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NATURAL HEALTH TRENDS CORP, AN

Pursuant to the provisions of section 607.1006, Florida Statutes, Natural Ficalth Trends Corp.
(the “Corporation”) adopls the following articles of amendment to its articles of incorporation:

L. ARTICLE 1V 1s hereby amended by adding the following as Parl J.

PART]
Senes I Preferred Stock

Five Hundred Sixteen (516) of the 1,500,000 authorized shares of Preferred Stock of
the Corporation shall be designated Series I Prefetred Stock (the “Series I Preferred Stock™) and shall
possess the rights and privilcges set forth below:

A.  Par Valuc Stated Value, Purchase Price and Certificates.

1. Bach share of Scries I Preferred Stock shall have a par value of $.001,
and a stated valuc (face amount) of One Thousand Dollars (31,000) (the “Stated Value™),

2. The Series I Preferred Stock shall be offered al a purchase price of One
Thousand Dollars ($1,000) per share,

3. Certificates reprcsenting the sharcs of Series 1 Preferred Stock
purchased shall be issucd by the Corporation to the purchascrs immediately upon acceptance of the
subscriptions to purchase such shares.

B.  Dividends.

Holders of the sharcs of Sexies I Preferred Stock shall be entitled to receive
out ol the assets of the Corporation legally available therefor cash dividends at the rate of 10% of
the Stated Value por annum, payable upon (he conversion of the sharcs of Common Stock. Such
dividend shall be payable in sharcs of Common Stock of the Corporation, at the option of the
Corporation, I such dividends are paid in shares of Common Stock, then the number of shares of
Common Stock 1o he issued ot account of the accrued dividends shall be equal to the amount of the
dividend divided by the average Closing Bid Price, for the five (5) trading days preceding the Notice
Date, as hereinafter defined.
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L. In the event of any liquidation, dissolution or winding-up of the
Corporation, either voluntary or mvoluntary (a “Liquidation™), the Holdcrs of shares of the Series
I Proferred Stock then issued and outstanding shall be cntitled to be paid out of the assels of the
Corporation available for distribution to its sharcholders, whethcr from capital, surplus or carnings,
before any payment shall be made to the Holders of shares of the Common Stock or upon any other
serics of Preferred Stock of the Corporation junior to the Series I Preferred Stock, an amount per
share equal to the sum of (i) the Stated Value and (i) an amount equal to eight percent (8%) of the
Stated Value multiplicd by the fraction N/365, where N equals the number of days elapscd since full
payment for the sharcs of Series I Preferred Stock. If, upon any Liquidation of the Corporation, the
assets of the Corporation available for distribution to its shareholders shall be insufficient to pay the
Holders of shascs of the Series I Preferred Stock and the Holders of any other series of Preferred
Stock with a liquidation preference equal to the liquidalion prefercnce of the Serics T Preferred Stock
the full amonnts to which they shall respectively be cntitied, the Holders of shares of the Series 1
Preferred Stock and the Holders of any other series of Preferred Stock with a liquidation preference
equal to the liquidation preference of the Serics 1 Prefered Stock shalt receive all the assets of the
Corporation available for distribution and each such Holder of thie Series T Preferred Stock and the
Holders of any other serics of preferred stock with 2 liquidation prefercuce cqual to the liquidation
preference of the Serics | Preferred Stock shall share ratably in any distribution in accordance with
the amounts due such shareholders. After payment shall have been made to the Holders of shares of
the Series I Préferred Stock of the filll amount to which they shall be entitled, as aforesaid, the
Holders of shares of the Serics | Preferred Stock shall be entitled to no further distributions thereon
and the Holders of shares of the Common Stock and of shares of any other sexies 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 sharcholders.

2, A merger or consolidation of the Corporation with or into any other
corporation, 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 liquidation (in whole or in part) of the Corporation and the
distribution ol ils assets to its sharehoiders shall not he deemed to be a voluntary or involuntary
liquidation (in. wholc or in part), dissotution, or winding-up of the Corporation,

D.  Conversion of Serics | Preferred Stock.
The Holders of Scries I Preferred Stock shall have the following conversion
rights:

1. Right to Convert. Each share of Series I Preferred Stock shall be
converlible, on the Conversion Dates and at the Conversion Prices set forth below, into fully paid
and nonassessablc shares of Common Stock (sometimes roferred to hetcin as “Conversion Shares”).

2. Mechanics of Conversion. Each Holder of Scries 1 Preferred Stock

who desires to convert the same into shares of Common Stock shall provide notice (the “Conversion
Noticc”) via telecopy (or an original) to the Corporation. The certificate or certificates representing

nhitc\serica-tast-anxl.t
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the shares of Series T Preforred Stock for which conversion is elected, shall accompany the
Conversion Notice. The date upon which a Conversion Notice is received by the Corporation shall

be a “Notice Date.”

The Corporation shall usc all reasonable efforts to issue and deliver within
{ive (3) busincss days after the Notice Date, to such Holder of Seties I Preferred Stock at the address
of the Holder on the stock books of the Corporation, a certificate or certificates for the number of
shares of Common Stock to which the Holder shall be entitled as aforesaid.

3. erfi. . Upon receipt by the Corporation of
evidence of the loss, destrugtion, theft or mutilation of any Serics 1 Preferred Stock certificates (the
“Certificates™) and (in the casc of loss, theft or destruction) of indemnity or security reasonably
satisfactory to the Corporation, and upon surrender and cancellation of he Certificates, if mutilated,
the Corporation shall cxecute and deliver new Serics 1 Preferred Stock Certificates of like tenor and
date. However, the Corporation shall not be obligated to re-issue such lost or stolen Series I
Proferred Stock Certificates if the Holder thereof contemporaueously requests the Corporation io
convert such Series | Preferred Stock into Common Stock, in which event the Corporation shall be
entitlc to rely on an affidavit of loss, destruction or theft of the Series I Preferred Stock Certificate
or, in the case of mutilation, tender of the mutilated certificate, and shall issue thc Conversion
Shares.

4, Conversion Period. The Series T Preferred Stock shall become
convertible into shares of Common Stock at any time commencing sixty (60) days afler the issuance
of the shares of Series 1 Preferred Stock.

5. Conversion Formula/Conversion Price. Each share of Series !
Preferred Stock shall be convertible into the number of Conversion Shares based upon 2 conversion
price (the “Conversion Price”) equal to the average Closing Bid Price of the Common Stock lor the
five (5) trading days immediately preceding the Notice Date. For purposes hereof, the term “Closing
Bid Price” shall mean the closing bid price on the NASDAQ SmaflCap Stock Market (“NASDAQ”™)
as reported by Bloomberg, LP, or i no longer traded thercon, the closing bid price on the principal
national securities oxchange on which the Common Siock is so traded.

6. Automatic_ Conversion. Bach share of Series I Preferred Stock
onistanding twenty four (24) months from the date of isswance automatically shall be converted into
Comumon Stock based upon the Conversion Price then in effect, and such date shall be decmed to
be the Notice Date with tespect to such conversion.

7. No Fractional Shares. [f any conversion of the Series I Preferred Stock
would crcate a fractional share of Common Stock or a right to acquirc a fractional 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 number of sharcs.

8.  Limitation on lhe Issuance of ghares of Common Stock. In no event
shall the Corporation be required to issue more than 20% of the number of sharcs of Common Stock

nlteerics-twre-omd.0n
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outstanding on the date of issuance of the Series [ Preferred Stock npon the conversion of the shares
of Serics | Preferred Stock unless the stockholders of the Corporation approve the issnance of
additional shares of Common Stock upon the conversion of the shares of Series I Preferred Stock
or The NASDAQ Stock Market, Inc, (“NASDAQ”) waivcs the requircments of Market Place Rule
4460(i)(1)(D). In the event that 20% of the number of shares of Common Stock outstanding on the
date of issuance of the Series I Preferved Stock have been issucd upon the conversion of the Series
| Preferred Stock, and (i) NASDAQ has not waived the requirements of Market Place Rule
4460} 1)(D) or (ii) the stockholders have not approved the issuance of additional sharcs of
Coummon Stock, then any sharcs of Series 1 Preferred Stock that remain unconverted shall, at the
election of (he Holder, be redeemed by the Corporation at 2 redemption price equal to 133% percent
of the sum of (i) the face amount of the shares of Sexies I Preferred Stock and (ii) an amount cqual
to any accrued and unpaid dividends thereon, within five (3) business days of the Holder’s election.
The Corporation agrees to take such corporate action as may be neccssary to obtain the approval of
the stockholders to issue additional shares of Coramon Stock upon the conversion of the shares of
Series I Prefcrred Stock.,

9. Conversion Defaults.

(2)  Inthe event that the Conversion Shares are not delivered per
the written instructions of the Holder, within five (5) business days afler the Notice Date, then in
such event the Corporation shall pay to Holder onc percent (1 %) of the Stated Value im cash or
sharcs of Commeon Stock, based upon the Conversion Price, at the option of the Purchaser, of the
shares of Series I Preferred Stock being converied per each day after the fifth business day following
the Notice Dale thal the certificates for the Conversion Shares are not delivered.

(6)  To the cxient that the failurc of the Corporation Lo issue the
Conversion Shares is due to the unavailability of authorized but unissued sharcs of Common Stock,
the provisions of this Section 9 shall not apply but instcad the provisions of Section 10 shall apply.

(c)  The Corporation shall make any cash payments i immediately
available funds or issue such shares of Common Stock incurred under this Section 9 within three (3)
business days from the date of issuance of the applicable shares of Common Stock. Nething herein
chall limit a Folder's right to pursue actial damages or cancc] the conversion for the Corporation’s
failure to issuc and deliver Common Stock to the Holder within ten (10) business days after the
Notice Date. =

(d)  Iftheoriginal certificate(s) representing the Conversion Sharcs
have not been delivered to the Holder within len (10) busincss days after the Notice Date, the
Conversion Notice shall become null and void at the option of the Holder.

10.  Lack of Authorized Shares. If; at any time a Holder submits a Nofice
ol Conversion and the Corporation does not have sufficient authorized but unissued shares of
Comrmon Stock available to effect, in full, a cogversion of the shares of Scries T Preferred Stock (a
“Conversion Default™), the date of such default being referred to herein as the “Conversion Default
Date™), the Corporation shall issue to the Holder all of the shares of Common Stock which are

nhichsenica-hart-amd.D1
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available, and the Notice of Conversion as to any shares of Scrics I Preferred Stock requested to be
conveited but not converted (the “Unconverted Shares”), upon Holder’s sole option. may be deemed
null and void. The Corporation shall provide notice of such Conversion Default (“Notice of
Conversion Default”) to all existing Holders of outstanding shares of Serics I Preferred Stock, by
facsimile, within one (1) business day of such delzult (with the original delivered by overnight or
two day couricr), and the Holder shall give notice to the Corporation by facsimile within five (5)
business days of eceipt of the original Notice of Conversion Default (with the original delivered by
overnighl or two day courier) of its election to either nullify or confirm the Notice of Conversion.

The Corporation agrecs to pay all Holders of outstanding shares of Serics [
Preferved Stock payments for a Conversion Default (“Conversion Defanlt Paymcnts™) in the amount
of (N/365) x (.24) x the initial Stated Value of the outstandin g and/or tendered but not converted
sharcs ol Series I Preferred Stock held by each Holder where N = the number of days from the
Conversion Default Date to the date (the “Authorization Date™) that the Corporalion authorizes a
. sufficicot number of shares of Common Stock to effect conversion of all remaining shares of Serjes
1 PreJerred Stock by the fifth day of the following calendar month. The Corporation shall send noticc
(“Authorization Notice™) to each Holder of outstanding shares of Series 1 Preferred Stock that
additional shares of Common Stock have been anthorized, the Authorization Daic and ihe amount
of Holder’s acerued Conversion Default Payments, The accrned Conversion Default Paymenis shall
be paid in ¢ash or shall be convertible into shares of Common Stock at the Conversion Price, at the
Holder’s option, payable as follows: (i) in the event Holder elects to take such payment in cash, cash
payments shall be made to such Holder or (ii) in the event that the Holder elects to take such
payment in Common Stock, the Holder may convert such payment amount into Common Stock at
the Conversion Price at anytime after the fifth day of the calendar month following the month in
which the Authorizalion Nolice was received, until the cxpiration of the twenty four month (24)
conversion period.

Nothing herein shall limit the Holder’s right to pursue actual damages
for the Corporation’s failure to maintain a sufficient number of authorized shares of Common Stock.

1. Limilation_on Conversion. Except in the case of the provisions
contained in Section 6, in no event shall the Holder be entitled o convert any shares of Scries T
Preferred Stock in excess of that number of shares of Series I Preferred Stock upon conversion of
which the sum of{1) the numbser of shares of Common Stock beneficially owned by the Holder and
its affiliates (other than shares of Common Stock which may be deemed beneficially owned through
the owncrship of the unconverted portion of the shares of Series T Preferred Stock), and (2) the
number of shares of Common Stock issuable upon the conversion of the sharcs of Serjes [ Preferred
Stock with respect to which (he determination of this provision is being made, would result in
beneficial ownership by the Holder and its aifiliates 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, cxcept as otherwise provided in clause (1) above.

' 12 Redemption. The Company shall have the option to redeem the Series
T Preferred Stock for an amount equal to the stated value plus accrued and unpaid dividends.

nhte\eries-Nart-onxl. 0l
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13. Reservation of Stock Issuable Upon Conversion, The Corporation shall
at all times reserve and keep available out of jts authorized but unissued shares of Common Stock,
solely for the purposc of effecting the conversion of the shares of the Series I Preferred Stock, such
number of its shares of Common Stock as shall from time to time be sufficicn to effect the
conversion of all then outstanding shares of Series [ Preferred Stock; and if at any time the nhumber
of anthorized but unissued shares of Common Stock shall not be sufficient to effect the conversion
of all then outstanding shares of the Series I Preferred Stock, the Corporation will take such
corporate action as may be necessary to increase its authorized but unissued shares of Common
Stock to such number of shares as shall be sufficient for such purposc.

meeting of the Board ol Directors or the sharcholders,

F. Profective Pravjgions. So Jong as shares of Series I Preferred Stock are
outstanding, the Corporation shall not, without frst obtaining the approval (by vote or written
consenl, as provided by law) of the Holders of at loast seventy-five percent (75%) of the then
ouistanding shares of Scries I Preferred Stock:

1. alter or chunge the rights, preferences or privileges of the Serics 1
Preferrcd Stock so as to affect adversely the Scries [ Preferred Stock;

2. do any act or thing not authorized or contemplated by this Article IV
which would resull in taxation of the Holders of shares of the Series I Preferred Stock under Section
305 of the Intemnal Revenue Code of 1986, as amended (or any comparablc provision of the Internal
Revenue Code as hereafter from timge to time amended); or

3. cnter into 2 merger in which the Corporation is not the surviving
corporation; provided, howcver, that the provisions of this subparagraph (3) shall not be applicable
to any such merger ifthe authorized capital stock of the surviving corporation immediately after such
merger shall include only classes or series of stock for which no such consent or vote would have
been required pursuant to this section if such class o series had been authorized by the Corporation
immediately prior to such merger ot which have the same rights, preferences and limitations and
authotized amonnt as a class or series of stock of the Corporation authorized (with such consent or
vote of the Series I Preferred Stock) prior to such merger and continuing as an authorized class or
serics al the time thereof,

G. Stotus of Converted Stock. In the event any shares of Series I Preferred Stock
shall be converted as contemplated by this Article IV, the sharcs so converied shall be canceled, shall
retum to the status of anthorized but unissucd Preferred Stock of no designated class or serics, and
shall not be issuable by the Corporation as Series Preferred Stock,

H Taxes. All shares of Common Stock issued upon conversion of Series I

nhto\scrice-Rarl-unnd, 0
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Preferred Stock will be validly issued, fully paid and nonasscssable, The Corporation shall pay any
and all documentary stamp or similar issue or transfer taxes that may be payable in respect of any
issue or delivery of shares of Common Stock on conversion of Series I Proferred Stock pursuant
hereto. The Corporation shall not, however, be required to pay any tax which may be payable
respect of any transfer involved in the issue and delivery of shares of Common Stock in a name other
than that in which the Series I Preferred Stock so converted were registered, and no such issue or
delivery shall be made unless and until the person requesting such transfer has paid to 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 shail adjust the amount of
dividends paid or accrued so us to indemnify the Holders of Scries I Preferred Stock agains( any
withholding or similar tax in respuct of such dividends.

M. These Articles of Amendment of Articles of Incorporation were adopted by the Board of
Directors without shareholder action and shareholder action was not required on April 15, 1999,

Signed on July 22, 1999

NATURAL HEALTH TRENDS CORP.
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