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FORWARD LOOKING STATEMENTS

The following discussion should be read in conjunction with the financial statements and related notes contained
elsewhere in this quarterly report on Form 10-Q. We make forward-looking statements in this report, in other
materials we file with the Securities and Exchange Commission (the “SEC”) or that we otherwise release to the
public, and on our website. In addition, our senior management might make forward-looking statements orally to
analysts, investors, the media, and others. Statements concerning our future operations, prospects, strategies,
financial condition, future economic performance (including growth and earnings) and demand for our products and
services, and other statements of our plans, beliefs, or expectations, including the statements contained in Item 2,
“Management’s Discussion and Analysis of financial condition and results of operations,” regarding our future
plans, strategies and expectations are forward-looking statements. In some cases these statements are identifiable
through the use of words such as “anticipate,” “believe,” “estimate,” “predict,” “expect,” “intend,” “plan,” “project,”
“target,” “continue,” “can,” “could,” “may,” “should,” “will,” “would,” and similar expressions. You are cautioned
not to place undue reliance on these forward-looking statements because these forward-looking statements we make
are not guarantees of future performance and are subject to various assumptions, risks, and other factors that could
cause actual results to differ materially from those suggested by these forward-looking statements. Thus, our ability
to predict results or the actual effect of our future plans or strategies is inherently uncertain. Factors which could
have a material adverse effect on our operations and future prospects include, but are not limited to, our inability to
continue operations; our inability to obtain necessary financing;; changes in: economic conditions generally and our
specific market areas, changes in technology, legislative or regulatory changes that affect us, the availability of
working capital, changes in costs and the availability of goods and services, the introduction of competing products,
changes in our operating strategy or development plans, our ability to attract and retain qualified personnel, and
changes in our acquisition and capital expenditure plans. These risks and uncertainties, together with the other risks
described from time to time in reports and documents that we file with the SEC, should be considered in evaluating
forward-looking statements and undue reliance should not be placed on such statements. Although we believe that
the expectations reflected in the forward-looking statements are reasonable, we cannot guarantee future results,
performance or achievements. Indeed, it is likely that some of our assumptions will prove to be incorrect. Our actual
results and financial position will vary from those projected or implied in the forward-looking statements and the
variances may be material. Moreover, we do not assume the responsibility for the accuracy and completeness of
these forward-looking statements. We expressly disclaim any obligation to update or revise any forward-looking
statements, whether as a result of new information, future events, or otherwise, except as required by law.
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PART I - FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS

AMBIENT CORPORATION
CONSOLIDATED BALANCE SHEETS

September 30 December 31,
2009 2008
(Unaudited)
ASSETS
CURRENT ASSETS
Cash and cash equivalents $ 3776860 $ 8,011,764
Marketable securities — 125,000
Accounts receivable 7,834 1,668,887
Inventory 264,443 98,044
Prepaid expenses and other current assets 140,012 174,425
Total current assets 4,189,149 10,078,120
Property and equipment, net 541,373 543,904
Total assets $ 4,730,522 $ 10,622,024
LIABILITIES AND STOCKHOLDERS' (DEFICIT) EQUITY
CURRENT LIABILITIES
Accounts payable $ 1275034 $ 1,333,778
Accrued expenses and other current liabilities 1,085,983 936,961
Deferred revenue 168,440 108,067
Capital lease obligations, current portion 11,462 11,462
Total current liabilities 2,540,919 2,390,268
NON-CURRENT LIABILITIES
Convertible debt, related party, (net of discount of $5,093,187
and $11,745,542) 4,906,813 754,458
Capital lease obligations, less current portion 14,476 22,967
Total liabilities 7,462,208 3,167,693
STOCKHOLDERS' (DEFICIT) EQUITY
Common stock, $.001 par value;
2,000,000,000 shares authorized; 895,634,187 and 255,615,704
issued; 894,634,187 and 254,615,704 outstanding, respectively 895,634 719,981
Additional paid-in capital 137,963,168 132,930,334
Accumulated deficit (141,390,488) (125,995,984)
Less: treasury stock; 1,000,000 shares at cost (200,000) (200,000)
Total stockholders' (deficit) equity (2,731,686) 7,454,331
Total liabilities and stockholders' (deficit) equity $ 4,730,522 $ 10,622,024

See Notes to Consolidated Financial Statements.
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AMBIENT CORPORATION
CONSOLIDATED STATEMENTS OF OPERATIONS

Revenues

Less Cost of goods sold (includes a inventory reserve

of $151,689, $314,810, $96,260, and $27,989)
Gross (loss) profit

Expenses

Research and Development

Operating, general and administrative
expenses

Stock based compensation - operating,
general and administrative

Total expenses

Loss on sale and disposal of property
and equipment

Operating loss

Interest and finance expenses (includes interest
to related party of $481,489, $504,794,
$148,156, and $166,667)

Interest income

Net loss

Basic and diluted loss per share:
Net loss

Weighted average number of shares
outstanding

Nine Months Ended

Three Months Ended

September 30, September 30,
2009 2008 2009 2008
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
$ 918,260 $ 4,450,099 $ 61,077 $ 3,639,234
935,188 3,781,648 178,334 2,833,148
(16,928) 668,451 (117,257) 806,086
3,265,443 2,955,595 1,248,338 1,169,528
3,143,977 2,548,045 1,007,077 850,734
704,057 311,150 232,995 11,551
7,113,477 5,814,790 2,488,410 2,031,813
(9,513) — (577) —
(7,139,918)  (5,146,339)  (2,606,244)  (1,225,727)
(8,282,607)  (1,814,058)  (3,387,306) (691,659)
28,021 32,044 1,895 4,510
$(15,394,504) $ (6,928,353) $ (5,991,655) $ (1,912,876)
$ (0.02) $ (0.03) $ (0.01) $ (0.01)
752,581,202 254,615,704 816,742,937 254,615,704

See Notes to Consolidated Financial Statements.
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AMBIENT CORPORATION
CONSOLIDATED STATEMENTS OF CASH FLOWS

Nine Months Ended

September 30,
2009 2008
(Unaudited) (Unaudited)
CASH FLOWS FROM OPERATING ACTIVITIES
Net loss $ (15,394,504) $ (6,928,353)
Adjustments to reconcile net loss to net cash used in operating activities:
Depreciation and amortization 210,352 219,603
Amortization of note discount — 940,093
Amortization of beneficial conversion feature of convertible debt 6,652,355 368,043
Financing costs related to warrant modification 1,147,167 —
Financing, consulting and other expenses paid via the
issuance of common stock and warrants 704,057 311,150
Loss on sale and disposal of property and equipment 9,513 —
(Increase) decrease in operating assets:
Accounts receivables 1,661,053 (81,772)
Inventory (166,399) 202,833
Prepaid expenses and other current assets 34,413 (650,773)
Prepaid licensing fees — 81,997
Increase (decrease) in operating liabilities:
Accounts payable (58,744) 460,173
Accrued expenses and other current liabilities 149,022 311,220
Deferred revenue 60,373 —
Net cash used in operating activities (4,991,342) (4,765,786)
CASH FLOWS FROM INVESTING ACTIVITIES
Redemption of marketable securities 125,000 400,000
Purchases of marketable securities — (525,000)
Additions to property and equipment (217,794) (151,474)
Proceeds from sale of property and equipment 460 —
Net cash used in investing activities (92,334) (276,474)
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from issuance and exercise of warrants 857,263 3,000,000
Proceeds from issuance of notes payable — 2,500,000
Finance costs relating to issuance of debts and warrants — (45,000)
Finance costs relating to issuance of notes payable — (103,500)
Payments on capitalized lease obligations (8,491) —
Net cash provided by financing activities 848,772 5,351,500
(DECREASE) INCREASE IN CASH AND CASH EQUIVALENTS (4,234,904) 309,240
CASH AND CASH EQUIVALENTS - BEGINNING OF PERIOD 8,011,764 546,125
CASH AND CASH EQUIVALENTS - END OF PERIOD $ 3776860 $ 855,365
Noncash financing and investing activities:
Issuance of warrants in connection with issuance of notes payable $ — $ 3,146,078
Issuance of common stock upon conversion of debentures $ 2,500,000
Supplemental disclosures of cash flow information:
Cash paid during the period for:
Interest $ 425913 $ 12,180

See Notes to Consolidated Financial Statements.
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AMBIENT CORPORATION
NOTES TO THE UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS

NOTE 1 - BASIS OF PRESENTATION

The accompanying unaudited consolidated financial statements of Ambient Corporation and its subsidiary
(collectively the" Company™") have been prepared in accordance with generally accepted accounting principles
accepted in the United States of America (“GAAP”) for interim financial information and with Article 8-03 of
Regulation S-X. Accordingly, they do not include all of the information and notes required by GAAP for complete
financial statements. In the opinion of management, all adjustments (consisting of normal recurring accruals)
considered necessary for a fair presentation have been included. Operating results for the nine months ended
September 30, 2009 are not necessarily indicative of the results that may be expected for the year ending
December 31, 2009. These unaudited consolidated financial statements should be read in conjunction with the
audited consolidated financial statements and notes thereto included in the Company's Form 10-K for the year ended
December 31, 2008, as filed with the Securities and Exchange Commission.

The Company has sustained losses since its inception. These losses have produced operating cash flow
deficiencies. The Company expects to incur additional losses in the future

Management believes that its current available cash resources together with the committed equity based
financing arrangement discussed in Note 9 (Subsequent Event) below and anticipated proceeds from revenues will
be sufficient to meet its operating requirements through fiscal year 2010. However, management anticipates the need
to raise additional funds in order to expand existing commercial deployments and/or satisfy any additional
significant purchase orders that it may receive. At the present time, the Company has no commitments for any
additional funding that may be needed.

We have evaluated subsequent event, through the date that the financial statements were issued on
November 16, 2009.

NOTE 2 - RECENTLY ISSUED ACCOUNTING PRONOUNCEMENTS

Effective July 1, 2009, the Financial Accounting Standards Board’s (“FASB”) Accounting Standards
Codification ("ASC") became the single official source of authoritative, nongovernmental generally accepted
accounting principles (“GAAP”) in the United States. The historical GAAP hierarchy was eliminated and the ASC
became the only level of authoritative GAAP, other than guidance issued by the Securities and Exchange
Commission. Our accounting policies were not affected by the conversion to ASC. However, references to specific
accounting standards in the footnotes to our consolidated financial statements have been changed to refer to the
appropriate section of ASC.

In October 2009, the FASB issued new standards for revenue recognition with multiple deliverables. These
new standards impact the determination of when the individual deliverables included in a multiple-element
arrangement may be treated as separate units of accounting. Additionally, these new standards modify the manner in
which the transaction consideration is allocated across the separately identified deliverables by no longer permitting
the residual method of allocating arrangement consideration. These new standards are effective for us beginning in
the first quarter of fiscal year 2011; however, early adoption is permitted. We do not expect these new standards to
significantly impact our consolidated financial statements.

Management does not believe that any other recently issued, but not yet effective, accounting standard if
currently adopted would have a material effect on the accompanying financial statements.

NOTE 3 - FAIR VALUE OF FINANCIAL INSTRUMENTS

Substantially all of the Company’s financial instruments, consisting primarily of cash equivalents, accounts
payable and accrued expenses, other current liabilities and convertible notes, are carried at, or approximate, fair
value because of their short-term nature or because they carry market rates of interest.



AMBIENT CORPORATION
NOTES TO THE UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

NOTE 4 - NET LOSS PER SHARE

Basic loss per share is computed by dividing net loss applicable to common shares by the weighted-average
number of shares of common shares outstanding during the period. Diluted loss per share adjusts basic loss per share
for the effects of convertible securities, stock options and other potentially dilutive instruments, only in the periods
in which such effect is dilutive. The following securities have been excluded from the calculation of net loss per
share, as their effect would be antidilutive.

Shares of Common Stock
Issuable upon Conversion/Exercise

of as September 30,
2009 2008
Stock options 58,937,000 30,687,000
Warrants 81,783,331 604,742,855
Convertible debentures 666,666,667 357,142,857

NOTE 5 - SALES AND MAJOR CUSTOMERS

Revenues for the nine and three months ended September 30, 2009 and 2008 were as follows:

Nine Months Ended

Three Months Ended

September 30, September 30, September 30, September 30,
2009 2008 2009 2008
(Unaudited) (Unaudited)
Hardware $ 871,758 $ 4,450,099 $ 48505 $ 3,639,234
Software and services 46,502 — 12,572 —
$ 918260 $ 4,450,099 $ 61,077 $ 3,639,234

One customer accounted for 100% of the hardware revenue for the 2009 and 2008 periods.

NOTE 6 — INVENTORY

Inventory is valued at the lower of cost or market and is determined on first-in-first-out method. Inventory

consists of the following:

September 30, December 31,
2009 2008
(Unaudited)
Raw materials $ 124,467 $ 30,057
Finished goods 139,981 67,987
$ 264,448 $ 98,044




AMBIENT CORPORATION
NOTES TO THE UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

NOTE 7 - CONVERTIBLE DEBT - RELATED PARTY

September 30 December 31,
2009 2008
(Unaudited)

Secured Convertible Promissory note payable - interest at 8%,

due July 31, 2010 (i) $ 7,500,000 $ 7,500,000
Secured Convertible Promissory note payable - interest at 8%,

due November 1, 2010 (ii) 2,500,000 2,500,000
Secured Convertible Promissory note payable - interest at 8%,

due January 15, 2011 (iii) — 2,500,000
Total 10,000,000 12,500,000
Less: Discount (5,093,187) (11,745,542)
Total $ 4,906,813 $ 754,458

The Company has entered into three security purchase agreements with an institutional investor, Vicis
Capital Master Fund (the “Investor” or "Vicis"). As of September 30, 2009 Vicis held approximately 72% of the
issued outstanding shares of Company’s common stock.

(i) On July 31, 2007, the Company entered into the Securities Purchase Agreement (the "July 07 Purchase
Agreement") with Vicis , pursuant to which the Investor purchased the Company’s Secured Convertible Promissory
Note in aggregate principal amount of $7,500,000 (the “July 07 Note™). The July 07 Note has a term of three years
and becomes due on July 31, 2010. The outstanding principal amount of the July 07 Note is convertible at the option
of the holder, at any time and from time to time, into shares of the Company’s common stock, par value $0.001 per
share (the “Common Stock™) at a conversion price of $0.015 per share, subject to certain adjustments. Amounts
owing under the July 07 Note are secured by substantially all of the assets of the Company.

Pursuant to the July 07 Purchase Agreement, the Company issued Common Stock purchase warrants (the
“July 07 Warrants™) to the Investor, exercisable through July 31, 2012, to purchase up to 150,000,000 shares of
Common Stock, at an exercise price of $0.001 per share. All of these warrants were exercised on November 24,
2008.

In connection with this financing, the Company paid fees to a registered broker dealer of $570,000 and
issued warrants to purchase up to 17,350,000 shares of the Company's Common Stock at a per share exercise price
of $0.035 for 16.6 million shares and $0.075 for 750,000 shares.

(if) On November 1, 2007, the Company entered into a Securities Purchase Agreement (the "November 07
Purchase Agreement"™) with the Investor pursuant to which the Investor purchased the Company’s Secured
Convertible Promissory Note in the principal amount of $2,500,000 (the “November 07 Note”). The November 07
Note has a term of three years and becomes due on November 1, 2010. The outstanding principal amount of the
November 07 Note is convertible at the option of the holder at any time and from time to time into shares of
Common Stock at a conversion price of $0.015 per share. Amounts owing under the November 07 Note are secured
by substantially all of the assets of the Company.

In connection with the issuance of the November 07 Note, the Company issued Common Stock purchase
warrants (the “November 07 Warrants”) to the Investor, exercisable through October 31, 2012, to purchase up to
27,777,778 shares of our Common Stock at an exercise price of $0.001 per share. All of these warrants were
exercised on November 24, 2008.

(iii) On January 15, 2008, the Company entered into a Securities Purchase Agreement (the "January 2008
Purchase Agreement") with the Investor pursuant to which the Investor purchased the Company’s Secured
Convertible Promissory Note in the principal amount of $2,500,000 (the “January 08 Note”; together with the
November 07 Note and the July 07 Note, the “Notes”). The January 08 Note has a term of three years and becomes



AMBIENT CORPORATION
NOTES TO THE UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

due on January 15, 2011. The outstanding principal amount of the January 08 Note is convertible at the option of the
holder at any time and from time to time into shares of Common Stock at a conversion price of $0.015 per share.
Amounts owing under the January 08 Note are secured by substantially all of the assets of the Company. In

August 2009, the January 08 Note was converted into 166,666,667 shares of Common Stock.

In connection with the issuance of the January 08 Note, the Company issued Common Stock purchase
warrants (the “January 08 Warrants”; together with the November 07 Warrants and the July 07 Warrants, the
“Investor Warrants™) to the Investor, exercisable through January 15, 2013, to purchase up to 107,142,857 shares of
Common Stock at an exercise price of $0.001 per share. All of the January 08 Warrants were exercised on
November 24, 2008.

In connection with the financing, the Company issued, as compensation to a registered broker dealer,
warrants to purchase up to 14,999,999 shares of the Company's Common Stock at a per share exercise price of
$0.035.

Debt Modification

On November 21, 2008, the Company and the Investor entered into a Debenture Amendment Agreement
(the “Debenture Amendment Agreement”), pursuant to which the Investor invested in the Company an additional
$8 million. In consideration of the investment, the Company reduced the conversion price on the Notes referred to
above to $0.015 per share. The parties also agreed that in the event that on the trading day immediately preceding
June 1, 2009, the closing per share price of the Common Stock was less than $0.10, then the per share conversion
price with respect to any amount then outstanding under the Notes would automatically be further adjusted to $0.01.
The price of the Common Stock was greater than $0.10 on the trading day immediately preceding June 1, 2009, and
therefore no adjustment was made.

In addition, in consideration for the investment, the parties agreed under the Debenture Amendment
Agreement to amend the terms of the Investor Warrants referred to above to remove all conversion caps from the
Warrants, which were contractual provisions that prevented the Investor from exercising an amount of such warrants
to the extent that the Investor would beneficially own (i) greater than 4.99% of the outstanding Common Stock, and
(ii) greater than 9.99% of the outstanding Common Stock.

For financial reporting purposes, the Company recorded a discount of $10,000,000 to reflect the beneficial
conversion feature related to the Debenture Modification Agreement. The discount is being amortized to the date of
maturity of the various Convertible Promissory Notes unless converted earlier.

Interest incurred on convertible debt amounted to $481,489 and $148,156 and $504,794 and $166,667 for
the nine and three months ended September 30, 2009 and 2008, respectively. Amortization of the discounts related
to the convertible debentures and notes above totaled $6,652,355 and $3,238,436 and $368,043 and $162,343 for the
nine and three months ended September 30, 2009 and 2008.

NOTE 8 - STOCKHOLDERS' EQUITY

On January 13, 2009, the Company issued options to various employees from the Company’s 2000 Equity
Incentive Plan to purchase up to 20,700,000 shares of the Company’s Common Stock at a share price of $0.035. The
options will be fully vested as of December 31, 20009.

On January 16, 2009, the Company issued options to various employees from the Company’s 2000 Equity
Incentive Plan to purchase up to 250,000 shares of the Company’s Common Stock at a share price of $0.05. The
options will be fully vested as of December 31, 2009.

On January 13, 2009, the Company issued options to various directors from the Company’s 2002 Non-
employee Directors Plan to purchase up to 6,000,000 shares of the Company’s Common Stock at a share price of
$0.035. The options will be fully vested as of December 31, 20009.

On May 15, 2009, the Company issued 300,000 shares of Common Stock upon the exercise of stock
options previously issued.



AMBIENT CORPORATION
NOTES TO THE UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

On June 29, 2009, the Company issued options to various employees from the Company’s 2000 Equity
Incentive Plan to purchase up to 200,000 shares of the Company’s Common Stock at a share price of $0.15. The
options will be fully vested as of June 29, 2011.

On August 3, 2009, the Company issued options to an employee from the Company’s 2000 Equity
Incentive Plan to purchase up to 100,000 shares of the Company’s Common Stock at a share price of $0.164. The
options will be fully vested as of August 3, 2011.

On October 14, 2009, the Company issued 50,000 shares of Common Stock upon the exercise of options
previously issued.

Warrant Exercises

In April 2009, the Company issued 2,403,403 shares of Common Stock upon the cashless exercise of
10,666,667 Common Stock purchase warrants.

On October 8, 2009, the Company issued 2,955,000 shares of Common Stock upon the exercise of finder
warrants previously issued from the July 07 funding.

Warrant Modification

In May 2006, the Company raised net proceeds of $8.986 million in a private placement of $10,000,000 in
principal amount of its two-year 8% Convertible Debentures (the “2006 Debentures™). The balance was repaid in its
entirety by January 2008. Investors in the private placement also received Class A warrants, exercisable through
June 30, 2009, to purchase up to 33,333,333 shares of the Company's Common Stock at a per share exercise price of
$0.20 and Class B warrants, exercisable through June 30, 2011, to purchase up to 33,333,333 shares of the
Company’s Common Stock at a per share exercise price of $0.25.

In connection with the placement of the 2006 Debentures, the Company issued to a registered broker dealer
that acted as placement agent warrants consisting of (X) warrants to purchase an aggregate of 6,666,667 shares of
Common Stock having an initial exercise price equal to $0.15, (y) warrants to purchase an aggregate of 3,333,333
shares of Common Stock having an initial exercise price equal to $0.20, and (z) warrants to purchase an aggregate of
3,333,333 shares of Common Stock having an initial exercise price equal to $0.25. Except as specifically noted,
these warrants otherwise are on substantially the same terms and conditions as the investor warrants.

On June 30, 2009, the Company agreed to modify the terms of the expiring Class A warrants. Under the
new terms the warrants were exercisable thought August 31, 2009 and the exercise prices were reduced from $.20 to
$0.15 per share. The Company has valued the warrant modification at $1,147,167 using the Black-Scholes pricing
model and the following assumptions: contractual term of 0.167 years, an average risk-free interest rate of 0.19% a
dividend yield of 0% and volatility of 93%. The resulting of $1,147,167 is reflected in the Statement of Operations
for 2008 as interest expense.

Following the modification, Class A warrants for an aggregate of 6,283,333 shares of the Company’s
Common Stock have been exercised for total net cash exercise proceeds of $848,250 through August 31, 2009, and
30,383,333 Class A warrants expired.

NOTE 9 - SUBSEQUENT EVENT

On November 16, 2009, the Company entered into a Securities Purchase Agreement (the "2009 Securities
Purchase Agreement™) with Vicis pursuant to which Vicis furnished to the Company access to a $3,000,000 equity
based credit line. Pursuant to the 2009 Securities Purchase Agreement, Vicis established an escrow account (the
“Holdback Account™) into which it will deposit $3,000,000, by no later than November 23, 2009. If the Company’s
cash resources fall below $1,500,000, the Company is entitled to receive $500,000 from the Holdback Account, in
consideration of which, it will issue to Vicis, 3,333,333 shares (the “Shares”) of its Common Stock, as well as Series
G Warrants (the “Warrants”; together with the Shares, the “Securities”) for a corresponding number of shares. Any
amounts in the Holdback Account that are not disbursed on or prior to June 30, 2011(as such date may be extended
by mutual agreement of the parties) will be returned to Vicis and no Securities will be issued with respect to such
amounts.



AMBIENT CORPORATION
NOTES TO THE UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

Ambient may draw down on the Holdback Account as needed until the entire $3,000,000 is exhausted. If
the Holdback Account is utilized in its entirety, then the Company will have issued 20,000,000 shares of restricted
stock and Warrants for an additional 20,000,000 shares of Common Stock.

The Warrants are exercisable through the second anniversary of issuance at a per share exercise price of
$0.25. Vicis received piggy-back registration rights in respect of the Shares and the shares of Common Stock
underlying the warrants. The Warrants provide that such security may not be converted or exercised if, following
such conversion or exercise, as the case may be, Vicis will hold in excess of 4.99% of the Company’s then issued
and outstanding Common Stock. However, Vicis is entitled, upon 61 days written notice to the Company, to waive
these restrictions on conversion and/or exercise.



ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND
RESULTS OF OPERATION

THE FOLLOWING DISCUSSION SHOULD BE READ IN CONJUNCTION WITH OUR FINANCIAL
STATEMENTS AND THE NOTES THERETO. SOME OF OUR DISCUSSION IS FORWARD-LOOKING AND
INVOLVES RISKS AND UNCERTAINTIES. FOR INFORMATION REGARDING RISK FACTORS THAT
COULD HAVE A MATERIAL ADVERSE EFFECT ON OUR BUSINESS, REFER TO THE RISK FACTORS
CONTAINED HEREIN AND THE RISK FACTORS SECTION OF OUR ANNUAL REPORT FOR THE YEAR
ENDED DECEMBER 31, 2008 ON FORM 10-K.

OVERVIEW

Ambient Corporation (“Ambient”, the “Company,” “we or “us™) is a pioneering integrator of smart grid
communications platforms, creating high-speed Internet Protocols (IP) based data communications networks over
existing electrical distribution grids, thereby enabling smart grid applications. The Ambient smart grid platform,
known as Ambient Smart Grid®,, facilitates a two-way, real-time communications network to serve the “last mile”
backhaul necessary for utilities to implement smart grid applications such as Advanced Metering Infrastructures
(AMI), real-time pricing, Demand Side Management (DSM), Distribution Monitoring and Automation, direct load
control and more. When combined, these applications can offer economic, operational and environmental benefits
for utilities, and ultimately utility customers.

We are currently conducting deployments with a major electric utility, developing, demonstrating, and
delivering Ambient Smart Grid utility applications. We continue to develop and extend our network design
expertise, our hardware and software technology, and our deployment and network management capabilities, with
the goal of generating revenues from all phases of Ambient Smart Grid communications network deployments. In
2008, Ambient received purchase orders from Duke Energy Business Services, LLC, and affiliates (collectively,
“Duke Energy”) to purchase its X2000 and X-3000 communications nodes, license its network management system,
marketed as AmbientNMS®, and acquire engineering support in building out an intelligent grid/ which includes an
intelligent-metering platform. These purchase orders have generated revenues of approximately $12.6 million for the
year ended December 31, 2008 and $918,260 for the nine-month period ended September 30, 2009.

In September 2009, we and Duke Energy entered into a long-term agreement to supply to Duke Energy for
deployment over Duke Energy’s electric power distribution grid Ambient’s latest X-series smart grid nodes as the
central communications technology to transmit data from residential and commercial smart meters and other
applications back to the utility’s network operations center as part of Duke Energy’s smart grid initiative. The
Agreement also provides for a license of the node software and the network management system software to operate
and manage the products and for maintenance services and support to be provided by Ambient for which Duke
Energy will pay Ambient a maintenance fee after a stated warranty period. The Agreement is in effect until
December 31, 2015 subject to various rights of the parties to terminate the Agreement prior to such time. Ambient
has agreed to provide maintenance services potentially extending for ten years after the termination of the
Agreement if Duke Energy continues to pay for such maintenance services. The Agreement continues the
relationship that Ambient has had with Duke Energy since 2005 involving various pilot programs and other
commercial deployments. The Company received blanket purchase orders for approximately $2.5 million to
purchase the Company’s X-series smart grid node. The node will begin shipping in the fourth quarter of 2009.

Ambient intends to actively seek new opportunities for commercial deployments and is working to bring
new and existing networks to full commercialization. In 2009, our principal target customers continue to be electric
utilities in North America that will be deploying smart grid technologies. Ambient will pursue large investor owned
utilities as well as smaller municipalities and electrical cooperatives that represent a unique and attractive customer
base for Ambient. Utilities large and small have a need to modernize their electrical distribution systems, and the
recent awards by the Department of Energy in conjunction with the American Reinvestment and Recovery Act are
allowing a broader range of parties to pursue smart grid initiatives. While we look to expand our customer base, we
continue to work with our utility customers to drive the development of new utility and consumer applications that
create the need for our Ambient Smart Grid platform.

We were incorporated under the laws of the state of Delaware in June 1996. To date, we have funded
operations primarily through the sale of our securities. In addition, management anticipates the need to raise
additional funds in order to expand existing commercial deployments and/or satisfy any additional significant
purchase orders that it may receive.
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Ambient has played a principal role in driving industry standardization efforts through leadership roles in
industry associations and standards setting organizations, and continues to expand strategic relationships with
leading suppliers of critical smart grid technologies. Our goal is to be the leading designer, developer and systems
integrator of turnkey Ambient Smart Grid communications networks, incorporating a wide array of communications
protocols and smart grid applications such as advanced metering solutions to complement our internally developed
energy sensing capabilities.

RESULTS OF OPERATIONS

COMPARISON OF THE NINE AND THREE MONTHS ENDED SEPTEMBER 30, 2009 TO THE NINE
AND THREE MONTHS ENDED SEPTEMBER 30, 2008

REVENUE. Revenues for the nine and three months ended September 30, 2009 were $918,260 and
$61,077 respectively. Revenues for the corresponding periods in 2008 were $4,450,099 and $3,639,234,
respectively. Revenues for the 2009 period were attributable to the sales of equipment and software to Duke Energy.
Revenues for the 2008 period were attributable to the sales of equipment to Duke Energy. Revenues for the nine and
three months ended September 30, 2009 related to the sales of equipment totaled $871,758 and $48,505,
respectively, as compared to $4,450,099 and $3,639,234 for the corresponding periods in 2008.

COST OF GOODS SOLD. Cost of goods sold for the nine and three months ended September 30, 2009,
were $935,188 and $178,334, respectively, compared to $3,781,648 and $2,833,148 during the corresponding
periods in 2008. Cost of goods sold included all costs related to manufacturing and selling products and services and
consisted primarily of direct material costs. During the nine and three months ended September 30, 2009 cost of
good sold included an inventory reserve of $151,689 and $96,260, respectively. The reserve included expenses
related to the write down of inventory to the lower of cost or market, and excess and obsolete inventory resulting
from the transition from second to third generation technology.

GROSS (LOSS) PROFIT. Gross loss for the nine and three months ended September 30, 2009, was
$16,928 and $117,257, compared to gross profit of $668,451 and $806,086 for the corresponding periods in 2008.

RESEARCH AND DEVELOPMENT EXPENSES. Research and development expenses consisted of
expenses incurred primarily in designing, developing and field testing our smart grid solutions. These expenses
consisted primarily of salaries and related expenses for personnel, contract design and testing services, supplies used
and consulting and license fees paid to third parties. Research and development expenses for the nine and three
months ended September 30, 2009 were $3,265,443 and $1,248,338, respectively, compared to $2,955,595 and
$1,169,528 during the corresponding periods in 2008.

OPERATING, GENERAL AND ADMINISTRATIVE EXPENSES. Operating, general and administrative
expenses primarily consisted of salaries and other related costs for personnel in executive and other administrative
functions. Other significant costs included insurances, and professional fees for legal, accounting and other services.
General and administrative expenses for the nine and three months ended September 30, 2009 were $3,143,977 and
$1,007,077, respectively, compared to $2,548,045 and $850,734 for the corresponding periods in 2008. The increase
in general and administrative expenses was due to the increase efforts to market and commercialize our Ambient
Smart Grid communication platform.

STOCK BASED COMPENSATION. A portion of our operating expenses were attributable to non-cash
charges associated with the compensation of consultants and employees through the issuance of stock options and
stock grants. Stock-based compensation is a non-cash expense and will therefore have no impact on our cash flows
or liquidity. For the nine and three months ended September 30, 2009, we incurred non-cash stock-based
compensation expense of $704,057 and $232,995 respectively, compared to $311,150 and $11,551 for the
corresponding periods in 2008.

INTEREST AND FINANCE EXPENSES. For the nine and three months ended September 30, 2009, we
incurred interest of $481,489 and $148,156, respectively, compared to $504,794 and $166,667 for the corresponding
periods in 2008. The interest related primarily to our Senior Secured 8% Convertible Debentures, which were issued
in July 2007 through January 2008. Additionally, for the nine and three months ended September 30, 2009, we
incurred non-cash interest of $6,652,355 and $3,238,436, respectively, compared to $368,043 and $162,343 for the
corresponding periods in 2008. This interest related to the amortization of the beneficial conversion features and
deferred financing costs was incurred in connection with the placement of our convertible debentures and notes.
These costs are amortized to the date of maturity of the debt unless converted earlier. In addition, on June 30, 2009,
we agreed to modify the terms of the expiring Class A warrants. Under the new terms the warrants were exercisable
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through August 31, 2009 and the exercise prices were reduced from $0.20 to $0.15 per share. The resulting charge
due to the modification was $1,147,167 and is reflected as additional interest expense.

LIQUIDITY AND CAPITAL RESOURCES
Cash balances totaled $3,776,860 at September 30, 2009 and $8,011,764 at December 31, 2008.

Net cash used in operating activities for the nine months ended September 30, 2009 was $4,991,342 and
was used primarily to pay ongoing research and development and general and administrative expenses.

Net cash used in investing activities totaled $92,334 during the nine months ended September 30, 2009 and
was for the redemption of marketable securities of $125,000, net of purchases and sale of property and equipment of
$217,334.

Net cash provided by financing activities totaled $848,772 during the nine months ended September 30,
2009 and represents the exercise of warrants and the payments on capitalized lease obligations.

A discussion of our recent financings follows.

In July 2007, November 2007 and January 2008, the Company entered into Securities Purchase
Agreements with an institutional investor, Vicis Capital Master Fund ("Vicis"), and raised gross proceeds of
$12.5 million. The notes (the “Vicis Notes™) issued under the Securities Purchase Agreements have a term of three
years are payable between July 2010 and January 2011. The outstanding principal amounts of the notes were
convertible at the option of Vicis into shares of Common Stock at an original conversion price of $0.035 per share,
subject to certain adjustments. As discussed below, in November 2008, the conversion rate was reduced to the
current rate of $0.015 per shares, subject to certain adjustments. On August 10, 2009, Vicis converted $2.5 million
of the Vicis Notes into 166,666,667 shares of our common stock.

On April 23, 2008, we raised $3,000,000 from Vicis from the issuance of warrants, exercisable through
April 2013, to purchase up to 135,000,000 shares of our Common Stock at a per share exercise price of $0.001. On
November 21, 2008, we and Vicis entered into a Debenture Amendment Agreement (the “Debenture Amendment
Agreement”), pursuant to which Vicis invested in the Company an additional $8,000,000. In consideration of Vicis’
investment, we reduced the conversion price on the Vicis Notes from $0.035 per share to $0.015 per share. The
parties also agreed under the Debenture Amendment Agreement that, in the event that on the trading day
immediately preceding June 1, 2009, the closing per share price of our common stock was less than $0.10, then the
per share conversion price with respect to any amount then outstanding under the Notes would automatically be
further adjusted to $0.01. The price of the Common Stock was greater than $0.10 on the trading day immediately
preceding June 1, 2009, and therefore no adjustment was made.

On June 30, 2009, the Company extended the terms of the expiring Class A warrants (See note 7 of the
consolidated financial statements). For the period from July 1, 2009 to August 31, 2009, the Company received net
proceeds of $848,250 for the exercise of 6,283,333 Class A warrants.

Finally, on November 13, 2009, we and Vicis entered into an agreement pursuant to which Vicis furnished
to us access to a $3,000,000 equity based credit line. Pursuant to the arrangement, Vicis established an escrow
account into which it will deposit $3,000,000 by no later than November 20, 2009. From time to time as our cash
resources fall below $1,500,000, we are entitled to receive $500,000 from the account in consideration of which we
will issue to Vicis 3,333,333 shares of our common stock as well as warrants for a corresponding number of shares.
Ambient may draw down on the escrow account as needed until the entire $3,000,000 is exhausted. The
arrangement terminates on June 30, 2011, unless the parties elect to extend it by mutual agreement. The Warrants
are exercisable through the second anniversary of issuance at a per share exercise price of $0.25.

Management believes that its current available cash resources, together with the committed equity based
financing arrangement established by Vicis and anticipated proceeds from revenues, will be sufficient to meet its
operating requirements through fiscal year 2010. However, management anticipates the need to raise additional
funds in order to expand existing commercial deployments and/or satisfy any additional significant purchase orders
that it may receive. At the present time, the Company has no commitments for any additional funding that may be
needed.
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ITEM4T. CONTROLS AND PROCEDURES

We maintain disclosure controls and procedures that are designed to ensure that information required to be
disclosed in our Exchange Act reports is recorded, processed, summarized and reported within the time periods
specified in the SEC's rules and forms, and that such information is accumulated and communicated to management,
including our President and Chief Executive Officer (who also serves as our principal executive officer and principal
financial and accounting officer) to allow timely decisions regarding required disclosure based closely on the
definition of "disclosure controls and procedures” in Rule 13a-15(e).

As of the end of the period covered by this report, we carried out an evaluation, under the supervision and
with participation of management, including our President and Chief Executive Officer (who also serves as our
principal executive officer and principal financial and accounting officer), of the effectiveness of the design and
operation of our disclosure controls and procedures. Based on the foregoing, our President and Chief Executive
Officer concluded that our disclosure controls and procedures were effective.

We routinely review the Company’s internal control over financial reporting and from time tot time make
changes intended to enhance the effectiveness of our internal control over financial reporting. During the quarter
ended September 30, 2009 there was no change in internal control over financial reporting that materially affected or
is reasonably likely to materially affect the Company’s internal control over financial reporting, including any
corrective actions with regard to significant deficiencies and material weakness in the design or operation of internal
control over financial reporting, subsequent to the evaluation described above.

Reference is made to the Certification of our President and Chief Executive Officer about these and other
matters filed as an exhibit to this report.
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PART Il - OTHER INFORMATION

ITEM5.  OTHER INFORMATION

On November 16, 2009, Ambient Corporation entered into a Securities Purchase Agreement (the 2009
Securities Purchase Agreement") with Vicis pursuant to which Vicis furnished to the Company access to a
$3,000,000 equity based credit line. Pursuant to the Securities Purchase Agreement, Vicis established an escrow
account (the “Holdback Account”) into which it will deposit $3,000,000 by no later than November 23, 2009. If the
Company’s cash resources fall below $1,500,000, the Company is entitled to receive $500,000 from the Holdback
Account in consideration of which it will issue to Vicis 3,333,333 shares (the “Shares”) of its Common Stock as
well as Series G Warrants (the “Warrants”; together with the Shares, the “Securities”) for a corresponding number
of shares. Any amounts in the Holdback Account that are not disbursed on or prior to June 30, 2011, as such date
may be extended by mutual agreement of the parties) will be returned to Vicis, and no Securities will be issued with
respect to such amounts.

Ambient may draw down on the Holdback Account as needed until the entire $3,000,000 is exhausted. If
the Holdback Account is utilized in its entirety, then the Company will have issued 20,000,000 shares of restricted
stock and Warrants for an additional 20,000,000 shares of Common Stock.

The Warrants are exercisable through the second anniversary of issuance at a per share exercise price of
$0.25. Vicis received piggy-back registration rights in respect of the Shares and the shares of Common Stock
underlying the warrants. The Warrants provide that such security may not be converted or exercised if, following
such conversion or exercise, as the case may be, Vicis will hold in excess of 4.99% of the Company’s then issued
and outstanding Common Stock. However, Vicis is entitled, upon 61 days written notice to the Company, to waive
these restrictions on conversion and/or exercise.

The financing was completed through a private placement and is exempt from registration pursuant to
Section 4(2) of the Securities Act of 1933, as amended. In claiming the exemption under Section 4(2), the Company
relied in part on the following facts: (1) the offer and sale involved one purchaser (Vicis) that owns approximately
72% of the outstanding stock of the Company and has a designee on the Company’s board of directors; (2) the
purchaser had access to information regarding the Company;(3) the purchaser represented that it (a) had the requisite
knowledge and experience in financial and business matters to evaluate the merits and risk of an investment in the
Company; (b) was able to bear the economic risk of an investment in the Company; (c) will acquire the Securities
for its own account in a transaction not involving any general solicitation or general advertising, and not with a view
to the distribution thereof; and 94) a restrictive legend will be placed on each certificate or other instrument
evidencing the Securities.

ITEM 6. EXHIBITS

Exhibit
No. Description
4.1 Common Stock Purchase Warrant (Series G)
10.1 Product Sales, Services & Software Agreement between Ambient Corporation and Duke Energy business Services LLC ¢
own behalf and as agent for and on behalf of Duke Energy Carolinas, LLC, Duke Energy Indiana, Inc, Duke Energy Ohic
Inc., Duke Energy Kentucky, Inc., and certain after acquired affiliates (Pursuant to Rule 24b-2 under the Exchange Act, tl
registrant has requested confidential treatment of portions of this exhibit deleted from the filed copy.)
10.2 Securities Purchase Agreement, dated as of November 16, 2009 between Ambient Corporation and Vicis Master Capital |

10.3 Registration Rights Agreement, dated as of November 16, 2009 between Ambient Corporation and Vicis Master Capital |

31 Certification of John J. Joyce, Chief Executive Officer (Principal Executive officer and Principle Financial and Accountir
Officer) pursuant to Rule 13a-14(a) of the Securities Exchange Act of 1934, as amended.

32 Certification of John J. Joyce, Chief Executive Officer (Principal Executive officer and Principle Financial and Accountir
Officer) pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934 the registrant has duly caused this
report to be signed on its behalf by the undersigned thereunto duly authorized.

AMBIENT CORPORATION

Dated: November 16, 2009 By: /sl Jorn J. Jovce

John J. Joyce

Chief Executive Officer (Principal Executive
Officer and Principal Financial and Accounting
Officer)
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Exhibit 4.1

THIS WARRANT AND THE SHARES OF COMMON STOCK ISSUABLE UPON EXERCISE HEREOF
HAVE NOT BEEN REGISTERED UNDER THE SECURITIES ACT OF 1933, AS AMENDED (THE
“SECURITIES ACT”) OR ANY STATE SECURITIES LAWS AND MAY NOT BE SOLD,
TRANSFERRED OR OTHERWISE DISPOSED OF UNLESS REGISTERED UNDER THE SECURITIES
ACT AND UNDER APPLICABLE STATE SECURITIES LAWS OR THE ISSUER SHALL HAVE
RECEIVED AN OPINION OF COUNSEL REASONABLY SATISFACTORY TO THE ISSUER THAT
REGISTRATION OF SUCH SECURITIES UNDER THE SECURITIES ACT AND UNDER THE
PROVISIONS OF APPLICABLE STATE SECURITIES LAWS IS NOT REQUIRED.

SERIES G WARRANT TO PURCHASE
SHARES OF COMMON STOCK
OF

AMBIENT CORPORATION

No.: W-G-09-01 Number of Shares: | |
Date of Issuance: | |

FOR VALUE RECEIVED, the undersigned, Ambient Corporation, a Delaware corporation (together with
its successors and assigns, the “Issuer”), hereby certifies that VICIS CAPITAL MASTER FUND or its registered
assigns is entitled to subscribe for and purchase, during the Term (as hereinafter defined), up to | |
(I ]) shares (subject to adjustment as hereinafter provided) of the duly authorized, validly issued, fully paid
and non-assessable Common Stock of the Issuer, at an exercise price per share equal to the Warrant Price then in
effect, subject, however, to the provisions and upon the terms and conditions hereinafter set forth. This Warrant has
been executed and delivered pursuant to the Securities Purchase Agreement dated as of [November ], 2009 (the
“Purchase Agreement™) by and among the Issuer and the purchaser(s) listed therein. Capitalized terms used and not
otherwise defined herein shall have the meanings set forth for such terms in the Purchase Agreement. Capitalized
terms used in this Warrant and not otherwise defined herein shall have the respective meanings specified in Section
8 hereof.

1. Term. The term of this Warrant shall commence on | ] and shall expire at 6:00 p.m.,
eastern time, on the date that is two years after the Original Issue Date (such period being the “Term”).

2. Method of Exercise; Payment; Issuance of New Warrant; Transfer and Exchange.

@ Time of Exercise. The purchase rights represented by this Warrant may be exercised in whole or

in part at any time during the Term.

(b) Method of Exercise. The Holder hereof may exercise this Warrant, in whole or in part, by the
surrender of this Warrant (with the exercise form attached hereto duly executed) at the principal office of the Issuer,
and by the payment to the Issuer of an amount of consideration therefor equal to the Warrant Price in effect on the
date of such exercise multiplied by the number of shares of Warrant Stock with respect to which this Warrant is then
being exercised, payable at such Holder’s election (i) by certified or official bank check or by wire transfer to an
account designated by the Issuer, (ii) by “cashless exercise” in accordance with the provisions of subsection (c) of
this Section 2, but only when a registration statement under the Securities Act providing for the resale of the
Warrant Stock is not then in effect, or (iii) when permitted by clause (ii), by a combination of the foregoing methods
of payment selected by the Holder of this Warrant.

© Cashless Exercise. Notwithstanding any provisions herein to the contrary and commencing one
(1) year following the Original Issue Date if (i) the Per Share Market Value of one share of Common Stock is
greater than the Warrant Price (at the date of calculation as set forth below) and (ii) a registration statement under
the Securities Act providing for the resale of the Warrant Stock is not in effect in accordance with the terms of the




Registration Rights Agreement at the time of exercise, unless the registration statement is not effective as a result of
the Issuer exercising its rights under Section 3(n) of the Registration Rights Agreement, in lieu of exercising this
Warrant by payment of cash, the Holder may exercise this Warrant by a cashless exercise and shall receive the
number of shares of Common Stock equal to an amount (as determined below) by surrender of this Warrant at the
principal office of the Issuer together with the properly endorsed Notice of Exercise in which event the Issuer shall
issue to the Holder a number of shares of Common Stock computed using the following formula:

X =Y - (A)(Y)
B
Where X= the number of shares of Common Stock to be issued to the Holder.

Y = the number of shares of Common Stock purchasable upon exercise of all of the Warrant
or, if only a portion of the Warrant is being exercised, the portion of the Warrant being
exercised.

A= the Warrant Price.

B= the Per Share Market Value of one share of Common Stock.

(d) Issuance of Stock Certificates. In the event of any exercise of this Warrant in accordance with and

subject to the terms and conditions hereof, certificates for the shares of Warrant Stock so purchased shall be dated
the date of such exercise and delivered to the Holder hereof within a reasonable time, not exceeding three (3)
Trading Days after such exercise (the “Delivery Date™) or, at the request of the Holder (provided that a registration
statement under the Securities Act providing for the resale of the Warrant Stock is then in effect), issued and
delivered to the Depository Trust Company (“DTC”) account on the Holder’s behalf via the Deposit Withdrawal
Agent Commission System (“DWAC”) within a reasonable time, not exceeding three (3) Trading Days after such
exercise, and the Holder hereof shall be deemed for all purposes to be the holder of the shares of Warrant Stock so
purchased as of the date of such exercise. Notwithstanding the foregoing to the contrary, the Issuer or its transfer
agent shall only be obligated to issue and deliver the shares to the DTC on a holder’s behalf via DWAC if such
exercise is in connection with a sale and the Issuer and its transfer agent are participating in DTC through the
DWAC system. The Holder shall deliver this original Warrant, or an indemnification undertaking with respect to
such Warrant in the case of its loss, theft or destruction, at such time that this Warrant is fully exercised. With
respect to partial exercises of this Warrant, the Issuer shall keep written records for the Holder of the number of
shares of Warrant Stock exercised as of each date of exercise.

(e) Compensation for Buy-In on Failure to Timely Deliver Certificates Upon Exercise.

(1 The Issuer understands that a delay in the delivery of the shares of Common Stock upon
exercise of this Warrant beyond the Delivery Date could result in economic loss to the Holder. If the Issuer
fails to deliver to the Holder such shares via DWAC or a certificate or certificates pursuant to this Section
hereunder by the Delivery Date, the Issuer shall pay to the Holder, in cash, for each $500 of Warrant Shares
(based on the Closing Price of the Common Stock on the date such Securities are submitted to the Issuer’s
transfer agent), $5 per Trading Day (increasing to $10 per Trading Day five (5) Trading Days after such
damages have begun to accrue and increasing to $15 per Trading Day ten (10) Trading Days after such
damages have begun to accrue) for each Trading Day after the Delivery Date until such certificate is
delivered (which amount shall be paid as liquidated damages and not as a penalty). Nothing herein shall
limit a Holder’s right to pursue actual damages for the Issuer’s failure to deliver certificates representing
any Securities as required by the Transaction Documents, and the Holder shall have the right to pursue all
remedies available to it at law or in equity including, without limitation, a decree of specific performance
and/or injunctive relief. Notwithstanding anything to the contrary contained herein, the Holder shall be
entitled to withdraw an Exercise Notice, and upon such withdrawal the Issuer shall only be obligated to pay
the liquidated damages accrued in accordance with this Section 2(e)(i) through the date the Exercise Notice
is withdrawn.

(i) In addition to any other rights available to the Holder, if the Issuer fails to cause its
transfer agent to transmit to the Holder a certificate or certificates representing the Warrant Stock pursuant



to an exercise on or before the Delivery Date, and if after such date the Holder is required by its broker to
purchase (in an open market transaction or otherwise) shares of Common Stock to deliver in satisfaction of
a sale by the Holder of the Warrant Stock which the Holder anticipated receiving upon such exercise (a
“Buy-In”), then the Issuer shall (1) pay in cash to the Holder the amount by which (x) the Holder’s total
purchase price (including brokerage commissions, if any) for the shares of Common Stock so purchased
exceeds (y) the amount obtained by multiplying (A) the number of shares of Warrant Stock that the Issuer
was required to deliver to the Holder in connection with the exercise at issue times (B) the price at which
the sell order giving rise to such purchase obligation was executed, and (2) at the option of the Holder,
either reinstate the portion of the Warrant and equivalent number of shares of Warrant Stock for which such
exercise was not honored or deliver to the Holder the number of shares of Common Stock that would have
been issued had the Issuer timely complied with its exercise and delivery obligations hereunder. For
example, if the Holder purchases Common Stock having a total purchase price of $11,000 to cover a Buy-
In with respect to an attempted exercise of shares of Common Stock with an aggregate sale price giving
rise to such purchase obligation of $10,000, under clause (1) of the immediately preceding sentence the
Issuer shall be required to pay the Holder $1,000. The Holder shall provide the Issuer written notice
indicating the amounts payable to the Holder in respect of the Buy-In, together with applicable
confirmations and other evidence reasonably requested by the Issuer. Nothing herein shall limit a Holder’s
right to pursue any other remedies available to it hereunder, at law or in equity including, without
limitation, a decree of specific performance and/or injunctive relief with respect to the Issuer’s failure to
timely deliver certificates representing shares of Common Stock upon exercise of this Warrant as required
pursuant to the terms hereof.

(j)] Transferability of Warrant. Subject to Section 2(h) hereof, this Warrant may be transferred by a
Holder, in whole or in part, subject only to the restrictions specified in the Purchase Agreement. If transferred
pursuant to this paragraph, this Warrant may be transferred on the books of the Issuer by the Holder hereof in person
or by duly authorized attorney, upon surrender of this Warrant at the principal office of the Issuer, properly endorsed
(by the Holder executing an assignment in the form attached hereto) and upon payment of any necessary transfer tax
or other governmental charge imposed upon such transfer. This Warrant is exchangeable at the principal office of
the Issuer for Warrants to purchase the same aggregate number of shares of Warrant Stock, each new Warrant to
represent the right to purchase such number of shares of Warrant Stock as the Holder hereof shall designate at the
time of such exchange. All Warrants issued on transfers or exchanges shall be dated the Original Issue Date and
shall be identical with this Warrant except as to the number of shares of Warrant Stock issuable pursuant thereto.

(9) Continuing Rights of Holder. The Issuer will, at the time of or at any time after each exercise of
this Warrant, upon the request of the Holder hereof, acknowledge in writing the extent, if any, of its continuing
obligation to afford to such Holder all rights to which such Holder shall continue to be entitled after such exercise in
accordance with the terms of this Warrant, provided that if any such Holder shall fail to make any such request, the
failure shall not affect the continuing obligation of the Issuer to afford such rights to such Holder.

(h) Compliance with Securities Laws.

M The Holder of this Warrant, by acceptance hereof, acknowledges that this Warrant and
the shares of Warrant Stock to be issued upon exercise hereof are being acquired solely for the Holder’s
own account and not as a nominee for any other party, and for investment, and that the Holder will not
offer, sell or otherwise dispose of this Warrant or any shares of Warrant Stock to be issued upon exercise
hereof except pursuant to an effective registration statement, or an exemption from registration, under the
Securities Act and any applicable state securities laws.

(i) Except as provided in paragraph (iii) below, this Warrant and all certificates representing
shares of Warrant Stock issued upon exercise hereof shall be stamped or imprinted with a legend in
substantially the following form:

THIS WARRANT AND THE SHARES OF COMMON STOCK ISSUABLE
UPON EXERCISE HEREOF HAVE NOT BEEN REGISTERED UNDER THE
SECURITIES ACT OF 1933, AS AMENDED (THE “SECURITIES ACT”) OR
ANY STATE SECURITIES LAWS AND MAY NOT BE SOLD,
TRANSFERRED OR OTHERWISE DISPOSED OF UNLESS REGISTERED



UNDER THE SECURITIES ACT AND UNDER APPLICABLE STATE
SECURITIES LAWS OR THE ISSUER SHALL HAVE RECEIVED AN
OPINION OF COUNSEL REASONABLY SATISFACTORY TO THE
ISSUER THAT REGISTRATION OF SUCH SECURITIES UNDER THE
SECURITIES ACT AND UNDER THE PROVISIONS OF APPLICABLE
STATE SECURITIES LAWS IS NOT REQUIRED.

(iii) The Issuer agrees to reissue this Warrant or certificates representing any of the Warrant
Stock, without the legend set forth above if at such time, prior to making any transfer of any such
securities, the Holder shall give written notice to the Issuer describing the manner and terms of such
transfer. Such proposed transfer will not be effected until: (a) either (i) the Issuer has received an opinion
of counsel reasonably satisfactory to the Issuer, to the effect that the registration of such securities under
the Securities Act is not required in connection with such proposed transfer, (ii) a registration statement
under the Securities Act covering such proposed disposition has been filed by the Issuer with the Securities
and Exchange Commission and has become effective under the Securities Act, (iii) the Issuer has received
other evidence reasonably satisfactory to the Issuer that such registration and qualification under the
Securities Act and state securities laws are not required, or (iv) the Holder provides the Issuer with
reasonable assurances that such security can be sold pursuant to Rule 144 under the Securities Act; and (b)
either (i) the Issuer has received an opinion of counsel reasonably satisfactory to the Issuer, to the effect
that registration or qualification under the securities or “blue sky” laws of any state is not required in
connection with such proposed disposition, or (ii) compliance with applicable state securities or “blue sky”
laws has been effected or a valid exemption exists with respect thereto. The Issuer will respond to any such
notice from a holder within three (3) Trading Days. In the case of any proposed transfer under this Section
2(h), the Issuer will use reasonable efforts to comply with any such applicable state securities or “blue sky”
laws, but shall in no event be required, (x) to qualify to do business in any state where it is not then
qualified, (y) to take any action that would subject it to tax or to the general service of process in any state
where it is not then subject, or (z) to comply with state securities or “blue sky” laws of any state for which
registration by coordination is unavailable to the Issuer. The restrictions on transfer contained in this
Section 2(h) shall be in addition to, and not by way of limitation of, any other restrictions on transfer
contained in any other section of this Warrant. Whenever a certificate representing the Warrant Stock is
required to be issued to the Holder without a legend, in lieu of delivering physical certificates representing
the Warrant Stock, the Issuer shall cause its transfer agent to electronically transmit the Warrant Stock to
the Holder by crediting the account of the Holder’s Prime Broker with DTC through its DWAC system (to
the extent not inconsistent with any provisions of this Warrant or the Purchase Agreement).

(i Accredited Investor Status. In no event may the Holder exercise this Warrant in whole or in part
unless the Holder is an “accredited investor” as defined in Regulation D under the Securities Act.

()] No Mandatory Redemption. This Warrant may not be called or redeemed by the Issuer without
the written consent of the Holder.

(K) Consent to Change in Control Transaction. Notwithstanding anything contained herein, the
Company shall not enter into any Change in Control Transaction without the consent of the Majority Holders as set
forth in Section 3.18(e) of the Purchase Agreement.

3. Stock Fully Paid; Reservation and Listing of Shares; Covenants.

€)] Stock Fully Paid. The Issuer represents, warrants, covenants and agrees that all shares of Warrant
Stock which may be issued upon the exercise of this Warrant or otherwise hereunder will, when issued in
accordance with the terms of this Warrant, be duly authorized, validly issued, fully paid and non-assessable and free
from all taxes, liens and charges created by or through the Issuer. The Issuer further covenants and agrees that
during the period within which this Warrant may be exercised, the Issuer will at all times have authorized and
reserved for the purpose of the issuance upon exercise of this Warrant a number of authorized but unissued shares of
Common Stock equal to at least one hundred percent (100%) of the number of shares of Common Stock issuable
upon exercise of this Warrant without regard to any limitations on exercise.



(b) Reservation. If any shares of Common Stock required to be reserved for issuance upon exercise of
this Warrant or as otherwise provided hereunder require registration or qualification with any Governmental
Authority under any federal or state law before such shares may be so issued, the Issuer will in good faith use its
best efforts as expeditiously as possible at its expense to cause such shares to be duly registered or qualified. If the
Issuer shall list any shares of Common Stock on any securities exchange or market it will, at its expense, list
thereon, and maintain and increase when necessary such listing, of, all shares of Warrant Stock from time to time
issued upon exercise of this Warrant or as otherwise provided hereunder (provided that such Warrant Stock has been
registered pursuant to a registration statement under the Securities Act then in effect), and, to the extent permissible
under the applicable securities exchange rules, all unissued shares of Warrant Stock which are at any time issuable
hereunder, so long as any shares of Common Stock shall be so listed. The Issuer will also so list on each securities
exchange or market, and will maintain such listing of, any other securities which the Holder of this Warrant shall be
entitled to receive upon the exercise of this Warrant if at the time any securities of the same class shall be listed on
such securities exchange or market by the Issuer.

(© Loss, Theft, Destruction of Warrants. Upon receipt of evidence satisfactory to the Issuer of the
ownership of and the loss, theft, destruction or mutilation of any Warrant and, in the case of any such loss, theft or
destruction, upon receipt of indemnity or security satisfactory to the Issuer or, in the case of any such mutilation,
upon surrender and cancellation of such Warrant, the Issuer will make and deliver, in lieu of such lost, stolen,
destroyed or mutilated Warrant, a new Warrant of like tenor and representing the right to purchase the same number
of shares of Common Stock.

(d) Payment of Taxes. The Issuer will pay any documentary stamp taxes attributable to the initial
issuance of the Warrant Stock issuable upon exercise of this Warrant; provided, however, that the Issuer shall not be
required to pay any tax or taxes which may be payable in respect of any transfer involved in the issuance or delivery
of any certificates representing Warrant Stock in a name other than that of the Holder in respect to which such
shares are issued.

4. Adjustment of Warrant Price and Number of Shares Issuable Upon Exercise. The Warrant Price
and the number of shares of Warrant Stock that may be purchased upon exercise of this Warrant shall be subject to
adjustment from time to time as set forth in this Section 4. The Issuer shall give the Holder notice of any event
described below which requires an adjustment pursuant to this Section 4 in accordance with the notice provisions set
forth in Section 5.

€)] Recapitalization, Reorganization, Reclassification, Consolidation, Merger or Sale. In case the
Issuer after the Original Issue Date shall do any of the following (each, a “Triggering Event”): (a) consolidate or
merge with or into any other Person and the Issuer shall not be the continuing or surviving corporation of such
consolidation or merger, or (b) permit any other Person to consolidate with or merge into the Issuer and the Issuer
shall be the continuing or surviving Person but, in connection with such consolidation or merger, any Capital Stock
of the Issuer shall be changed into or exchanged for Securities of any other Person or cash or any other property, or
(c) transfer all or substantially all of its properties or assets to any other Person, or (d) effect a capital reorganization
or reclassification of its Capital Stock, then, and as a condition to each such Triggering Event, proper and adequate
provision shall be made so that, upon the basis and the terms and in the manner provided in this Warrant, the Holder
of this Warrant shall be entitled upon the exercise hereof at any time after the consummation of such Triggering
Event, to the extent this Warrant is not exercised prior to such Triggering Event, to receive at the Warrant Price in
effect at the time immediately prior to the consummation of such Triggering Event in lieu of the Common Stock
issuable upon such exercise of this Warrant prior to such Triggering Event, the Securities, cash and property to
which such Holder would have been entitled upon the consummation of such Triggering Event if such Holder had
exercised the rights represented by this Warrant immediately prior thereto (including the right of a shareholder to
elect the type of consideration it will receive upon a Triggering Event), subject to adjustments (subsequent to such
corporate action) as nearly equivalent as possible to the adjustments provided for elsewhere in this Section 4;
provided, however, the Holder shall have the option to receive, in lieu of the foregoing right to receive such
securities, cash and property, an amount in cash equal to the value of this Warrant calculated in accordance with the
Black-Scholes formula. Notwithstanding the foregoing to the contrary, in the event of a Triggering Event, at the
request of the Holder delivered before the ninetieth (90™) day after such Triggering Event, the Issuer shall pay to the
Holder an amount in cash equal to the value of the unexercised portion of this Warrant as of the date of such
Triggering Event calculated in accordance with the Black-Scholes formula within five (5) days of such request.




(b) Stock Dividends, Subdivisions and Combinations. If at any time the Issuer shall:

(1 make or issue or set a record date for the holders of the Common Stock for the
purpose of entitling them to receive a dividend payable in, or other distribution of, shares of Common
Stock,

(i) subdivide its outstanding shares of Common Stock into a larger number of

shares of Common Stock, or

(iii) combine its outstanding shares of Common Stock into a smaller number of
shares of Common Stock,

then (1) the number of shares of Common Stock for which this Warrant is exercisable immediately after the
occurrence of any such event shall be adjusted to equal the number of shares of Common Stock which a record
holder of the same number of shares of Common Stock for which this Warrant is exercisable immediately prior to
the occurrence of such event would own or be entitled to receive after the happening of such event, and (2) the
Warrant Price then in effect shall be adjusted to equal (A) the Warrant Price then in effect multiplied by the number
of shares of Common Stock for which this Warrant is exercisable immediately prior to the adjustment divided by
(B) the number of shares of Common Stock for which this Warrant is exercisable immediately after such
adjustment.

(© Certain Other Distributions. If at any time the Issuer shall make or issue or set a record date for
the holders of the Common Stock for the purpose of entitling them to receive any dividend or other distribution of:

(M cash (other than a cash dividend payable out of earnings or earned surplus
legally available for the payment of dividends under the laws of the jurisdiction of incorporation of the
Issuer),

(i) any evidences of its indebtedness, any shares of stock of any class or any other

securities or property of any nature whatsoever (other than cash, Common Stock Equivalents or Additional
Shares of Common Stock), or

(iii) any warrants or other rights to subscribe for or purchase any evidences of its
indebtedness, any shares of stock of any class or any other securities or property of any nature whatsoever
(other than cash, Common Stock Equivalents or Additional Shares of Common Stock),

then (1) the number of shares of Common Stock for which this Warrant is exercisable shall be adjusted to equal the
product of the number of shares of Common Stock for which this Warrant is exercisable immediately prior to such
adjustment multiplied by a fraction (A) the numerator of which shall be the Per Share Market Value of Common
Stock at the date of taking such record and (B) the denominator of which shall be such Per Share Market Value
minus the amount allocable to one share of Common Stock of any such cash so distributable and of the fair value (as
determined in good faith by the Board of Directors of the Issuer and supported by an opinion from an investment
banking firm mutually agreed upon by the Issuer and the Holder) of any and all such evidences of indebtedness,
shares of stock, other securities or property or warrants or other subscription or purchase rights so distributable, and
(2) the Warrant Price then in effect shall be adjusted to equal (A) the Warrant Price then in effect multiplied by the
number of shares of Common Stock for which this Warrant is exercisable immediately prior to the adjustment
divided by (B) the number of shares of Common Stock for which this Warrant is exercisable immediately after such
adjustment. A reclassification of the Common Stock (other than a change in par value, or from par value to no par
value or from no par value to par value) into shares of Common Stock and shares of any other class of stock shall be
deemed a distribution by the Issuer to the holders of its Common Stock of such shares of such other class of stock
within the meaning of this Section 4(c) and, if the outstanding shares of Common Stock shall be changed into a
larger or smaller number of shares of Common Stock as a part of such reclassification, such change shall be deemed
a subdivision or combination, as the case may be, of the outstanding shares of Common Stock within the meaning of
Section 4(b).

(d) Issuance of Additional Shares of Common Stock. In the event the Issuer shall at any time
following the Original Issuance Date issue any Additional Shares of Common Stock (otherwise than as provided in




the foregoing subsections (b) through (c) of this Section 4), at a price per share less than the Warrant Price then in
effect or without consideration, then the Warrant Price upon each such issuance shall be adjusted to the price equal
to the consideration per share paid for such Additional Shares of Common Stock.

(e) Issuance of Common Stock Equivalents. In the event the Issuer shall at any time following the
Original Issuance Date take a record of the holders of its Common Stock for the purpose of entitling them to receive
a distribution of, or shall in any manner (whether directly or by assumption in a merger in which the Issuer is the
surviving corporation) issue or sell, any Common Stock Equivalents, whether or not the rights to exchange or
convert thereunder are immediately exercisable, and the price per share for which Common Stock is issuable upon
such conversion or exchange shall be less than the Warrant Price in effect immediately prior to the time of such
issue or sale, or if, after any such issuance of Common Stock Equivalents, the price per share for which Additional
Shares of Common Stock may be issuable thereafter is amended or adjusted, and such price as so amended shall be
less than the Warrant Price in effect at the time of such amendment or adjustment, then the Warrant Price then in
effect shall be adjusted as provided in Section 4(d). No further adjustments of the number of shares of Common
Stock for which this Warrant is exercisable and the Warrant Price then in effect shall be made upon the actual issue
of such Common Stock upon conversion or exchange of such Common Stock Equivalents.

® Other Provisions applicable to Adjustments under this Section. The following provisions shall be
applicable to the making of adjustments of the number of shares of Common Stock for which this Warrant is
exercisable and the Warrant Price then in effect provided for in this Section 4:

(M Computation of Consideration. To the extent that any Additional Shares of Common
Stock or any Common Stock Equivalents (or any warrants or other rights therefor) shall be issued for cash
consideration, the consideration received by the Issuer therefor shall be the amount of the cash received by the Issuer
therefor, or, if such Additional Shares of Common Stock or Common Stock Equivalents are offered by the Issuer for
subscription, the subscription price, or, if such Additional Shares of Common Stock or Common Stock Equivalents
are sold to underwriters or dealers for public offering without a subscription offering, the initial public offering price
(in any such case subtracting any amounts paid or receivable for accrued interest or accrued dividends and without
taking into account any compensation, discounts or expenses paid or incurred by the Issuer for and in the
underwriting of, or otherwise in connection with, the issuance thereof). In connection with any merger or
consolidation in which the Issuer is the surviving corporation (other than any consolidation or merger in which the
previously outstanding shares of Common Stock of the Issuer shall be changed to or exchanged for the stock or
other securities of another corporation), the amount of consideration therefore shall be, deemed to be the fair value,
as determined reasonably and in good faith by the Board, of such portion of the assets and business of the
nonsurviving corporation as the Board may determine to be attributable to such shares of Common Stock or
Common Stock Equivalents, as the case may be. The consideration for any Additional Shares of Common Stock
issuable pursuant to any warrants or other rights to subscribe for or purchase the same shall be the consideration
received by the Issuer for issuing such warrants or other rights plus the additional consideration payable to the Issuer
upon exercise of such warrants or other rights. The consideration for any Additional Shares of Common Stock
issuable pursuant to the terms of any Common Stock Equivalents shall be the consideration received by the Issuer
for issuing warrants or other rights to subscribe for or purchase such Common Stock Equivalents, plus the
consideration paid or payable to the Issuer in respect of the subscription for or purchase of such Common Stock
Equivalents, plus the additional consideration, if any, payable to the Issuer upon the exercise of the right of
conversion or exchange in such Common Stock Equivalents. In the event of any consolidation or merger of the
Issuer in which the Issuer is not the surviving corporation or in which the previously outstanding shares of Common
Stock of the Issuer shall be changed into or exchanged for the stock or other securities of another corporation, or in
the event of any sale of all or substantially all of the assets of the Issuer for stock or other securities of any
corporation, the Issuer shall be deemed to have issued a number of shares of its Common Stock for stock or
securities or other property of the other corporation computed on the basis of the actual exchange ratio on which the
transaction was predicated, and for a consideration equal to the fair market value on the date of such transaction of
all such stock or securities or other property of the other corporation. In the event any consideration received by the
Issuer for any securities consists of property other than cash, the fair market value thereof at the time of issuance or
as otherwise applicable shall be as determined in good faith by the Board. In the event Common Stock is issued
with other shares or securities or other assets of the Issuer for consideration which covers both, the consideration
computed as provided in this Section 4(f)(i) shall be allocated among such securities and assets as determined in
good faith by the Board.




(i) When Adjustments to Be Made. The adjustments required by this Section 4 shall be
made whenever and as often as any specified event requiring an adjustment shall occur, except that any adjustment
of the number of shares of Common Stock for which this Warrant is exercisable that would otherwise be required
may be postponed (except in the case of a subdivision or combination of shares of the Common Stock, as provided
for in Section 4(b)) up to, but not beyond the date of exercise if such adjustment either by itself or with other
adjustments not previously made adds or subtracts less than one percent (1%) of the shares of Common Stock for
which this Warrant is exercisable immediately prior to the making of such adjustment. Any adjustment representing
a change of less than such minimum amount (except as aforesaid) which is postponed shall be carried forward and
made as soon as such adjustment, together with other adjustments required by this Section 4 and not previously
made, would result in a minimum adjustment or on the date of exercise. For the purpose of any adjustment, any
specified event shall be deemed to have occurred at the close of business on the date of its occurrence.

(iii) Fractional Interests. In computing adjustments under this Section 4, fractional interests in
Common Stock shall be taken into account to the nearest one one-hundredth (1/100™) of a share.

(iv) When Adjustment Not Required. If the Issuer shall take a record of the holders of its
Common Stock for the purpose of entitling them to receive a dividend or distribution or subscription or purchase
rights and shall, thereafter and before the distribution to stockholders thereof, legally abandon its plan to pay or
deliver such dividend, distribution, subscription or purchase rights, then thereafter no adjustment shall be required
by reason of the taking of such record and any such adjustment previously made in respect thereof shall be rescinded
and annulled.

()] Form of Warrant after Adjustments. The form of this Warrant need not be changed because of any
adjustments in the Warrant Price or the number and kind of Securities purchasable upon the exercise of this Warrant.

(h) Escrow of Warrant Stock. If after any property becomes distributable pursuant to this Section 4
by reason of the taking of any record of the holders of Common Stock, but prior to the occurrence of the event for
which such record is taken, and the Holder exercises this Warrant, any shares of Common Stock issuable upon
exercise by reason of such adjustment shall be deemed the last shares of Common Stock for which this Warrant is
exercised (notwithstanding any other provision to the contrary herein) and such shares or other property shall be
held in escrow for the Holder by the Issuer to be issued to the Holder upon and to the extent that the event actually
takes place, upon payment of the current Warrant Price. Notwithstanding any other provision to the contrary herein,
if the event for which such record was taken fails to occur or is rescinded, then such escrowed shares shall be
cancelled by the Issuer and escrowed property returned.

(i Certain Issues Excepted. Anything herein to the contrary notwithstanding, the Maker shall not be
required to make any adjustment to the Warrant Price in connection with securities issued by the Maker in a
Permitted Financing.

5. Notice of Adjustments. Whenever the Warrant Price or Warrant Share Number shall be adjusted
pursuant to Section 4 hereof (for purposes of this Section 5, each an “adjustment”), the Issuer shall cause its Chief
Financial Officer to prepare and execute a certificate setting forth, in reasonable detail, the event requiring the
adjustment, the amount of the adjustment, the method by which such adjustment was calculated (including a
description of the basis on which the Board made any determination hereunder), and the Warrant Price and Warrant
Share Number after giving effect to such adjustment, and shall cause copies of such certificate to be delivered to the
Holder of this Warrant promptly after each adjustment. Any dispute between the Issuer and the Holder of this
Warrant with respect to the matters set forth in such certificate may at the option of the Holder of this Warrant be
submitted to a national or regional accounting firm reasonably acceptable to the Issuer and the Holder, provided that
the Issuer shall have ten (10) days after receipt of notice from such Holder of its selection of such firm to object
thereto, in which case such Holder shall select another such firm and the Issuer shall have no such right of objection.
The firm selected by the Holder of this Warrant as provided in the preceding sentence shall be instructed to deliver a
written opinion as to such matters to the Issuer and such Holder within thirty (30) days after submission to it of such
dispute. Such opinion shall be final and binding on the parties hereto. The costs and expenses of the initial
accounting firm shall be paid equally by the Issuer and the Holder and, in the case of an objection by the Issuer, the
costs and expenses of the subsequent accounting firm shall be paid in full by the Issuer.




6. Fractional Shares. No fractional shares of Warrant Stock will be issued in connection with any
exercise hereof, but in lieu of such fractional shares, the Issuer shall round the number of shares to be issued upon
exercise up to the nearest whole number of shares.

7. Ownership Caps and Certain Exercise Restrictions.

(@) Notwithstanding anything to the contrary set forth in this Warrant, at no time may a Holder of
this Warrant exercise any portion of this Warrant if the number of shares of Common Stock to be issued pursuant to
such exercise would exceed, when aggregated with all other shares of Common Stock beneficially owned by such
Holder at such time, the number of shares of Common Stock which would result in such Holder beneficially owning
(as determined in accordance with Section 13(d) of the Exchange Act and the rules thereunder) in excess of 4.99%
of the then issued and outstanding shares of Common Stock; provided, however, that upon a holder of this Warrant
providing the Issuer with sixty-one (61) days notice (pursuant to Section 12 hereof) (the “Waiver Notice”) that such
Holder would like to waive this Section 7(a) with regard to any or all shares of Common Stock issuable upon
exercise of this Warrant, this Section 7(a) will be of no force or effect with regard to all or a portion of the Warrant
referenced in the Waiver Notice; provided, further, that this provision shall be of no further force or effect during the
sixty-one (61) days immediately preceding the expiration of the term of this Warrant. In all circumstances, exercise
of this Warrant shall be deemed to be the Holder’s representation that such exercise conforms to the provisions of
this Section 7(a) and the Issuer shall be under no obligation to verify or ascertain compliance by the Holder with this
provision.

(b) The Holder may not exercise the Warrant hereunder to the extent such exercise would
result in the Holder beneficially owning (as determined in accordance with Section 13(d) of the Exchange Act and
the rules thereunder) in excess of 9.99% of the then issued and outstanding shares of Common Stock, including
shares issuable upon exercise of the Warrant held by the Holder after application of this Section; provided, however,
that upon a holder of this Warrant providing the Issuer with a Waiver Notice that such holder would like to waive
this Section 7(b) with regard to any or all shares of Common Stock issuable upon exercise of this Warrant, this
Section 7(b) shall be of no force or effect with regard to those shares of Warrant Stock referenced in the Waiver
Notice; provided, further, that this provision shall be of no further force or effect during the sixty-one (61) days
immediately preceding the expiration of the term of this Warrant. In all circumstances, exercise of this Warrant
shall be deemed to be the Holder’s representation that such exercise conforms to the provisions of this Section 7(b)
and the Issuer shall be under no obligation to verify or ascertain compliance by the Holder with this provision.

8. Definitions. For the purposes of this Warrant, the following terms have the following meanings:

“Additional Shares of Common Stock” means all shares of Common Stock issued by the Issuer
after the Original Issue Date, and all shares of Other Common, if any, issued by the Issuer after the Original
Issue Date, except for those issued in a Permitted Financing.

“Board” shall mean the Board of Directors of the Issuer.

“Capital Stock” means and includes (i) any and all shares, interests, participations or other
equivalents of or interests in (however designated) corporate stock, including, without limitation, shares of
preferred or preference stock, (ii) all partnership interests (whether general or limited) in any Person which
is a partnership, (iii) all membership interests or limited liability company interests in any limited liability
company, and (iv) all equity or ownership interests in any Person of any other type.

“Certificate of Incorporation” means the Certificate of Incorporation of the Issuer as in effect on
the Original Issue Date, and as hereafter from time to time amended, modified, supplemented or restated in
accordance with the terms hereof and thereof and pursuant to applicable law.

“Common Stock” means the Common Stock, $0.001 par value per share, of the