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{Dozurment mmiber of sorporation {if kmowt)
Fursuant to the provisioas of section, 807,1006, Florida Statutes, this Florida Prefit Corporation
adopty the following amendment(s) to ity Articles of Incorporstion:

NEW CORPORATE NAME (i changlpg):

{Murt contein the word "oerporation,” “

" or "incorporated” or the abtrsvintion *Corp.," "Inc.,” or "Co.*
(A professional corporation niast contain the word “chartered”, “profeational sisociation,” or the abbreviation "P.A.™)

{OTHER THAN NAME CHANGE) Indicate Articie Number(s)
and/or Article Title(s)} being amended, added or deleted: (RE SPECIFIC)

Carlificate of Designation of Prefersnces, Rights ang Limiations aI'BurIu C Conwvertibla Pratormed Stock

(Attach ydditional pages if nectasnry)

A

If an amendment provides for exchange, reclassification, ov cancellation of issusd shares, provisions
for implementing the smendment if not contaitied in the amendreimt itgell? (ifoot applicable, indicats HYA)

(eontinnzd)
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Thea date of cairch amendment(s) adaptisn: /4 U}IUS')L ;7 ‘7' 9 £ 2065
Efectiva duto & apphicable:

(oo mose than 90 deyy after emendoent file davo}

Aduption of Amemimen¥s)  (CHECK.ONE)

1 The srtnchrnei(y)] was‘were aptmoved by the sharcholders. The gomber of yoios cast for
the amendment(s) by the shirahaldere wagfwers mmificient for approvil.

0 The amserdment(s) waswere approved by the shanehoiders through voring groups. The
Jollowing seatement wurt be seporately provided for each voting group entifled iv vete
separately on thy aoendment(s):

"Tht munber of votes caxt for thy aegdment(s) weshvere sufficient for spproval by
"

{verap grovy) i

IZ The amendment(y) wasiwere sdupted Yy the board of directors without shareholder action
uod sharcholder action was poe requived.

L1 Thea smendment(s) wes/weze adopted by the incorparstms without sharshalder action and
shareholder action was not tequired.

Signedthis _ 24" dayof tq‘gw.-f' 225

hiin  Sercih

{Eypod o primied 14me 6 persor SgTing)

Taterio  Precsdend amd CEO
{Title of peryon signing)

FILING FEE: 535
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WORLD HEALTH ALTERNATIVES INC,

CERTIFICATE OF DESIGNATION OF PREFERENCES,
RIGHTS AND LIMITATIONS
or
SERIES C CDN?_’ERTIBI.E PREFERRED STOCK.

PURSUANT TC SECTION £07.0602 OF THE
FLORIDA GENERAL CORPORATION LAW

The undersigned, Jolm C, Sercu does hereby certify that:

1. He is the ipterim President and Chisf Executive Officer, of WORLD
HEALTH ALTERNATIVES INC., a Florida corpomation (the “Corporation™.

2. The Corporetion is authorized to issue 100,000,000 shares of Prefemed
Steck and have suificiant chares available to designate as Series C.

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

WHEREAS, the Certificate of Incorporation of the Corporation provides for a
class of its authorized stock known as Preferred Stock, comprised of 100,000,000 shares,
$0.001 par value, issuable from time to time in one or more series;

WHEREAS, the Board of Directors of the Corporatien iz authorized to fix the
dividend rights, dividend rate, voting rights, conversion rights, rights and terms of
redemption and liguidation preferences of any wholly umissued series of Preferred Stock
and the number of shares constituting any Series and the designation thereof, of any of
them; and

WHEREADRS, it is the desire of the Board of Directors of the Corporation, pursuant
to its authority as aforessid, to fix the rights, preferences, restrictions and other matters
relating to 2 serles of the Series C Preferred Stock, which shall consist of, except as
otherwise set forth in the Parchaxe Agreement, up to 38,288 shares of the Serjes C
Preferred Stock which the corporation has the authority to issus, as follows:

NOW. THEREFORE, BE IT RESOLVED, that ths Board of Directors does
hereby provide for the issuance of & series of Series C Preferred Stock for cash or exchange
of other securitics, rights or property snd does herehy fix and determine the rights,
preferences, restrictions and other matters reluting to such series of Seriss C Preferred
Stock as follgws:
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TERMS OF SERIES C PREFERRED STOCK

Section 1. Degignation, Amoutt and Par Value. The series of Series C Preferred

Stock shell be designated as jts Scries C Convertible Preferred Stock (the “Sedes C
Preferred Stock™) and the number of shares so designated shall be 38,288 (which shall not
be subject to increase withont the consent of all of the holders of the Serics C Preferred
Stock (each, a “Series € Holder™ and collectively, the “Series C Hnldsrs™). Each share of
Series C Preferred Stock shall have a par value of $0.001 per share and a stated value equal
to $1,000 {the “Staled Value™). Capitalized terms not otherwise defined herein shalt have
the meaning givan such terms in Section 8 hercof.

Section 2. Dividends.

(a) Holders shail be entitled to receive and the Corporation shall pay,
cumuiative dividends at the rate per share (as 2 parcentage of the Stated Value per
share} of 5% per anhivm (subject to increase pursuant to Section 7(a)} from the date
of jssuance payable quarterly on March 1, June 1, September 1 and Decernber 1,
beginning with December 1, 2003, the first such date after the Original Issue Date,
mnd on any Conversion Date or redemption date pursuant to the terms hereunder
(except that, if such date is not a Trading Day, the payment date shal} be the next
succceding Trading Day)(“Dividend Pavment Date™). The form of dividend
payments to cach Helder shall be made in the following order: (i) if funds am
legally available for the payment of dividends and the Equity Conditions have not
been met, in cash only, (i) if funds are legally available for the paymemt of
dividends and the Equity Conditions 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 the average of the 20 VWAPs immediately prior to the Dividend
Faymem Date; (iil) if funds are not legally available for the payment of dividends
and the Bguity Conditions have been met, in shares of Common Stock which shall
be valued at the average of the 20 VWAPs immediately prior to the Dividend
Payment Date; (v} if funds are not legally available for the payment of dividends
and the Equity Conditions relating to registration have been waived by such Holder,
as to such Holder only, in unregistered shares of Common Stock which shall be
valued at the average of the 20 VWAPs immediately prior to the Dividend Payment
Date; and (v) if funds are not legally available for the payment of dividends and the
Eguity Conditions have not besn met, then, at the election of such Holder, such
dividends shal! accrue to the next Dividend Payment Date or shall be accrsted to the
outstanling Stated Value. The Holders shall have the same rights and remedies
with respect to the delivery of any such shares as if such shares were being issned
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 Corporation shall become able or
unable, as the case may be, to lawfully pay cash dividends. If at any time the
Corpotation has the right to pay dividends in -cash or Commen Stock, the
Corporation must provide the Holder with at least 20 Trading Days’ notice of its
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election to pay a regularly scheduled dividend in Commen Stock. Dividends on the
Preferred Stock shall be calculated on the basis of a 360-day year, shall accrue daily
comimencing on the Original lasue Dsete, and shall be deemed to accrue from such
date whether or not eamed or declared and whether or not thers are profits, surplus
or other funds of the Corporation legally available for the payment of dividends.
Except as otherwise provided herein, if at any tiroe the Corporation pays dividends
partially in cash and partially in shares, then such payment shall be distributed
ratably among the Holders based upon the zumber ofSeries € Prefenved Stock held
by each Series C Holder. Any dividends, whether paid in cash or shares, that are
not paid within thres Trading Days following a Dividend Payment Date shall
continue to accrue snd shell entail a late fee, which must be paid in cash, at the rats
of 18% per anpuim or the lesser rate permitted by applicable law (such fees to
acerue daily, from the Dividend Bayment Date through and including the dare of

payment).

(b) So long as eny Series C Preferred Stoek shall remain outstanding, neither
the Corporation nor any Subsidiary thereof shall redeem, purchase or otherwise
acquirs directly or indirecily any Juntor Securddes. So long as any Seres C
Preferred Stock shall remain outstanding, oeither the Corporation nor any
Subsidiary thereof shall directly or indirectly pay or declare any dividend or make
any distribution (other then & dividend or diswibution described in Secton 5 or
dividends due and paid in the ordinary course on Series C Preferred Stock of the
Corporation at such times when the Corporation is in compliance with ifs payment
and other obligations hereunder) upan, nor shall any distribution be pade in respect
of, eny Junior Securities so long as any dividends due on the Series C Preferred
Stock remain unpaid, nor'shall anhy monies be set aside for or applied to the
purchase or redemption (through a sinking fund or otherwise) of any Junior
Securities or shares pasi pagst with the Series C Preferred Stock.

(¢} The Corporation acknowledges and agrees that the capitel of the
Corporation {as such term js used in Section B of the Qeneral Corporation Law of
Florida) in respect of the Seres C Preferred Stock and any future jssuances of the
Corporation’s capits] stock shall be equal to the apgregate par valne of such Series
C Preferred Stock or capital stock, as the ¢asc may be, and that, on or after the date
of the Purchase Agreement, it shall not increase the capital of the Corporation with
respect to any shares of the Corporation’s capital stock issuved and outstanding on
such date. The Corporation slso acknowledges and agrees that it shall not create
any special reserves under the General Corporation Law of Florida without the prior
wiitten consent of each Series C Holder.

Section 3. Yoting Rights. Each share of Series C Prefeized Stock shall vote with
the Common Stock on a as convertsd basis. However, so long as any sharss of Series T
Preferred Stock are outstanding, the Corporation shall not, without the affirmative vote of 2
majority of the Seves C Holders of the shares of the Series C Preferred Stock then
outstanding, (2) alter or change adversely the powers, preferences or rights given to the
Series U Praferted Stock or alter or amend this Certificate of Designation, (b) suthorize or
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creaie any class of stock ranking as to dividends, redemption or distribution of assets upon
2 Liguidation (us defited in Section 4) senior to or otherwise pan passu with the Series C
Preferred Stock, (c) amend its certificate of incorporation ot other chartter documents so as
to affect adversely any rights of the Series C Holders, {d) increase the suthorized number of
shares of Series C Preferred Stock, (€} any sale of assets not in the ordinary course of
business and constituting at ieast $5,000.000 ta the aggregate , {f) enter into any agreement
with respect to the forggoing or {g) take any other action which would have an adverse
impact on the tights or privileges of the Serfes C Holders.

Section 4. Liguidation. Upon any liguidation, dissolution or winding-up of the
Corporation, whether voluntary or inveluntary (a “Liguidation™, the Series C Holders shall
be entitled 10 receive out of the agsets of the Corporation, whether such asseats are capital or
surplug, for each share of Series C Preferred Stock an amount equal to 200% of 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, ard if the assets of the Corporation shall be inzuffictent to
pay in full such amounts, then the entire assets to be distributed to the Series C Holders
shall be distributed among the Series C Holders ratably in accordance with the respective
amounts that would be payable on such shares if all amonpts payable therspn were paid in
full. A Fundamental Transaction or Change of Controf Transaction shali not be treaed as a
Liguidation. The Corporstion shall mail written notice of any such Lignidation, not less
than 43 days prior to the payment date stated therein, to sach record Sexies C Holder.

Section 3. Couversion.

{(a) (47} Conversions at Option of Series C Hoider. Bach share of Serics €
Preferred Stock shall be converstible into that number of sharzs of Common
Stock (subject to the limitations set forth in Sections S()(it), Git) and (v))
determined by dividing the Stated Value of such share of Serjes C Prefemred
Stock by the 5et Price, at the option of the Series € Hoider, at any time and
from time 1o time from and after the Original Issue Date. Series C Holders
shall effect conversions by providiag the Corporation with the form of
conversion nctice attached hereto as Angex A (a “Notice of Conversion™

Each Notice of Conversion shall specify the number of sharess of Series C
Preferred Stock to be converted, the number of shares of Series C Preferved
Stock owned prior to the conversion at issue, the number of shares of Ssries
C Preferred Stock owned subsequent to the conversion at issue and the date
on which such conversion is to be effected, which date may not be prior to
the date the Seres C Holder delivers such Notee of Conversion to the
Corporation by facsimile (the "Conversion Date™. If no Conversion Date is
spectfied in a Notice of Conversion, the Converaion Date shall be the date
that such Notice of Conversion to the Corporation is desmed delivered
hereunder. The calculations and entries set forth in the Notice of Conversion
shall contro] in the absence of manifest or mathematical error, provided that
1o the extent such calculations and entries are inconsistent with the records
of the Corporation, the Series C Holder provides appropriate documentation.
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(i) Beneficial Ownership Limitation. The Corporation shall not
effect any conversion of the Series C Preferred Stock, and the Serjes C
Holder ghall not have the right to convert any portion of the Saties C
Preferred Stock to the extent that after giving effect to such conversion, the
Series C Holder {together with the Serdes C Holder's affiliates), as set forth
on the spplicable Notice of Conversion, would beneficially own in excess of
4.9%% of the number of shares of the Commom 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 Serics C Holder and its affilistes shall include the number of
shares of Common Stock issusble vpon conversion of the Series C Preferred
Stock with respect to which the determinstion of such sentence is being
made, but shall esclude the number of shases of Common Stock which
woutld be issuable upon (A) conversion of the remaining, nonconvericd
Stated Value of Series C Praferred Stock beneficially owned by che Series C
Holder or any of its affilintcs and (B) exercize or conversion of the
unexercised or nonconverted portion of any other securities of the
Corporation (including the Warrants) subject tp a limitation on conversion
ot exetcise analogous ta the limitation cottained herein beneficially owned
by the Saries © Holder or any of its affiliates. Except ag set forth in the
praceding sentence, for purposes of this Section S5(a)(i). bepeficial
ownership shall be caleuiated in accordance with Section 13(d) of the
Bxchange Act. To the extent that the Jimitation containted in this Section
5{a)(ii) applies, the determination of whether the Series C Preferred Stock is
convertible {in rclation to other securitics owned by the Series C Holder
together with any affiliates) and of which shares of Series C Preferred Stock
is convertible shall be in the sole discretion of such Sexies C Holder, and the
submission of a Notice of Conversion shall be desmed to be such Series C
Holder's determination of whether the shares of Serics C Preferred Stock
may be convertzd (in relstion to other securitfes owned by such Series C
Holdery and which shares of the Series C Preferred Stock is convertible, in
each case subject to such aggregats percentzge limitations. To epsure
compliance with this restriction, the Seriegs C Holder will be deemed to
represent to the Corporation each time it delivers a Notice of Conversion

that such Notice of Conversion has not vialated the restrictioms set forth in.

this paragraph and the Corporation shall have no obligation to verify or
confirm the acouracy of such determination. For purposes of this Section
5{z)(i1), in determining the number of ouisianding shares of Comnnon Stock
at any time following the filing of the Company's Form 10-Q for the quarter
ending September 30, 20053, the Series C Holder may rely on the nomber of
outstanding shares of Common Stock ag reflected in the most recent of the
following: (A) the Corporation’s mest recent Formn 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 Corporation’s wansfer
agent setting forth the number of shares of Comunon Stock Outstanding.
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Upon the written or ora] reguest at any time following the filing of the
Company’s Form 10-Q for the quarter ending September 30, 2005, of the
Series C Hoider, the Corporation shall within two Trading Days confirm
orally and in writing to the Series € Holder the nmumber of shares of
Cormmon Stock then outstanding. In any case, the number of outstanding
shates of Cormmoen Stock shall be determined after giving effect to the
conversion or exercise of securities of the Corporation, including the Series
C Preferred Stock, by the Series C Holder or its affiliates since the date as of
which such number of outstanding shares of Common Stock was reported.
The provisions of this Section 5{a)(ii} may be waived by the Series C Holder
upon, &t the clection of the Series C Holder, not less than 61 days’® prier
notice to the Corporation, and the provisions of this Section 5(a){di) shall
continue to apply until such 61st day (or such latesr date, as determined by
the Series'C Holder, as may be specified in such notice of waiver).

{iii) Limitation op Number of Shares Issyable. Notwithstanding
anything hercin to the contrary, the Corporation shall not issug to any Series
C Holder any shares of Common Stock, including pursuant 1o any righrs
heesin, including, without limitation, any conversion rights, to the extent
such shares, when added to the number of shares of Common Stock issued
pr issnable ypon conversion of the Seties A Preferred Stock or other
warrants, would exceed the number of shares permitted to be issued under
the corporate governance males of the Principal Market that is at the tims the
principal trading exchange or market for the Commeon Stock, based upon the
share volume, as confirmed in writing by counsel to the Corporaiion (the
“Maximum Aggregate Share Amount”), unless the Corporation fimt obtains
sharcholder approval perimitting such igsusnces in accordance with the
Principal Market miles (“Shargholder Approval™). Each Series C Holder
shall be entitled to a portion of the Maximuin Agpgresate Share Amount
equal to a quotient obtained by dividing (x) such number of shares of Series
C Preferred Stock initially purchased by such Series C Holder by (y) the
aggregate number of shares purchased by all Series C Holders. Such
portions shall be adjusted upward ratably in the event all of the shares of
Series C Preferred Stock of any Segies C Holder are no longer cutstanding,
If at sny titme the number of shares of Common Stock that could,
notwithstanding the limitaticna set forth herein, be issuable and sold to all
Series C Holders during the following 12 months (assuming sl dividends
are paid in shares of Common Stock during such period of determination
based on the VWAP at the time of any such determination) equals or
excesds the Maximum Aggrepate Share Amounts, then the Corporation
shall, subject to any requirements in the Purchase Agreement 10 act soorier,
obtain the Sharsholder Approval applicable to such issuance as soon as it is
possible, but in any event not later than the 75% day after the date in which
the Corporation determines {or i3 notified by any Series C Holder) that the
Maximum Aggregate Share Amount could be exceeded and shall continuc
to seek to obtain Shareholder Approval every 75 days until such Shareholder
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Approval is obtained. If the Corporation shall have failed to obtain the
Shareholder Approval on or prior to the initial 75% day after the date in
whirch the Corporaton deterthines {or iy notified by a Segies C Holder) that
the Maximut Aggregate Share Amount would be excmeded, then the
dividend on the Series C Preferred Stock thall thereafter be 15% pear anvum
until such Shareholder Approval is obtained.

(iv) Limitation on Awuthorized Shares Noetwithstanding anything
herein to the conirary, the Corpotration shall not issue to any Sexdes © Holder
any sharez of Common Stock, including pursuant to any tights hevein,
including, withcut Limitation, any conversion rights, to the extent such
shares, when added fo the number of shames of Commen Stock cuistanding
or issuable upon conversion of Series A Preferred Stock or watrapts
ouigtanding or shares othetwise resetved for issupanes as of the Original
Issue Date, would exceed the number of shares of Common Stock
autimnzed for issuance under the Company’s Certificate of Incorporation
(the “Mazimum A; e ™), unless the Corporation has
first amended its Certificate of Incorporation to authorize a sufficient
number for sharcs of Common Stock for issuance upon conversion or
exercise of all outstanding Commom Stock Equivalents and the Actual
Minimum. Each Secries C Holder shall be entitled to a portion of the
Maximum Auathorized Shate Amoont equal o the product of (A) the
quotient obtajned by dividing (x) such number of shares of Series C
Preferred Stock initially purchased by such Series C Holder by (y) the
aggregate number of shares purchased by all Series C Holders, munltiplied by
(B} the difference of (x) the Maximum Shares Amount minus (y) the total
number of outstanding shares of Comimon Stock on a fully diluted basis
taking into account all outstanding Common Stock Equivalemts and share
reserves orher than Common Siock igsued or issueble in respect of the
Series C Preferred Stock and the Warrants issued in connection therewith,
Such portions shall be adjusted upward ratably in the event all of the shares
of Series C Prefemed Stock of any Series € Holder =re no longer
outstanding. If at any time after 180 days Following the Closing date, the
numbet of shares of Commnon Stock that could, notwithstunding the
limitations set forth hersin, be issuable and sold to all Serdes C Holders
equals or excesds the Maximwmn Authorized Share Amount, then the
Corporation shall, subject to any requirements in the Purchase Agreement to
act sooner, obtain ihe Shareholder Approval applicable to such issuance as
s00n as jt is possible. If following the first anniversary of the Closing Date,
the Corporation shall have failed to obtain the Sharcholder Approval on or
prior to the initial 75% day after the date in which the Corporation
determines (or is notified by a Series C Holda) that the Maximm
Authorized Share Amount would be exceeded, tien the dividend on the
Serles C Preferred Stock shall thereafter be 15% per annum until such
Shareholder Approval is obtained.
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(by (i) Not latey than three Trading Days after each Conversion Date (the
“Share Delivery Date™), the Corporation shall deliver to the Serfes € Holder
(A) a certificate or certificates which, after the Bffective Date, shall be free
of restrictive legends and trading restrictions {other than thote required by
the Purchase Agreement) representing the number of shares of Commen
Stock being acquired wpon the conversion of shares of Series C Proferred
Stock, and (B) a bank check in the amount of acomued and unpaid dividends
(f the Corporation has elected or is required to pay accrued dividends in
vash). After the Effective Date, the Corporation shall, upon request of the
Scries C Holdet, deliver sny certificate or certificates required to be
delivered by the Corporation under this Section electronically throngh the
Depository Trust Corporation or another established clearing cotporation
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 Series C Holder by the third Trading Day after the Conversion
Date, the Series C Holder shall be entitled to elect by writien notice to the
Corporation at any time on or before its receipt of such certificate or
certificates thereafier, to rescind such convemsion, in which event the
Corporation shall immediately rehzm the certificates represanting the shares
of Series C Preferred Stack tendered for conversion.

(i} The Corporation’s obligations to issue and dsliver the
Conversion Shares upon conversion and redemption of Scrics C Preferred
%tock in accordance with the terms hereof are absolute and unconditional,
irrespective of any action or inaction by the Series C Hoider to enforce the
same, any walver or consent with respect to any provision hereof, the
recovery of any judgment againgt any Person or any action to enforee the
same, or any sefoff, counterclaim, recoupment, limitation or termiration, or
any breach or alleped breach by the Series C Holder or any other Person of
any obligation to the Corporation or any violation or alleged violation of law
by the Series C Holder or any other person, and itrespective of any other
circumstance which might otherwise limit such obligation of the
Corporation to the Series C Holder in connection with the issnance of such
Conversion Shares, In the event a Series C Holder shall elect to convert any
or all of the Stated Value of its Series C Preferred Stock, the Corporabion
may not refose conversion based on any claim that such Series C Holder or
any onc associated or affiliated with the Series C Holder of has been
engaged in any violaton of law, agreement or for any other reason, unless,
en injuncon frem & court, on notice, restraining snd or enjoining
gonversion of all or part of this Series C Prefesred Stock shall have been
sought and obtained and the Corporation posts a surcty bond for the benefit
of the Seres C Holder in the amount of 150% of the Stated Value of Series
C Freferred Stock outstanding, which js subject to the injunction, which
bond shall remain in effsct until the completion of arbitration/itigation of
the dispute and the proceeds of which shall be payable to such Series C

PaGE

11/33



5/24/2005 16:D2

85P2227615 ) CT CORF

Holder to the extent it obtains judgment. In the absence of an injunction
precluding the same, the Corporation shall issue Conversion Shareg or, if
applicabie, cash, upon a properly noticed conversion. If the Corporation fails
to deliver to the Seres C Holder such certificate or cettificates pursvant to
Section 3(b)(i) by the Share Delivery Date applicable to such conversion,
the Corporstion shall pay to such Series C Holder, in cash, as liguidated
damages and not as a penalty, for each $5,000 of Stated Value of Series C
Preferved Stock being converted, $30 per Trading Day (increasing to $100
per Trading Day after 3 Trading Days and increasing to $200 per Trading
Dey & Trading Days after such damages begin to accrue} for each Trading
Day after the Share Dellvery Date until such centificates are delivered.
Mothing hercin shall Jimit a Series C Hoider’s right to pursne actual
damages for the Corporation’s failure 1o deliver certificates representing
shares of Common Stock upon conversion within the period specified hierein
and such Seties C Holder shall have the right to pursue all remedies
available to it herevmder, at law or in equity including, without limitation, 2
decree of specific performance andfor injunctive relief.

(ti1) If the Corporation fails to deliver to the Seties C Holder such
certificate or certificates pursuant to Scetion S(bXi) by a Shae Delivery
Date, and if after such Share Delivery Date the Serles C Holder purchases
(in an open market transaction or otherwise) Common Stock to deliver in
satisfaction of a zale by such Series C Helder of the Conversion Shares
which the Series C 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 Series C Holder the amount by which (x) the Series
C Holder's total purchase price (including brokerage commissions, if any)
for the Common Stock so purchased exceeds (¥} the product of (1) the
aggregate mumber of shares of Common Stock that such Series C Holder
was entitled io recefve from the conversion at issue multiplied by (2) the
price at which the sell order giving risc to snch purchase obligation was
executed. For example, if the Sexies C Holder purchases Common Stock
having a total purchase price of $11,000 to cover a Buy-In with respect ta an
attempted conversion of shares of Series C Preferred Stock with respect to
which the aggregatc szle price giving mise o such purchase obligation is
$10,000, under clanss (A) of the immediately preceding sentence the

Corporaticn shall be required to pay the Series C Holder $1,000. The Series

C Holder shall provide the Corporation written notice indicating the
amounts payable to the Series C Holder in respect of the Buy-In. together
with applicable confitmations and other evidence reasonably requested by
the Cotporation. Nothing herein shall {imit a Series C Holder’'s right to
pursue any other remedies available to it hereunder, at law or in equity
including, without Limimtion, a decree of specific performance and/or
injunctive relief with respect to the Corporation’s failure to timely deliver
certificates representing shares of Common Stock upon conversion of the
shares of Series C Preferred Stock as required pursuant to the terms hereof,
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{c) (i) The conversion price for each share of Series C Preferred Stock
shall equal $0.25 (the “Set Price™), subject to adjustments below.

(i1} if the Corporation, at any time while the Series C Prefetred Stock
is outstanding: (A} shall pay a stock dividend or otherwise make a
distibution or distributiont on sharegs of its Common Stock or any other
equity or equity equivalent securities payable in shares of Common Stock
and the Series A Serfes C Prefered Stock, provided the termg of such
jssuance of interest or dividends, as the casec may be, is not amended after
the Original Issue Date to an effective conversion price less than the then
Set Price, (B) subdivide sutstanding shares of Comimon Stock into a larger
number of shares, (C) combine (including by way of roverse stock split)
outstantding shares of Common Stack inte a2 smaller number of shares, or
{D) issue by reclassification of shares of the Cormmon Stock sny ghares of!
capital stock of the Corporation, then the Set Price shall be multipiied by a
fraction of which the nunmierator shall be the number of shares of Common
Stock (excluding treasury shares, if any) outstanding before such event and
of which the denominaior shall be the number of shares of Common Stock
Qutstanding after such event. Any adjustment made pursuant to this Section
shall become effective Immediately after the record date for the
determination of stockholders enptitled to receive such dividend or
distribution and shall become offective inmmediately after the effective date
in the case of & subdivision, combination or reclassificarion.

(iii)  if the Corporation, at any time while the Serics C Preferred
Stock is outstanding, shall issue rights, options or werrants to all holders of
Common Stock {and not to Serdes C Holders) entitling them to subseribe for
o purchase shares of Common Stock at 4 price per share less than the
VWAP at the recond date mentioned below, then the Set Price shall be
omultiplied by a fraction, of which the denominator shall be the nursher of
shares of the Common Stock Cutstanding on the date of issuance of such
tights or warrants plus the number of additional shares of Common Stock
offered for subscription or purchase, and of which the numerator shali be the
number of shares of the Common Stack Outstanding on the date of §xsasnce
of such rights or warrants plus the number of shares which the apgrepats
offering price of the total myumber of shares s0 offered (assuming receipt by
the Corporation in fuil of all consideration payable upon exercise of such
tights, optoms or warrants) would purchsse at such VWAP., Such
adjustment shali be made whenever auch rights or warrants are issued, and
shall become effective immediately zfter the record date for the
determination of stockholders entitfed to meceive such rights, options or
warrants. :

(iv)  #f the Corporation or any subsidiary thereof at any time while
eny of the Series C Preferred Stock is outstanding, shail offer, sell, grant any

10
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option or warrant to purchase or offer, sell or grant any right to reprice its
securities, of otherwise dispose of or issus (or announce any offcr, sale,
grant or any option to purchase or other disposition) any Common Stock or
Eny equity or equity equivalent securities {inciuding any equity, debt or
other instriment that is at any time over the life thereof convertible into or
exchangeable for Common Stock) (colle.ctivcly, “Common _Steck
Eguivalents™) entitling sny Person to acquire shares of Common Stock, at an
effective price per share less than the Set Price (such lower price, the “Base

" and such iesnances collectively, a2 “DRilut ™,
as adjusted hereunder (if the holder of the Common Stock or Common
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 dog to warrants, optione or rights pear share
which are issued in tonnection with such issuance, be cotitled to racaive
ghares of Common Stock at a effective price per share which is less than the
Set Price, such issvance shall be deemed to have occorred for less than the
Set Price), then the Set Price shal] be reduced to equal the Base Conversion
Price. Such adjustiment shall be made whenever such Common Stock or
Common Stock Equivalents are issued. The Corporation shall notify the
Series C Holder in writing, no Jater than the Business Day following the
issuance of any Common Stock or Comwnon Stock Equivalcnts subject to
this section, indicating therein the applicable issuance price, or of applicable
reset price, exchange price, conversion price and other pricing terme (such
notice the “Dilotive Issuance Motice™). For purposes of clarification,
whether or not the Corporation provides a Dilutive Issuvance Notice pursuant
to this Section 7(b). upon the ocewrmence of any Dilutive [esuance, afier the
date of such Dilutive Issuancs the Serics C Holder is entitled to seceive &
number of Conversion Shares based upon the Base Coaversion Price
regardless of whether the Series C Holder accumately refers to the Base
Conversion Price in the Notice of Conversion.

{v) if the Corporation, at any time while the Sexies C Preferred
Stock is outstanding, shall distribute to all holders of Common Stock {and
not to Series C Holders) evidences of its indebtedness or assets or rights or
warrants to subscribe for or purchase any security other than the Common
Stock (which shall be subject to Section 5(c){jii), then in each such case the
Set Prce shall be adjusted by multiplying the Set Price o cifect
immediately prior to the record date fixed for determination of stockholders
entifled to receive such distribution by a fmetion of which the depominator
shall be the VWAP determined se of the record date mentioned above, and
of which the numerator shall be such VWAP on such record date Jess the
then per share fair market value at auch record date of the portion of such
assets or evidence of indebtedness so distibuted applicable to one
ontstanding share of the Common Stock as determined by the Board of
Directors in good faith, In either case the adfustments shall be described in
3 statement provided to the Series C Holders of the portion of assefs or

i
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evidences of indebicdness so distibuted or such sobscription rights
applicabie to one shate of Coramon Stock. Snch adjustment shall be made
whenever sny such distwibution is made and shall become effective
immediately after the record date mentioned sbove.

{vi)  All calculations under this Section 5(c) shail be made w the
nearegt cent or the nearest 1/100th of 2 share, as the case may be. The
number of sheares of Comman Stock cutstanding at any given time shall not
include shares owned or held by or for the account of the Corporation, and
the disposition of any such shares shall be considered en igsuc or sale of
Common Stock. For parposes of this Section 5(c), the number of shares of
Commop Stock desmed to be ouistanding (he “Common  Stock
Omistanding™) as of a given date shall be the aum of the number of shares of
Common Stock {excluding treasury shures, if any) issued and outstanding.

{vii} Notwwithstandipg anything w the contrary heresin, no
adjuzstment shall be made borounder in eomnection with an Exempt Issuance.

(viii) Whenever the Set Price is adjusted pursuant fo this Section
the Corporation shall promptly madl to each Series C Holder, 2 notice setting
forth the Set Price after such adjostmoent 2nd sciting forth 2 brief statement
of the facts reguiring such adjustment.

(ix) If the Corporation issues a variable rate security, despite the
prohibiion thereon in the Purchase Agreement, the Corporation shali be
deemed to have issued Comnon Stock or Commen Stock Equivalents at the
lowest possible conversion or #xercise price et which such securitiegs may be
converted or exercised in the case of a Variable Rate Transaction {ag defined
in the Purchase Agreement), ot the lowest possible adfustment price in the
case of an MFN Transaction (as defined in the Purchase Agresment).

{x) The Corporation shall commence an internal investigation
using independent coungel to determine the mumber of shares of Common
Stock and Common Stock Equivalents outstanding on the Closing Date.
Upon completion of the investipation, if the Corporation’s shares of
Common Stock outstanding, on a folly diluted basis, did not equal
§0,000,000, as of the Closing Date, then the Set Price will be adjusted (o a
new Set Price determined by multiplying the existing Set Price by a fraction,
the numerator of which is 80,000,000 and the denominator of which is the
number of shares of Common Stock outstanding on a fully diluted basis ay
of the Closing Date, as determined by the investigation.

Section 6. Qptiongl Redemption, The Corporation shall have the following
rights to tedeem shares of the Preferred Siock:

|
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{a) Provided that the Company’s Articles of Incorporation shall have been
amended to permit the issuance of the Common Stock to be fssued on the
conversion of the Series C Preferred Stock, the Corporation shall have the right up
to the first anniversary of the Original Issue Date to redecm any sharcs of Preferned
Stock then ocutstanding at & price per share of Preferred Stock equal to 300% of the
Stated Value plus all accrued and unpaid Dividends thercon through the closing
dete of such redemption.

{b) At gny time after the first annfversary of the Original Issoe Date, the
Corporation may redeem any shares of Preferred Stock then outstanding at a price
per share of Preferred Stock equal to 500% of the Stated Value plos all accrued and
unpaid Dividends thereon through the closing date of such redemption {2s defined
below).

{c) Any redemption made by the Corporation pursuant to this Section (the
“Company Redemption™) shall be made by providing thiny (30) days™ advance
written notice {the *Company Redemption Netice™ to the holders of shares of
Preferred Stock. The Corporation may redeem afl, but not less than all, of the
outstanding shareg of Preferred Stock pursnant to this Section.

{d) The Corporation may not deliver to 2 holder a Company Redemption
Notice unless on or prior to the date of delivery of such Company Redemption
Notice, the Corporation shall have segrepated on the baoks and records of the
Corporation an amount of cash sufficient to pay all amounts to which the holdets of
shates of Preferred Stock are cntitled upon soch redemption. Any Company
Redemption Notice deliversd shall be irrevocable and shall be accompanied by a
staternent executed by a duly authorized officer of the Cotporation.

(e) The price per share of Preferred Stock required to be paid by the
Corporation ptirsuant to this Section 6 (the “Company Redemption Amount™) shal}
be paid in cash to the holders whose Preferred Stock is being redeemed within five
{5) business days of the effective date of the Company Redemption (the “Company
Redemption Date™); provided, however, that the Corporation. shall nat be obligated
to deliver amy portion of the Compsny Redemption Amount until either the
certificates of Preferred Stock being redesmed are defivered to the office of the
Corporation or the holder notifies the Corporation that such certificates have been
lost, stolen or destroyed and delivers the appropriste documentation.
Notwithstanding anything herein to the contrary, in the event thar the certificates
representing the shares of Preferred Stock being redesmed are not delivered to the
Corporation or the transfer agent or the holder fails to notily the Corperation or the
transfer agent that such certificates have been lost, stolent or destroyed and fails to
deliver the appropriate documentation prior to the fifth business day following the
Company Redemption Date, then the redemption of the Preferred Stock pursuant to
this Section 6 shall siill be deemed effective as of the Company Redemption Datc,
but the Company Redemption Amount shall be paid in cash to the holder whose
shares of Preferred Stock ate baing redeeined only within five (3) buginess days of
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the date the certificates for the Preferred Stock representing such shares are actually
delivered to the Corporation or the mansfer agent or the holder notifies the
Ceorporation that such certificates have been lost, stolen or destroyed and delivers
the appropriate documentation to the Carporation.

{H Notwithstanding the delivery of a Company Redsmpbon Notice, a
holder may convert some or all of its shares of Preferred Stock subject to such
Company Redemption Notice by the delivery prior 10 the Company Redemption
Date of a Notice of Conversion to the Corporaton and otherwise complying with all
requitements set forth fn Section 5, In the event a holder wounld be precluded from
converting any shares of Preferred Stock subject to a Company Redemption Notice,
the Company Redemption Date, for such holder only, shall antomatically be
extended by that number of deys by which such holder is so precluded; provided,
however, that in no event shail the Compeny Redemption Date be extended by

more than sixty (60) days.
Section 7. Redemption Unop Trigeexing HBvenis.

{a) Upon the occurrence of a Trigeeting Event, each Sevies C Holder shall
(in addition to all other rights it may have hereunder or under applicable Jaw) Bave
the rght, exercisable at the sole option of such Serles C Holder, w require the
Corporation to, {i) with respect to the Triggering Events set forth in Sections
F(b)(it), (v), (vid), (1x), (x)(a8 to voluntary filings only) and (xii}), redeem ail of the
Series C Preferred Stock then held by such Sertes C Holder for a redempiion price,
i cash, equal to the Triggering Redemption Amonot; or, (i) at the option of the
Series C Hoider and with respect to the Triggering Events set forth in Sections
b)) (1), (v, (i), (vill), (x)(as to involuntary fiiings only) and (xi), either (A}
redeem ali of the Series C Preferred Stock then held by such Series C 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 immediately prior to the date of election hereunder or
{B} Increase the dividend on all of the owtstanding Serics € Preferred Stock held by
such Series C Yiclder 10 egual 18% per snoum thereafter. The Triggering
Redemption Amount, in eash or in sharss, if the Cotporation elects clauses (¥} or
{ii}B) above, shall be due and payable or issuable, as the case may be, within 5
Trading Diays of the date on which the notice for the payment therefor is provided
by & Seces C Holder (the “Triggering Rederoption Pavment [dg1e™). I the
Corporation fails to pay the Triggering Redernption Amount heretnder in foll
pursuant to this Section on the date such amount is Jdue in sccordence with this
Section (whether in cash or shares of Common Stock), the Corperation will pay
interest thereon at 4 rate of 18% per apnum {or such lesser amount permitted by
applicable law}, accniing daily from such date until the Triggeting Redemption
Amount, plus al] such interest theresm, is paid in full. For purpeses of this Section,
a share of Scrics C Preferred Stock is outstanding until such date as the Series C
Holder shull have received Conversion Shares upon a conversion (or attempied
conversion) thereof that meets the requirements hereof or has been paid the
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Triggering Redemption Amount plus all scerned but unpaid dividends and all
accrued but unpaid liquidated damages in cash.

{b) "Thggering Evenl™ means any one or mote of the following 2venis

{(wharever 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 sny cowt, or any
order, rule or regulation of any administrative or governmental body):

(i) the failure of a Conversion Shares Registration Statement to be
declared cffective by the Commisaion on or prior to the 380th™ day after the
Original Issue Date;

() if, during the Effectivencss Pegod, the effectiveness of the
Conversion Shares Registration Statcment lepses for any reason for more
than an aggregate of 23 calendar days {which need not be consecutive days)
during any 12 month period, or the Series C Holder shail not be permitted o
regel]l Registrable Securities under the Conversion Shares Registtation
Statement for more than an aggregate of 25 calendar days (which need not
e consecutive days) durdng any 12 month period;

{ii) ths Corporation shall fail to deliver certificates representing
Couversion Shares issuable upon a conversion hereunder that comply with
the provisions hereof prior to the 5% Trading Day afier such sharts are
required to be delivered hercunder, or the Corporation shall provides written
notice to any Series C Holder, including by way of public announcernent, st
any time, of its intention not fo comply with requests for conversion of any
shares of Series € Preferned Stock in accordance with the terms hereof;

{iii) one of the Events (s defined in the Registration Rights
Agreernent) described in subeections (i), (H)Y or (i) of Section 2(c) of the
Registration Rights Agresment shall not have becn cured to the satisfaction
of the Series C Helders prior to the expiration of 30 dayx from the Event
Date (ay defined in the Registration Rights Agrecment) relating thereto
(other than an Event resulting from a failere of a Conversion Shares
Registration Staternent to be declared effective by the Commission on or
prior to the 180th day afier the Original Issue Date, which shall be covered
by Section 7(b)(D);

(iv) the Corporstion shall fai] for any reasonm o pay in fuill the
amonnt of cash due pursnant to a Buy-In within 5 days after notice therefor
is delivered herevnder or shall fail to pay all amounts owed on account of an
Event within five days of the dare due;

13
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(vil) the Corporation shall fal to obzerve or perform any other
covenant, aprsement or warranty contained in, or otherwise commit any
breach of the Transaction Documents, and such failure or breach shall got, if
subject to the possibility of & cure by the Corporation, have been remedicd
within 30 calendar days after the date on which written notice of such failure
or breach shall have been given;

(vi) any breach of the agreements delivered 10 the initial Series C
Holders at the Closing pursuant te Section 2.2(a)(vi) of the Purchase
Agreement;

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

(viti) the Corporation shall he party to & Change of Couttrol
Transaction; or

{ix) there shall have oceurped & Bankruptcy Event;

{x) the Common Stock shall fail to be lisied or quoted for trading
on a Frincipal Market for more than 180 Days, which need not be
consecutive Trading Days; ot

Section B. Definitions. For the purposss hereof, the following terms shall have the

following meanings:

“actiial Minimum® shall bave the meaning given such teri in the Securities
Purchase Agreement.

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

“Bapkuptey Event” meuns any of the following events: (a) the Corporation
or any Significant Subsidiary (as such teom is defined in Ruole 1.02(8) of Regulation
S-X) thereof commences a ease or other proceeding under any bankruplcy,
reorganization, arrangement, adjustment of debt, relief of debtors, dissolution,
insolvency or Heuidation or similar law of any judsdiction relating to the
Corporation or any Significant Subsidiary thereof; (b) there is commenend against
the Corporation or ay Significant Subsidiary thereof any such case or proceeding
that is not dismissed within 60 days after commencsment; {¢) 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 jz 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
discharped 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 a composition, adjustment or restructuring of its debts; or

16
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(g) the Corporation or any Sipnificant Subsidiary thereof, by any sct or failure to
act, expressly indicates its consent to, approval of or acquiescence in any of the
forepoing or takes any corporate or other action for the purposc of eifecting avy of
the foregoing.

“Base Conversion Price” shall have the meaning set forth in Section
S5(ckiv).

“Buy-In" shall have the meaning set forth in Section S(h)(iii).

“Change of Control Transagtion” mesns the ocenrrence after the date hereof

of any of (a) an acquisition after the date hercof by ap individual or legal entity or
“group” {as described in Rule 13d-5(b)1) promulgated under the Exchange Act) of
effective control {whether through legal or beneficial ¢wnership of capital stock of
the Corporation, by contract or otherwise) of in excess of 33% of the voting
secutities of the Corporation, or (b) & replacement st one ime or within a one year
period of more than one-half of the members of the Corporation’s board of directars
witich is not approved by a majority of these individuals who are members of the
beard of dircciors on the date hereof (or by those individuals who are serving as
memhers 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 hy the Corporation of an
agreement to which the Corporation is a party or by which it is bound, providing
for any of the events set forth shbove in (2) or (bl

“Clozing” means closing of the purchass and sale of the Series C Preferred
Stock,

*Closing Pate” means the Trading Day when all of the Transaction
Dociurments have boen extcuted and delivered by the applicable partics thereta, and
all conditions precedent to (I} the Series € Holders' obligatione te pay the
Subscription Amount and (i) the Corporation’s obligations to deliver the shares of
Series C Preferred Stock and Warrants have been satisfied or waived.

“Commi " means the Securities and Exchange Commission,
i

“Common Stock” means the Corporation’s common stock, patr value $0.01
per share, and stock of any other ciass into which such shares may heoreafter have
been reciassified or changed.

“Cornmon Stock Qutstanding™ shall have the meaning set forth in Section
S(e)(vid

“Conversion Amount” means the sum of the Stated Valoe at issue.
“Coftversion Data™ shall hava the meaning set forth in Seetion S(b)I).
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“Copversion Shares” means, collectively, the shares of Commeon Stack into
which the shares of Seriss C Preferred Stock are convertible in accordance with the
tertns hexeof.

“Conversion Shates Registration Statenent™ means a registration statement

that meets the requirements of the Registration Rights Agreement and registers the
regnie of all Conversion Shaves by the Series C Eolder, who shall ba named a5 a
“selling stockbolder” theresmder, all as provided in the Registration Rights
Agreement.

“Pilutive Issuance™ shall have the meaning set forth in Section 5(c)(iv).

Be)(iv).
“Diyvidend Payment Date” shall have the meaning set forth in Section 2(z).

“Effective Date” means the date that the Conversion Shares Registration
Statement is declared effective by the Comnission.

“Equity Conditions™ Unless waived by & Series C Holder 23 to a panticular
event (which waiver shall apply only to such Series C Holder), as of such event
date, the following conditions have been met: (i} the Corporarion shall have duly
honored all conversions and redemptions scheduled to gocur or ocounring prior 1o
such date, (it} there is an effective Conversion Shates Registration Statement
pursuant to which the Series C Holders am permitted to utilize the prospectus
thereunder to resell all of the Conversion Shares issued to the Seiies C Holders and
all of the Conversion Shates a3 are issuable to ithe Series € Holders upon
conversion in full of the Szries C Preferred Stock (and the Comporation believes, in
good Taith, that such effectiveness will continue uninterrupted for the foresceable
future), (iii) the Common Stock is listed for trading on the Principal Market (ant! the
Corporation believes, in pood faith, that trading of the Common Stock on the
Principal Market will continue unintsrrupted for the foreseeable future), (v} all
liquidated damages and other amounts owing in respect of the Series C Preférred
Stock shall have been paid or will, concurrent]y with the issuance of the Convegsion
Shares, be paid in cavh; {v) there is a sufficient number of authorized but unissued
and otherwise unteserved shares of Common Stock for the issuance of 2il the
Conversion Shares as are issnable to the Series C Halder upon conversion in full of
the Series C Preferred Stock; (vi) no Triggerng Event has occurred and is
continuing; (vii) all of the Conversion Shares issuable to the Sexies C Holder apon
copversion in full of the Series C Preferred Stock will not violate the limitatiods set
forth i Sections 5¢a)(i) and if}; and (viii) no public annomncement of & pending
or proposed Fimdamental Transaction or Change of Control Transaction has
occurred that has not been consummated.

88 Notice™ shali have the meaning set forth in Section

“Bichange Act’” means the Sscurities Exchiange dot of 1934, as amendqd.
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“Exempt Issuapes” 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 plen duly adopted by a majority of the non-employee members of the
Board of Directors of tha Comaration or a majority of the members of a committes
of non-employee directors established for such purpose, (b) securities upon the
exercise of or conversion of any securjties issued hereunder, convertible sequrities,
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 securities, and (¢) securities issued pursuant to
acquisitions or strategic trangactions, provided any such issuance shall only be to a
Person which is, itself or through its subsidisries, sm 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 trangaction in which the Corporation js fesuing securities primarily for the
purpose of raising capital or to an entity whose primary business is investing in
gecurities.

“Pundamental Transacijon” means the ocourrence after the date hereof of
any of (a) the Corporation cffects any merger or consolidation of the Corporation
with or into another Person, (b) the Corporation effects any salé of all or
substantially afl of its assets in one or a series of related fransactions, (¢} any tender
offer or exchange offer (whether by the Corporation or avother Person) is
completed pursuant to which holders of Comunon Stock are permitted 1o tender or
exchange their shares for other securities, cash or property, or {(d) the Corporation
cffects any reclassification of the Comimon Stock or anmy comapulsory =hare
exchange pursuant to which the Common Stock is effectively converted into or
exchanged for other securities, cash or property.

“SBgdes C Holder” shall have ithe meaning given such term in Section
hersof.

“Typior Securities” means the Commmon Stock and all other equity or equity
equivalent securitics of the Corporation other than those securitics that are (2)
cutgtanding on the Original Issue Date and (b) which are explicitly senior in rights
or liquidation preference {0 the Series C Prefetred Stock.

“Liguidation” shall have the meaning given such term in Section 4.

“Wotics of Conversion™ shall have the mearning given such term in Section
5{a).

“Qriginal Issve Date” shall mean the date of the first issnance of any shares
of the Series C Prefersed Stock megardless of the number of transfers of any
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particular shares of Series C Preferred Stock and regardless of the number of
certificates which may be issued to evidence such Setiss C Preferred Stock,

“Person™ means & corporation, an association, a parnership, an organization,
a business, an individuel, a government or political subdivision thereof or 8
governmentai agency.

“Principal Marker” initially means the Over-the-Connter Bulletin Bozard and
shall also include the Amencan Stock Exchange, NASDAQ Small-Cap Market, the
pink sheets, the New York Stock Exchange, or the NASDAQ National Market,
whichever it at the time the principal trading exchangs or market for the Common
Stock, based upon share volume.

“Purchase Appeement” mesns the Securities Purchage Agreement, dated ax
of the Origina) Issue Date, to which the Corporstion and the original Series C
Holders are parties, as amended, modified or supplemented from time to time in
sccordance with ita terms.,

“Registration Rights Agreement” means the Registration Rights Agreement,
dated as of the Original Isgue Pate, o which. the Corporation and the original Series
C Holders are parties, as amended, modified or supplemented from titne to fime in

accordance with its terms,

“Securities Act” means the Securities Act of 1933, as am=ndcd and the
rules and regulations prouttlgated thereunder.

“Set Price” shall have the meaning set forth in Section S{&){).

“Share Delivery Date” shall have the meaning given such term in Section
5(6). .

“Stated Value” shall have the meaning given such term in Section .

“Subscription Amount” shall mean, as to each Purchaser, the amount to be
paid for the Series C Preferred Stock purchased pursnant to the Purchase
Agreement as specificd below such Purchaser’s name on the signature page of the
Purchase Agreement and next to the heading “Subscription Amount”, in United
States Dollars and in immediate]y avaiiable fands.

“Sgbsidisry” shall have the meaning given to such texm in the FPurchase
Agreement,

“Trading Day” shall mean any day during which the Principal Market shall
be open for business.
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“Lransaction Docuppents” shall mean the Purchase Agreement and all
agrecments sntgved into in comnection therewith, including the Registration Rights
Apreement and the Warrants.

“Triggerine Event” shall have the meaning set forth in Section 7(b).

“Tiiggering Redumption Amount” for each share of Series C Prefmed
Stock means the sum of (i) the greater of (A) 120% of the Stated Value and (B) the
product of (2) the VWAF on the Trading Day immediately preceding the date of the
Triggering Event and (b) the Stated Value divided by the then Set Pdce, (i) all
accnied but impaid dividends thereon and (i) all liguidated damages and other
amaounts die in respect of the Series C Preferred Stock.

“VYWAF"” means, for any date, the price determined by the first of the
following elanses that applies: (a) if the Commaon Stock ig then listed or quoted on 2
Principal Masket, the daily volume weighted averape price of the Common Stock
for such date (or the pearext preceding date} on the Principal Market on which the
Cornmmon Stock is then Listed or quoted as seported by Blocmberg Financial L.P.
{basged on 2 Trading Day from 9:30 a.m. Eastern Time to 4:02 p.m. Eastern Time);
{(b) if the Common Stock is not then Jisted or quoted on 2 Principal Market and if
prices for the Common Stock are then quoted on the OTC Bulletin Board, the
volume weightzd averape price of the Commraoon Stock for such date {or the nearest
preceding dme) on the OTC Buolletin Board; {¢) if the Common Stock is not then
listzd or quotad on the OTC Bulletin Board and if prices for the Common Stock are
then reported in the “Pink Sheets” pubiished by the National Quotation Burcau
Incorporated {or & 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 all other cases, the fair market value of a share of Comron Stock
as determined by an independent appraiser selected in pood faith by the Purchasers
and reasonably accepteble to the Corporation.

Fundamental 'I‘ransxcfion occurs, fhen upon any subscquent conversion of shares of Scnes
C Preferred Stock, the Series C Holder shatl have the right to receive, for aach Conversion
Share that would have been issuable upon such comversion absent such Fundamental
Transaction, the same kind and amount of securities, cash or property as it would have been
entitied to receive upan the occurrence of such Fundamentsl Transaction if it had been,
immediately prior to such Fundamental Transaction, the holder of two shares of Common
Stock (the “Altenate Consideration’™). For purposes of any such conversion, the
determinztion of the Set Price shall be appropriately adjusted to apply to such Altermate
Consideration based on the amovnt of Alternstc Consideration issnable in respect of one
shiare of Comnion Stock in such Fundemental Transaction, and the Corporation shall
apportion the Set Price among the Alternate Considerstion in a teasonable manmer
reflecting the relative value of any different components of the Alternate Consideration. If
hoiders of Common Stock are given any choice as to the securities, cash or property to be
recerved in a Fundamental Trinsaction, then the Series C Holder shall be given the same
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choice 25 10 the Alternate Congideration it receives upon any conversion of shares of Series
C Preferred Stock following such Fundamental Transaction. To the extent necessary to
effectuate the forcgoing provisions, any successor to the Corporation or surviving entity in
such Fundamental Transaction shall issue to the Series C Holder new Series C Preferred
Stock consistent with the foregoing provisions and evidencing the Series C Folder’s sight
to convert such Saries C Preferred Stock into Alternate Consideration. The terms of any
agresment pursoant to which a Fundaments]l Transaction is effected shall inclode feons
requiring any such successor or surviving entity to comply with the provisions of this
Section 9 and insuring that the Series C Preferred Stock (or any such teplacement security)
will be similarly adjusted upon any subsequent transaction snalogous to 2 Fundamental
Transaction or Change of Control Transaction. In the event of 2 Fundaments] ‘Fransaction
or a Change of Control Transaction, then at the reqnest of the Series C Holder delivered
before the 90th day after such Fundamental Transaction, the Corporation {or sny such
successor of surviving entity) will purchase the Series C Preferred Stock from the Series C
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 Tratisaction), equal to the Triggering
Redempiion Amomnt on such date.

SBection 10. Migcellaneous.

(@) If (i) the Corporztion shall declare a dividend {or any othst distribution)
on the Common Stock, (i) the Corporation shall deciara a special nonrecurring cash
dividend on or a2 redemption of the Common Stock, (iii} the Corporation shall
authorize the granting to all holders of Common Stock rights or warramis to
subscribe for o purchase any shares of capital stock of any class or of any rights,
(iv) the approval of any stockbolders of the Corporation shall be required in
conniection with any reclassification of the Common Stock, any congolidation or
merger te which the Corporstion is a party, any sale or transfer of afl or
substantially all of the assetx of the Corporation, of any compulsory share exchange
whereby the Common Stock is convertsd into other secusities, cash or property;, or
(v) the Cuorporation shall anthorize the voluntary or involuntary dissolution,
liguidsation or winding up of the affairs of the Cormporaticn; then the Corporation
shall canse to be filed at each office or agency maintained for the purpose of
conversion of the Serfes C Preferred Stock, and shall caused o be matled to the
Series C Holders at their Iast addresses as they shalt appear upon the stock books of
the Corporation, at least 20 calendar days prior to the applicable record or effective
date hereinafter specified, a notice stating {x) the date on which a record is to b
taken for the purpose of such dividend, disttibution, redemption, rights or watrants,
or if a record {5 not to be taken, the deie as of which the holders of the Commmon
Stoek of record to be entitled to such dividend, distributions, redemption, tights or
warrants are to be determined or {y) the date on which any such reclassification,
consolidation, merger, sale, transfer or shere exchange is expecied to becorne
effective or close, and the date 28 of which it is expected that holders of Common
Swock of recordd shalt be entitled to exchange their shares of Common Stock for
securities, cash or other property deliverable upon such reclassification,
coneolidation, merger, sale, trangfer or share exchange; provided, that the fajlure 10
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mail such notice or any defect theresin or in the mailing thereof shall not affect the
validity of the corporate action required to be specified in such notice. Serieg C
Holders sre entitled to convert the Conversion Amount of Series C Preferred Stock
during the 20-day period commencing the date of such notice to the effective dats
of the event triggering such notice.

(b} The Corporation covenants that it will at ali times reserve and keep
svailable ont of it authorized and unissued ghares of Common Stock soleiy for the
purpose of issuance upon conversion of Series C Preferred Stock, each as herein
provided, free from presmptive rights or any other actnal contingent purchase rights
of persong other than the Series C Holders, not less than such numbet of shares of
Commaon Stock as shall be issuable upon the conversion of all outstanding shares of
Series C Preferred Stock. The Corporation covenants that 21l shares of Common
Stoek that shall be so issuable shall, upon issue, be duly and validly authorized,
issued and fully paid and nonassessable,

{¢} Upon a conversion hersunder the Corporation shall not be required to
issue stock certificates representing fractions of shancs of Common Stock, but may
if otherwise permitted, make a cash payment in respect of any final fraction of a
share based on the VWAP at such time. If sny fraction of a Conversion Share
would, except for the provisions of this Section, be issuable upon a conversion
hereunder, the Corporation shall pay an amoumt in cash equal to the VWAP
immrnediately prior to the applicable conversion multiplied by such fraction.

(d) The issuance of centificates for Common Stock on conversion of Series
C Preferred Stock shall be made without charge to the Series C Holders thereof for
any documentary stamp or similar taxes that may be payable in respect of ihe issue
or delivery of such certificate, provided that the Corporation shall not be required to
pay any tax that may be payabls in respect of any transfer involved in the issusuce
and delivery of any such certificate opon conversion in a name other than that of the
Series 1 Holder of such shares of Seties C Preferred Stock so converted,

(e} To effect conversions or redsmptions, as the case may be, of shares of
Series C Preferred Stock, a Series C Holder shall not be required to surrender the
certificate(s) rcpresenting such shares of Series C Preferred Stock w0 the
Cotporation unless all of the shares of Series C Preferred Stock represented thereby
are 50 converted, in which case the Series C Holder shall deliver the certificate
representing such share of Series C Preferred Stock promptly following the
Conversion Date at igsue, Shares of Series C Preferred Stock converted into
Common Stock or redeermed in accordance with the terms hereof shail be canceled

and may not be reizsued,

(f). Any and all notices or other communications or deliveries to be provided
by the Series C Holders of the Serjex C Proferred Srock hereunder, imeluding,
without limitation, any Notice of Conversion, shall be in writing and delivered
personally, by facsimile or sent by a nationally recognized overnight courier
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service, addressed to the attention of the President of the Corporation addressed to
President, Fax Number: 412-457-0128 or to such other address or facsirnile 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
hereupder shall be in wiiting and delivered personally, by facsimile or sent by a
nationally recognized ovemnight courier servics, addressed to sach Serlps € Holder
at the facsimile telephone number or address of such Series C Holder appeating on
the books of the Corporation, which address shall initially be the address of snch
Series C Holder set forth on the signature pages of the Purchase Agreement, or such
other address as the Corporation or a Series € Holder may designate by ten days
advance written mnotice 1o the other partics hereto. Any notice or other
commmication or deliveries hereunder shall be deemed given and effective on the
carliest of (i) the date of transmigsion, if such notice or comumunication is delivered
via facsimile at the facsimile telephone number specificd in this Szction prier to
6:30 p.m. (New York City time) (with confirmation of transmission), (ii) the date
after the date of transmisgion, if such notice or commmunication is delivered via
facsimile at the facsimile telephone number specified in this Section later than 6:30
p-m. (New York City Hme) on any date and earlier than 11:52 p.m. (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 2 nationally recognized overnight conrier setvice,
specifying next day delivery, with written verification of service, or (v} upon actual
receipt by the pasty to whom such notice is required to be given.

(2) For purposes heraof, a share of Series C Preferred Stock is outstanding
until such date as the Series C Holder shall 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.

(h) Except as expressly provided hersin, no provision of this Certificate of
Designation shall alter or impair the obligation of the Corporation, which is
absolute and unconditional, to pay the Hguidated damages Gf any) on, the shares of
Series € Preferred Stock at the tirne, place, and rate, and in the coin or currency,
herein presciibed.

(i) If a Series C Holder’s Seres C Preferred Stock certificate shall be
mutilated, lost, stolen or destroved, the Cogporation shall execute and deliver, in
exchange and substiution for and upon cancellation of a mutilated certificate, or in
lisu of or in substitution for a lost, stolen or destroyed certificate, a new certificate
for the shares of Series C Preferred Stock so mutilated, iost, stolen or destroyed but
only upon receipt of evidence of such loss, theft or destruction of such certificate,
and of the owncrship hereof, and indemmnity, If reguested, all reasonably satisfactory
to the Corporation.

() All questions conceming the consiruction, validity, enforcemment and
interpretation of this Cestificate of Designation shall be governed by and construed
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and enforced in accotdence 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 fegal
proceedings concerming the interpretations, enforcement and dofense of the
transactions contemplated by any of the Transaction Documents (whether brought
against a party hercto ot its respective affiliaies, directors, officers, shareholders,
employees or agents} shall be commenced in the state and federal courts sitting in
the City of New York, Borongh of Manhattan (the “New York Courts”). Each
party herzto hereby irrevocably submits to the exclusive jurisdiction of the New
York Courts for the adjudication of any dispute herennder or in connection herewith
or with any transaction contemnplated hereby or discussed hercin {fncluding with
respoct to the enforcement of any of the Transaction Documents), and hereby
irrevocably waives, and agrees not to assert in any suit, sctfon or proceeding, eny
claim that it is not personally subject to the jutisdiction of any such court, or such
Mew York Courts are improper or inconvenient venue for such proceeding. Each
party hereby irrevocably waives personal serviee of process and consents to process
being served in any such suit, action or proceeding by meiling 2 copy thereof via
registered or certified mail or overnight delivery (with evidence of delivery) to such
party at the address in cffuct for notices to it under this Centificate of Designation
and agrees that such service shall constitute good and sufficient service of process
and notice thersof. Nothing contained herein shell be deeyned to limst in any way
any right to serve pracess in any manner permitted by taw. Each party hepeto hereby
irrevocably waives, 1o the fullest extent permitted by applicsble law, any amd all
right to trial by jury in any legal proceeding arising out of or relating to this
Cerificate of Designation or the transactions comemplated hereby. I either party
shall commence an action or proceeding o enforce amy provisions of this
Certificate of Desighation, then the prevailing party in such achion or proceeding
ghall be reimbumed by the other party for its attorpeys fees and other costs and
expenses incurred with the investigation, preparation ard prosecution of such action

or proceeding.

{k} Any waiver by the Corporation or the Series C Holder of a breach of
any provision of this Certificate of Desigpation shall not operate &s or be construed
to be a waiver of any other breach of such provision or of any breach of smy other
provigion of this Certificate of Desipnation. The failure of the Corporatioh or the
Series C Holder to inslst npon strict adherence to my term of this Certificate of
Designation on one or more oceasions shall not be considered a waiver or deprive
that party of the right thersafter to insist upon strict adberence to that tetn or any
other term of this Cartificate of Designation. Any waiver must be in writing, :

(I} If any provision of this Cenificate of Designation is invalid, illegal or
unenforceable, the balapce of this Cettificate of Designation shall remain in effect,
and if any provision i3 imapplicable to =y person or circumstance, it shall
nevertheless remain applicable to all other persons and circumstances. If it shall be
found that any interest or other amount deemed interest dus hereundsr viclates
applicable laws governing usury, the applicable rate of imterest dus hersunder shall
autoratically be lowered to equal the maximyrm permitted rate of interest.
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{m) Whenever any payment or other pbligation hereunder shall be due on a
day other than a Business Day, such payment shall be mads on the next succeeding
Business Day.

(n) The headings contained herein are| for convenience only, do not
constitiute a part of this Certificate of Dasipnation and shall not be deemed to Hmit
or affect any of the provisions hereof.
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(0} RESOLVED, FURTHER, that the Chairnan, the president or any vice-
president, and the secretary or any assistant secretary, of the Corporation be and
they herchy are authorized and directed to prepare and file a Certificate of

Designation of Preferences, Rights and Limitations in accordance with the
foregoing resolution and the provisions of Florida law,
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TN WITNESS WHEREOF, the undersigned have sxecuted this Ceriificate riis 213y of
Angnet 2005,

"hh . w
& lntaim Chief ki Offcer
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ANNEX A
NOTICE OF CONVERSION

(To bz Exccured by the Registered Series C Holder i order {o convert shares of Series C
Preferred Stock)

The undersigned hereby clects to convert the number of shares of Convertible Series C
Preferred Stock indicated telow, inte shares of common stock, par value $0.001 per share
{the “Common Stock™), of World Health Alternstives, Inc., a Florida corporation {the
“Cprporation™), according to the conditions hereof, as of the date wiitten below, If shares
are to be issned in the name of a person other than undersigned, the undersigned will pay
all transfer taxes payable with respect thereto and is delivering herswith such certificates
and opinions 28 reasonably requested by the Corporation in accordance therewith. No fee
will be charged to the Series C Holder for any convetsion, except for such transfer taxes, if
any.

Conversion ealculations:

Date to Effect Conversion

Number of shares of Series  Preferred Stoek owned prior to Conversion

Number of shares of Series C Preferred Stock to be Converted

Stated Vezlue of sharcs of Senjes C Prefetred Stock io be Converted

Number of shareg of Common Stock to be Issned

Applicable Set Price

Number of shares of Series C Preferred Stock subsequent to Couversion

[HOLDER]
By:

Narne:
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