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As filed with the Securities and Exchange Commission on July 10, 2006  
Registration No. 333-             

UNITED STATES  

SECURITIES AND EXCHANGE COMMISSION  

Washington, D.C. 20549  
   

FORM S-8  
REGISTRATION STATEMENT  

UNDER  
THE SECURITIES ACT OF 1933  

   

CISCO SYSTEMS, INC.  
(Exact Name of Registrant as Specified in Its Charter)  

   

   

170 West Tasman Drive  
San Jose, California 95134-1706  

(Address of Principal Executive Offices) (Zip Code)  
   

Options to purchase common stock granted under the Phone2Networks, Inc. 2000 Stock Option and Restricted Stock  
Plan, as amended, and assumed by the Registrant  

(Full title of the Plan)  
   

John T. Chambers  
President, Chief Executive Officer and Director  

Cisco Systems, Inc.  
300 East Tasman Drive  

San Jose, California 95134-1706  
(Name and Address of Agent For Service)  

(408) 526-4000  
(Telephone Number, including area code, of agent for service)  

   

CALCULATION OF REGISTRATION FEE  
   

California   77-0059951 
(State or Other Jurisdiction  

of Incorporation or Organization)    
(I.R.S. Employer  

Identification No.)  

Title of Each Class of Securities To Be Registered    
Amount To Be 
Registered (1)     

Proposed Maximum 
 

Offering Price  
Per Unit (2)    

Proposed Maximum 
 

Aggregate  
Offering Price     

Amount of  
Registration 

 
Fee 

Common Stock, $0.001 par value per share     220,003 (3)   $ 6.57    $ 1,445,419.71    $ 154.66 

(1) This Registration Statement shall also cover any additional shares of Registrant’s common stock in respect of the securities identified in 
the above table by reason of any stock dividend, stock split, recapitalization or other similar transaction effected without the Registrant’s 
receipt of consideration which results in an increase in the number of the outstanding shares of Registrant’s common stock. 

(2) Calculated solely for the purposes of this offering under Rule 457(h) of the Securities Act of 1933, as amended, on the basis of the 
weighted average exercise price of the outstanding options. 

(3) Represents shares subject to issuance upon the exercise of stock options outstanding under the Phone2Networks, Inc. 2000 Stock Option 



   

and Restricted Stock Plan, as amended, and assumed by the Registrant on June 30, 2006 pursuant to an Agreement and Plan of Merger by 
and among Registrant, a wholly-owned subsidiary of Registrant, and Audium Corporation (f/k/a/ Phone2Networks, Inc.). 
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PART II  

Information Required in the Registration Statement  

Item 3. Incorporation of Documents by Reference .  

Cisco Systems, Inc. (the “Registrant”) hereby incorporates by reference into this Registration Statement the following documents 
previously filed with the Securities and Exchange Commission (the “Commission”):  
   

   

   

As previously reported, beginning in fiscal 2006, the Registrant reorganized its geographic segments. Pursuant to Commission guidance, 
the Registrant has recast in a Current Report on Form 8-K, filed on February 10, 2006, the “Management’s Discussion and Analysis of 
Financial Condition and Results of Operations” and the Consolidated Financial Statements that are contained in its Annual Report on Form 10-
K for the year ended July 30, 2005, to reflect this change in reportable segments. The revised “Management’s Discussion and Analysis of 
Financial Condition and Results of Operations” and Consolidated Financial Statements so contained in the Current Report on Form 8-K, which 
is incorporated by reference in this prospectus, supersede the corresponding sections of the Registrant’s Annual Report on Form 10-K for the 
year ended July 30, 2005.  

All reports and definitive proxy or information statements filed pursuant to Section 13(a), 13(c), 14 or 15(d) of the Exchange Act 
subsequent to the filing of this Registration Statement and prior to the filing of a post-effective amendment which indicates that all securities 
offered hereby have been sold or which de-registers all securities then remaining unsold shall be deemed to be incorporated by reference into 
this Registration Statement and to be a part hereof from the date of filing such documents, except as to specific sections of such statements as 
set forth therein. Unless expressly incorporated into this Registration Statement, a report furnished on Form 8-K prior or subsequent to the date 
hereof shall not be incorporated by reference into this Registration Statement. Any statement contained in a document incorporated or deemed 
to be incorporated by reference herein shall be deemed to be modified or superseded for purposes of this Registration Statement to the extent 
that a statement contained in any subsequently filed document which also is deemed to be incorporated by reference herein modifies or 
supersedes such statement.  

Item 4. Description of Securities .  

Not applicable.  

Item 5. Interests of Named Experts and Counsel .  

As of the date of this Registration Statement, attorneys of Fenwick & West LLP beneficially own an aggregate of approximately 66,000 
shares of the Registrant’s common stock.  
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(a) The Registrant’s Annual Report on Form 10-K for the fiscal year ended July 30, 2005 filed with the Commission on September 19, 

2005 pursuant to Section 13 of the Securities Exchange Act of 1934, as amended (the “Exchange Act” ); 

  
(b) All other reports filed pursuant to Section 13(a) or 15(d) of the Exchange Act since the end of the fiscal year covered by the 

Registrant’s Annual Report referred to in (a) above; and 

  
(c) The description of the Registrant’s Common Stock contained in the Registrant’s Registration Statement on Form 8-A (No. 000-

18225) filed with the Commission on January 11, 1990, together with Amendment No. 1 on Form 8-A filed with the Commission 
on February 15, 1990, and including any other amendments or reports filed for the purpose of updating such description. 
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Item 6. Indemnification of Directors and Officers .  

Section 317 of the California Corporations Code authorizes a court to award or a corporation’s Board of Directors to grant indemnity to 
directors and officers in terms sufficiently broad to permit indemnification (including reimbursement of expenses incurred) under certain 
circumstances for liabilities arising under the Securities Act of 1933, as amended (the “Securities Act”). The Registrant’s Restated Articles of 
Incorporation, as amended, and Amended and Restated Bylaws provide for indemnification of its directors, officers, employees and other 
agents to the maximum extent permitted by the California Corporations Code. In addition, the Registrant has entered into Indemnification 
Agreements with each of its directors and officers, and maintains directors’ and officers’ liability insurance under which its directors and 
officers are insured against loss (as defined in the policy) as a result of certain claims brought against them in such capacities.  

Item 7. Exemption from Registration Claimed .  

Not applicable.  

Item 8. Exhibits .  
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            Incorporated by Reference      
Exhibit  
Number    Exhibit Description     Form    

File 
No.    Exhibit    Filing Date    

Filed  
Herewith 

  4.1  
   

Restated Articles of Incorporation of Cisco Systems, Inc., as currently in 
effect.    

S-3 
   

333-
56004    

4.1 
   

February 21, 2001 
   

  4.2  
   

Amended and Restated Bylaws of Cisco Systems, Inc., as currently in 
effect.    

10-Q 
   

000-
18225    

3.2 
   

November 17, 2003 
   

  5.1     Opinion and Consent of Fenwick & West LLP .                X 

23.1     Consent of Independent Registered Public Accounting Firm.                X 

23.2  
   

Consent of Ernst & Young LLP, Independent Registered Public Accounting 
Firm of Scientific-Atlanta, Inc.                

X 

23.3     Consent of Fenwick & West LLP (contained in Exhibit 5.1).                X 

24  
   

Power of Attorney (incorporated by reference to Page II-4 of this 
Registration Statement).                

X 

99.1  
   

Phone2Networks, Inc. 2000 Stock Option and Restricted Stock Plan, as 
amended.                

X 

99.2  
   

Forms of Phone2Networks, Inc. 2000 Stock Option and Restricted Stock 
Plan Stock Option Agreements.                

X 

99.3     Form of Cisco Systems, Inc. Stock Option Assumption Agreement.                X 
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Item 9. Undertakings .  

A. The undersigned Registrant hereby undertakes: (1) to file, during any period in which offers or sales are being made, a post-effective 
amendment to this Registration Statement: (i) to include any prospectus required by Section 10(a)(3) of the Securities Act; (ii) to reflect in the 
prospectus any facts or events arising after the effective date of the Registration Statement (or the most recent post-effective amendment 
thereof) which, individually or in the aggregate, represent a fundamental change in the information set forth in this Registration Statement - 
notwithstanding the foregoing, any increase or decrease in volume of securities offered (if the total dollar value of securities offered would not 
exceed that which was registered) and any deviation from the low or high end of the estimated maximum offering range may be reflected in the 
form of prospectus filed with the Commission pursuant to Rule 424(b) if, in the aggregate, the changes in volume and price represent no more 
than a 20% change in the maximum aggregate offering price set forth in the “Calculation of Registration Fee” table in the effective Registration 
Statement; and (iii) to include any material information with respect to the plan of distribution not previously disclosed in the Registration 
Statement or any material change to such information in the Registration Statement; provided, however, that clauses (1)(i) and (1)(ii) shall not 
apply if the information required to be included in a post-effective amendment by those clauses is contained in periodic reports filed with or 
furnished to the Commission by the Registrant pursuant to Section 13 or Section 15(d) of the Exchange Act that are incorporated by reference 
in this Registration Statement; (2) that, for the purpose of determining any liability under the Securities Act, each such post-effective 
amendment shall be deemed to be a new registration statement relating to the securities offered therein, and the offering of such securities at 
that time shall be deemed to be the initial bona fide offering thereof; and (3) to remove from registration by means of a post-effective 
amendment any of the securities being registered that remain unsold at the termination of the offering.  

B. The undersigned Registrant hereby undertakes that, for purposes of determining any liability under the Securities Act, each filing of 
the Registrant’s annual report pursuant to Section 13(a) or Section 15(d) of the Exchange Act that is incorporated by reference into this 
Registration Statement shall be deemed to be a new registration statement relating to the securities offered therein, and the offering of such 
securities at that time shall be deemed to be the initial bona fide offering thereof.  

C. Insofar as indemnification for liabilities arising under the Securities Act may be permitted to directors, officers and controlling persons 
of the Registrant pursuant to the indemnification provisions summarized in Item 6, or otherwise, the Registrant has been advised that in the 
opinion of the Commission such indemnification is against public policy as expressed in the Securities Act and is, therefore, unenforceable. In 
the event that a claim for indemnification against such liabilities (other than the payment by the Registrant of expenses incurred or paid by a 
director, officer or controlling person of the Registrant in the successful defense of any action, suit or proceeding) is asserted by such director, 
officer or controlling person in connection with the securities being registered, the Registrant will, unless in the opinion of its counsel the 
matter has been settled by controlling precedent, submit to a court of appropriate jurisdiction the question whether such indemnification by it is 
against public policy as expressed in the Securities Act and will be governed by the final adjudication of such issue.  
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SIGNATURES  

Pursuant to the requirements of the Securities Act of 1933, the Registrant certifies that it has reasonable grounds to believe that it meets 
all of the requirements for filing on Form S-8 and has duly caused this Registration Statement to be signed on its behalf by the undersigned, 
thereunto duly authorized, in the City of San Jose, State of California, on July 10, 2006.  
   

POWER OF ATTORNEY  

KNOW ALL PERSONS BY THESE PRESENTS , that the undersigned officers and directors of Cisco Systems, Inc., a California 
corporation, do hereby constitute and appoint John T. Chambers, President, Chief Executive Officer and Director, Dennis D. Powell, Senior 
Vice President and Chief Financial Officer, and Mark Chandler, Senior Vice President, Legal Services, General Counsel and Secretary, and 
each of them, the lawful attorneys-in-fact and agents with full power and authority to do any and all acts and things and to execute any and all 
instruments which said attorneys and agents, and any one of them, determine may be necessary or advisable or required to enable said 
corporation to comply with the Securities Act of 1933, as amended, and any rules or regulations or requirements of the Securities and 
Exchange Commission in connection with this Registration Statement. Without limiting the generality of the foregoing power and authority, 
the powers granted include the power and authority to sign the names of the undersigned officers and directors in the capacities indicated below 
to this Registration Statement, to any and all amendments, both pre-effective and post-effective, and supplements to this Registration 
Statement, and to any and all instruments or documents filed as part of or in conjunction with this Registration Statement or amendments or 
supplements thereof, and each of the undersigned hereby ratifies and confirms that all said attorneys and agents, or any one of them, shall do or 
cause to be done by virtue hereof. This Power of Attorney may be signed in several counterparts.  

IN WITNESS WHEREOF , each of the undersigned has executed this Power of Attorney as of the date indicated.  

Pursuant to the requirements of the Securities Act of 1933, as amended, this Registration Statement has been signed by the following 
persons on behalf of the Registrant in the capacities and on the dates indicated.  
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Cisco Systems, Inc. 

By:   /s/ John T. Chambers  
  John T. Chambers, 
  President, Chief Executive Officer and Director 

Signature     Title    Date  
/s/ John T. Chambers  
John T. Chambers     

President, Chief Executive Officer  
and Director (Principal Executive Officer)    

July 10, 2006 

/s/ Dennis D. Powell  
Dennis D. Powell     

Senior Vice President and Chief Financial  
Officer (Principal Financial Officer)    

July 10, 2006 

/s/ Betsy Rafael  
Betsy Rafael  

   

Vice President, Corporate Controller and  
Principal Accounting Officer  

(Principal Accounting Officer)    

July 10, 2006 
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John P. Morgridge     

Chairman of the Board and Director 
  

/s/ Carol A. Bartz  
Carol A. Bartz     

Lead Independent Director 
  

July 10, 2006 

/s/ M. Michele Burns  
M. Michele Burns     

Director 
  

July 10, 2006 

/s/ Michael D. Capellas  
Michael D. Capellas     

Director 
  

July 10, 2006 

/s/ Larry R. Carter  
Larry R. Carter     

Director 
  

July 10, 2006 

/s/ John L. Hennessy  
Dr. John L. Hennessy     

Director 
  

July 10, 2006 

/s/ Richard M. Kovacevich  
Richard M. Kovacevich     

Director 
  

July 10, 2006 

/s/ Roderick C. McGeary  
Roderick C. McGeary     

Director 
  

July 10, 2006 

   
   

James C. Morgan     

Director 
  

/s/ Steven M. West  
Steven M. West     

Director 
  

July 10, 2006 

/s/ Jerry Yang  
Jerry Yang     

Director 
  

July 10, 2006 
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            Incorporated by Reference      
Exhibit  
Number    Exhibit Description     Form    File No.    Exhibit    Filing Date    

Filed  
Herewith 

4.1  
   

Restated Articles of Incorporation of Cisco Systems, Inc., as currently in 
effect.    

S-3 
   

333-
56004    

4.1 
   

February 21, 2001 
   

4.2  
   

Amended and Restated Bylaws of Cisco Systems, Inc., as currently in 
effect.    

10-Q 
   

000-
18225    

3.2 
   

November 17, 2003 
   

5.1     Opinion and Consent of Fenwick & West LLP .                X 

23.1     Consent of Independent Registered Public Accounting Firm.                X 

23.2  
   

Consent of Ernst & Young LLP, Independent Registered Public Accounting 
Firm of Scientific-Atlanta, Inc.                

X 

23.3     Consent of Fenwick & West LLP (contained in Exhibit 5.1).                X 

24  
   

Power of Attorney (incorporated by reference to Page II-4 of this 
Registration Statement).                

X 

99.1  
   

Phone2Networks, Inc. 2000 Stock Option and Restricted Stock Plan, as 
amended.                

X 

99.2  
   

Forms of Phone2Networks, Inc. 2000 Stock Option and Restricted Stock 
Plan Stock Option Agreements.                

X 

99.3     Form of Cisco Systems, Inc. Stock Option Assumption Agreement.                X 
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July 10, 2006  

Cisco Systems, Inc.  
170 West Tasman Drive  
San Jose, California 95134-1706  

Gentlemen/Ladies:  

At your request, we have examined the Registration Statement on Form S-8 (the “ Registration Statement ”) to be filed by Cisco 
Systems, Inc., a California corporation (“ Cisco ” or the “ Company ”), with the Securities and Exchange Commission (the “ Commission ”) on 
or about July 10, 2006 in connection with the registration under the Securities Act of 1933, as amended, of an aggregate of 220,003 shares of 
Cisco’s Common Stock (the “ Shares ”) subject to issuance by Cisco upon the exercise of stock options (the “ Options ”) granted under the 
Phone2Networks, Inc. 2000 Stock Option and Restricted Stock Plan and assumed by Cisco in accordance with the terms of an Agreement and 
Plan of Merger dated June 8, 2006 by and among Cisco, a wholly-owned subsidiary of Cisco, and Audium Corporation (f/k/a Phone2Networks, 
Inc.) (the “ Merger Agreement ”). In rendering this opinion, we have examined such matters of fact as we have deemed necessary in order to 
render the opinion set forth herein, which included examination of the following:  
   

   

   

   

   

   

  (1) the Company’s Restated Articles of Incorporation, certified by the California Secretary of State on February 16, 2006; 

  (2) the Company’s Amended and Restated Bylaws, certified by the Company’s Secretary on February 22, 2006; 

  (3) the Registration Statement, together with the Exhibits filed as a part thereof or incorporated therein by reference; 

  (4) the Prospectus prepared in connection with the Registration Statement; 

  
(5) resolutions that a representative of the Company has represented to us were adopted at a meeting of the Compensation and 

Management Development Committee of the Company’s Board of Directors on June 7, 2006, furnished to us by the Company; 

  
(6) the stock records that the Company has provided to us (consisting of (i) a report from the Company’s transfer agent as of July 6, 

2006 and a written update from the transfer agent to such report as of July 7, 2006, verifying the number of the 



Cisco Systems, Inc.  
July 10, 2006  
Page 2  
   

   

   

   

In our examination of documents for purposes of this opinion, we have assumed, and express no opinion as to, the genuineness of all 
signatures on original documents, the authenticity and completeness of all documents submitted to us as originals, the conformity to originals 
and completeness of all documents submitted to us as copies, the legal capacity of all persons or entities executing the same, the lack of any 
undisclosed termination, modification, waiver or amendment to any such document and the due authorization, execution and delivery of all 
such documents where due authorization, execution and delivery are prerequisites to the effectiveness thereof. We have also assumed that the 
certificates representing the Shares have been, or will be when issued, properly signed by authorized officers of the Company or their agents 
and that the stock option assumption agreements will be duly executed and delivered by all parties thereto.  

As to matters of fact relevant to this opinion, we have relied solely upon our examination of the documents referred to above and 
representations made to us by representatives of the Company and have assumed the current accuracy and completeness of the information 
obtained from such documents and representations. We have made no independent investigation or other attempt to verify the accuracy of any 
of such information or to determine the existence or non-existence of any other factual matters.  

We are admitted to practice law in the State of California, and we render this opinion only with respect to, and express no opinion herein 
concerning the application or effect of the laws of any jurisdiction other than, the existing laws of the United States of America and of the State 
of California.  

  
     Company’s issued and outstanding shares of capital stock as of that date, and (ii) a summary report from the Company as of 

July 10, 2006 of outstanding options to purchase the Company’s capital stock and stock reserved for issuance upon the exercise of 
options to be granted in the future, and a written update from the Company to such report as of July 7, 2006); 

  
(7) the Merger Agreement and all exhibits thereto, as well as the Certificate of Merger filed with the Delaware Secretary of State on 

June 30, 2006; 

  
(8) the Phone2Networks, Inc. 2000 Stock Option and Restricted Stock Plan and the forms of Stock Option Agreement for Incentive 

Stock Options thereunder; and 

  (9) the form of Cisco’s Stock Option Assumption Agreement. 



Cisco Systems, Inc.  
July 10, 2006  
Page 3  

Based upon the foregoing, it is our opinion that the 220,003 Shares that may be issued and sold by the Company upon the exercise of the 
Options, when issued, sold and delivered in accordance with the applicable notices of stock option grant, stock option agreements and stock 
option assumption agreements entered into thereunder and in the manner and for the consideration stated in the Registration Statement and 
Prospectus will be validly issued, fully paid and nonassessable.  

We consent to the use of this opinion as an exhibit to the Registration Statement and further consent to all references to us, if any, in the 
Registration Statement, the Prospectus constituting a part thereof and any amendments thereto. This opinion is intended solely for use in 
connection with issuance and sale of shares subject to the Registration Statement and is not to be relied upon for any other purpose. This 
opinion is rendered as of the date first written above and based solely on our understanding of facts in existence as of such date after the 
aforementioned examination. We assume no obligation to advise you of any fact, circumstance, event or change in the law or the facts that may 
hereafter be brought to our attention whether or not such occurrence would affect or modify the opinions expressed herein.  
   

 

Very truly yours, 

FENWICK & WEST LLP 

By:   /s/ Daniel J. Winnike  
  Daniel J. Winnike, a Partner 



Exhibit 23.1 

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING  FIRM  

We hereby consent to the incorporation by reference in this Registration Statement on Form S-8 of our report dated September 16, 2005, 
except for Notes 3 and 12, as to which the date is February 10, 2006, relating to the consolidated financial statements, management’s 
assessment of the effectiveness of internal control over financial reporting and the effectiveness of internal control over financial reporting, 
which appears in Cisco Systems, Inc.’s Current Report on Form 8-K dated February 10, 2006. We also consent to the incorporation by 
reference of our report dated September 16, 2005 relating to the financial statement schedule, which appears in Cisco Systems, Inc.’s Annual 
Report on Form 10-K for the year ended July 30, 2005.  
   

 

/s/ PricewaterhouseCoopers LLP  
San Jose, California 

July 10, 2006 



Exhibit 23.2 

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM  

We consent to the incorporation by reference in the Registration Statement (Form S-8) pertaining to the Options to purchase common stock 
granted under the Phone2Networks, Inc. 2000 Stock Option and Restricted Stock Plan, as amended, and assumed by the Registrant and to the 
incorporation by reference therein of our reports dated August 24, 2005, with respect to the consolidated financial statements and schedule of 
Scientific-Atlanta, Inc. included in its Annual Report (Form 10-K) for the year ended July 1, 2005, and Scientific-Atlanta, Inc. management’s 
assessment of the effectiveness of internal control over financial reporting and the effectiveness of internal control over financial reporting of 
Scientific-Atlanta, Inc., filed with the Securities and Exchange Commission and incorporated by reference in the Form 8-K/A of Cisco 
Systems, Inc. dated May 12, 2006.  

/s/ Ernst & Young LLP  

Atlanta, Georgia  
July 10, 2006  
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PHONE2NETWORKS, INC.  

2000 STOCK OPTION AND RESTRICTED STOCK PLAN, AS AME NDED  

SECTION 1  
ESTABLISHMENT AND PURPOSE  

This Plan is established to (a) offer selected Employees, Consultants and Non-Employee Directors of the Company or its Subsidiaries an 
equity ownership interest in the financial success of the Company, (b) provide the Company an opportunity to attract and retain the best 
available personnel for positions of substantial responsibility and (c) encourage equity participation in the Company by eligible Participants. 
This Plan provides for the grant by the Company of Options to purchase Shares and Shares of Restricted Stock. Options granted under this Plan 
may include Nonstatutory Options as well as ISOs intended to qualify under Section 422 of the Code.  

SECTION 2  
DEFINITIONS  

“ Board of Directors ” shall mean the board of directors of the Company, as duly elected from time to time.  

“ Code ” shall mean the Internal Revenue Code of 1986, as amended, and as interpreted by the regulations thereunder.  

“ Committee ” shall mean the Stock Option and Compensation Committee of the Company, or such other Committee as may be 
appointed by the Board of Directors from time to time, or if no such Committee is appointed, the Board of Directors.  

“ Company ” shall mean Phone2Networks, Inc., a Delaware corporation.  

“ Consultant ” shall mean any individual that is expressly designated as a consultant of the Company or its Subsidiaries by the 
Committee in its sole discretion.  

“ Date of Grant ” shall mean the date on which the Committee resolves to grant an Option or Restricted Stock to a Participant, as the 
case may be.  

“ Employee ” shall include every individual performing Services for the Company or its Subsidiaries if the relationship between such 
individual and the Company or its Subsidiaries is the legal relationship of employer and employee. This definition of “Employee” is qualified 
in its entirety and is subject to the definition set forth in Section 3401(c) of the Code and the regulations thereunder.  



“ Exercise Price ” shall mean the amount for which one Share may be purchased upon exercise of an Option, as specified by the 
Committee in the applicable Stock Option Agreement, but in no event less than the par value per Share.  

“ Fair Market Value ” shall mean such amount as the Board of Directors, in its sole discretion, shall determine as of the Date of Grant; 
provided, however, that if there is a public market for the Shares, the Fair Market Value shall be the mean of the bid and asked prices per Share 
as reported in The Wall Street Journal (or, if not so reported, as otherwise reported by the National Association of Securities Dealers 
Automated Quotation System) as of the date in question or, in the event the Shares are listed on a stock exchange, the Fair Market Value shall 
be the closing sale price per Share on such exchange, as reported in The Wall Street Journal , as of the date in question, or, in the event there is 
no public market for the Shares or the Shares are not listed on a stock exchange, the Fair Market Value may be determined based on the price 
per Share (or its equivalent) in the Company’s most recent private placement of Stock (or its equivalent).  

“ ISO ” shall mean an Option which is granted to an individual and which meets the requirements of Section 422(b) of the Code, 
pursuant to which the Optionee has no tax consequences resulting from the grant or, subject to certain holding period requirements, exercise of 
the Option and the employer is not entitled to a business expense deduction with respect thereto.  

“ Non-Employee Director ” shall mean any member of the Board of Directors who is not an Employee.  

“ Nonstatutory Option ” shall mean any Option granted by the Committee that does not meet the requirements of Sections 421 through 
424 of the Code.  

“ Option ” shall mean either an ISO or Nonstatutory Option, as the context requires.  

“ Optionee ” shall mean a Participant who holds an Option.  

“ Participants ” shall mean those Employees and Consultants selected by the Committee who are eligible under Section 4 for grants of 
either Options or Restricted Stock and Non-Employee Directors who are automatically eligible under Section 6(k) for grants of Nonstatutory 
Options.  

“ Performance Goals ” shall have that meaning set forth in Section 3(c)(xii).  

“ Permanent and Total Disability ” shall mean that an individual is unable to engage in any substantial gainful activity by reason of any 
medically determinable physical or mental impairment which can be expected to result in death or which has lasted or can be expected to last 
for a continuous period of not less than 12 months. An individual shall not be considered to suffer from a Permanent and Total Disability unless 
such individual or his or her legal representative furnishes proof of the existence thereof in such form and manner, and at such times, as the 
Committee may reasonably require. The scope of this definition shall automatically be reduced or expanded to the extent that Section 22(e)(3) 
of the Code is amended to reduce or expand the scope of the definition of Permanent and Total Disability thereunder.  
   

2  



“ Plan ” shall mean this Phone2Networks, Inc. 2000 Stock Option and Restricted Stock Plan, as amended from time to time.  

“ Plan Award ” shall mean the grant of either an Option or Restricted Stock, as the context requires.  

“ Restricted Stock ” shall have that meaning set forth in Section 7(a).  

“ Restricted Stock Account ” shall have that meaning set forth in Section 7(a)(ii).  

“ Restricted Stock Agreement ” shall mean the agreement executed between the Company and a Participant granted Restricted Stock 
and which contains the terms, conditions and restrictions pertaining to the granting of the Restricted Stock.  

“ Restricted Stock Criteria ” shall have that meaning set forth in Section 7(a)(iv).  

“ Restriction Period ” shall have that meaning set forth in Section 7(a)(iii).  

“ Securities Act ” shall mean the Securities Act of 1933, as amended, and as interpreted by the rules and regulations promulgated 
thereunder.  

“ Services ” shall mean services rendered to the Company or any of its Subsidiaries as an Employee or Consultant, as the context 
requires.  

“ Share ” shall mean one share of Stock, as adjusted in accordance with Section 9 (if applicable).  

“ Stock ” shall mean the common stock of the Company, par value $.01 per share.  

“ Stock Option Agreement ” shall mean the agreement executed between the Company and an Optionee that contains the terms, 
conditions and restrictions pertaining to the granting of an Option.  

“ Subsidiary ” shall mean any corporation, partnership, limited liability company or other entity as to which more than 50% of the 
outstanding voting stock, shares or equity interests shall now or hereafter be owned or controlled directly by a person, any Subsidiary of such 
person or any Subsidiary of such Subsidiary.  

“ Ten-Percent Shareholder ” shall mean a person that owns more than ten percent of the total combined voting power of all classes of 
outstanding stock of the Company or any Subsidiary, taking into account the attribution rules set forth in Section 424 of the Code. For purposes 
of this definition of “Ten-Percent Shareholder,” the term “outstanding stock” shall include all stock actually issued and outstanding 
immediately after the grant of an Option to an Optionee. “Outstanding stock” shall not include reacquired shares or shares authorized for 
issuance under outstanding Options held by the Optionee or by any other person.  
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“ Vest Date ” shall have that meaning set forth in Section 7(a)(v).  

SECTION 3  
ADMINISTRATION  

(a) General Administration . This Plan shall be administered by the Committee, which shall consist of at least two directors of the 
Company. The members of the Committee shall be appointed by the Board of Directors for such terms as the Board of Directors may 
determine. The Board of Directors may from time to time remove members from, or add members to, the Committee. Vacancies on the 
Committee, however caused, may be filled by the Board of Directors.  

(b) Committee Procedures . The Board of Directors shall designate one of the members of the Committee as chairman. The Committee 
may hold meetings at such times and places as it shall determine. The acts of a majority of the Committee members present at meetings at 
which a quorum exists, or acts reduced to or approved in writing by a majority of all Committee members, shall be valid acts of the Committee. 
A majority of the Committee shall constitute a quorum.  

(c) Authority of the Committee . This Plan shall be administered by, or under the direction of, the Committee. The Committee shall 
have absolute and final authority to interpret this Plan and to make all determinations specified in or permitted by this Plan or deemed 
necessary or desirable for its administration or for the conduct of the Committee’s business, including, without limitation, the authority to take 
the following actions:  

(i) to interpret and administer this Plan and to apply its provisions;  

(ii) to adopt, amend or rescind rules, procedures and forms relating to this Plan;  

(iii) to authorize any person to execute, on behalf of the Company, any instrument required to carry out the purposes of this Plan;  

(iv) to determine when Plan Awards are to be granted under this Plan to Employees and Consultants;  

(v) to select Employees and Consultants to become Participants;  

(vi) to determine the number of Shares to be made subject to each Plan Award to Participants who are Employees or Consultants;  
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(vii) to prescribe the terms, conditions and restrictions of each Plan Award to Employees and Consultants, including, without 
limitation, the Exercise Price and the determination of whether an Option is to be classified as an ISO or a Nonstatutory Option;  

(viii) to amend any outstanding Stock Option Agreement or the terms, conditions and restrictions of a grant of Restricted Stock, 
subject to applicable legal restrictions and the consent of the Participant who entered into such agreement;  

(ix) to establish procedures so that an Optionee may obtain a loan through a registered broker-dealer under the rules and regulations 
of the Federal Reserve Board, for the purpose of exercising an Option;  

(x) to establish procedures for an Optionee to (A) have withheld from the total number of Shares to be acquired upon the exercise of 
an Option that number of Shares having a Fair Market Value which, together with such cash as shall be paid in respect of fractional shares, 
shall equal the Exercise Price, and (B) exercise a portion of an Option by delivering that number of Shares already owned by an Optionee 
having a Fair Market Value which shall equal the partial Exercise Price and to deliver the Shares thus acquired by such Optionee in payment of 
Shares to be received pursuant to the exercise of additional portions of the Option, the effect of which shall be that an Optionee can in sequence 
utilize such newly acquired Shares in payment of the Exercise Price of the entire Option, together with such cash as shall be paid in respect of 
fractional shares;  

(xi) to establish procedures whereby a number of Shares may be withheld from the total number of Shares to be issued upon 
exercise of an Option to meet the obligation of withholding for federal and state income and other taxes, if any, incurred by the Optionee upon 
such exercise;  

(xii) to establish performance goals (“ Performance Goals ”) in connection with any grant of Restricted Stock, which Performance 
Goals may be based on earnings, cash flow, stock price, return on capital, operating margins, general and administrative expenses, safety or 
refinements of these measures; provided that in any case, the Performance Goals may be based on either a single period or cumulative results, 
aggregate or per share data results computed independently or with respect to a peer group or results computed with respect to any one or more 
business units; and  

(xiii) to take any other actions deemed necessary or advisable for the interpretation and administration of this Plan.  

All interpretations and determinations of the Committee made with respect to the granting of Plan Awards shall be final, conclusive and 
binding on all interested parties. The Committee may make grants of Plan Awards to Participants who are Employees or Consultants on an 
individual or group basis. No member of the Committee shall be liable for any action that is taken or is omitted to be taken if such action or 
omission is taken in good faith with respect to this Plan or the grant of any Plan Award.  
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(d) Holding Period . The Committee in its sole discretion may require, as a condition to the granting of any Plan Award, that a 
Participant agree not to sell or otherwise dispose of a Plan Award, or any Shares acquired pursuant to a Plan Award, for a period determined by 
the Committee.  

SECTION 4  
ELIGIBILITY  

(a) General Rule . Subject to the limitations set forth in Section 4(b) or elsewhere in this Plan, Employees, Consultants and Non-
Employee Directors selected by the Committee shall be eligible to participate in this Plan; provided, however, Non-Employee Directors shall 
participate in the Plan with respect to Options only through automatic grants of Nonstatutory Options pursuant to Section 6(k).  

(b) Non-Employees Ineligible for ISOs . In no event shall an ISO be granted to any individual who is not an Employee on the Date of 
Grant.  

SECTION 5  
SHARES SUBJECT TO PLAN  

(a) Basic Limitation . Shares offered under this Plan may be authorized but unissued Shares or Shares that have been reacquired by the 
Company. The aggregate number of Shares that are reserved for issuance under this Plan shall be one million five hundred ninety thousand six 
hundred seventy eight (1,590,678), subject to adjustment pursuant to Section 9. The Committee shall not grant Plan Awards for more Shares 
than are reserved for issuance under this Plan. The number of Shares that are subject to unexercised Options at any time under this Plan shall 
not exceed the number of Shares that remain available for issuance under this Plan. The Company, during the term of this Plan, shall at all 
times reserve and keep available sufficient Shares to satisfy the requirements of this Plan.  

(b) Additional Shares . In the event any outstanding Option for any reason expires, is canceled or otherwise terminates, the Shares 
allocable to the unexercised portion of such Option shall again be available for issuance under this Plan. In the event that Shares issued under 
this Plan revert to the Company prior to the Vest Date under a grant of Restricted Stock, such Shares shall again be available for issuance under 
this Plan.  

SECTION 6  
TERMS AND CONDITIONS OF OPTIONS  

(a) Term of Option and Vesting . The term of each Option shall be ten years from the Date of Grant or such shorter term as may be 
determined by the Committee. Unless otherwise provided in the applicable Stock Option Agreement or this Plan, each Option granted pursuant 
to this Plan shall vest at the rate determined by the Committee. Notwithstanding this Section 6(a), the Committee may accelerate the vesting of 
any Option granted hereunder.  
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(b) Exercise Price and Method of Payment .  

(i) Exercise Price . The Exercise Price shall be such price as is determined by the Committee in its sole discretion and set forth in 
the Stock Option Agreement; provided, however, in the case of an ISO granted to an Optionee, the Exercise Price shall not be less than 100% 
of the Fair Market Value of the Shares subject to such Option on the Date of Grant (or 110% in the case of an Option granted to a Participant 
who is a Ten-Percent Shareholder on the Date of Grant).  

(ii) Payment for Shares . Payment for the Shares upon exercise of an Option shall be made in cash, by certified check or, if 
authorized by the Committee, by delivery of other Shares having a Fair Market Value on the date of delivery equal to the aggregate Exercise 
Price of the Shares as to which said Option is being exercised, or by any combination of such methods of payment or by any other method of 
payment as may be permitted under applicable law and this Plan and authorized by the Committee under Section 3(c).  

(c) Exercise of Option .  

(i) Procedure for Exercise; Rights of Stockholder . Any Option granted hereunder shall be exercisable at such times and under 
such conditions as shall be determined by the Committee, including, without limitation, performance criteria with respect to the Company 
and/or its Subsidiaries and/or the Optionee, and in accordance with the terms of this Plan.  

An Option may not be exercised for a fraction of a Share.  

An Option shall be deemed to be exercised when written notice of such exercise has been given to the Company in accordance with the 
terms of the Stock Option Agreement by the Optionee entitled to exercise the Option and full payment for the Shares with respect to which the 
Option is exercised has been received by the Company. Full payment may, as authorized by the Committee, consist of any form of 
consideration and method of payment allowable under Section 6(b)(ii). Within a reasonable time or such time as may be permitted by law after 
the Company receives notice of exercise and full payment for the Shares, the Company shall issue and deliver a certificate representing the 
Shares acquired as a result of the exercise. An Optionee shall have no rights as a stockholder with respect to any Shares covered by an Option 
until a certificate representing such Shares is issued to him or her. Once a certificate is issued, the Shares shall be considered fully paid and 
nonassessable. No adjustment will be made for a dividend or other right for which the record date is prior to the date on which the stock 
certificate is issued, except as provided in Section 9.  

Each exercise of an Option shall reduce, by an equal number, the total number of Shares that may thereafter be purchased under such 
Option.  

(ii) Termination of Status as an Employee, Consultant or Non-Employee Director . Except as provided in Sections 6(c)(iii) and 
6(c)(iv), an Optionee holding an Option who ceases to be an Employee, Consultant or Non-Employee Director of the Company and its 
Subsidiaries may exercise the Option, but only until the earlier of the date (A) the Option held by the Optionee expires, or (B) six months after 
the date such Optionee ceases to be an Employee  
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(three months in the case of an ISO), Consultant or Non-Employee Director (or in each case, such shorter period as may be provided in the 
Stock Option Agreement), to the extent that the Optionee was entitled to exercise the Option on the date the Optionee ceased to be an 
Employee, Consultant or Non-Employee Director, unless the Committee further extends such period in its sole discretion. To the extent that the 
Optionee was not entitled to exercise an Option on such date, or if the Optionee does not exercise it within the time specified herein, such 
Option shall terminate. The Committee shall have the authority to determine the date an Optionee ceases to be an Employee, Consultant or 
Non-Employee Director.  

(iii) Permanent and Total Disability . Notwithstanding the provisions of Section 6(c)(ii), in the event an Optionee is unable to 
continue to perform Services for the Company or any of its Subsidiaries as a result of such Optionee’s Permanent and Total Disability (and, for 
ISOs, at the time such Permanent and Total Disability begins, the Optionee was an Employee and had been an Employee since the Date of 
Grant), any Options held by such Optionee shall be immediately and fully vested and such Optionee may exercise an Option in whole or in 
part, but only until the earlier of the date (A) the Option held by the Optionee expires, or (B) 12 months from the date of termination of 
Services due to such Permanent and Total Disability. If the Optionee does not exercise an Option within the time specified herein, such Option 
shall terminate.  

(iv) Death of an Optionee . Upon the death of an Optionee, any Option held by an Optionee shall terminate and be of no further 
effect; provided, however, notwithstanding the provisions of Section 6(c)(ii), in the event an Optionee’s death occurs during the term of an 
Option held by such Optionee and, at the time of death, the Optionee was an Employee, Consultant or Non-Employee Director (and, for ISOs, 
at the time of death, the Optionee was an Employee and had been an Employee since the Date of Grant), the Option shall be immediately and 
fully vested and may be exercised in whole or in part, but only until the earlier of the date (A) the Option held by the Optionee expires, or 
(B) 12 months from the date of the Optionee’s death, by the Optionee’s estate or by a person who acquired the right to exercise the Option by 
bequest or inheritance. If the Option is not exercised within the time specified herein, such Option shall terminate.  

(d) Transferability of Options . Options granted under this Plan may not be sold, pledged, assigned or transferred in any manner except 
as determined by the Committee. With respect to ISOs, no Option granted under this Plan may be sold, pledged, assigned or transferred in any 
manner other than by will or by the laws of descent and distribution, and, during the life of the Optionee, such Options are exercisable only by 
said Optionee. Nonstatutory Options may be transferred by a Participant to, and exercised by, the Participant’s family members, family trusts, 
family partnerships or any other similarly situated transferee approved by the Committee in its sole discretion. The vesting and exercisability of 
a Nonstatutory Option shall continue to be based on the employment of the Participant following the transfer of such Nonstatutory Option as if 
the Optionee continued to hold the Option. In the event the Participant is terminated, suffers a Permanent and Total Disability or dies, as 
provided in Sections 6(c)(ii), (iii) and (iv), respectively, a Nonstatutory Option held by a transferee will be subject to the same restrictions on 
vesting and exercise as if the Nonstatutory Option were held by the Participant. Notification and approval of all such transfers shall be in a 
form specified by the Committee.  
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Any determination by the Committee with respect to any transfers of any Nonstatutory Options or the vesting or exercise of transferred 
Nonstatutory Options shall be final and binding on the Participant and the transferee.  

(e) Time of Granting Options . Any Option granted hereunder shall be deemed to be granted on the Date of Grant. Written notice of the 
Committee’s determination to grant an Option to an Employee, Consultant or Non-Employee Director, evidenced by a Stock Option 
Agreement, dated as of the Date of Grant, shall be given to such Employee, Consultant or Non-Employee Director within a reasonable time 
after the Date of Grant.  

(f) Modification, Extension and Renewal of Options . Within the limitations of this Plan, the Committee may modify, extend, renew or 
reprice outstanding Options, or may accept the cancellation of outstanding Options (to the extent not previously exercised) for the granting of 
new Options in substitution therefor. The foregoing notwithstanding, no modification of an Option shall, without the consent of the Optionee, 
adversely effect the Optionee’s rights or obligations under such Option.  

(g) Restrictions on Transfer of Shares . Any Shares issued upon exercise of an Option shall be subject to such rights of repurchase and 
other transfer restrictions as the Committee may determine in its sole discretion. Such restrictions shall be set forth in the applicable Stock 
Option Agreement.  

(h) Special Limitation on ISOs . The aggregate Fair Market Value (determined on the Date of Grant) of the Shares with respect to which 
ISOs are exercisable for the first time by an individual during any calendar year under this Plan, and under all other plans maintained by the 
Optionee’s employer entity and its parent and Subsidiary entities, shall not exceed $100,000. If the aggregate Fair Market Value (determined 
on the Date of Grant) of the Shares subject to the ISO that first become exercisable in any calendar year and during this period exceeds the 
limitation of this Section 6(h), so much of the Option that does not exceed the dollar limit shall be an ISO and the remainder shall be a 
Nonstatutory Option, but in all other aspects, the original Stock Option Agreement shall remain in full force and effect.  

(i) Leaves of Absence . Leaves of absence approved by the Company or any of its Subsidiaries shall not be considered termination of 
employment if the employer-employee relationship as defined under the Code or the regulations promulgated thereunder otherwise exists.  

(j) Disqualifying Dispositions . The Stock Option Agreement evidencing any ISO granted under this Plan shall provide that if the 
Optionee makes a disposition, within the meaning of Section 424(c) of the Code, of any Share or Shares issued to him or her pursuant to the 
exercise of the ISO within the two-year period commencing on the day after the Date of Grant of such Option or within the one-year period 
commencing on the day after the date of transfer of the Share or Shares to him or her pursuant to the exercise of such Option, he or she shall, 
within ten days of such disposition, notify the Company thereof.  
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(k) Automatic Grant to Non-Employee Director .  

(i) Grants . Each current Non-Employee Director shall automatically be granted Nonstatutory Options to purchase [              ] 
Shares on the effective date of this Plan. Each individual who thereafter becomes a Non-Employee Director shall automatically be granted 
Nonstatutory Options to purchase [              ] Shares on the date he becomes a Non-Employee Director. Each Non-Employee Director shall 
receive an additional grant of Nonstatutory Options to purchase [              ] Shares on the anniversary of the date he became a Non-Employee 
Director so long as the Non-Employee Director is continuing to serve in such position on the applicable anniversary date. The Company may 
grant additional Nonstatutory Options to purchase Shares to Non-Employee Directors in excess of the grants made pursuant to this Section 6(k) 
upon the affirmative vote or consent of a majority of the Employee directors.  

(ii) Vesting . The per share Exercise Price of each Nonstatutory Option granted to a Non-Employee Director shall be 100% of the 
Fair Market Value of a Share on the Date of Grant. Subject to the restrictions and conditions in this Plan and in an Optionee’s Stock Option 
Agreement, 25% of the Shares shall vest on the first year anniversary of the Date of Grant and the remaining 75% of the Shares shall vest at the 
rate of 3.125% per month on each subsequent monthly anniversary of the Date of Grant such that 100% of all Shares would be vested on the 
third anniversary of the Date of Grant if the Non-Employee Director continued to serve in such capacity on such date.  

SECTION 7  
RESTRICTED STOCK  

(a) Authority to Grant Restricted Stock . The Committee shall have the authority to grant to Participants who are Employees, 
Consultants or Non-Employee Directors on the Date of Grant Shares that are subject to certain terms, conditions and restrictions (“ Restricted 
Stock ”). The Restricted Stock may be granted by the Committee either separately or in combination with Options. The terms, conditions and 
restrictions of the Restricted Stock shall be determined from time to time by the Committee without limitation, except as otherwise provided in 
this Plan; provided, however, that each grant of Restricted Stock may be rescinded if the Participant does not remain an Employee, Consultant 
or Non-Employee Director of the Company or any of its Subsidiaries for at least six months from the Date of Grant. The granting, vesting and 
issuing of the Restricted Stock shall also be subject to the following provisions:  

(i) Nature of Grant . Restricted Stock shall be granted to Participants who are Employees, Consultants or Non-Employee Directors 
for Services rendered and at no additional cost to the Participant; provided, however, that the value of the Services performed must, in the 
opinion of the Committee, equal or exceed the par value of the Restricted Stock to be granted to the Participant.  

(ii) Restricted Stock Account . The Company shall establish a restricted stock account (the “ Restricted Stock Account ”) for each 
Participant to whom Restricted Stock is granted, and such Restricted Stock shall be credited to such account. No certificates will be 
issued to the Participant with respect to the Restricted Stock until the Vest Date as provided herein and in accordance with any Restricted 
Stock Agreement  
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with the Participant. Every credit of Restricted Stock under this Plan to a Restricted Stock Account shall be considered “contingent” and 
unfunded until the Vest Date. Such contingent credits shall be considered bookkeeping entries only, notwithstanding the “crediting” of 
“dividends” as provided herein. Such accounts shall be subject to the general claims of the Company’s creditors. The Participant’s rights 
to the Restricted Stock Account shall be no greater than that of a general creditor of the Company. Nothing contained herein shall be 
construed as creating a trust or fiduciary relationship between the Participants and the Company or any of its Subsidiaries, the Board of 
Directors or the Committee.  

(iii) Restrictions . The terms, conditions and restrictions of the Restricted Stock shall be determined by the Committee on the Date 
of Grant. The Restricted Stock may not be sold, assigned, transferred, redeemed, pledged or otherwise encumbered during the period in 
which the terms, conditions and restrictions apply (the “ Restriction Period ”). More than one grant of Restricted Stock may be 
outstanding at any one time, and the Restriction Periods may be of different lengths. Receipt of the Restricted Stock is conditioned upon 
satisfactory compliance with the terms, conditions and restrictions of this Plan and those imposed by the Committee.  

(iv) Restricted Stock Criteria . At the time of each grant of Restricted Stock, the Committee in its sole discretion may establish 
certain criteria to determine the times at which restrictions placed on Restricted Stock shall lapse (i.e., the termination of the Restriction 
Period), which criteria may include, without limitation, performance measures and targets (which may include any Performance Goals 
established by the Committee) and holding period and/or Service requirements (the “ Restricted Stock Criteria ”). The Committee may 
establish a corresponding relationship between the Restricted Stock Criteria and (A) the number of Shares of Restricted Stock that may be 
earned, and (B) the extent to which the terms, conditions and restrictions on the Restricted Stock shall lapse. Restricted Stock Criteria 
may vary among grants of Restricted Stock.  

(v) Vesting . On the date the Restriction Period terminates, the Restricted Stock shall vest in the Participant (the “ Vest Date ”), who 
may then require the Company to issue certificates for Shares evidencing the vested Restricted Stock credited to the Restricted Stock 
Account of such Participant.  

(vi) Dividends . The Committee may provide from time to time that amounts equivalent to dividends shall be payable with respect 
to the Restricted Stock held in the Restricted Stock Account of a Participant. In such event, those amounts shall be credited to the 
Restricted Stock Account and shall be payable to the Participant on the Vest Date.  

(vii) Termination of Services . If a Participant, (A) with the consent of the Committee, ceases to be an Employee, Consultant or 
Non-Employee Director of, or otherwise ceases to provide Services to, the Company or any of its Subsidiaries, or (B) dies or suffers from 
a Permanent and Total Disability, the vesting or forfeiture (including, without limitation, the terms, conditions and restrictions) of any 
grant under this Section 7 shall be determined by the Committee in its sole discretion, subject to any  
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limitations or terms of this Plan. If the Participant ceases to be an Employee, Consultant or Non-Employee Director of, or otherwise 
ceases to provide Services to, the Company or any of its Subsidiaries for any other reason, all grants of Restricted Stock under this Plan 
shall be forfeited (subject to the terms of this Plan).  

(b) Deferral of Transfer of Shares . The Committee may establish procedures by which a Participant may elect to defer the transfer of 
Shares to the Participant in connection with the vesting of Restricted Stock. The Committee shall determine the terms and conditions of such 
deferral in its sole discretion.  

SECTION 8  
ISSUANCE OF SHARES; TAX WITHHOLDING  

(a) Issuance of Shares . As a condition to the transfer of any Shares issued under this Plan, the Company may require an opinion of 
counsel, satisfactory to the Company, to the effect that such transfer will not be in violation of the Securities Act or any other applicable 
securities laws, rules or regulations, or that such transfer has been registered under federal and all applicable state securities laws. The 
Company may refrain from delivering or transferring Shares issued under this Plan until the Committee has determined that the Participant has 
tendered to the Company any and all applicable federal, state or local taxes owed by the Participant as the result of the receipt of a Plan Award, 
the vesting of a Plan Award, the exercise of an Option or the disposition of any Shares issued under this Plan, in the event that the Company 
reasonably determines that it might have a legal liability to satisfy such tax. The Company shall not be liable to any person or entity for 
damages due to any delay in the delivery or issuance of any stock certificate evidencing any Shares for any reason whatsoever.  

(b) Tax Withholding . Each Participant shall, no later than the date as of which the value of any Plan Award or of any Shares or other 
amounts received thereunder first becomes includable in the gross income of such Participant for federal income tax purposes, pay to the 
Company, or make arrangements satisfactory to the Committee regarding payment to the Company of, any federal, state or local taxes of any 
kind required to be withheld with respect to such income. The Company and its Subsidiaries shall, to the extent permitted by law, have the right 
to deduct any such taxes from any payment of any kind otherwise due to the Participant. Subject to approval by the Committee, a Participant 
may elect to have such tax withholding obligation satisfied, in whole or in part, by (i) authorizing the Company to withhold from Shares to be 
issued pursuant to any Plan Award, a number of Shares with an aggregate Fair Market Value (as of the date the withholding is effected) that 
would satisfy the withholding amount due, or (ii) transferring to the Company Shares owned by the Participant with an aggregate Fair Market 
Value (as of the date the withholding is effected) that would satisfy the withholding amount due.  

SECTION 9  
CAPITALIZATION ADJUSTMENTS; MERGER; CHANGE IN CONTR OL  

(a) Adjustments Upon Changes in Capitalization . Subject to any required action by the stockholders of the Company, the number of 
Shares covered by each outstanding Option  
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(as well as the Exercise Price covered by any outstanding Option), the aggregate number of Shares that have been authorized for issuance under 
this Plan and the number of Shares of Restricted Stock credited to any Restricted Stock Account of a Participant shall be proportionately 
adjusted for any increase or decrease in the number of issued Shares resulting from a stock split, payment of a stock dividend with respect to 
the Stock or any other increase or decrease in the number of issued Shares effected without receipt of consideration by the Company. Such 
adjustment shall be made by the Committee in its sole discretion, which adjustment shall be final, binding and conclusive. Except as expressly 
provided herein, no issuance by the Company of shares of stock of any class shall affect, and no adjustment by reason thereof shall be made 
with respect to, the number or price of Shares subject to an Option.  

(b) Dissolution, Liquidation, Sale of Assets or Merger .  

(i) In the event of the proposed dissolution or liquidation of the Company, any Plan Award granted under this Plan shall terminate 
as of a date to be fixed by the Committee, provided that no less than 20 days written notice of the date so fixed shall be given to each Optionee 
and each such Optionee shall have the right during such period to exercise his or her Options as to all or any part of the Shares covered thereby. 

(ii) In the event of a proposed sale of all or substantially all of the assets of the Company or a proposed merger or similar business 
combination of the Company with or into another entity, pursuant to which at least 50% of the Company’s stockholders immediately prior to 
such transaction will not be stockholders of the surviving entity immediately following such transaction (such sale, merger or other business 
combination, collectively, is referred to as a “ Change in Control ”), then (A) all outstanding Options shall become immediately and fully 
vested and exercisable in whole or in part and (B) the Vest Date with respect to any Restricted Stock shall be deemed waived unless the Board 
of Directors determines, in its sole discretion, that cash, substitute options, restricted stock or other securities of similar value or rights, as 
applicable, will be granted in substitution for such vested and unvested Plan Awards as part of such Change in Control, in which case no 
acceleration shall take place; provided, however, the Committee shall give each Optionee at least 20 days prior written notice of any such 
transaction in order to enable an Optionee to exercise the exercisable portion, if any, of his or her Options. Upon receipt of any cash or 
substitute securities described above or effective on the date specified in such notice, all Options (whether or not then exercisable) and grants of 
Restricted Stock shall immediately terminate and be of no further force or effect.  

(iii) The Committee shall also have the power and right to accelerate the exercisability of any Options or vesting of any Restricted 
Stock, notwithstanding any limitations in this Plan, any Stock Option Agreement or the Restricted Stock Agreement, in the event of a Change 
in Control, other business combination or dissolution or liquidation of the Company.  

(c) Certain Business Combinations . In the event it is determined by the Board of Directors, upon receipt of a written opinion of the 
Company’s independent public accountants, that the enforcement of any provision of this Plan, including, but not limited to, Section 9(b), 
which allows for the acceleration of vesting of Options and grants of Restricted Stock in connection with a Change in Control would preclude 
accounting for any proposed Change in  
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Control or other business combination as a pooling of interests, and the Board otherwise desires to approve such proposed business transaction 
which requires as a condition to the closing of such transaction that it be accounted for as a pooling of interests, then any such provision of this 
Plan shall be null and void and the Board of Directors shall determine how such Plan Awards will be treated upon the Change in Control in a 
manner that will not preclude a pooling of interests. For purposes of this Section 9, the Board of Director’s determination shall require the 
unanimous approval of the outside Board of Directors members.  

SECTION 10  
NO EMPLOYMENT RIGHTS  

No provision of this Plan, any Restricted Stock Agreement or any Stock Option Agreement and no grant of an Option or Restricted Stock 
shall be construed to give any Participant any right to remain an Employee, Consultant or Non-Employee Director of, or provide Services to, 
the Company or any of its Subsidiaries or to affect the right of the Company or any of its Subsidiaries to terminate any Participant’s Services at 
any time, with or without cause.  

SECTION 11  
TERM OF PLAN; EFFECT OF AMENDMENT OR TERMINATION  

(a) Effective Date; Term of Plan . This Plan shall be submitted to the stockholders of the Company for approval and ratification at the 
next regular or special meeting thereof to be held after the date of its adoption by the Board of Directors (or through a consent in lieu of 
meeting). Unless at such meeting this Plan is approved and ratified by the stockholders of the Company in the manner provided by the 
Company’s Bylaws, then, and in such event, this Plan and any then outstanding Options or Restricted Stock that may have been conditionally 
granted prior to such stockholder meeting shall become null and void and of no further force or effect. Subject to the immediately preceding 
sentence, this Plan shall become effective upon its adoption by the Board of Directors. This Plan shall continue in effect for a term of ten years 
unless sooner terminated under this Section 11.  

(b) Amendment and Termination . The Board of Directors, in its sole discretion, may terminate this Plan at any time and may amend 
this Plan at any time in such respects as the Board of Directors may deem advisable, provided that with respect to ISOs that the stockholder 
approval requirements of Section 422 of the Code are satisfied to the extent applicable.  

(c) Effect of Termination . In the event this Plan is terminated, no Shares shall be issued under this Plan nor shall any Shares of 
Restricted Stock be credited to a Restricted Stock Account, except upon exercise of an Option granted prior to such termination or issuance of 
Shares with respect to vested Restricted Stock previously credited to a Restricted Stock Account. The termination of this Plan, or any 
amendment thereof, shall not adversely affect any Shares previously issued to a Participant, any Option previously granted under this Plan or 
any Restricted Stock previously credited to a Restricted Stock Account without the Participant’s consent.  
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SECTION 13  
GOVERNING LAW  

THIS PLAN AND ANY AND ALL STOCK OPTION AGREEMENTS AND AGREEMENTS RELATING TO THE GRANT OF 
RESTRICTED STOCK EXECUTED IN CONNECTION WITH THIS PLAN SHALL BE GOVERNED BY AND CONSTRUED IN 
ACCORDANCE WITH THE LAWS OF THE STATE OF DELAWARE, WITHOUT REGARD TO CONFLICT OF LAWS PRINCIPLES, 
AND IN THE CASE OF ISOS, SECTION 422 OF THE CODE AND THE REGULATIONS ISSUED THEREUNDER.  
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Exhibit 99.2 

AUDIUM CORPORATION  

STOCK OPTION AGREEMENT FOR INCENTIVE STOCK OPTIONS  

2000 Stock Option and Restricted Stock Plan  

Name of Optionee: ____________________  

Date of Grant: _________________  

Number of Option Shares: __________________  

Vest (Exercise) Date: See Exhibit B  

Exercise Price: Company Cash Amount per Share, as defined in the Agreement and Plan of Merger (the “ Merger Agreement ”), dated June 8, 
2006 by and among Cisco Systems, Inc. (“ Acquiror ”), Argon Acquisition Corp., a wholly-owned subsidiary of Acquiror, and Audium 
Corporation. If the Effective Time (as that term is defined in the Merger Agreement) does not occur, the Exercise Price shall be the equivalent 
of the Company Cash Amount per Share as of the Date of Grant as determined by the Committee in its sole discretion, but in no event less that 
the fair market value on the Date of Grant.  

Expiration Date: The ten year anniversary of the Date of Grant  

Vesting Schedule: Subject to the restrictions and conditions in the Plan and this Agreement, 25% of the Shares covered by this Option shall 
vest on the anniversary date set forth on Exhibit B (“ Anniversary Date ”) and the remaining 75% of the Shares covered by this Option shall 
vest at the rate of 3.125% per month on each subsequent monthly anniversary of the Anniversary Date such that 100% of all Shares covered by 
this Option shall be vested on the third anniversary of the Anniversary Date. The chart attached hereto as Exhibit B outlines the vesting 
schedule for the Optionee.  
   

The Optionee acknowledges receipt of a copy of the Plan, a copy of which is annexed hereto, and represents that he or she is familiar with 
the terms and provisions thereof, and hereby accepts this Option subject to all of the terms and provisions thereof. The Optionee has reviewed 
the Plan, this Option and the Exercise of Stock Option in their entirety and fully understands all provisions of this Option and the Exercise of 
Stock Option. The Optionee hereby agrees to accept as binding, conclusive and final all decisions or interpretations of the Committee and/or 
Board of Directors upon any questions arising under the Plan.  
   

AUDIUM CORPORATION  

By:      
Name:   Michael Bergelson 
Title:   President & CEO 

Dated:   ______________________________     _________________________________________________________ 

      _________________________________________,   Optionee                 



Until and unless an adjustment is made under Section 9(a) of the Plan, Audium Corporation, a Delaware corporation (the “ Company ”), 
hereby grants to the person whose name is written on the first page hereof (the “ Optionee ”) an option to purchase the total number of Shares 
stated on the first page hereof of the Company’s common stock, par value $.01 per share, at the price determined as provided herein, and in all 
respects subject to the terms and provisions of the 2000 Stock Option and Restricted Stock Plan (the “ Plan ”) adopted by the Company, which 
Plan is incorporated herein by reference. Terms that are not defined herein but that are defined in the Plan shall have the same meanings as in 
the Plan when used herein.  

1. Nature of the Option . This Option is intended to qualify as an “incentive stock option” as defined in Section 422(b) of the Code (“ 
ISO ”) to the extent that the aggregate Fair Market Value (determined as of the Date of Grant) of Shares that are exercisable for the first time 
by the Optionee during any calendar year does not exceed $100,000. The remaining Shares covered by this Option, if any, shall be deemed to 
be a Nonstatutory Option.  

2. Exercise Price . The exercise price for each Share is set forth on the first page hereof (the “ Exercise Price ”).  

3. Exercise of Option . This Option shall be exercisable during its term in accordance with the following terms:  

(a) Right to Exercise .  

(i) Subject to the restrictions and conditions in the Plan and this Stock Option Agreement (this “ Agreement ”), including 
Sections 6, 7, 8 and 13 hereof, this Option may be exercised in whole or in part but only as to the number of Shares and within the time 
intervals set forth in the vesting schedule on the first page hereof and at such times and under such conditions as shall be determined by the 
Committee, including, without limitation, performance criteria with respect to the Company and/or its Subsidiaries and/or the Optionee.  

(ii) Notwithstanding Section 3(a)(i):  

(A) In the event of the proposed dissolution or liquidation of the Company, this Option shall terminate as of a date to 
be fixed by the Committee, provided that no less than 20 days written notice of the date so fixed shall be given to the Optionee and the 
Optionee shall have the right during such period to exercise his or her Options as to all or any part of the Shares covered hereby.  

(B) Notwithstanding any provision to the contrary in the Plan, there shall be no automatic acceleration of vesting of 
any Shares covered by this Option upon the occurrence of a Change in Control (as defined in the Plan). However, the Committee shall have the 
power and right, in its sole discretion, to accelerate the exercisability of this Option, notwithstanding any limitations in this Agreement or the 
Plan, in the event of a Change in Control, other business combination or dissolution or liquidation of the Company.  

(iii) This Option may not be exercised for a fraction of a share.  



(b) Method of Exercise .  

(i) This Option shall be exercisable from time to time by delivering an Exercise of Stock Option to the Committee in 
substantially the form of Exhibit A (the “ Notice of Exercise ”). The Notice of Exercise shall state the number of Shares in respect of which this 
Option is being exercised and shall contain or be accompanied by such other representations and agreements as to the Optionee’s investment 
intent with respect to such Shares as may be required by the Company pursuant to the provisions of the Plan. Such Notice of Exercise shall be 
signed by the Optionee and shall be delivered in person or by certified mail to the Committee. The Notice of Exercise shall be accompanied by 
payment of the Exercise Price.  

(ii) No Shares will be issued pursuant to the exercise of this Option unless such issuance and such exercise shall comply with 
this Agreement, the Plan and all relevant provisions of law.  

(iii) The Company may refrain from delivering or transferring Shares issued hereunder and under the Plan until the 
Committee has determined that the Optionee has tendered to the Company any federal, state or local tax owed by the Optionee as a result of 
receipt of this Option, the vesting of this Option, the exercise of this Option or the disposition of any Share in the event that the Company has a 
legal liability to satisfy such tax.  

(iv) Within a reasonable time or such time as may be permitted by law after the Company receives notice of exercise and full 
payment for the Shares, the Company shall issue and deliver a certificate representing the Shares acquired as a result of the exercise. The 
Optionee shall have no rights as a stockholder with respect to any Shares covered by this Option until a certificate representing such Shares is 
issued to him or her. Once a certificate is issued, the Shares shall be considered fully paid and nonassessable. No adjustment will be made for a 
dividend or other right for which the record date is prior to the date on which the stock certificate is issued, except as provided in Section 3(a)
(ii) hereof or Section 9(a) of the Plan.  

(v) The Company shall not be liable to any person or entity for damages due to any delay in the delivery or issuance of any 
stock certificate for any reason whatsoever.  

(c) Number of Shares Exercisable . Each exercise of this Option shall reduce, by an equal number, the total number of Shares that 
may thereafter be purchased under this Option, but shall not affect the exercise of any other options granted by the Committee and held by the 
Optionee.  

4. Method of Payment . Payment of the Exercise Price shall be by any of the following:  

(a) cash or certified check; or  

(b) if authorized by the Committee, by delivery of other Shares having a Fair Market Value on the date of delivery equal to the 
aggregate Exercise Price of the Shares as to which this Option is being exercised; or  

(c) if authorized by the Committee, any combination of the above methods or any other method of payment as may be permitted 
under applicable law and the Plan.  



5. Restrictions on Exercise . This Option may not be exercised if the issuance of such Shares upon such exercise or the method of 
payment of consideration for such Shares would constitute a violation of any applicable federal or state securities or other law or regulation. As 
a condition to the exercise of this Option, the Committee may require the Optionee to make any representation and warranty to the Company as 
may be required by any applicable law or regulation.  

6. Termination of Status as an Employee, Consultant or Non-Employee Director . Except as provided in the Plan and in Sections 7 
and 8, if the Optionee ceases to be an Employee, Consultant or Non-Employee Director of the Company and its Subsidiaries, the Optionee may 
exercise this Option, but only until the earlier of the date (a) this Option expires or (b) three months after the date the Optionee ceases to be an 
Employee, Consultant or Non-Employee Director, to the extent that the Optionee was entitled to exercise it on the date the Optionee ceased to 
be an Employee, Consultant or Non-Employee Director, unless the Committee further extends such period in its sole discretion. To the extent 
that the Optionee was not entitled to exercise this Option on such date, or if the Optionee does not exercise it within the time specified herein, 
this Option shall terminate. The date the Optionee ceases to be an Employee, Consultant or Non-Employee Director shall be the date the 
Employee, Consultant or Non-Employee Director is provided a termination letter by the Corporation or, in the absence of any such letter, the 
Committee shall have the authority to determine the date of termination.  

7. Permanent and Total Disability of the Optionee . Notwithstanding the terms of Section 6, in the event the Optionee is unable to 
continue to perform Services for the Company or any of its Subsidiaries as a result of the Optionee’s Permanent and Total Disability (and, for 
ISOs, at the time such Permanent and Total Disability begins, the Optionee was an Employee and had been an Employee since the Date of 
Grant), this Option shall be immediately and fully vested and the Optionee may exercise this Option in whole or in part, but only until the 
earlier of the date (a) this Option expires or (b) 12 months from the date of termination of Services due to such Permanent and Total Disability. 
If the Optionee does not exercise this Option within the time specified herein, this Option shall terminate.  

8. Death of the Optionee . Upon the death of the Optionee, this Option shall terminate and be of no further effect; provided, however, 
notwithstanding the provisions of Section 6, in the event the Optionee’s death occurs during the term of this Option and, at the time of death, 
the Optionee was an Employee, Consultant or Non-Employee Director (and, for ISOs, at the time of death, the Optionee was an Employee and 
had been an Employee since the Date of Grant), this Option shall be immediately and fully vested and may be exercised in whole or in part, but 
only until the earlier of the date (a) this Option expires or (b) 12 months from the date of the Optionee’s death, by the Optionee’s estate or by a 
person who acquired the right to exercise this Option by bequest or inheritance. If this Option is not exercised within the time specified herein, 
this Option shall terminate.  

9. Transferability of Options . This Option may only be transferred as provided in this Section 9. This Option, to the extent it is not an 
ISO, may be transferred by the Optionee to, and exercised by, the Optionee’s family members, family trusts, family partnerships or any other 
similarly situated transferee approved by the Committee in its sole discretion. The vesting and exercisability of this Option shall continue to be 
based on the employment of the Optionee following the transfer of this Option as if the Optionee continued to hold this Option. In the  



event the Optionee is terminated, suffers a Permanent and Total Disability or dies, as provided in Sections 6, 7 and 8, respectively (and as 
provided in the Plan), this Option, when held by the transferee, will be subject to the same restrictions on vesting and exercise as if this Option 
were held by the Optionee. Notification and approval of all such transfers shall be in a form specified by the Committee. Any determination of 
the Committee with respect to any transfers of this Option or the vesting or exercise of this Option following transfer shall be final and binding 
on the Optionee and the transferee. ISOs may not be sold, pledged, assigned or transferred in any manner other than by will or by the laws of 
descent and distribution, and, during the life of the Optionee, this Option is exercisable only by the Optionee.  

10. [Intentionally Left Blank.]  

11. [Intentionally Left Blank.]  

12. Confidentiality and Non-Competition . By accepting this Option and as a condition to the exercise of this Option and the enjoyment 
of benefits of the Plan, the Optionee agrees:  

(a) Confidentiality . During the period that the Optionee provides Services (or the Optionee engages in any other activity with or 
for the Company or any of its Subsidiaries) and for a two-year period thereafter, the Optionee shall treat and safeguard as confidential and 
secret all Confidential Information (defined below) received by the Optionee at any time. Without the prior written consent of the Company, 
except as required by law, the Optionee will not disclose or reveal any Confidential Information to any third party whatsoever or use the same 
in any manner except in connection with the businesses of the Company and its Subsidiaries. In the event that the Optionee is requested or 
required (by oral questions, interrogatories, requests for information or documents, subpoena, civil investigative demand or other process) to 
disclose (i) any Confidential Information or (ii) any information relating to his or her opinion, judgment or recommendations concerning the 
Company or any of its Subsidiaries as developed from the Confidential Information, the Optionee will provide the Company with prompt 
written notice of any such request or requirement so that the Company may seek an appropriate protective order or waive compliance with the 
provisions contained herein. If, failing the entry of a protective order or the receipt of a waiver hereunder, the Optionee is, in the reasonable 
opinion of his or her counsel, compelled to disclose Confidential Information, the Optionee shall disclose only that Confidential Information 
and will exercise his or her best efforts to obtain assurances that confidential treatment will be accorded such Confidential Information.  

“ Confidential Information ” shall mean all knowledge and information pertaining to the business of the Company and its Subsidiaries obtained 
by the Optionee from any source whatsoever as a result of his or her Services to the Company and/or its Subsidiaries and which is not a matter 
of public knowledge, including, without limitation, any confidential records, documents, contracts, customer lists, writings, intellectual 
property, data or other information, whether or not the same is in written or other recorded form. Without limiting the generality of the 
foregoing, Confidential Information shall be deemed to include any information or knowledge which may now or hereafter be deemed a trade 
secret of the Company and/or its Subsidiaries or information which relates to the Company’s and/or its Subsidiaries’ personnel; present 
operations or future planning with respect to suppliers or customers; the contents of any Company or Subsidiary manual, practice or procedure; 
operating, revenue, expense or other statistics; private or public debt or equity financing or concerning any banking, accounting or financial 
matters; current or  



future advertising or promotion plans or programs; applications to or matters pending or under the jurisdiction of any regulatory agency or 
court, including those that are only threatened; any system, program, procedure or administrative operations, including those pertaining to any 
matter relative to computer or software operations of any type; the terms under which the Optionee received this Option and the terms of such 
Option; information of the type mentioned above or of any other type regarding affiliates of the Company and its Subsidiaries; present or future 
plans for the extension of the present business or the commencement of new business by the Company and/or its Subsidiaries.  

(b) Non-Competition . During the period that the Optionee provides Services to the Company or any of its Subsidiaries, and for a 
one-year period thereafter, the Optionee shall not, without prior written consent of the Committee, do, directly or indirectly, any of the 
following:  

(i) own, manage, control or participate in the ownership, management or control of, or be employed or engaged by or 
otherwise affiliated or associated with, any other corporation, partnership, proprietorship, firm, association or other business entity, or 
otherwise engage in any business, conduct or activity, which is in conflict or creates a conflict of interest with his or her duties as an Employee 
of the Company or which competes with the business of the Company or any of its Subsidiaries (as such business is conducted or then 
currently planned to be conducted during the term the Optionee provides Services to the Company or any of its Subsidiaries) in the 
geographical regions in which such business is conducted; provided, however, that the ownership of a maximum of one percent of the 
outstanding stock of any publicly traded corporation shall not violate this covenant; or  

(ii) for the benefit of the Optionee or any third party, employ, solicit for employment or assist in employing or soliciting for 
employment any present, former or future employee or officer of the Company or any of its Subsidiaries; or  

(iii) for the benefit of the Optionee or any third party, (A) make known to any person, firm, corporation or other entity the 
names and addresses of any of the customers of the Company or any other information pertaining to such persons or (B) call on, solicit or take 
away, or attempt to call on, solicit or take away, any of the customers of the Company with whom the Optionee became acquainted during his 
or her association with the Company.  

In the event any court of competent jurisdiction should determine that the foregoing covenant of non-competition and non-solicitation is not 
enforceable because of the extent of the scope of the limitation, geographical area or the duration thereof, then the Company or any of its 
Subsidiaries and the Optionee hereby petition such court to modify the foregoing covenant to the extent, but only to the extent, necessary to 
create a covenant which is enforceable in the opinion of such court, with the intention of the parties being that the Company or any of its 
Subsidiaries shall be afforded the maximum enforceable covenant of non-competition and non-solicitation which may be available under the 
circumstances and applicable law.  

If the Optionee has an employment or consulting agreement with the Company or any of its Subsidiaries, and such employment or consulting 
agreement contains restrictive covenants that conflict with the covenants set forth above or are more restrictive than the covenants set forth 
above, the covenants that are most restrictive and enforceable shall control.  



(c) Failure to Comply . The Optionee acknowledges that remedies at law for any breach by him or her of this Section 12 may be 
inadequate and that the damages resulting from any such breach are not readily susceptible to being measured in monetary terms. Accordingly, 
the Optionee acknowledges that upon his or her violation of any provision of this Section 12, the Company or any of its Subsidiaries will be 
entitled to immediate injunctive relief and may obtain an order restraining any threatened or future breach. The Optionee further agrees, subject 
to the proviso at the end of this sentence, that if he or she violates any provision of this Section 12, the Optionee shall immediately forfeit any 
rights and benefits under this Agreement and the Plan and shall return to the Company this Option to the extent unexercised; provided, 
however, that upon violation of this Section 12(b), the forfeiture and return provisions contained in this sentence shall apply only to this Option 
to the extent it has become exercisable during the one-year period immediately prior to the termination of the Optionee’s Services. Nothing in 
this Section 12 will be deemed to limit, in any way, the remedies at law or in equity of the Company for a breach by the Optionee of any of the 
provisions of this Section 12.  

(d) Notice . The Optionee agrees to provide written notice of the provisions of this Section 12 to any future employer of the 
Optionee, and the Company expressly reserves the right to provide such notice to the Optionee’s future employer(s).  

(e) Severability . If any provision or part of any provision of this Section 12 is held for any reason to be unenforceable, (i) the 
remainder of this Section 12 shall nevertheless remain in full force and effect and (ii) such provision or part shall be deemed to be amended in 
such manner as to render such provision enforceable.  

13. Term of Option . This Option may not be exercised after the expiration date, which date is set forth on the first page of this Option.  

14. Subject to Plan . This Option is subject to, and qualified by, all of the terms and conditions of the Plan, and specifically to the powers 
of the Committee and the Board of Directors to make interpretations of the Plan and of Options granted thereunder and of the Committee and 
the Board of Directors to alter, amend, suspend or discontinue the Plan subject to the limitations expressed in the Plan. By acceptance of this 
Option, the Optionee acknowledges receipt of a copy of the Plan, represents that he or she has read the terms and provisions of the Plan and 
accepts this Option subject to all of the terms and provisions thereof and recognizes and agrees that all determinations, interpretations or other 
actions respecting the Plan may be made by the Committee and/or the Board of Directors, and that such determinations, interpretations or other 
actions are final, conclusive and binding upon all interested parties, including the Optionee. In the event of a conflict between this Option and 
the Plan, the Plan shall control.  

15. Governing Law . This Agreement shall be governed by and construed in accordance with the laws of the State of Delaware, 
without regard to conflicts of laws principles, and in the case of ISOs, Section 422 of the Code and the regulations issued thereunder.  

16. Survival . The provisions of Sections 9, 12, 15, 16, 17, 25, 26 and 27 shall survive the exercise of this Option or the termination of 
this Option for any reason.  

17. Public Offering . Optionee acknowledges that, in the event of any public offering of the Stock or other securities of the Company, it 
may be necessary for the Company to restrict  



for a period of time (during or following the offering process) the transfer of Shares received under this Option. As requested by the Company, 
Optionee agrees not to effect any sale, transfer, pledge or other disposal of the Shares received hereby during such time and agrees to execute 
any “lock-up letter” or similar agreement requested by the Company or its underwriters.  

18. No Employment Rights . No provision of this Option or the Plan shall be construed to give the Optionee any right to remain an 
Employee, Consultant or Non-Employee Director of, or provide Services to, the Company or any of its Subsidiaries or to affect the right of the 
Company or any of its Subsidiaries to terminate the Optionee’s Services at any time, with or without cause.  

19. Entire Agreement . The Plan and this Agreement constitute the entire agreement between the parties and supersede any prior 
understandings, agreements or representations by or between the parties, written or oral, to the extent they related in any way to the subject 
matter thereof or hereof.  

20. Amendment . No amendment of any provision of this Agreement shall be valid unless the same shall be in writing and signed by the 
Company and the Optionee.  

21. Counterparts . This Agreement may be executed in one or more counterparts, each of which shall be deemed an original but all of 
which together shall constitute one and the same instrument.  

22. Notices . All notices and other communications hereunder shall be in writing. Any notice or other communication hereunder shall be 
deemed duly given on the date of personal delivery or two business days after it is sent by registered or certified mail, return receipt requested, 
postage prepaid, and addressed to the Company at its executive offices and to the Optionee as the Optionee’s name and address appear in the 
books of the Company.  

23. Headings . The section headings contained in this Agreement are inserted for convenience only and shall not affect in any way the 
meaning or interpretation of this Agreement.  

24. Legends . In the event the Shares issuable pursuant to this Option have not been registered, they may not be sold, pledged, 
hypothecated or otherwise transferred unless they are registered under the Securities Act of 1933, as amended, and applicable state securities 
laws or an exemption from such registration is available. A legend will be placed on any certificate evidencing such Shares in substantially the 
following form:  

THE SECURITIES REPRESENTED BY THIS CERTIFICATE HAVE  NOT BEEN REGISTERED UNDER THE 
SECURITIES ACT OF 1933, AS AMENDED, OR THE STATE SECURITIES LAWS OF ANY STATE. WITHOUT SUCH 
REGISTRATION, SUCH SECURITIES MAY NOT BE SOLD, PLED GED, HYPOTHECATED OR OTHERWISE 
TRANSFERRED AT ANY TIME WHATSOEVER, EXCEPT UPON DEL IVERY TO THE COMPANY OF AN OPINION OF 
COUNSEL SATISFACTORY TO THE COMPANY THAT REGISTRATI ON IS NOT REQUIRED FOR SUCH TRANSFER 
AND/OR THE SUBMISSION TO THE COMPANY OF SUCH OTHER EVIDENCE AS MAY BE  



SATISFACTORY TO THE COMPANY TO THE EFFECT THAT ANY SUCH TRANSFER WILL NOT BE IN VIOLATION 
OF THE SECURITIES ACT OF 1933, AS AMENDED, AND/OR APPLICABLE STATE SECURITIES LAWS AND/OR ANY 
RULE OR REGULATION PROMULGATED THEREUNDER.  

25. Early Disposition of Stock Subject to ISO . The Optionee understands that if any Shares received under this Option are disposed of 
within two years after the date of this Agreement or within one year after such Shares were transferred to the Optionee, then the Optionee will 
be treated for federal income tax purposes as having received ordinary income at the time of such disposition in an amount equal to the excess 
of the Fair Market Value of the Shares at the time such Shares were delivered to the Optionee less the price paid for the Shares. The Optionee 
hereby agrees to notify the Committee in writing within ten days after the date of any such disposition and immediately deliver to the Company 
any amount of federal income tax withholding or other tax required by law. The Optionee understands that if the Optionee disposes of such 
Shares at any time after the expiration of such two-year and one-year holding periods, any gain on such sale will be taxed at capital gain rates.  

26. Qualification as an ISO . The Optionee understands that, subject to the terms of Section 1, this Option is intended to qualify as an 
“incentive stock option” within the meaning of Section 422(b) of the Code. The Optionee understands, further, that the Exercise Price for the 
Shares subject to this Option has been set by the Committee at a price that the Committee has determined to be not less than 100% (or, if the 
Optionee owned at the time of grant more than 10% of the voting securities of the Company or its Subsidiaries, 110%) of the Fair Market 
Value of the Shares on the Date of Grant. The Company believes that the methodology by which the Committee valued the Shares at such time 
represented a good faith attempt, as defined in the Code, at reaching an accurate appraisal of the Fair Market Value of the Shares. The Optionee 
understands and acknowledges, however, that the Company shall not be responsible for any additional tax liability incurred by the Optionee in 
the event that the Internal Revenue Service determines that this Option does not qualify as an incentive stock option, for any reason, including, 
without limitation, a determination that the Committee’s valuation did not represent a good faith attempt to value the Shares.  

27. Special Limitation on ISOs . The aggregate Fair Market Value (determined on the Date of Grant) of the Shares with respect to which 
ISOs are exercisable for the first time by an individual during any calendar year under this Agreement, and under all other plans maintained by 
the Optionee’s employer entity and its parent and Subsidiary entities, shall not exceed $100,000. If the aggregate Fair Market Value 
(determined on the Date of Grant) of the Shares subject to the ISO that first become exercisable in any calendar year and during this period 
exceeds the limitation of this Section 27, so much of this Option that does not exceed the dollar limit shall be an ISO and the remainder shall be 
a Nonstatutory Option, but in all other aspects this Agreement shall remain in full force and effect.  



EXHIBIT A  

EXERCISE OF STOCK OPTION  
   

   

Pursuant to the terms and provisions of the Stock Option Agreement for Incentive Stock Options, dated              (the “ Agreement ”), 
executed by me and a duly authorized officer of Audium Corporation (the “ Company ”) in connection with the Audium Corporation 2000 
Stock Option and Restricted Stock Plan (the “ Plan ”), I hereby give notice that I elect to exercise today the option (the “ Option ”) evidenced 
by the Agreement with respect to              shares of the common stock of the Company (the “ Option Shares ”). Accordingly, I hereby agree to 
purchase such Option Shares at the price and terms established under the Agreement and the Plan.  

I understand that both this Option and any Option Shares purchased upon its exercise are securities, the issuance of which by the 
Company requires compliance with state and federal securities laws.  

With respect to any Option Shares covered by an “incentive stock option” (as defined in Section 422(b) of the Internal Revenue Code of 
1986, as amended), I understand that if I sell such Option Shares within one year of this exercise or within two years from the Date of Grant, as 
defined in the Agreement, I may experience certain adverse federal income tax consequences. I agree to notify the Company in writing within 
ten days after the date of any such disposition and to immediately deliver to the Company any amount of federal income tax withholding 
required by law. Additionally, I understand that such Option Shares may not be used in a “swap transaction” to obtain additional Option Shares 
without incurring taxable income, unless such Option Shares used in the swap transaction have been held by me for two years from the date of 
the grant and one year from the date of the exercise.  

I understand the Company shall not be under any obligation to issue any Option Shares upon the exercise of this Option unless and until 
the Company has determined that (a) it has taken all actions required to register the Option Shares under the Securities Act of 1933, as 
amended, or to perfect an exemption from the registration requirements thereof, including, but not limited to, any investment representation, 
and (b) all other applicable provisions of state and federal law have been satisfied.  

I acknowledge that the provisions of Sections 9, 12, 15, 16, 17, 25, 26 and 27 of the Agreement shall survive this exercise of the Option 
or the termination of the Option for any reason.  

I hereby warrant that I am entitled under the Agreement and the Plan to purchase under this Option the number of Option Shares which I 
have agreed to purchase herein.  
   

TO:     Stock Option and Compensation Committee of Audium Corporation 

FROM:    __________________________________, Optionee 

RE:     Audium Corporation 2000 Stock Option and Restricted Stock Plan 

DATE:    ______________________ 

Sincerely, 

__________________________________________ 

______________, Optionee 



EXHIBIT B  

VESTING SCHEDULE  
   

   
   
   

   

   
   

NAME OF OPTIONEE:     __________________________________________ 

DATE OF GRANT:    __________________________________________ 

ANNIVERSARY DATE:    __________________________________________ 

NUMBER OF OPTION SHARES:    __________________________________________ 

DATE     CUMULATIVE NUMBER OF VESTED SHARES  



AUDIUM CORPORATION  

STOCK OPTION AGREEMENT FOR INCENTIVE STOCK OPTIONS  

2000 Stock Option and Restricted Stock Plan  

Name of Optionee: ____________________  

Date of Grant: _________________  

Number of Option Shares: __________________  

Vest (Exercise) Date: See Exhibit B  

Exercise Price: Company Cash Amount per Share, as defined in the Agreement and Plan of Merger (the “ Merger Agreement ”), dated June 8, 
2006 by and among Cisco Systems, Inc. (“ Acquiror ”), Argon Acquisition Corp., a wholly-owned subsidiary of Acquiror, and Audium 
Corporation. If the Effective Time (as that term is defined in the Merger Agreement) does not occur, the Exercise Price shall be the equivalent 
of the Company Cash Amount per Share as of the Date of Grant as determined by the Committee in its sole discretion, but in no event less that 
the fair market value on the Date of Grant.  

Expiration Date: The ten year anniversary of the Date of Grant  

Vesting Schedule: Subject to the restrictions and conditions in the Plan and this Agreement, 25% of the Shares covered by this Option shall 
vest on the first year anniversary of the Date of Grant and the remaining 75% of the Shares covered by this Option shall vest at the rate of 
3.125% per month on each subsequent monthly anniversary of the Date of Grant such that 100% of all Shares covered by this Option shall be 
vested on the third anniversary of the Date of Grant. The chart attached hereto as Exhibit B outlines the vesting schedule for the Optionee.  
   

The Optionee acknowledges receipt of a copy of the Plan, a copy of which is annexed hereto, and represents that he or she is familiar with 
the terms and provisions thereof, and hereby accepts this Option subject to all of the terms and provisions thereof. The Optionee has reviewed 
the Plan, this Option and the Exercise of Stock Option in their entirety and fully understands all provisions of this Option and the Exercise of 
Stock Option. The Optionee hereby agrees to accept as binding, conclusive and final all decisions or interpretations of the Committee and/or 
Board of Directors upon any questions arising under the Plan.  
   

AUDIUM CORPORATION  

By:       
Name:   Michael Bergelson 
Title:    President & CEO 

Dated:   ______________________________     _________________________________________________________ 

      _________________________________________,   Optionee                 



Until and unless an adjustment is made under Section 9(a) of the Plan, Audium Corporation, a Delaware corporation (the “ Company ”), 
hereby grants to the person whose name is written on the first page hereof (the “ Optionee ”) an option to purchase the total number of Shares 
stated on the first page hereof of the Company’s common stock, par value $.01 per share, at the price determined as provided herein, and in all 
respects subject to the terms and provisions of the 2000 Stock Option and Restricted Stock Plan (the “ Plan ”) adopted by the Company, which 
Plan is incorporated herein by reference. Terms that are not defined herein but that are defined in the Plan shall have the same meanings as in 
the Plan when used herein.  

1. Nature of the Option . This Option is intended to qualify as an “incentive stock option” as defined in Section 422(b) of the Code (“ 
ISO ”) to the extent that the aggregate Fair Market Value (determined as of the Date of Grant) of Shares that are exercisable for the first time 
by the Optionee during any calendar year does not exceed $100,000. The remaining Shares covered by this Option, if any, shall be deemed to 
be a Nonstatutory Option.  

2. Exercise Price . The exercise price for each Share is set forth on the first page hereof (the “ Exercise Price ”).  

3. Exercise of Option . This Option shall be exercisable during its term in accordance with the following terms:  

(a) Right to Exercise .  

(i) Subject to the restrictions and conditions in the Plan and this Stock Option Agreement (this “ Agreement ”), including 
Sections 6, 7, 8 and 13 hereof, this Option may be exercised in whole or in part but only as to the number of Shares and within the time 
intervals set forth in the vesting schedule on the first page hereof and at such times and under such conditions as shall be determined by the 
Committee, including, without limitation, performance criteria with respect to the Company and/or its Subsidiaries and/or the Optionee.  

(ii) Notwithstanding Section 3(a)(i):  

(A) In the event of the proposed dissolution or liquidation of the Company, this Option shall terminate as of a date to 
be fixed by the Committee, provided that no less than 20 days written notice of the date so fixed shall be given to the Optionee and the 
Optionee shall have the right during such period to exercise his or her Options as to all or any part of the Shares covered hereby.  

(B) Notwithstanding any provision to the contrary in the Plan, there shall be no automatic acceleration of vesting of 
any Shares covered by this Option upon the occurrence of a Change in Control (as defined in the Plan). However, the Committee shall have the 
power and right, in its sole discretion, to accelerate the exercisability of this Option, notwithstanding any limitations in this Agreement or the 
Plan, in the event of a Change in Control, other business combination or dissolution or liquidation of the Company.  

(iii) This Option may not be exercised for a fraction of a share.  



(b) Method of Exercise .  

(i) This Option shall be exercisable from time to time by delivering an Exercise of Stock Option to the Committee in 
substantially the form of Exhibit A (the “ Notice of Exercise ”). The Notice of Exercise shall state the number of Shares in respect of which this 
Option is being exercised and shall contain or be accompanied by such other representations and agreements as to the Optionee’s investment 
intent with respect to such Shares as may be required by the Company pursuant to the provisions of the Plan. Such Notice of Exercise shall be 
signed by the Optionee and shall be delivered in person or by certified mail to the Committee. The Notice of Exercise shall be accompanied by 
payment of the Exercise Price.  

(ii) No Shares will be issued pursuant to the exercise of this Option unless such issuance and such exercise shall comply with 
this Agreement, the Plan and all relevant provisions of law.  

(iii) The Company may refrain from delivering or transferring Shares issued hereunder and under the Plan until the 
Committee has determined that the Optionee has tendered to the Company any federal, state or local tax owed by the Optionee as a result of 
receipt of this Option, the vesting of this Option, the exercise of this Option or the disposition of any Share in the event that the Company has a 
legal liability to satisfy such tax.  

(iv) Within a reasonable time or such time as may be permitted by law after the Company receives notice of exercise and full 
payment for the Shares, the Company shall issue and deliver a certificate representing the Shares acquired as a result of the exercise. The 
Optionee shall have no rights as a stockholder with respect to any Shares covered by this Option until a certificate representing such Shares is 
issued to him or her. Once a certificate is issued, the Shares shall be considered fully paid and nonassessable. No adjustment will be made for a 
dividend or other right for which the record date is prior to the date on which the stock certificate is issued, except as provided in Section 3(a)
(ii) hereof or Section 9(a) of the Plan.  

(v) The Company shall not be liable to any person or entity for damages due to any delay in the delivery or issuance of any 
stock certificate for any reason whatsoever.  

(c) Number of Shares Exercisable . Each exercise of this Option shall reduce, by an equal number, the total number of Shares that 
may thereafter be purchased under this Option, but shall not affect the exercise of any other options granted by the Committee and held by the 
Optionee.  

4. Method of Payment . Payment of the Exercise Price shall be by any of the following:  

(a) cash or certified check; or  

(b) if authorized by the Committee, by delivery of other Shares having a Fair Market Value on the date of delivery equal to the 
aggregate Exercise Price of the Shares as to which this Option is being exercised; or  

(c) if authorized by the Committee, any combination of the above methods or any other method of payment as may be permitted 
under applicable law and the Plan.  



5. Restrictions on Exercise . This Option may not be exercised if the issuance of such Shares upon such exercise or the method of 
payment of consideration for such Shares would constitute a violation of any applicable federal or state securities or other law or regulation. As 
a condition to the exercise of this Option, the Committee may require the Optionee to make any representation and warranty to the Company as 
may be required by any applicable law or regulation.  

6. Termination of Status as an Employee, Consultant or Non-Employee Director . Except as provided in the Plan and in Sections 7 
and 8, if the Optionee ceases to be an Employee, Consultant or Non-Employee Director of the Company and its Subsidiaries, the Optionee may 
exercise this Option, but only until the earlier of the date (a) this Option expires or (b) three months after the date the Optionee ceases to be an 
Employee, Consultant or Non-Employee Director, to the extent that the Optionee was entitled to exercise it on the date the Optionee ceased to 
be an Employee, Consultant or Non-Employee Director, unless the Committee further extends such period in its sole discretion. To the extent 
that the Optionee was not entitled to exercise this Option on such date, or if the Optionee does not exercise it within the time specified herein, 
this Option shall terminate. The date the Optionee ceases to be an Employee, Consultant or Non-Employee Director shall be the date the 
Employee, Consultant or Non-Employee Director is provided a termination letter by the Corporation or, in the absence of any such letter, the 
Committee shall have the authority to determine the date of termination.  

7. Permanent and Total Disability of the Optionee . Notwithstanding the terms of Section 6, in the event the Optionee is unable to 
continue to perform Services for the Company or any of its Subsidiaries as a result of the Optionee’s Permanent and Total Disability (and, for 
ISOs, at the time such Permanent and Total Disability begins, the Optionee was an Employee and had been an Employee since the Date of 
Grant), this Option shall be immediately and fully vested and the Optionee may exercise this Option in whole or in part, but only until the 
earlier of the date (a) this Option expires or (b) 12 months from the date of termination of Services due to such Permanent and Total Disability. 
If the Optionee does not exercise this Option within the time specified herein, this Option shall terminate.  

8. Death of the Optionee . Upon the death of the Optionee, this Option shall terminate and be of no further effect; provided, however, 
notwithstanding the provisions of Section 6, in the event the Optionee’s death occurs during the term of this Option and, at the time of death, 
the Optionee was an Employee, Consultant or Non-Employee Director (and, for ISOs, at the time of death, the Optionee was an Employee and 
had been an Employee since the Date of Grant), this Option shall be immediately and fully vested and may be exercised in whole or in part, but 
only until the earlier of the date (a) this Option expires or (b) 12 months from the date of the Optionee’s death, by the Optionee’s estate or by a 
person who acquired the right to exercise this Option by bequest or inheritance. If this Option is not exercised within the time specified herein, 
this Option shall terminate.  

9. Transferability of Options . This Option may only be transferred as provided in this Section 9. This Option, to the extent it is not an 
ISO, may be transferred by the Optionee to, and exercised by, the Optionee’s family members, family trusts, family partnerships or any other 
similarly situated transferee approved by the Committee in its sole discretion. The vesting and exercisability of this Option shall continue to be 
based on the employment of the Optionee following the transfer of this Option as if the Optionee continued to hold this Option. In the event the 
Optionee is terminated, suffers a Permanent and Total Disability or dies, as provided in  



Sections 6, 7 and 8, respectively (and as provided in the Plan), this Option, when held by the transferee, will be subject to the same restrictions 
on vesting and exercise as if this Option were held by the Optionee. Notification and approval of all such transfers shall be in a form specified 
by the Committee. Any determination of the Committee with respect to any transfers of this Option or the vesting or exercise of this Option 
following transfer shall be final and binding on the Optionee and the transferee. ISOs may not be sold, pledged, assigned or transferred in any 
manner other than by will or by the laws of descent and distribution, and, during the life of the Optionee, this Option is exercisable only by the 
Optionee.  

10. [Intentionally Left Blank.]  

11. [Intentionally Left Blank.]  

12. Confidentiality and Non-Competition . By accepting this Option and as a condition to the exercise of this Option and the enjoyment 
of benefits of the Plan, the Optionee agrees:  

(a) Confidentiality . During the period that the Optionee provides Services (or the Optionee engages in any other activity with or 
for the Company or any of its Subsidiaries) and for a two-year period thereafter, the Optionee shall treat and safeguard as confidential and 
secret all Confidential Information (defined below) received by the Optionee at any time. Without the prior written consent of the Company, 
except as required by law, the Optionee will not disclose or reveal any Confidential Information to any third party whatsoever or use the same 
in any manner except in connection with the businesses of the Company and its Subsidiaries. In the event that the Optionee is requested or 
required (by oral questions, interrogatories, requests for information or documents, subpoena, civil investigative demand or other process) to 
disclose (i) any Confidential Information or (ii) any information relating to his or her opinion, judgment or recommendations concerning the 
Company or any of its Subsidiaries as developed from the Confidential Information, the Optionee will provide the Company with prompt 
written notice of any such request or requirement so that the Company may seek an appropriate protective order or waive compliance with the 
provisions contained herein. If, failing the entry of a protective order or the receipt of a waiver hereunder, the Optionee is, in the reasonable 
opinion of his or her counsel, compelled to disclose Confidential Information, the Optionee shall disclose only that Confidential Information 
and will exercise his or her best efforts to obtain assurances that confidential treatment will be accorded such Confidential Information.  

“ Confidential Information ” shall mean all knowledge and information pertaining to the business of the Company and its Subsidiaries obtained 
by the Optionee from any source whatsoever as a result of his or her Services to the Company and/or its Subsidiaries and which is not a matter 
of public knowledge, including, without limitation, any confidential records, documents, contracts, customer lists, writings, intellectual 
property, data or other information, whether or not the same is in written or other recorded form. Without limiting the generality of the 
foregoing, Confidential Information shall be deemed to include any information or knowledge which may now or hereafter be deemed a trade 
secret of the Company and/or its Subsidiaries or information which relates to the Company’s and/or its Subsidiaries’ personnel; present 
operations or future planning with respect to suppliers or customers; the contents of any Company or Subsidiary manual, practice or procedure; 
operating, revenue, expense or other statistics; private or public debt or equity financing or concerning any banking, accounting or financial 
matters; current or future advertising or promotion plans or programs; applications to or matters pending or under  



the jurisdiction of any regulatory agency or court, including those that are only threatened; any system, program, procedure or administrative 
operations, including those pertaining to any matter relative to computer or software operations of any type; the terms under which the 
Optionee received this Option and the terms of such Option; information of the type mentioned above or of any other type regarding affiliates 
of the Company and its Subsidiaries; present or future plans for the extension of the present business or the commencement of new business by 
the Company and/or its Subsidiaries.  

(b) Non-Competition . During the period that the Optionee provides Services to the Company or any of its Subsidiaries, and for a 
one-year period thereafter, the Optionee shall not, without prior written consent of the Committee, do, directly or indirectly, any of the 
following:  

(i) own, manage, control or participate in the ownership, management or control of, or be employed or engaged by or 
otherwise affiliated or associated with, any other corporation, partnership, proprietorship, firm, association or other business entity, or 
otherwise engage in any business, conduct or activity, which is in conflict or creates a conflict of interest with his or her duties as an Employee 
of the Company or which competes with the business of the Company or any of its Subsidiaries (as such business is conducted or then 
currently planned to be conducted during the term the Optionee provides Services to the Company or any of its Subsidiaries) in the 
geographical regions in which such business is conducted; provided, however, that the ownership of a maximum of one percent of the 
outstanding stock of any publicly traded corporation shall not violate this covenant; or  

(ii) for the benefit of the Optionee or any third party, employ, solicit for employment or assist in employing or soliciting for 
employment any present, former or future employee or officer of the Company or any of its Subsidiaries; or  

(iii) for the benefit of the Optionee or any third party, (A) make known to any person, firm, corporation or other entity the 
names and addresses of any of the customers of the Company or any other information pertaining to such persons or (B) call on, solicit or take 
away, or attempt to call on, solicit or take away, any of the customers of the Company with whom the Optionee became acquainted during his 
or her association with the Company.  

In the event any court of competent jurisdiction should determine that the foregoing covenant of non-competition and non-solicitation is not 
enforceable because of the extent of the scope of the limitation, geographical area or the duration thereof, then the Company or any of its 
Subsidiaries and the Optionee hereby petition such court to modify the foregoing covenant to the extent, but only to the extent, necessary to 
create a covenant which is enforceable in the opinion of such court, with the intention of the parties being that the Company or any of its 
Subsidiaries shall be afforded the maximum enforceable covenant of non-competition and non-solicitation which may be available under the 
circumstances and applicable law.  

If the Optionee has an employment or consulting agreement with the Company or any of its Subsidiaries, and such employment or 
consulting agreement contains restrictive covenants that conflict with the covenants set forth above or are more restrictive than the covenants 
set forth above, the covenants that are most restrictive and enforceable shall control.  



(c) Failure to Comply . The Optionee acknowledges that remedies at law for any breach by him or her of this Section 12 may be 
inadequate and that the damages resulting from any such breach are not readily susceptible to being measured in monetary terms. Accordingly, 
the Optionee acknowledges that upon his or her violation of any provision of this Section 12, the Company or any of its Subsidiaries will be 
entitled to immediate injunctive relief and may obtain an order restraining any threatened or future breach. The Optionee further agrees, subject 
to the proviso at the end of this sentence, that if he or she violates any provision of this Section 12, the Optionee shall immediately forfeit any 
rights and benefits under this Agreement and the Plan and shall return to the Company this Option to the extent unexercised; provided, 
however, that upon violation of this Section 12(b), the forfeiture and return provisions contained in this sentence shall apply only to this Option 
to the extent it has become exercisable during the one-year period immediately prior to the termination of the Optionee’s Services. Nothing in 
this Section 12 will be deemed to limit, in any way, the remedies at law or in equity of the Company for a breach by the Optionee of any of the 
provisions of this Section 12.  

(d) Notice . The Optionee agrees to provide written notice of the provisions of this Section 12 to any future employer of the 
Optionee, and the Company expressly reserves the right to provide such notice to the Optionee’s future employer(s).  

(e) Severability . If any provision or part of any provision of this Section 12 is held for any reason to be unenforceable, (i) the 
remainder of this Section 12 shall nevertheless remain in full force and effect and (ii) such provision or part shall be deemed to be amended in 
such manner as to render such provision enforceable.  

13. Term of Option . This Option may not be exercised after the expiration date, which date is set forth on the first page of this Option.  

14. Subject to Plan . This Option is subject to, and qualified by, all of the terms and conditions of the Plan, and specifically to the powers 
of the Committee and the Board of Directors to make interpretations of the Plan and of Options granted thereunder and of the Committee and 
the Board of Directors to alter, amend, suspend or discontinue the Plan subject to the limitations expressed in the Plan. By acceptance of this 
Option, the Optionee acknowledges receipt of a copy of the Plan, represents that he or she has read the terms and provisions of the Plan and 
accepts this Option subject to all of the terms and provisions thereof and recognizes and agrees that all determinations, interpretations or other 
actions respecting the Plan may be made by the Committee and/or the Board of Directors, and that such determinations, interpretations or other 
actions are final, conclusive and binding upon all interested parties, including the Optionee. In the event of a conflict between this Option and 
the Plan, the Plan shall control.  

15. Governing Law . This Agreement shall be governed by and construed in accordance with the laws of the State of Delaware, 
without regard to conflicts of laws principles, and in the case of ISOs, Section 422 of the Code and the regulations issued thereunder.  

16. Survival . The provisions of Sections 9, 12, 15, 16, 17, 25, 26 and 27 shall survive the exercise of this Option or the termination of 
this Option for any reason.  

17. Public Offering . Optionee acknowledges that, in the event of any public offering of the Stock or other securities of the Company, it 
may be necessary for the Company to restrict  



for a period of time (during or following the offering process) the transfer of Shares received under this Option. As requested by the Company, 
Optionee agrees not to effect any sale, transfer, pledge or other disposal of the Shares received hereby during such time and agrees to execute 
any “lock-up letter” or similar agreement requested by the Company or its underwriters.  

18. No Employment Rights . No provision of this Option or the Plan shall be construed to give the Optionee any right to remain an 
Employee, Consultant or Non-Employee Director of, or provide Services to, the Company or any of its Subsidiaries or to affect the right of the 
Company or any of its Subsidiaries to terminate the Optionee’s Services at any time, with or without cause.  

19. Entire Agreement . The Plan and this Agreement constitute the entire agreement between the parties and supersede any prior 
understandings, agreements or representations by or between the parties, written or oral, to the extent they related in any way to the subject 
matter thereof or hereof.  

20. Amendment . No amendment of any provision of this Agreement shall be valid unless the same shall be in writing and signed by the 
Company and the Optionee.  

21. Counterparts . This Agreement may be executed in one or more counterparts, each of which shall be deemed an original but all of 
which together shall constitute one and the same instrument.  

22. Notices . All notices and other communications hereunder shall be in writing. Any notice or other communication hereunder shall be 
deemed duly given on the date of personal delivery or two business days after it is sent by registered or certified mail, return receipt requested, 
postage prepaid, and addressed to the Company at its executive offices and to the Optionee as the Optionee’s name and address appear in the 
books of the Company.  

23. Headings . The section headings contained in this Agreement are inserted for convenience only and shall not affect in any way the 
meaning or interpretation of this Agreement.  

24. Legends . In the event the Shares issuable pursuant to this Option have not been registered, they may not be sold, pledged, 
hypothecated or otherwise transferred unless they are registered under the Securities Act of 1933, as amended, and applicable state securities 
laws or an exemption from such registration is available. A legend will be placed on any certificate evidencing such Shares in substantially the 
following form:  

THE SECURITIES REPRESENTED BY THIS CERTIFICATE HAVE  NOT BEEN REGISTERED UNDER THE 
SECURITIES ACT OF 1933, AS AMENDED, OR THE STATE SECURITIES LAWS OF ANY STATE. WITHOUT SUCH 
REGISTRATION, SUCH SECURITIES MAY NOT BE SOLD, PLED GED, HYPOTHECATED OR OTHERWISE 
TRANSFERRED AT ANY TIME WHATSOEVER, EXCEPT UPON DEL IVERY TO THE COMPANY OF AN OPINION OF 
COUNSEL SATISFACTORY TO THE COMPANY THAT REGISTRATI ON IS NOT REQUIRED FOR SUCH TRANSFER 
AND/OR THE SUBMISSION TO THE COMPANY OF SUCH OTHER EVIDENCE AS MAY BE  



SATISFACTORY TO THE COMPANY TO THE EFFECT THAT ANY SUCH TRANSFER WILL NOT BE IN VIOLATION 
OF THE SECURITIES ACT OF 1933, AS AMENDED, AND/OR APPLICABLE STATE SECURITIES LAWS AND/OR ANY 
RULE OR REGULATION PROMULGATED THEREUNDER.  

25. Early Disposition of Stock Subject to ISO . The Optionee understands that if any Shares received under this Option are disposed of 
within two years after the date of this Agreement or within one year after such Shares were transferred to the Optionee, then the Optionee will 
be treated for federal income tax purposes as having received ordinary income at the time of such disposition in an amount equal to the excess 
of the Fair Market Value of the Shares at the time such Shares were delivered to the Optionee less the price paid for the Shares. The Optionee 
hereby agrees to notify the Committee in writing within ten days after the date of any such disposition and immediately deliver to the Company 
any amount of federal income tax withholding or other tax required by law. The Optionee understands that if the Optionee disposes of such 
Shares at any time after the expiration of such two-year and one-year holding periods, any gain on such sale will be taxed at capital gain rates.  

26. Qualification as an ISO . The Optionee understands that, subject to the terms of Section 1, this Option is intended to qualify as an 
“incentive stock option” within the meaning of Section 422(b) of the Code. The Optionee understands, further, that the Exercise Price for the 
Shares subject to this Option has been set by the Committee at a price that the Committee has determined to be not less than 100% (or, if the 
Optionee owned at the time of grant more than 10% of the voting securities of the Company or its Subsidiaries, 110%) of the Fair Market 
Value of the Shares on the Date of Grant. The Company believes that the methodology by which the Committee valued the Shares at such time 
represented a good faith attempt, as defined in the Code, at reaching an accurate appraisal of the Fair Market Value of the Shares. The Optionee 
understands and acknowledges, however, that the Company shall not be responsible for any additional tax liability incurred by the Optionee in 
the event that the Internal Revenue Service determines that this Option does not qualify as an incentive stock option, for any reason, including, 
without limitation, a determination that the Committee’s valuation did not represent a good faith attempt to value the Shares.  

27. Special Limitation on ISOs . The aggregate Fair Market Value (determined on the Date of Grant) of the Shares with respect to which 
ISOs are exercisable for the first time by an individual during any calendar year under this Agreement, and under all other plans maintained by 
the Optionee’s employer entity and its parent and Subsidiary entities, shall not exceed $100,000. If the aggregate Fair Market Value 
(determined on the Date of Grant) of the Shares subject to the ISO that first become exercisable in any calendar year and during this period 
exceeds the limitation of this Section 27, so much of this Option that does not exceed the dollar limit shall be an ISO and the remainder shall be 
a Nonstatutory Option, but in all other aspects this Agreement shall remain in full force and effect.  



EXHIBIT A  

EXERCISE OF STOCK OPTION  
   

   

Pursuant to the terms and provisions of the Stock Option Agreement for Incentive Stock Options, dated              (the “ Agreement ”), 
executed by me and a duly authorized officer of Audium Corporation (the “ Company ”) in connection with the Audium Corporation 2000 
Stock Option and Restricted Stock Plan (the “ Plan ”), I hereby give notice that I elect to exercise today the option (the “ Option ”) evidenced 
by the Agreement with respect to              shares of the common stock of the Company (the “ Option Shares ”). Accordingly, I hereby agree to 
purchase such Option Shares at the price and terms established under the Agreement and the Plan.  

I understand that both this Option and any Option Shares purchased upon its exercise are securities, the issuance of which by the 
Company requires compliance with state and federal securities laws.  

With respect to any Option Shares covered by an “incentive stock option” (as defined in Section 422(b) of the Internal Revenue Code of 
1986, as amended), I understand that if I sell such Option Shares within one year of this exercise or within two years from the Date of Grant, as 
defined in the Agreement, I may experience certain adverse federal income tax consequences. I agree to notify the Company in writing within 
ten days after the date of any such disposition and to immediately deliver to the Company any amount of federal income tax withholding 
required by law. Additionally, I understand that such Option Shares may not be used in a “swap transaction” to obtain additional Option Shares 
without incurring taxable income, unless such Option Shares used in the swap transaction have been held by me for two years from the date of 
the grant and one year from the date of the exercise.  

I understand the Company shall not be under any obligation to issue any Option Shares upon the exercise of this Option unless and until 
the Company has determined that (a) it has taken all actions required to register the Option Shares under the Securities Act of 1933, as 
amended, or to perfect an exemption from the registration requirements thereof, including, but not limited to, any investment representation, 
and (b) all other applicable provisions of state and federal law have been satisfied.  

I acknowledge that the provisions of Sections 9, 12, 15, 16, 17, 25, 26 and 27 of the Agreement shall survive this exercise of the Option 
or the termination of the Option for any reason.  

I hereby warrant that I am entitled under the Agreement and the Plan to purchase under this Option the number of Option Shares which I 
have agreed to purchase herein.  
   

TO:     Stock Option and Compensation Committee of Audium Corporation 

FROM:    __________________________________, Optionee 

RE:     Audium Corporation 2000 Stock Option and Restricted Stock Plan 

DATE:    ______________________ 

Sincerely, 

__________________________________________ 

______________, Optionee 



EXHIBIT B  

VESTING SCHEDULE  
   

   

   
   

NAME OF OPTIONEE:     __________________________________________ 

DATE OF GRANT:    __________________________________________ 

ANNIVERSARY DATE:    __________________________________________ 

NUMBER OF OPTION SHARES:    __________________________________________ 

DATE     CUMULATIVE NUMBER OF VESTED SHARES  



AUDIUM CORPORATION  

STOCK OPTION AGREEMENT FOR INCENTIVE STOCK OPTIONS  

2000 Stock Option and Restricted Stock Plan  

Name of Optionee: ____________________  

Date of Grant: _________________  

Number of Option Shares: __________________  

Vest (Exercise) Date: See Exhibit B  

Exercise Price: Company Cash Amount per Share, as defined in the Agreement and Plan of Merger (the “ Merger Agreement ”), dated June 8, 
2006 by and among Cisco Systems, Inc. (“ Acquiror ”), Argon Acquisition Corp., a wholly-owned subsidiary of Acquiror, and Audium 
Corporation.  

Expiration Date: The ten year anniversary of the Date of Grant  

Vesting Schedule: Subject to the restrictions and conditions in the Plan and this Agreement, 1/24 th of the Shares covered by this Option shall 
vest on the 30th of the month in which the Effective Time (as defined in the Merger Agreement) occurs and on the last business day of each 
month in the following 23 months such that all of the shares will be fully vested at the second anniversary of the Effective Time. The chart 
attached hereto as Exhibit B outlines the vesting schedule for the Optionee.  
   

The Optionee acknowledges receipt of a copy of the Plan, a copy of which is annexed hereto, and represents that he or she is familiar with 
the terms and provisions thereof, and hereby accepts this Option subject to all of the terms and provisions thereof. The Optionee has reviewed 
the Plan, this Option and the Exercise of Stock Option in their entirety and fully understands all provisions of this Option and the Exercise of 
Stock Option. The Optionee hereby agrees to accept as binding, conclusive and final all decisions or interpretations of the Committee and/or 
Board of Directors upon any questions arising under the Plan.  
   

AUDIUM CORPORATION  

By:       
Name:   Michael Bergelson 
Title:    President & CEO 

Dated:   ______________________________     _________________________________________________________ 

      _________________________________________,   Optionee                 



Until and unless an adjustment is made under Section 9(a) of the Plan, Audium Corporation, a Delaware corporation (the “ Company ”), 
hereby grants to the person whose name is written on the first page hereof (the “ Optionee ”) an option to purchase the total number of Shares 
stated on the first page hereof of the Company’s common stock, par value $.01 per share, at the price determined as provided herein, and in all 
respects subject to the terms and provisions of the 2000 Stock Option and Restricted Stock Plan (the “ Plan ”) adopted by the Company, which 
Plan is incorporated herein by reference. Terms that are not defined herein but that are defined in the Plan shall have the same meanings as in 
the Plan when used herein.  

1. Nature of the Option . This Option is intended to qualify as an “incentive stock option” as defined in Section 422(b) of the Code (“ 
ISO ”) to the extent that the aggregate Fair Market Value (determined as of the Date of Grant) of Shares that are exercisable for the first time 
by the Optionee during any calendar year does not exceed $100,000. The remaining Shares covered by this Option, if any, shall be deemed to 
be a Nonstatutory Option.  

2. Exercise Price . The exercise price for each Share is set forth on the first page hereof (the “ Exercise Price ”).  

3. Exercise of Option . This Option shall be exercisable during its term in accordance with the following terms:  

(a) Right to Exercise .  

(i) Subject to the restrictions and conditions in the Plan and this Stock Option Agreement (this “ Agreement ”), including 
Sections 6, 7, 8 and 13 hereof, this Option may be exercised in whole or in part but only as to the number of Shares and within the time 
intervals set forth in the vesting schedule on the first page hereof and at such times and under such conditions as shall be determined by the 
Committee, including, without limitation, performance criteria with respect to the Company and/or its Subsidiaries and/or the Optionee.  

(ii) Notwithstanding Section 3(a)(i):  

(A) In the event of the proposed dissolution or liquidation of the Company, this Option shall terminate as of a date to 
be fixed by the Committee, provided that no less than 20 days written notice of the date so fixed shall be given to the Optionee and the 
Optionee shall have the right during such period to exercise his or her Options as to all or any part of the Shares covered hereby.  

(B) Notwithstanding any provision to the contrary in the Plan, there shall be no automatic acceleration of vesting of 
any Shares covered by this Option upon the occurrence of a Change in Control (as defined in the Plan). However, the Committee shall have the 
power and right, in its sole discretion, to accelerate the exercisability of this Option, notwithstanding any limitations in this Agreement or the 
Plan, in the event of a Change in Control, other business combination or dissolution or liquidation of the Company.  

(iii) This Option may not be exercised for a fraction of a share.  



(iv) This Option shall be void if the Effective Time does not occur by September 30, 2006.  

(b) Method of Exercise .  

(i) This Option shall be exercisable from time to time by delivering an Exercise of Stock Option to the Committee in 
substantially the form of Exhibit A (the “ Notice of Exercise ”). The Notice of Exercise shall state the number of Shares in respect of which this 
Option is being exercised and shall contain or be accompanied by such other representations and agreements as to the Optionee’s investment 
intent with respect to such Shares as may be required by the Company pursuant to the provisions of the Plan. Such Notice of Exercise shall be 
signed by the Optionee and shall be delivered in person or by certified mail to the Committee. The Notice of Exercise shall be accompanied by 
payment of the Exercise Price.  

(ii) No Shares will be issued pursuant to the exercise of this Option unless such issuance and such exercise shall comply with 
this Agreement, the Plan and all relevant provisions of law.  

(iii) The Company may refrain from delivering or transferring Shares issued hereunder and under the Plan until the 
Committee has determined that the Optionee has tendered to the Company any federal, state or local tax owed by the Optionee as a result of 
receipt of this Option, the vesting of this Option, the exercise of this Option or the disposition of any Share in the event that the Company has a 
legal liability to satisfy such tax.  

(iv) Within a reasonable time or such time as may be permitted by law after the Company receives notice of exercise and full 
payment for the Shares, the Company shall issue and deliver a certificate representing the Shares acquired as a result of the exercise. The 
Optionee shall have no rights as a stockholder with respect to any Shares covered by this Option until a certificate representing such Shares is 
issued to him or her. Once a certificate is issued, the Shares shall be considered fully paid and nonassessable. No adjustment will be made for a 
dividend or other right for which the record date is prior to the date on which the stock certificate is issued, except as provided in Section 3(a)
(ii) hereof or Section 9(a) of the Plan.  

(v) The Company shall not be liable to any person or entity for damages due to any delay in the delivery or issuance of any 
stock certificate for any reason whatsoever.  

(c) Number of Shares Exercisable . Each exercise of this Option shall reduce, by an equal number, the total number of Shares that 
may thereafter be purchased under this Option, but shall not affect the exercise of any other options granted by the Committee and held by the 
Optionee.  

4. Method of Payment . Payment of the Exercise Price shall be by any of the following:  

(a) cash or certified check; or  



(b) if authorized by the Committee, by delivery of other Shares having a Fair Market Value on the date of delivery equal to the 
aggregate Exercise Price of the Shares as to which this Option is being exercised; or  

(c) if authorized by the Committee, any combination of the above methods or any other method of payment as may be permitted 
under applicable law and the Plan.  

5. Restrictions on Exercise . This Option may not be exercised if the issuance of such Shares upon such exercise or the method of 
payment of consideration for such Shares would constitute a violation of any applicable federal or state securities or other law or regulation. As 
a condition to the exercise of this Option, the Committee may require the Optionee to make any representation and warranty to the Company as 
may be required by any applicable law or regulation.  

6. Termination of Status as an Employee, Consultant or Non-Employee Director . Except as provided in the Plan and in Sections 7 
and 8, if the Optionee ceases to be an Employee, Consultant or Non-Employee Director of the Company and its Subsidiaries, the Optionee may 
exercise this Option, but only until the earlier of the date (a) this Option expires or (b) three months after the date the Optionee ceases to be an 
Employee, Consultant or Non-Employee Director, to the extent that the Optionee was entitled to exercise it on the date the Optionee ceased to 
be an Employee, Consultant or Non-Employee Director, unless the Committee further extends such period in its sole discretion. To the extent 
that the Optionee was not entitled to exercise this Option on such date, or if the Optionee does not exercise it within the time specified herein, 
this Option shall terminate. The date the Optionee ceases to be an Employee, Consultant or Non-Employee Director shall be the date the 
Employee, Consultant or Non-Employee Director is provided a termination letter by the Corporation or, in the absence of any such letter, the 
Committee shall have the authority to determine the date of termination.  

7. Permanent and Total Disability of the Optionee . Notwithstanding the terms of Section 6, in the event the Optionee is unable to 
continue to perform Services for the Company or any of its Subsidiaries as a result of the Optionee’s Permanent and Total Disability (and, for 
ISOs, at the time such Permanent and Total Disability begins, the Optionee was an Employee and had been an Employee since the Date of 
Grant), this Option shall be immediately and fully vested and the Optionee may exercise this Option in whole or in part, but only until the 
earlier of the date (a) this Option expires or (b) 12 months from the date of termination of Services due to such Permanent and Total Disability. 
If the Optionee does not exercise this Option within the time specified herein, this Option shall terminate.  

8. Death of the Optionee . Upon the death of the Optionee, this Option shall terminate and be of no further effect; provided, however, 
notwithstanding the provisions of Section 6, in the event the Optionee’s death occurs during the term of this Option and, at the time of death, 
the Optionee was an Employee, Consultant or Non-Employee Director (and, for ISOs, at the time of death, the Optionee was an Employee and 
had been an Employee since the Date of Grant), this Option shall be immediately and fully vested and may be exercised in whole or in part, but 
only until the earlier of the date (a) this Option expires or (b) 12 months from the date  



of the Optionee’s death, by the Optionee’s estate or by a person who acquired the right to exercise this Option by bequest or inheritance. If this 
Option is not exercised within the time specified herein, this Option shall terminate.  

9. Transferability of Options . This Option may only be transferred as provided in this Section 9. This Option, to the extent it is not an 
ISO, may be transferred by the Optionee to, and exercised by, the Optionee’s family members, family trusts, family partnerships or any other 
similarly situated transferee approved by the Committee in its sole discretion. The vesting and exercisability of this Option shall continue to be 
based on the employment of the Optionee following the transfer of this Option as if the Optionee continued to hold this Option. In the event the 
Optionee is terminated, suffers a Permanent and Total Disability or dies, as provided in Sections 6, 7 and 8, respectively (and as provided in the 
Plan), this Option, when held by the transferee, will be subject to the same restrictions on vesting and exercise as if this Option were held by 
the Optionee. Notification and approval of all such transfers shall be in a form specified by the Committee. Any determination of the 
Committee with respect to any transfers of this Option or the vesting or exercise of this Option following transfer shall be final and binding on 
the Optionee and the transferee. ISOs may not be sold, pledged, assigned or transferred in any manner other than by will or by the laws of 
descent and distribution, and, during the life of the Optionee, this Option is exercisable only by the Optionee.  

10. [Intentionally Left Blank.]  

11. [Intentionally Left Blank.]  

12. Confidentiality and Non-Competition . By accepting this Option and as a condition to the exercise of this Option and the enjoyment 
of benefits of the Plan, the Optionee agrees:  

(a) Confidentiality . During the period that the Optionee provides Services (or the Optionee engages in any other activity with or 
for the Company or any of its Subsidiaries) and for a two-year period thereafter, the Optionee shall treat and safeguard as confidential and 
secret all Confidential Information (defined below) received by the Optionee at any time. Without the prior written consent of the Company, 
except as required by law, the Optionee will not disclose or reveal any Confidential Information to any third party whatsoever or use the same 
in any manner except in connection with the businesses of the Company and its Subsidiaries. In the event that the Optionee is requested or 
required (by oral questions, interrogatories, requests for information or documents, subpoena, civil investigative demand or other process) to 
disclose (i) any Confidential Information or (ii) any information relating to his or her opinion, judgment or recommendations concerning the 
Company or any of its Subsidiaries as developed from the Confidential Information, the Optionee will provide the Company with prompt 
written notice of any such request or requirement so that the Company may seek an appropriate protective order or waive compliance with the 
provisions contained herein. If, failing the entry of a protective order or the receipt of a waiver hereunder, the Optionee is, in the reasonable 
opinion of his or her counsel, compelled to disclose Confidential Information, the Optionee shall disclose only that Confidential Information 
and will exercise his or her best efforts to obtain assurances that confidential treatment will be accorded such Confidential Information.  



“ Confidential Information ” shall mean all knowledge and information pertaining to the business of the Company and its Subsidiaries obtained 
by the Optionee from any source whatsoever as a result of his or her Services to the Company and/or its Subsidiaries and which is not a matter 
of public knowledge, including, without limitation, any confidential records, documents, contracts, customer lists, writings, intellectual 
property, data or other information, whether or not the same is in written or other recorded form. Without limiting the generality of the 
foregoing, Confidential Information shall be deemed to include any information or knowledge which may now or hereafter be deemed a trade 
secret of the Company and/or its Subsidiaries or information which relates to the Company’s and/or its Subsidiaries’ personnel; present 
operations or future planning with respect to suppliers or customers; the contents of any Company or Subsidiary manual, practice or procedure; 
operating, revenue, expense or other statistics; private or public debt or equity financing or concerning any banking, accounting or financial 
matters; current or future advertising or promotion plans or programs; applications to or matters pending or under the jurisdiction of any 
regulatory agency or court, including those that are only threatened; any system, program, procedure or administrative operations, including 
those pertaining to any matter relative to computer or software operations of any type; the terms under which the Optionee received this Option 
and the terms of such Option; information of the type mentioned above or of any other type regarding affiliates of the Company and its 
Subsidiaries; present or future plans for the extension of the present business or the commencement of new business by the Company and/or its 
Subsidiaries.  

(b) Non-Competition . During the period that the Optionee provides Services to the Company or any of its Subsidiaries, and for a 
one-year period thereafter, the Optionee shall not, without prior written consent of the Committee, do, directly or indirectly, any of the 
following:  

(i) own, manage, control or participate in the ownership, management or control of, or be employed or engaged by or 
otherwise affiliated or associated with, any other corporation, partnership, proprietorship, firm, association or other business entity, or 
otherwise engage in any business, conduct or activity, which is in conflict or creates a conflict of interest with his or her duties as an Employee 
of the Company or which competes with the business of the Company or any of its Subsidiaries (as such business is conducted or then 
currently planned to be conducted during the term the Optionee provides Services to the Company or any of its Subsidiaries) in the 
geographical regions in which such business is conducted; provided, however, that the ownership of a maximum of one percent of the 
outstanding stock of any publicly traded corporation shall not violate this covenant; or  

(ii) for the benefit of the Optionee or any third party, employ, solicit for employment or assist in employing or soliciting for 
employment any present, former or future employee or officer of the Company or any of its Subsidiaries; or  

(iii) for the benefit of the Optionee or any third party, (A) make known to any person, firm, corporation or other entity the 
names and addresses of any of the customers of the Company or any other information pertaining to such persons or (B) call on, solicit or take 
away, or attempt to call on, solicit or take away, any of the customers of the Company with whom the Optionee became acquainted during his 
or her association with the Company.  



In the event any court of competent jurisdiction should determine that the foregoing covenant of non-competition and non-solicitation is not 
enforceable because of the extent of the scope of the limitation, geographical area or the duration thereof, then the Company or any of its 
Subsidiaries and the Optionee hereby petition such court to modify the foregoing covenant to the extent, but only to the extent, necessary to 
create a covenant which is enforceable in the opinion of such court, with the intention of the parties being that the Company or any of its 
Subsidiaries shall be afforded the maximum enforceable covenant of non-competition and non-solicitation which may be available under the 
circumstances and applicable law.  

If the Optionee has an employment or consulting agreement with the Company or any of its Subsidiaries, and such employment or 
consulting agreement contains restrictive covenants that conflict with the covenants set forth above or are more restrictive than the covenants 
set forth above, the covenants that are most restrictive and enforceable shall control.  

(c) Failure to Comply . The Optionee acknowledges that remedies at law for any breach by him or her of this Section 12 may be 
inadequate and that the damages resulting from any such breach are not readily susceptible to being measured in monetary terms. Accordingly, 
the Optionee acknowledges that upon his or her violation of any provision of this Section 12, the Company or any of its Subsidiaries will be 
entitled to immediate injunctive relief and may obtain an order restraining any threatened or future breach. The Optionee further agrees, subject 
to the proviso at the end of this sentence, that if he or she violates any provision of this Section 12, the Optionee shall immediately forfeit any 
rights and benefits under this Agreement and the Plan and shall return to the Company this Option to the extent unexercised; provided, 
however, that upon violation of this Section 12(b), the forfeiture and return provisions contained in this sentence shall apply only to this Option 
to the extent it has become exercisable during the one-year period immediately prior to the termination of the Optionee’s Services. Nothing in 
this Section 12 will be deemed to limit, in any way, the remedies at law or in equity of the Company for a breach by the Optionee of any of the 
provisions of this Section 12.  

(d) Notice . The Optionee agrees to provide written notice of the provisions of this Section 12 to any future employer of the 
Optionee, and the Company expressly reserves the right to provide such notice to the Optionee’s future employer(s).  

(e) Severability . If any provision or part of any provision of this Section 12 is held for any reason to be unenforceable, (i) the 
remainder of this Section 12 shall nevertheless remain in full force and effect and (ii) such provision or part shall be deemed to be amended in 
such manner as to render such provision enforceable.  

13. Term of Option . This Option may not be exercised after the expiration date, which date is set forth on the first page of this Option.  

14. Subject to Plan . This Option is subject to, and qualified by, all of the terms and conditions of the Plan, and specifically to the powers 
of the Committee and the Board of  



Directors to make interpretations of the Plan and of Options granted thereunder and of the Committee and the Board of Directors to alter, 
amend, suspend or discontinue the Plan subject to the limitations expressed in the Plan. By acceptance of this Option, the Optionee 
acknowledges receipt of a copy of the Plan, represents that he or she has read the terms and provisions of the Plan and accepts this Option 
subject to all of the terms and provisions thereof and recognizes and agrees that all determinations, interpretations or other actions respecting 
the Plan may be made by the Committee and/or the Board of Directors, and that such determinations, interpretations or other actions are final, 
conclusive and binding upon all interested parties, including the Optionee. In the event of a conflict between this Option and the Plan, the Plan 
shall control.  

15. Governing Law . This Agreement shall be governed by and construed in accordance with the laws of the State of Delaware, 
without regard to conflicts of laws principles, and in the case of ISOs, Section 422 of the Code and the regulations issued thereunder.  

16. Survival . The provisions of Sections 9, 12, 15, 16, 17, 25, 26 and 27 shall survive the exercise of this Option or the termination of 
this Option for any reason.  

17. Public Offering . Optionee acknowledges that, in the event of any public offering of the Stock or other securities of the Company, it 
may be necessary for the Company to restrict for a period of time (during or following the offering process) the transfer of Shares received 
under this Option. As requested by the Company, Optionee agrees not to effect any sale, transfer, pledge or other disposal of the Shares 
received hereby during such time and agrees to execute any “lock-up letter” or similar agreement requested by the Company or its 
underwriters.  

18. No Employment Rights . No provision of this Option or the Plan shall be construed to give the Optionee any right to remain an 
Employee, Consultant or Non-Employee Director of, or provide Services to, the Company or any of its Subsidiaries or to affect the right of the 
Company or any of its Subsidiaries to terminate the Optionee’s Services at any time, with or without cause.  

19. Entire Agreement . The Plan and this Agreement constitute the entire agreement between the parties and supersede any prior 
understandings, agreements or representations by or between the parties, written or oral, to the extent they related in any way to the subject 
matter thereof or hereof.  

20. Amendment . No amendment of any provision of this Agreement shall be valid unless the same shall be in writing and signed by the 
Company and the Optionee.  

21. Counterparts . This Agreement may be executed in one or more counterparts, each of which shall be deemed an original but all of 
which together shall constitute one and the same instrument.  

22. Notices . All notices and other communications hereunder shall be in writing. Any notice or other communication hereunder shall be 
deemed duly given on the date of personal delivery or two business days after it is sent by registered or certified mail, return  
receipt requested, postage prepaid, and addressed to the Company at its executive offices and to the Optionee as the Optionee’s name and 
address appear in the books of the Company.  



23. Headings . The section headings contained in this Agreement are inserted for convenience only and shall not affect in any way the 
meaning or interpretation of this Agreement.  

24. Legends . In the event the Shares issuable pursuant to this Option have not been registered, they may not be sold, pledged, 
hypothecated or otherwise transferred unless they are registered under the Securities Act of 1933, as amended, and applicable state securities 
laws or an exemption from such registration is available. A legend will be placed on any certificate evidencing such Shares in substantially the 
following form:  

THE SECURITIES REPRESENTED BY THIS CERTIFICATE HAVE  NOT BEEN REGISTERED UNDER THE 
SECURITIES ACT OF 1933, AS AMENDED, OR THE STATE SECURITIES LAWS OF ANY STATE. WITHOUT SUCH 
REGISTRATION, SUCH SECURITIES MAY NOT BE SOLD, PLED GED, HYPOTHECATED OR OTHERWISE 
TRANSFERRED AT ANY TIME WHATSOEVER, EXCEPT UPON DEL IVERY TO THE COMPANY OF AN OPINION OF 
COUNSEL SATISFACTORY TO THE COMPANY THAT REGISTRATI ON IS NOT REQUIRED FOR SUCH TRANSFER 
AND/OR THE SUBMISSION TO THE COMPANY OF SUCH OTHER EVIDENCE AS MAY BE SATISFACTORY TO THE 
COMPANY TO THE EFFECT THAT ANY SUCH TRANSFER WILL N OT BE IN VIOLATION OF THE SECURITIES ACT 
OF 1933, AS AMENDED, AND/OR APPLICABLE STATE SECURITIES LAWS AND/OR ANY RULE OR REGULATION 
PROMULGATED THEREUNDER.  

25. Early Disposition of Stock Subject to ISO . The Optionee understands that if any Shares received under this Option are disposed of 
within two years after the date of this Agreement or within one year after such Shares were transferred to the Optionee, then the Optionee will 
be treated for federal income tax purposes as having received ordinary income at the time of such disposition in an amount equal to the excess 
of the Fair Market Value of the Shares at the time such Shares were delivered to the Optionee less the price paid for the Shares. The Optionee 
hereby agrees to notify the Committee in writing within ten days after the date of any such disposition and immediately deliver to the Company 
any amount of federal income tax withholding or other tax required by law. The Optionee understands that if the Optionee disposes of such 
Shares at any time after the expiration of such two-year and one-year holding periods, any gain on such sale will be taxed at capital gain rates.  

26. Qualification as an ISO . The Optionee understands that, subject to the terms of Section 1, this Option is intended to qualify as an 
“incentive stock option” within the meaning of Section 422(b) of the Code. The Optionee understands, further, that the Exercise Price for the 
Shares subject to this Option has been set by the Committee at a price that the Committee has determined to be not less than 100% (or, if the 
Optionee owned at the time of grant more than  



10% of the voting securities of the Company or its Subsidiaries, 110%) of the Fair Market Value of the Shares on the Date of Grant. The 
Company believes that the methodology by which the Committee valued the Shares at such time represented a good faith attempt, as defined in 
the Code, at reaching an accurate appraisal of the Fair Market Value of the Shares. The Optionee understands and acknowledges, however, that 
the Company shall not be responsible for any additional tax liability incurred by the Optionee in the event that the Internal Revenue Service 
determines that this Option does not qualify as an incentive stock option, for any reason, including, without limitation, a determination that the 
Committee’s valuation did not represent a good faith attempt to value the Shares.  

27. Special Limitation on ISOs . The aggregate Fair Market Value (determined on the Date of Grant) of the Shares with respect to which 
ISOs are exercisable for the first time by an individual during any calendar year under this Agreement, and under all other plans maintained by 
the Optionee’s employer entity and its parent and Subsidiary entities, shall not exceed $100,000. If the aggregate Fair Market Value 
(determined on the Date of Grant) of the Shares subject to the ISO that first become exercisable in any calendar year and during this period 
exceeds the limitation of this Section 27, so much of this Option that does not exceed the dollar limit shall be an ISO and the remainder shall be 
a Nonstatutory Option, but in all other aspects this Agreement shall remain in full force and effect.  



EXHIBIT A  

EXERCISE OF STOCK OPTION  
   

   

Pursuant to the terms and provisions of the Stock Option Agreement for Incentive Stock Options, dated              (the “ Agreement ”), 
executed by me and a duly authorized officer of Audium Corporation (the “ Company ”) in connection with the Audium Corporation 2000 
Stock Option and Restricted Stock Plan (the “ Plan ”), I hereby give notice that I elect to exercise today the option (the “ Option ”) evidenced 
by the Agreement with respect to              shares of the common stock of the Company (the “ Option Shares ”). Accordingly, I hereby agree to 
purchase such Option Shares at the price and terms established under the Agreement and the Plan.  

I understand that both this Option and any Option Shares purchased upon its exercise are securities, the issuance of which by the 
Company requires compliance with state and federal securities laws.  

With respect to any Option Shares covered by an “incentive stock option” (as defined in Section 422(b) of the Internal Revenue Code of 
1986, as amended), I understand that if I sell such Option Shares within one year of this exercise or within two years from the Date of Grant, as 
defined in the Agreement, I may experience certain adverse federal income tax consequences. I agree to notify the Company in writing within 
ten days after the date of any such disposition and to immediately deliver to the Company any amount of federal income tax withholding 
required by law. Additionally, I understand that such Option Shares may not be used in a “swap transaction” to obtain additional Option Shares 
without incurring taxable income, unless such Option Shares used in the swap transaction have been held by me for two years from the date of 
the grant and one year from the date of the exercise.  

I understand the Company shall not be under any obligation to issue any Option Shares upon the exercise of this Option unless and until 
the Company has determined that (a) it has taken all actions required to register the Option Shares under the Securities Act of 1933, as 
amended, or to perfect an exemption from the registration requirements thereof, including, but not limited to, any investment representation, 
and (b) all other applicable provisions of state and federal law have been satisfied.  

I acknowledge that the provisions of Sections 9, 12, 15, 16, 17, 25, 26 and 27 of the Agreement shall survive this exercise of the Option 
or the termination of the Option for any reason.  

I hereby warrant that I am entitled under the Agreement and the Plan to purchase under this Option the number of Option Shares which I 
have agreed to purchase herein.  
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TO:     Stock Option and Compensation Committee of Audium Corporation 

FROM:    __________________________________, Optionee 

RE:     Audium Corporation 2000 Stock Option and Restricted Stock Plan 

DATE:    ______________________ 

Sincerely, 

__________________________________________ 

______________, Optionee 



EXHIBIT B  

VESTING SCHEDULE  
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NAME OF OPTIONEE:    __________________________________________ 

DATE OF GRANT:    __________________________________________ 

ANNIVERSARY DATE:    __________________________________________ 

NUMBER OF OPTION SHARES:    __________________________________________ 

DATE     CUMULATIVE NUMBER OF VESTED SHARES  



PHONE2NETWORKS, INC.  

STOCK OPTION AGREEMENT FOR INCENTIVE STOCK OPTIONS  

2000 Stock Option and Restricted Stock Plan  

Name of Optionee: ____________________  

Date of Grant: _________________  

Number of Option Shares: __________________  

Vest (Exercise) Date: See Exhibit B  

Exercise Price: __________________  

Expiration Date: __________________  

Vesting Schedule: Subject to the restrictions and conditions in the Plan and this Agreement, 25% of the Shares in the Optionee shall vest on the 
first year anniversary of the Date of Grant and the remaining 75% of the Shares in the Optionee shall vest at the rate of 3.125% per month on 
each subsequent monthly anniversary of the Date of Grant such that 100% of all Shares in the Optionee shall be vested on the third anniversary 
of the Date of Grant. The chart attached hereto as Exhibit B outlines the vesting schedule for Optionee.  
   

The Optionee acknowledges receipt of a copy of the Plan, a copy of which is annexed hereto, and represents that he or she is familiar with 
the terms and provisions thereof, and hereby accepts this Option subject to all of the terms and provisions thereof. The Optionee has reviewed 
the Plan, this Option and the Exercise of Stock Option in their entirety and fully understands all provisions of this Option and the Exercise of 
Stock Option. The Optionee hereby agrees to accept as binding, conclusive and final all decisions or interpretations of the Committee and/or 
Board of Directors upon any questions arising under the Plan.  
   

PHONE2NET WORKS, INC.  

By:       
Name:      
Title:       

Dated:   ______________________________     _________________________________________________________ 

      _________________________________________,   Optionee                 



Until and unless an adjustment is made under Section 9(a) of the Plan, Phone2Networks, Inc., a Delaware corporation (the “ Company ” ), 
hereby grants to the person whose name is written on the first page hereof (the “ Optionee ”) an option to purchase the total number of Shares 
stated on the first page hereof of the Company’s common stock, par value $.01 per share, at the price determined as provided herein, and in all 
respects subject to the terms and provisions of the 2000 Stock Option and Restricted Stock Plan (the “ Plan ”) adopted by the Company, which 
Plan is incorporated herein by reference. Terms that are not defined herein but that are defined in the Plan shall have the same meanings as in 
the Plan when used herein.  

1. Nature of the Option . This Option is intended to qualify as an “incentive stock option” as defined in Section 422(b) of the Code (“ 
ISO ”) to the extent that the aggregate Fair Market Value (determined as of the Date of Grant) of Shares that are exercisable for the first time 
by the Optionee during any calendar year does not exceed $100,000. The remaining Shares covered by this Option, if any, shall be deemed to 
be a Nonstatutory Option.  

2. Exercise Price . The exercise price for each Share is set forth on the first page hereof (the “Exercise Price”).  

3. Exercise of Option . This Option shall be exercisable during its term in accordance with the following terms:  

(a) Right to Exercise .  

(i) Subject to the restrictions and conditions in the Plan and this Stock Option Agreement (this “ Agreement ”), including 
Sections 6, 7, 8 and 13 hereof, this Option may be exercised in whole or in part but only as to the number of Shares and within the time 
intervals set forth in the vesting schedule on the first page hereof and at such times and under such conditions as shall be determined by the 
Committee, including, without limitation, performance criteria with respect to the Company and/or its Subsidiaries and/or the Optionee.  

(ii) Notwithstanding Section 3(a)(i):  

(A) In the event of the proposed dissolution or liquidation of the Company, this Option shall terminate as of a date to 
be fixed by the Committee, provided that no less than 20 days written notice of the date so fixed shall be given to the Optionee and the 
Optionee shall have the right during such period to exercise his or her Options as to all or any part of the Shares covered hereby.  

(B) In the event of a proposed sale of all or substantially all of the assets of the Company or a proposed merger or 
similar business combination of the Company with or into another entity, pursuant to which at least 50% of the Company’s stockholders 
immediately prior to such transaction will not be stockholders of the surviving entity immediately following such transaction (such sale, merger 
or other business combination, collectively, is referred to as a “Change in Control”), then this Option shall become immediately and fully 
vested and exercisable in whole or in part unless the Board of Directors determines, in its sole discretion, that cash, substitute options, restricted 
stock or other securities of similar value or rights, as applicable, will be granted in substitution for such vested and unvested Option as part of 
such Change in Control, in which case no acceleration shall take place; provided ,  
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however , the Committee shall give the Optionee at least 20 days prior written notice of any such transaction in order to enable the Optionee to 
exercise the exercisable portion, if any, of this Option. Upon receipt of any cash or substitute securities described above or effective on the date 
specified in such notice, this Option (whether or not then exercisable) shall immediately terminate and be of no further force or effect.  

(C) The Committee shall also have the power and right to accelerate the exercisability of this Option, notwithstanding 
any limitations in this Agreement or the Plan, in the event of a Change in Control, other business combination or dissolution or liquidation of 
the Company.  

(iii) In the event it is determined by the Board of Directors, upon receipt of a written opinion of the Company’s independent 
public accountants, that the enforcement of any provision of this Agreement or the Plan, including, but not limited to, Section 3(a)(ii), which 
allows for the acceleration of vesting of this Option in connection with a Change in Control, would preclude accounting for any proposed 
Change in Control or other business combination as a pooling of interests, and the Board of Directors otherwise desires to approve such 
proposed business transaction which requires as a condition to the closing of such transaction that it be accounted for as a pooling of interests, 
then any such provision of this Agreement or the Plan shall be null and void and the Board of Directors shall determine how this Option will be 
treated upon the Change in Control in a manner that will not preclude a pooling of interests. For purposes of this Section 3(a)(iii), the Board of 
Director’s determination shall require the unanimous approval of the outside members of the Board of Directors.  

(iv) This Option may not be exercised for a fraction of a share.  

(b) Method of Exercise .  

(i) This Option shall be exercisable from time to time by delivering an Exercise of Stock Option to the Committee in 
substantially the form of Exhibit A (the “ Notice of Exercise ”). The Notice of Exercise shall state the number of Shares in respect of which this 
Option is being exercised and shall contain or be accompanied by such other representations and agreements as to the Optionee’s investment 
intent with respect to such Shares as may be required by the Company pursuant to the provisions of the Plan. Such Notice of Exercise shall be 
signed by the Optionee and shall be delivered in person or by certified mail to the Committee. The Notice of Exercise shall be accompanied by 
payment of the Exercise Price.  

(ii) No Shares will be issued pursuant to the exercise of this Option unless such issuance and such exercise shall comply with 
this Agreement, the Plan and all relevant provisions of law.  

(iii) The Company may refrain from delivering or transferring Shares issued hereunder and under the Plan until the 
Committee has determined that the Optionee has tendered to the Company any federal, state or local tax owed by the Optionee as a result of 
receipt of this Option, the vesting of this Option, the exercise of this Option or the disposition of any Share in the event that the Company has a 
legal liability to satisfy such tax.  
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(iv) Within a reasonable time or such time as may be permitted by law after the Company receives notice of exercise and full 
payment for the Shares, the Company shall issue and deliver a certificate representing the Shares acquired as a result of the exercise. The 
Optionee shall have no rights as a stockholder with respect to any Shares covered by this Option until a certificate representing such Shares is 
issued to him or her. Once a certificate is issued, the Shares shall be considered fully paid and nonassessable. No adjustment will be made for a 
dividend or other right for which the record date is prior to the date on which the stock certificate is issued, except as provided in Section 3(a)
(ii).  

(v) The Company shall not be liable to any person or entity for damages due to any delay in the delivery or issuance of any 
stock certificate for any reason whatsoever.  

(c) Number of Shares Exercisable . Each exercise of this Option shall reduce, by an equal number, the total number of Shares that 
may thereafter be purchased under this Option, but shall not affect the exercise of any other options granted by the Committee and held by the 
Optionee.  

4. Method of Payment . Payment of the Exercise Price shall be by any of the following:  

(a) cash or certified check; or  

(b) if authorized by the Committee, by delivery of other Shares having a Fair Market Value on the date of delivery equal to the 
aggregate Exercise Price of the Shares as to which this Option is being exercised; or  

(c) if authorized by the Committee, any combination of the above methods or any other method of payment as may be permitted 
under applicable law and the Plan.  

5. Restrictions on Exercise . This Option may not be exercised if the issuance of such Shares upon such exercise or the method of 
payment of consideration for such Shares would constitute a violation of any applicable federal or state securities or other law or regulation. As 
a condition to the exercise of this Option, the Committee may require the Optionee to make any representation and warranty to the Company as 
may be required by any applicable law or regulation.  

6. Termination of Status as an Employee, Consultant or Non-Employee Director . Except as provided in the Plan and in Sections 7 
and 8, if the Optionee ceases to be an Employee, Consultant or Non-Employee Director of the Company and its Subsidiaries, the Optionee may 
exercise this Option, but only until the earlier of the date (a) this Option expires or (b) three months after the date the Optionee ceases to be an 
Employee, Consultant or Non-Employee Director, to the extent that the Optionee was entitled to exercise it on the date the Optionee ceased to 
be an Employee, Consultant or Non-Employee Director, unless the Committee further extends such period in its sole discretion. To the extent 
that the Optionee was not entitled to exercise this Option on such date, or if the Optionee does not exercise it within the time specified herein, 
this Option shall terminate. The Committee shall have the authority to determine the date the Optionee ceases to be an Employee, Consultant or 
Non-Employee Director.  
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7. Permanent and Total Disability of the Optionee . Notwithstanding the terms of Section 6, in the event the Optionee is unable to 
continue to perform Services for the Company or any of its Subsidiaries as a result of the Optionee’s Permanent and Total Disability (and, for 
ISOs, at the time such Permanent and Total Disability begins, the Optionee was an Employee and had been an Employee since the Date of 
Grant), this Option shall be immediately and fully vested and the Optionee may exercise this Option in whole or in part, but only until the 
earlier of the date (a) this Option expires or (b) 12 months from the date of termination of Services due to such Permanent and Total Disability. 
If the Optionee does not exercise this Option within the time specified herein, this Option shall terminate.  

8. Death of the Optionee . Upon the death of the Optionee, this Option shall terminate and be of no further effect; provided, however, 
notwithstanding the provisions of Section 6, in the event the Optionee’s death occurs during the term of this Option and, at the time of death, 
the Optionee was an Employee, Consultant or Non-Employee Director (and, for ISOs, at the time of death, the Optionee was an Employee and 
had been an Employee since the Date of Grant), this Option shall be immediately and fully vested and may be exercised in whole or in part, but 
only until the earlier of the date (a) this Option expires or (b) 12 months from the date of the Optionee’s death, by the Optionee’s estate or by a 
person who acquired the right to exercise this Option by bequest or inheritance. If this Option is not exercised within the time specified herein, 
this Option shall terminate.  

9. Transferability of Options . This Option may only be transferred as provided in this Section 9. This Option, to the extent it is not an 
ISO, may be transferred by the Optionee to, and exercised by, the Optionee’s family members, family trusts, family partnerships or any other 
similarly situated transferee approved by the Committee in its sole discretion. The vesting and exercisability of this Option shall continue to be 
based on the employment of the Optionee following the transfer of this Option as if the Optionee continued to hold this Option. In the event the 
Optionee is terminated, suffers a Permanent and Total Disability or dies, as provided in Sections 6, 7 and 8, respectively (and as provided in the 
Plan), this Option, when held by the transferee, will be subject to the same restrictions on vesting and exercise as if this Option were held by 
the Optionee. Notification and approval of all such transfers shall be in a form specified by the Committee. Any determination of the 
Committee with respect to any transfers of this Option or the vesting or exercise of this Option following transfer shall be final and binding on 
the Optionee and the transferee. ISOs may not be sold, pledged, assigned or transferred in any manner other than by will or by the laws of 
descent and distribution, and, during the life of the Optionee, this Option is exercisable only by the Optionee.  

10. Repurchase of Shares by the Company upon Termination . If the Optionee ceases to be an Employee, Consultant or Non-
Employee Director of the Company and its Subsidiaries for any reason, including, without limitation, the Optionee’s voluntary or involuntary 
termination, death or Permanent and Total Disability, the Company shall have the right to repurchase all or any portion of any Shares issued to 
the Optionee pursuant to this Option at a price equal to the Fair Market Value determined as of the date of the Employee’s ceasing to be 
employed by the Company and its Subsidiaries. The Company may exercise its right to  
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repurchase any Shares issued under this Option within 90 days after the date on which the Optionee ceases to be an Employee, Consultant or 
Non-Employee Director of the Company and its Subsidiaries.  

11. Preferential Purchase Right . Prior to the Company’s initial public offering of its equity securities pursuant to a registration 
statement filed and declared effective under the Securities Act , should the Optionee at any time desire to dispose of all or a portion of the 
Shares issuable pursuant to this Option, the Optionee shall promptly give notice to the Company (the “ Disposition Notice ”). The Disposition 
Notice shall set forth all relevant information with respect to the proposed disposition, including the name and address of the prospective 
acquirer, the purchase price (and any related information that is required by the Company), the number of Shares that are the subject of the 
disposition and any other terms and conditions of the proposed disposition. The Company shall have the preferential right to acquire such 
Shares for an amount in cash equivalent to the consideration set forth in the Disposition Notice. If the purchase price set forth in the Disposition 
Notice is in the form of a promissory note, in lieu of cash, the Company may, at its option, acquire the Shares by issuing a promissory note to 
the Optionee on the same terms and conditions set forth in the Disposition Notice. If within 15 days the Company and the Optionee are unable 
to agree on a cash equivalent for any non-cash consideration described in the Disposition Notice, the cash consideration payable by the 
Company to the Optionee shall be based on the Fair Market Value determined in accordance with this Agreement. The Company shall have 30 
days following receipt of the Disposition Notice in which to notify the Optionee whether the Company desires to exercise its preferential right. 
If the Company does not respond during the applicable period, it shall be deemed to have waived such right and the Optionee shall have the 
right, subject to compliance with this Agreement and the Plan, to dispose of the Shares stated in the Disposition Notice to the proposed 
assignee strictly in compliance with the terms of the Disposition Notice for a period of 60 days after the expiration of the preferential right. If, 
however, the Optionee fails to so dispose of the Shares within such 60-day period, the proposed disposition shall again become subject to the 
preferential right set forth in this Section 11.  

12. Confidentiality and Non-Competition . By accepting this Option and as a condition to the exercise of this Option and the enjoyment 
of benefits of the Plan, the Optionee agrees:  

(a) Confidentiality . During the period that the Optionee provides Services (or the Optionee engages in any other activity with or 
for the Company or any of its Subsidiaries) and for a two-year period thereafter, the Optionee shall treat and safeguard as confidential and 
secret all Confidential Information (defined below) received by the Optionee at any time. Without the prior written consent of the Company, 
except as required by law, the Optionee will not disclose or reveal any Confidential Information to any third party whatsoever or use the same 
in any manner except in connection with the businesses of the Company and its Subsidiaries. In the event that the Optionee is requested or 
required (by oral questions, interrogatories, requests for information or documents, subpoena, civil investigative demand or other process) to 
disclose (i) any Confidential Information or (ii) any information relating to his or her opinion, judgment or recommendations concerning the 
Company or any of its Subsidiaries as developed from the Confidential Information, the Optionee will provide the Company with prompt 
written notice of any such request or requirement so that the Company may seek an appropriate protective order  
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or waive compliance with the provisions contained herein. If, failing the entry of a protective order or the receipt of a waiver hereunder, the 
Optionee is, in the reasonable opinion of his or her counsel, compelled to disclose Confidential Information, the Optionee shall disclose only 
that Confidential Information and will exercise his or her best efforts to obtain assurances that confidential treatment will be accorded such 
Confidential Information.  

“Confidential Information” shall mean all knowledge and information pertaining to the business of the Company and its Subsidiaries obtained 
by the Optionee from any source whatsoever as a result of his or her Services to the Company and/or its Subsidiaries and which is not a matter 
of public knowledge, including, without limitation, any confidential records, documents, contracts, customer lists, writings, intellectual 
property, data or other information, whether or not the same is in written or other recorded form. Without limiting the generality of the 
foregoing, Confidential Information shall be deemed to include any information or knowledge which may now or hereafter be deemed a trade 
secret of the Company and/or its Subsidiaries or information which relates to the Company’s and/or its Subsidiaries’ personnel; present 
operations or future planning with respect to suppliers or customers; the contents of any Company or Subsidiary manual, practice or procedure; 
operating, revenue, expense or other statistics; private or public debt or equity financing or concerning any banking, accounting or financial 
matters; current or future advertising or promotion plans or programs; applications to or matters pending or under the jurisdiction of any 
regulatory agency or court, including those that are only threatened; any system, program, procedure or administrative operations, including 
those pertaining to any matter relative to computer or software operations of any type; the terms under which the Optionee received this Option 
and the terms of such Option; information of the type mentioned above or of any other type regarding affiliates of the Company and its 
Subsidiaries; present or future plans for the extension of the present business or the commencement of new business by the Company and/or its 
Subsidiaries.  

(b) Non-Competition . During the period that the Optionee provides Services to the Company or any of its Subsidiaries, and for a 
one-year period thereafter, the Optionee shall not, without prior written consent of the Committee, do, directly or indirectly, any of the 
following:  

(i) own, manage, control or participate in the ownership, management or control of, or be employed or engaged by or 
otherwise affiliated or associated with, any other corporation, partnership, proprietorship, firm, association or other business entity, or 
otherwise engage in any business, conduct or activity, which is in conflict or creates a conflict of interest with his or her duties as an Employee 
of the Company or which competes with the business of the Company or any of its Subsidiaries (as such business is conducted or then 
currently planned to be conducted during the term the Optionee provides Services to the Company or any of its Subsidiaries) in the 
geographical regions in which such business is conducted; provided, however, that the ownership of a maximum of one percent of the 
outstanding stock of any publicly traded corporation shall not violate this covenant; or  

(ii) for the benefit of the Optionee or any third party, employ, solicit for employment or assist in employing or soliciting for 
employment any present, former or future employee or officer of the Company or any of its Subsidiaries; or  
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(iii) for the benefit of the Optionee or any third party, (A) make known to any person, firm, corporation or other entity the 
names and addresses of any of the customers of the Company or any other information pertaining to such persons or (B) call on, solicit or take 
away, or attempt to call on, solicit or take away, any of the customers of the Company with whom the Optionee became acquainted during his 
or her association with the Company.  

In the event any court of competent jurisdiction should determine that the foregoing covenant of non-competition and non-solicitation is not 
enforceable because of the extent of the scope of the limitation, geographical area or the duration thereof, then the Company or any of its 
Subsidiaries and the Optionee hereby petition such court to modify the foregoing covenant to the extent, but only to the extent, necessary to 
create a covenant which is enforceable in the opinion of such court, with the intention of the parties being that the Company or any of its 
Subsidiaries shall be afforded the maximum enforceable covenant of non-competition and non-solicitation which may be available under the 
circumstances and applicable law.  

If the Optionee has an employment or consulting agreement with the Company or any of its Subsidiaries, and such employment or 
consulting agreement contains restrictive covenants that conflict with the covenants set forth above or are more restrictive than the covenants 
set forth above, the covenants that are most restrictive and enforceable shall control.  

(c) Failure to Comply . The Optionee acknowledges that remedies at law for any breach by him or her of this Section 12 may be 
inadequate and that the damages resulting from any such breach are not readily susceptible to being measured in monetary terms. Accordingly, 
the Optionee acknowledges that upon his or her violation of any provision of this Section 12, the Company or any of its Subsidiaries will be 
entitled to immediate injunctive relief and may obtain an order restraining any threatened or future breach. The Optionee further agrees, subject 
to the proviso at the end of this sentence, that if he or she violates any provision of this Section 12, the Optionee shall immediately forfeit any 
rights and benefits under this Agreement and the Plan and shall return to the Company this Option to the extent unexercised; provided, 
however, that upon violation of this Section 12(b), the forfeiture and return provisions contained in this sentence shall apply only to this Option 
to the extent it has become exercisable during the one-year period immediately prior to the termination of the Optionee’s Services. Nothing in 
this Section 12 will be deemed to limit, in any way, the remedies at law or in equity of the Company for a breach by the Optionee of any of the 
provisions of this Section 12.  

(d) Notice . The Optionee agrees to provide written notice of the provisions of this Section 12 to any future employer of the 
Optionee, and the Company expressly reserves the right to provide such notice to the Optionee’s future employer(s).  

(e) Severability . If any provision or part of any provision of this Section 12 is held for any reason to be unenforceable, (i) the 
remainder of this Section 12 shall nevertheless remain in full force and effect and (ii) such provision or part shall be deemed to be amended in 
such manner as to render such provision enforceable.  

13. Term of Option . This Option may not be exercised after the expiration date, which date is set forth on the first page of this Option.  
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14. Subject to Plan . This Option is subject to, and qualified by, all of the terms and conditions of the Plan, and specifically to the powers 
of the Committee and the Board of Directors to make interpretations of the Plan and of Options granted thereunder and of the Committee and 
the Board of Directors to alter, amend, suspend or discontinue the Plan subject to the limitations expressed in the Plan. By acceptance of this 
Option, the Optionee acknowledges receipt of a copy of the Plan, represents that he or she has read the terms and provisions of the Plan and 
accepts this Option subject to all of the terms and provisions thereof and recognizes and agrees that all determinations, interpretations or other 
actions respecting the Plan may be made by the Committee and/or the Board of Directors, and that such determinations, interpretations or other 
actions are final, conclusive and binding upon all interested parties, including the Optionee. In the event of a conflict between this Option and 
the Plan, the Plan shall control.  

15. Governing Law . This Agreement shall be governed by and construed in accordance with the laws of the State of Delaware, 
without regard to conflicts of laws principles, and in the case of ISOs, Section 422 of the Code and the regulations issued thereunder.  

16. Survival . The provisions of Sections 9, 10, 11, 12, 15, 16, 17, 25, 26 and 27 shall survive the exercise of this Option or the 
termination of this Option for any reason.  

17. Public Offering . Optionee acknowledges that, in the event of any public offering of the Stock or other securities of the Company, it 
may be necessary for the Company to restrict for a period of time (during or following the offering process) the transfer of Shares received 
under this Option. As requested by the Company, Optionee agrees not to effect any sale, transfer, pledge or other disposal of the Shares 
received hereby during such time and agrees to execute any “lock-up letter” or similar agreement requested by the Company or its 
underwriters.  

18. No Employment Rights . No provision of this Option or the Plan shall be construed to give the Optionee any right to remain an 
Employee, Consultant or Non-Employee Director of, or provide Services to, the Company or any of its Subsidiaries or to affect the right of the 
Company or any of its Subsidiaries to terminate the Optionee’s Services at any time, with or without cause.  

19. Entire Agreement . The Plan and this Agreement constitute the entire agreement between the parties and supersede any prior 
understandings, agreements or representations by or between the parties, written or oral, to the extent they related in any way to the subject 
matter thereof or hereof.  

20. Amendment . No amendment of any provision of this Agreement shall be valid unless the same shall be in writing and signed by the 
Company and the Optionee.  

21. Counterparts . This Agreement may be executed in one or more counterparts, each of which shall be deemed an original but all of 
which together shall constitute one and the same instrument.  

22. Notices . All notices and other communications hereunder shall be in writing. Any notice or other communication hereunder shall be 
deemed duly given on the date of personal delivery or two business days after it is sent by registered or certified mail, return receipt requested, 
postage prepaid, and addressed to the Company at its executive offices and to the Optionee as the Optionee’s name and address appear in the 
books of the Company.  
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23. Headings . The section headings contained in this Agreement are inserted for convenience only and shall not affect in any way the 
meaning or interpretation of this Agreement.  

24. Legends . In the event the Shares issuable pursuant to this Option have not been registered, they may not be sold, pledged, 
hypothecated or otherwise transferred unless they are registered under the Securities Act of 1933, as amended, and applicable state securities 
laws or an exemption from such registration is available. A legend will be placed on any certificate evidencing such Shares in substantially the 
following form:  

THE SECURITIES REPRESENTED BY THIS CERTIFICATE HAVE  NOT BEEN REGISTERED UNDER THE 
SECURITIES ACT OF 1933, AS AMENDED, OR THE STATE SECURITIES LAWS OF ANY STATE. WITHOUT SUCH 
REGISTRATION, SUCH SECURITIES MAY NOT BE SOLD, PLED GED, HYPOTHECATED OR OTHERWISE 
TRANSFERRED AT ANY TIME WHATSOEVER, EXCEPT UPON DEL IVERY TO THE COMPANY OF AN OPINION OF 
COUNSEL SATISFACTORY TO THE COMPANY THAT REGISTRATI ON IS NOT REQUIRED FOR SUCH TRANSFER 
AND/OR THE SUBMISSION TO THE COMPANY OF SUCH OTHER EVIDENCE AS MAY BE SATISFACTORY TO THE 
COMPANY TO THE EFFECT THAT ANY SUCH TRANSFER WELL N OT BE IN VIOLATION OF THE SECURITIES ACT 
OF 1933, AS AMENDED, AND/OR APPLICABLE STATE SECURITIES LAWS AND/OR ANY RULE OR REGULATION 
PROMULGATED THEREUNDER.  

25. Early Disposition of Stock Subject to ISO . The Optionee understands that if any Shares received under this Option are disposed of 
within two years after the date of this Agreement or within one year after such Shares were transferred to the Optionee, then the Optionee will 
be treated for federal income tax purposes as having received ordinary income at the time of such disposition in an amount equal to the excess 
of the Fair Market Value of the Shares at the time such Shares were delivered to the Optionee less the price paid for the Shares. The Optionee 
hereby agrees to notify the Committee in writing within ten days after the date of any such disposition and immediately deliver to the Company 
any amount of federal income tax withholding or other tax required by law. The Optionee understands that if the Optionee disposes of such 
Shares at any time after the expiration of such two-year and one-year holding periods, any gain on such sale will be taxed at capital gain rates.  

26. Qualification as an ISO . The Optionee understands that, subject to the terms of Section 1, this Option is intended to qualify as an 
“incentive stock option” within the meaning of Section 422(b) of the Code. The Optionee understands, further, that the Exercise Price for the 
Shares subject to this Option has been set by the Committee at a price that the Committee has determined to be not less than 100% (or, if the 
Optionee owned at the time of grant more than 10% of the voting securities of the Company or its Subsidiaries, 110%) of the Fair Market 
Value  
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of the Shares on the Date of Grant. The Company believes that the methodology by which the Committee valued the Shares at such time 
represented a good faith attempt, as defined in the Code, at reaching an accurate appraisal of the Fair Market Value of the Shares. The Optionee 
understands and acknowledges, however, that the Company shall not be responsible for any additional tax liability incurred by the Optionee in 
the event that the Internal Revenue Service determines that this Option does not qualify as an incentive stock option, for any reason, including, 
without limitation, a determination that the Committee’s valuation did not represent a good faith attempt to value the Shares.  

27. Special Limitation on ISOs . The aggregate Fair Market Value (determined on the Date of Grant) of the Shares with respect to which 
ISOs are exercisable for the first time by an individual during any calendar year under this Agreement, and under all other plans maintained by 
the Optionee’s employer entity and its parent and Subsidiary entities, shall not exceed $100,000. If the aggregate Fair Market Value 
(determined on the Date of Grant) of the Shares subject to the ISO that first become exercisable in any calendar year and during this period 
exceeds the limitation of this Section 27, so much of this Option that does not exceed the dollar limit shall be an ISO and the remainder shall be 
a Nonstatutory Option, but in all other aspects this Agreement shall remain in full force and effect.  
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Exhibit A  

EXERCISE OF STOCK OPTION  
   

   

Pursuant to the terms and provisions of the Stock Option Agreement for Incentive Stock Options, dated              (the “ Agreement ”), 
executed by me and a duly authorized officer of Phone2Networks, Inc. (the “ Company ”) in connection with the Phone2Networks, Inc. 2000 
Stock Option and Restricted Stock Plan (the “ Plan ”), I hereby give notice that I elect to exercise today the option (the “ Option ”) evidenced 
by the Agreement with respect to shares of the common stock of the Company (the “ Option Shares ”). Accordingly, I hereby agree to purchase 
such Option Shares at the price and terms established under the Agreement and the Plan.  

I understand that both this Option and any Option Shares purchased upon its exercise are securities, the issuance of which by the 
Company requires compliance with state and federal securities laws.  

With respect to any Option Shares covered by an “incentive stock option” (as defined in Section 422(b) of the Internal Revenue Code of 
1986, as amended), I understand that if I sell such Option Shares within one year of this exercise or within two years from the Date of Grant, as 
defined in the Agreement, I may experience certain adverse federal income tax consequences. I agree to notify the Company in writing within 
ten days after the date of any such disposition and to immediately deliver to the Company any amount of federal income tax withholding 
required by law. Additionally, I understand that such Option Shares may not be used in a “swap transaction” to obtain additional Option Shares 
without incurring taxable income, unless such Option Shares used in the swap transaction have been held by me for two years from the date of 
the grant and one year from the date of the exercise.  

I understand the Company shall not be under any obligation to issue any Option Shares upon the exercise of this Option unless and until 
the Company has determined that (a) it has taken all actions required to register the Option Shares under the Securities Act of 1933, as 
amended, or to perfect an exemption from the registration requirements thereof, including, but not limited to, any investment representation, 
and (b) all other applicable provisions of state and federal law have been satisfied.  

I acknowledge that the provisions of Sections 9, 10, 11, 12, 15, 16, 17, 25, 26 and 27 of the Agreement shall survive this exercise of the 
Option or the termination of the Option for any reason.  

TO:     Stock Option and Compensation Committee of Phone2Networks, Inc. 

FROM:    __________________________________, Optionee 

RE:     Phone2Networks, Inc. 2000 Stock Option and Restricted Stock Plan 

DATE:    ______________________ 



I hereby warrant that I am entitled under the Agreement and the Plan to purchase under this Option the number of Option Shares which I 
have agreed to purchase herein.  
   

Sincerely, 

__________________________________________ 

______________, Optionee 



EXHIBIT B  

VESTING SCHEDULE  
   

   
   

NAME OF OPTIONEE:     __________________________________________ 

DATE OF GRANT:    __________________________________________ 

NUMBER OF OPTION SHARES:    __________________________________________ 

DATE     CUMULATIVE NUMBER OF VESTED SHARES  



PHONE2NETWORKS, INC.  

STOCK OPTION AGREEMENT FOR NONSTATUTORY STOCK OPTIO NS  

2000 Stock Option and Restricted Stock Plan  

Name of Optionee: ____________________  

Date of Grant: _________________  

Number of Option Shares: __________________  

Vest (Exercise) Date: See Exhibit B  

Exercise Price: __________________  

Expiration Date: __________________  

Vesting Schedule: Subject to the restrictions and conditions in the Plan and this Agreement, 25% of the Shares in the Optionee shall vest on the 
first year anniversary of the Date of Grant and the remaining 75% of the Shares in the Optionee shall vest at the rate of 3.125% per month on 
each subsequent monthly anniversary of the Date of Grant such that 100% of all Shares in the Optionee shall be vested on the third anniversary 
of the Date of Grant. The chart attached hereto as Exhibit B outlines the vesting schedule for Optionee.  
   

The Optionee acknowledges receipt of a copy of the Plan, a copy of which is annexed hereto, and represents that he or she is familiar with 
the terms and provisions thereof, and hereby accepts this Option subject to all of the terms and provisions thereof. The Optionee has reviewed 
the Plan, this Option and the Exercise of Stock Option in their entirety and fully understands all provisions of this Option and the Exercise of 
Stock Option. The Optionee hereby agrees to accept as binding, conclusive and final all decisions or interpretations of the Committee and/or 
Board of Directors upon any questions arising under the Plan.  
   

PHONE2NET WORKS, INC. 

By:       
Name:      
Title:       

Dated:   ______________________________     _________________________________________________________ 

      _________________________________________,   Optionee                 



Until and unless an adjustment is made under Section 9(a) of the Plan, Phone2Networks, Inc., a Delaware corporation (the “Company”), 
hereby grants to the person whose name is written on the first page hereof (the “Optionee”) an option to purchase the total number of Shares 
stated on the first page hereof of the Company’s common stock, par value $.01 per share, at the price determined as provided herein, and in all 
respects subject to the terms and provisions of the 2000 Stock Option and Restricted Stock Plan (the “Plan”) adopted by the Company, which 
Plan is incorporated herein by reference. Terms that are not defined herein but that are defined in the Plan shall have the same meanings as in 
the Plan when used herein.  

1. Nature of the Option . This Option is not intended to qualify as an “incentive stock option” as defined in Section 422(b) of the Code.  

2. Exercise Price . The exercise price for each Share is set forth on the first page hereof (the “ Exercise Price ”).  

3. Exercise of Option . This Option shall be exercisable during its term in accordance with the following terms:  

(a) Right to Exercise .  

(i) Subject to the restrictions and conditions in the Plan and this Stock Option Agreement (this “ Agreement ”), including 
Sections 6, 7, 8 and 13 hereof, this Option may be exercised in whole or in part but only as to the number of Shares and within the time 
intervals set forth in the vesting schedule on the first page hereof and at such times and under such conditions as shall be determined by the 
Committee, including, without limitation, performance criteria with respect to the Company and/or its Subsidiaries and/or the Optionee.  

(ii) Notwithstanding Section 3(a)(i):  

(A) In the event of the proposed dissolution or liquidation of the Company, this Option shall terminate as of a date to 
be fixed by the Committee, provided that no less than 20 days written notice of the date so fixed shall be given to the Optionee and the 
Optionee shall have the right during such period to exercise his or her Options as to all or any part of the Shares covered hereby.  

(B) In the event of a proposed sale of all or substantially all of the assets of the Company or a proposed merger or 
similar business combination of the Company with or into another entity, pursuant to which at least 50% of the Company’s shareholders 
immediately prior to such transaction will not be shareholders of the surviving entity immediately following such transaction (such sale, merger 
or other business combination, collectively, is referred to as a “ Change in Control ”), then this Option shall become immediately and fully 
vested and exercisable in whole or in part unless the Board of Directors determines, in its sole discretion, that cash, substitute options, restricted 
stock or other securities of similar value or rights, as applicable, will be granted in substitution for such vested and unvested Option as part of 
such Change in Control, in which case no acceleration shall take place; provided, however, the Committee shall give the Optionee at least 20 
days prior written notice of any such transaction in order to enable the Optionee to exercise the exercisable portion, if any, of this Option. Upon 
receipt of any cash or substitute securities described above or effective on the date specified in such notice, this Option (whether or not then 
exercisable) shall immediately terminate and be of no further force or effect.  
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(C) The Committee shall also have the power and right to accelerate the exercisability of this Option, notwithstanding 
any limitations in this Agreement or the Plan, in the event of a Change in Control, other business combination or dissolution or liquidation of 
the Company.  

(iii) In the event it is determined by the Board of Directors, upon receipt of a written opinion of the Company’s independent 
public accountants, that the enforcement of any provision of this Agreement or the Plan, including, but not limited to, Section 3(a)(ii), which 
allows for the acceleration of vesting of this Option in connection with a Change in Control, would preclude accounting for any proposed 
Change in Control or other business combination as a pooling of interests, and the Board of Directors otherwise desires to approve such 
proposed business transaction which requires as a condition to the closing of such transaction that it be accounted for as a pooling of interests, 
then any such provision of this Agreement or the Plan shall be null and void and the Board of Directors shall determine how this Option will be 
treated upon the Change in Control in a manner that will not preclude a pooling of interests. For purposes of this Section 3(a)(iii), the Board of 
Director’s determination shall require the unanimous approval of the outside members of the Board of Directors.  

(iv) This Option may not be exercised for a fraction of a share.  

(b) Method of Exercise .  

(i) This Option shall be exercisable from time to time by delivering an Exercise of Stock Option to the Committee in 
substantially the form of Exhibit A (the “ Notice of Exercise ”). The Notice of Exercise shall state the number of Shares in respect of which this 
Option is being exercised and shall contain or be accompanied by such other representations and agreements as to the Optionee’s investment 
intent with respect to such Shares as may be required by the Company pursuant to the provisions of the Plan. Such Notice of Exercise shall be 
signed by the Optionee and shall be delivered in person or by certified mail to the Committee. The Notice of Exercise shall be accompanied by 
payment of the Exercise Price.  

(ii) No Shares will be issued pursuant to the exercise of this Option unless such issuance and such exercise shall comply with 
this Agreement, the Plan and all relevant provisions of law.  

(iii) The Company may refrain from delivering or transferring Shares issued hereunder and under the Plan until the 
Committee has determined that the Optionee has tendered to the Company any federal, state or local tax owed by the Optionee as a result of 
receipt of this Option, the vesting of this Option, the exercise of this Option or the disposition of any Share in the event that the Company has a 
legal liability to satisfy such tax.  

(iv) Within a reasonable time or such time as may be permitted by law after the Company receives notice of exercise and full 
payment for the Shares, the Company shall issue and deliver a certificate representing the Shares acquired as a result of the exercise. The 
Optionee shall have no rights as a shareholder with respect to any Shares covered by this  
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Option until a certificate representing such Shares is issued to him or her. Once a certificate is issued, the Shares shall be considered fully paid 
and nonassessable. No adjustment will be made for a dividend or other right for which the record date is prior to the date on which the stock 
certificate is issued, except as provided in Section 3(a)(ii).  

(v) The Company shall not be liable to any person or entity for damages due to any delay in the delivery or issuance of any 
stock certificate for any reason whatsoever.  

(c) Number of Shares Exercisable . Each exercise of this Option shall reduce, by an equal number, the total number of Shares that 
may thereafter be purchased under this Option, but shall not affect the exercise of any other options granted by the Committee and held by the 
Optionee.  

4. Method of Payment . Payment of the Exercise Price shall be by any of the following:  

(a) cash or certified check; or  

(b) if authorized by the Committee, by delivery of other Shares having a Fair Market Value on the date of delivery equal to the 
aggregate Exercise Price of the Shares as to which this Option is being exercised; or  

(c) if authorized by the Committee, any combination of the above methods or any other method of payment as may be permitted 
under applicable law and the Plan.  

5. Restrictions on Exercise . This Option may not be exercised if the issuance of such Shares upon such exercise or the method of 
payment of consideration for such Shares would constitute a violation of any applicable federal or state securities or other law or regulation. As 
a condition to the exercise of this Option, the Committee may require the Optionee to make any representation and warranty to the Company as 
may be required by any applicable law or regulation.  

6. Termination of Status as an Employee, Consultant or Non-Employee Director . Except as provided in the Plan and in Sections 7 
and 8, if the Optionee ceases to be an Employee, Consultant or Non-Employee Director of the Company and its Subsidiaries, the Optionee may 
exercise this Option, but only until the earlier of the date (a) this Option expires or (b) six months after the date the Optionee ceases to be an 
Employee, Consultant or Non-Employee Director, to the extent that the Optionee was entitled to exercise it on the date the Optionee ceased to 
be an Employee, Consultant or Non-Employee Director, unless the Committee further extends such period in its sole discretion. To the extent 
that the Optionee was not entitled to exercise this Option on such date, or if the Optionee does not exercise it within the time specified herein, 
this Option shall terminate. The Committee shall have the authority to determine the date the Optionee ceases to be an Employee, Consultant or 
Non-Employee Director.  

7. Permanent and Total Disability of the Optionee . Notwithstanding the terms of Section 6, in the event the Optionee is unable to 
continue to perform Services for the Company  
   

4  



or any of its Subsidiaries as a result of the Optionee’s Permanent and Total Disability, this Option shall be immediately and fully vested and the 
Optionee may exercise this Option in whole or in part, but only until the earlier of the date (a) this Option expires or (b) 12 months from the 
date of termination of Services due to such Permanent and Total Disability. If the Optionee does not exercise this Option within the time 
specified herein, this Option shall terminate.  

8. Death of the Optionee . Upon the death of the Optionee, this Option shall terminate and be of no further effect; provided, however, 
notwithstanding the provisions of Section 6, in the event the Optionee’s death occurs during the term of this Option and, at the time of death, 
the Optionee was an Employee, Consultant or Non-Employee Director, this Option shall be immediately and fully vested and may be exercised 
in whole or in part, but only until the earlier of the date (a) this Option expires or (b) 12 months from the date of the Optionee’s death, by the 
Optionee’s estate or by a person who acquired the right to exercise this Option by bequest or inheritance. If this Option is not exercised within 
the time specified herein, this Option shall terminate.  

9. Transferability of Options . This Option may only be transferred as provided in this Section 9. This Option may be transferred by the 
Optionee to, and exercised by, the Optionee’s family members, family trusts, family partnerships or any other similarly situated transferee 
approved by the Committee in its sole discretion. The vesting and exercisability of this Option shall continue to be based on the employment of 
the Optionee following the transfer of this Option as if the Optionee continued to hold this Option. In the event the Optionee is terminated, 
suffers a Permanent and Total Disability or dies, as provided in Sections 6, 7 and 8, respectively (and as provided in the Plan), this Option, 
when held by the transferee, will be subject to the same restrictions on vesting and exercise as if this Option were held by the Optionee. 
Notification and approval of all such transfers shall be in a form specified by the Committee. Any determination of the Committee with respect 
to any transfers of this Option or the vesting or exercise of this Option following transfer shall be final and binding on the Optionee and the 
transferee.  

10. Repurchase of Shares by the Company upon Termination . If the Optionee ceases to be an Employee, Consultant or Non-
Employee Director of the Company and its Subsidiaries for any reason, including, without limitation, the Optionee’s voluntary or involuntary 
termination, death or Permanent and Total Disability, the Company shall have the right to repurchase all or any portion of any Shares issued to 
the Optionee pursuant to this Option at a price equal to the Fair Market Value determined as of the date of the Employee’s ceasing to be 
employed by the Company and its Subsidiaries. The Company may exercise its right to repurchase any Shares issued under this Option within 
90 days after the date on which the Optionee ceases to be an Employee, Consultant or Non-Employee Director of the Company and its 
Subsidiaries.  

11. Preferential Purchase Right . Prior to the Company’s initial public offering of its equity securities pursuant to a registration 
statement filed and declared effective by the Securities Act, should the Optionee at any time desire to dispose of all or a portion of the Shares 
issuable pursuant to this Option, the Optionee shall promptly give notice to the Company (the “ Disposition Notice ”). The Disposition Notice 
shall set forth all relevant information with  
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respect to the proposed disposition, including the name and address of the prospective acquiror, the purchase price (and any related information 
that is required by the Company), the number of Shares that are the subject of the disposition and any other terms and conditions of the 
proposed disposition. The Company shall have the preferential right to acquire such Shares for an amount in cash equivalent to the 
consideration set forth in the Disposition Notice. If the purchase price set forth in the Disposition Notice is in the form of a promissory note, in 
lieu of cash, the Company may, at its option, acquire the Shares by issuing a promissory note to the Optionee on the same terms and conditions 
set forth in the Disposition Notice. If within 15 days the Company and the Optionee are unable to agree on a cash equivalent for any non-cash 
consideration described in the Disposition Notice, the cash consideration payable by the Company to the Optionee shall be based on the Fair 
Market Value determined in accordance with this Agreement. The Company shall have 30 days following receipt of the Disposition Notice in 
which to notify the Optionee whether the Company desires to exercise its preferential right. If the Company does not respond during the 
applicable period, it shall be deemed to have waived such right and the Optionee shall have the right, subject to compliance with this 
Agreement and the Plan, to dispose of the Shares stated. in the Disposition Notice to the proposed assignee strictly in compliance with the 
terms of the Disposition Notice for a period of 60 days after the expiration of the preferential right. If, however, the Optionee fails to so dispose 
of the Shares within such 60-day period, the proposed disposition shall again become subject to the preferential right set forth in this 
Section 11.  

12. Confidentiality and Non-Competition . By accepting this Option and as a condition to the exercise of this Option and the enjoyment 
of benefits of the Plan, the Optionee agrees:  

(a) Confidentiality . During the period that the Optionee provides Services (or the Optionee engages in any other activity with or 
for the Company or any of its Subsidiaries) and for a two-year period thereafter, the Optionee shall treat and safeguard as confidential and 
secret all Confidential Information (defined below) received by the Optionee at any time. Without the prior written consent of the Company, 
except as required by law, the Optionee will not disclose or reveal any Confidential Information to any third party whatsoever or use the same 
in any manner except in connection with the businesses of the Company and its Subsidiaries. In the event that the Optionee is requested or 
required (by oral questions, interrogatories, requests for information or documents, subpoena, civil investigative demand or other process) to 
disclose (i) any Confidential Information or (ii) any information relating to his or her opinion, judgment or recommendations concerning the 
Company or any of its Subsidiaries as developed from the Confidential Information, the Optionee will provide the Company with prompt 
written notice of any such request or requirement so that the Company may seek an appropriate protective order or waive compliance with the 
provisions contained herein. If, failing the entry of a protective order or the receipt of a waiver hereunder, the Optionee is, in the reasonable 
opinion of his or her counsel, compelled to disclose Confidential Information, the Optionee shall disclose only that Confidential Information 
and will exercise his or her best efforts to obtain assurances that confidential treatment will be accorded such Confidential Information.  

“ Confidential Information ” shall mean all knowledge and information pertaining to the business of the Company and its Subsidiaries obtained 
by the Optionee from any source whatsoever as a result of his or her Services to the Company and/or its Subsidiaries and which is not a matter 
of  
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public knowledge, including, without limitation, any confidential records, documents, contracts, customer lists, writings, intellectual property, 
data or other information, whether or not the same is in written or other recorded form. Without limiting the generality of the foregoing, 
Confidential Information shall be deemed to include any information or knowledge which may now or hereafter be deemed a trade secret of the 
Company and/or its Subsidiaries or information which relates to the Company’s and/or its Subsidiaries’ personnel; present operations or future 
planning with respect to suppliers or customers; the contents of any Company or Subsidiary manual, practice or procedure; operating, revenue, 
expense or other statistics; private or public debt or equity financing or concerning any banking, accounting or financial matters; current or 
future advertising or promotion plans or programs; applications to or matters pending or under the jurisdiction of any regulatory agency or 
court, including those that are only threatened; any system, program, procedure or administrative operations, including those pertaining to any 
matter relative to computer or software operations of any type; the terms under which the Optionee received this Option and the terms of such 
Option; information of the type mentioned above or of any other type regarding affiliates of the Company and its Subsidiaries; present or future 
plans for the extension of the present business or the commencement of new business by the Company and/or its Subsidiaries.  

(b) Non-Competition . During the period that the Optionee provides Services to the Company or any of its Subsidiaries, and for a 
one-year period thereafter, the Optionee shall not, without prior written consent of the Committee, do, directly or indirectly, any of the 
following:  

(i) own, manage, control or participate in the ownership, management or control of, or be employed or engaged by or 
otherwise affiliated or associated with, any other corporation, partnership, proprietorship, firm, association or other business entity, or 
otherwise engage in any business, conduct or activity, which is in conflict or creates a conflict of interest with his or her duties as an Employee 
of the Company or which competes with the business of the Company or any of its Subsidiaries (as such business is conducted or then 
currently planned to be conducted during the term the Optionee provides Services to the Company or any of its Subsidiaries) in the 
geographical regions in which such business is conducted; provided, however, that the ownership of a maximum of one percent of the 
outstanding stock of any publicly traded corporation shall not violate this covenant; or  

(ii) for the benefit of the Optionee or any third party, employ, solicit for employment or assist in employing or soliciting for 
employment any present, former or future employee or officer of the Company or any of its Subsidiaries; or  

(iii) for the benefit of the Optionee or any third party, (A) make known to any person, firm, corporation or other entity the 
names and addresses of any of the customers of the Company or any other information pertaining to such persons or (B) call on, solicit or take 
away, or attempt to call on, solicit or take away, any of the customers of the Company with whom the Optionee became acquainted during his 
or her association with the Company.  

In the event any court of competent jurisdiction should determine that the foregoing covenant of non-competition and non-solicitation is not 
enforceable because of the extent of the scope of the limitation, geographical area or the duration thereof, then the Company or any of its 
Subsidiaries  
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and the Optionee hereby petition such court to modify the foregoing covenant to the extent, but only to the extent, necessary to create a 
covenant which is enforceable in the opinion of such court, with the intention of the parties being that the Company or any of its Subsidiaries 
shall be afforded the maximum enforceable covenant of non-competition and non-solicitation which may be available under the circumstances 
and applicable law.  

If the Optionee has an employment or consulting agreement with the Company or any of its Subsidiaries, and such employment or 
consulting agreement contains restrictive covenants that conflict with the covenants set forth above or are more restrictive than the covenants 
set forth above, the covenants that are most restrictive and enforceable shall control.  

(c) Failure to Comply . The Optionee acknowledges that remedies at law for any breach by him or her of this Section 12 may be 
inadequate and that the damages resulting from any such breach are not readily susceptible to being measured in monetary terms. Accordingly, 
the Optionee acknowledges that upon his or her violation of any provision of this Section 12, the Company or any of its Subsidiaries will be 
entitled to immediate injunctive relief and may obtain an order restraining any threatened or future breach. The Optionee further agrees, subject 
to the proviso at the end of this sentence, that if he or she violates any provision of this Section 12, the Optionee shall immediately forfeit any 
rights and benefits under this Agreement and the Plan and shall return to the Company this Option to the extent unexercised; provided, 
however, that upon violation of this Section 12(b), the forfeiture and return provisions contained in this sentence shall apply only to this Option 
to the extent it has become exercisable during the one-year period immediately prior to the termination of the Optionee’s Services. Nothing in 
this Section 12 will be deemed to limit, in any way, the remedies at law or in equity of the Company for a breach by the Optionee of any of the 
provisions of this Section 12.  

(d) Notice . The Optionee agrees to provide written notice of the provisions of this Section 12 to any future employer of the 
Optionee, and the Company expressly reserves the right to provide such notice to the Optionee’s future employer(s).  

(e) Severability . If any provision or part of any provision of this Section 12 is held for any reason to be unenforceable, (i) the 
remainder of this Section 12 shall nevertheless remain in full force and effect and (ii) such provision or part shall be deemed to be amended in 
such manner as to render such provision enforceable.  

13. Term of Option . This Option may not be exercised after the expiration date, which date is set forth on the first page of this Option.  

14. Subject to Plan . This Option is subject to, and qualified by, all of the terms and conditions of the Plan, and specifically to the powers 
of the Committee and the Board of Directors to make interpretations of the Plan and of Options granted thereunder and of the Committee and 
the Board of Directors to alter, amend, suspend or discontinue the Plan subject to the limitations expressed in the Plan. By acceptance of this 
Option, the Optionee acknowledges receipt of a copy of the Plan, represents that he or she has read the terms and provisions of the Plan and 
accepts this Option subject to all of the terms and provisions thereof and recognizes and agrees that all determinations, interpretations or other 
actions respecting the Plan may be made by the Committee and/or the Board of Directors, and that such determinations, interpretations or other 
actions are final, conclusive and binding upon all interested parties, including the Optionee. In the event of a conflict between this Option and 
the Plan, the Plan shall control.  
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15. Governing Law . This Agreement shall be governed by and construed in accordance with the laws of the State of Delaware, 
without regard to conflicts of laws principles.  

16. Survival . The provisions of Sections 9, 10, 11, 12, 15, 16 and 17 shall survive the exercise of this Option or the termination of this 
Option for any reason.  

17. Public Offering . Optionee acknowledges that, in the event of any public offering of the Stock or other securities of the Company, it 
may be necessary for the Company to restrict for a period of time (during or following the offering process) the transfer of Shares received 
under this Option. As requested by the Company, Optionee agrees not to effect any sale, transfer, pledge or other disposal of the Shares 
received hereby during such time and agrees to execute any “lock-up letter” or similar agreement requested by the Company or its 
underwriters.  

18. No Employment Rights . No provision of this Option or the Plan shall be construed to give the Optionee any right to remain an 
Employee, Consultant or Non-Employee Director of, or provide Services to, the Company or any of its Subsidiaries or to affect the right of the 
Company or any of its Subsidiaries to terminate the Optionee’s Services at any time, with or without cause.  

19. Entire Agreement . The Plan and this Agreement constitute the entire agreement between the parties and supersede any prior 
understandings, agreements or representations by or between the parties, written or oral, to the extent they related in any way to the subject 
matter thereof or hereof.  

20. Amendment . No amendment of any provision of this Agreement shall be valid unless the same shall be in writing and signed by the 
Company and the Optionee.  

21. Counterparts . This Agreement may be executed in one or more counterparts, each of which shall be deemed an original but all of 
which together shall constitute one and the same instrument.  

22. Notices . All notices and other communications hereunder shall be in writing. Any notice or other communication hereunder shall be 
deemed duly given on the date of personal delivery or two business clays after it is sent by registered or certified mail, return receipt requested, 
postage prepaid, and addressed to the Company at its executive offices and to the Optionee as the Optionee’s name and address appear in the 
books of the Company.  

23. Headings . The section headings contained in this Agreement are inserted for convenience only and shall not affect in any way the 
meaning or interpretation of this Agreement.  
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24. Legends . In the event the Shares issuable pursuant to this Option have not been registered, they may not be sold, pledged, 
hypothecated or otherwise transferred unless they are registered under the Securities Act of 1933, as amended, and applicable state securities 
laws or an exemption from such registration is available. A legend will be placed on any certificate evidencing such Shares in substantially the 
following form:  

THE SECURITIES REPRESENTED BY THIS CERTIFICATE HAVE  NOT BEEN REGISTERED UNDER THE 
SECURITIES ACT OF 1933, AS AMENDED, OR THE STATE SECURITIES LAWS OF ANY STATE. WITHOUT SUCH 
REGISTRATION, SUCH SECURITIES MAY NOT BE SOLD, PLED GED, HYPOTHECATED OR OTHERWISE 
TRANSFERRED AT ANY TIME WHATSOEVER, EXCEPT UPON DEL IVERY TO THE COMPANY OF AN OPINION OF 
COUNSEL SATISFACTORY TO THE COMPANY THAT REGISTRATI ON IS NOT REQUIRED FOR SUCH TRANSFER 
AND/OR THE SUBMISSION TO THE COMPANY OF SUCH OTHER EVIDENCE AS MAY BE SATISFACTORY TO THE 
COMPANY TO THE EFFECT THAT ANY SUCH TRANSFER WILL N OT BE IN VIOLATION OF THE SECURITIES ACT 
OF 1933, AS AMENDED, AND/OR APPLICABLE STATE SECURITIES LAWS AND/OR ANY RULE OR REGULATION 
PROMULGATED THEREUNDER.  
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EXHIBIT A  

EXERCISE OF STOCK OPTION  
   

   

Pursuant to the terms and provisions of the Stock Option Agreement for Nonstatutory Stock Options, dated              (the “ Agreement ”), 
executed by me and a duly authorized officer of Phone2Networks, Inc. (the “ Company ”) in connection with the Phone2Networks, Inc. 2000 
Stock Option and Restricted Stock Plan (the “ Plan ”), I hereby give notice that I elect to exercise today the option (the “ Option ”) evidenced 
by the Agreement with respect to              shares of the common stock of the Company (the “ Option Shares ”). Accordingly, I hereby agree to 
purchase such Option Shares at the price and terms established under the Agreement and the Plan.  

I understand that both this Option and any Option Shares purchased upon its exercise are securities, the issuance of which by the 
Company requires compliance with state and federal securities laws.  

I understand the Company shall not be under any obligation to issue any Option Shares upon the exercise of this Option unless and until 
the Company has determined that (a) it has taken all actions required to register the Option Shares under the Securities Act of 1933, as 
amended, or to perfect an exemption from the registration requirements thereof, including, but not limited to, any investment representation, 
and (b) all other applicable provisions of state and federal law have been satisfied.  

I acknowledge that the provisions of Sections 9, 10, 11, 12, 15, 16 and 17 of the Agreement shall survive this exercise of the Option or 
the termination of the Option for any reason.  

I hereby warrant that I am entitled under the Agreement and the Plan to purchase under this Option the number of Option Shares which I 
have agreed to purchase herein.  
   

TO:     Stock Option and Compensation Committee of Phone2Networks, Inc. 

FROM:    __________________________________, Optionee 

RE:     Phone2Networks, Inc. 2000 Stock Option and Restricted Stock Plan 

DATE:    ______________________ 

Sincerely, 

__________________________________________ 

______________, Optionee 



EXHIBIT B  

VESTING SCHEDULE  
   

   
   

   
   
 

NAME OF OPTIONEE:     __________________________________________ 

DATE OF GRANT:    __________________________________________ 

NUMBER OF OPTION SHARES:    __________________________________________ 

DATE     CUMULATIVE NUMBER OF VESTED SHARES  



Exhibit 99.3 

CISCO SYSTEMS, INC.  
STOCK OPTION ASSUMPTION AGREEMENT  

Dear «Full_Name_Last_First_M» :  

As you know, on June 30, 2006, (the “ Closing Date ”) Cisco Systems, Inc. (“ Cisco ”) acquired Audium Corporation (“ Audium ”) (the “ 
Acquisition ”) pursuant to the Agreement and Plan of Merger by and among Cisco Systems, Inc., Argon Acquisition Corp., and Audium dated 
June 8, 2006 (the “ Merger Agreement ”). On the Closing Date you held one or more outstanding stock options to purchase shares of Audium 
common stock granted to you under the Audium Corporation 2000 Stock Option and Restricted Stock Plan (herein referred to as the “ Audium 
Plan ”). Pursuant to the Merger Agreement, on the Closing Date, Cisco assumed all obligations of Audium under your outstanding option (or 
options). This Stock Option Assumption Agreement (the “ Agreement ”) evidences the terms of Cisco’s assumption of an option (or options) to 
purchase Audium common stock granted to you under the Audium Plan (the “ Audium Option(s) ”), and documented by a stock option 
agreement (or stock option agreements) and any amendment(s) entered into by and between you and Audium (the “ Option Agreement(s) ”), 
including the necessary adjustments for assumption of the Audium Option(s) that are required by the Acquisition.  

The table below summarizes your Audium Option(s) immediately before and after the Acquisition:  
   

The post-Acquisition adjustments are based on the Option Exchange Ratio of 0.1122715514 (as determined in accordance with the terms of the 
Merger Agreement) and are intended to: (i) assure that the total spread of your assumed Audium Option(s) ( i.e. , the difference between the 
aggregate fair market value and the aggregate exercise price) does not exceed the total spread that existed immediately prior to the Acquisition; 
and (ii) to preserve, on a per share basis, the ratio of exercise price to fair market value that existed immediately prior to the Acquisition. If 
applicable, and to the extent allowable by law, the adjustments are also intended to retain incentive stock option (“ ISO ”) status under U.S. tax 
laws. The number of shares of Cisco common stock subject to your assumed Audium Option(s) was determined by multiplying the Option 
Exchange Ratio by the number of shares remaining subject to your Audium Option(s) on the Closing Date and rounding the resulting product 
down to the next whole number of shares of Cisco common stock. The exercise price per share of your assumed Audium Option(s) was 
determined by dividing the exercise price per share of your Audium Option(s) by the Option Exchange Ratio and rounding the resulting 
quotient up to the next whole cent.  

AUDIUM OPTION(S)    ASSUMED AUDIUM OPTION(S)  

Grant Date    
No. of Audium  

Shares    
Exercise Price  

per Share    Option Type    
No. of Cisco  

Shares    
Exercise Price  

per Share     Option Type 



Unless the context otherwise requires, any references in the Plan and the Option Agreement(s) to: (i) the “ Company ” means Cisco, (ii) “ 
Shares ” and “ Stock ” means shares of Cisco common stock, (iii) the “ Board of Directors ” means the Board of Directors of Cisco and 
(iv) the “ Committee ” means the Compensation and Management Development Committee of the Board of Directors of Cisco. All references 
in the Option Agreement(s) and the Plan relating to your status as an employee of Audium will now refer to your status as an employee of 
Cisco or any present or future Cisco subsidiary.  

The vesting schedule and expiration date of your assumed Audium Option(s) remain the same as set forth in the Option Agreement(s) (with the 
number of shares subject to each vesting installment and the exercise price per share adjusted to reflect the effect of the Acquisition). In 
accordance with Cisco’s policies, the only permissible methods to exercise your assumed Audium Option(s) are cash, check, wire transfer, or 
through a cashless exercise program with a Cisco-designated broker. All other provisions which govern either the exercise or the termination of 
your assumed Audium Option(s) remain the same as set forth in the Option Agreement(s), and the provisions of the Option Agreement(s) will 
govern and control your rights under this Agreement to purchase shares of Cisco common stock, except as expressly modified by this 
Agreement or the Merger Agreement. Upon termination of your employment you will have the applicable limited post-termination exercise 
period specified in your Option Agreement(s) for your assumed Audium Option(s) to the extent outstanding at the time of termination, after 
which time your assumed Audium Option(s) will expire and NOT be exercisable for Cisco common stock.  

To exercise your assumed Audium Option(s), you must utilize Cisco’s designated broker, the Charles Schwab Corporation (the telephone 
number is «telephone number»).  

Nothing in this Agreement or the Option Agreement(s) interferes in any way with your right and your employer’s right, which rights are 
expressly reserved, to terminate your employment at any time for any reason. Future options, if any, you may receive from Cisco will be 
governed by the terms of the Cisco stock option plan under which such options are granted, and such terms may be different from the terms of 
your assumed Audium Option(s), including, but not limited to, the time period in which you have to exercise vested options after your 
termination of employment.  

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK, SIGNAT URE PAGE FOLLOWS]  
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Please sign and date this Agreement, as soon as possible, and fax the entire Agreement to Michael L. Bergelson at the following number: «fax 
number».  

Until your fully executed Acknowledgment (attached to this Agreement) is received by Cisco’s Stock Administration Department, your Cisco 
account will not be activated and your assumed Audium Option(s) will not be exercisable . If you have any questions regarding this Agreement 
or your assumed Audium Option(s), please contact Mark Miller at «telephone number».  
   

ACKNOWLEDGMENT  

The undersigned acknowledges receipt of the foregoing Stock Option Assumption Agreement and understands and agrees that all rights 
and liabilities with respect to the assumed Audium Option(s) listed on the table above are hereby assumed by Cisco and are as set forth in the 
Option Agreement(s) for such assumed Audium Option(s), the Plan and this Stock Option Assumption Agreement and agrees to the terms as 
set forth in such Stock Option Assumption Agreement.  
   

ATTACHMENTS  

Exhibit A – Form S-8 Prospectus  
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CISCO SYSTEMS, INC. 

By:   /s/ Mark Chandler  
  Mark Chandler 
  Corporate Secretary 

DATED:                                  , 2006      
  «Full_Name_Last_First_M» - Optionee 

  Address:      

  

   
[ Cisco ID No.: «Full_Name_Last_First_M»]  


