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The prospectus relates to the resale by certain selling security holders of Pay88, Inc. of up to 7,929,500 shares of our
common stock in connection with the resale of:

-Up to 2,021,250 shares of our common stock that may be issued pursuant to secured convertible promissory notes
that were issued by us in connection with a private placement that closed in September 2007;

-Up to 2,021,250 shares of our common stock that may be issued pursuant to secured convertible promissory notes
that will be issued by us at the second closing of the September 2007 private placement; and

3,887,000 shares of our common stock.
The selling security holders may offer to sell the shares of our common stock being offered in this prospectus at fixed
prices, at prevailing market prices at the time of sale, at varying prices, or at negotiated prices. For a description of the

plan of distribution of the shares, please see page 15 of this prospectus.

Our common stock is traded on the National Association of Securities Dealers OTC Bulletin Board under the symbol
“PAYL.” On October 15, 2007, the closing sale price of our common stock on the OTC Bulletin Board was $1.34.

Investing in our securities involves significant risks. See “Risk Factors” beginning on page 6.
Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of
these securities or passed upon the adequacy or accuracy of the prospectus. Any representation to the contrary is a

criminal offense.

Our offices are located at 1053 North Barnstead Road, Barnstead, NH 03225. Our telephone number is (603)
776-6044. Our website can be found at www.pay88.com.

The date of the prospectus is October 31, 2007.
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You should rely only on the information contained in this prospectus. We have not, and the selling security holders
have not, authorized anyone to provide you with different information. If anyone provides you with different
information, you should not rely on it. We are not, and the selling security holders are not, making an offer to sell
these securities in any jurisdiction where the offer or sale is not permitted. You should assume that the information
contained in this prospectus is accurate only as of the date on the front cover of this prospectus. Our business,
financial condition, results of operations, and prospects may have changed since that date. In this prospectus, “Pay88,”

“the Company,” “we,” “us,” and “our” refer to Pay88, Inc., a Nevada corporation, unless the context otherwise requires. In thi
prospectus, references to “Qianbao” refers to Chongqing Qianbao Technology Ltd., our wholly owned subsidiary.
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PROSPECTUS SUMMARY

The following summary highlights selected information contained in this prospectus. Because it is a summary,

it does not contain all of the information you should consider before making an investment decision. Before
making an investment decision, you should read the entire prospectus carefully, including the “Risk Factors”
section, the financial statements, and the notes to the financial statements.

Company Summary

Pay88, Inc. was incorporated on March 22, 2005 under the name "Pay88, Ltd." in the State of New Hampshire. We
subsequently decided to reincorporate in the State of Nevada by merging with and into Pay88, Inc., a Nevada
corporation formed for such purpose on July 7, 2005. Such merger was effectuated on August 9, 2005.

Initially we focused our business on facilitating money transfers from the United States to China. Prior to September
2006, our operations focused on organizational, start-up, and fund raising activities and entering into an agreement
with Chongging Yahu Information Development Co., Ltd. to provide software to process money transfers. However,
we never commenced our proposed business operations or generated revenues in connection with this money transfer
business. We presently have no intention to engage in the money transfer business. Nonetheless, we may in the future
resume our plans to develop this U.S.-China money transfer business.

We shifted our business focus in September, 2006 as a result of our acquisition of Chongqging Qianbao Technology

Ltd. (“Qianbao”), a Chinese limited liability company. Through Qianbao, we are currently engaged in the sale of prepaid
telephone and game cards through their internet website, http://www.iamseller.com. We currently offer for sale on

such website over 800 software products, including cooking and language software and prepaid game cards for online
games.

Our auditor's report for the fiscal year ended December 31, 2006 indicates that certain factors raise substantial doubt
about our ability to continue as a going concern.

Recent Developments
Private Placement

On September 12, 2007, we entered into Subscription Agreements with 3 accredited investors for the purchase and
sale of $1,155,000 of Secured Convertible Promissory Notes for the aggregate purchase price of $750,000. We
received net proceeds from the issuance of the secured convertible promissory notes of $652,237. Pursuant to the
terms of the Subscription Agreements, we also issued to these investors Class A warrants and Class B warrants that, in
the aggregate, are exercisable to purchase 2,310,000 shares of our common stock, subject to adjustments for certain
issuances and transactions. In accordance with the terms of the Subscription Agreements, we will issue additional
secured convertible promissory notes in the principal amount of $1,155,000 and an aggregate of 2,310,000 additional
warrants on or before the fifth business day after this registration statement containing this prospectus is declared
effective by the Securities and Exchange Commission. We plan to use the net proceeds of the secured convertible
promissory notes (including the additional notes) to expand our operations.

The secured convertible promissory notes bear interest at the rate of prime plus 4% per annum, and are payable in
either cash or, absent any event of default, in shares of our common stock. Payments of interest and principal
commence on March 12, 2008 and all accrued but unpaid interest and any other amounts pursuant to the secured
convertible promissory notes are due and payable on March 12, 2009 (or earlier upon acceleration following an event
of default).
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All of the principal and accrued interest on the secured convertible promissory notes is convertible into shares of our
common stock at the election of the investors at any time at the conversion price of $1.00 per share (subject to
adjustment for certain issuances and transactions).

The secured convertible promissory notes contain default events which, if triggered and not timely cured (if curable),
will result in a default interest rate of an additional 5% per annum. In addition, we have to pay the investors 120%
plus accrued interest of the outstanding principal amount if the shares of our common stock cease to be eligible for
quotation on the Bulletin Board, we sell substantially all of our assets or Guo Fan ceases to be our Chief Executive
Officer.
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The obligations under the secured convertible promissory notes are secured by our assets, the assets of our
wholly-owned subsidiary Qianbao, a pledge of all the shares we hold in Qianbao and personal guaranties of our Chief
Executive Officer and our Chief Operating Officer.

We also issued to each investor 1,155,000 Class A Common Stock Purchase Warrants and 1,155,000 Class B
Common Stock Purchase Warrants, which are exercisable at any time until September 12, 2012 at an exercise price of
$0.81 and $1.13, respectively. These warrants also include a cashless exercise provision which is triggered after
March 12, 2008 as well as “full ratchet” anti-dilution provisions with respect to certain securities issuances.

At the option of each investor, the conversion of the secured convertible promissory notes or exercise of the warrants
is subject to the restriction that such conversion or exercise does not result in the investor beneficially owning at any
one time more that 4.99% of our outstanding shares of common stock.

We agreed to register for resale all of the shares of common stock underlying the secured convertible promissory
notes. If the registration statement we file is not declared effective within 91 days from September 16, 2007, we must
pay monthly liquidated damages in cash equal to 2% of the principal amount of the secured convertible promissory
notes and purchase price of the warrants. We also granted the investors piggyback registration rights along with
certain demand registration rights.

Pursuant to the Subscription Agreements, we also granted the investors a right of first refusal with respect to proposed
sales of equity or debt securities we make, subject to certain exceptions. The right is effective until the earlier of one
year from the effective date of the Registration Statement or the date which the secured convertible promissory notes
are satisfied in full.

As a condition to the issuance of the secured convertible promissory notes, we have entered into Lock up Agreements
with Guo Fan, our Chief Executive Officer, and Tao Fan, our Chief Operating Officer, and three other individuals
pursuant to which each of them has agreed not to sell any shares of our common stock prior to 365 calendar days after
the registration statement which contains this prospectus has been declared effective, or until the secured convertible
promissory notes are no longer outstanding.

The secured convertible promissory notes and the warrants were offered and sold in reliance upon exemptions from
registration pursuant to Section 4(2) under the Securities Act and Rule 506 promulgated thereunder, as a transaction
by us (as the issuer) not involving a public offering.

Issuance of shares to consultants

On September 11, 2007, we issued an aggregate of 6,666,666 shares of our common stock to TVH Limited, a
Netherlands limited company, in consideration for services rendered, and 1,333,334 to another consultant who
subsequently returned his shares to the Company for cancellation. TVH Limited subsequently transferred its shares to
5 individuals. These issuances were offered and sold in reliance upon exemptions from registration pursuant to
Section 4(2) under the Securities Act and Rule 506 promulgated thereunder.

Conversion of Series A preferred stock into shares of common stock

On October 3, 2007, we issued 14,000,000 shares of common stock upon conversion of 5,000,000 shares of our Series
A Convertible Preferred Stock that we issued to the two shareholders of Qianbao in September 2006 as consideration
for the acquisition of that company. The shares were subsequently distributed in China to the shareholders of one of
said shareholders. We were required to cause the conversion of our Series A Convertible Preferred Stock pursuant to
the Subscription Agreement we entered into with the investors on September 12, 2007. As a result of the conversion
of the Series A Convertible Preferred Stock into our common stock, and the issuance to TVH Limited as described
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above, we now have 30,766,666 shares issued and outstanding as of the date of this prospectus. The issuance of our
common stock upon the conversion of the Series A Preferred Stock was exempt from registration pursuant to an
exemption from registration provided by Section 4(2) of the Securities Act of 1933, as amended.

Our offices are located at 1053 North Barnstead Road, Barnstead, New Hampshire 03225. Our telephone number is
(603) 776-6044. Our website can be found at www.pay88.com.
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THE OFFERING
Key Facts of the Offering
Shares of common stock being registered 7,929,500
Total shares of common stock outstanding as of the 30,766,666

date of this prospectus

Total proceeds raised by us from the disposition of =~ We will receive no proceeds from the

the common stock by the selling security holders or  disposition of already outstanding shares of

their transferees common stock by the selling security

holders or their transferees or the disposition

of the shares of common stock issuable
pursuant to the secured convertible
promissory notes.

Summary Financial Data

The following summary financial information for the fiscal year ended December 31, 2006 was taken from our
audited financial statements and unaudited financial information for the quarter ended June 30, 2007, includes balance
sheet and statement of operations data. The information contained in this table should be read in conjunction with
“Management’s Discussion and Analysis of Financial Condition and Results of Operations” and the financial statements

and accompanying notes included in this prospectus.

Pay88, Inc.
For the Period April
24, 2006
(Inception) to
December 31,
2006

Statement of Operations Data:
Net Sales 1,199,927
Total Operating Expense 321,436
Loss from Operations (294,773)
Net Loss (297,764)
Loss per Share - Basic ($0.03)
Loss per Share - Diluted ($0.01)

December 31,

2006

Balance Sheet Data:
Working Capital (140,018)
Total Assets 728,119
Current Liabilities 381,137
Total Stockholders’ Equity 266,597

SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

Pay88, Inc.
for the quarter
ended June 30,
2007
(unaudited)
1,242,455
155,174
(125,119)
(137,709)
(0.01)
(0.01)

June 30,
2007
(unaudited)
(409,755)
1,232,041
1,148,744

2,912
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This prospectus contains forward-looking information. Forward-looking information includes statements relating to

future actions, future performance, costs and expenses, interest rates, outcome of contingencies, financial condition,

results of operations, liquidity, business strategies, cost savings, objectives of management, and other such matters of

the Company. Forward-looking information may be included in this prospectus or may be incorporated by reference

from other documents filed with the Securities and Exchange Commission by us. You can find many of these

statements by looking for words including, for example, “estimate,” “project,” “intend,” “forecast,” “anticipate,” “plan,” “plani
“expect,” “believe,” “will,” “will likely,” “should,” “could,” “would,” “may,” or words or expressions of similar meaning in th
prospectus or in documents incorporated by reference in this prospectus. Except as otherwise required under

applicable law, we undertake no obligation to publicly update or revise any forward-looking statements, whether as a

result of new information or future events.

LT LT3 9
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We have based the forward-looking statements relating to our operations on management's current expectations,
estimates, and projections about us and the industry in which we operate. These statements are not guarantees of
future performance and involve risks, uncertainties and assumptions that we cannot predict. In particular, we have
based many of these forward-looking statements on assumptions about future events that may prove to be inaccurate.
Accordingly, our actual results may differ materially from those contemplated by these forward-looking statements.
Any differences could result from a variety of factors, including, but not limited to general economic and business
conditions, competition, and other factors.

RISK FACTORS

Investing in us entails substantial risks. Factors that could cause or contribute to differences in our actual results
include those discussed in the following section. You should consider carefully the following risk factors, together
with all of the other information included in this prospectus. Each of these risk factors could adversely affect our
business, operating results and financial condition, as well as adversely affect the value of our common stock.
Risks Relating To Our Business
Our limited operating history makes it difficult to evaluate our future prospects and results of operations.
We have a limited operating history. We were organized in March 2005, and in September 2006 we acquired
Chongging Qianbao Technology Ltd. which operates a website for the sale of prepaid telephone cards and online
video games in China. Qianbao has only operated that website since April 2006. Accordingly, you should consider our
future prospects in light of the risks and uncertainties experienced by early stage companies in evolving markets such
as the growing market for Internet-based sales in China. Some of these risks and uncertainties relate to our ability to:

‘increase awareness of our brand and the development of customer loyalty;

‘respond to competitive market conditions;

‘respond to changes in regulatory environment of our business in China;

‘manage risks associated with intellectual property rights;

‘maintain effective control of our costs and expenses;

‘raise sufficient capital to sustain and expand our business;

-attract, retain and motivate qualified personnel; and

-upgrade our technology to support additional research and development of new
prepaid card products.

If we are unsuccessful in addressing any of these risks and uncertainties, our business may be materially and adversely
affected.

We are dependent on third parties for the supply of pre-paid phone and game cards that we resell and any
interruption in the production and/or delivery of those pre-paid cards or any increase in the manufacturer’s costs may
have a material adverse effect on our revenues and our results of our operations, which may cause our stock price to
decline.

10
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Our Chinese subsidiary, Qianbao, purchases prepaid cards from third-party suppliers and thereafter resells them on its
website. Since Qianbao does not manufacture any of the cards that they sell and, consequently, it is dependent on the
ability of its suppliers to deliver pre-paid cards on a timely basis. Qianbao’s suppliers may also pass on increases in
their cost of producing pre-paid phone and game cards, such as higher energy costs or higher raw material costs. If
Qianbao’s suppliers pass on those costs or cannot meet Qianbao’s needs for prepaid cards, Qianbao’s revenues and
profitability would be negatively affected. If we experience lower revenue and/or lower profitability, our stock price
may decline as investors may perceive weakness in our business.

5
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We may be unable to anticipate changes in consumer preferences for prepaid telephone cards or prepaid online video
game cards, which may result in decreased demand for our products and may negatively affect our revenues and our
operating results.

Our continued operation in the prepaid card market is in large part dependent on our ability to anticipate selling
prepaid cards that appeal to the changing tastes, spending habits and preferences of customers. If we are not able to
anticipate and identify new consumer trends and sell new products accordingly, demand for our products may decline
and our operating results may be adversely affected. In addition, we may incur significant costs relating to identifying
new consumer trends and marketing new products or expanding our existing product lines in reaction to what we
perceive to be a consumer preference or demand. Such development or marketing may not result in the level of market
acceptance, volume of sales or profitability anticipated. For example, we are seeking to offer for sale on our website
prepaid study cards, which allow the holder thereof to use online software that assists in the learning of various
subjects including Chinese, English and cooking. However, we cannot be sure that such a new product will be popular
with our current or potential customers, which would negatively affect our revenues.

If the market for prepaid telephone cards and/or the online video game markets in China does not grow as we expect,
our results of operations and financial condition may be adversely affected.

We believe that prepaid telephone cards, online video games and other prepaid products have strong growth potential
in China and, accordingly, we have continuously focused our efforts on selling these products. If the prepaid card and
online video game market in China does not grow as we expect, our business may be harmed, we may need to adjust

our growth strategy and our results of operation may be adversely affected.

The loss of senior management or key personnel or our inability to recruit additional personnel may harm our
business.

We are highly dependent on the senior management of Qianbao to manage our prepaid card and online video gaming
business and operations and our key marketing personnel for the identifying prepaid cards and Internet technologies to
expand our sales and enhance our existing products. In particular, we rely substantially on our chief operating officer,
Mr. Tao Fan, to manage Qianbao’s operations and our chief executive officer, Mr. Guo Fan, to manage our overall
operations and financing. We do not maintain key man life insurance on any of our senior management or key
personnel. The loss of any one of them, Mr. Tao Fan or Mr. Guo Fan, would have a material adverse effect on our
business and operations. Competition for senior management, marketing and technical personnel in China is intense
and the pool of suitable candidates is limited. We may be unable to locate a suitable replacement for any senior
management or key marketing or technical personnel that we lose. In addition, if any member of our senior
management or key marketing or technical personnel joins a competitor or forms a competing company, they may
compete with us for customers, suppliers and/or business partners and other key professionals and staff members of
our company. Although each of our senior management and key marketing and technical personnel has signed a
confidentiality and non-competition agreement in connection with their employment with us, we cannot assure you
that we will be able to successfully enforce these provisions in the event of a dispute between us and any member of
our senior management or key marketing and technical personnel.

We compete for qualified personnel with other prepaid telephone card and online video gaming companies, marketing
firms and software and Internet companies. Intense competition for these personnel could cause our compensation
costs to increase significantly, which could have a material adverse effect on our results of operations. Our future
success and ability to grow our business will depend in part on the continued service of these individuals and our
ability to identify, hire and retain additional qualified personnel. If we are unable to attract and retain qualified
employees, we may be unable to meet our business and financial goals.

12
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We may require additional financing in the future and our operations could be curtailed if we are unable to obtain
required additional financing when needed.

In the notes to our financial statements for the year ended December 31, 2006 and for the quarter ended June 30, 2007
both disclosed going concern issues. Additionally, our registered independent auditors have a going concern exception
to its audit report, dated March 27, 2007, regarding our financial statements for the 2006 fiscal year. Consequently, we
will need to obtain additional debt or equity financing to fund operations and to execute our business plan. Additional
equity may result in dilution to the holders of our outstanding shares of capital stock. Additional debt financing may
include conditions that would restrict our freedom to operate our business, such as conditions that:

‘limit our ability to pay dividends or require us to seek consent for the payment of
dividends;

13
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‘increase our vulnerability to general adverse economic and industry conditions;

‘require us to dedicate a portion of our cash flow from operations to payments on our
debt,

thereby reducing the availability of our cash flow to fund capital expenditures,
working

capital and other general corporate purposes; and

‘limit our flexibility in planning for, or reacting to, changes in our business and our
industry.

We cannot guarantee that we will be able to obtain any additional financing on terms that are acceptable to us, or at
all.

We derive all of our revenues from sales in China and any downturn in the Chinese economy could have a material
adverse effect on our business and financial condition.

All of our revenues are generated from sales in China. We anticipate that revenues from sales of our products in China
will continue to represent a substantial proportion of our total revenues in the near future. Any significant decline in
the condition of China economy could, among other things, adversely affect consumer buying power and discourage
consumption of our products, which in turn would have a material adverse effect on our revenues and profitability.

Our largest stockholder has significant influence over our management and affairs and could exercise this influence
against your best interests.

At October 15, 2007, Mr. Guo Fan, our Chairman, Chief Executive Officer and our largest stockholder, beneficially
owned approximately 24.7% of our outstanding shares of common stock, and our other executive officers and
directors collectively beneficially owned an additional 4.5% of our outstanding shares of common stock. As a result,
pursuant to our By-laws and applicable laws and regulations, our controlling shareholder and our other executive
officers and directors are able to exercise significant influence over our Company, including, but not limited to, any
stockholder approvals for the election of our directors and, indirectly, the selection of our senior management, the
amount of dividend payments, if any, our annual budget, increases or decreases in our share capital, new securities
issuance, mergers and acquisitions and any amendments to our By-laws. Furthermore, this concentration of ownership
may delay or prevent a change of control or discourage a potential acquirer from making a tender offer or otherwise
attempting to obtain control of us, which could decrease the market price of our shares.

If we fail to develop and maintain an effective system of internal controls, we may not be able to accurately report our
financial results or prevent fraud; as a result, current and potential shareholders could lose confidence in our
financial reports, which could harm our business and the trading price of our common stock.

Effective internal controls are necessary for us to provide reliable financial reports and effectively prevent fraud.
Section 404 of the Sarbanes-Oxley Act of 2002 requires us to evaluate and report on our internal controls over
financial reporting and have our independent registered public accounting firm annually attest to our evaluation, as
well as issue their own opinion on our internal controls over financial reporting, beginning with our Annual Report on
Form 10-KSB for the fiscal year ended December 31, 2008. We plan to prepare for compliance with Section 404 by
strengthening, assessing and testing our system of internal controls to provide the basis for our report. The process of
strengthening our internal controls and complying with Section 404 is expensive and time consuming, and requires
significant management attention. We cannot be certain that the measures we will undertake will ensure that we will
maintain adequate controls over our financial processes and reporting in the future. Furthermore, if we are able to
rapidly grow our business, the internal controls that we will need will become more complex, and significantly more

14
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resources will be required to ensure our internal controls remain effective. Failure to implement required controls, or
difficulties encountered in their implementation, could harm our operating results or cause us to fail to meet our
reporting obligations. If we or our auditors discover a material weakness in our internal controls, the disclosure of that
fact, even if the weakness is quickly remedied, could diminish investors’ confidence in our financial statements and
harm our stock price. In addition, non-compliance with Section 404 could subject us to a variety of administrative
sanctions, including the suspension of trading, ineligibility for listing on one of the Nasdaq Stock Markets or national
securities exchanges, and the inability of registered broker-dealers to make a market in our common stock, which
would further reduce our stock price.

Risks Relating To Conducting Business in China
Substantially all of our assets and operations are located in China, and substantially all of our revenue is sourced from
China. Accordingly, our results of operations and financial position are subject to a significant degree to economic,

political and legal developments in China, including the following risks:

7
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Changes in the political and economic policies of China government could have a material adverse effect on our
operations.

Our business operations may be adversely affected by the political and economic environment in China. China has
operated as a socialist state since 1949 and is controlled by the Communist Party of China. As such, the economy of
China differs from the economies of most developed countries in many respects, including, but not limited to:

structure . capital re-investment
government involvement . allocation of resources
level of development . control of foreign exchange
growth rate . rate of inflation

In recent years, however, the government has introduced measures aimed at creating a “socialist market economy” and
policies have been implemented to allow business enterprises greater autonomy in their operations. Nonetheless, a
substantial portion of productive assets in China is still owned by Chinese government. Changes in the political
leadership of China may have a significant affect on laws and policies related to the current economic reforms
program, other policies affecting business and the general political, economic and social environment in China,
including the introduction of measures to control inflation, changes in the rate or method of taxation, the imposition of
additional restrictions on currency conversion and remittances abroad, regulation of the Internet and foreign
investment. Moreover, economic reforms and growth in China have been more successful in certain provinces in
China than in others, and the continuation or increases of such disparities could affect the political or social stability in
China.

Although we believe the economic reform and the macroeconomic measures adopted by the Chinese government have
had a positive effect on the economic development in China, the future direction of these economic reforms is
uncertain and the uncertainty may decrease the attractiveness of our company as an investment, which may in turn
materially adversely affect the price at which our stock trades.

Social conditions in China could have a material adverse effect on our operations as the Chinese government
continues to exert substantial influence over the manner in which we must conduct our business activities.

China only recently has permitted provincial and local economic autonomy and private economic activities. The
Chinese government has exercised and continues to exercise substantial control over virtually every sector of the
Chinese economy through regulation and state ownership. Our ability to operate in China may be adversely affected
by changes in Chinese laws and regulations, including those relating to taxation, import and export tariffs, regulation
of the Internet, protection of intellectual property and other matters. We believe our operations in China are in
compliance, in all material respects, with all applicable legal and regulatory requirements. However, the central or
local governments may impose new, stricter regulations or interpretations of existing regulations that would require
additional expenditures and efforts on our part to ensure our compliance with such regulations or interpretations. If the
Chinese government or local municipalities limit our ability to market and sell our products in China or to finance and
operate our business in China, our business could be adversely affected.

Recent regulatory reforms in China may limit our ability as an offshore company controlled by the People’s Republic

of China residents to acquire additional companies or businesses in China, which could hinder our ability to expand
in China and adversely affect our long-term profitability.

16
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Our long-term business plan may include an acquisition strategy to increase the number or types of products we offer,
increase our Web site capabilities, strengthen our sources of supply or broaden our geographic reach. Recent Chinese
government regulations relating to acquisitions of Chinese companies by foreign entities controlled by Chinese
residents may limit our ability to acquire Chinese companies and adversely affect the implementation of our strategy
as well as our business and prospects.

On August 8, 2006, China Ministry of Commerce, the State Assets Supervision and Administration of Commerce, the
State Administration of Taxation, the State Administration of Industry and Commerce, the China Securities
Regulatory Commission and the State Administration of Foreign Exchange jointly promulgated a new rule entitled
“Provisions Regarding Mergers and Acquisitions of Domestic Enterprises by Foreign Investors” (the “M&A Rules”),
which became effective on September 8, 2006, relating to acquisitions by foreign investors of businesses and entities
in China. The M&A Rules provide the basic framework in China for the approval and registration of acquisitions of
domestic enterprises in China by foreign investors.

8
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In general, the M&A Rules provide that if an offshore company controlled by Chinese residents intends to acquire or
take control of a Chinese company, such acquisition or transaction will be subject to strict examination by the relevant
foreign exchange authorities. The M&A Rules also state that the approval of the relevant foreign exchange authorities
is required for any sale or transfer by China residents of a Chinese company’s assets or equity interests to foreign
entities, such as us, for equity interests or assets of the foreign entities.

The M&A Rules also stress the necessity of protecting national economic security in China in the context of foreign
acquisitions of domestic enterprises. Foreign investors must comply with comprehensive reporting requirements in
connection with acquisitions of domestic companies in key industrial sectors that may affect the security of the
“national economy” or in connection with acquisitions of domestic companies holding well-known trademarks or
traditional brands in China. Failure to comply with such reporting requirements that cause, or may cause, significant
impact on national economic security may be terminated by the relevant ministries or be subject to other measures as
are deemed necessary to mitigate any adverse impact.

Our business operations or future strategy could be adversely affected by the interpretations of the M&A Rules. For
example, if we decide to acquire a Chinese company, we cannot assure you that we or the owners of such company, as
the case may be, will be able to complete the necessary approvals, filings and registrations for the acquisition. This
may restrict our ability to implement our acquisition strategy and adversely affect our business and prospects.

Further movements in exchange rates may have a material adverse effect on our financial condition and results of
operations.

At present, almost all of our sales are denominated in Renminbi. Since 1994, the conversion of the Renminbi into
foreign currencies has been based on rates set by the People’s Bank of China, and the exchange rate for the conversion
of the Renminbi to U.S. dollars had generally been stable. However, starting from July 21, 2005, the Chinese
government moved the Renminbi to a managed floating exchange rate regime based on market supply and demand
with reference to a basket of currencies. As a result, the Renminbi is no longer directly pegged to the U.S. dollar. On
October 15, 2007, the exchange rate of the U.S. dollar against the Renminbi was RMB 7.51 per U.S. dollar. The
exchange rate may become volatile, the Renminbi may be revalued further against the U.S. dollar or other currencies
or the Renminbi may be permitted to enter into a full or limited free float, which may result in an appreciation or
depreciation in the value of the Renminbi against the U.S. dollar or other currencies, any of which could have a
material adverse effect on our financial condition and results of operations.

Governmental control of currency conversion may affect the ability of our company to obtain working capital from
our subsidiaries located in China and the value of your investment.

China’s government imposes controls on the convertibility of Renminbi into foreign currencies and, in certain cases,
the remittance of currency outside of China. We currently receive all of our revenues in Renminbi. Under our current
structure, our income is primarily derived from payments from Qianbao. Shortages in the availability of foreign
currency may restrict the ability of Qianbao to remit sufficient foreign currency to pay dividends or other payments to
us, or otherwise satisfy its foreign currency denominated obligations. Under existing Chinese foreign exchange
regulations, payments of current account items, including profit distributions, interest payments and expenditures from
trade-related transactions, can be made in foreign currencies without prior approval from China State Administration
of Foreign Exchange by complying with certain procedural requirements. However, approval from appropriate
government authorities is required in those cases in which Renminbi is to be converted into foreign currency and
remitted out of China to pay capital expenses, such as the repayment of bank loans denominated in foreign currencies.
China’s government also may at its discretion restrict access in the future to foreign currencies for current account
transactions. If the foreign exchange control system prevents us from obtaining sufficient foreign currency to satisfy
our currency demands, we may not be able to pay dividends in foreign currencies to our shareholders.
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Qianbao is subject to restrictions on making payments to us, which could adversely affect our cash flow and our
ability to pay the noteholders and dividends on our capital stock.

We are a company incorporated in the State of Nevada and do not have any assets or conduct any business operations
other than through our operating subsidiary in China. As a result, we will rely entirely on payments or dividends from
Qianbao for our cash flow to fund the payments pursuant to the secured convertible notes and our corporate overhead
and regulatory obligations. The Chinese government imposes controls on the conversion of Renminbi into foreign
currencies and the remittance of currencies out of China. As a result, we may experience difficulties in completing the
administrative procedures necessary to obtain and remit foreign currency. Further, if Qianbao incurs debt of its own,
the instruments governing such debt may restrict such subsidiary’s ability to make payments to us. If we are unable to
receive all of the funds we require for our operations from Qianbao, we may not have sufficient cash flow to fund our
indebtedness, corporate overhead and regulatory obligations in the United States. We may be unable to pay dividends
on our shares of capital stock.

Uncertainties with respect to the Chinese legal system could adversely affect our ability to enforce our legal rights.

We conduct our business primarily through Qianbao, our subsidiary in China. Our operations in China are governed
by Chinese laws and regulations. We are generally subject to laws and regulations applicable to foreign investments in
China and, in particular, laws applicable to wholly foreign-owned enterprises. China legal system is based on written
statutes. Prior court decisions may be cited for reference but have limited precedential value.

Since 1979, Chinese legislation and regulations have significantly enhanced the protections afforded to various forms
of foreign investments in China. However, China has not developed a fully-integrated legal system and
recently-enacted laws and regulations may not sufficiently cover all aspects of economic activities in China. In
particular, because these laws and regulations are relatively new, and because of the limited volume of published
decisions and their nonbinding nature, the interpretation and enforcement of these laws and regulations involve
uncertainties. In addition, China legal system is based in part on government policies and internal rules (some of
which are not published on a timely basis or at all) that may have a retroactive effect. As a result, we may not be
aware of our violation of these policies and rules until some time after the violation. The uncertainties regarding such
regulations and policies present risks that may affect our ability to achieve our business objectives. If we are unable to
enforce any legal rights we may have under our contracts or otherwise, our ability to compete with other companies in
our industry could be materially and adversely affected. In addition, any litigation in China may be protracted and
result in substantial costs and diversion of resources and management attention.

It may be difficult to effect service of process upon us or our directors or senior management who live in China or to
enforce any judgments obtained from non-Chinese courts.

Our operations are conducted and our assets are located within China. In addition, a majority of our directors and all
of our senior management personnel reside in China, where all of their assets are located. You may experience
difficulties in effecting service of process upon us, our directors or our senior management as it may not be possible to
effect such service of process outside China. In addition, China does not have treaties with the United States and many
other countries providing for reciprocal recognition and enforcement of court judgments. Therefore, recognition and
enforcement in China of judgments of a court in the United States or certain other jurisdictions may be difficult or
impossible.

Recent amendments to the corporate income tax law in China may increase the income taxes payable by our
operating subsidiary located in China, which could adversely affect our profitability.

On March 16, 2007, the National People’s Congress of China adopted a new corporate income tax law in its fifth
plenary session. The new corporate income tax law unifies the application scope, tax rate, tax deduction and
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preferential policy for both domestic and foreign-invested enterprises. The new corporate income tax law will be
effective on January 1, 2008. According to the new corporate income tax law, the applicable income tax rate for our
operating subsidiary is subject to change. As the implementation detail has not yet been announced, we cannot be sure
of the potential impact of such new corporate income tax law on our financial position or operating results.

10
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Risk Relating to an Investment in Our Securities

Our common stock is thinly traded and you may be unable to sell at or near “ask” prices or at all if you need to sell
your shares to raise money or otherwise desire to liquidate your shares.

We cannot predict the extent to which an active public market for our common stock will develop or be sustained.
However, we do not rule out the possibility of applying for listing on the Nasdaq Global Market or other exchanges.
Our common stock has historically been sporadically or “thinly-traded” on the “Over-the-Counter Bulletin Board,”
meaning that the number of persons interested in purchasing our common stock at or near bid prices at any given time
may be relatively small or nonexistent. This situation is attributable to a number of factors, including the fact that we
are a small company which is relatively unknown to stock analysts, stock brokers, institutional investors and others in
the investment community that generate or influence sales volume, and that even if we came to the attention of such
persons, they tend to be risk-adverse and would be reluctant to follow an unproven company such as ours or purchase
or recommend the purchase of our shares until such time as we become more seasoned and viable. As a consequence
of this lack of liquidity, the trading of relatively small quantities of shares by our stockholders may disproportionately
influence the price of our common stock in either direction. The price for our shares could, for example, decline
precipitously in the event a large number of shares of our common stock is sold on the market without commensurate
demand, as compared to a seasoned issuer that could better absorb those sales without adverse impact on its share
price. We cannot give you any assurance that a broader or more active public trading market for our common stock
will develop or be sustained.

The market price for our stock may be volatile and subject to wide fluctuations, which may adversely affect the price
at which you can sell our shares.

The market price for our stock may be volatile and subject to wide fluctuations in response to factors including the
following:

-actual or anticipated fluctuations in our quarterly operations results;
‘changes in financial estimates by securities research analysts;

‘changes in the economic performance or market valuations of other Internet
companies offering prepaid telephone cards and/or online video games;

‘announcements by us or our competitors of new products, acquisitions, strategic
partnerships, joint ventures or capital commitments;

-addition or departure of key personnel;

‘fluctuations of exchange rates between the Renminbi and the U.S. dollar;

‘intellectual property litigation; and

‘general economic or political conditions in China.
In addition, the securities market has from time to time experienced significant price and volume fluctuations that are
not related to the operating performance of particular companies. These market fluctuations may also materially and

adversely affect the market price of our stock.

Future sales of shares of our common stock may decrease the price for such shares.
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On October 4, 2007, we issued 14,000,000 shares of our common stock upon the conversion of 5,000,000 shares of
Series A Convertible Preferred Stock. Although we are not registering those shares for resale, commencing on
October 4, 2008, these shares will become eligible for sale on the Over-the-Counter Bulletin Board, under Rule 144
promulgated under the Securities Act of 1933. In addition, we are registering for resale under this prospectus, up to
7,929,500 shares of common stock, which may be sold at any time. We are also required to register for resale
additional shares of our common stock or shares that are issuable upon exercise of warrants issued to the selling
security holders. Once such shares are registered, they can be freely sold in the public market. If any of our
stockholders either individually or in the aggregate cause a large number of securities to be sold in the public market,
or if the market perceives that these holders intend to sell a large number of securities, such sales or anticipated sales
could result in a substantial reduction in the trading price of shares of our common stock and could also impede our
ability to raise future capital.

11
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Our common shares are subject to the "Penny Stock” Rules of the SEC and the trading market in our securities is
limited, which makes transactions in our stock cumbersome and may reduce the value of an investment in our stock.

The Securities and Exchange Commission has adopted Rule 15g-9 which establishes the definition of a "penny stock,"
for the purposes relevant to us, as any equity security that has a market price of less than $5.00 per share or with an
exercise price of less than $5.00 per share, subject to certain exceptions. For any transaction involving a penny stock,
unless exempt, the rules require:

that a broker or dealer approve a person's account for transactions in penny stocks; and

‘the broker or dealer receive from the investor a written agreement to the transaction, setting forth the identity and
quantity of the penny stock to be purchased.

In order to approve a person's account for transactions in penny stocks, the broker or dealer must:
obtain financial information and investment experience objectives of the person; and

‘make a reasonable determination that the transactions in penny stocks are suitable for that person and the person has
sufficient knowledge and experience in financial matters to be capable of evaluating the risks of transactions in penny
stocks.

The broker or dealer must also deliver, prior to any transaction in a penny stock, a disclosure schedule prescribed by
the Commission relating to the penny stock market, which, in highlight form:

sets forth the basis on which the broker or dealer made the suitability determination; and
that the broker or dealer received a signed, written agreement from the investor prior to the transaction.

Generally, brokers may be less willing to execute transactions in securities subject to the "penny stock" rules. This
may make it more difficult for investors to dispose of our Common shares and cause a decline in the market value of
our stock.

Disclosure also has to be made about the risks of investing in penny stocks in both public offerings and in secondary
trading and about the commissions payable to both the broker-dealer and the registered representative, current
quotations for the securities and the rights and remedies available to an investor in cases of fraud in penny stock
transactions. Finally, monthly statements have to be sent disclosing recent price information for the penny stock held
in the account and information on the limited market in penny stocks. Accordingly, all of the foregoing reduces the
ability of a shareholder to sell our shares which may reduce the market price of our stock.

State securities laws may limit secondary trading, which may restrict the states in which and conditions under which
you can sell the shares offered by this prospectus.

Secondary trading in common stock sold in this offering will not be possible in any state until the common stock is
qualified for sale under the applicable securities laws of the state or there is confirmation that an exemption, such as
listing in certain recognized securities manuals, is available for secondary trading in the state. If we fail to register or
qualify, or to obtain or verify an exemption for the secondary trading of, the common stock in any particular state, the
common stock could not be offered or sold to, or purchased by, a resident of that state. In the event that a significant
number of states refuse to permit secondary trading in our common stock, the liquidity for the common stock could be
significantly impacted thus causing you to realize a loss on your investment.
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Because we do not intend to pay any cash dividends on our common stock, our stockholders will not be able to receive
a return on their shares unless they sell them.

We intend to retain any future earnings to finance the development and expansion of our business. We do not
anticipate paying any cash dividends on our common stock in the foreseeable future. Unless we pay dividends, our
stockholders will not be able to receive a return on their shares unless they sell them. There is no assurance that
stockholders will be able to sell shares when desired.

12
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USE OF PROCEEDS

We will not receive any proceeds from the disposition of the shares of common stock by the selling security holders or
their transferees.

SELLING SECURITY HOLDERS

We are registering the following shares of our common stock that (i) may be issued pursuant to secured convertible
promissory notes that were issued by us in connection with a private placement that closed in September 2007; (ii)
may be issued pursuant to secured promissory notes that will be issued to the selling security holders indicated below
within 5 business days after the Registration Statement containing this prospectus is declared effective by the
Securities and Exchange Commission; and (iii) were transferred to the persons indicated below from a certain
consultant engaged by us. Beneficial ownership is determined in accordance with Rule 13d-3(d) promulgated by the
Commission under the Securities Exchange Act of 1934. Unless otherwise noted, each person or group identified
possesses sole voting and investment power with respect to the shares, subject to community property laws where
applicable. Each of the selling security holders (i) purchased the securities covered by this prospectus in the ordinary
course of business, and (ii) at the time of purchase of such securities, the selling security holder had no agreement or
understanding, directly or indirectly, with any person to distribute such securities. Other than the costs of preparing
this prospectus and a registration fee to the SEC, we are not paying any costs relating to the sales by the selling
security holders. None of the selling security holders is a registered broker-dealer or an affiliate of a registered
broker-dealer.

Common Stock Shares of Common Common Stock
Beneficially Stock Being Beneficially  Percent
Owned Offered in the Owned After After

Selling Security Holder Before Offering Offering Offering Offering
Alpha Capital Anstalt 3,003,000(1)(2) 1,751,750(3) 1,251,250 3.91%
Pradafant 7
9490 Furstentums
Vaduz, Lichtenstein
Whalehaven Capital Fund 3,003,000(1)(3) 1,751,750(3) 1,251,250 3.91%
Limited
c/o FWS Capital Ltd.
3rd Floor, 14 Par-Laville
Road
Hamilton, Bermuda HMO08
Osher Capital Partners LLC 924,000(1)(4) 539,000(3) 385,000 1.23%
5 Sansberry Lane
Spring Valley, NY 10977
Eliezer Oppenheimer 1,333,334(5)(6) 1,333,334 —0— 0
12/3 Zoltist
Jerusalem, Israel
Natan Birnack 1,220,333(6) 1,220,333 —0— 0

28 Mizrahi St.
Jerusalem, Israel
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Yehezkel Klohr 1,333,333(6) 1,333,333 —0— %

13

Sadigura St.

Jerusalem, Israel

* Less than 1.0%

(1)Includes shares of common stock that are issuable to the selling security holders following the conversion of

13

interest and/or principal of secured convertible promissory notes held by the selling security holders, and that were
purchased in the private placement that closed in September 2007, and the secured convertible promissory notes to
be issued to the selling security holders on the second closing of the private placement, scheduled to occur on the 5
business day after the registration statement containing this prospectus is declared effective by the Securities and
Exchange Commission, or our payment of the interest and/or principal of the secured convertible promissory notes
held by the selling security holder with shares of our common stock and shares of common stock issuable upon the
exercise of warrants issued in the private placement that closed in September 2007.
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(2) The shares beneficially owned by Alpha Capital Anstalt (“Alpha Capital”) before the offering include (a) 500,500
shares of common stock issuable to Alpha Capital pursuant to the conversion of interest and/or principal of secured
convertible promissory notes held by Alpha Capital or our payment of the interest and/or principal of the secured
convertible promissory notes held by Alpha Capital; (b) warrants exercisable to purchase 1,001,000 shares of
common stock; Also included are shares of common stock issuable to Alpha Capital pursuant to notes and warrants
that will be issued to Alpha Capital at a second closing for the September 2007 private placement. This second
closing is required to occur within five business days after the registration statement containing this prospectus is
declared effective by the SEC. At this second closing, Alpha Capital will purchase (a) secured convertible
promissory notes convertible into 500,500 shares of common stock and (b) warrants exercisable to purchase
1,001,000 shares of common stock. Konrad Ackerman is a director of Alpha Capital and has the voting and
investment power of the shares of our Common stock owned by Alpha Capital.

3) The shares being offered by the selling security holder is equal to 175% of the shares issued and issuable
upon conversion of the secured convertible promissory notes held by the selling security holder.

(4) The shares beneficially owned by Whalehaven Capital Fund Limited (“Whalehaven”) before the offering includes (a)
500,500 shares of common stock issuable to Whalehave pursuant to the conversion of interest and/or principal of
secured convertible promissory notes held by Whalehaven or our payment of the interest and/or principal of the
secured convertible promissory notes held by Whalehaven; (b) warrants exercisable to purchase 1,001,000 shares
of common stock; Also included are shares of common stock issuable to Whalehaven pursuant to notes and
warrants that will be issued to Whalehaven at a second closing for the September 2007 private placement. This
second closing is required to occur within five business days after the registration statement containing this
prospectus is declared effective by the SEC. At this second closing, Whalehaven will purchase (a) secured
convertible promissory notes convertible into 500,500 shares of common stock and (b) warrants exercisable to
purchase 1,001,000 shares of common stock. Brian Mazella is the President of Whalehaven and has the voting and
investment power of the shares of our Common stock owned by Whalehaven.

(5) The shares beneficially owned by Osher Capital Partners LLC (the “Osher”) before the offering includes (a) 154,000
shares of common stock issuable to Osher pursuant to the conversion of interest and/or principal of secured
convertible promissory notes held by Osher or our payment of the interest and/or principal of the secured
convertible promissory notes held by Osher; (b) warrants exercisable to purchase 308,000 shares of common stock;
Also included are shares of common stock issuable to Osher pursuant to notes and warrants that will be issued to
Osher at a second closing for the September 2007 private placement. This second closing is required to occur
within five business days after the registration statement containing this prospectus is declared effective by the
SEC. At this second closing, Osher will purchase (a) secured convertible promissory notes convertible into 154,000
shares of common stock and (b) warrants exercisable to purchase 308,000 shares of common stock. Yisroel Kluger
is the President of Osher and has the voting and investment power of the shares of our Common stock owned by
Osher.

(6)Mr. Oppenheimer is subject to a lock-up agreement with pursuant to which he agreed not to sell any shares of our
common stock prior to 365 calendar days after the registration statement which contains this prospectus has been
declared effective, or until the secured convertible promissory notes are no longer outstanding.

(7)The selling security holder received the shares from TVH Limited, a consultant, who received an aggregate of
6,666,666 shares from us in consideration for services provided.

PLAN OF DISTRIBUTION

The selling security holders, which as used herein includes donees, pledgees, transferees, or other
successors-in-interest selling shares of common stock or interests in shares of common stock received after the date of
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this prospectus from a selling security holder as a gift, pledge, partnership distribution, or other transfer, may, from
time to time, sell, transfer, or otherwise dispose of any or all of their shares of common stock or interests in shares of
common stock on any stock exchange, market, or trading facility on which the shares are traded or in private
transactions. These dispositions may be at fixed prices, at prevailing market prices at the time of sale, at prices related
to the prevailing market price, at varying prices determined at the time of sale, or at negotiated prices.

14
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If any of the selling security holders would be identified as a registered broker-dealer in the selling security holders
table above is an “underwriter” within the meaning of Section 2(11) of the Securities Act of 1933 in connection with the
resale of our securities under this prospectus. Any commissions received by such selling security holders and any

profit on the resale of the shares of our common stock (including the shares of common stock issuable upon the

exercise of the warrants) sold by such security holders while acting as principals will be deemed to be underwriting
discounts or commissions. Because it is deemed to be an underwriter within the meaning of Section 2(11) of the
Securities Act of 1933, the selling security holders that are identified as a registered broker-dealer in the selling

security holders table will be subject to prospectus deliver requirements under the Securities Act.

The selling security holders may use any one or more of the following methods when disposing of shares or interests
therein:

ordinary brokerage transactions and transactions in which the broker-dealer solicits purchasers;

-block trades in which the broker-dealer will attempt to sell the shares as agent, but may position and resell a portion
of the block as principal to facilitate the transaction;

purchases by a broker-dealer as principal and resale by the broker-dealer for its account;
an exchange distribution in accordance with the rules of the applicable exchange;
privately negotiated transactions;
short sales;

-through the writing or settlement of options or other hedging transactions, whether through an options exchange or
otherwise;

-broker-dealers may agree with the selling security holders to sell a specified number of such shares at a stipulated
price per share;

a combination of any such methods of sale; and
any other method permitted pursuant to applicable law.

The selling security holders may, from time to time, pledge or grant a security interest in some or all of the shares of
common stock owned by them and, if they default in the performance of their secured obligations, the pledgees or
secured parties may offer and sell the shares of common stock, from time to time, under this prospectus, or under an
amendment to this prospectus under Rule 424(b)(3) or other applicable provision of the Securities Act amending the
list of selling security holders to include the pledgee, transferee or other successors in interest as selling security
holders under this prospectus. The selling security holders also may transfer the shares of common stock in other
circumstances, in which case the transferees, pledgees, or other successors in interest will be the selling beneficial
owners for purposes of this prospectus.

In connection with the sale of our common stock or interests therein, the selling security holders may enter into
hedging transactions with broker-dealers or other financial institutions, which may in turn engage in short sales of the
common stock in the course of hedging the positions they assume. The selling security holders may also sell shares of
our common stock short and deliver these securities to close out their short positions, or loan or pledge the common
stock to broker-dealers that in turn may sell these securities. The selling security holders may also enter into option or
other transactions with broker-dealers or other financial institutions or the creation of one or more derivative securities
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that require the delivery to such broker-dealer or other financial institution of shares offered by this prospectus, which
shares such broker-dealer or other financial institution may resell pursuant to this prospectus (as supplemented or
amended to reflect such transaction).

The aggregate proceeds to the selling security holders from the sale of the common stock offered by them will be the
purchase price of the common stock less discounts or commissions, if any. Each of the selling security holders
reserves the right to accept and, together with their agents from time to time, to reject, in whole or in part, any
proposed purchase of common stock to be made directly or through agents. We will not receive any of the proceeds
from this offering. Upon any exercise of the warrants by payment of cash, however, we will receive the exercise price
of the warrants.
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The selling security holders also may resell all or a portion of the shares in open market transactions in reliance upon
Rule 144 under the Securities Act of 1933, provided that they meet the criteria and conform to the requirements of that
rule.

The selling security holders and any underwriters, broker-dealers, or agents that participate in the sale of the common
stock or interests therein may be “underwriters” within the meaning of Section 2(11) of the Securities Act. Any
discounts, commissions, concessions, or profit they earn on any resale of the shares may be underwriting discounts
and commissions under the Securities Act. Selling security holders who are “underwriters” within the meaning of
Section 2(11) of the Securities Act will be subject to the prospectus delivery requirements of the Securities Act.

To the extent required, the shares of our common stock to be sold, the names of the selling security holders, the
respective purchase prices and public offering prices, the names of any agents, dealer or underwriter, any applicable
commissions or discounts with respect to a particular offer will be set forth in an accompanying prospectus
supplement or, if appropriate, a post-effective amendment to the registration statement that includes this prospectus.

In order to comply with the securities laws of some states, if applicable, the common stock may be sold in these
jurisdictions only through registered or licensed brokers or dealers. In addition, in some states the common stock may
not be sold unless it has been registered or qualified for sale or an exemption from registration or qualification
requirements is available and is complied with.

We have advised the selling security holders that the anti-manipulation rules of Regulation M under the Exchange Act
may apply to sales of shares in the market and to the activities of the selling security holders and their affiliates. In
addition, we will make copies of this prospectus (as it may be supplemented or amended from time to time) available
to the selling security holders for the purpose of satisfying the prospectus delivery requirements of the Securities Act.
The selling security holders may indemnify any broker-dealer that participates in transactions involving the sale of the
shares against certain liabilities, including liabilities arising under the Securities Act.

We have agreed to indemnify the selling security holders who are the noteholders against liabilities, including
liabilities under the Securities Act and state securities laws, relating to the registration of the shares offered by this
prospectus.

We have agreed with the selling security holders who are the noteholders to keep the registration statement of which
this prospectus constitutes a part effective until the earlier of (1) such time as all of the shares covered by this
prospectus have been disposed of pursuant to and in accordance with the registration statement or (2) the date on
which the shares may be sold pursuant to Rule 144(k) of the Securities Act.

Penny Stock Regulations

You should note that our stock is a penny stock. The Securities and Exchange Commission has adopted Rule 15g-9,
which generally defines “penny stock” to be any equity security that has a market price (as defined) less than $5.00 per
share or an exercise price of less than $5.00 per share, subject to certain exceptions. Our securities are covered by the
penny-stock rules, which impose additional sales-practice requirements on broker-dealers that sell to persons other
than established customers and “accredited investors.” The term “accredited investor” refers generally to institutions with
assets in excess of $5,000,000 or individuals with a net worth in excess of $1,000,000 or annual income exceeding
$200,000 or $300,000 jointly with their spouse. The penny-stock rules require a broker-dealer, prior to a transaction in
a penny stock not otherwise exempt from the rules, to deliver a standardized-risk disclosure document in a form
prepared by the SEC that provides information about penny stocks and the nature and level of risks in the penny-stock
market. The broker-dealer also must provide the customer with current bid and offer quotations for the penny stock,
the compensation of the broker-dealer and its salesperson in the transaction and monthly account statements showing
the market value of each penny stock held in the customer’s account. The bid and offer quotations, and the
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broker-dealer and salesperson compensation information, must be given to the customer orally or in writing prior to
effecting the transaction and must be given to the customer in writing before or with the customer’s confirmation. In
addition, the penny-stock rules require that, prior to a transaction in a penny stock not otherwise exempt from these
rules, the broker-dealer must make a special written determination that the penny stock is a suitable investment for the
purchaser and receive the purchaser’s written agreement to the transaction. These disclosure requirements may have
the effect of reducing the level of trading activity in the secondary market for the stock that is subject to these
penny-stock rules. Consequently, these penny-stock rules may affect the ability of broker-dealers to trade our
securities. We believe that the penny-stock rules discourage investor interest in and limit the marketability of our
common stock.
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Blue Sky Restrictions on Resale

If a selling security holder wants to sell shares of our common stock under this prospectus in the United States, the
selling security holders will also need to comply with state securities laws, also known as “Blue Sky laws,” with regard
to secondary sales. All states offer a variety of exemption from registration for secondary sales. Many states, for
example, have an exemption for secondary trading of securities registered under Section 12(g) of the Securities
Exchange Act of 1934 or for securities of issuers that publish continuous disclosure of financial and non-financial
information in a recognized securities manual, such as Standard & Poor’s. The broker for a selling security holder will
be able to advise a selling security holder as to which states our common stock is exempt from registration with that
state for secondary sales.

Any person who purchases shares of our common stock from a selling security holder under this prospectus who then
wants to sell such shares will also have to comply with Blue Sky laws regarding secondary sales.

LEGAL P