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1.01 Entry into a Material Definitive Agreement

As of July 30, 2007 (all signatures just secured), the company is entering into Callable Secured
Convertible Notes with AJW Partners, LLC, AJW Masters Fund, Ltd. and New Millennium Capital
Partners II, LLC ("Buyers"). These notes are authorized by the Securities Purchase Agreement between
the Company and various parties of March 15, 2007.



The callable secured convertible notes (3 notes, $110,000 total loan principal; 3 year term; 6% annual
interest, 15% annual "default interest") are convertible into shares of our common stock at a variable
conversion price based upon the applicable percentage of the average of the lowest three (3) Trading
Prices for the Common Stock during the twenty (20) Trading Day period prior to conversion. The
"Applicable Percentage" means 50%; provided, however, that the Applicable Percentage shall be
increased to (i) 55% in the event that a Registration Statement is filed within thirty days of the closing and
(ii) 60% in the event that the Registration Statement becomes effective within one hundred and twenty
days from the Closing. Under the terms of the callable secured convertible note and the related warrants,
the callable secured convertible note and the warrants are exercisable by any holder only to the extent
that the number of shares of common stock issuable pursuant to such securities, together with the
number of shares of common stock owned by such holder and its affiliates (but not including shares of
common stock underlying unconverted shares of callable secured convertible notes or unexercised
portions of the warrants) would not exceed 19.99% of the then outstanding common stock as determined
in accordance with Section 13(d) of the Exchange Act. The shares underlying the convertible notes are
subject to a registration rights agreement.

Proceeds shall be utilized in management's discretion for company operations.

SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this
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-------------------------------------
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