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ARTICLES OF AMENDMENT

TO - “_’6
ARTICLES OF INCORPORATION =i -
OF LR E T
SPORTS GROUP INTERNATIONAL, INC. % A ’F.
: 22 = m
Pursuant to the provisions of section 607.1006, Florida Statutes, this Florida proﬁtf” g{“t -;g a
- corporation adopis the following articles of amendment to its articles of incorporation: ;ﬁ:ﬁ P
P
FIRST: Amendment(s) adopted: %ﬁ e

The Fourth Article shall be amended to read as follows:

The total number of shares of stock which the Company shall have authority to issue
shall be one hundred two million (102,000,000), divided as follows: (i) one hundred million
(100,000,000) shares of Common Stock with a par value of $.001 per share, and (i} two million
(2,000,000) shares of Preferred Stock with a par value of $.001 per share, of which 575,000 are
hereby designated Series A Preferred Stock (“Series A Preferred Stock™)and 650,000 are hereby
designated as Series B Preferred Stock.

Shares of Preferred Stock may be issued from time to time in one or more series, each
of such series to have such terms as stated in the resolution or resolutions providing for the
establishment of such series adopted by the Board of Directors of the Company as hereinafter
provided. Except with respect to the Series A Preferred Stock and Series B Preferred Stock which
are described below, authority is hereby expressly granted to the Board of Directors of the
Company to issue, from time to time, shares of Preferred Stock in one or more series, and, in
connection with the establishment of any such series by resolution or resolutions, to determine
and fix such voting powers, full or limited, or no voting powers, and such other powers,
designations, preferences and relative, participating, optional, and other special rights, and the
qualifications, limitations, and resfrictions thereof, if any including, withcut limitation, dividend
rights, conversion righis, redemption privileges and liquidation preferences, as shall be stated in
such resolution or resoluticns, all te the fullest extent permitted by the Florida General Company
Act, Without limiting the generality of the foregoing, the resolution or resolutions providing for the
establishment of any series of Preferred Stock may, to the extent permitted by law, provide that
such series shall be superior to, rank equally with or be junior to the Preferred Stock of any other
series. Except as otherwise expressly provided in the resolution or resolutions providing for the
establishment of any series of any series of Preferred Stock, no vote of the holders of shares of
Preferred Stock or Common Stock shall be a prerequisite to the issuance of any shares of any
series of the Preferred Stock authorized by and complying with the conditions of this Amended
and Restated Cerfificate of the Company. The rights, preferences, privileges and restrictions of
the Series A Preferred Stock and Series B Preferred Stock shall be as follows:

A. Series A Preferred Stock:

1. Designation and Initial Number. The Class of shares of Preferred Stock
hereby classified shall be designated as “Series A Redeemable Convertible Secured Preferred
Stock”. The initial number of authorized shares of the Series A Preferred Stock shall be 575,000.

2. Dividends. The dividend rate for the Series Preferred A Stock shall be ten
percent {10%) per annum of the face value of $10.00 per share, and no more. Dividends on the
Series A Stock shall be payable at the Holder’s election either in cash or Series A Preferred Stock
at face value beginning on June 1, 1889 and quarterly thereafter each calendar year. Dividends
on shares of Series A Preferred Stock shall commence and accrue and shall be cumulative from
the date in which the Series A Preferred Stock is issued. No dividends shall be paid or set apart
for payment on any shares ranking junior fo the Series A Preferred Stock unless and until all
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accrued and unpaid dividends on the Series A Preferred Stock shall have been declared and paid
or a sum sufficient for payment thereof set apart. For purposes of detérmining junior to the Series
B Preferred Stock, unless and until all accrued and unpaid dividends on the Series A & B
Preferred Stock shall have been declared and paid or a sum sufficient for payment thereof set
apart. Dividends received in shares are convertible at the share price amount as of the close of

. trading on the date that the dividend is to be paid.

3. Redemption. At the option of the Hoider, shares of Series A Preferred Stock
. may be redeemed, in whole or in part, at any time and from time to time after the date of
issuance of the Shares of Series A Preferred Stock to be redeemed, upon the terms and
conditions sef forth as follows: .

3.1 The redemption price per share under this paragraph 3 shall be Ten
Dollars ($10.00) per share, plus an amount equal to unpaid cumulative dividends accrued to date
of redemption (whether or not declared), which shall be accrued at the dividend rate provided in
paragraph 2, pro rata to the date of redemption.

3.1.1  Redemption Schedule. 1/5 of outstanding Series A Preferred
Stock may be redeemed no sooner than one (1) year from the date of issuance. An additional
1/5 of outstanding Series A Preferred Stock may be redeemed no sooner than two (2} years from
the date of issuance. All outstanding Series A Preferred Stock may be redeemed no sooner than
three (3) years from the date of issuance. - - -

3.1.2 Waiver of Redemption Feature. At the absolute and sole
discretion of & majority of the Holders of the Series A Preferred Stock issued and Outstanding at
the time, the Redemption Feature can be waived. In the event that such waiver is made, the
Holder of said Series A Preferred Stock, Issued and Qutstanding shall be entitled to purchase -
one (1) share of the Company’s Common Stock for $1.00 per share each for each five (5) shares
of Series A Stock Issued and Outstanding.

3.2 Notice to the Company shail be provided by the Holders of the Series A
Preferred Stock shall be given by mailing to the Company, a notice of such redemption, first
class, postage prepaid, not later than 30 days prior to the date fixed for redemption, at the
principal office of the Company. Any notice which is mailed herein shall be conclusively
presumed to have been duiy given, whether or not the Company receives such notice; and
failure duly to give such notice by mail, or any defect in such notice, to the Company shall not
affect the validity of the proceedings for the redemption of any other shares of Series A
Preferred Stock.

33 ‘The notice of redemption to the Company shall specify the number of
shares of Series A Preferred Stock to be redeemed, the date fixed for redemption and the
redemption price at which shares of Series A Preferred Stock are to be redeemed, and shall
specify where payment of the redemption price is to be made upon surrender of such shares,
shall state the conversion rate then in effect, and shall state the accrued dividends to the date
fixed for redemption will be paid as specified in said notice, that form and after said date
dividends thereon shall cease to accrue, and that conversion rights of such shares shall cease
and terminate at the close of business on the date fixed for redemption.

4. Security for Series A Stock. The Holder of the Series A Preférred Stock issued
to Kevin A. Blackwell (*KAB") shall be secured by 100% of the SCAC Stock purchased pursuant
to the terms of the Share Purchase Agreement dated March 15, 1999, IR ’

4.1 Default. Any of the following events shall be deemed a “default” for the
purposes of this Article:
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(a} If the Holder presents Series A Preferred Stock to the Company for
redemption and the Company cannot redeem said shares;

(b) SPGK fails to renew, is unable to renew, or otherwise loses its
Exclusive License to market the Spalding name as permitted in the Spalding License Agreement.
i In addition to maintaining the current license, Spalding shall, within 90 days of the date of this
Agreement secure from Spalding an additional or amended license which permits SPGK to use - S
the Spalding license for vitamins and minerals;

(c) Filing by SPGK or any of its subsidiaries, of a voluntary petition in
bankruptcy or seeking reorganization, adjustment, readjustments of debts, or any other relief
under the Bankruptcy Code, as amended, or any insolvency act or law, state or federal, now or
hereafter existing;

(d) Filing of an involuntary petition against SPGK or any of its
subsidiaries, in bankruptcy or seeking reorganization, arrangement, readjustment of debts, or any
other relief under the Bankruptcy Code, as amended, or. under any other insolvency act or law,
state or federal, now or hereafter existing, and the continuance thereof for sixty (60) days
undismissed, unbonded, or undischarged;

(e) Failure of SPGK to provide funding to SCAC on the following
schedule:
1. $250,000.00 to be received on or before April 1 1999;
2. $250,000.00 to be received on or before April 30 1999; —
3. $250,000.00 to be received on or before June 30, 1999; and
4. $250,000.00 to be received on or before September 30, 1999,
Said funding shall be secured without encumbering any of the assets of
SCAC or its subsidiaries.

4.2 Remedies upon the Occurrence of an Event of Default. In the event
that there is a default as defined herein, the Series A Preferred Stock shall be subject to the
terms of the Pledge Agreement dated March 15, 1999.

4.4 -The Security Féature shall be autornatically waived upon either the
redemption of all KAB shares or the conversion of all KAB shares into Common Stock of SPGK.
Alternatively, the Security Feature may be waived by express written agreement and the payment
of consideration to the Holder of said shares.

5. Liquidation or Dissolution. In the event of any voluntary or involuntary
liguidation, dissolution or winding up of the Corporation, the holders of Series A Preferred Stock
then outstanding shall be entitled to be paid out of the assets of the Corporation available for
distribution to its stockholders, an amount per share equal to Ten Dollars ($10.00) per share (plus
an amount equal to unpaid cumulative dividends) without interest, and no more, before any
payment shall be made to the holders of any common stock or stock of the Company ranking
junior to Series A Stock.

6. Sinking Fund. The shares of Series A Preferred Stock may, at the discretion of
the Board of Directors, be subject to the operation of a purchase, retirement or sinking fund,

7. Conversion Privilege. The holders of shares of Series A Preferred Stock shall
have the right, at their option {o convert their shares into common stock at any time after the date
of issue, on and subject to the following terms and conditions: '

71 One share of Series A Stock may be converted into 10 shares of

Common Stock at any time. A minimum of 1000 shares of Series A Preferred Stock must be
converied with no maximum.
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7.2 No fraction of shares of stock of any class of the Company at any fime
authorized shall be issuable upon any conversion of the Series A Preferred Stock. In lieu of any
such fraction of a share, the person entitled to an interest in respect to such fraction shall be
entitled to an additional share to round up the fraction to the next whole share.

= 7.3 Any conversion of Series A Preferred Stock shall be made by the
surrender to the Company, at the office of any Transfer Agent for the Series A Preferred Stock
and at such other office or offices as the Board of Directors may designate, of the certificate or

- certificates representing the share or shares of Series A Preferred Stock to be converted, duly
endorsed or assigned (unless such endorsement or assignment be waived by the Company),
together with a written request for conversion. All shares which may be issued upon conversion
of shares of the Series A Preferred Stock shall upon issue be fully paid and non-assessabie by
the Company and free from all taxes, liens, charges and security interests with respect to the
issue thereof. The Company shall not, however, be required to pay any tax which may be
payable in respect to any transfer involved in the issue and delivery of shares of Common Stock
upon conversion in a name other than that of the holder of the shares of the Series A Preferred
Stock converted, and the Gompany shall not be required to issue or deliver any such share
unless and until the person or persons requesting the issuance thereof shall have paid to the
Company the amount of any such tax or shall have established to the satisfaction of the
Company that such tax has been paid,

7.4 All shares of Series A Preferred Stock which shall have been
surrendered for conversion as herein provided shall no longer be deemed to be outstanding and
all rights with respect to such shares, including the rights, if any, to receive notices and to vote,
shall forthwith cease except only the right to the holders thereof to receive Commaon Stock in
exchange therefor. No payment or adjustment shall be made upon any conversion on account of
any dividends accrued on the shares of the Series A Preferred Steck surrendered for conversion
or on account of any dividends on the Commen Stock issued upon such conversion.

7.5 In the event the Company authorizes any shares of preferred stock to be
issued which are or become publicly traded, a number of such shares of preferred stock sufficient
to provide for the conversion of the Series A Preferred Stock outstanding upon the basis
hereinbefore provided shall at all times be reserved, free from pre- emptlve nghts for such
conversion.

8. Adjustments to Conversion Ratio. The ratio for the conversion
of Series A Preferred Stock into Common Stock (the "Conversion Ratio”) shall be subject to
adjustment from time to time as follows:

8.1 In the event the Company should at any time or from time to firme
after the issuance of the Series A Preferred Stock fix a record date for the effectuation of a split or
subdivision of the outstanding shares of Common Stock or the determination of holders of
Common Stock entitied to receive a dividend or other distribution payable in additional shares of
Common Stock without payment of any consideration by such holder for the additional shares of
Common Stock, then, as of such record date (or the date of such dividend, distribution, split or
subdivision, if no record date is fixed), the Conversion Ratio shall be appropriately adjusted so
that the number of shares of Common Stock issuable on conversion of each share of the Series
A Preferred Stock shall be increased in proportion to such increase of outstanding shares.

8.2 If the number of shares of Common Stock outstanding at any
time after the issuance of the Series A Preferred Stock is decreased by a combination of the
outstanding shares of Common Stock, then, following the record date of such combination, the
Conversion Ratio shall be appropriately adjusted so that the number of shares of Common Stock
issuable on conversion of each share of such Series A Preferred Stock shall be decreased in
proportion to such decrease in outstanding shares. o
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8.3 Other Distributions. [n the event the Company shal! declare a

distribution payable in securities of other persons, evidences of indebtedness issued by the
Company or other persons, or assets (excluding cash dividends), then, in each such case for the
purpose of this subsection 8.3, the holder of Series A Preferred Stock shall be entitled toc a
proportionate share of any such distribution as though they were the holders of the number of

- shares of Common Stock of the Company into which their shares of Series A Preferred Stock are
convertible as of the record date fixed for the determination of the holders of Common Stock of
the Company entitled to receive such distribution.

84 Recapitalization. If, at any time or from time to time there shall
be a recapitalization of the Commaon Stock (other then a subdivision, combination or merger or
sale of assets transaction provided for elsewhere in this Section 8), provisions shall be made so Co
that the holders of Series A Preferred Stock shall thereafter be entitled to receive upon )
conversion of their Preferred Stock the number of shares of stock or other securities or property
of the Company or otherwise, to which a holder of Common Stock deliverable upon conversion
would have been entitled on such recapitalization. In any such case, appropriate adjustment shall
be made in the application of the provisions of this Secticn 8 with respect to the rights of the
holders of Series A Preferred Stock after the recapitalization to the end that the provisions of this
Section 8 (including adjustment of the Series A Preferred Stock Conversion Price then in effect
and the number of shares purchasable upon conversion of Series A Preferred Stock) shall be
applicable after the event as nearly equivalent as may be practicable.

85 No Impairment. The Company will not, by amendment of its
Certificate of the Company or through any reorganization, recapitalization, transfer of assets,
consolidation, merger, dissolution, issue or sale of securities or any other voluntary action, avoid
or seek to avoid the observance or performance of any of the terms to be observed or performed
hereunder by the Company, but will at all times in good faith assist in the carrying out of all the
provisions of this Section 8§ and in the taking of all such action as may be necessary or
appropriate in order to protect the Conversion Rights of the holders of the Series A Preferred
Stock against impairment. -

8.6 No Fractional Shares and Certificates as to Adjustmenis.

(i) No fractional shares shall be issued upon conversion
of the Series A Preferred Stock and the number of shares of Commen Stock to be issued shall be
rounded up to the nearest whole share. -

@iy - Upon the occurrence of each adjustment or
readjustment of the Conversion Ratic pursuant to this Section 8, the Company, at its expense,
shall prompily compute such adjustment or readjustment in accordance with the terms hereof and
prepare and furnish to each holder of Series A Preferred Stock a certificate setting forth such
adjustment or readjusiment and showing in detail the facts upon which such adjustment or
readjustment is based. The Company shall, upon the written request at any time of any holder of
Series A Preferred Stock, furnish or cause to be furnished to such holder a like certificate setting
forth (A} such adjustment and readjustment, (B} the Conversion Ratio at the time in efféct, and
(C} the number of shares of Common Stock and the amount, if any, of other property which at the
time would be received upon the conversion of a share of Series A Preferred Stock.

{iii) If any adjustment in the number of shares of Common
Stock into which each share of Series A Preferred Stock may be converted required pursuant to
this Section 8 would result in an increase or decrease of less than 1% in the number of shares of
Common Stock into which each share of Series A Preferred Stock is then convertible, the amount
of any such adjustment shall be carried forward and adjustment with respect thereto shall be
made at the fime of and together with any subsequent adjusiment which, together with such
amount and any other amount or amounts so carried forward, shall aggregate at least 1% of the
number of shares of Common Stock into which each share of Series A Preferred Stock is then
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sonvertible. All calculations under this paragraph (iii) shall be made to the nearest one-hundredth
of a share. T -

(iv) Notices of Record Date. In the event of any taking by
the Cormpany of a record of the holders of any class of securities for the purpose of determining
the holders thereof who are entitled to receive any dividend {(other than a cash dividend) or other
distribution, the Company shall mail to each holder of Series A Preferred Stock, at least 20 days
prior to the date specified therein, notice for specifying the date on which any such record is to be
taken for the purpose of such dividend or distribution.

87 Reservation of Stock Issuable Upon Conversion, The o
Company shall at all times reserve and keep available out of its authorized but unissued shares .
of Common Stock solely for the purpose of effecting the conversion of the shares of Series A
Preferred Stock such number of its shares of Common Stock as shall from time to time be
sufficient to effect the conversion of all outstanding shares of Series A Preferred Stock; and, if at
any time the number of authorized but unissued shares of Common Stock shall not be sufficient
to effect the conversion of all then outstanding shares of Series A Preferred Stock, in addition to
such other remedies as shall be available to the holder of such Series A Preferred Stock, the
Compa‘ny will take such corporate action as may, in the opinion of its counsel, be necessary to
increase its authorized but unissued shares of Common Stock to such number of shares as shall
be sufficient for such purposes. - -

8.8 Notices. Any notice required by the provisions of this Section 8
to be given to the holders of shares of Series A Preferred Stock shall be deemed given if
deposited in the United States mail, postage prepaid, and addressed to each holder of record at
his address appearing on the books of the Company.

8.¢ Merger, Consolidation. [f at any time there is & merger or
consolidation of the Company with or into another Company or other entity or person, or any
other corporate reorganization, in which the Company shall not be the continuing or surviving
entity of such merger, consolidation or reorganization, or the sale of all or substantially all of the
Company's properties and assets {o any other person, then, as a part of such reorganization,
merger, consolidation or sale, provision shall be made so that the holders of the Series A
Preferred Stock shall be entitled to receive {on a per share basis), prior to any distribution to
holders of Common Stock, the number of shares of stock or other securities or property to be
issued to the Company or its stockholders resulting from such reorganization, merger,
conselidation or sale in an amount per share equal to the applicable Liquidation Price for the
Series A Preferred Stock plus a further amount equal to any dividends declared but unpaid on
such shares. ———

9. Voting Rights. Holders of shares of Series A Preferred Stock shall have a
general right to vote and shall be entitled to notice of the meetings of the stockholders of the
Company, and to participate in such meetings. At general meetings of the stockholders, Holders
of Series A Preferred Stock shall be entitled to ten {10} votes for each share of Series A Preferred
Stock. Holders of shares of Series A Preferred Stock shall be permitted to special voting rights
set forth in the following sub-paragraph 9.1 below.

9.1 So long as any shares of the Series A Preferred Stock are outstanding,
the Company shall not (a} without the affirmative vote of at least one-half of the votes entitled to
be cast by all shares of the Series A Preferred Steck at the time outstanding amend or change
any terms of the Series A Preferred Stock in Article IV of the Articles of Incorporation of the
Company or other provisions of the Articles of Incorporation generally applicable to the Series A
Preferred Stock, so as to affect materially and adversely any such terms; (b) without the
affirmative vote of at least one-half of the vote entitled to be cast by shares of the Series A
Preferred Stock at the time outstanding, {i) increase the authorized number of shares of Series A
Preferred Stock in excess of 575,000; (i) authorize shares of any other class of stock ranking on
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a parity with shares of Series A Preferred Stock as to dividends or assets; (iii} change the terms
of the redemption feature of the Series A Preferred Stock, including the waiver of said feature; or
(iv) change the conversion features of the Series A Preferred Stock.

10. General Provisions. [n addition to the above provisions with respect fo the
Series A Preferred Stock, such Series A Preferred Stock shall be subject to and be entitled to the
benefits of, the provisions set forth in the Company’s Articles of Incorporation with respect to
Preferred Stock generally.

B. Series B Preferred Stock:

1. Designation and Initial Number. The Ciass of shares of Preferred Stock
hereby classified shall be designated as “Series B Preferred Stock. The initial number of ]
authorized shares of the Series B Preferred Stock shall be 650,000. - ST

2. Dividends. The dividend rate for the Series B Preferred Stock shall be ten
percent (10%) per annum of the face value of $10.00 per share, and no more. Dividends on the
Series B Preferred Stock shall be payable at the Holder’s election either in cash or Series B
Preferred Stock at face value beginning on June 1, 1999 and quarterly thereafter each calendar
year. Dividends on shares of Series B Preferred Stock shall commence and accrue and shall be
cumulative from the date in which the Series B Preferred Stock is issued. No dividends shall be
paid or set apart for payment on any shares ranking junior to the Series B Preferred Stock unless
and until afl accrued and unpaid dividends on the Series B Preferred Stock shall have been
declared and paid or a sum sufficient for payment thereof set apart. For purposes of determining
this provision, the Series B Preferred Stock shall rank equal to the Series A Preferred Stock.
Dividends received in shares are convertible at the share price amount as of the close of trading
on the date that the dividend is to be paid. . .

3. Liquidation or Dissolution. In the event of any voluntary or involuntary
liquidation, dissoltution or winding up of the Corporation, the holders of Series B Preferred Stock
then outstanding shail be entitled {0 be paid out of the assets of the Corporation available for
distribution to its stockholders, an amount per share equal to Ten Dollars ($10.00) per share (plus
an amount equal to unpaid cumulative dividends) without interest, and no more, before any
payment shall be made to the holders of any common stock or stock of the Company ranking
junior to Series B Stock. For purposes of this provision, the Series B Preferred Stock shall rank
equal to the Series A Stock.

4. Sinking Fund. The shares of Series B Preferred Stock may, at the discretion of
the Board of Directors, be subject to the operation of a purchase, retirement or sinking fund.

5. Conversion Privilege. The holders of shares of Series B Preferred Stock shall
have the right, at their option to convert their shares into common stock at any time after the date
of issue, on and subject to the following terms and conditions: -

5.1 One share of Series B Preferred Stock may be converted into 10 shares
of Common Stock at any time. A minimurm of 1000 shares of Series B Preferred Stock must be
converted with no maximum.

52 No fraction of shares of stock of any class of the Company at any time
authorized shall be issuable upon any conversion of the Series B Stock. In lieu of any such
fraction of a share, the person entitled to an interest in respect to such fraction shall be entitled to
an additional share to round up the fraction to the next whole share.

53 Any conversion of Series B Preferred Stock shall be made by the
surrender to the Company, at the office of any Transfér Agent for the Series B Preferred Stock
and at such other office or offices as the Board of Directors may designate, of the certificate or
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certificates representing the share or shares of Series B Preferred Stock to be converted, duly
endorsed or assigned (unless such endorsement or assignment be waived by the Company,
together with a written request for conversion. All shares which may be issued upon conversion
of shares of the Series B Preferred Stock shall upon issue be fully paid and non-assessable by
the Company and free from all taxes, liens, charges and security interests with respect to the
issue thereof. The Company shall not, however, be required to pay any tax which may be
payable in respect to any transfer involved in the issue and delivery of shares of Common Stock
upon conversion in a name other than that of the holder of the shares of the Series B Preferred
Stock converted, and the Company shall not be required to issue or deliver any such share
unless and until the person or persons requesting the issuance thereof shall have paid to the
Company the amount of any such tax or shall have established to the satisfaction of the
Company that such tax has been paid.

54 All shares of Series B Preferred Stock which shall have been
surrendered for conversion as herein provided shall no longer be deerhed to be outstanding and
all rights with respect to such shares, including the rights, if any, to receive notices and to vote,
shall forthwith cease except only the right to the holders thereof to receive Common Stock in
exchange therefor. No payment or adjustment shall be made upon any conversion on account of
any dividends accrued on the shares of the Series B Preferred Stock surrendered for conversion
or on account of any dividends on the Common Stock issued upon such conversion.

55 In the event the Company authorizes any shares of preferred stock to be
issued which are or become publicly traded, a number of such shares of preferred stock sufficient
to provide for the conversion of the Series B Preferred Stock outstanding upon the basis
hereinbefore provided shall at all times be reserved, free from pre-emptive rights, for such
conversion.

6. Adjustments to Conversion Ratio. The ratio for the conversion
of Series B Preferred Stock into Common Stock (the “Conversion Ratio”) shall be subject to
adjustment from time to time as foliows: .

6.1 in the event the Company should at any time or from time to time
after the issuance of the Series B Preferred Stock fix a record date for the effectuation of a split or
subdivision of the outstanding shares of Common Stock or the determination of holders of
Common Stock entitled to receive a dividend or other distribution payable in additional shares of
Common Stock without payment of any consideration by such holder for the additional shares of
Common Stock, then, as of such record date (or the date of such dividend, distribution, split or
subdivision, if no record date is fixed), the Conversion Ratio shall be appropriately adjusted so
that the number of shares of Common Stock issuable on conversion of each share of the Series
B Preferred Stock shall be increased in proportion to such increase of outstanding shares.

6.2 If the number of shares of Common Stock outstanding at any
time after the issuance of the Series B Preferred Stock is decreased by a combination of the
outstanding shares of Common Stock, then, following the record date of such combination, the
Conversion Ratio shall be appropriately adjusted so that the number of shares of Common Stock
issuable on conversion of each share of such Series B Preferréd Stock shall be decreased in
proportion to such decrease in outstanding shares.

6.3 Other Distributions. In the event the Company shall declare a
distribution payable in securities of other persons, evidences of indebtedness issued by the
Company or other persons, or assets (excluding cash dividends), then, in each such case for the
purpose of this subsection 6.3, the holder of Series B Preferred Stock shall be entitled to a
proportionate share of any such distribution as though they were the holders of the number of
shares of Common Stock of the Company into which their shares of Series B Preferred Stock are
convertible as of the record date fixed for the determination of the holders of Common Stock of
the Company entitied to receive such distribution.
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6.4 Recapitalization. If, at any time or from time {o time there shall
be a recapitalization of the Commeon Stock (other then a subdivision, combination or merger or
sale of assets transaction provided for elsewhere in this Section 6), provisions shall be made so
that the holders of Series B Preferred Stock shall thereafter be entitled to receive upon

- conversion of their Preferred Stock the number of shares of stock or other securities or property
of the Company or otherwise, fo which a holder of Common Stock deliverable upon conversion
would have been entitled on such recapitalization. In any such case, appropriate adjustment shall
be made in the application of the provisions of this Section 6 with respect to the rights of the
holders of Series B Preferred Stock after the recapitalization to the end that the provisions of this
Section 6 (including adjustment of the Series B Preferred Stock Conversion Price then in effect
and the number of shares purchasable upon conversion of Series B Preferred Stock) shall be
applicable after the event as nearly equivalent as may be practicable.

6.5 No Impairment. The Company will not, by amendment of its
Certificate of the Company or through any recrganization, recapitalization, transfer of assets,
consolidation, merger, dissolution, issue or sale of securities or any other voluntary action, avoid
or seek fo avoid the observance or performance of any of the terms fo be observed or performed
hereunder by the Company, but will at all times in good faith assist in the carrying out of all the
provisions of this Section 6 and in the taking of all such action as may be necessary or
appropriate in order to protect the Conversion Rights of the holders of the Series B Preferred
Stock against impairment. :

66 . No Fractional Shares and Certificates as to Adjustments.

D No fractional shares shall be issued upon conversion
of the Series B Preferred Stock and the number of shares of Common Stock to be issued shall be
rounded up to the nearest whole share.

(i) Upon the occumrence of each adjustment or
readjustment of the Conversion Ratlo pursuant to this Section 6, the Company, at its expense,
shall promptly compute such adjustment or readjustment in accordance with the terms hereof and
prepare and furnish to each holder of Series B Preferred Stock a certificate setting forth such
adjustment or readjustment and showing in detail the facts upon which such adjustment or
readjustment is based. The Company shall, upon the written request at any time of any holder of
Series B Preferred Stock, furnish or cause to be furnished to such holder a like certificate setting
forth (A) such adjustment and readjustment, (B} the Conversion Ratio at the time in effect, and
(C) the number of shares of Common Stock and the amount, if any, of other property which at the
time would be received upon the conversion of a share of Series B Preferred Stock.

{iii) If any adjustment in the number of shares of Common
Stock into which each share of Series B Preferred Stock may be converted required pursuant to .
this Section 6 would result in an increase or decrease of less than 1% in the number of shares of
Common Stock into which each share of Series B Preferred Stock is then convertible, the amount
of any such adjustment shall be carried forward and adjustment with respect thereto shall be
made at the time of and together with any subsequent adjustment which, together with such
amount and any other amount or amounts so carried forward, shall aggregate at [east 1% of the
number of shares of Common Stock into which each share of Series B Preferred Stock is then
convertible. All calculations under this paragraph (iii) shall be made to the nearest one-hundredth
of a share.

(iv) Notices of Record Date. In the event of any taking
by the Company of a record of the holders of any class of securities for the purpose of
determining the holders thereof who are entitled to receive any dividend (other than a cash
dividend) or other disfribution, the Company shall mail to each holder of Series B Preferred Stock,
at least 20 days prior to the date specified therein, notice for specifying the date on which any
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such record is to be taken for the purpose of such dividend or distribution.

6.7 Reservation of Stock Issuable Upon Conversion. The
Company shall ai all times reserve and keep available out of its authorized but unissued shares
of Common Stock solely for the purpose of effecting the conversion of the shares of Series B
Preferred Stock such number of its shares of Common Stock as shall from time to time be
sufficient to effect the conversion of all outstanding shares of Series B Preferred Stock; and, if at
any time the number of authorized but unissued shares of Commeon Stock shall not be sufficient
to effect the conversion of all then outstanding shares of Series B Preferred Stock, in addition to
such other remedies as shall be available to the holder of such Series B Preferred Stock, the
Company will take such corporate action as may, in the opinion of its counsel, be necessary to
increase its authorized but unissued shares of Common Stock to such number of shares as shall
be sufficient for such purposes. .-

6.6 Notices. Any notice required by the provisions of this Section 6
to be given to the holders of shares of Series B Preferred Stock shali be deemed given if
deposited in the United States mail, postage prepaid, and addressed to each holder of record at
his address appearing on the books of the Company. ’

6.9 Merger, Consolidation. If at any time there is a merger or consaolidation
of the Company with or into another Company or other entity or person, or any other corporate
reorganization, in which the Company shall not be the continuing or surviving entity of such
merger, consolidation or reorganization, or the sale of all or substantially all of the Company’s
properties and assets to any other person, then, as a part of such reorganization, merger,
consolidation or sale, provision shall be made so that the holders of the Series B Preferred Stock
shall be entitled to receive (on a per share basis), prior to any distribution to holders of Common
Stock, the number of shares of stock or other securities or property to be issued to the Company
or its stockholders resulting from such reorganization, merger, consolidation or sale in an amount
per share equal to the applicable Liquidation Price for the Series B Preferred Stock plus a further
amount equal to any dividends declared but unpaid on such shares.

7. Voting Rights. Holders of shares of Series B Preferred Stock shall have a
general right to vote and shall be entitled to notice of the meetings of the stockholders of the
Company, and to participate in such meetings. At general meetings of the stockholders, Holders
of Series B Preferred Stock shall be entitled to ten {10) votes for each share of Series B Stock.
Holders of shares of Series B Preferred Stock shall be permitted to special voting rights set forth
in the following sub-paragraph 8.1 below.

7.1 So long as any shares of the Series B Preferred Stock are outstanding,
the Company shall not (a) without the affirmative vote of at least one-half of the votes entitled to
be cast by all shares of the Series B Preferred Stock at the time outstanding amend or change
any terms of the Series B Preferred Stock in Article IV of the Articles of Incorporation of the
Company or cther provisions of the Articles of Incorporation generally applicable to the Series B
Stock, so as to affect materially and adversely any such terms; (b) without the affirmative vote of
at least one-half of the vote entitled to be cast by shares of the Series B Preferred Stock at the
time outstanding, (i) increase the authorized number of shares of Series B Preferred Stock in
excess of 650,000; (i) authorize shares of any other class of stock ranking on a parity with shares
of Series B Preferred Stock as to dividends or assets; or (iii) change the conversion features of
the Series B Preferred Stock.

8. General Provisions. In addition to the above provisions with respect to the
Series B Stock, such Series B Preferred Stock shall be subject to and be entitied to the benefits

of, the provisions set forth in the Company’s Articles of Incorporation with respect to Preferred
Stock generally.
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The Fifth Article shail be amended to read as iollows:
The number of directors of the corporation shall be fixed by the bylaws, or if the bylaws
fail to fix such a number, then by resolution adopted from time to time by the board of directors, -
provided that the number of directors shall not be less than one. .
SECOND: None.
- THIRD: The date of each amendment’s adoption: May 10, 1999,
FOURTH: Adoption of Amendment(s) (CHECK ONE)

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

‘The amendment(s) was/were approved by the shareholders through voting
groups.

— _ The amendmenti(s) was/were adopted by the board of directors without
shareholder action and shareholder action was not required.

_ The amendment(s) was/were adopted by the incorporators without shareholder
action and shareholder action was not required. .

Signed this 10th day of May, 1999.

Signature: ———
Kevin A. Blackwell, President and
Chairman of the Board
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