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1stPALM FINANCIAL, INC.
SERIES B PREFERRED STOCK

I, The name of {his Corporation is 1stPalm Financial, Inc, {the “Corporation™).

IL Articles of Amendment were duly adopted by the Corporation’s Board of Directors on
August 7, 2002 creating a series of preferred stock of the Corporation known as the
Serics B Preferred Stock. On November 26, 2002, the Corporation®s Board of Direclors
daly adopied amendments to such Articles of Amengdment in the form of these Articles of
Amendment.

HI.  Sharcholder approval of these Articles of Amendment was oblained from the holdets of
the Corpotation's Common Stock, Series A Preforred Stock, and Series B Preforred Siock
on November 26, 2002. The number of votes casi in favor thercof was sufficient for
approval by each such voting group,

1V,  Thesc Articles of Amendment amend the provisions of the Articles designating the Series
B of Preferred Stock as follows:

The shares of Series B Preforred Stock (the “Series B Preferred Stock™) shall consist of Two
Million (2,000,000) sharcs, $.01 par value per share. A staiement of the relative powers,
dividends, prefercnces, rights, qualifications, limitations and resirictions of the Series B
Preferred Stock which statement replaces the prior statement in ils entirety, is as follows:

1. Dividends.

(a) The holders of the Series B Preforred Stock shall be catitled to receive
when, as and if declared by the Board of Directors dividends in cash equal to $.08 per share per
annum for the period July 1, 2003 through June 30, 2006, and at $.10 per annom thereafter until
the Scries B Preferred Stock is redeemed or called. Dividends are payable semi-annually in
arrears on January 31 and July 31 in respect of the prior semi-annual period with the first
payment of $0.04 pec share payable on January 31, 2004 (unless any such daie is not a business
day, in which case on the next subsequent business day). Any unpaid dividends shall acerue on
the sharcs of Series B Preferred Stock and be cumulative from and afier the date such dividends
became payable, The dividend amount specified above shall be equilably adjusted for any
combinations, consolidations, recapitalization, stock splits, stock dividends and the like. So long
as any share of Series B Preferred Stock remains outstanding, no dividends shall be paid upon, or
declared or set part for, the Common Slock or any other class of capital siaek of the Corporation
ranking junior to the Scrics B Preferred Stock with respect to payment of dividends or rights on
liquidation {the Common Stock and any other class of capital slock of the Corporation ranking
Jjunior to the Secries B Preferred Stock being collectively referred 1o as “Junior Sccuriiies™),
unless and untit all accrued and unpaid dividends on the then outstanding shares of the Soties B
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Preforred Stock: for all past periods shall have been or concurrently shall be paid. All dividends
on shares of Scrigs B Preferred Stock, any Special Dividends on Series A Preferred Stock, and
any dividends or other distributiona on shares of stock ranking pari passu with the Serics B
Preferred Stock shall be declared pro rata, so that the amount of Special Dividends declared and
dividends declared on such other shares of pari passu slock for the same dividend period or the
dividend period for Series B Preferred Stock ending within the dividend period of such other
stock shall, in all cases, bear to cach other the same ratio that accrued dividends on the Series B
Preferred Stock and accrued dividends on such other stock bear to each other. In the event any
Scries B Preferrcd Stock is converied into Commeon Siock, the Corporation shall within 60 days
at its option (i) pay to the holder in cash any acerued but unpaid dividends through the
conversion date or (i) deliver to tho holder a certificaie for the number of shares of Common
Stock of the Corporation determined by dividing the amount of the acerued but unpaid dividends
through the conversion date by the Conversion Price (as hereinafter defined on the conversion
date),

()  The holders of the shares of Common Stock shall be entitled 10 dividends
when, as, and if declared by the Board of Directors, pro rata among the holders thereof bascd
upon the number of shares of Common Stock held by such holder, subject to the dividend
preferences set forth above for the Series B Preferred Stock and any olher class of stock ranking
pari passu with the Serics B Preferred Stock as to the payment of dividends.

2. No Veting Rights, Pxcept as required by law or otherwise expressly slated
herein, the holders of the Series B Preferred Stock shall not be entitled to vote on any maiter

3. Liguidation Preference. L

{a) Series B Preferred Stock. Upon the occurrence of a Liquidating BEvent (as
defined below), whether volantary or involuntary, the holders of the Series B Preferred Stock
shall be entitled to reecive, out of the assets of the Corporation available for distribution to its
shareholders or from the proceeds from 2 sale or merger, as applicable, prior to and in preference
to any payment or distribution rmade in respect of the Corporation’s Junior Securities, One Dollar
($1.00) in cash, securities or oiher property for each sharc of Series B Preferred Stock {together
with all accrued and unpaid dividends thercon) (the “Series B Liguidation Preferonce™). The
amount of the Scrics B Liquidation Preference shall be equitably adjusted for any combinations,
consolidations, rceapitalizalions, stock splits, stock dividends and the like. If, upon such
Liguidating Event, the assets dis{ributable to the holders of the Series B Preferred Stock (and any
other scrics of preferred stock ranking pari passu in liquidation with the Series B Prefcrred
Stock) shall be insufficient 10 permit the payment in full of the Series B Liquidation Preference
and the pari passu liquidation preference of such other serics, the assets of the Corporation shail
be disiributed to the holders of the Series B Preferred Stock and the holders of such other serics
ralably based upon the amount of the pari passu Hquidation preference of cach such series until
the holders shall have rececived the full amount to which they would ethorwise be entitled. Ifthe
assets of ihe Corporation are sufficient to permit the payment of the Series B Liguidation
Preference to the holders of the Series B Preforred Stock and the parl passu liquidation
preference of such other series, the remainder of the assets of the Cotporation, if any, shall be
disteibuled and divided as provided for in Section 2(b), The Series B Liquidation Preference is
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pari passu with the Serles A Liquidation Preference of the Corporation’s Series A Preferred
Stock.
(t)  Other Disiribylions. Any assets of the Corporation remaining afier the
payments specified in Section 2(a) above shall be distributed (after payment of the liguidation
rea preference of any preferred stock which is junior in lquidation preference to the Series B
Preferred Stock)} with respect to the outstanding shares of Common Stock pro rata.
i {c) Valuation of Securities. For purposcs of this Section 2, if any asset

distributed to sharcholders upon the occurrence of any Liquidating Event consisls of securities or
property other than cash, the value of such distribution shall be deemed to be the fair market

o value thereof al the time of such distribution, as determined in good faith by the Board of
Directors of the Corporation. Any securities to be delivered pursuant to this Seclion 2 shall be
valued as follows:

() Securiiies not subject to investment letter or other similae
resirictions on free marketability covered by Section 2{c)(ii} hercof shall be
m~ valued at the Market Price (as defined below); and

(i)  Becurities subject to investment letter or other restrictions on fioe

"~ marketability (other than restrictions arising solely by virtue of a stockholder’s
status as an affiliate ox former affiliate) shall be valoed at the appropriate discount

from the Market Price, as rcasonably determined by the Board of Directors in

e good faith, 1o reflect the adjusted fair market value thereof.
For purposes of this Statement, “Market Price” of any sccurity mcans the average of the closing
e prices of such security’s sales on the principal securities exchanges on which such security may

at the time be listed, or, if there has been no sales on any such exchange on auny day, the averape

of the highest bid and lowest asked prices on all such exchanges ai the end of such day, or, if on
oo any day such security is not so listed the average of the representative bid and asked prices

quoted in the NASDAQ System as of 4:00 p.m,, New York time, or, if on any day sach security

ia not quoted in the NASDAQ System, the average of the highest bid and lowest asked prices on
™ such day in the domestic over-the-counier market as reported by the Natiopal Quotation Bureaw,
Incorpotated, or any similar successor organization, in cach such case averaged over a period of
live days ending on the day prior to such day. If at any time such securily is not listed on any
sccuritics exchange or quoted in the NASDAQ System or the over-the-counter market, the
Markat Price shall be the fair value thereof determined in good faith by the Corporation’s Board
of Direclors.

{(d) Liguidaling Event. Any of the following shall be considered a
*“1agquidating Event.” and shall entifle the holders of the Series B Preferred Stock to receive in
cash, securities or other property, the Scries B Liquidation Preference (valued as provided in
Seciion 2(c) above):

- ) any liquidation, dissolution or winding up of the Corporation;

(ii) any merger, combination or eonsolidation of the Corporation with
o or inio any other corporation, cntity or person, or any othcr corporate

~ 3 H02000233419 9
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reorganizaiion, in which the shareholders of the Corporation immediately prior to
such merger, combination, consolidation or reorganization own less than 50% of
the Corporation’s voting power immediately after such merger, combination,
consolidation or reorganization (but excluding the futurc issuance of securities by
the Corporation); or

(lii) a sale, leasc or other disposition of alt or substsntially all the
Corporation’s asscts unless such transaciion is part of a financing arrangement;

provided, however, that if the holders of a majority of the shares of Series B Preferred Stock so
clect by giving written notice to the holders or the Corporation, as applicable, before the
clfective date of a transaction that would otherwise be a Liquidating Event as defined herein,
such trangaction shall not be deemed a Liquidating Event.

{e) Natige of Liguidating Event, The Corporation shall give to cach holder of
Serics B Preferred Stock at least thirty (30) days prior wrillen nolice of any Liguidating Event by
delivery of such notice via first-class mail, postago prepaid, at the holder’s address as set forth in
the records of the Corporation.

(9] QOther Redemptions,  Nothing set forth herein shall prohibit the
Corporation from redeeming any shares of another series of Preforred Siock that is senior to the
Scrics B Proferred Stock prior to the occwrrence of a Liquidating Event.

4, Redemption,
(a) Call and Redemplion of Serjies B Preferred Stock. The Corporation may,

as of or afier the carlier of June 30, 2005 or the occurrence of a “Change of Control™ or a
recapitalization (the “Redempijon Eligibility Date™), call for the redemplion and repurchase of
any and/or all shares of Series B Preferred Siock for a purchase price equal to $1.00 per share
plus accrued and unpaid dividends (the “Serjes B Redemption Pricg™). A “Change of Control”
means the issnance by the Corporation of securitics in a {ramsaction that resulis in {he
sharcholders of the Corporation immediately before the transaction owning less than fifly percent
(50%) of the voting power of the Corporation immediately following the transaclion. The
amount of the Series B Redemption Price shall be cquitably adjusted for any combinalions,
consolidations, recapitalizations, stock splits, stock dividends and the like. If less than all the
shares of Serics B Prelerred Stock are to be rodeemed, the shares shall be selecled for
redemption as noarly as practicable pro rata among the holders thereof. The Corporation shall
call as of June 30, 2009, and may call at any other time, all outstanding shares of Scrics B
Preferred Stock for redemption and repurchase for a purchase ptice per share equal to the Series
B Redemption Price.  Such redempiion and repurchase ghall be made from funds legally
available for such purpose and which are not ctherwise restricted.

(b) Notice of Redemplion, At least thirty (30) but not more that sixty (60)
days prior fo the redemption of any shares of Seties B Preferred Stock pursnant to this Scction 4,
the Corpotation shall transmit notice (the “Redemption Notico™) by way of firsi-class mail,
postage prepaid, 1o each holder of record of sharss of Series B Preferred Siock to be redeamed
pursuant to this Scclion 4, at the holder’s address set forth in the records of the Corporation.

4 H02000233419 9
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Such notice shall state the date fixed for redemption (the “Redemption Daje™), the location at

which such holder(s) shall surrender their Scrics B Preferred Stock certificates and at which the

™ Corporaiion shall pay the Scrics B Redemption Prce. On the Redemption Date, each holder of
shares of Series B Preferrcd Stock called for redemption shall surrcnder the certificate or
ceriificates svidencing such shares to the Corporation at the place designated in such notice in
exchange for payment of the Serics B Redemplion Price. Such certificates, shall be praperly
stamped for transfer and duly endorsed in blank or accompanied by proper instruments of
assignment and transfer thereof duly exccuted in blank. If any holder of Series B Preferred
Stock shall fail to tender ita share of Series B Preferred Stock as provided above, the Corporation

* shall have the right to cancel such shares upon its books and to pay such holder the Series B
Redemptlion Price for such shares. Any such cancelled shares shall for all purposes be

- considered to have been redeemed as provided herein.
() Pavment of Sexics B Redemption Price. Payment of the Redemption Pricc
- shall be made in immediately available funds.
3. Conversion of Series B Preferred Stock.
o

{a} Conversion. Subject 1o and in compliance with the provisions of this
Section 5, any shares of the Series B Preferred Stock, at the option of the holder(s) thercof, may
s at any time after the Conversion Bligibility Date and prior to the Redemption Date be converled
into that number of fully paid and nonassessable shares {determined without regard {o fractional
shares) of Common Siock determined by multiplying the number of shares of Series B Preforred
Stock to be converted limes the Series B Liquidation Preference (determined by excluding
accrued but unpaid dividends) and then dividing by the Conversion Price (as de(ined below) then
in effect. The Converslon Eligibility Date is the earlier of (A) the date that both of Ann Mackey
and Philip Laren shall no lenger be employed by, or otherwise be available to render
management scrvices to or on behalf of, the Corporalion or its affiliatcs or (B) the end of the
third consecutive calendar year that the Corporation fails to achieve pre-tax income of
$1,945,000 in 2003, $2,408,00 in 2004, $2,959,000 in 2005, $3,658,000 in 2006 or $4,511,000 in
2007. Pre tax incomc shall be determined by Generally Accepted Accounling Principles in
effect at July 15, 2002, The income statement effect of accounting for stock options will be
excluded from the determination of pre-tax income for this purpose, Should less than 2,600,000
shares of Series B Preferred Stock be issued, the pre-tax income thresholds for determining
conversion eligibility shall be adjusted to the equivalent pre-tax retum on equity of 32%
caloulaied by multiplying the shareholders® equity on January 1 of the applicable year by .32.

e

- {(b)  Conversion Price. The initial conversion pricc per share of Scrics B
Preferred Stock (the “Conversion Prige™) shall be $1.15- 3/4 subject to adjusiment as hercinafter
provided.

{1 If and whenever the Corporation issues or sclls, or in accordance
with Section 5({c) below is deemed to have issued or sold, any shares of Common
Siock for a consideration per share Tess than the Conversion Price in effect
tmumediately prior to the time of such issue or sale, then immediately upon such
issue or sale or decemed issue or sale the Conversion Price shall be reduced to the
Conversion Price determined by dividing (2) the sum of (i) the produet derived by

o 5 F102000233419 9
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multiplying the Conversion Price in effect immediately prior to such issue or sale
by the number of shares of Common Biock Deemed Ouistanding (as defined
below) immediately prior 1o such issue or sale, plus (ii) the consideration, if any,
received by {he Corporation upon such issue or sale, by (b) ihe number of shares
of Common Slock Deemed QOuistanding immediately after such issue or sale.
“Commeon Stock Deerged Qutstanding” means, at any given time, the number of
shares of Common Stock actually outstanding at such time, plus the number of
shares of Common Stock deemed to be outstanding assuming cxercise and/or
conversion of the Corporation’s Options (as defined below) and Convertible
Securities (as defined below), whether or not such Options or Converlible
Sceuritics are actually cxercisable at snch time.

(ii) Notwithstanding any provision of this Scction 5, there shall be no
adjustment to the Conversion Price hereunder with respect to (A4) the issuance or
deemed issuance shares or options to purchasc sharcs of the Corporation’s
Common Stock to employecs, officers, directors, agents, represeniatives and
consultants of the Corporation and its subsidiaries pursuamt to stock incentive
plans or arrangements approved by the Comoration’s Board of Direciors not o
cxceed in the aggregate 10% of the outstanding Common Stock determined on a
fully diluted basis {other than ouistanding options issued under this Section
S5{B)(i1)(A) and excluding outstanding securitics not then presently convertible
into Common Stock); (B) the issuance of up to 2,000,000 shares of Scries A
Preferred Stock or up to 2,000,000 shares of Serics B Preferred Stock or the
issuance of Common Stock upon conversion of Series A Preferred Stock or Series
B Preferred Sitock, (C) any adjustment to the Converston Price of the Series A
Preferred Stock and (D) the issuance of shares pursuant to outsianding Options
and stock nurchase agreements listed on Schedule A.

{©) W@W For purposes of defermin-

ing the adjusted Conversion Price under Section 5(b) above, the following shalt be applicable:

00£.242580.3

(i)  Issuance of Rights or Options. If the Corporation in any manner

grants or sells any rights, warrants or options o subscribe for or purchase
Commeon Stock or Convertible Securitics {as defined below) (“Qpiiong™) and the
pricc per share for which Common Stock is issuable upon the exercise of such
Options, or upon conversion or exchange of any stock or securities directly or
indirectly convertible into or exchangeable for Common Stock (“Converlible
Sccuritics™) issuable upon cxercise of such Options, Is less than the Conversion
Price in effect immediately prior to the time of {he granling or sale of such
Options, then the total maximum number of shares of Common Siock issuable
vpon the cxorcisc of such Options or upon conversion or exchange of the {otal
maximum amount of such Convertible Securities issnable upon the exerciso of
such Options shatl be deemed to be outstanding and to have been issued and sold
by ihe Corporation at the time of ithe prapling or sale of such Options for such
price per share, For purposes of ilis paragraph the “price per share for which
Common Stock is issuable” shall be determined by dividing (A) the total amount,
if any, received or receivable by the Corporation as consideration for the granting

s HO02000233419 9
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or sale of such Options, plus the aggregate amount of addiiional consideration
payable to the Corporation upon exercise of all such Options, plus in the case of
such Options which are exercisable for Convertible Securitics, the aggrepate
amount of additional consideration, if any, payable to the Corporation upon the
issuance or sale of such Convertible Secerities and the conversion or cxchange
thereof, by (B} the total number of shares of Common Siock issuable upon the
exercise of such Options or upon the conversion or exchange of all such
Convertible Securities issuable wpon the exercise of such Options. No further
adjustment of the Conversion Price shall be made when Convertible Securilies are
actually issued upon the cxercise of such Options or when Cominon Stock is
actually issued upon the exercisc of such Options or the conversion or exchange
of such Convertible Securitics.

(i)  Issuance of Convertible Securitisg. If the Corporation in any

mamner issucs or sells any Converiible Securitics and the price per share for
which Commen Stock is Issuable upon conversion or cxchange thereof is less
than the Conversion Price in effect immediately prior to the lime of such issuc or
sale, then the number of shares of Common Stock issuable upon conversion or
exchange of such Convertible Sccurities shall be deemed to be ouistanding and to
have boen issued and sold by the Corporation at the time of the issuance or sale of
such Convertible Securities for such price per share. For the purposes of this
paragraph, the “price per share for which Common Stock is issuable” shall be
determined by dividing (A) the total amount received or receivable by the
Corporation as consideration for the issue or sale of such Convertible Securitics,
plus the aggregate amount of additional consideration, if any, payable to the
Corporation upon the conversion or exchange thereof, by {B) the total number of
shares of Common Stock issuable upon the conversion or exchange of all such
Counvertible Securities. No further adjustment of the Conversion Price shall he
made when Common Stock is actually issued upon the conversion or exchange of
such Converiible Securities, and if any such issue or sale of such Converiible
Securitics is made upon exercise of any Options for which adjustments of the
Conversion Price had been or are to be made pursuani to other provisions of this
Section 5, no further adjustment of the Conversion Price shall be made by reason
of such issuc or szle,

(i)  Change in Qptions Price or Conversion Rate. If the purchasc price

provided for in any Options, the additional congideration, if any, payable upon the
conversion or exchange of any Convertible Secarities or the rale al which any
Converlible Securities arc convertible inio or exchangesble for Common Stock
changes at any time, the Conversion Price in effect at the time of such change
shall be immediately adjusted to the Conversion Price which would have been in
effect at such timie had such Options or Convertible Securities still outstanding
provided for such changed purchase price, additional consideration or conversion
rate, as the casc may be, at the time initially granied, issued or sold.

(iv) Treatment of Expired Options apd Upexercised Convertible

Secyrities. Upon the expiration of any Options or the termination of any right to

F102000233419 9
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convert or exchange any Convertible Securities without the exercise of any such
Options or rights, the conversion Price then in effect herevnder shall be adjusted
immediatcly to the Conversion Price which would have been in cffect at the thme
of such expiration or termination had such Options or Convertible Securities, to
the extent outstanding immediately prior to such expiration or termination, never
been issued.

(v)  Calewlalion of Consideratjion Recejved. If any Common Stock,

Options or Convertible Securities are issued or sold or decmed to have been
issued or sold for cash, the consideration received thercforo shall be deemed io be
the amount received by the Corporation therefor (defermiined prior to any
dlzcounts, commissions and related expenses). If any Common Stock, Options or
Convertible Securities are igsued or sold for a consideration other than cash, the
amount of the consideration other than cash received by the Corporation shall be
the fair value of such consideration, except where such consideration consists of
securitics, in which case the amount of consideration received by the Corporation
ghall be the Market Price thereof as of the date of receipt (in each case dotermined
prior (o any discounts, commissions and related expenses). If any Common
Stock, Oplions or Convertible Securitics arc issued to the owners of the non-
surviving ¢ntity in connection with any merger in which the Corporation is the
surviving corporation, the amount of constderation therefor shall be deemed (o be
the fair value of such porlion of the net assets and busincss of the non-surviving
cntity as is attributable to such Common Stock, Options or Convertible Securities,
as the casc may be. The fair value of any consideration other than cash and
scouritics shall bo determined in good faith by the Corporation’s Board of
Dircetors.

(vi) Iniegrated Transactions. In case any Options are issued in

connection with the issue or sale of other securitics of the Corporation, together
comprising one integrated transaction in which no specific considcration is
allocated to such Options by the parties therelo, the Options shall be deemed to
have been issued for such consideration ag shall be determined in pood failh by
the Corporation’s Board of Dircciors,

(vii) Treasury Shares. The number of sharcs of Common Stock
outstanding at any given time shall not include shares owned or held by or for the
account of the Corporation or any subsidiary, and {he disposition of any sharcs so
owned or held shall be considered an issue or sale of Common Stock,

(viii) Record Date. If the Corporation takes a record of the holders of
Common Stock for the purpose of entitling them (A) to receive a dividend or
other distribution payable in Common Siock, Options or Convertible Securities,
or {B) to subscribe for or purchase Common Stock, Options or in Converlible
Securities, then such record date shall be deeined to be the date of the issuance or
sale of the shares of Common Stock deemed to have been issued or sold upon the
declaration of such dividend or upon the making of such other distribution or the
date of the granting of such right of subscription or purchase, as the case may be,

8 HO2000233419 9
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(ix) Waiver of Adiustment. Notwithstanding anything to the contrary

contained herein, there shall be no adjustment pursuant to this Section S(c):

(A) if prior to the issuance of Common Stock, Options or
Converlible Securities, the Corporation receives written notice from the
holders of a majority of the then outstanding shares of Series B Preferred
Stock agreeing that no such adjustment shall be made as the result of such
issuance; or

(B)  with respect to sharss of Common Stock issued, deemed
issued or issuable (1) as a dividend or distribution on Scrics B Preferred
Stock or (2) by rcason of a dividend, stock split, split-up or other
distribution on shares of Common Stock deseribed in the foregoing clause

(1.
(d) Subdivision or Combination of Common Stock, In the event that the

Corporalion at any time or from time to time shall declare or pay any dividend on the Common
Stock payable in Comumon Stock or in any right to acquire Common Stock, or shall effect a
subdivision of the outstanding shares of Common Stock into a greater number of shares of
Common Stock (by stock split, reclassification or otherwise), or in (he event the outstanding
ghares of Common Stock shall be combined or consolidated, by reclassification, reverse stock
split or otherwise, into a lesser mumber of shares of Common Stock, then the Conversion Price in
cffect immediately prior to such event shall, concurrently with the effectiveness of such event, be
proportionately decrcased or increased, as appropriate.

()  Extraordinary Byeni, Prior to the consummation of any Exiraordinary
Event (as defined below), the Corporation shall make appropriate provisions to ensure that cach
of the holders of Series B Preferred Stock shall (hereafier have the right to acquire and receive,
upon the conversion of such holder’s Series B Preferred Stock, such shares of stock, securities or
assets as such holder would have rcceived in connection with such Exiraordinary Event if such
holder had converted its Series B Preferrcd Stock immediately prior to such Extraordinary Event.
For purposes of this Section 5, “Extraordinary Event” means the occurrence or consummnzation of
a transaclion or series of related transactions resulting in: (i) & merger, consolidation, sale or
rcorganization in which the Corporation or any of its subsidiarics is not the surviving
corporation; or (ii) a sale, lease or exchange, directly or indircctly, of atl or substantially all of
the property and asscts of the Comporation, not in the ordinary course of business.

() Conversion Procedurs.

()] Excepl as otherwise provided bierein, each conversion of Series B
Preferred Stock shall be deemed to have been effected as of the close of business
on the date on which the share certificate{s) evidencing the shares of Scrics B
Preferred Siock to be converted are surrendered to the Corporation at its principat
office. At ihe time any such conversion has been effected, the rights of the holder
of the sharcs converted as a holder of Series B Preferred Stock shall cease and the
person or persons in whose name or names any certificate or certificates for
shares of Common Stock are to be issued upon such conversion shall be deemed
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to have become the holder or holders of tecord of the shares of Common Stock
represented thereby.

(i}  Noiwithsianding any other provision hereof, if a conversion of
Scrics B Preferred Stock is {o be made in conmection with an Extraordinary Event
or any other (ransaction effecting the Corporation or any holder of Series B
Preferred Stock to the extent provided herein, the conversion of any sharcs of
Series B Preferred Stock may, at the clection of the holder thereof, be conditioned
upon the consummation of such fransaction, in which case such conversion shall
be deemed to be cffocctive jmmediately prior to the consummation of such
fransaction. :

(iii) Promptly after a conversion has been effected, the Corporation
shall deliver 1o the converting holder a certificate or certificates representing the
number of shares of Common $tock issuable by reason of such conversion in sucl
name or nemes and such denomination or denominations as the governing holder
has specified.

(iv)  The issuance of certificates for shares of Common Stock upon
conversion of Scrics B Preferred Stock shall be made without charpe to the
holders of such Scrics B Preferred Stock for any issuance (ax in respect thorcof
{so long as such ccriificales are issued in the name of the record holdor of such
Series B Preferred Stock) or other cost incurred by the Corporation in connection
with such conversion and the related issuance of shares of Common Stock, Upon
conversion of each share of Series B Preferred Stock, the Corporation shall take
all such actions as are necessary in order to ensure that the Common Siock
issuable with respect to such conversion shall be validly issued, thlly patd and
nonassessable, free and clear of all taxes (olther than any taxes related to any
dividends paid with respect therelo or transfer taxes), liems, charges and
encumbrances with respect to the issuance thercof,

(v)  The Corporation ghall not close its books against the transfer of
Series B Preferred Stock or of Common Stock issued or issuable upon conversion
of Series B Preferred Stock in any manner which interferes with tho limely
conversion of Serics B Preferred Stock. The Corporation shall, at the holder’s
expense, assist and cooperate wilh any holder of such shares required o make any
govermmental filings or oblain any governmental approval prior to or in
connection with any conversion of such shares hercunder (including, without
limitation, making any filings required to be made by the Corporation).

® No Fractional Shargs. No fractional share shall be issued wpon the
payment of any dividend on, or the conversion of any share or shares of, Serics B Preferred
Stock. All shares of Common Stock and Series B Preferred Stock (including fractions thereof)
issuable upon conversion of, or payment of a dividend on, Series B Preferred Stock to a holder
thercof shall bc aggregated for purposcs of determining whether the conversion or dividend
would result in the issuance of a fractional share. If, after the alorementioned aggregation, the
conversion or dividend would result in the issuance of a fraction of a share, the Corporation
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ghall, in licu of issuing any fractional share, pay the holder otherwise entitled to such fraction a
suns in cash equal to the fair market value of such fraction on the date of conversion or dividend
(as determined in good faith by the Board of Directors).

)] No Impaimnent. The Corporation will not, by amendment of {hese
Articles or through any reorganization, transfer of assets, consolidation, merger, dissolution,
issue or sale of securities or any other voluntary action {other than aciions taken in good faith),
avoid the observance or performance of any of the tenms 1o be observed or performed herennder
by the Corporation but will at all times fn good faith assist in carrying out afl the provisions of
this Section 5 and in taking all such action as may be necessary or appropriate in order to protect
the conversion rights of the holders of the Scrics B Preferred Stock against impaimment.

® Certificates as to Adjusiments. Upon the occurrence of cach adjustment or

readjustment of the Conversion Prico pursnant to this Section 5, the Corporation at ils expense
shall promptly compuie such adjustment or readjugtment in accordance with the terms hereof and
prepare and fumish to cach holder of Series B Preferred Stock a certificate selling forth such
adjustment or readjustment and showing in detail the facts wpon which such adjustment or
readjusiment is based. The Corporation shall, upon the writien request at any time of any holder
of Series B Preferred Stock, furnish or cause io be furnmished to such holder a like cerdificate
setting forth (i) such adjustments and readjusiments, {ii} the Conversion Price af the time in
cifect, and (iii) the number of shares of Common Stock and the amount, il any, of other property
that at the time would be reccived upon the conversion of the Series B Preferred Stock.

() Notices of Record Date. In the cvent of any taking by the Corporation of a
record of the holders oF any class of securities for the purpose or determining the holders thereol

who are enlilled to receive any dividend or other distribution, any security or right convertible
into or entitling the holder thereof to receive additional shares of Common Siock, or any right to
subscribe for, purchase or otherwise acquire any sharcs of stock of any class or any other
sccurities ot property, or to receive any other right, the Comporation shall mail to cach holder of
Serics B Preferved Stock, at least 20 days prior to the date specified therein, a notice specifying
the date on which any such record is to be taken for the purpose of such dividend.

&)  Resgrvation of Conmmen Stogk. The Corporation shall, at all times when
the Series B Preferved Stock shall be cutstanding, reserve and keep available out of its authorized

bul unissued stock, for the purpose of effecting the conversion of the Series B Preferred Stock,
such number of its duly authotized shares of Common Stock as shall from time 1o iime be
sulficicnt to effect the conversion of all outstanding Series B Preferred Stock. Before taking any
action which would cause the effective purchase price for the Scries B Prefenved Stock to be loss
than the par value of the shares of Scries B Preferred Stock, the Corporation shall take any
corporate action which may, in the opinfon of ils counsel, be nccessary in order that the
Corporalion may validly and legally issue fully paid and nonassessable shares of such Commeon
Stock at such effective purchase price.

Ayl Vo A

Co-Chair of the Board of Directors
Anp R. Mackey /
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