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Item 1.01 Entry into a Material Definitive Agreement

The information in Item 2.03 and Item 3.02 of this report relating to the closing of the transactions under
the company’s exchange agreements entered on January 11, 2010 (exchange agreements) with the holders of our 6%
convertible notes due December 15, 2010 (old notes) is incorporated herein by reference. The exchange agreements
are described in the company’s current report on Form 8-K filed on January 12, 2010 (prior report), and the form of
exchange agreements is included in the prior report as Exhibit 10.1, which is also incorporated herein by reference.

Item 2.03 Creation of a Direct Financial Obligation or Obligation under an Off-Balance Sheet Arrangement

On January 12, 2010, at the initial closing under the exchange agreements, the company issued the holders
of old notes an aggregate of $28.7 million principal amount of new 6% amortizing convertible notes due May 1,
2012 (exchange notes), together with the addition consideration described in Item 3.02 of this report. This resulted
in the extinguishment of the company’s obligations under the old notes, which were due December 15, 2010 in the
aggregate principal amount of $37 million. The information in Item 1.01 of the prior report relating to the
company’s obligations under the exchange notes, including the form of exchange notes filed as Exhibit 10.2 to the
prior report, is incorporated herein by reference.

Item 3.02 Unregistered Sales of Equity Securities

At the initial closing under the exchange agreements, in addition to the exchange notes described in
Item 2.03 of this report, the holders of old notes received cash payments totaling approximately $2.7 million and
five-year warrants (exchange warrants) to purchase a total of 1,285,038 shares of our common stock (warrant
shares). In accordance with the exchange agreements, we also made arrangements for issuing the holders of old
notes a total of 3,037,151 common shares (exchange shares) on a regular-way basis. The exchange shares were
issued on January 15, 2010, increasing the outstanding common stock to 33,521,512 shares as of that date. The
exchange notes, exchange warrants and exchange shares were issued without registration under the Securities Act of
1933, as amended (Securities Act), in reliance on an exemption under Regulation D of the Securities Act for
transactions not involving a public offering of securities.

The exchange notes are convertible by the holders into our common stock (conversion shares) at $2.18 per
share, and the exchange warrants are exercisable at $2.37 per share, subject in each case to certain volume
limitations and adjustment for certain fundamental change transactions or share recapitalizations. Conversion shares
will also be issuable at our election to satisfy all or part of our obligations for monthly principal amortization
payments on the exchange notes, which will begin on June 1, 2010. Conversion shares issued for that purpose will
be valued at the lesser of $2.18 per share or 95% of the 10-day volume-weighted average price of the common stock
ending on the second business day prior to the installment date, subject to a true-up mechanism. Conversion shares
and any warrant shares issued on a cashless exercise basis will be exempt securities issuable without registration
under Section 3(a)(9) of the Securities Act.
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