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ARTICLES OF AMENDMENT TO
SECOND AMENDED AND RESTATED ARTICLES OF INCORPORATION OF
IMAGINAIL CORFORATION

DESIGNATING THE PREFERENCES, RIGHTS AND
LIMITATIONS OF 7,180,337 SHARES OF
SERIES C CUMULATIVE CONVERTIBLE PREFERRED STOCK

50.01 Par Value

Pursuant to Section 6070802 of the Flirida Business Corporation Act ("FBCA™),
imagiNail Corporation, a Florlda corporation (the “Corporglion™), does hereby certify
that

FIRST: Pursuant to the authority expraessly vested in the Board of Directors of
the Corporation by Arficle V(3) of the Amended and Restated Ariicles of Incorporation of
the Corporation (the “Charler™ and Section B07.0602 of the FBCA, the Board of
Directors of the Corporation, by resolutions duly adopted on June 2005, has
classified 7,180,337 shares of the authorized but unisgued Preferred par valus
$0.01 per share, ns 2 separate series of Preferred Stock, authorized the Isayance of a
maximum of 7,180,337 shares of such series of Preferred Stock, and set cerfain of the
preferences, conversion and other rights, voling powers, resirictions, limitations as {o
dividends, quaiifications, terms amd conditions of redemption and other terms and
conditions of such series of Preferred Stock. Pursuant to Section 807.0704 and Section
807.1004 of the FBCA, the Amendment was approved by written consent of the holders
of the outstanding shares of Series A Preferred Stock effective June |3, 2005 and by
written consent of the holdars of the outstanding shares of Series B Prafemed Stocl,
effective June [3 , 2006. The number of votes cast by sach such voling group wes
sufficient for approval of the Amendment by each such voting group. No other voting
group was entitied to voie on the Amandmeant.

8ECOND: The series of Preferred Stock of the Corporation created by the
resottions duly adopted by the Boanrd of Dirgctors of the Corporation shall have the
following designation, number of shares, preferences, conversion and other rights,
voting powers, restricions and limiadon ss to dividends, qualifications, terms and
conditons of redempiion and ofher terms and conditions:

SECTION 1. Designation and Amount.

1.1  The shares of thix sariea of Preferred Stock shall be designated as “Serins
C Cumuiative Convertible Preferrad Stock” (the "Serjes C Preferred Stock™ and the
number of shares constituling such serfes shall ba 7,180,337, par value $0.01 per
gshare. As 0 dividends, the Serles C Preferred Stock shall rank onh a parity with the
Sariex B Preferred Stock and on a parity with the Series A Preferred Stock. As to
quidation, the Series C Preferred Stock shall rank on a parity with the Series B
Preferred Stock and senlor to the Series A Prefered Stock.
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SECTION 2. Diidends

21  The hoidera of Serles C Preferrsd Stock shall be entitied to receive a
dividend at the rate of 6% of the Original Purchase Price per share (as udjusted for any
stock dividerkls, combinations or splits with respect to such shares) per annurmn (such
amount, the "Preferred Dividend™). payable out of funds legaily avallable therefor. The
“Original Purchase Prica” per share is $0.3521. Such dividende shall ba payabie only
when, as, and If declared by the Board of Directors but shall be cuxnulative from the
date of issuance of the shares of Series C Preferred Stock as ta which such dividends
ara payablke. Accrued but unpaid dividends shall not bear interest.

2.2 Ne dividends (other than those payable solely in the Common Stock of the
Comporation} shall be paid on, nor shall the Corporation make any purchase or
redemption of, or any sinking fund payment for the purchase or redemption of any
Common Stock or any other caphtal stock junior to the Series A, B or C Preferred Stock
85 to the payment of dividends of the Corporation during any fiscal year of the
Corporation until dividends In the total amount of the Preferred Dividend per share on
the Series A, B and C Preferred Stock shall have been pald or declared and set apart
during that fiscal year and in which dividends on the Seres A, B and C Preferred Stock
accumuigted but remain unpaid. ‘

2.3  All dividends declared on shares of Serles B Freferred: Stock, Serles A
Preferred Stock, Serfes C Preferred Stock and any other capital stock on’'a parity with
the Series C Preferred Stock as to the payment of dividends shall be declared pro rata,
so that the amounts of dividends daclared par share on the Series C Preferred Stock
and asuch other stock for the dividend period of the Series C Preferred Stock ending
either on the same Jday or within the same dividend perfod of such other stock shall, in
all cases, bear to each other the same ratio that accrued dividends per share oo the
shares of Series C Preferred Stock and such other stock bear to each other.

24 In the event the Corporation shall declare a dividend or other distribution
(other than any distribution described in Secions 3 or 4) on shares of Common Btock
payable in cash, squity securities of the Corporation {other than equity securities as to
which an adjustment is made to the Series C Conversion Price pursuant to Section 8),
securities of other persons, evidences of indebtedness issusd by the Comporation or
other peraons, asseis or options or rights to purchase any such secutities ar evidences
of indebtedness, then, in sach such case the holders of the Series C Preferred Stock
shall be entitied to a proportionate share of any such dividend or other distribution as
though tha hoiders of the Serles C Preforratd Stock wers the holders of the number of
shares of Common Stock of the Carporation into which their respective shares of Series
C Preferred Stock are convertibie as of the record date fixed for the determination of the
hc;ltc‘i_i%rs of Common Stock of the Corporation sntitied to recsive such dividend or other
di ution.

AmdAci 50808 2
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SECTION 3. LiguideSion Preferonce.

31 In the event of any liquidation, dissolution or winding up of the
Corporation, whather voluntary or involuntary, the holders of the Series C Prefered
Stock ahall be eniitied to receive at the same tme and on parity with the Serles B
Prefarred Stock, but prior and in preferance to the holders of Serigs A Preferrsd Stock,
Common Stock or any other capital stock junior to the Series C Prefarmed Stock as to
liquidation, the amount of one tmes the Original Purchase Price (as adjusted for any
stock dividends, combinations or splits with respect to such shares), plus all acerued or
declared but unpaid dividends, If any, on such share, for sach ghare of Series C
Preferred Stock then held by them. If upon the scourrence of such avent, the assets and
funds thue distribubed smong the holders of the Saries B and C Prefarred Stock shali be
insufficient to permit the payment fo such holders of the full aforesaid prefsrential
amounts to which they are entitled, then the entire assets and funds of the Corporation
legally aveilable for distibution shall be distributed ratably among the holders of the
Series B and C Preferrad Stock in proportion to the preferential amount each such
hoider ig otherwise antitled to receive.

3.2  After paymsnt to the holders of Series B and C Preferred Stock of the full
preferential amounts to which they are enfited, the holders of the Serles A Prefetred
Stock shall be entited to recelve, prior and in preferance to the holders of Common
Stock or any other capital stock junior to the Serles A Prefemed Stock as to liquidation,
the preferential amount per share of Series A Preferrad Stock which each such hoider is
entitted to recelve.

3.3  After payment to the holders of Series A Prefemmed Stock of the full
prefersntial armount which thsy are entiled to recelve, the entire remaining assets and
funds of the Corporation legaily available for distribution, if any, shall be distributed
arnong the holders of the Common Stock, the Series A Prefermed Stock, the Serles B
Preferred Stock and the Series C Prefarmed Stock in proporiion to the shares of
Common Stock held by them and the shares of Common Stock which they then have
the right to acquire upon convereion of the shares of Serles A Preferred Stock, Series B
Preferred Stock or Saries ¢ Preferrad Stock then held by them, unill the amount
recelvad by each holder of Series C Preferred Stock pursuant to this Section 3.3 exjuals
$0.3621 per share of Serles C Preferred Stock {as adjusted for any stock dividends,
combinations, of splits with respect to auch series).

3.4  After payment to the holders of Comrmon Stock, Series A Prefermed Stock,
Series B Preferred Stock and Serles C Preferred Stock of the amourits aet forth in
Section 3.3 above, the esntire remaining aseats and funds of the Corporation legaily
available for distribution, if any, shalf ba distributed among the holdars of the Common
Stock and Serles A Preferred Stock In proportion to the sharea of Common Stock held
by them and the shares of Common Stock which they then have the right to scquire
upon conversion of the shares of Series A Prefarred Stock then held by them.

3.5  For purposes of this Section 3, () eny acqulsition of the Corporation by
means of merger or other form of corporate Feorganization in which outstanding shares
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of the Corporation are sxchanged for securities or other consideration issued by anothgr
entity (other than & mere reincorporation transaction or other ransaction in which the
holders of the voting securities of the Corporation immediately prior to such merger or
regrganization cwn mora than 50% of the surviving endity’s voting securities immediately
after such menger or reorgantzation) or {iiY a sale of all or substantially all of the assets
of the Corporation, shall be treafed as a liquidation, dissclufion, or winding up of the
Corporation and shall entitie the holders of Series C Prefamrad Stock to their liguidation
preference set forth herein provided the aggregate transaction value is less than US
$10 miliion.

3.6 Whenevar the distribution provided for in this Section 3 shall be payable in
securitios or proparty other than cash, the vejua of such distribuion shall be the falr
market value of such securities or other property as determined in good faith by the
Board of Directors.

SECTION 4. Redempfion.

41  Upon the affirmative vots of tha holders of at least 50% of the outstanding
shares of Seriea G Preferred Stock, beginning on the fifth anniversary date of the first
issuance of ghy shares of Series C Preferred Stock (the “Original [ssug Datg"), to the
extenit permitted by faw, the Corporation shall redeem ali the outstanding shares of
Series C Preferred Stock In three squal ennual instaliments for an aggregate
redemplion price per share aqual to the Orginal Purchase Price (as adjusted for any
stock dividends, combinations or splits with reapect to such ¢hares) plus all dectared or
accumulated but unpaid dividends on such shares (the "Series C Redernption Prica™.
The holders of Serles G Preferred Stock shall approve a mandatory redempfion
pursuant to this Section 4.1 at a meeting or by written consents without & meeting held
or obtalned In accordance with the Corporation’s Articles of Incorporation and Bylaws.
Subject to appiicabls law, the first redemption date shell be not Iater than 80 days after
the Corporation’s receipt of written notice that the holders of Series C Preferred Stock
have duly approved the redempfion, and the second and third redemption dates shail ba
on the first and second anniversary dates of the first redamption date (each, a
‘Bedemption Date”). The Corporation shall select the shares to be radeemed ratably
arncng tha holders of record, based on the humbar of shares of Serfes C Preferred
Stock hald by sach.

42 Al least 16 but no more than 30 days prior to each Redemption Dats,
written nofice shall be malled first class pestage prapaid, to sach holder of record (at the
cloge of business on the day next preceding the day on which notice j# given) of the
Series C Preferred Stock to be redeemead, at the addresa last shown on the Corpora-
tion's books for such hoider, nofifying such holder of the redemption to be effected,
specifying the number of shares to be redeemed on such Redemption Date, the
Rademption Price, the piace at which payment may be oblsined and calling upon such
holder to surrender to the Corporation, in the manner and at the place designated, his
cerifficate or ceriffiicates represeniing the shares o bo redesmed (the “Redermption
Notige"). Except as provided in Section 4.3, on or after the Rademption Date, each
holder of Series G Preferred Stock to be redeemed shall surrender to this Corporation

AmdAn] 50808 4
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the certificates represanting such shares, in the manner and at the place designated in
the Redemption Nolice, and thereupon the Redemption Price of such shares shall be
paid to the order of the person whose name appears on such cerlificates as the owner
thereof and each surrendersd certificate shall be cancelled. In the event less than alfl the
shares representad by any such certificate are redeemed, o new cetlificate shall be
issued representing the unredeemed shares.

43  From and after the Radamption Date, unless there shall have been default
in payment of tha Redetnption Price, all rights of the holders of Series C Preferred Stock
designated for redemption in the Redemption Notice {axcept the right to receive the
‘Redemption Price without interast upon surrender of their certificate or certificates) shall
caase with respect to such shares, and such shares shail not thereafter be transferred
on the books of the Corporation or ba deemed to be outstanding for any pumpose
whatsoevear. If the funds of the Corporation legally avallable for redemption of shares of
Sertes C Prefamed Stock on any Redemption Date are insulficiant to redsem the total
number of shares of Serles C Preferred Stock to be redesmed on such date, those
funds which are lagally available will be used to redeem the maximum possible number
.of such shares ratably among the holders of auch shares to be redeemed based upon
their holdings of Sarles C Prafarred Stock. The shares of Serles C Preferred Stock not
redeemed shall remain outstanding and entitled to all the righte and preferences
provided herein. At any time thereafter when additional funds of the Corporation are
legally available-for the redemption of shares of Series C Preferred Stock, such funds
will immediately be used fo redeem the balance of the shares which the Corporation
has become obliged to redsem on any Redemplion Date, but which it has not
redeamed.

4.4 [|f the Comporation has called the Series C Preferred Stock for redemption
but funds of the Corporation legally available for redemption are insufficient to redeam
(1) the Series C Preferred Stock required to be redeemed on a Redamption Date and
(2} shares of Seriss A Preferred Stock, Series B Prefwrmed Stock or othaer capital stock
that the Cerporation is then ragquired to redesm, thoge funds which are legally available
will be used to redeem shares owned by the holders of such Series C Prafermed Stock
and such oiher stock called for redemption, pro rate based on the relative amounts of
the aggregate redemption prices otherwise pavable to each such holder to the extent
that sufficient funds are not available to redeem all such sharas.

45 For purposes hersof, funds legally available to redeam Serlas B Prafered
Stock or Series C Prefarrad Stock means funds that may lawfully be applied to redeem
the Series B Prefarmod Stock or Series C Preferred Stack, but shall exclude any funds
the payment of which would cause the Corporation to have less than $500,000 cash if
applied to redeem shares of the Carporation’s capital stock.

‘46 On or prior to each Radsmption Date, the Corporation stll deposit the
Redemption Price of all shares of Series C Preferred Stock designated for the
redemption In the Redempiion Nofice and not yet redeemed with a bank ot trust
corporation having aggregate capltal and surplus in excess of 500,000,000 as = frust
fund for the benefit of the respective holders of the shares dasignated for redemption

AniiAct 8DSOB b

Fax Audit No.: HISQ000146790




JUN. 14. 2005 11:51AM FOLEY LARDNER RC. 5860 P 1

FAX AUDIT NO.: HOS000146790

and not yet radeemed, with irrevocable Instructions and authority to the bank or tust
corporation to pay the Redemption Price for such shanes to the respactive holders on or
after the Redemption Dale upon recelpt of nofification from the Corporation that such
holdar has surrenderad his shate certificate to tha Corporation pursuant to Saction 4.2
above.

4.7  As of the Redemption Date, the deposit shali constitute full payment of the
ghares designated in the Redemption Notice to thelr holders, and from and sfter the
Redemption Date the shares so cafled for redemption shall be redeemad and shall be
deerned no longef oulstanding, and the holders thereof shall cease to be stockholders
with respect to such shares and shall have no rights with respect thereto except the
right to receive from tha banic or trust comoration payment of the Redemption Price of
the shares, without interest, upen surrender of their cerlificates therefor. Such
instructions shall alsc provide that any monias deposited by the Corporation pursuant to
this Section 4.7 for the redemption of shares thereafter converted into shares of the
Corporatior’s Common Stock pursuant to Section 6.1 hereof prior to the Redemption
Date shall be retumed o the Corporation forthwith upon such conversion. The balance
of any monles deposited by the Corporation pursuant fo this Section 4.7 remalning
unclaimed at the expiration of twe (2} years following the Redemption Date shall
thereafizr be retumned {o the Corporation upon its request sxypressed in a resolution of
its Bompd of Directors.

SECTION 8. Voting Rights; Directors

5.1 Each holder of shares of the Series C Preferred Stock shall be entitied to
the number of voles equal to the number of sharas of Common Stock into which such
shares of Series C Preferred Stock could be converted and ehsll have voting rights and
powers equal to the voling rights and powers of the Common Stock {except as
ctherwise expressly provided hereln or as required by law, voiing together with the
Common Stock as a single class) and shall be entitled to notice of any stockholders'
mesting in accordance with the Bylaws of the Corporation. Fractionsl votes shall not,
however, be permitted and any fractional voling rights resulting from the above formula
(after aygregating all shares Into which shares of Serles C Preferred Stock held by each
holder could be converted) shail be reunded to the nearest whole number (with one-half
being rounded upward). Each holder of Commeon Stock shall ba ertiied to ene (1) vote
for each share of Comman Stock held.

6.2 The total number of directors shall not be increased above five without the
vota or consent of the holders of the outstanding shares of Series B Preferred Stock.
The holders of the Seres B Preferred Stock shail be entitled to elect one director {the
"Series B Direclor”). The hoiders of the Series C Prefarmed Stock shall be entitied to
elect one director {the “Series C Direcior®). The holders of the Serles A Preferred Stock
and the holders of the Comman Stock, voting togsther as a single class, shall be
antited fo slect two directers. The remaining director ehall be elected by n vote of (1)
the holders of Series B and C Prefamed Stock, and (2) the holders of the Series A
Preferred Stock and the holders of the Common Stack, voting together as a single class
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(with such etaction requiring the approval of both (1) and (2) each voting as a separate
class).

53 Inthe case of any vacancy in the offica of a director occuning amony the
directors, the vacancy shall be filled by the remaining directors slected by the voting
group(s) that slectad the departed director, or if there are no such remalning directors,
by the voting group{s) that elected the departed director.

54 Unless otherwise specifically provided herein, whenever the vote or
consent of tha holders of the Serles © Preferred Stock ia required as a single class,
such vote or consant ahall require the affirmative vote or written consent of the holders
of a majority of the outstanding shares of Serles C Praferred Stock,

BECTION &, Convarsion.

8.1  The hoiders of the Series C Prafarmed Stock shall have conversion rights
as sat forfh in this Section 6,

6.2 Right fo Convert Fach share of Series C Preferred Stock shall be
convartible, at the option of the holder theraof, at any time after the dsle of Issuance of
such share and prior fo the time that there shall have been distributed with respect to
such share the full preferentlal amount to which such share is enfited pursuant to
Section 3.3, at the office of the Corporation or any transfer agant for such stock, into
such number of fully pald and nonassessable shares of Common Stock as is
determined by dividing the Original Purchase Price, plus any accrued but unpaid
dividends accrued prior to the date of conversion, by the Serles C Conversion Price
applicable to such share, determined as hersinafier provided, in effect on tha date the
certificate Is surrendered for convarsion. The price at which shares of Common Stock
shall be deliverad upon conversion of shares of the Series C Preferred Stock (the
“Seri nverei ") shall initially be the Original Purchase Price per share of
Common Stock, or $0.3621 per share. Such Initlal Series C Conversion Price shall be
adjusted as hereinafter provided,

6.3 Aulomatic Conversion. Each share of Series C Prafemed Stock ghall
automatically be eohverisd into shares of Cormmmon Stock at the then-effective Series C
Conversion Prics upon the earller of (1) the date specdified by vote or written consent of
holders of at ieast £0% of the shares of Serles G Preferred Stock theh outstanding, or
(2) immectiately upon the closing of the sale of the Corporation's Common Stock in &
firm commitment, underwritten public offering registered under the Securifies Act of
1988, as amended (the "Securlfies Act™, other than a registration relating solely to a
transaction under Rule 146 under the Securiies Act (or any successor thereto) or to an
employee banefit plan of the Corporation, at a public offering price (prior to underwriters’
discounts and expenses) equal to or exceeding $2.84 per share (as adjusted for any
stock dividersds, comblnations or splits with respect to such shares), provided that the
aggregate public offeting price of the shares sold by the Corporation Is at least $10
miliion.
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8.4  Mechanics of Oplional Conversion.

(a} Before sny holder of Series C Preferred Stock will be entided 1o
cohvert the same into shares of Common Stock, he shail surreénder the certificate or
certificates therefor, duly endorsed, at the office of the Corporation or of any transfer -
agent for such stock, and shall give writien notification at such office that he alects to
convest the same amsd shall state therein the name or names in which he wishes the
cerlificate or certificates for shares of Cornmon Stock to be issued. The Corporation
shall, as soon ne praciicable thereafter, issue and deliver at such office to such holder
of Saries C Preferred Stock, a cerfificate or cerfificates for the number of shares of
Common Stock to which he shall be entitiett as aforesaid. Such conversion shall be
deemed to have been made immediately prior to the close of business on the daie of
surrender of the shares of Series C Preferred Stock to be converiad, and the person or
persons entified to receive the shares of Common Stock issuable upen such conversion
shall be treated for all purposes as the racord hoider or holders of guch shares of
Common Stock on auch dats,

(b)  If the conversion is In connection with an underwriting of securities
pursuant ta the Securities Act, the conversion may, at the option of any holder tendering
shares of Series C Prefarred Stock for conversion, be conditioned upon tha ¢losing with
the underwriters of the sales of the secudties pursuant to such offering, in which svent
the pereon(s) aniiied to recelve Common Stock upon conversion of the Seres C
Preferred Stock shall not be deamed % have converted such Serles O Prefermed Stock
until immediately prior to the closing of such sale of securities.

6.5 Adustments fo Serdes C Conversion Price for Cerfain Diluling issues.

(a) If and whenever the Corporation issues or salls, or in accordance
with this Section 8.5 i# deemad to have Issued or sold, any shares of Common Stock for
- @ coneideration per share less than the Serleg C Gonversion Price in effect immediately
prior to the ime of such issue or sale, then immediately upon such issue or sale or
deemed issue or sale, the Series C Conversion Price shall be reduced to an amount
determinad by dividing (a) the sum of (i} the product derived by multiplying the Serles C
Conversion Price in offect immadiately prior to such issue or sale by the number of
sharea of Commeon Stock Deemed Ouistanding (as defined below) immediately prior to
such issue of sale, plus (i) the considention, if any, received by the Corporation upon
such issue or sale, by (b} the number of shares of Common Stock Desmead Cutstanding
immadiataly after such issue or sale. "Common Stock Deemed Quistanding” means, at
any given time, the number of shares of Commeoen Stock actually outstanding at such
time, plus the number of shares of Gommon Stock desmed o be outstanding sssuming
exercizgs and/or conversion of the Corporation’s Qplions (us defined below) and
Conveartible Securities (as defined below), whether or not such Opfions or Convertible
Securities are actually exercisable at such ime.

(v) Notwithstanding any provision of this Section 8.5(x), there shall be
no adjuetment to the Seres C Convergivn Price hereunder with rspact to:
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(1) the issuance or deemed issuance of Common Stock or
Options to empioyews, officers, directors or consuliants of the Corporation and its
subsidiares pursuant 1o stock incentive plana or amangements approved by a
majority of the Board of Directore, including the Sarias B Diractor;

(2) lssuances to equipment lessors, banks or institutional credit
sources pursuant to plans or arrangements approved by a majority of the Board
of Directors, including the Serias B Director;

(3) lesuances to third parties In connection with acquisitions or
strategic alliances pursuant to plans or amangements approved by a majority of
the Board of Directors, Including the Series B Director;

(4) any adjustment t¢ the conversion price of the Serles A
Preferred Stock or Serias B Prefemmed Stock;

{5) the conversion of shares of Seres A Prefermed Stock or
Series B Preferred Stocks

(%) any dividend or distribution on Series A Preferred Stock,
Series B Preferred Stock or Serles C Preferred Stock;

(7) the sxercilse or conversion of Options or Convertible
Securities outstanding on the Original issue Date; or

(8) any event for which adjustmeant of the Series T Conversion
Price la made pursuant to Seclion 6.7 or Saction 8.8.

6.8 Effoct on Conversion Price of Ceriain Evenis. For purpoases of
determining the adjusted Serles C Conversion Price under Section 6.5 ahove, the

following shall be applicable:

(a) Issuanoe of Rights or Opfions. If the Corporation in any manner
grants or sells any rights, wamrants or optione to subscribe for or purchase Common
Stock or Convertible Sacurities (as definsd below) ("Options™) and the price per share
for which Common Stock le lssuable upon the exercise of such Optiers, or upon
conversion or exchange of any stock or secuities diractly or indirectly convertible into
or exchangeable for Comrmon Stock ("Convertible Securities™) issuable upon exercise of
such Opftions, Is less then the Serles C Convercion Price in effect Immediatety prior to
the time of the granting or sale of such Options, then the total maximum number of
shares of Common Siock issueble upon the exercise of such Optlons or upon
conversion or exchange of the total maximum. ameunt of such Convertible Securities
issuable upon the exercise of such Opticns shall be deemead to ba outstanding and to
have bean issued and sold by the Corporation at the time of the granting or sale of such
Cplons for such price per share, For purposes of this paragraph the *price per share
for which Common Stock is lssuable” shall be detsrmined by dividing (A) the iotal
amount, if any, received or receivable by the Corporation as consideration for the
granting or sale of such Options, plus the aggregate amount of additional consideration
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payable to the Corporation upon exervies of all such Options, plus in the case of such
Oplions which are exercisable for Converflble Securities, the aggregate amount of
additional consideration, iIf any, payable io the Corporation upon the issuance or sals of
such Convarfible Securiies and the conversion or exchange thereof, by (B) the total
number of shares of Common Stock issuable upon the exercise of such Options or
upon the conversion or exchange of all such Convertible Securities Issuable upon the
exsrcise of such Options. No further adjustment of the Conversion Price shall be made
when Convertible Securities sre actually issued upon the exarcise of such Optiong or
when Common Stork is actually issued upon the exercise of such Options or the
conversion or exchange of such Convertible Securitles,

{b) Issuance of Converiible Securites. If the Corporation in any
manner issues ur selis any Converlible Securities and the prica per ghars for which
Gommon Stock is issuable upon conversion or exchange thereof is less than the
Conversion Price In effect immediately prior 1o the time of such issue or sale, then the
number of shares of Cornmon Stock issuabie upon conversion or exchange of such
Convettible Securitiss shall be deermed to be outstanding and to have been issued and
sold by the Corporation at the time of the issuance or sale of such Convertible
Gecurities for such price per share. For the purposas of this paragraph, the “price per
share for which Common Stock is fesuable” shall be determinad by dividing (A) the total
amouni recelved or receivable by the Corporation as consideration for the issug or sale
of such Convertible Securities, plus the aggregate amount of sdditional consideration, if
any, payable to the Corporation upon the conversion or axchange thereof, by (B) the
tofal number of ehares of Common Stock issuable upon the conversion or exchange of
all such Convertible Securitins. No further adjustment of the Conversion Price shall be
made when Common Slock is actually issued upon the conversion or exchange of such
Convertible Becurities, and if any such issue or sale of such Convertible Securities is
made upon sxercise of any Options for which adjustments of the Canversion Price had
been of ars 1o be made pursuant to other provigions of Secton 8.5 no furiher
adjustment of the Conversion Price shall be made by reason of such Issue or sale.

{c) .Change in Options Price or Conversion Rate. if the purchase price
provided for in any Opftions, the addiional consitieration, If any, payable upon the
conversion or exchange of any Converfible Securiies or e rate at which any
Convertible Securities are convertible into or exchangeable for Common Stock changes
at any time, the Serles C Conversion Price in effect at the time of such change shall be
immediately adjusted to the Series C Conversion Price which would have been in effect
at such time had such Options or Convertible Securities siill cutstanding provided for
such changed purchase price, additional consideration or conversion rate, as the case
may be, at the tima initially granted, issued or soid.

(d) Trosimenl of Expired QOptions and Unexercised Converlible
Securities. Upon the expiration of any Options or the termination of any right to convert
or exchange any Convertible Securities without the axercise of any such Options or
tights, the Serles C Conversion Price then in effect hereundar shall be adjusted
immediately to the Series C Conversion Price which would have been in effect at the
tirme of such axpiration or termination had such Opiions or Convertible Securities, to the
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axtent outstanding immediately prior t¢ such expiration or termination, never been
issued.

(8} Calculption of Conslderation Received. If any Common Stock,
Options or Convertible Securities are izsued or sold or deemed o have been ijssued or
sold for cash, the consideration received therefor shall be desrmned to be the amount
raceived by the Corporation thersfor {(determined prier to any underwriting discounis
and expenses). if any Common Stock, Optione or Convertible Securities are issued or
sold for a consideration other than cash, the amount of the consideration other than
cash recelved by the Corporation shall ba the fair value of such consideration, axcept
where such congideration consists of publicly traded securities, in which case the
amount of conslderation received by the Corporation shall be the closing price thereof
as of the date of receipt (In each case determined prior to any underaxiting diacounts
and expenses). If any Common Stock, Options or Convertible Securities are issuad {o
the owners of the non-sunvving entity in connection with eny merger In which the
Corporation is the surviving corporation, the amount of consideration therefor shall be
deemed to be the fair value of such porlion of the net assets and businsse of the non-
surviving enfity as s atirbutable fo such Common Stock, Options or Convertible
Seacurities, as the casa may be. Tha fair value of any consideration othar than cash and
publicly traded gecurities shall be determined in good faith by the Board of Directors.

{f Integrated Transactions. In case any Options are issued in
connection with the Issues or sale of other securliies of the Corporation, together
comprising one integrated transaction in which no specific consideration I3 aliocated to
such QOptiohs by the parties thereto, the Options shalt be deemed to have been issued
for such consideration as shall be determined in good faith by the Board of Directors.

{+)) Treasiry Shares. The number of shares of Common Stock
outstanding at any given time shall not include shares owned or held by or for the
account of the Corporafiors or any subsidiary, and the disposifion of any shares so
owned or held shall be considered an fgsue or sale of Common Stock.

(i} Record Dafe. If the Corporation takes a record of the holders of
Commaon Stock for the purpose of entitling them (A) to receive a dividend or cther
distribution payable in Common Stock, Options or Convertible Securities, or (B) to
subscribe for or purchase Common &tock, Opfions or In Convertible Securities, then
such record date ghall be deemed to be the date of the [sauance or sale of the shares of
Commoh Stock deerned to have been issued or sold upon the dedlaration of such
dividend or upon the making of such other distribution or the date of the granting of such
right of subscription or purchase, ae the case may be.

6.7 Adusiments W Conversion Prices for Slock Oiiidends eand for
Combinations or Subdiigions of Common Sfock. In the event that this Corporation at
any fime or from time to ime after the Original 1zsue Date ghall declars or pay without
consideration, any dividend on the Common Stock payable In Comrmon Stock or in any
right to acquire Common Stock for no consideration, or shall affect a aubdlvision of the
outstanding shares of Common Stock inte a greater number of shares of Common
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Stock (by stock split, reclassification or otherwise than by payment of a dividend in
Commen Stock or in any right to acquire Common Stock), or in the event the
outstending shares of Common Stock shall be combined or consolidated, by
reciassification or otherwize, into a lessar numbear of shares of Commen Stock, then the
Serias C Convarsion Price in effect Immediately prior to such event shall, concurrently
with the effectivenese of such event, be proportionately decreased or increased, as
appropriate. In the event that thie Corporation shall declere or pay, without
consideration, #ny dividend on the Commeon Stock payable in any right o acquire
Common Stock for no consideration, then the Corporalion shall be deemed to have
made a dividend payable in Common Stock in an amount of chares equal fo the
maximum number of shares issuable upon exercise of such rights to acquire Common
Stock, ’

6.8 Adjustments for Reclassifications and Reorganizations. If the Cormirmon
Stock iasuable upon conversion of the Series C Preferred Stock shall be changed into
the same or a different number of shares of any other class or classes of stock, whether
by capital reorganization, reclassification or ctherwise (other than m subdiviaion or
combination of shares provided for in Section 8.7 sbove or a merger or other
reorganization rafermed fo in Section €.11 below), the Series C Conversion Price then in
effect shall, concurrently with the effectiveness of suth reorganization or
reclassification, be proportionately adjusted so that the Series C Preferred Stock shall
be convertible into, In lisu of the number of shares of Common Stock which the holders
would otherwise have been entitied o receive, a number of shares of such cother class
gr classes of stock squivalent to the nunber of shares of Common Stock that would
have been subject to recelpt by the holders upon conversion of the Serdes C Preferred
Stock immediately before that change.

6.9 No impairmeni. The Comporation will not, by amendment of its Asticies of
incorporation or through any reorganization, fransfer of assets, consolidation, merger,
dissolution, issue or sale of securities or any other voluntary action, avold or seek o
avokd the observance or parformance of any of the terms to be observed or performed
hereunder by the Corporation, but will at all imes in good falith assist in carrying out ali
the provisions of this Baction 8 and in the taking of all such actions as may be
necessary or appropriate in order to protect the conversion rights of the holders of the
Serjes C Praferred Stock against impaiment.

6.10 Certificates as to Adjusiments. Upon the occurrence of sach adjustment or
readjustment of any Corversion Price pursuant to this Seclion 6, the Corporation at ite
expense shall promptly compute such adjustment or readjustrment in accordance with
the terms hereof and prapare and furnish to each holdar of Series C Preferred Stock, as
the case may ba, a ceriificate executed by the Corporation’s President or Chief
Financial Officer setling forth the facts upon which such adjustment or readjustment is
based. The Corporation shall, upon the writtan request at any time of any holder of
Series G Preferred Stock, furnish or cause to be fumished 1o such holder a like
certificate setiing forth () such adjustments and readjustments, (i} the Series C
Corversion Price at the fime in effect, and (li) the number of shares of Common Stock
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and the amount, if any, of other property which at the time would be received upon the
conversion of the Series C Preferred Stock.

8.11 Nolices of Record Dafe. In the event that the Corporation shall propose at
any iime: () to declare any dividend or digtribution upen its Common Stock, whether in
cash, property, efock or other securities, whether or not a reguiar cash dividend and
whether or not out of eamings or eamed surplus; (il) to offer for subscription pro rata to
the holders of any clags or series of its stock any addiional shares of stock of any class
or series or other rights; (iif) to effect any reclassification or recapitalization of its
Common Stock outstanding invoiving a change in the Common Stock; or {(iv) to merge
or consolidate with or into any other corporation, or ssll, lease, or convey all or
substantially all of its assets or liquidate, dissclve or wind up; then, In connection with
each such event, the Corporation shall send to the holders of Series C Preferred Stock:

(a) Atleast twenty (20) days’ prior written notice of the date on which a
record shall be taken for such dividend, distribution or subscription rghts (and
specilying the date on which the holdere of Cormon Stock shall be entitied thereto) or
for determining rights to vots, If any in respect of the matters referred t In (i) and {iv)
above; and

(b) In the cage of the matters rafeired to in (i) and (iv) above, at least
twerity (20) days’ prior writtén notice of the data when the same ehall take place {and
specifying the date on which the holders of Common Stock shall be entifled to exchange
their Common Stock for securities or other property deliverable upon the occumrence of
such event),

8.12 [Issue Taxes. The Corporation shall pay any and all issue and othar taxes
that may be payable in respect of any issue or delivery of shares of Common Stock on
conversion of the Series C Preferred Stock pursuant hereto; provided, however, that the
Corporation shall not be obligated to pay any transfer taxes resulting from any transfer
requested by any holder in connection with any such conversion.

6.13 Reservalion of Stock Issuabie Upon Conversion. The Corporation shall at
all times reserve and keep avallable out of its authorized but unissusd shares of
Common Stock, solely for the purpese of effecting the convarsion of the shares of the
Series C Preferred Stock, such number of its shares of Common Stock ag shall from
time to ime be sufficiant to affect the conversion of ail outstanding shares of the Series
C 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 then outstanding
shares of the Series C Prefarrad Stock, the Corporation will take such corporate action
as may, in the opinlon 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 purpose, Including, without limitation, engaging in best efforts to obtain the
requisite shareholder approval of any necessary amendment to these Articles.

6.14 Fractional Shares. No fractional shares shall be Issued upon the
conversion of any share or shares of Serles C Prefemed Stock. All shares of Common
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Stack (inciuding fractions thereof) issuable upon conversion of more than one share of
Serles C Preferred Stock by & holder thereof shall be agyregated for pumposes of
determining whether the conversion would resuit in the issuance of any fractional share.
if, after the aforementioned aggregation, the convarsion would resuit in the issuance of
a fraction of a share of Commen Stock, the Corporation shall, in heu of isauing any
fractional share, pay the holdet otherwize entitied to such fraction a sum in cash equal
to the fair market velue of such fraction on the date of conversion (as determined in
good fRith by the Board of Directors).

6.15 Notices. Any notice required by the provisions of this Section 6 to be given
to the holders of shares of Series C Preferred Stock shall be deemed given If deposited
in the United States mail, postage prepaid, or If sent by facsimile or deliverad personally
by hand or nationafly recognized courier and addressed 1o each holder of record at such
holder's address or facsimile number appaaring in the recerds of the Corporation.

SECTION 7. Restrictions and Limitations.

7.1 So long as any shares of Preferred Stock remain outstanding, the
Corporation shall not, without the vobe or written consent by the holders of af leagt &
majority of the then culstanding shares of the Preferred Stock, voting together as a
single class:

{a) Amend tha Articles of Incarporation (other than amending the terms
of a series of Preferred Stock with the required consent of the holders of such seres in
a manner that does not adversely affect tha holders of shares of any other series of
Prafarred Stock or creating an additional series of Preferred Stock under Section V{3) of
the Articles of Incorporation so fong as such seties is not expressly prohiblted hersin);

(b  Effect a merger, consolidation, statutory share exchange or similar
fransaction or a sale of all or substantially all the Cormporation’s assets {Unless the
beneficial owners of the Corporafion’s voting secunities Immediately befora any such
transaction or sale bensficially own mere than 50% of the voling securities of the entity
resulting from such fransaction or the buyer in such sale);

(¢) Liguidate or dissolve; or

{d) Redesm, purchase or otherwise acquire {or pay into or sef aside for
a ':‘"m"ﬁ fund for such purpose) any stock; provided, however, that this restriction shatl
not apply fo.

{1} the repurchase of shares of stock from emplovees of the
Corporationy or any subsidlary pursuant to agreements under
which the Corporation is required fo repurchase such
sharos;

2y redemptions or conversions of Serles A Preferred Stock

made in compliance with the Articles of Incorparation as in
affect on the Origingl lssue Date and with Section 4 herein;
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redemptions or conversions of Saries B Preferred Stock
msde in compliance with the Articles of Incorporation as in
affect on the Originel Issus Dats and with Section 4 herein;
or .

redemptions or conversions of Series C Preferred Stock on
the terms and conditions set forth hemin.

7.2 So long as any shares of Series C Preferred Stock remain outatanding,
the Corporation shall not, without the vote or written consent by the holders of at least a
majority of the outstanding shares of the Series C Preferrad Stock:

(a)  Adter the rights, preferences or privilgges of the Series C Preforred
Stock, including, without limitation, any amendment to the Corporation’s Articles of
Incorporation or Bylaws that would:

(1)

(2

&
%)
G
(8)

@
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Reduce the dividend rates on the Series C Preferred Stock
provided for herein, make such dividends non-cumulative, or
defer the date from which dividends will accrue, or cancel
acciued and unpaid dividends, or adversely change the
relative sentority rights of the holders of the Serles C
Preferred Stock as to the payment of dividends in relation to
the holders of any other capitad stock of the Gorporation;

Reduce the amount payable to the holders of the Series C
Preferred Stock upon the voluntary or involuntary fiquidstion,
dissolution, ¢r winding up of the Corporation, or adversely
change the relative seniority of the liquidation preferences of
the holders of the Serfes C Preferred Stock to the rights
upon liguidation of the holders of any other capital stock of
the Corporation;

Delay any of the Redemption Dates provided for in Section
4.1; hereof,

Make the Series © Preferred Stock redeemable at the option
of the Corparaticn;

Cancel or modify the conversion rights of that series
provided for in Section 6 hereof:

incresse of decrsase the authorized number of shares of
Series C Preferred Stock, except as permitied by Section 8;

Create any new class or series of stock of the Corporation
which has priority over the Series C Preferred Stock with
respect to dividends or liquidation; or

16
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(8} lIssue any sharsa of atock of the Corporafion that have
pricrity over the Series G Prefarmed Stock with respect to
dividends or liquidation.

SECTION 8. No Reissuance of Series C Preferred Slock.

8.1 No shere or shares of Seres C Preferred Stock acquired by the
Corporation by reason of redemption, purchase, conversion or otheiwise shall be
reissued, and all such shares shall be cancelled, retired and restored to the status of
authorized but unissued shares of Preferred Stock, without designation s to serfes.

IN WITNESS WHERECF, the Corporation has caused these Articles of
Armndmgﬂt to be executed under seal in its name and on its behalf by its President on
this /3= day of June, 2005.

IMAGINAIL CORPORATION

Name: Michae! R. Weber
Title: President
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