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Item 3.02 Unregistered Sales of Equity Securities

During the period October 1, 2005 through November 25, 2005, the Company issued a
total of 9,895,009 shares of its restricted common stock at prices ranging from $0.20 to $0.31 per
share through private placement offerings in reliance upon the exemption from registration
contained in Rule 506 of Regulation D. These shares represent approximately 7.4% of the
134,422,136 shares of the Company’s common stock that were outstanding as of September 30,
2005 and were issued for the following consideration: 4,325,750 shares for cash of $908,000;
250,250 shares in payment of accrued finders’ compensation on the sale of common stock of
$50,000; 5,004,009 shares in payment of a put option liability of $1,560,000; 5,000 shares in
payment of a customer refund of $1,000; 300,000 shares for the retirement of debt of $60,000;
and 10,000 shares in payment of consulting services of $2,000. In addition, cash finders’
compensation and accrued finders’ compensation on the sale of common stock totaled $26,000
and $28,000, respectively, during this period. The Company did not use underwriters in the sale
or placement of these unregistered shares of common stock.

A stockholder exercised the option to put 750,000 shares of the Company’s common
stock at a price of $2.08 per share, or a total of $1,560,000. The stockholder agreed to accept
5,004,009 shares of restricted common stock of the Company at $0.31 per share in payment of the
put option liability.
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