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ARTICLES OF AMENDMENT TO THE @é\ 7 9 > 6\0
ARTICLES OF INCORPORATION OF Q 4“ ,,”} A
VETHEALTH, INC. N g 2
tJJ(‘f\f\q“/::S\ )
“ AL

Pursuant to. the provisions of §607.0602, §607.1001, §607. 1005@”
§607.1003, §607.1004 and 8§607.1007 of the Florida ZF_’ﬂ_ls:I.ness“;f
Corporation Act (the "Act"), VetHealth, Inc. (the "Corporation")
adopte this Amendment to the Articles of Incorporation set forth
below: o

1. The name of the Corporation is VetHealth, Inc.

2. The princ¢ipal address of the Corporation 15 5241 N.W. 100
Avenue, Coral Springs, Florida, 33076.

3. The following ameridments to the Corporation’s Articles of
Incorporation were adopted by the wunanimous consent of
shareholders and board of directors of the Corporation on the
26th day of October, 1998 in accordance with and in a manner
prescribed by the Act:

Articles I and V are hereby amended in their entirety to read:
ARTICLE I - NAME -

The name of this corporation is Drug Delivery Systems, Inc.
ARTICLE V ~ CAPITAL STOCK

(a) Common Stock. This Corporation is authorized to issue
10,000,000 shares of cémmon stock, $.001 par wvalue.

(b} Preferred Stock. This Corporation is authorized to issue
2,500,000 shares of preferred stock, $.001 par value (the
"Preferred Stock"). S . .

The Preferred Stock is subject te issuance by the board of
directors (the "Board") in one or more series and classes by the
filing a certificate pursuant to the applicable law of the State of
Florida. Except as expressly limited by Chapter 607, Florida
Statutes, as amended from time to time, or 1ts successor
legislation, as amended from time to time, the authority of the
Board with respect to each series shall include, but not be limited
to, determination of the following:

(i) Whether that series or class shall have voting
righte, in addition to the voting rights prov1ded by law, and
if so, the terms of such voting rights;

{(ii) The number of sharesg constituting that series or
clasg and the distinctive designation of that series;
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(iii) .The dividend rate on the shares of that series or
class, whether dividends shall be cumulative, and if so, from
which date or dates, and the relative xrights of priority, if
any, are paid on dividends on shares of that series or class;

{iv) Whether that series or c¢lasgs shall have conversion
privileges, and if so, the terms and conditions of such
conversion, including provision £for adjustment of .the

conversion rate in such events as the Board shall determine;

(v) Whether or not the shares of that series or class
shall be redeemable, and if so, the terms and conditions of
such redemption, including the date or dates upon or after
which they shall be redeemable, and the amount pexr share
payable in. case of redemption, which amount may vary under
different conditions and at different redemption dates;

{vi) Whether that series or class shall have a sinking
fund for the redemptiocn or purchase of shares of that series
or class, and if so, the terms and amount of such sinking
fund; '

(vii) The rights of the shares of that series or class
in the event of voluntary or involuntary liquidation,
dissolution or winding up of the Corporation, and the relative
rights of priority, if any, of payment of shares of that
series or class; and L o '

(viii) Any other relative rights, preferences and
limitations of that series or c¢lass. .

{(c) Series A Convertible Redeemable Preferred Stock:

Section 1. Designation, Number of Shares and Stated Value of
Series A Convertible, Redeemable Preferred Stock. There is hereby
authorized and established a sexies of Preferred Stock that shall
be degignatéed as “Series A Cénvertible, Redeemable Preferred Stock”
(hereinafte¥ referred to as “Series A Preferred”), and the number
of shares constituting such series shall be 1,500,000. Such number
of sghares may be increased or decreased, but not to a number less
than the number of shares of Series A Preferred then issued and
outstanding, by resolution adopted by the full Board of Directors.
The “Stated Value” pexr share of the Series A Preferred shall be
equal to One Dollar $(1.00). o '

Section 2. Definitions. In additicn to the definitions set
forth elsewhere herein, the following terms shall have the meanings -
indicated: ' - Co :

“Business Day” shall mean any day other than a Saturday,
Sunday or a day on which banking institutions in Miami, Florida are
authorized or cbligated by law or executive order to close.
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“Common Stock” shall mean the common stock, par value $0.001
per- share, of the Corporation. -

“Conversion Pric¢e” ghall mean the conversion price per share
of Common Stock into which the Series A Preferred is convertible,
as such conversion price may be adjusted pursuant to the provigions
hereof. The initial Conversion Price is Thirty Three Cents
(30.33) . :

“Junior Securities” means the Common Stock and any other
series of stock issued by the Corporation ranking junior as to the
Series A Preferred upon liguidation, dissolution or winding up of
the Corporation. :

“Original Issue Date” 8hall mean the date on which sharesgs of
the Series A Preferred are first issued.

“Parity Security” means any class or series of stock issued by
the Corporation ranking on a parity with the Series A Preferred
upon liguidation, dissolution or winding up of the Corporation.

“Person” means any individual, corporation, association,
partnership, - joint wventure, limited 1liability company, trust,
estate, or “other entity or organization, -other than the
Corporation, any subsidiary of the Corporation, any employee
benefit plan of the Corporation or any subsidiary of the
Corporation, or.any entity holding shares of Common Stock for or
pursuant to the terms of any such plan.

“Qualified IPO” means a registered underwritten public.
offering of the Common Stock: (1) resulting in net proceeds (after
deduction of underwriters’ commissions, discounts or expenses) to
the Corporation of at least $10,000,000, and (ii) at a price to the
public of at least five (5) times the then-effective Conversion
Price. ST )

"Senior Securities” means any class or series of stock issuéd
by the Corporaticn ranking senior to the Series A Preferred upon
liquidation, dissclution or winding up of the Corporatiom.

Section 3. Dividends and Distributions.

fa) The Series A Preferred shall rank prior ta the Common
Stock with respect to dividends. - The holders of shares of the

Series A Preferred shall be entitled to receive, when, as and if .

declared by the Board of Directors out of funds legally available
therefor, cumulative cash dividends at an annual rate of eight
percent (8%) of. the Stated Value (the “Dividend Rate”). Such
dividends ¢n shares of Series A Preferred shall be cumulative from
the date such shares are issued, whether or not in any period there
shall be funds of the Corporation legally available for the payment
of such dividends and whether or not such dividends are declared,
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and shall be payable quarterly, when, as and if declared by the
Board of Directors, on March 31, June 30, September 30 and December
31 in each year (each a “DlVldend Payment Date”) . Cumulative
dividends shall at all times accrue at a. compounded rate equal to
the Dividend Rate and shall accrue from and including the date of
issuance of such shares to and including a Dividend Payment Date.
Such dividends shall accrue whether or not there shall be (at the
time such dividend becomes payable or at any other time) profits,
surplus or other funds of the Corporaticn legally available for the
payment of dividends.

(b) Dividends shall be calculated on the basis of the time
elapsed from and including the date of issuance of such shares to
and including = the Dividend Payment Date or on any final
distribution date relating to conversion or redemption or to a
dissolution, liquidation or winding up of the. Corporation.
Dividends payable on .the shares of Series A Preferred for any
period of less than a full calendar year shall be prorated for the -
partial year on the basis of a 360-day year.

{(c) To the extent dividends are not paid on a Dividend
Payment Date, all dividends which shall have accrued on each share
of Series A Preferred outstanding as of such Dividend Payment Date
shall, for purposes of calculating dividends thereon, be added to
the Stated Value of such share of Series A. Preferred and shall
remain a part thereof until paid, and dividends shall accrue at the
Dividend Rate and be paid on such share of Series A Preferred on
the basis of the Stated Value, as so adjusted. No interest, or sum
of money in lieu of interest, shall be payable in respect of any
dividend payment. oz"payments on the Serles A Preferred which are in
arrears. :

(d) Dividends payable on each Dividend Payment Date shall be
paid to record holders of the shares of Series A Preferred as they
appear on the books of the_Corporation at the close of businesg on
the tenth Business Day  immediately preceding the respective
Dividend Payment Date or on such other record date as may be fixed
by the Board of Directors of thé Corporation in advance of a
Dividend Payment Date, provided that no such record date shall be
less than ten nor more than sixty calendar days preceding such
Dividend Payment Date.

(e) So long as any shares of Series A Preferred are .
outstanding, no dividend or other distribution, whether in
liquidation or otherW1se, shall be declared or paid, or set apart
for payment on or in resgpect of, any Junior Securities, nor shall
any Junior Securities be redeemed purchased or otherwise acguired
for any consideration (or any moeey'be paid to a sginking fund or
otherwise set apart for the putchase or redemption of any such
Junior Securities), unless (i) the full cumulative dividends, if
any, accrued oh all ocutstanding shares of the Series A Preferred
shall have been paid or set apart for payment for all past dividend
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periods and (ii) sufficient funds shall have been set apart for the
payment of the dividend for the then current dividend period with
respect to the Series A Preferred.

Section 4. (Certain Covenants and Restrictions.

(a) So long as any sghares of Series A Preferred are
ocutstanding;

(i) The Corporation shall at all times reserve and
keep available for igsuance upon the conversion of the shares
of Series A Preferred such number of 1its authorized but
unissued shares of Common Stock as . will be sufficient to
permit the conversion of all outstanding shares of Series A
Preferred, and all other securities .and instruments
convertible into ghares of Common Stock, and shall take all
reasonable action within its power reguired to increase the
authorized number of shares of Common Stock necessary to
permit the conversion of all such sharés of Series A Preferred
and all other securities and instruments convertible into
shares of Common Stock.

(ii) The Corporation represents, warrants and agrees
that all shares of Common Stock that may be issued upon
exercise of the conversion rights of shares of Series A
Preferred will, upon issuance, be fully-paid and
nonagsessable..

(iii) The Corporation will endeavor to make the shares
of stock that may be issuéd upon exercise of the conversion
rights of shares of Series A Preferred eligible for trading
upon any national securities exchange, ~or any automated
quotation system of a registered securities association, if
any, upen. or through which the Common Stock shall then be
traded prior to such delivery. -

(iv) Prior to the delivery of any securities which the
Corporation shall be obligated to deliver upon redemption or
conversion of the Series A Preferred, the Corporation will
endeavor to comply with all federal and state securities laws
and regulations thereunder requiring the registration of such
securities with, or any approval of or consent to the delivery
of siich securities by, any governmental authority.

(v) The Corporation shall pay all taxes and other
governmental charges {(other than any income ox franchise
taxes) that may be imposed with respect to the issue or
delivery of shares of Common Stock upon conversion of Series
A Preferred as provided herein. The Corporation shall not be
required, however, to pay any tax or other charge imposed in
connection with any transfer involved in the issue of any
certificate for shares of Common Stock in any name other than
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that of the registered holder of the shares of the Series A
Preferred surrendered in connection with the conversion
thereof, and in such case the Corporation shall not be
required to issue or deliver any stock certificate until such .
tax or other charge has been paid, or it has been established
to the Corporation’s satisfaction that no tax or other charge
is due. - '

(b) Prior to the consummation of a Qualified IPO, in the
event the Corporation propogses to cffer, sell or issue any of its
equity securities (including, without limitation, shares of the
Corporation’s capital stock or any rights to acqguire such shares),
excluding (i) interests issued pursuant to the Corporation’s option
plans that have been adopted by the shareholders of the
Corporation, (ii) securitiés issuable pukrsuant to a transaction
governed by Rule 145 of the Securities Act of 1933, as amended,
and (iii) securities issuable as dividends or upon the exercise or
conversion of other securities, then the holders of shares of
Serieg A Prefé&rred shall have the preemptive right to acguire such
securities from the Corporation. In the event that the Corporation
proposes to make any offer, sale or issuance that is subject to
this Section 4{b), then and in each such case the Corporation shall
at least thirty days prior to any such event {(the “Window”), and in
any case within five business days after it has knowledge of any
such pending transaction, provide to the Series A Prefexred holders
written notice of the Corporation’s intention to take such action.
Such notice shall include the number and type of securities, the
price, the intended transaction date, and any other information -
reasonably requested by the Beries A Preferred holders. Each
Series A Preférred holder may exercise this preemptive right, by
providing written notice to the Corporation within fifteen days
(the “Response Pericd”) after receipt of the foregoing notice from
the Corporation, with respect to a percentage of the securities to
be offered, sold or issued, calculated by dividing (i} the number
of ghares of Common Stock then entitled to be received upon the
convergion of all gshares of Series A Preferred held by such holder,
by (ii) the total number of shares of Common Stock then entitled to
be received upon the conversion of all shares of Series A Preferred
then outstanding. In the event any holder(s) shall elect not to
exercise the preemptive rights as provided hereunder, then the
aggregate shares otherwise entitled to be purchased by such non--
participating holders (the “Non-Subscribed Securities”) shall be
available for purchase by each remaining Series A Preferred holder,
who shall accordingly receive notice from the Corporation of such
availability within five days after the expiration of the Response
Period, in the proportion that the number of shares of Common Stock
then entitled to be received by such _holder upon conversion of its
Series A Preferred shares then held bears to the total number
shares of Commorn Stock then entitled to be received upon conversion
of the Series A Preferred shares held by all such holders electing
to exercise preemptive rights. The preemptive rights to acgquire
the Non-Subscribed Securities shall expire upon the expiration of
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the Window, at which time the Corporaticon may sell of igsue any and
all securities regarding which the Series A Preferred holders
failed to exercise thelr preemptive rights hereunder.

Section 5. Liguidation Preference.

(a) In the event of any liquidation, dissolution or winding
up of the Corporation (in connection with the bankruptcy or
insolvency of the Corporation or otherwise), whether voluntary or
involuntary, before any payment or distribution of the assets of
the Corporation (whether capital or su¥plus) shall be made to or
set apart for the holders of shares of any Parity Securities or
Junior Securities, the holders of the shares of Series A Preferred
shall be entitled to receive. an_amount egual to the Stated Value
multiplied by the number of shares of Series A Preferred held by
them, plus all cumulative dividends (whether or not declared) that
are accrued and unpaid thereén. To the extent the available assets
are insufficient to fully satisfy such amounts, then the holders of
the Seriesg A Preferred shall share ratably in such distribution in
the proportion that the number of each holder’s Series A Preferred
Shares bears to the total number of shares of Series A Preferred
cutstanding. No further payment oh aGcount of any such
liquidaticon, dissolution or winding up of the Corporaticn shall be
paid to .the holders of the sghdres of Series A Preferred or the
holders of any Parity Securities unless there shall be paid at the
same time to. the holders of the shares of Series A Preferred and
the hoiders of. any Parity Securities proportionate amounts
determined ratably in proportion to the full amounts to which the
holders of all outstanding shares of Series A Preferred and the
holders of all such outstanding Parity Securities are respectively
entitled with respect to such distribution. For purposes of this
Section, neither a consolidation oxr merger of the Corporation with
one or more partnerships, corporations or other entities nor a
sale, lease, exchange or transfer of all or any substantial paxrt of
the Corporatiomn’s assets for cash, securities or other property
shall be deemed to be a liquidation, disgolution or winding-up of
the Corporation, whether wvoluntary or involuntary.

(b) After the payment of all amounts owing to the holders of
stock ranking prior tc the Common Stock, the holders of Common
Stock ghall share ratably in the distribution of the remaining
available assets of the Corporation in the proportion that each
holder’s shares bears to the total number of shares of Commen Stock
outstanding. -

(¢) Written notice of any ligquidation, dissclution or winding
up of the Corporation, stating the payment date or dates when and
the place or places where the amounts distributable in such
circumstances shall be payable, shall be given by first class mail,
postage prepaid, not less than fifteen days prior to any payment
date stated therein, to the holders of record of the shares cof
Series A Preferred at their respective addresses as the same shall
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appear in the records of the Corporation.

Section 6. Redemption at Option of Holder.

(a) Subject to paragraph (b) of this Section, each holder of
shares of Series A Preferred shall at all times have the option to
require the Corporaticn to redeem all or part of such helder’s
shares for cash at a redemption price equal to the Stated Value per
share of, plus all accrued and unpaid dividends on, the shares to
be redeemed. To exercise such option, a holder shall deliver the
certificate or certificates representing the shares of Series A
Preferred to be redeemed pursuant to this Section to the
Corporation and a notice of the election of the holder to have all
or part of such holder’s shares redeemed. TUpon receipt of such
certificate and notice, the Corporation shall, subject to any
applicable restrictions of law or regulations, promptly redeem the
shares for which holders have elected to be redeemed and pay to or
on the order of such holders in immediately available funds the
full redemption price for the shares of Series A Preferred to be so
redeemed. .

(b} The number of shares that a holder shall be entitled to
reguire the Corporation to redeem under this Section shall be
determined (including, for purposes of clauses (il) through {(iv)
hereof, by applying the percentage stated below to all “baskets” of
shares, each basket to consist of all shares of Series A Preferred
acquired by such holder on the same date), as follows:

(1) Subject to clause (v) hereof, prior to December
31, 2003, no hoider may require the Corporation to redeem any
shares of Series A Preferred.

(1i) On or after December 31, 2003 and prior to
December 321, 2004, a holder may require the Corporation to
redeem no moré than fifty percent (50%) of the shares in each
basket held by the holder. e

(iii) ©On or after December 31, 2004 and prior to
December 31, 2005, & holder may require the Corporation to
redeem no more than seventy-five percent (75%) of the shares
in each basket held by the holder.

(iv) on or -after December 31, 2005, a holder may
require the Corporation to redeem all or any portion of the
shares of Series A Preferred owned by the holder.

(~) Notwithstanding any other provision of this
Section, if the Corporation proposes to be a paxty to any
merger, consclidation, share exchange, sale of all or
substantially all of the Corporation’s assgets, or -
recapitalization, in any case as a result of which the
aggregate value, as determined in good ~faith by the
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Corporation and the Series A Preferred holders, to be recelved
by the Series A Preferred holders (or, in the case of an asset
sale, the aggregite proceeds to be received by the Corporation

and to . be available for liguidating distributions in- -

accordance  with Section 5 héreof to the Series A Preferred
holders) is less than the aggredate redemption price in effect
as determined by paragraph (a) of this Section (without regard
to the limitations contained in the foregoing clauses (i)
through (iv)), then the Corporation shall at least thirty days
prior to the earlier of any such event or the date the
Corporation would be irrevocably committed to such event (and
in any case within five business days after it has knowledge
of any such pending transaction), provide to the Series A
Preferred holders written notice of the propdsed transaction.
Such notice shall include the amount and type of consideration
to be received, the intended transaction date, and any other
information reasonably requested by the Series A Preferred
holders. Each Series A Preferred holdexr may at any time
thereafter, by providing written notice, require the

Corporation to redeem all or any portion of the shares of .

Series A Preferred owned by such holder, which redemption

shall be made by the Corporation only after it becomes

irrevocably committed to the transaction (and in any case no

later than prior to the effectiveness of such transaction).

(c) In the event the Corporation has insufficient funds
(whether by legal prohibition or otherwise) to redeem all the
shares sought toc be redeemed pursuant to this Section, then the
Corporation shall use the maximum amount of funds availakle, and
the number of shares redeemed and the redemption price therefor
shall be allocated according to the relative number of shares
sought to be redeemed by each heolder as compared to the total
number of shares sought to be redeemed by &ll Series A Preferred
holders exercising their put option hereunder.

(d}) In the event the Corporation fails (whethexr by reason of
having insufficient funds or otherwise) to.redeem any shares that
a holder elects to put to the Corporation in compliance with this
Section, then the Conversion Price for those shares not receliving
the entitled redemption as requested will be immediately adjusted
by multiplying the Conversion Price then in effect by gsixty percent
(60%) . By way of example, if the Conversion Price in effect upon
a failure of the Corporation to honor a holder’s put right is
$0.33, then the Conversion Price for the shares rot rightfully
redeemed shall become 50.20. o o '

Section 7. Reacqguired Shares. Any shares of Series A
Preferred repurchased, redeemed, convertéed or otherwise acquired by
the Corporation shall be retired and canceled promptly after the
acquisition thereof. All such shares shall upon theilr cancellation
become authorized but unissued shares of Preferred Stock, without
designation-as to series.



Section 8. Voting Rights.

(a) Except @& otherwise provided in this Section or reguired
by law or. any provision of the Articles of Incorporation of the
Corporation, the holders of the shares ¢f Series A Preferred shall
vote together with the shares of Common Stock as a single class at
any annual or special meeting of shareholders of the Corporation,
and each holder of shares of Series A Preferred shall be entitled
to one (1) vote. for each share of Series A Preferred held by such
holder on the record date fixed for such meeting. JIn the event the
Corporation shall at any time after the Original Issue Date (i)
subdivide the outstanding shares of Common Stock into a greater
number of shares or (ii} combine the outstanding shares of Common
Stock into a smaller number of shares, the number of votes to which
each share of Series A Preferred is entitled shall be adjusted
proportionately so that the adjusted number of votes shall bear the
same relation to the number of votes in effect immediately prior to
guch event as the total number of shares of Common Stock
outstanding immediately after such event shall bear to the total

number of shares of Common Stock ocutstanding iwmmediately prior to .

such event. Such adjustment shall become effective immediately
afcer the effective date of a sukdivisicon or combination.

(b) Notwithstanding any other provision of this Section:

(i) in any election of directors of the Corporation at
any meeting of the shareholders or by written consent of the
shareholders of the Corporation, {1) the holders of shares of
Series A Preferred shall be entitled to elect the smallest
whole number of directors necessary to represent at least two- -
fifths of the total members of the Board of Directors (the
“geries A Directors”), to remove from office such directors,
and to. fill any vacancy caused by their resignation, death or
removal from office, (2) all shareholders of the Corporatiomn,
voting as a single class, shall be entitled to elect the
smallest whole number of directors necessary to represent at
least one-fifth of the total members of the Board of
Directors, to remove from coffice such directors, and to £ill
any vacancy caused by their resignation, death or removal from
office, and (3) the holders of Common Stock shall be entitled
to elect the remaining members of the Board of Directors; and

(ii) immediately following and until a complete
correction or cure of a breach by the Corporation or the Board
of Directots of any provision of paragraph (c) of this
Section, the Series A Directors shall be entitled, with
respect to any action taken by the Board of Directors {whether
at any regular or special meeting oxr by written consent) ,
equally to cast enough votes that are sufficient to constitute
a majority of the votes entitled to.be cast by the entire
Board of Directors. : '
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(¢) .The Corporation shall not, without the affirmative vote
or congent of all holders of shares of Series A Preferred voting
together as a sgeparate class: (1) authorize, create or issue, or

increase the authorized or issued amount of, any class or series of . .

stock of Senior Securities or Parity Securities, or any security
convertible into or exchangeable for Semior Securities or Parity
Securities (other than in connection with (1) the Corporation’s
stock option plans that have been adopted by the shareholders of
the Corporation, or (2) a Qualified IPO) or reclassify or modify
any Junior Securities so as to become Parity Securities ox Senior
Securities; (ii) amend, repeal or change any of the provisions of
the Articles of Incorporation or Bylaws of the Corporation
pertaining the rights ox preferences of the Series A Preferred
(including the. Certificate of Designations relating to the Series
A Preferred); (iii) authorize or take any action resulting in the
merger, reorganization, change of control, or sale of gsubstantially
all of the assets of the Corporation; (iv) redeem, repurchase or
otherwise reacquire any shares of a class or series of Junior
Securities or Parity Securities; (v) authorize or take any action
resulting in a transaction between the Corporation and one of its
affiliates (other than a wholly-owned subsidiary), unless on terms
no less favorable than would have been available with either a less
than wholly-owned subsidiary of the Corporation or an independent
third party; or (vi) increase the size of the Board of Directors.

Section 9. Conversion Rights. Holders of shares of Series A
preferred. shall have the right to convert all or a portion of such
shares into Common Stock, as follows: - ;

(a) At any time, each share of Series A Preferred ghall be
convertible at the option of the holder thereof into fully paid,
non-assessable shares of Common Stock. Moreover, all outstanding
shares of Series A Preferred shall be automatically converted upon
the closing of a Qualified IPO. The number of shares of Common
Stock deliverable upon conversion of each share of Series A
Preferred shall be determined by dividing the Stated Value of such
share of Series A Preferred by the Conversion Price then in effect.

(b) In case at any time the Corporation shall (i) subdivide
the outstanding shares of Common Stock into a greater number of
shares, or. (ii) combine the outstanding shares of Common Stock into
a smaller number of shares, (iii) issue any shares of Common Stock
for a price less than the Stated Value, (iv) subject to paragraph
(c) of this Section, issue any option, warrant or other convertible
security or right to subscribe for or purchase capital stock of the
Corporation at & price per share less than the Stated Value, then
the Conversion Price in effect immediately prior thereto shall be
multiplied by the fraction obtained: L o

by dividing

(X), which is the numerator obtained by adding (A) the total
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number of issued and outstanding shares of Common Stock
immediately prior to the effectiveness of such action by the
Corporation, plug (B) the number of shares of Common Stock
that could have been acquired, at the Conversion Price in
effect immediately prior thereto, with the consideration, if
any, received or deemed received by the Corporation in
exchange for such action, B - )

by

(v), which is the denominator that equals the actual total
number of issued and outstanding ghares of Common Stock
immediately after such effectiveness. -

Such adjustment shall become effective immediately after the
effective date of a subdivision, combination or issuance; provided,
however, that no adjustment shall be made to the Conversion Price
on account of securities issued by the Corporation in connection
with (i) the Corporation’s stock option plans that have been
adopted by the shareholders of the Coxporation, or (ii) a
Qualified IPO.  1In the event of_ a consolidation or merger of the
Corporation with or into another corporation or entity as a result .
of which a greater or lesser rummber of shares of common stock cof
the surviving corporation or entity are issuable to holders of
capital stock of-the Corporation in respect of the number of shares
of its  capital stock outstanding Iimmediately prior to such
consolidation or merger, then .the Conversion Price in effect
immediately prior to such consplidation or merger shall be adjusted
in the same manner as -though there were a subdivision or
combination of the outstanding shares of capital stock of the
Corporation. The Corporation shall not effect any such
congolidation, merger, or sale unless prior to or simultaneously
with the consummation therecf the successor (if other than the
Corporation) resulting from such consolidation or merger or the
party purchasing such assets and any other corporation or entity
the shares of stock or other securities or property of which are
receivable thereupon by the holder of Series A Preferred shall
expressly assume, by written ingtrument executed and delivered {and
satisfactory in form) to the Series A Preferred holders, (i) the
obligation to deliver .to such holders such stock or other
securities or property as, in accordance with the foregoing
provisions, such holders may be entitled to_ purchase and (ii) all
other obligations of the Corporation hereunder.

(¢} In case at any time the Corporation shall grant any
rights to subscribe £for. or purchase, or any options for the
purchase of, securities convertible into or exchangeable for Common
Stock (such rights and options being herein called “Options” and
such convertible or exchangeable securities being herein cailed
“Convertible Securities?), whether or not  such Options or the .
rights to convert or exchange any such Convertible Securities are
immediately exercisable, and the price per share for which Common
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Stock is issuable upon the exercise of such Options or upon the
conversion or exchange of such Convertible Securities (determined
- by dividing (x) the total amount, if any, received or receivable by
the Corporation as consideration for the granting of guch Options,
plus the minimum aggregate amount of additional conhsideration
payable to the Corporation upcn the éxercige of such Options, plus,
in the case of any such Options which relate to Convertible
Securities, the minimum  aggregate amount of additional
consideration, 1if any, payable to the Corporation upon the
conversion or exchange of such Convertible Securities, by (y) the
total maximum number of shares of Common Stock issuable upon the
exercise of such Options or upon the conversion or exchange of all
such Convertible Securities issuable upon the exercise of such
Options) shall be less than the Stated Value in effect immediately
prior to the time of the granting of such Options, then the total
maximum number of shares of Common Stock issuable upon the exercise
of such Options or upon the conversion or exchange of the total
maximum amount of such Convertible Securities issuable upon the
exercise of such Options shall (as of the date of granting of such
Options) be deemed to be outstanding and to have been issued and
sold for such price per share (a “Deemed Issuance”) and the
provisions of paragraph (b) of this Section shall apply
accordingly. With respect to any Deemed Issuance, effective as of
the close of business on the first Business Day on which no share
of Common Stock may thereafter be issued upon an exercise of an
Option or  Convertible Security that is included in such Deemed
Iesuance (whether by reason of (a) the expiration or termination of .
any right to. exercise any Option or Convertible Security included
in such Deemed Iszsuance and that has not been exercised, or (b) the
purchase by the Corporation and canceliation or retirement of some
or all Options or Convertible Securities included in such Deemed
Tssuance that have not been exercised), the shares of Common Stock
then acquirable upon conversion by the Series A Preferred holders
shall be adjusted by: (1) recalculating the initial adjustment of
the Conversion Price that occurred by reason of such Deemed
Issuance, based on .the shares of Common Stock issued by the
Corporation upon exercige of all Options and Convertible Securities
included in such Deemed Issuance (rather than the number of shares
of Common Stock deemed ocutstanding immediately after the issuance
of the Options and Convertible Securities included in such Deemed
Issuance), and (2) recalculating each other subseguent adjustment,
if any, theretofore made to the Conversion Price on account of
subseguent issuances of Commeon Steck, by utilizing the Conversion
Price as initially adjusted pursuant to the immediately foregoing
clause (1) and including in the number of shares of Common Stock
outatanding for such purpose only the shares of Common Stock
actually issued and outstanding. '

(d) In the event that the Corporation proposes to take any
action specified in this Section which reqguires any adjustment of
the Conversgion Price, then and in each such case the Corporation
shall at least thirty days prior to any such event, and within five
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business days after it has  knowledge of any such pending
transaction, provide to the Séries A Preferred holders written
notice of the date on which the books of the Corporation shall
close or a record shall be taken for such dividend, distributiocn,
or subscription rights or for determining rights to vote in respect
of any such reorganization, reclassification, congolidation,
merger, sale, dissolution, liguidation, winding-up, or transaction.
Such notice shall also specify, as applicable, the date on which
the holders ©f capital stock shall be entitled thereto or the date
on which the holders of capital stock shall be éntitled to exchange
their stock for securities or other property deliverable upon such
reorganization, reclassification, consolidation, merger, sale,
dissolution, liquidation, winding-up, oY transaction, as the case
may be. Such notice shall also state that the action in question
or the record date 1is subject to the effectiveness of a
registration__statement under the Securities Act of 1933, as.
amended, or to a favorable vote of security holders, if either is
required. Furthermore, any notice shall state the Conversion Price
resulting from such adjustment and the increase or decrease, if
any, in the number of shares obtainable at such price upon
exercise, setting forth in reasonable detail the method of
calculation and the facts upon which such calculation is based.

(e} The conversion of any share of Serieés A Preferred may be
effected by the holder thereof by the surrender of the certificate
or certificates therefor, duly endorsed, at the principal offices
of the Corporation or to such agent or agents of the Corporation as
may be designated by the Board of Directors and by giving written
notice to the Corporation that such holder elects to convert the
same. o - - :

(f) As prowmptly as practicable after the surrender of ghares
of Series A Preferred for convergion, the Corporation shall issue
and deliver or cause to be issued and delivered to the holder of
such shares certificates represénting the number of fully paid and
non-asseasable shares of Common Stock into which such shares of
Series A DPreferred have been converted in accordance with the
provisions of this Section. Subject to the following provisions of
this Section, such conversion shall be deemed to have been made as
of the close of business on the date on which the shares of Series
A Preferred shall have been surrendered for conversion in the
manner herein provided, so that the rights of the holder of the
shares of Series A Preferred so surrendered shall cease at such
time, and the person or persons entitled to receive the shares of .
Common Stock upon comversion thereof shall be treated for ail
purposes as having become the record holder or holders of such
shares of Common Stock at such time; provided, however, that any
such surrender on any date when the stock transfer books of the
Corporation are closed shall be deemed to have been made, and shall.
be effective to terminate the rights of the holder or holders of
the shares of Series A Preferred so surrendered for conversion and
to constitute the person or persons entitled to receive such shares
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of Common Stock as the record holder or holders thereof for all
purposes, at the opening of business on the next succeeding day on
which such transfer books axre open.

(g) The Corporation shall not be reguired to issue fractional
shares of stock upon the conversion of the Series A Preferred. .As
to any final fraction of a share which the holder of one or more ..
shares of Series A Preferred would otherwise be entitled to receive
upon conversion, the Corporation shall, in lieu of issuing any
fractional share, pay the holder otherwise entitled to such
fraction a sum in cash equal to the same fraction of the Conversion
Price on the day of conversiomn.

(hY In case the .Corporation shall be a party to any
transaction (including without limitation, a merger, consolidation,
statutory share exchange, sale of all or substantially all of the
Corporation’s assets or recapitalization of the Common Stock), in
each case as a r¥é&sult of which shares of Common Stock shall be
converted into the right to receive stock, securities or other
property {including cash or any combination thereof) (each of the
foregoing transactions being referred to as a “Fundamental Change
Transaction”), then the shares of Series A Preferred remaining
outstanding will thereafter no longer be subject to conversion with
Common Stock pursuant to this Section, but instead each share shall
be convertible into the kind and amount. of stock and other
securities and property receivable ({including cash) upon the
consummation of such Fundamental Change Transaction by a holder of
that number of shares of Common Stock into which one share of
Series A Preferred was convertible immediately prior to such
Fundamental Change Transaction (including an immediate adjustment
of the Conversion Price if by reason of or in connecticn with such
consolidation, merger, or sale any securities are issued or event
occurs which would, under the terms hereof, require an adjustment
of the Conversion Price), assuming such holder of Series 2
Preferred hag. failed to elect to have all or a part of such
holders’ shares redeemed. The provisions of this paragraph shall
gimilarly apply to successive Fundamental Change Transactions.

Section 10. Ranking. The Common Stock shall be Junior
Securities. : - -
Section 1l.. Record Holders. The Corporation may deem and .

treat the record holder of any shares of Serieg A Preferred as the
true and lawful owner thereof for all purposes, and the Corporation
shall not be affected by any notice to the contrary.

Section 12. Notice. Except as. may otherwise be provided by
law or provided for herein, all notices reférred to herein shall be
in writing, and all notices hereunder shall be deemed to have been
given upon receipt, in the case of a notice of conversion given to
the Corporation, or, in all other cases, upon the earlier of
receipt of such notice or three Business Days after the mailing of
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such notices sent by Registered Mail (unless first-class mail shall
be specifically permitted for such notice under the terms hereof)
with postage prepaid, addressed: If to the Corporation, to its
principal executive offices or to any agent of the Corporation
designated as permitted hereby; or if to a holder of the Series A
Preferred, to such holder at the address of such holder of the
Series A Preferred as listed in the stock record books of the
Corporation, or te such other address as the Corporation or holder,
as the case.may be, shall have designated by noctice similarly
given. . - ,

Section 13. Successorg and Transferees. The provisions
applicable to shares of Series A Preferred shall bind and inure to
the benefit of and be enforceable by the Corporation, the
respective successors to the Corporation, and by any record holder
of shares of Series A Préferved. ' '

IN WITNESS WHEREOF, the undersigned President of this
Corporation has executed the foregoing Amendment to the
Corporation’s Articles of Incorpdration this 26th day of October,
1998.

VETHEALTH, INC

RN

Dana Vaughn, Rresident
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