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ARTICLES OF AMENDMENT TO ARTICLES OF INCORPORATION
OF BROOKSIDE TECHNOLOGY HOLDINGS CORP,

CERTIFICATE OF DESIGNATION,
PREFERENCES AND RIGHTS OF
SERIES B CONVERTIBLE PREFERRED STOCK

Brookside Fechnology Holdings Corp., a corporation organized and existing under the
laws of the State of Florida (the “CORPORATION™), hereby certifies that the Board of Directors
of the Carporation (the “BOARD”), pursuant to authority of the Board as tequired by applicable
corporate law, and in accordance with the provisions of its Articles of Incorperation, as amended
(the “ARTICLES OF INCORPORATION”) and Bylaws, has and hereby authorizes a seties of
the Corporation’s previously authorized Preferred Stock, par value 80001 per share (the
“PREFERRED STOCK™), and hereby states the designation and number of shares, and fixes the
rights, preferences, privileges, powers and restrictions thereof, as specified below. The
amendment was adopted on Sept. 14, 2007 by the Board of Directors without shareholder action
and shareholder action was not required.

SERIES B CONVERTIBLE PREFERRED STOCK
" DESIGNATION AND AMOUNT -

Three Million (3,000,000) shares of the authorized and un-issued Preferred Stock of the
Corporation are hereby designated “SERIES B CONVERTIBLE PREFERRED STOCK" with
the following rights, preferences, powers, privileges, restrictions, qualifications and limitations:

1. Stated Value. The stated value of each issued share of Series B Convertible
Preferred Stock shall be deemed to be $1.00 (the “STATED VALUE"), as the samec may be
equitably adjusted whenever there may occur a stock dividend, stock split, combination,
reclagsification or similar event affecting the Series B Convertible Preferred Stock.

2. Dividends.

(a) Dividends on Series B Convertible Preferred Stock. From and
including the Date of Issuance (as defined below) of each share of Series B Convertible
Preferred Stock to the earliest of [A] the payment of the Individual SERIES B LIQUIDATION
PREFERENCE Payment {as defined in Section 4(2) below) on each share of Series B
Convertible Preferred Stock upon the liquidation, dissolution or winding-up of the Corporation,
[B] the conversion of the Series B Convertible Preferred Stock, or [C] the date two (2) years
from the Dare of Issuance of the share of Series B Convertible Preferred Stock, the holders of
shares of Series B Convertibie Preferred Stock shall be entitled to receive, prior to and in
preference to any declaration or payment of any dividend on any other shares of capital stock of
the Corporation, a dividend for each such share at a rate per annum equal to sixteen percent
(16%) of the Stated Value thereof, payable quarterly by one of the following methods, as
selected by the Corporation: [Y] in cash, to the extent funds are legally available therefor in

- accordance with applicable corporate law; or [Z] in-kind, with shares of Common Stock
registered on Form 8B-2 (or an alternative available form if the Corporation is not eligible to file
a Form SB-2), at 2 ten percent (10%) discount to the “MARKET PRICE” (as defined in Section
HO07000229165 3
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9 below). The date on which the Corporation initially issues any share of Series B Convertible
Preferred Stock shall be deemed its “DATE OF ISSUANCE,” regardless of the number of times
wransfer of such share is made on the stock records maintained by or for the Corporation and
regardless of the number of certificates which may be issued to evidence such share.

(b)  Priority of Payment. In the event that full dividends are not paid under
Sectjon 2(a) above to the holders of all outstanding shares of Series B Convertible Preferred
Stock so entitled to such payment and funds available for payment of dividends shall be
insufficient to permit payment in full to such holders, the entire amount available for payment of
dividends shall be distributed ratably among all holders of Series B Convertible Preferred Stock
in proportion to the full amount to which they would otherwise be respectively entitled and any
amounts that remain unpaid shall accrue and becowme payable once sufficient funds are available

to pay such dividends.
3. Yoting.

(a) Number of Votes. On any matter presented to the stockholders of the
Corporetion for their action or consideration at any meeting of stockholders of the Corporation
(or by written consent of stockholders in lieu of a meeting), each holder of outstanding shares of
Series B Convertible Preferred Stock shall be entitled, subject to the limitation set forth in
Section 3(b) below, to cast the number of votes for the Series B Convertible Prefetred Stock in
an amount equal to the number of whole shares of Common Stock into which the shares of
Series B Convertible Preferred Stock held by such holder are convertible as of the record date for
determining stockholders entitled to vote on such matter. Except as provided by law or by the
provisions of Sections 3(c) and (d) below, holders of Series B Convertible Preferred Stock shall
vote together with the holders of Common Stock, and with the holders of any other series of
Preferred Stock the texmns of which so provide, together as a single class.

(b)  Limitation on Number of Votes. Notwithstanding anything contained
herein to the contrary, the voting rights of each holder of outstanding shares of Series B
Convertible Preferred Stock shall be limited in accordance with Section 6 hereof, so that each
holder of Series B Convertible Preferred Stock shall be entitled to vote only that number of votes
equal to the number of whole shares of Common Stock into which the shares of Serics B
Convertible Preferred Stock are convertible as of the record date, up to & maxiraum of 4.99% of
the outstanding shares of Common Stock of the Corporation.

{¢c)  Senior Securities or Financial Instruments. At any time when a
minimum §3,000,000 of the Stated Value of the shares of Series B Convertible Preferred Stock
are outstanding, except where the vote or written consent of the holders of a greater number of
shares of the Corporation is required by law, by the Articles of Incorporation, or by this
Certificate of Designations, Preferences and Rights of Series B Convertible Preferred Stock (the
“CERTIFICATE OF DESIGNATIONS™), and in addition to any other vote required by law, the
Articles of Incorporation, or this Certificate of Designations, without the written consent or
affirmative vote of the holders of fifty percent (50%) of the then-outstanding shares of Serics B
Convertible Preferred Stock given in writing or by vote at a meeting, consenting or voting (as the
case may be) as a separate class from the Common Stock, the Corporation shall not, cither
directly or by amendment, merger, consolidation or otherwise, issue any Additional Shares of
H07000229165 3
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Common Stock (as defined in Segtion 5(d) below) unless the same rank jumior to the Series B
Convertible Preferred Stock with respect to the distribution of assets on the liquidation,
dissolution or winding-up of the Corporation and with respect to the payment of dividends and
redemption rights, if applicable. Notwithstanding the foregoing, this Section 3(c) shall not apply
to a Qualified Financing (as such terms are defined in Section 9 below)

(d)  Other Limitations on Corporate Action. At any time when a minimum
of $3,000,000 of the Stated Value of the shares of Series B Convertible Preferred Stock is
outstanding, except where the vote or written consent of the holders of a greater number of
shares of the Corporation is required by law, the Articles of Incorperation, ot by this Certificate
of Designations, and in addition to any other vote required by law, the Asticles of Incorporation,
or by this Certificate of Designation, without the written consent or affitmative vote of the
holders of no-less than fifty percent (50%) of the outstanding Stated Valuec of the Series B
Convertible Preferred Stock consenting or voting (as the case may be) as a separate class from
the Common Stock, the Corporation shall not, either directly or by amendment, merger,
consolidation or otherwise: ‘

(i) until the Effective Date of the Registration Statement (as defined
below), purchase or redeem or pay ot declare any dividend or make any distribution on, any
shares of stock other than the Series B Convertible Preferred Stock as expressly authorized
herein, or permit any Subsidiary to take any such action, except for (A) securities issued to the
Holders of the Series A Convertible Preferred Stock in accordance with the terms of such class;
(B) securities repurchased from former employees, officers, directors, consultants, or other
persons who performed services for the Corporation or any subsidiary in connection with the
cessation of such employment or service; or (C) securities repurchased upon the exercise of the
Corporation’s right of first refusal to purchase such securities, each as approved by the Board;

(if)  after the Effective Date of the Registration Statement, purchase or
redeern or pay or declare any dividend or make any distribution on, any shares of stock other
than the Series B Convertible Preferred Stock as expressly authorized herein, or permit any
Subsidiary to take any such action, o long as an accrued dividend under Section 2 is unpaid,
except for (A) securities issued to the Holders of the Series A Convertible Preferred Stock in
accordance with the terms of such class; (B) securities repurchased from former employees,
officers, directors, consultants, or other persons who performed services for the Corporation or
any Subsidiary in connection with the cessation of such employment or service; or (C) securities
repurchased upon the exercise of the Corporation's right of first refusal to purchase such
sccurities, cach as approved by the Board;

(xii)  alter or change the voting or other powers, preferences, or other
rights, privileges, or restrictions of the Series B Convertible Preferred Stock contained herein (by
merger, consclidation, or otherwise); or

(iv}) make, or permit any Subsidiary to meke, any loan or advance to
any person, including, without limitation, any employee or director of the Company, or incur any
Indebtedness, except the Permitied Debt.

4, Liguidation, Dissclution, or Winding-Up.
HO07000229165 3
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(a)  Payments to Holders of Series B Convertible Preferred Stock. Upon
any liquidation, dissolution or winding-up of the Corporation, whether voluntary or invohmtary,
the holders of the shares of Series B Convertible Preferred Stock shall be paid, before any
payment shall be paid to the holders of Common Stock, Series A Convertible Preferred Stock, or
any other stock ranking on liguidation jumior to the Series B Convertible Preferred Stock
(collectively, the “JUNIOR STQCK™), an amount for each share of Series B Convertible
Preferred Stock held by such holder equal to the sum of (1) the Stated Value thereof and (2) an
amount equal to dividends accrued but unpaid thereon, computed to the date payment thereof is
made available (such applicable amount payable with respect to a share of Series B Convertible
Preferred Stock sometimes being referred to as the “INDIVIDUAL SERIES B PREFERRED
LIQUIDATION PREFERENCE PAYMENT” and with respect to all shares of Series B
Convertible Preferred Stock in the aggregate sometimes being referred to as the *"AGGREGATE
SERIES B LIQUIDATION PREFERENCE PAYMENT™). I, upon such liquidation, dissolution
or winding-up of the Corporation, whether voluntary or involuntary, the assets to be distributed
among the holders of shares of Series B Convertible Preferred Stock shall be insufficient to
permit payment to the holders of Series B Convertible Preferred Stock of an aggregate amount
equal to the Aggregate SERIES B LIQUIDATION PREFERENCE Payment, then the entirc
assets of the Corporation to be so distributed shall be distributed ratably among the holders of
Series B Convertible Preferred Stock (based on the Individual SERIES B PREFERRED
LIQUIDATION Preference Payments due to the respective holders of Series B Convertible
Preferred Stock).

(t) Payments to Holders of Junior Stock. After the payment of all
preferential amounts required to be paid to the holders of the Series B Convertible Preferred
Stock and any other class or series of stock of the Corporation ranking on liquidation senior to or
on a parity with the Series B Convertible Preferred Stock, the holders of shares of Junior Stock
then outstanding shall be entitled to receive the remaining assets of the Corporation available for
distribution to its stockholders as otherwise set forth in the Articles of Incorporation.

5. QOptional Conversion, The holders of Series B Convertible Preferred Shares shall
have the conversion rights as follows:

(a)  Right to Convert, Each share of Series B Convertible Preferred Stock
shall be convertible, at the option of the holder thereof, at any time after the Date of Issuance,
and without the payment of additional consideration by the holder thereof, into such number of
fully-paid and nonassessable shares of Cormmon Stock as is determined by dividing (1) the sum
of (i) the Stated Value per share and (ii) all dividends accrued and unpaid on each such share to
the date such share is converted, whether or not declared, and all other dividends declared and
unpaid on each such share through the date of actual conversion, by (2) the Series B Conversion
Price in effect at the time of conversion. The “SERIES B CONVERSION PRICE” shall be
$0.125. The Series B Conversion Price, and the rate at which shares of Serics B Convertible
Preferred Stock may be converted into shares of Common Stock, shall be subject to adjustment
as provided below.

(b)  Fractionat Shares. No fractional shares of Common Stock shall be issued
upon conversion of the Series B Convertible Preferred Stock. In lieu of any fractional shares to
which the holder wauld otherwise be entitled, the Corporation shall pay cash equal to such

HO7000229165 3
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fraction multiphied by the fair market value of a share of Comtmon Stock as determined in good
faith by the Board, or round-up to the next whole number of shares, at the Corporation’s option.
Whether or not fractional shares would be issuable upon such conversion shall be determined on
the basis of the total number of shares of Series B Convertible Preferred Stock the holder is at the
time converting into Common Stock and the aggregate number of shares of Common Stock
issuable upon such conversion.

{¢)  Mechanics of Conversion.

Q) For a holder of Series B Convertible Preferred Stock to voluntarily
convert shares of Series B Convertible Preferred Stock into shares of Common Stock, that holder
shall surrender the certificate or certificates for such shares of Series B Convertible Preferred
Stock (or, if the registered holder alleges that such certificate has been lost, stolen, or destroyed,
a lost certificate affidavit and agreement reasonably acceptable to the Corporation to indemnify
the Corporation against any claim that may be made against the Corporation on account of the

alleged loss, theft, or destruction of such certificate), at the office of the transfer agent for the

Series B Convertible Preferred Stock (or at the principal office of the Corporation if the
Corporation serves as its own transfer agent), together with written notice that the holder elects
to convert all or any number of the shares of the Series B Convertible Preferred Stock
represented by such certificate or certificates and, if applicable, any event on which such
conversion is contingent. The notice shall state the holder’s name or the names of the nominees
in which the holder wishes the certificate or certificates for shares of Common Stock to be
issued. If required by the Corporation, certificates surrendered for conversion shall be endorsed
ot accompanied by a written instrument or instrumenis of transfer, in form satisfactory to the
Corporation, duly executed by the vegistered holder or his, her, or its attorney duly authorized in
writing: The close of business on the date of receipt by the transfer agent of such certificates (or
lost certificate affidavit and agreement) and notice (or by the Corporation if the Corporation
serves as its own transfer agent) shall be the time of conversion (the “CONVERSION TIME™),
and the shares of Common Stock issuable upon conversion of the shares represented by such
certificate shall be deemed to be outstanding of record as of that date. The Corporation shall, as
soon as commercially practicable after the Conversion Time, issue and deliver at such office to
the holder of Series B Convertibie Preferred Stock, or to his, her, or its nominee(s), a certificate
or certificates for the number of shares of Common Stock to which the holder(s) shall be entitled,
together with cash in lieu of any fraction of a share, if applicable.

(ii)  The Corporation shall at all times while the Series B Convertible
Preferved Stock is outstanding, reserve and keep available out of its authorized but unissued
stock, for the purpose of effecting the conversion of the Series B Convertible Preferred Stock,
such number of its duly authorized shares of Common Stock as shall from time to time be
sufficient to effect the conversion of all outstanding Series B Convertible Preferred Stock; and if,
at any time, the number of authorized but unissued shares of Common Stock shall not be
sufficient to effect the conversion of all then-outstanding shares of the Series B Convertible
Preferred Stock, the Corporation shall take such corporate action as may be necessary to increase
its authorized but unissued shares of Common Stock to such number of shares as shall be
sufficient for such purposcs, including, without limitation, engaging in best efforts to obtain the
requisite stockholder approval of any necessary amendment to the Articles of Incorporation

H07000229165 3
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(i)  All shares of Series B Convertible Preferred Stock that shall have
been surrendered for conversion as herein provided shall no longer be deemed to be outstanding,
and all rights with respect to such shares, including the rights, if any, to receive notices, to vote,
and to receive payment of any dividends accrued or declared but umpaid thereon, shall
immediately cease and terminate at the Conversion Time, except only the right of the holders
thereof to receive shates of Common Stock in exchange therefor. Any shares of Series B
Convertible Preferred Stock so converted shall be retired and cancelled and shall not be reissued
a3 shares of such series, and the Corporation (without the need for stockhaldet action) may from
time to time take such appropriate action as may be necessary to reduce the authorized number of
shares of Series B Convertible Preferred Stoek accordingly.

(v) Upon any such conversion, no adjusiment.to the Series B
Conversion Price shall be made for any accrued or declared but unpaid dividends on the Series B
Convertible Preferred Stock surrendered for conversion or on the Common Stock delivered upon
conversion.

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

(d)  Adjustments to Series B Conversion Price for Diluting Issues

(i)  Special Definitions. For purposes of this Section 5, the following
definitions shall apply:

(A) “OFTION” shall mean rights, options, or warrants to
subseribe for, purchase, or otherwise acquire Common Stock or Convertible Securities.

(B) “DATE OF ISSUANCE” shall mean the date on which the
first share of Series B Convertible Preferred Stock was issued,

(Cy “CONVERTIBLE SECURITIES” shall mean any evidence
of indebtedness, shares or other securities directly or indirectly convertible into or exchangsable
for Common Stock, but excluding Options.

(D) “ADDITIONAL SHARES OF COMMON STOCK” shall
mean all shares of Common Stock issued (or, pursuant to Section 5(d)(jii) below, deemed to be
issued) by the Corporation after the Date of Issuance, other than the following (“EXEMPTED
SECURITIES™): .

(1)  shares of Common Stock issued or deemed issued as a
%dﬁﬁ’j'ofz‘b‘fgg"fmn on the Series A Convertible Preferred Stock or the Series B Convertible

SLK_TAM: #807618v1 6
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Preferred Stock as liquidated damages pursuant to the Investor Rights Agreement entered into
between the Corporation and the holders of the Series A Convertible Preferred Stock or the
Serics B Convertible Preferrad Stock, respectively;

()  shares of Common Stock issued or issuable by reason of &
dividend, stock split, split-up or other distribution on shares of Common Stock that is covered by

Section 5{g). 5{D) or 5(g) below;

()  shares of Common Stock issued or deemed issued to
employees or directors of, or consultants to, the Corporation or any of its Subsidiaries for
services rendered pursuant to a plan, agreement, or arrangement approved by the Board;

(IV)  shares of Common Stock or Convertible Securities issued
upon the exercise of Options, or shares of Common Stock issued upon the conversion or
exchange of Convertible Securities (including the Series A Convertible Preferred Stock, the
Series B Convertible Preferred Stock, the Scries A Warrants, the Series B Warrants, the Series C
Warrants and the Series D Warrants, including any warrants issued to Midtown Partners & Co.,
LLC (as placement agent) in connection with the offering of the Series B Convertible Preferred
Stock)), in each case, provided the issuance is pursuant to the terms of such Option or
Convertible Security;

(V) shares of Common Stock issued or deemed issued in
connection with a bona fide joint venture or business acquisition of or by the Corporation,
whether by merger, consolidation, sale of agsets, sale or exchange of stock, or otherwise;
provided that any such igsuance is approved by the Board; and

(VI) the Company’s offering of shares of Series B Convertible
Preferred Stock and the Series D Warrants pursuant to the Securities Purchase Agreement (as
defined below).

(i)  No Adjustment of Series B Conversion Price. No adjustment in
the Series B Conversion Price shall be made as the result of the issuance of Additional Shares of
Common Stock if the consideration per share (determined pursuant to Section 5(d)(v) below) for
such Additional Shares of Common Stock issued or deemed to be issued by the Comoration is
equal to or greater than the applicable Series B Conversion Price in effect immediately prior to
the issuance or deemed issuance of such Additional Shares of Common Stock.

(i)  Deemed Issue of Additional Shares of Common Stock

(A) If the Corporation, at any timc or from time to time afier
the Date of Issuance, shall issue any Options or Convertible Securities (excluding Options or
Convertible Securities that, uypon exercise, conversion, or exchange thereof, would entitle the
holder thereof to receive Exempted Securities) or shall fix a record date for the determination of
holders of any class of securities entitled to receive any such Options or Convertible Sccurities,
then the maximum number of shares of Common Stock (as set forth in the instrument relating
thereto, assuming the satisfaction of any conditions to exercisability, counvertibility, or

exchangeability but without regard to any provision contained therein for a subsequent

sﬁdngl ggcg number) issuable upon the excrcise of such Options or, in the case of

SLE_TAM: #807618v1 7
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Convertible Securities and Options therefor, the conversion or exchange of such Convertible
Securities, shall be deemed to be Additional Shares of Common Stock issued as of the time of
such issue or, in case such a record date shall have been fixed, as of the close of business on such
record date,

(B) If the terms of any Option or Convertible Security, the
issuence of which resulted in an adjustment to the Series B Conversion Price pursuant to the
terrns of Section 5(d)(iv) below, are revised (either automatically pursuant to the provisions
contained therein or as a result of an amendment to such terms) to provide for either (1) any
increase or decrease in the number of shares of Common Stock issuable upon the exercise,
conversion, or exchange of any such Option or Convertible Security or (2) any increase or
decrease in the consideration payable to the Corporation upon such exercise, conversion, or
exchange, then, effective upon such increase or decrease becoming effective, the Series B
Conversion Price computed upon the original issue of such Option or Convertible Security (or
upon the occurrence of 2 record date with respect thereto) shall be readjusted to such Scrics B
Conversion Price as would have been obtained had such revised terms been in effect upon the
original date of issnance of such Option or Convertible Security. Notwithstanding the foregoing,
no adjustment pursuant to this clause (B) shall have the effect of increasing the Series B
Conversion Price to an amount that exceeds the lower of (i) the Series B Conversion Price on the
original adjustment date, or (ii) the Series B Conversion Price that would have resulted from any
issuances of Additional Shares of Common Stock between the original adjustment date and such
readjustment date.

(C) If the terms of any Option or Convertible Security
{excluding Options or Convertible Securities that, upon exercise, conversion, or exchange
thereof, would entitle the holder thereof to receive Exempted Securities), the issuance of which
did not result in an adjustment to the Series B Conversion Price pursuant to the terms of Sgction
5(dXiv) below (either because the consideration per share (determined pursuant to Section
3(d)(v) below) of the Additional Shares of Common Stock subject thereto was equal to or greater
than the Series B Conversion Price then in effect, or because such Option or Convertible Security
was issned before the Date of Issuance), are tevised after the Date of Issuance (either
automatically pursuant to the provisions contained therein or as a result of an amendment to such
terms) to provide for either (1) any increase or decrease in the number of shares of Common
Stock issuable upon the exercise, conversion, or exchange of any such Option or Convertible
Security or (2) any increase or decrease in the consideration payable to the Corporation upen
such exercise, conversion, or exchange, then such Option or Convertible Security, as so
amended, and the Additional Shares of Common Stock subject thereto (determined in the manner
provided in Section S(d)(ili}{A) above) shall be deemed to have been issued effective upon such
increase or decrease becoming effective.

(D) Upon the expiration or termination of any unexercised
Option or unconverted or unexchanged Convertible Security that resulted (either upon its
original issuance or upon a revision of its tems) in an adjustment to the Series B Conversion
Price pursuant to the terms of Section 5(d)(iv) below, the Series B Conversion Price shall be
readjusted to such Series B Conversion Price as would have been obtained had such Option or
Convertible Security never been issued.

H07000229165 3
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(iv) Adjustment of Series B Conversion Price Upon Issuance of
Additional Shares. of Common Stock. If the Corporation shall at any time after the Date of
Issuance issue Additional Shares of Common Stock (including Additional Shares of Common
Stock deemed to be issued pursnant to Section S(d)(iii) above), without consideration or for a
consideration per share Yess than the applicable Series B Conversion Price in effect immediately
prior to such issue, then the Series B Conversion Price shall be reduced, concurrently with such
issuance, to & price determined by multiplying the Series B Conversion Price in effect
immediately prior to such issuance by the fraction obtained by dividing (1) the number of shares
of Common Stock outstanding immediately prior to such issuance plus the number of shares of
Common Stock issuable upon ¢onversion of all issued and outstanding shares of the Series B
Convertible Preferred Stock multiplied by the Series B Conversion Price by (2) the sum of (a)
the number of shares of Common Stock outstanding immediately prior to such issuance plus the
nummber of shares of Common Stock issnable upon conversion of all of the shares of Series B
Convertible Preferred Stock multiplied by the Series B Conversion Price and (b) the number of
shares of Common Stock issued or issuable as a result of the issuance of Additional Shares of
Common Stock multiplied by the price at which such Additional Shares of Common Stock were
issued or would be issuable upon the exercise or conversion of such new rights, options,
warrants, or convertible or exchangeable securities.

(v)  Determination of Consideration. For purposes of this Section
5(d), the consideration received by the Corporation for the issue of any Additional Shares of
Common Stock shal} be computed as follows:

(A)  Cash and Property: Such consideration shall:

()] insofar as it consists of cash, be computed at the
aggregate amount of cash teceived by the Corporation, excluding amounts paid or payable for
accrued interest;

(II)  insofar as it consists of property other than cash, be
computed at the fair-market value thereof at the time of such issue, as deterrined in good faith
by the Board; and

(I1)  if Additional Shares of Common Stock are issued
together with other shares or securities or other assets of the Corporation for eonsideration that
covers both, be the proportion of such consideration so received, computed as provided iv
clauses (I} and (II) above, as determined in good faith by the Board.

B)  Options and Convertible Securities. The consideration per
share received by the Corporation for Additional Shares of Common Stock deemed to have been

issued pursuant to Section S(d)(iii) above, relating to Options and Convertible Secutities, shall be
determined by dividing

(D the total amount, if any, received or receivable by
the Corporation as consideration for the issue of such Options or Conwvertible Securities, plus the
aggregate amount of additional consideration (as set forth in the instruments relating thereto,
without regard to any provision contained therein for a subsequent adjustment of such

H07000229165 3
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consideration) payable to the Corporation upon the exercise of such Options or the conversion or
exchange of such Convertible Securities, or in the case of Options for Convertible Securities, the
exercise of such Qptions for Convertible Securities and the conversion or exchange of such
Convertible Securities, by

(I)  the maximum number of shares of Common Stock (as set
forth in the instcaments relating thereto, without regard to any provision contained therein for a
subsequent adjustment of such number) issuable upon the exercise of such Options or the
conversion or exchange of such Convertible Securities.

(vi)  Multiple Closing Dates. If the Corporation shall issue on more
than one date Additional Shares of Common Stock that are 2 part of one transaction or a series of
related transactions and -that would result in an adjustment to the Series B Conversion Price
pursuant to the terms of Section 5(d)iv) above, then, upon the final such issuance, the Series B
Conversion Price shall be readjusted to give effect to all such issuances as if they occurred on the
date of the first such issuance {and without giving additional effect to any adjustments as a result
of any subsequent issuances within such period).

(¢  Adjustment for Stock Splits and Combinations. If the Corporation
shall, at any time or from time to time after the Date of Issuance, effect a subdivision of the
outstanding Common Stock without a comparable subdivision of the Series B Convertible
Preferred Stock, or combine the outstanding shares of Series B Convertible Preferred Stock
without a comparable combination of the Common Stock, the Series B Conversion Price
effect immediately before that subdivision or combination shall be proportionately decreased so
that the number of shares of Common Stock issuable on conversion of each share of such series
shall be increased in proportion to such increase in the aggregate numbex of shares of Common
Stock outstanding or in proportion to such decrease in the aggregate number of shares of Series
B Convertible Preferred Stock outstanding, as applicable. If the Corporation shall, at any time or
from time to time after the Date of Issuance, combine the outstanding shares of Common Stock
without a comparable combination of the Series B Convertible Preferred Stock or effect a
subdivision of the outstanding shares of Series B Convertible Preferred Stock without a
comparable subdivision of the Common Stock, the Series B Conversion Price in cffect
immediately before the combination or subdivision shall be proportionately increased so that the
number of shares of Common Stock issuable on conversion of each share of such series shall be
decreased in proportion to such decrease in the aggregate number of shares of Common Stock
outstanding or in proportion to such increase in the aggregate number of shares of Series B
Convertible Preferred Stock outstanding, as applicable. Any adjustment under this subsection
shall become effective at the close of buginess on the date the subdivision or combination
becomes effective.

0 Adjustment for Certain Dividends and Distributions. If the
Corporation shall, at any time or from time to time after the Date of Issuance, make or issue, or
fix a record date for the determination of holders of Common Stock entitled to reccive, a
dividend or other distribution payable on the Common Stock in additional shares of Common
Stock, then, and in each such event, the Series B Conversion Price in effect immediately before
such cvent shall be decreased as of the time of such issuance or, in the event such a record date

shall have been fixed, as of the ¢lose of business on such record date, by multiplying the Series B
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Conversion Price then in effect by a fraction (i) the numerator of which shall be the totat number
of shares of Common Stock issued and outstanding immediately prior to the time of such
issnance or the close of business on such record date, and (ii) the denominator of which shall be
the total number of shares of Common Stock issued and outstanding immediately prior to the
time of such issuance or the close of business on such record date plus the number of shares of
Common Stock issuable in payment of such dividend or distribution; provided, however, that if
such record date shall have been fixed and such dividend is not fully paid or if such distribution
is not fully made on the date fixed therefor, the Series B Convetsion Price shall be recomputed
accordingly as of the close of business on such record date and thercafter the Series B
Conversion Price shalt be adjusted pursuant to this subsection as of the time of actual payment of
such dividends or distributions; and provided further, however, that no such adjustment shall be
made if the holders of Series B Convertible Preferred Stock simultaneously receive (i) a dividend
or other distribution of shares of Common Stock in a number equal to the number of shares of
Common Stock as they would have received if all outstanding shares of Series B Convertible
Preferred Stock had been converted into Common Stock on the date of such event; or (ii} a
dividend or other distribution of shares of Series B Convertible Preferred Stock that are
convertible, as of the date of such event, into such number of shares of Common Stock as is
cqual to the number of additional shares of Common Stock being issued with respect to cach
share of Common Stock in such dividend or distribution.

()  Adjustments for Other Dividends and Distributions. If the Corporation
shall, at any time or from time to time after the Date of Issuance, make or issue, or fix a record
date for the determination of holders of capital stock of the Corporation entitled to receive, a
dividend or other distribution payable in securities of the Corporation {other than a distribution
of shares of Common Stock in respect of outstanding shares of Comumon Stock) or in other
property (other than cash), then, and in each such event, the holders of Series B Convertible
Preferred Stock shall receive, simultancously with the distribution to the holders of such capital
stock, & dividend or other distribution of such securities or other property in an amount equal to
the amount of such securities or other property as they would have received if ail outstanding
shares of Serics B Convertible Preferred Stock had been converted into Common Stock on the
date of such event.

‘ ()  Adjustment for Merger or Reorganization, etc. If there shall occur any
reorganization, recapitalization, reclassification, consolidation or merger involving the
Corporation in which the Common Stock (but not the Serics B Convertible Preferred Stock) is
converted into or exchanged for securities, cash, or other property (other than a transaction
covered by Sections 5(e). {f}, or_(g) above), then, following any such reorganization,
recapitalization, reclassification, consolidation, or merger, each share of Series B Convertible
Preferred Stock shall thereafter be convertible in lieu of the Common Stock into which it was
convertible prior to such event into the kind and amount of securities, cash or other property that
a holder of the number of shares of Common Stock of the Corporation issuable upon conversion
of one share of Series B Convertible Preferred Stock immediately prior to such reorganization,
recapitalization, reclassification, consolidation, or merger would have been entitled to reccive
pursuant to such transaction; and, in such case, appropriate adjustment (as determined in good
faith by the Board) shali be made in the application of the provisions in this Section 5 with
respect to the rights and interests theresafter of the holders of the Series B Convertible Preferred
St!ﬁg%%%gefgﬁt the provisions set forth in this Sectjon 5 (including provisions with respect
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to changes in and, other adjustments of the Series B Conversion Price) shall thereafter be
applicable, as nearly as reasonably may be, in relation to any securities or other property
thereafter deliverable upon the conversion of the Series B Convertible Preferred Stock.

(i) Certificate as to Adjustments. Upon the occurrence of each adjustment
or readjustment of the Series B Conversion Price pursuant to this Section 5, the Corporation, at
its expense, shall, as promptly as reasonably practicable, but in any event not later than ten (10)
days thereafier, compute such adjustment or readjustment in accordance with the terms hereof
and furnish to each holder of Series B Convertible Preferred Stock a certificate setting forth such
adjustment or readjustment (including the kind and amount of securities, cash or other property
into which the Series B Convertible Preferred Stock is convertible) and showing in detail the
facts upon which such adjustment or readjustment is based. The Corporation shall, as promptly
as reasonably practicable after the written request at any time of any holder of Series B
Convertible Preferred Stock (but in any event not later than ten (10) days thereafter), furnish or
cause to be furnished to such holder a certificate setting forth (i) the Series B Conversion Price
then in effect, and (ii) the number of shares of Common Stock and the type and amount, if any,
of other securities, cash, or property that then would be received upon the conversion of Series B
Convertible Preferred Stock.

G) Notice of Record Date. In the event:

6} the Corporation shall take a record of the holders of its Common
Stock (ot other stock or securities at the time issuable upon conversion of the Series B
Copvertible Preferred Stock) for the purpose of entitling or enabling them to receive any
dividend or other distribution, or to receive any right to subscribe for or purchase any shares of
stock of any class or any other securnities, or to receive any other right; or

(ii) of any capital reorganization of the Corporation or any
reclassification of the Common Stack; or

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

then, and in each such case, the Corporation will send or cause to be sent to the holders of the
Series B Convertible Preferred Stock a notice specifying, as the case may be, (A) the record date
for such dividend, distribution, or right, and the amount and character of such dividend,
distribution, or right; or (B) the effective date on which such reorganization, reclassification,
consolidation, merger, transfer, dissolution, liquidation, or winding-up is proposed to take place,
and the time, if any is to be fixed, as of which the holders of record of Common Stock (or such
other stock or securities at the time issuable upon the conversion of the Series B Convertible
Preferred Stock) shall be entitled to exchange their shares of Common Stock (or such other stock
or securities) for securities or other property deliverable upon such reorganization,
reclassification, consolidation, merger, transfer, dissolution, liquidation, or winding-up, and the
amount per share and character of such exchange applicable to the Series B Convertible
Preferred Stock and the Common Stock. Such notice shall be sent at least ten (10) days prior to
the record date or effective date for the event specified in such notice. Any notice required by the
provisions hereof to be given to a holder of shares of Series B Convertible Preferred Stock shall

HO07000229165 3

SLK_TAM: #807618v1 : 12




SEP-14-2087 ©9:15

H07000229165 3

be deemed sent to such holder if deposited in the United States mail, postage prepaid, and
addressed to such holder at his, her, or its address appearing on the books of the Corporation,

6. Conversion Cap. In no event shall any holder be entitled to convert any Series B
Convertible Preferred Siock to the extent that, after such conversion, the sum of the number of
shares of Comman Stock beneficially owned by any holder and its affiliates {other than shares of
Common Stock which may be deemed beneficially owned through the ownership of the
unconverted portion of the Series B Convertible Preferred Stock or any unexercised right held by
any holder subject to a similar limitation), would result in beneficial ownership by any holder
and its affiliates of more than 4.99% of the outstanding shares of Common Stock (after taking
into account the shares to be issued to the holder upon such conversion). For purposes of this
Section 6, beneficial ownership shall be determined in accordance with Section 13(d) of the
Securities Exchange Act of 1934, as amended. Nothing herein shall preclude the holder from
disposing of a sufficient number of other shares of Common Stock beneficially owned by the
holder so as to thereafter permit the continued conversion of the Series B Convertible Preferred
Stock., )

7. Optional Redemption. -~ Subject to the provisions of this Section 7, the
Corporation may, at any time after the Date of Issuance and for the 90-day period thereafter,
redeem or cause a third party to purchase from the holders of the Series B convertible Preferred
Stock any or all of the then outstanding Segies B Convertible Preferred Stock (an “OPTIONAL
REDEMPTION”) for an amount, in cash, equal to the Optional Redemption Amount (as defined
below). “OPTIONAL REDEMPTION AMOUNT" shall mean the sum of (i) 110% of the Stated
Value of the Series B Convertible Preferred Stock then outstanding, (ii) accrued but unpaid
dividends on the Series B Convertible Preferred Stock and (jii) all liquidated damages and other
amounts due, if any, in respect of the Series B Convertible Preferred Stock pursuant to the terms
hereof. The closing of the Optional Redemption shall take place within thirty (30) days of the
date that the Corporation notifies the holders of the Option Redemption (the “OPTIONAL
REDEMPTION DATE") at the office of the Corporation. The Optional Redemption Amount is
due in full on the Optional Redemption Date. If any portion of the cash payment for an Optional
Redemption shail not be paid by the Corporation by the respective due date, interest shall accrue
thereon at the rate of ten percent (10%) per annum (or the maximum rate permitted by applicable
law, whichever is less) until the payment of the Optional Redemption Amount, plus alt amounts
owing thereon is paid in full. In addition, if any portion of the Optional Redemption Amount
ternains unpaid after such date, the holders of Series B Convertible Preferred Stock subject to
such Optional Redemption may elect, by written notice to the Corporation given at any time
thereafter, to invalidate ab initio such redemption, notwithstanding anything herein contained to
the contrary. The holders of Series B Convertible Preferred Stock may elect to convert their
shares of Series B Convertible Preferred Stock pursuant to Section 5 within five {5) days of the
date that the Corporation notifies the holders of the Option Redemption by delivery of a notice of
conversion (as contemplated by Segtion 5(c)) to the Corporation.

8, Waiver, Any of the rights, powers, or preferences of the holders of Series B
Convertible Preferred Stock set forth herein may be waived by the affirmative consent or vote of
the holders of at least a majority of the shares of Serics B Convertible Preferred Stock then
outstanding,

HO07000229165 3
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9. Definitions. As used herein, the following terms shall have the following
meanings:

(8)  “AFFILIATE” means, with respect to any Person (as defined below)), any
Person that, directly or indirectly, Controls, is Controlled by, or is under common Contro] with
such Person, including, without limitation, any general partner, executive officer, or director of
such Person or any holder of ten percent (10%) or more of the cutstanding equity or voting
power of such Person.

(b)  “CLOSING PRICE” for any day means: (i) the last reported sales price of
the Common Stock on such day on the principal securities exchange on which the Common
Stock is then listed or admitted to trading or on Nasdaq, as applicable; (i1} if no sale takes place
on such day on any such securities exchange or system, the average of the closing bid and asked
prices, regular way, on such day for the Common Stock as officially quoted on any such
securities exchange or system; (i) if on such day such shares of Common Stock are not then
listed or admitted to trading on any securities exchange or system, the last reported sale price on
such day for the Common Stock in the domestic over-the-counter market as reported on the Over
the Counter Bulletin Board (the “OTCBB”); (iv) if no sale takes place on such day, the average
of the high and low bid price of the Common Stock on such day in the domestic over-the-counter
market as reported on the OTCBB; (v) if on such day such shares of Common Stock are not then
listed or admitted to trading on any securities exchange or system, the last reported sale price on
such day for the Commeon Stock in the domestic over-the-counter market as reported on the by
the National Quotation Bureau, Incorporated, or any other successor organization, or (vi) if no
sale takes place on such day, the average of the high and low bid price of the Common Stock on
such day in the domestic over-the-counter market as reported by the National Quotation Bureau,
Incorporated, or any other successor organization. If, at any time, such shares of Common Stock
are not listed on any domestic exchange or quoted in the NASDAQ System or the domestic over-
the-counter market or reported in the “pink sheets,” the Closing Price shall be the fair market
value thereof determined by an independent appraiser selected in good faith by the Board.

(c) “CONTROL” means the possession, directly or indirectly, of power to
direct or cause the direction of management or policies (whether through ownership of voting
securities, by agreement or otherwise),

{d) “EFFECTIVE DATE OF THE REGISTRATION STATEMENT” shall
mean the date on which the SEC declares effective the Corporation’s registration statement filed
pursuant to Section 2 of the Investor Rights Agreement.

43 “INDEBTEDNESS"” means, as applied to any Person, all obligations,
contingent and otherwise, that, in accordance with GAAP, should be classified upon such
Person’s balance sheet as liabilities, or to which reference should be made by footnotes thereto,
mcluding, in any event and whether so classified: (a) al! debt and similar monetary obligations,
whether direct or indirect; (b) all liabilities secured by any mortgage, pledge, security interest,
lien, charge, or ather encumbrance existing on property owned or acquired subject thereto,
irrespective of whether the liability secured thereby shall have been assumed; (c) all guarantees,
endorsements, and other contingent obligations, whether direct or indirect, in respect of
indebtedness of others, including any obligation to supply funds to or in any manner to invest in,
H07000229165 3
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directly or indirectly, the debtor, to purchase indebtedness, or to assure the owner of
indebtedness against loss, through an agreement to purchase goods, supplies, or services for the
purpose of enabling the debtor to make payment of the indebtedness held by such owner or
otherwise; and (d) the obligation to reimburse the issuer in respect of any letter of credit.

(g) “INVESTOR RIGHTS AGREEMENT” shall mean the Investor Rights
Agreement dated September 14, 2007, by and among the Corporation and the other parties
thereto.

(h)  “MARKET PRICE” shall mean the average of the five (5) Closing Prices
of the Common Stock for the five (5) Trading Days preceding the date or the dates that the
dividend is due or a conversion is to occur, Notwithstanding the foregoing, if at the time a
dividend is peid pursuant to Section 2(a) above with registered Common Stock, and the
Corporation’s Common Stock is not listed on any domestic exchange or quoted in the NASDAQ
System or the domestic over-the-counter market or reported in the “pink sheets,” the Closing
Price shall be the fair market value thereof determined by an independent appmiser selected in
good faith by the Board.

(i) “PERSON” shall mean any individual, partnership, firm, corporation,
association, trust, unincorporated organization or other entity, as well as any syndicate or group
that would be deemed to be a person under Section 13(d)(3) of the Securities Exchange Act of
1934, as amended.

)] “PERMITTED DEBT"” shall mean (i) trade payables incurred in the
ordinary course of business; (ii) one or more debt facilities used to finance the purchase
inventory or raw materials for products manufactured by the Company, (iii} factoting of
accounts receivables; (iv) surety bonds and letters of credit issued or obtained in the ordinary
course of business; (v) the refinancing of debt existing as of the date of this Agreement, upon
substantially similar terms; and (vi) up to $25,000,000 of new Indebtedness to be used for or in
connection with either the acquisition of other business by the Corporation or to provide loans to
the Company’s film production clients.

(k) “QUALIFIED FINANCING" means an cquity offering obtained by the
Corporation after the date of this Certificate of Designation, provided, however, that (i) the gross
aggregate proceeds raised and liquidation preferences shall be no more than $5,000,000; (ii) the
dividend rate shall not exceed ten percent (10%); and (iii) the holders of the securities issued in
connection 'with the Qualified Financing shall not have voting rights more favorable than voting
rights granted to the Series B Convertible Preferred Stock. As a point of clarification, all equity
financings after the date of this Certificate of Designations shall be aggregated for purposes of
determining if the $5,000,000 cap has been met.

U] “SEC” means the United States Securities and Exchange Commission.

(m) “SEC RULE 144" means Rule 144 promulgated by the SEC under the
Securities Act,

n) “SECURITIES ACT” means the Securities Act of 1933, as amended, and

Wgﬁgions promulgated thereunder.
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(0) “SERIES A WARRANTS" means the Series A Warrants issued by the
Corporation prior to the date hereof; “SERIES B WARRANTS” means the Series B Warrants
issued by the Corporation prior to the date hereofl; “SERIES C WARRANTS™ means the Series
C Warrants issued by the Corporation ptior to the date hereol,

{ )] “SECURITIES PURCHASE AGREEMYENT” means the Securitics
Purchase Agreement dated Septernber 14, 2007, by and belween the Company and the investor
identified therein.

{d)  “SUBSIDIARY” shall mean any corporation, association, partnership,
limited liability company or other business entity af which more than fifty percent (50%) ol the
total voting power is, at the time, owned or controlled, directly or indirectly, by the Corporation
or one or more of the other Subsidiaries of the Corporation or a combination thereof.

ty) “TRADING DAY"™ means & day on which thc sccurities exchange,

association, or quotation system on which shares of Common Stock are listed for trading shall be

open for business or, if the shares of Common Stock shall not be listed on such exchange,

association, or quotation system for such day, a day with respect to which trades in the United
States domestic over-the-counter market shall be reporied,

S
aut.hnnzed
P ’4 INOL.

R.E.Db this Certificate of Designation has been executed by a duly
his 14™ day of Seplember. 2007.

-

Name: Md/ﬂt‘z« /Mﬁ".&_f‘
Title: (D

o—
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