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o o
ARTICLES OF AMENDMENT e
10 i B
ARTICLES OF INCORPORATION SE .
OF e
PENTHOUSE INTERNATIONAL, INC, ::q = o
— T
CERTIFICATE QF DESIGNATION OF PREFERENCES AND RIGHTS OF % ;T,' _:_
SERIES E CONVERTIBLE PREFERRED STOCK SRRy
OF .
PENTHQUSE INTERNATTONAL, INC. j
a Florida corporation

The undersigned, Chatles L. Samel and Stephen A. Weiss, certify that:

1. They are the duly acting Executive Vice President and an Assistant Secretary, respectively, of
PENTHOUSE INTERNATIONAL, INC.,, a corporation orgarized and existing under the Corporation
Code of the State of Florida (the "Corporation').

2. Pursuant to authority conferred upon the Board of Directors by the Axticles of Incorporation of
the Corporation, and pursuant to the provisions of Section §07.0602 of the Florida Statutes, said Board of
Dircctors, pursuant to & meeting held July 9, 2004, adopted & resolution establishing the rights,
preferences, privileges and restrictions of, and the mumber of shares comprising, the Corporation’s Series
E Convertible Preferred Stock, which regolution Is as follows:

RESOLVED, that a series of Preferred Stock in the Comporation, having the rights, preferences,
privileges and restrictions, and the number of shares constitiuting such series and the designation of such
series, set forth below be, and it hereby i3, authorized by the Board of Directors of the Corporation
pursuant to authority given by the Corporation's Articles of Incorporation.

NOW, THEREFQORE, BE IT RESQLVED, that the Board of Directors heraby fixes and
determines the Determinations of, the mumber of shares constituting, and the xights, preferences,
privileges and restrictions relating to, a new series of Preferred Stock as follows:

{a) Determinagion. The series of Preferred Stock is hereby designated Series E Convertible
Preferred Stock (the “Series E Preferred Stock™).

) Authorized Shares. The number of authorized shares constituting the Series E Preferred
Stock shall be twenty seven thousand five hundred (27,500) shares of such series,

(© Dividends. Until such date (the “Effective Date™) as a regisiration statement covering the
Common Stock issuable upon conversion of the Series B Preferred Stock, certain additional shares of
Common Stock purchased on the [ssue Date from an affiliate of the Corporstion, and other shares of
Common Stock issuable upon exercise of certain warrants issned on the Issue date to the Holder of the
Series E Preferred Stock (collectively, the “Registrable Securities™), on Form S-1 or otber applicable
form for registering securities under the Securities Act of 1933, as amended (the “Registration
Seasement™) shall have been declared effective by the Securities and Exchange Commission, each Share
of Series E Preferred Stock shall pay 2 mandatory monthly dividend, at an annual rate equal to the
product of multiplying (i) the $100.00 per share Series E Purchase Prics, by (ii) 5.0%. Such dividend
shall be pavable monthly in arrears in cash. . From and after the Effective Date of the Registration
Statement, no further mandatory dividends shall be payable on the Series E Preferred Stock., Subject to
the pricr nights of holders of all classes of stock at the time outstanding having prior cighte as to
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dividends, the holder of the Sexies B Preferred Stock shall be euti?lcc_l In veceive, wl_lc.n, as and if
declared by the Board of Directors, out of any agsets of the Corperation legally a‘:rmlablc
therefor, such dividends as may be declared fom time ta thne by the Board of Directors.

(d)  Liguidation Frefersyce.

(i)  Preference upon Liquidation, Dissolution or Winding Up. In the event of
any dissolution or winding up of the Corporation, whether voluntary or inveluntary, holders of
each cuistanding shere of Series E Preferred Stack shall be entitled to be paid first out of the
assels of the Corporation available for distribution to shareholders, wheihier such assels are
capital, surplis or earnings, an amownl equal to $100.00 (the “Series E Purchase Price”) per
share of Series E Preferred Stock held {as adjusted for any stock splils, stock dividends or
recapitalizations of the Scries £ Preferred Stock) and any declared but unpaid dividends on such
share, (A) afier all payments shall be pade ta the holders of any outstanding shaves of Series C
preferred srock, $0.0025 par value per share and $10.00 liguidation valae per shexe (the “Serdes
C Preferred Srock), (B) pari passu and contemporanesus with any payments that are.required lo
be made to the holders of any outstanding shares of (%) Series A preferred stock, $0.0025 par
value per share and $1,000.00 l{quidation value per share (the “Serfes 4 Preferred Stock), (y)
Series B preferred stock, $0.0025 par value per share and $1,000.00 liquidation value per share
(the “Series B Preferred Stock), and (2} Series D preferred stock, $0.0025 par value per share
and $1.00 liquidation value per share (the “Series D Preferved Stock), and {C) before any
payment shall be made to the holders of the Common Stock, or any other stock ol the
Corporation ranking junior to the Serjes E Preferred Stock will regard 1o any distribution of
assets upon liquidation, dissolution or winding up of the Corporation in accordance with clause
{v) of tiis paragraph (d). The holders of the Series E Preferred Stock shall be entitled fo share
ratably, in accordance with the respective preferential amounts payable on such stock, in any
distribution whicl is not sufficient w pay in full the aggregate of the mnounts payable thereon. I,
upon any liquidation, disselutien or winding up of the Carporation, afier priority payments made
in respeet of the Series C Preferred Stock and partial pari passu payments mads in respect of the
Senes A Preferved Stock, Series B Preferred Stock and/or Scries D Preferred Stock, the
remaining assets io be distributed to the holders of the Series E Freferred Stock shall be
insufiicient to perenit payment to such holders of the Series B Preferred Stock of the full
preferential amounts aforesaid, then all af the remaining assets of the Corparation available for
distribution to sharehalders shall be distributed to the holders of utsianding shares of the Series
A Preferred Stock, Series B Preferred Steck, Series D Prafarred Stock and Series E Preferred
Stack, on a pro-rata basis. Each holder of the Series E Praferred Stock shall be entitled ta
receive that portion of the assets available for distribntion as (he number of cutstanding shares of
Series E Preferred Stock held by such holder bears 1o the total number of shares of Series B
Preferred Stoek. Such payment shall constitute payment in. full Lo the halders of the Series B
Preferred Stock upon the Lquidation, dissolution or winding vp of the Corporation. Afier such
payment shall have been made in f)l, or funds nccessary for such payment shall have been set
aside by the Corporation in trust for the account of the holders of Series B Proferred Stock, so s
1o be available for such payment, such halders of Series E Preferred Stock shall be entitled to no
further participation in the dietribution of the assets of tie Corporation.

(i) ;’anso!idatiwr, Merger and Othey Corporate Events. A consolidation or
merger of e Corporation (excapt into or with a subsidiary catporation or a corporation

WO2-LALSNTOABEL95.D -2-
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otherwise affiliated with The Molina Vector Invesiment Trust or any other affiliate .of Dr_. ;.L1is
Enrique Molina G.) or a sale, lease, morigage, pledge, exclange, transfcrlor other disposition of
all or substantially all of tne assets of the Corporation or any reclassification of the stock of the
Corporation (other than a change in par value oy from no par fo par, or from par to no par or as
the regult of an event described in subsections (iv) through (vii) of peragraph (D)}, shall.be.
regarded a5 a Miquidation, dissolution or winding up of the affairs of the Corporation within the
meaning of this paragraph (@). In no event shall the issnance of new classes of stocl;, wh_e:ﬂnzr
senior, junior or on a parity with the Series E Preferred Stock, be deemed 2 “veclassification’

under or otherwiss limited by the terms hereol

(i)  Distribution of Cash and Qrher Assets. In the event of a liguidatian,
dizsolution or winding up of the Corporalion resulting in (he availability of assets other than cash
for distribution to the holders of the Series E Preferred Stock, the holders of the Series B
Preferred Stock shall be entitled to a distribution of cash and/or asséts equal to the value of the
liquidaijon preference stated in subsecton (i) of this puragraph (d), which valualion shall be
mede solely by the Board of Directors, and provided that such Board of Directors was acting in

good faith, shall be conclusive.

(V) Distribution to Junior Security Holders. After the payment or distriburion
ta the holders of the Series E Preferved Stock of the full preferential amounts aforesaid, the
holders af the Common Stock then outstanding, or any other stock of the Corporation ranking 25
to assets upon liquidation, dissolulion or winding up of the Corporation junior to the Series E
Preferrad Stock, shall be entitied 1o receive ratably all of the remaining assets of the Corporation.

) Preference: Priarity. Beferances to a siock thut is “senfor’’ 10, an a
“pariny” with or “junior” to other stock as to liguidation siall refer, respectively, to rights af
priority of one series or class of stock over another wy the distribution of assets on any
figuidarion, dissclution: or winding up of the Corporation, The Series E Prefered Slock shall be
senior to the Commen Stock of the Corporation, sepior to any subsequent series of Preferrad
Srock issued by the Corporation, junior to the Corporaticn's Series C Preferred Stock and pari
passu with the Corporation's outstanding Series A Prefarred Stock, any sbares of Serjes B
Preferred Stock issued subsequent ta (e date hereof, and the Corporation’s outstanding Sexies D
Preferred Stock.

- (®  Voting Rights. Except as otherwise required by law, the halder of shares of
Series E Preferred Stock shal) not have the right to vole on matters that come before the
sharehaolders.

Cooversion Rights. The holders of Sexies B Preferred Stock will have the
fallowing conversion rights:

(1) Right to Canvert. Subject to and in compliance with the provisions of this
paragraph (f), any issued and outstanding shares of Series E Preferced Stock may, at the optian of
the holder, be canverted at any time ar irom rime to time into futly paid and nonassessable shares
of Cormmen Stock at the conversion rate in effect at the time of conversion, dstermined as
provided herein; pravided, thar a holder of Series E Preferred Stock may at any given time
convert only up to that number of shares of Series B Preferred Stock so that, ppon conversion,
the aggregste beneficial comership of the Corporation’s Commen Srock (ealculated pursuant to

WO A LSNTOAH4495 3 3
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Rule 13d-3 of the Securities Exchange Act of 1934, as amended) of such holder and all persens
affiljated with such holder is not more than 9.99% of the Corpozation’s Common Stock then

outstanding,

(i)  Mechanies of Convarsioir. Before any holder of Series E Preferred Stock
shall be eatitled to convert the same into shares of Common Stock, hie shall surrender and deliver
the cerlificate or certificates thersfor, duly endorsed, at the office of the Corporation or of auy
transfer agent for the Common Slack, and shall give wrinen natice to the Corporaticn at such
affice that he elects ta convert the same and shall state therein the number of shazes of Series E
Preferred Stock being converted (the “Conversion Natice™). Such Conversion Notice shall be
delivered either simultanaous with, or not sarlier than three (3) business days prior 1o, deliver of
the certificate ov certificates for canversion, as aforesaid. Thereupon, the Corporation shall
promptly issue and deliver at such office to such holder of Serfes E Preferred Stock o restificate
or certificates for the nurnber of shaces of Comunon Stock ta whick he shall be cntitled. Each
conversion of Series E Preferred Stock inte shares of Common Stock shall be deemed to have
been made immedigtely prior wo the close of buginess on the date of such surrender and delivery
of the shares of Series | Preferved Siock 1o be converled (each, a “Conversion Dale"), and the
person or persons entitled to receive the shares of Common Stock issuable upen such conversion
shall be {reated for all purposes as the record halder or halders of such shares of Common Stock

on such Conversion Darte.

(iliy  Conversion Price. The number of shares of Comtmon Slock into which
one share of Series E Preferred Stock shall be corvertible shall be determined by dividing the
$100.00 per share Series E Purchase Price by the then existing Conversion Price, as defined

bajow,

The "Conversion Price” shall equa) 110% af the “Market Value” of the Corporation’s
Common Stock on the “Issive Date" of the Series B Preferred Stock; provided, ltowever, in the
event that (x) more than one hundred and ~wenty (120) days shall have elapsed after the [ssue
Date, and (¥} as at the applicable Conversion Date of a conversion af all or a portion of the
Series E Preferred Stocly, the Market Value of the Comunon Stock shall be lass than 120% of the
Merker Value on the Issue Date, then end in such event, the Conversion Price shall be adjusted 1o
a price that shall equal eighty-fve parcent (85%) of the Market Value on tuch Conversion Date;
provided, ihat, except as otherwise pravided below (n this paragraph (£), in no svens shall such
Conversion Price be less than $0.11 per share (the “Floor Price), As used herein,

v the term “Issue Drate” shall mean (he date of initial issuimee of and payment for the
Series E Preferred Swock: and

. 1[1.; term “Market Value™ at any given dame shall mean the weighted average closing
prices of tl:c.Commfm Stack, as traded on the over-the-counter pink sheets, for the five
{3) cansecutive trading days immediaiely preceding the Issue Date or Canversion Date,
83 appiicable,

The foregoing Conversion Price shal] be subject to adjustrnent as set farth bejow in this
paragraph (0.

WO L ALEIT00844953 -4~
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Gv)  Adjustment upon Occurrence of an Event of . Defanlt. Tf an Event of
Defanlt oceurs, 2s defined in the Subseription Agresment for the Series B Prcfc:lred Stock, the
Conversion Price shall be reduced to ninety pereent (50%) of he Cenversion Price 'ther} in effect,
provided, however, i no event shall the Conversion Price be Jess than the Floor Price.

(v)  Adjustment jor Stock Splits and Combinations. If the Corporation sb:a]l at
any time, ar fram time Lo tine afer the date shares of (e Series E Preferred Stack are frat issued
(the "Qriginal Isste Dare"), offcct a subdivision of the nutstanding Common Stock, the
Conversion Price in effect immediately prior thereta shall be proportionalely decreased, and
canversely, if the Corporation shall at any time or from time {o time after the Original Jasue Date
combine the outstanding shares of Common Stock, the Conversioy, Price then in effect
immediately before the combination shall be proportionately increased. Any adjusirnent unr:ler
this paragraph. ()(iv) shall become effective at the clase of businoss on the date the subdivision

or combination becomes effective.

(vi)  Adjusiment for Certain Dividends and Distributions. In the event the
Corporation at any time, or from time to time alter the Original Issus Date, shall make of issuc,
or fix a record dare for the determination of holders of Common Stock entitled to receive, a
dividend or other distribufion payable in additional sbares of Common Siock, then and in each
such avent the Convarsion Price then in effect shall be decreased as of the time of such issuance
or, it the event such a record darte thall have heen fixed, as of the close of business on such
recard date, by multiplying the Conversion Price then in effect by a fraction:

{A)  the numerator of which shall e the total nunber of shares of
Comman Stock izsued and cutstanding immediately prior to the tme of such issuance or
the close of business on such record date, and

{B)  the denominator of which ghail be the total number of shares af
Common Stack issued and outstanding immediately prior to the time of such issuance or
the close of business on such record date plus the number of shares of Commen Steck
issuable in payment of such dividend or distribution; provided, however, 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 thercfoy, the Conversion Price shali be recomputed
ac?ordingly as of the close of business on such recard date aud thereafter, the Conversion
Price shall be adjusted pursuant to this paragraph (f)(v) as of the time of actual payment
of such dividends or distribuiians.

_ (vil) Adjustments for Other Dividends and Distribullons. In the event the
Corporation at any time or from time (o time afer (ha Qriginal [ssue Date shall make ov issue, or
ﬁ‘x 2 record date for the determination of holders of Common Stock entitled to receive. 2
dividend or other distribution payable in securities ol the Comoration other than shares of
Common Stock, then and in 2ach such svent provision shafl be made so thar the holders of such
Series E Preferred Stock shalf receive upon conversion theraof in addition to the number of
shares af Cormmen Stock recaivable thereupon, the armotnt of securities of the Corporatian that
they weuld have received has their Series E Preferred Stock been ¢onverted into Common Stock
on the date o such event and had thereafier, during the peried from the date of such event lo and
including the conversion date, retained such securities receivable by them as aforesaid during

WL A LENTOLKII05.2 ~5=
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such period giving application to all adjustnents called for during such period under this
paragraph. () with respect o the rights of the holders of the Series E Preferred Stock.

(vili) Adjustmants to Conversien Price for Cerain Diluting Issues.

(A)  Specia] Definitions. For purposes of this paragraph ()(vii), the

following definitions apply:

M "Gptions" shall mean rights, aptions, or warrants to
subscribe for, purchase or otherwise acquire cither Coramon Stock or Convertible
Scouritjes (defined below).

{ii) “Convertible Securities” shall mean any evidences

of indebtedness, sheres (other than Comrmon Stock and Series E Preferred Stock)
or ather securities convertible into or exchangeable for Common Stack

(ixi) "Additional Shares of Common Slock” shall mean
all shares of Common Stock issued (or, pursuant to paragraph (f(vii)(C), deemed
to be issued) by the Corporation afler the Original Issue Date; provided, that
“additional Shares of Common Stock” shall nor mean of inciede any shares of

Common, Stock issued or issuable:

1. upon conversion of shares of Series E
Preferred Stock;
2 to officers, divectors or employsses of, or

conzultants 1o, the Carporation pursuant 1o stack option or
stock purchase plans or agrecments on terms approved by
the Board of Directors, but not exceeding, at any ane time,
more than five (5%) percent of {he fully-dituted shares of
Common Stock then issned and cutstapding (net of any
repurchases of such shares), subject to adjustment for all
subdivisions and combinations;

3. {n connection with any acquisition, joint
venture or similar combination, ag fll or partial
constderation {or the assets, securiites or properties of any
other person, frin or corporatien, whether by purchase,
exchanpe, merger, consolidation or lilke combination;

4, as a dividend or distribution on Serics E
Preferred Stock; or

_ 5. for which adjustment of the Converston
Price ig made pursuant to paragzaphs (Bvi~(vi}.

B) (o adin vergsion Prce, Any provision herein \o the

contrary notwithstanding, no adjustment in the Conversion Price shall be made in respect

WO2-LA:LENTDE344935.3 -0~
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of the issuance of Additional Shares of Common, Stock unless th.c-consideration per share
(determined pursuant to parsgraph (D{vii)(E) hereof) for an Additional Share of_Comrpun
Stocl issued or desmed to be issued by the Corporation is less than the Conversion Price

in effiect on the date of, and immediately prior to such issue.

(C)  Deemed Issue of Additjenal Shares of Commeon Stock. In the
event the Corporation at any time or from time to time afier the Original Issue Date shall
issue any Optlons or Copveriible Securities or shall fix a tecord date for the
determination of liolders af any class of securiiies then entiiled o recejve any such .
Options or Convertible Securities, then the maxjmum number of shares (as set ;'orth in
the instrument relating thereto without regard to any provisions contained therain
designed ta protect against dilution) of Common Stock issuable upon the exercise of such
Options or, in the case of Canvertible Securjties and Options therefor, the conversion or
exchange of such Converiible Secunties, shall be deemed to be Additional Shares of
Common Stock issued as of the time of such igsue or, in case such, a record date shall
have been fixed, as af the close of business on such record date, provided forther that in
any such case in which Addjtional Shares of Common Stock are deemed o be issued:

Q) no further adjustments in the Conversion Price shall
be made upon the subsequent issue of Convertible Securities ot shares of
Common Stack upon the exercise of such Options or conversian or exchange of
such Convertible Secorities;

(if) if such Options or Convertible Securitics by their
terms provide, with the passage of time or otherwise, for any increase in te
consideralion payable 1o the Corporation, or decrease in the momber of shares of
Commeon Stoclk issuable, upon the exercise, conversion or exchange thereof, the
Conversian Price corpputed npen the original issue thereof (or upor the
occuwrrénce of a record date with respect {hereto), and any subsequent adjustments
based thereon, shall, upon any such increase or decrease becoming effective, be
recomtputed to reflect such increase or decrease insofar as it affects such Options
or the rights of conversian or exchangs under such Converlible Securities
(provided, however, that no such adjustnrent of the Conversion Price shall affect
gommon Stock previcusly issued upon conversien of the Serias E Preferved

tock);

(iii) Upen the expiration of eny such Options or rights,
the tenmination of any such riglts to convert or exchanpe, or the expiration of any
rights related to such Convertible Securities, the Conversion Price, to the extent in
any way affected by or computed using such Options or Convertible Securities
{unless sush Options or Convertible Securities were merely deemed to be
tncluded in the numerator and denominator for purposes of detevmining the
number of shares of Common Stock outstanding for purpases of (H(viiY(D)), shall
be recompuied to refleet the issuance of only the pumber of shares of Comeron
Stock (and Convertible Securities 1hat ramain in #{Tect) actually issued apon the
exercise of stieh Options or rights related w0 such Convertible Securities,

WoZ.LA TSN 05K4995.3 -7-
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(v} 00 readjustment purshant to clause (i) or (3i) above
shall have the effect of increasing the Conversion Frice to an amount which
exceeds the lower of (a) the Conversion Price on the original adjustment datf:,_ or
(b) the Conversion Price that would have resnlted fom any issuance of Additional
Shares of Common Stock betwesn the original sdjustment date and such

readiustment date.
D) justiien gnversion Prj (==K Ik
Shares of Cornmon Btock, 1n the svent this Corporation, at any time after the Qriginal

Tssus Date shall issue Additional Shares of Common Stock (including Additions] Shares
af Common Stock desmned to be issued pursuant to (f)(vii)(C)) without consideration or
for a consideration per share less than the Conversion Price in effect on the date of and
immediately prior 1o such issue, then and in such event, the Conversion Price shall be
rednced, concurrently with such jssue, to a price {caleulated 1o the nearest cent)
determined by multiplying the Canversion Price by a fraotion, the numerator of which
shall be the number of shares of Common Stock outstanding immodialely prior to such
issue plus the number of shares of Common Stock which the aggregate consideration
received by ihe Corporation for the otal number of Additienal Shares of Common Stock
so issued would purchase at the Conversion Price in effect irnmediately prior to such
issuance, and the denominatar of which shall be the uumber of shaxes of Comunon Stock
ourstanding immediately prior lo such issue plus the number of such Additional Shares of
Common Stock sa jssued. For the purpose of the above calculation, ths number of shares
of Common Stock owistanding tmmediately prior to sucl issue shall be calculated on 8
fully diluted basis, as if all shares of Series E Prefared Stoek and all Convertible
Securities had been fully converfad inio shares of Commeon Stock and any outstanding
warranis, optians or other rghts for the purehase of shares of stack or convertible
securities had been fully exercised (and the resulting securities fully converted into shares
of Comman Stock, if so convertibie) as of such date.

Dgterminaton of Consideration. For purposes of this paragraph

{D){vii}, the consideration received by the Corperation for the issue of any Addional
Shares af Commean Stack shall be computed as follows:

{i) Cash and Propery: Such consideration, shall:

1. msofar a5 it consists of casly, be computed at
the agaregate amount of cash received hy the Corporation
excluding amounts paid or payable for accrued interest or
aceryed dividends;

2, insafar as it cansists of property other than
cagh, be compuied at the fair value thereof at the time of
such issue, as determined in pood faith by the Board of
Directors; and

3. in the evenr Additiona] Shares of Common
Stock are issued together with other shares or securities or
niher assefs of the Corporation for cansideration which

WO A:LSI\I06U4495.1 -8-
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covers both, be the proportion of such cansideration so
received, computed os provided in clauses (1) and (2)
thove, a3 determined in geod faith by the Board of

Direerars.

{ii} Options and Converfile Sacurities. The -
consideration per share received by the Corporation for Additional Shares of
Coramon Stock deemed to have been issued pursuant to paragraph (£)(vii),
relating to Options and Convertible Securities shall be determined by dividing

L. the 1otal amount, if any, received or
receivable by the Corporation as consideration for the issue
of such Options or Convertible Securities, plus the
minimum aggregate amount of additional consideration (as
set forth in the instruments relating thereto, without regard
to any provision contained therein designed to protect
apabnst dilution) payable to the Corporation upan (he
exercise of such Options or the conversion or exchange of
such Convertible Securities, or in the case of Options for
Converlible Securitics, the exercise of such Oplions {or
Convertible Securities and the conversion or exchange of
such Convertible Securitics by

2. {lxe maximum nwmber of shares of Common
Staclk (a3 set forth in the instrumants relating thereto,
without regard to any provision contained therein designed
10 protéct 2zainst the dilution) issuable upan the exercise of
such Options or conversion or exchange of such
Convertible Securities.

(ix)  Adfustment for Reclassification Exchange or Substirution. If the Commnan
Stock issuable upon the conversion of the Sertes E Preferred Stock shiall be changed into the
same or 2 different number of shares of any class or classes of stock, whether by capital
rearganization, reclassification or otherwise (other than a subdivision or combination of shares or
stock dividend provided for abave, or a rearganizanon, merger, consolidation or sale of assats
provided for elsswhere in this paragraph (£)), then and in cach such event the holder of each
slfaarc of Series E Preferred Stock shall have the right thereafer (o convert such share into tle
kind mii wnount of shares of stoek and other securities and property receivable upon such
reargamzalion, reclassifieation or other change, by holders of the number of shares of Cornmon
Stock into which such shares of Serfes E Preferred Stock might have been converted
un‘medla.tely prior to such reorganization, reclassification, or charge, gl subject to further
adjusiment as provided herein.

‘ 3] Reorganization, Mergers, Consolidations or Sules of Assers. I at any time
or from time ta time there shall be a capital reorganization of the Commeon Stock (other than 2
subdivising, combination, reclassification or exchangr of shares provided for elsewhere in this
paragraph ()) ar a merger or consolidation of the Corporation with or into another corporation,
or the sale of ell or substautially all of the Corporation’s properties and assets to any other
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person, then, as a part of such reorganization, merger, consolidation or sale, pr.ovision sha{l be
made so that the holders of the Series E Preferred Stock shall thercafter be antitled to receive

upon conversion of such Series E Prefernved Stock, the numbar of shares of stock or other

secizities or property of the Corporation or of lhe successor corporation resulling from such

merper ar conselidation or sale, to which a halder of Commen Ytock deliverable upon
conversion wawld have been entitled on such capital rearganization, METger, consolidation or
sale, In any Such case, appropriate adjustment shall be made in the apphcanan of the provisions
of this paragraph (f) with respect to the rights of ihe holders olthe Senes: B Prefcm:_d Stock aftar
the reorganization, merger, conselidation or salc to the end that the provisions of this paragraph
(f) (including adjustment of the Conversion Price then in effect and the nurphcr af shares
purchasable upog conversion of the Series E Preferred Stock) shall be applicable after thal event

as nearly equivalent as may be practicable.

(xi}  Cerrlficate of Adjustment. In each case of an adjustment or readiustment
of the Conversion Price o the securities issuablz upon conversion of the Series E Prefecred
Stock, the Corporation ghall campute such adjustment or readjustment in accordance herewith
and the Corporation®s Chiel Financial Officer shall prepare and sign e certificate showing such
adjustment or readjustroent, and shal] mail such certificate by f{irst ¢lass mail, pastage prepaid, to
mach registered holder of the Series E Preferred Stock at the liolder's address us shown in the
Corporation's books. The certificate shall sel forth such adjustment or readjusiment, showing in
detail the facts upan which such adjustment or readjustment is based.

(xii} Notices of Record Daje, Tn ihe event of (A) any taking by the Corparation
of a record of the holders of any class or series of securities for the purpose of determnining the
holders thereof who are entitied to recejve zny dividend or other distribution or (B) any
reclussification or recapitalization of the capital stock of the Corporation, any merger or
consolidation of the Corporation or any transfer of all or substavtially all of the assets af the
Corporation lo any other corporaticn, sntity or person, or any velunfary or involuntary
dissolution, liquidation or winding up of the Corparation, the Corporation shall mail {o each
holder of Series E Preferred Stoclk at least 10 days prior to the recard date specified therein, a
notice specifying (1) the date on which aty such record is to be taleen for the purpose of such
dividend or distribution and a deseription of such dividend or disttibution, (2) the date on whioh
any such reorganization, reclassification, transfer, consolidation, merger, dissolution, liquidation
or winding up is expected to become effective and (3) the troe, if any is lo be fixed, as to when
the holders of record of Cornmon Stock (or other securities) shall be entitled io exchange their
shares, of Commou Stack {ar other securities) for securities ar other property deliverable upon
such reorganization, reclassification, transfer, consolidation, merger, dissolution, liquidation ar
winding up.

(xil) Fractional Shares. No Factional shares of Common Stock shall be issusd
upon converstan of the Seriex E Preferred Stock, Tn lieu af any fractional shares to which the
holder would otherwise be entitled, the Corporation shall pay cash equal to the product of such
fraction multiplied by the fair marker value of one share of the Corporarion’s Common Stock on
the date of conversion, as determined in good fajth by the Boeard of Dircstors.

_ {xiv} Resejvation of Siock Issuable Upon Conversion. The Comporation shall at
all times reserve and keep avaflable aut of its authorizad but unissued shares of Conunon Stock,
solely for the purpose of efferting the conversion of the shares o the Series E Preferred Stock,
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such number of its shares of Comnon Stoek zs shall from time to time be suiﬁfalent to effect the
conversion, of o] outstanding shares of Sexies B Preferred Stock, and if at any time the m.unbgr af
anthorized but unicsued shares of Comumon Stock shall not be sufficient to e.;'&‘eci lhe conversion
af 2l then outsianding shases of Series B Preferred Stocl, the Corporation will take such
corparate action, as may, In the opinion of it counsel, be nscessary to incraase its anthorized but
umissued shares of Coramon Stock to such number of shares as shzll be suficient for such

pitpose.

(xv) Notices. Any notice required by the provisions of this pacagraph (f) to be
given to the holders of shares of Serics B Freferred Stock shall be desmed given (A) if deposited
in the United States mail, postage prepeid, or (B) if given by any ather reliable or generally
accepted means (including by facsimile or by a nationally recognized overnight courier service),
in each case addressed to each holder of record at his address (or facsimile number) appearing an
tie books of the Corperation.

(xvi) Payment of Taxes. The Corporation will pay all transfer taxes and ather
goverpmenial tharges that may be imposed in respect of the issue or delivery of chares of
Commeon Stock upar conversion of shares of Serjes E Preferred Stock,

(xvil} Ne Dilution or Impairmeni. The Corporation shall not amend its Articles
of Incorporation or participate in any reorganization, trunsfer of asssts, cansolidetion, metger,
dissolution, issue or sale of securities or any other voluntary action, for the purpose of avaiding
or seeking to avoid the observance or performance of any of the terme ta be observed or
performed hereunder by the Corporation, without the approval of a majority of the then
outstanding Series B Preferred Stock.

() No Rejgsuance of Preferred Siock, Any shares of Series E Preferred Stock

acquired by the Corporation by reason of purchase, conversion or otherwise shall be canceled,
retired and eliminated fTom the shares of Series B Preferred Stock that the Corporation shall be
anthorized ta isspe. All such shares shall upon their cancellation become suthorized but
unnissued shares of Preferred Stock and may be reissued as part of a new series of Preferred Stock
subject to the conditions and restrictions on lssuance set forth in the Axticles of Incorporation or
in any certificale of Determination creating a sedies of Preferred Stock or any siwilar stock or as
otherwise required by law.

(B)  Severability. If any right, praference or limitation of the Series E Preferred Stock
_set ft_:rrh herein is Invalid, unlawful or incapsble of being enforced by reason of any rule, law or
px}blxc poJic?f, all other rights, preferencss and limitations set forth herein that can be given effect
without the invalid, unlewful or unenforceable right, preference or limitation shail neverthelass
reman in full foree and effeet, and no right, preference or limilation herein shall be deemed
dependent upen any other such dght, preference or limitation unless so expressad berein.

3 . The number of suthorized shares of Preferred Stock ofthe Corporation is 50,000,000, and
the number of shares of Sexies E Stock, none ofwhich has been issued, is 27,500.

[the balance of this page intentionally laft blank]
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Bach of the undersipned declares under penalty of perjury that the matlers set out in th:
foregoing Ceriificate are true of his own knawjedge. Executed in Los Angeles, California an
New York, New York on this 12% day of Tuly, 2004,
D4 Mp
amel
A .
NafpeHStephen A Weiss
Title: Assistant Sceretary
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