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This Option Agreement (this "Agreement"), dated as of March 1, 2001, is by and
between Thomas Fletcher lloldings, LLC, a New York limited liability company with a principal
place ofbusiness located at 39 Broadwa¡ New York, New York 10006 ("Fletcher"), and Meii Kia,
("Xia").

\ i l I T N E S S E T H :

WHEREAS, Fletcher and Xia have entered into a Stock Acquisition
Agreement, dated as ofMarch I , 2001 (the "Acquisition Agreement"), pursuant to which Xia
has so.ld, assigned, transferred and conveyed to Fletcher (a) 20Yo of the Class A common
stock (the "Common Stock"), of Asia Pacific Securities, Inc., a Delaware corporation (the
"Company''), and &) an option (the "Option") to purchase the entire balance of the
authorized Class A stock (each an "Option Share') of the Company; and

WHEREAS, Fletcher and Xia desirc to set forth in writing the ter¡ns of thc
Option; and

WIIEREAS, Fletcher would not have entered into the Acquisition Agreement
if not for the sale of the Option.

NO\il, THEREFORE, in consideration of the mutual covenants and agreønents set
forth herein and for other good and valuable consideration, the receipt and sufñciencyof which a¡e
hereby acknowledged" the parties hereto hereby agree as follows:

l. Grant and Option Price. Xia hereby grants Fletcher the right and Option to
purchase 24 sha¡es of Class A Common Stock of the Company representing (80%) percent of the
Class A Common Stock of the Company for apurchase price of $10,056.72 and herewith deposits
such securities in escrow with Snow Becker Krauss P.C.

2. Period of Ootion. The Option shall be exercisable inwholg but not itp"tE
by Fletcher at any time during the period commencing on June I , 2001 and terminating at 5 :00 p.m.,
New York City time, on December 31, 2001 (the "Expiration Time').

3. Method of Exercisins Option. Fletcher may exercise the Option at any tirne
by grving notice (an "Exercise Noticd) of such exercise on or before the Expiration Time. The
Closing shall take place at the office of Fletcher's counsel,. Snow Becker Krauss P.C. ("Snow
Beckef),located at605 ThirdAvenug,NewYorlc,NewYork 10158-0125, at 10:00a.m.,withinñve
(5) business days of the Exercise Notice, or at such other location or other time and date as Fletcher
and Xia may agree in writing.

s,GlfLEfCHERþmON AOREEMENT ME¡Y! r(Al-l.vgi Dl/rfl. Mrrà 1.2øl (ó:16?M)



4. Closins. At the Closing, Snow Becker Krauss P.C. shall deliver to Fletcher

one or more certificates representing the Option Sha¡es subject to the Exercise Notice, endorsed in

blank, free and clear of all liens, claims or encumbrances of every kind and nanre whatsoever

("Liens"), under the following conditions:

(a) The puchase price for the Option Shares shall be payable to Xia at ttre

time specified and in accordance with the terms set forth in Section l2.l of the Acquisition

Agreement; and

(b) All dividends, however declared or paid, or share splits which may b e

paid or decla¡ed on any Option Shares subsequent to the date of this Agreement shall

forthwith be assigned by Xia to Fletcher.

5. Representations and Warranties of Xia. Xia represents and warrants to

Fletcher as follows:

(a) The Option Shares. Xia is the lawful ownerof andhas the full right,
por¡/er and authority to sell, transfer, and deliver to Fletcher the Option Shares in accordancc
with the terms of this Agreement, and the sale, transfer, and delivery of the Option Shares

in accordance with the terms of this Agreement will ransfer good, valid and marketable title

to the Option Shares free and clear of all Liens.

(b) Valid Issuance. All of the Option Shares have been duly authorized,

are validly issued and outstanding, are fully paid and non-assessable, and no liability anaches

to the holders thereof. The Option Shares are owned by Xia free and clear of any and all

restrictions, Liens or rights of third parties of any nah¡re whatsoeveç there are no existing

options, warrants, calls, or commiünents on the part of Xia of any character relating to thc

Option Sha¡es; and no voting agreements or restrictions of any kind affect the rights of any

of the Option Shares or the holders thereof.

(c) Authorization. Xiahastheright,authorityandpowertoenterintothis
Agreement, and this Agreement tt." ¡".n duly executed and delivered and consiitutes the

u"lid *d binding obligation of Xia No consent of any person not a party to this Agreement

and no consent of any govenrmental authority is required to be obtained on the part of Xia

to permit the sale, transfer and assigninent of the Option Shares as contemplated by this

Agreement.

6. Re,presentations And r$/arr¿nties ofFletcher. Fletcherrepresents andwarrants

to the Xia as follows:

(a) Oreanization. Good Standine. and Authoritv. Fletcher is a limited

liability company duly formed, validly existing and in good standing under the laws of the

State of New Yorh has the power and authority to own or lease all of its properties and

assets and to carry on its business as now being conducted, üd possesses all licenses,

franchises, rights and privileges material to the conduct of its business taken as a whole.
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Neither the character of the properties owned or leased by Fletcher nor the nature of the
business currently transacted by it requires Fletcher to be qualified in any otherjurisdiction,
except in those jurisdictions where Fletcher is so qualified or those jurisdiction where the
failue to so qualify would not materially adversely affect the business, properties or
operations of Fletcher taken as a whole.

(b) Authorization. Fletcher has the power to enter into this Agreement,
a¡rd the execution, delivery, and performance of this Agreement by Fletcher has been duly
authorized and, when executd and delivered, shall constitute the valid and binding
obligation ofFletcher enforceable in accordance with its terms. The execution, delivery, and
performance by the Fletcher of its obligations hereunder will not constitute a violation o{
conflict with, result in any breach o{, or constitute a default under, or result in any claim or
the creation of a lien or enc,umbrance on any of the properties or assets of the Fletcher
pursuant to the Certificate of Limited Liability Company or Operating Agreement of Fletcher
or any contract, license, indenture, mortgage lease, or other instn¡ment to which Fletcher is
a party or by which Fletcher is bound or affected. No conserit of any person not a party to
this Agreement and no consent of any governmerital authority is required to be obtained on
the part of Fletcher to permit the consummation of the transactions as contemplated by this
Agreement.

(c) Purchase for Investment. Fletcher shall purchase all Option Shares,
if any, for its own account for investnent purposes only and not with a view to or for sale in
connection with the distibution thereof.

7. Covenants. Xia covenants and agrees as follows:

(a) Xia shall, at its own expense, keep all of the Option Shares free and
clear of all Liens and shall discharge and satisff all Liens against the Option Sha¡es through
the date which is thirty days afrer the Expiration Time.

(b) At the Closing, Fletcher shallreceive good and marketable title to the
Option Shares, free and clear of all Liens.

(c) If at the time the Option is exercised any of the Option Shares is
subject to any Lien, Fletcher shall be entitled, in additipn to any other righs and remedies,
to have so much of the purchase price for such Option Shares as shall be required for that
purpose applied to discharge such Lien and to pay all costs and expenses in cormection
therewith and Xia shall be entitled to receive from Fletcher only such balance of the purchase
¿5 ¡s¡¡ains afrer the discharge of such Liens. Xia hereby authorizes Fletcher to use such part
of the purchase price as may be necessary to discharge any such Liens.

(d) Conduct ofBusiness. Except as othenvise contemplated orpermitted
by this Agreement, from and afrer the execution and delivery of this Agreanent and until the
Expiration Time, Xia shall use his best efforts to car¡se (i) the Companynot to engage iir any
activities or transactions which shalt be outside the ordinary coutse of the Company's
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business without the prior wrinen consent of Fletcheç (ii) the Company not to acquire ary
assets (other than in the ordinary course or business) having a value of more than $ 1,00O or
capital stock of any corporation or other entity, (iii) the Company to preserve its existing
licaues, franchises, rights, and privileges pertinent to its business and credit arrangements
with banks and other financial institutions and (iv) the Company to preserve intact its
business organization and keep available its present employees, and to presewe its goodw"ill
and relationships with suppliers, customers, and others with whom theydeal and to continue
to develop their business, each except with the prior written consent of Fletcher.

(e) Action Needine Consent. Except as otherwise contemplated or
permitted by this AgreemenÇ between the date hereof and the Termination Time, Xia shall
use his best efforts to cause the Company not to (i) make auy change in the Company's
authorized capital stock, (ii) issue stock options or warrants or similar rights, (iii) declare or
payanystock dividend ormake anyreclassification inrespect ofthe Company's outstanding
shares of capital stocþ (iv) issue or sell any shares of their capital stock (or securities
convertible into or exchangeable foç witb, or without additional consideration, such capital
stock) exce,ptpursua¡¡tto the exerciseofoutstandingstockoptions andwarrants, (v) puchasc
or otherwise acquire for consideration any outstariding shares ofthe Company's capital stoclc,
or except in the ordinarycourse ofbusiness consistent with sound business judgement any
outstanding debt securities, (vi) declare, pay, or set apart any cash dividend or other
distibution or payment in respect of the Company's capital stoclc, (vii) enter into any mergcr
or consolidatior¡ (viii) incur any obligations or liabilities (absolute or contingent)'other than
those incr¡¡red in the ordinary cor¡rse ofbusiness, (ix) enter into any sales or service contact
or agreement (x) mortgage, pledge, or subject to lien or to any other encumbrance (other
than a lien for tues not yet payable), any of their assets, tangible or intangible, other than in
the ordinary course ofbusiness, (xi) discharge or satisff any lien or encumbrance or pay any
obligation or liability, except current liabilities included on the Company Financial
Statements (as such term is defined in the Acquisition Agreement) and current liabilities
incr¡rred since that date in the ordinary course of business, (xii) sell or transfer any of the
Company's assets or car¡cel any debts or claim, except in the ordinary course of business,
(xiii) sell, assign, or transfer anytade secrets, patents, üadema¡ks, Fade names, cgpyrights,
licenses or other intangible assets, (xiv) enter into or amend or cancel any cóntact or
transactior¡ other than in the ordinary course of business, (xv) enter into any agreement or
commih¡ent other than in the ordinary course of business which, if entered into prior to the
date ofthis Agreernent, would be required to be listed on anyExhibithereto, (xvi) amend the
Company's Articles of Incorporation or Bylaws, or (xvii) agree to do any of the foregoing,
each except rr.ith the prior written consent of Fletcher.

(Ð Imolernentation ofRepresentations and rffarranties. Xiawill take all
action to render accurate as of the Termination Time Fa's representations and warranties
containedinthis Agreerneat, andXiawill refrain from takinganyactionwhichwouldrender
inaccurate as of the Closing Date any such representations or warranties.

(g) Deposit of Option Shares. Simultaneouslywith the execution of this
Agreement Xia shall deposit with Snow Beckeç as escrc,w agenL one or more stock

S:E\F!¡TCïERþñON AGREEMEI|I MEm XA¡.|.rÞd Dfl^FT . l,lÍl t. ¡qtl (C l6tl0



certificates (each, a "Stock Certificate") evidencing all of the Option Shares and, separatel¡

stock powers (eact¡ a "Stock Powe/' and, collectively with the Stock Certificates, the

"Escrow Documents'), duly endorsed by Xia, for the tansfer of the Option Shares to

Fletcher. Snow Becker shall retain the Escrow Documents until the earlier of: (i) thirtyda¡ru
afrer the Expiration Time or (ii) the date of the Closing at which the last of the Option Shares
shall have been purchased by Fletcher pursuant to the exercise of the Option (the earlier of
such dates, the "Escrow Expiration Date"). No¡t ithstanding the immediately preceding

seutence, at each Closing, Snow Becker shall deliver to Fletcher the Stock Certificate and
corresponding Stock Power evidencing the Option Shares which Fletcher is pnrchasing at
such Closing. Atl Escrow Documents remaining in Snow Becker's possession on the ñrst
business day following the Escrow Expiration Date shall be delivered to Xia in any mÍmner
permitted under paragraph 8(g) for the giving of notices.

8. General.

(a)' Pa]¡mentofExpenses. Eachpa(yshallbearits own expenses. ktthc
event that any party brings legal action to enforce the terms and conditions of this
Agreement, the prevailing party in such legal action shall be entitled to recover from the
unsuccessfirl party all of his incidental costs and reasonable attorneys' fees, whetherornot
final judgement is entered in the action.

(b) Representations and Warranties. Only statertents contained in this
Agreernen! any Exhibit hereto, the Company Financial State'nents or any other document
referred to in this Agreernent, shall be deemed to be rçresentations andwarranties trnderthi$
Agreanent. There are no implied warranties of any nature-

(c) Notices. All requests, demands, notices and other communications
required or othenvise given under this Agreement shall be sufficieritly given if (i) delivered
by hand against writteri receipt therefor, (ii) forwarded by overnight courier requiring
acknowledgment of receipt or (iii) mailed by registered or certified mail, postage prepaid,
addressed as follows:

If to Xia, to:

with a copyto:

If to Fletchc,r, to:

Meiyi Xia
39 Broadway
New Yorlc, NY 10006

Thomas Fletcher Holdings, Inc.
39 Broadway
New York, New York 10006
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with a copy to: Snow Becker Krauss P.C.
605 Thid Avenue
New York, New York 10158-0125
Attention: Charles Snow, Esq.

or, in the case of any of the parties hereto, at such other address as such party shall have
furnished in writing, in accordance with this paragaph 8(c), to the otherparties hereto. Each
such requesL deman{ notice or other communication shall be deemed gven (i) on the date
of delivery by hand, (ii) on the first business day following the date of delivery to anr
overnight courier or (iii) three business days following mailing by registered or certified mail.

(d) Headines. The headings ofthe several sections ofthis Agreernent ane
inserted for convenience of reference only and are not intended to affect the meaning or
interpretation of this Agreement.

(e) Counterparts. This Agreernørt maybe executed in cotrnterparts, and
when so executed each counterpart shall be deemed to be an original, and said counterparts
together shall constitute one and the same instnrmenL

(Ð Bindins Nature. This Agreement shall be binding upon and inurc to
the benefit of the parties to this Agreement. Neither Xi4 nor Fletcher may assign or Eansfcr
any rights under this Agreanent.

(g) V/aiver. Any of Xia or Fletcher ma¡ by writte,n noticc to the other,
(i) waive any of the conditions to its obligations hereunder or extend the time for the
performance of any of the obligations or actions of the othern (ii) waive any inaccuracies in
the representations of the other contained in this Agreernent or in any docunents delivered
pursuant to this Agreernen! (iii) waive compliance with any of the covenants of the othcr
containediuthis Agreernent, and (iv) waiveormodiffperformance of anyoftheobligations
of the other. No action taken pursuant to this Agreernent including, without limitation, any
investigation by or on behalf of any party, shall be deemed to constitutc a waiver by the party
taking such action or compliance with rinyrepresentation, warranty, condition or agreernent
contained herein. V/aiver of the breach of any one or more provisions of this Agreement
shall not be deened or constn¡ed to be a waivcr of other breaches or subsequent breaches of
the s¡me povisions.

(h) Entiretv of AEreernent. This Agreernent, including all exhibits,
attachments, and attacbments to exhibits hereto and all certificates, lettets, and opinions
referenced or called for herein, constitutes the entire agreernent among the parties and
supersedes atl prior oral or written proposals and comdnr¡nications-

(i) Other Aereements. All oral or written agree,nents heretoforc made
betweeri the parties hereto in contemplation of this Agreernørt ¿InÇ supen¡eded by this
Agreement and are herebyterminated in their entirety.
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0) Good Faith. Each of the parties hereto agrees that it shall act in good

faith in an attempt to cause all the conditions precedent and subsequent to their respectiwe

obligations to be satisfied.

(k) Amendment or Modification. The parties hereto may amend or

modiff this Agreement by a wrinen instn¡ment executed by such parties.

(l) Applicable Law. This Agreement will be governed bY, and constnred
and enforced in accordance with the laws of the State of New York without regard to ttre
conflict of laws provisions thereof. The parties hereto do hereby consent and submit to the
venue and jurisdiction ofthe state and federal courts sining in the State ofNew York, Counqy
of New York, as the sole and exch¡sive fon¡¡n for such matters of dispute, and further agree
that, in the event of any action or suit as to any matters of dispute between the parties, service
of any process may be made upon the other party in the same manner as the giving of notices
under paragraph 8(c) of this Agreemant.

IN WITNESS WHEREOF, the parties have duly executed this Agreement as of the

date first above written.

Agreed to as to paragraphs 1, 3 and 4 only

Snow Becker Krauss P.C.

lName and Title] ,\ r
Ro u o'. t t" o,vcv< r'F{o'ne$rr5 D, 

"u¿rcQ
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:
This STOCK ACQUISITION AGREEMENT, dated as of March 1,2001 (this

"Agreement"), is by and among Thomas Fletcher Holdings, LLC, a New York limited liability

company (the 'lBuyer"), Meiyi Xia ("Seller") and Asia Pacific Securities, lnc., a Delawa¡e

corporation (the "ComPany'').

RECITALS:

WHEREAS, Seller is the owner of all of the issued and outstanding shares (each, a
"Share") of the Class A common stock, (the "Common Stock"), of the Company; and

WHEREAS, Buyer desires to acquire 6 Shares representing twenty (20%) of the

outstanding Class A Common Stock (the "lnitial Shares") and an option (the "Option") to acquire

24 of such Shares representing the remaining eighty (80%) percent of the outstanding Class A

Common Stock (each, an."Option Share") from the Seller; and

WHEREAS, the form, terms and provisions of the Option shall be evidenced in an

Option Agreement (the "Option Agreement'), substantially in the form attached as Appendix A to

this Agreement; and

\ilHEREAS, Seller desires to sell to Buyer the Initial Sha¡es and the Option; and

WHEREAS, the Boa¡d of Directors of the Company has determined that it is

advisable and to the Company's advantage and benefit to that such a sale of the Shares and Option

to Buyer be consummated; and

\ilIIEREAS, the Board ofDirectors of the Company has approved and adopted this

Agreement.

NO\il, THEREFORE, in consideration of the premises and of the mutual

agreements, representations, wa¡ranties and covenants contained in this Agreement and_other good

and valuable cònsideration, the adequacy and receipt is hereby acknowledged by each of the parties

to this Agteemen! the parties to this Agreement do hereby agree as follows:

' ' . -

ARTICLE I. PURCHASE AND SALE

1.1. Sale and Purchase of the Shares and Ootion. On the Closing Date (as defined'

in Section ll.1 of this Agreement), in accordance with the provisions of this Agreement and

applicable law, Seller will sell, assign, transfer and convey to Buyer, and Buyer will puchase from

Sellçr the I¡xitial Shares a¡rd the Option.



ARTICLE II . CONSIDERATION

Z.l. Amount of Share Consideration. ln consideration for the sale, assignment,

ûansfer and conveyance of the Initial Shares to Buyer from Seller pursuant to Section I .1. above,

Buyer shall pay to Seuer the sum of 54,945.20 on the date hereof (the "share Consideration").

2.2. Amount of Option Consideration. . In consideration for the sale, assignment,

transfer and conveyance of the Option to Buyer from Seller pursuant to Section 1.1 . above, Buyer

shall pay to Seller the sum of $10,000.00 (the "Option Consideration"), payable in immediately

avaitaUtê fimds. ln addition, at the Closing, Buyer shall tender Sellerthe exercise price ofthe Option

in the amount of $10,056 .72 (the "Option Exercise Amount'). The Option may be exercised in

whole, but not part, by notice to the Company and Xia given in writing on or before June 1, 2001;

or such notice ifter such date on or before December 31, 2001, in which case the Option Exercise

Amount shall be 520,000. ln the event, the Buyer fails to exercise the Option prior to December 3 1,

z111,the Seller shall pay.the Buyer the amount of $5,000 within ten dap thereafter-

ARTICLE III . REPRESENTATIONS A}ID WARRANTIES OF THE
COMPANY A¡{D SELLER

The Company and Seller, jointly and severally, represent and warrant to Buyer as

follows:

3.1. Organization. The Company is a corporation duly incorporated, validly existing

and in good standing *a"r ttr" t",rs of the State of Delaware, has the corporate power and authority

to own or lease atl of its properties and assets and to carry on its business as now being conducte4

and possesses all licensei, franchises, rigþts and privileges material to the conduct of its business

taken as a whole. Neither the character of the properties owned or leased by the Company nor the

nature ofthe business transactedbyitrequires the Companyto be qualified in anyotherjurisdiction,

except where the failure to so qualiffwould not materially adversely affect the business, properties

or operations of the Company taken as a whole- ,

3.2. Subsidiaries. The Company does not own any equity interest in any other

corporatior¡ p.ttn"rrtrip, joint venture, unincãrporated association, or other business-enterprise or

association-

3.3. Capitalization. The authorized capital stock of the Company as of the date of

this Agreernent is orá forth on Exhibit 3.3. All of the issued and outstanding shares of stock a¡e

as set forttt i" Exhibit 3.3 . There are no existing options, warrants, calls or commitments on the part

of the Company of any character relating to shares of Stock- There Te no preemptive rights to

purchase oi otirerwise acquirc shares of Common Stock from the Company pursuant to any

provisions of law or the Certificate of lncorporation or Bylaws of the Company or by agreement or

otherwise.



3.4. Minute Books. Exhibit 3.4 hereto comprising the minute books of the Company

contain complete and accurate records of all meetings and other corporate actions ofthe shareholders

and the Board of Directors (including any committees of the Board) of the Company.

3.5. Financial Statements. The balance sheet of the Company at February 28, 200 I

(the .'Company Financial Statements"), have been prepared in conformitywith generally accepted

accountinj principles applied on a consistent basis within such period and with prior periods, and

present zutiy the financial position, results of operations and changes in financial position of the

Company at the dates and for the periods stated therein-

3.6. Title to Properties. Except as set forth in the Company Financial Statements and

except for any lien for current ta:ces not yet delinquent, the Company has good and valid title, free

and ðlear of any liens, claims, charges or other encumbrances, to all of the tangible and intangible

assets and property reflected in the Company Financial Statements (except property disposed of in

the ordinary còurse of business since February 28,2001 and all such property acquired since the

February 28,2001.

3.7. No Chanees. Since February 28, 2001, except as set forth in Exhibit 3.7, therc

has not been:

3.7.1. Anychange in the business, financial condition orresults of operations of the

Çompany, or any event or condition which has had, or may reasonably be expected to have, a

material âdverse effect on the business, financial condition or results of operations ofthe Company;

3.7.2. Any destnrction, damage, or other casualty loss (whether or not covered by

insurance) which has had, or may reasonably be expected to have, a material adverse effect on the

business, financial condition or results of operation of the Company

3.7 .3. Any direct or indirect redemption, purchase or other acquisition of any sha¡es

of the Companls capitai stock'oy the Company, or any declaration, seiting aside or payment of æry

dividend on any sha¡es of Common Stock;

3.7.4. A¡ry issuance of sha¡es of Common Stock;

3 .7 .5 . Any indebtedness for bonowed money incurre{ assumed or commined by the

Company or any mortgage, pledge, or other lien, charge or encr¡mbrance of, against or upon any

property or assets of the Compan¡ or

3.7 .6. Any other material transaction entered into by the Compan¡ other than in the

ordinary course of business or as contemplated by this Agreernent.

3.8. Undisclosed Liabilities. Except as set forth in the Company Financial

Statements or in Exhibit 3.8, there are no ii"biliti.r of the Company of any kind whatsoever, whether

or not accrued and whether or not absolute or contingent, ãetermined or determinable, aird no



existing condition or circumstance which could reasonablybe expected to result in such a liabiliql,

other than:

3.8.1. Such as were not disclosed or provided for in the Company Financial

Statements because, individually or in the aggregate, such provision or disclosure was not necessary

for a fair presentation of the financial condition or results of operations of the Company as of, or for

the periods ending on, the dates thereof in accordance with generally accepted accounting principles;

or

3.8.2. Liabilities incurred since the Company Balance Sheet Date, none of which has

had, or may reasonably be expected to have, individually or in the aggregate, a material adverse

effect on the business, financial condition or results of operations of the Company.

3.9. Taxes. Except as set forth in Exhibit 3.9 hereto, the Companyhas filed all tax

returns and reports required to be ñled and has paid, or set aside an adequate reserve for the payment

oÍ, all ta.xes ràquired to be paid in respect of the periods covered by such returns, and has set asidc

an adequate reserye for the payment of all income, franchise, property, excise, sales, employmerrt

or othei tæces estimated by the Company to be payable in respect of the period subsequent to the last

of said periods; the Company has no material liability for such ta:ces in excess of the amounts so paid

or reserves so set aside; and the Company is not delinquent in the payment of any tæc, interest or

penalty or other governmental charge or assessment, and has not requested ar¡y extension of time

within which to file any tæ< returns or reports which have not since been filed" and no material

deficiencies for any tax or other governmental charge or ¿rssessment have been claimed, proposed

or assessed. For the purposes of this Agreement, the term "tax" includes all federal, state, local and

foreign taxes and related governmental charges.

3.10. No Violations of Law. The Company is not in violation of any applicable

provisions of any federal, state, local or foreign law, ordinance, rule or regulation, or any judgement,

ärder, writ or decree, which violations, individually or in the aggregate, could have a material

adverse effect on the business, financial condition or results of operations of the Company.

3. I I . Accounts Receivable. All of the notes and accounts receivable of the Óompany

reflected on the Company Financial Statements unpaid as of the Closing Date (as hereinafter

defined) were and sh¿l Ue good and collectible within six months of the Closing Date, with the

exception of an amount equal to the reserves for bad debts indicated'on the Company Financial

Statements and any and all discourts, credits or refunds with respect to services or productssold (the
..Reserves"), whichReserves havebeen established in conformitywithpast accountingpolicyofthe

Company. Between February 28, 20Ol and the Closing Date, the Company has not and will have

not received any notice of cor¡nter-claims, set offs or facts indicating uncollectability of any notes

or accounts receivable in any amount in the aggregate exceeding the amon¡¡t included in the Reserves

with respect to such counierclaims, set-offs or indicated facts. The accounts receivable of the

Company shown on the Company Fina¡rcial Statements and all accounts receivable acquired

thereafter, Íìrose orwill arise from valid transactions in the ordinary course ofbusiness. No accounts

receivable reflectedonthebooks ofthe Companyhaveorwillhaveresulted from consignment sales.
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3.12. PlantandEquipment. Alloftheproperty,plant,machineryandequipment of

the Company are in reasonable repair, reasonably maintained, and in reasonable and satisfactory

operating conditiorl Êee from anyknown defects, except such minor defects as do not substantially

interfere with the continued use thereof in the conduct of normal operations of the Company arld

such property, plant, machinery and equipment are reasonably well suited to the efficient conduct

of 1¡e Uusiness of the Company. All such property, plant, machinery, and equipment owned by the

Companyarevaluedonthe CompanyFinancial Statements atoriginalpurchaseprice less reasonable

depreciaiion consistently applied in accordance with generally accepted accounting principles.

3.13. Properties: Leases. The Company has good, valid and marketable title to all

real property and tangible and intangible personal property and assets owned by it, including the

propLtty anà assets üJtert on the Company Financial Statements, and, except as set forth on Exhibit

3.lJ,sncharefreeandclearofall l iens,claims,chargesorencumbrances. Exhibit3.l3alsocontains
a true and complete listing of all real property, including any improvements thereon, and all iterns

of tangible andintangible. property (excluding inventory) owned by the Company and of all leases

underlhich the Companypresentlyholds or leases real propertyor tangible and intangibleproperty.

Except as indicated on Exhibit 3.13, each such lease is valid and subsisting and, subject to laws of

general application affecting the rights and remedies ofcreditors, is, to the best knowledge and belief

õf tn. Company and Seller, enforceable in accordance with its terms, and no material default of the

Compan¡ òç to the best knowledge and belief of the Company and Selleç of any lessor thereofi,

exists under any of said leases. To the best of the Compan/s and Seller's knowledge, none of the

properties or assets of the Company, nor the operation or maintenance thereof, contravenes any

zooing rertriction or other administrative regulation (whether or not permitted because ofprior non-

conforming use) or violates any restrictive covenant or any provision of law in such a way as to

materially and adversely affect the business or properties of the Company. Since the Company

Balance Sheet Date, none of the properties or assets owned or leased by the Company has been

desüoyed by any casualty or otherwise.

3.14. Inveitory. The inventory reflected on the Company Financial Statements

(except forinventorysold in theordinarycourse ofbusiness and inventoryacquired since the January

à t, ZOOt and at the Closing Date) consists and will consist of items of quality and quantity usable

and salable in the ordinary course of business of the Company. All of the items incluáed in the

inventory are the propertyôf the Company, except for sales made in the ordinary course ofbusiness

and for any such sales either the pr¡rchaser has made full payment or the purchaset's liability to make

payment is reflected on the books and records of the Company. No items reflected in such inventory

has been or will be pledged as collateral or will be held by the Company on consignment from

others. There is no consigned inventory.

3.15. Softrvare. Exhibit 3.15 hereto includes a complete list of each computer

softrvare package which the Company owns, has license rights to, uses, or markets in connection

with its business, which Exhibit 3.15 sets forth the manner in which such computer softivare

packages a¡e held and whether the Company holds (and the manner in which held) any registered

o, ,or*oo law copyrights or trademarks to such computer softr¡¡are packages- The Company has

all righg title, and ínterãst in and to all such software, free and clea¡ of all liens, claims, charþes or

.n.o*br*ces, and to any and all copies, modifications, alterations, and enhancernents thereto or



parts thereof. Further, the Company has all right, title and interest in and to all such copyrights or

trademarks, free and clear of all liens, claims, charges or encumbrances, unless otherwise reflected

on Exhibit 3.15.

All of such licenses are valid, subsisting, and in ñrll force and effect, and held free

and clear of all liens, claims, charges or encumbrances. The Company is not in breach or default

under any such license and the purchase by Buyer of the Shares and Option, the exercise of the

Option oi th. consrunmation of the transactions contemplated by this Agreement does not conflict

with any reskiction or require any consent or other approval under any such license, except where

such consent or other approval is provided to Buyer, in writing, prior to or on the Closing Date.

3.16. Litigation: Claims. Except as set forth on Exhibit 3.16, there are no claims

(asserted or unasserted), actions, suits, investigations, or proceedings pending or, to the knowledge

of the Company or Selleç threatened against or affecting the Company or its property of business'

at law or in equity, or before or by any governmental departnent, commission, board, btueau,

agency, or instn¡màntality, domestic or foreign, which ifdetermined adverselywould have a material

uãr"o" effect, individually or collectively, on the business, ñnancial condition or results of

operations of the Company or the ability of the Company to carry on its business as presently

conducted. Exhibit 3-16 also sets forth a description of all pending litigation involving the

Company. NeithertheclaimssetforthinExhibit3.16nor,totheextentknownasofthedatehereof,
rty frrt*. claim, action, suit, investigation, or proceeding arising out of the operations of the

Company prior to the Closing Date will result in awards, judgements, fees, or expenses, in the

uggr.g"tr amount, in excess of the amount of that portion of the reserve established with respect to

ruðtr õt"i*, action, suit, investigation or proceeding, as such amount is reflected on the Balance

Sheet. The Company is not in default with respect to, and the execution, delivery, and performance

by the Companytf this Agreement, and the consunmation of the transactions herein contemplated

will not conflict with or result in the breach or violation of any judgernen! order, writ, injunction,

or decree of any court or governmental departnrent, commission, board, bureau, agency' or

instrumentality, áomestic or foreign. To the knowledge of the Company, no governmental agency

has at any time challenged or queitioned the legal right of the Company to offer or sell any of the

Company's products and services in the present manner or style thereof. ,

3.17. Audits. The Companyhas notbeen since its inception and is not currentlythe

subject of nor has it beèn notified that it will be the subject of any tær audit by any governmental

ta"ring agency, except as set fortl¡ on Exhibit 3.17.

3.18. Aseements.ContractsandCommitrnents. ExceptasdisclosedintheCompany

Financial Statements oi f*niUit 3.18 hereto, the Company is not a parry to or otherwise subject to

any oral or written (i) ag¡eernents, contracts, or cornrnitments for the employment of any officer or

employee which rtr noit.t*inable (without liability) on 30 or.less days' notice, (iii) profit sharing,

Uonus, ¿efened compensation, stock option, severance pay, pension, retirernent, or similarplans or

agreements providing employee beneñts, (iv) mortgages, indenhrres, notes, or other agreements

cãntracts, commitments, òr instn¡ments for or relating to any borrowing of money or the defened

purchase price of property, (v) guarantees of any obligations for the borrowing of money or

à*rerwise, or any om.i agreement of guarantee or indemnificatioru excluding endorsernents made



for collection in the ordinary course ofbusiness, (vi) agreements, conEacts, or commitments for the

purchase or sale of any assets other than in the ordinary course of business or for the grant of any

preferential rights to purchase anyof their assets, properties or rights, (vii) agreements, contracts,

tommitments, or other instnrments containing any covenant limiting the freedom of the Company

or any of its subsidia¡ies to engage in any line ofbusiness in any area of the world or to compete with

*y f"rron or entity or which constitute an undue material burden on the business, ñnancial

condìtion, or properties of the Company or ¿Iny of its subsidiaries, (viii) continuing agreements,

conu?cts, or commitments for future purchase of materials, supplies, or equipment, (ix) agreements,

contracts, or binding commibnents relating to the issuance of any secuities of the Company or to

capital expenditures involving future payments, (x) agreements, contracts, or commiErients relating

to the acquisition of the assets or a substantial part of the assets or capital stock of any business

enterprise, (xi) agreements, contracts, or commiEnents with any officer, director, five percent (5%o)

shareholder of the Company or any "associate" of any of them as that term is defined in Rule 405

of the Securities Act of 1933, (xiii) agreements, contracts, commitnents or other instnrments not

entered into in the ordinary course of business. Except as set forth in Exhibit 3.18, the Company is

not in default under any franchise, contract, agreement, lease, or other material document to which

the Company is a parfy or by which the Company or its property are bound which default would

materially and adversely affect, individually or collectively, the business or Property ofthe Company,

and there have been no claims of defaults and there are no existing facts or conditions known to the

Company which, if continued or upon notice, individually or collectively, will result in a default

undei thã material contracts to which the Company is a party or by which the Company or its

property may be bound and which would materially and adversely affect the business or property of

the Company, individually or collectively.

Except as otherwise contemplated or permined by this Agreement, between the date

hereof andthe expiration ofthe Option, withoutthepriorconsent ofBuyerand except inthe ordinary

oourse of business, the Company will not amend, in any material respect, or enter into any contract'

agreement, or other instnrment of the types described in this Section 3.18-

3.19. Employees. Aeents. Etc. Exhibit 3.19 contains a list as of the date hereof of

(i) the names of all employees of the Company or any of its subsidiaries, (ii) the names and addresses

àiail persons, if an¡ hotaing a power of ätto*"y on behalf of the Company and (iii) the n'ames and

addresses of all banks and other institutions at which the Company has accounts, deposit or safety

,deposit boxes, with the names of all persons authorized to draw on or give instnrctions with respect

to such accot¡nts or deposits or to have access to said boxes.

3.20. Customers. Exhibit 3.20 hereto sets forth all customers of the Company. The

relationship of the Companywith the customers set forth on Exhibit 3.20 hereto is good" except as

noted on saidExhibit3.20; thereisuo present indication of any intention to terminateormodiffany

such relationships, and there is no present reason to believe that the benefits of any relationship with

such customers will not continue to be available to the Company.

3.21. Patents. Tradema¡ks. Etc. The Company has no registered patents, registered

copyrights, or registered trademarks. The Company does, however, hold such copyrights and

trademarks as cofnmon law may permit.



3 .22. lnsurance. Exhibit 3.22 hereto contains a tn¡e and complete list and descriptio n

of all policies of insurance maintained by the Company. Such insurance or comparable insurance

will bè maintained in full force and effect to and including the Closing Date-

3.23. Competition. Except as set forth on Exhibit 3.23 hereto, neitherthe Company

nor any officer or director of the Company has any material direct or indirect financial or economic

interest in any competitor, supplier, or customer of the Company. For purposes of this Section 3.23 -,

ownership oi l.rr in^Ztl" of the voring stock of any publicly-held corporation shall not constitut€

such an interest.

3.24. Authorization. The Company has the corporate Power to enter into this

Agreement, and the execution, delivery, and perfoÍnance of this Agreement by the Company has

belen duly authorized, ffid when executed and delivered shall constitute the valid and binding

obligation of the Company enforceable in accordance with its terms. The execution, delivery, and

perfãrmance by the Cómpany of its obligations hereunder will not constitute a violation of, conflict

*itt, result in any breach of, or constituie a default under, or result in any claim or the creation of

a lien or encumbrance on any of the properties or assets of the Company pursuant to the Certificatc

of lncorporation or Bylaws of the Company or any contract, license, indenfirre, mortgage lease, or

other instmment to which the Company is a party or by which the Company is bound or affected-

3.25. Compliance with Laws. To the best of the knowledge of the Company and

Selleç the Company has complied with and is not in violation of any federal, state, local, br foreign

statute, law, rule, ór regulation with respect to the conduct of its businesses, the ownership or

operation of its properties, or the sale or purchase of its securities which violation might have a

material adversceffect on the business, financial conditions, or eamings of the Company, taken as

a whole.

3.26. Finders. The Company is not obligated, absolutely or contingently' to any

person for financial advice, a findet's fee, brokerage commission, or other similar payment in

ðonnection with the transactions contemplated by'this Agreement.

3.27. AbEence of Certain Payments. Neither the Company-n9t *y of its'directors,

officers, agents, employeès, or other persons associated with or acting on behalf of any of them, has,

to the best of the Cõmfany's and Seùer's knowledge, used any firnds of the Company or Seller for

unlawfi¡l contributio*, giitt, entertairirient, orotherunlawful expenseslelatingto political activity

or made any direct or indirect unlawful payment to governmental oflicials or employees (foreign or

domestic) fro* ,orporate funds or established or maintained any unlawful or unreported funds.

3.28. Interest in the CompanVs Assets. Except as set forth on Exhibit 3.28 and

except for the normal rightr of a shareholder, no shareholdeç office& or director of the Company has

any interest in any propãrty, real or personal, or tangible or intangible, including inventions, patents'

ropnigtrti, tradema¡ki, or trade names used in or pertaining to the business of the Company.

3.2g. Effect of Agreement. The execution and delivery by the Company of this

Agreement and the consunmation of the transactions herein contemplated will not conflict with or



result in a breach of the terms of or constitute a default under or violation of any law or regulation

of any govenrmental authority, domestic or foreign, or the Certificate of lncorporation or Bylaws o f

the Company or any agreement or instrument to which the Company is a parry or by which the

Company is bor¡nd or to which the Company is subject nor will it give to others any interests or

righti, intluding rights of termination, acceleration, or cancellation, in or with respect to any of the

properties, assets, agfeements, conhacts, orbusiness of the Company. No consent of anyperson not

ä prtay to this Agreement and no consent of any governmental authoriry is required to be obtained

ott th" part of the Company to permit the transactions contemplated by this Agreement or to permit

the continuation by the Company after the Closing Date of the business activities of the Company

in the manner such businesses are presently carried on by the Company.

3.30. Nature of Representations. No representation, warranty, or agreement made

bythe CompanyorSellerinthisAgreement, the Exhibitshereto, theCompanyFinancial Statements"

oi *y othei document referred to herein contains or will contain any untrue statement of a material

fact or omits or will omit to state any material fact necessary to make any statement, representation,

warranry, or agreement not misleading. The Company and Seller do not know of any material fact

or condition adversely affecting the value of the Common Stock or the assets, whether owned or

leased, or the business operations of the Company which has not been disclosed in writing to Buyer.

The Company and Seller agree to disclose to Buyer prior to or on the Closing Date any fact"

information, document, or notice which would have an adverse effect on any statements, covenant,

representation, warranty, or agreement .contained in this Agreement, üY Exhibit hereto, the

Company Financial Statements, or any other document referred to herein.

ARTICLE IV. REPRESENTATIONS A}ID WARRANTIES OF SELLER

Seller represents and warrants to Buyer as follows:

4.1. The Shares. Seller is the lawful owner of and has the fi¡ll right, power, and

authority to sell, transfer, and deliver to the Buyer the Shares in accordance with the terms hereof

and the Option Agreement and the sale, Eansfer, and delivery of the Shares in accordance with the

terms of this Agreement and the Option Agreement will transfer good, valid and markeiable title

thereto free and clear of all liens, encumbrances, claims or rights of every kind and nature

whatsoever

4.2. Valid Issuance. All of the Shares have been duly authorized, are validly issued

and outstanding are fully paid and non-assessable, and no liability attaches to the holders thereof.

The Shares are owned Uy Setter free and clear of any and all restrictions, liens, claims, or

encumbrances or rights oi tttit¿ parties of any nature whatsoeveç there are no existing options,

warrants, calls, or commitments on the part of Seller of any character relating to the Shares; and no

voting agreements or restrictions of any kind affect the rights of any of the Shares of the holders

thereof.

4.3. Authorization. Seller has the right, authority and power. to enter intó this

Agreement, and this Agreement has been duly executed and delivered and constitutes the valid and



binding obligation of seller. No consent of any person not a party to this A_greement and no consertt

of any govemmental authoriry is required to be obtained on the part of Seller to permit the sale,

t -ri.t*dassignmentoftheSharesascontemplatedbythisAgreementandtheOptionAgreement.

4.4. Finders. Seller is not obligated, absolutely or contingently, to any person for

financial advice, a findet's fee, brokerage commission, or other similarpayment in connection with

the transactions contemplated by this Agreement.

ARTICLE V. REPRESENTATIONS AND WARRANTIES OF BI YER

Buyer represents and warants to the Company and Seller as follows:

5.1. oreanization. Good Standins. and Authorit,v. Buyer is a limited liability

company auty for-.a, u.tiaty oisting and in good standing under the laws of the State of New
york, has thapower and auttrority to own or lease all of its properties and assets and to carry on its

business as now being conductåd, and possesses all licenses, franchises, rights and privileges

material to the conduci of its business taken as a whole. Neither the character of the properties

owned or leased by Buyer nor the nature of the business currently transacted by it requires Buyer to

be qualified in any other jurisdiction, except in those jurisdictions where Buyer is so qualified or

those jurisdiction where the failure to so quiliff would not materially adversely affect the business,

properties or operations of Buyer taken as a whole.

5.2. Authorization. Buyerhas the corporatepowerto enterinto this Agreement, a¡rd

the executiorr, d4iu"ry *d p.rformance of this Agreement by Buyer has been duly authorized and,

when executed and deiivereå, shall constitute the valid and binding obligation of Buyer enforceable

in accordance with its térms. The execution, delivery and performance by the Buyer of its

obligations hereunder will not constitute a violation of, conflict with, result in any breach o[, or

constitute a default under, or result in any claim or the creation of a lien or encumbrance on any of

the properties or assets of the Buyer pursuant to the Certificate of Limited Liability Company or

Operating Agreement of Buyer or any contract" license, indenture, mortgage lease,, o: 
:'h_o

initrument towhich Buyer is a party or by which Buyer is bound or afÏected- No consent of any

peFson not a party to ttriJngreement and nã consent of any governmental authority is required to be

obtained on thepartofBuyãrtopermitthe consummation ofthetransactions as conternplatedbythis

Agreement

' 5.3. Purchase for lnvestment. Buyer is pwchasing the Shares for its own account for

investrnent prrrpo..t only *a *t *ith a view to or for sale in connection with the distribution

thereof.

5.4. Finders. Buyer is not obligated to any person for financial advice, a findet's fee,

brokerage .o**irrioTr]o, otheisimilar p"y*ãnt in connection with the transactions contemplated

by this Agreement.
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ARTICLE VI - ACCESS TO INFORMATION

6.1. Access to Companv Information. Until the Closing Date, the Company

covenants to Buyer that the Company shall afford officers and representatives of Buyer reasonable

access to officers, personnel, and professional representatives of the Company and such of the

financial, contractual, and corporate records of the Company as Buyer shall reasonably request and

as shall be reasonably necessary for Buyer's investigations and appraisal of the Company. I'n

addition, the Company, until the Closing Date, shall provide all reasonably necessany office space

for one or more representatives of Buyer at the premises of the Company.

6.2. Confidentialitv. Buyer covenants that all information not previously disclosed

to the public or generally known to persons engaged in the business of the Company which shal I

have been fumished by the Company to Buyer as provided in this A¡ticle VI shall not be disclosed

to anypersonotherthanBuyers'members, employees,legalcounsel, financial advisers, accountants

ot 
"glntr 

in confidence, or used for any purpose other than as contemplated herein. ln the event that

the transactions contemplated by this Agreement shall not be consummated, all such information

which shall be in writing shall be returned to the party furnishing the same including to the extent

reasonably practicable cãpies or reproductions thereof which may have been prepared, and neither

party straú ät any time thèreafter disclose to third parties, or use, directly or indirectly for its own

ürn.ftt, any such information, written or oral, about the business of the other parfy hereto-

6.3. Man¡rer of lnvestieation. Any investigation by Buyer shall not be conducted in

such marmer as to interfere unreasonably with the operation of the business of the Company.

ARTICLE VIII . CONDUCT OF THE COMPAI.IY PRIOR TO THE OPTION

TERMINATION DATE; COVENAIITS OF THE COMPAÌ{Y A¡lD SELLER^S

The Company and Seller covenant and agree as follows:

7.1. Conduct of Business. Except as othenvise contemplated or permitted by this

Agreemen! from and after the execution and dèüvery of this Agreement and until Decdmber 31,

ZOO1 (ttre .,Option Termination Date'), (i) the Company will not engage in {rY activities or

transactions which shall be outside the ordinary course of their business without the-prior wrinen

consent of Buyer, (ii) the Companywill not acquire any assets (other than in the ordinary course or

business) having a value of moie than $ 1,000 or capital stock of any corporation or other entity' (iii)

the Company ùtt *" its best efforts to preserve its existing licenses, franchises, rights, and

privileges pårtinent to its business and credit Íurzlngements with banks and other financial

institutions, and (iv) the Companywill use its best effort to preserve intact its business organization

and keep available its present employees, and to preserve its goodwill and relationships with

suppliers, customers, anã others with whom they deal a¡rd to continue to develop their business-

7.2. Notice of Certain Defaults or Claims. The Companywill give prompt notice to

Buyer of any notice oidefault received by it subsequent to the date of this Agreement and prior to

the Option iermination Date turder any instnrment or agreement to which the Company is a party

n



or by which it is bound, and of the assertion of any claim which, if upheld, would render inaccurate

any representation of the Company herein-

7.3. Action Needins Consent.

7.3. Except as otherwise contemplated or permined by this Agreement, between

the date hereof and the Option Termination Date, the Cgmpany will not, without the prior written

consent of Buyer, (i) make any change in the Company's authorized capital stock, (ii) issue stock

options or warranti or simiiar rights, (iii) declare or pay any stock dividend or make any

reclassification in respect of the Co*pany;s outstanding shares of capital stock, (iv) issue or sell any

shares of their capitál stock lor secúritils convertible into or exchangeable for, with, or without

additional consideration,. such capital stock) except pursuant to the exercise of outstanding stock

options and warrants, (v) purch".ã o, otherwise acquire for consideration any outstanding shares o f

the Company's capital stock, or except in the ordinary course of business consistent with sound

business judgement, any outstanding debt securities, (vi) declare, PâY, or set apart any cash dividend

or other distibutionor i"y*.nt in respect of the Company's capital stoclc, (vii) enter into any merger

or consolidarion, (viii) intur any oblþations or liabilities (absolute or contingent) other than thosc

incurred in the ordinary course ofbusiness, (ix) enter into any sales or service contract or agreemerrt

except in the ordinary-course of business, (x) mortgage, pledge, or subject to lien or to any other

encumbrance (other th* 
" 

lien for tæ(es not yet payable), any of their assets, tangible or intangible,

other than in the ordinary course of business, (xi) discharge or satisff any lien or encumbrance or pay

any obligation or liability, except cunent liabilities included on the Company Financial Statements

and current liabilities inóuned since that date in the ordinary course ofbusiness, (xii) sell or transfer

any of the Company's assets or cancel any debts or claim, except in the ordinary coruse ofbusiness,

1xíii¡ sett, assign, oi transfer any trade seciets, patents, trademarks, trade names, copyrights, licenses

or other intangible assets, (xivj enter into or amend or cancel any conmct or transaction, other tha¡t

in the ordinary course of business, (xv) enter into any agreement or commitnent other than in the

ordinary .ourç of business which, if entered into prior to the date of this Agreement, would be

requireå to be listed on any Exhibit hereto, (xvi) amènd the Company's Articles oflncorporation or

Bylaws, or (xvii) agree to do any of the foregoing.

7.4. Implementation of Representations and V/arranties. The Company ánd Seller

will take all action to render accurate.r of tn" Closing Date and as of the Option Termination Date

the Company's and Seller's representations and warranties contained in this Agreement and the

Company and Seller will reÊain from taking any action which would-render inaccr¡rate as of the

Closing Date any such representations or warranties'

7.5. Communications. Between the date hereof and the Option Termination Date,

the Company and Seller wiu not frrnish any communications to the public generally if the subject

matter thereof relates to Buyer or to the transactions contemptated by this Agreement without the

prior approval of Buyer as to the content thereof.

7.6. Survival. The provisions of this Article VII shall sr¡rvive the Closing-
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ARTICLE VIII. CO\¡ENA¡ITS OF BI,IYER

Buyer covenants and agrees as follows:

8.1 . Implementation of Representations and Warranties. Buyer will take all action

to render accurate as of the Closing Date Buyer's representations and warranties contained in this

Agreement, and Buyer will refrain from taking any action which would render inaccurate as of the

Closing Date any such representations or warranties.

ARTICLE IX - CONDITIONS TO OBLIGATIONS OF BI.IYER

The obligations of Buyer under this Agreement are, at the option of Buyer, subject

to the satisfaction at and prior to the Closing Date of the following conditions:

9.1. Chanie of Name. Seller shall have caused the name of the Company to be

changed to "Thomas Fletcher& Company,lnc." in accordance with applicable law and theNational

Association of Securities Dealers, Inc. (the 'NASD") shall be notified of such change of name in

accordance with the rules and regulations of the NASD.

9.2. Chanee of Principal Place of Business. Seller shall have caused the Company
to relocate its principal place of business to 39 Broadway, New York, New York 10006 and the

NASD shall be notified of such change of principal place of business in accordance with the rules

and regulations of the NASD.

9.3. Fulfillment of Covenants. All the terms, covenants and conditions of this

Agreement to be complied with and performed by the Company and Seller on or before the Closing

Date shall have been duly complied with and performed, and there shall have been delivered to

Buyer a certificate to such effect dated the Closing Date, signed by the Company's President and

Seóretary and by Seller. In such certificate,'seller shall also state all positions held with the

Company and Seller's access to and receipt of information necessary for them to make each

represeniation and warranty contained in Articles Itr and fV on an informed and reasona6le basis.

9.4. AccuracJ¡ of Representations and'Warranties. All of the representations and

warranties made by the Company and Seller contained in this Agreemenf shall be tn¡e as of the

Closing Date with the same force and effect as though such representations and warranties had been

made as of the Closing Date, and the Company and Seller shall have delivered to Buyer a certificate

to such effect, signed by the Company's President and Secretary and by Seller. In such certificate,

Seller shall also state all positions held with the Company and Seller's access to and receipt of

informatibn necessary for thern to make each representation a¡rd warranty contained in Articles Itr

and IV on an informed and rea"onable basis.

9.5. No Litieation. There shall be no action, proceeding, investigation or pending

or actual litigation th. p"tp"* of which is to enjoin or may be to enjoin the transaitions

contemplated by this Agreement or which would have the effect, if successful, of imposing a
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material liabiliry upon Buyer, or any of the officers or directors of Buyeç because of or due to' in

many respects, the consummation of the transactions contemplated by this Agreement. There shall

be nó action, proceeding, investigation or pending or actual litigation against or with respect to the

Company, Sejler, outstanding shares of Common Stock or the Sha¡es which could, in any wâJ,

invalidate or damage this Agrãement or value of the assets which Buyer is acquiring pursuant to this

Agreement.

ARTICLE X - CONDITIONS TO OBLIGATIONS OF SELLER

The obligations of Seller under this Agreement are, at the option of Seller subject to

the satisfaction at and priorto the Closing Date of the following conditions:

10.1. Fulfillment of Covenants. All the terms, covenants and conditions of this

Agreement to be complied with and performed by Buyer on or before the Closing Date shall have

Uä auty complied with and performed, and there shall have been delivered to Seller a certificate

to such effect dated the Closing Date, signed by Buye/s managing mernber.

10.2. Accuracv of Representations and Warranties. All of the representations and

warranties made by Buyer in this Agreement shall be true as of the Closing Date with the same force

and effect as though.*h r"pr.r.nt"tionr and warranties had been made as of the Closing Date, artd

Buyer shall have ãelivered to Seller a certificate to such effect dated the Closing Date, signed by

Buyet's managing member.

10.3. No Litieation. There shall be no action, proceeding, investigation or pending

or actual litigation tn" p,rrp"o of which is to enjoin or may be to enjoin the Eansactions

contemplat.JUy this Agreement or which would have the effect, if successful, of imposing a

materij üability upon Seller or the Company, or any of the officers or directors thereof, because of

or due to, in many respects, the consummation of the transactions contemplated by this Agreement.

There shall be no action, proceeding, investigation or pending or actual litigation against or with

respect to the Company, Buyer, outstanding sh"ttt of Common Stock or the Shares which could' in

*y *"y, invalidatå or a"*ág" this Agreement or value of the consideration- 
/

10.4. Option to Repurchase. B.uyer shall grant to Seller an option to repurchase 2O%o

ofthe Company at 
"p,r.hr"r 

pri.ã equal to}(iYoof the net worth ofthe eompany at the time of such

repurchase, sucn oitioo to ü" evidenced by an Option Agreement (the "Re'purchase Option

Agreement') substantially in the form attached as Appendix B to this Agreement-

ARTICLE XI - CLOSING

I l.l. Closine Date. The consummation of the sale of the transactions contemplated

by this Agreement (th" -Clori"g') shall take place at the offices of Snow Becker Krauss P.C.,

lócated at OOS tnir¿ n renue - 23dFloor, New York, New York 10158-0125, at 10:00 a.m.,local

time, on Ma¡ch 5, 2001 (the "Closing Date"), or such other date, time and/or place as shall be

mutually agreed upon by the parties to this Agreement'
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1 1.2. Deliveries at Closine

ll.Z.l. At the Closing, Seller shall deliverto Buyer(a) one ormore stock certificates

evidencing Seller's ownership of thè Initial Shares, duly andorsed by Seller for the transfer of the

Shares evidenced thereby to Buyer, (b) the Option Agreement, duly executed by Selleç (c) the

Repurchase Option Agrelment, ãuly executed by Seller, and (d) the certificates of the Company's
president and Secretary and of Sellerrequired to be delivered pursuant to Sections 9.3 and 9.4 of this

Agreement, duly executed by the Company's Preside¡rt and Secretary and Seller.

1,1.2.2. At the Closing, Buyer shall deliver to Seller (a) the Sha¡e Consideration in

immediately available filnds, (b) the Option Agreement, duly executed by Buyer, (c) the Repurchase

Option Agreement, duly executed by Buyer, rtra 1a¡ the certificates ofBuyer required to be delivered

pursuant io Sections 10.1 and 10.2 of this Agreement, duly executed by Buyer'

. ARTICLE XII - INDEMNIFICATION

12.1. I¡demnification

12. I . I . Seller agrees to indemniff Buyer against any and all damages, claims, losses,

expenses, obligations and liabilities (including ieasonable attorneys'fees) (each, a "Claim") which

ariìe from any breach of or failnre of Sellei to perform any of Seller's respective warranties,

commitments, covenarits or other conditions heréunder; Pfovide( however. that any indemnity

hereunder by reason of Indemnification for damages, claims, losses, expenses' obligations and

liabilities (including reasonable attorneys' fees) arising as a consequence ofthe matters set forth on

Exhibit 3.16 shall not b" indemnifiable hereunder except if in excess of $10'000.

l¿.l.Z. Buyeragreesto indemnifftheCompanyandSelleragainst anyandallClairns

which arise from any breaðh of or failure ofBuyer to perform any of Buyer's warranties, guarantees,

commitnents, covenafits, or other conditions of this Agreement-

12.1.3. Buyerherebyagrees to indemniffsetler and hold Sellerharmless against any

and all losses, claims, damages, Uaúiñies and costs (and all actions in respect thereof anä any legal

or other expenses in giving testimony or firrnishing documents in response to a subpoena or

otherwise), including*iüout limitation, the costs of investigating,preparingordefending anysuch

action s¡ iioi-, whether or not in connection with litigation in which Selleris a party, as and when

incurred, directly or indirectly caused by, relating to, based uPon or arising out of, any services

p"rfo*rá¿ o, 
".úo* 

Þken or not talcen on or after the Closing Date in the name or on behalf of the
-Co*p*y 

by Buyer or any employee of the Company other than Buyer.

lZ.l.4 Seller has deposited the Option Share.Prepayment in Escrow with Snow

Becker Krauss p.C. to sec¡re the Setlers indemnity hereurder and shall disbr¡rse such sum as

provided for in Section 12.1.1 hereof.

lZ.Z. Claims of Indemnification. Any Claim for indemnification pursuant to this

Agreønent shall be made as follows:
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lZ.Z.L The parfy seeking indemnification (the "Claimant") shall notify the

indemniffing parry (the "Indemnifyrng p.tryf in writing of any sums which are Claims subject to

indemnification under Section 12.1. of this Agreement. The notice shall consist of the description

of the Claim, the amount thereof and the Section or Sections of this Agreement upon which the

Claim for indemnification is based-

12.2.2. Any Indemnifying Party may contest such Claim by giving Claimant writtcn

notice of such contest within 30 days after ttre giving of such Claim for indemnification in which

case the Claim shall be deemed in "Dispute" as of the date such wrinen notice is deemed given and

such Dispute shall be settled by written agreement of the Claimant and the Indemnifying Party oç

in absenóe thereof, by submission of the dispute to the a¡bitration before the National Association

of Securities Dealers, Inc. in New York, New York for determination thereby.

lZ.Z.3. Payment of any Claim for indemnification shall become due upon the

occturence of any one ofthe following events:

1¡ The passing of the period provided in Paragraphs l2.l.l and 12.2-2- for an

Indemniffing party to contest 
" 

ct¡- wìthout such a contest being made or on the date of decision

of the A¡bitration Panel; or

(ii) If an Indemniffing Parry contests the Claim by Claimant at the time of any

settlement agreed to in writing by the parties hereto.

12.3. Survival of Representations and Warranties. Anything to the contrary in this

Agreement nowithstanding all rçresentation, wa¡ranties, and agreements made by the parties to this

Aleement and all liabilitËs of-the parties to this Agreement under the indemnity provided in

Se-ction 12.1. of this Agreement and the other provisions of this Agreement shall terminate three

years from the Closingbate, except (i) Claims as to which speciñc writter¡ notice has been given

iurru*t to Section l2-.2. of this Agreement on or prior to three years from the Closing Date, or (ii)

any waiver pursuant to Section 13.7. hereof.

12.4. Ooporh¡niry to Defend Litigation. If any Claim is made against Búyer or the

Company which, if susãne{ would constitute a breach of warranty by Setleç Buyer shall cause

written notice of such Claim to be mailed to Seller within ten days after Buyer or the Company

receives a formal written demand for paymant of such Claim. . If Setlerwishes to join in defending

or compromising the Claim ar¡d so adviles Buyer in writing within thirty days afrer receipt of the

notice,'Buyer snál afford Seller an opportunity to join therein at his sole expense and to undertake

the sole ddfense thereof. If Seller does elect to join in the defense, Buyer or the Company shall in

good faith defend the Claim or shall have the right to make any good faith settlement or compromise

úhirh uuyo or the Company deems reasonable(including payment in fullof such Claim) and obtain

indernnification forthe futt amount thereof. The claims set forth in Exhibit 3.16 shall be defended

by the Seller, and at his sole cost-
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ARTICLE XIII. GENERAL

t 3. I . Pavment of Expenses. Each party shall bear its own expenses. In the event that

any parry brings tegat action to enforce the terms and conditions of this Agreement, the prevailing

pfr in such lãgal ãction shall be entitled to recover from the unsuccessfttl party all ofhis incidental

ðosts an¿ reasonable attorneys' fees, whether or not final judgement is entered in the action.

I 3.2. Reoresentations and Warranties. Only statements contained in this Agreemeret,

any Exhibit hereto, the Company Financial Statements or any other document referred to in this

Agreement, shall be deemed to be representations and wa¡ranties under this Agreement. There a¡e

no implied warranties ol*t nature.

13.3. Notices. All requests, demands, notices and other communications required or

otherwise given under this Agreement shall be sufficiently given if (a) delivered by hand against

written recãipt therefor, (þ) forwarded by overnight courier requiring acknowledgment of receipt or

(c) mailed by registered or certified mail, postage pr€paid, addressed as follows:

If to Seller, to: Meiyi Xia
39 Broadway
New York, New York 10006

Asia Pacific Securities, Inc.
39 Broadway
New York, New York 10006

Thomas Fletcher Holdings, LLC
39 Broadway
New York, New York 10006

Snow Becker Krauss P.C.

If to the Company, to:

If to Buyer, to:

with a copy to:
605 Third Avenue
New Yorlc, New York 10158-0125
Attention: Charles Snow, Esq-

or, in the case of any of the parties hereto, at luch other address as suc*t party shall have firmished

in writing, in accorãance with this paragraph 13.3, to the other parties hereto. Each such request,

deman4 notice or other communicátion-shall be deemed given (a) on the date of delivery by hand,

(b) on tire fi¡5t business day following the date of delivery to ari overnight courier or (c) three

business days following mailing by registered or certified mail.

13.4. Headines. Theheadingsoftheseveralråtio*ofthisAgreementareinserted
for conveni"n., ofrrforn." only and are not intended to affect the meaning or interpretation of this

Agteemenl
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13.5. Counterparts. This Agreement may be executed in counterparts, and when so

executed each count.rp*t snâu be deemed to be an original, and said counterparts together shall

constitute one and the same instrument

13.6. BindineNarure. ThisAgreementshallbebindinguponandinuretothebenefit
of the parties to this Agreement. Neither Buyer, the Company nor Seller may assign or tansfer any

rights under this Agreement.

13.7. Waiver. Any of the Company, Seller or Buyer may, by written notice to the

other, (i) waive any of the conditions to its obligations hereunder or extend the time for tFre

performance of any of the obligations or actions of the other, (ii) waive any inaccuracies in thre

i.pr.r"ntutions of the other contained in this Agreement or in any documents delivered pursuant to

ttris Agreement, (iii) waive compliance with any of the covenants of the Öther contained in this

Agreeirent, and (iv) waive or -oãify performance of any of the obligations of the other. No action

taken pursuant to this Agreement including, without limitation, any investigation by or on behalf of

any party, shall be deemed to constitute a waiver by the party taking such action or compliance with

*y irprlr.ntation, warranty, condition or agreement contained herein. Waiver of the breach ofany

onl oi *ore provisions of this Agreement shall not be deemed or constn¡ed to be a waiver of othcr

breaches or subsequent breaches of the same provisions.

13.8. Entirelv of Aereement. This Agreement, including all exhibits, attachments,

and attachments to exhibits hereto and all certificates, letters, and opinions referenced or called for

herein, constitutes the entire agreement among the parties and supersedes all prior oral or written

proposals and communications.

13.9. Other Asreements. All oral or wrinen agreements heretofore made between

the parties hereto in càãempiation of this Agreement are superseded by this Agreement and are

hereby terminated in their entirety.

13.10. Good Faith. Each of the parties hereto agrees that it shall act in good faith in

an attempt to cause att me ðon¿itions precedent and subsequent to their respective obligatjons to be

satisfied.

13.11. Amendment or Modificqtion. The parties hereto may amend or modiÛ this

Agreemént by a written instnrment executed by such parties.

13.12. Applicable Law. This Agreement will be governed by, and construed and

enforced in accordance with the laws of the State ofNew York without regard to the conflict of laws

provisions thereof. The parties hereto do hereby consent and submit to the venue and jrxisdiction

of the state and federal .onttr sining in the State ofNew York, Çounty ofNew Yorlc' as the sole and

exclusive forum for such matters oidispute, and further agree that, in the event of any action or suit

as to any matters of dispute between the parties, service of any Process t"Y !: made upon the other

party inthe same manner as the giving of notices under paragraph 13.3 of this Agreernent.
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IN \ilITNESS WHEREOF, the parties have duly executed this Agreement as of the

date first above written.

Asia Pacific SecurÍties, Inc.

By:
,-¿7,*\

Xia, President

S :\CS\FLETCHER\STOCK ACQUIS mON XIA AGMT # | .wPd

Thomas Elelsüer H

Roman Thaker, Managing Directo-r
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