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Stock Incentive Plan as set forth herein by reason of any stock dividend, stock
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PART I

INFORMATION RQUIRED IN THE SECTION 10(a) PROSPECTUS

Item 1.            Plan Information.

The information required by Item 1 is included in documents sent or given to
participants in the Company’s 2011 Stock Incentive Plan pursuant to Rule 428(b)(1) of the
Securities Act of 1933, as amended (the “Securities Act”).

Item 2.            Registrant Information and Employee Plan Annual Information.

The written statement required by Item 2 is included in documents sent or given to
participants in the Company’s 2011 Stock Incentive Plan pursuant to Rule 428(b)(1) of the
Securities Act.

The documents containing the information specified in Items 1 and 2 of Part I are not required
to be filed with the U.S. Securities and Exchange Commission (the “Commission”) as part of
this Registration Statement or as prospectuses or prospectus supplements pursuant to Rule 424
of the Securities Act.  These documents and the documents incorporated by reference in this
Registration Statement pursuant to Item 3 of Part II of this Registration Statement, taken
together, constitute a prospectus that meets the requirements of Section 10(a) of the Securities
Act.

PART II

INFORMATION REQUIRED IN THE REGISTRATION STATEMENT

Item 3.            Incorporation of Documents by Reference.

The following documents filed by the Registrant with the Commission are incorporated
by reference herein:

 1. The Registrant’s Annual Report on Form 10-K for the fiscal year ended
September 30, 2010, filed with the Commission on December 30, 2010;

   
 2. The Registrant’s Quarterly Report on Form 10-Q for the period ended December

31, 2010, filed with the Commission on February 11, 2011;
   
 3. The Registrant’s Quarterly Report on Form 10-Q for the period ended March 31,

2011, filed with the Commission on May 4, 2011;
   
 4. The Registrant’s Definitive Proxy Statement on Schedule 14A filed with the

Commission on January 31, 2011; and
   
 5. The Registrant’s Current Reports on Form 8-K filed with the Commission on

January 7, 2011, January 31, 2011, February 2, 2011, April 27, 2011, May 4,
2011 and May 24, 2011.
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All documents filed by the Registrant (other than Current Reports or portions thereof
furnished under Item 2.02 or Item 7.01 of Form 8-K) pursuant to Sections 13(a), 13(c), 14 and
15(d) of the Exchange Act after the date 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 in this Registration Statement and to be a part hereof from the date of filing of such
documents.

Any statement contained in a document 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 herein or in any other subsequently filed document which also is or is
deemed to be incorporated by reference herein modifies or supersedes such statement.  Any
statement so modified or superseded shall not be deemed, except as so modified or superseded,
to constitute a part of this Registration Statement.

Item 4.            Description of Securities.

The shares (the “Shares”) to be registered hereunder are shares of common stock, par
value $0.001 per share, of the Registrant.  The Registrant’s common stock is listed or quoted on
the OTC Bulletin Board under the symbol “VSUL.OB.”

The Amended and Restated Articles of Incorporation of the Registrant authorize the
issuance of 200,000,000 shares of Common Stock, par value $0.001 per share.  All shares of
Common Stock have equal rights to the payment of dividends and the distribution of assets
upon liquidation.  Common Stock will, when issued, be fully paid and non-assessable, and will
have no pre-emptive or conversion rights or rights to cumulative voting.

Each outstanding share of Common Stock entitles the holder to one vote on all matters
submitted to a vote of Common Stockholders, including the election of Directors.  There is no
cumulative voting in the election of Directors, which means that the holders of a majority of the
outstanding shares of Common Stock can elect all of the Directors then standing for election,
and the holders of the remaining shares of Common Stock will not be able to elect any
Directors.

The Registrant’s Amended and Restated Articles of Incorporation also authorize the
issuance of 50,000,000 shares of Preferred Stock, par value $0.001 per share.  The Preferred
Stock may be issued in one or more series and with such rights and preferences, including
priority over the Common Stock, as the Board of Directors determines, without the approval of
the holders of Common Stock.  As of the date of this Registration Statement, no shares of
Preferred Stock have been issued and the Board of Directors has not determined the rights of, or
approved the issuance of, any series of Preferred Stock.

Item 5.            Interests of Named Experts and Counsel.

Not applicable except as follows.  In the past, Registrant has paid the law firm of
Monahan & Biagi, PLLC for a portion of its services with the Registrant’s common stock.  As
of the filing of this Registration Statement, Monahan & Biagi holds 341,845 shares of the
Registrant’s common stock (which constitutes approximately 0.73% of the Registrant’s total
issued and outstanding common stock) with a market value of approximately $78,624.
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Item 6.            Indemnification of Directors and Officers.

Section 78.7502 of the Nevada Revised Statues (“NRS”) provides, in general, that a
corporation may indemnify any person who was or is a party or is threatened to be made a party
to any threatened, pending or completed action, suit or proceeding, whether civil, criminal,
administrative or investigative, except an action by or in the right of the corporation, by reason
of the fact that the person is or was a director, officer, employee or agent of the corporation, or
is or was serving at the request of the corporation as a director, officer, employee or agent of
another corporation, partnership, joint venture, trust or other enterprise, against expenses,
including attorneys' fees, judgments, fines and amounts paid in settlement actually and
reasonably incurred by the person in connection with the action, suit or proceeding if the person
acted in good faith and in a manner which he or she reasonably believed to be in or not opposed
to the best interests of the corporation, and, with respect to any criminal action or proceeding,
had no reasonable cause to believe the conduct was unlawful.

NRS Section 78.4502 also provides, in general, that a corporation may indemnify any
person who was or is a party or is threatened to be made a party to any threatened, pending or
completed action or suit by or in the right of the corporation to procure a judgment in its favor
by reason of the fact that the person is or was a director, officer, employee or agent of the
corporation, or is or was serving at the request of the corporation as a director, officer,
employee or agent of another corporation, partnership, joint venture, trust or other enterprise
against expenses, including amounts paid in settlement and attorneys' fees actually and
reasonably incurred by the person in connection with the defense or settlement of the action or
suit if the person acted in good faith and in a manner which he or she reasonably believed to be
in or not opposed to the best interests of the corporation; provided, however, that
indemnification may not be made for any claim, issue or matter as to which such a person has
been adjudged by a court of competent jurisdiction, after exhaustion of all appeals therefrom, to
be liable to the corporation or for amounts paid in settlement to the corporation, unless and only
to the extent that the court in which the action or suit was brought or other court of competent
jurisdiction determines upon application that in view of all the circumstances of the case, the
person is fairly and reasonably entitled to indemnity for such expenses as the court deems
proper.

Any indemnification pursuant to the above provisions may be made by the corporation
only as authorized in the specific case upon a determination that indemnification of the director,
officer, employee or agent is proper in the circumstances.  The determination must be made:
 (a) by the stockholders; (b) by the Board of Directors by majority vote of a quorum consisting
of directors who were not parties to the action, suit or proceeding; (c) if a majority vote of a
quorum consisting of directors who were not parties to the action, suit or proceeding so orders,
by independent legal counsel in a written opinion; or (d) if a quorum consisting of directors who
were not parties to the action, suit or proceeding cannot be obtained, by independent legal
counsel in a written opinion.

Under Articles IX and X of the Registrant’s Amended and Restated Articles of
Incorporation, the personal liability of all its directors and officers is eliminated to the fullest
extent allowed by Nevada law.  In addition, a director shall not be personally liable to the
corporation or its stockholders for monetary
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damages for conduct as a director, except for liability (a) for acts or omissions that involve
intentional misconduct or a knowing violation of law; (b) for conduct violating the Nevada
General Corporation Law; or (c) for any transaction from which the director will personally
receive a benefit in money, property or services to which the director is not legally entitled.

Article X also provides that the corporation also may purchase and maintain insurance
or make other financial arrangements on behalf of any director, officer, agent or employee of
the corporation, for any liability asserted against him and for expenses incurred by him in his
capacity as a director, officer, employee or agent, arising out of his status as such, whether or
not the corporation has the authority to indemnify him against such liability and expenses.

The Registrant currently maintains a directors’ and officers’ insurance policy that
insures our directors and officers against unindemnified losses arising from certain acts in their
capacities as directors and officers, and reimburses the Registrant for amounts that it is required
or permitted by law to pay to indemnify its directors and officers.

Item 7.            Exemption from Registration Claimed.

Not applicable.

Item 8.            Exhibits.

Exhibit
Number Exhibit Description Form File No. Exhibit

Filing
Date

Filed
Herewith

       
3.1 Amended and Restated

Articles of Incorporation
of the Registrant

10-KSB 000-30262 3.1 2/9/2006  

       
5.1 Opinion of Monahan &

Biagi, PLLC
    X

       
23.1 Consent of Monahan

& Biagi, PLLC
(contained in Exhibit 5.1)

    X

       
24.1 Power of Attorney

(included on signature
page)

    X

       
99.1 Visualant, Inc. 2011

Stock Incentive Plan
    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:

(a)        To include any prospectus required by Section 10(a)(3) of the Securities
Act of 1933;

(b)        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

(c)        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 paragraphs (1)(a) and (1)(b)  above shall not apply if the information
required to be included in a post-effective amendment by those paragraphs 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 (and, where applicable, each filing of an
employee benefit plan’s annual report pursuant to 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.
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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.

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 Seattle, State of Washington, on June 28, 2011.

VISUALANT, INC.

/s/ Ronald P. Erickson
Ronald P. Erickson
Chief Executive Officer

POWER OF ATTORNEY

KNOW ALL PERSONS BY THESE PRESENTS, that the undersigned officers and
directors of Visualant, Inc., a Nevada corporation, do hereby constitute and appoint Ronald P.
Erickson, Chief Executive Officer, and Mark Scott, Chief Financial Officer, 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.
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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.

Signature Title Date
   
By: /s/ Ronald Erickson Chief Executive Officer June 28, 2011

Ronald P. Erickson and Director (Principal  
 Executive Officer)  
   
By: /s/ Mark Scott Chief Financial Officer June 28, 2011

Mark Scott and Secretary (Principal  
 Financial/Accounting Officer)  
   
By: /s/ Yoshitami Arai Director June 28, 2011

Yoshitami Arai   
   
   
By: /s/ Paul R. Bonderson Jr. Director June 28, 2011

Paul R. Bonderson Jr.   
   
   
By: /s/ James Gingo Director June 28, 2011

James Gingo   
   
   
By: /s/ Marco Hegyi Director June 28, 2011

Marco Hegyi   
   
   
By: /s/ Dr. Masahiro Kawahata Director June 28, 2011

Dr. Masahiro Kawahata   
   
   
By: /s/ Jon Pepper Director June 28, 2011

Jon Pepper   
   
   
By: /s/ Bradley E. Sparks Director June 28, 2011

Bradley E. Sparks   

- 7 -



EXHIBIT INDEX

  Incorporated by Reference  
Exhibit
Number Exhibit Description Form File No. Exhibit

Filing
Date

Filed
Herewith

       
3.1 Amended and Restated

Articles of Incorporation
of the Registrant

10-KSB 000-30262 3.1 2/9/2006  

       
5.1 Opinion of Monahan &

Biagi, PLLC
    X

       
23.1 Consent of Monahan

& Biagi, PLLC
(contained in Exhibit 5.1)

    X

       
24.1 Power of Attorney

(included on signature
page)

    X

       
99.1 Visualant, Inc. 2011

Stock Incentive Plan
    X
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Exhibit 5.1 and 23.1
 

Law Offices
Monahan & Biagi, Pllc

A Professional Limited Liability Company

June 27, 2011

Visualant, Inc.
500 Union Street, Suite 406
Seattle, WA 98101

Gentlemen:

You have requested our opinion with respect to certain matters in connection with the filing by
Visualant, Inc., a Nevada corporation (“Visualant” or the “Company”) of a Registration
Statement on Form S-8 (the “Registration Statement”) with the U.S. Securities and Exchange
Commission (the “Commission”) covering the registration of up to seven million (7,000,000)
shares of Visualant’s Common Stock, par value $.001 (the “Shares”), issuable by the Company
pursuant to Visualant’s 2011 Stock Incentive Plan (the “Plan”).

In connection with this opinion we have examined (i) the Registration Statement and related
Prospectus; (ii) the Company’s Amended and Restated Articles of Incorporation dated
September 3, 2002 as filed with the Nevada Secretary of State on September 13, 2002; (iii) the
Company’s Bylaws, as filed with the Securities and Exchange Commission as an exhibit to the
Company’s Registration Statement on Form 10-SB filed on March 11, 1999; (iv) the Plan; and
such other documents, records, and instruments as we deem necessary as a basis for this
opinion.

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.

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.

____________________________________

701 Fifth Avenue, Suite 2800   Seattle, Washington 98104
Telephone: (206) 587-5700    Facsimile: (206) 587-5710

Email: Jbiagi@MonahanBiagi.com



Our opinion is expressed only with respect to the federal laws of the United States of America
and the General Corporation Law of the State of Nevada.  We express no opinion as to whether
the laws of any particular jurisdiction other than those identified above are applicable to the
subject matter hereof.

On the basis of the foregoing, and in reliance thereon, we are of the opinion that the 7,000,000
Shares, when sold and issued in accordance with the Plan, the Registration Statement and
related Prospectus, will be validly issued, fully paid and nonassessable (except as to Shares
issued pursuant to certain deferred payment arrangements, which will be fully paid and
nonassessable when such deferred payments are made in full).

We consent to the filing of this opinion as an exhibit to the Registration Statement and any
amendments thereto.  This opinion is intended solely for use in connection with the 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.

Sincerely,

Monahan & Biagi, Pllc

/S/ James F. Biagi, Jr

James F. Biagi, Jr.



Exhibit 99.1

VISUALANT, INC.
2011 STOCK INCENTIVE PLAN

1 .           Definitions.  In the Plan, except where the context otherwise indicates, the following definitions
shall apply:

1.1.        “Affiliate” means a corporation, partnership, business trust, limited liability company or
other form of business organization at least a majority of the total combined voting power of all classes of stock or
other equity interests of which is owned by the Company, either directly or indirectly, and any other entity, designated
by the Committee, in which the Company has a significant interest.

1.2.        “Agreement” means a written agreement or other document evidencing an Award that
shall be in such form as the Committee may specify.  The Committee in its discretion may, but not need, require a
Participant to sign an Agreement.

1.3.        “Award” means a grant of an Option, Restricted Stock, Restricted Stock Unit, Performance
Award or Other Stock-Based Award.

1.4.        “Board” means the Board of Directors of the Company.

1.5.        “Code” means the Internal Revenue Code of 1986, as amended.

1.6.        “Committee” means the Compensation Committee of the Board or such other committee(s)
appointed by the Board to administer the Plan or to make and/or administer specific Awards hereunder.  If no such
appointment is in effect at any time, “Committee” shall mean the Board.  Notwithstanding the foregoing,
“Committee” means the Board for purposes of granting Awards to Non-Employee Directors and administering the
Plan with respect to those Awards, unless the Board determines otherwise.    

1.7.        “Common Stock” means the Company’s common stock, par value $.01 per share.

1.8.        “Company” means Visualant, Inc., and any successor thereto.

1.9.        “Date of Exercise” means the date on which the Company receives notice of the exercise
of an Option in accordance with Section 7.1.

1.10.      “Date of Grant” means the date on which an Award is granted under the Plan.

1.11.      “Eligible Person” means any person who is (a) an Employee (b) a Non-Employee Director
or (c) a consultant or independent contractor to the Company or an Affiliate.

1.12.      “Employee” means any individual determined by the Committee to be an employee of the
Company or an Affiliate.

1.13.      “Exercise Price” means the price per Share at which an Option may be exercised.

1.14.      “Fair Market Value” means an amount equal to the then fair market value of a Share as
determined by the Committee pursuant to a reasonable method adopted in good faith for such purpose, or, unless
otherwise determined by the Committee, if the Common Stock is traded on a securities exchange or automated dealer
quotation system, fair market value shall be the last sale price for a Share, as of the relevant date, on such



securities exchange or automated dealer quotation system as reported by such source as the Committee may select;
provided, however, that in the case of an Option, in all events Fair Market Value shall be determined pursuant to a
method permitted by Section 409A of the Code for determining the fair market value of stock subject to a nonqualified
stock option that does not provide for a deferral of compensation within the meaning of Section 409A of the Code.

1.15.      “Incentive Stock Option” means an Option that the Committee designates as an incentive
stock option under Section 422 of the Code.

1.16.      “Non-Employee Director” means any member of the Board, or of an Affiliate’s board of
directors, who is not an Employee.

1.17.      “Nonqualified Stock Option” means an Option that is not an Incentive Stock Option.

1.18.      “Option” means an option to purchase Shares granted pursuant to Section 6.

1.19.      “Option Period” means the period during which an Option may be exercised.

1.20.      “Other Stock-Based Award” means an Award granted pursuant to Section 12.

1.21.      “Participant” means an Eligible Person who has been granted an Award.

1.22.      “Performance Award” means a performance award granted pursuant to Section 10.

1.23.      “Performance Goals” means performance goals established by the Committee which may
be based on earnings or earnings growth, sales, return on assets, cash flow, total shareholder return, equity or
investment, regulatory compliance, satisfactory internal or external audits, improvement of financial ratings,
achievement of balance sheet or income statement objectives, implementation or completion of one or more projects
or transactions, or any other objective goals established by the Committee, and which may be absolute in their terms
or measured against or in relationship to other companies comparably, similarly or otherwise situated.  Such
performance goals may be particular to an Eligible Person or the department, branch, Affiliate, or division in which
the Eligible Person works, or may be based on the performance of the Company, one or more Affiliates, or the
Company and one or more Affiliates, and may cover such period as may be specified by the Committee.

1.24.      “Plan” means this Visualant, Inc. 2011 Stock Incentive Plan, as amended from time to
time.

1.25.      “Restricted Stock” means Shares granted pursuant to Section 8.

1.26.      “Restricted Stock Units” means an Award providing for the contingent grant of Shares (or
the cash equivalent thereof) pursuant to Section 9.

1.27.      “Section 422 Employee” means an Employee who is employed by the Company or a
“parent corporation” or “subsidiary corporation” (each as defined in Sections 424(e) and (f) of the Code) with respect
to the Company, including a “parent corporation” or “subsidiary corporation” that becomes such after adoption of the
Plan.

1.28.      “Share” means a share of Common Stock.

1.29.      “Ten-Percent Stockholder” means a Section 422 Employee who (applying the rules of
Section 424(d) of the Code) owns stock possessing more than ten percent (10%) of the total combined voting power
of all classes of stock of the Company or a “parent corporation” or “subsidiary corporation” (each as defined in
Sections 424(e) and (f) of the Code) with respect to the Company.
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2 .           Purpose.  The Plan is intended to assist the Company and its Affiliates in attracting and retaining
Eligible Persons of outstanding ability and to promote the identification of their interests with those of the
stockholders of the Company and its Affiliates.

3 .           Administration.  The Committee shall administer the Plan and shall have plenary authority, in its
discretion, to grant Awards to Eligible Persons, subject to the provisions of the Plan.  The Committee shall have
plenary authority and discretion, subject to the provisions of the Plan, to determine the Eligible Persons to whom
Awards shall be granted, the terms (which terms need not be identical) of all Awards, including without limitation the
Exercise Price of Options, the time or times at which Awards are granted, the number of Shares covered by Awards,
whether an Option shall be an Incentive Stock Option or a Nonqualified Stock Option, any exceptions to
nontransferability, any Performance Goals applicable to Awards, any provisions relating to vesting, and the period
during which Options may be exercised and Restricted Stock shall be subject to restrictions.  In making these
determinations, the Committee may take into account the nature of the services rendered or to be rendered by Award
recipients, their present and potential contributions to the success of the Company and its Affiliates, and such other
factors as the Committee in its discretion shall deem relevant.  Subject to the provisions of the Plan, the Committee
shall have plenary authority to interpret the Plan and Agreements, prescribe, amend and rescind rules and regulations
relating to them, and make all other determinations deemed necessary or advisable for the administration of the Plan
and Awards granted thereunder.  The determinations of the Committee on the matters referred to in this Section 3 shall
be binding and final.  The Committee may delegate its authority under this Section 3 and the terms of the Plan to such
extent it deems desirable and is consistent with the requirements of applicable law.

4 .           Eligibility.  Awards may be granted only to Eligible Persons; provided that (a) Incentive Stock
Options may be granted only Eligible Persons who are Section 422 Employees; and (b) Options may be granted only
to persons with respect to whom Shares constitute stock of the service recipient (within the meaning of Section 409A
of the Code and the applicable Treasury Regulations thereunder).

5.           Stock Subject to Plan.

5.1.        Subject to adjustment as provided in Section 13, (a) the maximum number of Shares that
may be issued under the Plan is seven million (7,000,000) shares, provided that no more than one million (1,000,000)
shares may be issued pursuant to Awards that are not Options, and (b) the maximum number of Shares with respect to
which an Employee may be granted Awards under the Plan during a fiscal year is one million (1,000,000) shares.
 Shares issued under the Plan may, in whole or in part, be authorized but unissued Shares or Shares that shall have
been, or may be, reacquired by the Company in the open market, in private transactions, or otherwise.

5.2.        If an Option expires or terminates for any reason without having been fully exercised or is
surrendered pursuant to Section 6.4, if shares of Restricted Stock are forfeited, or if Shares covered by a Performance
Award are not issued or are forfeited, the unissued or forfeited Shares that had been subject to the Award shall be
available for the grant of additional Awards; provided, however, that in the case of Shares that are withheld to pay
withholding taxes with respect to an Award, no such withheld Shares shall again be available for the grant of Awards
hereunder.

6.           Options.

6.1.        Options granted under the Plan to Eligible Persons shall be either Incentive Stock Options
or Nonqualified Stock Options, as designated by the Committee; provided, however, that Incentive Stock Options
may be granted only to Eligible Persons who are Section 422 Employees on the Date of Grant.  Each Option granted
under the Plan shall be identified as either a Nonqualified Stock Option or an Incentive Stock
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Option and shall be evidenced by an Agreement that specifies the terms and conditions of the Option.
 Notwithstanding such designation, to the extent that the aggregate Fair Market Value of the Shares with respect to
which Incentive Stock Options are exercisable for the first time by the optionee during any calendar year (under all
plans of the Company and any parent or subsidiary corporation) exceeds USD $100,000, such Incentive Stock Options
shall be treated as Nonqualified Stock Options.  For purposes of this Section 6.1, Incentive Stock Options shall be
taken into account in the order in which they were granted.  The Fair Market Value of the Shares shall be determined
as of the time the Option with respect to such Shares was granted.  Options shall be subject to the terms and conditions
set forth in this Section 6 and such other terms and conditions not inconsistent with the Plan as the Committee may
specify.  The Committee, in its discretion, may condition the grant or vesting of an Option upon the achievement of
one or more specified Performance Goals.

6.2.        The Exercise Price of an Option granted under the Plan shall not be less than 100% of the
Fair Market Value of the Common Stock on the Date of Grant.  Notwithstanding the foregoing, in the case of an
Incentive Stock Option granted to an Employee who, on the Date of Grant is a Ten-Percent Shareholder, the Exercise
Price shall not be less than 110% of the Fair Market Value of a Share on the Date of Grant.  

6.3.        The Committee shall determine the Option Period for an Option, which shall be
specifically set forth in the Agreement; provided that an Option shall not be exercisable after ten years (five years in
the case of an Incentive Stock Option granted to an Employee who on the Date of Grant is a Ten-Percent Stockholder)
from its Date of Grant.

6.4.        To the extent provided in an Agreement, a Participant may surrender to the Company an
Option (or a portion thereof) that has become exercisable and to receive upon such surrender, without any payment to
the Company (other than required tax withholding amounts), that number of Shares (equal to the highest whole
number of Shares) having an aggregate Fair Market Value as of the date of surrender equal to that number of Shares
subject to the Option (or portion thereof) being surrendered multiplied by an amount equal to the excess of (a) the Fair
Market Value on the date of surrender over (b) the Exercise Price, plus an amount of cash equal to the fair market
value of any fractional Share to which the Participant would be entitled but for the parenthetical above relating to
whole number of Shares.  Any such surrender shall be treated as the exercise of the Option (or portion thereof).

7.           Exercise of Options.

7.1.        Subject to the terms of the applicable Agreement, an Option may be exercised, in whole or
in part, by delivering to the Company a notice of the exercise, in such form as the Committee may prescribe,
accompanied, in the case of an Option, by (a) a full payment for the Shares with respect to which the Option is
exercised or (b) to the extent provided in the applicable Agreement, irrevocable instructions to a broker to deliver
promptly to the Company cash equal to the exercise price of the Option.  To the extent provided in the applicable
Agreement, payment may be made by (a) delivery (including constructive delivery) of Shares (provided that such
Shares, if acquired pursuant to an Option or other Award granted hereunder or under any other compensation plan
maintained by the Company or any Affiliate, have been held by the Participant for at least six months, or such other
period, if any, as may be required by the Committee), valued at Fair Market Value on the Date of Exercise or (b)
delivery of a promissory note as provided in Section 7.2.  

7.2.        To the extent provided in the applicable Agreement and permitted by applicable law, the
Committee may accept as payment of all or a portion of the Exercise Price a promissory note executed by the
Participant evidencing the Participant’s obligation to make future cash payment thereof.  Promissory notes made
pursuant to this Section 7.2 shall (a) be secured by a pledge of the Shares received upon exercise of the Option, (b)
bear interest at a rate fixed by the Committee, and (c) contain such other terms and conditions as the Committee may
determine in its discretion.
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8 .           Restricted Stock Awards .  Each grant of Restricted Stock under the Plan shall be subject to an
Agreement specifying the terms and conditions of the Award.  Restricted Stock granted under the Plan shall consist of
Shares that are restricted as to transfer, subject to forfeiture, and subject to such other terms and conditions as the
Committee may specify.  Such terms and conditions may provide, in the discretion of the Committee, for the lapse of
such transfer restrictions or forfeiture provisions to be contingent upon the achievement of one or more specified
Performance Goals.

9 .           Restricted Stock Unit Awards .  Each grant of Restricted Stock Units under the Plan shall be
evidenced by an Agreement that (a) provides for the issuance of Shares to a Participant at such time(s) as the
Committee may specify and (b) contains such other terms and conditions as the Committee may specify, including
without limitation, terms that condition the issuance of Restricted Stock Unit Awards upon the achievement of one or
more specified Performance Goals.

1 0 .         Performance Awards.  Each Performance Award granted under the Plan shall be evidenced by an
Agreement that (a) provides for the payment of cash and/or issuance of Shares to a Participant contingent upon the
attainment of one or more specified Performance Goals, and (b) contains such other terms and conditions as may be
determined by the Committee.  For purposes of Section 5.1(b) hereof, a Performance Award shall be deemed to cover
a number of Shares equal to the maximum number of Shares that may be issued upon payment of the Award.  The
maximum cash amount payable to any Employee pursuant to all Performance Awards granted to an Employee during
a fiscal year shall not exceed $250,000.

1 1 .         Dividends and Dividend Equivalents.  The terms of an Award may provide a Participant with the
right, subject to such terms and conditions as the Committee may specify, to receive dividend payments or dividend
equivalent payments with respect to Shares covered by the Award, which payments may be either made currently or
credited to an account established for the Participant, and may be settled in cash or Shares, as determined by the
Committee.

1 2 .         Other Stock-Based Awards .  The Committee may in its discretion grant stock-based awards of a
type other than those otherwise provided for in the Plan, including the issuance or offer for sale of unrestricted Shares
(“Other Stock-Based Awards”).  Other Stock-Based Awards shall cover such number of Shares and have such terms
and conditions as the Committee shall determine, including terms that condition the payment or vesting the Other
Stock-Based Award upon the achievement of one or more Performance Goals.

1 3 .         Capital Events and Adjustments.  In the event of any change in the outstanding Common Stock by
reason of any stock dividend, stock split, reverse stock split, spin-off, recapitalization, reclassification, combination or
exchange of shares, merger, consolidation, liquidation or the like, the Committee shall provide for a substitution for or
adjustment in (a) the number and class of securities subject to outstanding Awards or the type of consideration to be
received upon the exercise or vesting of outstanding Awards, (b) the Exercise Price of Options, (c) the aggregate
number and class of Shares for which Awards thereafter may be granted under the Plan and (d) the maximum number
of Shares with respect to which an Employee may be granted Awards during the period specified in Section 5.1(b).  

1 4 .         Termination or Amendment.  The Board may amend or terminate the Plan in any respect at any
time; provided, however, that, after the Plan has been approved by the stockholders of the Company, the Board shall
not amend or terminate the Plan without approval of (a) the Company’s stockholders to the extent stockholder
approval of the amendment is required by applicable law or regulations or the requirements of the principal exchange
or interdealer quotation system on which the Common Stock is listed or quoted, if any, and (b) each affected
Participant if such amendment or termination would adversely affect such Participant’s rights or obligations under any
Award granted prior to the date of such amendment or termination.
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15.         Modification, Substitution of Awards.

15.1.      Subject to the terms and conditions of the Plan, the Committee may modify the terms of
any outstanding Awards; provided, however, that (a) no modification of an Award shall, without the consent of the
Participant, alter or impair any of the Participant’s rights or obligations under such Award and (b) subject to Section
13, in no event may (i) an Option be modified to reduce the Exercise Price of the Option, or (ii) an Option be
cancelled or surrendered in consideration for the grant of a new Option with a lower Exercise Price.  

15.2.      Anything contained herein to the contrary notwithstanding, Awards may, at the discretion
of the Committee, be granted under the Plan in substitution for stock options and other awards covering capital stock
of another corporation which is merged into, consolidated with, or all or a substantial portion of the property or stock
of which is acquired by, the Company or an Affiliate.  The terms and conditions of the substitute Awards so granted
may vary from the terms and conditions set forth in the Plan to such extent as the Committee may deem appropriate in
order to conform, in whole or part, to the provisions of the awards in substitution for which they are granted.  Such
substitute Awards shall not be counted toward the Share limit imposed by Section 5.1(b), except to the extent the
Committee determines that counting such Awards is required in order for Awards granted hereunder to be eligible to
qualify as “performance-based compensation” within the meaning of Section 162(m) of the Code.  

15.3.      Any provision of the Plan or any Agreement to the contrary notwithstanding, in the event
of a merger or consolidation to which the Company is a party, the Committee shall take such actions, if any, as it
deems necessary or appropriate to prevent the enlargement or diminishment of Participants’ rights under the Plan and
Awards granted hereunder, and may, in its discretion, cause any Award granted hereunder to be canceled in
consideration of a cash payment equal to the fair value of the canceled Award, as determined by the Committee in its
discretion.  Unless the Committee determines otherwise, the fair value of an Option shall be deemed to be equal to the
product of (a) the number of Shares the Option covers (and has not previously been exercised) and (b) the excess, if
any, of the Fair Market Value of a Share as of the date of cancellation over the Exercise Price of the Option.

16.         Foreign Employees.  Without amendment of the Plan, the Committee may grant Awards to Eligible
Persons who are subject to the laws of foreign countries or jurisdictions on such terms and conditions different from
those specified in the Plan as may in the judgement of the Committee be necessary or desirable to foster and promote
achievement of the purposes of the Plan.  The Committee may make such modifications, amendments, procedures,
sub-plans and the like as may be necessary or advisable to comply with provisions of laws of other countries or
jurisdictions in which the Company or any Affiliate operates or has employees.

1 7 .         Stockholder Approval.  The Plan, and any amendments hereto requiring stockholder approval
pursuant to Section 14, are subject to approval by vote of the stockholders of the Company at an annual or special
meeting of the stockholders within twelve (12) months of the date of its adoption by the Board.

1 8 .         Withholding.  The Company’s obligation to issue or deliver Shares or pay any amount pursuant to
the terms of any Award granted hereunder shall be subject to satisfaction of applicable federal, state, local, and
foreign tax withholding requirements.  To the extent provided in the applicable Agreement and in accordance with
rules prescribed by the Committee, a Participant may satisfy any such withholding tax obligation by one or any
combination of the following means:  (a) tendering a cash payment, (b) authorizing the Company to withhold Shares
otherwise issuable to the Participant, or (c) delivering to the Company already-owned and unencumbered Shares.

1 9 .         Term of Plan.  Unless sooner terminated by the Board pursuant to Section 14, the Plan shall
terminate on the date that is ten years after the earlier of that date that the Plan is adopted by the Board or approved by
the Company’s stockholders, and no Awards may be granted or awarded after such date.  The termination of the Plan
shall not affect the validity of any Award outstanding on the date of termination.
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20.         Indemnification of Committee.  In addition to such other rights of indemnification as they may have
as members of the Board or Committee, members of the Committee shall be indemnified by the Company against all
reasonable expenses, including attorneys’ fees, actually and reasonably incurred in connection with the defense of any
action, suit or proceeding, or in connection with any appeal therein, to which they or any of them may be a party by
reason of any action taken or failure to act under or in connection with the Plan or any Award granted thereunder, and
against all amounts reasonably paid by them in settlement thereof or paid by them in satisfaction of a judgment in any
such action, suit or proceeding, if such members acted in good faith and in a manner which they believed to be in, and
not opposed to, the best interests of the Company.

21.         General Provisions.

21.1.      The establishment of the Plan shall not confer upon any Eligible Person any legal or
equitable right against the Company, any Affiliate or the Committee, except as expressly provided in the Plan.
 Participation in the Plan shall not give an Eligible Person any right to be retained in the service of the Company or
any Affiliate.

21.2.      Neither the adoption of the Plan nor its submission to the Company’s stockholders shall be
taken to impose any limitations on the powers of the Company or its Affiliates to issue, grant or assume options,
warrants, rights, restricted stock or other awards otherwise than under the Plan, or to adopt other stock option,
restricted stock, or other plans, or to impose any requirement of stockholder approval upon the same.

21.3.      The interests of any Eligible Person under the Plan are not subject to the claims of creditors
and may not, in any way, be assigned, alienated or encumbered except to the extent provided in an Agreement.

21.4.      The Plan shall be governed, construed and administered in accordance with the laws of the
State of Washington, without giving effect to the conflict of law principles.

21.5.      The Committee may require each person acquiring Shares pursuant to Awards granted
hereunder to represent to and agree with the Company in writing that such person is acquiring the Shares without a
view to distribution thereof.  The certificates for such Shares may include any legend which the Committee deems
appropriate to reflect any restrictions on transfer.  All certificates for Shares issued pursuant to the Plan shall be
subject to such stock transfer orders and other restrictions as the Committee may deem advisable under the rules,
regulations and other requirements of the Securities and Exchange Commission, any stock exchange upon which the
Common Stock is then listed or interdealer quotation system upon which the Common Stock is then quoted, and any
applicable federal or state securities laws.  The Committee may place a legend or legends on any such certificates to
make appropriate reference to such restrictions.

21.6.      The Company shall not be required to issue any certificate or certificates for Shares with
respect to Awards granted under the Plan, or record any person as a holder of record of such Shares, without
obtaining, to the complete satisfaction of the Committee, the approval of all regulatory bodies deemed necessary by
the Committee, and without complying, to the Board’s or Committee’s complete satisfaction, with all rules and
regulations under federal, state or local law deemed applicable by the Committee.

21.7.      To the extent that the Plan provides for issuance of stock certificates to reflect the issuance
of Shares, the issuance may be effected on a noncertificated basis, to the extent not prohibited by applicable law or the
rules of any stock exchange or automated dealer quotation system on which the Shares are traded.  No fractional
Shares shall be issued or delivered pursuant to the Plan or any Award.  The Committee shall determine whether cash,
other Awards, or other property shall be issued or paid in lieu of any fractional Shares or whether any fractional
Shares or any rights thereto shall be forfeited or otherwise eliminated.

21.8.      Notwithstanding any other provision of the Plan to the contrary, to the extent any Award
(or a modification of an Award) under the Plan results in the deferral of compensation (for purposes of Section 409A
of the Code), the terms and conditions of the Award shall comply with Section 409A of the Code.
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