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FLORIDA DEPARTI\!ENT OF STATE
Eatherine Harriz
Secretary of State

Novamber 9, 1999

COMPASS MNOWLEDGE GROUP, INC.
2710 BEW CIRCLE
OCOEE, FL 34761

SUBJECT: COMPASS ENOWLEDGE CROUP, INC.
REF: P33000012558

We received your electronically transmittad desument. However, the
document has not been filed. Pleasa make the following corrections and
refax the complete document, including the electronic filing cover sheat.

Pleage accept ocur apoleogy for failing to mention thies in our previous
letter.

THE FIRST PARAGRAPH OF THE DOCUMENT REFERS TO THE CORPORATICON AS A
DELAWARRE CORPORATION. IF THIS IS THE CASE, THE AMENDMENT CAN NOY BE FILED

IN FLORIDA. THE CORPORATION IN FLORIDA BY THIS NAME IS A FLORIDA DOMESTIC
CORPORATION. .

Plaaza raturn your documant, aleng with a copy of this letter, within 60
days or your filing will be congildaraed abandonead.

If youn have any ¢uestions eoncerning the filing of your document, please
call (850) 4687-6B80.

Karen Gikson FaX Aud. #: HI90Q0028436
Corporate Specialist Letter Number: 595700054224

Division of Corporations - PO, BOX 6327 Tallahasses, Florida 32814
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FLORIDA DEPARTMENT OF STATE
therine Harria
Becratary of State
November %, 19%9%

COMPASS ENOWLEDGE GROUP, INC.
2710 REW CIRCLE
OCOEE, FL 34761

SUBJECT: COMPASS ENOWLEDGE GROUP, ING.
REF: P92000012558

We recelved your electronically transmitted document. Howavar, tha
document has not been filed. Please make the following corrections and
refax the complete document, inciuvding the elactronic filing cover sheeat.

If shareholder approval was not required, a statement to that effect must
be contained in the document.

Pleage raturn your document, along with a copy of thiz letter, within 60
days or your filing will be considaraed abandoned.

If you have any questions concerning the filing of your document, Please
call (B50) 487-6880.

Raren Gibson FAX Aucd. #: H990D0028436
Corporate Specialist Letter Nunmber: O3SAGO0541G3

Division of Corporations - P.Q, BOX 6327 -Tallzhassee, Florida 32314
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CERTIFICATE OF DESIGNATION OF ‘:.3\ N =<3
SHRIES A SENTOR CONVERTIBLE PRERERRED STOCK o
SETTING FORTH THE POWERS, PREFERENCES, o G
RIGHTS, QUALIFICATIONS, LIMITATIONS AND 2
RESTRICTIONS OF SUCH SERIES OF PREFERRED STOCK gf‘

Fursuant to Sections 607.1001 and 607.1002 of the Florida Business Corporation Act,
Compass Knowledge Group, Inc., a Vlorida corporation (the “Company™), doss hereby certify that:

Pursuant 1o the authority conferred upon the Board of Dircctors of the Company by the
Certificale of Incorporation of the Compeny, the Board of Ditectors of the Company on November 5, 1999
adopted the following rosolution creating a scties of preferred stock designated as Serics A Senior
Convertible Preferred Stock, and such resolution has not been modified and is in full force and effect on the
date hercof:

RESOQLVED that, pursuant to the authority vested in the Board of Directors of the
Company in accordance with the provivions of the Centificate of Incorporation, a series of the class of
authorized preferred stock, par value $0.001 per share, of the Company iy hereby created and that the
designation and number of shares thereof and the voling powers, prefersnces snd relative, participating,
optional and other special rights of the shares of such series, and the qualifications, limitations and
resirictions thereof are as follows:

Section 1, Desiona Number and Rank,

{3 The shares of the series shall he designated as “Series A Senior Convertible
Preferred Stock™ (the “Series A Preferred Stock™). The mumber of shares initial Iy constituting the Scries A
Preferred Stock shall be *five thousand*® (*5,00{*),

) The Series A Preferred Stock shall, with respect to dividends and distributions
and with respect to rights on liquidation, dissolution and winding up, rank (i) higher and prior to the Junior
Stock, (i) on a parity with all shares of Parity Stock and (iii) shall not be junior, lower or subsequent to any
shares or class of stock of the Company.

Sectlon 2. Dividends and Distributious,

{a) In preference to the holders of shares of Common Stock and of any shares of
other capital stock of the Company other than Parity Stock and Senjor Stock, the holders of sharcs of Series
A Preferred Stock shall autornatically and immediatcly be entitled to receive, out of the assets of the
Cotnpany legally available therefor, cumulative cash dividends equal ta scventy {$70) dollars per share
annually, calculated at an annual rate of eight (8%) percent. Such dividends shall accrue and be payable in
immediately available funds in four (4) equal quarterly installments of seventeen and 5(/100 ($17.50}
dollars per share on the first (1*) Business Day of April, July, October and January in each year (each such
date being referred to herein as a “Quarterly Dividend Payment Date™) commencing on the first Quarterly
Dividend Paymenl Dale ocourting after the Issue Date; providged, however, that with respect to the first

C:AMy Documents\My Documents\Compass\Articles af A Imest #3 Cleert of Designation doc
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Quarterly Dividend Payment Date to cccur with respect to any shares of Series A Preferred Stock, the
holders of such shares of Seties A Prefarred Stack shall be entifled to receive the dividend payable upon
such shares on a per diem basis, oul of the assets of the Company legally available therefor, 2 cumulative
cash dividend in respect of each such share of Series A Preferrcd Stock,

()] If as of any Quarterly Dividend Payment Date there is g Dividend Arrearage (as
hercinafter defined), an additional dividend (the ** itinnal Dividend™} shall acerue on each share of the
Series A Preferred Stock for the period from such Quarterly Dividend Payment Datc through the earlier of
(i} the datc on which such Dividend Arrearage is paid in full and (H) the next succeeding Quarterly
Dividend Payment Date, in 2n amount equal to the praduct of (x) the Dividend Rate (caleulated for such
period in accordance with Scction 2¢a)) and (y) the ameunt of such Dividend Amrcarage as of such
Quarterly Dividend Payment Date, For purpases of this Section 2(b}, “Dividend Arrgarape” shall mean,
with respect to each share of Series A Preferred Stock, as of any Quarterly Dividend Payment Date, the
excess, il"any of (x) the sum of all dividends theretofore aoerucd on such share in accordance with Section
2(a} hereof (including those acerued as of and ineliling such Quarterly Dividend Payinent Date) phus all
Additional Dividends, if any, theretofore accrued on such shars in accordance with this Section 2(b)
(ihcluding those accrued as oF and including such Quarierly Dividend Payment Date), over {y) all dividends
actually paid with respect to such share on or before such Quarterly Dividend Payment Date (including
stock dividends paid pursuant to Scetion 2(c), valuing each share of Series A Preferred Stock paid as a
dividend on the Series A Preforred Stock as sct forth in 82(ch.

e} T The cumulative dividends payable pursuant to Sections 2(a) and (b} at
the option of the Company, may be paid, in whole or in part, by the isspance of additional shares of Sarjes
A Treferred Stock (the “Alternative Dividend Rate™} upon the same torms as cash dividends payzble
pursuant to Sections 2(a) and {b); provided that, such stock dividends shall (i} be payable at an annual rate
equal to scventeen 50/100 ($17.50) per share annually, calculated at an annual rate of eight (8%) poreent;
the applicable rate shall be calculated an the basis of a 360-day year consisting of twelve 30-day months,
and (ii) accrue and be payable by the immeddiate delivery at the address of such holder as shown in the
stock books of the Company uf (x) a certificate or certificates representing the shares of Series A Preferred
Stock to which such holder is entitled and (v} a cheek made payable to such holder for sn amount
corresponding to any fractional interest in a share of Series A Preferred Stock as provided in this Section
2(c); further provided, that if any Additicnal Dividends are to he paid by a stock dividend pursuant to this
Section 2{c), the amount of such Additional Dividends shall be equal to the product of (i) the Alternative
Dividend Rate (caloulated for such period in accordance with Section 2(a)) anl (ji) the amount of such
Dividend Arrearage as of such Quarterly Dividend Payment Date,

{©) i With respect to the first Quarterly T¥ividend Payment Date to ocour
with respect to amy shares of Series A Preferred Stock upon which a stock dividend shall be paid pursuant
to this Section 2(c), the holders of such shares of Serics A Preferred Stock shall be cutitled to receive as the
dividend payable upon such shares, out of the assets of the Company legally availablc therefor, a
cumulative stock dividend in accordance with this Section 2(c)I in respect of each such share of Series A
Preferred Stock equal 1o the number of shares as determined hy Section 2(c)l multiplicd by a fraction (not
to exceed one), the numerator of which is the number of days from (and including) the Issue Date with
respect to such shares to (but excluding) such Quarterly Dividend Paytnent Date, and the denominator of
which is nincty (90),

1G] The Company shall pay all documentary, stamp, transfer or other transactional
taxes attributable to the isswance or delivery of sharcs of Series A Preferred Stock pursuant to this Section
2. Al shares of Series A Preferred Stock issucd and delivered pursuant to this Section 2 will upon issuance
by the Company and delivery be duly authorized and issved and fully paid :nd non-assessable and pot
subject to any purchase option or right of first refusal or preemptive, subscription or similar rights,
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{e) Dividends payable pursuant to Sectiens 2(a), (b) and (c) above with respect to
any shares shall begin to actrue and be cumulative from the lssuc Date, and shall accrue on a daily basis, in
each casc whether or not deglared. If the Company makes a dividend payment on the shares of Scrigs A
Preferred Stock in an amaunt that is less than the tolal amount of accreed and payable dividends o such
shares at such time, then the dividends paid shall be allocated pro rata among all such shares of Series A
Preferred Stock at the time outstanding on & share-by-share basis,

(033 Accumulated but unpaid dividends for any past quarterly dividend periods may
be declared and paid at any time, without reference 1o any regular Quartetly Dividend Payment Date. The
Board of Directots tnay fix a record date for the determination of holders of shares of Series A Preferred
Stock entitled to receive payment of a dividend or disttibution declared thereon pursuant to this Section 2,

which record date shall be not taove than 20 days nor less than 5 days prior to the date fixed herein for the
payment thereof.

2 Mo interest, or sum of money in lieu of interest, shall be payablc in respect of
anty dividend payment or payments on the shareg of the Series A or Serics B Preferred Stock ot any other

preferred stock, unless the dividends due under the Scries A Treferred Stock have been paid and are
current,

Section 3. Vuoting Rights,

{a} In addition to any voting rights provided by law, each share ol Scries A
Preferred Stock shall be entitled to that number of votes as if such sharcs of Series A Preferred Stock had
teen converted into shares of Commen Stock on the appropriate record date.

(5] The shares of Senior Preferred Stock and the shares of Commeon Stock (and any
other shaves of capital stock of the Company at the time entitied therete) shall vote together as onc class on
all matters submitted to a vote of stockholders of the Company.

Section 4. Conversipi.

[ I ] Conversion Price. The conversion shall be $2.00 per Share of Common Stock (the
“Conversion Price™). FEach share of Preferred Stock shall be convertible at the option of the holder into
four hundred thirty-seven 50/100 (437.5) shares of fully paid and nonasscssable shares of the Commen
Stock of the Company, 3.001 par value (the "Common Stock™) at any time and from time-to-time, The
Conversion Price and number of shares of Common Stock issuable upon conversion of the Preferred Stock
will be subject to adjustment as st forth in more detail in Scetion 4 hereof.

{ II | Mandatory Conversion Provisions, Provided that the Company’s common stock is
listed for trading on the NASDAQ National or Small Cap Stock Market, the New York Stock Exchange, or
the American Stock Exchange {“Listed™} but it any event no earlier than May 31, 2001, the Company will
have the one-time option to convert all, or any pro rafe portion, of the Preferred Stock, together with any
acerued dividends paid and held in shares of Preferred Stock, into shares of the Company’s common stock
at the applicable Conversion Price provided that at such time the average bid price for the Company’s
commeon stock for any ninety (90) consceutive trading days equals or exceeds two times the then applicable
Conversion Price and fhe average weekly wrading volume over such 90 day period equals or exceeds
100,000 shares. In the event that the Company cxercises its conversion rights hersunder, the Company
covenants that, at the Company’s sole expense, it shall use its reasonable best efforis to: (i) register such
converted securities under the Securitics Act of 1933, (ii) register or qualify such converted securities
covered by such registration statement under the applicable securities or blue sky laws in such jurisdictions
within the United States as a majority of the holders of such shares of Series A Preferred Stock may
forreasonably request.
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[ I ] General Conversion Provizions. Shates of Series A Prefarred Stock may, at the
option of the holder thereof, be converted into shares of Commeon Stock, on the terms and conditions set
forth in this Section 4, at any time and from time 1o time.

Subject 1o the provisions for adjustment hereinafter set forth, each share of Series A
Preferred Stock shall be convertible in the manner hereinafter sct forth into one hundred seventy-five (175)
shares fully paid and nonussessable shares of Common Stock.

() Adjustments. The number of shares of Common Stock into which each share of
feries A Preferred Stock s convertible, and the number of votes to which the holder of a share of Series A

Prefermed Stock is entitled pursuant to Section 3, shall be subject to adjustment from time to time as
follows:

@ Dividends and Distributions. n case the Company shalt at any {ime or
from time to #me declate a dividend, or make a distribution, on the outstanding shares of
Commion Stock in shares of Commeon Stock or subdivide ot teclassify the ovtstanding shares of
Common Stock into a larger number of shares or combine or reclassify the outstunding shares of
Common Stock itto a smaller number of shares of Common Stock, then, and in each such case:

{A\) the number of shares of Common Stock into which each share of Series
A Preferred Stock is convertible sha!l be adjusted so that the holder of cach
share thereof shall be entilled to receive, upon the conversion thereof, the
number of shares of Common Stock which the holder of a share of Series A
Preferred Stock would have heen entitled to receive after the happening of any
of the events described sbove had such share been converted immediately prior
to the happening of such event or the record date therefor, whichever is earlier;

(B) the number of votes to which a holder of a share of Series A Preferred
Stock is cntitled pursuant to Section 3 shall be adjusted so that, afier the
happening of any of the events described above, such holder shall be entitled to
a number of votes equal o (I} the number of votes to which such holder was
entitled pursuant to Section 3 immediately prior to such happening multiplied
by (II) a fraction, the mumerator of which is the number of shares of Common
Stock into which one share of Series A Preferred Stock was convertible
immediately affer such happening and the denominator of which is the number
of shares of Common Stock into which one share of Series A Preferred Stock
was convertible immediately prior to such happening; and

(C) an adjustment made pursuant to thiz clavse (i) shall become effective
(1) in the case of any such dividend or distribution, (1) immediately after the
close of business on the record date for the determination of holders of shares of
Common Stock entitled to receive such dividend or distribution, for purpases of
subclause (A), and (2) immediately after the close of business on the date of
payment of such dividend or distribution, for purposes of subrclanse (B), or {IT)
in the case of any such subdivision, reclassification ot combination, at the close
of business on the day upon which such corporate action becomes effective, for
purposes of both subclause (A) and subclause (B).

{ii) Issuance Below Fair Vafue. During the twenty-four (24) month time
perind commencing on the date of filing this cerfificate with the Secretary of State of the state of
Florida, in case the Company shall issue shares of Common Stock {or rights, options or warrants
or other securitics convertible into or gxchangeable for shares of Common Stock) at 2 price per
ghare (or having an exercise or conversion price per share, together with any consideration paid to
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the Company to purchase such option, warrant or other convertible or exchangeable security) less
than the Fair Value as of the date of issuance of such shares (or of such rights, options, warrants or

other convertible securitics), then, and in each such case during such twenty-four (24) month
period:

{A) the number of shares of Common Stock into which each share of Serics
A Preferred Stock is convertible shall be adjusted so that the holder of each
share thereof shall be entitled to receive, upon the conversion thereof, the
number of shares of Commeon Stock determined by multiplying the number of
shares of Common Stock into which such shars was convertible on the day
immediately prior to such date of temance by a fraction, (I) the numerator of
which is the sum of {1} the number of shares of Commaon Stock cuistanding on a
fully diluteé basiy on such date and {2) the number of additional shares of
Common Stock issned (or into which the convertible securities may convert),
and (II) the denominator of which is the sum of {I) the number of shares of
Common Stock outstatiding on & fully dituted basis on such date and (2) the
number of shares of Common Stock which the aggregate consideration
receivable by the Company for the total number of shares of Common Stock so
issued (or into which the convertible securities may convert) would purchase at
the Fair Value of the Commeon Stock on such date. For purposes of this
subparagraph, the aggregate consideration receivable by the Company in
connection with the issuance of shares of Common Stock or of securities
cotrvertible into shares of Common Stock shall be deemed 1o be equal to the sum
of the gross offering price (which is the amount the which the purchascr pays for
such securitics) of all such sccurities plus the minimom aggregate amount, if

any, payable upon conversion of any such convertible securities into shares of
Common Stock;

(B) the number of votes w0 which a holder of a share of Serice A Preferred
Stock is entitled pursuant to Section 3 shall be adjusted so that, afier the
happening of any of the events described sbuve, such holder shall be entitled to
a number of votes equal to {1} the number of votes to which such holder was
cotitled purswant to Section 3 immediately prior to such happening moltiplied by
(IT) a fraction, the numerator of which is the number of shares of Common Stock
into which onc share of Series A Preferred Stock was convertible immediately
afler such happening and the denominator of which is the number of shares of
Common Stock imtc which one chare of Series A Preferred Stock was
convertihle immediately prior to such happening; and

© such adjustment shall become effective immediately after the date of
such issuance for putposes of subclauses (A) and (B).

Definition of Fair Value for Nonpublic Stack. For purposes hereof, “Fair Valug” of any capital
stock NOT publicly traded shall be the higher of (x) the price to be paid by the purchaser of such
cupital stock and () the lowest value in the range of values of the capital stock as determined by
the appraisal process, if any, described below. 1f a holder or holders of Series A Preferred Stock
asserting rights under Section 4(a)(ii} {the “Opposing Stockholders™}, on the one hand, and the
Company, on the other hand, cannot agree on the Fair Value of the Common Stock, the [ollowing,
appraizal process shall be used to determine the Fair Value, The Compuany and the Opposing
Stockholders shall attempt to agree on one investment banker and if an agreement is reached, the
determination shail be conducted by such banker. Tf the Opposing Stockholders, on the one hand,
and the Company, on the other hand, do niot so agree, the Opposing Stockholders, on the onie hand,
and the Company, on the other hand, shall each scleet one independent investment banker and the
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(ii} Promptly after such notification, such notifving holder of Series A
Preferred Stock shall surrender for purposes of conversion to the Company, at its principal office
or at such other office or agency maintained by the Company for that purpose, the certificate or
certificates representing all shares of Series A Freferred Stock held by such holder.

{iii) Such conversion shall be deemed to have bean made at the close of
business on the date of giving of such notice and of such swrender of the cettificate or corfificates
representing the shares of Series A Preferred Stock to be converted so that the rights of the holder
thereof as 10 the shares being converted shall cease, except for the right 1o receive shares of
Common Stock and sny Dividend Arrearage in accordance herewith, and the person entitled to
receive the shares of Common Stock shall be treated for all purposes as having become the record
holder of such shares of Commeon Stock at such fime.

{d} Issuance of Common Stock. Other than tuxes payable by the holder of any
Series A Preferred Stock in accordance with paragraph (b) of this Section 4, the Company will pay any and
all issuance, documentary or stamp taxes and other taxes {other than taxes based on income) that may be
payable in respect of any issuance or delivery of shares of Common Stock on conversion of Series A
Preferred Stock pursuanl hereto.  As prompity as practicable, and in any event within ten (10} Busincss
Days after the surrender of the certificate or certificates representing such shares of Series A Preferred
Stock being converted and, in the case of a conversion by the holder pursuant to parageaph (b), the reeeipt
by the Company of such notice relating theroto wnd, if applicable, payment of all ransfer taxes (or the
demonstration to the satisfaction of the Company that such taxes have been paid), the Company shall
deliver or cause to be delivered (i) certificates representing the number of validly issucd, fully paid and
nonassessable full shares of Common Stock to which the holder of shares of Series A Preferned Stock so
converted shall be entitled and (ii) in the ease of a conversion at the election of the holder of Series A
Preferred Stock, if less than the full number of shares of Seriea A Preferred Stock evidenced by the
surrendered cerlificats or certiicates are being converted, 2 new certificate or certificates, of like tenor, for
the number of shares of Series A Preferred Stock evidenced by such surrendered certificate or certificates
Tess the number of shares converted.

(e} Right to Dividends. Upon conversion of any shares of Series A Preferred Stock,
the holder thereof shall be immediately entitled to receive its Dividend Arrearage (if any) from (i) legally
available fonds in respect of the shares 5o converted to the date of conversion, or (1i) in additional shares of
Series A Preferred Stock in accordance with the provisions of Section 2.

[i3} Mo Fractional Shares. Tn comection with the conversion of any shiares of Series
A Preformed Stock, no fractions of shares of Common Stock shall be issued, but in licu thereof the

LCompany shall adjnst such fractional interest by rounding up to the oext whele share of Commeon Stock.

643 Reservation of Shares. The Cotnpany shall at all times roserve and keep
available out of its zuthorized and unissned Common Stock, solely for the purpose of effecting the
conversion of the Seriss A Preferred Stoek, snch number of shares of Common Stock as shall from time to
time be sufficient to effcct the conversion of all then outstanding shares of Series A Preferred Stock, The
Company shall immediately reserve one million three hundred thousand (1,300,000} shares of its Common
Stock to be available upon conversion of the Scries A Preferred Stock and paid-in kind dividends. The
Company shall from time to time, subject to and in aceordance with the Florida Business Corporation Act,
increase the authorized amount of Common Stock if at any time the number of avthorized shares of
Common Stock remaining unissued shall nol be sufficlent to permit the conversion at such time of all then
outstanding shares of Series A Preferred Stock. The Company shall at all times rescrve and keep available
out of its autherized and unissued Series A Preferred Stock, solcly for the purpose of payment of stock
dividends upon shares of Series A Preferrcd Stock pursuant to Section 2(c), such number of shates of
Serics A Preferred Stock az shall from time to time be sufficient to effect the payment of such stock
dividends upon all then outstanding shitheares of Series A Preferred Stock.
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(h} Waiver of Adjusiment. Notwithstanding anything to the contrary set forth
berein, the operation of, and any adjustment in (he number of shares of Common Stock Izsuable vpon
conversion of the Scrics A Preferred Stock pursuant to, this Section 4, may be waived with respect to any
specific share or shares of Series A Preferred Stock, either prospectively or rettoactively and either
generally ot in a particolar instance, by a writing executed by the registered hiolder of such share or shares
of Series A Preferred Stock. Amy sueh waiver shall bind all fature holders of such share or shares of Serics
A Preferred Stock for which such rights have been waived,

Secéion 5. Reports ag to Adjustmenis.

Whenever the tumber of shares of Common Stock nto which each share of Series A
Preferred Stock is convertible (or the number of votes to which each share of Series A Preferred Stock is
entitied) is adjusted as provided in Section 4, the Company shall promptly mail by either first clase mail (or
bulk mail if the number of holders exceeds S00) to the holders of record of the outstanding shares of Series
A Preferred Stock at their respestive addresses as the same shall appear in the Company’s stock records a
notice stating that the number of shares of Common Stock into which the shares of Scries A Preferred
Stack are convertible has been adjusted and setting forth the new number of shares of Common Stock (er
describing the new stock, secutities, cash or other property) into which cach share of Series A Preferred
Stock s convertible {and the new number of votes to which each share of Series A Preferred Siock is
enititled), as a result of such adjustment, a bricf staternent of the facts requiring such adjustment and the
computatlon thereof, and when such adjustment became effective.

Section 6. Redemption.

(&) The Company shall have the right to compe} each holder of the Series A
Preferred Stock to redeem any or all of the shares of Series A Preferred Stock held by such holder on any
Quarterly Dividend Payment Date (for purposes of this §6 such date shall be the “Redemption Date™),
provided written demand as sct forth below is given. The redemption price for each share to be redesed
shall be paid by the Company in cash in a2n amount equal to (i) the price in the first (1*') year lollowing the
date of this Agreement to be the higher of the closing market price of the Common Stock on the Date of
Redemption or §3 per share of Common Btock, on a post-conversion basis; (if) the price in the second (2°%)
year following the date of this Agreement to be the higher of the closing market price of the Common
Stock on the Date of Redemption or $4 per share of Common Stock, on a post-conversion basis; (iii} the
price in the third (3% year following the date of this Agreement to be the higher of the closing market price
of the Common Stock on the Date of Redemption or $6 per share of Commen Sinck, on a post-conversion
basis; (iv} the price in the fourth (4") year following the date of this Apreement to be the higher of the
closing market price of the Common Stock on the Date of Redemption or $10per share of Comumon Stoek,
on a post-vonversion basis; and {v) the price m the fifth {5™) year following the date of this Agreement to
be the higher of the closing murket price of the Common Stock an the Date of Redervption or $12 per share
of Common Stock, on a pust-conversion basis; {all subject to appropriste adjusiment in the event of any
stock dividend, stock split, combination or other similar vecapitalization affecting such sharcs) (the
“Redemption Price™).

Thirty (30) days prior to the Redemption Date, the Company shall provido cach
holder of Series A Proferred Stock whose stock is being redeemed with 2 written demand (*Redermtion
Notice™) (addressed to the holder at its address as it appears on the stoek transfer books of the Company) to
redeem shares of Series A Preferred Stock as provided above, which notice shall specify the Redemption
Price and the number of shares to be redeemed, Al Redemption Notices hereunder shall be sent by
certified mail, returned receipt requested, and shall be deemed to have been provided when received.

On or priot to the Redemption Date, sach holder of Serics A Preferred Stock
shall surrender his or its certificate or certificates representing the shares to be redeemed, in the manner and
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be made so that each holder of shares of Series A Preferred Stock shall be entitled, upen
conversion, fo an amount per share equal to (A) the agprepare amount of stock, securities, cash
and/or any other property (payable in kind}, as the case may be, into which or for which each share
of Common Stock is changed or exchanged times (B) the number of shares of Common Stock mto
which a share of Series A Preferred Stock is convertible immediately prior to the consummation of
such iransaction.

() Anti-Dilution Rights, In order to allow the holders of the Series A Preferred Stock to
muintain their pro rata share of the Company's capital stock on a fully diluted basis, excopt as set forih in
the next sentenice of this §4(b) and solely with respect to this §4(h), the holders of the Series A Preferred
Stock shall be entitled, as of right, to purchase or subsctibe for pro rofe any stock of the Company to be
issued by reason of an increase of the issued stock of the Company or the creation a new class of securitics,
and the issuance of such gecurities (collectively referred to as "Mew Seewrities™). The anti-dilution rights
set forth hereinabove shall not be applicable 10 and the definition of “New Securities™ shall not include the
following securities (the “Excmpt Securities™): (i) securities issued to employees, consultants or directors
of the Company pursuant to any stock option plan or stock purchase or stock bonus arrangement approved
by the Board of Directors, up to u maximun amount of two million five hundred thousand (2,500,000)
ghares of the outstanding Common Stock on a fully diluted basis, (if) sceuritics offered to the public
pursuant to a registration statement filed pursuant to the Sceurities Act, and (iii) securities issued pursuant
to an acquisition of another corporation, partnership or other entity by the Company by merger, purchase of
ail or substantially all of the assets or other reorganization wherchy the Company awns not less than fifty-
one (51%) percent of the voting stock of such corporation.

() Notice and Exercise of Anti-Dilution Rights, Tn the svent the Company proposes
10 issue New Scourities, it shall give the holders of the Scrice A Preferred Stock wrinten notice of
jts intention, describing the type of New Sccurities, the price and general terms upon which the
Company proposes fo issue the same, In exercising such anti-dilutive rights, the holders of the
Series A Preferred Stock shall be given fifteen (15) days from: the receipt of such notice to agree to
purchase or subscribe for such New Sccurilics, at the same price and on the same terms for the
entire amount of the New Securitics.

(ii) Over-Allotment. "The holders of the Series A Preferrod Stock shall have the right
of over-allotment such that, in the event other holders having anti-dilutive rights fail to exercise
such right to puechase all of the New Securitics, the remaining holders of the Series A Preferred
Stock may purchase the non-purchasing holders' New Secyritics not so purchased, on a pro rata
basis, based upon the respective fully diluted Common Stock ownership in the Company of each
guch remaining holder of Series A DPreferred Stock, within five (5) days from the date the non-
purchasing holders fzil to exercisc their rights hereunder. The holders of the Series A Preferred
Stock shall be required to comtmit in writing, at the time they exereise their anti-dilution rights, the
maximum amournt of over-allotment shares they agree to purchage, if any become available,

(c) Method of Conversion, (i) The holder of any shares of Series A Preferred Stock
may exercisc its right to convert such shares into shares of Common Stock by surrendering for such
purpuse to the Company, at its principal officc or at the principal office of the transfer agent or at such
other office or agency maintained by the Company for that purposc, a certificate or certificates representing
the shares of Serics A Preferred Stock te be converted accompanied by a written notice stating that such
holder elects to convert all or a specified whole number of such shares in accordance with the provisions of
this Section 4 and speeifying the name or names in which such holder wishes the certificate or certificates
for shares of Commeon Stock to be issued. In case such notice shall specify a name or names other than that
of such holder, such notice shall be accompanied by payment of all transfor taxes payable vpon the
issuance of shares of Common Stock in such name or fiames.,
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two investment bankers so selected shall select a third investment banker. The investment banker
or bankers making the detetmination shall determine a ranpe ol values for such capital stock,
basing their majority determination on what they believe a willing purchaser would pay for such
capital stock in & transaction negotiated on commerciat terms st amms’-length. Any datermination
of such a range of values agreed to by the investment banker (in the case of only one such bunker)
or two of the three investment bankers (in the case of three such bankers) shall be binding on the
Opposing Stockholders and the Company. If two of the three investment bankers are unable to
agree on a range of values for such capltat stock as provided above, the range of valucs shall be
the middle of the three ranges. Tf the price to be paid by the purchaser of such stock is within or
excesds the range of values of the capital stock as determined by the appraisal process, the fees
and expenses of the investment bankers shall be peid fifty (50%) percent by the QOppesing
Stockholders and fifty (50%) percent by the Company. Tf the Jowest value in the range of values
of the capital stock as determined by the appraisal process constitutes the Fair Value, the fees 2nd
expenses of the investment bankers shall be paid by the Company. This Section 4(a)(if} shall not
apply to (1) the issuzance of shares of Common Stock upon the conversion of any Parity Stock, (2)
the issuance of shares of Common Stock to officers, direciors, cmployees or other agents of the
Company of shares of Comimion Stock (or options, wamrants or other rights to acquire any shares of
Comman Stock) pursuant to the torms of any warrant, stock option, stock purchase or similar plan
or atrangement, (3) the issuance of Series A Preferred Stock asx a stock dividend pursuant to
SBection 2 hereof, or (4) issuances of Common Stock (or options, warrants or other rights to
acguire shares of Commen Stock) pursuant to a stock purchase, asset purchase, stock exchange,
merger or similar agreement,

Definition of Fair Value for Publicly Traded Stock. For purposes hercof, “Fair Value” of any
capital stock which is publicly traded shall equal the current market price per share as computed
herein. The current market price per share at any date shall be deemed to be the average of the
daily closing prices for the twenty (20) consceutive trading days commencing twenty-five (25)
trading days before the day in question. ‘The closing price for each day shall be (i} the lagt sale
price of the Common Stock on the National Associution of Securitics Dealers, Inc., Automated
Quotation System or any other automated quotation system or, if no sale ocourred on such date,
clozing bid price of the Common Stock on such gquotation svstemn on such date, or (3} if the
Commen Stock shall be listcd or admitted for trading on the New York or Ametican Stock
Fxchange or any successor exchange, the last sale price, or if no ssle occurred on such date, the
closing bid price of the Common Stwock on such exchange, or (iii} if the Commuon Stock shall not
be included in any awtomated quotation system or Hsted on any such exchange, the closing bid
quotation for Commen Stock as reporied by the National Quotation Burean Incorporated if at least
two securities dealers have inscried both bid and asked quotations for Common Stwek on at Jeast
five of the ten preceding days. if none of the condifions set forth above is met, the closing price of
Common Stock on any dey or the average of such closing prices for any period shall be the fair
wmarket value of Common Stock as determined by a member firm of either the New York Stock
Exchange, Ine. or the Amearican Stock Bxchangs, Inc., and such member firm shall he sclccted by
the board of ditectors of the Company, and such member firm shall be reasonably acceptable to
the Pioneer Partmership.

(i) Merger: Consolidation. In case at any time the Company shall be a
party to any transaction {inclnding, without limitation, a merger, consalidation, sale of all or
substantially all of the Company’s assets, lignidation or recapitalization of the Cammot Stock and
cxeluding any transaction to which clause (i) ov (it) of this paragraph (a) applies) in which the
previously outstanding Common Stock shall be changed into or, pursuant to the operation of law
or the terms of the tansaction to which the Company is & party, exchanged for different securities
of the Company or common stock or other sccuritivs of another corporation or interests in a8
noncorpotate entity or other property (including cash) or any combihation of any of the forcgoing,
then, as 2 condition of the consemmation of such transaction, lawful snd adequate provision shall
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at the place designated in the Redemption Notice. If'less than ail shares represented by such certificate or
certiticates are redeemed, the Company shall issue 8 new certificate for the unredeemed shares. From and
after the Redemption Date, unless there shall be a default in payment of the Redemption Price, all rights of
cach holder with respect to sharcs of Series A Preferred Stock redeemed on the Redemption Date shall
cease (cxcept the right to receive the Redernption Price and interest at the rate of 10% in the event payment
is not made within 20 days after the Redemption Date), and such shares shall not be deemed 1o be
oulslanding for any purpose whatsoever. Such shares of Series A Preforred Stock shall not be refssued,

Section 7. Restrictive Covenants. _ . -

Unless approved in writing by a majority-in-interest of (he holders of the Series A
Preferred Stoack, the Compeany shall not;

{a) (iy Authorize, adopt or approve an amendment to the Articles of Incorporation
that would increasc or decrease the par value of the shares of Series A Proferred Stock, ot alter or change
the powers, preferences or special rights of the shares of Series A Preferred Stock, or alter or change the
powers, preferences or special rights of the shares of Series A Preferred Stock, (ii) amend, alter or repeal
the Articles of Incorporation 3o as to adversely affect the shares of Series A Preferred Stock including,
without limitation, by granting any voting right to any holder of notes, bonds, debentures or other debt
obligations of the Company, (iii) reclassify any shares of the Company’s capital stock into Senior Stock or
Parity Stock, (iv) issue any Senior Stock or Parity Stock, or {v) agree to take any of the lorczoing actions;
provided, however, that nothing set forth in this clause 7(a) shall prohibit the Company from repurchasing
shares of Common 5tock held by an emplayee of the Company upon the termination of the Compauy’s
employment of such employee pursuant to an agreement providing the terms of such repurchasc that has
been approved by Company's Board of Directors (un “Approved Repurchase®); and

Upon the ocourrence, and during the continuation, of & Noncompliance Event
{as defined below), (i} declare or pay dividends, or make any other distributions, on any shares of Common
Stack or other Junior Stock; or (ii) declarc or pay dividends, or make any other distributions, on any sharcs
of Parity Stock, except, with respect to clause (i} of this subparagraph (b}, dividends or distributions paid
tatably on the Series A Preferred Stock and all Parity Stock on which dividends are paysble or in arrears, in
proportion to the total amounts to which the holders of all shares of the Series A Preferred Stock and such
Parity Stock are then entitied. A “Noncompliance Event” shall be decmed to have occurred and be
continuing whenever guarterly dividends payable on shares of Series A Preforred Stock as provided in
Section 2 are not paid in full (whether such failuce is a result of the Company not having sufficient legally
available funds or for any other reason) at such time and thereafter until afl unpaid dividends payable,
whether or not deelared, on the outstanding shares of Series A Preferred Siock shall have been paid in full.

Section 8. Liqujdation, Dissolotion or Winding Up.

(2) If the Company shall commence a voluntary case under the United States
Bankruptey Code or any applicable bankrupicy, insolvency or similar law of any othar country, or consent
to the entry of an order for relief in am Mmvoluntary case under any such law or 1o the appointment of a
recaiver, liquidator, assignee, custodian, trustee, sequestrator (or other similar official) of the Company or
of any substantial part of its property, or make an assignment for the benefit of ity ereditors, or admit in
writing its inability to pay its debts generally as they become due, or if o decree or order for relief in respect
of the Company shall be entered by a court having jurisdiction in an involuntary case under the United
States Bankruptey Code or any applicable bankruptey, insolvency or similar law of any other coutitry, or
appointing a receiver, liquidator, assignes, custodian, trustec, sequestrator {or cther similar official} of the
Company or of any substantial part of its property, or ordering the winding up or liquidation of its affairs,
and on account of any such event the Company shall liquidate, dissolve or wind up, or if the Company shall
otherwise liquidate, dissolve or wind up, mo distribution shall be made to (i) the bholders of shares of Junjor
Stock unless, prior thereto, the holders of shares of Series A Preferred Stock shall have received the
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Liquidation Preference, plus all acerued mnd unpaid dividends, whether or not declared or curently
payable, to the date of distribution, with respect 1o each share, or (ii} the holders of shares of Parnity Stack,
exccpt distributions ntade ratably on the Series A Preforred Stock and all other Parity Stock in proportion 1o
the total amounts to which the holders of all shares of Serieg A Prefamed Stock and other Patity Stock are
entitled upon such liguidation, dissolution or winding up.

[(»)] Neither the consolidation or merger of the Company with or into any other
Person nor the sale or other distribution to another Person of all or substantially all the assets, property or
business of the Company shall be deemed to be a liquidation, dissolution or winding up of the Company for
purposes of this Section 8.

Scetion 9. Certaig Remedies,

To the extent permitted by applicable law, the holders of twenty (20%) poreent or mote
of the outstanding sharcs of Series A Preferred Stock shall be entitled to an injunction or injunctions to
prevent breaches of the provisions of this Certificate of Designation and to enforce specifically the terms
and provisions of this Certificate of Designation in the United States District Court for either the District of
Connecticut or the District of Florida or any court within the States of Connecticut or Florida, this being in
addition to any other remedy to which such holder may be entitled at Jaw or equity.

Section 10, Reacguired Shayes.

Any shares of Series A Preferred Stock exchanged, redeemed, purchased or otherwise
acquired by the Company or any of its Subsidiaries in any manner whatsoever shull be retired and canceled
promptly after the acquisition thercofl Al such shares of Serics A Preferred Stock shall upon their
cancellation become anthorized but unissued sharcs of preferred swock, $.001 par value, of the Company
and, upon the filing of an appropriate certificate with the Secretary of State of the State of Delaware, may
be reissued ag part of another serics of preferred stock, par value $.001 per share, of the Company subject
to the conditions or restrictions on isswance set forth herein, but in any event may not be reissued as shares
of Series A Treferrcd Stock unless all of the shares of Series A Preferred Stock shall have already hecn
redeemed.

Section 11, No Short Sales of M.

No holder of any shares of Series A Preforred Stock shall directly engage in short-selling
efforts in the Company’s Common Stock for so long as it holds Preferred Stock,

Section 12, Deflinitions, .
For the putpoges of this Certificate of Designation of Series A Preferred Stock, the
following terms shall have the meanings indicated:

*  “Additional Dividends” shall have the meaning assigned to such term in Section 2(b).

=  “Affiliate” shall have the meaning assigned to such term in the Securities Exchange Act of
1934, as amended,

*  “Altemative Dividend” shall have the meaning of =z dividend payment made by the issuance
of additional shares of Serics A Preferred Stock has set forth in §2(g)1,

* ‘“‘Approved Repurchase” shall have the meaning assigned to such term in Section 7.
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= “Business Day™ shall mean any day other than a Saturday, Sunday or other day on which
commercial barks in New York City are authorized or required by law or exscutive order to
close.

e “Certificute of Incorporation™ or “Articles of Incorporation” shall mean the Articles of
Incorporation of the Company, as amended from time to time.

«  “Common Stock™ shall mean the Commen Stock, par value $.001 per share, of the Company.l
* “Company" shall have the meaning ascribed to such term in the Preambie,

* “Current Murket Price” per share shall mean, on any date specified herein for the
defermmation thereof, (a) if the Common Stock is then listed on a natipmal sccuritics
exchange, designated for quotation on the National Market System or the Small Cap Market
of the Nasdaq Stock Market, quoted in the over-the-counter-market by = member firm of the
NYSE, or the NASD OTC Bulletin Board, the average daily Market Price of the Common
Stock for those days during the periad of fiftesn (15} days, ending on such date, on which the
nationa) securitios exchanges were open for trading, and (b) if the Common Stock js not then
so listed, desigmated or quoted, the Market Price on such date,

«  “Dividend Rate” shall mean a rate of interest equal to 8% per annum,
+ “Dividend Arrearage” shall have the meaning assigned to such term in Section 2(b).
»  “Fair Value” shall have the meaning assigned to such term in Seciion 4,

»  “Investor” shall mean Pioneer Ventures Associates Limited Parinership, a Connecticut limited
parinership and any one or more parallel limited partnerships which have been or shali be
organized by Ventures Managemenl Partners LLC as the general partmer to invest in paratlel
with Pioneer Ventures Associates Limited Parinership on the same economic terms and pro
rara based upon their aggregate subscriptions.

s ‘“Investment Agrecment” shall mean the Tmvestment Agreement, dated as of a date in
Navember, 1999, by and between the Company and the Investor.

Ll

&  “Isgue Dale", with respect to any shares of Series A Preferred Stock shall mean the first date
on which such shares of Series A Preferred Stock arc deemed to have been issued or were
actually issued, whichever is earlier,

» “Junior Preferred Stock™ shall mean any series of preferred stock of the Company issued
subsequent and in conformily with the filing of this Certificate of Designation,

+ “Junior Stock™ shall mean any capital stock of the Company ranking junior (cither as w
dividends or upon liquidation, dissclution or winding up) to the Seriex A Preferred Stock,
ncluding, without Timilation, the Commen Stock, the Series A Preferred Stock.

» ‘“Liquidation Preference™ with respect to each share of Series A Preferred Stock shall mean
US $70 per share plus interest thereon from the Issue Date until redemption or conversion at
the compounded rate of 18% per annum, but i ho event more than an aggrepate of $173.00
per share.

+ “Neoncompliance Event” shall have the meaning assigned to such term in Section 7(b).
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®  “Parity Stock” shall mean any capital stock of the Company ranking on a parity (either as to
dividends or upon liquidation, dissofution or winding wp) with the Series A Preferred Stock.

» “Person™ means an individual, 2 limited Hability company, 2 limited liahility partnership, =
corporation, a parinetship, an association, a jeint stock company, a trusl, joint ventare, an
unincorporated organization or any other eatity or organization, domestic or foreign.,

* “"Quarterly Dividend Payment Date™ shall have the meaning assigned to such term in
Section 2(a).

s “Senior Preferred Stack™ shall mean all shares of Series A Preferred Stock.

» “Senior Stock™ shall mean any capital stock of the Company ranking scnjor {cither as fo
dividends or upon liquidation, dissolution or winding up) to the Seties A Preferred Stock.
There shall be no stock senior to the Series A Preferred Stock, unless otherwise agreed to by 2
majority vote of the Scries A Preferred Stock.

» “Series A Preferred Stock™ shall mesn the Serdes A Convertible Preferred Stock, $0.001 par
value per share, of the Company, as defined in Section 1(a).

*  “Subsidiary” of any Person shall mean with respeet to any Person, a corporation or other
entity of which fifty (50%) percent or more of the voting power of the voting equity sccurities
o equity interest, i3 owned, directly or indirectiy, by such Person. Unless otherwise qualified,
all references to a “Subsidiary™ or to “Subsidiaries™ herein ghall refer to a Subsidiary or
Subsidiaries of the Company.

Section 12, Section Referenceg.

All references hercin 1o scetions or subsections shall be to scetions or subsections of this
Certificate of Designation unless otherwisc expressly provided.

The furegping was authorized by the entire Board of Directors by writicn consent
effective November 5, 1993 and the number of votes cast by the Directors was sufficient for approval.
Shareholder approval is not required for this action.

TN WITNESS WHEREQF, Compass Knowledge Group, Inc. through its designated
officer has coused this Certificate to be duly executed in its corporate name as of November 5, 1999,
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STATEOF FLORIDA )
COUNTY OF ORANGE )

O this 5th day of November, 1999, hefore me, a Notary Public in and for the Sate and County aforesaid,
personally appeared Daniel Devine, who either iz known to me personally or who supplied
_ as identification, acknowledged to the fact that he is the CEQ of COMPASS
KNOWLEDGE GROQUP, INC. and that he executed a5 said officer and director the foragoing Articles of
Amendment of said Corporation as his act and deed and as the act and deed ol said corporation.

WITNESS my hand and seat of office on the date and year first aforesaid.

o

NOFARY pUBLIC

Notary Public Commission expires:
[notarial seal]

,aﬂ'xcrydalsmmnm

% 4 My Commisaion CC7 28885
Fpin Explres Apri 28, 2002
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