or (iii) on conversion of the Preferred Stock or the sale of any additional shares of Preferred
Stock.

(g) Inthe event that:

n the Corporation shall declare any cash dividend upon its Common
Stock, or

(2) the Corporation shall declare any dividend vpon its Cornmon
Stock payable in stock or made any special dividend or other distribution to the holders of its
Common Stock, or

(3) the Corporation shall offer for subscription pro rata to the holders
of its Common Stock any additional shares of stock of any class or other tights, or

)] there chall be any capital reorganization or reclagsification of the
capital stock of the Corporation, including any subdivision or combination of its outstanding
shares of Commen Stock, or consolidation or mexger of the Corporation with, or sale of all or

_ substantially all of its assets to, another corporation, or

o ' 5 there shall be a voluntary or involuntary dissolution, liquidation
or winding up of the Corporation;

then, in conmection with such event, the Corporation shatl give to the holders of
the Preferred Stock:

i) at least twenty (20) days prior written notice of the date on which the
books of the Corporation shall close or a record shall be taken for such
dividend, distribution or subscription rights or for determining rights to
vote in respect of eny such recorganization, reclassification, consolidation,
merger, sale, diggolution, liquidation or winding up; and

i) in the case of any such reorganization, reclassification, consolidation,
merger, sale, dissolution, liquidation or winding up, at lcast twenty (20)
days prior written notice of the date when the same shall taks place. Such
notice in accordance with the foregoing clause (i) shall also specify, in the
case of any such dividend, distribution or subscription rights, the date on
which the holders of Common Stock shall be entitled thereto, and such
notice in accordance with the foregoing clause (ii) shall also specify the
date on which the holders of Common Stock shall be entitled to exchange
their Common Stock for securities or other property deliverable upon such
reorganization, reclassification consolidation, merger, sale, dissolution,
liquidation or winding up, as the case may be. Each such written notice
ghall be given by first class mail, postage prepaid, addressed to the holders
of the Preferred Stock at the address of each such holder as shown on the
books of the Corporation,

15

SDILIDINMSUMULIHG. S




()  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 Rights™) pro rata to the record holders of any class of Common Stock
and such grants, issuances 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 Purchese Rights or receipt by
such holder of the notice concerning Purchasc 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
bad 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 any Purchase Rights were
distributed to holders of Conmmmon Stock without the payment of additional
consideration by such holders, carresponding 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 apy such Purchase Rights shall have expired or shall
expire prior to the 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.

(i) 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 spplicable would not fairly
protect the rights of the holders of the Preferred Stock in acoordance 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 principies, so as to
protoct such rights as aforesaid, but in no event shall any adjustment have the effect of increasing
the Conversion Price as otherwise determnined pursuant to any of the provisions of this Section 6
except in the case of 2 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. MANDATORY CONVERSION,

(a8)  EBach share of Preferred Stock shall automatically be converted into sharcs
of Common Stock at its then effective Conversion Price at any time upon the cloging of an
anderwritten public offering pursuant to an effective registration staiement under the Securities
Act of 1933, as amended, covering the offer and sale of Common Stock for the account of the
Corporation to the public generally at a price to the public which places upon the Corporation a
value {prior to the receipt of proceeds of such offering) of at Jeast $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 80 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 will 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 shares of Preferred Stock shall sumrender 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 Common Stock to which such holder is entitled pursuant to this
Section 7. On the date fixed for conversion, all rights with respect to the Preferrad Stock so
converted will terminate, except only the rights of the holders thereof, upon sutrender of their
certificate or certificates therefor, to receive certificates for the number of shares of Common
Stock into which such Preferred Stock hag been converted. If so required by the Corporation,
certificates surrendered for conversion shall be endorsed or accompanied by wriiten 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 5o required to be -
surrendered, be deemed to have been retired and canceled and the shares of Prefetred Stock
represented thereby converted into Common Stock for all purposes, notwithatanding the failure
of the holder or hoiders therzof to surrender such certificates on or prior to such date. As soon as
practiceble after the date of such mandetory 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 number
of fu]l shares of Common Stock issuabie 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. REDEMFTYON,

(@)  The Corporation shall redeem all outstanding shares of Sexies A Preferred
Stock (to the extent that such redemption shall not vialate any applicable provisions of the laws
of the State of Delaware) on the fifth anniversary of the Initial Issuance Date (the "Redemption
Date"). Each share of Series A Preferred Stock shall be redeemed at a price in cash oqual to the
Stated Value per share, plus an amount oqual to any dividends accrued but unpaid therson (such
amount is hereinafter referred to as the "Redemption Price”). If the Corporation is umable to
redeem any shares of Series A Preferred Stock then to be redeamad 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.

6] In the event of any redemption of only a part of the then outstanding
Series A Preferred Stock, the Corporation shall effect such redemption pro rats smong the
holders of Series A Preferred Stock (based on the number of shares of Series A Preferred Stock
held on the Redemption Date).
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(c) At least thirty (30) days prior to the Redemption Date, written notice shall
be majled, postage prepaid, to cach hokder 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 so to 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 manmer and at the
place designated, his or its certificate or certificates representing the shares to be redeemed (such
notice is hereinafier referred to as the "Redemption Notice™). On or prior to the Redemption
Date, each holder of Series A Preferred Stock to be rodeemed shall surrender his or its certificate
or certificates representing such shares to the Corporation, in the marmer 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 appears on such certificate or certificates as
the owner thereof and cach surendered certificate shall be canceled. In the event less than ail
the shates reprasented by any such certificate are redeemed, a new certificate shall be issued
representing the unredeemed shares, From and afier 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 surrender
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 Corporetion 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(a) hereof, the Corporation shall have no right to redeem the shares of
Preferred Stock. Any shares of Serics A Preferred Stock so redeemed shall be permanently
retired, shall no longer be desmed ocutstanding and shall not under any circumstances be reissued,
and the Corporation may from tizue to time take such appropriate corporate action as may be
necessary to reduce the authorized Preferred Stock accordingly. Subject to Section 4 hereof,
nothing herein contained shall prevent or restrict the purchase by the Corporation, from time 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.

ARTICLE Y.
In furtherance and not in limitation of the powers conferred by statute, the by-
law:s of the Corporation may be made, altered, amended or repealed by the stockhoiders or by a
majority of the entire Board of Directors.
ARTICLE VI
Elections of directors need not be by written ballot.
ARTICLE VII.

(1) Indemnification. The Corporation shall indemnify to the fullest
extent permitted under and in accordance with the laws of the State of Delaware any person who
was or is 2 party or is threatened to be made & party to any threatened, pending or completed
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action, suit or proceeding, whether civil, criminal, administrative or investigative (other than an
action by or in the right of the Corporation) 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, exaployee or agent of or in any other similar
capacity with another corporation, partership, joint venture, trust or other enterprise, against
expenses (including attorneys' fees), judgments, fines and amounts paid in settlement actually
and reasonably incurred by him in cormection with such action, suit or proceeding if he acted m
good faith and in 2 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 untawful. The termination 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 Corporation,
and, with respect to any criminal action or proceeding, shall not, of itself, create 2 presumption
that the person had reasonable cause io believe that his conduct was unlawful.

(2) Paymentof Expenses. Expenses (including attorneys' foes)
mcurred in defending any civil, criminal, administrative or investigative action, suit or
procoeding shall (in the case of any action, suit or procesding agamst 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 receipt of an undertaking by or
on behalf of the indemnified person to repay such amount if it ehall uitimately 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 cf any provisions with respect thereto in the
by-lews or any other contract or agreement between the Corporation and any officer, dirsctor,
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 ¢liminate or reduce the
effect of this Axticle VII, subparagraphs 1, 2, and 3, in respect of any matter ocourring before
such amendment, repeal or adoption of an inconsistent provision or in respect of any cause of
action, suit or claim relating to any such matter which would have given rise to a right of
indemnification or right to receive expenses pursuant to this Article VI, subparagraph 1, 2, or 3,
if such provision had not been so amended or repealed or if a provision inconsistent therewith
had not been so adopted. ‘

{5) Limitation on Liability. No director or officer shall be personally
liable to the Corporation or any stockholder for monstary damages for breach of fiduciary duty
as a director or officer, except for any matter in respect of which such director or officer (A)
ghall 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 reason that, in
addition to any and all other requirements for liability, he:
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1) shail have breached his duty of loyelty 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; '

iii)  shall have acted in a manner involving intentional misconduct or a
knowing violation of law or, in failing to act, shall have acted in a manner
involving intentional misconduct or a knowing violation of law; or

iv) shall have derived an improper personal benefit.

If the General Corporation Law of the State of Delaware is amended after the date
hereof to authorize corporate action further eliminating or limiting the persenal liability of
directors, then the Lability of a director of the Corporation shall be eliminated or limited to the
fullest extant permitted by the General Corporation Law of the State of Delaware, as so
amended. :

20

BDILDHNM UV PS04




IN WITNESS WHEREOF, said Corperation has caused this Certificate to be
signed by its Chief Executive Officer this D #\day of December, 2001.

Brian D. Cahill, Chief Executive Officer

B ——— P — ——




STATE OF DELAWARE
SECRETARY OF STATE
DIVISTON OF CORPORATIONS
FILED 0%:00 AM 10/20/2000
001529115 — 3081065

AMEND THIRD
CRRTIFICATE OF INCORPORMTION
cmm'o:;. INC.
Pursuant to Section 242

5 of the
elaware General Corporation Law

*® X % »

CHARTONE, INC., ga Delaware corporation {the "Corporation")

hereby certifieg ag follows: ) |
| The Certificate of Incorporatién of the Corporation was
filed in #he office of the Secretary of State of the State of
jzlaware on September 1, 1999, waé amended and restated ;ﬁ April
Ge, 2000 pursuant to Section 242 and Section 245 of the Delaware
fneral Corporation Law to, among other things, change the name
©f the Corporation from "PASC Acquisition Corporation® to

n

Chartone, Ine.", was further amended and restated on
June 1, 2000 Pursuant to Section 242 apd Section 245 of the
Pelaware Ganeral Corporation Law, and ig hereby further amended
:nd restated pursuant to Section 242 and Section 245 of the
.elaware General Corporation Law. A1 amendments to the
Certifj

tificate of Incorporation reflected herein have been duly
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adopted by the stockholder of the Corporation in accordance with
the provisicng of such Sections.

This Thirag Amended and Restated Certificate of

ARTICLE I.
The name of the Corporatien is:

ChartOne, Inc.

ARTICLE XI.
-ﬁ*u——

, The address of its registered office in the State of
Delaware ig 1209 Orange Street in the City of Wilmington, County
of New Casrle. The name of irg registered agent ar such address
is The Corporation Trust Company.

°r Promoted by the Coxporation is to engage in any lawful act or
Activity for which COorporationa may be organized under the
General Corporation Law Of the State of Delaware.

ARTICLE Iv.
m—sshad dV.

Corporacion shall have authority to issue is 25,830,000,
consisting of (1) 7,500, 000 shares of Series 2 Convertible
Preferrad Stock, par vValue $0.01 per share, of the Corporation
(the "Serieg A Preferred Stock"), (ii) €,130,000 shares of
Series B Convertibie Prefarred Stock, par value $0.01 per share,
of the Corporation (the "Serieg g Preferred Stock™), (iiji)
1,200,000 shares of Series ¢ Convertible Preferred Stock, par
value $0.031 per share, of the Corporation (the "Series ¢
Preferreq Stock, " and together with the Series A Preferreq Stock
and the Series B Preferred Stock, the "Preferred Stock™) and
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{iv) 15,000, 000 shares of common Stock, $0.001 par value per
share (the “Common Stock") .

thereof for aij Purposes and shall not be bound to recognize any
equitable or other claim to, or interest in, such share on the
Part of any other Person, whether or not the Corporation ohall

have notjce thereaos, except as expressly provided by applicable
law.

The deaignations, powers, preferences and relative,
participating, optional or other special rights, and the
qualificacions, limitations or regtrictions thereof, of the
Preferred Stock are asg follows:

SECTION 1. DESIGNATION AND AMOUNT .
M*__“

(a) The shares of the Serieg 2 Preferred Stock shall
be designateq “Series A Convertible Preferred Srock" apng the
number of shares constituting such series shall be 7,500, 000.

(b} The shares of the Series B Preferrad Stock shall
be dasignaraeq "Series n Converrible Preferred Stoekw and the
number of shares constituting such series shall be 2,130,000.

{(c) The shares of the Seriesg (¢ Preferred Stock shall
be designated "Seriag ¢ Convertribile Preferrad Stock" and the
Number of shareg constituting guch 8eries shall be 1,200,000.

SECTION 2, DIVIDENDS.
et .
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"Junior Stock") in any year or (ii) to the extent that a
dividend is paid on the Common Stuck before any dividends are
declared, get apart for or paid upon the Series A Preferred

be declareq Pro rata per share and compounded quarterly. For
Purposes hereof, Lhe term "Stated Value" shall mean $10.00 per
share, subject to abpropriate adjustment in the event of any
Btock dividend, stock split, stock distribution or combination

with respect to the Serjes a Preferred Stock, the Series B

(€}  The number of shares of Series a Preferred stock
to be issued ip bayment of the dividend with respect to each
outstanding ghare Of Series A Preferred Stock shall be

the Stateq Value. To rhe exXtent that any such dividend would
result in che issuance of 4 fractional share of Series A
Praferreq Stock (whieh shall he determined with Iespect to the
Aggregate number of shares of Series A Preferred stock held of
¥Yecord by each helder) then the amount of such fraction
multiplieq by the stateg Value shall pe Paid in cash (unless
there are nas legally available funds with which to make such

cash payment, ;p which event such cash payment shall be made ag
500n ag Possible) .

{d)  For so long as the Series A Preferreqd Stock
remaing outstanding, without che consent of the holders of a
Majoriey of the shares of Series A Preferred Stock the
Corporatiop shall pot Pay any dividend upon the Junior Stock,
Whether jip cash or other broperty (other than shares of Junior
Stoek}, or Purchase, redeem or otherwise acquire any such Junior
Stock unless, in addition to the payment of the dividend te the

-4 -
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holders of the Series A Preferred Stock as described above, the
Corporation has redeemed all shares of Series A Preferred Stock
which it would therétofore have been required to redeem under
Section 8 hereof. Notwithstanding the provisions of this
Section 2(d), without declaring or paying dividends on the
Series A Prefarred Stock, the Corporation may, subject to
applicable law, repurchase or redeem shares of capital stock of
the Corporation from current or former officerxs or employees of
the Corporation bursuant to the terms of repurchase or similar
agrecments in effect from time to time, provided that such
agreements have been approved by the Board of Directors and the
tarms 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 up,

(a) In the event of any voluntary or involuntary
liquidation, dissolution or winding up of the Corporation, the
holders of shares of Sexies A Preferred Stock then outstanding
shall be entitled to be paid out of the assets of the
Corporation available for digstribution to its stockholders,’
after and subject to the payment in full of all amounts required
Lo be diatributed to the holdexrs of any other Preferred Stock of
the Corporation ranking on liquidation prior and in Preferxence
Lo the Series p Preferred Staock (such Preferred Stock being
referred to hereinafter am "Senior Preferred Stock"), if any,
“Pon such liguidation, digsolution Oor winding up, but before any
Payment shall be made to the holders of Junior Stock, an amount
in cash equal to the greater of (i) rhe Stated Value per share
Plus any dividends thereon accrued but unpaid or (i1} ascuming
conversion of the Sexies A preterred Stock pursuant to Section
5, the amount guch holder would have received had such holder
converted its Series A Preferred Stock into Common Stock
immediatuly Prior to such distribution. If upon any such
liguidation, diesolution or winding up of the Corporation the
remaining assets of the Coxporation available for the
discribution to its stockholders after payment in full of
amounts required to be paid or distributed to holders of Senior
Preferred Stock shall be insufficient to pay the holders of
shares of Serieg A Preferred Stock the full amount to which they

with the Series A Preferred Stock, shall share ratably in any
distribution of the remaining assets and tunds of the

Corporation in Proportion to the respective amounts which would
otherwise be Payable in respect to the shares held by them upon

_5,.,
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erieg B Preferred Stock and the Series ¢ Preferred Stock,



n

p
FRON WILLKIE FARK 27 FAX OEFT THUT10.19° 00 17:36/8T. 17:33/N0. 4261629136 £ §

201e37. 2

of the Corporation, the holders of shares of Common Stock then
outstanding shal] be entitled to receive the remaining asasetg
and funds of the Corporation available for distribution to itg
Stockholders.

{d) . The merger or concolidation of the Corporation
into or with another corporation, the merger or conselidaticn of
any other corporation into or with the Corporation, or the sale,
conveyance, mortgage, pPledge or lease of all or substantially
all the assets of the Corporation shall noe be deemed ro be a
liquidaciop, dissolution or winding up of the Coxporatiun for
Purpoecs of thig Section 3.

SECTION 4. VOTING.

(a) Except as Provided in Sectrion 4{(g), each isgued
and outstanding Share of preferred Stock shall be enticled to
the number of votes equal to the number of shares of Common

convertible (ag adjusted from time to time pursuant to Section 5
hereof), at each meeting of stockholders ©of the Corporation (or
pursuant té any action by writren consent) with respecr to any
and al]l Mmatlers presented to the stockholders of the Coxrporation
for their action or coneideration. Except as provided by law,
by the Provisions of thig Section 4 op by the provigions
©sTablishing any other series of Preferred Stock, holders of
Preferred gtock shall vote together with the holders of Common
Stock as g single class.

(b} (i) asg Provided in and subject to the terms ofr
this Section 4(b), tne holders of Series 2 Preferred Stock shail
have the exclusive right, voting separately as a class, to elect
Up to three directors (hexein referred to as the “"Series A
Directors"),

(ii} In addition to the righce of elaction provided
in Sectjon ¢(b) (iii), so long as Warburg, Pincus Equity
Partners, L.p., a Delaware limited pPartnership (“Warburg”)
and itg Affiliates beneticially own shares of Series A
Preferreq Stock comprising at least fifteen parcent (15%)
of the outstanding Common Stock {assuming conversion of all
Preferred Stock) , Warburg and its Affiliates shall have the
exclusive right to elect two Series A Directors, 1Ip the

(5%) but less than fifteen percent (15%) of the outstanding
Common Stock (assuming conversion ©f all Praferred Stock),
then Warburg and i-s Af{filiates shall have the exclusive
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ight ro clecct one Series A Director, In the event Warburg
nd its Affiliates beneficially ownl shares of Series A

{(iii) 1In addition to the righte of elaction Provided
I Section 4(b) 111}, so long as Prudentia] Securities

Group, Inc., a Nelaware corporation (*PEAI"), ang its
Affiliates angd Transferees own sharee of Serles A Preferreq

8
(

took Comprising, in the aggregate, at leaar five Percent
5%) of the outsLanding Common Stock (assuming conversion

©f all Preferred Stock), PSGI or itg Affiliates or '
Transferces, ag the cage may be, shall have the exclusive
right to elect one Series A Director. Ip the avent pgg;x

Nnad 1ts Affiliareg and Transfereeg beneficially own shareg
f Serieg a Preferrad S$toek comprising, in the aggregate,
€88 than five percent (5%) of the outstanding Common Stock
assuming Conversion of all Preferrad Stock), then psgz and
ts Affiliateg and Transfereesg shall have no right to eleet

A Series a Director. For Puxposes of this Section

4
s

(b) (i11) "Transferees” shall mean the transferves of
eries A Preferred Stock pursuant to Section 6.3 of that
ertain Securities Purchase Agreement, dated ag of May 5,
000, by and mong the Corporation, QuadraMed Corporation,

Quadramed Operating Corporation and the investors named

S
a
ol
a

S
I
T

herein,
(iv) a1l Serieg p Direectors Provided bursuant to
ections 4 (k) (ii) ana 4(b) (iii) shall be elected by the

ffirmative vole of the holders of record of a majority of
he Outstanding shares of Series A Preferred Stock either
L meetings of Stockholders at which directors are elected,

Y written consent without a meeting in accordance with the
eneral Corporation Law of pDelaware. Each Serias 2

htil hig Successor jg elected ang qualifiad. Any vacancy
N the positien of a Serieg A Director may be filled only
Y the holdarg of rche Series A Preferred Stock. Each
e€ries A Director MaY, during his or her term of office, be
emoved at any time, with or without Cause, by ang only by
be affirmative vote, at a special hmeeting of holders of
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vacancy created by such removal may also be £illed at such
meeting or by such consent ,

(<) [Intentionally omitted.)

_ (d} So long a8 Warburg and its Affiliates
beneficially own shares of Seriss 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 rightg pProvided by law, the Corporation shall not, without

(1) amend or repeal any provision of the
Corporation's Certificate of Incorporation or By-Laws in a

(i) authorize or effect the payment of dividends
Or the redemption OI repurchase of any capital stock of the

{1ii) enter into any Cransaction, othexr than

{iv) amend, alter or repeal the preferesnces,
Special rights o other powers of the Series A Preferred
Stock so as to affect adversely the Series A Preferred
Stock. For this burpose, the authorization Or issuance of

{v) distribute money or other Property in
Tespect of any stock other than Series A Preferreg Stock;

-9a
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iBsue debt thar ig convertible intg 8tock of the
Corporation; or issue stock thatr enjoys a priority as to
dividends or on'liquidation;

{vi) authorize or effect the issuance by the
Corporation of any shares of capital stock or rights to
2Cquire capital stoek othar than (x) pursuant to options,
warrants, conversion or subscription righta in existence on
the initial date of issuance of the Sexies A Preferred
Steck or (y) pursuant to stock option, stock bonug Or other
employee stock pPlans for the bensfit of the employeeg of
the Corporatien or its subsidiaries in existence as of such
date or thereafrer approved with the consent of tha holders
of a majority of the then Outstanding shares of Series A
Prefarreq Stock;

{vii) authorize or effect (a) any sale, leasge,
transfer or othexr disposition of all of substantially alil
the assers of the Corporation; (b) any merger or
consolidation or Other reorganization Of the Corporation
with or into another corporation, (¢) the acquigition by
the Corperation of Another coxporation by means of a
Purchase of 3311 or substantially all of tha capiltal stock

winding up, dissolution or adoption of any plan for the
Eams; o

(viti) authorize op effect the alection or removal
of any officer of the Corporation.

{e) [Intentionally omltted.}
(f) [Intentionally omitted.)

(9) BExcept as provided by law, (i) the holders of
Series ¢ Preferred srock shall have no voting rights ang (ii)
any referxence in thig Section 4 to voting rightg of holders of
Preferreqd Stock, to holders of Preferred Stock voting se@parataly
as a class, or to holders of Preferred stoeck voting together
with the holders of Common Stock ae 2 aingle clasgg ghall be
constrxrued ags excluding the holders of the shares of Series ¢
Preferrea Stock frem any such vore.

SECTION 5. OPTIONAT, CONVARSION. Each share of
Preferreg Stock may be converted at any time, ac the option of
the holdey therecf, intg the number of fully-paid ang
nonaSSESSable shares of Common Stoek obtained by dividing the
Stated value by the Conversion Price then in effect {the
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"Conversion Rate"), provided, however, thal on any redemption of
any Preferred Stock or any liquidation of the Corporation, the
right ofr conversion ‘shall terminate ar the close of business on
the full bueiness 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 pPrice, subijact to
adjuetment as pProvided herein, is equal to $10.00 (the
"Conversion Price"). The initial Conversion Rate for the
Preferred stock shall be one ghare of Common Stock for each one
share of pPreferred Srock surrendered for conversion. The
applicable Conversion Rate and Conversion Price from time to
time in effect ie subject to adjustment as hereinafter provided.

(b) The Corporation shall not issue fractiona of
shares of Common Stock upon conversion of Preferred Stock or
SCrip in lieu thereof. If any fraction of a share of Common
Stock would, except for the provisions of thig Section 5(b), be
issuable upon conversion of Preferred Stock, the Corperation
8hall in liey thereof pay to the perscn entitled thereto ap .
amount in cash egqual to the current value of such fraction,
calculated to the nearest one-hundredth (1/100) of a share, to
be computed (i) if the Common Stock is listed on any natignal
securities exchange, on the basis of the last sales price of the
Common Stock on such exchange (or the quoted closing bid pPrice
if there ahall have been no sales) on the date of convergion, or
{ii) if the Common Stock shall not be listed, on the basig of
the mean between the closing bid and asked prices fox the Common
8tock on the date of conversion as reported by NASDAQ. or its
Successor, and if thers are not such closing bid and agked
Prices, on the basis of the fair market value per share as
determined by the Board of Directors.

(@) Whenever the Conversion Rate and Conversion Price
shall be adjusted as provided in Sectien s hereof, the
Corporation shall forthwith file at each office designated for
the conversion of Preferred Stock, a statement, aigned by the
Chairman of the Board, the President, any Viece President or
Treasurer of the Corporatien, showing in reasonabple detail the
facts requiring such adjustment and the Conversion Rate that
will be effective after such adjustment. The Corporation shall
also cause 3 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 appearing on the
Stock register, 7If such notice relates *o an adjustment
xesulting from an event referred to in Section 6(g) hereof, such
notice shall be included as part of the notice required to be
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mailed and published under the Provisions of Sectien 6(g)
hereof .

notice to the Corporation at such office that the holder elects

for shares of Common Stock which shall be igsuable on such
conversion shall be issued, subject eo any restrictions on
trangfar relating to shares of the Preferred Stock or shares of
Common Stoek upon conversion thereof. If 80 required by the
Corporation, certificates surrendered for conversion phall be
eéndoxrsed or accompanied by written instrument or instruménts of
trangfer, in form Satisfactory to the Corporation, duly -
anthorized in writing. The date of receipt by the trangfer
agent (ox by the Corporation if the Corporation serves as jis
°¥n transfer agent) of the certificates and notice shall ba the
conversion date. as B800n as practicable after receipt of ‘guch
notice and the surrender of the certificate or certificatee for
Preferred Stock as aforesaid, the Corporation shall cause to be
issued anq delivered zt such office to such holdex, or on his oy
its written order, a certifjicate or certificates for the number
Of full shares of Common Stack iesuable on syuch conversmsion in
accordance with the provisiong hereof, cash as brovided in

certificate or certifizates so surrendered are being converted,
a reaidual certificate or certificareg reprasenting the shares
of Preferred Stock not Counverted,

its duly authorized shares of Common Stock as shall from time to
time he sufficient tro effect the conversion of all outstanding
Preferxyed Srtock. Befors taking any action that would causge an
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action that Mmay, in the opinion of ics counsel, be necessary in
order that rhe Corporation may validly and legally igsue
fully-paid ang honassessable shares of such Common Stock at such
adjusted conversion price.

longer be deemed to be outstanding and all rights with respect
te such shares, including the rights, if any, to receive notices
and to vote, shall forthwith ceasge and terminate éxcept only the

that surrendereg for conversioqn, pbayment of any accrued and
unpaid dividends thereon. Any shares of Preferred Stock so
converted shall be retired and canceled and shall not be

appropriate actiop a8 may be necessary to reduce the authorized
Prefarreg Stock accordingly. ‘

SECTION 6. ANTI-DILUTION PROVISIONS.
_ .

number of shares of the Common Stock deemed to be outstanding
undey Paragraphs 6(b) (1) to (9}, inclusive, at euch time.

(b} Except ag pProvided in Section € (c) ox 6(f)
hereocf, if and whenever on o after the date of initial issuance
of the Serieg A Preferred Stock (the "Initial Isavance Datan) ,
the Corporation shall issue gr sell, or shall jip accordance with
Paragraphs 6(b) (1) te (9}, inclusive, be deemed Tto have isgued
OY 80ld auy shares of its Common Stoeck for a congideration per
share less than the Conversion Price in effect immediately prior
Lo the time of such issue or Bale, then forthwith upon such
issue or 8ale {the "Triggering Transaction"), the Conversion
Price shall, Bubiect to baragraphs (1) ro (9) of this Section
6(b}, be reduced to the Conversion Price (caleculated to the
nearest tenth of 4 cent) determined by dividing:



