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FLORIDA DEPARTMENT OF STATE
Ka ine Harrig
Secratary of State

December 15, 1999

E-DR. NETWORK, INC,
3107 SAWGRASS VILLAGE CIRCLE
PONTR VEDRA BEACH, FL. 32082

SUBJECT: E-DR. HETWORK, INC.
REF: P39000059287

We received your electronically transmitted document. However, the
document has not baean filed. Please make the following corrections spd
refax the complete document, ineluding the electronic filing aover sheet.

The amendment must be signed by an incorporator if adopted by the
ineorperators or Py a director if adopted by the directaors.

Please return your d;:cuman-l:, along with a copy of thig latter, within &0
days or your filing will be considared abandoned.

If you have any questions concerning the filing of your document, please
call (850) 487-69%06.

Darliethe Connell FAX aud. #: H99000031814
Corporate Spacialist Letter Number: 399200058797
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ARTICLES OF AMENDMENT Croa Iy
TO THE ARTICLES OF INCORPORATION OF GG
E-DR. NETWORK, INC, T G

Pursuant to Secctions 607.1002 and 607.1006 of the Floridn Busincss <
Corporution Act, the Articles of Incorporation of E-DR. NETWORK, INC., a Florida P
corporation (the “Company”), are heraby amended according tn these Articles of ¥
Amendment: L

FIRST: The name of the corporation is BE.DR. NETWORE, INC.

SECOND: The Articles of Incorporation of the Company shsll be amended ||
to add to Article TV the provisions set forth in Exhibits “A* and “B” attached hereto.

THIRD; The foregoing amendment was adopted effective Decembeor 14, H
1999, by written consent of the sole director of the Company, in accordance with i
sections 607.0821 of the Florida Statutes, constituting a sufficient number of votes |}
for the amendment to ba approved. Pursuant to authority granted to the board of ||
directors by the articles of incorporation of the Company nnd Sections 607.0602 and
607.1002 of the Florida Statutes, the foregoing amendment does not require
shareholdcer approval.

IN WITNESS WHEREOQF, the undersigned director of the Comipany has
executed thiz instrument effective December 14, 1989,

E-DR. NETWORK, INC.
B‘y: M w . . d*__ R
e A, Hayes, O. g., Director e
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‘répared by Todd €. Johnson

w0lland & Knight LLP (904)353-2000
i0 North Laura Skreet, Suite 3900
tackegonvilla, FL 32202 i -
:lorida Bar No: 0997961 H920000318149
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Exhibit “A”
Series A Preferred Stock:

There is hereby created a series of 5,200,000 shares of preferred stock, $0.001 par value
per share, designated “Series A. Preferred Stock”, having the following powers, preferences and
relative participating, optional or other special rights, and qualifications, limitations or
restrictions thereof in addition to those specified in the Articles of Incorporation.

For the purposes of this Certificate of Designation, the following terms shall have the
meanings specified: ,

“Authorized Option Plan or Agreement” shall have the meaning provided in Subsection

(#)(g}E)2) hereof.

“Board of Directors™ shall mean the board of directors of the Corporation.

“Common Stock” shall mean the common stock, $0.001 par value per share, of the
Corporation.

“Conversion Price” shall have the meaning provided in Subsection (4)(g) bereof.
“Conversion Rate” shall have the meaning provided in Subsection (4)(c) hereof.
“Corporation” shall mean E-Dr.Network, Inc., a Florida corporation,

“Designations " shall mean the preferences, powers, limitations and relative tights of the
Series A Preferred Stock established hereby and set forth hereinafier.

"Invested Amount” pex share of Serics A Preferred Stock shall mean $2.50 (as adjusted
for changes in the Series A Preferred Stock by stock split, stock dividend or the like occurring
after the Original Issue Date).

“Liguidation” shall have the meaning specified in Subsection (2).

“Original Issue Date” shall mean the date of that certain Stock Purchase Agreement to
be dated on or about December 14, 1999, by and among the Corporation, Noro-Moseley Partners
IV, L.P., Noro-Moseley Partners IV-B, L.P., CIBA Vision Corporation and Benchmark Capital,
pursuant to which the initial issuance of shares of Series A Preferred Stock is to occar,

"Qualified Public Offering” shall mean the underwritten offer and sale of Common
Stock to the public at a public offering price at least equal to 300% of the Invested Amount (as
adjusted for changes in the Series A Preferred Stock by stock split, stock dividend or the like
accurring after the Original Issue Date) and having aggregate net proceeds to the Corporation of
not less than $25,000,000.

“Sale or Merger” shall have the meaning specified in Subsection (2).

H99000031814 9
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“Serles A Preferred Stock” shall mean the 5,200,000 shares of Series A preferred Stock,
$0.001 par value per shate, of the Corporation-

“Series B Designations” shall mean the preferences, POWEIS, limitations and relative
nghts of the Series B preferred Stock constituting a part of the Cotporation’s Articles of
Tncorporation.

“Series B Preferved Stock” shall mean the 500,000 shares of Beries B Proferred Stock,
$0.001 par value pex ghare, of the Corporation

The Designations granted 0 nd imposed upon the Qeries A Preferred Stock are as
follows:

¢y Dividend Rights. From and after the Original lssue Date (the "Dividend
Commancement Date"), the holders of outstanding shares of Series A Preferred Stock shall be
entitled to receive, and shall be paid whenever funds are legally available therefor, when, and if
declared by the Board of Dixeciors, dividends at an armmal rate of 8.20 per chare, prior and in
preference 10 any declaration of payment of any dividend on the Common Stock. Such dividend
ghall be cumulative and shall accrue ot 2 daily basis from the Dividend Commencement Date
whether or not Jeclared by the Board of Directors of the Corporation; provided, however, that if
a Qualified Public Offering ocours ot or prior to the inird anniversary of the Original Issue Date,
then the Company's obligations to pay any such dividends not theretofore declared and paid shail
be cancelled. Subject to aection (7))@ hereof, no dividends may be paid with respect to the
Common Stock of the Corporation 50 iong as shares of the Series A preferred Stock are issued
and outstanding. Except as expressly set forth in Section (4), the Corporation shall be under 1O
obligation to pay such dividends unless so declared bY the Board of Directors.

2) Liguidation Rights. In the event of (i) the liquidation, dissolution or winding up
of the Corporation, Or such of the Corporation’s subsidiaries the assets of which constituie all or
substantially all the assets of the ‘business of the Corporation and its subsidiaries taken as a whole
(a “Liquidation”) or Gi) a “Sale or Merger” (defined below), winless, in the case of 2 Sale or
Merger, the holders of the Series A Preferred Stock have elected by a vote of at least 2 majority
of the total aumber of shares of such series outstanding, voling separately as a class, to exclude
such Sale or Merger from the application of this Subsection 2) (in which case this Subsection
(2) shall not apply t© such transaction), the holders of the outstanding shares of the Series A
Preferred Stock shall, af their election, be entitled to TecEIVe in exchange for and in redemption

stock of the Corporation ranking jumior 10 the Series A preferred Stock bY reason of their
ownership thereof, (i) in the case of a Liguidation, from any funds legally available for
distribution t0 gtockholders, and (ii) in the case of a Sale or Merger 10 which this Subsection (2)
applies, from the net proceeds therefrom (defined for these purposes 10 mean the procecds,
whether cash, securifies or propettys available for distribution to stockholders Or payable 10 the
stockholders by reason of the Sale or Merger), 2t amount pex share equal to the Invested Amount
pins all accrued but unpaid dividends.

99000031814 ©
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For purposes of these Designaﬁons, 2 “Sale or Merger” shaly mean any of the following;
(x) the merger ot consolidation of the Corporation into or with another corporation in Wwhich the
stockholders of the Corporation immediately Preceding such merger or consolidation (solely by
virtue of their shares or other securities of the Cmporaﬁon) shall own less thap fifty percent
(50%) of the voting securities of the strviving Corporation; (y) the sale, transfer or lease (but not
including 2 transfer or leage by pledge or maortgage to a hongy Jide lender), whether in single
transaction or PUrsuant to 3 serjes of related transactions or plan, of glf or substantially all the
assets of the Corporation, which agsets shall include for thege PuIposes fifty percent (50%) or
more of the Ouistanding voting capital stocik of any subsidiarieg of the Cozporation, the assets of
which constityte aj] Or substantially all the assets of the Corporation and its subsidiarieg taken as
2 whole; or (2} the sale, transfer or lease (but not mcluding 4 iransfer or lease by pledge or
mortgage to a bong Jide lender), Whether in g single transactiop OF pursuant to a serjes of related
transactions, of all or substantially all the assets of the subsidiaries of the Corporation, the assets
of which constitute all or Substantially alf of the assets of the Corporation and such subsidiaries

taken as g whole,

To the extent necessary, the Corporation shall cause sych actions to be taken by any of jtg

i a5 1o enable the Proceeds of 5 Liquidation or 4 Sale or Merger to be distributed to

the holders of sbares of Serieg A Preferred Stock in accordance wiip this Subsection (2). All the
Preferential amgonngs 1o be paid to the holders of the Series A Preferred Stock under this
Subsection (2) and to be paid to the holders of the Series B Preferred Stock under Subsection 2)
of the Serjes B Designations sha)j be paid or set apart for payment before the Payment or setting
apart for payment of a0y amount for, or the distribution of any assets of the Corporation to, the
holders of the Common Stock, the holders of any currently issned breferred stock or any class or
series of stock of the Corporation ranking junior to the Series A Preferred 5tock and Seres B
Preferred Stock in tonnection with 3 Ligunidation or 5 Sale or Merger as to which thig Subsection
(2} applies, Any assets remaini after such preferential amounts have been paid 1o the holders
of the Series A Preferred Stock under this Subsection (2) shall be distributed o 4 per share pro
Tata basis to the holders of the Series A Preferred Stock, Series B Preferreg Stock and Cornmog

are entitled to vote, I the event the holders of Series 4 Proferred Stock do not exercise thejr
right to elect twg members of the Board of Directors, such holders will be Permitted to ssng at
least two Tepresentatives to aj] meetings of the Boarg of Directors of the Corporation, with

H99000031814 8
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execution of any such consents. Each holder of a share of the Series A Preferred Stock shall be
entitled to receive the same prior notice of any stockholders’ meeting as provided 10 fhe holders
of Common Stock in accordance with the Bylaws of the Corporation, a8 well as prior notice of
all stockholder actions to be taken by legally available means in lieu of meeting, and shall vote
with holders of the Common Stock upon any matter submiited to 2 vote of stockholders, except
those matters required by law, or by the terms hereof, to be submitted to 2 class vote of the
hotders of Series A Preferred Stock. Fractional votes shall not, however, be permitted, and any

fractions shall be distegarded in computing voting rights.

Notwithstanding anything con ined in this Subsection (3) to the contry, in the event
(&) the Corporation pursuant to or within fhe meaning of Title 11, U.5. Code of any other federal
or state law for the celief of debtots, as any such laws may be amended from time O time
(“Bankrupicy Law™): () commences a voluntary case, (i) comsemts to the entry of an order for
relief against it in an jpvoluntary case, (iif) consents 10 the appointment of a custodian of receiver
of it or for 2ll or cubstantially all of its property, of (iv) makes 2 general assigoment for the
penefit of its creditors {cach, 2 "Bankrupicy Event™), then for s0 long as such Bankruptcy Event
continues; or (B) the Corporation fail for any reason (i) to make distributions to the holders of
Geries A Preferred Stock under the copditions and in accordance with the tenms of Section (2)
hereof, (il) to issue Common Stock conversion of the Series A Preferred Stock as provided in
Section {4) tereof, (iil) to redeem the Series A Preferved Stock under the conditions and in
accordance with the texms of Section {5) ereof, (iv) to honor the preemptive rights granted to
tolders of Series A Preferred gtock in Section (6) hereof, or (v) to comply with the protective
provisions of Section (7) hereol, and should any such failure coutinue for 2 period of ninety (50
consecutive days, ther, at the end of such period and for so long as said failure remains uneured,
the holders of Serics A Preferred shall be eniitled, at any ennual meeting of the shareholders Or
any special meeting called for such purpose, voting together as 2 single class, 10 glect the
smallest umber of members of the Board of Directors necessary to constitute 2 majority of the
full Board of Directors, and the holders of Common Stock shall elect the Temaining directors. 1f,
prior to the end of the term of any direcior elected as aforesaid by the holders of shares of the
Series A preferred Stock, 8 vacancy in the office of such director shatl ocour by Teason of death,
resignation, removal or disability, or for any other reason, the right to ill such vacancy ghall be
vested in the holders of the Series A Preferred Stock unless the right of such holders to elect such
director shall have ceased as provided hereafier. At any time after such power 1o elect a majority
of directors shall have s0 vested in the Series A preferred Stock, the Secretary of the Company
may, and, upon the written request of the holders of record of ten percent (10%) of mote of the
then outstanding shares of the Series A Preferred Stock, addressed to the Secretaty at the
principal office of the Company, shall, call a special meeting of the holders of Series A Preferred
Qtock for the glection of the directors to be elected by them as hereinabove provided, fo be held
within thirty (30) days after such call and at the place and upon the notice provided by law and in
the Bylaws of the Company for the holding of meectings of sharehaolders. If any such special
meeting required 10 be called a3 above provided shall not be called by the Secretary within thirty
(30) days after receipt of any such request, then the holders of record of ten percent (10%) or
motc in amount of the Seres A Preferred Stock then outstanding may designate in writing one of
theit number to call such meeting, and the person so designated may call such meeting to be held
at the place and upon the notice above provided, and for that purpose ghall have access 0 the
stock ledger of the Company. 1f any such special meeting shall be called by the Secretary of the
Company or by the holders of the deries A Preferred Stock as above provided, and if the holders

§09000031814 2
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of at least a majority of the Series A Preferred Stock then outstanding and entitled to vote at such
meeting shall be present or represented by proxy at such meeting or any adjournment thereof,
then, by vote of the holders of at least a majority of such Series A Preferred Stock present or so
represented at such meeting, the then authorized nurnber of directors of the Company shall be
increased by twofold plus one and, at such meeting, the holders of the Sertes A Preferred Stock
shall be entitled to elect the additional directors so provided for, but any directors so elected shall
hold office only until their respective successors are duly elected and qualified at the annual
meeting of shareholders or special meeting held in placs thereof next succeeding their election
(ziving effect to the foregoing rights of the holders of Series A Preferred). At such time, if any,
as the Bankruptcy Event is cured or as the holders of the Series A Preferred Stock shall receive
the distribution specified in (i) above, receive the Common Stock specified in (ii) above, obtain
the redemption referred to in (iil) above or obtain rectification of the failure to respect, or
restoration of, the rights referenced in (iv) or (v} above, then the terts of office of all persons
elected as directors by such holders shall forthwith terminate, the number of directors shall be
reduced accordingly, and the holders of Series A Preferred Stock shall once again have rights
with respect to the election of directors as are provided in the first sentence of this Subsection
(3). The foregoing remedy shall not be deemed exclusive and shall be in addition to all other
rights and remedies available at law or equity to the holders of Series A Preferred Stock.

4) Conversion, The holders of the Series A Preferred Stock shall have conversion
riphts as follows (the “Conversion Rights”):

(a) Optional. Each share of Series A Preferred Stock shall be convertible, at
the option of the holder thereof, at any time after the date of issuance of such share at the office
of the Corporation or any transfer agent for the Series A Preferred Stock, into Common Stock.
The number of sharas of Common Stock to which a holder of Series A Preferred Stock shall be
entitled upon conversion shall be the product obtained by multiplying the Conversion Rate of the
Series A Preferred Stock (determined as provided in Subscction (4)(c) below) by the number of
shares of Series A Preferred Stock being converted. Such conversion shall be deemed to have
been made immediately prior to the close of basiness on the date of the surrender of the shares of
Series A Preferred Stock to be converted in accordance with the procedures described in
Subsection (4)(d) below. ' ' '

() Automatic,

(A)  If the holders of at least a majority of the then ontstanding shares
of Series A Preferred Stock so elect, by delivery of written nofice or notices to the Corporation,
each and every outstanding share of Series A Preferred Stock held by such holders of Series A
Preferred Stock shall automatically be converted into Common Stock at the then effective
Conversion Rate, Such conversion shall be deemed to have been made immediately prior to the
close of business on the date of receipt of the written notice described above necessary to effect
such conversion. Such conversion shall be automatic, without need for any further action by such
holders of shares of Series A Preferred Stock and regardless of whether the certificates
representing such shares are suwrrendered to the Corporation or its transfer agent; provided,
however, that the Corporation shall not be obligated to issue certificates evidencing the shares of
Common Stock issuable upon such conversion unless certificates evidencing such shares of

H939000031814 9
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Seties A Preferred Stock so converted are surrendered to the Corporation in accordance with the
procedures described in Subsection (4)(d) below.

(B) The Corporation shall notify each holder of Sedes A Preferred
Stock at least ninety (90) days prior to the anticipated effective date of a registration staternent
filed by the Corporation under the federal Securities Act of 1933, as amended, covering a
Qualified Public Offering. Upon the closing of, but effective immediately prior to, the first sale
in a Qualified Public Offering, each and every share of outstanding Series A Preferred Stock held
by all holders of Series A Preferred Stock shall antomatically be converted into Common Stock
af the then effective Conversion Rate. Such conversion shall be automatic, without need for any
further action by the holders of shares of Series A Preferred Stock and regardless of whether the
certificates representing such shares are surrendered to the Corporstion or its transfer agent;
provided, however, that the Corporation shall not be obligated to issue certificates evidencing the
shares of Common Stock issuable upon such conversion unless certificates evidencing such
shares of Series A Preferred Stock so converted are surrendered to the Corporation in accordance
with the procedures described in Subsection (4)(d) below. Upon the conversion of the Series A
Preferred Stock pursuant to this Subsection (4)(d)(B), the Corporation shall promptly send
written notice thereof, by registered or certified mail return receipt requested and postage
prepaid, by hand delivery or by overnight delivery, to cach holder of record of Series A Preferred
Stock at his or its address then shown on the records of the Corporation, which notice shall state
that certificates evidencing shares of Series A Preferred Stock must be surrendered at the office
of the Corporation (or of its transfer agent for the Common Stock, if applicable) in the manner
described in Subsection (4)(d) below.

(C) No fractional shares of Common S$tock shall be issued upon
conversion of Series A Preferred Stock, and any shares of Series A Preferred Stock surrendered
for conversion that would otherwise result in & fractional share of Common Stock shall be
redeemed at the then effective Conversion Price per share, payable as promptly as possible when
funds are legally available therefor.

{c) Conversion, Rate. Subject to the provisions of this Subsection (4), the
conversion rate in effect at any time with respect to the Series A Preferred Stock (the
“Conversion Rate™) shall be the quotient obtained by dividing $2.50 by the Conversion Price, as
defined in Subsection (4)(g) hereof.

(d)  Mechanics of Conversion. Before any holder of Series A Preferred Stock
shall be entitled-to receive certificates representing the shares of Clommon Stock into which
shares of Series A Preferred Stock are converted in accordance with Subsections (4)(z) or
(E)(4)(b) above, such holder shall surrender the certificate or certificates for such shares of
Series A Preferred Stock duly endorsed, at the office of the Corporation or of any transfer agent
for the Series A Preferred Stock, and shall give written notice to the Corporation at such office of
the name or pames in which such holder wishes the certificate or certificates for shares of
Common Stock to be issued, if different from the name shown on the books and records of the
Corporation. Said conversion notice shall also contain such representations as may reasopably
be required by the Corporation to the effect that the shares to be received upon conversion are
not being acquired and will not be transferred in any way that might violate the then applicable
securities laws, The Corporation shall, as soon as practicable thereafter and in no event later than

H99000031814 9
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thirty (30) days after the delivery of said certificates, issue and deliver at such office to such
holder of Series A Preferred Stock, ot to the nominee or nominees of such holder as provided in
such notice, a cettificate or certificates for the number of shares of Common Stock to which such
holder shall be entitled as aforesaid. The person or persons entitled to receive the shares of
Common Stock issuable upon a conversion pursuant to Subsections (4)(=) or (4)(b) shall be
treated for all purposes as the record holder or holders of such shares of Common Stock as of the
effective date of conversion specified in such section. All certificates issued upon the exercise or
occurrence of the conversion shall contain a legend governing restrictions upon such shares
imposed by law or agreement of the holder or his or its predecessors.

(e) Adjustment for Subdivisions or Combinations of Common Stock. In the
event the Corporation at any time or fiom time to time after the Original Issue Date effects a
subdivision or combination of the outstanding Common Stock into a greater or lesser number of
shares without a proportionate and corresponding subdivision or combination of the outstanding
Series A Preferred Stock, then and in each such event the Conversion Price (and the
corresponding Conversion Rate) shall be increased or decreased proportionately.

(£ i : 107! c_Equi In the
event that (subject to Subsection (4)(g)(E) hereof) the Corporation at any time or from time to
time after the Original Issue Date shall make or issue, or fix a record date for the determination
of holders of Commion Stock entitled to receive, a dividend or other distribution payable in
additional shares of Common Stock or other securities or rights convertible into or entitling the
holder thereof to rteceive additional shares of Common Stock (hereinafier referred to as
“Common Stock Equivalents™) without payment of any consideration by such holder of such
Common Stock Equivalents or the additional shares’ of Common Stock, and without a
proportionate and corresponding dividend or other distribution to holders of Series A Preferred
Stock, then and in each such event the maximum number of shares (as set forth in the instrument
relating thereto without regard to any provisions contained therein for subsequent adjustment of
such number) of Common Stock issuable in payment of such dividend or distribution or upon
conversion or exercise of such Commeon Stock Equivalents shall be deemed, for putposes of this
Subsection (4)(f), to be issued and outstanding as of the time of such issuance or, in the event
such a record date shall have been fixed, as of the close of business on such record date. In each
such event the Conversion Price shall be decreased as of the time of such issuance or, in the
event such a record date shall have been fixed, as of the close of business on such record date, by
multiplying the Conversion Price by a fraction,

{A) the numerator of which shall be the fotal mumber of shares of
Common Stock issued and outstanding or deemed to be issued and outstanding immediately
prior to the time of such issuance or the close of business on such record date; and

the denominator of which shall be the total munber of shares of
Common Stock (x) issued and outstanding or deemed pursuant to the terms hereof to be issued
and outstanding (oot including any shares deseribed in clause (y) immediately below),
immoediately prior to the time of such issnance or the close of business on such record date, plus
(y) the number of shares of Common Stock issuable in payment of such dividend or distribution
or upon conversion or exercise of such Common Stock Equivalents; provided, however, that (1)
if such record date shall have been fixed and such dividend is not fully paid or if such

HO9000031814 ¢




DEC. 15. 1999 12:55PM © WOLLAND AND KNIGHT ' NO. 1191 P 11/32
Hes000031814 9

distribution is not fully made on the date fixed thercfor, the Conversion Price (and the
corresponding Conversion Rate) shall be recomputed accordingly as of the close of business on
cnch record date and thereafter the Conversion Price (and the corresponding Conversion Rate)
chall be adjusted pursuant to this Subsection (4)(f) as of the time of actual payment of such
dividend or distribution; or (if) if such Common Stock Bquivalents provide, with the passage of
sime or otherwise, for any decrease in the number of shares of Common Stock 1ssuable upon
conversion or exercise thereof (or upen the occurrence of a record date with respect thereto), the
Conversion Price (and the corresponding Conversion Rate) computed upon the original issue
thereof (or upon the occurrence of a record date with respect thereto), and any subsequent
adjustments based thereon, shall upon any such decrease becoming effective, be recomputed to
reflect such decrease insofar as it affects the rights of conversion or exercise of the Common
Stock Equivalents then outstanding; ot (i) upon the expiration of any rights of conversion or
exercise under any unexercised Comimon Stock Equivalents, the Conversion Price (and the
corresponding Conversion Rate) computed upon the original issue thereof (or upon the
occurrence of a record date with respect thereta), and any subsequent adjustments based thereon,
shall upon such expiration, be recomputed as if the only additional shares of Cormmon Stock
issued were the shares of such stock, if any, actually issued upon the conversion or exercise of
such Common Stock Equivalents; or (iv) in the event of issuance of Common Stock Equivalents
that expire by their tezms not moze than sixty (60) days after the date of issuance thereof, no
adjustments of the Conversion Price {or the corresponding Conversion Rate) shall be made until
the expiration or exercise of all such Coramon Stock Equivalents, whereupon the adjustment
otherwige required by this Subsection (4)(f) shall be made in the mannex provided herein,

(g)  Adjustment of Conversion Rate for Diluting Issues.

(A) Bxcept as otherwise adjusted as provided herein, the “Conversion
Price” shall be $2.50. Except as otherwise provided in this Subsection (4)(g), in the event, and
each time as, the Corporation sells or jssues any Conumon Stock or Common Stock Equivalents
following the Original Issue Date, at a per share consideration (as defined below) less than the
Conversion Price then in effect, then the Conversion Price shall be adjusted as provided in
subsection (4)(g)(B) below, and the Conversion Rate shall be appropriately adjusted. For
purposes of the foregoing, the per share consideration with tespect to the sale or issuance of a
share of Common Stock shall be the price per share received by the Corporation, prior to the
payment of any expenses, comunissions, discounts and other applicable costs. With respect to the
sale or issuance of Common Stock Equivalents that are convertible into or exchangeable for
Common Stock without further consideration, the per share consideration shall be determined by
dividing the minimum number of shares (as set forth in the instrument relating thereto without
regard to amy provisions contained therein for subsequent adjustment of such number) of
Commen Stock issusble with respect to such Common Stock Equivalents into the aggregate
consideration received by the Corporation upon the sale or issuance of such Common Stock
Equivalents, With respect to the issuance of other Common Stock Equivalents, the per share
consideration shall be determined by dividing the inimurn number of shares (as set forth in the
instrument relating thereto without regard to any provisions contained therein for subsequent
adjustment of such number) of Common Stock issuable with respect to such Common Stock
Equivalents into the aggregate consideration received by the Corporation upon the sale or
issuance of such Commoen Stock Equivalents plus the total consideration receivable by the
Corporation upon the conversion or exercise of such Commeon Stock Equivalents. The issnance
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of Common Stock or Common Stock Equivalents for no consideration shall be deemed to be an
issuance at a per share consideration of $.01. In connection with the sale or issuance of Common
Stock and/or Common Stock Equivalents for non-cash consideration, the amount of
consideration shall be determined by the Board of Directors of the Corporation in good faith.

As used herein, “Additional Shares of Common Stock™ shall mean cither shares of
Common Stock issued, with respect to such adjustments to be made to the Conversion Price and
the Conversion Rate, snbsequent to the Original Issue Date, or, with respect to the issuance of
Common Stock Equivalents, the maximum number of shares (as set forth in the instrument
relating thereto without regard to apy provisions contained therein for subsequent adjustment of
sueh number) of Comnon Stock issuable in exchange for, upon conversion of, or upon exercise
of such Common Stock Equivalents.

For the purposes of this Subsection (4)(g)(A), the number of shares of Common Stock
deemed to be outstanding as of a given date shall be the sum of (i) the number of shares of
Common Stock actually outstanding, (ii) the number of shares of Common Stock into which the
then outstanding shares of Series A Preferred Stock could be converted if fully converted on the
day immediately preceding the given date, and (iii) the number of shares of Common Stock that
could be obtained through the exercise or conversion of all other rights, options and convertible
securities on the day immediately preceding the given date.

(B) Upon each issuamce of Common Stock for a per share
consideration less than the Conversion Price as in effect on the date of such issuance, the
Conversion Price as in effect on such date shall be adjusted by multiplying it by a fraction:

(x) the numerator of which shall be the number of shares of
Commen Stock deemned outstanding (as defined below) immediately prior to the issuance of such
Additional Shares of Common Stock plus the number of shares of Common Stock that the
agpregate net consideration received by the Corporation for the total number of such Additional
Shares of Common Stock so issued would purchase at the Conversion Price then in effect; and

(y)  the denominator of which shall be the number of shares of
Common Stock deemed outstanding (as defined below) immediately prior to the issuance of such
Additional Shares of Common Stock plus the number of Additional Shares of Common Stock so
issued.

For the puxposes of this Subsection (4)(g)(B), the number of shares of
Common Stock deemed to be outstanding as of a given date shall be the sum of (i) the number of
shares of Common Stock actually cutstanding, (i) the number of shares of Common Stock into
which the then outstanding shares of Series A Preferred Stock could be converted if fully
converted on the day immediately preceding the given deate, and (jii) the number of shares of
Common Stock that could be obtained through the exetcise or conversion of all other rights,
options and convertible securities on the day immediately preceding the given date.

(C) Upon each issuance of Common Stock Equivalents that are
exchangeable without further consideration into Coramon Stock for a per share consideration
less than the Conversion Price as in effect on the date of such issuance, the Conversion Price
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sha)l be adjusted as provided in this Subsection (4)(g) on the basis that the Additional Shares of
Cormmon Stock are to be treated as having been issued on the date of issuance of the Common
Stock Bquivalents, and the aggregate consideration received by the Corporation for such
Common Stock Equivalents shall be deemed to have been received for such Additional Shares of
Common Stock. o

(@) Upon each issuance of Common Stock Equivalents other than
' those described in paragraph (C) of this Subsection (4)(g) for a per share consideration less than
the Conversion Price a8 in effect on the date of such issnance, the Conversion Price shall be
adjusted as provided in this Subsection (4)(g) on the basis that the Additional Shares of Common
Stock are to be treated as having been issued on the date of isstance of such Common Stock
Equivalents, and the aggregate consideration received and recejvable by the Corporation on
coniversion or exercise of such Common Stock Equivalents shall be deemed to have been
veceived for such Additional Shares of Common Stoek.

(E) Once any Additional Shares of Commeon Stock have been treated
as having been issued for the purpose of this Subsection (4)(g), they shall be treated as issued
and outstanding shares of Common Stock whenever any subsequent caleulations raust be made
pursnant bereto; provided that on the expiration of any options, warrants or rights to purchase
Additiona! Shares of Common Stock, the termination of any rights to convert or exchange for
Additional Shares of Commeon Stock, or the expiration of any options or rights related to such
convertible or exchangeable securities on account of which an adjustment in the Conversion
Price has been made previously pursuant to this Subsection (4)(g), such Conversion Price shall
forthwith be readjusted to the Conversion Price as would have obtained had the adjustment made
upon the jssuance of such options, warrants, rights, sccurities or options or rights related to such
securities been made upon the basis of the issuance of only the number of shares of Corymon
Stock actually issued upon the exercise of such options, warrants or rights, upon the conversion
or exchange of such securities or upon the exercise of the options or rights related to such
securities.

The foregoing notwithstanding, no adjustment of the Conversion
Price and the Conversion Rate shall be made pursuant to this Subsection (4)(g) as a result of the
issuance of:

(W}  up to 3,806,349 shares of Common Stock pursuant to those
certain warrant agreements dated as of December 14, 1999;

(v)  up to 500,000 shares of Series B Preferred Stock;

(w)  any shares of Common Stock upon the conversion of shares
of Series A Preferred Stock or Series B Preferred Stock;

() any shares of Common Stock pursuaot to which the
Conversion Price and the Conversion Rate are adjusted under Subsections (g) or (f) of this
Subsection (4);
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() any shares of Common Stock issued pursuant to the
exchange, conversion or exercise of any Common Stock Equivalents that were outstanding on
the Original Issue Date; or

(zZ)  up to 1,000,000 shares of Common Stock (which number
shall be appropriately adjusted for any stock splits, stock dividends, recapitalizations or singular
gvents), issued pursuant to options, warrants or tights that may be granted at anv time after the
Original Issue Date to purchase shares of Common Stock in favor of employees, directors,
officers or consultants of the Corporation or any subsidiary thereof pursuant to bena Jide
employee stock option plans created in accordance with Section 422 of the Internal Revenue
Code of 1985, as amended, or similar subsequent legislation or pursuant to 2 non-statutory stock
option plan or non-statutory stock option agreements (any such stock option plan or agreement
described in this clause (z) being referred to as an “Authorized Option Plan or Agreement”).

()  De Minimis Adiusgments. No adjustment to the Conversion Price {and,

thereby, the Conversion Rate) shall be wade if such adjustment would result in a change in the
Conversion Price of less than 5.01. Any adjustment of less than $.01 that is not made shall be
cattied forward and shall be made at the time of and together with any subsequent adjustment
that, on 2 cumulative basis, amounts to an adjustment of $.01 or more in the Conversion Price.

)] No Impairment. Except as provided in Subsection (7) hereof, the
Corporation shall not, by amendment of its Articles of lncorporation or Bylaws or through any
reorganization, transfer of assets, consolidation, merger, dissolution, issue or sale of securities ar
any other voluntary action, avoid or seek to avoid the observance or performance of any of the
terms to be observed or performed hereunder by the Corporation, but shall at all times in good
faith assist in the carrying out of all the provisions of this Subsection (4) and in the taking of all
such action as may be necessary or appropriate in order to protect the Conversion Rights of the
holders of the Series A Preferred Stock against impairment,

G) Certificate as to Adjustments. Upon the oceurrence of each adjustment or

readjustment of the Conversion Price pursnant to this Subsection (4), the Corporation at its
expense shall prompitly compute such adjustment or readjustment in accordance with the terms
hereof and cause independent public accountants selected by the Corporation to verify such
computation and prepare and firnish to each holder of Series A Preferred Stock a certificate
seiting forth such adjustment or readjustment and showing in detail the facts upon which such
adjustment or readjustment is based. The Corporation shall, upon the written request at any time
of any holder of Series A Preferred Stock, furnish or cause to be firnished to such holder a like
certificate setting forth (i) such adjustments and readjustments, (i) the Conversion Price and the
Conversion Rate at that time in effect, and (lii) the number of shares of Common Stock and the
amount, if any, of other property that at that time would be received upon the conversion of
Series A Preferred Stock.

{5 N otices of Record Date. In the event of any taking by the Corporation of a
record of the holders of any class of securities other than Series A Preferred Stock for the

purpose of determining the holders thereof who are entitled to receive any dividend or other
distribution, any Commeon Stock Equivalents or any right 10 subscribe for, purchase or otherwise
acquire any shares of stock of any class or any other securities or property, or to receive any
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other right, the Corporation shall mail to each holder of Series A Preferred Stock, at least twenty
(20) days prior to the date specified therein, a notice specifying the date on which any such
record is to be taken for the purpose of such dividend, distribution or rights, and the amount and
character of such dividend, distribution or rights.

()] Reservation of Stock Issuable Upon Conversion. The Corporation shall at
all times reserve and keep available out of its authorized but unissued shares of Commeon Stock

solely for the purpose of effecting the conversion of the shares of the Series A Preferred Stock
such nmumber of its shares of Common Stock as shall from time to time be sufficient to cffect 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 Common Stock shall be insufficient to effect the
conversion of all then outstanding shares of the Series A Preferred Stock, the Corporation shall
take such corporate action as may, in the opinion of its counsel be necessary to increase its
authorized but unissued shares of Cornmon Stock to such number of shares as shall be sufficient
for such purpose.

(5) Redemption_of Preferred Stock. The Corporation shall at any time on or after
December 14, 2004, upon the receipt of written notice or notices delivered to the Corporation by

any holders of Series A Preferred Stock electing to cause a redemption of such holders® shares of
Series A Preferred Stock (the “Electing Holders™), redeem all of the then outstanding shares of
Series A Preferred Stock held by such Electing Holders by paying in ¢ash to the holders thersof
in respect of each such share the Redemption Price (defined below), with one-half of such
payment due thirty (30) days after receipt of such notice of redemption and one-half of such
payment due on the first anniversary of the date of receipt of such notice of redemption. The
price payable for each redeemed share of Series A Preferred Stock (the “Redemption Price”)
shall be equal to the greater of (i) the Appraised Value (as defined below) of each such share as
of the date of the request for redemption or (ii) the Invested Amount plus a per annum amount
for the period such share has been issued and outstanding equal to (z) ten percent (10%),
compounded annually, of the Invested Amount, prorated for any partial year, less (b) the
aggregate amount of all dividends actually paid on such share from the date of issuance thereof;
and no accrued dividends shall be payable with respect to such share.

The Appraised Value shall be the fair market value of such shares, as established by the
Board of Directors in good faith following such request for redemption (which Appraised Value
shall not include a discount for minority ownership interest or illiquidity), and each holder of the
Sedes A Preferred Stock shall be notified in writing of such value upon receipt by the
Corporation of a request for redemption. If, however, any Electing Holders shall give the
Corporation written notice prior to the scheduled redemption that he, it or they disagree with the
value placed upen the Series A Preferred Stock, then the Electing Holders and the Corporation
shall attempt to agree upon an Appraised Value. Should the Electing Holders and the
Corporation be unable to agree during the twenty (20)-day period immediately following the
giving of the written notice of such disagreement as to the Appraised Value without the
employment of appraisers, then they shall each select an appraiser experienced in the business of
evaluating or appraising the market value of stock. The appraisers so selected (the “Initial
Appraisers”) shall, on or prior to the scheduled redemption, appraise such shares to be redeemed
as of the date of the scheduled redemption. The appraisers shall not discount the shares of Series
A Preferred Stock for minority ownership interest or illiquidity. If the difference between the
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resulting appraisals is not greater than ten percent (10%), then the average of the appraisals shall
be deemed the Appraised Value; otherwise, the Initial Appraisers shall select an additional
appraiser (the A dditional Appraiser”), who shall be experienced in a manner similar to the
Tnitial Appraisers. 1f they fail to select such Additonal Appraiser as provided above, then either
the Electing Holders or the Corporation miay apply, after written notice to the other, to any judge
of any court of general jurisdiction for the appointment of such Additional Appraiser.
Additional Appraiser shall then choose from the values determined by the Initial Appraisers the
value that the Additional Appraiser considers closest to the fair market value of the Series A
Preferred Stock, and such value shall be the Appraised Value. The Additional Appraiser shall
forthwith give wrtten notice of his determination to the Corporation and the Electing Holders.
Bach party shall pay the cxpenses and fecs of the appraiser selected by him or 1it, and, 1f an
Additional Appraiser is employed, the party who selected the Initial Appraiser whose value
determination was rejected by the Additional Appraiser shall pay all the expenses and fees of the
Additional Appraiser.

On or before the date of a scheduled redemption, each holder of shares required to be
redeemed shall sutrender the certificate representing such shares to the Corporation 2nd shall
receive payment of the first installment of the Redemption Price for such shares in cash. If less
than all the shares represented by a surrendered certificate are redeemed, the Corporation shall
issuc a new certificate representing the unredeemed shares.

The tight to redemption established by this Qubsection (5) shall be deemed absolute and
vested upon the occurrencs of the conditions specified herein; however, actual redemption under
this Subsection (5} chall be subject to the legal availability of fimds and, to the extent delayed,
ghall occur as soon thereafter as and when funds are legally available therefor, with interest at the
per annuin rate anmounced by NationsBank, N.A., as its prime lending rate plus two percent (2%}
per annum for the period of each delay.

6) Presmptive Rights. The holders of Series A Preferred Stock shall have the right
of first refusal to purchase any New Securities (as defined in this Subsection (6)) that ihe
Corporation may, from time to time, propose 1o sell and issue. This right shall be subject to the
following provisions:

(a) DNew Securities Defined. «New Securities™ shall mean any common stock
or preferred stock of the Corporation, “whethier now authorized or not, and rights, options or
warrants to purchase said common stock or preferred stock, and securities of any Type
whatsoever that are, Or may become, convertible nto gaid common stock or preferred stock;
provided that “New Securitics" does not include (A) up to 3,806,349 shares of Common Stock
pursuant to those certain warrant agreements dated as of December 14, 1999 (B) the issuance of
up to 500,000 shares of Series B Preferred Stock; (C) any shares of Common Stock issuable
upon the conversion of shares of Series A Preferred Stock or Series B Preferted Stock; (D) up to
1,000,000 shares of Coromon: Stock (which number shall be appropriately adjusted for any stock
splits, stock dividends, recapitalizations ox similac events), issued pursuant 10 options, warranis
or rights that may be granted at any time after the Original Issue Date to purchase shares of
Commeon Stock in favor of employees, directors, officers or consultants of the Corporation ©r
any subsidiary thereof pursnant to an Authorized Option Plan or Agreement; (E) any shares of
Conmon Stock issued pursuant to the exchange, conversion or exercise of any Common Stock
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Equivalents that were outstanding on the Original Issue Date; (F) securities offered to ilie public
pursuant to a registration statement under the federal Securities Act of 1933, as amended; (G)
ghares of the Common Stock or the Series A Preferred Stock issued 1 connection with any stock
split, stock dividend or recapitalization by the Corporation; or (H) up to 240,000 shares of
Common Stock (or warrants to acquire 240,000 shares of Comxunon Stoek) issued prior to
February 1, 2000 in conpection with supplier or employment relationships so long as such
issuances and relationships are approved by the Company's Board of Directots.

{b)  In the event the Corporation proposes io undertake an issuance of New
Secugties, 1t shall give each holder of Series A Preferred Stock written notice of its intention,
describing the type of New Securities, the price, the closing date of the offering thereof, and the
general terms upon which the Corporation proposes to issue the same. Such holder ghall be
entitled at any time during the offering of the New Securities to purchase some or ail of his or its
pro rata portion of such New Securities for the price and upon the general terms specified in the
notice (and in any case at a price and upon general terms no more favorable to any of the other
purchasers in such offering), by giving, within twenty (20) days after receiving such notice from
the Corporation, writien notice to the Corporation of such ¢lection stating therein the time and
place of the closing of such purchase, which must be a date no later than ten (10) days following
the closing date of the offering specified in the notice given by the Corporation or any extended
closing date thereof. For purposes of this Section (6}, each holder's pro rara portion of New
Securities shall be equal to a fraction, (i) the numerator of which is the sum of the number of
shares of Common Stock into which shares of Series A Preferred Stock held by such holder
immediately prior to such issuance have been converted since the Original Issuance Date and the
number of shares of Common Stock into which such holder's shares of Series A Preferred Stock
could be converted if fully converted immediately prior to such issuance and (if) the denominator
of which is the sum of the number of shares of Coramon Stock into which any shares of Series A
Preferred Stock have been converted since the Original Issuance Date and the number of shares
of Common Stock into which all shares of Series A Preferred Stock could be converted if fully
converied immediately prior to such issuance.

Should any holder of Series A Prefetred Stock not elect to purchase his or its pro rata
portion of such New Secutities in full, the remaining holders of Series A Preferred Stock having
elected to purchase their pro rafa portions shall have the right to purchase such remaining,
unpurchased portion in addition to their own, with each such holder having the right to purchase
n the proportion that the number of shares of Series A Preferred Stock owned by such holder
{prior to receipt of the above deseribed written notice by the Corporation) bears to the number of
shares owned by all holders of Series A Preferred Stock also electing to purchase such remaining
New Securities. All such purchases shall be made within the same period specified for ¢losing
above.

(c) Any offer by the Corporation of securities in addition to those specified in
the notice described in Subsection (6)(b) above, whether on the same or different teoms as are
specified therein, shall again requirg compliance by the Corporation with the terms of this
Subsection (8).

{(d) Therights granted in thxs Subsection (6) shall terminate immediately prior
to a Qualified Public Offering. _

H29000031814 9




DEC. 15. 1999 1:01PM HOLLAND AND KNIGHT | NO. 1191 P 18/31
199000031814 9

(7)  Protective Provisions.

e .
addition to any other rights provided by law and so long as any shares of Series A Preferred
Stock are then outstanding, except where the vote or written consent of the holders of a greater
pumber of shares is required by law or by another provision of the Articles of Incorporation,
without first obtaining the affirmative vote of written consent of the holders of a majority of the
tota] pumber of sbares of Series A Preferred Stock outstanding, voting together as a single class,
the Cotperation shall not: -

() pay any dividends with respect t0 the Common Stock of the
Corporation; provided, however, this restriction shall terminate effective upon 2 Qualified Public
Qffering; or

(i) amend or repeal any provision of, or add any provision to, the
Corporation’s Articles of Incorporation or Bylaws,

(ii) file amy certificate of designations, preferences, limitations and
relative rights of any series of preferred stock or otherwise amend the Corporation’s Articles of
Tncorporation, if such action would alter, change or affect the preferences, rights, privileges or
powers of, or restrictions provided for the benefit of the Series A Preferred Stock;

(iv)  create or authorize the creation or increase the authorized amourt
of any additional class of series of shares of stock, unless the same ranks junior to the Series A
Preferred Stock as 1o dividends, redemaption and the distribution of assets on the Lguidation,
dissolution or winding up of the Corporation; increase the aufhorized amount of any additional
class or sexies of shares of stock unless the same raoks junior to the Series A Preferred Stock as
to dividends, redemption and the distribution of asseis on the liquidation, dissolution or winding
up of the Corporation; or create or authorize any obligation or security convertible into shares of
Common Stock, Series A Preferred Stock or any other class or series of stock, whether voting or
non-voting; regardless of whether any such creation, authorization or increase shall be by means

of amendment to the Articles of Incorporation, or by MEIger, consolidation or otherwise;

(v)  increase or decrease the authorized number of shares of the Series
A Preferred Stock;

(vi) enter into any agreement, commitment or plan regarding a
Liquidation or a Sale of Merger,

(vii) issme, or agree Of otherwise commit to issue, any shares of its
capital stock or right to acquire any ghares of its capital stock, other than pursuant to an
Authorized Option Plan Agreement or Qualified Public Offering:

(vili) acquire, or enter into an agreement (O acquire, any business,
product, technology, whow-how of another corporation, whether by merger, purchase ofallora
substantial portion of the assets of an entity or any other reorganization whereby the Corporation
owns over fifty percent (50%) of the voting power of an entity;
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(ix)  enter into, or agree O otherwise commit to enter into, any joint
venture, license agreement of exclusive marketing of other distribution agreement with respect to
the Corporation’s products, other than in the ordinary course of business; oF

{x) increase or decrease the number of directors of the Corporation;

(xi)  exceptas provided in Section 6 hereof, redeem any shares of any
class of its capital gtock Or cause or permit any Employee Stock Ownership Plan as defined in
§ 4975(e)(7) of the Internal Revenue Code of 1986, as amended, or other employee stock
ownership plan to purchase chares of any class of it capital stock; oF

(gi) amend the provisions of this Subseetion (7)-

Actions Requiring Super-Majority Approval of Series A Preferred Stock.
In addition to any ofher tights provided by law and so long as any shares of Series A Preferred
Stock are then outstanding, except whete the voie o written consent of the holders of a greater
mumber of shates is required by law ot by another provision of the Articles of Incorporation,
without first obtaining the affirmative vote or writien consent of the bolders of at least 66.67% of
the total number of shares of Series A Preferred Stock outstanding, voting together as a single
class, the Corporation ghall not make any material change in the pature of its business as
described in its Rusiness Plan, dated October 1999, or enter info any material business activities
aot contemplated in its Business Plan, dated October 1999.

(8)  Notices. Any notice required by the provisions nhereof to be given to the holders
of shares of Ssmes A Preferred Stock shall be deemed given on the third business day following
(and not including) the date on which sueh notice is deposited in the United States Mail
first-class, postage prepaid, and addressed to each holder of record at his address appearing on
the books of the Corporation. Notice by any other means shall not be deemed effective until
actually received.
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EXHIBIT “B”

Series B Preferred Stock:

There is hereby created a series of 500,000 shares of preferred stock, $0.001 par value per
share, designated “Series B Preferred Stock”, having the following powers, preferences and
relative participating, optional or other special rights, and qualifications, limitations or
restrictions thereof in addition to those specified in the Articles of Tacerporation.

For the purposes of this Certificate of Designation, the following terms shall have the
meanings specified:

« dohorized Option Plan or Agreement’ shall have the meaning provided in Subsection
{($)()(E)(z) hereof.

“Board of Directors * shall mean the board of directors of the Corporation.

“Common Stock” shall mean the commeon stock, $0.001 par valune per share, of the
Corporation.

“rouversion Price” shall have the moeaning provided in Subsection (4)(g) hereof.
“Conversion Rate” shall have the meaning provided in Subsection (4}c) hereof
“Corporation” shall mean R.Dr Network, Inc., a Florda corporation.

“Designations” shall mean the preferences, POWETS, limitations and relative rights of the
Series B Preferred Stock established hereby and set forth hereinafter.

“Liquidation” shall have the meaning specified in Subsection (2).

“Original Issue Date” shall mean the date of that certain Stock Purchase Agreement to
be dated on or about Decernber 14, 1999, by and among the Corporation, Noro-Moseley Partners
IV, L.P., Noro-Moseley Partners IV-R, LP., CIBA Vision Corporation and Benchmark Capital,
pursuant to which the initial issuance of shares of Series B Preferred Stock is to occur.

“Qualified Public Offering” shall mean the underwritten offer and sale of Commeon
Stock to the public at a public offering price at least equal to 300% of the Series A Invested
Anount {as adjusted for changes in the Series A Preferred Stock by stock split, stock dividend or
the like occwrring after the Original Issue Date) and having aggregate net proceeds to the
Corporation of not less than $25,000,000.

“Sale or Merger” shall have the meaning specified in Subsection (2)-
nSeries A Designations” shall mean the preferences, powers, limnitations and relative

rights of the Series A Preferred Stock constituting a part of the Corporation’s Asticles of
Incorporation.
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nSeries A Invested Amount” per chare of Scries A Preferred Qtock shall mean $2.50 (as
adjusted for changes in the Series A Preferred Stock by stock split, stock dividend or the like
occurring after the Original Issue Date).

“Series A Preferred Stock” shail mean the 5,200,000 shares of Series A Preferred Stock,
$0.001 par value per share, of the Corporation.

“Series B Preferred Stock” shall mean the 500,000 shaxes of Serjes B Preferred Stock,
$0.001 par value per shaxe, of the Corporation.

The Designations granted to and imposed upon the Qeries B Preferred Stock are as
follows:

(1)  Dividend Rights. The holders of outstanding shares of Series B Preferred Stock
shall be entitled to receive, and shall be paid whenever funds are legally availeble therefor,
dividends with respect t0 each share of Series B Preferred Stock in an amount equal to (i) any
dividend declared and paid with respect to each share of Common Stock muiltiplied by (ii) the
number of shares of Common Stock (including fractional shares) into which each share of Series
B Preferred Stock is convertible as of the record date of such dividend. The Corporation shail be
under no obligation to pay such dividends except to the extent that a dividend is declared and
paid by the Board of Directors with respect to the Common Stock.

(2)  Liguidation Rights. In the event of (i) the liquidation, dissolution or winding up
of the Corporation, oF such. of the Corporation’s subsidieries the assets of which constitute zll or
substantially all the assets of the business of the Corporation and its subsidiaries taken as a whole
(2 “Liquidation”) or (ii) a “Sale or Merger” (defined below), unless, in the case of a Sale or
Merget, the holders of {he Series A Preferred Stock have elected by a vote of at least & toajority
of the total number of shares of such series outstanding, vo ing separately as a class, to exclude
such Sale or Merger fiom the application of Qubsection (2) of the Series A Designations {in
which case this Subsection (2} shall not apply to such transaction), any assels remaining after
preferential amousts have been paid to the holders of the Series A Preferred Stock wnder
Subsection (2) of the Qeries A Designations ¢hall be distributed on a per share pro rata basis to
the holders of the Series A Preferred Stock, Series B preferred Stock and Common Stock in an
amount as would have been payable had each share of Series B Preferred Stock been converted
10 Common Stock immediately prior to such Liquidation or Sale or Merger.

For puposes of these Designations, a “Sale or Merger” shall mean any of the following:
(x) the merger of consolidation of the Corporation into or with another corporation in which the
stockholders of the Corporation immediately preceding such merger ot consolidation (solely by
virtue of their shares or other securities of the Corporation) shall own less than fifty percent
(50%) of the voting securities of the surviving corporation; {y) the sale, transfer or lease (but not
including a transfer or lease by pledge or MOTIZAEC to a bona fide lender), whether in a single
transaction or pursuant io & carios of telated iransactions ot plan, of all or substantially il the
assets of the Corporation, which assets shall include for these purposes fifty percent (50%) or
more of the outstanding voting capital stock of any subsidiaries of the Corporation, the assets of
which constitute all or substantially all the assets of the Corporation aod its subsidiaries taken as

2 whole; or (z) the sale, transfer or lease (but not inchding a transfer or lease by pledge or
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mortgage to a bona fide lender), whether in 2 single transaction or pursuani to 2 seties of related
transactions, of all or substantially all the assets of the subsidiaries of the Corporation, the assets

of which constitute all or substantially all of the assets of the Corporation and such subsidiaries
taken as a whole.

(3)  Voting Rights. Except as set forth specifically below, the holder of each share of
the Series B Preferred Stock shall be entitled to the number of votes equal to the number of
chares of Common Stock into which such share of Series B Preferred Stock would be convertible
under the circurnstances described in Subsection (4) hereof on the record date for the vote or
comsent of stockholders, and shall otherwise have voting rights and powers equal to the voting
rights and powers of the Common Stock. Bach holder of a share of the Series B Preferred Stock
shall be entitled to receive the same priot notice of any stockholders' meeting as provided fo the
holders of Common Stock in accordance with the Bylaws of the Corporation, as well as prior
notice of all stockholder actions to be taken by legally aveilable means in lien of meeting, and
ghall vote with holders of the Common Stock upon amy matier submitted to a vote of
stockholders, except those matters required by law, or by the terms hereof, to be submitted to &
class vote of the holders of Qeries B Preferred Stock. Fractional votes shall not, however, be
permitted, and any fractions shall be disregarded in computing voting rights.

(4)  Conversion. The holders of the Sexies B Preferred Stock shall have gonversion
rights as follows (the “Conversion Rights™):

(2) Optional. Each share of Series B Preferred Stock shall be convertible, at
the option of the holder thereof, at any time afier the date of issuznce of such share at the office
of the Corporation or any transfer agent for the Series B Preferred Stock, inte Comumon Stock.
The number of shares of Common Stock to which a holder of Series B Preferzed Stock shall be
entitled npon conversion chall be the product obtained by multiplying the Conversion Rate of the
Series B Preferred Stock (determined as provided in Qubsection {4)(c) below) by the number of
chares of Series B Preferred Stock being converted. Such conversion shall be deemed to bave
been made immediately prior t© the close of business on the date of the surrender of the shares of
Series B Preferred Stock to be converted in accordance with. the procedures described 1M
Subsection (4)(d) below.

(b)  Automatic.

(&)  If the holders of at least a majority of the then ouistanding shares
of Series B Preferred Stock 5o elect, by delivery of written notice or notices to the Corporation,
each and every outstanding share of Serics B Preferred Stock held by such holders of Series B
Preferred Stock shalt automatically be converted into Cotmon Stock at the then effective
Conversion Rate. Such conversion shall be deemed to have been made immediately prior 10 the
close of business on the date of receipt of the wniten notice described above necessary 10 effect
such conversion. Such conversion shall be auomatic, without need for any further action by such
holders of shares of Series B Preferred Stock and regardless of whether the certificates
representing such shares are surrendered to the Corporation. or its trapsfer agent; provided,
however, that the Corporation shall not be obligated o issue certificates evidencing the shares of
Clommen Stock issuable upon such conversion unless certificates evidencing such shares of
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Series B Preferred Stock so converted are surrendered to the Corporation in accordance with the
procedures described in Subsection (4)(d) below.

(B}  The Corporation shall notify each holder of Series B Preferred
Stock at least ninety (90) days prior to the anticipated effective date of a registration statement
filed by the Corporation under the federal Securities Act of 1933, as amended, covering a
Qualified Public Offering. Upon the closing of, but effective tmmediately prior to, the first sale
in a Qualified Public Offering, each and every share of outstanding Series B Preferred Stock held
by all holders of Series B Preferred Stock shall automatically be converted into Corumon Stock
at the then effective Conversion Rate. Such conversion shall be automatic, without need for any
further action by the holders of shares of Series B Preferred Stock and regardless of whether the
certificates representing such shares are surrendered to the Corporation or its transfer agent;
provided, however, that the Corporation shall not be cbligated to issue certificates evidencing the
shares of Common Stock issuable upon such conversion unless certificates evidencing such
shares of Series B Preferred Stock so converted are surrendered to the Corporation in accordance
with the procedures described in Subsection (4)(d) below. Upon the conversion of the Series B
Preferred Stock pursuant to this Subsection (@)(d)(B), the Corporation shall promptly send
written notice thereof, by registered or certified mail refum receipt requested and postage
prepaid, by hand delivery or by ovemight delivery, to each holder of record of Series B Preferred
Stock at his or its address then shown on the records of the Corporation, which notice shall state
that certificates evidencing shares of Series B Preferred Stock must be surrendered at the office
of the Corporation (or of its transfer agent for the Common Stock, if applicable} in the manner
described in Subsection (4)(d) below,

(C) No fractional shares of Common Stock shall be issued upon
conversion of Series B Preferred Stock, and any shares of Series B Prefered Stock surrendered
for conversion that wounld otherwise result in a fractional share of Common Stock shall be
redeemed at the then effective Conversion Price per share, payable as promptly as possible when
funds are legally available therefor.

) Canversion Rote. Subject to the provisions of this Subsection (4), the
conversion rate in effect at any time with respect to the Series B Preferred Stock (the
“Conversion Rate™) shall be the quotient obtained by dividing $2.50 by the Conversion Price, as
defined in Subsection (4)(g) hersof.

(d)  Mechanics of Conversion. Before any holder of Series B Preferred Stock
shall be entitled to receive certificates representing the shares of Commen Stock into which
shares of Series B Preferred Stock are converted in accordance with Subsections {4)(a) or
(E)4)(b) above, such holder shall surrender the certificate or certificates for such shares of
Series B Preferred Stock duly emdorsed, at the office of the Corporation or of any transfer agent
for the Series B Preferred Stock, and shall give written notice to the Corporation at such office of
the name or names in which such holder wishes the certificate or certificates for shares of
Comumon Stock to be issued, if different from the name shown on the books and records of the
Corporation. Said conversion notice shall also contain such representations as may reasonably
be required by the Corporation to the effect that the shares to be received upon conversion are
not being acquired and will not be transferred in any way that might violate the then applicable
securities laws. The Corporation shall, as soon as practicable thercafter and int no event later than
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thirty (30) days after the delivery of said certificates, jssue and deliver at such office to such
holder of Series B Preferred Stock, or to the aominee Or NOMINESs of such holder as provided in
guch notice, 2 certificaie Of certificates for the aumber of shares of Common Stock 10 which such
nholder shail be entitied as aforesaid. The person of persons entitled to receive the shares of
Common Stock jssuable upon 3 conversion pursuant 1o Subsections (4)(a) or (3)(b) ghall be
treated for all purposes as the record bolder or tholders of such shares of Common Stock as of the
effective date of conversion specified in such section, All certificates issued upon the exercise 0T
accurrence of the comversion shall conptain a legend governing restrictions upon such shares
imposed by law or agreement of the holder or his or its predecessors.

(e) i fvish r Combinations . mmon _Stock. In the
event the Corporation at any time or from time 0 time afier the Original Issue Date effects 2
subdivision ox combination of ihe outstanding Common Stock into a greater of jesser number of
shayes without 2 proportionate and cotresponding subdivision OF combination of the outstanding
Series B Preferred Stock, then and in each such event the Conversion Price {and the
corresponding Conversion Rate) chail be increased of decreased ptoportionately.

3] Adjustments_for Distributions qnd_ Common_Stock Equivalents. I the
gvent that (subject 10 Subsection (D(B)E) hereof) the Corporation at any time or from time o
time after the Original Issue Date shall make or issue, or fix a record date for the determination
of holders of Common Stock entitled to receive, a dividend of other distribution payable in
additional shares of Common Stock of other securities of rights convertible into of entitling the
holder thereof to receive additional shares of Common Stock (hereinafter referred to 2s
“(gmmon Stock Equivalcnts”) without payment of any consideration by such holder of such
Comrnon Stock Equivalents of the additional shares of Common Stock, and without 23
proportionate and corresponding dividend or other distrbution to holders of Series B Preferred
Stock, then and in each such event the maxirnum pumber of shares (as seot forth in the mstrumment
selating thereto without regard to any Provisions contatned therein for subsequent adjustment of
such nwmber) of Cormmeon Stock jgsuable 1 paymeént of such dividend or distribution or Wpon
conYersion or exercise of such Common Stock Equivalents shall be deemed, for purposes of this
Qubsection (4XD), to be issued and outstanding as of the time of such issuance Or, in the event
such a record date shall have been fixed, as of the close of business on such record date. In each
such event the Conversion Price shall be decreased as of the time of such issuance or, in the

event such & record date shall have been fxed, as of the close of business o1l such record date, by
multiplying the Caonversion Price by a fraction,

(a) the numerator of “which shall be the total mumber of shares of
Common Stock issued and outstanding or deemed to be issued and outstanding jmmediately
prior to the timne of such issuance or the close of business on such record date; and

the denominator of which shall be the total number of shares of
Common Stock (x) issued and outstanding of deemed pursnant to the terms hereof to be issued
and outstanding (not inciuding 2nY hares described in clause (Y) immediately below),
immediately prior 10 the time of such jssuance or the close of business o1 such record date, plus
(y) the nurbex of shares of Conunion Stock issnable i payment of such dividend or distribution
or upon convetrsion of exercise of such Common Stock Equivalents; provided, however, that (i)
if such record date shall have been fixed and such dividend s not fally paid or if such
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distribution. is not fully made on the date fixed therefor, the Conversion Price (and the
corresponding Conversion Rate) shall be recomputed accordingly as of the close of business on
such record date and thereafter the Conversion Price (and the corresponding Conversion Rate)
chall be adjusted pursuant to this Subsection (4)(£) as of the time of actual payment of such
dividend or distribution; or (ii) if such Copmon Stock Bquivalents provide, with the passage of
time or otherwise, for any decrease in the number of shares of Common Stock issuable upornt
conversion of exercise thereof {or upon the occurrence of a record date with respect thereto), the
Conversion Price (and the cotresponding Convetsion Rate) computed upon the original issue
thereof (or vpont the ocomsrence of 2 yecord date with respect thereto), and any subsequent
adjustments hased thereon, shall upon any such decrease becoming effective, be recomputed o
reflect such decrease insofar as it affects the rights of conversion ©f exercise of the Comimon
' Stock Equivalents then outstanding; or (iif) upon the expiration of any rights of conversion or
exercise under any unexercised Common Stock Bquivalents, the Conversion Price {and the
corresponding Conversion Raie) gomputed UpPOT the original issue thereof (or upon the
occurrence of & record date with respect thereto), and any qubsequent adjusiments based thereon,
ghall upon such expiration, be recomputed as if the only additional sharcs of Common Stock
issued were the shares of such stock, if any, actually issued upon the conversion or exercise of
such Common. Stock Equivalents; of (iv) in the event of issuance of Common Stock Equivalents
that expire by their terms not more than sixty (60) days after the date of issuance thereof, no
adjustments of the Conversion Price (0f the corresponding Copversion Rate) shall be made unil
the expiration OF exercise of all such Common Stock Bquivalents, whersupon the adjustment
otherwise required by this Subsection {4)(f) shall be made in the manner provided hereir.

(g)  Adjustment of Conversion Rate for Diluting Issues.

(A) Exceptas otherwise adjusted as provided herein, the “Conversion
Price” shall be $2.50. Except as otherwise provided in this Subsection (4)(g), In the event, and
each time as, the Corporation gells or issues any Common Stock ot Commmon Stock Equivalents
following the Original Issue Date, at a per share consideration (as defined below) less than the
Conversion Price then in effect, then the Couversion Price shall be adjusted as provided in
subsection A (E)B) below, and fhe Conversion Raie ghall be a—ppmprlately adjusted. For
purposes of the foregoing, the per share consideration with respect to the cale or issuance of a
share of Common Stock shall be the price pst share received by the Corporation, prior 0 the
payment of 20y expenses, coppmisaions, discounts and othet applicable cOsts. With respect to the
sale or issuance of Cominon Stock Egquivalents that are convertible info of exchangeable for
Common Stock without further consideration, the per share consideration shall be determined by
dividing the minimuin number of shares (as set forth in the jostrument Telating thereto without
regard to any provisions contained therein for subsequent adjustment of such mumber) of
Comrnon Stock issuable with respect 10 such Common Stock Equivalents into the aggregate
consideration received by the Corporation upon the sale or issuance of such Common Stock
BEquivalents. With respect to the issuance of other Common Stock Equivalents, the per share
consideration shall be determined by dividing the minimum pumaber of chares (as set forth in the
instrument relating thereto without regard to any provisions contained therein for subsequent
adjustment of snch number) of Common Stock issuable with respect to such Common Stock
Equivalents jnto the aggregate consideration received by the Corporation upon the sale or
issuance of such Common Stock Equivalents plus the total consideration receivable by the

Corporation upon the conversion or exercise of such Common Stock Bquivalents. The issnance
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of Common Stock or Common Stock Equivalents for no consideration shall be deemed to bean
jssuance at a per share consideration of $.01. In conpection with the sale ot issuance of Common.
Stock and/or Common Stock Equivalents for non-cash consideration, the amount of
consideration sheil be determined by the Board of Directors of the Corporation in good faith.

As used herein, “Additional Shaxes of Common Stock” shall mean either shares of
Common Stock issued, with respect to such adjustments to be made to the Conversion Price and
the Conversion Rate, subsequent to the Original Issue Date, of; with respect to the issuance of
Common Stock Equivaients, the maximum number of shares {as set forth in the instrument
relating thereto without regard to any provisions contained therein for subsequent adjustment of
such number) of Commraon Stock issuable in exchange for, upon convetsion of, or upon gxercise
of such Common Stock Bquivalents.

For the purposes of this Subsection (N(HA), the umber of shares of Common Stock
deemed to be outstanding as of a given date shall be the sum of (i) the number of shares of
Common Stock actually outstanding, (ii) the number of shares of Common Stock into which the
then outstanding shares of Seties B Preferred Stock could be converted if fully converted on the
dey immediately preceding the given date, and (iif) the number of shares of Common Stock that
could be obtained through the exercise or conversion of all other rights, options and convertible

() Upon each issuance of Common Stock for a per share
consideration less than the Conversion Price as in effect on the date of such issnance, the
Conversion Price as in effect on such date shall be adjusted by multiplying it by 2 fraction:

(x) the mumerator of which shall be the number of shares of
Common Stock deemed outstanding (as defined velow) immediately prior to the issuance of such
Additional Shares of Common Stock plus the number of shares of Common Stock that the
aggregate net consideration received by the Corporation for the total number of such Additional
Shares of Common Stock 50 issued would purchase at the Conversion Price ther in effect; and

the denominator of which shall be the number of shares of
Common Stock deemed outstanding (as defined below) immediately priox to the issuance of such
Additional Shares of Comumon Stock plus the number of Additional Shares of Common Stock so
issued.

For the purposes of this Subsection {(4)(E}B), the number of shares of
Coramon Stock deemed to be outstanding as of a given date chall be the sum of (i) the number of
shares of Common Stock actually outstanding, (ii) the number of shares of Cormnon Stock into
which the then ouistanding shares of Series B Preferred Stock could be converted if fully
converted on the day immediately preceding the given date, and (iii) the mumber of shares of
Common Stock that could be obtained through the exercise or conversion of all other rights,
options and convertible securities on the day immediately preceding the given date.

(C) Upon each issuance of Coramon Stock Equivalents that are
exchangeable without further consideration into Commeon Stock for a per share consideration
less than the Conversion Price as in effoct on the date of such issuance, the Conversion Price
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ghall be adjusted a8 provided in this gubsection (#)(g) on the basis that the Addi ional Shares of
Common srock are 1O e ireated 25 having been issued on. fhe date of issuance of the Common
Stock Bquivalents, and the aggregate consideration. peceived BY the Corporation for suc
Common Stock Equivalents ghall be deemed to have heen received for guch Additional Shares of
Common Stock.

@®) VUpos each issuance of Common Stock Equivalens other than
those Jescribed 18 paragmph (Cy of fhis Qubsection (4)(g) for a per share considcration less than
the Conversion Price as in effect on the aste of sach isguance, the Conversion Prico shatl be
adjusted as PO ided in tas Sybsechion (4)Yg) o {he basis that the Additional Shares of Commat
Stock are to be ireated 38 having been jsgued on the date of issuance of such Common Stock
Ecquivalents, and the aggregate consideration received and receivable by the Corporation o2

conversion or exercisé of such Common Stock Equivalenta shall be deemed 10 have been
ceceived for such Addiﬁoml ghares of Common Stock.

Once any Additional Shares of Common Stock have heen treated
a5 having beett issued for the puIpose of this Gubsection (@&)(g), they shall be tyeated as issued
) b .

Adaitionsl apares of Corumon Stock, or the expiration of any options oF rights related 10 such
convertible oF cxchangeable secunities on account of which an adjustment in the Clonversion
Price has been made previously pursuant to this Gubsection (&Xg) such Conversion Price shall
forthwith be readjusted 10 the Conversion Price a8 would have gotained had the adjustment made
wpon the sssnance of guch options, warrants, ights: gecurities OF options of rights related O such
gecurities bestt made upon the basis of the issnance of only the pumber of shares of Common
Stock actually issned wpon the exercise of such options, wartanis of rights, Upon the conversion

43} The foregoing notwithstanding, 10 adjustment of the Conversion
Price and the Conversion Rate shall be made pursuant to this Subsection (A)g)as e result of the

(v P to 3,806,349 ¢hares of Common gtock pursuant to those
certain warrant agreements dated as of December 14, 1999;

¥) W to 5,200,000 chares of Series A Prefened Stock;

(w) &y shares of Commaon Stock upon the conversion of shares
of Series A Preferred Stack OF Qeries B Preferred stock;

(xy oy chares of Common Stock pursuant to which the

Conversion Price and the Conversion Rate ace adjusted under gubsections (e) or () of this
Subsection 4%
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() any shares of Common Stock issued pursuant to the
exchange, conversion or exercise of any Common Stock Bquivalents that were outstanding on
the Original Issue Date; or

(z) up to 1,000,000 shares of Common Stock (which nurber
shall be appropriately adjusted for any stock splits, stock dividends, recapitalizations or singular
events), issued pursuant to options, warrants or rights that may be granted at any time after the
Origipal Issue Date to purchase shares of Commeon Stock in favor of employses, directors,
officers or consultants of the Corporation or any subsidiary thereof pursuant to bona fide
employee stock option plans created in accordance with Section 422 of the Infetnal Revenue
Code of 1986, as amended, or similar subsequent legislation or pursuant to a non-statutory stock
option plan or non-statutory stock option agreements (any such stock option plan or agreement
described in this clause (z) being referred to as an “Authorized Option Plan or Agreement").

()  De Minimis Adjustments. No adjustment to the Conversion Price (and,
thereby, the Conversion Rate) shall be made if such adjustment would result in a change in the
. Conversion Price of less than $.01. Any adjustment of less than $.01 that iz not made shall be
carried forward and shall be made at the time of and together with any subsequent adjustoent
that, on a comulative basis, amounts to an adjustment of $.01 er morc in the Conversion Price.

@ No Impairment. FExcept as provided in Subsection (7) hereof, the
Corporation shall not, by amendment of its Articles of Incorporation or Bylaws or through any
reorganization, transfer of assets, consolidation, merger, dissolution, issue or sale of securities or
any other voluntary action, avoid or seek to avoid the observance or performance of any of the
terms 1o be observed or performed hereunder by the Corporation, but ghall at all times in good
faith assist in the carrying out of all the provisions of this Subsection {4) and in the taking of all
such action as may be necessary or appropriate in order to protect the Conversion Rights of the
‘holders of the Series B Preferred Stock against impairment.

§)] Certificate as to Adiustments. Upon the occurrence of each adjustment or
readjustment of the Conversion Price pursuant to this Subsection (4), the Corporation at its
expense shall promptly compute such adjustment or readjustment in accordance with the terms
hereof and cause independent public accountants selected by the Corporation to verify such
computation and prepare and furnish to sach holder of Series B Preferred Stock a certificate
sefting forth such adjustment or readjustment and showing in detail the facts upon which such
adjustment or readjustment is based. The Corporation shall, upon the written request at any time
of any holder of Series B Preferred Stock, furnish or cause to be furnished to such holder a like
certificate setting forth (i) such adjustments and readjustments, (ii) the Conversion Price and the
Conversion Rate at that fime in effect, and (iii) the number of shares of Common Stock and the
amount, if any, of other property that at that time would be received upon the conversion of
Series B Preferred Stock.

(k)  Natices of Record Date. In the cvent of any taking by the Corporation of a
record of the holders of any class of securities other than Series B Freferred Stock for the
purpose of determining the holders ihereof who are entitled fo receive any dividend or other
distribution, any Common Stock Equivalents or any right to subscribe for, purchase or otherwise
acquire any shares of stock of any class of any other securities or property, or 1o receive any
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other right, the Corporation shall mail to each holder of Series B Preferred Stock, at least twenty
(26) days prior to the date specified therein, a notice specifying the date on which any such
racord is to be taken for the purpose of such dividend, distribution or rights, and the amount and
character of such dividend, distribution or rights.

) Reservation of Stock Issuable Upon Conversion. The Corporation shall at
a1l times teserve and keep available out of its authorized but missued shares of Commeon Stock
solely for the purpose of effecting the conversion of the shates of the Series B Preferred Stock
such nupaber of its ghares of Commeon Stock as shall frem. time to tirne be sufficient to effect the
conversion of all outstanding shares of the Series B Preferred Stock; and if at any time the
mumber of authorized but unissued shares of Common Stock shall be insufficient to effect the
conversion of all then outstanding shares of the Series B Preferred Stock, the Corporation shall
take such corporate action as may, in the opinion of its counsel be necessary to increase its
authorized but unissued shares of Common Stock to such number of shares as shall be sufficient
for such purpose.

(5)  Redemption of Preferred Stock. The Corporation shall at any time on or after
December 14, 2004, upon the receipt of written notice or notices delivered to the Corporation by
any holders of Series B Preferred Stock electing to cause a redemption of such holders’ ghares of
Series B Preferred Stock (the “Electing Holders™), redeem all of the then outstanding shares of
Series B Preferred Stock held by such Electing Holders by paying in cash to the holders thereof
in respect of each such share the Redemption Price (defined below), with one-half of such
payment due thirty (30) days after receipt of such notice of redemption and one-half of such
payment due on the first anniversary of the date of receipt of such notice of redemption. The
price payable for sach redeemed share of Series B Prefemred Stock (the “Redemption Price”)
shall be equal to the Appraised Value (as defined below) of each such share as of the date of the
request for redemption.

The Appraised Value shall be the fair market value of such shares, as established by the
Board of Directors in good faith following such request for redemption {which Appraised Value
ghall not include a discount for minority ownership interest or illiquidity), and each holder of the
Series B Preferred Stock shall be motified in writing of such value upon receipt by the
Corporation of a request for redemption. If, however, any Electing Holders shall give the
Corporation written notice prior to the scheduled redemption that he, it or they disagree with the
value placed upon the Series B Preferred Stock, then the Electing Holders and the Corporation
shall attempt to agree uwpon an Appraised Value. Should the Electing Holders and the
Corporation be unable to agree during the twenty (20)-day period immediately following the
giving of the written mnotice of such disagreement as to the Appraised Value without the
employment of appraisers, then they shall each select an appraiser experienced in the business of
evaluating or eppraising the market value of stock. The appraisers so selected (the “Initial
Appraisers”™) shall, on or prior to the scheduled redemption, appraise such shares to be redeemed
as of the date of the scheduled redemption. The appraisers shall not discount the shares of Series
B Preferred Stock for minority ownership interest or illiquidity. If the difference between the
resulting appraisals is not greater than ten percent (10%), then the average of the appraisals shall
be decmed the Appraised Value; otherwise, the Initial Appraisers shall select an additional
appraiser (the “Additional Appraiser”), who shall be experienced in a manner similar to the
Initial Appraisers. If they fail to select such Additional Appraiser as provided above, then cither
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the Electing Holders or the Corporation may apply, after written notice to the other, to any judge
of any court of general jurisdiction for the appointment of such Additional Appraiser. The
Additicnal Appraiser shall then choose from the valnes determined by the Initial Appraisers the
valye that the Additional Appraiser considers closest to the fair market value of the Series B
Preferred Stock, and such value shall be the Appraised Value. The Additional Appraiser shall
forthwith give written notice of his determination to the Corporation and the Electing Holders.
Fach party shall pay the expenses and fecs of the appraiser selected by him or it, and, if an
Additional Appraiser is employed, the party who selected the Initial Appraiser whose value
determination was rejected by the Additional Appraiser shall pay all the expenses and fees of the
Additional Appraiser.

On or before the date of 2 scheduled redemption, each holder of shares required to be
redeemed shall surender the cextificate representing such shares to the Corporation and shall
receive payment of the first installment of the Redemption Price for such shares in cash. If less
than all the shares represented by a surrendered certificate are redeemed, the Corporation shall
issue a new certificate representing the varedesmed shares.

The right to redemption established by this Subsection (5) shall be deemed absalute and
vested upon the occurrence of the conditions specified herein; however, actual redemption under
this Subsection (5) shall be subject to the legal availability of funds and, to the extent delayed,
shall oceur as soon thereafter as and when funds are legally available therefor, with interest at the

per anpum rate armounced by NationsBank, N.A., as its prime lending rate plus two percent (2%)
per annum for the period of each delay.

(6)  Preemptive Rights. The holders of Series B Preferred Stock shall have the right
of first refusal to purchase any New Securities (as defined in this Subsection (6)) that the
Corporation may, from time to time, propose to sell and issne. This right shall be subject to the
following provisions: '

()  New Securities Defined. *New Securities” shall mean any common stock
or preferred stock of the Corporation, whether now anthorized or not, and rights, options or
warrants to purchase said common stock or preferred stock, and securitics of any type
whatsoever that are, or may become, convertible into said common stock or preferred stock;
provided that "New Securitics” does not include {A) up to 3,806,349 shares of Common Stock
pursnant to those certain warrant agreements dated as of December 14, 1999; (8) the issuance of
up to 5,200,000 shares of Series A Preferred Stock; (C) any shares of Common Stock issuable
upon the convetsion of shares of Series A Preferred Stock or Series B Preferred Stock; (D) up to
1,000,000 shares of Common Stock (which number shall be appropriately adjusted for any stock
splits, stock dividends, recapitalizations or similar events), issued pursuant to options, warmrants
or rights that may be granted at any time after the Original Issue Date to purchase shares of
Coramon Stock in favor of employees, directors, officers or consultants of the Corporation or
any subsidiary thereof pursuant to an Authorized Option Plan or Agreement; (E) any shares of
Common Stock issued pursuant to the exchange, conversion or exercise of any Common Stock

- Equivalents that were outstanding on the Original Tssue Date; (F) securities offered to the public
pursuant fo a registration statement under the federal Securities Act of 1933, as amended; (G)
shares of the Common Stock, Series A Preferred Stock or Series B Preferred Stock issued in
connection with any stock split, stock dividend or tecapitalization by the Corporation; or (H) up
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to 240,000 ghares of Common Stock {(or warrants to acquire 240,000 shares of Common Stock)
issued prior to February 1, 2000 in connection with supplier or employment so long as such
issuances and relationships are approved by the Company's Board of Directors.

(6) In the event the Corporation proposes to undertake an isswance of New
Securities, it shall give cach holder of Series B Preferred Stock written motice of its intention,
describing the type of New Securities, the price, the closing date of the offering thereof, and the
general terms upon which the Cotporation proposes to issue the same. Such holder shall be
entitled at any time during the offering of the New Securities to purchase some or all of his or its
pro rata portion of such New Securities for the price and upon the general terras specified in the
notice (and in any case at a price and upon. general terms no more favorable to any of the other
purchasers in such offering), by giving, within twenty (20) days after receiving such notice from
the Corporation, written notice to the Corporation of such election stating therein the time and
place of the elosing of such purchase, which must be a date no later than ten (10) days following
the closing date of the offering specified in the notice given by the Corporation or any extended
closing date thereof. For purposes of this Section (6), each holder's pro rata portion of New
Securities shall be equal to a fraction, (i) the numerator of which is the sum of the number of
shares of Common Stock into which shares of Series A Preferred Stock and Series B Preferred
Stock held by such holder immediately prior to such issuance have been converted since the
Original Issuance Date and the number of shares of Common Stock into which such holder's
shares of Scries A Preferred Stock and Series B Preferred Stock could be converted if fully
converted immediately prior to such issuance and (ii) the denominator of which is the sum of the
number of shares of Common Stock into which any shares of Series A Preferred Stock and
Series B Preferred Stock have been converted since the Original Issuance Date and the number
of shares of Common Stock into which all shares of Seties A Preferred Stock and Series B
Preferred Stock could be converted if fully converted immediately prior to such issuance.

Should any holder of Series A Preferred Stock and Series B Preferred Stock not elect to
purchase his or its pro rata portion of such New Securities in full, the remaining holders of
Series A Preferred Stock and Series B Preferred Stock having elected to purchase their pro rata
portions shall have the right to purchase such remaining, unpurchased portion in addition to their
own, with each such holder having the right to purchase in the proportion that the rmumber of
shares of Series A Preferred Stock and Series B Preferred Stock owned by such holder {prior to
receipt of the above described wiitten notice by the Corporation) bears to the number of shares
owned by all holders of Series A Preferred Stock and Series B Preferred Stock also electing to
purchase such remaining New Secntities. All such purchases shall be made within the same
period specified for closing above.

()  Any offer by the Corporation of securities in addition to those specified in
the notice described in Subsection (6)(b) above, whether on the same or different terms as are
specified therein, shall again require compliance by the Corporation with the terms of this
Subsection (6).

(d)  Therights granted in this Subsection (6) shall terminate imnmediately prior
to a Qualified Publie Offering.
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(7)  Protective Provisions.
()  Actions Beguiring Majority dpproval of Series B Preferred Stock. In

addition to any other rights provided by law and so long as any shares of Series B Preferred
Stock are then outstanding, except where the vote or written consent of the holders of a greater
smumber of shares is required by law or by another provision of the Articles of Incorporation,
without first obtaining the affirmative vote or written consent of the holders of a maj onity of the
iotal number of shares of Series B Preferred Stock outstanding, voting together as a single class,
the Clorporation shall not:

{1 file any certificate of designations, preferences, liraitations and
relative rights of any series of preferred stock or otherwise amend the Corporation’s Articles of
Incorporation, if such action would alter, change or affect the preferences, rights, privileges or
powers of, or resirictions provided for the benefit of the Series B Preferred Stock;

(i)  create of authorize the creation or increase the athorized amount
of any additional class or series of shares of stock, unless the same ranks junior to the Seties B
Preferred Stock as to dividends, redemption and the distribution of assets on the liguidation,
dissolution or winding up of the Corpotation; increase the authorized amount of any additional
class or series of shares of stock unless the same ranks junior to the Series B Preferred Stock as
to dividends, redermption and the distribution of assets on the liquidation, dissolution or winding
up of the Corporation; or ereate Ot anthorize any obligation or security convertible into shares of
Series B Preferred Stock; regardless of whether any such creation, authorizafion or mcrease shall
be by means of amendment to the Articles of Incorporation, or by merger, consolidation or
otherwise;

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

(iv) amendthe provisions of this Subsection (7).

(8)  Notices. Any notice required by the provisions hereof to be given to the holders
of shares of Series B Preferred Stock shall be deemed given on the third business day following
(and not including) the date on which such notice is deposited in the United States Mail
first-class, postage prepaid, and addressed to each holder of record at his address appearing on
the books of the Corporation. Notice by any other means shall not be deemed effective until
actually received.
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