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As ndopted by the Board of Directors of the Company on May 17, 2007 .md by a majority oli-q
the voting shareholders of the Company pursuant to an action tuken ut a meclmg‘ml\,{;ﬁuchcp
shareholders on June 29, 2007, ihe number of vetes cast being sufficient for approval.

ThOE
AMENDED AND RESTATED T =
CERTIFICATE OF DESIGNATIONS OF ns o T
DEVCON INTERNATIONAL CORP. ;q; e TED
T e E:‘:

Deveon International Corp. (the “Company”), a corporation organized and existing lmﬁér thc R
Florida Business Corporation Act (the "FBCA"), does hereby certify that, pursuant io authority confcrred ™~
upon the Board of Directors of the Compeny by the Certificate of Incorporation, as amended, wfithe
Company, and pursuant to Section 607.1006 of the FBCA. the Board of Directors of the Company-(a) is
authorized to issue preferred stock, por value $0.10 per share, of the Company ("Preferred Stock™) in one
or more series and lo designate the powers, preferences, relative righis, qualifications, limilations and
restrictions relating to the shares of each such series, and (b) bas adopted resolutions (i) designating forey-
five thousand (45.000) shares of the Company’s previously authorized Preferred Stock as “Series A
Convertible Preferred Stack.” par value $0.10 per share (the “Preferred Shares™), and (ii) providing for
the designations, powers, preferences and relative, optional or other rights, and the qualifications,
limitations or restrictions thereof, as follows:

RESOLVED, that the Company is authorized (o issuc up to forty-five thousand (45,000) shares of
Series A Conventible Preferred Stock, par value $0.10 per share, which shall have the following
designations, powers, preferences, relative rights, qualifications, limirations and restrictions {(with certain
defined terms set forth in Section 2(a) below):

{1 - Dividends. The holders of the Picferred Shares (cach, a “Holder” and collectively, the
“Holders™) shall be entitled to receive dividends {*Dividends™) payable on the Staled Value (as defined
below) of such Preferred Share at the Dividend Rate (as defined below). * Dividends on the Preferred Shares
shall comtnence uc:r.nnm= on the Initial Issuahce Date and sball be camputed on the basis of o 360-day year
consisting of twelve 30-day months and shall be payable in arrears for each Calendar Quarter on the first - - S
day of the succeeding Calendar Quarler during the period beginning on the Initial Issuance Date and ending N
on, and including, the Maturity Date and shall be due and payable on each Conversion Date by inclusion in . L
the applicable Conversion Amount (as defined below) {each, an “Dividend Date”) with the ficst Dividend -
Date being April I, 2006. Prior to the payment of Dividends on a Dividend Dale, Dividends on the
Preferred Shares shall accrue at the Dividend Rate. If a Dividend Date is not a Business Day (as defined
betow). then the Dividend shall be due and payable on the Business Day immediately following such
Dividend Date. Dividends shall be payable, at the option of the Company. either (1) by adding such
Dividends to the Stated Value of each Preferrad Share as of such Dividend Date (the *“Capitalized
Dividends™) or (II) in cash, provided that ihe Dividends which acerued during any period shall be payable
as Capitalized Dividends only if the Conmpany indicates that the Dividend will be paid in Capitalized
Dividends in the Dividend Notice (as defined below). At least twenty-five (25) Trading Days prior to the
applicable Dividend Date {the “Dividend Notice Date™). the Company shall provide wrilten notice (the
“Dividend Netice™) to each Holder of Preferred Shares either indicating that the Dividend is 10 be paid in
Capitalized Dividends or confirming thal the Dividend shall be paid in cash.

(2) Conversion ol Preferred Shares. Preferred Shares shall be canvertible inlo shares of
Common Stock on the terms and conditions sct fortl ia this Section 2.

{a) Corpip Defined Teoms. For purposes of this Certificate of Designations, the
following terms shall have the following meanings:

(i} “Additional Amonnt™ means, on o per Preferred Share basis, the

product of (%) the result of the following formula: (Dividend Rate)(N/360) and (y) the
Stated Value.
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(ii} “Approved Share Plan” means any employee benelit plan which has
been approved by the Board of Direclors of the Company, pursuant to which the
Company’s securities may be issued to any employee, officer, consultant or diractor for
services provided 1o the Company.

(iii) “Bloomberg™ means Bloomberg Financial Markets.

(iv) “Business Day” means any day other than Saturday, Sunday or other
day on which commercial banks in The City of New Yark are amhorized or required by
law to remain closed.

) “Calendar Quarter” means each of the following periods: the pariod
beginning on and including January 1 and ending on and inciuding Mareh 31; the period
beginning on and including April | and ending on and including June 30; the peried
beginning on and including July 1 and ending on and including September 30; and the
period beginning on and including Octaber ! and ending on and including December 31,

{vi}) “CapltalSource Credit Apgreements™ means (i) that certain Credit
Agrecement, dated November 10, 2005, by and among the Devcon Security Holdings.
Inc., Devcon Security Services Corp., Coastal Security Company, Coastal Security
Systems, Inc., Central One, Inc. and CapitalSource Finance LLC, as amended from time
lo time, (ii} that certain Guaranty, dated as of November 10, 2005, by the Company to
and for the benefit of CapitalSource Finance LLLC and (iii) any agreements relating to the
foregoing.

{vii) “Change of Control” means any Fundamental Transaction other than
(A) any reorganization, recapitalization or reclassificalion in which holders of the
Company’s valing power immediately prior to such reorganization, recapitalization or
reclassification cominue after such reorganization, recapitalization or reclessification to
hold publicly iraded securities and, directly or indirectly, the voting power of the
surviving entity or entities necessary to elect a majority of the members of the board of
directors (or their equivalent if other than a corporation) of such entity or entities, or (B)
pursuant 1o a migratory merger effected solely for the purpose of changing the
_ jurisdiction of incorporation of the Company, :

{viii) ' "Closing Bid Price” and “Closing Sale Price” meuns, for any security
as of any date, the last closing bid price and last closing trade price, respectively, for such
security on the Principal Market, as reported by Bloomberg, or, if the Principal Market
begins 10 operate on an extended hours basis and does not designate the closing bid price
or the closing trade price, a8 the case may be, then the [ast bid price or last trade price,
respectively, of such security prior to 4:00:00 p.m., New York Time, as reported by
Bloomberg, or, if the Principal Market is not the principal sccurities exchange or trading
market for such secority, the last ciosing bid price or Jast trade price, respectively. of such
security on the principal securities exchanpe or trading market where such secuority is
listed or traded as reported by Bloomberg, or if the foregoing do not apply, the last
¢losing bid price or last trade priee, respectively, of such sccurity in the over-the-counter
market on 1he electronic bulletin board for such security as reported by Bloomberg, or, if
no closing bid price or last trade price, respectively, is reporied for such securicy by
Biloomberg, the average of the bid prices. or the ask prices, respectively, of any market
makers for such security as reported in the “pink sheets” by Pink Sheets LLC (formerly
the National Quotation Burenu, Inc.). If the Closing Bid Price or the Closing Sale Price
cannot be calculated for a security on a particular date on any of the (oregoing bases, the
Closing Bid Price or the Closing Sale Price, as the case may be, of such security on such
date shall be the fair market value as mutually determined by the Company and the
Required Holders. If the Company and the Holder are unable to agree upon the fair
market value of such security, then such dispute shall be resalved pursuant to Section
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2(d)(vii). All such determinations to be appropriately adjusted for any share dividend,
share split, share combination or other similar transaction during the applicable
calculation period,

(ix) “Common Steek™ means the common stock of the Company, par value
$0.10 per share.

(x) “Common Stock Deemed Qutstanding™ means, at any given time, the
number of shares of Cammion Stock actually outstanding at such time, plus the number of
shares of Common Stock deemed to be outstanding pursuant 1o Sections 2(H{i)(A) and
2(D(i)(B) hereof regardlegs of whether the Options or Convertible Sccurities are actually
exercisable at such time, but excluding any shares of Common Stock owned or held by or
for the account of the Company or issuable upon conversion of the Preferred Shares,

{xi) “Conversion Amount” means the sum of (1) the Addilional Amount
and {2) the Stated Value,

(xii) *“Conversion Price” means, with respect to the Preferred Shares, as of
any Conversion Date or other date of determination, $6.75, subject to adjustment as
provided herein.

(xiiil)  “Coovertible Securities” means any shares or securities (other than
Options) directly or indirectly convertible into or exchangeable or exercisable for
Common Stock.

(xiv)  “Conversion Shaves” means any shares of Common Stock jssucd or
issuable upon conversion of the Preferred Shares.

(xv) - . “Default Conversion Price” ﬁacans ns of . any dale of detenmination,
the product of (x) 90% and (y) the lowest Closing Bid Price durmg the three (3) Trading
Days ending on and including such date of determination.

(xvi} - "Dividend Rate” means (x) ten percent (10.0%4) per annum and (y) for
the period from and after the occurrence of a Triggering Event (hrough such time rhat
such Triggering Event is cured, the fifteen percent (15%) per annum.

(xvii) “Eligible Market™ means the Principal Market, NYSE, The NASDAQ
Global Select Market, The NASDAQ Global Market, The NASDAQ Capital Market, or
The American Stock Exchange.

(xviii) “Equity Conditlons” means: (i) on each day during the period
beginning ninety-five (95} days prior to the applicable date of delermination and ending
on and including the applicable date of determinauon (the “Equity Conditions
Measuring Period™). either (x) any Registration Statermem {as defined in the
Registration Rights Apreement, the “Registration Statement™) required to be filed
pursuanm o the Registration Rights Agreement shall be effective and available for the
resale ot all of the Repistrable Securities to the extent required by and in accordance with
the terms of the Registration Rights Agresment end there shall not have been any Grace
Periods (as defined in the Registration Rights Agreement) or (y} all shares of Common
Stock issuable upon conversion of the Preferred Shares and the exercise of Warrants shall
be eligible for sale without restriction and without the need for registration under any
applicable federal or state securities laws: (ii} on each day during the Equity Conditions
Measuring Period, the Common Stock is designated for quotation on the Principal Market
and shall not have been suspended from trading on such exchange or market (other than
suspensions of not mere than two days and occwring prior to the applicable date of

HO7000180107 3
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determination due to business announcements by the Company) nor shall proceedings for
such delisting or suspension by such exchange or market have been commenced
threatened or pending either (A) in writing by such exchange or market (other than with
respect to those issues sel forth on the Company’s Cwrent Report on Form 8-K, dated as
of January 235, 2006) or (B} by falling below the minimum listing mwintcnance
requirements of such exchange or market; (iii) on each day during the Equily Conditions
Measuring Period. the Company shall have delivered Conversion Shares upon conversion
of the Preferred Shares and Commeon Stock upon exercise of the Warrants to the Halders
on a timely basis as set forth in Section 2(c)(ii) hereof and Section 1{a) of the Warrants:
(iv) any applicable shares of Common Stock to be issued in connection with the cvent
requiring determination may be issued in full without violating Section 5 hereof, Section
14 hereof or the rules or regulations of the applicable Principal Market; (v) during the
Equity Conditions Measuring Peried, the Company shall not have failed to timely make
any payments within five (5) Business Days of when such payment is due pursuant o any
Transaction Documeni (ns defined in the Securities Purchase Agreement); (vi) during the
Equity Conditions Measuring Period, there shall not have occurred either {A) the public
amouncement of a pending, proposed or intended Fundamental Transaction which has
ot been obandoned, terminated or consummated or (B) a Trigpering Bvent or an event
that with the passage of time or giving of notice would constitute a Triggering Event;
(vii} the Company shall have no knowledpe of any fact that would cause (x) the
Registration Statements required pursuant to the Registration Rights Agreement not 1o be
effective and available for he resale of- at lcast all of the Registrable Securities in
accordance with the terms of the Repistralion Rights Agreement or (y) any shares of
Cemmaon Stock issuable upon conversion of the Preferred Shares and shares of Common
Stock issuable upon exercise of the Warrants nol to be eligible for sale without restriction
pursuant to Rule 144(k) and any applicahle stale sccurities laws: (viii) with respect to any
Company Installment Conversion or Mandatory Conversion (collectively. the "Forced
Conversions”) or any Company Installoient Redemption, Mandatory Redemption or
Mandatory Maturity Redemption (collectively. the "Forced Redemptlons™), the number
of Conversion Shares issuable upon conversion of the Preferred Shares being converted
or redeemed (assuming a conversion immediately prior to such Forced Redemption Date)
in such Forced Conversion or Forced Redemption, respectively. from any Holder of
Preferred Shares shall not exceed the sum of (1} the number of Conversion Shares
issuable upon conversion of the Preferred Shares eligible for sale withoul resiciction by
such holder pursnant 1o Rule 144 {(as defincd in the Securities Purchase Agreement) as of
such applicabie date of determination and (I1) the number of Caonversion Shares
registered on an effective Registration Staternent and available for resale thereunder as of
such applicable date of determination (such equity coadition, the “Forced
Redemption/Conversfon Condition™); and (ix) the Company otherwise shall have been
in malerial compliance with and shall not have materially breached any provision,
covenant, representation or warranty of any Transaction Docnment.

(xix)  “Excluded Securities” means any Common Stock issued or deemed to
be issued in accordance with Section 2(f) hereof by the Company: (A) in connection with
an Approved Share Plan; (B} upon issuance of the Preferred Shares or. upon conversion
of the Preferred Shares or upen exercise of the Warrants; {C) pursuant to a bonn fide
underwritten public offering at a price per share of Comimon Stock not less thun the
Conversion Price in effect at the time of such offering with a nationally recognized
undetwriter which generates pross proceeds to the Company of at least $15,000,000
(other than an “at-the-market offering” as defined in Rule 415(a){(4) under the 1233 Act
and “equity lines"); (D} issued upon exercise of Options or Convertible Securities which
arc outstanding on the date immediately preceding the Subscription Date, provided that
such issuance of Commaon Stack upon exercise of such Options or Canvertible Securities
is made pursuant to the terms of such Oplions or Convertible Sccurities in efiect on the
date immediately preceding the Subscription Date and such Options or Convertible
Securities are not amended after the date immediatcly preceding the Subseription Date;

HO07000180107 3
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and (E) issued in connection with any share split, share dividend, recapitalization or
similar transaction by the Company for which adjustment is made pursuant to Section

2(H)().

(xx) “Forced Redemptlon Date”™ means, as applicable, the Instaliment
Date, Matority Date, or Mandatary Redemption Date

{xxi} “Forced Redemption Notice Date” means, as applicable, {(A) the
earlier to occur of (x) the Instaliment Notice Due Date and {y} the Installment Notice
Date, {B) the earlier to occur of (x) the Maturity Date Notice Due Date and (y) the
Maturity Date Notice Date, or {C) the Notice of Mandatory Redemption Date.

(xxii) “Forced Redemption Price™ means, as applicable, the Company
Installment Redemption Price, Maturity Date Redemption Price. or Mandatory
Redemption Price.

{xxiti) “Forced Redemption Market Price” means the greater of {A) the
acithmetic average of the Weighted Average Price of the Comimon Stock on each of the
three (3) consecutive Trading Days immediately preceding (but not including) the
-applicable Forced Redemption Notice Date and (B) the arithmetic average of the
Weighted Average Price of the Common Stock on each of the three (3) consecutive
Trading Days immediately preceding (but not inchuding) the applicable Forced
Redemption Date. -

(xxiv) “Fundamental Transaction” means that (i) the Company shall,
directly or indirectly, in one or more related transactions, (A) conselidate or merge with
or into {whether or not the Company is the surviving corporation) another Person, or (B)

- sell, assign, transfer, convey or otherwisc dispose of all or substantially all of the
propertics or assets of the Conpany to another Person, or, (C) allow another Person to
make a purchase, tender or exchange offer that is accepted by the holders of morc than
the 50% of the outstanding Common Stock:(not including any Common Stock heid by
the Person or Persons making or party to, or associated or affiliated with thc Persons
making or party to, such purchase, tender or exchange offer), (D) consurnmale a share
purchase agreement or other business combination (including. without limilation, a
reorganization, recapitalization, spin-off or scheme of arrangement) with another Person
whereby such ather Person acquires more than the 50% of the outstanding shares of
Commor Stock {not including any Commen Stock held by the other Person or other
Persons making or party 1o, or associated or affilinted with the other Persons making or
party to, such share purchese agreement or other business combination), or (E)
reorganize, recapitalize or reclassify its Common Stock or (ii) any “person” or “group™
(as these terms are used for purposes of Scctions 13(d) and 14(d) of the Exchange Act) is
or shall become the “beneficial owner” (as defined in Rule 13d-3 under the Exchange
Act), directly or indirectly, of 50% of the issued and outstanding Common Stock or the
aggregate crdinary voting power represented by issued and outstanding Common Stock.

(xxv) “Holder Pro Rata Amount”™ means a ftaciion (i) the numecrator of
which is the number of Preferred Shares issucd (0 such Holder on the Initinl Issuance
Datc and (ii} the denominator of which is the number of Preferred Shares issued on the
Initial Issuance Date.

{(xxvi) “Indebtedness” shall have the meaning as set forth in the Securities
Purchase Agreement.

(xxvii} “Initial Issuance Date” means October 20, 2006.

HO7000180107 3
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(xxviii} “"lustallment Date™ means each of the following dates: (i) the fourth
anniversary of the Initial Issuance Date, (ii) the fifth anniversary of the Inilial Issuance
Date and (iii) the sixth anniversary of the Initial Issuance Date; provided, howevcer, that in
the event the Company fails to meet the Equity Conditions on any such Installment Date.
then as to each Holder that does not waive such failure on such Insizllment Date, an
additional Installment Date shall occur six months after such Installment Date (each, on
“Additional Insiallment Date™).

(xxix) “Installment Amount” means with respect to cach Holder as of any
Instalhment Date, a number of Preferred Shares equal to the lesser of (A) thie product of
(i) 15,000, myltiplied by (ii} the applicable Holder Pro Rata Amouni and (B) the mumber
of Preferred Shares held by such Holder as of such Installment Date, as any such
Installment Amount may be reduced pursunnt to the terms of this Note, whether upon
conversion, redemption or otherwise provided, however, that in the event the Company
fails to meet the Equity Conditions on any Installment Date, then as (o each Holder that
does not waive such failure on such Installment Date, the Instailment Amount for the
next succeeding Installment Date shall equal the sum of (i) the Installment Amount for
such Installment Date and (ii) any Installment Amounts not previously redeemed on an
Instaliment Date due to such failure; provided, further that the Instatimen! Amount for
any Additional Installment Date shall equal the Installment Amount for the immediately
preceding Installment Date. In the event the Holder shall sell or otherwise transfer any
Preferred Shares. the transferee shall be allocated a pro rata portion of the each unpaid
Installment Amount hereunder.

{(xxx} “Leverage Ratie” means as of any . date, (1) (x) the Net Indcbledness
on such date plus (¥} the Stated Value of any outstanding Preferred Shares on such date,
divided by (2) RMR as of such date. ."RMR™ for such purposes shall have the meaning as
set forth in the CapitalSource Credit Agreement, solely as in efiect as of the Initial
Issuance Date, aud shall apply e¢veun afler such. CopitalSource Credit Agrecment
terniinates. -

(xxxi) “Liquidaifon Event means the voluntary or involuntary liguidation,
dissolution or winding up of the Company or such.Subsidiaries the assets of which
constitute all or substantially all of the business of the Company and ita Scbsidiaries
taken as a whole, in a single transaction or series of tratsactions. :

(xxxii) “Market Capitalization" means the product of (x} the number of
shares of Common Stock as reported as ouistanding on the Company’s most recent Form
8-K, Form 10-Q, Form 10-QSB. Form 10-K or Form 10-KSB, as the case may be, filed
with the SEC and (y) the lowest Closing Sale Price during the Limitation Measuring
Peried.

(xxxiii) *Maturity Date” means, with respect to a Preferred Share. the sixth
anniversary of the [nitial Issuance Date, unless extended pursuant to Section 2(d){viii),

{xxxiv) “N" means the number of days from, but exclhiding, the last Dividend
Date with respect to which dividends have been paid by the Company on the applicable
Preferred Share, ar the Initial Isseance Date if no Dividend Date has occurred, through
and including the Conversion Date or other date of delermination for such Preferred
Share, as the cose may be, for which such determination is being made.

(xxxv) *“Net Indebiedness™ means an amount equal to (a) Indebtedness minus
(b) cash and cash equivalents and certificates of deposits, each as determined in
sccordance with GAAP consistent with past practices, which praclices were in place at
the Conpany as of (he close of business on the day immediately prior to the Subscription
Dare.

HO07000180107 3

MIA 179670283v2 7/10/2007 6



To: +1 {850) 208-0380 From: Patricia Tadlock Friday, July 13, 2007 11:10 AM Page: 8 of 33
Subject:

HO7000180107 3

(xxxvi} "NYSE™ means The New York Srack Exchange, Inc,

(xxxvii) “Options” means any rights, warrants or oplions to subscribe for ar
purchase Common Stock or Cenvertible Securilies.

{xxxviii)“Parent Entity” of a Person means an entity that, directly or indirectly,
conitels the applicable Person and whose common shares or equivalent equity security
are quoted or listed on an Eligible Market, or, if there is more than one such Person or
Parent Entity, the Person or Parent Entity with the largest public market capitalization as
of the date of consummation of the Fundamental Transaction.

(oxxix) “Person” means an individual, a limited lability company, s
partnership, a jeint venture, a corpoiation, a trust, an unincorporated organization and a
governmenlt or any department or agency thersof,

(xI} “Principal Markef” means the Nasdag Global Market.

(xli} “Repistration Rights Agreement” means that certain amended and
restaled registration rights agrecment, dated July 13, 2007, by and among the Company
and the initia]l Holders of the Preferred Shares relating to the filing of a registration
statement covering the resale of the Common Stock issuable upon conversion of the
"Preferred Shares and excreise of the Wairants, as such agreement may be amended from
time to time as provided in such agreement. .

{xlii) “Required Holders” means the ‘Holdeis of Preferred Shares
- Tepresenting at least a majority of the aggregate Preferred Shares then owstanding.

(xliii)  “SEC™ means the Securities and Exchange Commission.

(xliv)  “Securitles Purchase Agrecement” means that certain amended and
restaled securities purchase agreement by and among the Company and the initin)
Holders, dated as of July 13, 2007, a3 such ag;eem:nl ﬁmhcr may be amended from time
to time as provided in such agreement.

{xlv}  “Senior Management” meang Richard C. Rochon, Robert Farenhem
and Robert Schiller (collectively, the “Initial Oftlcers™ and Reyal Palm Capital
Partners, Ltd. and any of the following officers of the Company (or their equivalent) (1)
the Chairman of the Company’s Board of Directors, (2) Chief Executive Oificer, (3}
President, (4) Chiel Financial Officer, (5) President — Construction and Materials
Division: provided, howsver such Initial Officers shall no! be decmed a member of
Senior Management hereunder following the termination of employment of such Initial
Officer.

(xlvi)  “Stated Value” means, for any date of deterrination, the sum of (i)
$1,000 plus (ii} any Capitalized Dividends on such Preferred Share.

(xlvii) *“Stock Dividend Rate”'means, with respect to any Dividend Date, that
price which shall be computed as 90% of the arithmetic average of the Weighted Average
Pricc of the Common Stock on each of the twenty (20) cansecutive trading days
immediately preceding (but rot including) such Dividend Date. All such determinations
to be appropriately adjusied for any stock split, stock dividend, stock combination or
other similar transaction during such period.

(xlviii) “Subseription Date” means February 10, 2606.

HO07000:80107 3
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(xlix)  “Subsidiaries™ has the meaning set forth in the Sccurities Purchase
Agreement.

(N “Successor Entity™ means the Person. which may be the Company,
formed by, resulting from or surviving any Fundamental Transaction or the Person with
which such Fundamental Transaction shall have been made, provided that if such Person
is not a publicly traded entity whose conunon shares or equivalent equity security are
quoted or listed for trading on an Eligible Market, Successor Entity shali mean such
Person’s Parent Entity.

(li) “Trading Day” means any day on which the Comumon Stock is traded
on the Principal Market, or, if the Principal Market is not the principal trading market for
the Comman Srock, then on the principal sccurities exchange or securities marketl on
which the Cornmon Stock is then traded; provided that “Trading Day” sball not include
any day on which the Common Stock is scheduled to trade on such exchenge or market
for less than 4.5 hours or any day that the Common Stock is suspended from trading
during the final hour of trading on such exchange or market (or if such exchange or
markel does not designate in advance the closing time of trading on such exchange or
market, ihen during the hour ending at 4:00:00 p.m., New York Time),

(1if) “Warrants™ has the meaning ascribed to such term in (he Securities
Purchase Agreement, and shall joclude all warrums issued in exchange therefor or
replacement thereof, )

(lidiy “Weighted Average Price” means. for any security as of any date, the
dollar volume-weighted average price for such securily on the Principal Market during
the period beginning at 9:30:01 a.m., New York City Time, and ending at 4:00:00 p.m.,
New York City Time, as reported by Bloomberg through its “Volume af Price” function
or, if the [oregoing does not apply, the dollar volume-weighted -average price of snch
security in the over-the-counter market an the electranic bulletin board for such security
during the period beginning ot 9:30:01 a.m., New York City Time, and ending at 4:00:00
p-m., New York City Time, ag reported by Bloomberg. or, if no dollar volume-weighted
average price is reporled for such security by Bloomberg for such hours, the average of
the highest ¢losing bid price and the lowest closing ask price of any of the market makers
for such security as reported in the *pink sheets™ by Pink Sheets LLC (formerly the
National Quotation Bureau, Inc.). If the Weighted Averags Price cannot be catculuted for
such security on such date on any of the foregoing bases, the Weighted Average Price of
such security on such date sha!l be the fair market value as mutually determined by the
Company and the Required Holders. If the Company and the Required Holders are
unable to agree upon the fair market value of such security, then such dispute shall be
resolved pursuant to Section 2(d)(iii) below with the term “"Weighted Average Price™
being substitnted for the term “Closing Sale Price.” All such determinations shall be
approprizlely adijvsted for any share dividend, share split or other similar transaction
during such period. :

(b) Holder’s Conversion Right. Subject 1o the provisions of Section 5 and Section
14, at any time or times on or after the Initial lssuance Date, auy Holder shal} be entitled to
convert any wheole number of Preferred Shares, plus the amount of any accrued but unpaid
Dividends per Preferred Share then remaining, into fully paid and nonassessable shares of
Common Stock in accordance with Section 2(d) at the Conversion Rate (us defined below),

(c) Conversion. The number of shares of Common Stock issuable upon conversion
of each Preferred Share pursuant to Sectivn 2{b) shall be determined aceording to the following
formula (the “Conversion Rate™):
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Conversion Amount
Conversion Price

No fractional shares of Common Stock are to be issued upon the conversion of any Preferred Share, but
rather the number of shares of Commeon Stock to be issued shall be rounded to the nearest whole number.

(d) Mechanics of Conversion.  The conversion of Preferred Shares shall be

conducied in the following manner:

(i) Helder’s Delivery Requircments. Teo convert Preferred Shares into

shares of Comnion Stock on any date {the “Conversion Date™), the Holder shall (A)
transmit by facsimile (or otherwise deliver). for reccipt on or prior to 11:59 p.m., New
York City Time, on such date, a copy of a properly completed nolice of conversion
executed by the registered Holder of the Prefetved Shares subject to such conversion in
the form attached hereto as Exhibit | {the “Conversion Notice™) to the Company and the
Company's designated transfer agent (the “Transfer Agent™) and (B) if required by
Section 2(d)(viii). surrender to a common carrier for delivery to the Company as soon as
practicable following such date the original certificates representing the Preferred Shares
being converted (or compliance with the procedures set forth in Section 16) (the
“Preferred Share Certificates™).

(ii) Company's Response. Upon receipt by the Company of copy of a
Conversion Notice, the Company shall as soon as practicable, but in any event within two
(2) Business Days, send, via facsimile, a confirmation of receipt of such Conversion
Notice to such Holder ond the Transfer Agent, which confirmation shall constitute an
instruction to the Transfer Agent {o process such Conversion Notice in accordance with
the terms herein, On or before the third (3*) Business Day following the date of Teceipt
by the Company of such Conversion Notice {the “Share Delivery Date™), the Company
shall {A) provided the Transfer Agent is porticiputing in Depository Trust Company
(*DTC"™) Fast Automated Securities Transfer Program, credit such aggregate number of
shares of Common Stock to which the Holder shall be entitled to the Holder's or its
designee™s balance account with DTC through its Deposit Withdrawal Apgeant
Cemmission system, or (B) if the Transfer Agent is not participating in the DTC Fast
Autornated Securities Transfer Program, issue and deliver to the address as specified in
the Conversion Nolice, u cerlificate, registered in the name of the Holder or its designee,
for the number of shares of Comimon Stock to which the Holder shall be entitled. If the
number of Preferred Shares represented by the Preferied Share Cerlificate(s) submiited
for conversion, as nmay be required pursuant to Scction 2(d)(viii), is greater than the
number of Preferred Sharcs being converted, then the Company sball, as soon as
praciicable and in no event laler than {ifth (5} Business Days after receipt of the Preferred
Share Certificate(s) (the “Preferred Share Delivery Date™) and at its own expense, issue
and deliver to the Holder a new Preferved Share Certificate representing the number of
Preferred Shares not canverted.

(it} Dispute Resolution. In the case of a dispute as to the determination of
ibe Closing Sale Price or the arithmetic calculation of the Conversion Rate, the Company
shatl instruct the Trunsfer Agent to issue to the Holder the number of shares of Common
Stock that is not disputed and shall transmit an explanation of the disputed determinations
or arithmetic calculations to the Holder via facsimile within threc (3) Dusiness Day of
receipt of such Holder’'s Conversion Notice or other date of determination. .If such
liolder and the Company are unable to agree upon the determination of the Closing Sale
Price or arithmetic calculation of the Conversion Rate within two (2) Business Days of
such disputed determination or arithmetic caleunlation being transmilted to the Helder,
then the Company shalt within ten (10) Business Day submit via focsimile (A} the
disputed determination of the Closing Sale Price to an independent, reputable investment
bank selected by the Company and approved by the Required Holders or {(13) the disputed
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arithmetic caleulation of the Conversion Rate to the Company's independent, outside
accountant. The Company shall cause, at the Company’s expense. the investment bank
or the accountant, as the case may be, to perform the determinations or calculations and
notify the Company and the Holders of the results no later than two (2} Busingss Days
from the time it receives the disputed determinations or calculations., Such ilnvestment
bark’s or accountunt’s determination or calculation, as the case may be, shall be binding
upon all parties absent error,

(iv) Miscellaneous; Record Holder. The Person or Persons entiiled to
receive the Common Stock issuable upon a conversion of Preferred Shares sholl be
treated for all purposes as the record holder or holders of such Common Stock on the
Conversion Date. In the event of 2 conversion of Preferred Shares pursuant hereto, the
number of Preferred Shares converted shall be deducted from the Installment Amounts
relating to the Instaliment Dates as set forth in the Conversion Notice,

(v} Company's Failurg to Timely Convert.

(A) Cash Damages, 1f (1} within three (3} Trading Days after the
Company's receipt of the facsimile copy of a Conversion Notice the Company
shall fail to credit a Holder's balance account with DTC or issue and deliver a
certificate to such Holder for the number of shares of Common Stock o which
such Holder is eatitled upon such Holder's conversion of Preferred Shares (2
“Conversion Failure™) or (I1) within three (3) Trading Days of the Company’s
reccipt of a Preferred Share Cerlificate the Company shalt fail 1o issuc and
deliver a new Preferred Share Certificate representing the number of Preferred
Shares lo which such Holder is entitled pursuant to Section 2(d)(ii), then in
addition to all other available remedies which such holder may pursue hereunder
and under the Securilies Purchase Agreement (including indemnification
pursuant to Section 9(k) thereol), the Company shall pay additional damages to
such Holder for each day after the Shave Delivery Date that such conversion is
not timely effected and/or sach day after the Preferred Share Delivery Date that
such Preferred Share Certificate is not delivered in an amount equel 1o 1.0% of
the product of (1) the sum of the number of shares of Comman Steck not issued
te the Holder on or prior to the Share Delivery Date and to which such Holder is
entitled as set forth in the applicable Conversion Nolice and. in the event the
Company has failed 1o deliver a Prefesred Share Certificate to the Tolder on or
prior to the Preferred Share Delivery Date, the number of shares of Commen
Stock issuable upon conversion of the Preferred Shares represented by such
Preferred Share Cedificate as of the Preferred Share Delivery Date and (1T) the
Closing Sale Price of the Common Steck on the Share Delivery Date, in the case
of the failure to deliver Common Stock. or the Preferred Share Delivery Date, in
the case of fallure to deliver a Preferred Share Certificate. I the Company fails
to pay the additional damages set forth in this Section 2(d)(v) within five (5)
Business Days of the date incurred, then the Holder entitled to such payments
shall have the right at any time, so long as the Company continues to fail to
make such payments, to require the Company, upon written notice, to
immediately issue, in lieu of such cash damages, the number of sharcs of
Common Stock equal to the quotient of (X) the aggregate amount of the
damages payments described herein divided by (Y) the Conversion Price in
effect on such Conversion Date as specified by the Holder in the Conversion
Notice. In addition to the foregoing, if within three (3) Business Days after the
Company's receipl of the facsimile copy of a Conversion Notice the Company
shall fail to issue and deliver a certificate to a Holder or credit such Holder's
balance account with DTC for the number of shares of Commion Stock to which
such Holder is entitied upon such Holder's conversion of Preferred Shares, and
if on or after such Business Day the Holder purchases (in an open market
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iransaction or in another bona fide transaction) Common Stock ta deliver in
satisfaction of n sale by the Holder of the Common Stock issuable upon such
conversion that the Holder anticipated receiving from the Company (a “Buy-
In"}, then the Company shall, within three (3) Business Days after the Holder's
request and in the Holder’s discretion, either (i) pay cash 1o the Holder in an
amount equal to the Holder's total purchase price (including brokerage
commissions, if any) for the Common Stock so purchased (the “Buy-In Price"),
at which peint the Company’s obligation to deliver such certificate {and 10 issus
such Common Stock) shall terminate, or {ii} promptly honor its cbligation 1o
deliver to the Holder a cerlificate or certificates representing such Common
Stock and pay cash to the Holder in an amount equal to the excess (if any) of the
Buy-In Price over the product of (A} such number of shares of Common Stock,
times (B) the Closing Sale Price on the Conversion Date.

(B) Void Conversion Notice: Adjustment of Conversion Price. If
for any reason ¢ Holder has not received all of the Common Stock to which such
Hoider is entitled prior to the fifth (5™ Business Day after the Share Delivery
Date with respect to a conversion of Preferred Shares, then the FHalder, upon
written notice to the Company, with a copy to the Transfer Agent, may void its
Conversion Notice with respect to, and retain or have returned, as the case may
be, any Preferred Shares that have not been converted pursuant to such Holder's
Conversion Notice; provided that the voiding of a Holder’s Conversion Notice
shall nol effect the Company's obligations (o make any payments which have
accrued prior 10 the date of such notice pursuant to Section 2(d)(v)(A) or
otherwise. Thereafter, tiie Conversion Price of any Preferred Shares returned ar
retained by the Folder for failure to timely convert shall be adjusted to the lesser
of (1) the Conversion Price relating to the voided Conversion Notice and (IT) the
lowest Weighted Average Pricc of the Commaon Stock during the period
beginning on the Conversion Date and ending on the date such Holder voided
the Conversion Wotice, subject lo further adjustment as provided in this
Certificate of Designations. .

{vi) Pro Reta Conversion; Disputes. Slibject to Section 14, in the cvent the -,

Company receives a Conversion Notice {rom more than one Holder for the same
Conversion Date and the Cowpany can convert some, but not all, af such Preferred
Shares, the Company shall convert fram each Holder electing to have Preferred Shares
converted at such time a pro rata amount of such Holder's Preferred Shares submitted for
conversion based on the number of Preferred Shares submitted for conversion on such
date by such Holder relative to the number of Preferred Shares submitted for conversion
on such date, In the event of a dispute as 1o the number of shares of Common Stock
issuable to a Holder in connection with a conversion of Preferred Shares, the Company
shall issue to such Holder the number of shares of Comnmon Stock not in dispute and
reselve such dispute in accordance with Section 2(d)iii).

(vii) Installment Payments.
(a) Company_ Installment Redemption.  On each applicable

Installment Date, provided that during the period commencing with the
Company Instaliment Natice {as defined below) through the applicable
Installment Date, the Equity Conditions have been satisfied {or waived in
writing by the applicable Holder), the Company shall pay to each Holder the
Instalhment Amount as of such Installment Date by redceming the applicable
Installment Amount, in whole or in part. in accordance with this Section (a
“Compsany Instaliment Redemption™). On or prior to the date which is the
tenth {10%) Trading Day prior to each Instaliment Date (each, an “Instaliment
Natice Due Date” and the date such notice is received by the applicable Molder,
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the “Installment Notlce Date™}, the Company shall deliver written notice (each,
a "Company Installment Notice™), to each Holder which Company Installmem
Notice shall state the applicable Installment Amount of such Holder which the
Company shall redeert pursvant to a Company [nstallment Redemption (the
“Company Installment Redemption Amount™} and the Cempany Installment
Notice shall certify that the Equity Conditions have been satisfied as of the date
of the Company Installment Notice. If the Equity Conditions are not satisfied as
of the Insiallment Notice Due Date, the Installment Motice Due Date shall
indicate that unless the Holder waives the Equity Conditions, the applicabie
Company Insiallment Redemption shall not occur. If the Equity Conditions
were satisficd as of the Installment Notice Due Date but the Equity Conditions
are no longer satisfied at any time prior to the applicable [nstallment Date, the
Company shall provide each Helder a subsequent notice to that effect indicating
that unless the Holder wajves the Equity Conditions, the applicable Company
Installment Redemption shall nor occur. Except as expressly provided in this
Section, the Company shall redeermn from cach Halder such Holder's applicable
Installment Amount pursuant to this Section.

(B) Mechanics of Company _Installment Redemption.  The
Company Installment Redemption Amounti which is to be paid to each Holder
on the applicable Installment Date shall be redeemed by the Company on such
Installment Date, and the Company shall pay to the Holder on such Installment
Date, by wire transfer of immediately available funds, an amount in cash (the
“Company Installnent Redemption Price”) equal to the sum of (x) the Stated
Value of the Preferred Shares being redecmed and (y) any accrued amd unpaid
Dividends with respect to such Preferred Shares. Noiwithstanding anything to
the contrary in this Section, but subject to Section 14, uniil the Company
Installment Redemption Price is paid in full,. the Company Installment
Redemption Amount may be converited, in whole or in parl, by any Holder into
Common Stock pursuaat 1o Section 2(d). ln the event o Holder elects to convert
all or any portion of the Company Installiment Redemption Amount prior to the
applicable Installment Dote as set forth in the immediately proceding sentence,
the Company Installment Redemption Amount so converted shall be deducted
from the Iustalliment Amounts relating to the applicabte Installment Dates s sei
forth in the npplicable Conversion Notice.

(viii)  Mandatory Redemption at Maturity. If any Preferred Shares remains
outstanding on the Maturity Date, and the Equity Conditions have been satisfied (as
indicated i a notice from the Company to the Holders delivered thirty (30} Trading Days
prior to the Malurity Date (such date, the “Maturity Date Notlce Due Date”, and the
date such notice is received by the applicable Holder, the “Maturity Date Notice Date”)
or wajved by the applicable Holder, the Company shall redeem such Preferred Shares
{the “*Mandatory Maturity Redemption") in cash in an amount equal to the outstanding
Conversion Amount for such Preferred Shares (the “Maturity Date Redemplion
Price™). The Company shall pay the Maturity Date Redemption Price on the Maturity
Date by wirc transfer of immediately available funds to an account desipnated in writing
by such Holder. If thc Company fails to redeemn all of the Preferred Shares owutstanding
on the Maturity Date by payment of the Maturity Date Redemption Price for each such
Preferred Share, then in addition to any remedy such Holder may have under any
Transaction Document, (I} the applicable Maturily Dale Redempiion Price payuble in
respect of such unredeemed Preferred Shares shall bear interest at the rale of 1.5% per
month, prorated for partial months, until paid in full, and (II) any Holder shall have the
option to require the Company to convert any or all of such Holder's Preferred Shares
and for which the Maturity Date Redemption Price (togeiher wilh ony interest thercon)
has not been paid into (on a per Preferred Share basis) shares of Common Stock equal to
the number which results from dividing the Manirity Date Redemption Price (topether
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with any interest thereon) by the Default Conversion Price. If the Company has failed to
pay the Maturity Date Redemption Price in a timely manner as described above, then the
Maturity Date shall be aulomatically extended for any Preferred Shares until the date the
Holders receive such shares of Common Stock or Maturity Date Redemption Price and
shall be further extended for any Preferred Sharea for as long as {A) the conversion of
such Preferred Shares would violate the provisions of Section 5, (B) a Triggering Event
or an event that with the passnge of time or giving of notice would constitute & Triggering
Event shall have occurred and be continuing or (C) the Equity Conditions have not baen
satisficd {or waived by the applicable Holder).

| (ix) Bogk-Eptry. Notwithstanding anything to the contrary set forth herein,
upon conversion of Preferred Shares in nccordance with the terms hereof, any Holder
thereof shall not be required to physically surrender the certificate representing the
Preferred Shares to the Company unless (A) the full or remaining number of Preferred
Shares represented by the certificate are being converted or (3) such Holder has provided
| the Company with prior written notice {which notice may be included in a Conversion
! Notice) requesting reissnance of Prefeired Shares upon physical surrender of any
‘ Preferred Shares. The Holders and the Company shall maintain records showing the
! . number of Preferred Shares so converted and the dates of such conversions or shall use
! such other method, reasonably satisfactory to the Holders and the Company, 0 as not to
require physical sarrender of the certificate representing the Preferred Shares upon each
such conversion. In the event of any dispute or discrepancy, such records of the
! Company establishing the number of Preferred Shares to which the record holder is
’ ‘ entitled shall be controlling and determinative in the absence of manifest error.
Notwithstanding the foregoing, if Preferred Shares represented by a certificate are
converted as aforesaid. a Holder may not transfer the certificate representing the
Preferred Shares wunless such Holdet first physically surrenders the certificate NN
representing the Preferred Shares to the Company, whereupon the Company will
forthwith issue and deliver upon the order of such Holder a new cenificate of like tenot,
registered as such Holder may request, representing in the aggregate the remaining
number of Preferred Shares represented by such certificate. A Holder and any assignee,
by acceptance of & certificate, acknowledge and agree that, by reason of the provisions of
this paragraph, following conversicn of any Preferred Shares, the nuinber of Preferred
Shares represented by such certificate may be less than the number of Preferred Shares
stated on the face thereof. Each certificate for Preferred Shares shalt bear the following
legend:

ANY TRANSFEREE OF THIS CERTIFICATE
SHOULD CAREFULLY REVIEW THE TERMS
OF THE COMPANY'S CERTIFICATE OF
DESIGNATIONS RELATING TO THE
PREFERRED SHARES REPRESENTED BY
THIS CERTIFICATE, INCLUDING SECTION
2(d)(ix) THEREOF. THE NUMBER OF
PREFERRED SHARES REPRESENTED BY
THIS CERTIFICATE MAY BE LESS THAN
THE NUMBER OF PREFERRED SHARES
STATED ON THE FACE HEREQF FURSUANT
TQ SECTION 2(d)(ix) OF THE CERTIFICATE
OF DESIGNATIONS RELATING TO THE
PREFERRED SHARES REPRESENTED BY
THIS CERTIFICATE.

(e) Taxcs. The Company shall pay any and all documentary, stamp, tensfer (but
only in respect of the registered holder thereof) and other sitnilar taxes that may be payable with
respect to the issuance and delivery of Comamon Stock upon the conversion of Preferred Shares.
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) Adiustments to Conversion Price. The Conversion Price will be subject to
adjustment from time 10 time as provided in this Section 2(f).

{i) Adjustment o nversion Price upon Issuance of Common Stock, I
and whenever on or after the Subscription Date, the Company issues or sells, or in
accordance with this Scction 2({) is deemed to have issued or sold. any shares of
*Conunon Stock (including the issuance or salc of sharcs of Common Stock awned or held
by or for the account of the Company but excluding Excluded Secuiities) for a
consideration per share (the “New Securities Isssrance Price™) less than a price (the
“Applicable Price™) equal to the Conversion Price in effect immediately prior to such
time (a “Dilutive Issuance”), then immediately after such issue or sale, the Conversion
Price then in cifect shall be reduced to an amount equal to the product of (x) the
Conversion Price in effect immediately prior to such Dilulive Issuance and (y) the
quotient of (1} the sum of {I) the product of the Applicable Price and the number of
shares of Common Stock Deemed Outstanding immediately prior to such Dilutive
Issuance and (I1) the consideration, if any, received by the Company upon such Dilutive
Issuance, divided by (2) the product of (I) the Applicable Price multiplied by (11) the
number of shares of Common Stock Deemed Outstanding immediately after such
Dilutive Issuance. For purposes of determining the adjusted Conversion Price under this
Section 2(f}(i), the following shall be applicable:

(A) Issuance of Options. If the Company tn any manner grants or

sells any Options and the lowest price per share for which one share of Common
Stock is issuabie upon the exercise of any such Option or upon conversion,
exchange or exercise of any Convertible Sccurities issuable upon exercise of
such Option is less than the Applicable Price. then such share of Common Stock -
shall be deemed to be outstanding and to have been issued and sold by the
Company at the time of the granting or sale of such Option for such price per
share. For purposes of this Section 2(f)(i}(A). the “lowest price per shore for
which one share of Common Stock is issusble upon the exercise of any such
Option or upon conversion, exchange or exercise of any Convertible Securities
issuable upon exercise of such Option” shall be equal to the sum of the lowest
amounts of consideration (if any) received or receivable by the Company with
respect 10 any one.share of Common Stock upon granting or sale of the Option,
upon exercise of the Option and upon conversion, exchange or exercise of any
Convertible Security issuable upon exercise of such Option, No further
adjustment of the Conversion Price shall be made upon the actual issuance of
such Cormmon Stock or of such Convertible Securities upon the exercise of such
Options or upon the actual issuance of such Common Stock upon conversion,
exchanpe or cxercise of such Convertible Securities.

(B) Issuance of Conventible Securities. 1f the Company in any
manner issues or sells any Convertible Securitics and the lowest price per share

for which one share of Common Stock is issuable upon such conversion,
exchange or exercise thereof is less than the Applicable I’rice, then such
Common Stock shall be deemed to be ontstanding and (o have been issued and
sold by the Company at the time of the issuance of sale of such Convertible
Securities for such price per share. For the purposes of this Section 2(f{(iXB),
the “lowest price per share for which one share of Common Stock is issuable
upon such conversion, exchange or cxercise” shall be equal to the sum of the
Jowest amounts of consideration (if any) received or receivable by the Company
with respect to any ooe share of Common Stock upon the issuance or sale of the
Convertible Security and upon the conversion, exchange or exercise of such
Convertible Security. No further adjustment of the Conversion Price shall be
made upon the actual issuance of such Common Stock upon conversion,
exchange or exercise of such Convertible Securities. and if any such issue or
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sale of such Convertible Securities is made upon exercise of any Options for
which adjustment of the Conversion Price had been or are to be made pursuant
to other provisions of this Section 2(f)(i), no Ffurther adjustment of the
Conversion Price shall be made by reason of such issue or saje.

{C) Change in_Option Price or Rale of Conversion. If the
purchase or exercise price provided for in any Options, the additicnal
consideration, if any, payable upon the issue, conversion, exchange or exercise
of any Convertibie Securities, or the rate at which any Convertible Securities are
convertible into or exchangeable or exercisable for Common Stock changes ot
any time, the Convcrsion Price in eftect at the time of such change shall be
adjusted to the Conversion Price which would have been in effect at such time
had such Options or Convertible Securities provided for such changed purchase
price, additiona! consideration or changed conversion rate, as the case may be, at
the time initially granted, issued or sold. For purposes of this Section 2{T}(i}(C),
if the terms of any Option or Convertible Security that was outstanding ns of the
datc of issuance of the Preferred Shares are changed in the manner described in
the immediantely preceding sentence, then such Option or Convertible Security
and the Conunon Stock deemed issuable upon exercise, conversion or exchange
thereof shall be deemed to have been issued as of the date of such change. No
adjustment shall be made if such adjustment would result in an increase of the
Conversion Price then in effect.

(D) Calculation of Consideration Received. In case any Option is
issued in conneclion with the issue or sale of other securities of the Company,

together comprising one integrated transaction in  which no specific
consideration is allocated to such Options by the parties thereto, the Optlions will
be deecmed to have been issued lor a consideration of $0.01, If any Cammon
Stock, Options or Convertible Securities are issued or sold or deemed Lo have
been issued or sold for cash, the consideration received therefor will be deemed
to be the gross amount received by the Company therefor. If any Common
Stock, Options or Convertible Securities are issued or sold for a consideration
other than cash, the amount of the consideration other than cash received by the
Company will be the fair value of such consideration, except where such
consideration consists of marketable securities, in which case the amount of
consideration received by the Company wil! be the arilhmetic average of the
Closing Sale Prices of such securities during the ten (10) consecutive Trading
Days ending on the date of receipt of such securities. The fair value of any
consideration other than cash or securities will be determined jointly by the
Company and the Required Holderz, If such parties are unable to reach
agreement within ien (10) days ofter the occurrence of an event requiring
valuation (the "Valuation Event”), the fair value of sucl considerntion will be
determined within five (5) Business Days after the tenth (10™) day following the
Valuation Event by an independent, reputable appraiser selected by the
Company and the Required Holders. The determination of such appraiser shall
be deemed binding upon all parties absent manifest error and the fecs and
expenses of such appraiser shell be borne by the Company.

(E) Record Date. 1f the Company takes a record of the holders of
Comunon Stock for the purpose of sntitling them (1) to receive a dividend or
other distribution payable in Cothmoen Stock, Options or Convertible Securities
or (1I) to subscribe for or purchase Common Stock, Options or Convertible
Securities, then such record date will be deemed to be the date of the issue or
sale of the Commwon Stock deemed to have been issued or sold upon the
declaration of such dividend or the making of such other distribution or the date
of the granting of such right of subscription or purchase, as the case may be.
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{ii} Adjustment of Conversion Price upon Subdivision or Combination of

Common Stock. If the Company at any time afler the Subscription Date subdivides (by
any share split, share dividend, recapitalization or otherwise) its outstanding Commeon
Stock into a greater number of shares, the Conversion Price in effect immediately prior to
such subdivision will be propartionately reduced. IT the Company at any time combites
(by combination, reverse share split or otherwise) its ourstanding Common Stock inio a
smaller numbaer of shares and the Conversion Price in effect immediately prior o such
combination will be proportionately increased,

(iii) Other Events. If any event oceurs of the type contemplated by the
provisions of this Section 2(f) bul nol expressly provided for by such provisions
(including, without limitation, the granting of share appreciation rights, phantom share
rights or other rights wilh equity features), then the Company’s Board of Divectors will
make an appropriaie adjustment in the Conversion Price so &s to protect the righis of the
Holders; provided that mo such adjustment will increase the Conversion Price as
otherwise determined pursuant to this Section 2(f).

(iv) Notices.

(A) Within three (3) Business days of any adjusiment of the
Conversion Price pursuant to this Section 2(f), the Company wifl give written
notice thereof to each Holder, setting forth in reasonable detail, and certifying,
the caleulation of such adjustment.  In the case of a dispute as to the
detenmination of such adjustment, then such dispute shall be resolved in
accordance with the procedures set forth in Section 2(d){iit).

B) The Company will give written notice to cach Holder at Icast
ten (10) Business Days prior to the date on which the Company closes its books
or takes a record (I):with respect to any dividend or distribution upon the
Common Stock, (TI) with-respect to any pro rata subscription offer to holders of
Comumon Stock or (III) for determining rights to vote with respect to any
Fundamental Transaction or Liquidation Event, provided that such information
shall be made known to the public prior to or in conjunction with such notice
being provided to such Holder.

The Company will also give wrilten notice to each'Holder at least ten {10) Business Days prior to the date
on which any Fundamental Transaction or Liquidation Event will take place. provided that such
information shall be made known to the public prior to or in conjunction with such notice being provided 10
such Holder,

(3) Redemption a{ Option of Tlalders,

(2) Triggering Event. A “Triggering Event” shall be deemed to have occurred at
such time as any of the fallowing events:

(i} the Levernge Ratio exceeds the ratios specified in Section 13;

(ii) the failure of the applicable Registrotion Statement to be declared
effective by the SEC on or prior 10 the date that is sixty (60} days afier the applicable
Effectiveness Deadline {as defined in the Registration Rights Agreement);

(iii) while the Registration Statement is required to be maintained effective
pursuant to the terms of the Registration Rights Agreement, the effectiveness of thoe
Registration Statement lapses for any reason (including, without limitation, the issuance
of a stop order) or is unavailable to the Holder for sale of all of the Registrable Securilies
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in accordance with the terms of the Registration Rights Agreement, and sach lapse or
unavailability continues for 2 period of five (5) conseculive Trading Days or for mare
than an aggregate of ten (10) days in any 365-day period (excluding days during an
Allowable Grace Period (as defined in the Registration Rights Agreement));

(iv) the suspension from trading or failure of the Common Stock to be listed
on an Eligible Market for a period of five (5} consecutive Trading Days or for more than
an aggregate of ten (10) Trading Days in any 365-day period;

(v} the Company's (A) failure to cure a Conversion Failure by delivery of
the required number of shares of Common Stock within ten (10) Trading Days after the
applicable Conversion Date or (B) notice, written or oral, to any Holder. including by
way of public announcement or through any of its agents, at any time, of its intention not
te comply, as required, with a request for conversion of any Preferred Shares into
Common Stock that is tendered in accordance with the provisions of this Certificate of
Designations;

{vi) at any time following the tenth (10™) consecutive Business Day that a
Holder's Authorized Share Allocation is less than the nurber of shares of Commen
Stock that such Holder would be entitled to receive upont a conversion ol the ful)
Conversion Amount of the. Preferred Shares (without regard to any limilations on
conversion set forth in Section S or otherwise);

(vii) the Company's failure to pay to the Holder any umounts when and as
due pursuant to this-Certificate of Desighations or any other Transaction Document (as
defined in the Securities Purchase Agreement);

{viil)  the entry by a court having jurisdiction in the premises of (i) a decree or
order for relief in respect of the Company or any Subsidiary of a voluntary case or
proceeding under any applicable Federal or State bankruptcy. insolvency, reorganization
or other similar law or (ii) a decree or order adjudging the Company or any Subsidiary as
bankrupt or insolvent, or approving as properly filed a petition seeking reorganization,
arrangement. adjustment or composition 'of ar in respect of the Company or any
Subsidiary under any applicable Federal 'or State law or (iif) appointing a custodian,
receiver. liquidator, assignee, trustee, sequestrator or other similar official of the
Company or any Subsidiary or of any substantial part of its property, or erdering the
winding up or liquidation of its affairs, and the conlinuance of any such decree or order
for relief or any such other decree or order unsiayed and in effect for a peried of 60
conseculive days;

(ix) the commencement by the Company or any Subsidiary of a voluntary
cage or proceeding under any applicable Federal or State bankruptcy, insolvency,
reorganization or other similar law or of any other case or proceeding to be adjudicated &
bankrupt or insolvent, or the consent by it to the entry of a decree or order for reliet in
respect of the Company or any Subsidiary in an involuntary case or proceeding under any
applicable Federal or State bankrupicy, insolvency. reorganization or other similor law or
to the commencement of any bankrupicy or insolvency case or proceeding aguinst it, or
the filing by it of a pefition or answer or consent seeking reorganization or relief under
any applicable Federal or State law, or the consent by it Lo the filing of such petition or to
the appoiniment of or taking possession by n custodian, receiver, liquidator, assignee,
trustee. sequestrator or other similar oflicial of the Company or any Subsidiary or of any
substantial part of its property, or the making by it of an assignment for the benefit of
creditors, or the admission by it in wriling of its inability to pay its debts generally as they
become due, or the taking of corporate petion by the Company or any Subsidiary in
furtherance ol any such action:
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(x) any event of default occurs with respect to any Indebtedness, including
borrowings under any of the CapitalSource Credit Agreements and any applicable grace
periods in such Indebtedness with respect to such event of default shall have expired:
provided, however, that with respect to any event of default under a CupitalSource Credit
Agreement that is not a payment default, only after acceleration of such lean pursuant to
such CapitalSource Credit Agreement; or

(xi) the Company breaches any representation, warranty, covenant or other
term or condition herein or in any Transaction Document (as defined in the Securities
Purchase Agreement) and such breach constituics, individually or in the aggregate, @
Materia! Adverse EfTect (as defined in the Securitics Purchase Agreement); provided,
however, that in the case of a breach of a covenant or other term or condition herein or in
any Transaction Document which is curable, only if such breach remains uncured for a
period of at least ten (10) consecutive Business Days after receipt of notice from any
Holder of such breach.

(b} Redemption Option Upon Triggering Event or Put Date,

6] [n addition to all other rights of the Holders contained herein, afier &
Triggering Event, the Required Halders shall have the right to require the Company to
redeem all or a portion of the Preferred Shares at a price per Preferred Share equal to the
greater of 115% of {(x) the Conversion Amount and (y) the product of {A) the Conversion
Rate in effect at such time as such Holder delivers a Notice of Redemption et Option of
Holder (as defined below) and (B) the Closing Sale Price of the Commaon Stock on the
Trading Day immediately preceding such Triggering Event {the “Triggering
Redemption Price™). )

(ii) In addition 1o all other rights of the Holders contained herein, at any
time on May 11, 2009 (the “Put .Date”), each Holder shall have the right. at such
Holder's option, to require the Company to redeem all or a portion of such Holder'’s
Preferred Shares at a price per Preferred Share -equal to the outstanding Conversion
Amount lor such Preferred Shares (the “Put Redemptlon Price™, and together with the
Triggering Redemption Price, the “Redemption Price™)

(<) icap mplio i I

(i) Within two (2) Business Days after the occurrence of a qualifying
Triggering Event, the Company shall deliver wrilten notice thereof via facsimile and
overnight courier (*Notice of Triggering Event”) to each Holder.

(ii) At any time after (i) the earlier of a Hotder's receip! of a Nolice of
Triggering Event and such Holder becoming aware of a Triggering Event or (i} the Put
Date, any Heider of Preferred Shares (hen outstanding may reguite the Company to
redeem up to all of such Holder's Preferred Shares by delivering writlen notice thereof
via facsimile and overnight courier {*Notice of Redemption at Optior of Helder™) to
the Company, which Notice of Redemption at Option of Holder shall indicate the number
of Preferred Shares that such Holder is electing to redeem. In the event of a partial
redemption of Preferred Shares pursuant hereto, the Conversion Amount shall be
deducted from the Installment Amounts relating to the applicable Installment Dates gs set
forth in the Notice of Redemption at Option of Holder,

(d} Payment of Redemiption Price. Upon the Company’s receipt of a Notice(s) of
Redemption at Option of Buyer from any Holder, the Company shall within one (1) Busiuess Day
of such receipt notify each Hoider by facsimile of the Company™s receipt of such notice(s). The
Company shall defiver on the fifth (5*) Busiress Day after the Company's receipt of the first
Notice of Redemption at Option of Holder the applicable Redemption Price to all Holders thar
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deliver a Notice of Redemption at Option of Holder prior to the fifth (5™) Busincss Day afler the
Company’s receipt of the first Notice of Redemption at Option of Hoelder; provided that, if
required by Section 2(d){ix), a Holder's Preferred Share Certificates shall have been delivered to
the Transfer Agemt. To the cxtent redemptions required by this Section 3 arc deemed or
determined by a courl of competent jurisdiction to be prepayments of the Preferred Shares by the
Compony, such redemptions shall be deemed to be voluntary prepayments. If the Company is
unable to redeem all of the Preferred Shares submitied for redemption, the Company shall (i)
tedesm a pro rata amount fiom cach Holder based on the number of Preferred Sharcs submitted
for redemption by such Hoider relative to the total number of Preferred Shares submtitted for
redemption by all Holders and (ii) in addition 1o any remedy such Holder may have under this
Certificate of Designation and the Securities Purchase Agreement, pay to each Holder interest at
the rate of 1.5% per month (prorated for partial months) in respect of each unredeemed Preferred
Share until paid in full. The Holders and Company agree that in the event of the Company’s
redemption of any Preferred Shares under this Section 3, the Holders® damages would be uncertain
and difficult to estimate becauss of the parties’ inability to predict future interest rates and the
uncertainty of the availability of a suitable substitute investment opportunity for the Holders.
Accordingly, any redemption premium due under this Section 3 is intended by the partics to be,
and shall be deemed, a reasonable estimate of the Holders' actual loss of ils investment
opportunity and not as a penalty. .

(e) Void Redemption. [n the event that the Company does not pay the Redemption
Price within the time period set forth in Section 3{d), a1 any time thereafter and until the Company
pays such uupaid applicable Redemption Price in full, a Holder shall have the option to, in lisu of
redemption, requirc the Company 1o promptly return o such: Holder any or all of the Preferred

"Shares that were submitted for redemption by such Holder under this Sgetion 3 and for which the

applicable Redemption Price (logether with any interest thereon) has not been paid, by sending
written notice thereof to the Company via facsimile (the “Void Cptional Redemption Notice™).
Upon the Campany’s receipt of such Void Optional Redemption Notice, (i) the Notice of
Redemption at Option of Holder shall be null and void with respect to those Preferred Sharcs
subject to the Void Optional Redemption Notice, (ii) the Company shall immediately return any
Preferred Shares subject to the Void Optional Redemption Notice,.and (iii) the Conversion Price
of such renurned Preferred Shares shall be adjusted to the lesser of {A) the Conversion Price as in
effect on the date on which the Void Optional Redemption Notice is delivered to the Company
and {B) the lowest Weighted Average Price of the Common Stock during (he period beginning on
the dale on which the Notice of Redemption ar Option of Folder is deliveied to the Company and
ending on the date on which the Void Optional Redemiption Notice is delivered to the Company.

H Disputes; Miscellangous. In the event of a dispute as to the determinalion of the
arithmetic calculation of the Redemption Price. such dispute shall be resolved pursuant to Section
2(d)(ili) above with the teym “Redemption Price” being substituted for the term “Coaversion
Rate™. A Holder's delivery of a Void Optional Redemption Notice and exercise of its rights
following such notice shall not effiect the Company’s obligations 1o make any payments which
have accrued prior to the date of such notice. [n the event of a redemption pursuant to this Section
3 of less than all of the Preferred Shares represented by g particular Preferred Share Certificate. the
Company shall promptly cause to be issued and delivered 1o the Holder of such Preferred Shares a
Preferred Share Certificate representing the remaining Preferred Shares which have not been
redeemed, if necessary.

4 Other Rights of Holders,

(a) Assumption. The Company shall not enter inlo or be party to a Fundamental
Transaction unless (i) the Successor Entity assumes in writing (with the purchase of at least a
majority of the ovistanding shares of the Company's Cemmion Stock automatically constitutiog an
assumption in writing} all of the obligalions of the Company under this Certificate of Designations
and the other Transaction Documents in accerdance with the provisions of this Section 4{a)
pursuant fo written agreements in form and substance satisfactory to the Required Holders and
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approved by the Requirsd Holders prior to such Fundamental Transaction, including agreements
to deliver to each holder of Preferred Shares in exchange for such Preferred Shares a security of
the Successor Entity evidenced by a writlen instrument substantiafly similar in form and substance
to this Certificale of Designations, including, without limitation, having a stated valuc end
dividend rate cqual to the stated value and dividend rate of the Preferred Shares held by such
holder and having similar ranking to the Preferred Shares, and satisfactory 1o the Required Holders
and (ii) the Successor Entity {including its Purent Entity} is & publicly traded corporation whose
common shares are quoted on or listed for trading on an Eligible Market. Upon the occurrence of
any Fundamental Transaction, the Successor Entity shall succeed to, and be substituted for (so that
from and after the date of such Fundamental Transaction, the provisions of this Certificate of
Designations referring to the “Company™ shall refer instead to the Successor Entity), and may
exercise every right and power of the Company and shall assume all of the obligations of the
Company under this Certificate of Designations with the same effect as if such Successor Entity
had been named as the Company herein. Upon consummation of the Fundamental Transaction,
the Successor Entity shall deliver to the Holder confirmation that there shall be issued upon
conversion or rederption of the Preferred Shares at any time ofter the consummation of the
Fundamental Transaction, in lieu of the Common Stock (or other securities, cash, assets or other
property) purchasable upon the conversion or redemption of the Preferred Shares prior to such
Fundamental Transaction, such publicly traded common shares {or theie equivalent} of the
Successor Entity, as adjusted in accordance with the provisions of this Certificate of Designations.
The provisions of this Seciion shall apply similaily and cqually to successive Fundamental
Transactions and shall be applied without regard to any limitations on the conversion or
redemption of the Preferred Shares. Notwithstanding the foregoing, this Section 4(a) shall not
apply to the Preferred Shares of a Holder upou the Company’s delivery of a Notice of Mandatory
Redemption 10 such Holder in connection with a Cash Change of Control Event (as defined
below), .

(b) urghase Rights. If at any time the Company grants, issues or sells any
Oprions, Convertible Securities or rights to purchase shares, warrants, securities or other property
pro tata 1o the record holders of any class of Common Stock (the “Purchase Rights™), then the
Holders will be entitled 1o acquire. upon the terms applicable to such Purchase Rights, the
agprepare Purchase Rights which such Holder could have acquired if such Holder had held the
number of shares of Common Stock acquirable upon complete conversion-of the Preferred Shares
(without taking into account any limitations or restrictions on the convertibility of the Preferred
Shares) immediately before the datc on which a record is taken for the grant, issuance or sale of
such Purchase Rights. or, if no such record is taken, the date as-of which the record holders of
Common Stock are (o be determined {or the grant, issue or sale of such Purchase Rights,

(c) Limitations on Senior Management Securities. The Company shall net permit
any of its Senior Management to sell or transfer, directly or indirecily, any Common Stock,

Option, Convertible Security or any other instrument convertible into or exercisable or
exchangeable for Common Stock. or to converl or exercise any such convertible or exercisable
instrument (except a3 may be issued pursuant to the terms of an Approved Share Plan) beneficially
owned by such Person, unless (i) the Required Holders shall have executed a written consent to
such sale, transfer or exercise or (ii) the Weighted Average Pricc of the Common Stock shall have
equaled or excecded 175% of the initial Conversion Price (subject to appropriate adjustments for
stock splits, stock dividends, stock combinations and other similar transactions aller the
Subscription Date) for each of the sixty (60) conseculive Trading Days’ (the “Limitation
Measuring Period™) prior to the date of such sale, transfer or exercise (the “Senior Management
Limitation”). Notwithstandirg the foregoing, the Senior Munagement Limitation shall not apply
to such sale, transfer or exercise if either (x) the Market Capitelization of the Company exceeds
$200 million en the date of such sale, ransfer or exercise or (ii) the averzge daily trading volume
as reported by Bloomberg of the Company’s Common Stock on the Principal Market during the
Limitation Measuring Period exceeds 50,000 shares. Notwithstanding anything stated herein to
the contrary. the Securities may be pledged by Senior Management in connection with a bona fide
margin account or other loan or financing arrangement secured by the Sccurities and such pledge
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of Securities (or resulting foreclosure on such Securities by such lender) shall not be deemed to be
a transfer, sale or assignment of the Securities hereunder, and Senior Management shall not be
required 1o ptovide the Holder with any notice thereof or otherwise make any delivery to the
Holder pursupnt to this Agreement or any other Transaction Document.

(5) Limitation on Beneficial Ownership. The Company shall not effect and shall have no

obligation to effect any conversion of Preferred Shares, and no Holder shall have the right to convert any
Preferred Shares, to the extent that after giving effect to such conversion. such conversian shall cuuse the
beneficial owner of such shares (topether with such Person’s affiliates) to have acquired, through
conversion of Preferred Shares or otherwise, beneficial ownership of a number of shares of Comnmon Stock
that cxceeds 9,99% (or, in the case of each of Castlerigg Master Invesiments Lid. and CopitalSource
Finance LLC, 4.99%) (*Muximum Percentage™) of the nuinber of shares of Common Stock ouistanding
immediately after giving effect to such conversion. Likewise, the Company shall not give effect to any
voting rights of the Preferred Shares, and any Holder shail not have the right to exercise voting rights with
respect to any Preferred Shares pursuant hereto, to the extent that giving effect to such voting rights would
cause such Holder (logether with its a{filiates) 1o be deemed to beneficially awn in excess of the Maximum
Percentage of the number of shases of Common Stock outstanding immediately after giving effect to such
exercise of voting rights. For purposes of the foregoing sentence, the number of shares of Common Stock
beneficially owned by a Person and its affiliates shall include the number of shares of Commen Stock
issuable upon conversion of the Preferred Shares with respect 1o which the deterimination of such sentence
is being made, but shall exclude the number of shares of Common Stock which would be issuable upon (A)
conversion of the remmining, nonconverted Preferred Shares bencficially owned by such Person or any of
its affilistes and (B) exercise or conversion of the unexercised or-uncouveried portion of uny other
securities of the Company (including, without limitation, any warrants) subject to o limitation on
conversion or exercise analogous to the limitation contained herein beneficially owned by such Person or
any of its nffiliares. Except as set forth in the preceding sentence. for purposes of this Section 3, beneficial
ownership shall be calculated in accordance with Section 13(d) of the Securities Exchange Act of 1934, as
amended. For purposes of this Section 5, in determining the number of ontsranding shares of Comnion
Stock, a Holder may rely on the number of outstanding shares of Common Stock as reflected in (1) the
Company’s most recent Form 8-K, Form 10-Q, Form 10-QSB, Form 10-K or Form 10-KSB ns the case

_may be, (2) a more recent public announcement by the Company. or (3) any other notice by the Company

or its transfer agent seting forth the number. of shares of Cormunen Stock outstanding.. Upon the written
request of any Holder, the Company shull promptly, but in no event lazer than two (2) Business Days
following the receipt of such notice, confirm orally and in writing to any such Holder the number of shares
of Common Stock then outstanding. In any case, the number of outstanding shares of Common Stock shalt
be determined after giving effect to conversions of Preferred Shares by such Holder and its affiliates since
the date as of which such number, of outstanding shares of Commen Stock was reported. By writien notice
to the Company, the Holder may increase or decrease the Maximum Percentage o any other percentage not
in excess of 9.99% specified in such notice: provided that (i} any such increase will not be effective until
the sixty-first {61st) day after such notice is delivered to the Company, and (ii} any such increase or
decreasc will apply only to the Holder and not 10 any other Holder.

(6) Authorized Shares

(a} Reservarion, The Company shall have sufficient authorized and unissved shares
ol Common Stock for each of the Preferred Shares equal to 120% of the sum of (i) the number of
shares of Common Stock necessary to effect the conversion at the Conversion Rate with respect to
the Conversion Amount of each such Preferred Share as of the Initial Issuance Date, and (ii} the
number of shares of Common Stock necessary 1o effect the exercise of all of the Warrants. So
long as any of the Preferred Shares.are outstanding, the Company shall take all action necessary to
reserve and keep available out of its authorized and unissued Common Stock, solely for the
pwrpose of effecting the conversion of the Preferred Shares, the number of shares of Common
Stock es shall from time to time be neeessary to efloct the conversion of all of the Preferred Shares
then outstanding: provided that at no time shall the number of shares of Commen Siock so
available be less than the number of shares required to be reserved by the previous sentence
(without regard to any limitations on coaversions} (the “Required Amount™). The initin] number
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of shares of Common Stock teserved for conversions of the Preferred Shares and cach increase in
the mumber of shares so reserved shall be allocated pro rata among (he Holders based on the
number of Preferred Shares held by each Holder at the time of issuance of the Preferred Shares or
increase in the number of reserved shares, as the case may be (the “Authorized Share
Allocation™). In the event a Holder shall sell or otherwise transfer any of such Holder's Preferred
Shares, each transferee shall be allocated a pro rata portion of the number of reserved shares of
Common Srtock reserved for such transferor. Any Common Stock reserved and allocated 1o any
Person which ceases to hald any Preferred Shares shall be allocated to the rémaining Holders of
Preferred Shaves, pro tata based on the number of Preferred Shares then held by such Holders.

®) Insulficient Authorized Shares. If at any time while any of the Preferred Shares
remain outstanding the Company does not have a sufficient number of authorized and unissued

shares of Common Stock to saiisfy its obligation to have available for issuance upon conversion of
the Preferred Shares at least a number of shares of Common Stock equal to the Reguired Amount
(an “Authorized Share Failure™), then the Company shall as promptly as practicable take all
action necessary to increase the Company’s autherized Commen Stock to an amount sufficient to
allow the Company to have available the Required Amount for the Preferred Shares then
outstanding.

(7 Voting Rights, Subject to Section 5 and the Maxinmum Percentage, each Holder shall be
entitled to the whole number of voles cqual to the number of shares of Common Stock into which such
holder's Preferred Shares would be convertibie on the record dale for the volte or consent of stockhelders,
and shall otherwise have voting rights and powers equal to the voting rights and powcrs of the Common
Stack. BEach Holder shall be entitled to receive the same prior nolice of any stackholders’ meeting as is
provided to the holders of Common Stock in accordance with the bylaws of the Company, as well as prior
notice of all stockholder actions Lo be teken by lepally available means in lieu of a meeting and shall vote
as a class with the holders of Common Stock on all matters except those - matiers required by law or by the

" terms hereof to be submitted to z class vote of the Hoiders of Preferred Shares, in which case the Holders of . .

Preferred Shares only shall vate as a separate class.

(8) Change of Contrgl Redemplion Right. So long as Holders (and their transferees)
continue to hald in the aggregate at least 25% of the aggregate number of Preferred Shares purchased on
the Initial Yssuance Date (such Holders, the “Eligible Holders™). no sooner than filleen (15) days nor later
than ten (10} days prior to the consummation of a Change of Control, b not prior to the public
announcement of such Change of Conirol, the Company shall detiver written notice thereof via facsimile
and overnighi courier to the Eligible Holders (2 “Change of Control Notice™). At any time during the
period (the "Change of Control Period™) beginning after a Holder’'s receipt of a Change of Control Notice
and ending on the date that is twenty (20) Trading Days after the consummation of such Change of Control,
such Eligible Holder may require the Company 1o redeem all or any portion of such Holder's Preferred
Shares by delivering written notice thereof (“Change of Control Redemption Notice™) to the Company,
which Change of Control Redemption Notice shall indicate the Conversion Amount the Holder is electing
to redeem. Any Preferred Shares subject to redemption pursuant to this Section 8 shall be redeemed by the
Company in cash at a price equal to the grester of (i) the product (x) the sum of the Conversion Amount
being redeemed together with any accrued but unpaid Dividends per Preferred Share and (y} the quotient
determined by dividing (A) the Closing Sale Price of the Conunon Stock immediately following the public
announcement of such proposed Change of Control by (B) the Conversion Price and (i) 115% of the sum
of the Conversion Amount being redeemed together with any accrued but unpaid Dividends per Prefarred
Share (the “Change of Control Redemption Price”). The Company shall make payment of the Change of
Control Redemption Price concurrently with the consummation of such Change of Contro! if such a
Change of Control Redemption Notice is received prior 1o the consummation of such Change of Control
and within five (5) Trading Days after the Company’s receipt of such notice otherwise (the “Change of
Control Redemption Date™). To the exient redemptions required by this Section 8 are deemed or
determined by a court of competent jurisdiction 1o be prepayments of the Preferred Shares by the Company,
such redemptions shali be deemed to be voluntary prepayments. Notwithstanding anything to the contrary
in this Section 8, until the Change of Control Redemption Price (together with any interest thereon) is paid
in full, the Conversion Amount submitted for redemption under this Section 8 may be converted, in whole
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or in part, by the Holder into shares of Common Stock, or in the event the Conversion !?mc is aﬁml the
consummation of the Change of Control, shates or equity interests of the Succcss:or Entity substanua]!y
equivalent to the Company’s Common Stack pursuant to Section 2(¢c¥i}). The pnmes Ihereto agree that in
the event of the Company’s redemption of any portion of the Note under this Section 8, the 'Holder 5
damages would be uncertain and difficult to estimate because of the parties” inability 1o predict future
interest rates and the uncertainty of the availability of a suitable substitute investment opportunity for the
Holder. Accordingly. any redemption premium due under this Section B is inlended by the parties to be,
and shall be deemed, a reasonable estimate of the Holder’s actual loss of its investment opportunity and not
as a penalty. Tn the event that the Company does nol pay the Change of Comrql Redemption .Pricc on the
Change of Conirol Redemption Date, then the Holder shall have the right to void the redemption pursuant
to Section 3(e) with the term “Change of Control Redemption Price” being subgtituted for “Rcdcmptfon
Price” and "Change of Control Redemptien Notice” being substituled for “Natice of Redemption at Opt!on
of Holder”. In the evemt of g partial redemption of Preferred Sharcs pursuant hereto, the Conversion
Amount redeemed shall be deducted from the Instaliment Amounts velating to the applicable Insiallment
Dates as set forth in the Change of Control Redemption Notice.

{9) COMPANY" TO TORY CONVERSION OR RE ION

(2} Mandaiory Copversion. If at any time afier the second anniversary of the [nitial
Issuance Date (the “Mandatory Conversion Eligibility Date™). (i) the Weighted Averoge Price
of the Common Stock equals or exceeds 175% of the initial Conversion Price (subject 1o
appropriate adjustments for stock splits, stock dividends, stock combinations and other similar
transactions after the Subscription Date) for each of any sixty (60) consecutive Trading Days
following the Mandatory Canversion Eligibitity Date {the “Muandatory Conversion Measuring
Period") and (i) the Equity Conditions shall have been satisfied or waived in writing by the
Holder on each day during the period commencing on the Mandatory Conversion Notice Date and
ending on the Mandatory Conversion Daie (each, as defined below), the Company shall have the
" right 1o require the Holder fo convert up (o all of the Conversion Anount then remaining into fully
poid, validly issued and nonassessable shares of Common Stock in accordance with Section 3(c)
hereof at the Conversion Rale as of the Mandalory Conversion Date {as defined below) (a
+ “Mandatory Cenverslon™). The Company may exercise its right to require conversion under this -
Section 9(a) on one occasion by delivering within not more than two (2) Trading Days following’
: - the end of such Mandatory Conversion Measuring Period a written notice thereof by fag¢simile and
i overnight courier to all, but not less than all, of the holders of Preferred Shares and the Trensfer
Agenl {the "Mandatory Conversion Notice” and the date all of the holders received such notice
by facsimile is referred to as the “Mandatory Conversion Notice Date™). The Mandatory
Conversion Notice shall be irrevocable, The Mandatory Conversion Notice shall state (i} the
Tradiug Day selected [or the Mandatory Conversion in sccordance with Section 9(s), which
Trading Day shall be at Jeast twenty (20) Business Days but not more than sixty (60) Business
Days following the Mandatory Conversion Notice Date (the “Mandatory Conversion Date™), (ii}
the number of Preferred Shares of such Holder subject to the Mandatory Conversion, (iii) the
aggregate Convergsion Amount of the Preferred Shares subject to Mandatory Conversion from all
of the holders of the Preferted Shares pursuant to this Section 9 and {iv) the number of shares of
Common Stock to be issued to such Holder on the Mandatory Conversion Date,

(b) Mandatory Redemption. In addition to all other rights of the Company
contained herein, (x} at any time on or after May 11, 2009 (the “Call Date") if the Bquity
Conditiong shall have been salisfied or waived in writing by the Required Flolders from and
including the Notice of Mandatory Redemption Date (as defined below) through and including the
Mandatory Redemption Date (as defined below), the Company shall have the right, at the
Company's oplion, to redeem (a “Mandatory Call Redemption™) all, bul not less than all, of the
Preferred Shates at a price per Preferred Share equal the outstanding Conversion Amount for such
Preferred Share (the “Call Redemption Priee”) and (y) upon the occurtence of a Change of
Control of the Company with aggregate consideration to be paid to the holders of capital stock of
the Company solely consisting of cash (a "Cash Change of Control Event"), the Company shal)
have the right, at the Company’s option, to redesm (¢ “Mandatory Cash Change of Control
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Redemption”, and together with the Mandatory Call Redemption, a “Mandatory Redemption™)
all, but not less than all, of the Preferred Shares at a price per Preferred Share in cash equal to the
greater of (i} the product (x) the sum of the Conversion Amount being redeemed togelher‘w.ith any
acerued but unpaid Dividends per Preferred Share and (y) the quotient dctermined by dividing (A)
the Closing Sale Price of the Comman Stock immediately following the public announcement of
such propased Change of Control by (B) the Conversion Price and (ii) 115% of the sum of the
Conversion Amount being redeemed together with any accrued but unpaid Dividends per
Preferred Share (the “Mandatory Cash Change of Control Redemption Price”, and together
with the Call Redemption Price, the “Mandatory Redemption Price”)

(i} Mechanics of Man : mption. At any time afer the Call Date
or upon o Cash Change of Control Event, the Compuny may sedeem all of the
outstanding Preferred Shares by delivering writicn notice thereof via facsimile and
overnight courier (“Notice of Mandatory Redemption™) to the Holders. which Notice of
Mandotory Redemption shall indicate the date of such redemption {the “Mandatory
Redemption Date”) and the applicable Mandatory Redemption Price (the date of such
Notice, the “Notlee of Mandatory Redemption Date™). The Notice of Mandatory
Redemption shall state (i} the Trading Day selected for the Mandatory Redemption in
accordance with Section 9(b). which Trading Day shall be at least twenty (20) Business
Days but not more than sixty (60) Business Days following the Notice of Mandatoty
Redemption Date (the “Mandatory Redemption Date"), (ii) the number of Preferred
Shares of such Holder subject to the Mandatory Redemption, (ii) the aggregate
Conversion Amouni of the Preferred Shares subject to Mandatory Redemption from alt of
the holders of the Preferred Shares pursuant to this Segtion 9 and {iv) ihe number of
shares of Common Stock to be issued to such-Holder on the Mandatory Redemption
Date.

{ii) Dispules: Miscellangous. In the event of a dispute as 1o the

determination of the arithmetic calculation of the Call Redemption Price, such dispute
shall be resolved pursuant to Section 2(d)(iii) ubove with the (crm “Call Redemption
Price™ being substituted for the term “Conversion Rate™,

(c) Pro Rata Conversion and Redemption Requirements.

(i) 1f the Company elects to cause a conversion of any Conversion Amount
of Preferred Shares pursuant to Section 9(a) or any rcdemption of Preferred Shares
pursnant to Section 9(b), then it must simultaneously take the same action in the same
proportion with respect to all Preferred Shares.

{ii) All Conversion Amounts converted by the Holder after the Mandatory
Conversion Notice Date shall reduce the Conversion Amount required to be converted on
the Mandatory Conoversion Date. If the Company has elected a Mandatery Conversion.
the mechanics of conversion set farth in Section 2(d) shall apply, to the extent applicable,
as if the Company and the Transfer Agent had received from the Holder on the
Mandatory Conversion Date a Conversion Notice wilh respect to the Conversion Amount
being converted pursuant to the Mandatory Conversion,

(10) Liguidation, Dissolution, Winding-Up. In the event of a Liquidation Event, the Holders
shall be entitled to receive in cash out of the assets of the Company, whether from capital or from earnings
available for distribution to its shareholders (the “Liquidation Funds™), before any amount shall be paid to
the holders of nny of the capital shares of the Company of any class junior in rank to the Preferred Shares in
respect of the preferences as to distributions and payments on the liquidation, dissolution and winding up of
the Company, an smount per Preferred Share equal to the Conversion Amount: provided that, if the
Liquidation Funds are insufficient to pay the full amount due to the Holders and holders of shares of other
¢lasses or series of preferred shores of the Company that are of equal rank with the Preferred Shares as to
payments of Liquidation Funds (the “Pari Passu Shares™}, then each Holder and Pari Passu Shares shall
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receive a percentage of the Liguidation Funds equal to the full amount of Liquidation Funds pa).rable to
such Holder as a liquidation preference, in aceordance with their respective certificate of designations (or
equivalent), as a percentage of the full amount of Liguidation Funds payable to all holders of Preferred
Shares and Pari Passu Shares. To the exient necessary, the Company shall cause such actions to be taken
by any of its Subsidiaries so a5 lo enable, fo the maximum extent permitied by law, the proceeds of &
Liguidation Event to be distributed to the Tlolders in accordance with this Section. All the preferential
amounts 1o be paid to the Holders under this Section shall be paid or sct apart for payment before the
payment or selting apart for payment of any amount for, or the distribution of any Liquidation Funds of t}]c
Company to the holders of shares of other classes or series of prefered shares of the Company junior in
rank to the Preferred Shares in connection with & Liquidation Event as to which this Section applies. The
purchase or redemption by the Company of shares of any class, in any manner permitted by law, shall not,
for the purposes hereof. be regarded as a Liquidation Event.

(an Prefesred Rank. All Comnion Stock shall be of junior rank to all Preferred Shares with
respect to the preferences as to dividends, distributions and payments upon the liquidation, dissolution and

_winding up of the Company. The tights of the Common Stock shall be subject to the preferences and

relative rights of the Preferred Shares. Without the prior express written consent of the Required Halders,
the Company shatl not hereafter authorize or issue additional or other capital shares that is of seniot or pati-
passu tank to the Preferred Shares in respect of the preferences as to distributions and payments upon the
liquidation, dissolution and winding up of the Company. The Company shall be permitted to issue
preferred shates that are junior in rank to the Preferred Shares in respect of the preferences as 1o
distributions and payments upon the liquidation. dissolution and winding up of the Company, provided that
the maturity date (or any other date requiring redemplion or repayment of such preferred shares) of any
such junior preferred shares are not on or before the Maturity Date. In the event of the merger or
consolidation of the Company with or into another corporation, the Preferred Shares shall maintain their
relative powers, designations and preferences provided for herein (except that the Preferred Shares may be
pari passe wilh, but not junior to, any capital shares of the successor entity) and no merger shall result

inconsisient therewith.

(12) Participation. The Holders shall, as holders of Preferred Shares, be entitled to such
dividends paid and distributions made to the holders of Common Stock to the same extent as if such
Holders had converted the Preferred Shares ino Comman Stock (without regard to any limitations on
conversion herein or elsewhere) and had held such Common Stock on the record date for such dividends
and distributions. Payments uader the preceding sentence shall be made concurvently with the dividead or
distribution to the holders of Common Stock. .

(13} Leverape Ratio Test. Bepinning June 30. 2008, so long as any Preferred Shares remain
outstanding. the Company shall not allow the Leverage Ratio to exceed 38.0x.

(14) Limitation gp Number of Conversion Shares. Notwithstanding anything to the contrary

contained herein, the Company shall not be obligated to issuc any shares of Common Stock upen °

conversion of the Preferred Shares or exercise of the Warrants if the issuauce of such Common Stock
would exceed that number of shares of Common Stock which the Company may issue upen conversion of
the Preferred Shares without breaching the Company's obligations under the rules or 1cgulations of the
Principal Market (the "Exchange Cap"). except that such limitation shall not apply in the event that the
Company (a) obtains the approval of its shareholders as required by the applicable rules of the Principal
Market (or any successor rule or regulation} lor issuances of Common Stock in excess of such amount, or
(b) obtains a written opinion from outside counsel to the Company that such approval is not required,
which opinfon shall be reasonably satisfaclory to the Required Holders. Unitil such approval or written
opinion is obtained. no purchaser of Preferred Shares pursuant to the Securities Purchase Agreement (the
“Purchasers™) shail be issued, in the aggregate. upon conversion of Preferred Shares or exercise of the
Warrants, sharcs of Common Stock in an amount greater than the preduct of (i) the Exchange Cap amount
multiplied by (i) a fraction, the numerator of which is the number of Preferred Shares issued to such
Purchaser pursuant to the Securities Purchase Agreement on the Initial Issuance Date and the denominator
of which is the aggregate amount of all the Preferred Shares issued to the Purchasers pursuant to the
Securities Purchase Agreement on the Initia) Issuance Date (the “Exchange Cap Allocation®), In the
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event that any Purchaser shall sell or otherwise transfer any of such Purchaser’s Preferred Shares, the
transferee shall be allocated a pro rata portion of such Purchaser’s Exchange Cap Allocation. [n the event
that any Holder shall convert all of such Holder’s Prefetred Shares into a number of shares of (?ommon
Stack which, in the aggrepate, is less than such Holder's Exchange Cap Allocation, then the difference
between snch Holder's Exchange Cap Allocation and the number of shares of Common Stock actually
issued to such Holder shall be allocated 1o the respective Exchange Cap Allocations of the remaining
Holders on a pro rata basis in proportion to the number of Preferred Shares then held by each such Holder.

(15) Vote to Change the Terms of or Issue Preferred Shargs. In addition (o any other rights

provided by law, exceps where the vote or written consent of the holders of a greater aumber of shares is
requited by law or by anotber provision of the Certificate of Incorporation, without first obtaining the
affirmative vote at a meeting duly called for such purpose or the writlen consent without a meeting of the
Required Holders, voting together as a single class, the Company shall not: (u) amend or repeal any
provision of, or add any provision to. the Articles of Incorporation or bylaws, or file ‘any centificate of
designations or articles of amendment of any series of preferred shares, if such action would adversely alter
or change 1he preferences, riphts, privilspes or powers of, or restrictions provided for the benefit of the
Preferred Shares, regardless of whether any such action shall be by means of amendment to the Articles of
Incorporation or by merger, consolidation or olherwise; (v) increase or decrease (other than by conversion)
the authorized number of shares of the Preferred Shares; {w) create or authorize {by reclassification or
otherwise) any new class or series of shares that has a preference over or is on a parity with the Preferred
Shares with respect to dividends or the distribution of assets on the liquidation, dissolution or winding up of
the Company; (x) purchase, repurchase or redeem any shares of Common Stock {other than pursuant to
cquily incentive agreements will employces giving the Compuny the right to repurchase shares upon the
termination of services): (y) paoy dividends or make any cther distribution on the Commen Stock; or (z)
whether or not prohibited by the terms of the Preferred Shares, circunrvent a right of the Preferred Shares,

{16) Lost or Stolen Certificaies. Upon receipt by the Company of evidence reasonabiy
satisfactory to the Company of the loss, thell, destruction or mutilation of any Preferred Share Certificates
representing the Prefervec Shares, and, in the case of loss, thefi or destruction, of an indemnification
undertaking by the Holder to the Company in customary form and, in the case of mutilation. upen surrender
and cancellation of the Preferred Share Certificate(s), the Company shall execute and deliver new Preferred
Share Certificate(s) of like tenor and- date: provided, however, the Company shall not be obligated to re-

" issue Preferred Share Certificates if the Holder contemporaneously requests the Company to convert such
Preferred Shares into shares of Common Stock., -

(17 Remedies, Characterizalj igpti 'gaches and Injunctive Reliefl
remedies provided in this Certificate of Designations shall be cumulative and in addition to sll other
remedies available under this Certificnte of Designations, at law or in equity (including # decree of specific
performance and/or other injunctive relief). No remedy contained herein shall be deemed a waiver of
compliunce with the provisions giving rise to such remedy. Nothing herein shall limit a Holder's right to
pursue sctual damages for any failure by the Company to comply with the terms of thiy Certificate of
Desigrations, The Company covenants to cach Holder that there shall be no characterization concerning
this instrument other than ns expressly provided herein. Amounts set forth or provided for herein with
respect to payments, conversion and the like (and the computation thereof) shall be the amounts to be
treceived by the Holder thereof and shall nol, except as expressly provided herein, be subject to any other
obtigation of the Company {or the performance thereef). The Company acknowledges that a breach by it
of its oblipations hereunder will cause irreparable harm to the Folders and that the remedy at law for any
such breach may be inadequate, The Company therefore agrees that, in the event of any such breach or
threatened breach, the Holders shall be entitled, in addition te all other available remedies, to an injunction
restraining any breacl, without the necessity of showing economic loss and without any bond or other
security being required.

{18) Construction, This Certificate of Designations shall be deemed to be jointly drafied by
the Company and all Buyers and shall not be construed against any person as the drafter hereof.
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(18) Failure or fndulpence Not Waiver. Ne failure or delay on the part of a Holder in the
excreise of any power, right or privilege hereunder shall operate as a waiver thereof. nor shall any single or

partial exercise of any such power, right or privilege preclude other or further exercise thereof or of any
other right, power or privilege.

(20} Notice. Whenever notice is required to be given under this Certificate of Designations,
unless otherwise provided herein. such notice shall be given in accordance with Section (f) of the
Securities Purchase Agreement (provided that if the Preferred Shares are not held by a Buyer (as defined in
the Securities Purchase Agreement} then substituting the words “holder of Securities” for the word
“Buyer").

(21) Transfer of Preferred Shares. A Holder may assign some or alt of the Preferred Shares
and the accompanying rights hereunder held by such Holder without the consent of the Company; provided
that such assignment is in compliance with applicable securities laws.

(22) Preferred Share Register. The Company shall maintain at its principal executive offices

(or such other office or agency of the Company as it may designate by notice to the Holders), a register for

the Preferred Shares, in which the Company shall record the name and address of the persons in whose

name the Preferred Shares have been issued, as well as the name and address of each transferee. The

Company may treat the person in whose name any Preferred Share is registered on the register as the owner

' and holder thereof for all purposes, notwithstanding any notice to the contrary, but in all events recognizing
any praperty made transiers. '

(23 Sharcholder Matters. Any sharcholder action, approval or consent required. desired or
otherwise sought by the Company pursuant to the rules and regulations of the Principal Market, the Florida
General Corporation Act, this Certificate of Designation or otherwise with respect to the issuance of the
Preferred Shares or the Common Stock issuable upon conversion thereof or the issuance of any Warrants
and the Common Stock issunble upon exercise thereof may be effected by written consent of the
Company’s shareholders or at a duly called mesting of the Company's shareholders, all in accordance with
the applicable rules and regulations of the Principal Market and the Florida General Corporation Act, This
provision is intended to comply with the applicable sections of the Florida (General Corporation Act
permitting shareholder action, approval and consent affected by written consent in lieu of 3 meeting.

(24) involuntary Bankruptey. So long as the CapitalSource Credit Agreements remains
oulstanding, no holder of Preferred Shares shall institute proceedings to have the Campany adjudicated
bankrupt or insolvent, or consent to the inslitution of bankrupley or insolvency proceedings against the
Company.

(25) Disclosure. Upon receipt or delivery by the Company of any notice in accordance with
the terms of this Certificate of Designations, unless the Company has in good faith determived that the
matters telating to such notice do not constitute material, nonpubtic information relating to the Company or
its Subsidiaries, the Company shall within one (1) Business Day afier any such receipt or delivery publicly
disclose such material, nonpublic information en a Current Repart on Form 8-K or otherwise. In the event
that the Company believes that a notice contains material, nonpublic information relating to the Company
or its Subsidiaries, the Company so shall indicate to the Holders conternporaneously with delivery of such
notice, and in the absence of any such indication, the Haolders shall be allowed to presume that all matters
rclating to such notice do not constitute material, nenpublic information relating to the Company or its
Subsidiaries.

" (26)  FORCED REDEMPTION EQUITY CONDITION WAIVER. Notwithstanding anything

in this Certificate of Designations to the contrary, to the extent the Company desires to effect o Forced
Redemption of a number of Preferred Shares (the "Forced Redemption Preferred Shares™) that would
result in the Company failing to satisfy (he Forced Redemplion/Conversion Condition for any Holder, and
the Company satisfies the following conditions, the Forced Redemption/Conversion Condition shall
automatically be waived by such Holder solely with respect to sueh Forced Redeription:
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(a) the Equity Conditions {other than the Forced Redemption/Conversion
Candition) and any other conditions to such Forced Redemption set forth herein shall be satisfied
as of each day throughout the period commencing on the Forced Redemption Natice Date and
ending on the Forced Redemption Dale: and

(b) if the applicable Forced Redemption Market Price exceeds the Conversion Price
in effect as of the Forced Redemption Date, in addition to the applicable Forced Redemption Price
payable to such Holder, the Company shsll pay in cash to such Holder on such Forced
Redemption Date, by wire transfer of irmmediately available funds in accordance with instructions
of the Holder delivered to the Company on or prior to such Forced Redemption Date, a make-
whole amount equal to the difference of (I) the product of (x} the number of Conversion Shares
issuable upon conversion of the Forced Redemption Preferred Shares ot the Conversion Price in
¢ffect as of the Foreed Redemption Date (without regard 1o any limitations on conversion set forth
herein) and (y) the Forced Redemption Market Price and (II) the product of (x) the number of
Conversion Shares issuable upon conversion of the Forced Redemption Preferred Shares at the
Conversion Price in effect as of the Forced Redemplion Date {without regard to any limilations on
conversion set forth herein) and (y) the Conversion Price in effect as of the Forced Rederoption
Date.

* ok ok ok w
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IN WITNESS WHEREOF, the Campany has caused this Certlficate of Designations to be gigned
by Richard C. Rochon, its Acting Chief Executive Officer, as of the 29th day of June, 2007

DEVCON INTERNATIONAL CORP.

By: é y.
Name: Richard C. Rochon
Title: Acting Chief Executive Officer
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EXHIBIT |

DEVCON INTERNATIONAL CORP. CONVERSION NOTICE

Reference is made (o the Certificate of Designations of Series A Convertible Preferred Shares of
Deveon Intsmetional Corp. (the "Certificate of Designatlons™). In accordance with and pursuant 1o the
Certificate of Designations, the undersigned hereby elecls to convert the number of shares of Series A
Convertible Preferred Shares. par value $0,10 per share (the “Preferred Shares™), of Deveon Inigrnational
Corp., a Florida corporation (the “Conpany™). indicated below into shares of Common Stock, par value
$0.10 per share (the “Common Stoek'), of the Company, os of the date specified below.

Date of Conversion;

Number of Preferred Shares 1o be converted;

Share certificate no(s). of Preferred Shares to be converted:

Tax ID Number (If applicable}):

Please confirm the following information:

Conversion Price:

Number of shares of Common Stock to be issued:

Please issue the Common Stock into which the Preferred Shares are being
converled in the following name and to the following address:

Issue to:

Address:

Telephone Number:

Facsimile Number:

Authorization:

By:
Title:

Dated:

Account Number (if electronic book entry transfer):

Transaction Code Number {if electronic book eniry transfer:
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Installment Amounts {o be reduced and amount of reduction:

[NOTE TO HOLDER - THIS FORM MUST BE SENT CONCURRENTLY TO
TRANSFER AGENT]
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ACKNOWLEDGMENT

The Company hereby acknowledges this Conversion Notice and hiercby directs Registrar und
Transfcr Company to jssue the above-indicated number of shares of Commen Stock in accordance with the
Irrevocable Transfer Agent Instructions dated March __, 2006 from the Company and acknowledged and
agreed to by Registrar and Transfer Company.

DEVCON INTERNATIONAL CORP.

By:

Name:
Title:
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