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XATA CORPORATION

™ ARTICLES OF AMENDMENT —

THIRD AMENDED AND RESTATED ARTICLES OF INCORPORATION.

3

XATA Cbrporétibn (the “Corporation™), a corporation organized and existing under the laws of
the State of Minnesota, hereby certifies as follows: -, -

}. The name of the Corporation is hereby changed to “XRS Corporation™ in accordance with the
name reservation filed on behalf of the Corporation on July 23,2072, ’

2., The Corporation’s Third Amended arid Restated Articles of Incorporation are amended and
restated in their enfirety to read as set forth.in Exhibit A attached hereto, -

3. This amendment and restatement was duly adopted pursuant'to Chaptcr I3'02A of the
Minnescta Statutes.- ' ’ ’

N WITNESS WHEREOF, the-Corporation has caused these Asticles of Amendment to be signed
by its Secretary this 13ih day of August 2012, N

] ;;Pﬁers
Secretary
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XRS CORPORATION
FOURTH AMENDED AND RESTATED ARTICLES OF IN CORPORATION
ARTICLE 1 A
The name of this corporation shall be XRS Corporation (the “Corporation™),

ARTICLE 2 .
The registered office of this Corporation in the State of Minnesota shall be 965 Prairie Center
Drive, Eden Prairie, Minnesota 55344, and the registered agent of this Corporation shall be: none.

ARTICLE 3

A
. 3.1 This Corporation shall have the authonty to 1ssue an aggregate of one hundred million
(100,000,000) shares of Common Stock, $.01-par value per FShare. Such shares shall be designated as this
Corporation’s “Common Stock.”

3.2 This Corporation shall have the authority to issue an aggregate of fifty miltion (50,000,000}
shares of Preferred Stock, which may be issued in one or more series as determined from time to time by
the Board of Directors, The shares of Preferred Stock of any series authorized for issuance by the Board
of Directors shall be senior to the Common Stock with respect to any distribution {as such term is defined
in Section 302A.011, Subd. 10, Minnesota Statutes) if so designated by the Board of Directors. The Board
of Directors is hereby granted the express authority to fix by resolution any other powers, preferences,
rights (including, without limitation, voting rights), qualifications, limitations or restrictions with respect
to any particular series of Preferred Stock.

3.3 There shall be no cumaulative vating by the holders of the Common Stock.

3.4 The shareholders of this Corporation shall have no preemptive rights to subscribe for or
otherwise acquire (i) any new or additional shares of stock of this Carporation of any class whether now
authorized or authorized hereafter, or (i) any options or warrants to purchase, subscribe for or otherwise

. acquite any such new ot additional shares of any class, or any shares, bonds, notes, debentures, or (iii)
other securities convertible into or carrying options or warrants te purchase, subscribe for, or otherwise
acquire any such new or additional shares of any class,

ARTICL

In addition to, and not t;y way of limitation, of, thé powers granted.to the Board of Directors by
Chapter 302A, Minnesota Revised Statutes, the Board of Directors of this Corporation shall have the
following powers and.authority: “

4.1 To fix by resolution any designation, power, preference, right, qualification, limitation or
restriction with respect to the issuance of any series of the preferred Stock of this Corporation aulhonzed
by these Articles of [ncorporation.

4.2 To issuc shares of a class or series to holders of shares of another class or scnes to eﬁ'ec’ruate
share dividends, splits, or conversion of its outstanding shares,

[
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4.3 To fix the terms, provisions and conditions of and to authorize the issuqnce, sale; pledge or
exchange of bonds, debentures, notes, or other evidences of indebtedness of this Corporation,

+ 4.4 To issue autherized securitics of this Corporation and rights te acquire such securities and to
reserve securities of this Corporation for issuance upon exercise of such rights.

4.5 To adopt, amend or repeal all or any of the Bylaws of this Corparation by the vote of a
majority of its members, subject to the power of the sharcholders to adopt, amend or repeat such Bylaws.

4.6 As to any member of the Board of Directors, to give advance written consent or opposition to
a resolution stating an action to be taken by the Board of Directors. If such member is not present at the
meeting at which action is taken upen such resolution, such consent or opposition does not constitute
presence for purposes of determining the existence of a quorum, but shall be counted as a vote in favor of
or against the resolution and shall be entered in the minutes or other record of action taken by the Board
of Directors at the meeting if the resolution acted upon by the Board of Directors at the meeting is
substantially the same or has substantially the same effect as the resolution to which the member of the
Board of Directors has consented or objected.

4.7 To adopt an indemnity plan and to purchase and:maintain insurance for officers, directors,

“employees and agents against liability asserted against thém:and incurred in any such capacity or arising

out of their status as such, and to enter into contracts for indemnification of such persons, to the fullest
extent permissible under the provisions of Chapter 302A, Minnesota Revised Statutes. Except as

expressly provided in Section 302A 251, Subd. 4, Minnesota Revised Statutes, a member of the Board of
Directors of this Corporation shall have no personal liability to this Corporation or to the shareholders for
monetary damages for breach of fiduciary duty as a member of the Board of Directors. Amendment or
repsal of this Section 4.7 shall not adversely affect any right of indemnificatton or limitation of Hability of .
any officer, director, employee or agent with respect to any liability or alleged liability arising out of any
act or omission occurring prior to such amendment or repeal. ) '

4.8 To take any action required or permitted to be taken at a meeting of the Board of Directors by
written action signed by the number of directors that would be required to take same action at a meeting
of the Board of Directors at which all directors were present, including acfion requiring shareholder
approval, provided, that any action taken in writing which requires shareholder approval shall be signed
by all directors.

ARTICLE §

Neither Section 302A.671 of the Minnesota Statutes nor any successor statte thereto shall apply
to, or govern in any manner, the Corporation or any conirol share acquisition of shares of capital stock of
the Corporation or limit in any respect the voting or other rights of any existing or future sharcholder of
the Corporation or entitle the Corporatior or its shareholders to any redemption or other rights with
respect to outstanding capital stock of the Corpora?.ion”rﬂi‘jai%-'};fl-ﬁ'e Carporation or its shareholders would not
have in the absence of Section 302A 671 of the Minnesota Statutes or any sucesssor statute thereto.
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CERTIFICATE OF DESIGNATION
"OF PREFERENCES OF SERIES B PREFERRED STOCK
: OF )
XRS CORPORATION,
tpdration

1, De'signaﬁon.rThe series of Preferred Stock of the Corporation shall be designated as “Series B ‘
Preferred Stock.™

2, Authorized Number. The number of shares constituting the Series B Preferred Stock shall be
Two Million Two Hundred Fifty Thousand (2,250,000) shares. The Board of Directors is authorized to
decrease the number of shares of any series of preferred stock prior or subsequent to the issue of that
series, but not below the number of shares of such series then outstanding. In case the number of shares of
any series shall be so decreased, the shares constituting such decrease shall resume the status which they -
had prior to the adoption of the resolution originally fixing the number of shares of such series.

3. Dividend Rights. The holders of the Series B Preferred Stock shall be entitled to receive, out of
any assets of the Corporation legally available therefor, cumulative dividends at the rate of four percent
(4%) of the Original Issue Price (as defined below) per annum on each outstanding share of Series B
Preferred Stock (the “Preferred Dividend™). Such Preferred Dividend shall be paid semi-annually on the
Jlast business day of May and November of each year in cash or, at the election of holders of at least sixty
percent (60%) of the Series B Preferred Stock then outstanding as of twenty (20) business days prior to
the date of payment, in shares of Series B Preferred Stock. The aggregate number of shares of Series B
Preferred Stock so payable to any holder upon such election to receive dividends in kind shall be equal to
the aggregate amount of such Preferred Dividend payable to such holder divided' by the Conversion Price
(as defined below), with any fractions of a share to be issued rounded to the nearest whole share. The
Board of Directors shall not pay any dividend to the holdeis of any other capital stock of the Corporation,
other than a Senior Preferred Dividend, unless and unﬁ?ﬂ‘ﬁ& paid the Preferred Dividend on the shares
of Series B Preferred Stock to the holders of the Series B Preferred Stock. “Senior Preferred Dividend” as
used in this Certificate of Designation means any dividend paid on any class or series of stock of the
Corporation hereafter authorized that has priority or preference over the Preferred Dividend. In addition,
in the event dividends are paid on any other capital stock of the-Corporation other than Dividend Senjor

. Stock, the Corporation shall pay an additional dividend on all outstanding shares of Series B Preferred

Stock (o an as-if-converted to Common Stock basis) in an amonnt per share equal to the maximum
amount paid or set aside for any such other share of capital stock (on an as-if-converted to Common Stock
basis). “Dividend.Senior Stock™ as used in this Certificate of Designation means any class or series of

-stock of the' Cotporation hereafter authorized that has priority or preference over the Series B Prefarred

Stock with respect to the payment of dividends (other than the Preferred Dividend).

4. Liguidation Preference. °

(A) In the event of any liquidation, dissolution or winding up of the Corporation, whether -
voluntary or involuntary (a “Liquidation Event”), the holders of the Series B Preferred Stock shall be
entitled to receive, after the satisfaction in full of the liquidation preference of holders of any Liquidation

“Senior Stock, prior and in preference to any distribution of any of the assets or surplus funds of the

Corporation to the holders of any Liquidation Junior Stock, and par; passu with the satisfaction of the
liquidation preference of holders of any Liquidation Parity Stock, an amount per share equal to the
Original Issue Price of the Series B Preferred Stock (as adjusted for any stock dividends, combinations or
splits with respect to such shares) plus all accrued or declared but unpaid dividends on each share of
Series B Preferred Stock then held by such holder. If u‘p(‘giﬁhé occurrence of such Liquidation Event, the
remaining assets and funds of the Corporation available for'distribution among the holders of Series B

A-3
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Preferred Stock and the holders of any Liquidation Parity Stock shail be insufficient to permit the
payment to such holders of the full preferential amounts to which they are entitled, then the entire
remaining assets and funds of the Corporation legally available for distribugion to such holders shall be
distributed among such holders in proportion to the full preferential amount each such helder is otherwise
entitled to receive, .

(B) As used in this Certificate of Designation:

(i) “Liquidation Senior Stock” means the Series F Preferred Stock, the Series G Preferred
Stock, and.any other class or series of stack of theiCorporation hereafter authorized that has
priority or preference over the Series B Preferrs ock in the distribution of assets on any
liquidation, dissclution or winding up of the Corporation; :

(if) “Liguidation Junior Stock™ means the Commeon Stock, the Series C Preferred Stock,
the Series D Preferred Stock, and any other class or series of stock of the Corporation hereafier,
authorized with respect to which the Series B Preferred Stock has priority or preference in the
distribution of assets on any liquidation, dissolution or winding up of the Corporation; and

(iif) “Liquidation Parity Stock™ means any class or series of stock of the Corporation
hereafter authorized that ranks equally with the Series B Preferred-Stock in the distribution of
assets on any liquidation, dissofution or winding up of the Corporation. '

(C) Notwithstanding subparagraph (A) abave, solely for purposes of determining the
amount each holder of shares of Series B Preferred Stock is entitled to receive with respect to a
‘Liquidation Event, the holder of shares of Series B Preferred Stock shall be treated as if such holder had
cenverted such holder’s shares of Series B Preferred Stock into shares of Commeon Stock immediately
prior to the closing of the Liquidation Event if it is determined that, as a result of an actual conversion of
such Series B Preferred Stock (including taking inte account the operation of this subparagraph (C)), each
holder of Series B Preferred Stock would receive (with respect to the shares Series B Preferred Stock), in
the aggregate, an amount greater than the amount that would be distributed to holders of Serics B
Preferred Stock (with respect to the shares of Series B Preferred Stock) if such holders had not converted
such Series B Preferred Stock into shares of Common Stock. If holders of any Series B Preferred Stock
are treated as if they had converted shares of Series B Bréferred Stock inta Coamon Stock pursuant to
this paragraph, then such holders shall not be entitléd to 858ive any distribution pursuant to Section 4(A)
that would otherwise be made to such holders.

(D) For purposes of this Section 4, unless walved in writing by holders of a majority of
the outstanding shares of either the Series B Preferred Stock or any class or series of Liquidation Senior
Stock with respect ta the Series B Preferred Stock, 2 Change in Contral shall be deemed to be a
Liquidation Event and shall entitle the holders of Serics B Preferred Stock to receive proceeds from such
Liquidation Event (including payments at closing, and at each date after the closing on which additional
ameounts are paid to stockholders of the Corporation as a result of the Liquidation Event) in cash,
securities or other property (valued as provided in Section 4(E) below) in the amount specified in this
Section 4. Unless waived in writing by holders of 2 majority of the cutstanding shares of either the
Series B Preferred Stock or any class or series of Liquidation Senjor Stock with respect to the Series B
Preferred Stock, a “Change in Control” shall be deemed to occur if any of the following occur: (i) any
“person” or “group” {each as defined in the Securities Exchange Act of 1934, as amended (the “Exchange
Agt”)) acquires or becomes a “beneficial owner” (as defined in Rule 13d-3 or any successor rule under
" the Exchange Act), directly or indirectly, of securities of the Corporation representing more than 50% of
the combined voting power of the Corporation®s then outstanding securities entitled to vote generally in
the election of directors (*Voting Securities™); (ii) a reorganization, merger or consolidation of the

»
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' Corporation or a statutory exchange of outstanding Voting Securities of the Corporation, unless,

immediately following such reorganization, merger, consolidation or exchange, all or substantially all of
the persons wha were the beneficial owners of Voting Securities of the Corporation immediately prior to
such reorganization, merger, conselidation or exchange beneficially own, directly or indirectly, more than

.50% of the combined voting power of the then outstanding voting securities entitled to vote generally in

the election of directors of the corporation resulting from such reorganization, merger, consolidation or
exchange in substantially the same proportions as their ownership, immediately prior to such
reorganization, merger, consolidation or exchange, of the Voting Securities of the Corporation; or (i
(x) a complets liquidation or dissolution of the Corporation or {y) the sale or other disposition, directly or
indirectly, of ali or substantially all of the assets of the Corporation, in.one or a series of transactions.

(E) Whenever the distribution provided for in this Section 4 shall be payable in securities
or property other than cash, the value of such distribution shall be as follows: . ’

{i) Securities not subject o investment letter or other similar restrictions on free
marketability: : :

. {A) If traded on a securities excﬁ%ﬁﬁe (which shall include the Nasdagq Stock "
Market), the value shall be deemed to be the average of the closing prices of the
securities on such exchange over the 30-day period ending three (3) days prior to the
closing;

(B) If raded over-the-counter, the value shall be deemed to be the average of the
closing bid or sale prices (whichever are applicable) over the 30-day period ending three
(3) days prior to the closing; and

C)If there'is no public market, the value shall be the fair market value thereof,

.  as determined in good faith by the Board of Directors of the Corporation,

{ii) The msthod of valuation of securities subject to investment letter or other restrictions
on free marketability (other than restrictions arising solely by virtue of a stockholder’s status as
an affiliate or former affiliate) shall be to make an appropriate discount from the market value
determined as above in (i)(A), (B or (C) to reflect the approximate fair market value thereof, as
determined in good faith by the Board of Directors of the Corporation.

5. Redemption. In accordance with this Section 5, the Series B Preferred Stock shall be
redeemable by paying in cash in exchange for each share of Series B Preferred Stock a sum equal to the
Original Issue Price (as adjusted for any stock dividends, ca‘mbinations, splits, recapitalizations and the
like after the first issuance of shares of Series B PreferredStock), plus accrued and unpaid dividends with
respect to such share (the “Redemption Price”). The totalaimount to be paid for the shares of the

. redeemed Series B Preferred Stock is hereinafter referred 16 as the “Total Redemption Price.”

(A) Election to Redeem Series B Preferred Stock. The Series B Preferred Stock may be

redeemed it any of the following ways:

(1) Optional Redemption by the Corporation. The Corporation shall have the right, in its
sole discretion, to redeem all {but not less than all) of the cutstanding Serfes B Preferred Stock at
any time after-the date five (5) years after the-first issuance of shares of Series B Preferred Stock
(the “Maturity Date”), provided that the Optional Redemption Conditions (as defined below)
shall have-been met, The Corporation shall deliver a notice of the Corporation’s intention to
redeem the outstanding shares of Series B Preferred Stock (the “Optional Redemption Notice™)
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on a date, not earlier than the Maturity Date (the,:‘g)p’gional ii,edemption Date™); provided,
however, that such Optional Redemption Notice s}izll not be given less than sixty {60) days, nor
more than ninety (90) days, prior to the Optional R’e"demption Date. In addition to specifying the
Optional Redemption Date, the Optiotal Redemption Notice shall specify the place at which such
holders may obtain payment of their respective portions of the Total Redemption Price (as
defined below) upon surrender of their share certificates, and shall contair a certification by the
Chief Executive Officer or Chief Financial Officer of the Corporation stating that the
Corporation’s Common Stock price has traded on a securities exchange {which shall include the
Nasdaq Stock Market) with a closing price of at least three times (3x) the then sffective
Conversion Price on each of the seventy (70) consecutive trading days immediately preceding the -
date the Optional Redemption Notice is delivered. The Corporation shall effect such redemption
on the Optienal Redemption Date by paying the Redemption Price in exchange for each share of
Series B Preferred Stock. Notwithstanding the forégoing, the Corporation shall only be permitted
to effect an optional redemption of the Preferred Stock inder this Section 5(AX() if the following
conditions (the “Optional Redemption Conditions®) shall have been met: (w) the Corporation’s
Common Stock price shall have traded cn a securities exchange {which shall include the Nasdaq
Stock Market} with a closing price of at least three times (3x) the then effective Conversion Price
on each of the seventy (70) consscutive trading days immediately preceding the date the Optional
Redemption Notice is delivered, (x) the Corporation’s Common Stock price shall have traded on
a securities exchange (which shall inciude the Nasdaq Stock Market) with a closing price of at
least three times (3x) the then effective Conversion Price on each of the twenty (20) consecutive
trading days immediately preceding the Optional Redemption Date, (y) either (1) a registration
statement shall then be in effect under the Securitics Act 0fi1933, as amended (the “Securities
Act™), with respect to all shares of Common 'S;p?ﬁjg;;uable oh conversion.of the Series B
Preferred Stock then outstanding, and all such shiargs'of Common Stock shall then be saleable
into the public market by the holders therefor pursuant to such registration statement and without
any other restriction under applicable securities laws (other than notice requirements and volume
limitations provided under Rule 144 of the Securities Act, if applicable due to status as an
affiliate of the Corporation) or (2) aHl shares of outstanding Series B Preferred Stock (and shares
of Common Stock issued or issuable upon conversion of such Series B Preferred Stock) can be
sold without compliance with the registration requirements of the Securities Act pursuant to Rule
144(k) under the Securities Act and an opinion of legal counsel to the Corporation delivered to
such holders of Series B Preferred Stock to such effect; and (z) the Corporation has sufficient
funds legally available to redeem al] shares to be redeemed at the Optional Redemption Date.
Notwithstanding the above, any holder of Series B Preferred Stock may convert such shares into
Comimon Stock pursuant to Section 6{(A) prior to the date immediately preceding the Opticnal -
Redemption Date. - .

(ii) At the Request of the Holders:

(1) The holders of sixty percent (60%) of the Series B Preferred Stock may, by
written notice to the Corporation (the “Election Notice), require the Corporation to
redeem the outstanding shares of Series B Preferred Stock at any time following the first
to occur of: (a) the Maturity Date (as defined in Section 5(A)(1)), (b} the delivery of an

.Acceleration Event Notice (as defined below) or {c) a Change in Control (unless waived
in accordance with Section 4(D)). Any sueh Election Notice shall specify a date upon

fy

which such redemption shall oceur (thé—?ﬁ&ggempﬁon Date™); provided, howaver, that it
-the redemption is related to the passing S itie Maturity Date or a Change in Control, then
(i) the Election Notice shall be given not less than sixty (60) days nor more than ninety |

(80) days prior to the requested Redemption Date, and (ii) at least thirty (30) days but not

more than sixty (60) days prior to the Redemption Date the Corporation shall'send a

A6

TRADEMARK
REEL: 004882 FRAME: 0604



i notice (a “Redemption Notice”) to all holders of Series B Preferred Stock setting forth

»o . (A) the Redemption Date, (B) the Redemption Price for the shares of Series B Preferred

: Stock to be redeemed, and (C) the place at which such holders may obtain payment of
their respective portions of the Total Redemption Price upon surrender of their share
certificates. If redemption is being sought in connection with an Acceleration Event, the
Corporation shall set the Redemption Date on a date as soon as practicabls following the
occurrence of the Acceleration Event, and shall send the Redemption Notice to all

. holders of Series B Preferred Stock as far as practicable in advance of the Redemption

Date. The Corporation shall effect such redemption on the Redemption Date by paying
the Redemption Price in exchange for-é'é‘. are of Series B Preferred Stock.

(2) Notwithstanding the foregoing, the Corporation may decline to redeem any or
all of the Series B Preferred Stock (provided that any redemption in part shall be pro rata
across holders) and in such case, the Preferred Dividend deseribed in Section 3 shall
increase from four percent (4%) per annum o ten percent (10%) per annum and shalt be
compounded semi-annually from the date of the Election Notice, i

(3) Notwithstanding the above, any holder of Series B Preferred Stock may
convert such shares into Common Stock pursuant to Section 6(A) prior to the date

immediately preceding the Redemption Date. -

{4) For purposes of this Section 5(A)(ii), an “Acceleration Event” shall consist of
: (i) any judgment against the Corporation in excess of $10,000,000 unless such judgment
| is stayed within sixty (60) days of the date of such judgment; (if) any event of default
: under any indebtedness of the Corporation that causes $10,000,000 or more of such
s indebtedness to accelerate; or (iii) an event of bankruptcy, an assignment for the bencfit
of creditors or similar event. The Corporation shall, on the date an Acceleration Event
. occurs, or as soon as reasonably practicable thereafter (but in no event later than five
i (5) days following the date of an Acceleration Event), provide a writfen notice to all
: holders of Series B Preferred Stock with a description of the facts giving rise to the
X Acceleration Event (the “Acceleration Event Notice”). -

n

‘ (B) Method of Redemption.

(1) On or prior to the Redemption Date or Optional Redemption Date, as applicable, the
Carporation shall deposit the Total Redemption Price of the shares to be redeemed with a bank or
: trust company having aggregate capital and surplus in excess of $100,000,000, as 2 trust fund (an
: “Eligible Institution”), with irrevocable instructions and authority to the Eligible Institution to

: pay, on and after the Redemption Date or Optional Redemption Date, as applicable, the
a Redemption Price of the shares to their respective holders upon the surrender of their share
certificates. Any money deposited by the Corporation pursuant to this Section 5(B) for the
redemption of shares thereafter converted into shares of Common Stock pursuant to Section 6
hereof prior to the Redemption Date or Optional Redemption Date, as applicable, shall be
returned to the Corporation forthwith upen such conversion. The balance of any funds deposited
by the Corporation pursuant to this Section 5(B) remaining unclaimed at the expiration of one
(1) year following the Redemption Date or Optional Redemption Date, as applicable, shall be
returned to the Corporation promptly upon its written request, and each holder of Series B
Preferred Stock shall thereafter look only to the Corporation for payment of the-Redemption -
Price. :
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(ii) Each holder of shares of Series B Preferred Stock to be redeemed shall surrender such
holder’s certificates representing such shares to the Corporation in the manner and at the place
.designated in the Redemption Notice or Optional Redemption Notice, as applicable, and.
thercupon the Redemption Price of such shares shall be payable to the order of the person whose
name appears on such cettificate or certificates as the owner thereof and each surrendered
cettificate shall be canceled, From and after the Redemption Date or Optional Redemption Date,
as applicable, unless there shall have been a default in payment of the Redemption Price or the '
Corporation is unable to pay the Tota] Redemption Price, all rights of the holder of such shares as
holder of Series B Preferred Stock (except the right to receive the Redemption Price per share
without interest upon surrender of their certificates), shall cease and terminate with respect to
such shares; provided that in the event that any shares of Series B Preferred Stock are not
redeemed due to 2 default in payment by the Corporation, due to the election by the Corporation
not to effect the redemption, pursuant to Section 5(A)(ii)(2), or because the Corporation does not

+ have sufficient legally available funds, such shares of Series B Preferred Stock shall remain

outstanding and shall be entitled to all of the rights and preferences provided herein until.
redeemed or converted. :

W

(C) Limitation on Redemption. Notwith : :fc?ing anything herein to the contrary, the
Corporation shall not redeem any shares of Series B Preferred Stock unless either (i} no shares of
Liquidation Senior Stock remain outstanding, or (ii) all shares of Liquidation Senior Stock are redeemed

prior to or simultaneously with such shares of Series B Preferred Stock.

6. Conversion. The holders of Serics B Preferred Stock shall have conversion rights as follows
(the “Conversion Rights™): :

: (A) Right to Convert. Each share of Series B Preferred Stock shall be convertible inta
such number of fully paid and nonassessable shares of Common Stock as is determined by dividing the
Original Issue Price of such Seties B Preferred Stock by the Conversion Price at the time in effect for
shares of Serics B Preferred Stock. The “Original Issug Price” per share of Series B Preferred Stock is

. $2.54. The “Conversion Price™ per share of Series B Preferred Stock initially shall be $2.54, subject to

adjustment from time to time as provided below,

. *  (B)Mechanics of Conversion. Before any holder of Series B Preferred Stock shall be
entitled to convert the same into shares of Common Stock, the holder shall surrender the certificate or
certificates therefor, duly endorsed, at the office of this Corporation or of any transfer agent for the
Series B Preferred Stock, and shall give written notice by confirmed facsimile or by mail, postage
prepaid; to this Corporation at its principal corporate office, of the election to convert the same and shall
state therein the name or names in which the certificate or certificates fof shares of Common Stock (or
uncertificated shares of Common Stock represented by book-entry) are to be-issued. This Corporation
shall, as soon as practicable thereafter, issue and deliver tosthe address of recard of such holder of
Series B Preferred Stock (or such other address as the holdéf shall designate in writing in the notice to the'
Corporation of the eleetion to cenvert), or to the nominee or nominees of such holder, a certificate or
certificates for the number of stiares of Common Stock, or evidence of shares issued in book-entry form
representing the number of shares of Commeon Stock, to which such holder shall be entifled 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 Series B Preferred Stock to be converted, and the person or persons entitied
to receive the shares of Commion 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.

{(C) Adiustments to Conversion Rafio for Stock Dividends and for Combinations or

Subdivisions of Common Stock. In the event that this Corporation at any time or from tme to fime after
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the initial issue date of the Series B Préferred Stock shall declare of.pay, without consideration, any
dividend on the Common Stock payable in Common St & or in any Tight to-acquire Commeon Stock for
no consideration, or shall effect a subdivision of the ofitstaliding shares of Common Stock into a greater
number of shares of Common Stock (by stock split, reclassification or otherwise than by payment of a

* dividend in Common Stock or in any right to acquire Common Stock), or in the event the outstanding
shares of Common Stock shall be combined or consolidated, by reclassification or otherwise, into a lesser
number of shares of Common Stock, then the Conversion Price per share of Series B Preferred Stock then
in effect shall be proportionately decreased or increased, as appropriate; provided that the Corporation
shall take no suth action with respect to the Common Stock unless the Cerporation shall simultaneously
reserve out of authorized, unissued and unreserved shares of Common Stock a sufficient number of shares .
of Common Stock to be available for full conversion of the Series B Preferred Stock at the new

“Conversion Price. In the event that this Corporation shall declare or pay, without consideration, any

dividend on the Common Stock payable in any tight to acquire Common Stock for no consideration then
the Corporation shall be deemed to have made a dividend payable in Common Stack in an amount of
shares equal to the maximum number of shares issuable upon exercise of such rights to acquire Common
Stock. . :

(D) Adjustments for Reclassification and Reorganization. If the Common Stock issuable
+ upon conversion of the Series B Preferred Stock shall be changed into the same or 2 different number of
shares of any other class or classes of stock, whether by capital reorganization, reclassification or
otherwise {cther than a subdivision or combination of shares provided for in Section 6(C) above or a
Change in Contro! that is treated as a Liquidation Evént under Section 4 above), the number of shares of
such other class or classes of stock into which the Series B Preferred Stock shall be convertible shall,
concurrently with the effectiveness of such reorganization or reclasiification, be proportionately adjusted

so that the Series B Preferred Stock shall be convertible uifoism Tieu of thé rumber of shares of Common

Stock which the hotders would otherwise have been entifledtto receive, a number of shares of such other
class or classes of stock equivalent to the number of shares of Commeon Stock that would have been
subject to receipt by the holders upon conversion of the Series B Preferred Stock immediately before that
change; provided that the Corporation shall take no such action with respect to the Common Stock unless
‘the Corporation shall simultaneously reserve out of authorized, unissued and unreserved shares of the
other class or classes of stock into which such Commen Stock has changed a sufficient mumber of shares

of stock of such class or classes to be available for full conversion of the Series' B Preferred Stock.

(E) Rights Qfferings. In the event the Corporation shall grant or shall have granied as of
the date of the filing of this Certificate of Designation any rights to subscribe for, or any rights or options
‘to purchase, Common Stock or any stock or other securities convertible into or exchangeable for
Common Stock (such convertible or exchangeable stock or securities being herein called “Convertible
Securities”), whether or not such rights or options ot the right to convert or exchange any such
Convertible Securities are immediately exercisable, which rights or options do not result in any-
adjustment to the number of shares of Common Stock or other classes of stock into which the Series B
Preferred Stock can be converted under either Section 6(C) or Section 6(D) above, then the Corporation
shall distribute such rights or options to the halders of Series B Preferred Stock as though they were
holders, at the time of such distribuiion, of that number of shares of Common Stock inte which the shares
of Series B Preferred Stock held by each holder could then be converted.

(F) Ne Impairment: This Corporation will not, by amendment of its certificate or through
any reorganization, recapitalization, transfer of assets,,gdnﬁplidaﬁon,’merger, dissolution, issue or sale of
securities or any other voluntary action, avoid or seek 't'“oeeu*/:éfi'd the observance or performance of any of
the terms to be observed or performed hereunder by this Corporation, but will at all times in good faith
assist in the carrying out of all the provisions of this Section 6 and in the taking of all such action as may
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‘be necessary or appropriate in order to protect the conversion rights 6f the holders of the Series B
Preferred Stock against impairment.

{G) No Fractional Shares and Certificate as 0 Adjustments,

(i} No fractional shares shall be issued upon conversion of the Series B Preferred Stock,
and the number of shares of Common Stock to be issued shall be rounded to the rearest whole
share. Whether or not fractional shares are issuablg-upon suth conversion shall be determined on
the basis of the total number of shares of Series BiRieferted Stock the holder is at the time
converting into Common Stock and the nurmber of shares of Common Stock issuable upon such
aggregate conversion. -

(ii) Upon the occurrence of each adjustment or readjustment of the number of shares of
Common Stock into which the Series B Preferred Stack can be converted pursuant to this
Section 6, this Corporation, af its expense, shall promptly compute such adjustment or
readjustment in accordance with the terms hereof and prepare and furnish to each holder of
Series B Preferred Stock a certificate setting forth such adjustment or readjustment and showing
in detail the facts upon which such adjustment or readjustment is based, This Corporation shall,
upon the written request at any time of any holder of Series B Preferred Stock, furnish or cause to
be furnished to such holder'a like certificate setting forth (A) such adjustment and readjustment,
{B) the Conversion Price per share of Series B Preferred Stock at the time in effect, and (C) the
number of shares of Common Stock and the ameunt, if any, of other property which at the time
would be received upon the conversion of the Serfes B Praferred Stock.

(H) Notice of Record Date. In the event of any taking by this Corporation of a record of
the holders of any class of securities for the purpose of determining the holders thereof who are entitled io
receive any dividend (other than a cash-dividend) or other distribution, any right to subscribe for,

* purchase or otherwise acquire any shares of stock of any class or any other securities or property, ar to
receive any other right, this Corporation shall mail to each holder of Series B Preferred Stock, at least
twenty (20) days prior to the date specified therein, a notice specifying the date on which any such record
is to be taken for the purpose of such dividend, distribg\jcisc} or right, and the amount and character of such
dividend, distribution or right. R

(L) Reservation of Stock Issuable upon Conversion. This Corporation shall at all times
reserve and keep available out of its authorized but unissued shares of Common Stock (or other security
into which the Common Stock shall have been changed) solely for the purpose of effecting the conversion
of the Series B Preferred Stock such number of its shares of Common Stock (or other security) as shall
from time to time be sufficient fo effect the conversion of all outstanding shares of the Series B Preferred
Stock; and if at any time the number of autherized but unissued shares of Common Stock (or other
security) shall not be sufficient to effect the conversion of all the then outstanding Series B Preferred
Stock, in addition to such other remedies as shall be available to the holder of such Series B 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 (or other security) to such number of
. shares as shall be sufficient for such purposes.

(7} Notices. Any notice réquired by the provisions of this Section 6 to be given to the
holders of Seties B Preferred Stock shall be deemed given if deposited in the United States mail, postage
prepaid, and addressed to each holder of record at the holder’s address appearing on the books of this
Corpaoration. .
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7. Yoting Rights. Except as otherwise provided herein or by taw, each holder of shares of
Series B Preferred Stock shall be entitled to vote with the holders of Common Stock on an as-converted
basis as a single class with such shares of Common Stock and such other shares of capital stock that vote
with shares of Common Stock on all matters presented for stockholder vote and shall be entitled to notice
of any stockholder’s meeting in accordance with the Bylaws of the Corporation. Fractional votes shall
riot, however, be permitted and any fractional voting rights resulting from the conversion of Series B
Preferred Stock into Commeon Stock (in the case of each holder, after aggregating all fractional shares
held by such holder into the maximum number of whole shares) shall be rounded to the nearest whole
number (with one-half being rounded upward).

. 8. Right to Nominate and Elect Directors. Notwithstanding anything to the contrary in the
foregoing provisions, for so long as at least 325,000 shares of Series B Preferred Stock remain
outsianding (subject to adjustment for any stock split, reverse stock split-or similar event affecting the
Series B Préferred Stock afier the filing date hereof) the holders of 4 majority of the cutstanding shares of
Series B Preferred Stock, voting as a separate class, shall:fe;entitled to nominate and elect two -

(2) members of the Board of Directors of the Corporatioffafieach meeting or pursuant to each consent of
the Corporation’s stockholders for the election of directors, and to remove from office such directors and
to fill any vacancy cansed by the resignation, death or removal of such directors. In the event that the
Board of Directors of the Corporation consists of seven (7) or fewer members, then one of the two
nominees of the holders must be a person not affiliated with the holders who is acceptable (in the exercise
of reasonable discretion) to the members of the Board of Directors.

9. Status of Converted or Redeemed Stack. In the event any Series B Preferred Stock shall be
converted pursuant to Section 6 hereof, redeemed pursuant 1o Section 5 hereof, or returned to the
Corporation in exchange for any other capital stock of the Corporation, the shares so converted, redeemed
or exchanged shall be promptly cancelled after the conversion, redemption or exchange thereof. All such
shares shall upon their cancellation, redemption or cxchange become authorized but unissued shares of
Preferred Stock and may be released as part of a new series of Preferred Stock to be created by resoiution
or resolutions of the Boa.rd of Directors, subject to the conditions and restrictions on issuance set forth
herein.
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CERTIFICATE OF DESIGNATION
OF PREFERENCES OF SERIES C PREFERRED STOCK
OF
XRS CORPORATION,
a Minnesota Corporation

. Designation. The seriss of Preferred Stock of the Corporation shall be dcsn gnated as “Series C
Preferred Stock.” A

2. Autirorized Number. The number of shares constituting the Series C Preferred Stock shall be
OneMillion Four Hundred Thousand (1,400,000) shares. The Roard of Directors is authorized to
decrease the number of shares ¢f any series of preferred stock prior or subsequent to the issue of that
series, but not below the number of shares of such series then outstanding. [n case the number of shares of
. any series shall be so decreased, the shares constituting such decrease shall resume the status which they
i had prior to the adoption of the resolution originally fixing the number of shares of such series. -

" 3. Dividend Riphts. In the event dividends (other than the “Preferred Dividend™ as defined in
Section 3 of the Corporation’s Certificate of Designation of Preferences of Series B Preferred Stock) are
paid on any other capital stock of the Corperation other than Dividend Senicr Stock, the Corporation shall
pay a dividend on all outstanding shares of Series C Preferred Stock (on an as-if-converted to Common
Stock basis) in an amount per share equal to the maximum amount paid or set aside for any such other
share of capital stock (on an as-if~converted to Commen:Stock basis). “Dividend Senior Stock” as used in
this Certificate of Designation means any class or series Stock of the Corporation hereafter autherized

‘that has priority or preferencc over the Series C Preferred Stock with respect to the payment of dividends.

4, Liquidation Preference.

(A) In the event of any liquidation, dissclution or winding up of the Corporation, whether
voluntary or mvoluntary {a “Liquidation Event), the holders of the Series C Preferred Stock shall be
; entitled to receive, after the satisfaction in full of the liquidation preference of holders of any Liquidation
: Senior Stock, prior and in preference to any distribution of any of the assets or surplus funds of the
: Corporation to the holders of any Liquidation Junicr Stock, and pari passk with the satisfaction of the
liquidation preference of holders of any Liquidation Parity Stock, an amount per share equal to the
] Orlgmai Issue Price of the Series C Proferred Stock (as adjusted for any stock dividends, combinations or
" splits with respect to such shares) plus all acerued or declared but unpaid dividends on each share of
- Series C Preferred Stock then heid by such holder. If upen the oceurrence of such Liquidation Event, the
remaining assets and funds of the Corporation available for distribution among the holders of Series C
Preferred Stock and the holders of any Liquidation Parity Stock shall be insufficient to permit the
payment to such holders of the full preferential amounts to which they are entitled, then the entire
remaining assets and funds of the Corporation legally available fer distribution to such holders shall be
i _ distributed ameng such holders in proportion to the full preferential amount each such holder is otherwise
[ © entitled to recejve.

(B) As used in this Certificate of Designation:

(i) “Liquidation Senior Stock” means thé'StYies B Preferred Stock, the Series F Preferred
Stock, the Series G Preferred Stock, and any other class or series of stock of the Corporation
hereafter authorized that has priority or preference over the Series C Preferred Stock in the
distribution of assets on any liquidation, dissolution or winding up of the Corporation;
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{it) “Liquidation Juniof Stock” means the Common Stock, the Series D Preferred Stock,
and any other class or series of stock of the Corpotation hereafter authorized with respect to
which the Series C Preferred Stock has priority or preference in the distribution of assets on any
liquidation, disselution or winding up of the Corporation; and

(iif) “Liquidation Parity Stock” means any class or series of s%ock of the Corporation
. hereafter-authorized that ranks equally with the Series C Preferred Stock in the distribution of

assets on any liquidation, dissolution or winding} of the Corporation,

. (€) Notwithstanding subparagraph (A) above, salely for purposes of determining the
amount each holder of shares of Series C Preferred Stock is entitled to receive with respectto a
Liquidation Event, the holder of shares of Series C Preferred Stock shall be treated as if such holder had
converted such helder's shares of Series C Preferred Stock into shares of Common Stock immediately
prior to the closing of the Liquidation Event if it is determined that, as a result of an actual conversion of
such Series C Preferred Stock (including taking into account the operation of this subparagraph (C)), each
holder of Series C Preferred Stock would receive (with respect to the shares Series C Preferred Stock), in
the aggregate, an amount greater than the amount that would be distributed to holders of Series C
Preferred Stock (with respect to the shares of Series C Preferred Stock) if such holders had not converted
such Series C Preferred Stock into shares of Common Stock. 11 holders of any Series C Preferred Stock
are treated as if they had converted shares of Series C Preferred Stock inte Common Stock pursuant to
this paragraph, then such holders shall not be entitled to receive any distribution pursuant to Section 4(A)

that would otherwise be made to such holders.

(D) For purposes of this Seclion 4, unless waived in writing by holders of 2 majority of
the outstanding shares of either the Series C Preferred Stock or any class or serjes of Liquidation Senior
Stock with respect to the Series C Preferred Stock, a Changs in Control shall be deeined to be a
Liquidation Event and shall entitle the holders of Series C Preferred Stock to receive proceeds from such
Liquidation Event (inctuding payments at closing, and at each date after the closing on which additional
amounts are paid to stockholders of the Corporation as a result of the Liquidation Event) in cash,
securities or other property (valued as provided in Sectid‘_’rﬁ._",ét(ﬁ) befow) in the amount specified in this
Section 4, Unless waived in writing by holders of a majétitjof the outstanding shares of either the
Series C Preferred Stock or any class or series of Liquidation Senior Stock with respect to the Series C
Preferred Stock, a “Change in Control™ shall be deemed to occur if any of the following occur; (i) any
“person” or “group” (each as defined in the Securities Exchange Act of 1934, as amended (the “Exchange
Act™)) acquires or becomes a “beneficial owner” (as defined in Rule 13d-3 or any successor rule under
the Exchange Act), directly or indirectly, of securities of the Corporation representing more than 50% of
the combined voting power of the Corporation’s then outstanding securities entitled to vote generally in
the clection of directors (“Voting Securities); (ii) a reorganization, merger or consolidation of the
Corporation or a statutory exchange of outstanding Voting Securities of the Cotporation, unless,
immediately following such reorganization, merger, consolidation or exchange, all or substantially all of
the persons who were the beneficial owners of Voting Securities of the Corporation immediately prior to
such recrganization, merger, consolidation or exchange beneficially own, directly or indirectly, more than
50% of the combined voting power of the then outstanding voting securities entitled to vote generally in
the election of directots of the corporation resulting from such reorganization, merger, consofidation or
exchange in substantially the same proportions as their ownership, immedtately prior to such

Jeotganization, merger, consolidation or exchange, of the Voting Securities of the Corporation; or (iii)

(x) a complete liquidation or dissolution of the Corporation or (y) the sale or other disposition, directly or
indirectly, of all or substantially all of the assets of the Corporation, in cne or a series of transactions.

(E) Whenever the distributior. provided for in this Section 4 shall be payable in securities
or property other than cash, the vaiue of such distribution shall be as follows:
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(i) Securities not subject to investment letter or other similar restrictions on free
marketability: .

{A) If traded on a securities exchange {which shall include the Nasdaq Stock
Market), the value shall be deemed to be the average of the closing prices of the
- securities on such exchange over the 30-day period ending three (3) days prior to the
closing;

(B) If traded ovcr-the~countcr, the value shall be deemed to be the average of the
closing bid or sale prices (whichever are applicable) over the 30-day period ending three
(3) days prior to the closing; and

(C) If there is no public market, the value shall be the fair market value thereof,
as determined in good faith by the Board if Directors of the Corporation,

(i) The method of valuation of securities's bject to investment letter or other restrictions
- an free marketability (other than restrictions arising solely by virtue of a stockholder’s status as
an affiliate or former affiliate) shall be to make an appropriate discount from the market value
determined as above in (()(A), (B) or (C) to reflect the approximate fair market value thercof, as
determined in good faith by the Board of Directors of the Corporation,

5. Redemption. In accordance with this Section 3, the Series C Preferred Stock shall be
redeemable by paying in cash in exchange for each share of Series C Preferred Stock a sum equal fo the
Original Issue Price (as adjusted for any stock dividends, combinations, splits, recapitalizations and the
like after the first issuance of shares of Series C Preferred Stock), plus acerued and unpaid dividends with
respect to such share (the “Redemption Price”). The total amount to be paid for the shares of the ’
redeemed Series C Preferred Stock is hereinafter referred to as the “Total Redemption. Price.” '

(A) Election to Redeem Series C Preferred Stock. The Series C Preferred Stock may be

.redeemed in any of the following ways:

(i) Optional Redemption by the Corporation. The Corporation shall have thc right, in its
sole discretion, to redeen all (but not less than all) of the outstanding Series C Preferred Stock at
any time afer the date five (5) years after the first issuance of shares of Series C Preferred Stock
(the “Maturity Date”), provided that the Optional Redemption Conditions (as defined below)
shall have been met. The Corporation shall deliver:a notice.of the Corporation’s intention to
redeem the outstanding shares of Series C Preferred.Stock (the “Optional Redemption Notice™)
on a date, not earlier than the Maturity Date (the “Optional Redemption Date™); provided,
however, that such Optional Redemptlon Notice shall not be given less than sixty (60) days, nor
more than ninety (90) days, prior to the Optional Redemption Date, In addition to specifying the
Optiorial Redemption Date, the Optional Redemption Notice shall specify the place at which such-
holders may obtain payment of their respective portions of the Total Redemption Price (as
defined below) upon surrender of their share certificates, and shall contain a certification by the
Chief Executive Officer or Chief Financial Officer of the Corporation stating that the
Corporatwn s Commeon Stock price has traded on a securities exchange (which shall include the
Nasdaq Stock Market) with a closing price of at least three times (3x) the then effective
Conversion Price on gach of the seventy {70) consecutive trading days immediately preceding the
date the Optional Redemption Notice is delivered. The Corporation shall effect such rederaption
on the Optional Redemption Date by paying the Redemption Price in exchange for each share of
Series C Preferred Stock. Notwithstanding the foregoing, the Corporation shall only be permitted
_to effect an optional redemption of the Preferred Stock under this Section S(A)(i) if the following
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conditions (the “Optional Redemption Conditions™)shall have been met: (w) the Corporation’s
Commeon Stock price shall have traded on a secutitiss exchange (which shall include the Nasdaq
Stock Market) with a closing price of at least three times (3x) the then effective Conversion Price
on each of the seventy (70) consecutive trading days immediately preceding the date the Optional
Redemption Notice is delivered, (x) the Corporation’s Common Stock price shall have traded on
a securities exchange (which shall include the Nasdaq Stock Market) with a closing price of at
least three times (3x) the then effective Conversion Price on each of the twenty. (20) consecutive
trading days immediately preceding the Optional Redemption Date, (y) either (1) a registration
statement shall then be in effect under the Securities Act of 1933, 2s amended (the “Securitics
Act”), with respect to all shares of Common Stock issuable on conversion of the Series C
Preferred Stock then outstanding, and all such shares of Common Stock shall then be saleable
into the public arket by the holders therefor pursuant to such registration statemient and without
any other restriction under applicable securities laws (other than notice requirements and volume
limitations provided under Rule 144 of the Securities Act, if applicable due to status as an
affiliate of the-Corporation) or (2) all shares of outstanding Series C Preferred Stock (and shares
of Common Stock issued or issuable upon conversion of such Series C Preferred. Stock) can be
sold without compliance with the registration requirements of the Securities Act pursuant to Rule
144(k) under the Securities Act and an opinion of legal counsel to the Corporation delivered to
such holders of Series C Preferred Stock to such effect; and (z) the Corporation has sufficient:
funds legally available to redeem all shares to be redeemed at the Optional Redemption Date.
Notwithstanding the above, any holder of Series C Preferred Stock may convert such shares into
Common Stock pursuant to Section 6(A) prior to the date immediately preceding the Optional -
Redemption Date, ]

H
w L.

¥

(ii) At the Request of the Holders:

(1) The holders of sixty percent (60%) of the Series C Preferred Stock may, by
wiltten notice to the Corporation (the “Election Notice™), require the Corporation to
redeem the outstanding shares of Series C Preferred Stock at any time following the first
to occur of: (a) the Maturity Date (as defined in Section S(A)(3)), (b) the delivery of an
Acceleration Event Notice (as defined below) or (c) a Change in Control {unless waived
in accordance with Section 4(D)). Any such Election Notice shall specify a date upon
which such redemption shall oceur (the “Redemption Date™); pravided, however, that if
the redemption is related to the passing of the Maturity Date or a Change in Control, then
(i) the Election Notice shall be given not less than sixty (60) days nor more than ninety
(90) days priorto the requested Redemption Date, and (ii) at least thirty (30)-days but not
more than sixty (60} days prior to the Redemption Date the Corporation shall send a
notice {a “Redemption Notice”) to all holders of Series C Preferred Stock setting forth

. (A) the Redemption Date, (B) the Redemption Price for the shares of Series C Preferred
Stock to be redeemed, and (C) the place at which such holders may obtain payment of
their respective poriions of the Total Redemption Price upon surrender of their share
certificates. If redemption is being sought in connection with an Acceleration Event, the
Corporation shall set the Redemption Date on a date as scon as practicable following the
occurrence of the Acceleration Event, and shall send the'Redemption Notice to all
holders of Series C Preferred Stock as far as practicable in advance of the Redemption
Drate. The Corporation shall effect such i{é:ﬁté.{ﬁption on the Redemption Date by paying
the Redemption Price in exchange for eathi'share of Series C Preferred Stock.

. (2) Notwithstanding the foregoing, the Corporation may decline to redeem any or

all of the Series C Preferred Stock (provided that any redemption in part shall be pro rata
across ho!ders) and in such case, the Series C Preferred Stock shall bear cumulative
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dividends at the rate of four percent (4%) of the Or?ginal Issue Price per annum on each
outstanding share of Series C Preferred Stock {the “Preferred Dividend”) from the date of
the Election Notice. Such Preferred Dividend shall be paid semi-annually on the last
business day of May and November of ¢ach year in cash. The Board of Directors shall
not pay any dividend to the holders of any other capital stock of the Corporation except

' Dividend Senior Stock and the “Préfeg‘ged}il?jyidend”—'as defined in Section 3 of the
Corporation’s Certificate of Designation g}ct}l’ieferences of Series B Preferred Stock,
unless and until it has paid the Preferred Dividend on the shares of Series C Preferred
Stack to the holders of the Series C Preferred Stock.

(3) Notwithstanding the above, any holder of Series C Preferred Stock may
convert such shares into Common Stock pursuant to Section 6(A) prior to the date
immediately preceding the Redemption Date. '

{4) For purposes of this Section S(A)(ii), an "Acceleration Event” shall consist of
(i) any judgment against the Corporation in excess of $10,000,000 unless such judgment
is stayed within sixty (60) days of the date of such judgment; (ii) any event of default
under any indebtedness of the Corporation that causes $10,000,000 or more of such
indebtedness to accelerate; or (iii) an.event of bankruptey, an assignment for the benefit
of creditors or similar event. The Corporation shall, on the date an Acceleration Event
occurs, or as soon as reasonably practicable thereafter (but in no event later than five
(5) days following the date of an Acceleration Event), provide a written notice to ali
holders of Series C Preferred Stock with a description of the facts giving rise to the
Acceleration Event (the “Acceleration Eveni Notice™). ‘

(B) Method of Redemption.

(i) On or prior to the Redemption Date or Qptional Redemption Date, as applicable, the
Corporation shall deposit the Total Redemption Rtice of the shares to be redeemed with a bank or
trust company having aggregate capital and surplisiin excess of $100,000,000, as a trust fund (an
“Eligible Institution™), with irrevocable instructions and autharity to the Eligible Institution to
pay, on and after the Redemption Date or Optional Redemption Date, as applicable, the
Redemption Price of the shares 1o their respective holders upon the surrender of their share
certificates. Any money deposited by the Corporation pursuant to this Section 5(B) for the
redemption of shares thereafter converted into shares of Common Stock parsuant to Section 6
hereof prior to the Redemption Date or Opticnal Redemption Date, as applicable, shall be
returned to-the Corporation forthwith upon such conversion. The balance of any funds deposited
by the Corporation pursuant to this Section 5(B) rematning unclaimed at the expiration of one
(1) year following the Redemption Date or Optional Redemption Date, as applicable, shall be
returned fo the Corporation promptly upon its written tequest, and each holder of Series C
Preferred Stock shall thereafier look only to the Corporation for payment of the Redemption
Price.

(ii) Each holder of shares of Series C Preferred Stock to be redeemed shall surrender such
holder’s certificates representing such shares to the Corporation in the manner and at the place
designated in the Redemption Notice or Optional Redemption Notice, as applicable, 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 of the owner thereof and each surrendered
certificate shall be canceled. From and after the Redemption Date or Opticnal Redemption Date,
as applicable, unless there shall have been 2 default in payment of the Redemption Price or the
Corporation is unable to pay the Total Redemptig itPrice, all Tights of the holder of such shares as

*
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holder of Series C Preferred Stack (except the right to receive the Redemption Price per share
without interest upon surrender of their certificates), shall cease and terminate with respect 10
such shares; provided that in the event that any shares of Series C Preferred Stock are not

" redeemed due to a default in payment by the Corporation, due to the election by the Corporation
not to effect the redemption, pursuant to Section 5(A)(ii)(2), or because the Corporation does not
have sufficient legally available funds, such shares of Series C Preferred Stock shall remain
outstanding and shall be entitled to all of the rights and preferences provided herein until
redeemed or converted.

L 3 B

(C) Limitation on Redemption. Notwithstanding anything herein to the contrary, the
Corporation shall not redeem any shares of Series C Preferred Stock unless either (5) no shares of
quuxdan on Senior Stock remain outstanding, or (ii} all shares of| qumdanon Senior Stock are redeemed
prior to or simultaneously with such shares of Series C P f‘erred Stock.. .

6. Conversion. The holders of Series C Preferred ‘Btock shall have conversion nghts as follows
(the “Conversion Rights”):

(A) Right to Convert. Each share of Series C Preferred Stock shall be convertible into
stuch number of fully paid and nonassessable shares of Common Stock as is determined by dividing the
Original Issue Price of such Series C Preferred Stock by the Conversion Price at the time in effect for
shares of Series C Preferred Stock. The *“Original Yssue Price” per share of Series C Preferred Stock is
$3.94. The “Conversion Price” per share of Series C Preferred Stock initially shall be $3.94, subject to
adjustment from time to time as provided below,

{B) Mechanics of Conversion, Before any holder of Series C Preferred Stock shall be
entitled to convert the same info shares of Common Stock, the holder shall surrender the certificate or
certificates therefor, duly endorsed, at the office of this Corporation or of any transfer agent for the
Series C Preferred Stock, and shall give written notice by confirmed facsimile or by mail, postage
prepaid, to this Corporation at its principal 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 (or
uncertificated shares of Common Stock represented by book-entry) are to be issued. This Corporation
shall, as soon as practicable thereafter, issue and deliver to the address of record of such holder of
Series C Preferred Stock (or such other address as the holder shall designate in writing in the notice to the
Corporation of the election to convert), or to the nominee or nominees of such holder, a certificate or
certificates for the number of shares of Common Stock, or evidence of shares issued in book-entry form
representing the number of shares of Common Stock, to \wﬁxch such holder shall be entitled as aforesaid.
Such conversion shall be deemed to have been made ifn: 1ate]y prior to the close of business on the
date of such surrender of the Series C 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 al] purposes as
the record holder or holders of such shares of Common Stock as of such date.

(C) Adiustments to Conversion Ratio for Stock Dividends and for Combinations or
Subdivisions of Commeon Stock. In the event that this Corperation at any time or from time 1o time after
the initial issue date of the Series C Preferred Stock shali declare or pay, without consideration, any
dividend on the Common Stock payable in Common Stock or in any right to acquire Common Stock for
no consideration, or shall effect a subdivision of the outstanding shares of Common Stock into a greater
number of shares of Commeon Stock (by stock split, reclassification or otherwise than by payment of a
dividend in Common Stock or in any right to acquire Common Stock), or in the event the outstanding
shares of Commen Stock shall be combined or consolidated, by reclassification or otherwise, into a lesser
number of shares of Common Stock, then the Conversion Price pér share of Series C Preferred Stock then
in effect.shall be proportionately decreased or increased, as appropriate; provided that the Corporation
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shall take no such action with respect to the Common Stock unless the Corporation shall simultaneously
reserve out of authorized, unissued and unreserved shares of Common Stock a sufficient number of shares.
of Common Stock to be available for full conversion of the Series C Preferred Stock at the new
Conversien Price. In the event that this Corporation shall declare or pay, without consideration, any
dividend on the Commén Stock payable in any right t0 acquire Commen Stock for ne consideration then
the Corporation shall be deemed to have made a dividend payabie in Commean Stock in an amount of
shares equal to the maximum number of shares issuable upon exercise of such rights to acquire Common
Stock.

(D} Adiustments for Reclassification and Reorganization. If the Common Stock issuable

upon conversion of the Series C Preferred Stock shali be changed into the same or a different number of
shares of any other class or ¢lasses of stock, whether by capital reorganization, reclassification or
otherwise (other than a subdivision or combination of shares provided for in Section 6(C) above or a
Change in Control that is treated as a Liquidation Event under Section 4 above), the number of shares of
such other class or classes of stock into which the Series C Preferred Stock shall be convertible shall,
concurrently with the effectiveness of such reorganization or reclassification, be proportionately adjusted
so that the Series C Preferred Stock shall be convertible into, in lieu of the number of shares of Common .
Stock which the holders would otherwise have been entitled to receive, a number of shares of such other
class or classes of stock equivalent to the number of shares:of.Comfaon Stock that would have been
subjet to receipt by the holders upon conversion of the Sgties C Preferred Stock immediately before that
change; provided that the Corporation shall take no such'3étion with respect to the Common Stock unless
the Corporation shall simuitaneously reserve out of authorized, unissued and unreserved shares of the
other class or classes of stock into which such Common Stock has changed a sufficient number of shares
of stock of such class or classes to be available for full conversion of the Series C Preferred Stock.

{E} Rights Offerings. In the event the Corporation shal! grant or shall have granted as of
the date of the filing of this Certificate of Designation any rights to subscribe for, or any rights or options
to purchase, Common Stock or any stock or other securities convertible into or exchangeable for
Common Stock (such convertible or exchangeable stock or securities being herein called “Convertible
Securities”), whether or not such rights or options or the right to corvert or exchange any such
Convertible Securitiss are immediately exercisable, which rights or options do not result in any
adjusiment to the number of shares of Commion Stock or other classes of stock into which the Series C
Preferred Stock can be converted under either Section 6(C) or Section 6(D).above, then the Corporation
shall distrituite such rights or options to the holders of Series C Preferred Stack as though they were
holders, at the time of such distribution, of that number of shares of Common Stock into which the shares
of Series C Preferred Stock held by each holder could then be converted,

(F) No Impairment. This Corporation will net, by amendment of its certificate orthrough
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 Corporanon but will at all times in good faith
assist in the carrying out of all the provisions of this Sectioh 6 and in‘the taking of all such action as may
be necessary or appropriate.in order to protect the comfcrswﬁ rights of the holders of the Series C
Preferred Stock against impatrment,

(G) No Fractignal Shares and Certificate as to Adjustments.

(i) No fractional shares shall be issusd upen conversion of the Series C Preferred Stock,
and the number of shares of Common Stock to be issued shall be reunded 1o 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 C Preferred Stock the holder is at the time

v
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converting into Common Stock and the number of shares of Common Stock issuable upon such
aggregate conversion.

(if) Upon the occurrence of each adjustment or readjustmem of the number of shares of
Common Stock into which the Series C Preferred Stock can be converted pursuant to this
Section 6, this Corporation, at its expense, shall pigifiptly compute such adjustment or
readjustment in accordance with the terms hereof ahd prepare and furnish to each holder of
Series C Preferred Stack a ceriificate setfing forth such adjustment or readfustment 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 C 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 per share of Series C Preferred Stock at the time in effect, and (C) the
number of shares of Common Stock and the amount, if any, of other property which at the time
would be received upon the conversion of the Series C Preferred Stock.

(H) Notice of Record Date. In the event of any taking by this Corporation of a record of
the holders of any class of securitics for the purpose of determining the halders thereof who are entitled to
receive any dividend (other than a cash dividend) or other distribution, any right to subscribe for,
purchase or-otherwise zcquire 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 € Preferred Stock, at least
twenty (20) days prior to the date specified therein, a notice specifying the date on which any such 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.

(I} Reservation of Stock Issuable upon Conyversion. This Corporation shall at all times
reserve and keep available out of its authorized but unissued shares of Common Stock (or other security

into which the Comtiion Stock shall have been changed) sofely for the purpose of effecting the conversion
of the Series C Preferred Stock such number of its sharesud'f Common Stock (or other security) as shall
from time to time be sufficient to effect the conversion of aﬁ outstanding shares of the Series C Preferred
Stock; and if at any time the number of authorized but unissued shares of Common Stock (or other
security) shall not be sufficient to effect the conversion of al! the then outstanding Series C Preferred
Stock, in addition to such other remedies as shall be available to the holder of such Series C 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 (or other security) to such number of
shares as shall be sufficient for such purposes.

(J) Notices. Any notice required by the provisions of this Section 6 to be given to the
holders of Series C Preferred Siock shall be deemed given if deposited in-the United States mail, postage
prepaid, and addressed to each holder of record at the holder’s address appearing on the books of this
Corporauon

7. Yoting Rights. Except as otherwise provided herein or by law, each holder of shares of

Series C Preferred Stock shall be entitled to vote with the holders of Common Stock on an as-converted

. basis a5 a single class with such shares of Common Stock and such other shares of capital stock that vote
with shares of Common Stock on all matters presented for stockholder vote and shall be entitled to notice
of any stockholder’s meeting in accordance with the Bylaws of the Corporation. Fractional votes shall
not, however, be permitted and any fractional voting rights resulting from the conversion of Series C
Preferred Stock into Common Stock (in the case of each holder, afler aggregating all fractional shares
held by such holder into the maximum number of whole shares) shall berounded to the nearest whole
number {with one-half being rounded upward).
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8. Protective Provision. For so long as any shares of Series C Preferred Stock remain outstanding,
the Corporation shall not take any action to increase the authorized number of shares of Series C
Preferred Stock without the written consent of holders of not less than 60% of the outstanding shares of
Series C Preferred Stock, ’

9. Status of Converted or Redeemed Stock. In the gvent any Series C Preferred Stock shall be
converted pursuant to Section 6 hereof, redeemed pursnant to Section S hereof, or returned to the
Corporation in exchange for any other capital stock of the Corporation, the shares so converted, redeemed
or exchanged shall be promply cancelled after the conversion, redemption or exchange thereof. All such
shdres shall upon their cancellation, redemption or exchange become authorized but unissued shares of
Preferred Stack and may be released as part of a new serie3 of Preferred Stock to be created by resolution
or resolutions of the Board of Directors, subject to the ¢otiditions and restrictions on issuance set forth

7

herein. .
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'CERTIFICATE OF DESIGNATION
OF PREFERENCES OF SERIES D PREFERRED STOCK
OF _
XRS CORPORATION,
a Minnesota Corporation

) 1. Designation. The series of Preferred Stock of the Corporation shall be designated as “Series D
Preferred Stock.” : .

2. Authorized Number. The nuiber of shares constituting the Series D Preferred Stock shall be
One Million Six Hundred Thousand (1,600,000) shares. The Board of Directors is authorized 1o decrease
the number of shares of any series of preferred stock prior or subsequent to the issue of that series, but not
below the number of shares of such series then outstanding. In case the number of shares of any serfes
shall be so'decreased, the shares constituting such decrease shall resume the status which they had prior to
the adoption of the resolution originally fixing the number of shares of such series.

3. Dividend Rights. In the event dividends (other than the “Preferred Dividend” as defined in
Section 3 of the Corporation’s Certificate of Desigriation of Preferences of Series B Preferred Stock) are
paid on any other capital stock of the Corporation other than Dividend Senior Stack, the Corporation shall
pay a dividend on all outstanding shares of Series D Preferred Stock (on an as-if-converted 10 Common
Stock basis) in an amount per share equal to the maxinfu'rh”-‘?éfhoum paid or set aside for any such other
shar¢ of capital stock (on an as-if-converted to Common Stock basis). “Dividend Senior Stock™ as used in
this Certificate of Designation means any class or series of stock of the Corporation hereafter atithorized
that has prierity or preference over the Series D Preferred Stock with respect to the payment of dividends. -

4, Lignidation Preference.

(A) In the event of any liquidation, dissolution or winding up of the Corporation, whether
voluntary or involuntary (a “Liquidation Event”), the holders of the Series D Preferred Stock shall be
entitled to receive, after the.satisfaction in full of the Hquidation preference of halders of any Liguidation
Senior Stock, prior and in preference to any distribution of any of the assets or surplus funds of the
Corporation to the holders of any Liquidation Junior Stock, and pari passu with the satisfaction of the
liquidation preference of holders of any Liquidation Parity Stock, an amount per share equal to the
Original Issug Price of the Series D Preferred Stock (as adjusted for any stock dividends, combinations or
splits with respect to such shares) plus all accrued or declared but unpaid dividends on each share of
Series D Preferted Stock then held by such holder. 1f upon the occurrerice of such Liquidation Event, the
remaining assets and funds of the Corparation available for distribution among the holders of Series D

" Preferred Stock and the holders of any Liquidation Parity Stock shall be insufficient to permit the
payment 1o such holders of the fulf preferential amounts to which they are entitled, then the entire
remaining assets and funds of the Corporation legally available for distribution to such holders shall be
distributed among such holders in proportion to the full preferential amoint each such holder is otherwise
entitled to receive. "

(B) As-used-in this Certificate of Desigri%i{ n;

(i) “Liquidation Senior Stock” means the Series B Preferred Stock, the Series C Préferred
Stock, the Series F Preferred Stock, the Series G Preferred Stock, and any other class or series of
stock of the Corporatton hereafter authorized that has prierity or preference over the Series D
Preferred Stock in the distribution of assets on any liquidation, dissolution or winding up of the
Corporation; )
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(ii) “Liguidation Junior Stock™ means the Common Stock and any other class or series of
stock of the Corporation hereafier authorized with respect to which the Series D Preferred Stock
has priotity or preference in the distribution of assets on any Jiquidation, dissolution or winding
up of the Corporation; and

(iii) “Liquidation Parity Stock” means any class or series of stock of the Corporation
hereafter authorized that ranks equally with the Series D Preferred Stock in the distribution of
assets on any liquidation, dissolution or winding up of the Corporation,

(C) Notwithstanding subparagraph (A) above, solely for purposes of determining the
amount each holder of shares of Series D Preferred Stock is entitled to receive with respect to a
Liquidation Event, the holder of shares of Series D Preferred Stock shall be treated as if such holder had
converted such holder’s shares of Series D Preferred Stock inta shares of Common Stack immediately
prior to the closing of the Liquidation Event if it is determined that, as a result of an actual conversion of -
such Series D Preferred Stock (including taking into account the operation of this subparagraph (C)), cach
holder of Series D Preferred Stock would receive (with respect to the shares Series D Préferred Stock), in
the aggregate, an amount greater than the amount that would be distributed to holders of Series D
Preferred Stock (with respect to the shares of Serles D Preferred Stock) if such holders had not converted
such Series D Preferred Stock into shares of Common Stock. If holders of any Series D Preferred Stock
are treated as if they had converted shares of Series D Preferred Stock into Common Stock pursuant to
this paragraph, then such helders shall not be entitled to receive any distribution pursuant to Section 4(A)
that would otherwise be made to such holders. .

(D) For purposes of this Section 4, unless waived in writing by holders of a majority of
the outstanding shares of either the Series D Preferred Stock or any-class or series of Liquidation Senior
Stock with respect to the Series D Preferred Stock, a Change in Contro] shall be deemed to be a
Liquidation Event and shall entitle the holders of Seties D, Freferred Stock to receive proceeds from such
Liquidation Event (including payments at closing, and at each date after the closing on which additional
amounts are paid to stockholders of the Corporation as a result of the Liquidation Event) in cash,

Securities or other property (valued as provided in Section 4(E) below) in the amount specified in this

Section 4. Unless waived in writing by holders ofa majority of the outstanding shares of either the

Series D Preferred Stock or any class or series of Liquidation Senior Stock with respect to the Series D
Preferved Stock, a “Change in Control” shall be deemed 1o occar it any of the following occur: (i) any -
“person” or “group™ (each as defined in the Securities Exchange Act of 1934, as amended (the “Exchange
Act”)) acquires or becomes a “beneficial owner” (as defined in Rule 13d-3 or any successor rule under
the Exchange Act), directly or indirectly, of securities of the Corporation representing more than 50% of
the combined voting power of the Corporation’s then cutstanding securities entitled ta vote generally in

 the election of directors (“Voting Securities™); (ii) a reorganization, merger or consolidation of the

Corporation or a statutory exchange of cutstanding Voting Securities of the Corporation, unless,
immediately following such reorganization, merger, consalidation or exchange, all or substantially all of
the persons who were the beneficial owners of Voting Securities of the Corporation immediately prior to
such reorganization, merger, consolidation or exchange heneficially own, directly or indirectly, more than
$0% of the combined voting power of the then outstanding voting securities entitled to vote generally in
the election of directors of the corporation resulting from such reorganization, merger, consolidation or
exchange in substantially the-same proportions as their ownership, immediately prior to such
reorganization, merger, cansolidation or exchange, of the Votitig Securities of the Corporation; or (iii)
(x) a complete liquidation or dissolution of the Corporation or (y) the sale or other disposition, directly or
indirectly, of all or substantially all of the assets of the C ration, in one or a séries of transactions.

(E) Whenever the distribution provided t5n this Section 4 shall be payable in securities
or property other than cash, the value of such distribution shall be as follows:
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(i) Securities not subject to investment letter or other similar restrictions on free
»  marketability:

(A) If traded on a securities exchange (which shall include the Nasdag Stock
Market), the value shall be deemed to be the average of the closing prices of the
securities on such exchange over the 30-day period ending three (3) days prior to the
closing; .

(B) If traded over-the-counter, the value shall be deemed to be the average of the
closing bid or sale prices (whlchever are applicable) over the 30-day period ending three
(3) days prior to the closmg, and top

(C} If there is no public market, éﬁaé”;i}alue shall be the fair market value thereof,
as determined in good faith by the Board of Directors of the Corporation,

{if) The method of valvation of securities subject to investment letter or cther restrictions
on free marketability (other than restrictions arising sclely by virtue of a stockholder’s status as
an affiliate or former affiliate) shall be to make an appropriate discount from the market value
determined as above in (I}(A), (B) or (C) to reflect the approximate fair market value thereof, as
determined in good faith by the Board of Directors of the Corporation.

5. Redemption. In accordance with this Section 5, the Series D Preferred Stock shall be
redeemable by paying in cash in exchange for each share of Series D Preferred Stock a sum equal fo the
Original Issue Price (as adjusted for any stock dividends, combinations, splits, recapitalizations and the
like after the first issuance of shares of Series D Preferred Stock), plus accrued and unpaid dividends with
respect to such share (the “Redemption Price”). The total amount to be paid for the shares of the
redeemed Series D Preferred Stock is heretnafter referred to as the “Total Redemption Price.”

(A) Election to'Redeem Series D Preferred Stock. The Series D Preferred Stock may be
redeemed inany of the following ways:

(t) Optional Redemption by the Corporation. The Corporation shall have the right, in its
sole discretion, to redeem all (but not less than all) of the outstandmg Series D Preferred Stock at -
any time after the date five (5) years after the firstd lssuance of shares of Series D Preferred Stock
{the “Maturity Date”), provided that the Optmna]*Redemptlon Conditions (as defined below)
shall have been met. The Corporation shall deliver & notice of the Corporation’s intention to
redeem the outstanding shares of Series D Preferred Stock (the “Optional Redemption Notice™)
on a date, not earlier than the Maturity Date (the “Optional Redemption Date™); provided,

- however, that such Optional Redemption Notice shall not be given less than sixty (60) days, nor
more than ninety (90) days, prior to the Optional Redemption Date. In addition to specifying the
Optional Redemption Date, the Optional Redemption Netice shall specify the place at which such
holders may obtain payment of their respective portions of the Total Redemption Price (as
defined below) upon surrender of their share certificates, and shal! contain a certification by the

~ Chief Executive Officer or Chief Financial Officer of the Corporation stating that the

Corporation’s Common Stock price has traded on & securities exchange (which shall include the
Nasdaq Stock Market) with a closing price of at Jeast three times (3x) the then effective -
Conversion Price on-each of the seventy (70) consecutive trading days immediately precedmg the
date the Optional Redemption Notice is delivered. The Corporation shall effect such redemption
on the Optional Redemption Date by paying the Redemption Price in exchange for sach sharg of
Series D Preferred Stock. Notwithstanding the foregoing, the Corporation shall only be permitted
to effect an optional redemption of the Preferred Stock under this Section S(A)(1) if the following
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~conditions (the “Optional Redemption Conditions”) shall have been met; {w) the Corporation's
Common Stack price shall have traded-on a securities exchange (which shall include the Nasdag
Stock Market) with a closing price of at least three times (3x) the then effective Conversion Price
on-each of the seventy (70) consecutive trading days immediately preceding the date the Optional
Redemption Notice is delivered, (x) the Corporation’s Cormmon Stock price shall have traded en
a securities exchange (which shall include the Nasdaq Stock Market) with a closing price of at
least three times (3x) the then effective Conversion Price on each of the twenty (20) consecutive
trading days immediately preceding the Optional Redemption Date, (y)-either (1) a registration
statement shall then be in effect under the Securities Act of 1933, as amended (the “Securities
Act”), with respect to all shares.of Common Stock issuable on conversion of the Series D
Preferred Stock then outstanding, and all such shares of Common Stock shall then be saleable
inte the public market by the holders therefor pursuant to such registration statement and without
any other restriction under applicable securities laws (other than notice requirements and volume
limitations provided under Rule 144 of the Securities Act, if applicable due to status as an '
affiliate of the Corporation) or (2) all shares of outstanding Series D Preferred Stock (and shares
of Common Stock issued or issuable upon conversion of such Series D Preferred Stock) can be
sold without compliance with the registration requirements of the Securities Act pursuant to Ruje
144(k) under the Securities Act and an opinion o‘f '}:g_gél counse! to the Corporation delivered to
such holdess of Series D Preferred Stock to such'éffect; and (z) the Corporation has sufficient
funds legally available to redeem all shares to be redeemed at the Optional Redemption Date.
Notwithstanding the above, any holder of Series D Preferred Stock may convert such shares inte -
Common Stock pursuant to Section 6(A) prior to the date immediately preceding the Optional
Redemption Date. o ‘

(ii) At the Request of the Holders:

(1) The holders of sixty percent (60%) of the Series D Preferred Stock may, by
written notice te the Corporation (the “Election Notice”), require the Corporation to
redeem the outstanding shares of Series D Preferred Stock at any time following the first
to oceur of: (a) the Maturity Date (as defined in Section S(A)(i)), (b) the delivery of an
Acceleration Event Notice (as defined below) or (¢) a Change in Control (unless waived
in accordance with Section 4(D)). Any such Election Notice shal specify a date upon
which such redemption shall occur (the “Redemption Date”); provided, however, that if
the redemption is related to the passing of the Maturity Date or a Change in Coatrol, then
(i) the Election Naotice shail be given not less than sixty (60) days not more than ninety
(90} days prior to the requested Redemption Date, and (i) at least thirty (30) days but not
more than sixty (60} days pricr to the Redemption Date the Corporation shall send a
notice (a “Redemption Notice™) to all holdsts of Series D Preferred Stock sefting forth
(A) the Redemption Date, (B) the Redemption Price for the shares of Series D Preferred
Stock to be redeemed, and (C) the place.atWhich such holders may obtain payment of
their respective pertions of the Total Re‘fig'r_%fption Price upon sirrender of their share
certificates, If redemption is being sought i connection with an Acceleration Event, the
Corporation shall set the Redemption Date on a date as soon as practicable following the
occurrence of the Acceleration Event, and shall send the Redempticn Notice to all
bolders of Sesies D Preférred Stock as far as practicable in advance of the Redemption
Date. The Corporation shall effect such redemption on the Redemption Date by paying
the Redemption Price in exchange for each share of Series D Preferred Stock. |

. {2) Notwithstanding the foregoing, the Corporation may decline to redeem any or

all of the Series D Preferred Stock (provided that any redemption in part shall be pro rata
across holders) and in such case, the Series D Preferred Stock shall bear cumulative
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dividends at the rate of four percent (4%) of the Dngmal Issue Price per annum on each
outstanding share of Series D Preferred Stock (the “Preferred Dnvndend”) from the date of
the Election Notice, Such Preferred Dw;dend shall be paid semi-annually. on the last
business day of May and November of ¢ eg ear in cash. The Board of Directors shall

not pay any dividend to the holders of any Giher capital stock of the Corporation except
Dividend Senior Stock and the “Preferred Dividend” as defined in Section 3 of the
Corporation’s Certificate of Designation of Preferences of Series B Preferred Stock,
unless and until it has paid the Preferred Dividend on the shares of Series D Preferred
Stock to the holders of the Series D Preferred Stock.

" (3) Notwithstanding the above, any holder of Series D Preferred Stock may
convert such shares into Common Stock pursuant to Section 6(A) prior to the date
immediately preceding the Redemption Date.

(4) For purposes of this Section 5(A)ii), an “Accelération Event” shall consist of
(1} any judgment against the Corporation in excess of $10,000,000 unless such judgment
is stayed withinsixty (60) days of the date of such judgment; (ii) any event of defaul
under any indebtedness of the Corporation that causes $10,000,000 or more of such
indebtedness to accelerate; or (iii) an event of bankruptey, an assignment for the benefit
of creditors or similar event. The Corporation shall, on the date an Acceleration Event
occurs, Or a5 s00n as reasonably practicable thereafter (but in no event later than five
(3) days following the date.of an Acceleration Event), provide a written notice to all-
holders of Series D Preferred Stock with a description of the facts giving rise to the
Acceleration Event (the “Acceleration Event Notice™). .

(B) Method of Redemption,

(i) On or prior to the Redemption Date or Oi:tional Redemption Date, as applicable, the
Corparation shall deposit the Total Redemption Price of the shares to be redeemed with a bank or
trust company having aggregate capital and surplus in excess of $100,000,000, as a trust fund (an
“Eligible Institution”), with irrevocable instructions and authority to the Eligible Institution to
pay, on and afer the Redemption Date or Optiona) Redemption Date, as applicable, the
Redemption Price of the shares to their respective holders upon the surrender of their share
certificates. Any money deposited by the Corporation pursuant to this Section S(B) for the
redemption of shares thereafter converted into shares of Common Stock pursuant to Section 6
hereof prior to the Redemption Date or Optional Redemmption Date, as applicable, shall be
returned to the Corporation forthwith upon such conversion, The balance of any funds deposited
by the Corporation pursuant to this Section 5(B) remaining unclaimed at the expiration of one
(1) year following the Redemption Date or Optional Redemption Date, as applicable, shall be
returned to the Corporation promptly upon its written request, and each holder of Series D
Preferred Stock shall thereafter look only to the Corporation for payment of the Redemptlon
Price.

(ii) Each holder of shares of Series D Preferred Stock to be redeemed shall surrender such
holder’s certificates representing such shares to the Corporation in the manner and at the place
designated in the Optional Redemption Notice or Redemption Notice, as apphcab]e, and
thereupon the Redemption Price of such shares shall be payable to the order of the person whose
namie appears on such certificate or certificates as the owner thereof and each surrendered
certificate shall be canceled. From and after the. @pﬁona] Redemption Date or Redemption Date,
as apphcable, unless there shall have been a defaiiitin payment of the Redemption Price or the
Corperation is unable to pay the Total Redemption Price, all rights of the holder of such shares as

A-25

TRADEMARK
REEL: 004882 FRAME: 0623



.J.
e

holder of Series D Preferred Stock (excopt the right to receive the Redemption Price per share
witheut interest upon strrender of their certificates), shall cease and terminate with-respect to
such shares; provided that in the event that any shares of Series. D Preferred Stock are net
redeemed due to a default in payment by the Corporation, due to the election by the Corporation
not to effect the redemption, pursuant to Section 5(A)(i)(2), or because the Corporation does not
have sufficient legally available funds, such shares of Series D Preferred Stock shall remain
outstanding and shall be entitled to afi of the rights and preferences provided herein until
redeemed or converted. - :

(C) Limitation on Redemption. Notwiths] ding anything herein to the contrary; the
Corporation shall not rédeem any shares of Series D Preferred Stock unless either (i) ne shares of
Liquidation Senior Stock remain cutstanding, or (ii) alf shares of Liquidation Senior Stock are redeemed
. prier to or simultaneously with such shares of Series D Preferred Stock.

6. Conversion, The holders of Series D Preferred Stock shall have conversion rights as follows
(the “Conversion Rights”): )

(A) Right to Convert. Each share of Series D Preferred Stock shall be convertible into
such number of fully paid and nonassessable shares of Common Stock as is determined by dividing the
Original Issue Price of such Series D Preferred Stock by the Conversion Price at the time in effect for
“shares of Series D Preferred Stock, The “Original fssue Price” per share of Series D Preferred Stock is
$3.83. The “Conversion Price” per share of Series D Preferred Stock initially shall be $3.83, subject to
adjustment from time o time as provided below.

(B) Mechanics of Conversion. Before any holder of Series D Preferred Stock shall be
entitled to convert the same inte shares of Common Stock, the holder shall surrender the certificate or
certificates therefor, duly endorsed, at the office of this Corporation or of any transfer agent for the
Series D Preferred Stock, and shalf give written notice by confirmed facsimile or by mail, postage
prepaid, to this Corporation at its principal 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 (or
uncertificated shares of Common Stock represented by book-entry) are to be issued. This Corporation
shall, as soon as practicable thereafter, issue and deliver toithe address of resord of such holder of
Series D Preferred Stock (or such other address as the‘ﬁé_‘fﬁgfshaﬂ designate in writing in the notice 1o the
Corporation of the election to convert), or to the nominee or nominees of such holder, a certificate or
certificates for the number of shares of Comumon Stock, or evidence of shares issued in book-entry form
representing the number of shares of Common Stock, to which such holder shal be entitled as aforesaid,

 Stch conversion'shall be deemed to have been made immediately prior to the close of business on the
date of such surrender of the Series D 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 Commaon Stock as of such date. ]

(C) Adiustments to Conversion Ratio for Stock Dividends and for- Combinztions or

Subdivisions of Common Stock. In the event that this Corporation at any lime or from time to time afier
the initia] jssue date of the Series D Preferred Stock shall declare or pay, without consideration, any
dividend on the Common Stock payable in Common Stock of in any right to acquire Common Stock for
no consideration, or shall effect a subdivision of the outstanding shares of Common Stock into & greater
number of shares of Common Stock (by stock split, reclassification or otherwise than by payment ofa
dividerid in Common Stock or in any right to acquire Common Stock), o in the event the outstanding
shares of Common Stock shall be combined or conselidated, by reclassification or otherwise, into a lesser
number of shares of Common Stock, then the Conversion Price per share of Series D -Preferred Stock then
in effect shall be proportionately decreased or increased, as appropriate; provided that the Corporation
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shall take no such action with respect to the Common Stock unless the Corporation shall simultaneously
reserve out of authorized, unissued and unreserved shares of Common Stock a sufficient number of shares
of Common Stock to be available for full conversion of the Series D Preferred Stock at the new ’
Conversion Price, In the event that this Corporation shall declare or pay, without consideration, any”
dividend on the Common Stock payable in any right to acquire Common Stock for no consideration then
the Corporation shall be deemed to have made a dividend payable in Common Stock in an amount of

shares equal to the maximum number of shares issuable upon exercise of such rights to acquire Common
Stock.

(D) Adjustments for Reclassification and Reorganization. If the Common Stock issuable

"upon conversion of the Series I Preferred Stock shall be changed into the same or a different number of

shares of any other class or classes of stock, whether by capital reorganization, reclassification or
otherwise (other than a subdivision or combination of shares provided for in Section 6(C)aboveora
Change in Contro! that is treated as a Liquidation Event under Section 4 above}, the number of shares of
such other class or classes of stock into which the Series D Preferred Stock shall be convertible shall,
concumrently with the effectiveness of such reorganization or reclassification, be proportionately adjusted
so that the Series D Preferred Stock shall be convertible into, in e of the number of shares of Common
Stock which the holders would otherwise have been entitled to receive, a number of shares of such other
class or classes of stock equivalent to the number of siare$éf Common Stock that would have been

-subject to receipt by the holders upon conversion of the Sefis D Preferred Stock immediately before that

change; provided that the Corporation shall take no such action with respect to the Common Stock unless
the Corporation shdll simultaneously reserve out of authorized, unissued and unreserved shares of the
other class or classes of stock into which such Common Stock has changed a sufficient number of shares
of stock of such class or classes to be available for full conversion of the Series D Preferred Stock,

(E) Rights Offerings. In the event the Corporation shall grant or shall have granted as of
the date of the filing of this Certificate of Designation any rights to subseribe for, or any rights or options
to purchase, Common Stock or any stock or other securities convertible into or exchangeable for
Common Stock (such convertible or exchangeable stock or securities being herein called “Convertible
Securities”), whether or not such rights or options or the right to convert or exchange any such
Convertible Securities are immediately exercisable, which rights or options do not result in any
adjustment to the number of shares.of Common Stock or other classes of stock into which the Series-D
Preferred Stock can be converted under either Section 6(C) or Section 6() above, then the Corporation
shall distribute such rights or options to the holders of Series D Preferred Stock as though they were
holders, at the time of such distribution, of that number of shares of Contmon Stock into which the shares
of Series D Prefetred Stock held by each holder could then be converted.

(F) No Impairment, This Corporation will not, by amendment of its certificate 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 cbservance or performance of any of
the terms to be-observed or performed hereunder by this oration, but will at all times in good faith
assist in the carrying out of all the provisions of this Se'cnop‘rz and in the taking of all such action as may
be necessary or appropriate in order to pratect the conversion rights of the holders of the Series D
Preferred Stock against impairment.

{G) No Fractiona] Shares and Certificate as to Adjustments,

(1) No fractional shares shall be issued upon conversion of the Series D 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 D Preferred Stock the holder is at the time
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converting into Common Stock and the number of shares of Common Stock issuable upon such
aggregate conversion. '

¥

(ii) Upon the occurrence of each adjustment or readjustment of the number of shares of
Common- Stock into which the Series D Preferred Stock can be converted pursuant to this
Section 6, 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 D Preferred Stock a certificate setting forth such adjustment 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 D Preferred Stock, furnish or cause to
be furnished to such holder a Eke certificate setting forth (A} such adjustment and readjustment,
(B) the Conversion Price per share of Series D Preferred Stock at the time in sffect, and (C) the
number of shares of Common Stock and the amount, if any, of other property which at the time
would be received upon the conversion of the Series D Preferred Stock.

(H) Notice of Record Date. In the event of any taking by this Corporation 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 (cther than a cash dividend) or other distribution, any right to subscribe-for,
purchase or otherwise 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 D Preferred Stock, at least
twenty (20) days prior to the date specified therein, a notice specifying the date on which any such record
is to be taken for the purpose of such dividend, distribution or right, and the ameunt and character of such
dividend, distribution or right.

o .
o

(I) Reservation of Stock Issuabie uport: Gﬁﬁférsiun. This Corporation shall at all times
reserve and keep available out of its authorized but unissued shares of Common Stock (or other security
inte which the Common Stock shall have been changed) solely for the purpose of effecting the conversion
of the Series D Preferred Stock such number of its shares of Common Stock {or other security) as shall
from time to time be sufficient to effect the conversion of all outstanding shares of the Series D Preferred
Stock; and if at any time the number of authorized but unissued shares of Common Stock.(or other
security) shall net be sufficient to effect the conversion of alk the then outstanding Series D Preferred
Stock, in addition to such other remedies as shal! be available to the holder of such Series D Preferred
Stock, this Corporation will take such corporate action as may, in the opinion of its counsel, be necessary
to increase its avthorized but unissued shares of Common Stock (or other security) to such number of
shares as shall be sufficient for such purposes. :

{J) Notices. Any natice required by the provisions of this Section 6 to be given to the
holders of Series D Preferred Stock shall be deemed given if deposited in the United States mail, postage
prepaid, and addressed to each holder of record at the holder’s address appearing on the books of this
Corporation.

7. Voting Rights. Except as otherwise provided herein or by law, each holder of shares of
Series D Preferred Stock shall be entitled to vote with the holders of Comimon Stock on an as-converted
basis as a single class with such shares of Common Stock and such other shares of capital stock that vote
‘with shares of Common Stock o all matters presented for stackholder vote and shall be entitled to notice
of any stockholder’s meeting in accordance with the Bytaws of the Corporation, Fractional votes shall
aot, however, be permitted and any fractional voting righitsiresulting from the conversion of Series D
Preferred Stock into Common Stock (in the case of each*idtder, after aggregating all fractional shares
held by such holder into the maximum number of whole shares) shall be rounded to the nearest whole
number (with one-half being rounded wpward). :
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8. Protective Provision, For so long as any shares of Series D Preferred Stock remain outstanding,
the Corporation shall-not take any action to increase the authorized number of shares of Series D
Preferred Stock without the written consent of holders of not Iess than 60% of the outstanding shares of
Series I Preferred Stock. : .

9. Status of Converted or Redeemed Stock. In the event any Series D Preferred Stock shall be
converted pursuant to Section 6 hereof, redeemed pursvant to Section 5 hereof;, or returned to the
Corporation in exchange for any other capital stock of the Corporation, the shares so converted, redeemed

or exchanged shall be promptly cancelled after the corivert On, redemption or exchange thereof. Ali such
shares shall upon their cancellation, redemption or exchafge become authorized but unissued shares of
Preferred. Stock and may be released as part of a new series of Preferred Stock to be created by resolution
or resolutions of the Board of Directors, subject to the conditions and restrictions on issuance set forth .
herein,
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CERTIFICATE OF DESIGNATION ,
OF PREFERENCES OF SERIES F PREFERRED STOCK
. OF
~ XRS CORPORATION,
a Minneseta Corporation

1. Designation. The series of Preferred Stock of the Corporation shall be designated as “Series F
*Preferred Stock.” -

2. Authorized Number. The number of shares constituting the Scries F Preferred Stock shall be
One Million Four Hundred Thousand (1,400,000) shares. The Board of Directors is authorized to
decrease the number of shares of any series of preferred stock prior or subsequent to the issue of that
series, but not below the number of shares of such series then ouistanding. In case the number of shares of
any series shall be so decreased, the shares constituting such decrease shall resume the status which they
had prior to the adoption of the resolution originally fixingithe number of shares of such series.

3. Dividend Rights. In the event dividends (other than the “Preferred Dividend” as defined in
Section 3 of the Corporation’s Certificate of Designation of Preferences of Series B Preferred Stock) are
paid on any other capital stock of the Corporation other than Dividend Senior Stock, the Corporation shall )
pay a dividend on all cutstanding shares of Series F Preferred Stock (on an as-if-converted to Common
Stock basis) in an amount per share equal to the maximum amount paid or set aside for any such other
share of capital stock (on an as-if-converted to Common Stock basis). “Dividend Senior Stock” as used in
this Certificate of Designation means any class or series of stock of the Corporation hersafter authorized
that has priority or preference over the Series F Preferred Stock with respect to the payment of dividends.

4. Liquidation Preference.

(A) In the event of any liquidation, dissolution or winding up of the Corporation, whether
voluntary or involuntary (a “Liquidation Event™), the holders of the Series F Preferred Stock shall be
entitled to receive, after the satisfaction in full of the liquidation preference of holders of any Liquidation
Senior Stock, prior and in preference to any distribution of any of the assets or sutplus funds of the
Corporation to the holders of any Liquidation Junior Stock, and pari passu with the satisfaction of the
liquidation preference of holders of any Liquidation Parity Stock, an amount per share equal to the
Original Issue Price of the Serfes F Preferred Stock (as adjusted for any stock dividends, combinations or
splits with respect to such shares) plus all acerued or declared but unpaid dividends on each share of
Sertes F Preferred Stock then held by such holder. I upon the occurrence of such Liquidation Event, the
remaining assets and funds of the Corporation available for distribution among the holders of Series F
Preferred Stock and the holders of any Liquidation Pari_ty,_S‘,!gck shall'be insufficient to permit the
payment to such holders of the full preferential amounts i't'&'{\}_y’hich they are entitled, then the entire
remaining assets and funds of the Corporation legally available for distribution 1o such holders shall be
distributed among such holders In propostion to the full preferential amount each such holder is otherwise
entitled to receive,

{(B) As used in this Certificate of Designation:
(i) “Liquidation Senior Stock” means the Series G Preferred Stock and any other class or
series of stock of the Corporation hereafter authorized that has priority or preference over the

Series F Preferred Stock in the distribution of assets on any liquidation, dissolution or winding up
of the Corporation;
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(if) “Liquidation Junier Stock” means thé'Gommon Stock, the Seties B Preferred Stock,
the Series C Preferred Stock, the Series D Preferred Stock, and any other class or series of stock
of the Corporation hereafter authorized with respect to which the Series F Preferred Stock has
priority or preference in the distribution of assets on any liquidation, dissolution or winding up of
the Corporation; and

(iif) “Liquidation Parity Stock™ means an); class or series of stock of the Corperation
hereafter zuthorized that ranks equally with the Series F Preferred Stock in the distribution of
assets on any liquidation, dissolution or winding up of the Corporation.

(C) Notwithstanding subparagraph (A) above, solely for purposes of determining the
amount each holder of shares of Series F Preferred Stock is entitled to receive with respect to a
Liquidation Event, the holder of shares of Series F Preferred Stock shall be ireated as if such holder had
converted such holder's shares of Series F Preferred Stock into shares of Common Stock immediately
prior to the closing of the Liquidation Event if it is determined that, as a result of an actual conversion of
such Series F Preferred Stock (including taking into account the operation of this subparagraph (C)), each
holder of Series F Preferred Stock would receive (with respect to the shares Series F Preferred Stock), in
the aggregate, an amount greater than the amount that would be distributed to holders of Series F
Preferred Stock (with respect to the shares of Series F Preferred Stock) if such holders had not converted
such Series F Preferred Stock into shares of Common Stock. If holders of any Series F Preferred Stock
are treated as if they had converted shares of Series F Preferred Stock info Common Stock pursuant to this
paragraph, then such holders shall nat be entitled to receiye any distribution pursuant 1o Section 4(A) that
would otherwise be made to such holders. ;

(D) Fer purposes of this Section 4, unless waived in writing by holders of a majority of
the outstanding shares of cither the Series F Preferred Stock or any class or series of Liquidation Senior
Stock with respect to the Series F Preferred Stock, a Change in Control shall be deemed to be a
Liquidation Event and shall entitle the holders of Series F Preferred Stock to receive praceeds from such
Liquidation Event (including payments at closing, and at each date afier the closing on which additional
amounts are paid to stockholders of the Corporation as a result of the Liquidation Event) in cash,
securities or other property (valued as provided in Section 4(E) below) in the amount specified in this
Section 4. Unless waived in writing by holders of a majority of the outstanding shares of ¢ither the
Series F Preferred Stock or any class or series of Liguidation Senior Stock with respect to the Series F
Preferred Stock, a “Change in Control” shall be deemed to occur if any of the following accur: (i} any
“person” or “group” (each as defined in the Securities Exchange Act of 1934, as amended (the “Exchanpe
Act”)) acquires or becomes a “beneficial owner” (as defined in Rule 13d-3 or any successor rule under
the Exchange Act), directly or indirectly, of securities ofthe Corporation representing more than 50% of
the combined voting power of the Corporation’s then outstanding securities entitled to vote generally in
the election of directars (“Voting Securities™); (ii) a reorganization, merger or consolidation of the
Corporation or a statutory exchange of outstanding Voting Securities of the Corporation, unless,
immediately following such reorganization, merger, consolidation or exchange, all or substantiatly all of
* the persons who were the beneficial owners of Voting Securities of the Corporation imm ediately prior to
such reorganization, merger, consolidation or exchange bengficially own, directly or indirectly, more than
50% of the combined voting power of the then outstanding voting segu‘ri'ties entitled to vote generally in
the election of directors of the corporation resulting from stich reorganization, merger, consolidation or
exchange in substantially the same proporticns as thei m"w"ﬁéfship, immediately prior to such
reorganization, merger, consolidation or exchange, of the Voting Securities of the Corporation; or (iii)
{x) a compiete liguidation or dissolution of the Corporation or (y) the sale or other disposition, directly or
indirectly, of all or substantially all of the assets of the Corporation, in one or a series of transactions,

A-31

TRADEMARK
REEL: 004882 FRAME: 0629



Yo

(E) Whenever the distribution provided for in this Section 4 shall be payable in securitics
or property other than cash, the value of such distribution shall be as follows:

(i) Securities not subject to investment letter or other similar restrictions on free
marketability: ’

'(A) If traded on a securities exchange (whith shall include the Nasdaq Stock
Market), the value shall be deemed to-be g 'average of the closing prices of the’
- securities on such exchange over the 30-day period ending three (3) days prior to the
closing; '

(B) If traded over-the-counter, the value shall be deemed to be the average of the
closing bid or sale prices (whichever are applicable) over the 30-day period ending three
(3} days prior to the closing; and ’

(C) If there is mo pﬁblic market, the valve shall be the fair market value thereof,
as determined in good faith by the Board of Directors of the Corporation.

(ii) The method of valuation of securities subject to investment letter ot other restrictions *
on free marketability (other than restrictions arising solely by virtue of a stockholder’s status as
an affiliate or former affiliate) shall be to make an appropriate discount from the snarket value
determined as above in (i)(A), (B) or (C) to reflect the approximate fair market value thereof, as
determined in good faith by the Board of Directors of the Corparation.

5. Redemption. 1n accordance with this Section 5, the Series F Preferred Stock shail be
redeemable by paying in cash in exchange for each share of Series F Preferred Stock a sum equal to the
Original Issue Price (as adjusted for any stock dividends, combinations, splits, recapitalizations and the
like after the first issuance of shares of Series F Preferved Stock), plus accrued and unpaid dividends with
respect to such share (the “Redemption Price”). The total amount to be paid for the shares of the
redeemed Series F Preferred Stock is hercinafter referred tfi'li:fgs the “Total Redemption Price.”

-----

(A) Election to Redeem Seres F Preferred Stock. The Series F Preferred Stock may be
redeemed in any of the following ways:

» (i) Optional Redemption by the Carporation. The Corporation shall have the right, in its

" sole discretion, to redesm all (but not less than all) of the outstanding Series F Preferred Stock at
any time after the date five (5) years after the first issuance of shares of Series F Preferred Stock
(the “Maturity Date™), provided that the Optionel Redemption Conditions (as defined below)
shall have been met. The Corporation shall deliver a notice of the Corporation’s intention to
redeern the outstanding shares of Series F Preferred Stock (the “Optional Redemption Notice™) on
a date, not eatlier than the Maturity Date (the “Optional Redemption Date”); provided, however,
that such Optional Redemption Notice shall not be given less than sixty (60) days, nor more than
ninety (90) days, prior to the Optional Redemption Date. In addition o specifying the Optional
Redemption Date, the Optional Redemption Notice shai} specify the place at which such holders
may obtain payment of their respective portions of the Total Redemption Price (as defined below)
upon surrender of their share certificates, and shal} contain a certification by the Chief Executive
Officer or Chief Financlal Gfficer of the Corporation stating that the Corporation’s Commion
Stock price has traded on a securities exchange (which shall include the Nasdaq Stock Market)
with a closing price of at feast three times (3x) the then effective Conversion Price an each of the
seventy (70} consecutive trading days immediately preceding the date the Optional Redemption
Notice is delivered. The Corporation shall effect such redemption on the Opticnal Redemption
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Date by paying the Redemption Price in exchange for each shiare of Series F Preferred Stock.
Notwithstanding, the foregoing, the Corporation shall only be permitted to effect an optional
redemption of the Preferred Stock under this Section 5(A)() if the following conditions (the
“Optional Redemption Canditions™) shall have been met: (w)the Corporation’s Common Stock
price shall have traded on a securities exchange (which shall include the Nasdaq Stack Market)
with a closing price of at least three times (3x) the then effective Conversion Price on each of the
seventy (70) consecutive trading days immediately preceding the date the Optional Redemption
Notice is delivered, (x) the Corporation’s Commen Stock price shall have traded on a securities
* exchange (which shall include the Nasdaq Stack Market) with a closing price of at least three
times (3x) the then effective Conversion Price on each of the twenty (20) consecutive trading
days immediately preceding the Optionat Redemption Date, (y) either (1) a registration statement
shall then be in effect under the Securities Act of 1933, as emended (the “Securities Act™), with
respect to all shares of Common Stock issuable on conversion of the Series F Preferred Stock -
then outstanding, and ail such shares of Common Stock shall then be saleable-into the public
market by the holders therefor pursuant to suchi f¢giitration statement and without any other
restriction under applicable securities laws (other than notice requirements and valume
limitations provided under Rule 144 of the Seourities Act, if appticable due to status as an
affiliate of the Corporation) or (2} all shares of cutstanding Series F Preferred Stock (and shares
of Common Stock jssued or issuable upon conversion of such Series F Preferred Stock) can be
sald without compliance with the registration requirements of the Securities Act pursuant 1o Rule
144(b)(1) under the Securities Act and an’opinion of legal counsel to the Corporation delivered to
such holders of Series F Preferred Stock to such effect; and (z) the Corporation has sufficient
funds legally available to redeem all shares to be redeemed at the Optional Redemption Date,
Notwithstanding the above, any holder of Series F Preferred Stock may canvert such shares into
Commeon Stack pursuant to Section 6(A) prior to the date immediately preceding the Optional
Redemption Date.

(i1) At the Request of the Holders:

(1) The holders of sixty percent (60%) of the Series F Preferred Stock may, by
written notice to the Corporation (the “Election Notice”), require the Corporation to
redeem the outstanding shares of Series F Preferred Stock at any time following the first
to occur of: (a) the Maturity Date (as defined in Section 5(A){)), (b} the delivery of an
Acceleration Event Notice (as defined below) or (¢) a Change in Control (unless waived
in accordance with Section 4(D)). Any such Election Notice shall specify a date upon
which such redemption shall occur (the “Redemption Date™); provided, however, that if
the redemption is related to the passing p‘f-'?thc Maturity Date or a Change in Control, then
(i) the Election Notice shall be given notléss than sixty (60) days nor more than ninety
(90} days prior to the requested Redemption Date, and (ii) at least thirty (30) days but not
more than sixty (60} days prior to the Redemption Date the Corporation shall send a.
notice (a “Redemption Natice™) to all holders of Series F Preferred Stock setting forth
(A) the Redemption Date, (B) the Redemption Price for the shares of Series F Preferred
Stock to be redeemed, and (C) the place at which such holders may obtain payment of
their respective portions of the Tota! Redemption Price upon surrender of their share
certificates. If redemption is being sought in connection with an Acceleration Event, the
Corporation shall set the Redemption Date on a date as soon as practicable following the
occurrence of the Acceleration Event, and shall send the Redemption Notice to all
holders of Series F Preferred Stock as far as practicable in advance of the Redemption
Date. The Corporation shall effect such redemption on the Redemption Date by paying
the Redemption Price in exchange for each share of Series F Preferred Stack.

-
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(2) Notwithstanding the foregoing, the Corporation may decline to redeem any or
alt of the Series F Preferred Stock (provided that any redemption in part shall be pro rata
across holders) arid in such case, the Series F Preferred Stock shall bear cumulative
dividends at the rate of four percent (4%) of the Original Issue Price per annum on each
outstanding share of Series F Preferred Stock (the “Preferred Dividend™) from the date of
the Election Notice. Such Preferred Dividend shall be paid semi-gnnually on the last
business day of May and November of each ysar in cash. The Board of Directors shall
not pay any dividend to the holders of any other capital stock of the Corporation except
Dividend Senior Stock and the “Preferred Dividend” as defined in Section 3 of the
Corporation’s Certificate of Designation of Preferences of Series B Preferred-Stock,
unless and until it has paid the Preferred Dividend on the shares of Seriss F Preferred

. Stack to the holders of the Series F Preferred Stock. S

{3) Notwithstanding the.above, any holder of Series F Preferred Stock may
convert such shares into Common Steck pursuant to Section 6(A) prior to the date
immediately preceding the Redemption Date.

{4) For purposes of this Section 3(A)(ii), 2n “Acceleration Event” shall consist of
(i) any judgment against the Corporation in excess of $10,000,000 uniess such judgment
is stayed within sixty (60} days of the date of such judgment; (i) any event of default
under any indebtedness of the Corporationithat causes $10,000,000 or more of such
indebtedness to accelerate; or (iif) an évEnt.of bankruptcy, an assignment for the benefit
of creditors or similar event. The Corporat;dn shall, on the date an Acceleration Event
occurs, or as soon as reasonably practicable thereafier (but in no event later than five
(5) days following the date of an Acceleration Event), provide 2 written notice to all
holders of Series F Preferred Stock with a description of the facts giving rise to the
Acceleration Event (the “Acceleration Event Notice™,

{(B) Method of Redemption.

(i} Op or prior to the Redemption Date or Optional Redemption Date, as applicable, the
Corporation shall deposit the Total Redemption Price of the shares to be redeemed with a bank or
trust company having aggregate capital and surplus in excess of $100,000,000, as a trust fund (an
“Eligible Institution™), with irrevocabie instructions and authority to the Eligible Institution to
pay, on and afier the Redemption Date or Optional Redemption Date, as applicable, the
Redemption Price of the shares to their respective holders upon the surrender of their share
certificates. Any money deposited by the Corporation pursuant to this Section 5(B) for the
redemption of shares thereafter converted into shares of Common Stock pursuant to Section 6
hereof prior to the Redemption Date or Optional Redemption Date, as applicable, shall be
returned to the Corporation forthwith upon such conversion. The balance of any funds deposited
by the Corporation pursuant to this Section (B) remaining unclaimed at the expiration of one
(1} year following the Redemption Date or Optional Redemption Date, as applicable, shalt be
returned to the Corporation promptly upon its written requést, and each holder of Series F
Preferred Stock shall thereafter look only to the Corporation for payment of the Redemption
Price. . K

_ (if) Each holder of shares of Series F Preferred Stock to be redeemed shall surrender such
holder’s certificates representing such shares to the Corporation in the manner and at the place
designated in the Optional Redemption Notice or Redemption Notice, as applicable, and
thereupon the Redemption Price of such shares shall be payable to the order of the persen whose
hame appears on such certificate or certificates as the owner thereof and each surrendered
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certificate shall be canceled. From and afier the Optmna] Redempnon Date or Redemption Date, .
as applicable, unless there shall have been a default in payment of the Redemption Price or the
Corporation is unable to pay the Total Redemption Price, all rights of the holder of such shares as
holder of Series F Preferred Stock (except the right to receive the Redémption Price per share
without interest upon surrender of their certificates), shall cease and terminate with respect to

such shares; provided that in the event that any, shares of Series F Preferred. Stock are not
redeemed due to a defeult in payment by the Corpératlon, due to the election by the Corporation
not to effect the redemption, pursuant to Section 5(A)(ii)(2), or because the Corporation does not
have sufficient legally available funds, such shares of Series F Preferred Stock shali remain
outstanding and shall be entitled to all of the rights and preferences provided herein untii
redeemed or converted.

« (C) Limitation on Redemption. Notwithstanding anything herein to the contrary, the
Corporation shall not redeem any shares of Series F Preferred Stock unless either (i) no shares of
Liguidation Senior Stock remain ovistanding, or (ii) all shares of Liquidation Senior Stock are redeemed
prior to or simultaneously with such shares of Series F Preferred Stock,

6. Conversion. The holders of Serigs F Preferred Stock shall have conversion rights as follows
(the “Conversion Rights™):

(A) Right to Convert. Each share of Series F Preferred Stock shall be convertible into
such number of fully paid and nonassessable shares of Common Stock as is determined by dividing the
Original Issue Price'of such Series F Preferred Stock by the Conversion Price at the time in effect for
shares of Series F Preferred Stock. The “Original Issue Frice” per share of Series F Preferred Stock is

.$2.22. The “Conversion Price” per shere of Series F Preferred Stock initially shall be equal to the Original
Issue Price, subject to adjustment from time to time as provided below. :

(B) Mechanics of Conversion. Before any holder of Series I Preferred Stock shall be
entitled to convert the same into shares of Common Stock 4 he holder shall surrender the certificate or
certificates therefor, duly endorsed, at the office of this Corporanon ot of any transfer agent for the
Series F Preferred Stock, and shall give written notice by confirmed facsimile or by mail, postage prepaid,
to this Corporation at its principal 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 (or
uncertificated shares.of Common Stock represented by book-entry) are to be-issued. This Corporation
shall, as soon as practicable thereafter, issue and deliver to the address of record of such holder of
Series F Preferred Stock (or such other address as the holder shzll designate in writing in the notice to the
Corporation of the election to convert), or to the nominee or nominees of such holder, a certificate or
certificates for the number of shares of Common Stock, or evidence of shares issued in book-entry form
representing 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 Series F 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 ail purposes as
the record holder or holders of such shares of Common Stock as of such date.

(C) Adjustrments to Conversion Ratio for Stock Dividends and for Combinations aor
Subdivisions of Common Stock. In the event that this Corporation at any time or from time to time after

" the initial issue date of the Series F Preferred Stock shall declare or pay, without consideration, any
dividend on'the Commeon Stock payable in Common Stock or in any right to acquire Common Stock for
10 consideration, or shall effect a subdivision of the outstanding shares of Common Stock into a greater
number of shares of Common Stock (by stock split, reclasstﬁcatlon,or otherwise than by payment of a
dividend in Common Stock or in any right to acquire Com gn Stock), or in the event the outstanding
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shares of Common Stock shall be combined of cousolidated, by reclassification or otherwise, into a lesser
aumber of shares of Common Stock, then the Conversion Price per share of Series F Preferred Stock then
in effect shall be proportionately decreased or increased, as appropriate; provided that the Corporation
shall take no such action with respect to the Common Stock unless the Corporation shall simu ltaneously
reserve out of autherized, unissued and unreserved shares of Common Stock a sufficient number of shares
of Common Stock to be available for full conversion of the Series F Preferred Stock at the new
Conversion Price. In the event that this Corperation shall declare or pay, without consideration, any
dividend on the Cammon Stock payable in any right te acquire Commeon Stock for na consideration then
the Corporation shall be deemed to have made a dividend payabls in Common Stock in an ameunt of
shares equal to the maximum number of shares issuable upon exercise of such rights to acquire Common
Stock, '

(D) Adiustments for Reclassification and Reorganization, 1f the Common Stock issuable

upon conversion of the Series F Preferred Stock shall be changed into the same or a different number of
shares of any other class or classes of stock, whether by capital reorganization, reclassification or
otherwise (other than a subdivision or combination of shares provided for in Section 6(C) above or a
"Change in Control that is treated as a Liquidation Event under Section 4 above), the number of shares of
such other class or classes of stock into which the Series F Preferred Stock shall be convertible shall,
concurrertly with the effectiveness of such reorganization or reclassification, be proportionately adjusted
so that the Series F Preferred Stock shall be convertible into, in lien of the number of shares of Commen
Stack which the holders would otherwise have been entitled to receive, a number of shares of such other
class or classes of stock equivalent to the number of shares of Common Stock that would have been
subject to receipt by the holders upon conversion of the Series F Preferred Stock immediately before that.
change; provided that the Corporation shall take no such action with respect to the Common Stock unless
the Corporation shall simultaneously reserve out of authorized, unissued and unreserved shares of the
other class or classes of stock into which such Common Stock has changed a sufficient number of shares
of stock of such class or classes to be available for full conversion of the Series F Preferred Stock.

{E) Rights Offerings. In the event the Corporation shall grant or shall have granted as of .
the date of the filing of this Certificate of Designation any rights to subscribe for, or any rights or options
1o purchase, Common Stock or any stock or other securities convertibile into or exchangeable for
Common Stock (such convertible or exchangeable stock or securities being herein called “Convertible
Securities”), whether ot not such rights or options or the right to cofivert or exchange any such
Convertible Securities are immediately exercisable, whicti ights or options do not result in any
adjustment to the number of shares of Commeon Stock of"dther classes of stock into which the Series F
Preferred Stock can be converted under either Section 6(C) or Section 6(D) above, then the Corporation
shall distribute such rights or aptions to the holders of Series F Preferred Stock as though they wers
holders, at the time of such distribution, of that number of shares of Comman Stock inta which the shares
of Series F Preferred Stock held by each holder could then be converted.

* (F) NoImpairment. This Corporation will not, by amendment of its certificate or through
any reorganization, recapitalization, transfer of assets, consolidation, merger, dissolution, issue or salé 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 will at all times in gocd faith
assist i the carrying out of all the provisions of this Section 6 and in the taking of ail such action as may
be necessary or appropriate in order to profect the conversion rights of the holders of the Series F
Preferred Stock against impairment.

{G) No Fractional Shares and Certificate as to Adjustments.
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(i) No fractional shares shall be issued upon conversion of the Series F Preferred Stock,
and the number of shares of Common Stock to be issued shall be rounded to the nearest whole
shate, Whether or not fractional shares are issuable upon such conversion shall be determined on
the basis of the total number of shares of Series F Preferred Stock the holder is at the time
converting into Common Stock and the number of shares of Common Stock issuable upen such
aggregate convgrsion. .

(ii) Upon the oceurrence of each adjustment or readjustment of the number of shares of
Common Stock into which the Series F Preferred Stock can be.converted pursuant to this ’
Section 6, 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 F Preferred Stock a certificate setting forth such adjustment 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 F 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 per share of Series F Preferred Stock at the time in effect, and (C) the
number of shares of Common Stock and the amount, if any, of other progerty which at the time
weould be received upon the conversion of the Sertes F Preferred Stock.

(H) Notice of Record Date. In the evehit aﬁy takmg by this Corporation of a record of
the holders of any class of securities for the purpose of determmmg the holders thereof who are entitled to
recetve any dividend (other than a cash dividend) or other distribution, any right to subscribe for,
purchiase or otherwise 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 F Preferred Stock, at least
twenty {20) days prior to the date specified therein, a notice specifying the date on which any such 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.

(I) Reservation of Stock Issuable upon Conversion, This Corporation shall at all times
reserve and keep available out of its authorized but unissued shares of Common Stock (or other security
into which the Common Stock shall have been changed) solely for the purpose of effecting the conversion
. of the Series F Preferred Stock such number of its shares of Common Stock {or other security) as shall
from time to time be sufficient to effect the conversion of al} outstanding shares of the Series F Preferred
Stock; and if at any time the number of autherized but unissued shares of Commeon Stock (or other
security) shall not be sufficient to effect the conversion of all the then outstanding Series F Preferred
Stock, in addition 10 such other remedies as shall be available to the holder of such Series F 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 (or other security) to such number of
shares as shall be sufficient for such purposes.

(J) Notices. Any notice required by the provisions of this Section 6 to be given to the
holders of Series F Preferred Stock shall be deemed given: i deposﬁcd in the United States mail, postage
prepaid, and addressed ta each holdcr of record at the holder s address appearing on the books of this
Cotporation.

7. Voting Rights. Except as otherwise provided herein or by law, each holder of shares of Series F
Preferred Stock shall be entitled to vote with the holders of Common Stock on an as-converted basisas a -
single class with such shares of Common Stock and such other shares of capital stock that vote with
shares of Common Stock on all matters presented for stockholder vote and shall be entitled to notice of
any stockholder’s meeting in accordance with the Bylaws of the Corporation. Fractional voies shall not,
however, be permitted and any fractional voting rights resulting from the conversion of Series F Preferred
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‘Stock into Common Stock (in the case of each holder, after aggregating all fractional shares held by such
holder into the maximum number of whole shares) shall be rounded to the nearest whole number {with

one-half being rounded upward),

8. Protective Provision. For so long as any shares-of.Series F Preferred Stock remain outstanding,
the Cerporation shall not take any action to increase the authorized number of shares of Series F Preferred
Stock without the written consent of holders of not less than 60% of the-ontstanding shares of Series F
Preferred Stock.

9, Status of Conyerted or Redeemed Stock. In the event any Series F Preferred Stock shall be
converted pursuant to Section 6 hereof, redeemed pursuant to Section 5 hereof, or returned to the
Corporation in exchange for any other capital stock of the Corporation, the shares so converted, redeemed
or exchanged shall be promptly cancelled after the conversion, redemption or exchange thereof, All such
shares shall upon their cancellation, redemption or exchange become authorized but unissued shares of
Preferred Stock and may be released as part of a new series of Preferred Stock to be created by resolution
orresolutions of the Board of Directors, subject to the conditions and restrictions on issuance set forth
herein.
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CERTIFICATE OF DESIGNATION
OF PREFERENCES OF SERIES G PREFERRED STOCK !
. OF '
XRS CORPORATION,
a Minnesota Carporation

I. Designation. The series of Preferred Stock of the Corporation shall be designated as “Series G
Preferred Stock.” .

2. Authorized Number. The number of shares constituting the Series G Preferred Stock shall be
Ten Millior One Hundred Thousand {10,100,000) shares, Subject to Section 8 below, the Board of
Directors is authorized to decrease the number of shares of.any series of preferred stock prior or
subsequent to the issue of that series, but not below the' Qpr}ber of shares of such series then outstanding,
In case the number of shares of any series shall be so decreased, the shares constituting such decrease
shall resume the status which they had prior to the adoption of the resolution originally fixing the number
of shares of such series,

3. Dividend Rights. In the event dividends (other than the “Preferred Dividend” as defined in
Section 3 of the Corporation’s Certificate of Designation of Preferences of Series B Preferred Stock) are
paid on any other capital stock of the Corporation other thant Dividend Senjor Stock, the Corporation shatl
pay a dividend on all outstanding shares of Series G Preferred Stock (on an as-if-converted to Common
Stock basis) in an amount per share equal to the maximum amount paid or set aside for any such other
share of capital stock (on an as-if-converted to Common Stock basis). “Dividend Senigr Stock”™ as used in
this Certificate of Designation means any class or series of stock of the Corporation hereafter authorized
that has priority or preference over the Series G Preferred Stock with respect 10 the payment of dividends.

4. Liquidation Preference.

{A) In the event of any liquidation, dissolution or winding up of the Corporaticn, whether
voluntary or involuntary (a “Liquidation Event™), the holders of the Series G Preferred Stock shall be
entitled to receive, after the satisfaction in full of the liquidation preference of holders of any Lignidation
SeniorStock, prior and in preference to any distribution of any of the assets or surplus funds of the
Corporation to the holders of any Liquidation Junior Stock, and pari passu with the satisfaction of the
liquidation preference of holders of any Liquidation Parity Stock, an amount per share equal to the
Original Issue Price of the Series G Preferred Stock (as adjusted for any stock dividends, combinations or
splits with respect to such shares) plus all accrued or d‘écié‘r'.é_id but vapaid dividends on each share of
Series G Preferred Stock then held by such holder. If upon the occurrence of such Liquidation Event, the
remaining assets and funds of the Corporation available for distribution among the holders of Series G
Preferred Stock and the holders of any Liquidation Parity Stock shall be insufficient to permit the
payment to such holders of the full preferential amounts to which they are entitled, then the entire
remaining assefs and finds of the Corporation legally available for distribution to such holders shall be
distributed among such holders in proportion to the full preferential amount each such holder is otherwise
entitled to receive. '

(B) As used in this Certificate of Designation:
(i) “Liguidation Senier Stock” means any class or series of stock of the Corporation

hereafter anthorized that has pricrity or preference over the Series G Preferred Stock in the
distribution of assets on any liquidation, dissolution or winding up of the Carporation;
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- (1) “Liquidation Junior Stock™ means the Cornsnoh Stock, the Series B Preferred:Stock,
the.Series C Preferred Stock, the Series D Preferred Stock and the Series F Preferred Stock, and
any other class or series of stock of the Corporation hereafter authorized with respeét to which the
Series G Preferred Stock has priority or preference in the distribution of assets on any liquidation,
dissolution or winding up of the Corporation; and

(iii} “Liguidation Parity Stock™ means any class or series of stock of the Corporation
hereafter authorized that ranks equally with the Series G Preferred Stock in the distribation of
assets on any liquidation, dissolution or winding up of the Corporation.

(C) Notwithstanding subparagraph (A) above, solely for purposes of determining the
amount each holder of shares of Series G Preferred Stock is entitled to receive with respect to a
Liquidation Event, the holder of shares of Series G Preferred Stock shall be treated as if such holder had
converted such holder’s shares of Series G Preferred Stock into shares of Common Stock immediately
prior to the closing of the Liquidation Event if it is determined that, as a resuli of an actual conversion of
such Series G Preferred Stock (including taking into account the operation of this subparagraph (C)), each
holder of Series G Preferred Stack would receive (with respect to the shares Series.G Preferred Stock), in
the aggregate, an amount greater than the amount that would be distributed to holders of Series G
Preferred Stock (with respect to the shares of Series G Preférfed Stock) if such holders had not converted
such Series G Preferred Stock into shares of Common Stock. If holders of any Series G Preferred Stock
are treated as if they had converted shates of Serfes G Preferred Stock inte Common Stock pursuant to
this paragraph, then such holders shall not be entitled to receive any distribution pursuant to Sectian 4(A)
that would otherwise be made to such halders,

(D) For purposes of this Section 4, unless waived in writing by holders of a majority of
the outstanding shares of either the Series G Preferred Stock or any class or series of Liquidation Senior
Stock with respect to the Series G Preferred Stock, a Change in Control shall be deemed to be a
Liquidation Event and shall entitle the holdets of Series G Preferred Stock to receive proceeds from such
Liquidation Event (including payments at closing, and at each date after the closing on which additional
amounts are paid to stockholders of the Corporation as a result of the Liquidation Event) in cash,
securities or other property (valued as provided in Section 4(E) below) in the amount specified in this
Section 4. Unless waived in writing by holders of a majority of the outstanding shares of either the
Series G Preferred Stock or any class or series of Liguidation Senior Stock with respect to the Series G
Preferred Stock, a “Change in Control” shall be deemed to occur if any of the following occur: (i) any

““persan” or “group” (each as defined in the Securities Exchange Act of 1934, as amended (the “Exchange
Act™)) acquires or becomes a “beneficial owner” (as defined in Rule 13d-3 or any successor rule under
the Exchange Act), directly or indirectly, of securities of the Corporation representing more than 50% of
the combined voting power of the Corporation’s then outstanding securities entitled to vote generally in
the election of directors {“Voting Securities™; (i) a reorganization, merger or consolidation of the
Corporation or a siatutory exchange of cutstanding Voting Securitiés of the Corporation, unless,
immediately following such reorganization, merger, conﬁﬁi@gtinn or exchange, all or substantially all of
the persons who were the beneficial owners of Voting Securities of the Corporaticn immediately prior to
stich reorganization, mérger, consolidation or exchange beneficially own, directly or indirectty, more than
50% of the combined voting power of the then outstanding voting securities entitled to vote generally in
the election of directors of the corporation resulting from such reorganization, merger, consolidation or
exchange in substantially the same proportions as their ownership, immediately prior to such
reorganization, merger, consolidation or exchange, of the Vating Securities of the Corporation; or (i)

(x) a complete liquidation or dissolution af the Corporation or (y) the sale or other disposition, directly or
indirectly, of all or substantially &ll of the assets of the Corporation, in one or a series of transactions.
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{(E) Whenever the distribution provided for in this Section 4 shall be payable in securities
or property other than cash, the value of such distribution shall be as follows:

R

(i) Securities not subject to investment I6HEF or other similar restrictions on free
marketability:

(A) Iftraded on a securities exchange (which shall include the Nasdaq Stock
Market), the value shall be deemed to be the average of the closing prices of the

securities on such exchange over the 30-day period ending three (3) days prior to the
closing;

(B) If traded over-the-counter, the value shall be deemed to be the average of the
closing bid or sale prices (whichever are applicable) over the 30-day period ending three
(3) days prior to the closing; and

v (C) If there is no public market, the value shall be the fair market value thereof,
as determined in good faith by the Board of Directors of the Corporation.

(i) The method of valuation of securities subject to investrnent letier or other restrictions
on free marketability (other than restrictions arising solely by virtue of a stockholder’s status as
an affiliate or former affiliate) shall be to make an appropriate discount from the market value
determined as above in (1Y(A), (B) or (C) to reflect the approximate fair market value thereof, as
determined in good faith by the Board of Directors of the Corporation.

24

5. Redemption. In accordance with this Section §, the Series G Preferred Stock shall be
redeemable by paying in cash in exchange for each shdre’ FSeries G Preferred Stock a sum equal to the
Original Issue Price (as adjusted for any stock dividends, combinations, splits, recapitalizations and the _
Iike after the first issuance of shares of Series G Preferred Stock), plus accrued and unpaid dividends with
respect to such share (the “Redemption Price”). The total amount to be paid for the shares of the

redeemed Series G Preferred Stock is hereinafter referred to as the “Total Redemption Price.”

(A) Election to Redeem Series G Preferred Stock. The Series G Preferred Stock may be
redeemed in any of the following ways:

(i) Optional Redemption by the Corporation. The Corporation shal] have the ri ght, in its
sole discretion, to redeem all (but not less than all) of the outstanding Series G Preferred Stock at

any time after the date five (5) years after the first issuance of shares of Series G Preferred Stock
(the “Matuyrity Date™), provided that the Optional Redemption Conditions (as defined below)
shall have been met. The Corporation shall deliver a notice of the Corporation’s intention to
redeem the outstanding shares of Series G Preferred Stock (the “Optional Redemption Notige™)
on a date, not earlier than the Maturity Date (the “Optional Redemption Date™); provided,
however, that such Optional Redemption Notice shall not be given less than sixiy (60) days, rior
more than ninety (90) days, prior to the Optional Redemption Date, In addition to specifying the
Optional Redemption Date, the Optional Redemption Notice shall specify the place at which such
holders may obtain payment of their respective portions of the Total Redemption Price upon
surrender of their share certificates, and shall contain a certification by the Chief Executive
Officer or Chief Financial Officer of the Corporatign stating that the Corporation’s Common
Stock price has traded on & securities exchange @yﬁ!jjgh shall include the Nasdag Stock-Market)

" with a closing price of at least three times (3x) thie'tén effective Conversion Price on each of the
seventy (70) consecutive trading days immediately preceding the date the Optional Redemption
Notice is delivered. The Corporation shall effect such redemption on the Optional Redemption
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" Date by paying the Redemption Price in exchange for each share of Series G Preferred Stock.
Notwithstanding the foregoing, the Corporation shall only be permitted to effect an optional
redemption of the Preferred Stock under this Section S(A)(i) if the following conditions {the
“Optional Redemption Conditions™) shall have been met: (w) the Corporation’s Common Stock
price shall have traded on a securities exchange {which shall include the Nasdaq Stock Market)
with a closing price of at.least three times (3x) the then effective Conversion Price on each of the
seventy (70) consecutive trading days immediately preceding the date the Optional Redemption
Notice is delivered, {x) the Corporation's Common Stock price shall have traded on a securities
exchange (which shall include the Nasdaq Stock Market) with a clesing price of at least three
times (3x) the then effective Conversion Price on éiich of thertwenty (20) consecutive trading
days immediately preceding the Optional Redéﬁi‘p{'ii_c’fn Date, (y) either (1) a registration statement
shall then be in effect under the Securitics Act of 1933, as amended (the “Securities Act™), with
respect to al] shares of Common Stock issuable on conversion of the Series G Preferred Stock
then outstanding, and al] such shares of Common Stock shalf then be saleable into the public

- market by the holders therefor pursuant to such registration statement and without any other
restriction under applicable securities laws {other than notice requirements and volume
limitations provided under Rule 144 of the Securities Act, if applicable due to status as an
affiliate of the Corporation) or {2) al! shares of outstanding Series G Preferred Stock (and shares
of Common Stock issued or issuable upon conversion of such Series G Preferred Stock) can be.
sold without volume or other restrictions during any and all three-month periods without
compliance with the registration requirements of the Securities Act pursuant to Rule 144(b)(1)
under the Securities Act and an opinien of legal counsel to the Corporation delivered 16 such
holders of Serfes G Preferred Stock to such effect; and (z) the Corporation has sufficient funds
legally available to redeem all shares of Series G Preferred Stock to be redeemed at the Optional
Redemption Date. Notwithstanding the above, any holder of Series G Preferred Stock may
convert such shares into Common Stock pursuant to Section 6(A) prior to the date immediately
preceding the Optional Redemption Date,

(i1) At the Request of the Holders:

(1) The holders of sixty percent (60%) of the Series G Preferred Stock may, by
written notice to the Corporation (the “Election Notice™), require the Corporation to
redeem the outstanding shares of Series.G Prefeired Stock at any time following the first
to occur of: (a) the Maturity Date (as defified in Section 5{(A)()), (b) the defivery of an
Acceleration Event Notice (as defined below) or (¢) a Change in Control (unless waived
in accordance’ with Section 4(D)). Any such Election Notice shall specify a date upon
which such redemption shall occur (the “Redemption Date™); provided, fiowever, that if
the redemption is related to the passing of the Maiurity Date or a Change in Control, then
(i) the Election Notice shall be given not less than sixty (60) days nor more than ninety
(90} days prior to the requested Redemption Date, and (ii) at least thirty (30) days but not

- more than sixty (60) days prior to the Redemption Date the Corporation shall send a
netice (a “Redemption Notice™) to all holders of Series G Preferred Stock setting forth
{A) the Redemption Date, (B) the Redemption Price for the shares of Series G Preferred
Stock to be redeemed, and (C) the place at which such holders may obtain payment of
their respective portions of the Total Redemption Price upon surrender of their share
certificates, If redemption is being sought in connection with an Acceleration Event, the
Cerporatien shall set the Redernption Date on 2 date as soon as practicable following the
oceurrence of the Acceleration Event, and shall send the Redemption Notice 10 21]
holders of Series G Preferred Stock as far as practicable in advance of the Redemption
Date. The Corporation shall effect such redemption on the Redemption Date: by paying
the Redemption Price in exchange for each share of Series G Preferred Stock,
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(2) Notwithstanding the foregoing, the Corporation may decline to redeem any or
all of the Series G Preferred Stock (provided that any redemption in part shall be pre rata
across holders) and in such case, the Series G Preferred Stock shall bear cumulative
dividends at the rate of four percent (4%) of the Original Issue Price per annum on each
outstanding share of Series G Preferred Stock (the “Preferred Dividend”) from the date of
the Election Notice. Such Preferred Dividend shall be paid semi-annually on the last
business day of May and November of each year in cash. The Board of Directors shall
not pay any dividend to the holders of any other capital stock of the Corporation except
Dividend Senior Stock and the “Preferred Dividend” as defined in Section 3 of the
Corporation’s Certificate of Designation of Preferences of Series B Preferred Stock,
unless and until it has paid the Preferred Dividend on the shares of Series G Preferred
Stock to the holders of the Series G Preferred Stock,

. (3) Notwithstanding the above, any holder of Series G Preferred Stock may
convert such shares into Common Stock pursuant to Section 6(A) prior to the date
immediately preceding the Redemption Date. '

(4) For purposes of this Section% (i), an “Acceleration Event” shall consist of
(i) any judgment against the Corporation in excess of $10,000,000 uniess such judgment
is stayed within sixty (60) days of the date of such judgment; (ii) any event of default
under any indebtedness of the Corporation that causes $10,000,000 or more of such
indebledness to accelerate; or (iii) an event of bankruptey, an assignment for the benefit
of creditors or similar event. The Corporation shall, on the date an Acceleration Event
OCCUrs, OF as 500 as reasonably praeticable thereafter (but in no event later than five
(5) days following the date of an Acceleration Event), provide a written notice to ail
‘holders of Series G Preferred Stock with a description of the facts giving rise to the
Acceleration Event (the “Acceleration Event Notice™).

{B) Method of Redemption.

{i) On or prior to the Redemption Date or Optional Redemption Date, as epplicable, the
Corporation shall deposit the Total Redemption Price of the shares to be redeemed with a bank or
trust company having aggregate capital and surplus in excess of $100,000,000, as a trust fund (an
“Eligible Institution”), with irrevecable instructions and authority to the Eligible Institution to
pay, on and after the Redemption Date or Optional Redemption Date, s applicable, the
Redemption Price of the shares to their respective holders upon the surrender of their share -
certificates. Any money deposited by the Corporation pursuant to this Section 5(B) for the
redemption of shares thereafter converted into shares of Co‘gnmo'n Stock pursuant to Section 6
hereof prior to the Redemption Date or Optional REdemptior Date, as applicable, shall be
returned to the Corporation forthwith upon suéh:¢onversion. The balance of any funds deposited
by the Corporation pursuant to this Section 5(B) remaining unclaimed at the expiration of one
(1) year following the Redemption Date or Optional Redemption Date, as applicable, shall be
returned to the Corporation promptly upon its written request, and each holder of Sertes G
Preferred Stock shall thereafter look only to the Corporation for payment of the Redemption
Price. ’ . :

(ii) Each holder of shares of Series G Preferred Stock to be redeemed shall surrender such
holder’s certificates representing sich shares to the Corporation in the manner and at the place
designated in the Optional Redemption Notice or Redemption Notice, as applicable, 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 each surrendered
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certificate shall be canceled. From and after the @ptional Redemption Date or Redemption Date,
as applicable, unless there shall have been a defailltiin payment of the Redemption Price or the
Corporation is unable to pay the Total Redemption Price, afl rights of the holder of such shares as
holder of Series G Preferred Stock (except the right to receive the Redemption Price per share
without fnterest upon surrender of their certificates), shall cease and terminate with respect to
such shares; provided that in the event that any shares of Series G Preferred Stock are not
redeemed due to a default in payment by the Corporation, due to the election by the Corporation
not to effect the redemption, pursuant to Section 5(A)(i)(2), or because the Corporation does not
have sufficient legally available funds, such shares of Series G Preferred Stock shall remain
outstanding and shall be entitled to all of the rights and preferences provided herein until.
redeemed or converted. . )

(C)Limitation on Redemption, Notwithstanding anything herein to the contrary, the
Corporation shall not redeem any shares of Series G Preferred Stock unless either (i) no shares of
Liquidation Senior Stock remain outstanding, or (ii) all shares of Liquidation Senior Stock are redeemed
prior to or simultaneously with such shares of Series G Preferred Stock. 4

6. Conversion, The holders of Series G Preferred Stock shall have conversion ri ghts as follows
(the “Conversion Rights™): :

(A) Right to Convert. Each share of Series G Preferred Stock shall be convertible into
such number of fully paid and nonassessable shares of Common Stock as is determined by dividing the
Original Issue Price of such Series G Preferred Stock by the Convefsjpn Price at the time in effect for
shares of Series G Preferred Stock. The “Original Tssue yite” per share of Series G Preferred Stock is
$3.00. The “Conversion Price” per share of Series G Preféfféd Stock initially shall be equal to the
Original Issue Price, subject to adjustment from time to time as provided below.

(B) Mechanics of Conversion. Before any holder of Series G Preferred Stock shall be
entitled to convert the same into shares of Common Stock, the holder shall surrender the certificate or
certificates therefor, duly endorsed, at the office of this Corporation or of any transfer agent for the . *
Series G Preferred Stock, and shall give written notice by confirmed Facsimile or by mail, postage
prepaid, to this Corporation at its principal corporate office, of the election to convert the same and shall
state therein the name or names in which the certificats or cerfificates for shares of Common Stack {or
uncertificated shares of Common Stock represented by book-entry) are to be issued. This Corporation
shall, as soon as practicable thereafier, issue and deliver to the address of record of such holder of
Series G Preferred Stock (or such other address as the holder shall designate in writing in the notice to the
Corporation of the election to convert), or to the nominee or nominees of such holder, z certificate or

. certificates for the number of shares of Common Stock, or evidence of shares issued in book-entry form
representing the mumber 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 Series G 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 al] purposes as
the record holder or holders of such shares of Common Stock as of such date.

(C) Adiustments to Conversion Ratig for Stock Dividends and for Combinations or
Subdivisions of Common Stock, In the event that this Corpioration atany time or from time to time after
the initial issue date of the Series G Preferred Stock shaltu %‘larc or pay, without consideration, any
dividend on the Commen Stock payable in Common Stock 6r in any rightto acquire Common Stock for
1o consideration, or shall effect a subdivision of the outstanding shares of Common Stock into a greater
number of shares of Common Stock (by stock split, reclassification or otherwise than by payment of 2
dividend in Common Stock or in any right to acquire Common Stock), or in the event the outstanding
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shares of Common Stock shall be combined or consolidated, by reclassification or otherwise, into a lesser
number, of shares of Common Stock, then the Conversion Price per share of Series G Preferred Stock then
in effect shall be proportionately decteased or increased, as appropriate; provided that the Corporation
shall take no such action with respect to the Common Stock unless the Corporation shalt simultaneously
reserve out of authorized, unissued-and unreserved shares of Common Stock a sufficient mumber of shares
of Common Stock to be available for full conversion of the Series G Preferred Stock at the new
Conversion Price. In the event that this Corporation shall declare or pay, without consideration, any
dividend on the Common Stock payable in any right to zcquire Common Stock for no consideration then
the Corporation shall be deemed to have made 2 dividend:payable in Common Stock in an amount of
shares equal to the maximum number of shares issuable lipoh exercise of such rights to acquire Common
Stock.

(D) Adjustments for Reclassification and Reorganization. If the Common Stock issuzble

upon conversion of the Series G- Preferred Stock shall be changed into the same or a different number of
shares of any other-class or classes of stock, whether by capital reorganization, reclassification or
otherwise (other than a subdivision or combination of shares provided for in Section 6(C)aboveora
Change in Control that is treated as a Liquidation Event under Section 4 above), the number of shares of
such other class or classes of stock into which the Series G Preferred Stock shall be convertible shall,
concurrently with the effectiveness of such reorganization or reclassification, be proportionately adjusted
so that the Series G Preferred Stock shall be convertible into, in lieu of the number of shares of Common
Stock which the holders would otherwise have been entitled to receive, a number of shares of such other
class or classes of stock equivalent to the number of shares of Common Stock that would have been
subject to receipt by the holders upon conversion of the Series G Preferred Stock immediately before that
change; provided that the Corporation shall take no such action with respect to the Common Stock unless
the Corparation shall simultaneously reserve out of authorized, unissued and unreserved shares of the
other class or classes of stock into which such Common Stock has changed a sufficient number of shares
of stock of such class or classes to be available for full conversion of the Series G Preferred Stock.

£
(E) Rights Offerings. In the event the Corporation shall grant or shall have granted as of
the date of the filing of this Certificate of Designation any rights to subscribe for, or any rights or options
to purchase, Common Stock or any stock or other secgqi%i_ "fls_:onvertible into or exchangeable for
-Common Stock (such convertible or exchangeable stotkiokisEcurities being herein called “Convertible
Securities”), whether or not such tights or options or the ri g\Ht 1o convert or exchange any such
Convertible Securities are immediately exercisable, which rights or options do not result in any
adjustment to'the number of shares of Common Stock or other classes of stock into which the Series G
Preferred Stock can be couverted under either Section 6(C) or Section 6(I)) above, then the Corporation
shall distribute such rights or options to the holders of Series G Preferred Stock as though they were
" holders, at the time of such distribution, of that number of shares of Common Stock into which the shares
of Series G Preferred Stock held by each holder could then be converted.

(F) No Impairment. This Corporation will not, by amendment of its certificate 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 o be observed or performed hereunder by this Corporation, but will at all times i good faith
assist in the carrying out of all the provisions of this Section 6 and in the taking of all such action as may
be necessary or appropriate in order to protect the conversion rights of the holders of the Series G
Preferred Stock against impairment. i

{G) No Fractional Shares and Certificate as to Adjustments.
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3 (i) No fractional shares shall be issued upon conversion of the Series G Preferred Stock,
' and the number of shares of Common Stock to be issued shall be rounded to the nearest whole
share. Whether or'not fracticnal shares are issuable upon such conversion shall be determined on
the basis of the total number of shares of Series G Preferred Stock the holder is at the time
converting into Common Stock and the number of shares of Common Stock jssuzble upon such
aggregate conversion.

(ii) Upon the occurrence of each adjustment or readjustment of the numbser of shares of
Common Stock into which the Series G Preferred Stock can be converted pursuant to this
Section 6, this Corporation, at its expense, shall promptly compute such adjustment or
‘readjusiment in accordance with the terms hereof and prepare and furnish to each holder of
Series G Preferred Stock a certificate setting forth such adjustment or readjustment and showing

. . in detail the facts upon which such adjustment or readjustment is based. This Corporation shall,
upon the writien request at any time of any hotder of Series G Preferred Stock, furnish or cause to
be furnished to such holder a tike certificate sétting forth (A).such adjustment and readjusiment,
(B) the Conversion Price per share of Series GPy i;i"red Stock at the time in effect, and (C) the
number of shares of Common Stock and the amount, if any, of other property which at the time
would be received upon the conversion of the Series G Preferred Stock.

. (H) Notice of Record Date. In the event of any taking by this Corporation of a record of
the holcers of any class of securities for the purpose of determining the holders thereof who are entitled o
receive any dividend (other than a cash dividend) or other distribution, any right to subscribe for,
purchase or othetwise acquire any shares of stock of any class or any other securities or property, orto
receive any other right, this Corporation shall mail to each holder of Seties G Preferred Stock, at least
twenty (20) days prior to the date specified therein, a notice specifying the date on which any such 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,

(I) Reservation of Stock Issuable upon Convetsion. This Corporation shall at all times
reserve and keep available out of its authorized but unissued shares of Common Stock (or other security
into which the-Common Stock shall have been changed) solety for the purpose of effecting the conversion
of the Series G Preferred Stock such number of its shares of Common Stock {or other security) as shall
from time to time be sufficient to effect the conversion of all outstanding shares of the Series G Preferred
Stock; and if at any time the number of authorized but unissued shares of Common Stock (or other
security) shall not be sufficient to effect the conversion of all the then outstanding Series G Preferred
Stock, in addition to such other remedies as shall be available to the holder of such Series G 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 Commoyi Stock {or Gther security) to such number of
shares as shall be sufficient for such purposes. '

. {J) Notices. Any notice required by the provisions of this Section 6 to be given to the

X holders of Series G Preferred Stock shall be deemed given if deposited in the United States matl, postage

‘ prepaid, and addressed to cach holder of record at the holder’s address appearing on the books of this
Corporation. ‘ '

7. Yoting Rights.

(A) General, Except as otherwise provided herein or by law, each holder of shares of
Series G Preferred Stock shall be entitled to vote with the holders of Common Stock on an as-converted
basis as a single class with such shares of Common Stock and such other shares of capital stock that vote
with shares of Common Stock on all matlers presented for stockholder vote and shall be entiticd to notice
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* of any stockholder’s meeting in accordance with the Bylaws of ths Corporation. Fractional votes shall
not, however, be permitted and any fractional voting rights resulting from the conversion of Series G
Preferred Stock into Common Stock (in the case of each holder, after aggregating all fractional shares
held by such holder into the maximum number of whole shares) shall be rounded to the nearest whole
number (with one-half being rounded upward).

(B} Right to Nominate and Elect Ong Director. Notwithstanding anything to the contrary
in the foregoing provisions, for so long as at least 2,500,000 shares of Series G Preferred Stock remain
outstanding (subject to adjustment for any stock split, reverse steck split or similar event affecting the .
Series G Preferred Stock after the filing date hereof) the holders of a majority of the outstanding shares of
Series (¢ Preferred Stock, voting as a separate class, shall be entitled to nominate and elect one member of
the Board of Directors of the Corporation at each mesting or pursuant to each consent of the
Corporation’s stockholders for the election of directors, and to remove from office such diréctor and to
fill any vacancy caused by the resignation, death or removal of such director.

(€) Additional Voting Rights. For so long as at least 3,000,000 shares (subject to
adjustment. for any stock split, reverse stock split or similar event affecting the Series G Preferred Stock
after the filing date hereof) of Series G Preferred Stock shall be outstanding, the affirmative vote of the
holders of a majority of the outstanding shares of Series G Preferred Stock, voting as a separate class,
shall be necessary (unless, in each case, waived in writing in advance by:holders of a majority of the
outstanding shares of Series G Preferred Stock) for the Corporation‘to take, or authorizz, any of the
following actions, however effected, whether by amendsiént.of the Articles of Incorporation, this
Certificate-of Désignation or the bylaws, by merger, by consol;datlon by recapitalization or otherwise:

(i) create (by new authorization, reclassification, recapitalization, designation or
otherwise) or issue any class-or series of stock o any other securities convertible into equity
securities of the Corporation, or issued as units or in connection with equity securities of the
Corporation, having any right, preference or privilege senior to or on parity with the Series G
Preferred Stock with respect to dividends, redemption or liquidation preference, including,
without limitation, any Dividend Senior Stock, Liguidation Senier Stock or Liquidation Parity
Stock;

(if) alter or change, directly cr indirectly, whether pursuant.to an amendment, waiver,
alteration or repeal of the Corporation’s Articles of Incorporation or bylaws or otherwise, the
rights, preferences or pnvuleges of the Series G Preferred Stock so as to affect adversely such.
shares;

(iii) make any redemption, repurchase, payment or declaration of any dividend or
. distribution on any shares of capital stock of the Corporation other than the Series G Preferred
Stock (provided, however, that the foregoing shall not limit in any way the Corporation’s ability
to pay the “Preferred Dividend” as defined in Section 3 of the Corporation’s Certificate of
Designation of Preferences of Series B Preferred Stock); or

(1v) enter into any bankruptcy filing, liquidation, asst gnment for the benefit of creditors
or similar event of the Corporation or any sigﬂ‘ifg tsubsidiary of the Corporation.

8. Protective Provision. For so long as any shares of Series G Preferred Stock remain outstanding,
the Corporation shall not take any acticn to increase or decrease the authorized number of shares of
Series G Preferred Stock without the written consent of holders of not less than 60% cf the outstanding
shares of Series G Preferred Stock.
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9. Status of Converted or Redeemed Stock. In the event any Series G Preferred Stock shall be
converted pursuant to Section 6 hereof, redeecrned pursuant to Section § hereof, or returned to the
Corparation in ¢xchange for any other capital stock of the Corporation, the shares so converted, redeemed
or exchanged shall be promptly cancelled after the conversion, redemption or exchange thereof. All such
shiares shall upon their cancellation, redemption or exchange become authorized but unissued shares of
Preferred Stock and may be released as part of a new series, of Preferred Stock to be created by resolution
or resolutions of the Board of DII"CCTOTS subject 1o the,cofiditions and restrictions on issuance set forth
herein. : ’

STATE OF MiNNESOTA
DEPARTMENT OF STA
FILE

AUG 13 2012 &Q
“Vipedes Fhtohis .

= Secretary of State
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this office.

DATED_[O—-C »;(_,/‘.»
’ﬁ}s& giﬁ’féﬁ ‘%}5; iﬁ

‘&;.emf:)z?‘g’ ol State

e Jén
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EXHIBIT A

Copyrights
Description Registration/ Registration/
Application Application
Number Date
None.
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EXHIBIT B

Patents

Description Registration/ Registration/
Application Application
Number Date

System and method of aggregating data from a plurality of data | 09/697,316 10/277/00

generating machines 7,089,322

Wide Area Mobile With Multiple Routing Options 08/536,719 9/29/95
5,953,319

WIDE AREA MOBILE COMMUNICATION NETWORKS | 09/318,266 5/25/99

WITH MULTIPLE ROUTING MODE OPTIONS 6,639,898

SYSTEM AND METHOD OF TRANSMITTING DATA 09/958,752 10/12/01

MESSAGES BETWEEN SUBSCRIBER UNITS 6,947,737

COMMUNICATING WITH/BETWEEN

COMPLEMENTARY/DISPARATE NETWORKS

SYSTEM AND METHOD OF HOST ROUTING WHEN HOST | 10/440,367 5/19/03

COMPUTER IS WITHIN A HOME NETWORK AND/OR A | 7,230,944

COMPLEMENTARY NETWORK

SYSTEM AND METHOD OF POLLING WIRELESS DEVICES | 10/606,305 6/26/03

HAVING A SUBSTANTIALLY FIXED AND/OR 7,068,992

PREDESIGNATED GEOGRAPHIC LOCATION

SYSTEM AND METHOD OF QUERYING A DEVICE, 10/614,391 8/7/03

CHECKING DEVICE ROAMING HISTORY AND/OR 7,024,199

OBTAINING DEVICE MODEM STATISTICS WHEN DEVICE

IS WITHIN A HOME NETWORK AND/OR

COMPLEMENTARY NETWORK

SYSTEM AND METHOD OF QUERYING A DEVICE, 11/370,103 3/8/06

CHECKING DEVICE ROAMING HISTORY AND/OR 7,136,642

OBTAINING DEVICE MODEM STATISTICS WHEN DEVICE

IS WITHIN A HOME NETWORK AND/OR A

COMPLEMENTARY NETWORK

SYSTEM AND METHOD OF QUERYING A DEVICE, 11/370,104 3/8/06

CHECKING DEVICE ROAMING HISTORY AND/OR 7,162,238

OBTAINING DEVICE MODEM STATISTICS WHEN DEVICE

IS WITHIN A HOME NETWORK AND/OR A

COMPLEMENTARY NETWORK

COMMUNICATION SYSTEM WITH WIRELESS 09/917,937 7/31/01

ELECTRONIC MAIL OR MESSAGING INTEGRATED 6,938,099

AND/OR ASSOCIATED WITH APPLICATION PROGRAM

RESIDING ON REMOTE COMPUTING DEVICE

System For Local Monitoring 10/223,603 8/20/02
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6,904,363
System For Local Monitoring 11/141,866 5/31/05

7,043,365
Portable Data Storage Module 11/436,880 5/18/06

7,401,741
Portable Data Storage Module 12/145,093 6/24/08
Environmental Monitoring 11/436,381 5/18/06
Fleet Management System 13/174,331 6/30/11
Computer Display Terminal D306,720 3/20/1990
Portable Data Storage Module 20080251588 10/16/2008
Environmental condition monitoring of a container 20070267509 11/22/2007
Portable Data Storage Module 20070267473 11/22/2007
Data conduit 20060184613 8/17/2006
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EXHIBIT C

Trademarks
Registration/

Trademark Application Application Registration

Description Number Date Date
CROSSBRIDGE SOLUTIONS 3,636,754 11/4/2004 6/9/2009
EXEC2000 2,750,274 2/11/2002 8/12/2003
GEOLOGIC 3,216,200 1/29/2003 3/6/2007
IMOTIENT SOLUTIONS 3,125,828 11/24/2004 8/8/2008
IMOTIENT SOLUTIONS (Stylized) 3,135,051 12/29/2004 8/29/2006
MOBILEMAX?2 2,532,653 7/12/1999 1/22/2002
ROUTEVIEW 1,992,105 12/30/1994 8/6/1996
U-XAP 3,064,322 11/18/2003 2/28/2006
XATA 3,041,081 11/11/2004 1/10/2006
XATA 1,531,699 6/5/1987 3/28/1989
XATANET 3,023,645 11/11/2004 12/6/2005
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EXHIBIT D

Mask Works
Description Registration/ Registration/
Application Application
Number Date
None.
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