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FLORIDA I}EPARTMEN’I‘ ar BTA'EE
Cﬂandalﬂlﬂbod
Boerroetary of

May 25, 2005

H3 ENTERPRISES, INC.
300 INTERNATIONAL PRWY., ETE. 100
HEATHROW, FL 32746

SUBJECT: H3 ENTERPRISES, INC.
REF: PO3000128685 -

e racelved your aleatronically tranemitted document. Howaever, the
document hae not baen filed. Please make thé following correctionz and
rafax the completa document, including the electreonic filing covaer shaat.
Please change the title of the requast to Aréicles of Amendment.

If you have any questions concerning the flling of your document, pleage
call (B50) Z245-GR7B.

Alan Crum " FAR fud. #: RA500Q01320%6
Documant Specialist Latter Number: 605A00037738

-Division of Corporations - P.O. BOX 6327 “Tallahassee, Florida 32814
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ARTICLES OF AMENDMENT
SETTING FORTH THE RIGHTS, PREFERENCES, PRIVILEGES

AND RESTRICTIONS, WHICH HAVE NOT BEEN SET P o
FORTH IN THE CERTIFICATE OF INCORPORATION —e o
OR IN ANY AMENDMENT THERETO, 25 =
OF THE 2 re
SERTES A CONVERTIBLE PREFERRED STOCK A o
OF i
H3 ENTERPRISES, INC, L =
A
(Pursuant to Section 607.0602 of the Florida Business Corporation Act) g?_f’ @

[ aai

=

The undersigned, Christopher M. Swatiz, does hereby certify that:

A Ilo is the duly elected and acting President and Secretary of H3
Enterprises, Inc., a Flotida Corporation (the “Corporation™).

0. Pursuant to the Unanimous Wrilten Consent of the Board of Directors of
the Corporation dated April 14, 2005, the Board of Directors duly adopted the following

regolutions:

WHEREAS, the Certificate of Incorporation of the Corporation authurizes a class
of atock designated as Preferred Stock, with a par valve of $0.001 per share (the
“Preferred Class™), comprising Ten Million {10,000,000) shares and provides that the
Board of Dircctors of the Corporation may fix the terms, including any dividend rights,
dividend rafcs, conversion rights, voting rights, rights and terins of any redemption,
redemption, redemption price or prices, and liquidation preferences, if any, of the
Preferred Class;

WHEREARS, the Board of Directors believes il in the best intorests of the
Corporation to create a setics of preferred stock consisting of 150,000 shares and

designated as the “Series A Convertible Preferred Stock™ having certain rights,
prelerences, privileges, restriclions and other matters relating to the Series A Convertible

Preferrad Stock,

NOW, THEREFGRE, BT IT RESOLVED, that the Board of Directors dogs
hereby fix and determine the rights, preferences, privileges, restrictions and other matters

rolating to the Series A Convertible Preferred Siock as follows:

1. Definitions. For purposes of this Certificate of Designation, the follo{ving
definitions shall apply;

1.1 “Board” shall mean the Board o[ Dircctors of the Corporation,
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1.2 “Corporation” shall mean H3 Enlerpriscs, Inc., a Florida
corporation.

1.3 “Common Stock™ shall mean the Common Stock, $0.001 par value
per share, of the Corporation.

1.4 “Common Stock Dividend” shall mean a stock dividend declared
and paid on the Common Stock that is payable in shares of Common Stock.

1.5 “Distribution” shall mean the transfer of cash or properly by the
Corporafion to one or more of its stockhalders without consideration, whether by
dividend or otherwise (except a dividend in dhares of Corporation's stock).

1.6  “Original Issue Date” shall mean the date on which the first share
of Series A Convertible I'referred Stock is issued by the Corporation.

1.7 *“Original Issue Price” shall mecan $25.50 per share for the Series A
Convertible Preferred Stock.

1.8 “Series A Convertibie Preferred Stock™ shall mean the Series A
Convertible Preferred Stock, $0.001 par value per share, of the Corporation,

1. “Subsidiary” shall mesn any corporation or limited liability
Comporation of which at Ieast fifty peroent (50%) of the outstanding voting stock or
membership interests, as the casc may be, is at the iime owned directly or indirectly by
the Corporation ot by one or more of such subsidiary corporations.

2. Dividend Rights.

2.1 In cach calendar year, the holders of the then owtstanding Serdes A
Convertible Preferred Stock shall be entitled to receive, when, as and if declared by ithe
Board, out of any funds and assets of the Corporation legally available therefor,
nonctimulative dividends in an amount equal to any dividends or other Distribuiion on
the Common Stock in such calendar year {other than a Commen Stock Dividend);
provided however, no dividend shall be declared or paid when there is outstanding
indebtedness of the Corpuration or any accrued interest rernains outstanding on such
indebtedness unless the holder of such debt waives this condilion. No dividends (other
than 2 Common Stock Dividend) shall be paid, and no Distmbution shall be made, with
respect Lo the Common Steck unless dividends in such amount shall have been paid or
declared and get apart for payment to the holdors of the Series A Convertible Prefetred
Stock simultaneously. Dividends on the Series A Convertible Preferred Stock shall not
be mandatory or cummulative, and no rights or interest shall accrue to the holders of the
Series A Convertible Preferred Stack by reason of the fact that the Corporation shall fail
to declare or pay dividends on the Seres A Convertible Preferred Stock, except for such
rights ar interest that may arise as 2z resull of the Corporution paying a dividend or
making 8 Distribution on the Common Stock in violation of the terms of this Section 2.
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22  Participation Rights, Dividends shall be declared pro rata on the Common
Stack and the Serles A Convertible Preferred Stock on a pari passu basis according to the
nuymber of shares of Common, Stock held by such holders, where each holder of shares of
Serics A Preferred Stock is to be treated for this purpose as holding the number of shares
of Common Stack to which the holders thereof would be entitled if they converled their
shares of Serles A Convertibie Preferred Stock at the time of such dividend in accordance
with Section 4 hereof.

2.3 Non-Cash Dividends, Whenever a dividend or Distribution provided for in
this Section 2 shall be payable in property other than ¢ash {(oiber than a Common Stock
Dividend}, the value of such dividend or Distribution shall be deemed to be tho fair
market value of such property as determined in geod faith by the Board,

3 Liguidation Rights. In the event of sy liguidation, dissolution or winding
up of the Company; whether voluntury or involuntary, the funds and assets of the
Company that may be legally distributed to the Company’s sharchoiders (the “Avgilable
Punds and Assets™) shall be distributed to sharehaolders in the following manner:

3.1, Series A Convertible Preferred Stock. The holders of cach share of
Series A Convertible Preferred Stock then outstanding shall be entitled to be paid, out of
the Available Funds and Assets, and prior and in preference to any payment or
distribution (or any sefting apart of any payment or distribution} of any Available Fungds
and Agsets on any shares of Common Stock or subsequent series of prefetred stock, an
aprnnt per share equal to the Original Issue Price of the Series A Convertible Prefemred
Stock plus all accrued but unpaid dividends on the Sevies A Convertible Preferred Stock.
If upon any liquidation, disselution or winding up of the Company, the Available Funds
and Assets shall be insufficlent to permit the payment to holders of the Serles A
Convertible Preferred Btock of their full prefarential amount as described in this
subsection, then ail of the remaining Available Funds and Assets shall be distributed
among the holders of the then outstanding Serics A Convertible Preferred Stock pro raia,

aecording to the number of outstanding shares of Series A Convertible Prefertad Stock
held by each holder thereof.

32  Merger or Sale of Assgets. A reorgapization or any other
consolidation or merger of the Company with or into any other corporation, or eny nther
sale of all or substantially all of the assets of the Company, shall not be deemed to be 2
liquidation, dissolution or winding up of the Company within the meaning of this Section
3, and the Series A Convertible Preferred Stock shall be emitled only to (i) the right
provided in any agreement or plan governing the reorganization or other consolidation,
merger or sale of assets transaction, (ii} the rights contained in the Florids Business
Carporation Aet and (3i) the rights contained in other Sections hereof.

33  Non-Cash Consideration. If any assets of the Company distributed
o sharcholders in connection with any liquidation, dissolution or winding up of the
Company are other than cash, then the valuc of such assets shall be their fair market
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value as determined by the Board, except that any securities to be distributed to
shareholders in a liquidation, dissolution or winding up of the Company shall be valued
ag follows!

(a} The method of valuation of securiti¢s not subject to investment
letter ar other similar restrictions on free marketability shall be as follows:

) if the securitiez are then traded on a national securitics
exchange or the Nasdag National Market (or a similar
national quotation system), then the value shall be deemed
to be the average of the closing prices of the securities on
such exchange or system over the ten (10} day period
ending three (3) days prior to the distribution; and,

(ify if actively traded over-the-counter, then the value shall be
deemed to be ihe average of the closing bid prices over the
ten (10) day period ending three {3) daya prior w ihe
disiribution; and

(ill)  if there is no active public market, then the value shall be
the fair market value thereof, as determined rmutually In
good faith by (i) the Board of Directors of the Company
and (ii) the holders of the Scries A Convertible Preferred
Stock acting as a group, In the event the Company and the
helders cannot mutuskly agtee upon & value, then the value
shall be determined by a mutually acceptable third party
licensed business valuation expert paid for equally by both
parties,

(b)  Thc method of valuation of securities subject to investment leiter
or other rastrictions on fiee marketability shall be to tnake an appropriate discount from
the market valuc determined as above in subparagraphs (a}i), (ii) or (jii) of this
subgaction to refleet the approximate fair market value thoreof,

4, Conversion Rights,

(a) Conversion of Preferred Siock. Each share of Series A
Convertible Preferred Stock shall be convertible, at the option of the holder thereol, ut
any time after the issuance of such share imto that number of fully paid and nonassessable
shates of Common Stock of the corporation described equal to one one-millionth
(1/1,000,000) of the outstanding shares of Common Stock of the Company then
outstanding, after giving consideration to the shavex issued as @ result of the conversion
and any other shares issued simultaneously or within sixty (60) days (looking forward
and backward) of the date of conversion. If all 150,000 shares of the Serles A
Convertible Preferred Stock wers converted at the same time, the holder would own
fifteen percent (15%) of the outstanding common stock of the Company,
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{b)  Procedures for Exetcise of Conversion Rights. The holders of any
shares of Series A Convertible Preferred Stock may exercise their conversion rights as to
2] such shares or any part thereof by delivering to the corporation during regular business
hours, at the office of any trangfer agent of the corporaiion for the Series A Converiible
Preferred Stock, or at the principal office of the corporation or at such other place as tay
be designated by the corporation, the certificate or certificates for the shares to be
converted, duly endorsed for transfer to the corporation (if required by the corporation),
accompanied by written notice stating that the holder elects to convert such shares.
Conversion shall be deemed to have been effected un the date when such delivery is
mads, and such date is referred to hercin as the “Conversion Date.” As promptly as
practieable after the Conversion Date, the corporation shall issue and deliver to or upon
the written order of such holder, at such office or other place designated by the
corporation, a cerfificate or certtficaies for the number of full shares of Common Stock o
which such holder is entitled and a check for cash with respect to avy fractiona! interest
in & share of Common Stock as provided in section 4(c) below. The holder shail be
deemed to have become a sharcholder of record on the Conversion Date. Tpon
conversion of only a portion of the humber of sharcs of Series A Convertible Preferred
Stock represented by a certificate surrendered for conversion, the corporation shall issue
and deliver to or upon the written order of the holder of the certificate so surrendered for
egnvergion, at the expense of the ¢orporation, & new certificate covering the number of
shates of Series A Convertible Preferred Stock representing the unconveried portion of
the certificate so surrendered.

Notwithstanding the voluniary conversion provisions sbove, during the first
twelve (12) months following the Original Issue Date, the Series A Convertible Preferred
Biock shall automatically convert into the munber of shares of common stock sct forth in
Section 4(a) upon the finding by an arbitrator or court that there has been a material
breach by Uliimate Franchise Systems, Inc.,, a Nevada corporation (“UFSY™) of the
representations set forth in Section 3.1 of that certain Reorganization and Stock Purchase
Agreement dated March 15, 2005 by and between the Caorporation, UFSY, and other
parties.

(c) Wo Fractional Shares, Wo fractional shares of Commeon Stock or
scrip shall be issued wpon conversion of shares of Series A Convertible Prefomred Stock.
If more than one share of Serles A Convertible Preferred Stock shall be surrendered for
conversion at any one time by the same holder, the number of full shares of Common
Siock issuable upon conversion thereof shall be computed on the basis of the aggregate
number of shares of Series A Convertible Preferred Stock so surrendered. Instead of any
fractional shares of Common Stock which would otherwise be issuable upon conversion
of any shares of Series A Convertible Preferred Stock, the corporation shall pay a cash
adjustment in respect of such fractional interest equal to the fair market value of such
fractional interest ag deiermined hy the corporation's Board of Directors.

d)  Payment of Taxes for Conversions. The corporation shall pay any
and all issue and other taxes that may be payable in respect of any issue or delivery of
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shares of Common Stock on conversion pursuant hereto of Beries A Convertif)le
Preferred Stock. The corporation shall not, however, be required to pay any tax which
may be payable in respect of any transfer involved in the issue and delivery of shares of
Commeon Stock it & name other than that in which the shares of Series A Convertible
Preferred Stock so converted were registered, and no such issue or delivery shall be made
unless and until the person requesting such issue 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

() Reservation of Commeon Stoek. The corporation shall at all times
reserve and keep available, out of jis authorized but unissved Commen Stock, solety for
the purpose of effecting the conversion of the Seriss A Convertible Preferred Stock, the
full number of shares of Common Siock deliverable upon the conversion of all sharas of
all series of preferred stock from time to time outstanding.

() Registration or Listing of Shares of Common Stock. If any shares
of Commot Stock 10 be reserved for the purpose of conversion of shares of Series A
Convertible Preferred Stock require registration or listing with, or approval of, any
governmental authority, stock exchange or other regulatory body under any federal or
state Jaw or regulation or otherwise, before such shares may be wvalidly issued or
delivered upon conversion, the corporation will in good faith and gs cxpeditiously as
possible endeavor to secure such registration, listing or approval, as the case may be,

(g)  Status of Common Stock Issued Upon Conversion.  All shares of
Coramon Stock which may be lssued upon conversion of the sharcs of Series A
Convertible Preferred Stock will upon issuance by the corporation be validly issued, fully
paid and nonassessable and free from all taxes, liens and charges with respect to the
Issnance thereof,

(h)  Status of Converted Preferred Siock. In case any shares of Series
A, Convertible Preferred Stock shall be converted pursuant to this section 4, the shares so
converted shall be canceled and shall not be issuable by the corporation,

5. justpent of rsion Price.

{a) General Provisions. In case, at any time after the date hereof, of
any capital reorganization, or any reclassification of the stock of the corporation (other
than a change in par value or as a result of a stock dividend or subdivision, split-up or
combination of shures), or the congolidation or merger of the corporation with or into
another person (other then a consolidation or merger in which the corporation is the
continning entity and which does not result in sny change in the Common Stock), or of
the sale or other disposition of all or substantially all the properties and assets of the
cotporation ay an entirety to any other person, the sheres of Seres A Copvertibie
Preferred Stock shall, after such reorganization, reclassification, consolidation, merger,
gale or other disposition, be convertible into the kind and number of shares of stock or
other securities or property of the corporation or of the enmtity resulting from such
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consolidation or surviving such merger or to which such propertics and assets shalt have
been sold or otherwise disposed to which such holder would have been entitled if
immediately prior to such reorganization, reclassification, consolidation, merger, sale or
other disposition it had converted its shares ol Series A Convertible Preferred Stock into
Common Stock, The provisions of this section 5(a} shail similarly apply to successive
reorganizations, reclassifications, consolidations, mergers, sales ot other dispositions,

() No Impairment. The corporation will not, through any
reorpanization, transfer of assets, consolidafion, merger, digsohstion, issuc or sale of
scoutities or any other voluntary action, including amending this Certificate of
Degignation, avoid or zeck to avoid the observance or performance of any of the tcrms to
be obaerved or performed hereunder by the corporation, but will at all imes in good faith
assist in the carrying out of ail the provisions of this section § and in the taking of all such
action 13 may be necessary or appropriate in order to protect the conversion rights of the
holders of Series A Convertible Preferred Stock against impuirment. This provision shall
not restrict the corporation from amending its Articles of Incorporation in accordance
with the Flovida Business Corporation Act aud the terms hercofl

8. Redemption, The Series A Convertible Preferred Stock shall not be
tedeemable,

7. Notices. Any notices reguired by the provisions of this Certificate of
Designation to be given to the holders of shares of Seres A Convertible Redeemable
Prefcrred Stock shall be deemed given if deposited in the Uniled States mail, postage
prepaid, and addressed to each holder of record at its address appearing on the books of
the Corporation,

2. Voting Provisions, Each share of Series A Convertible Prefarrad Stock
shall be entitled 1o the mwmber of votes to which the holders thereof would be entitled if
they converted their shares of Series A Convertible Preferred Stock at the time of voting
in acvordance with Section 4 hereof.

IN WITNESS WHEREOF, the Corporation has caused this Certificate of
Degignation of Series A Convertible Preferred Stock to be duly executed by its President
and attested to by its Sceretary this 16th day of May, 2005,

By:

Christopher M. Swartz, President C ST
By:

Christopher M, Swartz, Secretary
DALOTCR Page 7of 7
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consolidation or surviving such merger or to which, such properties and assets shali have
besn sold or otherwise disposed to which such holder would have been entitled if
immediately prior to such reorganization, reclassification, consolidation, merger, sale or
other disposition it had converted its shares of Series A Convertible Preferved Stock inio
Common Stock. The provisions of this szction 5(a) shall sitnilarly apply to sucesssive
reorganizations, reclassifications, consolidations, morgers, sales or other dispositions.

(t) No Impairmeni. The corporation will not, through auny
reorganization, transfer of assets, consolidation, merger, dissolution, issue or sale of
securities or any other volmary action, including amending this Certificate of
Designation, avold or seck to avoid the gbservance or performance of any of the terms to
be observed or performed hereunder by the cofporalion, but will at 2li times In good faith
assist in the carrying out of all the provisions of this section 5 and in the taking of alt such
action as may be necessary or appropriate in order to protect the converston rights of the
helders of Series A Convertible Preferred Stock against impairment. This provision shall
not resirict the corporation from amending its Articles of Incorporation in accordance
with the Florida Business Cotporation Act and the terms hereof.

6. Redemption. The Series A Counvertible Preferred Stock shall not be
redeemable,

7. Notices. Any notices reguired by the provisions of this Certificate of
Designation to be given to the holders of shares of Series A Convertible Redesmable
Preferred Stock shall be deemed given if deposited in the United States mnil, postage
prepaid, and addressed to each holder of record at its address appearing on the books of
the Corporation.

8, Voting Provisions. Fach share of Serics A Convertible Preferred Stock
shall be entitled to the number of votes to which the holders thereof would be entitled if
they converted their shares of Series A Convertible Preferred Stock at the time of violing
in accordance with Section 4 heteof,

IN WITNESS WHEREOF, the Corporation has caused this Certificate of
Designation of Series A Convertible Preferred Stock to be duly executed by its President
and gitested to by lis Secretary this 16th day of May, 2005.

Christopher M. Swark2, President

.

-

5

Chiigpher M. Swiirtz, Secretary

By:
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