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FLORIDA DEFARTMENT OF STATE

Glenda E. Hood
Secretary of State

Ootober 26, 2004

Z-RaT, INC.
2901 sIMMS STREET
BOLLYWOOD, FL 33020

SUBJECT: Z-EKAT, INC.
REF: PRH7000020185

Wa received your electronically transmitted document. Howewver, the
docmment has not been filed, Pleage make the following corrections and
refax the complete document, including the electronic £iling cover sheet.

Upon review of this document when it was returned, I have noticed that
when I originally locked this over I failed to notice that the signtura
does not say that the paerson 1s a titled officer. We nased to have the
title under the name of the signing officer for this to be filed. I will
back date to yesterdays date if needed, just let me know. I apologize for
any inconveniente this may have caused you.

Please return your document, along with a2 copy of this letter, within &0
days or your filing will be considered abandoned.

If vou have any quertions concerning the £iling of your document, please
eall (8B0) 245-6803.

Cheryl Coulliektte PAX Aud. #: HO4000214063
Docuwnent Epecialist Letter Number: "04A00062081

Division of Corporations ~ P.O. BOX 6327 «Tallahassee, Florida 82814
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FLORIDA DEPAR NT OF STATE
Glenda E. Haod
Secretary of Stete -

October 27, 2004

Z-RAT, ING.
2801 SIMMS STREET
HOLLYWOOD, FL 33020

SUBJECT: B-KA4T, INC.
REF: PR7000020185

We received your elastronically transmitted document. However, the
dooument has not been Ffiled. Pleage makxe the following corrections and

refax the complete document, including the electronic £illng cover sheet.

The dogument muet contain written acceptance by the registered agent,
(L.e. "I hexeby am familiar with and accept the duties and
responsibllities as registered agent for said corporation/limited
liability company"); and the registered agent's signature.

Please return your dosument, along with a copy of this letter, within 60
days or your filing will be considered akandoned.

If you have any guestions concezning the f£filing of your document, pleazse
call [BED) 245-65032.

Cheryl Coulliette Fax aund. #: HO4000214069
Document Specialist Letter Number: 504A00061787

Diviglon of Corporations - P.O. BOX 6327 -Tallahasgses, Florida 32814

3/43°
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FIFTH AMENDED AND RESTATED
ARTICLES OF INCORPORATION
OF
Z-KAT, INC.

In accordance with Section §07.1007 of the Florida Btatules, the Articles of
Incorporation of 2-KAT, Inc, a Florida corporation {the “Corperation”), are hereby
amended and restated (the “Fifth Amended and Restated Articles”) to read in their
entirety as follows: _

ARTICLE I. - NAME OF CORPORATION

The name of the Corporation shall be z-kat, Ine.

ARTICLE II, - MAILING ADDRESS

The mailing address of the Corporation is 2908 Simms Street, Hollgg_r&od, s
Florida 33020. Zo oy
Th = -

ARTICLE UL - DURATION T 3 -

T P N T

The Corporation shall have perpetual existence. g~ o
ARTICLE ¥V. - PURPOSE S
Fon B (]

{
3

The purpose of the Corporation is to engage in any lawful act or ac’twl\ﬁ: x ¢ 3
which a corporation may be organized under the laws of the United States ard the ~
Florida Business Corporation Act.

y

ABRTICLE V. - CAPITAL STOCK

The Corporation shall have authority to issue a total of One Hundred Million
(100,000,000) shares, consisting of (1) Fifty Million (50,000,000) shares of common
stock, par value $.001 per share (the “Common Stock™, and (i) Fifty Million
(50,000,000} shares of prefarred stock, par value $.001 per share (the “Preferred
SBtock™), of which Eight Million (8,000,000) shares have been designated Sexies A
Preferred Stock (the "Series A Preferred Stock"), Eleven Miltion (11,000,000) shares
have been designated Series B Convertible Preferred Stock (the "Series B
Convertible Preferred Stock”), and Bighteen (18,000,000) Million shares have been
designated Series C Convertible Preferved Stock (the “Series C Convertible
Preferred Stock). Each certificate representing Common Stock or Preferred Stock
which, before adoption of the BSecond Amended and Restated Axticles of
Incorporation, was marked with a par value of $.01 shall be deemed, without the

W040002140609 =2
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need for any exchange or transfer, to be marked with a par value of $.001. This
Article 'V contxins & deseription of the Preferred Stock and a statement of the
designations and the powers, privileges and rights, and the gqualifications,
Yimitations or restrictions thereof, of the Series A Preferred Stock, Series B
Convertible Preferred Stock, and the Series C Convertible Preferred Stock.

1. Common Stock.

Except as otherwige required by law, the holders of Common Stock shall be
entitled to one vote per share on all matters upon which holders of shares of
Common Stock shall be entitled to vote. There shall be no cumulative voting of the
Common Stock of the Corporation. The holders of Common Stock are not entitled to
preemptive rights with respect to any shares of any class of stock of the
Corporation.

2. ferred
A General.

The FPreferred Stock of the Corporation may be issued in one or more
clagees or series at such fime or times and for such consideration as the Board of
Dirsctors of the Corporation may determine. FEach class or series shall be so
designated as to distinguish the shares thereof from the shares of all other classes
and series. Different series of Preferred Stock shall not be construed to constitute
different classes of shares for the purpose of voting by classes unless otherwise
specifically set forth herein. The Board of Directors of the Corporation is expressly
authorized, subject to the limitations prescribed by law and the provisions of thesse
Fifth Amended and Restated Articles, to provide, by adopting a resolution or
resolutione, for the issuance of undesignated Preferred Stock in one or more classes
or series, each with such deaignations, preferences, voting powers, qualifications,
special or relative rights and privileges as ghall be stated in Axticles of Amendment
to the Fifth Amended and Restated Articles.

B. Series A Preferred Stock.
(2) Desigpation.

A total of Bight Million (8,000,000) shares of the Corporation’s
Preferred Stock shall be designated as “Series A Preferred Stock”.

®) Rank.

The Series A Preferved Siock shall rank, with respect to rights to
receive dividends senior to the Corporation’s Common Stock. The Series A

2
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Preferred. Stock shall rank with respect to the nghts io receive distributions upon
liquidation, dissolution or winding up of the Corporation (whether voluntary or
involuntary) sentor to the Corporation’s Common Stock.

(¢} Dividends and Distributions; Method of Payment.

The holders of shares of Series A Preferred Stock shall be entitled {o
receive, when, as and if declared by the Board of Directors out of funds legally
available for such purpose, dividends before the Corporation declares and pays
dividends to holders of shares of Common Stock.

(@ Voting Rights.

Except as otherwiee provided from time to time by the laws of the
State of Florida or the Corporation’s Articles of Incorporation, the holders of the
Series A Preferred Stock shall have no voting rights,

(®) Liguidation Preference.

In the eveni of any Nquidation, dissolution or winding up of the
Corporation, whether voluntary or involwntary, the holders of the Serjes A
Preforred Stock shall be entitled to receive out of the assets of the Corporation
availsble for distribution fo shareholders, before any distribution of aszets shall be
mads to the holders of the Common Stock (or to the holders of any other class of
stock which is junior to the Series A Preferred Stock as to distributions upon
liguidation, dissolution or winding up of the Corporation), an amount per share
equal to the sum of (i) $1 (one dollar) for emch outstanding share of Series A
Proferred Stock and (i) any and all acerued and accumulated declared but unpaid
dividends, if any, on each outstanding share of Series A Preferved Stock.,

D Conversion.

) Mandatorvy Convezrsign.

In the event: (I} a registration statement for an initial
public offering of the Common Stock of the Corporation is declared effective
by the Securities and Exchange Commission; (II} a merger, consolidation, or
recrganization of the Corporation with or into another corporation (other
than a merger, consolidation, or reoxganization involving only a change in the
stafe of incorporation of the Corporation) is copsummated pursuant to which
the shareholders of the Corporation immediately prior to such merger or
consolidation fail to own a2t Jeast & majoxity of the outstanding voting stock of
the surviving entity immediately following such merger or consolidation; or
{ID the sale of &ll or substantially all of the Corporation's capital stock or

3
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assets to any other person is consummated, then, on the effective date of such
event, the shares of Series A Preferred Stock will automatically and
mandatorily convert into shares of Common Stock of the Corporation at a
eonversion rate (the “Conversion Rate”} of one share of Common Stock for

* each share of Series A Preferred Stock, subject to appropriate adjustments in
the event of stock splits, stock combinations, or similar events.

(i) Mechanicg of Convergion. In order to convert shares of
Series A Preferred Stock into Common Stock, the holder or holders thereof shall

swrrender the cextificate or certificates evidencing such shares of Series A Preferred
Stock at the office of the transfer agent for the Series A Preferred Stock (or if thexe
is no such transfer agent, to the secretary of the Corporation), which certificate or
ceriificates shall be duly endorsed for transfer to the Corporation or in blank, or
accompsnied by proper instruments of transfer.

Shares of Series A Preferred Stock shall be deemed to have been
converted immediately upon the effectiveness of the event requiring conversion in
accordance with the foregoing provisions, and the person or persons entitled to
receive the Common Stock issusble upon such conversion shall be treated for all
purposes as the record holdexr or holders of such Common Stock af such time. As
prowaptly as practicable on or after the surrender of a certificate ox certificates for
couversion and the receipt of the notice relating thereto {end in any event within
five business days thereafter), the Corporation shall deliver or cause to be delivered
to the person or persons entitled to receive the same: (I} a certiffeate or certificates
for the number of full shares of Common Stock issuable upon such conversion; and
D) if Iess than the full number of shares of Series A Preferred Btock evidenced by
the surrendered certificate or certificates is being converted, a new certificate or
certificates, of like tenor, for the number of shares evidenced by such surrendered
certificate or certificates less the number of shares being converted.

(i) Reservation of Shares. The Corporation shall at all fimes
regexve and keep available, free from preemptive rights, cut of its anthorized but
unisstted Coramon Stock, solely for the purpose of effecting the conversion of shares
of Series A Prefexved Stock, the full nuwmber of shares of Common Stock then
deliverable upon the conversion of all shares of Series A Preferred Stock then
outstanding.

(g) Additional Preferred Series.
The Corporation is permitted to designate and issue any other series of

preferred stock of the Corporation having rights, preferences, privileges subject to,
equal to or supericr to the Series A Preferred Stack. No authorization or consent

§04000215059 3
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will be obtained or required from the holders of the Seriss A Preferred Stock for
such issuance.

C. Series B Convertible Preferred Stock
(& Designation.

QY] A total of eleven million (11,000,000) shares of the
Corporation’s Preferred Stock shall be designated as “Series B Convertible
Preferred Stock”.

Gy The Series B Convertible Preferred Stock shall
rank with respect to the rights to receive dividends and distributions uvpon
Liquidation, dissolution or winding up of the Corporation (whether voluntary or
involuntary) semior to the Corporation’s Series A Preferred Stock and Common
Stock.

() Dividends.

LEY] The holders of the Series B Convertible Preferred
Stock shall be entitled to receive, whether or not declared by the Board of Diractors,
dividends payable in cash at the annual rate of 7% per share per annum,
compounded quarferly and based on gm initial purchase price of $0.85 per share
(computed on the bagiz of a 860-day year, 30-day month), payable commencing on
December 31, 2002 and thereafter quarterly on the last day of March, June,
September and December in each yaar to shareholders of record on such dates, not
exceeding 60 days prefeding such dividend dates, as shall be fized for the purpose
by the Board of Directors in advance of payment of each particulsr dividend.
Dividends, if nof paid in accordance herewith, shall cumulate.

) So long 28 any shares of Series B Convertible
Preferred Stock are outstanding, no dividend shall be declared or paid or other
distribution made on any Series A Preferred Stock or Common Stock, nor shall the
Corporation purchase or otherwise acguire, or permit any subsidiary of the
Corporation to purchase or otherwise acquire, any shares of any Series A Preferred
Stock or Common. Stock unless all dividends on the Series B Convertible Preferred
Stocl: for the current and a1l past quarterly dividend periods payable as provided in
Section 2.C.(0)G) of this Article V shall have been paid in full or declared in ful) and
amounts get apart for the payment thereof and there shall exist no default with
respect to the redemption provisions for the Series B Convertible Preferred Stock.

(iil) The holders of the Series B Convertible Preferred
Stock shall have rights with respact to the payment of dividends as provided for in
Bection 2.D.(b)({T) of this Article V.

5
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(iv) No dividends on the Corporation’s Seriez A
Preferred Stock and Common Stock may be paid in cagh unless all prior dividends
on the Series B Convertible Preferred Stock have been paid in full.

)  Axrears of dividends shall not bear interest.
(¢t Liguidation; Consolidation or Mergex.

@ In the event of any ligquidation, dissolution or
winding up of the Corporation, whether voluntary or involuntary, then out of the
assetz of the Corporation before any distribution or payment to the holders of the
Corporation’s Series A Preferred Stock and the Common Stock, the holders of the
Heries B Convertible Prefarred Stock shall be entitled to be paid the sum of 31.28
per share (the “Series B Liguidation Preference”), together with full dividends
accrued and unpaid to and including the date of such liquidation, dissolution or
winding up, whether or not such dividends have been earned or declared.

(i) If the Corporation shall subdivide or reclassify the
then outstznding shares of Common Stock into a greater number of shaves of
Common Stock or combine or reclassify the then outstanding shares of Common
Stock into a smaller number of shares of Commeon. Stock, the Series B Liquidation
Proference in effect imtnediately prior to such subdivision, combination or
reclagsification, as the case may be, shall be adjusted in proportion to such increase
or decrease in the number of shares of Commeon Btock.

(i)  After payment in full to the holders of the Series C
Convertible Praferred Stock, in aceordance with Sectionn 2.D.(0){) of this Article V,
the rights with respect to the holders of the Series B Convertible Prefexred Stock
are provided for in Seetion 2.C.(¢)E) in this Article V. After payment in full fo the
holders of the Beries B Convertible Preferved Btock in accordance with Section
2.C.{c)(A), the rights of the Series B Convertible Preferred Stock shall be as set forth
in Section 2.D.(c)iv) of this Article V.

(iv) If the assets of the Corporation available for
distribution to its shareholders shall be insuffcient to permit payment in full to the
holders of both the Series C Convertible Prefarred Stock and Series B Convertible
Preforred Stock of the sums that such holders ars entitled to veceive, then the
rights, privileges and preferences with respect to the holders of the Series B
Convertible Preferred Stock shall be as provided for in Sections 2.D.(c)(3i) and Gviof
this Article V.

[B840002140069 3
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(v}  For purposes of this Section (£}, (1) the acquisition
of the Corporation by merger or consolidation, (2) the sale of all or substantially all
of the assets of the Corporation, (3) any transaction or series of related transactions
following which persons other than those persons who are holders of the capital
stock of the Corporation immediately prior thereto shall own or control by other
means 50% or more of the votes cutitled to be cast by the holders of all of the shaxes
of the capital stock of the Corporation immediately thereafter, (4) the oceurrence of
a Bankruptoy Event (as defined in Section 2.D.(e)(D) of this Article V), or (5) the
acceleration of the date on which the payment of a material debt owing by the
Corporation is due, shall be deemed a ligujdation, dissolution or winding up of the
Corporation (g “Liquidation Event”), unless such consolidation or merger or sale or
transaction or series of related transactions or declaratisn or scceleration shall have
been consented to by the holders of two thirds of the shares of the Series B
Convertible Preferred Stock at the time outstanding in the manmner provided in
Section 2.C.(e)(il) of this Axticle V.

{dy Redemption.

(i) At any time after February 1, 2007, upon the
affirmative vote of the holders of at least 86.7% of the ouistanding Series B
Convertible Preferred Stock, the Serise B Converiible Preferred Stock shall he
redeemed by the Corporation on a date to be selected by such holders at least 30
and ne more than 60 days later (the “Series B Redemption Date™ at the price of
$0.85 per share, together with full cumulative dividends acerued and unpaid to and
including the date fixed for such redemption, whether or not such. dividends have
been earned ox declared. The holders of Series B Convertible Preferred Stock so
voting shall provide the Corporation with notice of the Series B Redemption Date as
soon #s praciicable.

(i) TUpon the occurrence of an Event of Default (as
defined in Section 2.D.(e)(1) of this Article V), each holder of Sexies B Convertible
Preferred Stock may elect to have the Corporation immediately theresfter redeem
its shares of Series B Convertible Preferred Stock at a price of $0.85 per shars,
together with full curmulative dividends accrued and unpaid to and including the
date fixed for such redemption, whether or not such dividends have been earned or
declared.

(iil) The aggregate of the amounts payable upon the
rademption of a share of Series B Convertible Preferred Stock is hereinafier
referred to as the “Series B Redemption Price”.

(iv) Notice of the obligation of the Corporation to
redeem the shares of the Series B Convertible Praferred Stock and of the Sexies B

7
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Redemption Date and place for redemption shall be mailed at least 30 and not more
than 60 days prior to the Series B Redemption Date to each holder of record of
shares so to be redeemed at such holder’s last known address as shown by the
recoxrds of the Corporation, but no failure to mail such notice or any defect therein or
in the mailing thereof shall affect the wvalidity of the proceedings for such
redemption except as fo the holder to whom the Corporation failed to mail such
notice or whose notice was defective. Amny notice mailed in the manner herein
provided shall be conclusively presumed to have been duly given whether or not the
holder receives such notice.

(i) On and after the Series B Redemption Date, each
holder of shares called for redemption, upon surrender to the Covporation at the
place designated in such notice of the certificate or certificates for such shares,
propexrly endorsed in blank for transfer or accompanied by a proper instrument of
assignment or transfer in blank and bearing any necessary transfer tax stamps
thereto zifixed and canceled, shall thereupon be entitled to raceive payment of the
Series B Redemption Price in cash.

(iv) If such notice of redemption shall have been duly
given, apd if on or before the Series B Redemption Date funds necessary for the
redemption of the shares to be redeamed ghall have been set aside s0 as fo be and
coptinue to be available therefor, then notwitbstanding that any certificate
repregenting any ghares so called for redemption shall not have been surrendered,
the dividends thereon shall cease to accrue from and afiex the Sexies B Redemption
Date and all rights with respect to the shares so called for redemption shall
forthwith after the Series B Redemption Date cease, except only the right of the
holder to récefve the Series B Redemption Price without interest. Any moneys so
set agide by the Corporation and unclaimed by the end of three years from the date
fixed for such redemption shall revert to the general funds of the Corporation

(v) Al shares of the Series B Convertible Preferred
Stock redeemed or otherwise scquired by the Corporation ghall be canceled and
retired and shall nof be reissued.

(e} Voting Rights:

@ Each holder of shares of the Series B Convertible
Preforred Stock shall be entitled to onae vote for eash ghare of Common Stock into
which each share of Sexies B Convertible Preferred Stock standing in the name of
such holder on the books of the Corporation is convertible. Each holder of shares of
the Common Stock shell be entitled to one vote for each share gtanding in the name
of such holder on the books of the Corporation. Except as otherwise provided
hereinafter in this Section (2) or as otherwise requived by statute, the holders of the

8
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SQeries C Convertible Preferred Stack, Series B Convertible Preferred Stock, and the
Common Stock shall vote together as one class.

(i) If the Corporation shall have an Event of Default,
the rights, privileges and preferences of the holders of the Series B Convertible
Preferred Stock shall be as provided for in Section 2.D.(e)(i) of this Axticle V,
provided however, that in the event there are no Series C Convertible Preferred
Stock outstanding, then the holders of the Series B Convertible Preforred Stock
voting separately as a class shall be entitled to elect the smallest number of
directors of the Corporation whick will be at least a majority of the Board of
Directors, end the holders of the Commor. Stock voting separately as a class shall be
entitled to elect the remaining directors of the Corporation. However, in such a
case, if snd when 21l Events of Default which may have oceurred shall thereafter be
cured, the holders of the Series B Convertible Preferred Stock and the Common
Stock shall then be divested of such voting power, and sball be entitled to elect all
directors of the Corporation voting together as one class, but always subject to the
same provisions for the vesting of such voting power in the Series B Convertible
Preferred Stock and the Common Stock in the case of any future Event of Default.
A. special meeting of the shareholders, at which the holders of the BSeries B
Convertible Preferred Stock shall vote as a class, and the holders of the Common
Stack shall vote as a claas, shall be held at any time after the accruel of any such
voting power, and upon notice similar to that provided in the By-Laws of the
Coxporation for shareholders meetings, at the request in writing of the holders of
not lesg than 20% of the number of shares of the Sexies B Convertible Preferxed
Stock at the time outstanding, addressed to the Secretary of the Corporation at the
principal buginess office of the Corporation, within 40 days after the receipt of such
request. The holders of the Series B Convertible Preferred Stock and the Common
Stock, respectivaly, shall be entitled to exercise such separate class voting power at
a special meeting of shareholders called as aforesaid and at the next and succeeding
annual meetings until termination of such separate class voting power. Whenever
the right of the holders of the Series B Convertible Preferred Stock and Common
Stock to elect directors by voting as eeparate classes has arisen, the terms of office
of all persons who then may be directors of the Corporation shall ferminate upon
the election of their successors at a meeting of the shareholders as above provided.
Upon termination of such voting power at any time by reason of the curing of all
Events of Defanlt, the terms of office of all persons who may have heen elected
directors of the Corporation by vote of the holders of the Series B Convertible
Preferred Stock and the Common Stock voting as separate classes shall terminate
ab the next annual meeting of shareholders, orx, if sooner, at 2 special meeting called
by the Becretary within 90 days afier all BEvents of Pefaulf have been cured or
waived in writing by the holders of ai least 66.7% of the shares of Series B
Convertible Preferred Stock and shares of Common Stock, if any, issued upon
conversion of shares of Series B Convertible Preferred Stock.,

9
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(iif) As long as any shares of the Series B Convertible
Preferred Stock remain cutstanding, the Corporation shall not at any time without
the consent of the holders of at least 66.7% of the shares of the Series B Convertible
Preferred Stock at the time outstanding, given in person or by proxy, either in
writing or at a meeting called for the purpose, at which the holders of the Series B
Convertible Preferred Stock shall vote separately as & c¢lass (unless the consent of
the holders of a greater number of such shares ghall be required by statute):

(1) Increase or decrease the number of shares of
Preferred Stock or Common Stock that the Corporation is authorized to issue.

(2} create, authorize or issue any addifional
class of stock ranking prior to or on a parity with the Series B Convertible Preferred
Stock or increase the authorized amount of the Series B Convertible Preferred Stock
or any additional class of stock ranking prior to or on a parity with the Series B
Convertible Preferred Stock, or create or authorize eny obligation or security
exercisable or exchangeable for or convertible into shares of stock of any class
ranking prior to or on a parity with the Series B Convertible Preferred Stock:;

{3} amend, alter or repeal any provision of the
Articles of Incorporation or By-Laws of the Corporation which would affect
adveraely the rights, preferences or privileges of the Series B Converiible Preferred
Stock or of the holders thereof provided, however, that the amendment of the
Articles of Ingcorporation of the Corporation to create, increase or decrease the
authorized amount of any class of stock ranking junior to the Sexies B Convertible
Preferred Stock, or to increage or decresmse the par value of any class of stock
ranking junior to the Series B Convertible Preferred Stock shall not be deemed to
affect adversely the rights or preferences of the Seties B Convertible Preferred
Stock or the holders thereof and may be effected by the affirmative vote of the
holders of a majority of the stock of the Corporation which is entitled to vote;

(4)  change the rights, preferences, privileges or
restrictions of the Series B Convertible Preferred Stock;

(5}  change the number of authorized directors;
(6) issue any Common Stock;

(7) declare any dividend on any share of
Common Stocle of the Corporation;

(8  eell, lease or convey all or substantiaily all of
the property or business of the Corporation or any subsidiary of the Corporation
(except to the Corporation), or consolidate or merge the Corporation or any

10
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subsidiary of the Corporation with any other corporation (except a consolidation ox
merger of the Corporation with any wholly-owned subsidiary of the Corporation), or
in any way reorgamize the capital of the Corporation or significantly change the
busginess of the Corporation, or take any action that would result in a Ligquidation
Event; T :

(9)  purchase or otherwise acquire any shares of
stack or any other securities or any assets or properties of any other entity or
person; o '

(10) incur or obligate itself to incur any
indebtedness that would result in the aggregate indebtedness that the Corporation
has incurred and is obligated o incur to exceed $1,000,000;

(11) take any action that results in any asset of
the Corporation (ncluding, without limitation, any intellertual property) being
traneferred to a foreign subsidiary of the Corporation; or

(12) increase the number of shares of Cormmmon
Btock reserved for issuance to employees, strategic partners, advisors and other
service providers of the Corporation from the number of shares of Common Stock so
reserved as at January 29, 2002, or lssue any such additional ghares.

@ Preempiive Rights with Respect to Equity:

The Series B Convertible Preferred Stock rights, privileges, and
preferences with respect to Preemptive Rights shall be as provided for in Section
2.DE E)-(iv) of this Article V.

(@ Conversion of the Series B Convertible Preferred
Stock:

'¢H) Shares of the Series B Convertible Preferred Stock
shall be converted into fully paid and nonaszsessable full shares of Common Stocl of
the Carporation at the conversion price (the “Series B Conversion Price”) in effect at
the time of conversion, each share of the Serics B Convertible Preferred Stock being
valued at $0.85, plus full cumulative dividends acerued and unpaid to the date of
such convarsion on such shaxe (subject to adjustment of such fixed dollar amounts
for any stock splits, stock dividends, combinations, recapitalizations or the like) for
the purpose of such conversion:

(1)  intoto, af the option of the holders of at least
66.7% of the shares of Saries B Convertible Preferxed Stock at the time outstanding,
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‘ {2)  at the option of the holder thereof, at any
time snd from time to time, in the manner and upon the terms and conditions
hereinafter in this Section (g) set forth; or

{8 if the Corporation has consummated a
Qualified Public Offering (as defined in Section 2.D.(D({iH) of this Article V), at the
option of the Corporation, at any time within B0 days after the consummation of
such Quelified Public Offering, in the manner and upon the texms and conditions
hereinaftor set forth;

provided, however, that as to sny share of the Sexies B Convertible Preferred Stock
which shall have been called for redemption, the right of conversion shall terminate
at the cloge of business on the last full business day prior to the date fixed for
redemption. The Series B Conversion Price shall be 30.85 per share of Common
Stock until adjusted (to the nearest cent, a half-cent being considered a full cent) as
hereinafier in this Section (g) and thereafter the Series B Conveysion Price shall be
further adjusted apd readjusted from time to time as hereinafter set forth in this
Section (g), provided each such adjustment or readjustment to remain in effect until
a further adjustment or readjustment is required by this Section (g),

(1) Ifat any time or froro time to time affer the date on
which shares of Series B Convertible Stock were originally issued (the “Series B
Original Tssue Date”), the Corporation shall issue or sell shares of its Common
Stock or any Convertible Security (as defined below) other than (I) shares issued
upon conversion of the Series A Preferred Btock, Series B Convertible Preferred
Btock_or Beries C Convertible Preferred Stock, (II) shares issued to directors,
officers and employees of and consultants to the Corporation or a subsidiary of the
Corporation pursuant to a stock option or purchase plan approved by the Boaxd of
Directors of the Corporation, (IIL) securities issued or issuable by the Corporation in
connection with the acquisition by the Corporation of another corporation or other
entity by merger, purchase of all or substantially all of the assets or other
rearganization transaction in which the Corporation is the surviving company, (V)
securities issued to a strategic patrtner of the Corporation in connection with the
entering into of a material agreement between the Corporation and such strategic
pertner, which agreement shall have been approved in advance by the Board of
Directors of the Corporation, for s consideration per share less than the Series B
Conversion Price in effect immediately prior to such igssue or sale (the "Series B New
Conversion Price”™), then in each such case the Series B Conversion Price shall he
reduced to the Sexies B New Conversion Price immediately upon such issue or sale
or deemed issue or sale.

For purposes of any such adjustment, the following provisions shall be applicable:
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(1)  If after the Series B Original Issue Date the
Corporation shall () grant any rights or options to subscribe for, purchase or
otherwise acquire its Common Stock, or (II) issue or sell any stock or other
securities directly or indirectly convertible into or exchangeable for its Common
Stock (such stock or securities being hereinaftey called “Convertible Securities”),
then in each such case the price per share of the Common Stock issuable upon the
exercise of such rights or options or the conversion or exchange of such Convertible
Becurities ghall be determined by dividing (x) the total amount, if any, received or
receivable by the Corporation as consideration for the granting of such rights or
options or the issue or sale of such Convertible Securities, plus the minjmum
aggregate amount of additional consideration payable to the Corporation upon the
exercise of such rights or options or the conversion or exchange of such Convertible
Securities, by {y) the maximum number of shares of Common Sfock issuable upon
guch exercise or conversion or exchange, as the case may be. If the price per share
80 determined is Jess than the Series B Convarsion Price in effect immedintely prior
to the granting of such rights or options or the issue or sale of such Convertible
Securities, such granting or issue or sale shall be deemed to be 2an issue or sale for
cash of such maximum number of shares of Commeon Stock at such price per share
and such maximum number of shares of Common Stock shall be deemed to be
cuistanding, provided that

(8)  if such rights or options or Convertible
Securities by their terms provide, with the passage of time or otherwise, for any
inerease in the amount of additional consideration payable to the Corporation or
decrease in the numbey of sharves of Comman Stock issuable upon such exercise or
conversion or exchange (by change of rate or ctherwise), the Series B Conversion
Price shall, upon each such increasge or decrease hecorning effective, be readjusted to
reflect such increase or decrease insofar as it affects rights of exercise, exchange or
conversion vwhich have not theretofore expired, axd

(B) upon the expiration of such rights or
options or the rights of conversion or exchange of such Convertible Securities, if any
thereof shall not have been exexcised, the Series B Conversion. Price shall, upon
such expiration, be readjusted and shall thereafter be such 2s it would have been
had it been originally adjusted (or had the original adjustment not been required, as
the case may be) on the basis that (xx) the only shares of Common Stock g0 issued
were the shares of Common Stock, if any, actually issued or sold upon the exercise
of such rights or options or the zights of conversion or exchange of such Convertible
Securities, and (yy) such shares of Common Stock, if any, were issued or sold for the
congideration actually received by the Corporation upon such exercise plus the
consideration, if any, actually recetved by the Corporation for the granting of all of
such rights or options, whether or not exercised, or for the issue or sale of all such
Convertible Securitiee which shall have been converted or exchanged,
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provided, further, that no such readjustment shall have the effect of
inereaging the Sexies B Conversion Price by an amount in excess of the
amount of the adjustment thereof initially made in respect of the
granting of such rights or options or the issue or sale of such
Convertible Securities, If the Corporation shall grant any rights or
options to subscribe for, purchase or otherwise acquire Convertible
Securitiss, such Convertible Securities shall be deemed, for the
purpoges of this paragraph (3), to have been issued or sold for the total
amount received or receivable by the Corporation as consideration fox
the granting of such rights or options plus the minimum aggregate
amount of additional consideration payable to the Corporation upon
the exercise of such xights or options, and the Series B Conversion
Price shall be adjusted and readjusted as provided above in this
paragraph (8) in the case of Convertible Securities.

(23 X the Corporation shall pay a dividend or
make a digtribution on or in respect of any stock of the Corporation (other than the
Series B Convertible Preferred Stock or classes or series of stock senior in priority to
the Series B Convertible Preferred Stock), which dividend or distribution is payable
in Common Stock or Convertible Securities, such Common Stock or Convertible
Securities shail be deemed to have been issved or gold for no consideration.

(3) In case of a consideration consisting in whole
or in part of cash, the cash consideration shall be deemed io ba the amount of cash
constituting or included in such consideration after deduction of any expenses
payable by the Corporation and any wuwnderwriting or similar commissions,
compensation or concessions paid or allowed by the Corporation. In case of a
consideration consisting in whole or in part of property other than cash, the amount
of the consideration other than cash shall be deemed to be the fair value thereof as
determined in good faith by the Board of Directors of the Corporation. In case
Common Btock er Convertible Securifies are issued or sold or rights or options to
purchage or otherwise acquire Common Stock or Convertible Securities are granted
together with other stock or securities or assets of the Corporation for a
consideration which covers a combination of them, the portion of such consideration
allocable to the Common Stock, Convertible Securitles, rights or options shall be as
determined in good faith by the Board of Directors of the Coxporation.

(4) The date of the issue or sale of Common
Stock issuable on the exercise of any rights or options or the conversion or exchange
of apy Convertible Securities shall be deemed to be the date of issue or sale of such
rights or options or such Convertible Securities {or right or options to acquire such
Convertible Securities), provided that if a record of the holders of any class of
securities ghall be taken for the purpose of entitling such holders to receive any
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dividend or other distribution payable in, or any rights or options to subsecribe for,
purchase or otherwise acquire, Common Stock or Convertible Securities, the date of
the issue or sale of any Common Stock issuable in payment of any such dividend or
other distribution or upon the exercise of any such rights or options, or upon the
convearsion or exchange of any Convextible Securities so issuable shall be deemed to
be the date of such xecord.

(8) 'The shares of Common Stock from time to
time outstanding shall be deemed to include shares reacquired by the Corporation
after they had been i=sued and ontstanding, and the sale of such shares shall not be
deemed to be an issue or sale of Common Stock.

@if) If the Corporation shail subdivide or reclassify the
then outstanding shares of its Common Stoek into a greater number of shares of
Common Stock or combine or reclassify the then outstanding shares of its Comuaon
Stock into & smaller number of shaves of Common Stock, the Series B Conversion
Price in effect immediately prior to such subdivision, combination or
reclassification, as the csse may be, shall be proportionatsly adjusted as of the
effective date therecf so that the holder of any Series B Convertible Preferred Stock
thereafter surrendered for conversion shall be entitled to receive the pumber of
shares of Coromon Stock which he would have owned after the happening of such
event had such Series B Convertible Preferred Stock been converted immediately
prior to the happening of such event.

@) In case of amy capitel reorganization of the
Corporation, or any consolidation or mexger of the Corporation with or into another
corporation, or any sale or conveyance to another corporation of all or substantially
all of the propexty of the Corpoxstion, the holder of each share of Series B
Convertible Preferred Stock then outstanding (or of the stock or securities received
in lien of such share) shall have the right thereaffer to convert such share (or such
stock or securities) into the kind and ampunt of shares of stoek and other securities
and property receivable upon such reoxganization, consolidation, merger, sale or
conveyance by a holder of the number of shares of Common Siock of the Corporation
info which such share of the Series B Convertible Preferred Stock might have been
converted immediately prior to such reorganization, consolidation, merger, sale or
conveysnce, and shall have no conversion rights under these provisions; and
effective provision shall be made in the Articles of Incorporation of the resulting or
surviving corporation or otherwise so that the provisions set forth in this Section (g)
for the protection of the conversion rights of the Series B Convertible Preferred
Stock shall thereafter be applicable, as nearly as reasonably may be, to agy such
other shares of stock and other securities and property deliverable upon conversion
of the Series B Convertible Prefexred Stock remaining outstanding or other
convertible securities received by the holders in place therecff and any such
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resuliing or surviving corporation shall expressly assume the obligation to deliver,
upon the exercize of the conversion privilege, such shaves, securities or property as
the holders of the Series B Conwvertible Preforred Sfock, or other converiible
securities recerved by the holders in place thereof, shall be entatled to receive
pursuant to the provisions hereof, and to make provisions for the protection of the
conversion right as above provided. In case securities or property other than
Common Stocly shall be issuable or deliverable upon conversion as aforesaid, then
all references in this Section (g} to Common Stuck shall be deemed to apply, so far
88 appropriate and as nearly as may be, to such other secuxities or property.

(v) Intheeventof

(1) any taking by the Corporation of a record of
the holders of sny class of securities for the purpose of determining the holders
thereof who are entitled to receive any dividend (other than a cash dividend at the
same rate as the rate of the last cash dividend theretofore paid) or other
distribution, or any right to subscribe for, purchase or otherwise acguire any shares
of stock of any class or any cther securities or property, or to receive any other rvight,
or

(2) any capital reorganimation of the
Corporation, any reclassification or recapitalization of the eapital stock of the
Corporation or any transfer of all or substantially all the assets of the Corporation
to or consolidation ox mexger of the Corporation with or into another corporeation, or

(8) any voluntary or involuntsry dissolutiom,
liguidation or winding up of the Corporation, or

{(4) any proposed issue or graunt after the Series
B Original Issue Date by the Corporation of any shares of stock of any ¢lass or any
other securities, or any right or option to subscribe for, purchase or otherwise
acquire any shares of stock of any class or any other securities (other than the issus
of Comomon Stock on the exercise of the Series B Convertible Preferred Stock or
other Convertible Securities or rights or options issusd on or prior to the Sexies B
Original Issue Date or the granting of options by the Corporation to officers and
employees of and consultants to the Corporation or a subsidiary of the Corporation
pursuant to a stock option or purchase plan approved by the Board of Dixectors of
the Corporation),

then and in each such event the Corporation will mail to each helder of the Series B

Convertible Preferred Stock then outstanding at such holder's address as it appears

on the records of the Corporation a notice specifying (1) the date on which any such

record is to be taken for the purpose of such dividend, distribution or right, and

stating the amount and character of such dividend, distribution or right, dT) the
16
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date on which any such recrganization, reclagsification, recapitalization, transfer,
consolidation, raerger, dissolution, liquidation or winding up is to take place, and
the time, if any 1s to be fixed, of which the holdexrs of record of Common Stock shall
be entitled to exchange their shares of Common Btock for securities or other
properties deliverable upen such event, and (1T} the amount and character of any
stock or other securities, or rights or options with respect thereto, proposed to be
issued or granted, the date of such proposed issue or grant, and the person or class
of person to whom such proposed issue or grant is to be offered or made. Such
notice shall be mailed at least 20 days prior to the date therein spacified.

(vi) TUpon each adjustment or readjustment in the
Series B Conversion Price, in excess of $0.10, or cumulative, the Corporation at its
expense will cause the independent public accountanis who regularly audit the
books and accounts of the Corporation or other independent public accountants of
recognized standing selected by the Corporatiom to compute such adjustiment or
readjusiment in accordance with the provisions of this Section (g) and prepare a
certificate setting forth such adjustment or readjustment and showing in detail the
facts upon which such adjustment or readjugtment is based, including a statement
of (1) the consideration received or to be received by the Corporation for any
additional shares of Comimon Stock issued or sold or deemed ta have been issued or
sold, (2) the number of shares of Common Stock cutstanding or deemed to be
outstanding, and (3) the Series B Conversion Price in effect immedistely prior to
such issue or sale and as adjusted and readjusted (f required) on account thereof
The Corporation forthwith shall file such certificate with its corporate records and
mail a copy to each holder of the Series B Convertible Preferred Stock then
outstanding at such holder's address as it appears on the records of the Corporation.

(vii) In order to convert shares of the Series B
Convertible Preferred Stock into shares of Common Stock, the holder thereof ghall
gurrender at the principal office of the Corporation {or at such other place as the
Board of Directors shall have designated for the purposs) the certificate or
certificates for such shares of the Sexies B Convertible Preferred Stock properly
endorsed in blank for transfer or accompanied by a proper imstrument of
ssgignment or transfer in blank and bearing any necessaxy transfer tax stamps
thereto affived and canceled, together with a writien regquest for comversion in
which shall be stated the name or names in whick such holder wishes the certificate
or certificates for shares of Common Stock to be issued. The Corporation will, as
s00n &s practicable thereafter, deliver at said office to such holder of the Series B
Convertible Prefexred Stock, or to his nominee or nmominees, @ certificate or
certificates for the number of full shares of Common Stock to which he shall be
entitled as aforesaid, together with a cash payment in Heu of any fraction of 2 share
of such Common Stock and full cumulative dividends on the shares of the Series B
Convertible Preferred Stock surrendered for conversion accrued and unpaid to and

17

F040002%%0b8 =



OCT. 28. 2004 10:21AM CORPGRATION SYC €O K0, 372 VAVES
805000214066 7

including the date surrendered for comversion. No fraction of a share of Common
Stock shall be issued upon any conversion but, in lieu thereof, shall be paid upon
such conversion an amount in cash equal to the same fraction of the Conversion
Price at the time of conversion. No payment or adjustment for dividends on any
shares of Common Stock that shall be issuable upon conversion of the Sexjes B
Convertible Preferred Stock shall be made. Shares of the Sexigs B Comwvertible
Preferrad Stock shall be deemed to be converted and the person or persons in whose
name or names any certificate or certificates far Common Stock shall be issuable
upon such copversion shall be deemed to have become & holder or holders of xecord
of the shares of Comrmon Stock at the close of business on the date upon which the
certificate representing shares of the Series B Convertible Preferred Stock has been
surrendered to the Corporation for conversion. The Corporation will pay all issue
taxes, if any, incurred upon the issue of Common Stock upon conversion of the
Series B Convertible Preferred Stock, provided that the Corporation will not pay
any transfer or other taxes incurred by reason of the isaue of such Common Stock in
a name or names vther than that in which the ghares of the Sexies B Convertible
Preferred Stock so converted were registered.

(viii) Upon the closing of an issuance of New Securities
(as defined in Section 2.D.(BE) of this Article V) at any time after the Series B
Original Issue Date but before the Corporation issues shares of Comroon Stock in a
Qualified Public Offeving, if (a) a holder of Series B Convertible Preferred Stock
does not purchase in guch issuance all of such holder's pro rata portion (bagsed on
each holder’s ownership of shares of Beries B Convertible Preferred Stock) of any
MNew Securities gllocated by the Company for purchase by the holders of shares of
Beries B Convertible Preferred Stock (unless such holder is not able to purchase all
of its percentage ownership because the other holders of shares of Series B
Convertible Preferred Stock purchased their full allocation) and (b) the holders of a
majority of the then outstanding shares of Series B Convertible Preferred Stock
participate in such New Issuance, then such non-pavticipating holder's shares of
Series B Convertible Preferred Stock (and only such holder's shares of Beries B
Convertible Preferred Stock) shall automatically convert into shares of Common
Stock pursuant to and in accordance with the terms relating to the conversion of
shares of Sexries B Convertible Preferred Stock into shares of Common Stock set
forth in this Section (g). The automatic conversion of a2 holder's shares of Series B
Convertible Preforred Stock into shares of Common Stock shall be the Company's
sole and exclugive remedy for the failure of such holder to participate in an issuance
of New Securifies as provided shove. An issuance of New Securities means a bona
fide arms-length issuance by the Company of equity secuxities (whether or not in
conjunction with an issuance by the Company of debt securitiss),

(ix) Al shares of the Series B Convertible Preferred
Stock which shall have been converted as provided in this Section (g) shall no longer
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be deemed to be outstanding and all vights with respect to such shares (including all
xights to receive cumulative dividends on the shares of the Series B Convertible
Preferred Stock surrendered for conversion accrved and unpaid to and including the
date surrendered for conversion) shall forthwith cease and terminate except for the
right of the holders thereof to receive full shares of Common Stock, together with a
cash payment in Beu of any fraction of a share of such Common Stock. All shares of
the Series B Convertible Preferred Stock surrendered foxr conversion shall be
canceled and retired and shell not be reissued.

&  The Corporation will at all times reserve and keep
available out of its authorized but unissued Common Stock, solely for the purpose of
effecting the conversion of the shares of the Series B Convertible Preferred Stock,
the full pumber of shares of Comuon Btock from time to time Iissuable upon
conversion of all shares of the Series B Convertible Preferred Stock then

outstanding.
D. - Series C Convertible Preferred Stoch

(@ Designation.

@ A total of eighteen million {18,000,000) shares of
the Corporation’s Prefarred Stock shall be designated as “Series C Convertible
Prefarred Stock™

(i) The Series C Convertible Preferred Stock shall
rank, with respect to rights to receive dividends senior to the Corporation’s Sexies B
Convertible Preferred Stock, Series A Preferred Stock and Common Stock. The
Series C Convertible Preferred Stock shall rank with respect to the rights to receive
distributions upon liguidation, dissolution or winding wup of the Corporation
(whether voluntary or involuntary) senior to the Corporation’s Series B Convertible
Preferred Stock, Series A Preferred Stock and Common Stock.

(k) Dividends:

) The holders of the Sexies C Convertible Preferred
Stock shall be entitled to receive, whether or not declared by the Boaxd of Directors,
dividends payable, at the option of the Corporation, in cash or Series C Convertible
Preferred Stock at the annual rate of 7% per share per annum, compounded
quarterly and based on the Initial Price per share (computed on the basis of a 360-
day year, 30-day month), payable commencing on December 31, 2003 and thereafter
quarterly on the last day of March, June, September and December in each year to
shareholders of record on such dates, not exceeding 80 days preceding such dividend
dates, as shall be fived for the purpose by the Board of Directors in advance of
payment of each particular dividend. Dividends, if not paid ju accordance herewith,
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ghall cumulate. The “Initial Price™ shall be equal to, for such share, $.90 for such
share of Series C Convertible Preferved Stock (subject to adjustment of such fixed
dollar amount for any stock splits, stock dividends, combinations, recapitalizations
or the like).

(i) So long as any shares of Series C Convertable
Preferred Stock are outstanding, no dividend shall be declared or paid or othexr
distribution made on any othex class of Preferred Stock oxr Common Stock nor shail
the Corporation purchase or otherwise acqguire, or permit any subsidiary of the
Corporalion to purchase or otherwise acquire, any shares of any other class of
Preferved Stock or Common Stock unlegs all dividends on the Sevies C Convertible
Preferred Stock for the current and all past quarterly dividend pericds payable as
provided in Section 2.D.(b}{1) shall have been paid in full or declared in full and
amounts set apart for the payment thereof and there shall exist no default with
respect to the redemption provisions for the Beries C Convertible Preferred Stock.

(i) After payment in full to the holders of the Saries C
Convertible Preferred Stock of the dividends which such bolders are entitled to
receive as provided in Sectivn 2.D.(b)(E) of this Article V and after payment in full to
the holders of the Beries B Convertible Preferred Stock of the dividends which such
holders are entitled o receive as provided in Section 2.C.b(J) hereof, subject to the
provisions of Section 2D.(b)(ii) of this Article V, the holders of the Series C
Convertible Preferred Stock, Series B Convertible Preferred Stock, Series A
Preferred Biock, and Common Stock shall be entitled to receive, as and when
declared by the Bosard of Directors out of the remaining funde of the Corporation
legally available therefor, such dividends (payable in cash, stock or otherwise) as
the Board of Directors may from time to time determine, payable to the holders of
the Series B Convertible Preferred Stock, Series A Preferred Stock and Commen
Stock in proportion to the number of shares of Common Stock into which the shares
of Series B Convertible Preferred Stock and Series A Preferred Stock held by them
of record are convertible and the number of shares of Common Stock held by them
of record, on such dates, not exceeding 60 days preceding such dividend payiment
dates, as shall be fixed for the purpose by the Board of Directors in advance of
payment of each particular dividend.

(v) Notwithstanding any prior dividend payment to the
holders of Series C Convertible Preferred Stock, in the event the Corporation
declares 2 dividend pavable to the holders of Common Stock, such dividend shall
also be paid to the holdexs of the Series C Convertible Preferred Stock on an as
eonveried basis and amount.
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() No dividends on apy class of the Corporation’s
gtock may be paid in cash unless all prior dividends on the Series C Convertible
Preferred Stock have been paid in full

(vi) Arrears of dividends shall not bear interest.
(¢ Liguidation; Consolidation or Merger.

i In the event of any liguidation, dissolution or
winding up of the Corporation, whether voluntary or involuntary, then out of the
agsets of the Corporation before any distribution or payment to the holders of the
Series B Convertible Preferred Stock, Series A Preferred Stock and Common Stock,
the holders of the Series C Convertible Preferred Stock shall be entifled to be paid
the sum per share of 1.5 times the Initial Price for each share of the Series C
Convertible Preferred Stock (the “Series C Liguidation Preference”), together with
full dividends acctued and unpaid to and including the date of such Yquidation,
dissolution or winding up, whether or not such dividends have been earned or
declared. The “Initial Price” shall be equal to, for such share, $.90 for such share of
Series C Convertible Preferred Stock (subject to adjustment of such Sxed dollar
amount for any stock splits, stock dividends, combinations, recapitalizations or the
like).

(i) If the Corporation shall subdivide or reclassify the
then outstanding shares of Common Stock into 2 greater number of shares of
Commeon Stock or combine or reclassify the then outstanding shares of Common
Stock into a smaller namber of shares of Common Stock, the Series C Liquidation
Preforonce in effect immediately prior to such subdivision, combination ox
reclassification, as the case may be, shall be adjusted in proportion to such increase
or decreass in the mumber of sheres of Common Stock.

(iii) If the assets of the Corporation available for
distribution to its shareholders shall be insufficient to permit payment in full to the
holders of the Series C Convertible Preferred Stock of the sums which such holders
are entitled to receive in such case, then all of the assets available for distribution
to the shareholders shall be distributed among and paid to the holders of the Series
C Convertible Preferred Stock ratably in proportion to the respective amounts that
would be payable per share if such assets were sufficient to permit payment in full

(iv} After payment in full to the holders of the Series C

Convertible Preferred Stock of the sums which such holders are entitled to receive

as provided in Section 2.D.(c)(3) of this Article V, and after payment of all othex

preferences on the capital stock of the Corporation, including payment in full to the

holders of the Series B Convertible Preferred Stock of the sums which such holdexs

are entitled to receive as provided in Section 2,C.(c)({) hereof, the remajning assets
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of the Corporation shall be distributed among and paid to the holders of the Series
C Convertible Preferred Stock, Series B Convertible Preferred Stock, Series A
Preferred Stock and the Common Stock in proportion to the number of shares of
Common Stock into which the shares of Series C Convertible Preferred Btock, Series
B Convertible Preferred Stock and Series A Preferred Stock held by them are
convertible and the number of shares of Common Stock held by them respectively,

(v) For purpocses of this Section (¢), any Liguidation
Event, ag defined in Section 2.C.{c)(¥) shall be deemed a liquidstion, dissolution or
winding up of the Corporation, unless such consolidation or merger or sale or
transaction or series of related transsciions or declaration or acceleration shall have
been consented to by the holders of two thirds of the shares of the Semies C
Convertible Preferred Stock at the time cutstanding in the manper provided in
Beetion 2.D.(e)(E) of this Article V.

(i) The Corporation shall not issue shares of stock or
equity securities that shall have a Liquidation preference senjor in any respect to
the Series C Liguidation Preference of the Series C Convertible Preferred Stock.

() Redemption.

@ At any time after the Hfth anniversary of the final
closing of the Series C Convertible Preferred Stock financing, but inn no event later
than July 14, 2008, upon the affirmative vote of the holders of st least 66.7% of the
putstanding Sexies C Convertible Preferred Stock, the Beries C Convertible
Preferred Stock shall be redeemed by the Corporation on 2 date to be selected by
such holders at least 30 and no more than 60 days later (the “Series C Redemption.
Date™ at the Initial Price, topether with full eumulative dividends aceruesd and
unpaid to and including the date fixed for such redemption, whether or not such
dividends have been earnmed or declaved. The holders of Series C Convertible
Preferred Stock sc voting shall provide the Corporation with potice of the
Redemption Date as soon as practicable. The “Initial Price” shall be equal to, for
such share, 3.90 for such share of Series C Convertible Prefsrred Stock (subject to
adjustment of such fixed dollar araouni for any stock splits, stock dividends,
combinations, recapitalizations or the Lke).

(i) Upon the occurrence of an Event of Default, each
holder of Series C Convertible Preferred Stock may elect to have the Corporation
immediately thereafter redeem its shaves of Series C Convertible Preferraed Stock at
the Initial Price, together with full cumulative dividends acerued and unpaid to and
including the date fixed for such redemption, whether or not such dividends have
been earned or declared.
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@i} The aggregate of the amounts payable upon the
redemption of a share of Series C Convertible Preferred Stock is hereinafler
referred to as the * Series C Redemption Price”.

(iv) Notice of the obligation of the Corporation to
redeem the shares of the Sexies C Convertible Preferred Stock and of the Series C
Redemption Date and place for redemption shall be mailed at least 30 and not more
than 60 days prior to the Series C Redemption Date to each holder of record of
shares sc io be redeemad at such holder’s last known address as shown by the
records of the Corporation, but no failure to mail such notice or any defect therein or
in the mailing theveof shall affect the validity of the proceedings for such
redemption except as to the holder to whom the Corporation failed to mail such
notice or whoge notice was defoctive. Any notice mailed in the manner herein
provided shall be conclusively presumed to have been duly given whether or not the
holder receives such notice.

*)  On and after the Series C Redemption Date, each
holder of shares called for redemption, upon surrender to the Corporation at the
place desigpated in such notice of the certificate or certificates foxr such shares,
properly endorsed in blank for transfer or accompanied by a proper ingtrument of
assignment or transfer in blank and bearing any necessary transfer tax stamps
thereto afixed and canceled, shall thereupon be entitled to receive payment of the
SBeries C Redemption Price in cash.

vy I such notice of redemption shall have been duly
given, and if on or before the Series C Redemption Date funds necesspry for the
redemption of the shares to be redeemed shall have been set aside so a8 to be and
continne to be available therefor, then notwithstanding that any ceriificate
representing any shares so called for redemption shall not have been surrendered,
the dividends thereon shall cease to acexrue from and after the Sexies C Redemption
Date and zll rights with respect to the shares so called for redemption shall
forthwith after the Series C Redemption Date cease, except only the right of the
holder to receive tha Series C Redemption Price without interest. Any moneys so
set agide by the Corporation and unclaimed by the end of three vears fxom the date
fixed for such redemption shall revert to the general funds of the Corporation.

(vii) All shares of the Series C Convertible Preferred
Btock redeemed or otherwise acquired by the Corporation shall be canceled and
retived and shall not be reissued.

(&) Voting Rights:

(i) Each holder of shares of the Series C Convertible
Preferred Stock shall be entitled to one vote for each share of Common Stock into
23
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which each sharve of Series C Convertible Preferred Stock standing in the name of
such holder on the books of the Corporation is convertible. Each holder of shares of
the Common. Stock shall be entitied to one vote for each share standing in the name
of such holder on the books of the Corporation. FEsxcept as otherwise provided
hereinafter in this Section {¢) or as otherwise required by statute, the holders of the
Series O Convertible Preferved Stock, Series B Convertible Preferred Stock and the
Common Stock shall vote together as one class.

Giy  If the Corporation shall (3} default in the payment

of the Series C Redemption Price upon the redemption of apy shares of Series C
Convertible Preferred Stock as provided in this Section 2.D.(d) of this Axticle V or
default in the payment of the Series B Redemption Price upon the redemption of
any shares of Series B Convertible Preferred Stock as provided in Section 2.D.(d) of
this Axticle V; (2) fail to pay any dividend on any share of Series C Convertible
Preferred Stock when due as provided in Section 2.D.(b) of this Article V or fail fo
pay any dividend on sny share of Series B Convertible Preferred Stock when due as
- provided in Bection 2.C.(b) of this Axticle V; (8) fail to redeem ‘any share of Series C
Convertible Preferred Stock when due as provided in Section 2.D.(d) of this Article
or fail to redeem any share of Series B Preferred Biock when due as provided in
Section 2.C.(d) of this Article V: (4) have the date on which the payment of any debt
owing by the Corporation in excess of $1,000,000 becomes due accelerated by the
obligee of such debt; (5) make an assignment for the benefit of creditors or ghall
admit in writing its inability to pay its debts as they become due or shzll file a
voluntary petition in bankruptey, or shall be adjudicated a bankrupt or insolvent, or
shall file any petition or answer seeking for itself any reorganization, sxrangement,
composition, readjustment, liquidation, dissclution or similar relief under any
present or future statute, law or vegulation, or shall file any answer admitting or
not contesting the material allegations of & petition fled against the Corporation in
any such proceeding, or shall seek or consent to or acguiesce in the appointment of
any trustee, receiver or liquidator of the Corporation or of all or any substantial
part of the propertias of the Corporation, or the Corporation or its directors or a
majoxity of its stockbolders shall take any action looking to the dissolution or
liquidation of the Corporetion; or if, within 60 days after the commencement of an
action against the Corporstion secking any reorganization, axrangement,
composition, readjustment, Lquidation, dissolufion or similar relief under any
present or fulure statute, law or regulation, such action shall net have been
dismigsed or all orders or proceedings thereunder affecting the operations or the
business of the Corporation stayed, or if the stay of any such order or proceeding
shall thereafter be set aside, or if within 60 days after the appointment without the
consent or acquiescence of the Corporation of any trustes, receiver or liquidator of
the Corporation or of all or any substantial part of the propexties of the Corporation
such appointment shall not have been vacated (a “Bankruptcy Bvent™); (6) if 2 final
judgment shall be rendered against the Corporation and if, within 60 days after
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entry thereof, such judgment shall not have been dischayged; or {7) have made a
material misrepresentation in or pursuant to the Stock Purchase Agreement dated
as Jdapuary 14, 2003 by and between the Corporation and the Investors listed on
Schedule T attached thereto; or (8) take any action in violation of Section 2.1).{e){ii)
or Section 2.C.{e)(iD) of this Article; then and in every such event (hereinafter
referred to as an *Event of Default”), the holders of the Sexies C Convertible
Praferred Stock voting separately as a class shall be entitled to elect the smallest
number of directors of the Corporation which will be at least 2 majority of the Board
of Directors, the holders of the Series B Convertible Preferred Stock voiing
separately as a clase shall be entitled to elect half of the remaining directors of the
Corporation, and the holders of the Comwmon Stock voting separately as a class shall
be entitled to elect the other half of the remaining directors of the Corporation.
However, if and when all Events of Default which may have occurred shall
thereafter be rured, the holders of the Series C Convertible Preferred Stock, Sexies
B Convertible Preferred Stock and the Common Stock ghall then be divested of such
voting power, and shall be entitled to elect all directors of the Corporation voting
together as one class, but always subject to the same provisions for the veating of
such voting power in the Serieg C Convertible Preferred Stock, Series B Convertible
Preferred Stock, and the Common Stock in the ease of any future Event of Default.
A gpecial meeting of the shareholders, at which the holders of the Series C
Convertible Preferred Stock, Series B Convertible Preferred Stock and the holders
of the Common Stock shall vote 23 separate classes, shall be held at any time afier
the secrual of any such voting power, and upon notice similar to thet provided in
the By-Laws of the Coxporation for shareholders meetings, at the reguest in writing
of the holders of not less than 20% of the number of shaves of the Series C
Convertible Preferred Stock or Beries B Convertible Preferred Stock at the time
outstanding, addressed to the Secvetary of the Corporation at the principal business
office of the Corporation, in which ¢ase such Secretary shall call such meeting at the
sarliest time allowed pursuant to the motice provisions of the By-laws afier the
receipt of such request. The holders of the Series C Convertible Preferred Stock,
Series B Convertible Preferred Stock and the Common Stock, respectively, shall be
entitled 0 exercizse such separate class voting power at a special meeting of
shareholders called as sforesaid and at the next and succeeding annual meetings
until termination of such separate clags voting power. Whenever the right of the
holders of the Series C Convertible Preferred Stock, Series B Convertible Preferred
Stock and Common, Stock to elect divectors by voting as separate classes has axisen,
the terms of office of a1l persons who then may be directors of the Corporation shall
terminate upon the election of their successors at a meeting of the shareholders as
above provided. TUpon termination of such voting power at any time by reason of
the curing of all Events of Default, the terms of office of all persons who may have
been elected directors of the Corporation by wote of the holders of the Series C
Convertible Preferred Stack, Series B Convertible Prefarred Stoek and the Common
Stock voting as separate classes shall terminate at the next annual meeting of
25
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shareholders, or, if sconer, at a special meeting called by the Seeretaxy withio 90
days after all Events of Default have been cured or waived in writing by the holders
of at least 66,7% of the shares of Series C Convertible Preferred Stock and shares of
Common Stock, if any, issued upon conversion of shares of Series C Convertible
Preferred Stock and 68.7% of the shares of Series B Convertible Preferred Stock and
shares of Common Stock, if any, issued upon conversion of shaves of Series B
Convertible Preferred Stock

(iii) As long as any shares of the Sexies O Convertible
Prefarred Stoek remain outstanding, the Corporation shall not at any time without
the consent of the holdexs of at least 66.7% of the shares of the Series C Convertible
Preferred Stock et the time outstanding, given in person or by proxy, eifher in
writing or at a meeting called for the purpose, at which the holders of the Series C
Convertible Preferred Stock shall vote separately as a clags (unless the consent of
the holders of a greater number of such shares shall be required by statute):

(I}  increase or decrease the number of shaves of
Preferred Stock or Common Stock that the Corporation is authorized to issue.

{(2) create, authorize or issue any additional
clags of stock ranking prior to or on a parity with the Series C Convertible Preferred
Stock or increage the authorized amount of the Series C Convertible Preferred Stock
or any additional class of siock ranking prior to or on a parity with the Series C
Convertible Preferred Stock, or create or suthorize any obligation or security
exercisable or exchangeable for or convertible into shares of stock of any class
vanking prior {o or on a parity with the Series C Convertible Preferred Stock;

(3) amend, alter ox repeal any provision of the
Articles of Incorporation or By-Laws of the Corporation which would affect
adversely the rights, preferences or privileges of the Series C Convertible Preferred
Stock or of the holders thereof; provided, however, that the amendment of the
Articles of Incorporation of the Coxporation to create, increase or decreaze the
authorized amount of any class of stock ranking junior to the Series ¢ Conwvertible
Preferred Stock, or to increase or decrease the par value of any c¢lass of stock
ranking junior to the Series C Convertible Preferred Stock shall not be deemed to
affect adversely the rights or preferences of the Series C Convertible Preferred
Stock or the holders thereof and may be effected by the affirmative vote of the
holders of a majority of the stock of the Corporation which is entitled to vote;

(4) change the rights, preferences, privileges or
regtrictions of the Series C Convertible Preferred Stoclk:

(5) change the number of authorized directors;
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(6) issue any common stock;

(7  declare any dividend on any share of
common stock of the Coxporation;

&)  sell, lease or convey all or substantially all of
the property or business of the Coxporation or sny subsidiary of the Corporation
(except to the Corporation), or consolidate or merge the Corporation or any
subsidiare of the Corporation with any other corporation {(excspt a congolidation or
merger of the Corporation with any wholly-owned subsidiary of the Corporation), or
in any way reorganize the capital of the Corporation or significantly change the
buginess of the Corporation, or take any action that would result in a Liguidation
BEvernt;

(9 purchase or otherwise acquire any shares of
stock oxr any other securities or any assets or properties of any othexr entity or
person;

(10> incur or obligate itself to incur any
indebtedness that would result in the aggregate indebiedness that the Corporation
has incurred and is obligated to incur to sxceed $1,000,000;

(11) take any action that resulis in any asset of
the Corporation (including, wihout limitation, any intellectual property) being
transferred {o g foreign subsidiary of the Corporation;

(12) incregse the number of shares of Common
Btock reserved for issuance to employees, strategic partners, advisors and other
sarvice providers of the Corporation from the number of shares of Coramon Stock so
reserved as at January 14, 2003, or issue any such additional shaxes; or

(13) wundertake to make a significant change in
the business of the Corporation.

64 Preemptive Rights with Respect to Egquity.

) If the Corporation proposesa to issue or sell any
shares of its capital stock, grant options or other rights to subscribe for, purchase or
otherwige acquire any shares of its capital stock, issue or sell or grant any options
or other rights to subscribe for, purchase or otherwise aequire any security
convertible into or exchangeable or exercisable for shaves of its capital stock or
otherwise enter into any financing arrangement which in any way affects the equity
of the Corporation, then the Corporation shall first give notice by mail or by any
other certifiable manner (the “Subscription Notice”) addressed to the holders of
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shares of Series O Convertible Preferred Stock and shares of Common Stock, if any,
issued upon conversion of shares of Series C Convertible Preferred Stock, and to the
holders of shares of Series B Convertible Preferred Stock and shares of Common
Stock, if any, issued upon conversion of shares of Series B Convertible Preferred
Stock, specifying the number of shares or other securities proposed to be issued or
sold by the Corporation {(the “New Securities”), the subscription price per New
Security (the “Subscription Price”™ and the terms and conditiong of such New
Securities and all other terms of the issuance or sale thereof and the subscription
therefor, Upon mailing of the Subscription Notice, each holder of shares of Series C
Copvertible Preferred Stock and shares of Common Stock, if any, issued upon the
convergion of shares of Series C Convertible Praeferred Stock, and the shares of
Series B Convertible Preferred Stock and shares of Common Stock, if any, issued
npon the conversion of shares of Series B Convertible Prefarred Stock, shall be
entitled to subscribe for and purchase or otherwise asequire, within 30 days after the
mailing of the Subscription Notice, its portion of the New Securities based on the
pro rata portion of the shares of Series C Convertible Preferred Stock and the
shares of Common Stock issued upon the convexsion of shares of Series C
Convertible Preferred Stock, and shares of Series B Convertible Preferred Stock and
the shares of Common Stock issued upon the conversion of shares of Sexies B
Convertible Preferred Stock then outstanding which such holder holds, at the
Subseription Price and upon the other terms and conditicns stated in the
Subseription Notice.

(i) Al New Securitise not subscribzd and paid for by
holders of shares of Series C Convertible Preferred Stock sod shaves of Common
Stock, if any, issned upon conversion of shares of Series C Convertible Preferred
Stock, apd holders of shares of Series B Convertible Preferred Stock and shares of
Commeon Stock, if any, issued upon the conversion of shaves of Series B Convertible
Preferred Stock within the time, or upon the terms and conditions, set forth in the
Subscription Notice {the “Unsubscribed Securities™), may be issued or sold by the
Corporation to any person or persons the Corporation may desire at any time
during the 120 day period following the above mentioned 30 day period; provided,
however, that the Corporation shall not sell such Uneubscribed Securities at a lower
price or on terms more favorable to the purchaser than those specified in the
Subscription Neotice. :

(i) Thic Section (f) shall not be applicable to (@ the
Series C Convertible Preferred Stock and the shares of Common Stock issued or
igguable upon conversion of the Series C Convertible Preferred Stock, and the Series
B Convertible Preferred Stock and the shares of Common Stock, issued upon or
issuable upon conversion of shares of Seriee B Convertible Preferred Stock, (i)
securities issued by the Corporation to effect any stock eplit or stock dividend, (iif)
gecurities issued or issuable by the Corporation in connection with the acquisition
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by the Corporation of another corporation or other entity by merger, purchaze of all
or substantially all of the assets or other veorganization transaction in which the
Corporation is the surviving company, (iv} options granted by the Corporation to
officers and employees of and consultents to the Corporation or anmy of its
subgidiaries to purchass not more than 15% of the fully diluted outstanding shares
of Commeon Stock (taking info account for such purposes such options granted), the
granting of which options shall have been aspproved in advance by the Board of
Directors of the Corporation, and shares of Common Stock issued or issuable upon
the exercige of such optioms, (v) securities issued to a strategic partner of the
Corporation in connection with the entering into or modification of a material
agreement between the Corporation and such strategic partner, which agreement
shall have been approved in advance by the Board of Directors of the Corporation,
provided, however, in any such ecase, the holders of the shares of Series C
Convertible Preferred Stock and the shares of Common Stock issued uvpon
conversion of shares of Series C Convertible Preferred Stock and the holders of the
shares of Series B Convertible Preferred Stock sund the shares of Common Stock
issued upon conversion of shaves of Series B Convertible Preferred Stock shall have
the right to purchase, at the time of such transaction, from the Corporation shares
of Commeon Stock at their then fair market value, as determined in good faith by the
Board of Directors of the Corporation, to maintain their proportionete interest cn a
fully diluted basis in the Common Stock, (vi) securities issued to ernployees, officers
or directors of, or consultants to, the Corporation, pursuant to an arrangement
approved by the Board of Dixectors of the Corporation, or {(vii) Common Stock sold
in a bonafide, firm commitment public underwriting by a nationally recognized
investment bank pursuant to a registration statement on Form -1 under the
Securities Act of 1938, as amended (or any equivalent successor form), at 2 price per
share of not less than 800% of the Serizs C Conversion Price of the Series C
Convertible Preferred Stock then in effect (as that texm is defined in Section 2.D.(g)
of this Article V) and gross proceeds to the Corporation of not less than $20,000,000
(a “Qualified Public Offering”).

(iv) All preemptive rights described in this Section ()
shall terminate upon (I} a Qualified Public Offering or (i) any sale of substantially
all of the Corporation’s assets or of securities of the Corporation entitled to cast a
majority of the votes entitled to be cast by ell outstanding securitiee of the
Corporation approved by the holders of shares of Series C Convertible Preferred
Stock and shares of Comrmon Stock issued upon the conversion of shares of Series ¢
and the holders of the shares of Series B Convertible Preferred Stock and the shares
of Common Stock issued upon conversion of shares of Sexies B Convertible
Preferred Stock Convertible Preferred Stock then outstanding representing,
respectively, at least 66.7% of the votes entitled to be cast by such shares of Series C
Convertible Preferred Stock and shares of Common Stock issued upon the
conversion of shares of Series C Convertible Preferred Stock, and at least 86.7% of
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the votes entitled fo be cast by shares of Series B Convertible Preferred Stock and
shares of Common Stock issued upon the conversion of shares of Series B
Converiible Preferred Stock, then cutstanding or (i) the occurrence of any of the
events described in clauses (1) and (1) of Section 2.B(E() of this Article V.

() Conversion of the Series C Convertible Preferred
Stock.

oY) Each share of the Series C Convertible Preferred
Stock, plus full cumulative dividends accrued and unpaid to the date of such
conversion on such share {(subject to adjustment of such fixed dollar amounts for
any stock splits, stock dividends, combinations, recapitalizations or the like), shaill
be convertible into a mumber of shares of fully paid and nonassessable full shares of
Common Stock equal to the quotient of (i) the Initial Price (as defined below) and
(ii) the Series C Price Conversion Price (as defined below). Shares of the Series C
Convertible Preferred Stock shall be converted into fully paid and nonassessable
full shaves of Common Stock of the Corporation at the Series C Conversion Price in
sffect at the time of conversion, for the purpose of such conversion:

(1) i to, at the option of the holders of at least
66.7% of the shares of Series C Convertible Preferred Stock at the time outstanding,

(2) at the option of the holdex thereof at any
time and from time to time, in the manmer and upon the terms and eonditions
hereinafter set forth; or

(B8 if the Corporation has consummated a
Qualified Public Offering, at the option of the Corporation, at any time within 30
days after the consummaetion of such Qualified Publie Offering, in the manner and
upon the terms and conditions hereinafter set forth;

provided, however, that as to any share of the Series C Convertible Preferred Stock
which shall have been called for redemption, the right of conversion shall terminate
at the close of business on the last full business day prioxr to the date fxed for
redemption. The “Initial Price” shall be equal to, for such share, $.20 for such share
of Series C Convertible Prefarred Stock (subject to adjustment of such fizxed dollar
smount for any stock splits, stock dividends, combinations, recapitalizations or the
Iike). The Series C Conversion Price shall be initially be the Initial Price per share
of Common Stock, adjusted (to the nearest cent, a half cent being considered a full
cent) as hereinsfter in this Section (g) and thereafter the Series C Conversion Price
shall be further adjusted and readjusted from time to time as hereinafter set forth
in this Section (g), provided each such adjustment or readjustment to rerszin in
effect until a further adjustment or readjustment is required by this Section (g).
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) (2) If at any time or from time to time after the date
on which shares of Series C Convertible Stock were originally issued (the “Series C
Original Issue Date”) until the second (2°%) anniversary of the Series C Original
Issue Date (the “Series C Initial Adjustment Period”), the Corporation shall issue or
sell shares of its Cornmon Stock or Convertible Securities other than (I) shaves
issued upon conversion of the Series A Preferred Stock, the Series B Convertible
Praferred Stock or the Series C Convertible Preferred Stock, (II) shares issued to
dixectors, officers and employees of and consultants to the Corporation or a
subsidiary of the Corporation pursuant to a stock option or purchase plan approved
by the Board of Directors of the Corporation (FIT) securities issued or issuable by the
Corporation in connection with the aequisition by the Corporation of another
corporation or other entity by merger, purchase of all or substantially all of the
assets or other reorganization trangaction in which the Corporation is the surviving
company, (V) securities issued to a strategic partner of the Corporation in
connection with the entering into of a material agreement between the Corporation
and such strategic partner, which agreement shall have been approved in advance
by the Board of Directors of the Corporation (collectively, the “Series C Adjustment
Exceptions”), for a consideration per share less than the Series C Conversion Price
in effect immediately prior to such issue or sale (the “Series ¢ New Conversion
Price™, then in each such case the Series C Copversion Price shall be reduced to
the Beries C New Conversion Price immediately upon such issue or sale or deemed
izgue or sale.

(b) If at any time or from time to time after the conclusion
of the Beries C Initial Adjustment Period, the Corporation shall issue ox sell shares
of its Commen Btock or Preferred Stock (other than securities sold pursuant to any
of the Sexies C Adjustment Exceptions) for a concideration per share less than the
Series C Conversion Price in effect immediately prior to such issue ox sale, then in
each such case the Series C Conversion Price shall be adjusted (to the nearest cent,
a half cent being considered a fifll cent) by dividing

(1) the sum of (x¥) the result obtained by -
multiplying the number of shares of Common SBtock of the Corporation cutstanding
immediately prior to such issue or sale by the Series C Conversion Price in effect
immediately prior to such issue or sale, and (¥} the consideration, if any, received by
the Corporation upon such issue or sale,

by

(2) the number of zhares of Common Stock of
the Corporation outstanding immediately after such issue or sale,
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(©) For purposes of any such adjustment under (i)(a) and (b) above,
the following provisions shall be applicable:

1y If after August 15, 2004, the Corporation
shall (I) grant any rights or options to subseribe for, purchase or othexwise acguire
its Common Stock, or (I1) issuve or gelt any Convertible Securities then in each such
case the price per share of the Common Stock issuzble upon the exexcise of such
rights or options or the convergion or exchange of such Convertible Securitins shail
be determined by dividing (x) the total amount, if any, received or receivable by the
Corporation as consideration for the granting of such rights or options or the issue
or sale of such Convertible Securities, plus the minjmum aggregate amount of
additional consideration payable to the Corporation upon the exercise of such rights
or options or the conversion or exchange of such Convertible Securities, by (¥) the
maximam nuraber of shares of Common Stock issuable upon such exercise or
conversion or exchange, as the case may be. 1f the price per share so determined is
less than the Series C Conversion Price in effect immediately prior to the granting
of such rights or options or tha issue or sale of such Convertible Securities, such
granting or issue or sale shall be deemed to be an issue or sale for cash of such
maximum number of shares of Common Stock at such price per share and such
maximurm number of ghares of Common Stock shall be deemed to be outstanding,
provided that

{4)  if guch rights or options or Convertible
Securities by their terms provide, with the passage of time or otherwise, for
any increase in the amount of sdditional consideration payable to the
Corporation or decrease in the number of shareg of Common Stock issnable
upon such exercise or conversion or exchange (by change of rate or
aotherwise), the Series C Convarsion Price shall, upon each such increase or
decrease becoming effective, be readjusted to reflect sueh increase or decrease
insofar as it affects xights of exercise, exchange ur conversion which have not
therstofore expired, and

(B) wupon the expiration of such rights or
options or the rights of conversion or exchange of such Convertible Securities,
if any thereof shall not have been exercised, the Series C Conversion Price
shall, upon such expiration, be readjusted and shall thereafter be such as it
would have been had it been originally adjusted {or had the original
adjustment not been required, as the case may be) on the basis that (xx) the
only shares of Common Stock so issued were the shares of Common Stock, if
any, actually issued or sold upon the exercise of such rights or options or the
rights of conversion or exchange of such Convertible Securities, and vy} such
shares of Common Stock, if any, were issued or sold for the consideration
actually received by the Corporation upon such exercise plus the
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consideration, if any, actually received by the Corporation for the granting of
all of such rights or options, whether or not exarcised, or for the issue or sale
of sl such Convertible Securities which shall have been converted or

exchanged,

and provided, further, that no such readjustment shall have the effect of increasing
the Servies C Conversion Price by an amount in excess of the amount of the
adjustment thereof initislly made in respect of the granting of such rights or options
or the issue or sale of such Convertible Securities. If the Corporation shall grant
any rights or options to subscribe for, purchase or otherwise acquire Convertible
Securities, such Convertible Securities shall be deemed, for the purposes of this
paragraph (3), to have been issued or sold for the total amoant received or
receivable by the Corporation as consideration for the granting of such rights or
options plue the minimum aggregaie amount of additional consideration payable to
the Corporation upow the exercise of such rights or options, and the Conversion
Price shall be adjusted and readjusted as provided above in this paragraph (¢) in the
case of Convertible Securities.

(#) If the Corporation shell pay a dividend or
make a distribution on or in regpect of any stock of the Corporation (other than the
Series C Convertible Preferred Stock), which dividend or distribution is payable in
Common Stock oxr Convertible Sscurities, such Common Stock or Convertible
SBecurities shall be deemed to have been issned or sold for no consideration.

(8} In case of a consideration consisting in whele
or in part of cash, the cash consideration shall be deemed to be the amount of cash
constituting or included in such considerstion after deduction of any expenses
payable by the Corporastion and any underwriting or similar commissions,
compensation or concessions paid or allowed by the Corporation. In case of a
congideration consieting in whole or in part of property other than cash, the amount
of the consideration othex than cash shall be deemed to be the fair value thereof as
determined in good faith by the Board of Directors of the Corporation. In case
Comuon Stock or Convertible Securities are issued or sold or rights or options to
purchase or otherwise acquire Common Stock or Convertible Securities are granted
together with other stock or securities or assets of the Corporation for a
consideration which covers a combination of them, the portion of such consideration
allocable to the Comman Stock, Convertible Secuxities, rights or cptions shall be as
determined in good faith by the Board of Directors of the Corporation.

(4) The date of the issue or sale of Common
Stock issuable on the exercise of any rights or options or the conversion or exchange
of any Convertible Securities shall be deemed to be the date of iszue or sale of such
rights or options or such Convertible Securities (or right or options to acquire such
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Convextible Securities), provided that if a record of the holders of any class of
gecurities shall be taken for the purpose of entitling such holders to recelve any
dividend or other distribution payable in, or any rights or options to subscribe for,
purchase or otherwise acquire, Common Stock or Convertible Secuxities, the date of
the issue or sale of any Common Stock issuable in payment of any such dividend or
other distribubion or upon the exercise of any such rights or cptions, or upon the
convereion or exchange of any Convertible Securities so issuable shall be deemed to
be the date of such, record.

(50 The shares of Common Stock from time to
time outstanding shall be deemed to include shares reacquired by the Corporation
after they had been issued and ocutstanding, and the sale of such shares shall not be
deemed to be an issue or sale of Common Stack. ,

@)  If the Corporation shall subdivide or reclassify the
then outstanding sharee of its Common Stock into a greater number of shares of
Clommon Stock or combine or reclassify the then outstanding shares of its Common
Stock into 2 smaller number of shares of Comnon Stock, the Series C Convergion
Price in effect immedistely prior %o such sgubdivision, combination or
reclassification, as the ease may be, shall be proportionately adjusted as of the
effective date thereof so that the holder of any Series C Convertible Preferred Stock
thersafter surrendered for sonversion shall be entitled to receive the number of
ghares of Common Stock which he would have owned after the happening of such
event had such Series C Convertible Preferred Stock been converted immediataly
prior to the happening of such event.

(Gv) In case of amy capital reorgamization of the
Corporation, or any consolidation or merger of the Corporation with or into another
corporation, or any sale or conveyance to another corporation of all or substantially
all of the property of the Corporation, the holder of each share of Series C
Convertible Preferred Stock then outstanding (or of the stock or securities received
in lieu of such share) shall have the right thereafter to convext such share (or such
stock or securities) into the kind and amount of shares of stock and othex securities
and property receivable upon such reorganization, consolidation, merger, sale or
conveyance by a holder of the number of shares of Common Stock of the Corporation
into which such share of the Bexies C Convertible Preferred Stock might have been
converted immediately prior to such reorganization, consclidation, merger, sale or
conveyancs, and shall have no conversion rights under these provisions; and
effactive provision shall be made in the Articles of Incorporation of the resulting or
surviving corporation or otherwise so that the provisions get forth in this Section (g)
for the protection of the comversion rights of the Serdes C Convertible Preferred
Stock shall thereafter be applicable, as nearly as reasonably may be, to any such
other shares of stock and other securities and property deliverable upon conversion
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of the Beries C Convertible Preferred Stock remaining outstanding or other
convertible securities received by the holders in place thersof and any such
resulting or surviving corporation shall expressly assume the obligation to deliver,
upon the exercise of the conversion privilege, such shares, securities or property as
the holders of the Serxies C Convertible Preferred Stock, or other econvertible
gecurities received by the holders in place thereoi, shall be entitled to receive
pursuant to the provigions hereof, and to make provisions for the protection of the
conversion right as above provided. In case securities or property cther than
Common Stock shall be issuable or deliverable upon conversion as aforesaid, then
g1l references in this Section (&) to Common Stock shall be deemed to apply, so far
as appropriate and as nearly as msy be, to such other securities or property.

) Inthe eventof

(1)  any taking by the Corporation of a record of
the holders of any c¢lass of securities for the purpose of determining the holdexs
thereof who are entitled to receive any dividend (other than a cash dividend at the
game rate as the rate of the last cash dividend theretofore paid) or other
disgribution, or any vight 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,
ox

(2) any capital reorganization of the
Corporation, any reclassification or recepitalization of the capital stock of the
Corporation ox any transfer of all or substantially all the assets of the Corporation
to or consolidation or merger of the Corporation with or into another corporation, or

(3) eny voluntary or involuntary dissclution,
lLiguidation or winding up of the Corporation, or

(4) any proposed issue or grant afier the Series
C Original Issue Date by the Corporation of any shares of stock of any class or any
other securites, or any right or option io subscribe for, purchase or otherwise
acquire any shares of stock of any class or any other securities (other than the issue
of Common Stock on the exercise of the Series C Convertible Preferred Stock or
other Convertible Securities or rights or opticns issued on or prior to the Series C
Original Issue Date or the granting of options by the Corporation to officers and
employees of and consultants to the Corporation or a subsidiary of the Corporation
pursuant to a stock option or purchase plan approved by the Bosard of Directors of
the Corporation),

then and in each such event the Corporation will mail to each holder of the Series C

Convertible Preferred Btock then outstanding at euch holder’s address as it appears

ont the records of the Corporation a notice spacifying (I} the date on which any such
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record is to be taken for the purpose of such dividend, distribution or right, and
stating the amount apd character of such dividend, distribution or right, (I) the
date on which any such reorganization, reclassification, recapitalization, transfer,
consolidation, merger, dissolution, liguidation or winding up is to take place, and
the time, if any is to be fixed, of which the holders of record of Common Stock shall
be entitled to exchange their shares of Common Stock for securifies or obther
properties deliverable upon such event, and (IIT) the amount and character of any
stock or other securities, or rights or ¢ptions with respect thereto, proposed to be
irsued or granted, the date of such proposed iszue or grant, and the person or class
of person to whom such proposed issue or grant is to be offered or made. Such
notice shall be mailed at least 20 days prior to the date thersin specified.

(vI) Upon each adjustment or readjustment in the
Beries C Comversion Price, in excess of $0.10, or cumnulative, the Corpovation at its
expense will cause the independent public accountants who regularly eudit the
books and accounts of the Corporation or other independent public accountants of
recognized. standing selected by the Coxporation to compute such adjustment or
readjustment in accordance with the provisions of thiz Section (g) and prepare a
certificate setting forth such adjustment or readjustment and showing in detail the
facts upon which such adjustment or readjustinent is based, including a statement
of (1} the consideration received or to be received by the Corporation for any
additional ghares of Common Stock issued or gold or deemed to have been issued or
sold, (2) the number of shares of Common Stock cutstanding or deemed to be
outstanding, and (3) the Series C Conversion Price in effect immediately prior to
such issue or sale and as adjusted and readjusted (if reguired) on account thereof
The Corporation forthwith shall file such cextificate with its corporate records and
mail 2 copy to each holder of the Sexies C Convertible Preferred Stock then
ouistanding at such holder’s address as it appears on the records of the Corporation.

(vii) In order to convert shares of the Series C
Convertible Praferred Stock into shares of Common Stock, the holder thereof shall
swxrender at the principal officé of the Corporation (or at such other place as the
Board of Directors shall have designated for the purpose) the certificate or
certificates for such shares of the Series C Convertible Preferred Stock properly
endorsed iIn blank for transfer or accompanied by a proper imstrument of
assignment or transfer in blank and bearing any necesssry transfer tax stamps
thereto affixed and canceled, together with a written request for comversion in
which shall be stated the name or namas in which such holder wishes the certificate
or certificates for shares of Common Stock to be issued. The Corporation will, as
soon as practicable thereafter, deliver at said office to such holder of the Series C
Convertible Preferred Stock, or to his nominee or nominees, s certificate or
certificates for the number of full shares of Coromon Stock to which he shall be
entitled as aforesaid, together with a cash payment in lieu of any fraction of a share
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of such Common Stock and full cumulative dividends on the shares of the Series C
Convextible Preferrad Stock surrendered for conversion accrued and unpaid to and
including the date surrendered for conversion. No fraction of a shave of Common
Stock shall be jasued upon any conversion but, in lieu thereof, shall be paid upon
such copversion an amount in cash equal to the same fraction of the Series C
Conversion Price at the fume of conversion. No payment or adjustment for
dividends on any shares of Common Stock that shall be iszuable upon conversion of
the Series C Convertible Preferred Stock shall be made. Shares of the Series C
Convertible Preferred Stock shall be deemed to be converted and the person or
persong in whose name or names any certificate or cextificates for Common Stock
shall be issuable upon such conversion shall be deemed o have become a holder or
holders of record of the shares of Common Stock at tha cloge of business on the date
upon which the certificate representing shares of the Sexies C Convertible Prefexrred
Stock has been surrendered to the Coxrporation for conversion. The Coxporation will
pay ell issue taxes, if any, incurred upon the isgue of Common Stock upon
conversion of the Series & Convertible Preferred Stock, provided that the
Corporation will not pay any transfer or other taxes incurred by reason of the issue
of such. Commmon Stock in a name or names other than that in which the shares of
the Series C Convertible Preferred Stock so converted were registered.

{viil) Upon the closing of an issuance of New Securities
2t any time after the Seres C Original Issue Date but before the Corporation issues
shares of Common Stock in a Qualified Public Offering, if (a) a holder of Series C
Convertible Preferred Stock does not purchase in such issuance all of such holder’s
pro rata portion (based on each holder’s ownership of shares of Series C Convertible
Preferved Stock) of any New Securities allocated by the Company for purchase by
the holders of shares of Series C Convertible Preferred Stock and (b) the holdexs of a
majority of the then outstunding shares of Series C Convertible Preforred Stock
participate in such New Izsuance, then such non-parficipaiing holder’s shares of
Series C Convertible Praferred Stock (and only such holder's shares of Series C
Convertible Preforred Stock) shall automatically convert into shares of Common
Stock pursuant to and in accordance with the terms relating to the conversion of
shares of Series C Convertible Preferred Stock into shares of Comumon Stock set
forth in this Section (g). The automatic conversion of a holder’s shavres of Series €
Convertible Preferred Stock into shares of Common Stock shall be the Company's
sole and exclusive remedy for the failure of suck holder to participate in an issuance
of New Securities as provided above. An issuance of New Securities means a bona
fide arme-length issuance by the Company of equity securities (whether or pot in
conjunction with an issuance by the Company of debt securities).

(ix) All shares of the Series C Convertible Preferred
Stock which shall have been converted as provided in this Section {g) shall no longer
be deemed to be outstanding and 1l rights with respect to such shares (including all
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rights to receive cumulative dividends on the shaves of the Series C
Convertible Preferred Stock surrendered for conversion accrved and unpaid
to and including the date surrendered for conversion) shall forthwith cease
and terminate except for the right of the holders thereof to receive full shares
of Common Stock, together with a cash payment in lisu of any fraction of a
share of such Common Stock. All shares of the Series C Convertible
Preferred Stock surrendered for conversion shall be canceled and retived and
shall not be reissued.

) The Corporation will at all times reserve and
keep available out of its authorized but unissued Common Stock, solely for
the purpose of effecting the conversion of the shares of the Series C
Convertible Preforred Stock, the full number of shares of Common. Stock from
time to time issuable upon conversion of all shares of the Sertes C
Convertible Prefarred Stock then outstanding.

ARTICLE VI - REGISTERED OFFICE AND REGISTERED
AGENT

The name and street address of the registered office and registered
agent of the Corporation is Hogan & Hartson L.LP,, 1111 Brickell Avenue,
Suite 1900, Miami, FL 33131,

ARTICLE VII - BY-LAWS

The power to adopt, alter, amend or repeal By-laws shall be vested in
the Board of Directors and the shareholders, except that the Board of
Directors may not amend or repeal any By-law adopted by the shareholders if
the sharcholders specifically provide that the By-law is not subject io
amendment or repeal by the Board of Directors.

ARTICLE VIII - AMMENDMENT TO ARTICLES

The Corporation reserves the right to amend, alter, change or repeal
any provision contained in these Fifth Amended and Restated Articles of
Incorporation, in the manner now or hereafter prescribed by law, and all
rights conferred upon sharshelders herein are granted subject to this
ressrvation.

ARTICLE IX - INDEMNIFICATION

The Corporation shall indemnify its directors, officers, employees and
agents to the full extent pexmitted by the Florida Business Corporation Act.
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The foregoing Fifth Amended and Restated Articles were adopted by the
Board of Dixectors of the Corporation at a Board Meeting held on September 21,
2004, and were adopted by the Shareholders of the Corporation by written consent
approved as of October 13, 2004.

Z-KAT, ING,

W{’

Fritz LaPorte

Authorized Oﬂicer
Secretary
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CERTIFICATE TO FIFTH AMENDED AND RESTATED ARTICLES OF
INCORPORATION OF Z-KAT, INC.

The undersigned, Authorized Gfficer, of Z-KAT, Inc, 2 Floxida
corporation (the “Cozporation™), does hereby certify as follows:

1. I acenrdance with Seetione 607.0704, 607.1003, and 607.1007 of the
Florida Statutes, the Board of Directors of the Corporation {(the
“Boord™) recommended by & vote at 2 Board Meeting held September
21, 2004, that the sppropriate shareholders of the Corporalion
approve, and suck shareholders having approved by written consent in
lieu of 2 specis) meeting of the Corporation’s shareholders effective as
of Octaber 13, 2004, the number of votes cast for the amendment by
such shaveholders being sufficient for such approval, amendroent and
restatement of the Corporaiion’s Articles of Incorporation as attached
hereto.

o The undersigned officer of the Corperation has heen duly authorized to
submit thege Fifth Amended and Restated Articles of Ingorporation of
the Corporation to the Department of State of Florida for Sling in
aceordance with Seetion 807.1007, Florida Statutes.

Z-EAT, TNC.

i
Pritz LaPorte [
Authorized Officer

Secretary
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