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GNCC CAPITAL, INC. 
(An Exploration Stage Company) 

 
STATEMENT OF CHANGES IN STOCKHOLDERS’ EQUITY 

FOR THE NINE MONTHS ENDED JUNE 30, 2013 
 

       CAPITAL STOCK 
     __________________________________________ 

NUMBER OF  PAR    PAID IN RETAINED  
        SHARES  VALUE AMOUNT CAPITAL EARNINGS TOTAL 
          $        $       $        $      $   
____________________________________________________________________________________________________________________ 
BEGINNING BALANCE:- 
APRIL 1, 2013    203,133,470  0.00001        2,658 3,893,606 (23,883,563) (19,086,938) 
 
     CHANGES IN EQUITY: 
FOR THE NINE MONTHS ENDED JUNE 30, 2013 
 
Additional Shares Issued     99,998,664             373    899,988 
 

   
Net Income (Loss) for three months ended June 30, 2013                    (10,541,743) (10,541,743) 
     -----------------    -------------- --------------- ------------------ ------------------- 
ENDING BALANCE   303,132,134         3,031    4,793,594 (34,425,306) (29,628,681) 
     ==========    ======== ========= =========== =========== 
         

 
 
 
 
 
 
 
 
 
 
 

The Accompanying Notes are an Integral Part of These Financial Statements 
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.  On Decem
an extension

scribed in a s

d shares of C
on were as fo

  

___________

Exploration, L
Estate Manag
Capital Grou
anagement C

oldings AG  
l Ltd.   
ngs, S.A.  
rnational Co
ures GmbH 
stment Servic
Enterprises,
Investments,
ak Resource 
asure Holdin

  
  
  

,   I N C .   –

GNCC 
(An Explora

 
TES TO TH

,000,000 res
n order to ac
20,000. The 
mount of $2,
mber 1, 2011
n of the due 
separate note

Common St
ollows: 

__________

LLC 
gement, Inc. 
up, S.A. 
Corp. 

orporation 
 
ces Ltd. 
 Inc. 
, S.A. 
Corporation

ngs Corp. 

T H I R D   Q

CAPITAL, I
ation Stage Co

E FINANCIA

stricted shar
cquire the “E

Company i
,000,000. Th
1, all of the h

date to May
e in these fin

tock and Co

Principal Am
of Convertib

___________

 $   1
 $   1
 $     
 $   1
 $   1
 $   1
 $   1
 $   1
 $   1
 $   1
 $   1
 $   1

n   $   1
 $   1
 -----
 $2,0
 ===

Q U A R T E R

INC. 
ompany) 

AL STATEM

res of its Co
Ester Basin”
ssued Conv
hese Conver
holders of th
y 2, 2014 Th
nancial statem

onvertible Lo

mount  
ble Notes Is
__________

199,980  
199,980  

96,002  
128,002  
144,004  
112,003  
144,004  
128,002  
144,004  
144,004  
128,003  
144,004  
144,004  
144,004  
----------- 
000,000  
====== 

  R E P O R T

MENTS 

ommon Stoc
” Gold Explo
ertible Loan
rtible Loan N
hese Conver
he terms of t
ments.  

oan Notes is

Numb
sued 

___________

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

T ‐   J U N E   3

ck to 15 diff
oration Prop
n Notes to th
Notes fell du
rtible Loan N
these Conve

ssued in term

ber of Share

__________

  2,100,00
  2,100,00
  1,008,00
  1,344,00
  1,512,00
  1,176,00
  1,512,00
  1,344,00
  1,512,00
  1,512,00
  1,344,00
  1,512,00
  1,512,00
  1,512,00
------------
21,000,00
=======

 

3 0 ,  

ferent 
erties 
he 15 
ue on 
Notes 
ertible 

ms of 

es 

_____ 

00 
00 
00 
00 
00 
00 
00 
00 
00 
00 
00 
00 
00 
00 
----- 
00 
=== 
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Work Commi

The Compan
Basin” Gold P

The sum of $
xpenditure c

The sum of $
hereafter. 

A “Net Profi
ayable to Se

Company sha
roperty. Co
npatented m
ay all claim 

make all fili
onnection w
although it 

Claimholder 
uch payment

Company sha
npatented m
round cover

Company ag
roperty for 
tate of Ariz
isabilities as

Company agr
n reasonable

C A P I T A L ,

NOT

itments: 

ny shall mak
Properties in

$20,000 (Tw
commitment 

$20,000 (Tw

fits Interest”
earchlight Ex

all maintain 
ompany sha
mining claim

maintenanc
ings and rec
with such pa

shall have 
for payment
t. 

all have the 
mining claim
red by existin

rees to carr
Company, a
zona pertain
s are now in
rees to carry
 amounts in 

,   I N C .   –

GNCC 
(An Explora

 
TES TO TH

ke the “Work
n the followi

wenty thousa
has been ex

wenty thousa

” (See Note 
xploration, L

in good stan
all, as requi

ms on federal
ce or rental f
cordings in 
ayments. In
no obligatio

t of such hol

right to am
s included in
ng claims, an

ry such insu
as will fully 
ning to wor
n force or as
y liability ins

accordance 

T H I R D   Q

CAPITAL, I
ation Stage Co

E FINANCIA

k Expenditu
ing amounts

and dollars) 
xtended by m

and dollars) 

1) and a “
LLC (“Claim

nding all unp
ired by the
l lands, perfo
fees and all r

the approp
n the event 
on to do so
lding costs u

mend or relo
n the Proper
nd to locate 

urance, cove
comply wit

rker’s comp
s may be her
surance with
with accepte

Q U A R T E R

INC. 
ompany) 

AL STATEM

ures” on or 
: 

on or befor
mutual conse

on or befor

“Net Smelte
mholders”). 

patented min
e Federal G
form required
required pro

priate gover
Claimholde

o), Compan
upon receipt

ocate in the 
rty, to locate
any fraction

ering all pe
th the requir
pensation an
reafter amen

h respect to i
ed industry p

  R E P O R T

MENTS 

for the bene

re June 30, 
ent to June 3

re December

er Royalty” 

ning claims t
Government 
d assessmen

operty taxes,
rnmental off
er makes an
ny shall pro
t by Compan

name(s) of 
e different ty
ns. 

ersons worki
rements of th
nd occupatio
nded or enac
its operation
practices. 

T ‐   J U N E   3

efit of the “

2012. This 
0, 2013; and

r 31 of each

(See Note 

that compris
with respe

nt work or ti
, and shall ti
fices require
ny such pay
omptly reimb
ny of eviden

Claimholde
ypes of claim

ing at or on
he statutes o
onal disease
cted. In add
ns at the Pro

 

3 0 ,  

“Ester 

work 
d 

h year 

2) is 

se the 
ect to 
imely 
imely 
ed in 
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burse 

nce of 

r any 
ms on 
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of the 
e and 
dition, 
operty 
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Note 1: 

The Claimhol
or purposes
alculated pu

America, pro
enefit or los
ehalf of Com
evenues only
verhead and
uring the de

mining and p
e made for d
nd Claimhol
xploration, d

Note 2: 

The Claimho
Royalty”) for
eturn” is def
e, pays the C
ilver, with 
eductions fo

General Note

Work Expen
roperty for
eochemical 
alculation; 
nalyses and 
ercent) of 
dministrativ

C A P I T A L ,

NOT

lder reserves
s of Claimho
ursuant to ge
ovided, how
ss from price
mpany and, p
y the follow
d headquart
velopment/c

processing st
depletion or 
lder shall no
development

lder hereby 
r all commod
fined as the a
Company for

deductions 
or taxes, calc

e: 

nditures” is 
r exploratio

sampling, 
metallurgica
activities; f
such direct
e expenditur

,   I N C .   –

GNCC 
(An Explora

 
TES TO TH

s a 5% (Five
older’s and 
enerally acc

wever, that th
e hedging an
provided, fu

wing percenta
ers general 
construction 
tage of opera
depreciation

ot be required
t, production

reserves a 4
dities produc
amount of m
r the commo

for costs 
culated on an

defined as s
on and de

geophysica
al and eng
feasibility st
t costs in 
res. 

T H I R D   Q

CAPITAL, I
ation Stage Co

E FINANCIA

e percent) ne
Company’s
epted accou
he calculati
nd price prot
urther, that C
ages of tota
and admin
stage of ope

ations and, p
n. Claimhold
d to fund an
n or reclamat

4% (Four pe
ced. For purp
money which
odity based o

associated 
n FOB mine 

sums spent o
evelopment 
al or seism
gineering an
tudies; and 
lieu of he

Q U A R T E R

INC. 
ompany) 

AL STATEM

et profits inte
s respective 
unting princi
on of net p
tection arran

Company sha
al operating 
nistrative exp
erations and
provided, fur
der’s NPI sh
ny expenses r
tion. 

ercent) net sm
poses of this
h the smelter
on the then c

with furth
site basis 

or incurred 
of the Pr

mic survey, 
nalyses; env
financing in

eadquarters 

  R E P O R T

MENTS 

erest (“NPI”
NPI, “Net 

iples in the 
profits shall 
ngements co
all be entitle
costs in lieu
penses: 3% 

d 1% (one pe
urther, that n
hall be a fully
relating to th

melter return
s Agreement
r or refinery
current spot 
her processi

by Compan
roperty, inc
assaying, a

vironmental 
nvestigations
overhead a

T ‐   J U N E   3

”) in the Prop
Profits” sha
United Stat
not include

nducted by 
ed to deduct 
u of headqua

(Three per
ercent) durin
o deduction 
y carried int
he Property 

ns royalty (“
t, the “net sm

y, as the case
price of gold
ing but wi

ny directly o
cluding dri
and ore re

and perm
s; plus 5% 
and general
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all be 
tes of 
e any 
or on 
from 
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rcent) 
ng the 
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melter 
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C. “CLARA

The Compan
ellers on Sep
t a deemed 
ifferent selle
eptember 1,

Notes consen
Convertible N

The restricted
his acquisitio

Name   

__________

earchlight E
Anaconda Ex

telan Real E
Castlewood C
Highwave Ma

treetside Ho
Artco Capital
nsight Holdi

Emerald Inter
affron Ventu

Liberty Inves
Macy Ocean 
Neutral Bay I
Diamond Pea
Western Trea

 
TOTAL  

 

C A P I T A L ,

NOT

A” 

y issued 30
ptember 2, 2
price of $60
ers in the am
 2011.  On 

nted to an ex
Notes are des

d shares of C
on were as fo

  

___________

Exploration, L
xploration, L
Estate Manag
Capital Grou
anagement C

oldings AG  
l Ltd.   
ngs, S.A.  
rnational Co
ures GmbH 
stment Servic
Enterprises,
Investments,
ak Resource 
asure Holdin

  
  
  

,   I N C .   –

GNCC 
(An Explora

 
TES TO TH

,000,000 res
2010 in orde
00,000. The 
mount of $4,
December 1

xtension of th
scribed in a 

Common St
ollows: 

__________

LLC 
LLC  
gement, Inc. 
up, S.A. 
Corp. 

orporation 
 
ces Ltd. 
 Inc. 
, S.A. 
Corporation

ngs Corp. 

T H I R D   Q

CAPITAL, I
ation Stage Co

E FINANCIA

stricted shar
r to acquire 
Company i

,000,000. Th
1, 2011, all o
he due date t
separate not

tock and Co

Principal Am
of Convertib

___________

 $   2
 $   2
 $   2
 $   1
 $   2
 $   2
 $   2
 $   2
 $   2
 $   2
 $   2
 $   2
 $   2

n  $   2
 $   2
 -----
 $4,0
 ===

Q U A R T E R

INC. 
ompany) 

AL STATEM

res of its Co
the “Clara”
ssued Conv
hese Conver
of the holde
to Septembe
te in these fin

onvertible Lo

mount  
ble Notes Is
__________

233,200  
233,200  
233,200  
198,024  
264,032  
297,036  
231,028  
297,036  
264,032  
297,036  
297,036  
264,032  
297,036  
297,036  
297,036  
----------- 
000,000  
======= 

  R E P O R T

MENTS 

ommon Stoc
” Gold Explo
ertible Loan
rtible Loan N
rs of these C
er 1, 2014 T
nancial state

oan Notes is

Numb
sued 

___________

  1,75
  1,75
  1,75
  1,48
  1,98
  2,22
  1,73
  2,22
  1,98
  2,22
  2,22
  1,98
  2,22
  2,22
  2,22
-------
30,00
====

T ‐   J U N E   3

ck to 15 diff
oration Prop
n Notes to th
Notes fell du
Convertible 
he terms of 

ements.  

ssued in term

ber of Share

__________

50,000 
50,000 
50,000 
85,000 
80,000 
27,500 
32,500 
27,500 
80,000 
27,500 
27,500 
80,000 
27,500 
27,500 
27,500 
--------- 

00,000 
====== 

 

3 0 ,  

ferent 
erties 
he 15 
ue on 
Loan 
these 

ms of 

es 

_____ 
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Work Commi

The Company
Gold Properti

The sum of $
xpenditure c

The sum of $
hereafter. 

A “Net Profi
ayable to 
“Claimholde

Company sha
roperty. Co
npatented m
ay all claim 

make all fili
onnection w
although it 

Claimholder 
uch payment

Company sha
npatented m
round cover

Company ag
roperty for 
tate of Ariz
isabilities as

Company agr
n reasonable

C A P I T A L ,

NOT

itments: 

y shall mak
ies in the fol

$20,000 (Tw
commitment 

$20,000 (Tw

fits Interest”
Anaconda 

ers”). 

all maintain 
ompany sha
mining claim

maintenanc
ings and rec
with such pa

shall have 
for payment
t. 

all have the 
mining claim
red by existin

rees to carr
Company, a
zona pertain
s are now in
rees to carry
 amounts in 

,   I N C .   –

GNCC 
(An Explora

 
TES TO TH

e the “Work
llowing amo

wenty thousa
has been ex

wenty thousa

” (See Note 
Exploratio

in good stan
all, as requi

ms on federal
ce or rental f
cordings in 
ayments. In
no obligatio

t of such hol

right to am
s included in
ng claims, an

ry such insu
as will fully 
ning to wor
n force or as
y liability ins

accordance 

T H I R D   Q

CAPITAL, I
ation Stage Co

E FINANCIA

k Expenditur
ounts: 

and dollars) 
xtended by m

and dollars) 

1) and a “
on, LLC 

nding all unp
ired by the
l lands, perfo
fees and all r

the approp
n the event 
on to do so
lding costs u

mend or relo
n the Proper
nd to locate 

urance, cove
comply wit

rker's comp
s may be her
surance with
with accepte

Q U A R T E R

INC. 
ompany) 

AL STATEM

res” on or f

on or befor
mutual conse

on or befor

“Net Smelte
and Searc

patented min
e Federal G
form required
required pro

priate gover
Claimholde

o), Compan
upon receipt

ocate in the 
rty, to locate
any fraction

ering all pe
th the requir
pensation an
reafter amen

h respect to i
ed industry p

  R E P O R T

MENTS 

for the benef

re June 30, 
ent to June 3

re December

er Royalty” 
chlight Ex

ning claims t
Government 
d assessmen

operty taxes,
rnmental off
er makes an
ny shall pro
t by Compan

name(s) of 
e different ty
ns. 

ersons worki
rements of th
nd occupatio
nded or enac
its operation
practices. 

T ‐   J U N E   3

fit of the “C

2012. This 
0, 2013; and

r 31 of each

(See Note 
xploration, 

that compris
with respe

nt work or ti
, and shall ti
fices require
ny such pay
omptly reimb
ny of eviden

Claimholde
ypes of claim

ing at or on
he statutes o
onal disease
cted. In add
ns at the Pro
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work 
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2) is 
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ect to 
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g e G N C C   C

Note 1: 

The Claimhol
or purposes
alculated pu

America, pro
enefit or los
ehalf of Com
evenues only
verhead and
uring the de

mining and p
e made for d
nd Claimhol
xploration, d

Note 2: 

The Claimho
Royalty") for
eturn" is def
e, pays the C
ilver, with 
eductions fo

General Note

Work Expen
roperty for
eochemical 
alculation; 
nalyses and 
ercent) of 
dministrativ

C A P I T A L ,

NOT

lder reserves
s of Claimh
ursuant to ge
ovided, how
ss from price
mpany and, p
y the follow
d headquart
velopment/c

processing st
depletion or 
lder shall no
development

lder hereby 
r all commod
fined as the a
Company for

deductions 
or taxes, calc

e: 

nditures" is 
r exploratio

sampling, 
metallurgica
activities; f
such direct
e expenditur

,   I N C .   –

GNCC 
(An Explora

 
TES TO TH

s a 5% (Five
holder's and 
enerally acc

wever, that th
e hedging an
provided, fu

wing percenta
ers general 
construction 
tage of opera
depreciation

ot be required
t, production

reserves a 4
dities produc
amount of m
r the commo

for costs 
culated on an

defined as s
on and de

geophysica
al and eng
feasibility st
t costs in 
res. 

T H I R D   Q

CAPITAL, I
ation Stage Co

E FINANCIA

e percent) ne
Company's 
epted accou
he calculati
nd price prot
urther, that C
ages of tota
and admin
stage of ope

ations and, p
n. Claimhold
d to fund an
n or reclamat

4% (Four pe
ced. For purp
money which
odity based o

associated 
n FOB mine 

sums spent o
evelopment 
al or seism
gineering an
tudies; and 
lieu of he

Q U A R T E R

INC. 
ompany) 

AL STATEM

et profits inte
respective 

unting princi
on of net p
tection arran

Company sha
al operating 
nistrative exp
erations and
provided, fur
der’s NPI sh
ny expenses r
tion. 

ercent) net sm
poses of this
h the smelter
on the then c

with furth
site basis 

or incurred 
of the Pr

mic survey, 
nalyses; env
financing in

eadquarters 

  R E P O R T

MENTS 

erest (“NPI”
NPI, "Net 

iples in the 
profits shall 
ngements co
all be entitle
costs in lieu
penses: 3% 

d 1% (one pe
urther, that n
hall be a fully
relating to th

melter return
s Agreement
r or refinery
current spot 
her processi

by Compan
roperty, inc
assaying, a

vironmental 
nvestigations
overhead a

T ‐   J U N E   3

”) in the Prop
Profits" sha
United Stat
not include

nducted by 
ed to deduct 
u of headqua

(Three per
ercent) durin
o deduction 
y carried int
he Property 

ns royalty ("
t, the "net sm

y, as the case
price of gold
ing but wi

ny directly o
cluding dri
and ore re

and perm
s; plus 5% 
and general
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perty. 
all be 
tes of 
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from 
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rcent) 
ng the 

shall 
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"NSR 
melter 
e may 
d and 
ithout 
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illing, 
eserve 

mitting 
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D. “BURNT

The Compan
ellers on Sep
t a deemed 
ifferent selle
eptember 28

Notes consen
hese Convert

The restricted
his acquisitio

Name   

__________

earchlight E
Anaconda Ex

telan Real E
Castlewood C
Highwave Ma

treetside Ho
Artco Capital
nsight Holdi

Emerald Inter
affron Ventu

Liberty Inves
Macy Ocean 
Neutral Bay I
Diamond Pea
Western Trea

 
TOTAL  

 

C A P I T A L ,

NOT

T WELL” 

y issued 14
ptember 29, 
price of $28
ers in the am
8, 2011.  On
nted to an e
tible Notes a

d shares of C
on were as fo

  

___________

Exploration, L
xploration, L
Estate Manag
Capital Grou
anagement C

oldings AG  
l Ltd.   
ngs, S.A.  
rnational Co
ures GmbH 
stment Servic
Enterprises,
Investments,
ak Resource 
asure Holdin

  
  
  

,   I N C .   –

GNCC 
(An Explora

 
TES TO TH

,000,000 res
2010 in orde

80,000. The 
mount of $1,
n December 
xtension of 
are described

Common St
ollows: 

__________

LLC 
LLC  
gement, Inc. 
up, S.A. 
Corp. 

orporation 
 
ces Ltd. 
 Inc. 
, S.A. 
Corporation

ngs Corp. 

T H I R D   Q

CAPITAL, I
ation Stage Co

E FINANCIA

stricted shar
er to acquire
Company i

,800,000. Th
1, 2011, all 
the due dat

d in a separa

tock and Co

Principal Am
of Convertib

___________

 $    
 $     
 $   1
 $     
 $   1
 $   1
 $   1
 $   1
 $   1
 $   1
 $   1
 $   1
 $   1

n  $   1
 $   1
 -----
 $1,8
 ===

Q U A R T E R

INC. 
ompany) 

AL STATEM

res of its Co
e the “Clara”
ssued Conv
hese Conver
of the holde
te to Septem

ate note in th

onvertible Lo

mount  
ble Notes Is
__________

89,500  
89,500  

179,000  
86,520  

115,369  
129,780  
100,940  
129,780  
115,351  
129,780  
129,780  
115,360  
129,780  
129,780  
129,780  
----------- 
800,000  
======= 

  R E P O R T

MENTS 

ommon Stoc
” Gold Explo
ertible Loan
rtible Loan N
ers of these C
mber 28, 20
hese financia

oan Notes is

Numb
sued 

___________

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

T ‐   J U N E   3

ck to 15 diff
oration Prop
n Notes to th
Notes fell du
Convertible 

014 The term
al statements

ssued in term

ber of Share

__________

    693,000
    693,000
 1,386,000
    673,680
    898,240
  1,010,52
     785,96
  1,010,52
     898,24
  1,010,52
  1,010,52
     898,24
  1,010,52
  1,010,52
  1,010,52
------------
14,000,00
=======
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ferent 
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ue on 
Loan 

ms of 
s.  

ms of 

es 

_____ 

0 
0 
0 
0 
0 

20 
60 
20 
40 
20 
20 
40 
20 
20 
20 
----- 
00 
=== 
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g e G N C C   C

Work Commi

The Compan
Well” Gold P

The sum of $
xpenditure c

The sum of $
hereafter. 

A “Net Profi
ayable to 
“Claimholde

Company sha
roperty. Co
npatented m
ay all claim 

make all fili
onnection w
although it 

Claimholder 
uch payment

Company sha
npatented m
round cover

Company ag
roperty for 
tate of Ariz
isabilities as

Company agr
n reasonable

C A P I T A L ,

NOT

itments: 

y shall mak
Properties in 

$20,000 (Tw
commitment 

$20,000 (Tw

fits Interest”
Anaconda 

ers”). 

all maintain 
ompany sha
mining claim

maintenanc
ings and rec
with such pa

shall have 
for payment
t. 

all have the 
mining claim
red by existin
rees to carr
Company, a
zona pertain
s are now in
rees to carry
 amounts in 

,   I N C .   –

GNCC 
(An Explora

 
TES TO TH

ke the “Work
the followin

wenty thousa
has been ex

wenty thousa

” (See Note 
Exploratio

in good stan
all, as requi

ms on federal
ce or rental f
cordings in 
ayments. In
no obligatio

t of such hol

right to am
s included in
ng claims, an
ry such insu
as will fully 
ning to wor
n force or as
y liability ins

accordance 

T H I R D   Q

CAPITAL, I
ation Stage Co

E FINANCIA

k Expenditu
ng amounts:

and dollars) 
xtended by m

and dollars) 

1) and a “
on, LLC 

nding all unp
ired by the
l lands, perfo
fees and all r

the approp
n the event 
on to do so
lding costs u

mend or relo
n the Proper
nd to locate 
urance, cove
comply wit

rker's comp
s may be her
surance with
with accepte

Q U A R T E R

INC. 
ompany) 

AL STATEM

ures” on or f

on or befor
mutual conse

on or befor

“Net Smelte
and Searc

patented min
e Federal G
form required
required pro

priate gover
Claimholde

o), Compan
upon receipt

ocate in the 
rty, to locate
any fraction
ering all pe
th the requir
pensation an
reafter amen

h respect to i
ed industry p

  R E P O R T

MENTS 

for the bene

re June 30, 
ent to June 3

re December

er Royalty” 
chlight Ex

ning claims t
Government 
d assessmen

operty taxes,
rnmental off
er makes an
ny shall pro
t by Compan

name(s) of 
e different ty
ns. 
ersons worki
rements of th
nd occupatio
nded or enac
its operation
practices. 

T ‐   J U N E   3

efit of the “B

2012. This 
0, 2013; and

r 31 of each

(See Note 
xploration, 

that compris
with respe

nt work or ti
, and shall ti
fices require
ny such pay
omptly reimb
ny of eviden

Claimholde
ypes of claim

ing at or on
he statutes o
onal disease
cted. In add
ns at the Pro

 

3 0 ,  

Burnt 

work 
d 

h year 

2) is 
LLC 

se the 
ect to 
imely 
imely 
ed in 

yment 
burse 

nce of 

r any 
ms on 

n the 
of the 
e and 
dition, 
operty 



 

85 | P a g
2 0 1 3  

 
 

N
 
T
F
ca
A
b
b
re
ov
du
m
b
an
ex

  
N
 
T
R
re
b
si
d

  
G

 
"W
P
g
ca
an
p
ad

  
 
 
 
 

g e G N C C   C

Note 1: 

The Claimhol
or purposes
alculated pu

America, pro
enefit or los
ehalf of Com
evenues only
verhead and
uring the de

mining and p
e made for d
nd Claimhol
xploration, d

Note 2: 

The Claimho
Royalty") for
eturn" is def
e, pays the C
ilver, with 
eductions fo

General Note

Work Expen
roperty for
eochemical 
alculation; 
nalyses and 
ercent) of 
dministrativ

C A P I T A L ,

NOT

lder reserves
s of Claimh
ursuant to ge
ovided, how
ss from price
mpany and, p
y the follow
d headquart
velopment/c

processing st
depletion or 
lder shall no
development

lder hereby 
r all commod
fined as the a
Company for

deductions 
or taxes, calc

e: 

nditures" is 
r exploratio

sampling, 
metallurgica
activities; f
such direct
e expenditur

,   I N C .   –

GNCC 
(An Explora

 
TES TO TH

s a 5% (Five
holder's and 
enerally acc

wever, that th
e hedging an
provided, fu

wing percenta
ers general 
construction 
tage of opera
depreciation

ot be required
t, production

reserves a 4
dities produc
amount of m
r the commo

for costs 
culated on an

defined as s
on and de

geophysica
al and eng
feasibility st
t costs in 
res. 

T H I R D   Q

CAPITAL, I
ation Stage Co

E FINANCIA

e percent) ne
Company's 
epted accou
he calculati
nd price prot
urther, that C
ages of tota
and admin
stage of ope

ations and, p
n. Claimhold
d to fund an
n or reclamat

4% (Four pe
ced. For purp
money which
odity based o

associated 
n FOB mine 

sums spent o
evelopment 
al or seism
gineering an
tudies; and 
lieu of he

Q U A R T E R

INC. 
ompany) 

AL STATEM

et profits inte
respective 

unting princi
on of net p
tection arran

Company sha
al operating 
nistrative exp
erations and
provided, fur
der’s NPI sh
ny expenses r
tion. 

ercent) net sm
poses of this
h the smelter
on the then c

with furth
site basis 

or incurred 
of the Pr

mic survey, 
nalyses; env
financing in

eadquarters 

  R E P O R T

MENTS 

erest (“NPI”
NPI, "Net 

iples in the 
profits shall 
ngements co
all be entitle
costs in lieu
penses: 3% 

d 1% (one pe
urther, that n
hall be a fully
relating to th

melter return
s Agreement
r or refinery
current spot 
her processi

by Compan
roperty, inc
assaying, a

vironmental 
nvestigations
overhead a

T ‐   J U N E   3

”) in the Prop
Profits" sha
United Stat
not include

nducted by 
ed to deduct 
u of headqua

(Three per
ercent) durin
o deduction 
y carried int
he Property 

ns royalty ("
t, the "net sm

y, as the case
price of gold
ing but wi

ny directly o
cluding dri
and ore re

and perm
s; plus 5% 
and general

 

3 0 ,  

perty. 
all be 
tes of 
e any 
or on 
from 

arters 
rcent) 
ng the 

shall 
terest, 
or its 

"NSR 
melter 
e may 
d and 
ithout 

on the 
illing, 
eserve 

mitting 
(Five 

l and 



 

86 | P a g
2 0 1 3  

 
E

 
T
se
P
$
am
D
ex
d
 
T
th
 
N

 __
 

S
M
S
C
H
S
A
In
E
S
L
M
N
D
W
 
T

  
 
 
 

g e G N C C   C

E. ADDITIO
PROPER

The Compan
ellers on D
roperties be
280,000. Th
mount of $1

December 1, 
xtension of t
escribed in a

The restricted
his acquisitio

Name   

__________

earchlight E
Middle Verde

telan Real E
Castlewood C
Highwave Ma

treetside Ho
Artco Capital
nsight Holdi

Emerald Inter
affron Ventu

Liberty Inves
Macy Ocean 
Neutral Bay I
Diamond Pea
Western Trea

 
TOTAL  

 

C A P I T A L ,

NOT

ONAL CLA
RTY 

y issued 14
ecember 2, 
ing “Kit Car

he Company 
,800,000. Th
2011, all o

the due date
a separate no

d shares of C
on were as fo

  

___________

Exploration, L
e Developme

Estate Manag
Capital Grou
anagement C

oldings AG  
l Ltd.   
ngs, S.A.  
rnational Co
ures GmbH 
stment Servic
Enterprises,
Investments,
ak Resource 
asure Holdin

  
  
  

,   I N C .   –

GNCC 
(An Explora

 
TES TO TH

AIMS AT T

,000,000 res
2010 in or

rson”, “Pott
issued Conv

hese Conver
f the holder

e to Decemb
ote in these f

Common St
ollows: 

__________

LLC 
ent Co., LLC
gement, Inc. 
up, S.A. 
Corp. 

orporation 
 
ces Ltd. 
 Inc. 
, S.A. 
Corporation

ngs Corp. 

T H I R D   Q

CAPITAL, I
ation Stage Co

E FINANCIA

THE “KIT C

stricted shar
rder to acqu
s Mountain”
vertible Loa
rtible Loan N
rs of these C
er 1, 2014 T
financial stat

tock and Co

Principal Am
of Convertib

___________

 $    8
C  $    8
 $  17
 $    8
 $   1
 $   1
 $   1
 $   1
 $   1
 $   1
 $   1
 $   1
 $   1

n  $   1
 $   1
 -----
 $1,8
 ===

Q U A R T E R

INC. 
ompany) 

AL STATEM

CARSON”

res of its Co
uire its init
” and “Silve
an Notes to t
Notes fell du
Convertible 
The terms of
tements.  

onvertible Lo

mount  
ble Notes Is
__________

89,500  
89,500  
79,000  
86,520  

115,369  
129,780  
100,940  
129,780  
115,351  
129,780  
129,780  
115,360  
129,780  
129,780  
129,780  
----------- 
800,000  
======= 

  R E P O R T

MENTS 

SILVER E

ommon Stoc
tial three Si
erfields” at a
the 15 differ
ue on Decem
Loan Notes

f these Conv

oan Notes is

Numb
sued 

___________

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

T ‐   J U N E   3

EXPLORAT

ck to 15 diff
ilver Explor
a deemed pri
rent sellers i

mber 1, 2011
s consented
vertible Note

ssued in term

ber of Share

__________

    693,000
    693,000
 1,386,000
    673,680
    898,240
  1,010,52
     785,96
  1,010,52
     898,24
  1,010,52
  1,010,52
     898,24
  1,010,52
  1,010,52
  1,010,52
------------
14,000,00
=======

 

3 0 ,  

TION 

ferent 
ration 
ice of 
in the 
1.  On 
to an 

es are 

ms of 

es 

_____ 

0 
0 
0 
0 
0 

20 
60 
20 
40 
20 
20 
40 
20 
20 
20 
----  
00 
===  



 

87 | P a g
2 0 1 3  

 
 
 
W
 
T
cl

  
T
w
an
 
T
y

  
A
p
(“
 

  C
P
un
p
m
co
(a
C
su

  
C
un
gr

  
C
P
S
d
C
in

  
 

g e G N C C   C

Work Commi

The Company
laims on the

The sum of $
work expend
nd 

The sum of $
ear thereafte

A “Net Profi
ayable to M
“Claimholde

Company sha
roperty. Co
npatented m
ay all claim 

make all fili
onnection w
although it 

Claimholder 
uch payment

Company sha
npatented m
round cover

Company ag
roperty for 
tate of Ariz
isabilities as

Company agr
n reasonable

C A P I T A L ,

NOT

itments: 

y shall make
 “Kit Carson

$20,000 (On
diture commi

$20,000 (On
er. 

fits Interest”
Middle Verd
ers”). 

all maintain 
ompany sha
mining claim

maintenanc
ings and rec
with such pa

shall have 
for payment
t. 

all have the 
mining claim
red by existin

rees to carr
Company, a
zona pertain
s are now in
rees to carry
 amounts in 

,   I N C .   –

GNCC 
(An Explora

 
TES TO TH

e the “Work 
n” Silver Pro

ne hundred t
itment has b

ne hundred th

” (See Note 
de Developm

in good stan
all, as requi

ms on federal
ce or rental f
cordings in 
ayments. In
no obligatio

t of such hol

right to am
s included in
ng claims, an

ry such insu
as will fully 
ning to wor
n force or as
y liability ins

accordance 

T H I R D   Q

CAPITAL, I
ation Stage Co

E FINANCIA

Expenditure
operties in th

thousand do
been extende

housand dol

1) and a “
ment Co., L

nding all unp
ired by the
l lands, perfo
fees and all r

the approp
n the event 
on to do so
lding costs u

mend or relo
n the Proper
nd to locate 

urance, cove
comply wit

rker's comp
s may be her
surance with
with accepte

Q U A R T E R

INC. 
ompany) 

AL STATEM

es” on or for
he following

ollars) on or
ed by mutua

llars) on or 

“Net Smelte
LLC and Se

patented min
e Federal G
form required
required pro

priate gover
Claimholde

o), Compan
upon receipt

ocate in the 
rty, to locate
any fraction

ering all pe
th the requir
pensation an
reafter amen

h respect to i
ed industry p

  R E P O R T

MENTS 

r the benefit
g amounts: 

r before Jun
al consent to

before Dece

er Royalty” 
earchlight E

ning claims t
Government 
d assessmen

operty taxes,
rnmental off
er makes an
ny shall pro
t by Compan

name(s) of 
e different ty
ns. 

ersons worki
rements of th
nd occupatio
nded or enac
its operation
practices. 

T ‐   J U N E   3

t of the addit

ne 30, 2012. 
o June 30, 2

ember 31 of 

(See Note 
Exploration, 

that compris
with respe

nt work or ti
, and shall ti
fices require
ny such pay
omptly reimb
ny of eviden

Claimholde
ypes of claim

ing at or on
he statutes o
onal disease
cted. In add
ns at the Pro

 

3 0 ,  

tional 

This 
2013; 

f each 

2) is 
LLC 

se the 
ect to 
imely 
imely 
ed in 

yment 
burse 

nce of 

r any 
ms on 

n the 
of the 
e and 
dition, 
operty 



 

88 | P a g
2 0 1 3  

 
 

N
 

T
F
ca
A
b
b
re
ov
du
m
b
an
ex

  
N
 
T
R
re
b
si
d

  
 
 
 
 
 
 
 
 
 
 
 
 
 
 

g e G N C C   C

Note 1: 

The Claimhol
or purposes
alculated pu

America, pro
enefit or los
ehalf of Com
evenues only
verhead and
uring the de

mining and p
e made for d
nd Claimhol
xploration, d

Note 2: 

The Claimho
Royalty") for
eturn" is def
e, pays the C
ilver, with 
eductions fo

C A P I T A L ,

NOT

lder reserves
s of Claimh
ursuant to ge
ovided, how
ss from price
mpany and, p
y the follow
d headquart
velopment/c

processing st
depletion or 
lder shall no
development

lder hereby 
r all commod
fined as the a
Company for

deductions 
or taxes, calc

,   I N C .   –

GNCC 
(An Explora

 
TES TO TH

s a 5% (Five
holder's and 
enerally acc

wever, that th
e hedging an
provided, fu

wing percenta
ers general 
construction 
tage of opera
depreciation

ot be required
t, production

reserves a 4
dities produc
amount of m
r the commo

for costs 
culated on an

T H I R D   Q

CAPITAL, I
ation Stage Co

E FINANCIA

e percent) ne
Company's 
epted accou
he calculati
nd price prot
urther, that C
ages of tota
and admin
stage of ope

ations and, p
n. Claimhold
d to fund an
n or reclamat

4% (Four pe
ced. For purp
money which
odity based o

associated 
n FOB mine 

Q U A R T E R

INC. 
ompany) 

AL STATEM

et profits inte
respective 

unting princi
on of net p
tection arran

Company sha
al operating 
nistrative exp
erations and
provided, fur
der’s NPI sh
ny expenses r
tion. 

ercent) net sm
poses of this
h the smelter
on the then c

with furth
site basis 

  R E P O R T

MENTS 

erest (“NPI”
NPI, "Net 

iples in the 
profits shall 
ngements co
all be entitle
costs in lieu
penses: 3% 

d 1% (one pe
urther, that n
hall be a fully
relating to th

melter return
s Agreement
r or refinery
current spot 
her processi

T ‐   J U N E   3

”) in the Prop
Profits" sha
United Stat
not include

nducted by 
ed to deduct 
u of headqua

(Three per
ercent) durin
o deduction 
y carried int
he Property 

ns royalty ("
t, the "net sm

y, as the case
price of gold
ing but wi

 

3 0 ,  

perty. 
all be 
tes of 
e any 
or on 
from 

arters 
rcent) 
ng the 

shall 
terest, 
or its 

"NSR 
melter 
e may 
d and 
ithout 



 

89 | P a g
2 0 1 3  

 
 

G
 

"W
P
g
ca
an
p
ad
 

  P
ch
im
E
E
fu
fl

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

g e G N C C   C

General Note

Work Expen
roperty for
eochemical 
alculation; 
nalyses and 
ercent) of 
dministrativ

ursuant to A
harge to op
mpairment o

Exploration P
Exploration P
unds needed
lows. 

C A P I T A L ,

NOT

e: 

nditures" is 
r exploratio

sampling, 
metallurgica
activities; f
such direct
e expenditur

ASC No. 3
perating cos

of the “Kit C
Property, th
Property and
d to further d

,   I N C .   –

GNCC 
(An Explora

 
TES TO TH

defined as s
on and de

geophysica
al and eng
feasibility st
t costs in 
res. 

60-10-15, "
sts of $18,

Carson” Silve
e “Silverfiel

d the “Burnt 
develop the m

T H I R D   Q

CAPITAL, I
ation Stage Co

E FINANCIA

sums spent o
evelopment 
al or seism
gineering an
tudies; and 
lieu of he

Impairment 
224,000 wa
er Exploratio
lds” Silver 
Well” Gold

mines and he

Q U A R T E R

INC. 
ompany) 

AL STATEM

or incurred 
of the Pr

mic survey, 
nalyses; env
financing in

eadquarters 

or Disposa
as recorded
on Property,
Exploration

d Exploration
ence the lack

  R E P O R T

MENTS 

by Compan
roperty, inc
assaying, a

vironmental 
nvestigations
overhead a

al of Long-L
d. The char
, the “Potts M

n Property, t
n Property; d
k of any futu

T ‐   J U N E   3

ny directly o
cluding dri
and ore re

and perm
s; plus 5% 
and general

Lived Asset
rge included
Mountain” S
the “Clara” 
due to the la
ure expected

 

3 0 ,  

on the 
illing, 
eserve 

mitting 
(Five 

l and 

ts", a 
d the 
Silver 
Gold 

ack of 
d cash 



 

90 | P a g
2 0 1 3  

 
 

F
 
T
in
d
o
st
 
T
ac
 

Convert

Anacond
Castlewo
Highwav
Streetsid
Artco Ca
Insight H
Emerald 
Saffron V
Liberty I
Macy Oc
Neutral B
Diamond
Western 
 
TOTAL 
 

 
 
 
 
 
 
 
 
 
 

g e G N C C   C

F. THE “W

The Company
n the amoun
ifferent selle
f these Pay
tatements.  

The Convert
cquisition w

ible Loan N

da Exploratio
ood Capital G
ve Managem
e Holdings A

apital Ltd.  
Holdings, S.A

Internationa
Ventures Gm
nvestment S

cean Enterpr
Bay Investm
d Peak Resou
Treasure Ho

 

C A P I T A L ,

NOT

WHITE HILL

y issued Con
nt of $6,000
ers in the am

yment In Ki

tible Loan N
were as follow

Note Issued T

on, LLC   
Group, S.A. 

ment Corp.  
AG   

  
A.   
al Corporatio
mbH   
Services Ltd.
rises, Inc.  

ments, S.A.  
urce Corpora
oldings Corp

  

,   I N C .   –

GNCC 
(An Explora

 
TES TO TH

LS” GOLD

nvertible Lo
0,000. The C
mount of $4
ind Notes a

Notes and 
ws: 

To 

 

on  

.  

ation 
p.  

T H I R D   Q

CAPITAL, I
ation Stage Co

E FINANCIA

 EXPLORA

an Notes on
Company is
,000,000. Th

are described

Payment In

 

 
 
 
 
 
 
 
 
 
 
 
 
 

 

Q U A R T E R

INC. 
ompany) 

AL STATEM

ATION PRO

n June 17, 20
sued Payme
he terms of 
d in a sepa

n Kind Not

Amount

$   594,0
$   450,5
$   450,5
$   450,5
$   450,5
$   450,5
$   450,5
$   450,5
$   450,5
$   450,5
$   450,5
$   450,5
$   450,5

$6,000,0

  R E P O R T

MENTS 

OPERTIES

013 to the 13
ent In Kind 
these Conve

arate note in

tes issued i

t  

000  
500  
500  
500  
500  
500  
500  
500  
500  
500  
500  
500  
500  

000 

T ‐   J U N E   3

S 

3 different s
Notes to th

ertible Note
n these fina

in terms of

Due Date

06/17/201
06/17/201
06/17/201
06/17/201
06/17/201
06/17/201
06/17/201
06/17/201
06/17/201
06/17/201
06/17/201
06/17/201
06/17/201

 

3 0 ,  

ellers 
he 13 
s and 
ancial 

f this 

e 

16 
16 
16 
16 
16 
16 
16 
16 
16 
16 
16 
16 
16 



 

91 | P a g
2 0 1 3  

 
P

A
C
H
S
A
In
E
S
L
M
N
D
W

 
T
 
 
W
 
T
th

  
T
 
T

  
A
p
(“
 
 
 
 
 
 
 
 
 

g e G N C C   C

PIK Note Iss

Anaconda Ex
Castlewood C
Highwave Ma

treetside Ho
Artco Capital
nsight Holdi

Emerald Inter
affron Ventu

Liberty Inves
Macy Ocean 
Neutral Bay I
Diamond Pea
Western Trea

TOTAL 

Work Commi

The Company
he “White H

The sum of $

The sum of $

A “Net Profi
ayable to M
“Claimholde

C A P I T A L ,

NOT

sued To  

xploration, L
Capital Grou
anagement C

oldings AG  
l Ltd.   
ngs, S.A.  
rnational Co
ures GmbH 
stment Servic
Enterprises,
Investments,
ak Resource 
asure Holdin

  

itments: 

y shall make
Hills” Gold Pr

100,000 (On

10,000 (Ten

fits Interest”
Middle Verd
ers”). 

,   I N C .   –

GNCC 
(An Explora

 
TES TO TH

LLC  
up, S.A. 
Corp. 

orporation 
 
ces Ltd. 
 Inc. 
, S.A. 
Corporation

ngs Corp. 

e the “Work 
roperties in t

ne hundred t

n thousand do

” (See Note 
de Developm

T H I R D   Q

CAPITAL, I
ation Stage Co

E FINANCIA

 

 
 
 
 
 
 
 
 
 
 
 

n  
 

 

Expenditure
the followin

thousand dol

ollars) every

1) and a “
ment Co., L

Q U A R T E R

INC. 
ompany) 

AL STATEM

 A

 $
 $
 $
 $
 $
 $
 $
 $
 $
 $
 $
 $
 $

 $

es” on or for
ng amounts:

llars) on or b

y 6(six) mon

“Net Smelte
LLC and Se

  R E P O R T

MENTS 

Amount 

$   396,000 
$   300,333 
$   300,333 
$   300,333 
$   300,333 
$   300,333 
$   300,333 
$   300,333 
$   300,333 
$   300,333  
$   300,333 
$   300,333 
$   300,337 

$4,000,000 

r the benefit

before June 1

nths after Jun

er Royalty” 
earchlight E

T ‐   J U N E   3

  

  
  
  
  
  
  
  
  
  
  
  
  
  

  

t of the claim

17, 2014. 

ne 17, 2013.

(See Note 
Exploration, 

 

3 0 ,  

ms on 

2) is 
LLC 



 

92 | P a g
2 0 1 3  

 
 

  C
P
un
p
m
co
(a
C
su

  
C
un
gr

  
C
P
S
d
C
in

  
N

 
T
F
ca
A
b
b
re
ov
du
m
b
an
ex

  
 
 

g e G N C C   C

Company sha
roperty. Co
npatented m
ay all claim 

make all fili
onnection w
although it 

Claimholder 
uch payment

Company sha
npatented m
round cover

Company ag
roperty for 
tate of Ariz
isabilities as

Company agr
n reasonable

Note 1: 

The Claimhol
or purposes
alculated pu

America, pro
enefit or los
ehalf of Com
evenues only
verhead and
uring the de

mining and p
e made for d
nd Claimhol
xploration, d

C A P I T A L ,

NOT

all maintain 
ompany sha
mining claim

maintenanc
ings and rec
with such pa

shall have 
for payment
t. 

all have the 
mining claim
red by existin

rees to carr
Company, a
zona pertain
s are now in
rees to carry
 amounts in 

lder reserves
s of Claimh
ursuant to ge
ovided, how
ss from price
mpany and, p
y the follow
d headquart
velopment/c

processing st
depletion or 
lder shall no
development

,   I N C .   –

GNCC 
(An Explora

 
TES TO TH

in good stan
all, as requi

ms on federal
ce or rental f
cordings in 
ayments. In
no obligatio

t of such hol

right to am
s included in
ng claims, an

ry such insu
as will fully 
ning to wor
n force or as
y liability ins

accordance 

s a 5% (Five
holder's and 
enerally acc

wever, that th
e hedging an
provided, fu

wing percenta
ers general 
construction 
tage of opera
depreciation

ot be required
t, production

T H I R D   Q

CAPITAL, I
ation Stage Co

E FINANCIA

nding all unp
ired by the
l lands, perfo
fees and all r

the approp
n the event 
on to do so
lding costs u

mend or relo
n the Proper
nd to locate 

urance, cove
comply wit

rker's comp
s may be her
surance with
with accepte

e percent) ne
Company's 
epted accou
he calculati
nd price prot
urther, that C
ages of tota
and admin
stage of ope

ations and, p
n. Claimhold
d to fund an
n or reclamat

Q U A R T E R

INC. 
ompany) 

AL STATEM

patented min
e Federal G
form required
required pro

priate gover
Claimholde

o), Compan
upon receipt

ocate in the 
rty, to locate
any fraction

ering all pe
th the requir
pensation an
reafter amen

h respect to i
ed industry p

et profits inte
respective 

unting princi
on of net p
tection arran

Company sha
al operating 
nistrative exp
erations and
provided, fur
der’s NPI sh
ny expenses r
tion. 

  R E P O R T

MENTS 

ning claims t
Government 
d assessmen

operty taxes,
rnmental off
er makes an
ny shall pro
t by Compan

name(s) of 
e different ty
ns. 

ersons worki
rements of th
nd occupatio
nded or enac
its operation
practices. 

erest (“NPI”
NPI, "Net 

iples in the 
profits shall 
ngements co
all be entitle
costs in lieu
penses: 3% 

d 1% (one pe
urther, that n
hall be a fully
relating to th

T ‐   J U N E   3

that compris
with respe

nt work or ti
, and shall ti
fices require
ny such pay
omptly reimb
ny of eviden

Claimholde
ypes of claim

ing at or on
he statutes o
onal disease
cted. In add
ns at the Pro

”) in the Prop
Profits" sha
United Stat
not include

nducted by 
ed to deduct 
u of headqua

(Three per
ercent) durin
o deduction 
y carried int
he Property 

 

3 0 ,  

se the 
ect to 
imely 
imely 
ed in 

yment 
burse 

nce of 

r any 
ms on 

n the 
of the 
e and 
dition, 
operty 

perty. 
all be 
tes of 
e any 
or on 
from 

arters 
rcent) 
ng the 

shall 
terest, 
or its 



 

93 | P a g
2 0 1 3  

 
N
 
T
R
re
b
si
d

   
G

 
"W
P
g
ca
an
p
ad
 

  P
in
im
E
E
fu
fl
re

 
NOTE 1
 
There are
 
NOTE 1
 
The Offi
in the fu
they may
Company
 
 

g e G N C C   C

Note 2: 

The Claimho
Royalty") for
eturn" is def
e, pays the C
ilver, with 
eductions fo

General Note

Work Expen
roperty for
eochemical 
alculation; 
nalyses and 
ercent) of 
dministrativ

ursuant to A
nitial charge
mpairment o

Exploration P
Exploration P
unds needed
lows. A seco
espect of the

0.  WAR

e no warrant

1.  RELA

cers and the
uture, becom
y face a conf
y has not for

C A P I T A L ,

NOT

lder hereby 
r all commod
fined as the a
Company for

deductions 
or taxes, calc

e: 

nditures" is 
r exploratio

sampling, 
metallurgica
activities; f
such direct
e expenditur

ASC No. 36
e to operatin
of the “Kit C
Property, th
Property and
d to further d
ond charge i
e “White Hil

RRANTS AN

ts or options 

ATED PAR

 directors of
me involved 
flict in select
rmulated a p

,   I N C .   –

GNCC 
(An Explora

 
TES TO TH

reserves a 4
dities produc
amount of m
r the commo

for costs 
culated on an

defined as s
on and de

geophysica
al and eng
feasibility st
t costs in 
res. 

60-10-15, "I
ng costs of $
Carson” Silve

e “Silverfiel
d the “Burnt 
develop the m
in the amoun
ls” Gold Exp

ND OPTION

outstanding

RTY TRANS

f the Compa
in other bus
ting between
olicy for the

T H I R D   Q

CAPITAL, I
ation Stage Co

E FINANCIA

4% (Four pe
ced. For purp
money which
odity based o

associated 
n FOB mine 

sums spent o
evelopment 
al or seism
gineering an
tudies; and 
lieu of he

Impairment 
$18,224,000 
er Exploratio
lds” Silver 
Well” Gold

mines and he
nt of $10,00
ploration Pro

NS 

g to acquire a

SACTIONS

ny are invol
siness oppor
n the Compa
e resolution o

Q U A R T E R

INC. 
ompany) 

AL STATEM

ercent) net sm
poses of this
h the smelter
on the then c

with furth
site basis 

or incurred 
of the Pr

mic survey, 
nalyses; env
financing in

eadquarters 

or Disposal
 was record
on Property,
Exploration

d Exploration
ence the lack
00,000 was r
operties.  

any addition

S  

lved in other
rtunities as t
any and their
of such conf

  R E P O R T

MENTS 

melter return
s Agreement
r or refinery
current spot 
her processi

by Compan
roperty, inc
assaying, a

vironmental 
nvestigations
overhead a

l of Long-L
ded. The cha
, the “Potts M

n Property, t
n Property; d
k of any futu
recorded on 

nal shares of 

r business ac
they become
r other busin
flicts. 

T ‐   J U N E   3

ns royalty ("
t, the "net sm

y, as the case
price of gold
ing but wi

ny directly o
cluding dri
and ore re

and perm
s; plus 5% 
and general

Lived Assets
arge include
Mountain” S
the “Clara” 
due to the la
ure expected
June 17, 20

common sto

ctivities and 
e available. 

ness interests

 

3 0 ,  

"NSR 
melter 
e may 
d and 
ithout 

on the 
illing, 
eserve 

mitting 
(Five 

l and 

s", an 
ed the 
Silver 
Gold 

ack of 
d cash 
013 in 

ock. 

may, 
Thus 

s. The 



 

94 | P a g
2 0 1 3  

 
 
NOTE 1
 
Realizati
period th
reduce ta
Company
a net op
operating
 
NOTE 1
 
Angel V
GNCC C
annum a
this Loan
interest a
 
 
NOTE 1
 
Transacti
issuances
Transacti
issuances
value of t
 
The Com
April 30,
 
The Com
May 3, 2
$1,940,0
 
The Com
May 3, 2
of $420,0
 
The Com
Septemb
of $600,0

g e G N C C   C

2.  INCO

ion of deferr
hat deductibl
axable incom
y recorded a
perating los
g loss carry f

3.  LOAN

est, LLC ha
Capital, Inc. 
nd is repaya
n by the Co
amounted to 

4.  STOC

ions, other t
s shall be 
ions with e
s shall be ac
the equity in

mpany issued
, 2010 in res

mpany issued
2010 in order
00. 

mpany issued
2010 in order
000.   

mpany issued
er 2, 2010 in
000.   

C A P I T A L ,

NOT

OME TAXE

red tax asset
le temporary
me. As the a
a valuation al
ss carry for
forward expi

N - UNREL

as provided 
This facility
able on May
ompany, for 

$17,058. 

CK TRANS

than employ
accounted 

employees' s
ccounted for 
nstruments is

d 12,000,000
pect of his S

d 97,000,000
r to acquire i

d 21,000,000
r to acquire 

d 30,000,000
n order to ac

,   I N C .   –

GNCC 
(An Explora

 
TES TO TH

ES 

ts is depende
y differences
achievement
llowance. A
rwards of a
ires twenty y

LATED PAR

an amount o
y is unsecure
y 1, 2011. A
an indefinit

SACTIONS

yees' stock is
for based 
stock issuan
based on th

ssued, or wh

0 restricted 
Service Agre

0 restricted 
its initial thr

0 restricted 
its “Ester B

0 restricted 
cquire its “C

T H I R D   Q

CAPITAL, I
ation Stage Co

E FINANCIA

ent upon suf
s and carry 
t of required
s of Septemb
approximate
years from th

RTY 

of $47,460 o
ed, bears inte
Angel Vest, 
te period of 

ssuance, are 
on the fair

nce are in a
he fair value 
hichever is m

shares of Co
eement at a d

shares of C
ee Silver Ex

shares of C
asin” Gold E

shares of C
Clara” Gold E

Q U A R T E R

INC. 
ompany) 

AL STATEM

fficient futur
forwards are

d future taxa
ber 30, 2012

ely $23,020
he date the l

on May 2, 2
erest at the r
LLC agreed

f time. As at

in accordan
r value of 
accordance 
 of the cons

more readily 

ommon Stoc
deemed price

Common Sto
xploration Pr

Common Sto
Exploration 

Common Sto
Exploration 

  R E P O R T

MENTS 

re taxable in
e expected t
able income 
2 and 2011, t
,667 and $
loss was incu

2010 in resp
rate of 10% 
d to extend t
t June 30, 2

nce with AS
the conside
with ASC 

sideration rec
determinabl

ck to Mr. R 
e of $240,00

ock to 15 dif
roperties at a

ock to 15 dif
Properties a

ock to 15 dif
Properties a

T ‐   J U N E   3

ncome durin
to be availab

is uncertain
the Compan

$21,703,597.
urred. 

pect of a Lo
(ten percent

the repayme
2013, the acc

C No. 505. 
eration rece
No. 718. T

ceived or th
le. 

Y Lowenth
00. 

fferent selle
a deemed pri

fferent selle
at a deemed 

fferent selle
at a deemed 

 

3 0 ,  

ng the 
ble to 
n, the 

ny has 
. Net 

oan to 
t) per 
ent of 
crued 

Thus 
eived. 
These 
he fair 

hal on 

ers on 
ice of 

ers on 
price 

ers on 
price 



 

95 | P a g
2 0 1 3  

 
 
The Com
Septemb
price of $
 
The Com
Decembe
Propertie
 
The Com
Septemb
 
The Com
LLC on 
This was
 
The Com
May 18, 
at a price
 
The Com
May 18, 
at a price
 
The Com
May 18, 
at a price
 
The Com
2013 in p
of $0.009
 
The Com
in partial
$0.009 p
 
The Com
2013 in p
of $0.009
 

g e G N C C   C

mpany issued
er 29, 2010 
$280,000.   

mpany issued
er 2, 2010 in
es at a deeme

mpany issue
er 29, 2011 

mpany issued
May 18, 20

s at a price of

mpany issued
2013 in part

e of $0.009 p

mpany issued
2013 in part

e of $0.009 p

mpany issued
2013 in part

e of $0.009 p

mpany issued
partial settlem
9 per share o

mpany issued
l settlement 
er share of C

mpany issued
partial settlem
9 per share o

C A P I T A L ,

NOT

d 14,000,000
in order to a

d 14,000,000
n order to a
ed price of $

ed 12,000,00
in respect of

d 4,950,000
13 in partial
f $0.009 per

d 4,950,000
tial settleme

per share of C

d 7,508,222 
tial settleme

per share of C

d 7,508,222 
tial settleme

per share of C

d 7,508,222 
ment of a Co

of Common 

d 7,508,222 
of a Conver

Common Sto

d 7,508,222 
ment of a Co

of Common 

,   I N C .   –

GNCC 
(An Explora

 
TES TO TH

0 restricted 
acquire its “B

0 restricted 
acquire addit
$280,000 

00 restricted
f his Service

 shares of C
l settlement 
r share of Co

 shares of C
ent of a Conv
Common Sto

shares of Co
ent of a Conv
Common Sto

shares of C
ent of a Conv
Common Sto

shares of Co
onvertible L
Stock and in

shares of Co
rtible Loan N
ock and in th

shares of C
onvertible L
Stock and in

T H I R D   Q

CAPITAL, I
ation Stage Co

E FINANCIA

shares of C
Burnt Well” 

shares of C
tional claim

d shares of
e Agreement 

Common Sto
of a Conver

ommon Stock

Common Sto
vertible Loa
ock and in th

ommon Stoc
vertible Loa
ock and in th

Common Sto
vertible Loa
ock and in th

ommon Stoc
Loan Note iss
n the amount

ommon Stoc
Note issued 

he amount of

ommon Stoc
Loan Note iss
n the amount

Q U A R T E R

INC. 
ompany) 

AL STATEM

Common Sto
Gold Explor

Common Sto
ms at its “Kit

Common S
at a deemed

ock to Midd
rtible Loan N
k and in the 

ock to Searc
an Note issue
he amount o

ck to Castlew
an Note issue
he amount o

ock to Highw
an Note issue
he amount o

ck to Streetsi
sued on May
t of $67,574

ck to Artco C
on May 3, 

f $67,574. 

ck to Insigh
sued on May
t of $67,574

  R E P O R T

MENTS 

ock to 15 dif
ration Prope

ock to 15 dif
t Carson” S

Stock to Mr
d price of $5

dle Verde D
Note issued 
amount of $

chlight Expl
ed on May 3

of $44,550. 

wood Capita
ed on May 3

of $67,574. 

wave Mana
ed on May 3

of $67,574. 

ide Holdings
y 3, 2010. Th
. 

Capital Ltd o
2010. This 

ht Holdings, 
y 3, 2010. Th
. 

T ‐   J U N E   3

fferent selle
erties at a de

fferent selle
ilver Explor

r. N E Blom
50,100. 

Development
on May 3, 2

$44,550. 

loration, LL
3, 2010. This

al Group, S.A
3, 2010. This

gement Cor
3, 2010. This

s AG on Ma
his was at a 

on May 18, 
was at a pri

S.A. on Ma
his was at a 

 

3 0 ,  

ers on 
emed 

ers on 
ration 

m on 

t Co., 
2010. 

LC on 
s was 

A. on 
s was 

rp. on 
s was 

ay 18, 
price 

2013 
ice of 

ay 18, 
price 



 

96 | P a g
2 0 1 3  

 
 
The Com
on May 
was at a p
 
The Com
2013 in p
of $0.009
 
The Com
May 18, 
at a price
 
The Com
May 18, 
at a price
 
The Com
May 18, 
at a price
 
The Com
Corporat
2010. Th
 
The Com
on May 
was at a p
 
As of S
common 
voting rig
 
As of M
303,132,
outstandi
 
 
 
 

g e G N C C   C

mpany issued
18, 2013 in 
price of $0.0

mpany issued
partial settlem
9 per share o

mpany issued
2013 in part

e of $0.009 p

mpany issued
2013 in part

e of $0.009 p

mpany issued
2013 in part

e of $0.009 p

mpany issu
tion on May 
his was at a p

mpany issued
18, 2013 in 
price of $0.0

eptember 30
stock issued

ghts.  

May 19, 2013
134 shares o
ing carry ful

C A P I T A L ,

NOT

d 7,508,222 
partial settle

009 per share

d 7,508,222 s
ment of a Co

of Common 

d 7,508,222 
tial settleme

per share of C

d 7,508,222 
tial settleme

per share of C

d 7,508,222 
tial settleme

per share of C

ued 7,508,22
18, 2013 in

price of $0.0

d 7,508,222 
partial settle

009 per share

0, 2011 and
d and outsta

3 and as at 
of common s
ll voting righ

,   I N C .   –

GNCC 
(An Explora

 
TES TO TH

shares of C
ement of a C
e of Commo

shares of Co
onvertible L
Stock and in

shares of Co
ent of a Conv
Common Sto

shares of C
ent of a Conv
Common Sto

shares of C
ent of a Conv
Common Sto

22 shares 
n partial settl
09 per share

shares of C
ement of a C
e of Commo

d at June 3
anding. All 2

June 30, 20
stock issued
hts.  

T H I R D   Q

CAPITAL, I
ation Stage Co

E FINANCIA

Common Sto
Convertible 
on Stock and

ommon Stock
Loan Note iss
n the amount

ommon Stoc
vertible Loa
ock and in th

Common Sto
vertible Loa
ock and in th

Common Sto
vertible Loa
ock and in th

of Commo
lement of a C
e of Common

Common Sto
Convertible 
on Stock and

0, 2012 the
203,133,470

013 and as 
d and outstan

Q U A R T E R

INC. 
ompany) 

AL STATEM

ock to Emera
Loan Note i

d in the amou

k to Saffron 
sued on May
t of $67,574

ck to Liberty
an Note issue
he amount o

ock to Macy
an Note issue
he amount o

ock to Neutr
an Note issue
he amount o

n Stock to
Convertible 
n Stock and 

ock to Weste
Loan Note i

d in the amou

e Company 
 shares issue

at August 2
nding. All 30

  R E P O R T

MENTS 

ald Internati
issued on M
unt of $67,57

 Ventures G
y 3, 2010. Th
. 

y Investment
ed on May 3

of $67,574. 

y Ocean En
ed on May 3

of $67,574. 

ral Bay Inve
ed on May 3

of $67,574. 

o Diamond 
Loan Note i
in the amou

ern Treasure
issued on M
unt of $67,57

had 203,13
ed and outst

27, 2013, th
03,132,134 s

T ‐   J U N E   3

ional Corpor
May 3, 2010.

74. 

GmbH on Ma
his was at a 

t Services L
3, 2010. This

terprises, In
3, 2010. This

estments, S.A
3, 2010. This

Peak Reso
issued on M

unt of $67,57

e Holdings C
May 3, 2010.

74. 

33,470 shar
tanding carry

he Company
shares issued

 

3 0 ,  

ration 
 This 

ay 18, 
price 

Ltd on 
s was 

nc. on 
s was 

A. on 
s was 

ource 
May 3, 
74. 

Corp. 
 This 

res of 
y full 

y had 
d and 



 

97 | P a g
2 0 1 3  

 

 
 
NOTE 1
 
As at Ju
$26,784,
 
On Dece
issued on
consente
 
These Co
 
The salie
 

A. In
 
T
am
3
D
1
th
N
pr
co
p
in
la
ac
ex
 
 
 
 
 
 
 
 
 
 

g e G N C C   C

5. CONV

une 30, 201
000 to fund 

mber 1, 201
n June 17, 
d to an exten

onvertible Lo

ent terms of t

nterest: 

The Compan
mount of thi
0 and Dece

December 31
5 and Decem
he case may 

Notes will ac
rovided or, 
omputed on 
ay cash inte
nterest in ca
awful. All s
ccrued and 
xtinguished 

C A P I T A L ,

NOT

VERTIBLE

13, the Com
the acquisiti

1, the holde
2013 in res
nsion of 3 (th

oan Notes be

these Conve

ny promises 
is Note. The
ember 31 of
1, 2010, to H
mber 15 (wh
be, immedia

ccrue from 
if no intere
the basis of

erest on ove
ash on overd
uch overdue

unpaid int
or forfeited.

,   I N C .   –

GNC
(An Exp

TES TO TH

E LOAN NO

mpany had 
ion of the Co

ers of each of
spect of the 
hree) years f

ear interest a

ertible Loan N

to pay inte
 Company w
f each year 

Holders of re
hether or not
ately preced
the most re

est has been
f a 360-day 

erdue princip
due installm
e cash intere
terest shall 
  

T H I R D   Q

CC CAPITA
ploration Stag

E FINANCIA

OTES PAYA

issued Conv
ompany’s Si

f these Conv
acquisition

from the due

at 5% (five p

Notes, are as

erest at the 
will pay cash

(each an “
ecord at the 
t a business 

ding such Int
ecent date to
n paid, from
year of twe

pal at the ra
ments of cash

est shall be 
be deeme

Q U A R T E R

AL, INC. 
ge Company)

AL STATEM

ABLE 

nvertible Loa
ilver and Go

vertible Loan
n of the “W
e date of thes

percent) per 

s follows: 

Interest Ra
h interest sem
“Interest Pay

close of bu
day) (each a

terest Payme
o which int

m the Issue 
elve 30-day 
ate borne by
h interest at

payable on
d paid in 

  R E P O R T

MENTS 

an Notes in
old Explorati

n Notes (exc
White Hills” 

se Convertib

annum. 

ate in cash 
miannually i
yment Date”
siness on th
a “Regular R
ent Date. Ca
terest has be

Date. Cash
months. Th

y the Notes,
t the same r
n demand. U

full rather 

T ‐   J U N E   3

n the amou
ion Propertie

cluding the N
Gold Prope

ble Loan Not

on the prin
in arrears on
”), beginnin

he preceding 
Record Date
ash interest o
een paid or 

h interest wi
he Company 

 and it shal
rate to the e
Upon conver

than cance

 

3 0 ,  

unt of 
es.  

Notes 
erties) 
tes.  

ncipal 
n June 
ng on 
 June 
”), as 

on the 
duly 

ill be 
shall 

ll pay 
extent 
rsion, 
elled, 



 

98 | P a g
2 0 1 3  

 
 

B. O
 
T
p
w
pr
(b
D
in
or
ac
p
p
n

  
O
ca
P

  
3
at

  
N
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

g e G N C C   C

Optional Red

The Company
art from tim

will be redee
rincipal amo
but not inclu

Date but on o
nterest becom
r more pred
ccording to 
ayment. If 
articular No
ote proportio

On and after t
alled for red
rice and acc

0 (Thirty) da
t their regist

No sinking fu

C A P I T A L ,

NOT

demption: 

y may at its
me to time, in

emed at a r
ount (the “R
uding) the Re
or prior to th
ming due on
decessor No

their terms
fewer than 

otes to be red
onally.  

the Redempt
demption, un
rued and unp

ays prior no
ered address

und is provid

,   I N C .   –

GNCC 
(An Explora

 
TES TO TH

s option, red
n cash. If the
edemption p

Redemption 
edemption D
he correspon
n such date s
otes, register
s, and the 
all the Not

deemed from

tion Date, in
nless the Co
paid interest

tice of redem
s of record. 

ded for the N

T H I R D   Q

CAPITAL, I
ation Stage Co

E FINANCIA

deem the No
 Company r
price equal 
Price”), plu

Date. If a Re
nding Interes
shall be paya
red as such
Redemption

tes are to b
m the outstan

nterest cease
ompany defa
t.  

mption will b

Notes.  

Q U A R T E R

INC. 
ompany) 

AL STATEM

otes in whole
redeems the N
to 100% (O
s accrued an

edemption D
st Payment D
able to the H
h on the rel
n Price shal
e redeemed
nding Notes

es to accrue o
faults in the 

be given by 

  R E P O R T

MENTS 

e or in part 
Notes at its 

One hundred
nd unpaid in

Date is after a
Date, the acc

Holders of su
levant Regu
ll not inclu

d, the Agent
s by lot or sh

on Notes or p
payment of

the Compan

T ‐   J U N E   3

at any time 
option, the N
d percent) o
nterest, if an
a Regular Re
crued and un
uch Notes, o
ular Record 
ude such int
t shall selec
hall redeem 

portions of N
f the Redem

ny to the Ho

 

3 0 ,  

or in 
Notes 
of the 
ny, to 
ecord 
npaid 

or one 
Date 

terest 
ct the 

each 

Notes 
mption 

olders 



 

99 | P a g
2 0 1 3  

 
C. C

 
E
an
in
ca
th
C
co
an

  
T
d
fo
ef
pr
C

  
T
co
fa
th
d
an
 

On Janu
Services 
Company
the Comp
 
Liberty I
GNCC C
a price of
 
The Con
unsecure
on or afte
per share
 
 

g e G N C C   C

Conversion o

Except as set
ny portion th
nto Common
alled for red
he second B

Company sha
onversion ri
nd such Not

The number 
etermined b
or conversio
ffect on the 
rice as repo

Company sha

To convert a
onversion n
acsimile of s
he Note to 
ocuments if 
ny transfer o

uary 2, 2013
Ltd, in the 

y, from a th
pany.  

Investment 
Common Sto
f $0.01 per s

nvertible Lo
d. Liberty In
er January 2
e of the Com

C A P I T A L ,

NOT

of Note: 

t forth in the
hereof equal
n Stock at a
demption, su
Business Da
all default in
ght shall ter
e is redeeme

of shares of
y dividing t

on by $1,000
Conversion

orted for the 
all pay cash a

a Certificate
notice in the
such notice) 
the Convers

f required by
or similar tax

3, the Com
amount of 

ird party an

Services Lt
ck to the thi

share of the C

an Note Ag
nvestment S
, 2014; into 

mpany’s Com

,   I N C .   –

GNCC 
(An Explora

 
TES TO TH

e next sente
l to $1,000 o
any time at 
uch conversi
ay prior to 
n making th
rminate at th
ed).  

f Common 
the principal
0, and then 
n Date. The 

5 (Five) tra
adjustment i

ed Note, a 
e form of E

and deliver
sion Agent, 
y the Conver
x, if required

mpany issued
$68,310. Th
d paid by L

td transferre
ird party in r
Company’s 

greement be
Services Ltd 

shares of th
mmon Stock.

T H I R D   Q

CAPITAL, I
ation Stage Co

E FINANCIA

nce, a Hold
or any integ
the Convers
ion right sha
the Redem

e redemptio
he close of b

Stock issuab
l amount of 
multiplying 
“Conversion

ading days p
in lieu of any

Holder mu
xhibit A he

r such notice
(3) furnish

rsion Agent,
d.  

d a Convert
his was in s

Liberty Inves

ed an amou
respect of Co
Common St

ars interest 
has the righ

he Company’

Q U A R T E R

INC. 
ompany) 

AL STATEM

der of a Note
gral multiple 
sion Rate th
all terminate

mption Date 
on payment w
business on t

ble upon co
f the Note or

the quotien
n Rate” is b
preceding th
y fractional s

ust (1) com
ereto (or com
e to the Con

h appropriate
, the Compa

tible Loan N
settlement o
stment Servi

unt of 6,831
onsulting Ch
tock. 

at 6% (Six
ht to convert
’s Common 

  R E P O R T

MENTS 

e may conve
of $1,000 i

hen in effect
e at the clos

for such N
when due, i
the date such

onversion of
r portion the
nt by the Co
based on the
he date of c
share of Com

mplete and m
mplete and 

nversion Age
e endorseme
any or the A

Note to Lib
f Consulting
ices Ltd for 

1,000 unrest
harges. This 

x percent) p
t this Conve
Stock and a

T ‐   J U N E   3

ert such Not
n excess the
t. If such No
se of busine
Note (unles
n which cas
h default is c

f a Note sha
ereof surrend
onversion Ra
e average tra
conversion.  
mmon Stock

manually si
manually s

ent, (2) surre
ents and tra

Agent and (4

berty Invest
g Services t
and on beha

tricted shar
was calculat

er annum a
ertible Loan 
at a price of $

 

3 0 ,  

te (or 
ereof) 
ote is 
ss on 
s the 
se the 
cured 

all be 
dered 
ate in 
ading 
 The 

k.  

ign a 
ign a 
ender 
ansfer 
4) pay 

tment 
to the 
alf of 

es of 
ted at 

and is 
Note 

$0.01 



 

100 | P a
3 0 ,   2 0

 
On Janua
Corp, in 
from a t
Company
 
Western 
GNCC C
a price of
 
The Con
unsecure
on or afte
per share
 
On Janua
the amou
third part
 
Streetsid
Common
of $0.01 
 
The Con
unsecure
after Janu
share of t
 
On Janu
Services 
Company
the Comp
 
Liberty I
GNCC C
a price of
 
The Con
unsecure
on or afte
per share

g e G N C C  
1 3  

ary 2, 2013, 
the amount 

third party 
y.  

Treasure H
Common Sto
f $0.01 per s

nvertible Lo
d. Western T
er January 2
e of the Com

ary 2, 2013, 
unt of $68,3
ty and paid b

e Holdings,
n Stock to th
per share of

nvertible Lo
d. Streetside
uary 2, 2014
the Compan

uary 2, 2013
Ltd, in the 

y, from a th
pany.  

Investment 
Common Sto
f $0.01 per s

nvertible Lo
d. Liberty In
er January 2
e of the Com

C A P I T A L

NOT

the Compan
of $68,310. 
and paid by

Holdings Co
ck to the thi

share of the C

an Note Ag
Treasure Ho
, 2014; into 

mpany’s Com

the Compan
10. This wa
by Streetside

, AG transf
he third party
f the Compan

an Note Ag
e Holdings, 
4; into share
y’s Common

3, the Com
amount of 

ird party an

Services Lt
ck to the thi

share of the C

an Note Ag
nvestment S
, 2014; into 

mpany’s Com

L ,   I N C .   –

GNCC 
(An Explora

 
TES TO TH

ny issued a C
This was in

y Western T

orp transferr
ird party in r
Company’s 

greement be
oldings Corp
shares of th

mmon Stock.

ny issued a C
as in settlem
e Holdings, A

ferred an am
y in respect o
ny’s Commo

greement be
AG has the

es of the Com
n Stock. 

mpany issued
$68,310. Th
d paid by L

td transferre
ird party in r
Company’s 

greement be
Services Ltd 

shares of th
mmon Stock.

–   T H I R D  

CAPITAL, I
ation Stage Co

E FINANCIA

Convertible L
n settlement 
Treasure Ho

ed an amou
respect of Co
Common St

ars interest 
p has the righ
he Company’

Convertible L
ment of Cons

AG for and o

mount of 6
of Consultin
on Stock. 

ars interest 
e right to co
mpany’s Co

d a Convert
his was in s

Liberty Inves

ed an amou
respect of Co
Common St

ars interest 
has the righ

he Company’

Q U A R T E R

INC. 
ompany) 

AL STATEM

Loan Note to
of Consultin

oldings Cor

unt of 6,83
onsulting Ch
tock. 

at 6% (Six
ht to conver
’s Common 

Loan Note to
sulting Servi
on behalf of

,831,000 un
ng Charges. T

at 6% (Six
onvert this C
ommon Stock

tible Loan N
settlement o
stment Servi

unt of 6,831
onsulting Ch
tock. 

at 6% (Six
ht to convert
’s Common 

R   R E P O R

MENTS 

o Western T
ng Services 
rp for and o

1,000 unres
harges. This 

x percent) p
rt this Conve
Stock and a

o Streetside 
ices to the C
f the Compan

nrestricted s
This was cal

x percent) p
Convertible L
k and at a p

Note to Lib
f Consulting
ices Ltd for 

1,000 unrest
harges. This 

x percent) p
t this Conve
Stock and a

T ‐   J U N E  

Treasure Hol
to the Comp

on behalf o

stricted shar
was calculat

er annum a
ertible Loan 
at a price of $

Holdings, A
Company, fr
ny.  

shares of G
lculated at a 

er annum a
Loan Note o

price of $0.0

berty Invest
g Services t
and on beha

tricted shar
was calculat

er annum a
ertible Loan 
at a price of $

 

dings 
pany, 

of the 

res of 
ted at 

and is 
Note 

$0.01 

AG, in 
rom a 

GNCC 
price 

and is 
on or 

01 per 

tment 
to the 
alf of 

es of 
ted at 

and is 
Note 

$0.01 



 

101 | P a
3 0 ,   2 0

 
On Janua
Inc., in th
from a th
 
Sanassiou
Common
of $0.01 
 
The Con
unsecure
after Janu
share of t
 
On Febru
Note Ag
Letter of 

As at the
Peak Res
totaling $

The Con
Diamond
after Feb

On June 
Notes in 
 
 
 
 
 
 
 
 
 
 
 
 
 

g e G N C C  
1 3  

ary 2, 2013,
he amount o

hird party an

u Investmen
n Stock to th
per share of

nvertible Lo
d. Sanassiou
uary 2, 2014
the Compan

uary 26, 20
greement wit
f Credit Agre

e end of the
source Corp
$829,308.  

nvertible Lo
d Peak Reso
bruary 26, 20

17, 2013, th
partial settle

C A P I T A L

NOT

, the Compa
of $10,000. T
d paid by Sa

nts, Inc. tran
he third party
f the Compan

an Note Ag
u Investment
4; into share
y’s Common

13, Diamon
th the Comp
eement betw

e first quarte
poration was

oan Note A
urce Corpor

015. 

he Company
ement of the

L ,   I N C .   –

GNCC 
(An Explora

 
TES TO TH

any issued a
This was in 
anassiou Inv

nsferred an 
y in respect 
ny’s Commo

greement be
ts, Inc. has t

es of the Com
n Stock. 

nd Peak Res
pany in the 

ween the Com

er dated Dec
s in the amo

greement b
ration has th

y issued an a
 acquisition

–   T H I R D  

CAPITAL, I
ation Stage Co

E FINANCIA

a Convertibl
settlement o
estments, In

amount of 
of Professio

on Stock. 

ars interest 
the right to c
mpany’s Co

ource Corpo
amount of 

mpany and D

cember 31, 2
ount of $81

ears interes
he right to co

dditional am
of the “Whi

Q U A R T E R

INC. 
ompany) 

AL STATEM

le Loan Not
of Profession
nc. for or and

1,000,000 u
onal Fees. T

at 6% (Six
convert this 
ommon Stock

oration ente
$829,308. T

Diamond Pea

2012, the Lo
4,318 plus 

t at 6% pe
onvert this C

mount of $6,
ite Hills” Go

R   R E P O R

MENTS 

te to Sanass
nal Services 
d on behalf o

unrestricted 
This was calc

x percent) p
Convertible 
k and at a p

ered into a C
This termin

ak Resource 

oan outstand
accrued inte

er annum an
Convertible 

000,000 in C
old Propertie

T ‐   J U N E  

siou Investm
to the Comp

of the Compa

shares of G
culated at a 

er annum a
Loan Note 

price of $0.0

Convertible 
nated the exi

Corporation

ding to Diam
erest of $14

nd is unsec
Loan Note 

Convertible 
es. 

 

ments, 
pany, 
any.  

GNCC 
price 

and is 
on or 

01 per 

Loan 
isting 

n. 

mond 
4,990; 

cured. 
on or 

Loan 



 

102 | P a
3 0 ,   2 0

 
 
The salie
are as fol
 

A. In
 
T
am
3
D
1
th
N
pr
co
p
in
la
ac
ex

 
B. O

 
T
th
p
w
pr
(b
D
in
or
ac
p
p
n

  
 
 
 

g e G N C C  
1 3  

ent terms of 
llows: 

nterest: 

The Compan
mount of thi
0 and Dece

December 31
5 and Decem
he case may 

Notes will ac
rovided or, 
omputed on 
ay cash inte
nterest in ca
awful. All s
ccrued and 
xtinguished 

Optional Red

The Note is n
he Company
art from tim

will be redee
rincipal amo
but not inclu

Date but on o
nterest becom
r more pred
ccording to 
ayment. If 
articular No
ote proportio

C A P I T A L

NOT

this Conver

ny promises 
is Note. The
ember 31 of
1, 2010, to H
mber 15 (wh
be, immedia

ccrue from 
if no intere
the basis of

erest on ove
ash on overd
uch overdue

unpaid int
or forfeited.

demption: 

not redeemab
y may at its 

me to time, in
emed at a r
ount (the “R
uding) the Re
or prior to th
ming due on
decessor No

their terms
fewer than 

otes to be red
onally.  

L ,   I N C .   –

GNCC 
(An Explora

 
TES TO TH

rtible Loan N

to pay inte
 Company w
f each year 

Holders of re
hether or not
ately preced
the most re

est has been
f a 360-day 

erdue princip
due installm
e cash intere
terest shall 
  

ble prior to 
option, rede

n cash. If the
edemption p

Redemption 
edemption D
he correspon
n such date s
otes, register
s, and the 
all the Not

deemed from

–   T H I R D  

CAPITAL, I
ation Stage Co

E FINANCIA

Note issued t

erest at the 
will pay cash

(each an “
ecord at the 
t a business 

ding such Int
ecent date to
n paid, from
year of twe

pal at the ra
ments of cash

est shall be 
be deeme

February 26
eem the Not
 Company r
price equal 
Price”), plu

Date. If a Re
nding Interes
shall be paya
red as such
Redemption

tes are to b
m the outstan

Q U A R T E R

INC. 
ompany) 

AL STATEM

to Diamond

Interest Ra
h interest sem
“Interest Pay

close of bu
day) (each a

terest Payme
o which int

m the Issue 
elve 30-day 
ate borne by
h interest at

payable on
d paid in 

6, 2015. On 
tes in whole
redeems the N
to 100% (O
s accrued an

edemption D
st Payment D
able to the H
h on the rel
n Price shal
e redeemed
nding Notes

R   R E P O R

MENTS 

d Peak Resou

ate in cash 
miannually i
yment Date”
siness on th
a “Regular R
ent Date. Ca
terest has be

Date. Cash
months. Th

y the Notes,
t the same r
n demand. U

full rather 

and after Fe
e or in part 
Notes at its 

One hundred
nd unpaid in

Date is after a
Date, the acc

Holders of su
levant Regu
ll not inclu

d, the Agent
s by lot or sh

T ‐   J U N E  

urce Corpora

on the prin
in arrears on
”), beginnin

he preceding 
Record Date
ash interest o
een paid or 

h interest wi
he Company 

 and it shal
rate to the e
Upon conver

than cance

ebruary 26, 2
at any time 
option, the N
d percent) o
nterest, if an
a Regular Re
crued and un
uch Notes, o
ular Record 
ude such int
t shall selec
hall redeem 

 

ation, 

ncipal 
n June 
ng on 
 June 
”), as 

on the 
duly 

ill be 
shall 

ll pay 
extent 
rsion, 
elled, 

2015, 
or in 

Notes 
of the 
ny, to 
ecord 
npaid 

or one 
Date 

terest 
ct the 

each 



 

103 | P a
3 0 ,   2 0

 
 
O
ca
P

  
3
at

  
N

 
C. C

 
E
an
in
ca
th
C
co
an

  
T
d
fo
ef
pr
C

  
T
co
fa
th
d
an

 
 
 
 
 
 

g e G N C C  
1 3  

On and after t
alled for red
rice and acc

0 (Thirty) da
t their regist

No sinking fu

Conversion o

Except as set
ny portion th
nto Common
alled for red
he second B

Company sha
onversion ri
nd such Not

The number 
etermined b
or conversio
ffect on the 
rice as repo

Company sha

To convert a
onversion n
acsimile of s
he Note to 
ocuments if 
ny transfer o

C A P I T A L

NOT

the Redempt
demption, un
rued and unp

ays prior no
ered address

und is provid

of Note: 

t forth in the
hereof equal
n Stock at a
demption, su
Business Da
all default in
ght shall ter
e is redeeme

of shares of
y dividing t

on by $1,000
Conversion

orted for the 
all pay cash a

a Certificate
notice in the
such notice) 
the Convers

f required by
or similar tax

L ,   I N C .   –

GNCC 
(An Explora

 
TES TO TH

tion Date, in
nless the Co
paid interest

tice of redem
s of record. 

ded for the N

e next sente
l to $1,000 o
any time at 
uch conversi
ay prior to 
n making th
rminate at th
ed).  

f Common 
the principal
0, and then 
n Date. The 

5 (Five) tra
adjustment i

ed Note, a 
e form of E

and deliver
sion Agent, 
y the Conver
x, if required

–   T H I R D  

CAPITAL, I
ation Stage Co

E FINANCIA

nterest cease
ompany defa
t.  

mption will b

Note.  

nce, a Hold
or any integ
the Convers
ion right sha
the Redem

e redemptio
he close of b

Stock issuab
l amount of 
multiplying 
“Conversion

ading days p
in lieu of any

Holder mu
xhibit A he

r such notice
(3) furnish

rsion Agent,
d.  

Q U A R T E R

INC. 
ompany) 

AL STATEM

es to accrue o
faults in the 

be given by 

der of a Note
gral multiple 
sion Rate th
all terminate

mption Date 
on payment w
business on t

ble upon co
f the Note or

the quotien
n Rate” is b
preceding th
y fractional s

ust (1) com
ereto (or com
e to the Con

h appropriate
, the Compa

R   R E P O R

MENTS 

on Notes or p
payment of

the Compan

e may conve
of $1,000 i

hen in effect
e at the clos

for such N
when due, i
the date such

onversion of
r portion the
nt by the Co
based on the
he date of c
share of Com

mplete and m
mplete and 

nversion Age
e endorseme
any or the A

T ‐   J U N E  

portions of N
f the Redem

ny to the Ho

ert such Not
n excess the
t. If such No
se of busine
Note (unles
n which cas
h default is c

f a Note sha
ereof surrend
onversion Ra
e average tra
conversion.  
mmon Stock

manually si
manually s

ent, (2) surre
ents and tra

Agent and (4

 

Notes 
mption 

olders 

te (or 
ereof) 
ote is 
ss on 
s the 
se the 
cured 

all be 
dered 
ate in 
ading 
 The 

k.  

ign a 
ign a 
ender 
ansfer 
4) pay 



 

104 | P a
3 0 ,   2 0

 
 
On Apri
Managem
$0.01 per
 
The Con
unsecure
2014; int
GNCC C
 
BACKGR
into a C
Highwav
 
HIGHWA
GNCC C
companie
to make 
the comp
 
The Con
Company
the Comp
ownershi
and for c
relations 
the follo
accredita
broker re
may inclu
limitation
dissemin
 
Consulta
www.und
FL and i
agreed th
the costs 
 
 

g e G N C C  
1 3  

il 8, 2013, 
ment Corp. (
r share of GN

nvertible Lo
d. Highwav
to shares of

Common Sto

ROUND: O
Consulting A
ve Managem

AVE is a sto
Common Sto
es in strategi
the investin

pany; and 

nsultant may
y one or mor
pany's goals
ip in the Co
coordination
services as 

owing servi
ation, availab
elations, and
ude persona
n, due dili

nated by the C

ant also 
discoveredeq
in New Yor
hat the Comp

of same are

C A P I T A L

NOT

the Compan
(“HIGHWAV
NCC Comm

an Note Ag
ve has the ri
f GNCC Co
ck.  

On April 8, 2
Agreement 

ment Corp. (“

ockholder in 
ock on Apri
ic business p

ng public kn

y, during th
re plans of p
s of making 
ompany; and
n in executin

agreed by b
ices: consul
bility to exp
d recommend
l consultant 
igence mee
Consultant o

operates 
quities.com”
k, NY as de
pany shall a 
 included in 

L ,   I N C .   –

GNCC 
(An Explora

 
TES TO TH

ny (“GNCC
VE”) in the 

mon Stock. 

greement be
ght to conv

ommon Stoc

2013, GNCC
with JAG 

“Highwave”)

the GNCC a
l 8, 2013. T
planning, inv

nowledgeable

he period of
public and in

the investin
d GNCC has
ng the agree
both parties. 
lting with 
and investor
d financing 
services, co

etings and 
or its subcon

as “U
”. Consultan
escribed in t
Presenter at 
the compen

–   T H I R D  

CAPITAL, I
ation Stage Co

E FINANCIA

C”) issued a
amount of $

ars interest 
ert this Con

ck and at a 

C Capital, In
Consulting 

). 

and owned a
The Consulta
vestor, publi
e about the 

f time cove
nvestor relati
ng public kn
s engaged C
d-upon plan
The plan m
the Compa
r base, inves
alternatives 
nferences, a
investor co

ntractors with

Undiscovered
nt provides In
their web si
both of Con

nsation paid t

Q U A R T E R

INC. 
ompany) 

AL STATEM

a Convertib
$30,000. Thi

at 6% (Six
nvertible Lo
price of $0

nc. (“GNCC”
Group, LL

a total amou
ant is in the
ic relations a
potential be

ered by this
ions to utiliz
nowledgeabl
Consultant to
n, for using 

may include. b
any's manag
stor support,
 and source

and seminars
onferences. 
hout the Com

d Equitie
nvestor Con
ite, www.sm
nsultants “20
to Consultan

R   R E P O R

MENTS 

le Loan No
is was calcul

x percent) p
an Note on 

0.01 (One ce

” or the “Co
LC (“Consu

unt of 11,192
e business of
and writing s
enefits of sto

s Agreemen
ze business e
e about the 

o provide on
various inve
but not by w

gement con
, strategic bu
s. In additio

s including, b
No inform

mpany's appr

es” under
ferences in b

mallcapconfe
013 Winter C
nt by GNCC

T ‐   J U N E  

ote to High
lated at a pri

er annum a
or after Ap

ent) per sha

ompany”) en
ltant”) and 

2,480 shares 
f assisting p
services desi
ock ownersh

t, present to
entities to ach
benefits of

ne or more p
estors and p
way of limita
ncerning inv
usiness plan

on, these ser
but not by w
mation shal
roval. 

r web 
both Boca R
erences.com.
Conferences

C. 

 

hwave 
ice of 

and is 
pril 8, 
are of 

ntered 
with 

of 
public 
igned 
hip in 

o the 
hieve 
stock 

plans, 
public 
ation, 
vestor 
nning, 
rvices 

way of 
ll be 

site, 
Raton, 
. It is 
” and 



 

105 | P a
3 0 ,   2 0

 
 
Company
to Paragr
until Oct
 
HIGHWA
Stock to 
this Agre
 
It was he
 
(i) HIGH
3,000,00
(ii) HIGH
Common
(iii) HIG
Common
(iv) HIG
Common
(v) HIGH
Common
(vi) HIG
Common
 
It is reco
GNCC an
initial in
Common
 
On April
Corp, in 
from a t
Company
 
Highwav
Common
of $0.01 
 
 
 

g e G N C C  
1 3  

y and Consu
raph 1 of th
ober 8, 2013

AVE shall t
Consultant 

eement. 

ereby agreed

HWAVE sha
0 unrestricte
HWAVE sh
n Stock to Co

GHWAVE sh
n Stock to Co

GHWAVE sh
n Stock to Co
HWAVE sh
n Stock to Co

GHWAVE sh
n Stock to Co

orded that HI
nd HIGHWA

ndebtedness 
n Stock to Co

l 10, 2013, 
the amount 
third party 
y.  

ve Managem
n Stock to th
per share of

C A P I T A L

NOT

ultant agree t
his Agreeme
3. 

transfer a tot
in respect o

d that: 

all immedia
ed shares of 
hall transfer 
onsultant on
hall transfer 
onsultant on
hall transfer 
onsultant on
all transfer 
onsultant on
hall transfer 
onsultant on

IGHWAVE 
AVE have a
to Highwav

onsultant by

the Compan
of $8,000. T
and paid b

ment Corp tr
he third party
f the Compan

L ,   I N C .   –

GNCC 
(An Explora

 
TES TO TH

that on the C
ent on April

tal amount o
of total comp

ately upon s
GNCC Com
an additiona

n May 8, 201
an addition

n June 8, 201
an addition

n July 8, 2013
an additiona

n August 8, 2
an addition

n September 

is making t
a separate ag
ve; in respe

y Highwave;

ny issued a 
This was in 
y Highwave

ransferred an
y in respect 
ny’s Commo

–   T H I R D  

CAPITAL, I
ation Stage Co

E FINANCIA

Consultant w
9, 2013 (th

of 6,000,000
pensation du

signature of 
mmon Stock t

al amount o
3; and 

nal amount o
3; and 

nal amount o
3; and 
al amount o
2013; and 
nal amount o

8, 2013. 

these payme
greement in r
ect of the 3

Convertible
settlement o
e Managem

n amount of
of Professio

on Stock. 

Q U A R T E R

INC. 
ompany) 

AL STATEM

will commerc
he “Effectiv

0 unrestricte
ue to Consu

this Agreem
to Consultan

of 600,000 u

of 600,000 u

of 600,000 u

of 600,000 u

of 600,000 u

ents for and 
respect there
3,000,000 un

e Loan Note
of Profession

ment Corp fo

f 800,000 u
onal Fees. T

R   R E P O R

MENTS 

ce significan
e Date”), an

d shares of 
ultant by GN

ment, transf
nt; and 
unrestricted 

unrestricted 

unrestricted 

unrestricted 

unrestricted 

on behalf of
eof. In settle
nrestricted s

e to Highwa
nal Services 
for or and o

unrestricted 
This was calc

T ‐   J U N E  

nt duties pur
nd shall con

GNCC Com
NCC; in term

fer an amou

shares of G

shares of G

shares of G

shares of G

shares of G

f GNCC and
ement of GN
shares of G

ave Manage
to the Comp

on behalf o

shares of G
culated at a 

 

rsuant 
ntinue 

mmon 
ms of 

unt of 

GNCC 

GNCC 

GNCC 

GNCC 

GNCC 

d that 
NCC’s 
GNCC 

ement 
pany, 

of the 

GNCC 
price 



 

106 | P a
3 0 ,   2 0

 
 
The Con
unsecure
or after A
share of t
 
On May 
its outsta
 

1. T
co
o

2. T
C

3. A
is

4. T
la

5. T
L

 
The Com
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

g e G N C C  
1 3  

nvertible Lo
d. Highwav

April 10, 201
the Compan

18, 2014, th
anding Conv

That a portion
onverted into
f Common S

The amount 
Common Sto
An amount o
ssued, follow

That new and
arge number

That the mat
Loan Notes b

mpany termin

C A P I T A L

NOT

an Note Ag
e Manageme
14; into shar
y’s Common

he Company
ertible Loan

n of the Con
o shares of t
Stock. 
of $899,988
ck. 

of 99,998,66
wing these pa
d extended S
r of the Comp
turity dates 
be extended. 

nated this ag

L ,   I N C .   –

GNCC 
(An Explora

 
TES TO TH

greement be
ent Corp ha
res of the Co
n Stock. 

y agreed with
n Notes, as fo

nvertible Loa
the Company

8 of outstand

4 RESTRIC
artial conver

Stock Sale an
pany’s Stock
of a large n

greement wit

–   T H I R D  

CAPITAL, I
ation Stage Co

E FINANCIA

ars interest 
s the right to
ompany’s Co

h the majori
ollows: 

an Notes issu
y’s Common

ding Conver

CTED shares
rsions of the 
nd Restrictio
kholders. 
number of t

th JAG Cons

Q U A R T E R

INC. 
ompany) 

AL STATEM

at 6% (Six
o convert th
ommon Stoc

ity of its stoc

ued by the C
n Stock and 

rtible Notes 

s of the Com
 Convertible

on Agreemen

the Compan

sulting Grou

R   R E P O R

MENTS 

x percent) p
his Convertib
ck and at a p

ckholders an

Company on
at a price of

 be converte

mpany’s Com
e Loan Note
nts be entere

ny’s outstan

up, LLC. 

T ‐   J U N E  

er annum a
ble Loan No
price of $0.0

nd the Holde

n May 3, 201
f $0.009 per 

ed into shar

mmon Stock
s. 
ed into betw

ding Conve

 

and is 
ote on 
01 per 

ers of 

10, be 
share 

res of 

k was 

ween a 

ertible 



 

107 | P a
3 0 ,   2 0

 
 
The Parti
 
Loan No
  
 
Middle V
Searchlig
Castlewo
Highwav
Streetsid
Artco Ca
Insight H
Emerald 
Saffron V
Liberty I
Macy Oc
Neutral B
Diamond
Western 

TOTAL

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

g e G N C C  
1 3  

ial Convertib

te Issued To
 

Verde Develo
ght Explorati
ood Capital G
ve Managem
e Holdings A

apital Ltd.  
Holdings, S.A

Internationa
Ventures Gm
nvestment S

cean Enterpr
Bay Investm
d Peak Resou
Treasure Ho

S  

C A P I T A L
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ble Loan No

o   
  

opment Co.,
ion, LLC  
Group, S.A. 

ment Corp.  
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A.   
al Corporatio
mbH   
Services Ltd.
rises, Inc.  

ments, S.A.  
urce Corpora
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L ,   I N C .   –
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on  
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p.  

–   T H I R D  
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ons effected 

 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

       

Q U A R T E R

INC. 
ompany) 

AL STATEM

d on May 18,

Amount
 

$ 44,550
$ 44,550
$ 67,574
$ 67,574
$ 67,574
$ 67,574
$ 67,574
$ 67,574
$ 67,574
$ 67,574
$ 67,574
$ 67,574
$ 67,574
$ 67,574

    $899,988

R   R E P O R

MENTS 

, 2013, were

Numb
Of Co

0   4,95
0   4,95
4    7,50
4    7,50
4    7,50
4    7,50
4    7,50
4    7,50
4   7,50
4    7,50
4    7,50
4   7,50
4    7,50
4   7,50

8 99,99

T ‐   J U N E  

e as follows:

ber of Share
ommon Stoc

50,000      
50,000 
08,222 
08,222 
08,222 
08,222 
08,222 
08,222 
08,222 
08,222 
08,222 
08,222 
08,222 
08,222 

98,664 

 

es 
ck 
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Treasure Ho

OTAL  

C A P I T A L

NOT

Schedule of 

To   

 Silver Prop

opment Co.,
ion, LLC  

Management, 
Group, S.A. 

ment Corp.  
AG   

  
A.   
al Corporatio
mbH   
Services Ltd.
rises, Inc.  

ments, S.A.  
urce Corpora
oldings Corp

  

L ,   I N C .   –

GNCC 
(An Explora

 
TES TO TH

Convertible

erties dated 

, LLC 

Inc. 
 

on  

.  

ation 
p.  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

–   T H I R D  

CAPITAL, I
ation Stage Co

E FINANCIA

e Notes Issu

 

May 3, 2010

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

Q U A R T E R

INC. 
ompany) 

AL STATEM

ued At June 

Amount

0: 
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R   R E P O R
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567   
567  
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739   
956   
520   
956   
739   
956  
956   
739   
956   
956   
956   
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T ‐   J U N E  

Due Date

05/03/201
05/03/201
05/03/201
05/03/201
05/03/201
05/03/201
05/03/201
05/03/201
05/03/201
05/03/201
05/03/201
05/03/201
05/03/201
05/03/201
05/03/201
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14 
14  
14 
14 
14 
14 
14 
14 
14  
14 
14 
14 
14 
14 
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$ 67,574
$ 67,574
$ 67,574
$ 67,574

    $899,988

R   R E P O R

MENTS 

 30, 2013  

, 2013, were

Numb
Of Co

0   4,95
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003  05/03
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004 05/03
004 05/03
003 05/03
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004 05/03
004  05/03
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3/2014 
3/2014 
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3/2014 
3/2014 
3/2014 
3/2014 
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3/2014 
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3/2014 
3/2014 
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$   233,2
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$   264,0
$   297,0
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$   297,0
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032  09/02
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09/29/201
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ompany) 
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Amount

mber 2, 2010

$       89,
$       89,
$     179,
$       86,
$     115,
$     129,
$     100,
$     129,
$     115,
$     129,
$     129,
$     115,
$     129,
$     129,
$     129,

$  1,800,

Amount

$       68,

$       68,

R   R E P O R

MENTS 

013  (Contin

t  

,500   
,500   
,000   
,520   
,369  
,780  
,940  
,780  
,351  
,780  
,780  
,360  
,780  
,780  
,780  

,000 

t  

,310  

,310 

T ‐   J U N E  

nued): 

Due Date

12/02/201
12/02/201
12/02/201
12/02/201
12/02/201
12/02/201
12/02/201
12/02/201
12/02/201
12/02/201
12/02/201
12/02/201
12/02/201
12/02/201
12/02/201

Due Date

01/02/201

 

e 

14 
14  
14  
14  
14  
14  
14  
14  
14  
14  
14  
14  
14  
14  
14  

e 

14 
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Loan No

Settlemen
 
Western 
 
SUB TO
 
 

 

Loan No

Settlemen
 
Streetsid
 
SUB TO
 
 
 

Loan No

Settlemen
 
Sanassiou
 
SUB TO
 
 
 
 
 
 
 

g e G N C C  
1 3  

Schedule 

ote Issued T

nt of Consul

Treasure Ho

OTAL  

ote Issued T

nt of Consul

e Holdings, 

OTAL  

ote Issued T

nt of Profess

u Investmen

OTAL  

C A P I T A L

NOT

of Converti

To   

lting Fees da

oldings Corp

  

To   

lting Fees da

AG  

  

To   

sional Fees d

nts, Inc.  

  

L ,   I N C .   –

GNCC 
(An Explora

 
TES TO TH

ible Notes Is

ated January

p. 

ated January

dated Januar

–   T H I R D  

CAPITAL, I
ation Stage Co

E FINANCIA

ssued As At

 

y 2, 2013 

 

 

 

y 2, 2013 

 

 

 

ry 2, 2013 

 

 

Q U A R T E R

INC. 
ompany) 

AL STATEM

t June 30, 20

Amount

$      68,3

$      68,3

Amount

$      68,3

$      68,3

Amount

$      10,0

$      10,0

R   R E P O R

MENTS 

013  (Contin

t  

310  

310 

t  

310  

310 

t  

000  

000 

T ‐   J U N E  

nued): 

Due Date

01/02/201

Due Date

01/02/201

Due Date

01/02/201

 

e 

14 

e 

14 

e 

14 
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Loan No

Settlemen
 
Diamond
 
SUB TO
 
Loan No

Settlemen
 
Highwav
 
SUB TO
 

Loan No

Settlemen
 
Highwav
 
SUB TO
 
 
 
 
 
 
 
 
 
 
 
 

g e G N C C  
1 3  

Schedule 

ote Issued T

nt of Loan A

d Peak Resou

OTAL  

ote Issued T

nt of Consul

ve Managem

OTAL  

ote Issued T

nt of Profess

ve Managem

OTAL  

C A P I T A L

NOT

of Converti

To   

Account plus

urce Corpora

  

To   

lting Fees to

ment Corp. 

  

To   

sional Fees d

ment Corp. 

  

L ,   I N C .   –

GNCC 
(An Explora

 
TES TO TH

ible Notes Is

s Accrued In

ation 

 JAG Consu

dated April 1

–   T H I R D  

CAPITAL, I
ation Stage Co

E FINANCIA

ssued As At

 

nterest dated 

 

 

 

ulting Group

 

 

 

10, 2013 

 

 

Q U A R T E R

INC. 
ompany) 

AL STATEM

t June 30, 20

Amount

February 26

$    829,3

$    829,3

Amount

p, LLC dated

$      30,0

$      30,0

Amount

$        8,0

$        8,0

R   R E P O R

MENTS 

013  (Contin

t  

6, 2013 

308  

308 

t  

d April 8, 20

000  

000 

t  

000  

000 

T ‐   J U N E  

nued): 

Due Date

02/26/201

Due Date

13 

04/08/201

Due Date

04/10/201

 

e 

15 

e 

14 

e 

14 
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Loan No

Acquisiti
 
Anacond
Castlewo
Highwav
Streetsid
Artco Ca
Insight H
Emerald 
Saffron V
Liberty I
Macy Oc
Neutral B
Diamond
Western 
 
SUB TO
 
*These C
 
TOTAL 
  
 
 
 
 
 
 
 
 
 
 
 
 
 

g e G N C C  
1 3  

Schedule 

ote Issued T

ion of White

da Exploratio
ood Capital G
ve Managem
e Holdings A

apital Ltd.  
Holdings, S.A

Internationa
Ventures Gm
nvestment S

cean Enterpr
Bay Investm
d Peak Resou
Treasure Ho

OTAL  

Convertible L

ISSUED C
 

C A P I T A L

NOT

of Converti

To   

e Hills Gold 

on, LLC   
Group, S.A. 

ment Corp.  
AG   

  
A.   
al Corporatio
mbH   
Services Ltd.
rises, Inc.  

ments, S.A.  
urce Corpora
oldings Corp

  

Loan Notes b

ONVERTIB
  

L ,   I N C .   –

GNCC 
(An Explora

 
TES TO TH

ible Notes I

Properties d

 

on  

.  

ation 
p.  

bear interest

BLE LOAN

–   T H I R D  

CAPITAL, I
ation Stage Co

E FINANCIA
 

ssued As At

 

dated June 17

 
 
 
 
 
 
 
 
 
 
 
 
 

 

t at 6% per a

N NOTES:
 

Q U A R T E R

INC. 
ompany) 

AL STATEM

t June 30, 2

Amount

7, 2013 

$   594,0
$   450,5
$   450,5
$   450,5
$   450,5
$   450,5
$   450,5
$   450,5
$   450,5
$   450,5
$   450,5
$   450,5
$   450,5

$6,000,0

annum. 

$22,968,
======

R   R E P O R

MENTS 

2013 (Contin

t  

000  
500  
500  
500  
500  
500  
500  
500  
500  
500  
500  
500  
500  

000 

,250 
===== 

T ‐   J U N E  

nued): 

Due Date

06/17/201
06/17/201
06/17/201
06/17/201
06/17/201
06/17/201
06/17/201
06/17/201
06/17/201
06/17/201
06/17/201
06/17/201
06/17/201

 

e 

16 
16 
16 
16 
16 
16 
16 
16 
16 
16 
16 
16 
16 
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Loan No

Acquisiti
 
Middle V
Searchlig
Stelan Re
Castlewo
Highwav
Streetsid
Artco Ca
Insight H
Emerald 
Saffron V
Liberty I
Macy Oc
Neutral B
Diamond
Western 

SUB TO

*These C
 

On May 
Notes. Th

 
 

 

 

 

 

g e G N C C  
1 3  

Accru

ote Issued T

ion of Three

Verde Develo
ght Explorati
eal Estate M
ood Capital G
ve Managem
e Holdings A

apital Ltd.  
Holdings, S.A

Internationa
Ventures Gm
nvestment S

cean Enterpr
Bay Investm
d Peak Resou
Treasure Ho

OTAL  

Convertible L

18, 2013, t
he interest sc

C A P I T A L

NOT

ued Interest

To   

 Silver Prop

opment Co.,
ion, LLC  

Management, 
Group, S.A. 

ment Corp.  
AG   

  
A.   
al Corporatio
mbH   
Services Ltd.
rises, Inc.  

ments, S.A.  
urce Corpora
oldings Corp

  

Loan Notes b

there were s
chedules we

L ,   I N C .   –

GNCC 
(An Explora

 
TES TO TH

t on Convert

erties dated 

, LLC 

Inc. 
 

on  

.  

ation 
p.  

bear interest

small partial
ere calculated

–   T H I R D  

CAPITAL, I
ation Stage Co

E FINANCIA
 

tible Loan N
 

 

May 3, 2010

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

t at 5% per a

l conversion
d accordingl

Q U A R T E R

INC. 
ompany) 

AL STATEM

Notes as at J

Amount

0: 

$   346,0
$   346,0
$   713,5
$   269,7
$   382,1
$   438,3
$   325,9
$   438,3
$   382,1
$   438,3
$   438,3
$   382,1
$   438,3
$   438,8
$   438,8

$6,284,0

annum. 

ns in respec
ly. 

R   R E P O R

MENTS 

June 30, 20

t  

017   
017  
560  
729   
165   
382  
946   
382   
165   
382  
382   
165   
382   
832   
832   

012  

ct of these C

T ‐   J U N E  

13 

Interest

$     66,39
$     66,39
$   132,68
$     57,22
$     76,38
$     85,97
$     66,80
$     85,97
$     76,38
$     85,97
$     85,97
$     76,38
$     85,97
$     85,97
$     85,97

$1,220,48

Convertible 

 

96 
96 
85  
21 
89 
73 
05 
73 
89 
73  
73 
89 
73 
73 
73 

81 

Loan 
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A
 

Loan No

 
Acquisiti
 
Searchlig
Stelan Re
Castlewo
Highwav
Streetsid
Artco Ca
Insight H
Emerald 
Saffron V
Liberty I
Macy Oc
Neutral B
Diamond
Western 
 

SUB TO

*These C
 

 

 

 

 

 

 

g e G N C C  
1 3  

Accrued Int

ote Issued T

ion of Ester 

ght Explorati
eal Estate M
ood Capital G
ve Managem
e Holdings A

apital Ltd. 
Holdings, S.A

Internationa
Ventures Gm
nvestment S

cean Enterpr
Bay Investm
d Peak Resou
Treasure Ho

OTAL  

Convertible L

C A P I T A L

NOT

terest on Co

To   

Basin Gold 

ion, LLC  
Management, 

Group, S.A. 
ment Corp.  

AG   
  

A.   
al Corporatio
mbH   
Services Ltd.
rises, Inc.  

ments, S.A.  
urce Corpora
oldings Corp

  

Loan Notes b

L ,   I N C .   –

GNCC 
(An Explora

 
TES TO TH

onvertible L

dated May 3

Inc. 
 

on  

.  

ation 
p.  

bear interest

 

–   T H I R D  

CAPITAL, I
ation Stage Co

E FINANCIA
 

Loan Notes a

 

3, 2010: 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

t at 5% per a

Q U A R T E R

INC. 
ompany) 

AL STATEM

as at June 3

Amount

$   199,9
$   199,9
$     96,0
$   128,0
$   144,0
$   112,0
$   144,0
$   128,0
$   144,0
$   144,0
$   128,0
$   144,0
$   144,0
$   144,0

$2,000,0

annum. 

R   R E P O R

MENTS 

30, 2013 (Co

t  

980     
980      
002      
002      
004      
003      
004      
002     
004     
004     
003     
004     
004     
004      

000   

T ‐   J U N E  

ontinued) 

Interest

$  33,259
$  33,259
$  15,966
$  21,288
$  23,950
$  18,627
$  23,950
$  21,288
$  23,950
$  23,950
$  21,288
$  23,950
$  23,950
$  23,950

$332,625
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A
 

Loan No

Acquisiti

Searchlig
Anacond
Stelan Re
Castlewo
Highwav
Streetsid
Artco Ca
Insight H
Emerald 
Saffron V
Liberty I
Macy Oc
Neutral B
Diamond
Western 

SUB TO

*These C
 

 

 

 

 

 

 

 

g e G N C C  
1 3  

Accrued Int

ote Issued T

ion of Clara 

ght Explorati
da Exploratio
eal Estate M
ood Capital G
ve Managem
e Holdings A

apital Ltd.  
Holdings, S.A

Internationa
Ventures Gm
nvestment S

cean Enterpr
Bay Investm
d Peak Resou
Treasure Ho

OTAL  

Convertible L

C A P I T A L

NOT

terest on Co

To   

Gold dated 

ion, LLC  
on, LLC   

Management, 
Group, S.A. 

ment Corp.  
AG   

  
A.   
al Corporatio
mbH   
Services Ltd.
rises, Inc.  

ments, S.A.  
urce Corpora
oldings Corp

  

Loan Notes b

L ,   I N C .   –

GNCC 
(An Explora

 
TES TO TH

onvertible L

September 2

Inc. 
 

on  

. 

ation 
p.  

bear interest

–   T H I R D  

CAPITAL, I
ation Stage Co

E FINANCIA
 

Loan Notes a

 

2, 2010: 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

t at 5% per a

Q U A R T E R

INC. 
ompany) 

AL STATEM

as at June 3

Amount

$   233,2
$   233,2
$   233,2
$   198,0
$   264,0
$   297,0
$   231,0
$   297,0
$   264,0
$   297,0
$   297,0
$   264,0
$   297,0
$   297,0
$   297,0

$4,000,0

annum. 

R   R E P O R

MENTS 

30, 2013 (Co

t  

200     
200     
200    
024     
032     
036    
028     
036     
032     
036     
036     
032     
036    
036     
036     

000   

T ‐   J U N E  

ontinued) 

Interest

$  34,298
$  34,298
$  34,298
$  29,124
$  38,832
$  43,686
$  33,978
$  43,686
$  38,832
$  43,686
$  43,686
$  38,832
$  43,686
$  43,686
$  43,686

$588,294
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A
 

Loan No

Acquisiti

Searchlig
Anacond
Stelan Re
Castlewo
Highwav
Streetsid
Artco Ca
Insight H
Emerald 
Saffron V
Liberty I
Macy Oc
Neutral B
Diamond
Western 

SUB TO

*These C
 

 

 

 

 

 

 

 

g e G N C C  
1 3  

Accrued Int

ote Issued T

ion of Burnt 

ght Explorati
da Exploratio
eal Estate M
ood Capital G
ve Managem
e Holdings A

apital Ltd. 
Holdings, S.A

Internationa
Ventures Gm
nvestment S

cean Enterpr
Bay Investm
d Peak Resou
Treasure Ho

OTAL  

Convertible L

C A P I T A L

NOT

terest on Co

To   

Well Gold d

ion, LLC  
on, LLC   

Management, 
Group, S.A. 

ment Corp.  
AG   

  
A.   
al Corporatio
mbH   
Services Ltd.
rises, Inc.  

ments, S.A.  
urce Corpora
oldings Corp

  

Loan Notes b

L ,   I N C .   –

GNCC 
(An Explora

 
TES TO TH

onvertible L

dated Septem

Inc. 
 

on  

. 

ation 
p.  

bear interest

–   T H I R D  

CAPITAL, I
ation Stage Co

E FINANCIA
 

Loan Notes a

 

mber 29, 201

 
 
 
 
 
 
 
   
 
 
 
 
 
 
 

 

t at 5% per a

Q U A R T E R

INC. 
ompany) 

AL STATEM

as at June 3

Amount

10 

$     89,5
$     89,5
$   179,0
$     86,5
$   115,3
$   129,7
$   100,9
$   129,7
$   115,3
$   129,7
$   129,7
$   115,3
$   129,7
$   129,7
$   129,7

$1,800,0

annum. 

R   R E P O R

MENTS 

30, 2013 (Co

t  

500      
500      
000      
520      
369     
780     
940     
780     
351     
780     
780     
360     
780     
780     
780     

000    

T ‐   J U N E  

ontinued) 

Interest

$  12,737
$  12,737
$  25,474
$  12,313
$  16,419
$  18,470
$  14,365
$  18,470
$  16,416
$  18,470
$  18,470
$  16,417
$  18,470
$  18,470
$  18,470

$256,168
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A
 

Loan No

Acquisiti

Searchlig
Middle V
Stelan Re
Castlewo
Highwav
Streetsid
Artco Ca
Insight H
Emerald 
Saffron V
Liberty I
Macy Oc
Neutral B
Diamond
Western 

SUB TO
 
*These C
 
Loan No

Settlemen
 
Liberty I
 
SUB TO
 
*These C
 
 
 

g e G N C C  
1 3  

Accrued Int

ote Issued T

ion of Addit

ght Explorati
Verde Develo
eal Estate M
ood Capital G
ve Managem
e Holdings A

apital Ltd. 
Holdings, S.A

Internationa
Ventures Gm
nvestment S

cean Enterpr
Bay Investm
d Peak Resou
Treasure Ho

OTAL  

Convertible L

ote Issued T

nt of Consul

nvestment S

OTAL  

Convertible L

C A P I T A L

NOT

terest on Co

To   

ional Silver 

ion, LLC  
opment Co.,

Management, 
Group, S.A. 

ment Corp.  
AG   

  
A.   
al Corporatio
mbH   
Services Ltd.
rises, Inc.  

ments, S.A.  
urce Corpora
oldings Corp

  

Loan Notes b

To   

lting Fees da

Services Ltd.

  

Loan Notes b

L ,   I N C .   –

GNCC 
(An Explora

 
TES TO TH

onvertible L

Properties d

, LLC
Inc. 
 

on  

. 

ation 
p.  

bear interest

ated January

. 

bear interest

–   T H I R D  

CAPITAL, I
ation Stage Co

E FINANCIA
 

Loan Notes a

 

dated Decem

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

t at 5% per a

 

y 2, 2013 

 

 

t at 6% per a

Q U A R T E R

INC. 
ompany) 

AL STATEM

as at June 3

Amount

mber 2, 2010

$       89,
$       89,
$     179,
$       86,
$     115,
$     129,
$     100,
$     129,
$     115,
$     129,
$     129,
$     115,
$     129,
$     129,
$     129,

$  1,800,

annum. 

Amount

$       68,

$       68,

annum. 

R   R E P O R

MENTS 

30, 2013 (Co

t  

,500      
,500      
,000      
,520      
,369     
,780     
,940     
,780     
,351     
,780     
,780     
,360     
,780     
,780     
,780     

,000   

t  

,310      

,310      

T ‐   J U N E  

ontinued) 

Interest

$  12,313
$  12,313
$  24,626
$  11,903
$  15,872
$  17,854
$  13,887
$  17,854
$  15,869
$  17,854
$  17,854
$  15,869
$  17,854
$  17,854
$  17,854

$247,632

Interest

$   2,075

$   2,075
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A
 

Loan No

Settlemen
 
Western 
 
SUB TO
 
*These C
 

Loan No

Settlemen
 
Streetsid
 
SUB TO
 
*These C
 

Loan No

Settlemen
 
Sanassiou
 
SUB TO
 
*These C
 
 
 
 
 
 

g e G N C C  
1 3  

Accrued Int

ote Issued T

nt of Consul

Treasure Ho

OTAL  

Convertible L

ote Issued T

nt of Consul

e Holdings, 

OTAL  

Convertible L

ote Issued T

nt of Profess

u Investmen

OTAL  

Convertible L

C A P I T A L

NOT

terest on Co

To   

lting Fees da

oldings Corp

  

Loan Notes b

To   

lting Fees da

AG  

  

Loan Notes b

To   

sional Fees d

nts, Inc.  

  

Loan Notes b

L ,   I N C .   –

GNCC 
(An Explora

 
TES TO TH

onvertible L

ated January

p. 

bear interest

ated January

bear interest

dated Januar

bear interest

–   T H I R D  

CAPITAL, I
ation Stage Co

E FINANCIA
 

Loan Notes a

 

y 2, 2013 

 

 

t at 6% per a

 

y 2, 2013 

 

 

t at 6% per a

 

ry 2, 2013 

 

 

t at 6% per a

Q U A R T E R

INC. 
ompany) 

AL STATEM

as at June 3

Amount

$      68,3

$      68,3

annum. 

Amount

$      68,3

$      68,3

annum. 

Amount

$      10,0

$      10,0

annum. 

R   R E P O R

MENTS 

30, 2013 (Co

t  

310  

310  

t  

310  

310  

t  

000  

000          

T ‐   J U N E  

ontinued) 

Interest

$2,075 

$2,075 

Interest

$2,075  

$2,075 

Interest

   $  304 

      $  304 
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A
 

 
Loan No

Settlemen
 
Diamond
 
SUB TO
 
*These C
 
Loan No

Settlemen
 
Highwav
 
SUB TO
 

*These C
 

Loan No

Settlemen
 
Highwav
 
SUB TO
 
*These C
 
 
 
 
 
 

g e G N C C  
1 3  

Accrued Int

ote Issued T

nt of Loan A

d Peak Resou

OTAL  

Convertible L

ote Issued T

nt of Consul

ve Managem

OTAL  

Convertible L

ote Issued T

nt of Profess

ve Managem

OTAL  

Convertible L

C A P I T A L

NOT

terest on Co

To   

Account plus

urce Corpora

  

Loan Notes b

To   

lting Fees to

ment Corp. 

  

Loan Notes b

To   

sional Fees d

ment Corp. 

  

Loan Notes b

L ,   I N C .   –

GNCC 
(An Explora

 
TES TO TH

onvertible L

s Accrued In

ation 

bear interest

 JAG Consu

bear interest

dated April 1

bear interest

–   T H I R D  

CAPITAL, I
ation Stage Co

E FINANCIA
 

Loan Notes a

 

nterest dated 

 

 

t at 6% per a

 

ulting Group

 

 

t at 6% per a

 

10, 2013 

 

 

t at 6% per a

Q U A R T E R

INC. 
ompany) 

AL STATEM

as at June 3

Amount

February 26

$    829,3

$    829,3

annum. 

Amount

p, LLC dated

$      30,0

$      30,0

annum. 

Amount

$        8,0

$        8,0

annum. 

R   R E P O R

MENTS 

30, 2013 (Co

t  

6, 2013 

308  

308  

t  

d April 8, 20

000  

000  

t  

000  

000  

T ‐   J U N E  

ontinued) 

Interest

$16,711

$16,711 

Interest

13 

$   301 

$   301 

Interest

$   40 

$   40 
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A
 
 
Loan No

Acquisiti
 
Anacond
Castlewo
Highwav
Streetsid
Artco Ca
Insight H
Emerald 
Saffron V
Liberty I
Macy Oc
Neutral B
Diamond
Western 
 
SUB TO
 
*These C
 
TOTAL 
  
 
TOTAL 
  
 
 

 

 

 

 

g e G N C C  
1 3  

Accrued Int

ote Issued T

ion of White

da Exploratio
ood Capital G
ve Managem
e Holdings A

apital Ltd.  
Holdings, S.A

Internationa
Ventures Gm
nvestment S

cean Enterpr
Bay Investm
d Peak Resou
Treasure Ho

OTAL  

Convertible L

ISSUED C
 

ACCRUED
 

C A P I T A L

NOT

terest on Co

To   

e Hills Gold 

on, LLC   
Group, S.A. 
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Convertible Note 
 

THE SECURITY EVIDENCED HEREBY HAS NOT BEEN REGISTERED UNDER 
THE U.S. SECURITIES ACT OF 1933, AS AMENDED (THE “SECURITIES ACT”). THE 
HOLDER HEREOF, BY PURCHASING THIS NOTE, AGREES FOR THE BENEFIT OF 
GNCC CAPITAL, INC. (THE “COMPANY”) THAT THIS NOTE MAY NOT BE RESOLD, 
PLEDGED OR OTHERWISE, OTHER THAN (1) TO THE COMPANY, (2) SO LONG AS 
THIS NOTE IS ELIGIBLE FOR RESALE PURSUANT TO RULE 144A UNDER THE 
SECURITIES ACT (“RULE 144A”), TO A PERSON WHOM THE SELLER REASONABLY 
BELIEVES IS A QUALIFIED INSTITUTIONAL BUYER WITHIN THE MEANING OF 
RULE 144A, PURCHASING FOR ITS OWN ACCOUNT OR FOR THE ACCOUNT OF A 
QUALIFIED INSTITUTIONAL BUYER TO WHOM NOTICE IS GIVEN THAT THE 
RESALE, PLEDGE OR OTHER TRANSFER IS BEING MADE IN RELIANCE ON RULE 
144A, (3) TO AN INSTITUTIONAL ACCREDITED INVESTOR” AS DEFINED IN RULE 
501 (A)(1), (2), (3) OR (7) OF RULE 501 UNDER THE SECURITIES ACT 
(“INSTITUTIONAL ACCREDITED INVESTOR”) THAT IS ACQUIRING THIS NOTE FOR 
INVESTMENT PURPOSES AND NOT FOR DISTRIBUTION, AND THAT, PRIOR TO 
SUCH TRANSFER, DELIVERS TO THE COMPANY AND THE AGENT A SIGNED 
LETTER CONTAINING CERTAIN REPRESENTATIONS AND AGREEMENTS RELATING 
TO THE RESTRICTIONS ON TRANSFER OF THE NOTE EVIDENCED HEREBY (THE 
FORM OF WHICH LETTER MAY BE OBTAINED FROM THE AGENT), (4) PURSUANT 
TO RULE 144 UNDER THE SECURITIES ACT, (5) PURSUANT TO ANOTHER 
AVAILABLE EXEMPTION FROM REGISTRATION UNDER THE SECURITIES ACT OR 
(6) PURSUANT TO AN EFFECTIVE REGISTRATION STATEMENT UNDER THE 
SECURITIES ACT, IN EACH CASE IN ACCORDANCE WITH ANY APPLICABLE 
SECURITIES LAWS OF ANY STATE OF THE UNITED STATES PRIOR TO A TRANSFER 
OF THIS NOTE (OTHER THAN A TRANSFER PURSUANT TO CLAUSE (6) ABOVE), 
THE HOLDER OF THIS NOTE MUST, PRIOR TO SUCH TRANSFER, FURNISH TO THE 
COMPANY AND THE TRANSFER AGENT SUCH CERTIFICATES AND OTHER 
INFORMATION AND LEGAL OPINIONS AS THEY MAY REASONABLY REQUIRE. THE 
HOLDER HEREOF, BY PURCHASING THIS NOTE, REPRESENTS AND AGREES FOR 
THE BENEFIT OF THE COMPANY THAT IT IS AN ACCREDITED INVESTOR OR A 
QUALIFIED INSTITUTIONAL BUYER AND THAT IT IS HOLDING THIS NOTE FOR 
INVESTMENT PURPOSES AND NOT FOR DISTRIBUTION. IN ANY CASE THE 
HOLDER HEREOF WILL NOT, DIRECTLY OR INDIRECTLY, ENGAGE IN ANY 
HEDGING TRANSACTION WITH REGARD TO THIS NOTE OR ANY COMMON STOCK 
ISSUABLE UPON CONVERSION OF THIS NOTE EXCEPT AS PERMITTED BY THE 
SECURITIES ACT. 
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Capitalized terms used herein but not defined shall have the meanings assigned to them in 
Exhibit D attached hereto and incorporated by reference herein unless otherwise indicated.  
  
1. Cash Interest.  
  
  The Company promises to pay interest at the Interest Rate in cash on the principal 

amount of this Note. The Company will pay cash interest semiannually in arrears on June 
30 and December 31 of each year (each an “Interest Payment Date”), beginning on 
December 31, 2013, to Holders of record at the close of business on the preceding June 
15 and December 15 (whether or not a business day) (each a “Regular Record Date”), as 
the case may be, immediately preceding such Interest Payment Date. Cash interest on the 
Notes will accrue from the most recent date to which interest has been paid or duly 
provided or, if no interest has been paid, from the Issue Date. Cash interest will be 
computed on the basis of a 360-day year of twelve 30-day months. The Company shall 
pay cash interest on overdue principal at the rate borne by the Notes, and it shall pay 
interest in cash on overdue installments of cash interest at the same rate to the extent 
lawful. All such overdue cash interest shall be payable on demand. Upon conversion, 
accrued and unpaid interest shall be deemed paid in full rather than cancelled, 
extinguished or forfeited.  

  
2. Method of Payment.  
  

The Company will make payments in respect of the principal of, and cash interest on this 
Note and in respect of Redemption Prices, if any, to Holders who surrender Notes to a 
Paying Agent to collect such payments in respect of the Notes. The Company will pay 
cash amounts in money of the United States that at the time of payment is legal tender for 
payment of public and private debts. However, the Company may make such cash 
payments by check or wire transfer payable in such money. Any payment required to be 
made on any day that is not a Business Day will be made on the next succeeding 
Business Day.  

  
3. Paying Agent, Conversion Agent and Registrar.  
  

Initially, the Agent will act as Paying Agent, Conversion Agent and Registrar. The 
Company may appoint and change any Paying Agent, Conversion Agent, Registrar or co-
registrar without notice, other than notice to the Agent, which shall initially be an office 
or agency of the Agent. The Company or any of its Subsidiaries or any of their Affiliates 
may act as Paying Agent, Conversion Agent, Registrar or co-registrar.  

  
4. The Notes  
  

The Notes are general unsecured subordinated obligations of the Company limited to 
US$2,000,000 (Two million dollars) aggregate principal amount plus any additional 
accrued interest on these Notes. The Company may incur other Indebtedness, secured or 
unsecured.  

  



5. Optional Redemption.  
  

This Note is not redeemable prior to June 17, 2016. On and after June 17, 2016, the 
Company may at its option, redeem the Notes in whole or in part at any time or in part 
from time to time, in cash. If the Company redeems the Notes at its option, the Notes will 
be redeemed at a redemption price equal to 100% (One hundred percent) of the principal 
amount (the “Redemption Price”), plus accrued and unpaid interest, if any, to (but not 
including) the Redemption Date. If a Redemption Date is after a Regular Record Date but 
on or prior to the corresponding Interest Payment Date, the accrued and unpaid interest 
becoming due on such date shall be payable to the Holders of such Notes, or one or more 
predecessor Notes, registered as such on the relevant Regular Record Date according to 
their terms, and the Redemption Price shall not include such interest payment. If fewer 
than all the Notes are to be redeemed, the Agent shall select the particular Notes to be 
redeemed from the outstanding Notes by lot or shall redeem each note proportionally.  

  
On and after the Redemption Date, interest ceases to accrue on Notes or portions of Notes 
called for redemption, unless the Company defaults in the payment of the Redemption 
Price and accrued and unpaid interest.  

  
30 (Thirty) days prior notice of redemption will be given by the Company to the Holders 
at their registered address of record.  

  
No sinking fund is provided for the Notes.  

   
 6. Conversion.  
  

Except as set forth in the next sentence, a Holder of a Note may convert such Note (or 
any portion thereof equal to US$1,000 or any integral multiple of US$1,000 in excess 
thereof) into Common Stock at any time at the Conversion Rate then in effect. If such 
Note is called for redemption, such conversion right shall terminate at the close of 
business on the second Business Day prior to the Redemption Date for such Note (unless 
the Company shall default in making the redemption payment when due, in which case 
the conversion right shall terminate at the close of business on the date such default is 
cured and such Note is redeemed).  

  
The number of shares of Common Stock issuable upon conversion of a Note shall be 
determined by dividing the principal amount of the Note or portion thereof surrendered 
for conversion by US$1,000, and then multiplying the quotient by the Conversion Rate in 
effect on the Conversion Date. The “Conversion Rate” is based on the average trading 
price as reported for the 5 (Five) trading days preceding the date of conversion.   The 
Company shall pay cash adjustment in lieu of any fractional share of Common Stock.  

  
 
 
 
 



To convert a Certificated Note, a Holder must (1) complete and manually sign a 
conversion notice in the form of Exhibit A hereto (or complete and manually sign a 
facsimile of such notice) and deliver such notice to the Conversion Agent, (2) surrender 
the Note to the Conversion Agent, (3) furnish appropriate endorsements and transfer 
documents if required by the Conversion Agent, the Company or the Agent and (4) pay 
any transfer or similar tax, if required.  

 
7. Adjustment of Conversion Rate  
  

  The Conversion Rate shall be subject to adjustments, calculated by the Company, from 
time to time as follows:  

  
(a)  In case the Company shall hereafter pay a dividend or make a distribution to all 

holders of the outstanding Common Stock in shares of Common Stock, the 
Conversion Rate in effect at the opening of business on the date following the 
date fixed for the determination of stockholders entitled to receive such dividend 
or other distribution shall be increased by multiplying such Conversion Rate by a 
fraction:  

  
(1)  the numerator of which shall be the sum of the number of shares of 

Common Stock outstanding at the close of business on the Record Date 
fixed for such determination and the total number of shares constituting 
such dividend or other distribution, and  

  
(2)  The denominator of which shall be the sum of such number of shares.  

  
Such increase shall become effective immediately after the opening of business on the 
day following the Record Date. If any dividend or distribution of the type described in 
this paragraph 7(a) is declared but not so paid or made, the Conversion Rate shall again 
be adjusted to the Conversion Rate which would then be in effect if such dividend or 
distribution had not been declared.  

  
(b)  In case the outstanding shares of Common Stock shall be subdivided into a 

greater number of shares of Common Stock (commonly referred to as a “forward 
split”), the Conversion Rate in effect at the opening of business on the day 
following the day upon which such subdivision becomes effective shall be 
proportionately increased, and in case outstanding shares of Common Stock shall 
be combined into a smaller number of shares of Common Stock (commonly 
referred to as a “reverse split”), the Conversion Rate in effect at the opening of 
business on the day following the day upon which such combination becomes 
effective shall be reduced, in each such case, by multiplying such Conversion 
Rate by a fraction, the numerator of which shall be the number of shares of 
Common Stock outstanding immediately after giving effect to such subdivision or 
combination and the denominator of which shall be the number of shares of 
Common Stock outstanding immediately prior to such subdivision or 
combination. Such reduction or increase, as the case may be, to become effective 



immediately after the opening of business on the day following the day upon 
which such subdivision or combination becomes effective.  

 
(c) In case the Company shall issue rights or warrants to all holders of its outstanding 

shares of Common Stock entitling them (for a period of not more than 60 days) to 
subscribe for or purchase shares of Common Stock (or securities convertible into 
Common Stock) at a price per share (or having a Conversion Price per share) less 
than the Current Market Price on the Record Date fixed for the determination of 
stockholders entitled to receive such rights or warrants, the Conversion Rate shall 
be adjusted so that the same shall equal the price determined by multiplying the 
Conversion Rate in effect at the opening of business on the date after such Record 
Date by a fraction:  

  
(1)  the numerator of which shall be the number of shares of Common Stock 

outstanding on the close of business on the Record Date plus the total 
number of additional shares of Common Stock so offered for subscription 
or purchase (or into which the convertible securities so offered are 
convertible), and  

  
(2)  the denominator of which shall be the number of shares of Common Stock 

outstanding at the close of business on the Record Date plus the number of 
shares which the aggregate offering price of the total number of shares so 
offered for subscription or purchase (or the aggregate Conversion Price of 
the convertible securities so offered) would purchase at such Current 
Market Price.  

  
Such adjustment shall become effective immediately after the opening of business 
on the day following the Record Date fixed for determination of stockholders 
entitled to receive such rights or warrants. To the extent that shares of Common 
Stock (or securities convertible into Common Stock) are not delivered pursuant to 
such rights or warrants, upon the expiration or termination of such rights or 
warrants the Conversion Rate shall be readjusted to the Conversion Rate which 
would then be in effect had the adjustments made upon the issuance of such rights 
or warrants been made on the basis of the delivery of only the number of shares of 
Common Stock (or securities convertible into Common Stock) actually delivered. 
In the event that such rights or warrants are not so issued, the Conversion Rate 
shall again be adjusted to be the Conversion Rate which would then be in effect if 
such date fixed for the determination of stockholders entitled to receive such 
rights or warrants had not been fixed. In determining whether any rights or 
warrants entitle the holders to subscribe for or purchase shares of Common Stock 
at less than such Current Market Price, and in determining the aggregate offering 
price of such shares of Common Stock, there shall be taken into account any 
consideration received for such rights or warrants, the value of such consideration 
if other than cash, to be determined by the Board of Directors.  

  



(d)  In case the Company shall, by dividend or otherwise, distribute to all holders of 
its Common Stock shares of any class of capital stock of the Company (other than 
any dividends or distributions to which paragraph 7(a) applies) or evidences of its 
indebtedness or other assets, including securities, but excluding (1) any rights or 
warrants referred to in paragraph 7(c) and (3) dividends and distributions paid 
exclusively in cash referred to in paragraph 7(e) (the securities described in 
foregoing clauses (1)and (2) hereinafter in this paragraph 7(d) called the 
“excluded securities”), then, in each such case, subject to the second succeeding 
paragraph of this paragraph 7(d), the Conversion Rate shall be adjusted so that the 
same shall be equal to the price determined by multiplying the Conversion Rate in 
effect immediately prior to the close of business on the Record Date with respect 
to such distribution by a fraction:  

  
(1)  The numerator of which shall be such Current Market Price, and  

  
(2)  The denominator of which shall be the Current Market Price on such date, 

less the fair market value (as determined by the Board of Directors, whose 
determination shall be conclusive and set forth in a Board Resolution) on  

  

 
Such date of the portion of the securities or other assets so distributed (other than excluded
securities) applicable to one share of Common Stock (determined on the basis of the number
of shares of the Common Stock outstanding on the Record Date).  

  
Such increase shall become effective immediately prior to the opening of business on the 
day following the Record Date. However, in the event that the then fair market value (as 
so determined) of the portion of the securities so distributed (other than excluded 
securities) applicable to one share of Common Stock is equal to or greater than the 
Current Market Price on the Record Date, in lieu of the foregoing adjustment, adequate 
provision shall be made so that each Holder shall have the right to receive upon 
conversion of a Note (or any portion thereof) the amount of securities so distributed 
(other than excluded securities) such Holder would have received had such Holder 
converted such Note (or portion thereof) immediately prior to such Record Date. In the 
event that such dividend or distribution is not so paid or made, the Conversion Rate shall 
again be adjusted to be the Conversion Rate which would then be in effect if such 
dividend or distribution had not been declared.  

  
If the Board of Directors determines the fair market value of any distribution for purposes 
of this paragraph 7(d) by reference to the actual or when issued trading market for any 
securities comprising all or part of such distribution (other than excluded securities), it 
must in doing so consider the prices in such market over the same period (the “Reference 
Period”) used in computing the Current Market Price pursuant to paragraph 7(g) to the 
extent possible, unless the Board of Directors in a Board Resolution determines in good 
faith that determining the fair market value during the Reference Period would not be in 
the best interests of the Holder.  

  



For purposes of this paragraph 7(d) and paragraphs 7(a), 7(b) and 7(c), any dividend or 
distribution to which this paragraph 7(d) is applicable that also includes shares of 
Common Stock, a subdivision or combination of Common Stock to which paragraph 7(b) 
applies, or rights or warrants to subscribe for or purchase shares of Common Stock (or 
securities convertible into Common Stock) to which paragraph 7(c) applies (or any 
combination thereof), shall be deemed instead to be:  

  
(1)  a dividend or distribution of the evidences of indebtedness, assets, shares 

of capital stock, rights or warrants other than such shares of Common 
Stock, such subdivision or combination or such rights or warrants to which 
paragraphs 7(a), 7(b) and7(c) apply, respectively (and any Conversion 
Rate increase required by this paragraph 7(d) with respect to such 
dividend or distribution shall then be made), immediately followed by  

  
(2)  a dividend or distribution of such shares of Common Stock, such 

subdivision or combination or such rights or warrants (and any further 
Conversion Rate increase required by paragraphs 7(a), 7(b) and 7(c) with 
respect to such dividend or distribution shall then be made), except:  

  
(A)  the Record Date of such dividend or distribution shall be substituted as (x) 

“the date fixed for the determination of stockholders entitled to receive 
such dividend or other distribution”, “Record Date fixed for such 
determinations” and “Record Date” within the meaning of paragraph 7(a), 
(y) “the day upon which such subdivision becomes effective” and “the day 
upon which such combination becomes effective” within the meaning of 
paragraph 7(b), and (z) as “the date fixed for the determination of 
stockholders entitled to receive such rights or warrants”, “the Record Date 
fixed for the determination of the stockholders entitled to receive such 
rights or warrants” and such “Record Date” within the meaning of 
paragraph 7(c), and  

  
(B)  any shares of Common Stock included in such dividend or distribution 

shall not be deemed “outstanding at the close of business on the date fixed 
for such determination” within the meaning of paragraph 7(a) and any 
increase or reduction in the number of shares of Common Stock resulting 
from such subdivision or combination shall be disregarded in connection 
with such dividend or distribution.  

  
(e)  In case the Company shall, by dividend or otherwise, distribute to all holders of 

its Common Stock, cash (excluding any cash that is distributed as part of a 
distribution referred to in paragraph 7(d) hereof), then and in each such case, 
immediately after the close of business on such date, the Conversion Rate shall be 
increased so that the same shall equal the price determined by multiplying the 
Conversion Rate in effect immediately prior to the close of business on such 
Record Date by a fraction:  

  



(i)  The numerator of which shall be equal to the Current Market Price on 
such Record Date, and  

 (ii) the denominator of which shall be equal to the Current Market Price on 
the Record Date less an amount equal to the quotient of (x) the aggregate 
amount of the cash distributed and (y) the number of shares of Common 
Stock outstanding on the Record Date.  

  
In the event that such dividend or distribution is not so paid or made, the 
Conversion Rate shall again be adjusted to be the Conversion Rate which would 
then be in effect if such dividend or distribution had not been declared.  

  
(f)  In case the Company or any of its Subsidiaries pays holders of the Common Stock 

in respect of a tender offer or exchange offer, other than an odd-lot offer, by the 
Company or any of its Subsidiaries for shares of Common Stock to the extent that 
the cash and fair market value of any other consideration included in the payment 
per share of Common Stock exceeds the Sale Price per share of Common Stock 
on the Trading Day next succeeding the last date on which tenders or exchanges 
may be made pursuant to such tender offer or exchange offer (the “Expiration 
Time”), then, and in each such case, the Conversion Rate shall be adjusted so that 
the same shall equal the price determined by multiplying the Conversion Rate in 
effect immediately prior to close of business on the date of the Expiration Time 
by a fraction:  

  
(1)  the numerator of which shall be the sum of (x) the fair market value 

(determined as aforesaid) of the aggregate consideration payable to 
stockholders based on the acceptance (up to any maximum specified in the 
terms of the tender offer or exchange offer) of all shares validly tendered 
or exchanged and not withdrawn as of the Expiration Time (the shares 
deemed so accepted, up to any such maximum, being referred to as the 
“Purchased Shares”) and (y) the product of the number of shares of 
Common Stock outstanding (less any Purchased Shares) at the Expiration 
Time and the Sale Price of the Common Stock on the Trading Day next 
succeeding the Expiration Time, and  

  
(2)  the denominator of which shall be the number of shares of Common Stock 

outstanding (including any tendered or exchanged shares) at the 
Expiration Time multiplied by the Sale Price of the Common Stock on the 
Trading Day next succeeding the Expiration Time.  

  
Such increase (if any) shall become effective immediately prior to the opening of 
business on the day following the Expiration Time. In the event that the Company 
is obligated to purchase shares pursuant to any such tender offer or exchange 
offer, but the Company is permanently prevented by applicable law from effecting 
any such purchases or all such purchases are rescinded, the Conversion Rate shall 
again be adjusted to be the Conversion Rate which would then be in effect if such 
tender offer or exchange offer had not been made. If the application of this 



paragraph 7(f) to any tender offer or exchange offer would result in an increase in 
the Conversion Rate, no adjustment shall be made for such tender offer or 
exchange offer under this paragraph 7(f).  
 

 (g)  For purposes of this paragraph 7, the following terms shall have the 
meanings indicated:  

  
“Current Market Price” shall mean the average of the daily Sale Prices per share 
of Common Stock for the 5 (Five) consecutive Trading Days ending not later than 
the earlier of the date immediately prior to the date in question and the day before 
the “ex” date with respect to the issuance, distribution, subdivision or 
combination requiring such computation. If another issuance, distribution, 
subdivision or combination to which paragraph 7 applies occurs during the period 
applicable for calculating “Current Market Price” pursuant to the preceding 
definition, then “Current Market Price” shall be appropriately adjusted to reflect 
the impact of such issuance, distribution, subdivision or combination on the Sale 
Price of the Common Stock during such period. For purposes of this paragraph, 
the term “ex” date, when used:  

  
(A)  With respect to any issuance or distribution, means the first date on 

which the Common Stock trades regular way on the relevant 
exchange or in the relevant market from which the Sale Price was 
obtained without the right to receive such issuance or distribution;  

  
(B)  with respect to any subdivision or combination of shares of 

Common Stock, means the first date on which the Common Stock 
trades regular way on such exchange or in such market after the 
time at which such subdivision or combination becomes effective, 
and  

  
(C)  with respect to any tender or exchange offer, means the first date 

on which the Common Stock trades regular way on such exchange 
or in such market after the Expiration Time of such offer.  

  
Notwithstanding the foregoing, whenever successive adjustments to the 
Conversion Rate are called for pursuant to this paragraph 7, such adjustments 
shall be made to the Current Market Price as may be necessary or appropriate to 
effectuate the intent of this paragraph 7 and to avoid unjust or inequitable results 
as determined in good faith by the Board of Directors.  

  
(2)  “Fair market value” shall mean the amount which a willing buyer would 

pay a willing seller in an arm’s length transaction.  
  
 
 
 



(3)  “Record Date” shall mean for purposes of this paragraph 7, with respect to 
any dividend, distribution or other transaction or event in which the 
holders of Common Stock have the right to receive any cash, securities or 
other property or in which the Common Stock (or other applicable 
security) is exchanged for or converted into any combination of cash, 
securities or other property, the date fixed for determination of 
stockholders entitled to receive such cash, securities or other property 
(whether such date is fixed by the Board of Directors or by statute, 
contract or otherwise).  

  
(h)  The Company may make such increases in the Conversion Rate, in addition to 

those required by paragraph 7(a), (b), (c), (d), (e) or (f), as the Board of Directors 
considers to be advisable to avoid or diminish any income tax to holders of 
Common Stock or rights to purchase Common Stock resulting from any dividend 
or distribution of stock (or rights to acquire stock) or from any event treated as 
such for income tax purposes.  

  
To the extent permitted by applicable law, the Company from time to time may increase 
the Conversion Rate by any amount for any period of time if the period is at least 20 
(Twenty) days and the increase is irrevocable during the period and the Board of 
Directors determines in good faith that such increase would be in the best interests of the 
Company, which determination shall be conclusive and set forth in a Board Resolution. 
Whenever the Conversion Rate is increased pursuant to the preceding sentence, the 
Company shall mail to the Agent and each Holder at the address of such Holder as it 
appears in the Register a notice of the increase at least 15 (Fifteen) days prior to the date 
the increased Conversion Rate takes effect, and such notice shall state the increased 
Conversion Rate and the period during which it will be in effect.  

  
(i)  No adjustment in the Conversion Rate shall be required unless such adjustment 

would require an increase or decrease of at least 1% (One percent) in the 
Conversion Price then in effect; provided, however, that any adjustments which 
by reason of this paragraph 7(i) are not required to be made shall be carried 
forward and taken into account in any subsequent adjustment. In the event that, on 
the date that is five Business Days prior to the maturity of the Notes (whether at 
Stated Maturity or otherwise), an adjustment has been carried forward pursuant to 
the preceding sentence but has not yet been taken into account in an adjustment to 
the Conversion Rate and notwithstanding the first sentence of this paragraph (i), 
an adjustment to the Conversion Rate will be made on such date in accordance 
with the relevant paragraph of this paragraph 7. All calculations under this Article 
10 shall be made by the Company and shall be made to the nearest cent or to the 
nearest one hundredth of a share, as the case may be. No adjustment need be 
made for a change in the par value or no par value of the Common Stock. No 
adjustment in the Conversion Rate shall be required if the Holders participate in 
the transactions that would otherwise lead to an adjustment in the Conversion 
Rate pursuant to this paragraph 7.  

  



(j)  In any case in which this paragraph 7 provides that an adjustment shall become 
effective immediately after a Record Date for an event, the Company may defer 
until the occurrence of such event (i) issuing to the Holder of any Note converted 
after such Record Date and before the occurrence of such event the additional 
shares of Common Stock issuable upon such conversion by reason of the 
adjustment required by such event over and above the Common Stock issuable 
upon such conversion before giving effect to such adjustment and (ii) paying to 
such Holder any amount in cash in lieu of any fraction.  

  
(k)  For purposes of this paragraph 7, the number of shares of Common Stock at any 

time outstanding shall not include shares held in the treasury of the Company but 
shall include shares issuable in respect of scrip certificates issued in lieu of 
fractions of shares of Common Stock. The Company will not pay any dividend or 
make any distribution on shares of Common Stock held in the treasury of the 
Company.  

  
(l)  Whenever the Conversion Rate is adjusted as herein provided (other than in the 

case of an adjustment pursuant to the second paragraph of paragraph 7(h) for 
which the notice required by such paragraph has been provided), the Company 
shall promptly file with the Agent and any Conversion Agent other than the Agent 
an Officers’ Certificate setting forth the adjusted Conversion Rate and showing in 
reasonable detail the facts upon which such adjustment is based. Promptly after 
delivery of such Officers’ Certificate, the Company shall prepare a notice stating 
that the Conversion Rate has been adjusted and setting forth the adjusted 
Conversion Rate and the date on which each adjustment becomes effective, and 
shall mail, or cause the Agent to mail, at the Company’s expense, such notice to 
each Holder at the address of such Holder as it appears in the Register within 20 
(twenty) days of the effective date of such adjustment. Failure to deliver such 
notice shall not affect the legality or validity of any such adjustment.  

   
8. Denominations; Assignment; Transfer; Exchange.  
  

The Notes are in fully registered form, without coupons, in denominations of US$1,000 
of principal amount and whole multiples of US$1,000. The Registrar may require a 
Holder, in order to assign, transfer or exchange Notes, among other things, to furnish 
appropriate endorsements and assignment or transfer documents (in the form of Exhibit B 
or Exhibit C attached hereto, as applicable) and to pay any taxes and fees required by 
law. The Registrar need not transfer or exchange any Notes selected for redemption 
(except, in the case of a Note to be redeemed in part, the portion of the Note not to be 
redeemed) or any Notes for a period of 15 (Fifteen) days before the mailing of a notice of 
redemption of Notes to be redeemed.  

  
9. Persons Deemed Owners.  
  

The registered Holder of this Note shall be treated as the owner of this Note for all 
purposes.  



 10. Unclaimed Money or Notes.  
  
  The Agent and the Paying Agent shall return to the Company upon written request any 

money, Notes or shares of Common Stock held by them for the payment of any amount 
with respect to the Notes that remains unclaimed for two years, subject to applicable 
unclaimed property law. After such return to the Company, Holders entitled to the money 
or Notes must look to the Company for payment as general creditors unless an applicable 
abandoned property law designates another person.  

  
11. Amendment; Waiver.  
  

Except as set forth below, (i) this Note may be amended with the written consent of the 
Holders of not less than a majority in aggregate principal amount of the Notes at the time 
outstanding and (ii) certain Defaults may be waived with the written consent of the 
Holders of not less than a majority in aggregate principal amount of the Notes at the time 
outstanding. Without the consent of any Holder, the Company and the Agent may amend 
the Notes to, among other things, cure any ambiguity, omission, defect or inconsistency, 
to provide for uncertificated Notes in addition to or in place of certificated Notes or to 
make any change that does not adversely affect the rights of any Holder. The foregoing 
notwithstanding, without the consent of the Holder of this Note, no amendment may be 
made reducing the principal or the Interest Rate of this Note or extending the Stated 
Maturity of this Note. 

  
12. Defaults and Remedies.  
  

Events of Default include (1) the Company fails to pay when due the principal of any of 
the Notes at Stated Maturity, upon redemption or otherwise; (2) the Company fails to pay 
an installment of interest on any of the Notes that continues for 30 (Thirty) days after the 
date when due; (3) the Company fails to deliver shares of Common Stock, together with 
cash in lieu of fractional shares, when such Common Stock or cash in lieu of fractional 
shares is required to be delivered upon conversion of a Note and such failure continues 
for 10 days after written notice of default is given to the Company by the Agent or to the 
Company and the Agent by the Holder of such Note; (4) the Company fails to perform or 
observe any other term, covenant or agreement contained in the Notes for a period of 60 
(Sixty) days after written notice of such failure, requiring the Company to remedy the 
same, shall have been given to the Company by the Agent or to the Company and the 
Agent by the Holders of at least 50% (Fifty percent) in aggregate principal amount of the 
Notes then outstanding (a “Notice of Default”); (5) in the event of bankruptcy, insolvency 
or reorganization with respect to the Company or any Significant Subsidiary and (6) the 
Company’s filing of, or any Significant Subsidiaries’ filing of, a voluntary petition 
seeking liquidation, reorganization arrangement, readjustment of debts or for any other 
relief under the federal bankruptcy code.  If an Event of Default (other than an Event of 
Default specified in clause (5) or (6) of this paragraph 12) occurs and is continuing, the 
Agent, or the Holders of at least 50% (Fifty percent) in aggregate principal amount of the 
Notes at the time outstanding, may declare all the Notes to be due and payable 
immediately. An Event of Default under clause (5) or (6) of this paragraph 12 will result 



in the Notes becoming due and payable immediately upon the occurrence of such Events 
of Default.  

  
Holders may not enforce this Note, except with the approval of Holders of a majority in 
aggregate principle amount of the Notes. The Agent may refuse to enforce the Notes 
unless it receives reasonable indemnity or security.  

  
13. Subordination.  
  

The payment of principal of and interest on the Notes will be subordinated in right of 
payment to the prior payment in full in cash or cash equivalents (or otherwise to the 
extent Holders accept satisfaction of amounts due by settlement in other than cash or cash 
equivalents) of all Senior Indebtedness whether outstanding on the date of this Note or 
thereafter incurred.  

  
14. Agent Dealings with the Company.  
  

The Agent, in its individual or any other capacity, may become the owner or pledgee of 
Notes and may otherwise deal with and collect obligations owed to it by the Company or 
its Affiliates and may otherwise deal with the Company or its Affiliates with the same 
rights it would have if it were not Agent.  

 
   
15. No Recourse Against Others.  
  

A director, officer, employee or stockholder, as such, of the Company shall not have any 
liability for any obligations of the Company under the Notes or for any claim based on, in 
respect of or by reason of such obligations or their creation. By accepting a Note, each 
Holder waives and releases all such liability. The waiver and release are part of the 
consideration for the issue of the Notes.  

   
16. Abbreviations.  
  

Customary abbreviations may be used in the name of a Holder or an assignee, such as 
TEN COM (=tenants in common), TEN ENT (=tenants by the entireties), JT TEN (=joint 
tenants with right of survivorship and not as tenants in common), CUST (=custodian), 
and U/G/M/A (=Uniform Gift to Minors Act).  

  
17. GOVERNING LAW.  
  

THIS NOTE WILL BE GOVERNED BY, AND CONSTRUED IN ACCORDANCE 
WITH THE LAWS OF THE STATE OF NEVADA.  

  
 

  



Exhibit A 
 

CONVERSION NOTICE 
  
To convert this Note into Common Stock of the Company, check the box:  
  
To convert only part of this Note, state the principal amount to be converted (which must be 
US$1,000 or an integral multiple of US$1,000):  
  
US$                                               
  
If you want the stock certificate made out in another person’s name, fill in the form below:  
  
 
 
  

 
  

 
(Insert other person’s social sec. or tax ID no.) 

 
  

 
  

 
  

 
  

 
  

(Print or type other person’s name, address and zip code)  
  
� If you want the stock certificate made out in another person’s name, you are required to

complete and deliver to the Conversion Agent a duly completed Transfer Certificate which is
in the form of Exhibit B to this Note.  

 



EXHIBIT B 
 

ASSIGNMENT FORM 
  

For value received                                          hereby sell(s), assign(s), and transfer(s) 
unto                                               (Please insert social security or other Taxpayer Identification 
Number of assignee) the within Note, and hereby irrevocably constitutes and 
appoints                                               attorney to transfer the said Note on the books of the 
Company, with full power of substitution in the premises.  
  

In connection with the transfer of this Note, the undersigned registered owner of this Note 
hereby certifies with respect to US$                                              principal amount of this Note 
presented or surrendered on the date hereof (the “Surrendered Note”) for registration of transfer, 
or for exchange where the Notes issuable upon such transfer or exchange are to be registered in a 
name other than that of the undersigned registered owner (each such transaction being a 
“transfer”), that such transfer complies with the restrictive legend set forth on the face of the 
Surrendered Note for the reason checked below:  
  
  � A transfer of the Surrendered Note is made to the Company; or  
  

  
� The transfer of the Surrendered Note complies with Rule 144A under the U.S. Securities

Act of 1933, as amended (the “Securities Act”); or  
  

  
� The transfer of the Surrendered Note complies with Rule 501(a)(1), (2), (3) or (7) of Rule

501 under the Securities Act; or  
  

  
� The transfer of the Surrendered Note is pursuant to an effective registration statement

under the Securities Act, or  
  

  
� The transfer of the Surrendered Note is pursuant to another available exemption from the

registration requirement of the Securities Act,  
  

and unless the box below is checked, the undersigned confirms that, to the undersigned’s 
knowledge, the Surrendered Note is not being transferred to an “affiliate” of the Company 
as defined in Rule 144 under the Securities Act (an “Affiliate”).  

  
  � The transferee is an Affiliate of the Company.  
  
      
Dated:           
       
             
             
         
  

  
  

     
Signature(s) 
  



Signature(s) must be guaranteed by an 
“eligible guarantor institution” meeting 
the requirements of the Registrar, which 
requirements include membership or 
participation in the Security Transfer 
Agent Medallion Program (“STAMP”) or 
such other “signature guarantee program” 
as may be determined by the Notes 
registrar in addition to, or in substitution 
for, STAMP, all in accordance with the 
Securities Exchange Act of 1934, as 
amended. 

  
  



Exhibit C 
 

Transfer Certificate 
  

In connection with any transfer (or exchange or conversion as provided below) of any of the 
Notes, the undersigned registered owner of this Note hereby certifies with respect to 
US$                             principal amount of the above-captioned Notes presented or surrendered 
on the date hereof (the “Surrendered Notes”) for registration of transfer, or for exchange or 
conversion where the Notes or Common Stock issuable upon such exchange or conversion, as 
the case may be, are to be registered in a name other than that of the undersigned registered 
owner (each such transaction being a “transfer”), that such transfer complies with the restrictive 
legend set forth on the face of the Surrendered Notes for the reason checked below:  
  
  � A transfer of the Surrendered Notes is made to the Company or any Subsidiaries; or  
  

  
� The transfer of the Surrendered Notes complies with Rule 144A under the U.S. Securities

Act of 1933, as amended (the “Securities Act”); or  
  

  
� The transfer of the Surrendered Note complies with Rule 501(a)(1), (2), (3) or (7) of Rule 

501 under the Securities Act; or  
  

  
� The transfer of the Surrendered Notes is pursuant to an effective registration statement

under the Securities Act, or  
  

  
� The transfer of the Surrendered Notes is pursuant to another available exemption from

the registration requirement of the Securities Act,  
  

and unless the box below is checked, the undersigned confirms that, to the undersigned’s 
knowledge, such Notes are not being transferred to an “affiliate” of the Company as defined 
in Rule 144 under the Securities Act (an “Affiliate”).  

  
  � The transferee is an Affiliate of the Company.  
  
DATE:                                                                
  

 
  
 
  

Signature(s) 
  
(If the registered owner is a corporation, partnership or fiduciary, the title of the Person signing 
on behalf of such registered owner must be stated.)  
  
  



Exhibit D 
 

Definitions 
  

“Affiliate” of any specified person means any other person directly or indirectly 
controlling or controlled by or under direct or indirect common control with such 
specified person. For purposes of this definition, “control” when used with respect to any 
specified person means the power to direct or cause the direction of the management and 
policies of such person, directly or indirectly, whether through the ownership of voting 
securities, by contract or otherwise; and the terms “controlling” and “controlled” have 
meanings correlative to the foregoing.  

 
“Agent” means the Company until a successor replaces it as agent with respect to the 
Notes and, thereafter, shall mean such successor. The foregoing sentence shall likewise 
apply to any subsequent such successor or successors.  

  
“Board of Directors” means either the board of directors of the Company or any duly 
authorized committee of such board.  

  
“Board Resolution” means a resolution duly adopted by the Board of Directors, a copy of 
which, certified by the Secretary or an Assistant Secretary of the Company to be in full 
force and effect on the date of such certification, shall have been delivered to the Agent.  

  
“Business Day” means each day of the year other than a Saturday or a Sunday on which 
banking institutions are not required or authorized to close in The City of New York.  

  
“Capital Stock” of any corporation means any and all shares, interests, rights to purchase, 
warrants, options, participations or other equivalents of or interests in (however 
designated) stock or other equity issued by that corporation.  

  
“Common Stock” means the Common Stock, par value US$0.00001 per share, of the 
Company as it exists on the date of this Note. Shares issuable on conversion of Notes 
shall include only shares of Common Stock or shares of any class or classes of common 
stock resulting from any reclassification or reclassifications thereof; provided, however, 
that if at any time there shall be more than one such of each such class then so issuable 
shall be substantially in the proportion which the total number of shares of such class 
resulting from all such reclassifications bears to the total number of shares of all such 
classes resulting from all such reclassifications.  

  
“Common stock” means any stock of any class of Capital Stock which has no preference 
in respect of dividends or of amounts payable in the event of any voluntary or involuntary 
liquidation, dissolution or winding up of the issuer.  

  
 
 



“Company” means the party named as the “Company” in the first paragraph of this Note 
until a successor replaces it pursuant to the applicable provisions of this Note, and, 
thereafter, “Company” shall mean such successor. The foregoing sentence shall likewise 
apply to any subsequent such successor or successors.  

   
“Conversion Agent” means any person authorized by the Company to convert Notes in 
accordance with Article 10 hereof. On the date of this Note, the Company hereby 
appoints the Agent as the Conversion Agent.  

  
“Conversion Price” means US$1,000 divided by the applicable Conversion Rate.  

  
“Conversion Value” for the Notes is equal to the product of (i) the Sale Price per share of 
the Common Stock on a given day and (ii) the then current Conversion Rate.   

   
“Default” means any event which is, or after notice or passage of time or both would be, 
an Event of Default.  

   
“Dollar” or “U.S.$” means a dollar or other equivalent unit in such coin or currency of 
the United States as at the time shall be legal tender for the payment of public and private 
debts.  

  
“GAAP” means United States generally accepted accounting principles as in effect from 
time to time.  

  
“Holder” means a person in whose name a Note is registered on the Registrar’s books.  

  
“Indebtedness” means, with respect to any person, without duplication:  

  
(1)  all obligations and other liabilities, contingent or otherwise, of such person 

for borrowed money (including overdrafts) to the extent such obligations 
and other liabilities would appear as a liability upon the consolidated 
balance sheet of such a person in accordance with GAAP or for the 
deferred purchase price of property or services, excluding any trade 
payables and other accrued current liabilities incurred in the ordinary 
course of business, but including, without limitation, all obligations, 
contingent or otherwise, of such person in connection with any letters of 
credit and acceptances issued under letter of credit facilities, acceptance 
facilities or other similar facilities;  

  
(2)  all obligations of such person evidenced by bonds, credit or loan 

agreements, notes, debentures or other similar instruments to the extent 
such obligations would appear as a liability upon the consolidated balance 
sheet of such a person in accordance with GAAP;  

  
 



(3)  indebtedness of such person created or arising under any conditional sale 
or other title retention agreement with respect to property acquired by such 
person (even if the rights and remedies of the seller or lender under such 
agreement in the event of default are limited to repossession or sale of 
such property), but excluding trade payables arising in the ordinary course 
of business;  

 
 (4)  All obligations and liabilities, contingent or otherwise, in respect of leases 

of the person required, in conformity with GAAP, to be accounted for as 
capitalized lease obligations on the consolidated balance sheet of the 
person;  

  
(5)  all net obligations of such person under or in respect of interest rate 

agreements, currency agreements or other swap, cap floor or collar 
agreements, hedge agreements, forward contracts or similar instruments or 
agreements or foreign currency, hedge, exchange or purchase or similar 
instruments or agreements;  

  
(6)  all indebtedness referred to in (but not excluded from) the preceding 

clauses (1) through (5) of other persons, the payment of which is secured 
by (or for which the holder of such indebtedness has an existing right, 
contingent or otherwise, to be secured by) any Lien on or with respect to 
property (including, without limitation, accounts and contract rights) 
owned by the referent person, even though such person has not assumed or 
become liable for the payment of such indebtedness (the amount of such 
obligation being deemed to be the lesser of the value of such property or 
asset or the amount of the obligation so secured);  

  
(7)  All guarantees by such person of indebtedness referred to in this definition 

or of any other person;  
  

(8)  All Redeemable Capital Stock of such person valued at the greater of its 
voluntary or involuntary maximum fixed purchase price plus accrued and 
unpaid dividends;  

  
(9)  the present value of the obligation of such person as lessee for net rental 

payments (excluding all amounts required to be paid on account of 
maintenance and repairs, insurance, taxes, assessments, water, utilities and 
similar charges to the extent included in such rental payments) during the 
remaining term of the lease included in any such sale and leaseback 
transaction including any period for which such lease has been extended 
or may, at the option of the lessor, be extended. Such present value shall 
be calculated using a discount rate equal to the rate of interest implicit in 
such transaction, determined in accordance with GAAP; and  

  



(10)  any and all refinancings, replacements, deferrals, renewals, extensions and 
refundings of or amendments, modifications or supplements to, any 
indebtedness, obligation or liability of the kind described in clauses (1) 
through (9) above.  

  
“Interest Payment Date” means the date specified in the Notes as the fixed date on which 
an installment of interest on the Notes is due and payable.  

  
“Interest Rate” means 10% (Ten percent) per annum.  

  
“Issue Date” of any Note means the date on which the Note was originally issued or 
deemed issued as set forth on the face of the Note.  

  
“Lien” means, with respect to any asset, any mortgage, lien, pledge, charge, security 
interest or encumbrance of any kind in respect of such asset given to secure Indebtedness, 
whether or not filed, recorded or otherwise perfected under applicable law (including any 
conditional sale or other title retention agreement, any lease in the nature thereof, any 
option or other agreement to sell or give a security interest in and any filing of or 
agreement to give any financing statement under the Uniform Commercial Code (or 
equivalent statutes) of any jurisdiction with respect to any such lien, pledge, charge or 
security interest).  

  
“Notes” mean the Company’s convertible Notes due May 3, 2011.  

  
“Officer” means the Chairman of the Board, the Vice Chairman, the Chief Executive 
Officer, the President, any Executive Vice President, any Senior Vice President, any Vice 
President, the Treasurer or the Secretary or any Assistant Treasurer or Assistant Secretary 
of the Company. 

 
“Officers’ Certificate” means a written certificate signed in the name of the Company by 
any one Officer, and delivered to the Agent 

 
“person” or “Person” means any individual, corporation, limited liability company, 
partnership, joint venture, association, joint-stock company, trust, unincorporated 
organization, or government or any agency or political subdivision thereof, including any 
subdivision or ongoing business of any such entity or substantially all of the assets of any 
such entity, subdivision or business.  

  
  “Principal” of a Note means the principal amount due on the Stated Maturity as set forth 

on the face of the Note.  
  
 
 
 
 



“Redeemable Capital Stock” means any class of the Company’s Capital Stock that, either 
by its terms, by the terms of any securities into which it is convertible or exchangeable or 
by contract or otherwise, is, or upon the happening of an event or passage of time would 
be, required to be redeemed (whether by sinking fund or otherwise) prior to the date that 
is 91 days after the Stated Maturity of the Notes or is redeemable at the option of the 
holder thereof at any time prior to such date.  Securities at any time prior to such date 
(unless it is convertible or exchangeable solely at the Company’s option).  

  
“Redemption Date” or “redemption date” means the date specified for redemption of the 
Notes in accordance with the terms of this Note.  

  
“Redemption Price” or “redemption price” shall have the meaning set forth in paragraph 
5 of this Note.  

  
“Regular Record Date” means, with respect to the interest payable on any Interest 
Payment Date, the close of business on the March 15 or September 15 (whether or not a 
Business Day), as the case may be, next preceding such Interest Payment Date.  

   
“Rule 144” means Rule 144 under the Securities Act (or any successor provision), as it 
may be amended from time to time.  

  
“Rule 144A” means Rule 144A under the Securities Act (or any successor provision), as 
it may be amended from time to time.  

  
“Sale Price” as of any date means the closing per share sale price (or if no closing sale 
price is reported, the average bid price and ask prices or, if more than one in either case, 
the average of the average bid and average ask prices) on such date on the Nasdaq 
National Market or such other principal United States securities exchange on which the 
Common Stock is traded or, if the Common Stock is not listed on a United States national 
or regional securities exchange, as reported by the National Association of Securities 
Dealers Automated Quotation System or by the National Quotation Bureau Incorporated. 
In the absence of a quotation, the Company will determine the sale price on the basis of 
such quotations as the Company considers appropriate.  

  
“SEC” means the Securities and Exchange Commission.  

  
“Securities Act” means the United States Securities Act of 1933 (or any successor 
statute), as amended from time to time.  

  
“Senior Indebtedness” means any Indebtedness of the Company, unless by the terms of 
the instrument creating or evidencing such Indebtedness, such Indebtedness is expressly 
designated equal or junior in right of payment to the Notes.  

  
Notwithstanding the foregoing, “Senior Indebtedness” shall not include:  

  
(a)  Indebtedness evidenced by the Notes;  



 (b) Indebtedness of the Company that by operation of law is subordinate to any 
general unsecured obligations of the Company;  

  
(c)  any liability for federal, state or local taxes or other taxes, owed by the Company.  

  
(d)  accounts payable or other liabilities owed or owing by the Company to trade 

creditors (including guarantees thereof or instruments evidencing such liabilities);  
  

(e)  amounts owed by the Company for compensation to employees or for services 
rendered to the Company;  

  
(f)  Indebtedness of the Company to any Subsidiary or any other Affiliate of the 

Company or any of such Affiliate’s Subsidiaries;  
  

(g)  Capital Stock of the Company, including Redeemable Capital Stock; and  
  

(h)  Indebtedness of the Company which, when incurred and without regard to any 
election under Section 1111(b) of Title 11 of the United States Code, is without 
recourse to the Company.  

  
“Significant Subsidiary” means any Subsidiary that would be, as of the date of the 
applicable action set forth in this Note, a “significant subsidiary” of the Company within 
the meaning of Rule 1-02(w) of Regulation S-X promulgated by the SEC.  

  
“Stated Maturity”, when used with respect to any Note, means the date specified in such 
Note as the fixed date on which the principal of such Note is due and payable.  

  
“Subsidiary” means, with respect to any Person, (i) a corporation, a majority of whose 
Capital Stock with voting power, under ordinary circumstances, to elect directors is, at 
the date of determination, directly or indirectly owned by such Person, by one or more 
Subsidiaries of such Person or by such Person and one or more Subsidiaries of such 
Person, (ii) a partnership in which such Person or a Subsidiary of such Person holds a 
majority interest in the equity capital or profits of such partnership, or (iii) any other 
entity (other than a corporation) in which such Person, a Subsidiary of such Person or 
such Person and one or more Subsidiaries of such Person, directly or indirectly, at the 
date of determination, has (x) at least a majority ownership interest or (y) the power to 
elect or direct the election of a majority of the directors or other governing body of such 
entity.  

  
  “Trading Day” means a day during which trading in securities generally occurs on the 

Nasdaq National Market or, if the Common Stock is not listed on a national or regional 
securities exchange, on the National Association of Securities Dealers Automated 
Quotation System, or, if the Common Stock is not quoted on the National Association of 
Securities Dealers Automated Quotation System, on the principal other market on which 
the Common Stock is then traded.  

  



  “United States” means the United States of America (including the States and the District 
of Columbia), its territories, its possessions and other areas subject to its jurisdiction (its 
“possessions” including Puerto Rico, the U.S. Virgin Islands, Guam, American Samoa, 
Wake Island and the Northern Mariana Islands).   

 
 
 
 
 
 
 
 
 
 
 



Convertible Note 
 

THE SECURITY EVIDENCED HEREBY HAS NOT BEEN REGISTERED UNDER 
THE U.S. SECURITIES ACT OF 1933, AS AMENDED (THE “SECURITIES ACT”). THE 
HOLDER HEREOF, BY PURCHASING THIS NOTE, AGREES FOR THE BENEFIT OF 
GNCC CAPITAL, INC. (THE “COMPANY”) THAT THIS NOTE MAY NOT BE RESOLD, 
PLEDGED OR OTHERWISE, OTHER THAN (1) TO THE COMPANY, (2) SO LONG AS 
THIS NOTE IS ELIGIBLE FOR RESALE PURSUANT TO RULE 144A UNDER THE 
SECURITIES ACT (“RULE 144A”), TO A PERSON WHOM THE SELLER REASONABLY 
BELIEVES IS A QUALIFIED INSTITUTIONAL BUYER WITHIN THE MEANING OF 
RULE 144A, PURCHASING FOR ITS OWN ACCOUNT OR FOR THE ACCOUNT OF A 
QUALIFIED INSTITUTIONAL BUYER TO WHOM NOTICE IS GIVEN THAT THE 
RESALE, PLEDGE OR OTHER TRANSFER IS BEING MADE IN RELIANCE ON RULE 
144A, (3) TO AN INSTITUTIONAL ACCREDITED INVESTOR” AS DEFINED IN RULE 
501 (A)(1), (2), (3) OR (7) OF RULE 501 UNDER THE SECURITIES ACT 
(“INSTITUTIONAL ACCREDITED INVESTOR”) THAT IS ACQUIRING THIS NOTE FOR 
INVESTMENT PURPOSES AND NOT FOR DISTRIBUTION, AND THAT, PRIOR TO 
SUCH TRANSFER, DELIVERS TO THE COMPANY AND THE AGENT A SIGNED 
LETTER CONTAINING CERTAIN REPRESENTATIONS AND AGREEMENTS RELATING 
TO THE RESTRICTIONS ON TRANSFER OF THE NOTE EVIDENCED HEREBY (THE 
FORM OF WHICH LETTER MAY BE OBTAINED FROM THE AGENT), (4) PURSUANT 
TO RULE 144 UNDER THE SECURITIES ACT, (5) PURSUANT TO ANOTHER 
AVAILABLE EXEMPTION FROM REGISTRATION UNDER THE SECURITIES ACT OR 
(6) PURSUANT TO AN EFFECTIVE REGISTRATION STATEMENT UNDER THE 
SECURITIES ACT, IN EACH CASE IN ACCORDANCE WITH ANY APPLICABLE 
SECURITIES LAWS OF ANY STATE OF THE UNITED STATES PRIOR TO A TRANSFER 
OF THIS NOTE (OTHER THAN A TRANSFER PURSUANT TO CLAUSE (6) ABOVE), 
THE HOLDER OF THIS NOTE MUST, PRIOR TO SUCH TRANSFER, FURNISH TO THE 
COMPANY AND THE TRANSFER AGENT SUCH CERTIFICATES AND OTHER 
INFORMATION AND LEGAL OPINIONS AS THEY MAY REASONABLY REQUIRE. THE 
HOLDER HEREOF, BY PURCHASING THIS NOTE, REPRESENTS AND AGREES FOR 
THE BENEFIT OF THE COMPANY THAT IT IS AN ACCREDITED INVESTOR OR A 
QUALIFIED INSTITUTIONAL BUYER AND THAT IT IS HOLDING THIS NOTE FOR 
INVESTMENT PURPOSES AND NOT FOR DISTRIBUTION. IN ANY CASE THE 
HOLDER HEREOF WILL NOT, DIRECTLY OR INDIRECTLY, ENGAGE IN ANY 
HEDGING TRANSACTION WITH REGARD TO THIS NOTE OR ANY COMMON STOCK 
ISSUABLE UPON CONVERSION OF THIS NOTE EXCEPT AS PERMITTED BY THE 
SECURITIES ACT. 
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Capitalized terms used herein but not defined shall have the meanings assigned to them in 
Exhibit D attached hereto and incorporated by reference herein unless otherwise indicated.  
  
1. Cash Interest.  
  
  The Company promises to pay interest at the Interest Rate in cash on the principal 

amount of this Note. The Company will pay cash interest semiannually in arrears on June 
30 and December 31 of each year (each an “Interest Payment Date”), beginning on 
December 31, 2013, to Holders of record at the close of business on the preceding June 
15 and December 15 (whether or not a business day) (each a “Regular Record Date”), as 
the case may be, immediately preceding such Interest Payment Date. Cash interest on the 
Notes will accrue from the most recent date to which interest has been paid or duly 
provided or, if no interest has been paid, from the Issue Date. Cash interest will be 
computed on the basis of a 360-day year of twelve 30-day months. The Company shall 
pay cash interest on overdue principal at the rate borne by the Notes, and it shall pay 
interest in cash on overdue installments of cash interest at the same rate to the extent 
lawful. All such overdue cash interest shall be payable on demand. Upon conversion, 
accrued and unpaid interest shall be deemed paid in full rather than cancelled, 
extinguished or forfeited.  

  
2. Method of Payment.  
  

The Company will make payments in respect of the principal of, and cash interest on this 
Note and in respect of Redemption Prices, if any, to Holders who surrender Notes to a 
Paying Agent to collect such payments in respect of the Notes. The Company will pay 
cash amounts in money of the United States that at the time of payment is legal tender for 
payment of public and private debts. However, the Company may make such cash 
payments by check or wire transfer payable in such money. Any payment required to be 
made on any day that is not a Business Day will be made on the next succeeding 
Business Day.  

  
3. Paying Agent, Conversion Agent and Registrar.  
  

Initially, the Agent will act as Paying Agent, Conversion Agent and Registrar. The 
Company may appoint and change any Paying Agent, Conversion Agent, Registrar or co-
registrar without notice, other than notice to the Agent, which shall initially be an office 
or agency of the Agent. The Company or any of its Subsidiaries or any of their Affiliates 
may act as Paying Agent, Conversion Agent, Registrar or co-registrar.  

  
4. The Notes  
  

The Notes are general unsecured subordinated obligations of the Company limited to 
US$2,000,000 (Two million dollars) aggregate principal amount plus any additional 
accrued interest on these Notes. The Company may incur other Indebtedness, secured or 
unsecured.  

  



5. Optional Redemption.  
  

This Note is not redeemable prior to June 17, 2016. On and after June 17, 2016, the 
Company may at its option, redeem the Notes in whole or in part at any time or in part 
from time to time, in cash. If the Company redeems the Notes at its option, the Notes will 
be redeemed at a redemption price equal to 100% (One hundred percent) of the principal 
amount (the “Redemption Price”), plus accrued and unpaid interest, if any, to (but not 
including) the Redemption Date. If a Redemption Date is after a Regular Record Date but 
on or prior to the corresponding Interest Payment Date, the accrued and unpaid interest 
becoming due on such date shall be payable to the Holders of such Notes, or one or more 
predecessor Notes, registered as such on the relevant Regular Record Date according to 
their terms, and the Redemption Price shall not include such interest payment. If fewer 
than all the Notes are to be redeemed, the Agent shall select the particular Notes to be 
redeemed from the outstanding Notes by lot or shall redeem each note proportionally.  

  
On and after the Redemption Date, interest ceases to accrue on Notes or portions of Notes 
called for redemption, unless the Company defaults in the payment of the Redemption 
Price and accrued and unpaid interest.  

  
30 (Thirty) days prior notice of redemption will be given by the Company to the Holders 
at their registered address of record.  

  
No sinking fund is provided for the Notes.  

   
 6. Conversion.  
  

Except as set forth in the next sentence, a Holder of a Note may convert such Note (or 
any portion thereof equal to US$1,000 or any integral multiple of US$1,000 in excess 
thereof) into Common Stock at any time at the Conversion Rate then in effect. If such 
Note is called for redemption, such conversion right shall terminate at the close of 
business on the second Business Day prior to the Redemption Date for such Note (unless 
the Company shall default in making the redemption payment when due, in which case 
the conversion right shall terminate at the close of business on the date such default is 
cured and such Note is redeemed).  

  
The number of shares of Common Stock issuable upon conversion of a Note shall be 
determined by dividing the principal amount of the Note or portion thereof surrendered 
for conversion by US$1,000, and then multiplying the quotient by the Conversion Rate in 
effect on the Conversion Date. The “Conversion Rate” is based on the average trading 
price as reported for the 5 (Five) trading days preceding the date of conversion.   The 
Company shall pay cash adjustment in lieu of any fractional share of Common Stock.  

  
 
 
 
 



To convert a Certificated Note, a Holder must (1) complete and manually sign a 
conversion notice in the form of Exhibit A hereto (or complete and manually sign a 
facsimile of such notice) and deliver such notice to the Conversion Agent, (2) surrender 
the Note to the Conversion Agent, (3) furnish appropriate endorsements and transfer 
documents if required by the Conversion Agent, the Company or the Agent and (4) pay 
any transfer or similar tax, if required.  

 
7. Adjustment of Conversion Rate  
  

  The Conversion Rate shall be subject to adjustments, calculated by the Company, from 
time to time as follows:  

  
(a)  In case the Company shall hereafter pay a dividend or make a distribution to all 

holders of the outstanding Common Stock in shares of Common Stock, the 
Conversion Rate in effect at the opening of business on the date following the 
date fixed for the determination of stockholders entitled to receive such dividend 
or other distribution shall be increased by multiplying such Conversion Rate by a 
fraction:  

  
(1)  the numerator of which shall be the sum of the number of shares of 

Common Stock outstanding at the close of business on the Record Date 
fixed for such determination and the total number of shares constituting 
such dividend or other distribution, and  

  
(2)  The denominator of which shall be the sum of such number of shares.  

  
Such increase shall become effective immediately after the opening of business on the 
day following the Record Date. If any dividend or distribution of the type described in 
this paragraph 7(a) is declared but not so paid or made, the Conversion Rate shall again 
be adjusted to the Conversion Rate which would then be in effect if such dividend or 
distribution had not been declared.  

  
(b)  In case the outstanding shares of Common Stock shall be subdivided into a 

greater number of shares of Common Stock (commonly referred to as a “forward 
split”), the Conversion Rate in effect at the opening of business on the day 
following the day upon which such subdivision becomes effective shall be 
proportionately increased, and in case outstanding shares of Common Stock shall 
be combined into a smaller number of shares of Common Stock (commonly 
referred to as a “reverse split”), the Conversion Rate in effect at the opening of 
business on the day following the day upon which such combination becomes 
effective shall be reduced, in each such case, by multiplying such Conversion 
Rate by a fraction, the numerator of which shall be the number of shares of 
Common Stock outstanding immediately after giving effect to such subdivision or 
combination and the denominator of which shall be the number of shares of 
Common Stock outstanding immediately prior to such subdivision or 
combination. Such reduction or increase, as the case may be, to become effective 



immediately after the opening of business on the day following the day upon 
which such subdivision or combination becomes effective.  

 
(c) In case the Company shall issue rights or warrants to all holders of its outstanding 

shares of Common Stock entitling them (for a period of not more than 60 days) to 
subscribe for or purchase shares of Common Stock (or securities convertible into 
Common Stock) at a price per share (or having a Conversion Price per share) less 
than the Current Market Price on the Record Date fixed for the determination of 
stockholders entitled to receive such rights or warrants, the Conversion Rate shall 
be adjusted so that the same shall equal the price determined by multiplying the 
Conversion Rate in effect at the opening of business on the date after such Record 
Date by a fraction:  

  
(1)  the numerator of which shall be the number of shares of Common Stock 

outstanding on the close of business on the Record Date plus the total 
number of additional shares of Common Stock so offered for subscription 
or purchase (or into which the convertible securities so offered are 
convertible), and  

  
(2)  the denominator of which shall be the number of shares of Common Stock 

outstanding at the close of business on the Record Date plus the number of 
shares which the aggregate offering price of the total number of shares so 
offered for subscription or purchase (or the aggregate Conversion Price of 
the convertible securities so offered) would purchase at such Current 
Market Price.  

  
Such adjustment shall become effective immediately after the opening of business 
on the day following the Record Date fixed for determination of stockholders 
entitled to receive such rights or warrants. To the extent that shares of Common 
Stock (or securities convertible into Common Stock) are not delivered pursuant to 
such rights or warrants, upon the expiration or termination of such rights or 
warrants the Conversion Rate shall be readjusted to the Conversion Rate which 
would then be in effect had the adjustments made upon the issuance of such rights 
or warrants been made on the basis of the delivery of only the number of shares of 
Common Stock (or securities convertible into Common Stock) actually delivered. 
In the event that such rights or warrants are not so issued, the Conversion Rate 
shall again be adjusted to be the Conversion Rate which would then be in effect if 
such date fixed for the determination of stockholders entitled to receive such 
rights or warrants had not been fixed. In determining whether any rights or 
warrants entitle the holders to subscribe for or purchase shares of Common Stock 
at less than such Current Market Price, and in determining the aggregate offering 
price of such shares of Common Stock, there shall be taken into account any 
consideration received for such rights or warrants, the value of such consideration 
if other than cash, to be determined by the Board of Directors.  

  



(d)  In case the Company shall, by dividend or otherwise, distribute to all holders of 
its Common Stock shares of any class of capital stock of the Company (other than 
any dividends or distributions to which paragraph 7(a) applies) or evidences of its 
indebtedness or other assets, including securities, but excluding (1) any rights or 
warrants referred to in paragraph 7(c) and (3) dividends and distributions paid 
exclusively in cash referred to in paragraph 7(e) (the securities described in 
foregoing clauses (1)and (2) hereinafter in this paragraph 7(d) called the 
“excluded securities”), then, in each such case, subject to the second succeeding 
paragraph of this paragraph 7(d), the Conversion Rate shall be adjusted so that the 
same shall be equal to the price determined by multiplying the Conversion Rate in 
effect immediately prior to the close of business on the Record Date with respect 
to such distribution by a fraction:  

  
(1)  The numerator of which shall be such Current Market Price, and  

  
(2)  The denominator of which shall be the Current Market Price on such date, 

less the fair market value (as determined by the Board of Directors, whose 
determination shall be conclusive and set forth in a Board Resolution) on  

  

 
Such date of the portion of the securities or other assets so distributed (other than excluded
securities) applicable to one share of Common Stock (determined on the basis of the number
of shares of the Common Stock outstanding on the Record Date).  

  
Such increase shall become effective immediately prior to the opening of business on the 
day following the Record Date. However, in the event that the then fair market value (as 
so determined) of the portion of the securities so distributed (other than excluded 
securities) applicable to one share of Common Stock is equal to or greater than the 
Current Market Price on the Record Date, in lieu of the foregoing adjustment, adequate 
provision shall be made so that each Holder shall have the right to receive upon 
conversion of a Note (or any portion thereof) the amount of securities so distributed 
(other than excluded securities) such Holder would have received had such Holder 
converted such Note (or portion thereof) immediately prior to such Record Date. In the 
event that such dividend or distribution is not so paid or made, the Conversion Rate shall 
again be adjusted to be the Conversion Rate which would then be in effect if such 
dividend or distribution had not been declared.  

  
If the Board of Directors determines the fair market value of any distribution for purposes 
of this paragraph 7(d) by reference to the actual or when issued trading market for any 
securities comprising all or part of such distribution (other than excluded securities), it 
must in doing so consider the prices in such market over the same period (the “Reference 
Period”) used in computing the Current Market Price pursuant to paragraph 7(g) to the 
extent possible, unless the Board of Directors in a Board Resolution determines in good 
faith that determining the fair market value during the Reference Period would not be in 
the best interests of the Holder.  

  



For purposes of this paragraph 7(d) and paragraphs 7(a), 7(b) and 7(c), any dividend or 
distribution to which this paragraph 7(d) is applicable that also includes shares of 
Common Stock, a subdivision or combination of Common Stock to which paragraph 7(b) 
applies, or rights or warrants to subscribe for or purchase shares of Common Stock (or 
securities convertible into Common Stock) to which paragraph 7(c) applies (or any 
combination thereof), shall be deemed instead to be:  

  
(1)  a dividend or distribution of the evidences of indebtedness, assets, shares 

of capital stock, rights or warrants other than such shares of Common 
Stock, such subdivision or combination or such rights or warrants to which 
paragraphs 7(a), 7(b) and7(c) apply, respectively (and any Conversion 
Rate increase required by this paragraph 7(d) with respect to such 
dividend or distribution shall then be made), immediately followed by  

  
(2)  a dividend or distribution of such shares of Common Stock, such 

subdivision or combination or such rights or warrants (and any further 
Conversion Rate increase required by paragraphs 7(a), 7(b) and 7(c) with 
respect to such dividend or distribution shall then be made), except:  

  
(A)  the Record Date of such dividend or distribution shall be substituted as (x) 

“the date fixed for the determination of stockholders entitled to receive 
such dividend or other distribution”, “Record Date fixed for such 
determinations” and “Record Date” within the meaning of paragraph 7(a), 
(y) “the day upon which such subdivision becomes effective” and “the day 
upon which such combination becomes effective” within the meaning of 
paragraph 7(b), and (z) as “the date fixed for the determination of 
stockholders entitled to receive such rights or warrants”, “the Record Date 
fixed for the determination of the stockholders entitled to receive such 
rights or warrants” and such “Record Date” within the meaning of 
paragraph 7(c), and  

  
(B)  any shares of Common Stock included in such dividend or distribution 

shall not be deemed “outstanding at the close of business on the date fixed 
for such determination” within the meaning of paragraph 7(a) and any 
increase or reduction in the number of shares of Common Stock resulting 
from such subdivision or combination shall be disregarded in connection 
with such dividend or distribution.  

  
(e)  In case the Company shall, by dividend or otherwise, distribute to all holders of 

its Common Stock, cash (excluding any cash that is distributed as part of a 
distribution referred to in paragraph 7(d) hereof), then and in each such case, 
immediately after the close of business on such date, the Conversion Rate shall be 
increased so that the same shall equal the price determined by multiplying the 
Conversion Rate in effect immediately prior to the close of business on such 
Record Date by a fraction:  

  



(i)  The numerator of which shall be equal to the Current Market Price on 
such Record Date, and  

 (ii) the denominator of which shall be equal to the Current Market Price on 
the Record Date less an amount equal to the quotient of (x) the aggregate 
amount of the cash distributed and (y) the number of shares of Common 
Stock outstanding on the Record Date.  

  
In the event that such dividend or distribution is not so paid or made, the 
Conversion Rate shall again be adjusted to be the Conversion Rate which would 
then be in effect if such dividend or distribution had not been declared.  

  
(f)  In case the Company or any of its Subsidiaries pays holders of the Common Stock 

in respect of a tender offer or exchange offer, other than an odd-lot offer, by the 
Company or any of its Subsidiaries for shares of Common Stock to the extent that 
the cash and fair market value of any other consideration included in the payment 
per share of Common Stock exceeds the Sale Price per share of Common Stock 
on the Trading Day next succeeding the last date on which tenders or exchanges 
may be made pursuant to such tender offer or exchange offer (the “Expiration 
Time”), then, and in each such case, the Conversion Rate shall be adjusted so that 
the same shall equal the price determined by multiplying the Conversion Rate in 
effect immediately prior to close of business on the date of the Expiration Time 
by a fraction:  

  
(1)  the numerator of which shall be the sum of (x) the fair market value 

(determined as aforesaid) of the aggregate consideration payable to 
stockholders based on the acceptance (up to any maximum specified in the 
terms of the tender offer or exchange offer) of all shares validly tendered 
or exchanged and not withdrawn as of the Expiration Time (the shares 
deemed so accepted, up to any such maximum, being referred to as the 
“Purchased Shares”) and (y) the product of the number of shares of 
Common Stock outstanding (less any Purchased Shares) at the Expiration 
Time and the Sale Price of the Common Stock on the Trading Day next 
succeeding the Expiration Time, and  

  
(2)  the denominator of which shall be the number of shares of Common Stock 

outstanding (including any tendered or exchanged shares) at the 
Expiration Time multiplied by the Sale Price of the Common Stock on the 
Trading Day next succeeding the Expiration Time.  

  
Such increase (if any) shall become effective immediately prior to the opening of 
business on the day following the Expiration Time. In the event that the Company 
is obligated to purchase shares pursuant to any such tender offer or exchange 
offer, but the Company is permanently prevented by applicable law from effecting 
any such purchases or all such purchases are rescinded, the Conversion Rate shall 
again be adjusted to be the Conversion Rate which would then be in effect if such 
tender offer or exchange offer had not been made. If the application of this 



paragraph 7(f) to any tender offer or exchange offer would result in an increase in 
the Conversion Rate, no adjustment shall be made for such tender offer or 
exchange offer under this paragraph 7(f).  
 

 (g)  For purposes of this paragraph 7, the following terms shall have the 
meanings indicated:  

  
“Current Market Price” shall mean the average of the daily Sale Prices per share 
of Common Stock for the 5 (Five) consecutive Trading Days ending not later than 
the earlier of the date immediately prior to the date in question and the day before 
the “ex” date with respect to the issuance, distribution, subdivision or 
combination requiring such computation. If another issuance, distribution, 
subdivision or combination to which paragraph 7 applies occurs during the period 
applicable for calculating “Current Market Price” pursuant to the preceding 
definition, then “Current Market Price” shall be appropriately adjusted to reflect 
the impact of such issuance, distribution, subdivision or combination on the Sale 
Price of the Common Stock during such period. For purposes of this paragraph, 
the term “ex” date, when used:  

  
(A)  With respect to any issuance or distribution, means the first date on 

which the Common Stock trades regular way on the relevant 
exchange or in the relevant market from which the Sale Price was 
obtained without the right to receive such issuance or distribution;  

  
(B)  with respect to any subdivision or combination of shares of 

Common Stock, means the first date on which the Common Stock 
trades regular way on such exchange or in such market after the 
time at which such subdivision or combination becomes effective, 
and  

  
(C)  with respect to any tender or exchange offer, means the first date 

on which the Common Stock trades regular way on such exchange 
or in such market after the Expiration Time of such offer.  

  
Notwithstanding the foregoing, whenever successive adjustments to the 
Conversion Rate are called for pursuant to this paragraph 7, such adjustments 
shall be made to the Current Market Price as may be necessary or appropriate to 
effectuate the intent of this paragraph 7 and to avoid unjust or inequitable results 
as determined in good faith by the Board of Directors.  

  
(2)  “Fair market value” shall mean the amount which a willing buyer would 

pay a willing seller in an arm’s length transaction.  
  
 
 
 



(3)  “Record Date” shall mean for purposes of this paragraph 7, with respect to 
any dividend, distribution or other transaction or event in which the 
holders of Common Stock have the right to receive any cash, securities or 
other property or in which the Common Stock (or other applicable 
security) is exchanged for or converted into any combination of cash, 
securities or other property, the date fixed for determination of 
stockholders entitled to receive such cash, securities or other property 
(whether such date is fixed by the Board of Directors or by statute, 
contract or otherwise).  

  
(h)  The Company may make such increases in the Conversion Rate, in addition to 

those required by paragraph 7(a), (b), (c), (d), (e) or (f), as the Board of Directors 
considers to be advisable to avoid or diminish any income tax to holders of 
Common Stock or rights to purchase Common Stock resulting from any dividend 
or distribution of stock (or rights to acquire stock) or from any event treated as 
such for income tax purposes.  

  
To the extent permitted by applicable law, the Company from time to time may increase 
the Conversion Rate by any amount for any period of time if the period is at least 20 
(Twenty) days and the increase is irrevocable during the period and the Board of 
Directors determines in good faith that such increase would be in the best interests of the 
Company, which determination shall be conclusive and set forth in a Board Resolution. 
Whenever the Conversion Rate is increased pursuant to the preceding sentence, the 
Company shall mail to the Agent and each Holder at the address of such Holder as it 
appears in the Register a notice of the increase at least 15 (Fifteen) days prior to the date 
the increased Conversion Rate takes effect, and such notice shall state the increased 
Conversion Rate and the period during which it will be in effect.  

  
(i)  No adjustment in the Conversion Rate shall be required unless such adjustment 

would require an increase or decrease of at least 1% (One percent) in the 
Conversion Price then in effect; provided, however, that any adjustments which 
by reason of this paragraph 7(i) are not required to be made shall be carried 
forward and taken into account in any subsequent adjustment. In the event that, on 
the date that is five Business Days prior to the maturity of the Notes (whether at 
Stated Maturity or otherwise), an adjustment has been carried forward pursuant to 
the preceding sentence but has not yet been taken into account in an adjustment to 
the Conversion Rate and notwithstanding the first sentence of this paragraph (i), 
an adjustment to the Conversion Rate will be made on such date in accordance 
with the relevant paragraph of this paragraph 7. All calculations under this Article 
10 shall be made by the Company and shall be made to the nearest cent or to the 
nearest one hundredth of a share, as the case may be. No adjustment need be 
made for a change in the par value or no par value of the Common Stock. No 
adjustment in the Conversion Rate shall be required if the Holders participate in 
the transactions that would otherwise lead to an adjustment in the Conversion 
Rate pursuant to this paragraph 7.  

  



(j)  In any case in which this paragraph 7 provides that an adjustment shall become 
effective immediately after a Record Date for an event, the Company may defer 
until the occurrence of such event (i) issuing to the Holder of any Note converted 
after such Record Date and before the occurrence of such event the additional 
shares of Common Stock issuable upon such conversion by reason of the 
adjustment required by such event over and above the Common Stock issuable 
upon such conversion before giving effect to such adjustment and (ii) paying to 
such Holder any amount in cash in lieu of any fraction.  

  
(k)  For purposes of this paragraph 7, the number of shares of Common Stock at any 

time outstanding shall not include shares held in the treasury of the Company but 
shall include shares issuable in respect of scrip certificates issued in lieu of 
fractions of shares of Common Stock. The Company will not pay any dividend or 
make any distribution on shares of Common Stock held in the treasury of the 
Company.  

  
(l)  Whenever the Conversion Rate is adjusted as herein provided (other than in the 

case of an adjustment pursuant to the second paragraph of paragraph 7(h) for 
which the notice required by such paragraph has been provided), the Company 
shall promptly file with the Agent and any Conversion Agent other than the Agent 
an Officers’ Certificate setting forth the adjusted Conversion Rate and showing in 
reasonable detail the facts upon which such adjustment is based. Promptly after 
delivery of such Officers’ Certificate, the Company shall prepare a notice stating 
that the Conversion Rate has been adjusted and setting forth the adjusted 
Conversion Rate and the date on which each adjustment becomes effective, and 
shall mail, or cause the Agent to mail, at the Company’s expense, such notice to 
each Holder at the address of such Holder as it appears in the Register within 20 
(twenty) days of the effective date of such adjustment. Failure to deliver such 
notice shall not affect the legality or validity of any such adjustment.  

   
8. Denominations; Assignment; Transfer; Exchange.  
  

The Notes are in fully registered form, without coupons, in denominations of US$1,000 
of principal amount and whole multiples of US$1,000. The Registrar may require a 
Holder, in order to assign, transfer or exchange Notes, among other things, to furnish 
appropriate endorsements and assignment or transfer documents (in the form of Exhibit B 
or Exhibit C attached hereto, as applicable) and to pay any taxes and fees required by 
law. The Registrar need not transfer or exchange any Notes selected for redemption 
(except, in the case of a Note to be redeemed in part, the portion of the Note not to be 
redeemed) or any Notes for a period of 15 (Fifteen) days before the mailing of a notice of 
redemption of Notes to be redeemed.  

  
9. Persons Deemed Owners.  
  

The registered Holder of this Note shall be treated as the owner of this Note for all 
purposes.  



 10. Unclaimed Money or Notes.  
  
  The Agent and the Paying Agent shall return to the Company upon written request any 

money, Notes or shares of Common Stock held by them for the payment of any amount 
with respect to the Notes that remains unclaimed for two years, subject to applicable 
unclaimed property law. After such return to the Company, Holders entitled to the money 
or Notes must look to the Company for payment as general creditors unless an applicable 
abandoned property law designates another person.  

  
11. Amendment; Waiver.  
  

Except as set forth below, (i) this Note may be amended with the written consent of the 
Holders of not less than a majority in aggregate principal amount of the Notes at the time 
outstanding and (ii) certain Defaults may be waived with the written consent of the 
Holders of not less than a majority in aggregate principal amount of the Notes at the time 
outstanding. Without the consent of any Holder, the Company and the Agent may amend 
the Notes to, among other things, cure any ambiguity, omission, defect or inconsistency, 
to provide for uncertificated Notes in addition to or in place of certificated Notes or to 
make any change that does not adversely affect the rights of any Holder. The foregoing 
notwithstanding, without the consent of the Holder of this Note, no amendment may be 
made reducing the principal or the Interest Rate of this Note or extending the Stated 
Maturity of this Note. 

  
12. Defaults and Remedies.  
  

Events of Default include (1) the Company fails to pay when due the principal of any of 
the Notes at Stated Maturity, upon redemption or otherwise; (2) the Company fails to pay 
an installment of interest on any of the Notes that continues for 30 (Thirty) days after the 
date when due; (3) the Company fails to deliver shares of Common Stock, together with 
cash in lieu of fractional shares, when such Common Stock or cash in lieu of fractional 
shares is required to be delivered upon conversion of a Note and such failure continues 
for 10 days after written notice of default is given to the Company by the Agent or to the 
Company and the Agent by the Holder of such Note; (4) the Company fails to perform or 
observe any other term, covenant or agreement contained in the Notes for a period of 60 
(Sixty) days after written notice of such failure, requiring the Company to remedy the 
same, shall have been given to the Company by the Agent or to the Company and the 
Agent by the Holders of at least 50% (Fifty percent) in aggregate principal amount of the 
Notes then outstanding (a “Notice of Default”); (5) in the event of bankruptcy, insolvency 
or reorganization with respect to the Company or any Significant Subsidiary and (6) the 
Company’s filing of, or any Significant Subsidiaries’ filing of, a voluntary petition 
seeking liquidation, reorganization arrangement, readjustment of debts or for any other 
relief under the federal bankruptcy code.  If an Event of Default (other than an Event of 
Default specified in clause (5) or (6) of this paragraph 12) occurs and is continuing, the 
Agent, or the Holders of at least 50% (Fifty percent) in aggregate principal amount of the 
Notes at the time outstanding, may declare all the Notes to be due and payable 
immediately. An Event of Default under clause (5) or (6) of this paragraph 12 will result 



in the Notes becoming due and payable immediately upon the occurrence of such Events 
of Default.  

  
Holders may not enforce this Note, except with the approval of Holders of a majority in 
aggregate principle amount of the Notes. The Agent may refuse to enforce the Notes 
unless it receives reasonable indemnity or security.  

  
13. Subordination.  
  

The payment of principal of and interest on the Notes will be subordinated in right of 
payment to the prior payment in full in cash or cash equivalents (or otherwise to the 
extent Holders accept satisfaction of amounts due by settlement in other than cash or cash 
equivalents) of all Senior Indebtedness whether outstanding on the date of this Note or 
thereafter incurred.  

  
14. Agent Dealings with the Company.  
  

The Agent, in its individual or any other capacity, may become the owner or pledgee of 
Notes and may otherwise deal with and collect obligations owed to it by the Company or 
its Affiliates and may otherwise deal with the Company or its Affiliates with the same 
rights it would have if it were not Agent.  

 
   
15. No Recourse Against Others.  
  

A director, officer, employee or stockholder, as such, of the Company shall not have any 
liability for any obligations of the Company under the Notes or for any claim based on, in 
respect of or by reason of such obligations or their creation. By accepting a Note, each 
Holder waives and releases all such liability. The waiver and release are part of the 
consideration for the issue of the Notes.  

   
16. Abbreviations.  
  

Customary abbreviations may be used in the name of a Holder or an assignee, such as 
TEN COM (=tenants in common), TEN ENT (=tenants by the entireties), JT TEN (=joint 
tenants with right of survivorship and not as tenants in common), CUST (=custodian), 
and U/G/M/A (=Uniform Gift to Minors Act).  

  
17. GOVERNING LAW.  
  

THIS NOTE WILL BE GOVERNED BY, AND CONSTRUED IN ACCORDANCE 
WITH THE LAWS OF THE STATE OF NEVADA.  

  
 

  



Exhibit A 
 

CONVERSION NOTICE 
  
To convert this Note into Common Stock of the Company, check the box:  
  
To convert only part of this Note, state the principal amount to be converted (which must be 
US$1,000 or an integral multiple of US$1,000):  
  
US$                                               
  
If you want the stock certificate made out in another person’s name, fill in the form below:  
  
 
 
  

 
  

 
(Insert other person’s social sec. or tax ID no.) 

 
  

 
  

 
  

 
  

 
  

(Print or type other person’s name, address and zip code)  
  
� If you want the stock certificate made out in another person’s name, you are required to

complete and deliver to the Conversion Agent a duly completed Transfer Certificate which is
in the form of Exhibit B to this Note.  

 



EXHIBIT B 
 

ASSIGNMENT FORM 
  

For value received                                          hereby sell(s), assign(s), and transfer(s) 
unto                                               (Please insert social security or other Taxpayer Identification 
Number of assignee) the within Note, and hereby irrevocably constitutes and 
appoints                                               attorney to transfer the said Note on the books of the 
Company, with full power of substitution in the premises.  
  

In connection with the transfer of this Note, the undersigned registered owner of this Note 
hereby certifies with respect to US$                                              principal amount of this Note 
presented or surrendered on the date hereof (the “Surrendered Note”) for registration of transfer, 
or for exchange where the Notes issuable upon such transfer or exchange are to be registered in a 
name other than that of the undersigned registered owner (each such transaction being a 
“transfer”), that such transfer complies with the restrictive legend set forth on the face of the 
Surrendered Note for the reason checked below:  
  
  � A transfer of the Surrendered Note is made to the Company; or  
  

  
� The transfer of the Surrendered Note complies with Rule 144A under the U.S. Securities

Act of 1933, as amended (the “Securities Act”); or  
  

  
� The transfer of the Surrendered Note complies with Rule 501(a)(1), (2), (3) or (7) of Rule

501 under the Securities Act; or  
  

  
� The transfer of the Surrendered Note is pursuant to an effective registration statement

under the Securities Act, or  
  

  
� The transfer of the Surrendered Note is pursuant to another available exemption from the

registration requirement of the Securities Act,  
  

and unless the box below is checked, the undersigned confirms that, to the undersigned’s 
knowledge, the Surrendered Note is not being transferred to an “affiliate” of the Company 
as defined in Rule 144 under the Securities Act (an “Affiliate”).  

  
  � The transferee is an Affiliate of the Company.  
  
      
Dated:           
       
             
             
         
  

  
  

     
Signature(s) 
  



Signature(s) must be guaranteed by an 
“eligible guarantor institution” meeting 
the requirements of the Registrar, which 
requirements include membership or 
participation in the Security Transfer 
Agent Medallion Program (“STAMP”) or 
such other “signature guarantee program” 
as may be determined by the Notes 
registrar in addition to, or in substitution 
for, STAMP, all in accordance with the 
Securities Exchange Act of 1934, as 
amended. 

  
  



Exhibit C 
 

Transfer Certificate 
  

In connection with any transfer (or exchange or conversion as provided below) of any of the 
Notes, the undersigned registered owner of this Note hereby certifies with respect to 
US$                             principal amount of the above-captioned Notes presented or surrendered 
on the date hereof (the “Surrendered Notes”) for registration of transfer, or for exchange or 
conversion where the Notes or Common Stock issuable upon such exchange or conversion, as 
the case may be, are to be registered in a name other than that of the undersigned registered 
owner (each such transaction being a “transfer”), that such transfer complies with the restrictive 
legend set forth on the face of the Surrendered Notes for the reason checked below:  
  
  � A transfer of the Surrendered Notes is made to the Company or any Subsidiaries; or  
  

  
� The transfer of the Surrendered Notes complies with Rule 144A under the U.S. Securities

Act of 1933, as amended (the “Securities Act”); or  
  

  
� The transfer of the Surrendered Note complies with Rule 501(a)(1), (2), (3) or (7) of Rule 

501 under the Securities Act; or  
  

  
� The transfer of the Surrendered Notes is pursuant to an effective registration statement

under the Securities Act, or  
  

  
� The transfer of the Surrendered Notes is pursuant to another available exemption from

the registration requirement of the Securities Act,  
  

and unless the box below is checked, the undersigned confirms that, to the undersigned’s 
knowledge, such Notes are not being transferred to an “affiliate” of the Company as defined 
in Rule 144 under the Securities Act (an “Affiliate”).  

  
  � The transferee is an Affiliate of the Company.  
  
DATE:                                                                
  

 
  
 
  

Signature(s) 
  
(If the registered owner is a corporation, partnership or fiduciary, the title of the Person signing 
on behalf of such registered owner must be stated.)  
  
  



Exhibit D 
 

Definitions 
  

“Affiliate” of any specified person means any other person directly or indirectly 
controlling or controlled by or under direct or indirect common control with such 
specified person. For purposes of this definition, “control” when used with respect to any 
specified person means the power to direct or cause the direction of the management and 
policies of such person, directly or indirectly, whether through the ownership of voting 
securities, by contract or otherwise; and the terms “controlling” and “controlled” have 
meanings correlative to the foregoing.  

 
“Agent” means the Company until a successor replaces it as agent with respect to the 
Notes and, thereafter, shall mean such successor. The foregoing sentence shall likewise 
apply to any subsequent such successor or successors.  

  
“Board of Directors” means either the board of directors of the Company or any duly 
authorized committee of such board.  

  
“Board Resolution” means a resolution duly adopted by the Board of Directors, a copy of 
which, certified by the Secretary or an Assistant Secretary of the Company to be in full 
force and effect on the date of such certification, shall have been delivered to the Agent.  

  
“Business Day” means each day of the year other than a Saturday or a Sunday on which 
banking institutions are not required or authorized to close in The City of New York.  

  
“Capital Stock” of any corporation means any and all shares, interests, rights to purchase, 
warrants, options, participations or other equivalents of or interests in (however 
designated) stock or other equity issued by that corporation.  

  
“Common Stock” means the Common Stock, par value US$0.00001 per share, of the 
Company as it exists on the date of this Note. Shares issuable on conversion of Notes 
shall include only shares of Common Stock or shares of any class or classes of common 
stock resulting from any reclassification or reclassifications thereof; provided, however, 
that if at any time there shall be more than one such of each such class then so issuable 
shall be substantially in the proportion which the total number of shares of such class 
resulting from all such reclassifications bears to the total number of shares of all such 
classes resulting from all such reclassifications.  

  
“Common stock” means any stock of any class of Capital Stock which has no preference 
in respect of dividends or of amounts payable in the event of any voluntary or involuntary 
liquidation, dissolution or winding up of the issuer.  

  
 
 



“Company” means the party named as the “Company” in the first paragraph of this Note 
until a successor replaces it pursuant to the applicable provisions of this Note, and, 
thereafter, “Company” shall mean such successor. The foregoing sentence shall likewise 
apply to any subsequent such successor or successors.  

   
“Conversion Agent” means any person authorized by the Company to convert Notes in 
accordance with Article 10 hereof. On the date of this Note, the Company hereby 
appoints the Agent as the Conversion Agent.  

  
“Conversion Price” means US$1,000 divided by the applicable Conversion Rate.  

  
“Conversion Value” for the Notes is equal to the product of (i) the Sale Price per share of 
the Common Stock on a given day and (ii) the then current Conversion Rate.   

   
“Default” means any event which is, or after notice or passage of time or both would be, 
an Event of Default.  

   
“Dollar” or “U.S.$” means a dollar or other equivalent unit in such coin or currency of 
the United States as at the time shall be legal tender for the payment of public and private 
debts.  

  
“GAAP” means United States generally accepted accounting principles as in effect from 
time to time.  

  
“Holder” means a person in whose name a Note is registered on the Registrar’s books.  

  
“Indebtedness” means, with respect to any person, without duplication:  

  
(1)  all obligations and other liabilities, contingent or otherwise, of such person 

for borrowed money (including overdrafts) to the extent such obligations 
and other liabilities would appear as a liability upon the consolidated 
balance sheet of such a person in accordance with GAAP or for the 
deferred purchase price of property or services, excluding any trade 
payables and other accrued current liabilities incurred in the ordinary 
course of business, but including, without limitation, all obligations, 
contingent or otherwise, of such person in connection with any letters of 
credit and acceptances issued under letter of credit facilities, acceptance 
facilities or other similar facilities;  

  
(2)  all obligations of such person evidenced by bonds, credit or loan 

agreements, notes, debentures or other similar instruments to the extent 
such obligations would appear as a liability upon the consolidated balance 
sheet of such a person in accordance with GAAP;  

  
 



(3)  indebtedness of such person created or arising under any conditional sale 
or other title retention agreement with respect to property acquired by such 
person (even if the rights and remedies of the seller or lender under such 
agreement in the event of default are limited to repossession or sale of 
such property), but excluding trade payables arising in the ordinary course 
of business;  

 
 (4)  All obligations and liabilities, contingent or otherwise, in respect of leases 

of the person required, in conformity with GAAP, to be accounted for as 
capitalized lease obligations on the consolidated balance sheet of the 
person;  

  
(5)  all net obligations of such person under or in respect of interest rate 

agreements, currency agreements or other swap, cap floor or collar 
agreements, hedge agreements, forward contracts or similar instruments or 
agreements or foreign currency, hedge, exchange or purchase or similar 
instruments or agreements;  

  
(6)  all indebtedness referred to in (but not excluded from) the preceding 

clauses (1) through (5) of other persons, the payment of which is secured 
by (or for which the holder of such indebtedness has an existing right, 
contingent or otherwise, to be secured by) any Lien on or with respect to 
property (including, without limitation, accounts and contract rights) 
owned by the referent person, even though such person has not assumed or 
become liable for the payment of such indebtedness (the amount of such 
obligation being deemed to be the lesser of the value of such property or 
asset or the amount of the obligation so secured);  

  
(7)  All guarantees by such person of indebtedness referred to in this definition 

or of any other person;  
  

(8)  All Redeemable Capital Stock of such person valued at the greater of its 
voluntary or involuntary maximum fixed purchase price plus accrued and 
unpaid dividends;  

  
(9)  the present value of the obligation of such person as lessee for net rental 

payments (excluding all amounts required to be paid on account of 
maintenance and repairs, insurance, taxes, assessments, water, utilities and 
similar charges to the extent included in such rental payments) during the 
remaining term of the lease included in any such sale and leaseback 
transaction including any period for which such lease has been extended 
or may, at the option of the lessor, be extended. Such present value shall 
be calculated using a discount rate equal to the rate of interest implicit in 
such transaction, determined in accordance with GAAP; and  

  



(10)  any and all refinancings, replacements, deferrals, renewals, extensions and 
refundings of or amendments, modifications or supplements to, any 
indebtedness, obligation or liability of the kind described in clauses (1) 
through (9) above.  

  
“Interest Payment Date” means the date specified in the Notes as the fixed date on which 
an installment of interest on the Notes is due and payable.  

  
“Interest Rate” means 10% (Ten percent) per annum.  

  
“Issue Date” of any Note means the date on which the Note was originally issued or 
deemed issued as set forth on the face of the Note.  

  
“Lien” means, with respect to any asset, any mortgage, lien, pledge, charge, security 
interest or encumbrance of any kind in respect of such asset given to secure Indebtedness, 
whether or not filed, recorded or otherwise perfected under applicable law (including any 
conditional sale or other title retention agreement, any lease in the nature thereof, any 
option or other agreement to sell or give a security interest in and any filing of or 
agreement to give any financing statement under the Uniform Commercial Code (or 
equivalent statutes) of any jurisdiction with respect to any such lien, pledge, charge or 
security interest).  

  
“Notes” mean the Company’s convertible Notes due May 3, 2011.  

  
“Officer” means the Chairman of the Board, the Vice Chairman, the Chief Executive 
Officer, the President, any Executive Vice President, any Senior Vice President, any Vice 
President, the Treasurer or the Secretary or any Assistant Treasurer or Assistant Secretary 
of the Company. 

 
“Officers’ Certificate” means a written certificate signed in the name of the Company by 
any one Officer, and delivered to the Agent 

 
“person” or “Person” means any individual, corporation, limited liability company, 
partnership, joint venture, association, joint-stock company, trust, unincorporated 
organization, or government or any agency or political subdivision thereof, including any 
subdivision or ongoing business of any such entity or substantially all of the assets of any 
such entity, subdivision or business.  

  
  “Principal” of a Note means the principal amount due on the Stated Maturity as set forth 

on the face of the Note.  
  
 
 
 
 



“Redeemable Capital Stock” means any class of the Company’s Capital Stock that, either 
by its terms, by the terms of any securities into which it is convertible or exchangeable or 
by contract or otherwise, is, or upon the happening of an event or passage of time would 
be, required to be redeemed (whether by sinking fund or otherwise) prior to the date that 
is 91 days after the Stated Maturity of the Notes or is redeemable at the option of the 
holder thereof at any time prior to such date.  Securities at any time prior to such date 
(unless it is convertible or exchangeable solely at the Company’s option).  

  
“Redemption Date” or “redemption date” means the date specified for redemption of the 
Notes in accordance with the terms of this Note.  

  
“Redemption Price” or “redemption price” shall have the meaning set forth in paragraph 
5 of this Note.  

  
“Regular Record Date” means, with respect to the interest payable on any Interest 
Payment Date, the close of business on the March 15 or September 15 (whether or not a 
Business Day), as the case may be, next preceding such Interest Payment Date.  

   
“Rule 144” means Rule 144 under the Securities Act (or any successor provision), as it 
may be amended from time to time.  

  
“Rule 144A” means Rule 144A under the Securities Act (or any successor provision), as 
it may be amended from time to time.  

  
“Sale Price” as of any date means the closing per share sale price (or if no closing sale 
price is reported, the average bid price and ask prices or, if more than one in either case, 
the average of the average bid and average ask prices) on such date on the Nasdaq 
National Market or such other principal United States securities exchange on which the 
Common Stock is traded or, if the Common Stock is not listed on a United States national 
or regional securities exchange, as reported by the National Association of Securities 
Dealers Automated Quotation System or by the National Quotation Bureau Incorporated. 
In the absence of a quotation, the Company will determine the sale price on the basis of 
such quotations as the Company considers appropriate.  

  
“SEC” means the Securities and Exchange Commission.  

  
“Securities Act” means the United States Securities Act of 1933 (or any successor 
statute), as amended from time to time.  

  
“Senior Indebtedness” means any Indebtedness of the Company, unless by the terms of 
the instrument creating or evidencing such Indebtedness, such Indebtedness is expressly 
designated equal or junior in right of payment to the Notes.  

  
Notwithstanding the foregoing, “Senior Indebtedness” shall not include:  

  
(a)  Indebtedness evidenced by the Notes;  



 (b) Indebtedness of the Company that by operation of law is subordinate to any 
general unsecured obligations of the Company;  

  
(c)  any liability for federal, state or local taxes or other taxes, owed by the Company.  

  
(d)  accounts payable or other liabilities owed or owing by the Company to trade 

creditors (including guarantees thereof or instruments evidencing such liabilities);  
  

(e)  amounts owed by the Company for compensation to employees or for services 
rendered to the Company;  

  
(f)  Indebtedness of the Company to any Subsidiary or any other Affiliate of the 

Company or any of such Affiliate’s Subsidiaries;  
  

(g)  Capital Stock of the Company, including Redeemable Capital Stock; and  
  

(h)  Indebtedness of the Company which, when incurred and without regard to any 
election under Section 1111(b) of Title 11 of the United States Code, is without 
recourse to the Company.  

  
“Significant Subsidiary” means any Subsidiary that would be, as of the date of the 
applicable action set forth in this Note, a “significant subsidiary” of the Company within 
the meaning of Rule 1-02(w) of Regulation S-X promulgated by the SEC.  

  
“Stated Maturity”, when used with respect to any Note, means the date specified in such 
Note as the fixed date on which the principal of such Note is due and payable.  

  
“Subsidiary” means, with respect to any Person, (i) a corporation, a majority of whose 
Capital Stock with voting power, under ordinary circumstances, to elect directors is, at 
the date of determination, directly or indirectly owned by such Person, by one or more 
Subsidiaries of such Person or by such Person and one or more Subsidiaries of such 
Person, (ii) a partnership in which such Person or a Subsidiary of such Person holds a 
majority interest in the equity capital or profits of such partnership, or (iii) any other 
entity (other than a corporation) in which such Person, a Subsidiary of such Person or 
such Person and one or more Subsidiaries of such Person, directly or indirectly, at the 
date of determination, has (x) at least a majority ownership interest or (y) the power to 
elect or direct the election of a majority of the directors or other governing body of such 
entity.  

  
  “Trading Day” means a day during which trading in securities generally occurs on the 

Nasdaq National Market or, if the Common Stock is not listed on a national or regional 
securities exchange, on the National Association of Securities Dealers Automated 
Quotation System, or, if the Common Stock is not quoted on the National Association of 
Securities Dealers Automated Quotation System, on the principal other market on which 
the Common Stock is then traded.  

  



  “United States” means the United States of America (including the States and the District 
of Columbia), its territories, its possessions and other areas subject to its jurisdiction (its 
“possessions” including Puerto Rico, the U.S. Virgin Islands, Guam, American Samoa, 
Wake Island and the Northern Mariana Islands).   

 
 
 
 
 
 
 
 
 
 
 



Convertible Note 
 

THE SECURITY EVIDENCED HEREBY HAS NOT BEEN REGISTERED UNDER 
THE U.S. SECURITIES ACT OF 1933, AS AMENDED (THE “SECURITIES ACT”). THE 
HOLDER HEREOF, BY PURCHASING THIS NOTE, AGREES FOR THE BENEFIT OF 
GNCC CAPITAL, INC. (THE “COMPANY”) THAT THIS NOTE MAY NOT BE RESOLD, 
PLEDGED OR OTHERWISE, OTHER THAN (1) TO THE COMPANY, (2) SO LONG AS 
THIS NOTE IS ELIGIBLE FOR RESALE PURSUANT TO RULE 144A UNDER THE 
SECURITIES ACT (“RULE 144A”), TO A PERSON WHOM THE SELLER REASONABLY 
BELIEVES IS A QUALIFIED INSTITUTIONAL BUYER WITHIN THE MEANING OF 
RULE 144A, PURCHASING FOR ITS OWN ACCOUNT OR FOR THE ACCOUNT OF A 
QUALIFIED INSTITUTIONAL BUYER TO WHOM NOTICE IS GIVEN THAT THE 
RESALE, PLEDGE OR OTHER TRANSFER IS BEING MADE IN RELIANCE ON RULE 
144A, (3) TO AN INSTITUTIONAL ACCREDITED INVESTOR” AS DEFINED IN RULE 
501 (A)(1), (2), (3) OR (7) OF RULE 501 UNDER THE SECURITIES ACT 
(“INSTITUTIONAL ACCREDITED INVESTOR”) THAT IS ACQUIRING THIS NOTE FOR 
INVESTMENT PURPOSES AND NOT FOR DISTRIBUTION, AND THAT, PRIOR TO 
SUCH TRANSFER, DELIVERS TO THE COMPANY AND THE AGENT A SIGNED 
LETTER CONTAINING CERTAIN REPRESENTATIONS AND AGREEMENTS RELATING 
TO THE RESTRICTIONS ON TRANSFER OF THE NOTE EVIDENCED HEREBY (THE 
FORM OF WHICH LETTER MAY BE OBTAINED FROM THE AGENT), (4) PURSUANT 
TO RULE 144 UNDER THE SECURITIES ACT, (5) PURSUANT TO ANOTHER 
AVAILABLE EXEMPTION FROM REGISTRATION UNDER THE SECURITIES ACT OR 
(6) PURSUANT TO AN EFFECTIVE REGISTRATION STATEMENT UNDER THE 
SECURITIES ACT, IN EACH CASE IN ACCORDANCE WITH ANY APPLICABLE 
SECURITIES LAWS OF ANY STATE OF THE UNITED STATES PRIOR TO A TRANSFER 
OF THIS NOTE (OTHER THAN A TRANSFER PURSUANT TO CLAUSE (6) ABOVE), 
THE HOLDER OF THIS NOTE MUST, PRIOR TO SUCH TRANSFER, FURNISH TO THE 
COMPANY AND THE TRANSFER AGENT SUCH CERTIFICATES AND OTHER 
INFORMATION AND LEGAL OPINIONS AS THEY MAY REASONABLY REQUIRE. THE 
HOLDER HEREOF, BY PURCHASING THIS NOTE, REPRESENTS AND AGREES FOR 
THE BENEFIT OF THE COMPANY THAT IT IS AN ACCREDITED INVESTOR OR A 
QUALIFIED INSTITUTIONAL BUYER AND THAT IT IS HOLDING THIS NOTE FOR 
INVESTMENT PURPOSES AND NOT FOR DISTRIBUTION. IN ANY CASE THE 
HOLDER HEREOF WILL NOT, DIRECTLY OR INDIRECTLY, ENGAGE IN ANY 
HEDGING TRANSACTION WITH REGARD TO THIS NOTE OR ANY COMMON STOCK 
ISSUABLE UPON CONVERSION OF THIS NOTE EXCEPT AS PERMITTED BY THE 
SECURITIES ACT. 
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Capitalized terms used herein but not defined shall have the meanings assigned to them in 
Exhibit D attached hereto and incorporated by reference herein unless otherwise indicated.  
  
1. Cash Interest.  
  
  The Company promises to pay interest at the Interest Rate in cash on the principal 

amount of this Note. The Company will pay cash interest semiannually in arrears on June 
30 and December 31 of each year (each an “Interest Payment Date”), beginning on 
December 31, 2013, to Holders of record at the close of business on the preceding June 
15 and December 15 (whether or not a business day) (each a “Regular Record Date”), as 
the case may be, immediately preceding such Interest Payment Date. Cash interest on the 
Notes will accrue from the most recent date to which interest has been paid or duly 
provided or, if no interest has been paid, from the Issue Date. Cash interest will be 
computed on the basis of a 360-day year of twelve 30-day months. The Company shall 
pay cash interest on overdue principal at the rate borne by the Notes, and it shall pay 
interest in cash on overdue installments of cash interest at the same rate to the extent 
lawful. All such overdue cash interest shall be payable on demand. Upon conversion, 
accrued and unpaid interest shall be deemed paid in full rather than cancelled, 
extinguished or forfeited.  

  
2. Method of Payment.  
  

The Company will make payments in respect of the principal of, and cash interest on this 
Note and in respect of Redemption Prices, if any, to Holders who surrender Notes to a 
Paying Agent to collect such payments in respect of the Notes. The Company will pay 
cash amounts in money of the United States that at the time of payment is legal tender for 
payment of public and private debts. However, the Company may make such cash 
payments by check or wire transfer payable in such money. Any payment required to be 
made on any day that is not a Business Day will be made on the next succeeding 
Business Day.  

  
3. Paying Agent, Conversion Agent and Registrar.  
  

Initially, the Agent will act as Paying Agent, Conversion Agent and Registrar. The 
Company may appoint and change any Paying Agent, Conversion Agent, Registrar or co-
registrar without notice, other than notice to the Agent, which shall initially be an office 
or agency of the Agent. The Company or any of its Subsidiaries or any of their Affiliates 
may act as Paying Agent, Conversion Agent, Registrar or co-registrar.  

  
4. The Notes  
  

The Notes are general unsecured subordinated obligations of the Company limited to 
US$2,000,000 (Two million dollars) aggregate principal amount plus any additional 
accrued interest on these Notes. The Company may incur other Indebtedness, secured or 
unsecured.  

  



5. Optional Redemption.  
  

This Note is not redeemable prior to June 17, 2016. On and after June 17, 2016, the 
Company may at its option, redeem the Notes in whole or in part at any time or in part 
from time to time, in cash. If the Company redeems the Notes at its option, the Notes will 
be redeemed at a redemption price equal to 100% (One hundred percent) of the principal 
amount (the “Redemption Price”), plus accrued and unpaid interest, if any, to (but not 
including) the Redemption Date. If a Redemption Date is after a Regular Record Date but 
on or prior to the corresponding Interest Payment Date, the accrued and unpaid interest 
becoming due on such date shall be payable to the Holders of such Notes, or one or more 
predecessor Notes, registered as such on the relevant Regular Record Date according to 
their terms, and the Redemption Price shall not include such interest payment. If fewer 
than all the Notes are to be redeemed, the Agent shall select the particular Notes to be 
redeemed from the outstanding Notes by lot or shall redeem each note proportionally.  

  
On and after the Redemption Date, interest ceases to accrue on Notes or portions of Notes 
called for redemption, unless the Company defaults in the payment of the Redemption 
Price and accrued and unpaid interest.  

  
30 (Thirty) days prior notice of redemption will be given by the Company to the Holders 
at their registered address of record.  

  
No sinking fund is provided for the Notes.  

   
 6. Conversion.  
  

Except as set forth in the next sentence, a Holder of a Note may convert such Note (or 
any portion thereof equal to US$1,000 or any integral multiple of US$1,000 in excess 
thereof) into Common Stock at any time at the Conversion Rate then in effect. If such 
Note is called for redemption, such conversion right shall terminate at the close of 
business on the second Business Day prior to the Redemption Date for such Note (unless 
the Company shall default in making the redemption payment when due, in which case 
the conversion right shall terminate at the close of business on the date such default is 
cured and such Note is redeemed).  

  
The number of shares of Common Stock issuable upon conversion of a Note shall be 
determined by dividing the principal amount of the Note or portion thereof surrendered 
for conversion by US$1,000, and then multiplying the quotient by the Conversion Rate in 
effect on the Conversion Date. The “Conversion Rate” is based on the average trading 
price as reported for the 5 (Five) trading days preceding the date of conversion.   The 
Company shall pay cash adjustment in lieu of any fractional share of Common Stock.  

  
 
 
 
 



To convert a Certificated Note, a Holder must (1) complete and manually sign a 
conversion notice in the form of Exhibit A hereto (or complete and manually sign a 
facsimile of such notice) and deliver such notice to the Conversion Agent, (2) surrender 
the Note to the Conversion Agent, (3) furnish appropriate endorsements and transfer 
documents if required by the Conversion Agent, the Company or the Agent and (4) pay 
any transfer or similar tax, if required.  

 
7. Adjustment of Conversion Rate  
  

  The Conversion Rate shall be subject to adjustments, calculated by the Company, from 
time to time as follows:  

  
(a)  In case the Company shall hereafter pay a dividend or make a distribution to all 

holders of the outstanding Common Stock in shares of Common Stock, the 
Conversion Rate in effect at the opening of business on the date following the 
date fixed for the determination of stockholders entitled to receive such dividend 
or other distribution shall be increased by multiplying such Conversion Rate by a 
fraction:  

  
(1)  the numerator of which shall be the sum of the number of shares of 

Common Stock outstanding at the close of business on the Record Date 
fixed for such determination and the total number of shares constituting 
such dividend or other distribution, and  

  
(2)  The denominator of which shall be the sum of such number of shares.  

  
Such increase shall become effective immediately after the opening of business on the 
day following the Record Date. If any dividend or distribution of the type described in 
this paragraph 7(a) is declared but not so paid or made, the Conversion Rate shall again 
be adjusted to the Conversion Rate which would then be in effect if such dividend or 
distribution had not been declared.  

  
(b)  In case the outstanding shares of Common Stock shall be subdivided into a 

greater number of shares of Common Stock (commonly referred to as a “forward 
split”), the Conversion Rate in effect at the opening of business on the day 
following the day upon which such subdivision becomes effective shall be 
proportionately increased, and in case outstanding shares of Common Stock shall 
be combined into a smaller number of shares of Common Stock (commonly 
referred to as a “reverse split”), the Conversion Rate in effect at the opening of 
business on the day following the day upon which such combination becomes 
effective shall be reduced, in each such case, by multiplying such Conversion 
Rate by a fraction, the numerator of which shall be the number of shares of 
Common Stock outstanding immediately after giving effect to such subdivision or 
combination and the denominator of which shall be the number of shares of 
Common Stock outstanding immediately prior to such subdivision or 
combination. Such reduction or increase, as the case may be, to become effective 



immediately after the opening of business on the day following the day upon 
which such subdivision or combination becomes effective.  

 
(c) In case the Company shall issue rights or warrants to all holders of its outstanding 

shares of Common Stock entitling them (for a period of not more than 60 days) to 
subscribe for or purchase shares of Common Stock (or securities convertible into 
Common Stock) at a price per share (or having a Conversion Price per share) less 
than the Current Market Price on the Record Date fixed for the determination of 
stockholders entitled to receive such rights or warrants, the Conversion Rate shall 
be adjusted so that the same shall equal the price determined by multiplying the 
Conversion Rate in effect at the opening of business on the date after such Record 
Date by a fraction:  

  
(1)  the numerator of which shall be the number of shares of Common Stock 

outstanding on the close of business on the Record Date plus the total 
number of additional shares of Common Stock so offered for subscription 
or purchase (or into which the convertible securities so offered are 
convertible), and  

  
(2)  the denominator of which shall be the number of shares of Common Stock 

outstanding at the close of business on the Record Date plus the number of 
shares which the aggregate offering price of the total number of shares so 
offered for subscription or purchase (or the aggregate Conversion Price of 
the convertible securities so offered) would purchase at such Current 
Market Price.  

  
Such adjustment shall become effective immediately after the opening of business 
on the day following the Record Date fixed for determination of stockholders 
entitled to receive such rights or warrants. To the extent that shares of Common 
Stock (or securities convertible into Common Stock) are not delivered pursuant to 
such rights or warrants, upon the expiration or termination of such rights or 
warrants the Conversion Rate shall be readjusted to the Conversion Rate which 
would then be in effect had the adjustments made upon the issuance of such rights 
or warrants been made on the basis of the delivery of only the number of shares of 
Common Stock (or securities convertible into Common Stock) actually delivered. 
In the event that such rights or warrants are not so issued, the Conversion Rate 
shall again be adjusted to be the Conversion Rate which would then be in effect if 
such date fixed for the determination of stockholders entitled to receive such 
rights or warrants had not been fixed. In determining whether any rights or 
warrants entitle the holders to subscribe for or purchase shares of Common Stock 
at less than such Current Market Price, and in determining the aggregate offering 
price of such shares of Common Stock, there shall be taken into account any 
consideration received for such rights or warrants, the value of such consideration 
if other than cash, to be determined by the Board of Directors.  

  



(d)  In case the Company shall, by dividend or otherwise, distribute to all holders of 
its Common Stock shares of any class of capital stock of the Company (other than 
any dividends or distributions to which paragraph 7(a) applies) or evidences of its 
indebtedness or other assets, including securities, but excluding (1) any rights or 
warrants referred to in paragraph 7(c) and (3) dividends and distributions paid 
exclusively in cash referred to in paragraph 7(e) (the securities described in 
foregoing clauses (1)and (2) hereinafter in this paragraph 7(d) called the 
“excluded securities”), then, in each such case, subject to the second succeeding 
paragraph of this paragraph 7(d), the Conversion Rate shall be adjusted so that the 
same shall be equal to the price determined by multiplying the Conversion Rate in 
effect immediately prior to the close of business on the Record Date with respect 
to such distribution by a fraction:  

  
(1)  The numerator of which shall be such Current Market Price, and  

  
(2)  The denominator of which shall be the Current Market Price on such date, 

less the fair market value (as determined by the Board of Directors, whose 
determination shall be conclusive and set forth in a Board Resolution) on  

  

 
Such date of the portion of the securities or other assets so distributed (other than excluded
securities) applicable to one share of Common Stock (determined on the basis of the number
of shares of the Common Stock outstanding on the Record Date).  

  
Such increase shall become effective immediately prior to the opening of business on the 
day following the Record Date. However, in the event that the then fair market value (as 
so determined) of the portion of the securities so distributed (other than excluded 
securities) applicable to one share of Common Stock is equal to or greater than the 
Current Market Price on the Record Date, in lieu of the foregoing adjustment, adequate 
provision shall be made so that each Holder shall have the right to receive upon 
conversion of a Note (or any portion thereof) the amount of securities so distributed 
(other than excluded securities) such Holder would have received had such Holder 
converted such Note (or portion thereof) immediately prior to such Record Date. In the 
event that such dividend or distribution is not so paid or made, the Conversion Rate shall 
again be adjusted to be the Conversion Rate which would then be in effect if such 
dividend or distribution had not been declared.  

  
If the Board of Directors determines the fair market value of any distribution for purposes 
of this paragraph 7(d) by reference to the actual or when issued trading market for any 
securities comprising all or part of such distribution (other than excluded securities), it 
must in doing so consider the prices in such market over the same period (the “Reference 
Period”) used in computing the Current Market Price pursuant to paragraph 7(g) to the 
extent possible, unless the Board of Directors in a Board Resolution determines in good 
faith that determining the fair market value during the Reference Period would not be in 
the best interests of the Holder.  

  



For purposes of this paragraph 7(d) and paragraphs 7(a), 7(b) and 7(c), any dividend or 
distribution to which this paragraph 7(d) is applicable that also includes shares of 
Common Stock, a subdivision or combination of Common Stock to which paragraph 7(b) 
applies, or rights or warrants to subscribe for or purchase shares of Common Stock (or 
securities convertible into Common Stock) to which paragraph 7(c) applies (or any 
combination thereof), shall be deemed instead to be:  

  
(1)  a dividend or distribution of the evidences of indebtedness, assets, shares 

of capital stock, rights or warrants other than such shares of Common 
Stock, such subdivision or combination or such rights or warrants to which 
paragraphs 7(a), 7(b) and7(c) apply, respectively (and any Conversion 
Rate increase required by this paragraph 7(d) with respect to such 
dividend or distribution shall then be made), immediately followed by  

  
(2)  a dividend or distribution of such shares of Common Stock, such 

subdivision or combination or such rights or warrants (and any further 
Conversion Rate increase required by paragraphs 7(a), 7(b) and 7(c) with 
respect to such dividend or distribution shall then be made), except:  

  
(A)  the Record Date of such dividend or distribution shall be substituted as (x) 

“the date fixed for the determination of stockholders entitled to receive 
such dividend or other distribution”, “Record Date fixed for such 
determinations” and “Record Date” within the meaning of paragraph 7(a), 
(y) “the day upon which such subdivision becomes effective” and “the day 
upon which such combination becomes effective” within the meaning of 
paragraph 7(b), and (z) as “the date fixed for the determination of 
stockholders entitled to receive such rights or warrants”, “the Record Date 
fixed for the determination of the stockholders entitled to receive such 
rights or warrants” and such “Record Date” within the meaning of 
paragraph 7(c), and  

  
(B)  any shares of Common Stock included in such dividend or distribution 

shall not be deemed “outstanding at the close of business on the date fixed 
for such determination” within the meaning of paragraph 7(a) and any 
increase or reduction in the number of shares of Common Stock resulting 
from such subdivision or combination shall be disregarded in connection 
with such dividend or distribution.  

  
(e)  In case the Company shall, by dividend or otherwise, distribute to all holders of 

its Common Stock, cash (excluding any cash that is distributed as part of a 
distribution referred to in paragraph 7(d) hereof), then and in each such case, 
immediately after the close of business on such date, the Conversion Rate shall be 
increased so that the same shall equal the price determined by multiplying the 
Conversion Rate in effect immediately prior to the close of business on such 
Record Date by a fraction:  

  



(i)  The numerator of which shall be equal to the Current Market Price on 
such Record Date, and  

 (ii) the denominator of which shall be equal to the Current Market Price on 
the Record Date less an amount equal to the quotient of (x) the aggregate 
amount of the cash distributed and (y) the number of shares of Common 
Stock outstanding on the Record Date.  

  
In the event that such dividend or distribution is not so paid or made, the 
Conversion Rate shall again be adjusted to be the Conversion Rate which would 
then be in effect if such dividend or distribution had not been declared.  

  
(f)  In case the Company or any of its Subsidiaries pays holders of the Common Stock 

in respect of a tender offer or exchange offer, other than an odd-lot offer, by the 
Company or any of its Subsidiaries for shares of Common Stock to the extent that 
the cash and fair market value of any other consideration included in the payment 
per share of Common Stock exceeds the Sale Price per share of Common Stock 
on the Trading Day next succeeding the last date on which tenders or exchanges 
may be made pursuant to such tender offer or exchange offer (the “Expiration 
Time”), then, and in each such case, the Conversion Rate shall be adjusted so that 
the same shall equal the price determined by multiplying the Conversion Rate in 
effect immediately prior to close of business on the date of the Expiration Time 
by a fraction:  

  
(1)  the numerator of which shall be the sum of (x) the fair market value 

(determined as aforesaid) of the aggregate consideration payable to 
stockholders based on the acceptance (up to any maximum specified in the 
terms of the tender offer or exchange offer) of all shares validly tendered 
or exchanged and not withdrawn as of the Expiration Time (the shares 
deemed so accepted, up to any such maximum, being referred to as the 
“Purchased Shares”) and (y) the product of the number of shares of 
Common Stock outstanding (less any Purchased Shares) at the Expiration 
Time and the Sale Price of the Common Stock on the Trading Day next 
succeeding the Expiration Time, and  

  
(2)  the denominator of which shall be the number of shares of Common Stock 

outstanding (including any tendered or exchanged shares) at the 
Expiration Time multiplied by the Sale Price of the Common Stock on the 
Trading Day next succeeding the Expiration Time.  

  
Such increase (if any) shall become effective immediately prior to the opening of 
business on the day following the Expiration Time. In the event that the Company 
is obligated to purchase shares pursuant to any such tender offer or exchange 
offer, but the Company is permanently prevented by applicable law from effecting 
any such purchases or all such purchases are rescinded, the Conversion Rate shall 
again be adjusted to be the Conversion Rate which would then be in effect if such 
tender offer or exchange offer had not been made. If the application of this 



paragraph 7(f) to any tender offer or exchange offer would result in an increase in 
the Conversion Rate, no adjustment shall be made for such tender offer or 
exchange offer under this paragraph 7(f).  
 

 (g)  For purposes of this paragraph 7, the following terms shall have the 
meanings indicated:  

  
“Current Market Price” shall mean the average of the daily Sale Prices per share 
of Common Stock for the 5 (Five) consecutive Trading Days ending not later than 
the earlier of the date immediately prior to the date in question and the day before 
the “ex” date with respect to the issuance, distribution, subdivision or 
combination requiring such computation. If another issuance, distribution, 
subdivision or combination to which paragraph 7 applies occurs during the period 
applicable for calculating “Current Market Price” pursuant to the preceding 
definition, then “Current Market Price” shall be appropriately adjusted to reflect 
the impact of such issuance, distribution, subdivision or combination on the Sale 
Price of the Common Stock during such period. For purposes of this paragraph, 
the term “ex” date, when used:  

  
(A)  With respect to any issuance or distribution, means the first date on 

which the Common Stock trades regular way on the relevant 
exchange or in the relevant market from which the Sale Price was 
obtained without the right to receive such issuance or distribution;  

  
(B)  with respect to any subdivision or combination of shares of 

Common Stock, means the first date on which the Common Stock 
trades regular way on such exchange or in such market after the 
time at which such subdivision or combination becomes effective, 
and  

  
(C)  with respect to any tender or exchange offer, means the first date 

on which the Common Stock trades regular way on such exchange 
or in such market after the Expiration Time of such offer.  

  
Notwithstanding the foregoing, whenever successive adjustments to the 
Conversion Rate are called for pursuant to this paragraph 7, such adjustments 
shall be made to the Current Market Price as may be necessary or appropriate to 
effectuate the intent of this paragraph 7 and to avoid unjust or inequitable results 
as determined in good faith by the Board of Directors.  

  
(2)  “Fair market value” shall mean the amount which a willing buyer would 

pay a willing seller in an arm’s length transaction.  
  
 
 
 



(3)  “Record Date” shall mean for purposes of this paragraph 7, with respect to 
any dividend, distribution or other transaction or event in which the 
holders of Common Stock have the right to receive any cash, securities or 
other property or in which the Common Stock (or other applicable 
security) is exchanged for or converted into any combination of cash, 
securities or other property, the date fixed for determination of 
stockholders entitled to receive such cash, securities or other property 
(whether such date is fixed by the Board of Directors or by statute, 
contract or otherwise).  

  
(h)  The Company may make such increases in the Conversion Rate, in addition to 

those required by paragraph 7(a), (b), (c), (d), (e) or (f), as the Board of Directors 
considers to be advisable to avoid or diminish any income tax to holders of 
Common Stock or rights to purchase Common Stock resulting from any dividend 
or distribution of stock (or rights to acquire stock) or from any event treated as 
such for income tax purposes.  

  
To the extent permitted by applicable law, the Company from time to time may increase 
the Conversion Rate by any amount for any period of time if the period is at least 20 
(Twenty) days and the increase is irrevocable during the period and the Board of 
Directors determines in good faith that such increase would be in the best interests of the 
Company, which determination shall be conclusive and set forth in a Board Resolution. 
Whenever the Conversion Rate is increased pursuant to the preceding sentence, the 
Company shall mail to the Agent and each Holder at the address of such Holder as it 
appears in the Register a notice of the increase at least 15 (Fifteen) days prior to the date 
the increased Conversion Rate takes effect, and such notice shall state the increased 
Conversion Rate and the period during which it will be in effect.  

  
(i)  No adjustment in the Conversion Rate shall be required unless such adjustment 

would require an increase or decrease of at least 1% (One percent) in the 
Conversion Price then in effect; provided, however, that any adjustments which 
by reason of this paragraph 7(i) are not required to be made shall be carried 
forward and taken into account in any subsequent adjustment. In the event that, on 
the date that is five Business Days prior to the maturity of the Notes (whether at 
Stated Maturity or otherwise), an adjustment has been carried forward pursuant to 
the preceding sentence but has not yet been taken into account in an adjustment to 
the Conversion Rate and notwithstanding the first sentence of this paragraph (i), 
an adjustment to the Conversion Rate will be made on such date in accordance 
with the relevant paragraph of this paragraph 7. All calculations under this Article 
10 shall be made by the Company and shall be made to the nearest cent or to the 
nearest one hundredth of a share, as the case may be. No adjustment need be 
made for a change in the par value or no par value of the Common Stock. No 
adjustment in the Conversion Rate shall be required if the Holders participate in 
the transactions that would otherwise lead to an adjustment in the Conversion 
Rate pursuant to this paragraph 7.  

  



(j)  In any case in which this paragraph 7 provides that an adjustment shall become 
effective immediately after a Record Date for an event, the Company may defer 
until the occurrence of such event (i) issuing to the Holder of any Note converted 
after such Record Date and before the occurrence of such event the additional 
shares of Common Stock issuable upon such conversion by reason of the 
adjustment required by such event over and above the Common Stock issuable 
upon such conversion before giving effect to such adjustment and (ii) paying to 
such Holder any amount in cash in lieu of any fraction.  

  
(k)  For purposes of this paragraph 7, the number of shares of Common Stock at any 

time outstanding shall not include shares held in the treasury of the Company but 
shall include shares issuable in respect of scrip certificates issued in lieu of 
fractions of shares of Common Stock. The Company will not pay any dividend or 
make any distribution on shares of Common Stock held in the treasury of the 
Company.  

  
(l)  Whenever the Conversion Rate is adjusted as herein provided (other than in the 

case of an adjustment pursuant to the second paragraph of paragraph 7(h) for 
which the notice required by such paragraph has been provided), the Company 
shall promptly file with the Agent and any Conversion Agent other than the Agent 
an Officers’ Certificate setting forth the adjusted Conversion Rate and showing in 
reasonable detail the facts upon which such adjustment is based. Promptly after 
delivery of such Officers’ Certificate, the Company shall prepare a notice stating 
that the Conversion Rate has been adjusted and setting forth the adjusted 
Conversion Rate and the date on which each adjustment becomes effective, and 
shall mail, or cause the Agent to mail, at the Company’s expense, such notice to 
each Holder at the address of such Holder as it appears in the Register within 20 
(twenty) days of the effective date of such adjustment. Failure to deliver such 
notice shall not affect the legality or validity of any such adjustment.  

   
8. Denominations; Assignment; Transfer; Exchange.  
  

The Notes are in fully registered form, without coupons, in denominations of US$1,000 
of principal amount and whole multiples of US$1,000. The Registrar may require a 
Holder, in order to assign, transfer or exchange Notes, among other things, to furnish 
appropriate endorsements and assignment or transfer documents (in the form of Exhibit B 
or Exhibit C attached hereto, as applicable) and to pay any taxes and fees required by 
law. The Registrar need not transfer or exchange any Notes selected for redemption 
(except, in the case of a Note to be redeemed in part, the portion of the Note not to be 
redeemed) or any Notes for a period of 15 (Fifteen) days before the mailing of a notice of 
redemption of Notes to be redeemed.  

  
9. Persons Deemed Owners.  
  

The registered Holder of this Note shall be treated as the owner of this Note for all 
purposes.  



 10. Unclaimed Money or Notes.  
  
  The Agent and the Paying Agent shall return to the Company upon written request any 

money, Notes or shares of Common Stock held by them for the payment of any amount 
with respect to the Notes that remains unclaimed for two years, subject to applicable 
unclaimed property law. After such return to the Company, Holders entitled to the money 
or Notes must look to the Company for payment as general creditors unless an applicable 
abandoned property law designates another person.  

  
11. Amendment; Waiver.  
  

Except as set forth below, (i) this Note may be amended with the written consent of the 
Holders of not less than a majority in aggregate principal amount of the Notes at the time 
outstanding and (ii) certain Defaults may be waived with the written consent of the 
Holders of not less than a majority in aggregate principal amount of the Notes at the time 
outstanding. Without the consent of any Holder, the Company and the Agent may amend 
the Notes to, among other things, cure any ambiguity, omission, defect or inconsistency, 
to provide for uncertificated Notes in addition to or in place of certificated Notes or to 
make any change that does not adversely affect the rights of any Holder. The foregoing 
notwithstanding, without the consent of the Holder of this Note, no amendment may be 
made reducing the principal or the Interest Rate of this Note or extending the Stated 
Maturity of this Note. 

  
12. Defaults and Remedies.  
  

Events of Default include (1) the Company fails to pay when due the principal of any of 
the Notes at Stated Maturity, upon redemption or otherwise; (2) the Company fails to pay 
an installment of interest on any of the Notes that continues for 30 (Thirty) days after the 
date when due; (3) the Company fails to deliver shares of Common Stock, together with 
cash in lieu of fractional shares, when such Common Stock or cash in lieu of fractional 
shares is required to be delivered upon conversion of a Note and such failure continues 
for 10 days after written notice of default is given to the Company by the Agent or to the 
Company and the Agent by the Holder of such Note; (4) the Company fails to perform or 
observe any other term, covenant or agreement contained in the Notes for a period of 60 
(Sixty) days after written notice of such failure, requiring the Company to remedy the 
same, shall have been given to the Company by the Agent or to the Company and the 
Agent by the Holders of at least 50% (Fifty percent) in aggregate principal amount of the 
Notes then outstanding (a “Notice of Default”); (5) in the event of bankruptcy, insolvency 
or reorganization with respect to the Company or any Significant Subsidiary and (6) the 
Company’s filing of, or any Significant Subsidiaries’ filing of, a voluntary petition 
seeking liquidation, reorganization arrangement, readjustment of debts or for any other 
relief under the federal bankruptcy code.  If an Event of Default (other than an Event of 
Default specified in clause (5) or (6) of this paragraph 12) occurs and is continuing, the 
Agent, or the Holders of at least 50% (Fifty percent) in aggregate principal amount of the 
Notes at the time outstanding, may declare all the Notes to be due and payable 
immediately. An Event of Default under clause (5) or (6) of this paragraph 12 will result 



in the Notes becoming due and payable immediately upon the occurrence of such Events 
of Default.  

  
Holders may not enforce this Note, except with the approval of Holders of a majority in 
aggregate principle amount of the Notes. The Agent may refuse to enforce the Notes 
unless it receives reasonable indemnity or security.  

  
13. Subordination.  
  

The payment of principal of and interest on the Notes will be subordinated in right of 
payment to the prior payment in full in cash or cash equivalents (or otherwise to the 
extent Holders accept satisfaction of amounts due by settlement in other than cash or cash 
equivalents) of all Senior Indebtedness whether outstanding on the date of this Note or 
thereafter incurred.  

  
14. Agent Dealings with the Company.  
  

The Agent, in its individual or any other capacity, may become the owner or pledgee of 
Notes and may otherwise deal with and collect obligations owed to it by the Company or 
its Affiliates and may otherwise deal with the Company or its Affiliates with the same 
rights it would have if it were not Agent.  

 
   
15. No Recourse Against Others.  
  

A director, officer, employee or stockholder, as such, of the Company shall not have any 
liability for any obligations of the Company under the Notes or for any claim based on, in 
respect of or by reason of such obligations or their creation. By accepting a Note, each 
Holder waives and releases all such liability. The waiver and release are part of the 
consideration for the issue of the Notes.  

   
16. Abbreviations.  
  

Customary abbreviations may be used in the name of a Holder or an assignee, such as 
TEN COM (=tenants in common), TEN ENT (=tenants by the entireties), JT TEN (=joint 
tenants with right of survivorship and not as tenants in common), CUST (=custodian), 
and U/G/M/A (=Uniform Gift to Minors Act).  

  
17. GOVERNING LAW.  
  

THIS NOTE WILL BE GOVERNED BY, AND CONSTRUED IN ACCORDANCE 
WITH THE LAWS OF THE STATE OF NEVADA.  

  
 

  



Exhibit A 
 

CONVERSION NOTICE 
  
To convert this Note into Common Stock of the Company, check the box:  
  
To convert only part of this Note, state the principal amount to be converted (which must be 
US$1,000 or an integral multiple of US$1,000):  
  
US$                                               
  
If you want the stock certificate made out in another person’s name, fill in the form below:  
  
 
 
  

 
  

 
(Insert other person’s social sec. or tax ID no.) 

 
  

 
  

 
  

 
  

 
  

(Print or type other person’s name, address and zip code)  
  
� If you want the stock certificate made out in another person’s name, you are required to

complete and deliver to the Conversion Agent a duly completed Transfer Certificate which is
in the form of Exhibit B to this Note.  

 



EXHIBIT B 
 

ASSIGNMENT FORM 
  

For value received                                          hereby sell(s), assign(s), and transfer(s) 
unto                                               (Please insert social security or other Taxpayer Identification 
Number of assignee) the within Note, and hereby irrevocably constitutes and 
appoints                                               attorney to transfer the said Note on the books of the 
Company, with full power of substitution in the premises.  
  

In connection with the transfer of this Note, the undersigned registered owner of this Note 
hereby certifies with respect to US$                                              principal amount of this Note 
presented or surrendered on the date hereof (the “Surrendered Note”) for registration of transfer, 
or for exchange where the Notes issuable upon such transfer or exchange are to be registered in a 
name other than that of the undersigned registered owner (each such transaction being a 
“transfer”), that such transfer complies with the restrictive legend set forth on the face of the 
Surrendered Note for the reason checked below:  
  
  � A transfer of the Surrendered Note is made to the Company; or  
  

  
� The transfer of the Surrendered Note complies with Rule 144A under the U.S. Securities

Act of 1933, as amended (the “Securities Act”); or  
  

  
� The transfer of the Surrendered Note complies with Rule 501(a)(1), (2), (3) or (7) of Rule

501 under the Securities Act; or  
  

  
� The transfer of the Surrendered Note is pursuant to an effective registration statement

under the Securities Act, or  
  

  
� The transfer of the Surrendered Note is pursuant to another available exemption from the

registration requirement of the Securities Act,  
  

and unless the box below is checked, the undersigned confirms that, to the undersigned’s 
knowledge, the Surrendered Note is not being transferred to an “affiliate” of the Company 
as defined in Rule 144 under the Securities Act (an “Affiliate”).  

  
  � The transferee is an Affiliate of the Company.  
  
      
Dated:           
       
             
             
         
  

  
  

     
Signature(s) 
  



Signature(s) must be guaranteed by an 
“eligible guarantor institution” meeting 
the requirements of the Registrar, which 
requirements include membership or 
participation in the Security Transfer 
Agent Medallion Program (“STAMP”) or 
such other “signature guarantee program” 
as may be determined by the Notes 
registrar in addition to, or in substitution 
for, STAMP, all in accordance with the 
Securities Exchange Act of 1934, as 
amended. 

  
  



Exhibit C 
 

Transfer Certificate 
  

In connection with any transfer (or exchange or conversion as provided below) of any of the 
Notes, the undersigned registered owner of this Note hereby certifies with respect to 
US$                             principal amount of the above-captioned Notes presented or surrendered 
on the date hereof (the “Surrendered Notes”) for registration of transfer, or for exchange or 
conversion where the Notes or Common Stock issuable upon such exchange or conversion, as 
the case may be, are to be registered in a name other than that of the undersigned registered 
owner (each such transaction being a “transfer”), that such transfer complies with the restrictive 
legend set forth on the face of the Surrendered Notes for the reason checked below:  
  
  � A transfer of the Surrendered Notes is made to the Company or any Subsidiaries; or  
  

  
� The transfer of the Surrendered Notes complies with Rule 144A under the U.S. Securities

Act of 1933, as amended (the “Securities Act”); or  
  

  
� The transfer of the Surrendered Note complies with Rule 501(a)(1), (2), (3) or (7) of Rule 

501 under the Securities Act; or  
  

  
� The transfer of the Surrendered Notes is pursuant to an effective registration statement

under the Securities Act, or  
  

  
� The transfer of the Surrendered Notes is pursuant to another available exemption from

the registration requirement of the Securities Act,  
  

and unless the box below is checked, the undersigned confirms that, to the undersigned’s 
knowledge, such Notes are not being transferred to an “affiliate” of the Company as defined 
in Rule 144 under the Securities Act (an “Affiliate”).  

  
  � The transferee is an Affiliate of the Company.  
  
DATE:                                                                
  

 
  
 
  

Signature(s) 
  
(If the registered owner is a corporation, partnership or fiduciary, the title of the Person signing 
on behalf of such registered owner must be stated.)  
  
  



Exhibit D 
 

Definitions 
  

“Affiliate” of any specified person means any other person directly or indirectly 
controlling or controlled by or under direct or indirect common control with such 
specified person. For purposes of this definition, “control” when used with respect to any 
specified person means the power to direct or cause the direction of the management and 
policies of such person, directly or indirectly, whether through the ownership of voting 
securities, by contract or otherwise; and the terms “controlling” and “controlled” have 
meanings correlative to the foregoing.  

 
“Agent” means the Company until a successor replaces it as agent with respect to the 
Notes and, thereafter, shall mean such successor. The foregoing sentence shall likewise 
apply to any subsequent such successor or successors.  

  
“Board of Directors” means either the board of directors of the Company or any duly 
authorized committee of such board.  

  
“Board Resolution” means a resolution duly adopted by the Board of Directors, a copy of 
which, certified by the Secretary or an Assistant Secretary of the Company to be in full 
force and effect on the date of such certification, shall have been delivered to the Agent.  

  
“Business Day” means each day of the year other than a Saturday or a Sunday on which 
banking institutions are not required or authorized to close in The City of New York.  

  
“Capital Stock” of any corporation means any and all shares, interests, rights to purchase, 
warrants, options, participations or other equivalents of or interests in (however 
designated) stock or other equity issued by that corporation.  

  
“Common Stock” means the Common Stock, par value US$0.00001 per share, of the 
Company as it exists on the date of this Note. Shares issuable on conversion of Notes 
shall include only shares of Common Stock or shares of any class or classes of common 
stock resulting from any reclassification or reclassifications thereof; provided, however, 
that if at any time there shall be more than one such of each such class then so issuable 
shall be substantially in the proportion which the total number of shares of such class 
resulting from all such reclassifications bears to the total number of shares of all such 
classes resulting from all such reclassifications.  

  
“Common stock” means any stock of any class of Capital Stock which has no preference 
in respect of dividends or of amounts payable in the event of any voluntary or involuntary 
liquidation, dissolution or winding up of the issuer.  

  
 
 



“Company” means the party named as the “Company” in the first paragraph of this Note 
until a successor replaces it pursuant to the applicable provisions of this Note, and, 
thereafter, “Company” shall mean such successor. The foregoing sentence shall likewise 
apply to any subsequent such successor or successors.  

   
“Conversion Agent” means any person authorized by the Company to convert Notes in 
accordance with Article 10 hereof. On the date of this Note, the Company hereby 
appoints the Agent as the Conversion Agent.  

  
“Conversion Price” means US$1,000 divided by the applicable Conversion Rate.  

  
“Conversion Value” for the Notes is equal to the product of (i) the Sale Price per share of 
the Common Stock on a given day and (ii) the then current Conversion Rate.   

   
“Default” means any event which is, or after notice or passage of time or both would be, 
an Event of Default.  

   
“Dollar” or “U.S.$” means a dollar or other equivalent unit in such coin or currency of 
the United States as at the time shall be legal tender for the payment of public and private 
debts.  

  
“GAAP” means United States generally accepted accounting principles as in effect from 
time to time.  

  
“Holder” means a person in whose name a Note is registered on the Registrar’s books.  

  
“Indebtedness” means, with respect to any person, without duplication:  

  
(1)  all obligations and other liabilities, contingent or otherwise, of such person 

for borrowed money (including overdrafts) to the extent such obligations 
and other liabilities would appear as a liability upon the consolidated 
balance sheet of such a person in accordance with GAAP or for the 
deferred purchase price of property or services, excluding any trade 
payables and other accrued current liabilities incurred in the ordinary 
course of business, but including, without limitation, all obligations, 
contingent or otherwise, of such person in connection with any letters of 
credit and acceptances issued under letter of credit facilities, acceptance 
facilities or other similar facilities;  

  
(2)  all obligations of such person evidenced by bonds, credit or loan 

agreements, notes, debentures or other similar instruments to the extent 
such obligations would appear as a liability upon the consolidated balance 
sheet of such a person in accordance with GAAP;  

  
 



(3)  indebtedness of such person created or arising under any conditional sale 
or other title retention agreement with respect to property acquired by such 
person (even if the rights and remedies of the seller or lender under such 
agreement in the event of default are limited to repossession or sale of 
such property), but excluding trade payables arising in the ordinary course 
of business;  

 
 (4)  All obligations and liabilities, contingent or otherwise, in respect of leases 

of the person required, in conformity with GAAP, to be accounted for as 
capitalized lease obligations on the consolidated balance sheet of the 
person;  

  
(5)  all net obligations of such person under or in respect of interest rate 

agreements, currency agreements or other swap, cap floor or collar 
agreements, hedge agreements, forward contracts or similar instruments or 
agreements or foreign currency, hedge, exchange or purchase or similar 
instruments or agreements;  

  
(6)  all indebtedness referred to in (but not excluded from) the preceding 

clauses (1) through (5) of other persons, the payment of which is secured 
by (or for which the holder of such indebtedness has an existing right, 
contingent or otherwise, to be secured by) any Lien on or with respect to 
property (including, without limitation, accounts and contract rights) 
owned by the referent person, even though such person has not assumed or 
become liable for the payment of such indebtedness (the amount of such 
obligation being deemed to be the lesser of the value of such property or 
asset or the amount of the obligation so secured);  

  
(7)  All guarantees by such person of indebtedness referred to in this definition 

or of any other person;  
  

(8)  All Redeemable Capital Stock of such person valued at the greater of its 
voluntary or involuntary maximum fixed purchase price plus accrued and 
unpaid dividends;  

  
(9)  the present value of the obligation of such person as lessee for net rental 

payments (excluding all amounts required to be paid on account of 
maintenance and repairs, insurance, taxes, assessments, water, utilities and 
similar charges to the extent included in such rental payments) during the 
remaining term of the lease included in any such sale and leaseback 
transaction including any period for which such lease has been extended 
or may, at the option of the lessor, be extended. Such present value shall 
be calculated using a discount rate equal to the rate of interest implicit in 
such transaction, determined in accordance with GAAP; and  

  



(10)  any and all refinancings, replacements, deferrals, renewals, extensions and 
refundings of or amendments, modifications or supplements to, any 
indebtedness, obligation or liability of the kind described in clauses (1) 
through (9) above.  

  
“Interest Payment Date” means the date specified in the Notes as the fixed date on which 
an installment of interest on the Notes is due and payable.  

  
“Interest Rate” means 10% (Ten percent) per annum.  

  
“Issue Date” of any Note means the date on which the Note was originally issued or 
deemed issued as set forth on the face of the Note.  

  
“Lien” means, with respect to any asset, any mortgage, lien, pledge, charge, security 
interest or encumbrance of any kind in respect of such asset given to secure Indebtedness, 
whether or not filed, recorded or otherwise perfected under applicable law (including any 
conditional sale or other title retention agreement, any lease in the nature thereof, any 
option or other agreement to sell or give a security interest in and any filing of or 
agreement to give any financing statement under the Uniform Commercial Code (or 
equivalent statutes) of any jurisdiction with respect to any such lien, pledge, charge or 
security interest).  

  
“Notes” mean the Company’s convertible Notes due May 3, 2011.  

  
“Officer” means the Chairman of the Board, the Vice Chairman, the Chief Executive 
Officer, the President, any Executive Vice President, any Senior Vice President, any Vice 
President, the Treasurer or the Secretary or any Assistant Treasurer or Assistant Secretary 
of the Company. 

 
“Officers’ Certificate” means a written certificate signed in the name of the Company by 
any one Officer, and delivered to the Agent 

 
“person” or “Person” means any individual, corporation, limited liability company, 
partnership, joint venture, association, joint-stock company, trust, unincorporated 
organization, or government or any agency or political subdivision thereof, including any 
subdivision or ongoing business of any such entity or substantially all of the assets of any 
such entity, subdivision or business.  

  
  “Principal” of a Note means the principal amount due on the Stated Maturity as set forth 

on the face of the Note.  
  
 
 
 
 



“Redeemable Capital Stock” means any class of the Company’s Capital Stock that, either 
by its terms, by the terms of any securities into which it is convertible or exchangeable or 
by contract or otherwise, is, or upon the happening of an event or passage of time would 
be, required to be redeemed (whether by sinking fund or otherwise) prior to the date that 
is 91 days after the Stated Maturity of the Notes or is redeemable at the option of the 
holder thereof at any time prior to such date.  Securities at any time prior to such date 
(unless it is convertible or exchangeable solely at the Company’s option).  

  
“Redemption Date” or “redemption date” means the date specified for redemption of the 
Notes in accordance with the terms of this Note.  

  
“Redemption Price” or “redemption price” shall have the meaning set forth in paragraph 
5 of this Note.  

  
“Regular Record Date” means, with respect to the interest payable on any Interest 
Payment Date, the close of business on the March 15 or September 15 (whether or not a 
Business Day), as the case may be, next preceding such Interest Payment Date.  

   
“Rule 144” means Rule 144 under the Securities Act (or any successor provision), as it 
may be amended from time to time.  

  
“Rule 144A” means Rule 144A under the Securities Act (or any successor provision), as 
it may be amended from time to time.  

  
“Sale Price” as of any date means the closing per share sale price (or if no closing sale 
price is reported, the average bid price and ask prices or, if more than one in either case, 
the average of the average bid and average ask prices) on such date on the Nasdaq 
National Market or such other principal United States securities exchange on which the 
Common Stock is traded or, if the Common Stock is not listed on a United States national 
or regional securities exchange, as reported by the National Association of Securities 
Dealers Automated Quotation System or by the National Quotation Bureau Incorporated. 
In the absence of a quotation, the Company will determine the sale price on the basis of 
such quotations as the Company considers appropriate.  

  
“SEC” means the Securities and Exchange Commission.  

  
“Securities Act” means the United States Securities Act of 1933 (or any successor 
statute), as amended from time to time.  

  
“Senior Indebtedness” means any Indebtedness of the Company, unless by the terms of 
the instrument creating or evidencing such Indebtedness, such Indebtedness is expressly 
designated equal or junior in right of payment to the Notes.  

  
Notwithstanding the foregoing, “Senior Indebtedness” shall not include:  

  
(a)  Indebtedness evidenced by the Notes;  



 (b) Indebtedness of the Company that by operation of law is subordinate to any 
general unsecured obligations of the Company;  

  
(c)  any liability for federal, state or local taxes or other taxes, owed by the Company.  

  
(d)  accounts payable or other liabilities owed or owing by the Company to trade 

creditors (including guarantees thereof or instruments evidencing such liabilities);  
  

(e)  amounts owed by the Company for compensation to employees or for services 
rendered to the Company;  

  
(f)  Indebtedness of the Company to any Subsidiary or any other Affiliate of the 

Company or any of such Affiliate’s Subsidiaries;  
  

(g)  Capital Stock of the Company, including Redeemable Capital Stock; and  
  

(h)  Indebtedness of the Company which, when incurred and without regard to any 
election under Section 1111(b) of Title 11 of the United States Code, is without 
recourse to the Company.  

  
“Significant Subsidiary” means any Subsidiary that would be, as of the date of the 
applicable action set forth in this Note, a “significant subsidiary” of the Company within 
the meaning of Rule 1-02(w) of Regulation S-X promulgated by the SEC.  

  
“Stated Maturity”, when used with respect to any Note, means the date specified in such 
Note as the fixed date on which the principal of such Note is due and payable.  

  
“Subsidiary” means, with respect to any Person, (i) a corporation, a majority of whose 
Capital Stock with voting power, under ordinary circumstances, to elect directors is, at 
the date of determination, directly or indirectly owned by such Person, by one or more 
Subsidiaries of such Person or by such Person and one or more Subsidiaries of such 
Person, (ii) a partnership in which such Person or a Subsidiary of such Person holds a 
majority interest in the equity capital or profits of such partnership, or (iii) any other 
entity (other than a corporation) in which such Person, a Subsidiary of such Person or 
such Person and one or more Subsidiaries of such Person, directly or indirectly, at the 
date of determination, has (x) at least a majority ownership interest or (y) the power to 
elect or direct the election of a majority of the directors or other governing body of such 
entity.  

  
  “Trading Day” means a day during which trading in securities generally occurs on the 

Nasdaq National Market or, if the Common Stock is not listed on a national or regional 
securities exchange, on the National Association of Securities Dealers Automated 
Quotation System, or, if the Common Stock is not quoted on the National Association of 
Securities Dealers Automated Quotation System, on the principal other market on which 
the Common Stock is then traded.  

  



  “United States” means the United States of America (including the States and the District 
of Columbia), its territories, its possessions and other areas subject to its jurisdiction (its 
“possessions” including Puerto Rico, the U.S. Virgin Islands, Guam, American Samoa, 
Wake Island and the Northern Mariana Islands).   

 
 
 
 
 
 
 
 
 
 
 



Convertible Note 
 

THE SECURITY EVIDENCED HEREBY HAS NOT BEEN REGISTERED UNDER 
THE U.S. SECURITIES ACT OF 1933, AS AMENDED (THE “SECURITIES ACT”). THE 
HOLDER HEREOF, BY PURCHASING THIS NOTE, AGREES FOR THE BENEFIT OF 
GNCC CAPITAL, INC. (THE “COMPANY”) THAT THIS NOTE MAY NOT BE RESOLD, 
PLEDGED OR OTHERWISE, OTHER THAN (1) TO THE COMPANY, (2) SO LONG AS 
THIS NOTE IS ELIGIBLE FOR RESALE PURSUANT TO RULE 144A UNDER THE 
SECURITIES ACT (“RULE 144A”), TO A PERSON WHOM THE SELLER REASONABLY 
BELIEVES IS A QUALIFIED INSTITUTIONAL BUYER WITHIN THE MEANING OF 
RULE 144A, PURCHASING FOR ITS OWN ACCOUNT OR FOR THE ACCOUNT OF A 
QUALIFIED INSTITUTIONAL BUYER TO WHOM NOTICE IS GIVEN THAT THE 
RESALE, PLEDGE OR OTHER TRANSFER IS BEING MADE IN RELIANCE ON RULE 
144A, (3) TO AN INSTITUTIONAL ACCREDITED INVESTOR” AS DEFINED IN RULE 
501 (A)(1), (2), (3) OR (7) OF RULE 501 UNDER THE SECURITIES ACT 
(“INSTITUTIONAL ACCREDITED INVESTOR”) THAT IS ACQUIRING THIS NOTE FOR 
INVESTMENT PURPOSES AND NOT FOR DISTRIBUTION, AND THAT, PRIOR TO 
SUCH TRANSFER, DELIVERS TO THE COMPANY AND THE AGENT A SIGNED 
LETTER CONTAINING CERTAIN REPRESENTATIONS AND AGREEMENTS RELATING 
TO THE RESTRICTIONS ON TRANSFER OF THE NOTE EVIDENCED HEREBY (THE 
FORM OF WHICH LETTER MAY BE OBTAINED FROM THE AGENT), (4) PURSUANT 
TO RULE 144 UNDER THE SECURITIES ACT, (5) PURSUANT TO ANOTHER 
AVAILABLE EXEMPTION FROM REGISTRATION UNDER THE SECURITIES ACT OR 
(6) PURSUANT TO AN EFFECTIVE REGISTRATION STATEMENT UNDER THE 
SECURITIES ACT, IN EACH CASE IN ACCORDANCE WITH ANY APPLICABLE 
SECURITIES LAWS OF ANY STATE OF THE UNITED STATES PRIOR TO A TRANSFER 
OF THIS NOTE (OTHER THAN A TRANSFER PURSUANT TO CLAUSE (6) ABOVE), 
THE HOLDER OF THIS NOTE MUST, PRIOR TO SUCH TRANSFER, FURNISH TO THE 
COMPANY AND THE TRANSFER AGENT SUCH CERTIFICATES AND OTHER 
INFORMATION AND LEGAL OPINIONS AS THEY MAY REASONABLY REQUIRE. THE 
HOLDER HEREOF, BY PURCHASING THIS NOTE, REPRESENTS AND AGREES FOR 
THE BENEFIT OF THE COMPANY THAT IT IS AN ACCREDITED INVESTOR OR A 
QUALIFIED INSTITUTIONAL BUYER AND THAT IT IS HOLDING THIS NOTE FOR 
INVESTMENT PURPOSES AND NOT FOR DISTRIBUTION. IN ANY CASE THE 
HOLDER HEREOF WILL NOT, DIRECTLY OR INDIRECTLY, ENGAGE IN ANY 
HEDGING TRANSACTION WITH REGARD TO THIS NOTE OR ANY COMMON STOCK 
ISSUABLE UPON CONVERSION OF THIS NOTE EXCEPT AS PERMITTED BY THE 
SECURITIES ACT. 
 

 
 
 
 
 
 
 



  

  
Issue Dat
  

GNC
AG or its
five hund
  

This
convertib
Conversi
  

Add
  
   
Dated: J
  
  

  

  

      
      
      
  
 

te: JUNE 17

CC CAPITA
s registered 
dred dollars)

s Note shal
ble into sha
ion Rate.  

ditional prov

JUNE 17, 20

6

7, 2013 

AL, INC., a
assigns, the 

) on June 17,

ll bear inter
ares of com

visions of thi

013 

 

GNCC C

6% Convert

a Delaware C
principal su

, 2016.  

rest as spec
mmon stock 

is Note are s

  
   
 

 

  

   
   
   

CAPITAL, I

tible Note du

Corporation 
um of US$45

cified in pa
as specifie

et forth on th

    
 GNCC CA
  

 

By

 

 
 

 
 

    
    Name
    Title:

INC.  

ue 2016    

promises to
50,500 (Fou

aragraph 1 
ed in paragr

he following

  
APITAL, IN

e:  RONAL
   EXECU

o pay to Str
ur hundred an

of this Not
raph 7 of t

g pages of th

NC. 

LD Y LOWE
UTIVE CHA

reetside Hol
nd fifty thou

te. This No
this Note a

his Note.  

 

ENTHAL 
AIRMAN 

dings 
usand 

ote is 
at the 



Capitalized terms used herein but not defined shall have the meanings assigned to them in 
Exhibit D attached hereto and incorporated by reference herein unless otherwise indicated.  
  
1. Cash Interest.  
  
  The Company promises to pay interest at the Interest Rate in cash on the principal 

amount of this Note. The Company will pay cash interest semiannually in arrears on June 
30 and December 31 of each year (each an “Interest Payment Date”), beginning on 
December 31, 2013, to Holders of record at the close of business on the preceding June 
15 and December 15 (whether or not a business day) (each a “Regular Record Date”), as 
the case may be, immediately preceding such Interest Payment Date. Cash interest on the 
Notes will accrue from the most recent date to which interest has been paid or duly 
provided or, if no interest has been paid, from the Issue Date. Cash interest will be 
computed on the basis of a 360-day year of twelve 30-day months. The Company shall 
pay cash interest on overdue principal at the rate borne by the Notes, and it shall pay 
interest in cash on overdue installments of cash interest at the same rate to the extent 
lawful. All such overdue cash interest shall be payable on demand. Upon conversion, 
accrued and unpaid interest shall be deemed paid in full rather than cancelled, 
extinguished or forfeited.  

  
2. Method of Payment.  
  

The Company will make payments in respect of the principal of, and cash interest on this 
Note and in respect of Redemption Prices, if any, to Holders who surrender Notes to a 
Paying Agent to collect such payments in respect of the Notes. The Company will pay 
cash amounts in money of the United States that at the time of payment is legal tender for 
payment of public and private debts. However, the Company may make such cash 
payments by check or wire transfer payable in such money. Any payment required to be 
made on any day that is not a Business Day will be made on the next succeeding 
Business Day.  

  
3. Paying Agent, Conversion Agent and Registrar.  
  

Initially, the Agent will act as Paying Agent, Conversion Agent and Registrar. The 
Company may appoint and change any Paying Agent, Conversion Agent, Registrar or co-
registrar without notice, other than notice to the Agent, which shall initially be an office 
or agency of the Agent. The Company or any of its Subsidiaries or any of their Affiliates 
may act as Paying Agent, Conversion Agent, Registrar or co-registrar.  

  
4. The Notes  
  

The Notes are general unsecured subordinated obligations of the Company limited to 
US$2,000,000 (Two million dollars) aggregate principal amount plus any additional 
accrued interest on these Notes. The Company may incur other Indebtedness, secured or 
unsecured.  

  



5. Optional Redemption.  
  

This Note is not redeemable prior to June 17, 2016. On and after June 17, 2016, the 
Company may at its option, redeem the Notes in whole or in part at any time or in part 
from time to time, in cash. If the Company redeems the Notes at its option, the Notes will 
be redeemed at a redemption price equal to 100% (One hundred percent) of the principal 
amount (the “Redemption Price”), plus accrued and unpaid interest, if any, to (but not 
including) the Redemption Date. If a Redemption Date is after a Regular Record Date but 
on or prior to the corresponding Interest Payment Date, the accrued and unpaid interest 
becoming due on such date shall be payable to the Holders of such Notes, or one or more 
predecessor Notes, registered as such on the relevant Regular Record Date according to 
their terms, and the Redemption Price shall not include such interest payment. If fewer 
than all the Notes are to be redeemed, the Agent shall select the particular Notes to be 
redeemed from the outstanding Notes by lot or shall redeem each note proportionally.  

  
On and after the Redemption Date, interest ceases to accrue on Notes or portions of Notes 
called for redemption, unless the Company defaults in the payment of the Redemption 
Price and accrued and unpaid interest.  

  
30 (Thirty) days prior notice of redemption will be given by the Company to the Holders 
at their registered address of record.  

  
No sinking fund is provided for the Notes.  

   
 6. Conversion.  
  

Except as set forth in the next sentence, a Holder of a Note may convert such Note (or 
any portion thereof equal to US$1,000 or any integral multiple of US$1,000 in excess 
thereof) into Common Stock at any time at the Conversion Rate then in effect. If such 
Note is called for redemption, such conversion right shall terminate at the close of 
business on the second Business Day prior to the Redemption Date for such Note (unless 
the Company shall default in making the redemption payment when due, in which case 
the conversion right shall terminate at the close of business on the date such default is 
cured and such Note is redeemed).  

  
The number of shares of Common Stock issuable upon conversion of a Note shall be 
determined by dividing the principal amount of the Note or portion thereof surrendered 
for conversion by US$1,000, and then multiplying the quotient by the Conversion Rate in 
effect on the Conversion Date. The “Conversion Rate” is based on the average trading 
price as reported for the 5 (Five) trading days preceding the date of conversion.   The 
Company shall pay cash adjustment in lieu of any fractional share of Common Stock.  

  
 
 
 
 



To convert a Certificated Note, a Holder must (1) complete and manually sign a 
conversion notice in the form of Exhibit A hereto (or complete and manually sign a 
facsimile of such notice) and deliver such notice to the Conversion Agent, (2) surrender 
the Note to the Conversion Agent, (3) furnish appropriate endorsements and transfer 
documents if required by the Conversion Agent, the Company or the Agent and (4) pay 
any transfer or similar tax, if required.  

 
7. Adjustment of Conversion Rate  
  

  The Conversion Rate shall be subject to adjustments, calculated by the Company, from 
time to time as follows:  

  
(a)  In case the Company shall hereafter pay a dividend or make a distribution to all 

holders of the outstanding Common Stock in shares of Common Stock, the 
Conversion Rate in effect at the opening of business on the date following the 
date fixed for the determination of stockholders entitled to receive such dividend 
or other distribution shall be increased by multiplying such Conversion Rate by a 
fraction:  

  
(1)  the numerator of which shall be the sum of the number of shares of 

Common Stock outstanding at the close of business on the Record Date 
fixed for such determination and the total number of shares constituting 
such dividend or other distribution, and  

  
(2)  The denominator of which shall be the sum of such number of shares.  

  
Such increase shall become effective immediately after the opening of business on the 
day following the Record Date. If any dividend or distribution of the type described in 
this paragraph 7(a) is declared but not so paid or made, the Conversion Rate shall again 
be adjusted to the Conversion Rate which would then be in effect if such dividend or 
distribution had not been declared.  

  
(b)  In case the outstanding shares of Common Stock shall be subdivided into a 

greater number of shares of Common Stock (commonly referred to as a “forward 
split”), the Conversion Rate in effect at the opening of business on the day 
following the day upon which such subdivision becomes effective shall be 
proportionately increased, and in case outstanding shares of Common Stock shall 
be combined into a smaller number of shares of Common Stock (commonly 
referred to as a “reverse split”), the Conversion Rate in effect at the opening of 
business on the day following the day upon which such combination becomes 
effective shall be reduced, in each such case, by multiplying such Conversion 
Rate by a fraction, the numerator of which shall be the number of shares of 
Common Stock outstanding immediately after giving effect to such subdivision or 
combination and the denominator of which shall be the number of shares of 
Common Stock outstanding immediately prior to such subdivision or 
combination. Such reduction or increase, as the case may be, to become effective 



immediately after the opening of business on the day following the day upon 
which such subdivision or combination becomes effective.  

 
(c) In case the Company shall issue rights or warrants to all holders of its outstanding 

shares of Common Stock entitling them (for a period of not more than 60 days) to 
subscribe for or purchase shares of Common Stock (or securities convertible into 
Common Stock) at a price per share (or having a Conversion Price per share) less 
than the Current Market Price on the Record Date fixed for the determination of 
stockholders entitled to receive such rights or warrants, the Conversion Rate shall 
be adjusted so that the same shall equal the price determined by multiplying the 
Conversion Rate in effect at the opening of business on the date after such Record 
Date by a fraction:  

  
(1)  the numerator of which shall be the number of shares of Common Stock 

outstanding on the close of business on the Record Date plus the total 
number of additional shares of Common Stock so offered for subscription 
or purchase (or into which the convertible securities so offered are 
convertible), and  

  
(2)  the denominator of which shall be the number of shares of Common Stock 

outstanding at the close of business on the Record Date plus the number of 
shares which the aggregate offering price of the total number of shares so 
offered for subscription or purchase (or the aggregate Conversion Price of 
the convertible securities so offered) would purchase at such Current 
Market Price.  

  
Such adjustment shall become effective immediately after the opening of business 
on the day following the Record Date fixed for determination of stockholders 
entitled to receive such rights or warrants. To the extent that shares of Common 
Stock (or securities convertible into Common Stock) are not delivered pursuant to 
such rights or warrants, upon the expiration or termination of such rights or 
warrants the Conversion Rate shall be readjusted to the Conversion Rate which 
would then be in effect had the adjustments made upon the issuance of such rights 
or warrants been made on the basis of the delivery of only the number of shares of 
Common Stock (or securities convertible into Common Stock) actually delivered. 
In the event that such rights or warrants are not so issued, the Conversion Rate 
shall again be adjusted to be the Conversion Rate which would then be in effect if 
such date fixed for the determination of stockholders entitled to receive such 
rights or warrants had not been fixed. In determining whether any rights or 
warrants entitle the holders to subscribe for or purchase shares of Common Stock 
at less than such Current Market Price, and in determining the aggregate offering 
price of such shares of Common Stock, there shall be taken into account any 
consideration received for such rights or warrants, the value of such consideration 
if other than cash, to be determined by the Board of Directors.  

  



(d)  In case the Company shall, by dividend or otherwise, distribute to all holders of 
its Common Stock shares of any class of capital stock of the Company (other than 
any dividends or distributions to which paragraph 7(a) applies) or evidences of its 
indebtedness or other assets, including securities, but excluding (1) any rights or 
warrants referred to in paragraph 7(c) and (3) dividends and distributions paid 
exclusively in cash referred to in paragraph 7(e) (the securities described in 
foregoing clauses (1)and (2) hereinafter in this paragraph 7(d) called the 
“excluded securities”), then, in each such case, subject to the second succeeding 
paragraph of this paragraph 7(d), the Conversion Rate shall be adjusted so that the 
same shall be equal to the price determined by multiplying the Conversion Rate in 
effect immediately prior to the close of business on the Record Date with respect 
to such distribution by a fraction:  

  
(1)  The numerator of which shall be such Current Market Price, and  

  
(2)  The denominator of which shall be the Current Market Price on such date, 

less the fair market value (as determined by the Board of Directors, whose 
determination shall be conclusive and set forth in a Board Resolution) on  

  

 
Such date of the portion of the securities or other assets so distributed (other than excluded
securities) applicable to one share of Common Stock (determined on the basis of the number
of shares of the Common Stock outstanding on the Record Date).  

  
Such increase shall become effective immediately prior to the opening of business on the 
day following the Record Date. However, in the event that the then fair market value (as 
so determined) of the portion of the securities so distributed (other than excluded 
securities) applicable to one share of Common Stock is equal to or greater than the 
Current Market Price on the Record Date, in lieu of the foregoing adjustment, adequate 
provision shall be made so that each Holder shall have the right to receive upon 
conversion of a Note (or any portion thereof) the amount of securities so distributed 
(other than excluded securities) such Holder would have received had such Holder 
converted such Note (or portion thereof) immediately prior to such Record Date. In the 
event that such dividend or distribution is not so paid or made, the Conversion Rate shall 
again be adjusted to be the Conversion Rate which would then be in effect if such 
dividend or distribution had not been declared.  

  
If the Board of Directors determines the fair market value of any distribution for purposes 
of this paragraph 7(d) by reference to the actual or when issued trading market for any 
securities comprising all or part of such distribution (other than excluded securities), it 
must in doing so consider the prices in such market over the same period (the “Reference 
Period”) used in computing the Current Market Price pursuant to paragraph 7(g) to the 
extent possible, unless the Board of Directors in a Board Resolution determines in good 
faith that determining the fair market value during the Reference Period would not be in 
the best interests of the Holder.  

  



For purposes of this paragraph 7(d) and paragraphs 7(a), 7(b) and 7(c), any dividend or 
distribution to which this paragraph 7(d) is applicable that also includes shares of 
Common Stock, a subdivision or combination of Common Stock to which paragraph 7(b) 
applies, or rights or warrants to subscribe for or purchase shares of Common Stock (or 
securities convertible into Common Stock) to which paragraph 7(c) applies (or any 
combination thereof), shall be deemed instead to be:  

  
(1)  a dividend or distribution of the evidences of indebtedness, assets, shares 

of capital stock, rights or warrants other than such shares of Common 
Stock, such subdivision or combination or such rights or warrants to which 
paragraphs 7(a), 7(b) and7(c) apply, respectively (and any Conversion 
Rate increase required by this paragraph 7(d) with respect to such 
dividend or distribution shall then be made), immediately followed by  

  
(2)  a dividend or distribution of such shares of Common Stock, such 

subdivision or combination or such rights or warrants (and any further 
Conversion Rate increase required by paragraphs 7(a), 7(b) and 7(c) with 
respect to such dividend or distribution shall then be made), except:  

  
(A)  the Record Date of such dividend or distribution shall be substituted as (x) 

“the date fixed for the determination of stockholders entitled to receive 
such dividend or other distribution”, “Record Date fixed for such 
determinations” and “Record Date” within the meaning of paragraph 7(a), 
(y) “the day upon which such subdivision becomes effective” and “the day 
upon which such combination becomes effective” within the meaning of 
paragraph 7(b), and (z) as “the date fixed for the determination of 
stockholders entitled to receive such rights or warrants”, “the Record Date 
fixed for the determination of the stockholders entitled to receive such 
rights or warrants” and such “Record Date” within the meaning of 
paragraph 7(c), and  

  
(B)  any shares of Common Stock included in such dividend or distribution 

shall not be deemed “outstanding at the close of business on the date fixed 
for such determination” within the meaning of paragraph 7(a) and any 
increase or reduction in the number of shares of Common Stock resulting 
from such subdivision or combination shall be disregarded in connection 
with such dividend or distribution.  

  
(e)  In case the Company shall, by dividend or otherwise, distribute to all holders of 

its Common Stock, cash (excluding any cash that is distributed as part of a 
distribution referred to in paragraph 7(d) hereof), then and in each such case, 
immediately after the close of business on such date, the Conversion Rate shall be 
increased so that the same shall equal the price determined by multiplying the 
Conversion Rate in effect immediately prior to the close of business on such 
Record Date by a fraction:  

  



(i)  The numerator of which shall be equal to the Current Market Price on 
such Record Date, and  

 (ii) the denominator of which shall be equal to the Current Market Price on 
the Record Date less an amount equal to the quotient of (x) the aggregate 
amount of the cash distributed and (y) the number of shares of Common 
Stock outstanding on the Record Date.  

  
In the event that such dividend or distribution is not so paid or made, the 
Conversion Rate shall again be adjusted to be the Conversion Rate which would 
then be in effect if such dividend or distribution had not been declared.  

  
(f)  In case the Company or any of its Subsidiaries pays holders of the Common Stock 

in respect of a tender offer or exchange offer, other than an odd-lot offer, by the 
Company or any of its Subsidiaries for shares of Common Stock to the extent that 
the cash and fair market value of any other consideration included in the payment 
per share of Common Stock exceeds the Sale Price per share of Common Stock 
on the Trading Day next succeeding the last date on which tenders or exchanges 
may be made pursuant to such tender offer or exchange offer (the “Expiration 
Time”), then, and in each such case, the Conversion Rate shall be adjusted so that 
the same shall equal the price determined by multiplying the Conversion Rate in 
effect immediately prior to close of business on the date of the Expiration Time 
by a fraction:  

  
(1)  the numerator of which shall be the sum of (x) the fair market value 

(determined as aforesaid) of the aggregate consideration payable to 
stockholders based on the acceptance (up to any maximum specified in the 
terms of the tender offer or exchange offer) of all shares validly tendered 
or exchanged and not withdrawn as of the Expiration Time (the shares 
deemed so accepted, up to any such maximum, being referred to as the 
“Purchased Shares”) and (y) the product of the number of shares of 
Common Stock outstanding (less any Purchased Shares) at the Expiration 
Time and the Sale Price of the Common Stock on the Trading Day next 
succeeding the Expiration Time, and  

  
(2)  the denominator of which shall be the number of shares of Common Stock 

outstanding (including any tendered or exchanged shares) at the 
Expiration Time multiplied by the Sale Price of the Common Stock on the 
Trading Day next succeeding the Expiration Time.  

  
Such increase (if any) shall become effective immediately prior to the opening of 
business on the day following the Expiration Time. In the event that the Company 
is obligated to purchase shares pursuant to any such tender offer or exchange 
offer, but the Company is permanently prevented by applicable law from effecting 
any such purchases or all such purchases are rescinded, the Conversion Rate shall 
again be adjusted to be the Conversion Rate which would then be in effect if such 
tender offer or exchange offer had not been made. If the application of this 



paragraph 7(f) to any tender offer or exchange offer would result in an increase in 
the Conversion Rate, no adjustment shall be made for such tender offer or 
exchange offer under this paragraph 7(f).  
 

 (g)  For purposes of this paragraph 7, the following terms shall have the 
meanings indicated:  

  
“Current Market Price” shall mean the average of the daily Sale Prices per share 
of Common Stock for the 5 (Five) consecutive Trading Days ending not later than 
the earlier of the date immediately prior to the date in question and the day before 
the “ex” date with respect to the issuance, distribution, subdivision or 
combination requiring such computation. If another issuance, distribution, 
subdivision or combination to which paragraph 7 applies occurs during the period 
applicable for calculating “Current Market Price” pursuant to the preceding 
definition, then “Current Market Price” shall be appropriately adjusted to reflect 
the impact of such issuance, distribution, subdivision or combination on the Sale 
Price of the Common Stock during such period. For purposes of this paragraph, 
the term “ex” date, when used:  

  
(A)  With respect to any issuance or distribution, means the first date on 

which the Common Stock trades regular way on the relevant 
exchange or in the relevant market from which the Sale Price was 
obtained without the right to receive such issuance or distribution;  

  
(B)  with respect to any subdivision or combination of shares of 

Common Stock, means the first date on which the Common Stock 
trades regular way on such exchange or in such market after the 
time at which such subdivision or combination becomes effective, 
and  

  
(C)  with respect to any tender or exchange offer, means the first date 

on which the Common Stock trades regular way on such exchange 
or in such market after the Expiration Time of such offer.  

  
Notwithstanding the foregoing, whenever successive adjustments to the 
Conversion Rate are called for pursuant to this paragraph 7, such adjustments 
shall be made to the Current Market Price as may be necessary or appropriate to 
effectuate the intent of this paragraph 7 and to avoid unjust or inequitable results 
as determined in good faith by the Board of Directors.  

  
(2)  “Fair market value” shall mean the amount which a willing buyer would 

pay a willing seller in an arm’s length transaction.  
  
 
 
 



(3)  “Record Date” shall mean for purposes of this paragraph 7, with respect to 
any dividend, distribution or other transaction or event in which the 
holders of Common Stock have the right to receive any cash, securities or 
other property or in which the Common Stock (or other applicable 
security) is exchanged for or converted into any combination of cash, 
securities or other property, the date fixed for determination of 
stockholders entitled to receive such cash, securities or other property 
(whether such date is fixed by the Board of Directors or by statute, 
contract or otherwise).  

  
(h)  The Company may make such increases in the Conversion Rate, in addition to 

those required by paragraph 7(a), (b), (c), (d), (e) or (f), as the Board of Directors 
considers to be advisable to avoid or diminish any income tax to holders of 
Common Stock or rights to purchase Common Stock resulting from any dividend 
or distribution of stock (or rights to acquire stock) or from any event treated as 
such for income tax purposes.  

  
To the extent permitted by applicable law, the Company from time to time may increase 
the Conversion Rate by any amount for any period of time if the period is at least 20 
(Twenty) days and the increase is irrevocable during the period and the Board of 
Directors determines in good faith that such increase would be in the best interests of the 
Company, which determination shall be conclusive and set forth in a Board Resolution. 
Whenever the Conversion Rate is increased pursuant to the preceding sentence, the 
Company shall mail to the Agent and each Holder at the address of such Holder as it 
appears in the Register a notice of the increase at least 15 (Fifteen) days prior to the date 
the increased Conversion Rate takes effect, and such notice shall state the increased 
Conversion Rate and the period during which it will be in effect.  

  
(i)  No adjustment in the Conversion Rate shall be required unless such adjustment 

would require an increase or decrease of at least 1% (One percent) in the 
Conversion Price then in effect; provided, however, that any adjustments which 
by reason of this paragraph 7(i) are not required to be made shall be carried 
forward and taken into account in any subsequent adjustment. In the event that, on 
the date that is five Business Days prior to the maturity of the Notes (whether at 
Stated Maturity or otherwise), an adjustment has been carried forward pursuant to 
the preceding sentence but has not yet been taken into account in an adjustment to 
the Conversion Rate and notwithstanding the first sentence of this paragraph (i), 
an adjustment to the Conversion Rate will be made on such date in accordance 
with the relevant paragraph of this paragraph 7. All calculations under this Article 
10 shall be made by the Company and shall be made to the nearest cent or to the 
nearest one hundredth of a share, as the case may be. No adjustment need be 
made for a change in the par value or no par value of the Common Stock. No 
adjustment in the Conversion Rate shall be required if the Holders participate in 
the transactions that would otherwise lead to an adjustment in the Conversion 
Rate pursuant to this paragraph 7.  

  



(j)  In any case in which this paragraph 7 provides that an adjustment shall become 
effective immediately after a Record Date for an event, the Company may defer 
until the occurrence of such event (i) issuing to the Holder of any Note converted 
after such Record Date and before the occurrence of such event the additional 
shares of Common Stock issuable upon such conversion by reason of the 
adjustment required by such event over and above the Common Stock issuable 
upon such conversion before giving effect to such adjustment and (ii) paying to 
such Holder any amount in cash in lieu of any fraction.  

  
(k)  For purposes of this paragraph 7, the number of shares of Common Stock at any 

time outstanding shall not include shares held in the treasury of the Company but 
shall include shares issuable in respect of scrip certificates issued in lieu of 
fractions of shares of Common Stock. The Company will not pay any dividend or 
make any distribution on shares of Common Stock held in the treasury of the 
Company.  

  
(l)  Whenever the Conversion Rate is adjusted as herein provided (other than in the 

case of an adjustment pursuant to the second paragraph of paragraph 7(h) for 
which the notice required by such paragraph has been provided), the Company 
shall promptly file with the Agent and any Conversion Agent other than the Agent 
an Officers’ Certificate setting forth the adjusted Conversion Rate and showing in 
reasonable detail the facts upon which such adjustment is based. Promptly after 
delivery of such Officers’ Certificate, the Company shall prepare a notice stating 
that the Conversion Rate has been adjusted and setting forth the adjusted 
Conversion Rate and the date on which each adjustment becomes effective, and 
shall mail, or cause the Agent to mail, at the Company’s expense, such notice to 
each Holder at the address of such Holder as it appears in the Register within 20 
(twenty) days of the effective date of such adjustment. Failure to deliver such 
notice shall not affect the legality or validity of any such adjustment.  

   
8. Denominations; Assignment; Transfer; Exchange.  
  

The Notes are in fully registered form, without coupons, in denominations of US$1,000 
of principal amount and whole multiples of US$1,000. The Registrar may require a 
Holder, in order to assign, transfer or exchange Notes, among other things, to furnish 
appropriate endorsements and assignment or transfer documents (in the form of Exhibit B 
or Exhibit C attached hereto, as applicable) and to pay any taxes and fees required by 
law. The Registrar need not transfer or exchange any Notes selected for redemption 
(except, in the case of a Note to be redeemed in part, the portion of the Note not to be 
redeemed) or any Notes for a period of 15 (Fifteen) days before the mailing of a notice of 
redemption of Notes to be redeemed.  

  
9. Persons Deemed Owners.  
  

The registered Holder of this Note shall be treated as the owner of this Note for all 
purposes.  



 10. Unclaimed Money or Notes.  
  
  The Agent and the Paying Agent shall return to the Company upon written request any 

money, Notes or shares of Common Stock held by them for the payment of any amount 
with respect to the Notes that remains unclaimed for two years, subject to applicable 
unclaimed property law. After such return to the Company, Holders entitled to the money 
or Notes must look to the Company for payment as general creditors unless an applicable 
abandoned property law designates another person.  

  
11. Amendment; Waiver.  
  

Except as set forth below, (i) this Note may be amended with the written consent of the 
Holders of not less than a majority in aggregate principal amount of the Notes at the time 
outstanding and (ii) certain Defaults may be waived with the written consent of the 
Holders of not less than a majority in aggregate principal amount of the Notes at the time 
outstanding. Without the consent of any Holder, the Company and the Agent may amend 
the Notes to, among other things, cure any ambiguity, omission, defect or inconsistency, 
to provide for uncertificated Notes in addition to or in place of certificated Notes or to 
make any change that does not adversely affect the rights of any Holder. The foregoing 
notwithstanding, without the consent of the Holder of this Note, no amendment may be 
made reducing the principal or the Interest Rate of this Note or extending the Stated 
Maturity of this Note. 

  
12. Defaults and Remedies.  
  

Events of Default include (1) the Company fails to pay when due the principal of any of 
the Notes at Stated Maturity, upon redemption or otherwise; (2) the Company fails to pay 
an installment of interest on any of the Notes that continues for 30 (Thirty) days after the 
date when due; (3) the Company fails to deliver shares of Common Stock, together with 
cash in lieu of fractional shares, when such Common Stock or cash in lieu of fractional 
shares is required to be delivered upon conversion of a Note and such failure continues 
for 10 days after written notice of default is given to the Company by the Agent or to the 
Company and the Agent by the Holder of such Note; (4) the Company fails to perform or 
observe any other term, covenant or agreement contained in the Notes for a period of 60 
(Sixty) days after written notice of such failure, requiring the Company to remedy the 
same, shall have been given to the Company by the Agent or to the Company and the 
Agent by the Holders of at least 50% (Fifty percent) in aggregate principal amount of the 
Notes then outstanding (a “Notice of Default”); (5) in the event of bankruptcy, insolvency 
or reorganization with respect to the Company or any Significant Subsidiary and (6) the 
Company’s filing of, or any Significant Subsidiaries’ filing of, a voluntary petition 
seeking liquidation, reorganization arrangement, readjustment of debts or for any other 
relief under the federal bankruptcy code.  If an Event of Default (other than an Event of 
Default specified in clause (5) or (6) of this paragraph 12) occurs and is continuing, the 
Agent, or the Holders of at least 50% (Fifty percent) in aggregate principal amount of the 
Notes at the time outstanding, may declare all the Notes to be due and payable 
immediately. An Event of Default under clause (5) or (6) of this paragraph 12 will result 



in the Notes becoming due and payable immediately upon the occurrence of such Events 
of Default.  

  
Holders may not enforce this Note, except with the approval of Holders of a majority in 
aggregate principle amount of the Notes. The Agent may refuse to enforce the Notes 
unless it receives reasonable indemnity or security.  

  
13. Subordination.  
  

The payment of principal of and interest on the Notes will be subordinated in right of 
payment to the prior payment in full in cash or cash equivalents (or otherwise to the 
extent Holders accept satisfaction of amounts due by settlement in other than cash or cash 
equivalents) of all Senior Indebtedness whether outstanding on the date of this Note or 
thereafter incurred.  

  
14. Agent Dealings with the Company.  
  

The Agent, in its individual or any other capacity, may become the owner or pledgee of 
Notes and may otherwise deal with and collect obligations owed to it by the Company or 
its Affiliates and may otherwise deal with the Company or its Affiliates with the same 
rights it would have if it were not Agent.  

 
   
15. No Recourse Against Others.  
  

A director, officer, employee or stockholder, as such, of the Company shall not have any 
liability for any obligations of the Company under the Notes or for any claim based on, in 
respect of or by reason of such obligations or their creation. By accepting a Note, each 
Holder waives and releases all such liability. The waiver and release are part of the 
consideration for the issue of the Notes.  

   
16. Abbreviations.  
  

Customary abbreviations may be used in the name of a Holder or an assignee, such as 
TEN COM (=tenants in common), TEN ENT (=tenants by the entireties), JT TEN (=joint 
tenants with right of survivorship and not as tenants in common), CUST (=custodian), 
and U/G/M/A (=Uniform Gift to Minors Act).  

  
17. GOVERNING LAW.  
  

THIS NOTE WILL BE GOVERNED BY, AND CONSTRUED IN ACCORDANCE 
WITH THE LAWS OF THE STATE OF NEVADA.  

  
 

  



Exhibit A 
 

CONVERSION NOTICE 
  
To convert this Note into Common Stock of the Company, check the box:  
  
To convert only part of this Note, state the principal amount to be converted (which must be 
US$1,000 or an integral multiple of US$1,000):  
  
US$                                               
  
If you want the stock certificate made out in another person’s name, fill in the form below:  
  
 
 
  

 
  

 
(Insert other person’s social sec. or tax ID no.) 

 
  

 
  

 
  

 
  

 
  

(Print or type other person’s name, address and zip code)  
  
� If you want the stock certificate made out in another person’s name, you are required to

complete and deliver to the Conversion Agent a duly completed Transfer Certificate which is
in the form of Exhibit B to this Note.  

 



EXHIBIT B 
 

ASSIGNMENT FORM 
  

For value received                                          hereby sell(s), assign(s), and transfer(s) 
unto                                               (Please insert social security or other Taxpayer Identification 
Number of assignee) the within Note, and hereby irrevocably constitutes and 
appoints                                               attorney to transfer the said Note on the books of the 
Company, with full power of substitution in the premises.  
  

In connection with the transfer of this Note, the undersigned registered owner of this Note 
hereby certifies with respect to US$                                              principal amount of this Note 
presented or surrendered on the date hereof (the “Surrendered Note”) for registration of transfer, 
or for exchange where the Notes issuable upon such transfer or exchange are to be registered in a 
name other than that of the undersigned registered owner (each such transaction being a 
“transfer”), that such transfer complies with the restrictive legend set forth on the face of the 
Surrendered Note for the reason checked below:  
  
  � A transfer of the Surrendered Note is made to the Company; or  
  

  
� The transfer of the Surrendered Note complies with Rule 144A under the U.S. Securities

Act of 1933, as amended (the “Securities Act”); or  
  

  
� The transfer of the Surrendered Note complies with Rule 501(a)(1), (2), (3) or (7) of Rule

501 under the Securities Act; or  
  

  
� The transfer of the Surrendered Note is pursuant to an effective registration statement

under the Securities Act, or  
  

  
� The transfer of the Surrendered Note is pursuant to another available exemption from the

registration requirement of the Securities Act,  
  

and unless the box below is checked, the undersigned confirms that, to the undersigned’s 
knowledge, the Surrendered Note is not being transferred to an “affiliate” of the Company 
as defined in Rule 144 under the Securities Act (an “Affiliate”).  

  
  � The transferee is an Affiliate of the Company.  
  
      
Dated:           
       
             
             
         
  

  
  

     
Signature(s) 
  



Signature(s) must be guaranteed by an 
“eligible guarantor institution” meeting 
the requirements of the Registrar, which 
requirements include membership or 
participation in the Security Transfer 
Agent Medallion Program (“STAMP”) or 
such other “signature guarantee program” 
as may be determined by the Notes 
registrar in addition to, or in substitution 
for, STAMP, all in accordance with the 
Securities Exchange Act of 1934, as 
amended. 

  
  



Exhibit C 
 

Transfer Certificate 
  

In connection with any transfer (or exchange or conversion as provided below) of any of the 
Notes, the undersigned registered owner of this Note hereby certifies with respect to 
US$                             principal amount of the above-captioned Notes presented or surrendered 
on the date hereof (the “Surrendered Notes”) for registration of transfer, or for exchange or 
conversion where the Notes or Common Stock issuable upon such exchange or conversion, as 
the case may be, are to be registered in a name other than that of the undersigned registered 
owner (each such transaction being a “transfer”), that such transfer complies with the restrictive 
legend set forth on the face of the Surrendered Notes for the reason checked below:  
  
  � A transfer of the Surrendered Notes is made to the Company or any Subsidiaries; or  
  

  
� The transfer of the Surrendered Notes complies with Rule 144A under the U.S. Securities

Act of 1933, as amended (the “Securities Act”); or  
  

  
� The transfer of the Surrendered Note complies with Rule 501(a)(1), (2), (3) or (7) of Rule 

501 under the Securities Act; or  
  

  
� The transfer of the Surrendered Notes is pursuant to an effective registration statement

under the Securities Act, or  
  

  
� The transfer of the Surrendered Notes is pursuant to another available exemption from

the registration requirement of the Securities Act,  
  

and unless the box below is checked, the undersigned confirms that, to the undersigned’s 
knowledge, such Notes are not being transferred to an “affiliate” of the Company as defined 
in Rule 144 under the Securities Act (an “Affiliate”).  

  
  � The transferee is an Affiliate of the Company.  
  
DATE:                                                                
  

 
  
 
  

Signature(s) 
  
(If the registered owner is a corporation, partnership or fiduciary, the title of the Person signing 
on behalf of such registered owner must be stated.)  
  
  



Exhibit D 
 

Definitions 
  

“Affiliate” of any specified person means any other person directly or indirectly 
controlling or controlled by or under direct or indirect common control with such 
specified person. For purposes of this definition, “control” when used with respect to any 
specified person means the power to direct or cause the direction of the management and 
policies of such person, directly or indirectly, whether through the ownership of voting 
securities, by contract or otherwise; and the terms “controlling” and “controlled” have 
meanings correlative to the foregoing.  

 
“Agent” means the Company until a successor replaces it as agent with respect to the 
Notes and, thereafter, shall mean such successor. The foregoing sentence shall likewise 
apply to any subsequent such successor or successors.  

  
“Board of Directors” means either the board of directors of the Company or any duly 
authorized committee of such board.  

  
“Board Resolution” means a resolution duly adopted by the Board of Directors, a copy of 
which, certified by the Secretary or an Assistant Secretary of the Company to be in full 
force and effect on the date of such certification, shall have been delivered to the Agent.  

  
“Business Day” means each day of the year other than a Saturday or a Sunday on which 
banking institutions are not required or authorized to close in The City of New York.  

  
“Capital Stock” of any corporation means any and all shares, interests, rights to purchase, 
warrants, options, participations or other equivalents of or interests in (however 
designated) stock or other equity issued by that corporation.  

  
“Common Stock” means the Common Stock, par value US$0.00001 per share, of the 
Company as it exists on the date of this Note. Shares issuable on conversion of Notes 
shall include only shares of Common Stock or shares of any class or classes of common 
stock resulting from any reclassification or reclassifications thereof; provided, however, 
that if at any time there shall be more than one such of each such class then so issuable 
shall be substantially in the proportion which the total number of shares of such class 
resulting from all such reclassifications bears to the total number of shares of all such 
classes resulting from all such reclassifications.  

  
“Common stock” means any stock of any class of Capital Stock which has no preference 
in respect of dividends or of amounts payable in the event of any voluntary or involuntary 
liquidation, dissolution or winding up of the issuer.  

  
 
 



“Company” means the party named as the “Company” in the first paragraph of this Note 
until a successor replaces it pursuant to the applicable provisions of this Note, and, 
thereafter, “Company” shall mean such successor. The foregoing sentence shall likewise 
apply to any subsequent such successor or successors.  

   
“Conversion Agent” means any person authorized by the Company to convert Notes in 
accordance with Article 10 hereof. On the date of this Note, the Company hereby 
appoints the Agent as the Conversion Agent.  

  
“Conversion Price” means US$1,000 divided by the applicable Conversion Rate.  

  
“Conversion Value” for the Notes is equal to the product of (i) the Sale Price per share of 
the Common Stock on a given day and (ii) the then current Conversion Rate.   

   
“Default” means any event which is, or after notice or passage of time or both would be, 
an Event of Default.  

   
“Dollar” or “U.S.$” means a dollar or other equivalent unit in such coin or currency of 
the United States as at the time shall be legal tender for the payment of public and private 
debts.  

  
“GAAP” means United States generally accepted accounting principles as in effect from 
time to time.  

  
“Holder” means a person in whose name a Note is registered on the Registrar’s books.  

  
“Indebtedness” means, with respect to any person, without duplication:  

  
(1)  all obligations and other liabilities, contingent or otherwise, of such person 

for borrowed money (including overdrafts) to the extent such obligations 
and other liabilities would appear as a liability upon the consolidated 
balance sheet of such a person in accordance with GAAP or for the 
deferred purchase price of property or services, excluding any trade 
payables and other accrued current liabilities incurred in the ordinary 
course of business, but including, without limitation, all obligations, 
contingent or otherwise, of such person in connection with any letters of 
credit and acceptances issued under letter of credit facilities, acceptance 
facilities or other similar facilities;  

  
(2)  all obligations of such person evidenced by bonds, credit or loan 

agreements, notes, debentures or other similar instruments to the extent 
such obligations would appear as a liability upon the consolidated balance 
sheet of such a person in accordance with GAAP;  

  
 



(3)  indebtedness of such person created or arising under any conditional sale 
or other title retention agreement with respect to property acquired by such 
person (even if the rights and remedies of the seller or lender under such 
agreement in the event of default are limited to repossession or sale of 
such property), but excluding trade payables arising in the ordinary course 
of business;  

 
 (4)  All obligations and liabilities, contingent or otherwise, in respect of leases 

of the person required, in conformity with GAAP, to be accounted for as 
capitalized lease obligations on the consolidated balance sheet of the 
person;  

  
(5)  all net obligations of such person under or in respect of interest rate 

agreements, currency agreements or other swap, cap floor or collar 
agreements, hedge agreements, forward contracts or similar instruments or 
agreements or foreign currency, hedge, exchange or purchase or similar 
instruments or agreements;  

  
(6)  all indebtedness referred to in (but not excluded from) the preceding 

clauses (1) through (5) of other persons, the payment of which is secured 
by (or for which the holder of such indebtedness has an existing right, 
contingent or otherwise, to be secured by) any Lien on or with respect to 
property (including, without limitation, accounts and contract rights) 
owned by the referent person, even though such person has not assumed or 
become liable for the payment of such indebtedness (the amount of such 
obligation being deemed to be the lesser of the value of such property or 
asset or the amount of the obligation so secured);  

  
(7)  All guarantees by such person of indebtedness referred to in this definition 

or of any other person;  
  

(8)  All Redeemable Capital Stock of such person valued at the greater of its 
voluntary or involuntary maximum fixed purchase price plus accrued and 
unpaid dividends;  

  
(9)  the present value of the obligation of such person as lessee for net rental 

payments (excluding all amounts required to be paid on account of 
maintenance and repairs, insurance, taxes, assessments, water, utilities and 
similar charges to the extent included in such rental payments) during the 
remaining term of the lease included in any such sale and leaseback 
transaction including any period for which such lease has been extended 
or may, at the option of the lessor, be extended. Such present value shall 
be calculated using a discount rate equal to the rate of interest implicit in 
such transaction, determined in accordance with GAAP; and  

  



(10)  any and all refinancings, replacements, deferrals, renewals, extensions and 
refundings of or amendments, modifications or supplements to, any 
indebtedness, obligation or liability of the kind described in clauses (1) 
through (9) above.  

  
“Interest Payment Date” means the date specified in the Notes as the fixed date on which 
an installment of interest on the Notes is due and payable.  

  
“Interest Rate” means 10% (Ten percent) per annum.  

  
“Issue Date” of any Note means the date on which the Note was originally issued or 
deemed issued as set forth on the face of the Note.  

  
“Lien” means, with respect to any asset, any mortgage, lien, pledge, charge, security 
interest or encumbrance of any kind in respect of such asset given to secure Indebtedness, 
whether or not filed, recorded or otherwise perfected under applicable law (including any 
conditional sale or other title retention agreement, any lease in the nature thereof, any 
option or other agreement to sell or give a security interest in and any filing of or 
agreement to give any financing statement under the Uniform Commercial Code (or 
equivalent statutes) of any jurisdiction with respect to any such lien, pledge, charge or 
security interest).  

  
“Notes” mean the Company’s convertible Notes due May 3, 2011.  

  
“Officer” means the Chairman of the Board, the Vice Chairman, the Chief Executive 
Officer, the President, any Executive Vice President, any Senior Vice President, any Vice 
President, the Treasurer or the Secretary or any Assistant Treasurer or Assistant Secretary 
of the Company. 

 
“Officers’ Certificate” means a written certificate signed in the name of the Company by 
any one Officer, and delivered to the Agent 

 
“person” or “Person” means any individual, corporation, limited liability company, 
partnership, joint venture, association, joint-stock company, trust, unincorporated 
organization, or government or any agency or political subdivision thereof, including any 
subdivision or ongoing business of any such entity or substantially all of the assets of any 
such entity, subdivision or business.  

  
  “Principal” of a Note means the principal amount due on the Stated Maturity as set forth 

on the face of the Note.  
  
 
 
 
 



“Redeemable Capital Stock” means any class of the Company’s Capital Stock that, either 
by its terms, by the terms of any securities into which it is convertible or exchangeable or 
by contract or otherwise, is, or upon the happening of an event or passage of time would 
be, required to be redeemed (whether by sinking fund or otherwise) prior to the date that 
is 91 days after the Stated Maturity of the Notes or is redeemable at the option of the 
holder thereof at any time prior to such date.  Securities at any time prior to such date 
(unless it is convertible or exchangeable solely at the Company’s option).  

  
“Redemption Date” or “redemption date” means the date specified for redemption of the 
Notes in accordance with the terms of this Note.  

  
“Redemption Price” or “redemption price” shall have the meaning set forth in paragraph 
5 of this Note.  

  
“Regular Record Date” means, with respect to the interest payable on any Interest 
Payment Date, the close of business on the March 15 or September 15 (whether or not a 
Business Day), as the case may be, next preceding such Interest Payment Date.  

   
“Rule 144” means Rule 144 under the Securities Act (or any successor provision), as it 
may be amended from time to time.  

  
“Rule 144A” means Rule 144A under the Securities Act (or any successor provision), as 
it may be amended from time to time.  

  
“Sale Price” as of any date means the closing per share sale price (or if no closing sale 
price is reported, the average bid price and ask prices or, if more than one in either case, 
the average of the average bid and average ask prices) on such date on the Nasdaq 
National Market or such other principal United States securities exchange on which the 
Common Stock is traded or, if the Common Stock is not listed on a United States national 
or regional securities exchange, as reported by the National Association of Securities 
Dealers Automated Quotation System or by the National Quotation Bureau Incorporated. 
In the absence of a quotation, the Company will determine the sale price on the basis of 
such quotations as the Company considers appropriate.  

  
“SEC” means the Securities and Exchange Commission.  

  
“Securities Act” means the United States Securities Act of 1933 (or any successor 
statute), as amended from time to time.  

  
“Senior Indebtedness” means any Indebtedness of the Company, unless by the terms of 
the instrument creating or evidencing such Indebtedness, such Indebtedness is expressly 
designated equal or junior in right of payment to the Notes.  

  
Notwithstanding the foregoing, “Senior Indebtedness” shall not include:  

  
(a)  Indebtedness evidenced by the Notes;  



 (b) Indebtedness of the Company that by operation of law is subordinate to any 
general unsecured obligations of the Company;  

  
(c)  any liability for federal, state or local taxes or other taxes, owed by the Company.  

  
(d)  accounts payable or other liabilities owed or owing by the Company to trade 

creditors (including guarantees thereof or instruments evidencing such liabilities);  
  

(e)  amounts owed by the Company for compensation to employees or for services 
rendered to the Company;  

  
(f)  Indebtedness of the Company to any Subsidiary or any other Affiliate of the 

Company or any of such Affiliate’s Subsidiaries;  
  

(g)  Capital Stock of the Company, including Redeemable Capital Stock; and  
  

(h)  Indebtedness of the Company which, when incurred and without regard to any 
election under Section 1111(b) of Title 11 of the United States Code, is without 
recourse to the Company.  

  
“Significant Subsidiary” means any Subsidiary that would be, as of the date of the 
applicable action set forth in this Note, a “significant subsidiary” of the Company within 
the meaning of Rule 1-02(w) of Regulation S-X promulgated by the SEC.  

  
“Stated Maturity”, when used with respect to any Note, means the date specified in such 
Note as the fixed date on which the principal of such Note is due and payable.  

  
“Subsidiary” means, with respect to any Person, (i) a corporation, a majority of whose 
Capital Stock with voting power, under ordinary circumstances, to elect directors is, at 
the date of determination, directly or indirectly owned by such Person, by one or more 
Subsidiaries of such Person or by such Person and one or more Subsidiaries of such 
Person, (ii) a partnership in which such Person or a Subsidiary of such Person holds a 
majority interest in the equity capital or profits of such partnership, or (iii) any other 
entity (other than a corporation) in which such Person, a Subsidiary of such Person or 
such Person and one or more Subsidiaries of such Person, directly or indirectly, at the 
date of determination, has (x) at least a majority ownership interest or (y) the power to 
elect or direct the election of a majority of the directors or other governing body of such 
entity.  

  
  “Trading Day” means a day during which trading in securities generally occurs on the 

Nasdaq National Market or, if the Common Stock is not listed on a national or regional 
securities exchange, on the National Association of Securities Dealers Automated 
Quotation System, or, if the Common Stock is not quoted on the National Association of 
Securities Dealers Automated Quotation System, on the principal other market on which 
the Common Stock is then traded.  

  



  “United States” means the United States of America (including the States and the District 
of Columbia), its territories, its possessions and other areas subject to its jurisdiction (its 
“possessions” including Puerto Rico, the U.S. Virgin Islands, Guam, American Samoa, 
Wake Island and the Northern Mariana Islands).   

 
 
 
 
 
 
 
 
 
 
 



Convertible Note 
 

THE SECURITY EVIDENCED HEREBY HAS NOT BEEN REGISTERED UNDER 
THE U.S. SECURITIES ACT OF 1933, AS AMENDED (THE “SECURITIES ACT”). THE 
HOLDER HEREOF, BY PURCHASING THIS NOTE, AGREES FOR THE BENEFIT OF 
GNCC CAPITAL, INC. (THE “COMPANY”) THAT THIS NOTE MAY NOT BE RESOLD, 
PLEDGED OR OTHERWISE, OTHER THAN (1) TO THE COMPANY, (2) SO LONG AS 
THIS NOTE IS ELIGIBLE FOR RESALE PURSUANT TO RULE 144A UNDER THE 
SECURITIES ACT (“RULE 144A”), TO A PERSON WHOM THE SELLER REASONABLY 
BELIEVES IS A QUALIFIED INSTITUTIONAL BUYER WITHIN THE MEANING OF 
RULE 144A, PURCHASING FOR ITS OWN ACCOUNT OR FOR THE ACCOUNT OF A 
QUALIFIED INSTITUTIONAL BUYER TO WHOM NOTICE IS GIVEN THAT THE 
RESALE, PLEDGE OR OTHER TRANSFER IS BEING MADE IN RELIANCE ON RULE 
144A, (3) TO AN INSTITUTIONAL ACCREDITED INVESTOR” AS DEFINED IN RULE 
501 (A)(1), (2), (3) OR (7) OF RULE 501 UNDER THE SECURITIES ACT 
(“INSTITUTIONAL ACCREDITED INVESTOR”) THAT IS ACQUIRING THIS NOTE FOR 
INVESTMENT PURPOSES AND NOT FOR DISTRIBUTION, AND THAT, PRIOR TO 
SUCH TRANSFER, DELIVERS TO THE COMPANY AND THE AGENT A SIGNED 
LETTER CONTAINING CERTAIN REPRESENTATIONS AND AGREEMENTS RELATING 
TO THE RESTRICTIONS ON TRANSFER OF THE NOTE EVIDENCED HEREBY (THE 
FORM OF WHICH LETTER MAY BE OBTAINED FROM THE AGENT), (4) PURSUANT 
TO RULE 144 UNDER THE SECURITIES ACT, (5) PURSUANT TO ANOTHER 
AVAILABLE EXEMPTION FROM REGISTRATION UNDER THE SECURITIES ACT OR 
(6) PURSUANT TO AN EFFECTIVE REGISTRATION STATEMENT UNDER THE 
SECURITIES ACT, IN EACH CASE IN ACCORDANCE WITH ANY APPLICABLE 
SECURITIES LAWS OF ANY STATE OF THE UNITED STATES PRIOR TO A TRANSFER 
OF THIS NOTE (OTHER THAN A TRANSFER PURSUANT TO CLAUSE (6) ABOVE), 
THE HOLDER OF THIS NOTE MUST, PRIOR TO SUCH TRANSFER, FURNISH TO THE 
COMPANY AND THE TRANSFER AGENT SUCH CERTIFICATES AND OTHER 
INFORMATION AND LEGAL OPINIONS AS THEY MAY REASONABLY REQUIRE. THE 
HOLDER HEREOF, BY PURCHASING THIS NOTE, REPRESENTS AND AGREES FOR 
THE BENEFIT OF THE COMPANY THAT IT IS AN ACCREDITED INVESTOR OR A 
QUALIFIED INSTITUTIONAL BUYER AND THAT IT IS HOLDING THIS NOTE FOR 
INVESTMENT PURPOSES AND NOT FOR DISTRIBUTION. IN ANY CASE THE 
HOLDER HEREOF WILL NOT, DIRECTLY OR INDIRECTLY, ENGAGE IN ANY 
HEDGING TRANSACTION WITH REGARD TO THIS NOTE OR ANY COMMON STOCK 
ISSUABLE UPON CONVERSION OF THIS NOTE EXCEPT AS PERMITTED BY THE 
SECURITIES ACT. 
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Capitalized terms used herein but not defined shall have the meanings assigned to them in 
Exhibit D attached hereto and incorporated by reference herein unless otherwise indicated.  
  
1. Cash Interest.  
  
  The Company promises to pay interest at the Interest Rate in cash on the principal 

amount of this Note. The Company will pay cash interest semiannually in arrears on June 
30 and December 31 of each year (each an “Interest Payment Date”), beginning on 
December 31, 2013, to Holders of record at the close of business on the preceding June 
15 and December 15 (whether or not a business day) (each a “Regular Record Date”), as 
the case may be, immediately preceding such Interest Payment Date. Cash interest on the 
Notes will accrue from the most recent date to which interest has been paid or duly 
provided or, if no interest has been paid, from the Issue Date. Cash interest will be 
computed on the basis of a 360-day year of twelve 30-day months. The Company shall 
pay cash interest on overdue principal at the rate borne by the Notes, and it shall pay 
interest in cash on overdue installments of cash interest at the same rate to the extent 
lawful. All such overdue cash interest shall be payable on demand. Upon conversion, 
accrued and unpaid interest shall be deemed paid in full rather than cancelled, 
extinguished or forfeited.  

  
2. Method of Payment.  
  

The Company will make payments in respect of the principal of, and cash interest on this 
Note and in respect of Redemption Prices, if any, to Holders who surrender Notes to a 
Paying Agent to collect such payments in respect of the Notes. The Company will pay 
cash amounts in money of the United States that at the time of payment is legal tender for 
payment of public and private debts. However, the Company may make such cash 
payments by check or wire transfer payable in such money. Any payment required to be 
made on any day that is not a Business Day will be made on the next succeeding 
Business Day.  

  
3. Paying Agent, Conversion Agent and Registrar.  
  

Initially, the Agent will act as Paying Agent, Conversion Agent and Registrar. The 
Company may appoint and change any Paying Agent, Conversion Agent, Registrar or co-
registrar without notice, other than notice to the Agent, which shall initially be an office 
or agency of the Agent. The Company or any of its Subsidiaries or any of their Affiliates 
may act as Paying Agent, Conversion Agent, Registrar or co-registrar.  

  
4. The Notes  
  

The Notes are general unsecured subordinated obligations of the Company limited to 
US$2,000,000 (Two million dollars) aggregate principal amount plus any additional 
accrued interest on these Notes. The Company may incur other Indebtedness, secured or 
unsecured.  

  



5. Optional Redemption.  
  

This Note is not redeemable prior to June 17, 2016. On and after June 17, 2016, the 
Company may at its option, redeem the Notes in whole or in part at any time or in part 
from time to time, in cash. If the Company redeems the Notes at its option, the Notes will 
be redeemed at a redemption price equal to 100% (One hundred percent) of the principal 
amount (the “Redemption Price”), plus accrued and unpaid interest, if any, to (but not 
including) the Redemption Date. If a Redemption Date is after a Regular Record Date but 
on or prior to the corresponding Interest Payment Date, the accrued and unpaid interest 
becoming due on such date shall be payable to the Holders of such Notes, or one or more 
predecessor Notes, registered as such on the relevant Regular Record Date according to 
their terms, and the Redemption Price shall not include such interest payment. If fewer 
than all the Notes are to be redeemed, the Agent shall select the particular Notes to be 
redeemed from the outstanding Notes by lot or shall redeem each note proportionally.  

  
On and after the Redemption Date, interest ceases to accrue on Notes or portions of Notes 
called for redemption, unless the Company defaults in the payment of the Redemption 
Price and accrued and unpaid interest.  

  
30 (Thirty) days prior notice of redemption will be given by the Company to the Holders 
at their registered address of record.  

  
No sinking fund is provided for the Notes.  

   
 6. Conversion.  
  

Except as set forth in the next sentence, a Holder of a Note may convert such Note (or 
any portion thereof equal to US$1,000 or any integral multiple of US$1,000 in excess 
thereof) into Common Stock at any time at the Conversion Rate then in effect. If such 
Note is called for redemption, such conversion right shall terminate at the close of 
business on the second Business Day prior to the Redemption Date for such Note (unless 
the Company shall default in making the redemption payment when due, in which case 
the conversion right shall terminate at the close of business on the date such default is 
cured and such Note is redeemed).  

  
The number of shares of Common Stock issuable upon conversion of a Note shall be 
determined by dividing the principal amount of the Note or portion thereof surrendered 
for conversion by US$1,000, and then multiplying the quotient by the Conversion Rate in 
effect on the Conversion Date. The “Conversion Rate” is based on the average trading 
price as reported for the 5 (Five) trading days preceding the date of conversion.   The 
Company shall pay cash adjustment in lieu of any fractional share of Common Stock.  

  
 
 
 
 



To convert a Certificated Note, a Holder must (1) complete and manually sign a 
conversion notice in the form of Exhibit A hereto (or complete and manually sign a 
facsimile of such notice) and deliver such notice to the Conversion Agent, (2) surrender 
the Note to the Conversion Agent, (3) furnish appropriate endorsements and transfer 
documents if required by the Conversion Agent, the Company or the Agent and (4) pay 
any transfer or similar tax, if required.  

 
7. Adjustment of Conversion Rate  
  

  The Conversion Rate shall be subject to adjustments, calculated by the Company, from 
time to time as follows:  

  
(a)  In case the Company shall hereafter pay a dividend or make a distribution to all 

holders of the outstanding Common Stock in shares of Common Stock, the 
Conversion Rate in effect at the opening of business on the date following the 
date fixed for the determination of stockholders entitled to receive such dividend 
or other distribution shall be increased by multiplying such Conversion Rate by a 
fraction:  

  
(1)  the numerator of which shall be the sum of the number of shares of 

Common Stock outstanding at the close of business on the Record Date 
fixed for such determination and the total number of shares constituting 
such dividend or other distribution, and  

  
(2)  The denominator of which shall be the sum of such number of shares.  

  
Such increase shall become effective immediately after the opening of business on the 
day following the Record Date. If any dividend or distribution of the type described in 
this paragraph 7(a) is declared but not so paid or made, the Conversion Rate shall again 
be adjusted to the Conversion Rate which would then be in effect if such dividend or 
distribution had not been declared.  

  
(b)  In case the outstanding shares of Common Stock shall be subdivided into a 

greater number of shares of Common Stock (commonly referred to as a “forward 
split”), the Conversion Rate in effect at the opening of business on the day 
following the day upon which such subdivision becomes effective shall be 
proportionately increased, and in case outstanding shares of Common Stock shall 
be combined into a smaller number of shares of Common Stock (commonly 
referred to as a “reverse split”), the Conversion Rate in effect at the opening of 
business on the day following the day upon which such combination becomes 
effective shall be reduced, in each such case, by multiplying such Conversion 
Rate by a fraction, the numerator of which shall be the number of shares of 
Common Stock outstanding immediately after giving effect to such subdivision or 
combination and the denominator of which shall be the number of shares of 
Common Stock outstanding immediately prior to such subdivision or 
combination. Such reduction or increase, as the case may be, to become effective 



immediately after the opening of business on the day following the day upon 
which such subdivision or combination becomes effective.  

 
(c) In case the Company shall issue rights or warrants to all holders of its outstanding 

shares of Common Stock entitling them (for a period of not more than 60 days) to 
subscribe for or purchase shares of Common Stock (or securities convertible into 
Common Stock) at a price per share (or having a Conversion Price per share) less 
than the Current Market Price on the Record Date fixed for the determination of 
stockholders entitled to receive such rights or warrants, the Conversion Rate shall 
be adjusted so that the same shall equal the price determined by multiplying the 
Conversion Rate in effect at the opening of business on the date after such Record 
Date by a fraction:  

  
(1)  the numerator of which shall be the number of shares of Common Stock 

outstanding on the close of business on the Record Date plus the total 
number of additional shares of Common Stock so offered for subscription 
or purchase (or into which the convertible securities so offered are 
convertible), and  

  
(2)  the denominator of which shall be the number of shares of Common Stock 

outstanding at the close of business on the Record Date plus the number of 
shares which the aggregate offering price of the total number of shares so 
offered for subscription or purchase (or the aggregate Conversion Price of 
the convertible securities so offered) would purchase at such Current 
Market Price.  

  
Such adjustment shall become effective immediately after the opening of business 
on the day following the Record Date fixed for determination of stockholders 
entitled to receive such rights or warrants. To the extent that shares of Common 
Stock (or securities convertible into Common Stock) are not delivered pursuant to 
such rights or warrants, upon the expiration or termination of such rights or 
warrants the Conversion Rate shall be readjusted to the Conversion Rate which 
would then be in effect had the adjustments made upon the issuance of such rights 
or warrants been made on the basis of the delivery of only the number of shares of 
Common Stock (or securities convertible into Common Stock) actually delivered. 
In the event that such rights or warrants are not so issued, the Conversion Rate 
shall again be adjusted to be the Conversion Rate which would then be in effect if 
such date fixed for the determination of stockholders entitled to receive such 
rights or warrants had not been fixed. In determining whether any rights or 
warrants entitle the holders to subscribe for or purchase shares of Common Stock 
at less than such Current Market Price, and in determining the aggregate offering 
price of such shares of Common Stock, there shall be taken into account any 
consideration received for such rights or warrants, the value of such consideration 
if other than cash, to be determined by the Board of Directors.  

  



(d)  In case the Company shall, by dividend or otherwise, distribute to all holders of 
its Common Stock shares of any class of capital stock of the Company (other than 
any dividends or distributions to which paragraph 7(a) applies) or evidences of its 
indebtedness or other assets, including securities, but excluding (1) any rights or 
warrants referred to in paragraph 7(c) and (3) dividends and distributions paid 
exclusively in cash referred to in paragraph 7(e) (the securities described in 
foregoing clauses (1)and (2) hereinafter in this paragraph 7(d) called the 
“excluded securities”), then, in each such case, subject to the second succeeding 
paragraph of this paragraph 7(d), the Conversion Rate shall be adjusted so that the 
same shall be equal to the price determined by multiplying the Conversion Rate in 
effect immediately prior to the close of business on the Record Date with respect 
to such distribution by a fraction:  

  
(1)  The numerator of which shall be such Current Market Price, and  

  
(2)  The denominator of which shall be the Current Market Price on such date, 

less the fair market value (as determined by the Board of Directors, whose 
determination shall be conclusive and set forth in a Board Resolution) on  

  

 
Such date of the portion of the securities or other assets so distributed (other than excluded
securities) applicable to one share of Common Stock (determined on the basis of the number
of shares of the Common Stock outstanding on the Record Date).  

  
Such increase shall become effective immediately prior to the opening of business on the 
day following the Record Date. However, in the event that the then fair market value (as 
so determined) of the portion of the securities so distributed (other than excluded 
securities) applicable to one share of Common Stock is equal to or greater than the 
Current Market Price on the Record Date, in lieu of the foregoing adjustment, adequate 
provision shall be made so that each Holder shall have the right to receive upon 
conversion of a Note (or any portion thereof) the amount of securities so distributed 
(other than excluded securities) such Holder would have received had such Holder 
converted such Note (or portion thereof) immediately prior to such Record Date. In the 
event that such dividend or distribution is not so paid or made, the Conversion Rate shall 
again be adjusted to be the Conversion Rate which would then be in effect if such 
dividend or distribution had not been declared.  

  
If the Board of Directors determines the fair market value of any distribution for purposes 
of this paragraph 7(d) by reference to the actual or when issued trading market for any 
securities comprising all or part of such distribution (other than excluded securities), it 
must in doing so consider the prices in such market over the same period (the “Reference 
Period”) used in computing the Current Market Price pursuant to paragraph 7(g) to the 
extent possible, unless the Board of Directors in a Board Resolution determines in good 
faith that determining the fair market value during the Reference Period would not be in 
the best interests of the Holder.  

  



For purposes of this paragraph 7(d) and paragraphs 7(a), 7(b) and 7(c), any dividend or 
distribution to which this paragraph 7(d) is applicable that also includes shares of 
Common Stock, a subdivision or combination of Common Stock to which paragraph 7(b) 
applies, or rights or warrants to subscribe for or purchase shares of Common Stock (or 
securities convertible into Common Stock) to which paragraph 7(c) applies (or any 
combination thereof), shall be deemed instead to be:  

  
(1)  a dividend or distribution of the evidences of indebtedness, assets, shares 

of capital stock, rights or warrants other than such shares of Common 
Stock, such subdivision or combination or such rights or warrants to which 
paragraphs 7(a), 7(b) and7(c) apply, respectively (and any Conversion 
Rate increase required by this paragraph 7(d) with respect to such 
dividend or distribution shall then be made), immediately followed by  

  
(2)  a dividend or distribution of such shares of Common Stock, such 

subdivision or combination or such rights or warrants (and any further 
Conversion Rate increase required by paragraphs 7(a), 7(b) and 7(c) with 
respect to such dividend or distribution shall then be made), except:  

  
(A)  the Record Date of such dividend or distribution shall be substituted as (x) 

“the date fixed for the determination of stockholders entitled to receive 
such dividend or other distribution”, “Record Date fixed for such 
determinations” and “Record Date” within the meaning of paragraph 7(a), 
(y) “the day upon which such subdivision becomes effective” and “the day 
upon which such combination becomes effective” within the meaning of 
paragraph 7(b), and (z) as “the date fixed for the determination of 
stockholders entitled to receive such rights or warrants”, “the Record Date 
fixed for the determination of the stockholders entitled to receive such 
rights or warrants” and such “Record Date” within the meaning of 
paragraph 7(c), and  

  
(B)  any shares of Common Stock included in such dividend or distribution 

shall not be deemed “outstanding at the close of business on the date fixed 
for such determination” within the meaning of paragraph 7(a) and any 
increase or reduction in the number of shares of Common Stock resulting 
from such subdivision or combination shall be disregarded in connection 
with such dividend or distribution.  

  
(e)  In case the Company shall, by dividend or otherwise, distribute to all holders of 

its Common Stock, cash (excluding any cash that is distributed as part of a 
distribution referred to in paragraph 7(d) hereof), then and in each such case, 
immediately after the close of business on such date, the Conversion Rate shall be 
increased so that the same shall equal the price determined by multiplying the 
Conversion Rate in effect immediately prior to the close of business on such 
Record Date by a fraction:  

  



(i)  The numerator of which shall be equal to the Current Market Price on 
such Record Date, and  

 (ii) the denominator of which shall be equal to the Current Market Price on 
the Record Date less an amount equal to the quotient of (x) the aggregate 
amount of the cash distributed and (y) the number of shares of Common 
Stock outstanding on the Record Date.  

  
In the event that such dividend or distribution is not so paid or made, the 
Conversion Rate shall again be adjusted to be the Conversion Rate which would 
then be in effect if such dividend or distribution had not been declared.  

  
(f)  In case the Company or any of its Subsidiaries pays holders of the Common Stock 

in respect of a tender offer or exchange offer, other than an odd-lot offer, by the 
Company or any of its Subsidiaries for shares of Common Stock to the extent that 
the cash and fair market value of any other consideration included in the payment 
per share of Common Stock exceeds the Sale Price per share of Common Stock 
on the Trading Day next succeeding the last date on which tenders or exchanges 
may be made pursuant to such tender offer or exchange offer (the “Expiration 
Time”), then, and in each such case, the Conversion Rate shall be adjusted so that 
the same shall equal the price determined by multiplying the Conversion Rate in 
effect immediately prior to close of business on the date of the Expiration Time 
by a fraction:  

  
(1)  the numerator of which shall be the sum of (x) the fair market value 

(determined as aforesaid) of the aggregate consideration payable to 
stockholders based on the acceptance (up to any maximum specified in the 
terms of the tender offer or exchange offer) of all shares validly tendered 
or exchanged and not withdrawn as of the Expiration Time (the shares 
deemed so accepted, up to any such maximum, being referred to as the 
“Purchased Shares”) and (y) the product of the number of shares of 
Common Stock outstanding (less any Purchased Shares) at the Expiration 
Time and the Sale Price of the Common Stock on the Trading Day next 
succeeding the Expiration Time, and  

  
(2)  the denominator of which shall be the number of shares of Common Stock 

outstanding (including any tendered or exchanged shares) at the 
Expiration Time multiplied by the Sale Price of the Common Stock on the 
Trading Day next succeeding the Expiration Time.  

  
Such increase (if any) shall become effective immediately prior to the opening of 
business on the day following the Expiration Time. In the event that the Company 
is obligated to purchase shares pursuant to any such tender offer or exchange 
offer, but the Company is permanently prevented by applicable law from effecting 
any such purchases or all such purchases are rescinded, the Conversion Rate shall 
again be adjusted to be the Conversion Rate which would then be in effect if such 
tender offer or exchange offer had not been made. If the application of this 



paragraph 7(f) to any tender offer or exchange offer would result in an increase in 
the Conversion Rate, no adjustment shall be made for such tender offer or 
exchange offer under this paragraph 7(f).  
 

 (g)  For purposes of this paragraph 7, the following terms shall have the 
meanings indicated:  

  
“Current Market Price” shall mean the average of the daily Sale Prices per share 
of Common Stock for the 5 (Five) consecutive Trading Days ending not later than 
the earlier of the date immediately prior to the date in question and the day before 
the “ex” date with respect to the issuance, distribution, subdivision or 
combination requiring such computation. If another issuance, distribution, 
subdivision or combination to which paragraph 7 applies occurs during the period 
applicable for calculating “Current Market Price” pursuant to the preceding 
definition, then “Current Market Price” shall be appropriately adjusted to reflect 
the impact of such issuance, distribution, subdivision or combination on the Sale 
Price of the Common Stock during such period. For purposes of this paragraph, 
the term “ex” date, when used:  

  
(A)  With respect to any issuance or distribution, means the first date on 

which the Common Stock trades regular way on the relevant 
exchange or in the relevant market from which the Sale Price was 
obtained without the right to receive such issuance or distribution;  

  
(B)  with respect to any subdivision or combination of shares of 

Common Stock, means the first date on which the Common Stock 
trades regular way on such exchange or in such market after the 
time at which such subdivision or combination becomes effective, 
and  

  
(C)  with respect to any tender or exchange offer, means the first date 

on which the Common Stock trades regular way on such exchange 
or in such market after the Expiration Time of such offer.  

  
Notwithstanding the foregoing, whenever successive adjustments to the 
Conversion Rate are called for pursuant to this paragraph 7, such adjustments 
shall be made to the Current Market Price as may be necessary or appropriate to 
effectuate the intent of this paragraph 7 and to avoid unjust or inequitable results 
as determined in good faith by the Board of Directors.  

  
(2)  “Fair market value” shall mean the amount which a willing buyer would 

pay a willing seller in an arm’s length transaction.  
  
 
 
 



(3)  “Record Date” shall mean for purposes of this paragraph 7, with respect to 
any dividend, distribution or other transaction or event in which the 
holders of Common Stock have the right to receive any cash, securities or 
other property or in which the Common Stock (or other applicable 
security) is exchanged for or converted into any combination of cash, 
securities or other property, the date fixed for determination of 
stockholders entitled to receive such cash, securities or other property 
(whether such date is fixed by the Board of Directors or by statute, 
contract or otherwise).  

  
(h)  The Company may make such increases in the Conversion Rate, in addition to 

those required by paragraph 7(a), (b), (c), (d), (e) or (f), as the Board of Directors 
considers to be advisable to avoid or diminish any income tax to holders of 
Common Stock or rights to purchase Common Stock resulting from any dividend 
or distribution of stock (or rights to acquire stock) or from any event treated as 
such for income tax purposes.  

  
To the extent permitted by applicable law, the Company from time to time may increase 
the Conversion Rate by any amount for any period of time if the period is at least 20 
(Twenty) days and the increase is irrevocable during the period and the Board of 
Directors determines in good faith that such increase would be in the best interests of the 
Company, which determination shall be conclusive and set forth in a Board Resolution. 
Whenever the Conversion Rate is increased pursuant to the preceding sentence, the 
Company shall mail to the Agent and each Holder at the address of such Holder as it 
appears in the Register a notice of the increase at least 15 (Fifteen) days prior to the date 
the increased Conversion Rate takes effect, and such notice shall state the increased 
Conversion Rate and the period during which it will be in effect.  

  
(i)  No adjustment in the Conversion Rate shall be required unless such adjustment 

would require an increase or decrease of at least 1% (One percent) in the 
Conversion Price then in effect; provided, however, that any adjustments which 
by reason of this paragraph 7(i) are not required to be made shall be carried 
forward and taken into account in any subsequent adjustment. In the event that, on 
the date that is five Business Days prior to the maturity of the Notes (whether at 
Stated Maturity or otherwise), an adjustment has been carried forward pursuant to 
the preceding sentence but has not yet been taken into account in an adjustment to 
the Conversion Rate and notwithstanding the first sentence of this paragraph (i), 
an adjustment to the Conversion Rate will be made on such date in accordance 
with the relevant paragraph of this paragraph 7. All calculations under this Article 
10 shall be made by the Company and shall be made to the nearest cent or to the 
nearest one hundredth of a share, as the case may be. No adjustment need be 
made for a change in the par value or no par value of the Common Stock. No 
adjustment in the Conversion Rate shall be required if the Holders participate in 
the transactions that would otherwise lead to an adjustment in the Conversion 
Rate pursuant to this paragraph 7.  

  



(j)  In any case in which this paragraph 7 provides that an adjustment shall become 
effective immediately after a Record Date for an event, the Company may defer 
until the occurrence of such event (i) issuing to the Holder of any Note converted 
after such Record Date and before the occurrence of such event the additional 
shares of Common Stock issuable upon such conversion by reason of the 
adjustment required by such event over and above the Common Stock issuable 
upon such conversion before giving effect to such adjustment and (ii) paying to 
such Holder any amount in cash in lieu of any fraction.  

  
(k)  For purposes of this paragraph 7, the number of shares of Common Stock at any 

time outstanding shall not include shares held in the treasury of the Company but 
shall include shares issuable in respect of scrip certificates issued in lieu of 
fractions of shares of Common Stock. The Company will not pay any dividend or 
make any distribution on shares of Common Stock held in the treasury of the 
Company.  

  
(l)  Whenever the Conversion Rate is adjusted as herein provided (other than in the 

case of an adjustment pursuant to the second paragraph of paragraph 7(h) for 
which the notice required by such paragraph has been provided), the Company 
shall promptly file with the Agent and any Conversion Agent other than the Agent 
an Officers’ Certificate setting forth the adjusted Conversion Rate and showing in 
reasonable detail the facts upon which such adjustment is based. Promptly after 
delivery of such Officers’ Certificate, the Company shall prepare a notice stating 
that the Conversion Rate has been adjusted and setting forth the adjusted 
Conversion Rate and the date on which each adjustment becomes effective, and 
shall mail, or cause the Agent to mail, at the Company’s expense, such notice to 
each Holder at the address of such Holder as it appears in the Register within 20 
(twenty) days of the effective date of such adjustment. Failure to deliver such 
notice shall not affect the legality or validity of any such adjustment.  

   
8. Denominations; Assignment; Transfer; Exchange.  
  

The Notes are in fully registered form, without coupons, in denominations of US$1,000 
of principal amount and whole multiples of US$1,000. The Registrar may require a 
Holder, in order to assign, transfer or exchange Notes, among other things, to furnish 
appropriate endorsements and assignment or transfer documents (in the form of Exhibit B 
or Exhibit C attached hereto, as applicable) and to pay any taxes and fees required by 
law. The Registrar need not transfer or exchange any Notes selected for redemption 
(except, in the case of a Note to be redeemed in part, the portion of the Note not to be 
redeemed) or any Notes for a period of 15 (Fifteen) days before the mailing of a notice of 
redemption of Notes to be redeemed.  

  
9. Persons Deemed Owners.  
  

The registered Holder of this Note shall be treated as the owner of this Note for all 
purposes.  



 10. Unclaimed Money or Notes.  
  
  The Agent and the Paying Agent shall return to the Company upon written request any 

money, Notes or shares of Common Stock held by them for the payment of any amount 
with respect to the Notes that remains unclaimed for two years, subject to applicable 
unclaimed property law. After such return to the Company, Holders entitled to the money 
or Notes must look to the Company for payment as general creditors unless an applicable 
abandoned property law designates another person.  

  
11. Amendment; Waiver.  
  

Except as set forth below, (i) this Note may be amended with the written consent of the 
Holders of not less than a majority in aggregate principal amount of the Notes at the time 
outstanding and (ii) certain Defaults may be waived with the written consent of the 
Holders of not less than a majority in aggregate principal amount of the Notes at the time 
outstanding. Without the consent of any Holder, the Company and the Agent may amend 
the Notes to, among other things, cure any ambiguity, omission, defect or inconsistency, 
to provide for uncertificated Notes in addition to or in place of certificated Notes or to 
make any change that does not adversely affect the rights of any Holder. The foregoing 
notwithstanding, without the consent of the Holder of this Note, no amendment may be 
made reducing the principal or the Interest Rate of this Note or extending the Stated 
Maturity of this Note. 

  
12. Defaults and Remedies.  
  

Events of Default include (1) the Company fails to pay when due the principal of any of 
the Notes at Stated Maturity, upon redemption or otherwise; (2) the Company fails to pay 
an installment of interest on any of the Notes that continues for 30 (Thirty) days after the 
date when due; (3) the Company fails to deliver shares of Common Stock, together with 
cash in lieu of fractional shares, when such Common Stock or cash in lieu of fractional 
shares is required to be delivered upon conversion of a Note and such failure continues 
for 10 days after written notice of default is given to the Company by the Agent or to the 
Company and the Agent by the Holder of such Note; (4) the Company fails to perform or 
observe any other term, covenant or agreement contained in the Notes for a period of 60 
(Sixty) days after written notice of such failure, requiring the Company to remedy the 
same, shall have been given to the Company by the Agent or to the Company and the 
Agent by the Holders of at least 50% (Fifty percent) in aggregate principal amount of the 
Notes then outstanding (a “Notice of Default”); (5) in the event of bankruptcy, insolvency 
or reorganization with respect to the Company or any Significant Subsidiary and (6) the 
Company’s filing of, or any Significant Subsidiaries’ filing of, a voluntary petition 
seeking liquidation, reorganization arrangement, readjustment of debts or for any other 
relief under the federal bankruptcy code.  If an Event of Default (other than an Event of 
Default specified in clause (5) or (6) of this paragraph 12) occurs and is continuing, the 
Agent, or the Holders of at least 50% (Fifty percent) in aggregate principal amount of the 
Notes at the time outstanding, may declare all the Notes to be due and payable 
immediately. An Event of Default under clause (5) or (6) of this paragraph 12 will result 



in the Notes becoming due and payable immediately upon the occurrence of such Events 
of Default.  

  
Holders may not enforce this Note, except with the approval of Holders of a majority in 
aggregate principle amount of the Notes. The Agent may refuse to enforce the Notes 
unless it receives reasonable indemnity or security.  

  
13. Subordination.  
  

The payment of principal of and interest on the Notes will be subordinated in right of 
payment to the prior payment in full in cash or cash equivalents (or otherwise to the 
extent Holders accept satisfaction of amounts due by settlement in other than cash or cash 
equivalents) of all Senior Indebtedness whether outstanding on the date of this Note or 
thereafter incurred.  

  
14. Agent Dealings with the Company.  
  

The Agent, in its individual or any other capacity, may become the owner or pledgee of 
Notes and may otherwise deal with and collect obligations owed to it by the Company or 
its Affiliates and may otherwise deal with the Company or its Affiliates with the same 
rights it would have if it were not Agent.  

 
   
15. No Recourse Against Others.  
  

A director, officer, employee or stockholder, as such, of the Company shall not have any 
liability for any obligations of the Company under the Notes or for any claim based on, in 
respect of or by reason of such obligations or their creation. By accepting a Note, each 
Holder waives and releases all such liability. The waiver and release are part of the 
consideration for the issue of the Notes.  

   
16. Abbreviations.  
  

Customary abbreviations may be used in the name of a Holder or an assignee, such as 
TEN COM (=tenants in common), TEN ENT (=tenants by the entireties), JT TEN (=joint 
tenants with right of survivorship and not as tenants in common), CUST (=custodian), 
and U/G/M/A (=Uniform Gift to Minors Act).  

  
17. GOVERNING LAW.  
  

THIS NOTE WILL BE GOVERNED BY, AND CONSTRUED IN ACCORDANCE 
WITH THE LAWS OF THE STATE OF NEVADA.  

  
 

  



Exhibit A 
 

CONVERSION NOTICE 
  
To convert this Note into Common Stock of the Company, check the box:  
  
To convert only part of this Note, state the principal amount to be converted (which must be 
US$1,000 or an integral multiple of US$1,000):  
  
US$                                               
  
If you want the stock certificate made out in another person’s name, fill in the form below:  
  
 
 
  

 
  

 
(Insert other person’s social sec. or tax ID no.) 

 
  

 
  

 
  

 
  

 
  

(Print or type other person’s name, address and zip code)  
  
� If you want the stock certificate made out in another person’s name, you are required to

complete and deliver to the Conversion Agent a duly completed Transfer Certificate which is
in the form of Exhibit B to this Note.  

 



EXHIBIT B 
 

ASSIGNMENT FORM 
  

For value received                                          hereby sell(s), assign(s), and transfer(s) 
unto                                               (Please insert social security or other Taxpayer Identification 
Number of assignee) the within Note, and hereby irrevocably constitutes and 
appoints                                               attorney to transfer the said Note on the books of the 
Company, with full power of substitution in the premises.  
  

In connection with the transfer of this Note, the undersigned registered owner of this Note 
hereby certifies with respect to US$                                              principal amount of this Note 
presented or surrendered on the date hereof (the “Surrendered Note”) for registration of transfer, 
or for exchange where the Notes issuable upon such transfer or exchange are to be registered in a 
name other than that of the undersigned registered owner (each such transaction being a 
“transfer”), that such transfer complies with the restrictive legend set forth on the face of the 
Surrendered Note for the reason checked below:  
  
  � A transfer of the Surrendered Note is made to the Company; or  
  

  
� The transfer of the Surrendered Note complies with Rule 144A under the U.S. Securities

Act of 1933, as amended (the “Securities Act”); or  
  

  
� The transfer of the Surrendered Note complies with Rule 501(a)(1), (2), (3) or (7) of Rule

501 under the Securities Act; or  
  

  
� The transfer of the Surrendered Note is pursuant to an effective registration statement

under the Securities Act, or  
  

  
� The transfer of the Surrendered Note is pursuant to another available exemption from the

registration requirement of the Securities Act,  
  

and unless the box below is checked, the undersigned confirms that, to the undersigned’s 
knowledge, the Surrendered Note is not being transferred to an “affiliate” of the Company 
as defined in Rule 144 under the Securities Act (an “Affiliate”).  

  
  � The transferee is an Affiliate of the Company.  
  
      
Dated:           
       
             
             
         
  

  
  

     
Signature(s) 
  



Signature(s) must be guaranteed by an 
“eligible guarantor institution” meeting 
the requirements of the Registrar, which 
requirements include membership or 
participation in the Security Transfer 
Agent Medallion Program (“STAMP”) or 
such other “signature guarantee program” 
as may be determined by the Notes 
registrar in addition to, or in substitution 
for, STAMP, all in accordance with the 
Securities Exchange Act of 1934, as 
amended. 

  
  



Exhibit C 
 

Transfer Certificate 
  

In connection with any transfer (or exchange or conversion as provided below) of any of the 
Notes, the undersigned registered owner of this Note hereby certifies with respect to 
US$                             principal amount of the above-captioned Notes presented or surrendered 
on the date hereof (the “Surrendered Notes”) for registration of transfer, or for exchange or 
conversion where the Notes or Common Stock issuable upon such exchange or conversion, as 
the case may be, are to be registered in a name other than that of the undersigned registered 
owner (each such transaction being a “transfer”), that such transfer complies with the restrictive 
legend set forth on the face of the Surrendered Notes for the reason checked below:  
  
  � A transfer of the Surrendered Notes is made to the Company or any Subsidiaries; or  
  

  
� The transfer of the Surrendered Notes complies with Rule 144A under the U.S. Securities

Act of 1933, as amended (the “Securities Act”); or  
  

  
� The transfer of the Surrendered Note complies with Rule 501(a)(1), (2), (3) or (7) of Rule 

501 under the Securities Act; or  
  

  
� The transfer of the Surrendered Notes is pursuant to an effective registration statement

under the Securities Act, or  
  

  
� The transfer of the Surrendered Notes is pursuant to another available exemption from

the registration requirement of the Securities Act,  
  

and unless the box below is checked, the undersigned confirms that, to the undersigned’s 
knowledge, such Notes are not being transferred to an “affiliate” of the Company as defined 
in Rule 144 under the Securities Act (an “Affiliate”).  

  
  � The transferee is an Affiliate of the Company.  
  
DATE:                                                                
  

 
  
 
  

Signature(s) 
  
(If the registered owner is a corporation, partnership or fiduciary, the title of the Person signing 
on behalf of such registered owner must be stated.)  
  
  



Exhibit D 
 

Definitions 
  

“Affiliate” of any specified person means any other person directly or indirectly 
controlling or controlled by or under direct or indirect common control with such 
specified person. For purposes of this definition, “control” when used with respect to any 
specified person means the power to direct or cause the direction of the management and 
policies of such person, directly or indirectly, whether through the ownership of voting 
securities, by contract or otherwise; and the terms “controlling” and “controlled” have 
meanings correlative to the foregoing.  

 
“Agent” means the Company until a successor replaces it as agent with respect to the 
Notes and, thereafter, shall mean such successor. The foregoing sentence shall likewise 
apply to any subsequent such successor or successors.  

  
“Board of Directors” means either the board of directors of the Company or any duly 
authorized committee of such board.  

  
“Board Resolution” means a resolution duly adopted by the Board of Directors, a copy of 
which, certified by the Secretary or an Assistant Secretary of the Company to be in full 
force and effect on the date of such certification, shall have been delivered to the Agent.  

  
“Business Day” means each day of the year other than a Saturday or a Sunday on which 
banking institutions are not required or authorized to close in The City of New York.  

  
“Capital Stock” of any corporation means any and all shares, interests, rights to purchase, 
warrants, options, participations or other equivalents of or interests in (however 
designated) stock or other equity issued by that corporation.  

  
“Common Stock” means the Common Stock, par value US$0.00001 per share, of the 
Company as it exists on the date of this Note. Shares issuable on conversion of Notes 
shall include only shares of Common Stock or shares of any class or classes of common 
stock resulting from any reclassification or reclassifications thereof; provided, however, 
that if at any time there shall be more than one such of each such class then so issuable 
shall be substantially in the proportion which the total number of shares of such class 
resulting from all such reclassifications bears to the total number of shares of all such 
classes resulting from all such reclassifications.  

  
“Common stock” means any stock of any class of Capital Stock which has no preference 
in respect of dividends or of amounts payable in the event of any voluntary or involuntary 
liquidation, dissolution or winding up of the issuer.  

  
 
 



“Company” means the party named as the “Company” in the first paragraph of this Note 
until a successor replaces it pursuant to the applicable provisions of this Note, and, 
thereafter, “Company” shall mean such successor. The foregoing sentence shall likewise 
apply to any subsequent such successor or successors.  

   
“Conversion Agent” means any person authorized by the Company to convert Notes in 
accordance with Article 10 hereof. On the date of this Note, the Company hereby 
appoints the Agent as the Conversion Agent.  

  
“Conversion Price” means US$1,000 divided by the applicable Conversion Rate.  

  
“Conversion Value” for the Notes is equal to the product of (i) the Sale Price per share of 
the Common Stock on a given day and (ii) the then current Conversion Rate.   

   
“Default” means any event which is, or after notice or passage of time or both would be, 
an Event of Default.  

   
“Dollar” or “U.S.$” means a dollar or other equivalent unit in such coin or currency of 
the United States as at the time shall be legal tender for the payment of public and private 
debts.  

  
“GAAP” means United States generally accepted accounting principles as in effect from 
time to time.  

  
“Holder” means a person in whose name a Note is registered on the Registrar’s books.  

  
“Indebtedness” means, with respect to any person, without duplication:  

  
(1)  all obligations and other liabilities, contingent or otherwise, of such person 

for borrowed money (including overdrafts) to the extent such obligations 
and other liabilities would appear as a liability upon the consolidated 
balance sheet of such a person in accordance with GAAP or for the 
deferred purchase price of property or services, excluding any trade 
payables and other accrued current liabilities incurred in the ordinary 
course of business, but including, without limitation, all obligations, 
contingent or otherwise, of such person in connection with any letters of 
credit and acceptances issued under letter of credit facilities, acceptance 
facilities or other similar facilities;  

  
(2)  all obligations of such person evidenced by bonds, credit or loan 

agreements, notes, debentures or other similar instruments to the extent 
such obligations would appear as a liability upon the consolidated balance 
sheet of such a person in accordance with GAAP;  

  
 



(3)  indebtedness of such person created or arising under any conditional sale 
or other title retention agreement with respect to property acquired by such 
person (even if the rights and remedies of the seller or lender under such 
agreement in the event of default are limited to repossession or sale of 
such property), but excluding trade payables arising in the ordinary course 
of business;  

 
 (4)  All obligations and liabilities, contingent or otherwise, in respect of leases 

of the person required, in conformity with GAAP, to be accounted for as 
capitalized lease obligations on the consolidated balance sheet of the 
person;  

  
(5)  all net obligations of such person under or in respect of interest rate 

agreements, currency agreements or other swap, cap floor or collar 
agreements, hedge agreements, forward contracts or similar instruments or 
agreements or foreign currency, hedge, exchange or purchase or similar 
instruments or agreements;  

  
(6)  all indebtedness referred to in (but not excluded from) the preceding 

clauses (1) through (5) of other persons, the payment of which is secured 
by (or for which the holder of such indebtedness has an existing right, 
contingent or otherwise, to be secured by) any Lien on or with respect to 
property (including, without limitation, accounts and contract rights) 
owned by the referent person, even though such person has not assumed or 
become liable for the payment of such indebtedness (the amount of such 
obligation being deemed to be the lesser of the value of such property or 
asset or the amount of the obligation so secured);  

  
(7)  All guarantees by such person of indebtedness referred to in this definition 

or of any other person;  
  

(8)  All Redeemable Capital Stock of such person valued at the greater of its 
voluntary or involuntary maximum fixed purchase price plus accrued and 
unpaid dividends;  

  
(9)  the present value of the obligation of such person as lessee for net rental 

payments (excluding all amounts required to be paid on account of 
maintenance and repairs, insurance, taxes, assessments, water, utilities and 
similar charges to the extent included in such rental payments) during the 
remaining term of the lease included in any such sale and leaseback 
transaction including any period for which such lease has been extended 
or may, at the option of the lessor, be extended. Such present value shall 
be calculated using a discount rate equal to the rate of interest implicit in 
such transaction, determined in accordance with GAAP; and  

  



(10)  any and all refinancings, replacements, deferrals, renewals, extensions and 
refundings of or amendments, modifications or supplements to, any 
indebtedness, obligation or liability of the kind described in clauses (1) 
through (9) above.  

  
“Interest Payment Date” means the date specified in the Notes as the fixed date on which 
an installment of interest on the Notes is due and payable.  

  
“Interest Rate” means 10% (Ten percent) per annum.  

  
“Issue Date” of any Note means the date on which the Note was originally issued or 
deemed issued as set forth on the face of the Note.  

  
“Lien” means, with respect to any asset, any mortgage, lien, pledge, charge, security 
interest or encumbrance of any kind in respect of such asset given to secure Indebtedness, 
whether or not filed, recorded or otherwise perfected under applicable law (including any 
conditional sale or other title retention agreement, any lease in the nature thereof, any 
option or other agreement to sell or give a security interest in and any filing of or 
agreement to give any financing statement under the Uniform Commercial Code (or 
equivalent statutes) of any jurisdiction with respect to any such lien, pledge, charge or 
security interest).  

  
“Notes” mean the Company’s convertible Notes due May 3, 2011.  

  
“Officer” means the Chairman of the Board, the Vice Chairman, the Chief Executive 
Officer, the President, any Executive Vice President, any Senior Vice President, any Vice 
President, the Treasurer or the Secretary or any Assistant Treasurer or Assistant Secretary 
of the Company. 

 
“Officers’ Certificate” means a written certificate signed in the name of the Company by 
any one Officer, and delivered to the Agent 

 
“person” or “Person” means any individual, corporation, limited liability company, 
partnership, joint venture, association, joint-stock company, trust, unincorporated 
organization, or government or any agency or political subdivision thereof, including any 
subdivision or ongoing business of any such entity or substantially all of the assets of any 
such entity, subdivision or business.  

  
  “Principal” of a Note means the principal amount due on the Stated Maturity as set forth 

on the face of the Note.  
  
 
 
 
 



“Redeemable Capital Stock” means any class of the Company’s Capital Stock that, either 
by its terms, by the terms of any securities into which it is convertible or exchangeable or 
by contract or otherwise, is, or upon the happening of an event or passage of time would 
be, required to be redeemed (whether by sinking fund or otherwise) prior to the date that 
is 91 days after the Stated Maturity of the Notes or is redeemable at the option of the 
holder thereof at any time prior to such date.  Securities at any time prior to such date 
(unless it is convertible or exchangeable solely at the Company’s option).  

  
“Redemption Date” or “redemption date” means the date specified for redemption of the 
Notes in accordance with the terms of this Note.  

  
“Redemption Price” or “redemption price” shall have the meaning set forth in paragraph 
5 of this Note.  

  
“Regular Record Date” means, with respect to the interest payable on any Interest 
Payment Date, the close of business on the March 15 or September 15 (whether or not a 
Business Day), as the case may be, next preceding such Interest Payment Date.  

   
“Rule 144” means Rule 144 under the Securities Act (or any successor provision), as it 
may be amended from time to time.  

  
“Rule 144A” means Rule 144A under the Securities Act (or any successor provision), as 
it may be amended from time to time.  

  
“Sale Price” as of any date means the closing per share sale price (or if no closing sale 
price is reported, the average bid price and ask prices or, if more than one in either case, 
the average of the average bid and average ask prices) on such date on the Nasdaq 
National Market or such other principal United States securities exchange on which the 
Common Stock is traded or, if the Common Stock is not listed on a United States national 
or regional securities exchange, as reported by the National Association of Securities 
Dealers Automated Quotation System or by the National Quotation Bureau Incorporated. 
In the absence of a quotation, the Company will determine the sale price on the basis of 
such quotations as the Company considers appropriate.  

  
“SEC” means the Securities and Exchange Commission.  

  
“Securities Act” means the United States Securities Act of 1933 (or any successor 
statute), as amended from time to time.  

  
“Senior Indebtedness” means any Indebtedness of the Company, unless by the terms of 
the instrument creating or evidencing such Indebtedness, such Indebtedness is expressly 
designated equal or junior in right of payment to the Notes.  

  
Notwithstanding the foregoing, “Senior Indebtedness” shall not include:  

  
(a)  Indebtedness evidenced by the Notes;  



 (b) Indebtedness of the Company that by operation of law is subordinate to any 
general unsecured obligations of the Company;  

  
(c)  any liability for federal, state or local taxes or other taxes, owed by the Company.  

  
(d)  accounts payable or other liabilities owed or owing by the Company to trade 

creditors (including guarantees thereof or instruments evidencing such liabilities);  
  

(e)  amounts owed by the Company for compensation to employees or for services 
rendered to the Company;  

  
(f)  Indebtedness of the Company to any Subsidiary or any other Affiliate of the 

Company or any of such Affiliate’s Subsidiaries;  
  

(g)  Capital Stock of the Company, including Redeemable Capital Stock; and  
  

(h)  Indebtedness of the Company which, when incurred and without regard to any 
election under Section 1111(b) of Title 11 of the United States Code, is without 
recourse to the Company.  

  
“Significant Subsidiary” means any Subsidiary that would be, as of the date of the 
applicable action set forth in this Note, a “significant subsidiary” of the Company within 
the meaning of Rule 1-02(w) of Regulation S-X promulgated by the SEC.  

  
“Stated Maturity”, when used with respect to any Note, means the date specified in such 
Note as the fixed date on which the principal of such Note is due and payable.  

  
“Subsidiary” means, with respect to any Person, (i) a corporation, a majority of whose 
Capital Stock with voting power, under ordinary circumstances, to elect directors is, at 
the date of determination, directly or indirectly owned by such Person, by one or more 
Subsidiaries of such Person or by such Person and one or more Subsidiaries of such 
Person, (ii) a partnership in which such Person or a Subsidiary of such Person holds a 
majority interest in the equity capital or profits of such partnership, or (iii) any other 
entity (other than a corporation) in which such Person, a Subsidiary of such Person or 
such Person and one or more Subsidiaries of such Person, directly or indirectly, at the 
date of determination, has (x) at least a majority ownership interest or (y) the power to 
elect or direct the election of a majority of the directors or other governing body of such 
entity.  

  
  “Trading Day” means a day during which trading in securities generally occurs on the 

Nasdaq National Market or, if the Common Stock is not listed on a national or regional 
securities exchange, on the National Association of Securities Dealers Automated 
Quotation System, or, if the Common Stock is not quoted on the National Association of 
Securities Dealers Automated Quotation System, on the principal other market on which 
the Common Stock is then traded.  

  



  “United States” means the United States of America (including the States and the District 
of Columbia), its territories, its possessions and other areas subject to its jurisdiction (its 
“possessions” including Puerto Rico, the U.S. Virgin Islands, Guam, American Samoa, 
Wake Island and the Northern Mariana Islands).   

 
 
 
 
 
 
 
 
 
 
 



Convertible Note 
 

THE SECURITY EVIDENCED HEREBY HAS NOT BEEN REGISTERED UNDER 
THE U.S. SECURITIES ACT OF 1933, AS AMENDED (THE “SECURITIES ACT”). THE 
HOLDER HEREOF, BY PURCHASING THIS NOTE, AGREES FOR THE BENEFIT OF 
GNCC CAPITAL, INC. (THE “COMPANY”) THAT THIS NOTE MAY NOT BE RESOLD, 
PLEDGED OR OTHERWISE, OTHER THAN (1) TO THE COMPANY, (2) SO LONG AS 
THIS NOTE IS ELIGIBLE FOR RESALE PURSUANT TO RULE 144A UNDER THE 
SECURITIES ACT (“RULE 144A”), TO A PERSON WHOM THE SELLER REASONABLY 
BELIEVES IS A QUALIFIED INSTITUTIONAL BUYER WITHIN THE MEANING OF 
RULE 144A, PURCHASING FOR ITS OWN ACCOUNT OR FOR THE ACCOUNT OF A 
QUALIFIED INSTITUTIONAL BUYER TO WHOM NOTICE IS GIVEN THAT THE 
RESALE, PLEDGE OR OTHER TRANSFER IS BEING MADE IN RELIANCE ON RULE 
144A, (3) TO AN INSTITUTIONAL ACCREDITED INVESTOR” AS DEFINED IN RULE 
501 (A)(1), (2), (3) OR (7) OF RULE 501 UNDER THE SECURITIES ACT 
(“INSTITUTIONAL ACCREDITED INVESTOR”) THAT IS ACQUIRING THIS NOTE FOR 
INVESTMENT PURPOSES AND NOT FOR DISTRIBUTION, AND THAT, PRIOR TO 
SUCH TRANSFER, DELIVERS TO THE COMPANY AND THE AGENT A SIGNED 
LETTER CONTAINING CERTAIN REPRESENTATIONS AND AGREEMENTS RELATING 
TO THE RESTRICTIONS ON TRANSFER OF THE NOTE EVIDENCED HEREBY (THE 
FORM OF WHICH LETTER MAY BE OBTAINED FROM THE AGENT), (4) PURSUANT 
TO RULE 144 UNDER THE SECURITIES ACT, (5) PURSUANT TO ANOTHER 
AVAILABLE EXEMPTION FROM REGISTRATION UNDER THE SECURITIES ACT OR 
(6) PURSUANT TO AN EFFECTIVE REGISTRATION STATEMENT UNDER THE 
SECURITIES ACT, IN EACH CASE IN ACCORDANCE WITH ANY APPLICABLE 
SECURITIES LAWS OF ANY STATE OF THE UNITED STATES PRIOR TO A TRANSFER 
OF THIS NOTE (OTHER THAN A TRANSFER PURSUANT TO CLAUSE (6) ABOVE), 
THE HOLDER OF THIS NOTE MUST, PRIOR TO SUCH TRANSFER, FURNISH TO THE 
COMPANY AND THE TRANSFER AGENT SUCH CERTIFICATES AND OTHER 
INFORMATION AND LEGAL OPINIONS AS THEY MAY REASONABLY REQUIRE. THE 
HOLDER HEREOF, BY PURCHASING THIS NOTE, REPRESENTS AND AGREES FOR 
THE BENEFIT OF THE COMPANY THAT IT IS AN ACCREDITED INVESTOR OR A 
QUALIFIED INSTITUTIONAL BUYER AND THAT IT IS HOLDING THIS NOTE FOR 
INVESTMENT PURPOSES AND NOT FOR DISTRIBUTION. IN ANY CASE THE 
HOLDER HEREOF WILL NOT, DIRECTLY OR INDIRECTLY, ENGAGE IN ANY 
HEDGING TRANSACTION WITH REGARD TO THIS NOTE OR ANY COMMON STOCK 
ISSUABLE UPON CONVERSION OF THIS NOTE EXCEPT AS PERMITTED BY THE 
SECURITIES ACT. 
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Capitalized terms used herein but not defined shall have the meanings assigned to them in 
Exhibit D attached hereto and incorporated by reference herein unless otherwise indicated.  
  
1. Cash Interest.  
  
  The Company promises to pay interest at the Interest Rate in cash on the principal 

amount of this Note. The Company will pay cash interest semiannually in arrears on June 
30 and December 31 of each year (each an “Interest Payment Date”), beginning on 
December 31, 2013, to Holders of record at the close of business on the preceding June 
15 and December 15 (whether or not a business day) (each a “Regular Record Date”), as 
the case may be, immediately preceding such Interest Payment Date. Cash interest on the 
Notes will accrue from the most recent date to which interest has been paid or duly 
provided or, if no interest has been paid, from the Issue Date. Cash interest will be 
computed on the basis of a 360-day year of twelve 30-day months. The Company shall 
pay cash interest on overdue principal at the rate borne by the Notes, and it shall pay 
interest in cash on overdue installments of cash interest at the same rate to the extent 
lawful. All such overdue cash interest shall be payable on demand. Upon conversion, 
accrued and unpaid interest shall be deemed paid in full rather than cancelled, 
extinguished or forfeited.  

  
2. Method of Payment.  
  

The Company will make payments in respect of the principal of, and cash interest on this 
Note and in respect of Redemption Prices, if any, to Holders who surrender Notes to a 
Paying Agent to collect such payments in respect of the Notes. The Company will pay 
cash amounts in money of the United States that at the time of payment is legal tender for 
payment of public and private debts. However, the Company may make such cash 
payments by check or wire transfer payable in such money. Any payment required to be 
made on any day that is not a Business Day will be made on the next succeeding 
Business Day.  

  
3. Paying Agent, Conversion Agent and Registrar.  
  

Initially, the Agent will act as Paying Agent, Conversion Agent and Registrar. The 
Company may appoint and change any Paying Agent, Conversion Agent, Registrar or co-
registrar without notice, other than notice to the Agent, which shall initially be an office 
or agency of the Agent. The Company or any of its Subsidiaries or any of their Affiliates 
may act as Paying Agent, Conversion Agent, Registrar or co-registrar.  

  
4. The Notes  
  

The Notes are general unsecured subordinated obligations of the Company limited to 
US$2,000,000 (Two million dollars) aggregate principal amount plus any additional 
accrued interest on these Notes. The Company may incur other Indebtedness, secured or 
unsecured.  

  



5. Optional Redemption.  
  

This Note is not redeemable prior to June 17, 2016. On and after June 17, 2016, the 
Company may at its option, redeem the Notes in whole or in part at any time or in part 
from time to time, in cash. If the Company redeems the Notes at its option, the Notes will 
be redeemed at a redemption price equal to 100% (One hundred percent) of the principal 
amount (the “Redemption Price”), plus accrued and unpaid interest, if any, to (but not 
including) the Redemption Date. If a Redemption Date is after a Regular Record Date but 
on or prior to the corresponding Interest Payment Date, the accrued and unpaid interest 
becoming due on such date shall be payable to the Holders of such Notes, or one or more 
predecessor Notes, registered as such on the relevant Regular Record Date according to 
their terms, and the Redemption Price shall not include such interest payment. If fewer 
than all the Notes are to be redeemed, the Agent shall select the particular Notes to be 
redeemed from the outstanding Notes by lot or shall redeem each note proportionally.  

  
On and after the Redemption Date, interest ceases to accrue on Notes or portions of Notes 
called for redemption, unless the Company defaults in the payment of the Redemption 
Price and accrued and unpaid interest.  

  
30 (Thirty) days prior notice of redemption will be given by the Company to the Holders 
at their registered address of record.  

  
No sinking fund is provided for the Notes.  

   
 6. Conversion.  
  

Except as set forth in the next sentence, a Holder of a Note may convert such Note (or 
any portion thereof equal to US$1,000 or any integral multiple of US$1,000 in excess 
thereof) into Common Stock at any time at the Conversion Rate then in effect. If such 
Note is called for redemption, such conversion right shall terminate at the close of 
business on the second Business Day prior to the Redemption Date for such Note (unless 
the Company shall default in making the redemption payment when due, in which case 
the conversion right shall terminate at the close of business on the date such default is 
cured and such Note is redeemed).  

  
The number of shares of Common Stock issuable upon conversion of a Note shall be 
determined by dividing the principal amount of the Note or portion thereof surrendered 
for conversion by US$1,000, and then multiplying the quotient by the Conversion Rate in 
effect on the Conversion Date. The “Conversion Rate” is based on the average trading 
price as reported for the 5 (Five) trading days preceding the date of conversion.   The 
Company shall pay cash adjustment in lieu of any fractional share of Common Stock.  

  
 
 
 
 



To convert a Certificated Note, a Holder must (1) complete and manually sign a 
conversion notice in the form of Exhibit A hereto (or complete and manually sign a 
facsimile of such notice) and deliver such notice to the Conversion Agent, (2) surrender 
the Note to the Conversion Agent, (3) furnish appropriate endorsements and transfer 
documents if required by the Conversion Agent, the Company or the Agent and (4) pay 
any transfer or similar tax, if required.  

 
7. Adjustment of Conversion Rate  
  

  The Conversion Rate shall be subject to adjustments, calculated by the Company, from 
time to time as follows:  

  
(a)  In case the Company shall hereafter pay a dividend or make a distribution to all 

holders of the outstanding Common Stock in shares of Common Stock, the 
Conversion Rate in effect at the opening of business on the date following the 
date fixed for the determination of stockholders entitled to receive such dividend 
or other distribution shall be increased by multiplying such Conversion Rate by a 
fraction:  

  
(1)  the numerator of which shall be the sum of the number of shares of 

Common Stock outstanding at the close of business on the Record Date 
fixed for such determination and the total number of shares constituting 
such dividend or other distribution, and  

  
(2)  The denominator of which shall be the sum of such number of shares.  

  
Such increase shall become effective immediately after the opening of business on the 
day following the Record Date. If any dividend or distribution of the type described in 
this paragraph 7(a) is declared but not so paid or made, the Conversion Rate shall again 
be adjusted to the Conversion Rate which would then be in effect if such dividend or 
distribution had not been declared.  

  
(b)  In case the outstanding shares of Common Stock shall be subdivided into a 

greater number of shares of Common Stock (commonly referred to as a “forward 
split”), the Conversion Rate in effect at the opening of business on the day 
following the day upon which such subdivision becomes effective shall be 
proportionately increased, and in case outstanding shares of Common Stock shall 
be combined into a smaller number of shares of Common Stock (commonly 
referred to as a “reverse split”), the Conversion Rate in effect at the opening of 
business on the day following the day upon which such combination becomes 
effective shall be reduced, in each such case, by multiplying such Conversion 
Rate by a fraction, the numerator of which shall be the number of shares of 
Common Stock outstanding immediately after giving effect to such subdivision or 
combination and the denominator of which shall be the number of shares of 
Common Stock outstanding immediately prior to such subdivision or 
combination. Such reduction or increase, as the case may be, to become effective 



immediately after the opening of business on the day following the day upon 
which such subdivision or combination becomes effective.  

 
(c) In case the Company shall issue rights or warrants to all holders of its outstanding 

shares of Common Stock entitling them (for a period of not more than 60 days) to 
subscribe for or purchase shares of Common Stock (or securities convertible into 
Common Stock) at a price per share (or having a Conversion Price per share) less 
than the Current Market Price on the Record Date fixed for the determination of 
stockholders entitled to receive such rights or warrants, the Conversion Rate shall 
be adjusted so that the same shall equal the price determined by multiplying the 
Conversion Rate in effect at the opening of business on the date after such Record 
Date by a fraction:  

  
(1)  the numerator of which shall be the number of shares of Common Stock 

outstanding on the close of business on the Record Date plus the total 
number of additional shares of Common Stock so offered for subscription 
or purchase (or into which the convertible securities so offered are 
convertible), and  

  
(2)  the denominator of which shall be the number of shares of Common Stock 

outstanding at the close of business on the Record Date plus the number of 
shares which the aggregate offering price of the total number of shares so 
offered for subscription or purchase (or the aggregate Conversion Price of 
the convertible securities so offered) would purchase at such Current 
Market Price.  

  
Such adjustment shall become effective immediately after the opening of business 
on the day following the Record Date fixed for determination of stockholders 
entitled to receive such rights or warrants. To the extent that shares of Common 
Stock (or securities convertible into Common Stock) are not delivered pursuant to 
such rights or warrants, upon the expiration or termination of such rights or 
warrants the Conversion Rate shall be readjusted to the Conversion Rate which 
would then be in effect had the adjustments made upon the issuance of such rights 
or warrants been made on the basis of the delivery of only the number of shares of 
Common Stock (or securities convertible into Common Stock) actually delivered. 
In the event that such rights or warrants are not so issued, the Conversion Rate 
shall again be adjusted to be the Conversion Rate which would then be in effect if 
such date fixed for the determination of stockholders entitled to receive such 
rights or warrants had not been fixed. In determining whether any rights or 
warrants entitle the holders to subscribe for or purchase shares of Common Stock 
at less than such Current Market Price, and in determining the aggregate offering 
price of such shares of Common Stock, there shall be taken into account any 
consideration received for such rights or warrants, the value of such consideration 
if other than cash, to be determined by the Board of Directors.  

  



(d)  In case the Company shall, by dividend or otherwise, distribute to all holders of 
its Common Stock shares of any class of capital stock of the Company (other than 
any dividends or distributions to which paragraph 7(a) applies) or evidences of its 
indebtedness or other assets, including securities, but excluding (1) any rights or 
warrants referred to in paragraph 7(c) and (3) dividends and distributions paid 
exclusively in cash referred to in paragraph 7(e) (the securities described in 
foregoing clauses (1)and (2) hereinafter in this paragraph 7(d) called the 
“excluded securities”), then, in each such case, subject to the second succeeding 
paragraph of this paragraph 7(d), the Conversion Rate shall be adjusted so that the 
same shall be equal to the price determined by multiplying the Conversion Rate in 
effect immediately prior to the close of business on the Record Date with respect 
to such distribution by a fraction:  

  
(1)  The numerator of which shall be such Current Market Price, and  

  
(2)  The denominator of which shall be the Current Market Price on such date, 

less the fair market value (as determined by the Board of Directors, whose 
determination shall be conclusive and set forth in a Board Resolution) on  

  

 
Such date of the portion of the securities or other assets so distributed (other than excluded
securities) applicable to one share of Common Stock (determined on the basis of the number
of shares of the Common Stock outstanding on the Record Date).  

  
Such increase shall become effective immediately prior to the opening of business on the 
day following the Record Date. However, in the event that the then fair market value (as 
so determined) of the portion of the securities so distributed (other than excluded 
securities) applicable to one share of Common Stock is equal to or greater than the 
Current Market Price on the Record Date, in lieu of the foregoing adjustment, adequate 
provision shall be made so that each Holder shall have the right to receive upon 
conversion of a Note (or any portion thereof) the amount of securities so distributed 
(other than excluded securities) such Holder would have received had such Holder 
converted such Note (or portion thereof) immediately prior to such Record Date. In the 
event that such dividend or distribution is not so paid or made, the Conversion Rate shall 
again be adjusted to be the Conversion Rate which would then be in effect if such 
dividend or distribution had not been declared.  

  
If the Board of Directors determines the fair market value of any distribution for purposes 
of this paragraph 7(d) by reference to the actual or when issued trading market for any 
securities comprising all or part of such distribution (other than excluded securities), it 
must in doing so consider the prices in such market over the same period (the “Reference 
Period”) used in computing the Current Market Price pursuant to paragraph 7(g) to the 
extent possible, unless the Board of Directors in a Board Resolution determines in good 
faith that determining the fair market value during the Reference Period would not be in 
the best interests of the Holder.  

  



For purposes of this paragraph 7(d) and paragraphs 7(a), 7(b) and 7(c), any dividend or 
distribution to which this paragraph 7(d) is applicable that also includes shares of 
Common Stock, a subdivision or combination of Common Stock to which paragraph 7(b) 
applies, or rights or warrants to subscribe for or purchase shares of Common Stock (or 
securities convertible into Common Stock) to which paragraph 7(c) applies (or any 
combination thereof), shall be deemed instead to be:  

  
(1)  a dividend or distribution of the evidences of indebtedness, assets, shares 

of capital stock, rights or warrants other than such shares of Common 
Stock, such subdivision or combination or such rights or warrants to which 
paragraphs 7(a), 7(b) and7(c) apply, respectively (and any Conversion 
Rate increase required by this paragraph 7(d) with respect to such 
dividend or distribution shall then be made), immediately followed by  

  
(2)  a dividend or distribution of such shares of Common Stock, such 

subdivision or combination or such rights or warrants (and any further 
Conversion Rate increase required by paragraphs 7(a), 7(b) and 7(c) with 
respect to such dividend or distribution shall then be made), except:  

  
(A)  the Record Date of such dividend or distribution shall be substituted as (x) 

“the date fixed for the determination of stockholders entitled to receive 
such dividend or other distribution”, “Record Date fixed for such 
determinations” and “Record Date” within the meaning of paragraph 7(a), 
(y) “the day upon which such subdivision becomes effective” and “the day 
upon which such combination becomes effective” within the meaning of 
paragraph 7(b), and (z) as “the date fixed for the determination of 
stockholders entitled to receive such rights or warrants”, “the Record Date 
fixed for the determination of the stockholders entitled to receive such 
rights or warrants” and such “Record Date” within the meaning of 
paragraph 7(c), and  

  
(B)  any shares of Common Stock included in such dividend or distribution 

shall not be deemed “outstanding at the close of business on the date fixed 
for such determination” within the meaning of paragraph 7(a) and any 
increase or reduction in the number of shares of Common Stock resulting 
from such subdivision or combination shall be disregarded in connection 
with such dividend or distribution.  

  
(e)  In case the Company shall, by dividend or otherwise, distribute to all holders of 

its Common Stock, cash (excluding any cash that is distributed as part of a 
distribution referred to in paragraph 7(d) hereof), then and in each such case, 
immediately after the close of business on such date, the Conversion Rate shall be 
increased so that the same shall equal the price determined by multiplying the 
Conversion Rate in effect immediately prior to the close of business on such 
Record Date by a fraction:  

  



(i)  The numerator of which shall be equal to the Current Market Price on 
such Record Date, and  

 (ii) the denominator of which shall be equal to the Current Market Price on 
the Record Date less an amount equal to the quotient of (x) the aggregate 
amount of the cash distributed and (y) the number of shares of Common 
Stock outstanding on the Record Date.  

  
In the event that such dividend or distribution is not so paid or made, the 
Conversion Rate shall again be adjusted to be the Conversion Rate which would 
then be in effect if such dividend or distribution had not been declared.  

  
(f)  In case the Company or any of its Subsidiaries pays holders of the Common Stock 

in respect of a tender offer or exchange offer, other than an odd-lot offer, by the 
Company or any of its Subsidiaries for shares of Common Stock to the extent that 
the cash and fair market value of any other consideration included in the payment 
per share of Common Stock exceeds the Sale Price per share of Common Stock 
on the Trading Day next succeeding the last date on which tenders or exchanges 
may be made pursuant to such tender offer or exchange offer (the “Expiration 
Time”), then, and in each such case, the Conversion Rate shall be adjusted so that 
the same shall equal the price determined by multiplying the Conversion Rate in 
effect immediately prior to close of business on the date of the Expiration Time 
by a fraction:  

  
(1)  the numerator of which shall be the sum of (x) the fair market value 

(determined as aforesaid) of the aggregate consideration payable to 
stockholders based on the acceptance (up to any maximum specified in the 
terms of the tender offer or exchange offer) of all shares validly tendered 
or exchanged and not withdrawn as of the Expiration Time (the shares 
deemed so accepted, up to any such maximum, being referred to as the 
“Purchased Shares”) and (y) the product of the number of shares of 
Common Stock outstanding (less any Purchased Shares) at the Expiration 
Time and the Sale Price of the Common Stock on the Trading Day next 
succeeding the Expiration Time, and  

  
(2)  the denominator of which shall be the number of shares of Common Stock 

outstanding (including any tendered or exchanged shares) at the 
Expiration Time multiplied by the Sale Price of the Common Stock on the 
Trading Day next succeeding the Expiration Time.  

  
Such increase (if any) shall become effective immediately prior to the opening of 
business on the day following the Expiration Time. In the event that the Company 
is obligated to purchase shares pursuant to any such tender offer or exchange 
offer, but the Company is permanently prevented by applicable law from effecting 
any such purchases or all such purchases are rescinded, the Conversion Rate shall 
again be adjusted to be the Conversion Rate which would then be in effect if such 
tender offer or exchange offer had not been made. If the application of this 



paragraph 7(f) to any tender offer or exchange offer would result in an increase in 
the Conversion Rate, no adjustment shall be made for such tender offer or 
exchange offer under this paragraph 7(f).  
 

 (g)  For purposes of this paragraph 7, the following terms shall have the 
meanings indicated:  

  
“Current Market Price” shall mean the average of the daily Sale Prices per share 
of Common Stock for the 5 (Five) consecutive Trading Days ending not later than 
the earlier of the date immediately prior to the date in question and the day before 
the “ex” date with respect to the issuance, distribution, subdivision or 
combination requiring such computation. If another issuance, distribution, 
subdivision or combination to which paragraph 7 applies occurs during the period 
applicable for calculating “Current Market Price” pursuant to the preceding 
definition, then “Current Market Price” shall be appropriately adjusted to reflect 
the impact of such issuance, distribution, subdivision or combination on the Sale 
Price of the Common Stock during such period. For purposes of this paragraph, 
the term “ex” date, when used:  

  
(A)  With respect to any issuance or distribution, means the first date on 

which the Common Stock trades regular way on the relevant 
exchange or in the relevant market from which the Sale Price was 
obtained without the right to receive such issuance or distribution;  

  
(B)  with respect to any subdivision or combination of shares of 

Common Stock, means the first date on which the Common Stock 
trades regular way on such exchange or in such market after the 
time at which such subdivision or combination becomes effective, 
and  

  
(C)  with respect to any tender or exchange offer, means the first date 

on which the Common Stock trades regular way on such exchange 
or in such market after the Expiration Time of such offer.  

  
Notwithstanding the foregoing, whenever successive adjustments to the 
Conversion Rate are called for pursuant to this paragraph 7, such adjustments 
shall be made to the Current Market Price as may be necessary or appropriate to 
effectuate the intent of this paragraph 7 and to avoid unjust or inequitable results 
as determined in good faith by the Board of Directors.  

  
(2)  “Fair market value” shall mean the amount which a willing buyer would 

pay a willing seller in an arm’s length transaction.  
  
 
 
 



(3)  “Record Date” shall mean for purposes of this paragraph 7, with respect to 
any dividend, distribution or other transaction or event in which the 
holders of Common Stock have the right to receive any cash, securities or 
other property or in which the Common Stock (or other applicable 
security) is exchanged for or converted into any combination of cash, 
securities or other property, the date fixed for determination of 
stockholders entitled to receive such cash, securities or other property 
(whether such date is fixed by the Board of Directors or by statute, 
contract or otherwise).  

  
(h)  The Company may make such increases in the Conversion Rate, in addition to 

those required by paragraph 7(a), (b), (c), (d), (e) or (f), as the Board of Directors 
considers to be advisable to avoid or diminish any income tax to holders of 
Common Stock or rights to purchase Common Stock resulting from any dividend 
or distribution of stock (or rights to acquire stock) or from any event treated as 
such for income tax purposes.  

  
To the extent permitted by applicable law, the Company from time to time may increase 
the Conversion Rate by any amount for any period of time if the period is at least 20 
(Twenty) days and the increase is irrevocable during the period and the Board of 
Directors determines in good faith that such increase would be in the best interests of the 
Company, which determination shall be conclusive and set forth in a Board Resolution. 
Whenever the Conversion Rate is increased pursuant to the preceding sentence, the 
Company shall mail to the Agent and each Holder at the address of such Holder as it 
appears in the Register a notice of the increase at least 15 (Fifteen) days prior to the date 
the increased Conversion Rate takes effect, and such notice shall state the increased 
Conversion Rate and the period during which it will be in effect.  

  
(i)  No adjustment in the Conversion Rate shall be required unless such adjustment 

would require an increase or decrease of at least 1% (One percent) in the 
Conversion Price then in effect; provided, however, that any adjustments which 
by reason of this paragraph 7(i) are not required to be made shall be carried 
forward and taken into account in any subsequent adjustment. In the event that, on 
the date that is five Business Days prior to the maturity of the Notes (whether at 
Stated Maturity or otherwise), an adjustment has been carried forward pursuant to 
the preceding sentence but has not yet been taken into account in an adjustment to 
the Conversion Rate and notwithstanding the first sentence of this paragraph (i), 
an adjustment to the Conversion Rate will be made on such date in accordance 
with the relevant paragraph of this paragraph 7. All calculations under this Article 
10 shall be made by the Company and shall be made to the nearest cent or to the 
nearest one hundredth of a share, as the case may be. No adjustment need be 
made for a change in the par value or no par value of the Common Stock. No 
adjustment in the Conversion Rate shall be required if the Holders participate in 
the transactions that would otherwise lead to an adjustment in the Conversion 
Rate pursuant to this paragraph 7.  

  



(j)  In any case in which this paragraph 7 provides that an adjustment shall become 
effective immediately after a Record Date for an event, the Company may defer 
until the occurrence of such event (i) issuing to the Holder of any Note converted 
after such Record Date and before the occurrence of such event the additional 
shares of Common Stock issuable upon such conversion by reason of the 
adjustment required by such event over and above the Common Stock issuable 
upon such conversion before giving effect to such adjustment and (ii) paying to 
such Holder any amount in cash in lieu of any fraction.  

  
(k)  For purposes of this paragraph 7, the number of shares of Common Stock at any 

time outstanding shall not include shares held in the treasury of the Company but 
shall include shares issuable in respect of scrip certificates issued in lieu of 
fractions of shares of Common Stock. The Company will not pay any dividend or 
make any distribution on shares of Common Stock held in the treasury of the 
Company.  

  
(l)  Whenever the Conversion Rate is adjusted as herein provided (other than in the 

case of an adjustment pursuant to the second paragraph of paragraph 7(h) for 
which the notice required by such paragraph has been provided), the Company 
shall promptly file with the Agent and any Conversion Agent other than the Agent 
an Officers’ Certificate setting forth the adjusted Conversion Rate and showing in 
reasonable detail the facts upon which such adjustment is based. Promptly after 
delivery of such Officers’ Certificate, the Company shall prepare a notice stating 
that the Conversion Rate has been adjusted and setting forth the adjusted 
Conversion Rate and the date on which each adjustment becomes effective, and 
shall mail, or cause the Agent to mail, at the Company’s expense, such notice to 
each Holder at the address of such Holder as it appears in the Register within 20 
(twenty) days of the effective date of such adjustment. Failure to deliver such 
notice shall not affect the legality or validity of any such adjustment.  

   
8. Denominations; Assignment; Transfer; Exchange.  
  

The Notes are in fully registered form, without coupons, in denominations of US$1,000 
of principal amount and whole multiples of US$1,000. The Registrar may require a 
Holder, in order to assign, transfer or exchange Notes, among other things, to furnish 
appropriate endorsements and assignment or transfer documents (in the form of Exhibit B 
or Exhibit C attached hereto, as applicable) and to pay any taxes and fees required by 
law. The Registrar need not transfer or exchange any Notes selected for redemption 
(except, in the case of a Note to be redeemed in part, the portion of the Note not to be 
redeemed) or any Notes for a period of 15 (Fifteen) days before the mailing of a notice of 
redemption of Notes to be redeemed.  

  
9. Persons Deemed Owners.  
  

The registered Holder of this Note shall be treated as the owner of this Note for all 
purposes.  



 10. Unclaimed Money or Notes.  
  
  The Agent and the Paying Agent shall return to the Company upon written request any 

money, Notes or shares of Common Stock held by them for the payment of any amount 
with respect to the Notes that remains unclaimed for two years, subject to applicable 
unclaimed property law. After such return to the Company, Holders entitled to the money 
or Notes must look to the Company for payment as general creditors unless an applicable 
abandoned property law designates another person.  

  
11. Amendment; Waiver.  
  

Except as set forth below, (i) this Note may be amended with the written consent of the 
Holders of not less than a majority in aggregate principal amount of the Notes at the time 
outstanding and (ii) certain Defaults may be waived with the written consent of the 
Holders of not less than a majority in aggregate principal amount of the Notes at the time 
outstanding. Without the consent of any Holder, the Company and the Agent may amend 
the Notes to, among other things, cure any ambiguity, omission, defect or inconsistency, 
to provide for uncertificated Notes in addition to or in place of certificated Notes or to 
make any change that does not adversely affect the rights of any Holder. The foregoing 
notwithstanding, without the consent of the Holder of this Note, no amendment may be 
made reducing the principal or the Interest Rate of this Note or extending the Stated 
Maturity of this Note. 

  
12. Defaults and Remedies.  
  

Events of Default include (1) the Company fails to pay when due the principal of any of 
the Notes at Stated Maturity, upon redemption or otherwise; (2) the Company fails to pay 
an installment of interest on any of the Notes that continues for 30 (Thirty) days after the 
date when due; (3) the Company fails to deliver shares of Common Stock, together with 
cash in lieu of fractional shares, when such Common Stock or cash in lieu of fractional 
shares is required to be delivered upon conversion of a Note and such failure continues 
for 10 days after written notice of default is given to the Company by the Agent or to the 
Company and the Agent by the Holder of such Note; (4) the Company fails to perform or 
observe any other term, covenant or agreement contained in the Notes for a period of 60 
(Sixty) days after written notice of such failure, requiring the Company to remedy the 
same, shall have been given to the Company by the Agent or to the Company and the 
Agent by the Holders of at least 50% (Fifty percent) in aggregate principal amount of the 
Notes then outstanding (a “Notice of Default”); (5) in the event of bankruptcy, insolvency 
or reorganization with respect to the Company or any Significant Subsidiary and (6) the 
Company’s filing of, or any Significant Subsidiaries’ filing of, a voluntary petition 
seeking liquidation, reorganization arrangement, readjustment of debts or for any other 
relief under the federal bankruptcy code.  If an Event of Default (other than an Event of 
Default specified in clause (5) or (6) of this paragraph 12) occurs and is continuing, the 
Agent, or the Holders of at least 50% (Fifty percent) in aggregate principal amount of the 
Notes at the time outstanding, may declare all the Notes to be due and payable 
immediately. An Event of Default under clause (5) or (6) of this paragraph 12 will result 



in the Notes becoming due and payable immediately upon the occurrence of such Events 
of Default.  

  
Holders may not enforce this Note, except with the approval of Holders of a majority in 
aggregate principle amount of the Notes. The Agent may refuse to enforce the Notes 
unless it receives reasonable indemnity or security.  

  
13. Subordination.  
  

The payment of principal of and interest on the Notes will be subordinated in right of 
payment to the prior payment in full in cash or cash equivalents (or otherwise to the 
extent Holders accept satisfaction of amounts due by settlement in other than cash or cash 
equivalents) of all Senior Indebtedness whether outstanding on the date of this Note or 
thereafter incurred.  

  
14. Agent Dealings with the Company.  
  

The Agent, in its individual or any other capacity, may become the owner or pledgee of 
Notes and may otherwise deal with and collect obligations owed to it by the Company or 
its Affiliates and may otherwise deal with the Company or its Affiliates with the same 
rights it would have if it were not Agent.  

 
   
15. No Recourse Against Others.  
  

A director, officer, employee or stockholder, as such, of the Company shall not have any 
liability for any obligations of the Company under the Notes or for any claim based on, in 
respect of or by reason of such obligations or their creation. By accepting a Note, each 
Holder waives and releases all such liability. The waiver and release are part of the 
consideration for the issue of the Notes.  

   
16. Abbreviations.  
  

Customary abbreviations may be used in the name of a Holder or an assignee, such as 
TEN COM (=tenants in common), TEN ENT (=tenants by the entireties), JT TEN (=joint 
tenants with right of survivorship and not as tenants in common), CUST (=custodian), 
and U/G/M/A (=Uniform Gift to Minors Act).  

  
17. GOVERNING LAW.  
  

THIS NOTE WILL BE GOVERNED BY, AND CONSTRUED IN ACCORDANCE 
WITH THE LAWS OF THE STATE OF NEVADA.  

  
 

  



Exhibit A 
 

CONVERSION NOTICE 
  
To convert this Note into Common Stock of the Company, check the box:  
  
To convert only part of this Note, state the principal amount to be converted (which must be 
US$1,000 or an integral multiple of US$1,000):  
  
US$                                               
  
If you want the stock certificate made out in another person’s name, fill in the form below:  
  
 
 
  

 
  

 
(Insert other person’s social sec. or tax ID no.) 

 
  

 
  

 
  

 
  

 
  

(Print or type other person’s name, address and zip code)  
  
� If you want the stock certificate made out in another person’s name, you are required to

complete and deliver to the Conversion Agent a duly completed Transfer Certificate which is
in the form of Exhibit B to this Note.  

 



EXHIBIT B 
 

ASSIGNMENT FORM 
  

For value received                                          hereby sell(s), assign(s), and transfer(s) 
unto                                               (Please insert social security or other Taxpayer Identification 
Number of assignee) the within Note, and hereby irrevocably constitutes and 
appoints                                               attorney to transfer the said Note on the books of the 
Company, with full power of substitution in the premises.  
  

In connection with the transfer of this Note, the undersigned registered owner of this Note 
hereby certifies with respect to US$                                              principal amount of this Note 
presented or surrendered on the date hereof (the “Surrendered Note”) for registration of transfer, 
or for exchange where the Notes issuable upon such transfer or exchange are to be registered in a 
name other than that of the undersigned registered owner (each such transaction being a 
“transfer”), that such transfer complies with the restrictive legend set forth on the face of the 
Surrendered Note for the reason checked below:  
  
  � A transfer of the Surrendered Note is made to the Company; or  
  

  
� The transfer of the Surrendered Note complies with Rule 144A under the U.S. Securities

Act of 1933, as amended (the “Securities Act”); or  
  

  
� The transfer of the Surrendered Note complies with Rule 501(a)(1), (2), (3) or (7) of Rule

501 under the Securities Act; or  
  

  
� The transfer of the Surrendered Note is pursuant to an effective registration statement

under the Securities Act, or  
  

  
� The transfer of the Surrendered Note is pursuant to another available exemption from the

registration requirement of the Securities Act,  
  

and unless the box below is checked, the undersigned confirms that, to the undersigned’s 
knowledge, the Surrendered Note is not being transferred to an “affiliate” of the Company 
as defined in Rule 144 under the Securities Act (an “Affiliate”).  

  
  � The transferee is an Affiliate of the Company.  
  
      
Dated:           
       
             
             
         
  

  
  

     
Signature(s) 
  



Signature(s) must be guaranteed by an 
“eligible guarantor institution” meeting 
the requirements of the Registrar, which 
requirements include membership or 
participation in the Security Transfer 
Agent Medallion Program (“STAMP”) or 
such other “signature guarantee program” 
as may be determined by the Notes 
registrar in addition to, or in substitution 
for, STAMP, all in accordance with the 
Securities Exchange Act of 1934, as 
amended. 

  
  



Exhibit C 
 

Transfer Certificate 
  

In connection with any transfer (or exchange or conversion as provided below) of any of the 
Notes, the undersigned registered owner of this Note hereby certifies with respect to 
US$                             principal amount of the above-captioned Notes presented or surrendered 
on the date hereof (the “Surrendered Notes”) for registration of transfer, or for exchange or 
conversion where the Notes or Common Stock issuable upon such exchange or conversion, as 
the case may be, are to be registered in a name other than that of the undersigned registered 
owner (each such transaction being a “transfer”), that such transfer complies with the restrictive 
legend set forth on the face of the Surrendered Notes for the reason checked below:  
  
  � A transfer of the Surrendered Notes is made to the Company or any Subsidiaries; or  
  

  
� The transfer of the Surrendered Notes complies with Rule 144A under the U.S. Securities

Act of 1933, as amended (the “Securities Act”); or  
  

  
� The transfer of the Surrendered Note complies with Rule 501(a)(1), (2), (3) or (7) of Rule 

501 under the Securities Act; or  
  

  
� The transfer of the Surrendered Notes is pursuant to an effective registration statement

under the Securities Act, or  
  

  
� The transfer of the Surrendered Notes is pursuant to another available exemption from

the registration requirement of the Securities Act,  
  

and unless the box below is checked, the undersigned confirms that, to the undersigned’s 
knowledge, such Notes are not being transferred to an “affiliate” of the Company as defined 
in Rule 144 under the Securities Act (an “Affiliate”).  

  
  � The transferee is an Affiliate of the Company.  
  
DATE:                                                                
  

 
  
 
  

Signature(s) 
  
(If the registered owner is a corporation, partnership or fiduciary, the title of the Person signing 
on behalf of such registered owner must be stated.)  
  
  



Exhibit D 
 

Definitions 
  

“Affiliate” of any specified person means any other person directly or indirectly 
controlling or controlled by or under direct or indirect common control with such 
specified person. For purposes of this definition, “control” when used with respect to any 
specified person means the power to direct or cause the direction of the management and 
policies of such person, directly or indirectly, whether through the ownership of voting 
securities, by contract or otherwise; and the terms “controlling” and “controlled” have 
meanings correlative to the foregoing.  

 
“Agent” means the Company until a successor replaces it as agent with respect to the 
Notes and, thereafter, shall mean such successor. The foregoing sentence shall likewise 
apply to any subsequent such successor or successors.  

  
“Board of Directors” means either the board of directors of the Company or any duly 
authorized committee of such board.  

  
“Board Resolution” means a resolution duly adopted by the Board of Directors, a copy of 
which, certified by the Secretary or an Assistant Secretary of the Company to be in full 
force and effect on the date of such certification, shall have been delivered to the Agent.  

  
“Business Day” means each day of the year other than a Saturday or a Sunday on which 
banking institutions are not required or authorized to close in The City of New York.  

  
“Capital Stock” of any corporation means any and all shares, interests, rights to purchase, 
warrants, options, participations or other equivalents of or interests in (however 
designated) stock or other equity issued by that corporation.  

  
“Common Stock” means the Common Stock, par value US$0.00001 per share, of the 
Company as it exists on the date of this Note. Shares issuable on conversion of Notes 
shall include only shares of Common Stock or shares of any class or classes of common 
stock resulting from any reclassification or reclassifications thereof; provided, however, 
that if at any time there shall be more than one such of each such class then so issuable 
shall be substantially in the proportion which the total number of shares of such class 
resulting from all such reclassifications bears to the total number of shares of all such 
classes resulting from all such reclassifications.  

  
“Common stock” means any stock of any class of Capital Stock which has no preference 
in respect of dividends or of amounts payable in the event of any voluntary or involuntary 
liquidation, dissolution or winding up of the issuer.  

  
 
 



“Company” means the party named as the “Company” in the first paragraph of this Note 
until a successor replaces it pursuant to the applicable provisions of this Note, and, 
thereafter, “Company” shall mean such successor. The foregoing sentence shall likewise 
apply to any subsequent such successor or successors.  

   
“Conversion Agent” means any person authorized by the Company to convert Notes in 
accordance with Article 10 hereof. On the date of this Note, the Company hereby 
appoints the Agent as the Conversion Agent.  

  
“Conversion Price” means US$1,000 divided by the applicable Conversion Rate.  

  
“Conversion Value” for the Notes is equal to the product of (i) the Sale Price per share of 
the Common Stock on a given day and (ii) the then current Conversion Rate.   

   
“Default” means any event which is, or after notice or passage of time or both would be, 
an Event of Default.  

   
“Dollar” or “U.S.$” means a dollar or other equivalent unit in such coin or currency of 
the United States as at the time shall be legal tender for the payment of public and private 
debts.  

  
“GAAP” means United States generally accepted accounting principles as in effect from 
time to time.  

  
“Holder” means a person in whose name a Note is registered on the Registrar’s books.  

  
“Indebtedness” means, with respect to any person, without duplication:  

  
(1)  all obligations and other liabilities, contingent or otherwise, of such person 

for borrowed money (including overdrafts) to the extent such obligations 
and other liabilities would appear as a liability upon the consolidated 
balance sheet of such a person in accordance with GAAP or for the 
deferred purchase price of property or services, excluding any trade 
payables and other accrued current liabilities incurred in the ordinary 
course of business, but including, without limitation, all obligations, 
contingent or otherwise, of such person in connection with any letters of 
credit and acceptances issued under letter of credit facilities, acceptance 
facilities or other similar facilities;  

  
(2)  all obligations of such person evidenced by bonds, credit or loan 

agreements, notes, debentures or other similar instruments to the extent 
such obligations would appear as a liability upon the consolidated balance 
sheet of such a person in accordance with GAAP;  

  
 



(3)  indebtedness of such person created or arising under any conditional sale 
or other title retention agreement with respect to property acquired by such 
person (even if the rights and remedies of the seller or lender under such 
agreement in the event of default are limited to repossession or sale of 
such property), but excluding trade payables arising in the ordinary course 
of business;  

 
 (4)  All obligations and liabilities, contingent or otherwise, in respect of leases 

of the person required, in conformity with GAAP, to be accounted for as 
capitalized lease obligations on the consolidated balance sheet of the 
person;  

  
(5)  all net obligations of such person under or in respect of interest rate 

agreements, currency agreements or other swap, cap floor or collar 
agreements, hedge agreements, forward contracts or similar instruments or 
agreements or foreign currency, hedge, exchange or purchase or similar 
instruments or agreements;  

  
(6)  all indebtedness referred to in (but not excluded from) the preceding 

clauses (1) through (5) of other persons, the payment of which is secured 
by (or for which the holder of such indebtedness has an existing right, 
contingent or otherwise, to be secured by) any Lien on or with respect to 
property (including, without limitation, accounts and contract rights) 
owned by the referent person, even though such person has not assumed or 
become liable for the payment of such indebtedness (the amount of such 
obligation being deemed to be the lesser of the value of such property or 
asset or the amount of the obligation so secured);  

  
(7)  All guarantees by such person of indebtedness referred to in this definition 

or of any other person;  
  

(8)  All Redeemable Capital Stock of such person valued at the greater of its 
voluntary or involuntary maximum fixed purchase price plus accrued and 
unpaid dividends;  

  
(9)  the present value of the obligation of such person as lessee for net rental 

payments (excluding all amounts required to be paid on account of 
maintenance and repairs, insurance, taxes, assessments, water, utilities and 
similar charges to the extent included in such rental payments) during the 
remaining term of the lease included in any such sale and leaseback 
transaction including any period for which such lease has been extended 
or may, at the option of the lessor, be extended. Such present value shall 
be calculated using a discount rate equal to the rate of interest implicit in 
such transaction, determined in accordance with GAAP; and  

  



(10)  any and all refinancings, replacements, deferrals, renewals, extensions and 
refundings of or amendments, modifications or supplements to, any 
indebtedness, obligation or liability of the kind described in clauses (1) 
through (9) above.  

  
“Interest Payment Date” means the date specified in the Notes as the fixed date on which 
an installment of interest on the Notes is due and payable.  

  
“Interest Rate” means 10% (Ten percent) per annum.  

  
“Issue Date” of any Note means the date on which the Note was originally issued or 
deemed issued as set forth on the face of the Note.  

  
“Lien” means, with respect to any asset, any mortgage, lien, pledge, charge, security 
interest or encumbrance of any kind in respect of such asset given to secure Indebtedness, 
whether or not filed, recorded or otherwise perfected under applicable law (including any 
conditional sale or other title retention agreement, any lease in the nature thereof, any 
option or other agreement to sell or give a security interest in and any filing of or 
agreement to give any financing statement under the Uniform Commercial Code (or 
equivalent statutes) of any jurisdiction with respect to any such lien, pledge, charge or 
security interest).  

  
“Notes” mean the Company’s convertible Notes due May 3, 2011.  

  
“Officer” means the Chairman of the Board, the Vice Chairman, the Chief Executive 
Officer, the President, any Executive Vice President, any Senior Vice President, any Vice 
President, the Treasurer or the Secretary or any Assistant Treasurer or Assistant Secretary 
of the Company. 

 
“Officers’ Certificate” means a written certificate signed in the name of the Company by 
any one Officer, and delivered to the Agent 

 
“person” or “Person” means any individual, corporation, limited liability company, 
partnership, joint venture, association, joint-stock company, trust, unincorporated 
organization, or government or any agency or political subdivision thereof, including any 
subdivision or ongoing business of any such entity or substantially all of the assets of any 
such entity, subdivision or business.  

  
  “Principal” of a Note means the principal amount due on the Stated Maturity as set forth 

on the face of the Note.  
  
 
 
 
 



“Redeemable Capital Stock” means any class of the Company’s Capital Stock that, either 
by its terms, by the terms of any securities into which it is convertible or exchangeable or 
by contract or otherwise, is, or upon the happening of an event or passage of time would 
be, required to be redeemed (whether by sinking fund or otherwise) prior to the date that 
is 91 days after the Stated Maturity of the Notes or is redeemable at the option of the 
holder thereof at any time prior to such date.  Securities at any time prior to such date 
(unless it is convertible or exchangeable solely at the Company’s option).  

  
“Redemption Date” or “redemption date” means the date specified for redemption of the 
Notes in accordance with the terms of this Note.  

  
“Redemption Price” or “redemption price” shall have the meaning set forth in paragraph 
5 of this Note.  

  
“Regular Record Date” means, with respect to the interest payable on any Interest 
Payment Date, the close of business on the March 15 or September 15 (whether or not a 
Business Day), as the case may be, next preceding such Interest Payment Date.  

   
“Rule 144” means Rule 144 under the Securities Act (or any successor provision), as it 
may be amended from time to time.  

  
“Rule 144A” means Rule 144A under the Securities Act (or any successor provision), as 
it may be amended from time to time.  

  
“Sale Price” as of any date means the closing per share sale price (or if no closing sale 
price is reported, the average bid price and ask prices or, if more than one in either case, 
the average of the average bid and average ask prices) on such date on the Nasdaq 
National Market or such other principal United States securities exchange on which the 
Common Stock is traded or, if the Common Stock is not listed on a United States national 
or regional securities exchange, as reported by the National Association of Securities 
Dealers Automated Quotation System or by the National Quotation Bureau Incorporated. 
In the absence of a quotation, the Company will determine the sale price on the basis of 
such quotations as the Company considers appropriate.  

  
“SEC” means the Securities and Exchange Commission.  

  
“Securities Act” means the United States Securities Act of 1933 (or any successor 
statute), as amended from time to time.  

  
“Senior Indebtedness” means any Indebtedness of the Company, unless by the terms of 
the instrument creating or evidencing such Indebtedness, such Indebtedness is expressly 
designated equal or junior in right of payment to the Notes.  

  
Notwithstanding the foregoing, “Senior Indebtedness” shall not include:  

  
(a)  Indebtedness evidenced by the Notes;  



 (b) Indebtedness of the Company that by operation of law is subordinate to any 
general unsecured obligations of the Company;  

  
(c)  any liability for federal, state or local taxes or other taxes, owed by the Company.  

  
(d)  accounts payable or other liabilities owed or owing by the Company to trade 

creditors (including guarantees thereof or instruments evidencing such liabilities);  
  

(e)  amounts owed by the Company for compensation to employees or for services 
rendered to the Company;  

  
(f)  Indebtedness of the Company to any Subsidiary or any other Affiliate of the 

Company or any of such Affiliate’s Subsidiaries;  
  

(g)  Capital Stock of the Company, including Redeemable Capital Stock; and  
  

(h)  Indebtedness of the Company which, when incurred and without regard to any 
election under Section 1111(b) of Title 11 of the United States Code, is without 
recourse to the Company.  

  
“Significant Subsidiary” means any Subsidiary that would be, as of the date of the 
applicable action set forth in this Note, a “significant subsidiary” of the Company within 
the meaning of Rule 1-02(w) of Regulation S-X promulgated by the SEC.  

  
“Stated Maturity”, when used with respect to any Note, means the date specified in such 
Note as the fixed date on which the principal of such Note is due and payable.  

  
“Subsidiary” means, with respect to any Person, (i) a corporation, a majority of whose 
Capital Stock with voting power, under ordinary circumstances, to elect directors is, at 
the date of determination, directly or indirectly owned by such Person, by one or more 
Subsidiaries of such Person or by such Person and one or more Subsidiaries of such 
Person, (ii) a partnership in which such Person or a Subsidiary of such Person holds a 
majority interest in the equity capital or profits of such partnership, or (iii) any other 
entity (other than a corporation) in which such Person, a Subsidiary of such Person or 
such Person and one or more Subsidiaries of such Person, directly or indirectly, at the 
date of determination, has (x) at least a majority ownership interest or (y) the power to 
elect or direct the election of a majority of the directors or other governing body of such 
entity.  

  
  “Trading Day” means a day during which trading in securities generally occurs on the 

Nasdaq National Market or, if the Common Stock is not listed on a national or regional 
securities exchange, on the National Association of Securities Dealers Automated 
Quotation System, or, if the Common Stock is not quoted on the National Association of 
Securities Dealers Automated Quotation System, on the principal other market on which 
the Common Stock is then traded.  

  



  “United States” means the United States of America (including the States and the District 
of Columbia), its territories, its possessions and other areas subject to its jurisdiction (its 
“possessions” including Puerto Rico, the U.S. Virgin Islands, Guam, American Samoa, 
Wake Island and the Northern Mariana Islands).   

 
 
 
 
 
 
 
 
 
 
 



Convertible Note 
 

THE SECURITY EVIDENCED HEREBY HAS NOT BEEN REGISTERED UNDER 
THE U.S. SECURITIES ACT OF 1933, AS AMENDED (THE “SECURITIES ACT”). THE 
HOLDER HEREOF, BY PURCHASING THIS NOTE, AGREES FOR THE BENEFIT OF 
GNCC CAPITAL, INC. (THE “COMPANY”) THAT THIS NOTE MAY NOT BE RESOLD, 
PLEDGED OR OTHERWISE, OTHER THAN (1) TO THE COMPANY, (2) SO LONG AS 
THIS NOTE IS ELIGIBLE FOR RESALE PURSUANT TO RULE 144A UNDER THE 
SECURITIES ACT (“RULE 144A”), TO A PERSON WHOM THE SELLER REASONABLY 
BELIEVES IS A QUALIFIED INSTITUTIONAL BUYER WITHIN THE MEANING OF 
RULE 144A, PURCHASING FOR ITS OWN ACCOUNT OR FOR THE ACCOUNT OF A 
QUALIFIED INSTITUTIONAL BUYER TO WHOM NOTICE IS GIVEN THAT THE 
RESALE, PLEDGE OR OTHER TRANSFER IS BEING MADE IN RELIANCE ON RULE 
144A, (3) TO AN INSTITUTIONAL ACCREDITED INVESTOR” AS DEFINED IN RULE 
501 (A)(1), (2), (3) OR (7) OF RULE 501 UNDER THE SECURITIES ACT 
(“INSTITUTIONAL ACCREDITED INVESTOR”) THAT IS ACQUIRING THIS NOTE FOR 
INVESTMENT PURPOSES AND NOT FOR DISTRIBUTION, AND THAT, PRIOR TO 
SUCH TRANSFER, DELIVERS TO THE COMPANY AND THE AGENT A SIGNED 
LETTER CONTAINING CERTAIN REPRESENTATIONS AND AGREEMENTS RELATING 
TO THE RESTRICTIONS ON TRANSFER OF THE NOTE EVIDENCED HEREBY (THE 
FORM OF WHICH LETTER MAY BE OBTAINED FROM THE AGENT), (4) PURSUANT 
TO RULE 144 UNDER THE SECURITIES ACT, (5) PURSUANT TO ANOTHER 
AVAILABLE EXEMPTION FROM REGISTRATION UNDER THE SECURITIES ACT OR 
(6) PURSUANT TO AN EFFECTIVE REGISTRATION STATEMENT UNDER THE 
SECURITIES ACT, IN EACH CASE IN ACCORDANCE WITH ANY APPLICABLE 
SECURITIES LAWS OF ANY STATE OF THE UNITED STATES PRIOR TO A TRANSFER 
OF THIS NOTE (OTHER THAN A TRANSFER PURSUANT TO CLAUSE (6) ABOVE), 
THE HOLDER OF THIS NOTE MUST, PRIOR TO SUCH TRANSFER, FURNISH TO THE 
COMPANY AND THE TRANSFER AGENT SUCH CERTIFICATES AND OTHER 
INFORMATION AND LEGAL OPINIONS AS THEY MAY REASONABLY REQUIRE. THE 
HOLDER HEREOF, BY PURCHASING THIS NOTE, REPRESENTS AND AGREES FOR 
THE BENEFIT OF THE COMPANY THAT IT IS AN ACCREDITED INVESTOR OR A 
QUALIFIED INSTITUTIONAL BUYER AND THAT IT IS HOLDING THIS NOTE FOR 
INVESTMENT PURPOSES AND NOT FOR DISTRIBUTION. IN ANY CASE THE 
HOLDER HEREOF WILL NOT, DIRECTLY OR INDIRECTLY, ENGAGE IN ANY 
HEDGING TRANSACTION WITH REGARD TO THIS NOTE OR ANY COMMON STOCK 
ISSUABLE UPON CONVERSION OF THIS NOTE EXCEPT AS PERMITTED BY THE 
SECURITIES ACT. 
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Capitalized terms used herein but not defined shall have the meanings assigned to them in 
Exhibit D attached hereto and incorporated by reference herein unless otherwise indicated.  
  
1. Cash Interest.  
  
  The Company promises to pay interest at the Interest Rate in cash on the principal 

amount of this Note. The Company will pay cash interest semiannually in arrears on June 
30 and December 31 of each year (each an “Interest Payment Date”), beginning on 
December 31, 2013, to Holders of record at the close of business on the preceding June 
15 and December 15 (whether or not a business day) (each a “Regular Record Date”), as 
the case may be, immediately preceding such Interest Payment Date. Cash interest on the 
Notes will accrue from the most recent date to which interest has been paid or duly 
provided or, if no interest has been paid, from the Issue Date. Cash interest will be 
computed on the basis of a 360-day year of twelve 30-day months. The Company shall 
pay cash interest on overdue principal at the rate borne by the Notes, and it shall pay 
interest in cash on overdue installments of cash interest at the same rate to the extent 
lawful. All such overdue cash interest shall be payable on demand. Upon conversion, 
accrued and unpaid interest shall be deemed paid in full rather than cancelled, 
extinguished or forfeited.  

  
2. Method of Payment.  
  

The Company will make payments in respect of the principal of, and cash interest on this 
Note and in respect of Redemption Prices, if any, to Holders who surrender Notes to a 
Paying Agent to collect such payments in respect of the Notes. The Company will pay 
cash amounts in money of the United States that at the time of payment is legal tender for 
payment of public and private debts. However, the Company may make such cash 
payments by check or wire transfer payable in such money. Any payment required to be 
made on any day that is not a Business Day will be made on the next succeeding 
Business Day.  

  
3. Paying Agent, Conversion Agent and Registrar.  
  

Initially, the Agent will act as Paying Agent, Conversion Agent and Registrar. The 
Company may appoint and change any Paying Agent, Conversion Agent, Registrar or co-
registrar without notice, other than notice to the Agent, which shall initially be an office 
or agency of the Agent. The Company or any of its Subsidiaries or any of their Affiliates 
may act as Paying Agent, Conversion Agent, Registrar or co-registrar.  

  
4. The Notes  
  

The Notes are general unsecured subordinated obligations of the Company limited to 
US$2,000,000 (Two million dollars) aggregate principal amount plus any additional 
accrued interest on these Notes. The Company may incur other Indebtedness, secured or 
unsecured.  

  



5. Optional Redemption.  
  

This Note is not redeemable prior to June 17, 2016. On and after June 17, 2016, the 
Company may at its option, redeem the Notes in whole or in part at any time or in part 
from time to time, in cash. If the Company redeems the Notes at its option, the Notes will 
be redeemed at a redemption price equal to 100% (One hundred percent) of the principal 
amount (the “Redemption Price”), plus accrued and unpaid interest, if any, to (but not 
including) the Redemption Date. If a Redemption Date is after a Regular Record Date but 
on or prior to the corresponding Interest Payment Date, the accrued and unpaid interest 
becoming due on such date shall be payable to the Holders of such Notes, or one or more 
predecessor Notes, registered as such on the relevant Regular Record Date according to 
their terms, and the Redemption Price shall not include such interest payment. If fewer 
than all the Notes are to be redeemed, the Agent shall select the particular Notes to be 
redeemed from the outstanding Notes by lot or shall redeem each note proportionally.  

  
On and after the Redemption Date, interest ceases to accrue on Notes or portions of Notes 
called for redemption, unless the Company defaults in the payment of the Redemption 
Price and accrued and unpaid interest.  

  
30 (Thirty) days prior notice of redemption will be given by the Company to the Holders 
at their registered address of record.  

  
No sinking fund is provided for the Notes.  

   
 6. Conversion.  
  

Except as set forth in the next sentence, a Holder of a Note may convert such Note (or 
any portion thereof equal to US$1,000 or any integral multiple of US$1,000 in excess 
thereof) into Common Stock at any time at the Conversion Rate then in effect. If such 
Note is called for redemption, such conversion right shall terminate at the close of 
business on the second Business Day prior to the Redemption Date for such Note (unless 
the Company shall default in making the redemption payment when due, in which case 
the conversion right shall terminate at the close of business on the date such default is 
cured and such Note is redeemed).  

  
The number of shares of Common Stock issuable upon conversion of a Note shall be 
determined by dividing the principal amount of the Note or portion thereof surrendered 
for conversion by US$1,000, and then multiplying the quotient by the Conversion Rate in 
effect on the Conversion Date. The “Conversion Rate” is based on the average trading 
price as reported for the 5 (Five) trading days preceding the date of conversion.   The 
Company shall pay cash adjustment in lieu of any fractional share of Common Stock.  

  
 
 
 
 



To convert a Certificated Note, a Holder must (1) complete and manually sign a 
conversion notice in the form of Exhibit A hereto (or complete and manually sign a 
facsimile of such notice) and deliver such notice to the Conversion Agent, (2) surrender 
the Note to the Conversion Agent, (3) furnish appropriate endorsements and transfer 
documents if required by the Conversion Agent, the Company or the Agent and (4) pay 
any transfer or similar tax, if required.  

 
7. Adjustment of Conversion Rate  
  

  The Conversion Rate shall be subject to adjustments, calculated by the Company, from 
time to time as follows:  

  
(a)  In case the Company shall hereafter pay a dividend or make a distribution to all 

holders of the outstanding Common Stock in shares of Common Stock, the 
Conversion Rate in effect at the opening of business on the date following the 
date fixed for the determination of stockholders entitled to receive such dividend 
or other distribution shall be increased by multiplying such Conversion Rate by a 
fraction:  

  
(1)  the numerator of which shall be the sum of the number of shares of 

Common Stock outstanding at the close of business on the Record Date 
fixed for such determination and the total number of shares constituting 
such dividend or other distribution, and  

  
(2)  The denominator of which shall be the sum of such number of shares.  

  
Such increase shall become effective immediately after the opening of business on the 
day following the Record Date. If any dividend or distribution of the type described in 
this paragraph 7(a) is declared but not so paid or made, the Conversion Rate shall again 
be adjusted to the Conversion Rate which would then be in effect if such dividend or 
distribution had not been declared.  

  
(b)  In case the outstanding shares of Common Stock shall be subdivided into a 

greater number of shares of Common Stock (commonly referred to as a “forward 
split”), the Conversion Rate in effect at the opening of business on the day 
following the day upon which such subdivision becomes effective shall be 
proportionately increased, and in case outstanding shares of Common Stock shall 
be combined into a smaller number of shares of Common Stock (commonly 
referred to as a “reverse split”), the Conversion Rate in effect at the opening of 
business on the day following the day upon which such combination becomes 
effective shall be reduced, in each such case, by multiplying such Conversion 
Rate by a fraction, the numerator of which shall be the number of shares of 
Common Stock outstanding immediately after giving effect to such subdivision or 
combination and the denominator of which shall be the number of shares of 
Common Stock outstanding immediately prior to such subdivision or 
combination. Such reduction or increase, as the case may be, to become effective 



immediately after the opening of business on the day following the day upon 
which such subdivision or combination becomes effective.  

 
(c) In case the Company shall issue rights or warrants to all holders of its outstanding 

shares of Common Stock entitling them (for a period of not more than 60 days) to 
subscribe for or purchase shares of Common Stock (or securities convertible into 
Common Stock) at a price per share (or having a Conversion Price per share) less 
than the Current Market Price on the Record Date fixed for the determination of 
stockholders entitled to receive such rights or warrants, the Conversion Rate shall 
be adjusted so that the same shall equal the price determined by multiplying the 
Conversion Rate in effect at the opening of business on the date after such Record 
Date by a fraction:  

  
(1)  the numerator of which shall be the number of shares of Common Stock 

outstanding on the close of business on the Record Date plus the total 
number of additional shares of Common Stock so offered for subscription 
or purchase (or into which the convertible securities so offered are 
convertible), and  

  
(2)  the denominator of which shall be the number of shares of Common Stock 

outstanding at the close of business on the Record Date plus the number of 
shares which the aggregate offering price of the total number of shares so 
offered for subscription or purchase (or the aggregate Conversion Price of 
the convertible securities so offered) would purchase at such Current 
Market Price.  

  
Such adjustment shall become effective immediately after the opening of business 
on the day following the Record Date fixed for determination of stockholders 
entitled to receive such rights or warrants. To the extent that shares of Common 
Stock (or securities convertible into Common Stock) are not delivered pursuant to 
such rights or warrants, upon the expiration or termination of such rights or 
warrants the Conversion Rate shall be readjusted to the Conversion Rate which 
would then be in effect had the adjustments made upon the issuance of such rights 
or warrants been made on the basis of the delivery of only the number of shares of 
Common Stock (or securities convertible into Common Stock) actually delivered. 
In the event that such rights or warrants are not so issued, the Conversion Rate 
shall again be adjusted to be the Conversion Rate which would then be in effect if 
such date fixed for the determination of stockholders entitled to receive such 
rights or warrants had not been fixed. In determining whether any rights or 
warrants entitle the holders to subscribe for or purchase shares of Common Stock 
at less than such Current Market Price, and in determining the aggregate offering 
price of such shares of Common Stock, there shall be taken into account any 
consideration received for such rights or warrants, the value of such consideration 
if other than cash, to be determined by the Board of Directors.  

  



(d)  In case the Company shall, by dividend or otherwise, distribute to all holders of 
its Common Stock shares of any class of capital stock of the Company (other than 
any dividends or distributions to which paragraph 7(a) applies) or evidences of its 
indebtedness or other assets, including securities, but excluding (1) any rights or 
warrants referred to in paragraph 7(c) and (3) dividends and distributions paid 
exclusively in cash referred to in paragraph 7(e) (the securities described in 
foregoing clauses (1)and (2) hereinafter in this paragraph 7(d) called the 
“excluded securities”), then, in each such case, subject to the second succeeding 
paragraph of this paragraph 7(d), the Conversion Rate shall be adjusted so that the 
same shall be equal to the price determined by multiplying the Conversion Rate in 
effect immediately prior to the close of business on the Record Date with respect 
to such distribution by a fraction:  

  
(1)  The numerator of which shall be such Current Market Price, and  

  
(2)  The denominator of which shall be the Current Market Price on such date, 

less the fair market value (as determined by the Board of Directors, whose 
determination shall be conclusive and set forth in a Board Resolution) on  

  

 
Such date of the portion of the securities or other assets so distributed (other than excluded
securities) applicable to one share of Common Stock (determined on the basis of the number
of shares of the Common Stock outstanding on the Record Date).  

  
Such increase shall become effective immediately prior to the opening of business on the 
day following the Record Date. However, in the event that the then fair market value (as 
so determined) of the portion of the securities so distributed (other than excluded 
securities) applicable to one share of Common Stock is equal to or greater than the 
Current Market Price on the Record Date, in lieu of the foregoing adjustment, adequate 
provision shall be made so that each Holder shall have the right to receive upon 
conversion of a Note (or any portion thereof) the amount of securities so distributed 
(other than excluded securities) such Holder would have received had such Holder 
converted such Note (or portion thereof) immediately prior to such Record Date. In the 
event that such dividend or distribution is not so paid or made, the Conversion Rate shall 
again be adjusted to be the Conversion Rate which would then be in effect if such 
dividend or distribution had not been declared.  

  
If the Board of Directors determines the fair market value of any distribution for purposes 
of this paragraph 7(d) by reference to the actual or when issued trading market for any 
securities comprising all or part of such distribution (other than excluded securities), it 
must in doing so consider the prices in such market over the same period (the “Reference 
Period”) used in computing the Current Market Price pursuant to paragraph 7(g) to the 
extent possible, unless the Board of Directors in a Board Resolution determines in good 
faith that determining the fair market value during the Reference Period would not be in 
the best interests of the Holder.  

  



For purposes of this paragraph 7(d) and paragraphs 7(a), 7(b) and 7(c), any dividend or 
distribution to which this paragraph 7(d) is applicable that also includes shares of 
Common Stock, a subdivision or combination of Common Stock to which paragraph 7(b) 
applies, or rights or warrants to subscribe for or purchase shares of Common Stock (or 
securities convertible into Common Stock) to which paragraph 7(c) applies (or any 
combination thereof), shall be deemed instead to be:  

  
(1)  a dividend or distribution of the evidences of indebtedness, assets, shares 

of capital stock, rights or warrants other than such shares of Common 
Stock, such subdivision or combination or such rights or warrants to which 
paragraphs 7(a), 7(b) and7(c) apply, respectively (and any Conversion 
Rate increase required by this paragraph 7(d) with respect to such 
dividend or distribution shall then be made), immediately followed by  

  
(2)  a dividend or distribution of such shares of Common Stock, such 

subdivision or combination or such rights or warrants (and any further 
Conversion Rate increase required by paragraphs 7(a), 7(b) and 7(c) with 
respect to such dividend or distribution shall then be made), except:  

  
(A)  the Record Date of such dividend or distribution shall be substituted as (x) 

“the date fixed for the determination of stockholders entitled to receive 
such dividend or other distribution”, “Record Date fixed for such 
determinations” and “Record Date” within the meaning of paragraph 7(a), 
(y) “the day upon which such subdivision becomes effective” and “the day 
upon which such combination becomes effective” within the meaning of 
paragraph 7(b), and (z) as “the date fixed for the determination of 
stockholders entitled to receive such rights or warrants”, “the Record Date 
fixed for the determination of the stockholders entitled to receive such 
rights or warrants” and such “Record Date” within the meaning of 
paragraph 7(c), and  

  
(B)  any shares of Common Stock included in such dividend or distribution 

shall not be deemed “outstanding at the close of business on the date fixed 
for such determination” within the meaning of paragraph 7(a) and any 
increase or reduction in the number of shares of Common Stock resulting 
from such subdivision or combination shall be disregarded in connection 
with such dividend or distribution.  

  
(e)  In case the Company shall, by dividend or otherwise, distribute to all holders of 

its Common Stock, cash (excluding any cash that is distributed as part of a 
distribution referred to in paragraph 7(d) hereof), then and in each such case, 
immediately after the close of business on such date, the Conversion Rate shall be 
increased so that the same shall equal the price determined by multiplying the 
Conversion Rate in effect immediately prior to the close of business on such 
Record Date by a fraction:  

  



(i)  The numerator of which shall be equal to the Current Market Price on 
such Record Date, and  

 (ii) the denominator of which shall be equal to the Current Market Price on 
the Record Date less an amount equal to the quotient of (x) the aggregate 
amount of the cash distributed and (y) the number of shares of Common 
Stock outstanding on the Record Date.  

  
In the event that such dividend or distribution is not so paid or made, the 
Conversion Rate shall again be adjusted to be the Conversion Rate which would 
then be in effect if such dividend or distribution had not been declared.  

  
(f)  In case the Company or any of its Subsidiaries pays holders of the Common Stock 

in respect of a tender offer or exchange offer, other than an odd-lot offer, by the 
Company or any of its Subsidiaries for shares of Common Stock to the extent that 
the cash and fair market value of any other consideration included in the payment 
per share of Common Stock exceeds the Sale Price per share of Common Stock 
on the Trading Day next succeeding the last date on which tenders or exchanges 
may be made pursuant to such tender offer or exchange offer (the “Expiration 
Time”), then, and in each such case, the Conversion Rate shall be adjusted so that 
the same shall equal the price determined by multiplying the Conversion Rate in 
effect immediately prior to close of business on the date of the Expiration Time 
by a fraction:  

  
(1)  the numerator of which shall be the sum of (x) the fair market value 

(determined as aforesaid) of the aggregate consideration payable to 
stockholders based on the acceptance (up to any maximum specified in the 
terms of the tender offer or exchange offer) of all shares validly tendered 
or exchanged and not withdrawn as of the Expiration Time (the shares 
deemed so accepted, up to any such maximum, being referred to as the 
“Purchased Shares”) and (y) the product of the number of shares of 
Common Stock outstanding (less any Purchased Shares) at the Expiration 
Time and the Sale Price of the Common Stock on the Trading Day next 
succeeding the Expiration Time, and  

  
(2)  the denominator of which shall be the number of shares of Common Stock 

outstanding (including any tendered or exchanged shares) at the 
Expiration Time multiplied by the Sale Price of the Common Stock on the 
Trading Day next succeeding the Expiration Time.  

  
Such increase (if any) shall become effective immediately prior to the opening of 
business on the day following the Expiration Time. In the event that the Company 
is obligated to purchase shares pursuant to any such tender offer or exchange 
offer, but the Company is permanently prevented by applicable law from effecting 
any such purchases or all such purchases are rescinded, the Conversion Rate shall 
again be adjusted to be the Conversion Rate which would then be in effect if such 
tender offer or exchange offer had not been made. If the application of this 



paragraph 7(f) to any tender offer or exchange offer would result in an increase in 
the Conversion Rate, no adjustment shall be made for such tender offer or 
exchange offer under this paragraph 7(f).  
 

 (g)  For purposes of this paragraph 7, the following terms shall have the 
meanings indicated:  

  
“Current Market Price” shall mean the average of the daily Sale Prices per share 
of Common Stock for the 5 (Five) consecutive Trading Days ending not later than 
the earlier of the date immediately prior to the date in question and the day before 
the “ex” date with respect to the issuance, distribution, subdivision or 
combination requiring such computation. If another issuance, distribution, 
subdivision or combination to which paragraph 7 applies occurs during the period 
applicable for calculating “Current Market Price” pursuant to the preceding 
definition, then “Current Market Price” shall be appropriately adjusted to reflect 
the impact of such issuance, distribution, subdivision or combination on the Sale 
Price of the Common Stock during such period. For purposes of this paragraph, 
the term “ex” date, when used:  

  
(A)  With respect to any issuance or distribution, means the first date on 

which the Common Stock trades regular way on the relevant 
exchange or in the relevant market from which the Sale Price was 
obtained without the right to receive such issuance or distribution;  

  
(B)  with respect to any subdivision or combination of shares of 

Common Stock, means the first date on which the Common Stock 
trades regular way on such exchange or in such market after the 
time at which such subdivision or combination becomes effective, 
and  

  
(C)  with respect to any tender or exchange offer, means the first date 

on which the Common Stock trades regular way on such exchange 
or in such market after the Expiration Time of such offer.  

  
Notwithstanding the foregoing, whenever successive adjustments to the 
Conversion Rate are called for pursuant to this paragraph 7, such adjustments 
shall be made to the Current Market Price as may be necessary or appropriate to 
effectuate the intent of this paragraph 7 and to avoid unjust or inequitable results 
as determined in good faith by the Board of Directors.  

  
(2)  “Fair market value” shall mean the amount which a willing buyer would 

pay a willing seller in an arm’s length transaction.  
  
 
 
 



(3)  “Record Date” shall mean for purposes of this paragraph 7, with respect to 
any dividend, distribution or other transaction or event in which the 
holders of Common Stock have the right to receive any cash, securities or 
other property or in which the Common Stock (or other applicable 
security) is exchanged for or converted into any combination of cash, 
securities or other property, the date fixed for determination of 
stockholders entitled to receive such cash, securities or other property 
(whether such date is fixed by the Board of Directors or by statute, 
contract or otherwise).  

  
(h)  The Company may make such increases in the Conversion Rate, in addition to 

those required by paragraph 7(a), (b), (c), (d), (e) or (f), as the Board of Directors 
considers to be advisable to avoid or diminish any income tax to holders of 
Common Stock or rights to purchase Common Stock resulting from any dividend 
or distribution of stock (or rights to acquire stock) or from any event treated as 
such for income tax purposes.  

  
To the extent permitted by applicable law, the Company from time to time may increase 
the Conversion Rate by any amount for any period of time if the period is at least 20 
(Twenty) days and the increase is irrevocable during the period and the Board of 
Directors determines in good faith that such increase would be in the best interests of the 
Company, which determination shall be conclusive and set forth in a Board Resolution. 
Whenever the Conversion Rate is increased pursuant to the preceding sentence, the 
Company shall mail to the Agent and each Holder at the address of such Holder as it 
appears in the Register a notice of the increase at least 15 (Fifteen) days prior to the date 
the increased Conversion Rate takes effect, and such notice shall state the increased 
Conversion Rate and the period during which it will be in effect.  

  
(i)  No adjustment in the Conversion Rate shall be required unless such adjustment 

would require an increase or decrease of at least 1% (One percent) in the 
Conversion Price then in effect; provided, however, that any adjustments which 
by reason of this paragraph 7(i) are not required to be made shall be carried 
forward and taken into account in any subsequent adjustment. In the event that, on 
the date that is five Business Days prior to the maturity of the Notes (whether at 
Stated Maturity or otherwise), an adjustment has been carried forward pursuant to 
the preceding sentence but has not yet been taken into account in an adjustment to 
the Conversion Rate and notwithstanding the first sentence of this paragraph (i), 
an adjustment to the Conversion Rate will be made on such date in accordance 
with the relevant paragraph of this paragraph 7. All calculations under this Article 
10 shall be made by the Company and shall be made to the nearest cent or to the 
nearest one hundredth of a share, as the case may be. No adjustment need be 
made for a change in the par value or no par value of the Common Stock. No 
adjustment in the Conversion Rate shall be required if the Holders participate in 
the transactions that would otherwise lead to an adjustment in the Conversion 
Rate pursuant to this paragraph 7.  

  



(j)  In any case in which this paragraph 7 provides that an adjustment shall become 
effective immediately after a Record Date for an event, the Company may defer 
until the occurrence of such event (i) issuing to the Holder of any Note converted 
after such Record Date and before the occurrence of such event the additional 
shares of Common Stock issuable upon such conversion by reason of the 
adjustment required by such event over and above the Common Stock issuable 
upon such conversion before giving effect to such adjustment and (ii) paying to 
such Holder any amount in cash in lieu of any fraction.  

  
(k)  For purposes of this paragraph 7, the number of shares of Common Stock at any 

time outstanding shall not include shares held in the treasury of the Company but 
shall include shares issuable in respect of scrip certificates issued in lieu of 
fractions of shares of Common Stock. The Company will not pay any dividend or 
make any distribution on shares of Common Stock held in the treasury of the 
Company.  

  
(l)  Whenever the Conversion Rate is adjusted as herein provided (other than in the 

case of an adjustment pursuant to the second paragraph of paragraph 7(h) for 
which the notice required by such paragraph has been provided), the Company 
shall promptly file with the Agent and any Conversion Agent other than the Agent 
an Officers’ Certificate setting forth the adjusted Conversion Rate and showing in 
reasonable detail the facts upon which such adjustment is based. Promptly after 
delivery of such Officers’ Certificate, the Company shall prepare a notice stating 
that the Conversion Rate has been adjusted and setting forth the adjusted 
Conversion Rate and the date on which each adjustment becomes effective, and 
shall mail, or cause the Agent to mail, at the Company’s expense, such notice to 
each Holder at the address of such Holder as it appears in the Register within 20 
(twenty) days of the effective date of such adjustment. Failure to deliver such 
notice shall not affect the legality or validity of any such adjustment.  

   
8. Denominations; Assignment; Transfer; Exchange.  
  

The Notes are in fully registered form, without coupons, in denominations of US$1,000 
of principal amount and whole multiples of US$1,000. The Registrar may require a 
Holder, in order to assign, transfer or exchange Notes, among other things, to furnish 
appropriate endorsements and assignment or transfer documents (in the form of Exhibit B 
or Exhibit C attached hereto, as applicable) and to pay any taxes and fees required by 
law. The Registrar need not transfer or exchange any Notes selected for redemption 
(except, in the case of a Note to be redeemed in part, the portion of the Note not to be 
redeemed) or any Notes for a period of 15 (Fifteen) days before the mailing of a notice of 
redemption of Notes to be redeemed.  

  
9. Persons Deemed Owners.  
  

The registered Holder of this Note shall be treated as the owner of this Note for all 
purposes.  



 10. Unclaimed Money or Notes.  
  
  The Agent and the Paying Agent shall return to the Company upon written request any 

money, Notes or shares of Common Stock held by them for the payment of any amount 
with respect to the Notes that remains unclaimed for two years, subject to applicable 
unclaimed property law. After such return to the Company, Holders entitled to the money 
or Notes must look to the Company for payment as general creditors unless an applicable 
abandoned property law designates another person.  

  
11. Amendment; Waiver.  
  

Except as set forth below, (i) this Note may be amended with the written consent of the 
Holders of not less than a majority in aggregate principal amount of the Notes at the time 
outstanding and (ii) certain Defaults may be waived with the written consent of the 
Holders of not less than a majority in aggregate principal amount of the Notes at the time 
outstanding. Without the consent of any Holder, the Company and the Agent may amend 
the Notes to, among other things, cure any ambiguity, omission, defect or inconsistency, 
to provide for uncertificated Notes in addition to or in place of certificated Notes or to 
make any change that does not adversely affect the rights of any Holder. The foregoing 
notwithstanding, without the consent of the Holder of this Note, no amendment may be 
made reducing the principal or the Interest Rate of this Note or extending the Stated 
Maturity of this Note. 

  
12. Defaults and Remedies.  
  

Events of Default include (1) the Company fails to pay when due the principal of any of 
the Notes at Stated Maturity, upon redemption or otherwise; (2) the Company fails to pay 
an installment of interest on any of the Notes that continues for 30 (Thirty) days after the 
date when due; (3) the Company fails to deliver shares of Common Stock, together with 
cash in lieu of fractional shares, when such Common Stock or cash in lieu of fractional 
shares is required to be delivered upon conversion of a Note and such failure continues 
for 10 days after written notice of default is given to the Company by the Agent or to the 
Company and the Agent by the Holder of such Note; (4) the Company fails to perform or 
observe any other term, covenant or agreement contained in the Notes for a period of 60 
(Sixty) days after written notice of such failure, requiring the Company to remedy the 
same, shall have been given to the Company by the Agent or to the Company and the 
Agent by the Holders of at least 50% (Fifty percent) in aggregate principal amount of the 
Notes then outstanding (a “Notice of Default”); (5) in the event of bankruptcy, insolvency 
or reorganization with respect to the Company or any Significant Subsidiary and (6) the 
Company’s filing of, or any Significant Subsidiaries’ filing of, a voluntary petition 
seeking liquidation, reorganization arrangement, readjustment of debts or for any other 
relief under the federal bankruptcy code.  If an Event of Default (other than an Event of 
Default specified in clause (5) or (6) of this paragraph 12) occurs and is continuing, the 
Agent, or the Holders of at least 50% (Fifty percent) in aggregate principal amount of the 
Notes at the time outstanding, may declare all the Notes to be due and payable 
immediately. An Event of Default under clause (5) or (6) of this paragraph 12 will result 



in the Notes becoming due and payable immediately upon the occurrence of such Events 
of Default.  

  
Holders may not enforce this Note, except with the approval of Holders of a majority in 
aggregate principle amount of the Notes. The Agent may refuse to enforce the Notes 
unless it receives reasonable indemnity or security.  

  
13. Subordination.  
  

The payment of principal of and interest on the Notes will be subordinated in right of 
payment to the prior payment in full in cash or cash equivalents (or otherwise to the 
extent Holders accept satisfaction of amounts due by settlement in other than cash or cash 
equivalents) of all Senior Indebtedness whether outstanding on the date of this Note or 
thereafter incurred.  

  
14. Agent Dealings with the Company.  
  

The Agent, in its individual or any other capacity, may become the owner or pledgee of 
Notes and may otherwise deal with and collect obligations owed to it by the Company or 
its Affiliates and may otherwise deal with the Company or its Affiliates with the same 
rights it would have if it were not Agent.  

 
   
15. No Recourse Against Others.  
  

A director, officer, employee or stockholder, as such, of the Company shall not have any 
liability for any obligations of the Company under the Notes or for any claim based on, in 
respect of or by reason of such obligations or their creation. By accepting a Note, each 
Holder waives and releases all such liability. The waiver and release are part of the 
consideration for the issue of the Notes.  

   
16. Abbreviations.  
  

Customary abbreviations may be used in the name of a Holder or an assignee, such as 
TEN COM (=tenants in common), TEN ENT (=tenants by the entireties), JT TEN (=joint 
tenants with right of survivorship and not as tenants in common), CUST (=custodian), 
and U/G/M/A (=Uniform Gift to Minors Act).  

  
17. GOVERNING LAW.  
  

THIS NOTE WILL BE GOVERNED BY, AND CONSTRUED IN ACCORDANCE 
WITH THE LAWS OF THE STATE OF NEVADA.  

  
 

  



Exhibit A 
 

CONVERSION NOTICE 
  
To convert this Note into Common Stock of the Company, check the box:  
  
To convert only part of this Note, state the principal amount to be converted (which must be 
US$1,000 or an integral multiple of US$1,000):  
  
US$                                               
  
If you want the stock certificate made out in another person’s name, fill in the form below:  
  
 
 
  

 
  

 
(Insert other person’s social sec. or tax ID no.) 

 
  

 
  

 
  

 
  

 
  

(Print or type other person’s name, address and zip code)  
  
� If you want the stock certificate made out in another person’s name, you are required to

complete and deliver to the Conversion Agent a duly completed Transfer Certificate which is
in the form of Exhibit B to this Note.  

 



EXHIBIT B 
 

ASSIGNMENT FORM 
  

For value received                                          hereby sell(s), assign(s), and transfer(s) 
unto                                               (Please insert social security or other Taxpayer Identification 
Number of assignee) the within Note, and hereby irrevocably constitutes and 
appoints                                               attorney to transfer the said Note on the books of the 
Company, with full power of substitution in the premises.  
  

In connection with the transfer of this Note, the undersigned registered owner of this Note 
hereby certifies with respect to US$                                              principal amount of this Note 
presented or surrendered on the date hereof (the “Surrendered Note”) for registration of transfer, 
or for exchange where the Notes issuable upon such transfer or exchange are to be registered in a 
name other than that of the undersigned registered owner (each such transaction being a 
“transfer”), that such transfer complies with the restrictive legend set forth on the face of the 
Surrendered Note for the reason checked below:  
  
  � A transfer of the Surrendered Note is made to the Company; or  
  

  
� The transfer of the Surrendered Note complies with Rule 144A under the U.S. Securities

Act of 1933, as amended (the “Securities Act”); or  
  

  
� The transfer of the Surrendered Note complies with Rule 501(a)(1), (2), (3) or (7) of Rule

501 under the Securities Act; or  
  

  
� The transfer of the Surrendered Note is pursuant to an effective registration statement

under the Securities Act, or  
  

  
� The transfer of the Surrendered Note is pursuant to another available exemption from the

registration requirement of the Securities Act,  
  

and unless the box below is checked, the undersigned confirms that, to the undersigned’s 
knowledge, the Surrendered Note is not being transferred to an “affiliate” of the Company 
as defined in Rule 144 under the Securities Act (an “Affiliate”).  

  
  � The transferee is an Affiliate of the Company.  
  
      
Dated:           
       
             
             
         
  

  
  

     
Signature(s) 
  



Signature(s) must be guaranteed by an 
“eligible guarantor institution” meeting 
the requirements of the Registrar, which 
requirements include membership or 
participation in the Security Transfer 
Agent Medallion Program (“STAMP”) or 
such other “signature guarantee program” 
as may be determined by the Notes 
registrar in addition to, or in substitution 
for, STAMP, all in accordance with the 
Securities Exchange Act of 1934, as 
amended. 

  
  



Exhibit C 
 

Transfer Certificate 
  

In connection with any transfer (or exchange or conversion as provided below) of any of the 
Notes, the undersigned registered owner of this Note hereby certifies with respect to 
US$                             principal amount of the above-captioned Notes presented or surrendered 
on the date hereof (the “Surrendered Notes”) for registration of transfer, or for exchange or 
conversion where the Notes or Common Stock issuable upon such exchange or conversion, as 
the case may be, are to be registered in a name other than that of the undersigned registered 
owner (each such transaction being a “transfer”), that such transfer complies with the restrictive 
legend set forth on the face of the Surrendered Notes for the reason checked below:  
  
  � A transfer of the Surrendered Notes is made to the Company or any Subsidiaries; or  
  

  
� The transfer of the Surrendered Notes complies with Rule 144A under the U.S. Securities

Act of 1933, as amended (the “Securities Act”); or  
  

  
� The transfer of the Surrendered Note complies with Rule 501(a)(1), (2), (3) or (7) of Rule 

501 under the Securities Act; or  
  

  
� The transfer of the Surrendered Notes is pursuant to an effective registration statement

under the Securities Act, or  
  

  
� The transfer of the Surrendered Notes is pursuant to another available exemption from

the registration requirement of the Securities Act,  
  

and unless the box below is checked, the undersigned confirms that, to the undersigned’s 
knowledge, such Notes are not being transferred to an “affiliate” of the Company as defined 
in Rule 144 under the Securities Act (an “Affiliate”).  

  
  � The transferee is an Affiliate of the Company.  
  
DATE:                                                                
  

 
  
 
  

Signature(s) 
  
(If the registered owner is a corporation, partnership or fiduciary, the title of the Person signing 
on behalf of such registered owner must be stated.)  
  
  



Exhibit D 
 

Definitions 
  

“Affiliate” of any specified person means any other person directly or indirectly 
controlling or controlled by or under direct or indirect common control with such 
specified person. For purposes of this definition, “control” when used with respect to any 
specified person means the power to direct or cause the direction of the management and 
policies of such person, directly or indirectly, whether through the ownership of voting 
securities, by contract or otherwise; and the terms “controlling” and “controlled” have 
meanings correlative to the foregoing.  

 
“Agent” means the Company until a successor replaces it as agent with respect to the 
Notes and, thereafter, shall mean such successor. The foregoing sentence shall likewise 
apply to any subsequent such successor or successors.  

  
“Board of Directors” means either the board of directors of the Company or any duly 
authorized committee of such board.  

  
“Board Resolution” means a resolution duly adopted by the Board of Directors, a copy of 
which, certified by the Secretary or an Assistant Secretary of the Company to be in full 
force and effect on the date of such certification, shall have been delivered to the Agent.  

  
“Business Day” means each day of the year other than a Saturday or a Sunday on which 
banking institutions are not required or authorized to close in The City of New York.  

  
“Capital Stock” of any corporation means any and all shares, interests, rights to purchase, 
warrants, options, participations or other equivalents of or interests in (however 
designated) stock or other equity issued by that corporation.  

  
“Common Stock” means the Common Stock, par value US$0.00001 per share, of the 
Company as it exists on the date of this Note. Shares issuable on conversion of Notes 
shall include only shares of Common Stock or shares of any class or classes of common 
stock resulting from any reclassification or reclassifications thereof; provided, however, 
that if at any time there shall be more than one such of each such class then so issuable 
shall be substantially in the proportion which the total number of shares of such class 
resulting from all such reclassifications bears to the total number of shares of all such 
classes resulting from all such reclassifications.  

  
“Common stock” means any stock of any class of Capital Stock which has no preference 
in respect of dividends or of amounts payable in the event of any voluntary or involuntary 
liquidation, dissolution or winding up of the issuer.  

  
 
 



“Company” means the party named as the “Company” in the first paragraph of this Note 
until a successor replaces it pursuant to the applicable provisions of this Note, and, 
thereafter, “Company” shall mean such successor. The foregoing sentence shall likewise 
apply to any subsequent such successor or successors.  

   
“Conversion Agent” means any person authorized by the Company to convert Notes in 
accordance with Article 10 hereof. On the date of this Note, the Company hereby 
appoints the Agent as the Conversion Agent.  

  
“Conversion Price” means US$1,000 divided by the applicable Conversion Rate.  

  
“Conversion Value” for the Notes is equal to the product of (i) the Sale Price per share of 
the Common Stock on a given day and (ii) the then current Conversion Rate.   

   
“Default” means any event which is, or after notice or passage of time or both would be, 
an Event of Default.  

   
“Dollar” or “U.S.$” means a dollar or other equivalent unit in such coin or currency of 
the United States as at the time shall be legal tender for the payment of public and private 
debts.  

  
“GAAP” means United States generally accepted accounting principles as in effect from 
time to time.  

  
“Holder” means a person in whose name a Note is registered on the Registrar’s books.  

  
“Indebtedness” means, with respect to any person, without duplication:  

  
(1)  all obligations and other liabilities, contingent or otherwise, of such person 

for borrowed money (including overdrafts) to the extent such obligations 
and other liabilities would appear as a liability upon the consolidated 
balance sheet of such a person in accordance with GAAP or for the 
deferred purchase price of property or services, excluding any trade 
payables and other accrued current liabilities incurred in the ordinary 
course of business, but including, without limitation, all obligations, 
contingent or otherwise, of such person in connection with any letters of 
credit and acceptances issued under letter of credit facilities, acceptance 
facilities or other similar facilities;  

  
(2)  all obligations of such person evidenced by bonds, credit or loan 

agreements, notes, debentures or other similar instruments to the extent 
such obligations would appear as a liability upon the consolidated balance 
sheet of such a person in accordance with GAAP;  

  
 



(3)  indebtedness of such person created or arising under any conditional sale 
or other title retention agreement with respect to property acquired by such 
person (even if the rights and remedies of the seller or lender under such 
agreement in the event of default are limited to repossession or sale of 
such property), but excluding trade payables arising in the ordinary course 
of business;  

 
 (4)  All obligations and liabilities, contingent or otherwise, in respect of leases 

of the person required, in conformity with GAAP, to be accounted for as 
capitalized lease obligations on the consolidated balance sheet of the 
person;  

  
(5)  all net obligations of such person under or in respect of interest rate 

agreements, currency agreements or other swap, cap floor or collar 
agreements, hedge agreements, forward contracts or similar instruments or 
agreements or foreign currency, hedge, exchange or purchase or similar 
instruments or agreements;  

  
(6)  all indebtedness referred to in (but not excluded from) the preceding 

clauses (1) through (5) of other persons, the payment of which is secured 
by (or for which the holder of such indebtedness has an existing right, 
contingent or otherwise, to be secured by) any Lien on or with respect to 
property (including, without limitation, accounts and contract rights) 
owned by the referent person, even though such person has not assumed or 
become liable for the payment of such indebtedness (the amount of such 
obligation being deemed to be the lesser of the value of such property or 
asset or the amount of the obligation so secured);  

  
(7)  All guarantees by such person of indebtedness referred to in this definition 

or of any other person;  
  

(8)  All Redeemable Capital Stock of such person valued at the greater of its 
voluntary or involuntary maximum fixed purchase price plus accrued and 
unpaid dividends;  

  
(9)  the present value of the obligation of such person as lessee for net rental 

payments (excluding all amounts required to be paid on account of 
maintenance and repairs, insurance, taxes, assessments, water, utilities and 
similar charges to the extent included in such rental payments) during the 
remaining term of the lease included in any such sale and leaseback 
transaction including any period for which such lease has been extended 
or may, at the option of the lessor, be extended. Such present value shall 
be calculated using a discount rate equal to the rate of interest implicit in 
such transaction, determined in accordance with GAAP; and  

  



(10)  any and all refinancings, replacements, deferrals, renewals, extensions and 
refundings of or amendments, modifications or supplements to, any 
indebtedness, obligation or liability of the kind described in clauses (1) 
through (9) above.  

  
“Interest Payment Date” means the date specified in the Notes as the fixed date on which 
an installment of interest on the Notes is due and payable.  

  
“Interest Rate” means 10% (Ten percent) per annum.  

  
“Issue Date” of any Note means the date on which the Note was originally issued or 
deemed issued as set forth on the face of the Note.  

  
“Lien” means, with respect to any asset, any mortgage, lien, pledge, charge, security 
interest or encumbrance of any kind in respect of such asset given to secure Indebtedness, 
whether or not filed, recorded or otherwise perfected under applicable law (including any 
conditional sale or other title retention agreement, any lease in the nature thereof, any 
option or other agreement to sell or give a security interest in and any filing of or 
agreement to give any financing statement under the Uniform Commercial Code (or 
equivalent statutes) of any jurisdiction with respect to any such lien, pledge, charge or 
security interest).  

  
“Notes” mean the Company’s convertible Notes due May 3, 2011.  

  
“Officer” means the Chairman of the Board, the Vice Chairman, the Chief Executive 
Officer, the President, any Executive Vice President, any Senior Vice President, any Vice 
President, the Treasurer or the Secretary or any Assistant Treasurer or Assistant Secretary 
of the Company. 

 
“Officers’ Certificate” means a written certificate signed in the name of the Company by 
any one Officer, and delivered to the Agent 

 
“person” or “Person” means any individual, corporation, limited liability company, 
partnership, joint venture, association, joint-stock company, trust, unincorporated 
organization, or government or any agency or political subdivision thereof, including any 
subdivision or ongoing business of any such entity or substantially all of the assets of any 
such entity, subdivision or business.  

  
  “Principal” of a Note means the principal amount due on the Stated Maturity as set forth 

on the face of the Note.  
  
 
 
 
 



“Redeemable Capital Stock” means any class of the Company’s Capital Stock that, either 
by its terms, by the terms of any securities into which it is convertible or exchangeable or 
by contract or otherwise, is, or upon the happening of an event or passage of time would 
be, required to be redeemed (whether by sinking fund or otherwise) prior to the date that 
is 91 days after the Stated Maturity of the Notes or is redeemable at the option of the 
holder thereof at any time prior to such date.  Securities at any time prior to such date 
(unless it is convertible or exchangeable solely at the Company’s option).  

  
“Redemption Date” or “redemption date” means the date specified for redemption of the 
Notes in accordance with the terms of this Note.  

  
“Redemption Price” or “redemption price” shall have the meaning set forth in paragraph 
5 of this Note.  

  
“Regular Record Date” means, with respect to the interest payable on any Interest 
Payment Date, the close of business on the March 15 or September 15 (whether or not a 
Business Day), as the case may be, next preceding such Interest Payment Date.  

   
“Rule 144” means Rule 144 under the Securities Act (or any successor provision), as it 
may be amended from time to time.  

  
“Rule 144A” means Rule 144A under the Securities Act (or any successor provision), as 
it may be amended from time to time.  

  
“Sale Price” as of any date means the closing per share sale price (or if no closing sale 
price is reported, the average bid price and ask prices or, if more than one in either case, 
the average of the average bid and average ask prices) on such date on the Nasdaq 
National Market or such other principal United States securities exchange on which the 
Common Stock is traded or, if the Common Stock is not listed on a United States national 
or regional securities exchange, as reported by the National Association of Securities 
Dealers Automated Quotation System or by the National Quotation Bureau Incorporated. 
In the absence of a quotation, the Company will determine the sale price on the basis of 
such quotations as the Company considers appropriate.  

  
“SEC” means the Securities and Exchange Commission.  

  
“Securities Act” means the United States Securities Act of 1933 (or any successor 
statute), as amended from time to time.  

  
“Senior Indebtedness” means any Indebtedness of the Company, unless by the terms of 
the instrument creating or evidencing such Indebtedness, such Indebtedness is expressly 
designated equal or junior in right of payment to the Notes.  

  
Notwithstanding the foregoing, “Senior Indebtedness” shall not include:  

  
(a)  Indebtedness evidenced by the Notes;  



 (b) Indebtedness of the Company that by operation of law is subordinate to any 
general unsecured obligations of the Company;  

  
(c)  any liability for federal, state or local taxes or other taxes, owed by the Company.  

  
(d)  accounts payable or other liabilities owed or owing by the Company to trade 

creditors (including guarantees thereof or instruments evidencing such liabilities);  
  

(e)  amounts owed by the Company for compensation to employees or for services 
rendered to the Company;  

  
(f)  Indebtedness of the Company to any Subsidiary or any other Affiliate of the 

Company or any of such Affiliate’s Subsidiaries;  
  

(g)  Capital Stock of the Company, including Redeemable Capital Stock; and  
  

(h)  Indebtedness of the Company which, when incurred and without regard to any 
election under Section 1111(b) of Title 11 of the United States Code, is without 
recourse to the Company.  

  
“Significant Subsidiary” means any Subsidiary that would be, as of the date of the 
applicable action set forth in this Note, a “significant subsidiary” of the Company within 
the meaning of Rule 1-02(w) of Regulation S-X promulgated by the SEC.  

  
“Stated Maturity”, when used with respect to any Note, means the date specified in such 
Note as the fixed date on which the principal of such Note is due and payable.  

  
“Subsidiary” means, with respect to any Person, (i) a corporation, a majority of whose 
Capital Stock with voting power, under ordinary circumstances, to elect directors is, at 
the date of determination, directly or indirectly owned by such Person, by one or more 
Subsidiaries of such Person or by such Person and one or more Subsidiaries of such 
Person, (ii) a partnership in which such Person or a Subsidiary of such Person holds a 
majority interest in the equity capital or profits of such partnership, or (iii) any other 
entity (other than a corporation) in which such Person, a Subsidiary of such Person or 
such Person and one or more Subsidiaries of such Person, directly or indirectly, at the 
date of determination, has (x) at least a majority ownership interest or (y) the power to 
elect or direct the election of a majority of the directors or other governing body of such 
entity.  

  
  “Trading Day” means a day during which trading in securities generally occurs on the 

Nasdaq National Market or, if the Common Stock is not listed on a national or regional 
securities exchange, on the National Association of Securities Dealers Automated 
Quotation System, or, if the Common Stock is not quoted on the National Association of 
Securities Dealers Automated Quotation System, on the principal other market on which 
the Common Stock is then traded.  

  



  “United States” means the United States of America (including the States and the District 
of Columbia), its territories, its possessions and other areas subject to its jurisdiction (its 
“possessions” including Puerto Rico, the U.S. Virgin Islands, Guam, American Samoa, 
Wake Island and the Northern Mariana Islands).   

 
 
 
 
 
 
 
 
 
 
 



Convertible Note 
 

THE SECURITY EVIDENCED HEREBY HAS NOT BEEN REGISTERED UNDER 
THE U.S. SECURITIES ACT OF 1933, AS AMENDED (THE “SECURITIES ACT”). THE 
HOLDER HEREOF, BY PURCHASING THIS NOTE, AGREES FOR THE BENEFIT OF 
GNCC CAPITAL, INC. (THE “COMPANY”) THAT THIS NOTE MAY NOT BE RESOLD, 
PLEDGED OR OTHERWISE, OTHER THAN (1) TO THE COMPANY, (2) SO LONG AS 
THIS NOTE IS ELIGIBLE FOR RESALE PURSUANT TO RULE 144A UNDER THE 
SECURITIES ACT (“RULE 144A”), TO A PERSON WHOM THE SELLER REASONABLY 
BELIEVES IS A QUALIFIED INSTITUTIONAL BUYER WITHIN THE MEANING OF 
RULE 144A, PURCHASING FOR ITS OWN ACCOUNT OR FOR THE ACCOUNT OF A 
QUALIFIED INSTITUTIONAL BUYER TO WHOM NOTICE IS GIVEN THAT THE 
RESALE, PLEDGE OR OTHER TRANSFER IS BEING MADE IN RELIANCE ON RULE 
144A, (3) TO AN INSTITUTIONAL ACCREDITED INVESTOR” AS DEFINED IN RULE 
501 (A)(1), (2), (3) OR (7) OF RULE 501 UNDER THE SECURITIES ACT 
(“INSTITUTIONAL ACCREDITED INVESTOR”) THAT IS ACQUIRING THIS NOTE FOR 
INVESTMENT PURPOSES AND NOT FOR DISTRIBUTION, AND THAT, PRIOR TO 
SUCH TRANSFER, DELIVERS TO THE COMPANY AND THE AGENT A SIGNED 
LETTER CONTAINING CERTAIN REPRESENTATIONS AND AGREEMENTS RELATING 
TO THE RESTRICTIONS ON TRANSFER OF THE NOTE EVIDENCED HEREBY (THE 
FORM OF WHICH LETTER MAY BE OBTAINED FROM THE AGENT), (4) PURSUANT 
TO RULE 144 UNDER THE SECURITIES ACT, (5) PURSUANT TO ANOTHER 
AVAILABLE EXEMPTION FROM REGISTRATION UNDER THE SECURITIES ACT OR 
(6) PURSUANT TO AN EFFECTIVE REGISTRATION STATEMENT UNDER THE 
SECURITIES ACT, IN EACH CASE IN ACCORDANCE WITH ANY APPLICABLE 
SECURITIES LAWS OF ANY STATE OF THE UNITED STATES PRIOR TO A TRANSFER 
OF THIS NOTE (OTHER THAN A TRANSFER PURSUANT TO CLAUSE (6) ABOVE), 
THE HOLDER OF THIS NOTE MUST, PRIOR TO SUCH TRANSFER, FURNISH TO THE 
COMPANY AND THE TRANSFER AGENT SUCH CERTIFICATES AND OTHER 
INFORMATION AND LEGAL OPINIONS AS THEY MAY REASONABLY REQUIRE. THE 
HOLDER HEREOF, BY PURCHASING THIS NOTE, REPRESENTS AND AGREES FOR 
THE BENEFIT OF THE COMPANY THAT IT IS AN ACCREDITED INVESTOR OR A 
QUALIFIED INSTITUTIONAL BUYER AND THAT IT IS HOLDING THIS NOTE FOR 
INVESTMENT PURPOSES AND NOT FOR DISTRIBUTION. IN ANY CASE THE 
HOLDER HEREOF WILL NOT, DIRECTLY OR INDIRECTLY, ENGAGE IN ANY 
HEDGING TRANSACTION WITH REGARD TO THIS NOTE OR ANY COMMON STOCK 
ISSUABLE UPON CONVERSION OF THIS NOTE EXCEPT AS PERMITTED BY THE 
SECURITIES ACT. 
 

 
 
 
 
 
 
 



  

  
Issue Dat
  

GNC
GmbH o
thousand
  

This
convertib
Conversi
  

Add
  
   
Dated: J
  
  

  

  

      
      
      
  
 

te: JUNE 17

CC CAPITA
or its registe
d five hundre

s Note shal
ble into sha
ion Rate.  

ditional prov

JUNE 17, 20

6

7, 2013 

AL, INC., a
ered assigns
ed dollars) on

ll bear inter
ares of com

visions of thi

013 

 

GNCC C

6% Convert

a Delaware 
s, the princ
n June 17, 2

rest as spec
mmon stock 

is Note are s

  
   
 

 

  

   
   
   

CAPITAL, I

tible Note du

Corporation
ipal sum of
016.  

cified in pa
as specifie

et forth on th

    
 GNCC CA
  

 

By

 

 
 

 
 

    
    Name
    Title:

INC.  

ue 2016    

n promises 
f US$450,5

aragraph 1 
ed in paragr

he following

  
APITAL, IN

e:  RONAL
   EXECU

to pay to S
00 (Four hu

of this Not
raph 7 of t

g pages of th

NC. 

LD Y LOWE
UTIVE CHA

Saffron Ven
undred and 

te. This No
this Note a

his Note.  

 

ENTHAL 
AIRMAN 

ntures 
fifty 

ote is 
at the 



Capitalized terms used herein but not defined shall have the meanings assigned to them in 
Exhibit D attached hereto and incorporated by reference herein unless otherwise indicated.  
  
1. Cash Interest.  
  
  The Company promises to pay interest at the Interest Rate in cash on the principal 

amount of this Note. The Company will pay cash interest semiannually in arrears on June 
30 and December 31 of each year (each an “Interest Payment Date”), beginning on 
December 31, 2013, to Holders of record at the close of business on the preceding June 
15 and December 15 (whether or not a business day) (each a “Regular Record Date”), as 
the case may be, immediately preceding such Interest Payment Date. Cash interest on the 
Notes will accrue from the most recent date to which interest has been paid or duly 
provided or, if no interest has been paid, from the Issue Date. Cash interest will be 
computed on the basis of a 360-day year of twelve 30-day months. The Company shall 
pay cash interest on overdue principal at the rate borne by the Notes, and it shall pay 
interest in cash on overdue installments of cash interest at the same rate to the extent 
lawful. All such overdue cash interest shall be payable on demand. Upon conversion, 
accrued and unpaid interest shall be deemed paid in full rather than cancelled, 
extinguished or forfeited.  

  
2. Method of Payment.  
  

The Company will make payments in respect of the principal of, and cash interest on this 
Note and in respect of Redemption Prices, if any, to Holders who surrender Notes to a 
Paying Agent to collect such payments in respect of the Notes. The Company will pay 
cash amounts in money of the United States that at the time of payment is legal tender for 
payment of public and private debts. However, the Company may make such cash 
payments by check or wire transfer payable in such money. Any payment required to be 
made on any day that is not a Business Day will be made on the next succeeding 
Business Day.  

  
3. Paying Agent, Conversion Agent and Registrar.  
  

Initially, the Agent will act as Paying Agent, Conversion Agent and Registrar. The 
Company may appoint and change any Paying Agent, Conversion Agent, Registrar or co-
registrar without notice, other than notice to the Agent, which shall initially be an office 
or agency of the Agent. The Company or any of its Subsidiaries or any of their Affiliates 
may act as Paying Agent, Conversion Agent, Registrar or co-registrar.  

  
4. The Notes  
  

The Notes are general unsecured subordinated obligations of the Company limited to 
US$2,000,000 (Two million dollars) aggregate principal amount plus any additional 
accrued interest on these Notes. The Company may incur other Indebtedness, secured or 
unsecured.  

  



5. Optional Redemption.  
  

This Note is not redeemable prior to June 17, 2016. On and after June 17, 2016, the 
Company may at its option, redeem the Notes in whole or in part at any time or in part 
from time to time, in cash. If the Company redeems the Notes at its option, the Notes will 
be redeemed at a redemption price equal to 100% (One hundred percent) of the principal 
amount (the “Redemption Price”), plus accrued and unpaid interest, if any, to (but not 
including) the Redemption Date. If a Redemption Date is after a Regular Record Date but 
on or prior to the corresponding Interest Payment Date, the accrued and unpaid interest 
becoming due on such date shall be payable to the Holders of such Notes, or one or more 
predecessor Notes, registered as such on the relevant Regular Record Date according to 
their terms, and the Redemption Price shall not include such interest payment. If fewer 
than all the Notes are to be redeemed, the Agent shall select the particular Notes to be 
redeemed from the outstanding Notes by lot or shall redeem each note proportionally.  

  
On and after the Redemption Date, interest ceases to accrue on Notes or portions of Notes 
called for redemption, unless the Company defaults in the payment of the Redemption 
Price and accrued and unpaid interest.  

  
30 (Thirty) days prior notice of redemption will be given by the Company to the Holders 
at their registered address of record.  

  
No sinking fund is provided for the Notes.  

   
 6. Conversion.  
  

Except as set forth in the next sentence, a Holder of a Note may convert such Note (or 
any portion thereof equal to US$1,000 or any integral multiple of US$1,000 in excess 
thereof) into Common Stock at any time at the Conversion Rate then in effect. If such 
Note is called for redemption, such conversion right shall terminate at the close of 
business on the second Business Day prior to the Redemption Date for such Note (unless 
the Company shall default in making the redemption payment when due, in which case 
the conversion right shall terminate at the close of business on the date such default is 
cured and such Note is redeemed).  

  
The number of shares of Common Stock issuable upon conversion of a Note shall be 
determined by dividing the principal amount of the Note or portion thereof surrendered 
for conversion by US$1,000, and then multiplying the quotient by the Conversion Rate in 
effect on the Conversion Date. The “Conversion Rate” is based on the average trading 
price as reported for the 5 (Five) trading days preceding the date of conversion.   The 
Company shall pay cash adjustment in lieu of any fractional share of Common Stock.  

  
 
 
 
 



To convert a Certificated Note, a Holder must (1) complete and manually sign a 
conversion notice in the form of Exhibit A hereto (or complete and manually sign a 
facsimile of such notice) and deliver such notice to the Conversion Agent, (2) surrender 
the Note to the Conversion Agent, (3) furnish appropriate endorsements and transfer 
documents if required by the Conversion Agent, the Company or the Agent and (4) pay 
any transfer or similar tax, if required.  

 
7. Adjustment of Conversion Rate  
  

  The Conversion Rate shall be subject to adjustments, calculated by the Company, from 
time to time as follows:  

  
(a)  In case the Company shall hereafter pay a dividend or make a distribution to all 

holders of the outstanding Common Stock in shares of Common Stock, the 
Conversion Rate in effect at the opening of business on the date following the 
date fixed for the determination of stockholders entitled to receive such dividend 
or other distribution shall be increased by multiplying such Conversion Rate by a 
fraction:  

  
(1)  the numerator of which shall be the sum of the number of shares of 

Common Stock outstanding at the close of business on the Record Date 
fixed for such determination and the total number of shares constituting 
such dividend or other distribution, and  

  
(2)  The denominator of which shall be the sum of such number of shares.  

  
Such increase shall become effective immediately after the opening of business on the 
day following the Record Date. If any dividend or distribution of the type described in 
this paragraph 7(a) is declared but not so paid or made, the Conversion Rate shall again 
be adjusted to the Conversion Rate which would then be in effect if such dividend or 
distribution had not been declared.  

  
(b)  In case the outstanding shares of Common Stock shall be subdivided into a 

greater number of shares of Common Stock (commonly referred to as a “forward 
split”), the Conversion Rate in effect at the opening of business on the day 
following the day upon which such subdivision becomes effective shall be 
proportionately increased, and in case outstanding shares of Common Stock shall 
be combined into a smaller number of shares of Common Stock (commonly 
referred to as a “reverse split”), the Conversion Rate in effect at the opening of 
business on the day following the day upon which such combination becomes 
effective shall be reduced, in each such case, by multiplying such Conversion 
Rate by a fraction, the numerator of which shall be the number of shares of 
Common Stock outstanding immediately after giving effect to such subdivision or 
combination and the denominator of which shall be the number of shares of 
Common Stock outstanding immediately prior to such subdivision or 
combination. Such reduction or increase, as the case may be, to become effective 



immediately after the opening of business on the day following the day upon 
which such subdivision or combination becomes effective.  

 
(c) In case the Company shall issue rights or warrants to all holders of its outstanding 

shares of Common Stock entitling them (for a period of not more than 60 days) to 
subscribe for or purchase shares of Common Stock (or securities convertible into 
Common Stock) at a price per share (or having a Conversion Price per share) less 
than the Current Market Price on the Record Date fixed for the determination of 
stockholders entitled to receive such rights or warrants, the Conversion Rate shall 
be adjusted so that the same shall equal the price determined by multiplying the 
Conversion Rate in effect at the opening of business on the date after such Record 
Date by a fraction:  

  
(1)  the numerator of which shall be the number of shares of Common Stock 

outstanding on the close of business on the Record Date plus the total 
number of additional shares of Common Stock so offered for subscription 
or purchase (or into which the convertible securities so offered are 
convertible), and  

  
(2)  the denominator of which shall be the number of shares of Common Stock 

outstanding at the close of business on the Record Date plus the number of 
shares which the aggregate offering price of the total number of shares so 
offered for subscription or purchase (or the aggregate Conversion Price of 
the convertible securities so offered) would purchase at such Current 
Market Price.  

  
Such adjustment shall become effective immediately after the opening of business 
on the day following the Record Date fixed for determination of stockholders 
entitled to receive such rights or warrants. To the extent that shares of Common 
Stock (or securities convertible into Common Stock) are not delivered pursuant to 
such rights or warrants, upon the expiration or termination of such rights or 
warrants the Conversion Rate shall be readjusted to the Conversion Rate which 
would then be in effect had the adjustments made upon the issuance of such rights 
or warrants been made on the basis of the delivery of only the number of shares of 
Common Stock (or securities convertible into Common Stock) actually delivered. 
In the event that such rights or warrants are not so issued, the Conversion Rate 
shall again be adjusted to be the Conversion Rate which would then be in effect if 
such date fixed for the determination of stockholders entitled to receive such 
rights or warrants had not been fixed. In determining whether any rights or 
warrants entitle the holders to subscribe for or purchase shares of Common Stock 
at less than such Current Market Price, and in determining the aggregate offering 
price of such shares of Common Stock, there shall be taken into account any 
consideration received for such rights or warrants, the value of such consideration 
if other than cash, to be determined by the Board of Directors.  

  



(d)  In case the Company shall, by dividend or otherwise, distribute to all holders of 
its Common Stock shares of any class of capital stock of the Company (other than 
any dividends or distributions to which paragraph 7(a) applies) or evidences of its 
indebtedness or other assets, including securities, but excluding (1) any rights or 
warrants referred to in paragraph 7(c) and (3) dividends and distributions paid 
exclusively in cash referred to in paragraph 7(e) (the securities described in 
foregoing clauses (1)and (2) hereinafter in this paragraph 7(d) called the 
“excluded securities”), then, in each such case, subject to the second succeeding 
paragraph of this paragraph 7(d), the Conversion Rate shall be adjusted so that the 
same shall be equal to the price determined by multiplying the Conversion Rate in 
effect immediately prior to the close of business on the Record Date with respect 
to such distribution by a fraction:  

  
(1)  The numerator of which shall be such Current Market Price, and  

  
(2)  The denominator of which shall be the Current Market Price on such date, 

less the fair market value (as determined by the Board of Directors, whose 
determination shall be conclusive and set forth in a Board Resolution) on  

  

 
Such date of the portion of the securities or other assets so distributed (other than excluded
securities) applicable to one share of Common Stock (determined on the basis of the number
of shares of the Common Stock outstanding on the Record Date).  

  
Such increase shall become effective immediately prior to the opening of business on the 
day following the Record Date. However, in the event that the then fair market value (as 
so determined) of the portion of the securities so distributed (other than excluded 
securities) applicable to one share of Common Stock is equal to or greater than the 
Current Market Price on the Record Date, in lieu of the foregoing adjustment, adequate 
provision shall be made so that each Holder shall have the right to receive upon 
conversion of a Note (or any portion thereof) the amount of securities so distributed 
(other than excluded securities) such Holder would have received had such Holder 
converted such Note (or portion thereof) immediately prior to such Record Date. In the 
event that such dividend or distribution is not so paid or made, the Conversion Rate shall 
again be adjusted to be the Conversion Rate which would then be in effect if such 
dividend or distribution had not been declared.  

  
If the Board of Directors determines the fair market value of any distribution for purposes 
of this paragraph 7(d) by reference to the actual or when issued trading market for any 
securities comprising all or part of such distribution (other than excluded securities), it 
must in doing so consider the prices in such market over the same period (the “Reference 
Period”) used in computing the Current Market Price pursuant to paragraph 7(g) to the 
extent possible, unless the Board of Directors in a Board Resolution determines in good 
faith that determining the fair market value during the Reference Period would not be in 
the best interests of the Holder.  

  



For purposes of this paragraph 7(d) and paragraphs 7(a), 7(b) and 7(c), any dividend or 
distribution to which this paragraph 7(d) is applicable that also includes shares of 
Common Stock, a subdivision or combination of Common Stock to which paragraph 7(b) 
applies, or rights or warrants to subscribe for or purchase shares of Common Stock (or 
securities convertible into Common Stock) to which paragraph 7(c) applies (or any 
combination thereof), shall be deemed instead to be:  

  
(1)  a dividend or distribution of the evidences of indebtedness, assets, shares 

of capital stock, rights or warrants other than such shares of Common 
Stock, such subdivision or combination or such rights or warrants to which 
paragraphs 7(a), 7(b) and7(c) apply, respectively (and any Conversion 
Rate increase required by this paragraph 7(d) with respect to such 
dividend or distribution shall then be made), immediately followed by  

  
(2)  a dividend or distribution of such shares of Common Stock, such 

subdivision or combination or such rights or warrants (and any further 
Conversion Rate increase required by paragraphs 7(a), 7(b) and 7(c) with 
respect to such dividend or distribution shall then be made), except:  

  
(A)  the Record Date of such dividend or distribution shall be substituted as (x) 

“the date fixed for the determination of stockholders entitled to receive 
such dividend or other distribution”, “Record Date fixed for such 
determinations” and “Record Date” within the meaning of paragraph 7(a), 
(y) “the day upon which such subdivision becomes effective” and “the day 
upon which such combination becomes effective” within the meaning of 
paragraph 7(b), and (z) as “the date fixed for the determination of 
stockholders entitled to receive such rights or warrants”, “the Record Date 
fixed for the determination of the stockholders entitled to receive such 
rights or warrants” and such “Record Date” within the meaning of 
paragraph 7(c), and  

  
(B)  any shares of Common Stock included in such dividend or distribution 

shall not be deemed “outstanding at the close of business on the date fixed 
for such determination” within the meaning of paragraph 7(a) and any 
increase or reduction in the number of shares of Common Stock resulting 
from such subdivision or combination shall be disregarded in connection 
with such dividend or distribution.  

  
(e)  In case the Company shall, by dividend or otherwise, distribute to all holders of 

its Common Stock, cash (excluding any cash that is distributed as part of a 
distribution referred to in paragraph 7(d) hereof), then and in each such case, 
immediately after the close of business on such date, the Conversion Rate shall be 
increased so that the same shall equal the price determined by multiplying the 
Conversion Rate in effect immediately prior to the close of business on such 
Record Date by a fraction:  

  



(i)  The numerator of which shall be equal to the Current Market Price on 
such Record Date, and  

 (ii) the denominator of which shall be equal to the Current Market Price on 
the Record Date less an amount equal to the quotient of (x) the aggregate 
amount of the cash distributed and (y) the number of shares of Common 
Stock outstanding on the Record Date.  

  
In the event that such dividend or distribution is not so paid or made, the 
Conversion Rate shall again be adjusted to be the Conversion Rate which would 
then be in effect if such dividend or distribution had not been declared.  

  
(f)  In case the Company or any of its Subsidiaries pays holders of the Common Stock 

in respect of a tender offer or exchange offer, other than an odd-lot offer, by the 
Company or any of its Subsidiaries for shares of Common Stock to the extent that 
the cash and fair market value of any other consideration included in the payment 
per share of Common Stock exceeds the Sale Price per share of Common Stock 
on the Trading Day next succeeding the last date on which tenders or exchanges 
may be made pursuant to such tender offer or exchange offer (the “Expiration 
Time”), then, and in each such case, the Conversion Rate shall be adjusted so that 
the same shall equal the price determined by multiplying the Conversion Rate in 
effect immediately prior to close of business on the date of the Expiration Time 
by a fraction:  

  
(1)  the numerator of which shall be the sum of (x) the fair market value 

(determined as aforesaid) of the aggregate consideration payable to 
stockholders based on the acceptance (up to any maximum specified in the 
terms of the tender offer or exchange offer) of all shares validly tendered 
or exchanged and not withdrawn as of the Expiration Time (the shares 
deemed so accepted, up to any such maximum, being referred to as the 
“Purchased Shares”) and (y) the product of the number of shares of 
Common Stock outstanding (less any Purchased Shares) at the Expiration 
Time and the Sale Price of the Common Stock on the Trading Day next 
succeeding the Expiration Time, and  

  
(2)  the denominator of which shall be the number of shares of Common Stock 

outstanding (including any tendered or exchanged shares) at the 
Expiration Time multiplied by the Sale Price of the Common Stock on the 
Trading Day next succeeding the Expiration Time.  

  
Such increase (if any) shall become effective immediately prior to the opening of 
business on the day following the Expiration Time. In the event that the Company 
is obligated to purchase shares pursuant to any such tender offer or exchange 
offer, but the Company is permanently prevented by applicable law from effecting 
any such purchases or all such purchases are rescinded, the Conversion Rate shall 
again be adjusted to be the Conversion Rate which would then be in effect if such 
tender offer or exchange offer had not been made. If the application of this 



paragraph 7(f) to any tender offer or exchange offer would result in an increase in 
the Conversion Rate, no adjustment shall be made for such tender offer or 
exchange offer under this paragraph 7(f).  
 

 (g)  For purposes of this paragraph 7, the following terms shall have the 
meanings indicated:  

  
“Current Market Price” shall mean the average of the daily Sale Prices per share 
of Common Stock for the 5 (Five) consecutive Trading Days ending not later than 
the earlier of the date immediately prior to the date in question and the day before 
the “ex” date with respect to the issuance, distribution, subdivision or 
combination requiring such computation. If another issuance, distribution, 
subdivision or combination to which paragraph 7 applies occurs during the period 
applicable for calculating “Current Market Price” pursuant to the preceding 
definition, then “Current Market Price” shall be appropriately adjusted to reflect 
the impact of such issuance, distribution, subdivision or combination on the Sale 
Price of the Common Stock during such period. For purposes of this paragraph, 
the term “ex” date, when used:  

  
(A)  With respect to any issuance or distribution, means the first date on 

which the Common Stock trades regular way on the relevant 
exchange or in the relevant market from which the Sale Price was 
obtained without the right to receive such issuance or distribution;  

  
(B)  with respect to any subdivision or combination of shares of 

Common Stock, means the first date on which the Common Stock 
trades regular way on such exchange or in such market after the 
time at which such subdivision or combination becomes effective, 
and  

  
(C)  with respect to any tender or exchange offer, means the first date 

on which the Common Stock trades regular way on such exchange 
or in such market after the Expiration Time of such offer.  

  
Notwithstanding the foregoing, whenever successive adjustments to the 
Conversion Rate are called for pursuant to this paragraph 7, such adjustments 
shall be made to the Current Market Price as may be necessary or appropriate to 
effectuate the intent of this paragraph 7 and to avoid unjust or inequitable results 
as determined in good faith by the Board of Directors.  

  
(2)  “Fair market value” shall mean the amount which a willing buyer would 

pay a willing seller in an arm’s length transaction.  
  
 
 
 



(3)  “Record Date” shall mean for purposes of this paragraph 7, with respect to 
any dividend, distribution or other transaction or event in which the 
holders of Common Stock have the right to receive any cash, securities or 
other property or in which the Common Stock (or other applicable 
security) is exchanged for or converted into any combination of cash, 
securities or other property, the date fixed for determination of 
stockholders entitled to receive such cash, securities or other property 
(whether such date is fixed by the Board of Directors or by statute, 
contract or otherwise).  

  
(h)  The Company may make such increases in the Conversion Rate, in addition to 

those required by paragraph 7(a), (b), (c), (d), (e) or (f), as the Board of Directors 
considers to be advisable to avoid or diminish any income tax to holders of 
Common Stock or rights to purchase Common Stock resulting from any dividend 
or distribution of stock (or rights to acquire stock) or from any event treated as 
such for income tax purposes.  

  
To the extent permitted by applicable law, the Company from time to time may increase 
the Conversion Rate by any amount for any period of time if the period is at least 20 
(Twenty) days and the increase is irrevocable during the period and the Board of 
Directors determines in good faith that such increase would be in the best interests of the 
Company, which determination shall be conclusive and set forth in a Board Resolution. 
Whenever the Conversion Rate is increased pursuant to the preceding sentence, the 
Company shall mail to the Agent and each Holder at the address of such Holder as it 
appears in the Register a notice of the increase at least 15 (Fifteen) days prior to the date 
the increased Conversion Rate takes effect, and such notice shall state the increased 
Conversion Rate and the period during which it will be in effect.  

  
(i)  No adjustment in the Conversion Rate shall be required unless such adjustment 

would require an increase or decrease of at least 1% (One percent) in the 
Conversion Price then in effect; provided, however, that any adjustments which 
by reason of this paragraph 7(i) are not required to be made shall be carried 
forward and taken into account in any subsequent adjustment. In the event that, on 
the date that is five Business Days prior to the maturity of the Notes (whether at 
Stated Maturity or otherwise), an adjustment has been carried forward pursuant to 
the preceding sentence but has not yet been taken into account in an adjustment to 
the Conversion Rate and notwithstanding the first sentence of this paragraph (i), 
an adjustment to the Conversion Rate will be made on such date in accordance 
with the relevant paragraph of this paragraph 7. All calculations under this Article 
10 shall be made by the Company and shall be made to the nearest cent or to the 
nearest one hundredth of a share, as the case may be. No adjustment need be 
made for a change in the par value or no par value of the Common Stock. No 
adjustment in the Conversion Rate shall be required if the Holders participate in 
the transactions that would otherwise lead to an adjustment in the Conversion 
Rate pursuant to this paragraph 7.  

  



(j)  In any case in which this paragraph 7 provides that an adjustment shall become 
effective immediately after a Record Date for an event, the Company may defer 
until the occurrence of such event (i) issuing to the Holder of any Note converted 
after such Record Date and before the occurrence of such event the additional 
shares of Common Stock issuable upon such conversion by reason of the 
adjustment required by such event over and above the Common Stock issuable 
upon such conversion before giving effect to such adjustment and (ii) paying to 
such Holder any amount in cash in lieu of any fraction.  

  
(k)  For purposes of this paragraph 7, the number of shares of Common Stock at any 

time outstanding shall not include shares held in the treasury of the Company but 
shall include shares issuable in respect of scrip certificates issued in lieu of 
fractions of shares of Common Stock. The Company will not pay any dividend or 
make any distribution on shares of Common Stock held in the treasury of the 
Company.  

  
(l)  Whenever the Conversion Rate is adjusted as herein provided (other than in the 

case of an adjustment pursuant to the second paragraph of paragraph 7(h) for 
which the notice required by such paragraph has been provided), the Company 
shall promptly file with the Agent and any Conversion Agent other than the Agent 
an Officers’ Certificate setting forth the adjusted Conversion Rate and showing in 
reasonable detail the facts upon which such adjustment is based. Promptly after 
delivery of such Officers’ Certificate, the Company shall prepare a notice stating 
that the Conversion Rate has been adjusted and setting forth the adjusted 
Conversion Rate and the date on which each adjustment becomes effective, and 
shall mail, or cause the Agent to mail, at the Company’s expense, such notice to 
each Holder at the address of such Holder as it appears in the Register within 20 
(twenty) days of the effective date of such adjustment. Failure to deliver such 
notice shall not affect the legality or validity of any such adjustment.  

   
8. Denominations; Assignment; Transfer; Exchange.  
  

The Notes are in fully registered form, without coupons, in denominations of US$1,000 
of principal amount and whole multiples of US$1,000. The Registrar may require a 
Holder, in order to assign, transfer or exchange Notes, among other things, to furnish 
appropriate endorsements and assignment or transfer documents (in the form of Exhibit B 
or Exhibit C attached hereto, as applicable) and to pay any taxes and fees required by 
law. The Registrar need not transfer or exchange any Notes selected for redemption 
(except, in the case of a Note to be redeemed in part, the portion of the Note not to be 
redeemed) or any Notes for a period of 15 (Fifteen) days before the mailing of a notice of 
redemption of Notes to be redeemed.  

  
9. Persons Deemed Owners.  
  

The registered Holder of this Note shall be treated as the owner of this Note for all 
purposes.  



 10. Unclaimed Money or Notes.  
  
  The Agent and the Paying Agent shall return to the Company upon written request any 

money, Notes or shares of Common Stock held by them for the payment of any amount 
with respect to the Notes that remains unclaimed for two years, subject to applicable 
unclaimed property law. After such return to the Company, Holders entitled to the money 
or Notes must look to the Company for payment as general creditors unless an applicable 
abandoned property law designates another person.  

  
11. Amendment; Waiver.  
  

Except as set forth below, (i) this Note may be amended with the written consent of the 
Holders of not less than a majority in aggregate principal amount of the Notes at the time 
outstanding and (ii) certain Defaults may be waived with the written consent of the 
Holders of not less than a majority in aggregate principal amount of the Notes at the time 
outstanding. Without the consent of any Holder, the Company and the Agent may amend 
the Notes to, among other things, cure any ambiguity, omission, defect or inconsistency, 
to provide for uncertificated Notes in addition to or in place of certificated Notes or to 
make any change that does not adversely affect the rights of any Holder. The foregoing 
notwithstanding, without the consent of the Holder of this Note, no amendment may be 
made reducing the principal or the Interest Rate of this Note or extending the Stated 
Maturity of this Note. 

  
12. Defaults and Remedies.  
  

Events of Default include (1) the Company fails to pay when due the principal of any of 
the Notes at Stated Maturity, upon redemption or otherwise; (2) the Company fails to pay 
an installment of interest on any of the Notes that continues for 30 (Thirty) days after the 
date when due; (3) the Company fails to deliver shares of Common Stock, together with 
cash in lieu of fractional shares, when such Common Stock or cash in lieu of fractional 
shares is required to be delivered upon conversion of a Note and such failure continues 
for 10 days after written notice of default is given to the Company by the Agent or to the 
Company and the Agent by the Holder of such Note; (4) the Company fails to perform or 
observe any other term, covenant or agreement contained in the Notes for a period of 60 
(Sixty) days after written notice of such failure, requiring the Company to remedy the 
same, shall have been given to the Company by the Agent or to the Company and the 
Agent by the Holders of at least 50% (Fifty percent) in aggregate principal amount of the 
Notes then outstanding (a “Notice of Default”); (5) in the event of bankruptcy, insolvency 
or reorganization with respect to the Company or any Significant Subsidiary and (6) the 
Company’s filing of, or any Significant Subsidiaries’ filing of, a voluntary petition 
seeking liquidation, reorganization arrangement, readjustment of debts or for any other 
relief under the federal bankruptcy code.  If an Event of Default (other than an Event of 
Default specified in clause (5) or (6) of this paragraph 12) occurs and is continuing, the 
Agent, or the Holders of at least 50% (Fifty percent) in aggregate principal amount of the 
Notes at the time outstanding, may declare all the Notes to be due and payable 
immediately. An Event of Default under clause (5) or (6) of this paragraph 12 will result 



in the Notes becoming due and payable immediately upon the occurrence of such Events 
of Default.  

  
Holders may not enforce this Note, except with the approval of Holders of a majority in 
aggregate principle amount of the Notes. The Agent may refuse to enforce the Notes 
unless it receives reasonable indemnity or security.  

  
13. Subordination.  
  

The payment of principal of and interest on the Notes will be subordinated in right of 
payment to the prior payment in full in cash or cash equivalents (or otherwise to the 
extent Holders accept satisfaction of amounts due by settlement in other than cash or cash 
equivalents) of all Senior Indebtedness whether outstanding on the date of this Note or 
thereafter incurred.  

  
14. Agent Dealings with the Company.  
  

The Agent, in its individual or any other capacity, may become the owner or pledgee of 
Notes and may otherwise deal with and collect obligations owed to it by the Company or 
its Affiliates and may otherwise deal with the Company or its Affiliates with the same 
rights it would have if it were not Agent.  

 
   
15. No Recourse Against Others.  
  

A director, officer, employee or stockholder, as such, of the Company shall not have any 
liability for any obligations of the Company under the Notes or for any claim based on, in 
respect of or by reason of such obligations or their creation. By accepting a Note, each 
Holder waives and releases all such liability. The waiver and release are part of the 
consideration for the issue of the Notes.  

   
16. Abbreviations.  
  

Customary abbreviations may be used in the name of a Holder or an assignee, such as 
TEN COM (=tenants in common), TEN ENT (=tenants by the entireties), JT TEN (=joint 
tenants with right of survivorship and not as tenants in common), CUST (=custodian), 
and U/G/M/A (=Uniform Gift to Minors Act).  

  
17. GOVERNING LAW.  
  

THIS NOTE WILL BE GOVERNED BY, AND CONSTRUED IN ACCORDANCE 
WITH THE LAWS OF THE STATE OF NEVADA.  

  
 

  



Exhibit A 
 

CONVERSION NOTICE 
  
To convert this Note into Common Stock of the Company, check the box:  
  
To convert only part of this Note, state the principal amount to be converted (which must be 
US$1,000 or an integral multiple of US$1,000):  
  
US$                                               
  
If you want the stock certificate made out in another person’s name, fill in the form below:  
  
 
 
  

 
  

 
(Insert other person’s social sec. or tax ID no.) 

 
  

 
  

 
  

 
  

 
  

(Print or type other person’s name, address and zip code)  
  
� If you want the stock certificate made out in another person’s name, you are required to

complete and deliver to the Conversion Agent a duly completed Transfer Certificate which is
in the form of Exhibit B to this Note.  

 



EXHIBIT B 
 

ASSIGNMENT FORM 
  

For value received                                          hereby sell(s), assign(s), and transfer(s) 
unto                                               (Please insert social security or other Taxpayer Identification 
Number of assignee) the within Note, and hereby irrevocably constitutes and 
appoints                                               attorney to transfer the said Note on the books of the 
Company, with full power of substitution in the premises.  
  

In connection with the transfer of this Note, the undersigned registered owner of this Note 
hereby certifies with respect to US$                                              principal amount of this Note 
presented or surrendered on the date hereof (the “Surrendered Note”) for registration of transfer, 
or for exchange where the Notes issuable upon such transfer or exchange are to be registered in a 
name other than that of the undersigned registered owner (each such transaction being a 
“transfer”), that such transfer complies with the restrictive legend set forth on the face of the 
Surrendered Note for the reason checked below:  
  
  � A transfer of the Surrendered Note is made to the Company; or  
  

  
� The transfer of the Surrendered Note complies with Rule 144A under the U.S. Securities

Act of 1933, as amended (the “Securities Act”); or  
  

  
� The transfer of the Surrendered Note complies with Rule 501(a)(1), (2), (3) or (7) of Rule

501 under the Securities Act; or  
  

  
� The transfer of the Surrendered Note is pursuant to an effective registration statement

under the Securities Act, or  
  

  
� The transfer of the Surrendered Note is pursuant to another available exemption from the

registration requirement of the Securities Act,  
  

and unless the box below is checked, the undersigned confirms that, to the undersigned’s 
knowledge, the Surrendered Note is not being transferred to an “affiliate” of the Company 
as defined in Rule 144 under the Securities Act (an “Affiliate”).  

  
  � The transferee is an Affiliate of the Company.  
  
      
Dated:           
       
             
             
         
  

  
  

     
Signature(s) 
  



Signature(s) must be guaranteed by an 
“eligible guarantor institution” meeting 
the requirements of the Registrar, which 
requirements include membership or 
participation in the Security Transfer 
Agent Medallion Program (“STAMP”) or 
such other “signature guarantee program” 
as may be determined by the Notes 
registrar in addition to, or in substitution 
for, STAMP, all in accordance with the 
Securities Exchange Act of 1934, as 
amended. 

  
  



Exhibit C 
 

Transfer Certificate 
  

In connection with any transfer (or exchange or conversion as provided below) of any of the 
Notes, the undersigned registered owner of this Note hereby certifies with respect to 
US$                             principal amount of the above-captioned Notes presented or surrendered 
on the date hereof (the “Surrendered Notes”) for registration of transfer, or for exchange or 
conversion where the Notes or Common Stock issuable upon such exchange or conversion, as 
the case may be, are to be registered in a name other than that of the undersigned registered 
owner (each such transaction being a “transfer”), that such transfer complies with the restrictive 
legend set forth on the face of the Surrendered Notes for the reason checked below:  
  
  � A transfer of the Surrendered Notes is made to the Company or any Subsidiaries; or  
  

  
� The transfer of the Surrendered Notes complies with Rule 144A under the U.S. Securities

Act of 1933, as amended (the “Securities Act”); or  
  

  
� The transfer of the Surrendered Note complies with Rule 501(a)(1), (2), (3) or (7) of Rule 

501 under the Securities Act; or  
  

  
� The transfer of the Surrendered Notes is pursuant to an effective registration statement

under the Securities Act, or  
  

  
� The transfer of the Surrendered Notes is pursuant to another available exemption from

the registration requirement of the Securities Act,  
  

and unless the box below is checked, the undersigned confirms that, to the undersigned’s 
knowledge, such Notes are not being transferred to an “affiliate” of the Company as defined 
in Rule 144 under the Securities Act (an “Affiliate”).  

  
  � The transferee is an Affiliate of the Company.  
  
DATE:                                                                
  

 
  
 
  

Signature(s) 
  
(If the registered owner is a corporation, partnership or fiduciary, the title of the Person signing 
on behalf of such registered owner must be stated.)  
  
  



Exhibit D 
 

Definitions 
  

“Affiliate” of any specified person means any other person directly or indirectly 
controlling or controlled by or under direct or indirect common control with such 
specified person. For purposes of this definition, “control” when used with respect to any 
specified person means the power to direct or cause the direction of the management and 
policies of such person, directly or indirectly, whether through the ownership of voting 
securities, by contract or otherwise; and the terms “controlling” and “controlled” have 
meanings correlative to the foregoing.  

 
“Agent” means the Company until a successor replaces it as agent with respect to the 
Notes and, thereafter, shall mean such successor. The foregoing sentence shall likewise 
apply to any subsequent such successor or successors.  

  
“Board of Directors” means either the board of directors of the Company or any duly 
authorized committee of such board.  

  
“Board Resolution” means a resolution duly adopted by the Board of Directors, a copy of 
which, certified by the Secretary or an Assistant Secretary of the Company to be in full 
force and effect on the date of such certification, shall have been delivered to the Agent.  

  
“Business Day” means each day of the year other than a Saturday or a Sunday on which 
banking institutions are not required or authorized to close in The City of New York.  

  
“Capital Stock” of any corporation means any and all shares, interests, rights to purchase, 
warrants, options, participations or other equivalents of or interests in (however 
designated) stock or other equity issued by that corporation.  

  
“Common Stock” means the Common Stock, par value US$0.00001 per share, of the 
Company as it exists on the date of this Note. Shares issuable on conversion of Notes 
shall include only shares of Common Stock or shares of any class or classes of common 
stock resulting from any reclassification or reclassifications thereof; provided, however, 
that if at any time there shall be more than one such of each such class then so issuable 
shall be substantially in the proportion which the total number of shares of such class 
resulting from all such reclassifications bears to the total number of shares of all such 
classes resulting from all such reclassifications.  

  
“Common stock” means any stock of any class of Capital Stock which has no preference 
in respect of dividends or of amounts payable in the event of any voluntary or involuntary 
liquidation, dissolution or winding up of the issuer.  

  
 
 



“Company” means the party named as the “Company” in the first paragraph of this Note 
until a successor replaces it pursuant to the applicable provisions of this Note, and, 
thereafter, “Company” shall mean such successor. The foregoing sentence shall likewise 
apply to any subsequent such successor or successors.  

   
“Conversion Agent” means any person authorized by the Company to convert Notes in 
accordance with Article 10 hereof. On the date of this Note, the Company hereby 
appoints the Agent as the Conversion Agent.  

  
“Conversion Price” means US$1,000 divided by the applicable Conversion Rate.  

  
“Conversion Value” for the Notes is equal to the product of (i) the Sale Price per share of 
the Common Stock on a given day and (ii) the then current Conversion Rate.   

   
“Default” means any event which is, or after notice or passage of time or both would be, 
an Event of Default.  

   
“Dollar” or “U.S.$” means a dollar or other equivalent unit in such coin or currency of 
the United States as at the time shall be legal tender for the payment of public and private 
debts.  

  
“GAAP” means United States generally accepted accounting principles as in effect from 
time to time.  

  
“Holder” means a person in whose name a Note is registered on the Registrar’s books.  

  
“Indebtedness” means, with respect to any person, without duplication:  

  
(1)  all obligations and other liabilities, contingent or otherwise, of such person 

for borrowed money (including overdrafts) to the extent such obligations 
and other liabilities would appear as a liability upon the consolidated 
balance sheet of such a person in accordance with GAAP or for the 
deferred purchase price of property or services, excluding any trade 
payables and other accrued current liabilities incurred in the ordinary 
course of business, but including, without limitation, all obligations, 
contingent or otherwise, of such person in connection with any letters of 
credit and acceptances issued under letter of credit facilities, acceptance 
facilities or other similar facilities;  

  
(2)  all obligations of such person evidenced by bonds, credit or loan 

agreements, notes, debentures or other similar instruments to the extent 
such obligations would appear as a liability upon the consolidated balance 
sheet of such a person in accordance with GAAP;  

  
 



(3)  indebtedness of such person created or arising under any conditional sale 
or other title retention agreement with respect to property acquired by such 
person (even if the rights and remedies of the seller or lender under such 
agreement in the event of default are limited to repossession or sale of 
such property), but excluding trade payables arising in the ordinary course 
of business;  

 
 (4)  All obligations and liabilities, contingent or otherwise, in respect of leases 

of the person required, in conformity with GAAP, to be accounted for as 
capitalized lease obligations on the consolidated balance sheet of the 
person;  

  
(5)  all net obligations of such person under or in respect of interest rate 

agreements, currency agreements or other swap, cap floor or collar 
agreements, hedge agreements, forward contracts or similar instruments or 
agreements or foreign currency, hedge, exchange or purchase or similar 
instruments or agreements;  

  
(6)  all indebtedness referred to in (but not excluded from) the preceding 

clauses (1) through (5) of other persons, the payment of which is secured 
by (or for which the holder of such indebtedness has an existing right, 
contingent or otherwise, to be secured by) any Lien on or with respect to 
property (including, without limitation, accounts and contract rights) 
owned by the referent person, even though such person has not assumed or 
become liable for the payment of such indebtedness (the amount of such 
obligation being deemed to be the lesser of the value of such property or 
asset or the amount of the obligation so secured);  

  
(7)  All guarantees by such person of indebtedness referred to in this definition 

or of any other person;  
  

(8)  All Redeemable Capital Stock of such person valued at the greater of its 
voluntary or involuntary maximum fixed purchase price plus accrued and 
unpaid dividends;  

  
(9)  the present value of the obligation of such person as lessee for net rental 

payments (excluding all amounts required to be paid on account of 
maintenance and repairs, insurance, taxes, assessments, water, utilities and 
similar charges to the extent included in such rental payments) during the 
remaining term of the lease included in any such sale and leaseback 
transaction including any period for which such lease has been extended 
or may, at the option of the lessor, be extended. Such present value shall 
be calculated using a discount rate equal to the rate of interest implicit in 
such transaction, determined in accordance with GAAP; and  

  



(10)  any and all refinancings, replacements, deferrals, renewals, extensions and 
refundings of or amendments, modifications or supplements to, any 
indebtedness, obligation or liability of the kind described in clauses (1) 
through (9) above.  

  
“Interest Payment Date” means the date specified in the Notes as the fixed date on which 
an installment of interest on the Notes is due and payable.  

  
“Interest Rate” means 10% (Ten percent) per annum.  

  
“Issue Date” of any Note means the date on which the Note was originally issued or 
deemed issued as set forth on the face of the Note.  

  
“Lien” means, with respect to any asset, any mortgage, lien, pledge, charge, security 
interest or encumbrance of any kind in respect of such asset given to secure Indebtedness, 
whether or not filed, recorded or otherwise perfected under applicable law (including any 
conditional sale or other title retention agreement, any lease in the nature thereof, any 
option or other agreement to sell or give a security interest in and any filing of or 
agreement to give any financing statement under the Uniform Commercial Code (or 
equivalent statutes) of any jurisdiction with respect to any such lien, pledge, charge or 
security interest).  

  
“Notes” mean the Company’s convertible Notes due May 3, 2011.  

  
“Officer” means the Chairman of the Board, the Vice Chairman, the Chief Executive 
Officer, the President, any Executive Vice President, any Senior Vice President, any Vice 
President, the Treasurer or the Secretary or any Assistant Treasurer or Assistant Secretary 
of the Company. 

 
“Officers’ Certificate” means a written certificate signed in the name of the Company by 
any one Officer, and delivered to the Agent 

 
“person” or “Person” means any individual, corporation, limited liability company, 
partnership, joint venture, association, joint-stock company, trust, unincorporated 
organization, or government or any agency or political subdivision thereof, including any 
subdivision or ongoing business of any such entity or substantially all of the assets of any 
such entity, subdivision or business.  

  
  “Principal” of a Note means the principal amount due on the Stated Maturity as set forth 

on the face of the Note.  
  
 
 
 
 



“Redeemable Capital Stock” means any class of the Company’s Capital Stock that, either 
by its terms, by the terms of any securities into which it is convertible or exchangeable or 
by contract or otherwise, is, or upon the happening of an event or passage of time would 
be, required to be redeemed (whether by sinking fund or otherwise) prior to the date that 
is 91 days after the Stated Maturity of the Notes or is redeemable at the option of the 
holder thereof at any time prior to such date.  Securities at any time prior to such date 
(unless it is convertible or exchangeable solely at the Company’s option).  

  
“Redemption Date” or “redemption date” means the date specified for redemption of the 
Notes in accordance with the terms of this Note.  

  
“Redemption Price” or “redemption price” shall have the meaning set forth in paragraph 
5 of this Note.  

  
“Regular Record Date” means, with respect to the interest payable on any Interest 
Payment Date, the close of business on the March 15 or September 15 (whether or not a 
Business Day), as the case may be, next preceding such Interest Payment Date.  

   
“Rule 144” means Rule 144 under the Securities Act (or any successor provision), as it 
may be amended from time to time.  

  
“Rule 144A” means Rule 144A under the Securities Act (or any successor provision), as 
it may be amended from time to time.  

  
“Sale Price” as of any date means the closing per share sale price (or if no closing sale 
price is reported, the average bid price and ask prices or, if more than one in either case, 
the average of the average bid and average ask prices) on such date on the Nasdaq 
National Market or such other principal United States securities exchange on which the 
Common Stock is traded or, if the Common Stock is not listed on a United States national 
or regional securities exchange, as reported by the National Association of Securities 
Dealers Automated Quotation System or by the National Quotation Bureau Incorporated. 
In the absence of a quotation, the Company will determine the sale price on the basis of 
such quotations as the Company considers appropriate.  

  
“SEC” means the Securities and Exchange Commission.  

  
“Securities Act” means the United States Securities Act of 1933 (or any successor 
statute), as amended from time to time.  

  
“Senior Indebtedness” means any Indebtedness of the Company, unless by the terms of 
the instrument creating or evidencing such Indebtedness, such Indebtedness is expressly 
designated equal or junior in right of payment to the Notes.  

  
Notwithstanding the foregoing, “Senior Indebtedness” shall not include:  

  
(a)  Indebtedness evidenced by the Notes;  



 (b) Indebtedness of the Company that by operation of law is subordinate to any 
general unsecured obligations of the Company;  

  
(c)  any liability for federal, state or local taxes or other taxes, owed by the Company.  

  
(d)  accounts payable or other liabilities owed or owing by the Company to trade 

creditors (including guarantees thereof or instruments evidencing such liabilities);  
  

(e)  amounts owed by the Company for compensation to employees or for services 
rendered to the Company;  

  
(f)  Indebtedness of the Company to any Subsidiary or any other Affiliate of the 

Company or any of such Affiliate’s Subsidiaries;  
  

(g)  Capital Stock of the Company, including Redeemable Capital Stock; and  
  

(h)  Indebtedness of the Company which, when incurred and without regard to any 
election under Section 1111(b) of Title 11 of the United States Code, is without 
recourse to the Company.  

  
“Significant Subsidiary” means any Subsidiary that would be, as of the date of the 
applicable action set forth in this Note, a “significant subsidiary” of the Company within 
the meaning of Rule 1-02(w) of Regulation S-X promulgated by the SEC.  

  
“Stated Maturity”, when used with respect to any Note, means the date specified in such 
Note as the fixed date on which the principal of such Note is due and payable.  

  
“Subsidiary” means, with respect to any Person, (i) a corporation, a majority of whose 
Capital Stock with voting power, under ordinary circumstances, to elect directors is, at 
the date of determination, directly or indirectly owned by such Person, by one or more 
Subsidiaries of such Person or by such Person and one or more Subsidiaries of such 
Person, (ii) a partnership in which such Person or a Subsidiary of such Person holds a 
majority interest in the equity capital or profits of such partnership, or (iii) any other 
entity (other than a corporation) in which such Person, a Subsidiary of such Person or 
such Person and one or more Subsidiaries of such Person, directly or indirectly, at the 
date of determination, has (x) at least a majority ownership interest or (y) the power to 
elect or direct the election of a majority of the directors or other governing body of such 
entity.  

  
  “Trading Day” means a day during which trading in securities generally occurs on the 

Nasdaq National Market or, if the Common Stock is not listed on a national or regional 
securities exchange, on the National Association of Securities Dealers Automated 
Quotation System, or, if the Common Stock is not quoted on the National Association of 
Securities Dealers Automated Quotation System, on the principal other market on which 
the Common Stock is then traded.  

  



  “United States” means the United States of America (including the States and the District 
of Columbia), its territories, its possessions and other areas subject to its jurisdiction (its 
“possessions” including Puerto Rico, the U.S. Virgin Islands, Guam, American Samoa, 
Wake Island and the Northern Mariana Islands).   

 
 
 
 
 
 
 
 
 
 
 



Convertible Note 
 

THE SECURITY EVIDENCED HEREBY HAS NOT BEEN REGISTERED UNDER 
THE U.S. SECURITIES ACT OF 1933, AS AMENDED (THE “SECURITIES ACT”). THE 
HOLDER HEREOF, BY PURCHASING THIS NOTE, AGREES FOR THE BENEFIT OF 
GNCC CAPITAL, INC. (THE “COMPANY”) THAT THIS NOTE MAY NOT BE RESOLD, 
PLEDGED OR OTHERWISE, OTHER THAN (1) TO THE COMPANY, (2) SO LONG AS 
THIS NOTE IS ELIGIBLE FOR RESALE PURSUANT TO RULE 144A UNDER THE 
SECURITIES ACT (“RULE 144A”), TO A PERSON WHOM THE SELLER REASONABLY 
BELIEVES IS A QUALIFIED INSTITUTIONAL BUYER WITHIN THE MEANING OF 
RULE 144A, PURCHASING FOR ITS OWN ACCOUNT OR FOR THE ACCOUNT OF A 
QUALIFIED INSTITUTIONAL BUYER TO WHOM NOTICE IS GIVEN THAT THE 
RESALE, PLEDGE OR OTHER TRANSFER IS BEING MADE IN RELIANCE ON RULE 
144A, (3) TO AN INSTITUTIONAL ACCREDITED INVESTOR” AS DEFINED IN RULE 
501 (A)(1), (2), (3) OR (7) OF RULE 501 UNDER THE SECURITIES ACT 
(“INSTITUTIONAL ACCREDITED INVESTOR”) THAT IS ACQUIRING THIS NOTE FOR 
INVESTMENT PURPOSES AND NOT FOR DISTRIBUTION, AND THAT, PRIOR TO 
SUCH TRANSFER, DELIVERS TO THE COMPANY AND THE AGENT A SIGNED 
LETTER CONTAINING CERTAIN REPRESENTATIONS AND AGREEMENTS RELATING 
TO THE RESTRICTIONS ON TRANSFER OF THE NOTE EVIDENCED HEREBY (THE 
FORM OF WHICH LETTER MAY BE OBTAINED FROM THE AGENT), (4) PURSUANT 
TO RULE 144 UNDER THE SECURITIES ACT, (5) PURSUANT TO ANOTHER 
AVAILABLE EXEMPTION FROM REGISTRATION UNDER THE SECURITIES ACT OR 
(6) PURSUANT TO AN EFFECTIVE REGISTRATION STATEMENT UNDER THE 
SECURITIES ACT, IN EACH CASE IN ACCORDANCE WITH ANY APPLICABLE 
SECURITIES LAWS OF ANY STATE OF THE UNITED STATES PRIOR TO A TRANSFER 
OF THIS NOTE (OTHER THAN A TRANSFER PURSUANT TO CLAUSE (6) ABOVE), 
THE HOLDER OF THIS NOTE MUST, PRIOR TO SUCH TRANSFER, FURNISH TO THE 
COMPANY AND THE TRANSFER AGENT SUCH CERTIFICATES AND OTHER 
INFORMATION AND LEGAL OPINIONS AS THEY MAY REASONABLY REQUIRE. THE 
HOLDER HEREOF, BY PURCHASING THIS NOTE, REPRESENTS AND AGREES FOR 
THE BENEFIT OF THE COMPANY THAT IT IS AN ACCREDITED INVESTOR OR A 
QUALIFIED INSTITUTIONAL BUYER AND THAT IT IS HOLDING THIS NOTE FOR 
INVESTMENT PURPOSES AND NOT FOR DISTRIBUTION. IN ANY CASE THE 
HOLDER HEREOF WILL NOT, DIRECTLY OR INDIRECTLY, ENGAGE IN ANY 
HEDGING TRANSACTION WITH REGARD TO THIS NOTE OR ANY COMMON STOCK 
ISSUABLE UPON CONVERSION OF THIS NOTE EXCEPT AS PERMITTED BY THE 
SECURITIES ACT. 
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Capitalized terms used herein but not defined shall have the meanings assigned to them in 
Exhibit D attached hereto and incorporated by reference herein unless otherwise indicated.  
  
1. Cash Interest.  
  
  The Company promises to pay interest at the Interest Rate in cash on the principal 

amount of this Note. The Company will pay cash interest semiannually in arrears on June 
30 and December 31 of each year (each an “Interest Payment Date”), beginning on 
December 31, 2013, to Holders of record at the close of business on the preceding June 
15 and December 15 (whether or not a business day) (each a “Regular Record Date”), as 
the case may be, immediately preceding such Interest Payment Date. Cash interest on the 
Notes will accrue from the most recent date to which interest has been paid or duly 
provided or, if no interest has been paid, from the Issue Date. Cash interest will be 
computed on the basis of a 360-day year of twelve 30-day months. The Company shall 
pay cash interest on overdue principal at the rate borne by the Notes, and it shall pay 
interest in cash on overdue installments of cash interest at the same rate to the extent 
lawful. All such overdue cash interest shall be payable on demand. Upon conversion, 
accrued and unpaid interest shall be deemed paid in full rather than cancelled, 
extinguished or forfeited.  

  
2. Method of Payment.  
  

The Company will make payments in respect of the principal of, and cash interest on this 
Note and in respect of Redemption Prices, if any, to Holders who surrender Notes to a 
Paying Agent to collect such payments in respect of the Notes. The Company will pay 
cash amounts in money of the United States that at the time of payment is legal tender for 
payment of public and private debts. However, the Company may make such cash 
payments by check or wire transfer payable in such money. Any payment required to be 
made on any day that is not a Business Day will be made on the next succeeding 
Business Day.  

  
3. Paying Agent, Conversion Agent and Registrar.  
  

Initially, the Agent will act as Paying Agent, Conversion Agent and Registrar. The 
Company may appoint and change any Paying Agent, Conversion Agent, Registrar or co-
registrar without notice, other than notice to the Agent, which shall initially be an office 
or agency of the Agent. The Company or any of its Subsidiaries or any of their Affiliates 
may act as Paying Agent, Conversion Agent, Registrar or co-registrar.  

  
4. The Notes  
  

The Notes are general unsecured subordinated obligations of the Company limited to 
US$2,000,000 (Two million dollars) aggregate principal amount plus any additional 
accrued interest on these Notes. The Company may incur other Indebtedness, secured or 
unsecured.  

  



5. Optional Redemption.  
  

This Note is not redeemable prior to June 17, 2016. On and after June 17, 2016, the 
Company may at its option, redeem the Notes in whole or in part at any time or in part 
from time to time, in cash. If the Company redeems the Notes at its option, the Notes will 
be redeemed at a redemption price equal to 100% (One hundred percent) of the principal 
amount (the “Redemption Price”), plus accrued and unpaid interest, if any, to (but not 
including) the Redemption Date. If a Redemption Date is after a Regular Record Date but 
on or prior to the corresponding Interest Payment Date, the accrued and unpaid interest 
becoming due on such date shall be payable to the Holders of such Notes, or one or more 
predecessor Notes, registered as such on the relevant Regular Record Date according to 
their terms, and the Redemption Price shall not include such interest payment. If fewer 
than all the Notes are to be redeemed, the Agent shall select the particular Notes to be 
redeemed from the outstanding Notes by lot or shall redeem each note proportionally.  

  
On and after the Redemption Date, interest ceases to accrue on Notes or portions of Notes 
called for redemption, unless the Company defaults in the payment of the Redemption 
Price and accrued and unpaid interest.  

  
30 (Thirty) days prior notice of redemption will be given by the Company to the Holders 
at their registered address of record.  

  
No sinking fund is provided for the Notes.  

   
 6. Conversion.  
  

Except as set forth in the next sentence, a Holder of a Note may convert such Note (or 
any portion thereof equal to US$1,000 or any integral multiple of US$1,000 in excess 
thereof) into Common Stock at any time at the Conversion Rate then in effect. If such 
Note is called for redemption, such conversion right shall terminate at the close of 
business on the second Business Day prior to the Redemption Date for such Note (unless 
the Company shall default in making the redemption payment when due, in which case 
the conversion right shall terminate at the close of business on the date such default is 
cured and such Note is redeemed).  

  
The number of shares of Common Stock issuable upon conversion of a Note shall be 
determined by dividing the principal amount of the Note or portion thereof surrendered 
for conversion by US$1,000, and then multiplying the quotient by the Conversion Rate in 
effect on the Conversion Date. The “Conversion Rate” is based on the average trading 
price as reported for the 5 (Five) trading days preceding the date of conversion.   The 
Company shall pay cash adjustment in lieu of any fractional share of Common Stock.  

  
 
 
 
 



To convert a Certificated Note, a Holder must (1) complete and manually sign a 
conversion notice in the form of Exhibit A hereto (or complete and manually sign a 
facsimile of such notice) and deliver such notice to the Conversion Agent, (2) surrender 
the Note to the Conversion Agent, (3) furnish appropriate endorsements and transfer 
documents if required by the Conversion Agent, the Company or the Agent and (4) pay 
any transfer or similar tax, if required.  

 
7. Adjustment of Conversion Rate  
  

  The Conversion Rate shall be subject to adjustments, calculated by the Company, from 
time to time as follows:  

  
(a)  In case the Company shall hereafter pay a dividend or make a distribution to all 

holders of the outstanding Common Stock in shares of Common Stock, the 
Conversion Rate in effect at the opening of business on the date following the 
date fixed for the determination of stockholders entitled to receive such dividend 
or other distribution shall be increased by multiplying such Conversion Rate by a 
fraction:  

  
(1)  the numerator of which shall be the sum of the number of shares of 

Common Stock outstanding at the close of business on the Record Date 
fixed for such determination and the total number of shares constituting 
such dividend or other distribution, and  

  
(2)  The denominator of which shall be the sum of such number of shares.  

  
Such increase shall become effective immediately after the opening of business on the 
day following the Record Date. If any dividend or distribution of the type described in 
this paragraph 7(a) is declared but not so paid or made, the Conversion Rate shall again 
be adjusted to the Conversion Rate which would then be in effect if such dividend or 
distribution had not been declared.  

  
(b)  In case the outstanding shares of Common Stock shall be subdivided into a 

greater number of shares of Common Stock (commonly referred to as a “forward 
split”), the Conversion Rate in effect at the opening of business on the day 
following the day upon which such subdivision becomes effective shall be 
proportionately increased, and in case outstanding shares of Common Stock shall 
be combined into a smaller number of shares of Common Stock (commonly 
referred to as a “reverse split”), the Conversion Rate in effect at the opening of 
business on the day following the day upon which such combination becomes 
effective shall be reduced, in each such case, by multiplying such Conversion 
Rate by a fraction, the numerator of which shall be the number of shares of 
Common Stock outstanding immediately after giving effect to such subdivision or 
combination and the denominator of which shall be the number of shares of 
Common Stock outstanding immediately prior to such subdivision or 
combination. Such reduction or increase, as the case may be, to become effective 



immediately after the opening of business on the day following the day upon 
which such subdivision or combination becomes effective.  

 
(c) In case the Company shall issue rights or warrants to all holders of its outstanding 

shares of Common Stock entitling them (for a period of not more than 60 days) to 
subscribe for or purchase shares of Common Stock (or securities convertible into 
Common Stock) at a price per share (or having a Conversion Price per share) less 
than the Current Market Price on the Record Date fixed for the determination of 
stockholders entitled to receive such rights or warrants, the Conversion Rate shall 
be adjusted so that the same shall equal the price determined by multiplying the 
Conversion Rate in effect at the opening of business on the date after such Record 
Date by a fraction:  

  
(1)  the numerator of which shall be the number of shares of Common Stock 

outstanding on the close of business on the Record Date plus the total 
number of additional shares of Common Stock so offered for subscription 
or purchase (or into which the convertible securities so offered are 
convertible), and  

  
(2)  the denominator of which shall be the number of shares of Common Stock 

outstanding at the close of business on the Record Date plus the number of 
shares which the aggregate offering price of the total number of shares so 
offered for subscription or purchase (or the aggregate Conversion Price of 
the convertible securities so offered) would purchase at such Current 
Market Price.  

  
Such adjustment shall become effective immediately after the opening of business 
on the day following the Record Date fixed for determination of stockholders 
entitled to receive such rights or warrants. To the extent that shares of Common 
Stock (or securities convertible into Common Stock) are not delivered pursuant to 
such rights or warrants, upon the expiration or termination of such rights or 
warrants the Conversion Rate shall be readjusted to the Conversion Rate which 
would then be in effect had the adjustments made upon the issuance of such rights 
or warrants been made on the basis of the delivery of only the number of shares of 
Common Stock (or securities convertible into Common Stock) actually delivered. 
In the event that such rights or warrants are not so issued, the Conversion Rate 
shall again be adjusted to be the Conversion Rate which would then be in effect if 
such date fixed for the determination of stockholders entitled to receive such 
rights or warrants had not been fixed. In determining whether any rights or 
warrants entitle the holders to subscribe for or purchase shares of Common Stock 
at less than such Current Market Price, and in determining the aggregate offering 
price of such shares of Common Stock, there shall be taken into account any 
consideration received for such rights or warrants, the value of such consideration 
if other than cash, to be determined by the Board of Directors.  

  



(d)  In case the Company shall, by dividend or otherwise, distribute to all holders of 
its Common Stock shares of any class of capital stock of the Company (other than 
any dividends or distributions to which paragraph 7(a) applies) or evidences of its 
indebtedness or other assets, including securities, but excluding (1) any rights or 
warrants referred to in paragraph 7(c) and (3) dividends and distributions paid 
exclusively in cash referred to in paragraph 7(e) (the securities described in 
foregoing clauses (1)and (2) hereinafter in this paragraph 7(d) called the 
“excluded securities”), then, in each such case, subject to the second succeeding 
paragraph of this paragraph 7(d), the Conversion Rate shall be adjusted so that the 
same shall be equal to the price determined by multiplying the Conversion Rate in 
effect immediately prior to the close of business on the Record Date with respect 
to such distribution by a fraction:  

  
(1)  The numerator of which shall be such Current Market Price, and  

  
(2)  The denominator of which shall be the Current Market Price on such date, 

less the fair market value (as determined by the Board of Directors, whose 
determination shall be conclusive and set forth in a Board Resolution) on  

  

 
Such date of the portion of the securities or other assets so distributed (other than excluded
securities) applicable to one share of Common Stock (determined on the basis of the number
of shares of the Common Stock outstanding on the Record Date).  

  
Such increase shall become effective immediately prior to the opening of business on the 
day following the Record Date. However, in the event that the then fair market value (as 
so determined) of the portion of the securities so distributed (other than excluded 
securities) applicable to one share of Common Stock is equal to or greater than the 
Current Market Price on the Record Date, in lieu of the foregoing adjustment, adequate 
provision shall be made so that each Holder shall have the right to receive upon 
conversion of a Note (or any portion thereof) the amount of securities so distributed 
(other than excluded securities) such Holder would have received had such Holder 
converted such Note (or portion thereof) immediately prior to such Record Date. In the 
event that such dividend or distribution is not so paid or made, the Conversion Rate shall 
again be adjusted to be the Conversion Rate which would then be in effect if such 
dividend or distribution had not been declared.  

  
If the Board of Directors determines the fair market value of any distribution for purposes 
of this paragraph 7(d) by reference to the actual or when issued trading market for any 
securities comprising all or part of such distribution (other than excluded securities), it 
must in doing so consider the prices in such market over the same period (the “Reference 
Period”) used in computing the Current Market Price pursuant to paragraph 7(g) to the 
extent possible, unless the Board of Directors in a Board Resolution determines in good 
faith that determining the fair market value during the Reference Period would not be in 
the best interests of the Holder.  

  



For purposes of this paragraph 7(d) and paragraphs 7(a), 7(b) and 7(c), any dividend or 
distribution to which this paragraph 7(d) is applicable that also includes shares of 
Common Stock, a subdivision or combination of Common Stock to which paragraph 7(b) 
applies, or rights or warrants to subscribe for or purchase shares of Common Stock (or 
securities convertible into Common Stock) to which paragraph 7(c) applies (or any 
combination thereof), shall be deemed instead to be:  

  
(1)  a dividend or distribution of the evidences of indebtedness, assets, shares 

of capital stock, rights or warrants other than such shares of Common 
Stock, such subdivision or combination or such rights or warrants to which 
paragraphs 7(a), 7(b) and7(c) apply, respectively (and any Conversion 
Rate increase required by this paragraph 7(d) with respect to such 
dividend or distribution shall then be made), immediately followed by  

  
(2)  a dividend or distribution of such shares of Common Stock, such 

subdivision or combination or such rights or warrants (and any further 
Conversion Rate increase required by paragraphs 7(a), 7(b) and 7(c) with 
respect to such dividend or distribution shall then be made), except:  

  
(A)  the Record Date of such dividend or distribution shall be substituted as (x) 

“the date fixed for the determination of stockholders entitled to receive 
such dividend or other distribution”, “Record Date fixed for such 
determinations” and “Record Date” within the meaning of paragraph 7(a), 
(y) “the day upon which such subdivision becomes effective” and “the day 
upon which such combination becomes effective” within the meaning of 
paragraph 7(b), and (z) as “the date fixed for the determination of 
stockholders entitled to receive such rights or warrants”, “the Record Date 
fixed for the determination of the stockholders entitled to receive such 
rights or warrants” and such “Record Date” within the meaning of 
paragraph 7(c), and  

  
(B)  any shares of Common Stock included in such dividend or distribution 

shall not be deemed “outstanding at the close of business on the date fixed 
for such determination” within the meaning of paragraph 7(a) and any 
increase or reduction in the number of shares of Common Stock resulting 
from such subdivision or combination shall be disregarded in connection 
with such dividend or distribution.  

  
(e)  In case the Company shall, by dividend or otherwise, distribute to all holders of 

its Common Stock, cash (excluding any cash that is distributed as part of a 
distribution referred to in paragraph 7(d) hereof), then and in each such case, 
immediately after the close of business on such date, the Conversion Rate shall be 
increased so that the same shall equal the price determined by multiplying the 
Conversion Rate in effect immediately prior to the close of business on such 
Record Date by a fraction:  

  



(i)  The numerator of which shall be equal to the Current Market Price on 
such Record Date, and  

 (ii) the denominator of which shall be equal to the Current Market Price on 
the Record Date less an amount equal to the quotient of (x) the aggregate 
amount of the cash distributed and (y) the number of shares of Common 
Stock outstanding on the Record Date.  

  
In the event that such dividend or distribution is not so paid or made, the 
Conversion Rate shall again be adjusted to be the Conversion Rate which would 
then be in effect if such dividend or distribution had not been declared.  

  
(f)  In case the Company or any of its Subsidiaries pays holders of the Common Stock 

in respect of a tender offer or exchange offer, other than an odd-lot offer, by the 
Company or any of its Subsidiaries for shares of Common Stock to the extent that 
the cash and fair market value of any other consideration included in the payment 
per share of Common Stock exceeds the Sale Price per share of Common Stock 
on the Trading Day next succeeding the last date on which tenders or exchanges 
may be made pursuant to such tender offer or exchange offer (the “Expiration 
Time”), then, and in each such case, the Conversion Rate shall be adjusted so that 
the same shall equal the price determined by multiplying the Conversion Rate in 
effect immediately prior to close of business on the date of the Expiration Time 
by a fraction:  

  
(1)  the numerator of which shall be the sum of (x) the fair market value 

(determined as aforesaid) of the aggregate consideration payable to 
stockholders based on the acceptance (up to any maximum specified in the 
terms of the tender offer or exchange offer) of all shares validly tendered 
or exchanged and not withdrawn as of the Expiration Time (the shares 
deemed so accepted, up to any such maximum, being referred to as the 
“Purchased Shares”) and (y) the product of the number of shares of 
Common Stock outstanding (less any Purchased Shares) at the Expiration 
Time and the Sale Price of the Common Stock on the Trading Day next 
succeeding the Expiration Time, and  

  
(2)  the denominator of which shall be the number of shares of Common Stock 

outstanding (including any tendered or exchanged shares) at the 
Expiration Time multiplied by the Sale Price of the Common Stock on the 
Trading Day next succeeding the Expiration Time.  

  
Such increase (if any) shall become effective immediately prior to the opening of 
business on the day following the Expiration Time. In the event that the Company 
is obligated to purchase shares pursuant to any such tender offer or exchange 
offer, but the Company is permanently prevented by applicable law from effecting 
any such purchases or all such purchases are rescinded, the Conversion Rate shall 
again be adjusted to be the Conversion Rate which would then be in effect if such 
tender offer or exchange offer had not been made. If the application of this 



paragraph 7(f) to any tender offer or exchange offer would result in an increase in 
the Conversion Rate, no adjustment shall be made for such tender offer or 
exchange offer under this paragraph 7(f).  
 

 (g)  For purposes of this paragraph 7, the following terms shall have the 
meanings indicated:  

  
“Current Market Price” shall mean the average of the daily Sale Prices per share 
of Common Stock for the 5 (Five) consecutive Trading Days ending not later than 
the earlier of the date immediately prior to the date in question and the day before 
the “ex” date with respect to the issuance, distribution, subdivision or 
combination requiring such computation. If another issuance, distribution, 
subdivision or combination to which paragraph 7 applies occurs during the period 
applicable for calculating “Current Market Price” pursuant to the preceding 
definition, then “Current Market Price” shall be appropriately adjusted to reflect 
the impact of such issuance, distribution, subdivision or combination on the Sale 
Price of the Common Stock during such period. For purposes of this paragraph, 
the term “ex” date, when used:  

  
(A)  With respect to any issuance or distribution, means the first date on 

which the Common Stock trades regular way on the relevant 
exchange or in the relevant market from which the Sale Price was 
obtained without the right to receive such issuance or distribution;  

  
(B)  with respect to any subdivision or combination of shares of 

Common Stock, means the first date on which the Common Stock 
trades regular way on such exchange or in such market after the 
time at which such subdivision or combination becomes effective, 
and  

  
(C)  with respect to any tender or exchange offer, means the first date 

on which the Common Stock trades regular way on such exchange 
or in such market after the Expiration Time of such offer.  

  
Notwithstanding the foregoing, whenever successive adjustments to the 
Conversion Rate are called for pursuant to this paragraph 7, such adjustments 
shall be made to the Current Market Price as may be necessary or appropriate to 
effectuate the intent of this paragraph 7 and to avoid unjust or inequitable results 
as determined in good faith by the Board of Directors.  

  
(2)  “Fair market value” shall mean the amount which a willing buyer would 

pay a willing seller in an arm’s length transaction.  
  
 
 
 



(3)  “Record Date” shall mean for purposes of this paragraph 7, with respect to 
any dividend, distribution or other transaction or event in which the 
holders of Common Stock have the right to receive any cash, securities or 
other property or in which the Common Stock (or other applicable 
security) is exchanged for or converted into any combination of cash, 
securities or other property, the date fixed for determination of 
stockholders entitled to receive such cash, securities or other property 
(whether such date is fixed by the Board of Directors or by statute, 
contract or otherwise).  

  
(h)  The Company may make such increases in the Conversion Rate, in addition to 

those required by paragraph 7(a), (b), (c), (d), (e) or (f), as the Board of Directors 
considers to be advisable to avoid or diminish any income tax to holders of 
Common Stock or rights to purchase Common Stock resulting from any dividend 
or distribution of stock (or rights to acquire stock) or from any event treated as 
such for income tax purposes.  

  
To the extent permitted by applicable law, the Company from time to time may increase 
the Conversion Rate by any amount for any period of time if the period is at least 20 
(Twenty) days and the increase is irrevocable during the period and the Board of 
Directors determines in good faith that such increase would be in the best interests of the 
Company, which determination shall be conclusive and set forth in a Board Resolution. 
Whenever the Conversion Rate is increased pursuant to the preceding sentence, the 
Company shall mail to the Agent and each Holder at the address of such Holder as it 
appears in the Register a notice of the increase at least 15 (Fifteen) days prior to the date 
the increased Conversion Rate takes effect, and such notice shall state the increased 
Conversion Rate and the period during which it will be in effect.  

  
(i)  No adjustment in the Conversion Rate shall be required unless such adjustment 

would require an increase or decrease of at least 1% (One percent) in the 
Conversion Price then in effect; provided, however, that any adjustments which 
by reason of this paragraph 7(i) are not required to be made shall be carried 
forward and taken into account in any subsequent adjustment. In the event that, on 
the date that is five Business Days prior to the maturity of the Notes (whether at 
Stated Maturity or otherwise), an adjustment has been carried forward pursuant to 
the preceding sentence but has not yet been taken into account in an adjustment to 
the Conversion Rate and notwithstanding the first sentence of this paragraph (i), 
an adjustment to the Conversion Rate will be made on such date in accordance 
with the relevant paragraph of this paragraph 7. All calculations under this Article 
10 shall be made by the Company and shall be made to the nearest cent or to the 
nearest one hundredth of a share, as the case may be. No adjustment need be 
made for a change in the par value or no par value of the Common Stock. No 
adjustment in the Conversion Rate shall be required if the Holders participate in 
the transactions that would otherwise lead to an adjustment in the Conversion 
Rate pursuant to this paragraph 7.  

  



(j)  In any case in which this paragraph 7 provides that an adjustment shall become 
effective immediately after a Record Date for an event, the Company may defer 
until the occurrence of such event (i) issuing to the Holder of any Note converted 
after such Record Date and before the occurrence of such event the additional 
shares of Common Stock issuable upon such conversion by reason of the 
adjustment required by such event over and above the Common Stock issuable 
upon such conversion before giving effect to such adjustment and (ii) paying to 
such Holder any amount in cash in lieu of any fraction.  

  
(k)  For purposes of this paragraph 7, the number of shares of Common Stock at any 

time outstanding shall not include shares held in the treasury of the Company but 
shall include shares issuable in respect of scrip certificates issued in lieu of 
fractions of shares of Common Stock. The Company will not pay any dividend or 
make any distribution on shares of Common Stock held in the treasury of the 
Company.  

  
(l)  Whenever the Conversion Rate is adjusted as herein provided (other than in the 

case of an adjustment pursuant to the second paragraph of paragraph 7(h) for 
which the notice required by such paragraph has been provided), the Company 
shall promptly file with the Agent and any Conversion Agent other than the Agent 
an Officers’ Certificate setting forth the adjusted Conversion Rate and showing in 
reasonable detail the facts upon which such adjustment is based. Promptly after 
delivery of such Officers’ Certificate, the Company shall prepare a notice stating 
that the Conversion Rate has been adjusted and setting forth the adjusted 
Conversion Rate and the date on which each adjustment becomes effective, and 
shall mail, or cause the Agent to mail, at the Company’s expense, such notice to 
each Holder at the address of such Holder as it appears in the Register within 20 
(twenty) days of the effective date of such adjustment. Failure to deliver such 
notice shall not affect the legality or validity of any such adjustment.  

   
8. Denominations; Assignment; Transfer; Exchange.  
  

The Notes are in fully registered form, without coupons, in denominations of US$1,000 
of principal amount and whole multiples of US$1,000. The Registrar may require a 
Holder, in order to assign, transfer or exchange Notes, among other things, to furnish 
appropriate endorsements and assignment or transfer documents (in the form of Exhibit B 
or Exhibit C attached hereto, as applicable) and to pay any taxes and fees required by 
law. The Registrar need not transfer or exchange any Notes selected for redemption 
(except, in the case of a Note to be redeemed in part, the portion of the Note not to be 
redeemed) or any Notes for a period of 15 (Fifteen) days before the mailing of a notice of 
redemption of Notes to be redeemed.  

  
9. Persons Deemed Owners.  
  

The registered Holder of this Note shall be treated as the owner of this Note for all 
purposes.  



 10. Unclaimed Money or Notes.  
  
  The Agent and the Paying Agent shall return to the Company upon written request any 

money, Notes or shares of Common Stock held by them for the payment of any amount 
with respect to the Notes that remains unclaimed for two years, subject to applicable 
unclaimed property law. After such return to the Company, Holders entitled to the money 
or Notes must look to the Company for payment as general creditors unless an applicable 
abandoned property law designates another person.  

  
11. Amendment; Waiver.  
  

Except as set forth below, (i) this Note may be amended with the written consent of the 
Holders of not less than a majority in aggregate principal amount of the Notes at the time 
outstanding and (ii) certain Defaults may be waived with the written consent of the 
Holders of not less than a majority in aggregate principal amount of the Notes at the time 
outstanding. Without the consent of any Holder, the Company and the Agent may amend 
the Notes to, among other things, cure any ambiguity, omission, defect or inconsistency, 
to provide for uncertificated Notes in addition to or in place of certificated Notes or to 
make any change that does not adversely affect the rights of any Holder. The foregoing 
notwithstanding, without the consent of the Holder of this Note, no amendment may be 
made reducing the principal or the Interest Rate of this Note or extending the Stated 
Maturity of this Note. 

  
12. Defaults and Remedies.  
  

Events of Default include (1) the Company fails to pay when due the principal of any of 
the Notes at Stated Maturity, upon redemption or otherwise; (2) the Company fails to pay 
an installment of interest on any of the Notes that continues for 30 (Thirty) days after the 
date when due; (3) the Company fails to deliver shares of Common Stock, together with 
cash in lieu of fractional shares, when such Common Stock or cash in lieu of fractional 
shares is required to be delivered upon conversion of a Note and such failure continues 
for 10 days after written notice of default is given to the Company by the Agent or to the 
Company and the Agent by the Holder of such Note; (4) the Company fails to perform or 
observe any other term, covenant or agreement contained in the Notes for a period of 60 
(Sixty) days after written notice of such failure, requiring the Company to remedy the 
same, shall have been given to the Company by the Agent or to the Company and the 
Agent by the Holders of at least 50% (Fifty percent) in aggregate principal amount of the 
Notes then outstanding (a “Notice of Default”); (5) in the event of bankruptcy, insolvency 
or reorganization with respect to the Company or any Significant Subsidiary and (6) the 
Company’s filing of, or any Significant Subsidiaries’ filing of, a voluntary petition 
seeking liquidation, reorganization arrangement, readjustment of debts or for any other 
relief under the federal bankruptcy code.  If an Event of Default (other than an Event of 
Default specified in clause (5) or (6) of this paragraph 12) occurs and is continuing, the 
Agent, or the Holders of at least 50% (Fifty percent) in aggregate principal amount of the 
Notes at the time outstanding, may declare all the Notes to be due and payable 
immediately. An Event of Default under clause (5) or (6) of this paragraph 12 will result 



in the Notes becoming due and payable immediately upon the occurrence of such Events 
of Default.  

  
Holders may not enforce this Note, except with the approval of Holders of a majority in 
aggregate principle amount of the Notes. The Agent may refuse to enforce the Notes 
unless it receives reasonable indemnity or security.  

  
13. Subordination.  
  

The payment of principal of and interest on the Notes will be subordinated in right of 
payment to the prior payment in full in cash or cash equivalents (or otherwise to the 
extent Holders accept satisfaction of amounts due by settlement in other than cash or cash 
equivalents) of all Senior Indebtedness whether outstanding on the date of this Note or 
thereafter incurred.  

  
14. Agent Dealings with the Company.  
  

The Agent, in its individual or any other capacity, may become the owner or pledgee of 
Notes and may otherwise deal with and collect obligations owed to it by the Company or 
its Affiliates and may otherwise deal with the Company or its Affiliates with the same 
rights it would have if it were not Agent.  

 
   
15. No Recourse Against Others.  
  

A director, officer, employee or stockholder, as such, of the Company shall not have any 
liability for any obligations of the Company under the Notes or for any claim based on, in 
respect of or by reason of such obligations or their creation. By accepting a Note, each 
Holder waives and releases all such liability. The waiver and release are part of the 
consideration for the issue of the Notes.  

   
16. Abbreviations.  
  

Customary abbreviations may be used in the name of a Holder or an assignee, such as 
TEN COM (=tenants in common), TEN ENT (=tenants by the entireties), JT TEN (=joint 
tenants with right of survivorship and not as tenants in common), CUST (=custodian), 
and U/G/M/A (=Uniform Gift to Minors Act).  

  
17. GOVERNING LAW.  
  

THIS NOTE WILL BE GOVERNED BY, AND CONSTRUED IN ACCORDANCE 
WITH THE LAWS OF THE STATE OF NEVADA.  

  
 

  



Exhibit A 
 

CONVERSION NOTICE 
  
To convert this Note into Common Stock of the Company, check the box:  
  
To convert only part of this Note, state the principal amount to be converted (which must be 
US$1,000 or an integral multiple of US$1,000):  
  
US$                                               
  
If you want the stock certificate made out in another person’s name, fill in the form below:  
  
 
 
  

 
  

 
(Insert other person’s social sec. or tax ID no.) 

 
  

 
  

 
  

 
  

 
  

(Print or type other person’s name, address and zip code)  
  
� If you want the stock certificate made out in another person’s name, you are required to

complete and deliver to the Conversion Agent a duly completed Transfer Certificate which is
in the form of Exhibit B to this Note.  

 



EXHIBIT B 
 

ASSIGNMENT FORM 
  

For value received                                          hereby sell(s), assign(s), and transfer(s) 
unto                                               (Please insert social security or other Taxpayer Identification 
Number of assignee) the within Note, and hereby irrevocably constitutes and 
appoints                                               attorney to transfer the said Note on the books of the 
Company, with full power of substitution in the premises.  
  

In connection with the transfer of this Note, the undersigned registered owner of this Note 
hereby certifies with respect to US$                                              principal amount of this Note 
presented or surrendered on the date hereof (the “Surrendered Note”) for registration of transfer, 
or for exchange where the Notes issuable upon such transfer or exchange are to be registered in a 
name other than that of the undersigned registered owner (each such transaction being a 
“transfer”), that such transfer complies with the restrictive legend set forth on the face of the 
Surrendered Note for the reason checked below:  
  
  � A transfer of the Surrendered Note is made to the Company; or  
  

  
� The transfer of the Surrendered Note complies with Rule 144A under the U.S. Securities

Act of 1933, as amended (the “Securities Act”); or  
  

  
� The transfer of the Surrendered Note complies with Rule 501(a)(1), (2), (3) or (7) of Rule

501 under the Securities Act; or  
  

  
� The transfer of the Surrendered Note is pursuant to an effective registration statement

under the Securities Act, or  
  

  
� The transfer of the Surrendered Note is pursuant to another available exemption from the

registration requirement of the Securities Act,  
  

and unless the box below is checked, the undersigned confirms that, to the undersigned’s 
knowledge, the Surrendered Note is not being transferred to an “affiliate” of the Company 
as defined in Rule 144 under the Securities Act (an “Affiliate”).  

  
  � The transferee is an Affiliate of the Company.  
  
      
Dated:           
       
             
             
         
  

  
  

     
Signature(s) 
  



Signature(s) must be guaranteed by an 
“eligible guarantor institution” meeting 
the requirements of the Registrar, which 
requirements include membership or 
participation in the Security Transfer 
Agent Medallion Program (“STAMP”) or 
such other “signature guarantee program” 
as may be determined by the Notes 
registrar in addition to, or in substitution 
for, STAMP, all in accordance with the 
Securities Exchange Act of 1934, as 
amended. 

  
  



Exhibit C 
 

Transfer Certificate 
  

In connection with any transfer (or exchange or conversion as provided below) of any of the 
Notes, the undersigned registered owner of this Note hereby certifies with respect to 
US$                             principal amount of the above-captioned Notes presented or surrendered 
on the date hereof (the “Surrendered Notes”) for registration of transfer, or for exchange or 
conversion where the Notes or Common Stock issuable upon such exchange or conversion, as 
the case may be, are to be registered in a name other than that of the undersigned registered 
owner (each such transaction being a “transfer”), that such transfer complies with the restrictive 
legend set forth on the face of the Surrendered Notes for the reason checked below:  
  
  � A transfer of the Surrendered Notes is made to the Company or any Subsidiaries; or  
  

  
� The transfer of the Surrendered Notes complies with Rule 144A under the U.S. Securities

Act of 1933, as amended (the “Securities Act”); or  
  

  
� The transfer of the Surrendered Note complies with Rule 501(a)(1), (2), (3) or (7) of Rule 

501 under the Securities Act; or  
  

  
� The transfer of the Surrendered Notes is pursuant to an effective registration statement

under the Securities Act, or  
  

  
� The transfer of the Surrendered Notes is pursuant to another available exemption from

the registration requirement of the Securities Act,  
  

and unless the box below is checked, the undersigned confirms that, to the undersigned’s 
knowledge, such Notes are not being transferred to an “affiliate” of the Company as defined 
in Rule 144 under the Securities Act (an “Affiliate”).  

  
  � The transferee is an Affiliate of the Company.  
  
DATE:                                                                
  

 
  
 
  

Signature(s) 
  
(If the registered owner is a corporation, partnership or fiduciary, the title of the Person signing 
on behalf of such registered owner must be stated.)  
  
  



Exhibit D 
 

Definitions 
  

“Affiliate” of any specified person means any other person directly or indirectly 
controlling or controlled by or under direct or indirect common control with such 
specified person. For purposes of this definition, “control” when used with respect to any 
specified person means the power to direct or cause the direction of the management and 
policies of such person, directly or indirectly, whether through the ownership of voting 
securities, by contract or otherwise; and the terms “controlling” and “controlled” have 
meanings correlative to the foregoing.  

 
“Agent” means the Company until a successor replaces it as agent with respect to the 
Notes and, thereafter, shall mean such successor. The foregoing sentence shall likewise 
apply to any subsequent such successor or successors.  

  
“Board of Directors” means either the board of directors of the Company or any duly 
authorized committee of such board.  

  
“Board Resolution” means a resolution duly adopted by the Board of Directors, a copy of 
which, certified by the Secretary or an Assistant Secretary of the Company to be in full 
force and effect on the date of such certification, shall have been delivered to the Agent.  

  
“Business Day” means each day of the year other than a Saturday or a Sunday on which 
banking institutions are not required or authorized to close in The City of New York.  

  
“Capital Stock” of any corporation means any and all shares, interests, rights to purchase, 
warrants, options, participations or other equivalents of or interests in (however 
designated) stock or other equity issued by that corporation.  

  
“Common Stock” means the Common Stock, par value US$0.00001 per share, of the 
Company as it exists on the date of this Note. Shares issuable on conversion of Notes 
shall include only shares of Common Stock or shares of any class or classes of common 
stock resulting from any reclassification or reclassifications thereof; provided, however, 
that if at any time there shall be more than one such of each such class then so issuable 
shall be substantially in the proportion which the total number of shares of such class 
resulting from all such reclassifications bears to the total number of shares of all such 
classes resulting from all such reclassifications.  

  
“Common stock” means any stock of any class of Capital Stock which has no preference 
in respect of dividends or of amounts payable in the event of any voluntary or involuntary 
liquidation, dissolution or winding up of the issuer.  

  
 
 



“Company” means the party named as the “Company” in the first paragraph of this Note 
until a successor replaces it pursuant to the applicable provisions of this Note, and, 
thereafter, “Company” shall mean such successor. The foregoing sentence shall likewise 
apply to any subsequent such successor or successors.  

   
“Conversion Agent” means any person authorized by the Company to convert Notes in 
accordance with Article 10 hereof. On the date of this Note, the Company hereby 
appoints the Agent as the Conversion Agent.  

  
“Conversion Price” means US$1,000 divided by the applicable Conversion Rate.  

  
“Conversion Value” for the Notes is equal to the product of (i) the Sale Price per share of 
the Common Stock on a given day and (ii) the then current Conversion Rate.   

   
“Default” means any event which is, or after notice or passage of time or both would be, 
an Event of Default.  

   
“Dollar” or “U.S.$” means a dollar or other equivalent unit in such coin or currency of 
the United States as at the time shall be legal tender for the payment of public and private 
debts.  

  
“GAAP” means United States generally accepted accounting principles as in effect from 
time to time.  

  
“Holder” means a person in whose name a Note is registered on the Registrar’s books.  

  
“Indebtedness” means, with respect to any person, without duplication:  

  
(1)  all obligations and other liabilities, contingent or otherwise, of such person 

for borrowed money (including overdrafts) to the extent such obligations 
and other liabilities would appear as a liability upon the consolidated 
balance sheet of such a person in accordance with GAAP or for the 
deferred purchase price of property or services, excluding any trade 
payables and other accrued current liabilities incurred in the ordinary 
course of business, but including, without limitation, all obligations, 
contingent or otherwise, of such person in connection with any letters of 
credit and acceptances issued under letter of credit facilities, acceptance 
facilities or other similar facilities;  

  
(2)  all obligations of such person evidenced by bonds, credit or loan 

agreements, notes, debentures or other similar instruments to the extent 
such obligations would appear as a liability upon the consolidated balance 
sheet of such a person in accordance with GAAP;  

  
 



(3)  indebtedness of such person created or arising under any conditional sale 
or other title retention agreement with respect to property acquired by such 
person (even if the rights and remedies of the seller or lender under such 
agreement in the event of default are limited to repossession or sale of 
such property), but excluding trade payables arising in the ordinary course 
of business;  

 
 (4)  All obligations and liabilities, contingent or otherwise, in respect of leases 

of the person required, in conformity with GAAP, to be accounted for as 
capitalized lease obligations on the consolidated balance sheet of the 
person;  

  
(5)  all net obligations of such person under or in respect of interest rate 

agreements, currency agreements or other swap, cap floor or collar 
agreements, hedge agreements, forward contracts or similar instruments or 
agreements or foreign currency, hedge, exchange or purchase or similar 
instruments or agreements;  

  
(6)  all indebtedness referred to in (but not excluded from) the preceding 

clauses (1) through (5) of other persons, the payment of which is secured 
by (or for which the holder of such indebtedness has an existing right, 
contingent or otherwise, to be secured by) any Lien on or with respect to 
property (including, without limitation, accounts and contract rights) 
owned by the referent person, even though such person has not assumed or 
become liable for the payment of such indebtedness (the amount of such 
obligation being deemed to be the lesser of the value of such property or 
asset or the amount of the obligation so secured);  

  
(7)  All guarantees by such person of indebtedness referred to in this definition 

or of any other person;  
  

(8)  All Redeemable Capital Stock of such person valued at the greater of its 
voluntary or involuntary maximum fixed purchase price plus accrued and 
unpaid dividends;  

  
(9)  the present value of the obligation of such person as lessee for net rental 

payments (excluding all amounts required to be paid on account of 
maintenance and repairs, insurance, taxes, assessments, water, utilities and 
similar charges to the extent included in such rental payments) during the 
remaining term of the lease included in any such sale and leaseback 
transaction including any period for which such lease has been extended 
or may, at the option of the lessor, be extended. Such present value shall 
be calculated using a discount rate equal to the rate of interest implicit in 
such transaction, determined in accordance with GAAP; and  

  



(10)  any and all refinancings, replacements, deferrals, renewals, extensions and 
refundings of or amendments, modifications or supplements to, any 
indebtedness, obligation or liability of the kind described in clauses (1) 
through (9) above.  

  
“Interest Payment Date” means the date specified in the Notes as the fixed date on which 
an installment of interest on the Notes is due and payable.  

  
“Interest Rate” means 10% (Ten percent) per annum.  

  
“Issue Date” of any Note means the date on which the Note was originally issued or 
deemed issued as set forth on the face of the Note.  

  
“Lien” means, with respect to any asset, any mortgage, lien, pledge, charge, security 
interest or encumbrance of any kind in respect of such asset given to secure Indebtedness, 
whether or not filed, recorded or otherwise perfected under applicable law (including any 
conditional sale or other title retention agreement, any lease in the nature thereof, any 
option or other agreement to sell or give a security interest in and any filing of or 
agreement to give any financing statement under the Uniform Commercial Code (or 
equivalent statutes) of any jurisdiction with respect to any such lien, pledge, charge or 
security interest).  

  
“Notes” mean the Company’s convertible Notes due May 3, 2011.  

  
“Officer” means the Chairman of the Board, the Vice Chairman, the Chief Executive 
Officer, the President, any Executive Vice President, any Senior Vice President, any Vice 
President, the Treasurer or the Secretary or any Assistant Treasurer or Assistant Secretary 
of the Company. 

 
“Officers’ Certificate” means a written certificate signed in the name of the Company by 
any one Officer, and delivered to the Agent 

 
“person” or “Person” means any individual, corporation, limited liability company, 
partnership, joint venture, association, joint-stock company, trust, unincorporated 
organization, or government or any agency or political subdivision thereof, including any 
subdivision or ongoing business of any such entity or substantially all of the assets of any 
such entity, subdivision or business.  

  
  “Principal” of a Note means the principal amount due on the Stated Maturity as set forth 

on the face of the Note.  
  
 
 
 
 



“Redeemable Capital Stock” means any class of the Company’s Capital Stock that, either 
by its terms, by the terms of any securities into which it is convertible or exchangeable or 
by contract or otherwise, is, or upon the happening of an event or passage of time would 
be, required to be redeemed (whether by sinking fund or otherwise) prior to the date that 
is 91 days after the Stated Maturity of the Notes or is redeemable at the option of the 
holder thereof at any time prior to such date.  Securities at any time prior to such date 
(unless it is convertible or exchangeable solely at the Company’s option).  

  
“Redemption Date” or “redemption date” means the date specified for redemption of the 
Notes in accordance with the terms of this Note.  

  
“Redemption Price” or “redemption price” shall have the meaning set forth in paragraph 
5 of this Note.  

  
“Regular Record Date” means, with respect to the interest payable on any Interest 
Payment Date, the close of business on the March 15 or September 15 (whether or not a 
Business Day), as the case may be, next preceding such Interest Payment Date.  

   
“Rule 144” means Rule 144 under the Securities Act (or any successor provision), as it 
may be amended from time to time.  

  
“Rule 144A” means Rule 144A under the Securities Act (or any successor provision), as 
it may be amended from time to time.  

  
“Sale Price” as of any date means the closing per share sale price (or if no closing sale 
price is reported, the average bid price and ask prices or, if more than one in either case, 
the average of the average bid and average ask prices) on such date on the Nasdaq 
National Market or such other principal United States securities exchange on which the 
Common Stock is traded or, if the Common Stock is not listed on a United States national 
or regional securities exchange, as reported by the National Association of Securities 
Dealers Automated Quotation System or by the National Quotation Bureau Incorporated. 
In the absence of a quotation, the Company will determine the sale price on the basis of 
such quotations as the Company considers appropriate.  

  
“SEC” means the Securities and Exchange Commission.  

  
“Securities Act” means the United States Securities Act of 1933 (or any successor 
statute), as amended from time to time.  

  
“Senior Indebtedness” means any Indebtedness of the Company, unless by the terms of 
the instrument creating or evidencing such Indebtedness, such Indebtedness is expressly 
designated equal or junior in right of payment to the Notes.  

  
Notwithstanding the foregoing, “Senior Indebtedness” shall not include:  

  
(a)  Indebtedness evidenced by the Notes;  



 (b) Indebtedness of the Company that by operation of law is subordinate to any 
general unsecured obligations of the Company;  

  
(c)  any liability for federal, state or local taxes or other taxes, owed by the Company.  

  
(d)  accounts payable or other liabilities owed or owing by the Company to trade 

creditors (including guarantees thereof or instruments evidencing such liabilities);  
  

(e)  amounts owed by the Company for compensation to employees or for services 
rendered to the Company;  

  
(f)  Indebtedness of the Company to any Subsidiary or any other Affiliate of the 

Company or any of such Affiliate’s Subsidiaries;  
  

(g)  Capital Stock of the Company, including Redeemable Capital Stock; and  
  

(h)  Indebtedness of the Company which, when incurred and without regard to any 
election under Section 1111(b) of Title 11 of the United States Code, is without 
recourse to the Company.  

  
“Significant Subsidiary” means any Subsidiary that would be, as of the date of the 
applicable action set forth in this Note, a “significant subsidiary” of the Company within 
the meaning of Rule 1-02(w) of Regulation S-X promulgated by the SEC.  

  
“Stated Maturity”, when used with respect to any Note, means the date specified in such 
Note as the fixed date on which the principal of such Note is due and payable.  

  
“Subsidiary” means, with respect to any Person, (i) a corporation, a majority of whose 
Capital Stock with voting power, under ordinary circumstances, to elect directors is, at 
the date of determination, directly or indirectly owned by such Person, by one or more 
Subsidiaries of such Person or by such Person and one or more Subsidiaries of such 
Person, (ii) a partnership in which such Person or a Subsidiary of such Person holds a 
majority interest in the equity capital or profits of such partnership, or (iii) any other 
entity (other than a corporation) in which such Person, a Subsidiary of such Person or 
such Person and one or more Subsidiaries of such Person, directly or indirectly, at the 
date of determination, has (x) at least a majority ownership interest or (y) the power to 
elect or direct the election of a majority of the directors or other governing body of such 
entity.  

  
  “Trading Day” means a day during which trading in securities generally occurs on the 

Nasdaq National Market or, if the Common Stock is not listed on a national or regional 
securities exchange, on the National Association of Securities Dealers Automated 
Quotation System, or, if the Common Stock is not quoted on the National Association of 
Securities Dealers Automated Quotation System, on the principal other market on which 
the Common Stock is then traded.  

  



  “United States” means the United States of America (including the States and the District 
of Columbia), its territories, its possessions and other areas subject to its jurisdiction (its 
“possessions” including Puerto Rico, the U.S. Virgin Islands, Guam, American Samoa, 
Wake Island and the Northern Mariana Islands).   

 
 
 
 
 
 
 
 
 
 
 



Convertible Note 
 

THE SECURITY EVIDENCED HEREBY HAS NOT BEEN REGISTERED UNDER 
THE U.S. SECURITIES ACT OF 1933, AS AMENDED (THE “SECURITIES ACT”). THE 
HOLDER HEREOF, BY PURCHASING THIS NOTE, AGREES FOR THE BENEFIT OF 
GNCC CAPITAL, INC. (THE “COMPANY”) THAT THIS NOTE MAY NOT BE RESOLD, 
PLEDGED OR OTHERWISE, OTHER THAN (1) TO THE COMPANY, (2) SO LONG AS 
THIS NOTE IS ELIGIBLE FOR RESALE PURSUANT TO RULE 144A UNDER THE 
SECURITIES ACT (“RULE 144A”), TO A PERSON WHOM THE SELLER REASONABLY 
BELIEVES IS A QUALIFIED INSTITUTIONAL BUYER WITHIN THE MEANING OF 
RULE 144A, PURCHASING FOR ITS OWN ACCOUNT OR FOR THE ACCOUNT OF A 
QUALIFIED INSTITUTIONAL BUYER TO WHOM NOTICE IS GIVEN THAT THE 
RESALE, PLEDGE OR OTHER TRANSFER IS BEING MADE IN RELIANCE ON RULE 
144A, (3) TO AN INSTITUTIONAL ACCREDITED INVESTOR” AS DEFINED IN RULE 
501 (A)(1), (2), (3) OR (7) OF RULE 501 UNDER THE SECURITIES ACT 
(“INSTITUTIONAL ACCREDITED INVESTOR”) THAT IS ACQUIRING THIS NOTE FOR 
INVESTMENT PURPOSES AND NOT FOR DISTRIBUTION, AND THAT, PRIOR TO 
SUCH TRANSFER, DELIVERS TO THE COMPANY AND THE AGENT A SIGNED 
LETTER CONTAINING CERTAIN REPRESENTATIONS AND AGREEMENTS RELATING 
TO THE RESTRICTIONS ON TRANSFER OF THE NOTE EVIDENCED HEREBY (THE 
FORM OF WHICH LETTER MAY BE OBTAINED FROM THE AGENT), (4) PURSUANT 
TO RULE 144 UNDER THE SECURITIES ACT, (5) PURSUANT TO ANOTHER 
AVAILABLE EXEMPTION FROM REGISTRATION UNDER THE SECURITIES ACT OR 
(6) PURSUANT TO AN EFFECTIVE REGISTRATION STATEMENT UNDER THE 
SECURITIES ACT, IN EACH CASE IN ACCORDANCE WITH ANY APPLICABLE 
SECURITIES LAWS OF ANY STATE OF THE UNITED STATES PRIOR TO A TRANSFER 
OF THIS NOTE (OTHER THAN A TRANSFER PURSUANT TO CLAUSE (6) ABOVE), 
THE HOLDER OF THIS NOTE MUST, PRIOR TO SUCH TRANSFER, FURNISH TO THE 
COMPANY AND THE TRANSFER AGENT SUCH CERTIFICATES AND OTHER 
INFORMATION AND LEGAL OPINIONS AS THEY MAY REASONABLY REQUIRE. THE 
HOLDER HEREOF, BY PURCHASING THIS NOTE, REPRESENTS AND AGREES FOR 
THE BENEFIT OF THE COMPANY THAT IT IS AN ACCREDITED INVESTOR OR A 
QUALIFIED INSTITUTIONAL BUYER AND THAT IT IS HOLDING THIS NOTE FOR 
INVESTMENT PURPOSES AND NOT FOR DISTRIBUTION. IN ANY CASE THE 
HOLDER HEREOF WILL NOT, DIRECTLY OR INDIRECTLY, ENGAGE IN ANY 
HEDGING TRANSACTION WITH REGARD TO THIS NOTE OR ANY COMMON STOCK 
ISSUABLE UPON CONVERSION OF THIS NOTE EXCEPT AS PERMITTED BY THE 
SECURITIES ACT. 
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Capitalized terms used herein but not defined shall have the meanings assigned to them in 
Exhibit D attached hereto and incorporated by reference herein unless otherwise indicated.  
  
1. Cash Interest.  
  
  The Company promises to pay interest at the Interest Rate in cash on the principal 

amount of this Note. The Company will pay cash interest semiannually in arrears on June 
30 and December 31 of each year (each an “Interest Payment Date”), beginning on 
December 31, 2013, to Holders of record at the close of business on the preceding June 
15 and December 15 (whether or not a business day) (each a “Regular Record Date”), as 
the case may be, immediately preceding such Interest Payment Date. Cash interest on the 
Notes will accrue from the most recent date to which interest has been paid or duly 
provided or, if no interest has been paid, from the Issue Date. Cash interest will be 
computed on the basis of a 360-day year of twelve 30-day months. The Company shall 
pay cash interest on overdue principal at the rate borne by the Notes, and it shall pay 
interest in cash on overdue installments of cash interest at the same rate to the extent 
lawful. All such overdue cash interest shall be payable on demand. Upon conversion, 
accrued and unpaid interest shall be deemed paid in full rather than cancelled, 
extinguished or forfeited.  

  
2. Method of Payment.  
  

The Company will make payments in respect of the principal of, and cash interest on this 
Note and in respect of Redemption Prices, if any, to Holders who surrender Notes to a 
Paying Agent to collect such payments in respect of the Notes. The Company will pay 
cash amounts in money of the United States that at the time of payment is legal tender for 
payment of public and private debts. However, the Company may make such cash 
payments by check or wire transfer payable in such money. Any payment required to be 
made on any day that is not a Business Day will be made on the next succeeding 
Business Day.  

  
3. Paying Agent, Conversion Agent and Registrar.  
  

Initially, the Agent will act as Paying Agent, Conversion Agent and Registrar. The 
Company may appoint and change any Paying Agent, Conversion Agent, Registrar or co-
registrar without notice, other than notice to the Agent, which shall initially be an office 
or agency of the Agent. The Company or any of its Subsidiaries or any of their Affiliates 
may act as Paying Agent, Conversion Agent, Registrar or co-registrar.  

  
4. The Notes  
  

The Notes are general unsecured subordinated obligations of the Company limited to 
US$2,000,000 (Two million dollars) aggregate principal amount plus any additional 
accrued interest on these Notes. The Company may incur other Indebtedness, secured or 
unsecured.  

  



5. Optional Redemption.  
  

This Note is not redeemable prior to June 17, 2016. On and after June 17, 2016, the 
Company may at its option, redeem the Notes in whole or in part at any time or in part 
from time to time, in cash. If the Company redeems the Notes at its option, the Notes will 
be redeemed at a redemption price equal to 100% (One hundred percent) of the principal 
amount (the “Redemption Price”), plus accrued and unpaid interest, if any, to (but not 
including) the Redemption Date. If a Redemption Date is after a Regular Record Date but 
on or prior to the corresponding Interest Payment Date, the accrued and unpaid interest 
becoming due on such date shall be payable to the Holders of such Notes, or one or more 
predecessor Notes, registered as such on the relevant Regular Record Date according to 
their terms, and the Redemption Price shall not include such interest payment. If fewer 
than all the Notes are to be redeemed, the Agent shall select the particular Notes to be 
redeemed from the outstanding Notes by lot or shall redeem each note proportionally.  

  
On and after the Redemption Date, interest ceases to accrue on Notes or portions of Notes 
called for redemption, unless the Company defaults in the payment of the Redemption 
Price and accrued and unpaid interest.  

  
30 (Thirty) days prior notice of redemption will be given by the Company to the Holders 
at their registered address of record.  

  
No sinking fund is provided for the Notes.  

   
 6. Conversion.  
  

Except as set forth in the next sentence, a Holder of a Note may convert such Note (or 
any portion thereof equal to US$1,000 or any integral multiple of US$1,000 in excess 
thereof) into Common Stock at any time at the Conversion Rate then in effect. If such 
Note is called for redemption, such conversion right shall terminate at the close of 
business on the second Business Day prior to the Redemption Date for such Note (unless 
the Company shall default in making the redemption payment when due, in which case 
the conversion right shall terminate at the close of business on the date such default is 
cured and such Note is redeemed).  

  
The number of shares of Common Stock issuable upon conversion of a Note shall be 
determined by dividing the principal amount of the Note or portion thereof surrendered 
for conversion by US$1,000, and then multiplying the quotient by the Conversion Rate in 
effect on the Conversion Date. The “Conversion Rate” is based on the average trading 
price as reported for the 5 (Five) trading days preceding the date of conversion.   The 
Company shall pay cash adjustment in lieu of any fractional share of Common Stock.  

  
 
 
 
 



To convert a Certificated Note, a Holder must (1) complete and manually sign a 
conversion notice in the form of Exhibit A hereto (or complete and manually sign a 
facsimile of such notice) and deliver such notice to the Conversion Agent, (2) surrender 
the Note to the Conversion Agent, (3) furnish appropriate endorsements and transfer 
documents if required by the Conversion Agent, the Company or the Agent and (4) pay 
any transfer or similar tax, if required.  

 
7. Adjustment of Conversion Rate  
  

  The Conversion Rate shall be subject to adjustments, calculated by the Company, from 
time to time as follows:  

  
(a)  In case the Company shall hereafter pay a dividend or make a distribution to all 

holders of the outstanding Common Stock in shares of Common Stock, the 
Conversion Rate in effect at the opening of business on the date following the 
date fixed for the determination of stockholders entitled to receive such dividend 
or other distribution shall be increased by multiplying such Conversion Rate by a 
fraction:  

  
(1)  the numerator of which shall be the sum of the number of shares of 

Common Stock outstanding at the close of business on the Record Date 
fixed for such determination and the total number of shares constituting 
such dividend or other distribution, and  

  
(2)  The denominator of which shall be the sum of such number of shares.  

  
Such increase shall become effective immediately after the opening of business on the 
day following the Record Date. If any dividend or distribution of the type described in 
this paragraph 7(a) is declared but not so paid or made, the Conversion Rate shall again 
be adjusted to the Conversion Rate which would then be in effect if such dividend or 
distribution had not been declared.  

  
(b)  In case the outstanding shares of Common Stock shall be subdivided into a 

greater number of shares of Common Stock (commonly referred to as a “forward 
split”), the Conversion Rate in effect at the opening of business on the day 
following the day upon which such subdivision becomes effective shall be 
proportionately increased, and in case outstanding shares of Common Stock shall 
be combined into a smaller number of shares of Common Stock (commonly 
referred to as a “reverse split”), the Conversion Rate in effect at the opening of 
business on the day following the day upon which such combination becomes 
effective shall be reduced, in each such case, by multiplying such Conversion 
Rate by a fraction, the numerator of which shall be the number of shares of 
Common Stock outstanding immediately after giving effect to such subdivision or 
combination and the denominator of which shall be the number of shares of 
Common Stock outstanding immediately prior to such subdivision or 
combination. Such reduction or increase, as the case may be, to become effective 



immediately after the opening of business on the day following the day upon 
which such subdivision or combination becomes effective.  

 
(c) In case the Company shall issue rights or warrants to all holders of its outstanding 

shares of Common Stock entitling them (for a period of not more than 60 days) to 
subscribe for or purchase shares of Common Stock (or securities convertible into 
Common Stock) at a price per share (or having a Conversion Price per share) less 
than the Current Market Price on the Record Date fixed for the determination of 
stockholders entitled to receive such rights or warrants, the Conversion Rate shall 
be adjusted so that the same shall equal the price determined by multiplying the 
Conversion Rate in effect at the opening of business on the date after such Record 
Date by a fraction:  

  
(1)  the numerator of which shall be the number of shares of Common Stock 

outstanding on the close of business on the Record Date plus the total 
number of additional shares of Common Stock so offered for subscription 
or purchase (or into which the convertible securities so offered are 
convertible), and  

  
(2)  the denominator of which shall be the number of shares of Common Stock 

outstanding at the close of business on the Record Date plus the number of 
shares which the aggregate offering price of the total number of shares so 
offered for subscription or purchase (or the aggregate Conversion Price of 
the convertible securities so offered) would purchase at such Current 
Market Price.  

  
Such adjustment shall become effective immediately after the opening of business 
on the day following the Record Date fixed for determination of stockholders 
entitled to receive such rights or warrants. To the extent that shares of Common 
Stock (or securities convertible into Common Stock) are not delivered pursuant to 
such rights or warrants, upon the expiration or termination of such rights or 
warrants the Conversion Rate shall be readjusted to the Conversion Rate which 
would then be in effect had the adjustments made upon the issuance of such rights 
or warrants been made on the basis of the delivery of only the number of shares of 
Common Stock (or securities convertible into Common Stock) actually delivered. 
In the event that such rights or warrants are not so issued, the Conversion Rate 
shall again be adjusted to be the Conversion Rate which would then be in effect if 
such date fixed for the determination of stockholders entitled to receive such 
rights or warrants had not been fixed. In determining whether any rights or 
warrants entitle the holders to subscribe for or purchase shares of Common Stock 
at less than such Current Market Price, and in determining the aggregate offering 
price of such shares of Common Stock, there shall be taken into account any 
consideration received for such rights or warrants, the value of such consideration 
if other than cash, to be determined by the Board of Directors.  

  



(d)  In case the Company shall, by dividend or otherwise, distribute to all holders of 
its Common Stock shares of any class of capital stock of the Company (other than 
any dividends or distributions to which paragraph 7(a) applies) or evidences of its 
indebtedness or other assets, including securities, but excluding (1) any rights or 
warrants referred to in paragraph 7(c) and (3) dividends and distributions paid 
exclusively in cash referred to in paragraph 7(e) (the securities described in 
foregoing clauses (1)and (2) hereinafter in this paragraph 7(d) called the 
“excluded securities”), then, in each such case, subject to the second succeeding 
paragraph of this paragraph 7(d), the Conversion Rate shall be adjusted so that the 
same shall be equal to the price determined by multiplying the Conversion Rate in 
effect immediately prior to the close of business on the Record Date with respect 
to such distribution by a fraction:  

  
(1)  The numerator of which shall be such Current Market Price, and  

  
(2)  The denominator of which shall be the Current Market Price on such date, 

less the fair market value (as determined by the Board of Directors, whose 
determination shall be conclusive and set forth in a Board Resolution) on  

  

 
Such date of the portion of the securities or other assets so distributed (other than excluded
securities) applicable to one share of Common Stock (determined on the basis of the number
of shares of the Common Stock outstanding on the Record Date).  

  
Such increase shall become effective immediately prior to the opening of business on the 
day following the Record Date. However, in the event that the then fair market value (as 
so determined) of the portion of the securities so distributed (other than excluded 
securities) applicable to one share of Common Stock is equal to or greater than the 
Current Market Price on the Record Date, in lieu of the foregoing adjustment, adequate 
provision shall be made so that each Holder shall have the right to receive upon 
conversion of a Note (or any portion thereof) the amount of securities so distributed 
(other than excluded securities) such Holder would have received had such Holder 
converted such Note (or portion thereof) immediately prior to such Record Date. In the 
event that such dividend or distribution is not so paid or made, the Conversion Rate shall 
again be adjusted to be the Conversion Rate which would then be in effect if such 
dividend or distribution had not been declared.  

  
If the Board of Directors determines the fair market value of any distribution for purposes 
of this paragraph 7(d) by reference to the actual or when issued trading market for any 
securities comprising all or part of such distribution (other than excluded securities), it 
must in doing so consider the prices in such market over the same period (the “Reference 
Period”) used in computing the Current Market Price pursuant to paragraph 7(g) to the 
extent possible, unless the Board of Directors in a Board Resolution determines in good 
faith that determining the fair market value during the Reference Period would not be in 
the best interests of the Holder.  

  



For purposes of this paragraph 7(d) and paragraphs 7(a), 7(b) and 7(c), any dividend or 
distribution to which this paragraph 7(d) is applicable that also includes shares of 
Common Stock, a subdivision or combination of Common Stock to which paragraph 7(b) 
applies, or rights or warrants to subscribe for or purchase shares of Common Stock (or 
securities convertible into Common Stock) to which paragraph 7(c) applies (or any 
combination thereof), shall be deemed instead to be:  

  
(1)  a dividend or distribution of the evidences of indebtedness, assets, shares 

of capital stock, rights or warrants other than such shares of Common 
Stock, such subdivision or combination or such rights or warrants to which 
paragraphs 7(a), 7(b) and7(c) apply, respectively (and any Conversion 
Rate increase required by this paragraph 7(d) with respect to such 
dividend or distribution shall then be made), immediately followed by  

  
(2)  a dividend or distribution of such shares of Common Stock, such 

subdivision or combination or such rights or warrants (and any further 
Conversion Rate increase required by paragraphs 7(a), 7(b) and 7(c) with 
respect to such dividend or distribution shall then be made), except:  

  
(A)  the Record Date of such dividend or distribution shall be substituted as (x) 

“the date fixed for the determination of stockholders entitled to receive 
such dividend or other distribution”, “Record Date fixed for such 
determinations” and “Record Date” within the meaning of paragraph 7(a), 
(y) “the day upon which such subdivision becomes effective” and “the day 
upon which such combination becomes effective” within the meaning of 
paragraph 7(b), and (z) as “the date fixed for the determination of 
stockholders entitled to receive such rights or warrants”, “the Record Date 
fixed for the determination of the stockholders entitled to receive such 
rights or warrants” and such “Record Date” within the meaning of 
paragraph 7(c), and  

  
(B)  any shares of Common Stock included in such dividend or distribution 

shall not be deemed “outstanding at the close of business on the date fixed 
for such determination” within the meaning of paragraph 7(a) and any 
increase or reduction in the number of shares of Common Stock resulting 
from such subdivision or combination shall be disregarded in connection 
with such dividend or distribution.  

  
(e)  In case the Company shall, by dividend or otherwise, distribute to all holders of 

its Common Stock, cash (excluding any cash that is distributed as part of a 
distribution referred to in paragraph 7(d) hereof), then and in each such case, 
immediately after the close of business on such date, the Conversion Rate shall be 
increased so that the same shall equal the price determined by multiplying the 
Conversion Rate in effect immediately prior to the close of business on such 
Record Date by a fraction:  

  



(i)  The numerator of which shall be equal to the Current Market Price on 
such Record Date, and  

 (ii) the denominator of which shall be equal to the Current Market Price on 
the Record Date less an amount equal to the quotient of (x) the aggregate 
amount of the cash distributed and (y) the number of shares of Common 
Stock outstanding on the Record Date.  

  
In the event that such dividend or distribution is not so paid or made, the 
Conversion Rate shall again be adjusted to be the Conversion Rate which would 
then be in effect if such dividend or distribution had not been declared.  

  
(f)  In case the Company or any of its Subsidiaries pays holders of the Common Stock 

in respect of a tender offer or exchange offer, other than an odd-lot offer, by the 
Company or any of its Subsidiaries for shares of Common Stock to the extent that 
the cash and fair market value of any other consideration included in the payment 
per share of Common Stock exceeds the Sale Price per share of Common Stock 
on the Trading Day next succeeding the last date on which tenders or exchanges 
may be made pursuant to such tender offer or exchange offer (the “Expiration 
Time”), then, and in each such case, the Conversion Rate shall be adjusted so that 
the same shall equal the price determined by multiplying the Conversion Rate in 
effect immediately prior to close of business on the date of the Expiration Time 
by a fraction:  

  
(1)  the numerator of which shall be the sum of (x) the fair market value 

(determined as aforesaid) of the aggregate consideration payable to 
stockholders based on the acceptance (up to any maximum specified in the 
terms of the tender offer or exchange offer) of all shares validly tendered 
or exchanged and not withdrawn as of the Expiration Time (the shares 
deemed so accepted, up to any such maximum, being referred to as the 
“Purchased Shares”) and (y) the product of the number of shares of 
Common Stock outstanding (less any Purchased Shares) at the Expiration 
Time and the Sale Price of the Common Stock on the Trading Day next 
succeeding the Expiration Time, and  

  
(2)  the denominator of which shall be the number of shares of Common Stock 

outstanding (including any tendered or exchanged shares) at the 
Expiration Time multiplied by the Sale Price of the Common Stock on the 
Trading Day next succeeding the Expiration Time.  

  
Such increase (if any) shall become effective immediately prior to the opening of 
business on the day following the Expiration Time. In the event that the Company 
is obligated to purchase shares pursuant to any such tender offer or exchange 
offer, but the Company is permanently prevented by applicable law from effecting 
any such purchases or all such purchases are rescinded, the Conversion Rate shall 
again be adjusted to be the Conversion Rate which would then be in effect if such 
tender offer or exchange offer had not been made. If the application of this 



paragraph 7(f) to any tender offer or exchange offer would result in an increase in 
the Conversion Rate, no adjustment shall be made for such tender offer or 
exchange offer under this paragraph 7(f).  
 

 (g)  For purposes of this paragraph 7, the following terms shall have the 
meanings indicated:  

  
“Current Market Price” shall mean the average of the daily Sale Prices per share 
of Common Stock for the 5 (Five) consecutive Trading Days ending not later than 
the earlier of the date immediately prior to the date in question and the day before 
the “ex” date with respect to the issuance, distribution, subdivision or 
combination requiring such computation. If another issuance, distribution, 
subdivision or combination to which paragraph 7 applies occurs during the period 
applicable for calculating “Current Market Price” pursuant to the preceding 
definition, then “Current Market Price” shall be appropriately adjusted to reflect 
the impact of such issuance, distribution, subdivision or combination on the Sale 
Price of the Common Stock during such period. For purposes of this paragraph, 
the term “ex” date, when used:  

  
(A)  With respect to any issuance or distribution, means the first date on 

which the Common Stock trades regular way on the relevant 
exchange or in the relevant market from which the Sale Price was 
obtained without the right to receive such issuance or distribution;  

  
(B)  with respect to any subdivision or combination of shares of 

Common Stock, means the first date on which the Common Stock 
trades regular way on such exchange or in such market after the 
time at which such subdivision or combination becomes effective, 
and  

  
(C)  with respect to any tender or exchange offer, means the first date 

on which the Common Stock trades regular way on such exchange 
or in such market after the Expiration Time of such offer.  

  
Notwithstanding the foregoing, whenever successive adjustments to the 
Conversion Rate are called for pursuant to this paragraph 7, such adjustments 
shall be made to the Current Market Price as may be necessary or appropriate to 
effectuate the intent of this paragraph 7 and to avoid unjust or inequitable results 
as determined in good faith by the Board of Directors.  

  
(2)  “Fair market value” shall mean the amount which a willing buyer would 

pay a willing seller in an arm’s length transaction.  
  
 
 
 



(3)  “Record Date” shall mean for purposes of this paragraph 7, with respect to 
any dividend, distribution or other transaction or event in which the 
holders of Common Stock have the right to receive any cash, securities or 
other property or in which the Common Stock (or other applicable 
security) is exchanged for or converted into any combination of cash, 
securities or other property, the date fixed for determination of 
stockholders entitled to receive such cash, securities or other property 
(whether such date is fixed by the Board of Directors or by statute, 
contract or otherwise).  

  
(h)  The Company may make such increases in the Conversion Rate, in addition to 

those required by paragraph 7(a), (b), (c), (d), (e) or (f), as the Board of Directors 
considers to be advisable to avoid or diminish any income tax to holders of 
Common Stock or rights to purchase Common Stock resulting from any dividend 
or distribution of stock (or rights to acquire stock) or from any event treated as 
such for income tax purposes.  

  
To the extent permitted by applicable law, the Company from time to time may increase 
the Conversion Rate by any amount for any period of time if the period is at least 20 
(Twenty) days and the increase is irrevocable during the period and the Board of 
Directors determines in good faith that such increase would be in the best interests of the 
Company, which determination shall be conclusive and set forth in a Board Resolution. 
Whenever the Conversion Rate is increased pursuant to the preceding sentence, the 
Company shall mail to the Agent and each Holder at the address of such Holder as it 
appears in the Register a notice of the increase at least 15 (Fifteen) days prior to the date 
the increased Conversion Rate takes effect, and such notice shall state the increased 
Conversion Rate and the period during which it will be in effect.  

  
(i)  No adjustment in the Conversion Rate shall be required unless such adjustment 

would require an increase or decrease of at least 1% (One percent) in the 
Conversion Price then in effect; provided, however, that any adjustments which 
by reason of this paragraph 7(i) are not required to be made shall be carried 
forward and taken into account in any subsequent adjustment. In the event that, on 
the date that is five Business Days prior to the maturity of the Notes (whether at 
Stated Maturity or otherwise), an adjustment has been carried forward pursuant to 
the preceding sentence but has not yet been taken into account in an adjustment to 
the Conversion Rate and notwithstanding the first sentence of this paragraph (i), 
an adjustment to the Conversion Rate will be made on such date in accordance 
with the relevant paragraph of this paragraph 7. All calculations under this Article 
10 shall be made by the Company and shall be made to the nearest cent or to the 
nearest one hundredth of a share, as the case may be. No adjustment need be 
made for a change in the par value or no par value of the Common Stock. No 
adjustment in the Conversion Rate shall be required if the Holders participate in 
the transactions that would otherwise lead to an adjustment in the Conversion 
Rate pursuant to this paragraph 7.  

  



(j)  In any case in which this paragraph 7 provides that an adjustment shall become 
effective immediately after a Record Date for an event, the Company may defer 
until the occurrence of such event (i) issuing to the Holder of any Note converted 
after such Record Date and before the occurrence of such event the additional 
shares of Common Stock issuable upon such conversion by reason of the 
adjustment required by such event over and above the Common Stock issuable 
upon such conversion before giving effect to such adjustment and (ii) paying to 
such Holder any amount in cash in lieu of any fraction.  

  
(k)  For purposes of this paragraph 7, the number of shares of Common Stock at any 

time outstanding shall not include shares held in the treasury of the Company but 
shall include shares issuable in respect of scrip certificates issued in lieu of 
fractions of shares of Common Stock. The Company will not pay any dividend or 
make any distribution on shares of Common Stock held in the treasury of the 
Company.  

  
(l)  Whenever the Conversion Rate is adjusted as herein provided (other than in the 

case of an adjustment pursuant to the second paragraph of paragraph 7(h) for 
which the notice required by such paragraph has been provided), the Company 
shall promptly file with the Agent and any Conversion Agent other than the Agent 
an Officers’ Certificate setting forth the adjusted Conversion Rate and showing in 
reasonable detail the facts upon which such adjustment is based. Promptly after 
delivery of such Officers’ Certificate, the Company shall prepare a notice stating 
that the Conversion Rate has been adjusted and setting forth the adjusted 
Conversion Rate and the date on which each adjustment becomes effective, and 
shall mail, or cause the Agent to mail, at the Company’s expense, such notice to 
each Holder at the address of such Holder as it appears in the Register within 20 
(twenty) days of the effective date of such adjustment. Failure to deliver such 
notice shall not affect the legality or validity of any such adjustment.  

   
8. Denominations; Assignment; Transfer; Exchange.  
  

The Notes are in fully registered form, without coupons, in denominations of US$1,000 
of principal amount and whole multiples of US$1,000. The Registrar may require a 
Holder, in order to assign, transfer or exchange Notes, among other things, to furnish 
appropriate endorsements and assignment or transfer documents (in the form of Exhibit B 
or Exhibit C attached hereto, as applicable) and to pay any taxes and fees required by 
law. The Registrar need not transfer or exchange any Notes selected for redemption 
(except, in the case of a Note to be redeemed in part, the portion of the Note not to be 
redeemed) or any Notes for a period of 15 (Fifteen) days before the mailing of a notice of 
redemption of Notes to be redeemed.  

  
9. Persons Deemed Owners.  
  

The registered Holder of this Note shall be treated as the owner of this Note for all 
purposes.  



 10. Unclaimed Money or Notes.  
  
  The Agent and the Paying Agent shall return to the Company upon written request any 

money, Notes or shares of Common Stock held by them for the payment of any amount 
with respect to the Notes that remains unclaimed for two years, subject to applicable 
unclaimed property law. After such return to the Company, Holders entitled to the money 
or Notes must look to the Company for payment as general creditors unless an applicable 
abandoned property law designates another person.  

  
11. Amendment; Waiver.  
  

Except as set forth below, (i) this Note may be amended with the written consent of the 
Holders of not less than a majority in aggregate principal amount of the Notes at the time 
outstanding and (ii) certain Defaults may be waived with the written consent of the 
Holders of not less than a majority in aggregate principal amount of the Notes at the time 
outstanding. Without the consent of any Holder, the Company and the Agent may amend 
the Notes to, among other things, cure any ambiguity, omission, defect or inconsistency, 
to provide for uncertificated Notes in addition to or in place of certificated Notes or to 
make any change that does not adversely affect the rights of any Holder. The foregoing 
notwithstanding, without the consent of the Holder of this Note, no amendment may be 
made reducing the principal or the Interest Rate of this Note or extending the Stated 
Maturity of this Note. 

  
12. Defaults and Remedies.  
  

Events of Default include (1) the Company fails to pay when due the principal of any of 
the Notes at Stated Maturity, upon redemption or otherwise; (2) the Company fails to pay 
an installment of interest on any of the Notes that continues for 30 (Thirty) days after the 
date when due; (3) the Company fails to deliver shares of Common Stock, together with 
cash in lieu of fractional shares, when such Common Stock or cash in lieu of fractional 
shares is required to be delivered upon conversion of a Note and such failure continues 
for 10 days after written notice of default is given to the Company by the Agent or to the 
Company and the Agent by the Holder of such Note; (4) the Company fails to perform or 
observe any other term, covenant or agreement contained in the Notes for a period of 60 
(Sixty) days after written notice of such failure, requiring the Company to remedy the 
same, shall have been given to the Company by the Agent or to the Company and the 
Agent by the Holders of at least 50% (Fifty percent) in aggregate principal amount of the 
Notes then outstanding (a “Notice of Default”); (5) in the event of bankruptcy, insolvency 
or reorganization with respect to the Company or any Significant Subsidiary and (6) the 
Company’s filing of, or any Significant Subsidiaries’ filing of, a voluntary petition 
seeking liquidation, reorganization arrangement, readjustment of debts or for any other 
relief under the federal bankruptcy code.  If an Event of Default (other than an Event of 
Default specified in clause (5) or (6) of this paragraph 12) occurs and is continuing, the 
Agent, or the Holders of at least 50% (Fifty percent) in aggregate principal amount of the 
Notes at the time outstanding, may declare all the Notes to be due and payable 
immediately. An Event of Default under clause (5) or (6) of this paragraph 12 will result 



in the Notes becoming due and payable immediately upon the occurrence of such Events 
of Default.  

  
Holders may not enforce this Note, except with the approval of Holders of a majority in 
aggregate principle amount of the Notes. The Agent may refuse to enforce the Notes 
unless it receives reasonable indemnity or security.  

  
13. Subordination.  
  

The payment of principal of and interest on the Notes will be subordinated in right of 
payment to the prior payment in full in cash or cash equivalents (or otherwise to the 
extent Holders accept satisfaction of amounts due by settlement in other than cash or cash 
equivalents) of all Senior Indebtedness whether outstanding on the date of this Note or 
thereafter incurred.  

  
14. Agent Dealings with the Company.  
  

The Agent, in its individual or any other capacity, may become the owner or pledgee of 
Notes and may otherwise deal with and collect obligations owed to it by the Company or 
its Affiliates and may otherwise deal with the Company or its Affiliates with the same 
rights it would have if it were not Agent.  

 
   
15. No Recourse Against Others.  
  

A director, officer, employee or stockholder, as such, of the Company shall not have any 
liability for any obligations of the Company under the Notes or for any claim based on, in 
respect of or by reason of such obligations or their creation. By accepting a Note, each 
Holder waives and releases all such liability. The waiver and release are part of the 
consideration for the issue of the Notes.  

   
16. Abbreviations.  
  

Customary abbreviations may be used in the name of a Holder or an assignee, such as 
TEN COM (=tenants in common), TEN ENT (=tenants by the entireties), JT TEN (=joint 
tenants with right of survivorship and not as tenants in common), CUST (=custodian), 
and U/G/M/A (=Uniform Gift to Minors Act).  

  
17. GOVERNING LAW.  
  

THIS NOTE WILL BE GOVERNED BY, AND CONSTRUED IN ACCORDANCE 
WITH THE LAWS OF THE STATE OF NEVADA.  

  
 

  



Exhibit A 
 

CONVERSION NOTICE 
  
To convert this Note into Common Stock of the Company, check the box:  
  
To convert only part of this Note, state the principal amount to be converted (which must be 
US$1,000 or an integral multiple of US$1,000):  
  
US$                                               
  
If you want the stock certificate made out in another person’s name, fill in the form below:  
  
 
 
  

 
  

 
(Insert other person’s social sec. or tax ID no.) 

 
  

 
  

 
  

 
  

 
  

(Print or type other person’s name, address and zip code)  
  
� If you want the stock certificate made out in another person’s name, you are required to

complete and deliver to the Conversion Agent a duly completed Transfer Certificate which is
in the form of Exhibit B to this Note.  

 



EXHIBIT B 
 

ASSIGNMENT FORM 
  

For value received                                          hereby sell(s), assign(s), and transfer(s) 
unto                                               (Please insert social security or other Taxpayer Identification 
Number of assignee) the within Note, and hereby irrevocably constitutes and 
appoints                                               attorney to transfer the said Note on the books of the 
Company, with full power of substitution in the premises.  
  

In connection with the transfer of this Note, the undersigned registered owner of this Note 
hereby certifies with respect to US$                                              principal amount of this Note 
presented or surrendered on the date hereof (the “Surrendered Note”) for registration of transfer, 
or for exchange where the Notes issuable upon such transfer or exchange are to be registered in a 
name other than that of the undersigned registered owner (each such transaction being a 
“transfer”), that such transfer complies with the restrictive legend set forth on the face of the 
Surrendered Note for the reason checked below:  
  
  � A transfer of the Surrendered Note is made to the Company; or  
  

  
� The transfer of the Surrendered Note complies with Rule 144A under the U.S. Securities

Act of 1933, as amended (the “Securities Act”); or  
  

  
� The transfer of the Surrendered Note complies with Rule 501(a)(1), (2), (3) or (7) of Rule

501 under the Securities Act; or  
  

  
� The transfer of the Surrendered Note is pursuant to an effective registration statement

under the Securities Act, or  
  

  
� The transfer of the Surrendered Note is pursuant to another available exemption from the

registration requirement of the Securities Act,  
  

and unless the box below is checked, the undersigned confirms that, to the undersigned’s 
knowledge, the Surrendered Note is not being transferred to an “affiliate” of the Company 
as defined in Rule 144 under the Securities Act (an “Affiliate”).  

  
  � The transferee is an Affiliate of the Company.  
  
      
Dated:           
       
             
             
         
  

  
  

     
Signature(s) 
  



Signature(s) must be guaranteed by an 
“eligible guarantor institution” meeting 
the requirements of the Registrar, which 
requirements include membership or 
participation in the Security Transfer 
Agent Medallion Program (“STAMP”) or 
such other “signature guarantee program” 
as may be determined by the Notes 
registrar in addition to, or in substitution 
for, STAMP, all in accordance with the 
Securities Exchange Act of 1934, as 
amended. 

  
  



Exhibit C 
 

Transfer Certificate 
  

In connection with any transfer (or exchange or conversion as provided below) of any of the 
Notes, the undersigned registered owner of this Note hereby certifies with respect to 
US$                             principal amount of the above-captioned Notes presented or surrendered 
on the date hereof (the “Surrendered Notes”) for registration of transfer, or for exchange or 
conversion where the Notes or Common Stock issuable upon such exchange or conversion, as 
the case may be, are to be registered in a name other than that of the undersigned registered 
owner (each such transaction being a “transfer”), that such transfer complies with the restrictive 
legend set forth on the face of the Surrendered Notes for the reason checked below:  
  
  � A transfer of the Surrendered Notes is made to the Company or any Subsidiaries; or  
  

  
� The transfer of the Surrendered Notes complies with Rule 144A under the U.S. Securities

Act of 1933, as amended (the “Securities Act”); or  
  

  
� The transfer of the Surrendered Note complies with Rule 501(a)(1), (2), (3) or (7) of Rule 

501 under the Securities Act; or  
  

  
� The transfer of the Surrendered Notes is pursuant to an effective registration statement

under the Securities Act, or  
  

  
� The transfer of the Surrendered Notes is pursuant to another available exemption from

the registration requirement of the Securities Act,  
  

and unless the box below is checked, the undersigned confirms that, to the undersigned’s 
knowledge, such Notes are not being transferred to an “affiliate” of the Company as defined 
in Rule 144 under the Securities Act (an “Affiliate”).  

  
  � The transferee is an Affiliate of the Company.  
  
DATE:                                                                
  

 
  
 
  

Signature(s) 
  
(If the registered owner is a corporation, partnership or fiduciary, the title of the Person signing 
on behalf of such registered owner must be stated.)  
  
  



Exhibit D 
 

Definitions 
  

“Affiliate” of any specified person means any other person directly or indirectly 
controlling or controlled by or under direct or indirect common control with such 
specified person. For purposes of this definition, “control” when used with respect to any 
specified person means the power to direct or cause the direction of the management and 
policies of such person, directly or indirectly, whether through the ownership of voting 
securities, by contract or otherwise; and the terms “controlling” and “controlled” have 
meanings correlative to the foregoing.  

 
“Agent” means the Company until a successor replaces it as agent with respect to the 
Notes and, thereafter, shall mean such successor. The foregoing sentence shall likewise 
apply to any subsequent such successor or successors.  

  
“Board of Directors” means either the board of directors of the Company or any duly 
authorized committee of such board.  

  
“Board Resolution” means a resolution duly adopted by the Board of Directors, a copy of 
which, certified by the Secretary or an Assistant Secretary of the Company to be in full 
force and effect on the date of such certification, shall have been delivered to the Agent.  

  
“Business Day” means each day of the year other than a Saturday or a Sunday on which 
banking institutions are not required or authorized to close in The City of New York.  

  
“Capital Stock” of any corporation means any and all shares, interests, rights to purchase, 
warrants, options, participations or other equivalents of or interests in (however 
designated) stock or other equity issued by that corporation.  

  
“Common Stock” means the Common Stock, par value US$0.00001 per share, of the 
Company as it exists on the date of this Note. Shares issuable on conversion of Notes 
shall include only shares of Common Stock or shares of any class or classes of common 
stock resulting from any reclassification or reclassifications thereof; provided, however, 
that if at any time there shall be more than one such of each such class then so issuable 
shall be substantially in the proportion which the total number of shares of such class 
resulting from all such reclassifications bears to the total number of shares of all such 
classes resulting from all such reclassifications.  

  
“Common stock” means any stock of any class of Capital Stock which has no preference 
in respect of dividends or of amounts payable in the event of any voluntary or involuntary 
liquidation, dissolution or winding up of the issuer.  

  
 
 



“Company” means the party named as the “Company” in the first paragraph of this Note 
until a successor replaces it pursuant to the applicable provisions of this Note, and, 
thereafter, “Company” shall mean such successor. The foregoing sentence shall likewise 
apply to any subsequent such successor or successors.  

   
“Conversion Agent” means any person authorized by the Company to convert Notes in 
accordance with Article 10 hereof. On the date of this Note, the Company hereby 
appoints the Agent as the Conversion Agent.  

  
“Conversion Price” means US$1,000 divided by the applicable Conversion Rate.  

  
“Conversion Value” for the Notes is equal to the product of (i) the Sale Price per share of 
the Common Stock on a given day and (ii) the then current Conversion Rate.   

   
“Default” means any event which is, or after notice or passage of time or both would be, 
an Event of Default.  

   
“Dollar” or “U.S.$” means a dollar or other equivalent unit in such coin or currency of 
the United States as at the time shall be legal tender for the payment of public and private 
debts.  

  
“GAAP” means United States generally accepted accounting principles as in effect from 
time to time.  

  
“Holder” means a person in whose name a Note is registered on the Registrar’s books.  

  
“Indebtedness” means, with respect to any person, without duplication:  

  
(1)  all obligations and other liabilities, contingent or otherwise, of such person 

for borrowed money (including overdrafts) to the extent such obligations 
and other liabilities would appear as a liability upon the consolidated 
balance sheet of such a person in accordance with GAAP or for the 
deferred purchase price of property or services, excluding any trade 
payables and other accrued current liabilities incurred in the ordinary 
course of business, but including, without limitation, all obligations, 
contingent or otherwise, of such person in connection with any letters of 
credit and acceptances issued under letter of credit facilities, acceptance 
facilities or other similar facilities;  

  
(2)  all obligations of such person evidenced by bonds, credit or loan 

agreements, notes, debentures or other similar instruments to the extent 
such obligations would appear as a liability upon the consolidated balance 
sheet of such a person in accordance with GAAP;  

  
 



(3)  indebtedness of such person created or arising under any conditional sale 
or other title retention agreement with respect to property acquired by such 
person (even if the rights and remedies of the seller or lender under such 
agreement in the event of default are limited to repossession or sale of 
such property), but excluding trade payables arising in the ordinary course 
of business;  

 
 (4)  All obligations and liabilities, contingent or otherwise, in respect of leases 

of the person required, in conformity with GAAP, to be accounted for as 
capitalized lease obligations on the consolidated balance sheet of the 
person;  

  
(5)  all net obligations of such person under or in respect of interest rate 

agreements, currency agreements or other swap, cap floor or collar 
agreements, hedge agreements, forward contracts or similar instruments or 
agreements or foreign currency, hedge, exchange or purchase or similar 
instruments or agreements;  

  
(6)  all indebtedness referred to in (but not excluded from) the preceding 

clauses (1) through (5) of other persons, the payment of which is secured 
by (or for which the holder of such indebtedness has an existing right, 
contingent or otherwise, to be secured by) any Lien on or with respect to 
property (including, without limitation, accounts and contract rights) 
owned by the referent person, even though such person has not assumed or 
become liable for the payment of such indebtedness (the amount of such 
obligation being deemed to be the lesser of the value of such property or 
asset or the amount of the obligation so secured);  

  
(7)  All guarantees by such person of indebtedness referred to in this definition 

or of any other person;  
  

(8)  All Redeemable Capital Stock of such person valued at the greater of its 
voluntary or involuntary maximum fixed purchase price plus accrued and 
unpaid dividends;  

  
(9)  the present value of the obligation of such person as lessee for net rental 

payments (excluding all amounts required to be paid on account of 
maintenance and repairs, insurance, taxes, assessments, water, utilities and 
similar charges to the extent included in such rental payments) during the 
remaining term of the lease included in any such sale and leaseback 
transaction including any period for which such lease has been extended 
or may, at the option of the lessor, be extended. Such present value shall 
be calculated using a discount rate equal to the rate of interest implicit in 
such transaction, determined in accordance with GAAP; and  

  



(10)  any and all refinancings, replacements, deferrals, renewals, extensions and 
refundings of or amendments, modifications or supplements to, any 
indebtedness, obligation or liability of the kind described in clauses (1) 
through (9) above.  

  
“Interest Payment Date” means the date specified in the Notes as the fixed date on which 
an installment of interest on the Notes is due and payable.  

  
“Interest Rate” means 10% (Ten percent) per annum.  

  
“Issue Date” of any Note means the date on which the Note was originally issued or 
deemed issued as set forth on the face of the Note.  

  
“Lien” means, with respect to any asset, any mortgage, lien, pledge, charge, security 
interest or encumbrance of any kind in respect of such asset given to secure Indebtedness, 
whether or not filed, recorded or otherwise perfected under applicable law (including any 
conditional sale or other title retention agreement, any lease in the nature thereof, any 
option or other agreement to sell or give a security interest in and any filing of or 
agreement to give any financing statement under the Uniform Commercial Code (or 
equivalent statutes) of any jurisdiction with respect to any such lien, pledge, charge or 
security interest).  

  
“Notes” mean the Company’s convertible Notes due May 3, 2011.  

  
“Officer” means the Chairman of the Board, the Vice Chairman, the Chief Executive 
Officer, the President, any Executive Vice President, any Senior Vice President, any Vice 
President, the Treasurer or the Secretary or any Assistant Treasurer or Assistant Secretary 
of the Company. 

 
“Officers’ Certificate” means a written certificate signed in the name of the Company by 
any one Officer, and delivered to the Agent 

 
“person” or “Person” means any individual, corporation, limited liability company, 
partnership, joint venture, association, joint-stock company, trust, unincorporated 
organization, or government or any agency or political subdivision thereof, including any 
subdivision or ongoing business of any such entity or substantially all of the assets of any 
such entity, subdivision or business.  

  
  “Principal” of a Note means the principal amount due on the Stated Maturity as set forth 

on the face of the Note.  
  
 
 
 
 



“Redeemable Capital Stock” means any class of the Company’s Capital Stock that, either 
by its terms, by the terms of any securities into which it is convertible or exchangeable or 
by contract or otherwise, is, or upon the happening of an event or passage of time would 
be, required to be redeemed (whether by sinking fund or otherwise) prior to the date that 
is 91 days after the Stated Maturity of the Notes or is redeemable at the option of the 
holder thereof at any time prior to such date.  Securities at any time prior to such date 
(unless it is convertible or exchangeable solely at the Company’s option).  

  
“Redemption Date” or “redemption date” means the date specified for redemption of the 
Notes in accordance with the terms of this Note.  

  
“Redemption Price” or “redemption price” shall have the meaning set forth in paragraph 
5 of this Note.  

  
“Regular Record Date” means, with respect to the interest payable on any Interest 
Payment Date, the close of business on the March 15 or September 15 (whether or not a 
Business Day), as the case may be, next preceding such Interest Payment Date.  

   
“Rule 144” means Rule 144 under the Securities Act (or any successor provision), as it 
may be amended from time to time.  

  
“Rule 144A” means Rule 144A under the Securities Act (or any successor provision), as 
it may be amended from time to time.  

  
“Sale Price” as of any date means the closing per share sale price (or if no closing sale 
price is reported, the average bid price and ask prices or, if more than one in either case, 
the average of the average bid and average ask prices) on such date on the Nasdaq 
National Market or such other principal United States securities exchange on which the 
Common Stock is traded or, if the Common Stock is not listed on a United States national 
or regional securities exchange, as reported by the National Association of Securities 
Dealers Automated Quotation System or by the National Quotation Bureau Incorporated. 
In the absence of a quotation, the Company will determine the sale price on the basis of 
such quotations as the Company considers appropriate.  

  
“SEC” means the Securities and Exchange Commission.  

  
“Securities Act” means the United States Securities Act of 1933 (or any successor 
statute), as amended from time to time.  

  
“Senior Indebtedness” means any Indebtedness of the Company, unless by the terms of 
the instrument creating or evidencing such Indebtedness, such Indebtedness is expressly 
designated equal or junior in right of payment to the Notes.  

  
Notwithstanding the foregoing, “Senior Indebtedness” shall not include:  

  
(a)  Indebtedness evidenced by the Notes;  



 (b) Indebtedness of the Company that by operation of law is subordinate to any 
general unsecured obligations of the Company;  

  
(c)  any liability for federal, state or local taxes or other taxes, owed by the Company.  

  
(d)  accounts payable or other liabilities owed or owing by the Company to trade 

creditors (including guarantees thereof or instruments evidencing such liabilities);  
  

(e)  amounts owed by the Company for compensation to employees or for services 
rendered to the Company;  

  
(f)  Indebtedness of the Company to any Subsidiary or any other Affiliate of the 

Company or any of such Affiliate’s Subsidiaries;  
  

(g)  Capital Stock of the Company, including Redeemable Capital Stock; and  
  

(h)  Indebtedness of the Company which, when incurred and without regard to any 
election under Section 1111(b) of Title 11 of the United States Code, is without 
recourse to the Company.  

  
“Significant Subsidiary” means any Subsidiary that would be, as of the date of the 
applicable action set forth in this Note, a “significant subsidiary” of the Company within 
the meaning of Rule 1-02(w) of Regulation S-X promulgated by the SEC.  

  
“Stated Maturity”, when used with respect to any Note, means the date specified in such 
Note as the fixed date on which the principal of such Note is due and payable.  

  
“Subsidiary” means, with respect to any Person, (i) a corporation, a majority of whose 
Capital Stock with voting power, under ordinary circumstances, to elect directors is, at 
the date of determination, directly or indirectly owned by such Person, by one or more 
Subsidiaries of such Person or by such Person and one or more Subsidiaries of such 
Person, (ii) a partnership in which such Person or a Subsidiary of such Person holds a 
majority interest in the equity capital or profits of such partnership, or (iii) any other 
entity (other than a corporation) in which such Person, a Subsidiary of such Person or 
such Person and one or more Subsidiaries of such Person, directly or indirectly, at the 
date of determination, has (x) at least a majority ownership interest or (y) the power to 
elect or direct the election of a majority of the directors or other governing body of such 
entity.  

  
  “Trading Day” means a day during which trading in securities generally occurs on the 

Nasdaq National Market or, if the Common Stock is not listed on a national or regional 
securities exchange, on the National Association of Securities Dealers Automated 
Quotation System, or, if the Common Stock is not quoted on the National Association of 
Securities Dealers Automated Quotation System, on the principal other market on which 
the Common Stock is then traded.  

  



  “United States” means the United States of America (including the States and the District 
of Columbia), its territories, its possessions and other areas subject to its jurisdiction (its 
“possessions” including Puerto Rico, the U.S. Virgin Islands, Guam, American Samoa, 
Wake Island and the Northern Mariana Islands).   

 
 
 
 
 
 
 
 
 
 
 



Convertible Note 
 

THE SECURITY EVIDENCED HEREBY HAS NOT BEEN REGISTERED UNDER 
THE U.S. SECURITIES ACT OF 1933, AS AMENDED (THE “SECURITIES ACT”). THE 
HOLDER HEREOF, BY PURCHASING THIS NOTE, AGREES FOR THE BENEFIT OF 
GNCC CAPITAL, INC. (THE “COMPANY”) THAT THIS NOTE MAY NOT BE RESOLD, 
PLEDGED OR OTHERWISE, OTHER THAN (1) TO THE COMPANY, (2) SO LONG AS 
THIS NOTE IS ELIGIBLE FOR RESALE PURSUANT TO RULE 144A UNDER THE 
SECURITIES ACT (“RULE 144A”), TO A PERSON WHOM THE SELLER REASONABLY 
BELIEVES IS A QUALIFIED INSTITUTIONAL BUYER WITHIN THE MEANING OF 
RULE 144A, PURCHASING FOR ITS OWN ACCOUNT OR FOR THE ACCOUNT OF A 
QUALIFIED INSTITUTIONAL BUYER TO WHOM NOTICE IS GIVEN THAT THE 
RESALE, PLEDGE OR OTHER TRANSFER IS BEING MADE IN RELIANCE ON RULE 
144A, (3) TO AN INSTITUTIONAL ACCREDITED INVESTOR” AS DEFINED IN RULE 
501 (A)(1), (2), (3) OR (7) OF RULE 501 UNDER THE SECURITIES ACT 
(“INSTITUTIONAL ACCREDITED INVESTOR”) THAT IS ACQUIRING THIS NOTE FOR 
INVESTMENT PURPOSES AND NOT FOR DISTRIBUTION, AND THAT, PRIOR TO 
SUCH TRANSFER, DELIVERS TO THE COMPANY AND THE AGENT A SIGNED 
LETTER CONTAINING CERTAIN REPRESENTATIONS AND AGREEMENTS RELATING 
TO THE RESTRICTIONS ON TRANSFER OF THE NOTE EVIDENCED HEREBY (THE 
FORM OF WHICH LETTER MAY BE OBTAINED FROM THE AGENT), (4) PURSUANT 
TO RULE 144 UNDER THE SECURITIES ACT, (5) PURSUANT TO ANOTHER 
AVAILABLE EXEMPTION FROM REGISTRATION UNDER THE SECURITIES ACT OR 
(6) PURSUANT TO AN EFFECTIVE REGISTRATION STATEMENT UNDER THE 
SECURITIES ACT, IN EACH CASE IN ACCORDANCE WITH ANY APPLICABLE 
SECURITIES LAWS OF ANY STATE OF THE UNITED STATES PRIOR TO A TRANSFER 
OF THIS NOTE (OTHER THAN A TRANSFER PURSUANT TO CLAUSE (6) ABOVE), 
THE HOLDER OF THIS NOTE MUST, PRIOR TO SUCH TRANSFER, FURNISH TO THE 
COMPANY AND THE TRANSFER AGENT SUCH CERTIFICATES AND OTHER 
INFORMATION AND LEGAL OPINIONS AS THEY MAY REASONABLY REQUIRE. THE 
HOLDER HEREOF, BY PURCHASING THIS NOTE, REPRESENTS AND AGREES FOR 
THE BENEFIT OF THE COMPANY THAT IT IS AN ACCREDITED INVESTOR OR A 
QUALIFIED INSTITUTIONAL BUYER AND THAT IT IS HOLDING THIS NOTE FOR 
INVESTMENT PURPOSES AND NOT FOR DISTRIBUTION. IN ANY CASE THE 
HOLDER HEREOF WILL NOT, DIRECTLY OR INDIRECTLY, ENGAGE IN ANY 
HEDGING TRANSACTION WITH REGARD TO THIS NOTE OR ANY COMMON STOCK 
ISSUABLE UPON CONVERSION OF THIS NOTE EXCEPT AS PERMITTED BY THE 
SECURITIES ACT. 
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Capitalized terms used herein but not defined shall have the meanings assigned to them in 
Exhibit D attached hereto and incorporated by reference herein unless otherwise indicated.  
  
1. Cash Interest.  
  
  The Company promises to pay interest at the Interest Rate in cash on the principal 

amount of this Note. The Company will pay cash interest semiannually in arrears on June 
30 and December 31 of each year (each an “Interest Payment Date”), beginning on 
December 31, 2013, to Holders of record at the close of business on the preceding June 
15 and December 15 (whether or not a business day) (each a “Regular Record Date”), as 
the case may be, immediately preceding such Interest Payment Date. Cash interest on the 
Notes will accrue from the most recent date to which interest has been paid or duly 
provided or, if no interest has been paid, from the Issue Date. Cash interest will be 
computed on the basis of a 360-day year of twelve 30-day months. The Company shall 
pay cash interest on overdue principal at the rate borne by the Notes, and it shall pay 
interest in cash on overdue installments of cash interest at the same rate to the extent 
lawful. All such overdue cash interest shall be payable on demand. Upon conversion, 
accrued and unpaid interest shall be deemed paid in full rather than cancelled, 
extinguished or forfeited.  

  
2. Method of Payment.  
  

The Company will make payments in respect of the principal of, and cash interest on this 
Note and in respect of Redemption Prices, if any, to Holders who surrender Notes to a 
Paying Agent to collect such payments in respect of the Notes. The Company will pay 
cash amounts in money of the United States that at the time of payment is legal tender for 
payment of public and private debts. However, the Company may make such cash 
payments by check or wire transfer payable in such money. Any payment required to be 
made on any day that is not a Business Day will be made on the next succeeding 
Business Day.  

  
3. Paying Agent, Conversion Agent and Registrar.  
  

Initially, the Agent will act as Paying Agent, Conversion Agent and Registrar. The 
Company may appoint and change any Paying Agent, Conversion Agent, Registrar or co-
registrar without notice, other than notice to the Agent, which shall initially be an office 
or agency of the Agent. The Company or any of its Subsidiaries or any of their Affiliates 
may act as Paying Agent, Conversion Agent, Registrar or co-registrar.  

  
4. The Notes  
  

The Notes are general unsecured subordinated obligations of the Company limited to 
US$2,000,000 (Two million dollars) aggregate principal amount plus any additional 
accrued interest on these Notes. The Company may incur other Indebtedness, secured or 
unsecured.  

  



5. Optional Redemption.  
  

This Note is not redeemable prior to June 17, 2016. On and after June 17, 2016, the 
Company may at its option, redeem the Notes in whole or in part at any time or in part 
from time to time, in cash. If the Company redeems the Notes at its option, the Notes will 
be redeemed at a redemption price equal to 100% (One hundred percent) of the principal 
amount (the “Redemption Price”), plus accrued and unpaid interest, if any, to (but not 
including) the Redemption Date. If a Redemption Date is after a Regular Record Date but 
on or prior to the corresponding Interest Payment Date, the accrued and unpaid interest 
becoming due on such date shall be payable to the Holders of such Notes, or one or more 
predecessor Notes, registered as such on the relevant Regular Record Date according to 
their terms, and the Redemption Price shall not include such interest payment. If fewer 
than all the Notes are to be redeemed, the Agent shall select the particular Notes to be 
redeemed from the outstanding Notes by lot or shall redeem each note proportionally.  

  
On and after the Redemption Date, interest ceases to accrue on Notes or portions of Notes 
called for redemption, unless the Company defaults in the payment of the Redemption 
Price and accrued and unpaid interest.  

  
30 (Thirty) days prior notice of redemption will be given by the Company to the Holders 
at their registered address of record.  

  
No sinking fund is provided for the Notes.  

   
 6. Conversion.  
  

Except as set forth in the next sentence, a Holder of a Note may convert such Note (or 
any portion thereof equal to US$1,000 or any integral multiple of US$1,000 in excess 
thereof) into Common Stock at any time at the Conversion Rate then in effect. If such 
Note is called for redemption, such conversion right shall terminate at the close of 
business on the second Business Day prior to the Redemption Date for such Note (unless 
the Company shall default in making the redemption payment when due, in which case 
the conversion right shall terminate at the close of business on the date such default is 
cured and such Note is redeemed).  

  
The number of shares of Common Stock issuable upon conversion of a Note shall be 
determined by dividing the principal amount of the Note or portion thereof surrendered 
for conversion by US$1,000, and then multiplying the quotient by the Conversion Rate in 
effect on the Conversion Date. The “Conversion Rate” is based on the average trading 
price as reported for the 5 (Five) trading days preceding the date of conversion.   The 
Company shall pay cash adjustment in lieu of any fractional share of Common Stock.  

  
 
 
 
 



To convert a Certificated Note, a Holder must (1) complete and manually sign a 
conversion notice in the form of Exhibit A hereto (or complete and manually sign a 
facsimile of such notice) and deliver such notice to the Conversion Agent, (2) surrender 
the Note to the Conversion Agent, (3) furnish appropriate endorsements and transfer 
documents if required by the Conversion Agent, the Company or the Agent and (4) pay 
any transfer or similar tax, if required.  

 
7. Adjustment of Conversion Rate  
  

  The Conversion Rate shall be subject to adjustments, calculated by the Company, from 
time to time as follows:  

  
(a)  In case the Company shall hereafter pay a dividend or make a distribution to all 

holders of the outstanding Common Stock in shares of Common Stock, the 
Conversion Rate in effect at the opening of business on the date following the 
date fixed for the determination of stockholders entitled to receive such dividend 
or other distribution shall be increased by multiplying such Conversion Rate by a 
fraction:  

  
(1)  the numerator of which shall be the sum of the number of shares of 

Common Stock outstanding at the close of business on the Record Date 
fixed for such determination and the total number of shares constituting 
such dividend or other distribution, and  

  
(2)  The denominator of which shall be the sum of such number of shares.  

  
Such increase shall become effective immediately after the opening of business on the 
day following the Record Date. If any dividend or distribution of the type described in 
this paragraph 7(a) is declared but not so paid or made, the Conversion Rate shall again 
be adjusted to the Conversion Rate which would then be in effect if such dividend or 
distribution had not been declared.  

  
(b)  In case the outstanding shares of Common Stock shall be subdivided into a 

greater number of shares of Common Stock (commonly referred to as a “forward 
split”), the Conversion Rate in effect at the opening of business on the day 
following the day upon which such subdivision becomes effective shall be 
proportionately increased, and in case outstanding shares of Common Stock shall 
be combined into a smaller number of shares of Common Stock (commonly 
referred to as a “reverse split”), the Conversion Rate in effect at the opening of 
business on the day following the day upon which such combination becomes 
effective shall be reduced, in each such case, by multiplying such Conversion 
Rate by a fraction, the numerator of which shall be the number of shares of 
Common Stock outstanding immediately after giving effect to such subdivision or 
combination and the denominator of which shall be the number of shares of 
Common Stock outstanding immediately prior to such subdivision or 
combination. Such reduction or increase, as the case may be, to become effective 



immediately after the opening of business on the day following the day upon 
which such subdivision or combination becomes effective.  

 
(c) In case the Company shall issue rights or warrants to all holders of its outstanding 

shares of Common Stock entitling them (for a period of not more than 60 days) to 
subscribe for or purchase shares of Common Stock (or securities convertible into 
Common Stock) at a price per share (or having a Conversion Price per share) less 
than the Current Market Price on the Record Date fixed for the determination of 
stockholders entitled to receive such rights or warrants, the Conversion Rate shall 
be adjusted so that the same shall equal the price determined by multiplying the 
Conversion Rate in effect at the opening of business on the date after such Record 
Date by a fraction:  

  
(1)  the numerator of which shall be the number of shares of Common Stock 

outstanding on the close of business on the Record Date plus the total 
number of additional shares of Common Stock so offered for subscription 
or purchase (or into which the convertible securities so offered are 
convertible), and  

  
(2)  the denominator of which shall be the number of shares of Common Stock 

outstanding at the close of business on the Record Date plus the number of 
shares which the aggregate offering price of the total number of shares so 
offered for subscription or purchase (or the aggregate Conversion Price of 
the convertible securities so offered) would purchase at such Current 
Market Price.  

  
Such adjustment shall become effective immediately after the opening of business 
on the day following the Record Date fixed for determination of stockholders 
entitled to receive such rights or warrants. To the extent that shares of Common 
Stock (or securities convertible into Common Stock) are not delivered pursuant to 
such rights or warrants, upon the expiration or termination of such rights or 
warrants the Conversion Rate shall be readjusted to the Conversion Rate which 
would then be in effect had the adjustments made upon the issuance of such rights 
or warrants been made on the basis of the delivery of only the number of shares of 
Common Stock (or securities convertible into Common Stock) actually delivered. 
In the event that such rights or warrants are not so issued, the Conversion Rate 
shall again be adjusted to be the Conversion Rate which would then be in effect if 
such date fixed for the determination of stockholders entitled to receive such 
rights or warrants had not been fixed. In determining whether any rights or 
warrants entitle the holders to subscribe for or purchase shares of Common Stock 
at less than such Current Market Price, and in determining the aggregate offering 
price of such shares of Common Stock, there shall be taken into account any 
consideration received for such rights or warrants, the value of such consideration 
if other than cash, to be determined by the Board of Directors.  

  



(d)  In case the Company shall, by dividend or otherwise, distribute to all holders of 
its Common Stock shares of any class of capital stock of the Company (other than 
any dividends or distributions to which paragraph 7(a) applies) or evidences of its 
indebtedness or other assets, including securities, but excluding (1) any rights or 
warrants referred to in paragraph 7(c) and (3) dividends and distributions paid 
exclusively in cash referred to in paragraph 7(e) (the securities described in 
foregoing clauses (1)and (2) hereinafter in this paragraph 7(d) called the 
“excluded securities”), then, in each such case, subject to the second succeeding 
paragraph of this paragraph 7(d), the Conversion Rate shall be adjusted so that the 
same shall be equal to the price determined by multiplying the Conversion Rate in 
effect immediately prior to the close of business on the Record Date with respect 
to such distribution by a fraction:  

  
(1)  The numerator of which shall be such Current Market Price, and  

  
(2)  The denominator of which shall be the Current Market Price on such date, 

less the fair market value (as determined by the Board of Directors, whose 
determination shall be conclusive and set forth in a Board Resolution) on  

  

 
Such date of the portion of the securities or other assets so distributed (other than excluded
securities) applicable to one share of Common Stock (determined on the basis of the number
of shares of the Common Stock outstanding on the Record Date).  

  
Such increase shall become effective immediately prior to the opening of business on the 
day following the Record Date. However, in the event that the then fair market value (as 
so determined) of the portion of the securities so distributed (other than excluded 
securities) applicable to one share of Common Stock is equal to or greater than the 
Current Market Price on the Record Date, in lieu of the foregoing adjustment, adequate 
provision shall be made so that each Holder shall have the right to receive upon 
conversion of a Note (or any portion thereof) the amount of securities so distributed 
(other than excluded securities) such Holder would have received had such Holder 
converted such Note (or portion thereof) immediately prior to such Record Date. In the 
event that such dividend or distribution is not so paid or made, the Conversion Rate shall 
again be adjusted to be the Conversion Rate which would then be in effect if such 
dividend or distribution had not been declared.  

  
If the Board of Directors determines the fair market value of any distribution for purposes 
of this paragraph 7(d) by reference to the actual or when issued trading market for any 
securities comprising all or part of such distribution (other than excluded securities), it 
must in doing so consider the prices in such market over the same period (the “Reference 
Period”) used in computing the Current Market Price pursuant to paragraph 7(g) to the 
extent possible, unless the Board of Directors in a Board Resolution determines in good 
faith that determining the fair market value during the Reference Period would not be in 
the best interests of the Holder.  

  



For purposes of this paragraph 7(d) and paragraphs 7(a), 7(b) and 7(c), any dividend or 
distribution to which this paragraph 7(d) is applicable that also includes shares of 
Common Stock, a subdivision or combination of Common Stock to which paragraph 7(b) 
applies, or rights or warrants to subscribe for or purchase shares of Common Stock (or 
securities convertible into Common Stock) to which paragraph 7(c) applies (or any 
combination thereof), shall be deemed instead to be:  

  
(1)  a dividend or distribution of the evidences of indebtedness, assets, shares 

of capital stock, rights or warrants other than such shares of Common 
Stock, such subdivision or combination or such rights or warrants to which 
paragraphs 7(a), 7(b) and7(c) apply, respectively (and any Conversion 
Rate increase required by this paragraph 7(d) with respect to such 
dividend or distribution shall then be made), immediately followed by  

  
(2)  a dividend or distribution of such shares of Common Stock, such 

subdivision or combination or such rights or warrants (and any further 
Conversion Rate increase required by paragraphs 7(a), 7(b) and 7(c) with 
respect to such dividend or distribution shall then be made), except:  

  
(A)  the Record Date of such dividend or distribution shall be substituted as (x) 

“the date fixed for the determination of stockholders entitled to receive 
such dividend or other distribution”, “Record Date fixed for such 
determinations” and “Record Date” within the meaning of paragraph 7(a), 
(y) “the day upon which such subdivision becomes effective” and “the day 
upon which such combination becomes effective” within the meaning of 
paragraph 7(b), and (z) as “the date fixed for the determination of 
stockholders entitled to receive such rights or warrants”, “the Record Date 
fixed for the determination of the stockholders entitled to receive such 
rights or warrants” and such “Record Date” within the meaning of 
paragraph 7(c), and  

  
(B)  any shares of Common Stock included in such dividend or distribution 

shall not be deemed “outstanding at the close of business on the date fixed 
for such determination” within the meaning of paragraph 7(a) and any 
increase or reduction in the number of shares of Common Stock resulting 
from such subdivision or combination shall be disregarded in connection 
with such dividend or distribution.  

  
(e)  In case the Company shall, by dividend or otherwise, distribute to all holders of 

its Common Stock, cash (excluding any cash that is distributed as part of a 
distribution referred to in paragraph 7(d) hereof), then and in each such case, 
immediately after the close of business on such date, the Conversion Rate shall be 
increased so that the same shall equal the price determined by multiplying the 
Conversion Rate in effect immediately prior to the close of business on such 
Record Date by a fraction:  

  



(i)  The numerator of which shall be equal to the Current Market Price on 
such Record Date, and  

 (ii) the denominator of which shall be equal to the Current Market Price on 
the Record Date less an amount equal to the quotient of (x) the aggregate 
amount of the cash distributed and (y) the number of shares of Common 
Stock outstanding on the Record Date.  

  
In the event that such dividend or distribution is not so paid or made, the 
Conversion Rate shall again be adjusted to be the Conversion Rate which would 
then be in effect if such dividend or distribution had not been declared.  

  
(f)  In case the Company or any of its Subsidiaries pays holders of the Common Stock 

in respect of a tender offer or exchange offer, other than an odd-lot offer, by the 
Company or any of its Subsidiaries for shares of Common Stock to the extent that 
the cash and fair market value of any other consideration included in the payment 
per share of Common Stock exceeds the Sale Price per share of Common Stock 
on the Trading Day next succeeding the last date on which tenders or exchanges 
may be made pursuant to such tender offer or exchange offer (the “Expiration 
Time”), then, and in each such case, the Conversion Rate shall be adjusted so that 
the same shall equal the price determined by multiplying the Conversion Rate in 
effect immediately prior to close of business on the date of the Expiration Time 
by a fraction:  

  
(1)  the numerator of which shall be the sum of (x) the fair market value 

(determined as aforesaid) of the aggregate consideration payable to 
stockholders based on the acceptance (up to any maximum specified in the 
terms of the tender offer or exchange offer) of all shares validly tendered 
or exchanged and not withdrawn as of the Expiration Time (the shares 
deemed so accepted, up to any such maximum, being referred to as the 
“Purchased Shares”) and (y) the product of the number of shares of 
Common Stock outstanding (less any Purchased Shares) at the Expiration 
Time and the Sale Price of the Common Stock on the Trading Day next 
succeeding the Expiration Time, and  

  
(2)  the denominator of which shall be the number of shares of Common Stock 

outstanding (including any tendered or exchanged shares) at the 
Expiration Time multiplied by the Sale Price of the Common Stock on the 
Trading Day next succeeding the Expiration Time.  

  
Such increase (if any) shall become effective immediately prior to the opening of 
business on the day following the Expiration Time. In the event that the Company 
is obligated to purchase shares pursuant to any such tender offer or exchange 
offer, but the Company is permanently prevented by applicable law from effecting 
any such purchases or all such purchases are rescinded, the Conversion Rate shall 
again be adjusted to be the Conversion Rate which would then be in effect if such 
tender offer or exchange offer had not been made. If the application of this 



paragraph 7(f) to any tender offer or exchange offer would result in an increase in 
the Conversion Rate, no adjustment shall be made for such tender offer or 
exchange offer under this paragraph 7(f).  
 

 (g)  For purposes of this paragraph 7, the following terms shall have the 
meanings indicated:  

  
“Current Market Price” shall mean the average of the daily Sale Prices per share 
of Common Stock for the 5 (Five) consecutive Trading Days ending not later than 
the earlier of the date immediately prior to the date in question and the day before 
the “ex” date with respect to the issuance, distribution, subdivision or 
combination requiring such computation. If another issuance, distribution, 
subdivision or combination to which paragraph 7 applies occurs during the period 
applicable for calculating “Current Market Price” pursuant to the preceding 
definition, then “Current Market Price” shall be appropriately adjusted to reflect 
the impact of such issuance, distribution, subdivision or combination on the Sale 
Price of the Common Stock during such period. For purposes of this paragraph, 
the term “ex” date, when used:  

  
(A)  With respect to any issuance or distribution, means the first date on 

which the Common Stock trades regular way on the relevant 
exchange or in the relevant market from which the Sale Price was 
obtained without the right to receive such issuance or distribution;  

  
(B)  with respect to any subdivision or combination of shares of 

Common Stock, means the first date on which the Common Stock 
trades regular way on such exchange or in such market after the 
time at which such subdivision or combination becomes effective, 
and  

  
(C)  with respect to any tender or exchange offer, means the first date 

on which the Common Stock trades regular way on such exchange 
or in such market after the Expiration Time of such offer.  

  
Notwithstanding the foregoing, whenever successive adjustments to the 
Conversion Rate are called for pursuant to this paragraph 7, such adjustments 
shall be made to the Current Market Price as may be necessary or appropriate to 
effectuate the intent of this paragraph 7 and to avoid unjust or inequitable results 
as determined in good faith by the Board of Directors.  

  
(2)  “Fair market value” shall mean the amount which a willing buyer would 

pay a willing seller in an arm’s length transaction.  
  
 
 
 



(3)  “Record Date” shall mean for purposes of this paragraph 7, with respect to 
any dividend, distribution or other transaction or event in which the 
holders of Common Stock have the right to receive any cash, securities or 
other property or in which the Common Stock (or other applicable 
security) is exchanged for or converted into any combination of cash, 
securities or other property, the date fixed for determination of 
stockholders entitled to receive such cash, securities or other property 
(whether such date is fixed by the Board of Directors or by statute, 
contract or otherwise).  

  
(h)  The Company may make such increases in the Conversion Rate, in addition to 

those required by paragraph 7(a), (b), (c), (d), (e) or (f), as the Board of Directors 
considers to be advisable to avoid or diminish any income tax to holders of 
Common Stock or rights to purchase Common Stock resulting from any dividend 
or distribution of stock (or rights to acquire stock) or from any event treated as 
such for income tax purposes.  

  
To the extent permitted by applicable law, the Company from time to time may increase 
the Conversion Rate by any amount for any period of time if the period is at least 20 
(Twenty) days and the increase is irrevocable during the period and the Board of 
Directors determines in good faith that such increase would be in the best interests of the 
Company, which determination shall be conclusive and set forth in a Board Resolution. 
Whenever the Conversion Rate is increased pursuant to the preceding sentence, the 
Company shall mail to the Agent and each Holder at the address of such Holder as it 
appears in the Register a notice of the increase at least 15 (Fifteen) days prior to the date 
the increased Conversion Rate takes effect, and such notice shall state the increased 
Conversion Rate and the period during which it will be in effect.  

  
(i)  No adjustment in the Conversion Rate shall be required unless such adjustment 

would require an increase or decrease of at least 1% (One percent) in the 
Conversion Price then in effect; provided, however, that any adjustments which 
by reason of this paragraph 7(i) are not required to be made shall be carried 
forward and taken into account in any subsequent adjustment. In the event that, on 
the date that is five Business Days prior to the maturity of the Notes (whether at 
Stated Maturity or otherwise), an adjustment has been carried forward pursuant to 
the preceding sentence but has not yet been taken into account in an adjustment to 
the Conversion Rate and notwithstanding the first sentence of this paragraph (i), 
an adjustment to the Conversion Rate will be made on such date in accordance 
with the relevant paragraph of this paragraph 7. All calculations under this Article 
10 shall be made by the Company and shall be made to the nearest cent or to the 
nearest one hundredth of a share, as the case may be. No adjustment need be 
made for a change in the par value or no par value of the Common Stock. No 
adjustment in the Conversion Rate shall be required if the Holders participate in 
the transactions that would otherwise lead to an adjustment in the Conversion 
Rate pursuant to this paragraph 7.  

  



(j)  In any case in which this paragraph 7 provides that an adjustment shall become 
effective immediately after a Record Date for an event, the Company may defer 
until the occurrence of such event (i) issuing to the Holder of any Note converted 
after such Record Date and before the occurrence of such event the additional 
shares of Common Stock issuable upon such conversion by reason of the 
adjustment required by such event over and above the Common Stock issuable 
upon such conversion before giving effect to such adjustment and (ii) paying to 
such Holder any amount in cash in lieu of any fraction.  

  
(k)  For purposes of this paragraph 7, the number of shares of Common Stock at any 

time outstanding shall not include shares held in the treasury of the Company but 
shall include shares issuable in respect of scrip certificates issued in lieu of 
fractions of shares of Common Stock. The Company will not pay any dividend or 
make any distribution on shares of Common Stock held in the treasury of the 
Company.  

  
(l)  Whenever the Conversion Rate is adjusted as herein provided (other than in the 

case of an adjustment pursuant to the second paragraph of paragraph 7(h) for 
which the notice required by such paragraph has been provided), the Company 
shall promptly file with the Agent and any Conversion Agent other than the Agent 
an Officers’ Certificate setting forth the adjusted Conversion Rate and showing in 
reasonable detail the facts upon which such adjustment is based. Promptly after 
delivery of such Officers’ Certificate, the Company shall prepare a notice stating 
that the Conversion Rate has been adjusted and setting forth the adjusted 
Conversion Rate and the date on which each adjustment becomes effective, and 
shall mail, or cause the Agent to mail, at the Company’s expense, such notice to 
each Holder at the address of such Holder as it appears in the Register within 20 
(twenty) days of the effective date of such adjustment. Failure to deliver such 
notice shall not affect the legality or validity of any such adjustment.  

   
8. Denominations; Assignment; Transfer; Exchange.  
  

The Notes are in fully registered form, without coupons, in denominations of US$1,000 
of principal amount and whole multiples of US$1,000. The Registrar may require a 
Holder, in order to assign, transfer or exchange Notes, among other things, to furnish 
appropriate endorsements and assignment or transfer documents (in the form of Exhibit B 
or Exhibit C attached hereto, as applicable) and to pay any taxes and fees required by 
law. The Registrar need not transfer or exchange any Notes selected for redemption 
(except, in the case of a Note to be redeemed in part, the portion of the Note not to be 
redeemed) or any Notes for a period of 15 (Fifteen) days before the mailing of a notice of 
redemption of Notes to be redeemed.  

  
9. Persons Deemed Owners.  
  

The registered Holder of this Note shall be treated as the owner of this Note for all 
purposes.  



 10. Unclaimed Money or Notes.  
  
  The Agent and the Paying Agent shall return to the Company upon written request any 

money, Notes or shares of Common Stock held by them for the payment of any amount 
with respect to the Notes that remains unclaimed for two years, subject to applicable 
unclaimed property law. After such return to the Company, Holders entitled to the money 
or Notes must look to the Company for payment as general creditors unless an applicable 
abandoned property law designates another person.  

  
11. Amendment; Waiver.  
  

Except as set forth below, (i) this Note may be amended with the written consent of the 
Holders of not less than a majority in aggregate principal amount of the Notes at the time 
outstanding and (ii) certain Defaults may be waived with the written consent of the 
Holders of not less than a majority in aggregate principal amount of the Notes at the time 
outstanding. Without the consent of any Holder, the Company and the Agent may amend 
the Notes to, among other things, cure any ambiguity, omission, defect or inconsistency, 
to provide for uncertificated Notes in addition to or in place of certificated Notes or to 
make any change that does not adversely affect the rights of any Holder. The foregoing 
notwithstanding, without the consent of the Holder of this Note, no amendment may be 
made reducing the principal or the Interest Rate of this Note or extending the Stated 
Maturity of this Note. 

  
12. Defaults and Remedies.  
  

Events of Default include (1) the Company fails to pay when due the principal of any of 
the Notes at Stated Maturity, upon redemption or otherwise; (2) the Company fails to pay 
an installment of interest on any of the Notes that continues for 30 (Thirty) days after the 
date when due; (3) the Company fails to deliver shares of Common Stock, together with 
cash in lieu of fractional shares, when such Common Stock or cash in lieu of fractional 
shares is required to be delivered upon conversion of a Note and such failure continues 
for 10 days after written notice of default is given to the Company by the Agent or to the 
Company and the Agent by the Holder of such Note; (4) the Company fails to perform or 
observe any other term, covenant or agreement contained in the Notes for a period of 60 
(Sixty) days after written notice of such failure, requiring the Company to remedy the 
same, shall have been given to the Company by the Agent or to the Company and the 
Agent by the Holders of at least 50% (Fifty percent) in aggregate principal amount of the 
Notes then outstanding (a “Notice of Default”); (5) in the event of bankruptcy, insolvency 
or reorganization with respect to the Company or any Significant Subsidiary and (6) the 
Company’s filing of, or any Significant Subsidiaries’ filing of, a voluntary petition 
seeking liquidation, reorganization arrangement, readjustment of debts or for any other 
relief under the federal bankruptcy code.  If an Event of Default (other than an Event of 
Default specified in clause (5) or (6) of this paragraph 12) occurs and is continuing, the 
Agent, or the Holders of at least 50% (Fifty percent) in aggregate principal amount of the 
Notes at the time outstanding, may declare all the Notes to be due and payable 
immediately. An Event of Default under clause (5) or (6) of this paragraph 12 will result 



in the Notes becoming due and payable immediately upon the occurrence of such Events 
of Default.  

  
Holders may not enforce this Note, except with the approval of Holders of a majority in 
aggregate principle amount of the Notes. The Agent may refuse to enforce the Notes 
unless it receives reasonable indemnity or security.  

  
13. Subordination.  
  

The payment of principal of and interest on the Notes will be subordinated in right of 
payment to the prior payment in full in cash or cash equivalents (or otherwise to the 
extent Holders accept satisfaction of amounts due by settlement in other than cash or cash 
equivalents) of all Senior Indebtedness whether outstanding on the date of this Note or 
thereafter incurred.  

  
14. Agent Dealings with the Company.  
  

The Agent, in its individual or any other capacity, may become the owner or pledgee of 
Notes and may otherwise deal with and collect obligations owed to it by the Company or 
its Affiliates and may otherwise deal with the Company or its Affiliates with the same 
rights it would have if it were not Agent.  

 
   
15. No Recourse Against Others.  
  

A director, officer, employee or stockholder, as such, of the Company shall not have any 
liability for any obligations of the Company under the Notes or for any claim based on, in 
respect of or by reason of such obligations or their creation. By accepting a Note, each 
Holder waives and releases all such liability. The waiver and release are part of the 
consideration for the issue of the Notes.  

   
16. Abbreviations.  
  

Customary abbreviations may be used in the name of a Holder or an assignee, such as 
TEN COM (=tenants in common), TEN ENT (=tenants by the entireties), JT TEN (=joint 
tenants with right of survivorship and not as tenants in common), CUST (=custodian), 
and U/G/M/A (=Uniform Gift to Minors Act).  

  
17. GOVERNING LAW.  
  

THIS NOTE WILL BE GOVERNED BY, AND CONSTRUED IN ACCORDANCE 
WITH THE LAWS OF THE STATE OF NEVADA.  

  
 

  



Exhibit A 
 

CONVERSION NOTICE 
  
To convert this Note into Common Stock of the Company, check the box:  
  
To convert only part of this Note, state the principal amount to be converted (which must be 
US$1,000 or an integral multiple of US$1,000):  
  
US$                                               
  
If you want the stock certificate made out in another person’s name, fill in the form below:  
  
 
 
  

 
  

 
(Insert other person’s social sec. or tax ID no.) 

 
  

 
  

 
  

 
  

 
  

(Print or type other person’s name, address and zip code)  
  
� If you want the stock certificate made out in another person’s name, you are required to

complete and deliver to the Conversion Agent a duly completed Transfer Certificate which is
in the form of Exhibit B to this Note.  

 



EXHIBIT B 
 

ASSIGNMENT FORM 
  

For value received                                          hereby sell(s), assign(s), and transfer(s) 
unto                                               (Please insert social security or other Taxpayer Identification 
Number of assignee) the within Note, and hereby irrevocably constitutes and 
appoints                                               attorney to transfer the said Note on the books of the 
Company, with full power of substitution in the premises.  
  

In connection with the transfer of this Note, the undersigned registered owner of this Note 
hereby certifies with respect to US$                                              principal amount of this Note 
presented or surrendered on the date hereof (the “Surrendered Note”) for registration of transfer, 
or for exchange where the Notes issuable upon such transfer or exchange are to be registered in a 
name other than that of the undersigned registered owner (each such transaction being a 
“transfer”), that such transfer complies with the restrictive legend set forth on the face of the 
Surrendered Note for the reason checked below:  
  
  � A transfer of the Surrendered Note is made to the Company; or  
  

  
� The transfer of the Surrendered Note complies with Rule 144A under the U.S. Securities

Act of 1933, as amended (the “Securities Act”); or  
  

  
� The transfer of the Surrendered Note complies with Rule 501(a)(1), (2), (3) or (7) of Rule

501 under the Securities Act; or  
  

  
� The transfer of the Surrendered Note is pursuant to an effective registration statement

under the Securities Act, or  
  

  
� The transfer of the Surrendered Note is pursuant to another available exemption from the

registration requirement of the Securities Act,  
  

and unless the box below is checked, the undersigned confirms that, to the undersigned’s 
knowledge, the Surrendered Note is not being transferred to an “affiliate” of the Company 
as defined in Rule 144 under the Securities Act (an “Affiliate”).  

  
  � The transferee is an Affiliate of the Company.  
  
      
Dated:           
       
             
             
         
  

  
  

     
Signature(s) 
  



Signature(s) must be guaranteed by an 
“eligible guarantor institution” meeting 
the requirements of the Registrar, which 
requirements include membership or 
participation in the Security Transfer 
Agent Medallion Program (“STAMP”) or 
such other “signature guarantee program” 
as may be determined by the Notes 
registrar in addition to, or in substitution 
for, STAMP, all in accordance with the 
Securities Exchange Act of 1934, as 
amended. 

  
  



Exhibit C 
 

Transfer Certificate 
  

In connection with any transfer (or exchange or conversion as provided below) of any of the 
Notes, the undersigned registered owner of this Note hereby certifies with respect to 
US$                             principal amount of the above-captioned Notes presented or surrendered 
on the date hereof (the “Surrendered Notes”) for registration of transfer, or for exchange or 
conversion where the Notes or Common Stock issuable upon such exchange or conversion, as 
the case may be, are to be registered in a name other than that of the undersigned registered 
owner (each such transaction being a “transfer”), that such transfer complies with the restrictive 
legend set forth on the face of the Surrendered Notes for the reason checked below:  
  
  � A transfer of the Surrendered Notes is made to the Company or any Subsidiaries; or  
  

  
� The transfer of the Surrendered Notes complies with Rule 144A under the U.S. Securities

Act of 1933, as amended (the “Securities Act”); or  
  

  
� The transfer of the Surrendered Note complies with Rule 501(a)(1), (2), (3) or (7) of Rule 

501 under the Securities Act; or  
  

  
� The transfer of the Surrendered Notes is pursuant to an effective registration statement

under the Securities Act, or  
  

  
� The transfer of the Surrendered Notes is pursuant to another available exemption from

the registration requirement of the Securities Act,  
  

and unless the box below is checked, the undersigned confirms that, to the undersigned’s 
knowledge, such Notes are not being transferred to an “affiliate” of the Company as defined 
in Rule 144 under the Securities Act (an “Affiliate”).  

  
  � The transferee is an Affiliate of the Company.  
  
DATE:                                                                
  

 
  
 
  

Signature(s) 
  
(If the registered owner is a corporation, partnership or fiduciary, the title of the Person signing 
on behalf of such registered owner must be stated.)  
  
  



Exhibit D 
 

Definitions 
  

“Affiliate” of any specified person means any other person directly or indirectly 
controlling or controlled by or under direct or indirect common control with such 
specified person. For purposes of this definition, “control” when used with respect to any 
specified person means the power to direct or cause the direction of the management and 
policies of such person, directly or indirectly, whether through the ownership of voting 
securities, by contract or otherwise; and the terms “controlling” and “controlled” have 
meanings correlative to the foregoing.  

 
“Agent” means the Company until a successor replaces it as agent with respect to the 
Notes and, thereafter, shall mean such successor. The foregoing sentence shall likewise 
apply to any subsequent such successor or successors.  

  
“Board of Directors” means either the board of directors of the Company or any duly 
authorized committee of such board.  

  
“Board Resolution” means a resolution duly adopted by the Board of Directors, a copy of 
which, certified by the Secretary or an Assistant Secretary of the Company to be in full 
force and effect on the date of such certification, shall have been delivered to the Agent.  

  
“Business Day” means each day of the year other than a Saturday or a Sunday on which 
banking institutions are not required or authorized to close in The City of New York.  

  
“Capital Stock” of any corporation means any and all shares, interests, rights to purchase, 
warrants, options, participations or other equivalents of or interests in (however 
designated) stock or other equity issued by that corporation.  

  
“Common Stock” means the Common Stock, par value US$0.00001 per share, of the 
Company as it exists on the date of this Note. Shares issuable on conversion of Notes 
shall include only shares of Common Stock or shares of any class or classes of common 
stock resulting from any reclassification or reclassifications thereof; provided, however, 
that if at any time there shall be more than one such of each such class then so issuable 
shall be substantially in the proportion which the total number of shares of such class 
resulting from all such reclassifications bears to the total number of shares of all such 
classes resulting from all such reclassifications.  

  
“Common stock” means any stock of any class of Capital Stock which has no preference 
in respect of dividends or of amounts payable in the event of any voluntary or involuntary 
liquidation, dissolution or winding up of the issuer.  

  
 
 



“Company” means the party named as the “Company” in the first paragraph of this Note 
until a successor replaces it pursuant to the applicable provisions of this Note, and, 
thereafter, “Company” shall mean such successor. The foregoing sentence shall likewise 
apply to any subsequent such successor or successors.  

   
“Conversion Agent” means any person authorized by the Company to convert Notes in 
accordance with Article 10 hereof. On the date of this Note, the Company hereby 
appoints the Agent as the Conversion Agent.  

  
“Conversion Price” means US$1,000 divided by the applicable Conversion Rate.  

  
“Conversion Value” for the Notes is equal to the product of (i) the Sale Price per share of 
the Common Stock on a given day and (ii) the then current Conversion Rate.   

   
“Default” means any event which is, or after notice or passage of time or both would be, 
an Event of Default.  

   
“Dollar” or “U.S.$” means a dollar or other equivalent unit in such coin or currency of 
the United States as at the time shall be legal tender for the payment of public and private 
debts.  

  
“GAAP” means United States generally accepted accounting principles as in effect from 
time to time.  

  
“Holder” means a person in whose name a Note is registered on the Registrar’s books.  

  
“Indebtedness” means, with respect to any person, without duplication:  

  
(1)  all obligations and other liabilities, contingent or otherwise, of such person 

for borrowed money (including overdrafts) to the extent such obligations 
and other liabilities would appear as a liability upon the consolidated 
balance sheet of such a person in accordance with GAAP or for the 
deferred purchase price of property or services, excluding any trade 
payables and other accrued current liabilities incurred in the ordinary 
course of business, but including, without limitation, all obligations, 
contingent or otherwise, of such person in connection with any letters of 
credit and acceptances issued under letter of credit facilities, acceptance 
facilities or other similar facilities;  

  
(2)  all obligations of such person evidenced by bonds, credit or loan 

agreements, notes, debentures or other similar instruments to the extent 
such obligations would appear as a liability upon the consolidated balance 
sheet of such a person in accordance with GAAP;  

  
 



(3)  indebtedness of such person created or arising under any conditional sale 
or other title retention agreement with respect to property acquired by such 
person (even if the rights and remedies of the seller or lender under such 
agreement in the event of default are limited to repossession or sale of 
such property), but excluding trade payables arising in the ordinary course 
of business;  

 
 (4)  All obligations and liabilities, contingent or otherwise, in respect of leases 

of the person required, in conformity with GAAP, to be accounted for as 
capitalized lease obligations on the consolidated balance sheet of the 
person;  

  
(5)  all net obligations of such person under or in respect of interest rate 

agreements, currency agreements or other swap, cap floor or collar 
agreements, hedge agreements, forward contracts or similar instruments or 
agreements or foreign currency, hedge, exchange or purchase or similar 
instruments or agreements;  

  
(6)  all indebtedness referred to in (but not excluded from) the preceding 

clauses (1) through (5) of other persons, the payment of which is secured 
by (or for which the holder of such indebtedness has an existing right, 
contingent or otherwise, to be secured by) any Lien on or with respect to 
property (including, without limitation, accounts and contract rights) 
owned by the referent person, even though such person has not assumed or 
become liable for the payment of such indebtedness (the amount of such 
obligation being deemed to be the lesser of the value of such property or 
asset or the amount of the obligation so secured);  

  
(7)  All guarantees by such person of indebtedness referred to in this definition 

or of any other person;  
  

(8)  All Redeemable Capital Stock of such person valued at the greater of its 
voluntary or involuntary maximum fixed purchase price plus accrued and 
unpaid dividends;  

  
(9)  the present value of the obligation of such person as lessee for net rental 

payments (excluding all amounts required to be paid on account of 
maintenance and repairs, insurance, taxes, assessments, water, utilities and 
similar charges to the extent included in such rental payments) during the 
remaining term of the lease included in any such sale and leaseback 
transaction including any period for which such lease has been extended 
or may, at the option of the lessor, be extended. Such present value shall 
be calculated using a discount rate equal to the rate of interest implicit in 
such transaction, determined in accordance with GAAP; and  

  



(10)  any and all refinancings, replacements, deferrals, renewals, extensions and 
refundings of or amendments, modifications or supplements to, any 
indebtedness, obligation or liability of the kind described in clauses (1) 
through (9) above.  

  
“Interest Payment Date” means the date specified in the Notes as the fixed date on which 
an installment of interest on the Notes is due and payable.  

  
“Interest Rate” means 10% (Ten percent) per annum.  

  
“Issue Date” of any Note means the date on which the Note was originally issued or 
deemed issued as set forth on the face of the Note.  

  
“Lien” means, with respect to any asset, any mortgage, lien, pledge, charge, security 
interest or encumbrance of any kind in respect of such asset given to secure Indebtedness, 
whether or not filed, recorded or otherwise perfected under applicable law (including any 
conditional sale or other title retention agreement, any lease in the nature thereof, any 
option or other agreement to sell or give a security interest in and any filing of or 
agreement to give any financing statement under the Uniform Commercial Code (or 
equivalent statutes) of any jurisdiction with respect to any such lien, pledge, charge or 
security interest).  

  
“Notes” mean the Company’s convertible Notes due May 3, 2011.  

  
“Officer” means the Chairman of the Board, the Vice Chairman, the Chief Executive 
Officer, the President, any Executive Vice President, any Senior Vice President, any Vice 
President, the Treasurer or the Secretary or any Assistant Treasurer or Assistant Secretary 
of the Company. 

 
“Officers’ Certificate” means a written certificate signed in the name of the Company by 
any one Officer, and delivered to the Agent 

 
“person” or “Person” means any individual, corporation, limited liability company, 
partnership, joint venture, association, joint-stock company, trust, unincorporated 
organization, or government or any agency or political subdivision thereof, including any 
subdivision or ongoing business of any such entity or substantially all of the assets of any 
such entity, subdivision or business.  

  
  “Principal” of a Note means the principal amount due on the Stated Maturity as set forth 

on the face of the Note.  
  
 
 
 
 



“Redeemable Capital Stock” means any class of the Company’s Capital Stock that, either 
by its terms, by the terms of any securities into which it is convertible or exchangeable or 
by contract or otherwise, is, or upon the happening of an event or passage of time would 
be, required to be redeemed (whether by sinking fund or otherwise) prior to the date that 
is 91 days after the Stated Maturity of the Notes or is redeemable at the option of the 
holder thereof at any time prior to such date.  Securities at any time prior to such date 
(unless it is convertible or exchangeable solely at the Company’s option).  

  
“Redemption Date” or “redemption date” means the date specified for redemption of the 
Notes in accordance with the terms of this Note.  

  
“Redemption Price” or “redemption price” shall have the meaning set forth in paragraph 
5 of this Note.  

  
“Regular Record Date” means, with respect to the interest payable on any Interest 
Payment Date, the close of business on the March 15 or September 15 (whether or not a 
Business Day), as the case may be, next preceding such Interest Payment Date.  

   
“Rule 144” means Rule 144 under the Securities Act (or any successor provision), as it 
may be amended from time to time.  

  
“Rule 144A” means Rule 144A under the Securities Act (or any successor provision), as 
it may be amended from time to time.  

  
“Sale Price” as of any date means the closing per share sale price (or if no closing sale 
price is reported, the average bid price and ask prices or, if more than one in either case, 
the average of the average bid and average ask prices) on such date on the Nasdaq 
National Market or such other principal United States securities exchange on which the 
Common Stock is traded or, if the Common Stock is not listed on a United States national 
or regional securities exchange, as reported by the National Association of Securities 
Dealers Automated Quotation System or by the National Quotation Bureau Incorporated. 
In the absence of a quotation, the Company will determine the sale price on the basis of 
such quotations as the Company considers appropriate.  

  
“SEC” means the Securities and Exchange Commission.  

  
“Securities Act” means the United States Securities Act of 1933 (or any successor 
statute), as amended from time to time.  

  
“Senior Indebtedness” means any Indebtedness of the Company, unless by the terms of 
the instrument creating or evidencing such Indebtedness, such Indebtedness is expressly 
designated equal or junior in right of payment to the Notes.  

  
Notwithstanding the foregoing, “Senior Indebtedness” shall not include:  

  
(a)  Indebtedness evidenced by the Notes;  



 (b) Indebtedness of the Company that by operation of law is subordinate to any 
general unsecured obligations of the Company;  

  
(c)  any liability for federal, state or local taxes or other taxes, owed by the Company.  

  
(d)  accounts payable or other liabilities owed or owing by the Company to trade 

creditors (including guarantees thereof or instruments evidencing such liabilities);  
  

(e)  amounts owed by the Company for compensation to employees or for services 
rendered to the Company;  

  
(f)  Indebtedness of the Company to any Subsidiary or any other Affiliate of the 

Company or any of such Affiliate’s Subsidiaries;  
  

(g)  Capital Stock of the Company, including Redeemable Capital Stock; and  
  

(h)  Indebtedness of the Company which, when incurred and without regard to any 
election under Section 1111(b) of Title 11 of the United States Code, is without 
recourse to the Company.  

  
“Significant Subsidiary” means any Subsidiary that would be, as of the date of the 
applicable action set forth in this Note, a “significant subsidiary” of the Company within 
the meaning of Rule 1-02(w) of Regulation S-X promulgated by the SEC.  

  
“Stated Maturity”, when used with respect to any Note, means the date specified in such 
Note as the fixed date on which the principal of such Note is due and payable.  

  
“Subsidiary” means, with respect to any Person, (i) a corporation, a majority of whose 
Capital Stock with voting power, under ordinary circumstances, to elect directors is, at 
the date of determination, directly or indirectly owned by such Person, by one or more 
Subsidiaries of such Person or by such Person and one or more Subsidiaries of such 
Person, (ii) a partnership in which such Person or a Subsidiary of such Person holds a 
majority interest in the equity capital or profits of such partnership, or (iii) any other 
entity (other than a corporation) in which such Person, a Subsidiary of such Person or 
such Person and one or more Subsidiaries of such Person, directly or indirectly, at the 
date of determination, has (x) at least a majority ownership interest or (y) the power to 
elect or direct the election of a majority of the directors or other governing body of such 
entity.  

  
  “Trading Day” means a day during which trading in securities generally occurs on the 

Nasdaq National Market or, if the Common Stock is not listed on a national or regional 
securities exchange, on the National Association of Securities Dealers Automated 
Quotation System, or, if the Common Stock is not quoted on the National Association of 
Securities Dealers Automated Quotation System, on the principal other market on which 
the Common Stock is then traded.  

  



  “United States” means the United States of America (including the States and the District 
of Columbia), its territories, its possessions and other areas subject to its jurisdiction (its 
“possessions” including Puerto Rico, the U.S. Virgin Islands, Guam, American Samoa, 
Wake Island and the Northern Mariana Islands).   

 
 
 
 
 
 
 
 
 
 
 



Convertible Note 
 

THE SECURITY EVIDENCED HEREBY HAS NOT BEEN REGISTERED UNDER 
THE U.S. SECURITIES ACT OF 1933, AS AMENDED (THE “SECURITIES ACT”). THE 
HOLDER HEREOF, BY PURCHASING THIS NOTE, AGREES FOR THE BENEFIT OF 
GNCC CAPITAL, INC. (THE “COMPANY”) THAT THIS NOTE MAY NOT BE RESOLD, 
PLEDGED OR OTHERWISE, OTHER THAN (1) TO THE COMPANY, (2) SO LONG AS 
THIS NOTE IS ELIGIBLE FOR RESALE PURSUANT TO RULE 144A UNDER THE 
SECURITIES ACT (“RULE 144A”), TO A PERSON WHOM THE SELLER REASONABLY 
BELIEVES IS A QUALIFIED INSTITUTIONAL BUYER WITHIN THE MEANING OF 
RULE 144A, PURCHASING FOR ITS OWN ACCOUNT OR FOR THE ACCOUNT OF A 
QUALIFIED INSTITUTIONAL BUYER TO WHOM NOTICE IS GIVEN THAT THE 
RESALE, PLEDGE OR OTHER TRANSFER IS BEING MADE IN RELIANCE ON RULE 
144A, (3) TO AN INSTITUTIONAL ACCREDITED INVESTOR” AS DEFINED IN RULE 
501 (A)(1), (2), (3) OR (7) OF RULE 501 UNDER THE SECURITIES ACT 
(“INSTITUTIONAL ACCREDITED INVESTOR”) THAT IS ACQUIRING THIS NOTE FOR 
INVESTMENT PURPOSES AND NOT FOR DISTRIBUTION, AND THAT, PRIOR TO 
SUCH TRANSFER, DELIVERS TO THE COMPANY AND THE AGENT A SIGNED 
LETTER CONTAINING CERTAIN REPRESENTATIONS AND AGREEMENTS RELATING 
TO THE RESTRICTIONS ON TRANSFER OF THE NOTE EVIDENCED HEREBY (THE 
FORM OF WHICH LETTER MAY BE OBTAINED FROM THE AGENT), (4) PURSUANT 
TO RULE 144 UNDER THE SECURITIES ACT, (5) PURSUANT TO ANOTHER 
AVAILABLE EXEMPTION FROM REGISTRATION UNDER THE SECURITIES ACT OR 
(6) PURSUANT TO AN EFFECTIVE REGISTRATION STATEMENT UNDER THE 
SECURITIES ACT, IN EACH CASE IN ACCORDANCE WITH ANY APPLICABLE 
SECURITIES LAWS OF ANY STATE OF THE UNITED STATES PRIOR TO A TRANSFER 
OF THIS NOTE (OTHER THAN A TRANSFER PURSUANT TO CLAUSE (6) ABOVE), 
THE HOLDER OF THIS NOTE MUST, PRIOR TO SUCH TRANSFER, FURNISH TO THE 
COMPANY AND THE TRANSFER AGENT SUCH CERTIFICATES AND OTHER 
INFORMATION AND LEGAL OPINIONS AS THEY MAY REASONABLY REQUIRE. THE 
HOLDER HEREOF, BY PURCHASING THIS NOTE, REPRESENTS AND AGREES FOR 
THE BENEFIT OF THE COMPANY THAT IT IS AN ACCREDITED INVESTOR OR A 
QUALIFIED INSTITUTIONAL BUYER AND THAT IT IS HOLDING THIS NOTE FOR 
INVESTMENT PURPOSES AND NOT FOR DISTRIBUTION. IN ANY CASE THE 
HOLDER HEREOF WILL NOT, DIRECTLY OR INDIRECTLY, ENGAGE IN ANY 
HEDGING TRANSACTION WITH REGARD TO THIS NOTE OR ANY COMMON STOCK 
ISSUABLE UPON CONVERSION OF THIS NOTE EXCEPT AS PERMITTED BY THE 
SECURITIES ACT. 
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Capitalized terms used herein but not defined shall have the meanings assigned to them in 
Exhibit D attached hereto and incorporated by reference herein unless otherwise indicated.  
  
1. Cash Interest.  
  
  The Company promises to pay interest at the Interest Rate in cash on the principal 

amount of this Note. The Company will pay cash interest semiannually in arrears on June 
30 and December 31 of each year (each an “Interest Payment Date”), beginning on 
December 31, 2013, to Holders of record at the close of business on the preceding June 
15 and December 15 (whether or not a business day) (each a “Regular Record Date”), as 
the case may be, immediately preceding such Interest Payment Date. Cash interest on the 
Notes will accrue from the most recent date to which interest has been paid or duly 
provided or, if no interest has been paid, from the Issue Date. Cash interest will be 
computed on the basis of a 360-day year of twelve 30-day months. The Company shall 
pay cash interest on overdue principal at the rate borne by the Notes, and it shall pay 
interest in cash on overdue installments of cash interest at the same rate to the extent 
lawful. All such overdue cash interest shall be payable on demand. Upon conversion, 
accrued and unpaid interest shall be deemed paid in full rather than cancelled, 
extinguished or forfeited.  

  
2. Method of Payment.  
  

The Company will make payments in respect of the principal of, and cash interest on this 
Note and in respect of Redemption Prices, if any, to Holders who surrender Notes to a 
Paying Agent to collect such payments in respect of the Notes. The Company will pay 
cash amounts in money of the United States that at the time of payment is legal tender for 
payment of public and private debts. However, the Company may make such cash 
payments by check or wire transfer payable in such money. Any payment required to be 
made on any day that is not a Business Day will be made on the next succeeding 
Business Day.  

  
3. Paying Agent, Conversion Agent and Registrar.  
  

Initially, the Agent will act as Paying Agent, Conversion Agent and Registrar. The 
Company may appoint and change any Paying Agent, Conversion Agent, Registrar or co-
registrar without notice, other than notice to the Agent, which shall initially be an office 
or agency of the Agent. The Company or any of its Subsidiaries or any of their Affiliates 
may act as Paying Agent, Conversion Agent, Registrar or co-registrar.  

  
4. The Notes  
  

The Notes are general unsecured subordinated obligations of the Company limited to 
US$2,000,000 (Two million dollars) aggregate principal amount plus any additional 
accrued interest on these Notes. The Company may incur other Indebtedness, secured or 
unsecured.  

  



5. Optional Redemption.  
  

This Note is not redeemable prior to June 17, 2016. On and after June 17, 2016, the 
Company may at its option, redeem the Notes in whole or in part at any time or in part 
from time to time, in cash. If the Company redeems the Notes at its option, the Notes will 
be redeemed at a redemption price equal to 100% (One hundred percent) of the principal 
amount (the “Redemption Price”), plus accrued and unpaid interest, if any, to (but not 
including) the Redemption Date. If a Redemption Date is after a Regular Record Date but 
on or prior to the corresponding Interest Payment Date, the accrued and unpaid interest 
becoming due on such date shall be payable to the Holders of such Notes, or one or more 
predecessor Notes, registered as such on the relevant Regular Record Date according to 
their terms, and the Redemption Price shall not include such interest payment. If fewer 
than all the Notes are to be redeemed, the Agent shall select the particular Notes to be 
redeemed from the outstanding Notes by lot or shall redeem each note proportionally.  

  
On and after the Redemption Date, interest ceases to accrue on Notes or portions of Notes 
called for redemption, unless the Company defaults in the payment of the Redemption 
Price and accrued and unpaid interest.  

  
30 (Thirty) days prior notice of redemption will be given by the Company to the Holders 
at their registered address of record.  

  
No sinking fund is provided for the Notes.  

   
 6. Conversion.  
  

Except as set forth in the next sentence, a Holder of a Note may convert such Note (or 
any portion thereof equal to US$1,000 or any integral multiple of US$1,000 in excess 
thereof) into Common Stock at any time at the Conversion Rate then in effect. If such 
Note is called for redemption, such conversion right shall terminate at the close of 
business on the second Business Day prior to the Redemption Date for such Note (unless 
the Company shall default in making the redemption payment when due, in which case 
the conversion right shall terminate at the close of business on the date such default is 
cured and such Note is redeemed).  

  
The number of shares of Common Stock issuable upon conversion of a Note shall be 
determined by dividing the principal amount of the Note or portion thereof surrendered 
for conversion by US$1,000, and then multiplying the quotient by the Conversion Rate in 
effect on the Conversion Date. The “Conversion Rate” is based on the average trading 
price as reported for the 5 (Five) trading days preceding the date of conversion.   The 
Company shall pay cash adjustment in lieu of any fractional share of Common Stock.  

  
 
 
 
 



To convert a Certificated Note, a Holder must (1) complete and manually sign a 
conversion notice in the form of Exhibit A hereto (or complete and manually sign a 
facsimile of such notice) and deliver such notice to the Conversion Agent, (2) surrender 
the Note to the Conversion Agent, (3) furnish appropriate endorsements and transfer 
documents if required by the Conversion Agent, the Company or the Agent and (4) pay 
any transfer or similar tax, if required.  

 
7. Adjustment of Conversion Rate  
  

  The Conversion Rate shall be subject to adjustments, calculated by the Company, from 
time to time as follows:  

  
(a)  In case the Company shall hereafter pay a dividend or make a distribution to all 

holders of the outstanding Common Stock in shares of Common Stock, the 
Conversion Rate in effect at the opening of business on the date following the 
date fixed for the determination of stockholders entitled to receive such dividend 
or other distribution shall be increased by multiplying such Conversion Rate by a 
fraction:  

  
(1)  the numerator of which shall be the sum of the number of shares of 

Common Stock outstanding at the close of business on the Record Date 
fixed for such determination and the total number of shares constituting 
such dividend or other distribution, and  

  
(2)  The denominator of which shall be the sum of such number of shares.  

  
Such increase shall become effective immediately after the opening of business on the 
day following the Record Date. If any dividend or distribution of the type described in 
this paragraph 7(a) is declared but not so paid or made, the Conversion Rate shall again 
be adjusted to the Conversion Rate which would then be in effect if such dividend or 
distribution had not been declared.  

  
(b)  In case the outstanding shares of Common Stock shall be subdivided into a 

greater number of shares of Common Stock (commonly referred to as a “forward 
split”), the Conversion Rate in effect at the opening of business on the day 
following the day upon which such subdivision becomes effective shall be 
proportionately increased, and in case outstanding shares of Common Stock shall 
be combined into a smaller number of shares of Common Stock (commonly 
referred to as a “reverse split”), the Conversion Rate in effect at the opening of 
business on the day following the day upon which such combination becomes 
effective shall be reduced, in each such case, by multiplying such Conversion 
Rate by a fraction, the numerator of which shall be the number of shares of 
Common Stock outstanding immediately after giving effect to such subdivision or 
combination and the denominator of which shall be the number of shares of 
Common Stock outstanding immediately prior to such subdivision or 
combination. Such reduction or increase, as the case may be, to become effective 



immediately after the opening of business on the day following the day upon 
which such subdivision or combination becomes effective.  

 
(c) In case the Company shall issue rights or warrants to all holders of its outstanding 

shares of Common Stock entitling them (for a period of not more than 60 days) to 
subscribe for or purchase shares of Common Stock (or securities convertible into 
Common Stock) at a price per share (or having a Conversion Price per share) less 
than the Current Market Price on the Record Date fixed for the determination of 
stockholders entitled to receive such rights or warrants, the Conversion Rate shall 
be adjusted so that the same shall equal the price determined by multiplying the 
Conversion Rate in effect at the opening of business on the date after such Record 
Date by a fraction:  

  
(1)  the numerator of which shall be the number of shares of Common Stock 

outstanding on the close of business on the Record Date plus the total 
number of additional shares of Common Stock so offered for subscription 
or purchase (or into which the convertible securities so offered are 
convertible), and  

  
(2)  the denominator of which shall be the number of shares of Common Stock 

outstanding at the close of business on the Record Date plus the number of 
shares which the aggregate offering price of the total number of shares so 
offered for subscription or purchase (or the aggregate Conversion Price of 
the convertible securities so offered) would purchase at such Current 
Market Price.  

  
Such adjustment shall become effective immediately after the opening of business 
on the day following the Record Date fixed for determination of stockholders 
entitled to receive such rights or warrants. To the extent that shares of Common 
Stock (or securities convertible into Common Stock) are not delivered pursuant to 
such rights or warrants, upon the expiration or termination of such rights or 
warrants the Conversion Rate shall be readjusted to the Conversion Rate which 
would then be in effect had the adjustments made upon the issuance of such rights 
or warrants been made on the basis of the delivery of only the number of shares of 
Common Stock (or securities convertible into Common Stock) actually delivered. 
In the event that such rights or warrants are not so issued, the Conversion Rate 
shall again be adjusted to be the Conversion Rate which would then be in effect if 
such date fixed for the determination of stockholders entitled to receive such 
rights or warrants had not been fixed. In determining whether any rights or 
warrants entitle the holders to subscribe for or purchase shares of Common Stock 
at less than such Current Market Price, and in determining the aggregate offering 
price of such shares of Common Stock, there shall be taken into account any 
consideration received for such rights or warrants, the value of such consideration 
if other than cash, to be determined by the Board of Directors.  

  



(d)  In case the Company shall, by dividend or otherwise, distribute to all holders of 
its Common Stock shares of any class of capital stock of the Company (other than 
any dividends or distributions to which paragraph 7(a) applies) or evidences of its 
indebtedness or other assets, including securities, but excluding (1) any rights or 
warrants referred to in paragraph 7(c) and (3) dividends and distributions paid 
exclusively in cash referred to in paragraph 7(e) (the securities described in 
foregoing clauses (1)and (2) hereinafter in this paragraph 7(d) called the 
“excluded securities”), then, in each such case, subject to the second succeeding 
paragraph of this paragraph 7(d), the Conversion Rate shall be adjusted so that the 
same shall be equal to the price determined by multiplying the Conversion Rate in 
effect immediately prior to the close of business on the Record Date with respect 
to such distribution by a fraction:  

  
(1)  The numerator of which shall be such Current Market Price, and  

  
(2)  The denominator of which shall be the Current Market Price on such date, 

less the fair market value (as determined by the Board of Directors, whose 
determination shall be conclusive and set forth in a Board Resolution) on  

  

 
Such date of the portion of the securities or other assets so distributed (other than excluded
securities) applicable to one share of Common Stock (determined on the basis of the number
of shares of the Common Stock outstanding on the Record Date).  

  
Such increase shall become effective immediately prior to the opening of business on the 
day following the Record Date. However, in the event that the then fair market value (as 
so determined) of the portion of the securities so distributed (other than excluded 
securities) applicable to one share of Common Stock is equal to or greater than the 
Current Market Price on the Record Date, in lieu of the foregoing adjustment, adequate 
provision shall be made so that each Holder shall have the right to receive upon 
conversion of a Note (or any portion thereof) the amount of securities so distributed 
(other than excluded securities) such Holder would have received had such Holder 
converted such Note (or portion thereof) immediately prior to such Record Date. In the 
event that such dividend or distribution is not so paid or made, the Conversion Rate shall 
again be adjusted to be the Conversion Rate which would then be in effect if such 
dividend or distribution had not been declared.  

  
If the Board of Directors determines the fair market value of any distribution for purposes 
of this paragraph 7(d) by reference to the actual or when issued trading market for any 
securities comprising all or part of such distribution (other than excluded securities), it 
must in doing so consider the prices in such market over the same period (the “Reference 
Period”) used in computing the Current Market Price pursuant to paragraph 7(g) to the 
extent possible, unless the Board of Directors in a Board Resolution determines in good 
faith that determining the fair market value during the Reference Period would not be in 
the best interests of the Holder.  

  



For purposes of this paragraph 7(d) and paragraphs 7(a), 7(b) and 7(c), any dividend or 
distribution to which this paragraph 7(d) is applicable that also includes shares of 
Common Stock, a subdivision or combination of Common Stock to which paragraph 7(b) 
applies, or rights or warrants to subscribe for or purchase shares of Common Stock (or 
securities convertible into Common Stock) to which paragraph 7(c) applies (or any 
combination thereof), shall be deemed instead to be:  

  
(1)  a dividend or distribution of the evidences of indebtedness, assets, shares 

of capital stock, rights or warrants other than such shares of Common 
Stock, such subdivision or combination or such rights or warrants to which 
paragraphs 7(a), 7(b) and7(c) apply, respectively (and any Conversion 
Rate increase required by this paragraph 7(d) with respect to such 
dividend or distribution shall then be made), immediately followed by  

  
(2)  a dividend or distribution of such shares of Common Stock, such 

subdivision or combination or such rights or warrants (and any further 
Conversion Rate increase required by paragraphs 7(a), 7(b) and 7(c) with 
respect to such dividend or distribution shall then be made), except:  

  
(A)  the Record Date of such dividend or distribution shall be substituted as (x) 

“the date fixed for the determination of stockholders entitled to receive 
such dividend or other distribution”, “Record Date fixed for such 
determinations” and “Record Date” within the meaning of paragraph 7(a), 
(y) “the day upon which such subdivision becomes effective” and “the day 
upon which such combination becomes effective” within the meaning of 
paragraph 7(b), and (z) as “the date fixed for the determination of 
stockholders entitled to receive such rights or warrants”, “the Record Date 
fixed for the determination of the stockholders entitled to receive such 
rights or warrants” and such “Record Date” within the meaning of 
paragraph 7(c), and  

  
(B)  any shares of Common Stock included in such dividend or distribution 

shall not be deemed “outstanding at the close of business on the date fixed 
for such determination” within the meaning of paragraph 7(a) and any 
increase or reduction in the number of shares of Common Stock resulting 
from such subdivision or combination shall be disregarded in connection 
with such dividend or distribution.  

  
(e)  In case the Company shall, by dividend or otherwise, distribute to all holders of 

its Common Stock, cash (excluding any cash that is distributed as part of a 
distribution referred to in paragraph 7(d) hereof), then and in each such case, 
immediately after the close of business on such date, the Conversion Rate shall be 
increased so that the same shall equal the price determined by multiplying the 
Conversion Rate in effect immediately prior to the close of business on such 
Record Date by a fraction:  

  



(i)  The numerator of which shall be equal to the Current Market Price on 
such Record Date, and  

 (ii) the denominator of which shall be equal to the Current Market Price on 
the Record Date less an amount equal to the quotient of (x) the aggregate 
amount of the cash distributed and (y) the number of shares of Common 
Stock outstanding on the Record Date.  

  
In the event that such dividend or distribution is not so paid or made, the 
Conversion Rate shall again be adjusted to be the Conversion Rate which would 
then be in effect if such dividend or distribution had not been declared.  

  
(f)  In case the Company or any of its Subsidiaries pays holders of the Common Stock 

in respect of a tender offer or exchange offer, other than an odd-lot offer, by the 
Company or any of its Subsidiaries for shares of Common Stock to the extent that 
the cash and fair market value of any other consideration included in the payment 
per share of Common Stock exceeds the Sale Price per share of Common Stock 
on the Trading Day next succeeding the last date on which tenders or exchanges 
may be made pursuant to such tender offer or exchange offer (the “Expiration 
Time”), then, and in each such case, the Conversion Rate shall be adjusted so that 
the same shall equal the price determined by multiplying the Conversion Rate in 
effect immediately prior to close of business on the date of the Expiration Time 
by a fraction:  

  
(1)  the numerator of which shall be the sum of (x) the fair market value 

(determined as aforesaid) of the aggregate consideration payable to 
stockholders based on the acceptance (up to any maximum specified in the 
terms of the tender offer or exchange offer) of all shares validly tendered 
or exchanged and not withdrawn as of the Expiration Time (the shares 
deemed so accepted, up to any such maximum, being referred to as the 
“Purchased Shares”) and (y) the product of the number of shares of 
Common Stock outstanding (less any Purchased Shares) at the Expiration 
Time and the Sale Price of the Common Stock on the Trading Day next 
succeeding the Expiration Time, and  

  
(2)  the denominator of which shall be the number of shares of Common Stock 

outstanding (including any tendered or exchanged shares) at the 
Expiration Time multiplied by the Sale Price of the Common Stock on the 
Trading Day next succeeding the Expiration Time.  

  
Such increase (if any) shall become effective immediately prior to the opening of 
business on the day following the Expiration Time. In the event that the Company 
is obligated to purchase shares pursuant to any such tender offer or exchange 
offer, but the Company is permanently prevented by applicable law from effecting 
any such purchases or all such purchases are rescinded, the Conversion Rate shall 
again be adjusted to be the Conversion Rate which would then be in effect if such 
tender offer or exchange offer had not been made. If the application of this 



paragraph 7(f) to any tender offer or exchange offer would result in an increase in 
the Conversion Rate, no adjustment shall be made for such tender offer or 
exchange offer under this paragraph 7(f).  
 

 (g)  For purposes of this paragraph 7, the following terms shall have the 
meanings indicated:  

  
“Current Market Price” shall mean the average of the daily Sale Prices per share 
of Common Stock for the 5 (Five) consecutive Trading Days ending not later than 
the earlier of the date immediately prior to the date in question and the day before 
the “ex” date with respect to the issuance, distribution, subdivision or 
combination requiring such computation. If another issuance, distribution, 
subdivision or combination to which paragraph 7 applies occurs during the period 
applicable for calculating “Current Market Price” pursuant to the preceding 
definition, then “Current Market Price” shall be appropriately adjusted to reflect 
the impact of such issuance, distribution, subdivision or combination on the Sale 
Price of the Common Stock during such period. For purposes of this paragraph, 
the term “ex” date, when used:  

  
(A)  With respect to any issuance or distribution, means the first date on 

which the Common Stock trades regular way on the relevant 
exchange or in the relevant market from which the Sale Price was 
obtained without the right to receive such issuance or distribution;  

  
(B)  with respect to any subdivision or combination of shares of 

Common Stock, means the first date on which the Common Stock 
trades regular way on such exchange or in such market after the 
time at which such subdivision or combination becomes effective, 
and  

  
(C)  with respect to any tender or exchange offer, means the first date 

on which the Common Stock trades regular way on such exchange 
or in such market after the Expiration Time of such offer.  

  
Notwithstanding the foregoing, whenever successive adjustments to the 
Conversion Rate are called for pursuant to this paragraph 7, such adjustments 
shall be made to the Current Market Price as may be necessary or appropriate to 
effectuate the intent of this paragraph 7 and to avoid unjust or inequitable results 
as determined in good faith by the Board of Directors.  

  
(2)  “Fair market value” shall mean the amount which a willing buyer would 

pay a willing seller in an arm’s length transaction.  
  
 
 
 



(3)  “Record Date” shall mean for purposes of this paragraph 7, with respect to 
any dividend, distribution or other transaction or event in which the 
holders of Common Stock have the right to receive any cash, securities or 
other property or in which the Common Stock (or other applicable 
security) is exchanged for or converted into any combination of cash, 
securities or other property, the date fixed for determination of 
stockholders entitled to receive such cash, securities or other property 
(whether such date is fixed by the Board of Directors or by statute, 
contract or otherwise).  

  
(h)  The Company may make such increases in the Conversion Rate, in addition to 

those required by paragraph 7(a), (b), (c), (d), (e) or (f), as the Board of Directors 
considers to be advisable to avoid or diminish any income tax to holders of 
Common Stock or rights to purchase Common Stock resulting from any dividend 
or distribution of stock (or rights to acquire stock) or from any event treated as 
such for income tax purposes.  

  
To the extent permitted by applicable law, the Company from time to time may increase 
the Conversion Rate by any amount for any period of time if the period is at least 20 
(Twenty) days and the increase is irrevocable during the period and the Board of 
Directors determines in good faith that such increase would be in the best interests of the 
Company, which determination shall be conclusive and set forth in a Board Resolution. 
Whenever the Conversion Rate is increased pursuant to the preceding sentence, the 
Company shall mail to the Agent and each Holder at the address of such Holder as it 
appears in the Register a notice of the increase at least 15 (Fifteen) days prior to the date 
the increased Conversion Rate takes effect, and such notice shall state the increased 
Conversion Rate and the period during which it will be in effect.  

  
(i)  No adjustment in the Conversion Rate shall be required unless such adjustment 

would require an increase or decrease of at least 1% (One percent) in the 
Conversion Price then in effect; provided, however, that any adjustments which 
by reason of this paragraph 7(i) are not required to be made shall be carried 
forward and taken into account in any subsequent adjustment. In the event that, on 
the date that is five Business Days prior to the maturity of the Notes (whether at 
Stated Maturity or otherwise), an adjustment has been carried forward pursuant to 
the preceding sentence but has not yet been taken into account in an adjustment to 
the Conversion Rate and notwithstanding the first sentence of this paragraph (i), 
an adjustment to the Conversion Rate will be made on such date in accordance 
with the relevant paragraph of this paragraph 7. All calculations under this Article 
10 shall be made by the Company and shall be made to the nearest cent or to the 
nearest one hundredth of a share, as the case may be. No adjustment need be 
made for a change in the par value or no par value of the Common Stock. No 
adjustment in the Conversion Rate shall be required if the Holders participate in 
the transactions that would otherwise lead to an adjustment in the Conversion 
Rate pursuant to this paragraph 7.  

  



(j)  In any case in which this paragraph 7 provides that an adjustment shall become 
effective immediately after a Record Date for an event, the Company may defer 
until the occurrence of such event (i) issuing to the Holder of any Note converted 
after such Record Date and before the occurrence of such event the additional 
shares of Common Stock issuable upon such conversion by reason of the 
adjustment required by such event over and above the Common Stock issuable 
upon such conversion before giving effect to such adjustment and (ii) paying to 
such Holder any amount in cash in lieu of any fraction.  

  
(k)  For purposes of this paragraph 7, the number of shares of Common Stock at any 

time outstanding shall not include shares held in the treasury of the Company but 
shall include shares issuable in respect of scrip certificates issued in lieu of 
fractions of shares of Common Stock. The Company will not pay any dividend or 
make any distribution on shares of Common Stock held in the treasury of the 
Company.  

  
(l)  Whenever the Conversion Rate is adjusted as herein provided (other than in the 

case of an adjustment pursuant to the second paragraph of paragraph 7(h) for 
which the notice required by such paragraph has been provided), the Company 
shall promptly file with the Agent and any Conversion Agent other than the Agent 
an Officers’ Certificate setting forth the adjusted Conversion Rate and showing in 
reasonable detail the facts upon which such adjustment is based. Promptly after 
delivery of such Officers’ Certificate, the Company shall prepare a notice stating 
that the Conversion Rate has been adjusted and setting forth the adjusted 
Conversion Rate and the date on which each adjustment becomes effective, and 
shall mail, or cause the Agent to mail, at the Company’s expense, such notice to 
each Holder at the address of such Holder as it appears in the Register within 20 
(twenty) days of the effective date of such adjustment. Failure to deliver such 
notice shall not affect the legality or validity of any such adjustment.  

   
8. Denominations; Assignment; Transfer; Exchange.  
  

The Notes are in fully registered form, without coupons, in denominations of US$1,000 
of principal amount and whole multiples of US$1,000. The Registrar may require a 
Holder, in order to assign, transfer or exchange Notes, among other things, to furnish 
appropriate endorsements and assignment or transfer documents (in the form of Exhibit B 
or Exhibit C attached hereto, as applicable) and to pay any taxes and fees required by 
law. The Registrar need not transfer or exchange any Notes selected for redemption 
(except, in the case of a Note to be redeemed in part, the portion of the Note not to be 
redeemed) or any Notes for a period of 15 (Fifteen) days before the mailing of a notice of 
redemption of Notes to be redeemed.  

  
9. Persons Deemed Owners.  
  

The registered Holder of this Note shall be treated as the owner of this Note for all 
purposes.  



 10. Unclaimed Money or Notes.  
  
  The Agent and the Paying Agent shall return to the Company upon written request any 

money, Notes or shares of Common Stock held by them for the payment of any amount 
with respect to the Notes that remains unclaimed for two years, subject to applicable 
unclaimed property law. After such return to the Company, Holders entitled to the money 
or Notes must look to the Company for payment as general creditors unless an applicable 
abandoned property law designates another person.  

  
11. Amendment; Waiver.  
  

Except as set forth below, (i) this Note may be amended with the written consent of the 
Holders of not less than a majority in aggregate principal amount of the Notes at the time 
outstanding and (ii) certain Defaults may be waived with the written consent of the 
Holders of not less than a majority in aggregate principal amount of the Notes at the time 
outstanding. Without the consent of any Holder, the Company and the Agent may amend 
the Notes to, among other things, cure any ambiguity, omission, defect or inconsistency, 
to provide for uncertificated Notes in addition to or in place of certificated Notes or to 
make any change that does not adversely affect the rights of any Holder. The foregoing 
notwithstanding, without the consent of the Holder of this Note, no amendment may be 
made reducing the principal or the Interest Rate of this Note or extending the Stated 
Maturity of this Note. 

  
12. Defaults and Remedies.  
  

Events of Default include (1) the Company fails to pay when due the principal of any of 
the Notes at Stated Maturity, upon redemption or otherwise; (2) the Company fails to pay 
an installment of interest on any of the Notes that continues for 30 (Thirty) days after the 
date when due; (3) the Company fails to deliver shares of Common Stock, together with 
cash in lieu of fractional shares, when such Common Stock or cash in lieu of fractional 
shares is required to be delivered upon conversion of a Note and such failure continues 
for 10 days after written notice of default is given to the Company by the Agent or to the 
Company and the Agent by the Holder of such Note; (4) the Company fails to perform or 
observe any other term, covenant or agreement contained in the Notes for a period of 60 
(Sixty) days after written notice of such failure, requiring the Company to remedy the 
same, shall have been given to the Company by the Agent or to the Company and the 
Agent by the Holders of at least 50% (Fifty percent) in aggregate principal amount of the 
Notes then outstanding (a “Notice of Default”); (5) in the event of bankruptcy, insolvency 
or reorganization with respect to the Company or any Significant Subsidiary and (6) the 
Company’s filing of, or any Significant Subsidiaries’ filing of, a voluntary petition 
seeking liquidation, reorganization arrangement, readjustment of debts or for any other 
relief under the federal bankruptcy code.  If an Event of Default (other than an Event of 
Default specified in clause (5) or (6) of this paragraph 12) occurs and is continuing, the 
Agent, or the Holders of at least 50% (Fifty percent) in aggregate principal amount of the 
Notes at the time outstanding, may declare all the Notes to be due and payable 
immediately. An Event of Default under clause (5) or (6) of this paragraph 12 will result 



in the Notes becoming due and payable immediately upon the occurrence of such Events 
of Default.  

  
Holders may not enforce this Note, except with the approval of Holders of a majority in 
aggregate principle amount of the Notes. The Agent may refuse to enforce the Notes 
unless it receives reasonable indemnity or security.  

  
13. Subordination.  
  

The payment of principal of and interest on the Notes will be subordinated in right of 
payment to the prior payment in full in cash or cash equivalents (or otherwise to the 
extent Holders accept satisfaction of amounts due by settlement in other than cash or cash 
equivalents) of all Senior Indebtedness whether outstanding on the date of this Note or 
thereafter incurred.  

  
14. Agent Dealings with the Company.  
  

The Agent, in its individual or any other capacity, may become the owner or pledgee of 
Notes and may otherwise deal with and collect obligations owed to it by the Company or 
its Affiliates and may otherwise deal with the Company or its Affiliates with the same 
rights it would have if it were not Agent.  

 
   
15. No Recourse Against Others.  
  

A director, officer, employee or stockholder, as such, of the Company shall not have any 
liability for any obligations of the Company under the Notes or for any claim based on, in 
respect of or by reason of such obligations or their creation. By accepting a Note, each 
Holder waives and releases all such liability. The waiver and release are part of the 
consideration for the issue of the Notes.  

   
16. Abbreviations.  
  

Customary abbreviations may be used in the name of a Holder or an assignee, such as 
TEN COM (=tenants in common), TEN ENT (=tenants by the entireties), JT TEN (=joint 
tenants with right of survivorship and not as tenants in common), CUST (=custodian), 
and U/G/M/A (=Uniform Gift to Minors Act).  

  
17. GOVERNING LAW.  
  

THIS NOTE WILL BE GOVERNED BY, AND CONSTRUED IN ACCORDANCE 
WITH THE LAWS OF THE STATE OF NEVADA.  

  
 

  



Exhibit A 
 

CONVERSION NOTICE 
  
To convert this Note into Common Stock of the Company, check the box:  
  
To convert only part of this Note, state the principal amount to be converted (which must be 
US$1,000 or an integral multiple of US$1,000):  
  
US$                                               
  
If you want the stock certificate made out in another person’s name, fill in the form below:  
  
 
 
  

 
  

 
(Insert other person’s social sec. or tax ID no.) 

 
  

 
  

 
  

 
  

 
  

(Print or type other person’s name, address and zip code)  
  
� If you want the stock certificate made out in another person’s name, you are required to

complete and deliver to the Conversion Agent a duly completed Transfer Certificate which is
in the form of Exhibit B to this Note.  

 



EXHIBIT B 
 

ASSIGNMENT FORM 
  

For value received                                          hereby sell(s), assign(s), and transfer(s) 
unto                                               (Please insert social security or other Taxpayer Identification 
Number of assignee) the within Note, and hereby irrevocably constitutes and 
appoints                                               attorney to transfer the said Note on the books of the 
Company, with full power of substitution in the premises.  
  

In connection with the transfer of this Note, the undersigned registered owner of this Note 
hereby certifies with respect to US$                                              principal amount of this Note 
presented or surrendered on the date hereof (the “Surrendered Note”) for registration of transfer, 
or for exchange where the Notes issuable upon such transfer or exchange are to be registered in a 
name other than that of the undersigned registered owner (each such transaction being a 
“transfer”), that such transfer complies with the restrictive legend set forth on the face of the 
Surrendered Note for the reason checked below:  
  
  � A transfer of the Surrendered Note is made to the Company; or  
  

  
� The transfer of the Surrendered Note complies with Rule 144A under the U.S. Securities

Act of 1933, as amended (the “Securities Act”); or  
  

  
� The transfer of the Surrendered Note complies with Rule 501(a)(1), (2), (3) or (7) of Rule

501 under the Securities Act; or  
  

  
� The transfer of the Surrendered Note is pursuant to an effective registration statement

under the Securities Act, or  
  

  
� The transfer of the Surrendered Note is pursuant to another available exemption from the

registration requirement of the Securities Act,  
  

and unless the box below is checked, the undersigned confirms that, to the undersigned’s 
knowledge, the Surrendered Note is not being transferred to an “affiliate” of the Company 
as defined in Rule 144 under the Securities Act (an “Affiliate”).  

  
  � The transferee is an Affiliate of the Company.  
  
      
Dated:           
       
             
             
         
  

  
  

     
Signature(s) 
  



Signature(s) must be guaranteed by an 
“eligible guarantor institution” meeting 
the requirements of the Registrar, which 
requirements include membership or 
participation in the Security Transfer 
Agent Medallion Program (“STAMP”) or 
such other “signature guarantee program” 
as may be determined by the Notes 
registrar in addition to, or in substitution 
for, STAMP, all in accordance with the 
Securities Exchange Act of 1934, as 
amended. 

  
  



Exhibit C 
 

Transfer Certificate 
  

In connection with any transfer (or exchange or conversion as provided below) of any of the 
Notes, the undersigned registered owner of this Note hereby certifies with respect to 
US$                             principal amount of the above-captioned Notes presented or surrendered 
on the date hereof (the “Surrendered Notes”) for registration of transfer, or for exchange or 
conversion where the Notes or Common Stock issuable upon such exchange or conversion, as 
the case may be, are to be registered in a name other than that of the undersigned registered 
owner (each such transaction being a “transfer”), that such transfer complies with the restrictive 
legend set forth on the face of the Surrendered Notes for the reason checked below:  
  
  � A transfer of the Surrendered Notes is made to the Company or any Subsidiaries; or  
  

  
� The transfer of the Surrendered Notes complies with Rule 144A under the U.S. Securities

Act of 1933, as amended (the “Securities Act”); or  
  

  
� The transfer of the Surrendered Note complies with Rule 501(a)(1), (2), (3) or (7) of Rule 

501 under the Securities Act; or  
  

  
� The transfer of the Surrendered Notes is pursuant to an effective registration statement

under the Securities Act, or  
  

  
� The transfer of the Surrendered Notes is pursuant to another available exemption from

the registration requirement of the Securities Act,  
  

and unless the box below is checked, the undersigned confirms that, to the undersigned’s 
knowledge, such Notes are not being transferred to an “affiliate” of the Company as defined 
in Rule 144 under the Securities Act (an “Affiliate”).  

  
  � The transferee is an Affiliate of the Company.  
  
DATE:                                                                
  

 
  
 
  

Signature(s) 
  
(If the registered owner is a corporation, partnership or fiduciary, the title of the Person signing 
on behalf of such registered owner must be stated.)  
  
  



Exhibit D 
 

Definitions 
  

“Affiliate” of any specified person means any other person directly or indirectly 
controlling or controlled by or under direct or indirect common control with such 
specified person. For purposes of this definition, “control” when used with respect to any 
specified person means the power to direct or cause the direction of the management and 
policies of such person, directly or indirectly, whether through the ownership of voting 
securities, by contract or otherwise; and the terms “controlling” and “controlled” have 
meanings correlative to the foregoing.  

 
“Agent” means the Company until a successor replaces it as agent with respect to the 
Notes and, thereafter, shall mean such successor. The foregoing sentence shall likewise 
apply to any subsequent such successor or successors.  

  
“Board of Directors” means either the board of directors of the Company or any duly 
authorized committee of such board.  

  
“Board Resolution” means a resolution duly adopted by the Board of Directors, a copy of 
which, certified by the Secretary or an Assistant Secretary of the Company to be in full 
force and effect on the date of such certification, shall have been delivered to the Agent.  

  
“Business Day” means each day of the year other than a Saturday or a Sunday on which 
banking institutions are not required or authorized to close in The City of New York.  

  
“Capital Stock” of any corporation means any and all shares, interests, rights to purchase, 
warrants, options, participations or other equivalents of or interests in (however 
designated) stock or other equity issued by that corporation.  

  
“Common Stock” means the Common Stock, par value US$0.00001 per share, of the 
Company as it exists on the date of this Note. Shares issuable on conversion of Notes 
shall include only shares of Common Stock or shares of any class or classes of common 
stock resulting from any reclassification or reclassifications thereof; provided, however, 
that if at any time there shall be more than one such of each such class then so issuable 
shall be substantially in the proportion which the total number of shares of such class 
resulting from all such reclassifications bears to the total number of shares of all such 
classes resulting from all such reclassifications.  

  
“Common stock” means any stock of any class of Capital Stock which has no preference 
in respect of dividends or of amounts payable in the event of any voluntary or involuntary 
liquidation, dissolution or winding up of the issuer.  

  
 
 



“Company” means the party named as the “Company” in the first paragraph of this Note 
until a successor replaces it pursuant to the applicable provisions of this Note, and, 
thereafter, “Company” shall mean such successor. The foregoing sentence shall likewise 
apply to any subsequent such successor or successors.  

   
“Conversion Agent” means any person authorized by the Company to convert Notes in 
accordance with Article 10 hereof. On the date of this Note, the Company hereby 
appoints the Agent as the Conversion Agent.  

  
“Conversion Price” means US$1,000 divided by the applicable Conversion Rate.  

  
“Conversion Value” for the Notes is equal to the product of (i) the Sale Price per share of 
the Common Stock on a given day and (ii) the then current Conversion Rate.   

   
“Default” means any event which is, or after notice or passage of time or both would be, 
an Event of Default.  

   
“Dollar” or “U.S.$” means a dollar or other equivalent unit in such coin or currency of 
the United States as at the time shall be legal tender for the payment of public and private 
debts.  

  
“GAAP” means United States generally accepted accounting principles as in effect from 
time to time.  

  
“Holder” means a person in whose name a Note is registered on the Registrar’s books.  

  
“Indebtedness” means, with respect to any person, without duplication:  

  
(1)  all obligations and other liabilities, contingent or otherwise, of such person 

for borrowed money (including overdrafts) to the extent such obligations 
and other liabilities would appear as a liability upon the consolidated 
balance sheet of such a person in accordance with GAAP or for the 
deferred purchase price of property or services, excluding any trade 
payables and other accrued current liabilities incurred in the ordinary 
course of business, but including, without limitation, all obligations, 
contingent or otherwise, of such person in connection with any letters of 
credit and acceptances issued under letter of credit facilities, acceptance 
facilities or other similar facilities;  

  
(2)  all obligations of such person evidenced by bonds, credit or loan 

agreements, notes, debentures or other similar instruments to the extent 
such obligations would appear as a liability upon the consolidated balance 
sheet of such a person in accordance with GAAP;  

  
 



(3)  indebtedness of such person created or arising under any conditional sale 
or other title retention agreement with respect to property acquired by such 
person (even if the rights and remedies of the seller or lender under such 
agreement in the event of default are limited to repossession or sale of 
such property), but excluding trade payables arising in the ordinary course 
of business;  

 
 (4)  All obligations and liabilities, contingent or otherwise, in respect of leases 

of the person required, in conformity with GAAP, to be accounted for as 
capitalized lease obligations on the consolidated balance sheet of the 
person;  

  
(5)  all net obligations of such person under or in respect of interest rate 

agreements, currency agreements or other swap, cap floor or collar 
agreements, hedge agreements, forward contracts or similar instruments or 
agreements or foreign currency, hedge, exchange or purchase or similar 
instruments or agreements;  

  
(6)  all indebtedness referred to in (but not excluded from) the preceding 

clauses (1) through (5) of other persons, the payment of which is secured 
by (or for which the holder of such indebtedness has an existing right, 
contingent or otherwise, to be secured by) any Lien on or with respect to 
property (including, without limitation, accounts and contract rights) 
owned by the referent person, even though such person has not assumed or 
become liable for the payment of such indebtedness (the amount of such 
obligation being deemed to be the lesser of the value of such property or 
asset or the amount of the obligation so secured);  

  
(7)  All guarantees by such person of indebtedness referred to in this definition 

or of any other person;  
  

(8)  All Redeemable Capital Stock of such person valued at the greater of its 
voluntary or involuntary maximum fixed purchase price plus accrued and 
unpaid dividends;  

  
(9)  the present value of the obligation of such person as lessee for net rental 

payments (excluding all amounts required to be paid on account of 
maintenance and repairs, insurance, taxes, assessments, water, utilities and 
similar charges to the extent included in such rental payments) during the 
remaining term of the lease included in any such sale and leaseback 
transaction including any period for which such lease has been extended 
or may, at the option of the lessor, be extended. Such present value shall 
be calculated using a discount rate equal to the rate of interest implicit in 
such transaction, determined in accordance with GAAP; and  

  



(10)  any and all refinancings, replacements, deferrals, renewals, extensions and 
refundings of or amendments, modifications or supplements to, any 
indebtedness, obligation or liability of the kind described in clauses (1) 
through (9) above.  

  
“Interest Payment Date” means the date specified in the Notes as the fixed date on which 
an installment of interest on the Notes is due and payable.  

  
“Interest Rate” means 10% (Ten percent) per annum.  

  
“Issue Date” of any Note means the date on which the Note was originally issued or 
deemed issued as set forth on the face of the Note.  

  
“Lien” means, with respect to any asset, any mortgage, lien, pledge, charge, security 
interest or encumbrance of any kind in respect of such asset given to secure Indebtedness, 
whether or not filed, recorded or otherwise perfected under applicable law (including any 
conditional sale or other title retention agreement, any lease in the nature thereof, any 
option or other agreement to sell or give a security interest in and any filing of or 
agreement to give any financing statement under the Uniform Commercial Code (or 
equivalent statutes) of any jurisdiction with respect to any such lien, pledge, charge or 
security interest).  

  
“Notes” mean the Company’s convertible Notes due May 3, 2011.  

  
“Officer” means the Chairman of the Board, the Vice Chairman, the Chief Executive 
Officer, the President, any Executive Vice President, any Senior Vice President, any Vice 
President, the Treasurer or the Secretary or any Assistant Treasurer or Assistant Secretary 
of the Company. 

 
“Officers’ Certificate” means a written certificate signed in the name of the Company by 
any one Officer, and delivered to the Agent 

 
“person” or “Person” means any individual, corporation, limited liability company, 
partnership, joint venture, association, joint-stock company, trust, unincorporated 
organization, or government or any agency or political subdivision thereof, including any 
subdivision or ongoing business of any such entity or substantially all of the assets of any 
such entity, subdivision or business.  

  
  “Principal” of a Note means the principal amount due on the Stated Maturity as set forth 

on the face of the Note.  
  
 
 
 
 



“Redeemable Capital Stock” means any class of the Company’s Capital Stock that, either 
by its terms, by the terms of any securities into which it is convertible or exchangeable or 
by contract or otherwise, is, or upon the happening of an event or passage of time would 
be, required to be redeemed (whether by sinking fund or otherwise) prior to the date that 
is 91 days after the Stated Maturity of the Notes or is redeemable at the option of the 
holder thereof at any time prior to such date.  Securities at any time prior to such date 
(unless it is convertible or exchangeable solely at the Company’s option).  

  
“Redemption Date” or “redemption date” means the date specified for redemption of the 
Notes in accordance with the terms of this Note.  

  
“Redemption Price” or “redemption price” shall have the meaning set forth in paragraph 
5 of this Note.  

  
“Regular Record Date” means, with respect to the interest payable on any Interest 
Payment Date, the close of business on the March 15 or September 15 (whether or not a 
Business Day), as the case may be, next preceding such Interest Payment Date.  

   
“Rule 144” means Rule 144 under the Securities Act (or any successor provision), as it 
may be amended from time to time.  

  
“Rule 144A” means Rule 144A under the Securities Act (or any successor provision), as 
it may be amended from time to time.  

  
“Sale Price” as of any date means the closing per share sale price (or if no closing sale 
price is reported, the average bid price and ask prices or, if more than one in either case, 
the average of the average bid and average ask prices) on such date on the Nasdaq 
National Market or such other principal United States securities exchange on which the 
Common Stock is traded or, if the Common Stock is not listed on a United States national 
or regional securities exchange, as reported by the National Association of Securities 
Dealers Automated Quotation System or by the National Quotation Bureau Incorporated. 
In the absence of a quotation, the Company will determine the sale price on the basis of 
such quotations as the Company considers appropriate.  

  
“SEC” means the Securities and Exchange Commission.  

  
“Securities Act” means the United States Securities Act of 1933 (or any successor 
statute), as amended from time to time.  

  
“Senior Indebtedness” means any Indebtedness of the Company, unless by the terms of 
the instrument creating or evidencing such Indebtedness, such Indebtedness is expressly 
designated equal or junior in right of payment to the Notes.  

  
Notwithstanding the foregoing, “Senior Indebtedness” shall not include:  

  
(a)  Indebtedness evidenced by the Notes;  



 (b) Indebtedness of the Company that by operation of law is subordinate to any 
general unsecured obligations of the Company;  

  
(c)  any liability for federal, state or local taxes or other taxes, owed by the Company.  

  
(d)  accounts payable or other liabilities owed or owing by the Company to trade 

creditors (including guarantees thereof or instruments evidencing such liabilities);  
  

(e)  amounts owed by the Company for compensation to employees or for services 
rendered to the Company;  

  
(f)  Indebtedness of the Company to any Subsidiary or any other Affiliate of the 

Company or any of such Affiliate’s Subsidiaries;  
  

(g)  Capital Stock of the Company, including Redeemable Capital Stock; and  
  

(h)  Indebtedness of the Company which, when incurred and without regard to any 
election under Section 1111(b) of Title 11 of the United States Code, is without 
recourse to the Company.  

  
“Significant Subsidiary” means any Subsidiary that would be, as of the date of the 
applicable action set forth in this Note, a “significant subsidiary” of the Company within 
the meaning of Rule 1-02(w) of Regulation S-X promulgated by the SEC.  

  
“Stated Maturity”, when used with respect to any Note, means the date specified in such 
Note as the fixed date on which the principal of such Note is due and payable.  

  
“Subsidiary” means, with respect to any Person, (i) a corporation, a majority of whose 
Capital Stock with voting power, under ordinary circumstances, to elect directors is, at 
the date of determination, directly or indirectly owned by such Person, by one or more 
Subsidiaries of such Person or by such Person and one or more Subsidiaries of such 
Person, (ii) a partnership in which such Person or a Subsidiary of such Person holds a 
majority interest in the equity capital or profits of such partnership, or (iii) any other 
entity (other than a corporation) in which such Person, a Subsidiary of such Person or 
such Person and one or more Subsidiaries of such Person, directly or indirectly, at the 
date of determination, has (x) at least a majority ownership interest or (y) the power to 
elect or direct the election of a majority of the directors or other governing body of such 
entity.  

  
  “Trading Day” means a day during which trading in securities generally occurs on the 

Nasdaq National Market or, if the Common Stock is not listed on a national or regional 
securities exchange, on the National Association of Securities Dealers Automated 
Quotation System, or, if the Common Stock is not quoted on the National Association of 
Securities Dealers Automated Quotation System, on the principal other market on which 
the Common Stock is then traded.  

  



  “United States” means the United States of America (including the States and the District 
of Columbia), its territories, its possessions and other areas subject to its jurisdiction (its 
“possessions” including Puerto Rico, the U.S. Virgin Islands, Guam, American Samoa, 
Wake Island and the Northern Mariana Islands).   

 
 
 
 
 
 
 
 
 
 
 



Convertible Note 
 

THE SECURITY EVIDENCED HEREBY HAS NOT BEEN REGISTERED UNDER 
THE U.S. SECURITIES ACT OF 1933, AS AMENDED (THE “SECURITIES ACT”). THE 
HOLDER HEREOF, BY PURCHASING THIS NOTE, AGREES FOR THE BENEFIT OF 
GNCC CAPITAL, INC. (THE “COMPANY”) THAT THIS NOTE MAY NOT BE RESOLD, 
PLEDGED OR OTHERWISE, OTHER THAN (1) TO THE COMPANY, (2) SO LONG AS 
THIS NOTE IS ELIGIBLE FOR RESALE PURSUANT TO RULE 144A UNDER THE 
SECURITIES ACT (“RULE 144A”), TO A PERSON WHOM THE SELLER REASONABLY 
BELIEVES IS A QUALIFIED INSTITUTIONAL BUYER WITHIN THE MEANING OF 
RULE 144A, PURCHASING FOR ITS OWN ACCOUNT OR FOR THE ACCOUNT OF A 
QUALIFIED INSTITUTIONAL BUYER TO WHOM NOTICE IS GIVEN THAT THE 
RESALE, PLEDGE OR OTHER TRANSFER IS BEING MADE IN RELIANCE ON RULE 
144A, (3) TO AN INSTITUTIONAL ACCREDITED INVESTOR” AS DEFINED IN RULE 
501 (A)(1), (2), (3) OR (7) OF RULE 501 UNDER THE SECURITIES ACT 
(“INSTITUTIONAL ACCREDITED INVESTOR”) THAT IS ACQUIRING THIS NOTE FOR 
INVESTMENT PURPOSES AND NOT FOR DISTRIBUTION, AND THAT, PRIOR TO 
SUCH TRANSFER, DELIVERS TO THE COMPANY AND THE AGENT A SIGNED 
LETTER CONTAINING CERTAIN REPRESENTATIONS AND AGREEMENTS RELATING 
TO THE RESTRICTIONS ON TRANSFER OF THE NOTE EVIDENCED HEREBY (THE 
FORM OF WHICH LETTER MAY BE OBTAINED FROM THE AGENT), (4) PURSUANT 
TO RULE 144 UNDER THE SECURITIES ACT, (5) PURSUANT TO ANOTHER 
AVAILABLE EXEMPTION FROM REGISTRATION UNDER THE SECURITIES ACT OR 
(6) PURSUANT TO AN EFFECTIVE REGISTRATION STATEMENT UNDER THE 
SECURITIES ACT, IN EACH CASE IN ACCORDANCE WITH ANY APPLICABLE 
SECURITIES LAWS OF ANY STATE OF THE UNITED STATES PRIOR TO A TRANSFER 
OF THIS NOTE (OTHER THAN A TRANSFER PURSUANT TO CLAUSE (6) ABOVE), 
THE HOLDER OF THIS NOTE MUST, PRIOR TO SUCH TRANSFER, FURNISH TO THE 
COMPANY AND THE TRANSFER AGENT SUCH CERTIFICATES AND OTHER 
INFORMATION AND LEGAL OPINIONS AS THEY MAY REASONABLY REQUIRE. THE 
HOLDER HEREOF, BY PURCHASING THIS NOTE, REPRESENTS AND AGREES FOR 
THE BENEFIT OF THE COMPANY THAT IT IS AN ACCREDITED INVESTOR OR A 
QUALIFIED INSTITUTIONAL BUYER AND THAT IT IS HOLDING THIS NOTE FOR 
INVESTMENT PURPOSES AND NOT FOR DISTRIBUTION. IN ANY CASE THE 
HOLDER HEREOF WILL NOT, DIRECTLY OR INDIRECTLY, ENGAGE IN ANY 
HEDGING TRANSACTION WITH REGARD TO THIS NOTE OR ANY COMMON STOCK 
ISSUABLE UPON CONVERSION OF THIS NOTE EXCEPT AS PERMITTED BY THE 
SECURITIES ACT. 
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Capitalized terms used herein but not defined shall have the meanings assigned to them in 
Exhibit D attached hereto and incorporated by reference herein unless otherwise indicated.  
  
1. Cash Interest.  
  
  The Company promises to pay interest at the Interest Rate in cash on the principal 

amount of this Note. The Company will pay cash interest semiannually in arrears on June 
30 and December 31 of each year (each an “Interest Payment Date”), beginning on 
December 31, 2013, to Holders of record at the close of business on the preceding June 
15 and December 15 (whether or not a business day) (each a “Regular Record Date”), as 
the case may be, immediately preceding such Interest Payment Date. Cash interest on the 
Notes will accrue from the most recent date to which interest has been paid or duly 
provided or, if no interest has been paid, from the Issue Date. Cash interest will be 
computed on the basis of a 360-day year of twelve 30-day months. The Company shall 
pay cash interest on overdue principal at the rate borne by the Notes, and it shall pay 
interest in cash on overdue installments of cash interest at the same rate to the extent 
lawful. All such overdue cash interest shall be payable on demand. Upon conversion, 
accrued and unpaid interest shall be deemed paid in full rather than cancelled, 
extinguished or forfeited.  

  
2. Method of Payment.  
  

The Company will make payments in respect of the principal of, and cash interest on this 
Note and in respect of Redemption Prices, if any, to Holders who surrender Notes to a 
Paying Agent to collect such payments in respect of the Notes. The Company will pay 
cash amounts in money of the United States that at the time of payment is legal tender for 
payment of public and private debts. However, the Company may make such cash 
payments by check or wire transfer payable in such money. Any payment required to be 
made on any day that is not a Business Day will be made on the next succeeding 
Business Day.  

  
3. Paying Agent, Conversion Agent and Registrar.  
  

Initially, the Agent will act as Paying Agent, Conversion Agent and Registrar. The 
Company may appoint and change any Paying Agent, Conversion Agent, Registrar or co-
registrar without notice, other than notice to the Agent, which shall initially be an office 
or agency of the Agent. The Company or any of its Subsidiaries or any of their Affiliates 
may act as Paying Agent, Conversion Agent, Registrar or co-registrar.  

  
4. The Notes  
  

The Notes are general unsecured subordinated obligations of the Company limited to 
US$2,000,000 (Two million dollars) aggregate principal amount plus any additional 
accrued interest on these Notes. The Company may incur other Indebtedness, secured or 
unsecured.  

  



5. Optional Redemption.  
  

This Note is not redeemable prior to June 17, 2016. On and after June 17, 2016, the 
Company may at its option, redeem the Notes in whole or in part at any time or in part 
from time to time, in cash. If the Company redeems the Notes at its option, the Notes will 
be redeemed at a redemption price equal to 100% (One hundred percent) of the principal 
amount (the “Redemption Price”), plus accrued and unpaid interest, if any, to (but not 
including) the Redemption Date. If a Redemption Date is after a Regular Record Date but 
on or prior to the corresponding Interest Payment Date, the accrued and unpaid interest 
becoming due on such date shall be payable to the Holders of such Notes, or one or more 
predecessor Notes, registered as such on the relevant Regular Record Date according to 
their terms, and the Redemption Price shall not include such interest payment. If fewer 
than all the Notes are to be redeemed, the Agent shall select the particular Notes to be 
redeemed from the outstanding Notes by lot or shall redeem each note proportionally.  

  
On and after the Redemption Date, interest ceases to accrue on Notes or portions of Notes 
called for redemption, unless the Company defaults in the payment of the Redemption 
Price and accrued and unpaid interest.  

  
30 (Thirty) days prior notice of redemption will be given by the Company to the Holders 
at their registered address of record.  

  
No sinking fund is provided for the Notes.  

   
 6. Conversion.  
  

Except as set forth in the next sentence, a Holder of a Note may convert such Note (or 
any portion thereof equal to US$1,000 or any integral multiple of US$1,000 in excess 
thereof) into Common Stock at any time at the Conversion Rate then in effect. If such 
Note is called for redemption, such conversion right shall terminate at the close of 
business on the second Business Day prior to the Redemption Date for such Note (unless 
the Company shall default in making the redemption payment when due, in which case 
the conversion right shall terminate at the close of business on the date such default is 
cured and such Note is redeemed).  

  
The number of shares of Common Stock issuable upon conversion of a Note shall be 
determined by dividing the principal amount of the Note or portion thereof surrendered 
for conversion by US$1,000, and then multiplying the quotient by the Conversion Rate in 
effect on the Conversion Date. The “Conversion Rate” is based on the average trading 
price as reported for the 5 (Five) trading days preceding the date of conversion.   The 
Company shall pay cash adjustment in lieu of any fractional share of Common Stock.  

  
 
 
 
 



To convert a Certificated Note, a Holder must (1) complete and manually sign a 
conversion notice in the form of Exhibit A hereto (or complete and manually sign a 
facsimile of such notice) and deliver such notice to the Conversion Agent, (2) surrender 
the Note to the Conversion Agent, (3) furnish appropriate endorsements and transfer 
documents if required by the Conversion Agent, the Company or the Agent and (4) pay 
any transfer or similar tax, if required.  

 
7. Adjustment of Conversion Rate  
  

  The Conversion Rate shall be subject to adjustments, calculated by the Company, from 
time to time as follows:  

  
(a)  In case the Company shall hereafter pay a dividend or make a distribution to all 

holders of the outstanding Common Stock in shares of Common Stock, the 
Conversion Rate in effect at the opening of business on the date following the 
date fixed for the determination of stockholders entitled to receive such dividend 
or other distribution shall be increased by multiplying such Conversion Rate by a 
fraction:  

  
(1)  the numerator of which shall be the sum of the number of shares of 

Common Stock outstanding at the close of business on the Record Date 
fixed for such determination and the total number of shares constituting 
such dividend or other distribution, and  

  
(2)  The denominator of which shall be the sum of such number of shares.  

  
Such increase shall become effective immediately after the opening of business on the 
day following the Record Date. If any dividend or distribution of the type described in 
this paragraph 7(a) is declared but not so paid or made, the Conversion Rate shall again 
be adjusted to the Conversion Rate which would then be in effect if such dividend or 
distribution had not been declared.  

  
(b)  In case the outstanding shares of Common Stock shall be subdivided into a 

greater number of shares of Common Stock (commonly referred to as a “forward 
split”), the Conversion Rate in effect at the opening of business on the day 
following the day upon which such subdivision becomes effective shall be 
proportionately increased, and in case outstanding shares of Common Stock shall 
be combined into a smaller number of shares of Common Stock (commonly 
referred to as a “reverse split”), the Conversion Rate in effect at the opening of 
business on the day following the day upon which such combination becomes 
effective shall be reduced, in each such case, by multiplying such Conversion 
Rate by a fraction, the numerator of which shall be the number of shares of 
Common Stock outstanding immediately after giving effect to such subdivision or 
combination and the denominator of which shall be the number of shares of 
Common Stock outstanding immediately prior to such subdivision or 
combination. Such reduction or increase, as the case may be, to become effective 



immediately after the opening of business on the day following the day upon 
which such subdivision or combination becomes effective.  

 
(c) In case the Company shall issue rights or warrants to all holders of its outstanding 

shares of Common Stock entitling them (for a period of not more than 60 days) to 
subscribe for or purchase shares of Common Stock (or securities convertible into 
Common Stock) at a price per share (or having a Conversion Price per share) less 
than the Current Market Price on the Record Date fixed for the determination of 
stockholders entitled to receive such rights or warrants, the Conversion Rate shall 
be adjusted so that the same shall equal the price determined by multiplying the 
Conversion Rate in effect at the opening of business on the date after such Record 
Date by a fraction:  

  
(1)  the numerator of which shall be the number of shares of Common Stock 

outstanding on the close of business on the Record Date plus the total 
number of additional shares of Common Stock so offered for subscription 
or purchase (or into which the convertible securities so offered are 
convertible), and  

  
(2)  the denominator of which shall be the number of shares of Common Stock 

outstanding at the close of business on the Record Date plus the number of 
shares which the aggregate offering price of the total number of shares so 
offered for subscription or purchase (or the aggregate Conversion Price of 
the convertible securities so offered) would purchase at such Current 
Market Price.  

  
Such adjustment shall become effective immediately after the opening of business 
on the day following the Record Date fixed for determination of stockholders 
entitled to receive such rights or warrants. To the extent that shares of Common 
Stock (or securities convertible into Common Stock) are not delivered pursuant to 
such rights or warrants, upon the expiration or termination of such rights or 
warrants the Conversion Rate shall be readjusted to the Conversion Rate which 
would then be in effect had the adjustments made upon the issuance of such rights 
or warrants been made on the basis of the delivery of only the number of shares of 
Common Stock (or securities convertible into Common Stock) actually delivered. 
In the event that such rights or warrants are not so issued, the Conversion Rate 
shall again be adjusted to be the Conversion Rate which would then be in effect if 
such date fixed for the determination of stockholders entitled to receive such 
rights or warrants had not been fixed. In determining whether any rights or 
warrants entitle the holders to subscribe for or purchase shares of Common Stock 
at less than such Current Market Price, and in determining the aggregate offering 
price of such shares of Common Stock, there shall be taken into account any 
consideration received for such rights or warrants, the value of such consideration 
if other than cash, to be determined by the Board of Directors.  

  



(d)  In case the Company shall, by dividend or otherwise, distribute to all holders of 
its Common Stock shares of any class of capital stock of the Company (other than 
any dividends or distributions to which paragraph 7(a) applies) or evidences of its 
indebtedness or other assets, including securities, but excluding (1) any rights or 
warrants referred to in paragraph 7(c) and (3) dividends and distributions paid 
exclusively in cash referred to in paragraph 7(e) (the securities described in 
foregoing clauses (1)and (2) hereinafter in this paragraph 7(d) called the 
“excluded securities”), then, in each such case, subject to the second succeeding 
paragraph of this paragraph 7(d), the Conversion Rate shall be adjusted so that the 
same shall be equal to the price determined by multiplying the Conversion Rate in 
effect immediately prior to the close of business on the Record Date with respect 
to such distribution by a fraction:  

  
(1)  The numerator of which shall be such Current Market Price, and  

  
(2)  The denominator of which shall be the Current Market Price on such date, 

less the fair market value (as determined by the Board of Directors, whose 
determination shall be conclusive and set forth in a Board Resolution) on  

  

 
Such date of the portion of the securities or other assets so distributed (other than excluded
securities) applicable to one share of Common Stock (determined on the basis of the number
of shares of the Common Stock outstanding on the Record Date).  

  
Such increase shall become effective immediately prior to the opening of business on the 
day following the Record Date. However, in the event that the then fair market value (as 
so determined) of the portion of the securities so distributed (other than excluded 
securities) applicable to one share of Common Stock is equal to or greater than the 
Current Market Price on the Record Date, in lieu of the foregoing adjustment, adequate 
provision shall be made so that each Holder shall have the right to receive upon 
conversion of a Note (or any portion thereof) the amount of securities so distributed 
(other than excluded securities) such Holder would have received had such Holder 
converted such Note (or portion thereof) immediately prior to such Record Date. In the 
event that such dividend or distribution is not so paid or made, the Conversion Rate shall 
again be adjusted to be the Conversion Rate which would then be in effect if such 
dividend or distribution had not been declared.  

  
If the Board of Directors determines the fair market value of any distribution for purposes 
of this paragraph 7(d) by reference to the actual or when issued trading market for any 
securities comprising all or part of such distribution (other than excluded securities), it 
must in doing so consider the prices in such market over the same period (the “Reference 
Period”) used in computing the Current Market Price pursuant to paragraph 7(g) to the 
extent possible, unless the Board of Directors in a Board Resolution determines in good 
faith that determining the fair market value during the Reference Period would not be in 
the best interests of the Holder.  

  



For purposes of this paragraph 7(d) and paragraphs 7(a), 7(b) and 7(c), any dividend or 
distribution to which this paragraph 7(d) is applicable that also includes shares of 
Common Stock, a subdivision or combination of Common Stock to which paragraph 7(b) 
applies, or rights or warrants to subscribe for or purchase shares of Common Stock (or 
securities convertible into Common Stock) to which paragraph 7(c) applies (or any 
combination thereof), shall be deemed instead to be:  

  
(1)  a dividend or distribution of the evidences of indebtedness, assets, shares 

of capital stock, rights or warrants other than such shares of Common 
Stock, such subdivision or combination or such rights or warrants to which 
paragraphs 7(a), 7(b) and7(c) apply, respectively (and any Conversion 
Rate increase required by this paragraph 7(d) with respect to such 
dividend or distribution shall then be made), immediately followed by  

  
(2)  a dividend or distribution of such shares of Common Stock, such 

subdivision or combination or such rights or warrants (and any further 
Conversion Rate increase required by paragraphs 7(a), 7(b) and 7(c) with 
respect to such dividend or distribution shall then be made), except:  

  
(A)  the Record Date of such dividend or distribution shall be substituted as (x) 

“the date fixed for the determination of stockholders entitled to receive 
such dividend or other distribution”, “Record Date fixed for such 
determinations” and “Record Date” within the meaning of paragraph 7(a), 
(y) “the day upon which such subdivision becomes effective” and “the day 
upon which such combination becomes effective” within the meaning of 
paragraph 7(b), and (z) as “the date fixed for the determination of 
stockholders entitled to receive such rights or warrants”, “the Record Date 
fixed for the determination of the stockholders entitled to receive such 
rights or warrants” and such “Record Date” within the meaning of 
paragraph 7(c), and  

  
(B)  any shares of Common Stock included in such dividend or distribution 

shall not be deemed “outstanding at the close of business on the date fixed 
for such determination” within the meaning of paragraph 7(a) and any 
increase or reduction in the number of shares of Common Stock resulting 
from such subdivision or combination shall be disregarded in connection 
with such dividend or distribution.  

  
(e)  In case the Company shall, by dividend or otherwise, distribute to all holders of 

its Common Stock, cash (excluding any cash that is distributed as part of a 
distribution referred to in paragraph 7(d) hereof), then and in each such case, 
immediately after the close of business on such date, the Conversion Rate shall be 
increased so that the same shall equal the price determined by multiplying the 
Conversion Rate in effect immediately prior to the close of business on such 
Record Date by a fraction:  

  



(i)  The numerator of which shall be equal to the Current Market Price on 
such Record Date, and  

 (ii) the denominator of which shall be equal to the Current Market Price on 
the Record Date less an amount equal to the quotient of (x) the aggregate 
amount of the cash distributed and (y) the number of shares of Common 
Stock outstanding on the Record Date.  

  
In the event that such dividend or distribution is not so paid or made, the 
Conversion Rate shall again be adjusted to be the Conversion Rate which would 
then be in effect if such dividend or distribution had not been declared.  

  
(f)  In case the Company or any of its Subsidiaries pays holders of the Common Stock 

in respect of a tender offer or exchange offer, other than an odd-lot offer, by the 
Company or any of its Subsidiaries for shares of Common Stock to the extent that 
the cash and fair market value of any other consideration included in the payment 
per share of Common Stock exceeds the Sale Price per share of Common Stock 
on the Trading Day next succeeding the last date on which tenders or exchanges 
may be made pursuant to such tender offer or exchange offer (the “Expiration 
Time”), then, and in each such case, the Conversion Rate shall be adjusted so that 
the same shall equal the price determined by multiplying the Conversion Rate in 
effect immediately prior to close of business on the date of the Expiration Time 
by a fraction:  

  
(1)  the numerator of which shall be the sum of (x) the fair market value 

(determined as aforesaid) of the aggregate consideration payable to 
stockholders based on the acceptance (up to any maximum specified in the 
terms of the tender offer or exchange offer) of all shares validly tendered 
or exchanged and not withdrawn as of the Expiration Time (the shares 
deemed so accepted, up to any such maximum, being referred to as the 
“Purchased Shares”) and (y) the product of the number of shares of 
Common Stock outstanding (less any Purchased Shares) at the Expiration 
Time and the Sale Price of the Common Stock on the Trading Day next 
succeeding the Expiration Time, and  

  
(2)  the denominator of which shall be the number of shares of Common Stock 

outstanding (including any tendered or exchanged shares) at the 
Expiration Time multiplied by the Sale Price of the Common Stock on the 
Trading Day next succeeding the Expiration Time.  

  
Such increase (if any) shall become effective immediately prior to the opening of 
business on the day following the Expiration Time. In the event that the Company 
is obligated to purchase shares pursuant to any such tender offer or exchange 
offer, but the Company is permanently prevented by applicable law from effecting 
any such purchases or all such purchases are rescinded, the Conversion Rate shall 
again be adjusted to be the Conversion Rate which would then be in effect if such 
tender offer or exchange offer had not been made. If the application of this 



paragraph 7(f) to any tender offer or exchange offer would result in an increase in 
the Conversion Rate, no adjustment shall be made for such tender offer or 
exchange offer under this paragraph 7(f).  
 

 (g)  For purposes of this paragraph 7, the following terms shall have the 
meanings indicated:  

  
“Current Market Price” shall mean the average of the daily Sale Prices per share 
of Common Stock for the 5 (Five) consecutive Trading Days ending not later than 
the earlier of the date immediately prior to the date in question and the day before 
the “ex” date with respect to the issuance, distribution, subdivision or 
combination requiring such computation. If another issuance, distribution, 
subdivision or combination to which paragraph 7 applies occurs during the period 
applicable for calculating “Current Market Price” pursuant to the preceding 
definition, then “Current Market Price” shall be appropriately adjusted to reflect 
the impact of such issuance, distribution, subdivision or combination on the Sale 
Price of the Common Stock during such period. For purposes of this paragraph, 
the term “ex” date, when used:  

  
(A)  With respect to any issuance or distribution, means the first date on 

which the Common Stock trades regular way on the relevant 
exchange or in the relevant market from which the Sale Price was 
obtained without the right to receive such issuance or distribution;  

  
(B)  with respect to any subdivision or combination of shares of 

Common Stock, means the first date on which the Common Stock 
trades regular way on such exchange or in such market after the 
time at which such subdivision or combination becomes effective, 
and  

  
(C)  with respect to any tender or exchange offer, means the first date 

on which the Common Stock trades regular way on such exchange 
or in such market after the Expiration Time of such offer.  

  
Notwithstanding the foregoing, whenever successive adjustments to the 
Conversion Rate are called for pursuant to this paragraph 7, such adjustments 
shall be made to the Current Market Price as may be necessary or appropriate to 
effectuate the intent of this paragraph 7 and to avoid unjust or inequitable results 
as determined in good faith by the Board of Directors.  

  
(2)  “Fair market value” shall mean the amount which a willing buyer would 

pay a willing seller in an arm’s length transaction.  
  
 
 
 



(3)  “Record Date” shall mean for purposes of this paragraph 7, with respect to 
any dividend, distribution or other transaction or event in which the 
holders of Common Stock have the right to receive any cash, securities or 
other property or in which the Common Stock (or other applicable 
security) is exchanged for or converted into any combination of cash, 
securities or other property, the date fixed for determination of 
stockholders entitled to receive such cash, securities or other property 
(whether such date is fixed by the Board of Directors or by statute, 
contract or otherwise).  

  
(h)  The Company may make such increases in the Conversion Rate, in addition to 

those required by paragraph 7(a), (b), (c), (d), (e) or (f), as the Board of Directors 
considers to be advisable to avoid or diminish any income tax to holders of 
Common Stock or rights to purchase Common Stock resulting from any dividend 
or distribution of stock (or rights to acquire stock) or from any event treated as 
such for income tax purposes.  

  
To the extent permitted by applicable law, the Company from time to time may increase 
the Conversion Rate by any amount for any period of time if the period is at least 20 
(Twenty) days and the increase is irrevocable during the period and the Board of 
Directors determines in good faith that such increase would be in the best interests of the 
Company, which determination shall be conclusive and set forth in a Board Resolution. 
Whenever the Conversion Rate is increased pursuant to the preceding sentence, the 
Company shall mail to the Agent and each Holder at the address of such Holder as it 
appears in the Register a notice of the increase at least 15 (Fifteen) days prior to the date 
the increased Conversion Rate takes effect, and such notice shall state the increased 
Conversion Rate and the period during which it will be in effect.  

  
(i)  No adjustment in the Conversion Rate shall be required unless such adjustment 

would require an increase or decrease of at least 1% (One percent) in the 
Conversion Price then in effect; provided, however, that any adjustments which 
by reason of this paragraph 7(i) are not required to be made shall be carried 
forward and taken into account in any subsequent adjustment. In the event that, on 
the date that is five Business Days prior to the maturity of the Notes (whether at 
Stated Maturity or otherwise), an adjustment has been carried forward pursuant to 
the preceding sentence but has not yet been taken into account in an adjustment to 
the Conversion Rate and notwithstanding the first sentence of this paragraph (i), 
an adjustment to the Conversion Rate will be made on such date in accordance 
with the relevant paragraph of this paragraph 7. All calculations under this Article 
10 shall be made by the Company and shall be made to the nearest cent or to the 
nearest one hundredth of a share, as the case may be. No adjustment need be 
made for a change in the par value or no par value of the Common Stock. No 
adjustment in the Conversion Rate shall be required if the Holders participate in 
the transactions that would otherwise lead to an adjustment in the Conversion 
Rate pursuant to this paragraph 7.  

  



(j)  In any case in which this paragraph 7 provides that an adjustment shall become 
effective immediately after a Record Date for an event, the Company may defer 
until the occurrence of such event (i) issuing to the Holder of any Note converted 
after such Record Date and before the occurrence of such event the additional 
shares of Common Stock issuable upon such conversion by reason of the 
adjustment required by such event over and above the Common Stock issuable 
upon such conversion before giving effect to such adjustment and (ii) paying to 
such Holder any amount in cash in lieu of any fraction.  

  
(k)  For purposes of this paragraph 7, the number of shares of Common Stock at any 

time outstanding shall not include shares held in the treasury of the Company but 
shall include shares issuable in respect of scrip certificates issued in lieu of 
fractions of shares of Common Stock. The Company will not pay any dividend or 
make any distribution on shares of Common Stock held in the treasury of the 
Company.  

  
(l)  Whenever the Conversion Rate is adjusted as herein provided (other than in the 

case of an adjustment pursuant to the second paragraph of paragraph 7(h) for 
which the notice required by such paragraph has been provided), the Company 
shall promptly file with the Agent and any Conversion Agent other than the Agent 
an Officers’ Certificate setting forth the adjusted Conversion Rate and showing in 
reasonable detail the facts upon which such adjustment is based. Promptly after 
delivery of such Officers’ Certificate, the Company shall prepare a notice stating 
that the Conversion Rate has been adjusted and setting forth the adjusted 
Conversion Rate and the date on which each adjustment becomes effective, and 
shall mail, or cause the Agent to mail, at the Company’s expense, such notice to 
each Holder at the address of such Holder as it appears in the Register within 20 
(twenty) days of the effective date of such adjustment. Failure to deliver such 
notice shall not affect the legality or validity of any such adjustment.  

   
8. Denominations; Assignment; Transfer; Exchange.  
  

The Notes are in fully registered form, without coupons, in denominations of US$1,000 
of principal amount and whole multiples of US$1,000. The Registrar may require a 
Holder, in order to assign, transfer or exchange Notes, among other things, to furnish 
appropriate endorsements and assignment or transfer documents (in the form of Exhibit B 
or Exhibit C attached hereto, as applicable) and to pay any taxes and fees required by 
law. The Registrar need not transfer or exchange any Notes selected for redemption 
(except, in the case of a Note to be redeemed in part, the portion of the Note not to be 
redeemed) or any Notes for a period of 15 (Fifteen) days before the mailing of a notice of 
redemption of Notes to be redeemed.  

  
9. Persons Deemed Owners.  
  

The registered Holder of this Note shall be treated as the owner of this Note for all 
purposes.  



 10. Unclaimed Money or Notes.  
  
  The Agent and the Paying Agent shall return to the Company upon written request any 

money, Notes or shares of Common Stock held by them for the payment of any amount 
with respect to the Notes that remains unclaimed for two years, subject to applicable 
unclaimed property law. After such return to the Company, Holders entitled to the money 
or Notes must look to the Company for payment as general creditors unless an applicable 
abandoned property law designates another person.  

  
11. Amendment; Waiver.  
  

Except as set forth below, (i) this Note may be amended with the written consent of the 
Holders of not less than a majority in aggregate principal amount of the Notes at the time 
outstanding and (ii) certain Defaults may be waived with the written consent of the 
Holders of not less than a majority in aggregate principal amount of the Notes at the time 
outstanding. Without the consent of any Holder, the Company and the Agent may amend 
the Notes to, among other things, cure any ambiguity, omission, defect or inconsistency, 
to provide for uncertificated Notes in addition to or in place of certificated Notes or to 
make any change that does not adversely affect the rights of any Holder. The foregoing 
notwithstanding, without the consent of the Holder of this Note, no amendment may be 
made reducing the principal or the Interest Rate of this Note or extending the Stated 
Maturity of this Note. 

  
12. Defaults and Remedies.  
  

Events of Default include (1) the Company fails to pay when due the principal of any of 
the Notes at Stated Maturity, upon redemption or otherwise; (2) the Company fails to pay 
an installment of interest on any of the Notes that continues for 30 (Thirty) days after the 
date when due; (3) the Company fails to deliver shares of Common Stock, together with 
cash in lieu of fractional shares, when such Common Stock or cash in lieu of fractional 
shares is required to be delivered upon conversion of a Note and such failure continues 
for 10 days after written notice of default is given to the Company by the Agent or to the 
Company and the Agent by the Holder of such Note; (4) the Company fails to perform or 
observe any other term, covenant or agreement contained in the Notes for a period of 60 
(Sixty) days after written notice of such failure, requiring the Company to remedy the 
same, shall have been given to the Company by the Agent or to the Company and the 
Agent by the Holders of at least 50% (Fifty percent) in aggregate principal amount of the 
Notes then outstanding (a “Notice of Default”); (5) in the event of bankruptcy, insolvency 
or reorganization with respect to the Company or any Significant Subsidiary and (6) the 
Company’s filing of, or any Significant Subsidiaries’ filing of, a voluntary petition 
seeking liquidation, reorganization arrangement, readjustment of debts or for any other 
relief under the federal bankruptcy code.  If an Event of Default (other than an Event of 
Default specified in clause (5) or (6) of this paragraph 12) occurs and is continuing, the 
Agent, or the Holders of at least 50% (Fifty percent) in aggregate principal amount of the 
Notes at the time outstanding, may declare all the Notes to be due and payable 
immediately. An Event of Default under clause (5) or (6) of this paragraph 12 will result 



in the Notes becoming due and payable immediately upon the occurrence of such Events 
of Default.  

  
Holders may not enforce this Note, except with the approval of Holders of a majority in 
aggregate principle amount of the Notes. The Agent may refuse to enforce the Notes 
unless it receives reasonable indemnity or security.  

  
13. Subordination.  
  

The payment of principal of and interest on the Notes will be subordinated in right of 
payment to the prior payment in full in cash or cash equivalents (or otherwise to the 
extent Holders accept satisfaction of amounts due by settlement in other than cash or cash 
equivalents) of all Senior Indebtedness whether outstanding on the date of this Note or 
thereafter incurred.  

  
14. Agent Dealings with the Company.  
  

The Agent, in its individual or any other capacity, may become the owner or pledgee of 
Notes and may otherwise deal with and collect obligations owed to it by the Company or 
its Affiliates and may otherwise deal with the Company or its Affiliates with the same 
rights it would have if it were not Agent.  

 
   
15. No Recourse Against Others.  
  

A director, officer, employee or stockholder, as such, of the Company shall not have any 
liability for any obligations of the Company under the Notes or for any claim based on, in 
respect of or by reason of such obligations or their creation. By accepting a Note, each 
Holder waives and releases all such liability. The waiver and release are part of the 
consideration for the issue of the Notes.  

   
16. Abbreviations.  
  

Customary abbreviations may be used in the name of a Holder or an assignee, such as 
TEN COM (=tenants in common), TEN ENT (=tenants by the entireties), JT TEN (=joint 
tenants with right of survivorship and not as tenants in common), CUST (=custodian), 
and U/G/M/A (=Uniform Gift to Minors Act).  

  
17. GOVERNING LAW.  
  

THIS NOTE WILL BE GOVERNED BY, AND CONSTRUED IN ACCORDANCE 
WITH THE LAWS OF THE STATE OF NEVADA.  

  
 

  



Exhibit A 
 

CONVERSION NOTICE 
  
To convert this Note into Common Stock of the Company, check the box:  
  
To convert only part of this Note, state the principal amount to be converted (which must be 
US$1,000 or an integral multiple of US$1,000):  
  
US$                                               
  
If you want the stock certificate made out in another person’s name, fill in the form below:  
  
 
 
  

 
  

 
(Insert other person’s social sec. or tax ID no.) 

 
  

 
  

 
  

 
  

 
  

(Print or type other person’s name, address and zip code)  
  
� If you want the stock certificate made out in another person’s name, you are required to

complete and deliver to the Conversion Agent a duly completed Transfer Certificate which is
in the form of Exhibit B to this Note.  

 



EXHIBIT B 
 

ASSIGNMENT FORM 
  

For value received                                          hereby sell(s), assign(s), and transfer(s) 
unto                                               (Please insert social security or other Taxpayer Identification 
Number of assignee) the within Note, and hereby irrevocably constitutes and 
appoints                                               attorney to transfer the said Note on the books of the 
Company, with full power of substitution in the premises.  
  

In connection with the transfer of this Note, the undersigned registered owner of this Note 
hereby certifies with respect to US$                                              principal amount of this Note 
presented or surrendered on the date hereof (the “Surrendered Note”) for registration of transfer, 
or for exchange where the Notes issuable upon such transfer or exchange are to be registered in a 
name other than that of the undersigned registered owner (each such transaction being a 
“transfer”), that such transfer complies with the restrictive legend set forth on the face of the 
Surrendered Note for the reason checked below:  
  
  � A transfer of the Surrendered Note is made to the Company; or  
  

  
� The transfer of the Surrendered Note complies with Rule 144A under the U.S. Securities

Act of 1933, as amended (the “Securities Act”); or  
  

  
� The transfer of the Surrendered Note complies with Rule 501(a)(1), (2), (3) or (7) of Rule

501 under the Securities Act; or  
  

  
� The transfer of the Surrendered Note is pursuant to an effective registration statement

under the Securities Act, or  
  

  
� The transfer of the Surrendered Note is pursuant to another available exemption from the

registration requirement of the Securities Act,  
  

and unless the box below is checked, the undersigned confirms that, to the undersigned’s 
knowledge, the Surrendered Note is not being transferred to an “affiliate” of the Company 
as defined in Rule 144 under the Securities Act (an “Affiliate”).  

  
  � The transferee is an Affiliate of the Company.  
  
      
Dated:           
       
             
             
         
  

  
  

     
Signature(s) 
  



Signature(s) must be guaranteed by an 
“eligible guarantor institution” meeting 
the requirements of the Registrar, which 
requirements include membership or 
participation in the Security Transfer 
Agent Medallion Program (“STAMP”) or 
such other “signature guarantee program” 
as may be determined by the Notes 
registrar in addition to, or in substitution 
for, STAMP, all in accordance with the 
Securities Exchange Act of 1934, as 
amended. 

  
  



Exhibit C 
 

Transfer Certificate 
  

In connection with any transfer (or exchange or conversion as provided below) of any of the 
Notes, the undersigned registered owner of this Note hereby certifies with respect to 
US$                             principal amount of the above-captioned Notes presented or surrendered 
on the date hereof (the “Surrendered Notes”) for registration of transfer, or for exchange or 
conversion where the Notes or Common Stock issuable upon such exchange or conversion, as 
the case may be, are to be registered in a name other than that of the undersigned registered 
owner (each such transaction being a “transfer”), that such transfer complies with the restrictive 
legend set forth on the face of the Surrendered Notes for the reason checked below:  
  
  � A transfer of the Surrendered Notes is made to the Company or any Subsidiaries; or  
  

  
� The transfer of the Surrendered Notes complies with Rule 144A under the U.S. Securities

Act of 1933, as amended (the “Securities Act”); or  
  

  
� The transfer of the Surrendered Note complies with Rule 501(a)(1), (2), (3) or (7) of Rule 

501 under the Securities Act; or  
  

  
� The transfer of the Surrendered Notes is pursuant to an effective registration statement

under the Securities Act, or  
  

  
� The transfer of the Surrendered Notes is pursuant to another available exemption from

the registration requirement of the Securities Act,  
  

and unless the box below is checked, the undersigned confirms that, to the undersigned’s 
knowledge, such Notes are not being transferred to an “affiliate” of the Company as defined 
in Rule 144 under the Securities Act (an “Affiliate”).  

  
  � The transferee is an Affiliate of the Company.  
  
DATE:                                                                
  

 
  
 
  

Signature(s) 
  
(If the registered owner is a corporation, partnership or fiduciary, the title of the Person signing 
on behalf of such registered owner must be stated.)  
  
  



Exhibit D 
 

Definitions 
  

“Affiliate” of any specified person means any other person directly or indirectly 
controlling or controlled by or under direct or indirect common control with such 
specified person. For purposes of this definition, “control” when used with respect to any 
specified person means the power to direct or cause the direction of the management and 
policies of such person, directly or indirectly, whether through the ownership of voting 
securities, by contract or otherwise; and the terms “controlling” and “controlled” have 
meanings correlative to the foregoing.  

 
“Agent” means the Company until a successor replaces it as agent with respect to the 
Notes and, thereafter, shall mean such successor. The foregoing sentence shall likewise 
apply to any subsequent such successor or successors.  

  
“Board of Directors” means either the board of directors of the Company or any duly 
authorized committee of such board.  

  
“Board Resolution” means a resolution duly adopted by the Board of Directors, a copy of 
which, certified by the Secretary or an Assistant Secretary of the Company to be in full 
force and effect on the date of such certification, shall have been delivered to the Agent.  

  
“Business Day” means each day of the year other than a Saturday or a Sunday on which 
banking institutions are not required or authorized to close in The City of New York.  

  
“Capital Stock” of any corporation means any and all shares, interests, rights to purchase, 
warrants, options, participations or other equivalents of or interests in (however 
designated) stock or other equity issued by that corporation.  

  
“Common Stock” means the Common Stock, par value US$0.00001 per share, of the 
Company as it exists on the date of this Note. Shares issuable on conversion of Notes 
shall include only shares of Common Stock or shares of any class or classes of common 
stock resulting from any reclassification or reclassifications thereof; provided, however, 
that if at any time there shall be more than one such of each such class then so issuable 
shall be substantially in the proportion which the total number of shares of such class 
resulting from all such reclassifications bears to the total number of shares of all such 
classes resulting from all such reclassifications.  

  
“Common stock” means any stock of any class of Capital Stock which has no preference 
in respect of dividends or of amounts payable in the event of any voluntary or involuntary 
liquidation, dissolution or winding up of the issuer.  

  
 
 



“Company” means the party named as the “Company” in the first paragraph of this Note 
until a successor replaces it pursuant to the applicable provisions of this Note, and, 
thereafter, “Company” shall mean such successor. The foregoing sentence shall likewise 
apply to any subsequent such successor or successors.  

   
“Conversion Agent” means any person authorized by the Company to convert Notes in 
accordance with Article 10 hereof. On the date of this Note, the Company hereby 
appoints the Agent as the Conversion Agent.  

  
“Conversion Price” means US$1,000 divided by the applicable Conversion Rate.  

  
“Conversion Value” for the Notes is equal to the product of (i) the Sale Price per share of 
the Common Stock on a given day and (ii) the then current Conversion Rate.   

   
“Default” means any event which is, or after notice or passage of time or both would be, 
an Event of Default.  

   
“Dollar” or “U.S.$” means a dollar or other equivalent unit in such coin or currency of 
the United States as at the time shall be legal tender for the payment of public and private 
debts.  

  
“GAAP” means United States generally accepted accounting principles as in effect from 
time to time.  

  
“Holder” means a person in whose name a Note is registered on the Registrar’s books.  

  
“Indebtedness” means, with respect to any person, without duplication:  

  
(1)  all obligations and other liabilities, contingent or otherwise, of such person 

for borrowed money (including overdrafts) to the extent such obligations 
and other liabilities would appear as a liability upon the consolidated 
balance sheet of such a person in accordance with GAAP or for the 
deferred purchase price of property or services, excluding any trade 
payables and other accrued current liabilities incurred in the ordinary 
course of business, but including, without limitation, all obligations, 
contingent or otherwise, of such person in connection with any letters of 
credit and acceptances issued under letter of credit facilities, acceptance 
facilities or other similar facilities;  

  
(2)  all obligations of such person evidenced by bonds, credit or loan 

agreements, notes, debentures or other similar instruments to the extent 
such obligations would appear as a liability upon the consolidated balance 
sheet of such a person in accordance with GAAP;  

  
 



(3)  indebtedness of such person created or arising under any conditional sale 
or other title retention agreement with respect to property acquired by such 
person (even if the rights and remedies of the seller or lender under such 
agreement in the event of default are limited to repossession or sale of 
such property), but excluding trade payables arising in the ordinary course 
of business;  

 
 (4)  All obligations and liabilities, contingent or otherwise, in respect of leases 

of the person required, in conformity with GAAP, to be accounted for as 
capitalized lease obligations on the consolidated balance sheet of the 
person;  

  
(5)  all net obligations of such person under or in respect of interest rate 

agreements, currency agreements or other swap, cap floor or collar 
agreements, hedge agreements, forward contracts or similar instruments or 
agreements or foreign currency, hedge, exchange or purchase or similar 
instruments or agreements;  

  
(6)  all indebtedness referred to in (but not excluded from) the preceding 

clauses (1) through (5) of other persons, the payment of which is secured 
by (or for which the holder of such indebtedness has an existing right, 
contingent or otherwise, to be secured by) any Lien on or with respect to 
property (including, without limitation, accounts and contract rights) 
owned by the referent person, even though such person has not assumed or 
become liable for the payment of such indebtedness (the amount of such 
obligation being deemed to be the lesser of the value of such property or 
asset or the amount of the obligation so secured);  

  
(7)  All guarantees by such person of indebtedness referred to in this definition 

or of any other person;  
  

(8)  All Redeemable Capital Stock of such person valued at the greater of its 
voluntary or involuntary maximum fixed purchase price plus accrued and 
unpaid dividends;  

  
(9)  the present value of the obligation of such person as lessee for net rental 

payments (excluding all amounts required to be paid on account of 
maintenance and repairs, insurance, taxes, assessments, water, utilities and 
similar charges to the extent included in such rental payments) during the 
remaining term of the lease included in any such sale and leaseback 
transaction including any period for which such lease has been extended 
or may, at the option of the lessor, be extended. Such present value shall 
be calculated using a discount rate equal to the rate of interest implicit in 
such transaction, determined in accordance with GAAP; and  

  



(10)  any and all refinancings, replacements, deferrals, renewals, extensions and 
refundings of or amendments, modifications or supplements to, any 
indebtedness, obligation or liability of the kind described in clauses (1) 
through (9) above.  

  
“Interest Payment Date” means the date specified in the Notes as the fixed date on which 
an installment of interest on the Notes is due and payable.  

  
“Interest Rate” means 10% (Ten percent) per annum.  

  
“Issue Date” of any Note means the date on which the Note was originally issued or 
deemed issued as set forth on the face of the Note.  

  
“Lien” means, with respect to any asset, any mortgage, lien, pledge, charge, security 
interest or encumbrance of any kind in respect of such asset given to secure Indebtedness, 
whether or not filed, recorded or otherwise perfected under applicable law (including any 
conditional sale or other title retention agreement, any lease in the nature thereof, any 
option or other agreement to sell or give a security interest in and any filing of or 
agreement to give any financing statement under the Uniform Commercial Code (or 
equivalent statutes) of any jurisdiction with respect to any such lien, pledge, charge or 
security interest).  

  
“Notes” mean the Company’s convertible Notes due May 3, 2011.  

  
“Officer” means the Chairman of the Board, the Vice Chairman, the Chief Executive 
Officer, the President, any Executive Vice President, any Senior Vice President, any Vice 
President, the Treasurer or the Secretary or any Assistant Treasurer or Assistant Secretary 
of the Company. 

 
“Officers’ Certificate” means a written certificate signed in the name of the Company by 
any one Officer, and delivered to the Agent 

 
“person” or “Person” means any individual, corporation, limited liability company, 
partnership, joint venture, association, joint-stock company, trust, unincorporated 
organization, or government or any agency or political subdivision thereof, including any 
subdivision or ongoing business of any such entity or substantially all of the assets of any 
such entity, subdivision or business.  

  
  “Principal” of a Note means the principal amount due on the Stated Maturity as set forth 

on the face of the Note.  
  
 
 
 
 



“Redeemable Capital Stock” means any class of the Company’s Capital Stock that, either 
by its terms, by the terms of any securities into which it is convertible or exchangeable or 
by contract or otherwise, is, or upon the happening of an event or passage of time would 
be, required to be redeemed (whether by sinking fund or otherwise) prior to the date that 
is 91 days after the Stated Maturity of the Notes or is redeemable at the option of the 
holder thereof at any time prior to such date.  Securities at any time prior to such date 
(unless it is convertible or exchangeable solely at the Company’s option).  

  
“Redemption Date” or “redemption date” means the date specified for redemption of the 
Notes in accordance with the terms of this Note.  

  
“Redemption Price” or “redemption price” shall have the meaning set forth in paragraph 
5 of this Note.  

  
“Regular Record Date” means, with respect to the interest payable on any Interest 
Payment Date, the close of business on the March 15 or September 15 (whether or not a 
Business Day), as the case may be, next preceding such Interest Payment Date.  

   
“Rule 144” means Rule 144 under the Securities Act (or any successor provision), as it 
may be amended from time to time.  

  
“Rule 144A” means Rule 144A under the Securities Act (or any successor provision), as 
it may be amended from time to time.  

  
“Sale Price” as of any date means the closing per share sale price (or if no closing sale 
price is reported, the average bid price and ask prices or, if more than one in either case, 
the average of the average bid and average ask prices) on such date on the Nasdaq 
National Market or such other principal United States securities exchange on which the 
Common Stock is traded or, if the Common Stock is not listed on a United States national 
or regional securities exchange, as reported by the National Association of Securities 
Dealers Automated Quotation System or by the National Quotation Bureau Incorporated. 
In the absence of a quotation, the Company will determine the sale price on the basis of 
such quotations as the Company considers appropriate.  

  
“SEC” means the Securities and Exchange Commission.  

  
“Securities Act” means the United States Securities Act of 1933 (or any successor 
statute), as amended from time to time.  

  
“Senior Indebtedness” means any Indebtedness of the Company, unless by the terms of 
the instrument creating or evidencing such Indebtedness, such Indebtedness is expressly 
designated equal or junior in right of payment to the Notes.  

  
Notwithstanding the foregoing, “Senior Indebtedness” shall not include:  

  
(a)  Indebtedness evidenced by the Notes;  



 (b) Indebtedness of the Company that by operation of law is subordinate to any 
general unsecured obligations of the Company;  

  
(c)  any liability for federal, state or local taxes or other taxes, owed by the Company.  

  
(d)  accounts payable or other liabilities owed or owing by the Company to trade 

creditors (including guarantees thereof or instruments evidencing such liabilities);  
  

(e)  amounts owed by the Company for compensation to employees or for services 
rendered to the Company;  

  
(f)  Indebtedness of the Company to any Subsidiary or any other Affiliate of the 

Company or any of such Affiliate’s Subsidiaries;  
  

(g)  Capital Stock of the Company, including Redeemable Capital Stock; and  
  

(h)  Indebtedness of the Company which, when incurred and without regard to any 
election under Section 1111(b) of Title 11 of the United States Code, is without 
recourse to the Company.  

  
“Significant Subsidiary” means any Subsidiary that would be, as of the date of the 
applicable action set forth in this Note, a “significant subsidiary” of the Company within 
the meaning of Rule 1-02(w) of Regulation S-X promulgated by the SEC.  

  
“Stated Maturity”, when used with respect to any Note, means the date specified in such 
Note as the fixed date on which the principal of such Note is due and payable.  

  
“Subsidiary” means, with respect to any Person, (i) a corporation, a majority of whose 
Capital Stock with voting power, under ordinary circumstances, to elect directors is, at 
the date of determination, directly or indirectly owned by such Person, by one or more 
Subsidiaries of such Person or by such Person and one or more Subsidiaries of such 
Person, (ii) a partnership in which such Person or a Subsidiary of such Person holds a 
majority interest in the equity capital or profits of such partnership, or (iii) any other 
entity (other than a corporation) in which such Person, a Subsidiary of such Person or 
such Person and one or more Subsidiaries of such Person, directly or indirectly, at the 
date of determination, has (x) at least a majority ownership interest or (y) the power to 
elect or direct the election of a majority of the directors or other governing body of such 
entity.  

  
  “Trading Day” means a day during which trading in securities generally occurs on the 

Nasdaq National Market or, if the Common Stock is not listed on a national or regional 
securities exchange, on the National Association of Securities Dealers Automated 
Quotation System, or, if the Common Stock is not quoted on the National Association of 
Securities Dealers Automated Quotation System, on the principal other market on which 
the Common Stock is then traded.  

  



  “United States” means the United States of America (including the States and the District 
of Columbia), its territories, its possessions and other areas subject to its jurisdiction (its 
“possessions” including Puerto Rico, the U.S. Virgin Islands, Guam, American Samoa, 
Wake Island and the Northern Mariana Islands).   

 
 
 
 
 
 
 
 
 
 
 



Week Ending 05/24/2013

GNCC Capital, Inc.

Monday
5/20/13

Closing Bid 0.0100

Closing Ask 0.0134

High 0.0135

Low 0.0088

Last Sale 0.0130

Volume 1,109,052

Dollar Volume 12,788

Reg Sho/Rule 4320 No

Tuesday
5/21/13

0.0090

0.0095

0.0130

0.0079

0.0090

5,552,770

50,855

No

Wednesday
5/22/13

0.0086

0.0090

0.0100

0.0085

0.0090

568,300

5,036

No

Thursday
5/23/13

0.0075

0.0080

0.0082

0.0074

0.0077

853,078

6,676

No

Friday
5/24/13

0.0073

0.0078

0.0086

0.0075

0.0075

662,500

5,242

No

Qtr 4
7/1/12-9/30/12

Closing Bid 0.0421

High Bid 0.0560

Low Bid 0.0160

High 0.0800

Low 0.0160

Last Sale 0.0421

Qtr 1
10/1/12-12/31/12

0.0130

0.0750

0.0115

0.0900

0.0101

0.0144

Qtr 2
1/1/13-3/31/13

0.0100

0.0300

0.0074

0.0350

0.0070

0.0100

Qtr 3
4/1/13-5/24/13

0.0073

0.0160

0.0072

0.0200

0.0055

0.0075

High Price

Low Price

Average Price

Average Daily

Dollar Volume

Number of

Median Price

Median Daily Volume

VWAP

52 Week High

52 Week Low

Shares Outstanding

Visit otciq.com for Weekly Time and Sales

Quarterly

Blue Sky

0.0135 (5/20/13)

0.0074 (5/23/13)

1,749,140

0.0094

0.0088

227

80,595

853,078

Contact Issuer Services to
Subscribe to the Blue Sky
Monitoring Service

0.0092

0.0075  -0.0032 (29.91%)  V 8,745,700

0.0900 (11/9/12)

0.0055 (4/25/13)

303.13 M

Weekly Activity

OTC Markets Group Inc.
304 Hudson St. 3rd

Page 1 of 2© Copyright 2013
OTC Markets Group Inc.
All Rights Reserved

T 212.896.4420
F 212.652.5920
E issuers@otcmarkets.

www.otciq.com


Week Ending 05/24/2013

GNCC Capital, Inc.

Volume By Market Participants Monthly information provided by

MPID Apr 2013 Vol Apr 2013 Vol% Mar 2013 Vol Mar 2013 Vol%

ATDF 110,000 2.41 10.471,103,624

CSTI 1,761,074 38.59 10.361,091,507

ETRF 1,822,683 39.94 22.172,337,050

NITE 456,523 10.00 42.794,510,085

UBSS 209,800 4.60 1.28134,500

VNDM 174,000 3.81 0.7073,500

WDCO 30,000 0.66 12.231,289,154

TOTAL 4,564,080 100 10,539,420 100

Short Interest Short interest provided by FINRA.

Date Short Interest % Change Avg. Daily Share Volume Days to Cover Split

5/15/13 20,076 100.0 556,503 1.0 No

4/30/13 0 -100.0 196,272 0.0 No

4/15/13 41,300 100.0 218,643 1.0 No

11/30/12 0 -100.0 336,973 0.0 No

11/15/12 310 100.0 92,849 1.0 No

12/15/11 0 -100.0 8,936 0.0 No

News & Financials
Type SubtitleRelease Date

Acquisition of "White Hills" Gold Properties in Arizona
5/20/13 Supplemental Information

Second Quarter Report for period ended March 31, 2013
5/20/13 Quarterly Report

OTC Markets Group Inc.
304 Hudson St. 3rd
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OTC Markets Group Inc.
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Week Ending 05/31/2013

GNCC Capital, Inc.

Monday
5/27/13

Closing Bid -

Closing Ask -

High -

Low -

Last Sale -

Volume -

Dollar Volume -

Reg Sho/Rule 4320 No

Tuesday
5/28/13

0.0060

0.0074

0.0075

0.0051

0.0060

1,516,278

9,209

No

Wednesday
5/29/13

0.0065

0.0070

0.0070

0.0052

0.0070

831,800

5,405

No

Thursday
5/30/13

0.0052

0.0068

0.0071

0.0048

0.0069

1,238,330

6,593

No

Friday
5/31/13

0.0070

0.0075

0.0068

0.0058

0.0068

236,534

1,577

No

Qtr 4
7/1/12-9/30/12

Closing Bid 0.0421

High Bid 0.0560

Low Bid 0.0160

High 0.0800

Low 0.0160

Last Sale 0.0421

Qtr 1
10/1/12-12/31/12

0.0130

0.0750

0.0115

0.0900

0.0101

0.0144

Qtr 2
1/1/13-3/31/13

0.0100

0.0300

0.0074

0.0350

0.0070

0.0100

Qtr 3
4/1/13-5/31/13

0.0070

0.0160

0.0052

0.0200

0.0048

0.0068

High Price

Low Price

Average Price

Average Daily

Dollar Volume

Number of

Median Price

Median Daily Volume

VWAP

52 Week High

52 Week Low

Shares Outstanding

*New 52 Week High/Low

Visit otciq.com for Weekly Time and Sales

Quarterly

Blue Sky

0.0075 (5/28/13)

0.0048 (5/30/13)*

955,735

0.0059

0.0056

71

22,781

1,035,065

Contact Issuer Services to
Subscribe to the Blue Sky
Monitoring Service

0.0060

0.0068  -0.0007 (9.33%)  V 3,822,942

0.0900 (11/9/12)

0.0048 (5/30/13)

303.13 M

Weekly Activity

OTC Markets Group Inc.
304 Hudson St. 3rd

Page 1 of 2© Copyright 2013
OTC Markets Group Inc.
All Rights Reserved

T 212.896.4420
F 212.652.5920
E issuers@otcmarkets.

www.otciq.com


Week Ending 05/31/2013

GNCC Capital, Inc.

Volume By Market Participants Monthly information provided by

MPID Apr 2013 Vol Apr 2013 Vol% Mar 2013 Vol Mar 2013 Vol%

ATDF 110,000 2.41 10.471,103,624

CSTI 1,761,074 38.59 10.361,091,507

ETRF 1,822,683 39.94 22.172,337,050

NITE 456,523 10.00 42.794,510,085

UBSS 209,800 4.60 1.28134,500

VNDM 174,000 3.81 0.7073,500

WDCO 30,000 0.66 12.231,289,154

TOTAL 4,564,080 100 10,539,420 100

Short Interest Short interest provided by FINRA.

Date Short Interest % Change Avg. Daily Share Volume Days to Cover Split

5/15/13 20,076 100.0 556,503 1.0 No

4/30/13 0 -100.0 196,272 0.0 No

4/15/13 41,300 100.0 218,643 1.0 No

11/30/12 0 -100.0 336,973 0.0 No

11/15/12 310 100.0 92,849 1.0 No

12/15/11 0 -100.0 8,936 0.0 No

OTC Markets Group Inc.
304 Hudson St. 3rd

Page 2 of 2© Copyright 2013
OTC Markets Group Inc.
All Rights Reserved

T 212.896.4420
F 212.652.5920
E issuers@otcmarkets.



Week Ending 06/07/2013

GNCC Capital, Inc.

Monday
6/3/13

Closing Bid 0.0050

Closing Ask 0.0072

High 0.0072

Low 0.0051

Last Sale 0.0072

Volume 170,700

Dollar Volume 1,027

Reg Sho/Rule 4320 No

Tuesday
6/4/13

0.0055

0.0071

0.0071

0.0052

0.0071

17,284

111

No

Wednesday
6/5/13

0.0110

0.0121

0.0150

0.0060

0.0110

1,847,723

19,769

No

Thursday
6/6/13

0.0080

0.0100

0.0129

0.0055

0.0100

997,350

10,633

No

Friday
6/7/13

0.0080

0.0100

0.0100

0.0080

0.0100

388,000

3,872

No

Qtr 4
7/1/12-9/30/12

Closing Bid 0.0421

High Bid 0.0560

Low Bid 0.0160

High 0.0800

Low 0.0160

Last Sale 0.0421

Qtr 1
10/1/12-12/31/12

0.0130

0.0750

0.0115

0.0900

0.0101

0.0144

Qtr 2
1/1/13-3/31/13

0.0100

0.0300

0.0074

0.0350

0.0070

0.0100

Qtr 3
4/1/13-6/7/13

0.0080

0.0160

0.0050

0.0200

0.0048

0.0100

High Price

Low Price

Average Price

Average Daily

Dollar Volume

Number of

Median Price

Median Daily Volume

VWAP

52 Week High

52 Week Low

Shares Outstanding

Visit otciq.com for Weekly Time and Sales

Quarterly

Blue Sky

0.0150 (6/5/13)

0.0051 (6/3/13)

684,211

0.0103

0.0100

87

35,411

388,000

Contact Issuer Services to
Subscribe to the Blue Sky
Monitoring Service

0.0104

0.0100  +0.0032 (47.06%)  V 3,421,057

0.0900 (11/9/12)

0.0048 (5/30/13)

303.13 M

Weekly Activity

OTC Markets Group Inc.
304 Hudson St. 3rd

Page 1 of 2© Copyright 2013
OTC Markets Group Inc.
All Rights Reserved

T 212.896.4420
F 212.652.5920
E issuers@otcmarkets.

www.otciq.com


Week Ending 06/07/2013

GNCC Capital, Inc.

Volume By Market Participants Monthly information provided by

MPID May 2013 Vol May 2013 Vol% Apr 2013 Vol Apr 2013 Vol%

ASCM 20,000 0.10 0.000

ATDF 390,000 1.96 2.41110,000

CANT 60,000 0.30 0.000

CSTI 7,687,020 38.65 38.591,761,074

ETRF 4,127,467 20.75 39.941,822,683

FANC 314,100 1.58 0.000

LAMP 20,000 0.10 0.000

MAXM 561,040 2.82 0.000

NITE 2,696,707 13.56 10.00456,523

PUMA 50,000 0.25 0.000

UBSS 2,121,000 10.66 4.60209,800

VERT 30,000 0.15 0.000

VFIN 127,000 0.64 0.000

VNDM 1,423,300 7.16 3.81174,000

WDCO 263,000 1.32 0.6630,000

TOTAL 19,890,634 100 4,564,080 100

Short Interest Short interest provided by FINRA.

Date Short Interest % Change Avg. Daily Share Volume Days to Cover Split

5/15/13 20,076 100.0 556,503 1.0 No

4/30/13 0 -100.0 196,272 0.0 No

4/15/13 41,300 100.0 218,643 1.0 No

11/30/12 0 -100.0 336,973 0.0 No

11/15/12 310 100.0 92,849 1.0 No

12/15/11 0 -100.0 8,936 0.0 No

OTC Markets Group Inc.
304 Hudson St. 3rd

Page 2 of 2© Copyright 2013
OTC Markets Group Inc.
All Rights Reserved

T 212.896.4420
F 212.652.5920
E issuers@otcmarkets.



Week Ending 06/14/2013

GNCC Capital, Inc.

Monday
6/10/13

Closing Bid -

Closing Ask -

High -

Low -

Last Sale -

Volume -

Dollar Volume -

Reg Sho/Rule 4320 No

Tuesday
6/11/13

0.0062

0.0070

0.0070

0.0070

0.0070

92,000

644

No

Wednesday
6/12/13

0.0062

0.0084

0.0062

0.0062

0.0062

3,000

19

No

Thursday
6/13/13

0.0062

0.0073

-

-

-

-

-

No

Friday
6/14/13

-

-

-

-

-

-

-

No

Qtr 4
7/1/12-9/30/12

Closing Bid 0.0421

High Bid 0.0560

Low Bid 0.0160

High 0.0800

Low 0.0160

Last Sale 0.0421

Qtr 1
10/1/12-12/31/12

0.0130

0.0750

0.0115

0.0900

0.0101

0.0144

Qtr 2
1/1/13-3/31/13

0.0100

0.0300

0.0074

0.0350

0.0070

0.0100

Qtr 3
4/1/13-6/14/13

0.0062

0.0160

0.0050

0.0200

0.0048

0.0062

High Price

Low Price

Average Price

Average Daily

Dollar Volume

Number of

Median Price

Median Daily Volume

VWAP

52 Week High

52 Week Low

Shares Outstanding

Visit otciq.com for Weekly Time and Sales

Quarterly

Blue Sky

0.0070 (6/11/13)

0.0062 (6/12/13)

31,666

0.0068

0.0070

6

662

47,500

Contact Issuer Services to
Subscribe to the Blue Sky
Monitoring Service

0.0070

0.0062  -0.0038 (38.00%)  V 95,000

0.0900 (11/9/12)

0.0048 (5/30/13)

303.13 M

Weekly Activity

OTC Markets Group Inc.
304 Hudson St. 3rd

Page 1 of 2© Copyright 2013
OTC Markets Group Inc.
All Rights Reserved

T 212.896.4420
F 212.652.5920
E issuers@otcmarkets.

www.otciq.com


Week Ending 06/14/2013

GNCC Capital, Inc.

Volume By Market Participants Monthly information provided by

MPID May 2013 Vol May 2013 Vol% Apr 2013 Vol Apr 2013 Vol%

ASCM 20,000 0.10 0.000

ATDF 390,000 1.96 2.41110,000

CANT 60,000 0.30 0.000

CSTI 7,687,020 38.65 38.591,761,074

ETRF 4,127,467 20.75 39.941,822,683

FANC 314,100 1.58 0.000

LAMP 20,000 0.10 0.000

MAXM 561,040 2.82 0.000

NITE 2,696,707 13.56 10.00456,523

PUMA 50,000 0.25 0.000

UBSS 2,121,000 10.66 4.60209,800

VERT 30,000 0.15 0.000

VFIN 127,000 0.64 0.000

VNDM 1,423,300 7.16 3.81174,000

WDCO 263,000 1.32 0.6630,000

TOTAL 19,890,634 100 4,564,080 100

Short Interest Short interest provided by FINRA.

Date Short Interest % Change Avg. Daily Share Volume Days to Cover Split

5/31/13 0 -100.0 1,251,735 0.0 No

5/15/13 20,076 100.0 556,503 1.0 No

4/30/13 0 -100.0 196,272 0.0 No

4/15/13 41,300 100.0 218,643 1.0 No

11/30/12 0 -100.0 336,973 0.0 No

11/15/12 310 100.0 92,849 1.0 No

OTC Markets Group Inc.
304 Hudson St. 3rd

Page 2 of 2© Copyright 2013
OTC Markets Group Inc.
All Rights Reserved

T 212.896.4420
F 212.652.5920
E issuers@otcmarkets.



Week Ending 06/21/2013

GNCC Capital, Inc.

Monday
6/17/13

Closing Bid 0.0068

Closing Ask 0.0073

High 0.0072

Low 0.0072

Last Sale 0.0072

Volume 44,400

Dollar Volume 320

Reg Sho/Rule 4320 No

Tuesday
6/18/13

0.0068

0.0073

0.0068

0.0068

0.0068

18,000

122

No

Wednesday
6/19/13

0.0084

0.0100

0.0145

0.0068

0.0110

4,343,030

51,261

No

Thursday
6/20/13

0.0072

0.0090

0.0130

0.0072

0.0072

3,130,813

33,691

No

Friday
6/21/13

0.0072

0.0084

0.0085

0.0072

0.0085

100,000

766

No

Qtr 4
7/1/12-9/30/12

Closing Bid 0.0421

High Bid 0.0560

Low Bid 0.0160

High 0.0800

Low 0.0160

Last Sale 0.0421

Qtr 1
10/1/12-12/31/12

0.0130

0.0750

0.0115

0.0900

0.0101

0.0144

Qtr 2
1/1/13-3/31/13

0.0100

0.0300

0.0074

0.0350

0.0070

0.0100

Qtr 3
4/1/13-6/21/13

0.0072

0.0160

0.0050

0.0200

0.0048

0.0085

High Price

Low Price

Average Price

Average Daily

Dollar Volume

Number of

Median Price

Median Daily Volume

VWAP

52 Week High

52 Week Low

Shares Outstanding

Visit otciq.com for Weekly Time and Sales

Quarterly

Blue Sky

0.0145 (6/19/13)

0.0068 (6/18/13)

1,527,248

0.0108

0.0110

143

86,158

100,000

Contact Issuer Services to
Subscribe to the Blue Sky
Monitoring Service

0.0113

0.0085  +0.0013 (18.06%)  V 7,636,243

0.0900 (11/9/12)

0.0048 (5/30/13)

303.13 M

Weekly Activity

OTC Markets Group Inc.
304 Hudson St. 3rd

Page 1 of 2© Copyright 2013
OTC Markets Group Inc.
All Rights Reserved

T 212.896.4420
F 212.652.5920
E issuers@otcmarkets.

www.otciq.com


Week Ending 06/21/2013

GNCC Capital, Inc.

Volume By Market Participants Monthly information provided by

MPID May 2013 Vol May 2013 Vol% Apr 2013 Vol Apr 2013 Vol%

ASCM 20,000 0.10 0.000

ATDF 390,000 1.96 2.41110,000

CANT 60,000 0.30 0.000

CSTI 7,687,020 38.65 38.591,761,074

ETRF 4,127,467 20.75 39.941,822,683

FANC 314,100 1.58 0.000

LAMP 20,000 0.10 0.000

MAXM 561,040 2.82 0.000

NITE 2,696,707 13.56 10.00456,523

PUMA 50,000 0.25 0.000

UBSS 2,121,000 10.66 4.60209,800

VERT 30,000 0.15 0.000

VFIN 127,000 0.64 0.000

VNDM 1,423,300 7.16 3.81174,000

WDCO 263,000 1.32 0.6630,000

TOTAL 19,890,634 100 4,564,080 100

Short Interest Short interest provided by FINRA.

Date Short Interest % Change Avg. Daily Share Volume Days to Cover Split

5/31/13 0 -100.0 1,251,735 0.0 No

5/15/13 20,076 100.0 556,503 1.0 No

4/30/13 0 -100.0 196,272 0.0 No

4/15/13 41,300 100.0 218,643 1.0 No

11/30/12 0 -100.0 336,973 0.0 No

11/15/12 310 100.0 92,849 1.0 No

OTC Markets Group Inc.
304 Hudson St. 3rd

Page 2 of 2© Copyright 2013
OTC Markets Group Inc.
All Rights Reserved

T 212.896.4420
F 212.652.5920
E issuers@otcmarkets.



Week Ending 06/28/2013

GNCC Capital, Inc.

Monday
6/24/13

Closing Bid 0.0065

Closing Ask 0.0081

High 0.0072

Low 0.0070

Last Sale 0.0070

Volume 335,017

Dollar Volume 2,372

Reg Sho/Rule 4320 No

Tuesday
6/25/13

0.0070

0.0080

0.0070

0.0069

0.0070

153,700

1,075

No

Wednesday
6/26/13

0.0053

0.0063

0.0080

0.0062

0.0063

490,700

3,196

No

Thursday
6/27/13

0.0055

0.0079

0.0056

0.0051

0.0055

862,501

4,717

No

Friday
6/28/13

0.0060

0.0070

0.0073

0.0056

0.0060

328,250

1,859

No

Qtr 4
7/1/12-9/30/12

Closing Bid 0.0421

High Bid 0.0560

Low Bid 0.0160

High 0.0800

Low 0.0160

Last Sale 0.0421

Qtr 1
10/1/12-12/31/12

0.0130

0.0750

0.0115

0.0900

0.0101

0.0144

Qtr 2
1/1/13-3/31/13

0.0100

0.0300

0.0074

0.0350

0.0070

0.0100

Qtr 3
4/1/13-6/28/13

0.0060

0.0160

0.0050

0.0200

0.0048

0.0060

High Price

Low Price

Average Price

Average Daily

Dollar Volume

Number of

Median Price

Median Daily Volume

VWAP

52 Week High

52 Week Low

Shares Outstanding

Visit otciq.com for Weekly Time and Sales

Quarterly

Blue Sky

0.0080 (6/26/13)

0.0051 (6/27/13)

434,033

0.0060

0.0060

30

13,215

335,017

Contact Issuer Services to
Subscribe to the Blue Sky
Monitoring Service

0.0061

0.0060  -0.0025 (29.41%)  V 2,170,168

0.0900 (11/9/12)

0.0048 (5/30/13)

303.13 M

Weekly Activity

OTC Markets Group Inc.
304 Hudson St. 3rd

Page 1 of 2© Copyright 2013
OTC Markets Group Inc.
All Rights Reserved
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Week Ending 06/28/2013

GNCC Capital, Inc.

Volume By Market Participants Monthly information provided by

MPID May 2013 Vol May 2013 Vol% Apr 2013 Vol Apr 2013 Vol%

ASCM 20,000 0.10 0.000

ATDF 390,000 1.96 2.41110,000

CANT 60,000 0.30 0.000

CSTI 7,687,020 38.65 38.591,761,074

ETRF 4,127,467 20.75 39.941,822,683

FANC 314,100 1.58 0.000

LAMP 20,000 0.10 0.000

MAXM 561,040 2.82 0.000

NITE 2,696,707 13.56 10.00456,523

PUMA 50,000 0.25 0.000

UBSS 2,121,000 10.66 4.60209,800

VERT 30,000 0.15 0.000

VFIN 127,000 0.64 0.000

VNDM 1,423,300 7.16 3.81174,000

WDCO 263,000 1.32 0.6630,000

TOTAL 19,890,634 100 4,564,080 100

Short Interest Short interest provided by FINRA.

Date Short Interest % Change Avg. Daily Share Volume Days to Cover Split

6/14/13 2,000 100.0 466,910 1.0 No

5/31/13 0 -100.0 1,251,735 0.0 No

5/15/13 20,076 100.0 556,503 1.0 No

4/30/13 0 -100.0 196,272 0.0 No

4/15/13 41,300 100.0 218,643 1.0 No

11/30/12 0 -100.0 336,973 0.0 No

OTC Markets Group Inc.
304 Hudson St. 3rd

Page 2 of 2© Copyright 2013
OTC Markets Group Inc.
All Rights Reserved

T 212.896.4420
F 212.652.5920
E issuers@otcmarkets.



Week Ending 07/05/2013

GNCC Capital, Inc.

Monday
7/1/13

Closing Bid 0.0061

Closing Ask 0.0070

High 0.0070

Low 0.0061

Last Sale 0.0061

Volume 217,500

Dollar Volume 1,329

Reg Sho/Rule 4320 No

Tuesday
7/2/13

0.0060

0.0068

0.0061

0.0061

0.0061

12,500

76

No

Wednesday
7/3/13

0.0060

0.0068

-

-

-

-

-

No

Thursday
7/4/13

-

-

-

-

-

-

-

No

Friday
7/5/13

0.0060

0.0067

0.0067

0.0055

0.0067

136,000

801

No

Qtr 1
10/1/12-12/31/12

Closing Bid 0.0130

High Bid 0.0750

Low Bid 0.0115

High 0.0900

Low 0.0101

Last Sale 0.0144

Qtr 2
1/1/13-3/31/13

0.0100

0.0300

0.0074

0.0350

0.0070

0.0100

Qtr 3
4/1/13-6/30/13

0.0060

0.0160

0.0050

0.0200

0.0048

0.0060

Qtr 4
7/1/13-7/5/13

0.0060

0.0060

0.0060

0.0067

0.0055

0.0067

High Price

Low Price

Average Price

Average Daily

Dollar Volume

Number of

Median Price

Median Daily Volume

VWAP

52 Week High

52 Week Low

Shares Outstanding

Visit otciq.com for Weekly Time and Sales

Quarterly

Blue Sky

0.0070 (7/1/13)

0.0055 (7/5/13)

91,500

0.0059

0.0060

8

2,205

136,000

Contact Issuer Services to
Subscribe to the Blue Sky
Monitoring Service

0.0060

0.0067  +0.0007 (11.67%)  V 366,000

0.0900 (11/9/12)

0.0048 (5/30/13)

303.13 M

Weekly Activity

OTC Markets Group Inc.
304 Hudson St. 3rd

Page 1 of 2© Copyright 2013
OTC Markets Group Inc.
All Rights Reserved

T 212.896.4420
F 212.652.5920
E issuers@otcmarkets.

www.otciq.com


Week Ending 07/05/2013

GNCC Capital, Inc.

Volume By Market Participants Monthly information provided by

MPID Jun 2013 Vol Jun 2013 Vol% May 2013 Vol May 2013 Vol%

ATDF 1,261,000 8.71 2.00390,000

CANT 20,000 0.14 0.3160,000

CSTI 7,616,250 52.61 39.417,687,020

ETRF 1,733,194 11.97 21.164,127,467

LAMP 20,000 0.14 0.1020,000

MAXM 198,716 1.37 2.88561,040

NITE 1,709,635 11.81 13.822,696,707

SUNR 20,900 0.14 0.000

UBSS 771,400 5.33 10.872,121,000

VERT 10,000 0.07 0.1530,000

VFIN 115,000 0.79 0.65127,000

VNDM 90,423 0.62 7.301,423,300

WDCO 909,000 6.28 1.35263,000

TOTAL 14,475,518 100 19,506,534 100

Short Interest Short interest provided by FINRA.

Date Short Interest % Change Avg. Daily Share Volume Days to Cover Split

6/14/13 2,000 100.0 466,910 1.0 No

5/31/13 0 -100.0 1,251,735 0.0 No

5/15/13 20,076 100.0 556,503 1.0 No

4/30/13 0 -100.0 196,272 0.0 No

4/15/13 41,300 100.0 218,643 1.0 No

11/30/12 0 -100.0 336,973 0.0 No

OTC Markets Group Inc.
304 Hudson St. 3rd

Page 2 of 2© Copyright 2013
OTC Markets Group Inc.
All Rights Reserved

T 212.896.4420
F 212.652.5920
E issuers@otcmarkets.



Week Ending 07/12/2013

GNCC Capital, Inc.

Monday
7/8/13

Closing Bid 0.0055

Closing Ask 0.0067

High 0.0067

Low 0.0055

Last Sale 0.0065

Volume 681,500

Dollar Volume 3,877

Reg Sho/Rule 4320 No

Tuesday
7/9/13

0.0043

0.0050

0.0055

0.0049

0.0049

237,150

1,230

No

Wednesday
7/10/13

0.0040

0.0055

0.0044

0.0040

0.0040

358,900

1,547

No

Thursday
7/11/13

0.0047

0.0055

0.0055

0.0055

0.0055

10,000

55

No

Friday
7/12/13

0.0036

0.0055

0.0047

0.0031

0.0045

310,000

1,334

No

Qtr 1
10/1/12-12/31/12

Closing Bid 0.0130

High Bid 0.0750

Low Bid 0.0115

High 0.0900

Low 0.0101

Last Sale 0.0144

Qtr 2
1/1/13-3/31/13

0.0100

0.0300

0.0074

0.0350

0.0070

0.0100

Qtr 3
4/1/13-6/30/13

0.0060

0.0160

0.0050

0.0200

0.0048

0.0060

Qtr 4
7/1/13-7/12/13

0.0036

0.0060

0.0036

0.0067

0.0031

0.0045

High Price

Low Price

Average Price

Average Daily

Dollar Volume

Number of

Median Price

Median Daily Volume

VWAP

52 Week High

52 Week Low

Shares Outstanding

*New 52 Week High/Low

Visit otciq.com for Weekly Time and Sales

Quarterly

Blue Sky

0.0067 (7/8/13)

0.0031 (7/12/13)*

319,510

0.0051

0.0050

26

8,041

310,000

Contact Issuer Services to
Subscribe to the Blue Sky
Monitoring Service

0.0050

0.0045  -0.0022 (32.84%)  V 1,597,550

0.0900 (11/9/12)

0.0031 (7/12/13)

303.13 M

Weekly Activity

OTC Markets Group Inc.
304 Hudson St. 3rd

Page 1 of 2© Copyright 2013
OTC Markets Group Inc.
All Rights Reserved

T 212.896.4420
F 212.652.5920
E issuers@otcmarkets.

www.otciq.com


Week Ending 07/12/2013

GNCC Capital, Inc.

Volume By Market Participants Monthly information provided by

MPID Jun 2013 Vol Jun 2013 Vol% May 2013 Vol May 2013 Vol%

ATDF 1,261,000 8.71 2.00390,000

CANT 20,000 0.14 0.3160,000

CSTI 7,616,250 52.61 39.417,687,020

ETRF 1,733,194 11.97 21.164,127,467

LAMP 20,000 0.14 0.1020,000

MAXM 198,716 1.37 2.88561,040

NITE 1,709,635 11.81 13.822,696,707

SUNR 20,900 0.14 0.000

UBSS 771,400 5.33 10.872,121,000

VERT 10,000 0.07 0.1530,000

VFIN 115,000 0.79 0.65127,000

VNDM 90,423 0.62 7.301,423,300

WDCO 909,000 6.28 1.35263,000

TOTAL 14,475,518 100 19,506,534 100

Short Interest Short interest provided by FINRA.

Date Short Interest % Change Avg. Daily Share Volume Days to Cover Split

6/28/13 0 -100.0 980,641 0.0 No

6/14/13 2,000 100.0 466,910 1.0 No

5/31/13 0 -100.0 1,251,735 0.0 No

5/15/13 20,076 100.0 556,503 1.0 No

4/30/13 0 -100.0 196,272 0.0 No

4/15/13 41,300 100.0 218,643 1.0 No

OTC Markets Group Inc.
304 Hudson St. 3rd

Page 2 of 2© Copyright 2013
OTC Markets Group Inc.
All Rights Reserved

T 212.896.4420
F 212.652.5920
E issuers@otcmarkets.



Week Ending 07/19/2013

GNCC Capital, Inc.

Monday
7/15/13

Closing Bid 0.0040

Closing Ask 0.0055

High 0.0055

Low 0.0040

Last Sale 0.0055

Volume 38,000

Dollar Volume 197

Reg Sho/Rule 4320 No

Tuesday
7/16/13

0.0040

0.0055

-

-

-

-

-

No

Wednesday
7/17/13

0.0055

0.0066

0.0055

0.0055

0.0055

6,666

37

No

Thursday
7/18/13

0.0070

0.0080

0.0080

0.0040

0.0080

2,452,750

15,612

No

Friday
7/19/13

0.0092

0.0096

0.0100

0.0080

0.0096

1,237,393

11,023

No

Qtr 1
10/1/12-12/31/12

Closing Bid 0.0130

High Bid 0.0750

Low Bid 0.0115

High 0.0900

Low 0.0101

Last Sale 0.0144

Qtr 2
1/1/13-3/31/13

0.0100

0.0300

0.0074

0.0350

0.0070

0.0100

Qtr 3
4/1/13-6/30/13

0.0060

0.0160

0.0050

0.0200

0.0048

0.0060

Qtr 4
7/1/13-7/19/13

0.0092

0.0092

0.0036

0.0100

0.0031

0.0096

High Price

Low Price

Average Price

Average Daily

Dollar Volume

Number of

Median Price

Median Daily Volume

VWAP

52 Week High

52 Week Low

Shares Outstanding

Visit otciq.com for Weekly Time and Sales

Quarterly

Blue Sky

0.0100 (7/19/13)

0.0040 (7/15/13)

746,961

0.0082

0.0086

55

26,867

637,696

Contact Issuer Services to
Subscribe to the Blue Sky
Monitoring Service

0.0072

0.0096  +0.0051 (113.33%)  V 3,734,809

0.0900 (11/9/12)

0.0031 (7/12/13)

303.13 M

Weekly Activity

OTC Markets Group Inc.
304 Hudson St. 3rd

Page 1 of 2© Copyright 2013
OTC Markets Group Inc.
All Rights Reserved

T 212.896.4420
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www.otciq.com


Week Ending 07/19/2013

GNCC Capital, Inc.

Volume By Market Participants Monthly information provided by

MPID Jun 2013 Vol Jun 2013 Vol% May 2013 Vol May 2013 Vol%

ATDF 1,261,000 8.71 2.00390,000

CANT 20,000 0.14 0.3160,000

CSTI 7,616,250 52.61 39.417,687,020

ETRF 1,733,194 11.97 21.164,127,467

LAMP 20,000 0.14 0.1020,000

MAXM 198,716 1.37 2.88561,040

NITE 1,709,635 11.81 13.822,696,707

SUNR 20,900 0.14 0.000

UBSS 771,400 5.33 10.872,121,000

VERT 10,000 0.07 0.1530,000

VFIN 115,000 0.79 0.65127,000

VNDM 90,423 0.62 7.301,423,300

WDCO 909,000 6.28 1.35263,000

TOTAL 14,475,518 100 19,506,534 100

Short Interest Short interest provided by FINRA.

Date Short Interest % Change Avg. Daily Share Volume Days to Cover Split

6/28/13 0 -100.0 980,641 0.0 No

6/14/13 2,000 100.0 466,910 1.0 No

5/31/13 0 -100.0 1,251,735 0.0 No

5/15/13 20,076 100.0 556,503 1.0 No

4/30/13 0 -100.0 196,272 0.0 No

4/15/13 41,300 100.0 218,643 1.0 No

OTC Markets Group Inc.
304 Hudson St. 3rd

Page 2 of 2© Copyright 2013
OTC Markets Group Inc.
All Rights Reserved

T 212.896.4420
F 212.652.5920
E issuers@otcmarkets.



Week Ending 07/26/2013

GNCC Capital, Inc.

Monday
7/22/13

Closing Bid 0.0095

Closing Ask 0.0098

High 0.0107

Low 0.0091

Last Sale 0.0098

Volume 893,500

Dollar Volume 8,845

Reg Sho/Rule 4320 No

Tuesday
7/23/13

0.0075

0.0084

0.0110

0.0075

0.0075

615,450

6,075

No

Wednesday
7/24/13

0.0075

0.0083

0.0083

0.0070

0.0083

17,203

143

No

Thursday
7/25/13

0.0086

0.0095

0.0110

0.0084

0.0095

1,235,413

12,007

No

Friday
7/26/13

0.0085

0.0086

0.0095

0.0084

0.0086

137,601

1,236

No

Qtr 1
10/1/12-12/31/12

Closing Bid 0.0130

High Bid 0.0750

Low Bid 0.0115

High 0.0900

Low 0.0101

Last Sale 0.0144

Qtr 2
1/1/13-3/31/13

0.0100

0.0300

0.0074

0.0350

0.0070

0.0100

Qtr 3
4/1/13-6/30/13

0.0060

0.0160

0.0050

0.0200

0.0048

0.0060

Qtr 4
7/1/13-7/26/13

0.0085

0.0095

0.0036

0.0110

0.0031

0.0086

High Price

Low Price

Average Price

Average Daily

Dollar Volume

Number of

Median Price

Median Daily Volume

VWAP

52 Week High

52 Week Low

Shares Outstanding

Visit otciq.com for Weekly Time and Sales

Quarterly

Blue Sky

0.0110 (7/23/13)

0.0070 (7/24/13)

579,833

0.0097

0.0099

108

28,303

615,450

Contact Issuer Services to
Subscribe to the Blue Sky
Monitoring Service

0.0098

0.0086  -0.0010 (10.42%)  V 2,899,167

0.0900 (11/9/12)

0.0031 (7/12/13)

303.13 M

Weekly Activity

OTC Markets Group Inc.
304 Hudson St. 3rd

Page 1 of 2© Copyright 2013
OTC Markets Group Inc.
All Rights Reserved

T 212.896.4420
F 212.652.5920
E issuers@otcmarkets.
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Week Ending 07/26/2013

GNCC Capital, Inc.

Volume By Market Participants Monthly information provided by

MPID Jun 2013 Vol Jun 2013 Vol% May 2013 Vol May 2013 Vol%

ATDF 1,261,000 8.71 2.00390,000

CANT 20,000 0.14 0.3160,000

CSTI 7,616,250 52.61 39.417,687,020

ETRF 1,733,194 11.97 21.164,127,467

LAMP 20,000 0.14 0.1020,000

MAXM 198,716 1.37 2.88561,040

NITE 1,709,635 11.81 13.822,696,707

SUNR 20,900 0.14 0.000

UBSS 771,400 5.33 10.872,121,000

VERT 10,000 0.07 0.1530,000

VFIN 115,000 0.79 0.65127,000

VNDM 90,423 0.62 7.301,423,300

WDCO 909,000 6.28 1.35263,000

TOTAL 14,475,518 100 19,506,534 100

Short Interest Short interest provided by FINRA.

Date Short Interest % Change Avg. Daily Share Volume Days to Cover Split

6/28/13 0 -100.0 980,641 0.0 No

6/14/13 2,000 100.0 466,910 1.0 No

5/31/13 0 -100.0 1,251,735 0.0 No

5/15/13 20,076 100.0 556,503 1.0 No

4/30/13 0 -100.0 196,272 0.0 No

4/15/13 41,300 100.0 218,643 1.0 No

OTC Markets Group Inc.
304 Hudson St. 3rd

Page 2 of 2© Copyright 2013
OTC Markets Group Inc.
All Rights Reserved

T 212.896.4420
F 212.652.5920
E issuers@otcmarkets.



Week Ending 08/02/2013

GNCC Capital, Inc.

Monday
7/29/13

Closing Bid 0.0061

Closing Ask 0.0094

High 0.0096

Low 0.0061

Last Sale 0.0096

Volume 1,082,520

Dollar Volume 7,321

Reg Sho/Rule 4320 No

Tuesday
7/30/13

0.0064

0.0077

0.0083

0.0060

0.0077

732,550

4,591

No

Wednesday
7/31/13

0.0077

0.0080

0.0096

0.0077

0.0080

1,593,567

14,065

No

Thursday
8/1/13

0.0065

0.0084

0.0120

0.0061

0.0084

860,742

6,960

No

Friday
8/2/13

0.0072

0.0077

0.0083

0.0070

0.0072

50,495

370

No

Qtr 1
10/1/12-12/31/12

Closing Bid 0.0130

High Bid 0.0750

Low Bid 0.0115

High 0.0900

Low 0.0101

Last Sale 0.0144

Qtr 2
1/1/13-3/31/13

0.0100

0.0300

0.0074

0.0350

0.0070

0.0100

Qtr 3
4/1/13-6/30/13

0.0060

0.0160

0.0050

0.0200

0.0048

0.0060

Qtr 4
7/1/13-8/2/13

0.0072

0.0095

0.0036

0.0120

0.0031

0.0072

High Price

Low Price

Average Price

Average Daily

Dollar Volume

Number of

Median Price

Median Daily Volume

VWAP

52 Week High

52 Week Low

Shares Outstanding

Visit otciq.com for Weekly Time and Sales

Quarterly

Blue Sky

0.0120 (8/1/13)

0.0060 (7/30/13)

863,974

0.0081

0.0082

123

33,303

860,742

Contact Issuer Services to
Subscribe to the Blue Sky
Monitoring Service

0.0077

0.0072  -0.0014 (16.28%)  V 4,319,874

0.0900 (11/9/12)

0.0031 (7/12/13)

303.13 M

Weekly Activity

OTC Markets Group Inc.
304 Hudson St. 3rd

Page 1 of 2© Copyright 2013
OTC Markets Group Inc.
All Rights Reserved

T 212.896.4420
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E issuers@otcmarkets.
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Week Ending 08/02/2013

GNCC Capital, Inc.

Short Interest Short interest provided by FINRA.

Date Short Interest % Change Avg. Daily Share Volume Days to Cover Split

6/28/13 0 -100.0 980,641 0.0 No

6/14/13 2,000 100.0 466,910 1.0 No

5/31/13 0 -100.0 1,251,735 0.0 No

5/15/13 20,076 100.0 556,503 1.0 No

4/30/13 0 -100.0 196,272 0.0 No

4/15/13 41,300 100.0 218,643 1.0 No

OTC Markets Group Inc.
304 Hudson St. 3rd

Page 2 of 2© Copyright 2013
OTC Markets Group Inc.
All Rights Reserved

T 212.896.4420
F 212.652.5920
E issuers@otcmarkets.



Week Ending 08/09/2013

GNCC Capital, Inc.

Monday
8/5/13

Closing Bid 0.0065

Closing Ask 0.0067

High 0.0080

Low 0.0055

Last Sale 0.0065

Volume 2,004,100

Dollar Volume 11,335

Reg Sho/Rule 4320 No

Tuesday
8/6/13

0.0044

0.0060

0.0065

0.0050

0.0050

264,000

1,484

No

Wednesday
8/7/13

0.0046

0.0050

0.0050

0.0050

0.0050

606,700

3,034

No

Thursday
8/8/13

0.0049

0.0064

0.0064

0.0047

0.0064

465,200

2,302

No

Friday
8/9/13

0.0049

0.0064

-

-

-

-

-

No

Qtr 1
10/1/12-12/31/12

Closing Bid 0.0130

High Bid 0.0750

Low Bid 0.0115

High 0.0900

Low 0.0101

Last Sale 0.0144

Qtr 2
1/1/13-3/31/13

0.0100

0.0300

0.0074

0.0350

0.0070

0.0100

Qtr 3
4/1/13-6/30/13

0.0060

0.0160

0.0050

0.0200

0.0048

0.0060

Qtr 4
7/1/13-8/9/13

0.0049

0.0095

0.0036

0.0120

0.0031

0.0064

High Price

Low Price

Average Price

Average Daily

Dollar Volume

Number of

Median Price

Median Daily Volume

VWAP

52 Week High

52 Week Low

Shares Outstanding

Visit otciq.com for Weekly Time and Sales

Quarterly

Blue Sky

0.0080 (8/5/13)

0.0047 (8/8/13)

668,000

0.0055

0.0054

59

18,152

535,950

Contact Issuer Services to
Subscribe to the Blue Sky
Monitoring Service

0.0054

0.0064  -0.0008 (11.11%)  V 3,340,000

0.0900 (11/9/12)

0.0031 (7/12/13)

303.13 M

Weekly Activity

OTC Markets Group Inc.
304 Hudson St. 3rd

Page 1 of 2© Copyright 2013
OTC Markets Group Inc.
All Rights Reserved
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F 212.652.5920
E issuers@otcmarkets.
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Week Ending 08/09/2013

GNCC Capital, Inc.

Volume By Market Participants Monthly information provided by

MPID Jul 2013 Vol Jul 2013 Vol% Jun 2013 Vol Jun 2013 Vol%

ATDF 1,448,455 12.06 9.351,261,000

CANT 169,008 1.41 0.1520,000

CDEL 313,500 2.61 0.000

CSTI 4,143,683 34.51 56.487,616,250

ETRF 2,078,771 17.31 12.851,733,194

NITE 1,630,826 13.58 12.681,709,635

SUNR 10,000 0.08 0.1520,900

VERT 105,000 0.87 0.0710,000

VFIN 1,610,000 13.41 0.85115,000

VNDM 448,420 3.73 0.6790,423

WDCO 48,500 0.40 6.74909,000

TOTAL 12,006,163 100 13,485,402 100

Short Interest Short interest provided by FINRA.

Date Short Interest % Change Avg. Daily Share Volume Days to Cover Split

6/28/13 0 -100.0 980,641 0.0 No

6/14/13 2,000 100.0 466,910 1.0 No

5/31/13 0 -100.0 1,251,735 0.0 No

5/15/13 20,076 100.0 556,503 1.0 No

4/30/13 0 -100.0 196,272 0.0 No

4/15/13 41,300 100.0 218,643 1.0 No

OTC Markets Group Inc.
304 Hudson St. 3rd

Page 2 of 2© Copyright 2013
OTC Markets Group Inc.
All Rights Reserved

T 212.896.4420
F 212.652.5920
E issuers@otcmarkets.



Week Ending 08/16/2013

GNCC Capital, Inc.

Monday
8/12/13

Closing Bid 0.0050

Closing Ask 0.0059

High 0.0064

Low 0.0049

Last Sale 0.0050

Volume 305,999

Dollar Volume 1,536

Reg Sho/Rule 4320 No

Tuesday
8/13/13

0.0040

0.0055

0.0052

0.0045

0.0052

530,170

2,623

No

Wednesday
8/14/13

0.0036

0.0050

0.0055

0.0053

0.0055

50,000

273

No

Thursday
8/15/13

0.0040

0.0050

-

-

-

-

-

No

Friday
8/16/13

0.0031

0.0045

0.0045

0.0036

0.0036

409,000

1,483

No

Qtr 1
10/1/12-12/31/12

Closing Bid 0.0130

High Bid 0.0750

Low Bid 0.0115

High 0.0900

Low 0.0101

Last Sale 0.0144

Qtr 2
1/1/13-3/31/13

0.0100

0.0300

0.0074

0.0350

0.0070

0.0100

Qtr 3
4/1/13-6/30/13

0.0060

0.0160

0.0050

0.0200

0.0048

0.0060

Qtr 4
7/1/13-8/16/13

0.0031

0.0095

0.0031

0.0120

0.0031

0.0036

High Price

Low Price

Average Price

Average Daily

Dollar Volume

Number of

Median Price

Median Daily Volume

VWAP

52 Week High

52 Week Low

Shares Outstanding

Visit otciq.com for Weekly Time and Sales

Quarterly

Blue Sky

0.0064 (8/12/13)

0.0036 (8/16/13)

259,033

0.0044

0.0045

32

5,913

357,499

Contact Issuer Services to
Subscribe to the Blue Sky
Monitoring Service

0.0046

0.0036  -  V 1,295,169

0.0900 (11/9/12)

0.0031 (7/12/13)

303.13 M

Weekly Activity

OTC Markets Group Inc.
304 Hudson St. 3rd

Page 1 of 2© Copyright 2013
OTC Markets Group Inc.
All Rights Reserved
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Week Ending 08/16/2013

GNCC Capital, Inc.

Volume By Market Participants Monthly information provided by

MPID Jul 2013 Vol Jul 2013 Vol% Jun 2013 Vol Jun 2013 Vol%

ATDF 1,448,455 12.06 9.351,261,000

CANT 169,008 1.41 0.1520,000

CDEL 313,500 2.61 0.000

CSTI 4,143,683 34.51 56.487,616,250

ETRF 2,078,771 17.31 12.851,733,194

NITE 1,630,826 13.58 12.681,709,635

SUNR 10,000 0.08 0.1520,900

VERT 105,000 0.87 0.0710,000

VFIN 1,610,000 13.41 0.85115,000

VNDM 448,420 3.73 0.6790,423

WDCO 48,500 0.40 6.74909,000

TOTAL 12,006,163 100 13,485,402 100

Short Interest Short interest provided by FINRA.

Date Short Interest % Change Avg. Daily Share Volume Days to Cover Split

6/28/13 0 -100.0 980,641 0.0 No

6/14/13 2,000 100.0 466,910 1.0 No

5/31/13 0 -100.0 1,251,735 0.0 No

5/15/13 20,076 100.0 556,503 1.0 No

4/30/13 0 -100.0 196,272 0.0 No

4/15/13 41,300 100.0 218,643 1.0 No

News & Financials
Type SubtitleRelease Date

Notification of Late Filing
8/15/13 Notification of Late Filing
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Week Ending 08/23/2013

GNCC Capital, Inc.

Monday
8/19/13

Closing Bid 0.0030

Closing Ask 0.0035

High 0.0043

Low 0.0030

Last Sale 0.0031

Volume 766,000

Dollar Volume 2,723

Reg Sho/Rule 4320 No

Tuesday
8/20/13

0.0031

0.0035

0.0035

0.0031

0.0035

743,365

2,383

No

Wednesday
8/21/13

0.0031

0.0032

0.0035

0.0035

0.0035

513,214

1,796

No

Thursday
8/22/13

0.0025

0.0030

0.0032

0.0030

0.0030

2,701,842

8,363

No

Friday
8/23/13

0.0026

0.0030

0.0030

0.0026

0.0026

1,185,000

3,534

No

Qtr 1
10/1/12-12/31/12

Closing Bid 0.0130

High Bid 0.0750

Low Bid 0.0115

High 0.0900

Low 0.0101

Last Sale 0.0144

Qtr 2
1/1/13-3/31/13

0.0100

0.0300

0.0074

0.0350

0.0070

0.0100

Qtr 3
4/1/13-6/30/13

0.0060

0.0160

0.0050

0.0200

0.0048

0.0060

Qtr 4
7/1/13-8/23/13

0.0026

0.0095

0.0025

0.0120

0.0026

0.0026

High Price

Low Price

Average Price

Average Daily

Dollar Volume

Number of

Median Price

Median Daily Volume

VWAP

52 Week High

52 Week Low

Shares Outstanding

*New 52 Week High/Low

Visit otciq.com for Weekly Time and Sales

Quarterly

Blue Sky

0.0043 (8/19/13)

0.0026 (8/23/13)*

1,181,884

0.0032

0.0031

78

18,797

766,000

Contact Issuer Services to
Subscribe to the Blue Sky
Monitoring Service

0.0032

0.0026  -0.0010 (27.78%)  V 5,909,421

0.0900 (11/9/12)

0.0026 (8/23/13)

303.13 M

Weekly Activity
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Week Ending 08/23/2013

GNCC Capital, Inc.

Volume By Market Participants Monthly information provided by

MPID Jul 2013 Vol Jul 2013 Vol% Jun 2013 Vol Jun 2013 Vol%

ATDF 1,448,455 12.06 9.351,261,000

CANT 169,008 1.41 0.1520,000

CDEL 313,500 2.61 0.000

CSTI 4,143,683 34.51 56.487,616,250

ETRF 2,078,771 17.31 12.851,733,194

NITE 1,630,826 13.58 12.681,709,635

SUNR 10,000 0.08 0.1520,900

VERT 105,000 0.87 0.0710,000

VFIN 1,610,000 13.41 0.85115,000

VNDM 448,420 3.73 0.6790,423

WDCO 48,500 0.40 6.74909,000

TOTAL 12,006,163 100 13,485,402 100

Short Interest Short interest provided by FINRA.

Date Short Interest % Change Avg. Daily Share Volume Days to Cover Split

6/28/13 0 -100.0 980,641 0.0 No

6/14/13 2,000 100.0 466,910 1.0 No

5/31/13 0 -100.0 1,251,735 0.0 No

5/15/13 20,076 100.0 556,503 1.0 No

4/30/13 0 -100.0 196,272 0.0 No

4/15/13 41,300 100.0 218,643 1.0 No
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