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ARTICLES OF MERGER
Merger Sheet

DiVA ACQUISITION CORP., a Florida corporation, P98000108043

INTO

DIVA ENTERTAINMENT, INC., a Florida corporation, P98000031171.

File date: December 31, 1998
Corporate Specialist: Cheryl Coulliette

Divigion of Corporations - P.O. BOX 6327 -Tallahassee, Florida 32314




FLORIDA DEPARTMENT OF STATE
Sandra B. Mortham -

Secretary of State
January 4, 1999
Mgz,
CCRS R
DATE 4o CIHAL gy
TALLAHASSEE, - I : A5 AL gz Mosion

SUBJECT: DIVA ENTERTAINMENT, INC.
Ref. Number: P28000031171

We have received your document for DIVA ENTERTAINMENT, INC. and
check(s) totaling $105.00. However, the enclosed document has not been filed
and is being returned to you for the following reason(s):

The articles of merger must contain the provisions of the plan of merger or the
plan of merger must be attached.

Please return your document, along with a copy of this letter, within 60 days or
your filing will be considered abandoned.

If you have any questions conceming the filing of your document, please call
(850) 487-6903.

Cheryl Coulliette
Document Specialist Letter Number: 099A00000037

Division of Corporations - P.O. BOX 6327 -Tallahassee, Florida 32314




[Ze]
e ox T
- o 2
ARTICLES OF MERGER . ' =
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Tooen
THESE ARTICLES OF MERGER, dated as of December 30, 1998, are entered into by and bet '._‘;sén ch'fi .
Acquisition Corp., a Florida corporation ("DAQ"), Diva Entertainment, Inc., a Florida corporation ("Diva"), and
Quasar Projects Company, a Delaware corporation ("Quasar") to effectuate the merger of DAQ with and inte Diva
(the "Merger"} as a "reverse” triangular merger under Section 368(2)(2XE) of the Internal Revenue Code of 1986.
hereinafter referred to as the "Surviving Corporation.”

DAQ, Diva and Quasar are hereinafter collectively referred to as the "Constituent Corporations." Diva is sometlmes

RECITALS
Al

B.

Quasar owns all of the outstanding 10,000 shares of common stock of DAQ, par value $1.00 which
Corporation.

is the only class outstanding (the "DAQ Common Stock™). Quasar has authorized 20,000,000 shares of Common
Stock, $.001 value (the "Quasar Commeon Stock™

C.

Diva, Quasar and DAQ have agreed that Diva and DAQ shall merge with Diva to be the Surviving
shares, of which

Diva has authorized 10,000,000 shares of common stock, which is the only class of anthorized
“shares are issued and outstandmg, ("Diva Common Stock™).
4,500,000
D. In respect of DAQ, Quasar, as the sole shareholder of DAQ, has approved the Merger.
E. In respect of Diva, at a meeting duly held on December 30, 1998, the Merger was approved by
shareholders holding shares of Diva Common Stock, with no shareholders voting in opposition
4,500,000 S
F.
Merger.

The number of votes cast by shareholders of DAQ and Diva was sufficient for the approval of the

NOW, THEREFORE, in order to prescribe (a) the terms and conditions of the Merger; (b) the method of
carrying the same into effect; (¢) the manner and basis of converting and exchanging the shares of Diva’s Common
Stock into shares of Quasar Common Stock; and (d) such other details and provisions as are deemed necessary or

L. }
desirable; and in consideraticn of the foregoing recifals and the agreements, provisions and covenants herein
contained, DAQ, and Quasar hereby agree as follows

1.

E=1
Corporation Act.

Effective Date. The Merger shall become effective upon the filing of a copy of these
Articles of Merger with the Secretary of State of Florida, as required by Section 607.224 of the Florida Business
"Effective Date." -

The date and time on which the Merger becomes effective is hereinafter referred to as the
2.

Merger. At the Effective Date, DAQ shall merge with and into Diva with Diva being
the Surviving Corporation and the separate corporate existence of DAQ shall cease. The corporate identity, existence
o

purposes, franchises, powers, rights and immunities of DAQ at the Effective Date shall be merged into Diva which
shall be fully vested therewith. Diva shall be subject to all of the debts and liabilities of DAQ as if Diva had itself
incurred them and all rights of creditors and all liens upon the property of each of the Constituent Corporations shall
be preserved unimpaired, prov1ded that such liens, if any, upon the property of Dwa shall be limijted to the property
affected thereby immediately prior to the Eifective Date.
3.

Articles of Incorporation. At the Effective Date, the Articles of Incorporatmn of Diva
shall be the Articles of Incorporation of the Surviving Corporation.
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4. Effect of Merger on Ouistanding Shares, Options and Warrants.

(a) Surviving Corporation Shares. Each share of Diva Common Stock issued and
outstanding immediately prior to the Effective Date of the Merger shall convert into
9388888 shares of Quasar Common Stock.

) Disappearing Corporation Shares. At the Effective Date, each issued and
outstanding share of DAQ Common Stock shall be canceled and cease to be outstanding.

5. Surrender of Share Certificates. After the Effective Date, each holder of an cutstanding
certificate which prior to the Effective Date evidenced Diva Common Stock shall surrender the same, duly
endorsed as Quasar may require, to Quasar or its designated agent for cancellation. Thereupon such holder
shall receive in exchange therefor a certificate or certificates representing the number of full shares of -
Quasar Common Stock to which such holder shall be entitled as provided in Section 4(a) hereof and shall
also be entitled to receive dividends on each such share of Quasar Common Stock in an amount and to the
extent provided in Section 6(a) hereof.

6. Status of Diva Common Stock After the Effective Date, .-

(a) After the Effective Date, until surrendered in accordance with Section 5 hereof,
each outstanding certificate which prior to the Effective Date represented shares of Diva
Common Stock, shall be deemed for all corporate purposes (subject to the further
provision of this Section 6(a}) to evidence Quasar Common Stock in accordance with the
terms of these Articles of Merger. After the Effective Date, there shall be no further
registry of transfers on the records of Diva Common Sfock outstanding immediately prior
to the Effective Date, and, if certificates representing such shares are presented to Quasar,
they shall be canceled, and the holder thereof shali be entitled to receive Quasar Common
Stock in accordance with the terms of these Articles of Merger. No dividends or
distributions will be paid to persons entitled to receive certificates for shares of Quasar
Common Stock until such persons shall have surrendered their Diva Common Stock
certificates in accordance with Section 5 hereof; provided, however, that when such
certificates shall have been so surrendered in exchange for shares of Quasar Common
Stock, there shall be paid to the holders thereof, but without interest thereon, all dividends
and other distributions payable subsequent to and in respect of a record date after the
Effective Date on the shares of Diva Common Stock for which such certificates shall have
been so exchanged. Holders of certificates for shares of Diva Common Stock shall not
be entitled, as such, to receive any dividends unless and until they have exchanged those
certificates for certificatésrépresenting shares of Diva Commeon Stock as provided herein.

(b) If any certificate of Quasar Common Stock is to be issued in a name other than
that in which the certificate for the Diva Common Sfock surrendered in exchange is
registered, it shall be a condition of such exchange that the certificate so surrendered shall
be properly endorsed and otherwise in proper form for transfer and that the person
requesting such exchange shall (i) pay any transfer or other taxes required by reason of
the issuance of such Quasar Common Stock in any name other than that of the registered
holder of the certificates surrendered or (ii) establish to the satisfaction of Quasar or its
designated agent that such tax has been paid or is not applicable.

7. Other Provisions.

(a) Governing Law;. These Articles of Merger shall be governed by and construed
in accordance with the laws of the State of Florida.
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IN WITNESS WHEREOF, this Apreement has been duly executed and delivered by the
parties hereto as the dalc first above written.

QUASAR PROJECTS COMPANY, a
Delaware corporation

By:
Namoe:
Title:

DIVA ENTERTAINMENT, INC., a
Florida corporation

By:
Name: Peter Zachariou
Tille: President

DIVA ACQUISITION CORF., a Florida
corporation

By:
Nume:
Title:

J R CONSULTING, INC, s Nevada
corporation '

By:
Name: Peter Zachariou
Title: President

14
TTLINCORPSLCWO0TR.G
ATCOLRMD 12100




FROM : Panasonic TRD/FAX PHONE NO. Dec. 29 1998 Be:96AM PBL

HAND: &7 HERNDE S SEERs HFDHPAG-ASY=00FEL o e DELERG MY BREIFE L 48 0ND S BT UR -
- ‘-;:i‘

55

- at

sy pRisKSbitbed A Hy HObEr Of

ko MRLBH O, METEGE

opuntEspar(s diid oach kil saunterpartshall:tie disim o B RrCer gt hatfanicit; but
.m.urfs‘u'ﬂi'bﬁunlﬂfﬁél‘l!;!panﬂiﬂ.’shﬁil'iiﬁn“ﬁ\llmﬁfﬁﬂtiiﬁlfﬁ'-hsrdbn‘ibﬁt- .
(&)~ IiiherAGUTANEoS. BARRCORSILLN it thireufion
shies v of e otht GhnmtHusRLEer : ] i ki
i gl dinumotitind FEEREnt e (eh Garporation may
yequEsLIN:order I VSt 07 A¥ i liﬁﬂg_ﬁ“:w:rﬁnu-rpqs@gﬁgiuhmemi
Aghiefropead ot bius! v Lo exReT Fided harsin)br Hlielwise :
S0 cOnryourARE BN IntERTR: e el ' ®
m.-m‘mam::wnukmﬁiuwpmmhaiaw}sa#‘"ﬁiwﬂ‘iﬁsmﬁﬁ‘ b Mg o brexecisd s behalf i
oﬁlﬂmﬂh‘ﬁﬁﬂd&éﬁt‘.ﬂﬁfp&ﬁﬂﬁii's:-as'roﬁ:ih.ﬁ:?!!w=ﬁﬁﬂ?ﬁaﬂlﬁi‘§f7‘ilﬁwﬁﬂtlm-

i

m.“xm,@u[mﬁw'ggﬁ]*_:ﬁ R '-......‘i:i'-'DIVK‘?’ENfl‘ﬂnT&ﬂﬂMhﬂ‘l’#ﬂﬂG.

g AL}

A

PRIt s by Tl

3’- i
Yélv T |
Priakisht: i
.
Ty 2 —

Ll A . L AN ¢
e -

QUASARFROIECTS TOMPANY . |

:
— _ )
Tomu IR :

Pronidus Co ‘

Fimbery PeerEon
AisllilitSecrorary




(&) ' Counterparis. Fhese Articles of Meorger may be oxeeuted in any number of
eounterparls and each such counterpart shall be deemed to be an original instromvent, but
all of such counterparts together shall constitute but pne agreement,

{c} . Lurther Assurances, Each Constituent Corporation shall from time 1o times upon
the request of the other Constituent Corporation, éiéciite and deliver and file and record
all such documents and instruments and take all such other action as such corporation may
request il 'order to vest or evidenee the vesting in Diva of title to and poseession of all
rights, properties, asseis and buginess of Diva to the extent provided herein, or otherwise
[0 carry out the full intent and purpose of these Asticles of Merper.

IN WITNESS WHIREOF, the parties hercle have causod these Articles of Merger to be executed on behalf

DIVA ACQUISITION CORP. s DIVA ENTERTAINMENT, TNC.
By: oo o : B - S
Jebit Hand Peter\#zcharion
President ‘ Pregfdgnt
Kimberly Peterson . R e e ) -
Asgsistan] Secretary Secretary

QUASAR PROMIECTS COMPANY

Jehu ]:Iand
Prosident

By:

Kimberly Peterson
Assistent Secretary
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(b} Counterparts. These Articles of Merger may be executed in any number of
counterparts and each such counterpart shall be deemed to be an original instrument, but
all of such counterparts together shall constitute but one agreement.

(c) Further Assurances. Each Constituent Corporation shall from time to time upon
the request of the other Constituent Corporation, execute and deliver and file and record
all such documents and instruments and take all such other action as such corporation may
request in order to vest or evidence the vesting in Diva of title to and possession of all
rights, properties, assets and business of Diva to the extent provided herein, or otherwise
to carry out the full intent and purpose of these Articles of Merger.

IN WITNESS WHEREOF, the parties hereto have caused these Articles of Merger to be executed on behalf
of the Constituent Corporations as of the day and year first above written.

DIVA ACQUISITION CORP. DIVA ENTERTAINMENT, INC. .
By: { By:
/4 THind Peter Zachariou
President President
By: M.O ,ﬁ’fj ( W/L) By: -
Kimberly Peterson _
Assistant Secretary Secretary

QUASAR PROJECTS COMPANY

Kimberly Peterson
Assistant Secretary
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AGREEMENT AND PLAN OI REORGANIZATION

THIS AGREEMENT AND PLAN OF REORGANIZATION (the “Agreement”) is
dated December _ , 1998, and is by and beiween QUASAR PROJECTS COMPANY, a
Delaware corporation (the “Company”), DEIVA ACQUISITION CORP,, 2 Florida corporation
(“DAC™), DIVA ENTERTAINMENT, INC., a Florida corporation (“Diva™), and J R
CONSULTING, INC., 2 Nevada corporation, the controlling shareholder of Diva (the
“Sharcholder™).

RECITALS

WHEREAS, the Sharcholder beneficially owns 4,500,000 sharcs of common stock,
$6.01 par value per share, of Diva, constituting 95.3% of the issucd and outstanding common
stock of Diva (the “Diva Shares™);

WHEREAS, the Company is a public company, required to file repor{s undcr Section 13
of the Sccuritics Exchange Act of 1934 (the “Exchange Act™);

WHEREAS, the Company is the owner of all of the outstanding shares of DAC; and

WHEREAS, the Boards of Directors of the Company, DAC and Diva deem it advisable
that the acquisition by the Company of Diva be cffected through the merger {the “Merger™) of
Diva and DAC pursuant 1o this Agreement and Articles of Merger; and

WHEREAS, the Company desires to acquire il of the outstanding Diva Shares for
shares of common stock of the Company, $.001 par value per share (the “Common Stock™), in a
transaction that qualifies under Section 368(a)(2){E) of the Internal Revenue Code of 1986, as
amended (the “Code™); and

WHEREAS, the Boards of Directors of the Company, DAC and Diva intend that the
Merger constitute a “reorganization™ under Section 363(a}2WE} of the Code and that the
infusion of assets be a tax-free transfer under Section 351 of the Code and the rules and
reguiations of the Internal Revenue Service (the “IRS™) promuipated thereunder; have approved
and adopled this Agreement as a “plan of recorganization” within the meaning of Scction 368 of
the Code and the rules and regulations of the TRS promnlgated thereunder; and intend that the
Merger be treated as a tax-free merger under the Code and the rules and reguolations of the IRS
promulgated thereunder.

AGREEMENT

NOW, THEREFORE, in consideration of the mutual covenants and agrcements cof-
tained herein and in reliance upon the representations and warranties hereinafter sct forth, the
parties agree as follows:

1. MERGER

1.1 Merger. DAC shall merge with and into Diva pursuant to the Florida Busincss
Corporation Act in accordance with Articles of Merger between DAC and Diva (the “Articles of

FTLNCORPSECWOOTRE
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Merger™), a copy of which is attached hercto as Exhibit 1. The Mcrger shalt be cffective on the
date on which the Articles of Merger, or conformed copies thercof, in substantially the form
annexed hercto has been filed with the Florida Secretary of State, which filing shall take place
upon Closing. The Merger shall be a “reverse triungular merger” under Section 368 (2)}(2)(E) of
the Internal Revenue Code. : S

1.2 Clesing. The Closing of the transaction conlemplated by this Agreement (the
“Closing™) shall take place at the offices of Hand & Hand within 3 business days after the
completion of the minimum portion of the offering deseribed in Section 6.1, Al Closing, the
following shall oceur as a simultancous transactions.

(a) pursuant to the Arlicles of Merger, all outstanding Diva Shares and
subscriplion rights to sharcs of Diva common stock shall be cancelled and in licu thereof the
Shareholder shall receive 4,225,000 shares of the Company’s Common Stock and the persons
who have paid Diva an aggregate of $442,000 in subscription for 221,000 shares of Diva
common stock at the rate of $2.00 per share (the “Diva Subscribers™) shall receive 221 Shares of
the Company’s Series A Convertible Preferred Stock at the rate of one share of the Series A
Convertible Preferred Stock for the subscription rights to 1,000 shares of Diva common stock,
providing they do not severally dissent from the merger. 1f any Diva Subscriber dissents from
the merger, it shall be entitled to the fair value of its subscription rights for shares of Diva
common stock, as provided in the applicable provisions of the Florida Business Corporation Act.

{b) the Shareholder shall convert $3,000,b00 of the amount owed to it by Diva
and/or Diva’s subsidiaries into 3,000 shares of Series B Redeemable Convertible Preferred Stock
of Company ("“Series B Preferred Stock™) pursuant to Scction 6.2; and

{c) the Company shall close at least the minimum portion of the private
placement offering described in Section 6.1.

1.3 Deliverles. Upon Closing, the partics are delivering the following documents:
(a) The itemis and documents set forth in Seclions 1.1 and 1.2.
(b)  The Company Shares described in Section 1.2

{c)  The Company shall deliver the resignations of all of its current officers
and directors, and 2 beard resolution electing Peter Zachariou, David Lean and Jeff
Kolsrud to the Board of Directors of the Company. '

1.4 Filings. Following the Closing, the Company shall file the following documents:

() A Curent Reporl on Form 8-K with the U.S Securities and Exchange
Commission {the “SEC”), reporting the transacfions sel forth in this Aprecement, any
change of auditors, or other events required {o be reported in such repoit.

(b} A Form 3 report of beneficial ownership with the SEC with respect to
cach directer, excoutive officer or greater than 10% holder of Company Shares, signed by
such director, executive officer or shareholder, as the casc may be.

2
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{c) A Schedule 13D with the SEC for each person who is required to file such
form as a result of obtaining greater than 5% beneficial ownership of the Company's
Commen Stock as a result of the transactions contemplated by this Agreement.

(d A Certificate of Amendment to the Certificate of Incorporation of the
Company with the Delaware Secretary of State changing the name of the Company to
“Diva Entertainment, Inc” or a similar name as may be determined by the Board of
Directors.

11. REPRESENTATIONS AND WARRANTIES OF SHAREHOLDER

The Shareholder represents and warrants to the Company as follows, as of the date of this
Agreement and as of the Closing:

2.1 Organization. Diva is a corporation duly organized, validly existing and in good
standing under the laws of its state of incorporation; Diva has the corporate power and authonty
1o carry on ifs business as presenlly conducted; and Diva is qualified to do busincss in all

jurisdictions where the failure to be so gualified would have a material adverse effect on its
business.

2.2 Capitalization.

{a) The authorized capital stock and the issued and outstanding shares of Diva
is as set forth on Exhibit 2.2(a). All of the issued and outstanding sharcs of Diva are duly
authonized, validly issucd, fally paid and nonassessable.

{b)  Except as set forth in Exhibit 2.2(b) there are no outstanding options,
warranis, or rights to purchase any securities of Diva.

2.3 Subsidiaries and Investments. Diva does not own any capital stock or have any
interest in any corporation, parinership or other form of business organization, except for Prima
Eastwest Medel Management, Inc. and Que Management, Inc.

24  Financial Statements. The unaudited consolidated financial statements of Diva
as of and through Junc 30, 1998, including the unaudited balance sheet as of June 30, 1998 and
the rclated unaudited statement of operations for the period then ended (the “Financial
Statements™) present fairly the financial position and results of operations of Diva, on a
consislent basis. The financial records of Diva are of such a character and quality that an

unqualificd {cxcepl as lo going concern) audit of the Diva Financial Statements may be
performed within 75 days of the Closing.

2.5 No Undisclosed Liabilities. To the knowledge of the Sharcholder, other than as
described in Exhibit 2,5 attached hereto, Diva is not subject to any material liability or obligation
of any nature, whether absolute, accrued, continpent, or otherwise and whether duc or 1o become

due, which is not reflected or reserved against in the Financial Statements, except those incurred
in the normal course of business.

2.6 Absence of Material Changes. Since June 30, 1998, cxecpt as described in
Exhibit 2.0 attached hereto or as required or permitted under this Agreement, there has not been:
3
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{a) any material adverse change in the condition (financial or otherwisce) of
the properties, assets, liabilities or business of Diva, except changes in the ordinary
cowrse of business which, individually «nd in the aggregate, have not been materially
adverse;

(b}  any redemption, purchase or other acquisition of any shares of the capital
stock of Diva, or any issuance of any shares of capital stock or the granting, issuance or
exercise of any rights, warrants, oplions or commitments by Diva relating to its
authorized or issued capital stock: or

{c) any change or amendment (o the Articles of Tncomporation of Diva.

2.7  Litigation. Except as sct forth in Exhibit 2.7 attached herelo, (o the knowledge of
the Shareholder, there is no litigation, proceeding or investigation pending or threatened against
Diva affecting any of its propertics or assets or against any officer, dircctor, or stockholder of
Diva that might result, either in any case or in the aggregate, in any material adverse change in
the business, operations, affairs or condition of Diva or its properties or assets, or that might call
into question the validity of this Agreement, or any action taken or to be taken pursuant hercto.

2.8 Tille To Assets., Diva has good and marketable tille to all of its assets and
propertics now carried on its bhooks inchiding those reflecied in the balance sheets contained in
the Financial Statements, free and clear of ail liens, claims, charges, sccurity interests or other

encumbrances, cxcept as described in the Financial Statements, Exhibit 2.8 attached hereto or
any other exhibit.

29  Transactions with Affiliates, Directors and Shareholders. Excepl as set forth
in the Financial Statements or Exhibit 2.9 attached hereto, there are and have been no contracts,
agrcements, arrangements or other transactions between Diva, and any officcr, direcior, or
stockholder of Diva, or any corporation or other entity controlled by the Sharcholder, any
affiliate of the Shareholder or any member of the family of an affiliate of the Shareholder.

2.10 No Conflict. The exccution and delivery of this Agreement and the
consummaficn of (he {ransaclions confemplaled hereby will not condlict with or result in a breach
of iy tenn or provision of, or constitule a default under, the Articles of Incorporation or Bylaws
of IJiva, or any agreement, contract or instrument lo which Diva is a parly or by which it or any
of its assets are bound, ' ’

2.11  Disclesure. To the knowledge of the Sharcholder, neither this Agreement, the
Financial Statements nor any other agreement, document, certificate or written or oral statement
furnished to the Company by or on behalf of Diva in connection with the transaciions
contemplated herelyy, contains any untrue stalement of a material fact or when taken as 2 whole

omits {o stale a material facl nccessary in order 1o make the statements contained herein or
therein not misleading.

2.12  Authority. Diva has full power and authority to enter into this Agreement and to
carry out the transactions contemplated herein. The execution and dclivery of this Agreement
and the consummation of the transactions contemplated hercby, have been duly authorized and

4
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approved by the Board of Directors of Diva and, no other corporate proceedings on the part of
Diva are necessary to authorize this Agreement and the transactions contemplated hercby.

HI. REPRESENTATIONS AND WARRANTIES OF THE COMPANY

The Company hereby represents and warrants to Sharcholder as follows, as of the date of
this Agrcement and as of the Closing:

3.1 Organization.

(a) The Company is a corporation duly organized, validly existing, and in
good standing under the laws of the State of Delaware; has the comporate power and
authority to carry on its busincss as presently conducted; and is qualified to do business
in all jurisdictions where the failure to be so qualificd would have a material adverse
effect on the business of the Company.

(b)  The copics of the Certificate of Incoerporation, of the Company, as
certified by the Secretary of Statc of Delaware, and the Bylaws of the Comapany arc
complete and coirect copies of the Certificate of Jncorporation and (he Bylaws of the -
Company as amended and in effect on the date hereof. All minutcs of meetings and
actions in writing without a meeting of the Board of Dircctors and shareholders of the
Company are containcd in the minute book of the Company and no minutes or actions in
writing without a meeting have been included in such minute book since such delivery to
Diva that have not also been delivered to Diva.

3.2 Capitalization of the Company. The authorized capital stock of the Company
consists of 20,000,000 shares of Common Stock, par value $.001 per share, of which 1,273,800
shares are outstanding, and 1,000,000 shares of preferred stock, none of which is oulstanding.
All outstanding shares are duly authorized, validly issued, fully paid and non-asscssable. There
are no outstanding options, warrants, or rights to purchase any sccurities of the Company.
Following the Merger and issuance of Company Shares, the debt conversion discussed in Section
6.2, and the placement described in Section 6.1, the capitalization of the Company shall be
5,498,800 shares of Common Stock, the number of sharcs of Series A Converiible Preferred
Stock sold in the private placement and 3,000 shares of Scrics B Redeemabic Convertible
Preferted Stock,

33  Swobsidiaries and Investments. Other than DAC, the Company does not own any
capital stock or have any interest in any corporation, partnership, ot other form of business
organization. DAC is newly organized, has no liabilities or asscts and is a wholly-owned
subsidiary of the Company.

3.4 Autherity. The Company has full power and authority to enter into this
Agieement and 1o carry out the transactions contemplated hercin. The execution and delivery of
this Agrcement, the consummation of the transactions contemplated hereby, and the issuance of
1he Company stock in accordance with the terms hereof, have been duly authorized and approved
by the Board of Directors of the Company and no other corporate proceedings on the part of
Company ure necessary to authorize this Agreement, the transactions contcmplated hercby and
the issuance of the Company stock in accordance with the torms hereof,

S o : -

FTLNCORPSECWO07eS
176840018 1271680




HAND & HAND ID:714-489-0034  JAN 04'99  12:24 No.009 P.G7

3.5 Ne Undisclosed Liabilitles. Other than as described in Exhibit 3.5 attached
hereto, the Comnpany is not subject to any material liability or obligation of any nature, whether
absolute, accrued, contingent, or otherwisc and whether due or to become duc.

3.6 Litigation. 'fhere is no litigation, proceeding or investigation pending or, to the
knowledge of the Company, threatened against the Compuny affecting any of ils propertics or
assets or, to the knowledge of the Company, againsi any officer, director, or stockholder of the
Company that might result, cither in any case or in the aggregate, in any material adverse change
in the business, operations, affairs or condition of the Company or any of its properties or asscts,

or thai might call inie question the validity of this Agreement, or any action taken or 10 be taken
pursuani hereto. , ,

3.7  Title To Assets. The Company has good and marketablc title to all of its assets
and properties now carried on its books including those reflected in the balance sheet contained
in the Company’s financial statements, frec and clear of all liens, claims, charges, security
nterests or other encumbrances, except as described in the balance sheet included in the
Company’s financial statements or on any exhibits attached hereto.

3B Contracts and Undertakings. Exhibit 3.8 altached hereto contains a list of all
conlracts, agreements, leases, licenses, arrangements, commitments and other undertakings to
which the Company is a party or by which it or its property is bound. Bach of said contracts,
agreements, leases, licenses, arrangements, commitments and undertakings is valid, binding and
in full force and effect. The Company is not in material default, or alleged to be in material
default, under any confract, agreement, lease, license, commitment, instrument or cbligation and,
to the knowledge of the Company, no other party to any contract, agreement, lcase, license,
commitment, instrument or obligation to which the Company is a party is in default thereunder
nor, to the knowledge of the Company, does there exist any condition or event which, afler
notice or lapse of time or both, would constitute a default by any party to any such contract,
agreement, lease, license, commitment, jostrument or obligation.

3.9 Underlying Documents. Copies of all documents described in any oxhibit
aflached hereto (or a summary of any such contracl, agreement or commitment, i’ oral) have

been made avajlable to Diva and are complete and correct and include all amcndments,
supplements or modifications thereto.

3.10  Fransactions with Affilintes, Dircctors and Shareholders. Except as set forth
in Exhibit 3.10 hereto, there are and have been no contracts, agrecments, arrangements or other
{ransaclions belween the Company, and any officer, director, or 5% stockholder of the Company,
or any corporation or other entity controlled by any such officer, dircctor or 5% stockholder, a

member of aay such officer, director or 5% stockholder’s family, or any affiliate of any such
officer, dircctor or 5% stockholder.

3.11 No Conflict. The execution and delivery of this Agreement and the
consummation of the transactions contemplated hereby will not conflict with or yesult in a breach
of any term or provision of, or constitute a default under, the Certificate of Incorporation or

Bylaws of the Company, or any agreement, contract or instrument to which the Company is a
party or by which it or any of its assets are bound.

o
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3.12 Disclosure. To the actual knowledge of the Company, neither this Agreement nor
any other agreement, docurent, certificate or writlen or oral statement furnished to Diva and the
Sharcholder by or on behalf of the Company in connection with the transactions contcmplated
hereby, contains any untruc statement of a matertal fact or when taken as 2 whole omits to state &
material fact necessary in order to make the statements contained hercin or therein not
misleading.

3.13  Financial Statements. The financial siatements of the Company set forth in its
Form: 10-KSB for the year ended March 31, 1998 and its Fonns 10-QSB for the quarters ended
June 30 and Seplember 30, 1998 present fairly the financial position and resuilts of operations of
thc Company, on a consistent basis.

3.14  Absence of Material Changes. Since September 30, 1998, except as described
in any exhibit hereto or as required or permitted under this Agreement, there has not been:

(a)  any malerial change in the condition (financial or otherwise) of the
properlies, assels, liabilities or business of Company, except changes in the ordinary

course of business which, individually and in the aggregate, have not been materially
adverse,

(b}  any redempiion, purchase or olher acquisition of any shares of the capital
stock of the Company, or any issuance of any shares of capital stock or the granting,
issuance or exercise of uny rights, warrants, options or commitments by the Company
rclating to its authorized or issued capital stock,

(<) any amendment o the Certificate of Incorporation of the Company.

3.15 Exchange Act Compliance. Except as sct forth in Exhibit 3.15 attached hereto
with respect to timely filing only, the Company has fited all documents required to be filed by #t
wilh the SEC pursuant to the Exchunge Acl, including the Forrns 10-KSB and Forms 10-QSB
required for each of the fiscal years ended March 31, 1995, 199G and 1997, or cach of the fiscal
yuarters contained therein, or has received writlen notification from the SEC that the Company is
deemed 1o be cumrent in filing periodic reports pursuant te the requirements of Section 13 of the
Exchange Act, notwithstanding the Company’s failure to file the foregoing reports for each of
the fiscal years ended March 31, 1995, 1996 and 1997, or the fiscal quarters contained therein.
None of such documents contained any untrue statement of a material fact or omitled fo state a
matenal fact required o be stated therein or necessary to make the statements made therein, in
light of the circumstance under which they made, not misleading, provided that information as of
a later date shall be deemed to modify information as of an earlier date.

IV. SURYVIVAL OF REPRESENTATIONS AND WARRANTIES

All representations and warranties of the Company and Sharcholder contained herein

shall survive the consummation of the transactions contemplated herein and remain in full force
and effect.
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V.  CONDITIONS TO CLOSING

5.1 Conditions to Obligation of Sharcholder. The obligations of Sharcholder and
Diva under this Agreement shall be subject to each of the following conditions:

{a) ~ The representations and warranties of the Company herein contained shal)
be true in all material respects at the Closing with the same effect as though madc at such
time. The Company shall have perfermed in all material respects all obligations and
complicd in all material respects, to its actwal knowledge, with all covenants and
conditions requived by this Agreement to be perfermed or complied with by it at or prior
to the Closing.

()  No injunction or restraining order shall be in effect, and no action or
proceeding shall have been inslitwled and, al what would otherwise have been the
Closing, remain pending before a court to restrain or prohibit the transactions
contemplated by this Agreement.

(c)  All statutory requirements for the valid consummation by the Company of
the transactions contemplated by this Agreement shall have been fulfilled. Al
authorizations, consents and approvals of all governments and other persons required to
be obtained in order to permil consummation by the Company of the transactions
contemplated by this Agreement shall have been obtained.

(d) The Company shall have amended its Certificate of Incorporation to
provide for 1,721 shares of Series A Convertible Preferred Stock and 3,000 shares of
Series B Redeemable Convertible Preferred Stock, pursmant to the Certificates of
Designation for such series that are attached hereto as Exhibits 2 and 3 and made a part
hereof.

(e} The private placement of Series A Convertible Preferred Stock described
in Section 6.1 of this Agreement shall have been completed at least to the extent of the
minimum offering, resulling in the Company’s receipl of at least $700,000 in gross
offering proceeds, with the actual amount of gross proceeds equaling the actual amount
of nct offering proceeds, cxclusive of the funds received from the Diva Subscribers.

H The Company shall have isseed 3,000 shares of its Series B Redcemable
Converiible Preferred Stock in exchange for $3,000,000 of the amount owed to the
Shareholder by Diva and/or Diva’s subsidiaries.

(g) At the Closing, the appropriate porlion of the currently outstanding
1,273,800 sharcs of the Company’s Common Slock shall be placed in cscrow with the
counscl for the Sharcholder pursuant to an escrow agreement in substantially the same
form as the escrow agreement attached hereto as Exhibit 4 and made a part hercof. The
number of such shares to be placed in escrow shall cqual 1,273,800 muitiplicd by a
fraction, the numerator of which shall be 3,000,000 minus the dollar amount raised to that
date in the private placement of Scrics A Convertible Preferred Stock and the
denominator of which shall be 3,000,000, The $442.000 rcccived from the Diva
Subscribers shall be included in the amount raised only when the aggregate ammount

8
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raised, exclusive of that $442,000, exceeds $1,500,000. As additional amounts are raised
in the private placement, the corresponding portion of the shares of the Company’s
Common Stock shall be released from escrow. If the two private placements of Series A
Convertible Preferred Stock contemplated by this Agreement result in less than
$3,000,000 net proceeds to the Company, then any shares of the Company’s Common
Stock still remaining in escrow shall be released back to their respective owners of record
subject to a lock-up agreement preventing their transfer for a period of one year after the
termination of the escrow.

¢h) The Shareholder and the Company shall have entered into an Option
Agreement in substantially the same form as Exhibit 5 attached hereto and made a part
hereof, which Option Agreement provides that the Shareholder shall have the right to
purchase such additional number of shares of the Company’s Common Stock at a
purchase pricc of $.001 per share as shall be necessary to maintain the Shareholder’s
- percentage of ownership of record of the outstanding shares of the Company’s Common
Stock, exclusive of any shares of such Common Stock received by the Shareholder from
the conversion of any shares of the Series B Redeemable Convertible Preferred Stock and
before any dispesitions of such Common Stock except for shares of Common Stock
reccived by the Sharcholder from the conversion of sharcs of the Series B Redecmable
Convertibic Preferred Stock, at no less than 65%.

(i) Any outstanding warrants or slock options to purchase shares of the
Company’s Common Stock shall have been cancelled.

) Jehu Hand shall have entered into an agreement with the Company in
substantially the same form as Exhibit 6 attached hereto and made a part hereof, pursuant
to which Mr. Hand forgives any obligation of the Company to reimburse him for any
cxpenscs that he had advanced on behalf of the Company prior to the Closing.

52 Conditions to Obligations of the Company. The obligation of the Company
under this Agreement shall be subject to the following conditions:

(a)  The representations and warranties of the Shareholder hercin contained
shall be true in all material respects as of the Closing, and shall have the same cffect as
though made at the Closing; Shareholder shall huve performed in all material respects ai}
obligations and complied in all martcrial respects, to its actual knowledge, with alt
covenants and conditions required by this Agreement o be performed or complied with
by it prior to the Closing. ' '

(b)  No injunction or restraining order shall be in cffcet; and no action or
proceeding shal!l have been instituted and, al what would otherwise bave been the

Closing, remain pending before thc court to restrain or prohibit the transactions
contemplated by this Agreement.

(e} All starutory requirements for the valid consummation by Diva of the
transactions confemplated by this Agreement shall have been fulfilied.  All
authorizations, consents and approvals of all governments and other persons required to

Y
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be obtained in order fo permil consummation by Shareholder and Diva of the transactions
contemplated by this Agreement shall have been obtained.

Vi. CERTAIN AGREEMENTS

6.1 Placement of Sccurities. The Company shall immediately commcnce the
preparation of a private placement memorandum and shall thereafler use its best efforts to sell up
lo 971 shares of Series A Converlible Preferred Stock at a price of $2,000 per share, which shall
include up to 221 shares to be issued to the Diva Subseribers in the Mergcer, in a private offering
{the “Private Placement”). The minimum offering shall be $700,000, exclusive of the funds
received from the Diva Subscribers, and the maximum oflcring shall be $1,942,000, inclusive of
the funds received from the Diva Subscribers. The Company shall rely on information provided
by the Sharcholder with rcspect to Diva in the preparation of such private placement
memorandun. The Shareholder agrees to indemmify the Company and persons who control the
Company for any false statement of a materiat fact related to Diva or the omission of any
material fact related to Diva required to be included to make the statements related to Diva made
in the memorandum not misleading, provided that such statement or omission was made in
reliance on information provided in writing. The Company agrees 1o indemnify the Sharcholder
and persons who control Sharcholder for any false statement of a material fact related to the
Company or the omission of any material fact related to the Company required to be included to
make the statements related to the Company made in the memorandum not misicading, provided
that such statement or omission was made in reliance on information provided in writing. The
parties acknowledge, however, that it is the position of the SEC that indemnification for
liabilities under the federal securities laws is against public policy and is unenforceable.

6.2 Debt Conversion on Closing. On Closing, Sharcholder shali convert $3,000,000
of debt owed to it by Diva and/or Diva’s subsidiaries into.3,000 Sharcs of Series B Redecmable
Convertible Preferred Stock. Sharcholder shall agree 1o resell the Common Stock issuable upon
conversion of the Series B Redeemable Convertible Preferred Stock only in transactions
regisiered pursuant to applicable federal and stalc securities laws or cxempt from such
registration, and shall only scll pursuant to Rule 144 for two years from the Closing,.

6.3 Reporting Requirements, The Company shall file a]l reports required by
Section 13 of the Exchange Act and shall maintain its books and records in accordance with
Sections 12 and 13 thereof. The pattics agree that the failurc of the Company to make such
filings with the SEC or maintain such books and records shall constitute a matcrial breach of this
Agreement.

6.4  Registration Covenant.

(@) Upon the conclusion of the Private Placement, the Company shall be obligated to do
the following only if the pre-merger shareholders of the Company pay the cxpenses as set forth in
Subscction (b) of this section; otherwise, the Company shall not be obligated to do the fol lowing:

(i) prepare a registration statement pursuant to the Securitics Act of 1933, as
amended (the “Sccurities Act”), with respeet to the shares of Comaon Stock issuable upon the
conversion of the then outstanding shares of Serjes A Convertible Preforred Stlock and Series 1B
Redecmable Converdible Preferred Stock {the “Registrable Securitics™), file the regisiration
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staternent with the SEC within 60 calendar days afler the conclusion of the Private Placement and
use ils reasonablc best offorts to cause such registration statement to become cifoctive and remain
effective until (i) all the Registrable Securitics have been sold or (i) the date all of the holders of the
shures of the Serics A Convertible Preferred Stock and Series B Redeemable Convertible Preferred
Stock (collectively, the “Holders™) receive an opinion of counse} that the Registrable Securities may
be sold under the provisions of Rule 144(k) of (he Rules and Regulations of the Securities Act
without any limitations on the number of Registrable Securities sold;

(iiy  preparc and file with the SEC such amendments and supplcments to such
registration statement and the prospectus used in connection therewith as may be necessary to keep
such registration statement effective and to comply with the provisions of the Securities Act with
respect 1o the sale or other disposition of all securities covered by such registration statement
whenever the Holder or Holders of such securities shall desire to self or otherwise dispose of the
same;

(i)  furnish 10 each Holder such number of copies of a registration statement and
prospectus, including a prelintinary prospectus or any amendment or supplement to any prospectus,
in conformily with the requirements of the Securities Act, and such other documents, as such
lHolder may reasonably request in order to facilitate the public sale or other disposition of the
securitics owned by such Holder;

(iv)  use its best efforts to register and qualify the securities covered by such

- registration statement under such other securities or bluc sky laws of such jurisdictions as each
Holder shall rcasonably request, up (o an aggregate total of ten, and do any and all other acts and
things which may be necessary or advisable to enable such Holder to consummate the public sale or
other disposition in such jurisdictions of the sccuritics owned by such Holder, cxcept that the
Company shall not for any such purpose be required to qualify to do busincss as a foreign

cotporation int any jurisdiction, wherein it is niot so qualificd or to file therein any gencral consent to
service of process;

(v)  clherwise use its best efforts to comply with all applicable rules and
rogulations of the SEC, and make available to its sharcholders, as soon as reasonably practicable, an
camings statement covering the period of at least twelve months, beginning with the first fiscal
quarter beginning afier the cffective date of the registration statcment, which eanings staternent
shall satisfy the provisions of Scction 11(a) of the Securities Act; )

{(vi)  use its best cfforts to list such securities on any securities exchange on which
any stock of the Company is then listed, if the listing of siich sceurities is then permitted under the
rutes of such exchange;

(vii} cnter into and perform its obligations under an underwriting agreement, if

the offering is an underwritten offering, in usual and customary form, with the managing
underwritcr or underwriters of such underwritten offering;

(viii) notify cach Holder covered by such registration statement, al any time when

a praspectus relating thercto covered by such registration statement is required 1o be delivered under

the Securities Act, of the happening of any event of which it has knowledge as a result of which the
i1
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prospectus included in such regisiration statement, as then in effect, includes an untrue statement of
a malerial fact or omits to state a material fact required to be stated therein or necessary to make the
staternenis therein nol misleading m the fight of the circumstances then existing; and

(ix)  take such other actions as shall be reasonably requested by any Holder to
facilitate the regisiration of the Registrable Securities.

{b) All expenses incurred in any registration of the Holders’ Registrable Securities under
this Agreement shall be paid by the pre-merger sharcholders of the Company, including, without
limilation, printing cxpenscs, focs and disbursements of counset for the Company, cxpenses of any
special audits to which the Company shall agree or which shall be nc.essary to comply with
governmental requirements in connection with any such registration, all registration and filing fees
for the Holders® Registrable Securities under federal and state securities laws, and expenses of
complying with the securities or blue sky laws of any jurisdictions pursuant to subsection (iv);
provided, however, the such sharcholders shall not be Jiable for:

§y) any discounts or commissions to any underwriter in conncctlon with the sale
of such Holders’ Registrable Securities;

(i) any stock tvansfer taxes incurred with respect 10 Registrable Securities sold;
or

(ii})  the fees and expenses of counsel for any Holder,

6.5 Subsequent Placement of Securities.  Within 60 days after the initial
cffectiveness of the registration statement filed pursuant to Section 6.4 of this Agreoment, the
Company shall, at the cxpense of the pre-merger sharcholders of the Company, immediately
commence the preparation of a private placement memorandum and shall thereafler use iis best
efforts to sell up to 750 shares of Series A Convertible Preferred Stock at a price of $2,000 per
share. If the pre-merger sharcholders of the Company do not make satisfactory arrangements to
pay such cxpenscs, then the Company shall not be obligated to make this offering or preparc the
offcring documents required for 3.

7 MISCELLANEOUS

7.1 Finder’s Fees, Investment Banking Fees. No party has retained or used the
services of any person, firm or corporation in such manncr as {0 require the payment of any
compensation as a finder or a broker in connection with the transactions contemplated hercin.

7.2 Tax Treatment. The transaclions contemplated hereby are intended to qualify as
a so-called “tax-free” reorpanization under the provisions of Section 368 of the Code and as a tax
free wansfer under Scction 351 of the Code, The Company and Diva acknowledge, however,
that they each have been ropresented by their own tax advisors in connection with this
transaction; that ncither has made any representation or warranty {o the other with respect to the
treatment of such transaction or the effect thereof under applicable tax laws, regulations, or
intcrprelations; and thal no attormey’s opinion or private revenue ruling has heen obtained with
respect to the cffects thereof under the Code.
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7.3 Further Assurances. From timc to time, at the other party’s request and without
further consideration, cach of the parties will execute and deliver to the others such documents
and take such action as the other party may reasonably reqguest in order to consummate more
effectively the transactions contemplated hereby.

7.4 Parties in Interest. Except as otherwisc expressly provided herein, all the terms
and provisions of this Agrecment shatll be binding upon, shall inure to the benefit of and shall he
enforceable by the respective heirs, beneficiaries, personal and legal representatives, successors
and assigns of the partics hercto. - -

7.5~ Entire Agreement; Amendmients. This Agreement, including the schedules,
cxhibits and other documents and writings referved to herein or delivered pursuant hereto, which
form a part hereof, contains the entire understunding of the parties with respect to its subject
mattcr. There are no restrictions, agreements, promises, warranties, covenants or undertakings
other than those expressly set forth herein or therein. This Agreement supersedes all prior
agreements and understandings between the parties with respect to its subject matter. This
Agrecment may be amended only by a written instrument duly executed by the partics or their
respective successors or assigns. -

7.6 Headiags, Efc. The section and paragraph headings containcd in this Agreement
are for reference purposes onty and shall not affect in any way the meaning or interpretations of
this Agreement.

7.7 Pronouns. Ail pronouns and any variations thereof shall be deemed to refer to
the masculine, feminine or neuter, singular or plural, as the identity of the person, persons, cntity
or entilies may require.

7.8 Counterparts. This Agreement may be cxccuted in several counterparts, each of
which shall be deemed an original but all of which together shall constitute one and the same in-
strument.

7.9 Governing Law. This Agreement shall be governed by the laws of the State of
Florida {(excluding conflicts of laws principles) applicablc to coniracls 1o be performed in the
State of Florida,
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