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TRANSEASTERN PROPERTIES, INC.
PDesignating 1,515,152 shares of Preferred Stock
' as shaves of .
SERIES C CONVERTIBLE PREFERRED STOCK
(par value $.01 per ghare)
. and

Desigmating 1,000 shares of Preferred Stock
a5 shares of
SERIES D CONVERTIBLE PREFERRED STOCK

Pursuant to Section 607.0602 of Busingss Carporation Act
of the State of Florida

- Transeastern Properties, Inc., a corporation organized and existing under the
laws of Florida (the “Corporation”), does hereby certify that:

| - Pursuant to the amuthority conmined in Section 3.2 of the Asticles of
mmmofmc«pmama(ﬂu‘amm.mmmmm
pmvisiomufSeeﬁonéw.OGUzofmﬁBusthmponﬁmAnCmﬁonhwotﬁum
of Florida, the Board of Directors of the Corporation duly adopted the following resojution on
October 31, 1997 creating a series of the Preferred Stock, par value $.01 (the “Preferred
Stock™), dqsigmwdasSaiuCCanvuﬁblePrefenadSMckudamomefmwdSmck
designated as Series D Convertible Preferred Stock:

RESOLVED, that two teries of the class of authorized Prefexred Stock, par
whwsm;oftthmwndonhehctbbycreamuﬂmatthsduigmﬁonmdsmmef
and the voling powers, preferences and relative, participating, optional and other special rights
of the ghares of such series, and the qualifications, limitations and restrictions thereof are as
follows: .

Section 1. Designation, AmwuéudSmd Value.

Of the 20,000,000 authorized shares of Preferred Stock, 1,513,152 shares me
designated: Series C Convertible Preferced Stock (the. “Series C Convertible Preferred Stock™)
and 1,000 shares are designated as Series D Convertible Preferred Stock (the “Series D
Convertible Preferred Stock™. The Series C Convertible Preferred Stock will have a stated
value equal to $3.30 per share {the “Stated Value"). The Series C Convertible Preferred
Stock is divided into two sub-series. Of the 1,515,152 shares of Series C Converible
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Preferred Stock, 757,576 shares are designated as the Series C-1 Convertible Preferred Stof:k
(the “Series C-1 Convertible Preferred Stock™) and 757,576 shares are designated as the Series
C.2 Convertible Preterred Stock (the “Series C-2 Convertible Preferred Stock™. The Series
C1 Convertible Preferred Stock and the Series C-2 Convertible Preferved Stock shall be
dentical in al} respects and share ratably with respect o all rights hercunder, EXCEpL 85 may be
cet forth in Sections S(a)() and 8 hereof. The Series D Convertible Preferred Stock will have
mhmmdvnmcasisdmmimdinwrdame‘wﬂhmmmame‘ﬂmm
Agreement, dated as of October 31, 1997, between the Corporation and MS TEP I, L.L.C.,
as the eame may be amended from time to time. The Series C Convertible Preferred Stock
and the Series D Convertible Preferred Stock shall be identical in all respects and share ratably
with regpect to all righis hereunder, except as expressly set forth herein.

Section 2. . Dividends and Distribations.

:(a)  Holders of shares: of Series C Convertible Preferred Stock and/or Series
D Convertible Preferred Stock will be eatitled to receive (when, as and if declared by the
BoazdofDixworswtoffwdshgaﬂyhmﬂnblefm&epamﬂofdiviﬂeuds)divﬁhndsﬁ)-in
mmmaqﬂmﬂpummnsmkbmmmmeﬁwmmﬁa)wim
tespmmaudividmﬂsdechredmmmmcﬁonwﬂhadivid:mmwiﬁmpmmthe
ComonSm;k.nﬂ(inmmhmmhdbytheBuﬂothmwi&mpeamm
other dividensds declared with respect to the Series C Convertible Preferred Stock. The
polders of Series C Copvertible Preferred Stock and/or Series D Convertible Preferred Stock
shaﬂbepﬁd‘diﬁdendshmcmmsﬂfonhhcma}mWw.mhmmbyme
ammofmyﬁwmwmmmmtmmaMou
payablzsolelyinshaxesomeSmck)andsirmﬂmﬂymmwim. Dividends with
respect to tie Series C Convertible Preferred Stock and/ar Series D Convertible Prefersed
mmmpy»kuumammmaywwmmanma
the time such dividend or dividends with respect to (a) the Common Stock, Series C
Convertible Preferred Stock and/or Series D Convertible Prefermad Stock, or (b) the Series C
Convertible Preferred Stock and/ar Series D Convertibie Prefarred Stock, a3 the case may be,
is or are declared (each & “Dividend Paymerz Date”). The “Commeon Stock Dividend Amount”™
app!hbleuofmbiviﬂend?m.nmsmummﬂrmuwm&mmoﬂi)
the doilsr amount of the dividend paid per share of Comman Stock with respect o the ahares
of Common Stock (other than a distribution payable solely in shares of Common Stock) which
occursmMDWHymDmM(ﬁ)wmofsmmofmmswm
which each .share of Series- C Convertible Preferred Stock and/or Series D Convertible
Preferred Stock is entitled 10 be converted, at the Conversion Price then in effect and
orherwise as set forth in this Certificate of Designation, as of the record date established for
such Dividend Payment Date (determined, for purposes of this computation, to the fourth
decimal place). If any Dividend Payment Date is not 2 Buginess Day, the dividend due on that
Dividend Payment Date will be paid on the Business Day immediately succeeding that
Dividend Payment Date. As used withi regard 1o the Series C Convertible Preferred Stock and
. Series D Convertible Preferred Stock: the term “Business Day” means a day on which both
state and federally charteyred banks in New York, New York are required to be apen for
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general banking business; and g1l declared but not yet paid dividends are referred to as
“Accrued Dividends.”

®) Each dividend will be payeble to holders of record of the Series C
Convertible Preferred Stock and/or Series D Convertible Preferred Stock on a date (@ “Record
Date™) selectad by the Board of Directors which is not less than 10 nor more than §0 days
before the Dividend Payment Date on which the dividend is to be paid. No Record Date will
precede thie close of business on the date the Record Date is. fixed.

() Unless and uatil all dividends on the Series C Convertible Preferred
SmckandSe;iuDConvutihleP:efeaﬁSmckunderclause(i)oftheﬁmmcofsﬂdm
2() are declared and paid contemporapeously therewith, the Corporation may not () declare
orpuyanydividend.mhmydixtrib@ﬁon(othaﬂmna distribution payable solely in ghares
ofmmmnswck).mztaﬁdzwmmsmmfmpymﬁdmuﬁmmmw

meeﬂedsdockwﬂlbcpaﬂpaswinﬂlmspmmptasmlymformmm As used
herein, “Person” shall mean an individual, pamsh:p.oorpnrmon.lmwdlmbﬂitymmpmy
business trust, joint stock company, trust, i rated association, joint ventare, pation of

governmext, any state or otber politicsl subdivision thegeof and any eatity exercising
mﬂm;mmm,w.mmmmmﬁmwammm

(@) mmmafmccmemm-wworseﬁas
D Convertible Preferred Stock are outstanding, the Corporation may not pay any dividend, or
seta‘sideaﬂyfundst‘onhapaymmnofadiﬁdend. wlthrcgarquanyshmofany class or
series of stock of the Cosporatian ' (other than (i) shares of Common Stock; provided a
contemporaneous dividend is paid, as provided herein, upon the shares of Series C Convertible
Preferred Stock and/or Series D Cosvertible Preferred Stock; and (i) shares of the Serjes B
Redeemable Preferred Stock) uniess there exist 0o Accrued Dividends and st least 2
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conversion has been furnished by the holder thereof, at the effective time of conversion). A

"of dividends with regard to the. Series C Convertible Preferred Stock and/or Seriecs D
Convestible Preferred Stock will be proportionate (o 3 payment of a dividend with: regard to
apother class ar series of stock if the dividend per share of Series C Convertible Preferred
Stock and/or Series D Convertible Preferred Stock is the same percentage of the Liquidstion
Preference (as herein defined) (except a1 aforesaid) with regard tw a share of Series C
Convertible Preferred Stock and/or Serics D Convertible Preferred Stock that the dividend
paidwiﬁ:wg'ardwashnmofsmckofmcomstclassorscﬁesis of the liquidation preference
{except as aforesaid) with regard to a share of stock of that other clase or series.

© AnyaividendpaidWithresardtoahamsofSuiﬁCConvuﬁble
Preferved Stock andfor Series D Convertible Preferred Stock will be paid equally with regard
1o cach outstanding share of Series C Convextible Preferred Stock and/or Series D Convertible
Preferred Stock. : :

Section 3.  Voting Rights.

" The voting rights of the holders of sbares of Serics C Convertible Prefersed
Stock and/or Sezics D Convertible Preferred Stock will be only the followirg:

S ¢ V) mmmdmofmccwuﬁmhmmwor
SuiﬁDanvm'blcowuredSmkwiuhavetheﬁﬂummonanmonwmmc
holders ofCummnSmckmenﬁtbdmvmeonm“asmwﬂed' basis with holders of
maxﬁncwmm“mglzmof&mdmuhmh{cmmm,
wimsunhmmbaofshnuofCommswckde:mdheMofmﬁwmmwsmof
mﬁucmnmﬁbkmmmwmmncmwmm@m

mmmuwmmummmofshuuofcmmmmmuma

mmmwdwofmwwofﬂ:ehnldmofﬂmesofmms:mk.and:llothumﬁm
and correspondence to the holders of shares of Commen Stock provided by the Corporatian,
mmwmmmmm.m-mmvemngm,asmmmmﬁs
Caﬁﬁmofnmiguﬁonmmm:vﬁhbumthphoMmofsMomemM
inﬂ:c(?nuwundinthesy-hwof&wponﬁonasmind!euonth'edmhemf,inewh
mw&h&eme&mnwmldhmkmbyholdemof&ﬁescmm'bh&eﬁmed
Stock and/qr Series D Convertible Preferred Stock if deemed to be holders of such number of

shares of Common Stock as determined as aforesaid.

chkandSeﬁesDCmerﬁblcPremudStnchvoﬁngmgcthermasepamechss(onan“m;
cooveried basis®), () issue apy secugities of any nawmre (including, without Himnitation

4




OCT-31-1997 12:85 . STERRNS WEAUER 30575932088 2 P.B13-838

Convertible Securities (as defined in section S(e)(iv)) or rights, options or warrants to purchase
such securities other than .(A) issuances of Common Stock for cash considesation,
(B) issuances of up t0 an aggregate of 750,000 sharcs of Common Stock Employee Shares and
Acquisition Shares and (C) issuances upon the exercise of rights, warrants or optiops or
copversions or exchanges of Convertible Securities which, in each case, werc omstam_ﬁng
pﬂormd:eissuameofﬁmSerhCGonmﬁblcPtefmedchk; (ii) increase the authorized
mmdmwmmdmwmm'mmm:dmammm;
(iii) combing, split or reclussify the outstanding shares of Series C Convertible Preferred Stock
or Series D Copvertible Preferred Stock into a smaller or larger ruumber of shares;
(iv)exchangeorconvutanysharunfSeﬁeeCConvuﬁblerfenedswckorSeﬁuD
Convertible Preferred Stock for other securities or the right to receive cash, or propose or
raqu&emetchanseprwnvmionethumanuprwidedhﬁiswﬁmofnedgmﬁomor
reclagsify any shares of Series C Convertible Preferred Stock or Series D Convertible -
Prefecred Stock; (v) anthorize, create, classify, reclassify or issue any class or series of stock
mmmmormamwm‘m&mcmmxmrmsawkmmn
Convertible Preferred Stock either az to dividends or upon liquidation, dissolution or winding-
wﬁm&wﬁm«swwﬁgﬁmotmmcm&k&efmﬂm«wiu
DCnm:ﬁh!ehefmedstockmforﬁlindﬁsSwﬁons;(vi)amnd.dmamped.‘mjpermit
1 be amended, ultered or repesled, sny of the provisions of the Charter, this Certificate of
Mm&m-hmofhw&mormwmdmdm
Subsidﬁ:y,hwchammeraswml&aﬁectadvmlydzm.cmimandothet,
d@m,vmmm.m,ﬁmnmmmmmm@mﬁmﬁm
and terms and conditions of redemption of the Series C Convertible Preferred Stock or Series
D Convertible Preferced Stock; (vii) through Jamoary 1, 1999, make any paymexnt on account
of the indcbtedness of the Corporation: relating to any of the Ingider Affiliate Loans (other than
paymeut of interest theveom); (viil) engage in any business activities, except (1) the
Corporation may engage directly or through 2 Subsidisry formed or acquired after the date
hereof in those business activities in which the Company is currently cogaged (ic. the
development of single family dwellings in the State of Florida), (2) Amcripride Mortgsge, Inc.
may engage in those business activities in which it is currently engaged (l.e. providing
mmwmmgem),ma)mumcom'wmmmmm
may complets the development projects in which they sre currently engaged, bowever, once
mpmjeqmmwmmmmmwhdmmymtminmmuﬁﬂﬁm;
ror permit its subsidiaries to so engage in any such other business; {ix) undlergo or agree to
undergo a ‘Change of Coatrol; or (x) declare or pay any non-cash dividends or other

As used herein: (i) "Employee Shares™ means shares of Common Stock sbares
of the Corporation’s Common Stock issued or w be issued of underlying Convertible
Securities issued or 1o be issued to employees, directors, consultants, agents or independent
contractors :of the Corporation, including without Limitation, all sharcs of Common Stock
underlying Couvertible Securities issued to employees, directors, consultants, agenis or
Wmmmormcmmwmmmﬂcmahmdumc
Cmvmtle.m&mmxwhkhmnwge&rwhh&mﬁsiﬁon Shares, in the aggregate
chall not exceed 750,000; “Acquisition Shares” means shares of Common Stock shares of the

-5




OCT-31-1597 '12:B6 STEARNS WERUVER 3857893288 P.@14-¢38

Corporation’s Commou Stock issued or to be issued in connection with acquisitions of resl
prope:ty assets or businesees by the Corporation (provided such number of Acquisiion Shares
may be increased by the mamber of Exaployce Shares which the Board of Directors determines
will be unused) which taken together, with the Employee Shares, in the aggregate shall not
exceed 750,000; and *Insider Affiliate Loans” means the loans whereby the Corporation has
vorrowed funds from the following: ' (A) Art Falcone, (B) Ed Fatcone ard (C) Phil Cucci,
other than the Permittad Affiliate Loans as defined under the Credit Agreement, dated July 23,
1997, between the Corporation and MS TEP 1, L.L.C. : .

As used hetein, a “Change of Control” of the Corparation shall be deemed to
h;vemuredifmyofdnfoﬂowingoecnr(or.inmecmofmpmpoul.ifmarofthc
following could occur as a result thereof): () any “person™ (as defined in Sections 13(d) and
14(d) of the Bxchange Act) (other than the Principals (as herein defined), MS TEP L, L.L.C,,
MS TEP I, L.L.C., or any of its affiiates) becomes the “beneficial owner” (as defined in
Rule 13d-3 upder the Exchange Act),.directly or indirectly, of either (A) 33% or more of the
oummnding-shamof(:mmnswnkior(ﬂ)ﬁ% (by right to vots or gram or withhold any
appmvabqucwmndhgwm@iaofmothucmsmdasmwﬁchindiﬁdmnyor
mgetherh;vethnpowmehuamaioﬁtyofﬂnmanhmofmenoa:d(omerthmmha
pawnwm«ﬂkhhm;bmﬁdﬂmofm;ﬂiormwnoﬂm
mwadawofthewCConmﬁblePnfmedStwk);(ﬁ)wmwaminsm
rmmd.mﬁﬂamdmmhzmhﬂmm;mmdwpmpodbym
pmon(oﬁuthanﬂael’rincipah(ashmindeﬁmd),MSTEPL LLC,MSTEPI, L.L.C.
or any of its affiliatec) which indicates the intention on the part of that person to acquire, or
mmﬁwmmmm'uwmmaofwmmm&mwsm
or more of the outstanding shares of the Common Stock, or (B) 33% (by xight to vote or grant
o:whbhnlﬁanywlbdﬁn‘oummhsmriﬁaotmyomudamormmwm
indiﬁdunﬂ?mwge@uhwmepowamdaﬂanmioﬁtyofthembenofﬂwm:m
(‘ﬂi)omerthanns'amnto!tbcdathordisabiﬁtyofonaormoreofﬂmdirwmmwithina
mmm,mmmwmdeMmdmcamum
Stack andor Serics. D Convertible Preferred exercising voting rights as set forth in Section
3(c)ofdnis-Ce:&ﬁmnofDedmﬂon.amajoﬁtyofthcmembmofthc‘noudfounypaiod
of three consecutive months sre not persons who (A) had been directors of the Corporation for
ammmummmmﬁm)wmmmnymmwm
M,(ﬂmm@d(ﬂ&mmwmmm)udm&wm
dwwdwmdhms)whhmzm&vemdammoﬂhe&mwswho
meo:ﬁﬁtthﬁmameﬁmaofmemmmnﬁonaehcﬂonbymmmmm
not electad ‘as @ result of an actual or threatened solicitation of proxies or consents by a person
other than the Board or an agreement intended to avoid or setrle such a proxy solicitation (the
directors described in clauses (A) and (B) of this subsection (iii) being “Contiruing
Directors ™).

© ()  The holders of shares of Series C Convertible Preferred Stock and/or
Secies T Convertible Preferred Stock, voting together as a separate clasc on an "as converted
basis”, shiﬂbcuﬂi&dataﬂtimanda;anytimemcleuoncdi:cctor(ﬂm‘&ﬁesc
Preferred Director™) w the Board of Directors of the Corporaton (the “Boord™). The

5-
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Series C Préferred Director, who has been elected by the Board and has agreed to serve until
hismsqriselecwdandquxﬁﬂedlshansitashcmiyneguutonemhmmmimofthc
Board or op agy other group so acting, whether or not formally constituted ns a committee of
the Board. In the event that the Scﬁ:&-CchfenedDim::orisunablcwmmdmymeeﬁnsof
meBoudforanymson,mensuchSa}iesCPrcfermdDireanrmaydmignm.inwridng,one
person (the “Observer™) who shall have the right to attend, but not vote af, such meeting. The
Obsezvershaﬂmtbcdmedwbeamherofmenwdofbkmnandshnllhvenoncof
the rights, duties, privileges or powers of a member of the Bosrd of Directors, including,
wirhotuﬁmiuﬁon.thcrish:tpnodmoformvowaxmaeﬁnasof&xenoudofmrocm,and
shaumtbecoumedas:mmhcronheamrdofnm«sforthepmpowofdemhing
whﬁther-atjunﬂnnispmmnanyminsofﬂtswdofm. The Sezies C Preferred
Dhacwr&émﬁmwmsiuingnammberohhenondmaybemwdformmn
by the holders of record of not less than S1% of the cutstanding shares of Series C Convertible
mee:redchkand!mSeﬁesDConmuemmd&mhvoﬁnsmﬁhﬂmamﬂe
class. on an *“as converwed™ basis, and, if 50 removed, & successor individual to serve as the
Semcrrefarednireammybcaﬁpoimedhythcholdc:tofrecudofmﬂasthmﬂ% of
{he outstanding shares of Series C Convertible Preferred Stock and/or Series D Convertible
m{mmmw“amdmmm“umm'm At any snmmai
MofMMof@mnMam&Mnmmhmmmm

shall e elected 1 serve a5 the Series C Preferred Director. Whenever the holders of shares of
Seriss C Convertible Preferred Stock and/or Series D Convertible Preferred Stock have the
ﬁgmunduﬂ:isSec&mstc)mdwadkmwdkmm.mmmdmmnwmn
momissiunbytheCorponﬁmorimerdothm.ﬁn'Wd&Corponﬁon
will, lqnnaﬁtmmmmmofmchnldersofmddum%% of the outstanding shares
of Series Cmvﬂ@lemswwﬂ&hbwmm voting
mgdhrasu:pan&edmonm‘asmvuwd' basis, call a special meeting of the holders of
Saries C Canvestible Preferred Stock and/or Seties D Convertibie Profecred Stock for the
purpouofmvinguﬂlorelecﬁngadm or directors, as the case may be. The meeting
winbeluldnmemrlhupmﬁcabledamnpmﬁnmﬁunqumdfwmmam
stockholders of the Corporation (or guch shorter notice as is stipulated in the written requests

within 10 days after the meeting) at the place spmiﬁedinthcmmtprameeﬁng,otif'm
is none, at 2 place in New York, New York, designated by the Secretary of the Corporation.
¥f the meeting bas not been: called within two days after delivery of the written request to the
Secretary of the Corporation, orwithinfourdaysaﬁ&thereqlmismﬂcdby-regismed
mail, m&mwmmammn,mw@mﬁm’smmm
halders of record of at least 25% pf_meautsmndingshazesofmccﬁvnﬁblemm
&wkmdiorSui:sDConvuﬁblan&nedsmdLvoﬁnguammchu on an

“35 converted” basis, may designate in writiog one hoider to call and appoint an individual to

-
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chair (who. need not be an officer or member of the Board) the meeting at the expense of the
Corporation, ind the meeting may be called by that person upon the notice required for anmual
meetings (or such shorter notice as aforesaid). Any holder of shares of Series C Convertible
Preferred Stock and/or Series D Convertible Preferred Stock or its representative will have

StmkandlorSuMDCmvuﬁblomeenedSmckforﬂnpurposeofcmingaMgof
ghareholders to be called in accordance with this Section 3(¢). Except as otherwise provided
abave in this Saction 3(c), a director élected in accordance with this Section 3(c) will serve
umﬂmemnamﬂmﬁngofmcshmno!dusofme&rponﬂonandunﬁlhismhﬂ
succesgor is clected and qualifisd by the holders of Series C Cogvertible Preferred Stock
and/or Series: D Convertible Preferred Stock.

((-V) Nmmmmmmmm.mamemc
Convertible Preferred Stock and/or Series D Convertible Preferred Stock which have been
or redeemed by the Princi (as herein defined) or the Corporation or zay
Subgidiary thereof (inchuding, without imitation, shares of the Series C-2 Convertible
Mfmwwmmwmmmmmwmwa,mmmn,m
omuwisc,pummmthcpmvisionsqf&cﬁon&Mmtbed&madmbeommﬂmtor
ﬂzepuupm;ofthis&cﬁonamdmghnmmtmnmtbamﬁﬂedwvmonmy
mme&MﬁmdmwaCMhmﬂsmwormD
Cmvuﬁbhhdumd&mkmdshaumtbemmidued'uoummdinssbmo{s«iuc
Convertible Preferred Stock and/or Series D Convertible Preferred Stock for the purpose of
dataminhg,ﬂ:mimm:ofmcmquimdholmaambnofsmformypmpose,
imludmgmgmmmmm,mforthepupomofmmininﬂhemfﬁ:mofmy
vote of the holders of&ﬁsCCmﬁbhmmmm}mmDCommmc
Preferred Stock.

Section4.  Liguidation.

(@) In the cvent of & voluutary or an involuntary liquidation, dissclution or
whdhgalpbfmccﬂmonﬁnnmhold:nofthe&mc&nvmhem&mkgwox
Series D Convertible Preferred Stock, may :tm.opﬁmreeeive.uﬂ.iiwelw&gby
mmmmw‘mmeﬂmmumwm.mﬁmmd
mcmﬁonavﬁmmmnmmsmmmm.wmmm,mmo:
mﬂm,mmamdmﬁmmdemmmmofmylnﬁmmcwudm,wiﬂmut
mmmhwymdmmm&ﬁ&mmnMomemme
Preferred Stock),anamuntpersmnassuformmminsmnd{n)asaumﬂaﬁm
preference {the “Liquidation Preference™) equal to the sum of i) Stated Value plus (i) the per
stmcamoumofmwmvidenﬂswimmapeumthesﬁiascConvertible?refemdStock
and/or Serizs D Convertible Preferred Stock to the date of final diswibution, plus (i) if
Series D Convertible Preferred Stock has not, yet been issued as of the date of final distribution,
the amount per share, if any, whkhwcnldberequi:edmbepﬁdmholdeﬁof&ﬁuc
CouvczﬁbléhtferredStockonfhedamofpaymanofﬂa Liquidation Preference to provide
sach holder with a monthly IRR (as defined in Section 8(b)) of at least 2 1/12%.

£




OCT-31—-1397 12:87 STEARNS WERVER 395753288 | P.Q17-838

(®) Holders of Series C Convertible Preferred Stock and/or Series D
Convertible Preferred Stock may elect, upon delivering a written potice. to the Corporation
with respect to such clection, in lieu of receiving the Liquidation Prefercnce to reccive
Common Stock oo conversion of Series C Convertible Prefecred Stock and/or Seties D
Convertible Preferred Stock (without regard to the time restriction on conversion established in
clause (B) of Section $(a) of this Certificate of Designation) in the manper and as provided in
Section S. of this Certificate of Designation.

() ¥, upon-any Liquidation, dissolution or winding-up of the Corporation,
the assets of the Corporation, or proceeds of those assets, available for distribution to the
Rolders of Series C Convertible Preferred Swock and/or Series D Convertible Preferred Stock
andof:har@ofall.oﬁnrcl_xsmor'se:iuwhichamonapaﬂqutodismm:iomon
ﬁqxﬂdaﬂmuﬁmms:ﬁuCConwm‘h!aPrefamdchkmds«iuDComﬁhm
chkarenotaxfﬁdmtmpayinﬂﬂlﬁeﬁqnidaﬁon?:efmmtheho!dmofmeSaiesc
Cogvertible Preferred Stock and Series D Convertible Preferred Stock who have not elected to
conv:rtmch;stockptmmm&cﬁonﬂ{b)andanyﬁqwﬁdndonpwfaemofunothrchnes
orserhswbinhmenaparkyastodis&ibuﬁonsonﬁqnﬁaﬁonwiththemcComrarﬁblc
mwmmsﬂmnmmuem&mdmmmm.umepma
thoge - 13sets, wﬁchmlmﬂabhfopdisuimlﬁmwmchm&dﬂsdm&&riﬂc
CWWMM«M&DWMWMM&MW@

anotharnh.i;seuorseﬁuwhinhmonapaﬁtyasmdistrmudomonﬂqﬁdaﬁmwidxmh
Sai&CCmverﬁmerfmedchkandScricsDOonvuﬁhkPnfemdswwmhe
distributed o the holders of the Seriss C Convertible Preferred Stock and/oc Series D
Cmvuﬁhbpmﬁdszmkandofm;shamofaubthncmsuormeMamma
muw:&mhmmwu@mﬁonwmmsm.cmmmmmmm
smn‘mvmhmmmmymmwmmemmmofu
liqnidaﬁonp:fumot‘thoahmheldbymhofﬂm Afier paymexst of the fall smount
of the Liquidation Preference, such bolders of shayes of Series C Convertible Preferred Stock
mm&mnwm:mmMummmmmof
assets of the Corporation. '

Section 5.  Comversion Into Comumin Stock.
(a)  Optional Conversion.

(6] (A) At any dme, apnd from time to time, each holder of Series C- -
1 Convertble Preferred Stock, and (B) at any time, and from time to tire, on and after
December 31, 1998 (or carlier:than December 31, 1998 as provided in- Section 4(b)),
esch, holder of shares of Series'C-2 Convertible Preferred Stock, will huve the right, at
the holder’s option, exercised by motice to such effect (the “Notice of Election to
Converr™), to convext all or any of the shares of Series C Convertible Preferred Stock
h:ldofmotdbyﬂwhohhinmmof&mmbnsm. such that each share of
Series C Canvertible Preferred Stock will be entitled to be converted into (A) 2 sumber
ofﬁﬂlypaidandnon—cm&bleshmesof@mm&hck(caluﬂamdasmuch
conversion to the nearest 1/100th of a share) equal to Stated Value plus the amount, if
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any, of the per shire amount of Accrued Dividends as of the effective time of the
conversion, divided by the Conversion Price, as defined pelow, then in effect, or (B)
cuch other securitics of 2ssets a5 the holder is entited to receive in accordance with
Section 5(e).

(i) At any time from and after the issuance of the Series D
Conveitible Preferred Stock (i the holder thereof has not eclected to cause the
Corporation to redeem such shares pursuant to the provisions of Section 3(g). hereof)
each bolder of shares of Sexies D Convertible Preferred Stock, will have the right, at
the holder's option (exercised by Notice of Election to Convert) 1o convert all or any of
the shares of Series D Convertible Preferred Stock beld of record by such holder into
(A) such mumber of fully paid and not-assessable shares of Common Stock, such that,
upon issuance of such Commion Stock, the then aggregate Current Market Price (as
herein defined) of such Common Stock woold equal the aggregate stated value of such
shares of Series D ConVcrﬁhlePréfencdstkorCB)suchoMmuiﬁes Or assels as
mehéldaismﬁﬂedmrweivainm:dmmmﬂe).

(i) The holder of each share of Series C Convertiblé Preferred Stock:
mbez‘convemdm:ﬂmmﬂcrf&wwmﬂﬂtemwm»m conversion
agent. for the Series C Convestible Preferred Swck and/or Series D Convertible
PnfcrmdSmckappoimedbyﬂnCorponﬁon(whi:hmybeﬂ»Cnrpouﬁonimlf).
wiﬂ;meNoﬁceofEJecﬁontoConvettonthehlckochmﬁﬁmdulycomplcted
and signed, atmeprmcipﬂ,ofﬁceofm:wnvetsiontgm. If the shares isquable on
mmﬂonmmhemﬁhanmmmmeminwmmmc
WWMM&S«MDC@M‘EMWSM&W,

pay any tranefer of si:nihtmkwhichisra{uiredmbepaidinconmﬁonuﬁmm
transfer or evidence that such tx has been paid of is Dot payable.

@) Mandatory Conyersion. Exneptfu:mmeSeﬂuCCmu‘ﬁb!e
Mmdswwﬁchmwummmmﬁmmmpmvhhmof&cﬁms(ﬂ,
mmmﬁaﬂy.wmpﬁorm.mmmdmﬁedmdmmmmm
date thareof (the “Mandatory Conversion Daie™), () each outstanding share of Series C
ConverﬁulerrefcxredSmkshaan:eonvemdinto{mammbuofﬂﬂwpﬁdandmn—
assassable shares of Common Stock (calculated as t0 each conversion to the nearest 1/100th of
a shaze) equal © Stated Value, divided by the Conversion Price, as defined below, then m
effwt,or(B)smhothetsemritiesorassetsmﬂchold:risemiﬂadw-meivemmdme
with Section 5(¢) and (ii) each outstanding share of Series D Convertible Preferred Stock shall
be converted into (A) the pumber of shares of Common Stock then issuable upon such
conversion or (B) such ofher sccugities or assess as the holder is entiled w0 reccive in
accordance with Section 5(f). For the purposes bereof; =IPO™ means the initial underwreittén
oﬂa@ﬂeomenMofﬁw&mmhmmmamﬁMNMm
Fotm S-1 (or similar form) that bas been declared effective by the Securities and Exchange
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Commisslon. (oF a0y SUCCESSOr AGETEY) SIS 1o the Securities Act of 1933, as amended (or
any sucecessoz stanite).

(<) Conversion Procedures.

@)  The effective time of the conversion under Section 5(a) shall be
immadiately prior w the close of business on the day when all the conditions in Scction
S(a)(ii) bave been satisfied. The effective time of the conversion under Section 5(b)
ghall be the close of business on the Mandatory. Conversion Date.

: Gi) 1¢ shares of Series C Convertible Preferred Stock and/or Series D
Convertible Preferred Stock are surrendered for. conversion between the cluse of
Busigess on 8 dividend payment Record Daic and. the opening of business on the

roponddi Dividmd!?aym@ntnm.ﬂmdivkkudwimmpmmmshMWm
be payable on the Dividend Payment Date to the holder of record of the shares of
Common Stock issued upon such conversion, '

Qi) - Aspmmptlyaapﬂ:ﬁeablc:ﬁu‘tbﬁﬁﬁdiveﬁmefor&ﬂmion,
oIshamMSeriesCConm’blerfumdswck.dnCmpmﬁtmwmm-andwﬂl
deli@amﬂneholduatﬁaﬂmofthehﬂldﬂs&tmﬂthcﬂmofﬁwﬁonm
Convext, or on the holdess written order, or, in the absence of any Notice of Election
mwﬁmnordumﬂtwkus;ofnmhholdermforﬁ:hmecm’s records, a
mmmﬁmmmumwawmo{mmw
ismedu;:onthcmmiondfﬂnshmofsmuccmmﬂbhm&ntd&mk

and/or Sexies D Convertible Preferred Stock. Any fractional imerest in respect of a
shirpofCommonsmckuisimuponaconvmioanlbeseuledaspmvidedm

Section S(d).

av) Each conversion will be deemed to have been effected at’ the
aﬂwdveﬁnmwﬁed-hswﬁonstcﬁ),mdﬂnpeminwhmcmamﬁﬁm
for zhares of Conmmon Stock is (or, in the case of a conversion of less thau all shares of
Series C Convestibie Preforred Stock and/or Series D Convertible Preferred Stock
pmu:msmsm,hmmmﬁﬂmfmmwwmm
Series C Convertible Preferred Stock and/ar Series D Convertible Preferred Stock are)
w&immdmnacmmionvdnbedeemdm'hawmtheholdcrofmrdof
theshamofCommnchkmpmmmdbymnwﬁﬂcmasucheﬁeaiveﬁnw. All
shﬂMOfCommonSmckdéﬁvcreduponmnvmionofSeﬁaCConvuﬂkaufm
Stockuﬂ!orSa-iesDConvetﬂblerfcsmdSmckwﬂlupondeﬁmybedmymd
wﬁﬂy&@wﬂﬁﬂyﬂ;ﬂnﬁw@h.ﬁudaﬂﬁmmﬂwmm
subject 1o any preemptive rights. The shares of Series C Convertible Preferred Stock
Mm%DM&WMmm@Mmm«kwm
mwmmmmﬂmammMuﬁmmwmmwmmMy
mm.mdtﬁglummuiwushmof&msm.mcmam
C Convertible Preferred Stock and/or Scries D Comvertible Prefecred Stock not
wmmammm,mnimmpmwmmuﬁmm
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pmvisidns of Section 5(c)(ii), and, if applicable, other securities, cash or other assets to
be issued or distributed as a result of the conversion.

(@) Fractional Shares.. No fractional shares of Common Stock will be
jesued upon conversion of shares of Series C Convertible Preferred Stock and/or Series D
Convertible Preferted Stock and/or Series D Convertible Preferred Stock. Auny fractional
interest in a share of Common Stock resulting from conversion of shares of Series C
Convertible Preferred Stock and/cr Series D Convertible Preferred Stock will be paid in cash
(camputed o the nearest cent) based on the Current Market Price (as herein defined) of the
Common Stock on. the Trading Date pext preceding the date of conversion. If more than one
share of Series C Convertible Preferred Stock and/or Series D Convertible Preferred Stock is
surrendered for conversion at substantially the same time by the same holder, the number of
full shares of Common Stock issuable upon the conversion will be computed on the basis of all
the shares of Series C Convertible Preferred Stock and/or Series D Convertible Preferrédd
Stock surrendered at that time by that holder.

(&) Conversion Price for Series C Converiible Preferred Stock. The
“Conversion Price” per share of Serieg C Convertible Preferred Stock will initially be a price
(the “Initial Conversion Price™) equal to $3.30 and will be adjusted as follows from time to
time, subject to Section S(e)(ix), if any of the events described below occurs:

)  If the Corporation (A) pays 2 dividend or makes a distribution on
jts Common Stock in shares of its Common Stock or (B) subdivides, splits or
reclagsifies its outstanding Comymon Stack into 3 greater number of shares, the
Conversion Price in effect immediately prior to that evert will be reduced so that the
holdu.ofashueof&rhCCojnverﬁbmefmpd&mkWewdforcmmim
after that event will receive the mumber of shares of Commaon Stock which the holder
would have received if the shave of Series C Convertible Preferred Stock had been
converied immedixtely before the happening of the event (or, if there is more than one
such event, if the share of Series C Convertible Preferred Stock had been convested
. immediately before the first of thase evenrs and the holder bad retained all the Common
Stock or other securities or assets received after the conversion). If the Corporation
combines ity oustanding Coomon Stock imto a smalier pumber of shaces, the
Convexsion Price in effect immediately prior to that evert will be increased 30 that the
holder of a share of Scries C Convertible Preferred Stock surrendered for conversion
after that event will receive the rumber of shares of Common Stock which the holder
would have received if the shares of Series C Convertible Preferred Stock had been
converted irmmediately before the happening of the event {or, if there is mare than one -
such event, if the share of Series C Convertible Preferred Stock had been convertad
immediately before the first of those events and the holder had retained all the Common
Stock or other securities or assets received after the conversion). An adjustment made
pursaast to this Section 5(e)() will become effective immediately after the Record Date
in the case of a dividend or distribution, and will become effective immediatzly aficr
thie effective date in the case of 3 subdivision, split, reclassification or combination. If
such dividend or distribution is declared but is not paid or made, the Conversion Price
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then in effect will be appropriately readjusted. However, 3 readjustment of the
Convérsion Price will not affect any copversion which takes place before the
readjustment.

Gi)  If the Corporation issues rights or warrants. to the holders of its
Common Stock as a class entitling them to gubscribe for or purchase Common Stock at
a price per share less than the Conversion Price then in effect at the Record Date for
e determination of stockhoiders cntitied to receive the rights or warrants, the

uﬁnummmmmemtheequaﬁonmfonhnnwbitAmw.whichis
bereby incorporated by reference herein. The adjustment provided for in this Section
5te)ii) will be made successively whenever any such rights or warTants are issued, and
wmpmmeﬁ'ecﬁveimmeiﬂmlyaﬁermthm. In determining whether any
rigbmorwarmtsmﬁﬂcthehdldusoftMthmnnchkwmbscﬁbefororpmchase
shamofCommonchk.-nlessthantheConvmionPﬁceMineﬂectmdin
detmﬂninsﬂawwqpﬁceofﬂnshnesof@monswckismbhm@
exe:éiseofﬁghmorwmmandmycomidenﬁonmbemeivedbyﬂacmn
mmnugﬁm‘ofmhﬁghmorwmm.mwummww
mwm‘mdvdwmwﬁmfm‘&r&wmm.mmmof
&mmﬁaﬁmﬁ,mmmmhmmmwmm«mam
Corporation (whose deterpiination, if made in good faith, will be conclusive).

(1) lftln’-Cq:pm:ﬁondimimmthc-holdmoﬁm Common Stock
as & class myshnrmofmk'oft!tCorpmﬁm(omman'CommSmck).or
mi&mofmwum(owmﬂhdiﬁdMordismW)orﬁgm
ormm(omﬁmm:efmadmhmsw(ﬁ))msmﬂnforor
purchase any of its securities, then, in each such case, the Conversion Price will be
rdumdmmat&wmqqﬂ!bpmmbymﬂﬁplybs(ﬁ)ummn
Pﬁ&heﬁmwmmﬂzwmmmm&wwma
ﬁncﬁonofwlﬁchtbzmtptisthommmmceofmeCommnchkon

ﬁtMothﬁu:.Mdmmiﬂﬂon.itmﬂethMﬂbemhuive)
ufﬂwstock,cvidmofindmadmm.mm«wmwhichmdimm
ﬁmwwmmdmmwdwﬁﬁwmkm
mmmm:kurriccofthe(:ommon&ockonmmmnam- Bach adjustment will
become effective inmediately after the Record Date for the determination of the
stockholders entitled to receive the distribution.

(iv) If the Corporation issuzs or sells (or any Subsidiary issues or
sells) amy equity or debt secuiities which are convertible, directly or indirectly, imto or
exchangeable for shares of Common Stock (“Convertible Securities™) or any rights,
options or warrants to purchase Common Stock st conversion, exchange or exercise
pﬁnep&sh:rewhiéhislus,thantho ;o Price then in effect (other than any
issuance of Employee Shaxes or Acquisition Shares), unless the provisions of Section
5(e)ii) or (iii) are applicable, the Corporation will be deemed 10 have issued or sold,
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on the. date on which the Convertible Securities, rights, options or warrants are issued,
the miximmum pumber of shares of Common Stock into or for which the Convertible
Sacurities may then be convertsd or exchanged or which are then issuable upon the
exercise of the rights, options oF warrants immediately prior to the close of business oo
the dage on which the Convertible Securities, rights, options or warrants are jssued, and
the Conversion Price shall be adjusted downward as if it were an event covered by
Section 5(eXv). However, no further adjustment of the Conversion Price will be made
a5 a result of the actual issuance of shares of Common Stock upon coaversion,
exchange or exercise of Convertible Securities, rights, options or warrants which were,
upon ihe issuznce thereof, subject o the adjustment provisions of Section 5(e)(iD), (i)
or (iv). For the purposes of this Section 5(c)(v), (x) the price of shares of Common
Stock issued or sold upon conversion or exchange of Convertibie Securities or upon
exercize of rights, options Or warrams will be (A) the consideration paid to the
Corporation for the Convertible Securities, rights, options or warrants, plus (B) the
copsideration payable to the Carporation upon conversion, exchange or exercise of the
Convertible Securities, rights, ¢ptions or waTants, with. the value of the consideraticn,
ifot&rthmash.mbedcwrminedbythemwofm:umofme&rpomﬁon
(whose determination, if made in good faith, will be conclusive) and (y) any change in
the conversion or exchange psice of Convertible Securities or the exercise price of
rights, options or warrunts will be treated as an cachange, when the change becomes
effective, for the Convertible Securides, rights, options or warrants which had the old
conversion, exchange orexet'dsepﬁ:candmimmdhmismfmmwm'bh
Securities, rights, options or warrants with the new conversion, exchange or exercise

price.

™) H&'Cuﬁ:ponﬁonismonem:ny@mmnsmk(mm.
(A)mmvmm«me‘d&mﬁbkwxmwh%mw&ehm
thereof, subject to the provisions of Section S(e)(@), (i) or Gv), (B) exexcise of rights,
wﬁommwmsumvmimmmmed&m'hEWWMM
mmm,mmmuumammcwmm
Stock or m.wﬂnhnmmt.mbjmmm:provkmofsmsmﬁi),
(xﬁ)m(iv),u'(mw-.smmormmmM)Mammw
shamlcssﬂnnlhecomﬁoﬂrxicemmincﬁwumﬁwdmdﬂsiuumwmle
(ordnemciseotnpﬁomorwmnts,for!ess—thanmeConveuionPﬁcethenineﬁect
onﬂ»dawmcepﬁomormmsmimed}.ﬂponcnnmmaﬁmoﬁheismor
sale, the Conversion Price in effect immediately prior to the issuance or sale will be
reduced in accordance with the equation set forth on Exhibit A hereto, which is hereby
incorporated by reference berein. : ‘

(vij K thereisa reclassification or change of outstanding sbares of
CommonStock(otherthanaKchangeinparvaIuc.orasarmntofa:mbdivisionor
combimﬁon),oramgu'or;comﬁdaﬁonofthe Corporation with any other entity
that results in s reclassification, change, conversion, exchange or cancellation of
amnndtngshamof@mmoh&ock.orauleormfu'ofanormbmnﬁnﬂyanof
the "assets of the Corporation or dissolution, liquidation or winding-up of the
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Corporation, upon any subsedquent conversion of Series C Convertible Prefecred Stock,
ecach holder of the Series C Convertible Preferred Stock will be entitled to receive the
¥ind snd amount of securities, cash and other property which the holder would have
received if the holder had converted the shares of Series C Convertible Preferred Stock
into Common Stock immediately. before the first of those events and had retained all the
securitics, cash and other assets. received as 2 result of ail those events, In the event
that a transaction may be viewed as causing this Section S(e)vi) to be applicable and
5¢e)ii) is also applicable, then Section 5(e)(iii) will be applied and this Section 5(e)(vi)

(vi) For the puzpose of any computation upder this Section 3(e), the
“Cnrmuudrkd!’ria"oftthomonchkmmdaIzWﬂl'be(A)ifmueism
w@m&mmucmswmmm.mmmmmw
ummmmmwm&mﬁmmmmﬁmotmhuthmﬂ%ofﬂn
outsanding shares of Serics C Convertible Preferred Stock, provided that if the
Wmumas:%ofmmmmmsmorwcwb
Preforred Stock are umable to reach agreement, then by independent appraisal by an
mVembmmmmmidbyth:Coxponﬁon,bmmmbhmﬂnholdmof
Sli-ofhmmofmcmwmsm;w(mﬁm
hmmemhkmmwmchmSmkmmm,&eamof&ilm
Wﬂepimwmeofmmmn&mkmmhofﬁsmmmme
dehghys(asdwﬁmd’bclnw)pmodingﬂndaeof!hemmﬁon. The last
reptﬁmdulcprineofmeComﬁwnStockonea:hdaywﬂlbe(A)thahnrepomwe
pﬁcgnfﬂnCom’Smckm}ﬂzpﬁmipalmckuchnseonwhhthm
Stock is listed, or (B) if the Co Stoekismt_lixwdqnamkew,tbelwt
mpomdsabpdwof&monsmkmmzpmmmmmdmmpﬁu
wmmmwmw%pﬁw&wmmxmmm(qwm
CommnSmkhmﬁmd'on;asmkumwsﬂepﬁmddaCmchk
mmtrqonﬁmmmmﬂqumﬁmsym,_and-meh@bﬂmmw
askad;zhethﬂmfor&gCommnSmkumﬂbyNMQ&hﬁon
Bmwmﬂnmwomumwmhve'mbﬁbmmm
' forﬁ:eCommnswctonaxlmﬁve‘ofmemnp:mﬁuTummys.
mmwmmmmemccmmmdmk,um“nm
Day‘mm(A)ﬂ'meCmmMisliswdmnthnommm,adnym
whichmaeisuadingonthcpﬁmipalstockexchangeonwhichﬂret:mnn&ockis
iistdd.(B)'It'theCommonStockisnot]istqionastockexchange.bmuhprimoﬂhe
Comnmchka:ezepomdmanauwmatedquomﬁonsyswm,uda.ymwhicl;mding
is reporwed on the principal automated quotation system on which sales of the Common
Sw¢katerepomd.or(C)iftinCommouStoukisnotlistedonasnnkenhmgcand
sale prices of the Common Stock are not reporned on an antemated quotation system, 2
day: op which quotations are reported by National Quotation Buresu Incorporated.

(viil) No adjustnent in the Conversion Price will be required unless the
adjustment would require 3 change of at least 1% in the Conversion Price; provided,
however, zhatanyadjmmmwhicharcnotmadcbecanseofthis Saction S(e)(ix) will
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be. carried forward and taken into ascount in any subsequent adjustment, Al
calculations under this Section 5 will be made to the nearest cent or to the nearest one
hundmdthoras!mc as the ¢ase may be.

@(x) Notw:thsta.ndmg anything herein to the contrary, no adjustment
to the Conversion Price will be required upon the occurrence of any of the events in
Sections 5(e}i) through S(e)(vii) directly resulting from the issuance of up t0 an
aggregate of 750,000 Employee Shares and Acquisition Shares.

(x) TIf any one of the events in Sections S(e)i) through S{e)(vii)
occurs, then the Corporation will mail to the holders of record of the Series C
Convertible Preferred Stock, at least 15 days before the applicable date specified
below, 3 notice stating the applicable one of (A) the date on which & record is to be
taken for the purpose of the dividend, distribution or grant of rights or warrants, or, if
10 record is to be taken, the date as of which the holders of Common Stock of record
who will be entitled to the dividend, distribution or rights or warrants will be
determined, (B) the date on which it iz expected the Convertible Securities will be
issued or the date on which the change in the conversion, exchange or exercise price of
the Convertible Securities, rights, options or warrants will be effective, (C) the date on
which: the Corporation anticipates selling Common Stock for less than the Conversion
Price on the date of the sale (except that no notice need be given of the anticipated date
of sale of Common Stock upon exercise of options or warrants which bave been
described in a notice to the holders of record of Series C Convertible Preferred Stock
given at least 15 days before the options or warrants are exercised), or (D) the date ¢n
which the reclassification, consolidation, merger, share exchange, sale, tranmsfer,
dissolution, Hquidation or winding-up is expectad t become effective, and the date as
of which it is expected that holders of record of Common Stock will be entitled w0
exchange their shares of Common Stock for securitics or other property deliverable
upon the reclassification, consolidation, merger, sharc cxchange, sale, transfer,
diszolution, liqmidation or winding-up. Failure to give any such notice or any defect in
the notice will not affect the leglity or validity of the reclassification, consolidation,
merger, share exchange, sale, transfer, dissolution, liquidation or winding-up,
Whenever the Conversion Price is adjusted, the Corporation will promptly send esch
holder of vecord of shares of Series C Convertible Preferred Stock a notice of the
adjusmdmaCmanmeonhﬂtMCommioanemﬂm
date on which the adjustroent becomes effective and containing & brief description of
the events which cansed the adjustment.

{xi) (A) In additicn to any other adjustment to the

Conversion Price as set forth herein, if (I) the Corporation does not consummate the
Apartinent Properties Sale {as berein defined) on or before June 30, 1998, or (II) the
mtushulcp:mdsmwedhymc&rponﬂonﬂammemm&m
genergte less than $2,000,000 in After-Tax Net Income (a8 herein defined) which
After-Tax Net Income is retained by the Corporation as Remined Esrnings (as herein
defined), then the Conversion Price shall be reduced by $0.0133 for each $100,000 by
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which Retained Earnings have not been increased by such After-Tax Net Income as at
Tune 30, 1998.

: B) As used herein, “Apartmems Properties Sale”
means a sale by the corporation for cash of all of its interest in the Pinehurat Club
Apsrtments and the Caxlyle: Club Apamnnms and “After-Tax Net Income” and
“Rétained Eamings” have the meanings ascribed thereto under generally accepted
accbunnngprmciplesineﬁeainmcUniwdSmmwthedmofmsuameoﬂhe Series
C Convertible Preferred Smch

()  Conversion Pn"ct for Series D Convertible Preferred Stock. The
*Conversion Price™ for the Series D Convertible Preferred Stock will be $0.01 per share.

: (D  Jf there is a reclassification of change of outstanding. shares of
CommonSmck(otherrhanachangemparvaluc ‘or 45 a result of 3 subdivision or
combinstion), or a merger or consolidation of the Corporation with any other extity that-
results in a reclassification, change, convession, exchange or cancellation of outstanding shares
of Common Stock, or a sale or transfer of all or substantially all of the assels of the
Corporation or disgolution, liquidation or winding-up of the Corporation, upon amy subsequent
convetsion of Scrics D Convertible Preferred Stock, sach holder of the Series I Convertible
Preferred Stock will be entitled to receive the kind and smount of securities, cash and other
property which the holder would have received if the holder had converted the shares of Series
C Convertible Preferred Stock into Common Stock immediately before the first of those events
and bad retained all the securities, cash and other assets received as a result of all thozse events.

@) If any ooe of the events. in Section S{INi) occurs, them the
Corporaﬁonwﬁlmﬂmtheholdmofmoxﬂoﬂhembamuﬁbkmmsw at
leastISdaysbefmﬂaeapp!ubledmapeciﬂadbdov amﬂoemﬂng&:edmﬂnwmu
reclassification, consolidation, merger, share exchange, sale, transfer, dissolntion, Li
or winding-up is expected to become effective, and the dute as of which it it expected that
holders of record of Common Stock will be catitled to exchange their shares of Common Stock
for securities or other praperty deliverable upan the reclassification, consolidation, merger,
share exchange, sale, transfer, disscofution, liquidation, or winding-vp. Failure to give any
guch notice will not affiect the legality or validity of the reclassification, cansolidation, merger,
share exchange, sale, transfer, dissolution, liquidation or winding-up.

. @® O The Corporation will at ali times reserve and keep available, free
from preemptive rights, out of the authorized but umissiued shares of Commen Stock, for the
puwdc&emmwmmbnofmemcmmuﬁbhrmfmed&mkmddn&nﬁb
Convertible Preferred Stock, the maximum mumber of shares of Common Stock which the
Corporation would be required to deliver upon the conversion of all the outstanding shares of
Series C Converstible Preferred Stock and upon comversion of the Series D Convertible
Preferred Stock whether or not then issued. If for any reason the remaining number of
authorized but unissued shares of Common Stock is insufficient to provide for the issnance of
all Common Stock issuable upon conversion of all outstanding shares of the Series C
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Convertible Preferred Stock, the Series D Convertible Preferred Stock and all other
Convertible Securities issued by the Corporation, then the Corporation shall not issue any
Common Stock upon the conversion of any such securities other than upon conversion of the
Serizs C Convertible Preferred Stock and the Series D Convertible Preferred Stock until the
earlier of (1) the date of the cffectiveness of an amendment to the Charter increasing the
mumber of authorized shares of Common Stock so that a sufficient mumber of shares of
Common Stock will be authorized but unissued so that all shares of Comon Stock issuable
upon the conversion of the Series C Convertible Preferred Stock, the Series D Convertible
Preferred Stock and all other Convertible Securities then ontstanding will be duly and validly
issued, or {(2) the date when all of the Series C Convertible Preferred Stock and all of the
Series D Convertible Preferred Stock have been converted into Common Stock and all such
Common Siock has been duly and validly issued. For the purposes of this Section 5()(3), the
pumber of shares of Common Stock which the Corporation would be regquired to deliver upon
the conversion of all the outstanding shares of Series C Convertible Preferred Stock will be
computed as if at the time of the computation all the ocutstanding shares of Series C
Convestible Preferred Stock were held by 2 single holder.

. : @i}  Before taking any action that would canse an adjustnent reducing
the Conversion Price below the then par value (if any) of the shares of Common Stock
deliverable upon conversion of the Series C Convettible Preferred Stock and/or Series D
Convertiblé Preferred Stock, the Corporation will take afl corporate action which may, in the
opinion of its counsel, be necessary in order that the Corporation may validly and legally issue
fully paid and non-aseessable shares of Common Stock at the adjusted Conversion Price.

(i) The Corporation will seek to list the shares of Common Stock
required 10 be delivered upon convession of the Series C Convertible Preferred Stock and/or
S:rhbcmhefundﬁogk. prior o the delivery, upon cach national securitics
exchange or automated quotation system, if any, upon which the outstanding shares of
CommnSmckmlMdorhanKformdjngntheﬁmofddivexy.

~ (®  The Corporativn will pay any documentary stazap or similar issue or
transfer taxes payable in Tespect of the issue or delivery of shares of Common Stock om
conversion. of Series C Convertible: Preferred Stock and/or Series D Convertible Preferred
Stock; provided, however, that the Corporation will tot be recuired to pay any tax which may
be paysble in respect of any transfer invalved in the igsue or delivery of shares of Common
Stock in a name other than that of the holder of recoxd of Series C Convertible Preferred Stock
and/or Series D Convertible Preferred Stock to be converted and no such iseue or delivery will
be made unless apd umtil the person requesting the issue or delivery bas paid to the
Corporation the amount of any such tax or has established, to the satisfaction of the
Corporation, that the tax has been paid or is not payable.

Section 6. Stass.

Shares of Series C Convertible Preferred Stock and/or Series D Coavertible
Preferred Stock converted pursuamt to the terms hereof or otherwisc acquired by the
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' Corpoutioh shall automatically be retired upon such conversion or other acquisition, as. the
case may be, shall not be reissued as shares of Series C Convertible Prefesred Stock or Series
D Convertible Preferred Stock and shall be restored to the stats of authorized bur unissued

shares of Preferred Stock, undesignated as to series.
Section7.  Preemptive Rights. |

The Corporation elects that the holders of the Series C Convertible Preferred
Stack will have the preemptive rights described below to acquire shares of Common Stock to
be issued by the Corporation (excluding Employee Shares and Acquisition Stares; but
including any other sharcs to be issusd to directors, officers, eaployees, consulianis, agenss of
i contractors of the Corporation or its Subsidiaries or affiiares) other than shares of
Common Stock 1o be iswed to the public in an YPO other than pursuant to the exercise of
rights, options or warragts or conversion or cxchange of Convertible Securities which, in each
case, were outstanding prior (o the date of issuance of the Serics C Convertible Preferred
Stock. The Corporation will, by at least 30 days prior written notice given to all holders of
Seri¢s C Convertible Preferred Stock and/ar Series D Convertible Preferred Stock (3 “Norice
of Proposed Issuance®), notify such holders of any proposed issuance of Commoo Stock. The
Notice of Proposed Issuance will inclads the terms of the proposed issuance of Common Stock
(icluding, without limitation, the munber of shares of Commoa-Stock proposed to be issued,
the proposed purchase price therefor (the “Proposed Purchase Price”), and the proposed
issnance date (the “Proposed Issuance Date™) and the number of shares of Common Stack
which such holder of Series C Convertible Preferred Stock and/or Series D Convertible
Preferred Stock is entitled to purchsse pursuant to the provisions of this Section 7. Each
holder of Series C Convertible Preferred Stock and/or Series D Convertible Preferred Stock
will be entitled to purchase, at the Froposed Purchase Price per share, up 0 such mumber of
shares of Commem. Stock which results from multiplying () the svmber of thares of Common
Stock proposed to be iseued by Gi) 2 fraction equal o (A) the number of shares of Coanuon
Stock into which the shares of Series C Comvertible Preferred Stock and/or Series D
Convertible Preferred Swock held by such holder would be entitled to be convertad on the
Proposed lisuance Date by (B) the sum of the mumber of outstanding shares of Coneon Stock
as of the Proposed Issuance Date plus the aggregate mumber of shares of Common Swock into
which all outstanding shares of Series C Convertible Preferred Stock and/er Series D
Convertible Preferved Stock would be entitled to be convertad on the Proposed Issuance Date.
A holder of Series C Convertihle Preterred Stock and/or Series D Convertible Preferred Stock
shall exercise such holder’s rights under this Section 7 by delivering to the Corporation on or
prior to 10 days prior to the Proposed Issuance Date a written election (the “Notice of Election
of Preemptive Rights ™) stating that such holder elects to. purchase shares of Cormmon Stock on
the Proposed Issuance Date or such later date as may be determined by the Corporation and
setting forth the rumber of ghares that such holder elects to purchage; provided if the closing
of the such issuance of Common Stock does not occur on the Proposed Issuance Date, any
holder of Series C Convertible Preferved Stock and/or Series D Convestible Preferred Stock
who bas submitted 2 Notice of Election of Preemptive Rights may resvind his, her or its
election ar any time. thereafter. Any holder of Series C Convertible Preferred Stock and/or
Series D Convertible Preferred Stock who does not deliver a3 Notice of Election of Presmptive
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Rights on ur ptior to 10 days prior to the Proposed Issuance Date will be deemed to have
waived his, her or its rights under this Section 7, with respect to such proposed issuance of
Common Stock only, for a period of 60 days.

Section 8. E Redemption and Other Purchase Rights

. (@  The Parsons referred to in clause (i) of the definition of Priscipals (as
herein deflred), their spouses or any: trusts created for the benefity of the foregoing, or the
Corporation may, At any time of from time to time prior to the eaxlier of (A) December 31,
1998 or (B) sn IPO (upon at least 30 days but not more than 45 days prior wrinten notice (a
"Repurchase Notice”) dslivered to each holder of Series C-2 Convertible Preferred Stock)
purchase some or all of the then outstanding shares of Sarie¢ C-2 Convertible Preferred Stock
at a purchase price per share (the “Series C-2 Repurchase Price’), in cash, equal to the greater
of (I) $4.25 per share and (X) an amount per share equal to the amount per share which wounid
be required to be paid to such holder on the Series C-2 Repurchase Date (as herein defined) w
give such holder an IRR equal to the Minimum IRR (ss herein defined) with respect to the
shares being repurchased. The Repurchase Notice ahall set forth the aggregate number of
shares of Series C-2 Convertible Preferred Stock to be purchased, the number of shares of
Series C-2 Convertible Preferred Stock to be purchased from such holder, the identity of the
purchaser or purchasers (the “Purchaser”). the purchase date therefor (the “Series C-2
Repurchase Date”) and the Series C-2 Repurchase Price therefor (together with & calculation,
in regsongble detail, of the Minimum FRR). I less than all shares of Series C-2 Convertible
Preferred Stock are to be purchaced on the applicable Series C-2 Repurchase Date, the munber
of shares of Series C-2 Convertible Preferred Stock to be purchasad will be allocated pro rata
among the bolders of Series C-2 Convertible Preferred Stock. On the Series C-2 Repurchase
Date, the Purchaser or Purchusers thait tender t each applicable bolder of shares of Series C-
2 Convertibie Preferred Stack being repurchased the applicable Series C-2 Repurchage Price
and such holder ghall deliver the applicable shares.

() For te purposes hercof, “Minimuom IRR” means a monthly IRR of

21/12%. For the purposes hereof, “JRR” means, as of any date of determination, the
mmhlmeﬂW(Mmmﬂy}Mmﬂ:mmﬂsmohﬂ
cash distributions or payments made with respect to each applicable share of Series C
Convertible: Preferrad Stock (discounted ori a3 monthly basis at such rate from such date of
determinaticn back to the Isst day of the month in which such disibution is received)
. inclusive of (in the case of shares of Serics C-2 Convertible Preferred Stock only) the Series
C-2 Repurchasz Price, equaling (b) the purchase price paid for each applicable share of Series
C Convertilile Preferred Stock on the original issue date thereof plus all other contributions or
investments: made with respect to such share of Seriez C Convertible Preferred Stock
(dwcoumcd:mamnmhlybamatamhramﬂ'omsuchdatzofmmtionmmthe!ast
day of the month in which such contribution or investment is made). For the purposes hereof
“Principal” ‘means any of (i) Arthur Falcone, Philip Cucei, or Edward Falcone; (i) any other
.officer or director of the Corporation: (ifi) any family member of any of the foregomng; (iv)
any trust created by or for the benefit of any of the foregoing; (v) any Person of which auy of
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the foregomg has 2 10% or greater eqmty interest or otherwise has the power to control such
Person.,

" ()  If the closing fo_r the shares of Series C-2 Convertible Preferred Stock
referred to i any. applicable Repurchase Notice does not occur on the applicable Series C-2
Repurchase Date, then no Purchaser will be permitted t purchase such shares unless and until
he, she or it delivers arother Rzpu:chase Notice and otherwise complies with the provisions of
this Section 8.

(d) . Notwithstanding euything to the contrayy comtained herein, the
Commmwmmwmmmw&(mwmm)momm
with funds to parchase (or otherwise extend financial support for such purchase of), any shares
of Series C Convertible Preferred Stock and/or Series D Convertible Preferred Stock pursuant
to this Section 8 or otherwise unless (i) the consummation of such purchase (or provision of
funds or finzncial support) would not violate any terms or provisions of any indebtedness of
the Corporstion or its Subsidinries, and (i) (A) such purchase (or provision of funds or
financial suppart) is entered into M conjunction with a transaction or series of transactions the
result of which is that, the pet worth of the Corporation as shown on its balance sheet as of
completion of such parchase (or provision of funds or financial support) is not less than the net
warth of the Corporation as shown o its balance sheet as of the date immedistely prior to the
carlier of such purchase (or provision of funds or financial support) and the date of the
consumnution of such transaction or the first of such series of transactions, or (B) the net
earnings of the Corporation for the 12 months most recently completed prior to the purchase
date of such Series C Convertible Preferred Stock and/or Series D Convertible Preferred
Stock, exceods the net exmings for sich 12 months as shown on the budget or budgets for
such 12-month period as delivered (or or prior to the date hereof) o MS TEP III, L.L.C. by
at least 20%. In the event of a purchase (or provision of funds or finaricial support) permitted
by clause (B) above, the Corporation shall only be permitted to spply funds or other sssets to
mhw:chasc(orprovxsimofﬁmdsorﬁmmhlmppo:t)tothsemnoftbmmm%
rcferredtomclam(h)

(© Upon (i) any Charter Breach (s herein defined) or (i) from and after
the sixth ammiversary of the date of :issuance of the Series C Convenible Preferred Stock
through the seventh anriversary thereof, each holder of Series C Convertible Preferted Stock
(other than (A) Principals, (B) the Corporation, or (C) Persons who or which have waived his,
her, its or their righis under this Section 8 (¢)} may, upon written potice given to the
Corporation, clect to cause the Corpotation to purchase some or all of fuch holder’s shares of
Series C Convertible Preferred Stock and/or Series D Convertible Preferred Stock at a price
pershameqummempershaxcwm:hwmdbemqmredwbepudwmhhﬂderon
ﬂmdaneofreptmhw:topvcmhoéderanmnequamomhlymRofumz-ua%
Each applicable holder of Series C Convertible Preferred Stock and/or Serics D Convertible
Prefetred Stock will include in zuch writen notice the mumber of shares of Series C
Convertible Preferred Stock and/or Series D Convertible Preferred Stock which such holder
elw&tobepamhasedbytheCorpmuonmdeehmthamlmblesmmme
Corporation together with such notice. The Corporation will repurchase such shares within
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one business day of receipt of such-notice. Upon receipt by each applicable holder of Series C
Convertible Preferred Stock and/or Series D Convertible Preferred Stock of the applicable
redemption payment, shares so redeemed will no longer be deemed outstanding and all rights
of the holder with respect to those shares wiil immmediately terminate. As used hereim,
“Charter Breack™ means the acceleration of a payment of any material indebiedness or other
obligation of this Corporation including, without limitation, those arising under the Credit
Agreement, datsd July 23, 1997, between MS TEP I, L.L.C. and Transeastern Properties,
Tnc., and ail other documents, exhibits and schedules refersnced therein and relating thereto.

, (0  The Corporation shall inmediarely notify the holders of shares of Series
C Convertible Preferred Stock upon the filing of a registration statement by the Corporation
with the Securities and Exchange Commission with respect to an IPO (“IPO Norificarion™).
Within 20 days of their receipt of the IPO Notification, by delivery to the Corporation of
written notice (an “fPO Mandatory Redemption Notice™), () if there are no shares of Series D
Convertible Preferred Stock outstanding, each bolder of shares of Series C Convertible
Prefetred Stock may clect to cause the Corporation to repurchase some or all of such bolder’s
then outstainding shares of Series C Convertible Preferred Stock, at a purchass price per share
@ “Mandatory Repurchase Price™), in cash, equal to the mount which would be required to
bepnidm:mchhnldaasaxthzﬁclosingdmm-giumhholdumlﬂkequﬂtoa
monehly IRR of at least 2-vi2%and (i) if there arc shares of Series D Convertible Preferred
mwm.mmm«mof&ﬁnccmmummmwmn
Convertible Preferred Stock may elect to cause the Corporation to repurchase some or all of
such holdet’s then outstanding shareg of Series C Comvertible Preferred Stock and Series D
Convertible Preferred Stock, at 2 Mandatory Repurchase Price, in cash, equal to the Stated
Value theréof. The IPO Mandatory Redemption Notice shall set forth the number of shares of
Seties C Convertible Preferred Stock and Series D Convestible Preferred Stock, as the cage
may be, 1o be repurchased frors such holder. The purchase date therefor shall be the same
dute a5 the IPO closing (the “Repurchase Dare™). On the Repurchase Date, the Corporation
shall tepder to eech applicable holder of shares of Series C Conwextible Preferred Stock and
Series 1 Convertible Preferred Stock, as the case may be, being repurchaged the applicable
Mandatory: Repurchase Price and such holder shall deliver the applicable shares. If less than
all shaves of Series C Convertible Preferred Stock and Series D Convertible Preferred Stock,
a5 the casc may be, are to be repurchazed on the applicable Repurchste Date, then the
remaining Series C Convertibie Preferred Stock and Series D Convertibie Preferred Stock., as
the case may be, not repurchased at such time shall be converted into Common Stock pursuant
to Section 5(b) hereof. The Mandstory Repurchase Price may be payable from proceeds
received by the Company in an IPO. - :

(8 Al my time from and after the issusnce of the Sexies D Convertible
Preferred Stock through the first anniversary thereof, by delivery o the Corporation of a
written notice (a “Series D Mandatory Redemption Notice™), each holder of shares of Series D
Convertible Preferred Stock may elect to cause the Corporation to repurchage game or all of
such holder's then outstanding shares of Series D Convertible Preferred Stock at a purchase
price per share equal to the Swmsed Value per share thereof. The Series D Mandatory
Redemption Notice shall set forth the mumber of shares of Series D Convertible Preferred
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Stock to be repurchased from such hglder. Promptly after receipt of a Series D Mandatory
Redemption Notice (and in 0o event longer than 10 business days thereafier), the Corporation
shall tender to cach applicable holder of shares of Series. D Convertible Preferred Stock being
repurchased the purchage price therefor and such holder shall deliver the applicable shares.
‘Section 9. . Ranking. |

" The shares of Sevies C: Convertible Preferred Stock and Series D Convertible
Preferred Stock will, with respect to the paymemt of dividends, the right to receive the
Liquidation Preference, and any other distribution of assets on liquidation, dissolution or
winding-up &f the Corporation, rank pari passu with each other and prior o any other series of
Preferred Stixck, prior to Common Stock and prior to any other class or series of capital st
of the Corporation. :

Section 10. - Reporting Regquirements

- . The Corporation will furnish to each record holder ‘of shares of Series C
Convertible Preferred Stock and/or Series D Convertible Preferred Stock any documnents filed-
by the Corparation parsuant to Section 13, 14 or 15(d) of the Sacurities Exchange Act of
1934, as amended (or any successor statite (the “Exchange Acs™) and any annual, quarterly, or
other reports furnished to the Corporation’s public securitybolders, if any; provided that, if the
Corporation is not subject to the requirements of Section 13, 14, or 15(d) of the Exchange
Act, the Corporation will promptly futnish to each such record holder:

" (@  as soon as available and in any event within 30 days after the end of
each month, copies of the unaudited financial statements of the Corporation, inchuding
mns@!idndwmeshemof'etmc«ponﬁmn-dﬂnmdofuchmchmm
consolidated staternents of earnings and cash flows of the Carporation for each such
periddandforﬂnpo:ﬁon-oftheﬁmlywadinzwiﬁmhpuiod. in each case

settiag forth in comparative form the figures for the corresponding period of the
preceding fiacal year, all in reasonable detail, and cestified on behalf of the Corporation
by its chief financial officer to fairly represent the financial position of the Corporation
a5 of such date and to have been prepared in accordance with generally accepied
mmmmm,mmwmywwmia@mmm&mof
full fooinote disclosures;

) as soon as available and in -any event within 45 days after the end of
each of the first three fiscal quarters of each fiscal year of the Corporation (on a
consolidated basis), 2 balance sheet as of the end of the month ending such quarter and
the related statements of income and statement of cash flows for such moath and for the
ponion of the Corporation’s figcal year ended at the end of such month, setting forth in
m];caseincompanﬁvcfomtheﬁgumforthccomspondhgmomhmdﬂm
corvesponding portion of the Corporation’s preceding fiscal year, ali certified (subject
t0 normal yw—endmﬂitadju!wms)astofaimusofpmemaﬂon. generally accepted
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accoupting principles, and comsistency by the principal financial and accounting
officers; and

() 35 soon as available and in any event. within 120 days after the end of
each fiscal year of the Corporation a consolidated balance sheet of the Corporation as
ofmeendofmchﬁmﬂywmmcrdamdsmomemdmﬂmd
carnings and statexnent of cash flows for such fiscal year, in each case (commencing
with any such reports delivered: sfter the date hereof) setting forth comparative figures
for the preceding fiscal year, sccompanied by an. opinion of independent public
sccountants of nationally recognized standing selected by the Corparation as to the fuir
presentation in accordance with genemally accepted accounting prirciples by such
financial statements of the Corporation’s consolidated financial position, results of
operdtions, and statement of cash flows; and

For so long as any Series C Convertible Preferred Stock and/or Sezies D
Convertible :Preferred Stock ‘is outstanding, the Corporation will furnish to each holder of
Series ¢ Canvertible Preferred Stock:and/or Series D Convertible Preferred Stock, no later
than 15 days after the receipt by the Corporation of audited financial statemexnts for each fiscal
year {and in no event later than 120 days after the close of cach fiscal year), a compliznce
wﬁﬁmm.mbymcmm'smprmwmm,mmm-m
Corporation has complied with all the covenants set forth herein, or, if such statement cannot
be made, explaining the reasons therefor in.detail.

Section 11, Affiliate Transactions.

For 50 long 2s any shaves of Series C Convertible Preferred Stock and/or Series
D@m@hthMqu,mWanﬂMmm
mme(amptmdehddmof&‘liof&emeMaﬁ
Series C Convertible Preferred Stock and/or Series D Convertible Preferred Stock voting
memnuammdmmm’umvmm*),mmymm@mmW
transaction or series of related trapssctions (including, without Jimiution, the sale, purchase,
exchn;e,qrhuofwm&a.mmorﬂzmmzofmym)mw
Wﬁmmamw.mhmammmwmm
motmmmmm&mﬁwnbbwmzcommmmm,u
themmmybe.:hmwuﬂdheobhhmhlemcomhhmmﬁonorsﬁaofm}md
mﬁmm?lmmwimmmmmmmmmmmm
ofremtxnnsacﬁommbemdaemdwbefai:.fmmaﬁmn:ialpoin:ofvhw.tothe
Corporation or such subsidiary, by a majority of the Board of Directors. The foregoing
provisions do not prohibit (i) any transaction with an officer or director of the Corporation or
ambsidimyﬁmwfemedimohmordimrymo{mmmﬁmhﬁingwmaﬁonor
employee benefit arrangements with any such officer or director pursuant to plans or
agreements approved by a majority of the disinterested directors of the Coxporation), (ii)
mqﬁm.mymmmmymmagmmmmomgﬂn&msﬁonm
its Subsidiaries and approved by a majority of the Board of Directors of the Corporation, or
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(iii) any tramsaction between the Corporation and a wholly-owned Subsidiary ot between or
among any wholly-owned Subsidiaries-of the Corporation.

Section 12.  Miscellaneous.

") Except as othexwise expressly provided to this Certificate of
ignation, whensver s notice or other communication is required or permitted to be given to
holders of shares of Series C Convertible Preferred Stock and/or Sexies D Convertible
Preferred Stock, the notice or other commmnication will be deemed properly given if deposited
ind:eUnimdStammil,posmgcprcpaid,addmacdwthepeﬂomshownomhebooksofﬂ:e
Corporation. as the holders of the shares of Series C Convertible Preferred Stock and/or Series
D Convertible Preferred Stock at the addresses as they appear on the books of the
Corporation, as of the Record Date or dates deteymined in accordance with applicable law and
with the Charter and Bylaws, ss in effect {rom time to time, with a copy sent to MS TEP I,
L.L.C. at /o The Morgan Stanley Real Estatc Pund II, L.P., 1585 Broadway, New York,
New Yotk 10036, in each case by documented overnight delivery service or, to the extent
receipt is confirmed, telecopy, telefax or other electronic transmission service.

()  Shares of Series C Convertible Preferred Stock and/or Series D
Convertible’ Preferred Stock will not have any decignations, preferences, convergion or other
rights, voting powers, restrictions, limitations as to dividends and other distributions,
qualifications or terms and conditions of redemption, other than those specifically set forth
herein, in the Charter, and as may be provided under applicable law insofar as any such
provision does not conflict with the terms hereof.

() The headings of the various subdivisions berein arc for convenience only
and will not affect the meaning or inteypretation of any of the provisions herein. .

@ Notwithstanding Section 3 bereof, the preferences, conversion and other
rights, voting powers, restrictions, limitations &5 o dividends and dther distributions,
qualifications and terms and conditions of redemption of the Series C Convertible Preferred
Stock and/or Series D Convertible Preferred Stock may be waived, and any of such provisions
of the Series C Convertible Preferred Stock may be smended, only with the spproval of
holders of at least a majority of the cutstanding shares of Series C Convertible Preferred Stock
and/or Series D Convertible Preferred Stock, voting together as a separate class on ap “as
converted™ basis.

(e  Notwithstanding anything to the contrary contained in Section 2, 3, 4, 5,
7, 8(a) or 12(d) hereof, each holder of recard of Scries C Convertible Preferred Stock and/ar
Series D Convertible Preferred Stock bereby agrees that, in determining whether any holder of
Series C Convertible Preferred Stock and/or Series D Convertible Preferred Stock has (i)
voted o reipove or elect any director of the Corporation under Section 3, (ii) approved any
action by the Corporation under Section 3, (iii) elected the Liquidarion Preference, or shares
of Common Stock in lieu of either thereof under Section 4, (iv) clected to cause the conversion
of such holder's Series C Convertible Preferred Stock and/or Series D Canvertible Preferred
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Stock into Common Stock or other agsets under Section 5, (V) received any motice of the
Corporation fequired or permined by this Certificate of Designation, “or (vi) granted any
waivers in accordance with Section 8(d), MS TEP II, L.L.C. shall have the right to grant or
deny such approvals, make or decline any such elections or receive sny such notices with
regard to ll. shares of the Series C Convertible Preferred Stock aud/or Series D Convertible
Preferred Stock held of record by such holder, and a notice received by MS TEP HI, L.L.C.
and a document executed by MS TEP Iff, L.L.C. calling a meeting of shaseholders, exercising
the right to take action by written consent without a meeting, exercising voting rights either
together with holders of shares of Comamon Stock or separately as & class, including without
limitation the granting or denying of approval to any action by the Corperation, ot electing or
removing any dirsctor, or electing or declining to the Corporation 10 effect the conversion as
to any shares of Series C Convertible Preferred Stock and/or Serles D Convertible Preferred
Stock, or elscting or declining to the Corporation to effect the redemption a5 to any sharcs of
Series C Convertible Preferred Stock and/or Series D Convertible Preferred Stock, shall
determine the maner for such. holders as MS TEP I, L.L.C. may indicate. Upon written
notice by MS TEP IIf, L.L.C. to the Corporation, MS TEP Il, L.L.C. may relinquish such
rights and powers over any or all sharec of Series C Convertible Preferred Stock and/or Series
D Convertihle Preferred Stock. The foregoing may.. but need not, be evidenced by execution
by each holder of Segies C Convertible Preferred Stock and/or Series D Convertible Preferred
Stock, otherithan MS TEP III, L.L.C.. of a proxy in favor of MS TEP II, L.L.C..

| ®  The tetm “cwmstanding,” when used with reference to shiares of stock,
shail mean jssued shares, excluding shayes held by the Corporation. or 2 subsidiary.

Section13. . Severability of Provisions.

Whenever possible, each provision hereof shall be interpreted in 2 manner as to
be effective and valid under applicable Iaw, but if any provision hercof is held to be prohibited
by or invalid under applicable law, such provision shall be ineffective only 10 the extent of
suck prohibition or invalidity, without invalidating or otherwise adversely affecting the
remaining provisions hereof. If a court of competent jurisdiction should determipe that a
provision hereof would be valid or enforceable if a perind of time were extended or shortened
or a particular percentage were increased or decreased, then such court may make such change
as shall be pecessary to rendes the provision in question effective and valid under applicable
law.

[SIGNATURE PAGE FOLLOWS]
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IN WITNESS WHEREOF, this Certificats of Designation it executed on behalf
of@Cow.umwmmmmwmmmndmm day of
October, 1997. —

TRANSEASTERN FROPERTIES, INC.

Py
By: e ? 1'5’%
Nune: Les Campbell
Chief Financial Officer
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. Exhibit A
1o Transcastern Properties, Ine.
Certificate of Designation
Transeastern Properties, Inc.
Series C Convertible Preferred Stock (“Preferred Stock™)
. Anti-Dilution Conversion Price Example

, Adjus:nicnt Fornmia Pursuant o
Sections S(e)(ii) aad S(e)(v) (* Adjustment Formmla™)

OBJECTIVE: To keep the Preferred Stock holders' relative ownership percentage of
' sha:esmmmm_(ascompnedwamﬁoncommmdatm
Conversion Price), upon the issuance of a “New Dilutive Security” (see

defmition below), the then-spplicable Conversion Price of the Preferred

Stock will be adjusted as follows:
PRIOR ANTI-DILUTION ADJUSTED
x (AR + EX =

(A+B+CY) + EX~

T,...wjhenmrorpumsmhﬁmhm

in example below
|
X - Conversion Price of Preferred Stock prior to issuance of *New Dilutive Security™.
X - Cm_lvmion Price of Preferred Stock adjusted for issuance of “New Dilutive
A - m of common ‘stock equivalent shares outtanding which inchudes:

() Common Stock iseued an outstanding, (i) all Dilutive (defined below)
convertible securities outstanding, excluding Preferred Stock and (i) all Dilutive
@ﬁmimmmmmmwhpﬁuwism of “New
Dilutive Security™. For pusposes of this definition, a security described under (ii)
or (ii) will be considered *Dilutive” in all subsequent applications of the
Adjustmert Formuls if B triggers the Adjustment. Fornmla upon issuance.
Moreover, a security described under (ii) will be considered “Ditutive” if at
issuance the gecurity is issused at a premium. of 10% or less to the Current Market
Price of the Common Stock and u security deseribed under (i) will be considered
Dijlutive” if at the time of a calculation under the Adjustment Formula the
Common Stock equivalent price of the security reflects & premium of 10% or less
to the Current Market Price of the Comumon Stock. The Current Market Price is
defined in the Certificate of Designation.

A-1
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B - Sh;res of Common Stock issuable upon conversion of all convem‘blé Operaung

Pirtnership Units outstanding prior to issuance of “New Dilutive Security”.

C . Sharcs of Common Stock issusble upon conversion of all outstanding Preferred
Stock, assuming the prior Conversion Price (or X). -

C* - Shares of Common Stock issuable upon conversion of all ourstanding Preferred

Stock, assuming the adjusted Comversion Price for the New Dilutive Security
isguance (or X°). . '

EX - “New Dilutive Security™ equivalent common shares, assuming the prior Coaversion
Price, or X. Z '

EX~ - “New Dilutive Security” equivalent common shares, based on acnua) conversion of
sécurity. '

For purposes of any calculation. pursuant to this Exhibit A, common stock equivalent shares
wmuamdmmﬂusmofmmmupmmmmmm
Stock Purchase Agreement between the Corporation and the Buyer (as defined therein), dated
October __, 1997, a3 amended. Anydadaﬁonp;rﬁonmdpﬁmmmeﬁnﬂpmuhaseof
shmofhWSmkpmmmwmchmmwmﬂbemalcﬂM
giving effect to all shares of Preferred Stock sold under such agreement as if such shares had
been issued and outstanding at all times for purposes of the Adjustment Formula.

Assume a 2.5 million share corimaon stock issuance at $2,.50!shut (the “New Dilutive
Security™) following an investment of $5 million in Preferred Stock at a $3.33 Conversion
P - : H

Solation:

o Prior to solving for C~, the following table must be crested:

Sacerity Isevancs Bacurity Inicustrs A2 Security Intmace A
Tircad ot $2.5% Per Soere Himosd m
- —and Unatinsied ~S3X3 Per Share
. # ol Shaves Prrcemtage # of Shares ' Yevoomtape ¥ of Shares %

Share Copiéalization of .
Common Stock:Equivalent Shares(A) % % %
Cogvertible OF Units Quutanding () % % T
1996A Bquivalzae Coxioaon Sieck (C) . % ~ %
New Difutive Securizy Shaces (EX*/EX) 0 ) % %
TOTAL : 100.0% 100.0% 100.0%

C‘isﬂ:emmbcrofshareanfComn::onchkimowhichth:ohmundhglha:esofP:efmed.

Stock must convert in order to maintain the Preferred Stock holders’ ownership percentage at
14.9% (i.¢., as if the issuance were done at the Conversion Price prior to the itsuance (or X))
given the New Dilutive Security issuance at §2.50 per common share, To sclve for C*, the

following calculations toust be made:

A-2




OCT-31-1997 12'16 STERRNS WEAUVER 3g57893208 P.@38-838

# of Common
Share Capitalization, post New Dxluuvc Security Issuance as issued
at $20 per chare and unadjusted ‘
- <O ‘
= Share Cspitalization less’ Preferm! Stock equivalent Common 10,630,000
Stock
/ (00%-14.9% or 100% less ownership holders of Preferred Stock - 85.1%
are fo maintain '
= Total Share ‘Capitalization Required for huldx:rs of Prefermd
Stack tomxmm ownership percentage at
x Required Buyer ownership pum;gc pursuant to sbove % .
Ius c~. : - :]
Given C*, obe solves for X™ as follows:

P o Adfasisd
Comvgtion . Adjustmsnt Formule . Canversion
Pricacr X ' ' _ X Price or X~

B8 x o+ s 15230) = X
.33 I, ' = x-
| = X |
Proof of Calculasioss  PosbNew Dilutive
. Security Ismsnce a3
Tavoed 3¢
$2.50 Per Share and
Lol Sharey %
Coplialication of Compemy ]
0 Stock Rouivalee Stares(A) %
Coovertible OF Uiks Qutatanding (B) - %
Proflereed Siock Equivakes Common Stock (C/C) %
New Diltive Scchricy Shares (EX"/EX)
TOTAL . 100.00%
A3

TOTAL P.B38




