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Ebix, Inc. and Subsidiaries
Condensed Consolidated Balance Sheets
(In thousands, except for share and per share amounts)

March 31, December 31,
2004 2003
(Unaudited )
ASSETS
Current assets:
Cash and cash equivalents $ 5961 $ 7,915
Accounts receivable, less allowance of $260 and $356 3,534 1,787
Other current assets 485 364
Total current assets 9,980 10,066
Property and equipment, net 1,469 1,353
Capitalized software, net 82 109
Intangible assets, net 3,450 —
Goodwill 6,055 123
Other assets 371 320
Total assets $ 21,407 $ 11,971

LIABILITIES AND STOCKHOLDERS’ EQUITY
Current liabilities:

Accounts payable and accrued expenses $ 1934 $ 1,778
Accrued payroll and related benefits 1,292 1,287
Current portion of long term debt 500 —
Current portion of capital lease obligations 43 73
Deferred revenue 2,689 2,141

Total current liabilities 6,458 5,279
Long term debt, less current portion 1,726 —
Redeemable common stock (200,000 and 0 shares issued and outstanding at March 31, 2004

and December 31, 2003, respectively) stated at redemption price 2,700 —

Stockholders’ equity:
Convertible Series D Preferred stock, $.10 par value, 2,000,000 shares authorized, no shares

issued and outstanding — —
Common stock, $.10 par value, 40,000,000 shares authorized, 2,738,990 and 2,316,767 shares

issued and outstanding, respectively 274 232
Additional paid-in capital 91,951 88,706
Deferred compensation (406) (436)
Accumulated deficit (81,805) (82,251)
Accumulated other comprehensive income 509 441
Total stockholders’ equity 10,523 6,692
Total liabilities and stockholders’ equity $ 21,407 $ 11,971

See accompanying notes to condensed consolidated financial statements.
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Ebix, Inc. and Subsidiaries
Condensed Consolidated Statements of Operations
(In thousands, except per share data)
(Unaudited)

Three Months Ended March 31,

2004 2003

Revenue:
Software $ 227 $ 210
Services and other 3,707 3,402

Total revenue 3,934 3,612
Operating expenses:
Services and other costs 1,163 1,005
Product development 560 360
Sales and marketing 273 461
General and administrative 1,387 1,164

Total operating expenses 3,383 2,990

Operating income 551 622
Interest income 27 15
Interest expense 2 (5)
Foreign exchange gain (loss) 10 (49)
Income before income taxes 586 583
Income tax expense (140) (67)
Net income $ 446 $ 516
Basic earnings per common share $ 017 $ 0.23
Diluted earnings per common share $ 015 $ 0.23
Basic weighted average shares outstanding 2,586 2,291
Diluted weighted average shares outstanding 2,917 2,291

See accompanying notes to condensed consolidated financial statements.
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Ebix, Inc. and Subsidiaries
Condensed Consolidated Statements of Cash Flows
(In thousands)
(Unaudited)

Cash flows from operating activities:
Net income
Adjustments to reconcile net income to net cash (used in) provided by operating
activities:
Depreciation and amortization
Stock-based compensation
Provision for doubtful accounts
Changes in assets and liabilities, net of effect of acquisition:
Accounts receivable
Other assets
Accounts payable and accrued expenses
Accrued payroll and related benefits
Deferred revenue
Net cash (used in) provided by operating activities
Cash flows from investing activities:
Acquisition of LifeLink, net of cash acquired
Capital expenditures
Net cash used in investing activities
Cash flows from financing activities:
Proceeds from the issuance of common stock, net of issuance costs
Principal payments under capital lease obligations
Net cash provided by (used in) financing activities
Effect of foreign exchange rates on cash
Net change in cash and cash equivalents
Cash and cash equivalents at the beginning of the period
Cash and cash equivalents at the end of the period

Supplemental disclosures of cash flow information:
Interest paid
Income taxes paid

Supplemental schedule of noncash investing activities:

During the first quarter of 2004, the Company purchased all of the capital stock of LifeLink
Corporation for consideration which included 200,000 shares of common stock valued at
$3,000,000, cash of $5,000,000, and a note payable of $2,226,000.

See accompanying notes to condensed consolidated financial statements.
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Three Months Ended March 31,

2004 2003
$ 446 $ 516
201 97
40 6
23 35
(1,035) (495)
(72) 126
72 111
(205) 38
298 459
(232) 893
(4,634) —
(103) (120)
(4,737) (120)
2,977 —
(30) (27)
2,947 27)
68 (36)
(1,954) 710
7,915 4,993
$ 5961 $ 5,703
$ 2 $ 5
$ 84 $ —




Ebix, Inc. and Subsidiaries
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(UNAUDITED)

Note 1. BASIS OF PRESENTATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of presentation — These condensed consolidated financial statements are unaudited, include the accounts of Ebix, Inc. and its
wholly-owned subsidiaries (Ebix or “the Company”), and reflect all adjustments (consisting only of normal recurring adjustments)
which are, in the opinion of management, necessary for a fair presentation of the results of the interim periods.

On February 23, 2004, the Company acquired LifeLink Corporation (“LifeLink™). Under terms of the agreement, the Company
acquired all of the outstanding capital stock of LifeLink from its shareholders in exchange for an aggregate purchase price of
$10,226,000 (see note 7). The acquisition was accounted for as a purchase business combination.

These condensed consolidated financial statements should be read in conjunction with the consolidated financial statements, and
accompanying notes thereto, included in the Company’s Annual Report on Form 10-K for the year ended December 31, 2003.

The results of operations for the current interim period are not necessarily indicative of results to be expected for the entire current
year.

Certain prior period amounts have been reclassified to conform to the current period presentation.
Summary of significant accounting policies—

Revenue Recognition — We apply the provisions of Statement of Position (“SOP”) 97-2, “Software Revenue Recognition,” as
amended by Statement of Position 98-9, “Modification of SOP 97-2, Software Revenue Recognition, With Respect to Certain
Transactions,” to all transactions involving the sale of software.

In May 2003, the FASB finalized the terms of Emerging Issues Task Force (EITF) Issue No. 00-21, “Revenue Arrangements with
Multiple Deliverables, which provides criteria governing how to identify whether goods or services that are to be delivered separately
in a bundled sales arrangement should be accounted for separately. Deliverables are accounted for separately if they meet all of the
following: a) the delivered items have stand-alone value to the customer; b) the fair value of any undelivered items can be reliably
determined; and c) if the delivery of the undelivered items is probable and substantially controlled by the seller. In situations where
the deliverables fall within the higher- level literature as defined by EITF 00-21 the Company applies the guidance in that higher-
level literature. Deliverables that do not meet these criteria are combined with one or more other deliverables. The Company adopted
EITF Issue No. 00-21 as of July 1, 2003 and now assesses all revenue arrangements against the criteria set forth in EITF Issue No. 00-
21.

The Company recognizes revenue for license fees from its software products upon delivery, provided that the fee is fixed and
determinable, acceptance has occurred, collectibility is reasonably assured and persuasive evidence of an arrangement exists.
Revenue from third party software is derived from the licensing of third party software products in connection with sales of the
Company’s software licenses, and is recognized upon delivery together with the Company’s license revenue.

Training, data conversion, installation, and consulting services are recognized as revenue when the services are performed and
collectibility is reasonably assured. Revenue for maintenance and support service is recognized ratably over the term of the support
agreement.

For arrangements containing multiple elements, revenue is recognized on delivered elements when vendor-specific objective evidence
(VSOE) of fair value has been established on the undelivered elements, applying the residual method of SOP 98-9. Fair value is
determined for each undelivered element based on the price charged for the sale of each element separately. In contracts that contain
first year maintenance bundled with software fees, unbundling of maintenance is based on the price charged for renewal maintenance.
Revenue for maintenance and support service is recognized ratably over the term of the support agreement.

For certain contracts where services are deemed essential to the functionality of the software and the software has not been accepted
by the customer, the software and related service revenue have been deferred until acceptance has taken place. In
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addition, all costs incurred in connection with these contracts have been expensed, as the Company has been unable to estimate the
total costs to achieve customer acceptance.

Revenues related to hosting arrangements, including EbixASP, are recognized ratably over the term of the agreement, including
monthly fees as well as any initial registration fees and related custom programming in accordance with Staff Accounting Bulletin
(“SAB”) 104 “Revenue Recognition”. Ebix.mall transaction fees are recognized as revenue as the transactions occur and revenue is
earned. Revenue is only recognized when collectiblity is reasonably assured.

Deferred revenue includes maintenance and support payments that have been received or billings recorded prior to performance,
amounts received under multi-element arrangements in which VSOE of undelivered elements does not exist, and initial registration
fees and related service fees under hosting agreements. Revenue is recognized when VSOE of the undelivered elements is
established, the elements are delivered, or the obligation to deliver the elements is extinguished.

Software arrangements involving significant customization, modification or production of the software are accounted for in
accordance with SOP 81-1, “Accounting for Performance on Construction-Type and Certain Production-Type Contracts,” using the
percentage-of-completion method. The Company recognizes revenue using actual hours worked as a percentage of total expected
hours required by the arrangement, provided that the fee is fixed and determinable and collection of the receivable is considered
probable.

For business process outsourcing agreements, which include call center services, services are primarily performed on a time and
material basis. Revenue is recognized when the service is performed.

Stock Options - At March 31, 2004, the Company had three stock-based employee compensation plans. The Company accounts for
stock options issued to employees in accordance with Accounting Principles Board (“APB”) Opinion No. 25, “Accounting for Stock
Issued to Employees.” The Company has adopted the disclosure only provisions of Statement of Financial Accounting Standards
(“SFAS”) No. 123, “Accounting for Stock-Based Compensation,” for options issued to employees, as well as the requirements of
SFAS No. 148, “Accounting for Stock Based Compensation — Transition and Disclosure.” Under APB Opinion No. 25,
compensation expense is recorded based on the difference, if any, on the measurement date, between the estimated fair value of the
Company’s stock and the exercise price of options to purchase that stock. Any resulting compensation expense is amortized on a
straight-line basis over the vesting period of the options.

The Company applies APB Opinion No. 25 and related interpretations in accounting for its employee stock-based compensation plans.
Had compensation cost for these stock-based compensation plans been determined based on the fair-value method prescribed by
SFAS No. 123, using the Black-Scholes option-pricing model, the Company’s net earnings and net earnings per share would have
been the pro forma amounts indicated below:

Three Months Ended

March 31, 2004 March 31, 2003

Net income, as reported $ 446,000 $ 516,000
Add: Stock-based employee compensation expense included in reported net

income, net of related tax effects 5,000 —
Deduct: Total stock-based employee compensation expense determined under

fair-value based method for all awards, net of related tax effects (394,000) (228,000)
Pro forma net income $ 57,000 $ 288,000
Basic earnings per share, as reported $ 017 $ 0.23
Diluted earnings per share, as reported $ 015 $ 0.23
Basic earnings per share, pro forma $ 002 $ 0.13
Diluted earnings per share, pro forma $ 002 $ 0.13

Non-employee Stock Compensation —The Company accounts for stock-based compensation issued to non-employees in accordance
with SFAS No. 123 and EITF Issue No. 96-18, “Accounting for Equity Instruments That Are Issued to Other Than Employees for
Acquiring, or in conjunction with Selling Goods or Services.” SFAS No. 123 establishes a fair value-based method of accounting for
stock-based compensation plans. Under the fair-value based method, compensation cost is measured at
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the grant date based on the value of the award, which is calculated using an option pricing model, and is recognized over the service
period, which is usually the vesting period.

Note 2. STOCK OPTIONS
During the first quarter of 2004, the Company did not grant any stock options.

The Company has granted stock options outside the Company’s stock option plans to non-employee consultants to purchase up to an
aggregate of 57,000 shares, of which options to purchase 34,500 shares were outstanding at March 31, 2004. These options were
granted at prices determined by the Board of Directors (at no less than 100 percent of the market price on the date of grant). The
options have a four-year vesting period and must be exercised within ten years of the date of the grant. These non-employee options
were valued using the fair value method as prescribed by SFAS No. 123 using the following assumptions: volatility of 88%, risk free
interest rate of 3.76% and a 10-year term. Options issued prior to 2001 are performance-based awards, with no service commitment
and subject to vesting only if the Company’s stock price reaches a certain level. Options issued in 2001 vest over four years, but
vesting accelerates if a performance target is achieved. At March 31, 2004, non-employee options to purchase 7,461 shares were
vested. The Company recognized compensation expense of approximately $34,000 and $6,000 related to these options during the
three-month periods ended March 31, 2004 and March 31, 2003, respectively.

During 2003, the Company granted in-the-money options with a four year vesting period to purchase 25,000 shares of the Company’s
common stock to an employee who is the brother of the Chief Executive Officer, in connection with his joining the Company. This
grant was not subject to any of the Company’s stock option plans. The Company recognized compensation expense of approximately
$6,000 related to these options during the three-month period ended March 31, 2004.

Note 3. EARNINGS PER SHARE

Basic earnings per share (“EPS”) is equal to net income divided by the weighted average number of shares of common stock
outstanding for the period. The weighted average number of shares outstanding for the three months ended March 31, 2004 and
March 31, 2003 was 2,586,000 and 2,291,000, respectively. Diluted EPS is calculated as if the Company had additional common stock
outstanding from the beginning of the year or the date of grant for all common stock equivalents, net of assumed repurchased shares
using the treasury stock method. Diluted EPS recognizes the dilutive effect of common stock equivalents and is equal to net income
divided by the sum of the weighted average number of shares outstanding and common stock equivalents. For the three months ended
March 31, 2004 and March 31, 2003, the Company’s common stock equivalents consisted of stock options. For the three months
ended March 31, 2004, the effect of this calculation resulted in an increase in the weighted average number of shares outstanding of
331,000. At March 31, 2004, the fully diluted weighted average number of shares outstanding was 2,917,000. For the three months
ended March 31, 2003, there was no effect on the weighted average number of shares outstanding. At March 31, 2004, there were
328,000 shares potentially issuable with respect to stock options, which could dilute EPS in the future which were excluded from the
diluted EPS calculation because their effect was antidilutive. At March 31, 2003, there were 600,000 shares potentially issuable with
respect to stock options, which could dilute EPS in the future which were excluded from the diluted EPS calculation because their
effect was antidilutive.

Note 4. COMPREHENSIVE INCOME

Three Months Ended March 31,

2004 2003
Net income $ 446,000 $ 516,000
Other comprehensive income — foreign currency
translation adjustment 68,000 (36,000)
Comprehensive income $ 514,000 $ 480,000

Note 5. RELATED PARTY TRANSACTIONS

In 2001, the Company issued 868,000 shares of its common stock to BRIT Insurance Holdings PLC (“BRiT”), for $7,000,000. The
total shares held by BRI T at March 31, 2004 was 930,163, representing an equity ownership of approximately 34 percent. At
March 31, 2004 BRiT owned approximately 45% of CF Epic Insurance and General Fund, which owned approximately 8% of our
common stock.




The Company has entered into various software and service agreements with BRIiT. During the first quarter of 2004, approximately
$953,000 was recognized as revenue from BRIT and its affiliates. Total accounts receivable from BRIT and its affiliates at March 31,
2004 were $1,218,000. During the first quarter of 2003, approximately $805,000 was recognized as revenue from BRIT and its
affiliates. Total accounts receivable from BRIT and its affiliates at March 31, 2003 were $852,000.

Note 6. SALE OF UNREGISTERED COMMON STOCK

On January 16, 2004 the Company sold 222,223 shares of its unregistered common stock to CF Epic Insurance and General Fund, an
investment fund located in London of which BriT, at March 31, 2004, owned approximately 45% of the equity interests, for a total
price of $3,000,010, or $13.50 per share.

Note 7. ACQUISITION OF LIFELINK

On February 23, 2004, the Company acquired LifeLink Corporation (“LifeLink”), and the operations of LifeLink have been included
in the Company’s financial statements since that date. Under terms of the agreement, the Company acquired all of the outstanding
capital stock of LifeLink from its shareholders in exchange for an aggregate purchase price of $10,226,000, payable as follows:
$5,000,000 paid in cash at closing, $2,500,000 non-interest bearing note payable in cash in annual installments of $500,000 over five
years (present value computed as $2,226,000), and $3,000,000 payable in 200,000 shares of the common stock of the Company issued
at the time of closing. The Company also incurred approximately $71,000 of transaction costs in conjunction with the LifeLink
acquisition. In connection with the 200,000 shares of common stock issued subject to Rule 144, the former shareholder received from
Ebix the option to sell his stock back to Ebix subject to specified time frames and prices. In accordance with Financial Accounting
Standards Board (“FASB”) Statement 150, “Accounting for Certain Financial Instruments with Characteristics of both Liabilities and
Equity” and EITF Issue No. 00-19, “Accounting for Derivative Financial Instruments Indexed to, and Potentially Settled in, a
Company’s Own Stock”, the Company has classified $2,700,000 of the value of the common stock issued as a liability, “redeemable
common stock,” in the condensed consolidated balance sheet due to existence of the holder’s put option. At any time during the one
month period commencing on the date which is eighteen months after February 23, 2004 and ending nineteen months after

February 23, 2004, the holder of the redeemable common stock has a one-time right to require the Company to purchase all of the
holder’s 200,000 shares originally issued at a price of $2,700,000 minus the aggregate purchase price received by the holder from any
sales of these shares of common stock prior to the exercise of the put option. As of March 31, 2004, the holder has not sold any shares
of common stock received from this transaction.

The following table summarizes the estimated fair value of the LifeLink assets acquired and liabilities assumed at the date of
acquisition. These amounts are based upon the preliminary purchase price allocation which is subject to modification upon further
analysis by the Company.

February 23,
2004
Current assets $ 1,199,000
Property and equipment 119,000
Intangible assets 3,518,000
Goodwill 5,932,000
Total assets acquired 10,768,000
Current liabilities 471,000
Total liabilities assumed 471,000
Net assets acquired $ 10,297,000

Of the $3,518,000 of intangible assets acquired, $977,000 was assigned to developed technology with a remaining estimated useful
life of five years, $299,000 was assigned to trademarks with a remaining estimated useful life of five years and $2,242,000 was
assigned to customer relationships with a remaining estimated useful life of seven years. The Company recorded $68,000 of
amortization expense related to these intangible assets for the period ended March 31, 2004.
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Estimated Amortization Expenses:

For the year ended December 31, 2004 $ 491,000
For the year ended December 31, 2005 $ 575,000
For the year ended December 31, 2006 $ 575,000
For the year ended December 31, 2007 $ 575,000
For the year ended December 31, 2008 $ 575,000

The following unaudited pro forma financial information for the three months ended March 31, 2004 and March 31, 2003 presents the
consolidated operations of the Company as if the acquisition had been made on January 1, 2003, after giving effect to certain
adjustments for the pro forma acquisition as of the acquisition date. The unaudited pro forma financial information is provided for
informational purposes only and does not project the Company’s results of operations for any future period:

Three Months Ended

March 31,
2004 2003
Revenue $ 4,855,000 $ 4,945,000
Net income 406,000 433,000
Basic earnings per share $ 016 $ 0.19
Diuted earnings per share $ 014 $ 0.19

Note 8—L.ine of Credit:

The existing revolving line of credit with LaSalle National Bank Association was increased to $5,000,000 during February 2004 and
the agreement was amended in April 2004. There were no borrowings on this line as of March 31, 2004. The major features of the
line, as amended, include an interest rate stated at prime, security at 60% of the amount of the line in a restricted interest bearing
account and timely financial reporting requirements. The line of credit will expire on October 31, 2005.
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Item 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The following information should be read in conjunction with the unaudited condensed consolidated financial statements and the notes
thereto included in Part 1. Item 1 of this Quarterly Report, and the audited consolidated financial statements and notes thereto and
Management’s Discussion and Analysis of Financial Condition and Results of Operations contained in the Company’s Annual Report
on Form 10-K for the year ended December 31, 2003.

Overview

The Company’s future focus will be on developing consistent and recurring revenue sources with a concentration in (1) software
development for insurance carriers, agents and brokers, (2) expansion of connectivity between consumers, agents, carriers and third
party providers, (3) business process outsourcing services, which include software development, call center and back office, either off
site or at company facilities, and (4) worldwide sales and support of the agency management systems.

Support revenue from legacy products is expected to decline in the future as current customers switch to other more technologically
advanced systems (including Ebix ASP). The Company’s focus for the future will be expanding revenues in the international market,
software development for carriers, agents and brokers and business process outsourcing services.

Critical Accounting Policies

The Company’s “critical accounting policies” are those that require application of management’s most difficult, subjective or
complex judgements, often as a result of the need to make estimates about matters that are inherently uncertain and may change in
future periods. The Company has identified the following as its critical accounting policies: revenue recognition, estimating the
allowance for doubtful accounts receivable and accounting for income taxes. For a discussion of these policies, see “Management’s
Discussion and Analysis of Financial Condition and Results of Operations — Critical Accounting Policies” in the Company’s Annual
Report on Form 10-K for the year ended December 31, 2003.

Results of Operations

Three-Month Period Ended March 31, 2004 Compared to the Three-Month Period Ended March 31, 2003

Total Revenue - The Company’s revenue has been derived from the licensing and sale of proprietary software and third party
software (“Software™) and from professional services and support services (“Services”). Services include consulting, implementation,
training and project management provided to the Company’s customers with installed systems and those in the process of installing
systems. Also included in Services are fees for software license maintenance, LifeLink service revenue (for the period February 23,
2004 to March 31, 2004), initial registration and ongoing monthly subscription fees for the EbixASP product and transaction fees
generated from the Ebix.mall website, as well as software development and call center revenue. Total revenue for the quarter ended
March 31, 2004 increased $322,000, or 8.9%, to $3,934,000 from $3,612,000 for the comparable quarter of the prior year.

Software Revenue - Software revenue is comprised of revenue from the sale of Ebix (formerly “cd”) products, current legacy
products, and other third party software. Total software revenue for the first quarter of 2004 increased $17,000 or 8.1%, from
$210,000 for the comparable quarter of the prior year. As the Company has changed its focus to e-commerce products and services,
the Company expects future revenue to be comprised primarily of services revenue.

Services Revenue — Total services revenue for the first quarter of 2004 increased $305,000, or 9.0%, from $3,402,000 for the
comparable quarter of the prior year. This increase was due to LifeLink revenue of approximately $518,000 and an increase in
international service revenue of $323,000 partially offset by a decrease in support revenue associated with legacy products of
$269,000, a decrease in INS-Site revenue of $110,000 and a decrease in consulting revenue of $157,000.

During the first quarter of 2004 and 2003, approximately $953,000 and $805,000, respectively, was recognized as services revenue
from BRIT Insurance Holdings PLC (“BRiT”) and its affiliates. BRIiT owned approximately 34% of the Company’s common stock as
of May 10, 2004. In addition, the Company has been informed that BRIiT owned approximately 70% of the

11




equity interests CF Epic Insurance and General Fund, which at May 10, 2004 owned approximately 8% of our outstanding common
stock.

Services and other costs — Cost of services revenue includes costs associated with support, call center, consulting, implementation
and training services. Total services and other costs for the quarter increased $158,000 or 15.7%, from $1,005,000 for the comparable
quarter of the prior year. This increase was due to an increase in services revenue and an increase in payroll expenses related to the
acquisition of LifeLink.

Product Development Expenses — Total product development expenses for the first quarter of 2004 increased $200,000, or 55.6%,
from $360,000 for the comparable quarter of the prior year. This increase was due to an increase in payroll expenses related to the
acquisition of LifeLink and an increase in headcount in India.

Sales and Marketing Expenses — Total sales and marketing expenses for the first quarter of 2004 decreased $188,000, or 40.8%,
from $461,000 for the comparable quarter of the prior year. This decrease was attributable to a decrease in payroll expenses and
reduced spending on website related marketing and public relation expenses. During the first quarter of 2004 the Company
reorganized the sales and marketing department to better utilize existing expertise; the Company has not yet realized the positive
results of this reorganization.

General and Administrative Expenses —Total general and administrative expenses for the quarter increased $223,000, or 19.2%,
from $1,164,000 for the comparable quarter of the prior year. This increase was due to an increase in international expenses and a
charge for amortization of intangibles related to the LifeLink acquisition.

Income tax expense — The effective tax rate for the first quarter of 2004 is higher than the rate for the comparable quarter of the
prior year due to a different income mix among the various tax jurisdictions in which the Company does business.

Liquidity and Capital Resources

The Company had cash and cash equivalents of $5,961,000 at March 31, 2004, compared to $7,915,000 at December 31, 2003.

During the three months ended March 31, 2004, the Company experienced negative operating cash flow of $232,000 as compared to
$893,000 of positive operating cash flow for the three months ended March 31, 2003. This decrease in cash flow from operations in
the three months ended March 31, 2004 resulted primarily from an increase in accounts receivable of $1,035,000 and an increase in
accrued payroll and related benefits of $205,000, partially offset by net income for the quarter of $710,000 adjusted for non-cash items
and an increase in deferred revenue of $298,000.

Cash used in investing activities of $4,737,000 in the three months ended March 31, 2004 represented expenditures made primarily as
a result of the Company’s acquisition of LifeLink Corp. Inc. (“LifeLink™). Cash provided by financing activities of $2,947,000
resulted from the Company’s sale of common stock during the quarter.

During early 2004 the Company sold 222,223 shares of its previously unissued common stock to CF Epic Insurance and General
Fund, an investment fund located in London of which BriT currently owns approximately 70% of the equity interests, for gross
proceeds of $3,000,010, or $13.50 per share. On February 23, 2004 the Company acquired LifeLink Corp Inc. (“LifeLink™). Under
terms of the agreement, the Company acquired all of the outstanding capital stock of LifeLink from its shareholders in exchange for an
aggregate purchase price of $10,226,000 payable as follows: $5,000,000 paid in cash at closing, $2,226,000 payable in cash over a
deferred period of five years, and $3,000,000 payable in 200,000 shares of the common stock of the Company issued at the time of
closing. See note 7 to the condensed consolidated financial statements included in this Form 10-Q.

The existing revolving line of credit with LaSalle National Bank Association was increased to $5,000,000 during February 2004 and
the agreement was amended in April 2004. There were no borrowings on this line as of May 14, 2004. The major features of the line,
as amended, include an interest rate stated at prime, security at 60% of the amount of the line in a restricted interest bearing account
and timely financial reporting requirements. The line of credit will expire on October 31, 2005.

The Company believes that future revenue growth will come from international subsidiaries, LifeLink, development services, call
center services and business process outsourcing services. The Company believes its cash balances and funds provided by operations
will be sufficient to meet all of its anticipated cash requirements for the foreseeable future.

12




The following summarizes the Company’s contractual obligations at March 31, 2004, and the effect such obligations are expected to
have on the Company’s liquidity and cash in future periods (in thousands):

Payment Due by Period

More Than 5
Total Less Than 1 Year 1-3Years 3-5 Years Years
(in thousands)

Contractual Obligations:

Long-Term Debt Obligations (1) $ 5200 $ 500 $ 4200 $ 500 $ —
Operating Leases Obligations 1,945 488 860 597 —
Capital Leases Obligations 43 43 — — —
Total $ 7,188 $ 1,031 $ 5060 $ 1,097 $ —

(1) $2,700,000 is contingent upon exercise of the holder’s put option to require the Company to purchase the holder’s
redeemable common stock. See note 7 to the condensed consolidated financial statements included in this Form 10-Q.

Safe Harbor for Forward-Looking Statements under the Securities Litigation Reform Act of 1995 - This Quarterly Report on
Form 10-Q contains various forward-looking statements and information that are based on management’s beliefs, as well as
assumptions made by, and information currently available to management, including statements regarding future economic
performance and financial condition, liquidity and capital resources, acceptance of the Company’s products by the market and
management’s plans and objectives. The Company has tried to identify such forward looking statements by use of words such as
“expects,” “i anticipates,” “plans,” “believes, “will,” “should,” and similar expressions, but these words are not the exclusive

intends,
means of identifying such statements. The forward looking statements included in this Quarterly Report are subject to various risks,
uncertainties and other factors which could cause actual results to vary materially from those expressed in, or implied by, the forward
looking statements. Such risks, uncertainties and other factors include those discussed in “Risk Factors” below. Except as expressly
required by the federal securities laws, the Company undertakes no obligation to update any such factors or to publicly announce the
results of any of the forward-looking statements contained herein to reflect changed circumstances or future events or developments or
for any other reason.
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Risk Factors

You should carefully consider the risks, uncertainties and other factors described below, along with all of the other
information included in this quarterly report on Form 10-Q because they could materially and adversely affect our business, financial
condition, operating results, cash flows and prospects and/or the market price of our common stock. This risk factors section is
written in response to the Securities and Exchange Commission’s “plain English” guidelines. In this section, the words “we,” *
“our” and “ours” refer to the Company and not any other person.

us,

Risks Related To Our Business and Our Industry

You may have difficulty evaluating our business because of our limited history of Internet, call center and other
business process outsourcing.

Although our predecessor began operations in 1976, we did not begin any Internet operations until September 1999 and did
not begin generating revenues from these operations until the fourth quarter of 2000. We did not begin any call center or other
business process outsourcing operations or begin generating revenues from these operations until the first quarter of 2003.
Accordingly, there is a limited history of these operations on which you can evaluate our company and prospects. We cannot be
certain that our Internet, call center and other business process outsourcing strategies will be successful, because these strategies are
new. Our early-stage Internet, call center and other business process outsourcing operations will be particularly susceptible to the
risks and uncertainties described in these risk factors and likely to incur the expenses associated with addressing them. Our prospects
must be considered in light of the risks, uncertainties, expenses and difficulties frequently encountered by companies in a transitional
stage of development, particularly companies in new and rapidly evolving markets, such as electronic commerce, and using new and
unproven business models.

Because the support revenue that we have traditionally relied upon has been steadily declining, it is important that
new sources of revenue continue to be developed.

Our revenue from the support services we offer in connection with our legacy software products has been decreasing
significantly over the course of the past few years. This decline can be attributed to the fact that many of our support clients are not
renewing their support agreements with us, in many cases because they are no longer using our legacy software. Even if they are
continuing to use our legacy software, our support clients may choose not to renew their support agreements if their legacy software
products no longer require support or they use third party support. In addition, some of the clients who use our support services have
reduced the level of support that we provide them, which in turn reduces our support revenue. This downward trend in our support
revenue makes us particularly dependent upon our other sources of revenue.

Two customers currently provide a significant percentage of our total revenue.

Revenues from one customer, BRIT Insurance Holdings PLC, which at May 10, 2004 owned approximately 34.0% of our
common stock, represented approximately 18% of our total revenue in 2003 and 15% of our total revenue in 2002. The Company has
been informed that BRiT owned approximately 70% of CF Epic Insurance and General Fund, which at May 10, 2004 owned
approximately 8% of our common stock. If revenues from this customer were to discontinue, our operating results could be materially
adversely affected.

Revenues from another international customer, a New York Stock Exchange listed multi-national insurance company,
represented approximately 11% of our total revenue in 2003. If revenues from this customer were to discontinue, our operating results
could be materially adversely affected.

Adverse insurance industry economics could adversely affect our revenues.

We are dependent on the insurance industry, which may be adversely affected by current economic and world conditions.

Our operating results may fluctuate dramatically.

Our quarterly operating results may fluctuate significantly in the future due to a variety of factors that could affect our
revenues or our expenses in any particular quarter. You should not rely on our results of operations during any particular quarter as an

indication of our results for a full year or any other quarter. Factors that may affect our quarterly results include:
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. Changes in insurance agents’ and carriers’ consumer acceptance of Internet commerce;

. Loss of a significant insurance agent, carrier or broker relationship or the merger of any of our participating
insurance carriers with one another; and

. Technical difficulties for our internet focused services that hamper an agent’s ability to run its agency system
hosted by us.

Our operating expenses are based in part on our expectations of our future revenues and are relatively fixed in the short term.
We may be unable to adjust spending quickly enough to offset any unexpected revenue shortfall.

We could be subject to civil fines and penalties as a result of the SEC’s investigation of our financial reporting.

On August 11, 2000, we were advised that the SEC had issued a formal Order of Investigation and subpoenaed documents
relating to our financial reporting since April 1, 1997, including, in particular, revenue recognition, software development cost
capitalization, royalty costs and classification of cash receipts. We have submitted documents to the SEC upon the SEC’s request as
part of the investigation. It is possible that the SEC could impose civil fines and penalties against us. An adverse finding against us
by the SEC could negatively impact our stock price. In addition, we may continue to incur expenses associated with responding to
this investigation, regardless of its outcome, and this investigation may divert the efforts and attention of our management team from
normal business operations.

We cannot predict our future capital needs and we may not be able to secure additional financing when we need it.

We may need to raise additional funds in the future in order to fund more aggressive brand promotion or more rapid
expansion, to develop new or enhanced services, to respond to competitive pressures or to make acquisitions. Any required additional
financing may not be available on terms favorable to us, or at all. If adequate funds are not available on acceptable terms, we may be
unable to meet our business or strategic objectives or compete effectively. If additional funds are raised by our issuing equity
securities, stockholders may experience dilution of their ownership interests, and the newly issued securities may have rights superior
to those of our common stock. If additional funds are raised by our issuing debt, we may be subject to limitations on our activities.

Any acquisitions that we undertake could be difficult to integrate, disrupt our business, dilute stockholder value and
harm our operating results.

We recently acquired LifeLink and may in the future acquire or make investments in complementary businesses,
technologies, services or products if appropriate opportunities arise. The process of integrating LifeLink or any other acquired
business, technology, service or product into our business and operations may result in unforeseen operating difficulties and
expenditures. Integration of an acquired company also may consume much of our management’s time and attention that could
otherwise be available for ongoing development of our business. Moreover, the anticipated benefits of the LifeLink acquisition or any
other acquisition may not be realized. Furthermore, we may be unable to identify, negotiate or finance future acquisitions
successfully. Future acquisitions could result in potentially dilutive issuances of equity securities or the incurrence of debt, contingent
liabilities or amortization expenses related to intangible assets.

We may not be able to continue to develop new products to effectively adjust for rapid technological changes.

To be successful, we must adapt to rapidly changing technological and market needs, by continually enhancing our website
and introducing new products and services to address our users’ changing demands.

Our segment in the marketplaces in which we operate is characterized by:

i rapidly changing technology;

. evolving industry standards;

. frequent new product and service introductions;
i shifting distribution channels; and
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. changing customer demands.

Our future success will depend on our ability to adapt to this rapidly evolving marketplace. We could incur substantial costs
if we need to modify our services or infrastructure in order to adapt to changes affecting our market, and we may be unable to adapt to
these changes.

The markets for our products are highly competitive and are likely to become more competitive, and our competitors
may be able to respond more quickly to new or emerging technology and changes in customer requirements.

We operate in highly competitive markets. In particular, the online insurance distribution market, like the broader electronic
commerce market, is rapidly evolving and highly competitive. Our software business also experiences some competition from certain
large hardware suppliers that sell systems and systems’ components to independent agencies and from small, independent or freelance
developers and suppliers of software, who sometimes work in concert with hardware vendors to supply systems to independent
agencies. Our Internet business may also face indirect competition from insurance carriers that have subsidiaries which perform in-
house agency and brokerage functions.

Some of our current competitors have longer operating histories, larger customer bases, greater brand recognition and
significantly greater financial, marketing and other resources than we do. In addition, we believe we will face increasing competition
as the online financial services industry develops and evolves. Our current and future competitors may be able to:

. undertake more extensive marketing campaigns for their brands and services;

. devote more resources to website and systems development;

i adopt more aggressive pricing policies; and

. make more attractive offers to potential employees, online companies and third-party service providers.

If we are unable to protect our intellectual property, our reputation and competitiveness in the marketplace may be
materially damaged.

We regard our intellectual property in general and our software in particular as critical to our success. It may be possible for
third parties to copy aspects of our products or, without authorization, to obtain and use information that we regard as trade secrets.
Existing copyright law affords only limited practical protection, and our software is unpatented.

If we infringe on the proprietary rights of others, we may be at a competitive disadvantage, and any related litigation
could be time consuming and costly.

Third parties may claim that we have violated their intellectual property rights. Any of these claims, with or without merit,
could subject us to costly litigation and divert the attention of key personnel. To the extent that we violate a patent or other
intellectual property right of a third party, we may be prevented from operating our business as planned, and we may be required to
pay damages, to obtain a license, if available, to use the right or to use a non-infringing method, if possible, to accomplish our
objectives.

We depend on the continued services of our senior management and our ability to attract and retain other key
personnel.

Our future success is substantially dependent on the continued services and continuing contributions of our senior
management and other key personnel, particularly Robin Raina, our President and Chief Executive Officer, and Richard J. Baum, our
Executive Vice President — Finance & Administration, Chief Financial Officer and Secretary. The loss of the services of any of our
executive officers or other key employees could harm our business. We have no long-term employment agreements with any of our
key personnel, nor do we maintain key man life insurance policies on any of our key employees.

Our future success depends on our continuing to attract, retain and motivate highly skilled employees. If we are not able to
attract and retain new personnel, our business will be harmed. Competition for personnel in our industry is intense. We may be
unable to retain our key employees or attract, assimilate or retain other highly qualified employees in the future.
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Our international operations are subject to a number of risks that could affect our income and growth.

We market our software internationally and plan to expand our Internet services to locations outside of the United States. In
addition, commencing in 2002, we began development activities, call center services and other operations in India. Our international
operations may not produce enough revenue to justify our investments in establishing them and are subject to other inherent risks,
including:

¢ the impact of recessions in foreign economies on the level of consumers’ insurance shopping and purchasing behavior;
e greater difficulty in collecting accounts receivable;

e difficulties and costs of staffing and managing foreign operations;

*  reduced protection for intellectual property rights in some countries;

¢ seasonal reductions in business activity during the summer months in Europe and other parts of the world;

*  burdensome regulatory requirements, other trade barriers and differing business practices;

¢ fluctuations in exchange rates;

¢ potentially adverse tax consequences; and

political and economic instability.

Furthermore, our entry into additional international markets requires significant management attention and financial
resources, which could lessen our ability to manage our existing business effectively.

Laws and regulations that govern the insurance industry could expose us or the agents, brokers and carriers who
participate in our online marketplace to legal penalties.

We perform functions for licensed insurance agents, brokers and carriers and are, therefore, required to comply with a
complex set of rules and regulations that often vary from state to state. These rules and regulations can be difficult to comply with and
are ambiguous and open to interpretation. If we fail to properly interpret and/or comply with these rules and regulations, we, the
insurance agents, brokers or carriers doing business with us, our officers, or agents with whom we contract could be subject to various
sanctions, including censure, fines, cease-and-desist orders, loss of license or other penalties. This risk, as well as other laws and
regulations affecting our business and changes in the regulatory climate or the enforcement or interpretation of existing law, could
expose us to additional costs, including indemnification of participating insurance agents, brokers or carriers for their costs, and could
require changes to our business or otherwise harm our business. Furthermore, because the application of online commerce to the
consumer insurance market is relatively new, the impact of current or future regulations on our business is difficult to anticipate. To
the extent that there are changes in the rules and regulations regarding the manner in which insurance is sold, our business could be
adversely affected.

Our call center business could be adversely affected by equipment or system interruptions at one or more of our call
centers.

Our call center business is dependent upon our ability to protect our call centers, including the computer and
telecommunications equipment and software systems at those centers, against damage from fire, power loss, telecommunications
interruption or failure, natural disaster and other similar events. In the event we experience a temporary or permanent interruption at
one or more of our call centers, through casualty, operating malfunction or otherwise, our business could be materially adversely
affected.

Governmental regulation of the telemarketing industry may increase our costs and restrict the operation and growth
of our call center business.

The telemarketing industry and, therefore, our call center business are subject to an increasing amount of governmental
regulation. In particular, telemarketers are now barred from contacting persons who have registered their phone numbers on the
National Do Not Call Registry maintained by the Federal Trade Commission. We could be subject to a variety of enforcement or
private actions for our failure or the failure of our clients to comply with these regulations.
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Furthermore, our costs may increase as a result of having to comply with these regulations, and these regulations may limit our call
center activities or reduce the demand for our call center services.

The outsourcing of business processes to foreign countries may be perceived negatively, which may reduce the
demand for our services and lead to governmental regulation of these activities.

We enable companies to outsource certain business processes, including software development activities and call center
services, to our operations in India. There have been some increasingly negative perceptions of the outsourcing of such processes
from the U.S. to India, which may reduce the demand for these services and may lead to governmental regulation affecting such
activities.

Risks Related to Our Conduct of Business on The Internet
Any disruption of our Internet connections could affect the success of our Internet based products.

Any system failure, including network, software or hardware failure, that causes an interruption in our network or a decrease
in responsiveness of our website could result in reduced user traffic and reduced revenue. Continued growth in Internet usage could
cause a decrease in the quality of Internet connection service. Websites have experienced service interruptions as a result of outages
and other delays occurring throughout the Internet network infrastructure. In addition, there have been several incidents in which
individuals have intentionally caused service disruptions of major e-commerce websites. If these outages, delays or service
disruptions frequently occur in the future, usage of our website could grow more slowly than anticipated or decline, and we may lose
revenues and customers.

If the computer hardware operations that host our website were to experience a system failure, the performance of our
website would be harmed. These systems are also vulnerable to damage from fire, floods, earthquakes, acts of terrorism, power loss,
telecommunications failures, break-ins and similar events. Our property and business interruption insurance coverage may not be
adequate to compensate us for all losses that may occur. In addition, our users depend on Internet service providers, online service
providers and other website operators for access to our website. Each of these providers has experienced significant outages in the
past, and could experience outages, delays and other difficulties due to system failures unrelated to our systems.

Concerns regarding security of transactions or the transmission of confidential information over the Internet or
security problems we experience may prevent us from expanding our business or subject us to legal exposure.

If we do not offer sufficient security features in our online product and service offerings, our products and services may not
gain market acceptance, and we could be exposed to legal liability. Despite the measures that we may take, our infrastructure will be
potentially vulnerable to physical or electronic break-ins, computer viruses or similar problems. If a person circumvents our security
measures, that person could misappropriate proprietary information or disrupt or damage our operations. Security breaches that result
in access to confidential information could damage our reputation and subject us to a risk of loss or liability. We may be required to
make significant expenditures to protect against or remedy security breaches. Additionally, if we are unable to adequately address our
customers’ concerns about security, we may have difficulty selling our goods and services.

Uncertainty in the marketplace regarding the use of Internet users’ personal information, or proposed legislation
limiting such use, could reduce demand for our services and result in increased expenses.

Concern among consumers and legislators regarding the use of personal information gathered from Internet users could
create uncertainty in the marketplace. This could reduce demand for our services, increase the cost of doing business as a result of
litigation costs or increased service delivery costs, or otherwise harm our business. Legislation has been proposed that would limit the
users of personally identifiable information of Internet users gathered online or require online services to establish privacy policies.
Many state insurance codes limit the collection and use of personal information by insurance agencies, brokers and carriers or
insurance service organizations. Moreover, the Federal Trade Commission has settled a proceeding against one online service that
agreed in the settlement to limit the manner in which personal information could be collected from users and provided to third parties.

Future government regulation of the Internet could place financial burdens on our businesses.
Because of the Internet’s popularity and increasing use, new laws and regulations directed specifically at e-commerce may be
adopted. These laws and regulations may cover issues such as the collection and use of data from website visitors, including the

placing of small information files, or “cookies,” on a user’s hard drive to gather information, and
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related privacy issues; pricing; taxation; telecommunications over the Internet; content; copyrights; distribution; domain name piracy;
and quality of products and services. The enactment of any additional laws or regulations, including international laws and
regulations, could impede the growth of our revenue from our Internet operations and place additional financial burdens on our
business.

Risks Related To Our Common Stock
The price of our common stock may be extremely volatile.

In some future periods, our results of operations may be below the expectations of public market investors, which could
negatively affect the market price of our common stock. Furthermore, the stock market in general has experienced extreme price and
volume fluctuations in recent years. We believe that, in the future, the market price of our common stock could fluctuate widely due
to variations in our performance and operating results or because of any of the following factors which are, in large part, beyond our
control:

i announcements of new services, products, technological innovations, acquisitions or strategic relationships by us or
our competitors;

. trends or conditions in the insurance, software, business process outsourcing and Internet markets;
. changes in market valuations of our competitors; and
. general political, economic and market conditions.

In addition, the market prices of securities of technology companies, including our own, have been volatile and have
experienced fluctuations that have often been unrelated or disproportionate to operating performance. As a result, you may not be able
to sell shares of our common stock at or above the price at which you purchase them. In the past, following periods of volatility in the
market price of a company’s securities, securities class action litigation has often been instituted against that company. If any
securities litigation is initiated against us, we could incur substantial costs and our management’s attention and resources could be
diverted from our business.

The significant concentration of ownership of our common stock will limit your ability to influence corporate actions.

The concentration of ownership of our common stock may have the effect of delaying, preventing or deterring a change in
control of our company, could deprive our stockholders of an opportunity to receive a premium for their common stock as part of a
sale of our company, and may affect the market price of our common stock. At May 10, 2004, BRiT Insurance Holdings plc
beneficially owned approximately 34.0% of our outstanding common stock and, together with our executive officers and directors,
beneficially owned approximately 48% of our outstanding common stock. In addition, the Company has been informed that BriT
owns approximately 70% of the equity interests of CF Epic Insurance and General Fund, which at May 10, 2004, beneficially owned
approximately 8% of our outstanding common stock. As a result, those stockholders, if they act together, are able to control all
matters requiring stockholder approval, including the election of all directors and approval of significant corporate transactions and
amendments to our certificate of incorporation. These stockholders may use their ownership position to approve or take actions that
are adverse to your interests or prevent the taking of actions that are consistent with your interests.

We may issue equity securities in the future whose terms and rights are superior to those of our common stock.

Our certificate of incorporation authorizes the issuance of up to 2,000,000 shares of preferred stock. No shares of preferred
stock are currently outstanding. However, shares of preferred stock may be issued by our board of directors from time to time in one
or more series for the consideration, and with the rights and preferences, as our board of directors decides. Any shares of preferred
stock that we may issue in the future could be given voting and conversion rights that could dilute the voting power and equity of
holders of shares of our common stock and have preferences over the common stock with respect to dividends and in liquidation.
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Provisions in our charter and Delaware law may discourage takeover attempts which could preclude our stockholders
from receiving a change of control premium.

Our certificate of incorporation could make it more difficult for a third party to acquire control of us, because it gives our
Board of Directors the ability to issue shares of preferred stock with rights as they deem appropriate without stockholder approval. In
addition, Delaware law contains an anti-takeover provision that could have the effect of delaying or preventing a change in control
that stockholders may consider favorable. This provision prohibits us from engaging in a business combination with any significant
stockholder for a period of three years from the date the person became a significant stockholder unless specific conditions are met.

Iltem 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

The majority of our operations are based in the U.S. and, accordingly, the majority of our transactions are denominated in
U.S. dollars. However, we have foreign-based operations where transactions are denominated in foreign currencies and are subject to
market risk with respect to fluctuations in the relative value of currencies. Currently, we have operations in Australia, Canada, India,
New Zealand and Singapore and conduct transactions in the local currencies of each location. There can be no assurance that
fluctuations in the value of foreign currencies will not have a material adverse effect on our business, operating results, revenues or
financial condition. To date, the impact of fluctuations in these currencies have resulted in net transaction gains of $10,000 for the
three months ended March 31, 2004 and losses of $49,000 for the three months ended March 31, 2003. We considered the historical
trends in currency exchange rate and determined that it was reasonably possible that adverse changes in exchange rates of 20% for all
currencies could be experienced in the near term. Such adverse changes would have resulted in an adverse impact on income before
taxes of approximately $100,000 and $140,000 for the three months ended March 31, 2004 and March 31, 2003, respectively.

There have been no material changes in the Company’s interest rate risk during the three months ended March 31, 2004. For
additional information on interest rate risk, refer to the “Quantitative Disclosures About Market Risk™ section of the Company’s
Annual Report on Form 10-K for the year ended December 31, 2003.

ltem4. CONTROLS AND PROCEDURES

The Company carried out an evaluation, under the supervision and with the participation of the Company’s management,
including its Chief Executive Officer and Chief Financial Officer, of the design and operation of the Company’s disclosure controls
and procedures. Based on this evaluation, the Company’s Chief Executive Officer and Chief Financial Officer concluded that, as of
March 31, 2004, the Company’s disclosure controls and procedures were effective to provide reasonable assurance that the
information required to be disclosed by the Company in the reports filed or submitted under the Securities Exchange Act of 1934 is
recorded, processed, summarized and reported within the time periods specified in the SEC’s rules and forms.

Any control system, no matter how well designed and operated, can provide only reasonable (not absolute) assurance that its
objectives will be met. Furthermore, no evaluation of controls can provide absolute assurance that all control issues and instances of
fraud, if any, have been detected.

There have been changes to the Company’s internal control over financial reporting during the quarter ended March 31, 2004
in connection with the acquisition of LifeLink Corporation and the concurrent assumption of all LifeLink accounting functions in the
Company’s Schaumburg office. The Company does not believe that this change has materially affected, or is reasonably likely to
materially affect the Company’s internal control over financial reporting.

In connection with the audit of our consolidated financial statements for the year ended December 31, 2003, KPMG LLP
(“KPMG”) advised our management and audit committee of reportable conditions related to our internal controls. KPMG
recommended that we make certain operational improvements. The recommendations related to improving our internal controls and
we have taken action during 2004 to address KPMG’s recommendations, by reorganizing our finance department to better utilize
resources.
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Part I — OTHER INFORMATION

Item 2. CHANGES IN SECURITIES USE OF PROCEEDS AND ISSUER PURCHASES OF EQUITY SECURITIES

On January 16, 2004, the Company sold an aggregate of 222,223 shares of its common stock to CF Epic Insurance and General Fund
(“CF Epic™), an investment fund located in London, England, for cash in the amount of $3,000,010.50. The Company sold these
securities in a transaction exempt from registration under the Securities Act of 1933 (the “Act”) in reliance upon Section 4(2) of the
Act and Regulation D thereunder, as on a transaction not involving a public offering. CF Epic represented in writing to the Company
that it is an “accredited investor” as defined in Rule 501(a) of Regulation D under the Act. The Company did not pay any
underwriting commissions or discounts or placement fees in connection with this transaction.

On February 23, 2004, the Company issued 200,000 shares of its common stock to the shareholder of LifeLink Corporation
(“LifeLink”) in connection with the Company’s acquisition of all the capital stock of LifeLink. The Company sold these securities in a
transaction exempt from registration under the Securities Act of 1933 (the “Act”) in reliance upon Section 4(2) of the Act and
Regulation D thereunder, as on a transaction not involving a public offering. LifeLink represented in writing to the Company that it is
an “accredited investor” as defined in Rule 501(a) of Regulation D under the Act. The Company did not pay any underwriting
commissions or discounts or placement fees in connection with this transaction.

Iltem 5. OTHER INFORMATION

On April 30, 2004, William Baumel, who was chairman of the Audit Committee of the Company’s Board of Directors, resigned from
the Company’s Board of Directors effective immediately.

Iltem 6. EXHIBITS AND REPORTS ON FORM 8-K
@ Exhibits
2.1  Stock Purchase Agreement, dated February 23, 2004, by and among Ebix, Inc. and the shareholders of LifeLink Corporation
(incorporated by reference to Exhibit 2.1 to the Company’s Current Report of Form 8-K dated February 23, 2004 (the
“February 2004 8-K™) and incorporated herein by reference).

2.2 Secured Promissory Note, dated February 23, 2004, issued by the Company (incorporated herein by reference to Exhibit 2.2 of
the February 2004 8-K and incorporated herein by reference).

10.1 Amended and Restated Revolving Line of Credit from LaSalle Bank, National Association, Amended and Restated Loan and
Security Agreement and Pledge Agreement dated April 21, 2004.

31.1 Certification of Chief Executive Officer Pursuant to Rule 13a-14(a) (Section 302 of the Sarbanes-Oxley Act of 2002).
32.2 Certification of Chief Financial Officer Pursuant to Rule 13a-14(a) (Section 302 of the Sarbanes-Oxley Act of 2002).
32.1 Certification of Chief Executive Officer Pursuant to Section 906 of the Sabanes-Oxley Act of 2002 (furnished herewith).
32.2  Certification of Chief Financial Officer Pursuant to Section 906 of the Sabanes-Oxley Act of 2002 (furnished herewith).
(b) Reports on Form 8-K

The Company filed a current report on Form 8-K (pursuant to Items 2 and 7 thereof) on February 23, 2004 to report the Company’s
acquisition of LifeLink.
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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.

Ebix, Inc.

Date: May 17, 2004 By

/sl RICHARD J. BAUM

Richard J. Baum

Executive Vice President — Finance & Administration, Chief

Financial Officer (principal financial and accounting officer),
and Secretary
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EXHIBIT INDEX

EXHIBIT NO. DESCRIPTION

2.1 Stock Purchase Agreement, dated February 23, 2004, by and among Ebix, Inc. and the shareholders of LifeLink
Corporation (incorporated by reference to Exhibit 2.1 to the Company’s Current Report of Form 8-K dated
February 23, 2004 (the “February 2004 8-K”) and incorporated herein by reference).

2.2 Secured Promissory Note, dated February 23, 2004, issued by the Company (incorporated herein by reference to
Exhibit 2.2 of the February 2004 8-K and incorporated herein by reference).

10.1* Amended and Restated Revolving Line of Credit from LaSalle Bank, National Association, Amended and Restated
Loan and Security Agreement and Pledge Agreement dated April 21, 2004.

31.1* Certification of Chief Executive Officer Pursuant to 13a-14(a) (Section 302 of the Sarbanes-Oxley Act of 2002).

31.2* Certification of Chief Financial Officer Pursuant to 13a-14(a) (Section 302 of the Sarbanes-Oxley Act of 2002).

32.1* Certification of Chief Executive Officer Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

32.2* Certification of Chief Financial Officer Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

* Included as an exhibit to this quarterly report on Form 10-Q.
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Exhibit 10.1

AMENDED AND RESTATED
REVOLVING CREDIT NOTE

$5,000,000.00 Naperville, lllinois
April 21, 2004

FOR VALUE RECEIVED, EBIX, INC., a Delaware corporation, f/k/a EBIX.COM, INC. (“Maker”) promises to pay to
the order of LASALLE BANK, NATIONAL ASSOCIATION , a national banking association (“Bank”) at its offices at 135 S.
LaSalle Street, Chicago, Illinois, 60603, or at such other place as the holder of this Note may designate in writing to the Maker, on or
before October 31, 2005, the principal sum of Five Million and 00/100 Dollars ($5,000,000.00),or, if less, the aggregate amount of the
Revolving Credit Loan advanced and unpaid pursuant to a certain Amended and Restated Loan and Security Agreement made by and
between the Maker and the Bank of even date herewith, as the same may be amended from time to time (the “Loan Agreement”), the
terms of which are incorporated by reference and made a part of this Note as though fully set out herein. Capitalized terms used and
not otherwise defined herein shall have the meanings ascribed to such terms in the Loan Agreement. The amount advanced and
outstanding under the Loan Agreement as shown on the books and records of the Bank shall be considered correct and conclusively
binding on the Maker absent manifest error.

The Maker further promises to pay interest on the Revolving Credit Loan as provided in the Loan Agreement.

All payments received from the Maker hereunder shall be applied by the Bank in accordance with the terms of the Loan
Agreement.

This Note and any renewals and extensions hereof, and any other Obligations of the undersigned to the Holder hereof (the
term “Holder” shall include the Bank and any subsequent holder hereof) due or to become due, now existing or hereafter contracted,
and howsoever acquired by the Holder, are secured, inter alia , in the manner described in the Loan Agreement.

This Note is issued under the Loan Agreement and this Note and the Holder are entitled to all of the benefits provided for by
the Loan Agreement or referred to therein, to which Loan Agreement reference is made for a statement thereof. Pre-payments may be
made hereon only at the times, in the events and in the manner provided in the Loan Agreement.

All unpaid amounts owing on this Note or on any other Obligations immediately shall become due and payable at the option
of the Holder, without notice or demand, upon the occurrence of any Event of Default.

In the event of default in the payment of any sums due under this Note, the Maker hereby agrees that the Bank may offset all
money, bank or other deposits or credits now or hereafter held by the Bank or owed by the Bank to Maker against all amounts due
under this Note or against any other amounts which may be due the Bank from the Maker.

No clause or provision contained in this Note or any documents related hereto shall be construed or shall so operate (a) to
raise the interest rate set forth in this Note above the lawful maximum, if any, in effect from time to time in the applicable jurisdiction
for loans to borrowers of the type, in the amount, for the purposes, and otherwise
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of the kind contemplated, or (b) to require the payment or the doing of any act contrary to law, but if any clause or provision contained
shall otherwise so operate to invalidate this Note, in whole or in part, then (i) such clauses or provisions shall be deemed modified to
the extent necessary to be in compliance with the law, or (ii) to the extent not possible, shall be deemed void as though not contained
and the remainder of this Note and such document shall remain operative and in full force and effect.

All makers and any endorsers, guarantors, sureties, accommodation parties and all other persons liable or to become liable for
all or any part of this indebtedness, jointly and severally waive diligence, presentment, protest and demand, and also notice of protest,
of demand, of nonpayment, of dishonor and of maturity and also recourse or suretyship defenses generally; and they also jointly and
severally hereby consent to any and all renewals, extensions or modifications of the terms of this Note, including time for payment,
and further agree that any such renewals, extension or modification of the terms of this Note or the release or substitution of any
security for the indebtedness under this Note or any other indulgences shall not affect the liability of any of the parties for the
indebtedness evidenced by this Note. Any such renewals, extensions or modifications may be made without notice to any of said
parties.

The Maker shall be liable to the Holder for all costs and expenses incurred in connection with collection, whether by suit or
otherwise, of any amount due under this Note, including, without limitation, attorneys’ fees, as more fully set forth in the Loan
Agreement and the Mortgage.

This Note shall be governed by and construed in accordance with the laws of the State of Illinois.

EBIX, INC., a Delaware corporation,
fik/a EBIX.COM, INC.

By: /s/ R. J. Baum

Print Name: R.J. BAUM

Title: CFO
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AMENDED AND RESTATED LOAN AND SECURITY AGREEMENT

THIS AMENDED AND RESTATED LOAN AND SECURITY AGREEMENT , (“Agreement”) dated as of April 21,
2004, is entered into by and between EBIX, INC ., a Delaware corporation f/k/a EBIX.COM, INC . (the “Borrower”), and
LaSALLE BANK NATIONAL ASSOCATION, a national banking association (the “Bank™).

WHEREAS , the Bank has previously loaned or committed to loan the Borrower the original principal sum of up to
$5,000,000.00, comprised of a certain Revolving Credit Loan Commitment not to exceed the sum of $5,000,000.00 as evidenced,
secured and governed by, among other documentation, that certain Business Loan Agreement dated October 31, 2003 by and between
the Borrower and the Bank (the “ Original Revolving Credit Loan "), the terms of which are incorporated by reference and made a
part of this Amendment as though fully set out herein; and

WHEREAS, the parties wish to restate and amend the terms of the Original Revolving Credit Loan in its entirety and further
wish to increase the amount of Original Revolving Credit Loan, according to the terms of this Agreement.

NOW THEREFORE , in consideration of the mutual covenants set forth herein, the parties hereto agree as follows:

ARTICLE I.
DEFINITIONS.

1.01 Definitions; Other Interpretive Provisions . When used herein, the following terms have the following meanings
(such definitions to be applicable to both the singular and plural forms of such terms):

*“ Account Debtor ” shall mean any party who is obligated on any Account, Contract Right, Chattel Paper or General
Intangible.

“ Affiliate ” shall mean any Person which, directly or indirectly, owns or controls, on an aggregate basis, including all
beneficial ownership and ownership or control as a trustee, guardian or other fiduciary, any of the outstanding Stock having ordinary
voting power to elect a majority of the board of directors (irrespective of whether, at the time, Stock of any other class or classes of
such corporation have or might have voting power by reason of the happening of any contingency) of the Borrower, or which controls,
is controlled by or is under common control with the Borrower or any stockholders of the Borrower. For purposes hereof, “control”
means the possession, directly or indirectly, of the power to direct or cause the direction of management and policies, whether through
the ownership of voting securities, by contract or otherwise.

*“ Authorized Borrower Representative ” shall mean any of Robin Raina, Chairman, Chief Executive Officer and President of
Borrower or Richard J. Baum, Chief Financial Officer and Vice President of Borrower, or such other person or person approved by
resolution of the Board of Directors of the Borrower form time to time, a certified copy of which resolution shall be delivered to the
Bank.

“ Bank ” shall mean LaSalle Bank, National Association, a national banking association with its principal place of business at
135 S. LaSalle Street, Chicago, Illinois 60603.

“ Borrower ” shall mean Ebix, Inc., a Delaware corporation, f/k/a Ebix.com, Inc., having its principal place of business at
1900 E. Golf Road, Suite 1200, Schaumburg, Illinois, 60173.

“ Business Day ” shall mean any day, other than a Saturday or Sunday, on which commercial banks are open for domestic
business in Chicago, lllinois.

* Closing Date ” shall mean APRIL 21, 2004.
* Collateral ” shall have the meaning specified in Section 4.01.

* Computer Hardware and Software ” shall mean all of the Borrower’s rights (including rights as licensee and lessee) with
respect to (i) computer and other electronic data processing hardware, including all integrated computer systems, central
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processing units, memory units, display terminals, printers, computer elements, card readers, tape drives, hard and soft disk drives,
cables, electrical supply hardware, generators, power equalizers, accessories, peripheral devices and other related computer hardware;
(ii) all Software and all software programs designed for use on the computers and electronic data processing hardware described in
clause (i) above, including all operating system software, utilities and application programs in whatsoever form (source code and
object code in magnetic tape, disk or hard copy format or any other listings whatsoever); (iii) any firmware associated with any of the
foregoing; and (iv) any documentation for hardware, software and firmware described in clauses (i) , (ii) and (iii) above, including
flow charts, logic diagrams, manuals, specifications, training materials, charts and pseudo codes.

“ Contract Right ” shall mean any right of the Borrower to payment under a contract for the sale or lease of goods or the
rendering of services, which right is at the time not yet earned by performance.

“ Debt ” shall mean, with respect to the subject Person, all of the following items of indebtedness, obligation or liability,
whether matured or unmatured, liquidated or unliquidated, direct or indirect, or joint or several:

(A) All Obligations of such Person;

(B) All indebtedness in effect guaranteed, directly or indirectly, in any manner, or endorsed (other than for collection or
deposit in the ordinary course of business) or discounted with recourse;

(© All indebtedness in effect guaranteed, directly or indirectly through agreements, contingent or otherwise: (1) to
purchase such indebtedness, or (2) to purchase, sell or lease (as lessee or lessor) property, products, materials or supplies or to
purchase or sell services, primarily for the purpose of enabling the debtor to make payment of such indebtedness or to assure the
owner of the indebtedness against loss, or (3) to supply funds to or in any other manner invest in any Person;

(D) All indebtedness secured (or for which the holder of such indebtedness has a right, contingent or otherwise, to be
secured) by any mortgage, trust deed, deed of trust, pledge, lien, security interest or other charge or encumbrance upon property
owned or acquired subject thereto, whether or not the liabilities secured thereby have been assumed; and

(E) All indebtedness incurred as the lessee of goods or services under leases that, in accordance with GAAP, are or
should be reflected on the lessee’s balance sheet as a capital lease.

“ Debt to Tangible Net Worth Ratio ” shall mean the ratio of Debt to Tangible Net Worth.

*“ Documents ” shall mean this Agreement, the Notes and any other documents, instruments or certificates to be executed and
delivered hereunder or in connection herewith by or on behalf of the Borrower or any of its Affiliates.

“ Environmental Laws " shall mean any federal, state or local law, statute, ordinance, order, decree, rule or regulation relating
to releases, discharges, emissions or disposals to air, water, land or groundwater, to the withdrawal or use of groundwater, to the use,
handling or disposal of polychlorinated biphenyls, asbestos or urea formaldehyde, to the treatment, storage, disposal or management
of Hazardous Substances, to exposure to toxic, hazardous or other controlled, prohibited or regulated substances and to the
transportation, storage, disposal, management or release of gaseous or other liquid substances, including the Comprehensive
Environmental Response, Compensation and Liability Act of 1980, as amended by the Superfund Amendments and Reauthorization
Act of 1986, 42 USC 89601 et seq ., the Resource, Conservation and Recovery Act of 1976, as amended by the Hazardous Solid
Waste Amendments of 1984, 42 USC 86901 et seq ., the Toxic Substances Control Act, 15 USC 82601 et seq ., the Occupational
Safety and Health Act of 1970, 29 USC 8651 et seq ., the Clean Air Act of 1966, as amended, 42 USC §7401 et seq ., and the Federal
Water Pollution Control Act, as amended by the Clean Water Act of 1977, 33 USC 81251 et seq ., and all rules, regulations and
guidance documents promulgated pursuant thereto or published thereunder.

“ ERISA ” shall mean the Employee Retirement Income Security Act of 1974, as amended.
* Event of Default ” shall have the meaning specified in Section 9.01.
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“ Financial Statements ” shall mean, at any time, the audited financial statements of the Borrower for its most recently ended
fiscal year, the unaudited financial statements for the most recently ended quarterly accounting period of the Borrower, and any other
similar information and reports concerning the financial affairs of the Borrower (including without limitation pro forma financial
statements), copies of which have been furnished to the Bank.

“ GAAP ” shall mean generally accepted accounting principles consistently applied throughout the period involved.

“ General Intangibles ” shall mean all “general intangibles” as defined in the UCC, and in any event shall include without
limitation the choses in action, designs, patents, trademarks, service marks, trade names, copyrights, trade secrets, customer lists,
inventions, Software, software programs, good will, applications for registration, registrations, licenses, franchises, customer lists, tax
refund claims, guarantee claims, security interest, rights to indemnification and all other intangible property of every nature (other
than Accounts).

“ Governmental Authority ™ shall mean the United States of America, any state, territory or district thereof, and any other
political subdivision or body politic created pursuant to any applicable Law, and any court, agency, department, commission, board,
bureau or instrumentality of any of the foregoing.

*“ Hazardous Substances ” shall mean (i) any hazardous or toxic substance, chemical or waste, or any pollutant or contaminant
defined as such in any now or hereafter existing Environmental Law, (ii) asbestos, (iii) radon, (iv) petroleum, its derivative by-
products and other hydrocarbons, (v) polychlorinated biphenyls, (vi) explosives, (vii) radioactive materials and (viii) any additional
substances or materials which at any time are classified or considered to be hazardous or toxic under any Environmental Laws.

“ Intellectual Property ” means all past, present and future: trade secrets, know-how and other proprietary information;
trademarks, Internet domain names, service marks, trade dress, trade names, business names, designs, logos, slogans (and all
translations, adaptations, derivations and combinations of the foregoing) indicia and other source and/or business identifiers, and the
goodwill of the business relating thereto and all registrations or applications for registrations which have heretofore been or may
hereafter be issued thereon throughout the world; copyrights (including copyrights for computer programs) and copyright registrations
or applications for registrations which have heretofore been or may hereafter be issued throughout the world and all tangible property
embodying the copyrights; unpatented inventions (whether or not patentable); patent applications and patents; industrial designs,
industrial design applications and registered industrial designs; license agreements related to any of the foregoing and income
therefrom; books, records, writings, computer tapes or disks, flow diagrams, specification sheets, computer software, source codes,
object codes, executable code, data, databases and other physical manifestations, embodiments or incorporations of any of the
foregoing; the right to sue for all past, present and future infringements of any of the foregoing; all other intellectual property; and all
common law and other rights throughout the world in and to all of the foregoing.

“ Laws " shall mean any federal, state or local law, statute, ordinance, order, decree, rule or regulation.

“ Letter of Credit ” shall have the meaning specified in Section 2.01(E).

“ Loan ” shall mean the Revolving Credit Loan.

“ Net Earnings ” shall mean, with respect to any Person and for any period, the amount of such Person’s net income after
taxes, determined in accordance with GAAP, excluding therefrom any gains and losses from dispositions of fixed assets, income and

losses from discontinued operations, gains and losses from disposition of discontinued operations and extraordinary items.

“ Non-Tangible Collateral ” means, with respect to any Debtor, collectively, such Debtor’s Accounts, Contract Rights and
General Intangibles.

“ Note ” shall mean the Revolving Credit Note.

“ Obligations " shall mean, with respect to any Person, all of such Person’s liabilities, obligations and indebtedness to the
Bank of any and every kind and nature, including the Loans, such Person’s other liabilities and obligations to the Bank under this

Agreement, and such Person’s liabilities and obligations to the Bank under any other agreement, document or instrument,
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(including any guaranty of another Person’s Obligations), whether heretofore, now or hereafter owing, arising, due or payable by or
from such Person to the Bank, howsoever evidenced, created, incurred, acquired or owing, and whether joint, several, primary,
secondary, direct, contingent, fixed or otherwise.

“ Permitted Liens ” shall mean (1) liens and security interest securing Obligations owed by Borrower to Bank; (2) liens for
taxes, assessments, or similar charges either not yet due to being contested in good faith; (3) liens of materialmen, mechanics,
warehouseman, or carriers, or other like liens arising in the ordinary course of business and securing obligations which are not yet
delinquent; (4) purchase money liens or purchase money security interests upon or in any property acquired or held by Borrower to
secure indebtedness outstanding on the date of this Agreement or permitted to be incurred under this Agreement; (5) liens and security
interests which, as of the date of this Agreement, have been disclosed to and approved by the Bank in writing; (6) those liens and
security interests which in the aggregate constitute an immaterial and insignificant monetary amount with respect to the net value of
Borrower’s assets and (7) a lien in favor of Craig Wm. Earnshaw and Colleen Earnshaw on the Stock of Lifelink Corporation, a
subsidiary of Borrower.

“ Person ” shall mean any individual, corporation, partnership, association, joint-stock company, trust, unincorporated
association, joint venture, court, Governmental Authority, or any other similar entity.

“ Premises ” shall mean the Borrower’s principal place of business located at 1900 E. Golf Road, Suite 1200, Schaumburg,
Ilinois, 60173.

“ Prime Rate ” shall mean the rate of interest referred to by the Bank from time to time as its prime rate, as fixed by the
management of the Bank for the guidance of its loan officers, whether or not such rate is otherwise published, with each change in
such prime rate to take effect on the same day as the determination of each change by the Bank. Such rate is not necessarily the most
favorable rate offered by the Bank to its borrowers.

“ Revolving Credit Loan ” shall have the meaning specified in Section 2.01(A).

* Revolving Credit Loan Commitment ” shall have the meaning specified in Section 2.01(A).

* Revolving Credit Loan Termination Date ” shall have the meaning specified in Section 2.01(A).

“ Revolving Credit Note ” shall have the meaning specified in Section 2.01(D).

*“ Special Collateral ™ shall have the meaning specified in Section 4.06.

“ Stock ” shall mean all shares, options, interests, participations or other equivalents, howsoever designated, of or in a
corporation, partnership or similar entity, whether voting or nonvoting, including common stock, warrants, preferred stock,
convertible debentures, partnership interests and all agreements, instruments and documents convertible, in whole or in part, into any
one or more of the foregoing.

* Stockholders ” shall mean those parties who own stock in Borrower.

*“ Subsidiary ” shall mean, with respect to any Person, any corporation, partnership or similar entity of which fifty percent
(50%) or more of the outstanding Stock having ordinary voting power is at the time, directly or indirectly, owned by such Person
and/or one or more of such Person’s Subsidiaries (irrespective of whether, at the time, Stock of any other class or classes of such
entity shall have or might have voting power by reason of the happening of any contingency).

“ Supplemental Documentation ” means all agreements, instruments, documents, financing statements, warehouse receipts,
schedules of accounts assigned, mortgages, certificates of title and other written matter necessary or requested by the Bank to create,
evidence, enforce, perfect or maintain perfected the Bank’s security interest in the Collateral and the Premises and to consummate the
transactions contemplated in or by this Agreement and the other Documents.

“ Tangible Net Worth ” shall mean Borrower’s tangible assets less liabilities, prepaids (including without limitation prepaid
rents and prepaid bonuses), and amounts due from officers, employees, shareholders and Affiliates, determined in
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accordance with GAAP. Without limiting in any way those assets which are generally deemed to be “intangible” and therefore not
included in a calculation of “tangible assets,” the parties specifically acknowledge that organization costs and non-competition
agreements are “intangible assets.”

*“ UCC ” means the Uniform Commercial Code as in effect in the State of Illinois on the date of this Agreement, as may be
amended or otherwise modified, including by the UCC Revisions;

*“ UCC Revisions ” means, the revisions to Article 9 and other Articles of the Uniform Commercial Code, as adopted by the
State of Illinois, effective July 1, 2001.

* Unused Balance ” shall have the meaning specified in Section 2.05.

1.02 Any accounting terms used in this Agreement which are not specifically defined shall have the meaning
customarily given them in accordance with GAAP; provided , however , that, in the event that changes in generally accepted
accounting principles shall be mandated by the Financial Accounting Standards Board, or any similar accounting body of comparable
standing, or shall be recommended by the Borrower’s certified public accountants, to the extent that such changes would modify such
accounting terms or the interpretation or computation thereof, such changes shall be followed in defining such accounting terms only
from and after such date as the Borrower and the Bank shall have amended this Agreement to the extent necessary to reflect any such
changes in the financial covenants and other terms and conditions of this Agreement.

1.03 All other terms contained in this Agreement shall, when the context so indicates, have the meanings provided for by
the UCC or UCC Revisions, to the extent the same are used or defined therein.

ARTICLE II.
THE LOAN .

2.01 (A) Subject to the terms and conditions of this Agreement, the Bank will make a revolving credit facility (the
“Revolving Credit Loan Commitment”) available to the Borrower, pursuant to which the Bank may from time to time make revolving
credit advances (each, a “Revolving Credit Loan) to the Borrower. The aggregate amount of advances outstanding under the
Revolving Credit Loan Commitment shall at no time exceed the sum of $5,000,000.00 (the “Revolving Loan Commitment Amount™),
minus the amount of all outstanding Letters of Credit (including drawn but unreimbursed Letters of Credit). Amounts borrowed under
this Section may be repaid and reborrowed during the term of this Agreement. The Revolving Credit Loan Commitment shall
terminate on October 31, 2005 (the “Revolving Credit Loan Termination Date™).

(A) On the Closing Date, a Revolving Credit Loan in the amount of Three Million Dollars ($3,000,000.00) shall be
deposited into an interest bearing account at the Bank for the benefit of Borrower (“Cash Account”). The Cash Account shall be
opened in the name of Borrower but shall be pledged to the Bank as additional security for the Revolving Credit Loan and will not be
available for use by Borrower.

(B) The proceeds of Revolving Credit Loans (excluding the amount deposited into the Cash Account) shall be
disbursed by deposit to the Borrower’s account maintained at the Bank or otherwise in accordance with the written instructions of the
Borrower or the other provisions of this Agreement. Revolving Credit Loans shall be used by the Borrower solely for working capital
purposes.

(© All outstanding Revolving Credit Loans together with any accrued but unpaid interest thereon shall be repaid in full
on the Revolving Credit Loan Termination Date. In addition, outstanding Revolving Credit Loans shall be repaid upon demand if and
to the extent that they exceed the limitations imposed by Section 2.01(A) above. Borrower may repay and reborrow under the
Revolving Credit Loan Commitment subject to the terms and conditions of this Agreement.

(D) The Revolving Credit Loans shall be evidenced by a Revolving Credit Note in the form attached as Exhibit A .

(E) The Bank may issue letter(s) of credit (“Letter(s) of Credit”) for Borrower’s account not exceeding in the aggregate
the lesser of (i) the “Revolving Loan Commitment Amount”; or (ii) One Million Five Hundred Thousand and 00/100 Dollars
($1,500,000.00) (including drawn but unreimbursed Letters of Credit). Each Letter of Credit will have an expiry date of
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no later than 365 days after the Revolving Credit Loan Termination Date but will be secured by cash on terms acceptable to Bank at
any time after the Revolving Credit Loan Termination Date, if the Revolving Loan is not extended by Bank. Borrower agrees to
execute any further documentation in connection with the Letters of Credit as Bank may reasonably request.

2.02 (A) Except as provided in Section 2.02(B) below, the Revolving Credit Loans shall bear interest at a floating
per-annum rate equal to the Prime Rate. Interest shall be adjusted daily and calculated on the basis of a 360-day year, counting the
actual number of days elapsed, and shall be paid monthly in arrears commencing on May 1, 2004 and continuing on the first day of
each month thereafter.

(B) Any Obligation of the Borrower which is not paid when due, whether at stated maturity, by acceleration or
otherwise, shall bear interest payable on demand at an interest rate equal to the Prime Rate then in effect plus five percent (5%) per
annum until paid. In addition, after the occurrence of any Event of Default and delivery to the Borrower of the Bank’s notice to
charge post-default interest, all Obligations of the Borrower shall bear interest at the highest rate provided for in the immediately
preceding sentence.

2.03 If, at any time, the interest rate and other charges imposed hereunder shall be deemed by any competent
Governmental Authority to exceed the maximum rate of interest permitted by any applicable Laws, for such time as the interest and
such charges would be deemed excessive, its application shall be suspended and there shall be charged instead the maximum rate of
interest and charges permissible under such Laws.

2.04 All payments, which are not prepayments, received from the Borrower for payment on the Loans shall be applied
by the Bank first to unpaid interest due and payable on the Revolving Credit Loans, second to any unpaid fees or expenses incurred by
or owed to the Bank, third to any late charges or fees, and fourth to the reduction of the principal outstanding on the Loan.

2.05 The Borrower shall pay to Bank a non-refundable usage fee in an amount equal to the product of .25% times the per
annum average Unused Balance. The unused balance means the result of (i) the Revolving Line Commitment Amount minus (ii) the
aggregate amount of all Revolving Credit Loans, and minus (iii) the face amount of all outstanding Letters of Credit (including drawn
but unreimbursed Letters of Credit).

2.06 All payments received from the Borrower hereunder shall be paid directly to the Bank without setoff or
counterclaim in immediately available funds. The Bank shall send the Borrower statements of all amounts due hereunder, which
statements shall be considered correct and conclusively binding on the Borrower absent manifest error.

2.07 (A) If (x) Regulation D of the Board of Governors of the Federal Reserve System, or (y) the adoption of any
applicable law, treaty, rule, regulation or guideline, or any change therein, or any change in the interpretation or administration thereof
by any governmental authority, central bank or comparable agency charged with the interpretation or administration thereof, or
compliance by Bank or its lending branch with any request or directive (whether or not having the force of law) of any such authority,
central bank or comparable agency, (a) shall subject Bank, its lending branch or any Loan to any tax, duty, change, stamp tax, fee,
deduction, withholding or other charge in respect of this Agreement, any Loan or the obligation of Bank to make or maintain any
Loan, or shall change the basis of taxation of payments to Bank of the principal of or interest on any Loan or any other amounts due
under this Agreement in respect of any Loan or its obligation to make or maintain any Loan (except for changes in the rate of tax on
the overall net income of Bank imposed by the federal, state or local jurisdiction in which Bank’s principal executive office or its
lending branch is located); (b) shall impose, modify or deem applicable any reserve (including, without limitation, any reserve
imposed by the Board of Governors of the Federal Reserve System), special deposit or similar requirement against assets of, deposits
with or for the account of, or credit extended by, Bank; or (c) shall impose on Bank any penalty with respect to the foregoing or any
other condition affecting this Agreement, the Loan or the obligation of Bank to make or maintain the Loan; and the result of any of
(a) through (c) above is to increase the cost to (or to impose a cost on) Bank of making or maintaining the Loan, or to reduce the
amount of any sum received or receivable by Bank under this Agreement then Bank shall notify Borrowers after it receives final
notice of any of the foregoing and, within 45 days after demand by Bank (which demand shall be accompanied by a statement setting
forth the basis of such demand), Borrowers shall pay directly to Bank such additional amount or amounts as will compensate the Bank
for such increased cost or such reduction.




(B) If either (i) the introduction of or any change in or change in the interpretation of any law or regulation or (ii) compliance
by Bank with any guideline or request from any central bank or other governmental authority (whether or not having the force of law)
affects or would affect the amount of capital required or expected to be maintained by Bank or any corporation controlling Bank and
Bank determines that the amount of such capital is increased solely by or solely based upon the existence of Bank’s commitment to
lend hereunder and other commitments of this type, then, upon demand by Bank, Borrower shall immediately pay to Bank, from time
to time as specified by Bank, additional amounts sufficient to compensate Bank in the light of such circumstances, to the extent that
Bank reasonably determines such increase in capital to be allocable to the existence of Bank’s commitment to lend hereunder.

ARTICLE I11.
CONDITIONS PRECEDENT

The obligation of the Bank to make the Loans is subject to the following conditions precedent:

3.01 The Borrower shall have delivered or caused to be delivered to the Bank on the Closing Date the following
Documents, each to be satisfactory to the Bank in all respects:

(A) The Revolving Credit Note duly executed by the Borrower.

(B) A certificate of the secretary or an assistant secretary of the Borrower, dated the date of the Closing Date, as to
incumbency, resolutions, charter, bylaws, and such other matters as Bank shall require.

(© A certificate, dated within 30 days of the Closing Date, of the Secretary of State of Delaware evidencing the good
standing of the Borrower.

(D) UCC Financing Statements regarding all Collateral, duly executed by the Borrower, as debtor, in a form acceptable
to the Bank and filed in such offices as Bank shall require.

(E) Pledge Agreement in favor of Bank pledging the Cash Account.
(F Evidence of insurance in the amounts and in form required under this Agreement.

(G) Such other documents, certificates or evidence as the Bank may request to consummate the transactions
contemplated hereby.

3.02 At the time of the Closing, at the time of each subsequent disbursement under the Revolving Credit Loan
Commitment and on the last day of each fiscal quarter of the Borrower after the date hereof, each of the following statements shall be
true.

(A) The representations and warranties set forth in this Agreement are true and correct as of such date.

(B) No Event of Default shall have occurred and be continuing, and no event shall have occurred and be continuing
that, with the giving of notice or passage of time or both, would be an Event of Default.

© No material adverse change shall have occurred in the financial condition of the Borrower since the date of this
Agreement.
(D) All liens on Collateral are and remain valid first priority liens (subject only to Permitted Liens) in full force and
effect.




ARTICLE IV.
SECURITY AGREEMENT

4.01 The property in which a security interest is granted pursuant to the provisions of Sections 4.02 and 4.03 is herein
collectively called the “Collateral.” The Collateral, together with all of the Borrower’s other property of any kind held by the Bank,
shall stand as one general, continuing collateral security for all Obligations of the Borrower and may be retained by the Bank until all
such Obligations have been satisfied in full, and this Agreement is terminated.

4.02 As security for the prompt satisfaction of all Obligations of the Borrower, the Borrower hereby assigns, transfers
and sets over to the Bank all of its right, title and interest in and to, and grants the Bank a lien on and a security interest in, all amounts
that may be owing from time to time by the Bank to the Borrower in any capacity, including, but without limitation, any balance or

share belonging to the Borrower of any deposit or other account with the Bank, which lien and security interest shall be independent
of any right of set-off which the Bank may have.

4.03 Grant of Security Interest . As security for the payment of all Obligations of the Borrower, the Borrower hereby
assigns to Bank, and grants to Bank a continuing security interest in, the following, whether now or hereafter existing or acquired:

All of Borrower’s:

(i) Accounts;

(i) Certificated Securities;

(iii) Chattel Paper;

(iv) Computer Hardware and Software and all rights with respect thereto, including, any and all licenses,
options, warranties, service contracts, program services, test rights, maintenance rights, support rights,
improvement rights, renewal rights and indemnifications, and any substitutions, replacements, additions
or model conversions of any of the foregoing;

(v) Contract Rights;

(vi) Deposit Accounts;

(vii) Documents;

(viii) Financial Assets;

(ix) General Intangibles, including Payment Intangibles and Software;

x) Goods (including all of its Equipment, Fixtures and Inventory), and all accessions, additions,
attachments, improvements, substitutions and replacements thereto and therefor;

(xi) Instruments;

(xii) Intellectual Property;

(xiii) Investment Property;

(xiv) money (of every jurisdiction whatsoever);

(xv) Letter-of-Credit Rights;




(xvi) Security Entitlements;

(xvii)  Supporting Obligations;

(xviii)  Uncertificated Securities; and

(xix) to the extent not included in the foregoing, other personal property of any kind or description;

together with all books, records, writings, data bases, information and other property relating to, used or useful in connection with, or
evidencing, embodying, incorporating or referring to any of the foregoing, and all Proceeds, products, offspring, rents, issues, profits
and returns of and from any of the foregoing; provided that to the extent that the provisions of any lease or license of Computer
Hardware and Software or Intellectual Property expressly prohibit (which prohibition is enforceable under applicable law) the
assignment thereof, and the grant of a security interest therein, Bank will not enforce its security interest in Borrower’s rights under
such lease or license (other than in respect of the Proceeds thereof) for so long as such prohibition continues, it being understood that
upon request of the Bank, Borrower will in good faith use reasonable efforts to obtain consent for Bank’s enforcement of such security
interest in Borrower’s rights under such lease or license.

Borrower warrants that: (i) no financing statement (other than * Permitted Liens ™) covering any of the Collateral is on file in
any public office; (ii) Borrower is and will be the lawful owner of all Collateral, free of all liens and claims whatsoever, other than the
security interest hereunder and Permitted Liens, with full power and authority to execute this Agreement and perform Borrower’s
obligations hereunder, and to subject the Collateral to the security interest hereunder; (iii) all information with respect to Collateral
and Account Debtors set forth in any schedule, certificate or other writing at any time heretofore or hereafter furnished by Borrower to
Bank is and will be true and correct in all material respects as of the date furnished; (iv) Borrower’s state of incorporation or
organization, Type of Organization, Organizational I.D. Number and place of business (or, if Borrower has more than one place of
business, its chief executive office) are as set forth on Schedule 4.03(a) hereto (and Borrower has not changed its state of
incorporation or organization, nor maintained its place of business (or, if Borrower has more than one place of business, its chief
executive office) at any other location at any time); (v) each other location where Borrower maintains a place of business is set forth
on Schedule 4.03(b) hereto; (vi) except as set forth on Schedule 4.03(c) hereto, Borrower is not now known and during the five years
preceding the date hereof has not previously been known by any trade name; (vii) Debtor’s exact legal name is as set forth on the
signature pages of this Agreement, except as set forth on Schedule 4.03(c) hereto, during the five years preceding the date hereof
Borrower has not been known by any legal name different from the one set forth on the signature pages of this Agreement nor has
Borrower been the subject of any merger or other corporate or organizational reorganization; (viii) Schedule 4.03(d) hereto contains a
complete listing of all of Borrower’s Intellectual Property which is subject to registration statutes; (ix) Schedule 4.03(e) hereto
contains a complete listing of all of Borrower’s Instruments, Deposit Accounts, Investment Property, Letter-of-Credit Rights, Chattel
Paper, Documents and Commercial Tort Claims; (x) except as set forth on Schedule 4.03(f) hereto, Debtor has no tangible Collateral
located outside of the United States; (xi) Schedule 4.03(g) hereto contains a complete listing of Debtor’s tangible Collateral located
with any bailee, warehousemen or other third parties; and (xii) Schedule 4.03(h) hereto contains a complete listing of all of such
Collateral which is subject to certificate of title statutes.

4.04 The liens created in Sections 4.02 and 4.03 shall be first and prior liens, subject only to Permitted Liens.
4.05 With respect to Accounts, except as otherwise disclosed by the Borrower to the Bank in writing:
Q) the Accounts are genuine, in all respects what they purport to be and are not evidenced by a judgment;

(i) the Accounts represent undisputed, bona fide transactions completed in accordance with the terms and
provisions contained in the invoices and other documents evidencing same;

(iii) the amounts thereof, which are shown on all such invoices and statements, are actually and absolutely
owing to the Borrower and are not contingent for any reason;

(iv) there are no setoffs, counterclaims or disputes existing or asserted with respect to the Accounts and the
Borrower has not made any agreement with any Account Debtor thereof for any deduction therefrom;
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(v) there are no facts, events or occurrences which in any way impair the validity or enforceability of the
Accounts or tend to reduce the amount payable thereunder from the amount thereof;

(vi) to the best of the Borrower’s knowledge, all of the Account Debtors have the capacity to contract and are
solvent;

(vii) none of the Accounts is pursuant to an invoice requiring payment in more than thirty (30) days.

4.06 Immediately upon the Borrower’s receipt of that portion of the Collateral, if any, which is evidenced by an
instrument and/or document, including promissory notes, documents of title, certificated securities and warehouse receipts
(collectively the “Special Collateral) for the purpose of perfecting the Bank’s security interest in such Special Collateral, the
Borrower shall deliver the original thereof to the Bank, together with appropriate endorsements and/or specific evidence of the
assignment thereof to the Bank, in form and substance acceptable to the Bank.

4.07 If and to the extent that any of the Collateral is evidenced by, or arises under, any contract with the United States of
America or any agency or instrumentality thereof, the Borrower will immediately notify the Bank.

4.08 The Borrower covenants and agrees with the Bank as follows:

(A) The Borrower will not hereafter grant a security interest in the Collateral, or transfer the Collateral to any other
Person, except as specifically permitted by this Agreement.

(B) The Borrower will at all times defend the Collateral against any and all claims of any Person adverse to the claims
of the Bank.
© All Collateral covered by this Agreement is and will be kept only at Borrower’s Principal Place of Business.

Collateral shall not be removed to, or kept at, and Borrower shall not establish a place of business at, any other place without the prior
written consent of the Bank. If Collateral is at any time kept or located at locations other than Borrower’s Principal Place of Business,
the Bank’s security interest therein shall continue.

(D) The Borrower will promptly notify the Bank in writing of the Borrower’s acquisition of any Non-Tangible Assets
hereafter occurring.

(E) The Equipment will not at any time be affixed or attached to any real estate in such a manner that it will become a
fixture, unless the Bank shall have a first priority, perfected lien on such real estate as security for the Obligations of the Borrower.
The Equipment will be used or bought for use solely for business purposes.

(3] The Borrower shall permit the Bank to inspect and evaluate the Collateral and any books and records of the
Borrower relating thereto at all reasonable times and to verify any Accounts by any method satisfactory to the Bank, all at the expense
and risk of the Borrower.

(G) The Borrower will keep its records concerning the Non-Tangible Collateral in such a manner as will enable Bank
or its designees to determine at any time the status of the Non-Tangible Collateral;

(H) By identifying Accounts on any schedule or other document delivered to Bank the Borrower shall be deemed to be
making the representations and warranties contained in Section 4.05 with respect to such Accounts.

()] With respect to Accounts, the Borrower shall:

Q) promptly upon the Borrower’s learning thereof, inform the Bank in writing of any delay in the Borrower’s
performance of any of its obligations to any Account Debtor and of any assertion of any claims, offsets or
counterclaims by any Account Debtor and of any extraordinary allowances, credits and/or other monies
granted by the Borrower to any Account Debtor;
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(i) not permit or agree to any extension, compromise or settlement or make any change or modification of any
kind or nature with respect to any Eligible Accounts, including any of the terms relating thereto;

(iii) not permit or agree to any extension, compromise or settlement or make any change or modification of any
kind or nature with respect to any Account other than Eligible Accounts;

(iv) promptly upon the Borrower’s receipt or learning thereof, furnish to and inform the Bank of all material
adverse information relating to the financial condition of any Account Debtor; and

(v) keep all goods returned by any Account Debtor and all goods repossessed or stopped in transit by the
Borrower from any Account Debtor segregated from the other property of the Borrower, immediately
notify the Bank of the Borrower’s possession of such goods and hold the same as trustee for the Bank until
otherwise directed in writing by the Bank.

) With respect to Inventory, the Borrower shall from and after the date hereof keep correct and accurate records
itemizing and describing the type and quantity of Inventory, the Borrower’s cost therefor and the selling price thereof, all of which
records shall be available at all reasonable times, upon demand, to any of the Bank’s officers, employees or agent for inspection and
copying thereof.

(K) The Borrower shall keep and maintain the Equipment in good operating condition and repair and shall make all
necessary replacements thereof and renewals thereto so that the value and operating efficiency thereof shall at all times be maintained
and preserved.

(L) The Borrower shall, immediately on demand by the Bank, deliver to the Bank any and all evidence of ownership of
any Equipment, including any certificates of title and/or applications for title thereto.

(M) The Borrower shall notify the Bank within 10 days after the Borrower acquires any vehicles or other property
covered by a certificate of title and shall deliver to the Bank, upon demand by the Bank, certificates of title relating to such vehicles or
other property and appropriate financing statements, if required by applicable law, duly completed by the Borrower, to enable the
Bank to perfect its lien in such property.

4.09 The Borrower shall, at its sole cost and expense, keep and maintain the Collateral insured for the greater of the full
insurable value or the full replacement value thereof against loss or damage by fire, theft, explosions, sprinklers and all other hazards
and risks (i) covered by extended coverage and/or (ii) ordinarily insured against by other owners or users of properties in similar
businesses. All such policies of insurance shall be in form, with insurers and in such amounts as may be satisfactory to the Bank. The
Borrower shall deliver to the Bank a certificate of insurance with respect to each policy of insurance and evidence of payment of all
premiums for each such policy. Such policies of insurance shall contain a lender’s loss payable endorsement, in form and substance
acceptable to the Bank, showing loss payable to the Bank. Such endorsement or an independent instrument furnished to the Bank
shall provide that all insurance companies shall give the Bank at least thirty (30) days prior written notice before any such policy or
policies of insurance shall be altered or cancelled and that no act or default of the Borrower or any other Person shall affect the right of
the Bank to recover under such policy or policies of insurance in case of loss or damage. The Borrower hereby directs all insurers
under such policies of insurance to pay all proceeds payable thereunder directly to the Bank. The Borrower irrevocably appoints the
Bank and all officers, employees or agents designated by the Bank as the Borrower’s true and lawful attorney and agent in fact for the
purpose of making, settling and adjusting claims under such policies of insurance, endorsing the name of the Borrower on any check,
draft, instrument or other item of payment for the proceeds of such policies of insurance and for making all determinations and
decisions with respect to such policies of insurance. If Borrower at any time or times hereafter shall fail to obtain or maintain any of
the policies of insurance required above, or to pay any premium in whole or in part relating thereto, the Bank, without waiving or
releasing any of the Obligations of the Borrower or any Event of Default, may at any time or times thereafter, but shall be under no
obligation to do so, obtain and maintain such policies of insurance and pay such premiums and take any other action with respect
thereto which the Bank deems necessary or advisable. All sums so disbursed by the Bank, including attorney’s fees, court costs,
expenses and other charges relating thereto, shall be part of the Obligations, payable by the Borrower to the Bank on demand.
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4.10 The Bank may, at any time or times hereafter, in its sole discretion, without waiving or releasing any obligation,
liability or duty of the Borrower under this Agreement or the other Documents, or any Event of Default, pay, acquire and/or accept an
assignment of any security interest, lien, claim or encumbrance asserted by any Person against the Collateral. All sums paid by the
Bank in respect thereof and all costs, fees and expenses, including, without limitation, attorneys’ fees, court costs, expenses and other
charges relating thereto, which are incurred by the Bank on account thereof, shall be payable, upon demand, by the Borrower to the
Bank and shall be additional Obligations of the Borrower hereunder secured by the Collateral.

411 Each of the representations, warranties and agreements set forth in this Article 1V shall survive the execution and
delivery of this Agreement and shall remain effective until this Agreement shall have been terminated and all Obligations of the
Borrower shall have been paid and satisfied in full.

ARTICLE V.
REPRESENTATIONS AND WARRANTIES

To induce the Bank to consummate the transactions contemplated hereby, the Borrower represents and warrants to the Bank
as follows:

5.01 The Borrower is a corporation duly organized, validly existing and in good standing under the laws of the State of
Delaware, has the lawful power and authority to own its properties and to carry on its business as now conducted, is qualified to do
business and is in good standing as a foreign corporation in each jurisdiction wherein the nature of the business transacted or to be
transacted by it or property owned or to be owned by it makes such qualification necessary and where the failure to be so qualified
would have a material adverse effect on its business, properties or condition, financial or otherwise and possesses all material permits
necessary to operate the business it conducts.

5.02 The Borrower is empowered to perform all acts and things undertaken and done pursuant to this Agreement and has
taken all corporate or other action necessary to authorize the execution, delivery and performance of the Documents. The officers of
Borrower executing the Documents have been duly elected or appointed and have been fully authorized to execute such Documents at
the time executed. The Documents, when executed and delivered, will be the legal, valid and binding obligations of the Borrower,
enforceable against it in accordance with their respective terms.

5.03 The Financial Statements are complete and accurate, fairly present the financial condition of the Borrower at the
respective dates thereof and the results of operations for the respective periods covered thereby, and (subject to normal year-end
adjustments with respect to interim Financial Statements) were prepared in accordance with GAAP. The Borrower does not have any
material liabilities or obligations (contingent or otherwise), liability for taxes or unusual forward or long-term commitments, except as
disclosed in the Financial Statements.

5.04 Since the date of Borrower’s most recent Financial Statements, there has been no material change in the assets,
liabilities or condition, financial or otherwise, of Borrower, other than changes arising from transactions in the ordinary course of
business and the financing transactions contemplated by this Agreement, and none of such changes has been materially adverse.

5.05 Other than as set forth in the Financial Statements, there are no actions, suits or proceedings pending, or, to the best
of the knowledge of the Borrower, threatened against or affecting the Borrower at law or in equity or before or by any Governmental
Authority or any foreign equivalent thereof, which involve the possibility of any material judgment or liability, or which are, in the
aggregate, material in light of the financial condition and assets of the Borrower. There are no actions, suits, investigations or
proceedings pending, or to the best of the knowledge of the Borrower, threatened against the Borrower or its properties regarding
Environmental Laws, the manufacture, storage or treatment of Hazardous Substances or products liability.

5.06 The Borrower is not in violation of, and the execution and delivery of the Documents and the performance by the
Borrower of its obligations under the Documents, do not and will not result in the Borrower being in violation of or in conflict with, or
constitute a default under any of, the Borrower’s organizational documents, any term or provision of any note, mortgage, indenture,
contract, agreement, instrument, judgment or Law applicable to the Borrower, or result in the creation or imposition of any mortgage,
lien, charge or encumbrance of any nature whatsoever (other than those in favor of Bank) upon any of the assets of the Borrower
pursuant to any such term or provision. The Borrower is not in default, after the expiration of any
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applicable grace or cure periods, in any respect in the performance or fulfillment of any of its obligations, covenants or conditions
contained in any agreement or instrument to which it is a party or by which any of its properties may be bound, and the Borrower does
not know of any dispute regarding any such agreement or instrument.

5.07 The Borrower’s uses of the proceeds of the Loans are, and will continue to be, legal and proper corporate uses
which are consistent with all applicable Laws, with Borrower’s Articles of Incorporation, its By-Laws, the resolutions of its Board of
Directors, and the terms of this Agreement.

5.08 The Borrower does not have outstanding any Debt (except to Bank, if any) or other obligation for borrowed money,
or for the deferred purchase price of property or services and the Borrower is not obligated as guarantor, co-signer or otherwise on any
Debt or other obligation of any kind of any other Person, except and to the extent shown on the Financial Statements at the date of this
Agreement or incurred in the ordinary course of business. No Person is in default under any of said obligations.

5.09 All tax returns and reports of the Borrower required by law to be filed, have been duly filed, and all taxes,
assessments, fees and other governmental charges (other than those presently payable without penalty or interest) upon the Borrower
or upon any of its properties or assets, which are due and payable, have been paid. The charges, accruals and reserves on the books of
the Borrower in respect of taxes are considered adequate by the Borrower, and the Borrower does not know of any assessment of a
material nature against it.

5.10 Except to the extent that failure to comply would not materially interfere with the conduct of the business of the
Borrower, or affect in any way the Borrower’s obligations (or Bank’s rights) under the Documents, the Borrower has complied with
all applicable laws with respect to: (i) any restrictions, specifications or other requirements pertaining to the services Borrower
performs, (ii) the conduct of its business and (iii) the use, maintenance, and operation of the real and personal properties owned or
leased by it in the conduct of its business.

5.11 No authorization, consent, license or approval of, or filing or registration with, or notification to, any Governmental
Authority is required in connection with the execution, delivery or performance of the Documents by the Borrower, except for filings
necessary to perfect Bank’s Lien on the Collateral.

5.12 The Borrower has good and marketable title to all of its assets, all subject to no security interest, encumbrance, lien
or claim of any Person excepting only Permitted Liens, and there are no financing statements or other evidence of any such security
interest, encumbrance or lien or any claim of any Person on file in any public office other than those evidencing Permitted Liens.

5.13 Except as set forth on Schedule 5.13 , the Borrower does not own, directly or indirectly, any Stock. All outstanding
shares of the Borrower have been duly authorized, validly issued, fully paid and are nonassessable.

5.14 The Borrower has no liability in respect of any Defined Benefit Pension Plan, as defined in ERISA, and is not a
party to any such plan.

5.15 The Borrower is solvent, no transaction under or contemplated by this Agreement renders or will render the
Borrower insolvent, the Borrower retains sufficient capital for the business and transactions in which it engages or intends to engage,
no obligation incurred hereby is beyond the ability of the Borrower to pay as such obligation matures, the Borrower is not
contemplating either the filing of a petition under any state or federal bankruptcy or insolvency laws or the liquidating of all or a major
portion of any of its property, and Borrower has no knowledge of any person contemplating the filing of any such petition against it.

5.16 There exists no actual or to Borrower’s knowledge, threatened termination, cancellation or limitation of, or any
modification or change in, the proposed business relationship of Borrower with any customer or group of customers whose purchases
individually or in the aggregate are material to the current business of Borrower, or in the proposed business relationship of Borrower
with any material supplier, and Borrower reasonably anticipates that all such customers and suppliers will continue a business
relationship with Borrower on a basis no less favorable to the Borrower than that heretofore conducted; and there exists no other
condition or state of facts or circumstances which would materially adversely affect the current
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operation of the business of Borrower after the consummation of the transactions contemplated by this Agreement on a basis no less
favorable to the Borrower than that on which it has heretofore been conducted by Borrower.

5.17 No representation or warranty by the Borrower contained herein or in any certificate or other document furnished
by or on behalf of the Borrower in connection with the transactions hereunder contains any untrue statement of material fact or omits
to state a material fact necessary to make such representation or warranty not misleading in light of the circumstances under which it
was made.

5.18 All of the representations and warranties set forth in this Article V shall survive and continue to be true, complete
and correct until all Obligations of the Borrower hereunder are paid and satisfied in full and this Agreement shall have been
terminated.

ARTICLE VL.
NEGATIVE COVENANTS

The Borrower covenants that until all Obligations of Borrower are paid and satisfied in full, and the Bank’s obligations
hereunder have terminated, the Borrower will not, directly or indirectly, without the prior consent in writing of the Bank:

6.01 Except as provided in this Agreement, create, assume, incur or suffer or permit to exist any mortgage, pledge,
encumbrance, security interest, assignment, lien or charge of any kind or character upon any of its assets, including its inventory and
equipment, whether owned at the date hereof or hereafter acquired, excepting only Permitted Liens.

6.02 Make any loans, or advances, whether secured or unsecured, to, or make any guaranty of, or otherwise become
obligated on behalf of any other Person for, any such loans or advances to, any Person, except for guaranties in favor of the Bank.

6.03 Dispose by sale, assignment, lease, sale and leaseback or otherwise any Collateral (other than obsolete or worn out
Equipment not used or useful in its business), whether now owned or hereafter acquired, except that, so long as no Event of Default
shall have occurred and be continuing, such Person may sell its Inventory in the ordinary course of business as conducted by it on the
date of this Agreement.

6.04 Transfer, directly or indirectly, any of its assets or pay out, directly or indirectly, money or property or provide
services or do any other act, or fail to do any act, which would have the effect of materially and adversely affecting its ability to
perform its obligations hereunder.

6.05 Except as set forth on Schedule 5. 13, own, hold, purchase or acquire Stock, bonds, debentures or other securities
of, or make any capital contribution to, any Person, or form any Subsidiary.

6.06 Make any material change in its financial structure, make any material change in its management (except on prior
notice to the Bank), change its name (except on 90 days prior notice to the Bank), enter into any merger, consolidation, dissolution,
liquidation, reorganization or recapitalization, or reclassification of its Stock, or issue any Stock or issue any warrant, right or option
pertaining thereto or other security convertible into any of the foregoing.

6.07 Engage in business activities or operations substantially different from and unrelated to its business activities on the
date of this Agreement.

6.08 Declare or pay any dividends, or redeem or repurchase any of, or make any other payment or distribution on
account of, any Stock.

6.09 Enter into any sale-leaseback transaction.

6.10 Prepay any Debt (except as expressly permitted hereunder) or enter into or modify any agreement as a result of
which the terms of payment of any Debt are waived or modified.
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6.11 Directly or indirectly apply any part of the proceeds of the Loans for any purpose other than as set forth herein.

6.12 Directly or indirectly apply any part of the proceeds of the Loans to the purchasing or carrying of any “margin
stock” within the meaning of Regulation U of the Board of Governors of the Federal Reserve System, or any regulations,
interpretations or rulings thereunder.

6.13 Engage in any “prohibited transaction” within the meaning of Section 4975 of the Internal Revenue Code or
Section 406 of ERISA with respect to any “employee benefit plan,” as defined in Section 3(3) of ERISA, or effect any termination of
any Plan which would result in a liability to Borrower.

6.14 Create, incur or assume any Debt other than (i) the Loan, and (ii) Debt disclosed in Financial Statements provided
to the Bank on or before the date hereof.

6.15 Enter into, or be a party to, any transaction with any Affiliate, except in the ordinary course of and pursuant to the
reasonable requirements of its business and upon fair and reasonable terms which are fully disclosed in writing to the Bank and are no
less favorable to such Person than would be obtained in a comparable arm’s length transaction with a person not an Affiliate.

6.16 Maintain deposit accounts jointly with any Affiliate or commingle any funds with funds of any Affiliate.

6.17 Change its fiscal year.

6.18 Furnish the Bank any certificate or other document that will contain any untrue statement of material fact or that
will omit to state a material fact necessary to make it not misleading in light of the circumstances under which it was furnished.

ARTICLE VII.
AFFIRMATIVE COVENANTS

The Borrower covenants that until all Obligations of the Borrower are paid and satisfied in full, and the Bank’s obligations
hereunder have terminated, the Borrower will:

7.01 Furnish and deliver to the Bank:

M as soon as practicable, and in any event within ninety (90) days after the end of each fiscal year, the
Financial Statements of Borrower, audited by certified public accountants selected by the Borrower and
reasonably acceptable to the Bank;

(i) as soon as practicable, and in any event within forty-five (45) days after the end of the each fiscal quarter
of Borrower, (a) a statement of cash flows of the Borrower for such month and the portion of the fiscal year
then ended, (b) an income statement of the Borrower for such month and the portion of the fiscal year then
ended and (c) a balance sheet of the Borrower as of the end of such month; all in reasonable detail and
certified by an Authorized Borrower Representative as complete and accurate in all material respects, fairly
presenting the financial condition of the Borrower and prepared in accordance with GAAP;

(iii) within 5 days of filing, copies of all statements, reports and notices made available to Borrower’s security
holders and all reports on Form 10-K, 10-Q and 8-K filed with the Securities and Exchange Commission;

(iv) prompt notice of any material change in the composition of the Intellectual Property, including any
subsequent ownership right of Borrower in or to any copyright, patent or trademark or knowledge of an
event that materially adversely affects the value of the Intellectual Property;
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(v) with each set of Financial Statements delivered hereunder, a certificate of an Authorized Borrower
Representative (a) calculating Borrower’s compliance (or lack thereof) with the financial covenants in
Acrticle VIII hereof, in reasonable detail, and (b) stating that no Event of Default has occurred and is
continuing or if an Event of Default has occurred and is continuing setting forth a description of such event
and the steps being taken to remedy such event;

(vi) upon request by the Bank, evidence satisfactory to the Bank of the insurance coverages required under this
Agreement; and

(vii) with reasonable promptness, such other information materially concerning the business, properties,
conditions or operations, financial or otherwise, of the Borrower, or compliance by the Borrower with any
of the covenants in the Documents, as the Bank may from time to time reasonably request.

7.02 Furnish and deliver to Bank:

(1 immediately after the occurrence thereof, notice of any Event of Default or of any fact, condition or event
that with the giving of notice or passage of time or both, could become an Event of Default, or of the failure
by the Borrower to observe any of its respective undertakings hereunder;

(i) immediately after the occurrence thereof, notice of any default under any Debt, or under any indenture,
mortgage or other agreement relating thereto for which the Borrower is liable;

(iii) immediately after obtaining knowledge thereof, notice of any litigation or proceeding in which the
Borrower is a party involving potential claims in excess of $100,000.00 (whether or not the claim is
considered to be covered by insurance);

(iv) immediately after receipt of notice thereof, notice of the institution of any other suit or proceeding
involving the Borrower that might materially and adversely affect the Borrower’s business, properties or
conditions or operations, financial or otherwise; and

(v) immediately after the occurrence thereof, notice of any other matter which has resulted in, or might result
in, a materially adverse change in the business, properties, or the conditions or operations, financial or
otherwise, of the Borrower.

7.03 Promptly pay and discharge when due all taxes, assessments and other governmental charges imposed upon it, or
upon its income, profits or property, and all claims for labor, material or supplies which, if unpaid, might by law become a lien or
charge upon its property; provided, however, that it shall not be required to pay any tax, assessment, charge or claim if so permitted by
law, so long as the validity thereof shall be contested in good faith by appropriate proceedings and adequate reserves therefor in
accordance with GAAP shall be maintained on its books.

7.04 Maintain its inventory, equipment, real estate and other properties in good condition and repair (normal wear and
tear excepted), pay and discharge or cause to be paid and discharged when due, the costs of repairs to or maintenance of the same, and
pay or cause to be paid all rental or mortgage payments due on the same except if it is in good faith contesting by appropriate
proceedings such amounts due and is maintaining adequate reserves for such liability in accordance with GAAP.

7.05 Maintain and comply with leases covering real property, if any, used by it in accordance with the respective terms
thereof so as to prevent any default thereunder which may result in the exercise or enforcement of any landlord’s or other lien against
it or its property; provided, however, that it may contest any matters in connection with such leases in good faith and by appropriate
proceedings if it makes such payments as are required by law and maintains adequate reserves on its books in accordance with GAAP
in connection therewith.

7.06 Maintain its corporate existence, maintain all rights, privileges, franchises, permits and approvals necessary or
desirable for the continuation of its business, and comply with the requirements of all material agreements to which it is a party
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or by which any of its assets is bound, and all applicable Laws, including Environmental Laws, and orders of any Governmental
Authority, noncompliance with which would materially adversely affect its business, properties, condition, financial or otherwise, or
ability to repay its Obligations.

7.07 Keep adequate records and books of account and inventory, in which complete entries will be made in accordance
with its past practices and consistent with sound business practice, reflecting all of its financial transactions, and collect its accounts
only in the ordinary course of business.

7.08 Permit any of the Bank’s representatives to examine and inspect the Collateral, the Premises, all other of its
properties and operations, and all books of account, records, reports and other papers and to make copies and extracts therefrom, and
to discuss its affairs, finances and accounts with its officers and employees or its independent public accountants (and by this
provision the Borrower authorizes said accountants to discuss the finances and affairs of the Borrower) all at such reasonable times
and as often as may be reasonably requested. The Borrower shall pay all of Bank’s expenses incurred in connection with such
examinations and inspections.

7.09 Pay when due all of its Debt except if (with respect to Debt other than the Obligations) it is in good faith contesting
by appropriate proceedings such amounts due and has maintained adequate reserves for such liability in accordance with GAAP.

7.10 At the Bank’s request, execute and/or deliver to the Bank, at any time or times hereafter, all Supplemental
Documentation that the Bank may request, in form and substance acceptable to the Bank, and pay the costs of any recording or filing
of the same. The Borrower hereby irrevocably makes, constitutes and appoints the Bank (and all Persons designated by the Bank for
that purpose) as Borrower’s true and lawful attorney, effective immediately upon the failure or refusal of the Borrower to execute
and/or deliver to the Bank any Supplemental Documentation required hereby, to sign the name of the Borrower on any of the
Supplemental Documentation and to deliver any of the Supplemental Documentation to such Persons as the Bank, in its sole
discretion, may elect. The Borrower agrees that a carbon, photographic, photostatic, or other reproduction of this Agreement or of a
financing statement is sufficient as a financing statement and may be filed by the Bank in any filing office.

7.11 Maintain, in addition to the insurance on Collateral required pursuant to Section 4.09 above, liability insurance in
form, with insurers and in amounts as may be reasonably satisfactory to the Bank, showing the Bank as an additional insured and with
insurers and in amounts as may be satisfactory to the Bank.

7.12 Maintain its principal banking accounts with the Bank.

ARTICLE VIILI.
FINANCIAL COVENANTS

The Borrower covenants that until all Obligations of Borrower have been paid and satisfied in full, and the Bank’s
obligations hereunder have terminated, the Borrower will:

(A) Tangible Net Worth . Maintain a Tangible Net Worth of at least $3,750,000.00, measured quarterly based upon the
Financial Statements to be delivered pursuant to Section 7.01(ii) of this Agreement.

(B) Profitability . Maintain a minimum net income of at least $100,000.00 for each fiscal year ended December 31
during the term of this Agreement, as reported on the Financial Statements.

ARTICLE IX.
EVENTS OF DEFAULT

9.01 The occurrence of any of the following events or acts shall constitute an Event of Default (“Event of Default™):

(A) The Borrower defaults in the payment of any of its Obligations or any part thereof when the same shall become due
and payable, either by their terms or as otherwise herein provided which is not cured within 5 days.
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(B) Any Financial Statement, representation or warranty made by the Borrower herein or delivered by the Borrower
pursuant hereto or otherwise made in writing by the Borrower in connection with this Agreement proves to have been false in any
material respect as of the date on which it was made or deemed made.

© The Borrower defaults in the performance of any of the covenants, conditions or agreements contained in this
Agreement which is not cured within thirty (30) days, other than as set forth in 9.01(A) and 9.01(B).

(D) The Borrower fails to pay any Debt when due, or suffers to exist any other event of default giving rise to any
obligation under any agreement binding the Borrower and such failure or event of default continues beyond any applicable grace
period.

(E) The Borrower files a petition under any section or chapter of the United States Bankruptcy Code or any similar
federal or state law or regulation, the Borrower admits its inability to pay debts as they mature, the Borrower makes an assignment for
the benefit of one or more of its creditors, the Borrower makes an application for the appointment of a receiver, trustee or custodian
for any of its assets, or the Borrower files any case or proceeding for its reorganization, dissolution or liquidation or for relief from
creditors.

(F The Borrower is enjoined, restrained or in any way prevented by court order from conducting all or any material
part of its business affairs, a petition under any section or chapter of the United States Bankruptcy Code or any similar federal or state
law or regulation is filed against the Borrower, any case or proceeding is filed against the Borrower for its reorganization, dissolution
or liquidation or for creditor relief, or an application is made by any Person other than the Borrower for the appointment of a receiver,
trustee, or custodian for any of the Borrower’s assets, and such injunction, restraint, petition or application is not dismissed or stayed
within forty-five (45) days after the entry or filing thereof.

(©)) The Borrower conceals or removes or permits to be concealed or removed any part of its property with intent to
hinder, delay or defraud its creditors or any of them, or makes or suffers to be made a transfer of any of its property that may be
fraudulent under any federal or state bankruptcy, fraudulent conveyance or similar law.

(H) The Borrower permits any of its assets to be attached, seized, subjected to a writ or distress warrant, or levied upon,
or to come within the possession of any receiver, trustee, custodian or assignee for the benefit of creditors and does not cause the same
to be terminated within thirty (30) days thereafter.

()] Other than Permitted Liens, a notice of any charge is filed of record with respect to all or any of the Borrower’s
assets or any charge becomes a lien or encumbrance upon any such assets and the same is not released within thirty (30) days after the
same becomes a lien or encumbrance.

) The occurrence of any of the following events: (i) the happening of a Reportable Event with respect to any Plan
which the Bank determines in good faith might constitute grounds for the termination by the PBGC of such Plan or for the
appointment by the appropriate United States district court of a trustee to administer such Plan; (ii) any Plan which is not “sufficient
for benefit liabilities” (as determined under Section 4041(d)(1) of ERISA) shall be terminated,; (iii) the Borrower or any ERISA
Affiliate shall effect a complete or partial withdrawal from any Multiemployer Plan without the prior written consent of the Bank and
shall have a withdrawal liability (as determined under the Multiemployer Pension Plan Amendments Act of 1980); (iv) the Borrower
or any ERISA Affiliate shall, without the prior written consent of the Bank, withdraw from a Plan under which liability may be
imposed pursuant to Section 4063 of ERISA; (v) the appointment of a trustee by an appropriate United States district court to
administer any Plan; or (vi) the institution of any proceedings by the PBGC to terminate any Plan or to appoint a trustee to administer
any Plan.

(K) The Borrower suffers a final judgment for payment of money which shall not be on appeal and does not discharge
the same within a period of thirty (30) days.

(L) A judgment creditor of the Borrower obtains possession of any Collateral by any means, including without
limitation, levy, distraint, replevin or self-help.

18




(M) The occurrence of a default or an Event of Default under any of the other Documents which is not cured within the
time, if any, specified therefor in such other Document; or the actual or attempted unilateral termination, modification or abrogation
by any Person other than the Bank of any obligation under, or of any right or remedy of Bank under, any of the Documents.

9.02 Upon the occurrence of any Event of Default, and at any and all times while any Event of Default shall be
continuing, the Bank shall have all rights and remedies provided by this Agreement or any other Document and by applicable law and,
without limiting the generality of the foregoing, may, at its option, declare the Revolving Credit Loan Commitment to be terminated
by giving written notice thereof to the Borrower, and upon such declaration, all Obligations of the Borrower shall thereupon be and
become forthwith, due and payable, without any presentment, demands, protest or other notice of any kind, all of which are hereby
expressly waived. Further, in addition to all the rights and remedies provided in Article 9 of the UCC and any other applicable law,
the Bank may (but is under no obligation to do so): take physical possession of any of the Collateral and sell, lease or otherwise
dispose of the Collateral in whole or in part; require the Borrower to assemble the Collateral to which the Borrower has or is entitled
to possession at a place designated by the Bank, which is reasonably convenient to both parties; collect any money due or to become
due and enforce in the Borrower’s name all rights with respect to the Collateral; receive and open mail addressed to the Borrower;
and/or notify any Account Debtors (whether or not such Account Debtors are in default) to make payments directly to the Bank. The
Borrower agrees to deliver to the Bank promptly upon receipt thereof, in the form in which received (together with all necessary
endorsements), all payments received by the Borrower in respect of any Account. The Bank may apply all such payments against the
Borrower’s Obligations or at the Bank’s option to any of the Borrower’s accounts maintained at the Bank.

9.03 In exercising its right to sell, lease or otherwise dispose of the Collateral, the Bank may sell, lease or otherwise
dispose of all or any Collateral in its then condition, or after any further manufacturing or processing thereof, at public or private sale
or sales, with such notice as may be required by law, in lots or in bulk, all as the Bank, in its sole discretion, may deem advisable; such
sales may be adjourned from time to time with or without notice. The Bank shall have the right to conduct such sales on the
Borrower’s premises or elsewhere and shall have the right to use the Borrower’s premises without charge for such sales for such time
or times as the Bank may see fit. The Bank is hereby granted a license or other right to use, without charge, the Borrower’s labels,
patents, copyrights, rights of use of any name, trade secrets, tradenames, trademarks, service marks and advertising matter, or any
property of a similar nature, as it pertains to the Collateral, in advertising for sale and selling any Collateral and the Borrower’s rights
under all licenses and all franchise agreements shall inure to the Bank’s benefit. The Bank shall have the right to sell, lease or
otherwise dispose of the Collateral, or any part thereof, for cash, credit or any combination thereof, and the Bank may purchase all or
any part of the Collateral at public or, if permitted by law, private sale and, in lieu of actual payment of such purchase price, may set
off the amount of such price against the Borrower’s Obligations. The proceeds realized from the sale of any Collateral shall be
applied first to the costs, expenses and attorneys’ fees and expenses incurred by the Bank for collection and for acquisition,
completion, protection, removal, storage, sale and delivery of the Collateral; second to interest due upon any of the Borrower’s
Obligations; and third to the principal of the Borrower’s Obligations. If any deficiency shall arise, the Borrower shall remain liable to
the Bank therefor.

9.04 Any notice of any sale, lease, other disposition, or other intended action by the Bank shall be reasonable if it is
given to the Borrower at least ten (10) days in advance of the intended disposition or other intended action.

9.05 Upon and after the occurrence of an Event of Default, the Borrower irrevocably designates, makes, constitutes and
appoints the Bank (and all persons designated by the Bank) as the Borrower’s true and lawful attorney, and the Bank or its agent, may,
without notice to the Borrower, and at such time or times thereafter as the Bank or said agent, in its sole discretion, may determine, in
the Borrower’s or the Bank’s name: (i) demand payment of the Accounts; (ii) enforce payment of the Accounts, by legal proceedings
or otherwise; (iii) exercise all of the Borrower’s rights and remedies with respect to the collection of the Accounts and Special
Collateral; (iv) settle, adjust, compromise, extend or renew the Accounts; (V) settle, adjust or compromise any legal proceedings
brought to collect the Accounts or any other dispute with respect thereto; (vi) if permitted by applicable law, sell or assign the
Accounts and Special Collateral upon such terms, for such amounts and at such time or times as the Bank deems advisable; (vii)
discharge and release the Accounts and Special Collateral; (viii) prepare, file and sign the Borrower’s name on a Proof of Claim in
Bankruptcy or similar document against any Account Debtor; (ix) prepare, file and sign the Borrower’s name on any notice of lien,
assignment or satisfaction of lien or similar document in connection with the Accounts and Special Collateral; (x) do all acts and
things necessary, in the Bank’s sole discretion, to fulfill the Borrower’s obligations under this Agreement; (xi) endorse the name of the
Borrower upon any item of payment or proceeds and
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deposit the same to the account of the Bank on account of the Borrower’s Obligations; (xii) endorse the name of the Borrower upon
any chattel paper, document, instrument, invoice, freight bill, bill of lading or similar document or agreement relating to the Accounts,
Inventory and Special Collateral; (xiii) use the Borrower’s stationery and sign the name of the Borrower to verifications of the
Accounts and notices thereof to Account Debtors; and (xiv) use the information recorded on or contained in any data processing
equipment and computer hardware and software relating to the Accounts, Inventory and Special Collateral to which the Borrower has
access.

9.06 The Borrower agrees that in any sale of Collateral consisting of securities, the Bank is hereby authorized to comply
with any limitation or restriction in connection with such sale as Bank may be advised by counsel is necessary or advisable in order to
avoid any violation of applicable Law (including, without limitation, compliance with such procedures as may restrict the number of
prospective bidders and purchasers, require that such prospective bidders and purchasers have certain qualifications, and restrict such
prospective bidders and purchasers to Persons who will represent and agree that they are purchasing for their own account for
investment and not with a view to the distribution or resale of that portion of the Collateral consisting of securities), or in order to
obtain any required approval of the sale or of the purchaser by any governmental regulatory authority or official, and the Borrower
further agrees that such compliance shall not result in such sale being considered commercially unreasonable, nor shall the Bank be
liable or accountable to the Borrower for any discount allowed by reason of the fact that Collateral was sold in compliance with any
such limitation or restriction.

ARTICLE X.
MISCELLANEOUS

10.01  No failure or delay on the part of the Bank in exercising any right, power or remedy hereunder or under any other
Documents shall operate as a waiver thereof, nor shall any single or partial exercise of any such right, power or remedy preclude any
other or further exercise thereof or the exercise of any other right, power or remedy hereunder or under any other Document. The
remedies herein provided and under any other Document are cumulative and not exclusive of any remedies provided by law.

10.02  This Agreement and the other Documents constitute the entire agreement between the parties and there are no
promises expressed or implied unless contained herein and therein. No amendment, modification, termination or waiver of any
provision of the Documents nor consent to any departure by the Borrower therefrom shall in any event be effective unless the same
shall be in writing and signed by the Bank, and then such waiver or consent shall be effective only for the specific purpose for which
given, and shall not be deemed a waiver of or consent to any other matter or to the same matter in a different instance. No notice to or
demand on the Borrower in any case shall entitle the Borrower to any other or further notice or demand in similar or other
circumstances.

10.03  The Borrower will pay any documentary, stamp or similar taxes payable in respect of the Documents or the
Collateral granted hereby or in connection herewith. The Borrower will, on demand, reimburse the Bank for the fees and expenses of
legal counsel for the Bank incurred by the Bank in connection with the preparation of the Documents, and the negotiation and closing
of the transactions contemplated hereby. The Borrower will further, on demand, reimburse the Bank for all expenses, including the
fees and expenses of legal counsel for the Bank, incurred by the Bank in connection with any amendment or modification of the
Documents, the administration of the Loans and the enforcement of the Documents and the collection or attempted collection of the
Obligations of the Borrower.

10.04  (A) For the purposes of any action or proceeding involving the Documents or any other agreement or document
referred to therein, the Borrower hereby expressly submits to the jurisdiction of all federal and state courts located in the State of
Illinois and consents that any order, process, notice of motion or other application to or by any of said courts or a judge thereof may be
served within or without such court’s jurisdiction by registered mail or by personal service, provided a reasonable time for appearance
is allowed. The Borrower hereby irrevocably waives any objection that it may now or hereafter have to the laying of venue of any
suit, action or proceeding arising out of or relating to this Agreement or any other Document brought in any federal or state court
sitting in Cook County, State of Illinois, and hereby further irrevocably waives any claim that any such suit, action or proceeding
brought in any such court has been brought in an inconvenient forum.

(B) THE BORROWER HEREBY KNOWINGLY, VOLUNTARILY AND INTENTIONALLY WAIVES (TO THE
EXTENT PERMITTED BY APPLICABLE LAW) ANY RIGHT IT MAY HAVE TO A TRIAL BY JURY OF ANY
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DISPUTE ARISING UNDER OR RELATING TO THIS AGREEMENT, THE NOTE, ANY OTHER OF THE DOCUMENTS OR
ANY OTHER AGREEMENT OR DOCUMENT REFERRED TO HEREIN OR THEREIN AND AGREES THAT ANY SUCH
DISPUTE SHALL BE TRIED BEFORE A JUDGE SITTING WITHOUT A JURY.

10.05  The Borrower agrees to indemnify the Bank from and against any and all liabilities, obligations, losses, damages,
penalties, actions, judgments, suits, costs, expenses or disbursements of any kind or nature whatsoever (including, without limitation,
fees and disbursements of counsel) which may be imposed on, incurred by, or asserted against the Bank in any litigation, proceeding
or investigation instituted or conducted by any governmental agency or instrumentality or any other Person with respect to any aspect
of, or any transaction contemplated by, or referred to in, or any matter related to, this Agreement, whether or not the Bank is a party
thereto, except to the extent that any of the foregoing arises out of the gross negligence or willful misconduct of the Bank.

10.06  The Borrower acknowledges and agrees that this Agreement constitutes a commitment on the part of the Bank to
make advances, incur obligations and otherwise to give value to the Borrower and that all financing statements filed hereunder shall
remain in full force and effect until this Agreement shall have been terminated even if, at any time or times prior to such termination,
no Loans or other Obligations shall be outstanding hereunder. Accordingly, the Borrower waives any rights which it may have under
Section 9-404(1) of the UCC to demand the filing of termination statements with respect to the Collateral, and agrees that the Bank
shall not be required to send such termination statements to the Borrower, or to file them with any filing office, unless and until this
Agreement shall have been terminated and all Obligations of the Borrower shall have been paid in full in immediately available funds.

10.07  Any notices or consents required or permitted by this Agreement shall be in writing and shall be delivered in person
or sent by certified mail, postage prepaid, return receipt requested, or delivered by facsimile, or delivered by a nationally recognized
overnight express delivery service, in any case addressed as follows, unless such address is changed by written notice hereunder:

M If to the Borrower: Ebix, Inc., a Delaware corporation, f/k/a Ebix.com, Inc.
1900 E. Golf Road, Suite 1200
Schaumburg, Illinois 60173

(ii) If to the Bank: LaSalle Bank, N.A., national banking association
135 S. LaSalle Street
Chicago, Illinois 60603
Attention: William J. Robertson

Any such notice or communication shall be deemed to have been given either at the time of personal delivery, or in the case of
overnight express delivery, as of the date delivery was first attempted, or in the case of facsimile, upon receipt or in the case of
certified mail, five (5) days after delivery to the United States Postal Service.

10.08  This Agreement may be executed in any number of counterparts and by the different parties hereto in separate
counterparts, each of which when so executed and delivered shall be deemed to be an original and all of which taken together shall
constitute but one and the same instrument.

10.09  This Agreement shall become effective when it shall have been executed by the Borrower and the Bank, and
thereafter shall be binding upon and inure to the benefit of the Borrower and the Bank and their respective successors and assigns,
except that the Borrower shall not have the right to assign its rights hereunder or any interest herein without the prior written consent
of the Bank.

10.10  This Agreement has been, and any other Documents will be, delivered and accepted in and shall be deemed to be,
contracts made under and governed by the laws of the State of Illinois, and for all purposes shall be construed in accordance with the
laws of said State.

10.11  Any provision of this Agreement which is prohibited or unenforceable in any jurisdiction shall, as to such
jurisdiction, be ineffective to the extent of such prohibition or unenforceability without invalidating the remaining provisions
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hereof or affecting the validity or enforceability of such provision in any other jurisdiction; wherever possible, each provision of this
Agreement shall be interpreted in such manner as to be effective and valid under applicable Law.

10.12  All covenants, agreements, representations and warranties made by the Borrower herein and any and all certificates
and instruments delivered by the Borrower in connection herewith shall, notwithstanding any investigation by the Bank, be deemed
material and relied on by the Bank and shall survive the execution and delivery to the Bank of this Agreement, the Notes, the other
Documents, and any extension or renewal thereof.

10.13  This Agreement shall secure and govern the terms of any amendments, extensions or renewals to the Note and the
Documents.

10.14  From time to time, the Borrower will execute and deliver to Bank such additional documents and will provide such
additional information as the Bank may reasonably require to carry out the terms of this Agreement and be informed of the Borrower’s
status and affairs.

10.15  All Exhibits and Schedules attached to this Agreement shall be deemed incorporated herein by this reference.

10.16  Whenever under the terms of this Agreement, the time for performance of a covenant or condition falls upon a day
which is not a Business Day, such time for performance shall be extended to the next Business Day. Unless otherwise stated, all
references herein to “days” shall mean calendar days.

10.17  This Agreement and the other Documents supersede all prior negotiations, understandings and agreements of the

parties hereto and thereto in respect of the transactions contemplated hereby, including without limitation those expressed in any
commitment or proposal letter.

[Signature Page to Follow]
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IN WITNESS WHEREOF, the parties have hereunto caused this Agreement to be executed by their respective officers
thereunto duly authorized, as of the date first above written.
BORROWER:

EBIX, INC., ADELAWARE CORPORATION, F/K/A
EBIX.COM, INC.

By: /sl R. J. Baum

Print Name: R.J. BAUM

Title: CFO
BANK:

LaSALLE BANK, N.A.

By: /s/ Wm Robertson
Print Name: WM ROBERTSON
Title: S.V.P.
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Schedule 4.03(a)-
Schedule 4.03(b)-
Schedule 4.03(c)-
Schedule 4.03(d)-
Schedule 4.03(e)-
Schedule 4.03(f)-
Schedule 4.03(g)-
Schedule 4.03(h)-
Schedule 5.13

Schedule Index

State of Incorporation or Organization
Addresses of Borrower’s Other Locations
Trade Names, Prior Legal Names, etc.

Patents, Trademarks, Copyrights

Borrower’s Instruments, Deposit Accounts, etc.
Collateral Not Located in the United States
Collateral Located with Third Parties
Collateral Subject to Certificates of Title

Stock Owned by Borrower
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SCHEDULE 4.03(a)

STATE OF INCORPORATION OR ORGANIZATION

Information Required Company

Exact Legal Name
State of Organization
Type of Organization
Organizational 1.D. Number
Place of Business (or, if more than one, the Chief Executive Office)
[ALL SCHEDULES TO BE COMPLETED FOR EACH DEBTOR]
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SCHEDULE 4.03(b)

ADDRESSES OF BORROWER’S OTHER LOCATIONS
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SCHEDULE 4.03(c)

TRADE NAMES, PRIOR LEGAL NAMES, ETC.

27




SCHEDULE 4.03(d)

PATENTS
Patent/Serial No. Country Co. Name Held In Issue Date
TRADEMARKS
Trademark Name Registration/Serial No. Country Co. Name Held In. Issue Date
COPYRIGHTS
Copyright Name Country Co. Name Held In. Issue Date
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Instruments:

Deposit Accounts:
Investment Property:
Letter-of-Credit Rights:
Chattel Paper:

Documents:

Commercial Tort Claims:

SCHEDULE 4.03(e)
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SCHEDULE 4.03(f)

COLLATERAL NOT LOCATED IN THE UNITED STATES
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SCHEDULE 4.03(g)

COLLATERAL LOCATED WITH THIRD PARTIES
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SCHEDULE 4.03(h)

COLLATERAL SUBJECT TO CERTIFICATE OF TITLE
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SCHEDULE 5.13

STOCK OWNED BY BORROWER
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PLEDGE AGREEMENT
(DEPOSIT ACCOUNT)

THIS PLEDGE AGREEMENT (the “Pledge Agreement”) is made and dated this 21 °" day of April, 2004, by and among
EBIX, INC ., a Delaware corporation f/k/a EBIX.COM, INC . (the “Borrower”), and LaSALLE BANK NATIONAL
ASSOCATION, a national banking association (“Borrower”).

RECITALS

WHEREAS , Bank has agreed to extend credit to Borrower from time to time on the terms and subject to the conditions set
forth in that certain Amended and Restated Loan And Security Agreement and the documents, instruments, and agreements
ancillary thereto, as amended, extended or replaced from time to time, (collectively, the “Loan Agreement™); and

WHEREAS , to induce Bank to extend such credit, and as a condition of Bank entering into the Loan Agreement, Borrower
has agreed to pledge and to grant to Bank a security interest in and lien upon certain property of Borrower described more particularly
herein.

NOW, THEREFORE , in consideration of the above Recitals and for other good and valuable consideration, the receipt and
adequacy of which are hereby acknowledged, the parties hereto hereby agree as follows:

1. Terms and Definitions . Capitalized terms not otherwise defined herein have the same meanings as in the Loan
Agreement.

2. Pledge . Borrower hereby pledges, assigns and grants to Bank a security interest in the property described in
Paragraph 2 below (collectively and severally, the “Collateral™) to secure payment and performance of the Obligations.

3. Collateral . The Collateral shall consist of all right, title and interest of Borrower in and to, whether now existing
or hereafter acquired, deposit account no. maintained by Borrower with Bank (together with all substitution, additional, and

replacement accounts, the “Account™), all interest, earnings and accruals thereon, all certificates and instruments evidencing the
Account, and all proceeds of the foregoing.

4. Obligations . The Obligations secured by this Pledge Agreement shall consist of any and all debts, obligations,
and liabilities of Borrower to Bank arising out of or related to the Loan Agreement (whether principal, interest, fees or otherwise,
whether now existing or hereafter arising, whether voluntary or involuntary, whether or not jointly owed with others, whether direct or
indirect, absolute or contingent, contractual or tortious, liquidated or unliquidated, arising by operation of law or otherwise, whether or
not from time to time decreased or extinguished and later increased, created or incurred and whether or not extended, modified,
rearranged, restructured, refinanced, or replaced, including without limitation, modifications to interest rates or other payment terms of
such debts, obligations, or liabilities).

5. Representations and Warranties . Borrower hereby represents and warrants that: (a) except for the security
interest granted hereunder, Borrower (i) is and will at all times continue to be the direct and beneficial owner of the Collateral, (ii)
holds the same free and clear of all liens except the lien created by this Pledge Agreement and those permitted by the Loan
Agreement; and (iii) will not dispose of or make any assignment, pledge, hypothecation or transfer of, or create or permit to exist any
security




interest in or other lien on, the Collateral, other than in accordance with the terms of this Pledge Agreement or the Loan Agreement;
(b) Borrower (i) has the power and authority to pledge the Collateral in the manner hereby done or contemplated and (ii) will defend
its title or interest thereto or therein against any and all liens (other than the liens created by this Pledge Agreement or by the Loan
Agreement), however arising, of all persons whomsoever; (c) no consent of any other person (including stockholders or creditors of
Borrower) and no consent or approval of any governmental authority or any securities exchange was or is necessary to the validity or
enforceability of the pledge effected hereby, except such consents as have been obtained and are in full force and effect; and (d) by
virtue of the execution and delivery by Borrower of this Pledge Agreement Bank will have a first priority perfected security interest in
the Collateral perfected by control.

6. Covenants . Borrower agrees (a) not to make or permit to be made any withdrawals or transfers from the Account;
and (b) not to close or terminate the Account.

7. Default . A default under this Pledge Agreement shall be deemed to exist upon the occurrence of (i) Borrower’s
breach of any of the terms of this Pledge Agreement; or (ii) an Event of Default under the Loan Agreement (an “Event of Default™).

8. Remedies .

a. Upon the occurrence of an Event of Default, Bank may, without notice to or demand on Borrower and in addition to
all rights and remedies available to Bank under the Loan Agreement with respect to the Obligations, at law, in equity or otherwise, do
any one or more of the following:

Q) Withdraw or cause to be withdrawn all amounts on deposit in the Account and close the Account or
otherwise foreclose or otherwise enforce Bank’s security interest in any manner permitted by law or provided for in this Pledge
Agreement.

2 Recover from Borrower all costs and expenses, including, without limitation, reasonable attorneys’ fees
(including the allocated cost of internal counsel), incurred or paid by Bank in exercising any right, power or remedy provided by this
Pledge Agreement.

b. Any deficiency with respect to the Obligations which exists after the disposition or liquidation of the Collateral
shall be a continuing liability of Borrower to Bank and shall be immediately paid by Borrower to Bank.

9. Cumulative Rights . The rights, powers, and remedies of Bank under this Pledge Agreement shall be in addition to
all rights, powers, and remedies given to Bank by virtue of any statute or rule of law, the Loan Agreement or any other agreement, all
of which rights, powers, and remedies shall be cumulative and may be exercised successively or concurrently without impairing
Bank’s security interest in the Collateral.

10. Setoff . Borrower agrees that Bank may exercise its rights of setoff with respect to the Obligations in the same
manner as if the Obligations were unsecured.

11. Waiver . Any waiver, forbearance or failure or delay by Bank in exercising any right, power, or remedy shall not
preclude the further exercise thereof, and every right, power, or remedy of Bank shall continue in full force and effect until such right,
power or remedy is specifically waived in a writing executed by Bank. Borrower waives any right to require Bank to proceed against
any person or to exhaust any Collateral or to pursue any remedy in Bank’s power.
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12. Binding Upon Successors . All rights of Bank under this Pledge Agreement shall inure to the benefit of its
successors and assigns, and all obligations of Borrower shall bind its heirs, executors, administrators, successors, and assigns.

13. Entire Agreement; Severability . This Pledge Agreement contains the entire agreement between Bank and
Borrower with regards to the Collateral. If any of the provisions of this Pledge Agreement shall be held invalid or unenforceable, this
Pledge Agreement shall be construed as if not containing those provisions and the rights and obligations of the parties hereto shall be
construed and enforced accordingly.

14. References . The singular includes the plural. If more than one Borrower executes this Pledge Agreement, the term
Borrower shall be deemed to refer to each of the undersigned Borrowers as well as to all of them, and their obligations and agreements
hereunder shall be joint and several.

15. Choice of Law . This Pledge Agreement shall be construed in accordance with and governed by the laws of Illinois,
without giving effect to choice of law rules.

16. Amendment . This Pledge Agreement may not be amended or modified except in writing signed by each of the
parties hereto.

17. Addresses for Notices . All demands, notices, and other communications to Borrower or Bank provided for
hereunder shall be in writing mailed, delivered, or sent by facsimile, addressed or sent to it to the address or facsimile number, as the
case may be, of Borrower or Bank set forth below:

M If to the Borrower: Ebix, Inc., a Delaware corporation,
f/k/a Ebix.com, Inc.
1900 E. Golf Road, Suite 1200
Schaumburg, Illinois 60173
Attn:
Telephone:
Facsimile:

(i) If to the Bank: LaSalle Bank, N.A.,
a national banking association
135 S. LaSalle Street
Chicago, Illinois 60603
Attention: William J. Robertson
Telephone:
Facsimile:

All such demands, notices, and other communications shall, when mailed or sent by facsimile, be effective when deposited in
the mails, delivered or so sent, as the case may be, addressed as aforesaid.

18. Execution in Counterparts . This Pledge Agreement may be executed in counterparts each of which when so
executed shall be deemed to be an original and all of which when taken together shall constitute one and the same agreement

[Signature Page to Follow]
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IN WITNESS WHEREOF, the parties have hereunto caused this Agreement to be executed by their respective officers
thereunto duly authorized, as of the date first above written.
BORROWER:

EBIX, INC., ADELAWARE CORPORATION,
F/K/A EBIX.COM, INC.

By: /sl R. J. Baum

Print Name: R.J. BAUM

Title: CFO
BANK:

LaSALLE BANK, N.A.

By: /s/ Wm Robertson
Print Name: WM ROBERTSON
Title: S.V.P.




Exhibit 31.1
CERTIFICATION
I, Robin Raina, certify that:
1. I have reviewed this quarterly report on Form 10-Q of Ebix, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact
necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading with
respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all
material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in
this report;

4. The registrant’s other certifying officer and | are responsible for establishing and maintaining disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) for the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us
by others within those entities, particularly during the period in which this report is being prepared;

(b) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about
the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation;
and

(c) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s
most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is
reasonably likely to materially affect, the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer and | have disclosed, based on our most recent evaluation of internal control over financial
reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the
equivalent functions):

(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which
are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s
internal control over financial reporting.

Date: May 17, 2004 /s/ Robin Raina
Robin Raina
Chief Executive Officer




Exhibit 31.2
CERTIFICATION
I, Richard J. Baum, certify that:
1. I have reviewed this quarterly report on Form 10-Q of Ebix, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact
necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading with
respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all
material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in
this report;

4. The registrant’s other certifying officer and | are responsible for establishing and maintaining disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) for the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us
by others within those entities, particularly during the period in which this report is being prepared;

(b) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about
the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation;
and

(c) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s
most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is
reasonably likely to materially affect, the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer and | have disclosed, based on our most recent evaluation of internal control over financial
reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the
equivalent functions):

(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which
are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s
internal control over financial reporting.

Date: May 17, 2004 /s/ Richard J. Baum
Richard J. Baum
Chief Financial Officer




Exhibit 32.1
CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
In connection with the Quarterly Report on Form 10-Q of Ebix, Inc. (the “Company”) for the quarterly period ended March
31, 2004, as filed with the Securities and Exchange Commission on the date hereof (the “Report™), I, Robin Raina, Chief Executive
Officer of the Company, certify, pursuant to 18 U.S.C. 1350, as adopted pursuant to 906 of the Sarbanes-Oxley Act of 2002, that:

1. The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

2. The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of
the Company.

By: /s/ Robin Raina

Name: Robin Raina

Chief Executive Officer

May 17, 2004




Exhibit 32.2
CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
In connection with the Quarterly Report on Form 10-Q of Ebix, Inc. (the “Company”) for the quarterly period ended March 31, 2004,
as filed with the Securities and Exchange Commission on the date hereof (the “Report”), I, Richard J. Baum, Chief Financial Officer
of the Company, certify, pursuant to 18 U.S.C. 1350, as adopted pursuant to 906 of the Sarbanes-Oxley Act of 2002, that:
1. The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

2. The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of
the Company.

By: /s/ Richard J. Baum

Name: Richard J. Baum

Chief Financial Officer

May 17, 2004




