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The undersigned DOES HEREBY CERTIFY that the following Amendment to the Articles of
Incorporation were unanimously approved and adopted on July 19, 2004 by the written consent of the
Board of Directors {the "Board of Dirgctors™ of PARSES, INC., a Fluride corporation (the
nggmmg'mﬂ)_ -

Pursuant to the provisions of Section 607.100% of the Florida General Corporation Act, the
undersigned corporation does hercby adopt these Articles of Amendment to the Articles of Incorporation,
and the undersigned officers do hereby cortify on behalf of the undersigned corporation as follows:

The pame of the corporation is Parses, Inc. (the "Corpeny™). The Articles of Incorporation of
fhis Corporation wexe filed by the Department of State of the State of Florida and became cifective on
July 16, 2004. The document number of this Corporation is FO4000105790.

Article 1Y to the Agticles of Incorporation provided that the Beard of Directors is authorized to
provide for the issuance of referred Stock in one or more series and, by filing the appropriate Articles of
Amendment with the Secretary or State of the State of Florida, is authortized 1o establish the number of
shares to be included in cach series and the preferences, limitations, and relative rights of each series.

Article T of the Articles of Incorporation is hereby amended to adopt the following sevies of
Freferred Stock.

A. SERIES A SENIOR PREFERRED STOCK.

There shall be hereby cstablished a smegle seriss of the preferred steck of the Corporation, the
designation of which shall be "Serfes A Senior Convertible Preferred Stock"”, par value $.01 per share (the
"Ser "), The number of authorized shares constituting the Series A Senior Preferred
Stock shall be 500,000, The Series A, Senior Preferred Stock shatl have the himitations and relative rights
of the respective classes of authorized capital stock and a statement of the preferences, voting powers,
relative, participating, optional or other special rights and privileges and the qualifications, lithitations and
pestrictions of the respective clagses of anthorized capital stock as set forth herein.

IR VOTING

2. Except as may be otherwise required by law or a3 otherwize set forth in these
Articles of Incorporation, the Preferred Stock shall vote together with Common Stock of the Corporation
a3 & single class on all actions to be taken by the stockholders of the Corporation, includimg, but not
limited to, actions amending these Articles of Incorporation to increase the mumber of authorized shores
of Common Stock, immespective of any provisions of the Florida Busimess Corporation Act to the contrary.
Each share of Preferred Stock shall entitle the holder thereof to such number of votes per share on any
action on which such shares are entitled to be voted a5 shall equal the number of shares of Common Stock
(including fractions of a share) into which each share of Fraforred Stock is then convertible.
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b. 50 long as sy shares of Series A Preferred Stock gre ouistanding, the
Corporation shall not without first obtaining the approval {by vote or writien consent, as provided by law)
of the Rolders of at least sixty percent (60%) of the then outstanding shares of Series A Preferred Stock
ariginally purchased by the purchasers of the Corporation’s Series A Preferred Stock pursuat o the
term¢ of & cermin Stock Purchase Agresment dated on or about July 15, 2004 by apd berween the
Corporation and Holly Health Partners, LLC. (the “Stock Purchase Asreement”), voting together as a
separate class: -

()} consent to, authorize, enter into any commitment or agreement with
respect to, or consummate, a Sale of the Corporation (as such term is defined in Saction VI of this Atticle

IV, paragraph A);

@) alter or change the rights, preferences or privileges of the Series A
Preferrcd Stock, as set forth in thess Articles of Incorporation, or increase or decrease the total number of
suthorized shares of Serics A, Preferred Stock (including, without limitation, changes resulting from a
merger consolidation or otherwise);

3) anthorize (A} the creation of any class or series of any equity security of
the Corporation having rights, preferences or privileges senior to, or on parity with, the Series A Preferred
Stock or (B) the reclassificetion or modification of any class or series of any equity security of the
Corporation in @ manner that would result in such class or series having rights, preferences or privileges
senior to, or on patity with, the Series A Preferred Stock;

&y consent 0, zuthorize or enter into any commitment or agreement with
Tespect to, or conswmmase, A sale or other transfer of material assets of the Corportation (which shall
include for this purpose the assets of all direct and indirect subsidiaries (a5 such term is defined in Section
VI of this Article TV, payagraph A)) to any Person (23 such tertn is defined in Section VI of this Atticle
IV, paragraph A) other than a whoRy-owned subsidiary of the Corperation;

(5) consent to, authorize or enter into any cormmitment or agresmaent with
respect to, or consummate, the acquisition of another business or soms or all of its assets (whether by
acquisition of stock or assets, through a merger or otherwise);

(7] redeem, purchase or otherwise aequins (or pay into or sct funds aside for
2 sinking fund for such purpose) any share or shares of the Corporation’s prefened stock or Conmmon
Stock, other than shares of Series A Prefarred Stock redecmed as provided in Section V of this Agticle TV,
pagperaph A and shares of capiml stock of the Corporation repurchased pursuant to the terms of
agresments entered into at the e of origimal issuance of such shares und approved by the Board of
Drirzctors that grant to the Corporation & right of repurchase of such shares at cost upon termination of
serviee or employment of 2 consultant, dirsctor or employee of the Corporation;

)] consent to or otherwise authorize any liquidstion, dissolution or winding
up of the Corporation;

& congent o, authorize, enter into any commtment of agreement with
xespect to, or consummate, any frepsaction (ether than eployment compensation arrmgements approved
by the compensation committee of the Board, which shall at all times consist of the chief executive officer
of the Corporation and at least two non-employee directors of the Corporation, including 2 director
designated for election by Holly Heath Partners, LEC) with any past or present officer, employee, director
or aifiliate of the Corporation or any subsidiary of the Corporation or any entity owning 2% or more of
any class of capital stock of the Corpomtion or any member of the immediate family of such officer,
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smployee, director or stockholder or any corporation or other entity controlled by such officer, employee,
director ot stockholder or by a member of the innpediate family of such officer, employee, direstor or

stockholder:

5 deslare or pay a dividend or other distribution to the Corporation’s
shareholders, other than a dividend or payment to the holders of the Series A, Preferred Stock; or

(10y  amend the Articles of Incorporation or the Corpocation’s bylaws.
. DIVIDENDS ‘

: [ 1vi deri T From and including the date
of issuance of cach ghare of Sencs A Prefaxred Stock to rth: carhar of {1} the Tndividual Series A
Liquidation Preference Payment (as defined below} is paid on each share of Series A Preferred Stock
upon ihe liquidation, dissolution or winding up of the Corporation, (2) the redemption of the Series A
Preferred Stock, or (3) the conversion of the Series A Preferred Stock, the holders of shares of Sexjes A
Preferred Stock shall be entitled to receive, prior to and in preference to any declaration or paymest of
any dividend on any other shares of capital stock of the Corperation, a cumuiative dividend for each such
share af & rate per annum equal to eight percent (8%) of the Stated Value (25 such term is defined in
Sectivn Y1 of this Artiglc TV, peragraph A) thereof, payable annually on the second Monday of January of
cach year commencing 2006, at the option of the Board of Directors of the Corporation (x) in eash, to the
extert fumds are legally available, therefore, in accordance with the Florida Business Corporation Act and
consent, if needed, to such cash payment s obtained fom the senior secured creditors of the Corporation,
or (y) in shates of Series A Preferred Stock equal to the result of dividing the dividend amount so acorued
by the Stated Value of one share of Sexes A Profared Siock. Such dividends shall accrue whether or not
they have been declared and whether or not there are profis, surplus or other fimds of the Corporation
Tegally available for the payment of dividends, The date on which the Corporation initially issues any
share of Series A Prefored Stock shall be deemed 1o be its “date of issuance™ regardless of the number of
times transfer of such share iz made on the steck records maintained by or for the Corporation and
regandless of the nmumber of certificates which may be issned to evidence such share. , .

b. Partial Bavment. Tn the event that A1) dividends ate not paid to the holders of all
cutstanding shares of Series A Preferred Stock and fimds aveilable for payment of dividends shall be
insufficient to permit payment in full to holders of all such stock of the fiall preferentist amounts to which
they are then entitled, then the cptire amount available for payment of dividends shall be distibuted,
Tatably armong all holders of Series A Prefared Stock n pmpnrtlon to the full amount o which they
would otherwise be respectively entitled

c. Dividends op Common Stock, In add:tin:a 1o the dividends described in_Agticle

above, to the extent that the Corporation declares angd pays a dividend on the Comoon

Stock, the holders of the Serjes A Praferred Stock shail partivipate i such dividend, as if the holders of
the Series A Preferred Stock had cotverted theix shares of Series A Preferred Stock into Common Siock,

I  LIQUIDATION

a. Upon any liquidation, dissolution ar winding up of the Corporation, whether
vohmtarily or invohmtarily, the holders of the shares of Series A Praferred Stoel shall be paid, befove any
payment shall he paid to the bolders of any stock ranking on liquidation junior to the Seri¢s A Preferred
Stock, an amount for each share of Series A Preferred Stock held by such holder equal to the sum of (1)
the Stated Valuc thereof and (2) an amount equal to dividends accrued but unpaid therson, computed to
the date payment therzof is made avajlable (such applicable amount payable with respect to g share of
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Series A Preferred Stock being sometimes referred to ag the “[ndividug) Saries A Preferred [jguidation
Preferenge Peyment” and with respect to all shares of Series A Prefetred Stock in the aggregaie being
spmetirmes referred to as the “Aggregate Serics A Liquidation Prefu Payment”). If upen such
liquidation, dissolutior or winding up of the Corporation, whether voluntarily or involuntarily, the assets
to be distributed mrmong the holders of shares of Series A Preferred Stock shall be ingufficient 1o permit
payment to the holders of Series A Preferred Stock of an aggregate amount equal to the Aggregate Series
A. Liquidation Prefersnce Payment, then the cotire assets of tize Corporation to be 50 dia_m:}lbutcd s@ be
distributed ratably smong the holders of Series A Prefemred Stock (based on the Idividual Series A
Liquidation Preference Payments due to the respective holders of Series A Preferred Stock). Upon any
liquidation, dissolution or winding up of the Corporation, whether volumtarily or involuntanly, after the
holders of Serizs A Preferred Stock shall have been paid in full the Agorsgate Series A Preferred
Liguidation Preference Payment, the remaining net assets of the Corporation shall be distributed a8
provided in paragraph b of this Seetion [l For purposes hereof, all of the Commeon Stock and any other
shares of the Corporation’s prefetred stock shall rmnk oo ligeidation junior to the Series A Preferred
Stock,

b. Upon any liquidation, disselution or winding up of the Corperation, immediately
after the bolders of Seres A Preferred Stock have been paid in full the Aggregate Series A Liquidation
Preference Payment pursuant to paragraph g shove, the remaiviog net assets of the Corporation availshie
For distribution shall be distributed pro-rata amoeng the holders of shares of Series A Prefesred Stock and
Comrmon Stock on an as-comverted to Common Stock basis,

£. At the election of the holders of at least a majority of the then outstanding shares
of Series A Preferred Stock given in writing or by vote af & meeting, consenting or voting (as the case
may he) separately as a class, 2 Sale of the Corporation (as defined in Section VI(h)(1) or (31) shalt be
desmed to be a liguidation, dissolution or winding up of the Corporation within the meaning of the
provisions of this Seetion 1. A Sale of the Corporation (as defined in Segtiop, VEDRIZ)) shall be deemed
to be a Jiquidation, dissclution or winding up of the Corporation within the meaning of the provisions of
this Section TIl. ‘Whenever the distribution provided for in this Section III shall be payable in property
other than cash, the value of such distribution shall be the fair market value of such property as
determined in good faith by the Board of Directors, including in all cases the directors designated by
Holly Heaith Partners, LLC. .

Iv.  CONVERSIONS

The holders of shares of Scxies A Prefirred Stocle shiall have the following conversion
tights:

a.  Right to Converl. Subject to the terms and conditions of this Section IV, the
holder of any sharg or shares of Series A Preferred Stock shall have the right, et its option st any fime
after the date of issuance of such shares, and from time to time, to convert any such shares of Series A
Preferred Stock {except that upon amy liquidation of the Corporation the right of conversion shall
terminate st the close of business on the business day fixed for payment of the amount distribrutadsle on the
Serics A Prefored Stock) Into such number of fully paid and nonassessable shares of Common Stock as is
obtained by (1) muliiplying the mmmber of shares of Series A Preferred Stock so to be converted by the
Appliceble Issuance Price (as defined below) with respeet to the Series A Preferred Stock so to be
converted, and (2} dividing the result by the Applicable Conversion Price (as defined below) with tespect
to the Series A Preferred Stock 50 10 be converted or, in case an adjusiment of such price has taken placs
pursuant to the further provisions of this Section IV, then by the Applicable Conversion Price as last
adjusted and in effect at the date any share or shares of Series A Preferred Stock are sorrendered for
conversion. The “Applicable Isswemce Price™ for each share of Scries A Preferred Stock shall be $1.00
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per share. The initia] “Applicable Conversion Price” for each share of Series A Preferred Stocik shall be
§1.00 per share. If the Corporation does not achieve the milestones set forth on Schedule TY(a) attached
hereto by the date set forth in fhat schedule, then the Applicatle Conversion Price shall be reduced fo as
low as $.377 per share (as more fully st forth on Schedule IV(a)), so that the holder of each share of
Series A Preforred Stock would receive up to 2.65 shares of Common Stock for each sbare of Beres A
Preferred Stock (the “Milcstone Adjustment™). Any chamge to the Applicable Canversion Price by the
Milestone Adjustment, shall be in addition to, and not i lew of auy of the additional adjustments set forth
herein. Such rights of canversion shall be exercised by the kolder thereof by giving written notice to the
Corporation that the holder clects to convert 2 stated pumber of shares of Series A Prefirred Stock into
Common Stock and by swtender of & certificate or certificates for the shares so to be converted to the
Corporation at its pripeipal office (or such other office or agency of the Corporation s the Cotporation
may designate by notice in writing to the holders of the Series A Preferred Stock) at any time during its
nsual business houts on the date get forth in such notice, togerher with 2 staternent of the name or names
(with address) in which the certificate or certificates for shares of Common Stock shall be isgued.

b. Issuance of Cerfificates; Time Conversion Effectad.

n Proroptly after the receipt of the written notice refored fo in paragraph 2
of this Section IV, and surrender of the eertificate or certificates for the share or shares of Series A

Preferred Stock to be converted, the Corporation shall issue and deliver, or canse to be issucd and
delivered, to the holder, regisiered in such name or names 25 such holder may direct, subjest in each case
_to any applicable restrictions on transfer of such shercs, a certificate o certificates for the mumber of
whole shares of Common Stock issusble upon the conversion of such share or ghares of Series A
Preferred Stock. To the extent permritted by Jaw, such conversion shall be desmed to have been effected,
_ and the Applicable Conversion Price with rospect to Series A Preferred Stock sball be determined, as of
the close of business on the date on which such written notice shall have been received by the Corporation
and the certificate ot certificates for such share or shares shall have been surrendersd as aforegaid, and st
such time the rights of the holder of such share or shares of Series A, Preferred Stock shall sease, and the
personr or persons in whose name or nAMES any certificate or certificates for shares of Cormmon Steck
shall be issuable upon such canversion shall be deemed to have become the bolder or holders of xenord of
the shares represented thereby.

(2 If the conversion of any share or shares of Series A Preferred Stock o
Commion Stock is to oceur in comnestion with an underwritten offexing of the Corporation’s securities
pursusnt to the Securities Act of 1933, as amended, such conversion may, at the option of any holder
tendering shares of Series A Preiared Stock for conversian, be conditioned upon the closing with the
underwriters of the sale of such securities pursuant to sich offering, o which gvent the pexson or persons
entitled to receive the Comnon Stotk upon conversion of the Series A Prefarred Stock shall not be
deemed i bave converted such Series A Preferred Stock until isvimediately prior to the closing of such
gsale of seeurities,

& Fractional Shares: Dividends; Partial Copversion. No frastionzl shares shall be
issued upon conversion of Series A Preferred Stock into Common Stock and no payment or adjustrnent
shali be made upen any conversion on account of any cash dividends on the Coramon, Stock, issned upon
such conversion. At the gme of each conversion, the Corporation shall pay to the holders of the shares of
Series A Preferred Stock surrendersd for conversion cash in an amount equa} to a)l dividends accrued or
declared and unpaid ou the shares of Series A Preferred Stock surrendered for conversion to the date upon
which such conversion is deemned to take place as provided in paragraph b above; provided, however, if
cash is not Jegally available for payment of such dividends at the time of such convetsion or consent, if
nrcded, to such cash payment has not been obtained from the senior secured creditors of the Corporation,
the Corporation shell, at the option of such holders, (1) pay such dividends in cash as and when cash is
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legally available, therefors, and soch consent has beeu obrained (which congent the Corporation shalt uge
its commercinlly reasanable best efforts to obtain a5 and when cash is so legal}y avzilable for the paytment
of such dividends), or {2) provide to such holders & certificate representing a umber of shares of
Comynon Stock equal to the quotient of all dividends accrued or declared and unpeid on the thares of
Series A Prefetred Stock so surrendered divided by the Applicable Conversion Price then in cffect with
respect to the shares of each series of Preferred Stock 5o surrendered. In case the munber of shares of
Preferred Stock represented by the certificate or cenificates sutrendered pursuant 1o paragaph @ above,
cxceeds the rumber of shares cofiverted, the Corporstion shall, upon such conversiot, exerute and deliver
to the holder, at the expense of the Cotporation, # new cortificate or certificates for the number of shares
of Series A Preferred Stock repressoted by the certificate or certificates surrendered which are not to be
converted, If any fractionsal share of Common Stock would, except for the provisions of the first contence
of this paragraph ¢, be delivered upon such conversion, the Corporatien, liew of delivering such
fractional share, shiall pay to the holder surrendering the Series A Preferred Stock for conversion an
amiount in cash equal to the fair market value of such factional share as detenmined in good faith by the
Board of Directurs. .

4. Adiveiment of Price Unon Iaguance of Common Stock. Exctpt as provided in
peragraphs e and £ of this Section IY, if and whenever the Corporation shall after the Effective Date issue
or sell, or it, in accordance with patagraphs d(1) through d(7) below, deemed to have issued or sold, any
shares of Common Stock for cousideration per share less than the Applicable Conversion Price with
respect to. shares of a series of Series A Preferred Stock in offect immediately prior fo the time of such
issue or sale {(such number being appropriately adjusted to reflect the ocourrence of any event described in
paragraph f below), then, forthwith upon such issue or sale, the Applicable Conversion Price with respect

to such sharey of Series A Preferred Stock shall be reduced to the price determined by dividing (i} ap

amount equal to the sum of {a) the number of shares of Common Stock outstanding, or deemed to be
outstanding in accordance with paragraphs 1) through d(4} below, immediately prior to such issue or
sale (assuming the conversion of the onistanding shares of Series A& Preferred Stock using the Applicable
Conversion Price in effect with respect 1o the shares of the Series A Preferred Stock immediately prior to
such jssuc or sale) multiplied by the then existing Applicable Conversion Price with respect to the
applicable shares of Series A Preferred Stock end (b)the considerstion, if any, received by the

Corporation upon such issue op sale, by (i} an amount equal to the sum of (2} the total number of shares

of Common Stogk outstanding, or deemed to be outstanding i sccordance with pgographs (1) through
d{4), iromediately after such issue or sale and {5} the number of shares of Common Stock issuabie upon
comversion of all outstanding shares of the Corporation’s praferced stock inmmediately prior to such issue
or sale. .

For pinposes of this ;ggm the following paragzaphs (1) 1o 47} shall also be
applicable: ‘

{1 Isspance of Rights or Optiops. In case at any tme after the Effective
Duate the Corporation shall in any manner grant (whether directly or by assumption in a merger or
otherwise) any werrants or other rights to subseribe for or to purchase, or any options for the purchase of,
Comenon Stock or any stock or secwrity convertible into of exchangeable for Common Stock {such
warrants, rights or options being called “Options™ and such convertible or exchangeable stock or
scourities being ealled “Convertible Securitirs™), or shall fix a record date for the dotermination of the
holders of any class of securities entitled to recetve any such Options or Convertible Securities, whether
or net such Options or the right to convert or exchange any such Convertible Securitiey are immediately
cxercisable, and the price per share for which Commoen Stock is issuable upon the exercise of such
Options or upon the conversion or exchange of such Convertible Securities (determined by dividing (a)
the total amourt, if any, received or receivable by the Corporation as consideration for the gramting of
such Options, plus the minimum aggrepate amount of additional consideration payzble to the Corporation
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upon the exercise of all such Options, plos, in the case of such Options which relate to Convertible
Socurities, the minimurm aggregate amount of additional consideration, if any, payable upon the jssue or
gale of such Cenvertible Securitiez and upon the conversion or exchange thereof, by (b) the total
macmum pumber of shares of Common Stock isstable upon the exercise of such Qptiens or upen the
conversion. or exchange of 21l such Convertible Securities issuable upon the exercise of such Options)
shall be legs than the Applicable Conversion Price with respect to any shares of either series of Preferred
Stock in effect immediately prior to the time of the granting of such Options, or, in case such a record
date shail have boen fixed, immediately prior to the ¢lose of business on such record date, then the toia]
meaximum mamber of shares of Common Stock issuable upon the exerciss of swch Options or upon
conversion or exchange of the total maximum amount of such Convertible Securitics issuable upon the
exercise of such Options shall be deemed to bave been issued for such price per share as of the date of
granting of such Options or the issuance of such Convertible Securities, or, in case such a record date
shall have been fixed, prior to the close of business on such record date, end thereafier shall be deemed to
be outstanding. Except as otherwise provided in pargezaph d(3), no adjustment of the Applicable
Conversion Price with respoct to any shares of Serles A Prefered Stock shzll be made upon the actual
issue of such Common Stock or of such Convertible Secwrities upon exercise of such Options or upon the
actual issue of such Comrnon Stock upon conversion or exchange of such Convertible Secumities.

(@)  Issuance of Convertible Secyritics. Except upon the exercise of an
Option referred to in paragmaph (1), above, in case at any time after the Effective Date the Corporation
shall i any manner issue (whether directly or by assumprion in 2 merger or ofberwise) or sell any
Convertible Sccurities, or shall fix a record date for the determination of the holders of any class of
" securities entitled to receive any such Convertible Securities, whether or niot the rights to exchange or
convert any such Convertible Sectriticy are imrnediately exercisable, and the price per share for which
Clommmen Stock is issuable upon such conversion or exchsnge (determined by dividing (a} the total
amowunt received or receivable by the Corporation as consideration for the issue or szle of such
Convertible Securitics prior to giving effact to any anti-dilution provision or feature of such securities,
plus the minimum aggregate amount of additions] consideration, if any, payable to the Corporation upon
the conversion or e¢xchange thereof, by (b) the total maxiroum number of shares of Comunon Stock
issuable upon the conversion or éxchange of all such Convertible Securities) shall be less than the
Applicable Conversion Price with respect to any shares of cither series of Preferred Stock in effect
immediately pricr to the time of such issue or sale, or, in case such a record date shall have been fixed,
immediately prior to the close of busmess on such record date, then the total maximom mumber of shares
of Commeon Stock issuable upsn cotiversion or exchange of all such Convertible Securities shall be
deemned 6 have been issued for such price per share as of the date of the issue or sgle of such Convertible
Seciwities, Or, in coze snch a record date shall have been fxed, ag of the close of business on such recend
date, and thercafter shail be deemed to be ontstanding, provided that if any such issue or sale of such
Convertible Securities is made wpon exertise of any Opticns to purchase any such Convertible Scenrities
for which adjustrients of the Applicable Conversion Price for any shares of the Series A Preferred Stock
have been of are ty be made pursuant to other provisions of this paragriph ¢, no further adjustment of
such Applicable Conversion Price shall be made by reason of such issue or sale.

(3)  Chenge in Qption Price or Conversion Rate. Upon the happening of any
of the following events at any time after the Effective Date, namely, if the purchase price provided for n
sy Options refemred to in pappgreph (1), e additional congideration, if any, payuble upon the
conversion ox exchangs of any Convertible Securities referred to in paragraph &1} or 4(2), or the ate at
which Convertible Securities referred to in parggraph d(1) or d(2) are convertibie into or exchangesble for
Common Stock shall change at any tite (including, but not limited to, changes under or by reason of
provisions designed to protect against dilution), the Applicable Conversion Price with respect to any
shares of Series A Preferred Stock in effect at the time of such event shall forthwith be readjusted to the
Applicable Conversion Price which would have been in effect at such time had such Options or
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Convertible Seewrities still outstonding provided for such chenged pumhase price, additional
consideration or conversion raie, a3 the oase may be, at the time initially granted, issued or sold, but only
if a5 a result of auch adjustment the Applicable Conversion Price then in effsct hersunder ig thereby
reduced (appropriatsly adjusted o reflect the occurrenca of any event deseribed in paragraph £); provided,
however, that no such adjustment of the Appliesble Conversion Price shall affect Comunon Stoek
previously issued upon conversion of any Series A Preferred Stock; and on the termimation of any such
Opticns or ay such right to convert or exchange such Convertible Securities, suchk Applicabla
Conversion Price then in ¢ffect hereunder shail forthwith be increased to the Applicable Conversion Price
which would have been in effcct at the time of such termination as though such Optiont or Convertible
Securities, to the extent cutstanding immediately prior to such tarmination, had never been iszusd,

4)  Stock Dividends.

(i} In case the Corporation shall at any time after the
Effective Dute declare a dividend or malke any other distribution upon any stock
of the Cotporation paysble in Commen Stock, Options or Convertible Securities,
then any Common Stock, Options or Convertible Sectrities, as the case may be,
issuable in payment of such dividend or digtribution gheil be deemed to be
outstandinng vpon such declaration and to have been issued or sold without
consideration.

(ii} In case the Corporation shall at any time after. the
Effective Date roake or issue, or fix a ecord date for the determination of holders
of Comrrnon Stack entitled to receive, & dividend or other distribution payable in
sectrities of the Corporation other than shares of Cormmon Stock, then and o
each such event provisiom shall be made so that the holders of the Series A
Preferred Stock shall receive upon conversion thereof in addition to the number
of shares of Common Stock receivable thereupon, the amount of securities of the
Corporation that they would have received had the Serieg A Preferred Stock been
eonverted inro Commmon Stock on the date of such event and had {hey thereafter,
during the period from the date of such event to apd including the conversion
date, retrined such securities receivable by them o afbresaid during such period,
giving application to all adjustments called for during soch period under this
paragraph with respect to the rights of the holders of the Series A Preferred
Stock.

{5y Norwithstanding suy provision of this paragraph (ML)
to the contrary, no adjustment to the Applicable Conversion Price shall be
required and po provision for future issuance of such dividend or other
disgibution, together with applicable sdjustments therets, upon conversion of
shares of Series A Preferred Stock shall be required if, simmltaveonsly with amy
payment of sy such dividend or distribution, the holders of Series A Preferred
Stock receive a dividend or other distribution of securities In an amount equel to
the amount of such securities as they would have received if all cutstanding
sharee of Series A Preferred Stock had been converted inte Common Stock on
the date of such gvent {and in the sarne form as they would have received if all
outstanding shares of Scries A Prefered Stock had besn converted inte Conmmon
Stock on the date of such event).
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or Convcrh'b{e Secunhcs shzll be issued or sold for cash, the consideration rccctved, therefore, shall be
deemed o be the amount received by the Corporation, therefore,. In case any shares of Common Stock,
Options or Convertible Securities shall be ismed or sold for 2 consideration other than cash, the amount
of the consideration other than cash received by the Corporation shall be deemed o be the fair market
value of such consideration a§ determined in good faith by the Board of Directors. In case any Options
shall be issued in connestion with the issue and sale of other securities of the Corporation, together
comprising one integral ransaction m which no speeific consideration is allocated to such Options by the
parties thercto, such Options shall be deemed to have been issued for such consideration 2g determined in
good faith by the Board of Directors of the Corporation.

(6) Record Date. Tn case the Corporation shall fake a record of the holders
of its Common Stock for the purpose of entitling them (g} o receive 2 dividend or other distribtition
payable in Common Stock, Options or Convertible Securities or {b) to subscribe for or purchase Common
Stock, Options or Convertible Securities, then such record date shall be dsemed to be the date of the issue
or sale of the shares of Commnon Stock deamed to have been issued or sold upan the declaration of such
dividend or the mzking of such other distribution or the date of the granting of such right of subscription
or purchase, as the case may he.

€] . The number of shares of Cormmon Stock outstimding at
any given time shall not include shares owned or held by or for the account of the Corporation, and the
disposition of any such shares (other than by retirernent) shall be considered an issue or sale of Common

Stock for the purpose of this peragraph d.

e Certain Issues of Common Stock Excepied. Anything herein to fhe contrary
notwithstanding, the Corporation shall not be required to make Aoy adjvstroent of the Applicable
Conversion Price pursuant to panagraph () with respect to any shares of either series of Series A
Preferred Stock in the case of the issuance after the Effective Date of this Amended and Restated
Certificate of Tncorporation of (1) shares of Common Stock: issuable upon conversion of the Sevies A
Prefered Stock: or (2) shares (appropriately adjusted to refisct the occurence of an event described in

of Common Stock or Options to acqnire shares of Common Stock up to an aggregate of
252,500 shares of Comymon Stock issued or issuable to officers, directors, coaployees, or consultants of
the Corporation pursuant to a stock gption plan or restricted gtock plan or agreement approved by Board
of Diractors.

£ Sybdivision or Combination of Comprion Stock. In case the Corporation shall at
mmy time afier the Effective Date subdivide (by any stock split, stock dividend or otherwise) its
ouistznding shares of Common Stock into a greater number of shares, the Applicable Conversion Price
with respect to the Serfes A Preferred Stock in effect immediately prior 1o such subdivision shall be
proportionately reduced, md, conversely, in case the outstending thares of Cormpon Stosk shall be
combined into a smaller number of shares, the Applicable Conversion Price with respeet to Series A
Preferred Stock in effect immediately prior to such corabination shall be proportionstely increased.

.8 Reorganizatiop or Reclassification. Ifuny capita] reorganization, reclassification,
recapitalization, coneolidation, merger, sale of all or substantially alt of the Corporation’s assets or other
similay tramsaction (any such transaction being referved to herein as an “Q[nmg_ﬂhﬂnm“} shall bo
effected in such & way that holders of Cornmon Stock shell be entitled to raceive (either directly or upon
subsequent Hquida:iun} stock, securities or assets with respect to or in exchange for Common Stack, then,
a5 2 condition of such Qrganic Change, lawful and adequate provisions shall be made whereby sach
holder of a share or shares of Series A Proferred Stock shall thersupon have the right to receive (but not in
litvitation of the rights granted i paragraph § of Section IIT), upon the basis and upon the terms and
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conditions specified herein and i lien of or in addition o, as the case may be, the sharez of Commmon
Stock inumediately theretofore receivable upon the conversion of such share or shares of Series A
Preforred Stock, such shares of stock, securities or assets as may be issued or payable with respect to orin
exchange for a number of outstatding shares of such Commen Stock equal to the number of shares of
such Common Stock immediately theretofore reesivable upon such eopvergion had such Organic Change
not taken place. In any such ekse, only sppropriate provisions shall be made with respest to the nghts and
interests of such holder to the tnd that the provisions hereof (including withaut Himitation pravisidns for
adjustments of the Applicable Conversion Price with respect to Series A Preferred Stock) shall thereafter
be applicable, as nearly as may be, in relation fo amy shares of stork, securities or assets thereafter
deliverable upon the exercize of such vonversion rights.

" h Natige of Adiustment. Upon any adjusttient of the Applicable Conversion Price
with respect to any shares of Series A Preferred Stock, then and in each such case, the Corporstion shail
give written notice thereof, by delivery in peraon, certificd or registered mail, retun receipt requested, or
telecopier, addressed to each holder of shares of Series A Preferred Stock at the address of such holder as
shown on the books of the Corporation, which notice shall state the Applicable Conversion Price with
respect to the sharee of Series A Preferred Stock resalting from such adjustmient, sctting fovth
reastmable detatl the method upon which such caleulation is based.

i. Other Notiges. In case &t any time:

{1 the Corporation shall declare any dividend or distribotion upon its
Cornmmon Stock payable in cash, property, stock or other securities;

(2) there shall be any capital reorganization or reclassification of the capital
stock of the Corporation, or a Sale of the Cu_rqpors.tion;

'K} there shall be 2 voluntary or involuntary dissolution, liguidation or
winding up of the Corporation; or

4 the Corporation shall propose to offer for subsmpnon o et to the
holders of any class or serics of stock any additional shares of stock of any class or series or other rights;
then, in any one or more of said cases, the Corporation shall give, by delivery in person, certified ar
registered madl, refumn receipt requested or telecopier, addressed to each holder of any shares of Series A
Preferred Stock at the address of such helder 25 shown on the books of the Corporation, (a) at least 20
days’ prier written notice of the date on which the books of the Corporation shall close or a record shall
e taken for such dividend, distribution or subscription righis or for detenmining rights to vote i respect
of any such reorganization, meelassification, Sale of the Corporation, dissolution, liquidation or winding
up and ¢b) in the case of any such reorganization, teclassification, Sale of the Corporation, dissolution,
liquidation or winding up, at least 20 days” prior written notice of the date when the same shall take place,
Such wotive W accordance with the foregoing dlause (1) shall also specify, in the case of any such
dividend, distribution or subscription rights, the date on which the halders of Common Stock shall be
entitled therete and such notice in accordance with the foregoing clauss (2) shall also specify the date on
which the holders of Common Stock shall be entitled to exchange their Common Stock for securities or
other property deliverable upon such reorganization, reclassification, Sale of the Corporation, dissolution,
liguidation or winding up, as the case may be. Such noticz shall be deemed given when received if
delivered in person or by telecopier (with confirmation of receipt), or three (3) days afler being sent by
certified or registered mail.
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e Stocl to be Pegerved. The Corporation will at ail times resstve and keep
available out of its authorized Common Stock, solely for the purpose of issuance upon the conversion of
Scries A Preferred Stock ag herein provided, such number of shares of Common Stock as shall fom time
to time be issuable upon the conversion of all outstanding shares of Series A Preferred Stock; and if at
any thme the number of antherized but unissued shares of Common Stock shail not be sufficient to effect
the conversion of all then outstanding shares of the Series A Preferred Stock, the Corporation shall take
such acrion as may, in the opinion of its counsei, be necessary {0 increase the autherized but unissued
shares of Common Stock to such number of ghares a5 shall be suffisient for such purpose, including,
without limitation, engaging in best efforis to obtain the requisite stoekholder approval of ary necessary
amendrent to the Certificate of Incorporation of the Corporstion. The Corporation covenants that all
sheres of Common Stock which shall be so issued shall be duly and validly issued and fully paid and
nonagsessable and free from all fanes, liens snd charges with xespect 1o the issue thereof, and, without
limiting the generality of the foregoing, the Corporation covenants that it will from time to time take ail
such action as may be required to assure that the par vaiue per share of the Commmon Stock, is at all Hmes
equz] to or less than the Applicable Conversion Price with respect to all shares of Scries A Preferred
Stock in effect at the time. The Corporation will teke all such action as miy be necessary 1o assure that
all such shares of Common Stock may be so issued without violation of amy applicable law or regulation,
or of any requirement of any national gecurities exchange upor which the Common Stock muy be listed.

k. Mo Reisguance of Prafarced Stocle, Shares of Series A Preferred Stock which are
sonverted into shares of Common Stock se provided herein shail not be reissued.

L Ise Tax. The issusnce of certificates for shares of Commmon Stock upon
conversion of Series A Preferred Stock shall be made without charge to the holders thereof for mny
issuance tmx in respect thereof, provided that the Corporation shall not be required to pay any tax which
may be payable in respect of any waasfer iovolved in the issuance and delivery of any ceriificate in a
namg other than that of the holder of the Series A Prefexred Stock which is being converted.

T Closing of Books. The Corporation will at no time close its transfer books
against the transfer of any Scrics A Preferred Stock or of any shares of Commmon Stock issued or issusble
upon the cohiversion of any shares of Series A Preferred Stock in any manner which interferss with the
timely conversion of such Series A Preferred Stock, except 2s may otherwise be required to comply with
applicable seeuntics laws,

1. Mandatory Conversion. Each share of Series A Preferred Stock shall
sutomatically convert to shares of Commoon Stock on the basis set forth in this Seation IV upon the
closing of 2 firm commitment underwritten public offering of shares of Common Steck (f) with gross
procesds to the Corperation of at least §30,000,000 and (ii} and 2 “pre-money valuation™ of $100,000,000
iovmoediately poer to such closing.

o. HNo Impeimment, The Corperation will not, by smendment of these Articles of
Incorporation or through any reorganization, recapitalization or any other voluntary action, avoid or seek
to avoid the observance or performance of atiy of the teems to be observed or parformed hereunder by the
Corporation, but will 2t all times in good faith assist in the camying out of all the provisions of this
Section IV and in the taking of all such sction as may be necessary or appropriate in yrder to protect the
convergion rights of the holders of shares of Preferred Stock against impairment.
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V. BREDEMPTION |
The shares of Preferrad Stock shall be czsdeemed as follows:

a i ion. The Corporation. shall not at any timne have the right at its
election to call or 1o redeesn all or any shares of Series A Preferred Stock. Upon the written election of
the holders of at least sixty percent (60%) of the then ouisunding shares of Series A Preferred Stack,
consenting or voting (as the case may be) together ag a single class, given at any time on or after June 30,
2007 (the “Series A Redemption Notice™), the Corporation: shall redesm all, but not less than all, of the
then outstanding Series A Preferred Stock, from funds legally available, therefore, (the “Sexicy A
Redemption Dates™. Upon rcceipt of the Seriss A Redemption Notice, the Corporation will 50 notify in
writing all other persons holding Series A Preferred Stock of the scheduled redemption in accordance
with paraeranh ¢ of this Sspton V. After receipt of the Series A Redemption Notice, the Corporarion
ghall fix the date for redemption of the Series A Preferred Stock (the 'Series A Rederoption Dae’
provided that the Series A Redemption Date shall occur at least forty-five but not more than sixty (60)
days after receipt by the Corporation of the Series A Redemption Notice. All holders of Sedies A
Preferred Stoack shall deliver to the Comporation during regular business hours, at the office of any trensfer
sgent of the Corporation for the Series A Preferred Stock or at the principal office of the Corporation or at
such other place as may be designated by the Carporation, the certificate or certificates for the Series A
Preferred Stock to be redeemed en the Series A Redemption Date, duly endorsed for wransfer to the
Corporation (if required by it) on or before the Series A Redemnption Date.

b. Redemmtion Prive and Pavment. The Series A Prefermed Stock to b tadeemed on
the Series A Redemption Date shall be redesmed by paying for each share in cash an amount equal to
(2) the Stated Value per share of each such share, plus (b) an amount equal to the total amount of () all
dividends accrued and unpaid on each such share to'the date such share is redeemed, whether or not
declared, and (i) all other dividends declared and unpaid on each such share through the date of actual
redemption, such amount being referred to as the “Serigs A Redenplion Prics”. Such payment shall be
made in full on the Seyies A Redemption Date to the holders ¢ntitled thereto with respect to the shares.

<. Redemption Mechanics for Optional Rederpptions. At least twenty (20) but not

tnore than thirty (30) days prior to the Series A Redamption [hate, written notice (the “Corporation Series
i ice™) shall be given by the Corporation by mail,. postage yrepsid, by repidable

ovemight deiivery service, or by facsimile transmission, to each holder of record (at the ¢lose of business
on the business day next preceding the day on which the Series A Redemption Notice is given) of shares
of Series A Preferred Stock notifying such holder of the redernption and specifying the Series A
Redemption Price, the Series A Redemption Date and the place where the said Series A Redemption Price
shall be payable. Notwithstanding sny provision m these Articles of Incorporation to the contrary, after
the Corporation has furnished the Corporetion Seriez A Redemption MNotice, each holder of ghares of
Series 4 Preferred Stock called for redernption may, on or before the close of the last business dey
preceding the Series A Redemption Date, cotrvert such shares into shares of Common Stock on the basis
set forth in Section IV of this Article YV, paragaaph 4, which conversion may be made contingent on the
lsqchcdlﬂcd redemiption astually occurring as contemplated in the Corporation Scrics A Redemption

otice.

The Comporation Series A Redemption Notice shall be addressed to gach holder of Series A Preferred
Stock at his address as shown by the records of the Corporation. From and after the close of business on
the Serics A Redemption Date, as applicalle, mnlass there shail have been a defanit in the payment of the
Serles A Redemption Price, al) tights of holders of shares of Series A Preferred Stock to be redeemed on
the Series A Redemption Date, (except the right to receive the Serics A Redenption Price, as applicable)
shall cease with respect to such shares, and such sharee shall not thereafter be transfarred on the books of

HC4000149633 3 2

Vdd



—HOAOODIAYGII 3 = : N P, ae

the Corporstion or be deemed o be outsmnding for any purpose whatsoever. If the funds of the
Corporation legally available for redemption of Series A Preferred Stock on any Series A Redemption
Date are insufficient to redeern the number of shares, if any, of Series A Preferred Stock required under
this Sgetion V to be redeemed on such date, those funds which are legally available will be nsed to
redesm the shares of Series A Preferred Stock to be redeemed on the Series A Redemption Date and the
maximum possible number of such shares of Series A Preferred Stock ratably iff the funds of the
Corporation Tegally available, therefore, are insufficient to redeem all shares of Series A Preferred Stock,
At any time thereafier when additional fimds of the Corporation become legally available for the
redemption of Series A, Preferred Stock, such funds will be used, at the end of the next succeeding fiscal
quartsr, to redecr the balance of the shares of Series A Prefemed Stock which the Corporation was
theretofore obligated to rodeem, ratably. Any shares of Series A Preferred Stock not redecmed shall
rermain outstanding and entitled ro all rights and preferences provided herein.

edeemed Mherwise Acquired Shi o be Retired.  Any shares of Preferred
Stock redesmed pursuant to this Section V or otherwise acquired by the Corporation in any manner
whatsoever shall be canceled and shall riot under any cicumstanges be reissucd; and the Corporation may
frorn tne to time take such sppropriate corpoTate achion a5 rmay bt necessary W Teduce accordingly the
nurnber of atthorized shares of Prafemed Stock.

VI. DEFINITIONS
As used herein, the following terms shall have the following meanings:

a. The term “Pegson” shall mean an individual, parmership, corporation,
unincomorated organization or association, limited liability company, trust or other entity.

b. The term “Sale of the Comoration”™ shall mean (1) a merger, combination,
consolidation or similar business combination involving the Cotporation in which the holders of voting
securitics of the Corperation immediately prior thessto are not the holders of & majority in {mterest of the
voting securities of the surviving entity in such transaction, (2) 2 sale, lease or conveyance of ajl or
substantially 411 of the assets of the Corparation, or (3} a sele of a majority of the cwtstanding voting
securities of the Corporation other than in a public offering of such securities.

. The term “Staed Value” shall mean $1.00 per share (subject to appropriate
adiustment for the Mileston Adjustment and stock splits, reverse stock splits, stock dividends,
recapitalizations, reclagsifications and similar events affecting the Series A Preferred Stock).

d. The term “Subsidiary” shall mean any corporation, partnership, trust or other
entity of which the Corporation: and/or any of its other subsidiaties diteetly or indirectly owns at the time
1 majority of the outstanding voting securities of such corporation, partmership, trust or other entity,

The foregoing Amendment to the Articles of Incorporation was duly adopted by the Board of
Directors on July 19, 2004. Shareboider approval was not required.
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Echedule IV (a) to the
Axtigles of Incorporation
of

- Parses, Inc.

Milestongs

Parses, Inc. hag suthorized the issuance of Series A Preferred Stock which is mitially
convertible into one share of common stock for each share of Serics A Preferred Stock as more
fully set forth in Article TV of the Articles of eorporation. The Corporation understahds that if
the following milestores arc not met by August 1, 2005 then the Applicable Conversion Price (as
defitted in Article IV, Section A(IV)(a)) will be adjusted as more fiully set forth below.

A.  Milestones,

1. Revenuc should be at Jeast $500,000 for the three-months ending July 31, 2005
(*Milestone # 1™).

This will be on an accrual basis, i.e. sudirs completed will count towards revenue, subject

to historic perforrmance of recoveries. Audits eompleted during the three-menths ending
July 31, 2005, will be counted towards revenue and a historic recovery factor will be
applied to al] overpayments (appifed to actual and extrapolated audits}.

2. 'The pipeline, ag of July 31, 2005, for lives under contract, shonld be 2 minimnn of
2,000,000 (*Milestone #27).

¢ A minimum of 2,000,000 lives under comtract, creating a potential of 1,200,000
audits for the following 12 months.

3. The pipclinc, as of July 31, 2005, for audits, should be x mizimuam of 300,000
(“Milestone #37).

s  For the three-months ending Jely 3{, 2005, & pipeline of 300,000 audits, which
has been approved by the client and can b completed in a rgasonable time
period, however, because of extrapolation the number of actuel andits may be far
less.

» Thepipeline to be defined as follows:

All audits assigned to auditors (in the process of being completed)
All medica] records imaged and posted: ready to be assigned
All medical records received: ready o be imaged and assigned
All records requested from physicians (letiers sent) @) 80% factor.
All records approved for review by elients: the ¢lient has approved
sehding a letter to request these medical records from their physicians @
g:% factor. Such letters could reasonably be sent out within 30 - 50
ys

. ¢ 0 8
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Note; The 80% factor is used to adjust for those few dactors that challenge the process.
‘While they eventually coraply, they delay the process and wotld fall out of our window
of 120 days. .

Such a pipeline would assure a continuous supply of audited records and recovery
activity. In a simpler overview, if PARSES has 1,500 physicians, with an average of 200
medical records to be reviewed (direct audit and extrapolation), then a backlog or
pipeline of 300,000 andits would cxist

B. Adipstment to Applicable Conversicn Price.

"

1.

# 322167V
804000145633 3

Foll Adjustment.  If the Corporation fails to achieve any of the Milestones,
then the Applicable Conversion Price shall be reduced, as discussed in paregraph
2 below, from $1.00 to an amount not less than $.377 per share (the “Full
Adjustment™). If the Full Adjustment is mads the holder of each share of Series
A Preferred Stock would raceive 2.65 shares of Cormmmon Stock for each share of
Series A Preferred Stock, and, on an aggregate basis, the holders of the Series A
Preferred Stock would own approximately 40% of the Comunen Stock of the
Corporation, calculated on a fully diluted basis, as of the date of this filing.

Pariinl Achievement of Milestone. If the Corporation fails to achieve 100% of
each Milestone then the existing Applicable Conversion Price shall be reduced
from $1.00, The Applicable Conversion Price shall be reduced by a dollar
amount egual to the product of $.01 and the percentage by which cach factor is
missed, up to the maximum downward adjustment of 8.622.

If 2 Milestone is met or exceeded, that factor iz notf taken imte consideration in
adjusting the Applicable Conversion Price downward, Additionally, the 3.01
adjustment will be equitably adjusted to take into effect stock splits, stock
dividends, combinations and other events set forth in Article IV, Section IV,

Paragtaphs (d) - (B)-

EXAMPLE: For cxample assume that, for (or at) the three-months ended July 31,
20035, the Corporation has revenue of $480,000; 1,950,000 lives under coniract;
and an audit pipeline of 295,000. Each Milestone would have been partially met.
Milestone # ! (revenue) would have been migsed by 320,600 ($500,000 -
£430,0000 or 4% (520,000 + $500,000). Milestone # 2 (lives pipeline) was
missed by 50,000 lives (2,000,000 - 1,950,000), or 2.5% (50,000 + 2,000,000},
Milestone # 3 (audit pipeline) was also missed, by 5,000 lives (300,000 -
295,000), or 1.7% (5.000 = 306,000).

The reduction is the purchase price is equal to the product of 5.01 and the sum of
the percentages by which the Milestones are missed. The sum of the percentage
shortfalls is 3.2% (4% + 2.5% + 2.7%), which, when uitiplied by §.01, results
in 2 downwerd adjustment of 5.08Z (8.2 x $.01). Thus, the Applicable
Conversion Price would be reduced to $.918 (51.00 - 5.082). Accordingly, the
holder of each share of Serics A Preferred Stock would receive 1.09 shares of
Cong;g Btack for each shere of Series A Preferred Stock. [$1.00 + 5.918/share
= L. zres).
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. IN WITNESS WHEREQF, PARSES, INC, has caused its corporate seal to be affixed hereunto
and this Certificate to be duly executed by fts Chief Executive Officer and attested o by its Seeretary, this

19th day of July, 2004,

Dermis P.H. Mihale, Its, Chief Executive Officer
and Director

wame 1324081
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