FORM 2A
LISTING STATEMENT

FREEPORT CAPITAL INC.
With respect to a transaction
Involving the acquisition of all of theissued and outstanding

Member ship unit interestsof FIRST EQUITY LLC

DATE: October 27, 2009

FORM 2A—-LISTING STATEMENT
September 14, 2009

Page 1 of 64

(nsX

CANADIAN NATIONAL
STOCK EXCHANGE



=

CoNoUOAWDNE

Table of Contents

TABLE OF CONTENTS.....coci ettt sr e 2
CORPORATE STRUCTURE ..ottt s 3
GENERAL DEVELOPMENT OF THE BUSINESS.........ccooiiiieieree e s 4
NARRATIVE DESCRIPTION OF THE BUSINESS..........cooi e 7
SELECTED CONSOLIDATED FINANCIAL INFORMATION ....ccccoiiiiiiiiieineeee e 13
MANAGEMENT'S DISCUSSION AND ANALYSIS......ooiiie e 16
MARKET FOR SECURITIES .......oo ittt 32
CONSOLIDATED CAPITALIZATION.....cctieeitieeeiresreeees e sreenennen 32
OPTIONS TO PURCHASE SECURITIES........coooiiii e 33
PRIOR SALES ... et b e b bbbt e se e bt be e e e b e e e nnenns 34
ESCROWED SECURITIES.......oooeiiiere e e 36
PRINCIPAL SHAREHOLDERS. ........ccoo oot 37
DIRECTORS AND OFFICERS........c.ooiiiiieeienit sttt be e nne e 39
CAPITALIZATION .ttt sr s nn e sre s s nesse e nesme e e e nresneenresreenenren 42
EXECUTIVE COMPENSATION .....coiiiiiieieni e e 47
INDEBTEDNESS OF DIRECTORS AND EXECUTIVE OFFICERS.........ccoiiiiiieiee 47
RISK FACTORS ...t b h et b e bt bt st e et eb e e e sb e eae e nesre e e e nr e 49
PROMOTERS ...t e e r e sr e sr e sn e e e e n e sneen e reeneenrenns 56
LEGAL PROCEEDINGS........ocoiiii s 58
INTEREST OF MANAGEMENT AND OTHERS IN MATERIAL TRANSACTIONS. ........... 58
AUDITORS, TRANSFER AGENTS AND REGISTRARS.......ooi e 59
MATERIAL CONTRAGCTS ...t nne s 59
INTEREST OF EXPERTS ... .o e 59
OTHER MATERIAL FACTS ...t 60
FINANCIAL STATEMENTS ... e s 60

FORM 2A—-LISTING STATEMENT
October 27, 2009
(nsX
CANADIAN NATIONAL
STOCK EXCHANGE

Page 2 of 64



21

2.2
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Corporate Structure

State the full corporate name of the Issuer or, if the Issuer is an unincorporated entity, the full
name under which the entity exists and carries on business and the address(es) of the Issuer's head
and registered office.

The head office of Freeport Capital Inc (“ Freeport” or the “Issuer”) is located at 1155
University Street, Suite 606, Montreal, Quebec H3B 3A7 and the registered office of Freeport is
located at Suite 1400, 350 — 7th Avenue SW., Calgary, Alberta, T2P 3N9.

The Head office of First Equity Strategy LLC (“ First Equity”) is located at 4823 Metropolitain
Blvd., Suite 203, Montreal, Quebec H1R 3J6 and the registered office of First Equity LLC is
located at Trolley Square, Suite 20C, Wilmington, Delaware 19806.

State the statute under which the Issuer is incorporated or continued or organized or, if the Issuer
is an unincorporated entity, the laws of the jurisdiction or foreign jurisdiction under which the
Issuer is established and exists. If material, state whether the articles or other constating or
establishing documents of the Issuer have been amended and describe the substance of the
material amendments.

Freeport was incorporated by a Certificate of Incorporation issued pursuant to the provisions of
the Business Corporations Act (Alberta) on February 8, 2005. The articles of Freeport were
amended by a Certificate of Amendment dated June 3, 2005 to remove the private company
provisions and the restrictions on share transfers. The Common Shares of Freeport are listed and
posted for trading on the NEX board of the TSX Venture Exchange (the "Exchange") under the
symbol "F.H".

First Equity was formed on July 11, 2008 as a limited liability company under the laws of the
state of Delaware.

Describe, by way of adiagram or otherwise, the intercorporate relationships among the Issuer and
the Issuer's subsidiaries. For each subsidiary state

@ the percentage of votes attaching to all voting securities of the subsidiary represented by
voting securities beneficially owned, or over which control or direction is exercised, by
the I'ssuer;

The Issuer is the beneficial holder of 100% of the issued and outstanding membership
unit interests of First Equity.

(b) the place of incorporation or continuance; and

First Equity LLC was formed by a certificate of formation pursuant to the Limited
Liability Company Act (Delaware) on July 11, 2008;

(©) the percentage of each class of restricted shares beneficially owned, or over which
control or direction is exercised, by the I ssuer.

Seeltem 3.3 (a)
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2.5
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If the issuer is requalifying following a fundamental change or is proposing an acquisition,
amal gamation, merger, reorganization or arrangement, describe by way of diagram or otherwise
these intercorporate relationships both before and after the completion of the proposed
transaction.

Freeport isa CPC and has nhot conducted any business operations other than to pursue a merger
transaction. In connection with the Issuer's listing on the CNSX, Freeport completed a
transaction (the "Transaction") by acquiring all the of the issued and outstanding membership
interest units of First Equity. Pursuant to the Transaction, First Equity became a wholly owned
subsidiary of the I ssuer.

Non-corporate Issuers and Issuers incorporated outside of Canada must describe how their
governing legislation or constating documents differ materially from Canadian corporate
legislation with respect to the corporate governance principles set out in Policy 4.

First Equity, the Issuer’s wholly owned subsidiary, is a limited liability company without a share
capital structure which operates with an operating agreement and whose capitalization is
evidenced by membership interest units.

General Development of the Business

Describe the general development of the Issuer's business over its three most recently completed
financial years and any subsequent period. Include only major events or conditions that have
influenced the general development of the Issuer's business. If the business consists of the
production or distribution of more than one product or the rendering of more than one kind of
service, describe the principal products or services. Also discuss changes in the business of the
Issuer that are expected to occur during the current financial year of the I ssuer.

Freeport was a Capital Pool Company under the rules and policies of the TSX Venture Exchange
and has not conducted any commercial operations other than to pursue a Qualifying Transaction.
Freeport completed its initial public offering on April 10, 2006. Freeport has no assets other
than cash and its only business has been to identify and evaluate potential targets with the
objective of completing a Qualifying Transaction. The Common Shares of Freeport were listed
and posted for trading on the TSX Venture Exchange on April 10, 2006 under the symbol "F.P".
Failure to complete a Qualifying Transaction by April 10, 2008 resulted in the suspension of
Freeport's Shares from trading on the TSX Venture Exchange. Freeport transferred its listing to
the NEX in July 2008. On October 26, 2009 Freeport acquired all of the issued and outstanding
member ship-interest units of First Equity. Pursuant to the transaction, First Equity has become a
wholly owned subsidiary of Freeport and has transferred the listing of its Shares to the CNSX.

The Issuer will continue the business currently being conducted by First Equity which consists of
exploiting competitive opportunities in transaction processing for small and home-based
retailers. Pursuant to a licensing agreement with Smart Card Marketing Systems Inc., First
Equity is the proprietor of exclusive distribution rights to new Internet technologies that make
Point of Sale “ POS’ payments and online payments cheaper and more cost effective than existing
solutions. In addition, the management of First Equity brings a business network of Money
Service Businesses (MSB) with products and services to cross-sell into that network.

The New Issuer will exploit three (3) lines of business (the "Business'):
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i) POSin a Box — A retail package containing everything a small retailer needs
to start accepting debit cards for payment. The Issuer intends to sell the POS
in a Box package through business supply retailers like Saples, Office Max,
Best Buy, Amazon.com, €tc.

i) Prepaid Debit Cards — Prepaid MasterCard and Visa cards will be marketed
to businesses and co-branded with check processors and payday loan
companies.

iii) Short-term Cash Services for Money Lending Businesses — the company will
provide loan capital to small, independent short-term loan businesses, like
payday loan, car title loan and pawn loan companies.

Disclose;

@

(b)

(a) any significant acquisition completed by the Issuer or any significant probable
acquisition proposed by the Issuer, for which financial statements would be
required under Part 6 or 7 of OSC Rule 41-501 if this Listing Statement were a
prospectus; and

Significant acquisition: On June 23, 2009, Freeport entered into an acquisition
agreement for the Purchase of all issued and outstanding membership interest units
of First Equity (the “ Acquisition Agreement” or “ Transaction”). Pursuant to said
Acquisition Agreement, Freeport purchased the First Equity Membership Interest
Units from the First Equity Unitholders for an aggregate consideration consisting of
5,500,000 Freeport Common Shares at a deemed price of $0.05 per share. With
regards to financial statements of First Equity, there are no such financials prepared
given that First Equity commenced operations in March 2009.

any significant disposition completed by the Issuer during the most recently
completed financial year or the current financial year for which pro forma financial
statements would be required under Part 8 of OSC Rule 41-501 if this Listing
Statement were a prospectus.

There have been no significant dispositions.

Under paragraph (1) include particulars of:

(@

(b)

(©)

the nature of the assets acquired or disposed of or to be acquired or disposed of;

The Acquisition consisted of the purchase by Freeport of all 1,000 issued and
outstanding membership interest units of First Equity.

the actual or proposed date of each significant acquisition or significant
disposition;

The effective date of the Acquisition was June 23, 2009 and all conditionsto the
Transaction were completed on October 23,, 2009;

the consideration, both monetary and non-monetary paid, or to be paid, to or by
the I'ssuer;
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(d)

(€)

(f)

Q)

The consideration was 5,500,000 Freeport Common Shares at a deemed price of
$0.05 per share paid to the First Equity Unitholders;

any material obligations that must be complied with to keep any significant
acquisition or significant disposition agreement in good standing;

The following conditions were fulfilled for the Transaction to be completed: First
Equity will have received commitments to raise a minimum of $100,000 through a
non-brokered private placement of Common Shares at a minimum price of $0.25
per share (the "Private Placement") which Private Placement will close
immediately following listing of the Issued Shares on the CNSX, Freeport shall
have received approval from the CNSX to list its common shares on the CNSX,
First Equity shall have received a business evaluation report in the form
satisfactory to Freeport on or before July 31, 2009 and satisfactory due diligence
shall have been compl eted;

the effect of the significant acquisition or significant disposition on the operating
results and financial position of the I ssuer;

The acquisition is effectively considered a reverse take-over (“ RTO”) of Freeport
by First Equity and will result in the management of Freeport being taken over by
the existing management team of First Equity and the business being acquired
shall render possible the raising of future capital for ongoing business. The
acquisition will greatly influence the operating results and financial position of the
I ssuer.

any valuation opinion obtained within the last 12 months required under Canadian
securities legislation or Canadian securities directives of a Canadian securities
regulatory authority or a requirement of a Canadian stock exchange or other
Canadian market to support the value of the consideration received or paid by the
Issuer or any of its subsidiaries for the assets, including the name of the author,
the date of the opinion, the assets to which the opinion relates and the value
attributed to the assets; and

A valuation of the business of First Equity was conducted by Evans & Evans Inc.,
dated July 22, 2009.

whether the transaction is with a Related Party of the Issuer and if so, disclose the
identity of the other parties and the relationship of the other partiesto the Issuer.

The significant acquisition transaction is not a non arm's length transaction.

Discuss any trend, commitment, event or uncertainty that is both presently known to
management and reasonably expected to have a material effect on the Issuer's business,
financial condition or results of operations, providing forward-looking information based on
the Issuer's expectations as of the date of the Listing Statement.

In the opinion of Management, the following trends appear to have developed in the point of
sale “POS’ transaction business in the past three (3) years that may have an impact on the
POStransaction industry or influence on the business of the New Issuer:
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1. In 2006 the number of debit transactions exceeded the number of credit transactions for
thefirst timein history, reaching 26.5 billion transactions in 2006.

2. Identity theft, payment processor system breaches and online intrusions into credit card
filesare currently at an all-time high.

3. Alternative payment services are growing at a rate, which a new report by Packaged
Facts estimates to be 33% over 2006, reaching $37.3 billion in 2007.

4, Many small retailers and online businesses do not qualify for merchant processing
services due to bank restrictions and credit card processing policies.

5. The cost of purchasing or renting POS transaction equipment is too expensive for many
small and home-based retailers.

6. Banks are increasingly denying services to small, independent payday loan, check
cashers and car title loan companies. These are capital-intensive businesses with high
return on investment.

The foregoing information was gathered from market research conducted by the management of
First Equity. It is not possible for the Issuer to accurately predict what effect, if any, the
continued trends described above will have on the future prospects of the Issuer. However, with
the acquisition of First Equity, the Issuer has no reason to expect that it will be more adversely
affected by such trends in the industry than will be other competitorsin the field.

Narrative Description of the Business

General

(1) Describe the business of the Issuer with reference to the reportable operating segments
as defined in the Handbook and the Issuer's business in general. Include the following
for each reportable operating segment of the I ssuer:

() State the business objectives that the Issuer expects to accomplish in the
forthcoming 12-month period:

Subject to favourable conditions, the Issuer plans to raise additional capital in
order to expand the business. Furthermore, in terms of business, the Issuer’s
objectives are as follows:

)] To sell POSin a box unitsin major retail storesand distributors.

i) To develop the prepaid debit cards segment of the business in order to
support payroll and incentive infinity solutions.

iii) To provide short term cash services for the money lending business market.

(b) Describe each significant event or milestone that must occur for the business
objectivesin (@) to be accomplished and state the specific time period in which each
event is expected to occur and the costs related to each event.

No specific timeline has been set as the raising of capital is dependent on the capital
markets.
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(c) Disclosethetotal funds available to the Issuer and the following breakdown of those
funds:

(i)

(i)

the estimated consolidated working capital as of the most recent month end
prior to filing the Listing Statement.

Freeport Cash: $67,231
First Equity Cash: $0
Private Placement:  $ 92,000
A/R & Inventory: $ 89,200
Payables: $119,942
Working Capital: $ 128,489

Please refer to the consolidated pro forma financial statements of the New
Issuer (Freeport and First Equity combined) appended hereto as Schedule 4.

the total other funds, and the sources of such funds, available to be used to

achieve the objectives and milestones set out in paragraphs (a) and(b).

There are no specific amounts that have been determined as the amounts are
dependent on the capital markets at that time.

(d) Describe in reasonable detail and, if appropriate, using tabular form, each of the
principal purposes, with approximate amounts, for which the funds available
described under the preceding paragraph will be used by the Issuer,

With the acquisition of First Equity, the Issuer is expecting to generate sufficient
revenue to offset operating expenses. In the event that the Issuer can successfully
raise additional capital through equity or debt, the whole depending on the capital
markets, and that the 12-month objectives are on target, the profitability will
increase as the costs to run the business are generally fixed.

(e) For principal products or services,

(i)

The methods of their distribution and their principal markets;

(1) POSin aBox

HomeATM™ — is a unique, patented and licensed product for creating “ card
present” transactions remotely over the Internet and in physical storefront
locations. It provides a low-cost alternative for small brick-and-mortar
retailers and online e-tailers to accept debit and credit cards at a better rate.
The HomeATM technology creates an encrypted, secure debit transaction
from any location. It allows the Issuer to guarantee its users rapid access to
funds from transactions performed on the terminal with no security
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withholdings, at rates below standard interchange rates. The terminal is very
inexpensive enabling merchants to avoid the costs of a monthly fee to use the
system, and this type of transaction is almost impossible to charge back,
affording merchants an advantage given that they are guaranteed to receive
their fundsin 24 hours or less.

All transactions are processed through the EFT Network (Electronic Funds
Transfer). All debit card transactions in the world, including HomeATM™
payments, are processed through the international debit card processing hub
and because of this, merchants who want to offer the HomeATM™ to their
clients do not need to get a Direct Merchant Account with a specific bank. All
transactions are processed through the international hub and then deposited
into the merchant’ s account.

DISTRIBUTION

The Issuer intends to sell the POS in a Box solution to small and home
businesses through business supply retailers. The table below shows the
targeted retailers and the number of locations each business supply chain

oper ates.
Business Supply Retailer Number of Retail Locations Sales Volume
us Canada

Staples 1,105 215 $22.23 billion
Office Depot 1,193 29 $15 billion
Office Max 867 0 8.58 hillion
Target 1,683 0 $63 billion
Best Buy 923 182 (Future Shop) $40 billion
TOTAL STORES 5771 426

Source: Market Data Enterprises.

(2) Prepaid Debit ATMcards

The prepaid Debit ATMcards and credit cards provide an alternative to cash. As
such, businesses expected to use First Equity’s services include check cashers,
payday loan companies, independent tax preparation offices, money transfer
offices and legal or accountancy offices that work with bankrupt individuals
and/or immigrants. First Equity’s business model targets companies servicing
the estimated 25-30 million unbanked workersin the U.S. and another 20 million
under -banked employees.

FORM 2A—-LISTING STATEMENT
October 27, 2009
(nsX
CANADIAN NATIONAL
STOCK EXCHANGE

Page 9 of 64




Primary targeted retail customers include the Hispanic marketplace (2006
estimated 40 million people in the US), 56% of which have never had a bank
account. (Source: Pew Hispanic Center, 2002).

Prepaid Debit ATMcards also provide an alternative to cash for the check
cashing businesses. Check cashers can offer ATM cards to customersin lieu of
cash, whether they have a bank account or not. The cards can be reloaded with
cash at the retailer's location or through payroll direct deposit from the
customer’s employer.

Another product to be distributed by First Equity allows all checks to be scanned,
front and back, and electronically transmitted to the Federal Reserve's
Automated Clearing House for processing. The money from the checks is
electronically deposited in the check casher’s account within 24 hours. The New
Check 21 regulations and First Equity’s proprietary relationship with a large
processing firm makes this possible. Management is not aware of any other
provider of end-to-end services comparable to these.

First Equity customers shall also include money transfer agents who are
competing with MoneyGram and Western Union. Last year more than 100
million transfers were initiated in the USA, 56% being international, with half of
those going to either Canada or Mexico. The average transfer was $300 - $500.
First Equity debit card products leverage the ATM networks world-wide,
particularly in those countries where the money is to be paid out. The consumer
in the US buys multiple ATM cards, sends the extras to family members and
transfers money from one card to another for a minimal fee, from which the
retailer of the card makes a healthy commission. This ability provides a lower-
cost alternative to Western Union or MoneyGram, whose combined costs can run
10% - 15% of the amount transferred, when currency conversion costs are
included.

As with check cashing, payday loan lenders can electronically load a customer’s
payday loan proceeds directly to a debit card without requiring the time and
expense of sending a check. The lender makes additional commissions on usage
fees from these cards.

(i) As dollar amounts or as percentages, for each of the two most recently
completed years, the revenues for each category of principal products or
services that accounted for 15 percent or more of the total consolidated
revenues for the applicable financial year derived from:

(A) salesto customers, other than investees, outside the consolidated entity

Snce its inception, Freeport has not conducted any commercial operations
other than to pursue a Qualifying Transaction. First Equity commenced
business in March 2008. The revenues derived from the POSin a box segment
has accounted for 0% of the consolidated revenues, and the prepaid Debit
Cards segment, including the processing fees, has accounted for 100% of the
consolidated revenues.

(iii) If not fully developed, the stage of development of the principal products or
services and, if the products are not at the commercial production stage,
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All products and services provided are available and ready to be sold and
delivered.

(f) Concerning production and sales

(i)

(i)

(iii)

(iv)

(v)

(vi)

(vii)

The actual or proposed method of production of products and if the Issuer
provides services, the actual or proposed method of providing services.

Please refer to Item 4.1 (e) i) hereinabove.

The payment terms, expiration dates and terms of any renewal options of any
material leases or mortgages, whether they are in good standing and if
applicable, that the landlord or mortgagee is a Related Person of the Issuer;

First Equity holds a lease with 1067709 Ontario Limited for an office situated
in Oakville, Ontario which rent is equivalent to $7,000 per year. (Term May 1,
2009 — April 30, 2010). The Landlord is not a related person of the Issuer.

Specialized skill and knowledge requirements and the extent that the skill and
knowledge are available to the I ssuer;

The Issuer’s new management team provides a wealth of experience in raising
capital and managing public entities. The Issuer’s management team holds
vast experience with regards to marketing, distribution and commercialization
of the services and products being offered by First Equity.

The sources, pricing and availability of raw materials, component parts or
finished products;

Through its extensive network and privileged agreements with various
suppliers, First Equity has managed to obtain extremely competitive pricing
on its Home ATM, prepaid debit and credit cards as well as web-based
services and software. This competitive pricing should contribute to the
profitability of the business and provide an added value to shareholders.

The importance, duration and effect on the segment of identifiable intangible
properties such as brand names, circulation lists, copyrights, franchises,
licenses, patents, software, subscription lists and trademarks,

The license agreement entered into between Smart Card Marketing Systems
Inc. and First Equity for an indeterminate term is key to First Equity with
regards to the distribution rights to prepaid debit cards from several providers
and distribution rights to Home ATM terminals.

The extent to which the business of the segment is cyclical or seasonal;
The business being conducted is neither cyclical nor seasonal.

A description of any aspect of the Issuer’s business that may be affected in the
12 months following the date of the Listing Statement by renegotiation or
termination of contracts or sub-contracts and the likely effect;
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4.2

4.3

)

©)

(viii)

(ix)

()

There are no contracts or sub contracts which may affect the business in the
12 months following the date of the Listing Statement.

Thefinancial and operational effects of environmental protection requirements
on the capital expenditures, earnings and competitive position of the Issuer in
the current financial year and the expected effect, on future years;

It is very unlikely that environmental protection requirements will have an
affect on the capital expenditures, earnings and competitive position of the
Issuer in the current financial year or in future years;

The number of employees, as at the most recent financial year end or as an
average over that year, whichever is more relevant.

Freeport currently has one employee. First Equity shall have 3 employees.

Any risks associated with foreign operations of the Issuer and any dependence
of the segments upon the foreign operations;

The Issuer does not foresee any risk associated with foreign operations, and
there are no segments which are entirely dependant on foreign operations. It
is anticipated that projected sales in Canada are sufficient to sustain the
operations of the business, and sales in the USA and around the world, if
pursued, shall add greatly to the profitability of the New Issuer.

Disclose the nature and results of any bankruptcy, or any receivership or similar
proceedings against the Issuer or any of its subsidiaries or any voluntary bankruptcy,
receivership or similar proceedings by the Issuer or any of its subsidiaries, within the
three most recently completed financial years or the current financial year;

There have been no proceedings of bankruptcy or receivership against the Issuer.

Disclose the nature and results of any material reorganization of the Issuer or any of
its subsidiaries within the three most recently completed financia years of the
current financial year.

There has been no material reorganization of the Issuer other than in connection
with the RTO and the accompanying re-constitution of the board and management
team of the Issuer.

For issuers with asset backed securities outstanding provide the disclosure required by items 6.2
and 10.3 of OSC Form 41-501F1 asif the securities were or were being distributed under a
prospectus

The Issuer does not have any asset backed securities.

For Issuers with amineral project, disclose the following information for each property material
to the I'ssuer:
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The Issuer is not involved with a mineral project (N/A).

5. Selected Consolidated Financial I nformation

51  Snce incorporation, Freeport has incurred costs in carrying out its initial public
offering, in seeking, evaluating and negotiating potential Qualifying Transactions, and in
meeting the disclosure obligations imposed upon it as a reporting issuer listed for trading
on the TSX Venture Exchange. The following table sets forth selected historical financial
information for Freeport for the years ended December 31, 2008, 2007 and 2006, and
selected balance sheet data as at December 31, 2008, 2007 and 2006. Such information
is derived from the financial statements of Freeport and should be read in conjunction
with such financial statements.

Audited Audited Audited
Year Ended Year Ended Year Ended
December 31, 2008 December 31, 2007 December 31, 2006
Revenue $1,410 $5,416 $4,734
Operating Expense 113,220 77,104 71,122
Net Income (Loss) (111,810) (71,688) (66,388)
Net Income (Loss) per share (0.0557) (0.0326) (0.0344)
Total Assets 69,802 147,638 208,536
Total Liabilities 48,163 17,672 25,750
Total Shareholders Equity 21,639 129,966 182,786
Weighted average number of shares outstanding 2,008,743 2,200,000 1,928,767

Pro Forma Financial Information as at June 30, 2009

CONSOLIDATED
Minimum Maximum
$ $

Assets
Current assets
Cash 159,231 987,231
Accounts receivable 26,200 26,200
Deferred reactivation expenses - -
Inventory
Home ATM terminals 22,750 22,750
Prepaid cards 40,250 40,250
Licenses 52,000 52,000
300,431 1,128,431
Intangible assets 202,800 202,800
Software development - -

503,231 1,331,231
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Liabilities
Current Liabilities
Accounts payable and accrued liabilities

Shareholders equity
Share capital
Contributed surplus

Deficit

Sales

Expenses
Professional fees
Listing and filing fees
Bank charges
Office and general
Rent and occupancy
Travel and development
Advertising and marketing
Share-based compensation

Net loss and compr ehensive income

119,942 119,942

620,893 1,496,893
142,500 166,500

(388,104)  (452,104)

383,280 1,211,289

503,231 1,331,231

CONSOLIDATED

Minimum Maximum

$ $

26,200 26,200

48,131 48,131
16,447 16,447

58 58
4,515 4,515
3,386 3,386

11,754 11,754
35,000 35,000
11,250 11,250

130,541 130,541

(104,341)  (104,341)

Note: The foregoing summary of the Issuer's pro-formafinancial information is qualified in its entirety
by the Pro Forma Financial Statements of Freeport attached hereto.
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52 The following table sets out selected unaudited quarterly financial information of the Issuer

for the eight most recently completed quarters of operation. This information is derived from
unaudited quarterly financial statements prepared by management. The Issuer’s interim

financial statements are prepared in accordance with Canadian GAAP and expressed in
Canadian dollars.

2" Quarter 1% Quarter 4th Quarter 3rd Quarter
June 30, 2009 March 31, 2009 Dec. 31, 2008 September 30, 2008
$ $ $ $
Revenue 0 0 0 0
Net Gain/ (Loss) (13,045) (13,246) (63,651) 2,664
L oss Per Share (0.0050) (0.0074) (0.0354) 0.0015
2" Quarter 1% Quarter 4" Quarter 39 Quarter
June 31, 2008 March 31, 2008 Dec. 31, 2007 September 30, 2007
$ $ $ $
Revenue 374 1,036 862 1,313
Net Loss (25,349) (25,475) (31,838) (11,602)
0.0115 0.0116 0.0145 0.0053
L oss Per Share ( ) ( ) ( ) ( )
5.3 Dividends

(@ Todate, the Issuer has not declared or paid any dividends on the common sharesand it is

unlikely earnings, if any, will be available for the payment of dividends in the foreseeable
future.

(b) Dividends will be declared by the Board of Directors when deemed appropriate from
timetotime.

54 N/A
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6. Management's Discussion and Analysis

FREEPORT CAPITAL INC.
Management’s Discussion & Analysis
For the Year Ended December 31, 2008

April 30, 2009.

This Management’s Discussion and Analysis (“MD&A™) of financial results and related data is reported
in Canadian dollars and should be read in conjunction with the financial statements for the year ended
December 31, 2008.

Description of the | ssuer's Business
Incorporated on February 8, 2005, Freeport Capita Inc. (the “Company”) completed a $250,000 initial
public offering on April 10, 2006.

The principal business of the Company is the identification and evaluation of companies, assets or
businesses with a view to completing a Qualifying Transaction ("the Qualifying Transaction"), as defined
in Policy 2.4 of the TSX Venture Corporate Finance Manual.

On August 9, 2007, the Company entered into a definitive letter of intent and agreement in principle in
respect of an arm's length Qualifying Transaction with an Irish based private natural gas exploration
company, Finavera Gas Limited. Trading in the Company’s Common Shares on the TSX Venture was
halted pending completion of the terms of the Qualifying Transaction.

On March 10, 2008 the Company received notice from the TSX Venture that the trading status of its
Common Shares would be changed from halt to suspend, effective April 15, 2008, for failure to complete
its Qualifying Transaction in accordance with Exchange Policy 2.4.

On July 11, 2008 the Company received notice from the TSX Venture Exchange that in accordance with
TSX Venture Exchange Policy 2.4, since the Company had not completed its Qualifying Transaction
within the 24 month prescribed time frame, effective July 15, 2008, the Company's tier classification
would be changed from Tier 2 to NEX.

In connection with the transfer to NEX, 400,000 common shares initially purchased by directors of the
Company and held in escrow, as well as 40,000 incentive stock options, were cancelled, effective July 9,
2008.

On December 9, 2008 the Company announced that it had ceased negotiations regarding its proposed
Qualifying Transaction with Finavera Gas Limited., and that it would resume the process of identifying
and eval uating companies, assets or businesses with aview to completing a Qualifying Transaction.

Subsequent Event
The following transaction occurred subsequent to the December 31, 2008:

The Company entered into a definitive letter of intent (the "Agreement™) dated effective March 20, 2009,
in respect of an arm's-length transaction with a Delaware company, First Equity Strategy LLC ("First
Equity"). Pursuant to the terms of the Agreement and subject to certain conditions, the Company intends
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to acquire al of the issued and outstanding securities of First Equity by way of an exempt takeover bid
(the "Transaction").

Subject to the terms and conditions of the Agreement, The Company will purchase al of the issued and
outstanding First Equity common shares on the basis of 5,500 Company common shares for each First
Equity share. First Equity currently has 1,000 shares outstanding which will be paid for by the issuance
of 5,500,000 Company common shares at a deemed price of $0.25 per share. Upon completion of the
Transaction and assuming completion of (i) a non-brokered private placement financing for gross
proceeds of up to $80,000; and (ii) a brokered financing for gross proceeds of approximately $200,000,
the resulting issuer will have approximately 9,700,000 common shares issued and outstanding on a non-
diluted basis.

The closing of the proposed Transaction is subject to a number of conditions including: (i) obtaining al
necessary regulatory approvalsincluding the approval of the NEX; (ii) shareholder approval (if required);
(iii) approval of the CNSX; (iv) receipt of avauation of First Equity acceptable to the Company; and (v)
other conditions typical of atransaction of this nature.

Basis of Presentation of the Financial Statements— going concern

These financia statements are prepared on a going concern basis which assumes that the Company will
continue in operation for the foreseeable future and be able to realize its assets and discharge its liabilities
and commitments in the normal course of business. There is significant doubt about the appropriateness
of the use of the going concern assumption because of the Company’s losses; negative cash flows and a
diminishing working capital ratio. At December 31, 2008 the Company’s expected level of expenses for
the upcoming twelve months exceeds the Company’ s cash on hand.

The ability of the Company to continue as a going concern is dependent on future events, including
raising capital from either shareholders or outside investors, in order to finance its future activities. There
is no certainty that these and other strategies will be sufficient to permit the Company to continue during
the twelve months ending December 31, 2009.

These financial statements do not reflect adjustments that would be necessary to the carrying amounts of
assets and liabilities and the reported amounts of revenues and expenses if the going concern assumption
was not appropriate.

Discussion of Operations and Financial Condition

The Company’s net loss for fiscal 2008 was $111,810, versus a net loss of $71,688 for fiscal 2007. For
the three month period ended December 31, 2008, the Company recorded a net loss of $63,651, versus a
net loss of $31,838 for the same three month period ended December 31, 2007.

Revenues

Total interest income generated in 2008 was $1,410, versus $5,416 in 2007. This interest income was
derived from a Guaranteed Investment Certificate. In 4™ quarter 2008, the Company did not record any
interest income, versus interest income of $862 in 4" quarter 2007.

Expenses
Total expenses incurred in 2008 were $113,220 versus $77,104 in 2007. In 4™ quarter 2008, the
Company incurred expenses of $63,651, versus expenses of $32,700 in 4™ quarter 2007.

Off-Balance Sheet Arrangements
During 2008, the Company did not have any special purpose entities nor was it party to any arrangements
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that would be excluded from the balance sheet.

Working Capital
The Company’s net working capital a December 31, 2008 was $21,639, which is less than the
Company’ s expected level of expenses for the upcoming twelve month period.

Share Capital

The Company is authorized to issue an unlimited number of common voting shares without hominal or
par value and an unlimited number of preferred shares without nominal or par value. As at December 31,
2008 there were 1,800,000 common voting shares issued and no preferred shares issued and outstanding,
180,000 stock options and no agents' options outstanding.

Pursuant to the requirements of the Exchange, 800,000 common shares issued were placed in escrow.
Under the Escrow Agreement, 10% of the escrowed common shares will be released from escrow on the
issuance of the Fina Exchange Bulletin (the “Initial Release”), and an additional 15% of the common
shares will be released every six months thereafter on each of the six, twelve, eighteen, twenty-four,
thirty and thirty-six month anniversaries following the Initial Release.

Summary of Financial Information:

ANNUAL STATEMENTS

OF LOSS (AUDITED) 2008 2007
Interest income $1,410 $5,416
Expenses

Professional fees $32,037 $17,621
Listing and filing fees $27,994 $22,778
Reactivation expenses $34,636 $0

Bank charges $90 $65
Office and general $3,528 $4,174
Rent and occupancy costs $6,773 $6,837
Stock option compensation $3,483 $20,900
Telecommunications $157 $414
Travel and development $4,522 $4,315
Total Expenses $113,220 $77,104
Net (loss) for the year ($111,810) ($71,688)
(Loss) per share ($0.0557) ($0.0326)
Weighted average number

of shares outstanding 2,008,743 2,200,000
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QUARTERLY

BALANCE SHEETS 12/31/08 09/30/08 06/30/08 03/31/08 12/31/07 09/30/07 06/30/07 03/31/07
Cash & cash equivalents $69,802 $75,195 $83,823 $118,004 | $137,547 $157,358 $164,406 | $193,272
Accrued interest receivable $0 $0 $0 $3,021 $2,673 $2,107 $794 $213
Reactivation expenses $0 $14,636 $14,636 $14,636 $7,418 $25,000 $0 $0
Total assets $69,802 $89,831 $98,459 $135,661 $147,638 $159,465 | $165,200 | $193,485
Total liabilities $48,163 $12,143 $15,836 | $27,688 $17,672 $27,888 $2,247 $18,576
Share capital $187,643 | $237,642 $237,642 $237,642 $237,643 $212,642 $237,642 $237,642
Shareholders equity $21,639 $77,688 $82,623 $107,973 $129,966 $131,577 $162,954 | $174,909
Total liabilities & equity $69,802 $89,831 $98,459 $135,661 $147,638 $159,465 $165,200 $193,485
QUARTERLY 2008 2008 2008 2008 2007 2007 2007 2007
STATEMENTSOF L OSS 4th Qtr 3rd Qtr 2nd Qtr 1st Qtr 4th Qtr 3rd Qtr 2nd Qtr 1st Qtr
I nterest income $0 $0 $374 $1,036 $862 $1,313 $2,074 $1,168
Expenses

Professional fees $16,931 $0 $15,106 $0 $16,931 $0 $530 $160
Listing and filing fees $2,398 $2,547 $5,117 $17,932 $2,746 $5,476 $8,355 $6,201
Reactivation expenses $34,636 $0 $0 $0 $0 $0 $0 $0
Bank charges $7 $7 $13 $63 $13 $11 $34 $7
Office and general $0 $345 $0 $3,183 $2,335 $1,839 $0 $0
Rent and occupancy costs $1,693 $1,693 $1,693 $1,693 $3,988 $0 $2,849 $0
Stock option compensation $7,600 ($7,600) $0 $3,483 $5,225 $5,225 $10,450 $0
Telecommunications $0 $0 $0 $157 $165 $66 $184 $0
Travel and development $385 $344 $3,794 $0 $1,296 $299 $2,077 $643
Total Expenses $63,651 ($2,664) $25,723 $26,511 $32,700 $12,914 $24,478 $7,011
Net (loss) for the period ($63,651) $2,664 | ($25,349) | ($25475) | ($31,838) | ($11,602) | ($22,405) | ($5,844)
(Loss) per share ($0.0354) | $0.0015 | ($0.0115) | ($0.0116) | ($0.0145) | ($0.0053) | ($0.0102) | ($0.0027)
Weighted average number

of shares outstanding 1,800,000 | 1,834,783 | 2,200,000 | 2,200,000 | 2,200,000 | 2,200,000 | 2,200,000 | 2,200,000

Contractual Obligations
The Company has ho material contractual obligations to disclose.

Related Party Transactions

During the year, the Company was charged $6,000 plus sales taxes (2007: $6,000 plus sales taxes) with
respect to rent and occupancy costs from a corporation controlled by a director of the Company. The
transaction was in the normal course of business and is measured at the exchange amount, which is the

amount of consideration established and agreed to by the related parties.

Critical Accounting Estimates
There have been no critical accounting estimates during the year ended December 31, 2008.
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Forwar d-L ooking Statements

Certain statements in this report may constitute forward-looking statements, which may involve risk and
uncertainty. The actual results or performance of the Company may be materially different from future
results or performance expressed or implied by such forward-looking statements.

Additional Information
Additional Information relating to the Company can aso be found on SEDAR at www.sedar.com.

FREEPORT CAPITAL INC.

Management’s Discussion & Analysis
For the Three and Six Months Period Ended June 30, 2009

August 28, 2009.

This Management’s Discussion and Analysis (“MD&A”) of financial results and related data is reported
in Canadian dollars and should be read in conjunction with the financial statements for the three month
period ended June 30, 2009.

Description of the | ssuer's Business

The Company was incorporated under the Business Corporations Act (Alberta) on February 8, 2005. The
articles of the Company were amended by Certificate of Amendment dated June 3, 2005 to delete the
closed company provisions and the restrictions on share transfers. The Company is a capital pool
company ("CPC") that has not commenced commercial operations and has no assets other than cash.
Except as specifically contemplated in the CPC policy manual, the Company will not carry on business
other than the identification and evaluation of companies, businesses or assets with aview to completing a
proposed Qualifying Transaction, as defined in Policy 2.4 of the TSX Venture Corporate Finance Manual.

On August 9, 2007 the Company entered into a definitive letter of intent and agreement in principle in
respect of an arm's length Qualifying Transaction with an Irish-based private natural gas exploration
company, Finavera Gas Limited. Trading in the Company’s Common Shares on the TSX Venture was
halted pending completion of the terms of the Qualifying Transaction.

On July 15, 2008 the Company received notice from the TSX Venture Exchange ("TSXV") that in
accordance with TSX Venture Exchange Policy 2.4, since the Company had not completed its Qualifying
Transaction within the 24-month prescribed time frame, the Company’s tier classification had been
changed from Tier 2 to NEX. In connection with the transfer to NEX, 400,000 Common Shares of the
Company issued to directors of the Company and held in escrow as well as 40,000 incentive stock
options, were cancelled, effective July 9, 2008.

On December 9, 2008 the Company announced that it had ceased negotiations regarding its proposed
Qualifying Transaction with Finavera Gas Limited, and resumed the process of identifying and evaluating
companies, assets or businesses with aview to completing a Qualifying Transaction.

On March 20, 2009 the Company entered into a definitive letter of intent in respect of an arm's-length
transaction with a Delaware Company, First Equity Strategy LLC ("First Equity”). Pursuant to the terms
of the letter of intent and subject to certain conditions, the Company intends to acquire al of the issued
and outstanding units of First Equity by way of an exempt takeover bid.

FORM 2A—-LISTING STATEMENT
October 27, 2009
(nsX
CANADIAN NATIONAL
STOCK EXCHANGE

Page 20 of 64


http://www.sedar.com/

Subject to the terms and conditions of the letter of intent, the Company will purchase all of the issued and
outstanding First Equity units on the basis of 5,500 common shares for each First Equity unit. First Equity
currently has 1,000 units outstanding which will be paid for by the issuance of 5,500,000 common shares
of the Company at a deemed price of $0.05 per share.

On May 22, 2009 the Company completed a non-brokered private placement of 1,700,000 common
shares at $0.05 per share, for gross proceeds of $85,000. A finder’s fee was paid to a certain individual
consisting of 100,000 common shares of the Company.

Upon completion of the proposed transaction with First Equity, and assuming completion of a concurrent,
non-brokered private placement financing for gross proceeds of a minimum of $200,000 to a maximum of
$1,000,000, the resulting issuer will have approximately 10,525,000 to 13,725,000 common shares issued
and outstanding on a non-diluted basis.

The closing of the proposed Transaction is subject to a number of conditions including: (i) obtaining all
necessary regulatory approvals; and (ii) other conditions typical of atransaction of this nature.

Discussion of Operations and Financial Condition

For the three month period ended June 30, 2009 (“Q2-09") the Company recorded a net loss of ($13,045),
versus a net loss of ($25,349) for the same three month period ended June 30, 2008 (“ Q2-08"). Y ear-to-
date, the Company’s net loss was ($26,291), versus ($50,824) for the same 6-month period in 2008.

Revenues

The Company did not generate any interest income in Q2-09, versus interest income of $374 (derived
from a Guaranteed Investment Certificate) in Q2-08. Y ear-to-date, the Company has not generated any
interest income, versus $1,410 for the same 6-month period in 2008.

Expenses
For Q2-09, the Company incurred expenses of $13,045, versus $25,723 in Q2-08. Y ear-to-date, the
Company’ s expenses were $26,291, versus $52,234 for the same 6-month period in 2008.

Financing Activities

On May 22, 2009 the Company completed a non-brokered private placement financing of 1,700,000
common shares, at $0.05 per share, for gross proceeds of $85,000. A finder's fee was paid to a certain
individual consisting of 100,000 common shares of Freeport Capital. All securities issued in connection
with the financing were subject to afour (4) month hold period under applicable securities legislation.

Off-Balance Sheet Arrangements
During Q2-09, the Company did not have any special purpose entities nor was it party to any
arrangements that would be excluded from the balance sheet.

Working Capital

The Company’s net working capital at June 30, 2009 was $59,287, which is sufficient for the Company to
meet its ongoing obligations. Net working capital at March 31, 2009 and December 31, 2008 were $8,391
and $21,639, respectively.

Share Capital
The Company is authorized to issue an unlimited number of common voting shares without nominal or
par value and an unlimited number of preferred shares without nominal or par value. As at June 30, 2009
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there were 3,600,000 common voting shares issued and no preferred shares issued and outstanding,
180,000 stock options and no agents' options outstanding.

Pursuant to the requirements of the Exchange, 800,000 common shares issued were placed in escrow.
Under the Escrow Agreement, 10% of the escrowed common shares will be released from escrow on the
issuance of the Final Exchange Bulletin (the “Initial Release”), and an additional 15% of the common
shares will be released every six months thereafter on each of the six, twelve, eighteen, twenty-four, thirty
and thirty-six month anniversaries following the Initial Release.

Summary of Financial Information:

S: EA ER_I-_I— SE RLY BALANCE 6/30/2009 3/31/2009 12/31/2008 9/30/2008 6/30/2008 3/31/2008 12/31/2007 9/30/2007
Cash & cash equivaents $67,231 $63,115 $69,802 $75,195 $83,823 $118,004 $137,547 $157,358
Accrued interest receivable $0 $0 $0 $0 $0 $3,021 $2,673 $2,107
Deferred reactivation expenses $21,059 $0 $0 $14,636 $14,636 $14,636 $7,418 $25,000
Total assets $88,290 $63,115 $69,802 $89,831 $98,459 $135,661 $147,638 $159,465
Total liabilities $7,942 $54,724 $48,163 $12,143 $15,836 $27,688 $17,672 $27,888
Share capital $277,643 $187,643 $187,643 $237,642 $237,642 $237,642 $237,643 $212,642
Shareholders' equity $80,348 $8,391 $21,639 $77,688 $82,623 $107,973 $129,966 $131,577
Total liabilities & equity $88,290 $63,115 $69,802 $89,831 $98,459 $135,661 $147,638 $159,465
STUAATRE-I—’\E E:\"i SOF LOSS 2nd Qtr 2009 | 1st Qtr 2009 | 4th Qtr 2008 | 3rd Qtr 2008 | 2nd Qtr 2008 | 1st Qtr 2008 | 4th Qtr 2007 | 3rd Qtr 2008
Interest income $0 $0 $0 $0 $374 $1,036 $862 $1,313
Expenses

Professional fees $0 $131 $16,931 $0 $15,106 $0 $16,931 $0
Listing and filing fees $6,502 $9,945 $2,398 $2,547 $5,117 $17,932 $2,746 $5,476
Reactivation expenses $0 $0 $34,636 $0 $0 $0 $0 $0
Bank charges $24 $34 $7 $7 $13 $63 $13 $11
Office and general $3,072 $1,443 $0 $345 $0 $3,183 $2,335 $1,839
Rent and occupancy costs $1,693 $1,693 $1,693 $1,693 $1,693 $1,693 $3,988 $0
Stock option compensation $0 $0 $7,600 ($7,600) $0 $3,483 $5,225 $5,225
Telecommunications $0 $0 $0 $0 $0 $157 $165 $66
Travel and development $1,754 $0 $385 $344 $3,794 $0 $1,296 $299
Total Expenses $13,045 $13,246 $63,651 ($2,664) $25,723 $26,511 $32,700 $12,914
Net lossfor the period ($13,045) ($13,246) ($63,651) $2,664 ($25,349) ($25,475) ($31,838) ($11,602)
Loss per share ($0.0050) ($0.0074) ($0.0354) $0.0015 ($0.0115) ($0.0116) ($0.0145) ($0.0053)
Weighted average number

of shares outstanding 2,591,209 1,800,000 1,800,000 1,834,783 2,200,000 2,200,000 2,200,000 2,200,000

Contractual Obligations

The Company has ho material contractual obligations to disclose.

Related Party Transactions

During the period, the Company was charged $1,500 plus sales taxes (Q2-08: $1,500 plus sales taxes)
with respect to rent and occupancy costs from a Company controlled by a director of the Company. The
transaction was in the normal course of business and is measured at the exchange amount, which is the
amount of consideration established and agreed to by the related parties.

Critical Accounting Estimates
There have been no critical accounting estimates during the three month period ended June 30, 20009.
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International Financial Reporting Standards (IFRS)

In February 2008, Canada s Accounting Standards Board confirmed that Canadian GAAP, as used by
publicly accountable enterprises, will be fully converged with International Financial Reporting Standards
as issued by the International Accounting Standards Board. The changeover date is effective for interim
and annual financial reporting for fiscal year ends beginning on or after January 1, 2011. IFRS uses a
conceptual framework similar to Canadian GAAP, but there are significant differences in recognition,
measurement and disclosures which the Company must address.

The Company intends to develop its IFRS conversion plan and evaluate the effect of these new standards
on its financial statements. Determination of the key differences between IFRS and the Company’s
accounting policies will be done with an evaluation of the main potential impact on its business practices,
systems and internal controls over financial reporting.

Forward-L ooking Statements

Certain statements in this report may constitute forward-looking statements, which may involve risk and
uncertainty. The actual results or performance of the Company may be materially different from future
results or performance expressed or implied by such forward-looking statements.

Additional Information
Additional Information relating to the Company can also be found on SEDAR at www.sedar.com.

Annual MD& A

Date

6.1 Specify the date of the MD&A. The date of the MD& A must be no earlier than the date of
the auditor’ s report on the financial statements for the Issuer most recently completed
financial year.

Please refer to the annual MD& A for the year ended December 31, 2008 under Item 6
herein.

Overall Performance

6.2 Provide an analysis of the Issuer’s financial condition, results of operations and cash
flows. Discuss known trends, demands, commitments, events or uncertainties that are
reasonably likely to have an effect on the Issuer's business. Compare the Issuer’'s
performance in the most recently completed financial year to the prior year’s performance.
The analysis should address at least the following:

€) operating segments that are reportable segments as those terms are used in the
Handbook;

(b) other parts of the business if
(i) they have a disproportionate effect on revenues, income or cash needs; or

(i)  thereareany legal or other restrictions on the flow of funds from one part
of the I'ssuer’ s business to another;
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(© industry and economic factors affecting the I ssuer’ s performance;

(d) why changes have occurred or expected changes have not occurred in the Issuer’s
financial condition and results of operations; and

(e the effect of discontinued operations on current operations.

Please refer to the annual MD& A for the year ended December 31, 2008 under Item 6
herein.

Selected Annual Information

6.3

6.4

Provide the following financial data derived from the Issuer’ s financia statements for each
of the three most recently completed financial years:

@ net sales or total revenues;

(b) income or loss before discontinued operations and extraordinary items, in total
and on a per-share and diluted per-share basis;

(©) net income or loss, in total and on a per-share and diluted pershare basis,
(d) total assets;
()] total long-term financial liabilities; and

(9 cash dividends declared per-share for each class of share.

Please refer to the annual MD& A for the year ended December 31, 2008 under Item 6
herein

Discuss the factors that have caused period to period variations including discontinued
operations, changes in accounting policies, significant acquisitions or dispositions and
changes in the direction of the Issuer’s business, and any other information the Issuer
believes would enhance an understanding of, and would highlight trends in, financia
condition and results of operations.

Please refer to the annual MD& A for the year ended December 31, 2008 under Item 6
herein

Results of Operations

6.5

Discuss management’s analysis of the Issuer’s operations for the most recently completed
financial year, including net sales or total revenues by operating business segment,
including any changes in such amounts caused by selling prices, volume or quantity of
goods or services being sold, or the introduction of new products or services,

@ any other significant factors that caused changesin net sales or total revenues;
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(b)
(©)

(d)

()

(f)

(9)

(h)

(i)

cost of sales or gross profit;

for issuers that have significant projects that have not yet generated operating
revenue, describe each project, including the Issuer’s plan for the project and the
status of the project relative to that plan, and expenditures made and how these
relate to anticipated timing and costs to take the project to the next stage of the
project plan;

for resource issuers with producing mines, identify milestones such as mine
expansion plans, productivity improvements, or plans to develop a new deposit;

factors that caused a change in the reationship between costs and revenues,
including changes in costs of labour or materials, price changes or inventory
adjustments;

commitments, events, risks or uncertainties that you reasonably believe will
materially affect the Issuer’s future performance including net sales, total
revenue and income or loss before discontinued operations and extraordinary
items;

effect of inflation and specific price changes on the Issuer’s net sales and total
revenues and on income or loss before discontinued operations and
extraordinary items;

a comparison in tabular form of disclosure you previously made about how the
Issuer was going to use proceeds (other than working capital) from any
financing, an explanation of variances and the impact of the variances, if any, on
the Issuer’s ahility to achieve its business objectives and milestones; and

unusual or infrequent events or transactions.

Please refer to the annual MD& A for the year ended December 31, 2008 under
Item 6 herein.

Summary of Quarterly Results

6.6

Provide the following information in summary form, derived from the I ssuer’s financial
statements, for each of the eight most recently completed quarters:

@
(b)

(©)
(d)

net sales or total revenues;

income or |oss before discontinued operations and extraordinary items, in total
and on a per-share and diluted per-share basis; and

net income or loss, in total and on a per-share and diluted per share basis.

Discuss the factors that have caused variations over the quarters necessary to
understand general trends that have developed and the seasondlity of the
business.
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Please refer to the quarterly MD& A for the Three and Sx Months Period Ended June 30,
2009 under Item 6 herein.

Liquidity

6.7

Provide an analysis of the Issuer’ s liquidity, including

(@

(b)

(©

(d)

()

()

(9)

its ability to generate sufficient amounts of cash and cash equivaents, in the short
term and the long term, to maintain the Issuer’s capacity, to meet the Issuer’'s
planned growth or to fund devel opment activities;

Please refer to the quarterly MD&A for the Three and Sx Months Period Ended
June 30, 2009 under Item 6 herein.

trends or expected fluctuations in the Issuer’ s liquidity, taking into account
demands, commitments, events or uncertainties;

Taking into account the new business to be conducted, the Issuer expects to
generate sufficient revenues from its commercial activities in order to cover its
projected operating expenses.

its working capital requirements,

$150,000 (Salaries, rent and various licensing fees)
liquidity risks associated with financial instruments;
None.

if the Issuer has or expects to have a working capital deficiency, discuss its ability
to meet obligations as they become due and how you expect it to remedy the
deficiency;

With the conduct of the business of First Equity, the Issuer does not have or expect
to have a working capital deficiency

balance sheet conditions or income or cash flow items that may affect the Issuer’s
liquidity;

The business being conducted poses a very limited risk to the Issuer’ s liquidity due
to the fact that the business consists of selling prepaid debit cards. Theriskis
leveraged by the initial investment.

legal or practical restrictions on the ability of subsidiaries to transfer funds to the
Issuer and the effect these restrictions have had or may have on the ability of the
Issuer to meet its obligations; and

There are no legal or practical restrictions on the ability of First Equity to transfer
funds to the Issuer.
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(h) defaults or arrears or anticipated defaults or arrears on
(i) dividend payments, lease payments, interest or principal payment on debt;
The Issuer is not in default on any payments.
(i) debt covenants during the most recently completed financial year; and
The Issuer is not in default on any debt covenants.

(iii) redemption or retraction or sinking fund payments, and how the Issuer
intends to cure the defaults or arrears

The Issuer is not in default on any payments.
Capital Resources
6.8 Provide an analysis of the Issuer’s capital resources, including

@ commitments for capital expenditures as of the date of the Issuer’ s financial
statements including

(1) the amount, nature and purpose of these commitments;
The Issuer has no such commitments.

(i) the expected source of funds to meet these commitments; and
The Issuer has no such commitments.

(iii) expenditures not yet committed but required to maintain the Issuer's
capacity, to meet the Issuer's planned growth or to fund development
activities;

The Issuer has no such expenditures committed.

(b known trends or expected fluctuations in the Issuer’s capital resources, including
expected changes in the mix and relative cost of these resources; and

There are no trends or expected fluctuationsin the Issuer capital resources.
(© sources of financing that the Issuer has arranged but not yet used.
The Issuer has not arranged any other sources of financing.
Off-Balance Sheet Arrangements

6.9 Discuss any off-balance sheet arrangements that have, or are reasonably likely to have, a
current or future effect on the results of operations or financia condition of the Issuer
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including, without limitation, such considerations as liquidity and capital resources. This
discussion shall include their business purpose and activities, their economic substance,
risks associated with the arrangements, and the key terms and conditions associated with
any commitments, including

@ adescription of the other contracting party(ies);
(b) the effects of terminating the arrangement;

(© the amounts receivable or payable, revenues, expenses and cash flows resulting
from the arrangement;

(d) the nature and amounts of any other obligations or liabilities arising from the
arrangement that could require the Issuer to provide funding under the
arrangement and the triggering events or circumstances that could cause them to
arise; and

(e any known event, commitment, trend or uncertainty that may affect the
availability or benefits of the arrangement (including any termination) and the
course of action that management has taken, or proposes to take, in response to any
such circumstances.

During 2008 and the first six months of 2009, the Issuer did not have any special purpose
entities nor was it party to any arrangements that would be excluded from the balance
sheet.

Transactions with Related Parties

6.10

Discuss all transactions involving related parties as defined by the Handbook.

During 2008, the Issuer was charged $6,000 plus sales taxes (2007: $6,000 plus sales
taxes) with respect to rent and occupancy costs from a corporation controlled by a director
of the Issuer. The transaction was in the normal course of business and is measured at the
exchange amount, which is the amount of consideration established and agreed to by the
related parties.

For the six-month period ended June 30, 2009 the Issuer was charged $3,000 plus sales
taxes (2008: $3,000 plus sales taxes) with respect to rent and occupancy costs from a
corporation controlled by a director of the Issuer. The transaction was in the normal course
of business and is measured at the exchange amount, which is the amount of consideration
established and agreed to by the related parties.

Fourth Quarter

6.11

Discuss and analyze fourth quarter events or items that affected the Issuer’s financial
condition, cash flows or results of operations, including extraordinary items, year-end and
other adjustments, seasonal aspects of the Issuer’s business and dispositions of business
segments.

See annual MD& A for the year ended December 31, 2008 under Item 6 herein.
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Proposed Transactions

6.12

Discuss the expected effect on financial condition, results of operations and cash flows
of any proposed asset or business acquisition or disposition if the Issuer’s board of
directors, or senior management who believe that confirmation of the decision by the
board is probable, have decided to proceed with the transaction. Include the status of any
required shareholder or regulatory approvals.

The Issuer purchased all of the issued and outstanding First Equity membership interest
units on the basis of 5,500 Freeport common shares for each First Equity membership
interest unit (“the Transaction™). First Equity currently has 1,000 membership interest
units outstanding which will be paid for by the issuance of 5,500,000 Freeport common
shares at a deemed price of $0.05 per share. As of the date of the listing statement, the
Issuer will have completed a brokered financing for gross proceeds of a minimum of
$100,000. The Resulting Issuer will have approximately 10,125,000 common shares
issued and outstanding on a non-diluted basis.

Changesin Accounting Policiesincluding I nitial Adoption

6.13

Discuss and analyze any changesin the Issuer’ s accounting policies, including

(@ for any accounting policies that management has adopted or expects to adopt
subsequent to the end of the most recently completed financial year, including
changes management has made or expects to make voluntarily and those due to a
change in an accounting standard or a new accounting standard that you do not
have to adopt until afuture date,

(i) describe the new standard, the date the Issuer required to adopt it and, if
determined, the date the I ssuer plans to adopt it;

(i) disclose the methods of adoption permitted by the accounting standard and
the method management expects to use;

(iii) discuss the expected effect on the Issuer’s financial statements, or if
applicable, state that management cannot reasonably estimate the effect;
and

(iv) discuss the potentia effect on the Issuer’s business, for example technical
violations or default of debt covenants or changes in business practices;
and

(b)  for any accounting policies that management has initially adopted during the most
recently completed financial year,

(i) describe the events or transactions that gave rise to the initial adoption of
an accounting policy;

(i) describe the accounting principle that has been adopted and the method of
applying that principle;
(iii)  discuss the effect resulting from the initial adoption of the accounting
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policy on the Issuer’s financia condition, changes in financial condition
and results of operations,

(>iv) if the Issuer is permitted a choice among acceptable accounting
principles,

(A) state that management made a choice among acceptable
aternatives,

(B) identify the alternatives;
© describe why management made the choice that you did; and

(D) discuss the effect, where material, on the Issuer’ s financial
condition, changes in financial condition and results of operations
under the alternatives not chosen; and

(v) if no accounting literature exists that covers the accounting for the events
or transactions giving rise to management’s initial adoption of the
accounting policy, explain management's decision regarding which
accounting principle to use and the method of applying that principle.

See Annual MD&A for the year ended December 31, 2008 and quarterly MD&A
for the three months ended June 30, 2009 under Item 6 herein.

Financial I nstruments and Other Instruments

6.14

For financia instruments and other instruments,

@

(b)

(©

(d)

()

discuss the nature and extent of the I ssuer’ s use of, including relationships among,
the instruments and the business purposes that they serve;

describe and analyze the risks associated with the instruments;

describe how management manages the risks in paragraph (b), including a
discussion of the objectives, general strategies and instruments used to manage the
risks, including any hedging activities;

disclose the financial statement classification and amounts of income, expenses,
gains and losses associated with the instrument; and

discuss the significant assumptions made in determining the fair value of financial
instruments, the total amount and financia statement classification of the changein
fair value of financia instruments recognized in income for the period, and the
total amount and financia statement classification of deferred or unrecognized
gains and losses on financial instruments.

With regard to all the foregoing points, see Annual MD& A for the year ended December
30, 2008 and quarterly MD&A for the three months ended June 30, 2009 under item 6
herein.
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Interim MD&A

6.15 Specify the date of the interim MD&A.
June 30, 20009.

6.16 Interim MD&A must update the Issuer’s annual MD&A for al disclosure required by
sections 6.2 to 6.14 except sections 6.3 and 6.4. This disclosure must include

(@  adiscussion of management’s analysis of
(i) current quarter and year-to-date results including a comparison of results
of operations and cash flows to the corresponding periods in the previous

year,

(i) changesin results of operations and elements of income or loss that are
not related to ongoing business operations;

(iii) any seasonal aspects of the Issuer’s business that affect its financial
condition, results of operations or cash flows; and

(b) a comparison of the Issuer’s interim financia condition to the Issuer’s financial
condition as at the most recently completed financial year-end.

With regard to all the foregoing points, see Annual MD&A for the year ended December
30, 2008 and quarterly MD&A for the three and six months ended June 30, 2009 under
item 6 herein.

Additional Disclosure for I ssuerswithout Significant Revenue

6.17

Q) Unless the information is disclosed in the financial statements to which the annual or
interim MD&A relates, an Issuer that has not had significant revenue from operations in
either of itslast two financial years must disclose a breakdown of material components of

@ capitalized or expensed exploration and devel opment costs;
(b expensed research and development costs;

(©) deferred development costs;

(d) general and administration expenses; and

(e any material costs, whether capitalized, deferred or expensed, not referred toin
paragraphs (a) through (d)

and if the Issuer’ s business primarily involves mining exploration and development, the
analysis of capitalized or expensed exploration and development costs must be presented
on a property-by-property basis.
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7.

7.1

8.

8.1

(2

The disclosure in the annual MD&A must be for the two most recently completed
financial years and the disclosure in the interim MD&A for the each year-to-date interim
period and the comparative period presented in the interim statements.

With regard to al the foregoing points, see Annual MD&A for the year ended December
31, 2008 and quarterly MD&A for the three months ended June 30, 2009 under Item 6
herein.

Market for Securities

Identify the exchange(s) and quotation system(s) on which the Issuer’s securities are
listed and posted for trading or quoted.

The Issuer commenced trading its common shares on the TSX-V under the symbol F.P.
on April 10, 2006. Effective April 15, 2008 the Issuer’s trading status was suspended
for failure to complete its Qualifying Transaction in accordance with Exchange Policy
2.4. Effective July 15, 2008 the Issuer's tier classification was changed from Tier 2 to
NEX. The trading symbol was subsequently changed to F.H. In light of the transaction
described herein, the Issuer is currently seeking to list its shares for trading on the
CNSX.

Consolidated Capitalization

Describe any material change in, and the effect of the material change on, the share and
loan capital of the Issuer, on a consolidated basis, since the date of the comparative
financia statements for the Issuer's most recently completed financial year contained in
the Listing Statement

The Company is authorized to issue an unlimited number of common voting shares
without nominal or par value and an unlimited number of preferred shares without
nominal or par value. As at December 31, 2008 there were 1,800,000 common voting
shares issued and no preferred shares issued and outstanding, 180,000 stock options
and no agents' options outstanding. Pursuant to the acquisition of First Equity, it is
anticipated that there will be a minimum of 10,125,000 issued and outstanding
common voting shares.
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PRO FORMA CONSOLIDATED CAPITALIZATION

The following table sets forth the consolidated capitalization of the Issuer, effective June 30, 2009, both before and
after giving effect to the Transaction. See the Pro Forma Financial Statements of Freeport attached hereto.

Outstanding as at June 30,

Outstanding as at June 30, 2009 after giving effect to the
2009 prior to giving effect to the Transaction®
Transaction Minimum M aximum
Freeport Shares 3,600,000 10,125,000 13,725,000

Note:
(1) Total issued and outstanding shares will depend on the size of financing completed.

9. Optionsto Purchase Securities

9.1 State, in tabular form, as at a specified date not more than 30 days before the
date of the Listing Statement, information as to options to purchase securities of
the Issuer or asubsidiary of the Issuer that are held by

(8 al executive officers and past executive officers of the Issuer as a group and all
directors and past directors of the Issuer who are not also executive officers as a
group, indicating the aggregate number of executive officers and the aggregate
number of directors to whom the information applies, without naming them;

(b) all executive officers and past executive officers of all subsidiaries of the Issuer
as agroup and all directors and past directors of those subsidiaries who are not
also executive officers of the subsidiary as a group, in each case, without naming
them and excluding individuals referred to in paragraph (a), indicating the
aggregate number of executive officers and the aggregate number of directors to
whom the information applies;

(c) al other employees and past employees of the Issuer as a group, without naming them;

(d) all other employees and past employees of subsidiaries of the Issuer as a group, without
naming them;

(e) 4l consultants of the Issuer as a group, without naming them; and

(f) any other person or company, including the underwriter, naming each person or
company.
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10.

101

Option-based Awards
Number of
securities Value of
underlying unexer cised
unexer cised Option Option in-the-money
options exerciseprice | expiration options®
Name # )] date %)
Brad M. Romoff 80,000 0.125 Feb 2011 0
JR. Scott Pritchard 80,000 0.125 Feb 2011 0
David E. Luxton 10,000 0.125 Feb 2011 0
J. Gill Broome 10,000 0.125 Feb 2011 0

Prior Sales

State the description or the designation each class of equity or debt securities of the Issuer and
describe al materia attributes and characteristics, including

(@ dividendrights,

(b) voting rights;

(c) rightsupon dissolution or winding-up;

(d) pre-emptiverights;

(e)  conversion or exchange rights;

(f)  redemption, retraction, purchase for cancellation or surrender provisions;

(g) sinking or purchase fund provisions;

(h)y  provisions permitting or restricting the issuance of additional securities and any other
material restrictions;

(i)  provisions requiring a security holder to contribute additional capital;
()  provisionsfor interest rate, maturity, and premium, if any of debt securities;

(k) thenature and priority of any security for debt securities, briefly identifying the principal
properties subject to lien or charge;

()  any material negative covenants, including restrictions against payment of dividends and
restrictions against giving security on the assets of the Issuer or its subsidiaries, and
provisions as to the release or substitution of assets securing debt securities;

(m) the name of the trustee under any indenture relating to debt securities and the nature of
any material relationship between the trustee or any of its affiliates and the issuer or any
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of its affiliates; and

(n) any financial arrangements between the Issuer and any of its affiliates or among its
affiliates that could affect the security for the indebtedness..

The Issuer will have authorized capital which consists of an unlimited number of Common
Shares without nominal or par value, and an unlimited number of preferred shares without
nominal or par value, issuable in series. Assuming completion of the Transaction and the
Private Placement, approximately 10,125,000 Common Shares will be issued and outstanding,
on a non-diluted basis, as fully paid and non-assessable and 10,705,000 Common Shares will
be issued and outstanding on a fully diluted basis.

Common Shares

The holders of the Common Shares are entitled to receive notice of and attend any meeting of
the Resulting Issuer's shareholders and are entitled to one vote for each Common Share held.
The holders of the Common Shares are entitled to receive dividends, if, as and when declared
by the Board of Directors of the Resulting Issuer.

Preferred Shares

The preferred shares may be issued in one or more series, and the directors are authorized to
fix the number of shares in each series, and to determine the designation, rights, privileges,
restrictions and conditions attached to the shares of each series. The preferred shares are
entitled to a priority over the Common Shares with respect to the payment of dividends and the
distribution of assets upon the liquidation of the Resulting Issuer.

10.2 State the prices at which securities of the same class as the securities to be listed have been sold

within the 12 months before the date of the Listing Statement, or are to be sold, by the Issuer or
any Related Person and the number of securities of the class sold or to be sold at each price.

Price per Consideration

Date Number of Common Shares Share Received
May, 2009 1,700,000 (private placement) $0.05 $85,000
May, 2009 100,000 (finder’ s fee/lcommission) $0.05 N/A

10.3  Stock Exchange Price

(1) If shares of the same class as the shares to be listed were or are listed on a Canadian stock
exchange or traded on a Canadian market, provide the price ranges and volume traded on
the Canadian stock exchange or market on which the greatest volume of trading generally
OCCUrs.

(2)  If shares of the same class as the shares to be listed were or are not listed on a Canadian
stock exchange or traded on a Canadian market, provide the price ranges and volume
traded on the foreign stock exchange or market on which the greatest volume of trading
generally occurs.
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(3) Information is to be provided on a monthly basis for each month or, if applicable, part
month, of the current quarter and the immediately preceding quarter and on a quarterly

basis for the next preceding seven quarters.

The Common Shares are listed and posted for trading on the NEX board of the TSX Venture Exchange
under the symbol "F.H". On August 9, 2007, the last full day on which the Common Shares traded on the
TSX-V Exchange, the ten day closing average trading price of the Common Shares on the TSX-V
Exchange, as reported by such Exchange, was $0.245 per share. The following table sets forth the high
and low closing trading prices and the aggregate volume of trading of the Common Shares as reported by
the TSX-V Exchange for the periods indicated. The Common Shares began trading on the TSX-V
Exchange on April 10, 2006 and have not traded since August 9, 2007 as trading was suspended by the

Exchange for failure to complete a Qualifying Transaction within the Exchange's prescribed time period.

Effective July 15, 2008 the Issuer's tier classification was changed from Tier 2 to NEX. The trading

symbol was subsequently changed to F.H.

Price Range

Period High Low

Volume

2009
First Quarter® 0
2008
Fourth Quarter®
Third Quarter
Second Quarter
First Quarter

Notes:

[eoNoNeNe]

@ Commenced trading in April 2006.
2 The Common Shares were halted for trading on August 10, 2007.

11. Escrowed Securities

0

[oNoNeNel

o

[oNeoNeNe

11.1 State as of a specified date within 30 days before the date of the Listing Statement, in
substantialy the following tabular form, the number of securities of each class of
securities of the Issuer held, to the knowledge of the Issuer, in escrow (which, for the
purposes of this Form includes any securities subject to a pooling agreement) and the
percentage that number represents of the outstanding securities of that class. In a note to
the table, disclose the name of the depository, if any, and the date of and conditions

governing the release of the securities from escrow.

Per centage
of Shares
Common prior to
Name and Place Shares  giving effect
of Residence of held in tothe
Shareholder €scr ow Acquisition
Bradley M. 150,000 8.3%

Romoff
Montreal, Quebec
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Per centage

of Shares
Common prior to
Name and Place Shares  giving effect
of Residence of held in tothe
Shareholder escrow  Acquisition
J.R. Scott 150,000 8.3%
Pritchard
Westmount,
Quebec
David E. Luxton 50,000 2.8%
Ottawa, Ontario
J. Gill Broome 50,000 2.8%
Montreal, Quebec
Alain Lambert 100,000 5.6%
West Bolton,
Quebec
Robert E. Brown 100,000 5.6%
Westmount,
Quebec
William L. Hess 100,000 5.6%
Montreal, Quebec
L ouis-Philippe 100,000 5.6%
Séguin
Montreal, Quebec
Total 800,000 44.4%
Note:
2 the foregoing shares are subject to a CPC Escrow Agreement pursuant to the policies of the TSX Venture Exchange.

It is expected that all of the foregoing shares will be cancelled in connection with the issuer's delisting from the TSX
Venture Exchange and shareholders will receive new shares in the Issuer upon confirmation of listing on the CNSX,
which will be deposited and held under a new NP 46-201 escrow agreement.

12. Principal Shareholders

121 (1) Provide the following information for each principal shareholder of the Issuer as of a
specified date not more than 30 days before the date of the Listing Statement:

(@ Name.

Variance Strategy L.L.C.
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(b)

(©)

(d)

)

©)

(4)

()

The number or amount of securities owned of the class to be listed;
4,400,000 Common Shares

Whether the securities referred to in subsection 12(1)(b) are owned both of record and
beneficially, of record only, or beneficially only.

Owned both of record and beneficially
The percentages of each class of securities known by the Issuer to be owned.
43.5%

If the Issuer is requalifying following a fundamental change or has proposed an
acquisition, amalgamation, merger, reorganization or arrangement, indicate, to the extent
known, the holding of each person of company described in paragraph (1) that will exist
after giving effect to the transaction.

The percentages held by Variance Srategy LLC are a result of the Acquisition by
Freeport of First Equity. The Issuer islisting on the CNSX pursuant to a fundamental
change.

If, to the knowledge of the Issuer, more than 10 per cent of any class of voting securities
of the Issuer is held, or is to be held, subject to any voting trust or other similar
agreement, disclose, to the extent known, the designation of the securities, the number or
amount of the securities held or to be held subject to the agreement and the duration of
the agreement. State the names and addresses of the voting trustees and outline briefly
their voting rights and other powers under the agreement.

There are no voting trusts.

If, to the knowledge of the Issuer, any principal shareholder is an associate or affiliate
of another person or company named as a principa shareholder, disclose, to the extent
known, the material facts of the relationship, including any basis for influence over the
Issuer held by the person or company other than the holding of voting securities of the
I ssuer.

No such relationship exists.

In addition to the above, include in a footnote to the table, the required calculation(s) on a
fully diluted basis.

Not applicable, as fully-diluted would be the same result as above.
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13. Directors and Officers

131

.Name and
Municipality
of Residence

List the name and municipality of residence of each director and executive officer
of the Issuer and indicate their respective positions and offices held with the Issuer
and their respective principal occupations within the five preceding years :

Position to be
Held

Number and
Per centage of
Common
Shares of
Resulting Director /
| ssuer Officer Since

Principal Occupation

Bruce Donald
Baillio, San
Antonio, Texas.

Michad Tasillo
Montreal, Canada

Chief Executive
Officer and
Director

President Chief
Financial Officer
and Director

550,000 Proposed
Director and
Officer of
Resulting I ssuer

550,000 Proposed
Director and
Officer of
Resulting I ssuer

Smart Card Marketing Systems Inc (SMKG:
Pink sheets)

Mr. Baillio has 30 years experience in
operations management, retail marketing and
sales. Beginning his career as a retail
manager for JC Penney, Mr. Baillio went on
to a career focused on information
technology. He founded a software
company in 1981 which he operated for 5
years and sold to amajor distributor in 1986.
He furthered his expertise in retail
management and marketing as Chief
Operating Officer of a company that
managed 21 optical clinics adjoined to
EyeMasters  throughout Texas  and
Louisiana. Mr. Ballio also served as the
Vice President of North Americas 3" largest
Optometric buying coalition (Vision West)
of California with over 4900 Optometrists,
billing over $60 million annually. He
received his MBA in 2001 with afocusin E-
Commerce. Mr. Baillio offers strong
industry insight, business management and
strategic planning to the company.

Les Entreprises Nord Construction (1962)
Inc. Quality coordinator, Project manager
and operational management from 1996 to
present
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Number and

Per centage of
Common
.Name and Shares of
Municipality Position to be Resulting Director /
of Residence Held | ssuer Officer Since Principal Occupation
Anthony, Barone  Director 0 Proposed Riviera Parque Banquet Hall and restaurant,

Toronto, Canada

Director of operations Manager, 2005 to present;

Resulting I ssuer Premium Lens care, sdes representative,
2005; Peppercorn’s Steakhouse & Lounge,
Manager;

13.2  Statethe period or periods during which each director has served as a director and when his or
her term of office will expire.

Directors are elected annually.

13.3  State the number and percentage of securities of each class of voting securities of the I ssuer or
any of its subsidiaries beneficially owned, directly or indirectly, or over which control or
direction is exercised by all directors and executive officers of the I ssuer as a group.

As at the date hereof the directors hold as an aggregate of individuals 1,100,000 shares or
approximately 10.9% of the anticipated issued and outstanding shares of the Issuer.

134  Disclose the board committees of the Issuer and identify the members of each committee.

The Resulting Issuer will have an Audit Committee which consists of the following directors:

Bruce Donald Baillio
Michael Tasillo
Anthony Barone

13.5 If the principal occupation of a director or officer of the Issuer is acting as an officer of a person
or company other than the Issuer, disclose the fact and state the principal business of the person
or company.

Please refer to the above- mentioned table in Item 13.1.

13.6 If adirector or officer of the Issuer or a shareholder holding a sufficient number of securities of
the Issuer to affect materially the control of the Issuer, is, or within 10 years before the date of
the Listing Statement has been, a director or officer of any other Issuer that, while that person
was acting in that capacity,

(@

was the subject of a cease trade or similar order, or an order that denied the other | ssuer
access to any exemptions under Ontario securities law, for a period of more than 30
consecutive days, state the fact and describe the basis on which the order was made and
whether the order is till in effect; or

No director or officer was involved in any other Issuer which was subject to a cease trade
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13.7

13.8

13.9

13.10

or similar order.

(b) became bankrupt, made a proposal under any legidation relating to bankruptcy or
insolvency or was subject to or ingtituted any proceedings, arrangement or compromise
with creditors or had a receiver, receiver manager or trustee appointed to hold its assets,
state the fact.

No directorgofficers have been bankrupt within the last 10 years.

Describe the penalties or sanctions imposed and the grounds on which they were imposed or the
terms of the settlement agreement and the circumstances that gave rise to the settlement
agreement, if a director or officer of the Issuer, or a shareholder holding sufficient securities of
the Issuer to affect materialy the control of the Issuer, has

@ been subject to any penalties or sanctions imposed by a court relating to Canadian
securities legidation or by a Canadian securities regulatory authority or has entered into
a settlement agreement with a Canadian securities regulatory authority; or

N/A

(b) been subject to any other penalties or sanctions imposed by a court or regulatory body
that would be likely to be considered important to a reasonable investor making an
investment decision.

N/A

If adirector or officer of the Issuer, or a shareholder holding sufficient securities of the Issuer to
affect materially the control of the Issuer, or a personal holding company of any such persons
has, within the 10 years before the date of the Listing Statement, become bankrupt, made a
proposal under any legislation relating to bankruptcy or insolvency, or been subject to or
instituted any proceedings, arrangement or compromise with creditors, or had areceiver, receiver
manager or trustee appointed to hold the assets of the director or officer, state the fact.

There are no items to report.

Disclose particulars of existing or potential material conflicts of interest between the Issuer or a
subsidiary of the Issuer and a director or officer of the Issuer or asubsidiary of the Issuer.

No material conflicts exist.

Management — In addition to the above provide the following information for each member of
management:

@ state the individual's name, age, position and responsibilities with the I ssuer and relevant
educational background,

. I Educational

Name Age Position Responsibilities Background

Bruce Donald Baillio 57 CEO and Director Day to day business and MBA, 2001
strategy implementation

FORM 2A—-LISTING STATEMENT
October 27, 2009
(nsX
CANADIAN NATIONAL
STOCK EXCHANGE

Page 41 of 64




Michael Tasillo 35 Director Oversight of business Concordia University
strategy
. . Laurier MacDonald
Anthony Barone 28 Director Day to day business High School 1998

(b) state whether the individual works full time for the Issuer or what proportion of the
individual's time will be devoted to the Issuer,

Name Time Spent Employee/Contractor Related Experience
Bruce Donald Baillio 100% CEO and Director Refer to Item 13.1
Michad Tasillo 10% Director Refer to Item 13.1
Anthony Barone 10% Director Refer to Item 13.1
(© state whether the individual is an employee or independent contractor of the I ssuer,

(d)

()

(f)

Please refer to Item 13.10 (b)

state the individual's principal occupations or employment during the five year prior to
the date of the Listing Statement, disclosing with respect to each organization as of the
time such occupation or employment was carried on:

(1) its name and principal business,

(i) if applicable, that the organization was an affiliate of the | ssuer;

(iii) positions held by the individual; and

(iv) whether it is still carrying on business, if known to the individual;

Please refer to Item 13.10 hereinabove.

describe the individual's experience in the I ssuer's industry; and

Please refer to Item 13.10 (b)

state whether the individual has entered into a non-competition or nondisclosure
agreement with the I ssuer.

No individuals have entered into these types of agreements.

14. Capitalization

14.1  Prepare and file the following chart for each class of securitiesto be listed:
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Number of Securities

Number of | ssued

Securities (fully- (non- % of |ssued
I ssued Capital (non-diluted) Diluted) diluted (non-diluted)
Public Float
Total outstanding 4,625,000 5,205,000 4,625,000 45.7%
Held by Related Persons or
employees of the Issuer or
Related Person of the

I ssuer, or by persons or
companies who beneficialy
own or control, directly or
indirectly, more than a 5%
voting position in the Issuer
5,500,000 5,500,000 5,500,000 54.3%\)
40.19%%

Notes:

@ If minimum financing is completed.
(2 If maximum financing is compl eted.

Minimum Maximum
Freely-Tradeable Float 4,625,000 / 8,225,000

Number of outstanding
securities subject to
resale restrictions,
including restrictions
imposed by pooling or
other arrangements or
in a shareholder
agreement and
securities held by
control block holders
5,500,000 / 5,500,000

Total Tradeable Float 10,125,000 / 13,725,000
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Public Securityholders (Registered)

Instruction: For the purposes of this report, "public securityholders' are persons other than
persons enumerated in section (B) of the previous chart. List registered holders only.

Class of Security

Sizeof Holding Number of holders Total number of securities

1—99 securities - -
100 — 499 securities - -
500 - 999 securities - -
1,000 — 1,999 securities - -
2,000 — 2,999 securities - -
3,000 — 3,999 securities - -
4,000 — 4,999 securities - -

5,000 or more securities 22 2,600,000
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Public Securityholders (Beneficial)

Instruction: Include (i) beneficial holders holding securities in their own name as registered
shareholders; and (ii) beneficial holders holding securities through an intermediary where the
Issuer has been given written confirmation of shareholdings. For the purposes of this section, it is
sufficient if the intermediary provides a breakdown by number of beneficial holders for each line
item below; names and holdings of specific beneficial holders do not have to be disclosed. If an
intermediary or intermediaries will not provide details of beneficial holders, give the aggregate
position of all such intermediariesin the last line.

Class of Security

Size of Holding Number of holders Total number of securities

1—99 securities 0 0

100 — 499 securities 0 0

500 — 999 securities 0 0

1,000 — 1,999 securities 3 4,000

2,000 securities 2,999 62 148,000

3,000 securities 3,999 71 219,000

4,000 securities 4,999 43 173,000

500 or more securities 50 156,000
2269 1,000,000?

Note:

D Subject to completion of financing of up to minimum 4,00,000 and maximum 4,000,000 shares being issued to public
securityholders.
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Non-Public Securityholders (Registered)

Instruction: For the purposes of this report, "non-public securityholders" are persons
enumerated in section (B) of the issued capital chart.

Class of Security
Size of Holding Number of holders Total number of securities

1—99 securities

100 — 499 securities
500 — 999 securities
1,000 — 1,999 securities

2,000 securities 2,999

3,000 securities 3,999

4,000 securities 4,999

500 or more securities 3 5,500,000

14.2 Provide the following details for any securities convertible or exchangeable into common

shares of the |ssuer:

Share purchase options 180,000 180,000
Warrants? 400,000 — 4,000,000 400,000 — 4,000,000
Note
@ Exercisable at a price of $0.125 per share for a period of five (5) years from the date of grant.
2 Warrants have an exercise price of $0.40 per share and expire 18 months after the dated of issuance.
14.3 Provide details of any listed securities reserved for issuance that are not included in section

No additional securities exist.
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15. Executive Compensation

15.1 Attach a statement of executive compensation from form 40 of Regulation1015
of the Revised Regulations of Ontario, 1990 or any successor instrument and
describe any intention to make any material changes to that compensation.

The following table (presented in accordance with Form 51-102F6 — Statement of
Executive Compensation ("Form 51-102F6") pursuant to National Instrument 51-102 —
Continuous Disclosure Obligations) sets forth all annual and long term compensation for
services, in all capacities, to the Issuer in the most recent financial year ended December
31, 2008 (to the extent required by Form 51-102F6), in respect of the Chief Executive
Officer, Chief Financial Officer and each of Issuer's other three most highly paid
executive officers as at December 31, 2008 with annual compensation in excess of
$150,000, and any individual who would have satisfied these criteria but for the fact that
individual was not serving as such an officer at the end of the most recently completed
financial year (collectively, the "Named Executive Officers").

Annual Compensation Long Term Compensation
Awards
Sharesor
Securities Units
Under subject to
Name and Other Annual Options Resale LTIP All other
Principal Compensation granted Restrictio Payou Compensatio
Position Year Salary Bonus @ #) ns ts n
Bradley Romoff 2008 nil nil nil nil nil nil nil
President and
Chief Executive
Officer
Notes:

(1) Perquisites and other personal benefits, securities or property that do not in the aggregate exceed the less of $50,000
and 10% of the total of the annual salary and bonus for the Named Executive Officer for the financia year, if any, are
not disclosed.

(2) First Equity was formed on July 11, 2008 and commenced operating in March 2009. There were no salaries paid in
2008.

(3) Mr. Bruce Donald Baillio new C.E.O. of the Issuer will be expected to receive a base annual salary of $60,000.

15.2  Exception- Despite item 15.1, the disclosure required under Items 'V, VIII, IX
and X of Form 40 may be omitted.

16. I ndebtedness of Director s and Executive Officers

16.1 (1) Disclose in substantially the following tabular form all indebtedness (other than routine
indebtedness), and the other details prescribed in paragraph (2), for each individual who is,
or at any time during the most recently completed financial year of the Issuer was, a director
or executive officer of the Issuer, and each associate of such an individual,

(@ whoisindebted to the Issuer or a subsidiary of the Issuer; or
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16.2

(b)

No directors/officers are indebted to the Issuer.

whose indebtedness to another entity is the subject of a guarantee, support agreement,
letter of credit or other similar arrangement or understanding provided by the Issuer or
asubsidiary of the Issuer.

No directors/officers are indebted to the Issuer.

Include the following in the table required under paragraph 16.1:

@

(b)

(©

(d)

(€)

(f)

(9)

The name of the borrower (column (a)).
No director s/officers are indebted to the Issuer.

If the borrower is a director or executive officer, the principal position of the borrower; if
the borrower was, during the year, but no longer is a director or executive officer,
include a statement to that effect; if the borrower isincluded as an associate of a director
or executive officer, describe briefly the relationship of the borrower to any individual
who is or, during the year, was a director or executive officer, name that individual and
provide the information that would be required under this subparagraph for that
individual if he or she was the borrower (column (a))

No directors/officers are indebted to the Issuer.

Whether the Issuer or a subsidiary of the Issuer is the lender or the provider of a
guarantee, support agreement, letter of credit or similar arrangement or understanding
(column (b)).

No directors/officers are indebted to the Issuer.

The largest aggregate amount of the indebtedness outstanding at any time during the last
completed financial year (column (c)).

No directors/officers are indebted to the Issuer.

The aggregate amount of the indebtedness outstanding as at a specified date not more
than 30 days before the date of Listing Statement (column (d));

No directors/officers are indebted to the Issuer.

If the indebtedness was incurred to purchase securities of the Issuer or of a subsidiary of
the Issuer, separately for each class of securities the aggregate number of securities
purchased during the last completed financial year with the financia assistance (column

(e)
No directors/officers are indebted to the Issuer.

The security, if any, provided to the Issuer, a subsidiary of the Issuer or the other entity
for the indebtedness (column (f)).
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16.3

164

17.

No directorg/officers are indebted to the Issuer.

Disclosein the introduction to the table required under paragraph (1) the aggregate indebtedness
of al officers, directors, employees, and former officers, directors and employees of the Issuer
or asubsidiary of the Issuer outstanding as at a specified date not more than 30 days before the
date of the Listing Statement, that is owed to

(@

(b)

the Issuer or asubsidiary of the Issuer; or

No directors/officers are indebted to the I ssuer

another entity if the indebtedness is the subject of a guarantee, support agreement, letter
of credit or other similar arrangement or understanding provided by the Issuer or any of
its subsidiaries.

No director s/officers are indebted to the Issuer.

Disclosein afootnote to, or anarrative accompanying, the table required under paragraph (1)

(@ the material terms of the indebtedness and, if applicable, of each guarantee, support
agreement, letter of credit or other similar arrangement or understanding, including the
term to maturity, rate of interest and any understanding, agreement or intention to limit
recourse, and the nature of the transaction in which the indebtedness was incurred;

No directorg/officers are indebted to the Issuer.

(b) any materia adjustment or amendment made to the terms of the indebtedness and, if
applicable, the guarantee, support agreement, letter of credit or similar arrangement or
understanding; and
No directordofficers are indebted to the I ssuer.

(c) the class of the securities purchased with financial assistance from the Issuer or held as
security for the indebtedness and, if the class of securities is not publicly traded, al
material terms of the securities.

No directorg/officers are indebted to the Issuer.
Risk Factors

17.1 Describe the risk factors material to the Issuer that a reasonable investor would consider relevant

to an investment in the Issuer, such as cash flow and liquidity problems, if any, experience of
management, the general risks inherent in the business carried on by the Issuer, environmental and
health risks, reliance on key personnel, the arbitrary establishment of the offering price,
regulatory constraints, economic or political conditions and financial history and any other matter
that in the opinion of the Issuer would be most likely to influence the investor's decision to
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purchase, hold or sell the Issuer's securities. Risks should be disclosed in the order of their
seriousness in the opinion of the Issuer.

An investment in the Common Shares should be considered highly speculative due to the Issuer’s
present stage of development, the nature of its operations and certain other factors. An investment
in the Common Shares should only be made by persons who can afford the total loss of their
investment. Investments in small businesses involve a high degree of risk and investors should
not invest any funds in the Resulting Issuer unless they can afford to lose their entire
investment. A prospective investor should consider carefully the following factors, which assume
the completion of the Transaction.

The following are certain risk factors relating to the Issuer, and the Issuer's Business. The
following information is a summary only of certain risk factors and is qualified in its entirety by
reference to, and must be read in conjunction with, the detailed information appearing elsewhere
in this document. The risks and uncertainties described below are not the only risks and
uncertainties The Issuer faces. Additional risks and uncertainties not currently known to the Issuer
currently deems immaterial also may impair the Issuer's business operations. If any of the
following risks actually occur, the Issuer's business, results of operations and financial condition
could suffer. In that event the trading price of the Issuer's common shares could decline and
shareholders could lose all or part of their investment in.

Regulatory Regime

The profitability of the Business will be in part dependent upon the continuation of a favourable
regulatory regime with respect to the continuing operations and the future growth and
development of independent POS, prepaid debit and money lending. Should the regulatory regime
or the interpretation of the legislation in an applicable jurisdiction be modified in a manner which
adversely affects independent operators, including increases in taxes or increased regulatory
burdens (including burdens imposed by Interac, Cirrus, Maestro, Canadian Payments
Association, Visa and Plus), the Issuer's business may be adversely affected. The failure to obtain
all necessary licences or permits, including renewals thereof or modifications thereto, may

Business

If the Networks, like Interac, Visa, MasterCard, Plus, or Cirrus change their rules to alter the
financial terms under which acquirers and issuers operate, such a change could have an adverse
effect on the Issuer's business (or a positive effect, depending on the direction of the change).
Some examples of the types of financial terms that the Networks have the power to change under
their rules include: changing of amounts of interchange that is paid to/by card issuers or
transaction acquirers, adjusting the fees paid by card issuers and/or transaction acquirers to the
Network, creating new fees or levies charged to card issuers and/or transaction acquirers,
changing the rules for allocating the liability for fraudulent transactions and their associated
costs, changing the requirements for connecting to the network for transaction processing,
eliminating or restricting the use of surcharging, allowing non-financial institution members to
deploy or process transactions, increasing Network association fees charged to card issuers or
transaction acquirers, changing their rules so that different rules/fees apply to financial
institutions versus non financial ingtitution terminal deployers or processors, and changing or
adding new monetary sanctions for breaches of network rules. If such changes result in increased
costs or decreased revenue for the Issuer, the Issuer may or may not be able to recover the
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difference by altering the terms of the contracts the Issuer has with the Issuer's customers (or the
Issuer may not be able to make the necessary adjustments until the terms of existing contracts
reach the end of their current term).

If Interac, MasterCard or VISA mandate a hardware or software security upgrade for POS and
debit cards, or change the rules and regulations around approved devices, members or security,
the Issuer's business may be adver sely impacted.

Security upgrades are required under Interac, MasterCard, and Visa rules. These upgrades
include the requirements to have: (a) EMV (Europay, MasterCard, Visa) certified chip card (the
replacement technology for the historical magnetic stripe cards) software/readers, and (b)
network approved encrypted PIN pad ("EPP") devices, installed on all debit terminals thereby
providing the ability to accept EMV chip card transactions.

The Issuer's operations are subject to a variety of federal laws, provincial laws and the rules of
various financial networks ("Networks"), including Interac, Cirrus, Maestro, Visa and Plus. Also,
the Issuer or the entities with whom the Issuer contracts are subject to the jurisdiction of various
government agencies and departments, including the Office of the Superintendent of Financial
Institutions ("OSFI"), the Canadian Payments Association (the "CPA"), Canadian Deposit
Insurance Corporation ("CDIC"), Financial Transactions and Reports Analysis Centre of Canada
("FINTRAC"), various Provincial regulators of consumer transaction laws and financial services
(for example, Alberta Superintendent of Financial Institutions ("ASFI"), British Columbia
Financial Institutions Commission ("FICOM"), The Financial Services Commission of Ontario
("FSCO") and the offices of Provincial privacy commissioners). Any arrangements between the
Issuer Group and DC Bank (i.e. transactions between "related parties’ and "outsourcing"
arrangements) are also subject to regulation/scrutiny by OSFI as the regulator of federal banks.
Some of the more common areas where regulatory compliance can become relevant to operation
of the Issuer's business include (a) anti-money laundering ("AML") reguirements which includes
reporting of suspicious transactions and checking of customer names against various lists of
terrorist organizations, (b) know your client ("KYC") requirements (c) fee disclosure requirements
("FDR"), (d) identification of politically exposed foreign persons ("PEFP") and collection of
additional information regarding PEFP transactions. Although the cost of compliance with such
reguirements historically has not been material to the Issuer, such laws or regulations are subject
to change and accordingly, it is impossible to predict the cost or impact of such laws or
regulations on its future operations. Each of the Networks, the CPA and other regulators are
constantly reviewing, revising and updating their rules and regulations with a view to addressing
and regulating new business practices, the needs of the marketplace and generally to meet their
public interest mandates. If any of the Networks or government agencies that regulate financial
institutions change their rules (or their interpretation of the rules) so as to increase the
administrative burdens necessary to operate the Issuer's Cash Card program (for example,
requiring that each Cash Card customer become a customer of the financial institution and
provide the necessary information to open and maintain a separate deposit account), such
changes/increased costs could negatively impact cash distributions. If other legislation not
directly dealing with financial institutions (for example, the Tax Rebate and Discount Act
(Canada)) or legidation similar to the legislation introduced to regulate "gift" cards, is passed to
restrict or limit the ability to charge fees on Cash Cards, this may make the use of Cash Cardsin
such applications uneconomic (or reduce the Issuer's per card profitability in such applications),
and thereby possibly reducing the Issuer's cash flow.
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Payday Loan Companies

The majority of the customers for Cash Cards are payday loan and cheque cashing companies,
and this industry is currently subject to a large number of class action lawsuits and regulatory
inquiries which could adversely impact the volume of business that the Issuer realizes from these
companies. Card Capital Inc. (one of the predecessors from whom the Issuer acquired the Cash
Card assets) has been named as a defendant in one class action lawsuit which is being actively
defending and which the Issuer believes has no merit. Card Capital Inc. is indemnified for this
claim pursuant to its merchant agreement with the payday loan provider who has been named as a
party to this lawsuit. The Issuer has a payday loan customer which accounts for over 15% of the
Issuer's overall revenues. Most Provinces are in the process of passing legisation and/or
regulations to regulate the payday loan industry (including setting maximum fees and interest for
payday loan operators). Some of these regulations include regulations on how payday loan
operators may use cash cards to fund payday loan. Most of the Provinces have not yet set
maximum interest/fee structures yet. In many of those jurisdictions where maximum interest/fees
have been proposed, many payday operators have complained that the maximum rates and
charges set are too low. In the result, there is a possibility that some pay day operators might
decide to discontinue operations in some jurisdictions if either (a) criminal prosecutions or civil
law suits (in Provinces where Section 347 still applies); or (b) compliance with Provincial pay day
loan regulatory requirements (in Provinces exempted from Section 347) make continued
operations unprofitable. If any of the Issuer's larger Cash Card merchant customers involved in
the pay day loan business were to cease operations in all of Canada or in particular Provinces
this could negatively impact the Issuer's revenue in the Cash Card business.

Network and I nternal Fraud

If a fraud occurs on any of the Networks, this could result a cost to the Issuer if it is determined
that the breach is a result of our negligence or failure to follow Network rules or regulations (or
where the fault is not the Issuer's but the perpetrator of the fraud cannot be located or cannot be
collected from). As new methods of intrusion and fraud emerge in the industry, the Issuer may
have to incur significant additional costs to implement additional security precautions (which may
be undertaken by the Issuer voluntarily or as a result of Network rule changes). Furthermore, the
occurrence of frauds can result in a loss of consumer confidence which may result in declining
transaction volumes at Debit Terminals. Any of these circumstances could lead to the Issuer' cash
flow being adversely impacted.

Software Viruses and Network I ntrusion

The Issuer maintains many different networks and management information systems (some of
which are interconnected) and some of which are connected to the internet or to other external
networks. The Issuer may be susceptible to viruses and network intrusions by third parties.
Furthermore, network intrusions that occur on outside networks (or the internet) that the Issuer
connects to can spread to the Issuer. Any intrusion or virus could impact the performance of the
transaction processing capabilities of the Issuer and in a worst case scenario could require
temporary shut down of the affected systems (and the related services offered by the Issuer), and
compromise information about customers, users and employees. Systems that are accessed
through the internet are also subject to "denial of service" attacks - these attacks do not involve an
intrusion into the system but can effectively make the systems unavailable to the Issuer's
customers’employees. The Issuer maintains significant and complex security policies and
procedures to manage these risks, some of which include intrusion detection software, virus
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monitoring software, IP blocking, IP tracking software, complex encryption for transactions,
networ k monitoring and reporting solutions as well as application and data base level restrictions
and controls through network design and implementation.

Uninsured and Underinsured L osses

The insurance coverage currently maintained by the Issuer is in the form of comprehensive
property and casualty insurance, including coverage in respect of claims for bodily injury or
property damage arising out of assets or operations. In many of the Issuer's customer contracts,
the customer is required to maintain insurance with the Issuer named as a loss payee. The Issuer
has not always carried out annual verification that such customers have the necessary insurance
in place. The Issuer has introduced a program where customers who are required to provide such
insurance can pay a per transaction to the Issuer in exchange for the Issuer's agreement to waive
the requirement for the customer to provide such insurance. Even in cases where customers
remain contractually obligated to maintain insurance for the Issuer's benefit it is possible that
when a loss occurs the necessary insurance will not be in place or will deny coverage.
Historically, the Issuer self-insured those Debit Terminals and cash that the Issuer had
responsibility for. The Issuer also self-insures risks associated with network/system fraud and
intrusions. the Issuer does carry insurance for cash in transit. As a result, not all risks facing the
Issuer are now or will be covered by insurance, and no assurance can be given that insurance will
be consistently available or will be consistently available on an economically feasible basis or
that the amounts of insurance will at all times be sufficient to cover each and every loss or claim
that may occur involving the assets or operations of the Issuer. In particular, damage caused by
an accidental or natural disaster to any or all of the Issuer's office/warehouse facilities, including
the the Issuer Switch, may have a material adverse affect on the Issuer's operations.

Dependency on Networks and Other Counterparties for a Number of Contracts and Business
Arrangements

The Issuer depends (directly or indirectly) on a number of Networks and counterparties in the
conduct of the Issuer's Business, including Interac, MasterCard, Visa, Plus, Cirrus, Moneris
Solutions Corp. and equipment vendors. There can be no assurance that any of these
counterparties will be able to continue to perform their respective obligations and contracts or
that the Issuer will be allowed to continue its memberships with applicable Networks. An
interruption in or the termination of any contract or business arrangement by any counterparty,
including, in relation to the Issuer's access to Networks, the Issuer's inability to make alternative
arrangements in a timely manner, or at all, could have a material adverse effect on the Issuer's
Business, financial condition and operating results. In addition, the Issuer periodically negotiates
renewal terms for these contracts, business arrangements and memberships and there can be no
assurance that such renewal terms will remain acceptable to the Issuer or any such counterparty
or Network. An interruption in the Issuer's relationship with certain of these counterparties could
materially adversely affect the Issuer's ability to process Debit Terminal and Cash Card
transactions. If the Issuer were to lose the Issuer's access to Interac or Master Card member ships,
this would immediately result in a material adverse effect to the Issuer's business. There can be no
assurance that the Issuer would be able to find alternate supplies or sources of distribution in a
timely manner.

FORM 2A—-LISTING STATEMENT
October 27, 2009
(nsX
CANADIAN NATIONAL
STOCK EXCHANGE

Page 53 of 64



Clients, Contracts & Market Saturation

The Issuer may be unable to maintain and expand the Issuer's customer base and may not be able
to renew the Issuer's contracts on the same or similar terms and conditions as that which
presently exist. The Debit Terminal Markets may reach saturation and organic growth may be
limited to market size. As well, profitability may be affected by a number of factors including the
expiry or termination of existing Placement Contracts, Processing Contracts or card management
contracts. the Issuer may not be able to enforce the terms of certain of the Issuer's contracts
depending on the laws of the applicable jurisdiction. Certain large clients (for example large
chain operations that subscribe to the Issuer's prepaid Cash Card system) represent significant
portions of the Issuer's revenue. The loss of only a small number of these large clients could
significantly and negatively affect the I ssuer's revenue, profitability and cash flow.

Competition and Technological Change

The Debit Terminal and prepaid products businesses are highly competitive. The Issuer's
competitors include some of the major financial ingtitutions in Canada who have greater financial
and human resources and greater name recognition than the Issuer. As well, if existing or new
competitors gain market share, the Issuer's business and operating results could be adversely
affected. The Issuer's future and existing competitors could also introduce products with superior
features and functionality at lower prices than the the Issuer's products, and could potentially
bundle existing or new products with other more established products in order to compete with the
Issuer. The introduction of new technologies, and any potential limitations or changes to the
Issuer's network or changes to security requirements could all have a materially adverse impact
on the Issuer's Business. Competitors could also gain market share by acquiring or forming
strategic alliances with other competitors. If existing or future competitors seek to gain or retain
market share by reducing margin on products sold, the Issuer may also be required to reduce the
Issuer's margins or the Issuer's fee structure or increase amounts payable to third parties,
retailers, sales agents and resellers, which may reduce the Issuer's revenue and Distributable
Cash.

Telecommunications | nfrastructure

The Issuer's business relies on the telecommunications network, and Internet network of certain
major telephone and telecommunication suppliers in Canada. Any prolonged disruption of the
telecommuni cations network, or Internet that provides the backbone or connection to the Issuer's
business would have an adverse effect on the Issuer's business as the Issuer would be unable to
process Debit Terminal, Cash Card and PrePaid Product transactions.

Requirement for Additional Capital

Actual expenses may exceed the Issuer's projected amounts and/or actual revenues may be less
than the Issuer currently projects, in which case the Issuer may need to raise additional funds
from lenders and equity markets in the future In addition, the Issuer may choose to raise
additional financing in order to capitalize on perceived opportunities in the marketplace that may
accelerate the Fund's growth objectives. the Issuer's (and the Fund's) abilities to arrange such
financing in the future will depend in part on the prevailing capital market conditions as well as
the Issuer's business performance. There can be no assurance that the Issuer or the Fund will be
successful in its efforts to arrange additional financing, if needed, on terms satisfactory to the
Issuer. If additional equity or debt financing is raised by the issuance of Participating Trust Units,
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control of the Fund may change and Fund Unitholders may experience dilution to their equity
interest in the Fund.

Liabilities from Acquisitions

Part of the Issuer's business strategy includes pursuing acquisition opportunities in the Debit
Terminal and prepaid products industries. While the I ssuer's acquisition process typically includes
extensive due diligence on the business or assets to be acquired, and the Issuer's acquisition
agreements typically include detailed representations and warranties respecting the business or
assets being acquired, there can be no assurance that the Issuer would not become subject to
certain undisclosed liabilities in proceeding with such transactions. The Issuer has also completed
a number of acquisitions and there may exist liabilities associated with the acquired assets that
the Issuer failed or was unable to discover in the Issuer's due diligence prior to the consummation
of these acquisitions. To the extent that prior owners of businesses failed to comply with or
otherwise violated applicable laws, the Issuer, as a successor-owner, may be financially
responsible for these violations. The discovery of any material liabilities could have a material
adver se effect on the Issuer's Business, financial condition and future prospects.

Credit Risk

The Issuer's ability to collect amounts due or realize the Issuer's security on the Issuer's clients
may affect distributions.

Alternative Payments

Alternative payment options could be developed that change individuals' requirements to make
purchases with debit cards or credit cards. Some new payment technologies that have emerged in
the past few years include paypass systems and payment systems that utilize features built into
cellular phones. To date these alternative technologies have not had a measurable impact.
However, these technologies and new technologies developed in the future could become more
prevalent and thereby negatively impact the Issuer's Business.

Need to Manage Growth Effectively

If the Issuer fails to manage the Issuer's growth effectively, the Issuer's business and operating
results could be adversely affected, which could cause the market price of the Participating Trust
Units to fall. The Issuer expects to continue to grow the operations of the Issuer domestically and
internationally, and to hire additional employees. The growth in the Issuer's operations and staff
has placed, and will continue to place, a strain on existing management systems and resources. |If
the Issuer fails to manage the Issuer's future anticipated growth, the Issuer may experience higher
operating expenses, and the Issuer may be unable to meet the expectations of Fund Unitholders,
securities analysts or prospective investors with respect to future operating results.

Proprietary I nformation

the Issuer relies on a combination of copyright, trademark and trade secret laws, confidentiality
procedures, contractual provisions and other measures to protect its proprietary information. All
of these measures afford only limited protection. These measures may be invalidated,
circumvented or challenged. Despite the Issuer's efforts to protect proprietary rights,
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18.

181

unauthorized parties may attempt to obtain or use information that the Issuer regards as
proprietary.

Additional Financing Requirements and Access to Capital

Since incorporation, Freeport has raised funds from the sale of equity securities to the public.
The Resulting Issuer anticipates ongoing requirements for funds to support business
development. The Resulting Issuer may seek to obtain additional funds for these purposes
through public or private equity or debt financing. There can be no assurance that additional
funding will be available at all or on acceptable terms to the Resulting Issuer.

Market for Securities and Volatility of Share Price

A public trading market in Common Shares having the desired characteristics of depth, liquidity
and orderliness depends on the presence in the marketplace of willing buyers and sellers of
Common Shares at any given time, which presence is dependent on the individual decisions of
investors over which the Resulting Issuer has no control.

There can be no assurance that an active trading market in securities of the Resulting Issuer will
be established and sustained. The market price for the resulting Issuer's securities could be
subject to wide fluctuations, which could have an adverse affect on the market price of the
Resulting Issuer. The stock market has, from time to time, experienced extreme price and volume
fluctuations, which have often been unrelated to the operating performance of particular
companies.

Limited History

The Resulting Issuer is a newly-formed entity and has no prior operating history upon which an
investor can base its prediction of future success or failure. The Resulting Issuer will be subject
to all of the business risks and uncertainties associated with any new enterprise, including the
risk that it will not achieve its growth objective. Although the Resulting Issuer anticipates
achieving its objectives in the next twelve-month period, it may take several years to achieve a
positive cash flow from operations.

Dependence on Key Personnel

The success of the Resulting Issuer depends in substantial part upon the skill and expertise of its
management and its ability to attract and retain key personnel. The loss of service to the
Resulting Issuer of one or more of its executives could have a material adverse effect on the
Resulting Issuer. The Resulting Issuer competes with numerous other companies for the
recruitment and retention of qualified employees and contractors.

Promoters

For a person or company that is, or has been within the two years immediately preceding the
date of the Listing Statement, a promoter of the Issuer or of a subsidiary of the Issuer state

(@)  the person or company's name;
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Brad Romoff and Scott Pritchard would be considered promoters of the Issuer within the
past 2 years.

(b) the number and percentage of each class of voting securities and equity securities of the
Issuer or any of its subsidiaries beneficially owned, directly or indirectly, or over which
control is exercised;

600,000 shares, representing 16.7% of the 3,600,000 issued and outstanding shares.

(c) the nature and amount of anything of value, including money, property, contracts,
options or rights of any kind received or to be received by the promoter directly or
indirectly from the Issuer or from a subsidiary of the Issuer, and the nature and amount
of any assets, services or other consideration therefor received or to be received by the
Issuer or asubsidiary of the Issuer; and

N/A.

(d) for an asset acquired within the two years before the date of the Listing Statement or
thereafter, or to be acquired, by the Issuer or by a subsidiary of the Issuer from a
promoter

(i)  theconsideration paid or to be paid for the asset and the method by which the
consideration has been or will be determined,

N/A.

(ii)  the person or company making the determination referred to in subparagraph (i)
and the person or company's relationship with the Issuer, the promoter, or an
associate or affiliate of the Issuer or of the promoter, and

N/A.

(iii)  the date that the asset was acquired by the promoter and the cost of the asset to the
promoter.

N/A.

If a promoter or past promoter referred to in paragraph (1) has been a director, officer or
promoter of any person or company during the 10 years ending on the date of Listing Statement,
that

(@) was the subject of a cease trade or similar order, or an order that denied the person or
company access to any exemptions under Ontario securities law, for a period of more
than 30 consecutive days, state the fact and describe the basis on which the order was
made and whether the order is still in effect; or

N/A.

(b)  became bankrupt, made a proposal under any legidation relating to bankruptcy or
insolvency or been subject to or instituted any proceedings, arrangement or compromise
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184

19.

191

20.

20.1

with creditors or had a receiver, receiver manager or trustee appointed to hold its assets,
state the fact.

N/A.

Describe the penalties or sanctions imposed and the grounds on which they were imposed or
the terms of the settlement agreement and the circumstances that gave rise to the settlement
agreement, if a promoter or past promoter referred to in paragraph (1) has

(@ been subject to any penalties or sanctions imposed by a court relating to Canadian
securities legidlation or by a Canadian securities regulatory authority or has entered into
a settlement agreement with a Canadian securities regulatory authority; or

N/A.

(b) been subject to any other penalties or sanctions imposed by a court or regulatory body
that would be likely to be considered important to a reasonable investor in making an
investment decision.

N/A.

If a promoter or past promoter referred to in paragraph (1), or a personal holding company of
such promoter, has, within the 10 years before the date of the Listing Statement, become
bankrupt, made a proposal under any legidation relating to bankruptcy or insolvency, or been
subject to or ingtituted any proceedings, arrangement or compromise with creditors, or had a
receiver, receiver manager or trustee appointed to hold the assets of the director or officer,
state the fact.

N/A.

L egal Proceedings

Describe any legal proceedings material to the Issuer to which the Issuer or a subsidiary of the
Issuer is a party or of which any of their respective property is the subject matter and any such
proceedings known to the Issuer to be contemplated, including the name of the court or agency,
the date instituted, the principal parties to the proceedings, the nature of the claim, the amount
claimed, if any, if the proceedings are being contested, and the present status of the proceedings.

No itemsto report.

Interest of Management and Othersin Material Transactions

Describe, and state the approximate amount of, any materia interest, direct or indirect, of any
of the following persons or companies in any transaction within the three years before the date
of the Listing Statement, or in any proposed transaction, that has materially affected or will
materially affect the Issuer or a subsidiary of the Issuer:

@ any director or executive officer of the Issuer.

FORM 2A—-LISTING STATEMENT
October 27, 2009
(nsX
CANADIAN NATIONAL
STOCK EXCHANGE

Page 58 of 64



21,

211

21.2

22.

22.1

22.2

23.

231

23.2

No material transactions with any director or executive officer.
(b a security holder disclosed in the Listing Statement as a principal shareholder.
No material transactions with principal shareholders.

(© an associate or affiliate of any of the persons or companies referred to in paragraphs 1
or 2.

No material transactions with associates or affiliates.
Auditors, Transfer Agentsand Registrars
The auditor of the Issuer is WSBG LLP, 1155, Rene-Levesque Blvd. West, Suite 2010, Montreal,
Quebec, H3B 238.

Theregistrar and transfer agent for the common shares of the Issuer is CIBC Mellon Trust and
its office is situated at 320 Bay Street, P.O. Box 1, Toronto, Ontario M5H 4A6.

Material Contracts

Give particulars of every material contract, other than contracts entered into in the ordinary
course of business, that was entered into within the two years before the date of Listing
Statement by the Issuer or asubsidiary of the Issuer.

License agreement between SmartCard Marketing Systems Inc. and First Equity
If applicable, attach a copy of the co-tenancy, unitholder’s or limited partnership agreement.
Operating agreement attached

Interest of Experts

Disclose all direct or indirect interests in the property of the Issuer or of a Related Person of the
Issuer received or to be received by a person or company whose profession or business gives
authority to a statement made by the person or company and who is named as having prepared or
certified a part of the Listing Statement or prepared or certified a report or valuation described or
included in the Listing Statement.

WSBG LLP, Feldman Rolland Sauvé LLP, Burnet Duckworth and Palmer LLP and Evans &
EvansInc.

Disclose the beneficial ownership, direct or indirect, by a person or company referred to in Item
23.1 of any securities of the issuer or any Related Person of the issuer.

No such beneficial ownership exists.
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234

24,

24.1

25.

251

252

For the purpose of Item 23.2, if the ownership isless than one per cent, a general statement to
that effect shall be sufficient.

No such beneficial ownership exists.

If a person, or adirector, officer or employee of a person or company referred to in Item 23.1 is
or is expected to be elected, appointed or employed as a director, officer or employee of the
issuer or of any associate or affiliate of the issuer, disclose the fact or expectation.

No such person described in Item 23.1 is expected to be elected, appointed or employed as a
director, officer or employee of the I ssuer.

Other Material Facts

Give particulars of any material facts about the Issuer and its securities hat are not disclosed
under the preceding items and are necessary in order for the Listing Statement to contain full, true
and plain disclosure of al materia facts relating to the I ssuer and its securities.

No other facts exist.

Financial Statements

Provide the following audited financial statement for the I ssuer:

(@

(b)

Copies of al financial statements including the auditor's reports required to be
prepared and filed under applicable securities legislation for the preceding three years
asif the issuer were subject to such law; and

See attached.

acopy of financia statements for any completed interim period of the current fiscal
year.

See attached.

For Issuers re-qualifying for listing following a fundamental change provide

(@

(b)

(©)

the information required in Items 5.1 to 5.3 for the target;
Seeltem5.1and 5.3.

financial statement for the target prepared in accordance with the requirements of
Parts 4, 5, 6, 7, 8 and 9 of OSC Rule 41-501 asiif the target were the I ssuer;

N/A
pro forma consolidated financial statements for the New Issuer giving effect to the

FORM 2A—-LISTING STATEMENT
October 27, 2009
(nsX
CANADIAN NATIONAL
STOCK EXCHANGE

Page 60 of 64



transaction for:
(i) thelast full fiscal year of the Issuer and
See attached

(ii) any completed interim period of the current fiscal year.

See attached.
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CERTIFICATE OF THE ISSUER

Pursuant to a resolution duly passed by its Board of Directors, (full legal name of the Issuer), hereby
applies for the listing of the above mentioned securities on CNSX. The foregoing contains full, true and
plain disclosure of al material information relating to (full legal name of the Issuer). It contains no
untrue statement of a material fact and does not omit to state a material fact that is required to be stated
or that is necessary to prevent a statement that is made from being false or misleading in light of the
circumstances in which it was made.

Dated at Montreal

This 23 day of _November, 2009

" Bruce Donald Baillio* “Michael Tasillo”
Bruce Donald Baillio, Chief Executive Officer Michael Tasillo, Chief Financia Officer
and Director and Director

“ Anthony Barone’

Anthony Barone, Director
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OPERATING AGREEMENT
FIRST EQUITY LLC

MARCH 1/7/TH 2009
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OPERATING AGREEMENT FOR
CELEBRITY BABYLON.COM, LLC

Recital

This Operating Agreement is entered into effectis of April 1& 2009, among the
persons who are signatories to this Agreement laaitl govern the relationship among Members of
Company and between Company and Members, pursutrg Act and the Articles, as either may
be amended from time to time. In considerationttedir mutual promises, covenants, and
agreements, the parties hereto as signatoriesstd\gineement do hereby promise, covenant, and
agree as follows:

ARTICLE |

I ntroductory Matters

11 FORMATION AND PURPOSES

Pursuant to the Act, Michele Tasillo, Donald Brugaillio and Variance Strategy
LLC acknowledge that they are managing Memberdeflimited liability Company, organized
under the laws of the State of Delaware, knownirs$ Equity Strategy LLC, whose certificate was
filed effective Julylf 2008 (A copy of the Certificate of Formation isaahed). The purposes for
the organization of the Company shall primarily\wghout limitation, to:

)] Operate a business which shall provide soluttonsmall and home-based
retailers with regards to financial transactionsioclr shall, among other
things consist of the following three segments:

a) POS in a Box — A retail package containing evengha small retailer
needs to start accepting debit cards for payment.

b) Prepaid Debit Cards — Prepaid MasterCard and Vasdscwill be
marketed to businesses and co-branded with chentegsors and
payday loan companies.

c¢) Short-term Cash Services for Money Lending Busieess the
Company will provide loan capital to small, indedent short-term
loan businesses, like payday loan, car title loaad @awn loan
companies.



Company affaires shall be regulated and governethdyaws and statutes governing the state of
Delaware.

1.2 REGULATION OF INTERNAL AFFAIRS BY OPERATING
AGREEMENT

Consistent with the Articles and the Act, thesinal affairs of Company and the
conduct by its business shall be regulated byAgigement as it shall be amended by Members
from time to time.

1.3 LAWS GOVERNING OPERATING AGREEMENT

The Agreement is subject to, and governed byptaedatory provisions of the Act
and the Atrticles filed with the Secretary of State,both are amended from time to time. In the
event of a direct conflict between the provisiohthe Agreement and the mandatory provisions of
the Act or the provisions of the Articles, suchyis@mns of the Act or the Articles, as the case may
be, will be controlling.

1.4 TERM OF OPERATING AGREEMENT

The term of the Agreement shall commence on M&#h2008 and shall continue
as provided by law, unless the Company is eaignihated upon its voluntary or involuntary
dissolution.

15 USE OF FULL LEGAL NAME REQUIRED

All business of Company shall be conducted utidemame First Equity Strategy
LLC until such time as Members shall designate milse and file amendments to the Articles in
accordance with applicable laws. The phrase "LLKAllsalways appear as part of the name of
Company on all correspondence, stationary, chécksices and any and all documents and papers
executed by Company and as otherwise requireddogch

1.6 NO INDIVIDUAL AUTHORITY FOR A MEMBER

No Member that is not a Manager, acting alonall $tave any authority to act for,
or to undertake or assume, any obligation, delby, @uresponsibility on behalf of the Company.

1.7 LIMITATIONS ON POWER TO CONTRACT DEBTS

Except as otherwise provided in this Agreemealutting Subparagraph 3.3.B, no



debt shall be contracted or liability incurred lsyoa behalf of Company, except by one (1) or more
of its Managers if management of Company has bested by the Members in a Manager or
Managers and is within the scope of the powersritiestin Paragraph 3.3 or, if management of
Company is retained by Members, then by any Memab@rovided in the Articles.

1.8 TITLE TO ALL PROPERTIES IN NAME OF COMPANY

Real and personal property owned or purchase@€dypany shall be held and
owned, and conveyance made, in the name of Compastiuments and documents providing for
the acquisition, mortgage or disposition of propeft Company shall be valid and binding upon
Company, except as otherwise limited in the Agregnmeluding Subparagraph 3.3.B., if executed
by one (1) or more Managers of Company or one (linore Members of the Company if
management has been retained in the Members of &gmp

1.9 MAINTENANCE OF REGISTERED OFFICE AND AGENT FOR
SERVICE OF PROCESS IN DELAWARE

Company shall have an agent for service of psiceBelaware who may be either a
natural person or a corporation meeting the quatifins of Section §18-104 of the Limited
Liabilty Company Act of Delaware. Every agent fensce of process must have a street address
for the service of process in Delaware. Within a9glafter changing the location of his office from
one address to another in this state, an agersefoice of process must file a certificate with the
Secretary of State setting forth the names ofithigeld liability companies represented by him, the
address at which he, she, or it has maintainedfftoe for each of the limited liability companies,
and the new address to which the office is traredfieinitially, Agent for service of process stz
Caroline Quigley, having her office at Trolley Sgeiesuite 20C, Wilmington, Delaware, 19806.

1.10 REQUIRED MAINTENANCE OF RECORDS IN DELAWARE

Company shall continuously maintain a registesite in the State of Delaware
which may but need not be a place of its busime#iss state, at which it shall keep:

a. A current list of the full name and last knowrsiness address of each Member and of each
holder of an economic interest in the Company phalbetical order together with the
Capital Contribution and Percentage Share in rigttpand net losses of each such person;

b. If the Articles provide Company is to be managgdne or more managers and not by all
of its members, a current list of the full name dndiness or residence address of each
manager;



C. A copy of the filed Certificates of Formationdaall amendments thereto, together with any
powers of attorney pursuant to which the Certiisabf Formation or any amendments
thereto were executed;

d. Copies of Company's federal, state and locanmectax returns or information returns and
reports, if any, for the six (6) most recent taraj@ars;

e. A copy of the Agreement and any amendments tthetegether with any powers of
attorney pursuant to which any written operatingeament or amendments were executed,;
and

f. Copies of financial statements of Company fergtx (6) most recent taxable years; and

1.11 RECORDS OF COMPANY SUBJECT TO INSPECTION

Records kept pursuant to this section are suljettspection and copying at the
reasonable request, and at the expense, of any &tetabng ordinary business hours.

1.12 PLACES OF BUSINESS OUTSIDE STATE OF DELAWARE

Members may identify other places of busines€ompany outside the State of
Delaware, appoint agents for service of processnaake filings as may be required or desirable
under the laws of such other places.

1.13 FILING OF FICTITIOUS BUSINESS NAME STATEMENT

Members shall file such Fictitious Business N&tegements as may be required or
desirable under the laws of such places outsidé&tae of Delaware in which it holds assets or
conducts business activities.

1.14 OTHER FORMATION MATTERS

A. Maintenance of Company Minute Book

Members shall authorize the maintenance of agaom Minute Book to
include the Certificate of Formation, the Operathkggeement and any amendments thereto and the
minutes of meetings (or consents in lieu of mes)ingf Members and Managers and other
important documents of Company.
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B. Establishment of Bank Accounts

Members shall authorize the establishment of onemore depository
accounts for the funds of Company and designatopsrauthorized to draw against such accounts
on behalf of Company (more specifically describlsdwhere in the Agreement).

C. Reimbursement of Expenses of Organization

Members shall authorize Company to pay its exgeiof organization and to
reimburse any person advancing funds for this m&po

D. Signature required

At any given time, and for any disbursementh® €ompany, the signature
of Michele Tasillo and either one of Donald Brucali® or a duly authorized manager of Variance
Strategy LLC shall be required.

1.15 MINIMUM OF TWO MEMBERS

The Company shall at all times have at leastrhembers.

1.16 DEFINITIONS OF TERMS

The terms used in the Agreement with their ihigers capitalized, shall, unless the
context otherwise requires, have the meanings fsgan this Paragraph 1.16 or, if not defined in
this Paragraph 1.16, elsewhere in the AgreemeifiterMised in the Agreement, the following terms
shall have the meanings set forth below:

A. "Act" shall mean the Limited Liability Company Act amended from time
to time.

B. "Affiliate" shall mean any individual, partnership, corpamtitrust, or other
entity or association, directly or indirectly, thigh one or more intermediaries, controlling,
controlled by, or under common control with the Mem The term “control," as used in the
immediately preceding sentence, means, with respextorporation the right to exercise, directly
or indirectly, more than 50 percent of the votinghts attributable to the controlled corporation,
and, with respect to any individual, partnershipst; other entity or association, the possession,
directly or indirectly, of the power to direct caiuse the direction of the management or policies of
the controlled entity.
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C. "Agreemeritshall mean this Operating Agreement between aliders of
Company regulating the affairs of Company and thedact of its business, as originally executed
and as amended or restated from time to time, laaltl refer to the Agreement as a whole, unless
the context otherwise requires.

D. "Articles' shall mean the Articles of Organization for Compabriginally
filed with the Secretary of State of Delaware, ulthg all amendments thereto or restatements
thereof and shall mean the Articles as a wholessrtlee context otherwise requires.

E. "Bankruptcy shall mean(i) the entry of a decree or order for relief against
Member by a court of competent jurisdiction in amyoluntary case brought against the Member
under any bankruptcy, insolvency or other similaw I(collectively, "Debtor Relief Laws")
generally affecting the rights of creditors andefebf debtors now or hereafter in effe(i) the
appointment of a receiver, liquidator, assignestamlian, trustee, sequestrator or other similantage
under applicable Debtor Relief Laws for the Membeffor any substantial part of its assets or
property;(iii) the ordering of the winding up or liquidation oMember's affairs(iv) the filing of a
petition in any such involuntary bankruptcy caskicl petition remains not dismissed for a period
of 180 days or which is not dismissed or susperu@duant to Section 305 of the Federal
Bankruptcy Code (or any corresponding provisioamf future United States bankruptcy lag);
the commencement by a Member of a voluntary caderuamy applicable Debtor Relief Law now
or hereafter in effect(vi) the consent by a Member to the entry of an orderrdlief in an
involuntary case under any such law or to the ayppw@nt of or the taking of possession by a
receiver, liquidator, assignee, trustee, custodsmguestrator or other similar agent under any
applicable Debtor Relief Laws for the Member orday substantial part of its assets or property; or
(vii) the making by a Member of any general assignneerihé benefit of its creditors.

F. "Capital Accouritshall mean the amount of the capital interest Mfember
determined in accordance with Article IV of the Agment.

G. "Capital Contributiohshall mean the value of any money, property, rothe
than loans, (including promissory notes or othandinig obligation to contribute money or
property), as a Member, as shown in Exhihibé the same may be amended from time to time.

H. "Codé shall mean the Internal Revenue Code of 198Gnasnded. All
references herein to sections of the Code shadlldeany corresponding provision or provisions of
succeeding law.

l. "Company shall mean FIRST EQUITY STRATEGY LLC

J. "Distributiori means a transfer of money or property by Companits
Members without consideration.

K. "Disassociation Evehfor Company means with respect to any Member one
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or more of the following:
I. When the period fixed for the duration of then@any expires;
. By the unanimous written agreement of all Mensber

iil. Upon the death, retirement, resignation, egjmud, bankruptcy or dissolution of a Member,
or occurrence of any other event which terminaisthér continued membership in the
Company, including but not limited to, the desodransfer their Membership Interest to a
third party, unless the business of the Compangnsinued by the consent of the remaining
Members under a right to do so stated in the Axiclf the Company.

L. "Economic Interestshall mean the right to share in the net profiég,losses,
deductions, credits or similar items and to receigéributions from Company but such term shall
include neither Management and Voting Rights ndorination Rights except as provided in
Subchapter VI of the Act.

M. "Information Rights means the right to inspect, copy or obtain infation
and documents concerning the affairs of Compampr@sded in Section §18-305 of the Act and in
Paragraphs 6.3 and 6.4 of the Agreement.

N. "Interest means singly or collectively as the context iatls any or all of
the rights of ownership of a Membership Interes€ampany including Economic Interest, Voting
and Management Rights and Information Rights.

O. "Management and Voting Rightshall be those rights of a Member
described in Atrticle Ill of the Agreement as thegynbe limited in the Agreement, the Articles and
the Act.

P. "Managér shall be a person elected by Members of Companydnage
Company and is qualified under the Agreement asaarer of an Interest in Company.

Q. "Membet shall mean each person (other than any person hdm
withdrawn, been expelled, died, retired or dissiveho has been admitted to Company as a
Member in accordance with the Articles and the Agrent.

R. "Membership Interéstn Company shall mean the entire ownership istere
of a Member in Company at any particular time, udehg collectively Economic Rights,
Management and Voting Rights and Information Rigbtssuch Member as provided in the
Agreement and under the Act, together with thegalilbns of such Member to comply with all
terms and provisions of the Agreement. A Membershiprest constitutes personal property. A
Member or assign of any Economic Interest of a Manitas no interest in specific property of
Company.
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S. "Officef’ means any person elected or appointed pursu&aragraph 3.7.

T. "Percentage Interésshall mean the percentage of a Member set forth
opposite the name of such Member under the coliviemiber's Percentage Interest” in Exhibit A
hereto, as such percentage may be adjusted from tmtime pursuant to the terms of the
Agreement. Percentage Interests shall be detadmineless otherwise provided herein, in
accordance with the relative proportions of the idgg\ccounts of Members, effective as of the
first day of the Company's fiscal year but withdifitributions under Paragraphs 5.3, 5.4, 5.5, 5.6,
and 5.7 hereof to be deemed to have occurred dndaycimmediately prior to determination of
Percentage Interest of a Member.

uU. "Persoh includes individuals, general partnerships, leditpartnerships,
other limited liability companies, corporationg)dis, estates, real estate investment trusts and an
other association.

V. "Regulation’ shall, unless the context clearly indicates otle, mean the
regulations currently in force as final or tempgrérat have been issued by the U.S. Department of
Treasury pursuant to its authority under the IrgeRevenue Code of 1986, as amended.

W. "Return of Capitdlmeans any distribution to a Member to the extdribe
positive balance in the Capital Account of the Memimmediately before the distribution.

X. "Secretary of Stateshall mean the Secretary of State of Delawarsidiv of
Corporations or his or her duly appointed delegaiess another state is mentioned in the same
context.

Y. "Reqistered Officeshall mean the office maintained at the streeress of
the agent for service of process of the Compameiaware.

ARTICLE Il

Members, Capital Contributions and Withdrawals,
Membership I nterests, Admissions, Certificates and

Limitations on Liabilities and Responsibilities of Members

2.1 NAMES, ADDRESSES OF INITIAL MEMBERS AND INITIA L CAPITAL
CONTRIBUTIONS

The initial Members are the persons executingAgeeement each of whom is
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admitted as a Member effective as of the beginoirthe term of the Agreement. Members, their
respective addresses, their respective aggreggt@¢alC&ontributions to Company, and their
respective Percentage Interests in profits aneé$ost Company are set forth on Exhibits A and B
as they may be amended from time to time.

2.2 FORM OF CAPITAL CONTRIBUTION

In exchange for a 10% interest in the Company (6its), Michele Tasillo shall
contribute an amount of $100.00. In exchange fb@% interest in Company (100 units), Donald
Bruce Baillio shall contribute an amount of $100.00 exchange for 80% interest in the Company
(800 units), Variance Strategy LLC shall make a etary contribution of $800.00.

2.3 ACCEPTANCE OF ADDITIONAL CAPITAL CONTRIBUTIONS

As provided in the Articles, in order to obtanidé@ional funds or for other business
purposes, a Member may contribute additional dapstasCompany, but only upon the written
consent of all other Members. The Members intertdke out a bank loan, in order to develop the
business of the Company and all Members will co-sag that loan. The Members shall be
responsible for such loan, as and between thenssdtvéhe extent of their respective Membership
Interest.

2.4 PERCENTAGE INTEREST OF MEMBER (UNITS)

The Membership Interest of Company held by eaeimbtr may be divided into a
Percentage Interest (Units) to represent the amotirdapital contributed by the Member as
reflected on Exhibit Aas it may be amended from time to time.

2.5 ADMISSION OF ADDITIONAL MEMBER

As provided in the Articles, Members may admiCmmpany additional Member(s)
who will participate in the profits, losses, avhl&a cash flow, and ownership of the assets of
Company on such terms as are determined by all MesmbAdmission of any such additional
Member(s) shall require the written consent ofgimbers then having any Interest in Company.
Admission of such additional Member(s) may resulaidilution of the Percentage Interests of the
then Members.
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2.6 CERTIFICATE OF MEMBERSHIP INTEREST

The Membership Interest in Company may be reptedeby a certificate of
membership. The exact contents of a certificar@@&hbership may be determined by action of the
Members but shall be issued substantially in conityr with the following requirements. The
certificates of membership shall be respectiveimbered serially, as they are issued, and shall be
signed by the Managers of Company. Each cer&icdtmembership shall state the name of
Company, the fact that Company is organized uruetaws of the State of Delaware as a limited
liability Company, the name of the person to whasued, the date of issue, and the Percentage
Interest represented thereby. A statement of tbsigdations, preferences, qualifications,
limitations, restrictions, and special or relativghts of the Interests shall be set forth in foil
summarized on the face or back of the certificateish Company shall issue, or in lieu thereof, the
certificate may set forth that such a statemerguonmary will be furnished to any holder of the
Interests upon request without charge. Each iatif of membership shall be otherwise in such
form as may be adjusted by the Members.

2.7 CANCELLATION OF CERTIFICATE OF MEMBERSHIP INTE REST

All certificates of membership surrendered to @any for transfer shall be
cancelled and no new certificates of membershifi bleaissued in lieu thereof until the former
certificates for a like number of Membership Ingtseshall have been surrendered and canceled,
except as herein provided with respect to loskesi@r destroyed certificates.

2.8 REPLACEMENT OF LOST, STOLEN, OR DESTROYED CERTIFICATE

Any Member claiming that his certificate of memsep is lost, stolen, or destroyed
may make an affidavit or affirmation of that factddodge the same with a Manager of Company,
accompanied by a signed application for a newfoate. Thereupon, and upon the giving of a
satisfactory bond of indemnity to Company not egaag an amount double the value of the
membership Interests as represented by such caeifithe necessity for such bond and the amount
required to be determined by a Manager of Companggw certificate may be issued of the same
tenor and representing the same Percentage Intsrestre represented by the certificate alleged to
be lost, stolen, or destroyed.

2.9 LIMITATIONS ON LIABILITY OF MEMBERS

Except as provided in the Delaware Limited LidpilCompany Act relating to
distributions by Company and relating to respofigitmf Members for certain unsatisfied debts or
obligations of Company, no Member shall be liabider a judgment, decree or order of a court, or
in any other manner, for a debt, obligation oriligbof the Company whether that liability or
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obligation arises in contract or tort.

2.10 LIABILITY OF MEMBERS TO COMPANY

A. Liability of Members to Company

A Member is liable to Companyi) for the difference between his or its
contribution to capital as actually made and tketed in the Articles, the Agreement, subscription
for contribution or other document executed byNember as having been made by the Member;
and(ii) for any unpaid contribution to capital which hdatagreed in the Articles, the Agreement or
other document executed by the Member to makearfuture at the time and on the conditions
stated in the Articles of Organization, Operatingréement or other document evidencing such
agreement.

B. Member as Trustee for Company

A Member holds as trustee for Compdi)yspecific property stated in the
Articles of Organization, Operating Agreement ohestdocument executed by the Member as
contributed by such Member, but which was not douted or which has been wrongfully or
erroneously returned; an@i) money or other property wrongfully paid or conwdy® such
Member on account of his or its contribution.

C. Waiver of Liability of Member

The liabilities of a Member as set out in thesd&raph 2.1 can be waived or
compromised only by the consent of all Members;dwtaiver or compromise shall not affect the
right of a creditor of Company who extended crediivhose claim arose after the filing and before
a cancellation or amendment of the Articles of @izgtion, to enforce its rights.

2.11 NO RESPONSIBILITY FOR PRE-FORMATION COMMITMEN TS

In the event that any Member (or Affiliates) hasurred any indebtedness or
obligation prior to the date hereof that relatesbtamtherwise affects Company, neither Company
nor any other Member shall have any liability ospensibility for or with respect to such
indebtedness or obligation unless such indebtednwessligation is assumed by Company pursuant
to a written instrument signed by all Members. kemnore, neither Company nor any Member
shall be responsible or liable for any indebtedrssbligation that is hereafter incurred by any
other Member. In the event that a Member, (treblé Member"), whether prior to or after the date
hereof, incurs (or has incurred) any debt or obbigethat neither Company nor the other Members
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has any responsibility or liability for, the liabMember shall indemnify and hold harmless,
Company and the other Members, from any liabilityobligation they may incur in connection
therewith.

2.12 INITIAL LOAN
n/a
2.13 ADDITIONAL LOANS

Notwithstanding the provisions of article 2.12, Members shall have no obligation
to make additional outlays of capital in the forfri@ans to the Company. To the extent that the
financial situation or the affairs of the Compawyrsquire, the Members hereby undertake, to use
their best efforts to secure any loans, or cafatafinancing in favour of the Company from third
party banking institutions. In the event that fieancial situation of the Company requires
additional capital outlays in the form of loans eading $50,000.00 per month for a period of six
(6) months at any time, and the Members at any tivaesafter have neither unanimously voted:

1) to contribute the Additional Capital Outlaysemselves according to their
respective Percentage Interests or such otherntages as they may have otherwise agreed,

2) re-invest profits from the Company, or
3) managed to secure financing from a bona fig@tial lending institution;
then shall the Members upon unanimous vote,:
() be entitled to cancel the present agreemeatise the voluntary
winding down of the Company, distribute the remamdf the assets among the Members and
restore the parties hereto to their respectivetipnsi prior to them having executed the present

agreement; or

(i) be entitled to explore any other remedy ebhshall be negotiated
between the parties at the time of such event.

2.14 TIME CONTRIBUTION AND MEMBER REMUNERATION

Except as otherwise provided in this Agreement,Member is entitled to any
remuneration for acting on Company business exoceptasonable compensation under Act for
winding up of affairs of Company. The Members khalentitled to receive their respective share
of profits generated by the Company in accordanite their Percentage Interest as stated in
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Exhibit B.

2.15 CONFIDENTIALITY COVENANT

The Members acknowledge that any information witheey may receive from the

Company represents confidential information commated to them for their exclusive benefit.
The Members undertake to be discrete and, at m&, tio disclose or communicate, directly or
indirectly, to any person whatsoever, information donnection with the operations of the
Company, its clients, procedures or processesigolor techniques. In the event that a Member be
under a duty to disclose confidential informatiamguant to a statute or other order of a coury; the
shall notify the other Members of such fact as sa®he/she shall become aware thereof and shall
co-operate with them in order to attempt to prewend minimize such disclosure.

2.16 NON-COMPETITION AND NON-SOLICITATION COVENANT

A. Covenants

Michele Tasillo and Donald Bruce Baillio undega&nd agree that throughout the
term of this agreement and for a period of oney@ar following their withdrawal from the
Company, not to hold, directly or indirectly, a pios as principal, officer, manager, director,
consultant, agent, employee, money lender, invegtoprietor, partner, or otherwise in any other
entity or agency or any other type of group, comnmgetlirectly or indirectly with the Company
within a Restricted Territory as defined hereunder.

Michele Tasillo and Donald Bruce Baillio eachdi®r agree and covenant that for a
period of one (1) year following their withdrawabifn the Company, each, individually or together
shall not:

() directly or indirectly solicit, encourage ork&aany other action which is
intended to induce or encourage, or has the effentiucing or encouraging
any other employee of the Company to terminate gmployment; or

(i) knowingly and intentionally interfere in anyamner with the contractual or
employment relationship between the Company ando#msr employee or
client of the Company.

As used hereinabove and throughout the presenteAgmet, the term “Restricted Territory” shall

mean each and every country, province, state,ocityther political subdivision of the world in
which the Company is engaged in business or otkersélls its products, now or in the future.
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B. Acknowledgment of Covenants

Michele Tasillo and Donald Bruce Baillio each regmet and warrant to the
Company that

(@ they are familiar with the covenants not to peta, not to solicit and not to
disclose or use confidential information, save exckpt in accordance with
in this agreement and in the best interests oCthrapany;

(b) they are fully aware of their obligations herder, including, without
limitation, the length of time, scope and geograpboverage of these
covenants;

(©) agree that the length of time, scope and gebgracoverage of these
covenants are reasonable because, among othes,tliireg Company is
engaged in a highly competitive industry, they sgeeiving significant
consideration in connection with their servicesngeirendered to the
Company, and in the event of such Member's withdtafvom the
Company, they shall be able to obtain suitablesatidfactory employment
without violation of the present covenants.

C. Reformation

In the event that the provisions of this artenle deemed to exceed the scope, time or
geographic limitations of applicable law regardewyenants not to compete, then such provisions
shall be reformed to the maximum scope, time oggaghic limitations, as may be, permitted by
applicable laws.

ARTICLE I

Management and Control of Business | ncluding Meetings

3.1 MANAGEMENT OF COMPANY AND ELECTION OF MANAGERS

A. Management of Company by Managers

As provided in the Articles, all powers of Compahall be exercised by or
under the authority of, and the business and affair Company shall be managed under the
direction of, the Managers, unless otherwise pexvich the Act, the Articles, or the Agreement.
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Management of Company shall be vested in threer(B)ore Managers who shall be elected solely
by the Members. A Member, unless also appointedchif@d) as a Manager, officer or other
employee, shall not participate in the day to dagration of the business affairs of Company and if
so appointed (or hired), shall participate onlyhimitthe scope of authority of such position as
defined in the Agreement or elsewhere. A Managedmot be a Member, an individual, a resident
of the State of Delaware, or a citizen of the Uhiates.

B. Election of Managers by Members

Company shall have one (1) or more Managersh Bdember shall
necessarily exercise their voting rights to elbetiemaining Members as Manager. Each Manager
shall be elected at each annual Members' meelffagpnagers which are not Members shall serve for
a term expiring at the earlier @) the following annual Members' meeti(ig the date on which a
successor is elected and qualifieqioy the date on which he or she resigns or becomablés
and unable to serve.

C. Term of Managers

A Manager whose term has expired continues eesentil a successor is
elected and qualifies. Any Manager who is not enbver may be removed with or without cause by
Members holding a Majority-In-Interest at a meeticagled expressly for that purpose. Any
Manager elected to fill a vacancy shall serve &saaager until the next annual meeting of the
Members and until a successor is elected and msalhny Manager may resign at any time upon
written notice to Company.

3.2 SPECIFIC DUTIES OF MANAGERS

A. Duty of Manager to Qualify to Do Business in Delware and Other
States

If required by law, a Manager shall be qualiftecddo business in Delaware
by obtaining a certificate of authority to do sorfrthe Secretary of State of the State of Delaware
and other states as required.

B. Duty of Managers to Determine Time and Place gknnual Meetings of
Members

The annual meeting of the Members shall be éatth year at such place as
the Managers may determine as provided in Para@dph
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C. Duty of Manager to Call Meetings of Members

Upon written request to a Manager by any peesaried to call a meeting of
Members, Manager shall immediately cause notideetgiven to the Members entitled to vote that
a meeting will be held at a time requested by #rsgn calling the meeting, not less than ten (10)
days nor more than sixty (60) days after the rea#diphe request. If the notice is not given withi
twenty (20) days after receipt of the request,pbrson entitled to call the meeting may give the
notice or, upon the application of that personsiingerior court of the county in which the prin¢ipa
executive office of the limited liability Company iocated, or if the principal executive officenist
in this state, the county in which the limited lldyp Company's address in this state is locatkdlls
summarily order the giving of the notice, afteric®to the limited liability Company affording iha
opportunity to be heard. The procedure providedpiplicable laws shall apply to the application.
The court may issue any order as may be appropiiatiding, without limitation, an order
designating the time and place of the meetingieberd date for determination of Members entitled
to vote, and the form of notice.

D. Managers to Safekeep Funds of Company

Managers shall have fiduciary responsibility floe safekeeping and use of
all funds and assets of Company, whether or noheir immediate possession or control. The
funds of Company shall not be commingled with tiveds of any other person and the Manager
shall not employ, or permit any other person to legysuch funds in any manner except for the
benefit of Company. The bank accounts of Compargll ¢hbe maintained in such banking
institutions as are approved by Managers and vathals shall be made only in the regular course
of Company business and as otherwise authorizégtiAgreement on such signature or signatures
as Managers may determine.

E. Managers to Hire Employee for Record Keeping

Managers shall employ a competent person takergloyee of Company
who shall be responsible for: authenticating #wrds of Company, including keeping correct and
complete books of account which show accuratebtldimes the financial condition of Company,
safeguarding all funds, notes, securities, and ethleables which may from time to time come into
possession of Company, depositing all funds of Gompvith such depositories as Managers shall
designate. Such employee shall have such othésdas Managers may from time to time
prescribe, but under no circumstance shall suchloy®p have any of the rights, powers,
responsibilities or duties of a Manager or Memlbi&C@mpany as prescribed herein or by law.

F. Warranted Reliance by Managers on Others

In performing their duties, Managers shall bstled to rely on information,
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opinions, reports, or statements of the followirggspns or groups unless they have knowledge
concerning the matter in question that would causé reliance to be unwarranted:

(@ one or more employees or other agents of Coynwéaiom the Manager reasonably
believes to be reliable and competent in the nsiersented,;

(b) any attorney, public accountant, or other @eras to matters which the Manager
reasonably believes to be within such person'spsainal or expert competence; or

(c) a committee upon which he does not serve, dalignated in accordance with a
provision of the Articles or the Agreement, as tatters within its designated authority, which
committee the Manager reasonably believe to menifpetence.

G. Other Activities of Managers Permitted

Managers may engage in other business actiatidsshall be obliged to devote only
as much of their time to the business of Compangha#l be reasonably required in light of the
purposes of Company. A Manager shall perform biged as a Manager in good faith, in a manner
he reasonably believes to be in the best intecésBompany, and with such care as an ordinarily
prudent person in a like position would use undsilar circumstances. A person who so performs
his duties shall not have any liability by reasdbaing or having been a Manager of Company.

3.3 POWERS OF MANAGERS

A. Powers of Managers

Managers shall have all necessary powers tg oatrthe purposes, business,
and objectives of Company, including, but not leditto, the right to enter into and carry out
contracts of all kinds; to employ employees, agentmsultants and advisors on behalf of
Company; to lend or borrow money and to issue exee of indebtedness; to bring and defend
actions in law or at equity; to buy, own, managdl, £ase, mortgage, pledge or otherwise acquire
or dispose of Company property. Managers may \aihalany related person, firm or corporation
on terms and conditions that would be availablenfem independent responsible third party that is
willing to perform. Each Manager shall have th#hatity to sign agreements and other documents
on behalf of Company without joinder of any othearMger provided that if the Manager is
appointed as an officer he shall act within theamary scope of the authority of his office, unless
he obtains the consent of the other Manager or yeEsa Without limiting the generality of this
Subparagraph 3.3.A., each Manager shall have pameauthority, to act on behalf of Company
and subject to the limitations of the Act and thathtions set forth hereinafter.
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(@) To acquire property from any Person as Marsmagay determine.
The fact that a Member is directly or indirectlyile&fted or connected with any such Person shall
not prohibit a Manager from dealing with that Parso Entity;

(b) To borrow money for Company from banks, otHending
institutions, the Members, or Affiliates of the Mieens or Manager on such terms as they deem
appropriate, and in connection therewith, to hypcétte, encumber and grant security interests in
the assets of Company to secure repayment of theviexd sums. Except as otherwise provided in
the Act, no debt shall be contracted or liabilitgurred by or on behalf of Company, except by the
Managers;

(©) To purchase liability and other insurancetatect the property and
business of Company;

(d) To hold and own any Company real and petsprogperties in the
name of Company;

(e To invest any funds of Company temporably Way of example but
not limitation) in time deposits, short-term govaental obligations, commercial paper or other
investments;

()] To execute on behalf of Company all instratseand documents,
including, without limitation, checks; drafts; nstand other negotiable instruments; mortgages or
deeds of trust; security agreements; financingstants; documents providing for the acquisition,
mortgage or disposition of property of Company;igmseents; bills of sale; leases; partnership
agreements; and any other instruments or documectsssary, in the opinion of the Manager, to
the business of Company;

(9) To employ accountants, legal counsel, mawgagigents or other
experts to perform services for Company and to emrsgate them from Company funds;

(h) To retain and compensate employees and sagemerally, and to
define their duties;

() To enter into any and all other agreememtsbehalf of Company,
with any other Person or Entity for any purposeessary or appropriate to the conduct of the
business of Company;

() To pay reimbursement from Company of all exges of Company
reasonably incurred and paid by the Manager onlbeh@ompany; and

(k) To do and perform all other acts as may éeessary or appropriate
to the conduct of the business of Company;
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B. Limitations on Power of Managers in Extraordirary Matters

Managers shall not have authority hereundeatse& Company to engage in
extraordinary transactions as set forth in this pfaugraph 3.3.B. Certain extraordinary
transactions shall require the affirmative voteth®f Members in addition to the concurrence of
Managers including, but not limited to, the followi

(@) The sale, exchange or other dispositionlpbasubstantially all, of
Company's assets occurring as part of a singlsaction or plan shall require the affirmative vote
of Members holding at least Eighty percent (80%@lbPercentage Interests in Company.

(b) The merger of Company with any other limiiadility Company or
limited partnership shall require the affirmativeter of Members holding at least Eighty percent
(80%) of all Percentage Interests in Company, hadrterger of Company with another corporation
shall require the Eighty percent (80%) vote oMgdimbers of Company.

(©) Notwithstanding any other provisions of #hgreement, no debt or
liability of more than $25 000.00 may be contraabedbehalf of Company except by the written
consent of all Managers.

(d) Managers shall neither change the amountcharacter of Capital
Contributions Members Percentage Interest, Inltiahn or Additional Loans, nor change the
character of the business of Company without thigtemr consent of Members having at least
Eighty percent (80%) of all Percentage InterestSampany.

(e Managers shall not make a false or erronetatement in the
Articles.

® The amendment of the Agreement shall reqdive unanimous
agreement of all Members and as otherwise provid@éragraph 12.12 hereof.

(9) Managers shall not allocate and pay anyeslbarCompany profit
without the written consent of all Managers.

(h) Any other transaction described in the Agreet as requiring a vote
of Members.

() Managers shall not vote to increase thdargs or bonuses or any

other like remuneration or those of employees wathtbe written consent of Members having at
least eighty (80) percent of all Percentage Inténghie Company or of all Managers.
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C. Manager as Agent of Company

Every Manager is an agent of Company for theggae of its business, and
for every other Manager, for purposes of the exeauh name of Company of any instrument for
apparently carrying on in the usual way the busié<Company and binds Company, unless such
act is in contravention of the Articles or the Agmeent or unless the Manager so acting otherwise
lacks the authority to act for Company and thegessith whom he is dealing has knowledge of
the fact that he has no such authority.

3.4 LIMITATIONS ON LIABILITY OF MANAGERS

A Manager shall not be liable to Company or Merslier any loss or damage
resulting from any mistake of fact or judgment oy act or failure to act unless the mistake, act or
failure to act is the result of fraud, bad faitrgsp negligence or willful misconduct.

3.5 ANNUAL MEETINGS OF MEMBERS

A. Annual Meeting of Members

The annual meeting should be for the purposedection (or re-electing) a
Manager or Managers and for transacting any othsinbss that may properly come before the
meeting.

B. Date, Time and Place of Annual Meeting of Mendrs

The annual meeting of Members shall be heldielh slate, time and place
within or without the State of Delaware as Manageay fix from time to time, or if there are two
or more Managers and they are unable to agreelatisoe and place, Members holding more than
50 percent of the Percentage Interests shall digterime time and place.

3.6 SPECIAL MEETINGS OF MEMBERS

A. Power to Call Special Meeting

Special meetings of Members for any purposeugogses of addressing any
matters on which Members may vote, unless otherpiescribed by the Act or by the Articles,
may be called by any Manager, or upon written dehwfrany Member or Members representing
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ten percent (10%) or more of the Percentage Iritereany issue proposed to be considered.

B. Date, Time and Place of Special Meeting

Special meetings of Members for any purposeradtien the election of
Managers may be held at such date, time and plelwr without the State of Delaware as shall
be stated in the notice of the meeting or in a éuigcuted and delivered waiver of notice, provided
notice of the meeting is given not less than t€)) (tys nor more than sixty (60) days before the
date of the meeting.

3.7 NOTICES, VOTING AND PROCEDURES AT MEETINGS

A. Required Notification of Meetings of Members

Managers shall deliver or mail written noticatisty the date, time, and place
of any meeting of Members and, in the case of aigpmeeting of Members or when otherwise
required by law, a description of the purposesafbich the meeting is called, to each Member of
record entitled to vote at the meeting, at suchremddas appears in the records of Company, such
notice to be mailed at least ten (10), but not ntloaa sixty (60), days before the date and time of
the meeting. A Member may waive notice of any imgebefore or after the date of the meeting,
by delivering a signed waiver to Company for inmuasin the minutes of Company. A Member's
attendance at any meeting, in person or by proxwéaes objection to lack of notice or defective
notice of the meeting, unless the Member at thenbety of the meeting objects to holding the
meeting or transacting business at the meeting,(Bhdvaives objection to consideration of a
particular matter at the meeting that is not witthie purposes described in the meeting notice,
unless the Member objects to considering the matten it is presented.

B. Record Date for Eligibility of Members to Vote

The record date for the purpose of determinimg Members entitled to
notice of a meeting of members, for demanding &ispeeeting of members, for voting, or for
taking any other action shall be the tenth (108#y) prior to the date of the meeting or other action

C. Voting by Members at Meeting

A Member may appoint a proxy to vote or otheendxt for the Member
pursuant to a written appointment form executedtihhy Member or the Member's duly
authorized attorney-in-fact. An appointment of axyr is effective when received by the
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Managers of Company. The general proxy of a figlycis given the same effect as the general
proxy of any other Member. A proxy appointment @&lidd for twelve (12) months unless
otherwise expressly stated in the appointment form.

D. Relative Weight of Votes of Members at Meeting

At any meeting of Members, each Member entittegidte shall have a number of
votes equal to the product @f his or her Percentage Interest as set forth oibExh hereto, as the
same may be amended from time to time, tithgsne hundred (100). At any meeting of Members,
presence of Members entitled to cast at least Ei@t) percent of the total votes of all Members
entitled to vote at such meeting constitutes a wuor Except for matters relating to the
continuation of the business of Company upon tloemence of an Event of Dissolution, action on
a matter is approved if it receives approval byeast 51 percent of the total number of votes
entitled to be cast by all Members in Company ledtito vote at such meeting or such greater
number as may be required by law, the Articlesh@ Agreement for the particular matter under
consideration. Upon the occurrence of a Dissaoluigent (as defined herein), a Former Member
shall not be entitled to any vote in determiningetiter Company shall purchase the interest of such
Former Member as permitted in Paragraph 7.2 her@tfo, any assignee of a Member's Interest
shall not be entitled to vote or participate on amgtters at any meeting unless such assignee
become a substitute Member as contemplated in Rptag.3 hereof.

E. Telephonic Participation by Member at Meeting

Any or all Members may participate in any annaalspecial Members'
meeting by, or through the use of, any means ohwenication by which all Members participating
may simultaneously hear each other during the mgetA Member so participating is deemed to
be present in person at the meeting.

F. Appointment of Secretary for Meeting

At any annual or special Members' meeting thanddars shall appoint a
person to preside at the meeting and a person &s &ecretary of the meeting. The secretaryeof th
meeting shall prepare minutes of the meeting wisichll be placed in the minute books of
Company.

G. Consent by Members in Lieu of Meeting

Subject to Subparagraph 3.7D hereof and thecapje laws of the State of
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Delaware any action required or permitted to beriakt a Members' meeting may be taken without
a meeting if the action is taken by all of the Memsbentitled to vote on the action. The actiontmus
be evidenced by one or more written consents d@sgrthe action to be taken, signed by all the
Members entitled to vote on the action, and defideo Company for inclusion in the minutes. The

record date for determining Members entitled toetaktion with a meeting is the first date a

Member signs the consent to such action.

3.8 OFFICERS OF COMPANY

A. Election of Officers

Members may elect officers at an annual or shédembers' meeting of
members. The officers of Company, if deemed necgds/ the Members, shall be president, vice
president, secretary, and treasurer. Only a Managg be elected president or vice- president.
Each officer shall hold office of the term for whibe is elected until his successor has been dlecte
Any individual may hold any number of offices. Ndficer need be a resident of the State of
Delaware or citizen of the United States. If a Biger is a corporation, such corporation's officers
may serve as officers of Company if elected byNembers. The officers shall exercise such
powers and perform such duties as specified idgreement and as shall be determined from time
to time by the Members. At its first meeting akach annual meeting of Members, the Members
by resolution shall choose a president, one or wioeepresidents, a secretary and a treasurer.

B. Term, Removal and Filling of Vacancy of Offices

The officers of Company shall hold office unlkikir successors are chosen
and qualify. Any officer, other than an officer avis also a Manager, elected or appointed by the
Members may be removed at any time by the affireatote of Members holding a majority of the
Percentage Interests. An officer who is also aadanmay not be removed as an officer unless and
until he or she is removed as a Manager or hiseortdrm as Manager expires. Any vacancy
occurring in any office of Company shall be fillkbg a resolution of the Members holding a
majority of the Percentage Interests provided @nfyerson who is a Manager may be elected as
president or vice president.

C. Salaries of Officers

The salaries of all officers and agents of Camgpsahall be fixed by a
resolution of the Members holding Eighty (80) petaaf the votes.
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D. Duties and Powers of President

The president shall be the chief executive effiaf Company, shall preside
at all meetings of the Members and Managers, $laak general and active management of the
business of Company and shall see that all orehefsesolutions of the Members and Managers are
carried into effect.

E. Duties and Powers of Vice-President

The vice-president, or if there shall be momntione, the vice-presidents in
the order determined by a resolution of the Membehsall, in the absence or disability of the
president, perform the duties and exercise the moafethe president and shall perform such other
duties and have such other powers as the Membeesbljtion may from time to time prescribe.

F. Duties and Powers of Secretary

The secretary shall attend all meetings of ttendgers and all meetings of
the Members, and shall record all the proceedirigheo meetings in a book to be kept for that
purpose, and shall perform like duties for the ditesn committees when required. The secretary
shall give, or cause to be given, notice of all tings of the Members and special meetings of the
Members, and shall perform such other duties ashegyescribed by the Managers or president,
under whose supervision the secretary shall be.

G. Duties and Powers of Treasurer

The treasurer shall have the custody of theduamdl securities of Company,
and shall keep full and accurate accounts of recapd disbursements in books belonging to
Company, and shall deposit all moneys and otheralée effects in the name and to the credit of
Company in such depositories as may be designgtéeeiMembers.

The treasurer shall disburse the funds of Comparmay be ordered by the
Managers, taking proper vouchers for such disbueatsnand shall render to the president and the
Managers, at their regular meetings, or when Membenrequire, at a meeting of the members an
account of all his or her transactions as treasmerof the financial condition of Company.

If required by a resolution of the Members, tileasurer shall give Company
a bond in such sum and with such surety or suraieshall be satisfactory to the Members for the
faithful performance of the duties of his officedaior the restoration to Company, in case of his or
her death, resignation, retirement or removal fafiice, of all books, papers, vouchers, money and
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other property of whatever kind in his possessionuader his or her control, belonging to
Company.

ARTICLE IV
Capital Accounts

4.1 CAPITAL ACCOUNT FOR EACH MEMBER

Manager shall maintain a separate Capital Accaardefined below generally and
in simplified form in Paragraph 4.2 and technicalhd in a controlling way in Paragraphs 4.3, 4.4
and 4.5 for each member strictly in accordance withrequirements of Internal Revenue Code
(“IRC") Section 704(b) and applicable regulatiomsrpulgated thereunder. The Members intend
that the Capital Accounts of the Members be maistaistrictly in accordance with the rules of
Internal Revenue Regulations Section 1.704-1(byj2)ds amended from time to time. In this
connection, to the extent the results determinatkua literal application of this Paragraph vary
from the results that would be obtainable underrties described in Regulations Section 1.704-
1(b)(2)(iv), the rules set forth in Regulations t8et 1.704-1(b)(2)(iv) shall be used and govern the
maintenance of capital accounts under the Agreement

4.2 CAPITAL ACCOUNT DETERMINATION

Subject to the other paragraphs in this ArtitBgpital Account” generally means:
The amount of money contributed by the Membé&dmpany,

increased (credited) by

() The fair market value of property other thannag contributed by the Member to Company
as determined by the contributing Member and Compeamd

(i) The Net Profits allocated to the Member, and
(i)  The amount of any liabilities of Company assed by Member or which are secured by

property distributed to Member by Company, and

decreased (debited) by

() The amount of money distributed to the Member,
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(i) The fair market value of property distributerithe Member by Company as determined by
recipient Member and Company,

(i)  The Member's share of expenditures of Compdagcribed in IRC Section 705(a)(2)(B)
(including, for this purpose, losses which are mohattible under IRC Section 267(a)(1) or
Section 707(b)),

(iv)  The Member's share of amounts paid or incubnedCompany to organize Company or to
promote the sale of (or to sell) an interest in @any (except to the extent properly
amortizable for income tax purposes),

(v) The Net Losses allocated to the Member, and

(vi)  The amount of any liabilities of the Membesamed by Company or secured by property
contributed by Member of Company.

4.3 TECHNICAL DESCRIPTION OF CAPITAL ACCOUNT
DETERMINATION

Subject to the other paragraphs of this Artiggpital Account” of any Member is
the account maintained for such Member in accoeariit the following provisions:

A. To each Member's Capital Account there shalldpedited such Capital
Contributions of the Member, such Member's distiigushare of Net Profits and any items in the
nature of income or gains which are specially alled, and the amount of any liabilities of
Company assumed by the Member or which are sebyrady property distributed to the Member.

B. To each Capital Account there shall be detitedamount of cash and the
Gross Asset Value of any property distributed t® Member pursuant to any provision of the
Agreement, the Member's distributive share of Netdes and any items in the nature of expenses
or losses which are specially allocated, and theuanof any liabilities of the Member assumed by
Company or which are secured by any property darted by the Member to Company.

4.4 DEFINITIONS USED IN TECHNICAL DESCRIPTION

A. "Capital Contributioh means, with respect to any Member, the amount of
money and the initial Gross Asset Value of any priyp (other than money) contributed to
Company with respect to the Interest held by sueimbkr. The principal amount of a promissory
note which is not readily traded on an establiskeclrities market and which is contributed to
Company by the maker of the note (or a Member eélad the maker of the note within the
meaning of Regulations Section 1.704-1(b)(2)(i))&all not be included in the Capital Account of
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any Member until Company makes a taxable disposiiothe note or until (and to the extent)
principal payments are made on the note, all imm@ance with Regulations Section 1.704-

1(b)()(IV)(d)(2).

B. "Gross Asset Valuemeans, with respect to any asset, the assetisted|
basis for federal income tax purposes, exceptliasvi

a. The initial Gross Asset Value of any assetrdouted by a Member
to Company shall be the gross fair market valusugh asset, as determined by the contributing
Member and the Managers, provided that the ingialss Asset Values of the assets contributed to
Company pursuant to Paragraphs 2.1 and 2.2 hdnatffte as set forth in such Paragraphs, and
provided further that, if the contributing Memb&ia Manager, the determination of the fair market
value of any other contributed asset shall reghgeconsent of a majority of the Members;

b. The Gross Asset Values of all assets of Cognphall be adjusted to
equal their respective gross fair market valussledermined by the Managers, as of the following
times: (a) the acquisition of an additional Interest by aewror existing Member in exchange for
more than a de minimis Capital Contributi@), the distribution by Company to a Member of more
than a de minimis amount of property as considaraidr an Interest; an¢t) the liquidation of
Company within the meaning of Regulations Sectigi®4-1(b)(2)(ii)(g); provided, however, that
adjustments pursuant to clauses (a) and (b) abwlel® made only if the Managers reasonably
determine that such adjustments are necessary ppo@@ate to reflect the relative economic
interests of the Members in Company;

C. The Gross Asset Value of any asset of Compigstyibuted to any
Member shall be adjusted to equal the gross fairkehavalue of such asset on the date of
distribution, as determined by the distributee tr@dManagers, provided that, if the distributea is
Manager, the determination of the fair market vaitithe distributed asset shall require the consent
of a majority of the Members; and

d. The Gross Asset Values of assets of Complaely Ise increased (or
decreased) to reflect any adjustments to the adjussis of such assets pursuant to Code Section
734(b) or Code Section 743(b), but only to the mixieat such adjustments are taken into account in
determining Capital Accounts pursuant to Regulati@ection 1.704-1(b)(2)(iv)(m); provided,
however, that Gross Asset Values shall not be ssjysursuant to this subparagraph to the extent
the Managers determine that an adjustment purgoaStubparagraph (b) above is necessary or
appropriate in connection with a transaction thatileh otherwise result in an adjustment pursuant
to this subparagraph.

If the Gross Asset Value of an asset has betmrdined or adjusted
pursuant to any of the subparagraphs above, suzds @isset Value shall thereafter be adjusted by
the Depreciation taken into account with respesutth asset for purposes of computing Net Profits
and Net Losses.
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C. "Net Profits refers to all items of income (including all itenof gain and
including income exempt from tax) as properly deiaed for "book purposes”, and "Net Losses"
refers to all items of loss (including deductioas)properly determined for "book purposes”. Net
Profits and Net Losses shall be determined baséldeovalue of the assets of Company as set forth
on the books of Company in accordance with thecjpies of Regulations Section 1.704-
1(b)(2)(iv)(g). Otherwise, income and loss shalldetermined strictly in accordance with federal
income tax principles (including rules governingpeiation and amortization), applied
hypothetically based on values of Company assetstdsrth on the books of Company.

4.5 CAPITAL ACCOUNT ADJUSTMENTS FOR SPECIAL EVENTS

A. Succession to Capital Account

In the event all or a portion of a Membershipetast is transferred in
accordance with the terms of the Agreement, thesteaee shall succeed to the Capital Account of
the transferor to the extent it relates to thesfiemed interest.

B. Assumption of Liability
An assumption of unsecured liability by Compashall be treated as a
distribution of money to the Member. An assumpitibrthe unsecured liability of Company by a
member shall be treated as a cash contributionotop@ny. In determining the amount of any
liability for this purpose, there shall be takemoiraccount Code Section 752(c) and any other
applicable provisions of the Code and Regulations.
C. Adjustment for Noncash Distribution
In the event that assets of Company other thah are distributed in kind to
a Member, Capital Accounts shall be adjusted ferhypothetical "book" gain or loss that would
have been realized by Company if the distributasgtashad been sold for their fair market values in
a cash sale (in order to reflect unrealized gainss).
D. Adjustment to Fair Market Upon Transfer ofelrgst

Capital Accounts shall be adjusted to reflegt faarket value of all
properties in the event of acquisition of Membaydhterest by an existing or new Member.

E. Adjustment for Constructive Termination of Guamy

Capital Accounts also shall be adjusted uporctmestructive termination of
Company as provided under Code Section 708 in danoe with the method set forth in the
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immediately preceding paragraph (as required byiR&gns Section 1.704-1(b)(2)(iv)(b)).
F. Adjustment for Recapture of Certain Credits

Capital Accounts shall be adjusted appropriatglyaccount of investment
tax credit and investment tax credit recapturedcoedance with the principles of Code Section

48(q).

4.6 POWER TO MODIFY CAPITAL ACCOUNTS TO COMPLY WIT H
REGULATIONS

The foregoing provisions and the other provisiohthe Agreement relating to the
maintenance of Capital Accounts are intended toptpmuith Regulations Section 1.704-1(b), and
shall be interpreted and applied in a manner camisvith such Regulations. In the event the
Managers determine that it is necessary to modigymanner in which the Capital Accounts are
computed in order to comply with such Regulatiomd #® reflect the agreed upon allocation of the
distribution of cash, the Manager may make suchifination, provided that it is not likely to have
a material effect on the amounts distributablerty member upon the dissolution of Company.
The Managers also shall make any appropriate ncatldns in the event unanticipated events
occur that might otherwise cause the Agreementoncdmply with Regulations Section 1.704-1(b).

4.7 SUCCESSION TO CAPITAL ACCOUNTS BY TRANSFEREE OF
INTEREST

In the event any interest in Company is transten accordance with the terms of
the Agreement, the transferee shall succeed tGdpéal Account of the transferor to the extent it
relates to the transferred interest.

4.8 MAINTENANCE OF INCOME (DRAWING) ACCOUNTS

A separate individual income account shall bentamed for each Member. At the
end of each fiscal year, each Member's share dfi¢hérofits and Net Losses of Company shall be
credited or debited to, and his withdrawals durihg fiscal year deducted from, his income
account. After such amounts have been creditedebited to and deducted from the income
account of a Member, any balance or deficit remainin such account shall be transferred to or
charged against the individual Capital AccountumtsMember.
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ARTICLE V

Allocations of Net Profits and Net Losses and Distributions

5.1 ALLOCATION OF PROFITS OR LOSSES

While the detailed provisions for allocationpobfits and losses set out at 5.2
below shall apply, as far as practicable, to thaditsrrealized upon the ongoing operations of the
Company, those provisions shall only apply insefathe following allocation of the profits, after
payment of the general expenses and salaries Gfdimpany, has first been made.

5.2 ALLOCATION OF NET PROFITS AND NET LOSSES GENERALLY

A. Allocation of Net Profits

Except as otherwise provided elsewhere undeAgneement and after first
giving effect to the special allocations in Subgsasphs 5.1, 5.2.C. through 5.2.L., Net Profits for
any fiscal year shall be allocated to each Membaictordance with his or her Percentage Interest
as set forth in Exhibit B Subject to any limitations described elsewheraé Agreement including
but not limited to Subparagraphs 5.2.M. and 5.2thé&, above allocation of Net Profits may be
modified by subsequent agreement to conform tosadgnts made to the Percentage Interest
because of loans converted to Capital Contributiang distributions of cash and any liquidating
distribution. If a Member's Percentage Interestasthe same throughout a given fiscal year, the
Managers shall determine the allocation of NetiPbgftaking into account this varying Percentage
Interest during the year but such determinatiofl bean conformity with the requirements of Code
Section 706(d) and the regulations thereunder.

B. Allocation of Net Losses

Except as otherwise provided under the Agreemeatafter giving effect to
the special allocations in Subparagraphs 5.1 (2)C5through 5.2.L., Net Losses for any fiscalryea
shall be allocated to each Member accordance vgthriher Percentage Interest set forth in Exhibit
B. Subject to any limitations described elsewharéhe Agreement including but not limited to
Subparagraphs 5.2.M. and 5.2.N., the above alwtatf Net Losses may be modified by
subsequent agreement to conform to adjustments toatle Percentage Interest because of loans
converted to Capital Contributions, any distribngiaf cash and any liquidation distributions. If a
Member's Percentage Interest is not the same thootigd given fiscal year, the Managers shall
determine the allocation of Net Losses to the Merhigeaking into account his varying Percentage
Interest during the year but such determinatiol blean conformity with the requirements of Code
Section 706(d) and the regulations thereunder.
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C. Allocation of Company Minimum Gain

Notwithstanding any other provision of the Agremt, if there is a net
decrease in Company Minimum Gain for a Companyliaxgear, then each Member shall be
allocated items of income and gain for such yead,(af necessary, for subsequent years) in
proportion to, and to the extent of, an amount eduahe greater ofa) the portion of such
Member's share of the net decrease in Company Mmi&ain during such year that is allocable to
the disposition of Company property subject to noemore Non-recourse Liabilities of Company
and (b) the deficit balance in such Member's capital astat the end of such year. Such
allocations shall be made before any other allonatif Company items for the year. For the
purpose of this Paragraph 5.2, the balance in alddemcapital account at the end of such year
shall be determined with the adjustments prescribgdRegulations Section 1.704-2. Such
allocations shall be made in accordance with theigions of Regulations Section 1.704-2.

D. Allocation of Member's Share of Minimum Gain

Notwithstanding any other provision of the Agremt, if there is a net
decrease during a Company taxable year in the MésnBlare of Minimum Gain, then any
Member with a share of the Minimum Gain at the beigig of such year shall be allocated items of
Company income and gain for such year (and, if sy, subsequent years) in proportion to, and
to the extent of, an amount equal to the greatém)dhe portion of such Member's share of the net
decrease in the Minimum Gain that is allocableht disposition of Company property subject to
such Member Non-recourse Debt, gbfithe deficit balance in such Member's capital actei
the end of such year. The items of Company incantgegain allocated by this Paragraph 5.2 shall
not include any items of income or gain allocatetspant to the Paragraph above. The allocations
under this Paragraph 5.2 shall be made before #ngy allocation (except any allocations made
pursuant to this Paragraph 5.2 above) of Compamgsitfor the year. For the purpose of this
Paragraph 5.2, the balance in a Member's capitaliat at the end of such year shall be determined
with the adjustments prescribed by, and the allmeatereunder shall be made in accordance with,
the provisions of Regulations Section 1.704-2.

E. Allocation of Net Profits and Gains Under Qualifed Income Offset

Items of Net Profits and gain shall be speciallgcated to each Member in
an amount and manner sufficient to eliminate, t® déxtent required by the Regulations, the
Adjusted Capital Account Deficit of the Member agoffly as possible in the event any Member
unexpectedly receives afiy distributions that, as of the end of such yeasoeably are expected
to be made to a Member to the extent they excelsétting increases to such Member's capital
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account that reasonably are expected to occurgl(mprior to) Company taxable years in which
such distributions reasonably are expected to ler(@her than increases pursuant to a minimum
gain chargeback of the Agreement) (o) adjustments, allocations, or distributions desctiln
Regulations Section 1.704-1(b)(2)(i))(d)(4), (5) (6). This subparagraph is intended to comply
with Regulation Section 1.704-1(b)(2)(ii)(d) ansbsld be so interpreted.

F. Allocation of Non-recourse Deductions

Member Non-recourse Deductions shall be alloctaeghe Member, if any,
that bears the economic risk of loss for the MenNm-recourse Debt to which the Member Non-
recourse Deductions are attributable. If more thraaMember bears the economic risk of loss for a
Member Non-recourse Debt, the Non-recourse Dedudctitributable to such Member Non-
recourse Debt shall be allocated among such Meniberscordance with the ratios in which the
Members share the economic risk of loss for such-idoourse Debt. Otherwise, Non-recourse
Deductions shall be allocated in the same mannanadsbe subject to the same restrictions imposed
upon Net Losses.

G. Allocation of Income, Gains and Losses Related Contributed
Property

In accordance with Code Section 704(c) and teguRitions thereunder,
income, gain, loss, and deduction with respect g property contributed to the capital of
Company shall, solely for tax purposes, be alleacatmong the Members so as to take account of
any variation between the adjusted basis of suopepty to Company for federal income tax
purposes and its initial Gross Asset Value. Indhent the Gross Asset Value of any Company
asset is adjusted subsequent allocations of incgaie, loss, and deduction with respect to such
asset shall take account of any variation betweemdjusted basis of such asset for federal income
tax purposes and its Gross Asset Value in the saamner as under Code Section 704(c) and the
Regulations thereunder. Any elections or otheist®ts relating to such allocations shall be made
by the Managers in any manner that reasonablycteftee purpose and intention of the Agreement.
Allocations pursuant to this Subparagraph are wdtel purposes of federal, state, and local taxes
and shall not affect, or in any way be taken intooant in computing, any member's Capital
Account or share of Net Profits, Net Losses, oepnttems or distributions pursuant to any other
provision of the Agreement.

H. Allocation of Gain and Loss from Sale or Other Dsposition of Property
not Revalued

If, in connection with the admission of an aeial Member to Company or
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the liquidation of a Member's Interest in Compa@gmpany property is not revalued pursuant to
Regulations Section 1.704-1(b)(2)(iv)(f) and the nbers' capital accounts are not adjusted
accordingly, then, upon any subsequent sale or dtgposition of Company property, gain or loss
recognized upon the sale or other disposition $letllocated among the Members so as to take
into account the variation between the adjusted lehsuch property and its fair market value as of
the date the additional Member was admitted ordtie the Member's Interest was liquidated, as
the case may be, in the same manner as under €otiers704(c).

l. Allocation of Gains and Losses Related to Adjustents in Tax Basis

To the extent an adjustment to the adjusted#ais of any Company asset
pursuant to Code Sections 734(b) or 743(b) is reduipursuant to Regulations Section 1.704-
1(b)(2)(iv)(m), to be taken into account determgni€apital Accounts, the amount of such
adjustment to the Capital Accounts shall be treatedn item of gain (if the adjustment increases
the basis of the asset) or loss (if the adjustrdeateases such basis), and such gain or lossshall
specially allocated to the Members in a manneristerg with the manner in which their Capital
Accounts are required to be adjusted pursuantdo Saection of the Regulations.

J. Allocations to Avoid Adjusted Capital Account Déicit

Notwithstanding any other provision of this A, no Member shall receive
an allocation of Net Losses, Net Capital Loss, Kegsurse Deductions, or any other item of loss or
deduction that would create or increase an AdjuS@pital Account Deficit of the Member. Any
loss, or item thereof, that cannot be allocated tdember as a result of the foregoing limitation
shall be allocated to all Members. Any loss, emitthereof, allocated to all Members pursuant to
the preceding sentence shall be taken into acdouobmputing subsequent allocations of Net
Profits or Losses or Net Capital Gain or Loss st the net amount of any items so allocated and
the profits, losses and all other items allocategbich Member shall, to the extent possible, balequ
to the net amount that would have been allocatehdh Member if the allocations required by the
preceding sentence had not been made.

K. Allocation of Gross Income to Restore Capital Acount Deficit

In the event any Member has a distribution sx@apital Account at the end
of any fiscal year which is in excess of the surfi)ahe amount the Member is obligated to restore
pursuant to any provision of the Agreement, @mndthe amount the Member is deemed to be
obligated to restore pursuant to the penultimatéesees of Section 1.704-2(g)(1) and 1.704-2(i)(5)
of the Regulations, such Member shall be specallycated items of income and gain in the
amount of such excess as quickly as possible, gedvithat an allocation pursuant to this
subparagraph shall be made only if and to the extet such Member would have a Capital
Account with a deficit balance in excess of suam stiter all other allocations provided for in this
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Paragraph 5 have been made as if Subparagraphréathg to allocations under a qualified
income offset hereof and this subparagraph werartbe Agreement.

L. Allocation of Capital Event Adjustments and Subgquent Effects

To the extent the Gross Value of any asset ohfgamy is increased or
decreased for a "capital event" as described iragPaph 4.5 relating to Capital Account
adjustments for special events, any resulting bgeik or loss shall be allocated as required for
capital account purposes and subsequent allocaifansome, gain, loss or deduction with respect
to such asset shall take into account any differdretween the adjusted basis of such asset for
Federal income tax purposes and its Gross AssatVal

M. Allocation of Net Profits and Net Losses Consisnt with Distributions

Notwithstanding any other provision of the Agremt, the Net Profits and
Net Losses shall be allocated in a manner thatrisistent with the requirements for distributiohs o
cash described elsewhere in the Agreement, théreaagents for distribution of assets of Company
upon its dissolution and winding up strictly in amtance with capital account balances determined
in accordance with these procedures described batalvthe requirements for the allocations to
comply with applicable Regulations under Code $actio4(b).

N. Allocations of Income, Gain, Losses, and Deduotis to Comply with
Regulations and Intentions of Members

The allocations of income, gains, losses, amductens set forth in the
Agreement are intended to comply strictly with Ragians Section 1.704-1(b), and Regulations
Section 1.704-2, and are intended to have "sulstacbnomic effect" within the meaning of those
Regulations. The allocations may not be consistétht the manner in which Members intend to
divide Company distributions. Accordingly, Manageare hereby authorized to divide allocations
of Net Profits, Net Losses, and other items amomgnbkrs so as to prevent the allocations from
distorting the manner in which Company distribusionill be divided among Members pursuant to
this Article. In general, Members anticipate ttras will be accomplished by specially allocating
other Net Profits, Net Losses, and items of incogad, loss, and deduction among the Members
so that the net amount of the allocations and spelial allocations to each such Member is zero.
If, for whatever reason, Managers determine thatalfocation provisions of the Agreement are
unlikely to be respected for federal income taxppaes, the Managers are granted the authority to
amend the allocation provisions of the Agreementheé minimum extent necessary to effect the
plan of allocations and distributions provided Ire tAgreement. The Managers shall have the
discretion to adopt and revise rules, conventionis@ocedures as they believe appropriate in any
reasonable manner with respect to the admissidveohbers to reflect the Members' Interests in
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Company at the close of the year.

O. Order for Applying Allocation Provisions

The allocation provisions of this Paragraph St&ll be applied in the
following order from first to last:

() Allocation of Company minimum gain chargebacls aequired by
Subparagraph C;

(i) Allocation of member minimum gain chargebacks aequired by
Subparagraph D;

(i) Allocation of qualified income offset as reiged by Subparagraph E;
(iv)  Allocation of non-recourse deductions as reggliby Subparagraph F;

(v) Allocation of Income, Gains or Losses relatedcontributed property as
required by Subparagraph G;

(vi)  Allocation of gain and loss from sale or ottéisposition of property not
revalued as required by Subparagraph H;

(vii)  Allocation of Net Profits as required by Suspgraph A;
(viii)  Allocation of Net Losses as required by Salggraph B;

(ix)  Allocation of gains and losses related to atipent in tax basis as required
by Subparagraph I;

(x) Allocations to avoid adjusted capital accourdgfidt as required by
Subparagraph J;

(xi)  Allocation of gross income to restore cap#iacount deficit as required by
Subparagraph K;

(xii)  Allocation of a capital account adjustmentissubsequent effects as required
by Subparagraph L;

(xii)  Allocation of net profits and net losses cistent with distributions as
required by Subparagraph M;
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(xiii)  Allocation of income, gains, losses and detibns to comply with
regulations and intentions of Members as requiye8ubparagraph N.

5.3 DEFINITIONS OF TECHNICAL TERMS USED FOR ALLOCA TION
PURPOSES
A. "Adjusted Capital Account Deficit" means, with respect to any Member, the deficit

balance, if any, in such Member's Capital Accounbfithe end of the relevant fiscal year, after
giving effect to the following adjustments:

() Credit to such Capital Account means any am® which such
Member is obligated to restore (pursuant to thengeof such Member's Promissory Note or
otherwise) or is deemed to be obligated to resmresuant to the penultimate sentence of
Regulations Section 1.704-1(b)(4)(iv)(f); and

(i) Debit to such Capital Account means themise described in
Regulations Sections 1.704-1(b)(2)(ii)(d)(4), 1.-2@8)(2)(ii)(d)(5), and 1.704-1(b)(2)(ii)(d)(6).

The foregoing definition of Adjusted Capital Acmt Deficit is intended to
comply with the provisions of Regulations Sectia@0#-1(b)(2)(ii)(d) and shall be interpreted
consistently therewith.

B. "Company Minimum Gain" has the meaning set forth in Regulations Sedi@04-2(f).
“Company Minimum Gain" refers to the concept thag¢ disposition of an item of Company
property encumbered by a Non-recourse Liability aneount of which exceeds the adjusted tax
basis of the property (or book value of the prgp#ithe property is properly reflected on the beok
of Company at a value that differs from its adjdste basis) will generate gain in an amount that i
at least equal to such excess. The amount of Qoyianimum Gain is determined by computing,
with respect to each Non-recourse Liability of Camp the amount of gain (of whatever
character), if any, that would be realized by Conyp# it disposed of (in a taxable transaction)
Company property subject to such liability in fudhtisfaction thereof (and for no other
consideration), and by then aggregating the am@ant®mputed. The determination of the amount
of Company Minimum Gain shall be made pursuant asguRations Section 1.704-2(g). A
Member's share of Company Minimum Gain at the endny Company taxable year shall be
determined pursuant to Regulations Section 1.76%-2(

C. "Member's Share of Minimum Gain" is determined by computing the amount of gain (of
whatever character), if any, that would be realibgdCompany if it disposed of (in a taxable
transaction) Company property subject to the Mentben-recourse Debt in full satisfaction

thereof (and for no other consideration). The rdatetion of the amount of Member's Share of
Minimum Gain shall be made pursuant to the primgptontained in Regulations Section 1.704-
2(g). A Member's Share of Minimum Gain at the @ficany Company taxable year shall be
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determined pursuant to Regulations Section 1.76%-2(

D. "Member Non-recourse Debt means any Non-recourse Debt of Company for whith
Member bears the economic risk of loss within treaning of Treasury Regulation 1.704-2(b)(4).
"Non-recourse Debt" means any Company liability teaonsidered non-recourse for purposes of
Regulations Section 1.1001-2 and any Company ilialdr which the creditor's right to repayment
is limited to one or more assets of Company.

E. "Member Non-recourse Deduction” means any item of Company Non-recourse
Deduction that is attributable to a Member Non-tgse Debt. The amount of a Member Non-
recourse Deduction with respect to the Member Nmourse Debt for a Company taxable year
equals the excess, if any, of the amount of theineease during such year in the amount of
Minimum Gain Attributable to such Member Non-res®miDebt, over the aggregate amount of any
distributions during such year to the Member ttesrb the economic risk of loss for the Member
Non-recourse Debt of the proceeds of the Member-fdoourse Debt that are allocable to an
increase in the Minimum Gain Attributable to suctervber Non-recourse Debt, and shall be
determined in accordance with Regulations Sectiod4t2(i)(2).

F. "Company Non-recourse Deduction"means any item of loss, deduction or Code Section
705(a)(2)(B) expenditure attributable to Non-reseuriabilities of Company. The amount of Non-
recourse Deductions for a Company taxable yeargthumexcess, if any, of the net increase in the
amount of Company Minimum Gain during such taxafgar, over the aggregate amount of any
distributions during such year of proceeds of a -Nmourse Liability that are allocable to an
increase in Company Minimum Gain, and shall berdeteed in accordance with Regulations
Section 1.704-2(g). "Non-recourse Liabilities" meéabilities of Company (or portion thereof) for
which no Member bears the economic risk of loss.

G. "Net Profits" and "Net Losses" means, for each fiscal year or other period, anusn
equal to Company's taxable income or loss for seen or period, determined in accordance with
Code Section 703(a), and all items of income, ghkies, or deduction required to be stated
separately pursuant to Code Section 703(a)(1) bkedlcluded in taxable income or loss, with the
following adjustments:

(1) Any income of Company that is exempt frorddeal income tax and
not otherwise taken into account in computing Nefif3 or Net Losses pursuant to this Paragraph,
shall be added to such taxable income or loss;

(i)  Any expenditures of Company described in d€o Section
705(a)(2)(B) or treated as Code Section 705(a)jBt@enditures pursuant to Regulations Section
1.704-1(b)(2)(iv)(i), and not otherwise taken imtccount in computing Net Profits or Net Losses
pursuant to this Subparagraph, shall be subtré@edsuch taxable income or loss;

(i) In the event the Gross Asset Value of &gmpany asset is adjusted
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pursuant to Subparagraph 4.4B, the amount of sdicistenent shall be taken into account as gain
or loss from the disposition of such asset for psgs of computing Net Profits or Net Losses;

(iv)  Gain or loss resulting from any disposit@nCompany property with
respect to which gain or loss is recognized foefadincome tax purposes shall be computed by
reference to the Gross Asset Value of the progkspgosed of, notwithstanding that the adjusted tax
basis of such property differs from its Gross AS&stie;

(V) In lieu of the depreciation, amortizatiomdaother cost recovery
deductions taken into account in computing suchliexincome or loss, there shall be taken into
account depreciation for such fiscal year or otperiod, computed in accordance with
Subparagraph (D) of this Paragraph hereof; and

(vi)  Notwithstanding any other provision of titaragraph, any items that
are specially allocated pursuant to Article V of thgreement shall not be taken into account in
computing Net Profits or Net Losses.

H. "Depreciation” means, for each fiscal year or other period, amusatequal to the
depreciation, amortization, or other cost recowdagiuction allowable with respect to an asset for
such year or other period, except that, if the &Asset Value of an asset differs from its adjusted
basis for federal income tax purposes at the beginof such year or other period, depreciation
shall be an amount that bears the same ratio to Iseginning Gross Asset Value as the federal
income tax depreciation, amortization, or othert cesovery deduction for such year or other
period bears to such beginning adjusted tax basis.

For purposes of this Paragraph, "Gross AssaiéVaheans, with respect to
any asset, the asset's adjusted basis for fedewhe tax purposes, except as follows:

() The initial Gross Asset Value of any assattabuted by a Member
to Company shall be the gross fair market valusugh asset, as determined by the contributing
Member and Company;

(i)  The Gross Asset Values of all Company asséill be adjusted to
equal their respective gross fair market valuesledsrmined by the Managers, as of the following
times: (a) the acquisition of an additional interest in Complay any new or existing Member in
exchange for more than a de minimis Capital Caniidb; (b) the distribution by Company to a
Member of more than a de minimis amount of Companperty as consideration for an interest in
Company if the Managing Member reasonably detemnthat such adjustment is necessary or
appropriate to reflect the relative economic irgeseof the Members in Company; aa) the
liquidation of Company within the meaning of Redialas Section 1.704-1(b)(2)(ii)(9);

(i)  The Gross Asset Value of any Company asfistributed to any
Member shall be the gross fair market value of sisdet on the date of distribution; and
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(iv)  The Gross Asset Values of Company assetl ble increased (or
decreased) to reflect any adjustments to the adjusdsis of such assets pursuant to IRC Section
734(b) or 743(b), but only to the extent that sadjustments are taken into account in determining
Capital Accounts pursuant to Regulations Secti@04:1(b)(2)(iv)(m) and other provisions of the
Agreement, provided, however, that Gross Asset &&lshall not be adjusted pursuant to this
Paragraph to the extent the Managers determineathatljustment pursuant to Item (ii) above is
necessary or appropriate in connection with a #&etien that would otherwise result in an
adjustment pursuant to this Paragraph.

If the Gross Asset Value of an asset has betmrdined or adjusted
pursuant to this Paragraph hereof, such Gross Afslee shall thereafter be adjusted by the
depreciation taken into account with respect tt sisset for purposes of computing Net Profits and
Net Losses.

5.4 DISTRIBUTIONS OF NET CASH FLOW BY COMPANY

Subject to any limitations found elsewhere in thgreement and under law
including that the assets of Company after theidigton be in excess of all liabilities except for
liabilities owed to Members for their capital Cabtitions as described in Paragraph 5.6, Managers
may, but are not required to, upon unanimous diggribute any Net Cash Flow as defined below
among Members in accordance with their respectreddtage Interest (i.e. Michele Tasillo 10%,
Donald Bruce Baillio 10%, Variance Strategy LLC 80%ut only to those persons or entities
recognized on the books of Company as Members assignees of interests on the day of the
distribution. With respect to any fiscal perioktNCash Flow means all cash revenues of Company
during that period (including interest or otherréags on the funds of Company), lébe sum of
reserves for the following amounts:

() All payments of principal and interest on angeébtedness of Company;

(i)  All payments for carrying costs or operatingsts incurred incident to the operation of the
business of Company and in accordance with thestefrthe Agreement; and

(i)  Reasonable working capital funds for continges incident to the conduct of the business
of Company.
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5.5 ALLOCATION OF NET PROFITS AND LOSSES AND DISTRIBUTIONS
IN RESPECT OF A TRANSFERRED INTEREST

If any Interest is transferred, or is increasedexreased by reason of the admission
of a new Member or otherwise, during any fiscalrygaCompany, each item of income, gain, loss,
deduction, or credit of Company for such fiscalryglaall be assigned pro rata to each day in the
particular period of such fiscal year to which suteim is attributable (i.e., the day on or during
which it is accrued or otherwise incurred) andahmunt of each such item so assigned to any such
day shall be allocated to the Member based upwasigective Interest at the close of such day.

For the purpose of accounting convenience anglsity, Company shall treat a
transfer of, or an increase or decrease in, anestten Company which occurs at any time during a
semi-monthly period (commencing with the semi-mbntberiod including the date hereof) as
having been consummated on the first day of sucti-s®nthly period, regardless of when during
such semi-monthly period such transfer, increasedexrease actually occurse( sales and
dispositions made during the first 15 days of amontin will be deemed to have been made on the
16th day of the month).

Notwithstanding any provision above to the cawgiragain or loss of Company
realized in connection with a sale or other digpwsiof any of the assets of Company shall be
allocated solely to the parties owning InterestiCmmpany as of the date such sale or other
disposition occurs.

5.6 DISTRIBUTION OF ASSETS BY COMPANY

Distributions of assets with respect of an Irgene Company shall be made only to
the Members who, according to the books and readr@®mpany, are the holders of record of the
Interests in respect of which such distributioresraade on the actual date of distribution. Neither
Company nor any Member shall incur any liability foaking distributions in accordance with the
provisions of the preceding sentence, whether biQoonpany or the Member has knowledge or
notice of any transfer or purported transfer of exghip of Interest in Company which has not been
approved by unanimous vote of the Members.

5.7 LIMITATION ON RIGHTS TO DISTRIBUTIONS

No Member shall be entitled to any distributionni Company until Company
actually makes the distribution. No Member shallénthe right to demand that any distribution be
paid in any form other than cash.

46



5.8 IMPAIRMENT OF CAPITAL LIMITATIONS ON DIVISION AND
DISTRIBUTION OF NET PROFITS

Company may, from time to time, divide the neffipg of its business and distribute
the same to the Members of Company upon the gsigased in this Article V; provided that after
distribution is made, the assets of Company arexgcess of all liabilities of Company except
liabilities to Members on account of their Capi@bntributions after giving effect to all
distributions, revaluations and allocations.

5.9 ORDER OF APPLYING DISTRIBUTION PROVISIONS

Subject to Paragraph 2.5 relating to limitatiooa withdrawal of capital
contributions by Members, Paragraph 5.6 relatingligiributions of assets by Company, and
Paragraph 5.7 relating to impairment of capitalthtions on division and distribution of net prefit
the provisions of the Agreement relating to casltribution shall be applied in the following order:

0] Distribution of cash from operations as peraedtunder Paragraph 5.4;
(i) Distribution of cash from the Purchase of arMer's Interest as provided in Paragraph 9.2;

(i)  Distribution of cash from the liquidation @ompany as provided in Paragraphs 8.5, 8.6 and
8.7.

In exercising any discretion permitted under thgreement concerning the
distribution of assets, the Managers shall notdogiired to make any distribution under a given
paragraph of the Agreement assigned a higher drefere making a distribution under a lower
priority paragraph of the Agreement.
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ARTICLE VI

Accounting, Records, and Reporting by Members

6.1 ACCOUNTING DECISIONS AND RELIANCE ON OTHERS

All decisions as to accounting matters, excepothgrwise specifically set forth
herein, shall be made by the Managers. The Magaay rely upon the advice of the independent
accountants of the Company as to whether suchidegisre in accordance with accounting
methods followed for federal income tax purposes.

6.2 RECORDS AND ACCOUNTING MAINTAINED

The books and records of Company shall be kepittlze financial position and the
results of its operations recorded, in accordanitie tive accounting methods followed for federal
income tax purposes. The books and records of @oynghall reflect all Company transactions
and shall be appropriate and adequate for Comphuogisess. The fiscal year of Company for
financial reporting and for federal income tax msgs shall be the calendar year.

6.3 ACCESS FOR MEMBERS TO ACCOUNTING RECORDS

All books and records of Company shall be maistdiat any office of Company or
at Company's principal place of business, and Bahber or holder of an Economic Interest, and
his duly authorized representative, shall have sscée them at such office of Company and the
right to inspect and copy them at reasonable times.

6.4 ANNUAL TAX INFORMATION FOR MEMBERS

Company shall use its best efforts to delivesdoh Member within 90 days after the
end of each fiscal year all information necessarytlie preparation of such Member's federal
income tax return. Company shall also use its &iéstts to prepare, within 120 days after the end
of each fiscal year, a financial report of Comp#orysuch fiscal year, containing a balance sheet as
of the last day of the year then ended, an incdatersent for the year then ended, a statement of
cash flows, and a statement of reconciliation ef@apital Accounts of Members.
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6.5 FEDERAL INCOME TAX ELECTIONS MADE BY MANAGERS

The Managers on behalf of Company may make etdtiehs for federal income tax
purposes, including but not limited to, the follogi

A. Use of Accelerated Depreciation Methods

To the extent permitted by applicable law angulaions, Company may
elect to use an accelerated depreciation methahpmepreciable unit of the assets of Company;
and

B. Adjustment of Basis of Assets

In case of a transfer of all or part of the leg of any Member, Company
may elect, pursuant to Code Sections 734, 74378adf the Code, as amended (or corresponding
provisions of future law) to adjust the basis & &éssets of Company.

C. Accounting Method

For financial reporting purposes, the books r@edrds of Company shall be
kept on the accrual method of accounting appliec inonsistent manner and shall reflect all
transactions of Company and be appropriate anduatiépr the purposes of Company.

6.6 ANNUAL FILING OF LIST OF MANAGERS AND DESIGNAT ION OF
AGENT FOR SERVICE OF PROCESS

Managers on behalf of Company shall, within nin€d0) days after filing the
original Articles and annually thereafter on or dvef the last day of the month which the
anniversary date of the filing of the original Atés occurs in each year, file with the Secretéry o
State an annual statement on a form prescribetidoécretary of State and enclose any required
filing fee. The statement required to be filed hastain all of the information required by Act.
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ARTICLE VII

Transfer and Assignment of | nterests

7.1 TRANSFER AND ASSIGNMENT OF INTERESTS

No Member shall be entitled to assign, convely, secumber or in any way alienate
all or any part of his Membership Interest in Compand as a Member except with the prior
written consent of all the other Members, whichsamt may be given or withheld, conditioned or
delayed (as allowed by the Agreement or the Ast)the other Members may determine in their
sole discretion. Transfers in violation of thigd&aaph 7.1 shall only be effective to the extenmt s
forth in Paragraph 7.4, below.

7.2 FURTHER RESTRICTIONS ON TRANSFER OF INTERESTS

In addition to other restrictions found in therdgment, no Member shall assign,
convey, sell, encumber or in any way alienate allaoy part of his Membership Interest in
Company: (i) without registration under applicable federal atate securities laws, or unless he
delivers an opinion of counsel satisfactory to Campthat registration under such laws is not
required; oxii) if the Interest to be sold or exchanged, when éddehe total of all other Interests
sold or exchanged in the preceding twelve (12) @cutsre months prior thereto, would result in the
termination of Company under Code Section 708.

7.3 SUBSTITUTION OF MEMBERS AFTER TRANSFER OF INTE REST

A transferee of a Membership Interest shall hifneeright to become a substitute
Member only if(i) the requirements of Paragraph 7.1 relating tactmsent of other Members and
7.2 relating to securities and tax requirementsdfeare met,(ii) such Person executes an
instrument satisfactory to the Remaining Membecgpiing and adopting the terms and provisions
of the Agreement, an(ii) such person pays any reasonable expenses in donngith his or her
admission as a new Member. An assignee who becamsabstituted Member has, to the extent
assigned, the rights and powers of a Member utdeAtticles, the Agreement and the Act. An
assignee who becomes a substituted Member isialsle for obligations to contribute to capital
and to return any unlawful distributions made tsigrsee.
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7.4 NO EFFECT TO TRANSFERS IN VIOLATION OF AGREEME NT

Upon any transfer of Membership Interest in Camgpan violation of the
Agreement, the transferee shall have no right tbggzate in the management of the business and
affairs of Company or to become a Member, but $tastsferee shall only be entitled to receive the
share of profits or other compensation by way obme and the return of contributions to which
the transferor of such Interest in Company woulitentise be entitled. Until the assignee of a
Membership Interest in Company becomes a Memberagkignor continues to be a Member and
to have the power to exercise any rights and poefeasMember, including the right to vote.

7.5 PLEDGE OR GRANT OF SECURITY INTEREST

A Member shall not be entitled to pledge or grargecurity interest, lien or other
encumbrance in or against any or all of the Mentherterest of a Member, without the prior
written consent of the other Members, in their siideretion.

ARTICLE VI

Dissolution and Winding Up

8.1 CONDITIONS OF DISSOLUTION

Company shall be dissolved, its assets shaliggsed of, and its affairs wound up
on the first to occur of the following:

() The expiration of the period fixed for therdtion of Company term as stated
in its Articles;

(i) A determination by the unanimous written @gment of all Members that
Company shall be dissolved and wound up;

(i)  The occurrence of a Disassociation Evend ahe failure of either(a)
Company or the Remaining Members to purchase tkeekt of the Former Member as provided in
Paragraph 9.2p) the other Members to provide consent for a tramsfulting in the occurrence of
the Dissolution Event;

(iv)  The sale of all or substantially all of tassets of Company; or
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(v) The entry of a decree of judicial dissolutitly a court of competent
jurisdiction providing for the dissolution of Compafiled by any Manager or any Member or
Members.

8.2 STATEMENT OF INTENT TO DISSOLVE

As soon as possible following the occurrence of af the events specified in
Paragraph 8.1, Managers on behalf of Company §lelh certificate of dissolution and form
prescribed by the Secretary of State as requirdtidoyrct. The Managers shall deliver two signed
copies of the Statement of Intent to Dissolve ® 8ecretary of State. Upon the filing by the
certificate of dissolution, the Company shall ceasearry on its business, except insofar as may be
necessary for the winding up of its business, tsuteparate existence continues until the cettfica
of cancellation of articles of organization Dissmno have been filed with the Secretary of State or
until a decree dissolving the Company has beemezhbgy a court of competent jurisdiction.

8.3 WINDING UP

Upon the occurrence of any of the events spedifid?aragraph 8.1, Company shall
continue solely for the purpose of winding up figies in an orderly manner, liquidating its assets
disposing of and conveying its property, collectamgl dividing its assets, satisfying the claims of
its creditors and prescribing and defending actlon®r against Company in order to collect and
discharge obligations. Members and no Member shlell any action that is inconsistent with, or
not necessary to or appropriate for, winding uphihginess and affairs of Company. To the extent
not inconsistent with the foregoing, all covenaartid obligations in the Agreement shall continue in
full force and effect until such time as the ashetge been distributed and Company has terminated.

8.4 RESPONSIBILITIES FOR WINDING UP

Managers who have not wrongly dissolved Comparif rmone, the Members shall

be responsible for overseeing the winding up aqadation of Company, shall take full account of
the liabilities of Company and assets, shall catseassets to be liquidated as promptly as is
consistent with obtaining the fair market valuerdogé and shall cause the proceeds therefrom, to
the extent sufficient therefore, to be applied astributed as next provided. The persons
responsible for winding up the affairs of Compahglsgive written notice of the commencement
of winding up by mail for all known creditors ankimants whose addresses appear on the records
of Company.
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8.5 ORDER OF PAYMENT OF LIABILITIES UPON DISSOLUTI ON

In settling accounts of Company after dissolytibtte Managers shall settle the
liabilities of Company with payments in the followj order, as required by the Act:

(1) To creditors other than Members, in the omfgpriority as provided by law,
except those to Members of Company on accounteaf¢bntributions;

(i)  To creditors who are Members (i.e. Memberis) in order of priority except
amounts owed to Members on account of their carttabs;

(i)  To Members of Company in respect of thdmae of the Net Profits and
other compensation by way of income on their MestuprPercentage Interest;

(V) To Members of Company in accordance withrdspective positive account
capital balances after giving effect to all Capi@dntributions, distributions, revaluations and
allocations required under this Agreement.

8.6 COMPLIANCE WITH REGULATIONS

All payments to the Members upon the winding disdolution of Company shall be
strictly in accordance with the positive capitat@mnt balance limitation and other requirements of
Regulations Section 1.704-1(b)(2)(ii)(b).

8.7 LIMITATIONS ON PAYMENTS MADE IN DISSOLUTION

Except as otherwise specifically provided in Aggeement, each Member shall only
be entitled to look solely at the assets of Companythe return of his positive capital account
balance. Managers or Members winding up the aftdilGompany shall be entitled to reasonable
compensation.

ARTICLE IX

Consequences of Death, Dissolution, Retirement or Bankruptcy of Member or Transfer of
Membership I nterest

9.1 CONSENT TO CONTINUE BUSINESS OF COMPANY

Upon the occurrence of any Dissolution Event, gany shall dissolve unless the
remaining Members consent to the continuation ettisiness of Company. If the Member whose
actions or conduct result in the Dissolution Ev€tormer Member") rightfully demands the
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purchase of his/her Membership Interest, the Comnpaith the unanimous consent in writing of
the Remaining Members) shall, within six (6) monftbifowing such written notice, purchase the
Former Member's Interest as provided in Paragrapto@void dissolution of Company.

9.2 PURCHASE OF MEMBER'S INTEREST

Upon the occurrence of any Dissolution Event #ired unanimous consent by the
remaining Members to continue the business of Cagpthe other members (the “Remaining
Members”) shall have the option to purchase sucm&oMember’'s Membership Interest. Within
ninety (90) days of the Unanimous Consent or withiirety (90) days of the receipt of the rightful
demand for the purchase of his’lher Membershipdatdyy such Former Member, the Remaining
Members shall notify the Managers in writing ofithdesire to purchase a portion of the Former
Member's Interest in the place and stead of thepgaom

9.3 FAILURE TO SUBMIT NOTICE OF PURCHASE

The failure of any Remaining Member to submitadiae within the applicable
period shall constitute an election on the parthef Member not to purchase any of the Former
Member's Interest. Each Remaining Member shakditer be entitled to purchase a portion of the
Former Member's Interest based on the Remaining bddeémPro Rata Part on the date of the
Unanimous Consent or the date of receipt of thetfiydemand for purchase of his/her Interest by
the Former Member.

9.4 ELECTION TO PURCHASE LESS THAN ALL OF AN INTEREST

In the event any Remaining Member elects to @semone or less than all of its pro
rata part of the Former Member's Interest, thes alection, those Remaining Members can elect
to purchase more than their pro rata part, i.e,ptoportion that the Percentage Interest of the
Former Member bears to the aggregate of the Pagetterests of all Members and the Former
Member. If the Remaining Members fail to purchdse entire interest of the Former Member,
Company may elect to purchase the former Memhaesdst unpurchased portion. If none of the
above elects to purchase, the same shall passdgtiom of law to any assignee (such as a third
party arm’s length purchaser in good faith) or Istehain in the hands of the Former Member,
subject to any right of the holder of such interlestdemand payment therefore according to
Delaware law. Notwithstanding any provision of thgreement to the contrary, the remaining
Members may mutually agree to any alternate allmecatf the Former Member's Interest to be
purchased by each of them.
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9.5 VALUATION OF INTEREST OF MEMBER

The Former Members Interest shall be valued daugto its book value for federal
income tax purposes, provided, however, if the Eorilember deems the book value to vary from
fair market value by more than ten percent (10%ghsperson shall be entitled to require an
appraisal. In such event, the Former value ofRtemer Member's Interest shall equal the fair
market value of the Interest as determined by ageeé within ninety (90) days after the notice to
remaining Members or, in case of a failure to agmhin such ninety (90) day period, as
determined by three appraisers, one selected dyatmeer Member, one selected by the Remaining
Members, and one selected by the two appraisemarsed. The fair market value of the Former
Member's interest in Company shall be the averégieedwo appraisals closest in amount to each
other. In the event the fair market value is deibeed to be within ninety-five percent (95%) of
book value, the Former Member requesting such &abrahall pay all expense of the same
otherwise incurred by the parties offering to emttr the transaction at the book valuation.

9.6 PAYMENT OF PURCHASE PRICE

The purchase price shall be paid by CompanyeoR#&maining Member, as the case
may be, either: (i) in five (5) equal annual installments of princigalgether with interest,
commencing to accrue from the date of closinghatthen current Applicable Federal Rate (the
"AFR") under Section 1274(d) of the Code for thenthan which the first payment is made (or a
rate per annum equal to what the AFR would be dochsnonth under IRC Section 1274(d) of the
Code if the AFR is no longer published) to fully @atize such purchase price over such ten (10)
payments with the first payment being due and paya® days after the determination of the fair
market value of the Former Member's Interest in @amy, or(ii) within 60 days after the
determination of the fair market value of the Faridember's Interest in Company, as Company or
the Remaining Member, as the case may be, mayielietir sole discretion, .

9.7 PURCHASE TERMS VARIED BY AGREEMENT

Nothing contained herein is intended to proHimbers from agreeing upon terms
and conditions for the purchase by Company or aeynber of the Interest of any Member in
Company desiring to retire, withdraw or resignyimole or in part, as a Member (on such terms and
conditions as may be agreed upon by the selling béermand Company or the remaining Members
as the case may be), nor is anything herein intenaldimit or otherwise affect the ability of a
Member to demand a return of his or its contributm Company as provided in the Act.
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9.8 DEMAND BY HEIRS

As concerns this article 1X, demand for purchasea deceased, dissolved or
bankrupt Former Member’s Interest, may be madééyatter’'s trustee or heirs.

ARTICLE X

I ndemnification

10.1 INDEMNIFICATION OF MEMBERS AND MANAGERS

To the greatest extent not inconsistent withAbeand the other laws and public
policies of the State of Delaware, Company shalemnify against expenses and liabilities any
Member or Manager made a party or who was thredtenbe made a party to any proceeding by
Company or another because such party is or wagrabler or Manager, as a matter of right,
against all liability incurred by such individual connection with any action, suit, or proceeding o
any threatened, pending or complete action of suwitproceeding; whether civil, criminal,
administrative, or investigative provided that hal be determined in the specific case Iin
accordance with Paragraph 10.5 of this Article »at tindemnification of such individual is
permissible in the circumstances because the dhdiihas met the standard of conduct for
indemnification set forth in this Article X.

10.2 ADVANCE UNDERTAKINGS FOR INDEMNIFICATION

To the greatest extent not inconsistent with Alo¢ and other laws and public
policies of the State of Delaware, Company shayl fom or reimburse the reasonable expenses
incurred by a Member or Manager in connection \&itly such proceeding as incurred in advance
of final disposition of the action, suit, or prode® thereof if(i) the individual furnishes Company
a written affirmation of the individual's good faibelief that he or she has met the standard of
conduct for indemnification described in Paragrapto, (i) the individual furnishes Company a
written undertaking, executed personally or on sadividual's behalf, to repay the advance if it is
ultimately determined by a court of competent pliggon that such individual did not meet such
standard of conduct and that he is not entitldzetondemnified, anglii) a determination is made in
accordance with Paragraph 10.7 that based upors fhenh known to those making the
determination, indemnification would not be preelddinder this Article.

The undertaking described above must be a genbfigation of the individual,
subject to such reasonable limitations as Compaayparmit, but need not be secured and may be
accepted without reference to financial abilityniake repayment. Company shall indemnify a
Member or Manager who is wholly successful, onrtiegits or otherwise, in the defense of any
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such proceeding, as a matter of right, againstoredde expenses incurred by the individual in
connection with the proceeding without the requestrof a determination as set forth in Paragraph
10.7.

10.3 ADVANCEMENT OF EXPENSES

Upon demand by a Member or Manager for indenatibe or advancement of
expenses incurred in defending a civil or crimmt or proceeding, as the case may be, Company
shall expeditiously determine whether the MembeManager is entitled thereto in accordance
with this Article X. The indemnification and adwament of expenses provided for under this
Article X shall be applicable to any proceedingiaig from acts or omissions occurring before or
after the adoption of this Agreement.

10.4 INDEMNIFICATION OF OTHERS

Company shall be empowered, but shall not begated, to indemnify any
individual who is or was an employee or agent onany to the same extent as if such individual
was a Member or Manager.

10.5 STANDARDS OF CONDUCT FOR INDEMNIFICATION

Indemnification of a Manager or Member is peribissunder this Article X only if
(i) he conducted himself in good faith, gndl he reasonably believed that his conduct was &t or
least not opposed to Company's best interests(i@nth the case of any criminal proceeding, he
had no reasonable cause to believe his conducumas/ful. The termination of a proceeding by
judgment, order, settlement, conviction or uporea pfnolo contendere or its equivalent is not, of
itself, determinative that the individual did noeet the standard of conduct described in this
Paragraph 10.5.

10.6 PROCEDURES TO DETERMINE INDEMNIFICATION

A determination as to whether indemnification ohdvancement of expenses is permissible
shall be made by any one of the following procesture

() By the Members by a majority vote consistisigMembers not at the time
parties to the proceedings; or

(i) By special legal counsel selected by the Mers in the manner prescribed
in Subparagraph 10.7(i) below.
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10.7 COURT ORDER OF INDEMNIFICATION

A Member or Manager of Company who is a parta goroceeding may apply for
indemnification from Company to the court, if angnducting the proceeding or to another court of
competent jurisdiction. On receipt of an applmatithe court may order indemnification if it
determines:

() In a proceeding in which the Member or Marraigewholly successful, on
the merits or otherwise, the Member or Managenisled to indemnification under this section, in
which case the court shall order Company to payMeenber or Manager his or her reasonable
expenses incurred to obtain such court orderedrindieation; or

(i) The Member or Manager is fairly and reasdypamntitled to indemnification
in view of all the relevant circumstances, wheibrenot the Member or Manager met the standard
of conduct set forth in Paragraph 10.6 above.

10.8 INDEMNIFICATION WITH RESPECT TO EMPLOYEE BENE FIT
PLANS

To the greatest extent not inconsistent with Alo¢ and other laws and public
policies of the State of Delaware, indemnificatébrall also be provided for an individual's conduct
with respect to an employee benefit plan if thevidial reasonably believed his conduct to be in
the interests of the participants in and benefiesaof plan.

10.9 DESCRIBED INDEMNIFICATION RIGHTS NON-EXHAUSTI VE

Nothing contained in this Article shall limit npreclude the exercise or be deemed
exclusive of any right under the law, by contractotherwise, relating to indemnification of or
advancement of expenses to any individual who isas a Member or Manager of Company or is
or was serving at Company's request as a direxffarer, partner, manager, trustee, employee, or
agent of another foreign or domestic Company, pastnp, association, limited liability Company,
corporation, joint venture, trust, employee bena@én, or other enterprise, whether for profit ot.n

10.10 CONSTRUCTION OF INDEMNIFICATION RIGHTS

Nothing contained in this Article X shall limiheé ability of Company to otherwise
indemnify or advance expenses to any individudl. is Ithe intent of this Article to provide
indemnification to Members and Managers to thesfiilextent now or hereafter permitted by the
law consistent with the terms and conditions of aiticle X. Indemnification shall be provided in
accordance with this Article X irrespective of tiegure of the legal or equitable theory upon which
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a claim is made including without limitation neglitce, breach of duty, mismanagement, waste,
breach of contract, breach of warranty, strictiliigh violation of federal or state securities law
violation of the Employee Retirement Income Segukitt of 1974, as amended, or violation of any
other state or federal law.

10.11 DEFINITIONS FOR INDEMNIFICATION PROVISIONS

A. "Expenseésmean all direct and indirect costs (includingheitit limitation
counsel fees, retainers, court costs, transcripes of experts, witness fees, travel expenses,
duplicating costs, printing and binding costs, ghte charges, postage, delivery service fees and
all other disbursements or out-of-pocket expensesally incurred in connection with the
investigation, defense, settlement or appeal abageding or establishing or enforcing a right to
indemnification under this Section, applicable @Evotherwise.

B. "Liabilities’ mean the obligations (including one incurred byaywof
settlement) to pay a judgment, settlement, perfaliy, excise tax (including an excise tax assessed
with respect to an employee benefit plan), or nealle expenses incurred with respect to a
proceeding.

C. "Party means an individual who was, is or is threateindoe made a named
defendant or respondent in a proceeding.

D. "Proceeding means any threatened, pending or completed actiaih or
proceeding, whether civil, criminal, administratmeinvestigative and whether formal or informal.

10.12 INSURANCE FOR INDEMNIFICATION

To the greatest extent not inconsistent with Ao¢ and other laws and public
policies of the State of Delaware, Company maylpage and maintain insurance or other financial
arrangement for the benefit of any individual weoor was a Member or Manager, employee or
agent, against any liability asserted against peeges incurred by such individual in any capacity
or arising out of such individual's service withr@many, whether or not Company would have the
power to indemnify such individual against suchilisy. The other financial arrangements made
by Company may include:

() The creation of a trust fund;
(i) The establishment of a program of self-insaegn

(i)  The securing of its obligation of indemnifitan by granting a security interest or other lien
on any assets of the Company;
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(iv)  The establishment of a letter of credit, guéyaor surety.

No financial arrangement may provide protectiondgperson adjudged by a court of competent
jurisdiction, after exhaustion of all appeals tlfrema, to be liable for intentional misconduct, fdau

or a knowing violation of law, except with respeid the advancement of expenses or
indemnification ordered by a court.

Any insurance or other financial arrangement n@udbehalf of a person pursuant to
this section may be provided by the Company orrgilkeson approved by Managers, if any, or by

Members, if no Managers exist, even if all or psHrthe other person's member's interest in the
Company is owned by the Company.

ARTICLE Xl

Special Condition

11.1 Reimbursement of Loans Upon Withdrawal
N/A

11.2 Enforcement of Non-competition, Non-solicitadtn and Confidentiality
Covenants

The parties agree that the Company and/or theaRerg Members shall have the
benefit of and the right to enforce the covenantgtained in article 2.15 and 2.16 of the present
Agreement even after the parties have ceased tddmebers of the Company which rights of
enforcement shall include but not be limited tegksgg injunctive relief in order to prevent or
obtain the cessation of the breach as well astarsdgiamages for any loss of revenue or other
prejudice cause to the Company as a result of seacTh.

ARTICLE Xl

60



Required Arbitration of Disputes

12.1 DISPUTES REQUIRING ARBITRATION

no party to this Agreement shall initiate any legetion in the courts with respect to any dispute
that relates to performance of the Agreement imetutbut not limited to the acts or omissions of
any Member or Company relating to performance @& #greement, the rights, duties, and
liabilities under the Agreement of any Member wiéspect to any other Member or Company, or
any claims or controversies that relate in any teagerformance of the Agreement (an "Arbitral
Dispute"), unless and until the party (or Compaprgvides written notification of the dispute (a
"Dispute Notice") to Members and Company submits dispute to the arbitrators to render a
decision in accordance with this Article. Speailiig, in this respect, Members and Company shall
submit any Arbitral Dispute as defined in the pddg sentence to an arbitration panel composed
of three (3) individuals not affiliated with any ker or Company to be selected in the fashion
described below in the event the Members and Coynpaiwveen or among themselves are unable
to resolve the Arbitral Dispute within thirty (36ays of the date upon which written notification of
the dispute ("Dispute Notice") is deemed receivetMbmbers and Company.

12.2 SELECTION OF ARBITRATORS

A. Initial Selection of Two Arbitrators

€)) The person or persons seeking a remedy #rlaitral Dispute (the
"Complaining Party," or if more than one person t®mplaining Parties”), who may be the
Company, a Member, more than one Member or any icatntn thereof, shall select one
arbitrator. In the event two or more persons askiag remedies as the Complaining Parties with
respect to a given Arbitral Dispute and the Conmitgy Parties cannot agree upon a single
arbitrator within thirty (30) days of the deemedeipt of the Dispute Notice, Managers shall select
an arbitrator for the Complaining Parties from amenlist of candidates provided separately or
collectively by the Complaining Parties. In theiet Managers cannot agree within forty-five (45)
days of the deemed receipt of the Dispute Noticandder then serving as President shall select an
arbitrator for the Complaining Parties from thersitted list.

(b) The other Members and Company who are galti¢ are not the
Complaining Parties in an Arbitral Dispute (the f@w®ling Parties") shall select one arbitrator. If
more than one Defending Party, and the DefendimgeBacannot agree within thirty (30) days of
the deemed receipt of the Dispute Notice, the Marsaghall select an arbitrator from among a list
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of candidates provided separately or collectivglyttie Defending Parties. In the event Managers
cannot agree within forty-five (45) days of the nhee receipt of the Dispute Notice, the Manager
then serving as President shall select an arhiti@t¢éhe Defending Parties from the submitted list

B. Selection of Third Arbitrator

Within ten (10) days of their selection, the twdbitrators selected as
described above shall select a third arbitratocaimplete the three person panel and to serve as
presiding arbitrator and provide notice to all M&rsdand Company.

C. Default Selection of Arbitrators

If (i) either the Complaining Party (or the Complainiragtiés as a group) or
the Defending Party (or the Defending Parties gsoap) fail in a timely fashion to nominate an
arbitrator or(ii) in the case of multiple moving or defending pattee multiple party fails in a timely
fashion to provide a list of candidates for Managar Manager to select an arbitrator for them, or
the two arbitrators appointed by the parties a@blento appoint a third arbitrator within the sthte
periods, then the arbitrator shall be appointethbyAmerican Arbitration Association according to
its own rules.

D. Optional Use of One Arbitrator

In lieu of the above procedure for selectingéharbitrators for an Arbitral
Dispute, the parties may, initially or at any tiragree upon only one arbitrator.

12.3 RULES FOR ARBITRATION

A. Time and Place of Proceedings

All arbitrations of an Arbitral Dispute underettAgreement shall occur in
Santa Monica, Delaware at a place or places sdlbgtenajority vote of the arbitrators at a time no
sooner than ten (10) days after the receipt oteaif selection of the third arbitrator and atacel
selected by majority vote of the arbitrators. Hhnleitrators by majority vote shall promptly select
the time and place for the hearings and shall gaeh party written notice of the time and place at
least ten (10) days before the date selected édnehrings.

62



B. Hearing Procedure

The panel of arbitrators shall proceed to héar parties to the Arbitral

Dispute in accordance with the Rules of the Amerigebitration Association except as otherwise
varied by this Agreement or by majority vote of thkbitrators. At the hearing, any relevant
evidence may be presented by either party, anébth@al rules of evidence applicable to judicial
proceedings shall not govern. Evidence submityeithd parties may be admitted or excluded in the
sole discretion of the arbitrators. In the didoretof and within the limits specified by the
arbitrators, a party may be permitted to pose @uressbr cross examine a witness for an opposing
party. All rules of the hearing procedures witttie discretion of the arbitrators in an Arbitral
Dispute shall be determined by a majority vote.

C. Award

The panel of arbitrators for an Arbitral Dispsteall render a decision with
respect to the matters in the Arbitral Dispute miting with copies to each of the parties (stating
any cash award to be payable in United Statesrddieough a U.S. Federal or state licensed bank),
provide supporting reasons in writing for its demisand award, and specifying the amount of
attorneys' fees and costs to be borne by the pawithin ninety (90) days of the date of provision
of the Dispute Notice or as soon thereafter asrastigable. If there are three arbitrators, the
decision of any two arbitrators shall be bindingl aonclusive. If no two arbitrators in a three
person panel are able to reach a decision, thee grahel of arbitrators shall resign and the partie
shall appoint a new panel under the selection proeedescribed above and the process shall be
repeated until a decision is rendered by at |@asatbitrators.

D. Applicable Law

The panel of arbitrators in an Arbitral Dispigkall treat all questions
concerning the validity, interpretation, performantermination or breach of the Agreement as
governed by and to be decided in accordance watteaths of the State of Delaware, not including
laws and principles relating to the conflict of Rw

E. Notices

All notices and other documents required or [i&echin connection with an
Arbitral Dispute shall be sent (dispatched) to plagties (all Members and the Company), their
designated representatives, and the American Atioitr Association by registered United States
airmail or a commercial courier service that presighroof of delivery. Notice including a Dispute
Notice shall be deemed received ten (10) days digpatch. The addresses of the parties and their
representatives are set forth in Exhibit A (subfeathange by any party through written notices to
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the other parties).

12.4 AWARD OF ATTORNEYS' FEES AND COSTS TO PREVAILING PARTY

The prevailing party or parties in an Arbitralspute as determined by the panel of
arbitrators shall be entitled to recover from thgirig party, all of the costs including fees chdrge
by the arbitrators, attorneys' fees for the prevgiparties, and other expenses incurred by the
prevailing parties therein. For these purposes,atard of attorneys' fees and costs and any
designation of the prevailing party by the panehudiitrators in its decision shall be conclusive |
Complaining Party does not prevail on all of itsjenalaims, only the arbitrators may, in their
discretion, appropriately adjust the award of aggs' fees and costs.

12.5 COURT ENFORCEMENT OF ARBITRATION AWARD

The decision of the arbitrators with respect noAabitral Dispute and any award
thereunder including award of costs and attorrfegs shall be binding upon all Members and the
Company. The award of the arbitration in an AdbitDispute shall be final and enforceable,
without appeal, and may be confirmed by the judgnoém court of competent jurisdiction. The
prevailing party in an Arbitral Dispute shall beited to recover its costs and attorneys' feemin
subsequent legal proceedings required to enfoecavtiard.

12.6 CONSOLIDATION OF PROCEEDINGS

If Dispute Notices are sent with respect to ntbesm one Arbitral Dispute involving
some or all of the same parties and arising fromm ghme transactions or series of similar
transactions, the Complaining Parties shall codatgi all arbitration proceedings for which
hearings have not yet commenced through a Noti¢@oofolidation sent to all Members and the
Company. The Complaining Parties in the consamiatisputes shall proceed to select their own
arbitrators for the consolidated proceedings, @ogiest the Defending Parties in the consolidated
disputes to select one arbitrator. The two aotsashall then proceed to select a third arbitrato
The time periods for the above selection proceab b the same as that provided for the separate
disputes except the various time periods shalfmram the date of the deemed receipt of the Notice
of Consolidation. In the event the Complainingtiearin the circumstances just described do not
consolidate their proceedings, any Member or thenamy may petition the court for a
consolidation of the separate arbitration procegsdin accordance with relevant laws of the State of
Delaware.

ARTICLE Xl
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Miscellaneous

13.1 ADDITIONAL DOCUMENTS AND ACTS

Each Member agrees to execute and deliver sudticexl documents and
instruments and to perform such additional actsmag be necessary or appropriate to effectuate,
carry out and perform all of the terms, provisioaad conditions of the Agreement and the
transactions contemplated hereby.

13.2 AMENDMENTS

All amendments to the Agreement will be in wigtiand signed by all the Members
holding a Majority-In-Interest.

13.3 BINDING EFFECT

Subject to the provisions of the Agreement negato transferability, the Agreement
will be binding upon and inure to the benefit of meers, and their respective distributees,
successors and assigns, but only to the extenta#sgnment and approval by all Members in
accordance with the Act, the Articles and the Agreet.

13.4 COMPLETE AGREEMENT

The Agreement and the Articles constitute thepleta and exclusive statement of
agreement among Members. The Agreement and theleArtreplace and supersede all prior
agreements by and among Members or any of thera. Agreement and the Articles supersede alll
prior written and oral statements and no repreientastatement, or condition or warranty not
contained in the Agreement or the Articles will liading on the Members or have any force or
effect whatsoever.

13.5 EXHIBITS

All Exhibits attached to the Agreement are inocogped and shall be treated as if set
forth herein.
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13.6 GENDER AND NUMBER IN NOUNS AND PRONOUNS

Common nouns and pronouns will be deemed to tefdéme masculine, feminine,
neuter, singular and plural, as the identity of peeson or persons, firm or corporation may in the
context require. The singular shall include thergdl and the masculine gender shall include the
feminine and neuter, and vice versa, as the comextires. Any reference to the Code,
Regulations, the Act, Delaware Statutes or othatutgs or laws will include all amendments,
modifications, or replacements of the specificisastand provisions concerned.

13.7 HEADINGS

All headings herein are inserted only for congane and ease of reference and are
not to be considered in the construction or inttgiion of any provision of the Agreement.

13.8 MULTIPLE COUNTERPARTS

The Agreement may be executed in several cowartsrpeach of which will be
deemed an original but all of which will constitutee and the same instrument. However, in
making proof hereof it will be necessary to prodanly one copy hereof signed by the party to be
charged.

13.9 NO THIRD PARTY BENEFICIARY

The Agreement is made solely and specifically rgnand for the benefit of the
parties hereto, and their respective successorassigns subject to the express provisions hereof
relating to successors and assigns, and no othsorpavill have any rights, interest, or claims
hereunder or be entitled to any benefits underroaacount of the Agreement as a third party
beneficiary or otherwise.

13.10 NOT FOR BENEFIT OF CREDITORS

The provisions of the Agreement are intended dmiythe regulation of relations
among Members and Company. The Agreement is testded for the benefit of a creditor who is
not a Member and does not grant any rights to nfecany benefits on any creditor who is not a
Member or any other person who is not a Memberaadder, or an officer.
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13.11 NOTICES

Any notice to be given or to be served upon Campar any party hereto in
connection with the Agreement must be in writingl avill be deemed to have been given and
received at the earlier of a) the time when peipdalivered to the address specified by the party
to receive the notice or b) five (5) days after@#fed in the United States Mail for First Class
delivery. Such notices will be given to a Membiethe address specified in Exhibit A hereto. Any
Member or Company may, at any time by giving 5 tpgier written notice to the other Members
and Company, designate any other address in suigstiof the foregoing address to which such
notice will be given. A writing includes a facslmtransmission followed by deposit of the original
communication in the United States Mail for Firé&a<3 Delivery.

13.12 PUBLICITY

Neither of the parties will make any disclosuféhe transactions contemplated by
the Agreement or the other agreements, or any sigms in connection therewith, without the
prior written consent of each of the other partidhe preceding sentence shall not apply to any
disclosure required to be made by the Act or o#pplicable law as reasonably determined by
counsel to the party determining that such disceosirequired, except that such party, whenever
practicable, shall be required to consult with ¢tiger party concerning the timing and content of
such disclosure before making it.

13.13 REFERENCES IN THE AGREEMENT

Numbered or lettered articles, paragraphs angdasagraphs herein contained refer
to articles, paragraphs and subparagraphs of theeAgent unless otherwise expressly stated.

13.14 RELIANCE ON AUTHORITY OF PERSON SIGNING AGRE EMENT

In the event that a Member is not a natural perseither Company nor any
Member will (a) be required to determine the authority of theviial signing the Agreement to
make any commitment or undertaking on behalf ofhsantity or to determine any fact or
circumstance bearing upon the existence of theoatytlof such individual ofb) be required to see
to the application or distribution of proceeds paictredited to individuals signing the Agreement
on behalf of such entity.
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13.15 SEVERABILITY

If any provision of the Agreement is held to Hegal, invalid, or unenforceable
under the present or future laws effective durlregterm of the Agreement, such provision will be
fully severable; the Agreement will be construedi anforced as if such illegal, invalid, or
unenforceable provision had never comprised agbdine Agreement; and the remaining provisions
of the Agreement will remain in full force and effeand will not be affected by the illegal, invalid
or unenforceable provision or by its severance ftoemAgreement. Furthermore, in lieu of such
illegal, invalid, or unenforceable provision, thesdl be added automatically as a part of the
Agreement a provision as similar in terms to silebal, invalid, or unenforceable provision as may
be possible and be legal, valid, and enforceable.

IN WITNESS WHEREOF, all of the Members of FIRST EQUITY STRATEGY
LLC, a Delaware Limited Liability Company, have exeed the Agreement, effective theé"iday
of March, 2009.

MEMBER: MEMBER:

(S) Michael Tasillo (S) Bruce Donald Baillio
Michele Tasillo Bruce Donald Baillio
MEMBER

Varriance Strategy LLC

(s) Massimo Barone

Per: Massimo Barone
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EXHIBIT A

CAPITAL CONTRIBUTION OF MEMBERS AS OF APRIL 10 ™, 2009

First Equity Strategy LLC
MEMBER'S NAME MEMBER'S ADDRESS MEMBER'S CAPITAL MEMBER'S
CONTRIBUTION PERCENTAGE
INTEREST
Michele Tasillo 6244, ZAvenue, $100.00 10%
Montreal, Quebec,
Canada, H1T 3H2
Donald Bruce Baillio| 2530, Louetree, San| $100.00 10%
Antonio, Texas,
USA, 78232
I\_/féiance Strategy | 20CTrolley Square | $800.00 80%
Wilmington,
Delaware, 19806
TOTALS: 100%
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EXHIBIT B

PERCENTAGE INTERESTS IN
NET PROFITS AND NET LOSSES

NAME OFMEMBER NET PROFITS NET LOSSES
PERCENTAGE PERCENTAGE
Michele Tasillo 10 10
Donald Bruce Baillio 10 10
Variance Strategy LLC 80 80

TOTALS:

100%

100%
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FREEPORT CAPITAL INC.
UNAUDITED CONSOLIDATED PRO FORMA FINANCIAL STATEMENTS

AS AT JUNE 30, 2009



Freeport Capital Inc.

Consclidated Pro Forma Balance Sheet

June 30, 2000

{Unaudited)
Pro Forma
Adjustments CONSOLIDATED
Freeport First Equity Mini Maximum Hotes Mini Maximum
E $ $ E $
Assets
Current assets
Cash B7 231 - 100,000 1,000,000 2{c) 159,231 987,231
(3,000 {30,000} 2{c)
Accounts receivable - 26 200 - - 26,200 26,200
Defarred reactivation expenses 21,058 - 21,089) 21,089) 2(e) - -
Inventory
Home AT terminals - 22 7E0 - - 22,750 22,750
Frepaid cards - A0 250 - - 40,250 40,250
Licenses - 52,000 - - 52,000 52,000
83,290 141200 300,431 1,128,431
Intangible assets - - 202,500 202,800 2ih) 202,500 202,500
Software development - 19,000 (19,000) (19,000) 2(f) - -
83,290 160,200 254741 1082741 503,231 1,331,231
Liabilities
Current Liabilities
Accounts payable and accrued liabilities 7 842 RS 000 43 000 43 000 2{d) 119,942 119,942
Shareholders' equity
Share capital 277 b3 115,000 (115,000 (115,000
275,000 275,000 3a) i
(3,000 (27 000y 3ia) ii
11,250 11,250 3(a) iii
(100,000 (100,000 3a) iv
60,000 50,000 3(a) v
100,000 1,000,000 3(a) vi 620,893 1,496,893
Contributed surplug 99,500 - 100,000 100,000 3byi
(60,000) (60,000} iby ii
3,000 27,000 3(b) iii 142,500 166,500
Deficit (2596,7958) (23 800 23800 23,800 3igi
(54 ,250) (54 ,250) o) i
(29,055) (101,059) 3 iii (380,104) 452,104)
90,345 91,200 211,741 1,035,741 363,289 1.211,289
83,290 160 200 254 741 1082741 503,231 1,331,231




Freeport Capital Inc.

Consolidated Pro Forma Net Loss and Comprehensive Income

June 30, 2009

{Unaudited)
Pro Forma
Adjustments CONSOLIDATED
Freeport First Equity Minimum Maximum Minimum Maximum
$ $ $ $ $ $
Sales - 26,200 - 26,200 26,200
Expenses
Professional fees 131 5,000 43,000 43000 o 18,131 48,131
Listing and filing fees 16 447 - - - 16,447 16,447
Bank charges 58 - 58 58
Office and general 4515 - 4,515 4,515
Rent and occupancy 3,386 - - 3,386 3,386
Travel and developrment 1,764 10,000 - 11,754 11,754
Advertising and marketing - 36,000 - - 35,000 35,000
Share-based compensation - - 11,250 11,260 @ 11,250 11,250
26291 50,000 54,250 54 250 130,541 130,541
Met loss and comprehensive income 26,291) {23,800) {54,250) {54,250) 104,341) {104,341)

1 Estimated professionsl fees related to the Gualifying Transaction -

2 Share-based compensation to a director - refer to Mote 30a) i

refer to Mate 2(d)




1. BASIS OF PRESENTATION

The accompanying unaudited consolidated pro forma financial statements as at June
30, 2009 have been prepared by management of Freeport Capital Inc. (“Freeport”)
from information derived from the following financial statements and documents:

a) The unaudited financial statements of Freeport as at June 30, 2009 and for the six-
month period then ended,;

b) The unaudited financial statements of First Equity Strategy, LLC (“First Equity”) as at
June 30, 2009 and for the six-month period then ended;

C) The Acquisition Agreement dated June 23, 2009 between Freeport and First Equity;
and

d) The Comprehensive Valuation Report of First Equity dated July 22, 2009 prepared by
Evans & Evans (“Valuation Report”).

The unaudited consolidated pro forma financial statements should be read in
conjunction with the financial statements referred to above and the related Form 2A
Listing Statement which have been prepared to demonstrate the result of the
adjustments of the financial situation of Freeport and reflects the following proposed
gualifying transaction ("Qualifying Transaction”):

The acquisition by Freeport of all the 1,000 issued and outstanding
membership interest units (“units”) of First Equity on the basis of 5,500
common shares of Freeport for each First Equity unit by the issuance
of 5,500,000 common shares of Freeport at a deemed price of $0.05
per share, subject to Canadian securities escrow holding requirements.

The pro forma adjustments are based on available information, estimates and
assumptions which are described in the notes accompanying the unaudited
consolidated pro forma financial statements.

The underlying pro forma adjustments provide a reasonable basis for presenting the
significant financial effects directly attributable to the Qualifying Transaction
discussed herein.

These consolidated pro forma financial statements may not reflect the financial
performance of Freeport. Nevertheless, management of Freeport believes that these
consolidated pro forma financial statements reflect in every manner the adjustments



to fairly represent the Qualifying Transaction of Freeport according to Generally
Accepted Accounting Principles in Canada.

2. PRO FORMA ASSUMPTIONS AND ADJUSTMENTS WITH RESPECT TO THE
QUALIFYING TRANSACTION

a) Acquisition of the 1,000 units of First Equity for an amount of $275,000 payable by
the issuance 5,500,000 common shares of Freeport.

b) Allocation of purchase price based on the Valuation Report:
Accounts receivable S 26,200

Inventory 63,000

Licenses 52,000

Intangible assets 202,800

344,000

Liabilities assumed

Accounts payable 69,000
Net assets acquired $ 275,000
C) Concurrent with the acquisition of the First Equity units and the issuance of the

5,500,000 common shares of Freeport, Freeport intends to enter into a private placement
(the “Private Placement”) by the issuance of a minimum of 400,000 units to a maximum of
4,000,000 units of Freeport at a subscription price of $0.25 per unit for minimum gross
proceeds of $100,000 to a maximum gross proceeds of $1,000,000. Furthermore, each unit
will be comprised of one common share and one common share warrant of Freeport, where
each warrant entitles the holder to acquire one additional common share of Freeport at a
price of $0.40 per common share at any time prior to the earlier of (i) eighteen months from
the Closing Date, and (ii) in the event that the closing share price (last trade) on a recognized



stock exchange as the common shares may be listed, is equal to or greater than $0.40 per
common share for any consecutive five trading day period commencing six months from the
Closing date.

The agent of the Private Placement will receive a cash commission of 8% based on
the number of units sold for a minimum of $8,000 to a maximum of $80,000.

The value ascribed to the common share warrant is a minimum of $3,000 to a
maximum of $27,000 (“equity component”) determined using the Black-Scholes
pricing model by applying the following assumptions:

o Exercise price of $0.40;

. Volatility of 31.0%;

. Dividend yield of nil;

. Interest-free rate of 1.20%; and

. Stock price of $0.25 per common share.

This equity component has been accounted for in contributed surplus as described in
note 3 b)(iii).

d) Estimated professional fees of $43,000 related to the Qualifying Transaction have
been accrued.

e) Deferred reactivation expenses which represent professional fees related to the
Qualifying Transaction were written off as share issue costs.

f) The carrying value of the software development was deemed nil as its value was
reflected as part of the intangible assets of $202,800.

Q) Freeport will issue, upon closing of the Qualifying Transaction and without
consideration, 225,000 common shares to a director with a deemed value of $11,250.

h) Pursuant to an escrow agreement dated May 16, 2005 among Freeport, CIBC Mellon
Trust Corporation and certain shareholders of Freeport, there currently exist 800,000
escrowed shares that will be cancelled upon closing of the Qualifying Transaction. The value
of these escrowed shares, previously recorded in the accounts of Freeport, is $100,000.



Furthermore, these 800,000 escrowed shares plus 400,000 escrowed shares cancelled on
July 9, 2008 (for a total of 1,200,000 escrowed shares) will be re-issued as part of the
Qualifying Transaction as common shares subject to a four month escrow holding period.

i) Freeport must receive, concurrent with the closing of the Qualifying Transaction,
approval from the Canadian National Stock Exchange (“CNSX”) to list its common shares on
the CNSX.

)] Freeport will have not less than $50,000 in working capital on the closing of the

Qualifying Transaction (less expenses directly related to the Qualifying Transaction).

3.A) RECONCILIATION OF CAPITAL STOCK WITH RESPECT TO THE QUALIFYING TRANSACTION

A continuity of Freeport's issued and outstanding comman shares giving effect to the gra farma adjustments are as follows:

minimum minimum maximum maximum
# $ # $

Shareholders' equity of Freeport:
Issued and cutstanding number of common shares, June 30, 2009 3,600,000 277,643 3,600,000 277,643
i Issuance of common shares ta First Equity shareholders - refer to Note 2(a) 5,500,000 275000 5,500,000 275000
ii. |[Valuation of cornon share warrants - refer to Note 2 ( c) - (3,000 - (27,000)
ii. |Share-based compensation to a director of Freepart - refer to Note 2(g) 225,000 11,280 225,000 11,280
iv. |Balance of Freeport escrowed shares to be cancelled - refer ta MNote 2(h) (800,000} (100,000} (00,000} (100,000}
v, [Common shares re-issued to Freeport shareholders as a result of the

cancellation of the original escrowed Freeport shares - refer to Note 2(h) 1,200,000 60,000 1,200,000 G0.000
vi. | Private Placement - refer to Note 2 (¢} 400,000 100,000 4,000,000 1,000,000

10,126,000 620,893 13,725,000 1,496,893




3 B) RECONCILIATION OF CONTRIBUTED SURPLUS WITH RESPECT TO THE QUALIFYING TRANSACTION

Pro Forma
Adjustments
Freeport First Equity Minimum Maximum
§ § § §

Opening balance - June 30, 2009 99 500
i. Balance of Freeport escrowed shares to be canceled 100 000 100,000

- refer to note 2(h)
ii. Comrman shares re-issued to Freeport shareholders as 3

result of the cancellation of the original escrowed

Freeport shares - refer to note 2(h) (50,000 (50,000
iii. “aluation of common share warrants - refer to note 2 ( c) 3,000 27,000
Balance - end of period 99,500 - 43,000 67,000
3.C) RECONCILIATION OF DEFICIT WITH RESPECT TO THE QUALIFYING TRANSACTION

Pro Forma
Adjustments
Freeport First Equity Minimum Maximum
$ § § $

Opening balance - June 30, 2009 270 504)
i. Elimination as a result of the Qualifying Transaction 23,800 23,800
ii. MNet logs and comprehensive income [26,291) (23,500) 54 250) 54,2500
jii. Share issue costs - - (29 055 {101,053
Deficit - end of period (296,795) (23.800) (59,509) 131,509}

r
Y share issue costs represent the following:
- the write-off of the deferred reactivation expenses of $21,059 - refer to Note 2 (e)
- thie agent's cash commizsion of 3% on the Private Placement of & minitnum of $3,000 to & maximum of $30,000 - refer to Mote 2 (2)

CONSOLIDATED

Mi Maximu
§ §
99,500 99,500
100,000 100,000
(60,000) (60,000)
3,000 27,000
142,500 166,500

CONSOLIDATED

Maximu
§ §
(270,504) (270,504)
23,800 23,800
{104,341) {104,341)
{29,059) (101,059)
{380,104) 452,104)




	(1) POS in a Box 
	 (2) Prepaid Debit ATMcards   
	Through its extensive network and privileged agreements with various suppliers, First Equity has managed to obtain extremely competitive pricing on its Home ATM, prepaid debit and credit cards as well as web-based services and software. This competitive pricing should contribute to the profitability of the business and provide an added value to shareholders.
	Date
	Overall Performance
	Selected Annual Information
	Results of Operations
	 With the conduct of the business of First Equity, the Issuer does not have or expect to have a working capital deficiency 
	  The Issuer is not in default on any payments.









