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ARTIGLES OF AMENDMENT T =
TO THE ARTICLES OF INCORPORATION 'g‘%
OF (22005
MERGHANTONLINE.COM, iNG. s
=4
. -3
=
MerchantOnline.com, Inc., a corporation organized and existing under the Florida Busingss,
Corporation Act (the "Corporation”), Pl
=ARh
DOES HEREBY CERTIFY:
FIRST: That, by virtue of the authority contained in its Articles of Incorparation, the

Corporation has authority fo issue Twenty-five Million {(25,000,000) shares of $.01 par value per
share preferred stock, the designation and amount thereof and series, together with the powers,
preferences, rights, qualifications, limitations or restrictions thereof, to be determined by the Board
of Directors pursuant to the applicable laws of the State of Florida (the "Preferred Steck™).

SECOND: The Board of Directors has authorized the issuance of up to Two Million One
Hundred Thousand (2,100,000) shares of Series A Convertible Preferred Stock as described
herainafter pursuant to an offering of Units of its securities which requires that a minimum of Five
Hundred Thousand (500,000) shares of Series A Convertible Preferred Stock are required fo be
sold (the "Minimum Offering") on a "best efforts, all or nohe® basis. The Corparation has the right
to determine the number of shares of Series A Convertible Preferred Stock to be sold as partof the
Minimum Offering, which may include more than Five Hundred Thousand (500,000} shares of
Series A Convertible Preferred Stock. Once the Minimum Offering is completed, the Corporation
ray sell additional shares of Series A Convertible Preferred Shares up to a total of Two Million
(2,000,000) Series A Convertible Preferred Stock (the *Additional Preferred Shares”).

THIRD: The Board of Directors has hereby established a series of Preferred Stack
authorized to be issued by the Corporation as above stated, with the designations and amounts
thereef, together with the voting powers, preferences and relative, participating, optional and other
special rights of the shares of each such series, and the quaiifications, limitations or restrictions
theraof, to be as follows:

Series A Convertible Preferrad Stock

1. Designation and Amounts. The designation of this series, which consists of Two
Million Six Hundred Thousand (2,600,000) shares of Preferred Stock, is the Series A Convertible
Preferred Stock (the "Series A Preferred Stock™) and the stated value shall be %$1.00 per share (the
"Stated Valua").

2. Dividends. The shares of Preferred Stock shali not pay any dividends.

3. Liguidation Rights. In the event of any liquidation, dissolution or winding up of the
Corporation, whether voluntary orinvoluniary, before any distribution may be made with respect fo
the Cormmon Stock or halders of any other series of Preferred Stock subsequently designated,
holders of each share of Series A Preferred Stock shall be entitled to be paid out of the assets of
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the Corporation available for distribution to holders of the Corporation's capital stock of all classes,
whether such asseis are capital, surplus, or capital eamings, an amount egual fo $1.00 per share
(the "Liquidation Amount™).

if the assets of the Corporation available for distribution to its stockholders shall be
insufficient to pay the holders of Saries A Preferred Stock the full amount of the
Liguidation Amount to which they shall be entifiled, such Serigs A Preferred
Stockholders shall be entitled to receive such pro-rata share of the assets available
for distribution based upon the number of shares of Series A Preferred Stock owned
by such stockholder as seme bears fo the total number of shares of Series A
Preferred Stock issued and oulstanding at the date of distributicn.

After the payment of the Liquidation Amount shall have been made in full to the
holders of Series A Preferred Stock or funds necessary for such payment shall have
been set aside by the Corporation in trust for the account of holders of Series A
Preferred Stack so as 1o be available for such payments, the holders of the Series
A Preferred Stock shall be entitled to no further participation in the distribution of the
assets of the Corporation, and the remaining assets of the Corporation legaily
available for distribution 1o its stockholders shali be distributed among the hoiders
of other classes of securities of the Carporation in accordance with their respective
terms.

The Liguidation Amount shall in all events be paid in cash.

4. Voting Rights. In addition to any voting rights provided under the laws of the State
of Florida, the Series A Preferred Stock shall vote together with the Commen Stock on all actions
to be voted on by the stockholders of the Corporation. Each share of Series A Preferred Stack shall
entitle the recard holder thereof to such number of votes per share on each such action as shall
equal the number of shares of Common Stock {rounded up to the nearest whole share of Common
Stock) into which each share of Series A Preferred Stock is then convertible. The affirmative votes
of the holders of a majority of the issued and outstanding shares of Series A Preferred Stock vofing
as a series shall be required if at any time prior to August 1, 2002 the corporation shall desire (¢
effect a recapitalization or reclassification of such character that its Common Shares shall be
changed into or become exchangeable for a larger or smaller number of shares, whether or not
such action would require stockholder consent. The record holders of Series A Preferred Stock shall
he entitled to notice of any stockholders' meeting in accordance with the By-laws of the Corporation
and applicable law.

5. Conversion Rjghts. The holders of the Series A Preferred Stock shalt have the
following rights with respect to the conversion of the Series A Preferred Stock into shares of
Commeon Sfock:

A, General. Comrmencing on the date on which the Corporation files Articles
of Amendment increasing the number of shares of its authorized Common Stock
from 100,000,000 shares to 250,000,000 shares, each share of Series A Preferred
Stock issued as part of the Minimum Oiffering is convertible into 40 shares of
Common Stock or at a conversion rate of $0.025 per share (the "Minimum Offering
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Conversion Ratio™), subject to adjustment as provided hereinafter. The Additional
Preferred Shares are canvertible into shares of Commeon Stock at a conversion rate
equal fo the lower of $0.05 per share or 50% of the average of the closing bid prices
of the Commeon Stock for the five (5) trading days immediately preceding the closing
of the Minimum Cffering {the "Additional Preferred Shares Canversion Ratio"),
subject to adjustment as provided hereafter. The Minimum Offering Conversion

. Ratio and the Additional Preferred Shares Conversion Ratio are collectively referred
to as the "Conversion Ratie,” The appropriate Conversian Ratio shall be placed on
the face of the certificate representing the shares of Series A Preferred Stock.

B. Adiustments to Applicable Conversion Ratio, In the event the Corporation
shall (i) make or issue a dividend or other distribution payable in Common Stock; (if)

subdivide cutstanding shares of Common Stock into a larger number of shares; or
(iii) combine outstanding shares of Common Stock into a smaller number of shares,
the Conversion Ratio shall be adjusted by multiplying the existing Conversion Ratio
by a fraction; -

(x) the numeratar of which shall be the number of shares of Common
Stock outstanding immediately after the issuance of such addifional shares
of Common Stock; and

¥} the denominator of which shall be the number of shares of Common
Stock outstanding immediately prior to the issuance of such additional
shares of Common Stock,

C. ital Reorganization or Reclassification. If the Common Stock issuable
upon the conversion of the Series A Preferred Stock shall be changed info the same
or different number of shares of any class or classes of stock, whether by capital
reorganization, reclassification or otherwise (other than a subdivision or combination
of shares or stock dividend provided for elsewhere in this Section 5), then in each
such event, the holder of each share of Series A Preferred Stock shall have the right
thereafter to convert such share into the kind and amount of shares of stock and
other securities and property receivable upon such capital reorganization,
reclassification or other change by holders of the number of shares of Common
Stock into which such shares of Series A Preferred Stock might have been
converted immediately prior to such capital recrganization, reclassification or other
change.

D. Cerlificate as to Adjustments: Notice by Corporstien. In each case of an
adjustment or readjustment of the applicable Conversion Ratio, the Corporation at
its expense will furnish each holder of Series A Preferred Stock with a certificate,
executed by the president and chief financial officer (or in the absence of a person
designated as the chief financial officer, by the treasurer) showing such adjustrment
or readjustment, and stating in detail the facts upon which such adjustment or
readjustment is based.
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E. Exercise of Conversion Privilege. To exercise its conversion privilege, a
holder of Series A Freferred Stock shall surrender the ceriificate or certificates
representing the shares being converted to the Corporation atits principal office, and
shall give written notice to the Corporation at that office that such helder elects to
convert such shares. Such notice shall also state the name or names {with address
or addresses) in which the certificate or certificates for shares of Comman Stock
issuable upon such conversion shall be issued. The ceriificate or ceriificates for
shares of Serfes A Preferred Stock surrendered conversion shall be accompanied
by proper assignment thereof 1o the Corporation or in blank. The date when such
written notice is received by the Corporation, together with the certificate or
certificates representing the shares of Series A Praferred Stock being converted,
shall be the "Conversion Date.” As promptly as practicable after the Conversion
Date, the Corporation shall issue and shall deliver to the holder of the shares of
Series A Preferred Stock being converted or on its writtén erder, such certificate or
certificates as it may request for the number of whole shares of Common Stock
issuable upon the conversion of such shares of Series A Preferred Stock in
accordance with the provision of this Section 5, and cash, as provided in Section
5(3), in respect of any fraction of @ share of Common Stock issuable upon such
conversion. Such conversion shall be deemed fo have been effected immediately
prior ta the close of business on the Conversion Date, and at such time the rights of
the holder as holder of the converted shares of Series A Preferred Stock shall cease
and the person or persons in whose name or names any certificate or certificates for
shares of Common Stock shall be issuable upon such conversion shall be deemed
to have become the holder or holders of record of the shares of Common Stock
represented thereby. The Corporation shall pay any taxes payable with respect to
the issuance of Common Stock upon conversion of the Series A Preferred Stock,
other than any taxes payable with respect to income by the holders thereof.

F. Cash in Lieu of Fractional Shares. The Corporation may, ifitso alects, issue
fractional shares of Common Stock or scrip representing fractional shares upon the
conversion of shares of Series A Preferred Stock. If the Corporation does not elect
to issue fractional shares, the Corporation shall pay to the holder of the shares of
Series A Preferred Stock which were converted a cash adjustmentin respectof such
fractional shares in an amount equal to the same fraction of the market price per
share of the Comman Stock {as determined in a reasonable manner prescribed by
the Board of Directors) at the close of business on the Conversion Date. The
determination as to whether or not any fractional shares are issuable shall be based
upon the total number of shares of Series A Preferred Stock being converted at any
one fime by any holder thereof, not upon each share of Series A Preferred Stock
being converted.

G. Partial Conversion. In the event some but not a2ll of the shares of Series A
Preferred Stock represented by a cerificate or certificates surrendered by a holder
are converied, the Corporation shall execute and deliver to or on the order of the
holder, at the expense of the Corporation, a new certificate representing the number
of shares of Serles A Preferred Stock which were not converted.

HO1000066338 7
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H. Reservation of Common Stock. The Corporation shall at all imes use its
best efforfs and reserve and keep available out of its authorized but unissued shares
of Common Stock, solely for the purpose of effecting the conversion of the shares
of the Series A Preferred Stock, such number of its shares of Comrmen Stock as
shall from time to {ime be sufficient to effect the conversion of all outstanding shares
of the Series A Preferred Stock, and if at any time the number of authorized but
unissued shares of Cammon Stock shall not be sufficient to effect the conversion of
all then cutstanding shares of the Series A Preferred Stock, the Corporation shall
take such corporate action as may be necessary to increase its authorized but
unissued shares of Common Stack to such number of shares as shall be sufficient
for such purpose.

8. Consolidation, Merger, Exchange, efc. In case the Corporation shall enter into any
consolidation, merger, combination, statutory share exchange or other transaction in which the

Common Shares are exchanged for or changed into other stock or securities, money and/or any
other property, then in any such case the Series A Preferred Stock shall at the same time be
similarly exchanged or changed into preferred shares of the surviving entity providing the holders
of such preferred shares with the same relative rights and preferences as the Series A Preferred
Siock.

7. Re-issuance of Cerlificates. No share or shares of Serles A Preferred Stock
acquired by the Corporation by reason of redemption, purchase, conversion or otherwise shall be
relssued, and all such shares shall be cancelled, retired anhd eliminafed from the shares of Series
A Preferred Stock, which the Corporation shall be authorized fo issue. The Corporation may from
time to time take such appropriate corporate action as may be necessary to reduce the authorized
number of shares of the Series A Preferred Stack accordingly.

B. Notices of Record Date. In the event of:

Al any taking by the Corporation of a record of the halders of any class of
securities for the purpose of determining the holders thereof whe are entitled io
receive any dividend or other distribution, or any right to subscribe for, purchase or
otherwise acquire any shires of stock of any class or any other securities or
property, or to receive any other right;

B. any capital reorganization of the Corporation, any reclassification or
recapitalization of the capital stock of the Corporation, any merger of the
Corporation: or any transfer of all or substantially all of the assets of the Gorporation
to any other corparation, or any other entity or person; or

C. any-voluntary or involuntary dissolution, liquidation or winding up of the
Corporation;

then and in each such event the Corporation shall mail or cause to be mailed to
each holder of Series A Preferred Stock a notice specifying (i) the date on which any
such record is to be taken for the purpose of such dividend, distribution ot right and
description of such dividend, disfribution or right; (i} the date on which any such

5592.00500 318310.1 5
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rearganization, reclassification, recapitalization, transfer, merger, dissolution,
liguidation or winding up is expected to becorne effective; and (iii} the time, if any,
that is to be fixed, as to when the holders of record of Common Stock {(or other
secyrities) shall be entitled to exchange their shares of Common Stock (or other
securities) for securities or other property deliverable upsn such reorganization,
reclassification, recapitalization, transfer, merger, dissolution, liquidation or winding
up. Such notice shall be mailed at [east ten (10) business days prior to the date
specified in such notice on which such action is to be taken.

8. Voteto Change the Terms of Series A Preferred Stogk. The affirmative vote ata
meeting duly called for such purpose of the holders of not less than 50.1% of the then outstanding

Series A Preferred Stock voting as a series, or the written consantwithout a meeting of the holders
of not less than 50.1% of the then outstanding Series A Preferred Stock voting as a series, shall be
required for any change to these Articles of Amendment to the Corporation’s Articles of
Incorporation which would amend, alter, change or repeal any of the powers, designations,
preferences and rights of the Series A Preferred Stock. Each share of outstanding Series A
Preferred Stock shall carry the voting rights set forth in Section 4 hereof.

10. Lost or Stolen Cedificates. Upon receipt by the Carporation of evidence satisfactory
to the Corporation of the loss, theft, destruction or mufilation of any Series A Preferred Stock
Certificates, and, in the case of loss, theft or destruction, of any indemnification undertaking by the
holder to the Corparation and, in the case of mutilation, upon surrender and cancellation of the
Series A Preferred Stock Cerlificate(s), the Corporation shall execute and deliver new preferred
stock certificate(s) of like tenor and date; provided, however, the Corporation shall not be obligated
to re-issue preferred stock ceriificates if the holder contemporaneously requests the Corporation
to convert such Series A Preferred Stock into Comimon Stock in which case such Series A Preferred
Stock shall be converted purstuant to the {erms of the Articles of Incorporation and a preferred stock
cerfificate shall only be Issued if required pursuant to the terms herecf.

11. Remedies, Characterizations Other Obligations, Breaches and [hiunctive Relief.
The remedies provided in these Ardicles of Amendment to the Arficles of incorporation shali be

cumulative and in addition to all other remedies available under these Articles of Amendmentto the
Articles of Incorporation, at law orin equity (including a decree of specific performance and/cr other
injunctive relief), no remedy contained herein shall be deemed a waiver of compliance with the
provisions giving rise to such remedy and nothing herein shall limit a holder’s right to pursue actual
damages for any failure by the Corparation to comply with the terms of these Articles of Amendment
to the Articles of Incorporation. The Corperation covenants to each holder of Series A Preferred
Stock that there shall be no characterization conceming this instrument other than as expressly
provided herein. Amounts set forth or provided for herein with respectto payments, conversion and
the like (and the computation thereof) shall be the armounts to be received by the holder thereof and
shall not, except as expressly provided herein, be subject to any other obligation of the Corporation
(or the performance thereof).

12.  Specific Shall Not Limit General: Construstion. No specific provision ¢ontained in
these Articles of Amendment to the Articles of Incorporation shall limit or modify any more general

provision confained hereln. These Articles of Amendment to the Articles of Incorporation shall be

S5572-D0300 318310. 6
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deemed io be jointly drafted by the Corporation and all purchasers of the Series A Preferred Slock
and shall not be construed against any person as the drafter hereof.

13. ailure or Indulgence Not Waiver. No failure or delay on the part of a holder of
Series A Preferred Stock in the exercise of any power, right or privilege hereunder shall operate as
a walver thereof, nor shall any single or pariial exersise of any such power, right or privilege
preclude other or further exercise thereof or of any other right, power or privilege.

The foregoing Articles of Amendment to the Arficles of Incorporation was adopted by the
Board of Directors of the Corporation acting by written consent dated May 15, 2001, pursuant io the
Florida Business Corporation Act. Therefore, the number of votes cast was sufficient for approval.

IN WITNESS WHEREOF, the Comporation has caused these Articles of Amendment to the
Articles of Incorporation {o be executed by its duly authorized officer.

Signed, this A< day of May 2001.

Degracia
idant and Chiel Executive Officer

5572-00300 318310.1 7
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