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Item 5. Other Events

In 2001, Ratexchange completed private offerings of convertible notes, in an aggregate principal amount of $3.5 million, due December 31,
2011. The notes bear interest at 12% per annum and may be converted into shares of Ratexchange s common stock at the election of the holder
anytime before their maturity or their redemption or repurchase by Ratexchange. The conversion rate is 2,703 shares of common stock per each
$1,000 principal amount of notes. Prior to June 30, 2003, certain investors converted their notes with a principal amount of $350,000 into
common stock.

In June 2003, the stockholders of Ratexchange approved the offer to exchange the current convertible notes for Series C convertible preferred
stock. On June 30, 2003, investors elected to exchange their notes with a principal amount of $2.7 million for 10,800,000 shares of Series C
preferred stock. The Series C convertible preferred stock is convertible on demand of the holder into Ratexchange s common stock at a ratio of
1:1. The holders of the Series C preferred stock will receive an annual dividend at the rate of 3.0% per annum, paid in cash.

Item 7. Exhibits

99.1 Securities Exchange Agreement in connection with Ratexchange Corporation
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