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Ellenoff Grossman & Schole LLP is a New York-based law firm with over 35 professionals offering
its clients legal services in a broad range of business related matters. The Firm specializes in many
areas of commercial law: Corporate, Securities, Broker-Dealer Regulations, Hedge Funds, Real
Estate, Litigation, Tax and Estate Planning. The philosophy of the Firm is to provide the highest
quality legal advice and counsel, dedicating consistent, personalized attention to each client at a
reasonable price.

The Firm has over 20 securities professionals specializing in a range of activities, including:
» PIPEs
»  Public Offerings (IPOs and Secondaries) — Including SPACs
»  Mergers and Acquisitions
»  Exchange Act reporting (Form 10-Ks, 10-Qs and Proxies)
»  FINRA (formerly NASD), AMEX, NASDAQ and OTC compliance
»  Broker-dealer regulations
»  Rule 144 transactions
»  Section 16 compliance
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Pink Sheets — An Electronic
Interdealer Trading System

Superior technology and software systems facilitate transparency and liquidity in
OTC securities through electronic quotation and trading services.

In the first quarter of 2006 almost $25 billion of securities traded.

Almost 200 market makers with an average of 7 competing market makers per
security.

Breadth and depth of securities quoted on the Pink Sheets ensures all broker-dealers
have access.

Largest financial services firms are Market Makers such as UBS, NITE, ETRD, CITI.
Execution response time of our electronic trade negotiation system < 15 seconds.

Approximately 90% of interdealer OTCBB trading utilize the Pink Sheets
infrastructure.

As a non-exclusive securities information processor is not required to register with
the SEC.



Market Statistics

July 2006

NYSE 3,654 35,952,003,055 | $1,306,031,000,000
Nasdaq 3,398 29,057,289,811 $635,837,384,680'
Bulletin 3,304 37,091,296,237 $2,794,045,583

Board

Pink Sheets 4,741 88,081,319,065 $9,156,547,876

'Value trades based on average daily volume per www.nasdaqtrader.com



Top 20 Pink Sheet Dollar Volume - July 2006

Symbol Issue Dollar Volume
MERQ MERCURY INTERACTIVE CORP 4,447,500,670.0600
LUKOY LUKOIL HOLDING CO SP/ADR 487,730,436.7300
HINKY HEINEKEN NV ADR 236,679,934.9300
NSRGY NESTLE S.A SPONS ADR 216,004,113.0400
KEGS KEY ENERGY SERVICES INC 163,964,867.4700
RHHBY ROCHE HOLDING LTD ADR 148,315,369.2000
SGTZY SURGUTNEFTEGAZ SPON ADR 147,326,136.5500
NTDOY NINTENDO CO LTD ADR 138,954,796.4500
MNCP MOTIENT CORP 131,113,200.3400
BNPQY BNP PARIBAS SPONS ADR 111,796,599.3000
NILSY JSC MMC NRLSK NICKL S/ADR 106,661,403.6000
SNRR SUNTERRA CORP 99,205,688.6800
ICOHA ICO GLOBAL COMMUNS DEL A 95,048,145.9150
DPHIQ DELPHI CORP 72,915,705.6600
VTSS VITESSE SEMICONDUCTR CORP 70,637,751.1800
FGSKY FORENINGS SPRBKN AB S/ADR 67,914,906.3000
TSCDY TESCO PLC SPN/ADR 66,566,320.1490
SMEFJY SUMITOMO MITSUI FINCL GRP 62,457,854.7400
NCMGY NEWCREST MINING LTD S/ADR 59,562,803.7400
WMMVY WAL-MART DE MEX V SP/ADR 55,592,285.2708




Market Participants

Pink Sheets and OTCQX have 500+ eligible

market makers and broker-dealers
including the world’s largest financial firms
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http://www.jpmorgan.com/pages/jpmorgan
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http://www.knight.com/index.asp
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http://www.citigroup.com/citigroup/homepage/index.htm

AL e

8.
9.

Top Market Makers
by Trade Volume

Knight Equity Markets, LP

UBS Securities, LLC

E*Trade Capital Markets LLC

Citigroup Global Markets Inc.

Hudson Securities, Inc.

Pershing Trading Company (owned by Bank of New
York)

Hill Thompson Magid & Co. (owned by RBC Dain
Bosworth)

Jetteries & Co., Inc.

Natexis Bleichroeder Inc.

10. Domestic Securities, Inc.

Providing the piping that connects OTC market liqguidity



Power of the Pink Sheets
rading and Quotation Platform

The Electronic Interdealer Quotation and Trading System

Brokers

On-line Full Service Brokers Institutional
Ameritrade, E*Trade, Scottrade UBS, Merrill Lynch, Citibank lefferies, Goldman Sachs

Market Makers

Wholesalers Internal Market Makers Boutiques
Knight, Hill Thompson, Hudson UBS, Goldman Sachs, Citibank Carr, Robotti, Shemano

Own Services Trading Systems
Sungard Brass,
Bloomberg OMS,
www.otcgquote.com Royal Blue, B

Pink Sheets Dealer In

Systems

o

Market Dat Quotes Orders/Trades Drop C
arket Lata Electronic Quotation System Pink Link opLopy
Sources b Services

Bloomberg, NASDAQ's ACT
Reuters, Thomson/ILX, Market Markers OMS
Comstock, etc 3rd party Vendors




Pink Sheets
Corporate Services Network

Comprehensive product and service offerings for
broker/dealers, issuers and investors

Reuters, Bloomberg and OTC Dealer OTCoauote.com
Online Brokers i : : q -
Electronic Quotation and Trading - -
. . : Provides real-time data
Provide market data to their customers, =~ Workstation for Market Makers and
access to quotes in 4,800 Broker-dealers
exclusive OTC securities
OTC Market Report
OTC Research Service Pink Link Weekly report providing
Database compiling historical electronic order negotiation and market performance summary
stock/bond prices and corporate executions for straight through by stock including detailed price
actions for any security trading processing and increased trader and market maker information
on the Exchanges efficiency
or Pink Sheets

REUTERS
AMERITRADE A E¥TRADE Scottrade

FINANCIAL" More broker for your money.



http://today.reuters.com/news/default.aspx
http://www.bloomberg.com/index.html

What a Listing Should Offer

e A trading venue that is easily accessible

* Disclosure of credible investor information
* Procedures to reduce the risk of fraud

* Increased visibility with investors

* Enhanced capital raising opportunities

e Ability to use a company’s securities as currency
for mergers and acquisitions

Listing is a designation that a company is
worthy of investor consideration



Models From World Markets

U.S. Exchanges and regulators - rules and regulations that can be overly
burdensome or inappropriate for small issuers.

London Stock Exchange’s AIM market - a NOMAD providing professional
advice to the issuer and warranting the appropriateness of the issuer to the
market.

TSX Venture market — officer and director disclosure and background
review to weed out persons of questionable associations.

OTCQX —not burdened by exchange rules or registration, OTCQX takes a
mix of the above to give investors the information they need in the most
cost efficient manner for issuers.

OTCQX establishes principals, but out sources the
listing process to regulated professionals who can efficiently
provide value added services to issuers



Enter OTCQX

OTCQX is designed to give many of the benefits of a
traditional U.S. exchange listing without the associated
costs and burdens. OTCQX is a premium listing service

to separate out and identify for investors the top tier of
OTC traded issues.

OTCQX:

— Is built upon a highly visible and transparent trading venue.

— Integrates with both federal and state securities laws without the
requirement of SEC registration.

— Provides U.S. investors with easy access to issuer information.
— Associates a company with an investment bank or attorney sponsor.

OTCQX is a distinctly separate tier from the Pink Sheets Jor operating
companies with reputable management that provide credible disclosure.



OTCQOX Highlights

New premium listing service offered by Pink Sheets, LLC that provides a gateway to U.S.
investor liquidity.

Highlights the best companies trading over-the-counter (OTC).

Innovative trading, quotation and disclosure venue for OTC securities in the United States.

Designed to meet the needs of smaller public companies and foreign stock exchange-listed
companies in a post-Sarbanes-Oxley environment.

Promotes companies with strong operating models that provide ongoing disclosure to the
marketplace.

Raises the quality and credibility of disclosure to investors.
Carefully crafted to control compliance costs and management burdens.
Comprehensive suite of investor relations and information services.

Market maker and broker-dealer participation from 500+ firms.



Why OTCQX Disclosure Matters

OTCQX is designed to be a distinctly separate tier for operating companies
with reputable management that provide credible disclosure.

GAAP Audits are a good start, but not enough.

Investors need to know management’s history, holdings and related party
transactions.

A clear but simple business description with material agreements disclosed.
Share issuance and dilutive activities must be disclosed.

OTCQX is a template to convey management’s commitment to providing
investors with adequate current information in a cost-effective manner.

The goal is make investment risk rather than fraud risk the primary risk for
investors



America’s New Venue for
Superior OTC Traded
Companies

OTCQX’s tiered structure highlights the best companies trading OTC.

For US Issuers PremierQX
DAD Review Process P ri m eQX

For non-US Issuers
International OTCQX Visa Program International Prem ierQX
International PrimeQX

Issuers must meet specified listing criteria to qualitfy.

Focused on strong operating companies -- no shells, blank checks,
development stage or companies in bankruptcy.

Designed to identify the higher quality issuers from the 8,000+ securities
quoted on the Pink Sheets and OTCBB.



Benefits for Domestic
Non-SEC Reporting Companies

Disclosure designed for the needs of smaller companies — U.S. GAAP audit
without onerous Sec. 404 requirements.

DAD role provides custom tailored advice to create adequate disclosure for
investors while not overly burdening management with multiple rules and
regulations.

Listing on the premier OTC trading venue in the U.S. provides better
visibility to the marketplace.

Increased access to equity capital and financing.

Enhanced reputation with investors, customers and suppliers.
Stronger shareholder base.

Distinctly separate from other Pink Sheets traded companies.



Benefits for OTCBB or
SEC Registered Companies

Only the top 25% of OTCBB quoted companies could quality for OTCQX.

Designed to separate the legitimate businesses from the distressed or
questionable.

Companies must have operating businesses (no shells, nominal businesses
or bankruptcies) unlike OTCBB where the majority of companies have
nominal operations and/or assets.

Review of SEC disclosure by reputable DAD increases investor confidence.

Broker-dealer DAD will provide advice on equity fundraising and investor
outreach.

SEC registration gives access to cheaper public financing.

SEC reporting companies will be clearly identified with a special
designation.



Benefits for
Foreign Companies

Gateway to U.S. market liquidity.

Respectful of home country disclosure requirements — no duplication of
primary listing process.

Ability to provide 12g3-2(b) disclosure in English to U.S. investors.
Protection from SEC registration requirements.

Provide share ownership to US customers, employees and investors.

US trading increases home market liquidity and financing opportunities.

Reduce the valuation gap between a U.S. and a non-U.S. Listing.



The OTCQX Tiers

Showcasing the Best
OTC Investment Opportunities

PremierQX>M
PrimeQX>M



PremierQX
Eligibility Requirements

premierQ <

For companies that are of the size and quality to list on a National Stock
Exchange. The highest tier requires:

A minimum bid price of $1;
Meets financial qualifications of a national stock exchange;

100 round-lot beneficial shareholders (not of record);
Holds annual shareholders” meetings; and

Meets all of the requirements of the PrimeQX tier.
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PrimeQX
Eligibility Requirements
primeQ;<{

Operating companies with audited financials;

Appointed Designated Advisor for Disclosure (DAD);

Management disclosure and annual management certification;
Ongoing quarterly and annual financial reports posted on OTCQX.com;
Interim material event disclosure;

Annual U.S. GAAP-compliant audit;

50 round-lot beneficial shareholders;

Inclusion in the S&P or Mergent Manuals for Blue Sky compliance so
brokers can sell the security in a minimum of 37 states; and

Letter from issuer's attorne listiniladditional Blue Sky eligible states such
as AL, CA, IL, KY, LA, NY, PA, TN, VA and WI that do not allow the
manual exemption.



International
OTCQX Visa Program
— Streamlined admission process.

— Reserved for companies listed on a qualified foreign
stock exchange.

— No need to duplicate the primary listing process.
— Home country disclosure made available in English.

— Appointment of Proposing Advisor for Listing (PAL)
for initial admission.



International PremierQX
Eligibility Requirements

IIIIIIIIIIIII

Identifies the largest of the international exchange-listed
issuers. Eligibility for the highest tier requires:

v' Ability to meet the financial requirements of the New
York Stock Exchange’s Worldwide Listing Standards;
and

v' Meets all of the requirements of International PrimeQX.



AN NERN

International PrimeQX
Eligibility Requirements

primeQ{

Listed on a Qualifying Foreign Stock Exchange;
Appointed Proposing Advisor for Listing (PAL);

Current in 12g3-2b obligations and information is posted in English
on Pink Sheets News Service or registration under Section 12(g) of
the Securities Act of 1933 and current in SEC reporting obligations;

P}rloprietary quotations published by a Market Maker in the Pink
Sheets;

Inclusion in the S&P or Merger Manual for Blue Sky compliance so
brokers can sell the security in a minimum of 37 states; and

Letter from issuer's attorney listing additional Blue Sky eligible
states such as AL, CA, IL, KY, LA, NY, PA, TN, VA and that do
not allow the manual exemption.




Designated Advisor
for Disclosure (DAD)

Mandatory appointment of a DAD for admittance into the OTCQX
tiers.

Modeled after the Nominated Advisor (NOMAD) of the London
Stock Exchange’s AIM market but modified to fit U.S. practices.

Unlike AIM Nomads, DADs do not warrant issuer appropriateness.

The DAD must be an NASD member Investment Bank or a
reputable securities attorney.

Improving upon the traditional exchange listing process, the DAD
offers companies custom tailored advice to create credible
disclosure for investors that is uniquely designed for their business.

The DAD is a professional that should provide quality advice to
small issuers.

Pink Sheets role is to monitor the DAD community and remove
those whose work is deficient.



DAD Role

The DAD role is to:

1.  Build long term relationships as they guide and provide
professional assistance to the issuer.

2. Know the people involved, the company and understand the
company’s business.

3. Help management and boards discern what information is
material and needs to be disclosed to investors, while not over-
burdening issuers with complex one-size-fits-all requirements.

4. Provide a professional review, not affirmation, of issuer
disclosure.

5. Be a cautious and conservative gatekeeper so companies with

inadequate or questionable disclosure are not sponsored by the
DAD for OTC&X.

Professional advice for the market segment that most needs it



Investment Banks

OTCQX ties growth companies to investment banks

Companies that are raising capital or want to increase

their profile with investors will choose an Investment
Bank as their DAD

Investment banks offer valuable advice, services and
guidance to growing issuers

Investment banks have bonds with investors
Investment banks provide sponsorship and access to
capital

Investment banks boast energy and excitement

OTCQX allows growth companies to access capital at
increasingly attractive multiples as they grow into the
size needed for a Nasdaq listing to be cost effective

The QX equation: Growth companies + investment banks =
access to capital + increased multiples



Attorney DAD

 Companies whose primary concern is providing
credible disclosure to investors in a cost efficient
manner may utilize their attorney.



Proposing Advisor
for Listing (PAL)

Can be a U.S. Investment Bank, Attorney or ADR bank
for a sponsored ADR.

Recommends listing on International OTCQX for
qualifying companies.

Serves to educate, advise and assist company
management and Board of Directors with respect to
disclosure requirements and compliance with U.S.
securities laws.

Much simpler than DAD role due to the company
already listing on a qualified foreign stock exchange.



OTCQX & International OTCQX
Fee Structure

Application Fee -- $5,000

Listing Fee -- $950 per Month (listing fee is waived through April
2007)

Application Fee for DAD / PAL -- $500

DAD/PAL Annual Fee -- $500 (not charged first year)



A Suite of Unparalleled
Products and Services

Real-time Level II quotes on
otcgx.com and pinksheets.com.

Pink Sheets news service for
publishing unlimited financial reports
and news releases.

Subscription to otcig.com — our new
issuer portal that provides an easy
interface for issuers to post disclosure
and track the market in their stock
with customized quotation and
trading data.

Identified participation in Pink Sheets
upcoming stock forum and company

Q&A for real-time shareholder
communication.

Weekly Market Report sent to the
company that summarizes their
security’s market performance.
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Future Pink Sheets Categories

In April 2007, the second stage of the Pink Sheets disclosure project will launch.
Separate from OTCQX, these categories will differentiate issuers by the level and
quality of disclosure they provide on Pinksheets.com. Based on the theory that
companies are known by the company they keep, all non-OTCQX Pink Sheets
companies will be categorized and labeled under one of the following categories:

Emerging Equity List, audited financials, background checks, attorney letter regarding
disclosure, management certification, open to companies with no or nominal assets such as shells,
SPACs, business developments companies, EEL logo on quote.

Adequate Current Information, reviewed financials, attorney letter, management certification.
SEC Current, current SEC filer, but no attorney letter or management certification.

Limited Information Available, limited information published in the last 6 months, yield sign on
quote.

No Info, All other Pink Sheets traded stocks, stop sign on quote.

Stocks with SPAM, promotion, or other public interest concerns will have a skull and
crossbones logo.



OTCOX Summary

OTCQX distinguishes the best domestic and foreign companies
trading OTC

Identifies quality operating companies.

Mandates audited financials, minimum standard requirements
and ongoing disclosure.

Stipulates DAD / PAL appointment to enforce ongoing issuer
compliance with disclosure requirements and securities law.

Tiered structure and DAD / PAL advisory system are etfective
mechanisms to improve the quality and availability of
information facilitating a more efficient and transparent market
environment for both issuers and investors



This information may answer some questions, but is not intended as a
comprehensive analysis of the topic. In addition, this information should not be
relied upon as the only source of information.

This information is supplied from sources we believe to be reliable but we cannot
guarantee its accuracy.

This document and the information contained herein is confidential. This document
has been furnished to you solely for your information and neither this document nor
the information contained herein may be reproduced, disclosed or redistributed, in
whole or in part, by mail, facsimile, electronic or computer transmission or by an
other means to any other person, except with the prior written consent of El?,enoi};
Grossman & Schole LLP.

The material has been prepared or is distributed solely for information purposes and
is not a solicitation or an offer to buy any security or instrument or to participate in
any trading strategy.

This presentation is made solely for friends and clients of Ellenoff Grossman & Schole
LLP and should in no way be relied upon or construed as legal advice. For specific
information on particular factual situations, an opinion of legal counsel should be
sought.

Ellenoff Grossman & Schole LLP
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