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ARTICLES OF MERGER
Merger Sheet

MERGING:

FIRST STATE BANK OF THE FLORIDA KEYS, a Florida corporation {Document

#182734)

INTO

KEYS BANK INTERIM BANK which changed its name to

FIRST STATE BANK OF THE FLORIDA KEYS, a Florida corporation,
P97000091535

File date: October 24, 1997

Corporate Specialist: Louvise Flemming-Jackson

Division of Corporations - P,0. BOX 6327 -Tallahassee, Florida 32314




OFFICE OF COMPTROLLER

DEPARTMENT OF BANKING AND PINANCE F l L. E D

STATE OF FLORIDA 97 0CT 24 F¥[1: 50

TALLAHASSEE ¥
32399-0350 c- ‘xT"

Rosmrr P MILLIGAN H i L {

COMPYROLLER OF FLORIDA K - }

Having given my approval on Septamber 10, 1957, to merge Firgt State
Bank of the Florida Keys, Key West, Monroe County, Florida, with and
into Keys Bank Interim Bank, Key West, Monroe County., Florida, and with
the resulting title of First State Bank of the Florida Keys, and being
satisfied that the conditions of my approval have been met, I hereby
approve for filing with the Department of State, the attached "Agreement
and Plan of Reorganization". which contains the Articles of
Incorporation of First State Bank of the Florida Keye (the resulting
bank), so that effective on October fo-rH. 1997, they shall read as

stated herein.

gTH

Signed on thig

Qctober, 1997,

A= TV

Comptroller




OFFICE OF COMPTROLLER

DEPARTMENT OF BANEKING AND FINANCE

STATE OF FLORIDA

TALLAHASSEE
32399-0350

RopxrT F. MILLIGAN
COMPTROLLER OF FLORIDA

CERTIFICATE OF MERGER

WHEREAS, Section 658.41, Florida Statutes, provides for the merger of
banks, and

WHEREAS, Keys Bank Interim Bank has been organized as a succesgor
institution as preacribed by Section §58.40(4), Florida Statutes; and

WHEREAS, I am patisfied that the terms of the Agreement and Plan of
Reorganization between the banks described below comply with Section
658.43(3), Florida Statutes, and that the other regulatory conditions of
the department have been met,

NOw, THEREFORE, I, ROBERT F. MILLIGAN, as Comptroller of Florida and
head of the Department of Banking and Finance, do hereby issue this

Certificate authorizing the consummation of merger of the following
constituent banks:

Keys Bank Interim Bank Chartexr #1040
Key West, Monroe County, Florida
First State Bank of the Florida Keys Charter #465
Key Wesgt, Monroe County, Florida

under the charter of: Keys Bank Interim Bank

under the title of: First State Bank of the Florida Keyes

under State Charter No: 1040




AND, I further authorize Pirast State Bapk of the Florida Keys to
continue the transaction of a general hapnking businegg with a main
office located at 1201 Simonton Street, xey West, Monrove county,
Florida, and with brunch offices a8 authorized by law, On the effective
date of merger, October _jZfiZZi 1997, the charter of the constituyent
ingtitution, other than the resulting hank shall be Jegemed surrendered
and the resulting bank shall be conBidered the sBame hyginess and
corporate entity as each comstituwent bapk, with all of the rights,
powers, and duties of each constituent jipstitution, except as limited by
the charter and by-laws of the resulting State bank, A1l constituent
ingtitutions, other than the resulting bank, are deamed to be branches

of the resulting bank.

Signed and Sealed this ___8___,_

day of October., 1397,

~ \'\.\

Comptroller . S
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SPECIAL MEETING OF THE SHAREHNOLDERS

A special meeting (the "Meeting") ©f the shareholders was
held at the main pbranch ar 1201 Simonton St. on September 3, 1997
pursuyant to a Notice of Meeting duly given. The Board members
Present were:

Mr. John M, Spottswood, Jr., Chairman
Mr. Joseph B. Allen

Mr. Greg p. Artman

pr. Frank v. Bervaldi

Mr. Gary Blum

Mr. William 0. Kemp

Mr. Robert A. Spottswood

Mr. Norman B. Woocd, Sr.

Mr. Daniel E. Lee, Jr., President & CEO

AlsO pregent were:

Mr. Stuart ames, Bank Counsel

Mr. Diego Caso, Sr. Vice President & cashier

Ms. Susan Czekaj, Assistant vice President & Sr.
Accounting Officer

Mr. Randy Moore, internal pauditor

Mrs. Karen Sharp, Sr. Vice President & Chief
Financial Cfficer

Chairman spottswood presented proof of the Notice of Meeting
and the list of the shareholders of the Bank of record as of the
cloge of busipess on August 1, 1997, which was the record date
fixed for the Meeting by the Board of Directors of the Company
for the determination of sharehclders entitled to notice of and
to vyote at the Meeting, which indicated that the Notice was valid
and in proper form and that the shareholders of the Ccmpany had
recejved legal notice of the Meeting.

Chairma gpottswood appOinted Mrs. Karen Sharp, Chief
FPinancial Offjcer and Mg, Susan czekaj, Senior Accounting Officer
as Inspectors of Election to perform duties as Inspectors of
Election for the Meeting,

Chairman Spottswood regquested the Inspectors to determine if
there was a quorum. Mrg, sharp responded that 34,100 shares were
pregent either in person or DY proxy constituting approximately
94% of the total issued and outstanding common stock on the
record date, which constituted a quorum as defined in the Bylaws
of the Bank. chairman gpottswood declared that the meeting was
legally constituted for the trancaction of business.

Chairman spottswood asked if there were any questions about
the proxy and materials mailed on August g, 1997 to shareholders
of yecord August 1, 1997 with respect tLO the following
regplution:




CERTIFICATE

The undersigned, in his capacity as Secretary of First State
Bank of the Florida Keys, a Florida banking corporation (the
"Bank"), hereby certifies on behalf of the Bank, that:

1. Attached hereto is a true and correct copy of the
minutes of a special meeting of the shareholders of the Bank duly
called and held on September 3, 1997 approving that certain
Agreement and Plan of Reorganization, dated as of the 21st day of
July 1997, by and between the Bank and Keys Bank Interim Bank, a
Florida interim banking corporation. None of the resolutions
contained therein have been amended, modified or repealed and
each such resolution is now in full force and effect.

IN WITNESS WHEREOF, the undersigned, in his capacity as
Secretary of the Bark, has executed this Certificate on behalf of
the Bank as of this 18th day of September, 1987.

FIRST STATE BANK OF THE FLORIDA KEYS

By: @f)’f =< Q'D’f_

) Z7Diego L. Caso
Secretary

-




RESOLVED, that the Agreement and Plan of Reorganization
dated July 21, 1997 between the Bank and Keys Bank
Interim Bank ("Interim"), pursuant to which, among
other things, (i) the Bank will be merged (the
uMerger") with and into Interim, (ii) the resulting
bank of the Merger (the "Resulting Bank"} will change
its name to "First State Bank of the Florida Keys" and
(iii) each share of Common Stock, par value $20.00 per
share, of the Bank will be converted into the right to
receive 1/50th of a share of the Common Stock, par
value $20.00 per share, of the Resulting Bank, be and
the same hereby is in all respects approved.

There were none.

Chairman Spottswood asked if anyone needed a ballot or
if anyone needed to change their vote. There were no responses.
Accordingly, Chairman Spottswood stated that all persons desiring
to vote having done so, the polls were now closed and that while
the Inspectors of Electicn were tabulating the votes he would
take any questions which the shareholders may have.

A Shareholder asked if anything would preclude the Bank from
going forward with the reorganization. Mr. Ames said that it was
up to the state and federal regulators as to how quickly the Bank
could go forward.

Chairman Spottswood asked the Inspectors of Election if the
ballots had been counted. Mrs. Sharp reported that 33,717 shares
were voted in favor of the resolution, representing approximately
98.88% of those voting and approximately 93.10% of all
outstanding shares. Chairman Spottswood stated that the report
of the Inspectors of Election will be filed with the records of
the meeting.

Chairman Spottswood said that the resolution had passed and
that the Agreement and Plan of Reorganization had been adopted
and approved by the shareholders of the Bank.

Chairman Spottswood asked for any further discussion. A
shareholder inquired about the rationale for the Bank undertaking
the reorganization and its decision to elect S Corporation
status. Chairman Spottswood responded that the Bank expected
that the S Corporation election would result in substantial tax
savings to the Bank and its shareholders.

There being no further business, on a motion by Mr. Wood,
seconded by Mr. Blum the Meeting was adjourned,




3 . . - -
i?%HK4LLL/\fhgg¢aszgz*—/
Bonnie McIntyre
Recording Secretaxy

Secretary




FIRST STATE BANK OF THE FLORIDA KEYS
SBECIAL MEETING OF STOCKHOLDERS
SEPTEMBER 3, 15g7

CERTIFICATE OF THE INSPECTORS OF ELECTICON

We, the undersigneq, duly appointed InSpectors of Election of
First State Bank ©OFf the Florida KeyS (the "Corporation”)., do
hereby cercify 85 follows:

1. That the Special Meeting of Stockholders of the
Corporation was held at the principal ©ffices of the COrporation

at 1201 Simonton Street, Key West on Wednesday, September 3, 1997

at 5:00 p.m., 10cal time, pursuant tO Notice of special Meeting

mailed to all Stockholders.

2. That before entering upon the discharge of our duties, we
were duly sworn, and the oath so taken by us annexed heretep.

3. That we determined that:

a. The numper of outstanding Shares of Common Stock of
the Corporation @S of August 1, 1997, the record date for said
meeting, was 36,215,

b. such shares are entitled t© one vote per share with
respect to all Matters required by 138¥W to be submitted to
shareholders; and

c. 34,100 of such shares wére represented at the
meeting constitUting a quorum in accordance with the aPPlicable
provisions of the By-Laws of the COrPOration.

4. That we inspected the signed Proxies used at the meeting;
and found the same to be valid and in Proper form.

5. That we reQeived the votes ©f Che shareholders in




connection With the vote on a reSOlution to approve an

Agreement and plan of Merger dateq July 21, 1997, between the
Corporation and Keys Bank Interim Rank, as more fully described
in the Notice of gpecial Meeting and did canvass the votes cast,

and the result of the votes taken ar such meeting was as follows:

Votes For Votes Against**« pbstentions

33,717 368 is

That the above described resolution, having received the
number of VOtes constituting at least majority of the votes cast,
was declared by us duly approved by the stockholders of the
Corporation.

IN WITNESg WHEREOF, we have duly executed this Cextificate

this 3rd day ©f September, 1997.

Insfector ‘Susan Czekaj.

***Including _ 260  shares reduired to vote "Against" in order
to elect tO Yeceive the Cash Consideration in lieu ©f shares in

the Resulting Rank.




FIRST STATE BANK OF THE FLORIDA KEYS

SPECIAL MEETING OF STOCKHOLDERS
SEPTEMBER 3, 1997

OATH OF INSPECTORS QOF ELECTION
STATE OF FLORIDA
COUNTY OF MONROE

We, the undersigned, duly appointed Inspectors of Election
of First State Bank of the Florida Keys (the "Corporation"),
being duly sworn, do solemnly swear that we will fairly and
impartially perform our duties as Inspectors of Election szt the
Special Meeting of Stockholders of the Corporation to be held
September 3, 1997, in connection with such matterg as are set
forth in the Notice of Special Meeting of Stockholders of the
Corporation, dated August 5, 1997 and in connection with such
other matters on which we may be called upon to act, ang w;ll
faithfully and diligently canvass the votes cast in connection
with such matters, and will honestly and truthfully report on

such matters.

d L. s/

Sharp ‘77

Sworn to and Subsggibed
. before me this _/ day of
. Septembeyr, 1997.

ﬁﬁmg”"eumwamcmMM
L7 AT MY COMMISSION £ Cf 583404
3 DXPIRES: Saptampge 9. 2000

haﬁf gonced Thru Notary Pudc Linaswstiars

e —— ]

Mﬁbaﬂ#%}ééiCZLA/
/Susan Czekaj J a

Sworn to and subsc ibed
before me thisg day of
September, 1937,

s Yy Ape

otary Public

S Bt ELEANOR M. CARMAN
i %"} MY COUMISSION ¢ CG sayie
o &Mmmmwvatumuan

i
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AGREEMENT AND PLAN OF REORGANIZATION, dated as of July 21, 1997 (&h;@
"Agreement"), by and between First Siate Bank of the Florida Keys, a Florida chartered
commercial bapk (the "Bank"), and Keys Bank Interim Bank, a to-be-formed interim state
chartered commercial bank ("Interim")_

WITNESSETH:

WHEREAS, the Board of Directors of the Bank has determined that it is in the best
interests of the Bank ang its stockholders for the Bank to be reorganized as a Subchapter S
corporation (an “S” Corporation) under the Internal Revenue Code of 1986, as amended, and the
rules and reguiations promulgated thereynder (“the Code");

WHEREAS, Interim is being organized as an interim state-chartered commercial bank with
certain members of the Board of Directors of the Bank (the “Board™), as its stockholders for the
sole purpose of consummgating the reorganization and merger contemplated by this Agreement.

WHEREAS, as of the date of this Agreement, the authorized capital stock of the Bank
consists of 44 925 shares of common giock, par value $20.00 per share (the "Bank Common
Stock"y;

WHEREAS, the aythorized capital stock of Interim will copsist of 44,925 shares of
common stock, par value $20.00 per share (the "Interim Common Stock");

WHEREAS, the aythorized capigl stock of the resulting financia| institution in the Merger
will consist of 44,925 shares of commop, stock, par value $20.00 per share (the "Resulting Bank
Common Stock");

WHEREAS, the reorganization of the Bank into an S Corporation will be accomplished
by the following steps: (j) the formatjon of Interim by certain members of the Board as its
stockholders and (ii) the merger of the Bank with and into Interim (the "Merger") pursuant to
which (a) each outstanding share of Bapk Common Stock will be copverted automatically into
1/50th of a share of Resulting Bank Common Stock, with any stockhglder who is not entitled to
receive at least one whole share of Resuiting Bank Common Stock a5 a result of the Merger
receiving cash in lieu of fractional shares and (b) all of the outstanding shares of Interim Common
Stock outstanding immedjately prior to the Merger (which will be held entirely by the members
of the Board forming Interim) will be canceled;

'WHEREAS, Interim will have nominal assets and nomina liabilities, if any, and
accordingly, the capital account, surplus and retained earnings of the resulting financial institution
in the Merger will be sypstantially equivalent to those of the Bank immediately prior to the

Merger, except for reductjons attributabje to any cash paid to stockholders of the Bank pursuant
to the terms of this Agreement; and

WHEREAS, the Bank and Interim are entering into this Agreement to set forth the terms
and conditions of the Merger.




NOW, THEREFORE, in consideration of the mutua)] promises herein contained and
intending to be legally bound, the parties hereto agree as follows:

1. MERGER

1.1  The Merger. On the Effective Date (as defined in Section 1.4 below), the
Bank will be merged with and into Interim under the terms of this Agreement, and the s€parate
existence of each of the Bank and Interim shall be merged into apd continued in the resulting pank
(the "Resulting Bank"). The name of the Bank shall be retained by the Resulting Bank.

1.2 Effects of the Merger.

(a)  Transfer of Assets and Liabilities. Upon the consummation of the Merger,
the separate corporate existence of each of the Bank and Interim shall cease as a consequence of
being merged into the Resulting Bank. On and after the Effective Date, gll rights, franchjses,
property, powers and other interests (whether tangible or intangible) of each of the Bank and
Interim, and all ohligations and liabilities thereof shall be transferred 10, be vested in, and become
the obligations of the Resulting Bank by virtue of the Merger, Without any deed or other
instrument of transfer.

(by  Articles of Incorporation and By-laws, The articles of incorporation of
Interim as in effect immediately prior to the Merger, shall be the articles of incorporation of the
Resulting Bank (the "Articles of Incorporation”), except that the name of Interim shall be Changed
to the name of the Bank - "First State Bank of the Florida Keys" The by-laws of Interim in effect
immediately prior to the Merger shall be the by-laws of the Resulting Bank (the "By-laws"),
except that any references to the name of Interim in such By-]aws shall be changed to the pame
of the Bank.

(c)  Name and Place of Business. The businegs of the Resulting Bank shaj] be
identical to that of the Bank and shall be that of a Florida state chartered commercial bank, The
Resulting Bank shall conduct this business under the name of the Bank - "First State Bank of the
Florida Keys", and its main office shall remain at the Bank's majn office at 1201 Simonton Street,
Key West, Florida 33040. At the Effective Date, the branch offices of the Bank which were in
lawful operation immediately prior to the Effective Date shall be retained and operated as branches
of the Resulting Bank. Schedule 1.2(c) hereof sets forth the Jocation of each branch office that
will be operated immediately after the Effective Date by the Resulting Bank.

(d) Board of Directors. After the Merger, the Board of Directors of the
Resulting Bank shall be identical to the Board of Directors of the Bank immediately prior to the
Effective Date. The directors of the Resulting Bank, whose names and addresses are set forth on
Schedule 1.2(d) hereof, shall hold office subject to the Articles of Incorporation and By-laws of
the Resulting Bank.

@) Executive Officers. After the Merger, the executive officers of the Bank
immediately prior to the Effective Date shall constitute the execytive officers of the Resulting Bank
until such time as their respective successors have been elected and qualified. The executive
officers of the Resulting Bank, whose names and addresses are set forth on Schedule 1.2(¢) hereof,
shall hold office subject to the Articles of Incorporation and By-laws of the Resulting Bank




(  Trust Powers. The Resulting Bank shall not have tryst powers.

1.3 Prior Approvals. The Merger is subject to approval of certajn federal and
state regulatory agencies including, without limitation (i) the Federal Deposit Insurance
Corporation (the "FDIC"); (ii) the Florida Department of Banking and Finance (the "Depart-
ment"); and (iii) any other regulatory authorities having jurisdiction (collectively, the "Applicable
Regulatory Authorities"), In addition, the Merger is subject to @ number of other conditions set
forth herein, including, without limitation, approval by the stockholders of each of the Bank and
Interim.

1.4 Effective Date. Subject to the satisfaction or waiver of the conditions
precedent set forth in Article 3 of this Agreement, the parties shall cause the Merger to become
effective by requesting in accordance with all applicable regulations that a Certificate of Merger
(the "Certificate of Merger") be issued with respect to the Merger. The date and time specified
in the Certificate of Merger issued by the Department shall for al] purposes hereunder be the

effective date and time of the reorganization and Merger contemplated by this Agreement (the
"Effective Date")-

2.  CONVERSION GF STOCK; DISSENTING SHARES

2.1 Conversion of Bapk Commeon Stock. On the Effective Date and as
a result of the Merger, each issued and outstanding share of Bank Common Stock, other than
Dissenting Shares (as defined below), Disqualified Shares (as defined below) and Disqualifying
Shares (as defined below) shall, by virtue of the Merger and without further actiop by the holder
thereof, cease to b€ an issued and outstanding share of Bank Commuon Stock and shall become and

be converted into 1/50th of a share of Resulting Bank Common Stock. Any shares of Resulting
Bank Common Stock not issued to holders of Bank Common Stock in the Merger ghall remain as
authorized but unissued ghares of capital stock of the Resulting Bank.

2.2 Conversion of Interim Compmon Stock. On the Effective Date and as a result
of the Merger, each share of Interim Common Stock issued and outstanding immegdiately prior to
the Effective Date, all of which will be held by the members of the Board forming [nterim, shall
be canceled and extingujshed without any payment Or other cOmsideration made with respect
thereto and such shares will be deemed to be authorized byt unissued shares of the Resulting Bank.

2.3 Dissenting Shares. The holder of any Dissenting Share shall have the rights,
subject to the limitations, provided by applicable law. A "Dissenting Share” shall mean any share
of Bank Common Stock for which the holder thereof wi|l, immediately after the Effective Date,
be entitled to seek appraisal rights under Florida law.

2.4 Stock Certificates.

(a)  Ator after the Effective Date, non-dissenting holders of a certificate
or certificates theretofore evidencing issued and outstanding shares of Bank Common Stock shall
be required to exchange their existing certificates for one or more certificates representing the
number of shares of RFSultiﬂg Bank Common Stock or cash, as applicable, into Which such shares
were converted by Virtue of the Merger. As s00n as practicable after the Effective Date, the
Resulting Bank shalt deliver to each record holder of Bank Common Stock a form of letter of
transmittal which, among other matters, shall specify how such stockholder shall receive ihe shares
of Resulting Bank Common Stock or cash, as applicable, payable as a result of the Merger. As

_3-




soon as practicable after surrender to the Resulting Bank of a properly executed letter of
transmittal and any certificates which immediately prior to the Effective Date shall have
represented any then issued and outstanding shares of Bank Common Stock, the Resulting Bank
shall, subject 1o the provisions of Sections 2.6 and 2.8 hereof, cause to be distributed to the person
in whose name such Bank Common Stock shall have been registered either (i) certificates
registered in the name of such person representing the shares of Resulting Bank Common Stock
into which such shares of Bank Common Stock shall have been converted at the Effective Date or
(ii) a check payable to such person representing the payment of cash in lieu of fractional shares
determined in accordance with Section 2.5 hereof. Notwithstanding any provision in this
Agreement to the contrary, no person shall be eligible to receive shares of Resulting Bank
Common Stock in connection with the Merger unless prior thereto such person delivers to the
Resulting Bank such documentation as the Resulting Bank may reasonably request in order (0
determine whether, in the reasonable judgment of the Resulting Bank, such person is permitted
to be a stockholder of an S Corporation. Until surrendered as contemplated by the second
preceding sentence, each certificate which immediately prior to the Effective Date shall have
represented any then issued and outstanding shares of Bank Common Stock shall be deemed at and
after the Effective Date to represent only the right to receive, upon such surrender, the certificates
or cash payment contemplated by the second preceding sentence.

()] No dividends or other distributions declared after the Effective Date
with respect to shares of Resulting Bank Common Stock and payable to the holders of record
thereof after the Effective Date shall be paid with respect to Bank Common Stock converted into
Resulting Bank Common Stock in the Merger until such properly executed letter of transmittal and
a properly executed S Corporation Election (as defined below) and any unsurrendered certificates
representing such shares of Bank Common Stock are surrendered as provided herein. Upon the
surrender of such letter of transmittal, S Corporation Election and any such outstanding
certificates, however, there shall be paid to the record holder of the certificates of Resulting Bank
Common Stock issued in exchange for the shares of Bank Common Stock (but not with respect to
any fractional shares of Resulting Bank Common Stock for which cash is to be paid in lien
thereof), the aggregate amount of dividends and distributions, if any, which theretofore became
payable in respect of the shares of Resulting Bank Common Stock into which such Bank Common
Stock is converted, subject in any case to any applicable escheat laws and unclaimed property
laws. No interest shall be payable on ar in respect of the payment of such dividends or cash in
lieu of fractional shares on surrender of outstanding certificates.

2.5  Cash in Lieu of Fractional Shares. Notwithstanding any other provision of
this Agreement to the contrary, no certificates or script representing fractional shares of Resulting
Bank Common Stock shall be issued upon the conversion of shares of Bank Common Stock in the
Merger unless the registered holder of such Bank Common Stock immediately prior to the
Effective Date is otherwise entitled to receive at least one whole share of Resulting Bank Common
Stock upon conversion of all shares of Bank Common Stock registered in such holder's name
immediately prior to the Effective Date. Other than fractional shares issued to a holder of at least
one whole share of Resulting Bank Common Stock in accordance with the preceding sentence, no
dividend or distribution of the Resulting Bank shall relate to any fractional share otherwise
issuable pursuant to the terms hereof and such fractional share interests will not entitle the owner
thereof to vote or to any rights of a stockholder of the Resulting Bank. In lieu of any fractional
shares, there shall be paid to each holder of shares of Bank Common Stock who is not entitled to
receive at least one whole share of Resulting Bank Common Stock in accordance with this Article
2 and who otherwise would be entitled to receive a fractional share of Resulting Bank Common
Stock, an amount in cash (without interest) equal to the fair market value of such shares of Bank




Common Stock immediately prior to the Effective Date as determined by the Board of Directors
of the Bank.

2.6  Disqualified Shares. Notwithstanding anything in this Agreement to the
contrary, no stockholder shall be entitled to receive shares of Resulting Bank Common Stock
pursuant to the Merger unless such stockholder is, on the Effective Date, permitted to be a
stockholder of an S Corporation under the Code. Any stockholder who is not permitted to be a
stockholder of an § Corporation on the Effective Date shall be deemed for all purposes of this
Agreement to have elected to receive the fair market value of his shares of Bank Common Stock
in cash and shall not be deemed to have received, or to have been entitled to receive, shares of
Resulting Bank Common Stock in connection with the Merger (such shares of Bank Common
Stock held by a stockholder who is not, on the Effective Date, permitted to be a stockholder of an
S Corporation are referred to herein as "Disqualified Shares”). For purposes of this Agreement,
the term “Disqualified Shares” shall include any shares of Bank Common Stock held by a
registered holder of Bank Common Stock which shares would be deemed under the provisions of
the Code relating to S Corporations to be held by more than one holder, unless each such deemed
beneficial holder possesses sole beneficial ownership of at least fifty shares of the shares of Bank
Common Stock held by such registered holder as determined under applicable law. The fair
market value of Disqualified Shares shall be determined in the same manner, and shall be assigned
the same value as shares of Bank Common Stock for which the holder thereof is entitled to receive
cash in lieu of fractional shares pursuant to Section 2.5 hereof.

2.7  Ownership Inquiry.

{(a) If it is determined by the Board of Directors, in their sole discretion,
to be prudent to prevent the Resulting Bank from failing to qualify as an S Corporation, the
Resulting Bank may by notice in writing require a record holder of shares of Bank Common Stock,
or any person that the Resulting Bank knows to have, or has reasonable cause to believe has,
beneficial ownership of shares of Bank Common Stock, to certify to the Resulting Bank in such
manner as the Resulting Bank shall deem appropriate (including by way of execution of any form
of affidavit by such person) that, to the knowledge of such person all shares of the Bank Common

Stock as to which such person has record ownership or beneficial ownership are not Disqualified
Shares.

(b)  With respect to any shares of Bank Common Stock identified by such
person in response to subsection (a) of this Section 2.7, the Resulting Bank may require suich
person to provide such further information as the Bank may reasonably require to implement the
provisions of Sections 2.6 and 2.7 hereof.

(c)  For purposes of applying the provisions of Section 2.6 and 2.7 hereof
with respect to any shares of Bank Common Stock, in the event of the failure of any person to
provide the certificate or other information to which the Resulting Bank is entitled pursuant to this
Section 2.7, the Resulting Bank may presume that the shares of Bank Common Stock in question
are Disqualified Shares.




' 2.8 Execcution of S Corporation El¢ction. The Bank or the Resulting Bank
shall deliver to each record holder of Bank Common Stock a form of consent (the 'S Corporation
Election") that will constitute such stockholder's consent to the Resulting Bank electing to be
treated as an § Corporation. Notwithstanding anything in this Agreement to the contrary, no
stockholder shall be entitled to receive shares of Resulting Bank Common Stock pursuant to the
Merger if such stockholder does not return a duly executed S Corporation Election to the Resulting
Bank on or before the date which is 30 days after the Effective Date (the "Election Deadline").
Any stockholder who does not return a duly executed S Corporation Election by the Election
Deadline shall be deemed for all purposes of this Agreement to have elected to receive the fair
market value of his shares of Bank Common Stock in cash and shall not be deemed to have
received, or to have been entitled to receive, shares of Resulting Bank Common Stock in
connection with the Merger (such shares of Bank Common Stock held by a stockholder who does
not return a duly executed S Corporation Election by the Election Deadline are referred to herein
as "Disqualifying Shares"). The fair market value of Disqualifying Shares shall be determined in
the same manner, and shall be assigned the same value as shares of Bank Common Stock for
which the holder thereof is entitled to receive cash in lieu of fractional shares pursuant to Section
2.5 hereof.

2.9 Issuance Other Than to Record Qwner. If any cash or certificate
representing shares of Resulting Bank Common Stock is to be paid to or issued in a name other
than that in which the certificate surrendered in exchange therefor is registered, it shali be a
condition of the payment or issuance thereof that the certificate so surrendered shall be properly
endorsed and otherwise in proper form for transfer to the person designated to receive such shares
be permitted to be a stockholder of an S Corporation and that the person requesting such exchange
shall pay to the Resulting Bank any transfer or other taxes required by reason of the issuance of
a certificate representing shares of Resulting Bank Common Stock, or the payment of cash in lieu
of fractional shares, in any name other than that of the registered holder of the certificate
surrendered, and with respect to the issuance of Resulting Bank Common Stock, it shall be a
further condition that such issuance to the requesting person would not cause the Resulting Bank
to fail to be treated as an S Corporation,

2.10 No Further Transfers of Bank Common Stock. After the Effective Date,
there shall be no further registration of transfers on the stock transfer books of the Resulting Bank
of the shares of Bank Common Stock which were outstanding immediately prior to the Effective
Date. If, after the Effective Date, certificates representing such outstanding shares are presented
to the Resulting Bank, they shalt be canceled and exchanged for cash or certificates representing
the shares of Resulting Bank Common Stock, as the case may be, into which the holder thereof
is entitled, as provided in this Article 2, subject, however, to the restrictions on transfer set forth
in the Articles of Incorporation of the Resulting Bank.

2.11 Sole Rights; Continuity of Rights and Preference. On the Effective Date,
the holders of certificates formerly representing shares of Bank Common Stock outstanding
immediately prior to the Effective Date shall cease to have any rights with respect to such shares
of Bank Common Stock and their sole rights on and following the Effective Date shall be with
respect to the shares of Resulting Bank Common Stock or cash, as the case may be, into which
their shares of Bank Common Stock shall have been converted by virtue of the Merger, or shall
be to perfect such alternative rights, if any, as they may have as dissenting stockholders as
provided under Florida law.




3. CONDITIONS. The obligations of the parties hereto to consummate the Merger
and the other transactions contemplated hereby are subject to the satisfaction of each of the
following conditions:

3.1  Board Approval. The authorization of this Agreement and the Merger by
the respective Boards of Directors of the Bank and Interim shall not have been revoked or
adversely modified.

3.2 Stockholder Approval. This Agreement and the Merger shall have been
duly approved and adopted by the affirmative votes of the holders of a majority of each of the
outstanding shares of Bank Common Stock and the outstanding shares of Interim Common Stock.

3.3  Sufficient Capital. The Bank shall have sufficient regulatory capital to
enable the Resulting Bank to distribute cash to those stockholders who are entitled to receive cash
in lieu of fractional shares pursuant to Article 2 hereof and to those stockholders who have
preseri\"ed their right to exercise dissenters' rights to demand payment of the appraised value of
their shares,

3.4  Regulatory Approval. All approvals, waivers and authorizations of, filings
and registrations with, and notifications to, all Applicable Regulatory Authorities required for
consummation of the Merger shall have been obtained or made and shall be in full force and effect
and all applicable waiting periods shall have expired. No such approvals or authorizations shall
contain or be subject to terms or conditions which the Bank deems to be burdensome.

3.5  Tax Free. The Merger shall constitute a tax-free reorganization for United
States federal income tax purposes.

3.6  Other Approvals. All other consents and approvals and the satisfaction of
all other requirements that are necessary, in the opinion cof the Bank or Interim, for the
consummation of the Merger shall have been obtained.

4. TERMINATION; AMENDMENT

4.1  Tepnination of Agreement. This Agreement may be terminated by the Bank
or Interim at any time before the Effective Date in the event that (2) any action, suit, proceeding
or claim has been instituted, made or threatened relating to the Agreement which shall make
consummation of the transactions contemplated hereby inadvisable in the opinion of the Bank or
Interim or (b) for any other reason consummation of the transactions contemplated hereby is
inadvisable in the opinion of the Bank or Interim. Such termination shall be effected by
authorization of the Board of Directors of the Bank whereupon this Agreement shall be terminated
and there shall be no liability hereunder on account of such termination on the part of the Bank,
Interim or the directors, officers, employees, agents or stockholders of any of them. In the event
of termination of this Agreement, the Bank shall pay the fees and expenses incurred by itself and
[nterim in connection with this Agreement and the Merger.

4.2 Amendment. This Agreement may be amended or modified at any time by
mutual written agreement of the parties (a) in any respect prior to the approval hereof by the
stockholders of the Bank entitled to vote hereon, and (b) in any respect subsequent to such
approval, provided that any such amendment or modification subsequent to such approval (i) shall
be approved by the Applicable Regulatory Authorities and (ii) shall not in any manner which is
materially adverse to the holders of Bank Common Stock (A) alter or change the method of
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converiing the issued and outstanding shares of Bank Common Stock into shares of Resulting Bank
Common Stock, respectively, (B} alter or change any provision of the Articles of Incorporation
of the Resulting Bank, or (C) otherwise materially adversely affect the stockholders of the Bank.

5. MISCELLANEQOUS

5.1  Successors. This Agreement shall be binding on the respective successors
of the Bank and Interim.

5.2 Counterparts. This Agreement may be executed in one or more
counterparts.

5.3  Governing ¥aw. This Agreement shall be governed by and construed in
accordance with the laws of the State of Florida.

5.4  Execution by Jnterim. The Bank acknowledges that as of the date hereof,
Interim is in the process of organizing and has not received its charter from the Department.
Therefore, Interim does not have the legal capacity to execute this Agreement as of the date
hereof. The members of the Board forming Interim agrees to cause Interim to execute this
Agreement promptly following the organization of Interim upon receipt of approval from the
Department for Interim to be organized. The members of the Board forming Interim, as the sole
stockholders of Interim, hereby approve and ratify this Agreement and the transactions
contemplated hereby. The Bank agrees to be bound by this Agreement prior to and following such
execution by Interim.
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IN WITNESS WHEREOF, the Boards of Directors of the parties
hereto have approved this Agreement and the duly authorized
officers of each have executed this Agreement on their behalf as
of the date first above written.

AtCest: FIRST STATE BANK OF THE FLORIDA
KEYS

By: Bipait W%&Jﬂd\u By : &'-/'/k———/

Daniel E. Lee, Jr.

Attest: KEYS BANK INTERIM BANK

S/

7 eph E. Allen

t

Attest:

By Bhuu.,u WQ%U By:

Dr. Frank V. Bervaldi

Attest:
BYM' %Mmy By:

U John YJ Eij}tswood,Jr.

By: By:

Attest:

Norman B. Wcod




IN WITNESS WHEREOF, the Boards of Directors of the parties
hereto have approved this Agreement and the duly authorized
officers of each have executed this Agreement on their behalf as
of the date first above written.

Attest: FIRST STATE BANK OF THE FLORIDA
KEYS

By:

Daniel E. Lee, Jr.

Attest: KEYS BANK INTERIM BANK

By: By

-Joseph B. Allen

By:
Dr. Frank V. Bervaldi

Attest:

By: By:
John M. Spottswood, Jr.

Attest:

BY: "““"‘Z‘J"ﬂlﬁ\ By : %)“WMM (Q,U)d(@

Norman B. Wood




Daniel E. Lee, Jr. _
President and Chief Executive Officer

*Executed only with respect to Section 5.4 hereof.
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SCHEDULE: 1,2(c)

Locafions of Branches of the Resulting Bank

1. 3406 North Roosevelt Boulevard, Key West, Florida 33040

2. Key West Winn Dixie Marketplace, 2778 North Roosevelt Bouleyard, Key West,
Florida 33040

Mile Marker 17, U.S. Highway One, Sugarloaf Shores, Florida 33044
Mile Marker 24.9, U.S. Highway One, Summerland Key, Florida 33042
151 Key Deer Boulevard, Big Pine Key, Florida 33043

A U

Big Pine Key Winn Dixie Marketplace, 251 Key Deer Boulevarg, Big Pine Key,
Florida 33043

=

97670 Overseas Highway, Key Largo, Florida 33037
8. 101427 Overseas Highway, Key Largo, Florida 33037*

* Proposed branch location pending regulatory approval. Operations at this |pcation Will be
congdycted only upon receipt of all necessary regulatory approvals,




Name

Joseph B. Allep, Ir.

Gregory D. Artman
Dr. Frank V. Bervaldi

Gary Blum

Daniel E. Lee Jr.

Jerry Luptak

John M. Spottswood, Jr.

Robert A. Sportswood

Norman B, Woaod

Carl R. Zwerper

SCHEDULE 1.2(d)

Board of Directors of the Regulting Bank

Addyess

813 waddell Avenue
KEy west, FL 33040

1547 5™ Street
Key west, FL 33040

340¢ Rivera Drive
Key West, FL 33040

1111 Johnson Street
Key west, FL 33040

P.0O. Box 1529
Key West, FL 33041

12 Agzalea Drive
Key West, FL 33040

60 Tannancour Pl,
Grosspoint Farms, MI 48236

522 Caroline Street
Key west, FL 33040

532 Caroline Street
Key West, FL 33040

1021 Washington Street
Key West, FL 33040

431 So. Surf Road
Hollywood, FL. 33019




SCHEDULE. 1.2(e}
Executive Officers of the Resulting Bank

Name Office Address
John M. Spottswood, Jr. Chairman of the Board 522 Caroline Street
Key West, FL, 33040

Daniel E. Lee, Jr. President and Chief 12 Azalea Drive

Executive Officer Key West, FL. 33040
Kurt Lewin Senior Vice President and 404 White Street

Senior Loan Officer Key West, FL. 33040
Karen M. Sharp Senior Vice President and P.O. Box 719

Chief Financial Officer Summerfand Key, FL 33042
Bette Brown-Herlth Senior Vice President 37 Mutiny Place

Key Largo, FL 33037

Doria Fernandez Vice Prestdent 3716 Northside Drive
Key West, FL 33040




ARTICLES OF [NCORPORATION
OF
FIRsT STATE BANK OF THE FLORIDA KEYS
The undersigned hereby associate themselves together for the purpose of forming a

corporation under and by virtue of the Laws of the State of Florida, with and upder the following
Articles of Incorporation.

ARTICLE I

The name of the Corporation shall be First State Bank of the Florida Keys and its initial
place of business shaj] be 1201 Sijmonton Street in the City of Key West, in the County of Monroe,
and the State of Florida.

ARTICLEII

The general nature of the business to be transacted by the Corporation shall be: That of a
general banking business with aJ) of the rights powers and privileges granted and conferred by the
banking laws of the State of Fjorida, regulating the organization, powers and management of
banking corporations,

ARrTiICLEIIN
The authorized capital stock of the Corporation shall be Eight Hundred Ninety-Eight
Thousand Five Hundred Dollars ($898,500.00) of common stock to be divided into Forty-Four
Thousand Nine Hundred Twenty-Five (44,925) shares of the par value of Twenty Dollars ($20.00)
each.
ARTICLETV
The Corporation shall have perpetual existence.
ARTICLEV
The business and affairg of the Corporation shall be managed and conducted by: (i) a Board
of not less than five nor more than twenty-five Directors who shall be elected annually by the

stockholders at theijr annual meeting to be held at its place of business in the City of Key West in
the County of Monroe and State of Florida (uring the month of January of each year after the




Corporation shall be fully authorized to commence business; provided, however, that if so
authorized by a majority of the stockholders by appropriate action of the stockholders at the next
preceding annual meeting, a majority of the full Board of Directors may, at any time during the
year following the annual meeting of stockholders in which such action has been authorized,
increase the number of Directors within the [imits specified above, and appoint persons to fill the
resulting vacancies, provided further that in any one year not more than two such additional
Directors shall be authorized pursuant to this provision; and (ii) by a President, who shall be a
Director, and one or more Vice-Presidenis and a Cashier and such other officers as may be
designated in the by-laws of the Corporation, who shall be elected by the Board of Djrectors, at
the same place, on the same day and immediately after said Board of Directors shall be elected by
ihe stockholders; provided that the offices of Vice President and Cashier may be combined in one
and the same person.

ARTICLE VI
Until the Directors elected at the first annual meeting of the stockholders and the officers

elected at the first annual meeting of the Directors shall be qualified, the business of the
Corporation shall be conducted by the following named Directors:

Namge Post Office Address

Joseph B. Allen, Ir. 813 waddell Avenue
Key West, FL 33040

Gregory D. Artman 1547 5" Street
Key West, FL 33040

Dr. Frank V, Bervaldi 3406 Rivera Drive
Key West, FL. 33040

Gary Blum 1111 Johnson Street
Key west, FL 33040

William O, Kemp P.O. Box 1529
Key West, FL 33041

Daniel E. Lee, Ir. 12 Azalea Dr.
Key west, FL 33040

Jerry Luptak 60 Tannancour Pl.
Grosspoint Farms, MI 48236




johy, M. Spottswood, Jr.

Ropert A. Spottswood

Narman B. Wood.

Cay| R. Zwerner

522 Caroline Street
Key West, FL, 33040

532 Caroline Street
Key West, FL. 33040

1021 waShington Street
Key West, FL 33040

431 So. Surf Rq.
Hollywood, KL, 33019

ang by the following officers:

Name

Johp M. Spottswood, Jr.

Dapjet E. Lee, Jr.
Diego L. Caso
Kuy Lewin

Kayen M. Sharp
Beye Brown-Herlth

Daria Fernandez

Office

Chairman of the Board
President and Chief
Executive Officer

Senior Vice President
Cashier/Security Officer

Senior Vice President and
Senior Loan Officer

Sentor Vice President and
Chief Financial Officer

Senior Vice President
Regional Manager-Upper Keys

Vice President
Branch Manager of Main Branch

ARTICLE VII

. For purposes of this Article VIIL:

3.

Post Office Address

522 Caroline Street
Key West, FL 33040

12 Azalea Drive
Key West, FL 33040

2518 Flagler Avenue
Key West, FL 33040

404 White Street
Key West, FL 33040

P.O. Box 719
Summerland Key, FL. 33042

37 Mutiny Place
Key Largo, FL 33037

3716 Northside Drive
Key West, FL 33040




a. "Affiliate” means, when used in reference to any Person, any Person that directly,
or indirectly through one or more intermediaries, congrols, or is controlled by, or is under
common contro! with such Person.

b. " Associate" means, when used in reference to any Person, (1) any corporation or
organization of which sych Person is an officer or partner or is, directly or indirectly, the
beneficial owner of 10 percent or more of any class of equity securities, (2) any trust or other
estate in which such Person has a substantial beneficial ingerest or as to which such person serves
as trustee or in a similar fiduciary capacity and (3) any rejative or spouse of such Person, or any
relative of such spouse, Who has the same home as such Person.

c. "Capital Stock" means the capital stock of the Corporation.

d. “control” means the possession, direct or jpdirect, of the power to direct or cause
the direction of the management and policies of a Person, whether through the ownership of voting
securities, by contract or gtherwise.

e, "Disqualified Person” means any Person which is not permitted to be a stockholder
of a "small business COrporation” pursuant to the provisions of 26 U.S.C. §1361(b)(1)(B) or (C),
as amended, or by any Successor provision.

f, "Disqualifying Transfer’ means any trapsfer (whether by operation of law or
otherwise) of any shares of the Capital Stock, the result of which would cause the Corporation to
have more than thé maximum number of stockholders permitted for an S Corporation.

g. "Person” peans any natural person, corporation, unincorporated organization,
limited liability company | partnership, asscciation, joint stock company, joint venture, trust or
government, or any agency or political subdivision of any government, or any other entity.

h. "Redemption Date” means (i) with respect to a redemption of shares of Capital
Stock from a Disqualified Person the date immediately prior to the date on which such Person
became a Disqualified Person and (it) with respect to shares of Capital Stock which are the subject
of a proposed Disqualifying Transfer, the date fixed by action of the Board of Directors for the
redemption of any shares of the Capital Stock pursuant tp paragraph 7 of this Article VII.

i "§ Corporation" means a corporation which is an "S corporation” (as defined in 26
U.S.C. § 1361(a)(1), as amended, or in any successor provision).

j. "§ Election” means the written consent of a stockholder of the Corporation to the

Corporation making the election provided for under 26 U.S.C. §1362(a), as amended, or under
any successor provision.
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2. General. Consistent with 26 U.S.C. § 1361 et. seq., as amended, or any successor
provision, and to prevent the loss by the Corporation of its status as an S Corporation, it is the
policy of the Corporation that, subject to the provisions of this Article VII, no Person shall be
permitted to hold, own, acquire or transfer any shares of the Capital Stock if, as a result thereof,
the Corporation would fail to qualify as an S Corporation.

3. Effectivengss. The limitations of the rights of holders of shares of the Capital Stock
provided for in this Article VII shall be effective notwithstanding any other provision of these
Articles of Incorporation to the contrary but only for so long as the Corporation (a) is qualified
as an S Corporation or (b) if not then qualified as an S Corporation, intends to reinstate its
qualification as an § Corporation within a reasonable time after ceasing to be so qualified.

4, Disqualified Persons. A Disqualified Perscn may not hold shares of Capital Stock. An
acquisition or purported acquisition of shares of Capital Stock by a Disqualified Person shall be
void ab jnitio to the fullest extent permitted under applicable law, and the intended transferee of
the subject shares of Capital Stock shall be deemed never to have had an interest therein.

In the event that any holder of shares of Capital Stock becomes a Disqualified Person, such
Disqualified Person shall be deemed immediately prior to the event that results in such holder
becoming a Disqualified Person to hold such shares as agent for, and in trust for the benefit of,
the Corporation and subject to the right of redemption in favor of the Corporation set forth in
paragraph 7 of this Article VII.

5. Disqualifying Transfers. If at any time a Disqualifying Transfer shall be proposed, the
Board of Directors shall have the right, but shall not be required, to refuse to transfer any shares
of the Capital Stock purportedly transferred pursuant to the Disqualifying Transfer for a period
not to exceed 180 days following the date on which such shares shall be presented to the
Corporation for transfer. Duyring such 180-day period, the Corporation shall use its reasonable
best efforts to obtain all necessary approvals, waivers and authorizations of, and to make all
necessary filings and registrations with, and notifications to, all applicable governmental
authorities to permit the Corporation to redeem such shares of Capital Stock. During such 180-day
period, the Corporation shall be permitted to treat the record holder of the shares of the Capital
Stock, as shown on the record books of the Corporation, as the true owner of such shares for all
purposes, and the Board of Directors shall have the right, in its sole discretion, but shall not be
required to, redeem the shares which are the subject of the proposed Disqualifying Transfer
pursuant to the provisions of paragraph 7 of this Article VII. If any approval, waiver or
authorization of any applicable governmental authorities shall not be obtained (other than as a
result of the fault of the stockholder who shall have proposed the Disqualifying Transfer or any
Affiliate thereof), then the Corporation shall have the right for a period of an additional 90 days
from the date on which the Corporation is notified that such approval, waiver or authgrization shall
not be obtained to use its reasonable best efforts to assign the right of redemption provided for
hereunder to a third party whose purchase of such shares of Capital Stock would not result in a
Disqualifying Transfer, and shall be permitted to treat the record holder of the shares of the
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Capital Stock, as shown on the record books of the Corporation, as the true owner of such shares
for all purposes. If the Corporation shall not exercise its right of redemption, or otherwise cause
such shares to be purchased in a manner which would not constitute a Disqualifying Transfer,
within such additional 90-day period (other than as a result of the fault of the stockholder who
shall have proposed the Disqualifying Transfer or any Affiliate thereof), then the Corporation
shall, as promptly thereafter as practicable, permit the transfer of such shares of the Capital Stock,
and the Disqualifying Transfer shall be deemed to have been effected at the end of such additional
90-day period.

6.  Ownership Inquiry.

a. Whenever it is deemed by the Board of Directors, in their sole discretion, to be
prudent to prevent the Corporation from failing to qualify or to continue qualification as an S
Corporation, the Corporation may by notice in writing (which may be included in the form of
proxy or ballot distributed to stockholders of the Corporation in connection with any annual or
special meeting of the stockholders of the Corporation, or otherwise) require a Person that is a
holder of record of shares of the Capital Stock or that the Corporation knows to have, or has
reasonable cause to believe has, beneficial ownership of shares of the Capital Stock to certify to
the Corporation in such manner as the Corporation shall deem appropriate (including by way of
execution of any form of proxy, ballot or affidavit by such person) that, to the knowledge of such
person all shares of the Capital Stock as to which such person has record ownership or beneficial
ownership are owned and controlled only by Persons who are not Disqualified Persons.

b. With respect to any Capital Stock identified by such person in response to
subsection (a) of this paragraph 6, the Corporation may require such person to provide such further
information as the Corporation may reasonably require to implement the provisions of this Article
VIL

c. For purposes of applying the provisions of this Article VII with respect to any
shares of the Capital Stock, in the event of the failure of any Person to provide the certificate or
other information to which the Corporation is entitled pursuant to this paragraph 6, the
Corporation may presume that the shares of Capital Stock in question are beneficially owned or
controlled by Disqualified Persens.

d. The Board of Directors shall have the right, but shall not be required, to refuse to
transfer any shares of the Capital Stock purportedly transferred if a statement or affidavit requested
pursuant to this paragraph 6 of this Article VII has not been received.

7. Redemption; Governmental Authorization. Notwithstanding any other provision of these
Articles of Incorporation to the contrary, the Corporation may redeem those shares of the Capital
Stock from a Disqualified Person pursuant to paragraph 4 of this Article VI or which are the
subject of a proposed Disqualifying Transfer, pursuant to the Florida Business Corporation Act,
the Florida Banking Code, or any other applicable provision of law, to the extent determined by
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the Boarq of Directors, in its sole discretion, to be necessary t0 preserve the Corporation's status
as an S Corporation. The terms and conditions of such redemption ghall be as follows:

a, The redemption price Of the shares to be redeemed purspant to this Article VII shall
be equal 1o the lower of (i) the book value of the shares, on a fully djluted basis, to be redeemed
as reflected on the financial statements of the Corporation for the most recently completed fiscal
quarter or, (ii) if applicable, the sales price offered to the stockholder in the proposed
Disqualifying Transfer, provided such offer is made in good faith, in an arm's length, non-

collusive manner by a Person who is not related to or an Affiliate or Associate of the offerce
stockholder.

b, If less than all the shareg are to be redeemed from a Djsqualified Person, or if less
than all the shares which aré the subject of a Disqualifying Transfer, are to be redeemed, the
shares to be redeemed shall be selected in any manner determined by the Board of Directors, in
their sole discretion, to be fair and equitable.

C. From and after the Redemption Date, shares to be redeemed shall cease to be
regarded as outstanding and any and all rights attaching t0 such shares of whatever nature
(including without limitation any rights to vote or participate in dividends or other distributions
declared on stock of the same class or series as such shares) shall cease and terminate, and the
holders thereof thenceforth shall be entitled only to receive the cash payable upon redemption.

The foregoing notwithstanding, the Corporation shall be permitted 10 redeem shares of the
Capital Stock pursuant to the provisions of this paragraph 7 of this Article VII only if all necessary
approvals, waivers and authorizations of, filings and registrations with, and notifications to, all
applicable governmental authorities shall have been obtained or made and shall be in full force and
effect and all applicable waiting periods shall have expired. In the event that any such approval,
waiver or authorization shall not have been obtained, the Corporation shall have the right to assign
the right of redemption provided for in this paragraph 7 of this Anicle VII to any Person or
Persons who in its reasonable judgment are not Disqualified Persons, and such Person shall
thereafter have the right to acquire such shares of the Capital Stock on the same terms as the
Corporation, provided that the transfer of such shares to such assignee would not result in a
Disqualifying Transfer.

8. S Elections. Notwithstanding anything in these Articles of Incorporation to the contrary,
the Board of Directors shall have the right, but shall not be required, to refuse to transfer any
shares of the Capital Stock purportedly transferred if the proposed trapsferee shall refuse to deliver
to the Corporation a duly and validly executed consent to be bound by the restrictions on transfer
of Capital Stock set forth in these Articles of Incorporation, s amended from time to time.

9. Bylaws. The Bylaws of the Corporation may make appropriate provisions to effectuate the
requirements of this Article VII.
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10.  Factuaj Determinations. The Board of Directors shall have the power to construe and apply
the provisions of this Article VII and to make all determipations necessary or desirable to
implement such provisions, inCluding but not limited to Whether (a) the number of shares of voting
stock that are beneficially OWned by any Person; (b) whether a Person is an Affiliate or Associate
of another person; (c) whether 3 Person has an agreement, arrangement or understanding with
another Person as to matters bearing on beneficial OWnership; (d) whether a2 Person is a
Disqualified Person; (¢) Whether a transfer is a Disqualifying Transfer; (f) the application of any
other definition of these Articles of Incorporation to 8 £iven fact: (g) book value of the shares of
the Capital Stock; and (1) any other matter relating to the applicability or effect of this Argicle VII.

11.  Restrictive Legend. Iy furtherance of the foregoing provisions of this Article VII, the
Corporation shalt be entitled ta place on every certificate representing shares of the Capital Stock
a legend which shall state that such shares are restricted as to transfer and shall set forth or fairly
summarize such restrictions Upon the certificates or shall stage that the Corporation wij| furnish
to any stockholder upon request and without charge a full statement of such restrictiong,

12. Quorum. Shares of Capital Stock held by 8 Disquglified Person as agent ang trustee
pursuant to paragraph 4 of this Article VII shall not be counted for purposes of determining
whether a quorum is present at any meeting of the stockholders of the Corporation or Whether any
requirement for stockholders has been satisfied.

13.  Severability. If any paragraph or provision of this Article VII is determined to be jnvalid,

void, illegal or unenforceable to any extent, then the remainder of such paragraph or Provision and
the remaining sections and provisions of this Article VII shall continue 1o be valid and enforceable
and shall in no way be affected, impaired or invalidated by such invalidity, voidness, illegality or
unenforceability.
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