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The information required on the remainder of this cover page shall not be
deemed to be "filed" for the purpose of Section 18 of the Securities Exchange
Act of 1934 or otherwise subject to the liabilities of that section of the Act
but shall be subject to all other provisions of the Act (however, see the
Notes) .

(Continued on following pages)
(Page 1 of 5 Pages)
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1 NAME OF REPORTING PERSONS
I.R.S. IDENTIFICATION NOS. OF ABOVE PERSONS (ENTITIES ONLY)

Renaissance Capital Growth & Income Fund III, Inc.

2 CHECK THE APPROPRIATE BOX IF A MEMBER OF A GROUP¥*
(a) [=] (b) [-]
3 SEC USE ONLY
4 SOURCE OF FUNDS¥*
wC
5 CHECK BOX IF DISCLOSURE OF LEGAL PROCEEDINGS IS REQUIRED

PURSUANT TO ITEMS 2(d) OR 2(e) [_]

6 CITIZENSHIP OR PLACE OF ORGANIZATION
Texas
7 SOLE VOTING POWER
NUMBER OF
0
SHARES
8 SHARED VOTING POWER
BENEFICIALLY
2,233,278
OWNED BY
EACH 9 SOLE DISPOSITIVE POWER
REPORTING
0
PERSON

10 SHARED DISPOSITIVE POWER
WITH
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2,233,278

11 AGGREGATE AMOUNT BENEFICIALLY OWNED BY EACH REPORTING PERSON

2,233,278

12 CHECK BOX IF THE AGGREGATE AMOUNT IN ROW (11) EXCLUDES CERTAIN SHARES*

*SEE INSTRUCTIONS BEFORE FILLING OUT!
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Item 1. Security and Issuer.

This statement relates to shares of common stock, par value $0.001 per
share, (the "Common Stock") of DIGITAL LEARNING MANAGEMENT CORPORATION, a Nevada
corporation (the "Company") having its principal executive offices at 19950
Mariner Avenue, Torrance, CA 90503.

Item 2. Identity and Background.

This statement is filed by Renaissance Capital Growth and Income Fund IITI,
Inc. ("Renaissance III" or the "Reporting Person"). Renaissance III is a
business development company regulated under the Investment Company Act of 1940,
as amended, and organized under the laws of the State of Texas, with its
principal business and principal office at 8080 N. Central Expressway, Suite
210, LB-59, Dallas, Texas 75206-1857.

The names, business addresses and principal occupations of the directors
and executive officers of Renaissance III are set forth on Attachment 1 to this
Statement and incorporated herein by reference. All persons listed on
Attachment 1 are citizens of the United States.

RENN Capital Group, Inc. ("RENN Group") is the investment adviser to
Renaissance III and has shared voting and dispository power with respect to the
shares. RENN Group is a corporation organized under the laws of the State of

Texas, with its principal and business office at 8080 N. Central Expressway,
Suite 210, LB-59, Dallas, Texas 75206. RENN Group is regiatered as an
investment adviser under the Investment Adviser Act of 1940.

Robert C. Pearson, Senior Vice President of RENN Group, has been elected to
the board of Directors of the Company.
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(d) Neither the Reporting Person nor, to the best knowledge of such person,
any person named in Attachment 1 to this Statement, has been convicted in a
criminal proceeding in the past five years (excluding traffic violations or
similar misdemeanors) .

(e) Neither the Reporting Person nor, to the best knowledge of such person,
any person named in Attachment 1 to this Statement, was during the last five
years a party to a civil proceeding of a judicial or administrative body of
competent Jjurisdiction as a result of which such person was or is subject to a
judgment, decree, or final order enjoining future violations of, or prohibiting
or mandating activities subject to, federal or state securities laws or finding
any violation with respect to such laws.

Item 3. Source and Amount of Funds or Other Consideration.

As of the Date of Event which required the filing of this Statement,
Renaissance III had used approximately $1,000,000 of its working capital to
acquire a $1,000,000 7.00% Convertible Debenture in a Private Placement on
February 27, 2004.

Item 4. Purpose of Transaction.

Renaissance III acquired beneficial ownership of the Common Shares reported
in Item 5(a) in the ordinary course of business for investment purposes. As
stated in Item 2 (b) above, Robert Pearson, Senior Vice President of RENN Group,
has been elected to the Board of Directors of the Company.

Representatives of RENN Group may participate in discussions with
management or third parties in which they may suggest or take a position with
respect to potential changes in the operations, management, or capital structure
of the Company as a means of enhancing stockholder value. Such suggestions or
positions may relate to one or more of the transactions specified in clauses (a)
through (j) of Item 4 of this Schedule 13D form.

RENN Group continues to assess the Company's business, financial condition,
results of operations and prospects, general economic conditions, the securities
markets in general and those for the Company's securities in particular, other
developments and investment opportunities, as well as the investment objectives
of Renaissance III. Depending on such assessments, Renaissance III may acquire
additional securities or may determine to sell or otherwise dispose of some or
all of its holding of securities.
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Other than as described above, the Reporting Person does not have any
present plans or proposals which relate to or would result in any transaction,
change, or event specified in clauses (a) through (j) of Item 4 of this
Schedule 13D.

Item 5. Interest in Securities of the Issuer.

(a) As of the date of this filing, Renaissance III beneficially owns
2,233,278 shares, or 8.3%, of the Company's Common Stock on a fully converted
basis.



Edgar Filing: DIGITAL LEARNING - Form SC 13D

The shares of Common Stock deemed to be beneficially owned by Renaissance
IITI are comprised of shares issuable upon the conversion of a $1,000,000 7.00%
Convertible Debenture.

(b) Number of shares of Common Stock as to which Renaissance III has:

) Sole power to vote or to direct the vote of: None

i) Shared power to vote or to direct the vote of: 2,233,278

ii) Sole power to dispose or to direct the disposition of: None

v) Shared power to dispose or to direct the disposition of: 2,233,278

(c) On February 27, 2004, Renaissance III entered into a Convertible Loan
Agreement (the "Loan Agreement") with the Company as Guarantor and Digital
Learning Institute, Inc., a wholly-owned subsidiary of the Company ("Borrower"),
pursuant to which Renaissance III purchased a $1,000,000 7% Convertible
Debenture (the "Debenture"). The Debenture bears interest at 7% per annum,
which is payable monthly, and are convertible into 2,233,278 Common Shares of
the Company, at the holder's option, at a conversion price of $0.4478 per share.
If the Debenture is not sooner redeemed or converted, Borrower shall make
monthly principal payments of $10,000 beginning on February 27, 2007. The
maturity date of the Debenture is February 27, 2011.

(d) No person other than the Reporting Persons and RENN Group has the right
to receive or the power to direct the receipt of dividends from, or the proceeds
from the sale of, the Common Shares beneficially owned by the Reporting Persons.

(e) Not applicable.

Item 6. Contracts, Arrangements, Understandings or Relationships with Respect
to Securities of the Issuer.

The Loan Agreement in 5(b) above gives RENN Group, as agent for the Holders
of the Debentures the right to designate a nominee to serve as a member of the
Board of Directors of the Company while the Debentures are outstanding.

In addition, if the Company is in monetary default under the Loan Agreement,
RENN Group has the right to designate another nominee to the Board of Directors.
Robert C. Pearson, Senior Vice President of RENN Group, has joined the Board of
Directors of the Company as the designee of RENN Group.

Item 7. Material to be Filed as Exhibits.

Exhibit 1: Convertible Loan Agreement dated as of February 27, 2004 by and among
Digital Learning Institute, Inc. as borrower, Free PCSQuote.com, Inc.
to be renamed Digital Learning Management Corproation as Guarantor
and Renaissance Capital Growth & Income Fund III, Inc. and
Renaissance US Growth Investment Trust PLC and BFS US Special
Opportunities Trust PLC as lender and RENN Capital Group, Inc. as
agent for the lender

Exhibit 2: Form of 7.00% Convertible Debenture of Digital Learning Institute,

Inc. dated February 27, 2004 issued to The Frost National Bank FBO,
Renaissance Capital Growth & Income Fund III, Inc.
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SIGNATURE
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After reasonable inquiry and to the best of the knowledge and belief of the

undersigned persons,

statement is true,

complete and correct.

such persons certify that the information set forth in this

Dated as of: April 12, 2004

RENAISSANCE CAPITAL GROWTH & INCOME FUND III, INC.

/s/ Russell Cleveland

By:

Attention. Intentional misstatements or omissions of fact constitute federal
criminal violations (see 18 U.S.C. 1001).
CUSIP No. 356617209 13D Page 5 of 5 Pages

ATTACHMENT 1

The name, business address, and principal occupation of the directors and
executive officers of Renaissance III are as follows:

DIRECTORS

Name Business Address Principal Occupation

Edward O. Boshell, Jr. c/o RENN Capital Group, Director
8080 North Central Expressway
Suite 210, LB-59
Dallas, TX 75206-1857

Russell Cleveland c/o RENN Capital Group, Inc. Director
8080 North Central Expressway
Suite 210, LB-59
Dallas, TX 75206-1857

Peter Collins c/o RENN Capital Group, Inc. Director
8080 North Central Expressway
Suite 210, LB-59
Dallas, TX 75206-1857

Ernest C. Hill c/o RENN Capital Group, Inc. Director
8080 North Central Expressway
Suite 210, LB-59
Dallas, TX 75206-1857

Charles C. Pierce, Jr. c/o RENN Capital Group, Inc. Director

8080 North Central Expressway

Suite 210, LB-59

Dallas, TX 75206-1857
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OFFICERS
Name Business Address Principal Occupation
Russell Cleveland c/o RENN Capital Group, Inc. President and Chief
8080 North Central Expressway Executive Officer
Suite 210, LB-59
Dallas, TX 75206-1857
John A. Schmit c/o RENN Capital Group, Inc. Vice President
8080 North Central Expressway
Suite 210, LB-59
Dallas, TX 75206-1857
Robert C. Pearson c/o RENN Capital Group, Inc. Vice President
8080 North Central Expressway
Suite 210, LB-59
Dallas, TX 75206-1857
Barbara A. Butschek c/o RENN Capital Group, Inc. Secretary and

8080 North Central Expressway Treasurer
Suite 210, LB-59
Dallas, TX 75206-1857

EXHIBIT 1

CONVERTIBLE LOAN AGREEMENT
DATED AS OF FEBRUARY 27, 2004
BY AND AMONG
DIGITAL LEARNING INSTITUTE, INC.
AS BORROWER

FREEPCSQUOTE.COM, INC.
TO BE RENAMED

DIGITAL LEARNING MANAGEMENT CORPORATION
AS GUARANTOR
AND
RENAISSANCE CAPITAL GROWTH & INCOME FUND III, INC.
AND
RENAISSANCE US GROWTH INVESTMENT TRUST PLC
AND
BFSUS SPECIAL OPPORTUNITIES TRUST PLC
AS LENDER
AND

RENN CAPITAL GROUP, INC.
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AS AGENT FOR THE LENDER
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THIS AGREEMENT, dated as of February 27, 2004, by and among
FREEPCSQUOTE.COM, INC., a Nevada corporation (the "Company"), DIGITAL LEARNING
INSTITUTE, INC., a Delaware corporation ("Borrower"), and RENAISSANCE CAPITAL

GROWTH & INCOME FUND, III, INC., a Texas corporation (individually referred to
as "Renaissance III") and RENAISSANCE US GROWTH INVESTMENT TRUST PLC, a public
limited company registered in England and Wales (individually referred to as
"RUSGIT") and BFSUS SPECIAL OPPORTUNITIES TRUST PLC, a public limited company
registered in England and Wales ("BFSUS") (Renaissance III, RUSGIT and BFSUS,
together with any permitted assignees or successors in interest, collectively
referred to as the "Lender") and RENN CAPITAL GROUP, 1INC., a Texas corporation,
as agent for the Lender (the "Agent"). All references herein to Borrower shall
include the Subsidiaries, unless the context otherwise requires.

WITNESSETH:
WHEREAS, Borrower seeks to Dborrow a total of Three Million Dollars
($3,000,000) from the Lender; and
WHEREAS, Borrower has requested that the Lender provide such loan as

herein provided, and that the Lender is willing to furnish such to Borrower upon
the terms and subject to the conditions and for the considerations hereinafter
set forth;

NOW, THEREFORE, 1in consideration of the mutual promises herein contained
and for other wvaluable consideration, receipt and sufficiency of which is
acknowledged, the parties hereto agree as follows:

ARTICLE I. — DEFINITION OF TERMS
SECTION 1.01 DEFINITIONS.
For the purposes of this Agreement, the following terms shall have the

respective meanings assigned to them in this Article I or in the section or
recital referred to below:

"Affiliate" with respect to any Person shall mean a person that directly
or indirectly, through one or more intermediaries, controls or is controlled by,
or is under common control with, such Person.

"BFSUS" shall mean BFSUS Special Opportunities Trust PLC, a public limited
company registered in England and Wales.

"Capital Expenditure" shall mean an expenditure for assets that is
properly classifiable as a capital expenditure in accordance with GAAP.

"Capital Lease" shall mean any lease of property, real or personal, which
would be properly classifiable as a capital lease in accordance with GAAP.

"Cash Flow" for any period, shall mean the sum of (i) EBITDA and all other
non-cash charges which were deducted in determining net income for such period,
minus (ii) (a) scheduled repayments of the Loan to the extent actually paid
during the period, and (b) non-cash credits which were taken into account in
determining EBITDA for such period.

"Closing Fee" shall mean that amount equal to 1.0% of the principal amount
of the Loan.

11
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"Closing Expense Fee" shall mean reasonable legal expenses (including
attorneys' fees) incurred by the Lender and RENN in connection with the Loan,
including document preparation and other reasonable closing costs.

"Commitment Fee" shall mean that amount equal to 1.0% of the principal
amount of the Loan, which shall be deposited by Borrower in an escrow account
established at a bank designated by RENN upon notification that RENN intends to
present the investment proposal to the Boards of Directors of the Lender.

"Common Stock" shall mean the Company's common stock, par value $0.01 per
share.

"Consolidated Trailing Twelve Months Free Cash Flow" shall mean for any
Person, for the immediately preceding twelve-month period on such date, Net
Income of such Person for such twelve-month period, plus (a) all deferred income
tax expense of such Person and its Subsidiaries for such twelve-month period,
(b) all depreciation expense of such Person and its Subsidiaries for such
twelve-month period, and (c) all amortization expense of such Person and its
Subsidiaries for such twelve-month ©period, 1less capital expenditures of such
Person and its Subsidiaries for such twelve-month period.

"Conversion" or "Conversion Rights" shall mean exchange of, or the rights
to exchange, the Principal Amount of the Loan, or any part thereof, for fully
paid and nonassessable Common Stock on the terms and conditions provided in the
Debentures.

"Current Assets" shall mean, for any Person as of any date, the assets of
such Person and its consolidated Subsidiaries which would be reflected as
current assets on a consolidated Dbalance sheet for such Person and its
Subsidiaries prepared as of such date in accordance with GAAP.

"Current Liabilities" shall mean, for any Person as of any date, the
liabilities of such Person and its consolidated Subsidiaries which would be
reflected as current liabilities on a consolidated balance sheet for such Person
and its subsidiaries prepared as of such date in accordance with GAAP. For
purposes of calculating compliance with any covenant contained in this Agreement
or any other Loan Document, the principal amount of Current Liabilities shall
include any balance under any revolving credit facility of the Borrower,
regardless of whether such revolving credit facility would be reflected as a
current liability in accordance with GAAP.

"Current Ratio" shall mean, for any Person as of any date, the ratio of
such Person's Current Assets to Current Liabilities as of such date.

"Debentures" shall mean the Debentures executed by Borrower and delivered
pursuant to the terms of this Agreement, together with any renewals, extensions
or modifications thereof.

"Debtor Laws" shall mean all applicable 1liquidation, conservatorship,
bankruptcy, moratorium, arrangement, receivership, insolvency, reorganization or
similar laws from time to time in effect affecting the rights of creditors or
debtors generally.

"Default" or "Event of Default" shall mean any of the events specified in
Article VIII.

"Dividends," in respect of any corporation, shall mean (i) cash
distributions or any other distributions on, or in respect of, any class of
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capital stock of such corporation, except for distributions made solely in
shares of stock of the same class, and (ii) any and all funds, cash and other
payments made in respect of the redemption, repurchase or acquisition of such
stock, unless such stock shall be redeemed or acquired through the exchange of
such stock with stock of the same class.

"Due Diligence Fee" shall mean a non-refundable due diligence fee, in the
amount of Five Thousand Two Hundred Fifty Dollars ($5,250), previously paid by
Borrower to Lender.

"Earnings Before Interest and Taxes" shall mean for any period the sum of
(i) net income (or loss) of Borrower for such period (excluding extraordinary
gains and losses) plus (ii) all interest expense of Borrower for such period,
plus (iii) all charges against 1income of Borrower for such period for federal,
state and local taxes actually paid. For any period during fiscal 2004 only, net
income (or loss) of Borrower for such period shall also exclude non-cash charges
relating to the issuance of the Loan and warrants.

"EBITDA" shall mean for any period the sum of (i) Earnings Before Interest
and Taxes for such period plus (ii) depreciation expenses for such period, plus
(iii) amortization expenses for such period.

"ERISA" shall mean the Employee Retirement Income Security Act of 1974, as
amended, together with all rules and regulations issued pursuant thereto.

"GAAP" shall mean United States generally accepted accounting principles
applied on a consistent Dbasis, set forth in the Opinions of the Accounting
Principles Board of the American Institute of Certified Public Accountants or
the Financial Accounting Standards Board or their successors, which are
applicable in the circumstances as of the date in question. The requirement that
such principles be applied on a consistent basis shall mean that the accounting
principles observed in a current period are comparable in all material respects
to those applied in a preceding period.

"Governmental Authority" shall mean any government (or any political
subdivision or Jjurisdiction thereof), court, bureau, agency or other
governmental authority having jurisdiction over Borrower or a Subsidiary or any
of its or their businesses, operations or properties.

"Guaranty" of any Person shall mean any contract, agreement or
understanding of such Person pursuant to which such Person in effect guarantees
the payment of any Indebtedness of any other Person (the "Primary Obligor") in
any manner, whether directly or indirectly, including, without limitation,
agreements: (1) to purchase such Indebtedness or any property constituting
security therefor; (ii) to advance or supply funds primarily for the purpose of
assuring the holder of such Indebtedness of the ability of the Primary Obligor
to make payment; or (iii) otherwise to assure the holder of the Indebtedness of
the Primary Obligor against loss in respect thereof, except that "Guaranty"
shall not include the endorsement Dby Borrower or a Subsidiary in the ordinary
course of Dbusiness of negotiable instruments or documents for deposit or
collection.

"Holder" shall mean the owner of Registrable Securities.

"Indebtedness" shall mean, with respect to any Person, without
duplication, the following indebtedness, obligations and liabilities of such
Person: (i) indebtedness for borrowed money; (ii) all obligations of such Person
in respect of any guaranty; (iii) all obligations of such Person in respect of
any Capital Lease, (iv) all obligations, indebtedness and liabilities secured by
any lien or any security interest on any property or assets of such Person, but
only to the extent so secured; and (v) all preferred stock of such Person which
is subject, at the time of calculation of Indebtedness, to a mandatory
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redemption requirement, valued at the greater of its involuntary redemption
price or liquidation preference plus accrued and unpaid dividends, and all
extensions, renewals, modifications and amendments thereto.

"Interest Coverage Ratio" means for any period the ratio of (a) Borrower's
consolidated net income after taxes for such period (excluding Borrower's after
tax gains or losses on the sale of assets (other than the sale of Inventory in
the ordinary course of business) and excluding other after tax extraordinary
gains or losses), plus depreciation and amortization deducted in determining net
income for such period, plus interest expense for such period to (b) interest
expense for such period, all as determined on a consolidated basis in accordance
with GAAP. For any period during fiscal 2004 only, net income after taxes of
Borrower for such period shall also exclude non-cash charges relating to the
issuance of the Loan and warrants.

"Investment" in any Person shall mean any investment, whether by means of
share purchase, 1loan, advance, capital contribution or otherwise, in or to such
Person, the guaranty of any Indebtedness of such Person, or the subordination of
any claim against such Person to other Indebtedness of such Person; provided

however, that "Investment" shall not include (i) any demand deposits in a duly
chartered state or national bank or other cash equivalent investments, (ii) any
loans permitted by Section 6.12, or (iii) any acquisitions of equity in any

other Person.

"IRS Code" shall mean the Internal Revenue Code of 1986, as amended,
together with all rules and regulations issued thereunder.

"Lien" shall mean any lien, mortgage, security interest, tax lien, pledge,
encumbrance, conditional sale or title retention arrangement, or any other
interest in property designed to secure the repayment of Indebtedness, whether
arising by agreement or under any statute or law, or otherwise.

"Loan" shall mean the money lent to Borrower pursuant to this Agreement,
along with any accrued, unpaid interest thereon.

"Loan Closing" or "Loan Closing Date" shall mean the disbursement of Loan
funds, which shall occur within ten (10) days of the execution and delivery of
this Agreement.

"Loan Documents" shall mean this Agreement, the Debentures and any other
agreements or documents required to be executed or delivered by Borrower
pursuant to the terms of this Agreement (and any amendments or supplements

hereto or modifications hereof).

"Lock-Up Agreement" shall mean the "lock-up" agreements to be executed by
certain executive officers and principal shareholders of Borrower pursuant to
Section 5.19 of this Agreement.

"Material Adverse Effect" or "Material Adverse Change" shall mean (i) any
change, factor or event that shall (a) have a material adverse effect upon the
validity or enforceability of any Loan Documents, (b) have a material adverse
effect wupon the financial condition, results of operations, business,
properties, operations or assets of Borrower or its Subsidiaries, or (c) have a
material adverse effect upon the ability of Borrower to fulfill its obligations
under the Loan Documents, or (ii) any event that causes an Event of Default or
which, with notice or lapse of time or both, could reasonably be expected to
become an Event of Default.
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"Net Income" shall mean, for any Person for any period, net income of such
Person and its consolidated Subsidiaries for such period which would be
reflected in accordance with GAAP.

"Obligation" shall mean: (1) all present and future Indebtedness,
obligations and liabilities of Borrower to the Lender arising pursuant to this
Agreement, regardless of whether such Indebtedness, obligations and liabilities
are direct, indirect, fixed, contingent, joint, several, or joint and several;
(ii) all present and future Indebtedness, obligations and 1liabilities of
Borrower to the Lender arising pursuant to or represented by the Debentures and
all interest accruing thereon, and reasonable attorneys' fees incurred in the
enforcement or collection thereof; (iii) all present and future Indebtedness,
obligations and 1liabilities of Borrower and any Subsidiary evidenced by or
arising pursuant to any of the Loan Documents; (iv) all costs incurred by the
Lender or Agent including, but not limited to, reasonable attorneys' fees and
legal expenses related to this transaction; and (v) all renewals, extensions and
modifications of the indebtedness referred to in the foregoing clauses, or any
part thereof.

"Permits" shall have the meaning set forth in Section 4.16.

"Permitted Indebtedness" shall mean Indebtedness outstanding as of the
date hereof or incurred in compliance with Section 6.01 and the other terms of
this Agreement that constitutes (i) Senior Obligations, (ii) obligations under
Capital Leases, (iii) letters of credit, (iv) debt associated with Permitted
Liens, (v) Subordinated Debt, (vi) purchase money Indebtedness, (vi)
intercompany Indebtedness, (viii) Indebtedness under this Agreement or the
Debentures, and (ix) any refunding, refinancing or extension of any of the
above.

"Permitted Liens" shall mean: (i) Liens (if any) granted for the benefit
of the Lender; (ii) Liens to secure the Permitted Indebtedness; (iii) pledges or
deposits made to secure payment of worker's compensation insurance (or to
participate in any fund in connection with worker's compensation insurance),
unemployment insurance, pensions or social security programs; (iv) Liens imposed
by mandatory provisions of law such as for carriers', landlord's, materialmen's,
mechanics', warehousemen's, vendors' and other 1like Liens arising in the
ordinary course of business, securing Indebtedness whose payment is made within
30 days of the date such Lien arises, or that are being contested in good faith
by appropriate proceedings as to which adequate reserves have been established
to the extent required by GAAP; (v) Liens for taxes, assessments and
governmental charges or levies imposed wupon a Person or upon such Person's
income or profits or property, if the same are not yet due and payable or if the
same are being contested in good faith and as to which adequate cash reserves
have been provided or if an extension is obtained with respect thereto; (vi)
Liens arising from good faith deposits in connection with tenders, leases, bids
or contracts (other than contracts involving the borrowing of money), pledges or
deposits to secure public or statutory obligations and deposits to secure (or in
lieu of) surety, stay, appeal or customs bonds and deposits to secure the
payment of taxes, assessments, customs duties or other similar charges; (vii)
encumbrances consisting of zoning restrictions, easements, reservations,
licenses, covenants and other minor irregularities of title or other
restrictions on the use of real property (whether owned or leased), provided
that such items do not materially impair the intended use of such property, and
none of which is violated by Borrower's existing structures or land use; (viii)
mortgages, financing statements, equipment leases or other encumbrances incurred
in connection with the acquisition of property or equipment or the replacement
of existing property or equipment, provided that such liens shall be limited to
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the property or equipment then being acquired; (ix) Liens which secure Senior
Obligations approved by Lender; and (x) Liens listed in Schedule 4.05.

"Person" shall include an individual, a corporation, a joint wventure, a
general or limited partnership, a trust, an unincorporated organization or a
government or any agency or political subdivision thereof.

"Plan" shall mean an employee benefit plan or other plan maintained by
Borrower for employees of Borrower and/or any Subsidiaries and covered by Title
IV of ERISA, or subject to the minimum funding standards under Section 412 of
the IRS Code.

"Principal Amount" shall mean, as of any time, the then aggregate
outstanding face amount of the Debentures after any conversions or redemptions
and after giving effect to any installment payments received by the Lender.

"Registrable Securities" shall mean (a) the Common Stock issuable upon
Conversion of the Debentures and (b) any shares of Common Stock issued or
issuable upon the exercise of any warrant, right or other security that is
issued with respect to the Common Stock, by way of (i) a stock dividend; (ii)
any other distribution with respect to, or in exchange for, or in replacement of
Common Stock; (1iii) a stock split; and (iv) in connection with a combination of
shares, recapitalization, merger or consolidation excluding in all cases,
however, any Common Stock that is not a Restricted Security and any Registrable
Securities sold or transferred by a Person in a transaction in which the rights
under this Agreement are not assigned.

"Registrable Securities Then Outstanding" shall mean the Registrable
Securities then outstanding.

"Renaissance III" shall mean Renaissance Growth & Income Fund III, Inc., a
Texas corporation.

"RENN Group" shall mean RENN Capital Group, Inc., a Texas corporation.
"Restricted Security" shall mean a security that has not Dbeen (1)
registered under the 1933 Act or (ii) distributed to the public pursuant to Rule

144 (or any similar provisions that are in force) under the 1933 Act.

"RUSGIT" shall mean Renaissance US Growth Investment Trust PLC, a public
limited company registered in England and Wales.

"SEC" shall mean the Securities and Exchange Commission, or any other
federal agency at the time administering the 1933 Act and the 1934 Act.

"1933 Act" shall refer to the Securities Act of 1933, as amended, or any
similar federal statute and rules and regulations promulgated thereunder, all as

the same may be in effect from time to time.

"1934 Act" shall refer to the Securities Exchange Act of 1934, as amended,

or any similar federal
all as the same may be

"1940 Act" shall

statute and rules and regulations promulgated
in effect from time to time.

refer to the Investment Company Act of 1940,

thereunder,

as amended,

or any similar federal statute and rules and regulations promulgated thereunder,
all as the same may be in effect from time to time.
"Senior Documents" shall mean all loan documents evidencing the Senior
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Obligations, as each may now or hereafter be amended, modified, supplemented,
renewed or extended from time to time.

"Senior Obligations" shall mean one or more senior debt facilities
(including loans and other extensions of credit under the Senior Documents) with
banks or other institutional 1lenders providing for revolving credit loans, term
loans, asset-based secured loans, capital expenditure loans, or letters of
credit, or any other indebtedness senior to the Loan, as now existing or
hereafter incurred, and, in each case, as amended, restated, modified, renewed
or extended from time to time.

"Solvent" shall mean, with respect to any Person on a particular date,
that on such date: (i) the fair wvalue of the assets of such Person is greater
than the total amount of liabilities of such Person; (ii) the estimated present
fair salable value, 1in the ordinary course of business, of the assets of such

Person is not less than the amount that will be required to pay the probable
liability of such Person on its debts as they become absolute and matured; (iii)
such Person is able to realize wupon its assets and pay its debts and other
liabilities, contingent obligations and other commitments as they mature in the
normal course of Dbusiness; (iv) such Person does not intend to, and does not
believe that it will, incur debts or liabilities beyond such Person's ability to
pay as such debts and liabilities mature; and (v) such Person is not engaged in

business or a transaction, and 1s not about to engage 1in business or a
transaction, for which such Person's assets would constitute unreasonably small
capital after giving due consideration to the prevailing practice in the
industry in which such Person is engaged. In computing the amount of contingent
liabilities at any time, it is intended that such 1liabilities will be computed
at the amount which, 1in light of all the facts and circumstances existing at
such time, represents the amount that can reasonably be expected to become an

actual or matured liability.

"Subordinated Debt" shall mean any unsecured indebtedness of Borrower or
any Subsidiaries, now existing or hereafter incurred, which indebtedness is, by
its terms, Jjunior in right of repayment to the payment of the Debentures.

"Subsidiary" or "Subsidiaries" shall mean any or all corporations or
entities, whether now existing or hereafter acquired, of which over 50% the

Voting Shares or equity interests are owned, directly or indirectly, by
Borrower.

"Voting Shares" of any corporation shall mean shares of any class or
classes (however designated) having ordinary voting power for the election of at
least a majority of the members of the Board of Directors (or other governing
bodies) of such corporation, other than shares having such power only by reason
of the happening of a contingency.

SECTION 1.02 OTHER DEFINITION PROVISIONS.

(a) All terms defined in this Agreement shall have the above-defined
meanings when used in the Debentures or any other Loan Documents, certificate,
report or other document made or delivered pursuant to this Agreement, wunless
the context therein shall otherwise require.

(b) Defined terms used herein in the singular shall import the plural and
vice versa.

(c) The words "hereof," "herein," "hereunder" and similar terms, when used
in this Agreement, shall refer to this Agreement as a whole and not to any
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particular provision of this Agreement.

(d) References to financial statements and reports shall be deemed to be a
reference to such statements and reports prepared in accordance with GAAP.

(e) Accounting terms not specifically defined above in this Agreement
shall be construed in accordance with GAAP.

ARTICLE II. - LOAN PROVISIONS
SECTION 2.01 THE LOAN.
Subject to the terms and conditions of this Agreement, and the compliance
with such terms and conditions by all parties, Lender agrees to lend to

Borrower, and Borrower agrees to borrow from the Lender, the total Principal
Amount of up to Three Million Dollars ($3,000,000) as follows:

7
ENTITY AMOUNT

Renaissance Capital Growth & Income Fund III, Inc. $1,000,000
Renaissance US Growth Investment Trust PLC $1,000,000
BEFSUS Special Opportunities Trust PLC $1,000,000

(b) The Loan shall be disbursed at Loan Closing, subject to the conditions
provided hereunder, and shall be evidenced by the Debentures, 1in the Principal
Amount specified above. The Debentures shall be senior in right of payment to
all Indebtedness of the Company, other than Senior Obligations approved by the
Lender.

(c) Unless otherwise mutually agreed, the Loan Closing shall be at the
offices of RENN Group, 8080 N. Central Expressway, Suite 210, Dallas, Texas.

SECTION 2.02 USE OF PROCEEDS.
(a) Borrower intends to use the Loan proceeds for working capital.

(b) Borrower hereby acknowledges that the proceeds from the Loan shall be
of benefit to Borrower for the growth of its business by providing capital,
which will provide additional opportunities for Borrower.

SECTION 2.03 INTEREST RATE AND INTEREST PAYMENTS.

Interest on the Principal Amount outstanding from time to time shall
accrue at the rate of 7.00% per annum, with the first installment of accrued,
unpaid interest being due and payable on April 1, 2004 and subsequent payments
of accrued, unpaid interest being due and payable on the first day of each month
thereafter. Overdue principal and interest on the Debentures shall bear interest
at the maximum rate permitted by applicable law. Interest on the Principal
Amount of the Debentures shall be calculated, from time to time, on the basis of
the actual days elapsed in a year consisting of 365 days.

SECTION 2.04 MATURITY.

If not sooner redeemed or converted, the Debentures shall mature on
February 27, 2011, at which time all the remaining wunpaid principal, interest
and any other charges then due under this Agreement shall be due and payable in
full. The Debentures shall be prepaid pro rata with any prepayments of
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Indebtedness, other than Senior Obligations.
SECTION 2.05 MANDATORY PRINCIPAL REPAYMENT.

The Debentures shall be subject to mandatory principal repayment as
provided in the Debentures.

SECTION 2.06 REDEMPTION.

The Debentures shall be subject to redemption as provided 1in the
Debentures.

SECTION 2.07 CONVERSION.

The Debentures shall be subject to conversion as provided 1in the
Debentures.

SECTION 2.08 FEES AND EXPENSES.

Upon Loan Closing, Borrower shall pay at Loan Closing to Agent, or at its
direction, the Closing Fee and Closing Expense Fee and shall have previously
paid the Commitment Fee and Due Diligence Fee, all as set forth in the
preliminary terms letter between the Borrower and RENN Group.

SECTION 2.09 FINDER'S FEES.

Borrower represents to the Lender that, except as set forth in Schedule
2.09, no placement fees, commissions, brokerage or finder's fees were incurred
by Borrower in connection with this Agreement or the Debentures. Borrower shall
be responsible for the payment of all such placement fees, commissions,
brokerage or finder's fees.

SECTION 2.10 TAXES.

(a) The Debentures shall be convertible into shares of Common Stock and on

such terms as are stated in the Debentures. Such conversion shall be made
without deduction for any present or future taxes, duties, charges or
withholdings, (excluding, 1in the case of the Lender, any foreign taxes, any
federal, state or local income taxes and any franchise taxes or taxes imposed
upon it by the jurisdiction, or any political subdivision thereof, under which
the Lender is organized or are qualified to do business), and all liabilities
with respect thereto (herein "Taxes") shall be paid by Borrower. If Borrower
shall be required by law to deduct any Taxes for which Borrower is responsible
under the preceding sentence from any sum payable hereunder to the Lender: (1)

the sum payable shall be increased so that after making all required deductions,
the Lender shall receive an amount equal to the sum it would have received had
no such deductions been made; (ii) Borrower shall make such deductions; and
(iii) Borrower shall pay the full amount deducted to the relevant taxing
authority or other authority in accordance with applicable law. Borrower shall
be entitled to any refunds or returns from any such taxing authority.

(b) Except as otherwise set forth in this Agreement or the other Loan
Documents, Borrower shall pay any present or future stamp or documentary taxes
or any other excise or property taxes, charges or similar levies which arise
from any payment made hereunder or under the Loan Documents or from the
execution, delivery or registration of, or otherwise with respect to, this
Agreement or the other Loan Documents (hereinafter referred to as "Other
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Taxes") .

(c) Borrower shall indemnify the Lender for the full amount of Taxes and
Other Taxes reasonably paid by the Lender or any liability (including any
penalties or interest assessed because of Borrower's defaults) arising therefrom
or with respect thereto, whether or not such Taxes or Other Taxes were correctly
or legally asserted. This indemnification shall be made within thirty (30) days
from the date the Lender makes written demand therefor. The Lender shall
subrogate any and all rights and claims relating to such Taxes and Other Taxes
to Borrower upon payment of said indemnification.

(d) Without prejudice to the survival of any other agreement of Borrower
hereunder, the agreements and obligations of Borrower in this Section 2.09 shall
survive the payment 1in full of the Obligation.

(e) Borrower shall have no liability or obligation with respect to taxes
on income recognized by the Lender with respect to the Debentures.

SECTION 2.11 SECURITY AGREEMENT.

The due and prompt performance of the obligations of Borrower to the
Lender under the Loan Agreement and the Debentures shall be secured by all
tangible and intangible assets of Borrower and shall be evidenced by a Security
Agreement executed among the Lender and the Agent of the Borrower. A financing
statement shall be executed in favor of the Lender and Agent by Borrower.

ARTICLE III. - CONDITIONS PRECEDENT
SECTION 3.01 PRE-CLOSING CONDITIONS.

The obligation of the Lender to advance funds at the Loan Closing Date
hereof is subject to the condition precedent that, on or before the date of such
advance, the Lender shall have received the following:

(f) Loan Agreement. Duly executed Loan Agreement from Borrower and the
Company, which shall be in form and substance satisfactory to Lender and its
counsel.

(g) Debentures. Three duly executed Debentures from Borrower evidencing
the Loan, all of which shall be in form and substance acceptable to the Lender
and its counsel.

(h) Security Agreements. Duly executed Security Agreements from Borrower
and the Company, which shall be in form and substance acceptable to the Lender
and its counsel.

(1) Guaranty Agreement. Duly executed Guaranty Agreement from the Company,
which shall be in form and substance acceptable to the Lender and its counsel.

(j) CEO's Certificate. A certificate signed by the chief executive officer
of Borrower, in his capacity as such, and dated as of the Loan Closing Date
stating that, to the best knowledge and belief of such officer, after reasonable
and due investigation and review of matters pertinent to the subject matter of

such certificate: (1) all of the representations and warranties contained in
Article IV hereof and the other Loan Documents are true and correct in all
material respects as of the Loan Closing Date; and (ii) no event has occurred
and is continuing, or would result from the Loan, which constitutes, or with
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notice or lapse of time or both would constitute, a Default or an Event of
Default.

(k) Secretary's Certificates. A signed certificate of the Secretary of
Borrower which shall certify (i) copies of the Articles of Incorporation (or

other organizational document) of Borrower and all amendments thereto, certified
by the Secretary of State of the state of incorporation (or other appropriate
authority) and dated within ten (10) days prior to Loan Closing, (ii) a copy of
the Bylaws of Borrower and all amendments thereto certified by the Secretary of
Borrower as of the date of such certification; (iii) copies of resolutions, as
adopted by Borrower's Board of Directors, approving the execution, delivery and
performance, as applicable, of this Agreement, the Debentures, the Security
Agreements, the Guaranty and the other Loan Documents, including the
transactions contemplated herein, stating that such resolutions have been duly
adopted, are true and correct, have not been altered or repealed and are in full
force and effect; (iv) certificates of good standing (or other similar
instrument) for Borrower issued by the appropriate official of the state of
incorporation of Borrower and certificates of qualification and good standing
for Borrower issued by the appropriate official of each of the states for which
Borrower is required to be qualified to do business as a foreign corporation,

dated within ten (10) days prior to Loan Closing; and (v) the names of the
officers of Borrower authorized to sign the Loan Documents to be executed by
such officer, together with the true signatures of each such officer. It is

herewith stipulated and agreed that the Lender may thereafter rely conclusively
on the wvalidity of this certificate as a representation of the officers of
Borrower duly authorized to act with respect to the Loan Documents until such
time as the Lender shall receive a further certificate of the Secretary or
Assistant Secretary of Borrower canceling or amending the prior certificate and
submitting the signatures of the officers thereupon authorized in such further
certificate.

10

(1) Legal Opinions. A legal opinion from counsel to Borrower in form and
substance satisfactory to Lender and its counsel.

(m) "Lock-Up" Agreements. "Lock-Up" Agreements, in form and substance
satisfactory to the Lender and its counsel.

(n) No Litigation.

(i) No 1litigation, investigation or ©proceeding Dbefore or by any
arbitrator or Governmental Body shall be continuing or threatened against
Borrower or against the officers or directors of Borrower (A) in connection with
this Agreement, the Other Documents or any of the transactions contemplated
thereby and which, in the reasonable opinion of Agent, is deemed material or (B)
which could, in the reasonable opinion of Agent, have a Material Adverse Effect;
and

(ii) no injunction, writ, restraining order or other order of any
nature materially adverse to Borrower or the conduct of its Dbusiness or
inconsistent with the due consummation of the Transactions shall have been
issued by any Governmental Body.

(0) Fees. Agent shall have received payment of the Commitment Fee, Closing
Fee, Closing Expense Fee, Due Diligence Fee and any other fees payable to Agent

and Lenders on or prior to the Closing Date hereunder.

(p) Consents. Agent 