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{Pursuant 1o Section 607.0602 of the
Florida Business Corporation Act}

Metropolitan Health Networks, Inc., a corporation organized and existing under the
Hlorida Busincss Corporation Act (the "Corporation”) bearing document po. P96000004953,
hereby certifies that the following resolutions were adopted by the Board of Direclors of the
Corporation on June 30, 1998 pursvant 1o authority of the Board of Directors:

RESOLVED, that pursuant to the authority granted to and vested in the Board ol
Directors of this Corporation (the "Board of Directors” or the "Board") in accordance with the
provisions of its Articles of Incorporation on April 16, 1998, the Board of Directors authorized
a series of the Corporation’s previously authorized Preferred Stock, par value 3.001 per share,
as Series B Preferred Stock, in the aggregate amount of 2,000 shares; and -

RESOLVED, that puzsuant to the unanimous Written Consent of the Board of Directors
and sole Series B Preferred Stockbolder, the Corporation increased the authorized amount of
Series B Preferred Stock from 2,000 shares to 7,000 shares and hereby amends Article 3 of the
Articles of Amendment to replace the description of the Series B Preferred Stock with the
following which states the deslgnation and number of shares, and fixes the relative rights,
preferences, privileges, powers and restrictions of the Series B Preferred Stock thereof as
follows:

Series B Convertible Preferred Stock:

I. Designation and Amount o

The designation of this series, which consists of 7,000 shares of Preferred Stock, is
Series B Convertible Preferred Stock (the "Series B Preferred Stock™) and the stated value shall
be One Thousand Dollars ($1,000) per share (the "Stated Value").

This document prepared by:

ROXANNE K. BEILLY, ESQ., Florida Bar No. 851430
Atlas, Pearlman, Trop & Borkson, P.A.

200 E. Las Olas Blvd., Suite 1900 o
Ft. Landerdale, FL 33301 Phone: (954) 763-1200

FHOR000012577 -1- e S- 97/4921.100/107887

I Jovd Z2easL 094 vsS6-al uosSHIogQdoI IURR [I=aISRIIY - HONS SPal 86-48— TN




HS800001L2577
II. Rank

The Series B Preferred Stock shall rank (i) prioz to the Corporation’s comimon stock, par
value $.001 per share (the "Common Stock™); (i) prior to any class or series of capital stock
of the Corporation hereafter created (unless, with the consent of the holders of Series B
Preferred Stock obtained in accordance with Artele IX hereof, such class or series of capital
stock specifically, by its terms, ranks senior 0 or pari passu with the Series B Preferred Stock)
(collectively, with the Common Stock, “Junior Securities™): (iif) pari passu with any class or
series of capital stock of the Corporation hereafter created (with the consent of the holders of
Series B Preferred Stock obtained in accordance with Article YX hereof) specifically ranking, by
jts terms, on parity with the Series B Preferred Stock (“Pari Passu Securities™); and (iv) junior
to any class or series of capital stock of the Coxporation hereafter created (with the consent of
the holders of Series B Preferred Stock obtained in accordance with Article IX hereof)
specifically ranking, by its terms, semdor to the Series B Preferred Stock (“Senjor Securities™),
in each case as to distribution of assets upon liquidation, dissolution or winding up of the
Corporation, whether voluntary or involuntary.

. Dividends

Holders of the Series B Preferred Stock shall be entitled to receive, whether or not
declared by the Board of Directors out of funds legally available therefor, and the Company
shall pay, cumulative dividends at the rate per share, as a percentage of the Stated Value equal
to 5% percent per annum, payabie, in cash or shares of Conmumon Srock (subject to the terms and
conditions hexeof) at the option of the Company quarterly in arrears, but in no event later than
conversion applicable to such share of Serjes B Preféerred Stock. Dividends on the Series B
Preferred Stock shall be calculated on the basis of a 360-day year, shall accrue daily
commencing the date of issnance and shall be deemed fo accrue on such date whether or not
carned or declared and whether or not there arc profits, surplus or other funds of the Company
Jogally available for the payment of dividends. The party that holds the Series B Preferred Stock
ot record on an applicable record date for any dividend payment will be entitled o receive such
dividend payment and any other accrued and unpaid dividends which accrued prior to such
dividend payment date, without regard to any sale or disposition of such Series B Preferred
Stock subsequent to the applicable record date but prior to the applicable dividend payment date.
Except as otherwise provided herein, if at any time the Company pays less than the total amount
of dividends then accrued on account of the Series B Preferred Stock, such payment shall be -
distributed ratably among the holders of the Series B Preferred Stock based upon the oumber of
shares held by ¢ach holder.

Tn no eveit, so long as any Seties B Preferred Stock shall remain outstanding, shall any
dividend whatsoever be declared or paid upon, xor shall any distribution be made upon, any
Junmior Securities, nor shall any shares of Junior Securities be purchased or redeemed by the
Corporation nor shall any moneys be paid fo or made available for a sinking fund for the
purchase or redemption of any Junior Securities (other than a distribution of Junior Securities),
without, in each such case, the written consent of the holders of a majority of the outstanding
shares of Series B Preferred Stock, voting together as a class.

FHOBOO0012577 ) -2~ 8774921 ,100/107987
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IV. Liquidation Preference

A. I the Corporation shall commence a voluntary cuse under the Federal banlouptey
{aws or any other applicable Federal or State bankruptcy, insalvency or similar law, or conscnt -
to the entry of an order for relicf in an involuntary case under any law or to the appointment of
a receiver, liquidator, assignee, custodiun, trustee, sequestrator (or other similar official) of the
Corporation or of any substantial part of its property, or make an assignment for the benefit of
its creditors, or admit in writing its jnability to pay ifs debts geperally as they become due, or
if a decree ot order for relief in respect of the Corporation shall he entered by 2 court having
jurisdiction. in the premises in ap Involwtary case under the Federal bapkruptey laws or any
other applicable Federal or state bankrupicy, insolveney or similar law resulting in the
appointment of a receiver, liquidator, assignee, custodian, trustee, sequestrator (or other similar
official) of the Corporation or of any substantial patt of ifs property, or ordering the winding
up or liquidation of its affairs, andt any such decree or order shall be unstayed and in effect for
a perjod of thirty (30) consecutive days and, on sccount of any such event, the Corporation shall
liquidate, dissolve or wind up, or if the Corporation shall otherwise liquidate, dissolve or wind
up (each such event being considered a "Iiquidation Event™), no distribution shall be made 10
the bolders of any shares of capital stock of the Corporation (other than Senior Securities) upon
lquidation, dissolution or winding up unless prior thereto, the holders of shares of Series B
Preferred Stock, subject to Article VI, shall have received the Liguidation Proference (as defined
in Article TV.C) with respect to each share, If upon the occurrence of a Liquidation Event, the
assets and funds available for distribution among the holders of the Series B Preferred Stock and
holders of Pari Passu Securities (including any dividends or distribution paid on any Pari Passu
Securities afier the date of filing of this Articles of Amendment) shall be insufficient to permit
the payment to such holders of the preferential amounts payable thereon, then the entire assets
and fands of the Corporation legaily available for distribution to the Series B Preferred Stock
and the Pari Passy Securities shall be distributed ratably among such shares in proportion to the
ratic that the Liquidation Preference payable on each such share bears to the aggregate
liguidation preforence payable on all such shares. Any prior dividends or distribution made after
the date of filing of this Articles of Amendment shall offset, doitax for dollar, the armount
payable to the class or series to which such distribution was made.

B. - Atthe option of any holder of Series B Preferred Stock, the sale, conveyance or
disposition of all or substantially all of the assets of the Corporation, the effectuation by the
Corporation of a transaction or series of related transactions in which more than 50% of the
voting power of the Corporation is disposed of, or the consolidation, merger or other business
combination of the Corporation with or into any other Person (as defined below) or Persons
when the Corporation is not the snrvivor shall either: (i) be deemed to be a liquidation,
dissohution or winding up of the Corporation pursvant t¢ which the Corporation shall be required
1o distribute upon consummation of such transaction an amount equal to 120% of the Liquidation
Preference with respect to each outstanding share of Series B Preferred Stock in. accordance with
and subject to the terms of this Article I'V or (i) be treated pursnant to Article VI.C(b) hereof.
"Person” shall mean any individual, corporation, limited liability company, partmership,
association, trust or other emtity or organization. ,

C. For purposes hereof, the "Liquidation Preference” with respect t0 a share of the
Series B Preferred Stock shall mean an amount egual to the sum of (i) the Stated Valne thereof
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plus (i) and smount equal to five percent (5%) per annum of such Stated Value for the period
beginning on the date of issuance of the Series B Preferred Stock (fhe "Issuc Date") and ending
on the date of final distribution to the holder thereof (prorated for any portion of such period).
The liquidation preference with respect to any Pari Passu Securities shall be as set forth in the
Articles of Incorporation filed in respect thereof.

V. Redemption .

A, If any of the following events (each, a "Mandatory Redemption Event") shall
occur: :

(i)  The Corporation fails to issue shares of Comunon Stock to the holders of
Serics B Preferred Stock upon excrcise by tie holders of their conversion rights in accordance
with the terms of this Articles of Amendment (for a period of at least sixty (60} days if such
failure is solely as a result of the circumstunces governed by the second paragraph of
Article VL.F below and the Corporation is using all commercially reasonable efforts to authorize
a sufficient pumber of shares of Common Stock as soon as practicable), fails to transfer or to
causc its transfer agent to transfer {electronically or in certificated form) amy certificate for
shares of Common Stock issued to the holders upon conversion of the Series B Preferred Stock
as and when required by this Articles of Amendment or the Registration Rights Agreement,
dated as of April 24, 1998, by and among the Corporation and the other signatories thereto (the
"Regisiration Rights Agrecment™), fails to remove any restrictive legend (or to withdraw any
stop transfer instructions in respect thereof) on any certificate or any shares of Common Stock
issued to the holders of Series B Preferred Stock upon conversion of the Series B Preferred
Stock as and when reguired by this Articles of Amendment, the Securities Purchase Agreement
dated as of April 24, 1998, by and between the Corporation and the other signatories thereto (the
"Purchase Agreement”) or the Registration Rights Agreement, or fails to fulfill its obligations
pursuant to Sections 4(¢), 4(e), 4(h), 4(1), 4() or 5 of the Purchase Agreement {or makes any
annonncement, statement or threat that it does not intend to honor the obligations described in
this paragraph) and any such failure shall continue upcurad (or any announcement, statement or
threat not to honor its obligations shail not be rescinded in writing) for ten (10) business days;

(i) In commection with the Securities Parchase Agreement dated April 24,
1998, the Corporation fails to obtain effectiveness with the Securities and Exchange Commission
(the "SEC™) of the Regisrration Stateroent {as defined in the Registration Rights Agreerment)
prior to November 7, 1998 or such Registration Statement lapses in effect {or sales otherwise
cannot be made thereunder, whether by reason of the Company’s failure to amend or supplement
the prospectus iecluded therein in a2ccordance with the Registration Rights Agreement or
otherwise) for more than thisty (30) consecutive days or sixty (60) days in any twelve (12)
month period after such Registration Statement becomes effective. In cormection with shares
of Series B Preferred Stock issued pursuant to any other securities purchase agreement, the
Corporation fails to obtain effectiveness with the Sccurities and Exchange Commission (the
"SEC™) of the Registration Statement (as defined in the Registration Rights Agreement) prior
to the expiration of six (6) months from the date of issuance of the Series B Preferred Stock or
such Registration Staternent lapses in effect (or sales otherwise cannot be made thercunder,
whethier by reason of the Company’s failure to amend or supplement the prospectus included
therein in accordance with the Rcgistration Righis Agreement or otherwise) for more than

FHOR000012577 -4~ : §7/4921.100/207987

S Howd BOBLADLPSE Al UOSHIAOHRIOILURU[ITIJST IV HONL OFb:Ll O5-L0--7I00




JUL-87=88 17:47 FTQDM:At.laEFearlmanTrnp&Emrksan ID:SE47EE?8EB 7 PAGE

H98000012577

thirty (30) consecntive days or sixty (60) days in any twelve (12) month period afier such
Registration Statement becomes effective;

(iiiy The Corporation shall make an assignment for the benefit of creditors, or
apply for or consent t¢ the appointment of a receiver or trustee for it or for all or substantially
all of its property or business; or such a receiver or trustee shall otheriise be appointed;

(iv) Bankruptey, insolvency, reorganization or liquidatior proceedings or other
proceedings for relief under any bankruptey law or any law for the relief of debtors shall be
instituted by or against the Corporation or any subsidiary of the Corporation;

(v)  The Corporation shall fail to majntain the Hsting of the Common Stock on
the Nasdaq National Market, the Nasdaq SmallCap Market ("Nasdaq SmaliCap™), the New York
Stock Exchange or the American Stock Exchange and such faifure shall remain uncured for af
least ten (10) business days, then, upon the occurence and during the continuation of any
Mandatory Redemption Event specified in subparagraphs (i), (i) or {v) at'the option of the
holders of at least 50% of the then outstanding shares of Series B Preferred Stock by written
notice (the "Mandatory Redemption Notice™) to the Corporation of such Mandatory Redemption
Event, or uwpon the occmrrence of any Mandatory Redemption Event specified in
subparagraphs (iii) or (iv}, the Corporation shall purchase each holder’s shares of Series B
Preferred Stock for an amount per share equal to the greater of (1) 120% multiplied by the sum
of (a) the Stated Value of the shares to be redeemed (the "Mandatory Redemption Date™), and
(2) the "parity value" of the shares to be redeemed, where parity value means the product of (a)
the aumber of shares of Common Stock issuable upon conversion of such shares in accordance
with Article VI below (without giving any effect to any limitations or conversions of shares set
forth in Article VI.A(b) below, and treating the Trading Day (2s defined in Article VLB.)
immediately preceding the date of payment of the Mandatory Redemption Amount ("Mandatory
Redemption Date"y as the "Conversion Date” (as defimed in Asticle VI.B(a)) unless the
Mandatory Redemption Bvent arises as a result of a breach in respect of a specific Conversion
Date in which case such Conversion Daie shall be the Conversion Drate}, multiplied by (b) the
Closing Price (as defined in Article V1.A(b)) for the Common Stock on such "Conversion Date”
(the preater of such amouvnts being referred to as the "Mandatory Redemption Amount™).

In the casc of a Mandatory Redemption Event, if the Corporation fails to pay (he
Manodatory Redemption Amount for each share within five (5) business days of writien notice
that such smount is due and payable, then (assuming there are suificient authorized shares) in
addition to all other available remedies, cach holder of Series B Preferred Stock shall have the
right at any time, so long as the Mandatory Redemption Event continues, to require the
Corporation, upon written notice, to immediately issue (in accordance with and subject to the
terms of Article VI below), in lien of the Mandatory Redemption Amount, with respect 1o each
outstanding share of Series B Preferred Stock held by such holder, the number of shares of
Common Stock of the Corporation equal to the Mandatory Redemption Amount divided by the
Conversion Price then in effect.

B, If the Series B Preferred Stock ceases to be convertible as a result of the
lmutauons described in the second paragraph of Article VILA below (a "19.99% Redemption
Event"), and the Corporation has not prior to, or within thirty (30) days of, the date that such

#H98000012577 -3- : - 97/4921 .100/107257
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19.99% Redemption Event ariges, (i) obtained approval of the jssuance of the additional shares
of Common Stock by the requisite vote of the holders of the then-outstanding Common Stock
(not including any shares of Common Stock held by present or former holders of Serics B
Preferred Stock that were issued upon conversion of Series B Preferred Stock) or (i) received
other permission pursuant to Nasdaq Marketplace Rule 4460(i) allowing the Corporation to
resume igsuances of shares of Common Stock upon conversion of Serics B Preferred Stock, then
the Corporation shall be obligated to redeem immediately all of the then outstanding Series B
Preferred Stock, in accordance with this Asticle V.B. An irrevocable Redemption Notice shall
be delivered promptly to the holders of Series B Preferred Stock at their registered address
appearing on the records of the Corporation and shall state (1) that 19.99% of the Outstanding
Common Amount (as defined in Article V1.A) has been issued upon exercise of the Series B
Preferred Stock, (2) that the Corporation is obligated to redeem ail of the outstanding Series B
Prefersed Stock and (3) the Mandatory Redemption Date, which shall be a date within five (5)
business days of the date of the Redemption Notice. On the Mandatory Redemption Date, the
Corporation shall make payment of the Mandatory Redempiion Amount (as defived in
Article V.A. above) in cash. If the Corporation fails to redeem in accordance with this
Article V.B., then, in addition to all other remedies available to the holders of the Series B
Preferred Stock, upon request ol a majority-in-interest of the Series B Preferred Stock, the
Corporation shall terminate the listing of its Common. Stock on Nasdag SmallCap (and any other
exchange or quotation system with a rule suhstantially similar to Rule 4460(i)) and cavse s ST
Common Stock to be eligible for trading on the over-the-counter electronic bulletin board.

C. Notwithstanding anything 10 the contrary contained io this Article V, so long as
no Mandatory Redemption Event shall have occurred and be continuing, the Corporation shall
have the right, on the date which jis the third (3rd) anniversary of the date on which. the
Registration Statement is declared effective by the SEC, exercisable on not less than tweanty (20)
Trading Days prior written notice to the holders of Series B Preferred Stock, to redeem all of
the outstanding shares of Series B Preferred Stock in accordance with this Article V. Any notice
of redemption hereunder (an "Qptional Redemption") shall be delivered to the holders of
Series B Preferred Stock at their registered addresses appearing on the books and records of the
Corporation and shall state (1) that the Corporation is exercising its right to redeem all of the
outstanding shares of Series B Preferted Stock issued on the Issue Date and (2) the date of
redemption (the "Optional Redemption Notice”). On the date fixed for redemption (the
"Optional Redemption Date™), the Corporation shall make payment of the Optional Redemption
Amount {as defined below) fo or upon the order of the holders as specified by the holders in
writing to the Corporation at least one (1) business day prior to the Optional Redemption Date.
If the Corporation cxercises its right 10 redeem the Series B Preferred Stock, the Corporation
shall make payment to the holders of an amount in cash (the "Optional Redemption Amount")
equal to 120% of the Stated Value of the shares of Series B Preferted Stock to be redeemed plus
any unpaid dividend for each share of Serics B Preferred Stock then held. Notwithstanding
notice of an Optional Redemption, the holders shall at all times prior to the Optional Redemption.
Date maintain the right to convert all or any shares of Sexies B Preferred Stock in accordance
with Article VI and any shares of Series B Preferred Stock so converted after receipt of an
Optional Redepption Notice und prior to the Optional Redemption Date set forth in such natice
and payment of the aggregate Optional Rederaption Amounr shall be deducted from the shares
of Series B Preferred Stock which are otherwise subject 10 tedemption pursuant to such notice.

FHOS000012577 -6~ 97/4941.100/10798%
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From titne to time following the Issue Date, the holders may request advance notice as
to whether the Corporatjon intends to redeem the shares of Series B Preferred Stock. Such
request shall be made in writing and the Corporation shall respond in writing as promptly as
practicable but prior to 5:00 p.m. Eastern Standard Time one (1) business day after receipt of
the request. The Corporation will be bound by such respomse for a period of twenty (20)
Trading Days (the "Term") from the date of its response. A failure to respond within onpe (1)
business day shall be deemaed to be an election not to redeem. the Series B Preferred Stock during
the Term. The holders may not request such notice in the event that the Corporation files a
registration statement where the use of proceeds set forth in such registration statement are
identified for purposes of redemption of the outstanding Series B Preferred Stock.

VI. Conversion at the Option of the Holder .

A (a) Each holder of shares of Scries B Preferred Stock may, at its option at any
time and from time to time, upon suxrender of the certificates therefor, convert any or all of its
shares of Series B Preferred Stock into Cornmon Stock as follows (an "Optional Conversion®).
Each share of Series B Preferred Stock shall be convertible into such number of fully paid and
nonassessable shares of Common Stock 2s is determined by dividing (1) the Stated Valne thereof
by (2) the then effective Conversion Price (as defined below); provided, however, that, uniess
{he holder delivers a waiver in accordance with the immediately following sentence, in n0 event
(other than pursuant to the Automatic Conversion (as defined herein)) shall a holder of shares
of Series B Preferred Stock be entitled to convert any sech shares in excess of that yumber of
shares upon conversion of which the sum of (x) the number of shares of Common Stock
bepeficially owned by the holder and its affiliates (other than shares of Common Stock which
may be deemed beneficially owned through the ownership of the unconveried pottion of the
shares of Series B Preferred Stock) and (y) the number of shares of Common Stock issuable
upon the conversion of the shares of Scries B Preferred Stock with respect to which the
determination of this proviso is being made, would result in beneficial ownership by a holder
and such holder’s affitiates of more than 4.9% of the outstanding shares of Common Stock. For
purposes of the proviso to the immedjately preceding sentence, (i) beneficial ownership shall be
determined in accordance with Section 13(d) of the Securities Exchange Act of 1934, as
amended, and Regulation 13D-G thereunder, except as otherwise provided in clause (x) of such
proviso and (if) a holder may waive the lirmitations set forth therein by written notice to the
Corporation upox not less than sixty-one (61) days prior written notice (with such waiver taking
effect only upon the expiration of such sixty-one (61) day potice period). o

()  So long as the Common Stock is listed for trading on Nasdaqg SmallCap
or an exchange or quotation systern with a rule substantiaily similar 1o Rule 4460(3) then,
notwithstanding anything to (he copirary containcd berein if, at any {ime, the aggregate number
of shares of Common Stock then issued upon conversion of the Series B Preferred Stock
(including any shares of capital stock or rights to acquire shares of capital stock issued by the
Corporation which are aggregated or Integrated with the Common Stock issued or issuable upon
conversion of the Series B Preferred Stock for purposes of such rule) equals 19.99% of the
*Outstanding Common Amount™ (as hereinafter defined), the Series B Preferred Stock shall,
from that time forward, cease to be convertible into Common, Stock in accordance wiil the terms
of this Article VI and Article VII below, unless the Corporation () bas obiained approval of the
issuance of the Common Stock upon conversion of the Series B Preferred Stock by a majority

FHSB0000M 2577 N -7- 57/4952.100/107987
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of the total votes cast on such proposal, in person or by proxy, by the holders of the then-
outstanding Commeon Stock (not including any shares of Common Stock held by present or
former holders of Series B Preferred Stock that were issued upon conversion of Series B
Preferred Stock), or (i} shall have otherwise cbtained permission to allow such issuances from
Nasdaq SmallCap in accordance with Nasdaq SmaliCap Rule 4460(i). If the Corporation’s
Common Stock is not then listed on Nasdaq SmallCap or an exchange or quotation system that
has 2 rule substantially similar to Rule 4460(i) limitations set forth herein shall be inapplicable
and of no force and effect. For purposes of this paragraph, "Outstanding Common. Amount"
means (i) the number of shares of the Conumon Stock outstanding on the date of issuance of the
Series B Preferred Stock pursuant to the Purchase Agreement phus (i) any additional shares of
Common Stock issued thereafter in respect of such shares purswant o 2 stock dividend, stock
split or similar event. The maximum mmber of shares of Common Stock issuable as a result
of the 19.99% BLimitation set forth herein is bereinafter referved to as the "Maximum Shate
Amount.” With respect to each holder of Series B Preferred Stock, the Maximum Share
Amount shall refer to such holder’s pro rata share thereof determined in accordance with Article
X below. In the event that Corporation obrains Stockholder Approval or the approval of Nasdaq
SmallCap, by reason of the inapplicability of the rules of Nasdaq SmallCap or otherwise and
concludes that it is #ble to increase the number of shares to be issued above the Maximum Share
Awount (such increased number being the "New Maximum Share Amount”), the references to
Maximum Share Amount, above, shall be deemed o be, instead, references to the greater New
Maximum Share Amount. In the event that Stockbolder Approval is not obtained, there are
jnsufficient reserved or authorized shares or a registration statement covering the additional
shares of Common Stock which constitvie the New Maximum Share Amoumt is not effective
prior to the Maximum Share Amount being issued (if such registration statement is necessary
to allow for the public resale of such securities), the Muaximwm Share Amount shall remain
unchanged; provided, however, that the Holder may grant an extension to obtain a sufficient
reserved or authorized amount of shares or of the effective date of such regisiration stateraent.
In the cvent that (a) the aggregate number of shares of Common Stock isszed pursuapi to the
outstanding Series B Preferred Stock represents at least twenty percent {20%) of the Maximum
Share Amount and (b) the sum of (x) the aggregate number of shares of Common Stock issued
upon conversion of Series B Preferred Stock plus (y) the aggregate number of sharcs of
Commio Stock that remain issuable wpon conversion of Scries B Preferred Stock, represents at
least one hundred percent (100%) of the Maximum Share Amount (the "Triggering Event"), the
Corporation will use its best efforts to seek and obtain Stockholder Approval (or obtain such
other relief as will allow conversions hereunder in excess of the Maxitum Share Amount) as
soon as practicable following the Triggering Event and before the Mandatory Redemption Date.

B. (2) Subject to subparagraph (b} below, the “Conversion Price” shall be the lesser
of the Market Price (as defined herein) and the Fixed Conversion Price (as defined herein),
subject to adjustments pursuant to the provisions of Article VI.C below. "Market Price" shall
mean 90% of the average of the two (2) lowest Closing Bid Prices during the wwelve (12}
consecutive Trading Day period ending one (1) Trading Day prior to the date (the "Conversion
Date") the Conversion Notice is sent by a holder to the Corporation via facsimilc (the "Pricing
Period"). The "Fixed Conversion Price” shall mean $4.00. "Closing Bid Price” means, for any
secuxity as of any date, the closing bid price on Nasdaq SmallCap as reported by Bloomberg
Financial Markets or an equivalent reliable reporting service mureally acceptable 10 aod hereafter
designated by the holders of a majority in intexest of the shares of Series B Preferred Stock and
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calculated giving appropriate effect to the stock split, stock dividend, combination,
reclassification or other similar event. In such event, the Corporation shall votify the Trapsfer
Agent of such change on or before the effective date thereof,

(b) Adinstnent Due to Merger, Congolidation, Ete. If, at any time when
Series B Preferred Stock is issued and outstanding and prior to the conversion of all Series B
Preferred Stock, there shall be any merger, consolidation, exchange of shares, recapitalization,
) reorganization, or other similar event, as a result of which shares of Common Stock of the
Corporation shall be changed into the same or a different mumber of shares of another class or
classes of stock or securities of the Corporation or another entity, or in case of any sale or
conveyance of all or substantially all of the assets of the Corporation other thau in connection
with a plan of complete liquidation of the Corporation, then the holders of Series B Preferred
Stock shall thereafier have the right to receive upon conversion of the Serfes B Preferred Stock,
upon the bases and upon the terms and conditions specified herein and in lieu of the shares of .
Common Stock immediately theretofore issuable upon conversion, such stock, securities or assets
which the holders of Series B Preferred Stock would have been entitled to receive in such
transaction had the Series B Preferred Stock been converted o full (without regard to any
lixnitations on conversion contained herein) immediately prior to such transaction, and in any
such c¢ase appropriate provisions shall be made with respect to the rights and interests of the
holders of Series B Preferred Stock to the end thal the provisions hereof (including, without
limitation, provisions for adjustment of the Conversion Price and of the number of shares of
Common Stock issuable upon conversion of the Series B Preferred Stock) shall thereafter be
applicable, as nearly as may be practicable in relation to any securities or assets thereafter
deliverable upon the conversion of Series B Preferred Stock. The Corporation shall not effect
anty transaction described in this subsection (b) unless (a) it first gives, to the extent practical,
thirty (30) days® prior written notice (but in any event at least fifteen (15) business days prior
written notice) of such merger, consolidation, exchange of shares, recapitalization,
reorganization or other similar event or sale of assets (during which time the holders of Series B
Preferred Stock shall be entitled to convett the Series B Preferred Stock) and (b) the resulting
successor or acquiring entity (if not the Corporation) assumes by written instrument the
obligations of this subsection (b). The abovc provisions shall similarly apply to successive
consolidations, mergers, sales, transfers or share exchanges,

{c) Other Securides Offerings.  If, ai any time after the Issue Date, the B

Corporation sells Common Stock or securities convertible fnto, or exchangeable for, Common
Stock, other than a sale pursuant to a bona fide firm commitment underwritten public offering
of Common Stock by the Corporation (not including a continuous offering pursuant to Rule 415
under the Securities Act of 1933, as amended), (collectively, the "Other Common Stock”), then,
if the effective or maximum sales price of the Common Stock with respeet to such transaction
(including the effective or mmaxioium conversion, or cxchange price) ("Other Price") is less than
the effective Conversion Price of the Series B Preferred Siock at such time and such Other
Common Stock is eligible for resale prior to December 31, 1999, the Corporation shall adjust
- the Conversion Price applicable to the Series B Preferred Stock not yet converted in form and
substance reasonably satisfactory to the holders of Series B Preferred Stock so that the
Conversion Price applicable {o the Series B Preferred Stock shall not, in any event, be greater,
aficr giving effect (o all other adjustments contained herein, thao the Other Price.
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the Corporation ("Bloomberg”) or, if Nasdaq SmallCap is not the principal trading market for
such security, the closing bid price of such security on the principal securities cxchange or
trading market where such security is listed or traded as reported by Bloomberg, or if the
foregoing do not apply, the closing bid price of such security in the over-the-counter market on
the electronic bulletin board for such security as reported by Bloomberg, or, if no closing bid
price of such security in the over-the-counter market on the electronic bulletin board for such
security or in any of the foregoing manmers, the average of the bid prices of any market makers
for such security or as reported in the "pink sheets” by the National Quotation Bureau, Inc. If
the Closing Bid Price cannot be calculated for such security on such date in the manmer provided
above, the Closing Bid Price shall be the fair market value as mutnally determined by the
Corporation and the holders of 2 majority in interest of shares of Series B Preferred Stock being
converted for which the calenlation of the Closing Bid Price is required in order to determine
the Conversion Price of such Series B Preferred Stock. "Trading Day” shall mean any day on
which the Common Stock is traded for any period on Nasdaq SmallCap, or on the principal
securities exchange or other securities market on which the Common Stock is then being traded.

(b)  Notwithstunding anything coatained in subparagraph (a) of this
Paragraph B to the contrary, in the event the Coxporation (i) makes a public announcement that
it intends to consolidate or merge with any other corporation (other than a merger in wiich the
Corporation is the surviving or continuing corporation and its capital stock is wachanged) or sell
or transfer all or substanrially all of the assets of the Corporation or (ii) any person, group or
entity (including the Corporation) publicly announces a tender offer to purchase 50% or more
of the Corporation’s Comraon Stock or otherwise publicly announces an intention to replace a
majority of the corporation’s Board of Directors by waging a proxy battle or otherwise (the date
of the announcement referred o in clause (i) or (i) is hereinafrer referred io as ihe
“ A nmouncement Date™), then the Conversion. Price shall, effective upon the Announcement Date
and continuing through the Adjusted Conversion Price Termination Date (as defined below), be
equal to the lower of (x) the Conversion Price which would have been applicable for an Optional
Conversion ocourring op the Announcement Date and (y) the Conversion Price that would _
otherwise be in effect. From and after the Adjusted Conversion Price Termination Date, the
Conversion Price shall be determined as set forth in subparagraph (a) of this Arlicle VI.B. For
purposes bereof, “Adjusted Conversion Price Termination Date™ shall mean, with respect to any
proposed transaction, tender offer or removal of the majority of the Board of Directors which
a public announcement a4 contemplated by this subparagraph (b} has been made, the date upon
which the Corporation (in the case of clause (i) above) or the pétson, group or entiry (in the case
of clause (ii) above) publicly announces the termination or abandonment of the proposed
transaction or tender offer which cansed this subparagraph (b) to become operative.

C. The Conversion Price shall be subject to adjustment from time to tine as follows:

(a) Adjustment to Conversion Price Due to Stock Split, Stock Dividend, Etc.
If at any time whep Series B Preferred Stock is issued and outstanding, the number of
outstanding shares of Common Stock is increased or decreased by a stock split, stock dividend,
combination, Teclassification, rights offering below the Trading Price (as defined below) to ail
holders of Commeon Stock or other similar event, which event shall have taken place duting the
reference period for determination of the Conversion Price for any Optional Conversion or
Automatic Conversion of the Series B Preferred Stock, then the Conversion Price shall be
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{d) Adjustment Due t6 Disiribution. Subject to Article III, if the Corporation
shall declare or make any distribution of its assets {or rights to acquire its assets) to holders of
Coramon Stock as a dividend, stock repurchase, by way of return of capital or otherwise
(including any dividend or distribution to the Corporation’s shareholders in cash or shares (or
rights to acquire shares) of capital stock of a subsidiary (i.e., aspin-off)) (2 "Disiribution™), then
the holders of Series B Preferred Stock shall be entitled, upon any conversion of shares of
Series B Preferred Stock after the dare of record for determining shareholders entitled to such .
Distribution, to receive the amount of such assets which would have been payable to the holder -
with respect to the shares of Common Stock issuable upon such conversion had such holder been
ihe holder of such shares of Common Stock on the record date for the determination of
shareholders entitled to such Distribution. '

(e) Purchage Rights. Subject to Article IH, if at any time when any Series B
Preferred Stock is issued and outstanding, the Corporation issues any convertible securities or
rights to purchase stock, watrants, securities or other property (the "Purchase Righis") pro rata
to the record holders of any class of Common Stock, thea the holders of Series B Preferred
Stock will be entitied to acquirc, upon the terms applicable to such Purchasc Rights, the
aggrepate Purchase Rights which such holder could have acquired if such holder had held the
number of shares of Common Stock acquirable upon complete conversion of the Series B
Preferred Stock (without regard to any limitations on conversion contained herein) imrnediately
before the date on which a record is taken for the grant, issuance or sale of such Purchase
Rights, or, if no such record is taken, the date as of which the record holders of Common Stock
are to be determined for the grant, issue or sale of such Purchase Rights.

() Adj ent for Restricted Periods. In the event that (1) the Corporation
fails to obtain effectiveness with the Securities and Exchange Commission of the Registration
Statement (as defined in the Registration Rights Agreement) prior to ope hundred twenty (127)
days following the Issue Date, or (2) such Registration Statement lapses in effect, or sales
otherwise cannot be made thereunder, whether by reason of the Corporation’s failure or inability
to amend or supplement the prospectus (the "Prospectus™) included therein in accordance with
the Registration Rights Agreement of otherwise, after such Registration Statement becomes
effective (including, without limitation, during an Allowed Delay {as defined in Section 3(f) of
the Registration Rights Agreement), then the Pricing Period shall be coraprised of, (i) in the case
of an event described in clause (1), the twenty (20} Trading Days preceding the 127th day
following the Issue Date plus all Trading Days throngh and including the third Trading Day
following the date of effectiveness of the Registration Statement; and (ii) in the case of an event
described in clause (2), the number of Trading Days preceding the date on which the holder of
the Series B Preferred Stock is first notified that sales may not be made under the Prospectus
that would otherwise then be included in the Pricing Period in accordance with the definition
thereof set forth in Article VI.B(a), plus all Trading Days through and including the third
Trading Day following the date on which the Holder is first notified that such sales may again
be made under the Prospectus. If 2 holder of Series B Preferred Stock determines that sales may
not be made pursuant to the Prospectus (whether by reason of the Corporation’s failure or
inability to amend or supplement the Prospectus) it shall so notify the Corporation in writing
and, unless the Corporation provides such holder with a written opinion of the Corporation’s
counsel to the contrary, such determination shall be binding for purposes of this paragraph.
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(§:3) Notice of Adjustments. Upen the occuxrence of cach adjustment oFf
readjustment of the Comversion Price pursuant to this Article VI.C, the Corporation, at its
expense, shall propptly compute such adjustment or readjustment and prepare and furnish to
each holder of Series B Preferred Stock a certificate sctting forth such adjustment of
readjustent and showing in detail the facts upon which such adjustment or readjustment is
based. The Corporation shall, upon the writien request at any time of any holder of Series B
Preferred Stock, furnish to such holder a like certificate setting forth (i) such adjustuent or
readjustment, (ii) the Conversion Price at the time in effect and (iii) the number of shares of
Common Stock and the amount, if any, of other securities or property which at the time would
be received upon conversion of a share of Series B Preferred Stock.

D. For purposes of Article VI.C(a) above, "Trading Price," which shall be measured
as of the record date in respect of the rights offering means (i) the average of the last reported
sale prices for the shares of Common Stock on Nasdaq SmallCap as reported by Bloomberg, as
applicable, for the five (5) Trading Days immediately preceding such date, or (i) if Nasdaq
SmallCup is not the principal trading market for the shares of Common Stock, the average of
the last reporied sale prices on the principal trading market for the Common Stock during the
same period as reperied by Bloomberg, or (i) if market value cannot be calculated as of such
dote on any of the foregoing bases, the Trading Price shall be the fajr market value as
reasonably determined in good faith by (2) the Board of Directors of the Corporation or, (b) at
the option of a majority-in-interest of the holders of the outstanding Series B Preferred Stock by
an independent investment bank of pationally recognized standing in the valuation of businesses
similar to the business of the Corporation. ' :

E. Tn order to convert Series B Preferred Stock into foll shares of Common Stock,
a holder of Series B Preferred Stock shall: (i) submit 2 copy of the fully executed notice of
conversion in the form attached hereto as Exhibit A ("Notice of Conversion”) to the Corporation
by facsimile dispatched on the Conversion Date (or by other means resulting in notice to the
Corporation on the Conversion Date) at the office of the Corporation or its designated Transfer
Agent for the Serics B Preferred Stock that the holder elects to convert the same, which notice
shall specify the pumber of shares of Series B Preferred Stock to be converied, the applicable
Conversion Price and a calculation of the number of shares of Commion Stock issuable upon
such conversion (together with a copy of the first page of each certificate 0 be converted) prior
to Midnight, New York City time (the "Conversion Notice Deadline™) on the date of conversion
specified on the Notice of Conversion; aad (ii) surrender the original certificares Tepresemting
the Serjes B Preferred Stock being converted (the "Preferred Stock Certificates™), dufy endorsed,
along with 2 copy of the Notice of Conversion to the office of the Corporation or the ‘Transfer
Agent for the Series B Preferred Stock 4s soon as practicable thereafter. The Corporation shall
not be obligated to issue certificates evidencing the shares of Common Stock issuable gpon such
conversion, unless either the Preferred Stock Certificates are delivered to the Company or its
Transfer Agent as provided above, or the holder potifies the Corporation or its Transfer Agent
that such certificates have been lost, stolen or destroyed (subject to the requircments of
subparagraph (a) below). In the case of a dispute as o the calculation of the Conversion Price,
the Corporation shall promptly issue such number of shares of Common Stock that aré not
disputed in accordance with subparagraph (b) below. The Corporation shall submit the disputed
caleulations to its outside accountant via facsimile within two (2) business days of receipt of the
Notice of Conversion, The accountant shail audit the calculations and notify the Corporation
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and the holder of the results no later than 48 hours from the time it receives the disputed
caleulations. The accountant’s calculation shall be deemed conclusive absent manifest error.

(a) Lost or Stolen Certificates. Upon receipt by the Corporation of evidence
of the loss, theft, destruction or mutilation of any Preferred Stock Certificates representing
shates of Series B Preferred Stock, and (in the case of loss, theft or destruction) of inderndty
reasonably satisfactory to the Corporation, and upon surrender and cancellation of the Preferred
Stock Certificate(s), if murilared, the Corporation shall execute and deliver new Preferred Stock
Certificate(s) of like tenor and date, - - - -

(b) elivery of Common Stock _Upo nversion. Upon the surrender of
certificates as described above together with a Notice of Conversion, the Corporation shall issue
and, within twe (2) business days after such surrender (or, in the case of lost, stolen or
destroyed certificates, after provision of agreement and indemmification pursuant to subparagraph
(a) above) (the "Delivery Period"), deliver (or cause its Transfer Agent 10 so issue and deliver)
to or upon. the order of the holder (i) that number of shares of Common Stock for the portion
of fhe shares of Serles B Preferred Stock comverted as shall be determined in accordance
herewith and (if) a certificate represenfing the balance of the shares of Series B Preferred Stock
not converted, if any. In addition to any other remedies available to the holder, including actual
damages and/or equitable relief, the Corporation shall pay to a holdex $2,000 per day in cash
for edch day beyond a two (2) day gracc period following the Delivery Period that the
Corporation fails to deliver Common Stock (2 *Conversion Default") issuable upon sorzender
of shares of Series B Preferred Stock with a Notice of Conversion until such tme as the
Corporation has delivered all such Common Stock (the "Conversion Default Payments™). Such
cash amount shall be paid to such holder by the fifth duy of the month following the month in
which it has accroed or, at the option of the holder (by written notice to the Corporation by the
first day of the month following the month in which it has accrued), shall be convertible inte
Common Stock in accordance with the terms of this Asticle VI. '

In lien of delivering physical certificates representing the Comimon Stock issuable upon
conversion, provided the Corporation’s Transfer Agent is participatring in the Depository Trust
Company (*DTC") Fast Automated Securities Transfer ("FAST") program, upon request of the
holder and its compliance with the provisions contained in Article VIA. and in this
Atticle VL.E., the Corporation shall use its best efforts to cause its Trausfer Agent 10
electromically transmit the Common Stock jssuable upon conversiorn to fhe holder by crediting
the account of holder’s Prime Broker with DTC through its Deposit Withdrawal Agent
Commission ("DWAC") system. The time periods for delivery and penalties described in the
immediately preceding patagraph shall apply to the electronic transmittals described herein.

()  NoFractionat Shares. Ifany conversion of Series B Preferred Stock would
result in a fractional share of Common Stock or the right to acquire a fractional share of
Common Stock, such fractional share shall be disregarded and the number of shares of Common
Stock issuable upon Conversion of the Series B Preferred Stock shall be the next higher number
of shares.

(d) Conversion Date. The "Conversion Date™ shall be the date specified in
the Notice of Conversion, provided that the Notice of Conversion is submaitted by facsimile (or
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by other means resulting in notice) to the Corporation or its Transfer Agent before Midnight,
New York City time, on the Conversion Date. The person or persons emtitled to receive the
shares of Common Stock issuable upon conversion shall be treated for all purposes as the record
holder or holders of such securitics as of the Conversion Date and all rights with respect to the
shares of Series B Preferred Stock surrendered shall forthwith terminatc cxcept the right to
receive the shares of Common Stock or other securiiies or property issuable on such conversion
and except that the holders preferential rights as a holder of Series B Preferred Stock shall
survive to the extent the corporation fails to deliver such securities. -

E. A aumber of shares of the authorized but unissued Common Stock sufficient to
provide for the conversion of the Serics B Preferred Stock outstanding at the then current
Conversion Price shall at all times be reserved by the Corporation, free from preemptive rights,
for such conversion or exercise. As of the date of issuance of the Series B Preferred Stock,
750,000 authorized and unissued sharcs of Commmon Stock have been duly reserved for issuance
upon conversion of the Series B Preferred Stock (the "Reserved Amount”). The Reserved
Amount shall be increased from time to time in accordance with the Company’s obligations
pursuant to Section 4(h) of the Purchasc Agreement. In addition, if the Corporation shall issue
any securities or make any change in its capital structure which would change the mumber of
shares of Common Stock into which each share of the Series' B Preferred Stock shall be
convertible at the then cusrent Conversion Price, the Corporation shall at the same time also
make proper provision so that thereafter there shall be a sufficient mumber of shares of Common
Stock authorized and reserved, free from preemptive rights, for conversion of the outstanding
Series B Freferred Stock. _ _ N

If at any time a holder of shares of Series B Preferred Stock submits a Notice of
Copversion, and the Corporation does not have sufficient anthorized but unissued shares of
Common Stock available to effect such conversion in accordance with the provisions of this
Article VI (a "Copversion Default"), the Corporation shall issue to the holder (or holders, if
more than one holder submits a Notice of Conversion in respect of the same Conversion Date,
pro rata based on the ratio that the mmmber of shares of Sexies B Preferred Stock then held by
sach such holder bears 1o the aggregate number of such shares held by such bolders) all of the .
shares of Common Stock which are avaifable to effect sach conversion. The number of shares —
of Serics B Preferred Stock included in the Notice of Conversion which exceeds the amount
which is then convertible into available shares of Conumon Stock (the "Excess Amount") shall,
notwilhstanding anything to the contrary contained hevein, not be convertible into Coramon Stock
in accordzmee with the torms hereof until (and at the holder’s option at any time after) the date
additional shares of Common Stock are authorized by the Corpotation to permit such conversion,
at which time the Conversion Price in respect thereof shall be the lesser of () the Conversion
Price on the Conversion Default Date (as defined below) and (ii) the Conversion Price on the
Conversion Date elected by the holder in respect thereof. The Corporation shail use its best
efforts to effect an increase in the authorized number of shares of Commaon Stock as soon. as
possible following a Conversion Default. In addition, the Corporation shall pay to the holder
puymenis ("Conaversion Default Payments”) for a Conversion Defanlt in the amount of
() (N/365), multiplied by (b) the sum of the Stated Value plus the Premium Amount per share
of Series B Prefcrred Stock through the Authorization Date (as defined below), multiplied by
(c) the Excess Amount on the day the holder submits a2 Norice of Conversion siving rise to a
Conversion Default (the "Conversion Default Date"), pultiplied by (d) .24, where (i} N = the
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number of days from the Conversion Default Date to the date (the "Authorization Daie") that
the Corporation authorizes a sufficient number of shares of Comumon Stock to effect conversion
of the fizll number of shares of Series B Preferred Stock. The Corporation shall send notice to
the holder of the authorization of additiopal shares of Common Stock, the Authorization Date
and the amount of holder’s accrued Conversion Defanlt Payments. The accrued Conversion
Default Payment for each calendar month shall be paid in cash or shall be convertible into
Common Stock at the Conversion Price, at the holder’s option, as follows:

(a) In the event the holder elects to take such payment in cash, cash payment
shall be made to holder by the fifth day of the month following the month in which it has
accrued; and

{(b)  Inthe event the holder elects to take such payment in Common Stock, the
holder may convert such payment amount into Common Stock at the Conversion Price (as in
effect at the time of Conversion) at any time after the fifth day of the month following the month
in which it has accrued in accordance with the terms of this Asticle VI (so long as there is then
s sufficient number of anthorized shares}.

Nothing herein shall limit the holder’s right to pursue acmal damages for the
Corporation’s failure to maintain a sufficient number of authorized shares of Common Stock,
and each holder shall have the xight to pursue all remedies available at law or in equity
(including a decree of specific performance and/or injusnctive relief).

G. Upon the occurrence of each adjustment or readjustment of the Conversion Price
pursuant fo this Article VI, the Corporation, at its eXpense, shall promptly compute such
adjustment or readjustment jn accordance with the terms hereof and prepare and furnish. to each
holder of Series B Preferred Stock a certificate setting forth such adjustment or readjustment and
showing in detail the facts upon which such adjustmeni or readjustment is based. The
Corporation shall, upon the written request at any time of any holder of Series B Preferred
Stock, furnish or cause to be furnished to such holder a like certificate setting forth () such
adjustment or readjustment, (i) the Conversion Price at the tirne in effect and (ifi) the mumber
of shares of Common Stock and the amount, if any, of other securities or property which at the
time would be received upon conversion of a share of Series B Preferred Stock.

H. Upon submission of 2 Notice of Conversion by 2 holder of Series B Preferred
Stock, (i) the shares covered thereby (other than the shares, if any, which cannor be issued
because their issuance would exceed such holder’s allocated portion of the Reserved Amount)
shail be deemed converted into shares of Common Stock and (i) the holder’s rights as a holder T
of such converted shares of Series B Preferrcd Stock shall cease and temninate, exceptg only
the right to receive certificates for such shares of Common Stock and to mny remedies provided
herein of otherwise available at law or in equity to such holder because of a failure by the
Corporation to comply with the terms of this Articles of Amendment. Notwithstanding the
foregoing, if a holder has not. received certificaies for all shares of Common Stock prior 1o the
tenth (10th) business day after the expiration of the Delivery Period with respect to 2 conversion
of shares of Series B Preferred Stock for any reason, then (ualess the holder otherwisc elects
to retain iis siatus as a holder of Common Stock by so noiifying the Corporation) the holder shall
regain the rights of a holder of such shares of Series B Preferred Stock with respect 1o such
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unconverted shares of Series B Preferred Stock and the Corporation shall, as soon as practicable,

return such noconverted shares of Series B Preferred Stock to the holder or, if such shares of .
Series B Preferred Stock have not been surrendered, adjust its records to reflect that such shares

of Series B Preferred Stock have not been converted. In all cases, the holder shall retain all of

its rights and remedies (including, without limnitation, the right to receive Conversion Default
Payments pursnant to Ariicle IV E. to the extent required thereby for such Conversion Defanit

and any subsequent Conversion Default).

VII. Automatic Conversion

So long as the Registration Statement is effective and there is not then a continuing
Mandatory Redemption Event, each share of Series B Preferred Stock issued and outstanding
on April 24, 2003, subject to any adjustment pursvant to Article V.A.(ii) (the "Automatic
Conversion Date"), antomatically shall be converted into shares of Common Stock on such dare
at the then effective Conversion Price in accordance with, and subject io, the provisions of
Article V] hereof (the "Automaiic Conversion™. The Automatic Conversion Date shall be
delayed by ong (1) Trading Day each for each Trading Day oceurring prior thereto and prior to
the full conversion of the Series B Preferred Stock that (i) sales cannot he made pursuang to the
Registration Statement (whether by reason of the Company’s faiture to properly supplement or
amend the prospectus included therein in accordance with the terms of the Registration Rights
Agreement or otherwise including any Allowed Delays (as defined in Section 3(f) of the
Registration Rights Agreement) or (ii) any Default Event (as defined in Article V.A.) exists,
without regard io whether any cure periods shall have run. The Automatic Conversion Date
ghall be the Conversion Datc for purposes of determining the Conversion Price and the time
within which certificales representing the Common Stock must be delivered to the holder.

VIIL. Noting Rights

‘The holders of the Series B Preferred Stock have no voting power whatsoever, except
as otherwise provided by the Florida Corporation Law ("FCL"), in this Article VIII, and in
Article IX below.

Notwithstanding the above, the Corporation shall provide each holder of Sexies B
Preferred Stock with prior notification of any meetiog of the shareholders (and copies of proxy
materials and other information sent to shareholders). In the event of any taking by the
Corporation of a record of its shareholders for the purpose of determining shareholders who are
entitled to receive payment of zny dividend or other distribution, any right to subscribe for,
purchase or otherwise acquire (including by way of merger, consolidation or recapitalization)
any share of any class or any other secucities or property, or to receive any other right, or for
the purpose of detemmining shareholders who are entitled fo vote in commection with any
proposed sale, leasc or conveyance of all or substantially all of the assets of the Corporation,
ot any proposed liquidation, dissolution or winding up of the Corporation, the Corporation shail
mail 2 notice to each holder, at least ten (10) days prior to the record date specified therein (or
thirty (30} days prior to the consurmmation of the transaction or event, whichever is earlier),
of the date on which any such record i8 to be taken for the purpose of such dividend, B
distribution, right or other cvent, and a brief statement regarding the amount and character of
such dividend, distribution, right or other event to the extent known at such. time.
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To the extent that under the FCL the vote of the holders of the Series B Preferred Stock,
voting separately as a class or series as applicable, is required to authorize a given action of the .
Corporation, the affirmative vote or consent of the holders of at least a majority of the shares
of the Series B Preferred Stock represented at a duly held meeting at which a quorum is present
or by writien consent of a majority of the shares of Series B Preferred Stock (except as
otherwise may be required under the FCL) shall constitute the approval of such action by the
class. To the extent that under the FCL holders of the Series B Preferred Stock are enritled to
vote on a matter with holders of Common Stock, voting together as one class, each share of
Series B Preferred Stock shall be entitled to 2 number of voies equal to the number of shares
of Common Stock into which it is then convertible using the record date for the taking of such
vote of sharcholders as the date as of which the Conversion Price is calculated. Holders of the
Series B Preferred Stock shall be eniitled to notice of all sharcholder meetings or written
consents (and copies of proxy materials and other information sent to shareholders) with respect
t0 which they would be entitled to vote, which notice would be provided pursnant to the
Corporation’s bylaws and the FCL.

IX, Protettive Provisions L , ) o ‘ S

So long as shates of Series B Preferred Stock are outstanding, the Corporation shall not,
without first obtaining the approval (by vote or written consent, as provided by the FCL) of the
holders of at least a majority of the then outstanding shares of Series B Preferred Stock:

(2)  alter or change the rights, preferences or privileges of the Series B
Preferred Stock or any Senior Securities so as to affect adversely the Series B Preferred Stock;

(b)  create any new class or series of capital stock having a preference over the
Series B Preferred Stock as to distribution of assets wpon lignidation, dissolution or winding up
of the Corporation (as previously defined in Article II hereof, "Senior Sccurities”);

(¢) ~ create any new class or series of capital stock rankiog pari passu withthe . . _ . -
Series B Preferred Stock as to distribution of assets vpon liquidation, dissolution or winding up
of the Corporation (as previously defined in Article II hereof, “Pari Passu Securities™):

() increase the authorized number of shares of Series B Preferred Stock; or

{e) do any act or thing not authorized or contemplated by this Articles of
Amendment which would result in taxation of the hoiders of shares of the Series B Preferred
Stock under Section 305 of the Internal Revenue Code of 1986, as amended (or any comparable
provision of the Internal Revenue Code as hereafter from time to time amended).

In the event holders of at least a majority of the then outstanding shares of Series B
Preferred Stock agree to allow the Corporation to alter or change the rights, preferences or
privileges of the shares of Series B Preferred Stock, pursuant to subsection (a) above, so as to
affect the Series B Preferred Stock, then the Corporation will deliver notice of such approved
change to the holders of the Series B Preferred Stock that did not agree 1o such altcraiion or -
change (the "Dissenting Holders") and Dissenting Holders shall have the right for a period of
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thirty (30) days to convert pursuant to the terms of this Articles of Amendment as they exist
prior to such alteration or change or continue to hold their shares of Series B Preferred Stock.

X. Pro Rata Allocations

The Maximum Share Amount and the Reserved Amouwnt, (including any increases thereto)
shall be allocated by the Corporation pro rata among the holders of Series B Preferred Stock
based on the number of shares of Series B Preferred Stock then held by each holder relative to
the total aggregate number of shares of Series B Preferred Stock then outstanding.

(THIS PAGE INTENTIONALLY LEFT BLANK)
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IN WITNESS WHEREOF, this Articies of Amendment is executed on behalf
of the Corporation this 1st day of July, 1998. T -
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