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A PREFERRED STOCK PURCHASE AGREEMENT

This Series A Preferred Stock Purchase Agreement (this “Agreement”), dated as of September __, 2000, by and among ANABAS, Inc., a California corporation (the “Company”), and the purchasers listed on Schedule I attached hereto (the “Purchasers” and individually, a “Purchaser”).  Capitalized terms used but not otherwise defined herein shall have the meaning set forth in Article VII.

RECITALS

Subject to the terms and conditions set forth herein, the Purchasers desire to purchase from the Company, and the Company desires to issue and sell to each Purchaser the number of shares of Series A Preferred Stock, par value $0.001 per share (collectively, the “Series A Preferred”), of the Company set forth on Schedule I attached hereto for the purchase price set forth on thereon.

AGREEMENTS

In consideration of the recitals and the mutual promises, covenants and agreements contained herein and other good and valuable consideration, the receipt and sufficiency of which are hereby acknowledged, the parties hereto hereby agree as follows:

Article I 

AUTHORIZATION AND SALE OF THE PREFERRED SHARES TC 
1.1 Authorization TC .  The Company shall, prior to the date of closing as described in Article III herein (i) have caused its articles of incorporation to be amended and restated substantially in the form attached hereto as Exhibit A (the “Restated Articles”) by filing the Restated Articles with the Secretary of State of the State of California, and (ii) authorized the issuance and sale of up to 2,050,000 shares of Series A Preferred (the “Shares”) to the Purchasers, and reserved for issuance 2,050,000 shares of common stock, par value $0.001 per share (the “Common Stock”), upon the conversion of the Series A Preferred.

1.2 Sale of the Series A Preferred TC .  Subject to the terms and conditions hereof, each Purchaser agrees, severally, to purchase at the Closing and the Company agrees to sell to each Purchaser the number of Shares of Series A Preferred set forth opposite such Purchaser’s name in column 2 on Schedule I, at a purchase price of $1.00 per Share, for the aggregate purchase price set forth in column 3 on Schedule I, free and clear of all Liens, at the Closing.  

1.3 Delivery of the Preferred Shares TC .  At the Closing, upon the execution and delivery by each Purchaser of a signature page to this Agreement, the Company will deliver to each Purchaser, one or more certificates, duly executed and registered in such Purchaser’s name as set forth on Schedule I, representing the Shares of Series A Preferred designated in column 2 on Schedule I to be purchased by such Purchaser, against payment of the purchase price therefor, by (i) check payable to the Company, (ii) wire transfer pursuant to the Company’s instructions, (iii) cancellation of outstanding indebtedness, or (iv) any combination thereof.

1.4 Closing TC .  The Closing of the purchase and sale of the Series A Preferred hereunder shall be held at 9:00 a.m. (San Francisco time) on September __, 2000, or at such other time and date as may be agreed to by the Company and the Purchasers participating in such Closing, at the offices of Howard, Rice, Nemerovski, Canady, Falk & Rabkin, A Professional Corporation, Three Embarcadero Center, 7th Floor, San Francisco, California  94111-4065.

1.5 Subsequent Sales of Series A Preferred TC .  Subject to the terms and conditions of this Agreement, at any time on or before 60 days after the Closing, the Company may sell any Shares of Series A Preferred not sold at the Closing at the same price per share as those sold at the Closing upon the same terms and conditions as those contained here.  Each such subsequent purchaser (an “Additional Purchaser”) shall be required to become a party to this Agreement and all Related Agreements.  The Shares of Series A Preferred sold at such additional closings shall be deemed Shares hereunder and the purchasers thereof shall be deemed to be Purchasers hereunder.  Notwithstanding anything to the contrary above, shares purchased at an additional closing shall be deemed to have been purchased on the date of such closing.  Further notwithstanding anything to the contrary above, additional shares of Series A Preferred not sold at the Closing may be sold at any time in transactions with lenders, customers, vendors, lessors, or other commercial or strategic partners that are substantially not equity based and that are approved by the Board.

Article II 

REPRESENTATIONS AND WARRANTIES OF THE COMPANY TC 
Except as set forth on the Company’s Schedule of Exceptions attached hereto, the Company hereby represents and warrants to the Purchasers as follows:

2.1 Organization and Standing TC .  The Company is a corporation duly organized, validly existing and in good standing under the laws of the State of California.  The Company has the requisite legal and corporate power and authority to conduct its business as presently being conducted and proposed to be conducted.  The Company is presently qualified to do business in each state in which failure to so qualify would have a material adverse effect on the Company’s business, financial condition or properties as now conducted or proposed to be conducted.

2.2 Corporate Power TC .  The Company has all requisite legal and corporate power and authority to enter into this Agreement and the Related Agreements, to issue and sell the Series A Preferred and the shares of Common Stock issuable upon conversion of the Series A Preferred, and to carry out and perform its obligations under the terms of this Agreement and the Related Agreements.

2.3 Subsidiaries TC .  The Company has no subsidiaries or affiliated companies and does not otherwise own or control, directly or indirectly, any equity interest in any corporation, association, joint venture, partnership, limited liability company or other business entity.

2.4 Investments TC .  The Company does not own of record or beneficially any Investment, other than Investments of the type permitted under Section 6.10(i) of this Agreement.

2.5 Minute Books TC .  The minute books of the Company contain a complete and correct summary of all meetings of the Board and the Company’s stockholders since the time of incorporation of the Company.

2.6 Capitalization TC .

(a) Authorized Capital Stock TC .  The authorized capital stock of the Company consists or will consist, upon the filing of the Restated Certificate, of 20,000,000 shares of Common Stock, of which 6,000,000 are issued and outstanding, and 10,000,000 shares of Preferred Stock (“Preferred Stock”), of which 2,050,000 are designated Series A Preferred, none of which will be issued and outstanding prior to the Closing.  The outstanding shares of capital stock of the Company have been duly authorized and validly issued, are fully paid and non-assessable, and were issued in compliance with all applicable federal and state securities laws.

(b) Reserved Capital TC .  The Company has presently reserved 2,050,000 shares of Common Stock for issuance upon conversion of the Series A Preferred and 2,000,000 shares of Common Stock for issuance to employees, consultants, officers or directors under its 2000 General Stock Option Plan, of which __________ are subject to outstanding options.  The Schedule of Exceptions accurately sets forth the following with respect to all outstanding options and rights to acquire the Company’s capital stock:  the holder, the number of shares covered, the exercise price and the expiration date.

(c) Obligations With Respect to Capital Stock TC .  Except for conversion privileges of the Company’s Shares issuable pursuant to this Agreement, the rights granted to Purchasers and other security holders under the Related Agreements, and the options described in Section 2.6(b) or the Schedule of Exceptions, no options, warrants, subscriptions or purchase rights of any nature (including any conversion or preemptive rights) to acquire from the Company shares of capital stock or other securities are authorized, issued or outstanding, nor is the Company obligated under its charter documents or under any agreement by which the Company is bound to issue shares of its capital stock or other securities, except as contemplated by this Agreement (including the agreements attached hereto as exhibits).  There are no restrictions on the transfer of shares of capital stock of the Company other than those imposed by relevant federal and state securities laws and as otherwise contemplated by this Agreement (including the agreements attached hereto as exhibits).  To the best of the Company’s knowledge and except as provided for in the Restated Certificate and the Voting Agreement, there are no agreements, understanding, trusts or other collaborative arrangements or understandings concerning the voting of the capital stock of the Company.

2.7 Authorization TC .  All corporate action on the part of the Company, its directors and stockholders necessary for (a) the authorization, execution, delivery and performance by the Company of this Agreement and the Related Agreements, (b) the consummation of the transactions contemplated hereby, and thereby and (c) the authorization, issuance and delivery of the Shares and the shares of Common Stock issuable upon conversion of the Shares has been taken or will be taken prior to the Closing.  This Agreement and the Related Agreements are legal, valid and binding obligations of the Company, enforceable against the Company in accordance with their terms, except as such enforceability may be limited by (i) applicable bankruptcy, insolvency, reorganization, moratorium or other similar federal or state laws affecting the rights of creditors, (ii) rules of law governing specific performance, injunctive relief or other equitable remedies (whether considered in a proceeding at law or in equity), or (iii) indemnification provisions contained in the Related Agreements to the extent limited by statutes, judicial decisions or public policy considerations.

2.8 No Violation TC .  The execution and delivery of this Agreement and the Related Agreements, the consummation of the transactions provided for herein and therein or contemplated hereby and thereby, and the fulfillment by the Company of the terms hereof or thereof, will not (with or without notice or passage of time or both) (a) conflict with or result in a breach of any provision of the Restated Articles or bylaws of the Company, (b) result in a default, give rise to any right of termination, cancellation or acceleration, or require any consent or approval (other than approval by the Board and, in the case of the adoption of the Restated Articles and the Stockholders’ Agreement, the stockholders of the Company) under any of the terms, conditions or provisions of any material note, bond, mortgage, indenture, loan, factoring arrangement, license, agreement, lease or other instrument or obligation to which the Company is a party or by which the Company or any of its assets may be bound or (c) to the Company’s knowledge, violate any law, judgment, order, writ, injunction, decree, statute, rule or regulation of any court, administrative agency, bureau, board, commission, office, authority, department or other governmental entity applicable to the Company or any of its assets.

2.9 Validity of Shares TC .  Upon issuance, the Series A Preferred will be duly and validly issued, fully paid, non-assessable and free and clear of all Liens. The shares of Common Stock issuable upon conversion of the Series A Preferred have been duly and validly reserved and, upon issuance in accordance with the conversion provisions of the Series A Preferred, will be duly and validly issued, fully paid, non-assessable and free and clear of all Liens.

2.10 Financial Statements TC .  All the books, records and accounts of the Company are in all material respects accurate and complete, are in all material respects in accordance with good business practice and all laws, regulations and rules applicable to the Company and the conduct of its business and accurately present and reflect in all material respects all of the transactions described therein.

2.11 Absence of Undisclosed Liabilities TC .  The Company has no material debts, liabilities or obligations of any nature (whether accrued, absolute, contingent, direct, indirect, perfected, inchoate, unliquidated or otherwise and whether due or to become due) arising out of transactions entered into on or prior to the date of the Closing, or any transaction, series of transactions, action or inaction occurring on or prior to the Closing, including, but not limited to, liabilities or obligations on account of taxes or governmental charges or penalties, interest or fines thereon or in respect thereof, except for liabilities and obligations arising in the ordinary course of business consistent with past practice or that are not required to be so set forth and which obligations are to be performed in the ordinary course of business, which obligations are apparent from the plain reading of such contracts (none of which is a liability resulting from a breach of contract, breach of warranty, tort, infringement or lawsuit).  The Company and its officers and directors do not know, and have no reasonable grounds to know, of any basis for the assertion against the Company as of the date hereof of any material liabilities or incurred in the ordinary course of business consistent with past practice.  There are currently no accumulated and unpaid dividends with respect to any of the securities of the Company.

2.12 Contracts, Leases and Other Agreements TC .  Except as set forth on the Schedule of Exceptions, the Company does not have any contract, lease, agreement, plan, license, arrangement, obligation or commitment (collectively, “Contracts”) (a) involving aggregate payments or delivery or licensing by or to the Company of money, goods or other assets or services having, in each case, an aggregate value of more than $25,000, (b) involving the license of any Intellectual Property to or from the Company, (c) which is a requirement or output contract, (d) restricting or affecting the development, manufacture or distribution of the Company’s products or services (e) relating to Indebtedness, (f) prohibiting the Company from freely engaging in any business or competing anywhere in the world or (g) that is otherwise material to the business of the Company.  All Contracts to which the Company is a party or by which it or any of its assets may be bound are valid, binding and in full force and effect, except as such enforceability may be limited by (i) applicable bankruptcy, insolvency, reorganization, moratorium or other similar federal or state laws affecting the rights of creditors, (ii) rules of law governing specific performance, injunctive relief or other equitable remedies (whether considered in a proceeding at law or in equity) or (iii) indemnification provisions contained in the Related Agreements to the extent limited by statutes, judicial decisions or public policy considerations, and no material breach or default, or event which, with notice or lapse of time or both, would constitute any such material breach or default by the Company (or, to the knowledge of the Company, by any other party thereto), exists with respect thereto.  The Company has not received any notice of cancellation or non-renewal of any Contract.

2.13 Employees TC .  To the Company’s knowledge, no employee of the Company is in violation of any term of any employment contract, patent disclosure agreement or any other contract or agreement relating to the relationship of such employee with the Company or any other party because of the nature of the business conducted or proposed to be conducted by the Company.  The Company is not aware that any of its employees is obligated under any contract (including licenses, covenants or commitments of any nature) or other agreement, or subject to any judgment, decree or order of any court or administrative agency, that would interfere with the use of his or her best efforts to promote the interests of the Company or that would conflict with the Company’s business as proposed to be conducted or that would have material adverse effect on the Company’s business, property or financial condition.  Neither the execution or delivery of this Agreement, nor the carrying-on of the Company’s business by the employees of the Company, nor the conduct of the Company’s business as proposed, will, to the Company’s knowledge, conflict with or result in a breach of the terms, conditions or provisions of, or constitute a default under, any contract, covenant or instrument under which any of such employees is now obligated.  

2.14 Personnel Contracts, Agreements, Plans and Arrangements TC .  The Company is not a party to or obligated in connection with its business, with respect to any (a) employment contract, deferred compensation agreement, bonus plan, incentive plan, profit sharing plan, retirement agreement or other employee compensation agreement other than options or shares issued in connection with the Company’s Stock Option Plan or (b) collective bargaining agreements or contracts with any labor union or other representative of employees or any employee benefits provided for by any such agreement.

2.15 Tax Liabilities TC .  The Company has filed all federal, state and local tax reports and returns required by any law or regulation to be filed by it, and such returns are true and correct.  The Company has paid all taxes, interest and penalties, if any, reflected on such tax returns or otherwise due and payable by it.  Any deficiencies proposed as a result of any governmental audits of such tax returns have been paid or settled, and there are no present disputes as to taxes payable by the Company.  The Company has not waived any statute or limitations in respect of taxes or agreed to any extension of time with respect to a tax assessment or deficiency.  There are no liens on any of the assets of the Company that arose in connection with any failure (or alleged failure) to pay any Tax.

2.16 Compliance With Other Instruments, None Burdensome, Etc. TC   The Company is not in violation of (i) any term of its currently effective certificate of incorporation or Bylaws, (ii) any judgment or decree known to the Company to be applicable to it, (iii) in any material respect, any term or provision of any mortgage, indebtedness, indenture, contract, agreement, instrument, judgment or decree to which it is a party or by which it or its assets are bound or (iv) to its knowledge, any order, statute, rule or regulation applicable to the Company.  The execution, delivery and performance of and compliance with this Agreement, the Related Agreements and the issuance of the Series A Preferred and the Common Stock issuable upon conversion of the Series A Preferred have not resulted and will not result in either (i) any violation of, or conflict with or constitute a default under, the Certificate or Bylaws, any of the Company’s agreements, any indebtedness instrument or any applicable statute, rule, regulation, order or restriction of any federal or state governmental entity or agency thereof, (ii) the creation of any mortgage, pledge, lien, encumbrance or charge upon any of the properties or assets of the Company or (iii) the suspension, revocation, impairment, forfeiture, or nonrenewal of any material permit, license or approval applicable to the Company, its business or operations or any of its assets or properties.

2.17 Litigation TC .  There are no actions, suits, proceedings or investigations pending or threatened (nor, to the knowledge of the Company, does any basis exist therefor) against or affecting the Company (in which the Company is a named party) at law or in equity, or before or by any federal, state, municipal or other governmental department, commission, board, agency or instrumentality, domestic or foreign.  To the Company’s knowledge, no such action, suit, proceeding or investigation could reasonably be expected to, alone or in the aggregate, have a material adverse effect on the business, assets, prospects, operations, employee relations, rights or condition, financial or otherwise, of the Company or the Company’s ability to carry out the transactions contemplated by this Agreement or the Related Agreements.  The Company is not operating under or subject to, nor is it in default with respect to, any order, writ, injunction or decree of any court or federal, state, municipal or other governmental department, commission, board, agency or instrumentality, foreign or domestic, and the Company has not been charged or threatened with a charge of violation, or, to the Company’s knowledge, under investigation with respect to possible violation, of any provision of any federal, state or local law or administrative ruling or regulation relating to any of them or their business, affairs, assets, prospects, operations, employee relations or condition, financial or otherwise.

2.18 Consents TC .  All consents, approvals, qualifications, orders or authorizations of, or filings with, any governmental authority, including state securities or “Blue Sky” offices, required in connection with the Company’s valid execution, delivery or performance of (a) this Agreement and the Related Agreements, (b) the offer, sale and issuance of the Series A Preferred, and the shares of Common Stock issuable upon conversion of the Series A Preferred and (c) the consummation of any other transaction contemplated on the part of the Company hereby have been obtained or made, except for (i) those which have already been made or granted prior to the Closing, (ii) those required to be made pursuant to the securities laws of any state in which the Series A Preferred will be issued or sold hereunder, and (iii) filings under the federal securities laws.

2.19 Title to Properties; Liens and Encumbrances TC .  The Company has good and marketable title to all of its assets (except as disposed of in the ordinary course of business), free and clear of any Liens except immaterial Liens which would not reasonably be expected to adversely affect the use or value of such assets.

2.20 Intellectual Property TC .

(a) The Schedule of Exceptions contains a complete and accurate list of all contracts relating to the Intellectual Property (as such term is defined below) to which the Company is a party or by which the Company is bound, except for any license implied by the sale of a product and perpetual paid-up licenses for commonly available software programs under which the Company is a licensee.  There are no outstanding, and to the knowledge of the Company, no threatened disputes or disagreements with respect to any such agreement.

(b) The Intellectual Property is all the intellectual property that is necessary for the operation of the Company’s business as it is currently conducted.  To the knowledge of the Company, the Company is the owner of all right, title and interest in and to all of the Intellectual Property, or is a licensee of the Intellectual Property, free and clear of all liens, security interests, charges, encumbrances and other adverse claims, and except as provided in those agreements, has the right to use without payment to a third party all of the Intellectual Property.  To the knowledge of the Company, no employee of the Company has entered into any agreement that restricts or limits in any way the scope or type of work in which the employee may be engaged or requires the employee to transfer, assign, or disclose information concerning his or her work to anyone other than the Company.

(c) The Schedule of Exceptions contains a complete list of all Patents (as such term is defined below) or any patent applications pending with the United States Patent and Trademark Office.

(d) The Schedule of Exceptions contains a complete and accurate list and summary description of all Marks (as such term is defined below), including any registrations with the United States Patent and Trademark Office.  To the knowledge of the Company, no Mark has been or is now involved in any opposition, invalidation or cancellation and, to the knowledge of the Company, no such action is threatened with respect to any of the Marks.  To the knowledge of the Company, there is no potentially interfering trademark or trademark application of any third party.  To the knowledge of the Company, no Mark is infringed or has been challenged or threatened in any way.  To the knowledge of the Company, none of the Marks used by the Company infringes or is alleged to infringe any trade name, trademark or service mark of any third party.

(e) The Schedule of Exceptions contains a complete and accurate list and summary description of all registered Copyrights.  To the knowledge of the Company, no Copyright is infringed or has been challenged or threatened in any way.  To the knowledge of the Company, none of the subject matter of any of the Copyrights infringes or is alleged to infringe any copyright of any third party or is a derivative work based on the work of a third party.

(f) With respect to each Trade Secret (as such term is defined below), the documentation relating to such Trade Secret is current, accurate and sufficient in detail and content to identify and explain it and to allow its full and proper use without reliance on the knowledge or memory of any individual.  The Company has taken reasonable precautions to protect the secrecy, confidentiality and value of the Trade Secrets.  To the knowledge of the Company, the Company has good title and an absolute (but not necessarily exclusive) right to use the Trade Secrets.  To the knowledge of the Company, the Trade Secrets are not part of the public knowledge or literature, and, to its knowledge, have not been used, divulged or appropriated either for the benefit of any Person (other than the Company) or to the detriment of the Company.  To the knowledge of the Company, no Trade Secret is subject to any adverse claim or has been challenged or threatened in any way.

(g) “Intellectual Property” means:  (a) the trade names, all fictional business names, registered and unregistered trademarks, service marks and applications (collectively, “Marks”); (b) all patents, patent applications and inventions and discoveries that may be patentable (collectively, “Patents”); (c) all copyrights in both published works and unpublished works (collectively, “Copyrights”); (d) all rights in mask works; and (e) all know-how, trade secrets, confidential information, customer lists, proprietary software (including source and object codes), technical information, data, process technology, plans, drawings and blue prints (collectively, “Trade Secrets”), all as owned, used or licensed by the Company in its business, including as licensee or licensor.

2.21 Offering TC .  Subject in part to the truth and accuracy of the representations of the Purchaser set forth in this Agreement, the offer, sale and issuance of the Series A Preferred and the shares of Common Stock issuable upon conversion of the Series A Preferred as contemplated by this Agreement are exempt from the registration requirements of the Securities Act and applicable state securities laws.

2.22 Compliance with Instruments TC .  The Company is not in violation of any term of its Articles of Incorporation, as amended, or Bylaws.

2.23 Real Property Environmental and Safety Laws TC .  The Company owns no real property.  To the Company’s knowledge, the Company is not in violation of any applicable statute, law or regulation relating to the environment or occupational health and safety, and to its knowledge no material expenditures are or will be required in order to comply with any such existing statute, law or regulation known to the Company.

2.24 Agreements Between Stockholders TC .  Other than the Related Agreements, there exists no agreement between any of the stockholders related to the Company or its capital stock or other securities.

2.25 Registration Rights TC .  Except as provided for in the Registration Rights Agreement, the Company is not under any obligation to register under the Securities Act any of its currently outstanding securities or any of its securities which may hereafter be issued.

2.26 Compliance with Law; Licenses and Permits TC .

(a) To its knowledge, the Company is not in violation of any Law (hereinafter defined) except where the failure to comply with such Law could not have a material adverse effect on the Company.  Without limiting the generality of the foregoing, to its knowledge, the Company holds each of the licenses, permits, approvals or authorizations necessary with respect to its current and proposed business and operations in compliance with all Laws, except where the failure to comply with such Law could not have a material adverse effect on the Company.  As used herein, the term “Law” shall mean any law, statute, regulation, rule, ordinance, order, consent decree, settlement agreement or governmental requirement, and any judgment, decision, decrees, writ, injunction, award, ruling or order of any court or governmental agency, department or authority (including the Internal Revenue Service).

2.27 Permits TC .  The Company has all franchises, permits, licenses and any similar authority necessary for the conduct of its business as now being conducted by it, the lack of which could materially and adversely affect the business, properties, prospects or financial condition of the Company, and the Company believes it can obtain, without undue burden or expense, any similar authority for the conduct of its business as planned to be conducted.  The Company is not in default in any material respect under any of such franchises, permits, licenses or other similar authority.

2.28 Fees and Commissions TC .  The Company has retained no finder, broker, agent, financial advisor or other intermediary (each, an “Intermediary”) in connection with the transactions contemplated by this Agreement and the Company agrees to indemnify and hold harmless the Purchaser from liability for any compensation to any Intermediary and the fees and expenses of defending against such liability or alleged liability.

2.29 ERISA TC .  The Company does not make and has no present intentions to make any contribution to any employee pension benefit plans for its employees which are subject to the Employee Retirement Income Security Act of 1974, as amended.

2.30 Not an Investment Company TC .  The Company is not an investment company within the meaning of the Investment Company Act of 1940, as amended.

2.31 Real Property Holding Company TC .  The Company is not a real property holding company within the meaning of the Internal Revenue Code of 1986, as amended (the “Code”).

2.32 Related Party Transactions TC .  Except as set forth on the Schedule of Exceptions:

(a) No employee, officer or director of the Company or holder of 5% or more of the Company’s outstanding voting securities, or member of the immediate family or affiliate of any of them, is indebted to the Company, nor is the Company indebted (or committed to make loans or extend or guarantee credit) to any of them.

(b) To the knowledge of the Company, no employee, officer or director of the Company or holder of 5% or more of the Company’s outstanding voting securities, or member of the immediate family or affiliate of any of them, has any direct or indirect ownership interest in any firm or corporation with which the Company is affiliated or with which the Company has a business relationship, or any firm or corporation that competes with the Company.

(c) To the knowledge of the Company, no employee, officer or director of the Company or holder of 5% or more of the Company’s outstanding voting securities, or member of the immediate family or affiliate of any of them, is, directly or indirectly, interested in any material contract with the Company.

Article III 

CONDITIONS TO CLOSING OF PURCHASERS TC 
The obligation of the Purchasers to purchase the Shares at the Closing is subject of the following conditions any of which may be waived by such Purchaser in writing:

3.1 Representations, Warranties and Covenants TC .  The representations and warranties made by the Company in Article II hereof shall be true and correct when made and all covenants, agreements and conditions contained in this Agreement to be performed or complied with by the Company on or prior to the Closing shall have been performed or complied with by the Company.

3.2 Compliance Certificate TC .  At the Closing, the Company shall have delivered to each Purchaser a certificate of the Company, executed by the Chairman of the Board, the President or any Vice-President of the Company certifying that the conditions in Article II of this Agreement have been fulfilled and to the receipt of all required Board and stockholder approvals of this Agreement and the transactions contemplated hereby.

3.3 Voting Agreement TC .  At or prior to the Closing, the Company and the Purchasers shall have executed and delivered the Voting Agreement substantially in the form attached hereto as Exhibit B.

3.4 Stockholders’ Rights Agreement TC .  At or prior to the Closing, the Company, the Purchasers and the stockholders of the Company shall have entered into the Stockholders’ Agreement substantially in the form attached hereto as Exhibit C.

3.5 Registration Rights Agreement TC .  At or prior to the Closing, the Company and each Purchaser shall have executed and delivered the Registration Rights Agreement in substantially the form attached hereto as Exhibit D.

3.6 Blue Sky TC .  As of the Closing, all authorizations, approvals or permits of, or filings with, any governmental authority that are required by law in connection with the lawful sale and issuance of the Shares by the Company shall have been duly obtained by the Company and shall be effective on and as of the Closing.

3.7 Election of Directors TC .  As of the Closing, the entire Board shall consist of five members, including the following persons:  (i) Alex Ho; (ii) Benjamin Fok; (iii)__________; (iv)__________; and (v)______________.

3.8 Proceedings and Documents TC .  All corporate and other proceedings in connection with the transactions contemplated hereby and by the Related Agreements, and all documents and instruments incident to such transactions, shall be satisfactory in form and substance to the Purchasers, and the Purchasers shall have received, at or prior to the Closing, all such documents as the Purchasers shall have reasonably requested.

Article IV 

REPRESENTATIONS AND WARRANTIES OF THE PURCHASER TC 
Each Purchaser, severally and not jointly, represents and warrants to the Company as follows:

4.1 Authorization; Power TC .  Each Purchaser has all requisite legal power to enter into this Agreement and the Related Agreements, and to carry out and perform its obligations under the terms of this Agreement and the Related Agreements.  All action on the part of each Purchaser necessary for the authorization, execution, delivery and performance by each Purchaser of this Agreement and the Related Agreements, and the consummation of the transactions contemplated hereby and thereby, has been taken.  This Agreement and the Related Agreements are legal, valid and binding obligations of each Purchaser, enforceable against each Purchaser in accordance with their terms.

4.2 Purchase for Investment TC .  Each Purchaser is acquiring the Shares and the underlying Common Stock issuable upon conversion of the Shares for its own account and for investment and not with a view to distributing all or any part thereof in any transaction which would constitute a “distribution” within the meaning of the Securities Act.  By executing this Agreement, each Purchaser further represents that it does not have any contract, undertaking, agreement, or arrangement with any person to sell, transfer or grant participations to such person or to any third person, with respect to any of the Shares or Common Stock issuable upon conversion of the Shares.  Each Purchaser acknowledges that the Shares and the underlying Common Stock issuable upon conversion of the Shares have not been registered under the Securities Act and, except as provided in the Registration Rights Agreement, the Company is under no obligation to file a registration statement with the Securities and Exchange Commission (the “SEC”) with respect to the Shares or the underlying Common Stock issuable upon conversion of the Shares.

4.3 Investor Qualifications TC .  Each Purchaser is familiar with evaluating start-up companies such as the Company, and therefore is able to represent to the Company that such Purchaser (a) has such knowledge and experience in financial and business matters that it is capable of evaluating the merits and risks of its investment in the Shares, (b) is able to bear the complete loss of its investment in the Shares, and (c) has had the opportunity to ask questions of, and receive answers from, the Company and its management concerning the terms and conditions of the offering of the Shares and to obtain additional information.

4.4 Rule 144 TC .  Each Purchaser acknowledges that the Shares and the underlying Common Stock must be held indefinitely unless subsequently registered under the Securities Act or unless an exemption from such registration is available.  Each Purchaser is aware of the provisions of Rule 144 promulgated under the Securities Act, which permit limited resale of shares purchased in a private placement subject to the satisfaction of certain conditions, including, among other things, the existence of a public market for the Shares, the availability of certain current public information about the Company, the resale occurring not less than a specified period after a party has purchased and paid for the security to be sold, the sale being effected through a “broker’s transaction” or in transactions directly with a “market maker” and the number of shares being sold during any three-month period not exceeding specified limitations.

4.5 Fees and Commissions TC .  No Purchaser has retained any finder, broker, agent, financial advisor or other intermediary (each a, “Purchaser Intermediary”) in connection with the transactions contemplated by this Agreement and the Purchaser agrees to indemnify and hold harmless the Company from liability for any compensation to any Purchaser Intermediary and the fees and expenses of defending against such liability or alleged liability.

4.6 Disclosure of Information TC .  Each Purchaser believes it has received all the information it considers necessary or appropriate for deciding whether to purchase the Shares.  Each Purchaser has had an opportunity to ask questions and receive answers from the Company regarding the terms and conditions of the offering of the Shares and the business, properties, prospects, financial condition and results of operations of the Company.

4.7 Accredited Investor TC .  Each Purchaser is an “accredited investor” within the meaning of Rule 501 of Regulation D promulgated under the Securities Act, as currently in effect.

4.8 Legends TC .  It is understood that the certificates evidencing the Series A Preferred may bear some or all of the following legends:

(a) “THESE SECURITIES HAVE NOT BEEN REGISTERED UNDER THE SECURITIES ACT OF 1933, AS AMENDED (THE “ACT”).  THEY MAY NOT BE SOLD, OFFERED FOR SALE, PLEDGED OR HYPOTHECATED IN THE ABSENCE OF A REGISTRATION STATEMENT IN EFFECT WITH RESPECT TO THE SECURITIES UNDER SUCH ACT OR AN OPINION OF COUNSEL SATISFACTORY TO THE COMPANY THAT SUCH REGISTRATION IS NOT REQUIRED.”

(b) Any legend required by the laws of the state in which the Shares are sold.

4.9 Further Limitations on Disposition TC .

(a) Without in any way limiting the representations set forth above, each Purchaser further agrees not to make any disposition of all or any portion of the Shares unless and until:

(i) There is then in effect a Registration Statement under the Securities Act covering such proposed disposition and such disposition is made in accordance with such Registration Statement; or

(ii) Each Purchaser shall have notified the Company of the proposed disposition and shall have furnished the Company with an opinion of counsel, reasonably satisfactory to the Company that such disposition will not require registration of such shares under the Act.

(b) Notwithstanding the provisions of subparagraphs (i) and (ii) above, no such registration statement or opinion of counsel shall be necessary for a transfer by a Purchaser that is a partnership to an affiliated partnership or to a partner of such partnership or affiliated partnership or a retired partner of such partnership or affiliated partnership who retires after the date hereof, or to the estate of any such partner or retired partner or the transfer by gift, will or intestate succession of any partner to his or her spouse or to the siblings, lineal descendants or ancestors of such partner or his or her spouse, if the transferee agrees in writing to be subject to the terms hereof to the same extent as if he or she were an original Purchaser hereunder.

Article V 

CONDITIONS TO CLOSING OF COMPANY TC 
The Company’s obligation to sell and issue the Shares is, at the option of the Company, subject to the fulfillment of the following conditions as of the Closing Date:

5.1 Representations and Warranties Correct TC .  The representations and warranties made by the Purchasers in Article IV hereof shall be true and correct when made and shall be true and correct on the Closing Date.

5.2 Covenants TC .  All covenants, agreements and conditions contained in this Agreement to be performed by the Purchasers on or prior to the Closing Date shall have been performed or complied with in all material respects.

5.3 Blue Sky TC .  The Company shall have obtained all necessary Blue Sky law permits and qualifications, or have the availability of exemptions therefrom, required by any state for the offer and sale of the Shares and the Common Stock issuable upon conversion of the Shares.

5.4 Restated Articles TC .  The Restated Articles shall have been filed with the Secretary of State of the State of California.

5.5 Registration Rights Agreement TC .  Each of the Purchasers shall have executed and delivered the Registration Rights Agreement.

5.6 Stockholders’ Rights Agreement TC .  Each of the Purchasers shall have executed and delivered the Stockholders’ Agreement.

5.7 Voting Agreement TC .  Each party thereto shall have executed and delivered the Voting Agreement.

5.8 Legal Matters TC .  All material matters of a legal nature which pertain to this Agreement, the Company Agreements and the transactions contemplated hereby and thereby, shall have been reasonably approved by counsel to the Company.

Article VI 

MISCELLANEOUS TC 
6.1 Entire Agreement; Amendment TC .  This Agreement and the Related Agreements and the other documents delivered pursuant hereto at the Closing constitute the full and entire understanding and agreement between the parties with regard to the subjects hereof and thereof, and no party shall be liable or bound to any other party in any manner by any warranties, representations or covenants except as specifically set forth herein or therein.  Except as expressly provided herein, neither this Agreement nor any term hereof may be amended, waived, discharged or terminated other than by a written instrument signed by the party against whom enforcement of any such amendment, waiver, discharge or termination is sought; provided, however, that any provision of this Agreement may be waived, modified or amended upon the Company’s prior written consent and the written consent of a majority of holders of the then outstanding voting power of the Series A Preferred.

6.2 Delays or Omissions TC .  Except as expressly provided herein, no delay or omission to exercise any right, power or remedy accruing to any holder of any Shares, upon any breach or default of the Company under this Agreement, shall impair any such right, power or remedy of such holder nor shall it be construed to be a waiver of any such breach or default, or an acquiescence therein, or of or in any similar breach or default thereafter occurring; nor shall any waiver of any single breach or default be deemed a waiver of any other breach or default theretofore or thereafter occurring.  Any waiver, permit, consent or approval of any kind or character on the part of any holder of any breach or default under this Agreement, or any waiver on the part of any holder of any provisions or conditions of this agreement, must be in writing and shall be effective only to the extent specifically set forth in such writing.  All remedies, either under this Agreement or by law or otherwise afforded to any holder, shall be cumulative and not alternative.

6.3 California Corporate Securities Law TC .  THE SALE OF THE SECURITIES WHICH ARE THE SUBJECT OF THIS AGREEMENT HAS NOT BEEN QUALIFIED WITH THE COMMISSION OF CORPORATIONS OF THE STATE OF CALIFORNIA AND THE ISSUANCE OF SUCH SECURITIES OR THE PAYMENT OR RECEIPT OF ANY PART OF THE CONSIDERATION THEREFOR PRIOR TO SUCH QUALIFICATIONS UNLAWFUL UNLESS THE SALE OF SECURITIES IS EXEMPT FROM THE QUALIFICATION BY SECTION 25100, 25102 OR 25105 OF THE CALIFORNIA CORPORATIONS CODE.  THE RIGHTS OF ALL PARTIES TO THIS AGREEMENT ARE EXPRESSLY CONDITIONED UPON SUCH QUALIFICATION BEING OBTAINED, UNLESS THE SALE IS SO EXEMPT.

6.4 Representations and Warranties; Indemnification TC .  All representations and warranties contained herein or in any of the Related Agreements or made in writing by any party in connection herewith or therewith will survive the execution and delivery of this Agreement and any investigation made at any time by or on behalf of the Purchaser or any other holder of all or any part of the Shares.

6.5 Fees and Expenses TC .  The Company and each Purchaser  will bear all of its own expenses in connection with the preparation, execution and negotiation of this Agreement, the Related Agreements and the transactions contemplated hereby.

6.6 Successors and Assigns TC .  Except as otherwise expressly provided herein, all covenants and agreements contained in this Agreement by or on behalf of any of the parties hereto will bind and inure to the benefit of the respective successors and assigns of the parties hereto, whether so expressed or not; provided, however, that the Company shall not assign this Agreement or any part hereof or any obligation hereunder without the prior written consent of the holder or holders of a majority of the outstanding Series A Preferred or, if no Series A Preferred Shares are outstanding, by the holder or holders of a majority of the Common Shares issued upon conversion of the Series A Preferred.  Neither the Series A Preferred Shares nor the Common Shares may be transferred unless such transfer is registered under the Securities Act or unless an exemption from such registration is available, which exemption shall be established either by an opinion of counsel delivered by the holder of the Series A Preferred or the Common Shares being transferred and reasonably satisfactory to the Company.

6.7 Descriptive Headings TC .  The descriptive headings of this Agreement are inserted for convenience of reference only and do not constitute a part of and shall not be utilized in interpreting this Agreement.

6.8 Notices TC .  Any notices required or permitted to be sent hereunder shall be delivered personally or mailed, certified mail, return receipt requested, or delivered by overnight courier service to the following addresses, or such other address as any party hereto designates by written notice to the Company, and shall be deemed to have been given upon delivery, if delivered personally, three days after mailing, if mailed, or one business day after delivery to the courier, if delivered by overnight courier service:

If to the Company, to:

Anabas, Inc.
440 Davis Court, #1316
San Francisco, CA  94111
Attention:  Alex Ho

If to the Purchasers, (a) to such Purchaser’s address as is set forth on the Schedule I or to such other address as such Purchaser shall have furnished the Company in writing; or (b) to such address as such Purchaser shall have furnished the Company in writing or, until any such holder so furnishes an address to the Company, then to the address of the holder of such Shares who has so furnished an address to the Company.

6.9 Governing Law TC .  This Agreement and the rights and duties of the parties hereto shall be governed by the laws of the State of California (without regard to principles of Conflicts of Law).

6.10 Execution in Counterparts TC .  This Agreement may be executed in any number of counterparts, each of which when so executed and delivered shall be deemed an original, and such counterparts together shall constitute one instrument.

6.11 Severability TC .  In the event that any provision of this Agreement becomes or is declared by a court of the competent jurisdiction to be illegal, unenforceable or void, this Agreement shall continue in full force and effect without said provision; provided that no such severability shall be effective if it materially changes the economic benefit of this Agreement to any party.

6.12 Facsimile Signature TC .  This Agreement shall be deemed duly executed by the Company upon the delivery of its executed signature page by facsimile transmission to counsel for the Purchasers.  This Agreement shall be deemed duly executed by the Purchasers upon the delivery of all of their executed signature pages by facsimile transmission to counsel for the Company.

6.13 Consent to Jurisdiction TC .  The parties irrevocably submit themselves to the exclusive jurisdiction of the courts of the State of California and to the jurisdiction of the County of San Francisco for the purpose of enforcing any arbitration decision that may be issued pursuant to Section 6.14 hereof and bringing any other action that may be brought in connection with the Related Agreements.  The parties agree that they shall not assert any claim that they are not subject to the jurisdiction of such courts, that the venue is improper, that the form is inconvenient or any similar objection, claim or argument.  To the maximum extent permitted by law, the notice provisions of the Agreement shall apply to the Service of Process with respect to any action brought under any of the Related Agreements.

6.14 Arbitration TC .  In the event of a claimed breach of this Agreement by any of the parties hereto, except for a dispute where the remedy sought is specific performance or another form of extraordinary equitable relief, such dispute shall be submitted to alternative resolution in accordance with the terms of this Section 6.14.  The party who is alleging that a dispute exists shall send a notice of such dispute to all other parties to this Agreement, setting forth in detail the dispute, the parties involved and the position of such party with respect to the dispute.  The parties to such dispute shall endeavor in good faith to select an alternative dispute resolution service to resolve the dispute and the rules that shall govern the resolution.  If agreement as to the matters detailed in the preceding sentence is not reached within 20 business days after receipt of the notice, then, within 10 business days thereafter, counsel for the parties shall mutually select as an arbitrator, an attorney practicing in the San Francisco, California area (or such other location as is agreed to by the parties), who is experienced in commercial arbitration.  If counsel for the parties are unable to agree upon the selection of the arbitrator, the arbitrator shall be selected by the American Arbitration Association (the “AAA”).  Any disputes as to the rules for conducting the arbitration shall be resolved by reference to the AAA rules for commercial arbitration by the arbitrator.  The arbitrator shall schedule a hearing on the disputed issues within 40 business days after his or her appointment, and the arbitrator shall render his or her decision after the hearing, in writing, as expeditiously as possible, and shall deliver copies of such decision to the parties.  A default judgment may be entered against any party who fails to appear at the arbitration hearing.  Such decision and determination shall be final and unappealable and may be filed as a judgment or record in any jurisdiction designated by the successful party.  The parties to this Agreement agree that this paragraph has been included to rapidly and inexpensively resolve any disputes among them with respect to the matters described above, and that this paragraph shall be grounds for dismissal of any court action commenced by any party with respect to a dispute arising out of such matters.

6.15 Reproduction of Documents TC .  This Agreement and all documents relating hereto, including, but not limited to, (a) consents, waivers, amendments and modifications which may hereafter be executed and (b) certificates and other information previously or hereafter furnished, may be reproduced by any photographic, photostatic, microfilm, optical disk, micro-card, miniature photographic or other similar process.  The parties agree that any such reproduction shall be admissible in evidence as the original itself in any judicial or administrative proceeding, whether or not the original is in existence and whether or not such reproduction was made by a party in the regular course of business, and that any enlargement, facsimile or further reproduction of such reproduction shall likewise be admissible in evidence.  

Article VII 

DEFINITIONS TC 
7.1 Definitions TC .  In addition to the capitalized terms defined elsewhere in this Agreement, the following capitalized terms shall have the following meanings when used in this Agreement:

“Affiliate,” as applied to any Person, means any other Person, directly or indirectly, controlling, controlled by or under common control with that Person.  The term “control” (including, with correlative meanings, the terms “controlling,” “controlled by” and “under common control with”), as applied to any Person, includes the possession, directly or indirectly, of ten percent (10%) or more of the Voting Power (or in the case of a Person which is not a corporation, 10% or more of the ownership interest, beneficial or otherwise) of such Person or the power otherwise to direct or cause the direction of the management and policies of that Person, whether through voting, by contract or otherwise.  

“Board” means the Board of Directors of the Company.

“Closing” means the closing of the sale and issuance of the Preferred Shares to the Purchaser pursuant to the terms and conditions of this Agreement.

“Commission” means the Securities and Exchange Commission.

“Indebtedness” of any Person means the principal of, premium, if any, and unpaid interest on (a) indebtedness for borrowed money, (b) indebtedness guaranteed, directly or indirectly, in any manner by such Person, or in effect guaranteed, directly or indirectly, in any manner by such Person through an agreement, contingent or otherwise, to supply funds to or in any other manner invest in the debtor, or to purchase indebtedness, or to purchase and pay for property if not delivered, or pay for services if not performed, primarily for the purpose of enabling the debtor to make payment of the indebtedness or to assure the owners of the indebtedness against loss, (c) all indebtedness secured by any mortgage, lien, pledge, charge or other encumbrance upon property owned by such Person, even though such Person has not in any manner become liable for the payment of such indebtedness, (d) all indebtedness of such Person created or arising under any conditional sale, lease (intended primarily as a financing device) or other title retention or security agreement with respect to property acquired by such Person even though the rights and remedies of the seller, lessor or lender under such agreement or lease in the event of default may be limited to repossession or sale of such property and (e) renewals, extensions and refunding of any such indebtedness.

“Investment” as applied to any Person means (a) any direct or indirect purchase or other acquisition by such Person of any notes, obligations, instruments, stock, securities or ownership interest of 10% or more of the total outstanding equity of any other Person.

“Lien” means any mortgage, deed of trust, lien, security interest, pledge, lease, conditional sale contract, claim, charge, easement, right of way, assessment, restriction.

“Person” means an individual, partnership, corporation, limited liability company, association, joint stock company, trust, joint venture, unincorporated organization or governmental entity or any department, agency or political subdivision thereof.

“Public Offering” means any offering by the Company of its equity securities to the public pursuant to an effective registration statement under the Securities Act of 1933, as amended, or any comparable statement under any similar federal statute then in force.

“Qualified Public Offering” means a firm commitment underwritten Public Offering of shares of Common Stock in which the net proceeds to the Company of such offering equals at least $15,000,000 and the price per share of Common Stock to the public is at least three time the Series A Preferred Issue Price (as defined in the Restated Articles), as adjusted pursuant to the Restated Articles.

“Registration Rights Agreement” means the Registration Rights Agreement between the Company and the Purchasers in the form attached hereto as Exhibit D.

“Related Agreements” means the Certificate, the Registration Rights Agreement, the Voting Agreement and the Stockholders’ Rights Agreement.

“Securities Act” means the Securities Act of 1933, as amended.

“Stockholders’ Rights Agreement” means the Stockholders’ Rights Agreement between the Company, the Purchaser and the stockholders of the Company in the form attached hereto as Exhibit C.

“Subsidiary” means, with respect to any entity, any corporation, association or other entity of which securities or other ownership interests representing more than fifty percent (50%) of the ordinary voting power are, at the time as of which any determination is being made, owned or controlled by such entity or one or more Subsidiaries of such entity or by such entity and one or more Subsidiaries of such entity.  

“Tax” or “Taxes” means any and all federal, state, local and foreign taxes, assessments and other governmental charges, duties, impositions and liabilities relating to taxes, including taxes based upon or measured by gross receipts, income, profits, sales, use and occupation, and value added, ad valorem, transfer, franchise, withholding, payroll, recapture, employment, excise and property taxes, together with all interest, penalties and additions imposed with respect to such amounts and any obligations under any agreements or arrangements with any other person with respect to such amounts and including any liability for taxes of a predecessor entity.

“Voting Power” of any Person means the total number of votes which may be cast by the holders of the total number of outstanding shares of stock of any class or classes of such Person in any election of directors of such Person.

“Voting Agreement” means the Voting Agreement between the Company, the Purchasers and the stockholders of the Company in the form attached hereto as Exhibit B.
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The parties hereto have executed this Series A Preferred Stock Purchase Agreement as of the date first set forth above.

“COMPANY”
ANABAS, INC.





By:__________________________________


Alex Ho, President and 


Chief Executive Officer

“PURCHASERS”
INTERNATIONAL NETWORK CAPITAL CORP.

By: 

Title


INTERNATIONAL NETWORK CAPITAL LDC

By: 

Title


SUNEVISION HOLDINGS, LTD.

By: 

Title


TOP HIT TECHNOLOGY LIMITED

By: 

Title


Benjamin Fok


Alex Ng

EXHIBITS AND SCHEDULES

Exhibits

A—Amended and Restated Certificate of Incorporation

B—Voting Agreement

C—Stockholders’ Rights Agreement

D—Registration Rights Agreement

Schedules



Schedule of Exceptions


Schedule I Purchasers
SCHEDULE I

Purchaser
Number of Shares
Purchase Price

International Network Capital Corp.
250,000
$250,000

International Network Capital LDC
250,000
250,000

Top Hit Technology Limited
500,000
500,000

Benjamin Fok
500,000
500,000

Alex Ng
50,000
50,000
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