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ARTICLES OF AMENDMENT
TO THE ARTICLES OF INCORPORATION
OF
CAPITAL GROWTH SYSTEMS, INC.

a Florida Corporation "~ :

WITH RESPECT TO SERIES AA CONVERTIBLE PREFERRED STOCK :_: ‘i%,

)

Parsuant fo Section 67,0602 of the <

Florida Business Corporation Act i :;

The undersigned hereby certifies to the state of Florida Department of State that: ;5:,’;‘
25
FIRST:  The name of the corporation is Capital Growth Systems, Toc. (thE )
“Company”).

SECOND: Pursuant to snd in accordance with the power contained in Scction
607.0602 of the Florida Business Corporation Act and Article III of the Compan;y s Articles of
Incarparation, s the same may be supplemented, amanded and restated from time to tims (the.
“Articles of Incorporation™), the Board of Directors of the Company, by resolution duly
adopted through & unsnimous wriiten congent dated Novetaber 6, 2006, claseified end designated
120,000 shares of unissued prefersed stock, par valus $0.0001 per share, of the Company (the
“Preferred Stock™) as Series AA Convertible Preferred Stock with the following preferences,
" conversion and other rights, voting powers, restrictions, limitations es to dividends and other
distribotions, qualifications and terms and conditions of redemption, which hereafter shall be

deemad to be a part of Article ITI of the Articles, with any necessary or eppropriate changcs to
_ ﬂu enumeration or lettering of any section or subsection thereof.:

SERIES AA CONVERTIBLE PREFERRED STOCK:

. ' gres. The designation of this series, which
oongisty of one hundrad twenty thnusand (120 000) shares of Prefarred Stock, is the Series AA

Convestible Preforred Stock (the “Series AA Proferred Stock”) and the face amount shall be . 3

One Thousand Dollars ($1000.00) per share (the “Stated Value™).
2.  Dividends

2.1  Oudinary Dividends. The holders of shures of Serles AA Preferred Stock
{each, & "Holder" and collectively, the "Holders') shall be entitled to receive dividends
("Dividends") on the Secies AA Prefarred Stock, et the rate paid on the Company's common
stoek, $0.0001 par value per share (the “Common Shares™ or "Common Stoek™), whenever -
funds are legelly available and when end as declered by the Company's Board of Directors;
provided, however, the Holders shall not be entitled to receive a dividend of Common Shares or
other sscuritles for which the Conversion Rate is adjusted pursuant to ﬁmﬂnn.'a below.

22  Amendment Dividend If the Authorization Date (ag deﬂned herein) does
not cceur within ons hundred and eighty (180) days following the dste of Initial issuence of
Serles AA Preferred Stock (the “Authorization Deadling™), each outstanding share of Series

-
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ferred Stoock will accrue interest on the Stated Value at & rate equal to ven percent (10%)
;:Enr;um, for the period beginning retronctive to the fssuance date of such share and ending on
the Authorization Date. The dividends hereunder ghall be paid by the Company monthly in
arrears,' on the first day of each month, commencing the month following the Authorization

Deadline and contirming until the Authorization Date.
3, Pogrity.

3.1 Pavmegt of Dissolution, Bic. Upon the ocowrrence and continuance of (i) -
any insolvenoy or bankrupicy proceedings, or any receivership, liquidation, reorganization or
other gimilar proceedings in conmection therewith, commenced by the Company or by its
creditors, as such, or relating to its assets, not stayed or dismissed within sixty (60) days after the
fiting or initiation of the proceedings; or (i) the dissolution or other winding up of the Company,
whether totel or partial, whether voluntary or involuntary and whether or not involving
insolvency or bankruptey proceedings; or (ill) any assignment for the benedfit of creditors or any
marsheling of the material sssets or materinl liabilities of the Company; or (iv) any: (A)
consolidation or marger of the Company, in which the shareholders of the Company prior to such.
transsction do 10t possess, immedintely following such transaction, securities represeating at
least fifty parcent (50%) of the voting power of the surviving entity (ather than & consolidation or
merger in which the Company is the continuing entity and which does not result in any
reclassification of, or change in, the outstanding shares of Common Stock or Preferrad Stock and
which does ot result in a change of ownership of any outstanding shares of Common Stock of
" Preferred Stock); (B) sale of all or substantially all of the Compeany’s assets; or (C) sale (whether ,

. through one'sale or multiple sales during any poriod of time sfier the date hereof) by the

stockholders of the Company of an aggregate of fifty percent (50%) of the voting power of the
.. Company (each, a “Liquidation Eveat™), no distribution shall be made to the holders of afty

" shares of capital stack (other then Parity Securities snd Senior Securities (each as defined”
below)) of the Company unless prior thereio each Holder shall have received the Liquidation = -~
Preference (28 defined balow) with respect to each share of Series AA Prefarred Stock thenheld
by the Holder; provided, however, in the event of a Liquidation Bvent under L
hereof, the Holders, by affirmative vote of Holders holding 2 majority of the issued and -
outstanding shares of Series AA Preferred Stock, may elect 10 waive the provisions of this
Setion 3.1 with respect to such Liquidation Event. Such walver shall be binding on all Holders
of Series-AA Preferred Stock. Distributions may be made to holders of Senior Securities (as
defined below) prior to distributions with respect to Parity Securities. . .

In the event that ypon the occurrence of a Iﬁuida&on Bvent, the asgets available for
disiribution to the Holdsrs of the Series AA Prefarred Stock and to the Lolders of the Parity
Securities are ingufficient to pay the Liquidation Preference with respect io all of the cutstanding
shares of Series AA Preferred Stock and of the Parity Sccuritiey, such assets shall be distributed
Tatably among such shares in proportion to the ratio that the liquidation prefevence payabls oa
each suoh share boars to the aggregate liquidation preforence payable on afl such shares. “Parity
Securitles” moans any Preferred Stock of any series which shall, if the emounts payable thereon
in liquidation are not paid in flill, be entitled to share ratably with the Series AA Preferred Stock
in any distribution of assets, “Junior Securities™ means the Series A Preferred Stock, the Series
. B Preferred Stock, the Comroon Shares, and the shared of any other olass or series of aquity

securities of the Company which (by the terms of the Articles of Incorporation or of an

2
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instrume which the Board of Directors, acting pursuant to ax:ﬂ:m::ity granted in the Articles
‘:f Innorpmo;ytion. shall fix the relative rights, preferences and limitations thereof) shall be
gubordinated or jumior to the rights of the holders of Series AA Preferred Stock upon o
Liquidation Event. “Senlor Securities” means any Preferred Stock _of ary series “:hlch s!:all be
entitled to payments of dividends and/or Liquidation Event distributions on 2 prionty baesis over
Parity Securities and Junior Securities.

32  Liquidstion Prefersuce. The "Liquidation Preference" with respect to 8
ghare of Series AA Preferred Stock shall mean an amount equal to the Stated Value of such share
* plus all ecorued and unpaid Dividends thereon.

3.3  Ranking. 'The Series AA Preferred Stock will rank with respect to rights
upon & Liquidation Event, senior to Junior Securities, as they exist on the date hereof or as the
Junior Securities may Ye constituted from time to time; on & parity with Parity Securities as the
Parity Securities may be constituted fom time to time, and junior to the Senicr Sscurities, 45
they exist on the datehersof or as the Senjor Securities may be constituted from time to time.

4.  Convemion

41 Mandgtory Conversion From snd sfter the date that the Compeny
authorizes (by way of filing & duly authorized an amendment to its Articles of Incorporation) the
issuuncs of not less than 200,000,000 shares of Common Stock (the “Awuthorization Date™), the
Series AA Proforred Stock shall automatically. convert into the number of fully-paid and non-
_ assessable Common Shares, free and clear of any liems, claims, preemptive sights or

sncombrances imposed by or through the Company (the "Convarsion Shares"), as is comput
..." in aocordance with the terma hereof (& "Conversion”). . :

4.2 Repervation  of Comme HAred  lgsuenle ! The
Company shall at sll timss following the Authorization Dats, reserve snd keep gvailable out of
its authorizad but unissued Common Shares, free from any preemptive rights, solely for the.
purpose of effecting Conversions hersunder, the number of its Common Shares (the "Reserved
Amount”) 2 shell from time to time be sufficient to effbct the Conversion of the Series AA
Preferred Stock. I the Company shall issue any securities or make any change in its capital
structure which wonld change the namber of Conversion Shares deliverable upon the Conversion
of the outstanding shares of Series AA Preferred Stock, the Company shall at the same time also
make proper provision so that thereafber there shall be a sufficient number of Common Shares
suthorized and reserved, free from any preemptive rights, for the Conversion.

43  Conversiop Notice. No later than five (5) days following the
Authorization Date, the Company shall deliver a notice to each Holder of such Conversion at its

address as shown on the stock records of the Company or such other address.as any such party -

shall defiver to the Company. Such notios shall e (1) the myniber of Conversion Shares to.
which the Holder i3 entifled, showing the caloulation thereof and the applicable Conversion Rate
and (i) instructions for delivery to the Company of the original of the cartificate or certificates
formerly representing shpres of Serles AA Preferred Stock. No later than sixty (60) days
following the delivery of such notice, each Holder shall send to the Compeny, by overnight mail
or by courier gervics, the original of the certificate or centificates formerly representing shares of



UCC SERVICES Fax:8506816011 Dec 29 2006 15:04 P.OS

i Preferred Stock. In the case of a dispute a8 to the calculation of the Conversion Rate
gter:he: aﬂnbw of Conversion Shares issuable upon a Conversion, the Company shall promptly
issue to the Holder the number of Conversion Shares that are not disputed end shall submit the
disputed calculations to its independent accountants within two (2) business days of receipt of
the Holder's Conversion Notice. The Company shell cause its accountants to caiculete the
Convession Rate as provided herein and to notify the Company and the Holder of the results in
' writing no later than two business days following the day on which it received the disputed
calculations. The accountants' calculation shall be deemed conclusive absent manifest ervor.
The fees of the accountants ahall be borne equally by the Company and the Holder delivering the

Conversion Notice.

4.4 Number of Conversion Sherex. Conversion Ratg Subject to the
provisions of Section 3, below, each share of Serles AA Preferred Stock is convertible, pursuant
to & Conversion, into duly and validly issued, fully paid and nonassessable Common Shares at a
Tata of two thousand, two hundred and twenty two and two/tenths (2,222.2) shares of Common
Stock for cach share of Series AA Prefurred Stock, subject to adjustment as set forth below (this
rate, g5 adjusted from time to time, the "Conversion Rate"). : :

4.3 slivery. o piamon Shares Unon Conversion: Fegand, The Company
shall, no Jater then the close of business on the business day following the dey on which the
original certificate or certificates representing the shares of Seriss AA Preforred Stock. baing
converted are received by the Company (the *Delivery Date®), issue and deliver or consed to be -
delivered to the Holder the number of Conversion Shares a8 determined hercunder. Hach
certificate representing the Conversion Shares shall bear the following legend: .

‘THE SHARES OF COMMON ‘STOCK REPRESENTED BY
THIS CERTIFICATE HAVE NOT BEEN REGISTERED
UNDER THE FEDERAL OR APPLICABLE STATE
SECURITIBS LAWS AND MAY NOT BE SOLD,
TRANSFERRED OR QTHERWISE DISPOSED OF BY THR
HOLDER EXCEPT PURSUANT TO AN EFFECTIVE:
REGISTRATION STATEMENT FILED UNDER THE
SECURITIES ACT OF 1933, AS AMENDED, WITH RESPRCT

* THERETC OR IN ACCORDANCE WITH AN OPINION OF
COUNSEL INFORM AND SUBSTANCE SATISFACTORY TO
THE ISSUER THAT AN EXBEMPTION FROM SUCH .
REGISTRATION AND FROM ANY APPLICABIE STATE
SECURITIES LAWS IS AVAILABLE.

4.6 "NpFmctions] Shares. No fractionsl Common Shares shall be'issued vpon
the Conversion of any Series AA Preferred Stock. Upon any Conversion, in liey of any
fractjonal Share otherwige issuable in respect of the aggregate mmber of Saries AA Preforred
Stock of any Holder that are converted, the Holder shall be entitled to receive a whole share (by
way of igsuance of an ddditional fractlonal share rounded up or by way of deduction of the
factional portion of the share rounded down) fo the nearest whole share as-a result of such
fraction, a3 conclusively determined by the Company's Board of Directors in its sols and
sbsohite good fhith discretion. If more than one share of Series AA Preferred Stock is

4
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surrendered for Conversion at one time by or for the same Holder, the pumber of full Common
Shares issuable upon Conversion thoreof shell bs computed on the basis of the aggregate number
of shares of Series AA Preferred Stock surrendered,

51  Adjustmept. From and after the date’herecf, the Conversion Rats is
subject to edjustment from time to time as provided below in this Section 5.1

() K the Company sets & *Determination Dste" (238 hersinafter defined) with
respect to tho payment of, or the making of, a dividend or other
distribution in Common Shares or other equity securities, or any
indebtedness or other securities convertible into equity securities, with.
-regpect to its Common Shares or other equity securifies, or apy
indebtedness or other securities convertible into equity securities
(including by way of reclassification of any of its Common Shares), ths
Conversion Rate in effect on the day following the Determination Date
shall be incrersed by multiplying the Couversion Rate in effoct on the
Determination Date by 2 fraction, the numerator of which shall be:

(I)  the sum of the mimber of Common Shares outstanding on the
Determination Date, immediately prior o the dividend or other
distribution, plug the total mumber of Common Shares (or the
number of Common Shares into which such sscucities may be
converted), constituting the dividend or other distribution;

and the denominator of which shall be:

(2) the numbérofComon Shares outstanding oiz zheDeteminauun |
Datqaxduding@aofﬁadiviquordisﬁhnim

(i) I outstanding Common Shares are subdivided or split into a greater
number of Common Shares, or combined into a lessor number of Comman
Shares, pursuant to a stock dividend, stock split or otherwise, the
Conversion Rate in effect on the day following such split or combination
shall be increased in the case of a split, or decreased i the cass of a
combination, by multiplying the Conversion Rate in effoct on the date of
the aplit ar combination by & faction, the numerator of which shall be:

(1) the sum of the number of Common Shares .outstanding
immediately after ths split or combination; '

&nd the denominator of which shall be: o

(25 the number of Common Shares outatanﬂing immediately prior to-

the split or combination, exshiding the effect of such split or
- combination. .
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Except for eny Exempt Offeriag (as defined below), if the Company at
any timo after the date hereof sells, tramsfers, or otherwlse conveys
Commoen Shares or other securities convertible into or exercissble for
Common Stock or other equity securities of the Company (the “Issued
Securiiley”) at a price per Common Shere or Common Share equivalent
assuming conversion into Common Shares (the “Sale Pricc”) loas than the
Implied Price (as defined below) on the sale date for the isspance of the
Issued Sequrities (the “Sale Pate™), then the Conversion Rate in effect on
the dats immediately prior to the Sale Date shall be adjusted so that it shall
equal the number determined by dividing the Stated Value by the Sales
Price. .

The following terms shall have the following meanings in these Articles of
Amendment: _

(1) “Exempt Offering” shall mean the issuance of (i) Commop
Sheres pursuant to the exercise of any Proferred Stock, warrants,
stock options, and other convertibie securitiss cutstanding as of the
date hereof; and (if} isclated issuances of shares of capital stock of
the Company at jess than the Ymplied Price provided the aggregate
proceeds received or receivable therefrom (in the event such:
securitios are exercisable or convertible) totals under $500,000 in
the aggregate. ,

(2  “Impflied Price” shall mean an amount equal 1o the Stated Value
divided by the Conversion Rate (as adjusted for gtock splits, stock
dividends, recapitelizations, reclassifications or similer
transactions). . E

IIssued Securities are issued for a consideration part or all of which shall
be cash, the cash considergtion inoluded in determining the Sale Price
ghall be the amount of such cash received by the Company, provided that
1o deduction shall be mude for eny commissions, discounts or expenses
incurred by the Company for any underwriting of the Issued Securities or

" gtherwise in connection tharewith. If ¥ssued Securities are issued for 2

(v

consideration in whols or in part other than cash, the value of the non-cash

consideration included in determining the $ale Price shall be the fir value
theroof as detenmined in good faith by the Company's Boand of Directors.

For the purposes of this Section J, the aumber of Common Shares at any
time outstanding (i) shall include, in addition to outstanding Common
Shares, the mumber of Common Shares into which the Series AA Preferred
Stook, the Series A Preferned Stack, the Series B Preforred Stook, or any
of'the Company's other equity securities, convertible indebtedness or other
securitien oonvertible into Common Shares (spacificeily excludsd from the
eforesai] computation sre any Common Shares underlylng any
outstanding options or warrants to acquire any cless of preferred stock or
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of Common Stock of the Company); and (i) shail not include treasury
ghares, For the purposss of this Section S, the number of Common Shares
constituting the dividend or other distribution shall include., if applicable,
Common Shares represented by cash issued in lieu of fractional Common
Shares. The increase in the Conversion Rate will becoms effective on the
day following the Determination Date. Tht "Determination Date"
meany, with respect to any dividend or other distribution, the date fixed for
the deterrination of the holders of Common Shares or other equity
securities of the Company entitled to receive the dividend or distribution

(vii) Al adjustments to the Conversion Rate will be calculated to the nearest
1/100th of a Common Share. No adjustment in the Conversion Rate will
be required unless the adjustment would require an increase or decrease of
at least one percent in the Conversion Rate; provided, however, that any
adjustments which by reason of this Section 5.1(iv) are not required to be
‘made shall bo carried forward and taken tnto account in any subsequent
adjustment.  All adjustments to the Conversion Rate shell bs made
successively.

i 52 gnizat idation. Merper. Salo of Assets. If
there shall occur any (i) capital reorganization or any reclessification of the Common Shares or
other equity securities of the Company, (ii) consolidation or merger of the Company, or a sale of
all or substantially all of the Compeny's assets for cash or securities or gny other property, (each,.
. an "Organic Change"), each outstanding share of Series AA Preferred Stock shall thereafter be-
convertible info the munber of shares or other securities or propesty to which g holder of the

v, nuniber of Common Shares deliverabls upon conversion of sach share of Series AA: Preforred

Stock would have been. sntitied upon the Organic. Change. Appropriste adjustment -(as.
determined by the Company and the holders of a majority of the outstanding Shares of Series AA.
Prefiered Stock) shall be mede in the application of the provisions hereof with respect to the
rights of the Holders 5o that ths provisions hereof (inctuding, without limitation, provisions with
respect to changes in and other adjustments of the Conversion Rate) shall -thereafter, bo
applicable, as nearly as reasonsbly practicable, in relation to any shsres or other property
thereafter deliverabls upon the conversion of the Series AA Preferred Stock.

53  Cortifiosts a5 to Adjnstments, - Upon the occurrence of each adjustment or
readjustment of the Conversion Rete with respect to the Series AA Preferred Stock. pursuant to |

this Section S, the Company, at its expense, shall compute such adjustment or readjustment in
accordance with the terms hereof and prapars and furnish to each holder of Serles AA Prefearred

Stock & certificate setting forth such adjustment or readjystment and showing in detail the facts
upon which such adjustment or readjustment is based. The Company shall, upon the written
request st any time of any Holder, fornish or cause to bo furnished to much Holder a like
certificate setting forth (8) such adjustment and readjustment, (b)the Conversion Rats, apd
(c) the number of shares of Common Stock and the amouxt, if any, of other property which at the
time would be received upon the conversion of a share of Series AA Preferred Stock

6. - Yoting
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6.1  Qeneral Except &s otherwise provided by law, the Holders of the Series
AA Preforred Stock and the holders of Common Shares shall vote as one class in any and all
matters with respect to which holders of Comman Shares bave voting or consent rights. Each
gharo of Serios AA Preferred Stock shall be entitled to cast the number of votes equal to the
qumber of Conversion Sheres into which & share of Series AA Preferred Stock is then
convertible; provided, however, that any fraction of a vote shall be rotmd'ed up or down, a8 the
case may be, to the nearsst whale vote, The Conversion Rate to bo used in connection with the
foregoing shall be the Conversion Rate in effect on the date fixed for the determination of
holders of Common Shares entitled to vote on the matter.

6.2 Protactive Pravision. In addition to any class or series votes or consents
required by law, the Company shall not, without first obtaining the approval of the Holders of
not legs than a majority of the then outstanding shares of Series AA Prefarred Stock, or their
deslgness, (i) oreate any new class of Sepior Securities or (ii) alter, repeal or change the rights,

or privileges of the Series AA Preferred Stock (including any supplement,
smendment andfor restatement of these Articles of Amendment) so as to materielly and
adversely sffect the Series AA Preforred Stock. '

7, . Tha term "Rolder” or "Holders” wherever ussd henein with

P.09

respect to 8 holder or holders of shares of Series AA Proferred Stock shall mean the holder or
"holders of record of such shares ms set. forth on the stock transfer record of the Company, .

L Whensver any notice is required to be given under these Articles of Amendment, such notice

‘may be given personally or by mail. Any notice given to & Folder of any shage of Series AA .

Preforved Stock ehall be sufficient if given to the holder of record of such share atthe last address” | . .
et forth for such holder on the stock transfer record. of the Company. Any-notice given by faaif =~~~
*.ghall be deemed to heve been given when deposited in the United States mail wn!:zémstage

coples

thereon prepaid. The Company shall send to the holders of'the Seriey AA Preferved Sto

‘of amy notices, statements, of other commmmnications sent to the bolders of the Common Stock """

and of the setting of a record date for the holders of the Common Stock for any purpose,

© - -8 - Nolmpairment Subject to the terms of Seetion 9 below, the Compeny will not,

by emendment of its Articles of Incorporation, avoid or seek to avoid the observance or
periormance of any of the terms 10 be cbserved or performed hereunder by the Company, but
will at all times in good fhith assist in the carrying out of all the provisions of these Articles of
Amendment and in the taking of all such action a3 may be netessery or appropriate in order to
protect the rights of the holders of the Series AA Preferred Stock egeinst impairment.

9,  Amondment This Certificats may only be amended from time 10 time by written
consent of the Company and the Holders of a majority of the issued and ountstanding shares of
Seriss AA Preferrod Stock. ‘ _

THIRD: The Series AA Preforred Stock have been classified and designated by the
Board of Directors of the Company under the authority confained in the Articles. :

FOURTH: These Articles of Amendment contain amendments to the Company’s
Articles of Incorparation that do not reguirs shareholder approval, The Board of Directors of the
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AN

Compeny, by resolution duly adopted by written consent eﬂ'ective as of November 6, 2006,
approves thege Articles of Amendment. - :

FYIFTH: The undersigned acknowledges these Articles of Amendment to be the act of the
Company and, as to all matter and facts required to Yo verified under oath the undersigned
acknowiedges that, to the best of his knowledge, information and belief, these matters and facts
are true in 2fl material rospects and that this stetement is made under penalties for perfury.

' IN WITNESS WHERBOF, Capital Growth Systems, Ync. has caused thése Articles of
Amendment, Preferences, and Rights of the Series AA Convertible Preferred Stock to be
exscuted by its duly authorized officer this30_ day of November, 2006.

CAPITAL 'YSTEMS, INC.
By:

Chief Executive Officer

10259623



