(h)  If at any time or from time to time on or after the Initial Issuance Date, the
Corporation shall grant, issue or sell any Options, Convertible Securities or rights to purchase
property (the "Purchase Righta") pro rata to the record holders of any class of Common Stock
and such grants, isanances or sales do not result in an adjustment of the Conversion Price under
Section 6(b) hereof, then each holder of Preferred Stock shall be entitled to acquire (within thirty
(30) days after the later to occur of the initial exercise date of such Purchase Rights or receipt by
guch holder of the notice conceming Purchase Rights to which such holder shall be entitled
under Section 6(g)) and upon the terms applicable to such Purchase Rights either:

i) the aggregate Purchase Rights which such holder could have acquired if it
had held the number of shares of Common Stock acquirable upon
conversion of the Preferred Stock immediately before the grant, issuance
or sale of such Purchase Rights; provided that if ey Purchase Rights were
distributed to holders of Common Stock without the payment of additional
consideration by such holders, corresponding Purchase Rights shall be
distributed to the exercising holders of the Preferred Stock as soon as
possible after such exercise and it shall not be necessary for the exercising
holder of the Preferred Stock specifically to request delivery of such

rights; or

i) in the event that any such Purchase Rights shall have expired or ahall
expire prior to ihe end of said thirty (30) day period, the number of shares
of Common Stock or the amount of property which such holder could
have acquired upon such exercise at the time or times at which the
Corporation granted, issued or sold such expired Purchase Rights.

)] If any event occurs as to which, in the opinion of the Board of Directors,
the provisions of this Section 6 are not strictly applicable or if strictly applicable would not fairly
protect the rights of the holders of the Preferred Stock in accordance with the essential intent and
principles of such provisions, then the Board of Directors shall make an adjustment in the
application of such provisions, in accordance with such essential intent and principles, so as to
protect such rights as aforesaid, but in no event shall any adjustment have the effect of increasing
the Conversion Price as otherwise determined pursuant to any of the provisions of this Section 6
except in the case of a combination of shares of a type contemplated in Section 6(d) hereof and
then in no event to an amount larger than the Conversion Price as adjusted pursuant to Section
6(d) hereof.

SECTION 7. MANDATOQRY CONVERSION,

(a)  Bach share of Preferred Stock shall automatically be converted into sharcs
of Comuoon Stock at its then effactive Conversion Price at any time upon the closing of an
underwritten public offering pureuant to an effective registration statement under the Secarities
Act of 1933, as amended, covering the offer and sale of Commeon Stock for the account of the
Corporation to the public generally at a prics to the public which places upon the Corporation a
value {prior to the receipt of proceeds of such offering) of at least $50 million and in which the
net proceeds to the Corporation are not less than $10 million (herein referred to as a "Qualified
Public Offering™). In addition, each share of Preferred Stock shall automatically be converted
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into shares of Common Stock at the then effective Conversion Price for such shares upon the
vote to so convert of the holders of at least a majority of the shares of Preferred Stock then
outstanding.

(b)  All holders of record of shares of Preferred Stock will be given at least 10
days' prior written notice of the date fixed and the place designated for mandatory conversion of
all of such shares of Preferred Stock pursuant to this Section 7. Such notice wail be sent by mail,
first class, postage prepaid, to each record holder of shares of Preferred Stock at such holder's
address appearing on the stock register. On or before the date fixed for conversion each holder
of shareg of Preferred Stock shall surrender his or its certificates or certificates for all such shares
to the Corporation at the place designated in such notice, and shall thereafter receive certificates
for the number of shares of Commeon Stock to which such holder is entitled pursuant 1o this
Section 7. On the date fixed for conversion, all rights with respect to the Preferred Stock so
converted will terminate, except only the rights of the holders thereof, upon aumrrender of their
certificate or certificates therefor, to receive certificates for the number of shares of Common
Stock into which such Preferred Stock has been converted. 1f so required by the Corporation,
certificates surrendered for conversion shall be endorsed or accompanied by written instrument
or instruments of transfer, in form satisfactory to the Corporation, duly executed by the
registered holder or by his attorneys duly authorized in writing. All certificates evidencing
shares of Preferred Stock which are required to be surrendered for conversion in accordance with
the provisions hereof shall, from and after the date such certificates are so required to be
surrendered, be deemed to have been retired and canceled and the shares of Preferred Stock
represented thereby converted into Common Stock for all purposes, notwithstanding the failure
of the holder or holders thereof to surrender such certificates on or prior to such date. As soon as
practicable after the date of such mandatory conversion and the surrender of the certificate or
certificates for Preferred Stock as aforesaid, the Corporation shall cause to be issued and
deliversd to such holder, or on his or its written order, a certificate or certificates for the mumber
of fu)l shares of Common Stock issuable on such conversion in accordance with the provisions
hersof and cash as provided in Section 5(b) hereof in respect of any fraction of a share of
Common Stock otherwise issuable upon such conversion.

SECTION 8. REDEMFYTION,

(&  The Corporation shall redeem all outstanding shares of Series A Preferred
Stock (to the extent that such redemption shall not violate any applicable provisions of the laws
of the State of Delaware) on the fifth anniversary of the Initial Issuance Date (the "Redemption
Date"). Bach share of Serios A Preferred Stock shall be redecmed at a price in cash oqual to the
Stated Value per share, plus an amount equal to any dividends accrued but unpnid thereon (such
amount is hereinafier referred to as the "Redemption Price”). If the Corporation is unable to
redsem any shares of Series A Praferred Stock then to be redeemed because such redemption
would violate the applicable laws of the State of Delaware, then the Corporation shall redeem
such shares as soon thereafter as redemption would not violate such laws.

(v) Inthe event of any redemption of only a part of the then outstanding
Series A Preferred Stock, the Corporation shall effect such redemption pro rats among the
holders of Series A Preferted Stock (based on the number of shares of Series A Preferred Stock
held on the Redemption Date),
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(c) At lcast thirty (30) days prior to the Redemption Date, written notice shali
be mailed, postage prepeid, to cach holder of record of Series A Preferred Stock to be redeemed,
at his or its post officc address last shown on the records of the Corporation, notifying such
holder of the number of shares 50 1o be redeemed, specifying the Redemption Date and the date
on which such holder's conversion rights (pursuant to Section 5 hereof) as to such shares
terminate and calling upon such holder to surrender to the Corporation, in the marmer and at the
place designated, his or its certificate or certificates representing the shares to be redeemed (such
notice is hereinafler reforred to as the "Redemption Notice™). On or prior to the Redemption
Date, each holder of Series A Preferred Stock to be redeemed shall surrender his or its certificate
or certificates representing such shares to the Corporation, in the manner and at the place
designated in the Redemption Notice, and thereupon the Redemption Price of such shares shall
be payable to the order of the person whose name appesrs on such certificate or certificates as
the owner thoreof and cach swrrendered certificate shall be canceled. In the event less than ail
the shares represented by any such certificate are redeemed, a now certificate shell be issued
representing the unredeemed shares, From and after the Redemption Date, unless there shall
have been a default in payment of the Redemption Price, all rights of the holders of the Series A
Preferred Stock designated for redemption in the Redemption Notice as holders of Series A
Preferred Stock (except the right to receive the Redemption Price without interest upon suwrrender
of their certificate or certificates) shall cease with respect to such shares, and such shares shall
not thereafter be transferred on the books of the Corporation or be deemed to be outstanding for
any purpose whatsoever.

(d)  Except for the right to redeem shares of Series A Preferred Stock as
provided in Section 8(p) hereof, the Corporation shall have no right to redeem the shares of
Preferred Stock. Any shares of Series A Preferred Stock so redecmed shall be permanently
retired, shall no longer be desmed outstanding and shall not under any circumstances be reissued,
and the Corporation may from time to time take such appropriate corporate action as may be
necessary to reduce the autherized Preferred Stock accordingly. Subject to Section 4 hereof,
nothing herein contained shall prevent or restrict the purchase by the Corporation, from tims to
time either at public or private sale, of the whole or any part of the Preferred Stock at such price
or prices as the Corporation may determine, subject to the provisions of applicable law.

ARTICLEY,
In furtherance and not in limitation of the powers conferred by statute, the by-
law:s qf the Corporation may be made, altered, amended or repealed by the stockholdess or by a
majority of the entire Board of Directors.
ARTICLE V1.
Elections of directors need not be by written ballot.
ARTICLE VII.
(1) Indemnification. The Carporation shall indemnify to the fallest

extent permitted under and in accordance with the laws of the State of Delaware any person who
was or is & party or is threatened to be made & party to any threatened, pending or completed
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action, suit ar proceeding, whether civil, criminal, administrative or investigative (other than an
action by or in the right of the Corporatian) by reason of the fact that he is or was a director,
officer, incorporator, employee or agent of the Corporation, or is or was serving at the request of
the Corporation as a director, officer, trustee, employece or agent of or in any other similar
capacity with another corporation, partnership, joint venture, frust or other enterprise, against
expenses (including attorneys' fees), judgments, fints and amounts paid in settlement actually
and reasonably incuxred by him in connestion with such action, suit or proceeding if he acted in
good faith and in a manner he reasonably believed to be in or not opposed to the best interests of
the Corporation, and, with respect to any criminal action or proceeding, had no reasonable cause
to believe his conduct was uniawful. The terminstion of any action, suit or proceeding by
judgment, order, settlement, conviction, or upon a plea of nolo contendere or its equivalent, shall
not, of itself, create a presumption that the person did not act in good faith and in a manner
which he reasonably believed to be in, or not opposed to, the best interests of the Comporation,
and, with respect to any crimine] action or proceeding, shall not, of itself, create a presumption
that the person had reagsonable cause to believe that his conduct was unlawful.

(2)  Paymentof Expenses. Expenses (including attorneys’ fees)
incurred in defending any civil, criminal, administrative or investigative action, suit or
proceeding shall {in the case of any action, suit or proceeding agaimst a director of the
Corporation) or may (in the case of any action, suit or proceeding against an officer, trustee,
employee or agent) be paid by the Corporation in advance of the final disposition of such action,
suit or proceeding as authorized by the Board of Directors upon reeceipt of an undertaking by or
on behalf of the indemnified person to repay such amount if it shall ultimately be determined that
he is not entitled to be indemnified by the Corporation as authorized in this Article VII.

(3) Nonexclusivity of Provision. The indemnification and other
rights set forth in this Article shall not be exclusive of any provisions with respect thereto in the
by-laws or any other contract or agreement between the Corporation and any officer, director,
employee or agent of the Corporation.

(4) Effect of Repeal. Neither the amendment nor repeal of this
Article V11, subparagraph 1, 2, or 3, nor the adoption of any provision of this Certificate of
Incorporation inconsistent with Article VII, subparagraph 1, 2, or 3, shall eliminate or reduce the
effact of this Article VI, subparagraphs 1, 2, and 3, in respect of any matter occurring before
such amendment, repeal or adoption of an inconsistent provision or in respect of any canse of
action, suit or claim relating to aey such matter which would have given rise to a right of
indemnification or right to receive sxpenses pursnant to this Article VII, subparagraph 1, 2, or 3,
if such provision had not been so amended or repealed or if a provision inconsistent therewith
bad not been so adopted. ‘

(5)  Limitation on Liability. No director or officer shall be personally
liable to the Corporation or any stockholder for monetary damages for breach of fiduciary duty
as a director or officer, except for any matter in respect of whick such director or officer (A)
shall be liable under Section 174 of the General Corporation Law of the State of Delaware or any
amendment thereto or successor provision thereto, or (B) shall be liable by reazon that, in
addition to any and all other requirements for Liability, he:
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1) ghall have breached his duty of loyalty to the Corporation or its
stockholders;

i)  shall not have acted in good faith or, in failing to act, shall not have acted
in good faith;

iify  shall have acted in 4 manner involving intentional misconduct or a
knowing violation of law or, in failing to act, shail have acted in a manner
involving intentional misconduct or a knowing violation of law; or

iv) ghall have derived an improper personal benefit.

If the General Cotporation Law of the State of Delaware is amended after the date
hereof to authorize corporate action further eliminating or limiting the personal libility of
directors, then the lability of a director of the Corporation ghall be eliminated or lirnited to the
fullest extant permitted by the Genoral Corporation Law of the State of Delaware, a5 50
amended.
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IN WITNESS WHEREOF, said Corporation has caused this Certificate to be
signed by its Chief Executive Officer this ) \day of December, 2001.

Brian D. Cahill, Chief Executive Officer




STATE OF DELAWARE
SECRETARY OF STATE
DIVISION OF CORPORATIONS
FILED 02:00 PM 12/17/2001
010648564 — 30910685

FOURTH
AMENDED AND RESTATED
CERTIFICATE OF INCORPORATION
OF
CHARTONE, INC,
Pursuant to section 242

of the .
Delaware General Corporation Law

kT XTRE

CHARTONE, INC., a Delaware corporation (the “Corporation™), hereby cestifies as
follows:

The Certificate of Incotporation of the Corporation was filed in the office of the Secretary
of State of the State of Delaware on September 1, 1999, was amended and restated on April 28,
2000 pursuant to Section 242 and Section 245 of the Delaware General Corporation Law to,
among other things, change the name of the Corporation from “PASC Acquisition Corporation™
to “ChartOne, Inc.,” was further amended and restated on June 1, 2000 and October 20, 2000
pursuant to Section 242 and Section 245 of the Delaware General Corporation Law, and is
hereby further amended and restated pursuant to Section 242 and Section 245 of the Delaware
General Corporation Law. All amerndments to the Certificate of Incorporation reflected herein
have bean duly proposed by the Board of Directors of the Corporation and duly adopted by the
stockholder of the Corporation in accordance with the provisions of such Sections.

This Fourth Amended and Restated Certificate of Incorporation restates and integrates
and further amends the Amended and Restated Certificate of Incorporation of the Corporation.
The text of the Amended and Restated Certificate of Incorporation is amended to read as herein

sct forth in fulk:
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ARTICLE L
The name of the Corporation is: ChartOne, Inc.
ARTICLE H.

The address of its registered office in the State of Delaware is 1209 Orange Street
in the City of Wilmington, County of New Caatle. The name of its registered agent at such
address is The Corporation Trust Company. '

ARTICLE II.

The nature of the business or purposss to be conducted or promoted by the
Corporation is to engage in any lawful act or activity for which corporations may be organized
under the General Corporation Law of the State of Delaware.

ARTICLE IV,

The total aumber of shares of stock which the Corporation shall have antherity to
issue is 26,631,532, consisting of (i) 7,500,000 shares of Series A Convertible Preferred Stock,
par value $0.01 per share, of the Corporation (the “Sexies A Preferred Stock™), {ii) 2,130,000
ghares of Series B Convertible Preferred Stock, par value $0.01 per share, of the Corporation (the
“Series B Preferred Stock™), (iii) 1,200,000 shares of Series C Convertible Preferred Stock, per
value $0.01 per share, of the Corporation (the “Series C Preferred Stock™), (iv) 400,766 sharcs of
Series D Convertible Preferred stock, par value $0.01 per share, of the Corporation (the “Series D
Preferred Stock.” and together with the Series A Preferred Stock, the Series B Preferred Stock
and Series C Preferred Stock, the “Preferred Stock™) and (v) 15,400,766 shares of Common
Stock, $0.001 par value per share (the “Common Stock™).

The Common Stock shall be gubject to the express terms of the Preferred Stock
and any scries thereof. Each share of Common Stock shall be equal to each other share of
Common Stock, The holders of shares of Common Stock shall be entitled to one vote for each
such share upon all questions presented to the stockholders.

The Corporation shall be entitled to treat the person in whose name any share of
its stock is registered as the owner thereof for any purposes and shall not be bound to recognize
any equitablo or other claim to, or interest in, such shars of the part of auy other person, whether
or not the Corporation shall have notice thereof, except as expressly provided by applicablc law.

The designations, powers, preferences and relative, participating, optional or other
special rights, and the qualifications, limitations or restrictions thereof, of the Preferred Stock are
as follows: : ‘

SECTION 1. DESIGNATION AND AMOUNT.
(@)  The shares of the Series A Preferred Stock shall be designated “Series A

Convertible Preferred Stock” and the number of shares constituting such series shall be
7,500,000.
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()  The shares of the Serics B Preferred Stock shall be designated “Series B
Convertible Preferred Stock” and the number of shares constituting such series shall be
2,130,000.

(¢)  The shares of the Series C Preferred Stock shall be desigmated “Series C
Convertible Preferred Stock”™ and the number of shares constituting such series shall bs
1,200,000.

(@  The shares of the Series D Preferred Stock shall be designated “Series D
Convertible Preferred Stock” and the number of shares constituting such series shall be 400,766.

SECTION 2. DIVIDENDS.

(a)  The holders of Series A Preferred Stock shall be entitled to receive, when
and as dectared by the Board of Directors of the Corporation (the “Board of Directors™), out of
the net profits of the Corporation, dividends per share equal to the greater of (i) 12% per antum
of the Stated Value (as herein defined) of such Series A Preferred Stock before any dividends
shall be declared, set apart for or paid upon any other stock ranking on liquidation junior to the
Series A Preferred Stock (such stock being referred to hereinafter collectively as “Junior Stock™)
in any year or (ii) to the extent that a dividend is paid on the Common Stock before any
dividends arc declared, set apart for or paid upon the Series A Preferred Stock, the amount such
holders would have received had such holder converted his or its Sexies A Preferred Stock into
Common Stock immediately prior to the record date for such dividend. All dividends declared
upon the Series A Preferred Stock shall be declared pro rata per share and compoundad
quarterly. For purposes hereof, the term “Stated Value” shall mean (i) $10.00 per share with
respect to the Series A Preferred Stock, the Series B Preferred Stock or the Series C Preferred
Stock, subject to appropriate adjustment in the event of any atock dividend, stock split, stock
distribution or combination of such Series A Preferred Stock, Series B Preferred Stock or Sexies
C Preferred Stock, as the case may be; and (ii) $12.50 per sharc with respect to the Series D
Preferrad Stock, subject to appropriate adjustment in the event of any stock dividend, stock split,
stock distribution or combination of such Scries D Preferred Stock, Dividends on the Series A
Preferred Stock shall be payable solely in additional shares of Series A Preferred Stock. The
Scries B Preferred Stock and the Series C Preferred Stock shall not be entitled to receive
dividends. After paying dividends on the Series A Preferred Stock as provided herein and
subject to the other limitations set forth in this Section 2, the holders of Series I Preferred Stock
shall be entitled to receive dividends ratably based on the number of shares of Common Stock
held by each (asswming conversion of all such Series D Preferred Stock), payable when, as and if
any dividend on Common Stock is declared by the Board of Directors.

(b)  Dividends on the Series A Preferred Stock shall be cumulative, whether or
not in any fiscal year there ghall be net profits or surplus available for the payment of dividends
in guch fiscal year, so that if in any fiscal year or years, the dividends in whole or in part arc not
paid upon the Series A Preferred Stock, unpaid dividends shall accumnulate as against the holders
of the Junier Stock.

(¢)  The number of shares of Series A Preferred Stock to be issned in payment
of the dividend with respect to each outstanding share of Series A Preferred Stock shell be
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determined by dividing the amount of the dividend per share that would have been payable had
such dividend been paid in cash by the Stated Value. To the extent that any such dividend would
result in the isszance of a fractionsl share of Series A Preferred Stock (which shall be determined
with respect to the aggregate number of shares of Series A Preferred Stock held of record by
each holder) then the amount of such fraction multiplied by the Stated Valus shall be paid in
cash (unless there are no legally available funds with which to make such cash payment, in
which event such cash payment shall be made as soon as possible).

(d)  Forso long as the Series A Preferred Stock remains outstanding, without
the consent of the holders of a majority of the shares of Series A Preferred Stock, the
Corporation shall not pay any dividend upon the Junior Stock, whether in cash or other property
(other than shares of Junior Stock), or purchase, redeem or otherwise acquire any such Junior
Stock unless, in addition to the payment of the dividend to the holders of the Series A Preforred
Stock as described above, the Corporation has redeemed all shares of Series A Preferred Stock
which it would theretofore have been required to redeem under Section 8 hersof
Notwithstanding the provisions of this Section 2(d), without declaring or paying dividends on the
Series A Preferred Stock, the Corporetion may, subject to applicable law, repurchase or redecm
shares of capital stock of the Corporation from current or former officers or employees of the
Corporation pursusnt to the terms of repurchase or similar agreements in effect from time to
time, provided that such agrestnents have been approved by the Board of Directors and the terms
of such agreements provide for a repurchase or redemption price not in excess of the price per
share paid by such employee for such share.

SECTION 3. LIQUIDATION, DISSOLUTION OR WINDING UF.

(a) Inthe event of any voluntary or mmvoluntary liguidation, dissolution or
winding up of the Corporation, the holders of shares 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, after and subject to the payment in full of all amounts required to
be distributed to the holders of any other Preferred Stock of the Corporation ranking on
liquidation prior and in preferemce to the Serios A Proferred Stock (such Preferred Stock being -
referred to hereinafter as “Senior Preferred Stock™), if any, upon such liquidation, dissolution or
winding up, but before any payment shall be made to the holders of Junior Stock, an amount in
cash eqnal to the greater of (i) the Stated Value per share plus anry dividends thereon accrued but
unpaid or (ii) assuming conversiom of the Sexies A Preferred Stock pursuant to Section 5, the
amount such holder would have received had such bolder converted its Series A Preferred Stock
into Common Stock immediately prior to such distribution. If upon any such liguidation,
dissolution or winding up of the Corporation the remaiuing assets of the Corporation available
for the distribution to its stockholders after payment in full of amounts required to be paid or
distribuied to holders of Senior Preferred Stock shall be insufficient to pay the holders of shares
of Serics A Preferred Stock the full amount to which they shall be entitled, the holders of shares
of Series A Preferred Stock, and any class of stock ranking on liquidation on a parity with the
Series A Preferred Stock, shall shaye ratably in any distribution of the remaining assets and funds
of the Corporation in proportion to the respective amounts which would otherwise be paysable in
respect to the shares held by them upon such distribution if all amounts payable on or with
respoect to said shares wore paid in full.
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(b)  The Series B Preferred Stock shall rank on liguidation on a parity with the
Series C Preferred Stock. In the event of any voluntary or involuntary liquidation, disselution or
winding up of the Corporation, the holders of shares of Series B Preferred Stock and Series C
Preferred Stock then outstanding shall be entitled to be paid out of the assets of the Corporation
available for distribution to its stockholders, after and gubject to the payment in full of all
amounts required to be distributed to the holders of the Series A Preferred Stock and any other
Preferred Stock of the Corporation ranking on liquidation prior and in preference to the Series B
Preferred Stock and the Series C Preferred Stock, upon such liquidation, dissolution or winding
up, but before any payment chall be made to the holders of any other stock ranking on liquidation
junior to the Series B Preferred Stock and the Series C Preferred Stock, an amount in cash equal
to the greater of (i) the Stated Value per share or (ii) assuming conversion of the Serics B
Preferred Stock or the Series C Preferred Stock, as the case may be, pursuant to Section 5, the
amount such holder would have received had such holder converted it Series B Preferred Stock
or Series C Preferred Stock into Cornmon Stock immediately prior to guch distribution. If upon
any such lquidation, dissolution or winding up of the Cotporation the remaining assets of the
Corporation available for the distribution to ita stockholders after payment in full of amounts
required to be paid or distributed to holders of Series A Prefarred Stock and Senior Preferred
Stock shall be insufficient to pay the holders of shares of Series B Preferred Stock or the Series C
Preferred Stock the full amount to which they shall be entitled, the holders of shares of Series B
Preferred Stock and the holders of shares of Series C Preferred Stock, and any.class of stock
ranking on liquidation on a parity with the Sexies B Proferred Stock and the Series C Preferred
Stock, shall share ratably in any distribution of the remaining assets and funds of the Corporation
in proportion to the respective amounts which would otherwise be payable in respect to the
shares held by them upon such distribution if 2ll amounts payable on or with respect to said
shares were paid in fuil.

(¢} Inthe event of any volumary or involumntary liquidation, dissolution or
winding up of the Corporation, the holders of shares of Series D Preferred Stock then
outstanding shall be entitied to be paid out of the assets of the Corporation available for
distribution to its stockholders, after and subject to the payment in full of all amounts required to
be distributed to the holders of the Serics A Preferred Stock, Series B Preferred Stock, Series C
Preferred Stock and any other Preferred Stock of the Corporation ranking on Hquidation prior
and in preference to the Series D Preferred Stock, upon such liquidation, dissolution or winding
up, but before any payment shall be made to the holders of any other stock ranking on liquidaiion
junior to the Series D Preferred Stock, an amount in cash equal to the greater of (i) the Stated
Value per share or (i) assuming conversion of the Series D Proferred Stock pursuant o Section
5, the amount such holder would have received had such holder converted its Series D Preferred
Stock immedistely prior to such distribution. If upon any such liquidation, dissolution or
winding up of the Corporation the remaining assets of the Corporation available for the
distribution 10 its stockholders after payment in full of amounts required to be paid or distributed
to holders of Series A Preferred Stock, Sexies B Preferred Stock, Series C Preferred Stock and
Semior Preferred Stock shall be insufficient to pay the holders of shares of Series D Preferred
Stock the full amount to which they shall be entitled, the holdars of shares of Serics D Preferred
Stock, and any class of stock ranking on liquidation on & parity with the Series D Preforred
Stock, shall share ratably in any distribution of the remaining assets and funds of the Corporation
in proportion to the respective amounts which would otherwise be paysble in respect to the




shares held by them upon such distribution if all amiounts payable on or with respect to said
shares were paid in fuil.

(d)  After the payment of all preferential amounts required to be paid to the
holders of the Series A Preferred Stock, any other Senior Preferred Stock, Series B Preferred
Stock, Series C Preferred Stock, Series D Preferred Stock and any other series of Preferred Stock
upon the dissolution, liquidation or winding up of the Corporation, the holders of shares of
Cormmon Stock then outstanding shall be entitled to receive the remaining assets and funds of the
Corporation available for distribution to its stockholders.

(¢)  Themerger or consolidation of the Corporstion into or with another
corporation, the merger or consolidation of any other corporation into or with the Corporation, or
the sale, conveyance, mortgags, pledge or leasc of all or substantially all the assets of the
Corporation shall not be decmed to be a liquidation, dissolution of winding up of the Corporation
for purposes of this Section 3. '

SECTION 4. YOTING.

(a) Except as provided in Section 4(g), each issucd and outstanding share of
Preferred Stock shall be entitled to the numbex of votes equal to the number of shares of
Common Stock into which each such share of Preferred Stock is convertible (as adjusted from
time to time pursuant to Section 5§ hereof), at each meeting of stockholders of the Corporation (or
pursuant to any action by written consent) with respect to any and all matters presented to the
stockholders of the Corporation for their action or consideration, Except as provided by law, by
the provisions of this Section 4 or by the provisions establishing any other scries of Preferred
Stock, holders of Preferred Stock shall vote together with the holders of Common Stock as a
gingle class.

® O As provided in and subject to the tarms of this Section 4(b), the
holders of Series A Preferred Stock shall have the exclugive right, voting separately as a class, to
elect up to three directors (herein referred to as the “Series A Directors”).

(i) In addition to the rights of election provided in Section 4(b)(iii), s0 long as
Warburg, Pincus Equity Partners, L.P., & Delaware Jimited partnership (“Warburg™) and
its Affiliates (as herein defined) beneficially own shares of Series A Preferred Stock
comprising &t least fifteen percent (15%) of the outstanding Common Stock (assuming
conversion of all Preferred Stock), Warburg and its Affiliates shall have the exclugive
right to elect two Series A Directors. In the event Warburg and its Affiliates beneficially
own shares of Series A Preferred Stock comprising at least five percent (5%) but less
than fifteen percent (15%) of the outstanding Common Stock (assuming conversion of all
Preferred Stock), then Warburg and its Affilistes ghall have the exclusive right to elect
one Series A Director. In the event Warburg and its Affiliates beneficially own shares of
Series A Preforred Stock comprising less than five percent (5%) of the outstanding
Common Stock (assuming conversion of all Preferred Stock), then Warburg and its
Affiliates shall have no right to elect a Series A Director. For purposes hereof, the term
“Affiliate” with respect to any given person shall mean persons controlling, controlled by
or under common countrol with the given person
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(iii) In addition to the rights of election provided in Section 4(b)(ii), so long as
Prudential Securities Group, Inc., a Delaware cotporation (“PSGI™), and its Affiliates and
Transferees (as herein defined) own shares of Series A Preferred Stock comprising, in the
aggregate, at least five percent (5%) of the outstanding Common Stock (assuming
conversion of all Preferred Stock), PSGI or its Affiliates or Transferees, as the casc may
be, shall have the exclusive right to elect one Series A Director, In the event PSGI and its
Affiliates and Transferees beneficially own shares of Series A Preferred Stock
comprising, in the aggregate, less than five percent (5%) of the outstanding Common
Stock (assuming conversion of all Preferred Stock), then PSGI and its Affiliates and
Transferees shall have no right to elect a Series A Director. For purposes of this Section
4(b)(iii) “Transferees” shall mean the transferees of Series A Preferred Stock pursuant to
Section 6.9 of that certain Securities Purchase Agreement, dated as of May 5, 2000, by
and among the Corporation, QuadraMed Corporation, QuadraMed Operating Corporation
and the investors named thersin.

(iv)  All Series A Directors provided pursuant to Sections 4(b)ii) and 4(b)(ii)
shall be electsd by the affirmative vote of the holders of record of a majority of the
outstanding shares of Serics A Preferred Stock cither at meetings of stockholders at
which directors are elected, a special mesting of holders of Series A Preferred Stock or
by written consent without a meeting in accordance with the Geperal Corporation Law of
Delaware. Each Series A Director so clected shall serve for a term of one year and until
his successor is elected and quahified. Any vacancy in the position of a Serics A Director
may be filled only by the holders of the Series A Preferred Stock. Each Series A Director
may, during his or her term of office, be removed at any time, with our without cause, by
and only by the affirmative vote, at a special meeting of holders of Series A Preferred
Stock called for such purpose, or the written consent, of the holders of record of a
majority of the outstanding shares of Series A Preferred Stock. Any vacaney created by
such removal may also be filled at such mecting or by such consent.

() [Intentionally omitted.}
(d)  Solongas Warburg and its Affiliates beneficially own sheres of Series A

Preferred Stock comprising at least ten percent (10%) of the outstanding Common Stock
(assuming conversion of all Preferred Stock), in addition to any other rights provided by law, the
Corporation shall not, without firet obtaining the affirmative vote or writtem consent of tho
holders of a majority of the outstanding shares of Seriea A Preferred Stock:
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(@  amend or repeal any provision of the Corporation’s Certificate of
Incorporation or By-Laws in 2 mamner adversely affecting the holders of Series A
Preferred Stock;

(ii)  anthorize or effect the payment of dividends or the redemption or
repurchase of any capital stock of the Corporation or rights to acquire capital stock of the
Corporation (other than the repurchass of stock from employees of the Corporation or its
subsidiarics pursuant to repurchase rights under vesting provisions related to the length of
period of employment of such employees at purchase prices initially paid by such
employees for such shares);




(iii)  enter into any transaction, other than employment agreements on a basis
consistent with past practice, with any officer, director or beneficial owner of five percent
(5%) or more of the Common Stock or any Affiliate of any of the foregoing;

(iv)  =mend, alter or repeal the preferences, special rights or other powers of the
Series A Preferred Stock so as to affect adverscly the Serics A Preferred Stock. For this
purpose, the authorization or issuance of any series of Preferred Stock with preference or
priority over, or being on a parity with the Series A Preferred Stock as to theright to
receive cither dividends or amounts distributable upon liquidation, dissolution or winding
up of the Corporation shall be deemed so to affect adversely the Series A Preferred
Stock;

(v)  distribute money or other property in respect of any stock other than Serics
A Preferred Stock; issue debt that is convertible into stock of the Corporation; or issuc
stock that enjoys a priority as to dividends or on Hiquidation;

(vi)  suthorize or effect the issuance by the Corporation of any shares of capital
stock or rights to acquire capital stock other than (x) pursuant to options, wirrants,
conversion or subscription rights in existence on the initial date of issusnce of the Series
A Preferred Stock or (y) pursuant to stock option, stock bonus or other employee stock

- plans for the benefit of the employees of the Corporation or its subsidiaries in existence

as of such date or thereafter approved with the consent of the holders of 2 majority of the
then outstanding shares of Series A Preferred Stock;

(vii) authorize or offect (a) any sale, lease, transfer or other disposition of all or
substantially all the assets of the Carporation; (b) any merger or congolidation or other
reorganization of the Corporation with or into another corporation, (c) the acquigition by
the Corporation of another corporation by means of a purchase of all or substantially all
of the capital stock or assets of such corporation, or (d) 2 liquidation, winding up,
dissolution or adoption of any plan for the same; or

(viii) authorize or effect the election or removal of any officer of the
Corporation.

(c) [Intemtionally omitted.]
©  [Intentlonally omitted.]
(8)  Except as provided by law, (i) the holders of Series C Preferred Stock

shall have no voting rights and (ii) any reference in this Section 4 to voting rights of holders of
Preferred Stack, to holders of Preferred Stock voting separately as a class, or to holders of
Preferred Stock voting together with the holders of Common Stock as a single class shall be
congtrued as excluding the holders of the shares of Series C Preferred Stock from any such vote.

SECTION $. OPTIONAL CONVERSION,
Each share of Preferred Stock may be converted 2t any time, at the option of the

holder thereof, into the number of fully-paid and nonassessable shares of Cormmon Stock




obtained by dividing the Stated Value by the Conversion Price then in effect (the “Conversion
Rate™), provided, however, that on any redemption of any Preferred Stock or any liquidation of
the Corporation, the right of conversion shall terminate at the close of business on the fall
business day next preceding the date fixed for such redemption or for the payment of any
amounts distributable on liquidation to the holders of such Preferred Stock. .

(a)  The initial conversion price, subject to adjustment as provided herein, is
equel to $10.00 with respect 10 the Series A Preferred Stock, Series B Preferred Stock and
Series C Preferred Stock and $12.50 with respect to the Series D Preferred Stock (the
“Conversion Price™. The initiat Conversion Rate for the Preferred Stock shall be one share of
Commeon Stock for each one share of Preferred Stock surrendered for conversion. The
applicable Conversion Rate and Conversion Price from time to time in cffect is subject to
adjustment as hercinafter provided.

The Corporation shall not issue fractions of shares of Commons Stock
upon conversion of Preferred Stock or scrip in lieu thereof. If any fraction of a share of
Common Stock would, except for the provistons of this Section 5(b), be issuable upon
conversion of Preferred Stock, the Corporation shall in liew thereof pay to the person entitled
thereto an amount in cash equal to the current value of such fraction, calculated to the nearest
one-bundredth (1/100) of a share, to be computed (i) if the Common Stock is listed on any
pational securities exchange, on the basis of the latest sales price of the Common Stock on such
exchange (or the quoted closing bid price if there shall have been no sales) on the date of
conversion, or {ii) if the Common Stock shall not be listed, on the basis of the mean between the
closing bid and asked prices for the Commeon Stock on the date of conversion as reported by
NASDAQ, or its successor, and if there are not such closing bid and asked prices, on the basis of
the fair market value per share as determined by the Board of Directors.

(c) Whenever the Conversion Rate and Conversion Price shall be adjusted as
provided in Section 6 hereof, the Corporation chall forthwith file at each office designated for the
conversion of Preferred Stock, a statement, signed by the Chairman of the Board, the President,
any Vice President or Treasurer of the Corporation, showing in reasonable detail the facts
requiring such adjustment and the Conversion Rate that will be effective after such adjustment,
The Corporation shall also cause a notice setting forth any such adjustments to be sent by mail,
first class, postage prepaid, to each record holder of Preferred Stock at his or its address

ing on the stock register. 1f such notice relates to an adjustment resulting from an event
referred to in Section 6(g) hereof, such notice shall be included as part of the notice required to

be mailed and published under the provisions of Section 6(g) hereof.

(d)  Inorder to exercise the conversion privilege, the holder of Preferred Stock
to be converted shall surrender his or its certificate or certificates therefore to the principal office
of the transfer agent for the Preferred Stock (or if no transfer agent be at the time appointed, then
the Corporation at its principal office), and shall give written notice to the Corporation at such
office that the holder elects to convert the Prefemed Stock represented by such certificates, or any
number thereof. Such notice shall also state the name or names (with address) in which the
centificate or certificates for shares of Common Stock which shall be issuable on such conversion
ghall be issued, subject to any restrictions on transfer relating to shares of the Preferred Stock or
shares of Common Stock upon conversion thereof. If so required by the Corporation, certificates
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surrendered for conversion shall be endorsed or accompanied by written instrument or
instruments of transfer, in form satisfactory to the Corporation, duly guthorized in writing. The
date of receipt by the transfer agent (or by the Corporation if the Corporation serves as its own
transfer agent) of the certificates and notice shall be the conversion date. As soon as practicable
after receipt of such notice and the surrender of the certificate or certificates for Preferred Stock
as aforesaid, the Corporation shall cause to he issued and delivered at such office to such holder,
or on his or its written order, a certificate or certificates for the number of full shares of Common
Stock issuable on such conversion in accordance with the provisions hereof, cash as provided in
Scction 5(b) hereof in respect of any fraction of a share of Common Stock otherwise issuable
upon such conversion and, if less than all shares of Preferred Stock reprosented by the certificate
or certificates so surrendered are being converted, a residual cartificate or certificates
representing the shares of Preferred Stock not converted.

) The Corporation shall at ell times when the Preferred Stock shall be
outstanding reserve and kecp available out of its authorized but unissued stock, for the purposes
of effecting the conversion of the Preferred Stock, such number of its duly authorized shares of
Common Stock as shall from time to time be sufficient to effect the conversion of all outstanding
Preferred Stock. Before taking any action that would cause an adjustment reducing the
Conversion Price below the then par value of the shares of Common Stock issuable upon
conversion of the Preferred Stock, the Corporation will take any corporate action that may, in the
opinion of its counsel, be neccssary in order that the Corporation may validly and legaily issue
fully-paid and nonassessable shares of such Common Stock at such Common Stock at such
adjusted conversion price.

163) All shares of Preferred Stock which shall have been surrendered for
conversion as herein provided shall no longer be deemed to be outstanding and ail rights with
respect to such shares, including the rights, if any, to receive notices and to vote, shall forthwith
cease and terminate except only the right of the holdex thereof to receive shares of Commeon
Stock in exchange therefor and, with respect to shares of Preferred Stock that surrendered for
conversion, payment of any accrued and vmpaid dividends therson. Any shares of Preferred
Stock so converted shall be retired and canceled and shall not be reissued, and the Corporation
may from time to time take such appropriate action as may be necessary to reduce the suthorized
Preferred Stock accordingly.

SECTION 6. ANTI-DILUTION PROVISIONS.

(@  Inorder to prevent dilution of the right granted hereunder, the Conversion
Price shall be subject to adjustment from time to time in accordance with this Section 6(a). For
purposes of this Section 6, the term “Number of Common Shares Deemed Outstanding” at any
given time shall mean the sum of (x) the number of shares of Common Stock outstanding at such
time, (y) the number of shares of Common Stock issuable assuming conversion at such time of
the Preferred Stock and (z) the number of shares of the Common Stock desmed to be outstanding
under paragraphs 6(b)(1) to (9), inclusive, et such time.

(6)  Except as provided in Section 6(c) through 6(f) hereof, if and whenever on
or after the date of initial issuance of the Sexies A Preferred Stock (the “Initial Issuance Date™),
the Corporation shall issue or sell, or shall in accordance with paragraphs 6(b)(1) to (9),
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inclusive, be deemed to have issued or sold any shares of its Common Stock for a consideration
per share less than the Conversion Price in effect immediately prior to the time of such issue or
sale then forthwith upon such issue or sale (the “Triggering Transaction™), the Conversion Price
of the Series A Preferred Stock, Series B Preferred Stock and Series C Preferred Stock (but not

* the Series D Preferred Stack) shall, subject to paragraphs (1) to (9) of this Section 6(b), be

reduced to the Conversion Price (calculated to the nearest tenth of a cent) determined by
dividing:

) an amount equal to the sum of (x) the product derived by multiplying the
Number of Common Shares Deemed Outatanding immediately prior to such Triggering
Transaction by the Conversion Price then in effect, plus (y) the consideration, if any,
received by the Corporation upon consummation of such Triggering Transaction, by

(ii)  an amount equal to the surmn of (x) the Number of Common Shares
Desmed Outstanding imrpediately prior to such Triggering Transaction plus (y) the
aumber of shares of Common Stock issued (or deemed to be issued in accordance with

" paragraphs 6(b)(1) to (9)) in connection with the Triggering Transaction,

For purposes of determining the adjusted Conversion Price under this Section
6(b), the following paragraphs (1) to (9), inclusive, shall be applicable:

(1) In case the Corporation at any time shall in any manner grant
(whether directly or by assumption in a merger or otherwise) any rights to subscribe for or to
purchase, or any options for the purchase of, Common Stock cr any stock or other securities
convertible into are exchangeable for Common Stock (such rights or options being herein called
“Options” and such convertible or exchangeable stock or securities being herein called
“Convertible Securities™), whether or not such Options or the right to convert or exchange any
such Convertible Securities are immediately exexcisable and the price per sbare for which the
Common Stock is issuable upon exercise, conversion or exchange (determined by dividing (x)
the total amount, if any, received or receivable by the Corporation as consideration for the
granting of such Options, plus the minimum aggregate amount of additional consideration
payable to the Corporation upon the exercise of 2ll such Options, plus, in the case of such
Options which relate to Convertible Securities, the minimum aggregate amount of additional
consideration, if any, payable upoen the issue or sale of such Convertible Sccurities and upon the
conversion or exchange thereof, by (y) the total maximum number of shares of Cornmon Stock
igsuable upon the exercise of such Options or the conversion or exchange of such Convertible
Securities) shall be less than the Conversion Price in effect immediately prior to the time of the
granting of such Option, then the total maximum amount of Common Stock issbable upon the
exercise of such Options or in the case of Options for Convertible Securitics, upon the
conversion or exchange of such Convertible Securities shall (as of the date of granting of such
Options) be desmed to be outstanding and to have been issued and sold by the Cotporation for
such price per share. No adjustment of the Conversion Price shall be made upon the actual issue
of such shares of Common Stock er such Convertible Securities upon the exercise of such
Options, except as otherwise provided in paragraph (3) below.

(#3] In case the Corporation at any time shall in any manner issue
(whether directly or by assumption in a merger or otherwise) or sell any Convertible Securities,

11

SDILIBHMSTAaL S0 04




whether or not the rights to exchange or convert thereunder are immediately exerciseble, and the
price per share for which Common Stock is issuable upon such conversion or exchange
(determincd by dundmg (x) the total amount received or receivable by the Corporatlon |s
consideration for the issue or sale of such Convertible Securities, plus the minimum agg;regate
amount of additional consideration, if any, payable to the Corporation upon the conversion or
exchange thereof, by (y) the total maximum number of shares of Common Stock issuable upon
the conversion or cxchange of all such Convertible Securities) shall be less than the Conversion
Price in effect immediately prior to the time of such issue or sale, then the total maximum
number of shares of Common Stock issuable upon conversion or exchange of all such
Convertible Securities shall (as of the date of the issus or sale of such Convertible Securities) be
deemed to be outstanding and to have been issued and sold by the Corporation for such price per
share. No adjustment of the Conversion Price shall ba made upon the actual issue of such
Common Stock upon exercise of the rights to exchange or convert under such Convertible
Securities, except as otherwise provide in paragraph (3) below.

3) If the purchase price provided for in any Options referred to in
paragraph (1), the additional consideration, if any, payable upon the conversion or exchanpe of
any Convertible Securities referred to in paragraphs (1) or (2), or the rate at which any
Convertible Securities referred to in paragraphs (1) or (2) are convertible into or exchangeable
for Commeon Stock shall change at any time (other than under or by reason of provisions
designed to protect against dilution of the type set forth in Sections 8(b) or 6(d)), the Conversion
Price in effect at the time of such change shall forthwith be readjusted to the Conversion Price
which would have been in effect at such time had such Options or Convertible Securities still
outstanding providing for such changed purchase price, additional consideration or conversion
rate, as the case may be, at the time initially grantsd, issued or sold. If the purchase price
provided for in any Option referred to in paragraph (1) or the rate at which any Convertible
Securitics referred to in paragraphs (1) or (2) are convertibie into or exchangeabie for Common
Stock, shall be reduced at any time under or by reason of provisions with respect thereto
designed to protect against dilution, then in case of the delivery of Common Stock upon the
exorcise of any such Option or upon conversion or exchange of any such Convertible Security,
the Conversion Price then in effect hereunder shall forthwith be adjusted to such respective
amount as would have been obtained had such Option or Convertible Security never been issued
as to such Cormunon Stock and had adjustments been made upon the issuance of the shares of
Common Stock delivered as aforesaid, but only if as a result of such adjustment the Conversion
Price then in effect hereunder is hereby reduced.

(4) On the expiration of any Option or the temmination of any right to
convert to exchange any Convertible Securities, the Conversion Price then in effect hereunder
shall forthwith be increased to the Conversion Price which would have been in effect at the time
of such expiration or termination had such Option or Convertible Securities, to the extent
outstaniing immediately prior to such expiration or termination, never been issued,

(5 In case any Options shall be issued in connection with the issue or
sale of other securities or the Corporation, together comprising one integral transaction in which
no specific consideration is allocated to such Options by the parties thereto, such Options shall
be deemed to have been issued without consideration.
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(6) In case any shares of Common Stock, Options or Convertible
Securities shall be 1ssued or sold or deemed to have been issued or sold for cash, the
consideration received therefor shall be deemed to be the amount received by the Corporation
therefor. In case any shares of Common Stock, Options or Convertible Securities shall be issued
or sold for a consideration other than cash, the arnount of the consideration other than cash
received by the Corporation shall be the fair value of such consideration as dstermined in good
faith by the Board of Directors. In case any shares of Common Stock, Options or Convertible
Securities shall be issued in connection with any merger in which the Corporation is the
surviving corporation, the amount of consideration therefor shall be deemed to be the fair value
of such portion of the net assets and business of the nonsurviving corporation as shall be
attributable to such Common Stock, Options or Convertibie Securities, as the case may be.

(7 The number of ahares of Common Stock outstanding at any given
time shall not include shares owned or held by or for the account of the Corporation, and the
disposition of any shares so owned or held shall be considered an issue or sale of Common Stock
for the purpese of this Section 6(b).

8) In case the Corporation shall declare a dividend or make any
other digtribution upon the stock of the Corporation payable in Options or Convertible Securities,
then in such case any Options or Convertible Securities, as the case may be, issuable in payment
of such dividend or distribution shall be deemed to have been issued or sold without -
consideration.

£)) For purposes of this Section 6(b), in case the Corporation shall
take a record of the holders of its Common Stock for the purpose of entitling them (x) to receive
a dividend or other distribution payable in Common Stock, Options or in Convertible Securities,
or (y) to subscribe for or purchase Common Stock, Options or Convertible Securities, then such
record date shall be deemed to be the date of the issue or sale of the shares of Common 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 or subscription or purchase, as the case
may be.

(¢) Inthe event the Corporation shali declare a dividend upon the Common
Stock (other than a dividend payable in Common Stock) payable otherwiso than out of earnings
or carned surplus, determined in accordance with generally acoepted aocountmg principles,
including the making of appropriate deductions for minority interests, if any, in subsidiaries
{herein referred to as “Liquidating Dividends™), then, as soon a5 possible after the conversion of
any shares of Preferred Stock, the Corporation shall pay to the person converting such shares of
Preferred Stock an amount equal to the aggrepgate value at the time of such exercise of all
Liquidating Dividends (including but not limited to the Common Stock which would have been
issued at the time of such earlier exercise and all other securities which would have been issued
with respect to such Cormon Stack by reason of stock eplits, stock dividends, mergers or
reorganizations, or for any other reason). For the purposes of this Section 6(c), a dividend other
than in cash shall be considered payable out of carnings or carned surplus only to the extent that
such earnings or earned surplus are charged an amount equal to the fair value of such dividend as
determined in good faith by the Board of Directors.

13

SPILTANMSTA N SAPLS4




(d)  In case the Corporation shall at any time (i) subdivide the outstanding
Common Stock or (ii) issue a dividend on its outstanding Common Stock payable in shares of
Common Stock, the number of shares of Common Stock issuable upon conversion of the
Preferred Stock shall be proportionately increased by the same ratio as the subdivision or
dividend (with appropriate adjustments to the Conversion Price in effact immediately prior to
such subdivigion or dividend). In case tha Corporation shail at any time combine its outstanding
Common Stock, the number of shares issuable upon conversion of the Preferred Stock
immediately prior to such combination shall be proportionately decreased by the same ratio as
the combination (with appropriate adjustments to the Conversion Price in cffect immediately
prior to such combination).

()  If any capital reorganization or reclassification of the capital stock of the
Corporation, or consolidation or merger of the Corporation with enother corporation, or the sale
of all or substantislly all of its assets to another corporation shall be effected in sich a way that
holders of Common Stock shall be entitled to receive stock, seourities, cash or other property
with respect to or in exchange for Coounon Stock, then, as a condition of such reorganization,
reclassification, consolidation, merget or sale, lawful and adequate provigion shall be made
whereby the holders of the Preferred Stock shall have the right to acquire and receive upon
conversion of the Preferred Stock, which right shall be, in the case of any series of Preferred
Stock, prior to the rights of the holders of any other stock of the Corporation ranking on e
liquidation junior to such series (but after and subject to the rights of holders of any Preferred
Stock of the Corporation ranking on liguidation prior and in preference to such series, if any),
such shares of stock, securities, cash or other property izssusble or payabie (as part of the
reorganization, reclassification, consolidation, merger or sale) with respect to or in exchange for
such number of outstanding shares of Common Stock as would have been received upon
conversion of the Preferred Stock at the Conversion Price then in effect. The Corporation will
not effect any such consolidation, merger or sale, unless prior to the consummation thereof the
successor corporation (if other than the Corporation) resulting from such consolidation or merger
or the corporation purchasing such assets shall assume by written instrument mailed or delivered
to the holders of the Preferrod Stock at the last address of each such holder appearing on the
books of the Corporation, the obiigation to deliver to each such holder such shares of stock,
securities or gssets as, in accordance with the foregoing provisions, such holder may be entitled
to purchase. If a purchase, tender or exchange offer is made to and accepted by the holders of
more than 50% of the outstanding shares of Common Stock, the Corporation shall not effect any
consolidation, merger or sale with the person having made such offer or with any Affiliate of
such person, unless prior to the consummation of such consolidation, merger or sale the hoiders
of the Preferred Stock shall have been given a reasonable oppertunity to then elect to receive
upon conversion of the Preferred Stock cither the stock, secunties or assets then issuable with
respect to the Commeon Stock or the stock, securities or assets, or the equivalent, issued to
previous holders of the Common Stock in accordance with such offer.

(§3) The provisions of this Section 6 shall not apply to any Common Stock
iasued, issuable or deemed outstanding under paragraphs (6)(b)(1) to (9) inclusive: (i) to any
person pursuant to any stock option, stock purchase or similar plan or arrangement for the benefit
of employees of the Corporation or its subsidiaries in effect on the Initial Issuance Date or
thereafter adopted by the Board of Directors and a majority of the Series A Directors,

(i) pursuant to options, warrants and conversion rights in existence on the Initial Issuance Date,
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