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DALLAS HOUSTON
Renaissance Tower
TANDY Y. JOuRET 1201 Eim Street, Suite Y700
Direct Dial: 214.939.4844 ) Daifes, Texas 75275-2084
8004628393 214 938 4400
Direct Fox: 214.527.3142 804 662 8393
touret@godwingruber.com 214 760 7332 Fax

Bodwin&rubgr.com

January 18, 2005

ViaF res
Amendment Section
Division of Corporations
409 E. Gaines Street
Tallzhasee, FL. 32399

Re:  Cygnus; Our File 13573.0002
Dear Sir or Madam:

Enclosed please find the original and one copy of Plan and Articles of Merger as well as our
firm’s check in the amount of $70.00 to cover the fee for same. Please file the original and return
a certified copy to this office in the enclosed, self-addressed and stamped envelope.

Thanks for your help. Please do not hesitate to call if you should have any questions.

Sincerely,

I «
Tandy V. Jouret

Enclosure

D1093652v1N13573.0002 LETTER



TRANSMITTAL LETTER

TO: Amendment Section
Division of Corporations

SUBJECT: Cvenus efransactions Group, Inc.

{MName of surviving corporation}

The enclosed merger and fee are submitted for filing.

Please return all correspondence concerning this matter to the following:

Tandy Jonuret

(Name of person)

Cygnus eTransactions Group, Inc.
{Name of firm/company)

1201 Elm Street, Suite 1700
 (Address)

Dallas, Texas 75270
{City/state and zip code)

For further information concerning this matter, please cail:

Tandy Jouret at (214 y 939-4844
(Name of person) {Arce code & davtime telephone mumber)

D Certified copy (optional) $8.75 (plus $1 per page for each page over 8, not to exceed 2 maximum of
$52.50; please send an additional copy of your document if a certified copy is requested)

Mailing Address: Street Address:
Amendment Section Amendment Section
Division of Corporations Division of Corporations
P.0O. Box 6327 409 E, Gaines St.

Tallahassee, FL 32314 Tallahassee, FL 32399



TICLES OF MERGE

{Proflt Corporations}

The following articles of merger are submitted in accordance with the Florida Business Corporation Act,
pursuant o section 667.1105, F.8.

First: The name and jurisdiction of the gyrviving corporation:
N Rurisdicti

{If knowey spplicable}

{ygnus eTransactions Group, Inc. Nevada

Second: The name and jurisdiction of cach merging corporation:

Name ' Jurisdiction
{f known! applicabley S o

Cygrus Entertainment, Inc. Tlorida — &
s B
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Thirvd: The Plan of Merger is attached,

Fourth: The merger shall become effective on the date the Articles of Merger are filed with the Florida
Department of State.

OR i { {Buter & spocific date. NOTE: An =ifective date canno? be prior 1o the date of filing or more
than 90 days in the forre)

Fifth: Adoption of Merger by gyrviving corporation - (COMPLETE ONLY ONE STATEMENT)
The Pian of Merger was adopted by the sharcholders of the surviving corporation on __January 14, 2005

The Plan of Merger was adopted by the board of directors of the surviving corporation on
and shareholder approval was not reguired.

Sixth: Adoption of Merger by merging corporation(s) (COMPLETE ONLY ONE STATEMENT)
The Plan of Merger was adopied by the shareholders of the merging corporation(s) on __Ianuary, 14 1 2005

The Plan of Merger was adopted by the board of directors of the merging corporation{s) on
and shareholder approval was not required.

{Atigeh additional sheets if necessary)

a4



Seventh:

Name of Corporation

Tuped or Printed N ludividual & Tit

Jeffrey P Johnson, Director & CFO




Seventh: SIGNATURES FOR EACH CORPORATION

Cygnus Entertaimment, Inc. _— )

1 inted N F Individual & Til

Jeffrey P Johnson, Director & CEO

Cyvenus eTransactions Group, Inc. A

Phillip Offill, Director

A




PLAN OF MERGER

(Non Subsidiaries)

The following plan of merger is submitted in compliance with section 607.1101, F.8. and in accordance
with the laws of any other applicable jurisdiction of incorporation.

First: The name and jurisdiction of the surviving corporation:
N Furisdicti

Cvenus eTransactions Group, Inc. ) Nevada

Second: The name and jurisdiction of each merging corporation:

Name Jurisdiction
Cygnus Entertainment, Inc. _ Florida -

Third: The terms and conditions of the merger are as follows:

Articles of Merger are attached.

Fourth: The manner and basis of converting the shares of each corporation into shares, obligations, or other
securities of the surviving corporation or any other corporation or, in whole or in part, into cash or other
property and the manner and basis of converting rights to acquire shares of each corporation into rights to
acquire shares, obligations, or other securities of the surviving or any other corporation or, in whole or in part,
into cash or other property are as follows:

Articles of Merger are attached.
(Attack additional sheets if necessary)



THE FOLLOWING MAY BE SET FORTH IF APPLICABLE:

Amendments to the articles of incorporation of the surviving corporation are indicated below or attached as an
exhibit:

None

OR

Restated articles are attached:

Other provisions relating to the merger are as follows:



Plan and Articles
of Merger

By and Among

CYGNUS ENTERTAINMENT, INC.
and

CYGNUS eTRANSACTIONS GROUP INC.

Closing date January 14, 2004

D1093557v1\3573.0002 DOC



_ ~ TABLE OF CONTENTS
ARTICLE | - THE MERGER

1.1 The Merger

1.2 Effective Time of the Merger
1.3 The Surviving Corporation

14  Conversion of Shares

1.5  Stock Certificates

1.6 Dissenting Share

1.7  Tax-Free Reorganization

1.8 Further Documents

1.8 Adjustment of Exchange Ratio

ARTICLE H - REPRESENTATIONS AND WARRANTIES OF CYGNUS
e TRANSACTIONS GROUP INC. {(THE SURVIVING ENTITY)

2.1 Ownership of the Stock
2.2 Organization and Good Standing; Qualification
2.3 Capitalization

24 Corporate Records

2.5  Authorization and Validity
2.6  Subsidiaries

2.7  No Violation

2.8 Consent

2.8 Financial Statements
2.10 Liabilities and Obligations
211 Employee Matlers

DI09355Tv3573.0002 DOC



2.12 Assets

2.13 Commitments

2.14  Adverse Agreements

2.15 Insurance

2.18 Patents, Trade-marks, Service Marks and Copyrighis
2.17 Trade Secrefs and Customer Lists

2.18 Taxes

2.19 Compliance with Laws

2.20 Finder's Fee

2.21 Liigation

2.22 Accuracy of information

2.23 Ownership Interests of interested Persons
2.24 Environmental Matters

2.25 Certain Payments

ARTICLE Ii -~ REPRESENTATION AND WARRANTIES OF CYGNUS
ENTERTAINMENT, INC. (THE MERGING ENTITY}

3.1 Ownership of the Stock

3.2  Organization and Good Standing; Qualification
3.3 Capitalization

34  Corporate Records

3.5 Authorization and Validity

3.6  Subsidiaries

3.7  No Violation

38 Consents

D1093537w A\ 3573.0002 BOC



3.8 Financial Statements

3.10 Liabilities and Obligations

3.11 Employee Matters

3.12 Commitments

3.13 Adverse Agreements

3.14 Insurance

3.15 Patents, Trade-marks, Service Marks and Copyrights
3.16 Trade Secrets and Customer Lists
3.17 Taxes

3.18 Compliance with Laws

3.19 Finder's Fee

3.20 Litigation

3.21  Accuracy of Information

3.22 Environmental Matters

3.23 Certain Paymenis

ARTICLE IV — CYGNUS ENTERTAINMENT, INC. AND CYGNUS eTRANSACTIONS
GROUP COVENANTS

4.1  Consummation of Agreement
4.2 Business Operations

43  Access

44  Material Changes

4.5  Approvals of Third Parties
4.6 Emplovee Matters

4.7 Employee Benefit Plans

DI109355vIN3573.0002 DOC



4.8

4.9

4.10
411
4.12
413
4,14
4.15
4.18

Contracts

Capital Assets; Payments of Liabilities; Indebtedness
Mortgages, Leases, Liens and Guaranties

No Negotiation with Others

HRS Act

Corporate Actions

Tax Issues

General

Tax-Free Reorganization

ARTICLE V - CYGNUS ¢TRANSACTIONS GROUP INC. COVENANTS

5.1
52
5.3
5.4
5.5

Consummation of Agreement
HSR Act

Approvals of Third Parties
Tax-Free Reorganization

General

ARTICLE VI — CYGNUS e TRANSACTIONS GROUP CONDITIONS PRECEDENT

8.1
6.2
8.3
8.4
8.5
6.6
6.7
6.8

Represeniations and Warranties
Covenants and Conditions
Proceedings

No Material Adverse Changes

HSR Act

Resignations of Directors and Officers
Tax Affidavit

Dissenting Shareholders

DHSISSIN3ST3.0002 DOC



8.2  Merger Effective
6.10 Approvat by the Shareholders
8.11 Closing Deliveries
ARTICLE Vil - CLOSING DELIVERIES
7.1 Deliveries of CYGNUS ENTERTAINMENT, INC. (THE MERGING ENTITY)
7.2 Deliveries of CYGNUS eTRANSACTIONS GROUP, INC. (THE SURVIVING
ENTITY)
ARTICLE Viil - POST CLOSING DELIVERIES
8.1 Further Instruments of Transfer
8.2 Tax Matters
8.3 Indemnification of Directors and Officers
ARTICLE IX — REMEDIES
9.1  Indemnification by Shareholders
9.2 Indemnification by CYGNUS eTRANSACTIONS GROUP
8.3  Conditions of Indemnification
8.4  Survival of Representations, Warraniies and Covenanis
8.5 Waiver
8.6 Remedies Exclusive
8.7 Oifket
8.8 Costs, Expenses and Legal fees
ARTICLE X — REMEDIES
10.1  Termination

10.2 Closing Termination Date



ARTICLE XI -~ MISCELLANEOQUS
11.1  Amendments
11.2  Assignment
11.3 Parties In Interest; No Third Parly Beneficiaries
11.4 Entire Agreement
11.5 Severability
11.6 Goveming Law
11.7 Captions
11.8 Gender and Number
119 Reference fo Agreement
11.10 Confidentiality; Publicity and Disclosure
11.11 Notice
11.12 Counterparts
DEFINITIONS
EXHIBITS:

A List of Directors of CYGNUS ENTERTAINMENT, INC., & CYGNUS
e TRANSACTIONS GROUP

B List of CYGNUS ENTERTAINMENT, INC. Shareholders



ARTICLES OF MERGER

This Agreement and Articles of Merger (this "Agreement"), entered into as of January 14,
2004, is by and among CYGNUS e TRANSACTIONS GROUP, INC. a Nevada corporation
{hereinafter referred to as the “surviving entity”} and CYGNUS ENTERTAINMENT, INC.
a Florida Corporation {(herainafter referred to as the “merging entity” or “the Company”) are
filed pursuant to Florida statutes section 607.1101 and the Nevada Revised Statutes
92A.200.

WITNESSETH:

WHEREAS, CYGNUS eTRANSACTIONS GROUP INC. was formed to engage in
any lawful business or activity for which corporations may be arganized under the laws of
the State of Nevada.

WHEREAS, the respective Boards of Directors of CYGNUS eTRANSACTIONS
GROUP, INC. and CYGNUS ENTERTAINMENT, INC. have adopted resclutions approving
and adopting the proposed merger (the "Merger"} of CYGNUS ENTERTAINMENT, INC.
with and into CYGNUS eTRANSACTIONS GROUP INC. upon the ferms and conditions
hereinafter set forth in this Agreement; and

WHEREAS, CYGNUS ENTERTAINMENT, INC. and CYGNUS eTRANSACTIONS
GROUP intend that the Merger of CYGNUS ENTERTAINMENT, INC. with and into
CYGNUS eTRANSACTIONS GRCUP INC. as a tax-free reorganization under the
provisions of Section 388 of the internal Revenue Code of 1986, as amended (the "Code™)
and the Treasury Reguiations promulgated thereunder; and

WHEREAS, the shareholders of CYGNUS ENTERTAINMENT, INC. , who together
own approximately 70% of the outstanding common stock of the CYGNUS
ENTERTAINMENT, INC. , desire to enterinto this Agreement for the purpose of evidencing
their consent to the consummation of the Merger and for the purpose of making certain
representations, warranties, covenants and agreements.

NOW, THEREFORE, in consideration of the mutual representations, warranties and
covenants herein contained, and on the terms and subject to the conditions herein setforth,
the parties hereby agree as foliows:



ARTICLE |
THE MERGER

i The Merger. Subject o the terms and conditions of this Agreement,
CYGNUS ENTERTAINMENT, INC. will be merged with and into CYGNUS
eTRANSACTIONS GROUP INC. effecting a change in domicile from a Florida corporation
to a Nevada corporation (upon filing of the articles, CYGNUS e TRANSACTIONS GROUP
INC.’s name shall remain, CYGNUS eTRANSACTIONS GROUP INC. and CYGNUS
ENTERTAINMENT, INC. shall thereupon cease. CYGNUS eTRANSACTIONS GROUP
INC. shall have the effects set forth in section 807.1105 of the Florida Revised Statutes and
Article 82A.100 of Nevada Revised Statutes (the "NRS").

Sectign 1.2 Effective Time of the Merger. The parties hereto shail cause Articles
of Merger (the "Articles of Merger”) that meet the requirements of the applicable provisions
of the NRS to be properly executed and filed with the Secretary of State of Nevada on the
Closing Date. The Merger shall be effective at the time of acceptance of the filing of the
Articles of Merger with the Secretary of State of Nevada in accordance with the Nevada
Revised Statutes or at such later time which the parties hereto shall have agreed upon and
designated in such filing as the effective time of the Merger (the "Effective Time").

Section 1.3 The Surviving Corporation.

{a) Articles of incorporation. The Articles of Incorporation of the Company
shail be the Articles of Incorporation of the Surviving Corporation.

(b} Bylaws, The Bylaws of the Company as in effect immediately priorto the
Effective Time shali be the Bylaws of the Surviving Corporation.

(¢} Directors and Officers. The directors of the Company shall be as set forth
on Exhibit “A” from the Effeciive Date unti their respective successors are
duly elected or appointed and qualify in the manner provided in the Articles
of Incorporation and Bylaws of the Surviving Corporation, or as otherwise
provided by law.

Section 1.4 Conversion of Shares. At the Effective Date, by virtue of the Merger
and without any action on the part of Company and or any holder of capital stock of any of
them, subject to the limitations contained herein:

{a) Subjectto Section 1.8, each share of common stock of the merging entity
("the merging entity Common Stock”} issued and ouistanding common stock
immediately prior to the Effective Date shall be automatically converted into
the right to receive shares of fully paid and nonassessable common stock of
the surviving corporation (the "Surviving Common Stock”) on a share for
share basis {the "Exchange Ratio™).

{b) Each share of common stock of the merging entity issued and
outstanding immediately prior o the Effective Time shall automatically be



converted into and become one share of Common Stock of the Surviving
Corporation.

Section 1.5 Stock Certificates. At or following the Effective Time, each holder of
an outstanding certificate or cerfificates representing the merging entity Common Stock
shall surrender the same to the surviving corporation and the surviving corporation shall,
in exchange therefore, issue to the holder of such certificate(s) shares of the surviving
entity Comimon Stock in accordance with Section 1.4, and the surrendered certificate(s)
shall be canceled. From and after the Effective Time, all shares of the merging entity
Common Stock converted in accordance with Section 1.4 shall no longer be outstanding
and shall automatically be canceled and retired and shall cease to exist. Until surrendered
and exchanged, each certificate of the merging entity Common Stock shall represent solely
the right to receive the surviving corporation Common Stock in accordance with Section
1.4, without interest and less any tax withholding. From and after the Effective Date, all
certificates representing the common stock of the merging entity shall be deemed for all
purposes to represent the number of shares of common stock of the Surviving Corporation
into which they are converied in accordance with Section 1.4,

Section 1.6 Dissenting Shares. Each share of the merging entity Common Stock
issued and outstanding immediately prior to the Effective Time not voted in favor of the
Merger, the holder of which has given written notice of the exercise of dissenter's rights and
has perfected such rights as required by the Florida Statutes, is herein called a "Dissenting
Share.” Dissenting Shares shall not be converted info or represent the right to receive the
surviving entity Comimon Stock pursuant to Section 1.4 and shall be entitied only to such
rights as are available to such holder pursuant to the Florida Statutes, unless the holder
thereof shall have withdrawn or forfeited his dissenter's rights. Each holder of Dissenting
Shares shall be entitied to receive the value of such Dissenting Shares held by him in
accordance with the applicable provisions of the Florida Statutes. The Company will pay
to any holder of Dissenting Shares such amount as such holder shall be entitled to receive
in accordance with the applicable provisions of the Florida Statutes. If any holder of
Dissenting Shares shall effectively withdraw or forfeit his dissenter's rights under the Florida
Statutes, such Dissenting Shares shall be converted into the right to receive the surviving
entity Common Stock in accordance with Section 1.4,

Section 1.7 Tax-Free Reorganization. The parties hereto intend that the Merger
shaill constitute reorganization within the meaning of Section 368 of the Code. The parties
hereto adopt this Agreement as a “Plan of Merger and Reorganization” within the meaning
of Section 1.368-2{g) and 1.3683(a) of the Treasury Regulations promulgated thereunder.

Further Documents. Each party hereto will, either prior to or after the
Effective Date, execute such further documents, instruments, deeds, bills of sale,
assignments and assurances and take such further actions as may reasonably be
requested by one or more of the other parties to consummate the Merger, to vest the
Suviving Corporation with full title to all assets, properties, privileges, rights, approvals,
immunities and franchises of the merging entily, or to effect the other purposes of this
Agreement.



Section 1.9 Adjustmentof Exchange Ratio. The Exchange Ratio shall be adjusted
inthe event of any consolidation, reorganization, recapitalization, stock split, stock dividend
or other like eventwhich occurs, between the date of this Agreement and the Closing Date,
with respect to the surviving entity Common Stock.

ARTICLE §
REPRESENTATIONS AND WARRANTIES OF THE SURVIVING ENTITY

The surviving entity, represents and warrants that the following are frue and correct as of
the date hereof and will be true and correct through the Closing Date as if made on that
date (it being acknowledged and agreed that indemnification for any breaches of the
representations and warranties set forth in this Article It shall be as provided in Articie X
below):

Section 2.1 Ownership of the Stock. There are 18 shareholders of record for the
surviving entity as of the date of this agreement.

Section 2 2 Organization and Good Standing; Qualification. The surviving entity
is a corporation duly organized, validly existing and in good standing under the laws of its
slate of incorporation, with all requisite corporate power and authority fo carry on the
business in which it is engaged, to own the properties it owns, fo execute and deliver this
Agreement and to consummate the transactions contemplated hereby. The surviving entity
is duly qualified and licensed to do business and is in good standing in all jurisdictions
where the nature of its business makes such qualification necessary. The surviving entity
Zoesdnot have any assets, employees or offices in any state other than the State of

evada.

Capitalization. The authorized capital stock of the surviving entity
consists of 25,000,000 shares of common stock, par value $0.001 of which 8,250,000
issued and outstanding.

Section 2.4 Corporate Records. The copies of the surviving entity Articles of
Incorporation, and all amendments thereto, that have been delivered o the merging entity
are true, correct and complete copies therecf, as in effect on the date hereof. The minute
books of the surviving entity, copies of which have been delivered fo the merging entity
contain accurate minutes of all meetings of, and accurate consents to all actions taken
without meetings by, the Board of Directors (and any committees therecf) and ihe
shareholders of the surviving entity since the formation of the surviving entity .

Section 2.5 Authorization and Validity. The execution, delivery and performance
by the surviving entity of this Agreement and the other agreements contemplated hereby,
and the consummation of the transactions contemplated hereby and thereby, have been
or will be approved and duly authorized by all directors and shareholders as required by
the surviving entity. This Agreement and the Related Agreements have been or will be as
o{ the Closing Date duly executed and delivered by the surviving entity and constitute or
wili constitute legal, valid and binding obligations of the surviving entity, enforceable against
the surviving entity in accordance with their respective terms, except as may be limited by
applicable bankruptcy, insolvency or similar laws affecting creditors’ rights generally or the



availability of equitable remedies, subject to approval by the shareholders of the surviving
entity. The merger of the merging entity with and into the surviving entity as set forth herein
will not impair the ability or authority of the surviving entity to carry on its business as now
conducted in any respect.

Section 2.6 Subsidiaries. The surviving entity does not own, directly or indirectly,
any of the capital stock of any other corporation or any equity, profit sharing, participation
or other interest in any corporation, partnership, joint venture or other entity.

Section 2.7 No Violation. Neither the execution, delivery or performance of this
Agreement or the Related Agreements nor the consummation of the transactions
contemplated hereby or thereby will (a) conflict with, or result in a violation or breach of the
terms, conditions or provisions of, or constitute a default under, the Articles of Incorporation
or Bylaws of the surviving entity or any agreement, indenture or other instrument under
which the surviving entity is bound or to which the surviving entity Common Stock or any
of the assets of the surviving entity are subject, or resuit in the creation or imposition of any
security interest, lien, charge or encumbrance upon the surviving entity Common Stock or
any of the assets of the surviving entity, or (b) violate or conflict with any judgment, decree,
order, statute, rule or regulation of any court or any public, governmental or regulatory
agency or body having jurisdiction over the surviving entity Common Stock or the asseis
of the surviving entity .

Section 2.8 Consents. No consent, authorization, approval, permit or license of,
or filing with, any governmental or public body or authority, any lender or lessor or any
other person or entity is required to authorize, or is required in connection with, the
execution, delivery and performance of this Agreement or the Related Agreements on the
part of the surviving entity.

Section 2.8 Financial Statements. The surviving entity has fumished io the
merging entity any available unaudited consolidated balance sheet and related unaudited
consolidated statements of income, retained earnings and cash flows for the twelve-month
periods ended December 31, 2003 and December 31, 2002, including the notes thereto
(the "Unaudited Financial Stalements”), as well as Unaudited balance sheets and related
Unaudited statements of income, retained earnings and cash flows for each month ended
thereafter through March 31. The Unaudited Financial Statements are in accordance with
the books and records of the surviving entity, and fairly present the financial condition and
results of operations of the surviving entity as of the dates and for the pericds indicated,
except for the absence of notes thersto and subject {0 normal year-end audit adjustments
which are not material. The books of account of the surviving entity and the Subsidiaries
have been kept accurately in the ordinary course of business, the transactions entered
therein represent bona fide transactions and the revenues, expenses, assets and fiabilities
of the surviving entity have been properly recorded in such books.

Segtion 2,10 Liabilities and Obligations. The Unaudited Financial Statements
reflect all liabilities of the surviving entity, accrued, contingent or otherwise (known or
unknown and asserfed or unasserted), arising out of transactions effected or events
occurring on or prior to the date hereof. All reserves shown in the Unaudited Financial
Statements are appropriate, reasonable and sufficient to provide for losses thereby



contemplated. Except as set forth in the Unaudited Financial Statements, the surviving
entity is not liable upon or with respect io, or obligated in any other way to provide funds
in respect of or fo guarantee or assume in any manner, any debt, obligation or dividend of
any person, corporation, association, parinership, joint venture, trust or other entity, and
the surviving entify does not know of any basis for the assertion of any other claims or
liabilities of any nature or in any amount.

Section 2,11 Emplovee Matters.

{(a) Cash Compensation. The surviving entity herein states that there have
been no Cash Compensation paid to any employees of the surviving entity.

(b) Compensation Plans. The surviving entity herein states that there have
been no Compensation Plans established as of the date of this agreement
with any employee of the surviving entity

(c) Employment Agreements. The surviving entity herein states that there
have been no Employment Agreements entered into or will be entered into
with arny employees of the surviving entity as of the date of this agreement.

(d) Employee Policies and Procedures. The surviving entity does not and
has not generated any Employee Poiicies and Procedures as of the date of
this agreement.

{e) Labor Compliance. The surviving entity (I} has been and is in compliance
with all laws, rules, regulations and ordinances respecting employment and
employment practices, terms and conditions of employment and wages and
hours, and (ii} is not liable for any amears of wages or penaliies for failure to
comply with any of the foregoing. The surviving entity has not engaged in any
unfair labor practice or discriminated on the basis of race, color, religion, sex,
national origin, age or handicap in its employment conditions or practices.
There are no (I} unfair labor practice charges or complaints or racial, color,
religious, sex, national origin, age or handicap discrimination charges or
complaints pending or, to the knowledge of the surviving entity, threatened,
against the surviving entity before any federal, state or iocal court, board,
department, commission or agency nor, o the knowledge of the surviving
entity, does any basis therefore exist or (i) existing or, to the knowledge of
the surviving entity, threatened, labor strikes, disputes, grievances,
controversies or other labor troubies affecting the surviving entity, nor, to the
knowledge of the surviving entity, does any basis therefore exist.

{f) Unions. The surviving entity has never been a party to any agreement
with any union, labor organization or coliective bargaining unit. No employees
of the surviving entity are represented by any union, labor organization or
collective bargaining unit. To the knowledge of the surviving entity, the
employees of the surviving entity have no iniention to and have not
threatened fo organize or join & union, labor organization or collective
bargaining unit.



{g) Aliens. All employees of the surviving entity are citizens of and are
authorized to be employed in, the United States.

Section 2.12 Assets.
{a) Real Property. The surviving entity owns no real property.

(b)Y Personal Property. The surviving entity has no tangible or intangible
personal property as of the date of this agreement.

(c) Leases. The surviving entity is currently under no obligation of any leases
of real or personal property.

Section 2.13 Commitments.

{a} Commitments; Defaults. The surviving entity has not entered into any
commitments, nor is the surviving entity 's Comimon Stock, the assets, or the
business of the surviving entity bound by, whether or not in writing, any:

() parinership or joint venture agreement;

(i) deed of trust or other security agreement;

(iii} guaranty or suretyship, indemnification or contribution agreement or

performance bond;

{(iv) employment, consulting or compensation agreement or arrangement,

including the election or retention in office of any director or officer;

(v) labor or collective bargaining agreement;

(vi) debt instrument, loan agreement or other obligation relating to
indebtedness for borrowed money or money lent or to be lent to ancther,

{vii) deed or other document evidencing an interest in or contract to purchase
or sell real property;

(viii) agreement with dealers or sales or commission agents, public relations
or advertising agencies, accountants or atiorneys;

{ix) lease of real or personal property, whether as lessor, lessee, sublessor
or sublessee;

() agreement between the surviving entity and any affilfiate of the surviving
entity,

(xi) agreement relating to any material matter or transaction in which an
interest is held by a person or entity that is an affifiate of the surviving entity;



{xii} any agreement for the acquisition of services, supplies, equipment or
other personal property and involving more than $60,000 in the aggregate;

{xiii) powers of attorney; confracts containing noncompetition covenants;

(xv) any other contract or arrangement that involves either an unperformed
commitment in excess of $60,000 or that terminates more than 30 days after
the date hereof;

{xvi) agreement relating to any material matter or transaction in which an
interest is held by any person or entity;

(xvii) agreement providing for the purchase from a supplier of all or
substantially afl of the requirements of the surviving entity or any Subsidiary
of a particular product or service; or

{xviii} any other agreement or commitment not made in the ordinary cotirse
of business or that is material to the business or financial condition of the
surviving entity or any Subsidiary.

(b} Nao Canceliation or Termination of Commitment. Except as contemplated
hereby, the surviving entity has not received notice of any plan or intention of any
other party to any Commitment to exercise any right to cancel or terminate any
Commitment or agreement, and the surviving entity does not know of any fact that
would justify the exercise of such a right. the surviving entity does not contemplate,
or has no reason to believe any other person or entity currently contemplates, any
amendment or change to any Commitment.

Seciion 2.14 Adverse Agreements. The surviving entity is not a parly to any
agreement or instrument or subject to any charter or other corporate restriction or any
judgment, order, writ, injunction, decree, rule or regulation that materially and adversely
affects, or may in the future materially and adversely affect, the condition (financial or
otherwise), operations, assets, liabilities, business or prospects of the surviving entity.

Section 2.15 Insurance. The surviving entity does not carry properly, liability,
workers' compensation and such other types of insurance.

Section 2,16 Patents, Trade-marks, Service Marks and Copyrights.

(a) Ownership. The surviving entity does not own patents, trade-marks, service
marks or copyrights.

Section 2.17 Trade Secrets and Customer Lists. The surviving entity has the
right to use, free and clear of any claims or rights of others all trade secrets, customer lists
and proprietary information required for the marketing of all merchandise and services
formerly or presently sold or marketed by the surviving entity. The surviving entity is not
using or in any way making use of any confidential information or trade secrets of any third
party, including without limitation any past or present employee of the surviving entity.



Section 2,18 Taxes.

{a) All Returns required to have been filed by the surviving entity have been timely
filed (taking into account duly granted extensions) and are true, correct and
complete in all respects. The surviving entity is not currently the beneficiary of any
extension of time within which to file any Return, and no claim has ever been made
by any governmental authority in a jurisdiction where the surviving entity do not file
Returns that the surviving entity is or may be subject to taxation by that jurisdiction,
which claim has not been resolved as of the date hereof.

{b) All Taxes of the surviving entity which have become due {without regard to any
extension of the time for payment and whether or not shown on any Return} have
been paid. the surviving entity have withheld and paid over all Taxes required to
have been withheld and paid over by them and have complied with all information
reporting and back-up withholding requirements relating to Taxes. There are noliens
with respect to Taxes on any of the assets of the surviving entity, other than liens
for Taxes not yet due and payable, and for which adequate reserves have been
established in the Unaudited Financial Statements.

{c) No deficiencies exist or have been asserted (verbally or in writing) with respect
o Taxes of the surviving entity and the surviving entity have not received notice
(verbally or in writing) that they have not filed a Return or paid any Taxes required
to be filed or paid by them.

{d) The surviving entity is not or has not ever been (i) a pariy to any tax sharing
agreement of arrangement (format or informal, verbal or in writing), or (i) a member
of an affiliated group of corporations (within the meaning of Internal Revenue Code
Section 1504} filing a consclidated federal income Return, or any similar group
under analogous provisions of other law.

{e) The surviving entity is not liable for any unpaid Taxes of any person other than
the surviving entity under Treasury Regulation Section 1.1502-6 or any similar
provision of state, local or foreign law, or by confract or otherwise.

(f} Prior to May 20, 2004, the surviving entity was a validly electing Corporation
within the meaning of Intemnal Revenue Code Sections 1361 and 1362,

Section 2,19 Compliance with Laws. The surviving entity has complied with all
laws, reguiations and licensing requirements and have filed with the proper authorities all
necessary statements and reports. There are no existing violations by the surviving entity
of any federal, state or local law or regulation that could affect the property or business of
the surviving entity. the surviving entity possess all necessary licenses, franchises, permits
and governmental authorizations to conduct its business as now conducted.

Section 2.20 Finder's Fee. The surviving entity has not incurred any obligation for
zny Snder‘s, brokers or agent's fee in connection with the transactions confemplated
ereby.



Section 2.21 Litigation. The surviving entity has not incurred any legat actions or
administrative proceedings or investigations instituted or, to the knowledge of the surviving
entity, threatened, against or affecting, or that could affect, the surviving entity, any of the
surviving entity ’s Common Stock, or the business of the surviving entity. the surviving
entity is not (a) subject to any continuing court or administrative order, writ, injunction or
decree applicable specifically to the surviving entity or to their respective business,
assets, operations or employees or (b} in default with respect to any such order, writ,
injunction or decree. the surviving entity does know of any basis for any such action,
proceeding or investigation.

Section 2,22 Accuracy of Information. The surviving entity states in connection
with the transactions contemplated hereby is true, correct and complete in all material
respects. Such information states all material facts required to be stated therein or
necessary to make the statements therein, in light of the circumstances under which
such statements are made, not misleading.

Section 2.23 Ownership Interests of interested Persons. No officer,
supervisory employee, or director of the surviving entity or their respective spouses or
children, owns directly or indirectly, on an individual or joint basis, any material interest
in, or serves as an officer or director of, any customer, or supplier of the surviving entity,
or any organization that has a material contract or arrangement with the surviving entity.

Section 2,24 Environmental Matters.

{ay Environmental Laws. The surviving entity nor any of their
respective assets are currently in violation of, or subject to any existing,
pending or threatened investigation or inquiry by any governmental
authority or to any remedial obligations under, any laws or regulations
pertaining to health or the environment (hereinafter sometimes collectively
called "Environmental Laws"), including without Ilimitation (I} the
Comprehensive Environmental Response, Compensation and Liability Act
of 1980 (42 U.S.C. §§9801 ef seq.), as amended from time fo time
("CERCLA" (including without limitation as amended pursuant to the
Superfund Amendments and Reauthcrization Act of 1886}, and regulations
promulgated under CERCLA, (ii} the Resource Conservation and Recovery
Act of 1976 (42 U.S.C. §§6801 et seq.}, as amended from time fo time
{"RCRA™), and regulations promuigated thereunder, (iii) statutes, ruies or
regulations, whether federal, state or local, relating to asbestos or
polychlorinated biphenyls, and (iv) the provisions of applicable Nevada
law, and this representation and warranty would continue to be true and
correct following disclosure to the applicable governmental authorities of
all relevant facts, conditions and circumstances, if any, pertaining to the
assets and operations of the surviving entity .

Section 2. 25 Certain Payments. The surviving entity nor any director, officer or,
to the knowledge of the surviving entity, employee, of the surviving entity has not paid
or caused to be paid, directly or indirectly, in connection with the business of the
surviving entity (a) to any government or agency thereof or any agent of any supplier or



customer any bribe, kick-back or ofher similar payment; or (b) any contribution o any
political party or candidate (other than from personal funds of direclors, officers or
employees not reimbursed by their respective employers or as otherwise permitted by
applicable law).

TiC
REPRESENTATIONS AND WARRANTIES OF THE MERGING ENTITY

The merging company represents and wairants that the following are true and
correct as of the date hereof and will be true and correct through the Closing Date as if
made on that date (it being acknowledged and agreed that indemnification for any
breaches of the representations and warranties set forth in this Article i shall be as
provided in Article X below):

Ownership of the Stock. The sharehoiders listed on Exhibit *8°
own, beneficially and of record, good and marketable litle o the shares of Company
Common Stock set forth opposite such shareholders' names on Exhibif “B". which
constitutes alf of the issued and outstanding capital stock of the merging entity, and to
the knowledge of the merging entily, free and clear of all security interests, liens,
adverse claims, encumbrances, equities, proxies, options or sharehoiders’ agreements.
At the Closing, the shareholders of the merging entity will convey 1o the merging entity
good and marketable title to alf of the issued and outstanding capital stock of the
merging entity, free and clear of any security interests, liens, adverse claims,
encumbrances, equities, proxies, options, shareholders’ agreements or restrictions.

Saction 3.2 Organization and Good Standing; Qualification. The merging
entity is a corporation duly organized, validly existing and in good standing under the
laws of its state of incorporation, with all requisite corporate power and authority to carry
on the business in which it is engaged, to own the properties it owns, to execute and
deliver this Agreement and tc consummate the transactions contempiated hereby. the
merging entity is duly qualified and licensed to do business and is in good standing in
gll jurisdictions where the nature of its business makes such quatlification necessary. the
merging entity does not have any assets, employees or offices in any state other than
the State of Florida.

Capitalization. The authorized capital stock of the merging entity
consists of 10,000,000 shares of common stock, par value $0.01 per share, of which
there are currently 6,306,810 shares of common stock issued and outstanding.

Section 3.4 Corporate Records. The copies of the merging entity’s Articles of
Incorporation and Bylaws, and ali amendments thereto, that have been delivered to the
surviving entity are true, correct and complete copies thereof, as in effect on the date
hereof. The minute books of the merging entity, copies of which have been delivered to
the surviving entity, contain accurate minutes of all meetings of, and accurate consents
to all actions taken without meetings by, the Board of Directors (and any committees
theﬁreof) and the sharehoiders of the merging entity since the formation of the merging
entity.



Segction 3.5 Authorization and Validity. The execution, delivery and
performance by the merging entity of this Agreement and the other agreements
contemplated hereby, and the consummation of the transactions contemplated hereby
and thereby, have been or will be approved and duly authorized by all directors and
shiareholders as required by the merging entity. This Agreement and the Related
Agreements have been or will be as of the Closing Date duly executed and defivered by
the merging entity and constifute or will constitute legal, valid and binding obligations of
the merging entity, enforceable against the merging entity in accordance with their
respective terms, except as may be limited by applicable bankruptcy, insolvency or
simitar laws affecting credifors' rights generally or the availability of equitable remedies,
subject to approval by the shareholders of the merging entity. The merger of the merging
entity with and into the surviving entity as set forth herein will not impair the abifity or
authority of the merging entity to carry on its business as now conducted in any respect.

Section 3.6 Subsidiaries. The merging entity does notown, directly or indirectiy,
any of the capital stock of any other corporation or any equily, profit sharing,
participation or other interest in any corporation, partnership, joint venture or other entity.

Section 3.7 No Violation. Neither the execution, delivery or performance of this
Agreement or the Related Agreements nor the consummation of the fransactions
contemplated hereby or thereby will (a) conflict with, or result in a violation or breach of
the terms, conditions or provisions of, or constitute a default under, the Articles of
incorporation or Bylaws of the merging entity or any agreement, indenture or other
instrument under which the merging entity is bound or fo which the merging entity
Common Stock or any of the assets of the merging entity are subject, or result in the
creation or imposition of any security interest, lien, charge or encumbrance upon the
merging entity Common Stock or any of the assets of the merging entity, or {b) violate
of conflict with any judgment, decree, order, statute, rule or regulation of any court or
any public, governmental or regulatory agency or body having jurisdiction over the
merging entity Common Stock or the assets of the merging entity.

Section 3.8 Consents. No consent, authorization, approval, permit or license of,
or filing with, any govemmental or public body or autherity, any lender or lessor or any
other person or entity is required to authorize, or is required in connection with, the
execution, delivery and performance of this Agreement or the Related Agreements on the
part of the merging entity.

Section 3.9 Financial Statements. The merging entity has fumished the surviving
entity any available unaudited consolidated balance sheet and related unaudited
consolidated statements of income, retained earnings and cash flows for the tweive-month
periods ended December 31, 2003 and December 31, 2002, including the notes therefo
(the "Unaudited Financial Statements”), as well as Unaudited balance sheets and related
Unaudited statements of income, retained eamings and cash flows for each month ended
thereafter through March 31, The Unaudited Financial Statements are in accordance with
the books and records of the merging entity, and fairly present the financial condition and
resuiits of operations of the merging entity as of the dates and for the periods indicated,
except for the absence of notes thereto and subject to normal year-end audit adjustments
which are not material. The books of account of the merging entity and the Subsidiaries



have been kept accurately in the ordinary course of business, the iransactions entered
therein represent bona fide transactions and the revenues, expenses, assets and liabilities
of the merging entity have been properly recorded in such books.

Section 3,10 Liabilities and Obligations. The Unaudited Financial Statemenis
reflect all liabifities of the merging entity, accrued, contingent or otherwise (known or
unknown and asseried or unasserted), arising out of transactions effected or events
occurring on or prior to the date hereof. All reserves shown in the Unaudited Financial
Statements are appropriate, reasonable and sufficient to provide for losses thereby
contemplated. Except as set forth in the Unaudited Financial Statements, the merging
entity is not liable upon or with respect to, or obligated in any other way to provide funds
in respect of or to guarantee or assume in any manner, any debt, obligation or dividend
of any person, corporation, association, partnership, joint venture, trust or other entity, and
the merging entity does not know of any basis for the assertion of any other claims or
liabilities of any nature or in any amount.

Section 3.11Employee Matters.

{a) Cash Compensation. The merging entity herein states that there have
been no Cash Compensation paid to any employees of the merging entity.

(b) Compensation Plans. The merging entity herein states that there have
been no Compensation Plans established as of the date of this agreement with
any employee of the merging entity.

(&} Employment Agreements. The merging entity herein states that there
have been nc Employment Agreements entered into or will be entered into with
any employees of the merging entity as of the date of this agreement.

(dy Employee Pclicies and Procedures. The merging entity does notand has
not generated any Employee Policies and Procedures as of the date of this
agreement.

(&) Labor Compliance. The merging entity (I) has been and is in compliance
with all laws, rules, regulations and ordinances respecting employment and
employment practices, terms and conditions of employment and wages and
hours, and (ii) is not fiable for any arrears of wages or penalties for failure to
comply with any of the foregoing. The merging entity has not engaged in any
unfair labor practice or discriminated on the basis of race, color, religion, sex,
national origin, age or handicap in its employment conditions or practices, There
are no (i) unfair fabor practice charges or complaints or racial, color, religious,
sex, national origin, age or handicap discrimination charges or complaints
pending or, to the knowledge of the merging entity, threatened, against the
merging entity before any federal, state or local court, board, depariment,
commission or agency nor, to the knowledge of the merging entity, does any
basis therefore exist or (i) existing or, to the knowledge of the merging entity,
threatened, labor strikes, disputes, grievances, controversies or other labor



troubles affecting the merging entity, nor, to the knowledge of the merging entity,
does any basis therefore exist.

H Unions. The merging entity has never been a party to any agreement with
any union, labor organization or collective bargaining unit. No employees of the
merging entity are represented by any union, labor organization or collective
bargaining unif. To the knowledge of the merging entity, the employees of the
merging entity have no intention io and have not threatened to organize or join
a union, labor organization or collective bargaining unit.

{g) Aliens. All employees of the merging entity are citizens of and are
authorized to be employed in, the United States,

Seaction 3.12 Commitments.

(a) Commitments; Defauits. The merging entity has not entered into any
commitments, nor is The merging entity's Common Stock, the assels, or the
business of The merging entity bound by, whether or not in writing, any:

(i) partnership or joint venture agreement;
(i)  deed of trust or other security agreement;

(i)  guaranty or suretyship, indemnification or contribution agreement or
performance hond;

(iv) employment, consulting or compensation agreement or arrangement,
including the election or retention in office of any director or officer;

{v) labor or collective bargaining agreement;

{vi) debt instrumen{, loan agreement or other obligation relating to
indebtedness for borrowed money or money lent or to be lent to another;

{vii} deed or other document evidencing an interest in or contract to
purchase or sell real property;

(viii} agreement with dealers or sales or commission agenis, public
relations or advertising agencies, accountants or attorneys;

(ix) lease of real or personal property, whether as lessor, lessee,
sublessor or sublesses;

(x) agreement bheitween the merging entity and any affiliate of the
merging entity;

(xi) agreement relating to any material matter or fransaction in which an
interest is held by a person or entity that is an affiliate of the merging entity;



(xity any agreement for the acquisition of services, supplies, equipment or
other personat property and involving more than $60,000 in the aggregate;

(xiliy powers of atiorney;
(xiv) coniracts containing noncompetition covenants;

{xv) any other contract or arrangement that involves either an
unperformed commitment in excess of $60,000 or that terminates more than
30 days after the date hereof;

{xvi) agreement relating to any material matter or fransaction in which an
interest is held by any person or entity;

(xvil) agreement providing for the purchase from a supplier ofall or
substantially all of the requirements of the merging entity or any Subsidiary
of a particular product or service; or

{xviii) any other agreement or commitment not made in the ordinary course
of business or that is material to the business or financial condition of the
merging entity or any Subsidiary.

{b}  No Canceliation or Termination of Commitment. Exceptas contemplated
hereby, the merging entity has not received notice of any plan or intention of any
other party to any Commitment {o exercise any right io cancel or terminate any
Commitment or agreement, and the merging entity does not know of any fact that
would justify the exercise of such a right. the merging entity does not contemplate,
or has no reason to believe any other person or entity currently contemplates, any
amendment or change to any Commitment.

Section 3,13 Adverse Agreements. The merging entity is not a party to any
agreement or instrument or subject to any charter or other corporate restriction or any
judgment, order, writ, injunction, decree, rule or regulation that materially and adversely
affects, or may in the future materially and adversely affect, the condition (financial or
otherwise)}, operations, assets, liabilities, business or prospecis of the merging entity.

Seclion 3.14 Insurance. The merging entity does not carry property, liability,
workers' compensation and such other types of insurance.

Section 3.15 Patents, Trade-marks, Service Marks and Copyrights.

(a)  Owmership. The merging entity does not own patents, trade-marks, service
marks or copyrights.

Section 3.16 Trade Secrets and Customer Lists. The merging entity has the right
to use, free and clear of any claims or rights of others all trade secrets, customer lists and
proprietary information required for the marketing of all merchandise and services formerly
or presently scld or marketed by the merging entity. The merging entity is not using orin



any way making use of any confidential information or trade secrets of any third party,
including without limitation any past or present employee of the merging entity.

Section 3.17 Taxes.

(@} AllReturns required to have been filed by the merging entity have beentimely
filed (faking into account duly granted extensions} and are true, correct and
complete in ail respects. The merging entify is not currently the beneficiary of any
extension of time within which to file any Retumn, and no ciaim has ever been made
by any governmental authority in a jurisdiction where the merging entity do not file
Returns that the merging entity is or may be subject to taxation by that jurisdiction,
which claim has not been resolved as of the date hereof.

(b}  All Taxes of the merging entity which have become due (without regard to
any extension of the time for payment and whether or not shown on any Retum)
have been paid. the merging entity have withheld and paid over all Taxes required
to have been withheid and paid over by them and have complied with all information
reporting and back-up withholding requirements relating fo Taxes. There are noliens
with respect {o Taxes on any of the assets of the merging entity, other than liens for
Taxes not yet due and payable, and for which adequate reserves have been
established in the Unaudited Financial Statements.

{c) No deficiencies exist or have been asserted (verbally or in writing) with
respect to Taxes of the merging entity and the merging entity have not received
notice {verbally or in writing) that they have not filed a Return or paid any Taxes
required fo be filed or paid by them.

{d}  The merging entity is not or has not ever been (1) a party {o any tax sharing
agreement or arrangement (formal or informal, verbal or in writing), or (i) a
member of an affiliated group of corporations (within the meaning of internal
Revenue Code Section 1504) filing a consolidated federal income Retum, or any
similar group under analogous provisions of other law.

(e)  The merging entity is not liable for any unpaid Taxes of any person other
than the merging entity under Treasury Regulation Section 1.1502-6 or any
similar provision of state, local or foreign law, or by contract or otherwise.

{H Prior to May 20, 2004, the merging entity was a validly electing Corporation
within the meaning of Internal Revenue Code Sections 1361 and 1362,

Section 3,18 Compliance with Laws. The merging entity has complied with all
laws, regulations and licensing requirements and have filed with the proper authorities
ali necessary statements and reports. There are no existing violations by the merging
entity of any federal, state or local law or regufation that could affect the property or
business of the merging entity. The merging entity possess all necessary licenses,
frandch‘i:stgg, permits and govemmental authorizations to conduct its business as now
condu .



Saction 3.18 Finder's Fee. The merging entify has not incurred any cobligation
for any finder's, brokers or agent's fee in connection with the fransactions contemplated
hereby.

Section 3,20 Litigation. The merging entity has not incurred any legal actions
or administrative proceedings or investigations instituted or, to the knowledge of the
merging entity, threatened, against or affecting, or that could affect, the merging entity,
any of the merging entity’s Common Stock, or the business of the merging entity. the
merging entity is not (a) subject to any continuing court or administrative order, writ,
injunction or decree applicable specifically to the merging entity or to their respective
business, assets, operations or employees or (b) in default with respect to any such
arder, writ, injunction or decree. the merging entity does know of any bagis for any such
action, proceeding or investigation.

Section 3.21 Accuracy of Information. The merging entity states in connection
with the transactions contemplated hereby is true, correct and complete in all material
respects. Such information states all material facts required to be stated therein or
necessary to make the statements therein, in light of the circumstances under which
such statements are made, not misieading.

Section 3,23 Environmental Matters.

(a) Environmental Laws. The merging entity nor any of their respective
assefs are currently in violation of, or subject to any existing, pending or
threatened investigation or inquiry by any governmental authority or to any
remedial obligations under, any laws or regulations pertaining to health or the
environment (hereinafter sometimes collectively called "Environmental Laws"},
including without limitation (l) the Comprehensive Environmental Response,
Compensation and Liability Act of 1980 (42 U.S.C. §§9601 et seq.}, as amended
from time to time ("CERCLA") (including without limitation as amended pursuant
to the Superfund Amendments and Reauthorization Act of 1888}, and reguiations
prorulgated under CERCLA, (i) the Resource Conservation and Recovery Act
of 1978 (42 U.S.C. §§6901 et seq.), as amended from time to time ("RCRA"), and
regulations promulgated thereunder, (iii) statutes, rules or regulations, whether
federal, state or local, relating to asbestos ar polychiorinated biphenyls, and (iv)
the provisions of applicabie Nevada law, and this representation and warranty
would continue to be true and correct following disclosure to the applicable
governmental authorities of alf relevant facts, conditions and circumstances, if
any, pertaining to the assets and operations of the merging entity.

Section 3,24 Certain Payments. The merging entity nor any director, officer or, to
the knowledge of the merging entity, employee, of the merging entity has not paid or
caused to be paid, directly or indirectly, in connection with the business of the merging
entity (a) to any government or agency thereof or any agent of any suppiier or customer
any bribe, kick-back or other similar payment; or (b) any contribution to any politicai party
or candidate (other than from personal funds of directors, officers or employees not
reimbursed by their respective employers or as otherwise permitted by applicable law).



ARTICLE LV
THE SURVIVING ENTITY AND THE MERGING ENTITY COVENANTS

The surviving entity and the merging entity jointly and severally agree that between the date
hereof and the Closing:

Consummation of Agreement. The surviving entity and the merging
entity shall use their best efforts to cause the consummation of the transactions
contemplated hereby in accordance with their terms and conditions.

Section 4.2 Business Operations. The surviving entity shall operate their
businesses in the ordinary course consistent with past practice, The merging entity and
the surviving entity shall not pursue, negotiate or enter into any acquisitions of other
businesses and shall discontinue any such pursuits or negotiations pending as of the date
of this Agreement. the surviving entity and the merging entity shall use their reasonable
best efforts to preserve the business of the surviving entity intact, to retain the present
customers, suppliers, creditors, officers and employees. The merging entity and the
surviving entity shali not take any action that could adversely affect the condition {financial
or otherwise), operations, assets, liabilities, business or prospects of the surviving entity
or take or fail to take any action that would cause or permit the representations made in
Article ill to be inaccurate at the time of Closing or preciude the surviving entity and the
merging entity from making such representations and warranties at the Closing.

Section4.3 Access. Subjecttoreasonahle notice from the surviving entity, during
regular business hours the merging entity shall permit the surviving entity and its
authorized representatives full access to, and make available for inspection, ail of the
assets and business of the merging entity including their respective employees, customers
and suppliers, and permit the surviving entity and its authorized representatives to inspect
and make copies of all documents, records and information with respect to the affairs of the
merging entity as the surviving entity and its representatives may request, all for the sole
purpose of permitting the surviving entity to become famiiliar with the business and assets
and liabilities of the merging entity.

Section 4,4 Material Change. The merging entity shall promptly inform the
surviving entity in writing of any material adverse change in the condition (financial or
otherwise), operations, assets, abilities, business or prospects of the merging entity orany
Subsidiary. Notwithstanding the disclosure to the surviving entity of any such material
adverse change, the merging entity and the surviving entity shall not be relieved of any
liability for, nor shall the providing of such information by the merging entity fo the surviving
entity be deemed a waiver of the breach of any representation or warranty of the merging
entity and the surviving entity contained in this Agreement.

Approvals of Third Parties. The surviving entity and the merging
entity shall use their reasonable best efforts to secure, as soon as practicable after the date
hereof, all necessary approvals and consents of third parties and the merging entity’s
shareholders, fo the consummation of the fransactions contemplated hereby. In connection
therewith, the merging entity shall give notice to its shareholders of a majority shareholders’
agreement on the approval and adoption of this Agreement and the Merger within ten (10}



days after the date hereof, provided that, a validly executed co nsent in lieu of a
shareholders meeting shall constitute compliance with this provision. Unless the merging
entity’s board of directors determines that an alternative action is necessary in accordance
with its fiduciary duties to the merging entity’s shareholders under applicable faw (which
determination shail not affect the previous approval by the merging entity’s board of
directors of the transactions contempiated herein or the obligations of the merging entity’s
shareholders under the Voting Agreement), the board of directors of the merging entity
shall recommend approval and adoption of this Agreement and the Merger by the holders
of the merging entity Common Stock and shall use all commercially reasonable efforts to
obtain such approval and adoption.

Section 4.6 Employee Mattoers. The merging entity shall not, without the prior
written approval of the surviving entity, except as required by law:

(a) increase the Cash Compensation of the employees;

{b)  adopt, amend or terminate any Compensation Plan;

(¢ adopt, amend or terminate any Employment Agreement;

{d) adopt, amend or terminate any Employee Policies and Procedures;
(e) institute, settle or dismiss any employment litigation;

H enter into, modify, amend or terminate any agreement with any union, labor
organization or coliective bargaining unif; or

{g) take or fail to take any action with respect fo any past or present employee
of the merging entity that could adversely affect the business of the merging
entity

Section 4.7 Employee Benefit Plans. The merging entity shall not, without the
prior written approval of the surviving entity, except as required by law:

(a} adopt, amend or terminate any Employee Benefit Plan;

(b)  take any action that would deplete the assets of any Employee Benefit Plan,
other than payment of benefits in the ordinary course to participants and
beneficiaries;

(c) fail to pay any premium or contribution due or with respect to any Employee
Benefit Plan;

{d) failto file any return or report with respect to any Employee Benefit Pian; or

{e) take or fail to take any action that could adversely affect any Employee
Benefit Plan.



Section 4.8 Contracts. Except with the surviving entity prior written consent, the
merging entity shall not waive any right or cancel any contract, debt or claim nor assume,
enter into, amend or modify any contract, lease, license, obligation, indebtedness,
commitment, purchase or sale except in the ordinary course of business consistent with
past practices.

Section 4,8 Capital Assets; Payments of Liabilities; Indebtedness. The
merging entity shall not, without the prior written approval of the surviving entity (a) acquire
or dispose of any capital asset having an initial cost of $60,000 or more; (b) incur any
indebtedness for horrowed money or guarantee any such indebtedness other than in the
ordinary course of its business consistent with past practice; (c} voluntarily purchase,
cance}, prepay or otherwise provide for a complete or partial discharge in advance of a
scheduled repayment date with respect to, or waive any right under, any indebtedness for
borrowed money; or (d) discharge or satisfy any lien or encumbrance or pay or perform any
obligation or liability other than (f) liabilities and obligations reflected in the Financial
Statements or (i) current liabilities and obligations incurred in the ordinary course of
business since July 31, 1999 and, in either case (I} or (i) above, only as required by the
express ferms of the agreement or other instrument pursuant to which the liability or
obligation was incurred.

Section 4.10 Mortgages, Leases, Liens and Guaranties. The merging entity shall
not, without the prior written approval of the surviving entity, enter into or assume any
morigage, pledge, conditional sale or other title retention agreement, permit any security
interest, fien, encumbrance or claim of any Kind to attach fo any of its assets, whether now
owned or hereafter acquired, or guarantee or otherwise become contingently liable for any
obligation of another, except obligations arising by reasen of endarsement for collection
and other similar transactions in the ordinary course of business consistent with past
practice, or make any capital contribution or investment in any corporation, business or
other person. the merging entity shall not (a} enter into (or commit to enter into) any new
fease or renew any existing lease of real property {(except pursuant to commitments for
such lease or lease renewal entered into prior to the date hereof); or (b} purchase or
acquire or enter into any agreement to purchase or acquire any real estate.

Section 4.11No Negotiation with Others. The merging entity nor any Principal
Shareholder shall solicit or participate in negotiations with and the merging entity and the
Principal Shareholders shall use their best efforts to prevent any affiliate, shareholder,
director, officer, empioyee or other representative or agent of the merging entity from
negotiating with, soliciting or participating in negotiations with) any third party with respect
to the sale of the business of the merging entity or any Subsidiary or any transaction
inconsistent with those contemplated hereby, except to the extent necessary to comply with
the merging entity's and the Principal Shareholders' fiduciary duties to the merging entity's
Sharehoiders under the Florida Statutes.

Section 4,12 The merging entity and the surviving entity shall use their best efforts
to file as soon as possible, and to effect early termination of all applicable waiting periods,
under the HSR Act, including without limitation complying promptly with all requests
thereunder for additional information, if necessary.



Saction 4.13 Corporate Actions. No distribution, payment or dividend of any kind
will be declared or paid by the merging entity, nor will any repurchase or redemption of any
capital stock of the merging entity be approved or effected. The merging entity shall make
no offerings, issuances or grants of securities of the merging entity, including but not limited
10 options, warrants and other securities converiible into the surviving entity Common
Stock. the merging entity shall not (a) adopt or propose any change in their respective
articles of incorporation or bylaws; (b} adopt a plan or agreement of complete or partial
liquidation, dissoiution, merger, consolidation, restructuring, recapitalization or other
reorganization; or (¢) spiit, combine, reclassify or take similar action with respect to is
capital stock.

Section 4,14 Tax Issues. The merging entity will not change any tax election,
change any annual tax accounting period, change any method of tax accounting, file any
amended Tax Return, enter into any closing agreement relating to any Tax, settle any Tax
claim or assessment, surrender any right to claim a Tax refund or consent to any extension
or waiver (other than a reasonable extension or waiver) of the limitations period applicable
to any Tax claim or assessment, if any such action would have the effect of increasing the
aggregate Tax liability or reducing the aggregate tax assets of the merging entity, taken as
a whole.

Section 4,15 General. The merging entity will not agree or commit to do any actions
prohibited by this Agreement.

Seoction 4,16 Tax-Free Reorganization. The merging entity northe surviving entity
shall take any action prior to or after the Effective Date that could reasconably be expected
to cause the Merger to fail to qualify as a "reorganization” under Section 368(a) of the
Code.

ARTICLE Y
THE SURVIVING ENTITY COVENANTS

The surviving entity agrees that between the date hereof and the Closing:

Section .1 Consummation of Agreement. The surviving entity shall use its best
efforts to cause the consummation of the transactions contemplated hereby in accordance
with their terms and conditions.

Section 5.2 HSR Act. The surviving entity shall use its best efforts to file as soon
as possible, and to effect early termination of alf applicable waiting periods, under the HSR
Act, inciuding without limitation complying promptly with all requests thereunder for
additional information, i necessary.

Section 5.3 Approvals of Third Parties. The surviving entity shall useits
reasonable best efforts to secure, as soon as practicable after the date herecf, all
necessary approvals and consents of third parties and the surviving entity shareholders
to the consummation of the transactions contemplated hereby. in connection therewith,
the surviving entity shall give notice to its shareholders of the majority shareholders’
approval and adoption of this Agreement and the Merger as soon as practicable after the



date hereof. The board of directors of the surviving entity shall recommend approvat and
adoption of this Agreement and the Merger by its sharehoiders and shali use all
comimercially reasonable efforts to obtain such approval and adoption.

Section 54 Tax Free Reorganization. Neither The merging eniity nor the
surviving entity shall take any action pror to or after the Effective Date that could
reasonably be expected to cause the Merger to fail to qualify as a "reorganization” under
Section 368(a) of the Code.

Section 8.8 General. The surviving entity will not agree or commit to do any
actions prohibited by this Agreement.

ARTICLE Vi
THE MERGING ENTITY CONDITIONS PRECEDENT

Except as may be waived in writing by the surviving entity, the obligations of the merging
entity hereunder are subject to the fuifillment at or prior to the Closing Date of each of the
following conditions:

Section 6.1 Representations and Warranties. The representations and
warranties of the merging entity and the surviving entity contained herein shall have been
true and correct in all respects when initially made and shall be true and correct in all
material respects as of the Closing Date.

Section 6.2 Covenants and Conditions. The merging entity and the surviving
entity shall have performed and complied in all material respects with all covenants and
conditions required by this Agreement to be performed and complied with by the merging
entity and the surviving entity prior to the Closing Date.

Section 6,3 Proceedings. No action, proceeding or order by any courtor
governmental body or agency shall have been threatened, orally or in writing, asserted,
instituted or eniered fo restrain or prohibit the carrying out of the transactions
contemplated hereby.

Section 6.4 No Material Adverse Change. No material adverse change in the
condition (financial or otherwise), operations, assets, liabilities, business or prospects of
the merging entity shall have occurred since the date of the most recent balance sheet
included in the Unaudited Financial Statements.

Secfion 8.5 HSR Act. Ali applicable waiting periods under the HSR Act shall have
expired or been terminated.

Section 6,68 Resignations of Directors and Officers. The merging entity shall
have received the resignations of the directors and officers of the Company as requesied
by the merging entity.

Section 6.7 Tax Affidavit. The surviving entity shall have received a nonforeign
affidavit, as such affidavit is referred to in Section 1445(b){2) of the Code, of each of the



Company's shareholders signed under penalty of perjury and dated as of the Closing
Date, to the effect that such shareholder is a not a foreign person and providing such
shareholder's United States taxpayer identification number.

Section 6.8 Dissenting Shareholders. The surviving entity shall have received
a certificate signed by the President of the Company stating that none of the merging
entity’s shareholders have filed with the merging entity a demand for dissenters rights
under the Florida Statutes, upon request by surviving entity.

Section 6.9 Merger Effective. The Merger shall have become effective under the
Nevada Revised Statutes.

Section 6,10 Approval by the Sharsholders. This Agreement and the
fransactions contemplated hereby shall have been approved by the shareholders of the
merging entity and the Shareholders’ of the surviving entity.

Section §.11 Closing Deliveries. The surviving entity shall have received alf
documents, duly executed in form satisfactory to the surviving entity and its counsel

ARTICLE Vii
CLOSING DELIVERIES

Section 7.1 Deliveries of the merging entity and the surviving entity. At the
Closing, the merging entity and Principal Shareholders shall deliver to the surviving
entity the following, all of which shall be in form and content satisfactory to the surviving
entity and its counsel:

(@ certificates representing all of the merging entity Common Stock, duly
endorsed and in proper form for transfer to the surviving entity by delivery under
applicable law, or accompanied by duly executed instruments of transfer in blank;

(b}  a copy of resolutions of the Board of Directors and sharehoiders of the
merging entity authorizing the execution, delivery and performance of this
Agreement and all related documents and agreements, each certified by the
Secretary of the merging entity as being true and correct copies of the criginals
thereof subject to no modifications or amendments;

(¢}  a certificate, dated within five business days of the Closing Date, of the
Secretary of State of the states of incorporation of the merging entity establishing
that the merging entity is in existence, has paid all franchise taxes and otherwise
is in good standing to fransact business in its state of incorporation;

(d) certificates, dated within five business days of the Closing Date, of the
Secretaries of State of the states in which the merging entity is qualified to do
business, to the effect that the merging entity is quaiified to do business and is in
good standing as a Fiorida corporation;

{e}  all authorizations, consents, approvals, permits and licenses;



(i) executed Articles of Merger to effectuate the Merger; and

(i)  such other instrument or instruments of fransfer as shall be
necessary or appropriate, as the merging entity or its counsel shall
reasonably request, to vest in the surviving entity good and
marketable title to the merging entity Common Stock,

Section7.2 Deliveries of the surviving entity. At the Closing, the surviving entity
shail deliver the foliowing to the merging entity or the appropriate party:

(a) a copy of the resolutions of the Board of Directors of the surviving entity
authorizing the execution, delivery and performance of this Agreement and ail
related documents and agreements and approving the issuance of the surviving
entity Common Stock to be issued hereunder, each certified by the surviving entity
Secretary as being true and correct copies of the originals thereof subject to no
modifications or amendments;

ARTICLE Vil
POST CLOSING MATTERS

Section 8,1 Further Instruments of Transfer. Following the Closing, at the
request of the surviving entity, Principal Shareholders shall deliver any further
instruments of transfer and take all reasonable action as may be necessary or
appropriate to {a) vest in the surviving entity good and marketable title to the Company
Common Stock and {b) carry out more effectively the provisions of this Agreement and
tg establish and protect the rights created in favor of the parties hereunder or
thereunder.

Section 8.2 Tax Mafters. Each party heretc shall provide to each of the other
parties hereto such cooperation and information as any of them reasonably may request
in filing any Return, amended Retumn or claim for refund, determining a fiability for Taxes
or a right to refund of such Taxes or in conducting any audit or other proceeding in respect
of such Taxes. Such cooperation and information shall include providing copies of all
relevant portions of Retums, together with relevant accompanying schedules, work
papers, documents relating fo rulings or other determinations by taxing authorities and
records conceming the ownership and tax basis of property, which such party may
POSSEess.

Section 8.3 Indemnification of Directors and Officers.

(8)  From and after the Effective Date and for a period of six (6) years thereafter,
the Surviving Corporation shall fuifil and honor in all material respects the
indemnification obligations of the surviving entity contained in the Articles of
Incorporation or by-laws or any equivalent organizational document of the surviving
entity as in effect immediately prior to the Effective Date.



ARTICLE 1X
REMEDIES

Section 9.1 Indemnification by Sharsholders. Subject to the terms and
conditions of this Article, the shareholders of the surviving entity entitied to shares of the
merging entity Common Stock under Segtion 1.4 (the "Indemnifying Shareholders"”) each
agree to indemnify, defend and hold the surviving entity and its directors, officers, agents,
attorneys and affiliates (the "surviving entity Indemnities") harmless from and against any
and ali losses, claims, obligations, demands, assessments, penaities, liabilities, costs,
damages and expenses (including reasonable atiorneys' and other fees and expenses for
investigation and defense with respect to the foregoing) (coliectively, "Damages”) asserted
against or incurred by such indemnities by reason of or resulting from: (a) a breach of any
representation, warranty or covenant of the merging entity or Principal Shareholders
contained herein, in any exhibit, schedule, certificate or financial statement delivered
hereunder, any certificate delivered at Closing, or in any agreement execufed in
connection with the transactions contemplated hereby; and (b} any claims, liabilities,
costs, expenses or losses resulting from and arising out of the matters described:
Schedule 9.01 attached hereto; provided that the Indemnifying Shareholders shall not be
required to indemnify the surviving entity Indemnities in respect to any Damages until the
aggregate amount of all such Damages exceeds $100,000 (the "Basket”), whereupon the
Indemnifying Shareholders shall be required to indemnify the surviving entity Indemnities
in respect of such Damages to the extent (but only to the extent) that such Damages
exceed the Basgket. Any provision in this Agreement to the contrary notwithstanding, (x)
the Indemnifying Shareholders’ liability to the surviving entity Indemnities for Damages
under this Article shalt be limited to the Shares and shall be payable only by return of the
Shares in accordance with the Agreement, except as provided in the next sentence of this
Section 9.1; (v) Damages arising out of a breach of the representations in Sectien 3.1, 3.3
or 3.8 with respect to an Indemnifying Shareholder shali be the obligation of only the
Indemnifying Shareholder breaching such representations; and (z) the obligations of the
Principal Shareholders to indemnify the surviving entity indemnities for Damages arising
out of any breach of any representation or warranty contained in Arlicle il of this
Agreement shall be several, and not joint, and shall be the obligation only of the Principal
Shareholder breaching such representation or warranty. Notwithstanding anything
hereinabove o the contrary, in the event of any Damages arising from a breach of the
representations set forth in Section 3.1, 3.3, or 3.5 in excess of the Escrowed Shares
remaining in escrow, the indemnifying Shareholders shall be severally liable on a pro rata
basis based upon the amount of shares of the merging entity Common Stock issued to
each Indemnifying Shareholder hereunder, but not in excess of such amount of the
merging entity Common Stock issued to such Indemnifying Shareholder. Any claim for
Damages against an Indemnifying Shareholder to be satisfied by shares shall be pursuant
to and in accordance with the Agreement.

_ ﬁ_g_g_ﬁg_g_&,z Indemnification by the merging entity. Subject to the terms and
conditions of this Article, the merging entity hereby agrees to indemnify, defend and hold
the Company and Indemnifying Sharehoiders and its or their respective directors, officers,
agents, attorneys and affiliates (the "Company Indemnities"} harmless from and against
all Damages asserted against or incurred by any of such indemnities by reason of or
resulting from a breach of any representation, warranty or covenant of the merging entity



contained herein or in any exhibit, schedule or certificate delivered hersunder, any
ceriificate delivered at Closing, or in any agreement executed in connection with the
transactions contemplated hereby; provided however, that the merging entity shall not be
required to indemnify the Company Indemnities in respect to any Damages until the
aggregate amount of all such Damages exceeds the Basket.

Section 8.2 Conditions of Indemnification. The respective obligations and
fiabilities of the Company and Principal Shareholders and the merging entity (the
"indemnifying party”) to the other (the “party to be indemnified") under Sections 9.1 and 2.2
with respect to claims resulting from the assertion of liability by third parties shall be subject
fo the following terms and conditions:

(@  Within 20 days (or such earlier time as might be required to avoid prejudicing
the indemnifying party's position) after receipt of notice of commencement of any
action evidenced by service of process or other legal pleading, the party to be
indemnified shall give the indemnifying party written notice thereof together with a
copy of such claim, process or other legal pleading, and the indemnifying party shall
have the right to undertake the defense thereof by representatives of its own
choosing and at its own expense; provided that the party to be indemnified may
participate in the defense with counsel of its own choice, the fees and expenses of
which counsel shall be paid by the party to be indemnified uniess {I) the
indemnifying party has agreed to pay such fees and expenses, (i) the indemnifying
party has failed to assume the defense of such action or (iii} the named parties to
any such action (including any impleaded parties) include both the indemnifying
party and the party to be indemnified and the party to be indemnified has been
advised by counsel that there may be one or more legal defenses avaifable to it that
are different from or additional to those available to the indemnifying party (in which
case, if the party to be indemnified informs the indemnifying party in writing that it
elects to employ separate counsel at the expense of the indemnifying party, the
indemnifying party shall not have the right to assume the defense of such action on
behalf of the party to be indemnified, it being understood, however, that the
indemnifying party shall not, in connection with any one such action or separate but
substantially similar or related actions in the same jurisdiction arising out of the
same general allegations or circumstances, be liable for the reasonable fees and
expenses of more than one separate firm of attorneys at any time for the party tobe
indemnified, which firm shall be designated in writing by the party to be indemnified).

(b} Inthe eventthatthe indemnifying party, by the 30th day after receipt of notice
of any such claim (or, if earlier, by the 10th day preceding the day on which an
answer or other pleading must be served in order to prevent judgment by default in
favor of the person asserting such claim), does not elect to defend against such
claim, the pariy to be indemnified will (upon further notice to the indemnifying party)
have the right to underiake the defense, compromise or settiement of such claim on
behalf of and for the account and risk of the indemnifying parly and at the
indemnifying parly's expense, subject to the right of the indemnifying party to
assume the defense of such ciaims at any time prior to settlement, compromise or
final determination thereof.



{c¢}  Notwithstanding the foregoing, the indemnifying party shall not sedtle any
claim without the consent of the party to be indemnified unless such settlement
involves only the payment of money and the claimant provides fo the party to be
indemnified a release from all liability in respect of such claim. If the settlement of
the claim involves more than the payment of money, the indemnifying party shall not
settle the claim without the prior consent of the pairy fo be indemnified.

(d) The party to be indemnified and the indemnifying party will each cooperate
with all reasonable requests of the other.

Section 8.4 Survival of Representations, Warranties and Covenants. The
representations, warranties and covenants contained herein shall survive the Closing and
all statements contained in any certificate, exhibit or other instrument delivered by or on
behalf of the merging entity, Principal Shareholders or the surviving entity pursuant to this
Agreement shall be deemed to have been representations and warranties by the merging
entity and Principal Shareholders or the surviving entity, as the case may be, and,
notwithstanding any provision in this Agreement to the contrary, shall survive for a period
of twelve months after the Closing Date. Any claims for Damages must be made prior to
the expiration of the applicable period set forth in this section, and as to any such claim that
is presented to the indemnifying party within the applicable period set forth in this section,
such obligation to indemnify shall continue to survive until such claim is finally resolved or
disposed of.

Section 9.5 Waiver. No waiver by any parry of any default or breach by another
parly of any representation, warranty, covenant or condition contained in this Agreement,
any exhibit or any document, instrument or ceriificate contemplated hereby shall be
deemed to be a waiver of any subsequent default or breach by such party of the same or
any other representation, warranty, covenant or condition. No act, delay, omission or
course of dealing on the part of any party in exercising any right, power or remedy under
this Agreement or at law or in equity shall operate as a waiver thereof or otherwise
prejudice any of such party's rights, powers and remedies. All remedies, whether at law or
in equity, shall be cumulative and the election of any one or more shall not constitute a
waiver of the right to pursue other available remedies.

Section 9.6 Remedies Exclusive. The remedies provided in this Article shali be
exclusive of any other rights or remedies available to one party against the other, either at
law or in equity, except in the case of fraud.

Section 9.7 Offset. Any and all amounts owing or fo be paid by the merging entity
to the surviving entity, hereunder or otherwise, shall be subject to offset and reduction pro
tanto by any amounts that may be owing at any time by the merging entity to the surviving
entity in respect of any failure or breach of any representation, warranty or covenant of the
merging entity or the surviving entity under or in connection with this Agreement or any
other agreement with the merging entity or any transaction contemplated hereby or
thereby, as reasonably determined by the surviving entity. if the surviving entity determines
that such offset is appropriate, notice shall be given fo the merging entity of such
determination at ieast 10 days prior to the due date of the payment to be reduced. if the
conditions upon which the reduction is based are cured by the merging entity prior to such



due date, as determined by the surviving entity, the amount of such payment ghali not be
so reduced.

Section 9.8 Costs, Expenses and Legal Fees. Whether or not the fransactions
contemplated hereby are consummated, each party hereto shall bear its own costs and
expenses (including attorneys’ fees and expenses), except that each party hereto that is
shown to have breached this Agreement or any other agreement contemplated hereby
agrees o pay the costs and expenses (including reasonable attomeys' fees and expenses)
incurred by any cther party in successfully (a) enforcing any of the terms of this Agreement
against such breaching party or (b) proving that another party breached any of the terms
of this Agreement.

ARTICLE X
TERMINATION

Section 10,1 Termination. This Agreement may be terminated:

(a) At any time prior to the Closing Date by mutual written agreement of all
parties.

(b) At any time prior to the Closing Date by the surviving entity if any
representation or warranty of the merging entity contained in this Agreement or in
any certificate or other document executed and delivered by the merging entity
pursuant to this Agreement is or becomes untrue or breached in any material
respect or if the merging entity or the surviving entity fail to comply in any material
respect with any covenant coniained herein, and any such misrepresentation,
noncompliance or breach is not cured, waived or eliminated within seven days.

(¢) At any time prior to the Closing Date by the merging entity if any
representation or wairanty of the surviving entity contained in this Agreement or in
any certificate or other document executed and delivered by the merging entity
pursuant to this Agreement is or becomes untrue or breached in any material
respect or if the merging entity fails to comply in any material respect with any
covenant contained herein, and any such misrepresentation, noncompliance or
breach is not cured, waived or eliminated within seven days.

{d} By the merging entity if the conditions stated in Article VI have not been
satisfied by the Closing Date.

(e)  Bythe Company if the conditions stated in Article VIl have not been satisfied
by the Closing Date.

in the event this Agreement is terminated pursuant to subparagraph (b}, {c), (d) or (&}
above, the merging entity, the Company and the surviving entity shali each be entitied fo
ptirsue, exercise and enforce any and all remedies, rights, powers and privileges available
at law or in equity. In the event of a termination of this Agreement under the provisions of
this Article, a party not then in material breach of this Agreement shall stand fully released
and discharged of any and all obligations under this Agreement.



Section 10,2 This Agreement shalf terminate if the Closing has not occurred by
March 1, 2005.

X
MISCELLANEOUS

Section 11.1 Amendment. This Agreement may be amended, modified or
supplemented only by an instrument in writing executed by ali the parties hersto.

Section 11.2 Assignment. Neither this Agreement nor any right created hereby
or in any agreement entered into in connection with the transactions contemplated hereby
shall be assignable by any party hereto, except by the merging entity to an affiliate of the
surviving entity

Section 11,3 Parties In Interest; No Third Party Beneficiaries. Exceptas
otherwise provided herein, the terms and conditions of this Agreement shall inure to the
benefit of and be binding upon the respective heirs, legal representatives, successors and
assigns of the parties hereto. Neither this Agreement nor any other agreement
contemplated hereby shall be deemed to confer upon any person not a party hereto or
thereto any rights or remedies hereunder or thereunder.

Section 11.4 Entire Agreement. This Agreement and the agreements
contempiated hereby constifute the entire agreement of the parties regarding the subject
matter hereof, and supersede all prior agreements and understandings, both writien and
oral, among the parties, or any of them, with respect to the subject matter hereof.

Section 11.5 Severability, If any provision of this Agreement is held to be
itlegal, invalid or unenforceable under present or future laws effective during the term
hereof, such provision shail be fully severable and this Agreement shall be construed
and enforced as if such illegal, invalid or unenforceable provision never comprised a part
hereof; and the remaining provisions hereof shall remain in full force and effect and shall
not be affected by the illegal, invalid or unenforceable provision or by its severance
herefrom. Furthermore, in lieu of such illegal, invalid or unenforceable provision, there
shall be added automatically as part of this Agreement a provision as similar in its terms
to such illegal, invalid or unenforceable provision as may be possible and be legal, valid
and enforceable.

Section 11.6 Captions. The captions in this Agreement are for convenience of
reference only and shall not limit or ctherwise affect any of the terns or provisions
hereof.

Sectiop 11.7 Gender and Number. When the context requires, the gender of
all words used herein shall include the masculine, feminine and neuter and the number
of all words shall include the singular and plural.

Section 11.8 Reference to Agreement. Use of the words "herein”, "hereof”,
"hereto" and the like in this Agreement shall be construed as references to this



Agreement as a whole and not to any particular Article, Section or provision of this
Agreement, unless otherwise noted.

Section 11.9 Confidentiality; Publicity and Disclosures. Each parly shall
keep this Agreement and its terms confidential, and shall make no press release or
public disclosure, either written or oral, regarding the transactions contemplated by this
Agreement without the prior knowledge and consent of the other parties hereto; provided
that the foregoing shall not prohibit any disclosure (2} by press release, filing or
otherwise that is required by federal securities laws or the rules of the Pink Sheets, (b)
to atiorneys, accountants, investment bankers or other agents of the parties assisting
the parties in connection with the transactions confemplated by this Agreement and (¢)
by the surviving entity in connection with conducting an examination of the operations
and asseis of the merging entity.

Section 11.10 Notice. Any notice or communication hereunder or in any
agreement entered into in connection with the transactions contemplated hereby must be
in writing and given by depositing the same in the United States mail, addressed to the
parry to be notified, postage prepaid and registered or certified with retumn receipt
requested, or by delivering the same in person or by facsimile transmission. Such notice
shall be deemed received on the date on which it is hand-delivered or received by
facsimile fransmission or on the third business day following the date on which it is so
mailed. For purposes of notice, the addresses of the parties shall be:



If io the Company: CYGNUS ENTERTAINMENT, INC,
801 International Parkway, Suite 300
Lake Mary, Florida 32746

with a copy fo: Jeffrey Johnson
901 International Parkway, Suite 300
Lake Mary, Florida 32746

if to surviving entity: CYGNUS eTRANSACTIONS GROUP, INC.
1201 Elm Street, Suite 1700
Dallas, Texas 75270

with a copy to: Phillip Offilt
1201 Elm Street, Suite 1700
Dallas, Texas 75270

Any party may change its address for notice by written notice given to the other parties in
accordance with this Section.

Counterparts. This Agreement may be executed in mutltiple
counterparts, each of which shall be deemed an original, and all of which together shall
constitute one and the same instrument.

EXECUTED as of the date first above written.

CYGNUS ENTERTAINMENT, INC. (Merging Entity)

Jeffrey Johnson, Director & CEQ

CYGNUS eTRANSACTIONS GROUP (Surviving Entity)

RS

Phillip Offil}, Difector '




DEFINITIONS

In addition to terms otherwise defined in this Agreement, as used in this Agreement, the
following terms shall have the meanings set forth below:

“Agreement and Plan of Merger" shall have the meaning set forth in Section 1.2.
"Knowledge”, "Have no knowledge of", or "Do not know of' and similar phrases shali

mean (I} in the case of a natural person, the particular fact was known, or not known, as
the context requires, o such person after diligent investigation and inquiry by such person,
and (i) in the case of an entity, the particular fact was known, or not known, as the context
requires, o any executive officer of such entity after diligent investigation and inquiry by
the principal executive officer of such entity.

“Cash Compensation” shall have the meaning set forth in Segtion 3.11(a}.

"Closing” shalt mean the closing of the transactions contemplated by this Agreement,
which shall occur at11:00 a.m., local time, on the Closing Date in the offices of Godwin
Gruber, LLP, 1201 Elm Street, Suite 1700, Dallas, Texas 75270, or at such other time and
piace as shall be mutually agreed in writing by the parties hereto.

"Closing Date” shall mean the date of Closing, which date shall be as soon as practicable
after the date of this Agreement; provided that the date may not be later than March 1,
2005.

"Code" shall mean the internal Revenue Code of 1686.

"Commitments" shalf have the meaning set forth in Seclion 3.12(a).

“Company Common Stock” shall have the meaning set forth in Seclion 1.4.

"Company Shareholders” shall have the meaning set forth in §g§;19_n_9,2
"Compensation Plans” shall have the mean:ng set forth in Section 3.11(b).

"Damages” shall have the meaning set forth in Seclion §.2..

"Digsenting Share" shail have the meaning set forth in Section 1.6.

"Effective Time" shall have the meaning set forth in §g§ngn__1,2

"Employee Benefit Plan" shall have the meaning set forth in s_emgm_&._l
“Emplovee Policies and Procedures” shall have the meaning set forth in Section 3,11(d).
"Employment Agreements” shall have the meaning set forth in Section 3.11(c).
*Environmental Laws” shall have the meaning set forth in Section 3.23.
_Emb_ang_e_ﬂanp_ means one for one of Company Common Stock as set forth on

_F_aaﬂglgLS_tatgmgntsishaii have the meaning set forth in Section 3.9.
"HSR Agt" shall mean the Hart-Scott-Rodino Antitrust improvements Act of 1878, as

amended, and the rules and regulations promulgated thereunder.
"Ordinary course of business” means the usual and customary way in which the Company
or any Subsidiary, as the case may be, has conducted its business in the past.

“Merger” shall have the meaning set forth in the preambte of this Agreemant

“the merging entityCommon Stock” shall have the meaning set forth in Secfion 3.1.

"the merging entity Notice" shall have the meaning set forth in Section 4.5.

“Personal Property” shall have the meaning set forth in Section 2.12(b).

"Return” or "Retums" means any retumns, reports or statements (including any information
returns) required to be filed for purposes of a particular Tax. "Tax" or "Taxes" means ali
federal, state, local or foreign net or gross income, gross receipts, net proceeds, sales,
use, ad valorem, value added, franchise, bank shares, withholding, payroll, employment,



excise, property, deed, stamp, alternative or add on minimum, environmental or other
{axes, assessments, duties, fees, levies or other govemmental charges of any nature
whatever, whether disputed or not, together with any interest, penalties, additions fo tax
or additional amounts with respect thereto.

rShareg” shall have the meaning set forth in Section 1.4.

"Subsidiary” shall mean any corporation, partnership, joint venture or other legal entity of
which the Company owns, directly or indirectly, stock or other equity interests which entitle
the holder to vote for the election of the board of directors or other governing body of such
corporation or other legal enfity; and shall include within the meaning of the term each
Subsidiary, as defined above, of any Subsidiary of the Company.



EXHIBIT A



EXHIBIT “A”

CYGNUS ENTERTAINMENT, INC.
Jeffrey P. Johnsen, Director
Steve Shaper, Director
Larry Paul, Director
Henry Dekker, Director

CYGNUS eTRANSACTIONS GROUP, INC.

Phillip Offill, Scle Director



EXHIBIT B
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