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TQ: Amendment Section
Division of Corporations

T7ES
724

NAME OF CORPORATION:

DOCUMENT NUMBER: -

The enclosed Ars, of Amendment and fee are subsmitted for filing.

ing this matier to the fallqwing:

M N

(Neme of Contact Pﬁrsnn)

Mpa_lcl Bt Alewna bidys Gae

(Flor Company)

277 Qﬁu»(&))*::dg)%/#///
‘%ﬂf LD»\{?( )\ VA !5"235\

(ACity! State/ and Zip Code)

Please return all correspondence co

For further information concerning this matter, please call:

j’b b!asw &Sﬁ_)@& B0

(Name of Contact Person} {Area Code & Daytime Telephone Number)
% is a check for the following amount:
335 Filing Fea 1 $43.75 Filing Fee & O $43.75 Filing Fee & C1$52.30 Fjling Fae
Certificate of Status Certifled Copy Certificats of Starus
(Additional copy is Certified Copy
encioged) (Additional Copy
is #nclosed)
Amendmen: Section Amendment Section
Division of Corporations Division of Carporations
£.0. Box 6327 409 E. Gaines Strest

Tallahasses, FL 32314 Tallahassee, FL 32399



Articles of Amendment
to

Aurticles of Incorporation
of

World Health Altematives, Inc.
{MName of corporation as currently filed with the Floride Dept. of State)

PO2000016508
(Document number of corporation (Hknown)

Pursuant to the provisions of section 607,1006, Florida Statutes, this Florida Profit Corporation
adopts the following amendment(s) to its Articles of Incorporation:

[4) if changing):

{Miust contain the word “corparation,” “eompany,” or “incorporated* or $he abbreviation "Corp.,* *inc.,* er "Co.")
{A professional corporation must contain the word "chartered”, "professional association,” or the abbreviation “P.A.“)

AMENDMENTS ADQPTED- (OTHER THAN NAME CHANGE) Indicate Article Number(s)
and/or Article Title(s} baing amended, added or deleted: {BE SPECIFIC)

Article [V; Additional [anguage.

{Attach additlonal prges if necessary)

If an amendment provides for exchenge, reclassification, or cancellation of issued shares, provisions
for implementing the amendment if not contained In the amendment itselft (if not applicable, indicate N/A)

{cantinued)



The date of each amendment{s) adoption: Decomber 18, 2004

Effective date if applicable; December 15, 2004
(s10 more than 90 days after amendment file datr)

Adoption of Amendment(s) (CHECK ONE)

[1 The amendment(s) was/were approved by the shareholders. The number of votes cast for
the amendment(s) by the shareholders was/were sufficient for approval.

[ The amendment(s) wasfwere approved by the shareholders through voting groups. The
following siatement must be separaiely provided for each voting group entitled ta vote
separately on the amendment(s):

“The number of votes cast for the amendment{s) weas/were sufficient {or approval by

[voting group)

K1 The amendment(s) was/were adopted by the board of directors without shareholder action
and sharsholder action was not required.

[0 The amendment(s} was/were adopted by the incorporators without shareholder action and
shareholder action was not required.

selscted, by an incorporator - If in the hands of a receiver, trustes, ar othcr court
appointed fiduciary by that fiduciary)

S C \

(Typed ot printed name of parson signing)

T

(Title of person signing)

FILING FEE: 535



WORLD HEALTH ALTERNATIVES, INC.

CERTIFICATE OF DESIGNATION OF PREFERENCES,
RIGHTS AND LIMITATIONS
OF
SERIES A CONVERTIBLE PREFERRED STOCK

PURSUANT TO SECTION 607.0602 OF THE
FLORIDA GENERAL CORPORATION LAW

The undersigned, Richard McDonald, do hereby certify
that:

1, He is the President, of WORLD HEALTH ALTERNATIVES, INC., a Florida
corporation (the “Corporation”).

2. The Corporation is authorized to issue 10,000,000 shares of preferred stock, 0
of which have been jssued.

3. The following resolutions were duly adopted by the Board of Directors:

WHERFEAS, the Certificate of Incorporation of the Corporation provides for a class of
its anthorized stock Jmown as preferred stock, comprised of 10,000,000 shares, $0.001 par
value, issuable from time to time in one or more series;

WHEREAS, the Board of Directors of the Corporation is authorized to fix the
dividend rights, dividend rate, vating rights, conversion rights, rights and terms of
redemption and liguidation preferences of any wholly unissued series of preferred stock
and the number of shares constituting any Series and the designation thereof, of any of
them; and

WHEREAS, it is the desire of the Board of Directors of the Corporation, pursuant to
its authority as aforesaid, to fix the rights, preferences, restrictions and other matters
relating to a series of the preferred stock, which shall consist of, except as otherwise set
forth in the Purchase Agreement, up to 13,000 shares of the preferred stock which the
corporation has the authority to issue, as follows:

NOW, THEREFCRE, BE IT RESOLVED, that the Baard of Directors does hereby
provide for the issuance of 2 series of preferred stock for cash or exchange of other
securities, rights or propesty and does hereby fix and determine the rights, preferences,
restrictions and other matters relating to such series of preferred stock as follows:



TERMS OF PREFERRED STOCK.

Section 1. Designation, Amount and Par Valye. The series of preferred stock
shall be designated as its SERIES A Convertible Preferred Stock (the “Preferred Stock™)
and the number of shares so designated shall be 13,000 (which shell not be subject to
increase without the consent of all of the holders of the Preferred Stock (each, a “Holder”
and collectively, the “Holderg™). Each share of Preferred Stock shall have a par value of
$0.001 per share and = stated value equal to $1,000 (the “Stated Value™). Capitalized temms
not otherwise defined herein shall have the meaning given such terms in Section 8 hereof.

" Section 2. Dijvidends.

(a) Holders shall be entitled to receive and the Corporation shall pay,
cumulative dividends at the rate per share (as a percentage of the Stated Value per
share) of 8% per annum (subject to incresse pursuant to Section 7(a)) payable
quarterly on March 1, June 1, September 1 and December 1, begipning with
December 31, 2006, the first such date after the Original Issue Date, and on any
Conversion Date or redemption date pursuant to the terms hereunder {except that, if
such date is not a Trading Day, the paymemnt date shail be the next succeeding
Trading Day){“Dividend Payment Date™. The form of dividend payments to each
Holder shall be made in the following order: (i) if funds are legally available for the
payment of dividends and the Equity Conditions have nct been met, in cash only,
(ii) if funds are legally available for the payment of dividends and the Equity
Coanditions have been met, at the sole election of the Corporation, in cash or shares
of Common Stock which shall be valued solely for such purpose at 30% of the
average of the 20 VWAPs immediately prior to the Dividend Payment Date; (iii) if
funds are not legally available for the payment of dividends and the Equity
Conditions have been met, in shares of Conunon Stock which shall be valued at
90% of the average of the 20 VWAPs immediately prior to the Dividend Payment
Date; (iv} if funds are not Iegally available for the payment of dividends and the
Equity Conditions relating 1o registration have been waived by such Holder, as to
such Holder only, in unregistered shares of Common Stock which shall be valued at
90% of the average of the 20 VWAPs immediately prior to the Dividend Payment
Date; and (v} if funds are oot legally available for the paymeni of dividends and the
Equity Conditions have not been met, then, at the election of such Holder, such
dividends shall accrue to the next Dividend Payment Date or shail be accreted to the
outstanding Stated Velue. The Holders shall have the same rights and remedies
with respect to the delivery of any such shares as if such shares were being issued
pursuant to Section 5. On the Closing Date the Corporation shall have notified the
Holders whether or not it may lawfully pay cash dividends. The Corporation shall
promptly notify the Holders at any time the Corporaticn shall become able or
unable, as the case may be, to lawfully pay cash dividends. If at any time the
Corporation has the right to pay dividends in cash or Common Stock, the
Corpotation must provide the Holder with at least 20 Trading Days® notice of its
election to pay a regularly scheduled dividend in Comraon Stock. Dividends on the



Preferred Stock shall be calculated on the basis of a 360-day year, shall accrue daily
commencing on the Original Issue Date, and shall be deemed to accrue from such
date whether or not earned or declared and whether or not there are profits, surplus
or other funds of the Corporation legally available for the payment of dividends.
Except as otherwise provided herein, if at any time the Corporation pays dividends
partially in cash end partially in shares, then such payment shall be distributed
ratgbly among the Holders based upon the number of shares of Preferred Stock held
by each Holder. Any dividends, whether paid in cash or shares, that are not paid
within three Trading Days following a Dividend Payment Date shall continue to
accrue and shall entail a [ate fee, which must be paid in cash, at the rate of 18% per
annum or the lesser rate permitted by applicable law (such fees to accrue daily,
from the Dividend Payment Date through and including the date of payment).

(o) So long as any Preferred Stock shall remain outstanding, neither the
Corporation nor any Subsidiary thereof shall redeem, purchase or otherwise acquire
directly or indirectly any Junior Securitics. So long as any Preferred Slock shail
remain outstanding, neither the Corporation nor any Subsidiary thereof shall
directly or indirectly pay or declare any dividend or make any distribution (other
then & dividend or distribution described in Section 5 or dividends due and paid in
the ordinary course on preferred stock of the Corporation at such times when the
Corporation Is in compliance with its payment and other obligations hereunder)
upon, nor shall any distribution be made in respect of, any Junior Securities so long
as guy dividends due an the Preferred Stock remain unpaid, nor shall any monies be
set aside for or applied to the purchase or redemption (through a sinking fund or
otherwise)} of any Junior Securities or shares peri passu with the Preferred Stock.

{¢) The Corporation acknowledges and agrees that the capital of the
Corporation (as such term is used in Section B of the General Corporation Law of
Florida} in respect of the Preferred Stock and any future issuances of the
Corporation’s capital stock shall be equal to the aggregate par value of such
Preferred Siock or capital stock, as the case may be, and that, on or afier the date of
the Purchase Agreement, it shall not increase the cepital of the Corporation with
Tespect to any shares of the Corporation’s capital stock issued and outstanding on
such date. The Corporation also acknowledges and agrees that it shall not create
any special reserves under the General Corporation Law of Florida without the prior
writien consent of each Holder,

Section 3. Voting Rights. Except as otherwise provided herein and as otherwise
requited by law, the Preferred Stock shall have no voting rights. However, so long as any
shares of Preferred Stock are outstanding, the Corporation shall not, without the affirmative
vote of the Holders of the shares of the Preferred Stock then outstanding, (a) alter or change
advetsely the powers, preferences or rights given to the Preferred Stock or alter or amend
this Certificate of Designation, (b) authorize or create any class of stock ranking as to
dividends, redemption or distribution of assets upon a Liguidation (as defined in Section 4)
senior to or otherwise pari passu with the Preferred Stock, () amend its certificate of
incorporation or other charter documents so as to affect adversely any rights of the Holders,



(d) increase the suthorized number of shares of Prefexred Stock, or (e) enter into any
agreement with respect to the foregoing.

Section 4. Liguidatiop. Upon any liquidetion, dissolution or winding-up of the
Corporation, whether veluntary or involuntary (a “Liguidation™), the Holders shall be
entitled to receive oul of the assets of the Corporation, whether such assets are capital or
surplus, for each share of Preferred Stock an amount equal to the Stated Value per share
plus any accrued and unpaid dividends thereon and any other fees or liquidated damages
owing thereon before any distribution or payment shall be made to the holders of any
Junior Securities, and if the assets of the Corporation shall be insufficient to pay in full
such amounts, then the entire assets to be distributed to the Holders shall be distributed
among the Holders ratably in accordance with the respective amounts that would be
payable on such shates if all amounts payable thereon were paid in full. A Fundamental
Transaction or Change of Coatrol Transaction shall not be treated as a Liquidation, The
Corporation shall mail written notice of any such Liquidation, not less than 45 days prior to
the payment date stated therein, to each record Holder,

Section 5. Conversion.

(a) (i) Conversions at Option of Holder. Each share of Preferred Stock
shall be convertible into that number of shares of Common Stock (subject to
the limitations set forth in Sections 5¢(a)(ii) and (iii}) determined by dividing
the Staied Value of such share of Preferred Stock by the Set Price, at the
option of the Holder, at any time and from time to time from and after the
Original Issuc Date. Holders shall effect conversions by providing the
Corporation with the form of conversion notice attached hereto as Annex &
(2 “Notice of Conversion™. Each Notice of Conversion shall specify the
number of shares of Preferred Stock to be converied, the number of shares
of Preferred Stock owned prior to the conversion at issue, the number of
shares of Preferred Stock owned subsequent to the cenversion at issue and
the date on which such conversion is to be effected, which date may not be
prior to the date the Holder delivers such Notice of Conversion to the
Corporation by facsimile (the “Convergion Date™). If no Conversion Date is
specified in & Notice of Conversion, the Conversion Date shall be the date
that such Notice of Conversion to the Corporation is deemed delivered
hereunder, The calculations and entries get forth in the Notice of Conversion
shall control in the absence of manifest or mathematical error.

(i) Beneficial Ownership Limitation. The Corpotation shall not
effect any conversion of the Preferred Stock, and the Holder shali not have
the right to convert any portion of the Preferred Stock to the extent that after
giving effect to such conversion, the Holder (together with the Holder's
affiliates), as set forth on the applicabic Notice of Conversion, would
beneficially own in excess of 4,99% of the number of shares of the Common
Stock Outstanding immediately after giving effect to such conversion. For
purposes of the foregoing sentence, the number of shares of Common Stock




beneficially owned by the Holder end its affiliates shall include the number
of shares of Common Stock issuable upon conversion of the Preferted Stock
with respect to which the determination of such sentence is being made, but
shall exclude the mumber of shares of Common Stock which would be
issuable upon (A} conversion of the remaining, nonconverted Stated Value
of Preferred Stock beneficially owned by the Holder or any of its affiliates
and (B) exercise or conversion of the unexercised or nonconverted portion
of any other securities of the Corporation (including the Warzants) subject tor
a limitation on conversion ot exercise analogous to the limitation contained
herein beneficially owned by the Holder or any of its affiliates. Except as
set forth in the preceding sentence, for purposes of this Section 3(a)(if),
beneficial ownership shall be caloulated in accordance with Section 13(d) of
the Exchange Act. To the extent that the limitation contained in this Section
5(a)(ii} =applies, the determination of whether the Preferred Stock is
convertible (in relation to other securities owned by the Holder together with
any affiliates) and of which shares of Preferred Stock is convertible shall be
in the sole discretion of such Holder, and the submission of a Notice of
Conversion shall be deemed o be such Holder’s determination of whether
the shares of Preferred Stock may be converted (in relation to other
securities owned by such Holder) and which shares of the Preferred Stock is
convertible, in cach case subject to such aggregate percentage limitations.
To ensure compliance with this restriction, the Holder will be deemed to
represent to the Corporation each time it delivers a Notice of Cemversion
that such Notice of Conversion has not violated the restrictions set forth in
this paragraph and the Corporation shall have no obligation to verify or
confirm. the accuracy of such determination. For purposes of this Section
5{a)(il}, in determining the number of outstanding shares of Common Stock,
the Holder may rely on the number of outstanding shatres of Common Stock
as reflected in the most recent of the following: (A) the Corporation’s most
recent Form 10-Q or Form 10-K, as the case may be, (B} a more recent
public announcement by the Corporation or (C) any other notice by the
Corporation or the Corporetion’s transfor agent setting forth the aumber of
shares of Common Stock Ouistanding. Upon the written or oral request of
the Holder, the Corporation shall within two Trading Days confirm crally
and in writing to the Holder the number of shares of Common Stock thepn
outstanding. In any case, the mumber of ouistanding shares of Common
Stock shall be determined after giving effect to the conversion or exercise of
securities of the Corporation, including the Preferred Stock, by the Holder or
its affiliates since the date as of which such number of putstanding shares of
Common Stock was reported. The provisions of this Section 5(a)(ii) may be
waived by the Holder upon, st the election of the Holder, not less than 61
days’ prior notice to the Corporation, and the provisions of this Section
S(a)(ii) shall continue to apply until such 61st day (or such later date, as
determined by the Holder, as may be specified in such notice of waiver).




(i) Limitation on Number of Shares Issuable. Notwithstanding
anything herein to the contrary, the Corporation shall not issue to any
Holder any shares of Common Stock, Including pursuant to any rights
herein, including, without Iimitation, any conversion rights or right 1o issue
shares of Common Stock in payment of dividends, to the extent such shares,
when added to the number of shares of Common Stock issued or issusble
(A) upon conversion of any shares of Preferred Stock pursuant to Section
5(2)(1) and (B) upon exercise of those certain watrants issued pursuant to
that certain Securities Purchase Agreement would exceed 19.999% of the
Corporation’s autstanding Common Stock immediately prior o the Closing
Date or such greater sumber of shares of Common Stock permitied pursuant
to the corporate governance rules of the Principal Market that is at the time
the principal trading exchange or market for the Cominon Stock, based upon
share volume, as confirmed in writing by counsel to the Corporation (the
“Maximum Aggregate Share Amount™), unless the Corporation first obtains
shareholder approval permitting sueh issuances in accordance with the
Pripcipal Market rules (“Shareholder Approval™). Each Holder shall be
entitled to a portion of the Maximum Aggregate Share Amount equal to the
quotient obtained by dividing () such the number of shares of Preferred
Stock initially purchased by suck Holder by (y) the aggregate number of
shares purchased by all Holders. Such portions shail be adjusted upward
ratably in the event all of the shares of Preferved Stock of any Holder are no
longer outstanding. If at any time the number of shares of Common Stock
which could, notwithstanding the limitation set forth herein, be issuable and
sold to all Holders during the following 12 months (assuming ali dividends
are paid in shares of Common Stock during such period of determination
based upon the VWAP at the time of any such determination) equals or
exceeds the Maximum Aggregate Share Argount, then the Corporation shail,
subject to any requirements in the Purchase Agreement to act sooner, obtain
the Shareholder Approval applicable to such issuance as soon as is possibile,
but in any event not later than the 75" day after the date in which the
Corporation determines {or is notified by any Holder) that the Maximum
Aggregate Share Amount could be exceeded and shall continue to seck to
obtain Shareholder Approval every 75 days until such Sharebolder Approval
is obtained. If the Corporation shail have failed to obtain the Shareholder
Approval on or prior to the initial 75™ day after the date in which the
Corporation determines {or is aotified by a Holder) that the Maximum
Aggregate Share Amount would be exceeded, then the dividend on the
Prefersed Stock shall thereafter be 15% per annum until such Shareholder
Approval {s obtained.

{b) (i) Not later than three Trading Days after each Conversion Date (the
“Share Delivery Date™), the Corporation shall deliver to the Holder (A) a
certificats or centificates which, after the Effective Date, shall be free of
restrictive legends and trading restrictions {other than those required by



Section 4.1 of the Purchase Agreement) representing the number of shares
of Common Stock being acquired upon the conversion of shares of Preferred
Stock, and (B) a bank check in the amount of accrued and unpaid dividends
(if the Corporation has elected or is required to pay accrued dividends in
cash), After the Effective Date, the Corporation shall, upon request of the
Holder, deliver any certificate or certificates required to be delivered by the
Corporation under this Section electronically through the Depository Trust
Corporetion or another established clearing corporation performing similar
functions. If in the case of any Notice of Conversion such certificate or
certificates are not delivered to or as directed by the applicable Holder by
the third Trading Day after the Conversion Date, the Holder shall be entitled
to elect by written notice to the Corporation at any time on or before its
receipt of such certificate or certificates thereafter, to rescind such
conversion, in which event the Corporation shall immediately return the
certificates representing the shares of Preferred Stock tendered for
conversion.

(ii) The Corporation’s obligations to issue and deliver the
Conversion Shares upon conversion and redemption of Prefarred Stock in
accordence with the terms hereof are absolute and unconditional,
irrespective of any action or {naction by the Holder to enforce the same, any
waiver or consent with respect to any provision hereof, the recovery of any
judgment against any Person or any action to enforce the same, or any
setofl, counterclaim, recoupment, limitaton or termination, or any breach or
alleged breach by the Holder or any other Person of any obligation io the
Corporation or any violation or aileged violation of law by the Holder or any
other person, and irrespective of any other circumstance which might
otherwise limit such obligation of the Corporetion to the Holder in
comsseciion with e issusce of such Conversion Shares. I thc eveni a
Holder shall elect to convert any or all of the Stated Value of its Preferred
Stock, the Corporation may not refuse conversion based on any claim that
such Holder or any ortte associated ot affiliated with the Holder of has been
sngaged in any violation of law, agreement or for any other reason, untess,
sn injunction from a cowt, on notice, resiraining and or enjoining
conversion of all or part of this Preferred Stock shall have been sought and
obtained and the Corporation posts a surety bond for the bemefit of the
Holder in the amount of 150% of the Stated Value of Preferred Stock
outstanding, which s subjeer ©o the injunction, which hond shall remain in
effect until the completion of arbitration/itigation of the dispute and the
proceeds of which shall be payable to such Holder to the extent it obtains
judgment. In the absence of an injunction precluding the same, the
Corporation shall issue Conversion Shares or, if applicable, cash, upon a
properly noticed conversion. If the Corporation fails to deliver to the Holder
such certificate or certificates purswant to Section S5(b)(3) by the Share
Delivery Date applicable to such conversion, the Corporation shall pay 1o
such Holder, in cash, as liquidated damages and not as a penalty, for each



$5,000 of Stated Value of Preferred Stock being converted, $50 per Trading
Day (increasing to $100 per Trading Day after 3 Trading Days and
increasing to $200 per Trading Day 6 Trading Days after such damages
begin to accrue) for each Trading Day afier the Share Delivery Date until
such certificates are delivered. Nothing herein shall Yimit a Holder’s right o
pursue actual damages for the Corporation’s failure to deliver centificates
representing shares of Common Stock upon conversion within the period
specified herein and such Holder shall have the right to pursue all remedies
available to it hereunder, at law or in equity including, without limitation, &
decree of specific performance and/or injunctive relief.

(iii) If the Corporation fails to deliver to the Holder such certificate
or certificates pursuant to Section 5(b)(i) by a Share Delivery Date, and if
after such Share Delivery Date the Holder purchases (in an open market
transaction or otherwise) Common Stock to deliver in satisfaction of a sale
by such Holder of the Conversion Shares which the Holder was entitled to
receive upon the conversion relating to such Share Delivery Date (a “Buy-
In™), then the Corporation shall pay in cash to the Holder the amount by
which (x) the Holder's iotal purchese price (icluding brokerage
commissions, if any) for the Common Stock so purchased exceeds (y) the
product of (1) the aggregate number of shares of Common Stock that such
Holder wzs entitled (o receive from the conversion at issue multiplied by (2)
the price at which the sell order giving rise to such purchase obligation was
executed. For example, if the Holder purcheses Common Stock having a
total purchase price of $11,000 to cover a Buy-ln with respect to an
atiermpted conversion of sheres of Preferred Stock with respect to which the
aggregate sale price giving rise to such purchase obligation is $10,000,
under clause [A) of the immedintely preceding sentence the Corporation
shafl be required to pay the Holder $1,000. The Holder shall provide the
Corporation written notice indicating the amounts payable to the Holder in
regpect of the Buy-In, together with applicable confirmations and other
evidence reasonably requested by the Cotporation. Nothing herein shall
limit 2 Holder’s right to pursuz any other remecdies available to it hercunder,
at law or in equity including, without limitation, 2 decree of specific
performance and/or infunctive relief with respect to the Corporation’s faiture
to timely deliver certificates representing shares of Common Stock upon
conversion of the shares of Preferred Stock as required pursnant to the terms
hereofl

(€} (i) The conversion price for each share of Preferred Stock shall equal
$3.00 (the “Set Price™), subject to adjustment below.

(iiy if the Corporation, at any time while the Preferred Stock is
outstanding: (A) shall pay a stock dividend or otherwise make o distribution
or disiributions on shares of its Common Stock or any other equity or equity
equivalent securitics payable in shares of Common Stock and the Series A



Preferred Stock, provided the terms of such issuance of interest or
dividends, as the case may be, is not amendad after the Original Issue Date
10 an effective conversion price less than the then Set Price, (B) subdivide
outstanding shares of Common Stock into a larger number of shares, (C}
gombine (including by way of reverse stock split} outstanding shares of
Common Stock into a smaller number of shares, or (D) issue by
reclassification of shares of the Common Stock any shares of capitel stock
of the Corporation, then the Set Price shall be multiplied by a fraction of
which the numerator shall be the number of shares of Common Stock
{excluding treasuty shares, if any) outstanding before such event and of
which the denominator shall be the number of shares of Commeon Stock
Ouitstanding after such event. Any adjustment made pursuant to this Section
shall become effective immediately after the record date for the
determination of stockbolders entitled to receive such dividend or
distribution and shaill become effeclive immediately after the effective date
in the case of a subdivision, combination or reclassification.

(fify  if the Corporation, at any time while the Preferred Stock is
outstanding, shall issue rights, options or warrants to all holders of Common
Stock (and not to Holders) entitling them to subscribe for or purchase shares
of Common Stock at a price per share less than the VWAP at the record date
mentioned below, then the Set Price shall be mutdplied by a fraction, of
which the denominator shall be the number of shares of the Common. Stock
Oustanding on the date of issuance of such rights or warauis plus the
number of additional shares of Comron Stock offered for subscription or
purchase, and of which the numerator shali be the number of shares of the
Common Stock Outstanding on the date of issuance of such righis or
warrants plusg the number of shares which the aggregate offering price of the
total number of shares so offered (assuming receipt by the Corporation in
full of all consideration payable upon exercise of such rights, options or
warranis) would purchase at such VWAP. Such adjustment shatl be made
whenever such rights or warranis are issued, and shall become effective
immediately after the record date for the determination of stockholders
entitled to receive such rights, options or warrants,

{iv)  if the Corporation or any subsidiary thereof at any time while
any of the Preferred Stock is outstanding, shall offer, sell, grant any option
or warrant to purchase or offer, sell or grant emy right to reprice its
securities, or otherwise dispose of or issue {or announce any offer, sale,
grant or any option to purchase or other disposition) any Common Stock or
any equity or equity equivalent securities (including any equity, debt or
other instrument that is at any time over the life thereof convertible into or
euchangeable for Common Stock) (collectively, “Common _Stock
Eguivalents™) entitling any Person io acquire shares of Common Siock, at an
effective price per share less than the Set Price (such lower price, the “Base
Conversiop Price™ and such issuances collectively, a “Dilutive Issuyance™),




as adjusted hereunder (if the holder of the Common Stock or Cemmon
Stock Equivalent so issued shall at any time, whether by operation of
purchase price adjustments, reset provisions, floating conversion, exercise or
exchange prices or otherwise, or due to warrants, options or rights per share
which are issued in comnection with such issuance, be entitled to receive
shares of Common Stock at a effective price per share which is less than the
Set Price, such issuance shall be deemed to have oceurred for less than the
Set Price), then the Set Price shall be reduced to equa] the Base Conversion
Price. Such adjustment shall be made whenever such Common Stock or
Common Siock Equivalenis are issued. The Corporation shall notify the
Holder in writing, no later than the Busimess Day following the issuancs of
eny Common Stock o Common Stock Equivalents subject to this section,
indicating therein the applicable issuance price, or of applicable reset price,
exchange price, conversion price and other pricing terms (such notice the
“Dilutive Jssuance Notice™). For purposes of clarification, whether or not
the Corporation provides a Dilutive Issuance Notice pursuamt to this Section
7(b}, upon the occurrence of any Dilutive Issuance, after the date of such
Dilutive Issuance the Holder is eniitled to receive a number of Conversion
Shares based wpon the Base Conversion Price regardiess of whether the
Holder accurately refers to the Base Conversion Price in the Notice of
Conversion

{(v)  if the Corporation, at eny time while the Preferred Stock is
outstanding, shall distribute to el holders of Common Stock {and not to
Holders) evidences of its indebiedness or assets or rights or warrants to
subseribe for or purchase any security other than the Common Stock {which
shall be subject to Section 5(¢)(iii}, then in each such case the Set Price shall
be adjusted by multiplying the Set Price in effect immediately prior to the
record date fixed for determination of stockholders entitled to receive such
distribution by a fraction of which the derominator shall be the VWAP
determined as of the record date mentioned above, and of which the
numerator shall be such VWAP on such record date less the then per share
fair merket value at such record dete of the portion of snch assets or
evidence of indebtedness so distributed applicable to one outstanding share
of the Commeon Stock as detetmined by the Board of Directors in good faith.
In either case the adjustments shall be described in a stalemeni provided to
the Holders of the portion of assets or evidences of indebtedness so
distributed or such subscription rights applicable to one share of Common
Stock. Such adjustment shall be made whenever any such distribution is
made and shall become effective immediately after the record date
mentioned abhove.

(vi)  All calculations under this Section 5(c) shall be made to the
nearest cent or the nearest 1/100th of a share, as the case may be. The
number of shares of Common Steck outstanding &t any given time shall not
include shares owned or held by or for the account of the Corporation, and
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the disposition of any such shares shall be considered an issue or sele of
Common Stock. For purposes of this Section 5(¢), the number of shares of
Common Stock deemed to be owstanding (the “Common Stogk
Outstanding™) as of a given date shall be the sum of the number of shares of
Common Stock (excluding treasury shares, if any) issued and outstanding.

(vii) Notwithstanding anything io the contrary herein, no
adjustment shatl be made hereunder in cormection with an Exempt [ssuance.

(viii} Whenever the Set Price is adjusted pursuant to this Section
the Corporation shall promptly mail to each Holder, a notice setting forth the
Set Price after such adjustment and setting forth a brief statement of the
facts requiring such adjustment. If the Corporation issues a varigble rate
security, despite the prohibition thereon in the Purchase Agreement, the
Corporation shafl be deemed o have issued Common Stock or Common
Stock Equivelents at the lowest possible conversion or exercise price st
which such securities may be converted or exercised in the case of a
Varizble Rate Trausaction (as defined in the Purchase Agreement). or the
lowest possible adjustment price in the case of an MFN Transaction (as
defined in the Purchase Agreement).

Section 6. Omitled,
Section 7. Redemption Upon Triggering Events.

{2) Upon the occurrence of a Triggering Event, each Holder shall (in
addition to all other rights it may have berennder or under applicable law) have the
right, exercisable at the sole option of such Halder, to require the Carporation to, (i)
with regpect to the Triggering Events set forth in Sections 7(b)iii), (v), (vif), (ix),
(x)}(as to voluntary filings only) and (xii)), redeem all of the Preferred Stock then
held by such Holder for a redemption price, in cash, equal to the Triggering
Redemption Amount; or, (i) at the option of the Holder and with respect to the
Triggering Events set forth in Sections 7(b)(), (), ({¥), (vi), (D), (N)(as 1o
involuntary filings only) and (xi), either {A) redeem all of the Preferred Stock then
held by such Holder for a redemption price, in shares of Common Stock, equal to a
number of shares of Common Stock equal to the Triggering Redemption Amount
divided by 75% of the average of the 10 VWAPs immediztely prior to the date of
election hereunder or (B) increase the dividend on all of the ouistanding Preferred
Stock held by such Holder to equel 18% per anoum thereafter. The Triggering
Redemption Amount, in cash or in shares, if the Corporation elects clauses (i) or
(ii)(B) above, shall be due and payable or issuable, as the case may be, within 5
Trading Days of the date on which the notice for the payment therefor is provided
by a Holder (the “Triggering Redempiion Pavmept Dale™). 1f the Corporation fails
to pay the Triggering Redemption Amount hereunder in full pursuant to this Section
on the date such amount is due in accordance with this Section (whether in cash or
shares of Common Stock), the Corporation will pay interest thereon at a rate of 18%
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per annum (or such lesser amount permitted by applicable law), accruing daily from
such date until the Triggering Redemption Amount, plus all such interest thereon, is
paid in full. For purposes of this Section, a share of Preferred Stock is outstanding
until such date as the Holder shall have received Conversion Shares upon a
conversion (or attemptesd conversion) thereof that meets the requirements hereof or
has been paid the Triggering Redemption Amount plus all accrued but unpaid
dividends and all accrued but vnpaid liguidated damages in cash.

“Triggeting Event” means any one or more of the (ollowing events
(whatever the reason and whether it shall be voluntary or involuntary or effected by
operation of law or pursuant to any judgment, decree or order of any court, or any
order, rule or regulation of any administrative or governmental body):

(i) the failure of 2 Conversion Shares Registration Statement to be
declared effective by the Commission on or prior to the 180® day affer the
Original Issue Date;

(ii) if, during the Effectiveness Period, the effectiveness of the
Conversion Shares Registration Statement lapses for any reason for more
than an aggregate of 25 calendar days (which need not be consecutive days)
during any 12 month period, or the Holder shall not be permitted to resell
Registrable Securities under the Conversion Shares Registration Statement
for more than an aggregate of 25 calendar days (which need not be
consecutive days) during any 12 month period;

{iii} the Comporation shall fail 1o deliver certificaies representing
Conversion Shares issuable upon a conversion hereunder that comply with
the provisions hereof prior to the 5" Trading Day after such shares ate
required to be delivered hercunder, or the Corporation shall provide written
notice to any Holder, including by way of public atnouncement, at any time,
of its infention not to comply with requests for conversion of any shares of
Preferred Stock in accordance with the ierms hereof;

(iv) one of the Events (as defined in the Registration Rights
Agreement) described In subsections (i), (i} or (iil) of Section 2{c) of the
Registration Rights Agreement shall not have been cured to the satisfaction
of the Holders prior to the expiration of 30 days from the Event Date {as
defined in the Registration Rights Agreemnent) relating thereto (other than an
Event resolting from a failure of a Conversion Shares Registration
Statement to be declared effective by the Commission on or prior to the
180th day after the Original Issue Date, which shall be covered by Section

7(b)();

(v} the Corporation shall fail for any reason to pay in full the amount
of cash due pursuant 1o a Buy-In within 5 days afier notice therefor is
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delivered hereunder or shall fail to pay all amounts owed on account of an
Fvent within five days of the date due;

(vi) the Carporation shall fail to have available a sufficient number
of authorized and unreserved shares of Common Stock to issue to such
Holder upon a conversion hereunder;

{vi) tbe Corporation shall fail to cbserve or perform any other
covenant, agreement o warranty contained in, or otherwise commit any
breach of the Transacrion Documents, and such failure or breach shall not, if
subject to the possibility of a cure by the Corporation, have been remedied
within 30 calendar days after the date on which writien notice of such failuce
or breach shall have been given;

(viif) ‘ any breach of the agreements delivered to the initial Holders at
the Closing pursuant to Section 2 2{a)(vi) of the Purchage Agreement;

(ix) the Corporation shall redeem more than a de minimis number
of Junior Securities;

(x} the Corporation shall be party to a Change of Control
Transaction;

(z1) there shall have occurred a Bankrupicy Event;

(xil) the Common Stock shall fail to be listed or quoted for trading
on a Principal Market for more than 5 Trading Days, which need not be
consecutive Trading Days; or

(xiii) [the failure of the Corporation to submit an application to list
the Common Stock on an alternative Principal Market within 7 Trading
Days of the occurrence of a Triggering Event pursuant to clause (xi} of this
Seetion 7(b} or the failure of the Corporation to use its best efforts to obtain
such listing afier the application is filed with an altermnative Principal
Market.] [only need if true equity]

Section 8. Definitiops. For the purposes hereof, the following terms shall have
the following meanings:

“Alternate Copsideration” shall have the meaning set forth in Section 9.

“Bankruptcy Event™ means any of the following events: (8) the Corporation
or any Significant Subsidiary (as such term is defined in Rule 1.02(s) of Regulation
3-X} thereof commences a case or other proceeding under any bankruptey,
reorganization, arrangement, adjustment of debt, relief of debtors, dissolution,
insolvency or liquidation or similar law of any jwisdiction relating 10 the
Corporation or any Significant Subsidiary thereof; {b) there is commenced against
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the Corporation or any Significant Subsidiary thereof any such case or proceeding
that is not dismissed within 60 days afier commencement; (c} the Corporation or
any Significant Subsidiary thereof is adjudicated insolvent or bankrupt or any order
of relief or other order approving any such case or proceeding is entered; (d) the
Corporation or any Significant Subsidiary thereof suffers any appointment of any
custodian or the like for it or any substantial part of its property that is not
discharged or stayed within 60 days, {¢) the Corporation or any Significant
Subsidiary thereof makes a general assignment for the benefit of creditors; (f) the
Corporation or any Significant Subsidiary thereof calls a meeting of its creditors
with a view to arranging & composition, adjustment or restructuring of its debts; or
(g} the Corporation or any Significant Subsidiary thereof, by any act or failure to
act, expressly indicates its conseni to, approval of or acquiescence in any of the
foregoing or takes any corporate or other action for the purpose of effecting any of
the foregoing.

“Base Copversion Price” shall have the meaning set forth in Section
5(eX(v), '

“Buy-Ig” shall have the meaning set forth in Section 5(b)(ii).

“Change of Control Tragsaction™ means the occurrence after the date hereof
of any of {a) an acquisition after the date hereof by an individual or legal entity or
“group” (as described in Rule 13d-5(b}(1) promulgated under the Exchange Act) of
effective conirol {(whether through legal or beneficial ownership of capitai stock of
the Corporation, by contract or otherwise} of in excess of 33% of the voting
securities of the Corporation, or (b) a replacement at one time or within a one year
pericd of more than ope-baif of the members of the Corporation’s board of directors
whick is not approved by a wmajority of those individuals who are members of the
board of directors on the date hereof (or by those individuals who are serving as
members of the board of directors on any date whose nomination to the board of
directors was approved by a majority of the members of the board of directors who
are members on the date hereof), or (¢) the execution by the Corporation of an
agresment to which the Corporation is a party or by which it is bound, providing
for any of the events set forth above in (&} or (b).

“Closing™ means closing of the purchase and sale of the Preferred Stock.

“Closing Date” means the Trading Day when all of the Tramsaction
Documents have been executed and delivered by the applicable parties thereto, and
all conditions precedent to (i} the Holders® obligations to pay the Subscription
Amount and (ii) the Corporation’s obligations to deliver the shares of Preferred
Stock and Warrants have been satisfied or waived.

“Cornmission™ means the Securities and Exchange Commission,
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“Commen Stock™ means the Corporation’s common stock, par value $0.01
per share, and stock of any other class into which such shares may hereafier have
been reclassified or changed.

“Common Stock Qutstanding”™ shafl have the meaning set forth in Section
5(c)(vi).

“Conversion Amount” means the sum of the Stated Value at issve.
“Conversion Date™ shall bave the meening set forth in Section 5(5)(i).

“Copvergion Shares” means, collectively, the shares of Common Stock inro
which the shares of Preferred Stock are convertible in accordance with the terms
hereof.

“Conversion Shares Registration Statement™ means a registration statement
that meets the requirements of the Registration Rights Agreement and registers the

resale of all Conversion Shares by the Holder, who shall be named as a “selling
stockholder” thereunder, all as provided in the Registration Rights Agreement.

“Dilutive Issuance™ shall have the meaning set forth in Section S(c}iv).

“Dilutive Issuance Notice” shall have the meaning set forth in Section
S¢e)(iv).

“Dividend Payment Date™ shell have the meaning set forth in Section 2(a).

“Bffective Dale™ means the date that the Conversion Shares Registration
Statement is declared effective by the Commission.

“Equity Conditions” Unless waived by a Holder as to a particular event
(which waiver shall apply only 1o such Holder), as of such event date, the following
conditions have been met; (i) the Corporation shall have duly honored all
conversions and redemptions scheduled to oceur or oceurring prior to such date, (i}
there is an effective Conversion Shares Registration Statement pursuant to which
the Holders are permitted to utilize the prospectus thereunder to resell ail of the
Conversion Shares issued to the Holders and all of the Conversion Shares as are
issuable to the Holders upon conversion in full of the Preferred Stock (and the
Corporation  believes, in good faith, that such effectiveness will continue
uninterrupted for the foresceable fiture), (iii) the Common Stock is listed for
trading on the Principal Market (and the Corporation believes, in good faith, that
trading of the Common Stock on the Principal Market will continue uninterrupted
for the foreseeable future), (iv) all liquidated damages end other amounts owing in
respect of the Preferred Stock shall have been paid or will, concurrently with the
issuence of the Conversion Shares, be paid in cash; (v) there is a sufficient number
of authorized but unissued and otherwise unreserved shares of Common Stock for
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the issuance of all the Conversion Shares as are issuable to the Holder upon
conversion in fill of the Preferred Stock; (vi) no Triggering Event has occurred and
is continuing; {vii} all of the Conversion Shares issusble to the Holder upon
conversion in full of the Preferred Stock will not violase the limitations set forth in
Sections S(a)(ii) and (iii); and (viif) no public amnoumcement of a pending or
proposed Fundamenta! Transaction or Change of Control Transaction hes eccurred
that has not been consummated.

“Exchange Act” means the Securities Exchange Act of 1934, as amended,

“Exempt Isauance” means the issuance of (a) shares of Common Stock or
options to employees, officers or directors of the Corporation pursuant to any stock
or option plan duly adopted by a majority of the non-employee members of the
Board of Directors of the Corporation or a2 mgjority of the members of a commiliee
of non-employee directors established for such purpose, (b) securities upon the
exercise of or conversion of gny securities issued hereunder, convertible securities,
options or warrants issued and outstanding on the date of the Purchase Agreement,
provided that such securities have not been amended since the date of the Purchase
Agreement to increase the number of such securities or to decrease the exercise or
conversion price of any such securides, end (c) securities issued pursuant to
sequisitions or strategic transactions, provided any such issuance shaill only beto &
Person which is, itself or through its subsidiaries, an operating company in a
business synergistic with the business of the Corporation and in which the
Corporation receives benefits in addition to the investment of funds, but shall not
include a transaction in which the Corporation s issuing securities primarily for the
purpose of raising capital or to an entity whose primary business is investing in
securities.

“Fundamental Transaction™ means the occurrence afier the date hereof of
any of (a) the Corporation effects any merger or consolidation of the Corporation
with or into another Person, {b) the Corporation effects any sale of all or
substentially all of it assets in one or a series of related ¢ransactions, {c) any tender
offer or exchange offer (whether by the Corporation or ancther Pesson) is
completed pursuant to which holders of Common Stock are permitted to tender or
exchange their shares for other securities, cash or property, or (d) the Corporation
effects any reclassification of the Common Steck or any compulsory share
exchange pursuant to which the Common Stock is effectively converted into or
exchanged for other securities, cash or property.

“Holder™ shall have the meaning given such tetm in Section 1 hereof,
“Junior Secyrities” means the Commeon Stock and all other equity or equity
equivalent securities of the Corporation other than those securities that are (a}

outstanding on the Original Issue Date and (b) which are explicitly senior in rights
or liquidation preference to the Preferred Stock.
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“Liquidgtion™ shell have the meaning given such term in Section 4.

“Notice of Conversion” shall have the meaning given such term in Section
5(a).

“Origipal Issue Date™ shall mean the date of the first issuance of any shares
of the Preferred Stock regardless of the number of transfers of any particular shares
of Preferred Stock and regardless of the number of certificates which may be issued
to evidence such Preferred Stock.

“Person” means a corporation, an association, a partnership, an organization,
a business, an individual, a government or political subdivision thereof or a
governmental agency.

“Pringipal Market” initially means the Over-the-Counter Bulletin Board and
shall also include the American Slock Exchange, WASDAQ Small-Cap Market, the
New York Stock Exchange, or the NASDAQ National Market, whichever is at the
time the principal trading exchange or market for the Common Stock, based upon
share volume.

“Purchase Agreement” means the Securities Purchase Agresment, dated as
of the Original Issue Date, to which the Corporation and the original Holders are
parties, as amended, modified or supplemented from time to time in accordance
with its terms.

“Regisgation Rights Agreement™ means the Registration Rights Agreement,
dated as of the Original Issue Date, to which the Corporation and the original
Holders are parties, as amended, modified or supplemented from time to time in
accordance with its terms.

“Securities Act” means the Securities Act of 1933, as amended, and the
rules and regulations promuigated thereunder.

“Set Price™ shall have the meaning set forth in Section 5{¢)i),

“Share Delivery Date™ shall have the meaning given such term in Section
5(b). :

“Stated Value” skall have the meaning given such term in Section 1,

“Subscription Amoupnt™ shall mean, as to each Purchaser, the amount te be
paid for the Preferred Stock purchased pursuant to the Purchase Agresment as
specified below such Purchaser’s name on the signature page of the Purchase
Agreoment end next to the heading “Subscription Amouct”, in United States
Dollars and in immediately available funds.
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“Subsidiary” shall have the meaning given to such term in the Purchase
Agreement.

“Trading Day” shalt mean any day during which the Principal Macket shall
be open for business.

“Transaction Documepts™ shall mean the Purchase Agreement and all
agreements entered into in connection therewith, including the Registration Rights
Agreement and the Warrants,

“Triggering Bvent”™ shall have the meaning set forth in Section 7(b).

“Triggering Redemption Amount” for each share of Preferred Stock means
the sum of (i) the greater of (A) 120% of the Stated Value and (B) the product of (a)

the VWAP cn the Trading Day immediately preceding the date of the Triggering
Event and (b) the Stated Value divided by the then Set Price, (ii) all acerued but
unpaid dividends thereon and (jii) all liquidated damages and other amounts due in
respect of the Preferred Stock

“VWAP” means, for any date, the price determined by the first of the
following clauses that applies: (a) if the Common Stock is then listed or quoted on a
Principal Market, the daily volume weighted average price of the Common Stock
for such date {or the nearest preceding date) on the Principal Market on which the
Commeon Stock is then listed or quoted as reported by Bloomberg Financial L.P,
(based on a Trading Day from 9:30 a.m, Eastern Time to 4:02 p.m. Eastern Time);
{b) if the Common Stock is not then listed or quoted on a Principal Market and if
prices for the Common Stock are then quoted on the OTC Bulletin Board, the
volume weighted average price of the Common Stock for such date {or the nearest
preceding date) on the OTC Bulletin Board; (¢) if the Commeon Stock is not then
listed or quoted o the OTC Bulletin Board and if prices for the Common Stock are
then reported in the “Pink Sheets™ publisbed by the National Quotation Bureau
Incorporated (or a similar organization or agency succeeding to its functions of
reporting prices), the most recent bid price per share of the Common Stock so
reported; or (d) in alf other cases, the fair market value of a share of Common Stock
as determined by an independent appraiser sefected in good faith by the Purchasers
and reascnably acceptable to the Corporation.

Section 9. F ental T ions and e niro} T jons. Ifa

Fundamenta! Transaction occurs, then upon any subsequent conversion of shares of
Preferred Stock, the Holder shall have the right to receive, for each Conversion Share that
would have been issuable upon such conversion absent such Fundamental Transaction, the
same kind and amount of securities, cash or property as it would have been entitled to
receive upon the occurrence of such Fundamental Transaction if it had been, immediately
prior to suck Fundamental Transaction, the holder of one share of Common Stock (the
“Alterpate Consideration™). For purposes of any such conversion, the determination of the
Set Price shall be appropriately adjusted to apply to such Alternate Consideration based on
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the amount of Alternate Consideration issuable in respect of one share of Common Stock in
such Fundemental Transaction, and the Corporation shall apportion the Set Price among the
Alternate Consideration in B reasonsble manner reflecting the relative value of any
different components of the Alternate Consideration. If holders of Common Steck are
given any choice as 10 the securiiies, cash or property to be received in a Fundamentat
Transaction, then the Holder shall be given the same cheice as to the Alternate
Consideration it receives upon any conversion of shares of Preferred Stock following such
Fundamental Transaction. To the extent necessary to effectuste the foregoing provisions,
any successor to the Corporation or surviving entity in such Fundamental Transaction shall
issue to the Holder new preferred stock consisient with the foregoing provisions and
evidencing the Hoider’s right to convert such preferred stock into Alternate Consideration.
The terms of any agreement pursnant to which a Fundamental Trensaction ig effected shalt
include terms requiring any such successor or surviving entity to comply with the
provisions of this Section 9 and insuring that the Preferred Stock (or any such replacement
security) will be similarly adjusted upon any subsequent transaction analogous to a
Fundamental Transaction or Change of Control Transaction. In the event of a Fundamental
Trensaction or a Change of Conirol Transaction, then at the request of the Holder delivered
before the 90th day after such Fundamental Transaction, the Corporation {or any such
successor or surviving entity) will purchase the Preferred Stock from the Holder for a
purchase price, payable in cash within five Trading Days after such request (or, if later, on
the effective date of the Fundamental Transaction), equal to the Triggering Redemption
Amount on such date.

Section 10. Miscellaneoys.

(a) IT (i) the Corporation shall declare a dividend {or any other disiribution)
on the Common Stock, (if) the Corporation shall declare a speciai nonrecurring cash
dividend on or a redemption of the Common Stock, (i) the Corporation shall
authotize the granting to afl holders of Common Stock rights or warrants to
subseribe for or purchase any shareg of capital stock of any class or of any rights,
(iv) the approval of amy stockholders of the Corporetion shall be required in
connection with any reclagsification of the Common Stock, any consolidation or
merger to which the Corporation is a party, any sale or transfer of all or
substantially all of the assets of the Corporation, of any compulsory share exchange
whereby the Commeon Stock is converted into other securities, cash or property;, or
(v) the Corporation shall authorize the voluntary or involuniary dissolution,
liquidation or winding up of the affairs of the Corporation; then the Corporation
shall cause to be filed 21 each office or agency maintsined for the purpose of
conversion of the Preferred Stock, and shall caused to be mailed to the Holders at
1heir last addresses as they shall appear upon the stock books of the Corporation, at
least 20 calendar days pricr io the applicable record or effective date herginafter
specified, & notice stating (x) the date on which a record is to be taken for the
purpose of such dividend, distribution, redemption, rights or warrants, or if a record
i{s not w be taken, the date as of which the holders of the Common Stock of rocord
to be euntitled to such dividend, distributions, redcmption, rights ot warrants are to
be determined or (¥) the date on which any such reclassification, consolidation,
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metger, sale, transfer or share exchange is expected to become effective or close,
and the date as of which it is expected that holders of Common Stock of record
shall be entitled to exchange their shares of Common Stock for securities, cash or
other property deliverable upon such reclassification, consolidation, merger, sale,
trapsfer or share exchange; provided, that the failure to mail such notice or any
defect therein or in the mailing thereof shall not affect the validity of the corporate
action required to be specified in such notice. Holders are entitled to convert the
Conversion Amount of Preferred Stock during the 20-day period commencing ihe
date of such notice to the effective date of the event triggering such notice.

¢(b) The Corporation covenants that it will at all times reserve and keep
available out of its authorized and unissued shares of Common Stock solely for the
purpose of issuance upon conversion of Preferred Stock, each as herein provided,
free from preemptive rights or eny other actual contingent purchase rights of
persons other than the Holders, not less than such number of shares of Common
Stock as shall be issuable upon the conversion of all outstanding shares of Preferred
Stock, The Corporation covenants that all shares of Common Stock that shall be so
issuable shall, upon issue, be duly and validly authorized, issued and fully paid and
nonassessable,

{c) Upon a conversion herennder the Corporation shall not be required to
issue stock certificates representing fractions of shares of Commen Stock, but may
if otherwise permitted, make a cash payment in respect of any final fraction of a4
share based on the VWAP al such time. If any fraction of a Conversion Share
would, except for the provisions of this Section, be issugble upon & conversion
hereunder, the Corporation shall pay an amount in cash equal to the VWAP
immediately prior to the applicable conversion multiplied by such fraction.

(d) The issuance of cestificates for Common Stock on conversion of
Preferred Stock shall be made without charge to the Holders thereof for any
documentary stamp or similar taxes thst may be payable in respect of the issue or
delivery of such certificate, provided that the Corporation shall not be required to
pay any tax that may be payable in respect of any transfer involved in the issuance
and delivery of any such certificate upon conversion in a name other than that of the
Holder of such shares of Preferred Stock se converted.

(¢) To effect conversions or redemptions, s the case may be, of shares of
Preferred Siock, 2 Holder shail not be required to surrender the certificate(s)
representing such shares of Preferred Stock to the Corporation uniess all of the
shares of Preferred Stock represented thersby are so converted, in which case the
Holder shall deliver the certificate representing such share of Preferred Stock
promptly following the Conversion Date at issue. Shares of Preferred Siock
converted into Commoen Stock or redeemed in accordance with the terms hereof
shall be canceled and may not be reigsued.
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(f). Any and al] notices or other communications or deliveries to be provided
by the Holders of the Preferred Stock hereumder, including, without limitation, any
Notice of Conversion, shall be in writing and defivered personaily, by facsimile or
sent by a nationally recognized overnight courier service, addressed to the atiention
of the President of the Corporation addressed to Richard McDonald Fax Number:
412-457-0128 or to such other address or facsimile number as shall be specified in
writing by the Corporation for such purpose. Any and all notices or other
communications or deliveries to be provided by the Corporation hereunder shall be
in writing and delivered personally, by facsimile or sent by a nationally recognized
overnight courfer service, addressed to each Holder at the facsimile telephone
number or address of such Holder appearing on the boaks of the Carporation, which
address shall initially be the address of such Holder set forth on the signature pages
of the Purchase Agreement, or such other address as the Corporation or a Holder
may designate by ten days advapce written notice io the other parties hereto. Any
notice or other communication or deliveries hereunder shall be deemed givenr and
effective on the eardiest of (i) the date of transmdssion, if such notice or
communication is delivered via facsimile at the facsimile telephone number
spectfied in this Section prior to 6:30 p.m. (New York City time) (with confirmation
of transmission), (i) the date after the date of trangmission, if such notice or
communication is delivered via facsimile at the facsimile telephone number
specified in this Section later than 6:3% p.m. (New York City time) on any date and
earlier than 11:59 p.n. New York City time) on such date (with confirmation of
transmission), (iii) five days after having been sent by registered or certified mail,
return receipt requested, postage prepaid, (iv) one day after deposit with a
nationally recognized overnight courier service, specifying next day delivery, with
wrtiten verification of service, or (v) upon actual receipt by the party fo whom such
notice is required to be given,

(g) For purposes hereof, a share of Preferred Stock is outstanding until such
date as the Holder shail have received the Conversion Shares or redemption amount
(as the case may be) issuable or payable to it in accordance with this Certificate of
Designations.

(b} Except as expressly provided herein, no provision of this Certificate of
Designation shall alter or impair the obligation of the Corporation, which is
absolute and unconditional, to pay the liquidated damages (if any) on, the shares of
Preferred Stock at the time, place, and rate, and in the coin or currency, herein
prescribed.

(i) If a Holder’s Preferred Stock certificare shall be rautilated, lost, stolen
or destroyed, the Corporation shall execute and deliver, in exchange and
substitution for and upon cancellation of & mutilated certificate, or in lisu of or in
substitution for a lost, stolen or destroyed certificate, a new certificate for the shares
of Preferred Stock so mutilated, lost, stolen or destroyed but only upon receipt of
evidence of such loss, theft oy destruction of such certificate, and of the ownership
hereof, and indemnity, if requested, all reasonably satisfactory to the Corporation.
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() All questions concerning the construction, validity, enforcement and
nterpretation of this Certificate of Designation shall be governed by and construed
and enforced in accordance with the internal laws of the State of New York, without
regard to the principles of conflicts of law thereof. Each party agrees that all legal
praceedings concerning the interpretations, enforcement and defense of the
transactions contemplated by any of the Transaction Documents {(whether brought
against a party hereto or lis respective affiliates, directors, officers, shareholders,
employees or agents) shall be commenced in the state and federal courts sitting in
the City of New York, Borough of Manhatian (the “New York Courts™. Each
party hereto hereby irrevocably submits to the exclusive jurisdiction of the New
York Couwrts for the adjudication of any dispuie hereunder or in connection herewith
or with any transaction contemplated hereby or discussed herein (including with
respect 1o the enforcement of any of the Transaction Dacuments), and hereby
irrevocably waives, and agrecs not to assert in any suit, action or proceeding, any
¢laim that it is not personally subject to the jurisdiction of apy such court, or such
New York Ceurts are improper or inconvenient venue for such proceeding. Each
party hereby irrevocably waives prrsonal service of process and consents to process
being served in any such suit, action or proceeding by mailing a copy thereof via
registered or certified mail or evernight delivery (with evidence of delivery) {o such
party at the nddress in effect for notices to it under this Certificate of Designation
and agrees that such service shall constitute good and sufficient servive of process
and notice thereof. Nothing contained herein shall be deemed to limit in any way
any right to serve process in any manner permitted by law. Each party hereto hereby
irrevocably waives, to the fullest extent permitted by applicable law, any and all
tight to irfal by jury in any legal proceeding arising out of or relating to this
Certificate of Designation or the transactions contemplated hereby. IF either party
shall commence an action or proceeding io enforce any provisions of this
Certificate of Designation, then the prevailing party in such action or proceeding
sha]]l be reimpursed by the other party for itz atiorneys fees and other costs and
expenses incurred with the investigation, preparation and prosecution of such action
or proceeding,

(&) Any waivet by the Corporation or the Holder of n breach of any
pravision of this Certificate of Designation shall not operate as or be construed to
be a waiver of any other breach of such provision or of any breach of any other
provision of this Certificate of Designation. The failure of the Corporation or the
Holder to insist upon strict adherence to any term of this Certificate of Designation
on one or more occasions shali not be considered a waiver or deprive that party of
the right thereafter to insist upon strict adherence to that term or any other term of
this Ceriificate of Designation. Any waiver must be in writing,

() If any provision of this Certificate of Designation is invalid, illegal or
unenforceable, the balance of this Certificate of Designation shall remain in effect,
and if any provision is imapplicable to any person or circumstapce, it shall
nevertheless remain applicable to all other persons and circumstances, If it shall be
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found that any interest or other amount deemed interest dus hersunder violates
applicable laws governing usury, the applicable rate of interest due hereunder shali
automatically be lowered to equal the maximum, permitted rate of interest,

{m) Whenever any payment or other obligation hereunder shall be due on a
day other than e Business Day, such payment shall be made on the next succeeding
Business Day.

(n) The headings conmtained herein ere for convenience enly, do not

comstitute a part of this Certificate of Designation and shall not be deemed to limit
or affect any of the provisions hereof.
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{o) RESOLVED, FURTHER, that the Chainnan, the president or any vice-
president, and the secretary or any assistant secretary, of the Corporation be and
they hereby are authorized and directed to prepare and file a Certificaie of
Designation of Preferences, Rights and Limitations in accordance with the
foregoing resolution and the provisions of Florida law,

B WIPRESS WHEREQF, the undersigned have executed this Certificate this 15”
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ANNEX A
NOTICE OF CONVERSION
(To be Executed by the Registered Helder in order to convert shares of Preferred Stock)

The undersigned hereby elects o convert the number of shares of Convertible Preferred
Stock indicated below, into shares of common stock, par value $0.001 per share (the
“Commen_Stock™, of World Health Allernatives, Inc., a2 Florida corporation (the
“Carporation™), according %0 the conditions hereof, as of the date written below. If shares
are to be issued in the name of a person other than undersigned, the undersigned will pay
all transfer taxes payable with regpect thereto and is delivering herewith such certificates
and opinions as reasouably requesied by the Cotporation in eccordance therewith, No fee
will be charged {o the Holder for any ¢conversion, except for such transfer taxes, if any,

Conversion calculations:

Date to Effect Conversion

Number of shares of Preferred Stack owned prior to Conversion

Number of shares of Preferred Stock to be Convertad

Stated Value of shares of Preferred Stock to be Converted

Number of shares of Common Stock to be Issued

Applicable Set Price

Number of shares of Preferred Stock subsequent to Conversion

[HOLDER]

By:

Name:

Title:



