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NOV 2 2 2006 ﬁ“@;ﬁlCE OF SALE OF SECURITIES _SECUSEONLY _
URSUANT TO REGULATION D, .
& SECTION 4(6), AND/OR DATE RECEIVED
;NFORM LIMITED OFFERING EXEMPTION |

Subordinated Secured Convertible Note and Warrant Financing
Filing Under (Check box(es) that apply): ] Rule 504 [_] Rule 505 [X] Rule 506 [_] Section 4(6) [ ULOE

Typo ot Fiting: (X New iting. L] Amendment N

A. BASIC IDENTIFICATION DATA
1. Enter the information requested about the issuer
has ch indi h }

Name of Issuer (E] check if this is an amendment and name has changed, and indicate change. 06063031
Azaleos Corporation

Name ofOfI'cring(D check if this iRafl amendment and name has changed, and indicate change.) /30&5_‘(/
7

Address of Executive Offices {Number and Street, City, Siate, Zip Code} Telephone Number (Including Area Code)
18109 NE 76™ Street, Redmond, WA 98052 (425) 996-0539
Address of Principal Business Operations {Number and Street, City, State, Zip Code) Telephone Number (Including Area Code)
(if different from Executive Offices) Same as above

Same as above
Briefl Description of Business PRGCESSED—
Software and hardware manufacturer
Type of Business Organizalion e
corporation D limited partnership, already formed D other (please specify): t THOMSON

] business trust [ timited partnership, to be formed FINANCIAL

Month Year

Actual or Estimated Date of Incorporalion or Qrganization: B4 Actual [ Estimated

Jurisdiction of Incorporation or Qrganization: (Enter two-letter U.S. Postal Service abbreviation for State:
CN for Canada; FN for other foreign jurisdiction)

GENERAL INSTRUCTIONS

Federai:
Who Must File: All issucrs making an offering of securities in reliance on an exemption under Regulation D or Section 4(6), 17 CFR 230.501 et seq. or 15 U.S.C.
77d(6).

When To File: A notice must be filed no later than 15 days after the first sale of securities in the offering. A notice is deemed filed with the U.S. Sccuritics
and Exchange Commission (SEC) on the earlier of the date it is received by the SEC at the address given below or, if received at that address after the date on
which it is due, on the date it was mailed by United Siates registered or certified mail to that address.

Witere To File: U.S. Securities and Exchange Commnission, 450 Fifth Street, N.W., Washington, D.C. 20549,

Copies Required: Five (5) copics of this notice must be filed with the SEC, one of which must be manually signed. Any copies not manually signed must be
photocopies of the manually signed copy or bear typed or printed signatures.

Information Required: A new filing must contain all information requested. Amendments need only report the name of the issuer and offering, any changes
thereto, the information requested in Part C, and any material changes from the information previously supplied in Parts A and B. Part E and the Appendix need
not be filed with the SEC.

Filing Fee: There is no federal filing fee.

State:

This notice shall be used to indicate reliance on the Uniform Limited Offering Exemption (ULOE) for sales of securities in those states that have adopted
ULOE and that have adopted this form. Issuers relying on ULOE must file a separate notice with the Securities Administrator in each state where sales
arc¢ to be, or have been made. If a state requires the payment of a fee as a precondition to the claim for the exemption, a fee in the proper amount shall
accompany this form. This notice shall be filed in the appropriate states in accordance with state law. The Appendix to the notice constitutes a part of
this notice and must be completed.

ATTENTION

Failure to file notice in the appropriate states will not result in a loss of the federal exemption, Conversely, failure to file the
appropriate federal notice will not result in a loss of an available state exemption unless such exemption is predictated on the

ﬁligg of a federal notice.

Persons who respond to the collection of information contained in this form 1 of 9
SEC 1972 (5-05) arc not required to respond unless the form displays a currentiy valid OMB
control number. American LegalNat, Inc,

www.USCourtForms.com




. A, BASIC IDENTIFICATION DATA

2. Enter the information requested for the following:
®  Each promoter of the issucr, if the issuer has been organized within the past five years;

®  Each benceficial owner having the power to vote or dispose, or direct the vote or disposition of, 10% or more of a class of equity securities of the issuer.

e Each exccutive officer and director of corporate issuers and of corporate general and managing partners of partnership issuers; and
*  Each general and managing partner of partnership issuers.

Check Box(es) that Apply: D Promoter |____| Beneficial Owner E Executive Officer |:| Director [0 General and/or
Managing Partner

Full Name (Last name first, if individual)
Van Etten, Phil

Business or Residence Address (Number and Street, City, State, Zip Code)
18109 NE 76" Street, Suite 105, Redmond, WA 98052

Check Box(es) that Apply: |:| Promoter D Beneficial Owner D Exccutive Officer Dircctor |:| General and/or
Managing Partner

Full Name (Last name first, if individual)
Fade, Richard

Business or Residence Address (Number and Street, City, State, Zip Code)
18109 NE 76" Street, Suite 105, Redmond, WA 98052

Check Box(es) that Apply: EPromoter D Beneficial Owner @ Executive Officer E Director D General and/or
Managing Partner

Full Name (Last name first, if individual}
McCall, Keith

Business or Restdence Address (Number and Street, City, State, Zip Code)
18109 NE 76™ Street, Suite 105, Redmond, WA 98052

Check Box(es) that Apply: [ Promoter  [] Beneficial Owner [ Exccutive Officer  [X] Director  [] General and/or
Managing Partner

Full Name (Last name first, if individual)

Higgins, Pete

Business or Restdence Address (Number and Street, City, State, Zip Code)
18109 NE 76" Street, Suite 105, Redmond, WA 98052

Check Box{es) that Apply: D Promoter D Beneficial Qwner D Excecutive Officer X} Director  [] General and/or
Managing Partner

Full Name (Last name first, if individual)
Slade, Mike

Business or Residence Address (Number and Street, City, State, Zip Code)
18109 NE 76" Street, Suite 105, Redmond, WA 98052

Check Box(es) that Apply: B4 Promoter X Beneficial Owner [] Executive Officer D Director  [] General and/or
Managing Partner

Full Name (Last name first, if individual)
Gerdes, Roger

Business or Residence Address (Number and Street, City, State, Zip Code)
23724 SE 170" Street, Maple Valley, WA 98038

Check Box(es) that Apply: ] Promoter [ Beneficial Owner [_] Executive Officer [ ] Director ] General and/or
Managing Partner

Full Name (Last name first, if individual)
Ignition Venture Partners 111, L.P.

Business or Residence Address (Number and Street, City, State, Zip Code)
11400 S.E. 6" Street, Suite 100, Bellevue, WA 98004

.. . . Amarican LagalNet, Inc.
(Use blank sheet, or copy and use additional copies of this sheet, as necessary) www.USCourtForms.com
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A. BASIC IDENTIFICATION DATA

2. Enter the information requested for the following:
s Each promoter of the issuer, if the issuer has been organized within the past five years,
®  Each beneficial owner having the power to vote or dispose, or direct the vote or disposition of, 10% or more of a class of equity securities of the issuer.

#  Each executive officer and director of corporate issuers and of corporate general and managing partners of partnership issuers; and
*  Each general and managing partner of partnership issuers.

Check Box(es) that Apply: [:I Promoter  [X] Beneficial Owner I:| Executive Officer  [_] Dircctor [ General andfor
Managing Partner

Full Name (Last name first, if individual)
Second Avenue Partners, LL.C

Business or Residence Address (Number and Street, City, State, Zip Codc)
1000 Second Avenue, Suite 1200, Seattle, WA 98104

Check Box(es) that Apply:  [] Promoter  [X] Beneficial Owner [] Executive Officer [ ] Director [ ] General and/or
Managing Pariner

Full Name (L.ast name first, if individual)
World’s Smallest Software Company

Business or Residence Address (Number and Street, City, State, Zip Code)
1000 Second Avenue, Suite 1200, Seattle, WA 98104

Check Box{es) that Apply: [] Promoter [] Beneficial Owner [_] Executive Officer |:| Director D General and/or
Managing Partner

Full Name (Last name first, if individual)

Business or Residence Address (Number and Street, City, State, Zip Code)

Check Box{cs) that Apply: D Promoter D Beneficial Owner D Executive Officer D Director D General and/or
Managing Partner

Full Name (Last name first, if individual)

Business or Residence Address (Number and Street, City, State, Zip Code)

Check Box(es) that Apply: ] Promoter ] Beneficial Owner ] Executive Officer [] Director  [] General and/or
: Managing Partner

Full Name (Last name first, if individual)

Busincss or Residence Address (Number and Street, City, State, Zip Code)

Check Box(es) that Apply: E] Promoter E] Beneficial Owner E] Executive Officer D Dircctor D General and/or
Managing Partner

Full Name (Last name first, if individual)

Business or Residence Address (Number and Street, City, State, Zip Code)

Check Box{es) that Apply: D Promoter D Beneficial Owner [:] Executive Officer E] Director [:] General and/or
Managing Partner

Full Name (Last name first, if individual)

Business or Residence Address (Number and Street, City, State, Zip Code)

(Use blank sheet, or copy and use additional copies of this sheet, as necessary) American LegalNet, Inc.
1 of 1 www.USCourtForms.com




B. INFORMATION ABOUT OFFERING

Yes No
I.  Has the issuer sold, or does the issuer intend to sell, to non-accredited investors in this offering? ... D E
Answer also in Appendix, Column 2, if filing under ULOE.
2. What is the minimum investment that will be accepted from any individual? ........c.ocvevcrncnreiemninenrnnseee. 3 VA
Yes No
3. Docs the offering permit joint ownership of a single unit? ... E D
4.  Enter the information requested for each person who has been or will be paid or given, directly or indirectly, any
commission or similar remuneration for solicitation of purchasers in connection with sales of securities in the offering.
[f a person to be listed is an associated person or agent of a broker or dealer registered with the SEC and/or with a state
or states, list the name of the broker or dealer. If more than five (5) persons to be listed are associated persons of such
a broker or dealer, you may set forth the information for that broker or dealer only.
Full Name (Last name first, if individual)
Business or Residence Address (Number and Street, City, State, Zip Code)
Name of Associated Broker or Dealer
States in Which Person Listed Has Solicited or Intends to Solicit Purchasers
(Check "All States" or check individual SIAtes) . . . ... ... i e [ Al States

O I o

N P

E][EI ] [A
EIEE
HE[E
SIEE
E
K
GIEIEE
HIHHE

Full Name (Last name first, if individual)

Business or Residence Address (Number and Street, City, State, Zip Codc)

Name of Associated Broker or Dealer

States in Which Person Listed Has Solicited or Intends to Solicit Purchasers

(Check "Ali States” or check individual Stales) . . .. ... e e e ] All States

P

HIE[E|E
GIGEIEE

Full Name (Last name first, if individual)

Business or Residence Address (Number and Street, City, State, Zip Code)

Name of Associated Broker or Dealer

States in Which Person Listed Has Solicited or Intends to Solicit Purchasers
{Check "All States" or check individual States) . . ... .o e ] Al states

IHI@ H Ei i

EIEIFEE
5][z](=[z]
BIEIGIE
EIEIC
=] [z][Z]
EIEIE]
GIE]

FIBIEIE




{Use blank sheet, or copy and use additional copies of this sheet, as necessary.)

. ' C. OFFERING PRICE, NUMBER OF INVESTORS, EXPENSES AND USE OF PROCEEDS

l.  Enter the aggregate offering price of securities included in this offering and the total amount already
sold. Enter "0" if the answer is "none” or "zero." If the transaction is an exchange offering, check
this box D and indicate in the columns below the amounts of the securities offered for exchange and
already exchanged.
Aggregate Amount Already
Type of Security Offering Price Sold

DIt S 1,500,000 51,500,000

B QUILY vttt ettt e e e 5
[] Common [] Preferred
Convertible Securitics (INCIUdING WATTANLS) .- wv.rverreerrereeemrerseeresiresesemres e sscssncssess s ensseee st $ 225,000° s 225,000°
Partnership INTEICSES ... c.comieieeececec et en e bbb 5 3
Other (Specify OO 5 5

TOMAL vt cererries s esrenese s s ane s e st cess et e e eme s era e oottt nn e sr e ans B 1,725,000 s 1,725,000
Answer also in Appendix, Column 3, if filing under ULOE.

2. Enter the number of accredited and non-accredited investors who have purchased securities in this
offering and the aggregate dollar amounts of their purchases, For offerings under Rule 504, indicate
the number of persons who have purchased securitics and the aggregate doliar amount of their
purchases on the total lincs. Enter 0" if answer is "none" or "zero.”

Aggregate
Number Doilar Amount
Investors of Purchases
Aceredited INVESIOIS ..ot et 3 s 1,725,000
NON-acCredited INVESLOTS ...oociiiiii ettt ettt sttt e v st et e e e s eee 5
Total (for filings under Rule 504 only)..........oo 3
Answer also in Appendix, Column 4, if filing under ULOE.
3. Ifthis filing is for an offering under Rule 504 or 505, enter the information requested for all securitics
sold by the issuer, to date, in offerings of the types indicated, in the twelve (12) months prior to the
first sale of securities in this offering. Classify sccurities by type listed in Part C — Question 1.
Type of Dollar Amount
Type of Offering Security Sold
R E S0 it e TR s b s e $
REGUIBTION A oottt b4 h b g 1R a1 EE bR o200 e se s e ree 5
TOtAl et e e ettt e s e e e e TR e neen g re e s
4 a. Furnish a statement of all expenses in connection with the issuance and distribution of the
sccurities in this offering. Exclude amounts relating solely to organization expenses of the insurer.
The information may be given as subject to future contingencies. If the amount of an expenditure is
not known, furnish an estimate and check the box to the left of the estimate.
TrANSTET ABCNT'S FOOS vttt ta e s bt s em et e s emeeae et e emtsas e sresratsnnsr e s maneana D s
Printing and Engraving CostS. ..o eeeeescesseeresee et s et et e ee e oot e e b sas e bbb ee s s
LLERAL FEES.......cvuieeeieiii e criecse e ettt bas e e et st e et s e e bt erena ™ s 20,000
ACCOUNEINEG ForS o e e ettt et e sk e s
YL =TT 0 T T O OO SO U U RTUTUOTRUREURURORPRN s
Sales Commissions (specify finders' fees separately) O s
Other Expenses (identify) (s
TOUBL.c.rvervvvvmeressesmes e e 8RR s 20,000

! Represents the sale and issuance of Subordinated Secured Convertible Promissory Notes to purchase preferred stock, pursuant to the Note and Warrant Purchase Agreement (the “Agreemeni™).
! Represents the aggregate exercise price for warrants (o purchase preferred stock, pursuant to the Agreement; provided, however that if 2 qualified equity financing or change of control has 6ot occurred by
certain dates, the aggregate exercise price for the warrznts (o purchase preferred stock could increase to $375,000. Such warrants wiil not be exercisable until the Company's next preferred stock financing.




o

I e %Ec'&(ﬂ. SETESTRRE e P e B i -’:w«g’r‘n‘:“: - e T EW"”MMW&A ey T e e T .
e TE T 11O R ERINGPRICE NUMBERIOR INVEST ORS EXPENSES ANDNISE QE FROCEEDS 3%

SR RE i et NG DA A O A L 55 TR ALY vt

" b.  Enter the difference between the aggregate offering price given in response te Part C — Question |
and total expenses fumished in response to Part C — Question 4.a. This difference is the "adjusted gross
PIOCEEAS L0 thE ESSUET. .t svvveessscesisssrisesuassiess s ssa b st s e s A e o e e b bR e

5. Indicate below the amount of the adjusted gross proceed to the issuer used or proposed to be used for
cach of the purposes shown. If the amount for any purpose is not known, furnish an estimate and
check the box to the left of the estimate. The total of the payments listed must equal the adjusted gross
proceeds to the issuer set forth in response to Part C — Question 4.b above.

$ 1,705,000

Payments to
Officers,
Directors, & Payments to
_ Affiliates Others
T LY TRt T 1B L - O OO U PTPT Os Os
PUTCRASE OF TRl BSEALE .vvereeserreieeeeeeieebteriearrreeearasstanaeesernrarrsasse s rnedecssibsbbbssbosssassatsnstntsssnisanssateenes Os Os

Purchase, rental or leasing and installation of machinery

BTG EQUIPITIENL. 1vettvetisressreesessaissensabssssn s strserssa sesay s a8y esa e e s e A AR AT AR S804 00 s Os Os
Construction or leasing of plant buildings and facilities.......oonmvcninnin . Os Os

Acquisition of other businesses (including the value of securities involved in this
offering that may be used in exchange for the assets or sccurities of another

ISSUEE PUISURIIE 1O 8 MEIZET) «roveurrereseeessereeseremmsroessassssosssonsssacaassssssisasers s i 85 s s bt s Os_ Os
Repayment of indebtedness ..ottt b s s Os
WOFKINE GAPILAL. vevvrressssssesesses oo assssosssss s st st s s s Os X s 1,705,000
Other (specify): Os Os

s Os
COTUTIIN TOTALS 1rvvrmrremmesomreemeeasessssenseseesresssossrassessnsentesssssiesarassssssnsssaes senssssastsasas sanesaneds mebsbsinas sesssesssessssnaranoes Os 0 $_1,705,0Q0

Total Payments Listed (column totals added)....cocoovrcciinicns

BXIs: 205 000

P RN LS KT TR, WL~ RRCRT R T A, L T R N T I I TP LRI o g e e ‘;"'_""’
Tl T L et st S R RDERAGISIGNATURB e it g 1 - e 0 ity Ol

The issuer has duly caused this notice to be signed by the undersigned duly authorized person. If this notice is filed under Rule 505, the following
signature constitutes an undertaking by the issuer to furnish to the U.S. Securities and Exchange Commission, upon written request of its staff,
he information furnished by the issuer to any non-accredited investor pursuant to paragraph (b)(2) of Rule 502.

Issuer (Print or Type) E £ f Date

Azaleos Corporation C ; "éﬁq H-17-0L
Name of Signer (Print or Type) Title of §igner (Print or Type) ’

Phil Yan Etten Chief Executive Officer

ATTENTION

Intentional misstatements or omissions of fact constitute federal criminal violations. (See 18 U.S.C. 1001.)

of Amaerican LegaiNet, Inc,
www.USCourtForms.com




