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{850)922-3709 10707/98 14:41 Florida Department pl /L

FLORIDA DEPARTMENT OF STATE

Sandra B. Mortham
Secretary of State
October 7, 1598

BIG ENTERTAINMENT, INC.
2255 GLADES RD

SUITE 237W

BOCA RATON, ¥L 33431

SUBJECT: BIG ENTERTAINMENT, INC.
REF: PY3000005253

We received your electronically transmitied document. Eowever, the
document has not been filed. Please make the following corrections and
refax the complete document, including the electronic filing cover sheel.
The date of adoption of each amendment muet be ineluded in the document.

In mccordance with 607.0602, £.s. the amendment chould be adopted by the
board of directors. Please correct your document accordingly.

Please return your document, along with a copy of this letter, within 60
days or your filing will be concidered abandoned.

If you have any gquestionsz concerning the filing of your document, please
call (B50) 487-6206.

Darlene Connell FAYX Aud. #: HS8000018625
Corporate Specialist Letter Numbar: 898A000423962
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ARTICLES OF AMENDMENT e Y
TO ARTICLES OF INCORFORATION EF IR S
OF G 9
Ao F @
BIG ENTERTAINMENT, INC. D& Tz
FOR b
DESIGNATION OF PREFERENCES, RIGHTS AND LIMITATIONS 22, ¢
OF 7% SERIES D CONVERTIBLE FREFERRED STOCK 2}

Puysuant to the provisions of Sections 607.0602 and 607.1006 of the Florida Busincss
Corporation Act, Big Entertaiament, Tne. (the “Company™), a corporation arganized and existing
under the Florida Business Corporation Act, hereby adopts the following Axticles of Amendment
io its Ariicles of Incorporationt, The amendment was adopted by unapimons written consent of
the Board of Directors op. September 30, 1998.

FIRST: Designation of 7% Series D Convertible Preferred Stock

OF the 1,000,000 sharcs of Preferred Stock, par value $.01 per share, authorized pursuant
10 Article TIT of the Company’s Articles of Incorporation, 1,000 of such shares are hergby
designated a5 the 7% Series D Convertible Preferred Stock (the “preferred Stock™).

The powers, designations, preferences, and relative, participating, optional or other
special rights of the Praferred Stock authorized herennder and the qualifications, limitations and
restictions of such preferences and rights are as sel Forth on Bxhihit A hereto.

IN WITNESS WHEREQF, these Articles of Amendment o Articles of Incorporation
have been creeuted by the undersigned duly authorized officer of the Company as of the 67 day
of October, 1998. )

BIG ENTERTAINMENT, INC.

o Al

Mitchel! Rubensiein, Chairman of the
Board and Chief Executive Officer

TENS DOCUMENT PREPARED BY:
NINA S. GORDON, P.A.

BROAD AND CASSEL

FLORIDA BAR NO. 435309

201 S. BISCAYNE BOULEVARD
SUITE 3000

MIAMI, FLORIDA 33131

(305) 373-9437
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EXHIRIT A

TO
DESIGNATION OF PREFERENCES, BIGHTS AND LIMITATIONS
OF 7% SERIES D CONVERTIBLE PREFERRED STOCK

Trrms of Preferred Stock

Section 1. ipmath and Par Value, The series of preferred stock sball be
desigmated as 7% Series D Convertible Preferred Stock (the "Brefirred Stock") and the mumber
of shares so designated ghall be 200 (which shail not be subject to increase withous the consent
of the holders of ths Preferred Stock (each, a "Holder" and collectively, the "Holders"));, Each
%baze e)frmﬁned Stock shall have 2 par value of .01 and 2 stated vahue of $10,000 (the “Stated

alue*),

Seetion 2. Dividends.

(a) Holders ehall be entitled 1o receive, when and 2s declared by the Board of
Directors out of funds legally available therefor, and the Company shall pay, curmtlative,
dividends at the rate per share (25 2 percentage of the Stated Value per share) equal to 7% pet
anoum, payable on each Conversion Date (as defined in Section 5(z)}(D), in cash or stares of
Conumnon Stock (as defined in Section $) at, subject to the terms and conditions set forth herein,
the option of the Company. Dividends on the Prefocred Stock shall be calculated on the basis of
asﬁo-dayym,shaumedaﬂywmmgonmommnm(asdﬁmdm
Section 9), mds!mubedeemedmmueﬁnmsunhdamwhethaormtmdordechmdmd
whether or ot there are profits, surphug or other fands of the Company legally available for the
payment of dividends. A party that bolds shares of Preferred Stock on 2 Conversion Date will be
entitled 1o receive such dividepd payment and any other accrued and unpaid dividends which
acerued prior to such Conversion Dats, without regard %o any sele or disposition of such
Preferred Stock subsequent to the applicabls record date,  All overdue acemed and unpaid
dividends and other amounts due herewith shall entail a late fee at the rate of 18% per anoum (10
accrue deily, from the date such dividend is due ereunder through and including the date of
payment). Except as otherwise provided herein, if at any time the Company pays less than the
total amount of dividends then accrued o account of the Preferred Stock, such peyment shall be
disuibu:edmblyamngﬁmﬁoldmbasedupmﬂnmunberofsbmsheldbymhl-!oldar. ¥
dividends are paid in shares of Common Stoek, the pamber of shares of Common Stock issuable
on account of such dividend shali equal the cash amount of such dividead on such Conversion
Date divided by the Conversion Price {as defined below) on such date, Payment of dividends
hereunder in shares of Commen Stock is subject 1o the provisions of Section S(a)(ELXD).

@) Notwithstanding anything to the contrary comained herein, the Company

may oot issee shares of Common Stock in payment of dividends on the Prefurred Stock (and
st deliver cash in vespect thereof) if:

~HAI0O00 13625
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()  the number of shares of Common Stock at the time awthorized,
unissued and urreserved for all purposes is insuffcient to pay such dividends in shares of
Cormmon Stocl

G  =wh shares of Commpon Stock are not either registered for resale
pursuant to an effscrive Underlying Secnrities Registration Statement (a5 defined in Section 9) or
may not be sold without volume restrictions pursuant to Rule 144 prommlgated uoder the
Securities Aot of 1933, as amended (the “Secnrities Act™), as determined by counsel 1o the
Company pursuant to 4 writlen opinion letter, addressed to the Company's transfer agent mthe
fomandmbmmemmﬁewmeﬂoldemandmhmam

(i) the Common Stock is vot then Tisted for tading on the Nasdag
SmallCap Marker ("NMASDAO") or on the New York Stock Exchange, American Stoclk

Exchange or the Nasdagq National Market (eacha “Subsequent Market®);

(iv) the Company has failed to timely satisfy ts conversion obligations
hereunder; or

(v)  the isszance of such shares of Common Stock would result in the
recipient therzof beneficizlly owning, s determined in accordance with Fule 133-3 promulgated
under the Securities Exchange Act of 1934, as amsnded (the “Exchange Act®), mors than
4.999% of the then issued and cutstanding shares of Common Stock.

(¢} Except for the Company's stock purchass progmam ammounced in
September, 1993, so long as any Preferred Stock shall rermin outstanding, seither the Company
nor any subsidiary thereof shall redeem, purchase or otherwise acquire directly or iudicectly any
Junior Securities, nor shall the Compeny directly or indirectly pay or declare any dividend or
make any distribution (other than a dividend ov distribution desctibed in Section §) upon, nor
shall any distribution be made in respect of, any Junior Securities (as defined in Section 9), ror
shall any monies be set aside for or applied to the purchase or redemption (through 2 sinking
fand or otherwise) of any Jonior Securities or shares pari passu with the Preferred Stock. )

Section 3, Voting Righte, Except as otherwise provided herein and as otherwise
required by law, the Preferred Stock shall bave no voting rights. However, so Iong a5 any shares
of Preferred Stock are outstanding, the Corpany shall not and shall cause its subsidiaries mot to,
without the affimative vote of the Holders of all of the chares of the Prefermed Stock then
cutstanding, (a) alter or change adversely the powers, preferences or rights given to the Preferred
Stock, (b} alter or amend these Axticles of Amendment, (¢} authorizs or smate any class of stock
tanking as to dividends or distribution of assets upon a Liguidation (as defined in Section 4)
senior to or otherwise pari passu with or sezior 10 the Preferred Stock, (d) amend it Articles of
Tncorporation, bylaws or other charter documents so as to affect adversely any rights of any
Holders, (&) increase the anthorized muymber of shares of Preferred Stock, or (f) enter into any
agreement with respect to the foregoing.

Section 4. Liguidation, Upon any liquidation dissolition or winding-up of the
Company, whether voloatary or involustary (@ “Ligyidation®), the Holders shail be entitled to
receive out of the assets of the Company, whether such assets are capital or surplus, for cach
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such shares if all amouxrs payable thereon were paid in full. A sale, conveyance or disposition
of all or substantialty ali of the assers of the Company or the effectuation by the Company of 2
trangaction or series of related transactions in which more thin 33% of the voting power of the
Company is disposed of or a consolidation or merger of the Company with or imio any other
compapy Or cotapanies shall vt be treated a5 a Liquidation, but jostead chall be subject to the
provisions of Section. 5, The Company shatl mail written potice of any such Liquidation, not Iess
than 45 dayspﬁorwﬂ:epaymen:datemtedthemtomhmdtmdm

Section 5. Conversion.

() () Convemions at Option of Holder, Each share of Preferred Stock.
shallbeconvem'bleintosha:esofComnchk(mibjectmiheﬁmilationsmﬁauhin Section
S(a)iif) hereof) at the Convexsion Ratio (as defined in Section D), at the option of the Holder, a1
any time and fom time to tine, frorn and after the 90 day following the Oripinal Issue Date,
m&cmm,mmﬁwmwmmmmwwmso*aaymnwingthe
Qriginal Issue Date, de!aythedawonwhichtheﬁoldmmycommmwmﬁn%sm of
Preferred Stock to ﬂatzu*dayﬁnwmsthemmlmmw(mm*mm day after
the Original Tssue Date, the “Initial Conversion Dage"). Holders skall effect convessions by
mmm&cuﬁﬁmwwﬁﬂemmamﬁngﬂnmofhmd Stock o be'
converted to the Company, wg&huwﬁhﬁnﬁamofmmmhnmﬁmmhed bereto as
Buxhibit A (2 "Conversion Notice®). Each Conversion Notice shall specify the mumber of chares
ﬁmmkmwmmﬂm&&wonmnmhmnismbem
whichdaﬁ:mynotbep:iortotbedatetbnﬂolderde!iversathomimNm by facsimile
(the “Conversiog Date"). If oo Conversion Date is specified in a Conversion Notce, the
Conversion Date shall be the date that the Couversion Notice is deemed delivered bereunder. If
the Holder is converting less than all shares of Prefered Stock represened by the cestificate or
certificates tendsred by the ¥older with the Conversion Notice, or if 2 conversion hereunder
mwmmmmwmﬂnmmmﬂm@wmwmmﬁeﬂm
the manner and within the time set forth in Section 5(b)) & certificate for such mumber of shares
as bave pot been converted,

i)  Autpmatic Conversion. Subject to the provisions in this paragraph,
all outstanding shares of Preferred Stock for which conversion sotices have not previously been
received or for which redemption has not been made or required berennder ¢hall be automatically
comvested on the eadlier to occur of () September 30, 2001, (i) the third (3%) Tradiog Day
jmmediately preceding the closing of the first sale under a bora Sde underwritten initial public
offering of the common stock of Huge Entertainment, Inc. {or axy successor thereto) with net
proceeds to Huge Entertainment, Inc. (or any successor thereto) of at least $10,000,000 or (iii)
the tenth (10 Trading Day immediately preceding the closing of @ Change of Control
Tramsaction (such date the “Automatic Conversion Date”), at the Cooversion Price on the
Automatic Coaversion Date. The conversion contemplated by this paragraph shall not occur if
{2) either (1) 2n Underlying Secusities Registration Staterment is not then effective or (2) the

"‘3 L
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Holder is not permitted to resell Underlying Shares pursuant to Rule 144(K) promulpated under
the Securities Act, without volume restrictions, a5 evidenced by an opinion letter of counsel
acceptable 10 the Holder and the transfiar agent fisr the Common Swek; (b) there are not ufficient
shares of Cominon Swck authorized and ressrved for issuance upan such conversion; or (¢) the
Company shall kave defaulted on its covenants and obfigations herevnder or under the Purchase
Agrcement or Registration Rights Agreement.  Notwithstanding the foregoing, the period for
conversion under this Section shall be extended (on a day-forday basis) and therefore the
Amormatie Conversion Date shall be deemed to be the date which is the sumber of Trading Days
that the Purchaser is unable to resell Underlying Shares under an Undedying Secusities
Registration Staterent due % (8) the Comumon Stock not being listed Ror trading on the
NASDAQ or any Subsequent Marker, (b) the failare of an Underlying Securities RegirtRtion
Statement to be declared effsctive by the Securities and Bxchange Commission (the
“Ciommission”) by the Filing Date (as defined in the Registration Rights Agreement), or (¢) ifan
Undedying Securities Registration Statement shall have been declared effective by the
Commission, (x) the £2ilure of such Underlying Securities Registration Statemcnt o remain
effective at all times thereafier as to all Underlying Shares, or (y) the suspension of the Holder's
ability to resell Underlying Shares thereunder after the Automatic Conversion Date originally
aoted above, ’

(i) Certain Copversion Resuictions.

(A)  The Holder agrees not to convert shaves of Preferned Stock
1o the extent such convergion would result in the Holder beneficially owning (as determined in
accordance with Section 13(d) of the Exchange Act and the rules thereunder) in excess of
4.599% of the then issted and owstanding shaxes of Common Stock, including shares issuable
upon conversion of the shares of Preferred Stock held by sach Holder after application of this
Section. To the extent that the limitation cordained in this Section applies, the determivation of
whether shares of Preferred Stoek are convertible (in relation to other secyrities owned by a
Holder) and of which shares of Preferred Stock: are convertible shell be in the sole discretion of
the Finider, and the submission of shares of Prefecred Stock for conversion shall be deemed to be
the Holder's determination of whether such shares of Preferred Stock are convertible (in relation
10 other securities owned by the Holder) and of which portion of such shares of Preferred Stock
are convertible, in each case subject to such aggregats percentage Jimitation, and the Company
shall have no obligation to verify or confirm the accuracy of such determination. Nothing
contained herein sl be deemed 1o restrict the right of the Eloler to convert shares of Prederred.
Stock at such time as such conversion will not violate the provisions of this Section. The
provisions of this Section will not apply to any conversipn pursuant to Section 5 (a)(ii) hereot,
am:Imyhewaivedhyaﬂoﬁer(&noﬂyastoimelfandmtmanyoﬁzﬁ'ﬂo!der)uponmless
than 75 days prior notics to the Company (in which case, the Holder shall make such filings with
the Commission as are required by applicable law), and the provisions of this Section shall
conﬁmetoapplymﬁlsuch?hhday(or!ate!;ifstawdinthemﬁceofm‘wu). Other EHolders
shall be unsffected by any such waiver.

®B) The Holder agrees not 1 ¢convert shares of Preferred Stock
to the extent such conversion would result in the Folder beoeficially owning (as determined in,
mommmzs(admmmmmmmm)mmof
9.999% of the then fssued 2nd outstanding shares of Common Stock, including shares issuable

-4
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upon conversion of the shares of Preferred Stock held by such HoMer aftsc application of this
Section. To the extent that the Iimitation contained in this Section applies, the determination of
whether shares of Preferred Stock are convertible (in relation to other securities owned by 2
Holder) and of which shares of Preferred Stock are convertible shatl be in: the sole discretion of
the Holder, and the submission of shares of Preferred Stock for conversion shall be deemed to be
+he Holder's detenuination of whether such shares of Prefirred Stock are convertible (in relation
to other securities owned by the Holder) and of which portion of such shares of Preferred Stock

contained herein shall be deemed to restrict the right of the Holder 1o convert shares of Preferred
Stock at sech time as such conversion will not violate the provisions of this Section. The
provisions of this Section will not agply to any conversion pursuant to Section 5 (a)ii) bereof,
and may be waived by a Holder (but only as 1o jtself and ot to any other Holder) upon not less
than'?Sdayspxiormﬁuwtha&many(mwbichmse,mﬂoﬁummhawnhﬂ!ingswith
the Commission a8 are tequired by applicable 1aw), and the provisions of this Section shell
continue to apply until such 75th day (or latez, if stated in the notice of waiver). Other Holdess
shall be unaffected by any such waiver.

(C) Conversions of shares of Preferred Stock shall be Limited as
fllows: (1) from the Initial Conversion Date through the 30 day thereafter, the Holder may
convert up to 10% of shares of Preferred Stock issusd to it on the Original Tssue Date; (2)
between the 31% and 60° day after the Initial Conversion Date, the Holder may comvert such
mmberofshamofheﬁenedSmekasequals,whenammdwhhanpﬁoroomuﬁomoﬁm
shares of Prefemred Stock, up to 20% of the shares of Preferred Stock issued to it on the Original
Tssue Date; (3) berween the 61% and 90™ day after the Inirlal Conversion Date, the Holder may

conversions of shares of its Preferred Stock, up to 45% of the shares of Prefirred Stock issued to
it on the Oxiginal Tssue Date; (4) between the 91% and 120™ day after the Initial Conversion Date,
the Holder may convert such mumber of shares of Preferred Stock, when aggregated with alt
prior conversions of its shares of Preferred Stock, Up 1 70% of the shares of Pyeferred Stock
fosued 1o it on the Osginel Tssue Date; (5) between the 121* and 150™ day after the Tnitial
Conversion Date, the Holder may convert such mumber of shares of Preferred Stock as equals,
when ggpregated with all prior conversions of its shares of Preferred Stock,uptoQS%afthg
ﬂnmsofhe&md&opkhmedhitmﬂnowmm;aﬁ{s}ﬁomm after the 150
day after the Initial Conversion Date, ro restrictions under this Section S(2)(i}(C) shall apply to
the shares of Preferred Stook which may be converted by 2 Holder.

KonmyComrsionDaw(A)tbeCommStockisﬁswd
for trading on NASDAQ ortheNasdanaﬁnnaIMht,(B)thane:sionPﬁoemineM
is such that the agprepate aumber of shares of Common Stock that would then be issuable upon
conversion in full of all ther: outstanding shares of Prefizred Stock and as payment of dividends
therean in shares of Common Stock, together with any ghares of Common Stock previously
issued upon conversion of shares of Prefesmed Stock and as payment of dividends thereon, woulkd
eqmlurexwed.zo%cftheumberofsmoﬂxmmn StackomstandmgpntheOnsmal
Issuenatc(mhmmberofslmmsasmuldmzequalormeadgwhzo%limthe";gy&
M_a_ad_mu_g'}aM(C)meComnyshHmmmwyobWﬂwwmofsmgﬂs
(the “Shargholder Approval®), if any, as may be required by the applicable rules and regulations

w3n
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of The Nasdaq Stock Market (or any successor entity) applicable to approve the issuance of
shares of Common Stock in excess of the Issuable Maxioum in a private placemem whereby
shares of Common Stock are decmed to have been issved at a price that is less than the greater of
book or fair market value of the Common Stock, then the Comparny shall issue to the Holder so
requesting a ¢onversion a mimber of shares of Common Stock equals sach Holdex's pro rata
portion of the Issuable Maximum and, with respect to the remainder of the shares of Preferred
Stock then held by such Holder for which a conversion in accordance with the Conversion Price
would result in an issuance of Common Stock in excess of sich Holder's pro rata portion of the
Issuable Maxizaum (the “Excess Principal'), the converting Holder shall have the option to
require the Company to either {I)use its best efforts to obtain the Shareholder Approval
applicable 1o such isstAnce as soon as is possible, but in any event not later than the 60th day
after such request, or (2)3) issue and deliver 1o such Holder a oumber of shamss of Common
Stock as equals (x) the Excess Principal, ples accrued dividends on all shares of Preforred Stack
being converted, divided by (v} the Comversion Price, and (if) cash in an amount equal 1o the
product of (x) the Per Share Market Value ont the Conversion Date and (y) & mrmber of shaves of
Common Stock as equals the Buvess Principal divided by the Conversion Price {zuch amount of
cash being hereinafter referred o as the 'Tiiscovnt Bawivalem™), or (3) pay cash to the converting
Holder in an amount equal to the Mandatory Redemption Amount for ths shares of Common
Stock otherwise issuable on ascount of the Excess Principal. If the Company fails 1o pay the
Discount Equivalent or the Mandatory Redemption Amourt, a5 the case may be, in fall pursuant
to this Section within seven (7) days after the date payable, the Cormpany will pay imterest
thereon at a rate of 18% per anmum to the converting Holder, accming daily from the Conversion
Date unti] such amount, plus all such intecest thereon, is paid in fall,

(®) ()  Not later than three (3) Trading Days after any Couversion Date,
the Company wiil deliver to the Holder (i) a certificate or certificates which shall be free of
restricrive legends and trading restrictions {other than those required by Section 3.1(b) of the
Purchase Agreement) representing the nnmber of shares of Common Stock being acquired upon.
the copversion of shares of Preferred Stock (subject to the limirations set forth in Section 5(a)(iit)
hereof), (ii) one or more certificates representing the number of shares of Preferved Stock not
converted, (i) a bank check in the amount of acerued and uopaid dividends (if the Company has
elected 1o pay accrued dividends in cash), and (iv) if the Company hes elected and is i
kereunder to pay accrued dividends in shares of Common Stock, certificates, which shall be free
of restrictive legends and teading restrictions {other than those required by Section 3.1 (b) of the
Purchase Agreement), representing such shares of Common Stwek; provided, however, that the
Company shall not be abligated to issue certificates evidencing the shares of Coramon Stock
issuable upon conversion of any shares of Preferred Stock umil centificates evidencing such
shares of Preferred Stock are either delivered for conversion to the Company or any transfer
agent for the Frefermed Stock or Common Stock, or the Holder of such Preferred Stock notifies
the Company that such cestificates have been lost, stolen or destroyed and provides a2 bond (or
other adequate security) reasonably satisfactory o the Company 1o indemnify the Company Srony
any loss incurred by it in connection therewith. The Company shall, upon request of the Holder,
if available, use &5 best efforts 10 deliver any certificate or certificxtes required to be delivered by
the Company under this Sectinn electronically through the Depository Tiust Corposation or
another established clearing corporation performing similar functions. If in the case of any
Conversion Notice such certificate or certificates, including for purposes hereof, any sheres of
Comumon Stock 1o be issued on the Conversion Date on account of acerued but unpaid dividends

oGn
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!&mnd&r,mmtddhﬂedworasdkwudbythappﬁcabbmuerbydwthkd(3“’)‘1‘mdins
DayaﬁﬂrtheConversionDam,dBHnldushaubeenﬁtbdbymitMMﬁuewtheCompanyat
myﬁnzonorbeﬁomimmeiptofmhcerﬁﬁmormﬁﬁmmﬂer,mmind such
corversion, in which event the Company shell immediately retum the certificates representing
the shares of Preferred Stocktendered for conversion. )

If the Corapany fails %o deliver to the EHolder such certificats or
certificates pursnant to Section S(b)(i, including for purposes hereof, amy shares of Common
Stock 1o be issued on the Convession Date on account of accrued but unpaid dividends
hereunder, by the third (3%) Trading Day after the Conversion Date, the Corupany shall pay 10
such Holder, in cash, s liquidated damages and not as a pesalty, $2,500 for each day after such
thicd (3°) Trading Day until such certificates are delivered. Nothing herein shall Limit a Holder's
right 1% pursue actual damages for the Company's failure to deliver centificates representing
shares of Common Stock upon conversion within the period specified herein and such Holder
slnllhveﬂ:erighttopnmueaﬂmmdiesavaihbletoitathworinequﬂyimhding.withmt
limitation, a decree of specific performance and/or injunctive relief. The exercise of any such
rights mnmtpombkﬁnﬂom&ommmngmm&mdmmpnmmwwom
Section hereof or nuder applicable law. Furthes, if the Company shall not have delivered any
cash due in respect of conversions of Prefired Stock oras peyment of dividends thereon by the
vhird (3%) Trading Day after the Conversion Date, the Holder may, by notice to the Company,
mmmcmywhmummsmwmmsms@, except that for such
m&hﬁoWMa@MhmmﬂhMMr&mCommonths
CunversionbawandmeCmmanﬁwonthedmﬁmm!derdcmmi Any such
UnderlyingShmeswinbembjmmthepmﬁsionofthisSmion.

(i) In addition w0 any other rghis available to the Holder, if the
Company fails to deliver to the Holder such cetificate of certificates pursvant to Section S(b)XI),
including for purpases hereof, any shares of Common Stock 0 be issued on the Conversion Date
on account of accryed but unpaid dividends hersunder, by the third (3" Trading Day after the
Conversion Date, and if after such third (3%) Tradiog Day the Holder purchases (in an open
market transaction or otherwise) skares of Common Stock to deliver in satisfaction of a wale by
such Holder of the Underlying Shares which the Holder anticipated receiving upon such
conversion (2 "Buy-Jn"), then the Company shall pay in cash to the Holder (in addition to any
remedies available to or elected by the Holder) the amoum by which (x) the Holder's total
purchase price (including brokerage commissions, if any) for the sheres of Commnon Stock so
purchased exceeds (y) the aggrepate stated value of the shaves of Preferred Stock for which such
conversion Was not timely honored. For example, if the Holder purchases shanes of Common
Swwimringamtalpumha:wpﬁceofsu.omwwveranuyhlnwkhmpeotmmam-xpted
conversion of $10,000 ageregate stated value of'the shaces of Preferred Stack, the Corppany shall
be required to pay the Holder $1,000. The Holder shall provide the Compagy writtes notice
indicating the amounts payable to the Holder in respect ofthe Buy-To.

€ @ (A) Theconversion price (the “Conversion Price") in effect on
any Conversion Date shall be 53.4978; provided, that if on the Trading Day prior to 2

Conversion Date the Par Shzre Masket Value shall be less than $6.1212, the Conversion Price
applicable to such conversion shall equal §3.3312.
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(B) If (@) 2a Underdying Seeyrities Registration Staternent is
ot filed on or prior to the Filing Date (as defined in the Registration Rights Agreement) Gf the
Company files such Underlying Securities Registration Statement withour affording the Holder
the opportamity 1o review and comwnent on the same as requined by Section 3(2) of the
Registration Rights Agreement, the Company shall not be deemed to have satisfied this clause
(). or (b) the Company fails to file with the Commission a request for acceleration in
accordance with Rule 12d1-2 proruigated under the Exchange Act, within five (5) days of the
date that the Company is notified (omlly or in writing, whichever is earlier) by the Commission
that an Underlying Securities Registration Staternent will not be “reviewed,* or not subject to
ferther review, or (c) the Underlying Securities Registration Statement is not declared effective
by the Commission on or prior 10 the Bffactiveness Date (as defined in the Regismation Riphts
Agresment), or {d) such Underlying Securities Registration Statement is filed with and declared
effective by the Commission but thereafter ceases 10 be effective a5 to all Repistrable Securities
(2s defined in the Registration Rights Agrsement) at any timé prior to the expiration of the
"Effectiveness Period” (as defied iy the Registration Rights Agreemert), without being
succeeded within 15 days by an amendment to such Undedying Securitivs Registration
Statervent or 2 subsequent Underlying Securities Registration Statemant filed with and deslared
¢ffective by the Commission, or (e} trading in the Common Stock shall be suspended from the
NASDAQ or a Subsequent Market for more thaa three (3) Trzding Days (which need not be
consecutive Trading Days), (f) the conversion riphts of the Holders are suspended for any reason
or (g) an amendment to the Underlying Securitics Registration Statement is not filed by the
Company with the Commission within 15 days of ths Commission's notifyring the Company that
such ampendment. is required in order for the Underlying Securities Registration Statement to be
declared effective (any such failure or breach being referred 1o as an *Event," and fr purposes of
clauses (), {c), (£) the date on which such Event oceurs, or for purposes of clause (b) the date on
which such five (5} day period s exceeded, or for purposes of clauses (d) and (g) the date which
such 15 day-period is excesded, or for purposes of ciause (€) the date on which such three (3)
Trading Day-pericd is exceeded, being referred to 23 *Egent Datat), then the Company skall, on
the first day of each momhly asniversary of the Everyt Dute and until such time as the appliczble
Event is cured, pay to the Holder 2.0% of the aggregate Stated Value of the shaves of Preforred
Stack then beld by such Holder, in cash, as lquidated darmages and not as a pemalty. The
provisions of this Section are not exclusive and shall in oo way limit the Company’s obligations
under the Registration Rights Agreement,

() Ithe Company, at any time while any shares of Preferred Stock
are outstanding, shall (3) pay a stock dividend or otherwise make 2 distribution or distributions
on shares of its Tunior Securities or par passu securities payable in sheres of Common Stocke, (b)
subdivide owstanding shares of Common Stock into a hrger mumber of shares, (&) ¢combine
outstanding shares of Common Stock into a smaller mumber of shares, or (d) issue by
reclassification of shares of Comumon Stock any shares of eapital stock of the Company, the
Conversion Price shall be multiplied by a fraction of which the mmerator shall be the sumber of
shares of Common Stock outstanding befors such event and of which the denomipator shall be
the rumber of shares of Common Stock cutstanding after such event. Any adjustmerz made
pursant to this Section S(c)it) shall become effective immediataly after the record dare for the
determimation of stockholders eatitled 10 receive such dividend or distribution and shall become
eﬁ'ectwela ive immedixtely after the effective date in the case of 3 subdivision, combination or re-
classification,
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(Git) ¥ the Company, 2t any time while any shares of Preferred Stock
are outstanding, shali fssue rights, warants or options to all holders of Common Stock entitling
them to subseribe for or purchase shares of Common Stock at 4 price share less than the Per
Share Market Vakis at the record date mentioned below, then the nversion Price shall be
muliplied by a fraction, the numerator of which shall be the mumber of shares of Commen Stock
cutstanding immediately prior to the issuance of such rights, warramy or oprions, plus the
pumber of shares of Cormmon Stock which the aggregate offering price of the total number of
shamssoo&mdwouldwmbaseatsuchPerShmMarhetVahn,ardthedmnﬁnztorofwhich
shall be the sum of the namber of shares of Common Stock outstanding immediately prior %
such issuance plus the member of shares of Common Stock offered for subscription or purchase.
&mhadjmm:haﬂbemdewmmhﬁmsormmmmman become
effective irmmediately afer the record date for the determination of stockbolders entitled to
receive such rights or warrants, However, upon the expiration of any right, watrant or option 1o

shares of Common Stock the issuence of which resulted in an adfustment in the
Conversion Price pursuant to this Section 5(c)(fii), if any such right, warrant of option shall
expimandshaﬂmthawbemmﬁsed.tts&mhn?ﬁneshﬂimmﬂimﬂyummh
mmnmmmmmmmmymnmmn shll be
immaadtotheprhewbichitwouﬂhavebun(butmﬂwﬁngwotheradjumsinths
Conversion Price made purseant to the provisions of this Section 5 upon the issuance of other
sights or warranis) had the adiustnent of the Conversion Price made upon the issuance of such
rights.wamnts,mopﬁomheenmdeontbehﬁsofoﬁuingﬁrmbscﬁpﬁonormhamonly
that mumber of shares of Common Stock actually parchased upon the exercise of such rights,
warrants ot options actually exercised.

(iv) [Except as comemplated by Schedule 2.1(¢) 10 the Parchase
if the Company or #ny subsidiary thereof] as appiicable with respect t Common
SmcquuivaIems(asdmﬁuedbdow),atanyﬁmewhﬂeanyshamof?mﬁned Stock are
outstanding, shall, issue shares of Common Stock or rights, warrants, options or other securities
ordebtﬂ:ztiscomuﬁbleMoumhnyeﬂeﬁwshmofmmmn&mk(‘ggm
Equivalents”) entitting any Person to acquire shases of Common Stoek at 2 price per share less
thas the Per Share Market Valte on the Original Issue Dete, then the Conversion Price shall be
multiplied by a fiaction, the pamerator of which shall be the sumber of shares of Common Stocle
outstanding jmmediztely prior to the issuunce of shares of Common Stock or such Common
Stock Equivalents phus the namber of shares of Common Stock which the offering price for such
shares of Common Stock or Common Stock Equivalents would purchase at the Conversion
Price, and the denominator of which shall be the sum of the mmber of shares of Common Stock
outstanding immediately prior 10 sach isssance plus the number of shares of Cormmon Stock so
issued or isweable, provided, that for purposes hereof, afl shares of Common Stock that are
issuable upon exemise Ormtan%e of Common Stock Equivalents shall be deemed cutstanding
immediately after the isstance of such Commen Stock Equivalents. Such adjustment shall be
mads whensver such shares of Commeon Stock or Common Stock Equivalents are issued.

(v) I¥the Company, at any time while shares of Preferred Stock are
owtstanding, shall distribute to all oldess of Common Stock (and not to Holders) evidences of its
indebtedness or assets or tights or warmants to subscribe for or purchase suy security (excluding
those referred 1o in Sections 5(e)i)-(iv) above), then in each such case the Conversion Price at
which each share of Prefirred Stock shall thereafler be convertible shall be determined by
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yhiplying the Conversion Price in effect immedintely prior to the record date fixed for
determination of stockholders emitled o mceive such distribution by & faction of which the
denominator shell be the Per Share Madket Value of Common Stock determined as of the recond
date mentioned above, and of which the mwnerator shell be such Per Share Market Value of the
Common Stock on such record date fess the then i market value at such record dete of the
portion, of such assets or evidence of indebtedness so diswibuted applicable to one outstanding
share of Common Stock as determined by the Board of Directors in good faith: provided,
bowever, that in the event of a distribution exceeding ten percent (10%6) of the net assets of the
Company, if the Holders of 2 majority in interest of the Preferred Stock dispute such valuation,
such fair rmarker value shall be determined by a nationmally recognized or mejor regional
irvestment banking firm or firm of independent certified public accountants of recogaized
standing (which may be the firm that regulirly examines the fivancial statements of the
Company) (an *Appraiser”) selected in good fith by the Company, subjest to approval by the
Holders of 2 msjority in interest of the shares of Preferred Stock then outstanding whose
approval shall not be unreasonably withheld or delayed. The adjustrosnts shall be described ina
. statement provided to the Holders of the portion of assets or evidences of indebtedness so
distributed or such subscription rights applicable to ome share of Common Stock  Such
adjustment shall be made whenever any such distribution is made and shall become effiective
immediately after the record dete mentioned above.

(vi) Al calculations under this Section 5 shall be made to the nearest
cent or the nearest 1/100th of a shave, as the case may be.

(vity Whenever the Conversion Price is adjusted pursyant @ Section
S(XR), (i (iv), o (v) the Company shall promptly mail to each Eolder, 8 aotice setting farth
the Conversion Wrice after such adjustment and setting forth a brief starement of the ficts
requiring such adjustment.

(vili) Tn case of any reclassification of the Common Stock, or any
compulsory share exchange pursvant to which the Commmon Stoek is converted into other
securities, cash or property {other than compulsary share exchanges which constitme Change of
Control Trangactions), the Holders of the Prefierred Stock then omstending shall have the right
thereafter 10 convert such shares only into the shares of stock and other securitiss, cash and
property receivabie upon or deemed o be held by holders of Common Stock fllowing such
reclassification or share exchangs, and the Holders of the Prefirred Stock shall be entitled upon
such event to receive such amount of securities, cash or property as a holder of the number of
shaves of the Common Stock of the Company into which such shares of Preferred Stoclk cowld
bave been converted immediately prior to mich reclassification or ghare exchangs would have
been entitled, This provision shall similarly apply to successive melassifications or share
exchanges.

@) I (a) the Company shall declare a dividend (or any other
distribution) on its Common Stock, (b) the Company shall deelare & special nonrecusting cash
dividend on or a redemption of its Common Stock, (c) the Company shall authorize the granting
0 all bolders of the Cornmon Stoclk rights or warrants to subscribe for or purchase any sbares of
capital stock of any class or of any rights, (d) the approval of any steckholders of the Company
shall be required in connection with any reslassification of the Cormmon Stock of the Company,
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any consolidation or merger to which the Company is a party, any szle or transfer of al! or
substantially all of the assets of the Company, of any compulsory share of exchange wherehy the
Common Stock is converred imo ocher securities, cash or property, or {c) the Cormpany shall
authorize the vohuntary or involuntary dissokation, liquidation or winding up of the affairs of the
Company; then the Company shall eagse to be filed at each office or 3gency maintained for the
purpose of conversion of Preferred Stock, and shall cauge 1o be roailed to the Folders at their last
addresses as they shall appear upon the stock books of the Company, at least 20 calendar days
prior 1o the 2pplicable record or effective date hereinafler specified, 2 notice stating (x) the date
on which a record is 10 be taken for the purpose of such dividend, distribution, redemption, rights’
or warrants, or if a reeord is not to bs taken, the date as of which the holders of Common Stock
of record to be eatitled to such dividend, distributions, redemption, rights or warrants are to be
determined or (y) the date on which such reclzassification, consolidation, merger, sale, transfer or
share exchange is expected 1o become effective or close, and the date as of which it is expected
that hoMers of Common Stock of record shall be entitled to exchange their shares of Cormmon
Stock for securitias, cash or other property delivetable upon such reclassification, consolidation,
merger, sale, transfer or share exchange; provided, however, that the failure to mail such notice
or any defect thersin or in the mailing thereof shalt not affect the validity of the corporate action
requited to be specified int such notice. Holders are entitled to convert shares of Preferred Stock
during the 20-day period cormencing the date of such notice to the effective date of the event
triggering such notics,

(d)  Ths Company covenants that it will at al} ticnes reserve and keep available
out of its authorized and unissued Commmon Stock solely for the purposs of isspance upon
conversion of Preferred Stock and payment of dividends on Preferred Stock, each as herein
provided, free from preemptive rights or any other actual confingent purchase rights of persons
other than the Folders, not less than such namber of shares of Common Stock as shall (subjest to
any additional raquirements of the Company as to Iesexvation of such shares et forth in the
Purchase Agreement) be issuable (taldng inro account the adjustments and restrictions of Section
5(a) and Section 5(c)) upon the conversion of all outstanding shares of Praferred Stock and
payment of dividends hereunder, The Company covenants that all shares of Common Stock that
shall be so issuable shall, upon issue, be duly and validly authorized, issued and fully paid,
nonassessable ard Sreely tradeable, subject 1o the legend requirements of Section 3.1 (b) of the
Purchage Agreement.

(&) Upen 2 conversion hereunder the Company shall not be required to issue

stock. certificates represeming fractions of shares of Common Stock, but may if otherwise

mvake a cash payment in respect of any final fraction of a share based on the Per Share

Market Valie at such time, If the Company elects aot, or is unable, to make such a cash

payment, the Holder of 2 share of Preferred Stock shall be entitled to receive, in lien of the final
fraction of 2 share, ore whole share of Coxmon Stock.

(§  The issnance of certificates for shares of Common Stock on conversion of
Preferred Stock shall be made withont charge to the Holders thereof for any documentary stamp
or similar taves that may be payable in respect of the issue or delivery of such certificats,
provided that the Company shall not be required 1o pay any tax that roay be payable in respect of
any transfer involved m the issuance and delivery of any such certificate upon conversion in a
rame other than that of the Holder of such shares of Preferrad Stock so converted and the
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Company shall not be required 1o igsus or deliver such certificates unless or notrl the person or
persons requesting the issusnce thereof shall have paid to the Company the amount of such tax or
shall have established 1o the satisfaction of the Company that such tax has been paid.

(&) Shares of Preferred Stock converted imto Common Stock shail be
canceled, The Company may not reissue any shares of Preferred Stock.

(h) Anyand all gotices or other communications or deliveries o be provided
by the Holders of the Preferred Stock hereunder, including, without ¥mitation, any Conversion
Notice, shall be in writing and delivered personally, by facsingle or sent by 2 nationally
recognized overnight courier service, addressed o the attention of'the Chief Bxecutive Officer of
the Company at the facsimile telephone mumber or address of the principal place of business of
the Company as set forth in the Purchase Agreement. Any and all notices or other
communications or deliveries to be provided by the Company hereunder shati be in writing and
delivered personally, by facsimile or sent by a nationally recognized overnighy ¢orrier service,
addressed to each Holder at the ficsimile telephone munber or address of such Holder appearing
on. the bools of the Company, or if no such facsimile telephons sumber or address appears, at
the principal place of business of the Holder. Any notice or other coramunication or deliveries
heveunder shall be desmed given and effective on the eardiest of (1) the date of transmission, if
such notice or commmnication is delivered via fcsimile at the facsimile telephone numbern
specified in this Section prior to 8:00 p.m. (Minnstonka, Minnesota time), (if) the date after the
date of transymission, if such notice or communication is delivered via facsimile at the facsimile
telephone number specificd in this Section later than 8:00 pan. (Minnetonka, Mirmesota time) on
any date and earlier than 11:55 p.m. (Minnetonka, Minnesota time) on such date, (iif) upon
receipt, if sent by 2 nationally recognized overnight courier service, or (iv) upon actnal receipt by
the party to whom sach notice is required to be given.

Section 6. Redemption Upon Trdgesning Events,

(a) Upon the occurrence of & Trigeering Event, each Holder shalt (in addition
1o all other rights it may have herennder or under applicable law), bas the right, exarcisable at the
sole option of such Holder, to require the Company to redeern 31l or a portion of the Preferred
Stock then held by such Holder for & redemption price, in cash, equal t the sum of (i) the
Mandatory Redeaption Amount plus (ii) the product of (A) the myumber of Underlying Shares
issued in respect of conversions or as peyment of dividends bereunder and then held by the
Holder and (B) the Per Share Market Value on the date sach redemption is demanded or the date
the redemprtion price bereunder is paid in fill, whichever is greater, Ifthe Company fils to pay
the redemption price hereunder in foll pursnant to this Section within seven (7) days after the
date of a dernand therefor, the Company will pay intesest thereon at & rate of 18% per annum,
aceruing daily from such severnth day until the redemption price, phis all such interest thereon, is
paid in f2l). For purposes of this Section, a share of Preferred Swck is cutstanding until such
date as the Holer shall have received Underlying Shames upon 2 conversion {or attempted
conversion) thereof,

A "Triggering Event” means any one or more of the fHllowing events (whatever
the reason 2nd whether it shall be voluntary or involuntary or effected by operation of law or
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pursuant 1o any judgemsnt, decree or ander of amy court, or any order, ruls or regulation of any
administrative or governmewntal body):

d) the failure of'an Underlying Securitiss Regisreation Staternert to be
dmhtedmcﬁvebyﬁwcmionanorpﬁurmﬁg 180th day after the Origival Tssue Date;

(i) if during the EBffectiveness Period, the effectiveness of the
Underlying Securities Registration Staternent lapses for any reason, or the Holder shall not be’
peemitted %0 resell Registrable Sectrities under the Undetlying Securities Registration Staterment;

(i) the falure of the Common Stock to be listed for trading on the
NASDAQ or on ¢ Subssquent Market or the suspension of the Common Stock from wading on
the NASDAQ or on a Subscquent Mariket, in either case, for more than three (3) Trading Days
(which need not be consecurive Tradiag Days);

() the Company shall fail for any reason to deliver certificates
representing Underlying Shares issuable upon a conversion bereunder that comply 'with the
provisions hereof prior o the }2th day after the Conversion Date or the Company shall provide
notice to any Holder, inchiding by way of public anncuncement, at any time, of jts jutention not
to comply with requests for conversion of any Preferred Stock i accordance with the terms
hereof;

(v¥)  2nEvent shall not kave been cured 10 the sstisfaction of the Holder
prior to the expiration of thirty (30) days from the Event Date relating thereto {other than an
Event resulting from a failure of an Underlying Securitiss Registration Statement to be declared
effctive by the Commission on or prior to the Bffectiveness Date;

(vi) the Compamy shall fiil for any reason to deliver the cedificate or
certificates required parsuant to Section S(bXifi) or the cash pursuent to 2 Buy-In within tea (10),
days after notice is deemed delivered hersunder; or

{vil} subject to the provisions set fonh i the Purchase Agreement, the
Company shall il o have available 2 suofficient namber of authorized and vareserved shares of
Common Stock o issue to such Holder upon 2 conversion hereunder.

Section 7. Qptional Redemprion,

(@) The Company shall bave the right, exercisable at any time upon 10
Trading Days' notice (an “Optiopal Redemption Notice") to the Holders of the Preferred Stock
given at any time after the Original Issue Date t© redeem all or any portion of the shares of
Preferred Stock witch have not previously been converted or redeemed, ar 2 price equal to the
Optional Redemption Price (as defined below), provided, thar the Company shall not be entitled
0 deliver 4n Optional Redemption Notice %o the Holders if: (i) the thmber of shares of Common
Stock at the time authorized, unismed and unreserved for all purposes is insufficient to satisfy
the Company’s conversion obligations of all shares of Preferred Stock then outstanding. or (ii)

the Underlymg Shares then outstanding are not registered for resale pursuaat to zn effective
Underiying Securities Registration Statement and may not be sold without vokume restrictions
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pursnart to Ruls 144 promulgated under the Securities Act, as determined by counsel to the
Company purteant o awriuenopininnlem,addmsedmﬂ:e@mpany‘smsﬁragminthe
form and bmneacoepmhlemmm!dersandmhmﬁrag@gmﬁmthe@mnm&
ismtmmﬁsmdﬁrmdhgmtheNASDAQoraSubwqmmm The enrire Optionat
Redemption Price shall be paid in cash, Holders may couvert (and the Company shail honor
such conversions in zccordance with the terros hereof) any shares of Preferred Stock, ineluding
shares subject to an Optional Redemption Notice, during the period from the date thereof
through the 10th Trading Day aftex the receipt of an Optional Redemption Notice.

@) Eanypor&onofthsOpdomlnedempdonPﬁceshl! not be paid by the
Company by the 10th Trading Day after the delivery of an Optional Redexnption Natice, interest
shailaccmstlmeonatﬂwMeofls%p&mmmunﬂﬂnﬁpﬁommmﬁonmcephxsall
such interest is paid in fifll. Inaddition,ifanyporﬁonoftheOPﬁomlksdempﬁonPﬁnermim
u@aﬁaﬂuthedmdue,ﬁz}bmwofﬂwﬁe&nadmwmmmchredemptionmy
mgbywmmﬁ:emtheCommygivenatmyﬁmemm,meﬂmmdmaﬁ
conversion of all or any postion of the shares of Preferred Stock for which such Optional

i Pﬁcqphsinmeﬂthemtmmtheenpﬁdinm(tbem id i

the Per Share Market Value as of the Holder's written derrand for conversion, or (if) mvalidate
ah initio such redemption, norwithstanding anyt

Hickder elects option (i) above, the Company shall within three (3) Trading Days of its receipt of
sush election deliver to the Holder the shaves of Common Stock issaable upon conversion of the
Ugpaid Redemption Shares subject to cuch Holder conversion demand and otherwise perform its
ohligations hereunder with respect thereto; or, if the Holder elects option (ii) above, the
Company shall pronptly, and in any event ot later thaw thres (3) Trading Days from receipt of
Holdsr's notice of such election, returnto the Holder all of the Unpaid Redemption Shares.

) W"MMM%'MW&WMGfﬁ)MWWOf
(A) the rnber of shares of Preferred Stock 10 be redeerned and (B) the product of (1) 120% of
the average Per Share Market Vahie for the five (S)Trmﬁngbaysinnmdiamlypmceding (x) the
dateoftheOptiomIRedempﬁonNoﬁmor(y)thedaﬁnfpaymentinﬁ:llhythe(:ompany of'the
Optionat Redemption Price, whi is greater, and (2) the Conversion Ratio calculated on the
date of the Optiona]l Redemption Notice, and (i) all other amouats, costs, expenses and
ﬁqddaxeddmsesdusinmspmofmhsMﬁPmﬁmﬁsm

Section 8. Certain Resale Limitations.

For so long 2s the Holder owns shares of Prefirred Stock, it shall use its best
practicable efforts mot o sell a mumiser of Underlying Shares during a Trading Day in excess of
the greater of (i) zs%oftheavuagﬂdaﬂymdmgvo!mofﬁemn Swck for the five (5)
Trading Days fmmediately preceding such date and (i) 25% of the average daily trading volume
of the Common Stock on such date (in either case oZ (1) or (if), a8 reported by NASDAQ or any
mmmrenﬁtymaewdinswhsmmhnofmpmingmkpﬁm).

Section 8, Definitions, For the purposes hereof, the following terms shall bave the
following meanings:
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of Contol Tranmction® means the occumence of any of (i) an
acquisition after the date hereof by an individual or legal entity or "group” (as described in Rule
13d-5(b){1) promuigated under the Exchange Act), other than an acquisition after the date hereof
by any existing sharcholder of the Company who ovns more than 7% of the voting securities of
the Company 25 of the Original Isue Date, of in excess of 33% of dw voting securities of the
Uompany, (1) & replacement Of 3F8 Talt sne-haif of the sembies o dee Company's boad of
directors which is not appreved by those individuals who ars mesobers of the beard of directors
on the dats hereof in one ora series of nelated transactions, (i) the merger of the Company with
or into another entity, consolidation or sale ofall or substantially all of the: assets of the Company
in one or a sexies of related transactions, untess following guch transaction, the holders of the
Company's securities contimue hold at least 66% of such securities following such transaction
or (iv) the execution by the Company of an agreement to which the Company is a party or by
which it is bound, providing for any of the everns set forth above in i), (i) or GiD).

“ggm_wmm%w;mmnm& par velue $.01 per share,
and stock of any other clase into which such sbares may herezfier have been reclassified or

changed.

“*Copversion Ratio* means, at any time, a Fraction, the mmumerator of which is
Stated Value plus accrued bt i dividmﬂs(imhﬂhganyacmmdmunpaidhteﬁes
thereon) but only to the extent not pai $n shares of Cornmon Stock in accordante with the terms
bereof, and the dm:omimtorofwlnchiswc:omminnma:suchﬁme.

“Tunior Seenrities® means the Common Stock and all other equity securities of the
Company which are junior in rigles and liquidation preference to the Prefisrred Stock

mandatory Redemption Amouee! for each share of Preferred Stocle means the
sum of (f) the greater of (A) 115% of ihe Stated Value and all accrued dividends with respect 1o
such share, w@)mmof(a)mmsmmmvmonﬂnrmmy
immediately preceding (%) the date of the Triggering Event or the Conversion Date, as the case
sy be, or (y) the date of payment in full by the Company of the applicable redemption price,
whichever is greater, and (b) the Conversion Ratio calculated on the date of the Toggering
Evcnt,ortheComrsinanasﬁncasemybe,a.nd(ﬁ)allmheramum,mm expenses and
liquidated damapes due in respect of such shares of Preferred Stock.

uOrjginal Tsoue Date® shall mean the date of the first issuance of any shares of the
Preferred Stock regardless of the mumber of tansfers of any pacticular shares of Preferred Stock
and regardless of the mmlmofceﬂiﬁe&teswhichma}rheismedmevidmemhrmﬁmd
Stock

"Per Share Macket Valus® means on any particular date (2) the closing bid price
pwshareofthCommnchkonsmhdnmonthnNASDAQoronthubsequemMukaon
whichthaComnStockisthmlistedorquozed, or if there is no such price on such date, then
the ¢closing bid price on the NASDAQ or on such Subsequent Market on which the Cormoon
Smckisthenﬁmdorquotedcnthe;datemstprwedingmhdm or (b) if the Common
Swock is mtl:hm!isnedorquowdnntheNASDAQ orona SubsequentMarht,ttﬁcMsmgbsd
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price for a share of Common Swck in the over-the-counter market, as reported by the National
Quotation Buremt Incorporated or similar organization or agency succeeding to its finctions of
reporting prices) at the close of business on sueh date, or (c) if the Common Stock is not then
reported by the National Quotation Bureaw Incorporated (or simjlar organization or agency
succeeding to its functions of reporting prices), then the average of the "Pink Sheet” quotes for
the relevant conversion period, as determined in good faith by the Holder, or (d) if the Common
Stock is ot then publicly traded the fair market value of a share of Common Stock as
determined by an Appraiser selected in good fith by the Holders of 2 majority of the shares of
the Preferred Stock

"Person® means a Ccorpomalion, an 2gsociation, 2 partnership, orgamization, a
business, an individual, a government or political subdivision thereof or a governmental agency.

“Purchase Apgreemem* means the Convertible Preferred Stock Purchase
Agreement, dated as of September 30, 1998, berween the Company and the originat Holder of
the Prefemred Stock.

Repistration Rights Agreement® means the Registration Rights Agreement, dated
25 of September 30, 1998, between the Company and the original Holder of the Preferved Stock.

“Prading Day* means (2} a day on which the Compson Swck is traded on the
NASDAQ or o such Subsequent Market on which the Common Stock is then list2<d or quoted,
of (b) if the Common Stock is not listed on the NASDAQ or on & Subsequent Marker, a day on
which the Conwnon Stock is traded in the over-the-counter marlet, as reported by the OTC
Bullerin Board, or (c) if the Cormmon Stock is not quoted on the OTC Bulletin Board, 2 day on
which the Conxmon Stock is quoted in the over-the-counter macket as reported by the Natiomal
Quatation Bureay Incorporated (or any similer organization or agency succeeding its fanctions of
reporting prices); provided, however, that in the event that the Common Stock is ot listed or
quoted as set forth in (a), (b) and () bereof thea Trading Day shall mean any day except
Saturday, Sunday and any day which shall be 2 legal boliday ¢r a day on which barking
institutions in the State of New York are suthorized or required by law or other government
action to close,

«Underiying Securities Regisparion § . 4 registaation §
that meets the requirement of the Registration Rights Agreement and registers the reszle of all
Underlying Shares by the recipient thereof, who shall be mamed as 2 “selling stockholder”
thersunder,

*Undedying Shares” means, collectively, the shares of Common Stock into which
the shares of Preferved Stock ace convertible and the shares of Common Stock issuable wpon.
vayment of dividends thereon in accordance with the terns hereof
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EXHIBIY A
NOTICE OF CONVERSION

{To be Exacuted by the Registered Holder
in order 1o Convert shares of Preferred Stock)

The undersigned hereby elects o convert the mmber of shares of 7% Series D Convertible
Proforred Stock indicated below, into shares of Common Stock, par vaine $.01 per share (the
“Comman_Sreck™), of Big Entertainment, Inc. (the “Compgny") according to the conditions
hereof, as of the date written below. If shaves are to be issued in the pame of 2 person other than
undersigmd,ﬂzundemigvedwmpayanmfermmyablewi:hmmwma
delivering herswith such centificates and opinions as reasopably requested by the Company in
accordance therewith, No fee will be charged to the Holder for any conversion, except for such
transfier taxes, ifany.

Conversion calenlations:
Date to Effect Conversion
Number of shares of Preferred Stock to be Converted
Number of shares of Common Stock to be Tsaued
Apgplicable Conversion Price
Signature
Name
Address
oL,
I H43000013635
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