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CERTIFICATE OF DESIGNATION, g @?gg
PREFERENCES AND RIGHTS
of

SERIES B CONVERTIELE PREFERRED STOCK

Deer Valley Corporation, a corporaiion organized and existing under the laws of the State
of Florida (the “Corporsaiion’), hereby certifiss that the Board of Directors of the Corporation
(the “Board of Directors” or the “Board™), pursuant to authority of the Board of Directors as
required by applivable corporate law, and in accordance with the provisions of its Articles of
Incorporation and Bylaws, has and hereby authorizes a series of the Corporation’s previcusly
authorized Preferred Stock, par value 3.01 per share (the “Preferred Stock™), and heraby states
the desiznation and number of shares, and fixes the rights, preferences, privileges, powers and
restrictions thereof, as follows:

SERIES B CONVERTIRLE PREFERRED STOCK DESIGNATION AND AMOUNT

48,451 shares of the authorized and unissued Preferred Stock of the Corporation are
hereby designated “Series B Convertible Preferred Siock” with the following rights,
preferences, pewers, privileges, restrictions, qualificaiions and limitations.

1. Intentronally Omitted.

2. Yotine

a, Number of Vgles. On any matter presented to the stockbolders of the
Corporation for their action or consideration at any mesting of stockholders of the Corporation
(or by written consent of stockholders in lien of meeting), each holder of outstanding shares of
Series B Convertible Preferred Stock shall be entitled to cast the munber of votes squal to the
mumnber of whole shares of Common Stock into which the sharss of Series B Convertible
Preferred Stock held by such holder are convertible as of the record date for detexmining
stockholders enfitled to vote on such matter. Bxcept as provided by law or by the provigions of
Section 2(b) below, koldears of Series B Convertible Preferred Stock shall vote together with the
holders of Common Stock, and with the holders of any other ceries of Preferred Stock the terms
of which so provide, together as a single ¢lass.

b, Limitations on Corporate Action. At any time when shares of Series B
Convertible Preferred Stock are ouistanding, except where the vote or wrliten consent of the
holders of a greater number of shares of the Corporation is required by law or by this Certificate
of Designstion, and in addition to any other vote required by law or this Cerlificate of
Designation, without the written consent or affirmative vote of the holders of a majority of the
then~outstanding sherss of Seriea B Convertible Preferred Stock given in writing or by vote at a
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Liguidation Preference Payment (as defined in the Certificate of Designations, Preferences, and
Rights of Series A Convertible Prefotred Stock of the Corporation {the “Series A Preferred
Stock Certificate of Designations™)) shall be made to the holders of shares of the Corporation’s
Series & Convertible Preferred Stock (the “Series A Preferred Stock™) and before any payvment
shall be raade to the holders of Common Stock or any other class or series of stock ranking on
liguidation jumior to the Series B Convertible Preferred Stock (such Conumon Stock and other
stock being collectively referred to as “Jonior Stock™) by reason of their ownership thereof, an
amoumt equal to One Hundred Thousand and No/100 Dollars ($100,000)the amount payable
pursuant to this sentence is hereinafter referred to as the “Series B Liquidation Amounnt™), If
upana any such Hquidation, dissohtion, or winding np of the Corporation {and after the entire
Agpregate Series A Liguidation Preference Payment has been paid {o the holders of shares of
Seties A Preferred Stock) the remaining assets available for distfbution to its stockholders shall
be insufficient o pay the holders of shares of Series B Convertible Prefarred Stock and any class
or series of stock ranking on liquidation on a parity with the Series B Convertible Preferred
Stock, the full preferential amount to which they shall he enfitled, the holders of shares of Seties
B Conpvertible Preferred Stock and any class or series of stock ranking on lignidation on a parity
with the Serics B Convertible Prefered Stock, which shall inchude the Series C Converiible
Preferred Stock of the Compeny (the “Series C Preferved Stock™), shall share ratably in any
distribution of the remaining asseis available for distdbution in proporiion to the respective
amounnts that would otherwise be payable in rospect of the shares held by them upon such
distribution if all amounts payable on or with respect to such shares were paid in fuil

B. Payments to Holders of Junior Stock. Upon any Hguidation, dissolution or
winding 1p of the Corporation, immediately after (1) the holders of Series A Preferred Stock
have been paid in full the Aggregate Series A Liquidation Preference Payment, as set forth in the
Sexies A Preferred Stock Certificate of Diesigrations; and (2) the bolders of Series B Counvertible
Preferred Stock have been paid in full the Series B Liguidation Amount pursuant to Section 4(2)
above, and the holders of Series C Preferred Stock have been paid in full the Series C
Liguidation Amount, a3 set forth in the Series C Preferred Stock Ceriificate of Designations, the
remaining net assetg of the Corporation available for distribution shall be distributed pro-rata
among the holders of shares of Series B Converiible Preferred Stock, Series C Preferred Stock
and Common Stock on an as-converted-to-Common Siock basis.

c. Degrged Ligpidation Events.

6 The following cvents shall be deemed to be a Hguidation of the
Corporation for purposes of this Sectipn 4 {a “Deemed Liguidation Event”), unicss the holders
of a majority of the shares of Serfes B Convertible Preferred Stock elect otherwise by written
notice given to the Corporation st least five (5) days prior to the effective date of any such event:

A, a merger or consolidation in which
Y the Corparation is a constituent party, or

(i)  a subsidiary of the Corporation 15 a constituent party
and the Corporation issues shares of its capital stock
pursuant to such merger or consolidation,

3
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except that any such merger or consolidation involving the Corporation or a subsidiary in which
the shares of capital stock of the Corporation outstanding immediately prior to such merger or
censolidation continue to represent, or are converted or axchanged for shares of capital stock that
represent, immediately following such merger or consolidation, at least & majority, by voting
power, of the capital stock of (1) the sixviving or resulting corporation or (2} if the surviving or
resulting corporation is & wholly-owned subsidiary of another corparation immediately following
such merger or comsolidation, the parent corporation of such surviving or resulting corperation
(provided that, for the purpose of this Section 4(¢){i), 2l shares of Common Stock issuable upon
excrcise of options outstanding immediately prior to such merger or counsolidation, or upen
conversion of convertible securities outstanding imumediatzly prior to such merger or
consolidation shall be deemed to be outstanding immediately prior to such merger or
consolidation and, if applicable, converted or exchanged in such merger or consolidation on the
same terms as the actual outstanding shares of Common Siock are converted or exchanged); or

B. the sale, lesse, tramsfer, or other disposition, in a single
transaction or series of related transactions, by the Corporation or any subsidiary of the
Corporation of all or substantially all of the assets of the Corporation and s subsidiaries, taken
as 2 whole, except where such sale, leasge, transfer, or other disposition is 16 a wholly-owned
subsidiary of the Corporation.

(ity  The Corporation shall not have the power to effect any transaction
constititing a Deemed Liquidation Bvent pursuant to Section H(cHiIWANID) above unless the
agreement or plan of merger or consolidation provides that the consideration payable o the
stockholders of the Corporation shall be allocated among the holders of capital stock of the

Corporation in accordance with Sections 4(g) and 4(b) above.

(ifl) In the event of a Decmed Liguidation Bvent pursuani to Sgetion
HAMDAXID or (B) sbove, if the Corporation does not effect a dissolntion of the Corporation
under the Floride Business Corporation Act within sixty (60) days afler such Deemed
Liquidation Event, then (A} the Corporation shall deliver a written notice to sach holder of Series
B Converiible Preferred Stock no later than the 60th day afier the Deemed Liquidation Event
advising such holders of their right (and the requirements o be mef fo secuire such right} pursuant
to the terms of the following clause (B) o require the redemyption of such sharss of Series B
Convertible Preferred Stock, and (B) if the holders of at lcast a majority of the then-outstanding
shares of Series B Converdible Preferred Stock so request in 2 written instrument delivered to the
Corporation not later than seventy-five (75) days afler spch Deemed Liguidation Event, the
Corpoyation shall use the consideration received by the Corporation for such Deemed
Liquidation Bvent (net of any retained labilities associated with the assets sold or technology
licensed, as determined in good faith by the Board of Directors){the "Net Proceeds™) to redeem,
to the sxtent legally available therefor, on the 90th day after such Deemed Liquidation Event (the
"Liguidation Redemption Date”), all outstanding shares of Series B Convertible Preferred
Stock at a price per share equal fo the Series B Liguidation Amount. In the event of a
redemption pursuant to the preceding sentence, if the Net Proceeds are not sufficient o redeem
21l outstanding shares of Series B Convértible Preferred Stock, or if the Proceeds are not
sufficient fo redecm 2l outstanding shares of Series B Convertible Preferred Stock, or if the
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Corporation. does not have sufficient finds lawfully available to effect such redemption, the
Corporation shall redecm 2 pro rata pottion of each holder's shaves of Serics B Convertible
Preferred Stock to the fullest extent of such Net Proceeds of such lawfilly available funds, as the
case may be, and, where such redemption 15 limited by the amonnt of lawfully available funds,
the Corporation shall redeem the remaining shares 1o have been redesmed as soon as practicable
after the Corporation has funds legally available therefor. Prior to the distribution or redemption
provided for in this Section 4{c)(iil), the Corporation shall not expend or dissipate the

_ consideration received for such Deemed Ligunidation Event, except to discharge expenses
incarred in the ordinary course of business.

(iv) Whenever the distribution provided for in this Section 4 shall be payable
in property other than cash, the value of such distribution shall be the fair market value of such
property, rights or securities as determined in good faith by the Board of Directors of the
Corporation.

2. Contemporancously with the completion of the increase in authotized
shares of Common Stock of the Corporation (the “Mandatory Conversion Date”) in connection
with that certain Securifies Purchase and Share Exchange Agreement, of even date herewith, by
and among Deer Valley Corporation, certain shersholders of Deer Valley a party thereto,
DeerValley Acquistions, Corp. (“DVA™), DVA sharcholders a party thersto, Vieis Capital
Master Fund, and certain purchasers of Series A Convertible Preferred Stock a party thereto, ()
each outstanding share of Series B Convertible Preferred Stock shall automatically be converted
into one hundred (100} shares of Commeon Stock, and (ii} the shares of Serics B Convertible
Preferred Stock may not be reisgued by the Corporation as shares of such series or any other
series of Preferred Stock.

b. Al holders of record of shares of Series B Convertible Prefarred Stock
shall be given written notice of the Mandatory Conversion Date and the place designated for
mandatory conversion of all stich shares of Serles B Convertible Preferred Stock pursuant to this
Section 5. Such notice need not be given in advance of the occwrrence of the Mandatory
Conversion Date. Such nofice shall be sent by first class or registered mail, postage prepaid, or
given by slectronic conmmunication in compliance with the provieions of Florida comporate law,
to each record holder of Series B Convertible Preferred Stock. Upon recsipt of such notics, sach
holder of shares of Series B Convertible Preferred Stock shall surrender his, her or its
certificate(s) for all such shares to the Corporation at the place designated in such notice, and
shall thereander receive certificates for the number of shares of Common Stock to which such
holder is entitled pursuant to Section 5(a) On the Mandatory Conversion Date, ali ouistanding
shares of Series B Convertible Preforred Stock shall be desmed to have been converted into
shares of Common Stock, which shall be deerned to be outstanding of record, and all rights with
respect to the Series B Convertible Preferred Stock so converted, including the rights, if any, to
teceive notices and to vote {other than as a holder of Comumon Stock), will terminate, except the
right of the holders thereof, upon surrender of their certificate(s) therefor, to receive certificates
for the namber of shares of Common Stock into which such Series B Convertible Preferred
Stock has been converted, and payment of any declared but unpaid dividends thereon. If a0
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raquired by the Corporation, ctrtificates swrendered for conversion shall be endorsed or
accompanied by writen instmment(s) of transfer, in form satisfactory io the Corporation, duly
executed by the registered holder or by his, her or its attorney duly authorized in writing. As
soon as practicable afier the Mandatory Conversion Date and the surrender of the certificate(s)
for Serles B Convertible Preferted Stock, the Corporation shall cause to be issusd and deliversd
to such holder, on his, her or its written order, & certificate or certificates for the number of full
shares of Cornmon Stock issusble on such Conversion in accordance with the provisions hereof,

& Al certificates evidencing shares of Series B Convertible Preferred Stock
that are required to be smrendered for conversion in accordance with the provisions hereof shall,
from and after the Mandatory Conversion Date, be deemed to have been refited and cancelled
apd the shares of Series B Convertible Preferred Stock repicsented thershy comverted into
Common Stock for all purposes, notwithstanding the faiture of the holder(s) thereof to surrender
such certificate(s) on or prior to such date. Such converted Series B Convertible Preferred Stock
mzy not be reissued as shares of such Serles or any other series of Preferred Stock, and the
Corporation may thereafier take such appropriate action (without the need for stackholder action)
as may be pecessary to reduce the authorized number of shares of Series B Convertible Preferred
Stock accordingly.

8, Optional Conversion. The holders of the Series B Convertible Preferred Stock
shall have no optional conversion Tights. - .

7. Redemption. There shall b2 no redemption of shares of Series B Convertible
Preferred Stock.

8. Waiver. Any of the righis, powers, or preferences of the holders of Series B

Convertible Preferved Stock set forth herein may be waived by the affirmative consent or vote of
the holders of at least a majority of the shares of Series B Convertible Preferred Stock then

ouistanding,

[Signatute Page Follows]
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IN WITNESS WHEREOQF, this Certificate of Designation has been execuzed bya duly
authorized officer of the Corporation on this 213t day of Tuly, 2008,

DEER VALLEY CORPORATION

Bwﬁ%@
Charle:

5 (. Masters
President and Chief Bxecutive Officer

[Bignarre Page to Series B Prafrred Coriificate of Desigantions]
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