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ARTICLES OF AMENDMENT F E §; i

T0
ARTICLES OF INCORPORATION g7 JUL -9 P 2: 3|
OF
DEKA MEDICAL. INC. SECRETARY OF STATL

TALLAHASSEE FLORIDA

Pursuant to the provisions of section 607.10086, Florida Statutes, DEKA
Medical, Inc., a Florida profit corporation, adopts the following articles of amendment
to its articles of incorporation:

FIRST: That the shareholders of DEKA Medical, Inc. have approved an
amendment to Article lll, and hereby advise that Article Il} shall be amended in its
entirety to read as follows:

“ARTICLE Ili

L This corporation shall have the authority to issue 11,000,000 shares of
capital stock, of which 1,000,000 shares shall be Preferred Stock, $0.01 par vaiue
{"Preferred Stock"}, and 10,000,000 shares shall be Common Stock, $0.01 par value
{"Common Stock”}. The Preferred Stock shall be issued in one or more classes or
series as set forth below. The Common Stock and the Preferred Stock shall each have
the powers, preferences and rights, and qualifications, limitations and restrictions as
set forth below.

A. Common Stock

1. Pividends. Dividends may be paid on the Common Stock as and when
declared by the Board of Directors; provided, however, that no dividends may be paid
on the Common Stock as long as any Series B Preferred Stock is outstanding.

2. Voting Bights. The holders of shares of Common Stock shall be entitled
to one vote for each share so held with respect to all matters voted ‘on by the
shareholders of this corporation.

3.  Liguidation Rights. Subject to the prior and superior right of the Preferred
Stock or any class or series thereof, upon any voluntary or involuntary liquidation, I
dissolution or winding up of affairs of this corporation, the holders of Common Stock S
shall be entitled to receive that portion of the remaining funds to be distributed by this
corporation. Such funds shall be paid to the holders of Common Stock held by each
of them pro rata.

B. Praferred Stock L

1. DReasignation of Serles. The Preferred Stock of this corporation shall
consist of:



{a) 140,000 shares of Series A Preferred Stock ("Series A Preferred
Stock"), the powers, preferences and rights, and qualifications, limitations and
restrictions of which are set forth below;

{b) 125,000 shares of Series B Preferred Stock {"Series B Preferred
Stock"), the powers, preferences and rights, and qualifications, limitations and
restrictions of which are set forth below; and

(c) 735,000 shares of Preferred Stock, for which the Board of
Directors of this corporation shall hava the power to fix by resolution or
resolutions the powers, preferences and rights, and qualifications, limitations
and restrictions, including, dividing the Preferred Stock into one or more classes
or series having the same or different powers, preferences and rights, and
qualifications, limitations and restrictions as the Board of Directors shall fix,
subject to Section 3 below.

2. DRividends. The holders of the Preferred Stock shall be entitled, when and

if declared by the Board of Directors, consistent with Florida law, to cash dividends

T and distributions out of funds of this corporation legally avsilable for that purpose.
T With respect to the declaration, payment and setting apart of dividends, other than in

o~ Common Stock, whether of cash, securities of other persons, evidences of
indebtedness, assets, Convertible Securities (as defined below), Options {as defined
below} or rights to acquire any of the above, the holders of Preferred Stock shall be
entitled to participate with the Common Stock and receive, before any dividends shall
be declared and paid upon or set aside for the Common Stock, the same dividends or
distributions, on an as-converted basis, as are proposed to be distributed to the holders
of Common Stock. Each share of Preferred Stock shall be treated for purposes of such
participation as being equal to the number of shares of Common Stock {which may be
a fraction) into which such share could then be converted.

3. Voting Rights.

{a) General. Except as otherwise required herein or by law, a holder
of each share of Series A Preferred Stock and Series B Preferred Stock shall be
entitled to vote, together with the Common Stock and not as a separate class,
on all matters presented for the vote or consent of shareholders and shall be
entitled to the number of votes per share that he would have been sentitied to
had he converted his shares of Preferred Stock into shares of Common Stock
immediately prior to the record date for the determination of shareholders
entitied to vote on such matters or, if no record date is established, on the date
such vote is taken or any written consent of shareholders is solicited.

{b) Serjas A Preferred Stock. The affirmative consent or vote of a S——
majority of the outstanding shares of Series A Preferred Stock, voting as a ST
class, shall be required with respect to (i} the entering into by this corporation
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of any agreement or understanding or otherwise incurring any obligation which
by its terms would materially violate, modify or cancel the rights of holders of
Series A Preferred Stock hereunder, or (i} changing the relative rights of holders
of Series A Preferred Stock as to the payments of dividends or liquidation
preferences in relation to such rights of holders of any other capital stock of this
corporation.

{c) Series B Preferred Stock. The affirmative consent or vote of a
majority of the outstanding shares of Series B Preferred Stock, voting as a
class, shall be required with respect to (i} the entering into by this corporation
of any agreement or understanding or otherwise incurring any obligation which
by its terms would materially violate, modify or cancel the rights of the holders
of Series B Preferred Stock hersunder; (ii) the creation, by reclassification or
otherwise or the issuance of, any new class or series of capital stock of this
corporation having preference senior to, or convertible into any class or series
of any capital stock of this corporation having preference senior to, the Series
B Preferred Stock; (iii} the redemption of any shares of capital stock of this
corporation {other than pursuant to employment agreements and shareholders'
agreements to which the holders of a majority of the outstanding shares of
Series B Preferred Stock have consented); {iv) any action which would result in
any merger, consolidation, corporate reorganization, or any transaction in which
all or substantially all of the assets of this corporation are sold, leased,
transferred or otherwise disposed of (other than a mere reincorporation
transaction or one in which the holders of capital stock of this corporation
immediately prior to such merger or consolidation continue to hold at least a
majority of the voting power of the surviving corporation); (v) the amendment
of the bylaws of this corporation in a manner that would adversely affect the
rights of the holders of the Series B Preferred Stock; (vi) the issuance to
employees of this corporation of any options, warrants or other obligations or
securities which are directly or indirectly convertible into or exchangeable for
shares of any series or class of capital stock other than options to purchase
shares of Common Stock issued or issuable pursuant to a stock option, bonus
or incentive plan approved by this corporation's Compensation Committee; {vii}
the issuance to any Management Shareholder {as such term is used in the
Investment Agreement dated July 9, 1997 by and among this corporation, Kitty
Hawk Capital Limited Partnership and the Management Sharsholders named
therein (the "Investment Agreement”)) of any options, warrants or other
obligations or securities; (viii) changing the nature or character of this
corporation’s core business of producing, selling or distributing medical products
or services; or (ix) the liquidation, dissolution or winding-up of this corporation.

4.  Lliguidation Preference.

{a) In the event of any liquidation, dissolution or winding up to this
corporation, either voluntary or involuntary, or any sale or disposition of all or
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substantially all of the assets of this corporation or the merger of this
corporation with or into another person (collectively, a "Liquidating Event"}, the
holders of the Series B Preferred Stock shall be entitled to receive, prior and in
preference to any distribution of any of the assets of this corporation to the
holders of the Series A Preferred Stock or Common Stock by reason of their
ownership thereof, an amount equal to $8.00 per share {pius an amount equal
to accrued and unpaid dividends on such shares if any), subject to the
appropriate adjustment in the event of stock splits, stock dividends and the like
(the "Series B Liquidation Preference"), before any payment shall be made to the
holders of Series A Preferred Stock or Common Stock or any other class or
series of stock ranking in liquidation junior to the Series B Preferrad Stock.

Further, in the event of a Liquidating Event, after the payment in full of
the Series B Liquidation Preference, the holders of the Series A Preferred Stock
shall be entitled to receive, prior and in preference to any distribution of any of
the assets of this corporation to the holders of the Common Stock by reason of
their ownership thereof, an amount equal to $7.50 per share {plus an amount
equal to accrued and unpaid dividends on such shares if any), subject to
appropriate adjustment in the event of stock splits, stock dividends and the like
{the "Series A Liquidation Preference™), before any payment shall be made to
the holders of Common Stock or any other class or series of stock ranking in
liquidation junior to the Series A Preferred Stock.

If upon the occurrence of any Liquidating Event, the assets of this
corporation are insufficient to pay the full Series B Liquidation Preference, then
all of the assets of this corporation available to pay the Series B Liquidation
Preference shall be distributed to the holders of Series B Preferred Stock pro
rata so that each shareholder receives that portion of the total amount of assets
available for distribution as the number of sheres of Series B Preferred Stock
held by that shareholder bears to the aggregate number of issued and
outstanding shares of Series B Preferred Stock.

If upon the occurrence of a Liquidating Event and after the payment in full
of the Seriss B Liquidation Preference, the assets of this corporation are
insufficient to pay the full Series A Liquidation Preference, then all of the assets
of this corporation available to pay the Series A Liquidation Preference shall be
distributed to the holders of Series A Preferred Stock pro rata so that each
shareholder receives that portion of the total amount of assets available for
distribution as the number of shares of Series A Praferred Stock held by that
shareholder bears to the aggregate number of Issued and outstanding shares of
Series A Preferred Stock.

Written notice of any such Liquidating Event stating a payment date, the
place where such payment shall be made, the amount of each Series A
Liquidation Preference and Series B Liquidation Preference payment and the
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amount of accrued and unpaid dividends to be paid shall be given by first class.
mail, postage prepaid, not less than 30 days prior to the payment date stated
thersin, to each holder of record of the Preferred Stock at such holder's address
as shown in the records of this corporation.

Any assets of this corporation remaining after the payments of the Saries
A Liguidation Preference shall be distributed proportionally arnong the holders
of outstanding shares of Common Stock based on the number of shares held by
each such holder.

{b) For the purposes of paragraph (a), any merger or consclidation of
this corporation into or with any other corporation or entity, or a sale,
conveyance, mortgage, transfer, license, pladge, lease or other disposition of
all or substantially all of the assets of this corporation, shall be deemed to be a
Liquidating Event, unless the shareholders of this corporation immediately prior
thereto shall, immediately thereafter, hold as a group the right to cast at ieast
a majority of the votes of all holders of voting securities of the resulting or
surviving corporation or entity on any matter on which any such holders of
voting securities shall be entitled to vote.

{c) For purposes of paragraph {a), if any assets distributed to
shareholders upon liquidation of this corporation consist of property other than
cash, the amount of such distribution shall be deemed to be the fair market

value thereof at the time of such distribution, as determined in good faith by the
board of directors of this corporation.

5, Conversion. The holders of Series A Preferred Stock and Series B
Preferred Stock shall have conversion rights as follows:

{a) Riaht to Convert. Each share of Preferred Stock shall be
convertible, at the option of the holder thereof, at any time after the date of
issuance of such shares at the principal office of this corporation or any transfer
agent for the Common Stock, into such number of fully-paid and nonassessable
shares of Common Stock as is determined by dividing {i) in the case of the
Series A Preferred Stock, $7.50, subject to appropriate adjustment for stock
splits, stock dividends and the like, and, in the case of the Series B Preferred
Stock, $8.00, subject to appropriate adjustment for stock splits, stock dividends
and the like, by (ii) the Conversion Price for such series of Preferred Stock in
effect on the conversion date {determined as hereinafter provided). The initial
Conversion Price for the Series A Preferred Stock (the "Series A Conversion
Price") shall be $7.50. The initial Conversion Price for the Series B Preferred
Stock {the "Series B Conversion Price") shall be $8.00. Such Conversion Prices
shall be subject to adjustment as hereinafter provided.




(b}  Meghanics of Conversion. Before any holder of Preferred Stock
shall be entitled to convart the same into full shares of Common Stock, the
holder shall surrender the certificate or certificates therefor, duly endorsed for
transfer, at the office of this corporation or any transfer agent of this
corporation and shall give written notice to this corporation at such office that
he elects to convert the same, such notice to state the name or names and
addresses to which certificates for Common Stock will be issued. No fractional
shares of Common Stock shall be issued upon conversion of Preferred Stock.
In lieu of any fractional shares to which the holder would otherwise be entitled,
this corporation shall pay cash equal to such fraction multiplied by the then
effective Conversion Price. This corporation shall, as soon as practicable
thereafter, issue and deliver at such office to such shareholder, or to a third
party such shareholder may designate in writing, a certificate or certificates for
the number of shares of Common Stock to which he shall be entitled as
aforesaid and, a check payable to the shareholder in the amount of any cash SRR
amounts payable as the resuit of conversion into fractional shares of Common
Stock plus all accrued but unpaid dividends, if any, through the date of
conversion of the shares to be converted, and if less than ail the shares
represented by such certificates are converted, a certificate representing the
shares not converted. Such conversion shall be deemed toc have been made
immediately prior to the close of business on the date of such surrender of the
shares to be converted, and the person or persons entitled to receive the shares
of Common Stock issuable upon such conversion shall be treated for all
purposes as the record holder or holders of such shares of Common Stock on
such date.

If the conversion is a mandatory conversion in connection with an
underwritten offering of securities registered pursuant to the Securities Act of
1933, as amended, the conversion shall be conditioned upon the closing with
the underwriter of the sale of securities pursuant to such offering, in which
eveant the person(s) entitled to receive the Common Stock or other property
issuable upon such conversion shall not be deemed to have converted such
shares until immediately prior to the closing of such sale of securities. Notice
of such conversion in connection with an underwritten offering of securities
shali be given by this corporation by first-class mail, postage pre-paid, to the
holders of Preferred Stock at their addresses shown in this corporation’'s
records, at least ten (10) days prior to the closing date of the sale of such T
securities. On or after the closing date as specified in such notice, each holder e

of Preferred Stock shall surrender his certificate or certificates representing such o
shares for the number of shares of Common Stock to which he is entitled at the
office of this corporation or any transfer agent for the Preferred Stock. This
corporation shall, as soon as practicable thereafter, issue and deliver at such )
office to such shareholder, a certificate or certificates for the number of shares
of Common Stock to which he shall be entitled as aforesaid, and a check :
payable to the holder in the amount of any cash amounts payable as the result
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of a conversion into fractional shares of Common Stock and any declared
unpaid dividends. The conversion shall be deemead to have occurred as of the
close of business on the actual closing date with respect to the sale of such
securitiss, and, notwithstanding that any certificate representing the shares to
be converted shall not have been surrendered, each holder of such Preferred
Stock shall thereafter be treated for all purposes as the record holder of the
number of shares of Common Stock issuable to such holder upon such
conversion.

{c)  Adjustments to Series B Conversion Price for Diluting Issues.

(iy  Snpecial Definitions. For purposes of this Section B(5}{c}, the
following definitions shall apply:

"Options" shall mean rights, options or warrants to
subscribe for, purchase or otherwise acquirs either Common
Stock or Convertible Securities.

"Qriginal Issue Date” for the shares of any Preferred Stock

shall mean the date on which the first share of Series B
Preferred Stock was issued.

" i ities" shall mean any evidences of
S indebtedness, shares or other securities convartible into or
T exchangeable for Common Stock.

IAdditional Shares of Common Stock” shall mean all shares

of Common Stock issued ({or, pursuant to Section
B(5){cMiii}, deemed to be issued) by this corporation after
the Original Issue Date, other than shares of Common Stock
issued or issuable at any time:

(A)  upon conversion of shares of the Preferred Stock
authorized hersin;

(B) as a dividend or distribution to all holders of Common
Stock and/or Preferred Stock authorized herein or a dividend or
distribution on the Preferred Stock above; and

{C) pursuant to the sale of up to 100,000 shares of
Common Stock or Options to purchase such number of shares, or .
any combination thereof, issuable to employees, officers, directors IR
and/or consultants of this corporation provided the issuance is T
approved by the Compensation Committee ot this corporation, '



which number shall be adjusted for stock dividends, splits and
similar events.

(ii) No Adjustment of Conversion Price. No adjustment in the

Conversion Price of a share of Preferred Stock shall be made in respect
of the issuance of Additional Shares of Common Stock unless the
consideration per share for an Additional Share of Common Stock issued
or deemed to be issued by this corporation is less than the Series B
Conversion Price in effect on the date of, and immediately prior to such
issue.

(iiit  Deemed lssue of Additional Shares of Common Stock.
Options_and Convartible Sacurities. In the event this corporation at any
time or from time to time after the Original Issue Date shall issue any
Options or Convertible Securities or shall fix a record date for the
determination of holders of any class of securities entitled to receive any
such Options or Convertible Securities, then the maximum number of
shares (as set forth in the instrument relating thereto without regard to
any provisions contained therein for a subsequent adjustment of such
number) of Common Stock issuable upon the exercise of such Options
or, in the case of Convertible Securities and Options therefor, the
conversion or exchange of such Convertible Securities, shall be deemed
to be Additional Shares of Common Stock issued as of the time of such
issue or, in case such a record date shall have been fixed, as of the close
of business on such record date, provided that Additional Shares of
Common Stock shall not be deemsd to have been issued unless the
consideration per share {determined pursuant to Section B(5)(c) hereof}
of such Additional Shares of Common Stock would be less than the
Series B Conversion Price in effect on the date of and immediately prior
to such issue, or such record date, as the case may be, and provided
further that in any such case in which Additional Shares of Common
Stock are desmed to be issued:

(A)  no further adjustment in the Series B Conversion Price
shall be made upon the subsequent issue of Convertible Securities
or shares of Common Stock upon the exercise of such Options or
conversion or exchange of such Convertible Securities;

(B) if such Options or Convertible Securities by their
terms provide, with the passage of time or otherwise, for any
change in the amount of consideration payable to this corporation,
or change in the number of shares of Common Stock issuable,
upon the exercise, conversion or exchange thereof, the Series B
Conversion Price computed upon the original issue thereof (or upon
the occurrence of a record date with respect thereto), and any

8




subsequent adjustments based thereon, shall, upon any-'si
change becoming effective, be recomputed to reflect an
appropriate increase or decrease reflecting such change insofar as
it affects such Options or the rights of conversion or exchange
under such Convertible Securities;

(C)  upon the expiration of any such Options or any rights
of conversion or exchange under such Convertible Securities which
shall not have been exercised, the Series B Conversion Price
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 such expiration, be
recompuied as if:

(1) in the case of Convertible Securities or Options
for Common Stock, the only Additional Shares of Common
Stock issued were shares of Common Stock, if any, actually
issued upon the exercise of such Options or the conversion
or exchange of such Convertible Securities and the
consideration received therefor was the consideration
actually received by this corporation for the issue of all such
Options, whether or not exercised, plus the consideration
actually received by this corporation upon such exercise, or
for the issue of all such Convertible Securities which were
actually converted or exchanged, plus the additional
consideration, if any, actually received by this corporation
upon such conversion or exchange, and

{2) in the case of Options for Convertible
Securities, only the Convertible Securities, if any, actually
issued upon the exercise thereof were issued at the time of
issue of such Options, and the consideration received by
this corporation for the Additional Shares of Commeon Stock
deemed to have been issued was the consideration actually
received by this corporation for the issue of all such
Options, whather or not exercised, and the consideration
deemed to have been received by this corporation upon the
issue of the Convertible Securities with respect to such
Options were actually exercised;

(D)  no readjustment pursuant to clause (B} and (C) above
shall have the effect of increasing the Series B Conversion Price to
an amount which exceeds the lower of {x) the Series B Conversion
Price on the original adjustment date, or (y) the Series B
Conversion Price that would have resulted form any issuance of
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Additional Shares of Common Stock {other than such Options or
Convertible Securities) between the original adjustment date and
such readjustment; and

{(E)}  in the case of any Options which expire by their
terms not more than thirty {30) days after the date of issue
thereof, no adjustment of the Series B Conversion Price shall be
made until the expiration or exercise of all such Options,
whereupon such adjustment shall be made in the same manner
provided in clause (iii) above.

fiv)  Adjustment of Series B Conversion Price Upon Issuance of
Additional Shares of Common Stock. In the event this corporation shall
issue Additional Shares of Comman Stock {including Additional Shares
of Common Stock deemed to be issued pursuant to Section B(S){a)liii}}
without consideration or for a consideration per share less than the Serigs
B Conversion Price in effect on the date of, and immediately prior to such
issue (a "Dilutive Issuance"), then and in such event, the Series B
Conversion Price shall be reduced, concurrently with such issue, in order
to increase the number of shares of Common Stock into which the shares
of Series B Preferred Stock are convertible, to a price {(calculated to the
nearest cent) determined by multiplying the Series B Conversion Price by
a fraction (x) the numerator of which shall be (1) the number of shares
of Common Stock outstanding immediately prior to such issue (inctuding
shares of Common Stock issuable upon conversion of any outstanding
Options or Convertible Securities), plus (2) the number of shares of
Common Stock which the aggregate consideration received by this
corporation for the total number of Additional Shares of Common Stock
so issued would purchase at the Series B Conversion Price, and {y) the
denominator of which shall be {1) the number of shares of Common
Stock outstanding immediately prior to such issue (including shares of
Common Stock issuable upon conversion of any outstanding Options or
Convertible Securities), plus (2) the number of such Additiona! Shares of
Common Stock so issued, provided that the Series B Conversion Price
shall not be so reduced at such time if the amount of such reduction
would be an amount less than $0.01, but any such amount shall be
carried forward and reduction with respect thereto made at the time of
and together with any subsequent reduction which, together with such
amount and any other amount or amounts so carried forward, shall
aggregate $0.01 or more,

(v}  Determination of Consideration. For purposes of this
Section B{5){c), consideration received by this corporation for the issue
of any Additional Shares of Common Stock shall be computed as follows:
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(A)  Cash; Property: Such bonsidgré‘tloﬁ shall

(1) insofar as it consists of cash, be computed at
the aggregate amount of cash received by this corporation,
excluding amounts paid or payable for interest or dividends
that accrued prior to the issuance date;

(2) insofar as it consists of property other than
cash, be computed at the fair value thereof at the time of
such issue, as determined in good faith by the Board; and

(3) in the event Additional Shares of Common
Stock are issued together with other shares or securities or
other assets of this corporation for consideration which
covers both, at the proportion of such consideration so
received, computed as provided in clauses (1) and (2)
above, as determined in good faith by the Board.

e {B)  Options and Convertible Securities: The consideration
. per share received by this corporation for Additional Shares of
Common Stock deemed to have been issued pursuant to Section .
B{5){c}(iii} shall be determined by dividing: L

{1}  the total amount, if any, received or receivable
by this corporation as consideration for the issue of such
Options or Convertible Securities, plus the minimum ‘“
aggregate amount of additional consideration (as set forth
in the instruments relating thereto, without regard to any
provisions contained therein for a subsequent adjustment of
such consideration) payable to this corporation upon the
exercise of such Options or the conversion or exchange of
such Convertible Securities or, in the case of Options for
Convertible Ssecurities, the exercise of such Options for
Convertible Securities and the conversion or exchange of
such Convertible Securities, by

{2) the maximum number of shares of Common
Stock {as set forth in the instruments relating thereto,
without regard to any provision contained therein for a )
subsequent adjustment of such number, which !
readjustment shall be subject to Section B(S){c)iii}{C) '
hereof} issuable upon the exercise of such Options or the
conversion or exchange of such Convertible Securities.



Adi ts § Subdivisi C Stock Dividend
Compbinations or Consolidations of Common Stock. In the event the
outstanding shares of Common Stock shall be subdivided or increased, by stock
split or stock dividend, into a greater number of shares of Common Stock
without a corresponding adjustment of the Preferred Stock, the Conversion
Price then in effect shall concurrently with the sffectiveness of such subdivision
or payment of such stock dividend, be proportionately decreased. In the event
the outstanding shares of Common Stock shall be combined or consolidated, by
reclassification or otherwise, into a lesser number of shares of Common Stock
without a corresponding adjustment to the Preferred Stock, the Conversion
Price then in effect shall, concurrently with the effectiveness of such
combination or consolidation, be proportionately increased.

(e)  Adjustments for Reclassification, Exchange and Substitution. If the
Common Stock issuable upon conversion of the Preferred Stock shall be
changed into the same or a different number of shares of any other class or
classes of stock, whether by capital reorganization, reclassification or otherwise
{other than a subdivision or combination or shares provided for above), the
Conversion Price then in effect shall, concurrently with the effectiveness of
such reorganization or reclassification, be proportionately adjusted such that the
shares of each class of Preferred Stock shall be convertible into, in lieu of the
number of shares of Common Stock which the holder would otherwise have
been entitled to receive, a humber of shares of such other class or classes
of/stock equivalent to the number of shares of Common Stock that would have
been subject to receipt by the holder upon conversion of such class of Preferred
Stock immediately before that change.

Liquidating Event. If in connection with any Liquidating Event, a holder of
Serigs B Preferred Stock would have raceived, prior to giving effect to the
adjustment to the Series B Conversion Price described in this Section B(5]}(f}, the
amount per share of Common Stock set forth below under the heading “Net
Proceeds Otherwise Received” (as appropriately adjusted for stock splits, stock
dividends and the like} if such holder had converted in full all of its Series B
Preferred Stock to Common Stock immediately prior to the Liquidating Event,
then the Series B Conversion Price shall be adjusted to the amount set forth
below under the heading “Adjusted Series B Conversion Price” {as appropriately
adjusted for stock splits, stock dividends and the like), such adjustment to be
effactive for all conversions of Series B Preferred Stock made immediately prior
to the Liquidating Event:



Net Proceeds QOtherwise Received

Greeter than or equal to $58.50 $8.00
Less than $58.50 but greater than or $7.725
aqual to $56.50

Less than $56.50 but greater than or $7.45
equal to $54.50

Less than $54.50 but greater than or $7.175
equal to $52.50

Less than $52.50 but greater than or $6.90
equal to $50.50

Less than $50.50 but greater than or $6.625
equal to $48.50

Less than $48.50 but greater than or $6.35
equal to $46.50

Less than $46.50 but greater than or $6.075
equal to $44.50

Less than $44.50 but greater than or $5.80
equal to $42.50

Less than $42.50 but greater than or $5.525
equal to $40.50

Less than $40.50 $5.25

(g} Mandatory Conversion. Each share of Series B Preferred Stock
shall automatically be converted into shares of Common Stock upon the closing

of an underwritten public offering pursuant to an effective registration
statement under the Securities Act of 1993, as amended, covering the offer and
sale of shares of Common Stock of this corporation to the public resulting in
gross proceeds to this corporation of not less than $25,000,000 at a price per
share of not less than $24.00, subject to appropriate adjustment in the event
of stock splits, stock dividends and the like. Upon the occurrence of any event
requiring automatic conversion, conversion shall be deemed to have occurred
simultaneously with occurrence of the event notwithstanding that stock
certificates evidencing the Series B Preferred Stock have not been tendered for
conversion. This corporation shall provide each holder of Series B Preferred
Stock affected by the conversion at least ten {10} days’ prior written notice of
the mandatory conversion and the date fixed and place designated (to the
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extent known to this corporation at the time of notice in the case of a
conversion occurring in connection with the closing of a public offering) for
mandatory conversion of the shares and the event which resulted in the
mandatory conversion of the shares into Common Stock. Such notice shall be
sent by first class mail, postage prepaid, to each holder of record of Series B
Preferred Stock at such holder's address as shown in the records of this
corporation. Each holder of Series B Preferred Stock shall surrender his or its
certificate or certificates for all converted shares to this corporation at the place
designated in such notice as soon as practicable after the notice and shall
thereafter receive certificates for the number of shares of Common Stock to
which such holder is entitled. The mechanics for conversion and other
provisions relating to conversion of Preferred Stock into Common Stock set
forth elsewhere in these Articles of Amendment shall apply to the mandatory
conversion of the Series B Preferred Stock.

(h)  Certificate as to Adjustments. Upon the occurrence of each
adjustment or readjustment of the Conversion Price pursuant to this Section
B(5}, this corporation at its expense shall promptly compute such adjustment
or readjustment in accordance with the terms hereof and furnish to each holder
of Preferred Stock a certificate setting forth such adjustment or readjustment
in accordance with the terms hereof and showing in detail the facts upon which
such adjustment or readjustment is based. This corporation shall, upon the
written request at any time of any holder of 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 at the time in effect, and liii} the
number of shares of Common Stock and the amount, if any, of other property
which at the time would be received upon the conversion of Preferred Stock.

(i) BReservation of Common Stogk. This corporation shall, at all times
when any shares of Preferred Stock shall be outstanding, reserve and keep
available out of its authorized but unissued stock, for the purpose of effecting
the conversion of the Preferred Stock, such number of its duly authorized shares
of Common Stock as shall from time to time be sufficient to effect the
conversion of all outstanding shares of Preferred Stock. Before taking any
action which would cause an adjustment reducing the conversion price below
the then par value of the shares of Common Stock issuable upon conversion of
the Preferred Stock, or which would cause the effective purchase price for the
Preferred Stock to be less than the par value of such shares, this corporation
will take any corporate action which may, in the opinion of its counsel, be
necessary in order that this corporation may validly and legally issue fully paid
and nonassessable shares of such Common Stock at such adjusted Conversicn
Price.

(i) Cancellation Upon Conversion. All shares of Preferred Stock which

have been surrendered for conversion as herain provided shall no longer be
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deemed to be outstanding and all rights with respect to such shares, including
the rights, if any, to receive notices and to vote, shall forthwith cease and
terminated except only the right of the holder thereof to receive shares of
Common Stock in exchange therefor and payment of any declared but unpaid
dividends thereon. Any shares of Preferred Stock so converted shall be retired
and canceled and shall not be reissued, and this corporation may from time to
time take such appropriate action as may be necassary to reduce the authorized
Preferred Stock accordingly.

(k) Taxes on Issuance. This corporation shall pay any and all issue
and other taxes that may be payable in respect of any issue or delivery of
shares of Common Stock on conversion of Preferred Stock pursuant hereto.
This corporation shall not, however, be required to pay any tax that may be
payable in respect of any transfer involved in the issue and delivery of shares
of Common Stock in a name other than that in which the Preferred Stock so
converted was registered, and no such issue or delivery shall be made unless
and until the person requesting such issue has paid to this corporation the
amount of any such tax or has established, to the satisfaction of this
corporation, that such tax has been paid.

n Approvals for lssuance. If any shares of Common Stock to be

reserved for the purpose of conversion of shares of Preferred Stock require
registration or listing with, or approval of, any governmental authority, stock
exchange or other requlatory body under any federal or state law or regulation
or otherwise, before such shares may be validly issued or delivered upon
conversion, this corporation will in good faith and as expeditiously as possible
endeavor to securs such registration, listing or approval, as the case may be.

(m)  Valid Issuance: Absence of Liens. All shares of Common Stock
that may be issued upon conversion of the shares of Preferred Stock will upon

issuance by this corporation be validly issued, fully paid and nonassessable and
free from all taxes, liens and charges with respect to the issuance thereof.

{n) No Impairment. This corporation will not, by amendment of these
Articles of Incorporation or through any reorganization, transfer of assets,
consolidation, merger, dissolution, issue or sale of securities or any other
voluntary action, avoid or seek to aveid the observance or performance of any
of the terms to be observed or performed hereunder by this corporation, but will
at all times in good faith assist in the carrying out of all of the provisions of
Section B{5) 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
Preferred Stock against impairment.




This corporation may redesm outstandlng shares of Senes A Preferred Stock at
any time at a redemption price per share equal to $11.25 {subject to appropriate
adjustment in the event of stock splits, stock dividends and the like} plus the
“Series A Accrued Amount.” The Series A Accrued Amount shall equal $0.03
{subject to appropriate adjustment in the event of stock splits, stock dividends
and the like) times the number of months that have elapsed from the date of
issuance of such shares through the date of redemption. This corporation shall
give written notice (the “Series A Redemption Notice”) to the holder of Series
A Preferred Stock at such address as has been last provided by each such party
for purposes of receiving notice setting forth the intent of this corporation to
exercise the right of redemption at least thirty {30) days before the date fixed
for each redemption payment (the “Series A Redemption Date”) and further
specifying in such notice the number of shares to be redesmed and the Series
A Redemption Date. On or before each Series A Redemption Date, each holder
of Series A Preferred Stock to be redeemed, unless such holder converts such
shares into Common Stock, shall surrender the certificate or certificates
representing such shares to this corporation, in the manner and at the price
designated in the Series A Redemption Notice, and thereupon the redemption
price specified above for such shares shall be payable to the order of the person
whose name appears on such certificate or certificates as the owner thereof,
and each surrendered certificate shall be canceled and retired. In the event less
than all of the shares represented by such certificate are redeemed, a new
certificate representing the unredeemed shares shall be issued to the holder of
such shares.

or after July 1, 2004 each holder of Serles B Preferred Stock shall have the
right from time to time to require this corporation to redeem all or any part of
Series A Preferred Stock held by such holder on the following terms:

(it  The redemption price (the “Series B Redemption Price") for
sach share of Series B Preferred Stock shall be $8.00 {subject to
appropriate adjustment in the event of stock splits, stock dividends and
the like} plus the “Series B Accrued Amount." The Series B Accrued
Amount shall equal $.053 {subject to appropriate adjustment in the event
of stock splits, stock dividends and the like) times the number of months
that have elapsed from the date of the issuance of such shares through
the redemption date.

(il  Notice of demand for redemption shall be in writing and shall
be accompanied by the stock certificate or stock certificates representing
shares of Series A Preferred Stock to be redeemed.
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(iiy  Within thirty (30) days following the receipt by this
corporation of demand for redemption and the stock certificate or stock
certificates requesting the shares of Series B Preferred Stock to be
redeemed, this corporation shall deliver to the holder requesting
redemption the Series B Redemption Price in immediately available funds;
provided, however, to the extent this corporation is unable to pay such
amount to the holder because (i) the payment would impair this
corporation’s finances so as to render this corporation insolvent or unable
to pay its debts or obligations in the usual course of business pursuant
to applicable laws, or {ii} the payment would cause this corporation to be
in violation of any applicable provision of corporate law or any other
appilicable law, or any contract, instrument or agreement to which this
corporation is a party and which was executed in connection with or
evidences any debt of this corporation, then this corporation shall pay
{pro rata to the holders, according to the aggregate Series B Redemption
Price to be paid to each holder} the maximum amount that it is permitted
to pay at the time and place specified in this corporation’s notice to the
holder, and the balance shall be payable pursuant to the terms of a
promissory note delivered by this corporation to each holder {collectively,
the “Redemption Notes”). The Redemption Notes shal! provide for the
payment of the aggregate Series B Redemption Price in eight equal
quarterly installments, together with interest at the rate of 10% per
annum. The Redemption Notes may be prepaid without penaity.

(i) This corporation may redeem outstanding shares of Series
B Preferred Stock at any time on or after September 1, 2004 at the
Series B Redemption Price. This corporation shall give written notice (the
"Series B Redemption Notice") to the holders of Series B Preferred Stock
at such address as has last been provided by each such party for
purposes of receiving notice setting forth the intent of this corporation to
exercise the right of redemption at least thirty (30} days before the date
fixed for each redemption payment (the "Series B Redemption Date") and
further specifying in such notice the number of shares to be redeemed
and the Serias B Redemption Date. On or before each Series B
Redemption Date, each holder of Series B Preferred Stock to be
redeemed, unless such holder converts such shares into Common Stock,
shall surrender the certificate or certificates representing such shares to
this corporation, in the manner and at the price designated in the Series
B Redemption Notice, and thereupon the Series B Redemption Price for
such shares shall be payable to the order of the person whose name
appears on such certificate or certificates as the owner thereof, and each
surrendered certificate shall be canceled and retired. In the event less
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than all of the shares represented by such certificate are redeemed, a
new certificate representing the unredeemed shares shall be issued to the
holder of such shares.

(i) In addition to the redemption authorized pursuant to Section
B(6)(cHi) above, this corporation may redeem outstanding shares of
Series B Preferred Stock in accordance with this Section B(6}{c){ii)
following either {A) the failure of the holders of a majority of the
outstanding shares of Series B Preferred Stock to provide affirmative
consent or to vote in favor of any action described in Section B(3) hereof
or {B) the failure of Kitty Hawk Capital Limited Partnership, 1ll to consent
to any material waiver of the covanants set forth in Articie 7 of the
Investment Agreement {any such failure being hereinafter referred to as
a “Negative Vote”). This corporation shall give written notice {the
“Special Redemption Notice”} within thirty {30) days following the
occurrence of a Negative Vote to the holders of Series B Preferred Stock
at such address as has last been provided by each such party for
purposes of receiving notice setting forth the intent of this corporation to
exercise the right of redemption with respect to all outstanding shares of
Series B Preferred Stock at least thirty {30) days before the date fixed for
redemption (the “Special Redemption Date”} and further specifying the
Special Redemption Date. On or before the Special Redemption Date,
each holder of Series B Preferred Stock to be redeemed, unless such
holder converts such shares into Common Stock, shall surrender the
certificate or certificates representing such shares to this corporation in
the manner designated in the Special Redemption Notice, and thereupon
an amount equal to $49.50 (subject to appropriate adjustment in the
event of stock splits, stock dividends and the like} per share of Series B
Preferred Stock shall be payable to the order of the person whose name
appears on such certificates as the owner thereof, and each surrendered
certificate shall be canceled and retired. If a Liquidating Event shall occur
during the twenty-four (24) month period following the Special
Redemption Date, and if, as a result of such Liquidating Event, the former
holders of the Series B Preferred Stock, if they had continued to hold
Series B Preferred Stock, would have been entitled to receive an amount
per share in excess of the amount per share received on the Special
Redemption Dats, then this corporation, prior to making any distribution
to the holders of its capital stock shall pay to each former holder of
Series B Preferred Stock an amount equal to such difference, multiplied
by the number of shares of Series B Preferred Stock redeemed from such
holder on the Special Redemption Date.

(iii) In the event of any redemption by this corporation pursuant
to this Section B(6){c), the Series B Redemption Price shall be paid in full
in immediately available funds, and a Redemption Note may not be used.
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P ive Rihts.

(a) Geperal Rule. Prior to the issuance or sale of any shares of any
class or series of capital stock, or the grant, issuance or sale of any options,
warrants or other obligations or securities which are directly or indirectly
convertible into or exchangeable for shares of any class or series of capital
stock, or the issuance or sale of any rights to subscribe for or options to
purchase such obligations or stock, this corporation shall first provide to the
holders of Series B Preferred Stock notice {for purposes of this Section B(7), the
"Notice") of its intent to offer such securities (for purposes of this Section B(7),
the "Securities"). The Notice shall contain (i) a description of the Securities, {ii)
the total number of Securities authorized to be sold and (iii} the price and
payment terms. Each holder of Series B Preferred Stock shall have the right to
purchase that number of Securities as will enable such holder to maintain its
proportionate ownership interest in this corporation {determined on a fully
diluted basis and if all outstanding shares of Preferred Stock had been converted
into Common Stock immediately prior to the Notice}. The holders of the Series
B Preferred Stock electing to purchase Securities shall tender to this corporation
the purchase price therefor within thirty (30} days from the date of the Notice.
During the sixty {60) day period following the thirty {30) day period described
in the previous sentence, this corporation may sell any Securities described in
the Notice which were not purchased by the holders of Series B Preferred
Stock, at a price equal to or greater than that specified in the Notice and on
payment terms or less favorable to this corporation than those specified in the
Notice. If such sale is not consummated within ninety (90) days from the date
of the Notice, this corporation shall not sell Securities without again complying
with this Section B{7).

{b)  Exceptions. This Section B(7) shall not apply (i} with respect to the
sale or issuance of any Securities that do not constitute Additional Shares of
Common Stock, as such term is defined in Section B{5}{c) hereof or {ii} in
connection with an underwritten public offering that would result in a
mandatory conversion of Series B Preferred Stock pursuant to Section B(5){g)
hereof.

I Cumulative voting in the election of directors is expressly prohibited.

I,  The shareholders may, by by-law provision or by written shareholders’
agreement, imposs such restrictions on the sale, transfer, or encumbrance of the stock
of this corporation as they may see fit."

SECOND: The date of the amendment’s adoption: June 30, 1997.




FOURTH: That this Article of Amendment shall be effective upon 'th'e“fivlmg
hereof.

Signed this 8th day of July, 1997.

DEKA MEDICAL, INC.

o Lt | Vatd—

Kimber L. Vought, President
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