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&
FLORIDA DEPARTMENT OF STATE
Sandra B, Mortham
Secretary of State

January 21, 1998
C T CORPORATION SYSTEM

TALLAHASSEE, FL
SUBJECT: HSSI TRAVEL NURSE OPERATIONS, INC.

Ref. Number: V47564

We have received your document for HSSI TRAVEL NURSE OPERATIONS,

INC. and your check(s) totaling $87.50. However, the enclosed document has

not been filed and is being returned for the following correction(s):
The date of adoption of each amendment must be included in the document.
Please retum your document, along with a copy of this letter, within 60 days or

your filing will be considered abandoned.
If you have any questions concerning the filing of your document, please call

y
(850) 487-6957.
Letter Number: 488A00003295

Joy Moon-French
Corporate Specialist
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Sept by: BARDNER CAHTON DOUGLAS-CHICAGO 312 644 3381; 12/30/87 5:03PM; Jeliax #824;Pagae 3/4

v

ARTICLES OF AMENDMENT | Fil. E?
o o 20 74 620
ARTICLES OF INCORPORATION gy OF BTATE
. _
o REARASSEE, FL.ORIDA

HSSI TRAVEL NURSE QVI_’ERATIONS, INC.
{present name)

Pursuant 10 the provisions of section 607.1006, Florida Statutes, this Florida profit COrpOration adopts the
JoHlawing erticles of amendment to its articles of incorporation:

FIRST: Amendment(s} adopted: (indicate article mumber(s) heing amended, added or deleted)

See attachment

SRR SR

SECOND:  If an amendment provides for an exchange, reclassification or cancellation of issued shares
provisions for implementing the amendment if not contained in the amendment itself, are as follows:




Sent by: GARDNER CARTON DOUGLAS-CHICAGO 312 644 3381; 12/30/97 5:04PM; Jetfax #824;Pa_1g? 474

THIRD: The date of each amendment's adoption: «_\Ckﬂ . [ q} !qqg

FOURTH: Adoption of Amendment(s) (CHECK ONE)

B The amendment(s) was/were approved by the shareholders. The number of votes cast
for the amendment(s) was/were sufficient for approval.

0 The amendment(s) was/were approved by the shareholders through voting groups.
The following statement must be separately provided for each voting group entitled to voie |
separdalely on the amendment(s).

"The number of votes cast for the amendment(s) was/were sufficient
for approval by — : . S
voiing group

Q  The amendmentﬁs) was/were adopted by the board of directors without shareholder ;
action and shareholder action was not réquired. i

O The amendment(s) was/wers adopted by the incorporators without shareholder actionand |
shareholder action was not required.

2o st
Signed this _ 507 " dayof ___Jrcsmm AT 19_FD

[Bml&amﬁan or "Rairm: the Beard of Direetors, Pre;idcnt of oller alleer it;&dtzpled by )
thels olders) :

OR
(By a director if adopted by the directors)

Signature

OR

(By an incorporator if adopted by the incorporators)

2/3‘52’ C, -;_4‘%/2";/)!

Typed or prinied name
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ATTACHMENT TO
AMENDMENT TO ARTICLES OF INCORPORATION OF
HSSI TRAVEL NURSE OPERATIONS, INC.

1. ARTICLEIV of the Articles of Incorporation is hercby deleted in it entirety and
amended to read as follows:

“The total number of shares of stock which the Corporation shall be authorized to issue is
27,500, consisting of*

@) 2,500 shares of Common Stock, $.001 par value per share; and

() 25,000 shares of Series A Cumulative Convertible Preferred Stock, $.01
par value per share, with the powers, preferences, rights, qualifications,
limitations and restrictions set forth on Exhibit A hereto.”

2. ARTICLE VII of the Articles of Incorporation is hereby deleted in its entirety and
amended to read as follows:

“This Corporation shall have not less than one (1) and not more than seven (7) directors
and the pumber of directors shall be determined by resolution of the Corporation’s Board
of Directors.”

. ) ) :

T 86/02/10



Exhibit A
HSST TRAVEL NURSE OPERATIONS, INC.

DESIGNATION
OF :
THE POWERS, PREFERENCES, RIGHTS, QUALIFICATIONS,
LIMITATIONS AND RESTRICTIONS OF
SERIES A CUMULATIVE CONVERTIBLE PREFERRED STOCK

Sectien 1, Designation and Amoynt.

(A)  The shares of such series shall be designated "Series A Cumulative Convertible
Preferred Stock” (the "Ser d "). The mumber initially constituting the Series
A Preferred Stock shall be twenty five thousand (25,000), which number may be decreased (but

(B)  The Series A Preferred Stock shall, with respect to dividend rights and rights on
Hquidation, dissolution or winding up, rank prior to the Common Stock, par value $0.001 per

share, of the Corporation {the "Common Stock™).
Section 1. Dividends and Distribuions.

(A)  From the date of the execution of that certain Preferred Stock Investment
Agreemem entered into by the Corporation, Hospital Staffing Services, Inc. and Preferred
Employers Acquisition Cotp. (the " nt"), until the earlier of (1) the sixtieth

Agreement entared inito by the Corporation, Hospital Staffing Services, Inc. and Preferred
Employers Acquisition Corp. (the "Put-Call Agreement") or (2) the date on which all of the
conditions 10 closing under Article VI of that certain Asset Purchase Agreement entered info by

the Corporation, Hospital Staffing Services, Inc. and Preferred Employers Acquisition Corp. (the
" ") have been satisfied or waived and holders of the Series A

the Corporation shal] be permitted to declare, out of assets of the Corporation legally available
therefor, dividends payable in cash, distributable to the bolders of the Common Stock of the
Corporation; provided, however, that (i) such dividends may be distributed a maximum of once
every five business days; (ii) the distribution of such dividends shall not, in any way, interfere

322250, 17-KAR-01/20/98-11:21 AM
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with the Corporation's ability to pay all of its anticipated expenses or to otherwise conduct its
business in the ordinary course, taking into consideration, among other factors, the balance of
the accounts payable and accounts receivable reasonably anticipated to be paid and collected,
respectively, within the remainder of the then current fiscal month; (iii) a reserve equal to twenty
five percent (25%) of the amount of the proposed dividend shall have been established by and
maintained by the Corporation; and (iv) ‘three business days written notice of such intended
dividend shall have been given to the holders of the Series A Preferred Shares, such notice to
include the calculations made by the Corporation to justify the amount of the dividend. If for
any reason, the holders of the Series A Preferred Shares disagree with the determination made by
the Corporation, they shall, during the three business days referenced herein notify the
Corporation of the basis for their objection, and until the objection shall have been resolved by
the parties, the amount in dispute shall be added to the reserve.

(B)  On and after the Trigger Date, the Corporation shall not be permitted to declare
any further dividends on Common Stock of the Corporation without the prior written approval of
the holders of the Series A Preferred Stock, which approval shall be in their absolute discretion.

(C}  On and after the Trigger Date, the holders of shares of Series A Preferred Stock,
in preference 1o the holders of shares of Common Stock and of any shares of other capital stock
of the Corporation ranking junior to the Series A Preferred Stock as to payment of dividends or
liquidation, shall be entitled to receive, when, as and if declared by the Board of Directors, out
of assets of the Corporation legally available therefor, quarterly dividends payable in cash on the
last day of each fiscal quarter of the Corporation in each year or such other dates as the Board of
Directors of the Corporation shall approve (each such date being referred to herein as 2
" ivi "), commencing on the first Quarterly Dividend Payment
Date following the Trigger Date, in an amount Pper share equal to $1.00.

(D)  The holders of the shares of the Series A Preferred Stock shall not be entitled to
receive any dividends or other distributions except as provided herein.

(E)  Dividends shall begin to accrue and be cumulative on outstanding shares of Series
A Preferred Stock from the Trigger Date and such dividends shall begin to accrue and be
cumulative from such date. Accrued but unpaid dividends shall not bear interest. Dividends
paid on the shares of Series A Preferred Stock in an amount less than the total of such dividends
at the time accrued and payable on such shares shall be allecated pro rata on a share-by-share
basis among all such shares at the time outstanding. The Board of Directors may fix a record
date for the determination of holders of shares of Series A Preferred Stock entitled to receive
payment of a dividend or distribution declared thereon, which record date shall be no more than
sixty (60) days prior to the date fixed for the payment thereof.

322290.17-KAR-D1/20/98-1 21 AM

S186E vYO ZIE OOVOIHO-SYIBNOO NOLHYD U3Na¥vD :Ad Jues




Section 2. Voting Rights.

(A)  Each holder of outstanding shares of Series A Preferred Stock shali be entitled to
the number of votes equal to the number of whole shares of Common Stock into which the shares
of Series A Preferred Stock held by such holder are convertible (as adjusted from time to time
pursuant to Section 7 hereof) at each meeting of stockholders of the Corporation {(and writtep
actions of stockhoiders in Heu of meetings) with respect to any and all matters presented to the
stockholders of the Corporation for their action or consideration. Except as provided by law or
by the terms hereof, holders of the Series A Preferred Stock shall vote together with the holders
of the Common Stock as a single class. Notwithstanding the above, until the Trigger Date, the
holders of the Series A Preferred Stock shall not be entitled to elect a majority of the Board of
Directors of the Company. '

(B)  So long as any shares of Series A Preferred Stock shall be outstanding, the
Corporation shall not, without either (2) the affirmative vote {at 2 meeting at which the holders of
such shares shall be entitled to vote separately as a class, or by written consent) of the holders of
a majority of the outstanding shares of Series A Preferred Stock, voting together as a single
class, or (b) the affirmative vote of the Series A Director: (i) issue any Series A Prefetred Stock;
(i) create, issue or increase the authorized aumber of shares of any class or series of stock
1anking prier to or on a parity with the Series A Preferred Stock either as to dividends or Tpon
liquidation; (iii) amend, alter or repeal any of the provisions of the Certificate of Incorporation,
the By-laws of the Corporation, the Preferred Stock Investment Agreement, the Put-Cal
Agreement or this Certificate of Designation, so as to affect adversely the preferences, special
rights or powers of the Series A Preferred Stock; (iv) authorize any reclassification of the Series
A Preferred Stock; (v} require the exchange of Series A Preferred Stock for other securities
(whether or not issued by the Corporation) or assets; or (vi) enter into any transaction involving
2 merger or consolidation of the Corporation, or sale of all or substantially all of the
Corporation's assets. ‘

(C)  Upon the execution of the Preferred Stock Investment Agreement, or at any time
thereafier, the holders of the Series A Preferred Stock may exercise their right to designate one
director (the "Series A Director™, at a special meeting of the holders of the Series A Preferred
Stock, at an annual meeting of the stockholders of the Corporation held for the purpose of
electing directors, or by written consent. While any shares of Series A Preferred Stock are
outstanding, the Articles of Incorporation and By-laws of the Corporation will contain provisions
such that the exercise by the holders of shares of Series A Preferred Stock of the right to elect
the Series A Director as provided in this section will not violate the Articles of Incorporation or
By-laws of the Corporation. :

322290.17-KAR-01/20/98-11:2 ] AM
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Section 3, Certain Restrictions.

(A) At any time following the Trigger Date, and so long as any shares of Series A
Preferred Stock are outstanding, the Corporation shall nat:

@ Declare or pay dividends on, make any other distributions on, or
redeem or purchase o otherwise acquire for consideration any shares of stock ranking junior
(either as to dividends or upon liquidation, dissolution or winding up) to the Series A Preferred
Stock:

Proporticn 1o the total amounts to which the holders of all such shares are then entitled;

(iii) Redeem or purchase or otherwise acquire for consideration shares
of any stock ranking on a parity {either as to dividends or upon liquidation, dissolution or
winding up) with the Series A Preferred Stock provided that the Corporation may at any time
Tedeem, purchase or otherwise acquire shares of any such parity stock in exchange for shares of
any stock of the Corporation ranking junior (as to dividends and upon dissolution, liquidation or
winding up) to the Series A Preferred Stock; or '

(iv) Without the prior approval of a mmajority of the holders of the
Series A Preferred Stock or of the Series A Director, the Corporation shall not (@) declare or pay
any dividends or make any distributions 1o any holder or holders of its capital stock, (b) purchase
or otherwise acquire for value, directly or indirectly, any security of the Cotporation, or (c)
authorize or issye any other equity or other security.

practices or (b) issue any shares of iis preferred stock or any securities convertible into its
preferred stock.

(vi) The Corporation, will provide all holders of the Series A Preferred
Stock with copies of all notices and information, including without limitation notices and proxy
staterents in connection with any meetings, that are provided to the holders of shares of the
Corporation, contemporaneously with the delivery of such notices or information to such
holders.

322290.17-RAR-01/20/98-1 L21AM
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(vii) Without the prior approval of a majority of the holders of the
Series A Preferred Stock or of the Series A Director, the Corporation shall not (a) offer, sell,
contract to sell or otherwise issue or deliver or dispose of any debt or any other securities or any
securities which are convertible into or exchangeable for its equity securities or any convertible
security, or any warrants or other rights to subscribe for or to purchase or any options for the
purchase of equity securities, or (b) obtain any financing from any third party (exciuding trade
payables incurred in the ordinary course of business consistent with past practices).

(B)  Until the Trigger Date, the Corporation shall not, without the approval of the
holders of the Series A Preferred Stock or the Series A Director:

@) Make any distributions (other than declaration or payment of
dividends) on, or redeem or purchase or otherwise acquire for consideration any shares of stock
ranking junior (either as to dividends or upon liquidation, dissolution or winding up) to the
Series A Preferred Stock;

(i) Declare or pay dividends on or make any other distributions on
any shares of stock ranking on a parity (gither as to dividends or upon liquidation, dissolution or
winding up) with the Sériqs A Preferred Stock except dividends paid ratably on the Series A
Preferred Stock and all such parity stock on which dividends are payable or in arrears in
proportion to the total amounts to which the holders of all such shares are then entitled;

(iii) Create, incur, assume, guarantee, secute or in any manner become
liable in respect of any indebtedness, or permit any lens (other thar Permitted Liens, as such
term is defined in the Asset Purchase Agreement, and liens for the bepefit of Capital HealthCare
Fmancing which were in existence upon the execution of the Asset Purchase Agreement}, claims
or encumbrances to exist against the Corporation or any of its assets, other than (a) trade
payables incurred in the ordinary course of business consistent with past practices and (b)
following the issuance by the holders of the Series A Preferred Stock of a Put Notice or the
issuance by the Corporation of a Call Notice (as such terms are defined in the Put-Call
Agreement), in connection with a Ioan agreement entered into by the Corporation to satisfy
payment of the Purchase Price (as defined in the Put-Call Agreement) and to satisfy payment of
the Loan (as defined in that certain Loan and Security Agreement entered into by the Corporation
and Preferred Employers Acquisition Corp. (the "Loan and Security Agreement")).

(iv}) Obtain any financing from any third party other than (a) frade .
payables incurred in the ordinary course of business consistent with past practices, (b) a working
capital facility with an institutional lender in form and substance and with a Jender reasonably
satisfactory to the holders of the Series A Preferred Stock, secured by the Corporation's
outstanding accounts receivable, which working capital facitity shall not exceed the outstanding
balance of trade receivables geperated by the Corporation in the ordinary course of business, as

322290.17-KAR-01/20/98-11:21 AM

{18BE P9 ZLE 0DVOIHO-SYIONDU NOLYVO HIANGHYD AQ Jues

©1/1 a0ed’ oL XEHO[ NdEZi1 86/02/ 10



SrEH IRIT N

erf raa g

such balance may be increased or decreased from time to time and (c) following the issbance by
the holders of the Series A Preferred Stock of a Put Notice or the issuance by the Corporation of
a Call Notice (as such terms are defined in the Put-Call Agreement), in cormection with a loan
agreement entered into by the Corporation to satisfy payment of the Purchase Price (as defined in
the Put-Cali Agreement) and to satisfy payment of the I.oan (as defined in the Loan and Security
Agreement)

Preferred Stock or of the Series A Director, file, or consent by answer or otherwise to the filing
against it of, a petition for relief or reorganization or arrangements or any other petition in
bankruptcy.

(D) The Corporation will provide all holders of the Series A Preferred Stock with
copies of all notices and information, including without limitation notices and proxy statements in
connection with any meetings, that are provided to the holders of shares of the Corporation,
contemporaneously with the delivery of such notices or information to such holders.
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Section 5. Liquidation, Dissolution or Winding Up.

(A)  Upon any liquidation (voluntary or otherwise), dissolution or winding up of the
Corporation, no distribution shall be made to the holders of shares of stock ranking junior (either
as to dividends or upon liguidation, dissolution or winding up) to the Series A Preferred Stock
umless, prior thereto, the holders of shares of Series A Preferred Stock shall have received per
share, the amount of ten doltars ($10.00), plus an amount equal to accrued and unpaid dividends
and distributions thereon, whether or not declared, to the date of such payment (the "Series A
Liquidation Preference"). Following the payment of the full amount of the Series A Liquidation
Preference, no additional distributions shall be made to the holders of shares of Series A
Preferred Stock uniess, prior thereto, the holders of shares of Common Stock shall have received
4n amount per share (the "Common Adjustment”) equal to the quotient obtained by dividing (i)
the Series A Liquidation Preference by (i) the Conversion Ratio (as defined in Section 7(A)
below). Following the payment of the full amount of the Series A Liquidation Preference and
the Common Adjustment in respect of ali outstanding shares of Series A Preferred Stock and
Common Stock, respectively, holders of Series A Preferred Stock and holders of shares of
Common Stock shall receive their ratable and proportionate share of the remaining assets to be
distributed in the ratio of the Conversion Ratio to 1 with respect to such Preferred Stock and
Common Stock, on a per share basis, respectively.

(B) Inthe event there are not sufficient assets available to permit payment in full of
the Series A Liquidation Preference and the liquidation preferences of all other series of
Preferred Stock, if any, which rank on a parity with the Series A Preferred Stock, then such
remaining assets shall be distributed ratably to the holders of such parity shares in proportion to
their respective liguidation preferences. In the event there are not sufficient assets available to
permit payment in full of the Common Adjustment, then sach remaining assets shafl be
distributed ratably to the holders of Common Stock.

Section 6.  Conversion. The holders of the Series A Preferred Stock shall have

conversion rights as follows (the "Conversion Rights"):

(A)  Optional Conversion. Each share of Series A Preferred Stock shall be
convertible at the option of the holder thereof, at any time after the Trigger Date, at the office of
the Corporation or any transfer agent for the Series A Preferred Stock; provided, however, that
concurrently with the tender of the shares of Series A Preferred Stock for conversion hereunder,
the holders of the Series A Preferred Stock exercise the Option granted by the Loan and Security
Agreement by applying the Obligations outstanding under the I.0an (as defined in the Loan and
Security Agreement), into such number of fully paid and nonassessable shares of Common Stock
as is determined by dividing (i) the aggregate of all shares of Common Stock outstanding on the
date of the first convetsion of the Series A Preferred Stock, plus the number of Common Shares
issuable upon exercise of outstanding rights, options or warrants or upon conversion of

322280.17-KAR-01/20/98-11:21 AM




gutstanding securities issued by the Corporation (other than conversion of the Series A Preferred
Stock) plus one (1) by (ii) 25,000 (the "Conversion Ratio").

into shares of Common Stock, it shall surrender itg certificate or certificates therefor, duly
endorsed, at the office of the Corporation or of any transfer ageni for the Series A Preferred
Stock, and shall give written notice to the Corporation at such office that it elects to convert the

the Series A Preferred Stock. Such conversion shall be deemed to have been made immediately
prior to the close of business on the date of such surrender of the shares of Series A Preferred
Stock 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 hoiders of
such shares of Common Stock on such date.

Stock makes or issues, or fixes a record date for the determination of Holders of Common Stock
entitled to receive, a dividend or other distribution payable in securities of the Corporation (other
than shares of Common Stock), then and in each such event provision shall be made so that the
holders of the Series A Preferred Stock shall receive upon conversion thereof, in addition to the
number of shares of Common Stock receivable thereupon, the amount of securities of the
Corporation which they would have received had their Series A Preferred Stock been converted
into Common Stock on the date of such event and had they thereafter, during the period from the
date of such event to and including the conversion date, retained such securities receivable by
them as aforesaid during such period, subject to all other adjustments called for during such
period under this Section 7 with respect to the rights of the holders of the Series A Preferred
Stock. : : ' '

322290.17-KAR-0L/20/98-11:21AM
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or stock dividend or a reorganization,
elsewhere in this Section D, then, and
Stock shall have the right thereafter to

merger, consolidation or sale of assets, provided for
in any such event each holder of the Series A Preferred
convert the Series A Preferred Stock into the kind and

amount of stock and other securities and property recejvable upon such recapitalization,
reclassification or other change by holders of the maximum number of shares of Common Stock

Teorganization, merger, consolidation or sale to the end that the provisions of this Secticn 7
(including adjustment of the Conversion Ratio then in effect and the mumber of shares
purchasable upon conversion of such Series A Preferred Stock) shall be applicable after that
event aud be as nearly equivalent as may be practicable.

. In each case of an adjustment or

readjustment of the Conversion Ratio or the number of shates of Common Stock or other
securities issuable upon conversion of the Series A Preferred Stock, the Corporation, at its
expense, shall cause independent public accounfants of recognized standing selected by the
Corporation (who may be the independent public accountants then auditing the books of the
Corporation) to compute such adjustment or readjustment in accordance with the provisions
hereof and prepare a certificate showing such adjustment or readjusoment, and shall majl such
certificate, by first class mail, postage prepaid, to each registered holder of the Series A

322200, 17-KAR-0L/20/98-11 21 AM
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Preferred Stock at the holder's address as shown in the Corporation’s books. The certificate
shall set forth such adjustment or readjustment, showing in detail the facts upon which such
adjustment or readjustment is based, including a statement of the type and amount, if any, of
other property which at the time would be received upon conversion of the Series A Preferred
Stock. ' S

{G) Notices of Record Date. In the event of (i) any taking by the Corporation
of record of the holders of any class of securities for the purpose of determining the holders
thereof (A) whe are entitled to teceive any dividend or other distribution, or (B) for any stock
splits or combinations, or (ii) any capital reorganization of the Corporation, any reclassification

Corporation with or into any other corporation, or any ttansfer of all or substantially all of the
assets of the Corporation to any other person or any voluntary or involuntary dissolution,
liquidation or winding up of the Corporation, the Corporation shall mail to each holder of Series
A Preferred Stock at least thirty (30) days prior to the record date specified therein (or such
shorter period as may be agreed to by holders of more than fifty percent (50%) of the Series A
Preferred Stock), a notice specifying (1) the date on which any such record is to be taken for the
purpose of such dividend or distribution and a description of such dividend or distribution, (2)
the date on which any such reorganization, reclassification, transfer, consolidation, merger,
dissolutien, liquidation or winding up is expected to become effective, and (3) the date, if any,
that is to be fixed as to when the holders of record of Common Stock (or other securities) shall
be entitied to exchange their shares of Common Stock (or other securities) for securities or other
property deliverable upon such reorganization, reclassification, transfer, consolidation, merger,
dissolution, liguidation or winding up. :

ion. The Corporation shall at
all times reserve and keep available out of its authorized bur unissued shares of Common Stock,
solely for the purpose of effecting the conversion of the Series A Preferred Stock, 1.5 times the
mumber of its shares of Common Stock as shall from time to time be sufficient to effect the
conversion of all outstanding Series A Preferred Stock at the Conversion Ratic as provided in
Section 7(A) (which figure may be reduced by the number of shares of Common Stock actually
delivered pursuant to conversion of Series A Preferted Stock under the Designation and shall be
appropriately and equitably adjusted for any stock split, reverse split, stock dividend or
reclassification of the shares of Common Stock), and if at any time the mumber of authorized but
unissued shares of Common Stock shall not be sufficient to effect the conversion of all the then
outstanding Series A Preferred Stock, the Corporation will 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 mumber of shares as shall be sufficient for such purpose, including without
limitation engaging in best efforts to obtain any requisite shareholder approval.

(D Notices. Al notices and other communications required by the provisions
of this Section 7 shall be in writing and shall be deemed to have been duly given if delivered

322290, 17-KAR-0020/98-11:21 AM \
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personally, mailed by certified mail (return receipt requested) or sent by overnight delivery
service, cable, telegram, facsimile transmission or telex to each holder of record at the address of
such holder. appearing on the books of the Corporation. Notice so given shall, in the case of
notice so given by mail, be deemed to be given and received on the fourth calendar day after
posting, in the case of overnight delivery service, on the date of actual delivery and, in the case
of notice so given by cable, telegram, facsimile transmission, telex or personal delivery, on the
date of actual transmission or, as the case may be, personal delivery.

()] Payment of Tages. The Corporation will pay all taxes (other than taxes
based upon income) and other governmental charges that may be imposed with respect to the
issue or delivery of shares of Common Stock upon conversion of shares of the Series A
Preferred Stock; provided, however, that the Corporation will not pay, any tax or other charge
imposed in connection with any transfer involved in the issue and delivery of shares of Common
Stock in a name other than that in which the shares of the Series A Preferred Stock so converted
were registered.

(K)  No Dilution or Impajrment. The Corporation shall not (i) amend its
Articles of Incorporation, or (ii) participate in any reorganization, transfer of assets,
consolidation, merger, dissolution, issue or sale of securities or any other voluntary action, each
which could have the effect, directly or indirectly, of avoiding or secking to avoid the
observance or performance of any of the terms to be observed or performed hereunder by the
Corporation, and will at ail times in good faith assist in carrying out all such action as may be
reasonably necessary or appropriate in order to protect the conversion rights of the holders of the
Series A Preferred Stock against dilution or other impairment.

Section 7. Ranking. All shares of Series A Preferred Stock, with respect to dividend
payments and distribution of assets upom liquidation, dissolution or winding up of the
Corporation, whether voluntary or involuntary, shall rank senior and prior in right to all of the
Corporation’s now or hereafter issued Common Stock and, except as otherwise explicitly
permitted hereby, any other capital stock of any class of the Corporation.

Section 8. Amendment. The Certificate of Incorporation of the Corporation shall not
be further amended in any manner which would materially alter or change the powers,
preferences or special rights of the Series A Preferred Stock so as to affect them adversely
without either (a) the affirmative vote of the holders of a majority or more of the outstanding
shares of Series A Preferred Stock, voting separately as a class or (b) the affirmative vote of the
Series A Director.
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