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SECRETARY OF STATE

[, BILL JONES, Secretary of State of the State of California,
hereby certity: |

" That the attached transcript of ﬁ page(s) was
prepared by and in this office from the record on file, of
“ which it purports to be a copy, and that it is full, true
and correct.

IN WITNESS WHEREOQF, 1 execute this
Fi certificate and affix the Great Seal of
: the State of California this day of

APR 1 9 2000

6.

Secretary of State

it Sec State Form CE-108 (rev. 6/98)
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TELECOM SOLUTIONS, INC.

Phillip H. Davis and Vikram S. Sial hereby certify as follows:

i They are the duly elected and acting President and Secretary, !

respectively, of TELECOM SOLUTIONS, INC., a Califomia corporation (this “Corporation”).

it The Articles of Incorporation of this Corporation are amended and

restated to read as foliows:

ARTICLE |

The name of this Corporation is iBASEt (hereafter referred to as the
“Corporatior™). This Corporation was previously known as Telecom Solutions, Inc.

ARTICLE Il

The purpose of this Corporation is to engage in any lawful act or activity for
which a corporation may be organized under the General Corporation Law of California
other than the banking business, the trust company business, or the practice of a
profession permitted to be incorporated by the California Corporations Code.

R

ARTICLE Ill
(A) Limitation of Directors’ Liability. The personal liability of the directors S
of this Corporation for monetary damages shall be eliminated to the fullest extent T

permissible under California law, as the same exists and to such greater extent as W
California law may hereafter permit.

(B) Indemnification of Corporate Agents. This Corporation is authorized
to provide indemnification of agents (as defined in Section 317 of the California
Corporations Code) for breach of duty to this Corporation and its stockholders through _
bylaw provisions, agreements with the agents, votes of shareholders or disinterested 4
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directors, or otherwise, in excess of the indemnification otherwise permitted by Section 317
of the California Corporations Code, subject to the limits on such excess indemnification
set forth in Section 204 of the California Corporations Code.

ARTICLE IV

(A)  Classes of Stock. This Corporation is authorized to issue two classes
of shares, designated respectively “Common Stock™ and “Preferred Stock.” The total
number of shares that this Corporation is authorized to issue is twenty three million
(23,000,0CC) shares. Twenty million (20,009,000) shares shall be Common Stock, and
three million (3,000,000) shares shall be Preferred Stock. A total of seven hundred fifty
thousand (750,000) shares of Series A Preferred Stock have been issued.

(B) Rights, Preferences and Restrictions of Preferred Stock. The rights,
preferences, restrictions and other matters relating to the Series A Preferred Stock are as
follows:

1. Dividends. The holders of shares of Series A Preferred Stock
shall be entitled to receive dividends, out of any assets legally available therefor, prior and
in preference to any declaration or payment of any dividend (payable other than in
Common Stock or other securities or rights convertible into or entitling the holder thereof
to receive, directly or indirectly, additional shares of Common Stock of this Corporation) on
the Common Stock of this Corporation, at the rate of $1 per share per annum until May 31,
2001, and thereafter at the per-annum rate determined by multiplying $4 by the sum of 1%
plus the Wells Fargo Bank prime or reference rate (as adjusted from time to time), or, if
greater (as determined on a per annum and as converted basis for the Series A Preferred
Stock) an amount equal to that paid on the Common Stock of this Corporation. Such
dividends shall be payable when, as, and if declared by the Board of Directors, and shall
be cumulative so that, if such dividends in respect of any previcus or current annual
dividend period, at the rate specified above, shail not have been paid or declared and a
sum sufficient for the payment thereof set apart, the deficiency shal. first be fully paid
before any dividend or other distribution shall be paid on or declared and set apart for the
Common Stock. Dividends that have not been paid or declared shali not bear interest, be
compounded, or be increased by any amount equivalent to interest. Cumulative dividends
with respect to a share of Series A Preferred Stock which are accrued, payable or in
arrears shall, upon conversion of such share to Common Stock and unless declared, be
paid to the extent assets are legally available therefor and any amounts for which assets
are not legally available shall be paid promptly as assets become legally available therefor;
any partial payment will be made pro rata among the holders of such shares.
Notwithstanding the foregoing, and for all purposes with respect to the Series A Preferred
Stock: (a) dividends as provided in this Section 1 shall be annually declared and accrue,
but shall not be payable, until May 31, 2002; (b) on and after June 1, 2002, such dividends
shall be declared, accrue and paid auarterly; and (c) in the event that this Corporation
(i) engages in a Corporate Transaction (as defined in subsection 2(b)) for total
consideration (in cash and securities) of at least $60,000,000 before June 1, 2002, or
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(ii) effects an initial registered public offering pursuant to the Securities Act of 1933 (an
"IPO") with a total valuation of this Corooration (based on the per-share offering price in
the IPO and all other relevant factors) of at least $65,000,000 before June 1, 2002, then
and in such event any dividends declared or accrued on or before the consummation for
the Corporate Transaction or the IPG shall automatically be waived entirely and not paid.

2. Liquidation Preference.

a. In the event of any liquidation, dissolution or winding up
of this Corporation, either voluntary or involuntary, the holders of Series A Preferred Stock
shall be entitled to receive, prior and in preference to any distribution of any of the assets
of this Corporation to the holders of Common Stock by reason of their ownership thereof,
an amount per share equal to the sum of (i) $4 for each outstanding share of Series A
Preferred Stock (the "Original Series A Issue Price™) and (ii) an amount equal to accrued
but unpaid dividends on such share (except as otherwise provided in Section 1). If upon
the occurrence of such event, the assets and funds thus distributed among the holders of
the Series A Preferred Stock shall be insufficient to permit the payment to such holders of
the full aforesaid preferential amounts, then, subject to the rights of series of Preferred
Stock which may from time to tme come into existence, the entire assets and funds of this
Corporation legally available for distribution shall be distributed ratably among the holders
of the Series A Preferred Stock in proportion to the amount of stock owned by each such
holder.

b. Except as otherwise provided in Section 1. (i) any
acquisition of this Corporation by means of merger or other form of corporate
reorganization in which outstanding shares of this Corporation are exchanged for securities
or other consideratior: issued, or caused to be issued, by the acquiring corporation or its
subsidiary (other than a mere reincorporation transaction), (ii) a sale or other disposition
of all or substantially all of the assets of this Corporation, or (iii} the effectuation by the
Corporation of a transaction or series of related transactions in which more than 67% of
the voting power of the Corporation changes (collectively, a "Corporate Transaction”), shall
be treated as follows:

i) in the event of a Corporate Transaction, the
holders of Series A Preferred Stock shall be entitled to receive, prior and in preference to
any distribution of any of the assets of this Corporation to the holders of Common Stock
by reason of their ownership thereof, an amount per share equal to the sum of (i) the
Original Series A Issue Price and (ii) an amount equal to accried but unpaid dividends on
such shares (except as otherwise provided in Section 1). |f upon the occurrence of such
event, the assets and funds thus distributed among the holders of the Series A Preferred
Stock shall be insufficient to permit the payment to such holders of the full aforesaid
preferential amounts, then, subject to the rights of series of Preferred Stock which may
from time to time come into existence, the entire assets and funds of this Corporation

L1

BT 18 ADEMABKN__,:@ w.nv*z*
REEL: 002081 FRAME: 0384



legally available for < stribution shall be distributed ratably among the holders of the Series
A Preferred Stock in proportion {o the amount of such stock owned by each such holder.

i) Notwithstanding subsection 2(b){i) above, if the
total consideration with respect to a Corporate Transaction is at least $60,000,000, or the
total capitaiization of this Corporation in an IPO (based on the per-share offering price in
the |PO and all oiher relevant factors) is at least $65,000,000, then and in such event the
holders of Series A Prefeired Stock shall not be entitled to the distribution in subsection
2(b)(i) above, and immediately prior to such Corporate Transaction their shares of Series
A Preferred Stock will automatically be converted to Common Stock.

3. Redemption.

a. At the option of this Corporation, this Corporation may,
to the extent it may lawfully do so, redeem all, but not less than all, shares of the Series
A Preferred Stock by paying in cash therefor (i) on or before May 31, 2001, $8 per share,
and (ii) thereafter for a sum equal to the Original Series A Issue Price plus all accrued and
unpaid dividends (such total amountis hereinafterreferred to as the "Series A Redemption
Price") for the shares to be redeemed. .

b. At ieast 20 but no more than 90 days prior to the
proposed redemption date for the Series A Preferred Stock (the "“Redemption Date"),
written notice shall be mailed, first class postage prepaid, to each holder of record (at the
close of business on the business day next preceding the day on which notice is given) of
the Series A Preferred Stock at the address last shown on the records of this Corporation
for such holder or given by the holder to this Corporation for the purpose of notice or if no
such address appears or is given by the holder to this Corporation for the purpose of notice
or if no such address appears or is given at the place where the principal executive office
of this Corporation is located, notifying such holder of the redemption to be effected,
specifying the number of shares to be redeemed from such holder, the Rademption Date,
the Senes A Redemption Price, the place at which payment may be obtained and the date
on which such holder's Conversion Rights (as hereinafter defined) as to such shares
termin2te and calling upon such holder to surrender to this Corporation, in the manner and
at the place designated, his certificate or certificates representing the shares to be
redeemed (the "Redemption Notice"”). Except as provided in subsection 3(d) and except
as prohibited by applicable California corporate law, on or after the Redemption Date, each
holder of Series A Preferred Stock to be redeemed shall surrender to this Corporation the
ceitificate or certificates representing such shares, in the manrer and at the place
designated in the Redemption Notice, and thereupon the Series A Redemption Price of
such shares shall be payable to the order of the person whose name appears on such
certificates as the owner thereof and each surrendered certificate shall be canceled.

c. From and after the Redemption Date, uniess and until
there shall have been a default in payment of the Series A Redemption Price, all rights of
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the holders of such shares as holders of Series A Preferred Stock (except the right to
receive the Series A 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 this Corporation or be deemed to be outstanding
for any purpose whatsoever. |If the funds of the Corporation legally available for
redemption of stares of Series A Preferred Stock on any Redemption Date are insufficient
to redeem the total number of shares of Series A Preferred Stock (i) the redemption shall
be null and void and of no effect, unless (ii) holders of a majority of the shares of Series A
Preferred Stock consent in writing, 2nd then the redemption shall take effect and those
funds which are legally available will be used to redeem the maximum possible number of
such shares ratably among the holders of such shares. In the latter case, the shares of
Series A Preferred Stock not redeemed shall remain outstanding and entitied to all the
rights and preferences provided herein, and any time thereafter when additional funds of
the Corporation are legally available for the redemption of shares of Series A Preferred
Stock, such funds will immediately be used to redeem the balance of the sharzas which the
Corporation has become cbligated to redeem on any Redemption Date, but which it has
not redeemed.

4. Conversion. The holders of the Series A Preferred Stock shall
have conversion rights as follows (the "Conversion Rights"):

a. Right to Convert.

i) Subject to subsections 4(b) and 4{c), each share
of Series A Preferred Stock shall be convertible, at the option of the holder thereof, at any
time after the date of issuance of such share and prior to the close of business on :any
Redemption Date as may have been fixed in any Redemption Notice with respect to sucn
share, at the office of this Corporation or any transfer agent for the Series A Preferred
Stock, into such number of fully paid and nonassessable shares of Common Stock as is
determined by dividing the Original Series A Issue Price by the Conversion Price at the
time in effect. The initial Conversion Price per share for shares of Series A Preferred Stock
shall be the Original Series A Issue Price; provided, however, that the Conversion Price
tor the Series A Preferred Stock shall be subject to adjustment as set forth in
subsection 4(d).

, i) In the event of a call for redemption of any shares
of Series A Preferred Stock pursuant to Section 3 hereof, the Conversion Rights shall
terminate as to the shares designated for redemption at the close of business on the
Redemption Date, unless a default occurs in payment of the Redemption Price.

b. Automatic Conversion. Each share of Series A Preferred

Stock shall automatically be converted into shares of Common Stock at the Conversion
Price at the time in effect for such Series A Preferred Stock immediately upon the earlier
of: (i) the consummation of an IPO with a total capitalization of this Corporation (based on
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the per-share offering price in the IPO and all other relevant factors) of at least
$65,000,000; (ii) the consummation of a Comorate Transaction in which the total
consideration is at least $60,000,000; or (iii) the date upon which this Corporation obtains
the consent of the holders of a majority of the then outstanding shares of Series A
Preferred Stock.

c. Mechanics of Conversion. Before any holder of Series A
Preferred Stock shall be entitled to, or be required to, convert the same into shares of
Common Stock, he shall surrender the certificate or certificates therefor, duly endorsed,
at the office of this Corporation or of any transfer agent for the Series A Preferred Stock,
and shall give written notice by mail, postage prepaid, to this Corporation at its principa!
corporate office, of the election to convert the same and shall state therein the name or
names in which the certificate or certificates for shares of Common Stock are to be issued.
This Corporation shall, as soon as practicable thereafter, issue and deliver at such office
to such holder of Series A Preferred Stock, or to the nominee or nominees of such holder,
a ceirtificate or certificates for the number of shares of Common Stock to which such holder
shall be entitled as aforesaid. Such conversion shall be deemed to have been made
immediately prior to the close of business on the date of such surrender of the shares of
Series A Preferred Stock to be converted, and the person or persons entitled to receive the
shares of Common Stock issuable upon such conversion shall be treated for all purposes
as the record holder or holders of such shares of Common Stock as of such date. If the
conversion is in connection with an underwritten offering of securities pursuant to the
Securities Act of 1933, the conversion may, at the option of any holder tendering Series A
Preferred Stock for conversion, be conditioned upon the closing with the underwriter of the
sale of securities pursuant to such offering, in which event the persons entitled to receive
the Common Stock issuable upon such conversion of the Series A Preferred Stock shall
not be deemed to have converted such Series A Preferred Stock until immediately prior to
the closing of such sale of securities.

d. Conversion Price Adjustments of Preferred Stock. The
Conversion Price of the Series A Preferred Stock shall be subject to adjustment from time
to time as follows:

i) A. if the Corporation shallissue any Additional
Stock (as defined below) after the date upon which any shares of the Series A Preferred
Stock were first issued (the "Purchase Date” with respect to such series) without
consideration or for a consideration per share less than the Conversion Price for the
Series A Preferred Stock in effect immediately prior to the issuance shall forthwith (except
as otherwise provided in this subsection 4(d)(i)) be adjusted to a price equal to the per
share purchase price for such Additional Stock.

8. No adjustment of the Conversion Price for
the Series A Preferred Stock shall be made in an amount less than $0.01 per share,
provided that any adjustments which are not required to be made by reason of this
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sentence shall be carried forward and shall be either taken into accountin any subsequent
adjustment made prior to three years from the date of the event giving rise to the
adjustment being carried forward, or shall be made atthe end of three years from the date
of the event giving rise to the adjustment being carried forward. Except to the limited
extent provided forin subsection (E)(3) and (E)(4), no adjustment of such Conversion Price
pursuant to this subsection 4(c)(i} shall have the effect of increasing the Conversion Price
in effect immediately prior to such adjustment.

C.  Inthe case of the issuance of Common
Stock for cash, the consideration shall be deemed to be the amount of cash paid therefor
before deducting any reasonable discounts, commissions or other expenses allowed, paid
or incurred by this Corporation for any underwriting or otherwise in connection with the
issuance and sale thereof. ~

D. Inthe case of the issuarize of the Common
Stock for a consideration in whole or in part other than cash, the consideration other than
cash shall be deemed to be the fair valuc thereof as determined by an independent,
nationally recognized investment banker or company evaluation expert mutually agreeable
to this Corporation and the holders of a majority of Series A Preferred Stock, irrespective
of any accounting treatment therefor.

E. In the case of the issuance (whether
before, on or after the applicable Purchase Date) of options to purchase or rights to
subscribe for Common Stock, securities by their terms convertible into or exchangeable
for Common Stock or options to purchase or rights to subscribe for such convertible or
exchangeable securities (other than such options granted heretofore or other such options
to purchase or subscribe for Common Stock for a purchase price equal to or in excess of
the Conversion Price then in effect), the following provisions shall apply for all purposes
of this subsection 4(d)(i) and subsection 4(d)(ii)).

1. The aggregate maximum number
of shares of Common Stock deliverable upon exercise (to the extent then exercisable) of
such options to purchase or rights to subscribe for Common Stock shall be deemed to
have been issued at the time such options or rights were issued and for a consideration
equal to the consideration (determined in the manner provided in subsections 4(d)(i)(C)
and (d)(i)(D)), if any, received by this Corporation upon the issuance cf such options or
rights plus the exercise price provided in such options or rights (without taking into account
potential antidilution adjustments) for the Common Stock covered thereby.

2. The aggregate maximum number
of shares of Common Stock deliverable upon corversion of or in exchange (to the extent
then convertible or exchangeabie) for any such convertible or exchangeable securities or
upon the exercise of options to purchase or rights to subscribe for such convertible or
exchangeable securities and subsequent conversion or exchange thereof shall be deemed
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to have been issued at the time such securities were issued or such options or rights were
issued and for the consideration equal to the consideration, if any, receiverd by this
Corporation for any such securities and relz:2d options or rights (excluding any cash
received on account of accrued interest or accrued dividends), plus the additional
consideration, if any, to be received by this Corporation (without taking into account
potential antidilution adjustments) upon the conversion or exchange of such securities or
the exercise of any related options or rights (the consideration in each case to be
Jetermined in the rianner provided in subsections 4(d)(i)(C) and 4(d)(i}(D)).

3. In the event of any change in the
number of shares of Common Stock deliverable or in the consideration payable to this
Corporation upon exercise of such options or rights or upon conversion of or in exchange
for such convertible or exchangeable securities, including, but not limited to, a change
resulting from the antidilution provisions thereof, the Conversion Price of the Series A
Preferred Stock, to the extent in any way affected by or computed using such options,
rights or securities, shall be recomputed to reflect such change, but no further adjustment
shall be made for the actual issuance of Common Stock or any payment of such
consideration upon the exercice of any such options or righis or the conversion or
exchange of such securities.

4, Upon the expiration of any such
options or rights, the termination of any such rights to convert or exchange or the expiration
of any options or rights related to such convertible or exchangeable securities, the
Conversion Price of the Series A Preferred Stock, to the extent in any way affected by or
computed using such options, rights or securities or options or rights related to such
securities, shall be recomputed to reflect the issuance of only the number of shares of
Common Stock (and convertible or exchangeable securities which remain in effect) actually
issued upon the exercise of such options or rights, upon the conversion or exchange of
such securities or upon the exercise of the options or rights related to such securities.

5. The number of shares of Common
Stock deemed issued and the consideration deemed paid therefor pursuantto subsections
4(d)(I)E)(1) and (2) shall be appropriately adjusted to reilect any change, termination or
expiration of the type dascribed in either subsections 4(d){(i)(E)}(3) or (4).

i) "Additional Stock” shall mean any shares of
Common Stock issued (or deemed to have been issued pursuant to subsection 4(d)(iXE))
by this Corporation after the Purchase Date other than

A. Common Stock issued pursuant to a
transaction described in subsection 4(d)(iii) hereof, or

B. shares of Common Stock issuable or
issued to employees of this Corporation directly or pursuant to a stock option plan or




restricted stock plan approved by the Board of Directors of this Corporation at any time
when the total number of shares of Common Stock so issuable or issued (and not
repurchased at cost by the Corporation in connection with the termination of employment)
does not exceed 1,250,000.

iii) In the event the Corporation should at any time
cr from time to time zfter the Purchase Date fix a record date for the effectuation of a split
or subdivision of the outstanding shares of Common Stock or the determination of holders
of Common Stock entitled to receive a dividend or other distribution payable in additional
shares of Common Stock or other securities or rights convertible into, or entitling the holder
thereof to receive directly or indirectly, additional shares of Common Stock (hereinafter
referred to as "Common Stock Equivalents”) without payment of any corsideration by such
holder for the additional shares ~f Common Stock issuable upon conversion or exercise
thereof), then, as of such record date (or the date of such dividend distribution, split or
subdivision if no record date is fixed), the Conversion Price of the Series A Preferred Stock
shall be appropriately decreased so that the humber of shares of Common Stock issuable
on conversion of each share of such series shall be increased in proportion to such
increase of the aggregate of shares of Common Stock outstanding and those issuable with
respect to such Common Stock Equivalents.

iv) If the number of shares of Common Stock
outstanding at any time after the Purchase Date is decreased by a combination of the
outstanding shares of Common Stock, then, following the record date of such combination,
the Conversion Price for the Series A Preferred Stock shall be appropriately increased so
that the number of shares of Common Stock issuable on conversion of each share of such
series shall be decreased in proportion to such decrease in outstanding shares.

e. Other Distributions. In the event this Corporation shall
declare a distribution payable in securities of other persons, assets (excluding cash
dividends) or options or rights not referred to in subsection 4(d)(iii), then, in each such case
for the purpose of this subsection 4(e}, the holders of the Series A Preferred Stock shall
be entitled to a proportionate share of any such distributions as though they were the
holders of the number of shares of Common Stock of the Corporation to which their shares
of Series A Preferred Stock are convertible as of the record date fixed for the determination
of the holders of Common Stock of the Corporation entitied to receive such distribution.

f. Recapitalization. If at any time or fromtime to time there
shall be a recapitalization of the Common Stock (other than a subdivision, combination o7
merger or sale of assets transaction provided for elsewhere in this Section 4 or in
Section 2.b), provision shall be made so that the holders of the Series A Preferred Stock
shall thereafter be entitled to receive upon conversion of the Series A Preferred Stock the
number of shares of stock or other securities or property of the Company or otherwise, to
which a holder of Common Stock deliverable upon conversion would have been entitled
on such recapitalization. In any such case, appropriate adjustment shall be made in the

:
3
3
1

e e g R TR "
IRADEMARK -__ .
REEL: 002081 FRAME: 0390

B SR .-wdrer



application of the provisions of this Section 4 with respect to the rights of the holders of the
Series A Preferred Stock after the recapitalization to the end that the provisions of this
Section 4 (including adjustment of the Conversion Price then in effect and the number of
shares purchasable upon conversion of the Geries A Preferred Stock) shall be applicable
after that event as nearly equivalert as may be practicable.

g. No Impairment. This Corporation shall not, by
amendment of its Articles of Incorporation or through any reorganization, recapitalization,
transfer of assets, consolidation, merger, dissolution, issue or sale of securities or any
other voluntary action, avoid or seek to avoid the observance or performance of any of the
terms to be observed or performed hereunder by this Corporation, but shall at all times in
good faith assist in the carrying out of all the provisions of this Section 4 and in the taking
of ail such actions as may be necessary or appropriate in order to protect the Conversion
Rights of the holders of the Series A Preferred Stock against impairment.

h. No Fractional Shares and Certificate as to Adjustments.

i) No fractional shares shall be issued upon
conversion of the Series A Preferred Stock, and the number of shares of Common Stock
to be issued shall be rounded to the nearest whole share. Whether or not fractional shares
are issuable upon such conversion shall be determined on the basis of the total number
of shares of Series A Preferred Stock the holder is at the time converting into Common
Stock and the number of shares of Common Stock issuable upon such aggregate
conversion.

i) Upon the occurrence of each adjustment or
readjustment of the Conversion Price of Series A Preferred Steck pursuant to this
Section 4, this Corporation, at its expense, shall promptly compute such adjustment or
readjustment in accordance with the terms hereof and prepare and furnish to each holder
of Series A Preferred Stock a certificate setting forth such adjustinent or readjustment and
showing in detail the facts upon which such adjustment or readjustment is based. This
Corporation shall, upon the written request at any time of any holder of Series A Preferred
Stock, furnish or cause to be furnished to such holder a like certificate setting forth (A) such
adjustment and readjustment, (B) the Conversion Price at the time in effect, and (C) the
number of shares of Common Stock and the amount, if any, of the property which at the
time would be received upon the conversion of a share of Series A Preferred Stock.

i Notices of Record Date. In the event of any taking by
this Corporaticn of a record of the holders of any class of securities for the purpose of
determining the holders thereof who are entitled to receive any dividend (other than a cash
dividend) or other distribution, any right to subscribe for, purchase or ctherwise acquire any
shares of stock of any class or any other securities or property, or to receive any other
right, this Corporation shall mail to each holder of Series A Preferred St12k, at least 20
days prior to the date specified therein, 2 notice specifying the date on which any such
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record is to be taken for the purpose of such dividend, distribution or right, and the amount
and character of such dividend, distribution or right, and the amount and character of such
dividend, distribution or right.

j Reservation of Stock Issuable Upon Conversion. This
Corporation shall at all time reserve and keep available out of its authorized but unissued
shares of Common Stock solely for the purpose of effecting the conversion of the shares
of the Series A Preferred Stock such number of its shares of Commion Stock as shall fron
time to time be sufficient to effect the conversion of all outstanding shares of the Series A
Preferred Stock. If at any time the number of authorized but unissued shares of the Series
A Preferred Stock, this Corporation will take such corporate action as may, in the opinion
of its counsel, be necessary to increase its authorized but unissued shares of Common
Stock to such number of shares as shall be sufficient for suci, purposes.

k. Notices. Any notice required by the provisions of this
Section 4 to be given to the holders of shares of Series A Preferred Stock shall be ceemed
given if deposited in the United States mail, postage prep:aid, and addressed to each
holder of record at his address appearing on the bocks of this Corporation.

R

5. Voting Rights and the Election of Directors. The hoider of each
share of Series A Preferred Stock shall have no voting rights at any time.

6. Protective Provisions.
a. So long as shares of Series A Preferred Stock are
outstanding, this Corporation shall not without first obtaining the approval (by vote or

written consent, as provided by law) of the holders of at least a majority of the then
outstanding shares of Series A Preferred Stock:

e R T FPENIY SIS PR CA Y T e TN

i) sell, convey, or otherwise dispose of all or
substantially all of its property or business or merge irto or consolidate with any other
corporation (other than a wholly owned subsidiary corporation) or effect any iransaction or
series of related transactions in which more than 67% of the voting power of this
Corporation changes;

i) alter or change the rights, preferences or
privileges of the shares of Series A Preferred Stock so as to affect adversely the shares,
or take any other action that is detrimental to the interests of the holders of Series A
Preferred Stock (except as specifically contemplated or permitted herein), or

iit) increase the authorized number of shares of
Series A Preferred Stock or issue or sell any shares of Common Stock not outstanding on
the date hereof, other than pursuant to the exercise of stock options granted prior to the

-11-
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date hereof or issued pursuant to a stock option plan adopted or to be adopted and
pursuant to which not more than 1,250,000 shares of Common Stock are subject; or

iv) Create any new class or series of stock or any
other securities convertible into equity securities of the Corporetion having a preference
over, or being on a parity with, the Series A Preferred Stock with respect to voting, ,
dividends or upon liquidation; or N

V) elect to wind up and dissolve, or otherwise
liquidate all of the assets of this Corporation.

b. Notwithstanding subsection 6(a), the grotective
provisions in subsection 6(a) shall not apply from and after the earliest of: (i) the date that
all shares of the Series A Preferred Stock have been redeemed or converted pursuant to
Section 3 or Section 4 hereof; (ii) the date that $4 per share in dividends have been paid
to the holders of the Series A Preferred Stock; or (i) the ccnsummation of 2 Corporate
Transaction or an IPO. In addition, notwithstanding subsection 6(a), the protective {
provisions in subsection 6(a) shall not apply to a Corporate Transaction or an iPO in which s
the holders of Series A Preferred Stock receive or will receive at least $8 per share in cash
or securities (traded on the New York or American Stock Exchianges or Nasdaq, subject
to restrictions such as Rule 144 promulgated under the Securities Act of 1933, and other
reasonable underwriter conditions); provided, however, thatin such Corporate Transaction
or IPO the holders of the Series A Preferred Steck shall be treated on a pari passu basis
with the holders of the Common Stock of this Corporation.

7. Status of Converted or Redeemed Stock. In the event any
shares of Series A Preferred Stock skall be redeemed or converted pursuant to Section 3
or Section 4 hereof, the shares so converted or redeemed shall be canceled 4ad shall not
be issuable by the Corporation. The Articles of Incorporation of this Corporation shall be
appropriately amended to effect the corresponding reduction in the Corporation's
authorized capital stock.

R & A, o AL e eaif T

8. SBA Requirements. Notwithstanding any contrary provisions
herein, the shares of Series A Preferred Stock are subject to adjustments necessary, as
reasonably determined by this Corporation, to maintain this Corporation’s qualification as
a Program Participant based upon the written regulations and requirements of the U.S.
Small Business Administration (the "SBA”) under its so-called Section 8(a) Program.

(C) Common Stock.

1. Dividend Rights. Subject tc ihe prior rights of holders of all
classes of stock at the time outstanding having prior rights as to dividends, the holders of
the Common Stock shall be entitled to receive, when and as declared by the Board of .
Directors, out of any assets of the Corporation legally available therefor, such dividends f '

-12-
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as may be declared from tim2 to time by the Board of Directors; provided however, until
(i) aii shares of the Series A Preferred Stock of the Corporation shall be either redeerned
or converted to Common Stock, or (ii) have been paid dividends in the aggregate of $4 per
share, no cash dividends shall be declared or paid to holders of Common Stock.

2. Liquidation Rights. Upon the liquidation, dissolution or winding
up of this Corporation, the assets of the Corporation shall be distributed as provided in
Section 2 of Division (B) to the holders of Series A Preferred Stock, and any remaining
assets of this Corporztion shall be distributed pro rata among the holders of Common
Stock based on the number of shares of Common Stock held by each.

3. Redemption. Holders of Common Stock have no redemption
rights.

4. Voting Rights. The holder of each share of Common Stock
shai! have tha right to one vote, and shall be entitled tc notice of any shareholders' meeting

in accordance with the bylaws of this Corporation, and shall be entitled to vote upon such
matters and in such manner as may be provided by law.
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1. The foregoing amendment and restatement of the

A A

Arniicles of Incorporation has been duly approved by the Board of Directors

of this Corporation.

RN E ORI AR AN

IV. The foregoing amendment and restatement of the
Articles of Incorporation has been duly approved by the required vote of shareholders in
accordance with Sections 902 and 903 of the California Corporations Code. This
Corporation has two classes of shares outstanding, each of which is entitled to vote with
respect to the foregoing amendments. The number of outstanding shares of each class
is 6,606,000 shares of Common Stock and 750,000 shares of Series A Preferred Stock.

The number of shares voting in favor of the foregoing amendment and restatement of the ?
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Articles of Incorporation exceeded the vote required. The percentage vote required was

more than 50% of each class.

We further declare under penalty of perjury under the laws of the State of
California that the matters set forth in this Certificate are true and correct of our own

knowledge.

Dated: March 25, 1999

PHILLIP H- DAVTS, President

\\4 \\\ PR (,,- - s /Aw.\ (:/Q\.\\ .

VIKRAM S. SIAL, Secretary
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