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May 25, 2001

RIVAR TECENOLOGIES, INC.
10523 GRETNA GREEN DER.
TAMPA, FL 23626 .

SUBJECT: RIVAR TECHNCLOGIES, INC.
REF: PD0OCODO491046

We received vour ele&tronically transmitted document. However, the
dosument has not been filed. Pleass make the following corrections and
refax the complaete document, including the alectronic filing cover sheet.

If the document was approved by a majority vote of the shareholders, it
should also contain a statement that the number of votes cast by the

sharehelders was sufficient for approval.

Please return your document, along with a copy of this letter, within 60
days or your filing will be conzidered abandocned,

If you have any gquestions concaerning the filing of your document, please

call {850} 487-6906.
Darlens Connell FAX Aud. §: H01000069140
Letter Number: 901200032397

Corporate Specialist

OIMAY 37 MMi2: 0]
DIVISION OF CORPORATIGNS

Division of Corporations - P.O. BOX 6327 -Tallahassee, Florida 32814
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ARTICLES OF AMENDMENT OF - --AHRSSEE, FLORIDA

ARTICLES OF INCORPORATION

OF
RIVAR TECHNOLOGIES, INC.

Pursuant to Section 607.1006 of the Florida Statutes, RIVAR TECHNOLOGIES,

INC., a corporation organized and existing under and by virtue of the laws of the State of
Florida (the “Corporation™), docs hereby certify:

Name. The name of the Corporation is Rivar Technologies, Inc.

Amendments Adopted. The amendment adopted provides for certain changes to the
rights of holders of Special Preferred Stock and creation of Series B Preferred Stock.

—t

Ty &2

Text of Amendments. _ Article 3 is hercby amended by deleting such ArticleT Gnd =
substituting the following new Article 3 which reads as follows: =0 =
‘ v e
ARTICLE 3 . 2z o

Capital Stock e =

i _ s 55

— .

3.1  Authoriged Shares. The total number of shares of all classes of cdgi@l .

stock that the Corporation shall have the anthority to issue shall be 50,000,000 shivesy =

of which 40,000,000 shares shall be Common Stock having a par value of $0.0001%per
share {“Common Stock™) and 10,000,000 shares shall be Preferred Stock, $0.0001 par
value per share (“Preferred Stock™). The Board of Directors is expressly authotized,
pursuant to Section 607.0602 of the FBCA, to provide for the classification and
reclassification of any unissued shares of Common Stock or Freferred Stock and the
issuance thereof in one or more classes or series without the approval of the
shareholders of the Corporation, all within the limitations set forth in Section 607.0601 ' -
of the FBCA.
3.2

Common Stock.

(A) Relative Rights, The Common Stock shall be subject to all of the
rights, privileges, preferences and priorities of the Preferred Stock as set forth in the
Articles of Amendment to these Articles of Iucorporation that may hereafter be filed
pursuant to Section 607.0602 of the FBCA to establish the respective class or series of
the Preferred Stock. Except as otherwise provided in these Articles of Incorporation,

each share of Common Stock shall have the same rights as and be identical in all
respects to all the other shares of Common Stock,

(B) Yoting Rights. Except as otherwise provided in these Articles of
Incorporation, except as otherwise provided by the FBCA and except as may be
determined by the Board of Directors with respeet to the Preferred Stock, only the
holders of Common Stock shall be entitled to vote for the election of directors of the

Corporation and for all other corporate purposes. Upon any such vote, each holder of
Prepared by
Bruce M. Rodgers, Esq.
Foley & Lardner
100 N. Tampa Strect, Sulte 2700
Tamps, FL, 33602
Tel: AI3.229-2300 / Fax: 813-221-4210

(((¥101000069149 1))
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Common Stock shall, except as otherwise provided by the FBCA, be entitled to one
vote for sach share of Common Stock held by such holder.

- {(C) Dividends. Whenever there shall have been paid, or declared and
set aside for payment, to the holders of the shares of amy class of stock having
preference over the Common Stock as to the payment of dividends, the full amount of
dividends and of sinking fund or retirement payments, if any, 1o which such holders are
respectively entitled in preference to the Common Stock, then the holders of record of
the Commeon Stock and any class or series of stock entitled to participate therewith as to
dividends, shall be entitled to receive dividends, when, as, and if declared by the Board
of Directors, out of any assets legally available for the payment of dividends thereon.

(D)  Dissolution. Liquidation, Winding Up. In the event of any o
dissolution, liguidation, or winding wp of the Corporation, whether voluntary or
involuntary, the holders of record of the Common Stock then outstanding, and all
holders of any class or series of stock entitled to participate therewith in whole or in
part, as to the distribution of assets, shall become entitled to participate in the

) distribution of assets of the Corporation remaining after the Corporation shall have
paid, or set aside for payment, to the holders of any class of stock having preference
over the Common Stock in the event of dissolution, liquidation, or winding up, the full
preferential amounts {if any) to which they are entitled, and shall have paid or provided
for payment of all debts and liabilities of the Corporation.

33 Preferred Stock.

(A) Issuance, Desipnations, Powers Ftc. The Board of Directors is )
expressly authorized, subject to the limitations prescribed by the FBCA and the ) -
provisions of these Articles of Incorporation, to provide, by resolution and by filing
Articles of Amendment to these Articles of Incorporation, which, pursnant to Section
607.0602(4) of the FEBCA shall be effective without shareholder action, for the issuance
from time to time of the shares of the Preferred Stock in one or more classes or series,
to establish from time to time the number of shares to be included in each such class or
series, and to fix the designations, powers, preferences and other rights of the shares of
each such class or series and to fix the qualifications, limitations and restrictions
thereon, including, but without limiting the generality of the foregoing, the following:

(1} the rmmber of shares constituting that class or series and
the distinctive designation of that class or series;

@) the dividend rate on the shares of that class or series,
whether dividends shall be cumulative, noncumuolative or partially cumulative and, if
sa, from which date or dates, and the relative rights of priority, if any, of payments of
dividends on shares of that class or series;

(3)  whether that class or series shall have voting rights, in
addition to the voting rights provided by the FBCA, and, if so, the terms of such voting
tights;

(((HH01000069140 1))
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(4) ~whether that class or series shall have conversion
privileges, and, if so, the terms and conditions of such conversior, including provision
for adjustment of the conversion rate in such events as the Board of Dlrectors shall
determine; . .

(5)  whether or not the shares of that class or series shall be
redeemable and, if so, the terms and conditions of such redemption, including the
dates upon or after which they shall be redcemable, and the amount per share payable
in case of redemption, which amount may vary under different conditions and at
different redemption dates;

() whether that class or scrics shall bave a sinking fund for
the redemption or purchase of shares of that class or series, and, if so, the terms and
amount of such sinking fund;

7 the rights of the shares of that class or series in the event
‘of voluntary or involuntary liquidation, dissolution, or winding up of the Corporarion,
and the relative rights of priority, if any, of payment of shares of that class or series;
and

8 any other relative powers, preferences, and rights of that
class or series, and qualifications, limitations or restrictions on that class or series.

3.4 Convertible Preferred Stock.

(A) Issuance and Voting Rights. The Board of Directors is expressly
authorized to issue 1,500,000 shares of Converiible Preferred Stock (*Special Preferred
Stock™) which shall be a class of Preferred Stock and shall be subjcct to the limitations
prescribed by the FBCA and the provisions of these Articles of Incorporation. Except
as otherwise provided by the FBCA, prior to the conversion of the Special Preferred
Stock into Common Stock pursuant to Section 3.4(D)(1), the holdets of issued and
outstanding shares of Special Preferred Stock (“Special Preferred Holders®) shall be
entitled to vote for the election of one director of the Corporation. Omn all octher
corporate matters, each share of Special Preferred Stock shall be entitled to that number
of votes as shall equal the number of shares of Comon Stock into which such Special
Preferred Stock may be converted pursuant to Section 3.4(D).

(B) Dividend Provisions. No dividend shall be paid on the Common
Stock in any fiscal ycar so long as the Special Preferred Stock is outstanding.

{C) Liguidation.

n Preference. In the event of any liquidation, dissolution or
winding up of the Corporation, whether vohitary or involumtary, the holders of the
Special Preferred Stock in pari passu with the holdets of Series B Preferred Stock shall
be entitled to receive, prior and in preference (o any distribution of any of the assets of
the Corporation to the holders of Common Stock by reason of their ownership thereof,

-3- o
(191000069140 1)))
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an amount per share equal to $0.375 (appropriately adjusted to reflect subsequent stock
splits, stock dividends, combinations or cther recapitalizations) for each share of
Special Preferred Stock then held by them, plus declared but unpaid dividends
(appropriately adjusted to reflect subsequent stock splits, stock dividends, combinations
or other recapitalizations).

(2) Remaining Assets. Upon the completion of the
distribution required by Section 3.4(C)(1) above, the remaining assets of the
Corporation available for distribution to stockholders shall be distributed among the
holders of the Common Stock, Special Preferred Stock and Series B Preferred Stock
(assuming conversion of all Special Preferred Stock) pro rata based on the number of
shares of Common Stock, Special Preferred Stock and Series B Preferred Stock held by
each.

&) Certain Acquijsitions.

i Deemed Liquidation. For purposes of this Section
3.4(C), a liquidation, dissolution or winding up of the Corporation shall be deemed to
occur if the Corporation shall sell, convey, or otherwise dispose of all or substantially
all of its property or business or merge Inic or consolidate with any other corporation
(other than a wholly-owned suhsidiary corporation) or effect any other transaction or
series of related transactions in which more than fifty percent (50%) of the voting
power of the Corporation is disposed of, provided that this Section 3.4(C)3)}i) shall
not apply to a merger effected solely for the purpose of changing the domicile of the
Corporation.

ii. Valuation of Consideration. In the event of a

deemed liquidation as described in Section 3.4(C)(3Xi) above, if the consideralion
received by the Corporation is other than cash, its value will be deemed its fair market
value. Any securities shatl be valued as follows:

1, The method of valuation of securities not
subject to an investment letter or other similar restrictions on free marketability:

{a)  If traded on a securitics exchange or
The Nasdaq Stock Market, the valie shall be deemed to be the average of the closing
prices of the securities on such exchange over the thirty day (30) period ending three
{3) days prior to the closing;

()  If actively traded over-the-counter,
the value shall be deemed to be the average of the closing bid or sale prices (whichever
is applicable) over the thirty-day (30) period ending three (3) days prior to the closing;
and

() K there is no active public market,
the value shall be the fair market value thereof, as mutually determined by the
Corporation and the holders of at least a majority of the voting power of all then

_4._ —
(101000069140 1)))
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outstanding shares of Special Preferred Stock and Series B Preferred Stock, and if not
so mutually determined, then the Corporation and the holders of at least a majority of
the voting power of all then outstanding shares of Special Preferred Stock and Series B
Preferred Stock will choose an independent third party to determine the appropriate
value.

2. The method of valuation of securities
subject to an investment letter or other restrictions on free marketability (other than
restrictions arising solely by virtue of a stockholder’s siatus as an affiliate or former
affiliate) shall be to make an appropriate discount from the market value determined as
above in Section 2.¢.ii.(1) to reflect the approximate fair market value of the securities,
ag mutually determined by the Corporation and the holders of at least a majority of the
voting power of all then outstanding shares of Special Preferred Stock and Series B
Preferred Stock, and if not so mutually determined, then the Corporation and the
holders of at least a majority of the voting power of all then outstanding shares of
Special Preferred Stock and Series B Preferred Stock will choose an independent thitd
party to determipe the appropriate value.

3. Notice_of Transaction. The Corporation
shall give each holder of record of Special Preferred Stock and Series B Preferred Stock
written notice of such impending transaction not later than fifteen (15) days prior to the
stockholders™ meeting called to approve such transaction, or fifteen (15) days prier to
the closing of such transaction, whichever is earlier, and shall also notify such holders
in writing of the final approval of such transaction. The first of such notices shall
describe the material terms and conditions of the impending transaction amd the
provisions of this Section 3.4(C)3), and the Corporation shall thereafier give such
holders prompt notice of any material changes. The transaction shall in no event take
place soomer than fifteen (15) days afier the Corporation has given the first notice
provided for herein or sooner than ten (10) days after the Corporation has given notice
of any material changes provided for herein; provided, however, that such periods may’
be shortened upon the written consent of the holders of Special Preferred Stock and
Series B Preferred Stock that are eatitled to such notice rights or similar notice rights
and that represent at least a majority of the voting power of all then ontstanding shares
of such Special Preferred Stock and Series B Preferred Stock.

i Effect of Noncompliance., In the event the
requirements of this Section 3.4(C)(3) are not complied with, the Corporation shall

forthwith either cause the closing of the transaction to be postponed until such
requirements have been complied with, or cancel such transaction, in which event the
rights, preferences and privileges of the holders of the Special Preferred Stock shall
revert to and be the same as such rights, preferences and privileges existing
immediately prior to the date of the first notice referred to in Section 3.4(CY3)(1ii)
hereof,

(D) Redemption. Unless otherwise provided for in an agreement
between the Corporation and the holders of the Special Preferved Stock, the Special
Preferred Stock is not redeemable.

005.195617.1 -3-
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(E) Conversion. The holders of the Special Preferred Stock shall
have conversion rights as follows (the “Conversion Rights”):

(1) Right to Convert. Subject to Section 3.4.(E)(3), each
share of Special Preferred Stock shall be comvertible, at the option of the holder
thereof, at any time after the date of issuance of such share, at the office of the .
Corporation or any transfer agent for such stock, into such number of fully paid and
nonassessable shares of Common Stock as is determined by dividing $0.375 by the
Conversion Price (“Conversion Price™), determined as hereafier provided, in effect on
the date the certificate is surrendered for conversion. The initial Conversion Price shall
be equal to $0.375. Such initial Conversion Price shall be subject to adjustment as set
forih in Section 3.4(E)(3).

2) Mechanics of Conversion. Before any holder of Special
Preferred Stock shall be entitled to convert the same into shares of Commorn Stock, it
shall surrender the certificate or certificates therefor, duly endorsed, at the office of the
Corporation or of any transfer agent for such series of Special Preferred Stock, and
shall give written notice to the Corpoeration at its principal corporate office, of the
election to convert the same and shall state therein the name or names in which the
certificate or certificates for shares of Common Stock are to be issued. The
Corporation shall, as soon as practicable thereafter, issue and deliver at such office to
such holder of the Special Preferred Stock, or to the nominee or nominees of such
bolder, a certificate or certificates for the number of shares of Common Stock to which
such holder shall be entitled as aforesaid. Such conversion shall be deemed to have
been made immediately prior to the close of business on the date of such surrender of
the shares of such series of Special Preferred Stock to be converted, and the person or
persons entitled to receive the shares of Common Stock issuable upon such conversion
shall be treated for all purposes as the record holder or holders of such shares of
Common Stock a5 of such date. If the conversion ig in connection with an underwritten
offering of securities registered pursuant to the Secutities Act the conversion may, at
the option of any holder tendering such Special Preferred Stock for conversion, be
conditioned upon the closing with the underwriters of the sale of securities pursuant to
such offering, in which event the person(s) entitled to receive Comumon Stock upon
conversion of such Special Preferred Stock shall not be decmed to have converted such
Special Preferred Stock until immediately prior to the closing of such sale of securities.

{3} Conversion Price Adjustments of Series A Preferred Stock
for Certain Dilutive Issuances, Spiits and Combinations. The Conversion Price of the

Special Preferred Stock shall be subject to adjustment from time to time as follows:

i. Adjustments for Additional Stock, If this
Corporation shall issue, after the date on which any sharcs of Special Preferred Stock

were first issued (the “Purchase Date™), to any persons, any Additional Stock (as
defined below in Section 3.4(E)(3)(vi) for z consideration per share less than the
Conversion Price for such Special Preferved Stock in effect immediately prior to the
issuance of such Additional Stock, the Conversion Price for such Special Preferred
Stock in cffect immediately prior to each such issuance shall forthwith {except as

6~
(((H01000069140 1)))
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otherwise provided in this Section 34E)}3)D) be adjusted downward to the
consideration per share paid for such Additional Stock, or if all or a portion of such
Special Preferred Stock had been converted prior to the issmance of any such Additional
Stock, then the Company shall issue to the holders of Special Preferred Stock an
additional number of shares of Common Stock equal to the number of shares of
Common Stock the holders of Special Preferred Stock would have received if each had
not converted such Special Preferred Stock.

it 1500} One _Hundredth. No
adjustment of the Conversion Price for the Special Preferred Stock shall be made in an
‘amount less than one hundredth of one cent per share, provided that any adjustments
which are not required to be made by reason of this sentence shall he carried forward
and shall be either taken into account in any subsequent adjustment made prior to three
(3) years from the date of the event giving rise to the adjustment being carried forward,
or shall be made at the end of three (3) years from the date of the event giving rise to
the adjustment being carried forward. Except to the limited extent provided for in
Sections 3.4(E)(3)(v)(@) and (4), no adjustment of such Conversion Price pursuant, to
this Section 3.4(E)}(3)(i). shall have the effect of increasing the Conversion Price abave
the Conversion Price in effect immediately prior to such adjustment.

iif. Common Stock for Cash. In the case of the

issuance of shares of Common Stock for cash, the consideration shall be deemed to be
the amount of cash paid therefor before deducting any discounts, commissions or other
expenses allowed, paid or imcurred by this Corporation for any underwriting or
otherwise in conncction with the issuance and sale thereof,

iv. Noncash Consideration for C Stock. In the
case of the issuance of shares of Common Stock for a consideration in whole or in part
other than cash, the consideration other than cash shall be deemed 1o be the fair value
thereof as determined by the Board of Directors irrespective of amy accounting
treatinent.

V. Detivative Securities. In the case of (he issuance

(whether before, on or after the applicable Purchase Date) of options, warrants or other
rights to purchase or subscribe for shares of Common Stock, securities by their terms
convertible juto or exchangeable for shares of Common Stock or options, warrants or
other rights 10 purchase or subscribe for such convertible or exchangeable securities,
the following provisions shall apply for all purposes of this Section 3.4(EX3)(1) and
Section 3.4(E)(3){vi).

1. The aggregate maximum number of shares
of Common Stock deliverable on exercise (assuming the satisfaction of any conditions
to exercisability, including, without limitation, the passage of time, but without taking
into account potential antidilation adjustments) of such options, watrants or other rights
to purchase or subscribe for shares of Common Stock shall be deemed to have been
issued at the time such options, warrants or other rights were issued and for a
consideration equal to the consideration (determined in the manner provided in Sections

005.195517.1 -7-
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3.4(BE)(3)(iii) and 3.4(E)(3)(iv)), if any, received by this Corporation on the issuance of
such options, warrants or other rights plus the minimum exercise price provided in such
options, warrants or other rights (without taking into account potential antidilution
adjustments) for the Common Stock covered thercby,

2. The aggregate maximum mimber of shares
of Common Stock deliverable on convetsion of, or in exchange for {assuming the
satisfaction of any conditions to convertibility or exchangeability, including, without
Imitation, the passage of time, but without taking into account potcntial antidilution
adjustments), any such convertible or exchangeable securities or on the exercise of
options, warrants or other rights to purchase or subscribe for such convertible or
cxchangeable securities and subsequent conversion or exchange thereof shall be deemed
to have been issued at the time such securitics were issued or such options, warrants or
other rights were issued and for a consideration equal to the consideration, if any,
received by this Corporation for any such securities and related options, warrants or
other rights (excluding any cash received on account of accrued interest or accrued
dividends), plus the minimum additional consideration, if any, to be received by this
Corporation (without taking into account potential antidilution adjustments) on the
conversion or exchange of such securities or the exercise in full of any related options,
warrants or other rights (the consideration in each case to be determined in the manner
provided in Sections 3.4(E)(3)(iii) aud 3.4(E)(3)(iv).

3. In the event of any change in the murnber of
shares of Commmon Stock deliverable or in the consideration payable to this Corporation
on exercise of such options, warrants or other rights or on conversion of, or in
exchange for, such convertible or exchangesble sceurities, including, but not limited to,
a change resulting from the antidilution provisions thereof, the Conversion Price of the
Special Preferred Stock, to the extent in any way affected by or computed using such
options, warrants or other rights or securities, shall be recomputed to reflect such
change, but no further adjustment shall be made for the actual jssuance of Common
Stock or amy payment of such consideration on the exercise of any such options,
warrants or other rights or the conversion or exchange of such securities.

4, On the expiration of any such options,
warrants or other rights, the termination of any such rights to convert or exchange or
the expiration of any options, warrants or other rights related to such converiible or
exchangeable securities, the Conversion Price of the Special Preferred Stock, to the
extent in any way affected by or computed using such options, warrants or other rights
or securities or options, warrants or other rightis related to such securities, shall be
recomputed to reflect the issuance of only the aunmber of shares of Common Stock {and
convertible or exchangeable securities which remain in effect) actually issued on the
excrcise of such options, warrants or other rights, on the conversion or exchange of
such securities or on the excreise of the options, warrants ur other rights related to such
securities.

3. The number of shares of Common Stock
deemed issued and the consideraton deemed paid therefor pursuaiit to Sections

(01000069140 1)))
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3.4BE)3XvX1) and (2) shall be appropriately adjusted to reflect amy change,
termination or expiration of the type described in either Section 3. 4HEY3)V)(3) or (4).

vi, Additional Stock, “Additional Stock” shall mean
any shares of Common Stock issued (or deemed to have heen issued pursuant to Section
3.4(E)(3)(v) by this Corporation after the Purchase Date other than the Excluded Stock.

“Excluded Stock™ means the following:

1. shares of Common Stock issuable on
conversion of the Special Preferred Stock,

2, shares of Comnon Stock issued or issuable
(1) in a public offering, before or in connection with which all outstanding shares of
Special Preferred Stock will be converted to Common Stock or (2) on exercise of
warrants or rights granted to underwriters in connection with such a public offering,

3. shares of Comunon Stack issuable or issued
In any transaction pursuant to which the Corporation is acquiring substantially all of the
outstanding Common Stock or other equity interests of any other corporation or entity
or a sigaificant portion of the assets of any such entity if the Board of Directors has
determined that the value per share of the Common Stock issued in such transaction is
greater than or equal to the Conversion Price at such time,

4, shares of Common Stock issued to any
person or entity that 2 majarity of the directors of the Corporation, including one of the
directors elected by the holders of the Special Preferred Stock, in the exercise of their
reasonzble business judgment, determine offer the Corporation a strategic advantage in
the operation of the Corporation such that it would be desirable to enter info a
relationship with such person or entity, and

5. the Reserved Employee shares (as defined
below) of this Corporation issued or to be issued directly or pursuant to a stock option
plan, employee incentive plan or restricted stock plan approved by the Board of
Directors of this Corporation, including one of the directors elected by the holders of
the Special Preferred Stock, to eraployees, officers or directors of, or consultants or
advisors to, the Corporation or any subsidiary, “ Employee Shares” means
500,600 shares of Common Stock and/or options, warrants or other Commion Stock
purchase rights, and the Common Stock issued pursuant to such options, warrants or
other rights (as adjusted for any stock dividends, combinations, splits. recapitalizations
and the like). The Reserved Employee Shares shall not be issued at an exercise price
less than fair market value as determined by this Corporation’s Board of Directors,
including the directors elected by the holders of the Special Preferred Stock, provided
however, that if the fair market value is less than the Conversion Price, no such shares
shall be issued without the approval of all of the directors elected by the holders of the
Special Preferred Stock.

005.195617.1 -9-
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vii.  Stock Splits and Dividends. In the event this
Corporation should at any time or from time to time after the Purchase Date fix 4
record date for the effectuation of a split or subdivision of the outstanding shares of
Common Stock or the determination of holders of Common Stock entitled to receive a
dividend or other distribution payable in additional shares of Common Stock or ofher
securities or rights convertible into, or entitling the holder thereof to receive directly or
indirectly, additional shares of Common Stock (hereinafier referred to as “Common
»tock Fanivalents”) without payment of any consideration by such holder for the
additional shares of Common Stock or the Common Stock Equivalents (including the
additional shares of Common Stock issuable on conversion or exercise thereof), then,
as of such record date (or the date of such dividend distribution, split or subdivision if
no record date is fixed), the Conversion Price of the Special Preferred Stock shall be
appropriately decreased so that the number of shares of Common Stock issuable on
conversion of each share of such series shall be increased in proportion to such increase
of the aggregate of shares of Common Stock outstanding and those issuable with respect
to such Common Stock Equivalents with the number of shares issuable with respect to
Common Stock Equivalents determined from time to time in the manner provided for
deemed jssuances in Section 3.4(E)(3)(v).

viii. Reverse Stock Splits, If the mumber of shares of

Common Stock outstanding at any time after the Purchase Date is decreased by a
combination of the outstanding shares of Common Stock then, following the record date
of such combination, the Conversion Price for the Special Preferred Stock shall be
appropriately increased so that the number of shares of Common Stock issusble on
conversion of each share of such series shall be decreased in proportion to such
decrease in the outstanding shares of Common Stock as a result of such combination,

) Other Distributions. In the event the Corporation shall
declare a distribution payable in securities of other persons, evidences of indebtedness

issued by the Corporation or other persons, assets {cxcluding cash dividends) or options
or rights not referred to in Section 3.4(E)}(3)(vi), then, in each such case for the purpose
of this Section 3.4(E)(4), the holders of Special Preferred Stock shall be entitled to a
proportionate share of any such distribution as though they were the holders of the
number of shares of Common Stock of the Corporation into which their shares of
Special Preferred Stock are convertible as of the record date fixed for the determination
of the holders of Common Stock of the Corporation entifled to receive such
distribution.

&3] Recapitalizations. If at any time or irom me to time
there shall be a recapitalization of the Common Stock (other than a subdivision,
combination or merger or sale of assets transaction provided for elsewhere in this
Section 3.4(E) or 3.4(C)) provision shall be made so that the holders of the Special
Preferred Stock shall thereafier be entitled to receive upon conversion of such Special
Preferred Stock the number of shares of stock or other securities or property of the
Corporation or otherwise, to which a holder of Common Stock deliverable upon
conversion would have been entitled on such recapitalization. In any such case,
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appropriate adjustment shall be made in the application of the provisicns of this Section
3.4(E) with respect to the rights of the holders of such Special Preferred Stock after the
recapitalization to the end that the provisions of this Section 3.4(E) (including
adjustcat of the Conversion Price then in effect and the number of shares purchasable
upon conversion of such Special Preferred Stock) shall be applicable after that event
and be as nearly equivalent as practicable.

(6} No Impairment. The Corporation will not, without the
consent of the holders of at least a majority of shares of Special Preferred Stock, by
amendment of its Artcles of Incorporation or through aoy reorganization,
recapitalization, transfer of assets, consolidation, merger, dissolution, issue or sale of
securities or amy other voluntary action, avoid or seek to avoid the observance or
performance of any of the terms to bec observed or performed hereunder by the
Corporation, but will at all times in good faith assist in the carrying out of afl the
provisions of this Section 3.4(E) and in the taking of all such action as may be
necessary or appropriate in order to protect the Conversion Rights of the holders of
Special Preferred Stock against impairment.

(7  No Fractiona! Shares and Certificate as to Adjustments.

i. No fractional shares shall be issued om the
conversion of any share or shares of the $pecial Preferred Stock. All shares of
Comimon Stock (including fractions thereof) issuable upon conversion of more than one
share of Special Preferred Stock by a holder thereof shall be aggregated for purposes of
determining whether the conversion would result in the issuance of any fractional share.
If, after the aforementioned aggregation, the conversion would result in the issuance of
any fractional share, the Corporation shall, in lieu of issuing any fractional share, pay
cash equal to the product of such fraction multiplied by the Commmon Stock’s fair
market value {(as determined by the Corporation’s Board of Directors) on the date of
conversion,

, ii. On the occwrrence of each adjustment or
readjustment of the Conversion Price of Special Preferred Stock pursuant to this Section
3.4(E), this Corporation, at its expense, shall promptly compute such adjustment or
readjustment in accordance with the terms hereof and prepare and furnish to each
holder of Special Preferred Stock a certificate setti g forth such adjusiment or
readjustment and showing in detail the facts on which such adjustment or readjustment
is based. This Corporation shall, on the written request at any tirne of any holder of
Special Preferred Stock, furnish or cause to be furnished to such holder a like
certificate setting forth (a) such adjustment and readjustment, (b) the Conversion Price
for such series of Special Preferred Stock at the time in effect and {c) the number of
shares of Common Stock and the amount, if any, of other property which at the time
would be received on the conversion of a share of Special Preferred Stock.

{8  Notices of Record Date. In the event of any taking by this

Corporation of a record of the holders of any class of securities for the purpose of
determining the holders thereof who are entitled to receive any dividend or other
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distribution, any right to subscribe for, purchase or otherwise acquire any shares of
stock of any class or any other securities or property, or to receive any other right, this
Corporation shall mail to each holder of Special Preferred Stock, at least 20 days prior
to the date on which any such record is to be taken for the purpose of such dividend,
distribution or right (the “Record Date”), a notice specifying the Record Date and the
amount and character of such dividend, distribution or right.

(9)  Reservation of Stock Issnable Upon Conversion. This

Corporation shall at all times reserve and keep available out of its authorized but
unissued shares of Common Stock, solely for the purpose of effecting the conversion of
the shares of the Special Preferred Stock, such mumber of its shares of Common Stock
as shall from time to time be sufficient to effect the conversion of all outstanding shares
of the Special Preferred Stock; and, if at any time the number of authorized but
uaissued shares of Common Stock shall not be sufficient to effect the conversion of ajl
then outstanding shares of the Special Preferred Stock, in addition to such other
remedies as shall be available to the holder of such Special Preferred Stock, this
Corporation will take such corporate action as may, in the opinion of its counsel, be
necessary to increase its amthorized but unissued shares of Common Stock to such
number of shares as shall be sufficient for such purposes, inclading, without limitation,
engaging in best efforts to obtain the requisite stockholder approval of any necessary
amendment to these Articles of Incorporation.

(10) Notices. Any notice required by the provisions of this
Section 3.4(E) shall be in writing and shall be deemed effectively given: (i) upon
personal delivery to the party to be notified, (ii) when sent by confirmed telex or
facsimile if sent during normal business hours of the recipient, if not, then on the next
business day, (iii) five (5) days after having been sent by registered or certified muail,
return receipt requested, postage prepaid or (iv) ome (I) day after deposit with a
nationally recognized overnight courier, specifying next day delivery, with written
verification of receipt. All notices shall be addressed to each holder of record at the
address of such holder appearing on the hooks of this Corporation.

(F)  Voting Rights. Except as otherwise required by law, the holder
of each share of Special Preferred Stock shall have the right to one vote for each share
of Commeon Stock into which such Special Preferred Stock conld then be converted,
and with respect to such vote, such holder shall have full voting rights and powers
equal to the voting rights and powers of the holders of Common Stock, and shall he
entitled, notwithstanding any provision hereof, 1o norice of any stockholders meeting in
accordance with the Bylaws of the Corporation, and shall be entitled to vote, together
with holders of Common Stock, with respect to any question upon which holders of
Commeon Stock have the right to vote. Fractional votes shall not, however, be
permitted and any fractional voting rights available on an as-converted basis (afier
aggregating all shares into which shares of Special Preferred Stock held by sach holder
could be converted) shall be ronnded to the nearest whole number (with one-half being

rounded wpward).
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(G)  Protective Provisions. - i}

(1)  This Corporation shail not without first obtaining the
approval (by vote or written consent, as provided by law) of the holders of al Ieast a
majority of the then owtstanding shares of Special Preferred Stock or, in the case of the
actions described in Sections 3.4(G)(1X{)(v) and (vi), the approval (by vote or written
consent) of the holders of all of the then outstanding shares of Special Preferred Stock:

i. Amend the Articles of Incorporation or Bylaws of
the Corporation or any of its subsidiaries, except that if such amendment in any way
adversely affects the holders of the Special Preferred Stock, the approval of all of the
holders of the Spceial Preferred Stock shall be required;

ii. Sell, lease, transfer convey, or otherwise dispose
of all or substantially all of its property or business or merge into or consolidate with
any other corporation (other than a wholly-owned subsidiary corporation), effect any
transaction or series of related transactions in which more than fifty percent (50%) of
the voting power of this Corporation is disposed of, or otherwise effect a Ligquidation;
provided that this Section 6.2.ii. shall not apply to a merger effected solely for the
purpose of changing the domicile of the Corporation;

ili.  Liquidate, dissolve, wind-up, re-capitalize or re-
organize the Corporation or any of its subsidiaries:

iv. Declare any dividends or distributions on the
Common Stock;

v. Change the rights or terms of the Special Preferred
Stock;

vi. Authorize, create or issue shares of any class of
stock having rights, preferenccs, or privileges superior or on parity with the Speciaf
Preferred Stock;

vil. Increase or decrease the authorized number of
shares of the holders of Special Preferred Stock or Cornmon Stock;

vili. Incur amy indebtedness or guarantee obligations in
excess of $1,000,000 in the aggregate;

ix. Commence any voluntary bankruptcy proceeding
or otherwise take any action to declare the Corporation or any of its subsidiaries
insolvent;

X. Other than in the ordinary course of business, sell,
lease, exchange, transfer or otherwise dispose of, ditectly or indirectly, in a single
transaction or series of related transactions, any assets of the Corporation or any of its
subsidiaries having a valuc in excess of $500,000; and
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xi. Other than in the ordinary course of business,
acquire any assets (including securities) having a value in excess of $100,000.

(I)  Statns of Converted Stock. In the event any shares of Special
Preferred Stock shall be converted pursuant to Section 4 hereof, the shares of Special

Preferred Stock so converted shall be cancelled and shall not be issyable by the
Corporation. The Articles of Incorporation of the Corporation shall bhe appropriately
amended to effect the corresponding reduction in the Corporation’s authorized capital

stock.

35 Series B Preferred Stock, -

(A)  Rights, Preferences and Restrictions of Setjes B ferred Stock.
The Series B Preferred Stock authorized by these Articles of Incorporation may be
issued from time to time in ome or more series with the rights, preferences and
designations for each such series of Series B Preferred Stock to be determined by the
Corporation’s Board of Directors. The first series of Series B Preferred Stock shall be
designated “Series B Preferred Stock” and shall consist of eight hundred thousand
(800,000) shares. The rights, preferences, privileges, and restrictions granted to and
imposed on the Series B Preferred Stock are as set forth helow.,

(B) Dividend Provisions. No dividend shall be paid on the Common
Stock in any fiscal year so long as the Series B Preferred Stock is outstanding,

(C)  Liquidation,

(D Preference. In the event of any liquidation, dissolution or
winding up of the Corporation, whether voluntary or involuntary, the holders of the
Series B Preferred Stock, in pari passu with the holders of Special Preferred Stock shall
be entitled to receive, prior and in preference to any distribution of any of the assets of
the Corporation to the hoklers of Common Stock by reason of their ownership thereof,
an amount per share equal to $0.3751 (appropriately adjusted to reflect subsequent
stock splits, stock dividends, combinations or other recapitalizations) for each share of
Series B Preferred Stock then held by them, plus declared but unpaid dividends
.(appropriately adjusted to reflect subsequent stock splits, stock dividends, combinations
or other recapitalizations).

(2) Remainipg  Assets. Upen the completion of the
distribution required by Section 3.5(C)(1} above, the remaining assets of the
Corporation available for distribution to stockholders shall be distributed among the
holders of (he Cornmon Stock, Special Preferred Stock, and Seties B Preferred Stock
{assuming conversion of all Series B Preferred Stock) pro rata based on the pumber of
shares of Common Stock, Special Preferred Stock, and Series B Preferred Stock held
by each.
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(3)  Certain Acquisitions.

i Deemed Liquidation. For purposes of this Section
3.3(C), a liquidation, dissolution or winding up of the Corporation shall be deemed to

occur if the Corporation shall sell, convey, or otherwise dispose of all or substantially
alt of its property or business or merge into or consolidate with any other corporation
(other than a wholly-owned subsidiary corporation) or effect any other transaction or
series of related transactions in which more than fifty percent (50%) of the voting
power of the Corporation is disposed of, provided that this Section 3.5(C)(3)(i) shall
not apply to a merger effected solely for the purpose of changing the domicile of the
Corporation.

ii. Valuation of Considcration. In the event of z

deemed liquidation as described in Section 3.5(C)B)(® above, if the coumsideration
received by the Corporation is other than cash, its value will be deemed its fair market
value. Any securities shall be valued as follows:

1. The method of valuation of securities not
subject to an investment letter or other similar restrictions on free marketability:

(a) If traded on a sccurities exchange or
The Nasdaq Stock Market, the value shall be deemed to be the average of the closing
prices of the securities on such exchange over the thirty-day (30) period ending three
(3) days prior to the closing;

. {b) If actively traded over-the-counter,
the value shall be deemed to be the average of the closing bid or sale prices (whichever —
is applicable) over the thirty-day (30) period ending three (3) days prior fo the closing;
and

{c) If there is no active public market,
the value shall be the fair market value thereof, as mutually determined by the
Corporation and the holders of at least 2 majority of the voting power of all then
outstanding shares of Special Preferred Stock and Series B Preferred Stock, and if not
so mutually determined, then the Corporation and the holders of at least a majority of
the voting power of all then outstanding shares of Special Preferred Stock and Series B
Preferred Stock will chooss an independent third party to determine the appropriate
value.

2. The method of valuation of securities
subject to an investment letter or other restrictions on free marketability {(other than
restrictions arising solely by virtue of a stockholder’s staiug as an affiliate or former
affiliate) shall be to make an approprizte discount from the market value determined as
above in Section 2.c.ii.{1} to reflect the approximate fair market value of the securities,
as mutually determined by the Corporation and the holders of at least a majority of the
voting power of all then outstanding shares of Special Preferred Stock and Series B
Preferred Stock, and if not so mutwally determined, then the Corporation and the
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hoiders of at least a majority of the voting power of all then ouistanding shates of
Special Preferred Stock and Series B Preferred Stock wilt choose an independent third
party to determine the appropriate value,

iii.  Notice of Transaction. The Corporation shall give
each holder of record of Special Preferred Stock and Series B Preferred Stock written
notice of such impending transaction not later than fifteen (15) days prior to the
stockholders” meeting called to approve such transaction, or fifteen (15) days prior to
the closing of such transaction, whichever is earlier, and shall also notify such holders
in writing of the final approval of such tramsaction. The first of such notices shall
describe the material terms and conditions of the impending transaction and the
provisions of this Section 2, and the Corporation shall thereafter give such holders
prompt notice of any material changes. The transaction shall in no event take place
sooner than fifteen (15) days after the Corporation has given the first notice provided
for herein or sooner than ten (10) days after the Corporation has given notice of any
material changes provided for herein; provided, however, that such periods may be
shortened upon the written consent of the holders of Special Preferred Stock and Series
B Preferred Stock that are eatitled to snch notice rights or similar notice rights and that
represent at least a majority of the voting power of all then outstanding shares of such
Special Preferred Stock and Series B Preferred Stock.

iv, Effect of Noncompliance. In the event the
requirements of this Section 3.5{(C)(3) are not complied with, the Corporation shall

forthwith either cause the closing of the transaction to be postponed until such

requirements have been complied with, or cancel such transaction, in which event the

rights, preferences and privileges of the holders of the Special Preferred Stock and -
Series B Preferred Stock shall revert to and be the same as such rights, preferences and

privileges existing immmediately prior to the date of the first notice referred to in Section

3.5(Cy(3)(iii) hereof.

(D) Redemption. Unless otherwise provided for in an agreement
between the Corporation and the holders of the Serles B Preferred Stock, the Series B
Preferred Stock is not redecmable, -

(E)  Conversion. The holders of the Series B Preferred Stock shall
have conversion tights as follows (the *Conversion Rights”): , _ —

(1) Right to Convert. Subject to Section 3.5(E)(3), each share
of Series B Preferred Stock shall be convertible, at the option of the holder thereof, af
any time aftcr the date of issuance of such share, at the office of the Corporation or any
transfer agent for such stock, into such number of fully paid and nonassessable shares
of Common Stock as is determined by dividing $0.3751 by the Conversion Price
(“Conversion Price”), determined as hereafter provided, in effect on the date the
certificate is surrendered for conversion. The initial Conversion Price shall be equal to -
$0.3751. Such initial Conversion Price shall be subject to adjustment as set forth in
Section 3.5(E)(3).
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(2} Mechanics of Conversion. Before any kolder of Series B

Preferred Stock shall be entitled to convert the same into shares of Common Stock, it
shall surrender the certificate or certificates therefor, duly endorsed, at the office of the
Corporation or of any transfer agent for such series of Series B Preferfed Stock, and
shall give written notice to the Corporation at its principal corporate office, of the
election to convert the same and shall state therein the name or names in which the
certificate or certificates for shares of Common Stock are to be issued. The
Corporation shall, as soon as practicable thereaficr, issue and deliver at such office to
such holder of the Series B Preferred Stock, or to the nominee or nominees of such
holder, a certificate or certificates for the number of shares of Common Stock to which
such holder shall be entitled as aforesaid. Such conversion shall be desmed to have
been made immediately prior to the close of business on the date of such surrender of
the shares of such series of Series B Preferred Stock 10 be converted, and the person or
persons entitled to receive the shares of Common Stock issuable upon such conversion
shall be treated for all purposes as the record holder or holders of such shares of
Common Stock as of suck date. If the conversion is in connection with an underwritten
offering of securities registered pursuant to the Securities Act the conversion may, at
the option of any holder tendering such Series B Preferred Stock for conversion, be
conditioned upon the closing with the underwriters of the sale of securities pursuant o
such offering, in which event the person(s) entitled to receive Common Stock upon
conversion of such Series B Preferred Stock shalf not be deemed to Bave converted such
Series B Preferred Stock unatil immediately prior to the closing of such sale of

securites.
3) Conversion Price Adjustments of Series A Preferred Stock

for Certain Dilutive Issuances, Splits and Combinations. The Conversion Price of the
Series B Preferred Stock shall be subject to adjustment from time to time as follows:

i Adjustments _for Additional  Stock. If this
Corporation shall issue, after the date on which any shares of Series B Preferred Stock
s were first issued (the “Purchase Date®), to any persons, any Additional Stock (as
defined below in Section 3.5(E}3)vi) for a consideration per share less than the
Conversion Price for such Series B Preferred Stock in effect immediately prior to the
issuance of such Additional Stock, the Conversion Price for such Series B Preferred
Stock in effect immediately prior to each such issuance shall forthwith (except as
otherwise provided in this Section 3.5(E)(3)(vi) be adjusted downward to the
consideration per share paid for such Additional Stock, or if all or a portion of such
Series B Preferred Stock had been converted prior to the issuance of any such
Additiopal Stock, then the Company shall issue to the holders of Serics B Preferred
Stock an additional number of shares of Comman Stock equal to the number of shares
of Common Stock the holders of Series B Preferred Stock would have received if it had
not converted such Series B Preferred Stock.

ii. unts Tess than  Ope  Hundredth., No o

adjustment of the Conversion Price for the Series B Preferred Stock shall be made in an
amournt less than one hundredth of one cent per share, provided that any adjustments
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~ which are not required to be made by reason of this sentence shall be carried forward
and shall be either taken into account in any subsequent adjustment made prior to three
(3) years from the date of the event giving rise to the adjustment being carried forward,
or shall be made at the end of three (3} years from the date of the event giving rise (o
the adjnstment being carried forward. Except to the limited extent provided for in
Sections 3.5(E)(3)(v)(1) and (4), no adjustment of such Conversion Price pursuant to
this Section 3.5(E)(3)(i) shall have the effect of increasing the Conversion Price above : -
the Conversion Price in effect immediately prior to such adjusiment.

1ii. Conmmon_Stock for Cash. In the case of the

issuancc of shares of Common Stock for cash, the consideration shall be deemed to be
the amount of cash paid therefor before deducting any discounts, commissions or other
expenses allowed, paid or ineurred by this Corporation for any wunderwriting or
otherwise in connection with the issuance and sale thereof.

iv. Noncash Consideration for Common Stock. In the

case of the issuance of shares of Common Stock for a consideration in whole or in part
other than cash, the consideration other than cash shall be deemed to be the fair value
thereof as determined by the Board of Directors hrespective of any accounting
treatment.

v. Derivative Securities, In the case of the issuance
{whether before, on or after the applicable Purchase Date) of options, warrants or other
rights to purchase or subscribe for shares of Common Stock, securities by their terms
convertible imto or exchangeable for shares of Common Stock or options, warrants or
other rights to purchase or subscribe for such convertible or exchangeable sccurities,
the following provisions shall apply for all purposes of this Section 3.5(E)(3)(i) and
Section 3.5(E)(3)(vi):

: 1. The aggregate maximmm mumber of shares
of Common Stock deliverable on exercise (assuming the satisfaction of any conditions
to exercisability, including, without limitation, the passage of time, but without taking
into account potential antidilution adjustments) of such options, warrants or other rights
to purchase or subscribe for shares of Common Stock shall be deemed to have been
issued at the time such options, warrants or other rights were issued and for a
consideration equal to the consideration (determined in the manner provided in Sections
3.5(E)3)(iii) and 3.3(EX3)(iv), if any, received by this Corporation on the issuance of
such options, warrants or other rights plus the minimum exercise price provided in such
options, warrants or other rights (without taking into account potential antidilation
adjustments) for the Common Stock covered thereby.

2. The aggregate maximum number of shares
of Common Stock deliverable on conversion of, or in exchange for {assuming the
satisfaction of any conditions to convertibility or exchangeability, including, without
limitation, the passage of time, but without taking into account potential antidilution
adjustments), any such convertible or exchangeable Securities or on the exercise of
options, warrants or other rights to purchase or subscribe for such convertible or

006.195617.1 -18-

{(EH01000069140 1))




FROM (THG) 5.31°01 11:13/8T. 11:05/N0. 4863333721 P 22
(((H01000069140 1)))

exchangeable securities and subsequent conversion or exchange thereof shall be deemed
to have been issued at the time snch securities were issued or such options, warrants or
other rights were issued and for a consideration equal to the consideration, if any,
received by this Corporation for any such securities and related options, warrants or
other rights (excluding any cash received on account of accrued interest or accrued
dividends), plus the minimum additional consideration, if any, to be received by this
Corporation (without taking into account potential antidilution adjustments) on the
conversion or exchange of such securities or the exercise in full of any related options,
warrants or other rights (the consideration in each case to be determined in the manner
provided in Sections 3.5(E)(3)(iii} and 3.5(E}(3)(iv).

3. In the event of any change in the pumber of

shares of Common Stock deliverable or in the consideration payable to this Corporation
on exercise of such options, warrants or other rights or on conversion of, or in
exchange for, such convertible or exchangeable securities, including, but not limited to,
a change resulting from the antidilation provisions thereof, the Conversion Price of the
Series B Preferred Stock, to the extent in any way affected by or computed using such
options, warrants or other rights or securities, shall be recomputed to reflect such
change, but no further adjustment shall be made for the actual issuance of Common
Stock or any payment of such consideration on the exercise of any such options,
warrants or other rights or the conversion or exchange of such securities.

4, On the expiration of any such options,
warrants or other rights, the termination of any such rights to convert or exchange or
the expiration of any options, warrants or other rights reiated to such convertible or
exchangeable securities, the Conversion Price of the Series B Preferred Stock, to the
extent in any way affected by or computed using such options. warrants or other rights
Or securities or options, warrants or other rights related to such securities, shall be
recomputed to reflect the issuance of only the number of shares of Common Stock (and
convertible or exchangeable securitics which remain in effect) actually issued om the
exercise of such options, warranie or other rights, on the conversion or exchange of
such securities or on the exercise of the options, warrants or other rights related to such
securities.

5. The mumber of shares of Common Stock
deemed issued and the considerstion deemed paid therefor pursuant to Sections
35E3)vN1) and (2) shall be appropriately adjusted to reflect any change,
termination or expiration of the type described in either Section 3.5(E)(3) (v)(3) or (4).

vi, Additional Stock. “Additional Stock™ shall mean —
any shares of Common Stock issued (or deemed to have been issued pursuant to Section
3.3(E)3)(v) by this Corporation after the Purchase Date other than the Excludad Stock,

“Excluded Stock” means the following:

1. shares of Common Stock issuable on
conversion of the Series B Preferred Stock,

-19-
(01000069140 1))

0051556171




FROM 31" 01 11:13/8T. 11:05/N0. 4863333721 P 23 e

sQTHU) g
((E101000065140 15))

2. shares of Common Stock issued or issuable
(1) in a public offering, before or in connection with which all cutstanding shares of
Scries B Preferred Stock will be converted to Common Stock or (2) on exercise of
warrants or rights granted to underwriters in connection with such a public offering,

3. shares of Common Stock issuable or issued
in any transaction pursuzant to which the Corporation is acquiring substantially all of the
outstanding Common Stock or other equity interests of any other corporation or entity
or a significant portion of the assets of any such entity if the Board of Directors has
deterrmined that the value per share of the Common Stock issued in such transaction is
greater than or equal to the Conversion Price at such time, -

4. shares of Common Stock issued to any
person or entity that a majority of the directors of the Corporation, including one of the
directors elected by the holders of the Series B Preferred Stock, in the exercise of their
reasonable business judgment, determine offer the Corporation a strategic advantage in
the operation of the Corporation suck that it would be desirable to enter into a
relationship with such person or entity, and

5. the Reserved Employee shares (as defined
below) of this Corporation issued or to be issued directly or pursuant to a stock option
plan, cmployee incentive plan or restricted stock plan approved by the Board of
Directors of this Corporation, including one of the directors elected by the holders of
the Series B Preferred Stock, to employees, officers or directors of, or consuirants or
advisors to, the Corporation or any subsidiary. “Reserved Employee Shares” means
500,000 shares of Common Stock andfor opiions, warrants or other Commor Stock
purchase rights, and the Common Stock issued pursuant to such options, warrants or
other rights (as adjusted for any stock dividends, combinations, splits, recapitalizations
and the like). The Reserved Employee Shares shall not be issued at an exercise price
less than fair market value as determined by this Corporation’s Board of Directors,
including the directors clected by the holders of the Series B Preferred Stock, provided
however, that if the fair market value is less than the Conversion Price, no such shares
shall be issued without the approval of all of the directors elected by the holders of the
Series B Preferred Stock. .

vii.  Stock Splits and Dividends. In the event this
Corporation should at any time or from time to time after the Purchase Date fix 2
record date for the effectuation of a split or subdivision of the outstanding shares of
Common Stock or the determination of holders of Common Stock entitled to receive a
dividend or other distribution payable in additional shares of Common Stock or other
securities or rights convertible inlo, or entitling the holder thereof to receive directly or
indirectly, additional shares of Commeon Stock (hereinafter refetred to as “Commog
Stock Equivalents”) without payment of any consideration by such holder for the
additional shares of Common Stock or the Common Stock Equivalents (including the
additional shares of Common Stock issvable on conversion or exercise thereof), then,
as of such record date (or the date of such dividend distribution, split or subdivision if
no record date is fixed), the Conversion Price of the Series B Preferred Stock shall be
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appropriately decreased so that the number of shares of Common Stock issuable on
conversion of each share of such series shall be increased in proportion to such increase
of the aggregate of shares of Common Stock outstanding and those issuable with respect
t such Common Stock Equivalents with the mumber of shares issuable with respect to
Common Stock Equivalents determined from time to time in the manner provided for

deemed issvances in Section 3.5(E)}3)(v).

vili. Reverse Stock Splits. If the number of shares of
Common Stock outstanding at any time after the Purchase Date is decreased by a
combination of the outstanding shares of Common Stock then, following the record date
of such combination, the Conversion Price for the Series B Preferred Stock shall he
appropriately increased so that the number of shares of Common Stock issuable on
conversion of each share of such series shall Be decreased in proportion to such
decrease in the outstanding shares of Common Stock as a result of such combination.

(4) Other Distributions. In the event the Corporation shall
declare a distribution payable in securities of other persons, evidences of indebtedness

issued by the Corporation or other persons, agsets (excluding cash dividends) or options
or rights not referred to in Section 3.5(E)(3)(vi), then, in each such case for the purpose
of this Section 3.5(E){(4), the holdets of Series B Preferred Stock shall be entitled to &
proportionate share of any such distribution as though they were the hoiders of the
aumber of shares of Common Stock of the Corporation into which their shares of Series
B Preferred Stock are convertible as of the record date fixed for the determination of
the holders of Common Stock of the Corporation entitled to receive such distribution.

(5) Recapitalizations. If at any time or from time to time
there shall be a recapitalization of the Common Stock (other than a subdivision,
combination or merger or sale of assets iransaction provided for elsewhere in this
Section 3.5(E) or Section 3.5(C) provision shall be made so that the holders of the
Series B Preferred Stock shall thereafier be entitled to receive upon conversion of such
Series B Preferred Stock the number of shares of stock or other securities or property
of the Corporation or otherwise, to which a holder of Common Stock deliverable upon
conversion would have been entitled on such recapitalization. In any such case,
appropriate adjustment shall be made in the application of the provisions of this Section
3.5(E) with respect to the rights of the holders of such Series B Preferred Stock after
the recapitalization to the end that the provisions of this Section 3.5(E) (including
adjustment of the Conversion Price then in effect and the nuraber of shares purchasable
upon conversion of such Series B Preferred Stock) shall be applicable after that event

. and be as nearly equivalent as practicable.

(6) No Impairment. The Corporation will not, without the
consent of the holders of at least a majority of shares of Series B Preferred Stock, by
amendment of its Articles of Incorporation or through any reorganization,
recapitalization, transfer of assets, consolidation, merger, dissolution, issue or szale of
securities or any other voluntary action, avoid or seek to avoid the observamce or
performance of any of the terms to be observed or performed hereunder by the
Corporation, but will at all times in good faith assist in the carrying out of all the
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provisions of this Section 3.5(E) and in the taking of all such action as may be
necessary Or appropriate in order to protect the Conversion Rights of the holders of
Series B Preferred Stock against impairment.

¢)) No Fractional Shares and Certificate as to Adfjustments.

i. No fractional shares shall be isswed on the
conversion of any share or shares of the Series B Preferred Stock. All shares of
Commeon Stock (including fractions thereof) issuable upon conversion of more than one
share of Series B Preferred Stock by a holder thereof shall be aggregated for purposes
of determining whether the conversion would result in the issuance of any fractional
share. Tf, after the aforementioned aggregation, the conversion would result in the
issuance of any fractional share, the Corporation shall, in licu of issuing any fractional
share, pay cash equal to the product of such fraction multiplied by the Common Stock’s
fair market value (as determined by the Corporation’s Board of Directors) on the date
of conversion,

ii. On the occurrence of each adjustinent or
readjustment of the Conversion Price of Series B Preferred Stock pursuant to this
Section 3.5(E), this Corporation, at its expense, shall promptly compnte such
adjustment or readjustment in accordance with the terms hereof and prepare and furnish
to each holder of Series B Preferred Stock a certificate setting forth such adjustment or
readjustment and showing in detail the facts on which such adjustment or readjustment
is based. This Corporation shall, on the written request at any time of any holder of
Series B Preferred Stock, furnish or cause (o be furnished to such holder a Hke
certificate setting forth (a) such adjustment and readjustment, (b) the Conversion Price
for such series of Series B Preferred Stock at the time in effect and (¢) the mmmber of
shares of Common Stock and the amount, if any, of other property which at the time
would be received on the conversion of a share of Series B Preferred Stock.

(2) Notices of Record Date. In the event of any taking by this
Corporation of a record of the holders of any class of securities for the purpose of
determining the holders thereof who are emtitled to receive amy dividend or other
distribution, any right to subscribe for, purchase or otherwise acquirc any shares of
stock of any class or any other securities or property, or to receive any other right, this
Corporation shall mail to each holder of Series B Preferred Stock, at least 20 days prior
to the date on whick any such record is to be taken for the purpose of such dividend,
distribution or right (the “Reeord Date™), a notice specifying the Record Date and the
amount and character of such dividend, distribution or right.

E)) Reservation of Stock Isswable Upon Conversion. This

Corporation shall at all times reserve and keep available out of its authorized but
unissued shares of Common Stock, solely for the purpose of effecting the conversion of
the shares of the Series B Preferred Stock, such number of its shares of Common Stock
as shall from time to time be sufficient to effect the conversion of all outstanding shares
of the Series B Preferred Stock; and, if at any time the number of authorized but
unissued shares of Common Stock shall not be sufficient to effect the conversion of all
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then outstanding shares of the Series B Preferred Stock, in addition to such other
remedies as shall be available to the holder of such Series B Preferred Stock, this
Corporation will take such corporate action as may, in the opinion of its counsel, be
necessary to increase its authorized but unissued shares of Common Stock to such
number of shares as shall be sufficient for such purposes, including, without limifation,
engaging in best efforts to obtain the requisite stockholder approval of any necessary
amendment to these Articles of Incorporation.

(10) Notices. Any notice required by the provisions of this
Section 3.5(E) shall be in writing and shall be deemed effectively given: (i) upon
personal delivery to the party to be notified, (i) when sent by confirmed telex or
facsimile if sent during normal business hours of the recipient, if not, then on the next
business day, (iii) five (5) days after having been sent by registered or certified mail,
return receipt requested, postage prepaid or (iv) one (1) day after deposit with a
nationally recognized overnight courier, specifying next day delivery, with written
verification of receipt. All notices shall be addressed to each holder of record at the
address of such holder appearing on the bocks of this Corporation.

(F)  Voting Rights. Except as otherwise required by law, the holder
of each share of Series B Preferred Stock shall have the right to one vote for each share
of Commmen Stock into which such Series B Preferred Stock could then be converted,
and with respect to such vote, such holder shail have full voting rights and POWELS
equal to the voting rights and powers of the holders of Common Stock, and shall be
entitled, notwithstanding any provision hereof, to notice of any stockholders meeting in
accordance with the Bylaws of the Corporation, and shall be entifled to vote, together
with holders of Common Stock, with respect to any question upon which holders of
Common Stock have the right to vote. Fractional votes shall not, however, be
permitted and any fractional voting rights available on an as-converted basis (after
aggregating all shares into which shares of Series B Preferred Stock held hy each holder
could be converted) shall be rounded to the nearest whole number (with one-hatf being
rounded upward}.

(G)  Protective Provisions.

(1)  This Corporation shall not without first obtaining the
approval (by vote or written congent, as provided by law) of the holders of at least a
majority of the then ourstanding shares of Series B Preferred Stock or, in the case of the
actions described in Sections 3.5(G)(1)(@), (v) and (vi) and vi., the approval (by vote or
written consent) of the holders of all of the then outstanding shares of Series B
Preferred Stock:

i Amend the Articles of Incorporation or Bylaws of
the Corporation or any of its subsidiaries, except that if such amendment in any way
adversely affects the holders of the Series B Preferred Stock, the approval of all of the
holders of the Series B Preferred Stock shall be required;
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ii, Sell, lease, transfer convey, or otherwise dispose
of all or substantially all of its property or business or merge into or consolidate with
any other corporation (other than a wholly-owned subsidiary corporation), effect any
transaction or series of related trapsactions in which more than fifty percent (50%) of
the voting power of this Corporation is disposed of, or otherwise effect a Liquidation;
provided that this Scction 6.a.ii. shall not apply to a merger effected solely for the
purpose of changing the domicile of the Corporation;

iii.  Liquidate, dissolve, wind-up, re-capitalize or re-
organize the Corporation or any of its subsidiaries;

iv. Declare any dividends or distributions on the
Common Stock; '

V. Change the rights or terms of the Series B
Preferred Stock:

i vi. Authorize, create or issue shares of any class of
stock having rights, preferences, or privileges superior or on parity with the Series B
Preferred Stock; :

vii. Increase or decrease the authorized nwmber of
shares of the holders of Series B Preferred Siock or Commeon Stock;

viii. Incur any indebtedness or guarantee obligations in . -
excess 0f $1,000,000 in the aggregate; - ’

ix. Commence any voluntary bankruptcy proceeding
or otherwise take any action to declare the Corporation or any of its subsidiaries
insolvent;

X. Other than in the ordinary course of business, sell,
lease, exchange, transfer or otherwise dispose of, directly or indirectly, in a single
iransaction or series of related transactions, any assets of the Corporation or any of its
subsidiaries having a value in excess of $500,000; and

xi. Other than in the ordinary course of business,
acquire any asscts (including securities) having a value in excess of $100,000.

(H) Status of Converted Siock. In the event any shares of Series B
Preferred Stock shall be converied pursuant to Section 4 hereof, the shares of Series B

Preferréd Stock so converted shall be cancelled and shall not be issuzble by the
Corporation. The Articles of Incorporation of the Corporation shall be appropriately
amended to effect the corresponding reduction in the Corporation’s authorized capital

stock.,
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Article 7. Article 7 is hereby amended by deleting such Article and substituting the
following new Article 7 which reads as follows:

ARTICIE 7
Amendment -

7.1  Artictes of Incorporation. Notwithstanding any other provision of these
Articles of Incorporation or the Bylaws of the Corporation (and notwithstanding that a
lesser percentage may be specified by law) the affirmative vote of fifty-one percent
(51%) of the total number of votes of the then outstanding shares of the capital stock of
the Corporation entitled to vote generally at the election of directors, voting together as
a single class, shall be required (unless separate voting by classes is required by the
FBCA or elsewhere in these Articles, in which event the affirmative vote of fifty-one
percent (51%) of the number of shares of each class or series entitled to vote as a class
shall be required), to amend or repeal, or to adopt any provision inconsistent with the
purpose or intent of, Articles 3, 4, 5, 6 or (his Article 7 of these Articles of
Incorporation. Notice of any such proposed amendment, repeal or adoption shall be
contained in the notice of the meeting at which it is to be considered. Subject to the
provisions set forth herein, the Corporation reserves the right to amend, alter, repeal or
rescind any provision contained in these Articles of Incorporation in the manner now or
hereafter prescribed by law.

7.2  Bylaws, he shareholders of the Corporation may adopt or amend a by
law which fixes a greater quorum or voting requirement for shareholders (or voting
groups of shareholders) than is required by the FBCA. The adoption or amendment of a
bylaw that adds, changes or deletes a greater quornm or voting requirement for
shareholders must meet the same quorum or voting requirement and be adopted by the
same vote and voling groups required to take action under the quorvm or voting
requircment then in effect or proposed to be adopted, whichever is greater.

Article 9 Article 9 is hereby amended by deleting such Article and substituting the
following new Article 9 which reads as follows:

ARTICLE 9
Amendment

The address of the Principal Office of the Corporation and its mailing address is
2536 Countryside Blvd., Suite 230, Clearwater, Florida 33763. The location of the
Principal Office and the mailmg address shall be subject to change as may be provided
in the Bylaws.

Adgption of Amendments. The foregoing amendment was approved by unamnimous
written copsent of the Board of Directors and & majority of the holders of issued and
outstanding common stock and Special Preferred Stock of the Corporation pursuant to Sections
607.0704 and 607.0821, Florida Statutes, on May 23, 2001, The number of votes cast by the
Shareholders was suificient for approval.

—_— e ——— . . . . Y
25 —_— —— - . . . b ThTEEE

(01000065140 1))

00s5,185817.1




L3 :16/8T. 11:05/N0. 4863333721 P 29 -
Ao | (ommvom{ Bl 31101 1071 11:057

Effective Date. The effective date of the amendments herein certified shall be the date
of filing these Articles of Amendment to Articles of Incotporation with the Florida Secretary of

State.

IN WITNESS WHEREOF, the undersigned President of the Corporation has executed
these Articles of Amendment to Articles of Incorporation as of the 27 day of MS .

2001. j\,\
Gene Savar, President
005.196617.1 26-
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