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nin
ARTICLES OF AMENDMENT TO THE THIRD AMENDED AND RESTAT"E“B’“@ =

ARTICLES OF INCORPORATION OF < %,
DALEEN TECHNOLOGIES, INC. “z, @
Zeo

Pursuant to Section 607.1006 of the Florida Business Corporation Act (the "FBCA), Dale€
Technologies, Inc. (the "Company") hereby adopts the following further smendments (the
*Amendments") to its Articles of Tncorporation, as amended ("Articles™):

i The name of the Company is Daleen Technologies, Inc.

2. No shares of Company’s Series B Preferred Convertible Stock, Series D Convertible
Preferred Stock or Series D-1 Convertible Preferred Stock having been issued, the
Amendments set forth below in Sections A, B and C were duly adopted on July 31,
1998 by the Board of Directors pursuant to a unanimous consent in writing in accordance
with Section 607.0821 of the FBCA, without sharcholder action pursuant to 607.0602 of
the FBCA, and with the written comsent of the holder of the Seties A Convertible Preferred
Stock (which consent was required pursuant to the Third Amended and Restated Articles
of Incorporation of Company filed on September 10, 1997 ("Third Amendment")), which
was sufficient for approval.

3. The Amendments in Section D and E were duly adopted by the Board of Directors on July
31, 1998 pursvant to a unanimous consent in writing in accordance with Sections 607.0821
and 607.1003 of the FBCA, and were consented to in writing by the holders of a majority of
the outstanding Common Stock and by the written consent of the holder of the Series A
Convertible Preferred Stock, in accordance with Sections 607.0704 and 607.1003 of the
FBCA, which was sufficient for approval.

1. The first paragraph of Article IfI (b), Section 2 is hereby deleted in its entirety and
teplaced with the following:

"In the event of any voluntary or involumary liquidation, dissolution or winding up of the
affairs of the Corporation, prior and in preference to any payment or distribution on the
Common Stock or any other class or series of stock which ranks, on liquidation with respect
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to the right to Teceive payments wpon liquidation, junior to the Preferred, (2) the holders of
the Series A Preferred shall be entitled to receive out of the assets of the Corporation cash
in the amount of $2.50 per share, phus a sum equal to all declared but unpaid dividends, if
any, on such Series A Preferred and (b) the holders of the Seties B Preferred shall be entitled
to receive out of the assets of the Corporation, prior and in preference to any payment or
distribution on the Common Stock, cash in the amount of $3.056 per share, plus a sum equal
to all declared but unpaid dividends, if any, on such Series B Preferred. If the assets
distributable in any such event to the holders of the Series A Preferred or the Series B
Preferred, as the case may be, are insufficient to permit the payment to such holders of the
fuull preferential amourits to which they may be entitled, such assets shall be distributed
ratably among the holders of the Series A Preferred and the Series B Preferred in proportion
to the full preferential amount each such holder would otherwise be entitled to receive.”

2. Article T (b), Section 3, subsection (2) is hereby deleted in its entirety and

replaced with the following:

Each share of Preferred shall be convertible, without the payment of any additional
consideration by the holder thereof and at the option of the holder thereof, at any time after
the date of issuance of such share, at the office of the Corporation or any transfer agent for
the Preferred, into the number of fully paid and nonassessable shares of Common Stock
determined (i) in the case of Series A Preferred, by dividing $2.50 by the Series A Preferred
Conversion Price, in effect at the time of conversion and (i) in the case of the Series B
Preferred, by dividing $3.056 by the Series B Conversion price, in effect at the time of
conversion. The Seties A Preferred Conversion Price shall initially be $2.50 and the Seties
B Conversion Price shall initially be $3.056, and in each case shall be adjusted and
readjusted from time to time as provided in this Section 3. The Series A Preferred
Conversion Price and the Seres B Preferred Conversion Price are hereinafter referred
1o collectively as the "Conversion Price”; certain other capitalized terms used in this Section
3 have the meanings specified in paragraph (d) of this Section 3."

The first paragraph of Article I, Section 4 is hereby deleted in its entirety and replaced with

the following:

"On September 1, 2001, the Corporation. shall redeem for cash out of any funds Jegaily
available therefor one-third of the Preferred held by cach holder of Preferred on that date.
On September 1, 2002, the Corporation shall redeem for cash out of any funds legally
available therefor one-third of the Preferred held by each holder of Prefetred on that date.
On September 1, 2003, the Corporation shall redeem for cash out of any funds legally
available therefor the remainder of the Preferred held by each holder of Preferred.
Redemptions pursuant to this Section 4 shall be made for 2 price of $2.50 per share of Series
A Preferred and $3.056 per share of Series B Preferred (in each case as appropriately adjusted
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for any steck dividend, stock split, recapitalization or consolidation) plus, in each case, an
amount equal to the amount of all unpaid dividends payable in accordance with Section 6
hereof on each share of Preferred to be redeemed. The Corporation need not establish any
sinking fund for the redemption of Preferred.”

Section 1. Desionation and Amount. The shares of such series shall be designated "Series
D Convertible Preferred Stock" (hereinafier referred to as the "Series I Preferred Stock™), shall have
a par value of $.01, and shall be 4,721,846 in number.

Seetion 2. Liguidation Rights. In the event of any voluntary or involuntary Yiquidation,
dissolution or winding up of the affairs of the Corporation, ptior and in. preference to any payment
or distribution on the Common Stock or any other class or series of stock which ranks, on liquidation
with respect to the right to receive payments upon liquidation, junior to the Preferred Seties, (a) the
holders of the "Series A Convertible Preferred Stock” (the "Series A Preferred”) shall be entitled to
receive out of the assets of the Corporation cash in the amount of $2.50 per share, plus a sum equal
to all declared but unpaid dividends, if any, on such Series A Preferred, (b) the holders of the "Series
B Convertible Preferred Stock™ (the "Series B Preferred”) shall be entitled to receive out of the assets
of the Corporation, prior and in prefetetice to any payment O distribution on the Common Stock,
cash in the amount of $3.056 per share, plus a sum equal to all declared but unpaid dividends, if any,
on such Series B Preferred, (¢) the holders of the "Series C Convertible Preferred Stock" (the "Series
C Preferred™) shall be entitled to receive out of the asscts of the Cofporation cash in the amonnt of
$4.50 per share, plus a sum equal to all declared but unpaid dividends, if any, on such Series C
Preferred, (d) the holders of the Series D Preferred Stock shall be entitled to receive out of the assets
of the Corporation cash in the amount equivalent to the greater of (i) the amount such holders would
be entitled to receive upon such liquidation, dissolution or winding up of the affairs of the
Corporation if immediately prior thereto such holders held the number of shares of Common Stock
into which such shares of Series D Preferred Stock are then convertible into, or (ii) 33.056 per share,
plus a sum equal to all declared but unpaid dividends, if any, on such Series D Preferred Stock, and
(¢) the holders of the Series D-1 Convertible Preferred Stock (the "Series -1 Preferred Stock™) shall
e shall be eutitled to receive out of the assets of the Corporation cash in the amount of $3.056 per
share, plus 2 sum equal 1o all declared but unpaid dividends, if any, on such Series D-1 Preferred
Stock (the Series D-1 Preferred Stock, together with the Series A Preferred, the Series B Preferred,
the Series C Preferred, and the Series D Preferred Stock, the "Preferred Series"). If the assets
distributable in any such event to the holders of the Preferred Series are insufficient to permit the
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payment to such holders of the full preferential amounts to which they may be entitled, such assets
shall be distributed ratably among the holders of the Prefetred Seriés in proportion to the full
preferential amount each such holder would otherwise be entitled to receive.

After the payment or the setting apart for payment 10 the holders of the Preferved Series of
the preferential amounts so payable to them, the holders of the Comrnon Stock shall be entitled fo
share in all rernaining assets of the Corporation.

For putposes of this Section 2, the sale of all or substantiaily all of the Corporation’s property
and assets or the acquisition of this Corporation by another entity by means of merger or
consolidation resulting in the exchange of all of the outstanding shares of this Corporation for
sceurities issued or other consideration paid, by the acquiring corporation or any parent or subsidiary
thereof (except for a merger or consolidation after the consummation of which the shareholders of
this Corporation own in excess of 51% of the voting securities of the surviving corporation or its
parent corporation) shall be deemed a voluntary dissolution, liquidation or winding up of the affairs
of the Corporation. - _

Section 3. Conversion. The Series D Preferre(i Stock shall be convertible as follows:;

(8)  Right to Convert. Each share of Series D Preferred Stock shall be convertible,
without the payment of any additional consideration by the holder thereof and at the option of the
holder thereof, at any time after the date of issuance of such share, at the office of the Corporation
or any transfer agent for the Series D Preferred Stock, into the number of fully paid and
nonassessable shares of Common Stock determined by dividing $3.056 by the Series D Preferred
Conversion Price in effect at the time of conversion (the "Series D Preferred Stock Conversion
Price") which shall initially be $3.056. The Series D Preferred Stock Conversion Price may be
adjusted and readjusted from time to time as provided in this Section 3.

(b)  Automatic Conversion. Each share of Series I Preferred Stock shall automatically
be converied into shares of Common Stock at the then effective Series D Preferred Stock Conversion
Price upon the closing of a firm commitment underwritten public offering pursuant to an effective
registration statement under the Securities Act of 1933, as amended, covering the offer and sale of
Comumon Stock for the account of the Corporation to the public at a public offering price per share
of at least three (3) times the then effective Series D Preferred Stock Conversion Price and having
an agprepate offering price resulting in net proceeds to the Corporation of not less than Twenty
Million and No/100 Dollars ($20,000,000,) (in the event of which offering, the person(s) entitled to
receive the Common Stock issuable upou such conversion of the Series D Preferred Stock shall not
be deemed 1o have converted such Series D Preferred Stock until immediately prior to the closing
of such offering). Each person who holds of record Series D Preferred Stock immediately prior to
such automatic conversion shall be entitled to all dividends which have been declared but unpaid
prior to the time of the automatic conveision.” Such dividends shall be paid to all such holders within
thirty (30) days of the antomatic conversion.

4 Ho8000014513
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() Mechanics of Conversion. No fractional shares of Common Stock shall be issued
upon conversion of the Series D Preferred Stock. In liew of any fractional shares to which the holder
would otherwise be entitled, the Cotporation shall pay cash equal to such fraction multiplied by the
then cffective Series D Preferred Stock Conversion Price. Before any holder of the Series D
Preferred Stock shall be entitled to convert the same into Common Stock (or, in the case of
automatic conversion of the Series D Preferred Stock pursuant to Section 3(b) hereof, before any
holder of such Series D Preferred Stock so converted shall be entitled 10 receive a certificate or
certificates evidencing the Common Stock issuable upon such copversion), he shall surrender to the
Corporation at the office of the Corporation or of any transfer agent for the shares of Series D
Preferred Stock, the certificate or certificates representing such Series D Preferred Stock,
accompanied by written notice to the Corporation that he elects to convert all or a specified number
of such shares (or, in the case of such aromatic conversion, he is swrendering the same) and stating
therein his name or the name or names of his nominees in which he wishes the certificate or
cettificates for Common Stock to be issued. The Corporation shall, as soon as practicable thereafter,
issue and deliver at such office to such holder of Series D Preferred Stock, or to his nominee or
nominees, a certificate or certificates representing the number of shares of Common Stock to which
Ye shall be entitled as aforesaid, together with cash in lieu of any fraction. of a share and, if less than
the full number of Series D Preferred Stock evidenced by such surrendered certificates or certificates
are being converted, a new certificate or certificates, of like tenor, for the number of Series D
Preferred Stock evidenced by such surrendered certificate less the number of such shares being
converted. Any conversion made at the election of a holder of Series D Preferred Stock shall be
deemed to have been made immediately prior to the close of business on the date of such surrender
of the shares of Series I? Preferred Stock to be converted, and the person or persons entitled to
receive the Common Stock issuable upon conversion shall be treated for all purposes as the record
holder or holders of such Common Stock on such date. ‘

(d) Adjustments to Series ID Preferred Stock Conversion Price for Diluting Issues:

@)  Special Definitions. For purposes of this Section 3(d), the following
definitions shall apply:

(1)  "Optiong” shall mean rights, options or warrants to subscribe for,
purchase or otherwise acquire either Additional Shares of Common Stock or Convertible Securities.

(3] "Original Issue Date” shall mean the date on which a share of Series
D Preferred was first issued.
3 "Convertible Securities” shall mean any evidences of indebtedness,

shares (other than shares of Common Stock) or other securities directly or indirectly convertible into
or exchangeable for Additional Shares of Compon Stock. )

5 ) Hg8000014513
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4 nAdditional Shares of Copamon Stock” shall mean all shares of
Common Stoek issued (or, pursuant to Section 3(d)(iii) hereof, deemed to be issued) by the
Corporation after the Original Issue Date, other than Common Stock issued or issuable:

(A)  upon conversion of any series of Preferred Stock: or

(B) up to 830,000 shares of Common Stock issued to officers or
employees of, or consultants to, the Corporation pursuant to & stock purchase or option plan or other
employee stock incentive program. o :

(i) No_Adjustment of Conversion Price. No adjustment in the number of shares
of Common Stock into which the Series D Preferred Stock is convertible shall be made, by
adjustment in the Conversion Price applicable to such Series D Preferred Stock, in respect of the
issuance of Additional Shares of Comamon Stock or otherwise, unless the consideration per share
(determined pursuant to Section 3(d)(v) hereof) for an Additional Share of Common Stock issued
or deemed to be issued by the Corporation is less than the Conversion Price applicable to such Series
D Preferred Stock in effect on the date of, and immediately prior to, the issue of such Additional
Shares of Common Stock.

().

(1) Qﬂmmw In the event the Corporation at
any time or from time to time after the Original Issue Date shall issue, sell, grant or assume any
Options or Convertible 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 Securities, then, and in each
such case, the maximum rmumber of shares of Cormmon Stock (as set forth in the instrument relating
thereto without regard to any provisions contained therein for a subsequent adjustment of such
number) issuable upon the exercise of such Options o, in the case of 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, sale, grant or assumption
or, in case such a record date shall have been fixed, as of the close of business on such record date,
provided that Additional Shares of Common Stock shall not be deemed to have been issued for
purposes of adjusting the Series D Preferred Stock Conversion Price unless the consideration per
share (determined pursuant to Section 3(d)(v) hereof) of such Additional Shares of Common Stock
would be less than the Conversion Price applicable to such Series D Preferred Stock in effect on the
date of and immediately prior to such issue, or such record date, as the case may be, and provided
further that in any such case in which Additional Shares of Common Stock are deemed to be issued:

(A)  no further adjustment in the Series D Preferred Stock Conversion Price

shall be made upon the subsequent issue of Convertible Securities of shares of Cormmon Stock upon
the exercise of such Options or conversion or exchange of such Convertible Securities;

6 H98000014513
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(B)  ifsuch Options or Convertible Securities by their terms provide, with
the passage of time or otherwise, for any increase in the consideration payable to the Corporation,
or decrease in the number of shares of Common Stock issuable, upon the exercise, conversion or
exchange thereof, the Series D Preferred Stock Conversion Price computed upon the original issue
thereof (or upon the occurrence of a record date with respect thereto), and any subsequent
adjustments based thereon, shall, upon any such increase or decrease becoming effective, be
recomputed to reflect such increase or decrease insofar as it affects such Options or the rights of
conversion or exchange under such Convertible Securities which are outstanding at such time;

(C)  upon the expiration of any such Options or any mights of conversion
or exchange under such Convertible Securitics which shall not have been fully exercised, the Seties
D Preferred Stock Conversion Price computed upon the original issue, sale, grant or assumption
thereof (or upon the occurrence of a record date with respect thereto), and any subsequent
adjustments based thereon, shall, upon such expiration, be recomputed as if:

4)) in the case of such Convertible Sacurities or Options for shares
of Common Stuck, the only Additional Shares of Common Stock issued or sold were the shares of
Common Stock, if any, actually issued or sold upon the exercise of such Options or the conversion
or exchange of such Convertible Securities and the consideration received for such Additional Shares
of Common Stock was, in the case of Options, the consideration actually received by the
Corporation for the issue, sale, grant or assumption of all such Options, whether or not exercised,
plus the consideration actually received by the Corporation upon such exercise, or, in the case of

Converfible Securities, the consideration actually received by the Corporation for the issue, sale or

assumption of all such Convertible Securities which were actually converted or exchanged, plus the
additional consideration, if any, actually received by the Corporation upon such conversion or
exchange, and

()  in the case of Options for Convertible Securitics, only the
Convertible Securities, if any, actually issued or sold upon the exercise thereof were issued at the
time of issue, sale, grant or assumption of such Options, and the consideration received by the
Corporation for the Additional Shares of Common Stock deemed to have been then issued was the
consideration actually received by the Corporation for the issue, sale, grant or assumption of all such
Options, whether or not exetcised, plus the consideration deemed to have been received by the
Corpotation {(determined pursuant to Section 3(d)}v) hereof) upon the issue or sale of the Convertible
Securities with respect to which such Options were actually exercised;

(D) 0o readjustment pursuant to clause (B) or (C) above shall have the
effect of increasing the Series D Preferred Stock Conversion Price to an amount which exceeds the
lower of (i) the Series D Preferred Stock Conversion Price on the original adjustment date, or (ii) the
Series D Preferred Stock Conversion Price that would have resulted from any issuance of Additional
Shares of Common Stock between the original adjustment date and such readjustment date;

7 HS80000148513
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(E) inthecase'of any Options which expire by their terms not more than
30 days after the date of issue, sale, grant or assumption thereof, no adjustment of the Series D
Preferred Stock Conversion Price shall be made until the expiration or exercise of all such Options,
whereupon such adjustment shall be made in the same manner provided in clause (C) above; and

(F)  if any such record date shall have been fixed and such Options or
Convertible Securities are not issued on the date fixed therefor, the adjustment previously made in
the Series D Preferred Stock Conversion Price which became effective on such record date shall be
eanceled as of the close of business on such record date, and thereafter the Series D Preferred Stock
Conversion Price shall be adjusted pursuant to this subparagraph 3(d)(iii) as of the actual date of
their issuance. : '

(2)  Stock Dividends, Stock Distributions and Subdivision. In the event
the Corporation at any time or from time to time after the Original Issue Date shall declare or pay
any dividend or make any other distribution on the Commuon Stock payable in Common Stock, or
shall effect & subdivision of the outstanding shares of Common Stock, into a greater number of
shares of Common Stock (by reclassification or otherwise than by payment of a dividend in shares
of Common Stock), then and in each such event, Additional Shares of Common Stock shall be
deemed to have been issued:

{8) inthe case of any such dividend or distribution, immediately after the
close of business on the record date for the determination of holders of any class of securities entitled
to receive such dividend or distribution, or

(B) inthe case of any such subdivision, at the close of business on the date
immediately prior to the date upon which such corporate action becomes effective.

If such record date shall have been fixed and such dividend or distribution shall not have ‘

been paid on the date fixed therefor, the adjustment previously made in the Series D Preferred Stock
Conversion Price which became effective on such record date shall be canceled as of the close of
business on such record date, and thereafier the Series D Preferred Stock Conversion Price shall be
adjusted pursuant to this subparagraph 3(d)(iii) as of the time of actual payment of such dividend or
distribution. ' ' ’ B

{iv) Adjus erie Preferred Stock Conversion Price Upon [ssus
Additional Shares of Common Stock, Tn the event the Cotporation shall issue or be deemed to issue
Additional Shares of Common Stock (excluding Additionat Shares of Common Stock deemed to be
issued pursuant to Section 3(d)(iii)(2) hereof; which event is dealt with in Section 3(d){(vi) hereof)
without consideration or for a consideration per share less than the Series D Preferred Stock
Conversion Drice in effect on the date of and immediately prior to such issue, then and in such event,
such Series D Preferred Stock Conversion Price shall be reduced, concwrrently with such issue or
sale in order to increase the number of shares of Common Stock into which the Seties D Preferred
Stock is convertible to a price (calculated to the nearest cent) equal to the lowest consideration per

g He8000014513
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share for which such Additional Shares of Commnon Stock are issued, provided that the Conversion
Price shall not be so reduced to an amount less than $.01.

(v  Determination of Consideration. 'For purposes of this Section 3(d), the
consideration received (or deemed to be received) by the Corporation for the issue or sale of any
Additional Shares of Common Stock (or any Additional Shares of Common Stock deemed to he
issued pursuant to Section 3(d)(iii)(1) hereof) shall be computed as follows:

(1)  Cash and Property. The consideration per share received by the
Corporation for the issue or sale of Additional Shares of Common Stock shall:

(A) insofaras it consists of cash, be computed at the aggregate amount of
cash received by the Corporation excluding amounts paid or paysble for acerued interest or accrued
dividends;

(B)  insofar as it consists of property other then cash, be computed at the

fair value thereof at the time of such issue or sele, as determined in good faith by the Board of
Directors; and o : - .
(C) in the event Additional Shares of Cornmon Stock are issued together with
other shares or securities or other assets of the Corporation for consideration which covers both, be
the portion of such consideration so received, computed as provided in clauses {A) and (B) above,
allocable to such Additional Shares of Common Stock as determined in good faith by the Board of
Directors. - ' )

2 Optiops and Convertible Securitics. The consideration per share
deemed to be received by the Corporation for Additional Shares of Comumen Stock deemed to have
been issued pursuant to Section 3{d)(ii)(1) hereof, relating to Options and Cenvertible Securities,
shall be determined by dividing: ' '

(A) the toial amount, if any, actually received by the Corporation as
consideration for the issue, sale, grant or assumption of such Options or Convertible Securities, plus
the minimum aggregate amount of additional consideration (as set forth in the instruments relating
1o such Options or Convertible Securities without regard to any provision contained therein for a
subsequent adjustment of such consideration) payable to the Corporation upon the exercise in full
of such Options of the conversion or exchange of such Convertible Securities, or in the case of
Options for Convertible Securities, the exercise of such Options for Convertible Securities and the
conversion or exchange of such Convertible Securities, by

(B) the maximum number of Additional Shares of Common Stock (as set
forth in the instruments relating to such Options or Convertible Securities, without regard to any
provision contained therein for a subsequent adjustment of such number) issuable vpon the exercise
of such Options or the conversion or exchange of such Convertible Securities.

9 HE8000014513
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r Consolidati onjnon St

(1)  Stock Dividends, Distributions and Subdivisions. In the event the
Corporation shall issue Additional Shares of Cominon Stock pursuant to Section 3(d)(iii)(2) hereof,
relating to stock dividerds, distributions and subdivisions, the Series D Preferred Stock Conversion
Price in effect immediately prior o such stock dividend, distribution or subdivision shall,
concurrently with the effectiveness of such stock dividend, distribution or subdivision, be
propottionately decreased. - - :

(2)  Combinations or Consolidation of Common Stock. In the event the
outstanding shares of Common Stock shall be combined or consolidated, by reclassification or
otherwise, into a lesser number of shares of Common Stock, the Series D Preferred Stock
Conversion Price in effect immediately prior to such combinations or consolidation shall,
concurrently with the effectiveness of such ‘combinations or consolidation, be proportionately
increased. . :

(vii) A ] ; for Coy . Sale of Assets, Reorganization, B
Tn the event the Corporation, after the Original Issue Date, (1) shell consolidate with or merge into
any other corporation or entity and shall not be the continuing or surviving corporation or entity of
such consolidation or merger, or (2) shall permit any other corporation or enfity to consolidate with
or merge into the Corporation and the Corporation shall be the continuing or surviving corporation
but, in conrection with such consolidation or merger, the Common Stock shall be changed into or
exchanged for stock or other securities of any other person or cash or any property, or (3) shall
transfer all or substartially all of its properties or agsets to any other corporation or entity, or (4) shall
effect a capital reorganization or reclassification of the Common Stock (other than a capital
reorganization or reclassification resulting in the issue of Additional Shares of Common Stock for
which adjustment in the Series D Preferred Stock Conversion Price is provided in Section 3(d)iv)
hereof), then, and in each such event, proper provision shall be made so that, upon the basis and the
terms and in the manner provided in this Section 3(d)(vii), the holder of a share of Series D Preferred
Stock, upon the conversion. thereof at any time after the consummation of such consolidation,
merger, transfer, reorganization or reclassification, shall be entitfed to receive, in lieu of the
Common Stock issuable upon such conversion prior to such consummation, the stock and other
securities, cash and property to which such holder would bave been entitied upon such
consummation if such holder had converted such shares of Series D Preferred Stock immediately
prior thereto, subject to adjustments (subsequent-io such corporate action) as nearly equivalent as
possible to the adjustments provided for in this Section 3. Notwithstanding anything contained
herein to the contrary, the Corporation will not effect any of the transactions described in clauses (1)
through (4) above unless, prior to the consummation thereof, each corporation {other than the
Corporation) which may be required to deliver any stock, securities, cash or property upon the
conversion of a share of Series D Preferred Stock shall assume, by written instrument delivered to
each holder of a share of Series D Prefetred Stock, the obligation to deliver to such holder such

ion, Metg
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shares of stock, securities, cash or property as'such holder may be entitled to receive upon such
conversion, and such corporation shall have fumnished to each holder of a share of Series D Preferred
Stock an opinion of counsel for such corporation, which counsel shall be reasonably satisfactory to
such holder, stating that the holder of such share of Series D Preferred Stock shall thereafter be
entitled to receive, upon the conversion of such share, the stock, securities, cash or property which
such corporation may be required to deliver pursuant to the terms hereof.

(¢)  No_Impaisment. The Corporation will not, by amendment of its Articles of
Incorporation or through any reorganization, transfer of assets, conselidation, merger, dissolution,
issue or sale of securities or any other volumtary action, avoid or seek to avoid the observance or
performance of any of the terms to be observed or performed hereunder by the Corporation but will
at all times in good faith assist in the carrying out,of all the provisions of this Section 3 and in the
taking of all such action as may be necessary or appropriate in order to protect the Conversion Rights
of the holders of the Series D Preferred Stock against impairment. Without limiting the generality
of the foregoing, the Corporation (i) will not permit the par value of any shares of stock at the time
receivable npon the conversion of a share of Series D Preferred Stock to exceed $0.01, (ii) will take
all such action as way be nevessary or appropriate in order that the Corporation may validly and
legally issue fully paid nonassessible shares of stock on the conversion of the Series D Preferred
Stock, and (jif) will not take any action whichi results in any adjustment of the Series D Preferred
Stock if the total mumber of shares of Common Stock issuable after the action upon the conversion
of all of the Series D Preferred Stock will exceéd the total number of shares of Common Stock then
authorized by the Corporation’s Articles of Incotporation and available for the purpose of issue upon
such conversion. : g '

()  Certificate_as to Adjustments.  Upon the ocourrence of each adjustment or
readjustment of the Series D Preferred Stock pirsuarit to this Section 3, the Corporation at its
expense shall promptly compute such adjustment or readjustment in accordance with the terms
hereof and furnish to each holder of Seties D Preferred Stock, a certificate setting forth such
adjustment or readjustment and showing in detail the facts upon which such adjustment or
readjustment is based, including a statement of (1) the ¢onsideration received of to be received by
the Corporation for any Additional Shares of Comimon Stock issued or sold or deemed to have been
issued, (ii) the numbet of shares of Common Stock outstanding or deemed to be outstanding, and
(iii) the Series D Preferred Stock Conversion Price in effect immedi ately prior to such issue or sale
and a3 adjusted and readjusted on account thereof: The Corporation shall, upon the written request
atany time of any holder of Series D Preferred Stdck, furnish or cause to be furnished to such holder
a like certificate setting forth (f) the applicable Series D Preferred Stock Cenversion Price at the time
in effect, and showing how it was calculated, and (ify the number of shares of Common Stock and
the amount. if any, of other property which at the time would be received upon the conversion of
Series D Preferred Stock. . :

() Natices of Record Date. Inthe cvimt of:any taking by the Corporation of a record of
the holders of any class of securities for the:pufpose of determining the holders thereof who are
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entitled to receive any dividend {other than a cash dividend which is the same as cash dividends paid
in previous quarters) or other distribution, or any right to subscribe for, purchase or otherwise
acquire any shares of stock of any class or any other securities or property, or to receive any other
right, the Corporation shail mail to each holder of Series D Preferred Stock, at least ten (10) days
prior to the date specified herein, a notice specifying the date on which any such record is to be taken
for the purpose of such dividend or distribution.

(h) Common Stock Reserved. The Corporation shall at all times reserve and keep
available out of its authorized but unissued shares of Common Stock such number of shares of
Common Stock as shall from time to time be sufficient to effect conversion of the Series D Preferred
Stock.

Section 4. Redemption. If there is no firm commitment underwritten public offering
pursuarnt to Section 3(b) above, the holders of 2 majotity of Series D Preferred Stock shall have the
Tight to require the Corporation to redeem all shares of the Series D Preferred Stock as follows: On
Tune 18, 2002, the Series D Preferred Stock shall have the right to require the Corporation to redeem
for cash out of any funds legally available therefor one-third of Series D Preferred Stock held by
each holder of Series D Preferred Stock on that date. If holders of 2 majority of the Series D
Preferred Stock request redemption on June 18, 2002, then redemption of one-third of the Series D-1
Preferred Stock held by each holder of Series D-1 Preferred Stock also shall be redeemed on June
18, 2002 and written notice of such redemption shall be given by the Corporation to each holder of
Series D-1 Preferred at least twenty days prior to such redemption date, On June 18, 2003, the Series
D Preferxed Stock shall have the right to require the Corporation to redeem for cash out of any funds
legally available therefor one-half of remaining Series D Preferred Stock held by each holder of
Series D Preferred Stock on that date. On June 18, 2004, the Series D Preferred Stock shall have the
right to require the Corporation to redeem for cash out of any funds legally available therefor the
remainder of Series D Preferred Stock held by each holder of Series D Preferred Stock on that date.
Redemptions pursuant to this Section 4 shall be made for a price of $3.056 per share of Series D
Preferred Stock and Series D-1 Preferred Stock (as appropriately adjusted for any stock dividend,
stock split, recapitalization or consolidation) plus, in each case, an amount equal to the amount of
all unpaid dividends payable in accordance with Section 6 bereof on each share of Series D Preferred
Stock and Series D-1 Preferred Stock to be redeermed. The Corporation need not establish any
sinking fund for the redemption of Series D) Preferred Stock or the Series D-1 Preferred Stock.

The Series D Preferred Stock shall give wriiten notice to the Corporation at least forty-five
(45) days prior to the redemption dates as provided above, and any rescheduled redemption dates
as provided below, of its intention io require the Corporationt to redeem for cash the Series D
Preferred Stock held by each holder of Series D Preferred Stock on that date as provided herein. On
or after the date of redemption unless postponed or waived as provided below, each holder of the
Series D Preferred Stock and the Series D-1 Preferred Stock shall surrender a certificate or
certificates representing the number of shares of the Series D Preferred Stock and the Series D-1
Preferred Stock to be redeemed as stated in the notice provided by the Corporation.
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For the purpose of determining whether funds are legally avajlable for redemption of Series
D Preferred Stock and the Series D-1 Preferred Stock as provided heremn, the Corporation shall value
its assets at the highest amount permissible under applicable law. If, on any redemption date, funds
of the Corporation legally available therefor shall be insufficient to redeem all the Series D Preferred
Stock and the Series D-1 Preferred Stock required to be redeemed as provided herein, funds to the
extent legally available shall be used for such purpose and the Corporation shall effect such
redemption pro rata according to the redemption prices of the Series D Preferred Stock and the Series
D-1 Preferred Stock. The redemption requirements provided hereby shall be continuous, so that if
on any redemption date such requirements shall not be fully discharged, without further action by
any holder of Sexies D Preferred Stock or the Series D-1 Preferred Stock funds legally available shall
be applied therefor until such requirements are fully discharged.

Section 5. Voting Rights. The holders of Series D Preferred Stock and the Series D-1
Preferred Stock shall be entitled, on all matiers submitied for a vote of the holders of Common
Stock, whether pursuant to law or otherwise, to one vote for each whole share of Common Stock into
which each share of Series D Preferred Stock and the Series D-1 Preferred Stock held could be
converted as of the date of such vote, and on all such matters shall vote together as one class with
the holders of Common Stock and the holders of all other shares of stock entitled to vote with the
holders of Corunen Stock on such matters. In addition, the helders of Series D Preferred Stock and
the Series D-1 Preferred Stock shall have the voting powers provided for by law and the holders of
Sexies D Preferred Stock and the Series D-1 Preferred Stock shall have the further voting powers
provided for below:

The consent of the holders of not Iess than fifty percent of the ontstanding shares of Series
D Preferred Stock and the Series D-1 Preferred Stock, voting together as a single class, in person or
by proxy, either in writing without a meeting or at a special or annual meeting of sharcholders called
for the purpose, shall be necessary to:

(D amend or repeal any provision of, or add any provision to, the
Corporation’s Articles of Incorporation or By-Laws;

(i)  alter or change the rights, preference or privileges of the Series
D Preferred and the Series D-1 Preferred Stock, provided that any changes made to
the Series D Preferred Stock and the Series D-1 Preferred Stock are the same for
each clags and provided that the Series D-1 Preferred Stock may not be redeemable
prior to June 18, 2003, except pursuant to Section 4 hereof;,

(iif)  create or issue any other class or classes of stock or series of Preferred
Stock (or reclassify any shares of Common Stock into shares) having any preference or
priority as to dividends or assets superior to or on a parity with any such preference or
priority of the Series D Preferred and the Series D-1 Preferred Stock;
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(iv)  increase or decrease the authorized number of shares of any series of
Preferred Stock;

W) sell, lease, assign or otherwise convey all or substantially all of the
Corporation’s assets or effect a merger or consolidation with another corporation (other than
a wholly-owned subsidiary) or effect any transaction or series of transactions in which more
than fifty percent of the voting power of the Corporation is disposed of;

(vi) merge into or consolidate with any other corporation, if at least a
majority of the voting power of the Corporation, or the surviving corporation as the case may
be, would not be owned by persons who held capital stock of the Corporation before the
merger or consolidation;

. (vil) _pay any dividend on or the purchase, redemption or other acquisition
of any security junior to the Series D Preferred Stock; or

(viii} modify the Corporation's Articles of Incorporation.

Section 8. Dividends. Dividends shall be paid on the Series D Preferred Stock as,
when and if declared by the Board of Directors. In addition, when and if the Board of Directors shall
declare a dividend payable with respect to the then outstanditig shares of Cominon Stock, the holders
of the Series D Preferred Stock shall be entitled to the amount of dividends per share into which each
share of the Series D Preferred Stock could then be converted into.

Section 7. Residual Rights. All rights accruing to the outstanding shares of the
Corporation not expressly provided to the contrary herein shall be vested in the Common Stock.

)= ouvertible Preferred Stock filed on

restated to read i fall as follows:
BLE PREF

Section 1. Designation and Amount. The shares of such series shall be desipnated
"Series D-1 Convertible Preferred Stock” (hereinafter referred to as the "Series -1 Preferred

Stock"), shall have a par value of §,01, and shall be 686,553 in number.

Section 2, Liguidation Rights. In the event of any voluntary or involuntary lignidation,
dissolution or winding up of the affairs of the Corporation, prior and in preference to any payment
or distribution on the Common Stock or any other class or series of stock which ranks, on liquidation
with respect to the right to receive payments upon liquidation, junior to the Preferred Series, (2) the
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holders of the "Series A Convertible Preferred Stock” (the "Series A Preferred") shall be entitled to
receive out of the assets of the Corporation cash in the amount of $2.50 pet share, plus a sum equal
to all declared but unpaid dividends, if any, on such Series A Preferred, (b) the holders of the "Series
B Convertible Preferred Stock™ (the "Series B Preferred") shall be entitled to receive out of the assets
of the Corporation, prior and in preference to any payment or distribution on the Common Stock,
cash in the amount of $3.056 per sharg, plus a sum equal to all declared but unpaid dividends, if any,
on such Series B Preferred, (c) the holders of the "Series C Convertible Preferred Stock (the "Series
C Preferred”) shall be entitled to receive out of the assets of the Corporation cash in the amount of
$4.50 per share, plus a sum equal to all declared but unpaid dividends, if any, on such Series C
Preferred, (d) the holders of the Series D) Convertible Prefetred Stock (the "Series D Preferred
Stock”) shali be entitled to receive out of the assets of the Corporation cash in the amount equivalent
to the preater of (i) the amount such holders would be entitled to receive upon such liquidation,
dissolution or winding up of the affairs of the Corporation if irmediately prior thereto such holders
held the number of shares of Common Stock into which such shares of Series D-1 Preferred Stock
is then convertible into, or (ii) $3.056 per share, plus a sum equal to all declared but unpaid
dividends, if any, on such Series D Preferred Stock, and (e) the holders of the Series D-1 Preferred
Stock shall be entitled to receive out of the assets of the Corporation cash in the amount of $3.056
per share, plus a sum equal to all declared but unpaid dividends, if any, on such Series D-1 Preferred
Stock (the Series D-1 Preferred Stock, together with the Series A Preferred, the Series B Preferred,
the Series C Preferred and the Series D Preferred, the "Préferred Series™). If the assets distributable
in any such event to the holders of the Preferred Serics are insufficient to permit the payment to such
holders of the full preferential amounts to which they may be entifled, such assets shall be distributed
ratably among the holders of the Preferred Series in proportion to the full preferential amount each
such holder would otherwisc be entitled to receive.

After the payment or the setting ap’ari for payment to the hoiders of the Preferred Series of
the preferential amounts so payable to them, the holders of the Common Stock shall be entitled to
share in all remaining assets of the Corporation.

For purposes of this Section 2, the sale of all or substantially all of the Corporation’s property
and assets or the acquisition of this Corporation by another entity by means of merger or
consolidation resulting in the exchange of all of the outstanding shares of this Corporation for
securities issued or other consideration paid, by the acquiring corporation or any parent or subsidiary
thereof (except for a merger or consolidation after the consunumation of which the shareholders of
this Corporation own in excess of 51% of the voting securities of the surviving corporation or its
parent cotporation) shall be deemed a voluntary dissolution, liquidation or winding up of the affairs
of the Corporation.

Section 3. Conversion. The Series D-1 Preferred Stock shall be convertible as follows:

(a)  Right to Convert. Each share of Series D-1 Preferred Stock shall be convertible,
without the payment of any additional consideration by the holder thereof and at the option of the
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holder thereof, at any time after the date of issuance of such share, at the office of the Corporation
or any transfer agent for the Series D-1 Preferred Stock, info the number of fully paid and
nonassessable shares of Common Stock determined by dividing $3.056 by the Series D-1 Preferred
Conversion Price in effect at the time of conversion (the "Series D-1 Preferred Stock Conversion
Price™) which shall initially be $3.056. The Series D-1 Preferred Stock Conversion Price may be
adjusted and readjusted from time to ticne as provided in this Section 3.

(b) Automatic Conversion. Each share of Series D-1 Preferred Stock shall antomatically
be converted intc shares of Common Stock at the then effective Series D-1 Preferred Stock
Conversion Price upon the closing of a firm commitment underwriiten public offering pursuant to
an effective registration statement under the Securities Act of 1933, as amended, covering the offer
and sale of Commeon Stock for the account of the Corporation to the public at a public offering price
per share of at least three (3) times the then effective Series D Prefenred Stock Conversion Price and
having an aggregate offering price resulting in net proceeds to the Corporation of not less than
Twenty Million and No/100 Dollars ($20,000,000.) (in the event of which offering, the person(s)
entitled to receive the Common Stock issuable upon such conversion of the Series D-1 Preferred
Stock shall not be deemed to have converted such Series D-1 Preferred Stock until immediately prior
to the closing of such offering). Each person who holds of record Series I3-1 Preferred Stock
immediately prior to such automatic conversion shall be entitled to all dividends which have been
declared but unpaid prior to the time of the automatic conversion. Such dividends shall be paid to
all such holders within thirty (30) days of the automatic conversion.

{c)  Mechanics of Conversion. No fractional shares of Common Stock shall be issued
upon conversion of the Series D-1 Preferred Stock. In lieu of any fractional shares to which the
holder would otherwise be entitled, the Corporation shall pay cash equal to such fraction multiplied
by the then effective Series D Preferred Stock Conversion Price. Before any haolder of the Series D-1
Preferred Stock shall be entitled to convert the same into Common Stock for, in the case of
automatic conversion of the Series D-1 Preferred Stock pursuant to Section 3(b) hereof, before any
holder of such Series D-1 Preferred Stock so converted shall be entitled to receive a certificate or
certificates evidencing the Common Stock issuable upon such conversion), he shall surrender to the
Corporation at the office of the Corporation or of any transfer agent for the shares of Series D-1
Preferred Stock, the certificate or certificates representing such Series D-1 Preferred Stock,
accompanied by written notice to the Corporation that he elects to convert all or a specified number
of such shares {or, in the case of such automatic conversion, he is swrrendering the same) and stating
therein his name or the name or names of his nominees in which he wishes the certificate or
certificates for Common Stock to be issued. The Corporation shall, as soon as practicable thereafter,
issue and deliver gt such office to such holder of Series D-1 Preferred Stock, or to his nominee or
nominees, & certificate or certificates representing the number of shares of Coromon Stock to which
he shall be entitled as aforesaid, together with cash in lieu of any fraction of a share and, if less than
the full number of Series D-1 Preferred Stock evidenced by such surrendered certificates or
certificates are being converted, a new certificate or certificates, of like tenor, for the number of
Serigs D-1 Preferred Stock evidenced by such surrendered certificate less the number of such shares . _
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being converted. Any conversion made at the election of a holder of Series D-1 Preferred Stock shatl
be deemed to have been made immediately prior to the close of business on the date of such
surrender of the shares of Series D-1 Preferred Stock to be converted, and the person or persons
entitled to receive the Common Stock issuable upon conversion shall be treated for all purposes as
the record holder or holders of such Common Stock on such date.

(d) Adjustme

(i)  Special Definitions. For purposes of this Section 3(d), the following
definitions shall apply:

(1) “Options" shail mean rights, options or warrants to subscribe for,
purchase or otherwise acquire either Additional Shares of Common Stock or Convertible Securities.

(2)  'Original Issue Date” shall mean the date on which a shate of Series
D-1 Preferred was first issued.

3) "Convertible Securities” shall mean any evidences of indebtedness,
shares (other than shares of Commeon Stock) or other securities dnectly or indirectly convertible into
or exchangeable for Additional Shares of Commeon Stock.

(4)  "Additional Shares of Common Stock” shall mean all shaves of
Common Stock issued (or, pursuant to Section 3(d)(iii) hereof, deemed to be issued) by the
Corporation after the Original Issue Date, other than Common Stock issued or issnable:

(A} upon conversion of any series of Preferred Stock; or

(BY up to 830,000 shares of Common Stock issued to officers or
employees of, or consultants to, the Corporation pursuant 1o a stock purchase or option plan or other
employee stock incentive program.

(ii)  No Adjustment of Conversion Price. No adjustment in the number of shares
of Common Stock into which the Series D-1 Preferred Stock is convertible shall be made, by

adjustment in the Conversion Price applicable to such Series D Preferred Stock, in respect of the
issuance of Additional Shares of Common Stock or otherwise, unless the consideration per share
(determined pursuant to Section 3(d)(v) hereof) for an Additional Share of Common Stock issued
or deemed to be issued by the Corporation is less than the Conversion Price applicable to such Series
D-1 Preferred Stock in effect on the date of, and immediately prior to, the issue of such Additional
Shares of Common Stock.

{iii)
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(1) Options and Conventible Securities. In the event the Corporation at

any time or frora time to time after the Original Issue Date shall issue, sell, grant or assume any
Options or Convertible Securitics or shall fix a record date for the determination of holders of any
class of securities entitled to receive any such Options or Convertible Securities, then, and in each
such case, the maximum number of shares of Common Stock (as set forth in the instrument relating
thereto without regard to any provisions contained therein for a subsequent adjustrment of such
number) issnable upon the exercise of such Options ot, in the case of Convertible Securities and
Options therefor, the conversion or exchange of such Convettible Securities, shall be deemed to be
Additional Shares of Common Stock issued as of the time of such issue, sale, grant or assumption
or, in case such a record date shall have been fixed, as of the close of business on such record date,
provided that Additional Shares of Comimion Stock shall not be deemed to have been issued for
purposes of adjusting the Series D-1 Prefetred Stock Conversion Price unless the consideration per
share (determined pursuant to Section 3(d)(v) hereof) of such Additional Shares of Common Stock
would be less than the Series D-1 Preferred Stock Conversion Price applicable to such Series D-1
Preferred Stock in effect on the date of and immediately prior to such issue, or such record date, as
the case may be, and provided further that in any such case in which Additional Shares of Common
Stock are deemed to be issned: : B . a

(A)  no further adjustment in the Series D-1 Preferred Stock Conversion
Price shall be made upon the subsequent issue of Convertible Securities of shares of Common Stock
upon the exercise of such Qptions or conversion or exchange of such Convertible Securiiies;

(B)  if'such Options or Convertible Securities by their terms provide, with
the passage of time or otherwise, for any increase in the consideration payable to the Corporation,
or decrease in the number of shares of Common Stock issuable, upon the exetrcise, conversion or
exchange thereof, the Series D-1 Preferred Stock Conversion Price computed upon the original issue
thereof (or upon the occurrence of a record date with respect thereto), and any subsequent
adjustments based thereon, shall, upon any such increase or decrease becoming effective, be
recomputed to reflect such increase or decrease insofar as it affects such Options or the rights of
conversion or exchange under such Convertible Securities which are outstanding at such time;

(C)  uponthe expiration of any such Options or any rights of conversion
or exchange under such Convertible Securities which shall not have been fully exercised, the Series
D-1 Preferred Stock Converston Price cotnputed upon the original issue, sale, grant or assumption
thereof (or upon the occurrence of a record date with respect thereto), and auy subsequent
adjustments based thereon, shall, upon such expiration, be recomputed as if:

(13] in the case of such Convertible Securities or Options for shares
of Common Stock, the only Additional Shares of Common Stock issued or sold were the shares of
Common Stock, if any, actually issued or sold upon the exercise of such Options or the conversion
or exchange of such Convertible Securities and the consideration received for such Additional Shares
of Common Stock was, in the case of Options, the consideration actually received by the
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Corporation for the issue, sale, grant or assumption of all such Options, whether or not exercised,
plus the consideration actually received by the Corporation upon such exercise, or, in the case of
Convertible Securities, the consideration actually received by the Corporation for the issus, sale or
assumption of all such Convertible Secutities which were actually converted or exchanged, plus the
additional consideration, if any, actually received by the Corporation upon such conversion or
exchange, and

(I}  in the case of Options for Convertible Securities, only the
Convertible Securities, if any, actually issued or sold upon the exercise thereof were issued at the
time of issue, sale, grant or assumption of such Options, and the consideration received by the
Corporation for the Additional Shares of Common Stock deemed to have been then issued was the
consideration actually received by the Corporation for the issue, sale, grant or assumption of all such
Options, whether or not exercised, plus the consideration deemed to have been received by the
Cotporation (determined pursuant to Section 3(d)(v) hereof} upon the issue or sale of the Convertible
Securities with respect to which such Options were actually exercised;

(B)  no readjustment pursuant to clause {B) or (C) above shall have the
effect of increasing the Series D-1 Preferred Stock Conversion Price to an amount which exceeds
the lower of (i) the Series D Preferred Stock Conversion Price on the original adjustment date, or (i)
the Series D Preferred Stock Conversion Price that wounld have resulted from any issuance of
Additional Shares of Common Stock between the original adjustment date apd such readjustment
date;

(E)  in the case of any Options which expire by their terms not more than
30 days after the date of issue, sale, grant or assumption thereof, no adjustment of the Series D-1
Preferred Stock Conversion Price shall be made until the expiration or exercise of all such Options,
whereupon such adjustment shall be made in the same manmer provided in clause (C) above; and

(F)  if any such record date shall have been fixed and such Options or
Convertible Securities are not issued on the date fixed therefor, the adjustment previously made in
the Series D-1 Preferred Stock Conversion Price which became effective on such record date shall
be canceled as of the close of business on such record date, and thereafter the Series D-1 Preferred
Stock Conversion Price shall be adjusted pursuant to this subparagraph 3(d)(iii) as of the actual date
of their issuance.

(2)  Stock Dividends. Stock Distributions and Subdjvision. In the event

the Cotporation at anty time or from time to time after the Original Issue Date shall declare or pay
any dividend or make any other distribution on the Common Stock payable in Common Stock, or
shall effect a subdivision of the outstanding shares of Common Stock, into a greater number of
shares of Common Stock (by reclassification or otherwise than by payment of a dividend in shares
of Common Stock), then and in each such event, Additional Shares of Commmon Stock shall be
deemed to have been issued:
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{A)  inthe case of any such dividend or distribution, immediately after the
close of business on the record date for the determination of holders of any class of securities entitled
1t receive such dividend or distribution, or

- (B)  inthecase of any such subdivision, at the close of business on the date
nnmedmtely prior to the date upon which such corporate action becomes effective.

if such record date shall have been fixed and such dividend or distribution shall not have
been paid on the date fixed therefor, the adjustment previously made in the Series D-1 Preferred
Stock Conversion Price which became effective on such record date shall be canceled as of the close
of business on such record date, and thereafter the Series D-1 Preferred Stock Conversion Price shall
be adjusted pursuant to this subparagraph 3(d)(iii) as of the time of actual paytment of such dividend
or distribution.

In theevenl the Curporauon shall issue or be dee:med to
issue Additional Shares of Commeon Stock (excluding Additional Shares of Common Stock deemed

to be issued pursuant to Section 3(d)(iii)(2) hereof, which event is dealt with in Section 3(d)(vi)
hereof}) without consideration or for a consideration per share less than the Series D Preferred Stock
Conversion Price in effect on the date of and immediately prior to such issue, then and in such event,

such Series D-1 Preferred Stock Conversion Price shall be reduced, concurrently with such issue or
sale in order to increase the number of shares of Common Stock into which the Series D-1 Preferred
Btock is convertible to a price (calculated to the nearest cent) equal to the lowest consideration per
share for which such Additional Shares of Conumnon Stock are issued, provided that the Conversion
Price shall not be so reduced to an arnount less than $.01.

(v)  Determination of Consideration. For purposes of this Section 3(d), the
consideration received (or deemed to be received) by the Corporation for the issue or sale of any
Additional Shares of Common Stock (or any Additional Shares of Common Stock deemed to be

issued pursuant to Section 3(d)(iii)(1)) shall be compuited as follows:

(1)  Cash and Property. The consideration per share received by the
Corporation for the issue or sale of Additional Shares of Common Stock shall:

(A)  insofar as it consists of cash, be computed at the aggregate arount of
cash received by the Corporation excluding amounts paid or payable for accrued interest or accrned
dividends;

(B}  insofar as it consists of property other than cash, be computed at the
fair valve thereof at the time of such issue or sale, as determined in good faith by the Board of
Directors; and o .
{C) in the event Additional Shares of Common Stock are issued together with
other shares or securities or other assets of the Corporation for consideration which covers both, be
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the portion of such consideration so received, computed as provided in clauses (A) and (B) above,
allocable to such Additional Shares of Common Stock as determined in good faith by the Board of
Directors.

(2)  Opions and Convertible Securities. The consideration per share

deemed to be received by the Corporation for Additional Shares of Commou Stock deemed to have
been issued pursuant to Section 3(d)(iii)(1), relating to Options and Convertible Securities, shall be
determined by dividing:

(A)  the total amount, if any, actally received by the Corporation as
consideration for the issue, sale, grant or assumption of such Options or Convertible Securities, phug
the minimum aggregate amount of additional consideration (as set forth in the instruments relating
to such Options or Convertible Securities without regard to any provision contained therein for a
subsequent adjustment of such consideration) payable to the Corporation upon the exercise in full
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 Options for Convertible Securities and the
conversion or exchange of such Convertible Securities, by

(B) the maximum mumber of Additional Shares of Cornon Stock (as set
forth in the instruments relating to such Options or Convertible Securities, without regard to any
provision contained therein for a subsequent adjustment of such oumber) issuable upon the exercise
of such Options or the conversion or exchange of such Convertible Securities.

Corporation shall issue Addmonal Shares of Common Stock pursuant to Sechon 3(d)('u1)(2) hereof,
relating o stock dividends, distributions and subdivisions, the Series D-1 Preferred Stock
Conversion Price in effect immediately prior to such stock dividend, distribution or subdivision
shall, concurrently with the effectiveness of such stock dividend, distribution or subdivision, be
proportionately decreased.

2) at C tock. In the event the
outstanding shares of Coman Stock sha.ll be combmed or consolidated, by reclassification or
otherwise, into a lesser number of shares of Common Stock, the Series D-1 Preferred Stock
Conversion Price in effect immediately pror to such combinations or consolidation shall,
concurrently with the effectiveness of such combinations or consclidation, be proportionately
Increased. ,

(viD) rger, ani
In the event the Corporauon after the Original Issue Date, (_L) shall consohdate with or merge mto
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any other corporation or entity and shall not be the continuing or surviving corporation or entity of
such consolidation or merger, or (2) shall permit any other corporation or entity to consolidate with
or merge into the Corporation and the Corporation shall be the continuing or surviving corporation
but, in connection with such consolidation or merger, the Common Stock shall be changed into or
exchanged for stock or other securities of any other person or cash or any property, or (3) shall
transfer all or substantially all of its properties or assets to any other corporation or entity, or (4) shall
effect a capital reorganization or reclassification of the Common Stock (other then a capital
reorganizzation or reclassification resulting in the issue of Additional Shares of Common Stock for
which adjustment in the Series D-1 Prefetred Stock Conversion Price is provided in Section 3(d)(iv)
hereof), then, and in each such event, proper provision shall be made so that, upon the basiz and the
terms and in the manner provided in this Section 3(d)(vil), the holder of a share of Series D-1

Preferred Stock, upon the conversion thereof at any time afier the consummation of such
consolidation, merger, transfer, reorganization or reclassification, shall be entitled to receive, in licu
of the Common Stock issuable upon such conversion prior to such consurnmation, the stock and
other securities, cash and property to which such holder would have been entitled upon such
consummation if such holder had converted such shares of Series D-1 Preferred Stock immediately
prior theteto, subject to adjustments (subsequent to such sotporate action) as nearly equivalent as
possible to the adjustments provided for in this Section 3. Notwithstanding anything contained
berein to the contrary, the Corporation will not effect any of the transactions described in clanses (1)

through (4) above unless, prior to the consummation thereof, each corporation (other than the

Corporation) which may be required to deliver any stock, securities, cash or property upon the
conversion of a share of Series D-1 Preferred Stock shall assume, by written instrument delivered
to each holder of a share of Series D-1 Preferred Stock, the obligation to deliver to such holder such
shares of stock, securities, cash or property as such holder may be entitled to receive upon such
conversion, and such corporation shall have furnished to each holder of a share of Series D-1

Preferred Stock an opinion of counsel for such corporation, which counsel shall be reasonably
satisfactory to such holder, stating that the holder of such shate of Series D-1 Preferred Stock shall
thereafter be entitled to receive, upon the conversion of such share, the stock, securities, cash or
property which such corporation may be required to deliver pursuant to the terms hercof.

(e) =~ No Impairment The Corporation will not, by amendment of its Articles of
Incorporation or through any reorganization, transfer of assets, consolidation, merger, dissolution,
issue or sale of securities or any other voluntary action, avoid or seck to avoid the observance or
pecformance of any of the terms to be observed or performed hereunder by the Corporation but will
at all times in good faith assist in the carrying out of all the provisions of this Section 3 and in the
taking of all such action as may be necessary or appropriate in order to protect the Conversion Rights
of the holders of the Series D-1 Preferred Stock against impaitment. Without limiting the generatity
of the foregoing, the Corporation (i) will not permit the par value of any shares of stock at the time
receivable upon the conversion of a share of Series D-1 Preferred Stock to exceed $0.01, (ii) will
take all such action as may be necessary or appropriate in order that the Corporation: may validly and
legally issue fully paid nonassessable shares of stock on the conversion of the Series D-1 Preferred
Stock, and (iif) will not take any action which results in any adjustment of the Series D-1 Preferred
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Stock if the total number of shares of Common Stock issuable after the action upon the conversion
of all of the Series D-1 Preferred Stock will exceed the total number of shares of Common Stock
then authorized by the Corporation’s Articles of Fncorporation and available for the purpose of issue
upon such conversion.

(f)  Certificate as to Adjustments, Upon the occurrence of each adjustment or

readjustment of the Series D-1 Preferred Stock pursuant to this Section 3, the Corporation at jts
expense shall promptly compute such adjustment or readjustment in accordance with the ters
hereof and firnish to each holder of Series D-1 Preferred Stock, a certificate setting forth such
adjustment or readjustment and showing in detail the facts upon which such adjustment, or
readjustment is based, including a statement of (i) the consideration received or to be received by
the Corporation for any Additional Shares of Common Stock issued or sold or deemed to have been
issued, (ii) the number of shares of Commion Stock outstanding or deemed to be outstanding, and
(i1l the Series D-1 Preferred Stock Conversion Price in effect immediately prior to such issue or sale
and as adjusted and readjusted on account thereof. The Corporation shall, upon the written request
at any time of any holder of Series D-1 Preferred Stock, furnish or cause to be furnished to such
holder a like certificate setting forth (i) the applicable Series D-1 Pieferred Stock Conversion Price
at the time in effect, and showing how it was calculated, and (ii) the number of shares of Common
Stock and the amount, if any, of other property which at the time would be received upon the
conversion of Seties D-1 Preferred Stock.

(2)  Notices of Record Date. In the event of any taking by the Corporation of a record of
the holders of any class of securities for the purpose of determining the holders thereof who are
entitled to receive any dividend (other than a cash dividend which is the same as cash dividends paid
in previous quarters) or other distribution, or any right to subscribe for, purchase or otherwise
acquire any shares of stock of any class or any other securities or propexty, or to receive any other
right, the Corporation shall mail to each holder of Series D-1 Preferred Stock, at least ten (10) days
prior to the date specified herein, a notice specifying the date on which any such record is to be taken
for the purpose of such dividend or distribution.

(M)  Common Stock Reserved. The Corporation shall at all times reserve and keep

available out of its authorized but unissued shares of Common Stock such number of shares of
Commeon Stock as shall from time to time be sufficient to effect conversion of the Series D-1
Preferred Stock,

Section 4. Redempiion. If there is no firm commitment underwritten public offering
purspant to Section 3(b) above, the holders of a majority of Series D-1 Preferred Stock shall have
the right to require the Corporation to redeem all sharcs of the Series D-1 Preferred Stock as follows:
On June 18, 2003, the Series D-1 Preferred Stock shall have the right to require the Corporation to
redeem for cash out of any funds legally available therefor two-thirds of the Series D-1 Preferred
Stock held by each holder of Series D-1 Preferred Stock on that date, or if one-third of the Series D-1
Preferred Stock was redecmed in connection with the redemption of one-third of the Series D
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Preferred Stock on June 18, 2002, then one-half of the Series D-1 Preferred Stock held by each
holder of Series D-1 Preferred Stock on that date. On June 18, 2004, the Series D-1 Preferred Stock
shall have the right to require the Corporation to redeem for cash out of any funds legally available
therefor the remainder of Series D-1 Preferred Stock held by each holder of Series D-1 Preferred
Stock on that date. Redemptions pursuant to this Section 4 shall be made for a price of $3.056 per
share of Series D-1 Preferred Stock (as appropriately adjusted for any stock dividend, stock split,
recapitalization ot consolidation) plus, in each case, an amount equal to the amount of all unpaid
dividends payable in accordance with Section 7 hereof on each share of Series D-1 Preferred Stock
to be redeemed. The Corporation need not establish any sinking fund for the redemption of Series
D-1 Preferred Stock.

The Series D-1 Preferred Stock shall give written notice to the Corporation at least forty-five
(45) days prior to the redemption dates as provided above, and any rescheduled redemption dates
as provided below, of its intention require the Corporation to redeem for cash the Series D-1
Preferred Stock held by each holder of Series D-1 Preferred Stock on that date as provided herein,
On or after the date of redemption unless postponed or waived as provided below, each holder of the
Series D-1 Preferred Stock shall surrender a certificate or certificates representing the number of
shares of the Series D)-1 Preferred Stock to be redeemed as stated in the notice provided by the
Corporation. i . .

For the purpose of determining whether funds are lepally available for redemption of Series
D-1 Prefetred Stock as provided herein, the Corporation shall value its assets at the highest amount
permissible under applicable law. If on any redemption date funds of the Corporation legally
available therefor shall be insufficient to redeem all the Series D-1 Preferred Stock required to be
redeemed as provided herein, funds to the extent legally available shall be used for such purpose and
the Corporation shall effect such redemption pro rata according to the redemption prices of the Series
D-1 Preferred Stock. The redemption requirements provided hereby shall be continuous, so that if
on any redemption date such requirements shall not be fully discharged, without further action by
any holder of Series D-1 Preferred Stock finds legally available shall be applied therefor unti! such
requirements are fully discharged, ,

Segtion 5. Voting Rights. The holders of Series D-1 Preferred Stock shall be entitied, on
all matters submitted for a vote of the holders of Common Stock, whether pursuant to law or
otherwise, to one vote for each whole shaie of Common Stock into which each share of Series D-1
Preferred Stock held could be converted as of the date of such vote, and on all such matters shall
vote together as one class with the holders of Common Stock and the holders of all other shares of
stock entitled to vote with the holders of Common Stock on such matters, In addition, the holders
of Series D1 Preferred Stock shall have the voting powers provided for by law and the holders of
Series D-1 Preferced Stock shall have the further voting powers provided for below:

The consent of the holders of not less than fifty percent of the outstanding shares of Series
D Preferred Stock and Series [H Preferred Stock, voting together as a single class, in person or by
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proxy, either in writing without a ieeting or at 2 special or annual meeting of shareholders called
for the purpose, shall be necessary to:

3] amend or repeal any provision of, ot add any provision to, the
Corporation’s Articles of Incorporation or By-Laws;

(i)  alteror change the rights, preference or privileges of the Series
D-1 Preferred providad that any changes made to the Series D Preferred Stock and
the Series D-1 Preferred Stock are the same for each class and provided that the
Series D-1 Preferred Stock may not be redeemable pnor to June 18 2003 except
pursuant to Section 4 hereol;

{(iif) create orissue any other class or classes of stock or series of Preferred
Stock (or reclassify any shares of Common Stock into shares) having any preference or
priority as to dividends or assets superior to or on a parity with any such preference or
priority of the Series D-1 Preferred;

(iv)  increase or decrease the authorized number of shares of any series of
Preferred Stock; :

(v)  sell, lease, assign or otherwise convey all or substantially ali of the
Corporation’s assets or effect a merger or consolidation with another corporation (other than
# wholly-owned subsidiary) or effect any transaction or series of transactions in which more
than fifty percent of the voting power of the Corporation is disposed of;

(vi) merge into or consclidate with any other corporation, if at least a
majority of the voting power of the Corporation, or the surviving corporation as the case may
be, would not be owned by persons who held capital stock of the Corporation before the
merger or consolidation;

{vii) pay any dividend on or the purchase, redemption or other acquisition
of any security junior to the Series D-1 Preferred Stock; or

(viii) modify the Corporation's Articles of Incorporation.

Section 6. Dividends. Dividends shall be paid on the Series D-1 Preferred Stock as,
when and if declaved by the Board of Directors. In addition, when and if the Board of Directors shalf
declare 2 dividend payable with respect to the then outstanding shares of Common Stock, the holders
of the Series D-1 Preferred Stock shall be entitled to the amount of dividends per share into which
each share of the Series D-1 Preferred Stock conld then be converted into.
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Section 7. Residual Rights. All rights acerwing to the outstanding shares of the
Corporation not expressly provided to the contrary herein shall be vested in the Common Stock.

D.
1. The figure "$3.06" in the first paragraph of Section 2, item (b} and in Section 3(a)(iii)
is deleted and replaced with the Ggure "$3.056".
2. The figure "$4.00" in Section 4 is deleted and replaced with the figure "$3.056".
E. Article VII "Number of DHr s; Vacancies and Removal™ of the Articles is herel

deleied in its entirety.

(THIS SPACE INTENTIONALLY LEFT BLANK)
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IN WITNESS WHEREOF, the undersigned for the purpose of amending the Company’s
Articles of Incorporation pursuant to the laws of the State of Florida has executed this Amendment

&s ofgwfy of July, 1998,

DAUEEN TECHNQOLOGIES, INC,

B9B000014513
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