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ARTICLES OF AMENDMENT TO %, =3 2 -
ARTICLES OF INCORPORATION 50 2, '
TAYLOR MADISON CORP. %«f; o { GM
DESIGNATIONS, PREFERENCES AND RIGHTS OF T =
SERIES A CONVERTIBLE i B _
PREFERRED STOCK g

Pursuant to the
Florida Business Corporation Act

Taylor Madison Corp., a Florida Corporation (the “Corporation™), hereby certifies that
pursuant to authority conferred upon its Board of Directors (the “Board”) by the Articles of
Ineorporation of the Corporation, and by the provisions of Sections 607.0601, .0602 and .0821,
Florida Statutes, by unanimons written consent of the Board dated May 5, 2005, has adopted a
resolution approving and providing for the designation and issuatce of a series of 5,000,000
ghares of authorized Series 4 Copvertible Preferred Stock, $.0001 par value, the content of
which is hereinafier set forth in its entirety on Exhibit “A.”

The foregoing amendment to the Corporation’s Articles of Incorporation was duly
adopted by imanimons wiitten consent of the Board, in accordance with the provisions of Section
607.0602, Florida Statutes and the Articles of Incorporation, without any such consents being
revoked within the intervening period.

IN WITNESS WHEREOF, the Corporation h.% caused these Articles of Amendment to
be prepared under the signature of its President this *2day of June, 2005.

TAYLOR MADISON CORP.

By
Donal

d Spl:oat,
345924.1 ]
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CERTIFICATE OF DESIGNATION,

PREFERENCES AND RIGHTS

of
SERIES A CONVERTIBLE PREFERRED STOCK
of
TAYLOR MADISON CORP.
(Pursuant to Section 607.060Z of the
Tlorida Business Corporation Act)

Taylor Madison Corp., a corporation organized and existing under the laws of the State of
Florida {the “Corporation™), hereby certifies that the Board of Directors of the Corporation (the
“Board of Directors” or the “Board™), pursuant to authodty of the Board of Directors as
required by Section 607.0602 of the Florida Business Corporation Act, and in accordance with
the provisions of its Certificate of Incorporation and Bylaws, has and hereby authorizes a sexies
of the Corporation’s previously authorized Preferred Stock, par value $0.001 per share (the
“Preferred Stock™), and hereby states the designation and numnber of shaves, end fixes the rights,
preferences, privileges, powers and restrictions thereof, as follows:

SERIES A PREFYERRED STOCK DESIGNATION AND AMOUNT

7,700,000 shares of the authorized and unissued Preferred Stock of the Corperation are
bereby designated “Series A Convertible Preferred Stock” with the following nghts,
preferences, powers, privileges, restrictions, qualifications and limitations.

1. Stated Value. The stated value of each issued share of Series A Convertible
Preferred Stock ghall be deemed to be $1.00 (the “Stated Value™), as the same may be equitably
adjusted whenever thers may occtir a stock dividend, stock split, combination, reclassification or
similar event affecting the Series A Converiible Preferred Stock.

2. Dividends.
a. Dividends on Series A Convertible Preferred Stock. From and including the date

of issuance of each share of Serics A Convertible Preferred Stock to the earlier of (1) the
payment of the Individual Series A Liquidation Preference Payment (as defined below) ot each
share of Series A Convertible Preferred Stock upon the liguidation, dissolution or winding-up of
the Corporation, (2) the redemption of the Series A Convertible Preferred Stock, or (3) the
cenversion of the Series A Convertible Preferred Stock, the holders of ghares of Series A
Convertible Preferred Stock shall be entitled to receive, prior to and in preference to any
declaration or payment of eny dividend on any other shares of capital stock of the Corporation, a
dividend for each such share at & tate per atnum equal to ten percent (10%) of the Stated Value
(as such term is defined in Sectign 1} thercof, payable semi-aunuslly, at the option of the
Corporation, (i) in cash, to the extent finds are legally available theraefor in accordance with the
Florida Business Corporation Act and consent, if needed, to such cash payment is obtained from
the senior secured creditors of the Corporation, (i) in-kind, with [A] shares of Setiez A
Convertible Preferred Stock equal to the result of dividing the dividend amount so acorued by the
Stated Value of one share of Series A Convertible Preferred Stock (the “Dividend Shares™), and
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[B] Class B Warrants (as that term is defined in Sectign 9 below) in amount equal to 1005 of the
mumber of shares of Common Stock underlying the Dividend Shares, or (i) 1a shares of
1egistered Conunon Stock at a ten percent (10%) discount to the “Market Price” (as that term is
defined in Section 9 below). The date on which the Corporation initially issues any share of
Series A Convertible Preferted Stock shall be deemed its “Date of Issuance” regardiess of the
nummbet Of times transfer of such share is made on the stock records maintained by or for the
Corporation and regardless of the number of certificates which may be issued to evidence such
shars,

b. Frority of Pavinent. In the event that ful} dividende are not paid to the holders of
all outstanding shares of Series A Convertible Preferred Stock so entitled to such payment and
funds avaiisble for payment of dividends shall be insufficient to permit payment in full io
holders of all such stock of the full preferential amounts to which they are then entitled, then the
entire amount available for payment of dividends shall be distributed, first, ratably among all
holders of Series A Convertible Preferred Stock i proportion to the full amount to which they
would otherwise be respectively entifled and, second, ouly after the holdars of Serjes A
Convertible Preferred Stock have received the full amount of dividends to which they were
entitled, ratably among all holders of other Prefemred Stock (including the Series B Prefemed
Stock) and Commmon Stock in proportion to the full amouant to which they would otherwise be
respectively entitled.

3. Yoting.

a. Number of Volgs. On any matter presented to the stockholders of the
Corporation for their action or consideration at any meeting of stockholders of the Corporation
{or by written consent of stockholders in lieu of a meeting), sach holder of outstanding shares of
Series A Convertible Preferred Stock shall be entitled to cast the number of votes equal to the
number of whole shares of Coropaon Stock into which the shares of Series A Convertible
Preferred Stock held by such holder are comvertible as of the record date for determining
stockholders entitled to vote on such matter. Except as provided by law or by the provisions of
Seetion 3(b) below, holders of Series A Convertible Preferred Stock shall vote together with the
holders of Common Stock, and with the holders of any other series of Preferred Stock the terms
of which so provide, together as 2 single class.

b. Sepior Secuyities or Financial Instroments. At any time when a mininmun
of 31,250,000 of the Stated Value of the shares of Series A Convertihle Proferred Stock are
outstanding, except where the vole or writien consent of the holders of a greater number of
shares of the Corporation is required by law or by this Certificate of Designation, and in addition
to any other vote required by law or this Certificate of Designation, without the written consent
or affirmative vote of the holders of fifty percent (50%) of the then-outstanding shares of Series
A Convertible Preferred Stock given in writing or by vote at a meeting, consenting or voting (as
the case may be) as a separate class from the Cornmon Stock, the Corporation shall not, either
directly or by amendment, merger, consolidation or otherwise jasne (i) any additional shares of
stock or (i) fnancial instrurnents unless the swome rapk junior to the Series A Convertible
Preferred Stock with respuct to the distribution of assets on the ligquidation, dissolution or

3483722
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winding-up of the Corporation and with respect io the payment of dividends and rederoption
rights, if applicable.

c. ther Limitations on Corporate Action. At any time when shares of
Series A Convertible Preferred Stock are outstanding, except where the vote or written consent
of the holders of a greater number of shares of the Corporation is required by law or by this
Certificate of Designation, and in addition to any other vote required by law or this Certificate of
Designation, without {1) the written consent or affirmative vote of the holders of no-less than
66% % of the outstanding Stated Value of the Series A Convertible Preferred Stock consenting
or voting (as the case may be) as a scparate class from the Coremon Stock, or (2) if the holders
representing no-less than 66% % of the outstanding Stated Value of the Series A Convertible
Preferred Stock appoint, in writing, an authorized representative (the “Preferred Stockholders”
Representative™), approval by the Preferred Stockholders’ Representative, the Corporation shall
not, sither directly or by amendment, merger, consolidation or otherwise:

@ liguidate, dissolve, or wind-up the business and affairs of the
Corporation, effect any Deemed Liquidation Event, or consent to any of the foregoing,

(ii) effectuate any merger, Teorgapization, or recapitaliza’uon of the
Corporation, including such transactions with a Subsidjary (as that term is defined in ﬁﬂm_&)
or related entity, or enter into any agreement to do any of the foregoing,;

() so long as at least 1,250,000 shares of Series A Convertible
Preferred Stock are cutstanding, purchase or redeemn or pay or declare any dividend or make any
distribution on, any shares of stock other tham the Series A Preferved Stock as expressly
authorized herein, or permit any Subsidiary of the Corporation 1o talie any such action, except for
(A) securities repurchased from former employees, officers, directors, consultants, or other
persons who performed services for the Corporation or any subsidiary in connection with the
cessation of such employment or service or (B) securities repurchased upon the exercise of the
Corporation’s right of first refusal to prrchase such securities, each as approved by the Board of
Directors;

(iv)  effectuate any reclassification or recapitalization of the outstanding
capital stock of the Corporation, including aty subdivision, consolidation, or conversion of anmy
cutstanding capital stock;

) alter or change the voting or other powers, preferences, or other
rights, privileges, or restrictions of the Series A Convertible Preferred Stock contained herein (by
merger, consolidation, or otherwiss);

4, Liguidation, Dissotion, or Wmdmg-UE, chtam Metrgers, Congolidations and
Asget Sales.

a ents to eferred Stock. Upon any
liquidation, dmsolutlen crr winding-up of the Corporahon whzther voluntary or involuntary, the
holders of the shares of Series A Convertible Preferred Stock shall be paid, before any payment

3
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shall be paid to the holders of Common Stock, Series B Preferred Stock, or any other stock
ranking on liguidation junior to the Series A Convertible Preferred Stock (the “Junior Stock™),
an amount for each share of Series A Convertible Prefermed Stock held by such holder equal to
the sum of (1) the Stated Value thereof and (2) an amount equal to dividends accrued but unpaid
thereon, computed to the date payment thereof is made available {such appliceble amount
payable with respect to a share of Series A Couvertible Preferred Stock sometimes being referred
to as the “Individual Serfes A Preferred Liquidation Preference Payment” and with respect
to all shares of Series & Convertible Preferred Stock in the aggregate sometimes being refemed
to as the “Aggregate Series A Liguidation Preference Payment”). If, upon such liquidation,
dissolution or winding-up of the Corporation, whether voluntary or involuntary, the assets to be
distributed among the holders of shares of Series A Converiible Preferred Stock shall be
insufficient to permit payment to the holders of Series A Convertible Preferred Stock of an
agpregate amount equal to the Aggregate Series A Liguidation Preference Payment, then the
entire assets of the Corporation 1o be go distributed shall be distributed ratably among the holders
of Series A Convertible Preferred Stock (based on the Individual Series A Preferred Liquidation
Preference Payments due to the respective holders of Series A Convertible Preferred Stock).

b. Pavments to Holders of Junior Stock. After the payment of all preferential
amounts required to be paid to the holders of the Series A Convertible Preferred Stock and any
other class or serdes of stock of the Corporation ranking on Jiquidation semior to or on a parity
with the Sedes A Convertible Preferred Stock, the holders of shares of Junmior Stock then
outstanding shall be entitled to receive the remaining assets of the Corporation available for
distribution to its stockholders as otherwise set forth in the Articles of Incorporation.

&, Deemed Fignidation BEvents.

G) The following events shall be deemed to be 2 liguidation of the
Corporation for purposes of this Section 4 (2 “Deemed Liquidation Event™), unless the holders
of 2 majority of the shares of Seriss A Convertible Preferred Stock elect otherwise by written
notice given to the Corporation at least five (5) days prior to the effective date of any such event:

{A)  amerger or consolidation in which
{D the Corporation is a constituent party, or

(i)  asubsidiary of the Corporation is a constifuent
party and the Corporation issues shares of its capital
stock pursuant to such merger or consolidation,

except any such merger or consolidation involving the Corporation or a subsidiary in which the
shares of capital stock of the Cotporation outstanding immediately prior to such merger or
eonsolidation continue to represent, or are converted or exchanged for sbares of capital stock that
represent, immediately following such merger or consolidation, at least 2 majority, by voting
power, of the capital stock of (1) the surviving or resulting corporation or (2} if the surviving or
resulting corporation is a wholly-owned subsidiary of another corporation immediately following
such metger or consolidation, the parent corporation of such surviving or resulting corporation

4
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{provided that, for the purpose of this Section 4(c)(7), all shares of Common Stock issuable upon
exercise of options outstanding immediately prior to such merger or comsolidation, or upon
conversion of convertible securities outstanding immediately prior to such merger or
consolidation. shall be deemed to be outstanding immediately prior fo such merger or
consclidation and, if applicable, converted or exchanged in such merger or consolidation on the
game tenms as the actual ontstanding shares of Common Stock are converted or exchanged); ot

(B) the sale, lease, fransfer, or other disposition, In a single
transaction or series of related transactions, by the Corporation or any subsidiary of the
Corporation of all or substantially all of the assets of the Corporation and its subsidiaries, taken
as a whole, except where such sale, lcase, transfer, or other disposition is to a wholly-owned
subsidiary of the Corporation.

(ii)  The Corporation shall not have the power to effect any tansaction
coustituting 2 Deemed Ligquidation Ewent pursuamt to Section 4{cHi}(A)I} above unless the
agresment or plan of merger or consolidation provides that the consideration payable to the
stockholders of the Cotporation shall be allocated among the holders of capital stock of the
Corporation, in accordance with Sections 4(a) and 4(b) above. _

(it} 'In the event uf a Deemed Liquidation Eveni pursuant fo Seetion
AMDAWID gr (B) above, if the Corporation does not effect a disselution of the Corporation
under General Corporation Law within sixty (60) days after such Deemed Liquidation Event,
then (A) the Corporation shall deliver a writien notice to each holder of Series A Convertible
Preferred Stock no later than the 60th day after the Deemed Liquidation Event advising such
holders of their right (and the requirements to be met to secure such right) pursuant to the terms
of the following clause (B) to require the redemption of such shares of Series A Convertible
Preferred Stock, and (B) if the holders of at least a majonity of the then-outstanding shares of
Series A Convertible Preferred Stock so reguest in a written instrurnent delivered to the
Corporation not later than sevenmty-five (75) days after such Deemed Liquidation Event, the

" Corporation shall use the consideration teccived by the Corporation for such Deemed

Liquidation Bvent (net of any retained lisbilities associated with the asseis sold or technology
licensed, as determined in good faith by the Board of Directors of the Corporation)(the “Net
Proceeds™} fo redeem, to the extent legally availsble therefor, on the 90th day after such
Deemed Liquidation BEvent (the “Liquidation Redemption Date”), all outstanding shares of
Series A Convertible Preferred Stock at 2 price per share equal to the Series A Liquidation
Aapount, In the event of a redemption pursuant to the preceding sentence, if the Net Proceeds
are not sufiicient to redeem all outsianding shares of Series A Convertible Preferred Stoek, or if
the Proceeds are not sufficient to redeem 2l outstanding shares of Series 4. Convertible Preferred
Stock, or if the Corporation does not have sufficient funds lawfully available to effect such
redemption, the Corporation shall redeem a pro rata portion of each holder’s shares of Series A
Convertible Preferred Stock to the fallest extent of such Net Proceads or such lawfully available
funds, as the case may be, and, where such redemption is limited by the amount of lawfully
available finds, the Corporation shall redeem the remaining shares to have been redeemed as
soon as practicable after the Corporation has finds legally available therefor. The provisions of
Section 7(h) through 7({¢) below shall apply, with such necessary changes in the details thereof as
ave necessitated by the context, to the redemption of the Series A Convertible Preferred Shares

5
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pursuant to this Section 4(c)(ii{). Prior to the distribution or redemption provided for in this
" Section_4(c)(iii}, the Corporation shall not expend or dissipate the consideration received for
such Deemed Liquidation Event, except to discharge expenses incwrred in the ordinary course of

business.

(iv)  The amount deemed paid or distributed to the holders of capital stock of
the Corporation upon any such merger, consolidation, sale, transfer, exclusive license, other
disposition or redemption shall be the cash or the value of the property, rights or securities paid
or distributed to such holders by the Corporation ot the acquiring person, firm or other entity.
The value of such propexty, rights or securities shall be determined in good faith by the Board of
Directors of the Corporation. ' C T

5. Optional Conversion. The holders of Series A Convertible Preferred Shares shall
have the conversion rights as follows (the “Conversion Rights™),

(a)  Right to Convert. Each sharc of Sexies A Convertible Preferred Stock
shall be convertible, at the option of the holder thereof, at any time after the “Conversion Date”
(as that term is defined in Section 3 below), and without the payment of additional consideration
by the holder thereof, into such mumber of fully-paid and nonassessable shares of Common Stock
as is deterxained by dividing (1) the sum of (I) the Stated Value per share apd (ii) aif dividends
acerued and unpaid on each such share to the date such share is converied, whether or not
declared, and all other dividends declared and unpaid on each such share through the date of
actial conversion, by (2) the Series A Conversion Price in effect at the time of conversion. The
“Series A Conversion Price” shall be set at Sixty Cents (3.60). The Series A Conversion Price,
and the rafe at which sharss of Series A Convertible Preferred Stock may be converted into
shares of Common Stock, shall be subject to adjustment as provided below.

In the event of 2 notice of redemption of any share of Series A Convertible Preferred
Stock pursmant to Section 7 hereof, the Conversion Rights of the shares designated for
redemption shall terminate at the close of business on the last full day preceding the date fixed
for redemption, unless the redemption price is not paid on such redemption date, in which case
the Counversion Rights for such shares shall continue until such price is paid in full. In the event
of a liguidation, dissolution or winding-up of the Corporation, the Conversion Rights shall
terminate at the close of business on the last fiull day preceding the date fixed for the payment of
any such amounts distributable on such event to the holders of Series A Convertible Preferred
Stock.

{b) Fractional Shares. No fractional shares of Common Stock shall be issued
upon conversion of the Series A Convertible Preferred Shares. In lieu of any fractional shares to
which the holder would otherwise be entitled, the Corporation shall pay cash equz] to such
fraction multiplied by the fair market value of a share of Common Stock as determined in good
faith by the Board of Directors. Whether or not fractional shares would be issuable upon such
conversion shall be determined on tha basis of the total number of shares of Series A Convertible
Preferred Stock the holder is at the time c¢onverting into Common Stock and the aggregate
rumber of shares of Common Stock issuable upon such conversion.

3483722
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(&)  Moghanics of Conversion.

o For 2 holder of Sexies & Convertible Preferred Stock to voluntarily
couvert shares of Series A Convertible Preferred Stock into shares of Common Stock, that holder
shall surrender the certificate or certificates for such shares of Serjes A Convertible Preforred
Stock (or, if the registered holder alleges that such certificate has been lost, stolen, or destroyed,
a lost certificate affidavit and agreement reasonably acceptable to the Corporation to indetnnify
the Corporation against any claim that meay be made against the Corporation on account of the
alleged loss, theft, or destruction of such certificate), at the office of the transfer agent for the
Series A, Converiible Preferred Stock (or at the principal office of the Corporation if the
Corpaoration serves as i1s own transfer agent), together with written notice that the holder ¢lects
to convert all or any mumber of the shaves of the Series A Convertible Preferred Stock
represented by such certificate or cerfificates and, if applicable, any event on whkich such
conversion is contingent. The notice shall state the holder’s name or the names of the norninees
in which the holder wishes the certificate or certificates for shares of Comznon Stock io be
issued If xequired by the Corporation, certificates surrendered for conversion shall be endorsed
or accompanied by a written instrignent or instruments of transfer, in form satisfactory to the
Corporation, duly executed by the registered holder or his, her, or its attorney duly authorized in
writing. The close of business on the date of receipt by the transfer agent of such sertificates (or
lost certificate affidavit and agreement) and notice (or by the Corporation if the Corporation
serves as its own transfer agent) shall be the time of conversion (the “Conversion Time™), and
the shares of Common Stock issusble upon conversion of the shares represented by such
certificate shall be deemed to be ontstanding of record as of that date. The Corporation shall, as
soon as practicable afier the Convetsion Time, issue and delfver at such office to the holder of
Series A Convertible Prefeyred Stock, or to his, hex, or iis nominee(s), & certificate or certificates
for the number of shares of Common Stock to winch the holder(s) shall be entitled, together with
cash in lieu of any fraction of 2 share.

(i) The Corporation shall at all times while the Series A Convertible
Preferred Stock is outstanding, reserve and keep avajlabls oot of its authorized but unissued
stack, for the purpose of sffecting the conversion of the Series A Convertible Preferred Stoclk,
such number of its duly authorized shargs of Common Stock as shall fom time to tHme be
sufficient to effect the conversion of all outstanding Serdes A Convertible Preferred Stocl; and if
gt any time, the number of authorized but umissued shares of Common Stock shall not be
sufficient to sffect the conversion of all then-outstanding shares of the Series A Convertible
Preferred Stock, the Corporation shall take such corporate action as may be necessary to increase
1is authorized but vnissued shares of Common Stock to such mumber of shares as shall be
sufficient for such purposes, ineluding, withont limitation, engaging in best efforts to obtain the
requisite stockholder approval of any necessary amendment to the Articles of Incorporation.

(iii} Al shares of Series A Convertible Preferred Stock that shall have
been swrendered for conversion as herein provided shall no longer be deemed to be outstanding,
and all rights with respect to such shares, including the mights, if any, to receive notices, to vote,
and to receive payment of any dividends accrued or declared but unpaid thereon, shall
immediately cease and terminate at the Conversion Time, except only the right of the holders
thereof to receive shares of Common Stock in egchange therefor, Any shares of Series A
Convertible Preferred Stock so converted shall be retired and capcelled and shall not be reissued

7
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a8 shares of such series, and the Corporation (without the need for stockholder action) may from
T time to time take such appropriate action as may be necessary to reduce the anthorized number of

shares of Series A Convertible Preferred Stock accordingly.

(iv) TUpon any such conversion, no adjustment to the Series A
Conversion Price shall be made for any accrued or declared but unpaid dividends on the Scrics A
Convertible Preferred Stock surrendered for conversion or on the Common Stock delivered upon

conversion.

(+)  The Corporation shall pay any and all issue and other similar taxes
that may be payable in respect of any issuance or delivery of shares of Common Stock upon
coniversion of shares of Series A Convertible Preferred Stock pursnant to this Section 5. The
Corporation shall not, however, be required to pay any tax that may be payable in respect of any
transfer involved in the issuance and delivery of shares of Common Stock in a name other than
that in which the shares of Series & Convertible Preferred Stock so converted were regisiered,
and no such isswance or delivery shall be made unless and until the person or entity requesting
such issuance has paid to the Corporation the amount of any such tax or has established, to the
satisfaction of the Corporation, that such tax has been paid.

(d)  Adjustments fo Series A Conversion Price for Diluting Jssues.

@ Special Definitions. For purposes of this Section 5, the following
defzutions shall apply:

(&) “Option” shall mean rights, options, or wartants to
subscribe for, purchase, or otherwise acquire Common Stock or Convertible Securities. _

(B) “Series A Orxiginal Issue Date” shall mean the date on
which the first share of Saries A Convertible Prefermred Stock was issued.

(©) “Convertible Securitles” shall mean any evidence of
indebtedness, shares or other geeurities directly or indirectly convertible into or exchanpeable fox
Common Stock, but excluding Options.

(D) “Additional Shares of Common Stock” shall mean ajl
shares of Common Stock issued (or, pursuant to Section S(d¥iii) below, deemed to be issued) by
the Corporation afier the Series A Original Issue Date, other than the following (“Exempted
Securities™):

(I}  shares of Common Stock issued or deemed issued
as & dividend or distibution on Series A
Convertible Preferred Stock;

(II)  shares of Common Stock issued or issuable by
reason, of a dividend, stock split, eplit-up or other
distribution on shares of Common Stock that is
covered by Section 5(e) or 5(£) below:

3483732



JUN. 22, 2005 3:07PM

3483722

BUSH ROSS P A

CITTTTITTITTINGN4Y R

shares of Common Stock issned or deemed issued
to employees or directors of, or consultants to, the
Corporation or eny of its subsidiaries pursuant to a
plan, agreement, or arrangement approved by the
Board of Directors of the Corporation and holders
representing po-less than 66% % of the outstanding
Stated Value of the Series & Convertible Preferred
Stock or the Preferred Stock Representative;
provided, however, the first 1,000,000 shares of
Common Stock issned dusing each calendar year
shall not require the approval of the holders
representing of the Series A Convertible Preferred
Stock or the Preferred Stock Representative;
provided, firther; shares issued pursuant to a
Bmployee Stock Ownership Plan (ESOP) qualified
under sections 401 (&) and 4975 (e)(7) of the
Internal Revenue Code shall not require the
approval of the holders representing of the Sexies A
Convertible Preferred Stock or the Preferred Stock
Representative;

shares of Commaon Stock or Convertible Securities
actuglly issued vpon the exercise of Options, or
shares of Common Stock actually issued upon the
conversion, or exchangs of Convertible Securities
{including the Serics B Preferred Stock, the Class A
Wairants and the Class B Warrants), in each case,
ptovided the issuance is pursuant to the terms of
such Option or Convertible Security;

ghares of Common Stock issmwed or issvable in
conoection with a bona fide jolnt venmture or
business acquisition of or by the Corporation,
whether by merger, consolidation, sale of assets,
sale or exchange of stock, or otherwise; provided
that any such issuance is approved by the Board of
Directors, and, at the time of such issnapnce, the
aggregate of that issuance and similar {gsuances in
the preceding twelve (12) month period shali not
exceed two percent {2%) of the then-outstanding
Conmon Stock of the Corporation (assuming full
conversion and exercise of all convertible and
exercicahble securitiesy; or

shares of Series A Convertible Preferred Stock
issued for a purchase price of at least $1 per share

9
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L]

within ninety {30} days of the Series A Orginal
B Issue Date.

iy  DNo Adiustment of Sexigs & Conversion Price. No adjustment in
the Series A Conversion Price shall be made as the result of the issnance of Additiona] Shares of
Conumon Stock, ifs (a) the consideration per share (determined pursuant to Section S(AYVY) for
such Additional Shares of Common Stock issued or deemed to be issued by the Corporation is
equal to or greater than the applicable Series A Conversion Price in effect immediately prior to
the issuance or deemed issuance of such Additional Shares of Comunon Stock, or (b) prior to
such issuance or deemed issuance, the Corporation receives writien notice from the holders of at
least a majority of the then-outstanding shares of Series A Convertible Preferred Stock agreeing
that no sueh adjustment shall be made as the result of the issuange or deerned issusnce of such
Additional Shares of Commmon Stock.

(iii) cmed dif e

{4)  If the Corporation at any time or from time to time aftcr the
Series A Qriginal Issue Date shall issne any Options or Converiible Securities (exclnding
Options or Convertible Securities that, upon cxercise, conversion, or exchange thereof, would
entitle the holder thereof to receive Exernpted Securities pursvant to Sectiogs (WD, (IT),
U0, (1Y), or (W) or shall fix a record date for the determination of holders of any class of
securities entitled to receive any such Options or Convestible Securities, then the maximum
number of shares of Corupon Stock (as set forth in the inskrument relating thereto, assuming the
satisfaction of any conditions to exercisability, convertibility, or exchangeability but without
tegard to any provision contained ftherein for a subsequent adjustment of such number) issuable
upon the exerciee of such Options or, in the case of Convertible Securities and Options therefor,
the conversion or exchange of such Converiible Securities, shall be desmed to be Addifional
Shares of Common Stock issued as of the time of such i8sne or, in ¢ase sitch a record date shall
have been fixed, as of the close of business on such record date.

(B) If the terms of any Option or Convertible Security, the
issuance of which resulted ig an adjustment to the Series A Comversion Price pursuant to the
terms of Segtion S(G)iv) below, are revised (either antomatically pursuent to the provisions
contalned therein or as 2 result of an amendment to such terms) to provide for either (1) any
increase or decrease in the number of shares of Common Stock issuable npon the exercise,
couversion, or exchange of any such Option or Convertible Security or (2) any increase or
decrease in the copsideration payable fo the Corporation upon such exercise, conversion, or
exchange, then, effective upon such increase or decrease becoming effoctive, the Serias A
Conversion Price computed upon the original issue of such Option or Convertible Security (or
upon the ocenrrence of a record date with respect thereto) shall be readjusted to such Serdes A
Conversion Price as would have obtained had such revised terms been in effect upon the original
date of issuance of such Option or Convertible Security. Notwithstanding the foregoing, no
adjustment pursuant to this clause (B) shall have the effect of increasing the Series A Conversion
Price to an amount that exceeds the lower of (i) the Series A Conversion Price on the original
adjustment date, or (ii) the Series A Conversion Price that wonld have resulted firom any
issuances of Additional Shares of Common, Stock between the original adjustoent date and such
readjostent date.
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{(C) X the ferms of any Option or Convertible Security
*  (excluding Options or Convertible Securities that, upon exerciss, convetsion, or exchange
thereof, would entitle the holder thereof to receive Exempted Secnrities purspant to Sectiops
S(AENINAY, (D, (1D, (IV), or (V)), the issnance of which did not reselt in an adjustment to the
Series A Conversion Price pursvant to the terms of Section S(d)(iv) below (either because the
consideration per share (determined pursuant to Sectiog S(d)(v) hereof) of the Additional Shares
of Commen Siock subject thereto was equal to or greater than the Series A Conversicn Price
then in effect, or because such Option or Convertible Security was issued before the Series A
Original Issue Date), are revised after the Series A Original Issue Date (either automatically
pursuant to the provisions contained therein or as 2 result of an amendment to such terms) to
provide for ejther (1) any incrcase or decrease in the number of shares of Common Stock
issuable upon the exercise, conversion, or exchange of any such Option or Convertible Security
or (2) any increase or decrease in the consideration payable to the Corporation upon such
exercise, conversion, or exchange, then such Option or Convertible Security, as so amended, and
the Additional Shares of Common Stock subject thereto (determiined in the manner provided in
Section S(AIA) sbove) shall be desmed to have been issued effective upon such increase or
decrease becoming cffective.

(D> Upon the expiration or termination of any uncxercised
Option or unconverted or uncxchangcd Convertible Security that resulted (either upon its
original issuance or upon a revision of its terms) n an adjustment to the Serfes A Conversion
Price pursnant to the terms of Section S{@)(iv) below, the Series A Conversion Price shall be
readjusted to such Series A Conversion Price as would have obtained bad such Option or
Convertible Security never been issued.

vy  Adjusimens of Serics A Conversiop Price Upon Issuance of
Additonat Shares of Common Stogk. If the Corporation shall at any time after the Sexies A

Original Issue Date issue Additional Shares of Common Stock (ineluding Additional Shares of
Commen Stock deemed to be issued pursuwant to Sestion S(A)iii)), without consideration or for a
consideration per share less than the applicable Series A Conversion Price in ¢ffect immediately
prior to such issue, then the Series A Conversion Price shall be reduced, concu:rcntly with such
issue, to the consideration per share received by the Corporation for such issue or deemed issne
of the Additional Shares of Common Stock; provided that if such issuance or deemed issuancs
was without consideration, then the Corporation shall be deemed fo have received an aggregate
of $.001 of censideration for all such Additional Shares of Common Stock issued or deemed to
be igsued,

(v)  Detenuination of Considergijon. For putposes of this Section 5(4),

the consideration received by the Corporation for the issue of any Additional Shares of Commmon
Stock shall be computed as follows:

11
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{A)  Cash snd Property: Such consideration shall:

@ insofar as it consists of cash, be compured at the
aggregate amount of cash received by the Corporation,
excluding amounts paid or payable for accrued interest;

(I}  ipsofar as it consists of property other than cash, be
computed at the fair market value thereof at the time of
such issue, ns determined in good faith by the Board of
Directors of the Corporation; and

(I)  if Additional Shares of Comumon Stock arc issued
togethier with other shares or securities or other assets of the
Corporation for consideration that covers both, be the
propottion of such consideration so received, computed as

provided in glguses (I) and (II) above, as determined in
good faith by the Board of Directors of the Corporation,
(B)  Qptions and Convertible Secyrities. The consideration per
ghare received by the Corporation for Additional Shares of Common Stock deemed to bave been
issued pursuant to Section 3(Q)iil), relating to Options and Convertible Securities, shall be

determined by dividing

(1) the fotal amownt, if any, received or receivable by
the Corporation as consideration for the issue of such
Options or Convertible Secoritics, plus the minimum
aggregate amount of additional consideration (as get forth
in the instruments relating thereto, without regard to any
provision contained therein for a subsequent adjustment of
sueh consideration) payable to the Corporation upon the
exercise of such Options or the conversion or exchange of
such Convertible Securities, or in the ¢ase of Options for
Convertible Securities, the exercise of such Options for
Convertible Securities and the conversion or exchange of
such Convertible Securities, by

(I)  the maximurn mumber of shares of Common Stock
(as set forth in the instruments relating thereto, without
regard to any provision contained therein for a subsequent
adjustment of such nurober) issuable upon the exercise of
sich Opifons or the conversion or eéxchange of such
Convertible Securitics.

(D) Multiple Closing Dates, If the Corporation shall issee on more

than one date Additional Shares of Common Stock that are a part of one tramsaction or a geries of

related fransactions and that would result in an adjustment to the Series A Conversion Price

pursuant to the terms of Section 3(A)iv) above, then, upon the final such issuance, the Series A
12
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. Conversion Price shall be readjusted to give effect to all such jssuances as if they occurred on the
date af the firet such issuance (and withiout additional giving effect to any adjushments a5 a result
of any subseguent issuances within such petiod).

(c)  Adjustment for Stock Splits and Combipatiogs. If the Corporation shall at
any time or from time io time after the Series A Original Issue Date effect a subdivision of the
ountstanding Comimon Stock without a comparable subdivision of the Series A Convertible
Preferred Stock or combine the outstanding shares of Series A Convertible Preferred Stock
without 2 comparable combination of the Common Stock, the Series A Conversion Price in
effect irumediately befors that subdivision or combination shall be proportionately decreased so
that the wmber of shares of Common Stock 1ssuable on conversion of each share of such seties
shall be increased in proportion to such increase in the aggregate number of shares of Commnon
Stock ontstanding or in proportion to such decrease in the aggregate number of shargs of Series
A Preferred Stock outstanding, as applicable. If the Corporation shall at any time or from time to
time after the Seties A Original Issue Date combine the outstanding shares of Conmmon Stock
without a comparable combination of the Series A Convertible Preferred Stock or effect a
subdivision of the outstanding shares of Series A Convertible Preferred Stock without a
comparable subdivision of the Common Stock, the Series A Conversion Price in effect
immediately before the combination or subdivision shall be proportionately increased so that the
nmmber of shares of Cotnmon S#ock issuable on conversion of each shars of auch serfes shall be
decreased in proportion to such decrease in the aggregate npumber af shares of Cotomon Stock
outstanding or in proportion to such increase in the aggregate nurber of shares of Senes A
Convertible Preferred Stock outstanding, zs applicable. Any adjustment under this snbsection
shall become effective at the close of business on the date the subdivision or corabination
becomes effective.

()  Adjustment for Cextain Dividends god Distributions. If the Corporation at
any time or from time to time after the Serics A Original Issue Date shall make or issue, or fix a
record date for the determinetion of holders of Conamon Stock entitled to receive, a dividend or
other distobution payable on the Common Stock i additional shares of Common Stock, ithen
and in each such event the Series A Conversion Price in effect impnediately before snch event
ghall be decreased as of the time of such issuance or, in the svent such 2 record date shall kave
been fixed, as of the close of business on such record date, by multiplying the Series A
Conversion Price then in effect by a fraction:

(1)  the nmmeraior of which shall be the total number of shares of
Lommeoen Stock issued and outstanding immediately pror 1o the time of such issnance or the
close of business on such record date, and

(2)  the denominator of which shall be the total pumber of shares of

Common Stock issued and outstanding immediately prior to the time of such issuance or the
close of business on such record date pilus the number of shares of Common Stock issuable in
payment of such dividend or distribution;

provided, however, that if such record date shall have been fixed and such dividend is not fully
paid or if such distribution is not fully made on the date fixed therefor, the Series A Conversion
Price shall be recomputed accordingly as of the close of business on such record date and

13
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thereafier the Series A Conversion Price shall be adjusted pursuant to this subsection as of the
time of actual payment of such dividends or distributions; and provided firther, however, that no
such adjustment shall be made if the holders of Serjes A Convertible Prefecred Stock
simuitaneously receive (i) a dividend or other disteibution of shares of Commoen Stock in 2
mumber equal to the number of shares of Comunon Stock as they would have received if all
outstanding shares of Series A Convertible Preferred Stock had been converted into Common
Stock on the date of such event or (ii) a dividend or other distribution of shaves of Series A
Convertible Preferred Stock that are convertible, 4s of the date of such event, into such number
of shares of Comamon Stock as is equal to the number of additional shares of Comuion Stack
being issued with respect to each share of Corumon Stock in such dividend or distribution.

(®  Adjustments for Qther Dividends and Distfbutions. If the Corporation at

any time or from time to time after the Series A Original Issue Date shall make or issue, or fix a
record date for the determipation of holders of capital stock of the Corporation entitled to
receive, a dividend or other distribution payable in securities of the Corporation (other than a
distribution of shares of Commeon Stock in respect of outstanding shares of Cominon Stock) or in
other property, then, and in cach such event, the holders of Series A Convertible Preferred Stock
ghall receive, simultaneously with the distribution to the holders of such capital stock, a dividend
or other distributien of such securities or other property in an amount equal to the amount of
such securities or other property as they would have received if all outstanding shares of Series A
Convertible Preferred Stock had been converted into Common Stock on the date of such event.

(h)  Adjugtment for Memer or Reorganization, efe. Subject to the provisions
of Section 4{c), if there shall ocour amy reorganization, recapitalization, reclassification,
eonsolidation or merger invelving the Corporation in which the Common Stock (but not the
Beries A Couvertible Preferred Stock) 1s converted into or exchanged for securities, cash, or
other property (other than a transaction covered by Sectigps 5(e), {f). oz {£)), then, following any
such reorganization, recapitalization, reclassification, consolidation, or merger, each share of
Series A Convertible Preferred Stock shall thereafier be convertible in lieu of the Comman. Stock
into which it was convertible prior to such event into the kind and amount of securities, cash or
other property that a holder of the sumber of shares of Commen Stock of the Carporation
issuable npon conversion of one share of Series A Convertible Preferred Stock immediately prior
to such reorganization, recapitalization, reclassification, consolidation, or merger would have
been entitled to receive pursuant to such fransaction; and, in such case, appropriate adjustrment
(as determined in good faith by the Board of Directors of the Corporation) ghall be made n the
application of the provisions in this Sectign 5 with respect to the rdghts and interests thercafter of
the holders of the Series A Conyertible Preferred Stock, to the end that the provisions set forth in
this Segtion 5 (including provisions with respect to changes in and other adiustments of the
Series A Conversion Price) shall thereafier be applicable, as nearly as regsonably may be, in
relation to any secusitics or other property thercafter deliverahle upon the conversion of the
Reries A Convertible Preferred Stock.

() Cerfificate as to Adiustnents. Upon the eceurrence of each adjustment or
readjustment of the Series A Conversion Price pursuant to this Section 5, the Corporation, at its

expenze, shall, as promptly ag reasonably practicable, but in any event not later than ten {10)
days thereafter, compute such adjustment or readjustment in accordance with the terms hereof
and furnish to each holder of Series A Convertible Preferred Stock a certificate setting forth such
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. adjustment or readjustment (including the kind and amount of secusities, cash or other property
" into which the Series A Convertible Preferred Stock is convertible) and showing in detail the
facts wpon which such adjustment or readjustment is based. The Corporation shall, as promptly
as reasonably practicable after the writlen reguest st any time of any Lolder of Series A
Convertible Preferred Stock (but in any event not later than ten (10) days thereafter), fumish or
cause to be firmished to such holder a certificate setting forth (1) fhe Series A Conversion Price
then in effect, and (ii) the number of shares of Common Stock and the type and amount, if any,
of other securities, cash, or property that then would be received upon fhe conversion of Series A

Convertible Preforred Stock.
@  Notice ofRecord Date. In the event:

(i) the Corporation shall take a record of the holders of its Coenmnon
Stock (or other stock or securities at the iime issuable wupon conversion of the Series A
Convertible Preferred Stock) for the purpose of entitling or enabling them to receive any
dividend or other distribution, or to receive any right to subscribe for or purchase any shares of
stock of any class or any other securities, or to receive any other right; or

(i) of any capital reorgapization of the Corporation, . any
reclassification of the Common Stock of the Corporation, or any Deemed Lignidation Event; or

(i) ofthe voluntary or involuntary dissolution, liquidation, or winding-
up of the Corporation,

then, and in each such case, the Corporation will send or cause to be sent to the holders of the
Series A Convertible Preferred Stock a notice specifying, as the case may be, (1) the record date
for such dividend, distribution, or right, and the amount and character of such dividend,
distribution, or right, or (i) the effective date on which such reorganization, reclassification,
consolidation, merger, transfer, dissolution, liquidation, or winding-up is propoesed to take place,
and the time, if any is to be fixed, as of ‘which the holders of tecord of Commen Stock {or such
other stock or gecurities at the time issuable upon the conversion of the Series A Converiible
Preferred Stock) shall be entitled {o exchange their shares of Common Stock (or such other stock
or securities) for securities or other property deliverable upon such reorganization,
reclassification, censolidation, merger, transfer, dissclution, liquidation, or winding-up, and the
amount per share and character of such exchange applicable to the Serfes A Convertible
Preferred Stock and the Commen Stock. Such notice shall be sent at least ten (10) days prior to
the record date or effective date for the event specified in such notice. Any notice required by
the provisions hereof to be given to 2 holder of shares of Series A Convertible Preferred Stock
shall be deemed sent o such holder if deposited in the United States meil, postage prepaid, and
addressed to such holder at his, her, or its address appearing on the books of the Corporation,

(&  Limitstion on Conversion. In no event ghall any holder be entitled to
convert any share of Series A Convertible Preferred Stock, nor shall the Corporation have the

obligation to convert such share to the extent that, afier such eonversion, the sum of (i) the
number of shares of Common Stock beneficially gwned by any holder and its affiliates (other
than shares of Common Stock which may be deemed beneficially owned through the ownership
of the unconverted portion of the Sedies A Convertible Preferted Stock or any unexercised right
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. held by any bolder subject to a similar Hinitation), and (ii) the number of shares of Cominon

" Stock issuable upon the conversion of the shares of Series A Convertible Preferred Stock with
respect to which the determination of this proviso 15 being made, would result in beneficial
ownership by any holder and its affiliates of more than 4.99% of the outstanding shares of
Common Stock (afler taking into account the shares to be issued to the holder upon such
conversion). For purposes of this Sectiop 5(d), beneficial ownership shall be determined in
accordance with Section 13(d) of the Securities Exchange Act of 1934, as amended, Nothing
herein shall preclude the holder ftom disposing of a sufficient number of other sharss of
Common Stock beneficially ¢wned by the holder so as to thereafter permit the continued
convezrsion of the shares of Series A Convertible Preferred Stock.

6. Mandafory Convergion  The Corporation shall have the conversion rights as
follows:

a. If, at any time after the Effective Date (as such term is defined in Seqfion 9
below), (i) the Closing Price on the Common Stock of the Corporation equals or exceeds $2.00
per share for a period of twenty (20) conscentive Trading Days apd (3i) the Corporation’s
Common Stock has an average trading volume in excess of 100,000 shares per Trading Day for
the same twenty (20) Trading Days (the “Mandatory Conversion Date™), the Corporation imay
convert the shares of Series A Convertible Preferred Stock into registered shares of Comumon
Stock of the Corporation based on the Fixed Conversion Price.

b. ATl holders of record of shares of Seres A Convertible Preferred Stock
shall be given written notice of the Conversion Date and the place designated for moandatory
conversion of all such shares of Series A Convertible Preferred Stock pursuant to this Section 6.
Such notice need not be given in advance of the gccurrence of the Conversion Date. Such notice
shall be semt by first class or rcgistered mail, postage prepaid, or given by electronic
communication in compliance with the provisions of the Florida Business Corporation Act, to
each record holder of Series A Convertible Preferred Stock. Upon receipt of such notice, each
holder of shares of Servies A Convertible Preferred Stock shall swrender his, her or its
certificate(s) for all such shares to the Corporation at the place designated in such notice, and
shall thereunder receive certificates for the number of shares of Common Stock to which such
holder is entitled pursuwant o this, Section §. On the Conversion Date, all outstanding shares of
Series A Convertible Preferzed Stock shall be deetned 1o have been converfed into shares of
Common Stock, which shall be desmed to be outstanding of record, and all rights with respect to
the Series A Convertible Preferred Stock so converted, including the rights, il any, to receive
notices and to vote (other than as a holder of Common Stock), will texmainate, except the right of
the holders ther=of, upon surrender of their certificate(s) therefor, to receive certificates for the
mumber of shares of Common Stock into which such Series A Convertible Preferred Stock has
been converied, and payment of any declared but unpaid dividends thercon. If so required by the
Corporation, cextificates smwrendered for copversion shall be endorsed or accompanied by
written instrument(s) of transfer, in form satisfactory 10 the Corporation, duly executed by the
registered holder or by his, her or its aftorney duly anthorized in writing. As soon as practicable
after the Conversion Date and the sumender of the certificate(s) for Series A Convertible
Preferred Stock, the Corporation shall cause to be issued and delivered to such holder, on his, her
or its written order, a certificaie or certificates for the number of finll shayes of Common Stock
issuable on such Conversion in accordance with the provisions hereof.
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c. All certificates evidencing shares of Series A Convertible Preferred Stock
" that ate tequired to be surrendered for conversion in accordange with the provisions hereof shall,
from and after the Conversion Dats, be deemed to have been retired and cancelied and the shares
of Series A Convertible Preferred Stock represented thereby convetted into Common Stock for
all purposes, notwithsianding the failure of the holder(s) thereof to surrender such certificate(s)
on or prior to such date. Such converted Series A Convertible Preferred Stock may not be
reissued as shares of such Series, and the Corporation may thereafier take such appropriate
action (without the need for stockholder action) as may be necessary to reduce the authorized
munber of shares of Series A Convertible Preferred Stock accordingly.

7 Redemption.

a. Opfions] Redemption. The Corporation shall not at any time have the
right at its election to ¢all or to redeemm all or any shares of Sexies A Convertible Preferred Stock.
Upon the ccewrence of a Change in Control Event (as defined below), the holders of at least a
majority of the then-outstanding shares of Series A Convertible Preferred Stock, veting together
as a single class, may elect, at agytime within twenty (20) days after the occurrence of the
Change n Conirol Event (the “Redemption Period™), to cause the Corporation o redeem all, or
& portion, of the Series A Convertible Preferred Stock by delivering wriltenm notice to the
Corporation (the “Redemption Notice™). The Redsmption Notice shall specify the holders that
have electad to have his or its Series A Convertible Preferred Stock redeemed and the number of
shares that cach such holder is electing to have redeemed (¢ollectively, the “Redeemed
Shares"). The Corporation shall provide notice to the holders of the Seriss A Convertible
Preferred Stock, or the Prefeited Stock Representative, if any, within three (3) days of the
occurrence of the Change in Control Event. Within twenty (20} days of receipt of a the
Redemption Nofice, the Carporation shall redeem the Redeemed Preferred Stock using fimds
legally available therefor.

b. Redemption Price and Pavment. The Serss A Copvertible Preferred
Stock to be redeemed on the Redemption Date shall be redeemed by paying for each share cash

in an amount equal to (a) the Stated Value per share of each such share plus (b) an amount equal
to the total amount of (i) all dividends accrued and unpsid on each such share to the date such
share is redeemed, whether or not declared, and (ii) all other dividerds dectared and wipaid on
each guch share through the date of actual redernption (the “Redemption Price™). Such payment
shall bs made in fill on the Redemption Dafe to the holders entitled thereto with respect to their
shares being redeemed on such date. If the funds of the Corporation legally available for
tedemoption of Series A Convertible Preferred Stock on the Redemption Date are insufficient to
redeem the number of shares of Sexies A Convestible Preferred Stock required under this Section
Z to be redeemed on such date, those funds which are legally gvailable will be used to redeem the
shares of Series A Convertible Preferred Stock to be redeemed on the Rederyption Date and the
maxirgym possible number of such shares of Serfes A Convertible Preferred Stock ratably if the
funds of the Corporation legally available therefor are insufficient to redeem all shares of Series
A Convertible Preferred Stock. At any time thereafter when additional fimds of the Corporation
become legally available for the redemption of Series A Convertible Preferzed Stock, such funds
will be used, at the end of the next succeeding fiscal guarter, t¢ redeem the balance of the shares
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of Series A Convertible Preferred Stock which the Corporafion was theretofore obligated to
redeem, ratably.

c.  Redemption Nofice by the Corporatiop. At least twenty (20) but not
more than thirty (30) days prior to the Redemption Date, written notice (the “Corporation
Redemptiion Notice™) shall be given by the Corporation by majl, postage prepaid, by reputable
overnight delivery service, or by facsimile transmisston, to each holder of record (at the cloge of
busimess on the business day next preceding the day on which the Redemption Notice iz given)
of shares of Series A Convertible Preferred Stock notifying such heolder of the rederption and
specifying the Redemption Price, Redemption Date and the place where the said Serics A
Redemption Price shall be payable.

d. Sumender of Certifjcates. On or before the applicable Redemption
Date, each holder of sharzs of Seriss A Convertible Secured Siock to be redeemed on such
Redemption Date, unless such holder has exercised his, her or its right fo convert such shares ag
provided in Section X hereof, shall surrender the certificate(s) representing such shares to the
Corporation., in the manner and af the place designated in the Corporation Redemption Notice,
and thereupaon, the Redemption Price for such shares shall be payable to the order of the person
whose name sppears on such cerfificate(s) as the owner thercof, and each surrendered certificate
ghall be canccled and retired.

e. Redeemed or Otherwise Acquired Shares. Any shares of Series A
Convertible Preferred Stock that are redeemed or otherwise acquired by the Corporation or any
of its subsidiaries shall be antomatically snd immediately cancelled and shall not be rejssued,
sold or ransferred. Neither the Corporation nor any of its subsidiaries may exercise any voting
or other rights granted to the holders of Series A Convertible Preferred Shaves following
redemption,

8. Wajver. Any of the rights, powers, or preferences of the holders of Series A
Convertible Preferred Stock set forth herein may be waived by the affirmative consent or vote of
the holders of at least a majority of the ghares of Serjes A Convertible Prefomred Stock then
outstanding.

9. Definitions. As used herein, the following terms shall have the following
meanings:

) a, “Affiliate” means with respect 1o any individual, corporation, partnership,
association, trust, or any other entity (in each case, a “Person”), any Person that, directly or
indirectly, Controls, is Controlled by, or is under common Control with such Person, includimg
without limitetion, any general partner, executive officer, or director of such Person or any
holder of ten percent or more of the outstanding equity or voting power of such Person.

b. “Change ip Control Event” shall mean 2 fransaction or a series of telated
transactions which result in a Person and Affiliates of such Petson, other than the Founders (as
defived in the Securitios Purchase Agreement), acquiring, in the aggregate, 50.1% or more of the
Corporation’s cutstanding voling securities.
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o, “Ciass B Warranis” means warranis for the chas the
] ‘ ur
gorporatlon’s_c_ommop Stock having the same terms, conditjons, and exarciseppricc a: thce)fc.lass
Warrants originally issned pursnant 1o the Securities Purchase Agraament.

L1

d. "Closing  Price” for any day means: (i) the last reported s i
regular way of th_c Conm}on Stock on such day on the principal ggcurities exchi;;;: on ﬁiﬁcgﬁ;
Common Stock is then listed or admitted to trading or on Nasdag, as applicable, (i) if no sale
takes place on such day on. any such seouritiss exchange or system, the average of’the closing bid
and asked prices, regular way, on such day for the Common Stock as officiaily quoted on any
such securities axcl;angc or systera, (iii} if on such day such shares of Common Stock ares not
then listed or admitted to trading op any securitics exchange ot system, the last reported sale
price, regular way, on such day for the Common Stock in the domestic over-the-counter market
a8 x?pox_ted by the National Quotation Bureaw, Incorporated, or any other successor organization,
ar (iv) if no sale iakes place on such day, the average of the high and low bid price of the
Shares on such day in the domestic over-the-counter market as reported by the National
Quotation Burean, Incorporated, or any other suceessor organization, or (v} if no bid and asked
prices are reported for the Common Stock by the Nationa! Quotation Bureau, Incoxporated or
any other successor organization for such day, the average of the high and low bid and asked
price of any of the market makers for the Common Stock as reported in the "pink sheets” by
the Pink Sheets LLC, If ai any Sme such shares of Common Stock are not listed on any
domestic exchange or quoted in the NASDAQ System or the domestic over-the-counter market
or teported in the “pink sheets,” the Closing Price shall be the fair market valne thereof
determined by an independent appraiser selected in good fiith by the Board of Directors of the

Corporation.
«Common Stock” means shares of the Corporation’s common stock, par

Gl
value §0.001 per share.
cans i i direct
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that would be deemed to be a person under Section 13(d)(3) of the Securities Exchange Act of
1534, as amended.

k. “SEC” means the United States Securitizs and Exchange Commission.
L “SEC Rule 144" meang Rule 144 promulgated by the SEC under the
Securities Act.

m. “Secnriifes Act™ meapns the Securities Act of 1933, as amended, and the
rules and regulaiions promulgated therennder,

. “Securities Purchase Agreement” means the Securities Purchase
Agreement dated on or about 2005, by and between the Corporation, Telzuit
Technologies, Inc., Telzuit Technologies, IL.L.C, Michael J. Vosch, James P. Tolan, and Don
Sproat, and each of the persons listed on Exhibif A attached thereto purchasing Series A
Convertible Prefetred Stock.

0. “Subsidizry” sball mean any corporation, association, partnership, limited
lizbility company or other business entity of which more than fifty percent (50%) of the total
voting power is, at the time, owned or controlled, directly or indirectly, by the Company or one
or more of the other Subsidiaries of the Company or & combination thereof.

P- "Trading Day" means a day on which the securities exchange,
association, or guotation system en which shares of Common Stock are listed for trading shall
be open for business or, if the shares of Common Stock shall not be listed on such exchange,
associatioy, or quotation system for such day, a day with respect to which trades in the United
Siates domestic over-the-counter market shall be reported.

IN WITNESS WHEREOQF, this Ceriificate of Designation has been executed by a duly
authorized officer of the Corporation on this22 day of June, 2005. ,

TAYLOR

By:
Name: Dén Sproat
Title: ChiefExecutive Officer
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