The Company closed m first tranche of $2.75 million and issued % Purchasers, in the aggregate, Debentures
in the face amount of $2.75 m . 100,000 shares of Common Stock, Warranis to acquire 229,167 shares of Common Stock
and CBS Warrants to acquire 70,000 CBS Shares. Consummation of the second and third tranches is conditioned upon,
among other things, achievement by the Company and CBS of certain mutually agreeable milestones and under certain
conditions, approval by the shareholders of Fidelity.

The Debentures are convertible into Commeon Stock of the Company at any time after the date of issue (subject to certain
volume limitations). Upon conversion, holders will be entitlied to receive a number of shares of Common Stock determined by
dividing the outstanding principal amount of the Debenfures by a conversion price equal to the lesser of 90% of the average
closing bid prices for the Common Stock during a defined period prior to conversion, and $4.20 (but in no event less than $3.00,
and subject to adjustment upon the occurence of certain dilutive events).

The Warrants are exercisable for shares of Common Stock of the Company. Upon exercise, hoiders will be entitled tc
receive shares of Common Stock for an exercise price of $4.20 per share. The Warrants will expire on January 25, 2004.

The CBS Warrants are exercisable for shares of Common Stock of CBS. Upon exercise, holders will be entitled to receive
shares of Common Stock for an exercise price of $0.001 per share. The CBS Warrants will expire on January 25, 2004.

In connection with this transaction, the Company also entered into a Registration Rights Agreement with the Purchaser: .

under which the Company is required to file a registration statement on Form S-3 by March 11, 1999, subject to certair.
specified exceptions, covering resales of the Conversion Shares and the Warrant Shares (the "Resale Registration
Statement™). Under the Registration Rights Agreement, the Company may be required to make cerlain payments to holders

of the Debentures as partial damages if, among other things, the Resale Registration Statement has not been declarec

effective by the Securities and Exchange Commission on or before July 8, 1998, subject to certain specified exceptions.

The net proceeds to the Company after payment of closing fees and expenses is $2,455,250. In connhection with the

placement of the Debentures, the Company also issued to Zanett Securities Corparation, the placement agent for the

transaction (the "Placement Agent”), and its assignees, 50,000 shares of the Company's Common Stock, 30,000 shares ¢

CBS Common Stock and warrants to purchase an aggregate of 114,583 shares of Common Stock at an exercise price eque

to $4.20 per share, which contain the same restrictions as the Warrants. All of the shares underlying the Placement Agen
warrants must be included in the Resale Registration Statement.

Use of Proceeds
The Company intends to use the net proceeds from the Offering primarily for developmental activities in it
telecommunications and plastics divisions, and also for working capital purposes of Fidelity and CBS, including the possibl:
acquisition of additional car dealerships.
Item 7. Financiai Statements, Pro Forma Financial Information and Exhibits
(C) Exhibits
The following exhibits, from which schedules and exhibits have been omitted and will be furnished to th
Cornmission upon its request, are filed with this report on Form 8-K.
411 - Form of Warrant
412 - Form of CBS Warrant
413 - Form of Debenture
10.60 -- Placement Agent Agreement, dated as of January 25,1999, between
Fidelity Holdings, Inc. and The Zanett Securities Corporation,
Claudio Guazzoni, David McCarthy, and Tony Mitbank
10.61 - Securities Purchase Agreement dated as of January 25,1999, By and
among Fidelity Holdings, Inc., Computer Business Sciences, Inc.,

Zanett Lombardier, Ltd., Goldman Sachs Performance Partners, L.P.,
Goldman Sachs Performance Partners, (Offshore) L.P., David McCarthy




and Bruno Gua‘ .

10.62 -- Registration Rights Agreement dated as of January 25,1999, by and
among Fidelity Holdings, Inc., Zanett Lombardier, Ltd., Goldman
Sachs Performance Partners, L.P., Goldman Sachs Performance
Partners, (Offshore) L.P., David McCarthy and Bruno Guazzoni.

SIGNATURE

Pursuant to the requirements of the Securities Exchange Act of 1934,
the Registrant has duly caused this report to be signed on its behaif by the undersigned hereunto duly authorized.

FIDELITY HOLDINGS, iNC.
(Registrant)

{s{ Daron Cohen
Doron Cohen, President

Dated: February 3, 1999

Exhibit 4.11

VOID AFTER 5:00 P.M., NEW YORK
CITY TIME, ON JANUARY 25, 2004
(UNLESS EXTENDED PURSUANT TO SECTION 2 HEREOF)

THIS WARRANT AND THE SHARES ISSUABLE UPON EXERCISE OF THIS WARRANT HAVE NOT BE:
REGISTERED UNDER THE SECURITIES ACT OF 1933, AS AMENDED (THE "SECURITIES ACT"), OR THE SECURITI
LAWS OF ANY STATE. THE SECURITIES REPRESENTED HEREBY MAY NOT BE OFFERED, SOLD OR OTHERWI:
TRANSFERRED UNLESS THE SECURITIES ARE REGISTERED UNDER THE SECURITIES ACT AND APPLICAB!
STATE SECURITIES LAWS, OR ANY SUCH OFFER, SALE OR TRANSFER IS MADE PURSUANT TO AN AVAILABI
EXEMPTION FROM THE REGISTRATION REQUIREMENTS OF THOSE LAWS.

Date: January 25, 1999 Right to Purchase
Shares of Common Stock

FIDELITY HOLDINGS, INC.
STOCK PURCHASE WARRANT

THIS CERTIFIES THAT, for value received, or its or his registered assigns is entit!
to purchase from Fidelity Holdings, Inc., a Nevada corporation {the "Company”), at any time or from time to time during -
period specified in Section 2 hereof, ( ) fully paid and nonassessable shares of
Company's Common Stock, par value $0.01 per share ("Common Stock™), at an exercise price per share equal to $4.20 (
"Exercise Price"). The number of shares of Common Stock purchasable hereunder (the "Warrant Shares™) and the Exerc
Price are subject to adjustment as provided in Section 4 hereof. The term "Warrants" means this Warrant and the oif
Warrants of the Company issued pursuant to that certain Securities Purchase Agreement, dated as of January 25, 1999,
and among the Company and the other signatories thereto (the "Securities Purchase Agreement") and/or that cert
Placement Agency Agreement of even date herewith between the Company and The Zanett Securities Corporation |
"Placement Agency Agreement™).




This Warrant is subject ‘ following terms, provisions and conditior.

1. Manner of Exercise; Issuance of Certificates; Payment for Shares. Subject to the provisions hereof, including, without
limitation, the limitations contained in Section 7 hereof, this Warrant may be exercised by the holder hereof, in whole or in part,
by the surrender of this Warrant, together with a completed exercise agreement in the form attached hereto (the

"Exercise Agreement”), to the Company by 11:59 p.m., New York time on any business day at the Company's principal
executive offices (or such other office or agency of the Company as it may designate by notice to the holder hereof), and upen
(i) payment to the Company in cash, by certified or official bank check or by wire transfer for the account of the Company, of
the Exercise Price for the Warrant Shares specified in the Exercise Agreement or (i) upon delivery to the Company of a written
notice of a Cashless Exercise for the Warmrant Shares specified in the Exercise Agreement. The Warrant Shares so purchased
shall be deemed to be issued to the holder hereof or such hofder's designee, as the record owner of such shares, as of the
close of business on the date on which this Warrant shall have been surrendered, the completed Exercise Agreement shall
have been delivered and payment shall have been made for such Warrant Shares as set forth above, or, if such date is not
a business date, on the next succeeding business day. Certificates for the Warrant Shares so purchased, representing the
aggregate number of shares specified in the Exercise Agreement, shall be delivered to the holder hereof within a reasonable
time, not exceeding two (2) business days, after this Warrant shall have been so exercised (the "Delivery Period”). The
certificates so delivered shall bear a standard restrictive legend and shall be in such denominations as may be requested by
the holder hereof and shall be registered in the name of such holder or such other name as shall be designated by such hoider.
If this Warrant shall have been exercised only in part, then, unless this Warrant has expired, the Company shall, at its expense,
at the time of defivery of such cerfificates, deliver to the holder a new Warrant representing the number of shares with respeci
to which this Warrant shall not then have been exercised.

If, at any time, a hoider of this Warrant submits this Warrant, an Exercise Agreement and payment to the Company of
the Exercise Price for each of the Warrant Shares specified in the Exercise Agreement, and the Company fails for any reasor
to deliver, on or prior to the fourth business day following the expiration of the Delivery Period for such exercise, the numbe: .
of shares of Common Stock to which the holder is entitled upon such exercise (an "Exercise Default"), then the Cormpany shal
pay to the holder payments ("Exercise Default Payments”) for an Exercise Default in the amount of (a) (N/365), muitiplied b*
{b) the difference between the Market Price (as defined in Section 4(l){ii) hereof) on the date the Exercise Agreement giving '
rise to the Exercise Default is transmitted in accordance with this Section 1 (the "Exercise Default Date") less the Exercis:
Price, multiplied by (c¢) the number of shares of Common Stock the Company failed to so deliver in such Exercise Defaul:
multiplied by (d) .24, where N = the number of days from the Exercise Default Date to the date that the Company effects th
full exercise of this Warrant which gave rise to the Exercise Default. The accrued Exercise Default Payment for each calende
month shall be paid in cash or shall be convertible into Common Stock at the Exercise Price, at the holder's option, as foilows

(a) In the event the holder elects to take such payment in cash, cash payment shall be made to holder by the fift
{5th) day of the month following the month in which it has accrued; and

‘ (b) In the event the holder elects to take such payment in Common Stock, the holder may convert such payme:
amount into Common Stock at the Exercise Price (as in effect at the time of conversion) at any time after the fifth (5th) day :
the month following the month in which it has accrued.

Nothing herein shall {imit the holder's right to pursue actual damages for the Company’s failure to maintain
sufficient number of authorized shares of Common Stock as required pursuant to the terms of Section 3(b) hereof, or
atherwise issue shares of Common Stock upaon exercise of this Warrant in accordance with the terms hereof, and the hold
shall have the right to pursue all remedies available at law or in equity (including a decree of specific performance and/ |
injunctive relief); provided that any such damages shall be reduced by the amount of the Exercise Default Payments.

2. Period of Exercise. This Warrant is exercisable at any time or from time to time on or after the date of the init
issuance of this Warrant (the "Issue Date") and before 5:00 p.m., New York City time, on the fifth (5th) year anniversary of t.
Issue Date (the "Exercise Period"). The Exercise Period shall automatically be extended by one (1) day for each day on whi
the Company does not have a number of shares of Comman Stock reserved for issuance upon exercise hereof at least eq'
to the number of shares of Common Stock issuable upon exercise hereof.

3. Certain Agreements of the Company. The Company hereby covenants and agrees as follows:

(a) Shares to be Fully Paid. All Warrant Shares will, upon issuance in accordance with the terms of this Warrz
be validly issued, fully paid, and nonassessable and free from ali taxes, liens, claims and encumbrances.




{b) Reservation Qwares. During the Exercise Period, the C’any shall at all times have authorized, anc
reserved for the purpose of isslance upon exercise ¢f this Warrant, a sufficient number of shares of Common Stock to provid:

for the exercise of this Warrant,

(¢) Listing. The Company shall promptly secure the listing of the shares of Common Stock issuable upon exercist.
of this Warrant upon each national securities exchange or automated quotation system, if any, upon which shares of Commor
Stock are then listed or become listed (subject to official notice of issuance upon exercise of this Warrant) and shall maintair.
50 long as any other shares of Common Stock shall be so listed or through the Exercise Period, whichever is shorter, suc:
listing of all shares of Common Stock from time to time issuable upon the exercise of this Wamrant; and the Company shall <.
list on each national securities exchange or autornated quotation systern, as the case may be, and shall maintain such listin:
of, any other shares of capital stock of the Company issuable upon the exercise of this Warmrant if and so long as any share
of the same class shalt be listed on such national securities exchange or automated quotation system; provided, however, the
the holder of this Warrant acknowledges that the rules of such national securities exchange or automated quotation syster
may under certain circumstances require shareholder approval for the issuance of Shares of Common Stock upon exercis
of this Warrant.

{d) Certain Actions Prohibited. The Company will not, by amendment of its charter or through any reorganizatior
transfer of assets, consolidation, merger, dissolution, issue or sale of securities, or any other voluntary action, avoid or see |
to avoid the observance or performance of any of the terms to be observed or performed by it hereunder, but will at all time
in goad faith assist in the carrying out of all the provisions of this Warmrant and in the taking of all such action as may reasonab
be requested by the holder of this Warrant in order to protect the exercise privilege of the holder of this Warrant against dilutic
or other impairment, consistent with the tenor and purpose of this Warrant. Without timiting the generality of the foregaing, tr
Company (i) will not increase the par value of any shares of Common Stock receivable upon the exercise of this Wamrant abov
the Exercise Price then in effect, and (ii) will take ali such actions as may be necessary or appropriate in order that t-
Company may validly and legally issue fully paid and nonassessable shares of Common Stock upon the exercise of th
Warrant.

(e} Successors and Assigns. This Warrant wiil be binding upon any entity succeeding to the Company by merge
consolidation or acquisition of all or substantially ail of the Company's assets.

{f) Blue Sky Laws. The Company shall, on or before the date of issuance of any Warrant Shares, take such actic.
as the Company shall reasonably determine are necessary to qualify the Warrant Shares for, or obtain exemption for ti
Warrant Shares for, sale to the holder of this Warrant upon the exercise hereof under applicable securities or "blue sky" la:
of the states of the United States, and shall provide evidence of any such action so taken to the holder of this Warrant pr’
to such date; provided, however, that the Company shall not be required to qualify as a foreign corporation or file a gene.
consent to service of process in any such jurisdiction.

4, Antidilution Provisions. During the Exercise Period, the Exercise Price and the number of Warrant Shares shaf!
subject to adjustment from time to time as provided in this Section 4. in the event that any adjustment of the Exercise Pri
as required herein results in a fraction of a cent, such Exercise Price shall be rounded up or down to the nearest cent.

(a) Adjustment of Exercise Price and Number of Shares upon [ssuance of Common Stock. Except as otherwi
provided in Sections 4(b)(iv), 4{c) and 4(e} hereof, if and whenever during the Exercise Period, after the Issue Date,
Company issues or sells, or in accordance with Section 4(b) hereof is deemed to have issued or sold, any shares of Comm:
Stock for no consideration or for a consideration per share less than the Market Price on the date of issuance (other than &
issuance pursuant to the Securities Purchase Agreement) (a "Dilutive Issuance™), then effective immediately upon the Dilut
Issuance, the Exercise Price will be adjusted in accordance with the following formula:

EE = E x O+PM
CsDO
where:
E = the adjusted Exercise Price;
E E the then current Exercise Price;
M = the then current Market Price (as defined in Section
Ay,
O = the number of shares of Common Stock outstanding




immedi prior to the Dilutive Issuance; .
P = theagg e consideration, calculated as set forth
in Section 4(b) hereof, received by the Company upon
such Dilutive Issuance; and
CSDO = the total number of shares of Common Stock Deemed
Qutstanding (as defined in Section 4(1)(i))
immediately after the Dilutive issuance.

{b) Effect on Exercise Price of Certain Events. For purposes of determining the adjusted Exercise Price under
Section 4{a) hereof, the following will be applicable:

(i) Issuance of Rights or Options. If the Company in any manner issues or grants any warrants, rights or
options, whether or not immediately exercisable, to subscribe for or to purchase Common Stock or other securities exercisable,
convertible into or exchangeable for Common Stock ("Convertible Securities”) (such warrants, rights and options to purchase
Common Stock or Convertible Securities are hereinafter referred to as "Options") and the price per share for which Common
Stock is issuable upon the exercise of such Options is less than the Market Price in effect on the date of issuance of such
Options ("Below Market Options”), then the maximum total number of shares of Common Stock issuable upon the exercise
of all such Below Market Options (assuming full exercise, conversion or exchange of Convertible Securities, if applicable) will,
as of the date of the issuance or grant of such Below Market Options, be deemed to be outstanding and to have been issued
and sold by the Company for such price per share. For purposes of the preceding sentence, the "price per share for which
Common Stock is issuable upon the exercise of such Below Market Options" is determined by dividing (i) the total amount,
if any, received or receivable by the Company as consideration for the issuance or granting of all such Below Market Options,
plus the minimum aggregate amount of additional consideration, if any, payable to the Company upon the exercise of all such
Below Market Options, plus, in the case of Convertible Securities issuable upon the exercise of such Below Market Options,
the minimum aggregate amount of additional consideration payable upon the exercise, conversion or exchange thereof at the
time such Convertible Securities first become exercisable, convertible or exchangeabile, by (ii) the maximum total number of
shares of Common Stock issuable upon the exercise of all such Below Market Options (assuming full conversion of Convertible
Securities, if applicable). No further adjustment to the Exercise Price will be made upon the actual issuance of such Common
Stock upon the exercise of such Below Market

Options or upon the exercise, conversion or exchange of Convertible Securities issuable upon exercise of such Below Market
Options.

{ii} Issuance of Convertible Securities.

(A) If the Company in any manner issues or sells any Convertible Securities, whether or not immediately
convertible {other than where the same are issuable upon the exercise of Options) and the price per share for which Common
Stock is issuable upon such exercise, conversion or exchange (as determined pursuant to Section 4(b)(ii)(B) if applicable) is
less than the Market Price in effect on the date of issuance of such Convertible Securities, then the maximum total number
of shares of Common Stock issuable upon the exercise, conversion or exchange of all such Convertible Securities will, as of
the date of the issuance of such Convertible Securities, be deemed to be outstanding and to have been issued and sold by
the Company for such price per share. For the purposes of the preceding sentence, the "price per share for which Common
Stock is issuable upon such exercise, conversion or exchange" is determined by dividing (i) the total amount, if any, received
or receivable by the Company as consideration for the issuance or sale of all such Convertible Securities, plus the minimum
aggregate amount of additional consideration, if any, payable to the Company upon the exercise, conversion or exchange
thereof at the time such Convertible Securities first become exercisable, convertible or exchangeable, by (i) the maximum total
number of shares of Common Stock issuable upon the exercise, conversion or exchange of all such Convertible Securities.
No further adjustment to the Exercise Price will be made upon the actual issuance of such Common Stock upon exercise,
conversion or exchange of such Convertible Securities.

(B) if the Company in any manner issues or sells any Convertible Securities with a fluctuating conversion
or exercise price or exchange ratio (a "Variable Rate Convertible Security”), then the "price per share for which Common Stock
is issuable upon such exercise, conversion or exchange” for purposes of the calculation contemplated by Section 4(b)(ii)(A)
shall be deemed to be the lowest price per share which would be applicable (assuming all holding period and other conditions
to any discounts contained in such Convertible Security have been satisfied} if the Market Price in effect on the date of
issuance of such Convertible Security was 75% of the Market Price in effect on such date (the "Assumed Variable Market
Price"). Further, if the Market Price in effect at any time or times thereafter is less than or equal to the Assumed Variable Market
Price last used for making any adjustment under this Section 4 with respect to any Variable Rate Convertible Security, the
Exercise Price in effect at such time shall be readjusted to equal the Exercise Price which would have resuilted if the Assumec




Variable Market Price in effec e time of issuance of the Variable Rate C rtible Security had been 75% of the Market
Price in effect at the time of thEg@@justment required by this sentence.

(i) Change in Option Price or Conversion Rate. If there is a change at any time in (i) the amount of additional
consideration payable to the Company upon the exercise of any Options; (i) the amount of additional consideration, if any,
payable to the Company upon the exercise, conversion or exchange of any Convertible Securities; or (iii) the rate at which any
Convertible Securities are convertible into or exchangeable for Common Stock (in each such case, other than under or by
reason of provisions designed to protect against dilution), the Exercise Price in effect at the time of such change will be
readjusted to the Exercise Price which would have been in effect at such time had such Options or Convertible Securities still
outstanding provided for such changed additional consideration or changed conversion rate, as the case may be, at the time
initially granted, issued or sold.

(iv) Treatment of Expired Options and Unexercised Convertible Securities. If, in any case, the total number
of shares of Common Stock issuable upon exercise of any Option or upon exercise, conversion or exchange of any Convertible
Securities is not, in fact, issued and the rights to exercise such Opfion or to exercise, convert or exchange such Convertible
Securities shall have expired or terminated, the Exercise Price then in effect will be readjusted to the Exercise Price which
would have been in effect at the time of such expiration or termination had such Option or Convertible Securities, to the extent
outstanding immediately prior to such expiration or termination (other than in respect of the actual number of shares of
Common Stock issued upon exercise or conversion thereof), never been issued.

(v) Calculation of Consideration Received. If any Common Stock, Options or Convertible Securities are issued,
granted or sold for cash, the consideration received therefor for purposes of this Warrant will be the amount received by the
Company therefor, before deduction of reasonable commissions, underwriting discounts or allowances or other reasonable
expenses paid or incurred by the Company in connection with such issuance, grant or sale. In case any Common Stock,
QOptions or Convertible Securities are issued or sold for a consideration part or all of which shali be other than cash, the amount
of the consideration other than cash received by the Company will be the fair market value of such consideration, except where
such consideration consists of securities, in which case the amount of consideration received by the Company will be the
Market Price thereof as of the date of receipt. In case any Common Stock, Options or Convertible Securities are issued in
connection with any merger or consolidation in which the Company is the surviving corporation, the amount of consideration
therefor will be deemed to be the fair market vaiue of such portion of the net assets and business of the non-surviving
corporation as is attributable to such Common Stock, Options or Convertible Securities, as the case may be. The fair market
value of any consideration other than cash or securities will be determined in good faith by an investment banker or other
appropriate expert of national reputation selected by the Company and reasonably acceptable to the holder hereof, with the
costs of such appraisal to be borme by the Company.

(vi) Exceptions to Adjustment of Exercise Price. No adjustment to the Exercise Price will be made (i) upon the
exercise or conversion of any warrants, options, subscriptions, convertibie notes, convertible debentures, convertible preferred
stock or other convertible securities issued and outstanding on the First Closing Date (as defined in the Securities Purchase
Agreement) as set forth on Schedule 3(a)(iii} of the Securities Purchase Agreement in accordance with the terms of such
securities as of such date; (i) upon the grant or exercise of any stock or options which may hereafter be granted or exercised
under any employee benefit plan of the Company now existing or to be implemented in the future, or upon grant or exercise
of any stock or options to or by any officer, director, employee, agent, consuitant or other entity providing services to the
Company, whether or not under a plan, so long as the issuance of such stock or options is approved by a majority of the non-
employee members of the Board of Directors of the Company or a majority of the members of a committee of non-employee
directors established for such purpose; (iii) upon the issuance of any Debentures (as such term is defined in the Securities
Purchase Agreement) or Warrants issued or issuable in accordance with the terms of the Securities Purchase Agreement; (iv)
upon conversion of the Debentures or exercise of the Warrants; (v) upon the issuance of securities in connection with an
underwritten public offering of the Company; {(vi) upon the issuance of securities in connection with any merger, acquisition
or consolidation, or purchase of assets or business from another person, so lang as the Company is the surviving corporation;
(vii) upon the issuance of securities issued as the result of anti-dilution rights granted to a third party; (viii} in connection with
the issuance of securities upon the exercise of warrants or other rights granted as "equity kickers” to the holders of Senior
Indebtedness {as defined in the Debentures); and (ix) upon exercise of the Placement Agent's Warrants.

{c) Subdivision or Combination of Common Stock. If the Company, at any time during the Exercise Period
subdivides (by any stock split, stock dividend, recapitalization, reorganization, reclassification or otherwise) its shares of
Common Stock into a greater number of shares, then, after the date of record for effecting such subdivision, the Exercise Price
in effect immediately prior to such subdivision will be proporticnately reduced. If the Company, at any time during the Exercise
Period, combines (by reverse stock split, recapitalization, reorganization, reclassification or otherwise) its shares of Common
Stock into a smaller number of shares, then, after the date of record for effecting such combination, the Exercise Price in effect
immediately prior to such combination will be proportionately increased.




(d) Adjustment in Number of Shares. Upon each adjustment of thegercise Price pursuant to the provision
Section 4, the number of shares of Common Stack issuable upon exercise of this Warrant and for which this Warrant is
become exercisable shalt be adjusted by multiplying a number equal to the Exercise Price in effect immediately prior
adjustment by the number of shares of Common Stock issuable upon exercise of this Warrant and for which this Wa
or may become exercisable immediately prior to such adjustment and dividing the product so obtained by the adjusted £
Price.

{e) Consolidation or Merger. In case of any consolidation of the Company with, or merger of the Company ink
other corporation, or in case of any sale or conveyance of all or substantially all of the assets of the Company at any
during the Exercise Period, then as a condition of such consolidation, merger or safe or conveyance, adequate provisio)
be made whereby the helder of this Warrant will have the right to acquire and receive upon exercise of this Warrant in lie
the shares of Common Stock immediately theretofore acquirable upon the exercise of this Warrant, such shares of st
securities, cash or assets as may be issued or payable with respect to or in gxchange for the number of shares of Comr
Stock immediately theretofore acquirable and receivable upon exercise of this Warrant had such consolidation, merger, s
of conveyance not taken place. In any such case, the Company will make appropriate provision to insure that the provisic
of this Section 4 hereof will thereafter be applicable as nearly as may be in relation to any shares of stock or seguritt
thereafter deliverable upon the exercise of this Warrant. The Company will not effect any consolidation, merger, sale
conveyance unless prior io the consummation thereof, the successor corporation {if other than the Company) assumes t
written instrument the obligations under this Warmrant and the obligations to deliver to the holder of this Warrant such share
of stock, securities or assets as, in accordance with the foregoing provisions, the holder may be entiffed to acquire
Notwithstanding the foregoing, in the event of any consolidation of the Company with, or merger of the Company into, any oths
corporation, or the sale or conveyance of all or substantially all of the assets of the Company, at any time during the Exercise
Period, the holder of the Warrant shall, at its option, have the right to receive, in connection with such transaction, casi
consideration equal to the fair market value of this Warrant as determined in accordance with custornary valuation methodolog:
used in the investment banking industry.

{f) Distribution of Assets. In case the Company shalt declare or make any distribution of its assets (or rights &
acquire its agsets} to holders of Common Stock as a dividend, by way of retumn of capital or otherwise (including any dividen
or distribution to the Company’s shareholders of cash or shares (or rights to acquire shares) of capital stock of a subsidian
{a "Distribution”}, at any time during the Exercise Period, then the holder of this Warrant shail be entitied upon exercise of th
Warrant for the purchase of any or all of the shares of Common Stock subject hereto, lo receive the amount of such asse!
{or rights) which would have been payabile to the hoider had such holder been the holder of such shares of Commeon Stoc
on the record date for the determination of shareholders entitied to such Distribution.

(g) Notice of Adjustment. Upon the cecurrence of any event which reguires any adjustment of the Exercise Pric.
then, and int each such case, the Company shall give notice thersof 1o the holder of this Warrant, which notice shall stale t
Exercise Price resulting from such adjustment and the increase or decrease in the number of Warrant Shares purchasab
at such price upon exercise, setting forth in reasonable detail the method of calculation and ihe facts upon which suc
calcutation is based. Such ¢alculation shall be certified by the chief financial officer of the Company.

{h) Minimum Adjustment of Exercise Price. No adjustment of the Exercise Price shall be made in an amount of te:
than 1% of the Exercise Price in effect at the time such adjustment is otherwisa required to be made, but any such less
adjustment shall be carried forward and shall be made at the time and together with the next subsequent adjustment whic
together with any adjustments so carried forward, shalt amount to not iess than 1% of such Exercise Price.

{i) No Fractional Shares. No fractional shares of Commaon Stock are to be issued upon the exercise of this Warra
but the Company shall pay g cash adjustment in respect of any fractional share which would otherwise be issuable in ¢
amount equal ta the same fraction of the Market Price of a share of Common Stack on the date of such exercise.

{i} Qther Notices. In case at any time:

(i} the Company shall declare any dividend upon the Common Stock payable in shares of stock of any ¢l
or make any other distribution (ather than dividends or distributions payabie in cash out of retained earnings consistent w
the Company's past practices with respect to declaring dividends and making distributions} to the holders of the Comm
Stock;

(i} the Company shall offer for subscription pro rata to the holders of the Common Stock any additional sha !
of stock of any class or other righis; .



{iii) there s!e any capital reorganization of the Com;., or reclassification of the Common Stock, ¢
consolidation or merger of th& Company with or into, or sale of all or substantiaily ail of its assets to, another corporation ¢
entity; or

(iv) there shalil be a voluntary or involuntary dissolution, liquidation or winding-up of the Company;

then, in each such case, the Company shall give to the holder of this Warrant (a) nofice of the date on which the books of th
Company shall close or a record shall be taken for determining the holders of Common Stock entitled to receive any suc
dividend, distribution, or subscription rights or for determining the holders of Common Stack entitled to vote in respect of ar
such reorganization, reclassification, consolidation, merger, sale, dissolution, liquidation or winding-up and (b) in the case ¢
any such reorganization, reclassification, consolidation, merger, sale, dissolution, liquidation or winding-up, notice of the dat
(or, if not then known, a reasonable estimate thereof by the Company) when the same shall take piace. Such notice shall als
specify the date on which the holders of Common Stock shall be entitled to receive such dividend, distribution, or subscriptic
rights or to exchange their Common Stock for stock or other securities or property deliverable upon such reorganizatior

reclassification, consolidation, merger, sale, dissolution, liquidation, or winding-up, as the case may be. Such notice shall &

given at least twenty (20) days prior to the record date or the date on which the Company's books are closed in respect theretr
Failure to give any such notice or any defect therein shall not affect the validity of the praceedings referred to in clauses (i
(i), (iii} and {iv) above. Notwithstanding the foregoing, the Company shall publicly disclose the substance of any notic
delivered hereunder prior to delivery of such notice to the holder of this Warrant.

{k) Certain Events. If, at any time after the Issue Date, any event accurs of the type contemplated by the adjustme:
provisions of this Section 4 but not expressly provided
for by such provisions, the Company will give notice of such event as provided in Section 4(g) hereof, and the Company
Board of Directors will make an appropriate adjustment in the Exercise Price and the number of shares of Common Stoc
acquirable upon exercise of this Warrant so that the rights of the holder shall be neither enhanced nor diminished by suc
event.

() Certain Definitions.

(i} "Common Stock Deemed Qutstanding” shaill mean the number of shares of Common Stock actuz.
outstanding (not including shares of Common Stock held in the treasury of the Company), plus (x) in the case of a
adjustment required by Section 4{a) resulting from the issuance of any Options, the maximum total number of shares
Common Stock issuable upon the exercise of the Options for which the adjustment is required (including any Commoen Ste
issuable upon the conversion of Convertible Securities issuable upon the exercise of such Options), and (y) in the case of 2:
adjustment required by Section 4(a) resulting from the issuance of any Convertible Securities, the maximum total number
shares of Common Stock issuable upon the exercise, conversion or exchange of the Convertible Securities for which t:
adiustment is required, as of the date of issuance of such Convertible Securities, if any. Except as specifically provided by t:
foregoing, no other derivative securities {(and underiying shares) shall be deemed outstanding for purposes of this definitic

(i) "Market Price,” as of any date, (i) means the average of the closing bid prices for the shares of Comm:
Stock as reported on thé Nasdaq SmaliCap Market by Bioomberg Financial Markets ("Bioomberg”} for the five (5) consecut:
trading days immediately preceding such date, or (i) if the Nasdagq SmallCap Market is not the principal trading market for {
shares of Common Stock, the average of the closing bid prices reported by Bloomberg on the principal trading market for
Common Stock during the same period, or, if there is no bid price for such period, the last reported price reported by Bloombe
for such pericd, or (iii} if the foregoing do not apply, the last closing bid price of such security in the over-the-counter mari

on the pink sheets or bulletin board for such security as reported by Bloomberg, or if no closing bid price is so reported for su
security, the last closing trade price of such security as reported by Bloomberg, or (iv) if market value cannot be calculat
as of such date on any of the foregoing bases, the Market Price shall be the average fair market value as reasonai _
determined by an investment banking firm selected by the Company and reasonably acceptable to the holder, with the co
of the appraisal to be borne by the Company. The manner of determining the Market Price of the Common Stock set fortt.
the foregoing definition shali apply with respect to any other security in respect of which a determination as to market va: -
must be made hereunder.

(iii) "Common Stock,” for purposes of this Section 4, includes the Common Stock and any additional class
stock of the Company having no preference as fo dividends or distributions on liquidation, provided that the shares purchasz
pursuant to this Warrant shall inciude only Common Stock in respect of which this Warrant is exercisabie, or shares result
from any subdivision or combination of such Common Stock, or in the case of any reorganization, reciassificati
consolidation, merger, or sale of the character refefred to in Section 4{e) hereof, the stock or other securities or prop:
provided for in such Section.




5. lssue Tax. The issrﬁ of certificates for Warrant Shares upon t.xercise of this Warrant shall be made withoL
charge to the holder of this Warrant or such shares for any issuance tax or other costs in respect thereof, provided that th
Company shall not be required to pay any tax which may be payable in respect of any transfer involved in the issuance an
delivery of any certificate in a name other than the holder of this Warrant.
I

6. No Rights or Liabilities as a Stockholder. This Warrant shall not entitle the holder hereof to any voting rights or othe
rights as a stockholder of the Company. No provision of thls Warrant, in the absence of affirmative action by the holder herec |
to purchase Warrant Shares, and no mere enumeration herein of the rights or privileges of the hoider hereof, shall give ris '
to any ltability of such holder for the Exercise Price or as a :stockholder of the Company, whether such liability is asserted - :
the Company or by creditors of the Company. | '

7. Transfer, Exchange, Redemption and Replacement of Warrant.
|

(a) Restriction on Transfer. This Warrant and the rights granted to the holder hereof are transferable, in whole ¢
in part, upon surrender of this Warrant, together with a properly executed assignment in the form attached hereto, at the offic
or agency of the Company referred to in Section 7(e) beIow provided, however, that any transfer or assignment shalt b '
subject to the conditions set forth in Sections 7(f) and (g) hereof and to the provisions of Sections 2(f) and (g} of the Securitie
Purchase Agreement. Until due presentment for reglstratlon of transfer on the books of the Company, the Company may tre:
the registered holder hereof as the owner and holder hereof for all purposes, and the Company shall not be affected by ar
notice to the contrary. Notwithstanding anything to the contrary contained herein, the registration rights described in Sectic
8 hereof are assignable only in accordance with the prov:sllons of the Registration Rights Agreement.

{(b) Warrant Exchangeable for Different Denomlnatlons This Warrant is exchangeable, upon the surrender here:
by the holder hereof at the office or agency of the Company referred to in Section 7{e) below, for new Warrants of like tenc
of different denominations representing in the aggregate the right to purchase the number of shares of Common Stock whic
may be purchased hereunder, each of such new Warrantsito represent the right to purchase such number of shares as shc .
be designated by the holder hereof at the time of such sur'render !

(c) Replacement of Warrant. Upon receipt of ewdence reasonably satisfactory to the Company of the loss, the
destruction, or mutilation of this Warrant and, in the case of any such loss, theft, or destruction, upon delivery of an indemni
agreement reason ably satisfactory in form and amount to the Company, or, in the case of any such mutilation, upon surrenc
and cancellation of this Warrant, the Company, at its expense, will execute and deliver, in lieu thereof, a new Warrant of lii
tenor. I

|

(d) Cancellation; Payment of Expenses. Upon the surrender of this Warrant in connection with any transfe
exchange, or replacement as provided in this Section T,| this Warrant shall be promptly canceled by the Company. Tt
Company shall pay all taxes (other than securities transfer taxes) and all other expenses (other than legal expenses, if ar.
incurred by the Holider or transferees) and charges payable in connection with the preparation, execution, and delivery
Warrants pursuant to this Section 7. The Company shall mdemnlfy and reimburse the holder of this Warrant for all costs ar
expenses (including legal fees) incurred by such holder |n: connection with the enforcement of its rights hereunder.

(e) Warrant Register. The Company shall maintlain atits principal executive offices (or such other office or agen
of the Company as it may designate by notice to the holder hereof), a register for this Warrant, in which the Company sh
record the name and address of the person in whose name this Warrant has been issued, as well as the name and addre.
of each transferee and each prior owner of this Warrant. |

{f) Exercise or Transfer Without Registration. If, at the time of the surrender of this Warrant in connection with 2.
exercise, transfer, or exchange of this Warrant, this Warrant (or, in the case of any exercise, the Warrant Shares issuat
hereunder), shall not be registered under the Securities| Act and under applicable state securities or biue sky laws, ¢
Company may require, as a condition of allowing such exercise, transfer, or exchange, (i) that the holder or transferee of tt
Warrant, as the case may be, furish to the Company a written opinion of counsel (which opinion shall be in form, substar:
and scope customary for opinions of counsel in comparable transactions) to the effect that such exercise, fransfer, or exchar
may be made without registration under the Securities Act and under applicable state securities or blue sky laws (the cost
which shall be borne by the Company if the Company's counsel renders such opinion and up to $250 of such cost shall
borne by the Company if the holder's counsei is requested to render such opinion), (i) that the holder or transferee exect
and deliver to the Company an investment letter in form and substance acceptable to the Company and (jii} that the transfer
be an "accredited investor” as defined in Rule 501(a) promulgated under the Securities Act; provided that no such opinic
letter or status as an "accredited investor” shall be required in connection with any transfer pursuant to Rule 144 under ¢
Securities Act.




{g) Additional Re&ns on Exercise or Transfer. Notwithsta’ anything contained herein to the contrary,
unless the waiver contemplated by the last sentence of this Subsect:on {0) is delivered, this Warrant shall not be exercisable
by a holder hereof ta the extent (but only to the extent) that (a) the number of shares of Common Stock beneficially owned by
such holder and its affiliates (other than shares of Common Stock which may be deemed beneficially owned through the
ownership of the unexercised or unconverted portion of any other securities of the Company subject to a limitation on
conversion or exercise analogous to the limitation contained herem) and (b} the number of shares of Common Stock issuable
upoen exercise of the Warrant (or portion thereof) with respect to which the determination described herein is being made,
would result in beneficial ownership by such holder and its af’r'hates of more than 4.99% of the outstanding shares of Common
Stock. To the extent the above limitation applies, the deterrmnatnon of whether and to what extent this Warrant shali be
exercisable vis-a-vis other securities owned by such holder shall be in the sole discretion of the holder and submission of this
Warrant for full or partial exercise shall be deemed to be the holder's determination of whether and the extent ta which this
Warrant is exercisable, in each case subject to such aggregaje percentage limitation. No prior inability to exercise the Warrani
pursuant to this Section shall have any effect on the applicability of the provisions of this Section with respect to any
subsequent determination of exerciseability. For purposes of the immediately preceding sentence, beneficial ownership shall
be determined in accordance with Section 13(d) of the Secunt;es Exchange Act of 1834, as amended, and Regulation 13D-G
thereunder, except as otherwise provided in clause (a) of such sentence. The restrictions contained in this Section 7{g) may
not be amended without the consent of the hoider of this Warrant and the holders of a majority of the Company's ther
outstanding Common Stock. Notwithstanding the foregoing, the holder hereof may waive the foregoing limitations anc
restrictions upon thirty (30) days prior written notice to the Company.
|

8. Registration Rights. The initial holder of this Warrant (and certain assignees thereof) is entitled to the benefit of suck
registration rights in respect of the Warrant Shares as are set forth in the Registration Rights Agreement, dated as of Januan,
25, 1999, by and between the Company, the initial holder hereof and the other signatories thereto, including the right to assigr
such rights o certain assignees, as set forth therein. |
[

9. Notices. Any notices required or permitted to be gwen under the terms of this Warrant shall be sent by certified o
registered mail (return receipt requested) or delivered personaﬂy or by caurier or by confirmed telecopy, and shall be effective
five days after being placed in the mail, if mailed, or upon recelpt or refusal of receipt, if delivered personatly or by courier o
confirmed telecopy, in each case addressed to a party. ThelI addresses for such communications shall be:

If to the Company:

Fidelity Holdings, Inc.
80-02 Kew Gardens Road
Suite 5000
Kew Gardens, NY 11415 .
Telecopy: (718) 793-2455 !
Attention: Chief Executive Officer |
[
and if to the holder, at such address as such holder shall have provided in writing to the Company, or at such other addres
as each such party furnishes by notice given in accordancé with this Section 9.

[
[
i
[
l
|
|
|

10. Governing Law; Jurisdiction. This Warrant shall b!e governed by and construed in accordance with the laws of th
State of New York without regard fo principles of choice of faw or conflict of laws that would defer to the substantive law «
another jurisdiction performed in the State of New York. The Company irrevocably consents to the jurisdiction of the Unite
States federal courts and state courts located in the City of New York in the State of New York in any suit or proceeding base
on or arising under this Warrant and imevocably agrees that ail claims in respect of such suit or proceeding shall be determine
exclusively in such courts, The Company irrevocably wawes the defense of an inconvenient forum to the maintenance of suc
suit or proceeding. The Company agrees that service of process upon the Company mailed by first class mail shail be deeme
in every respect effective service of process upon the Company in any such suit or proceeding. Nothing herein shall affect t-
holder's right to serve process in any other manner perrmtted by law. The Company agrees that a final non-appealat
judgment in any such suit or proceeding shall be conclusive and may be enforced in other jurisdictions by suit on suc
judgment or in any other lawful manner. :

. I
11. Miscellaneous. |

{a) Amendments. This Warrant and any prowsuon hereof may only be amended by an instrument in writing sign-
by the Company and the holder hereof.




(b) Descriptive Hea . The descriptive headings of the several 'ns of this Warrant are inserted for purposes
of reference only, and shall not a@itect the meaning or constructlon of any of the provisions hereof.

(c) Cashless Exercise. Notwithstanding anything to the contrary contained in this Warrant, this Warrant may be
exercised at any time during the Exercise Period by presentation and surrender of this Warrant to the Company at its principal
executive offices with a written notice of the holder's intentidn to effect a cashless exercise, including a calculation of the
number of shares of Common Stock to be issued upon such exercise in accordance with the terms hereof (a "Cashless
Exercise"). In the event of a Cashless Exercise, in lieu of paylng the Exercise Price in cash, the holder shall surrender this
Warrant for that number of shares of Common Stack determrnqd by multiplying the number of Warrant Shares to which it would
otherwise be entitled by a fraction, the numerator of which shall be the difference, but not less than zero between the then
current Market Price per share of the Common Stock and the'Exercise Price, and the denominator of which shall be the then
current Market Price per share of Common Stock.

IN WITNESS WHEREOF, the Company has caused this Warrant to be signed by its duly authorized officer.

FIDELITY HOLDINGS, INCQ.
' I

|

By: :
Name:

J
Title: |
|
|
|

By:

Name:
Title:

FORM OF EXERCISE AGREEMENT
I
{To be Executed by the Holder in order to Exercise the Warrant)

|
The undersigned hereby irrevocably exercises the rtght to purchase of the shares of Common Stock
of Fidelity Holdings, Inc., a corporation (the "Company") evidenced by the attached Warrant, and herewith makes
payment of the Exercise Price with respect to such shares i sn full, all in accordance with the conditions and provisions of said

Warrant, |
(i) The undersigned agrees not to offer, sell, transfer or otherwise dispose of any Common Stock obtained on exercise
of the Warrant, except under circumstances that will not result in a violation of the Securities Act of 1933, as amended, or any
state securities laws, and agrees that the following tegend may be affixed to the stock certificate for the Common Stock hereby
subscribed for if resale of such Common Stock is not reglstered or if Rule 144 is unavailable for the immediate resale of suct

shares: I
|

THE SECURITIES REPRESENTED BY THIS QERTIFICATE HAVE NOT BEEN REGISTERED UNDER THE
SECURITIES ACT OF 1933, AS AMENDED, OR THE SECURITIES LAWS OF ANY STATE OF THE UNITED STATES. THE
SECURITIES REPRESENTED HEREBY MAY NOT BE QFFERED OR SOLD IN THE ABSENCE OF AN EFFECTIVE
REGISTRATION STATEMENT FOR THE SECURITIES UNDER APPLICABLE SECURITIES LAWS UNLESS OFFERED
SOLD OR TRANSFERRED UNDER AN AVAILABLE EXEMPTION FROM THE REGISTRATION REQUIREMENTS OF
THOSE LAWS, :

1
(iiy The undersigned requests that stock certificates for such shares be issued, and a Warrant representing am
unexercised portion hereof be issued, pursuant to the Warrant in the name of the Holder and delivered to the undersigned ¢ !

the address set forth below:

Dated:




Signature of Holder |

Name of Holder (Print)

Address:




FORM OF ASSIGNMENT
|

FOR VALUE RECEIVED, the undersigned hereby sells,;assigns, and transfers all the rights of the undersigned under
the within Warrant, with respect to the number of shares of Common Stock covered thereby set forth hereinbelow, to:

Name of Assignee Address Number of Shares
1

|
, and hereby irrevocably constitutes and appoinis '. as agent and attorney-in-fact to
transfer said Warrant on the books of the within-named corporation, with full power of substitution in the premises.

[

Dated: , [

In the presence of

Name:

Signature;
Title of Signing Officer or Agent (if any):

Address: '

|
[
Note: The above signature should
correspond exactly with the name on

the face of the within' Warrant.
|

VOID AFTER 5:00 P.M., NEW YORK
CITY TIME, ON JANUARY 25, 2004
(UNLESS EXTENDED PURSUANT TO SECTION 2 HEREOF)

|
Exhibit 4.12 |
|
|

THIS WARRANT AND THE SHARES ISSUABLEl UPON EXERCISE OF THIS WARRANT HAVE NOT BEE!
REGISTERED UNDER THE SECURITIES ACT OF 1933, AS AMENDED (THE "SECURITIES ACT"), OR THE SECURITIE
LAWS OF ANY STATE. THE SECURITIES REPRESENTED HEREBY MAY NOT BE OFFERED, SOLD OR OTHERWIE
TRANSFERRED UNLESS THE SECURITIES ARE REGISTERED UNDER THE SECURITIES ACT AND APPLICABLE STAT
SECURITIES LAWS, OR ANY SUCH OFFER, SALE OR TRANSFER 1S MADE PURSUANT TO AN AVAILABLE EXEMPTIC

FROM THE REGISTRATION REQUIREMENTS OF THOSE LAWS.

Date: January 25, 1999 Right to PurcrLase
Shares of Common Stock




COMPUTER BUSINESS SCIENCE C.

STOCK PURCHASE WARRAN
!
THIS CERTIFIES THAT, for value received, ‘ or its or his registered assigns (the "Holder”)
is entitted to purchase from Computer Business Sciences, !n:; a Delaware corporation {the "Company”), at any time or from
time o time during the period specified in Section 2 hereef { } fully paid and

nenassessable shares {the "Warrant Shares”) of the Companys Common Stock, par vaiue $0.01 per share ("Common Stock™,
at an exercise price per share equal to $0.001 {the "ExerciseiPrice™). The number of Warrant Shares purchasable hereunder
are subject to adjustment as provided in Section 4 hereof. The term "Warrants” means this Warrant and the other Warrants
of the Company issued pursuant to that centain Securities Purchase Agresment, dated as of January 25, 1899, by and among
the Company and the other signatories thereto (the "Secunties Purchase Agreement™) andfor that cerfain Placement Agency
Agreement of even date herewith between the Company and The Zanett Securities Corporation {the "Placement Agency
Agreement”™} and the term "Holders® shall refer to the hniders of Warrants.

This Warrant is subject to the following terms, provisicéxs and conditions:
i

1. Manner of Exercise; lasuance of Certificates; Payment for Shares Subject to the provisions hereof, including, withou
fimitation, the limitations contained in Section 7 hereaf, this | | ‘
Warrant may be exercised by the Holder heredf, in whole or in part, by the surrender of this Warrant, together with a completec
exercise agreement in the form attached hereto {the *Exerc:se Agreement”), to the Company by 11:58 p.m,, New York time
on any business day at the Company's principal executive off‘ces {or such other office or agency of the Campany as it max
designate by notice to the Holder hereof), and upon payment to the Company iri cash, by certified or official bank check or b
wire transfer for the account of the Company, of the Exercise Price for the Warrant Shares specified in the Exercise Agreemen:
Notwithstanding any provision hereof to the contrary, this Wamant shall be deemed exercised in full immediately upon closing
by the Company on an initial public offering of shares of the Company’s Common Stoek at an initial public offering price ¢
$5.00 or more and pursuant to a Registration Statement (as%defined hersin) which registers the resale of the Warrant Share:
in compliance with Section 8 below. The Warrant Shares so,purchased shall be deemed 1o be issued to the Holder hereof ¢
the Holder's designee, as the record owner of such shares, as of the close of business on the date on which this Warrant she
have been surrendered, the completed Exercise Agreement shall have been deliversd and payment shall have been mad
for such Warrant Shares as sef forth above, or, if such date is not & business date, on the next succeeding busingss da
Certificates for the Warrant Shares so purchased, representmg the aggregate number of shares specified in the Exercie
Agreement, shall be delivered to the Holder hereof within a*reascmable time, not exceeding two {2} business days, afler th:
Warrant shall have been so exercisad (the "Delivery Penod"} The certificates so delivered shall bear a standard resfrictiv
legend and shail be in such denominations as may be requested by the Holder hereof and shall be registered in the name -
the Holder or such other name as shall be designated by the Holder, If this Warrant shall have been exercised only in par
then, unless this Warrant has expired, the Company shall, at its expense, at the time of delivery of such certificates, delive
to the Holder a new Warrant representing the number of shares with respect to which this Warrant shall not then have bee

exercisad. '

2. Pericd of Exercise. This Warrant is exercisable at any time or from time to fime on or after the date of the initi
issuance of this Warrant (the *Issue Date®) and before 5:00° p.m., New York Gty time, on the fifth {Sth) year anniversary of t
Issue Date (the “Exercise Period"). The Exercise Pariod shaﬁ sutomnatically be extended by one (1) day for sach day on whi
the Company does not have a number of shares of Common Slock reserved for issuance upon exercise hereof at least eg
to the number of shares of Common Stock issuable upon exercxse heraof.

3. Certain Agreements of the Company. The Cnmpa?y hereby covenants and agrees as follows:

{a} Shares to be Fully Paid. All Warrant Shares'will, upon issuance in accordance with the terms of this We
be validly issued, fully paid, and nonassessable and free f{um ali taxes, liens, claims and encumbrances.

{b} Reservation of Shares. During the Exercisie Period, the Company shall at alil times have authoriz:
reserved for the purpose of issyance upon exercise of this Warrant, a sufficient number of shares of Common Stock o
for the exercise of this Wamant.

;

{c) Cartain Actions Prohibited. The Company wztl nat, by amendment of its charter or through any reorg
transfer of assets, consolidation, merger, dissolution, :ssue or sale of securities, or any other voluntary action, ave
to avoid the ohservance or performance of any of the terms fo be cbserved or pedormed by it hereunder, but will
in good faith assist in the carrying out of alt the provisions of this Warrant and In the taking of all such action as may
*~ eaquested by the Holder of this Warrant in order to protect the exercise privilege of the Holder of this Warrant ag

-~ant, consistent with the tenor and purpose of this Warrant. Without limiting the generality of the f

i

|



Company (i) will not increase tgr value of any shares of Comman Stock r*ble upon the exercise of this Warrant above
the Exercise Price then in eff and (ji) will take all such, ,actions as may De necessary or appropriate in order that the

Company may validly and legally issue fully paid and nonassessable shares of Common Stock upon the exercise of this
Warrant.

{d) Successors and Assigns. This Warrant will be binding upon any entity succeeding to the Company by merger,
consolidation or acquisition of all or substantially all of the Company S assets.

4. Adjustment to Number of Warrant Shares. During the Exercise Period, the number of Warrant Shares shall be subject
to adjustment from time to time as provided in this Section '4. In the event that any adjustment required herein results in a
fraction of a share, such fraction shall be rounded up or down to the nearest whole share.

(a) Subdivision or Combination of Common Stock. If the Company, at any time during the Exercise Period
subdivides {by any stock split, stock dividend, recapatahzatlon reorganization, reclassification or otherwise} its shares of
Common Sfock into a greater number of shares, then, aﬁer| the date of record for effecting such subdivision, the number of
shares of Common Stock issuable upon exercise of this Warrant and for which this Warrant is or may become exercisable will
be proportionately increased. If the Company, at any ttme during the Exercise Period, combines (by reverse stock split.
recapitalization, reorganization, reclassification or othervvlse) its shares of Common Stock into a smaller number of shares,
then, after the date of record for effecting such combination, the number of shares of Common Stock issuable upon exercise
of this Warrant and for which this Warrant is or may becomlé exercisable will be proportionately decreased.

{b) Consolidation or Merger. In case of any conscllidation of the Company with, or merger of the Company into, any
other corporation, or in case of any sale or conveyance oflalt or substantially all of the assets of the Company at any time |
during the Exercise Period, then as a ¢condition of such consolldatlon merger or sale or conveyance, adequate provision wit.
be made whereby the Holder of this Warrant will have the nght to acquire and receive upon exercise of this Warrant in lieu o
the shares of Common Stock immediately theretofore acquurable upon the exercise of this Warrant, such shares of stock.
securities, cash or assets as may be issued or payable w1tt|1 respect to or in exchange for the number of shares of Commaor
Stock immediately theretofore acquirable and receivable upon exercise of this Warrant had such consolidation, merger, sal¢
or conveyance not taken place. In any such case, the Company will make apprapriate provision to insure that the provisions
of this Section 4 hereof will thereafter be applicable as naarly as may be in relation to any shares of stock or securitier
thereafter deliverable upon the exercise of this Warrant. 'll‘he Company will not effect any consolidation, merger, sale ¢
conveyance unless prior to the consummation thereof, the successor corporation (if other than the Company) assumes b
written instrument the obligations under this Warrant and the obligations to deliver to the Holder of this Warrant such share.
of stock, securities or assets as, in accordance with the foregoing provisions, the Holder may be entitled to acquire
Notwithstanding the foregaoing, in the event of any consolidation of the Company with, or merger of the Company into, any othe
corporation, or the sale or conveyance of ail or substantially all of the assets of the Company, at any time during the Exercis.
Price, the Holder of the Warrant shall, at its option, have' the right to receive, in connection with such transaction, cas.
consideration equal to the fair market value of this Warrant as determined in accordance with custormary valuation methodolog
used in the investment banking industry. l

(c) Distribution of Assets. In case the Company shall declare or make any distribution of its assets {or rights
acquire its assets) to Holders of Common Stock as a dwldend by way of retumn of capital or otherwise (including any dividen
or distribution to the Company's shareholders of cash or shares (or rights to acquire shares) of capital stock of a subsidian
{a "Distribution™), at any time during the Exercise Period, then the Holder of this Warrant shall be entitled upon exercise of thi
Warrant for the purchase of any or all of the shares of Common Stock subject hereto, to receive the amount of such asse:
(or rights) which would have been payable to the Holder had the Holder been the holder of such shares of Common Stock c
the record date for the determination of shareholders entitled to such Distribution.

(d) Notice of Adjustment. Upon the occurrence of any event which requires any adjustment of the number «
Warrant Shares issuable hereunder, then, and in each such case, the Company shall give notice thereof to the Holder of th
Warrant, which notice shall state the increase or decrease n the number of Warrant Shares purchasabie hereunder resuitir
from such adjustment, setting forth in reasonable detail the method of calculation and the facts upon which such calculatic
is based. Such calculaticn shall be certified by the chief fi nanclal officer of the Company.

(e) Certain Events, If, at any time after the Issue|Date, any event occurs of the type contemplated by the adjustme
provisions of this Section 4 but not expressly provided for by such provisions, the Company will give notice of such event :
provided in Section 4(d) hereof, and the Company's Board of Directors will make an appropriate adjustment in the number
Warrant Shares purchasable upon exercise of this Warrant so that the rights of the Holder shall be neither enhanced n
diminished by such event. ’

|




5. Issue Tax. The issua.;f certificates for Warrant Shares upon th?rcise of this Warrant shall be made without
charge to the Holder of this Warrant or such shares for any issuance tax or other costs in respect thereof, provided that the
Company shall not be required to pay any tax which may be payable in respect of any transfer involved in the issuance and
delivery of any certificate in a name other than the Holder of this Warrant.

6. No Rights or Liabilities as a Stockholder. This Warrant shall not entitle the Holder herecf to any voting rights or other
rights as a stockholder of the Company. No provision of this Warrant, in the absence of affimative action by the Holder hereof
to purchase Warrant Shares, and no mere enumeration herem of the rights or privileges of the Holder hereof, shall give rise
to any liability of the Holder for the Exercise Price or as a stockholder of the Company, whether such liability is asserted by
the Company or by creditors of the Company.

7. Transfer, Exchange, Redemption and Replacement of Warrant.

(a) Restriction on Transfer. This Warrant and the rights granted to the Hoider hereof are transferable, in whole or
in part, upon surrender of this Warrant, together with a properly executed assignment in the form attached hereto, at the office
or agency of the Company referred to in Section 7{(e) below provided, however, that any transfer or assignment shall be
subject to the conditions set forth in Section 7(f) hereof and to the provisions of Sections 2(f) and (g) of the Securities Purchase
Agreement. Until due presentment for registration of transfer on the books of the Company, the Company may treat the
registered holder hereof as the owner and Holder hereof for all purposes, and the Company shall not be affected by any notic:
to the contrary. Notwithstanding anything to the contrary contained herein, the registration rights described in Section 8 herec
are assignable only in accordance with the provisions of the Registration Rights Agreement.

(b) Warrant Exchangeable for Different Denominations. This Warrant is exchangeable, upon the surrender herec
by the Holder hereof at the office or agency of the Company referred to in Section 7(e) below, for new Warrants of like tenc |
of different denominations representing in the aggregate the right to purchase the number of shares of Common Stock whic.
may be purchased hereunder, each of such new Warrants to represent the right to purchase such number of shares as she
be designated by the Holder hereof at the time of such sur;render.

[

{c) Replacement of Warrant. Upon receipt of evidence reasonably satisfactory to the Company of the loss, thef
destruction, or mutilation of this Warrant and, in the case of any such loss, theft, or destruction, upon delivery of an indemni’
agreement reasonabily satisfactory in form and amount to the Company, or, in the case of any such mutilation, upon surrend:
and cancellation of this Warrant, the Company, at its expense will execute and deliver, in lieu thereof, a new Warrant of lik
tenor. [

|

(d) Canceliation; Payment of Expenses. Upon the surrender of this Warrant in connection with any transfe
exchange, or replacement as provided in this Section 7] this Warrant shall be promptly canceled by the Company. Tr
Company shall pay all taxes (other than securities transfer taxes) and all other expenses (other than legal expenses, if an
incurred by the Holder or transferees) and charges payabte in connection with the preparation, execution, and delivery
Warrants pursuant to this Section 7. The Company shall mdemmfy and reimburse the Holder of this Warrant for all costs ar
expenses {including legal fees) incurred by the Holder in (lzonnecuon with the enforcement of its rights hereunder.

(e) Warrant Register. The Company shall maint'ain, at its principal executive offices {or such other office or agen
of the Company as it may designate by notice to the Holder hereof), a register for this Warrant, in which the Company sh
record the name and address of the person in whose narrlte this Warrant has been issued, as well as the name and addre
of each transferee and each prior owner of this Warrant. |

(f) Exercise or Transfer Without Registration. If at the time of the surrender of this Warrant in connection with
exercise, transfer, or exchange of this Warrant, this Warrant (or, in the case of any exercise, the Warrant Shares issuat.
hereunder), shall not be registered under the Securltres Act and under applicable state securities or blue sky laws, t
Company may require, as a condition of allowing such exerctse transfer, or exchange, (i) that the Holder or transferee of t-
Warrant, as the case may be, furnish to the Company a written opinion of counsel (which opinion shall be in form, substar
and scope customary for opinions of counsel in comparable transactions) to the effect that such exercise, transfer, or exchar
may be made without registration under the Securities Act and under applicable state securities or blue sky laws (the cos
which shall be borne by the Company if the Company's counset renders such opinion and up to $ 250.00 of such cost si-
be borne by the Company if the Holder's counsel is requested to render such opinion), (ii) that the Holder or transferee exec
and deliver to the Company an investment letter in form and substance accepiable to the Company and (iii} that the transfe
be an "accredited investor” as defined in Rule 501(a) promutgated under the Securities Act; provided that no such opint
letter or status as an "accredited investor” shall be requrred in connection with any transfer pursuant to Rule 144 under

Securities Act.




8. Regisfration Rights. . , .

[

(a) Piggy-Back Registrations. If at any time prior to the expiration of the Registration Period (as hereinafter defined;
the Company shall file with the Securities and Exchange]Commission ("SEC™} a registration statement (a "Registratior:
Statement”) under the Securities Act of 1933 {the "Securities Act”) relating to an offering for its own account or the account
of others under the Securities Act of any of its equity secuntles (other than on Form S-4 or Form S-8 or their then equivalenis
relating to equity securities to be issued solely in connectroniwrth any acquisition of any entity or business or equity securities
issuable in connection with stock opfion or other employee benefit plans), the Company shail include in such Registratior.
Statement all of the Warrant Shares, except that if, in connection with any underwritten public offering, the managinc
underwriter(s) thereof shall impose a limitation on the number of shares of the Company's Common Stock which may be
included in the Registration Statement because, in such undenr.rrrter(s) judgment, marketing or other factors dictate suct-
limitation is necessary to facilitate public distribution, then the Company shall be obligated to include in such Registratior
Statement only such limited portion of the Warrant Shares as the underwriter shall permit. Any exclusion of Warrant Sharex
shall be made pro rata among the Holders of Warrants andlor Warrant Shares, in proportion to the number of Warrant Shares
held or purchasable by such Holders; provided, however, that the Company shall not exciude any Warrant Shares unless the
Company has first excluded all outstanding securities, the holders of which are not entitled to inclusion of such securities ir
such Registration Statement or are not entiled to pro rata inclusion with the Warrant Shares; and provided, further, however
that, after giving effect to the immediately preceding provrs'r.) any exclusion of Warrant Shares shall be made pro rata witt
holders of other securities having the right to include such securities in the Registration Statement other than holders ©
securities entitled to inclusion of their securities in such Reglstratron Statement by reason of demand registration rights.

[

{b) The Company shall keep the Registration Statements effective pursuant to Rule 415 at all times until such dat:
as is the earlier of (i) the date on which at least 90% of the!Warrant Shares have been sold, (i) the date on which all of the
Warrant Shares (in the reasonable opinion of counse! to the|Holder) may be immediately sold to the pubtic without registratior
or restriction pursuant to Rule 144(k) under the Securities Act or any successor provision, or (iii) the date on which all restrictive
legends have been removed from all Warrant Shares all stop transfer” instructions issued to the Company's transfer agenr
have been canceled (the "Registration Period"), which Reglstratlon Statement (including any amendments or supplement:
thereto and prospectuses contained therein and all documents incorporated by reference therein) shall not contain any untrur
statement of a material fact or omit to state a material fact reqmred to be stated therein, or necessary to make the statement
therein not misleading. ;

(c) The Company shall prepare and file with the SEC such amendments (including post-effective amendments) an
supplements to the Registration Statement and the prospectuses used in connection with the Registration Statement as ma
be necessary to keep the Registration Statement effective at all times during the Registration Period, and, during such periot
comply with the provisions of the Securities Act with respect to the disposition of all Warrant Shares of the Company covere
by the Registration Statement until such time as all of such Warrant Shares have been disppsed of in accordance with th
intended methods of disposition by the seller or sellers thereof as set forth in the Registration Staterent.

|

{(d) The Company shall fumish to the Holder and its legal counsel (i) promptly after the same is prepared an
publicly distributed, filed with the SEC, or received by the Company, one copy of each Registration Statement and an
amendment thereto, each preliminary prospectus and prospectus and each amendment or supplement thereto, (ii} on the dai
of effectiveness of a Registration Statement or any amendment thereto, a notice stating that the Registration Statement ¢
amendment has been declared effective, and (jii) such number of copies of a prospectus, inciuding a preliminary prospectu:
and all amendments and supplements thereto and such other documents as the Holder may reasonably request in order
facilitate the disposition of the Warrant Shares owned by tpe Holder.

(e) The Company shall use its best efforts to (i) r'egister and qualify the Warrant Shares covered by the Registratic
Statement under such other securities or "blue sky” laws of such jurisdictions in the United States as the Holder reasonab.
requests, (ii} prepare and file in those jurisdictions such amendments (inciuding past-effective amendments) and supplemen
to such registrations and quaiifications as may be necessary to maintain the effectiveness thereof during the Registratic
Period, (iii) take such other actions as may be necessary to maintain such registrations and qualifications in effect at aii time
during the Registration Period, and (iv) take all other act:ons reasonably necessary or advisable to qualify the Warrant Shar:
for sale in such jurisdictions; provided, however, that the Company shall not be required in connection therewith or as
condition thereto to (a) qualify to do business in any jurisdiction where it wouid not otherwise be required to qualify but for tr
Subsection, {b) subject itself to general taxation in any suclh jurisdiction, {c) file a general consent to service of process in ai
such jurisdiction, (d) proyide any undertakings that cause the Company undue expense or burden, or (e) make any chanc
in its charter or byiaws, which in each case the Board of, Directors of the Company determines to be contrary to the be

interests of the Company and its stockholders.
I




oy e ticable after becoming aware of such ev*he Company shall notify the H
« e any event, of which the Company has kncwledge, as a result of Which the prospectus indluded ina R
Statement, as then in affect, includes an untrue statement of ; a material fact or omission {o state a material fact requ
stated therein or necessary o make the statemants therel n not misleading, and use its best efforis prompﬂy o
supplement or amendment to such Registration Statement to correct such untrue statement or omission, and del
number of copies of such supplement or amendment to the Holder as the Holder may reasonably request.

{g) The Company shall use its best efforts fo prevent the issuance of any stop order or other suspet
effectiveniess of a Registration Stalement, and, if such an cmier i5 issuad, fo obiain the withdrawal of such order at the
practicable moment (including in each case by amending or supplementing such Registration Statement} and o no
Holder of the issuance of such order and the resolution thereof {and #f such Reagistration Statement is supplemen
amendad, deliver such number of copies of such supplement or amendment to the Holder as the Hoider may reaso
request). 1
(h) The Compeny shall permit a single firm of cfounsei designated by the Holders to review each Registrs
Statement and all amendments and supplements thereto a reasonable period of time prior to their filing with the SEC, and
file any documment in a form to which such counsel feasanat?!y objects.

{1} The Company shall make generally available tos its security holders as soon as practical, but not later than nine
{90} days after the close of the period covered thereby, an eammgs statement {in form complying with the provisions of Ru.
158 under the Securities Act} covering a twelve-month pem:d heginning hot later than the first day of the Company’s fisce
quarter next following the effective date of a Registration Statemeni

{i) At the request of the Holders, the Company shaii make available, on the date of effectiveness of a Registration
Statement (i} an opinion, dated as of such date, from counselreprasenting the Company addressed to the Holders and in form,
scope and substance zs is customarily given in an undemntten public offering and {ii} in the case of an underwriting, a lelter.

dated such date, from the Company’s independent certified public accountants in form and substance as is customarlly giver

by independent certified public accountants o undenwriters in an underwritten public offering, addressed to the underwriters.

if any, and the Molders. |
i
{k} The Company shali make available for mspecuon by {i) the Holder, and {ii} one firm of attorneys and one firr
of accauntants or other agents retained by the Holders, {coﬂectweiy, the "Inspectors™) 2l pertinent financial and other records
and pertinent corporate documents and properties of the Ccmpany {collestively, the "Records™), as shall be reasonably deeme:
necessary by each inspecior to enable each Inspector to exercssa #s due diligence responsibility, and cause the Company’
officers, directors and employees to supply alf information whzch any Inspector may reasonably request for purposes of suct
due difigence; provided, however, that each Inspector shall hold in confidence and shall not make any disclosure {except
a Holder) or use of any Record or other information which the Company determines in good faith to be confidential, and ¢
which determination the Inspectors are so notified, unless (a) the disclosure of such Records is necessary 10 avoid or comec
a misstatement or omission in any Registration Statement, (b} the release of such Records is ordered pursuant to a subpoen:

or other order from a court or government body of competent jurtsdiction or {c} the information in such Records has been mad.

generaily available to the public other than by disclosure in? violation of this or any other agreemant. The Company shalf nc
be required to disclose any confidential information in such Records to any inspector until and unless such Inspector shalf hay
entered into confidentiality agreements {in form and substance satisfactory to the Company) with the Company with respe
thereto, substantiagly in the form of this Subsection. The Hoider agrees that it shall, upon leaming that disclosure of suc
Records is sought in or by a court or governmentat body of competent jurisdiction or through other means, give prompt notic

to the Company and allow the Company, at its expense, to undertake appropriate action fo prevent disclosure of, or to obtai

a protective order for, the Records deemed confidential. Nothing herein shall be deemed to limit the Holder's ability to se
Warrant Shares in a manner which is otherwise consistent with appiicable laws and regulations.

{l} The Company shall hold in confidence :andI not make any disclosure of information concerning the Hold:
pravided to the Company unless (i} disclosure of sueh mfcrmatwn is necassary to comply with federal or state securities law
(i) the disclosure of such information is necessary fo avoid or correct 2 misstaternent or omission in any Registratic
Staternent, {iii} the release of such information is ordered purssuant to @ subpoena or other arder from a court or govemment
body of compatent jurisdiction, {iv} such information has been made generally available to the public other than by disclosu:
in viplation of this or any other agresment, or {v) the Hctder consents o the form and content of any such disclosure, TF
Company agrees that it shall, upon leaming that disclosure pf such informatian ¢concerning the Holder is socught in or by a cot
or governmental body of competent jurisdiction or through other means, give prompt nofice to the Holder prior to making su
disclosure, and asllow the Holder, at its expense, to undertake appropriate action to prevent disclosure of, or {0 obfain

protective order for, such information, E




{m) The Company ’rovide a transfer agent and registrar, whic.y be a single entity, for the Warrant Shares
not later than the effective date O the Registration Statementl.

(n) At the reasonable requiest of the Holder, the Cbmpany shall prepare and file with the SEC such amendments
(including post-effective amendments) and supplements to a nReglstratlon Statement and the prospectus used in connection
with the Registration Statement as may be necessary in order to change the plan of distribution set forth in the Registration
Statement. _
|
{0} The Company shall comply with all applicable laws related to the Registration Statement and offering and sale
of securities and all applicable rules and regulations of governmental authorities in connection therewith (including, without
limitation, the Securities Act and the Securities Exchange Act of 1934, as amended, and the rules and regulations promulgated
by the SEC).

(p) The Company shall take all such other actions as the Holder reasonably request in order to expedite or facilitate
the disposition of the Warrant Shares. :
|
(g) It shall be a condition precedent to the obligatic::ns of the Company to complete the registration pursuant to this
Warrant with respect to the Wamant Shares that the Holder shall fumish to the Company such information regarding itself, the
Warrant Shares and the intended method of disposition of the Warrant Shares held by it as shall be reasonably required to
effect the registration of such Warrant Shares and shall execute such documents in connection with such registration as the
Company may reascnably request. At [east five (5) busmess days prior to the first anticipated filing date of the Registration
Statement, the Company shall notify the Holder of the mformatlon the Company requires from each the Holder.

{r) The Hoider, by the Holder's acceptance of the Warrant Shares, agrees fo cooperate with the Company as

reasonably requested by the Company in connection with the preparation and filing of the Registration Statement hereunder.
[

(s) Ali reasonable expenses, other than underwriting discounts and commissions, incurred in connection with
registrations, filings or qualifications, including, without Ilmttatlon all registration, listing and qualifications fees, printers and
accounting fees, the fees and disbursements of counsel for the Company, and the reasonable fees and disbursements of one
counsel selected by the Holders pursuant hereto shall be borne by the Company. In addition, the Company shall pay alt of the
Holders' costs and expenses (including legal fees) incurred!j jin connection with the enfarcement of the rights of the Holders
hereunder. |
(t) To the extent permitted by law, the Company will indemnif'y, hoid harmiess and defend (i) the Holder, and (i) the directors,
officers, partners, members employees, agents and each person who controls the Holder within the meaning of Section 1£
of the Securities Act or Section 20 of the Securities Exchange Act of 1934, as amended (the "Exchange Act"), if any, (each,
an "Indemnified Person”), against any joint or several losses, claims, damages, liabilities or expenses (collectively, together
with actions, proceedings or inquiries by any regulatory or self—regulatory organization, whether commenced or threatened,
in respect thereof, "Claims") to which any of them may become subject insofar as such Claims arise out of or are based upon:
(i} any untrue statement or alleged untrue statement of a matenal fact in a Registration Statement or the omission or omission
to state therein a material fact required tc be stated or necessary to make the staternents therein not misleading, (i} any untrue
statement or alleged untrue statement of a material fact conltalned in any preliminary prospectus if used prior to the effective
date of such Registration Statement, or contained in the final prospectus (as amended or supplemented, if the Company files
any amendment thereof or supplement thereto with the SEC) or the omission or alleged omission to state therein any materia.
fact necessary to make the statements made therein, in Itght of the circumstances under which the statements therein were
made, not misleading, or {iii) any violation or aileged vrolathn by the Company of the Securities Act, the Exchange Act, anv
other law, including, without limitation, any state securities !aw or any rule or regulation thereunder relating to the offer or saie
of the Warrant Shares (the matters in the foregoing clauses (i) through (i) being, collectively, "Violations"). Subject to the
restrictions set forth in Section 6(c) with respect to the number of legal counsel, the Company shall reimburse the Holder anc
each other Indemnified Person, promptly as such expenses are incurred and are due and payable, for any reasonabte legz
fees or other reasonable, actual and appropriate out of pocket expenses incurred by them in connection with investigating o
defending any such Claim. Notwithstanding anything to the contrary contained herein, the indemnification agreement containet
in this Subsection: (i) shall not apply to a Claim arising out of or based upon a Violation which occurs in reliance upon and ir
conformity with information fumished in writing to the Company by such Indemnified Person expressy for use in a Registratior
Statement or any such amendment thereof or supplement ‘thereto (ii} shall not apply to amounts paid in settlement of an:
Claim if such settlement is effected without the prior written consent of the Company, which consent shall not be unreasonabi
withheid; and (iii) with respect to any preliminary prospectus shall not inure to the benefit of any Indemnified Person if the
untrue statement or omission of material fact contained in the prefiminary prospectus was corrected on a timely basis in the |
prospectus, as then amended or supplemented, if such corrected prospectus was timely made available by the Cormpany an:
the Indemnified Person was promptly advised in writing not to use the incorrect prospectus prior to the use giving rise to -




Violation and such lndemn”erson. notwithstanding such advice, used ch indemnity shall remain in full force and eff
regardless of any investigallon made by or on behalf of the Indemnified Pef'son and shall survive the transfer of the Warr
Shares by the Holders pursuant to Section 9 hereof. |

(u) In connection with any Registration Statement in whiv!:h the Holder is participating, the Holder agrees to indemnify, h.

harmiess and defend, to the same extent and in the same manner set forth in Subsection (t), the Company, each of
directors, each of its officers who signs the Registration Statement, its employees, agents and each person, if any, who conir
the Company within the meaning of Section 15 of the Secuntles Act or Section 20 of the Exchange Act, and any ot.
stockholder selling securities pursuant to the Reglstratton Statement or any of its directors or officers or any person v
controls such stockholder within the meaning of the Secuntles Act or the Exchange Act (collectively and together with
indemnified Person, an "Indemnified Party™), against any Claim to which any of them may become subject, under the Securi:
Act, the Exchange Act or otherwise, insofar as such Claim arises out of or is based upon any Violation, in each case to
extent (and only to the extent) that such Violation occurs in reliance upon and in conformity with written information furnist
to the Company by the Holder expressly for use in connectlon with such Registration Staterent; and subject to Subsec:
{v) the Holder will reimburse any legal or other expenses (promptly as such expenses are incurred and are due and payat
reasonably incurred by them in connection with tnvestlgatmg or defending any such Claim; provided, however, that
indemnity agreement contained in this Subsection shail not apply to amounts paid in settlerent of any Claim if such settlerr
is effected without the prior written consent of the Holder, 'which consent shall not be unreasonably withheld; provided, furtt
however, that the Holder shail be liable under this Agreement (including this Subsection and Subsection (w} for only -
amount as does not exceed the net proceeds actually recewed by the Holder as a result of the sale of Warrant Shares purst
to such Registration Statement. Such indemnity shall remain in full force and effect regardiess of any investigation made
or on hehaif of such Indemnified Party. Notwathstand;ng anything to the contrary contained herein, the indemnifica
agreement contained in this Subsection with respect to any preliminary prospectus shall not inure to the benefit cf
Indemnified Party if the untrue statement or omission of material fact contained in the preliminary prospectus was correc
on a timely basis in the prospectus, as then amended|or supplemented, and the indemnified Party failed to utilize s
corrected prospectus.
|
{v) Promptly after receipt by an Indemnified F,"erson or Indemnified
Party of notice of the commencement of any action (including any governmental action), such Indemnified Persor
Indemnified Party shall, if a Claim in respect thereof is made against any indemnifying party, deliver to the indemnifying 1.
a written notice of the commencement thereof, and the|indemnifying party shall have the right to participate in, and, tc
extent the indemnifying party so desires, jointly with any other indemnifying party similarly noticed, to assume control or
defense thereof with counsel mutually satisfactory to the indemnifying party and the Indemnified Person or the Indemn
Party, as the case may be; provided, however, that such| indemnifying party shall not be entitied to assume such defense
an Indemnified Person or indemnified Party shall have the right to retain its own counsel with the fees and expenses to be
by the indemnifying party, if, in the reasonable opinion of counsel retained by the indemnifying party, the representation by <
counsel of the Indemnified Person or Indemnified Party, and the indemnifying party would be inappropriate due to actu:
potential conflicts of interest between such Indemnified Person or Indemnified Party and any other party represented by <
counsel in such proceeding or the actual or potential defendants in, or targets of, any such action include both the Indemn
Person or the Indemnified Party and the indemnifying party and any such Indemnified Person or Indernnified Party reason
determines that there may be legal defenses available to 'such indemnified Person or Indemnified Party which are different
or in addition to those available to such indemnifying party. The indemnifying party shall pay for only one separate legal co.
for the Indemnified Persons or the indemnified Parties, as applicable, and such legal counsel shall be selected by the He
if the Holder is entitled to indemnification hereunder, or by the Company, if the Company is entitled to indemnifice
hereunder, as applicable. The failure to deliver wrltten notice to the indemnifying party within a reasonable time of
commencement of any such action shall not relieve such indemnifying party of any liability to the indemnified Persc
Indemnified Party, except to the extent that the :ndemnlfylng party is actually prejudiced in its ability to defend such action.
indemnification required hereby shall be made by penodlc payments of the amount thereof during the course of
investigation or defense, as such expense, loss, damage or liability is incurred and is due and payable.
|

(w) To the extent any indemnification by an :ndemnrfymg party is prohibited or limited by taw, the indemnifying .
agrees to make the maximum contribution with respect to any amounts for which it would otherwise be liable under Subsec
(t) or (u) to the fullest extent permitted by law; provided | however, that {i) no contribution shall be made under circumstz
where the maker would not have been liable for mdemmﬁcatlon under the fault standards set forth in Subsections () anc
(ii) no person guilty of fraudulent misrepresentation (wnthln the meaning of Section 11(f) of the Securities Act) shall be er
to contribution from any seller of Warrant Shares who was not guilty of such fraudulent misrepresentation, and (iii} contrit:
{together with any indemnification or other obligations under this Agreement) by any seller of Warrant Shares shall be lit
in amount to the net amount of proceeds received by l'.::uch seller from the sale of such Warrant Shares pursuant to
Registration Statement.




9. Notices. Any notices !ed or permitted to be given under the te f this Warrant shall be sent by certified or
registered mail (return receipt ested) or delivered personaﬂy or by courier @y confirmed telecopy, and shall be effective
five days after being placed in the mail, if mailed, or upon recetpt or refusal of receipt, if delivered personally or by courier or
confirmed telecopy, in each case addressed to a party. The address&c for such communications shall be:

If to the Company:

Computer Business Sciences, Inc.
80-02 Kew Gardens Road

Suite 5000

Kew Gardens, NY 11415
Telecopy:

Attention: |

and if to the Molder, at such address as the Holder shall have provided in writing to the Company, or at such other address
as each such party furnishes by notice given in accordance 'with this Section 8.

10. Governing Law; Jurisdiction. This Warrant shall be govemed by and construed in accordance with the laws of the
State of New York without regard to principles of choice of Iaw or confiict of l[aws that would defer to the substantive law of
another jurisdiction. The Company irevocably consents to the jurisdiction of the United States federal courts and state courts
located in the City of New York in the State of New York in any suit or proceeding based on or arising under this Warrant and
irevocably agrees that all claims in respect of such suit or proceedmg shall be determined exclusively in such courts. The
Company irrevocably waives the defense of an lnconvenlent forum to the maintenance of such suit or proceeding. The
Company agrees that service of process upon the Company mailed by first class mail shali be deemed in every respect
effective service of process upon the Company in any such; suit or proceeding. Nothing herein shall affect the Holder's righ:
to serve process in any other manner permitted by law. The Company agrees that a final non-appealable judgment in any such
suit or proceeding shall be conclusive and may be enforced ir|'1 other jurisdictions by suit on such judgment or in any other lawfu
manner. ]

11. Miscellaneous. !
1

(a) Amendments. This Warrant and any prows:on hereof may only be amended by an instrument in writing signe«
by the Company and the Holder hereof. '

{b) Descriptive Headings. The descriptive headings of the several Sections of this Warrant are inserted for purpose.
of reference only, and shall not affect the meaning or construction of any of the provisions hereof,

l
IN WITNESS WHEREOF, the Company has caused Ilthis Warrant to be signed by its duly authorized officer.

COMPUTER BUSINESS SCIENCES, INC.
|
[
By: :
!
Name:
Title:

By: .

Name:

Title: ||
|

|
FORM OF EXIrERCISE AGREEMENT

{To be Executed by the Holder in order to Exercise the Warrant)
|

The undersigned hereby irrevacably exercises the rlight to purchase of the shares of Common Stc |
of Computer Business Sciences, Inc., a Delaware corparation (the "Company”), evidenced by the attached Warrant, & |



herewith makes payment of t.xercise Price with respect to such shares .M, all in accordance with the conditions anc
provisions of said Warrant.

(i) The undersigned agrees not to offer, sell, transfer or otherwise dispose of any Common Stock obtained on exercise
of the Warrant, except under circumstances that will not result in a violation of the Securities Act of 1933, as amended, or any
state securities laws, and agrees that the following fegend may be affixed to the stock certificate for the Common Stock hereby
subscribed for if resale of such Common Stock is not registered or if Rule 144 is unavailable for the immediata resale of suct.
shares:

THE SECURITIES REPRESENTED BY THIS CERTIFICATE HAVE NOT BEEN REGISTERED UNDER THE
SECURITIES ACT OF 1933, AS AMENDED, OR THE SECURITIES LAWS OF ANY STATE OF THE UNITED STATES. THE
SECURITIES REPRESENTED HEREBY MAY NOT BE OFFERED OR SOLD IN THE ABSENCE OF AN EFFECTIVE
REGISTRATION STATEMENT FOR THE SECURITIES UNDER APPLICABLE SECURITIES LAWS UNLESS OFFERED
SOLD OR TRANSFERRED UNDER AN AVAILABLE EXEMPTION FROM THE REGISTRATION REQUIREMENTS OFf

THOSE LAWS.

(i) The undersigned requests that stock certificates for such shares be issued, and a Warrant representing an
unexercised portion hergof be issued, pursuant to the Warrant in the name of the Holder and delivered to the undersigned & |
the address set forth below:

Dated:

Signature of Holder

Name of Holder (Print)

Address:




. FORM OF ASSIGNMENT .

FOR VALUE RECEIVED, the undersigned hereby sells, assigns, and transfers all the rights of the undersigned under |
the within Warrant, with respect to the number of shares of Common Stock covered thereby set forth hereinbelow, to: i

Name of Assignee Address Number of Shares

, and hereby irevocably constitutes and appoints as agent and attorney-in-fact to transfer
said Warrant on the books of the within-named corporation, with full power of substitution in the premises.

Dated:

In the presence of

Name:

Signature:
Title of Signing Officer or Agent (if any):

Address:

Note: The above signature should
correspond exactly with the name on
the face of the within Warrant.




THIS CONVERTIBLE SUBORDINATED TERM DEBENTURE AND THE SECURITIES ISSUABLE UPON CONVERSION
HEREOF HAVE NOT BEEN REGISTERED UNDER THE SECURITIES ACT OF 1933, AS AMENDED (THE "SECURITIES
ACT"), OR THE SECURITIES LAWS OF ANY STATE. THE SECURITIES REPRESENTED HEREBY MAY NOT BE
OFFERED, SOLD OR OTHERWISE TRANSFERRED UNLESS THE SECURITIES ARE REGISTERED UNDER THE
SECURITIES ACT AND APPLICABLE STATE SECURITIES LAWS, OR ANY SUCH OFFER, SALE OR TRANSFER IS
MADE UNDER AN AVAILABLE EXEMPTION FROM THE REGISTRATION REQUIREMENTS OF THOSE LAWS.

Exhibit 4.13

CONVERTIBLE SUBORDINATED TERM DEBENTURE

Date: January 25, 1999 $

FOR VALUE RECEIVED, FIDELITY HOLDINGS, INC., a corporation organized under the [aws of the State of
Nevada (hereinafter called the "Borrower" or the "Corporation") hereby promises to pay to the order of
or registered assigns {individually, the "Holder", and collectively with the holders of all other
debentures of same like and tenor, the "Holders") the sum of Doiiars ($ ) together with interesi
at the rate of twelve percent (12%) per annum {the "Interest Rate"), as follows: Interest shall accrue on the unconverted face
amount hereof from the date hereof (the "Issue Date") through that date which is one hundred eighty (180) days from the Issue
Date (the "Accrual Pericd™), at which time all accrued interest shall be added to the unconverted face amount hereof and the
resulting balance, together with interest at the Interest Rate shall be due and payable in sixteen (16) equal monthly installments
of § commencing one month following the end of the Accrual Period and continuing on the same day of each month
with a final payment on that date which is seventeen (17) months following the end of the Accrual Period (the "Schedulec .
Maturity Date™). Interest shall accrue on a daily basis. Any amount of principal of or interest on this Debenture which is not paic |
when due shall bear interest at the rate of fifteen percent (15%) per annum from the due date thereof until the same is paid.
Interest shall be calculated based on a 360 day year having twelve months of thirty days each, All payments of principal anc
interest (to the extent not converted in accordance with the terms hereof) shall be made in, and all references herein tc
monetary denominations shall refer to, lawful money of the United States of Arnerica, subject to the Holder's conversion righ
set below. All payments shall be made at such address as the Holder shaii hereafter give to the Borrower by written notice
made in accordance with the provisions of this Debenture.

Notwithstanding any provision hereof to the contrary, the Holder shall have the option to receive each payment ¢
principal and interest hereunder in cash or to convert all or any portion of such payment into shares of Common Stock (definec
below) pursuant to Article Il below, The Holder shall be required to deliver a Notice of Conversion in order to convert an
payment of principal and interest hereunder {or a portion thereof} into shares of Common Stock. Such written notice of it
election to convert shall be delivered no iater than two (2) business days prior to the payment due date. In such event, the
Conversion Date with respect to any such conversion shall be the payment due date.

This Debenture is being issued by the Borrower along with similar convertible term debentures (the "Other Debentures
and, together with this Debenture, the "Debentures"} pursuant to that certain Securities Purchase Agreement, dated as ¢
January 25, 1999 by and among the Borrower and the other signatories thereto (the "Securities Purchase Agreement™).

ARTICLE |
PREPAYMENT; SUBORDINATION

A. Limited Right to Prepay. Upon the occurrence of an Event of Default (as defined herein), this Debenture shall b
prepaid by the Borrower in accordance with the provisions of Article Vil hereof. Except as provided in Paragraph B of thi
Article |, this Debenture may not be prepaid at the option of Borrower without the prior written consent of the Holder.

B. Prepayment at Borrower's Option. Subject to prior conversion, the Borrower shall have the right to prepay the unpa!
principal balance of and accrued but unpaid interest on this Debenture in whole or in part at any time upon not less than six:
(60) days written notice to the Holders; provided that (i) any such prepayment of principal shall be accompanied by
prepayment premium equal to ten percent {10%) of the principal amount being prepaid, and (ii) ali payments shall be applie
first to the payment of costs and expenses, if any, due from the Borrower to the Holder, if any, then to accrued but unpa:
interest on the principal balance hereof and then to the scheduled payments of principal in inverse order of maturity.

C. Subordination.,




(i) The indebtedness evi@®iced by the Debenture shall be subordinat-g'id junior in right of payment to all Senior
Indebtedness (as defined below) to the extent and in the manner set forth in this Article 1.C.

(i} In the event of (a) any insclvency, bankruptcy, receivership, liquidation, reorganization, debt readjustment or compositior

or other similar proceeding relative to the Corporation or its creditors or its property, (b) any proceeding for voluntary liquidation:

dissolution or other winding up of the Corporation, whether or not involving insolvency or bankruptcy proceedings or (c) am

assignment for the benefit of creditors or any other marshaling of the assets of the Corporation, then and in any such ever.

the holders of all Senior Indebtedness shail first be paid in full the principal thereof and prepayment charges, if any, and interes “

at the time due thereon before any payment or distribution of any character, whether in cash, securities or other property, sha
be made on account of the Debenture.

(iii) Until the Senior Indebtedness is paid in full, the holder of the Debenture shall be subordinated to the rights of the holder:
of Senior Indebtedness to receive cash payments, but not with respect to receive Common Stock as contemplated by the
conversion provisions hereunder.

(iv) Upon any distribution of assets or securities of the Corporation referred to in this Article 1.C, the holder of the debenture
shall be entitled to rely upon a certificate of any liquidating trustee or agent or other person making any distribution to the
holder of the Debenture for the purpose of ascertaining the persons entitled to participate in such distribution, the holders
of Senior Indebtedness and other indebtedness of the Corporation, the amount thereof or payable thereon, the amount or
amounts paid or distributed thereon and all other facts pertinent thereto or to this Article 1.C.

(v) In the event and during the continuation of any defauit in the payment of principal of, or prepayment charge, if any, c
interest on, any Senior Indebtedness beyond any applicable period of grace, or in the event that any event of default wit:
respect to any Senior Indebtedness shall have occurred and be continuing permitting the holders of such Senicr Indebtednes
(or a trustee on behalf of the holders thereof) to accelerate the maturity thereof, then unless and until such default or ever

of default shall have been cured or waived or shall have ceased to exist, no cash payment of principal, premium, if any, ¢ .

interest shall be made by the Corporation on the Debenture.

(vi) No right of any present or future holder of any Senior Indebtedness of the Corporation to enforce subordination as herei
provided shali at any time in any way be prejudiced or impaired by any act or failure to act on the part of the Corporation ¢
by any act or failure to act, in good faith, by any such holder, or by any non-compliance by the Corpeoration with the covenant:
agreements and conditions of the Debenture, regardless of any knowledge thereof any such holder may have or be otherwis
charged with.

{vii) "Senior Indebtedness" means all loans, advances, reimbursement obligations regarding letters of credit, liabilitie:
covenants, guarantees and duties now existing or arising from time to time hereafter and renewals, extensions and refunding
of any such indebtedness, whether for principal, premium or interest or otherwise of the Corporation or any subsidiary of th
Corporation (including without limitation Major Acquisition Corp.) {i) outstanding as of January 25, 1999, or (ii) to, but only tc
any bank or other commercial financing institution and either (A) incurred in connection with the acquisition of the securitie
or assets of another entity constituting the acquisition of the business of such entity, or (B) constituting "floor planning” financir:
of automobile dealerships (all indebtedness described in clauses (i) and (i) above shall be referred to herein as "Qualifyir,
Debt™, absolute or contingent, secured or unsecured, due or to become due, including (1) any Qualifying Debt which such bar
or other commercial financing institution may have obtained by assignment, pledge, purchase or otherwise, (2) any overdrz
or overadvance to the Corporation with respect to Qualifying Debt, and (3} all interest, charges, expenses and attomey's fee
for which the Corporation or any subsidiary of the Corporation is now or hereafter becomes liable with respect to Qualifyir
Debt (unless in the instrument creating or evidencing such indebtedness, or pursuant to which the same is outstanding, it
provided that such indebtedness or such renewal, extension or refunding thereof is subordinated in right of payment to tr.
Debentures).

ARTICLE Il
CERTAIN DEFINITIONS
The following terms shall have the following meanings:
A. "Closing Bid Price"” means, for any security as of any date, the closing bid price of such security on the principal Unite
States securities exchange or trading market where such security is listed or traded as reported by Bioomberg Financ:

Markets (or a comparable reporting service of national reputation selected by the Corporation and reasonably acceptable
holders of a majority of the aggregate principal amount represented by the then outstanding Debentures ("Majority Holderc




if Bloomberg Financial Markets is*then reporting closing bid prices of such rity} (collectively, "Bloornberg™), or if the
faregoing does not apply, the last reported bid price of such security in the over-the-counter market on the electronic bulletin
board for such security as reported by Bloomberg, or, if no bid price is reported for such security by Bloomberg, the average
of the bid prices of any market makers for such security as reported in the "pink sheets” by the National Quotation Bureay, Inc.,
in each case for such date or, if such date was not a frading date for such security, on the next preceding date which was a
trading date. If the Closing Bid Price cannot be calculated for such security as of either of such dates on any of the foregoing
bases, the Closing Bid Price of such security on such date shall be the fair market vaiue as reasonably determined by an
investment banking firm selected by the Corporation and reasonably acceptable to the Majority Holders, with the costs of such
appraisal to be borne by the Corporation.

B. "Conversion Amount” means the portion of the unconverted principal amount of this Debenture being converted plus
any accrued and unpaid interest thereon through the Conversion Date and any Prepayment Default Payments payable with
respect thereto, each as specified in the notice of conversion in the form attached hereto (the "Notice of Conversion).

C. "Conversion Date" means, for any Optionai Conversion (as defined below), the date specified in the Notice of
Conversion so long as the copy of the Notice of Conversion is faxed {or delivered by other means resulting in nofice) to the
Corporation at or before 11:59 p.m., New York City time, on the Conversion Date indicated in the Notice of Canversion;
provided, however, that if the Notice of Conversion is not so faxed or otherwise delivered before such time, then the Conversion
Date shall be the date the holder faxes or otherwise delivers the Notice of Conversion to the Corporation.

D. "Conversion Price" means the lower of the Fixed Conversion Price and the Variable Conversion Price, each in effect
as of such date and subject to adjustment as provided herein, but in no event less than the Floor Conversion Price.

E. "Fixed Conversion Price" means $4.20, and shail be subject to adjustrent as provided herein.
F. "Floor Conversion Price” means $3.00, subject to applicable adjustment as provided herein.

G. "Variable Conversion Price" means, as of any date of determination, an amount equal to 90% (the "Conversion
Percentage”) of the average of the Closing Bid Prices for the Corporation's common stock, par value $0.001 per share
("Common Stock”), for any three (3) trading days selected by the Hoider during the twenty (20) consecutive trading days ending
on the trading day immediately preceding such date of determination (the "Lookback Period") (subject to equitable adjustment
for any stock splits, stock dividends, reclassifications or similar events during such twenty (20) trading day period), and shat
be subject to adjustment as provided herein. For the avoidance of doubt, the trading day immediately preceding any
Conversion Date is the last calendar day that is a trading day and which is immediately preceding the Conversion Date. As
of the end of the Accrual Period, the Lookback Period shali be increased to twenty-one (21} days, and it shall increase by one
date as of the same day of each succeeding calendar month.

ARTICLE 11}
CONVERSION

A. Conversion at the Option of the Holder. (i} Subject to the limitations on canversions contained in Paragraph C of thi.
Article (1f and the rights of prepayment set forth in Article I, the Holder may, at any time and from time to time on or after th
Issue Date and prior to payment in ful) of the outstanding unconverted principal balance of and accrued interest on thi
Debenture, convert (an "Optional Conversion”) all or any part of the outstanding principal amount of this Debenture, plus ¢
accrued interest thereon through the Conversion Date, into a number of fully paid and nonassessable shares of Common Stoc
determined in accordance with the following formula:

Conversion Amount
Conversion Price

B. Mechanics of Conversion. In order to effect an Optional Conversion, a Holder shall: (x} fax (or otherwise deliver) a cc
of the fully executed Notice of Conversion to the Corporation or its transfer agent for the Common Stock and (y) surrender
cause to be surrendered this Debenture, duly endorsed, along with a copy of the Notice of Conversion as soon as practica:
thereafter to the Corporation. Upon receipt by the Comoration or its transfer agent of a facsimile copy of a Notice of Convers
from a Holder, the Corporation shall immediately send, via facsimile, a confirmation to such Holder stating that the Notice
Conversion has been received, the date upon which the Corporation expects to deliver the Common Stock issuable upon st
conversion and the name and telephone number of a contact person at the Corporation regarding the conversion. &
Corporation shall not be obligated to issue shares of Common Stock upon'a conversion uniess either this Debenture |




e

delivered to the Corporation a’ided above, or the Holder notifies the Cor;.ion or its transfer agent that such certificates
have been lost, stolen or destr¥ed and delivers the documentation to the Corporation required by Article IX.H hereof.

(i) Delivery of Common Stock Upon Conversion. Upon the surrender of this Debenture accompanied by a Notice
of Conversion, the Corporation shall, no later than the later of (a) the fifth business day following the Conversion Date and (b)
the business day following the date of such surrender (or, in the case of iost, stolen or destroyed certificates, after provision
of indemnity pursuant to Article IX.H) (the "Delivery Period"), issue and deliver to the Holder or its nominee (x) that number
of shares of Common Stock issuable upon conversion of the portion of this Debenture being converted and (y) a new
Debenture in the form hereof representing the balance of the principal amount hereof not being converted, if any. If the
Corporation's transfer agent is participating in the Depository Trust Corporation ("DTC") Fast Automated Securities Transfer
program, and if, but anly i, as the certificates therefor do not bear a legend and the holder thereof is not then obligated to return
such certificate for the placement of a legend thereon, the Corporation shall cause its transfer agent to electronicaily transmit
the Common Stock issuable upon conversion to the holder by crediting the account of the holder or its nominee with DTC
through its Deposit Withdrawal Agent Commission system ("DTC Transfer"). If the aforementioned conditions to a DTC
Transfer are not satisfied, the Corporation shall deliver to the holder physical certificates representing the Common Stock
issuable upon conversion. Further, a Holder may instruct the Corporation to deliver to the hoider physical certificates
representing the Common Stock issuable upon conversion in lieu of delivering such shares by way of DTC Transfer.

(ii} Taxes. The Corporation shall pay any and all taxes which may be imposed upon it with respect to the issuance
and delivery of the shares of Common Stock upon the conversion of this Debenture.

(iii) No Fractional Shares. If any conversion of this Debenture would result in the issuance of a fractional share of
Common Stock, such fractional share shail not be issued and an amount equal to the product of such fraction and the Closing
Bid Price as of the date of Conversion Date shall be paid in lieu thereof.

(iv) Conversion Disputes. In the case of any dispute with respect to a conversion, the Corporation shall promptly
issue such number of shares of Commaon Stock as are not disputed in accordance with subparagraph (i} above. If such dispute
involves the calculation of the Conversion Price, the Corporation shall submit the disputed calculations to an independen-
outside accountant via facsimile within two (2) business days of receipt of the Notice of Conversion. The accountant, at the
Corporation's sole expense {unless the accountant concludes that the Corporation's initial calculation was correct, in whicl
event at the holder's expense), shall audit the caleulations and notify the Corporation and the holder of the results no iater thar
two business days from the date it receives the disputed calculations. The accountant's calculation shall be deemed conclusive
absent manifest error. The Corporation shall then issue the appropriate number of shares of Common Stock in accordanc:

with subparagraph (i) above.

C. Limitations on Conversions. The conversion of this Debenture shall be subject to the following limitations (each ¢
which limitations shall be applied independently):

(i) Cap Amount. If, notwithstanding the representations and warranties of the Corporation contained in Section 3(c
of the Securities Purchase Agreement, the Corporation is prohibited by Rule 4310(a){(25)(H) or Rule 4460(i) (as the case mza
be) of the National Association of Securities Dealers, Inc. ("NASD"), or any successor or similar rule, or the rules or regulation
of any other securities exchange on which the Common Stock is then listed or traded, from issuing a number of shares c
Common Stock in excess of a prescribed amount (the "Cap Amount™), then the Corporation shall not be required to issu
shares in excess of the Cap Amount; provided, however, that this limitation in this Article I11.C.{j) shall not apply and shall &
of no further force and effect after the date of the effectiveness of the shareholder approval (the "Shareholder Approval Date
referred to in Section 4(0) of the Securities Purchase Agreement. Assuming solely for purposes of this paragraph C that Ru:
4310(a)(25)(H) or Rule 4460(i) is applicable, the Cap Amount shall be 1,494,800 shares. The Cap Amount shall be allocate
pro rata to the Holders of the Debentures as provided in Article IX.D. In the event the Corporation is prohibited from issuir:
shares of Common Stock as a result of the operation of this subparagraph (i), the Corporation shall comply with Article VL

(i) No Five Percent Holders. Unless waived in accordance with the last sentence of this subparagraph, in no eve:
shall a holder of the Debentures be entitled to receive shares of Common Stock upon a conversion to the extent that the su
of (x) the number of shares of Common Stock beneficially owned by the Holder and its affiliates (exclusive of shares issuat
upon conversion of the unconverted portion of the Debentures or the unexercised or unconverted portion of any other securitis
of the Corporation (including, without limitation, the warrants {the "Warrants”) issued by the Corporation pursuant to tt
Securities Purchase Agreement) subject to a limitation on conversion or exercise analogous to the limitations contained here!
and (y) the number of shares.of Common Stock issuable upon the conversion of the Debentures with respect to which t!
determination of this subparagraph is being made, would result in beneficial ownership by the holder and its affiliates of mc
than 4.99% of the outstanding shares of Common Stock. For purposes of this subparagraph, beneficial ownership shall -
determined in accordance with Section 13(d) of the Securities Exchange Act of 1934, as amended, and Regulation 13 D-




thereunder, except as othe, provided in clause (x)} above. Exgcept as Qded in the immediately succeeding sentence--
the restriction contained in th bparagraph (i) shall not be altered, amended, deleted or changed in any manner whatsoeve
untess the holders of a majority of the outstanding shares of Common Stock and the holders of a majority of the outstandinc-
principal amount of the Debentures shall approve such alteration, amendment, deletion or change. In applying the foregoing
such limitation should be applied in conjunction with the application of limitations on conversion or exercise analogous to th:
foregoing limitation. Notwithstanding the foregoing, the holder of this Debenture may waive the foregoing limitations anc
restrictions by written notice to the Corporation.

ARTICLE IV
RESERVATION OF SHARES OF COMMON STOCK

A. Reserved Amount. On the Issue Date, the Corporation shali reserve of the autharized but unissued share
of Common Stock for issuance upon conversion of the Debentures and thereafter the number of authorized but unissue
shares of Common Stock so reserved {as so increased, the "Reserved Amount”} shall not be decreased and shall at afl time
be sufficient to provide for the conversion of the Debentures at the then current Fioor Conversion Price thereof. The Reserve
Amount shall be allocated to the Holders of the Debentures as provided in Article IX.D.

B. Increases to Reserved Amount. If the Reserved Amount for any three consecutive frading days (the last of such thre
trading days being the "Authorization Trigger Date") shall be less than 100% of the number of shares of Common Stoc
issuable upon conversion of the Debentures at the then-current Floor Conversion Price, the Corporation shall immediatei
notify the Holders of the Debentures of such ocecurrence and shall take immediate action (including, if necessary, seekin
shareholder approval to authorize the issuance of additional shares of Common Stock) to increase the Reserved Amount &
100% of the number of shares of Common Stock then issuable upon conversion of the Debentures at the then-current Floc
Conversion Price. In the event the Corporation fails to so increase the Reserved Amount within, in the event shareholde |
approval is required, ninety (80) days, or, in the event only approval of the Company's Board of Directors is required, ten (11
days after an Authorization Trigger Date, each Holder of the Debentures shall thereafter have the option, exercisable in whe.
or in part at any time and from time to time by delivery of a Default Notice (as defined in Article VII.C) to the Corporation,
require the Corporation to prepay for cash, at the Default Amount (as defined in Article VIL.B), a portion of the Holder's princip
amount outstanding of the Debentures (plus accrued interest thereon} such that, after giving effect to such prepayment, tt
holder's allocated portion of the Reserved Amount exceeds 100% of the total number of shares of Common Stock issuat
to such holder upon conversion of its Debenture at the then-current Floor Conversion Price. If the Corporation fails to pay t
Default Amount within five (5) business days after its receipt of such Default Notice, then such Holder shall be entitled to t+
remedies provided in Article VII.C. Subject to the limitations on issuance of shares of Common Stock in excess of any Holde:
Cap Amount, notwithstanding anything else contained herein, if the Corporation has a sufficient number of authorized shar:
of Common Stock, the Corporation shall immediately issue additional shares of Common Stock to any Holder who h:
exceeded its allocated portion of the Reserved Amount upon conversions by such Holder of its Debentures.

C. Adjustment to Conversion Price, If the Corporation is prohibited, at any time, from issuing shares of Common Sto
upon conversion of the Debentures to any Holder because the Corporation does not then have available a sufficient numt
of authorized and reserved shares of Common Stock, then the Fixed Conversion Price in respect of any Debentures held
any Holder (including Debentures submitted to the Corporation for conversion, but for which shares of Common Stock ha:
not been issued to any such Holder} shall be adjusted as provided in Article V.A.

ARTICLEV
FAILURE TO SATISFY CONVERSIONS

A. Conversion Defaults; Adjustments to Conversion Price. The foliowing shall constitute a "Conversion Default”;
following the submission by a Holder of a Notice of Conversion, the Corporation fails for any reason (other than because
an event described in clause (iif) below) to deliver, on or prior to the fourth business day following the expiration of the Deliv:
Period for such conversion, such number of shares of Common Stock without a restrictive legend {(provided that appropri:
stop fransfer instructions may be given to the transfer agent as provided in the Registration Rights Agreement) to which su
Holder is entitled upon such conversion {unless as of the Conversion Date the Corporation is not required to have effect
a registration statement covering the resale of such shares under the terms of the Registration Rights Agreement (defir
below)), {ii) the Caorporation provides notice to any Holder of a Debenture at any time of its intention not to issue shares
Common Stock without a restrictive legend (provided that appropriate stop transfer instructions may be given to the trans
agent as provided in the Registration Rights Agreement) upon exercise by any Holder of its conversion rights in accordar
with the terms of the Debentures (other than because of an event described in clause (jii) below at a time when the Corpora:
is required under the Registration Righis Agreement to have an effective registration statement covering the resale of shz




issuable upon conversion, or’the Corporation is prohibited, at any tim,m issuing shares of Common Stock upon
conversion of the Debenture any Holder because the Corporation {A) does not have available at the date of such
conversion a sufficient number of authorized and reserved shares of Common Stock or (B} such issuance would exceed the
then unissued portion of such Holder's Cap Amount. In the case of a Conversion Default described in clause (i} or (iii) above,
the Fixed Conversion Price in respect of any Debentures held by such Holder (including Debentures submitted to the
Corporation for conversion, but for which shares of Common Stock have not been issued to such Holder) shall thereafter be
the lesser of (x) the Fixed Conversion Price on the date of the Conversion Default and (y) the lowest Conversion Price in effect
during the period beginning on, and including, such date through and including (A) in the case of a Conversion Default referred
to in clause (i) above, the earlier of (1) the day such shares of Common Stock are delivered to the Holder and (2) the day on
which the holder regains its rights as a holder of the Debentures with respect to such unconverted Debentures pursuant to the
provisions of Article IX.L hereof, and (B) in the case of a Conversion Default referred to in clause (jii) above, the date on which
the prohibition on issuances of Common Stock terminates. In the case of a Conversion Default described in clause (ii) above,
the Fixed Conversion Price with respect to any conversion thereafter shall be the lowest Conversion Price in effect at any time
during the period beginning on, and including, the date of the occumrence of such Conversion Default through and including
the Default Cure Date {as hereinafter defined). Foilowing any adjustment to the Fixed Conversion Price pursuant to this Article
V.A, the Fixed Conversion Price shall thereafter be subject to further adjustment for any events described in Article ViIl. Upon
the occurrence of each reset of the Fixed Conversion Price pursuant to this Paragraph A, the Corporation, at its expense, shall
promptly compute the new Fixed Conversion Price and prepare and furnish to each Hoider of the Debentures a cerificate
setting forth such new Fixed Conversion Price and showing in detail each Conversion Price in effect during such reset period.

"Default Cure Date" means (i) with respect to a Conversion Default described in clause (i) of its definition, the date the
Corporation effects the conversion of all of the outstanding Debentures, and (if) with respect to a Conversion Defauit described
in clause (ii) of its definition, the date the Corporation issues freely tradeable shares of Common Stock in satisfaction of all
conversions of the Debentures in accordance with Article LA, and {iii} with respect to either type of a Conversion Default, the
date on which the Corporation prepays the Debentures held by such holder pursuant to paragraph C of this Article V.

B. Buy-In Cure. Unless the Comporation has notified the applicable holder in writing prior to the delivery by such holder
of a Notice of Conversion that the Comporation is unable to honor conversions, if (i) (a} the Corparation fails for any reason to
deliver during the Delivery Period shares of Common Stock to a Holder upon a conversion of the Debentures or (b) there shall
occur a Legend Removal Failure (as defined in Article VII.A (iv) below) and (i) thereafter, such Holder purchases (in an open
market transaction or otherwise) shares of Common Stock to make delivery in satisfaction of a sale by such Holder of the
unlegended shares of Common Stock (the "Sold Shares") which such Holder anticipated receiving upon such conversion (a
"Buy-In"}, the Corporation shail pay such Holder (in addition to any other remedies available to the Holder) the amount by which
(x) such Hoider's totai purchase price {inciuding brokerage commissions, if any) for the unlegended shares of Common Stock
so purchased exceeds (y) the net proceeds received by such Holder from the sale of the Sold Shares. For example, if a Holder
purchases uniegended shares of Common Stock having a total purchase price of $11,000 to cover a Buy-in with respect to
shares of Common Stock it sold for $10,000, the Corporation will be required to pay the Holder $1,000. A Holder shall provide
the Corporation written notification and supporting documentation indicating any amounts payable to such Holder pursuant
to this Paragraph B. The Corporation shall make any payments required pursuant to this Paragraph B in accordance with and
subject to the provisions of Article [X.J.

C. Right to Require Prepayment. If the Corporation fails, and such failure continues uncured for five (5) business days after
the Corporation has been notifled thereof in writing by the Holder, for any reason (other than because such issuance would
excesd such Holder's allocated portion of the Reserved Amount or Cap Amount, for which failures the Holders shall have the
remedies set forth in Articles IV and VI, respectively) to issue shares of Common Stock within 10 business days after the
expiration of the Delivery Period with respect to any conversion of the Debentures, then the Holder may elect at any time and
from time to time prior to the Default Cure Date for such Conversion Default, by delivery of a Default Notice (as defined in
Article VI1.C) to the Corpaoration, to have all or any portion of such Holder's outstanding Debenfures prepaid by Corporation
for cash, at the Default Amount {as defined in Article VII.B). If the Corporation fails to pay such Defauit Amount within five
business days after its receipt of a Default Notice, then such Holder shall be entitled to the remedies provided in Article VII.C.

ARTICLE Vil
INABILITY TO CONVERT DUE TO CAP AMOUNT

A. Obligation to Cure. If at any time prior to the Shareholder Approvai Date the then unissued portion of any Holder's Cag
Amount is less than 100% of the number of shares of Common Stock then issuable upon conversion of such Holder's
Debentures at the then-current Floor Conversion Price (a "Trading Market Trigger Event"), the Corporation shall irmmediatel,
notify the Holders of Debentures of such occurrence and shall take immediate action (including, if necessary, seeking the
approval of its shareholders to autherize the issuance of the full number of shares of Common Stock which would be issuable :




upon the conversion of the E’ntures but for the Cap Amount) fo eﬁminat. prohibitions under applicable law or the ruler
or regulations of any stock exX@fiange, interdealer quotation system or other self-regulatory organization with jurisdiction ove:
the Corporation or any of its securities on the Corporation's ability to issue shares of Common Stock in excess of the Cay.
Amount ("Trading Market Prohibitions"). In the event the Corporation fails to eliminate all such Trading Market Prohibition:
within ninety (90) days after the Trading Market Trigger Event, then each Holder of Debentures shall thereafter have the option.
exercisable in whole or in part at any time and from time to time until such date that all such Trading Market Prohibitions arc
eliminated, by delivery of a Default Notice (as defined in Article VII.C) to the Corporation, to require the Corporation to repa:
for cash, at the Default Amount, a principal amount of the Holder's Debentures such that, after giving effect to such repayment
the then unissued portion of such Holder's Cap Amount exceeds 100% of the total number of shares of Common Stoci
issuable upon conversion of such Holder's Debentures at the then-current Floor Conversion Price. If the Corporation fails tc
pay the Default Amount within five (5) business days after its receipt of a Default Notice, then such Holder shall be entitled tc
the remedies provided in Articles VI.B and VII.C. On or after the Shareholder Approval Date, the Corporation shall treat an:
such Trading Market Prohibitions as eliminated.

B. Adjustment to Conversion Price. if the Cotporation is prohibited, at any time, from issuing shares of Common Stoc.
upon conversion of the Debentures to any Holder because such issuance would exceed the then unissued portion of suc!
Hoider's Cap Amount because of applicable law or the rules or reguiations of any stock exchange, interdealer quotation syster
or other self-regulatory organization with jurisdiction over the Corporation or its securities then the Fixed Conversion Price |
respect of any Debentures held by any Holder (including Debentures submitted to the Corporation for conversion, but for whic.
shares of Common Stock have not been issued) shail be adjusted as provided in Article V.A.

ARTICLE (X
EVENTS OF DEFAULT

A, Events of Default. In the event (each of the events described in clauses (i)-(ix) below after expiration of the applicab
cure period (if any) being an "Event of Default™):

(i) the Corporation fails (i) to pay the unconverted portion of the principal hereof when due, whether at maturity, upc |
acceleration or otherwise or (i} to pay any unconverted portion of an installment of interest hereon when due and such failu |
continues for a pericd of five (5) business days after the due date hereof; '

(ii) the Common Stock (including any of the shares of Common Stock issuable upon conversion of the Debenture
is suspended from trading on any of, or is not listed (and authorized) for trading on at least one of, the New York Stoc
Exchange, the American Stock Exchange, the Nasdag National Market or the Nasdaq SmallCap Market for an aggregate
10 trading days in any nine month period;

(iii) the Registration Statements required to be filed by the Corporation pursuant to Section 2(a) of that certe
Registration Rights Agreement by and among the Corporation and the other signatories thereto entered into in connection w
the Securities Purchase Agreement (the "Registration Rights Agreement”) have not been filed and declared effective witt
the time period(s) described therein or any such Registration Statements, after being declared effective, cannot be utilized
the Holders of the Debentures for the resale of all of their Registrable Securities (as defined in the Registration Righ
Agreement) (other than solely for reasons within the control of the Holders of the Debentures) for an aggregate of more th
30 days;

(iv) Provided that either a Registration Statement covering the resale of shares of Common Stock issuable up
conversion of the Debentures is in effect, or upon compliance with the requirements of Rule 144, the Corporation fails
remove any restrictive legend on any certificate or any shares of Common Stock issued to the Holders of the Debentures ur
conversion of any of the Debentures as and when required by this Debenture, the Securities Purchase Agreement or *
Registration Rights Agreement (but provided that appropriate stop-transfer instructions may be given to the transfer agent
provided in the Registration Rights Agreement) (a "Legend Removal Failure”), and any such failure continues uncured for {
business days after the Corporation has been notified thereof in writing by the Holder;

{v) the Corporation provides natice to any Holder of the Debentures, including by way of public announcement.
any time, of its intention not to issue, or otherwise refuses to issue, shares of Commaon Stock to any Holder of the Debentu. |
upon conversion in accordance with the terms of the Debentures {other than due to the circumstances contempiated by Artic
IV or V| for which the holders shall have the remedies set forth in such Articles); |




{vi) the Corporatio.all: .

(a) sell, convey or dispose of all or substantially al! of its assets (stockholder approval of such transaction
being conclusive evidence that such transaction involves the sale of all or substantially all of the assets of the Corporation);

(b) merge, consolidate or engage in any other business combination with any other entity (other than pursuant
to a migratory merger effected solely for the purpose of changing the jurisdiction of incorporation of the Corporation and other
than pursuant to a merger in which the Corporation is the surviving or continuing entity and the voting capital stock of the
Corporation immediately prior to such merger, consolidation or combination represents at least 50% of the voting power of the
capital stock of the Corporation after the merger, consofidation or combination) and its capital stock is unchanged; or

(c) have fifty percent (50%) or more of the voting power of its capital stock owned beneficially by one person.
entity or "group” {as such term is used under Section 13(d) of the Securities Exchange Act of 1934, as amended) exclusive
of Bruce Bendell, Doron Cohen or any of their family members or affiliates; or

(vii) the Corporation otherwise shall breach any term hereunder (including; without limitation, Article IV hereof) or
under the Securities Purchase Agreement or the Registration Rights Agreement, inciuding, without limitation, the
representations and warranties in the Securities Purchase Agreement or the Registration Rights Agreement and such breacl
continues uncured for 10 business days after the Corporation has been notified thereof in writing by any Holder and whicf
breach actually causes a Material Adverse Effect (as such term is defined in the Securities Purchase Agreement),

{viii) the Corporation or any subsidiary of the Corporation shall make an assignment for the benefit of creditors, or
apply for or consent to the appointment of a receiver or trustee for it or for a substantial part of its property or business; or suct
a receiver or trustee shall otherwise be appointed; or

(ix) bankruptcy, insolvency, reorganization or liquidation proceedings or other proceedings for relief under any
bankruptcy law or any law for the relief of debtors shall be instituted by or against the Corporation or any subsidiary of the
Corporation, which petition, if filed against the Corporation, is not dismissed within ninety (90) days. then, upon the
occurrence of any such Event of Default, at the option of each Holder, exercisable in whole or in part at any time and from
time to time by delivery of a Default Notice (as defined in Paragraph C below) to the Corporation while such Event of
Default continues, the Corporation shali pay the Holders (and upon the occurrence of an Event of Defauit specified in
subparagraphs (viii) and (ix) of this Paragraph A, the Corporation shall be required to pay the Holders), in satisfaction of its
obligation to pay the outstanding principal amount of the Debentures and accrued and unpaid interest thereon, an amount
equal to the Default Amount and such Default Amount, together with all other ancillary amounts payable hereunder, shall
immediately become due and payable, alt without demand, presentment or notice, all of which are hereby expressly
waived, together with all costs, including, without limitation, reasonable !egal fees and expenses of collection, and the
Holder shall be entitled to exercise all other rights and remedies available at law or in equity. For the avoidance of doubt,
the occurrence of any event described in clauses (v), (vi), (viii) or (ix) above shall immediately constitute an Event of
Default and there shail be no cure period. Upon the Corporation’s receipt of any Default Notice hereunder (other than
during the three trading day period following the Corporation’s delivery of a Default Announcement (as defined below) to &
of the Holders in response to the Corporation's initial receipt of a Default Notice from a holder of the Debentures, the
Corporation shall immediately (and in any event within one business day following such receipt) deliver a written notice (a
"Defauit Announcement”} to ali holders of the Debentures stating the date upon which the Corporation received such
Defauit Notice and the amount of the Debentures covered thereby. The Corporation shall not redeem any Debentures
during the three trading day period following the delivery of a required Default Announcement hereunder. At any time and
from time to time during such three trading day period, each holder of the Debentures may request (either orally or in
writing) information from the Corporation with respect to the instant default (including, but not limited to, the aggregate
principal amount outstanding of Debentures covered by Default Notices received by the Corporation) and the Corporation
shall furnish (either orally or in writing) as soon as practicable such requested information to such requesting holder.

B. Definition of Defauit Amount. The "Default Amount” with respect to a Debenture means an amount equal to the great
of:

(i) (V/CP)x M
and (i) V x 114%

where:




V" means the princi unt aggregate outstanding of the Deben eing paid plus all accrued and unpaid interes-
thereon and any Prepayment®efault Payments (if any) through the payment date;

"CP" means the Conversion Price in effect on the date on which the Corporation receives the Default Notice; and

"M" means (i} with respect to all repayments other than repayments pursuant to Article VII.A{vi) hereof, the highes
Closing Bid Price of the Corporation's Common Stock during the period beginning on the date on which the Corporatior
receives the Default Notice and ending on the date immediately preceding the date of payment of the Default Amount and (ii
with respect to repayments pursuant to Article ViI.A(vi) hereof, the greater of (a) the amount determined pursuant to claus:
{i) of this definition or (b) the fair market value, as of the date on which the Corporation receives the Default Notice, of tht
consideration payable to the holder of a share of Common Stock pursuant to the transaction which triggers the repaymer.
obligation. For purposes of this definition, "fair market value” shall be determined by the mutual agreement of the Corporatic:
and Holders of a majority-in-interest of the then outstanding principal amount of the Debentures, or if such agreement cannc
be reached within five business days prior to the date of repayment, by an investment banking firm selected by the Corporatic:
and reasonably acceptable to Holders of a majority-in-interest of the then outstanding principal amount of the Debentures, wit.
the costs of such appraisal to be bome by the Corporation.

C. Failure to Pay Default Amounts. If the Corporation fails to pay any Holder the Default Amount with respect to an
Debenture within five business days after its receipt of a notice requiring such repayment (a "Default Notice"), then the holde
of any Debenture delivering such Default Notice (i) shall be entitled to interest on the Default Amount at a per annum rate equc
to the lower of twenty-four percent (24%) and the highest interest rate permitted by applicable law from the date on which th
Corporation receives the Default Notice until the date of payment of the Default Amount hereunder, and (i) shall have the righ
at any time and from time to time, to require the Corporation, upon written notice, to immediately convert (in accordance wit
the terms of Paragraph A of Article I1l) all or any portion of the Default Amount, plus interest as aforesaid, into shares ¢
Common Stock at the lowest Conversion Price in effect during the period beginning on the date on which the Corporatic
receives the Default Notice and ending on the Conversion Date with respect to the conversion of such Default Amount. In tF
event the Corporation is not able to repay all of the outstanding Debentures subject to Default Notices delivered prior to t-
date upon which such repayment is to be effected, the Corporation shall repay the outstanding Debentures from each hold:
pro rata, based on the total amounts due the Debentures at the time of repayment included by such holder in all Default Notice
delivered prior to the date upon which such repayment is to be effected relative to the total amounts due under the Debenture
at the time of repayment included in all of the Default Notices delivered prior to the date upon which such repaymentis to ¢
effected.

ARTICLE X
ADJUSTMENTS TO THE CONVERSION PRICE
The Conversion Price shall be subject to adjustment from time to time as follows:

A. Stock Spiits, Stock Dividends, Etc. If, at any time on or after the First Closing Date, the number of outstanding shares
Common Stock is increased by a stock split, stock dividend, combination, reclassification or other similar event, the Fix:
Conversion Price and the Floor Conversion Price shall be proportionately reduced, or if the number of outstanding shar
of Common Stock is decreased by a reverse stock split, combination or reclassification of shares, or other similar eve
the Fixed Conversion Price and the Floor Conversion Price shall be proportionately increased. In such event, t
Corporation shall notify the Corporation’s transfer agent of such change on or before the effective date thereof.

B. Adjustment Due to Merger, Consolidation, Etc. If, at any time after the First Closing Date, there shall be (i)
reclassification or change of the outstanding shares of Common Stock (other than a change
in par value, or from par value to no par value, or from no par value to par value, or as a result of a subdivision
combination), (ii) any consalidation or merger of the Corporation with any other entity (other than a merger in which t
Corporation is the surviving or continuing entity and its capital stock is unchanged), (i) any sale or transfer of ail
substantially all of the assets of the Corporation or (iv) any share exchange pursuant to which ail of the outstanding shar
of Common Stock are converted into other securities or property (each of i) - (iv) above being a "Corporate Change"), tt
the Holders of the Debentures shall thereafter have the right to receive upon conversion, in lieu of the shares of Comm
Stock otherwise issuable, such shares of stock, securities and/or other property as would have been issued or payz.
in such Corporate Change with respect to or in exchange for the number of shares of Common Stock which would he
been issuable upon conversion (without giving effect to the limitations contained in Article l1.C) had such Corpor
Change not taken place, and in any such case, appropriate provisions shall be made with respect to the rights ¢
interests of the Holders of the Debentures to the end that the economic value of the Debentures are in no way diminist
by such Corporate Change (as reasonably determined by the Holders of a majority of the principal amount of
Debentures then outstanding} and that the provisions hereof (including, without limitation, in the case of any s:




consolidation, merger or.in which the successor entity or purchas‘ntity is not the Corporation, an immediate
adjustment of the Fixed Conversion Price and the Floor Conversion Price so that the Fixed Conversion Price and the Floor
Conversion Price immediately after the Corporate Change reflects the same relative value as compared to the value of
the surviving entity's common stock that existed between the Fixed Conversion Price and the Floor Conversion Price,
respectively, and the value of the Corporation's Common Stock immediately prior to such Corporate Change and an
immediate revision to the Variable Conversion Price so that it is determined as provided in Article i1.H but based on the
price of the common stock of the surviving entity and the market in which such common stock is traded) shall thereafter
be applicable, as nearly as may be practicable in relation to any shares of stock or securities thereafter deliverable upon
the conversion thereof. The Corporation shall not effect any Corporate Change unless (i) each holder of the Debentures,
along with notice sent to the holders of the Common Stock of the Corporation, has received written notice of such
transaction at least 75 days prior thereto, but in no event later than 20 days prior to the record date for the determination
of shareholders entitled to vote with respect thereto, and (i) the resulting successor or acquiring entity (if not the
Corporation) assumes by written instrument (in form and substance reasonably satisfactory to the Holders of a majority
of the principal amount of the Debentures then outstanding) the obligations of the Debentures. The above provisions shall
apply regardiess of whether or not there would have been a sufficient number of shares of Common Stock authorized and
available for issuance upon conversion of the Debentures outstanding as of the date of such transaction, and shall similarly
apply to successive reclassifications, consolidations, mergers, sales, transfers or share exchanges.

C. Adjustment Due to Major Announcement. In the event the Corporation at any time after the First Closing Date (i)
makes a public announcement that it intends to consolidate or merge with any other entity (other than a merger.in which
the Corporation is the surviving or continuing entity and its capitai stock is unchanged) or to seil or transfer all or
substantially all of the assets of the Corporation or (ii) any person, group or entity (including the Corporation} publicly
announces a tender offer, exchange offer or another transaction to purchase 50% or more of the Corporation's Common
Stock or otherwise publicly announces an intention to replace a majority of the Corporation's Board of Directors by waging
a proxy battle or otherwise (the date of the announcement referred to in clause (i} or (i) of this Paragraph C is hereinafter
referred to as the "Announcement Date”), then the Conversion Price shall, effective upon the Announcement Date anc
continuing through the tenth trading day following the earlier of the consummation of the proposed transaction or tender

offer, exchange offer or another transaction or the Abandonment Date (as defined below), be equal to the lower of (x) the ;
Conversion Price which woulid have been applicable for an Optional Conversion occurring on the Announcement Date anc

{y) the Conversion Price determined in accordance with Article [1.E on the Conversion Date set forth in the Notice ¢

Conversion for the Optional Conversion. From and after the tenth trading day following the Abandonment Date, th-
Conversion Price shall be determined as set forth in Article lI.E. "Abandonment Date" means with respect to any propose:
transaction or tender offer, exchange offer or another transaction for which a public announcement as contempiated b
this Paragraph C has been made, the date upon which the Corporation {in the case of clause (i) above) or the persor |
group or entity (in the case of clause (i) above) publicly announces the termination or abandonment of the propose

transaction or tender offer, exchange offer or another transaction which caused this Paragraph C to become operative

D. Adjustment Due to Distribution. If, at any time after the First Closing Date, the Corporation shall declare or make ar
distribution of its assets {or rights to acquire its assets) to holders of Common Stock as a partial liquidating dividend, t
way of return of capital or otherwise (including any dividend or distribution to the Corporation's sharehoiders in cash -
shares (or rights to acquire shares) of capital stock of a subsidiary (i.e. a spin-off)) (a "Distribution”), then the Holders
the Debentures shail be entitied, upon any conversion of the Debentures after the date of record for determinir
shareholders entitled to such Distribution, to receive the amount of such assets which would have been payable to tf
Holder with respect to the shares of Common Stock issuable upon such conversion (without giving effect to the limitatic
contained in Article 11.C) had such Holder been the holder of such shares of Common Stock on the record date for t.
determination of shareholders entitled to such Distribution.

E. Issuance of Other Securities With Variable Conversion Price. If, at any time after the First Closing Date, t
Corporation shall issue any securities which are convertible into or exchangeable for Common Stock ("Converti.
Securities”) at a conversion or exchange rate based on a discount to the market price of the Common Stock at the ti
of conversion or exercise, then the Conversion Percentage in respect of any conversion of any portion of this Debent:
after such issuance shall be caliculated utilizing the higher of the greatest discount applicable to any such Convert;
Securities and the discount then in effect in calculating the Variable Conversion Price; provided, that no adjustment
be made (i) upon the grant or exercise of any stock or options which may hereafter be granted or exercised under :
employee benefit plan of the Corporation now existing or to be implemented in the future, or upon grant or exercise of
stock or options to or by any officer, director, employee, agent, consultant or other entity providing services to
Corporation, whether or not under a plan, so long as the issuance of such stock or options is approved by a majorit
the non-employee members of the Board of Directors of the Corporation or a majority of the members of a committe
non-employee directors estabiished for such purpose; (i) upon the issuance of any Debentures or Warrants issue
issuable in accordance with the terms of the Securities Purchase Agreement; (i) upon the issuance of securitic




connection with an underwri ublic offering of the Corporation; (iv) upo! issuance of securities in connection with
any merger, acquisition or tolidation. or purchase of assets or busif®ss from another person, so long as the
Corporation is the surviving corporation; (v} upon the issuance of securities issued as the result of anti-dilution rights
granted to a third party;, and {vi) in connection with the Issuance of securities upon the exercise of warrants or other rights
granted as "equity kickers" to the holders of Senior Indebtedness.

F. Purchase Rights. If, at any time after the First Closing Date, the Corporation issues any Convertible Securities or rights
to purchase stock, warrants, securities or other property {the "Purchase Rights") pro rata to the record holders of any class
of Common Stock, then the Hoiders of the Debentures will be entitled to acquire, upon the terms applicable to such
Purchase Rights, the aggregate Purchase Rights which such Holder could have acguired if such holder had held the
number of shares of Common Stock acquirable upon complete conversion of the Debentures (without giving effect to the
limitations contained in Article lil.C} immediately before the date on which a record is taken for the grant, issuance or sale
of such Purchase Rights, or, if no such record is taken, the date as of which the record holders of Common Stock are to
be determined for the grant, issue or sale of such Purchase Rights.

G. Notice of Adjustments. Upon the accurrence of each adjustment or readjustment of the Conversion Price pursuant
to this Article Vi1, the Corporation, at its expense, shall promptly compute such adjustment or readjustment and prepare
and furnish to each Holder of the Debentures a certificate setting forth such adjustment or readjustment and showing in
detail the facts upon which such adjustment or readjustment is based. The Corporation shall, upon the written request at
any time of any Holder of the Debentures, furnish to such Holder a like certificate setting forth (i} such adjustment or
readjustment, (ii) the Conversion Price at the time in effect and (jii) the number of shares of Common Stock and the
amount, if any, of other securities or property which at the time would be received upon conversion of any Debenture.

ARTICLE X1
MISCELLANEOUS

A. Failure or Indulgency Not Waiver. No failure or delay on the part of any Holder in the exercise of any power, right or
privilege hereunder shall operate as a waiver thereof, nor shall any single or partial exercise of any such power, right or
privilege preclude other or further exercise thereof or of any other right, power or privilege.

B. Notices. Any notices required or permitted to be given under the terms of this Debenture shalt be sent by certified or
registered mail (return receipt requested) or delivered personally or by courier or by confirmed telecopy, and shall be effective
five days after being placed in the mail, if mailed, or upon receipt or refusal of receipt, if delivered personally or by courier or
confirmed telecopy, in each case addressed to a party. The addresses for such communications shait be:

Iif to the Corporation:

Fidelity Holdings, Inc.
80-02 Kew Gardens Road
Suite 5000

Kew Gardens, NY 11415
Telecopy: (718) 793-2455

If to the Holder, to the address set forth under such Holder's name on the signature page to the Securities Purchase
Agreement executed by such Holder. Each party shali provide notice to the other parties of any change in address.

C. Amendment Provision. This Debenture and any provision hereof ray only be amended by an instrument in writing
signed by the Corporation and all of the Holders. The term "Debenture” and all references thereto, as used throughout this
instrument, shall mean this instrument as originally executed, or if later amended or supplemented, then as so amended or
supplemented.

D. Assignability; Allocation of Cap Amount and Reserved Amount. This Debenture shall be binding upon the Corporation
and its successors and assigns and shall inure to the benefit of the holder and its successors and assigns. The initial Cap
Amount and Reserved Amount shall be allocated pro raia among the Holders of the Debentures based on the aggregate
principal amount of Debentures issued to each Holder. Each increase to the Cap Amount and the Reserved Amount shall be
allocated pro rata among the Holders of Debentures based on the oufstanding principal amount of Debentures held by each
Holder at the time of the increase in the Cap Amount or Reserved Amount. In the event a Holder shall sell or atherwise transfer
any of such Holder's Debentures, each transferee shall be allocated a pro rata portion of such transferor's Cap Amount and
Reserved Amount. Any portion of the Cap Amount or Reserved Amount which remains allocated to any person or entity which




does not hold any Debenturgashaill be allocated to the remaining Holders’ebentures, pro rata based on the outstanding
principal amount of Debent hen held by such Holders. Each transfere a Debenture shall agree in writing to be bounc
by the terms of the Securities Purchase Agreement and shall make the representations and warranties set forth in Section &
thereof.

E. Cost of Collection. If default is made in the payment of this Debenture, the Corporation shall pay the Holder hereo-
costs of collection, including reasonable attorneys' fees.

F. Governing Law; Jurisdiction. This Debenture shall be governed by and construed in accordance with the laws of the
State of New York without regard to principles of choice of laws or conflict of laws that would defer to the substantive law ¢

another jurisdiction. The Corporation irrevocably consents to the jurisdiction of the United States federal courts and the state

courts located in New York in any suit or proceeding based on ar arising under this Debenture and irrevocably agrees that a:

claims in respect of such suit or proceeding shall be exclusively determined in such courts. The Corporation irrevocably waive: |
the defense of an inconvenient forum to the maintenance of such suit or proceeding. The Corporation further agrees thz '

service of process upon the Corporation mailed by first class mail shall be deemed in every respect effective service of proces:

upon the Corporation in any such suit or proceeding. Nothing herein shall affect the right of any Holder to serve process in an:
other manner permitted by law. The Corporation agrees that a final non-appealable judgment in any such suit or proceeding

shall be conclusive and may be enforced in other jurisdictions by suit on such judgment or in any other lawful manner.

G. Denominations. At the request of Holder, upon surrender of this Debenture, the Corporation shall promptly issue nev

Debentures in the aggregate outstanding principal amount hereof, in the form hereof, in such denominations of at least $25,00( |

as Holder shall request.

M. Lost or Stolen Debentures. Upon receipt by the Corporation of (i} evidence of the loss, theft, destruction or mutilatior
of any Debenture and (ii) (y) in the case of loss, theft or destruction, of indemnity (without any bond or other security
reasonably satisfactory to the Corporation, or (z) in the case of mutilation, upon surrender and cancellation of any Debenture
the Corporation shall execute and deliver a new Dabenture of like tenor and date. However, the Corporation shall nat be
obligated to reissue such lost or stolen Debenture if the holder contemporaneously requests the Corporation to convert suct
Debenture.

I. Quarterly Statements of Available Shares. For each calendar quarter beginning in the quarter in which the initic
registration statement required to be filed pursuant to Section 2(a) of the Registration Rights Agreement is declared effectiv.
and thereafter so long as any Debentures are outstanding, the Corporation shail deliver (or cause its transfer agent to deliver
if 50 requested in writing by a Holder a written report notifying the holders of any occurrence which prohibits the Corporatic:
from issuing Common Stock upon any such conversion. The report, if so delivered, shall also specify (i) the total outstandin:
principal amounts of Debentures as of the end of such quarter, (i} the total number of shares of Common Stock issued upo:
all conversions of Debentures prior to the end of such quarter, (jii) the total number of shares of Common Stock which ar-
reserved for issuance upon conversion of the Debentures as of the end of such quarter and (iv) the total number of shares ¢
Common Stock which may thereafter be issued by the Corporation upon conversion of the Debentures before the Corporatior
would exceed the Cap Amount and the Reserved Amount. The Corporation {or its transfer agent) shall deliver the report fc
each quarter to each Holder prior to the tenth day of the calendar month following the quarter to which such report relates. |:
addition, the Corporation (or its transfer agent) shall provide, within 15 days after delivery to the Corporation of a written reques
by any holder, any of the information enumerated in clauses (i) - (iv) of this Paragraph | as of the date of such reques:
Simultanecusly with delivering such quarterly statements or respending to such written request, the Corporation shall issu
a press release with substantially the same information.

J. Payment of Cash; Defauits. Whenever the Corporation is required to make any cash payment to a Holder under th:
Debentures {as a Conversion Default Payment, upon prepayment, repayment or otherwise), such cash payment shall be mad-
to the Holder within five business days after delivery by such Holder of a notice specifying that the Holder elects to receive suc.
payment in cash and the method {e.g., by check, wire transfer) in which such payment should be made. If such payment i
not delivered within such five business day period, such Holder shall thereafter be entitled to interest on the unpaid amour
at a per annum rate equal to the lower of twenty-four percent (24%) and the highest interest rate permitted by applicable la:
untii such amount is paid in full to the Hoider.

K. Restrictions on Shares. The shares of Common Stock issuable upon conversion of this Debenture may not be soi
or transferred unless (i) they first shall have been registered under the Securities Act and applicable state securities laws, (i
the Corporation shall have been furnished with an opinion of legal counse! (in form, substance and scope customary fc
opinions in such circumstances) to the effect that such sale or transfer is exempt from the registration requirements of th
Securities Act or (jii) they are sold under Rule 144 under the Act. Except as otherwise provided in the Securities Purchas
Agreement, each certificate for shares of Common Stock issuable upon conversion of this Debenture that have not been




registered and that have not md under an exemption that permits remova.ne legend, shall bear a legend substantially
in the following form, as approp :

THE SECURITIES REPRESENTED BY THIS CERTIFICATE HAVE NOT BEEN REGISTERED UNDER THE
SECURITIES ACT OF 1933, AS AMENDED, OR THE SECURITIES LAWS OF ANY STATE OF THE UNITED STATES. THE
SECURITIES REPRESENTED HEREBY MAY NOT BE OFFERED OR SOLD IN THE ABSENCE OF AN EFFECTIVE
REGISTRATION STATEMENT FOR THE SECURITIES UNDER APPLICABLE SECURITIES LAWS UNLESS OFFERED,
SOLD OR TRANSFERRED UNDER AN AVAILABLE EXEMPTION FROM THE REGISTRATION REQUIREMENTS OF
THOSE LAWS.

Upon the request of a holder of a certificate representing any shares of Common Stock issuable upon conversion of this
Debenture, the Corporation shall remove the foregoing legend from the certificate and issue to such holder a new certificate
therefor free of any transfer legend, if (i) with such request, the Corporation shall have received either (A) an opinion of counsel,
in form, substance and scope customary for opinions in such circumstances, to the effect that any such legend may be
removed from such certificate, or (B) satisfactory documentation from Holder that Holder is seiling such security in compliance
with Rule 144 or that such Holder and such security meet the requirements of Rule 144(k} or (i) a registration statement under
the Securities Act covering the resale of such securities is in effect. Nothing in this Debenture shall (i) limit the Corporation's
obligation under the Registration Rights Agreement, or (i) affect in any way Holder's obligations to comply with applicable
securities laws upon the resale of the securities referred to herein.

L. Status as Debentureholder. Upon submission of a Notice of Conversion by a Holder of the Debentures, (j) the principal
amount of the Debentures and the interest thereon covered thereby (other than any portion of the Debentures, if any, which
cannot be converted because their conversion would exceed such Holder's allocated portion of the Reserved Amount or Cap
Amount) shall be deemed converted into shares of Common Stock as of the Conversion Date and (i) the Holder's rights as
a holder of such Debentures shall cease and terminate (but only with respect to that portion of the Debentures covered by such
Notice of Conversion), excepting only the right to receive certificates for such shares of Common Stock and to any remedies
provided herein or otherwise available at law or in equity to such Holder because of a failure by the Corporation to comply with
the terms of the Debentures. In situations where Article V.B is applicable, the number of shares of Common Stock referred
to in clauses (i) and (ii) of the immediately preceding sentence shall be determined on the date on which such shares of
Common Stock are delivered to the Holder. Notwithstanding the foregoing, if a Holder has not received certificates for all
shares of Common Stock prior to the tenth business day after the expiration of the Delivery Period with respect to a conversion
of Debentures for any reason, then (unless the Holder otherwise elects to retain its status as a holder of Common Stock by
so notifying the Corporation within five business days after the expiration of such 10 business day period} the portion of the
principal amount and interest thereon subject to such conversion shall be deemed outstanding under the Debentures and the
Corporation shall, as soon as practicable, return the Debentures to the Holder. In all cases, the Holder shall retain all of its
rights and remedies (including, without limitation, (i) the right to receive payments pursuant to Article V.C to the extent required
thereby for such Conversion Default and any subsequent Conversion Default and (ii) the right to have the Conversion Price
with respect to subsequent conversions determined in accordance with Article V.A) for the Corporation’s failure to convert the
Debentures.

M. Remedies Cumulative. The remedies provided in this Debenture shall be cumulative and in addition to all other
remedies available under this Debenture, at law or in equity (including a decree of specific performance and/or other injunctive
relief), and nothing herein shall imit a holder's right to pursue actual damages for any failure by the Corporation to comply with
the terms of this Debenture. The Corporation acknowledges that a breach by it of its obligations hereunder will cause
ireparable harm to the holders of the Debentures and that the remedy at law for any such breach may be inadequate. The
Corporation therefore agrees, in the event of any such breach or threatened breach, that the hoiders of the Debentures shall
be entitled, in addition to all other available remedies, to an injunction restraining any breach, without the necessity of showing
economic loss and without any bond or other security being required.

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]




IN WITNESS WHEREOF,grower has caused this Debenture to be exged by its duly authorized officer.
FIDELITY HOLDINGS, INC,
By:

Name:
Title:




. Exhibit 1 .

NOTICE OF CONVERSION

To: Fidelity Holdings, Inc.
80-02 Kew Gardens Road
Suite 5000
Kew Gardens, NY 11415
Telecopy: (718) 793-2455
Attention:

The undersigned hereby irrevocably elects to convert $ [principal] [and] [interest] amount of the Debenture (the
"Conversion™), into shares of common stock ("Common Stock”} of Fidelity Holdings, Inc. (the "Corporation™) according to the
conditions of the Convertible Term Debenture dated January 25, 1999 (the "Debenture"}, as of the date written below. i
securities are to be issued in the name of a person other than the undersigned, the undersigned will pay all transfer taxes
payable with respect thereto. No fee will be charged to the holder for any conversion, except for transfer taxes, if any. A cop:
of the Debenture is attached hereio (or evidence of loss, theft or destruction thereof).

If so able, the Corporation shall electronically transmit the Common Stock issuable pursuant to this Notice of Conversion tc
the account of the undersigned or its nominee (which is }with DTC through its Deposit Withdrawal Agen |
Commission System ("DTC Transfer").

The undersigned represents and warrants that all offers and sales by the undersigned of the securities issuabie to the
undersigned upon conversion of this Debenture shail be made pursuant to registration of the Common Stock under the
Securities Act or pursuant to an exemption from registration under the Act.

In the event of partial exercise, please reissue an appropriate Debenture(s) for the principal balance which shall not have beer
converted.

Check Box if Applicable:

| ] Inlieu of receiving the shares of Common Stock issuable pursuant to this
Notice of Conversion by way of DTC Transfer, the undersigned hereby
requests that the Corporation issue and deliver {o the undersigned
physical certificates representing such shares of Common Stock.

Date of Conversion:

Applicable Conversion Price:

Amount of Accrued and Unpaid
Interest on the Principal
Amount to be converted, if any:

Amount of Conversion Default Payments or Prepayment Default
Payments to be converted, if any:

Number of Shares of
Common Stock to be Issued:

Signature:;

Name:

Address:




Exhibit 10.60 . .

Placement Agency Agreement
January 25, 1999

The Zanett Securities Corporation
Tower 49, 31st Floor

12 East 49th Street

New York, NY 10017

Gentlemen:

This agreement {"Agreement™) will confirm that Fidelity Holdings, Inc., a Nevada corporation (the "Company”), has
retained The Zanett Securities Corporation ("Zanett" or the "Placement Agent") as its exclusive placement agent to assist the
Company, during the 30 day period commencing on the date hereof (the "Term"), on a "best-efforis” basis, in connection with
the placement of up to 2,750 units (the "Units") at a price of $4,127.27 per Unit, each Unit consisting of (i) $4,127.27 face
amount of the Company's Convertible Term Debentures (each, a "Debenture™), convertible into shares of the Company's
Common Stock, par value $0.01 per share (the "Common Stock™, (i) 36.3636 shares of Common Stock {the "Purchasec
Shares™), {iii) Warrants to acquire 25.4545 shares of Common Stock, par value $0.01 per share, of Computer Business
Sciences, Inc. a Delaware corporation ("CBS") {(each, a "CBS Warrant” and collectively the "CBS Warrants"} and (iv) Warrants
to acquire 343.9394 shares of Common Stock (each, a "Warrant” and collectively the "Warrants"). The Debentures shall be
in a form to be agreed upon by the Company and the Placement Agent. The shares of Common Stock issuable upon
conversion of the Debentures are referred to herein as the "Conversion Shares” and the shares of Common Stock issuable
upon exercise of or otherwise pursuant to the Warrants are referred to herein as the "Warrant Shares” and the shares of CBS
Common Stock issuable upon exercise of or otherwise pursuant to the CBS Warrants are referred herein as the "CBS Shares”.
The Debentures, the Purchased Shares, the CBS Warrants, the CBS Shares, the Warrants, the Conversion Shares and the
Warrant Shares are collectively referred to herein as the "Securities.” The Company agrees that, during the Term, Zanett shall
have the exclusive right to offer and place the Securities and that all conversations, negotiations, documents and other
materials exchanged between the Company and the Placement Agent shall not be disclosed or released to any third party
without the prior written consent of Zaneit, which consent shall not be unreasonably withheid or delayed. The Company
acknowledges that certain of the aforementioned Securities may be purchased by affiliates of Zanett.

The Units are being offered to "accredited investors” in accordance with Regulation D promulgated under the Securitie
Act of 1933, as amended (the "Securities Act"). Each prospective investor ("Investor") subscribing to purchase the Units wil
be required to deliver, among other things, a Securities Purchase Agreement between the Company and the Investor (the
"Securities Purchase Agreement") in form and substance reasonably satisfactory to Zanett and the Company, representing
and warranting, among other things, that such Investor is an "accredited investor” as such term is defined in Regulation D.
Contemporaneous with the execution and delivery of the Securities Purchase Agreement, the Investors shall execute anc
deliver a Registration Rights Agreement (the "Registration Rights Agreement") in form and substance reasonably satisfactor
to Zanett and the Company pursuant to which the Company will agree to provide the Investors certain registration rights under
the Securities Act with respect to the Conversion Shares and Warrant Shares.

The Securities Purchase Agreement, the form of Debenture, the Warrants and the Registration Rights Agreement are
referred to herein collectively as the "Offering Documents.” The offering of Units described in the Offering Documents ic
referred to herein as the "Offering.”

1. Appointment of Placement Agent. Zanett is hereby appointed Placement Agent of the Company for the purposes ¢
assisting the Company in finding qualified Investors to participate in the Offering. On the basis of the representations anc
warranties and subject to the terms and conditions contained herein, Zanett hereby accepts such agency and agrees to assis
the Company in finding qualified Investors to participate in the Offering during the Term. Zanett's agency hereunder is nc
terminable by the Company except upon termination of the Offering or at the end of the Term. Upon termination of the Offering
all subscriptions received, if any, shall be returned to Investors without interest or deduction.

2. Closing; Placement Fee and Warrant; Expenses.

a. Closing. Upon satisfaction of the conditions to the closing contained in the Securities Purchase Agreement, thr
closings (each, a "Closing") of the purchase and sale of the Units shall take place at the offices of Klehr, Harrison, Harvey
Branzburg & Ellers LLP or such other mutually agreed place, at such time and date (the "Closing Dates™) as may be agree-
upon between the Placement Agent, the Investors and the Company.




b. Procedures at Qing. Counsel for the Placement Agent shalll a! as escrow agent for the Closings {the "Escro:
Agent"). At each Closing:

(i) The Company shalt deliver to the Escrow Agent, on behaif of the Placement Agent and the Investors, ar

opinion of the Company's outside legal counsel, dated as of the applicable Closing Date, in such form as may be reasonab!.

acceptable to the Placement Agent and its counsel.

{ii) The Company shall deliver to the Escrow Agent certificates from the Company, signed by the Presider
or a Vice President thereof, certifying that attached thereto is a frue and correct copy of resolutions adopted by the Company'

Board of Directors authorizing (A) the execution, delivery and performance of this Agreement, the Securities Purchas: !

Agreement, the Registration Rights Agreement, the Debentures, the Warrants and other documentation related to the Offering
and (B) the issuance of the Purchased Shares and the reservation for issuance and issuance of the Conversion Shares ar:
the Warrant Shares. CBS shall deliver to the Escrow Agent certificates from CBS, signed by the President or a Vice Presider.
thereof, certifying that attached thereto is a true and correct copy of resolutions adopted by CBS's Board of Director:
authorizing (A) the execution, delivery and performance of the Securities Purchase Agreement and the CBS Warrants, an:
(B) the reservation for issuance of the CBS Shares. Each certificate shall aiso certify that such resolutions have not bee:
modified, rescinded or amended and are in full force and effect.

{ii) The Company shall deliver to the Escrow Agent certificates of good standing of the Company and of CB:
Corp., dated as of a recent date, from the Secretaries of States of their respective states of incorporation.

(iv) Each Investor shall deliver to the Escrow Agent two executed copies of the Securities Purchas: !

Agresment and Registration Rights Agreement signed by such Investor, and the Company shall deliver to the Escrow Ager

with respect to each investor, two executed copies of its acceptance of the Securities Purchase Agreement and Registratioi

Rights Agreement executed by such Investor.

(v) Each Investor shall have wire transferred immediately available funds to an escrow account designate:
by the Escrow Agent in an amount equal to that portion of the aggregate purchase price of the Units(s) being purchased b
such Investor due at such Closing.

{vi} The Company shail have delivered to the Escrow Agent the duly executed Debentures and Warrants bein
purchased by the Investors, (and, at the First Closing, the duly executed CBS Warrants and certificates evidencing th
Purchased Shares being purchased by the Investors} in such denominations as the Investors shall request.

(vii) The Company and the Placement Agent shall instruct the Escrow Agent to pay to the Company the
portion of the purchase price (collectively, the "Purchase Price”) for the Units subscribed for due at such Closing, less th
Placement Agent Fee (as defined below) and other authorized expenses of the Offering, out of the funds on deposit in th:
escrow account received from Investors whose Securities Purchase Agreements have been accepted.

¢. Placement Fee, Expenses. The Company covenants and agrees to pay to the Placement Agent at each Closin
a fee (the "Placement Agent Fees") equal to six percent 6% of the aggregate Purchase Price paid at such Closing. Suc.
Placement Agent Fee shall be delivered by the Escrow Agent to Zanett by wire transfer, in accordance with Zanett's writte
wiring instructions, from the funds on deposit in the escrow account simuitaneously with payment for and delivery of the Unit
at each Closing under the Securities Purchase Agreement as provided in paragraph 2(a) above. In addition, the Placemer
Agent shall be entitled to receive from the Company a non-accountable expense allowance ({the "Expense Allowance™) eque
to nine-tenths of one percent (0.9%) of the aggregate Purchase Price. Such Expense Allowance shall be delivered in the sam
manner as the Placement Agent Fee. in addition, the Company shall pay to the Placement Agent, on the first day of eac
calendar month during which any Debentures or Warrants are outstanding, a monitoring and financial advisory fee of On
Thousand Seven Hundred Fifty Dollars ($1,750.00) for which the Placement Agent shall periodically consult with the Comparn
concerning market conditions, investor perceptions of the Company and related matters.

d. Stock and Warrants. In addition to the Placement Agent Fees, at the First Closing under the Securities Purchas
Agreement, the Company shall issue to the Placement Agent or fo its officers set forth on Schedule 2(d), each of whom is &
accredited investor (the "Zanett Officers™), as directed by the Placement Agent (i) 18.1818 shares of the Company's Commc
Stock for each Unit, (i) CBS Warrants for 10.8091 CBS Shares for each Unit and (ii) Warrants, in substantially the forr
attached hereto as Exhibit A, to purchase, in the aggregate, 41.6667 shares of the Company’s Common Stock for each Ur.
("Placement Warrants"). At each of the Second Closing and the Third Closing under the Security Purchase Agreement, th
Company shall issue to the Placement Agent or the Zanett Officers, as directed by the Placement Agent, Placement Warran-
to purchase, in the aggregate, 65.1515 shares of the Company's Common Stock for each Unit. The shares of the Company




Common Stock issuzble upon e‘se of the Placement Warrants shall hereir.' be referred to as the "Placement Warrant
Shares.” The Company shall grant the Placement Agent certain registration rights under the Securities Act with respect to the
Ptacement Warrant Shares pursuant to the Registration Rights Agreement.

e. Expenses of Offering. The Company shall be responsible for and shall bear all expenses directly and necessarily
incurred by it in connection with the Offering. In the event the Closing does not occur during the Term, the Company shall
reimburse the Placement Agent for its reasonable attorneys’ fees and expenses and up to $3,500 of other reasonable, actual
and accountable out-of-pocket expenses incurred in connection with the Offering.

f. Non-Circumvention Period; Lockup Period; Additional Financing Period.

(i) The Company agrees that, during the period beginning on the date hereof and ending four (4) years
following the later of the date hereof and the date of the Closing (as defined in Section 2(a) hereof) (the "Non-Circumvention
Period"), it will not, without the prior written consent of the Placement Agent, negotiate or contract or have discussions
concerning any such matters with any Investor or any other party introduced to the Company by Placement Agent, each of
which are listed Schedule 2(f)(i) hereto to obtain additional financing in any form.

(ii) The Company agrees that, during the period beginning on the date hereof and ending two (2} years
following the first Closing Date (the "Lock-Up Period"), it will not, without the prior written consent of the Placement Agent,
contract with any other party to obtain additional financing in which any below market equity or equity-linked securities are
issued ("Future Offerings™); provided, that if at such time the outstanding principal balance of, and accrued but unpaid interest
on, the Debentures is less than 40% of the aggregate original principal amount of the Debentures, and such Future Offering
is for an aggregate amount (including the aggregate exercise price of warrants or similar rights} of $1,000,000 or less, such
consent shall not unreasonably withheld. In addition, and independent of the foregoing sentence, the Company will not conduct
any Future Offering during the period beginning on the date hereof and ending one year after the conclusion of the Lock-Up
Period unless it shall have first delivered to the Placement Agent written notice of such proposed Future Offering, including
the terms and conditions thereof, and providing the Placement Agent an option, which option must be exercised within fifteen
(15) days following delivery of such notice, to act as the placement agent for such Future Offering on terms, including fees,
no less favorable to the Company as those set forth in such notice and to place the securities being offered by the Company
in the Future Offering to the Investors or to such other persons or entities as the Placement Agent shall determine (the
limitations referred to in this and the immediately preceding sentence are hereinafter collectively referred to as the "Capitai
Raising Limitation™). In the event that the Placement Agent does not exercise the foregoing option, the Company may proceec
with such Future Offering on the terms and conditions set forth in the notice to the Placement Agent. The Capital Raisinc
Limitation shall not apply to any transaction involving issuances of securities as consideration in a merger, consolidation or
acquisition of assets, or in connection with any strategic partnership or joint venture (the primary purpose of which is not tc
raise equity capital), or as consideration for the acquisition of a business, product or license by the Company. The Capita
Raising Limitation shall also not apply to (i) the issuance of securities pursuant to an underwritten public offering, (i} the
issuance of securities upon exercise or conversion of the Company's options, warrants or other convertible securitiec
outstanding as of the date hereof or issued as part of the Offering, (iii) the grant of additional options or warrants, or the
issuance of additional securities, under any Company stock option, bonus or restricted stock plan for the benefit of the
Company's employees, consultants or directors, or (iv) the issuance of securities upon the exercise of warrants issued to ¢
bank or other commercial financing institution as an "equity kicker" in connection with floor plan financing or financing of the
acquisition of substantially all of the assets or equity securities of other entities. In the event that the Purchasers (as define-
in the Securities Purchase Agreement) exercise their right to elect not to fund the second or third tranche of the Units (2
described in the Securities Purchase Agreement), the provisions of the first sentence of this Section 2(f)(ii) shall no longer b
applicable and, for purposes of the second sentence of this Section 2(f}(ii), the Capital Raising Limitations thereafter shall nc
apply to any Future Offering the terms and conditions of which are not materially more favorable to the investor than the secon
and third tranches under the Securities Purchase Agreement.

3. Representations and Warranties and Covenants.
a. The Company represents and warrants to Zanett that:

(i) This Agreement has been duly authorized, executed and delivered by the Company and, assuming the dt
execution by Zanett, constitutes a legal, valid and binding
agreement of the Company, enforceable against the Company in accordance with its terms except (i) as limited by applicat
bankruptcy, insolvency, recrganization, moratorium, fraudulent conveyance, and other laws of general application affectir
enforcement of creditors’ rights generally, as iimited by laws relating to the availability of specific performance, injunctive reli
or other equitable remedies, or (i) to the extent the indemnification provisions contained in the Registration Rights Agreeme |
may he limited by applicable federal or state securities laws.
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(i) The Company has defivered to Zanett true and complete copies of the SEC Documents (as defined in the
Securities Purchase Agreement) filed by the Company on or after December 31, 1996 with the Securities and Exchange
Commission (the "SEC") pursuant to the reporting requirements of the Securities Exchange Act of 1934, as amended (the
"Exchange Act"). '

(i) The Company recognizes and confirs that Zanett (i} will use and rely primarily on the SEC Documents
and on information available from generally recognized public sources in performing the services contemplated by this
Agreement without having independently verified the same; (i) is authorized to assist the Company in the structuring of the
Offering with any prospective purchaser who is an "accredited investor” as defined in Regulation D under the Securities Act
and to provide copies of the SEC Documents and forms of the Securities Purchase Agreement and other Offering Documents
to prospective purchasers of the Company’s securities in connection with the performance of Zanett's services hereunder; and
(iii) does not assume responsibility for the accuracy or completeness of the SEC Documents.

(iv) In addition to the foregoing, the Company hereby incorpaorates by reference all of the representations and
warranties and covenants to be set forth in the Securities Purchase Agreement and the other Offering Documents with the
same force and effect as if specifically set forth herein.

{(v) So long as the Debentures remain outstanding, (i) the Company shall provide Zanett, within three (3)
business days of the filing or preparation thereof, with such financial and other statements including, without limitation,
management letters and consolidated financial statements as are provided to any other lenders to or security holders of the
Company; (ii} in the event any current officer, director, employee, consultant or other agent ceases, subsequent to the date
hereof, to have such relationship with the Company and such cessation has, or is likely to have, a material adverse effect on
the Company, taken as a whole, thé Company shall promptly notify Zanett of such event, which notification shaii
comprehensively describe such circumstances; (iii) the Company shall, on a regular basis, provide to Zanett updates of any
material litigation andfor govemmental proceedings which could reasonably be expected to have a material adverse effect onn
the business of the Company; and (iv) the Company shall promptly provide to Zanett notice of any event of defauit under any
agreement or other document with any lender or hoider of any security of the Company, which default reasonably could be
expected to have a material adverse effect on the Company, taken as a whole. Zanett shall hold in confidence and shall no
make any disclosure {except to an Investor who has agreed in writing to restrictions
on disciosure substantially equivalent to this Subsection) or use of (including without limitation market activities) any suct
information disclosed to it pursuant to clauses (i) through (iv) above which the Company determines in good faith to be
confidential, and of which determination Zanett is so notified, unless (a) the release of such information is ordered pursuan
to a subpoena or other order from a court or govermnment body of competent jurisdiction or (b) the information has been made
generally available to the public other than by disclosure in violation of this or any other agreement. Anything contained hereir
to the contrary notwithstanding, Placement Agent's obligations {0 proceed with the Offering is conditioned upon Placemen
Agent's due diligence investigation of the Company. Zanett shall be fully informed by the Company of any events which migh
have a material affect on the financial condition of the Company. If, in Zanett's opinion, the condition of the Company, financis
or otherwise, and its prospects are affected in a material and/or adverse manner and do not fulfill Zanett's expectations, Zanet
shall have the sole discretion to review and determine its continued interest in the Offering. In the event that Zanett elects nc
to proceed with the Offering, this Agreement shall terminate.,

(vi) So long as the Debentures remain outstanding, the Company shall make available, during regule
business hours on one (1) Business Day's prior written notice, all records and books of account of the Company for inspectio:
by Zanett. The Company shall permit Zanett, during reguiar business hours on one (1} Business Day's prior written notice, t-
inspect its properties.

(vii) The Company has the requisite corporate power and authority to enter into and perform its obiigation
under this Agreement and to issue the Placement Warrants in accordance with the terms hereof. The execution and deliver
of this Agreement and the Placement Warrants by the Company and the consummation by it of the transactions contemplate
hereby (including, without (imitation, the issuance of the Placement Warrants and the reservation for issuance and issuanc
of the Placement Warrant Shares issuable upon exercise of the Placement Warrants) have been duly authorized by 1.
Company's Board of Directors and no further consent or authorization of the Company, its Board of Directors, or i
shareholders is required, except for the shareholder approval described in Section 4(n) of the Securities Purchase Agreemer

{viif) The Placement Warrant and the Placement Warrant Shares issuable upon the exercise thereof are du
authorized and, upon issuance of the Placement Warrants in accordance with the terms hereof and the Warrant Shares upc
exercise of the Placement Warrants in accordance with the terms thereof, will be validly issued, fully paid and non-assessab!
and free from all taxes, liens and charges with respect to the issue thereof and shall not be subject to preemptive rights or oth




simitar rights of the shareholde the Company, other than restrictions on '®¥8fer imposed by federal and state securities
laws.

(ix) The execution, delivery and performance of this Agreement by the Company and the consummation by
the Company of the transactions contemplated hereby will not (A) result in a violation of the Company's Certificate of
Incorporation or By-laws or (B) conflict with, or constitute a default {(or an event which with notice or lapse of time or both would
become a defauit} under, or give to others any rights of termination, amendment, acceleration or cancellation of, any material
agreement, indenture or instrument to which the Company is a party, or, to its knowledge, resuit in a violation of any law, rule,
regulation, order, judgment or decree (including federal and state securities laws and regulations) applicable to the Company
or by which any property or asset of the Company is bound or affected (except, with respect to clause (B), for such conflicts,
defaults, terminations, amendments, accelerations, cancellations and violations as would not, individually or in the aggregate,
have a material adverse effect on the operation, properties, prospects or financial condition of the Company ("Material Adverse
Effect")). The Company is not in violation of its Certificate of Incorporation or By-laws and is not in default (and no event has
occurred which with notice or lapse of time of both would put the Company in default) under, nor has there occurred any event
giving others (with notice or lapse of time or both) any rights of termination, amendment, acceleration or cancellation of, any
agreement, indenture or instrument to which the Company is a party, except for possible defaults as would not, individually
or in the aggregate, have a Material Adverse Effect. The business of the Company is not being conducted, and shall not be
conducted, in violation of any law, ordinance or regulation of any governmental entity, except for possibie violations which either
singly or in the aggregate do not have a Material Adverse Effect. Except as specifically contemplated by this Agreement and
as required under the Securities Act and any applicable state securities laws, the Company is not required to obtain any
consent, authorization or order of, or make any filing or registration with, any court or governmental agency or any regulatory
or self regulatory agency in order for it to execute, deliver or perform any of its obligations under this Agreement in accordance
with the terms hereof.

(x) The Company shall at all times have authorized, and reserved for the purpose of issuance, a sufficient
number of Placement Warrant Shares to provide for the full exercise of the outstanding Placement Warrants.

{xi) The Company shall promptly secure the listing of the Placement Warrant Shares upon each national
securities exchange or automated quotation system, if any, upon which shares of Common Stock are then listed {(subject to
official notice of issuance) and shall maintain, so long as any other shares of Common Stock shall be so listed, such listing of
all Placement Warrant Shares from time to time issuabie upon exercise of the Placement Warrants.

b. The Zanett Officers each individually represent and warrant to the Company that:

(i) The Zanett Officer is acquiring the Placement Warrants and the Placement Warrant Shares for its own
account and not with a present view towards the public sale or distribution thereof.

(ii) The Zanett Officer is an "Accredited Investor” as that term is defined in Rule 501(a) of Regulation D.

(iii) The Zanett Officer understands that the Placement Warrants and the Placement Warrant Shares are beinc
issued to the Zanett Officer in reliance upon specific exemptions from the registration requirements of United States federz
and state securities laws and that the Company is relying upon the truth and accuracy of, and the Zanett Officer's compliance
with, the representations, warranties, agreements, acknowledgments and understandings set forth herein in order to determine
the availability of such exemptions and the eligibility of the Zaneit Officer to acquire the Placement Warrants and the Placemen
Warrant Shares.

(iv) The Zanett Officer understands that (i) except as provided in the Registration Rights Agreement, the sale
or resale of the Placement Warrants and the Placement Warrant Shares issuable upon exercise thereof have not been an
are not being registered under the Securities Act or any state securities laws, and may not be transferred unless (a) the resai-
of the Securities has been registered thereunder; or (b) the Zanett Officer shall have delivered to the Company an opinion ¢
counsel (which opinion shall be in form, substance and scope customary for opinions of counsel in comparable transactions
to the effect that the securities to be sold or transferred may be sold or transferred pursuant to an exemption from suc
registration; or (c) the Securities are sold under Rule 144 promulgated under the Securities Act {or a successor rule) ("Rui
144™); or (d) the Securities are soid or transferred to a non-broker dealer affiliate of the Zanett Officer who agrees to sell ¢
otherwise transfer such securities only in accordance with the provisions of the terms hereof and who is an Accredited Investc
and (ii) neither the Company nor any other person is under any obligation to register such Securities under the Securities A«
or any state securities laws (other than pursuant to the Registration Rights Agreement). Notwithstanding the foregoing ¢
anything else contained herein to the contrary, such securities may be pledged as collateral in connection with a bona fic
margin account or other lending arrangement so long as the pledgee is an accredited investor.




(v) This Agreement has been duly and validly authorized, executed and delivered on behalf of Placemen
Agent and duly and validly executed and delivered by each Zanett Officer and is the valid and binding agreement of each o:
themn enforceable against each of them in accordance with its terms.

(vi) Neither the Placement Agent nor the Zanett Officers have any authority to act on behalf of, or otherwise. |
bind, the Company.

c. The Placement Agent represents and warrants to the Company that:

(i) The Placement Agent is (i} a registered broker-dealer under the Securities Exchange Act of 1934, (ii) ¢ i
member in good standing of the National Association of Securities Dealers, Inc. ("NASD") and (iif) registered as a broker-deale:
in any state in which it is required to be in order to offer and sell the Securities in such state.

(i) The Placement Agent will cooperate with the Company to ensure that the offering and sale of the Securitie:
complies with the requirements of Rule 506, including, without limitation, the general conditions contained in Regulation D, the
federal securities laws and the state securities or "blue sky" laws of the jurisdiction in which the Securities are offered, and th:
Placement Agent will not make an offer of Securities in any jurisdictions in which such offer would be unlawful. The Placemer:
Agent shall fully conform with all Federal, state and NASD rules and regulations {including without limitation those describe:
in NASD Natices to Members) with respect to escrow provisions and requirements. ‘

(iii} The Placement Agent will not offer the Securities by any form of general solicitation or general advertising
{as prohibited by Rule 502(c) of Regulation D), including any communication published in any newspaper, magazine o
electronic media, or by any seminar or meeting whose attendees have been invited by any genera! solicitation or generz
advertising. Additionally, the Placement Agent will not employ any sales literature except the Securities Purchase Agreement

{(iv) The Placement Agent has the necessary power and authority to enter into this Agreement and t
consumimate the transactions contemplated hereby.

{v) The Placement Agent is a corporation duly organized and validly existing under the laws of the state ¢
Delaware; and the consummation of the transactions herein contemplated will not result in any violation of, or be in conflict witr
or constitute a defauit under, any material agreement or instrument to which the Placement Agent is a party or by which th
Placement Agent or its properties are bound, or to its knowledge, any judgment, decree, order or any statute, rule or regulatic
applicable to the Placement Agent.

(vi) Neither the Placement Agent nor any of its directors or officers are subject to disqualification unde
Regulation D or applicable state securities laws.

4, Publicity. The Company shall not make any reference to Zanett, the Zanett Officers or to any of their affiliates in an-
release or other communication without Zanett's prior written consent, which shall not be unreasonably withheld or defayec
provided, that the foregoing shail not prohibit the Company from complying with applicable law. Without Zanett's prior writte
consent, which shall nat be unreasonably withheld or delayed, no advice rendered by Zanett in connection with the service
performed by Zanett pursuant to this Agreement will be quoted by the Company, its affiliates or representatives nor will an
such advice be referred to in any report, document, release or other communication, whether oral or written, prepared or issue
or fransmitted by such person, except to the extent required by law (in which case the appropriate party shall so advise Zane
in writing prior to such use and shall consult with Zanett with respect to the form and timing of the disclosure).

5. indemnification and Contribution.

a. To the extent permitted by law, the Company will indemnify, hold harmless and defend Zanett and each of i
directors, officers, partners, members, employees, agents and each person who controls Zanett within the meaning of t-
Securities Act or the Exchange Act, if any, (each, a "Zanett Indemnified Person™), against any joint or several losses, claim
damages, liabilities or expenses (collectively, together with actions, proceedings or inquiries by any regulatory or self-regulatc
organization, whether commenced or threatened, in respect thereof, "Ciaims”) to which any of them may become subje
insofar as such Claims arise out of or are based upon: {i) any transaction contemplated by this Agreement, the retention
Zanett as Placement Agent under this Agreement, the performance of services by Zanett hereunder ar any involvement
alleged invoivemnent of Zanett in the Offering or (if) any breach of any of the Company’s representations, warranties
covenants contained herein. The Company shall reimburse each of the Zanett Indemnified Persons, promptly as suc ;
expenses are incurred and are due and payable, for any reasonable legal fees or other reasonable expenses incurred by the |




in connection with investigati defending any such Claim. Notwithstand&nything to the contrary contained herein, the
indemnification agreement contained in this Section 5(a} shall not (i) apply in instances where the Claims were the result ¢

Zanett's gross negligence or based on Zanett's wilful misconduct, and (ii) apply to amounts paid in settiement of any Claim i:
such settlement is effected without the prior written consent of the Company, which consent shall not be unreasonably withheld.

b. To the extent permitted by law, Zanett will indemnify, hold harmiess and defend the Company and each of its
directors, officers, partners, members, employees, agents and each person who controls the Company within the meaning ¢
the Securities Act or the Exchange Act, if any, (each, a "Company Indemnified Person™), against any joint or severai losses
claims, damages, liabilities or expenses {collectively, together with actions, proceedings or inquiries by any regulatory or self
regulatory organization, whether commenced or threatened, in respect thereof, "Claims”) to which any of them may become
subject insofar as such Claims arise out of or are based upon: (i) any failure by Zanett to comply with Federal, state or an:
other applicable securities laws or (i} any breach of any of Zanett's representations, warranties or covenants contained hereir:
Zanett shall reimburse each of the Company Indemnified Persons, promptly as such expenses are incurred and are due anc
payable, for any reasonable legal fees or other reasonable expenses incurred by them in connection with investigating ¢
defending any such Claim. Notwithstanding anything to the contrary contained herein, the indemnification agreement containe«
in this Section 5(b) shall not apply to amounts paid in settlement of any Claim if such settlement is effected without the pric
written consent of Zanett, which consent shall not be unreasonably withheld.

c. Promptly after receipt by a Zanett Indemnified Person or Company Indemnified Person, as the case may be (eac:
an "Indemnified Person™) under this Section 5 of notice of the commencement of any action (including any governmentz
action), such Indemnified Person shall, if a Claim in respect thereof is made against the Company under Section 5(a} or
against Zanett under Section 5(b), deliver to the Company or Zanett, as the case may be {each an "Indemnifying Party"} :
written notice of the commencement thereof, and the Indemnifying Person shall have the right to participate in, and, to th
extent the indemnifying Person so desires, to assume control of the defense thereof with counsel mutually satisfactory to th
Indemnifying Person and the Indemnified Person; provided, however, that an Indemnified Person shall have the right to retai
its own counsel, with the fees and expenses to be paid by the Indemnifying Person, if, in the reasonable opinion of counse
retained by the Indemnified Person, the representation by such counsel of the Indemnified Person and the Indemnifying Persc
would be inappropriate due to actual or potential differing interests between such Indemnified Person and any other par:
represented by the Indemnifying Person’s counsel in such proceeding. The Indemnifying Person shall pay for only one separat
legal counsel for the Indemnified Persons, and such legal counsel shall be selected by the Indemnifying Person. The failur
to deliver written notice to the Indemnifying Person within a reasonable time of the commencement of any such action she
not relieve the Indemnifying Person of any liability to the Indemnified Person under this Section 5, except to the extent that t-
Indemnifying Person is actually prejudiced in its ability to defend such action. The indemnification required by this Section
shall be made by periodic payments of the amount thereof during the course of the investigation or defense, as such expens
loss, damage or liability is incurred and is due and payable.

d. To the extent any indemnification by the Indemnifying Person of an Indemnified Person is prohibited or limite
by law or otherwise unavailable in respect of any Claim, the Indemnifying Person agrees to make the maximum confributic
with respect to any amounts for which it would otherwise be liable under Section 5 to the fullest extent permitted by law. In th
regard, the Indemnifying Person shall contribute to the amount paid or payable by such Indemnified Person as a resuit of ar
such Claim (i) in such portion as is appropriate to reflect the relative benefits received by the Indemnifying Person, on the or
hand, and the Indemnified Person, on the other, from the structuring and issuance of the securities in the Offering or any oth
transaction in which Zanett rendered services hereunder or (i) if the allocation provided by clause (i) above is not permitte
by applicable law, in such proportion as is appropriate to reflect not only the relative benefits referred to in clause (i) above &
also the relative fault of the Indemnifying Person, on the one hand, and of the Indemnified Person, on the other, in connectic
with untrue statements or omissions or other actions {or alleged untrue statements, omissions or other actions) which resulte
in such Claim as well as any other relevant equitable considerations. The relative benefits received by the Indemnifying Persc
on the one hand, and the Indemnified Person, on the other, shall be deemed to be in the same proportion as the total gro’
proceeds received by the Indemnifying Person in the Offering or any other financing bears to such Indemnified Persor
compensation. The relative fault of the Indemnifying Person on the one hand and of the Indemnified Person on the other sh
be determined by reference to, among other things, whether such untrue statements or omissions or other actions (or alleg:
untrue statements, omissions or other actions) relate to information supplied or action taken by the Indemnifying Person,
the one hand, by the Indemnified Person, on the other, and the relevant persons' relative intent, knowledge, access
information and opportunity to correct or prevent such untrue staternents, omission or actions. The amount paid or payat
by a party as a result of the Claim shall be deemed ta include any legal or other fees or expenses reasonably incurred by su
party in connection with investigating or defending any action or claim. The parties agree that it would not be just and equitat
if contribution pursuant to this Section 5 were determined by pro rata allocation or by any other method of allocation which dc
not take account of the equitable considerations referred to above.




€. The aforesaid in.ity and contribution agreements shall ap o any related activities engaged in by any
Indemnified Person prior to this date and to any modification of this Agreement, and shall remain in full force and effect
regardless of any investigation made by or on behalf of either party or any of its respective agents, employees, officers,
directors or controlling persons and shall survive the issuance of any securities in any transaction referred to hereunder
{including the Offering) and any termination of this Agreement or Placement Agent's engagement hereunder. The Indemnifying
Person agrees to promptly notify the Indemnified Person of the commencement of any litigation or proceeding against it or any
of its directors, officers, agents or employees in connection with the transactions contemplated hereby.

f. The indemnifying Person alsc agrees that no Indemnified Person shall have any liability (whether direct ar indirect,
in contract or tort or otherwise) to the Indemnifying Person, its owners, creditors or security holders for or in connection with
advice or services rendered or to be rendered by Zanett pursuant to this Agreement, the fransactions contemplated hereby
or any Indemnified Person's actions or inactions in connection with any such advice, services or fransactions except for
liabilities (and related expenses) of the Indemnifying Person that are determined by a final judgment of a court of competent
jurisdiction to have resulted primarily from such Indemnified Person's gross negligence or wilful misconduct in connection with
any such advice, actions, inactions or services.

6. Survival of Certain Provisions. The representations, warranties, covenants and provisions contained in Section 2(f),
Section 3, Section 4 and Section 5 hereof shall survive in full force and effect until that date which is three (3) years from the
date hereof (or such longer period as may be specified in such provisions) regardless of (a) any completion or termination of
any financing contemplated by this Agreement (including the Offering), (b) any termination of this Agreement, or (c) any
investigation made by or on behalf of Placement Agent or any affiliate of Placement Agent, and shall be binding upon, and shall
inure to the benefit of, any successors, assigns, heirs and personal representatives of the Company, Zanett, the Indemnified
Parties and any holder of Placement Warrants.

7. Miscellaneous.

a. All notices, requests, demands and other communications which are required or may be given hereunder shail
be in writing and shall be deemed to have been duly given when delivered personally, receipt acknowledged or five (5) days
after being sent by registered or certified mail, return receipt requested, postage prepaid. All notices shall be made to rhe
parties at the addresses designated above or at such other or different addresses which party may subsequently provided with
notice thereof, and, to their respective legal counsel, as follows:

(i} If to Placement Agent, to

The Zaneit Securities Corporation
Tower 49, 31st Floor
12 East 49th Street
New York, NY 10017
Attention: Claudio Guazzoni
- with a copy to -

Klehr, Harrison, Harvey, Branzhurg & Ellers
1401 Walnut Street
Philadelphia, PA 19102
Aftention: Lawrence D. Rovin, Esquire

(i} If to the Company, to

Fidelity Holdings, Inc.
80-02 Kew Gardens Road
Suite 5000
Kew Gardens, NY 11415
Attention; Doron Cohen, President

-with a copy to -

Littman Krooks Roth & Ball P.C.
655 Third Avenue, 20th Figor
New York, New York 10017
Attention: Mitchell C. Littman, Esquire




b. This Agreement may be executed simultaneously in two or more counterparts, each of which shall be deemed
an original, but all of which shall constitute one and the same instrument. This Agreement, once executed by a party, may be
delivered to the other parties hereto by facsimile transmission of a copy of this Agreement bearing the signature of the party
so delivering this Agreement.

c. This Agreement shalt be governed by, and construed in accordance with, the laws of the State of New York
(without regard to its conflict of laws provisions). The Company hereby agrees to submit to the exclusive jurisdiction of an
arbitration pane! of the National Association of Securities Dealers, Inc. located in the City of New York in connection with any
suit, action or proceeding related to this Agreement or any of the matters contemplated hereby, irrevocably waives any defense
of lack of personai jurisdiction and irrevocably agrees that all ¢laims in respect of any suit, action or proceeding may be hearc
and determined in by such panel. The Company irrevocably waives, to the fullest extent it may effectively do so under
applicable taw any obijection which it may now or hereafter have to the laying of venue of any such suit, action or proceeding
brought before any such court and any claims that any such suit, action or proceeding brought in any such arbitration pane:
has been brought in an inconvenient forum. Each party further agrees to pay or reimburse the other party for all reasonable
costs and expenses incurred by the other party in connection with the enforcement of any of its rights under this Agreement
including without limitation, all attomeys' fees and expenses of its counsel.

|

d. The section headings in this Agreement have been inserted as a matter of convenience of reference and are nc

a part of this Agreement. '

e. This Agreement may not be modified or amended except in writing duly signed by the parties hereto.

f. If any term, provision, covenant or restriction contained in this Agreement is held by a court of competen
jurisdiction or other authority fo be invalid, void, unenforceable or against its regulatory policy, the remainder of the terms
provisions, covenants and restrictions contained in this Agreement shail remain in full force and effect and shall in no way b
affected, impaired or invalidated.

g. Each party to this Agreement has participated in the negotiation and drafting of this Agreement. As such, th

language used herein shall be deemed to be the language chosen by the parties hereto to express their mutual intent, and n
rule of strict construction will be applied against any party to this Agreement.

Please sign and return the original and one copy of this letter to indicate your acceptance of the terms set forth here:
whereupon this letter and your acceptance shall constitute a binding agreement between you and the Company.
Very truly yours,
FIDELITY HOLDINGS, INC.
By: /s/ Doron Cohen

Name: Doron Cohen
Title: President

Accepted and Agreed to this 25th day of January, 1999.
THE ZANETT SECURITIES CORPORATION
By: /s/ Claudio Guazzoni

Name: Claudic Guazzoni
Title: President

s/ Claudio Guazzoni

Claudio Guazzoni

Is! David McCarthy }



David McCarthy .
fs/ Tony Milbank

Tony Milbank




Schedule 2({d)

Number of Warrants Number of Shares of Number of CBS
Officer per Unit Common Stock per Unit Warrants per Unit
Claudic Guazzoni 1st: 15.6250 6.8182 4.0909

2nd: 24.4318
3rd: 24.4318

David McCarthy 1st: 15.6250 6.8182 4.0909
2nd: 24,4318
3rd: 24.4318

Tony Milbank lst: 10.4167 4.5455 2.7273
2nd: 16.287%
3rd: 16.2879

Total

Exhibit 10.61
SECURITIES PURCHASE AGREEMENT

SECURITIES PURCHASE AGREEMENT (this "Agreement”), dated as of January 25, 1999 by and among FIDELITY
HOLDINGS, INC., a carporation organized under the laws of the State of Nevada (the "Company"), with headquarters locatec
at 80-02 Kew Gardens Road, Suite 5000, Kew Gardens, New York 11415, COMPUTER BUSINESS SCIENCES, INC., &
corporation organized under the laws of the State of Delaware and a wholly-owned subsidiary of the Company ("CBS") anc
each of the purchasers {collectively, the "Purchasers") set forth on the execution pages hereof {the "Execution Pages").

WHEREAS:

A. The Company, CBS and each Purchaser are executing and detivering this Agreement in reliance upon the exemptior
from securities registration afforded by the provisions of Regulation D ("Regulation D”), as promuigated by the United States
Securities and Exchange Commission {the "SEC™) under the Securities Act of 1933, as amended (the "Securities Act") anc
Section 4(2) of the Securities Act.

B. The Company and CBS desire to sell, and the Purchasers, severally and not jointly, desire to purchase, upon the terms.
and conditions stated in this Agreement up to 2,750 Units (the "Units™}, each Unit consisting of no less than one and up to three
tranches, (a) in the first tranche, (i) a Convertible Debenture in the principal amount of One Thousand Dollars {$1,000) of the
Company, in the form attached hereto as Exhibit A (the "Debentures"}, convertible on certain tenms and conditions into share:
of the Company's common stock, par value $0.01 per share {the "Commeon Stock™), (i) 36.3636 shares of Common Stock, (jii
warrants {the "Warrants”), in the form atlached hereto as Exhibit B, to acquire 83.3333 shares of Common Stock and (iv
warrants {the "CBS Warrants") in the form attached hereto as Exhibit C, to acquire 25.4545 shares of common stock, par valu:
$0.01 per share, of CBS (the "CBS Shares"), and (b), in the second franche, (i) a Debenture in the principal amount of On:
Thousand Five Hundred Sixty-Three and 64/100 Dollars ($1,563.64) and (i) Warrants to acquire 130.3030 shares of Commo!
Stock and (c) in the third tranche, (i) Debentures in an aggregate principal amount of One Thousand Five Hundred Sixty-Thre-
and 64/100 Dallars ($1,563.64) and (i) Warrants to purchase 130.3030 shares of Common Stock. The shares of Commo:
Stock issuabte upon conversion of or otherwise pursuant to the Debentures are referred to herein as the "Conversion Shares
and the shares of Common Stock issuable upon exercise of or otherwise pursuant to the Warrants are referred fo herein &
the "Warrant Shares.” The Dehentures, the Common Stock, the Warrants, the CBS Warrants, the CBS Stack, the Conversic
Shares and the Warrant Shares are collectively referred to herein as the "Securities."

C. Contemporaneous with the execution and delivery of this Agreement, the Company and the Purchasers are executir
and delivering a Registration Rights Agreement, in the form
attached hereto as Exhibit D {the "Registration Rights Agreement"), pursuant to which the Company has agreed to provic
certain registration rights under the Securities Act and the rules and regulations promulgated thereunder, and applicable sta
securities laws.

NOW, THEREFQORE, the Company and the Purchasers hereby agree as follows:

1. PURCHASE AND SALE OF UNITS




a. Purchase of Units. The issuance, sale and purchase of the Debentures, the Common Stock, the CBS Warrants and
the Warrants shall occur in three tranches with separate closings, hereinafter referred to as the "First Closing," the "Second
Closing" and the "Third Closing,"” respectively. Each of the First Closing, the Second Closing and the Third Closing is
hereinafter referred to as a "Closing”. On the date of each Closing, subject to the satisfaction (or waiver) of the relevant
conditions set forth in Section 6 and Section 7 below, the Company shall issue and sell to each Purchaser, and each Purchaser
severally (but not jointly) agrees to purchase from the Company, such Units for the relevant purchase price as is set forth on
such Purchaser's Execution Page attached hereto (the "Purchase Price"). Each Purchaser's obligation to purchase Units
hereunder is distinct and separate from each other Purchaser's obligation to purchase and no Purchaser shall be required tc
purchase hereunder more than the principal amount of its Debentures and the number of its Common Stock, CBS Warrants
and Warrants set forth on such Purchaser's Execution Page hereto notwithstanding any failure by any other Purchaser to
purchase Units hereunder nor shall any Purchaser have any liability by reason of any such failure by any other Purchaser.

b. Form of Payment. At each Closing, each Purchaser shall pay the aggregate Purchase Price of the Securities being
purchased by such Purchaser hereunder at such Closing by wire transfer of immediately available funds to the Company, in
accordance with the Company's written wiring instructions, in each case, against delivery of the duly executed Debentures,
certificates representing the Common Stock and duly executed CBS Warrants (at the First Closing only) and duly executec
Warrants being purchased by such Purchaser and the Company shall deliver such Debentures, certificates, Warrants and CBE
Warrants, each bearing the restrictive legend set forth in Section 2(f), against delivery of such aggregate Purchase Price.

¢. Closing Date. Subject to the satisfaction (or waiver) of the relevant conditions thereto set forth in Section 6 and Section
7 below, the date and time of the issuance and sale of the Units shall be (i) in the case of the First Closing, 12:00 noon Eastern
Time on January 25, 1999 and (ii} in the case of the Second Closing and the Third Closing, 12:00 noon Eastern Time on the
fifth (5th} trading day following notification of satisfaction (or waiver) of the relevant conditions to such Closing and (iii) in the
case of the Third Closing 12:00 noon Eastem Time on the fifth (5th) trading day following notification of satisfaction (or waiver’
of the relevant conditions fo such Closing, or, in each case, such other time as may be mutually agreed upon by the Company
and the Purchasers. The date of the First Closing, the Second Closing, or the Third Closing, as the case may be, shal’
hereinafter be referred to as the "First Closing Date,” "Second Closing Date," or the "Third Closing Date," respectively. Eact
Closing shall occur at the offices of Klehr, Harrison, Harvey, Branzburg & Ellers, LLP, 1401 Wainut Street, Philadelphia
Pennsylvania 19102.

2. PURCHASERS® REPRESENTATIONS AND WARRANTIES
Each Purchaser severally represents and warrants to the Company as follows:

a. Investment Purpose. The Purchaser is purchasing the Securities for the Purchaser's own account, not as nominee ¢
agent, for investment purposes only and not with a present view towards the public sale or distribution thereof, except pursuar.
to sales that are exempt from the registration requirements of the Securities Act and/or sales registered under the Securitiec
Act. The Purchaser understands that the Purchaser must bear the economic risk of this investment indefinitely, unless the
Securities are registered pursuant to the Securities Act and any applicable state securities or blue sky laws or an exemptior
from such registration is available, and that the Company has no present intention of registering the resale of any suc!
Securities other than as contemplated by the Registration Rights Agreement. Notwithstanding anything in this Section 2(a)
the contrary, by making the representations herein, the Purchaser does not agree to hold the Securities for any minimum ¢
other specific term and reserves the right to dispose of the Securities at any time, provided that any such deposition shall b-
in accordance with or pursuant to a registration statement or an exemption under the Securities Act. By executing thi
Agreement, the Purchaser further represents that the Purchaser does not presently have any contract, undertaking, agreemer
or arrangement with any person to sell, transfer or grant participations to such person or to any third person, with respect t
any of the Securities. The Purchaser has not been formed for the specific purpose of acquiring the Securities. The Purchase
is not a registered broker-dealer and is not engaged in the business of being a broker-dealer.

b. Accredited Investor Status. The Purchaser is an "Accredited Investor” as that term is defined in Rule 501(a) ¢
Regulation D.

¢. Reliance on Exemptions. The Purchaser understands that the Units are being offered and sold to the Purchaser
reliance upon specific exemptions from the registration requirements of United States federal and state securities laws ar:
that the Company is relying upon the truth and accuracy of, and the Purchaser's compliance with, the representation:
warranties, agreements, acknowledgments and understandings of the Purchaser set forth herein in order to determine tr
availability of such exemptions and the eligibility of the Purchaser to acquire the Units. The Purchaser understands that t-
resale of Securities is "restricted” under applicable U.3. Federal and state securities laws and that, pursuant to these laws, tt
Purchaser must hold the Securities indefinitely unless they are registered for resale with the Securities and Exchant




Commission and qualified ber authorities, or an exemption from sud’gistration and qualification requirements is
available. The Purchaser acknowledges that the Company has no obligation to register or qualify the Securities for resale
except as set forth in the Registration Rights Agreement. The Purchaser further acknowledges that if an exemption from
registration or qualification is available, it may be conditioned on various requirements including, but not limited to, the time
and manner of sale, the holding period for the Securities, and on requirements relating to the Company which are outside of
the Purchaser's control.

d. Information. The Purchaser and its counsel have been fumished all materials relating to the business, management,
finances and operations of the Company and of CBS materials relating to the offer and sale of the Units which have been
specifically requested by the Purchaser or its counsel. The Purchaser and its counsel have been afforded access and the
opportunity to ask questions of the Company and have received what the Purchaser believes to be satisfactory answers to
any such inquiries. Although neither such inquiries nor any other due diligence investigation conducted by the Purchaser or
its counsel or any of its representatives shall modify, amend or affect the Purchaser’s right to rely on the Company's
representations and warranties contained in Section 3 below, Purchaser acknowiedges and agrees that it has conducted its
own due diligence investigation of the Company and CBS. The Purchaser understands that its investment in the Units involves
a high degree of risk. Specifically, Purchaser acknowledges that CBS, following the merger described in Section 4(k) below,
will be a private company engaged in developing technology which may never prove to become commercially accepted and
that no assurance can be given that CBS will effect an initial public offering in the near future or ever.

e. Governmental Review. The Purchaser understands that no United States federal or state agency or any other
government or governmental agency has passed upon or made any recommendation or endorsement of the Units. THE
SECURITIES OFFERED HEREBY HAVE NOT BEEN REGISTERED UNDER THE SECURITIES ACT OF 1933, AS
AMENDED, OR THE SECURITIES LAWS OF CERTAIN STATES AND ARE BEING OFFERED AND SOLD IN RELIANCE
ON EXEMPTIONS FROM THE REGISTRATION REQUIREMENTS OF SAID ACT AND SUCH LAWS. THE SECURITIES ARE
SUBJECT TO RESTRICTIONS ON TRANSFERABILITY AND RESALE AND MAY NOT BE TRANSFERRED OR RESOLD
EXCEPT AS PERMITTED UNDER SAID ACT AND SUCH LAWS PURSUANT TO REGISTRATION OR EXEMPTION
THEREFROM. THE SECURITIES HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE SECURITIES AND
EXCHANGE COMMISSION, ANY STATE SECURITIES COMMISSION OR ANY OTHER REGULATORY AUTHORITY, NOR
HAVE ANY OF THE FOREGQOING AUTHORITIES PASSED UPON OR ENDORSED THE MERITS OF THIS OFFERING OF
THE ACCURACY OR ADEQUACY OF THIS AGREEMENT. ANY REPRESENTATION TO THE CONTRARY IS UNLAWFUL.

f. Transfer or Resale. The Purchaser understands that {i) except as provided in the Registration Rights Agreement, the
sale or resale of the Securities have not been and are not being registered under the Securities Act or any state securities laws
and may not be transferred unless (a) the resale of the Securities has been registered thereunder, or (b) the Purchaser shai
have delivered to the Company an opinion of counsel (which opinion shall be in form, substance and scope customary fo:
opinions of counsel in comparable transactions) to the effect that the Securities to be sold or transferred may be sold o
transferred under an exemption from such registration, or (c) sold under Rule 144 promuigated under the Securities Act (o.
a successor rule) ("Rule 144"), or (d} sold or transferred to an affiliate of the Purchaser which agrees in writing to be bounc
by the terms hereof and which makes written representations and warranties as set forth in this Section 2; and (ii) neither the
Company nor any other person is under any obligation to register such Securities under the Securities Act or any staie
securities laws or to comply with the terms and conditions of any exemption thereunder {in each case, other than pursuant tc
the Registration Rights Agreement).

g. Legends. The Purchaser understands that the Debentures, the certificates for the Common Stock, the CBS Warrant:
and the Warrants and, until such time as the Conversion Shares, Warrant Shares andfor CBS Shares have been registere:
under the Securities Act as contemplated by the Registration Rights Agreement or otherwise may be soid by the Purchase
under Rule 144, the certificates for the Conversion Shares, Warrant Shares and CBS Shares, may bear a restrictive legen:
in substantially the foilowing form:

The securities represented by this certificate have not been registered under the Securities Act of 1933, a
amended, or the securities laws of any state of the United States. The securities represented hereby may not be offered ¢
sold in the absence of an effective registration statement for the securities under applicable securities laws unless offered, so!
or transferred under an
available exemption from the registration requirements of those laws.

The legend set forth above shall be removed and the Company shall issue a certificate without such legend to the holde
of any Security upon which such legend is stamped, if, unless otherwise required by state securities laws, (@) the resale of suc
Security is registered pursuant fo an effective registration statement under the Securities Act or (b) such holder provides tr
Company with an opinion of counsel, in form, substance and scope customary for opinions of counsel in comparab
transactions, to the effect that a public sale or transfer of such Security may be made without registration under the Securitic |




Act or (c) such holder provid e Company with reasonable assurances thg\e resale of such Security is covered by Rule

144(k). The Purchaser agrees to sell all Securities, including those represented by a certificate(s) from which the legend has |

been removed, only pursuant to an effective registration statement or under an exemption from the registration requirements
of the Securities Act. In the event the above legend is removed from any Security subject to an effective registration statement
and thereafter the effectiveness of the registration statement covering such Security is suspended or the Company determines
that a supplement or amendment thereto is required by applicable securities laws, then upon reasonable advance notice tc
the Purchaser the Company may require that the above legend be placed on any such Security subject to an effective
registration statement, or may place appropriate "stop transfer” instructions with its transfer agent, and the Purchaser shal.
cooperate in the prompt replacement of such legend. The Company shall use its best efforts to remove such suspension or
file such amendment as promptly as possible, and such legend shall be removed or "stop transfer” instructions canceled, wher

such Security again may be sold pursuant to an effective registration statement or such legend otherwise may be removec |

under conditions (b) or (¢) above.

h. Authorization: Enforcement. This Agreement , when executed and delivered by the Purchaser, will constitute the valic

and legally binding obligation of the Purchaser, enforceable against the Purchaser in accordance with its terms, except (a) a=

limited by applicable bankruptcy, insolvency, reorganization, moratorium, fraudulent conveyance, and any other laws of genere -
application affecting enforcement of creditors’ rights generally, and as limited by laws relating to the availability of a specific

performance, injunctive relief, or other equitable remedies, or (b) to the extent the indemnification provisions cantained in the
Registration Rights Agreement may be limited by applicable federal or state securities laws.

i. Residency. The Purchaser is a resident of the jurisdiction set forth under the Purchaser's name on the Execution Page
hereto executed by such Purchaser.

j. No General Solicitation. The Purchaser is unaware of, is no way relying on, and did not become aware of the offerinc
of the Securities through or as a result of, any form of general solicitation or general advertising including, without limitation

any article, notice, advertisement or other communication published in any newspaper, magazine or similar media or broadcas
over television or radio, in connection with the offering and sale of the Securities and is not subscribing for Securities and dic -

not become aware of the offering of the Securities through or as a result of any seminar or meeting to which the Purchase

was invited by, or any solicitation of a subscription by, a person not previously known to the Purchaser in cannection witr

investments in securities generally.

k. No Finders. The Purchaser has taken no action which would give rise to any claim by any person for brokerag.
commissions, finders' fees or the like relating to this Agreement or the transactions contemplated hereby, except for Zanet
Securities Corporation, the sole placement agent in connection with the offering of Securities, whose fees shall be the soi:
responsibility of the Company.

. Knowledge and Experience. The Purchaser has such knowledge and experience in financial, tax, and business matters
and, in particular, investments in securities, so as to enable it to utilize the information made available to it in connection witt
the offering of the Securities to evaluate the merits and risks of an investment in the Securities and the Company and to mak:
an informed investment decision with respect thereto. The Purchaser is not relying on the Company or any of its employee.
or agents with respect to the legal, tax, economic and related considerations of an investment in the Securities, and th.
Purchaser has relied on the advice of, or has consulted with, only his own advisors. The Purchaser has significant pric
investment experience, including investment in non-listed and non-registered securities. The Purchaser is knowledgeable abot
investment considerations in development-stage companies. The Purchaser has a sufficient net worth to sustain a loss of it
entire investment in the Company in the event such a loss should occur. The Purchaser's overall commitment to investment
which are not readily marketable is not exces sive in view of its net worth and financial circumstances and the purchase of th.
Securities will not cause such commitment to become excessive. The investment is a suitable one for the Purchaser. Th-
Purchase has reviewed or had the opportunity to review the Company's public filings under the Securities Exchange Act ¢
1934 (the "Exchange Act") as filed with the SEC.

m. No Need for Liquidity. The Purchaser has adequate means of providing for such Purchaser’s current financiai neec
and foreseeable contingencies and has no need for liquidity of the investment in the Securities for an indefinite period of tim:

n. Limited Trading Market of the Company. The Purchaser represents and warrants that it understands that the Commc
Stock thinly trades and no assurance can be given that an active market for the Common Stock will develop or be maintaine:

o. No Trading Market for CBS. The Purchaser understands and acknowledges that there is no trading market for CE

securities nor is there any assurance that such market shall ever develop or be maintained.

3. REPRESENTATIONS AND WARRANTIES OF THE COMPANY AND CBS.




2. The Company represents and warrants to each Purchaser as follows:

{i) Crganization and Qualification. The Company and each of its subsidiaries is a corporation duly organizec
existing in good standing under the laws of the jurisdiction in which #t is incorporated, and has the requisite corporate pt
to own its properties and to carry on its business as it is now being conducted. The Company and each of its subsidiaric
duly qualified as a foreign corporation to do business and is in good standing in every jurisdiction in which the nature of
business conducted by it makes such qualification necessary and where the failure so to qualify woutd have 2 Material Adve
Effect. "Material Adverse Effect” means any material adverse effect on (i} the Securities, {ii) the ability of the Compan
perform its obligations hereunder and under the Debentures, the Warranis or the Registration Rights Agreement or (jii}
business, operations, praperties, financial condition or previously publicly announced prospects of the Campany and
subsidiaries, laken as a whole.

{ii} Autharization; Enforcement. (i) The Company has the requisite carporate power and authority to enter into ar
perform its obligations under this Agreement, the Debeniures, the Wamanis and the Registration Rights Agreement, to issu
and sell the Debentures, the Commeon Stock and the Warrants, in accordance with the terms hereof and to issue Conversio
Shares upon conversion of the Debentures in accordance with the terms of the Debentures and to issue the Warrant Share:
upon exercise of the Warrants in accordance with the terms of such Warrants; (i) the execution, defivery and performance o.
this Agreement, the Debentures, the Warrants and the Registration Rights Agreement by the Company and the consummation
by it of the fransactions contemplated hereby and thereby (including, without limitafion, the issuance of the Debentures,
Cammon Stock and Warrants and the issuance and reservation for issuance of the Conversion Shares and Warrant Shares)
have been duly authorized by the Company's Board of Directors and no further consent or authorization of the Company, its
Board or Directors or its stockholders is required {under tha rutes promuigated by the National Association of Securities Dealers
{"NASD") or otherwise, except for the shareholder approvai required pursuant to Rule 4310{a)}{25)(H) promuigated by the
NASD); (iii) this Agreement has been duly executed and delivered by the Company: and (iv} assuming due execution and
deiivery of this Agreement, the Placement Agency Agreement and the Registration Rights Agreement by parties other thar l
the Company and compliance by Zanett with applicable Federal and state securities laws, this Agreement constitutes, and, |
upon execution and delivery by the Company of the Debentures, the Warrants and the Registration Rights Agreement, suct
instruments and agreements will constitute, valid and binding obligations of the Company enforceable against the Compam
in accordance with their terms except (i} as limited by applicable bankruptey, insolvency, reorganization, moratorium, fraudulen
conveyance, and other laws of general application affecting enforcement of creditors' rights generally, as limited by lawr
relating to the availebility of specific performance, injunctive relief, or other equitable remedies, or (if} 16 the extent ths
indemnification provisions contained in the Registration Rights Agreement may be limited by applicable federat or stat:
securities laws.

(iii} Capitaiization. The capitalization of the Company and CBS as of the date hereof, including the autharized capitc
stock, the number of shares issued and outstanding, the number of shares issuable and reserved for issuance pursuant t:
stock option plans, the number of shares issuable and reserved for issuance pursuant to securities exercisable for, ¢
canvertible into or exchangeabie for any shares of capital stock and the number of shares to be reserved for issuance upo
conversion of Debentures and exercise of Warrants is set forth on Schedude 3{(a)}{iit). All of such outstanding shares of capit:
stack have been, or upon issuance will be, validly issued, fully paid and nonassessable. No shares of capital stock of th
Company {including the Conversion Shares and the Wamant Shares) are subject to preempiive rights or any other similar right
of the stockhaolders of the Company or any liens or encumbrances, pursuant to the Company's Certificaie of Incorporation ¢
bylaws or any agreement to which the Company is a party. Except for the obligation of the Company to issue the Conversic
Shares in accordance with the terms of the Debentures and the Warrant Shares in accordance with the terms of the Warrar
and except as disclosed in Schedule 3(aXiil), as of the date of this Agreement, (i) thera are no cutstanding options, warrant;
scrip, rights to subscribe to, calls or commitments of any character whatsoever relating te, or securities or rights convertib.
into or exercisable or exchangeable for, any shares of capital stock of the Company or any of its subsidiaries, or arrangemen
by which the Company or any of iis subsidiaties is or may become bound to issue addilional shares of capital stock of i
Company or any of its subsidiaries, and (i) there are no agreements or arrangements under which the Company or any of
subsidiaries is obligated to register the sale of any of its or their securities under the Securities Act (except the Registratic
Rights Agreement). Except as set forth an Schedule 3(z){iii), there are no securities or instruments containing antidilution
similar provisions that will be triggered by the issuance of the Securities in accordance with the terms of this Agreement, t:
Debentures or the Warrants. The Company has fumished to each Purchaser true and correct copies of the Company's a:
CB8S's Certificates of incorporation as in effect on the date hereof ("Certificates of Incorporation™), the Campany's and CBS
By-laws as in effect an the date hereof {the "By-laws"), and all other instruments and agreements governing securiti
convertible into or exercisable or exchangeable for capital stock of the Company or CBS.

{iv) Issuance of Shares. The Conversion Shares and Warrant Sharas are duly authorized and reserved
issuance, and, upon conversion of the Debentures in accordance with the terms of the Debentures, and exercise of -



Warrants in accordance with erms thereof, will be validly issued, fully pagnd non-assessable, and free from all taxes,
liens, claims and encumbrances and will not be subject to preemptive rights or other simiiar rights of stockholders of the
Company and will not impose personal liability upon the holder thereof other than resfrictions on transfer imposed by Federal
and state securities laws.

(v) No Conflicts. Except as set forth in Schedule 3(a){v), the execution, delivery and performance of this Agreement,
the Debentures, the Warrants and the Registration Rights Agreement by the Company, and this Agreement and the CBS
Warrants by CBS and the consummation by the Company and CBS of the transactions contemplated hereby and thereby
(including, without limitation, the issuance and reservation for issuance, as applicable, of the Common Stock, Warrants,
Conversion Shares and Warrant Shares, CBS Warrants and CBS Shares) will not (i) result in a violation of the Certificates of
Incorporation or By-laws or (i) conflict with, or constitute a default (or an event which with notice or lapse of time or both would
become a default) under, or give to others any rights of termination, amendment, acceleration or cancellation of, any material
agreement, indenture or instrument to which the Company or any of its subsidiaries is a party, or, to the Company's knowledge,
result in a viclation of any material law, rule, reguiation, order, judgment or decree (including U.S. federal and state securities
laws and regulations and rules or regulations of any selif-regulatory organizations to which either the Company or its securities
are subject) applicable to the Company or any of its subsidiaries or by which any property or asset of the Company or any of
its subsidiaries is bound or affected (except, with respect to clause (i), for such conflicts, defaults, terminations, amendments,
accelerations, cancellations and violations as would not, individually or in the aggregate, have a Material Adverse Effect).
Neither the Company nor any of its subsidiaries is in violation of its Certificate of Incorporation, By-laws or other organizationa
documents and, to the Company's knowledge, neither the Company nor any of its subsidiaries is in default (and no event has
occurred which, with notice or lapse of time or both, would put the Company or any of its subsidiaries in default) under, nor
has there occurred any event giving others (with notice or lapse of time or both) any rights of termination, amendment,
acceleration or cancellation of, any agreement, indenture or instrument to which the Company or any of its subsidiaries is a
party, except for actual or possible violations, defauits or rights as would not, individually or in the aggregate, have a Material
Adverse Effect. The businesses of the Company and its subsidiaries are not being conducted, and shall not be conducted so
long as any Debentures are outstanding, in violation of any law, ordinance or regulation of any governmental entity, except !
for actual or possible violations, if any, the sanctions for which either singly or in the aggregate would not have a Materiaf
Adverse Effect. Except as specifically contemplated by this Agreement and as required under the Securities Act and any
applicable state securities laws, the Company is not required to obtain any consent, approval, authorization or order of, or make
any filing or registration with, any court or govemmental agency or any regulatory or seif regulatory agency in order for it tc
execute, deliver or perform any of its obligations under this Agreement, the Debentures, the Warrants or the Registration Rights
Agreement, in each case in accordance with the terms hereof or thereof, the failure to obtain would have a Material Adverse
Effect. Except as disclosed in Schedule 3(a)(v), the Company is not in violation of the listing requirements of the Nasdac
Smallcap Market ("NASDAQ") and the Company does not reasonably anticipate that the Common Stock will be delisted by
NASDAQ for the foreseeable future.

(vi) SEC Documents, Financial Statements. Since December 31, 19986, the Company has timely filed (giving effec:
to applicable extension periods) all reports, schedules, forms, statements and other documents required to be filed by it with
the SEC pursuant to the reporting requirements of the Securities Exchange Act of 1934, as amended (the "Exchange Act",
(all of the foregoing filed prior to the date hereof and after December 31, 1995, and all exhibits included therein and financia
statements and schedules thereto and documents incorporated by reference therein, being hereinafter referred to herein as
the "SEC Documents"). The Company has delivered to the Purchasers true and complete copies of the SEC Documents. As
of their respective dates, the SEC Documents complied in all material respects with the requirements of the Exchange Act 0.
the Securities Act, as the case may be, and the rules and regulations of the SEC promuigated thereunder applicabie to the
SEC Documents, and none of the SEC Documents, at the time they were filed with the SEC, contained any untrue statemen
of a materiai fact or omitted to state a material fact required to be stated therein or necessary in order to make the statement:
therein, in light of the circumstances under which they were made, not misleading. None of the statements made in any suct
SEC Documents is, or has been, required to be updated or amended under applicable law, where the failure to update ¢
amend would have a Material Adverse Effect. As of their respective dates, the financial statements of the Company includec
in the SEC Documents complied as to form in all material respects with applicable accounting requirements and the publishec
rules and reguiations of the SEC applicable with respect thereto. Such financial statements have been prepared in accordanc:
with U.S. generally accepted accounting principles, consistently applied, during the periods involved (except (i) as may b-
otherwise indicated in such financial statements or the notes thereto, or (ji) in the case of unaudited interim statements, to th
extent they may not include footnotes or may be condensed or summary statements} and fairly present in all material respect
the consolidated financial position of the Company and its consolidated subsidiaries as of the dates thereof and th
consolidated resuits of their operations and cash flows for the periods then ended (subject, in the case of unaudited statement:
to typical year-end audit adjustments). Except as set forth in the financial statements of the Company included in the SE:
Documents filed prior to the date hereof, the Company has no liabiities, contingent or otherwise, other than (i) liabilities incurre
in the ordinary course of business subsequent to the date of such financiai statements and (i} obligations under contracts ar
commitments incurred in the ordinary course of business and not required under generally accepted accounting principles




be reflected in such ﬁnancia.ements. which liabilities and obligations re@d to in clauses (i) and (i), individually or in the

aggregate, are not material to the financial condition or operating results of the Company. Neither the Company nor any of it
officers, directors, employees or agents have provided Purchasers with any material nonpublic information.

(vii) Absence of Certain Changes. Since December 31, 1897, there has been no change and no development ir
the business, properties, operations, financial condition, results of operations or previously publicly announced prospects ©
the Company or any of its subsidiaries which has had or reasonably could have a Material Adverse Effect, except as discloser
in Schedule 3(a){vii) or in the SEC Documents filed prior to the date hereof.

(viii} Absence of Litigation. Except as expressly disclosed in the SEC Documents filed prior to the date hereof, there
is no action, suit, proceeding, inquiry or investigation before or by any court, public board, government agency, self-regulator:

organization or body pending or, to the knowledge of the Company or any of its subsidiaries, threatened against or affecting

the Company, any of its subsidiaries, or any of their respective directors or officers in their capacities as such which coulc
reasanably be anticipated to have a Material Adverse Effect. To the Company's knowiedge, there are no facts which, if knowr
by a potential claimant or governmental authority, could give rise to a claim or proceeding which, if asserted or conducted witf
results unfavorable to the Company or any of its subsidiaries, could reasonably be anticipated to have a Material Advers:
Effect.

(ix) Intellectual Property. Each of the Company and its subsidiaries owns or is licensed to use all patents, paten
applications, trademarks, trademark applications, trade names, service marks, copyrights, copyright applications, licenses
permits, know-how (including trade secrets and other unpatented and/or unpatentable proprietary or confidential informatior:
systems or procedures) and other similar rights and proprietary knowledge (collectively, "Intangibles™) which are material fc
the conduct of its business as now being conducted and as described in the Company’s Annual Report on Form 10-K for tht
fiscal year ended December 31, 1997. To the best knowledge of the Company, neither the Company nor any subsidiary of th:
Company infringes or is in material conflict with any right of any other person with respect to any intangibles which, individuall
or in the aggregate, if the subject of an unfavorable decision, ruling or finding, would have a Material Adverse Effect. Neithe
the Company nor any of its subsidiaries has received written notice of any pending conflict with or infringement upon such thir
party Intangibles which alleged pending conflict or alleged infringement, if adversely determined, would have a Material Advers
Effect. Neither the Company nor any of its subsidiaries has entered into any consent Agreement, indemnification agreemen
forbearance to sue or settlement agreements with respect to the validity of the Company's or its subsidiaries’ ownership or rigi
to use its Intangibles and, to the best knowledge of the Company, there is no reasonable basis for any such claim to &
successful. The Intangibles are valid and enforceable and to the Company's knowledge, no registration relating thereto hz
lapsed, expired or been abandoned or canceled or is the subject of cancellation or other adversarial proceedings, and &
applications therefor are pending and in good standing. The Company and its subsidiaries have complied, in all materi:
respects, with their respective contractual obligations relating to the protection of the Intangibles used pursuant to license:
To the best knowledge of the Company, no person is infringing on or violating the Intangibles owned or used by the Compar
of its subsidiaries.

(x) Foreign Corrupt Practices. Neither the Company, nor any of its subsidiaries, nor any director, officer, agen
employee or other person acting on behalf of the Company or any subsidiary has, in the course of his actions for, or on behe
of, the Company, used any corporate funds for any unlawful contribution, gift, entertainment or other untawful expenses relatir
to political
activity; made any direct or indirect unlawful payment to any foreign or domestic government official or employee froi
corporate funds; violated or is in violation of any provision of the U.S. Foreign Corrupt Practices Act of 1977; or made any brib
rebate, payoff, influence payment, kickback or other unlawfui payment to any foreign or domestic government official «
employee.

(xi) Disclosure. All information relating to or concering the Company and its subsidiaries set forth in this Agreeme
or provided by the Company to the Purchasers pursuant to Section 2(d) hereof or otherwise provided by the Company to t-
Purchasers in connection with the transactions contemplated hereby is true and correct in all material respects and tr
Company has not omitted to state any material fact necessary in order to make the statements made herein or therein, in li
of the circumstances under which they were made, not misleading. No event or circumstance has occurred or exists w:
respect to the Company or its subsidiaries or their respective businesses, properties, prospects, operations or financ:
conditions, which has not been publicly disclosed but, under applicable law, rule or regulation, would be required to !
disclosed by the Company in a registration statement filed on the date hereof by the Company under the Securities Act wi
respect to a primary issuance of the Company's securities.

(xii) Acknowledgment Regarding the Purchasers’ Purchase of the Securities. The Company acknowledges ar
agrees that none of the Purchasers or the Placement Agent is acting as a financial advisor or fiduciary of the Company (or |
any similar capacity) with respect to this Agreement or the transactions contemplated hereby, and the relationship betwe



the Company and each of .urchasers and the Placement Agent is "* length" and that any statement made by ar
Purchaser or the Placement Agent or any of their respective representatives or agents in connection with this Agreement ari

the transactions contemplated hereby is not advice or a recommendation and is merely incidental to such Purchaser'.
purchase of Securities or such Placement Agent's role as a placement agent and has not been refied upon by the Company
its officers or directors in any way. The Company further acknowledges that the Company's decision to enter into thi.
Agreement has been based solely on an independent evaluation by the Company and its representatives.

{xiii) Form S-3 Eligibility. Except for the circumstances described in Schedule 3(a){xiii), the Company is current!
eligible to register the resale of its Common Stock on a registration statement on Form S-3 under the Securities Act. Excer
as set forth in Schedule 3(a)(xiii), There exist no facts or circumstances that would prohibit or delay the preparation and filin.
of a registration statement on Form S-3 with respect to the Registrable Securities (as defined in the Registration Right
Agreement).

(xiv) No General Solicitation. Neither the Company nor any distributor participating on the Company’s behalf in the
transactions contempiated hereby (if any) nor any person acting for the Company, or any such distributor, has conducted
any "general solicitation,” as such term is defined in Regulation D, with respect to any of the Securities being offered

hereby.

(xv) No Integrated Offering. Neither the Company, nor any of its affiliates, nor any person’ acting on its or the

behalf, has directly or indirectly made any offers or sales of any security

or solicited any offers to buy any security under circumstances that would require registration of the Securities being offere
hereby under the Securities Act or cause this offering of Securities to be integrated with any prior offering of securities of t- -

Company for purposes of the Securities Act or any applicable stockholder approval provisions.

(xvi) Brokers. The Company has taken no action which would give rise to any claim by any person for brokerag
commissions, finder's fees or similar payments by any Purchaser relating to this Agreement or the transactions contemplate
hereby except for dealings with The Zanett Securities Corporation, whose commissions and fees will be paid by the Compan

(xvii) Acknowledgment of Dilution. The number of Conversion Shares issuable upon conversion of the Debenturc
may increase substantially in certain circumstances, including the circumstance wherein the trading price of the Common Stc:
declines (subject to the Floor Conversion Price set forth in the Debentures). The Company's executive officers have studie
and fully understand the nature of the Securities being sold hereunder. The Company acknowledges that its obligation to isst
Conversion Shares upon conversion of the Debentures in accordance with the terms of the Debentures is absolute ar
unconditional, regardless of the dilution that such issuance may have on the ownership interests of other stockholders. Taki:

the foregoing into account, the Company's Board of Directors has determined in its good faith business judgment that t! |

issuance of the Debentures and the Warrants hereunder and the consummation of the other transactions contemplated here.
are in the best interests of the Company and its stockholders.

(xvili) Tax Status. Except as set forth in the SEC Documents filed prior to the date hereof or on Schedule 3(a){xvi.
the Company and each of its subsidiaries has made or filed all federal, state and local income and all other tax returns, repo:
and declarations required by any jurisdiction to which it is subject (unless and only to the extent that the Company and ea’
of its subsidiaries has set aside on its books provisions reasonably adequate for the payment of all unpaid and unreport.
taxes) and has paid all taxes and other govemnmental assessments and charges that are material in amount, shown
determined to be due on such returns, reports and declarations, except those being contested in good faith and has set asi
on its books provisions reasonably adequate for the payment of all taxes for periods subsequent to the periods to which su
returns, reports or declarations apply. There are no unpaid taxes in any material amount claimed to be due by the taxi
authority of any jurisdiction, and the officers of the Company know of no basis for any such claim. Except as set forth
Schedule 3(a)(xviii), the Company has not executed a waiver with respect to any statute of limitations relating to t
assessment or collection of any federai, state or local tax. Except as set forth in Schedule 3{a)(xviii), none of the Compan
tax returns has been or is being audited by any taxing authority.

(xix) Title. The Company and its subsidiaries have good and merchantable title in fee simple to all real property £
good and marketable titie to all personal property owned by them which is material to the business of the Company and
subsidiaries, in each case free and clear of ali liens, encumbrances and defects except such as are described in Schec
3(a)(xix) or such as do not materially affect the value of such property and do not materially interfere with the use made =
proposed to be made of such property by the Company and its subsidiaries. Any real property and facilities held under lec
by the Company and its subsidiaries are held by them under valid, subsisting and enforceable leases with such exceptic
as are not material and do not materially interfere with the use made and proposed to be made of such property and buildi
by the Company and its subsidiaries.




b. CBS represents an‘rrants to each Purchaser as follows: .

(i) Organization and Qualification. CBS and each of its subsidiaries is a corporation duly organized and existing &
good standing under the laws of the jurisdiction in which it is incorporated, and has the requisite corporate power to own il

properties and to carry on its business as it is now being conducted. CBS and each of its subsidiaries is duly qualified as -
foreign corporation to do business and is in good standing in every jurisdiction in which the nature of the business conducte:
by it makes such qualification necessary and where the failure so to qualify would have a CBS Material Adverse Effect. "CB!

Materiai Adverse Effect” means any material adverse effect on (i) the CBS Warrants or CBS Shares, (i) the ability of the CBE.
to perform its obligations hereunder and under the CBS Warrants or (iii) the business, operations, properties, financial conditic
or previously publicly announced prospects of CBS and its subsidiaries, taken as a whole.

(i} Authorization; Enforcement. (i} CBS has the requisite corporate power and authority to enter into and perfor
its obligations under this Agreement and the CBS Warrants, to issue and sell the CBS Warrants in accordance with the term:
hereof and to issue the CBS Shares upon exercise of the CBS Warrants in accordance with the terms of such CBS Warrant:
(ii) the execution, delivery and performance of this Agreement and the CBS Warrants by the CBS and the consummation £
it of the transactions contemplated hereby and thereby (including, without limitation, the issuance of the CBS Warrants ar
the issuance and reservation for issuance of the CBS Shares) have been duly authorized by CBS's Board of Directors an
no further consent or authorization of CBS, its Board or Directors or its stockholders is required; (iii) this Agreement has bec

duly executed and delivered by CBS; and (iv) assuming due execution and deiivery of this Agreement by parties other the |

CBS and compliance by Zaneit with applicable Federal and state securities laws, this Agreement constitutes, and, upc

execution and delivery by the Company of the CBS Warrants, such instruments and agreements will constitute, valid ar. -

binding obligations of CBS enforceable against CBS in accordance with their terms except as limited by applicable bankruptc:
insolvency, reorganization, moratorium, fraudulent conveyance, and other iaws of general application affecting enforceme:
of creditors’ rights generally, as limited by laws relating fo the avaiiability of specific performance, injunctive refief, or oth:
equitable remedies.

(iii) Issuance of Shares. The CBS Shares are duly authorized and reserved for issuance, and, upon exercise of tf
CBS Warrants in accordance with the terms thereof, will be validly issued, fully paid and non-assessable, and free from ¢
taxes, liens, claims and encumbrances and will not be subject to preemptive rights or other similar rights of stockholders

CBS and will not impose personat liability upon the holder thereof other than restrictions on transfer imposed by Federal ar .

state securities laws.
4. COVENANTS.

a. Best Efforts. The parties shall use their commercially reasonable efforts timely to satisfy each of the conditio:
described in Section 6 and Section 7 of this Agreement.

b. Form D; Blue Sky Laws. The Company agrees fo cooperate with the filing of a Form D with respect to the Securitic
as required under Regulation D. The Company shall, on or before the applicable Closing Date, cooperate with The Zan:
Securities Corporation {"Zanett") to take such action as the Company shall reasonably determine is necessary to qualify &
Securities for sale to the Purchasers pursuant to this Agreement under applicable securities or "blue sky” laws of the stat
of the United States or obtain exemption therefrom, and shall provide evidence of any such action so taken to the Purchase
on or prior to the First Closing Date. In a timely fashion after the First Closing, the Company agrees to file a Form 8
concerning this Agreement and the transactions contemplated hereby, which Form 8-K shall attach this Agreement and
Exhibits as exhibits to such Form 8-K.

¢. Reporting Status. So long as any Purchaser beneficially owns any of the Securities, the Company shall timely file
reports required to be filed with the SEC pursuant to the Exchange Act, and the Company shall not terminate its status as
issuer required to file reports under the Exchange Act even if the Exchange Act or the rules and regulations thereunder wou
permit such termination.

d. Use of Praceeds. The Company shall use the proceeds from the sale of the Units as set forth on Schedule 4(d).

e. Financial information. The Company agrees to send the following reports to each Purchaser until such Purchas
transfers, assigns or sells all of its Securities: (i) within ten (10) business days after the filing with the SEC, a copy of its Ann
Report on Form 10-K or Form 10- KSB, its Quarterly Reports on Form 10-Q or Form 10-QSB, its proxy statements and =
Current Reports on Form 8-K; and (i} within one (1) business day after release, copies of all press reieases issued by
Company or any of its subsidiaries.




f. Reservation of Shares.‘ Company shall at all times have authorizgmd reserved for the purpose of issuance a
sufficient number of shares of Common Stock to provide for the full conversion of the Debentures and issuance of the
Conversion Shares in connection therewith and the full exercise of the Warrants and the issuance of the Warrant Shares in
connection therewith, subject to and as otherwise required by the Debentures and the Warrants, and for the issuance of shares
of Common Stock pursuant to Section 4(e) below. In that regard, a "sufficient number of shares” with respect to the Debentures
shall be deemed to be equal to the number of shares of Common Stock required to be reserved for issuance by the Company
pursuant to Article IV of the Debentures, including without limitation, any increase in the number of shares so reserved that
may be required in certain circumstances pursuant to such Article. The Company shall not reduce the number of shares
reserved for issuance upon conversion of the Debentures and the full exercise of the Warrants [except as a result of any such
conversion or exercise) without the consent of the Purchasers. Following the Merger, CBS(Del) shall at all times have
authorized and reserved for the purpose of issuance a sufficient number of shares of its common stock to provide for the full
exercise of the CBS Warrants and the issuance of the CBS Shares in connection therewith.

g. Listing. The Company shall promptly secure the listing of the Conversion Shares and Warrant Shares upon each
national securities exchange or automated quotation system, if any, upon which shares of Common Stock are then listed
(subject to official notice of issuance) and shall maintain, so long as any purchaser owns any Securities, such listing of all of
the Conversion Shares and Warrant Shares; provided, however, that the Purchasers acknowledge and agree that the
Company may be required to obtain shareholder approval for the issuance of the Conversion Shares and the Warrant Shares
subsequent to the First Closing in order to secure such listing with respect to listing a number of shares in excess of the Cap
Amount (as defined in the Debenture). The Company will take all action necessary to continue the listing and trading of its
Common Stock on the NASDAQ, the Nasdag National Market ("NNM™), the New York Stock Exchange ("NYSE") or the
American Stock Exchange ("AMEX") and will comply in all respects with the Company’s reporting, filing and other obligations
under the bylaws or rules of such exchanges and the NASD, as applicable. In the event the Common Stock is not eligible to
be traded on any of the NASDAQ, NNM, NYSE or AMEX and the Common Stock is not eligible for listing on any such
exchange or system, the Company shall use its best efforts to cause the Common Stock to be eligible for frading on the over-
the-counter bulletin board at the earliest practicable date and remain eligible for trading while any Securities are outstanding.
The Company shall promptly provide to the Purchasers copies of any notices it receives regarding the continued eligibility of
the Cammon Stock for trading in the over-the-counter market or, if applicable, any securities exchange (including the NASDAQ)
on which securities of the same class or series issued by the Company are then listed or quoted, if any.

h. Corporate Existence. So long as a Purchaser beneficially owns any Securities, the Company shall maintain its
corporate existence, except in the event of 2 merger, consolidation or sale of all or substantially all of the Company's assets,
as long as the surviving or successor entity in such transaction (i) assumes the Company's obligations hereunder and under
the Debentures, the Warrants and the agreements and instruments entered into in connection herewith (except as expressly
provided herein) regardiess of whether or not the Company would have had a sufficient number of shares of Common Stock
authorized and available for issuance in order to effect the conversion of all Debentures and the exercise in full of all Warrants
outstanding as of the date of such transaction and (ii) is a publicly traded corpaoration whose common stock is listed for trading
on the NASDAQ, NYSE or AMEX. Notwithstanding the foregoing, the Company covenants and agrees that it will not engage
in any merger, consolidation or sale of all or substantially all of its assets at any time prior to the effectiveness of the registration
statement required to be filed pursuant to the Registration Rights Agreement without (A) providing each Purchaser with written
notice of such transaction at least sixty (60) days prior to the consummation of the transaction and (B) obtaining the written
consent of all of the Purchasers of the then outstanding principal amount of the Debentures on or before the 10th day after the
delivery of such notice by the Company.

i. No Integrated Offerings. The Company shall not make any offers or sales of any security (other than pursuant o this
Agreement and the Registration Rights Agreement) under circumstances that would require registration of the Securities being
offered or sold hereunder under the Securities Act or cause the offering of the Securities to be integrated with any other offering
of securities by the Company for purposes of any stockholder approval provision applicable to the Company or its securities.

i. Redemptions and Dividends. So long as any Purchaser beneficially owns any Debentures, the Company shall not.
without first obtaining the written approval of such Purchaser, redeem, or declare or pay any cash dividend or distribution on
any shares of capital stock of the Company.

k. CBS Reorganization. Within fiteen (15) days following the date of this agreement, CBS shall effect a merger (the
"Merger") with Computer Business Sciences, Inc., a new York corporation {("CBS(NY)"), pursuant to which CBS will be the
surviving entity with no change to its capitat structure.

I. CBS Cffering. In the event that (i) the Merger does not occur in a timely fashion, (i) during the period commencing wit!
the First Closing Date and ending with the first anniversary of the First Closing Date {the "CBS Deadline"), CBS(Del) or CBE
whoever is the issuer of the CBS Warrants, does not successfully complete an initial public offering (an "IPQ") for shares ¢




its common stock (pursuant togeﬁective registration statement which also c*rs the resale of the CBS Shares to the extent
required by Section 8 of the CBS Warrants), (iii) following an PO, the average Closing Bid Price (calculated in a manner
consistent with the definition thereof in the Debentures) of CBS(Del) or CBS, as the case may be, common stock is less than
" $5.00 for the twenty (20) trading days commencing either (A) sixty (60) days following closing on the 1PO, if the Purchasers
are not subject to "lockup™ agreements, or (B) with the first trading day following expiration of any "lock-up" period, or (iv} at
any time CBS, as the case may be, fails to issue CBS Shares upon a Purchaser's exercise of CBS Warrants, then the
Company shall immediately on written demand from a Purchaser accompanied by such Purchaser's CBS Warrants and/or
certificates evidencing such Purchaser's CBS Shares endorsed in blank, issue to such Purchaser, in exchange for such CBS
Warrants and/or CBS Shares, shares of Common Stock equal to the sum of the surrendered CBS Shares and the CBS Shares
issuable upon exercise of the surrendered CBS Warrants.

m. No Manipuiations. So as long as a Purchaser beneficially owns any Debentures or Warrants, neither the Purchaser
nor any person acting on behalf of such Purchaser shall take any action intended to decrease the trading price of the
Company's Common Stock during any period in which the Conversion Price (as defined in the Debenture) is being computed
for purposes of any conversion under the Debenture. For as long as the Debentures or Warrants are outstanding, each
Purchaser agrees not to effect "short” sales in the Common Stock, loan shares or otherwise participate in any transaction which
could be considered as a "short sale” under the rules and regulations promulgated under the Exchange Act (a "Short Sale™}
and agrees to prohibit each stockholder, executive, employee, representative, affiliate, officer, director or control person of
the Purchaser from effecting any Short Sale. Notwithstanding the foregoing, so long as an effective registration statement
covering a resale of Common Stock of Purchaser is timely delivered, the provisions of this subsection (n) shall not prohibit 2
sale, including a Short Sale, by a Purchaser of shares of Common Stock effected within two business days of the date on which
a notice of conversion of the Debenture is delivered to the Company entitling such Purchaser to receive a number of shares

of Common Stock at least equal to the number of shares so sold.

n. Proxy. The Company shall use its best efforts to cause Doron Cohen and Bruce Bendell to each execute a proxy ir
form and substance satisfactory to the Purchasers {collectively, the "Proxies") wherein such persons would agree with the
Company to vote all shares of Common Stock they own in favor of the transactions contemplated by this Agreement ir
connection with the shareholder vote required by Section 4(0) hereof and the Company shall use its best efforts to enforce suct
Proxies in any such shareholder vote.

o. Stockholders’ Meeting. The Company shail use its best efforts to hold its 1999 annual meeting of stockholders pric
to September 30, 1999 for the purpose, among other things, of voting upon and approving this Agreement, the Debentures
Warrants and Registration Rights Agreement, the issuance of Conversion Shares and Warrant Shares and the transaction
contemplated hereby and thereby, including, without limitation, the issuance of the Securities. The Company shall, throug:
its Board of Directors, recommend to its stockholders approval of such matters. The Company shall use its best efforts to solic
from its stockholders proxies in favor of such matters.

p. The Company and the Placement Agent, on behalf of the Purchasers, shall negotiate in good faith milestones to b
met by the Company {the "Company Milestones™) prior to closing on the second and third tranches.

5. TRANSFER AGENT INSTRUCTIONS.

a. The Company shall instruct its transfer agent to issue certificates, registered in the name of each Purchaser or i.
nominee, for the Conversion Shares and the Warrant Shares in such amounts as specified from time to time by such Purchas:
to the Company upon conversion or exercise, as the case may be. To the extent and during the periods provided in Sectic
2(f) and Section 2(g) of this Agreement, al! such certificates shali bear the restrictive legend specified in Section 2(g) of th
Agreement.

b. The Company warrants that no instruction other than such instructions referred to in this Section 5, and stop transt
instructions to give effect to Sections 2(f) and 2(g) hereof in the case of the transfer of the Conversion Shares and the Warre
Shares prior to registration of the resale of the Conversion Shares and the Warrant Shares under the Securities Act or withc
an exemption therefrom, will be given by the Company to its transfer agent and that the Warrant Shares and Conversi:
Shares shall otherwise be freely transferable on the books and records of the Company as and to the extent, butonly to t.
extent, provided in this Agreement and the Registration Rights Agreement; provided that the Company may issue stop trans-
instructions with respect io the resale of the Warrant Shares and Conversions Shares foliowing registration thereof requiri:
that the selling party represent in writing that it has complied with appiicable law in effecting such resale. Nothing in this Secti
shall affect in any way each Purchaser's obligations, requirements and agreement set forth in Section 2(g) hereof to resell ¢
Securities pursuant to an effective registration statement or under an exemption from the registration requirements of applicat
securities law.




¢. If a Purchaser providgwe Company and its transfer agent with angion of counsel, which opinion of counsel shal
be in form, substance and scope customary for opinions of counsel in comparable transactions, to the effect that the Securitiec
to be sold or transferred may be sold or transferred pursuant to an exemption from registration, or a Purchaser provides the
Company with reasonable assurances that the resale of such Securities is covered by Ruie 144(k) or pursuant to an effectivc
registration statement, the Company shali permit the transfer, and, in the case of the Conversion Shares and Warrant Shares
promptly instruct its transfer agent to issue one or more certificates in such name and in such denominations as specified by
such Purchaser.

6. CONDITIONS TO THE COMPANY*S OBLIGATION TO SELL.

The obligation of the Company hereunder to issue and sell the Units to a Purchaser hereunder is subject to thc
satisfaction, at or before the relevant Closing Date, of each of the following conditions thereto, provided that these condition:
are for the Company's sole benefit and may be waived by the Company at any time in its sole discretion by providing pric
written notice to each Purchaser. The obligations of the Company and CBS to issue and sell the Securities to any Purchase
hereunder are distinct and separate from their obligation to issue and sell Securities to any other Purchaser hereunder anc
any failure by one or more Purchasers to fulfill the conditions set forth herein or to consummate the purchase of Securitie.
hereunder will not relieve the Company and CBS of their obligations with respect to any other Purchaser.

a. At or prior to the First Closing, the applicable Purchaser shail have executed this Agreement and the Registratior
Rights Agreement, and delivered executed copies to the Company. |

b. The applicable Purchaser shall have delivered the Purchase Price for that portion of the Units being purchased by
at such Closing in accordance with Section 1(b) ahove.

¢. The representations and warranties of the applicable Purchaser shall be true and correct in all material respects 2
of the date when made and as of the date and time of such Closing as though made at that time {except for representatior:
and warranties that relate to a specific date, which representations and warranties shall be true and correct as of such date
and the applicable Purchaser shall have performed, satisfied and complied in all material respects with the covenant: .
agreements and conditions required by this Agreement to be performed, satisfied or complied with by the applicable Purchas:
at or prior to the applicable Closing Date.

d. No litigation, statute, rule, regulation, executive order, decree, ruling or injunction shall have been enacted, entere
promulgated or endorsed by any court or governmental authority of competent jurisdiction or any self-regulatory organizatic
having authority over the matters contemplated hereby that prohibits the consurnmation of any of the transactions contemplate
by this Agreement.

e. With respect to the Second and Third Closings, the Company has elected to close by written notice to the Placeme
Agent.

7. CONDITIONS TO EACH PURCHASER'S OBLIGATION TO PURCHASE.
The obligation of each Purchaser hereunder to purchase the Units to be purchased by it hereunder is subject to tt

satisfaction, at ar before the relevant Closing Date, of each of the following conditions, provided that these conditions are |
such Purchaser's sole benefit and may be waived by such Purchaser at any time in the Purchaser’s sole discretion:

a. With respect to the First Closing:
(i) The Company shail have executed this Agreement and the Registration Rights Agreement, and

delivered executed copies of each to such Purchaser.

(i} The Company shall have delivered to such Purchaser such Purchaser's duly executed Debentur-
Warrants and CBS Warrants, and certificates representing the Common Stock being purchased by such Purchaser (in st
denominations as such Purchaser shall request in writing prior to Closing) in accordance with Section 1(b) above.

(ii) The Common Stock shall be authorized for quotation on NASDAQ and trading in the Common Stock
NASDAQ generaliy) shall not have been suspended by the SEC or NASDAQ.

(iv) The representations and warranties of the Company shall be true and correct in all material respects
of the date when made and as of the First Closing Date as though made at that time (except for representations and warran



that relate to a specific date, wi epresentations and warranties shall be tru’i correct as of such date) and the Company
shall have performed, satisfied and complied in all material respects with the covenants, agreements and conditions required
by this Agreement to be performed, satisfied or complied with by the Company at or prior to the First Closing Date. Each
Purchaser shall have received a certificate, executed by the Chief Executive Officer of the Company, dated as of the First
Closing Date, to the foregoing effect and as to such other matters as may be reasonably requested by any Purchaser in writing
prior to Closing.

(v) No litigation, statute, rule, regutation, executive order, decree, ruling, injunction, action or proceeding shall
have been enacted, entered, promuigated or endorsed by any
court or governmental authority of competent jurisdiction or any self-regulatory organization having authority over the matters
contemplated hereby that questions the validity of, or challenges or prohibits the consummation of, any of the transactions
contemplated by this Agreement.

(vi) Such Purchaser shall have received an opinion of the Company's counsel, dated as of the First Closing
Date, in form, scope and substance reasonably satisfactory to such Purchaser and in substantially the form of Exhibit E
attached hereto.

(vii) The Company shall have delivered evidence reasonably satisfactory to each Purchaser that the
Company's transfer agent has agreed to act in accordance with irrevocable instructions in the form attached hereto as
Exhibit F.

(viii) There shall have been no changes and no developments in the business, properties, operations, financial
condition, resuits of operations or publicly announced prospecis of the Company and its subsidiaries, taken as a whole, which
have had or will have a Material Adverse Effect, since the date hereof, and no information, of which the Purchasers are not
currently aware, shall come to the attention of the Purchasers that is materially adverse to the Company.

(viii) The Purchasers shall have completed their due diligence regarding the Company to their complete satisfaction
in their sole discretion.

b. With respect to the Second Closing:

(i) The Company shall have delivered to such Purchaser such Purchaser's duly executed Debentures and Warrants
{in such denominations as such Purchaser shall request in writing prior to the Closing in accordance with Section 1(b) above.

(i) The Common Stock shall be authorized for guotation on NASDAQ and trading in the Common Stock {or
NASDAQ generally) shall not have been suspended by the SEC or NASDAQ.

(iii) The representations and warranties of the Company shall be true and correct in all material respects as of the
date when made and as of the Second Closing Date as though made at that time (except for representations and warranties
that relate to a specific date, which representations and warranties shall be true and correct as of such date} and the Company
shall have performed, satisfied and complied in ail material respects with the covenants, agreements and conditions required
by this Agreement to be performed, satisfied or complied with by the Company at or prior to the Second Closing Date. Each
Purchaser shall have received a certificate, executed by the Chief Executive Officer of the Company, dated as of the Second
Closing Date, to the foregoing effect and as to such other matters as may be reasonably requested by any Purchaser.

{iv) No litigation, statute, rule, regulation, executive order, decree, ruling, injunction, action or proceeding shall have
been enacted, entered, premulgated or endorsed by any
court or governmental authority of competent jurisdiction or any self-regulatory organization having authority over the matters
contemplated hereby that questions the validity of, or challenges or prohibits the consummation of, any of the transactions
contemplated by this Agreement.

(v) The Purchasers shall have received an opinion of the Company's counsel, dated as of the Second Closing Date,
in form, scope and substance reasonably satisfactory to the Purchasers and in substantially the form of Exhibit E attached
hereto.

{vi) The Company shall have delivered evidence reasonably satisfactory to each Purchaser that the Company's
transfer agent has agreed to act in accordance with irrevocable instructions in the form attached hereto as Exhibit F.

(vii) There shall have been no changes and no developments in the business, properties, operations, financial
condition, results of operations or publicly announced prospects of the Company and its subsidiaries, taken as a whole, which




have had or will have a Ma. Adverse Effect, since the date hereof, ar!) inforrmation, of which the Purchasers are n:
currently aware, shall come lo the attention of the Purchasers that is materially adverse to the Company.

{viii} The First Closing shall have occurred.

(ix) The Company Milestones for the Second Closing shail have been met.

(x) The Placement Agent, on behalf of the Purchasers, has elected to close by written notice to the Company.
c. With respect to the Third Closing:

(i) The Company shall have delivered to such Purchaser such Purchaser’s duly executed Debentures and Warran

(in such denominations as such Purchaser shail request in writing prior to the Closing) in accordance with Section 1(b) abov-

(i) The Cormmon Stock shall be authorized for quotation on NASDAQ and trading in the Common Stock (¢
NASDAQ generally} shall not have been suspended by the SEC or NASDAQ.

(iii) The representations and warranties of the Company shall be true and correct in all material respects as of t
date when made and as of the Third Closing Date as though made at that time (except for representations and warranties th

relate to a specific date, which representations and warranties shall be true and comrect as of such date) and the Company sh:

have performed, satisfied and complied in all material respects with the covenants, agreements and conditions required t
this Agreement to be performed, satisfied or complied with by the Company at or prior to the Third Closing Date. Eac
Purchaser shall have received a certificate, executed by the Chief Executive Officer of the Company, dated as of the Thi.
Closing Date, to the foregoing effect and as to such other matters as may be reasonably requested by any Purchaser in writir
prior to Closing.

(iv) No litigation, statute, rule, regulation, executive order, decree, ruling, injunction, action or proceeding shall ha:
been enacted, entered, promulgated or endorsed by any court or governmental authority of competent jurisdiction or any se
regulatory organization having authority over the matters contemplated hereby that questions the validity of, or challenges
prohibits the consummation of, any of the transactions contemplated by this Agreement.

{v) The Purchasers shall have received an opinion of the Comnpany's counsel, dated as of the Third Closing Da:
in form, scope and substance reasonably satisfactory to the Purchasers and in substantially the form of Exhibit E attach:
hereto.

{vi) The Company shall have delivered evidence reasonably satisfactory to each Purchaser that the Company's
transfer agent has agreed to act in accordance with irrevocable instructions in the form attached hereto as Exhibit F.

(vii) There shall have been no changes and no developments in the business, properties, operations, financ
condition, results of operations or publicly announced prospects of the Company and its subsidiaries, taken as a whole, whi
have had or will have a Material Adverse Effect, since the date hereof, and no information, of which the Purchasers are r
currently aware, shall come to the attention of the Purchasers that is materially adverse to the Company.

(viii) The Second Closing shall have occurred.

(ix) The Company Milestones for the Third Closing shall have been met.

(x) This Agreement, the Debentures, Warrants and Registration Rights Agreement and the transactic
contemplated hereby and thereby, including, without limitation, the issuance of the Securities, shall have been approved &
adopted by the stockheliders of the Company at the stockholders’ meeting referred to in Section 4(o0) hereof.

{xi) The Placement Agent, on behalf of the Purchasers, has elected to close by written notice to the Company
8. GOVERNING LAW; MISCELLANEOCUS.

a. Goveming Law; Jurisdiction. This Agreement shali be govemed by and construed in accordance with the laws of
State of New York without regard to principles of choice of law or conflict of laws that wouid defer to the substantive law
another jurisdiction. The Company irrevocably consents to the jurisdiction of the United States federal courts and the str

courts located in the City of New York in the State of New York in any suit or proceeding based on or arising under !
Agreement and irrevocably agrees that ail ¢laims in respect of such suit or proceeding shall be




determined exclusively in s.courts. The Company irrevocably waiveQe defense of an inconvenient forum to the
maintenance of such suit or proceeding. The Company further agrees that service of process mailed by first class mail shal.
be deemed in every respect effective service of process in any such suit or proceeding. Nothing herein shall affect the right
of any Purchaser to serve process in any other manner permitted by law. The Company agrees that a final non-appealable:
judgment in any such suit or proceeding shail be conclusive and may be enforced in other jurisdictions by suit on such
judgment or in any other lawful manner.

b. Counterparts. This Agreement may be executed in two or more counterparts, all of which shall be considered one an«
the same agreement and shall become effective when counterparts have been signed by each party and delivered to the other
party. This Agreement, once executed by a party, may be delivered to the other parties hereto by facsimile transmission of ¢
copy of this Agreement bearing the signature of the party so delivering this Agreement. In the event any signature is deliverec
by facsimile transmission, the party using such means of delivery shall cause the manually executed Execution Page(s) herec
to be physically delivered to the other party within five (5) days of the execution hereof.

¢. Headings. The headings of this Agreement are for convenience of reference and shall not form part of, or affect the
interpretation of, this Agreement.

d. Severability. If any provision of this Agreement shall be invalid or unenforceable in any jurisdiction, such invalidity ¢
unenforceability shall not affect the validity or enforceability of the remainder of this Agreement or the validity or enforceabiiit:
of this Agreement in any other jurisdiction.

e. Entire Agreement; Amendments. This Agreement and the other agreements and instruments referenced herein contair
the entire understanding of the parties with respect to the matters covered herein and therein and, except as specifically se
forth herein or therein, neither the Company nor any Purchaser makes any representation, warranty, covenant or undertakin
with respect to such matters. No provision of this Agreement may be waived other than by an instrument in writing signed b
the party to be charged with enforcement and no provision of this Agreement may be amended other than by an instrumer -
in writing signed by the Company and each Purchaser. j

f. Notices, Any notices required or permitted to be given under the terms of this Agreement shall be sent by certified ¢
registered mail (retum receipt requested) or delivered personally or by courier or by confirmed telecopy, and shall be effectiv
five days after being placed in the mail, if mailed, or upon receipt or refusal of receipt, if delivered personally or by courier c
confirmed telecopy, in each case addressed to a party. The addresses for such communications shall be:

If to the Company:

Fidelity Holdings, Inc.

80-02 Kew Gardens Road

Suite 5000

Kew Gardens, NY 11415
Telecopy: (718) 793-2455
Attention: Chief Executive Officer

With a copy to:

Littman Kroocks Roth & Ball P.C.

655 Third Avenue

New York, NY 10017

Telecopy: (212) 490-2020

Attention: Mitchell C. Littman, Esquire

If to a Purchaser, to the address set forth under such Purchaser's name on the signature page hereto executed by t
Purchaser.

Each party shall provide notice to the other parties of any change in address.

g. Successors and Assigns. This Agreement shall be binding upon and inure to the benefit of the parties and th
successors and assigns. Except as provided herein, neither the Campany nor any Purchaser shall assign this Agreement
any rights or obligations hereunder. Notwithstanding the foregoing, any Purchaser may assign its rights hereunder to any
its "affiliates,” as that term is defined under the Exchange Act, without the consent of the Company or to any other person |
entity with the consent of the Company, so long as each assignee agrees in writing to be bound by the terms hereof anc




make the representations and ganties set forth in Section 2 hereof. This ”ision shali not limit a Purchaser's right to
transfer the Securities pursuant to the terms of this Agreement, the Debentures, the Warrants or the Registration Rights
Agreement or to assign such Purchaser's rights hereunder andfor thereunder to any such transferee. In addition, and
notwithstanding anything to the contrary contained in this Agreement, the Debentures, the Warrants or the Registration Rights
Agreement, the Securities may be pledged and all rights of Purchaser under this Agreement or any other agreement or
document related fo the transaction contemplated hereby may be assigned, without further consent of the Company, to a bona
fide pledgee in connection with a Purchaser's margin or brokerage accounts.

h. Third Party Beneficiaries. This Agreement is intended for the benefit of the parties hereto and their respective permitted
successors and assigns, and is not for the benefit of, nor may any provision hereof be enforced by, any other person.

i. Survival. The representations and warranties of the Company and the agreements and covenants set forth in Sections
3, 4, 5 and 8 shall survive the Closing hereunder notwithstanding any due diligence investigation conducted by ar on behalf
of any Purchasers. Mareover, none of the representations and warranties made by the Company herein shall act as a waiver
of any rights or remedies a Purchaser may have under appiicable federal or stale securities laws.

i. Indemnity. (i) The Company agrees to indemnify and hold harmless each Purchaser and each other holder of the
Securities and all of their stockholders, officers, directors, employees, partners, members, agents and direct or indirect
investars and affiliates and any of the foregoing person's agents or other representatives (inctuding, without limitation, those
retained in connection with the transactions contemplated by this Agreement) (collectively, the "Purchaser indemnitees”) from
and against any and all actions, causes of action, suits, claims, losses, costs, penalties, fees, liabilities and damages and
expenses in connection therewith (irrespective of whether any such Indemnitee is a party to the action for which indemnification
hereunder is sought), and including reasonable attorneys' fees and disbursements {the "Indemnified Liabilities"), incurred by
any Purchaser indemnitee as a result of, or arising out of, or relating to (a} any misrepresentation or breach of any
representation or warranty made by the Company in this Agreement, the Debentures, the Warrants, the Registration Rights
Agreement or any other certificate, instrument or document contemplated hereby ar thereby, (b) any breach of any covenant,
agreement or obligation of the Company contained in this Agreement, the Debentures, the Warrants, the Registration Rights
Agreement or any other certificate, instrument or document contemplated hereby or thereby, (c) any cause of action, suit or
claim brought or made against such Indemnitee and arising out of or resuiting from the execution, delivery, perfarmance or
enforcement of this Agreement, the Debentures, the Warrants, the Regisfration Rights Agreement or any other certificate,
instrument or document contemplated hereby or thereby, (d) any transaction financed or to be financed in whole or in part,
directly or indirectly, with the proceeds of the issuance of the Securities or (e) the status of such Purchaser or holder of the
Securities as an investor in the Company. To the extent that the foregoing undertaking by the Company may be unenforceable
for any reason, the Company shall make the maximum contribution to the payment and satisfaction of each of the tndemnified
Liabilities which is permissible under applicable law.

(i} Each Purchaser, severally and not jointly, agrees to indemnify and hold harmiess the Company and all of its
stockholders, officers, directors, employess, agents or other representatives {including, without limitation, those retained in
connection with the transactions contemplated by this Agreement) (collectively, the "Company Indemnitees”) from and against
any and all "Inderhnified Liabiities” incurred by any Company Indemnitee as a result of, or arising out of, or relating to (a) any
misrepresentation or breach of any representation or warranty made by the Purchaser in this Agreement, or {b) any breach
of any covenant, agreement or obligation of the Purchaser contained in this Agreement.

k. Pubficity. The Company and each Purchaser shall have the right to approve before issuance any press releases, SEC,
NASDAQ or NASD filings, or any other public statements with respect to the transactions contemplated hereby; provided,
however, that the Company shall be entitled, without the prior approval of the Purchasers, to make any press release which
does not name the Purchasers or SEC, NASDAQ or NASD filings with respect to such fransactions as is required by applicable
law and regulations (although the Purchasers shall be consulted by the Company in connection with any such press release
and filing prior to its release and shalf be provided with a copy thereof).

I. Further Assurances. Each party shall do and perform, or cause to be done and performed, all such further acts anc
things, and shall execute and deliver all such other agreements, certificates, instruments and docurnents, as the other party
may reasonably request in order to carry out the intent and accomplish the purpases of this Agreement and the consummatior
of the transactions contemplated hereby.

m. Termination. In the event that the First Closing Date shall hot have occurred on or before January 31, 1989, unless
the parties agree otherwise, this Agreement shall terminate at the close of business on such date. Notwithstanding am
termination of this Agreement, any party not in breach of this Agreement shall preserve all rights and remedies it may havc
against another party hereto for a breach of this Agreement priot to ar relating to the termination hereof.




n. Joint Participation in®ratting. Each party to this Agreement has Fa:ipated in the negotiation and drafting of thi:
Agreement, the Debentures, the Warrants and the Registration Rights Agreement. As such, the language used herein ant

therein shall be deemed to be the language chosen by the parties hereto 10 express their mutual intent, and no rule of siric
construction will be applied against any party to this Agreement.

o. Equitable Relief. The Company acknowledges that a breach by it of its obligations hereunder will cause irreparabi:
harm to a Purchaser by vitiating the intent and purpose of the transactions contemplated hereby. Accordingly, the Compan:
acknowledges that the remedy at law for a breach of its obligations hereunder (including, but not limited to, its obligation.
pursuant to Section 5 hereof) will be inadequate and agress, in the event of a breach or threatened breach by the Compan’
of the provisions of this Agreement (including, but not limited to, its obligations pursuant to Section 5 hereof), that a Purchase
shall be entitled, in addition to all other available remedies, to an injunction restraining any breach and requiring immediat:
issuance and transfer, without the necessity of showing economic loss and without any bond or ather security being requirec

p. "Trading day" and "business day" shali mean any day on which the New York Stock Exchange is open for trading.
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IN WITNESS WHEREOF, the undersigned Purchaser and the Company have caused this Agreement to be duly executed

as of the date first above written.
FIDELITY HOLDINGS, INC.
By: /s/ Doron Cohen

Name: Doron Cohen
Title: President

By:
Name:
Title:
PURCHASER:

ZANETT LOMBARDIER, LTD.

By: /s/ Gianluca Cicogna

Name: Gianluca Cicogna
Title: Director to Advisor

RESIDENCE: Cayman Islands

CBS CORP.
By: /s/ Doron Cohen

Name: Doron Cohen
Title: President

By:
Narme:
Titte:
PURCHASE PRICE
First Second Third
Closing  Closing Closing

$500,000 $781,818.18 $781,818.18

ADDRESS: c/fo Bank Julius Baer Trust Co.
Kirk House, P.O. Box 1100
Grand Cayman, Cayman Isfands

British West Indies

Telecopy: (345) 949-0993
Attention: Peter Goulden

with copies of all notices to:

The Zanett Securities Corporation

Tower 48, 31st Floor
12 East 49th Street

New York, New York 10017
Telecopy: (212) 343-2121 -
Attention: Claudio Guazzoni

SUBSCRIPTION AMOUNT:

Number of Units 500

IN WITNESS WHEREOF, the undersigned Purchaser and the Company have caused this Agreement to be duly executs

as of the date first above written,
FIDELITY HOLDINGS, INC.
By: /s/ Doron Cohen

Name: Doron Cohen




Title: President . ’

~d

PURCHASER:

GOLDMAN SACHS PERFORMANCE PURCHASE PRICE
PARTNERS, L.P.

By: Commodities Corporation LLC, First Second Third
its general partner Closing Closing Closing
By: /s/ Karen M. Judge $1,120,000 $1,751,272.73 $1,751,272.73

Name: Karen M. Judge
Title: Vice President
RESIDENCE: Delaware
ADDRESS: c/fo Commaodities Corporation LLC
701 Mount Lucas Road
CN 850
Princeton, NJ 808540
SUBSCRIPTION AMOUNT:
Number of Units 1,120
IN WITNESS WHEREOQF, the undersigned Purchasor and the Company have caused this Agreement to be duly executec
as of the date first above written.
FIDELITY HOLDINGS, INC.
By: /s/ Doron Cohen
Name: Doron Cohen
Title: President

PURCHASER:

GOLDMAN SACHS PERFORMANCE PURCHASE PRICE
PARTNERS (OFFSHORE), L.P.

By: Commuadities Corporation LLC, First Second Third
its general partner Closing  Closing Closing
By: /s/ Karen M. Judge $880,000 $1,376,000 $1,376,000

Name: Karen M. Judge
Title: Vice President

RESIDENCE: Cayman Islands
ADDRESS:P.Q. Box 309

South Church Street

George Town, Grand Cayman

Cayman Islands

with copies of all notices to:




¢/o Commadities Corporation LLC
701 Mount Lucas Road

CN 850
Princeton, NJ 08540

SUBSCRIPTION AMOUNT:

Number of Units 880

IN WITNESS WHEREOF, the undersigned Purchaser and the Company have caused this Agreement to be duly executed
as of the date first above written.

FIDELITY HOLDINGS, INC. CBS CORP.

By: /s/ Doron Cohen . By: Is/ Doron Cohen
Name: Doron Cohen Name: Doron Cohen
Title: President Title: President

By: By:

Name: Name:
Title: Title:
PURCHASER:
BRUNO GUAZZONI PURCHASE PRICE
First Second Third
Closing Closing Closing
s/ Bruno Guazzoni $230,000 $359,636.36 $359.636.36

-~

Bruno Guazzoni

RESIDENCE: New York
ADDRESS:

c/o The Zanett Securities Corporation
Tower 49, 31st Floor

12 East 49th Street

New York, New York 10017
Telecopy: (212} 343-2121

Attention: Bruno Guazzoni

SUBSCRIPTION AMOUNT:

Number of Units 230

IN WITNESS WHEREOQF, the undersigned Purchaser and the Company have caused this Agreement to be duly executed
as of the date first above written,

FIDELITY HOLDINGS, INC. CBS CORP.

By: /s/ Doron Cohen By: /sf Doron Cohen




Name: Doron Cohen Name: Doron Cohen
Title: President Title: President
By: By:
Name: Name:
Title: Title:
PURCHASER:
DAVID McCARTHY PURCHASE PRICE
First Second Third
Closing  Closing Closing
Isf David McCarthy $20,000 $31,272.73 $31,272.73
David McCarthy

RESIDENCE: New York
ADDRESS:
c/o The Zanett Securities Corporation
Tawer 48, 31st Floor
12 East 45th Street
New York, New York 10017

Telecopy: (212) 343-2121
Attention: Bruno Guazzoni

SUBSCRIPTION AMOUNT:

Number of Units 20

Exhibit 10,62
REGISTRATION RIGHTS AGREEMENT

REGISTRATION RIGHTS AGREEMENT (this "Agreement"), dated as of January 25, 1998, by and among FIDELIT
HOLDINGS, INC., a corporation organized under the laws of the State of Nevada, with headquarters located at 80-02 Ke:

Gardens Road, Suite 5000, Kew Gardens, NY 11415 (the "Company"), and the undersigned (together with affiliates, the "Initi:

Investors").
WHEREAS:

A. In connection with that certain Securities Purchase Agreement dated as of the date hereof by and among the Compa:
and the Initial Investors (the "Purchase Agreement”), the Company has agreed, upon the terms and subject fo the conditio
contained therein, fo issue and sell {o the Initial Investors (i) Convertible Term Debentures (the "Debentures”) that =
convertible into shares (the "Conversion Shares”) of the Company’s Class A Comman Stock, par vaiue $0.001 per share (t
"Cammmon Stock”), upon the terms and subject to the limitations and conditions set forth in the form of Debenture, (i) shar
of Common Stock (the "Purchased Shares™), and (i) Wamants {the "Investor Warrants") to acquire shares (the "Warr:
Shares"} of Common Stock;




B. To induce the Initial stors to execute and deliver the Securitiesgchase Agreement, the Company has agreec
to provide certain registration rights under the Securities Act of 1933, as amended, and the rules and reguiations thereunder,
or any similar successor statute (collectively, the "Securities Act"), and applicable state securities laws; and

C. The Company has agreed to issue to The Zanett Securities Corporation or its assigns {the "Placement Agent"} shares
of Common Stock and Warrants (the "Placement Warrants" and, together with the Investor Warrants, the "Wairants”) tc
purchase shares of Common Stock, pursuant to that certain Placement Agency Agreement, dated as of even date herewith.
by and between the Company and the Placement Agent and has agreed to provide the Placement Agent the rights set fortr.
herein. For purposes of this Agreement, the Placement Agent shall be deemed an "Initial Investor,” the shares of common stock
issued to it at Closing shall be deemed "Purchased Shares,” and the shares of Common Stock issuable upon the exercise of.
or otherwise pursuant to, the Placement Agent Warrants shall be deemed "Warrant Shares.”

NOW, THEREFORE, in consideration of the premises and the mutual covenants contained herein and other good anc
valuable consideration, the receipt and sufficiency of which are hereby acknowledged, the Company and the Initial Investors
hereby agree as follows:

1. DEFINITIONS.
a. As used in this Agreement, the following terms shall have the following meanings:

(i) "Investors" means the Initial Investors and any transferees or assignees who agree to become bound b
the provisions of this Agreement in accordance with Section 9 hereof.

(ii) "register,” "registered,” and "registration” refer to a registration effected by preparing and filing ¢ |
Registration Statement or Statements in compliance with the Securities Act and pursuant to Rule 415 under the Securities Ac
or any successor rule providing for offering securities on a continuous basis ("Rule 415"), and the declaration or ordering ¢
effectiveness of such Registration Staternent by the United States Securities and Exchange Commission (the "SEC").

(lii} "Registrable Securities” means the Purchased Shares, the Conversion Shares and the Warrant Share: |
{including any Conversion Shares issuable in redemption of any Debentures and any Wartrant Shares issuable with respec
to Exercise Default Payments under the Warrants) issued or issuable with respect to the Debentures and the Warrants an:
any shares of capital stock issued or issuable, from time to time (with any adjustments), as a distribution on or in exchang
for or otherwise with respect to any of the foregoing, but excluding any shares of Common Stock satisfying the foregoing sol
by an fnvestor in a transaction in which such Investor's registration rights under this Agreement are not assigned.

{iv) "Registration Statement” means a registration statement of the Company under the Securities Act.

b. Capitalized terms used herein and not otherwise defined herein shall have the respective meanings set forth i.
the Securities Purchase Agreement.

2, REGISTRATION.

a. Mandatory Registration. Subject to this Subsection 2{a)}, the Company shall prepare and, on or before March 1
1999 (the "First Filing Date", and thereafter within 45 days after each Cloging Date (as defined in the Securities Purchas
Agreement} (each a "Filing Date"), file with the SEC a Registration Statement on Form S-3 (or, if Form S-3 is not then availabi
on such form of Registration Statement as is then available to effect a registration of all of the Registrable Securities issue
at such Closing or upon the conversion of Debentures (assuming conversion at the Floor Conversion Price) or exercise ¢
Warrants issued at such Closing, subiect to the consent of the Initial Investors (as determined pursuant to Section 11(j) hereof
covering the resale of at least 1,410,417 Registrable Securities following the First Closing and 1,970,834 Registrable Securitie
following each of the Second and Third Closings, which Regisiration Statements, to the extent allowable under the Securitis
Act and the Rules promulgated thereunder (including Rule 416), shall each state that such Registration Statement also cove
such indeterminate number of additional shares of Common Stock as may become issuable upon conversion of ti
Debentures and exercise of the Warrants to prevent dilution resulting from stock splits, stock dividends or similar transaction:
The Registrable Securities initially set forth in each Registration Statement shall be allocated to the investors as set forth
Section 11(k) hereof. Each Registration Statement (and each amendment or supplement thereto, and each request f
acceleration of effectiveness thereof) shall be provided to (and subject to the approval of) the initial Investors and their couns
prior to its filing or other submission. Notwithstanding anything to the contrary contained in this Agreement, the Company sh-
have the right to defer the filing of a Registration Statement (i) for such reasonable period of time until the Company receiv: |
or prepares financial statements for the fiscal period most recently ended prior to such written request, if necessary to avc
the use of stale financial statements or (i) for a reasonable period of time not to exceed 90 days if the Company would




required to divuige in such F.tration Statement the existence of any faglating to a material business transaction or
negotiation not otherwise required to be disclosed and the Board of Directors of the Company shall determine in good faith
that the disclosure of such fact at such time would not be in the best interest of the Company (the "Deferral Period™).

b. Underwritten Offering. If any offering pursuant to a Registration Statement pursuant to Section 2(a) hereof
involves an underwritten offering, the Investors who hold a majority in interest of the Registrable Securities subject to such
underwritten offering, with the consent of the Initial Investors, shall have the right to select one legal counse! to represent the
Investors and an investment banker or bankers and manager or managers to administer the offering, which investment banker
or bankers or manager or managers shall be reasonably satisfactory to the Company. In the event that any Investors elect not
to participate in such underwritten offering, the Registration Statement covering all of the Registrable Securities shalt contain
appropriate plans of distribution reasonably satisfactory to the Investors participating in such underwritten offering and the
Investors electing not to participate in such underwritten offering {including, without limitation, the ability of nonparticipating
Investors 1o sell from time to time and at any time during the effectiveness of such Registration Statement}).

¢. Registration Deadline; Payments by the Company. The Company shall cause each Registration Statement
required to be filed pursuant to Section 2(a} hereof to become effective as soon as practicable, but in no event later than 120
days after the applicable Filing Date deadline, or at the end of the applicable Deferral Period, as the case may be (the
"Registration Deadline”); provided, that in the event that the effectiveness of a Registration Statement is delayed beyond the
Registration Deadline solely as the result of the SEC's failure to provide or respond to comments on a timely basis, or by
reason of any other unilateral action of or position taken by the SEC with respect to the filing, and notwithstanding the |
Company's best efforts, the Registration Deadline shall be deemed extended by a period equal to such delay. If (i) any
Registration Statement(s) covering the Registrable Securities required to be filed by the Company pursuant to Section 2(a)
hereof is not filed with the SEC by the applicable Filing Date or is not declared effective by the SEC on or before the applicable
Registration Deadline, or if, after a Registration Statement has been declared effective by the SEC, sales of ali of the applicable
Registrable Securities (including any Registrable Securities required to be registered pursuant to Section 3(b) hereof) cannot .
be made pursuant to such Registration Statement {by reason of a stop order or the Company's failure to update the -
Registration Statement or any other reason outside the control of the Investors} or (i} the Common Stock is not listed or
included for quotation on the Nasdag SmallCap Market (the "SmallCap"), the Nasdaq National Market (the "NNM"}, the New
York Stock Exchange {the "NYSE") or the American Stock Exchange (the "AMEX") at any time after the applicable Registratior
Deadline, then the Company will make payments to the Investors in such amounts and at such times as shall be determinec
pursuant to this Section 2(c) as partial relief for the damages to the Investors by reason of any such delay in or reduction ¢
their ability to sell the Registrable Securities (which remedy shall not be exclusive of any other remedies available atlaw ¢
in equity). The Company shail pay to each Investor an amount equal to the product of (i) the aggregate Purchase Price of the |
Debentures, Purchased Shares, CBS Shares and Warrants held by such Investor and purchased at the applicable Closint
(including, without limitation, Debentures that have been converted into Conversion Shares and Warrants that have bee:
exercised for Warrant Shares then held by such Investor) (the "Aggregate Purchase Price™), multiplied by (ii) one hundredtt
(.01), for each thirty (30) day period (or portion thereof) (A) after the Filing Date and prior to the date on which the Registratior
Statement required to be filed pursuant to Section 2(a) hereof is fled with the SEC, {B} after the Registration Deadline and pric
to the date on which the Registration Statement required to be filed pursuant to Section 2(a) hereof is deciared effective b
the SEC, and (C) during which sales of any Registrable Securities cannot be made pursuant to the Registration Statement afte
the Registration Statement has been declared effective or the Common Stock is not listed or included for quotation on th:
SmallCap, NNM, NYSE or AMEX; provided, however, that there shall be excluded from each such period any delays whic.
are solely attributable to changes (other than corrections of Company mistakes with respect to information previously provide
by the investors) required by the Investors in the Registration Statement with respect to information relating to the Investore
including, without limitation, changes to the plan of distribution. (For example, if the Registration Statement is not effective t
the Registration Deadline, the Company would pay $10,000 for each thirty {30) day period thereafter with respect to eac
$1,000,000 of Aggregate Purchase Price until the Registration Statement becomes effective). Such amounts shall be paid |
cash or, at each Investor's option, may be convertible into Common Stock at the "Conversion Price™ (as defined in th
Dehenture} then in effect. Any shares of Common Stock issued upon conversion of such amounts shall be Registrab!
Securities. If the Investor desires to convert the amounts due hereunder into Registrable Securities it shall so notify t©
Company in writing within two (2) business days afier the date on which such amounts are first payable in cash and suc
amounts shali be so convertible (pursuant to the mechanics set forth under Articie IV of the Debenture), beginning on the la.
day upon which the cash amount would otherwise be due in accordance with the following sentence. Payments of cas
pursuant hereto shall be made within five (5) days after the end of each period that gives rise to such obligation, provided the
if any such period extends for more than thirty (30) days, interim payments shail be made for each such thirty (30) day peric

d. Restrictions on Sale. Notwithstanding the effectiveness of a Registration Statement filed pursuant to Section 2(
hereof, the Investors hereby agree not to transfer, sell, assign, hypothecate or otherwise dispose of any Registrable Securiti:
without the prior written consent of the Company prior to July 26, 1999.




e. Piggy-Back R.rations. If at any time prior to the expiratim’he Registration Period (as hereinafter definec
the Company shall file with the SEC a Registration Statement refating to an offering for its own account or the account of other
under the Securities Act of any of its equity securities (other than on Form S-4 or Form S-8 or their then equivalents relatin:
to equity securities to be issued solely in connection with any acquisition of any entity or business or equity securities issuabl:
in connection with stock option or other employee benefit plans), the Company shall send to each Investor who is entitled t:
registration rights under this Section 2(e) written notice of such determination and, if within fifteen (15) days after the date c
such notice, such Investor shall so request in writing, the Company shall include in such Registration Statement all or any pz.
of the Registrable Securities such Investor requests to be registered, except that if, in connection with any underwritten publi
offering, the managing underwriter(s) thereof shall impose a limitation on the number of shares of Common Stock which mz
be included in the Registration Statement because, in such underwriter(s)' judgment, marketing or other factors dictate suc.

limitation is necessary to facilitate public distribution, then the Company shall be obligated to include in such Registratic. |

Statement only such limited portion of the Registrable Securities with respect to which such Investor has requested inclusic
hereunder as the underwriter shall permit. Any exclusion of Registrable Securities shall be made pro rata among the investor

seeking to include Registrable Securities, in proportion to the number of Registrable Securities sought to be included by suc
Investors; provided, however, that the Company shall not exclude any Registrable Securities unless the Company has fir:

excluded all outstanding securities, the holders of which are not entitled to inclusion of such securities in such Registratic
Statement or are not entitled to pro rata inclusion with the Registrable Securities; and provided, further, however, that, afte
giving effect to the immediately preceding proviso, any exclusion of Registrable Securities shall be made pro rata with holde:

of other securities having the right to include such securities in the Registration Statement other than holders of securitie

entitled to inclusion of their securities in such Registration Statement by reason of demand registration rights. No right
registration of Registrable Securities under this Section 2(¢) shall be construed to limit any registration required under Sectic
2(a) hereof. If an offering in connection with which an Investor is entitled to registration under this Section 2(e) is ¢
underwritten offering, then each Investor whose Registrable Securities are included in such Registration Statement shz.
uniess otherwise agreed by the Company, offer and sell such Registrable Securities in an underwritten offering using the sarr
underwriter or underwriters and, subject to the provisions of this Agreement (to the extent not inconsistent with the terms
such underwritten offering), on the same terms and conditions as other shares of Common Stock included in such underwritte
offering.

f. Eligibility for Form S-3. The Company represents and warrants that, to its knowledge, except as set forth
Schedule 3(a)(xiii) to the Securities Purchase Agreement, it meets the requirements for the use of Form S-3 for registratic
of the sale by the Initial Investors and any other Investor of the Registrable Securities and the Company shall file all repo:

required to be filed by the Company with the SEC in a timely manner so as to maintain such eligibility for the use of Form S-

3. OBLIGATIONS OF THE COMPANY.
in connection with the registration of the Registrable Securities, the Company shall have the following obligations:

a. The Company shall prepare and file with the SEC each Registration Statement required by Section 2(a) as sc
as practicable after the date hereof (but in no event later than the applicable Filing Date), and cause such Registrati
Statement relating to Registrable Securities to become effective as soon as practicable after such filing (but in no event la
than the applicable Registration Deadline), and keep the Registration Statements effective pursuant to Rule 415 at all tim
until such date as is the earlier of (i) the date on which at least 90% of the Registrable Securities have been sold, (ii) the d:
on which all of the Registrable Securities (in the reasonable opinion of counsel to the Initial Investors) may be immediately s
to the public without registration or restriction pursuant to Rule 144(k) under the Securities Act or any successor provision,
(iii) the date on which all restrictive legends (including without limitation the legend required by Section 2(g) of the Securit.
Purchase Agreement and Article IX.K of the Debentures) have been removed from all Registrable Securities and all "st
transfer” instructions issued to the Company's transfer agent have been canceled (the "Registration Period"), wh.
Registration Statement (including any amendments or supplements thereto and prospectuses contained therein and
documents incorporated by reference therein) shall not contain any untrue statement of a material fact or omit to state
material fact required to be stated therein, or necessary to make the statements therein not misleading.

b. The Company shall prepare and fiile with the SEC such amendments (including post-effective amendments) =
supplements to the Registration Statements and the prospectuses used in connection with the Registration Statements as 1.
be necessary to keep the Registration Statements effective at all times during the Registration Period, and, during such per
comply with the provisions of the Securities Act with respect to the disposition of all Registrable Securities of the Comp:
covered by the Registration Statements until such time as ali of such Registrable Securities have been disposed ¢
accordance with the intended methods of disposition by the seller or sellers thereof as set forth in the Registration Stateme
In the event the number of shares available under the Registration Statements filed pursuant to this Agreement is, for any t-
(3) consecutive trading days (the last of such three (3) trading days being the "Registration Trigger Date"), insufficient to cc |
one hundred percent (100%) of the Registrable Securities issued or issuable upon conversion {without giving effect to




limitations on conversion co ed in Section [11.C of the Debentures and agming conversion at the Floor Conversion Pric.

then in effect) of the Debentures and exercise of the Warrants (without giving effect to any limitations on exercise containe

in Section 7 of the Warrants), the Company shall amend the Registration Statements, or file a new Registration Statement (o

the short form available therefor, if applicable), or both, so as to cover one hundred percent (100%) of the Registrabl

Securities issued or issuable (without giving effect to any limitations on conversion or exercise contained in the Debenture.

and assuming conversion at the Floor Conversion Price then in effect) as of the Registration Trigger Date, in each case, &
soon as practicabie, but in any event within fifteen (15) days after the Registration Trigger Date (based on the market pric
then in effect of the Common Stock and other relevant factors on which the Company reasonably elects to rely). The Compar
shall cause such amendment(s) and/or new Registration Statement to become effective as soon as practicable following th-

filing thereof. The Company shall cause such amendment and/or new Registration Statement to become effective as soonz

practicable following the filing thereof. In the event the Company fails to obtain the effectiveness of any such Registratic
Statement within sixty (60) days after a Registration Trigger Date, each Investor shall thereafter be entitled to the remedie
provided for in Section 2(c) above. '

¢. The Company shall furnish to each Investor whose Registrable Securities are included in the Registratic

Statements and its legal counsel (i) promptly after the same is prepared and publicly distributed, filed with the SEC, or receive
by the Company, one copy of each Registration Statement and any amendment thereto, each preliminary prospectus ar
prospectus and each amendment or supplement thereto, and, in the case of the Registration Statements referred to in Sectic
2(a), each letter written by or on behalf of the Company to the SEC or the staff of the SEC (including, without limitation, ar

request to accelerate the effectiveness of any Registration Statement or amendment thereto), and each item « °

correspondence from the SEC or the staff of the SEC, in each case relating to such Registration Statement (other than ar

portion, if any, thereof which contains information for which the Company has sought confidential treatment), (i) on the da-

of effectiveness of a Registration Statement or any amendment thereto, a notice stating that the Registration Statement -
amendment has been declared effective, and (fii) such number of copies of a prospectus, including a prefiminary prospectu
and all amendments and suppiements thereto and such other documents as such Investor may reasonably request in ord.
to facilitate the disposition of the Registrable Securities owned by such Investor.

d. The Company shall use its best efforts to (i) register and qualify the Registrable Securities covered by tt
Registration Statements under such other securities or "blue sky" laws of such jurisdictions in the United States as ear
Investor who holds Registrable Securities being offered reasonably requests, (i} prepare and file in those jurisdictions su-
amendments (including post-effective amendments) and supplements to such registrations and qualifications as may -
necessary to maintain the effectiveness thereof during the Registration Period, (iii) take such other actions as may .
necessary to maintain such registrations and quaiifications in effect at all times during the Registration Period, and (iv) ta.
all other actions reasonably necessary or advisable to qualify the Registrable Securities for sale in such jurisdictions; provide
however, that the Company shall not be required in connection therewith or as a condition thereto to (a) qualify to do busine
in any jurisdiction where it would not otherwise be required to qualify but for this Section 3(d), (b) subject itself to gene
taxation in any such jurisdiction, (c) file a general consent to service of process in any such jurisdiction, (d} provide &
undertakings that cause the Company undue expense or burden, or (&) make any change in its charter or bylaws, which
each case the Board of Directors of the Company determines to be contrary to the best interests of the Company and
stockholders.

e. In the event the Investors who hold a majority in interest of the Registrable Securities being offered in an offer
select underwriters for the offering, the Company shall enter into and perform its obligations under an underwriting agreeme
in usual and customary form, including, without limitation, customary indemnification and contribution obligations, with
underwriters of such offering.

f. As promptly as practicable after becoming aware of such event, the Company shall notify each Investor of 1
happening of any event, of which the Company has knowledge, as
a result of which the prospectus included in a Registration Statement, as then in effect, includes an untrue statement ¢
materiai fact or omission to state a material fact required to be stated therein or necessary to make the statements therein
misleading (including without limitation any transfer of Registrable Securities by a person named as a selling shareholde-
a Registration Statement), and use iis best efforts promptly to prepare a supplement or amendment to such Registrat
Statement to correct such untrue statement or omissien, and deliver such number of copies of such supplement or amendr:
to each Investor as such Investor may reasonably request.

d. The Company shall use its best efforts to prevent the issuance of any stop order or other suspensior
effectiveness of a Registration Statement, and, if such an order is issued, to obtain the withdrawal of such order at the eari
practicable moment (including in each case by amending or supplementing such Registration Statement) and to notify e+
Investor who holds Registrable Securities being sold (or, in the event of an underwritten offering, the managing underwrite




of the issuance of such ord.\d the resolution thereof (and if such Regisﬁon Statement is supplemented or amendec
deliver such number of copies of such supplement or amendment to each Investor as such Investor may reasonably request)

h. The Company shall permit a single firm of counse! designated by the Initial Investors to review each Registratior
Statement and all amendments and supplements thereto a reasonable period of time prior to their filing with the SEC, and no
file any document in a form to which such counsel reasonably objects.

i. The Company shall make generally available to its security hofders as soon as practical, but not later than ninet:
(90) days after the close of the period covered thereby, an earnings statement (in form complying with the provisions of Rule |
158 under the Securities Act) covering a twelve-month period beginning not later than the first day of the Company’s fisce |
quarter next following the effective date of a Registration Statement.

j. At the request of any Investor, the Company shall make availabie, on the date of effectiveness of a Registratio:
Statement (i) an opinion, dated as of such date, from counsel representing the Company addressed to the Investors and &
form, scope and substance as is customarily given in an underwritten public offering and (ii} in the case of an underwritinc
a letter, dated such date, from the Company's independent certified public accountants in form and substance as is customaril
given by independent certified public accountants to underwriters in an underwritten public offering, addressed to th.
underwriters, if any, and the Investors.

k. The Company shall make available for inspection by (i) any Investor, (i} any underwriter participating in an
disposition pursuant to a Registration Statement, (iii) one firm of attorneys and one firm of accountants or other agents retaine:
by the Investors, and (iv) one firm of attorneys retained by all such underwriters (collectively, the "inspectors”) all pertiner
financial and other records, and pertinent corporate documents and properties of the Company (collectively, the "Records” :
as shall be reasonably deemed necessary by each Inspector to enable each Inspector to exercise its due diligenc
responsibility, and cause the Company's officers, directors and employees to supply all information which any Inspector ma
reasonably request for purposes of such due diligence; provided, however, that each Inspector shall hold in confidence ar:
shall not make any disclosure {(except to an Investor) or use of any Record or other information which the Company determine
in good faith to be confidential, and of which determination the Inspectors are so notified, unless (a) the disclosure of suc
Records is necessary to avoid or correct a misstatement or omission in any Registration Statement, (b) the release of suc
Records is ordered pursuant to a subpoena or other order from a court or government body of competent jurisdiction or (:
the information in such Records has been made generally available to the public other than by disclosure in violation of th
or any other agreement. The Company shall not be required to disclose any confidential information in such Records to ar
Inspector until and unless such Inspector shall have entered into confidentiality agreements (in form and substance satisfactc.
to the Company) with the Company with respect thereto, substantially in the form of this Section 3(k). Each Investor agres
that it shall, upon learning that disclosure of such Records is sought in or by a court or governmental body of compete
jurisdiction or through other means, give prompt notice to the Company and allow the Company, at its expense, to undertat
appropriate action to prevent disclosure of, or to obtain a protective order for, the Records deemed confidential. Nothing here
shall be deemed to limit the Investors’ ability to sell Registrable Securities in a manner which is otherwise consistent wi
applicable laws and regulations.

|. The Company shall hold in confidence and not make any disclosure of information concering an Invest
provided to the Company uniess (i) disclosure of such information is necessary to comply with federal or state securities law
(i) the disclosure of such information is necessary to avoid or correct a misstatement or omission in any Registratic
Statement, (iii) the release of such information is ordered pursuant to a subpoena or other order from a court or governmen:
body of competent jurisdiction, (iv) such information has been made generally available to the public other than by disclosu
in violation of this or any other agreement, or (v) such Investor consents to the form and content of any such disclosure. Tt
Company agrees that it shall, upon leamning that disclosure of such information concerning an Investor is sought in or by a cot
or governmental body of competent jurisdiction or through other means, give prompt notice to such Investor prior to maki:
such disclosure, and allow the Investor, at its expense, to undertake appropriate action to prevent disclosure of, or to obtz
a protective order for, such information.

m. The Company shall use its best efforts to promptly secure the designation and quotation of ail of the Registrat
Securities covered by the Registration Statements on the NNM or the SmallCap and, without limiting the generality of t
foregoing, to arrange for or maintain at least two market makers to register with the National Association of Securities Deale
Inc. ("NASD") as such with respect to such Registrable Securities.

n. The Company shall provide a transfer agent and registrar, which may be a single entity, for the Registra:
Securities not later than the effective date of the first Registration Statement.




¢. The Company sr.ooperate with the Investors who hold Regga\ble Securities being offered and the
managing underwriter or underwriters, if any, to facilitate the timely preparation and delivery of certificates (not bearing an:
restrictive legends) representing Registrable Securities to be offered pursuant to a Registration Statement and enable
such certificates to be in such denominations or amounts, as the case may be, as the managing underwriter or
underwriters, if any, or the Investors may reasonably request and registered in such names as the managing underwriter
or underwriters, if any, or the Investors may request, and, within three (3) business days after a Registration Statement
which includes Registrable Securities is ordered effective by the SEC, the Company shall deliver, and shall cause legal
counsel selected by the Company to deliver, to the transfer agent for the Registrable Securities (with copies to the
investors whose Registrable Securities are included in such Registration Statement} an opinion of such counsel in the
form attached hereto as Exhibit 1.

p. At the reasonable request of any Invester, the Company shall prepare and file with the SEC such amendmen:
(including post-effective amendments) and supplements to a Registration Statement and the prospectus used in connectic
with a Registration Statement as may be necessary in order to change the pian of distribution set forth in such Registratic
Statement.

q. The Company shall comply with all applicable laws related to & Registration Statement and offering and sale » |
securities and all applicable rules and regulations of governmental authorities in connection therewith (including, witho:
limitation, the Securities Act and the Securities Exchange Act of 1934, as amended, and the rules and regulations promulgate
by the SEC).

r. The Company shall take all such other actions as any Investor or the underwriters, if any, reasonably reque.
in order to expedite or facilitate the disposition of the Registrable Securities.

s. From and after the date of this Agreement, the Company shall not, and shall not agree to, allow the holders
any securities of the Company to include any of their securities in any Registration Statement under Section 2(a) hereof or ar |
amendment or supplement thereto under Section 3(b) hereof without the consent of the holders of a majority in interest of tt
Registrable Securities.

4. OBLIGATIONS OF THE INVESTORS.
In connection with the registration of the Registrable Securities, the Investors shall have the foliowing obligations:

a. it shall be a condition precedent to the obligations of the Company to complete the registration pursuant to t-
Agreement with respect to the Registrable Securities of a particular Investor that such Investor shall fumish to the Compa.
such information regarding itself, the Registrabie Securities held by it and the intended method of disposition of the Registrat
Securities held by it as shall he reasonably required to effect the registration of such Registrable Securities and shall exect. |
such documents in connection with such registration as the Company may reasonably request. At least five (5) business d& |
prior to the first anticipated filing date of the Registration Statement, the Company shall notify each Investor of the informati:
the Company requires from each such Investor.

b. Each Investor, by such Investor's acceptance of the Registrable Securities, agrees to cooperate with t.
Company as reasonably requested by the Company in connection with the preparation and filing of the Registration Stateme
hereunder, unless such Investor has notified the Company in writing of such Investor’s election to exclude all of such Investc
Registrable Securities from the Registration Statement.

¢. In the event Investors holding a majority in interest of the Registrable Securities being offered determine
engage the services of an underwriter, each Investor agrees to enter into and perform such investor's obligations under
underwriting agreement, in usual and customary form, including, without limitation, customary indemnification and contribut:
obligations, with the managing underwriter of such offering and take such other actions as are reasonably required in orc
to expedite or facilitate the disposition of the Registrable Securities, unless such Investor has notified the Company in writ:
of such Investor's election not to participate in such underwritten distribution.

d. Each Investor agrees that, upon receipt of any notice from the Company of the happening of any event of
kind described in Sections 3{f) or 3{g), such Invester will immediately discontinue disposition of Registrable Securities pursu
to the Registration Statement covering such Registrable Securities until such Investor's receipt of the copies of
supplemented or amended prospectus contempiated by Sections 3(f} or 3(g) and, if so directed by the Company, such inves
shail deliver to the Company (at the expense of the Company) or destroy (and deliver to the Company a certificate
destruction) ail copies in such Investor's possession, of the prospectus covering such Registrable Securities current at the ¢ |
of receipt of such notice.




&. No investor may parficipate in any underwritten distribution hereunder uniess such Investor (i) agrees to sell such
investor's Registrable Securities on the basis provided in any underwriting arrangements in usual and customary form entered
info by the Company, (i) completes and executes ail questionnaires, powers of attorney, indemnities, underwriting agreements
and ather docurnents reasonably required under the terms of such underwriting srrangements, and (iil} agrees to pay its pro
rata share of all underwriting discounts and commissions and any expenses in excess of those payable by the Company

pursuant to Section 5 below.

f. Each Investor agrees that all resales of Registrable Securities that are covered by an effective Registration
Statemnent shall be made only in compliance with applicable provisions of the Securities Act and applicable state law.

5. EXPENSES OF REGISTRATION.

Al reasonable expenses, other than underwriting discounts and commissions, incurred in connection with registrations,
filings or qualifications pursuant to Sections 2 and 3, including, without limitation, all registration, listing and qualifications fees,
printers and accounting fees, the fess and disbursements of counsel for the Company, the fess and disbursements
conternplated by Section 3(k) hereof, and the reasonable fees {up to $5,000 in the aggregate) and dishursements of one
counsel selected by the Investors pursuant to Section 2(bj hereof shall be bome by the Company. In addition, the Company
shall pay all of the Investors’ costs and expenses (including legal fess) incurred in conpection with the enforcement of the rights

of the Investors hereunder,
6, INDEMNIFICATION.
In the event any Registrable Securities are included in & Regisiration Statement under inis Agreement:

a. Ta the extent parmitied by law, the Company will indernnify, hoid harmiess and defend (i) sach Investor who
halds such Registrable Secunties, and (i) the directors, officers, partners, members, employees, agents and sach person who
controls any investor within the meaning of Section 15 of the Securities Act or Section 20 of the Securities Exchange Act of
1934, as amended {the *Exchange Act"), ¥ any, (each, an "Indemnified Person®), against any joint or several losses, claims,
damages, Yabilities or expenses (collectively, together with actions, procesdings or inquiries by any regulatory or self-regulatory
organization, whether commenced or threatened, in respect thereof, "Claims”} to which any of them may become subject
insofar as such Claims arise out of or are based uporn: (i) any untrue staiement or alleged untrue statement of a material fact
in a Registration Statement or the omission or alleged omission fo state therein a material fact required to be stated or
necessary to make the statements therein not misleading, (i) any untrue staternent or alleged untrue statement of a material
fact contained in any preliminary prospectus if used prior to the effective date of such Registration Statement, or containec
in the fingl prospectus (as amended or suppiemented, if the Company files any amendment thereof or supplement thereto with
the SEC) or the omission or alleged omission to state therein any materal fact necessary to make the statermnants made therein.
in light of the circumstances under which the statements therein were mads, not misleading, or (i} any violation or allegec
violation by the Company of the Securitiss Act, the Exchange Act, any other law, including, without limitation, any state
securities law, or any rule or regulation thereunder relating to the offer or sale of the Registrable Securities (the matters in thr
foregoing clauses (i) through (i) being, collsctively, "Violations™). Sublect to the restrictions set forth in Section 8(c) with respe
to the number of legal counsel, the Company shall reimburse the nvestors and each other Indemnified Person, promplly
such expenses are incurred and are due and payable, for any reasonable legal fees or other reasonable, actual ¢
appropriate out of pocket
expenses incurred by them in connection with investigating or defending any such Claim. Notwithstanding anything i
contrary contained harein, the indemnification agreement contained in this Section 6(a): (i} shall not apply to a Claim &
out of or based upon a Violation which occurs in reliance upon and in conformity with information furnished in writing
Company by such indemnified Person expressly for uss in a Registration Statement or any such amendment the
supplement thereto; {il) shalt not apply fo amounts paid in settlement of any Claim if such settiement is sffected with
prior written consent of the Company, which consent shall not be unreasonably withheld; and (iil) with respec’
preiiminary prospectus, shall not inure to the benefit of any Indempified Person if the untrue statement or omission of
fact contained in the preliminary prospectus was comrected on a timely basis in the prospectus, as then am
supplemented, if such corracted prospectus was timely made available by the Company pursuant fo Section 3{c} b
the Indemnified Person was promptly advised in writing not to use the incorrect prospectus prior to the use givir
Viotation and such indemnified Person, notwithstanding such advice, used it, Such indemnnity shalf remain in full fore
ragardless of any investigation made by or on behalf of the Indemnified Person and shall survive the fransfar of the

~ = the Investors pursuant to Section 8 hereof,
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Section 6(a), the Company, egof its directors, each of its officers who signs the Registration Statement, its employees,
agents and each person, if any, who controls the Company within the meaning of Section 15 of the Securities Act or Section
20 of the Exchange Act, and any other stockholder selling securities pursuant to the Registration Statement or any of its
directors or officers or any person who controls such stockholder within the meaning of the Securities Act or the Exchange Act
(collectively and together with an Indemnified Person, an "Indemnified Party"), against any Claim to which any of them may
hecome subject, under the Securities Act, the Exchange Act or otherwise, insofar as such Claim arises out of or is based upon
any Violation, in each case to the extent (and only to the extent) that such Violation occurs in reliance upon and in conformity
with written information furnished to the Company by such Investor expressly for use in connection with such Registration
Statement; and subject to Section 6{c) such Investor will reimburse any legal or other expenses (promptly as such expenses
are incurred and are due and payable) reasonably incurred by them in connection with investigating or defending any such
Claim; provided, however, that the indemnity agreement contained in this Section 6(b) shall not apply to amounts paid in
setilement of any Claim if such setflement is effected without the prior written consent of such Investor, which consent shall
not be unreasonably withheld; provided, further, however, that the Investor shail be liable under this Agreement (including this
Section 6(b) and Section 7) for only that amount as does not exceed the net proceeds actually received by such Investor as
a result of the sale of Registrable Securities pursuant to such Registration Statement, Such indemnity shall remain in full force
and effect regardless of any investigation made by or on behalf of such Indemnified Party and shall survive the transfer of the
Registrable Securities by the Investors pursuant to Section 9 hereof. Notwithstanding anything to the contrary contained herein,
the indemnification agreement contained in this Section 6(b) with respect to any preliminary prospectus shall not inure to the
benefit of any Indemnified Party if the untrue statement or omission of material fact contained in the preliminary prospectus
was corrected on a timely basis in the prospectus, as then amended or suppiemented, and the Indemnified Party failed to utilize
such corrected prospectus.

c. Promptly after receipt by an Indemnified Person or Indemnified Party under this Section 6 of notice of the
commencement of any action (including any governmental action), such Indemnified Person or Indemnified Party shail, if a
Claim in respect thereof is made against any indemnifying party under this Section 6, deliver to the indemnifying party a written
notice of the commencement thereof, and the indemnifying party shall have the right to participate in, and, to the extent the
indemnifying party so desires, jointly with any other indemnifying party similarly noticed, to assume control of the defense
thereof with counsel mutually satisfactory to the indemnifying party and the Indemnified Person or the Indemnified Party, as
the case may be; provided, however, that such indemnifying party shall not be entitled fo assume such defense and an
Indemnified Person or Indemnified Party shall have the right to retain its own counsel with the fees and expenses to be paic
by the indemnifying party, if, in the reasonable opinion of counsei retained by the indemnifying party, the representation by sucr
counsel of the Indemnified Person or Indemnified Party and the indemnifying party would be inappropriate due to actual or
potential conflicts of interest between such Indemnified Person or Indemnified Party and any other party represented by such
counsel! in such proceeding or the actual or potential defendants in, or targets of, any such action include both the Indemnifiec
Person or the Indemnified Party and the indemnifying party and any such Indemnified Persen or Indemnified Party reasonabh
determines that there may be legal defenses available to such Indemnified Person or Indemnified Party which are different frorr
or in addition to those available to such indemnifying party. The indemnifying party shall pay for only one separate legal counse
for the Indemnified Persons or the Indemnified Parties, as applicable, and such legal counsel shall be selected by Investors
holding a majority-in-interest of the Registrable Securities included in the Registration Statement to which the Claim relates .
(with the approval of the Initial Investors if they hold Registrable Securities included in such Registration Statement), if the
Investors are entitled to indemnification hereunder, or by the Company, if the Company is entitled to indemnification hereunder
as applicable. The failure to deliver written notice to the indemnifying party within a reasonable time of the commencement ¢
any such action shall not relieve such indemnifying party of any liability to the Indemnified Person or Indemnified Party unde
this Section 6, except to the extent that the indemnifying party is actuaily prejudiced in its ability to defend such action. Th
indemnification required by this Section & shall be made by periodic payments of the amount thereof during the course of th
investigation or defense, as such expense, loss, damage or liability is incurred and is due and payable.

7. CONTRIBUTION.

To the extent any indemnification by an indemnifying party is prohibited or limited by law, the indemnifying party agre=
to make the maximum contribution with respect to any amounts for which it would otherwise be ligble under Section 6 to t-
fullest extent permitted by law; provided, however, that (i) no contribution shall be made under circumstances where the mak
would not have been liable for indemnification under the fault standards set forth in Section 6, (i} no person guilty of fraudule
misrepresentation (within the meaning of Section 11(f) of the Securities Act) shall be entitled to contribution from any se!i
of Registrable Securities who was not guilty of such fraudulent misrepresentation, and (iii) contribution (together with ar
indemnification or other obligations under this Agreement) by any selier of Registrable Securities shali be limited in amoL
to the net amount of proceeds received by such seller from the saile of such Regisirable Securities pursuant to su:
Registration Statement. '

8. REPORTS UNDER THE EXCHANGE ACT.




With a view to making available to the Investors the benefits of Rule 144 promulgated under the Securities Act or any
other similar rule or regulation of the SEC that may at any time permit the Investors to sell securities of the Company 1o the:
public without registration ("Rule 1447), the Company agrees to:

a. File with the SEC in a timely manner and make and keep available all reports and other documents requirec
of the Company under the Securities Act and the Exchange Act so long as the Company remains subject tc
such requirements {jit being understood that nothing herein shall limit the Company’s obligations under Sectior
4(c) of the Securities Purchase Agreement) and the filing and availability of such reports and other document:
is required for the applicable provisions of Rule 144; and

b. b. Furnish to each Investor so long as such Investor owns Debentures, Warrants or Registrable Securities
promptly upon request, (i) a written statement by the Company that it has complied with the reporting
requirements of Rule 144, the Securities Act and the Exchange Act, (ii) 2 copy of the most recent annual or
quarterly report of the Company and such other reports and documents so filed by the Company, and (iii) suci
other information as may be reasonably requested to permit the Investors to sell such securities under Rule
144 without registration.

9. ASSIGNMENT OF REGISTRATION RIGHTS.
|

The rights of the Investors hereunder, including the right to have the Company register Registrable Securities pursuar
to this Agreement, shall be automatically assignable by each Investor to any transferee of all or any portion of the Debentures
the Warrants or the Registrable Securities if: (i) Debenture are transferred in increments of $10,000 and the Warrants an
Registrable Securities are transferred in increments of that number of shares of Commen Stock issuable in relation to suc:
increments of $10,000 of face amount of the Debentures, (i) the Investor agrees in writing with the transferee or assignee t
assign such rights, and a copy of such agreement is furnished to the Company after such assignment, (iii) the Company i
furnished with written notice of (a) the name and address of such transferee or assignee, and (b} the securities with respec
to which such registration rights are being transferred or assigned, (iv) following such transfer or assignment, the furthe
disposition of such securities by the transferee or assignee is restricted under the Securities Act and applicable state securitie
laws (uniess and to the extent registered hereunder), (v) the transferee or assignee agrees in writing for the benefit of t-
Company to be bound by all of the provisions contained herein, and (vi} such transfer shall have been made in accordanc
with the applicabie requirements of the Securities Purchase Agreement.

10. AMENDMENT OF REGISTRATION RIGHTS.

Provisions of this Agreement may be amended and the observance thereof may be waived (either generally orin
particular instance and either retroactively or prospectively), only with written consent of the Company and Investors who hc -
a majority in interest of the Registrable Securities; provided, however, that no amendment hereto which restricts the ability
an Investor to elect not to participate in an underwritten offering shall be effective against any investor which does not conse
in writing to such amendment provided, further, however, that no consideration shail be paid to an investor by the Compar
in connection with an amendment hereto unless each Investor simiiarly affected by such amendment receives a pro-re
amount of consideration from the Company. Unless an Investor otherwise agrees, each amendment hereto must similarly affe :
each Investor. Any amendment or waiver effected in accordance with this Section 10 shall be binding upon each Investor a:
the Company.

11. MISCELLANEOUS.

a. A person or entity is deemed to be a holder of Registrable Securities whenever such person or entity owns
record such Registrable Securities. if the Company receives conflicting instructions, notices or elections from two or mc
persons or entities with respect to the same Registrable Securities, the Company shall act upon the basis of instructions, not
or election received from the registered owner of such Registrable Securities.

b. Any notices required or permitted to be given under the terms of this Agreement shail be sent by certifiec
registered mail (retumn receipt requested) or delivered personally or by courier or by confirmed telecopy, and shall he effect
five (5) days after being placed in the mail, if mailed, or upon receipt or refusal of receipt, if delivered personally or by cou.
or confirmed telecopy, in each case addressed to a party. The addresses for such communications shall be:

If to the Company:

80-02 Kew Gardens Road
Suite 5000




Kew Garden.Y 11415 .

Telecopy: (718) 793-4830
Attention: Chief Executive Officer

and if to any Investor, at such address as such Investor shail have provided in writing to the Company, or at such other address
as each such party furnishes by notice given in accordance with this Section 11(b).

16




c. Failure of any party to exercise any right or remedy under this Agreement or otherwise, or delay by a party |
exercising such right or remedy, shall not operate as a waiver thereof.

d. This Agreement shall be governed by and construed in accordance with the laws of the State of New York withot.
regard to principles of choice of law or conflict of laws that would defer to the substantive law of another jurisdiction, Th
Company irrevocably consents to the jurisdiction of the United States federal courts and the state courts located in the Ci:
of New York in the State of New York in any suit or proceeding based on or arising under this Agreement and irrevocab.
agrees that all claims in respect of such suit or proceeding shall be determined exclusively in such courts. The Compar.
irevocably waives the defense of an inconvenient forum to the maintenance of such suit or proceeding. The Company furthe
agrees that service of process upon the Company, mailed by first class mail shall be deemed in every respect effective servic
of process upon the Company in any such suit or praceeding. Nothing herein shall affect the Investors' right to serve proces

in any other manner permitted by law. The Company agrees that a final non-appeaiable judgment in any such suit ¢ |
proceeding shall be conclusive and may be enforced in other jurisdictions by suit on such judgment or in any other lawf: |

manner.

e. This Agreement, the Securities Purchase Agreement {including all schedules and exhibits thereto) and t&
Warrants constitute the entire agreement among the parties hereto with respect to the subject matter hereof and thereof. Th
Agreement, the Securities Purchase Agreement and the Warrants supersede all prior agreements and understandings amor
the parties hereto with respect to the subject matter hereof and thereof.

f. Subject to the requirements of Section 9 hereof, this Agreement shall inure to the benefit of and be binding upc -

the successors and assigns of each of the parties hereto.

g. The headings in this Agreement are for convenience of reference only and shall not limit or otherwise affect tr
meaning hereof,

h. This Agreement may be executed in two or more counterparts, each of which shall be deemed an original &
all of which shall constitute one and the same agreement. This Agreement, once executed by a party, may be delivered to t!

other party hereto by facsimile transmission of a copy of this Agreement bearing the signature of the party so delivering tr -

Agreement.

i. Each party shall do and perform, or cause to be done and performed, all such further acts and things, and sh

execute and deliver all such other agreements, certificates, instruments and documents, as the other party may reasonat
request in order to carry out the intent and accomplish the purposes of this Agreement and the consummation of t.
transactions contemplated hereby.

j. All consents, approvals and other determinations to be made by the Investors or the Initial Investors pursuant
this Agreement shall be made by the Investors or the Initial Investors holding a majority in interest of the Registrable Securiti
(determined as if all Debentures and Warrants then outstanding had been converted into or exercised for Registrat
Securities) held by all Investors or [nitial Investors, as the case may be.

k. The initial number of Registrable Securities included on any Registration Statement and each increase (if ar |
to the number of Registrable Securities included thereon shall be allocated pro rata among the Investors based on the numt
of Registrable Securities held by each Investor at the time of such establishment or increase, as the case may be. In the evs
an Investor shall sell or otherwise transfer any of such holder's Registrable Securities, each transferee shall be allocated ar
rata portion of the number of Registrable Securities included on a Registration Statement for such transferor. Any shares
Common Stock included on a Registration Statement and which remain allocated te any person or entity which does not b
any Registrable Securities shall be allocated to the remaining Investors, pro rata based on the number of shares of Registra
Securities then held by such Investors. For the avoidance of doubt, the number of Registrable Securities held by any Invest:
shall be determined as if all Debentures and Warrants then outstanding were converted into or exercised for Registra
Securities on the date of determination.

I. Each party to this Agreement has participated in the negotiation and drafting of this Agreement. At such,
language used herein shail be deemed to be the language chosen by the parties hereto to express their mutual intent, anc
rule of strict construction will be applied against any party to this Agreement.

m. For purposes of this Agreement, the term "business day" means any day other than a Saturday or Sunda;
a day on which banking institutions in the State of New York are authorized or obiigated by law, reguiation or executive or |
to close.
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IN WITNESS WHEREOQF, the parties have caused this Agreement to be duly executed as of the date first above writter
FIDELITY HOLDINGS, INC.
By: /s/ Doron Cohen

Name: Doron Cohen
Title: President

By:
Name:

Title:

INITIAL INVESTORS:

ZANETT LOMBARDIER, LTD. GOLDMAN SACHS PERFORMANCE PARTNERS, L.P.
8y: Commodities Corporation LLC, general partner

By: /s/ Gianluca Cicogna  By: /s/ Karen M. Judge
Name: Name: Karen M. Judge
Title: Title: Vice President
GOLDMAN SACHS PERFORMANCE

PARTNERS (OFFSHORE), L.P.

By: Commaodities Corporation LLC, general partner

By: /s/Karen M. Judge

Name: Karen M. Judge
Title: Vice President

/s/ David McCarthy {s/ Bruno Guazzoni

David McCarthy " Bruno Guazzoni




EXHIBIT 1
to
Registration
Rights
Agreement

[Date]

[Name and address
of transfer agent]

RE: Fidelity Holdings, Inc.
Ladies and Gentlemen:

We are counsel to Fidelity Holdings, Inc., a comporation organized under the laws of the State of Nevada (the "Company™),
and we understand that [Name of Investor] (the "Holder") has purchased from the Company Convertible Subordinated Term
Dentures (the "Debentures”) that are convertible into shares of the Company's Common Stock, par value $.001 per share (the
"Common Stock"), and (i) warrants (the "Warrants") to acquire shares of Common Stock. Pursuant to a Registration Rights
Agreement, dated as of January 25, 1999, by and among the Company, the Holder and the other signatories thereto (the
"Registration Rights Agreement"), the Company agreed with the Holder, among other things, to register the Registrable
Securities {as that term is defined in the Registration Rights Agreement) under the Securities Act of 1933, as amended (the
"Securities Act"), upon the terms provided in the Registration Rights Agreement. In connection with the Company's cbligations
under the Registration Rights Agreement, on ., ., the Company filed a Registration Statement on Form $-___ (File
No. 333- } (the "Registration Statement") with the Securities and Exchange Commission (the "SEC"} relating
to the Registrable Securities, which names the Holder as a selling stockholder thereunder. The Registration Statement was
declared effective by the SEC on , 1999,

{Other customary introductory and scope of examination language to be inserted]

Based on the foregoing, we are of the opinion that the Registrable Securities have been registered for resale under the
Securities Act.

[Other customary language to be included including compliance with delivery of resale prospectus.]
Very truly yours,

cc: [Name of Investor}




