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Pursuant to the provisions of section 607.1006, Florida Statutes, Natural Health Trends Corp.
{ihe "Corporation™) adopts the following articles of amendmeni to its articlss of mecorporation:
: L.
1
i

ARTICLETV is herchy amended by adding the following as Part E.

PARTE
Series C Preferred Siock

Four thousand (4,000} of the 1,500,000 authorized shares of Preferred Stock of the
Corporation shall be designated Series C Preforred Stock (the “Seties C Preferred Stock™) and shall
possess the rights and privileges set forth below:
A. Par Value, Stated Value, Purchase Price and Cerfificates.

_ 1. Each share of Series C Preferred Stock shall bave a par value of $.001,
and a stated value (face amount) of One Thousand Dollars (51,000) (the “Stated Valug™),

2. The Series C Preferred Stock shall be offered at 2 purchase price of

One Thousand Dollars {$1,000) per share.

3.

Certificates representing the shares of Serics € Prelerred Stock
purchased shall be issued by the Corporation to the purchasers Immedistely upon acceptance of the
subscriptions 1o purchase such shares.

B.

Holders of the shares of Series C Preferted Stock shall be entitled to receive
out of the assets of the Corporation legully available therefor cash dividends at the rate of 10% of

the Stated Value per annum, payable upon the conversion of the shares of Common Stock. Such
dividend shall be payable in shares of Common Stock of the Corporation, ai the option of the
Corporation. 1f such dividends are paid in shares of Common Stock, then the number of shares of
Common Stock to be issued on account of the accrued dividends shall be equal to the amount of the
dividend divided by the lower of (i) the Closing Bid Price, as hercinsfter defined, on the date of
issuance (the “Fixed Conversion Price™) or (if) 75% of the Closing Bid Price,
days preccding the Notice Date, as hereinafier defined.

for the five (5) trading
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C. Liguidation Preference.

o o B T
1. In the event of any liquidation, dissolution or wuﬁmg%tﬁbf 1@ <
Corporation, either voluntary or involuniary (a “Ligmidation™), the Holders of shares of B Setiesd ™
C Preferred Stock then issued and ouistanding shall be entitled to be paid owt of the asset@@ihe - <
Corporatior availuble for distribution to its shareholders, whether from capital, surpius or edrmgs, -
} before any payment shall be made to the Holders of shares of the Common Stock or upon any@ﬁgr ‘Q
1 serics of Preferred Stock of the Corporation junior to the Series € Preferred Stock, an amouw o
i share equal to the sum of (i) the Stated Value and (ii} an amount equal to ten percent (10%) of e
Stated Valus multiplied by the fraction N/363, where N equals the number of days clapsed since fill
payment for the shares of Series C Preferved Stock. If, upon any Liguidation of the Corporation, {he
aassts of the Corporation available for distribution to ity sharcholders shali be insufficient to pay the
Holders of shares of the Series C Preferred Stock and the Holders of any other series of Prefened
Stock with a liquidation preference equal to the liguidation preference of the Series C Preferred
Stock the full amounts to which they shall respectively be entitled, the Holders of' shures of the
Series C Preferred Stock and the Holders of any other serics af Preferred Stock with a liquidation
preference equal to the liquidation preference of the Serics C Preferred Stock shail receive all the
assets of the Corporation available for distribulion and each snch Holder of the Series C Preferred
Stock and the Holders of any other scries of proferred stock with a liquidation preference squal to
the liquidation preference of the Series C Proferred Stock shall share ratably in any distribution in
aceordance with the amounts due such sharehiolders. After payment shall have been made to the
Holders of shares of the Series C Prefemed Stock of the full amount to which they shall be eniiiled,
as aforcsaid, the Holders of shares of the Series C Preferred Stock shall be entifled to no further
distributions thereon and the Holders of shares of the Comtnon Stock and of shares of any other _
series of stock of the Corporation shall be entitled to share, according to their respective rights and
preferences, in all remaining assets of the Corporation available for distribution to its shareholdors,

2. A merger or consolidation of the Corporation with or into any other
corporalion, or a sale, lease, exchange, or transfer of all or any part of the assets of the Corporation
which shall not in fact result in the lquidation (in whole or in part) of the Corporation and the
disiribution of ifs assets to its shareholders shall not be deemed to be a voluntary or involuntary
liquidation {in whole or in part), dissolution, or winding-up of the Corporation.

D. Conversion of Scries C Proferred Stock,

The Holders of Serics C Preferred Stock shall have the following conversion
rights:

1. Right o Convert. Each sharce of Series C Preferred Stock shall be
convestible, on the Conversion Dates and at the Conversion Prices set forth below, into fully paid
and nonassessable shares of Comion Stock (sometimes referred to herein as “Clonversion Shures™).

2. Mechanics of Conversion, Commencing (i) sixty (60) days after the
issuance of the shares of Serics C Preferred Stock in the case of the Repulation Id Olfering as

nhic\sgrneTies-chart-ame. 0L -2= - -
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described in the Subscription A greemennt between the Holder and the Compary or (if) fordy ane (41)

days afler the date of the issnance of shares of Series C Preferred Stock in the case of the Regulation

S Offering described in the Subscription Agroement between the Holder and the Company, sach

i Holder of Series C Prefexred Stock who desites to convert the same into shares of Common Stock
shall provide notice (the “Conversion Notice™) via telecopy (or an orginal) to the Corporation. The
cerfificaie or certificates representing the shares of Seriss C Preferred Stock for which conversion
1s elected, shall accompany the Conversion Notice. The date upon which 2 Conversion Notice is
received by the Corparation shall be a “Notice Date.”

The Corporation shall use all reasonable efforts to issue and deliver within
five (5) busincss days after the Notice Date, to such Holder of Series C Preferred Stock af the address
of the Holder on the stock books of the Corporation, a certificate or ¢ertificates for the number of
sharcs of Conmmon Stock te which the Holder shall be entitled as aforesaid.

e A e

3. Lost or,_Stolen Certificates. Upon teceipt by the Corporation of
evidence of the loss, destruction, theft or tutilation of any Sevies C Preferred Stock certificates (the
“Certificates”™) and (in the case of loss, theft or destruction) of indemmity or security reasonably
satisfactory to the Corporation, and upon swrrender and cancellation of the Certificates, 1f mutilated,
the Corporation shall exceute and deliver new Series C Preferred Stock Certificates of like tenor and
date, However, the Corporation shall not be obligated to re-issue such lost or stolen Serics C —
Preferred Stock Certificates if the Holder therecf contemporaneously requests the Corporation to
conver such Series C Preferred Stock into Common Stock, in which event the Corporation shatl
be entitle 1o rely on un affidavit of loss, destruction or theft of the Scries C Preferred Stock
Certificate or, in the case ol mutilation, tender of the mutilated certificate, and shall issue the
Conversion Shares,

4, Conversion Period. The Seres C Preferred Stock shall bocome
convertible into shares of Common Stock at any time commencing (i) sixty (60) days after the
issyance of the shares of Series C Preferred Stock in the case of the Regulation D Offering as
described in the Subscription Agreement beiween the Holder and the Company ot (i7) forty one 4D
days alter the date of the issnance of shares of Series C Preferred Stock in the ease of the Regutation
§ Offering desetibed in the Subscriplion Agreement between the Holder and the Company.

5. Conversion Formula/Conversion Price.  Each share of Series C
Preferred Stock shali be convertible into the number of Conversion Shares based upon 2 conversion
price (the “Conversion Price™) equal to the lower of (i) the Closing Bid Price of the Common Stock
on the dale of issuance of the shares of Series C Prefirred Stock or (if) 75% of the average Closing
Bid Price of the Common Stock for the five (5) trading days immediately preceding the Notice Dais,
For purposes hereof, the term “Closing Bid Price” shall mean the closing bid price on the NASDAQ
SmallCap Stock Market (“NASDAQ") as reporicd by Bloomberg, LP, or ifno longer traded thereon,
the closing bid price on {he principal national securities exchange on which the Common Stack is
50 traded.

nhicAagr\airies-chart-amd, 01 =3-
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(a) Tn the event that the Cozporation shall at any time afler the date of
1ssuance of the Serics (2 Preferred Stock: (i) declars a dividend on the outstanding Common Stock
payable in shares of its capital stock; (if} subdividc the outstanding Common Stock; {(iit) combine
the outstanding Common Stock into 2 smaller number of shares; or {iv) issue any shares of its capital
stock by reclassification of the Cominon Stock (including any such reclassification in connection
with a consolidation or merger in which the Corporation is the continuing corporation), then, in cach

. case, the Fixed Conversion Price per share in cffect at the time of the record date for the

: detormination of stockholders enfitled to receive such dividend or distribution or of the effective date
olsuch subdivision, combinstion, or reclassification shall be adjusted go that it shall equal the price
determined by multiplying such Fixed Conversion Price by a fraction, the numerator of which shall
be the number of shares of Common Siock outstanding immediately ptior to such action, and the
denominator of which shall be the number of shares of Common Stock outstanding afler giving
effcct to such action. Such adjustment shall be made successively whenever any cvent listed above
shall uoour and shall become effective at the close of business on such record date or at the close of
business on the date immediately preceding such effective date, as appiicable,

6. Automafic Conversion. Each sharc of Series C Preferred Stock
outstanding twenty four (24) months from the date of isszance awtomatically shall be converled info
Common Stock based upon the Conversion Price then in effect, and such date shall be deemed (o
be the Notice Date with respect to such conversion,

7. No Fractional Shares. If any conversion of the Scries C Preferred
Stack would create a fractional share of Commeon Siock or a right to acquire a [ructional share of
Common Stock, such fractional share shall be disregarded and the number of shares of Common
Stock issuable upon conversion, if the aggregate, shall be the next higher pumber of shares.

8. Limzitation on the lssuance of shares of Common Stock. inno event
shall the Corporation be required to issuc more than 7,676,085 shares of Common Stock upon the
conversion of the shares of Series C Preferred Stock unless the stockholders of the Corporation
approve the issuance of edditional shares of Cerumon Siock upon the conversion of the sharcs of
Series C Preferred Stock or The NASDAQ Stock Market, Inc. (“NASDAQ™ waives the
tequirements of Markel Place Rule 4460¢)(1)(1). In the event that 7,676,085 shares of Common
Stock have been issuad vpon the conversion of the Series C Preferred Stock, and (1)) NASDAQ has
not waived the requirements of Market Place Rule 4460(i)( 1}{D} or (ii} the stockholders have not
approved the issuance of additional shares of Corarnon Stock, then any shares of Series C Preferred
Stock that remain unconverted shall, at the election of the Holder, be redeemed by the Corporation
at a redemption price equal to 125% porcent of the sum of (i) (he face amount of the shares of Series
C Preferred Stock and (i) an amount equal to any accrucd and unpaid dividends thereon, within five
{5) business days of the Holder’s elcetion. The Corporation agrees to take such corporate action as
may be necessary 1o obtain the approval of the stockholders 1o issue additional shares of Common
Stock upon the conversion of the shates of Series € Prefrred Stock,

ohic\agrserios-oart-amd. 01 whu
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9. Conversion Defaults.

(@)  Inthe event that the Conversion Shares arc not delivered per
the writlen instructions of the Holder, within five {5) business days afler the Notice Date, then in
such event the Corporation shall pay to Holder one percent {1%) of the Sitated Value in cash or
shares of Cormmaon Stock, based upon the Conversion Price, at the aption of the Purchaser, of the

shares of Series C Preferred Stock being convertod per each day after the fifth husiness day -
following the Notice Date that the certificates for the Conversion Shares are not delivered.

(b)  To the extent that the fajlure of the Corporation io issue the
Conversion Shares is due (o the unavailability of authorized but unissued shares of Cotmon Stock,
the provisions of this Section 9 shall not upply but instead the pravisions of Section 10 shall apply,

(¢ The Carporation shall make any vash payments in inmediately
available funds or issue such shares of Common Slock incurred under this Section 9 within three (3)
business days from the date of issuance of the applicable shares of Common Stock, Nothing hercin
shall limil a Holder's right to pursue actual damages or cancel the conversion for the Corporation’s
failure to issue and deliver Commean Stock to the Holder within len (10} business days after the
Notice Date,

(dy  iftheoriginal certificaie(s) representing the Conversion Sharcs
have not been delivered to the Holder within ten {10) busincss days after the Notice Date, the
Conversion Noiice shall become mull and void at the option of the Holder.

10.  Lack of Authorized Shares. If, at any time a Holder submits a Notice
of Conversion and the Corporation does fot have sulficient anthorized but unissued shares of
Common Stock availablc to effect, in full, a conversion of the shares of Series C Preferred Stock {(a
"Conversion Default"), the date of such defuult being reforrad to hercin as the "Conversion Delault
Date”), the Corporation shall issue to the Holder all of the shares of Common Stock which arc
available, and the Notice of Conversion 4s to any shates of Series C Preferred Stack requested to be
converted but rot converted (the “Uneonverted Shares™), upon Holder's solc option, may be decmed
null and void. The Corporation shall provide nolice of such Conversion Default ("Notice of
Conversion Default") to all existing Holders of ouistanding shares of Series C Prelerred Stock, by
facsimile, within one (1) business day of such default (with the original delivered by overnight or
two day courier), and the Holder shall give notice to the Corporaticn by facsimile within five (5)
business days of receipt of the original Notice of Conversion Default (with the otiginal delivercd by
overnight or two day courier) of its election to either nullify or confirm the Notice of Conversion.

The Corporation agrees to pay all Folders of outstanding shares of
Series C Preferred Stock payments for a Conversion Defult ("Conversion Default Paymuonts”} in
the amount of (N/365) x {.24) x the initial Stated Value of the swstanding und/or tendered but not
converted shares of Series C Preferred Stock held by each Holder where N = the number of days
from the Conversion Defauli Date to the date (the "Authorization Date") that the Cotporation
authorizes a sufficient number of shares of Common Stock to effect convession of all remainin P’

nltchaprsorics-g\art-amed 41 =5
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shares of Series C Preferred Siock by the filth day of the following calendar month, The
Corporation shall send notice ("Authorization Notice") to each Holder of ouistarxling shares of
Series C Preferred Stock that additional shares of Common Stock have besn anthorized, the
Authorization Date and the amount of Holdar's acerued Conversion Defanlt Payments, The acorued
Conversicn Default Payments shall be paid in cash or shall be convertible info sharcs of Common
Steck at the Conversion Price, at the Holder's option, payable as follows: (3 it the event Holder

: elects to take such payment in cash, cash payments shall be made to such Holder or (i) in the event

” that the Holder elccts to take such payment in Commeon Stock, the Holder may convert such payment

: amount into Comman 3tock at the Conversion Price at snytime after the Sfth day of the calendar
month following the month in which the Authorization Notice was received, until the expiration of
the twenty four month (24) conversion period,

Nothing herein shall limit the Holder's zight 10 pursue actuz] damages
for the Corporation's failure to maintuin a sufficient number of* authorized shares of Cortmon Stock.

1. Limilafion on Conversion. Execpt in the case of ihe provisions
containgd in Section 6, in no event shall the Holder be entitled to convert any shares of Series C
Preferred Stock in excess of that number of shares of Series C Preferred Stock upon conversion ol
which the sum of (1) the mumber of shares of Commion Stock beneficially owned by the Holder and
tts affiliates (other than shares of Common Stock which may be desmed beneficially owned through
the ownership of the unconverted portion of the shares of Series C Preferred Stock), and (2) the
number of shares of Commmon Stock issuable upon the conversion of the shares of Series C Proferred
Stock with respect to which the determination of this provision is being made, would result in
beneficial ownarship by the Holder and its affiliates of ' more than 4.9% of the outstanding shares of
Common Stock of the Corporation. For purposes of this provision, beneficial ownership shall be
determined in accordance with Section 13(d) of the Securities Exchange Act of 1934, as amended,
and Regulation 13 D-G thereunder, except as otherwise provided in clause (1} above,

12, Reservation of Stock Issuable Upon Conversion. The Corporation
shall at all times reserve and keep available out of its authorized but unissued shares of Common
Stock, solely for the purpose of effecting the conversion of the shares of the Serics C Preforred
Stock, such number of its shares of Common Stock as shall from time (o time be sufficient to effcot
the conversion of all then outstanding shares of Serics C Preferred Stock: and if at any tirne the
number of authorized but unissued shares of Common Stock shall not be sufficient to effect the
conversion of all then outstanding shares of the Series C Preferred Stock, the Corporation will take
such corporate action as thay be fiecessary to increase its authorized but wmnissued shares of Comman
Stock to such number of shares as shail be sufficient for such purpose, '

E. Yoling. Except as otherwisc provided below or by the Florida Statules, the
Hoiders of the Scries C Preferred Stock shall kave no voting powcer whatsoever, and no Holder of
Series C Preferred Stock shall votz or otherwise participate in any proceeding in which action shail
e taken by the Corporation or {he shareholdets thereof or be entitled to nofification as to any
meeting of the Board of Directors or the shareholders,

nhictagrserics-clar-amd. 0l -G~
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i F. Protective Provigions. So long as shares of Series € Preferred Stock ae
outstanding, the Corporation shall not, without first obtaining the approval (by vole or written
consent, as provided by law) of the Holders of at least seveniy-five pereent (75%) of the then
outstanding sharcs of Series C Preforred Stock:

1. alter or change the rights, preferences or privileges of the Series C
Preferred Stock so as to affect adversely the Series C Preferred Stock:

2. do any act or thing not authorized or conternplated by this Article IV
which would result in taxation of the Holders of sharcs of the Series C Praferred Stock under Section
305 of the Internal Revenue Code o[ 1986, as smended {or any comparable provision of the Intornal
Revenue Code as hereafier from Hime fo time amendcd); or

3. etiler into a merger in which the Corposation is not the surviving
corporation; provided, however, that the provisions of ihis subparagraph (3) shall not be applicable
to any such merger if the authorized capital stock of the surviving corporation immediately after such
merger shail include only classes or series of stock for which no such consent or votc would have
been required pursuant to this section if such class or series had been authorized by the Corporation
mmmedigtely priot to such merger or which have the same rights, preferences and limitations and
authotized amount as a class or serics of stock of the Corporation authorized (with such consent or
vole of the Series C Preferred Stock) prior to such merger and continuing as an authorized class or
series at the lime thereof.

G. Status of Converted Stock. In the event any shares of Series C Preferred
Stock shall be converied as contemplated by this Asticle TV, the shares so convertod shall be

canceled, shall return to the status of authorized bui unissued Preferred $tock of o designated class
ot series, and shall not be issuable by the Corporation as Series C Prefetred Stack.

H.  Taxcs, All shares of Common Stock issued upon conversion of Series C
Preferred Stock will be validly issued, fully paid and nonassessable. The Corporation shall pay any
and all documentary stamp or similar issue ot transfer taxes that mgy be payable in respect of any _
issus or delivery of shares of Common Stock or: conversion of Series C Preferred Stock pursuant
hereto. The Corporation shall not, however, be required to pay any tax which may be payable in
tespect of any tramsfer involved in the issue and delivery of shares of Common Stock in a nane olher
than that in which the Series C Preferred Stock 8o converted wore registered, and no such issue or
delivery shall be made unless and until the persen requesting such trangfer has paid 1o the
Corporation the amount of any such tax or has established to the satisfaction of the Corporation that
such tax has been paid or that no such tax is payable. The Corporation shall adjust the amount of
dividends paid or accrued sa as to indemnify the Holders of Series C Preferred Stock againsi any
withholding or similar tax in respect of such dividends.

rhic\agriserios-clart-and 01 -7-
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1I.  These Articles of Amendment of Articles of Incorporation were adopted by the Board
of Directors without sharcholder action and shareholder action was not required on April 1, 1998,

Signed on April 1, 1998

NATURAL HEALTH TRENDS CORP.

By:

Nam@; Neal R. Heller -
Title: President «27 d/7Reets R




