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Mirna Horrnechea

Tel 954.765.0500

Fax 354.765.1477
hormecheam@gtiaw.com

November 24, 2010

VIA FACSIMILE - 850-617-6380

Florida Department of State
Division of Corporations
Corporate Filings
Tallahassee, Florida

" Re:  Digital Domain Holdings Corperation - P0%000001857
Dear Sir or Madam:

Please find enclosed the Amended and Restated Articles of Incorporation of
Digital Domain Holdings Corporation.

Please return the certified copy to my attention at fax 954-759-5519.
Thank you for your prompt attention to this matter.

Best repgards,
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AMENDED AND RESTATED |
ARTICLES OF INCORPORATION
OF
DIGITAL DOMAIN HOLDINGS CORPORATION

Pursuant to the provisions of Sections 607.1003 and 607.1007 of the Florida Business
Corporation Act (the "EBCA™), the Articles of Incorporation of Digital Domain Holdings Corporation,
a corporation organized and exisiing under the laws of the State of Florida (the “‘Comporation’), whose
Articles of Incorporation were originally filed with the Florida Department of State on January 7, 2009
and subsequently amended and restated in their entirety on October 1, 2010, are hereby amended and
restated in their entirety. On November 24, 2010, the Amended and Restated Articles of Incorporation
were duly adopted by the Corporation’s board of directors and approved by shareholders of the
Corporation holding a sufficient number of votes to approve the same, as follows:

ARTICLEI
NAME

The name of the corporation is Digital Domain Holdings Corporation.

: ARTICLEIl
PRINCIPAL OFFICE AND MAILING ADDRESS

The principal office and mailing address of the Corporation is 10521 SW Village Center Drive,
Suite 201, Port St. Lucie, Florida 34987.

ARTICLEIII
CORPORATE PURPOSE

This Corporation is organized for the purpose of transacting any and all lawful business
permitted under the Iaws of the United States and the State of Florida,

ARTICLEIV
CAPITAL STOCK

The aggregate number of shares of all classes of capital stock that the Corporation is authorized to
issue is One Hundred Twenty-Five Mitlion (125,000,000) shares, consisting of (i) One Hundred Million
{100,000,000) shares of common stock, $0.01 par value per share (the “Common . Stock™), and (i)
Twenty-Five Million (25,000,000) shares of preferred stock, $0.01 par value per share (the “Preferred
Stock™. One Hundred Thousand (100,000) shares of the Preferred Stock have been designated Series A
Preferred Stock. Article IV hereof contains a description of the Preferred Stock and a statement of the

designations and he powers, privileges and rights, and the gualifications, limitations or restrictions -

thereof, of the Series A Prefeired Stock.
Common Stock

Section 1. General. The voting, dividend and liquidation rights of the holders of the Common Stock are
subject to and qualified by the rights of the holders of the Preferred Stock.

Section 2. Voting Rights. Each holder of record of Common Stock shall be entitled to one vote for each
share of Common Stock standing in such Iﬁﬂqi%mm%@% of the Corporation. Except as
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otherwise required by law or Asticle IV of these Amended and Restated Articles of Incorporation or any
agreement to which the Corporation and its shareholders may be party, the holders of Comyoen Stock and
the holders of Preferred Stock shall vote together as a single class on all matters submitted to shareholders
for a vote (including any action by written consent}.

Section 3. Dividends. Subject to provisions of law and Article IV of these Amended and Restated
Articles of Incorporation, the holders of Common Stock shall be entitled to receive dividends out of funds
legally available therefor at such times and in such amounts as the Board of Directors may determine in

its sole discretion.

Section 4. Liguidation. Subject to provisions of law and Asticle IV of these Amended and Restated
Articles of Incorporation, upon any liguidation, dissolution or-winding up of the Corperation, whether
voluntary or involuntary, after the payment ot provisions for payment of ali debts and liabilities of the
Corporation and all preferential amounts to which the holders of the Preferred Stock are entitled with
respect to the distribution of assets in liquidation, the holders of Common Stock shall be entitled to the
remaining assets of the Corporation available for distribution.

Preferred Stock

. Section 1. Designation and Amount. The series of Preferred Stock designated and known as the

“Series A Preferred Stock™ shall have a par value of $0.01 per share and the number of shares constituting
the Series A Preferred Stock shall be One Hundred Thousand (100,000) shares.

Section 2. Rank. The Series A Preferred Stock shall rank, in each case as to distributions of assets
upon Hquidation, dissolution or winding up of the Corporation, whether voluntary or inveluntary (ali such
distributions being referred to collectively as “Distributions™): (i) prior to all of the Corporation’s
Common Stock, and (i) prior to any other class or series of capital stock of the Corporation hereafter
created, unless with any required approval or consent pursuant to Section 6, such other class or series of
capital stock of the Corporation, by its terms, ranks on parity with or senior to the Series A Preferred
Stock. .

Section 3. Dividends. No dividends shall be paid on any share of Common Stock or any other class
or series of capital stock of the Corparation that, by its terms, ranks on parity with or junior to the Series
A Preferred Stack unless a dividend is paid with respect to all outstanding shares of Series A Prefened
Stock in an amount for cach such shars equal to the aggregale amount of such dividends for all shares of
Common Stock into which such share of Series A Preferred Stock could then be converted.

Section 4. Liguidation Preference.

{a) General. In the event of any liquidation, dissolution or winding up of the Corporation,
either voluntary or involuntary, the holders of Series A Preferred Stock shall be entitled to reczive, prior
to any holders of Common Stock or other class or series of Corporation Preferred Stock ranking junior to
the Series A Preferred Stock, and concurrently on a ratable basis (in proportion to the respective
preferentizl amounts payable to all subject holders) with the holders of any outstanding Parity Securities,
an amount equal to the greater of (1) the aggregate amount payable to all shares of Common Stock into
which the shares of Series A Preferred Stock held by such holder could then be converted or (2) seventy-
five percent (75%) of $15,715,000.00, which is the aggregate principal amount funded by the holders of
Series A Preferred Stock and their Affiliates (each, a8 “Investor™) pursnant to the Convertible Notes;
provided that the amount payable pursuant to this Section 4(a)(2) shall be one hundred percent (100%) of

$15,715.000.00 if the second (2™) anniversary of the issuance of the Series A Preferred Stock has

occurred and (A) a public offering of the Commen Stock pursuant to an effective registration statement
under the Securitics Act has been consurmmalted and the Corporation’s Market Capitalization is equal to

(((F110900254900 3)))
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or less than Two Hundred Million Dollars ($200,000,000.00) and (B) the Corporation’s TTM EBITDA is
less than Nineteen Mitlion Dollars ($19,000,000.00) (in each case, the “Liquidation Preference”); and
afier payment to all holders of Series A Preferred Stock of the full such Liquidation Preference, the
holders of Series A Preferred Stock shall not be entitled to any further payments in respect of the Series A
Preferred Stock. The Liquidation Preference initially shall be $11,786,250.00. For the avoidance of
doubt, the Liquidation Preference shall not be reduced by the repayment of any principal or interest under
the Convertible Notes. H upon the occurrence of any liquidation, dissolution or winding up of the
Corporation, either voluntary or involuntary, the assets and funds available to be distributed among the
holders of the Series A Preferred Stock and the holders of other shares of capital stock which, by their
terms (and with the approval of the holders of not less than a majority of the issued and outstanding
shares of Series A Preferred Stock) rank on a parity with the Series. A Preferred Stock (the “Parity
Securities”) shall be insufficient to permit the payment, to the holders of the Series A Preferred Stock and
Parity Securities, of the full preferential amounts due to such holders, then the entire assets and funds of
the Corporation legally available for distribution shall be distributed among the holders of the Series A
Preferred Stock and Parity Securities on a ratable basis in proportion to the respective preferential
amounts payable to such holders, subject, however, to first being distributed to holders of any capital
stock senior to the Series A Preferred Stock to the extent permitied hereunder.

(b) Decmed Lignidation.  The (i) sale, conveyance or disposition of all or substantially all
of the assets or Common Stock of the Corporation, (ii) consolidation, merger, acquisition, share exchange
or other business combination of the Corporation with or into any other company or related companies in
which the holders of Common Stock immediately before the transaction own less than 50% of the voting
power of the surviving corporation (on & fully diluted basis, giving effect to the maximum number of
shares issuable pursuant to options, warrants, convertible securities, earn-out arrangements or other rights
to acquire voting stock) immediately after the transaction, (iii) the effectuation by the Corporation of a
trapsaction or series of related transactions in which more than 50% of the voting power of the
Corporation is disposed of to a company or group of related companies, or {iv) the acquisition by any
third party, who is not a stockholder of the Corporation on the date of the first issuance of Series A
Preferred Stock, in a transaction or series of transactions by the same third party (or its Affiliates) of more
than 50% of the voting power of securities of the Corporation, in eéach case, shall be treated as a
liquidation, dissolution or winding up within the meaning of this Section 4.

] Termination of Liquidation Preference. Upon a Qualified Public Offering, the

Liquidation Preference set forth in Section 4(a)(2) above shall be terminated and, foliowing such
Quelified Public Offering, in the event of any liquidation, dissolution or winding up of the Corporation,
gither voluntary or involuntary, the holders of Series A Preferred Stock shali be entitled to receive an
amount per share of Series A Preferred Stock equal to the amount payable to all shares of Common Stock
nto which such share of Series A Preferred Stock could then be converted.

Section 5. Conversion Rights. The outstanding shares of Series A Preferred Stock shall be
convertible into Common Stock as follows:

{(a) Optional Conversion.

(i} At the opticn of the holder thereof, each share of Series A Preferred Stock may
be converted without the payment of additional consideration, at any time er from time to time into fully
peid and nonassessable shares of Common Stock as provided herein.

(it} Each holder of Series A Preferred Stock who elects to convert the same into
shares of Common Stock shall surrender the certificate or certificates therefor, duly endorsed, at the office
of the Corporation or any transfer agent for the Series A Preferred Stock or Common Stock, and shall
give written notice to the Corporation at such office that such holder elects to convert the same and shall

(((F11G000254900 3)))
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state thercin the number of shares of Series A Preferred Stock being converted. Thereupon the
Corporation shall promptly issue and deliver at such office to such holder a certificate or certificates for
the number of shares of Common Stock to which such holder is entitled upen such conversion. Such
conversion shall be deemed to have been made immediately prior to the close of business on the date of
such surrender of the certificate or centificates representing the shares of Series A Prefeired Stock to be
converted, and the perscn entitled to receive the shares of Common Stock isswable upan such conversion
shall be weated for all purposes as the record holder of such shares of Common Steck on'such date. Ifa
conversion election under this Section S(a¥ii} is made in connection with an underwritten offering of the
Corporation's securities pursuant to the Securities Act, the conversion may, at the option of the holder
tendering shares of Series A Preferred Stock for conversion, be conditioned upon the closing with the
vnderwriters of the gale of the Corporation's securities pursuant {o such offering, in which event the
holders making such election who are entitled to receive Common Stock upon conversion of their Series
A Preferred Stock shall not be deemed to have converted such shares of Series A Preferred Stock until
immediately prior to the closing of such sale of the Corporation's securities in the offering.

{b) Mandatory Conversion. In the event that holders of a majority of the outstanding shares
of Series A Preferred Stock elect to convert all of the outstanding shares of Series A Preferred Stock into
fully paid and nonassessable shares of Common Stock as provided, each holder of Series A Preferred
Stock shall be required to surrender all certificates representing shares of Series A Preferred Stock within
ten (10) days of notice thereof and convert such shares in accordance with Section 5{a} above.

(c) Conversion Shares. The Series A Preferred Stock shall be convertible into fully paid and
nonassessable shares of Common Stock equal to 19.958% of the Conunon Stock Deemed Outstanding on
the date of conversion, taking into account the shares of Common Stock issuable upon such conversion,
subject only to dilution for Permitied Dilution Bvems and less the aggregate number of shares of
Common Stock previously issued from time to time as a result of any partial conversion of the Series A
Preferred Stock. The caleulation of the number of shares of Common Stock issuable wpon cenversion of
the Series A Preferred Stock is determined by subtracting the amount of Common Stock Deemed
Quistanding from the result of dividing (i) the amount of Common Stock Deemed Outstanding on the
date of conversion by (ii) the sum of one (1) minus 19.958%,

The Corporation represents that if the Investor elected to convert all of the shares of Series A Prefeired
Stock into Shares as of the date hereof, such Series A Preferred Stock would convert into 5,570,564
sharas of Common Stock as of the date hereof.

(d) Adjustrnents for Other Dividends and Distributions. If at any time or from time to time

after the date on which the first share of Series A Preferred Stock is issued by the Corporation (the
“Qriginal Issue Date™) the Corporaticn pays a dividend or makes another distribution to the holders of the
Commion Stock payable in sectrities of the Corporation, in each such everit, provisien shail 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 Commeon Stock receivable upon conversion thereof, the amount of securities of the
Corporation which they would have received had their Series A Preferred Stock been converted into
Commen Stock on the date of such event (or such record date, as applicable) and had they thereafter,
during the pericd from the date of such event {or such record date, as applicable} to and including the
conversion date, refained such securities receivable by them as aforesaid during such period, subject to all
other adjustments called for during such period under this Section 5 with respect to the rights of the
holders of the Series A Preferred Stock or with respect to such other securities by their terms.

(=) Adjust r Reclassification, Exchange a titution. If at any time or from time
to time after the Original Issue Date the Common Stock issuable upon the conversion of the Series A
Preferred Stock is changed into the same or a different number of shares of any ¢lass or classes of stock,
whether by recapilalization, reclassification or otherwise (other than by a stock dividend, reorganization,

(((F10000254900 3)))
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merger or consolidation provided for in Sgetion 5(¢) above), then in any such event each holder of Series
A Preferred Stock shall have the right thereafter to convert such stock into the kind and amount of stock
and other securities and property receivable upon such recapitalization, reclassification or other change by
holders of the number of shares of Common Stock into which such shares of Series A Preferred Stock
could have been converted immediately prior to such recapitalization, reclassification or change, all
subject to further adjustment as provided herein or with respect to such other securities or property by the
terms thereof,

() Reorganizations, Mergers and Consolidatiops. If at any time or from time to time after

the Original Issuc Dalte there is a reorganization of the Corporation {other than a recapitalization,
subdivision, combination, reclassification or exchange of shares provided for in Section 5(d) above) or a
merger or consolidation of the Carporation with or into another corporation, then, as a part of such
reorganization, merger or consolidation, provision shall be made so that the holders of the Series A
Preferred Stock thereafter shall be entitled to receive, upon conversion of the Series A Preferred Stock,
the number of shares of stock or other secwrities or property of the Corporation, or of such successor
corporation resulting from such reorganization, merger or consolidation, to which a holder of Common
Stock deliverable upon conversion would have been entitled on such reorganization, merger or
consolidation. In any such case, appropriate adjustment shall be made in the application of the provisions
of this Section 5 with respect to the rights of the holders of the Series A Preferred Stock after the
reciganization, merper ot consolidation to the end that the provisions of this Section 5 shall be applicable
after that event and be as nearly equivalent to the provisions hereof as may be practicable. This Section
5(e) shall similarly apply to successive reorganizations, mergers and consolidations. Notwithstanding
anything to the contrary contained in this Section 5, if any reorganization, merger or consolidation is
approved by the vole of the Series A Stockholders required by any provision of Section 6(b) hereof, then
such transaction and the rights of the holders of Series A Preferred Stock pursuant to such reorganization,
merger or consolidation will be governed by the documents entered into in conncction with such
transaction and not by the provisions of this Section 5(e).

(2} Fractional Shares. No fractional shares of Common Stock shail be issued upon any
conversion of Series A Preferred Stock. All shares of Common Stock (including fractions thereof)
issuable upon conversion of more than one share of Series A Preferred Stock by.a holder thereof shall be
aggregated for purposes of deferring whether conversion would result in the issuance of any fractional
share. If, after the aforementioned aggregation, the conversion would result in the isswance of any
fractiona) share, then in lien of any [ractional share to which the holder would otherwise be entitled, the
Corporation shall pry the holder cash equal to the product of such fraction multiplied by the Common
Stock's fair market value as determined in good faith by the Board as of the date of conversion.

(h) Reservation of Stock Issuable Upon Conversion. The Corporation shall at all times
reserve and keep available ouf of i3 duthorized bul unissved shares of Common Stock, solely for the
purpose of effecting the conversion of the shares of the Series A Preferred Stock, such number of its
shares of Common Stock as shall from time to time be sufficient to effect the conversion of all
outstanding shares of Series A 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 A Preferred Stock, the Corporation will take such corporate action as may, in the opinion of its
counsel, be necessary to increase its authorized but unissued shares of Common Stock to such number of

shares as shall be sufficient for such purpose.

)] Payment of Taxes. The Corporation will pay all taxes {(other than taxes based upon
income) and other governraental charges that may be imposed with respect to the issue or delivery of
shares of Commen Stock upon conversion of shares of the Series A Preferred Stock, excluding any tax or
other charge imposed in connection with any transfer involved in the issue and delivery of shares of

(((H10900254900 3)))
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Common Stock in a name other than that in which the shares of the Series A Preferred Stock so converted
were registered. '

) No Impairment. The Corporation shall not avoid or seek to avoid the observance or
performance of any of the terms to be observed or performed hereunder by the Corporation, but shall at
all times in good faith assist in camrying out all such action as may be reasonably necessary or appropriate
in order to protect the conversion rights of the holders of the Preferred Stock against impairment.

Secticn 6. Voting Rights. Each helder of shares of Series A Preferred Stock shall be entitled 1o the
number of votes equal to the number of whole shares of Common Stock into which such shares of
Preferred Stock could be converted pursuant to the provisions of Section 5 above at the record date for the
determination ef the stockholders entitled to vote on sech maliers or, if no such record date is established,
the date such vote is taken or any written consent of stockholders is solicited.

(2) Scope. Subject to the other provisions of this Certificate of Designation, each holder of
Series A Preferred Stock shall have full voting rights and powers equal to the voting rights and powers of
the helders of Common Stock, and shall be entitled to notice of any stockholders” meeting in accordance
wilh the bylaws of the Corporation (as in effect at the time in question) and applicable law, and shali be
entitied to vote, together with the holders of Common Stock, with respect to any question upon which
holders of Common Stack have the right 1o vote, except as may be otherwiss provided by applicable law,
Except as otherwise expressty provided heresin or as requited by law, the holders of Series A Preferred
Stock and ihe holders of Common Stock shall vote together and not as separate classes,

(b) Clags Protective Provisions. So long as shares of Series A Preferred Stock remain
outstanding, the Corporation shall not, without the approval of the holders of a majority of the Series A
Preferred Stock then outstanding, voting ag a single class on an as-converted basis:

(2) amend or change the rights, preferences or privileges of the Series A
Preferred Stock; :

{b} increase or decrease (other than by conversion pursuant to Section 5 hereof)
the tota] number of authorized shares of Series A Preferred Stock;

(c) amend its Articles of Incorporation or by-laws other than in connection with
(1) the autharization or issvance of any equity security (including any security convertible into or

exercisable for any equity security) that is permitted pursuant to Section 6(b)g) or (ii) any consolidation
or merger involving the Corporation or any of its subsidiaries, or any reclassification or other change of
any stock, or any recapitalization of the Corporation or any of its subsidiaries that is permitted pursuant to

Section 6(b)(h) hereof;, - - :

(d) redeem, purchase, or otherwise acquire for value (or pay into or set aside for
a sinking fund for such purposes) any share or shares of Series A Preferred Stock;

{e) redeem, purchase or otherwise acquire {or pay into or set aside for a sinking
fund for such purpose), any shares of the Common Stock;

() permit any subsidiary to redeem, purchase or otherwise acquire (or pay into
or set aside for a sinking fund for such purpose), any shares of such subsidiaries’ capital stock;

{g) authorize or issue, or obligate itself to issue, any other equity security
(including any security convertible into or exercisable for any equity sccurity) senior to or on a parity
with the Series A Preferred Stock as to dividend rights, liquidation preferences or redemption rights;

(((H1 0800254900 3
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(h) effect any sale, lease, assignment, transfer, or other conveyance of all or
substantially all of the assets of the Corporation or any of its subsidiaries, or any consolidation or merger
involving the Corporation or any of its subsidiaries, o any reclassification or other change of any stock,
or any recapitalization of the Corporation or any of its subsidiaries if such transaction would result in
dilution of the Series A Preferred Stock (or Common Stock issuable upon conversion thercof);

(i) permit any subsidiary to issue or sell, or obligate itself to issue or sell, except
to the Corporation, any stock of such subsidiary;

{j) permit any svbsidiary to amend its Articles of Incorporation, Certificate of
Incorporation, by-laws or other governing documents other than in connection with any consolidation or
merger involving the Corporation or any of its subsidiaries, or any reclassification or other change of any
stock, or any teeapitalization of the Corporation or any of its subsidiaries that is permitted pursuant to

Section 6(b)(h) herzof;

(k) increase or decrease (other than by redemplion or conversion) the total
number of authorized shares of Preferred Stock, but excluding any increase or decrease that would result
in a class of Preferred Stock junior or subordinate to the Series A Preferred Stock;

. (1} enter into any transaction or agreement with any Affiliate (including
members of the Corporation’s or any subsidiary’s management or other stockholders), unless such
transaction is approved by the independent members of the Board;

(m) effect any public offering of the Corporation’s or any subsidiaries’ capital
stock unless (i} such public offering results in the Corporation having a Market Capitalization of less than
$100,000,000.00 and the Corporation receives net proceeds from such offering (within forty-five days
thereof) of at least $10,000,000.00 or (ii) the dilutive effect of such public offering constitutes less than
five percent (5%) of the aggregate capital stock of the Corporation or such subsidiary;

(n) modify the compensation of any members of the Corporation’s or any
subsidiary’s executives or board members, including, without limitation, issuing any options, warrants,
stock appreciation rights, restricted stock or other equity securities of the Corporation or any subsidiary to
such executives or board members, or any of their respective Affiliates, except for any deferral of any
such compensation at no cost to the Corporation or any of its subsidiaries, without the approval of the
independent members of the Board; or

(o) sell, transfer, mortgage, hypothecate, 'assign or otherwise encumber or
dispose of any interest (whether equity, asset or otherwise) of any subsidiary of the Corporation
(including, without limitation, Digitat Domain), without the approval of the independent members of the
Board.

Section 7. Registration of Transfer. The Corporation will keep at its principal office a register for
the registration of Series A Preferred Stock. Upon the surrender of any certificate representing Series A
Preferred Stock at such place, the Corporation will, at the written request of the record holder of such
certificate, execute and deliver (a1 the Corporation's expense) a new certificate or certificates in exchange
therefor representing in the aggregate the number of shares represented by the surrendered certificate.
Each such new certificate will be registered in such name and will represent such number of Shares as is

requested by the holder of the surrendered certificate.

Section 8. Replacernent. Upon receipt of evidence reasonably satisfactory to the Corporation of the
ownership and the loss, theft, destruction or mutilation of any certificate evidencing shares of Series A
Preferred Stock and in the case of any such loss, theft or destruction, upon receipt of indemnity

(((H16000254900 3)))
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reasonably satisfactory to the Corporation (provided that if the holder is a financial institution, an equity
andfor debt fund, an entity whose securities are traded or listed on any national securities exchange or
recognized automated quotation system, or any subsidiary of the foregoing, then the holder’s own
agreement will be satisfactory), or, in the case of any such mutilation upon swrender of such certificate,
the Corporation will (at its expense) execute and deliver in lien of such certificate a new centificate of like
kind representing the number of shares represented by such lost, stolen, destroyed or mutilated certificate
and dated the date of such lost, stolen, destroyed or mutilated certificate.

Section 5. Definitions. For purposes hereof, the following terms have the meanings set forth below:

“Affiliate” of a specified person shall mean a person who, directly or indirectly through one or
more intermediaries, controls, is controlled by, or is under common control with, such specified person.

“Amended and Restated PBC Convertible Note™ means the amended and restated senior
convertible promissory note issued to PBC Digital Holdings, LLC on the date hercof in the principal
amount of $9,715,000, together with all renewals, modifications, extensions, substitutions and
replacements thereof.

“Board” means the board of directors of the Corporation,

“Common Stock™ means and include the Corporation’s authorized common stock as constituted
on the effective date of this Certificate of Designation, and shall atso include any class of the capital stock
of the Corporation hereafter authorized which shall neither (a) be limited to a fixed sum or a percentage of
par value in respect of the rights of the holders thereof to receive dividends and to participate in the
distribution of assets upon the voluntary or involuntary liguidation, dissolution or winding-up of the
Corporation, nor (b) be subject at any time to mandatory redemption by the Corporation.

“Common Stock Deemed Quistanding” means, at any given time, the sum of (a) the number of

shares of Common Stock actually outstanding at such time, plus (b) the number of shares of Common
Stock issvable upon exercise of outstanding options, regardless of whether such options are actually
exercisable at such time, plus (c) the number of shares of Common Stock issuable upon exercise of any
ather options (other than Options described in clause (b) above) or warrants actually outstanding at such
time, plus (d) the number of shares of Common Stock issuable upon conversion or exchange of
convertible securities actually outstanding at such time (treating as actuaily outstanding any convertible
securities issuable upon exercise of options or warrants actually outstanding at such time), in each case,
regardless of whether the options, watrants or convertible securities are actually exercisable at such time.

“Convertible Notes™ mean, collectively, the Amended and Restated PBC Convertible Note and
the MGPEF-Convertible Note. T T o

“Corporation” means Digital Domain Holdings Corporation, a Florida corporation, together with
any corporation which shall succeed to or assume the obligations hereunder of Digital Domain Holdings
Corporation.

“Pistributions” shall have the meaning ascribed to such term in Section 2.

“EBITDA" means net income prior to the provision for (i) interest expense (including, without
limitation, amortization of debt issuance costs) for the period in question, (it) taxes (whether federal, state,
local or foreign) based on income or profits for the period in question, and (jii) depreciation and
amortization (including amortization of goodwill and other intangibles) {iv) stock-based cormpensation
and any other non-cash expenses for the period in question, in each case determined an a consolidated
basis in accordance with GAAP and consistent with past practice.

(((1{108()00254900 £3))]
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“Fair Market Value” means the Market Price or, if at any time the Common Stock is not listed on
‘any domestic securities exchange or quoted on Nasdaq, the OTC Bulletin Board or similar quotation
system or association, the ‘Fair Market Value” of the Common Stock shall be the fair market value of the
stock of the Corporation as determined by a naticnally recognized independent veluation firm approved
by the Holder.
“GAAP" means United States gencrally accepted accounting principles in effect from time to
time.

“Liguidation Preference” shall have the meaning ascribed to such term in Section 4(a).

“Market Capitalization” means, following the Corporation’s underwritten public offering and sale
of Common Stock of the Corporation pursuant to an effective registration statement under the Securities
Act, the market price of the Corporation's issued and outstanding Common Stock, calculated by
multiplying the number of outstanding shares of Common Stock by the current Market Price of a share of

Common Stock,

"Market Price” means, as of any particular date; (a) the volume weighted average of the closing
sales prices of the Common Stock for such day on ali domestic securities exchanges on which the
Common Stock may at the time be listed; (b) if there have been no sales of the Common Stack on any
such exchange on any such day, the average of the highest bid and lowest asked prices for the Commaon
Stock on all such exchanges at the end of such day; (¢} if on any such day the Common Stock is not listed
on a domestic securities exchange, the closing sales price of the Common Stock as quoted on Nasdag, the
OTC Bulletin Board or similar quotation system or association for such day; or (d) if there have been ne
sales of the Common Stock on Nasdaq, the OTC Bulletin Board or similar quotation system or
association on such day, the average of the highest bid and lowest asked prices for the Common Stock
quoted on Nasdag, the OTC Bulletin Board or similar quotation system or association at the end of such
day; in cach case of clauses (a) - (d), averaged over twenty (20} consecutive Business Days ending on the
Business Day immediately prior to the day as of which “Market Price” is being determined, stubject to a
maximum discount of twenty percent (209%); provided, that if the Common Stock is listed on any
domestic securities exchange, the term “Business Day™ as used in this sentence means Business Days on
which such exchange is open for trading.

“MGPEF Convertible Note" means the senior convertible promissory note issued to PBC
MGPEF DDH, LLC on the date hereof in the principal amount of $6,000,000, together with all renewals,
modifications, extensions, substitutions and replacements thereof “Nasdaq” means The Nasdaq Stock
Matket, Inc.

“QTC ﬁu!lctin Boatd” méans'the National Association of Secﬁritieé Dealers, Inc. OTC Bulletin
Board.

“Parity Securities” shall have the meaning ascribed to such term in Section 4(a).

“Permitted Dilution Events” means (i) 2 public offering of the stock of the Corporation; provided
that the holders of the Series A Preferred Stock are treated the same as the other shareholders of the
Corporation then existing immediately prior o such offering; provided further that the holders of the
Series A Preferred Stock have the right to participate in such offering on an equal pro-rata basis to the
same extent as the other sharehoiders of the Corporation then existing immediately prior to such offering;
(i) a private offering of the stock of the Corporation; provided that the holders of the Series A Preferred
Stock are treated the same as the other shareholders of the Corporation then existing immediately prior to
such offering; provided further that the holders of the Series A Preferred Stock have the right to

participate in such offering on an equal pro-&ﬁff@aﬁbag ng as the other shareholders of the
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Corporation then existing immediately prior to such offering, (iii) the issuance by the Corporation of
additional shares of stock in connection with an acquisition approved by the holders of the Series A
Preferred Stock in accordance with Section 6(b) and (iv} issuances of options under stock option or other
equity incentive plans approved by the Board exercisable for up to 1,000,000 shares of Common Stock
{including the exercise of such options), so long as the exercise price set forth in such options is no less
than $3.07 per share (equitably adjusted for subsequent stock splits, stock combinations, stock dividends
and recapitalizations); provided that, notwithstanding the foregoing, any offering or issuance of shares of
stock of the Corporation for less than Fair Market Value or (other than clause (iv) above) for which the
holders of the Series A Preferred Stock were not given the opportunity to participate shall not constitute a
Permitted Dilution Event,

“Qualified Public Offering” means the sale, in a firm commitment underwritten public offering
led by a nationally recognized underwriting firm pursuant 1o an effective registration statement under the
Securities Acl, of Common Stock resulting in the Corporation having a Market Capitalization of at least
Two Hundred Million Dellars ($200,000,000.00).

“Securjties Act” means the Securities Act of 1933, as amended, or any successor federal statute,
and the rules and regulations of the Commission promuigated thereunder, all as the same may from time
to time be in effect, :

“Series A Preferred Stock™ shall have the meaning ascribed to such term in Sgction 1.

“TTM EB{TDA™ means the EBITDA of the Corporation (excluding minority interests of
subsidiary entities) for the prior twelve (12) month periad.

Section 10, Amendment and Waiver, No amendment, modification or waiver will be binding or
effective with respect to any provision hereof without the prior written consent or affirmative vote of the
holders of not less than a majority of the Series A Preferred Stock outstanding at the time such action is
taken.

Section 11, Notices. Except as otherwise expressly provided hereunder, al] notices referred to herein
will be in writing and will be delivered by registered or certified mail, retwin receipt requested and
postage prepaid, or by reputable overnight courier service, charges prepaid, and will be desmed to have
been given when so mailed or sent (a) to the Corporation, at its principal executive offices, and (b) to any
stockholder, at such holder's address as it appears in the stock records of the Corporation (unless
otherwise indicated by notice given to the Corporation by any such hotder).

ARTICLEY
PREEMPTIVE RIGHTS

The holders of Series A Preferred Stock shall have preemptive rights as provided in Article TV
hereof.

ARTICLE VI
BY-1AWS

The power to adopt, alter, amend or repeal by-laws shall be vested in the Board of Directors, and
the shareholders of the Corporation, but the Board of Directors may not alter, amend or repeal any By-
Laws adopted by the shareholders of the Corporation if the shareholders provide that the By-Laws shall
not be altered, amended or repealed by the Board of Directors.

(((H10900254900 3)))
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ARTICLE VII
REGISTERED OFFICE AND AGENT

The street address of the Corporation’s registered office is 10521 SW Village Center Drive, Suite

201, Port St. Lucie, Flortda 34987. The name of the Corporation's registered agent at that office is

Jonathan F. Teaford.

ARTICLE VIII
LIMITATION OF LIABILITY

To the fullest extenl permitted under the FBCA and other applicable taw, no director of the
Corporation shall be personally liable to the Corporation or any of its shareholders or any other person for
monetary damages for or relating to any statement, vote, decision or failure to act, regarding corporate
management or policy or any other matter relating to the Corporation, by a director, unless the breach or
failure to perform his or her duties as a director satisfies the standards set forth in Section 607.0831(1) of
the FBCA {or a successor provision of such law) as the same exists or may hereafter be amended. To the
fullest extent permitted under the FBCA and other applicable law, a director of the Corporation shall not
be or held liable for any action taken as a director, or any failure to take action, if he or she performed the
duties of his or her office in compliance with Section 607.0830 of the FBCA (or a successor provision of
such law) as the same exists or may hereafter be amended. If the FBCA is amended hereafter to authorize
the further elimination or limitation of the liability of directors, then the liability of a director of the
Corporation shall be eliminated or limited to the fullest extent authorized by the FBCA, a5 so amended,
Any repeal or modification of this Article V shall not adversely affect any right or protection of a director
of the Corporation existing at the time of such repeal or moedification with respect to acts or omissions
occurring prior to such repeal or modification.

ARTICLETX
INDEMNIFICATION

The Corporation shall indemmify any present or former officer or director and shall advance
expenses on behalf of any such officer or director, in each case, to the fullest extent now or hereafter
permitted by law.

(((H1£4000254900 3)))
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IN WITNESS WHEREOF, these Amended and Restated Asticles of Incorporation have been
executed by the Secretary and General Counsel of the Corpordtion on November 24,2010, and affirm that
the statements made herein are true under the penalties of perjury.

DIGITAL DOMAIN HOLDINGS CORPORATION

By://%ﬁ

Ed Lunsford , Secretary and General Couasel
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