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The use of the terms “we,” “us” or “the Company” in this report shall be deemed to mean MDwerks, Inc., unless the
context requires otherwise. References in this report to “our subsidiaries” shall be deemed to mean each of MDwerks
Global Holdings, Inc., Xeni Medical Systems, Inc., Xeni Financial Services, Corp., Xeni Medical Billing, Corp. and
Patient Payment Solutions, Inc.

Item 1.01 Entry into a Material Definitive Agreement

On November 14, 2008, we, along with our subsidiary Xeni Financial Services, Corp. (“XFS”), entered into a Loan and
Securities Purchase Agreement (the “Loan Agreement”) with Debt Opportunity Fund LLLP (“DOF”), pursuant to which
DOF will lend the Company up to $10,300,000, subject to a deduction for an original issue discount of 2%. The
proceeds from the loan from DOF will be used by us primarily to purchase medicinal preparations prescription
workers’ compensation claims from a prospective new client, pursuant to a claims assignment agreement. The claims
assignment agreement is currently being negotiated by us and the prospective new client and there can be no assurance
that such negotiations will result in a definitive agreement. Until such time as the claims assignment agreement and
documents related to the claims assignment agreement are executed, and certain other conditions set forth in the Loan
Agreement are satisfied, other than $300,000 previously disbursed to MDwerks for working capital purposes, the
proceeds of the loan from DOF will be held in an escrow account. In the event the conditions to the disbursement of
the funds in the escrow account are not satisfied on or before December 8, 2008, all proceeds in the escrow account
will be returned to DOF.

Pursuant to the Loan Agreement, we issued a Senior Secured Promissory Note, dated November 14, 2008, to DOF in
the original principal amount of $10,300,000 (the “DOF Note”). The DOF Note bears interest at the rate of 13% per
annum and is payable monthly, in arrears on the first day of each month, commencing on December 1, 2008. Interest
will not begin to accrue on amounts held in the escrow account described above, until such time as those amounts are
disbursed to us. Principal payments in the monthly amount of $150,000 commence on June 1, 2009 and, subject to
events of default specified in the Loan Agreement, the entire amount of principal and accrued but unpaid interest due
under the note becomes due and payable on November 14, 2010. To the extent the balance of the loan is not disbursed
to us on or before December 8, 2008, DOF will surrender the DOF Note to us for cancellation and we and XFS will
reissue a new note in the principal amount actually received by us.

In connection with the Loan Agreement and the financing provided under the Loan Agreement, we, and each of our
subsidiaries and DOF entered into security agreements, dated November 14, 2008, pursuant to which we and our
subsidiaries granted a security interest to DOF in substantially all of our assets. Each of our subsidiaries also entered
into a guaranty agreement to guaranty all obligations under the Loan Agreement and documents entered into in
connection with the Loan Agreement.

As partial consideration for the loan provided by DOF we issued to DOF a ten-year Series J Warrant to purchase
9,339,816 shares of our common stock at a price of $1.00 per share (the “Series J Warrant”). In the event the balance of
the loan is not disbursed to us on or before December 8, 2008, DOF will surrender the Series J Warrant to us for
cancellation.

In connection with the issuance of the Series J] Warrant, we and DOF entered into a registration rights agreement,
dated November 14, 2008, pursuant to which, among other things, we granted “piggyback” registration rights to DOF
for the Series J] Warrant.

The following summary description of the material agreements and instruments entered into in connection with the
transaction described above is qualified in its entirety by reference to the copies of such material agreements and

instruments filed as exhibits to this Current Report on Form 8-K.

Loan and Securities Purchase Agreement
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The Loan Agreement provides for the loan to us by DOF of up to $10,300,000, subject to a deduction for an original
issuance discount of 2%. The Loan Agreement provides that funded amounts under the Loan Agreement shall be
funded into an escrow account with DOF’s counsel serving as Escrow Agent. The release of the funded amounts from
the escrow account are subject to various conditions, including the entry into a definitive claims purchase agreement,
controlled account agreement and related documents with the prospective new client; the compliance by us and XFS
with the covenants contained in the Loan Agreement; the representations and warranties contained in the Loan
Agreement being true and correct; no change occurs with respect to us or XFS that results in a Material Adverse
Effect (as defined in the Loan Agreement).
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The Loan Agreement contains certain restrictions on our ability to: (i) declare dividends; (ii) reclassify, combine or
reverse split our common stock; (iii) incur liens; (iii) incur certain types of indebtedness; (iv) liquidate or sell a
substantial portion of our assets; (v) enter into transactions that would result in a Change of Control (as defined in the
Loan Agreement); (vi) amend our charter documents in a way that adversely affects the rights of DOF; (vii) except
through XFS, make loans to, or advances or guarantee the obligations of, third parties; (viii) make intercompany
transfers; (ix) engage in transactions with officers, directors, employees or affiliates; (x) divert business to other
business entities; (xi) make investments in securities or evidences of indebtedness (excluding of loans made by XFS)
in excess of $250,000 in a calendar year; and (xii) file registration statements, until the earlier of: (x) 60 Trading Days
following the date that a registration statement or registration statements registering all the shares of Common stock
for which the Series J] Warrant is exercisable is declared effective by the Commission; and (y) the date the shares of
Common stock for which the Series J Warrant is exercisable are saleable by DOF under Rule 144 under the Securities
Act without limitation as to volume or manner of sale.

Events of default under the Loan Agreement include: (i) default in the payment of dividends on or the failure to
redeem the Series B Preferred Stock when due; (ii) failure to perform the covenants contained in the Securities
Purchase Agreement or the related transaction documents; (iii) suspension from listing on the OTC Bulletin Board or
other exchange for 10 consecutive trading days; (iv) the failure to timely deliver shares of common stock upon
conversion of the Series B Preferred Stock or exercise of the Series H Warrant ; (v) default in the payment of
indebtedness in excess of $250,000; (vi) a judgment entered against us in excess of $250,000 that continues
undischarged or unstayed for thirty-five (35) days after entry thereof; and (vii) insolvency, bankruptcy and similar
circumstances.

2
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The Loan Agreement also contains customary representations, warranties, covenants and indemnification provisions
for transactions of the type entered into between the Company and DOF.

DOF Note

The DOF Note bears interest at the rate of 13% per annum and is payable monthly, in arrears on the first day of each
month, commencing on December 1, 2008. Interest will not begin to accrue on amounts held in the escrow account
described above, until such time as those amounts are disbursed to us. Principal payments in the monthly amount of
$150,000 commence on June 1, 2009 and, subject to events of default specified in the Loan Agreement, the entire
amount of principal and accrued but unpaid interest due under the note becomes due and payable on November 14,
2010. In the event any payment of principal or interest or both remains unpaid under the DOF Note for a period of ten
days or more after the due date thereof, a one-time late charge equivalent to five percent (5%) of each unpaid amount
will be charged against us and XFS. Furthermore, in the case of an Event of Default (as defined in the Loan
Agreement), the interest rate will be adjusted to 18% per annum. The DOF Note may be prepaid at anytime, in whole
or in part without any penalty or premium.

Series J Warrant

On November 14, 2008, we issued to DOF the Series J] Warrant. The Series J] Warrant is exercisable for an aggregate
of 9,339,816 shares or our common stock at a price of $1.00 per share for a period of ten years from the date of
issuance. The Series J] Warrant may be exercised on a cashless basis to the extent that the resale of shares of common
stock underlying the Series J] Warrant is not covered by an effective registration statement. The exercise price will be
subject to adjustment in the event of subdivision or combination of shares of our common stock and similar
transactions, distributions of assets, issuances of shares of common stock with a purchase price below the exercise
price of the Series H Warrant, issuances of any rights, warrants or options to purchase shares of our common stock
with an exercise price below the exercise price of the Series ] Warrant, issuances of convertible securities with a
conversion price below the exercise price of the Series J] Warrant.

Borrower Security Agreements

Pursuant to the terms of the Loan Agreement, we and XFS each entered into a Security Agreement, dated November
14, 2008 with DOF (collectively, the “Borrower Security Agreements”). The Borrower Security Agreements secure our
and XFS’ obligations in connection with the Loan Agreement, the DOF Note and the Transaction Documents (as
defined in the Loan Agreement). The Borrower Security Agreements provide for a lien in favor of DOF on all of our
assets and all of the assets of XFS, except for accounts resulting from the purchase of Prescription Claims (as defined
in the Loan Agreement) from clients other than the prospective new client that is the subject of the loan from DOF.

3
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Guaranty Agreements

Pursuant to the terms of the Loan Agreement, each of our subsidiaries entered into a Guaranty Agreement, dated
November 14, 2008, with DOF (collectively, the “Guaranty Agreements”). The Guaranty Agreements provide for
unconditional guaranties of our and XFS’ obligations in connection with the Loan Agreement and the Transaction
Documents.

Guarantor Security Agreements

Pursuant to the terms of the Loan Agreement, each of our subsidiaries entered into a Guarantor Security Agreement,
dated November 14, 2008, with DOF (collectively, the “Guarantor Security Agreements”). The Guarantor Security
Agreements provide for liens in favor of DOF on all of the assets of each of our subsidiaries (other than XFS, which
entered into one of the borrower Security Agreements described above).

Registration Rights Agreement

Pursuant to the terms of the Loan Agreement, we entered into a Registration Rights Agreement, dated November 14,
2008, with DOF (the “Registration Rights Agreement”). The Registration Rights Agreement requires us, subject to
certain exceptions, to include shares of common stock that may be purchased upon exercise of the Series J] Warrant in
any registration statement that we file until such time as such shares (i) have been sold pursuant to Rule 144
promulgated under the Securities Act of 1933, as amended (‘“Rule 144”) or an effective registration statement or (ii) are
eligible for immediate resale under Rule 144.

Item 3.02 Unregistered sales of Equity Securities.
Item 1.01 above is incorporated into this Item 3.02 by reference.

DOF is an “accredited investor,” as defined in Regulation D under the Securities Act of 1933, as amended, or the
Securities Act. None of the DOF Note, the Series J] Warrant, or the shares of our common stock underlying the Series
J Warrant were registered under the Securities Act, or the securities laws of any state and were offered and sold in
reliance on the exemption from registration afforded by Section 4(2) and Regulation D (Rule 506) under the Securities
Act and corresponding provisions of state securities laws, which exempts transactions by an issuer not involving any
public offering.

We made this determination based on the representations of DOF, which included, in pertinent part, that DOF is an
“accredited investor” within the meaning of Rule 501 of Regulation D promulgated under the Securities Act, and that
DOF was acquiring the securities it was acquiring for investment purposes for its own account and not as nominee or
agent, and not with a view to the resale or distribution, and that DOF understood such securities may not be sold or
otherwise disposed of without registration under the Securities Act or an applicable exemption therefrom. Thus, the
DOF Note, the Series J] Warrant, and shares of common stock underlying the Series J Warrant may not be offered or
sold in the United States absent registration or an applicable exemption from the registration requirements and
certificates evidencing such shares contain a legend stating the same.

4
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Item 9.01 Financial Statements and Exhibits.

(d) Exhibits

The following exhibits are filed as part of this report:

Exhibit No.

4.1

4.2

4.3

4.4

10.1

10.2

10.3

10.4

10.5

10.6

10.7

Description

Loan and Securities Purchase Agreement, dated November 14, 2008, by and among
DOF, MDwerks, Inc. and Xeni Financial Services, Corp.

Senior Secured Promissory Note, dated November 14, 2008, issued by MDwerks, Inc.
and Xeni Financial Services, Inc. in the original principal amount of $10,300,000

Series J] Warrant issued to Debt Opportunity Fund LLLP to purchase 9,339,816 shares
of common stock at a price of $1.00 per share

Registration Rights Agreement, dated November 14, 2008, between MDwerks, Inc.
and Debt Opportunity Fund, LLLP

Guaranty, dated November 14, 2008, issued to Debt Opportunity Fund, LLLP by Xeni
Medical Billing, Corp.

Guaranty, dated November 14, 2008, issued to Debt Opportunity Fund, LLLP by
MDwerks Global Holdings, Inc.

Guaranty, dated November 14, 2008, issued to Debt Opportunity Fund, LLLP by Xeni
Medical Systems, Inc.

Guaranty, dated November 14, 2008, issued to Debt Opportunity Fund, LLLP by
Patient Payment Solutions, Inc.

Security Agreement, dated November 14, 2008, entered into by and between Debt
Opportunity Fund, LLLP and MDwerks, Inc.

Security Agreement, dated November 14, 2008, entered into by and between Debt
Opportunity Fund, LLLP and Xeni Financial Services, Corp.

Security Agreement, dated November 14, 2008, entered into by and between Debt
Opportunity Fund, LLLP and MDwerks Global Holdings, Inc.




10.8

10.9

10.10

99.1
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Security Agreement, dated November 14, 2008, entered into by
and between Debt Opportunity Fund, LLLP and Xeni Medical
Systems, Inc.

Security Agreement, dated November 14, 2008, entered into by
and between Debt Opportunity Fund, LLLP and Xeni Medical
Billing, Corp.

Security Agreement, dated November 14, 2008, entered into by
and between Debt Opportunity Fund, LLLP and Patient Payment

Solutions, Inc.

Press Release announcing DOF financing transaction
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SIGNATURE

Pursuant to the requirements of the Securities Exchange Act of 1934, as amended, the Registrant has duly caused this
Report to be signed on its behalf by the undersigned hereunto duly authorized.

MDWERKS, INC.
Dated: November 20, 2008 By: /s/ Howard B. Katz

Howard B. Katz
Chief Executive Officer
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Exhibit Index
Description

Loan and Securities Purchase Agreement, dated November 14, 2008, by and among
DOF, MDwerks, Inc. and Xeni Financial Services, Corp.

Senior Secured Promissory Note, dated November 14, 2008, issued by MDwerks, Inc.
and Xeni Financial Services, Inc. in the original principal amount of $10,300,000

Series J] Warrant issued to Debt Opportunity Fund, LLP to purchase 9,339,816 shares
of common stock at a price of $1.00 per share

Registration Rights Agreement, dated November 14, 2008, between MDwerks, Inc.
and Debt Opportunity Fund, LLLP

Guaranty, dated November 14, 2008, issued to Debt Opportunity Fund, LLLP by Xeni
Medical Billing, Corp.

Guaranty, dated November 14, 2008, issued to Debt Opportunity Fund, LLLP by
MDwerks Global Holdings, Inc.

Guaranty, dated November 14, 2008, issued to Debt Opportunity Fund, LLLP by Xeni
Medical Systems, Inc.

Guaranty, dated November 14, 2008, issued to Debt Opportunity Fund, LLLP by
Patient Payment Solutions, Inc.

Security Agreement, dated November 14, 2008, entered into by and between Debt
Opportunity Fund, LLLP and MDwerks, Inc.

Security Agreement, dated November 14, 2008, entered into by and between Debt
Opportunity Fund, LLLP and Xeni Financial Services, Corp.

Security Agreement, dated November 14, 2008, entered into by and between Debt
Opportunity Fund, LLLP and MDwerks Global Holdings, Inc.
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Security Agreement, dated November 14, 2008, entered into by
and between Debt Opportunity Fund, LLLP and Xeni Medical
Systems, Inc.

Security Agreement, dated November 14, 2008, entered into by
and between Debt Opportunity Fund, LLLP and Xeni Medical
Billing, Corp.

Security Agreement, dated November 14, 2008, entered into by
and between Debt Opportunity Fund, LLLP and Patient Payment

Solutions, Inc.

Press Release announcing DOF financing transaction
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LOAN AND SECURITIES PURCHASE AGREEMENT
By and Between
MDWERKS, INC.,
XENI FINANCIAL SERVICES, CORP.
and
DEBT OPPORTUNITY FUND, LLLP

DATED NOVEMBER 14, 2008

13
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LOAN AND SECURITIES PURCHASE AGREEMENT

This LOAN AND SECURITIES PURCHASE AGREEMENT (the “Agreement”), dated this 14th day of November,
2008, is made by and between MDWERKS, INC., a Delaware corporation (“MDwerks” or the “Company”), XENI
FINANCIAL SERVICES, CORP., a Florida corporation (“XFSC” and along with MDwerks, each a “Borrower” and
collectively the “Borrowers”), and DEBT OPPORTUNITY FUND, LLLP, a limited liability limited partnership
organized under the laws of the State of Florida (the “Lender”).

RECITALS

WHEREAS, pursuant to the terms and conditions of this Agreement, the Borrowers wish to borrow $10,300,000 from
the Lender (the “Loan”) to be evidenced by the issuance of a Senior Secured Promissory Note in the form attached
hereto as Exhibit A (the “Note™);

WHEREAS, the Borrowers will use the proceeds from the Loan to purchase medicinal preparations prescription
worker’s compensation claims (‘“Prescription Claims”) from Prospective Client (“XXX”) under the terms and conditions of
that certain Prescription Claims Assignment Agreement (the “Claims Purchase Agreement”) between XFSC and XXX

to be entered into pursuant to Section 5.8 hereof;

WHEREAS, as part of the agreement to make the Loan, the Lender has requested that MDwerks sell and issue to the
Lender a Series J] Warrant to purchase an aggregate of 9,339,816 shares of common stock, par value $.001 per share
(the “Common Stock”), of MDwerks initially at an exercise price of $1.00 per share in the form attached hereto as
Exhibit B (the “Series J] Warrant” or the “Warrant™); and

WHEREAS, the Lender desires to provide the Loan to the Borrowers and purchase the Warrant from MDwerks
according to the terms hereinafter set forth.

NOW, THEREFORE, the Borrowers and the Lender hereby agree as follows:

ARTICLE 1
THE LOAN AND PURCHASE AND SALE OF THE WARRANT

1.1 The Loan and Purchase and Sale of the Warrant. Subject to the terms and conditions hereof and in reliance on the
representations and warranties contained herein, or made pursuant hereto, (a) the Borrowers will borrow, and the
Lender will lend the Borrowers at the closing of the transactions contemplated hereby (the “Closing”), the aggregate
amount of up to $10,300,000 under the Note, subject to a deduction for an original issue discount of 2%, less the fee
owed to the Lender pursuant to Section 12.9 hereof in the amount of $80,000 (the “Cash Payment”) and (b) MDwerks
will issue and sell to the Lender, and the Lender will purchase from MDwerks at the Closing, the Warrant for making
the Loan to the Borrowers. The Note will be issued with an original issue discount of two percent (2%). The
Borrowers shall receive from the Lender $0.98 for each $1.00 of principal amount of the Note as indicated in Section
1.3 hereof.

1.2 Closing. The Closing shall be deemed to occur at the offices of Bush Ross, P.A., 1801 N. Highland Avenue,
Tampa, Florida 33602, at 5:00 p.m. EST on November 14, 2008, or at such other place, date or time as mutually
agreeable to the parties (the “Closing Date”).

1.3 Closing Matters. Subject to the terms and conditions hereof, the following actions shall be taken:

-

14



Edgar Filing: MDwerks, Inc. - Form 424B3

(a) On the Closing Date, (i) the Borrowers will deliver to the Lender the documents set forth in Section 5.4 hereof, (ii)
the Lender shall advance $1,500,000 under the Note by, after applying the 2% original issue discount of $30,000,
delivering the sum of $1,470,000, less the Cash Payment of $80,000, by wire transfer of immediately available funds
in the form of (A) $1,090,000 to the Escrow Account (as defined in Section 1.4) to be held by the Escrow Agent and
(B) $300,000 in accordance with instructions of the Borrowers.

(b) After the Closing Date, the Lender shall advance an additional $8,800,000 under the Note by, after applying the
2% original issue discount, delivering $8,624,000 to the Escrow Agent by wire transfers to the Escrow Account
consisting of no more than six (6) separate financings with at least two (2) such financings occurring during each
calendar week beginning with the first full calendar week following the Closing Date (each such subsequent payment
referred to herein as a “Subsequent Funding” with all such payments into the Escrow Account referred to herein as the
“Funded Amount”).

1.4 Escrow. The Lender has agreed that the Funded Amount pursuant to clauses (a) and (b) of Section 1.3 above will
be deposited in an escrow account (the “Escrow Account”) to be held and released by the Escrow Agent (as defined in
the Escrow Agreement) pursuant to the terms of an Escrow Agreement, substantially in the form attached hereto as
Exhibit C (the “Escrow Agreement”). Subject to the terms of the Escrow Agreement, the Funded Amount shall be
released to Borrowers by wire transfer to the Claims Purchase Account (as defined in Section 5.9) upon satisfaction
(or waiver) of the conditions set forth in Article V below, or returned to the Lender, if each of the conditions set forth
in Article V below is not satisfied (or waived) by December 8, 2008 (the ‘“Funding Date”). In the event that the Funded
Amount is returned to the Lender hereunder, the Lender shall promptly return the Note and the Warrant to the
Borrowers for cancellation; provided, however, the Borrowers shall reissue the Note to the Lender in the amount of
such sums actually received by the Borrowers, inclusive of the Cash Payment, pursuant to this Agreement.

1.5 Claim Purchases.

(a) Segregation of Funds. Except as otherwise provided in this Agreement, the proceeds from the Loan and any and all
amounts received from the collection and processing of Prescription Claims purchased under the Claims Purchase
Agreement (the “Restricted Funds”™) shall be deposited in the Claims Purchase Account and segregated at all times from
the operating funds of the Borrowers and any other accounts held by the Borrowers.

(b) Removal of Restricted Funds. The Borrowers shall not remove Restricted Funds from the Claims Purchase
Account except upon receipt, and then only to the extent, of the Lender’s prior written consent, which may be withheld
in the Lender’s sole discretion;_provided, however, that the Borrowers may use Restricted Funds to (i) purchase
additional Prescription Claims as provided in this Section 1.5 and (ii) make payments to XXX in accordance with the
Claims Purchase Agreement provided that the Borrowers deliver written notice of any payment to be made to XXX to
Lender at least ten (10) days prior to making such payment. Every thirty (30) days, the Lender and Borrowers shall
conduct a meeting in person or via teleconference at a mutually agreeable time, date and location to review the status
of, and adequacy of amounts in, the Claims Purchase Account and to discuss the potential release of funds from the
Claims Purchase Account to an operating account of XFSC (any such released funds shall be referred to as ‘“Permitted
Withdrawals”); provided, however, such release shall be the sole discretion of the Lender.

3.
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(c) Notice of Proposed Purchase. At least three (3) Trading Days prior to the purchase of any Prescription Claims
under the Claims Purchase Agreement (a “Proposed Purchase”), Borrowers shall submit a written request to the Lender
identifying the specific Prescription Claims included in the Proposed Purchase and the total amount and date of the
Proposed Purchase. Provided that the conditions in Section 1.5(d) are met, Borrowers shall be entitled to use the
Restricted Funds for the Proposed Purchase to the extent that the sum of the Restricted Funds and Acceptable
Receivables exceeds the aggregate principal amount of all Advances (the “Borrowing Base”). As used in this
Agreement, “Acceptable Receivables” means the purchased Prescription Claims for which XFSC has not received
payment, but excluding the following Prescription Claims: (i) any Prescription Claim or portion thereof that remains
unpaid 180 days or more after the Prescription Claim was submitted for payment; (ii) any Prescription Claim or
portion thereof with respect to which any Borrower has received notice of a claim or dispute over payment; (iii) any
Prescription Claim submitted for payment to an entity that is insolvent, the subject of bankruptcy proceedings or out
of business; (iv) any Prescription Claim not subject to a duly perfected, first-priority security interest in the Lender’s
favor or which is subject to any Lien (as defined in Section 8.3) in favor of any Person (as defined in Section 3.13)
other than the Lender; (v) Prescription Claims owed by an obligor, regardless of whether otherwise eligible, if 25% or
more of the total amount of Prescription Claims due from such obligor is ineligible under sub-clauses (i) or (ii) above;
(vi) Prescription Claims, or portions thereof, otherwise deemed ineligible by the Lender in its sole discretion.

(d) Conditions Precedent to Purchases. The Borrowers’ ability to use Restricted Funds for a Proposed Purchase shall be
subject to the further conditions precedent that:

(i) An Event of Default has not occurred and is not continuing or an Event of Default would not result from the
Proposed Purchase;

(i1) No default has occurred and is continuing by either XXX or XFSC with respect to the Claims Purchase
Agreement;

(iii) The representations and warranties contained in this Agreement or contained in the other Transaction Documents
are true and correct as of the date of the Proposed Purchase, except to the extent any such representation or warranty is
stated to relate solely to an earlier date, in which case such representation or warranty shall be true and correct on and
as of such earlier date;

(iv) The Prescription Claims set forth in the Proposed Purchase are to be purchased under the terms of and in
accordance with the Claims Purchase Agreement;

(v) The Borrowers shall have provided to the Lender a certificate, in form and detail reasonably satisfactory to the
Lender, setting forth the calculation of the available Borrowing Base, executed on behalf of the Borrowers by officers
of the Borrowers (the “Borrowing Base Certificate”), and the Lender shall be satisfied that the Proposed Purchase does
not exceed the available Borrowing Base; and

(vi) Since the date of the most recently filed financial statements of the Borrowers, there has been no change in either
of the Borrowers’ business, properties or condition (financial or otherwise) that has had or would have a Material

Adverse Effect (as defined in Section 3.1).

Each request for a Proposed Purchase by the Borrowers shall constitute a representation and warranty by each
Borrower that the conditions contained in this Section 1.5(d) have been satisfied.

4-
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ARTICLE I1
SECURITY DOCUMENTS

2.1 Security Documents.

(a) Security Agreement and Collateral Assignment. All of the obligations of the Borrowers under the Note shall be
secured by a lien on all the personal property and assets of the Borrowers now existing or hereinafter acquired granted
pursuant to (i) a security agreement from each Borrower dated of even date herewith between each of the Borrowers
and the Lender in the form attached hereto as Exhibit D (“Security Agreements), and (ii) such other documents as the
Lender may reasonably require from Borrowers to secure its interests under this Agreement.

(b) Guaranty. All of the obligations of the Borrowers under the Note shall be guaranteed pursuant to a guaranty
agreement in the form attached hereto as Exhibit E (“Guaranty Agreement”) by each of the following subsidiaries of the
Company (each a “Subsidiary” and collectively, the “Subsidiaries”): MDwerks Global Holdings, Inc., a corporation,
organized under the laws of the State of Florida (“MGHI”), Xeni Medical Systems, Inc., a corporation organized under
the laws of the State of Delaware (“XMSI”), Xeni Medical Billing, Corp., a corporation organized under the laws of the
State of Delaware (“XMBC”), and Patient Payment Solutions, Inc., a corporation organized under the laws of the State
of Florida (“PPS”).

(c) Guarantor Security Documents. All of the obligations of each Subsidiary under its Guaranty Agreement shall be
secured by a lien on all the personal property and assets of such Subsidiary now existing or hereinafter acquired
granted pursuant to a guarantor security agreement dated of even date herewith between such Subsidiary and the
Purchaser in the form attached hereto as Exhibit F (“Guarantor Security Agreement”).

ARTICLE III
REPRESENTATIONS AND WARRANTIES OF THE BORROWERS

Each of the Borrowers hereby represents and warrants to the Lender as of the date of this Agreement as follows:

3.1 Organization and Qualification. Each Borrower is a corporation duly organized and validly existing and in good
standing under the laws of the jurisdiction in which it is incorporated, and has all requisite corporate power and
authority to carry on its business as now conducted. Each Borrower is duly qualified as a foreign corporation to do
business and is in good standing in every jurisdiction in which its ownership of property or the nature of the business
conducted by it makes such qualification necessary, except to the extent that the failure to be so qualified or be in
good standing would not have a Material Adverse Effect. As used in this Agreement, “Material Adverse Effect” means
any material adverse effect on the business, properties, assets, operations, results of operations, or condition (financial
or otherwise) of the Borrowers and the Subsidiaries, taken as a whole, or on the transactions contemplated hereby or
by the agreements and instruments to be entered into in connection herewith, or on the authority or ability of a
Borrower to perform its obligations in all material respects under the Transaction Documents.

5.
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3.2 Subsidiaries. MDwerks has no other subsidiaries other than the Subsidiaries, and XFSC has no subsidiaries. The
Company owns, directly or indirectly, all of the capital stock of each Subsidiary and XFSC, free and clear of any and
all Liens, except Permitted Liens (as defined in Section 8.3), and all the issued and outstanding shares of capital stock
of each Subsidiary and XFSC are validly issued and are fully paid, non-assessable and free of preemptive and similar
rights. Each Subsidiary is a corporation duly organized and validly existing and in good standing under the laws of the
jurisdiction in which it is incorporated, and has all requisite corporate power and authority to carry on its business as
now conducted. Each Subsidiary is duly qualified as a foreign corporation to do business and is in good standing in
every jurisdiction in which its ownership of property or the nature of the business conducted by it makes such
qualification necessary, except to the extent that the failure to be so qualified or be in good standing would not have a
Material Adverse Effect.

3.3 Compliance.

(a) Neither any Borrower nor any Subsidiary (i) is in default under or in violation of (and no event has occurred that
has not been waived that, with notice or lapse of time or both, would result in a default by any Borrower or any
Subsidiary under), nor has any Borrower or any Subsidiary received notice of a claim that it is in default under or that
it is in violation of, any indenture, loan or credit agreement or any other agreement or instrument to which it is a party
or by which it or any of its properties is bound, except such that, individually or in the aggregate, such default(s) and
violations(s) would not have a Material Adverse Effect, (ii) is in violation of any order of any court, arbitrator or
governmental body, or (iii) is in violation of any of the provisions of its certificate or articles of incorporation, bylaws
or other organizational or charter documents.

(b) The business of each Borrower and each Subsidiary is presently being conducted in accordance with all applicable
foreign, federal, state and local governmental laws, rules, regulations and ordinances (including, without limitation,
rules and regulations of each governmental and regulatory agency, self regulatory organization and Trading Market
applicable to any Borrower or any Subsidiary), except such that, individually or in the aggregate, the noncompliance
therewith would not have a Material Adverse Effect. Each Borrower has all franchises, permits, licenses, consents and
other governmental or regulatory authorizations and approvals necessary for the conduct of its business as now being
conducted by it unless the failure to possess such franchises, permits, licenses, consents and other governmental or
regulatory authorizations and approvals, individually or in the aggregate, would not have a Material Adverse Effect,
and each Borrower has not received any written notice of proceedings relating to the revocation or modification of any
of the foregoing. For purposes of this Agreement, “Trading Market” means the following markets or exchanges on
which the Common Stock is listed or quoted for trading on the date in question: the NYSE Arca, OTC Bulletin Board,
the American Stock Exchange, the New York Stock Exchange, the Nasdaq National Market or the Nasdaq Capital
Market.

3.4 Capitalization.

(a) As of the date hereof and without giving effect to the sale of the Warrant at Closing as contemplated hereby, the

Company’s authorized capital stock consists of (1) 200,000,000 shares of Common Stock, par value $.001 per share, of
which 14,370,208 shares are outstanding and (2) 10,000,000 shares of preferred stock, par value $.001 per share, of

which (x) 1,000 shares have been designated as Series A Convertible Preferred Stock, par value $0.001 per share, of

which 2 shares are outstanding, and (y) 1,500 shares have been designated as Series B Preferred Stock, par value

$0.001, of which 1,000 shares are outstanding. All of such outstanding shares have been, or upon issuance will be,

validly issued, are fully paid and nonassessable. 110,702,017 shares of Common Stock are reserved for issuance upon

the exercise or conversion of all outstanding warrants, convertible notes, options, or other securities exchangeable,

convertible or exercisable into shares of Common Stock.

(b) Except for the Warrant, or as disclosed in the SEC Documents (as defined in Section 3.14):

18



Edgar Filing: MDwerks, Inc. - Form 424B3

19



Edgar Filing: MDwerks, Inc. - Form 424B3

(1) no holder of shares of the Company’s capital stock has any preemptive rights or any other similar rights or has been
granted or holds any Liens or encumbrances suffered or permitted by the Company;

(i1) there are no outstanding options, warrants, scrip, rights to subscribe to, calls or commitments of any character
whatsoever relating to, or securities or rights convertible into, or exercisable or exchangeable for, any shares of capital
stock of any Borrower or any Subsidiary, or contracts, commitments, understandings or arrangements by which any
Borrower or any Subsidiary is or may become bound to issue additional shares of capital stock of any Borrower or any
Subsidiary or options, warrants, scrip, rights to subscribe to, calls or commitments of any character whatsoever
relating to, or securities or rights convertible into, or exercisable or exchangeable for, any shares of capital stock of
any Borrower or any Subsidiary;

(iii) there are no outstanding debt securities, notes, credit agreements, credit facilities or other agreements, documents
or instruments evidencing Indebtedness (as defined in Section 3.13 hereof) of any Borrower or any Subsidiary in
excess of $100,000 or by which a Borrower or a Subsidiary is or may become bound and involves Indebtedness in
excess of $100,000;

(iv) there are no financing statements securing obligations in any material amounts, either singly or in the aggregate,
filed in connection with any Borrower or any Subsidiary;

(v) there are no agreements or arrangements under which any Borrower or any Subsidiary is obligated to register the
sale of any of their securities under the Securities Act of 1933, as amended (the “Securities Act”);

(vi) there are no outstanding securities or instruments of any Borrower or any Subsidiary that contain any redemption
or similar provisions, and there are no contracts, commitments, understandings or arrangements by which any
Borrower or any Subsidiary is or may become bound to redeem a security of a Borrower or a Subsidiary;

(vii) there are no securities or instruments containing antidilution or similar provisions that will be triggered by the
issuance of the Warrant; and

(viii) neither of the Borrowers has any stock appreciation rights or “phantom stock” plans or agreements or any similar
plan or agreement.

3.5 Issuance of the Warrant.

(a) The Warrant to be issued hereunder is duly authorized and, upon issuance in accordance with the terms hereof,
shall be free from all taxes, Liens and charges with respect to the issuance thereof. As of the Closing Date, the
Company has authorized and has reserved free of preemptive rights and other similar contractual rights of
stockholders, a number of its authorized but unissued shares of Common Stock equal to one hundred percent (100%)
of the aggregate number of shares of Common Stock to effect the exercise of the Warrant (the “Warrant Shares”).

(b) The Warrant Shares, when issued and paid for upon exercise of the Warrant will be validly issued, fully paid and
nonassessable and free from all taxes, Liens and charges with respect to the issue thereof, with the holders being
entitled to all rights accorded to a holder of the Common Stock.

(c) Assuming the accuracy of each of the representations and warranties made by the Lender and set forth in Article
IV hereof (and assuming no change in applicable law and no unlawful distribution of the Warrant by the Lender or
other Persons), the issuance by the Company to the Lender of the Warrant is exempt from registration under the
Securities Act.

-
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3.6 Authorization: Enforcement: Validity. Each Borrower has the respective requisite corporate power and authority
to enter into and perform, as applicable, its obligations under this Agreement, the Registration Rights Agreement to be
entered into between the Company and the Lender on even date herewith in the form attached hereto as Exhibit G (the
“Registration Rights Agreement”), the Security Agreement, the Note, the Warrant, and each of the other agreements or
instruments entered into by the parties hereto in connection with the transactions contemplated by this Agreement
(collectively, the “Transaction Documents™) and to issue the Note and the Warrant (including without limitation, the
Warrant Shares) in accordance with the terms hereof and thereof. The execution and delivery of the Transaction
Documents by each Borrower and the consummation by each Borrower of the transactions contemplated hereby and
thereby, including, without limitation, the issuance of the Note and the Warrant, have been duly authorized by its
Board, and no further consent or authorization is required by either of the Borrowers, their respective Boards or
stockholders. This Agreement, the Note and the other Transaction Documents have been duly executed and delivered
by each Borrower, as applicable, and constitute the legal, valid and binding obligations of each Borrower enforceable
against the Borrowers in accordance with their respective terms, except (i) as limited by general equitable principles
and applicable bankruptcy, insolvency, reorganization, moratorium, fraudulent conveyance and other laws of general
application affecting enforcement of creditors’ rights and remedies generally, (ii) as limited by laws relating to the
availability of specific performance, injunctive relief or other equitable remedies and (iii) insofar as indemnification
and contribution provisions may be limited by applicable law or by principles of public policy thereunder.

3.7 Dilutive Effect. Each Borrower understands and acknowledges that the Company’s obligation to issue the Warrant
Shares upon exercise of the Warrant is absolute and unconditional regardless of the dilutive effect that such issuance
may have on the ownership interests of other stockholders of the Company.

3.8 No Conflicts. The execution, delivery and performance of the Transaction Documents by each Borrower and the
consummation by each Borrower of the transactions contemplated hereby and thereby (including, without limitation,
the reservation for issuance of the Warrant Shares) will not (i) result in a violation of any articles or certificate of
incorporation, any certificate of designations, preferences and rights of any outstanding series of preferred stock or
bylaws of any Borrower or any Subsidiary or (ii) conflict with, or constitute a default (or an event which with notice
or lapse of time or both would become a default) under, or give to others any rights of termination, amendment,
acceleration or cancellation of, any material agreement, indenture or instrument to which any Borrower or any
Subsidiary is a party (except where such defaults, conflicts, rights of termination, amendment, acceleration or
cancellation have been waived or postponed until the fulfillment of the Borrowers’ obligations under the Transaction
Documents), or (iii) result in a violation of any federal, state, local or foreign statute, rule, regulation, order, judgment
or decree (including federal and state securities laws and regulations and rules and regulations of any governmental or
any regulatory agency, self-regulatory organization, or Trading Market applicable to the Company) or by which any
property or asset of the Borrowers are bound or affected, except in the case of clauses (ii) and (iii), for such breaches,
violations or defaults as would not be reasonably expected to have a Material Adverse Effect.

_8-
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3.9 Governmental Consents. Except for (i) filings required under the Securities Exchange Act of 1934, as amended
(the “Exchange Act”) to disclose the existence of the transactions contemplated by this Agreement, (ii) application(s) to
each Trading Market for the listing of the Warrant Shares for trading thereon in the time and manner required thereby,
and (iii) the filing of Form D with the Commission and such filings as are required to be made under applicable state
securities laws, neither Borrower is required to obtain any consent, authorization or order of, or make any filing or
registration with, any court, governmental or any regulatory agency, self-regulatory organization or any other Person
in order for it to execute, deliver or perform any of its obligations under or contemplated by the Transaction
Documents, in each case, in accordance with the terms hereof or thereof. Each Borrower is unaware of any facts or
circumstances relating to any Borrower or any Subsidiary that might prevent any Borrower from obtaining or
effecting any of the foregoing.

3.10 Registration and Approval of Sale of Securities. Based in material part upon the representations and warranties
herein (and in the other Transaction Documents) of the Lender, the Company has complied and will comply with all
applicable federal and state securities laws in connection with the offer, issuance and sale of the Warrant hereunder
(except in the case of state securities laws, for any failures to comply that, individually or in the aggregate, will not
have a Material Adverse Effect). Assuming the accuracy of the representations and warranties in Article IV hereof
(and assuming no change in applicable law and no unlawful distribution of the Warrant by the Lender or other
Persons), no registration under the Securities Act is required for the offer and sale of the Warrant by the Company to
the Lender as is contemplated hereby. Neither the Company nor any Person acting on its behalf, directly or indirectly,
has or will sell, offer to sell or solicit offers to buy the Warrant or similar securities to, or solicit offers with respect
thereto from, or enter into any negotiations relating thereto with, any Person, or has taken or will take any action so as
to either (a) bring the issuance and sale of the Warrant under the registration provisions of the Securities Act or
applicable state securities laws, or (b) trigger shareholder approval provisions under the rules or regulations of any
Trading Market. Neither the Company nor any of its affiliates that it controls, nor any Person acting on its or their
behalf, has: (x) engaged in any form of general solicitation or general advertising (within the meaning of Regulation D
under the Securities Act) in connection with the offer or sale of any of the Warrant; or (y) directly or indirectly made
any offers or sales of any security or solicited any offers to buy any security under circumstances that would cause the
offering of the Warrant pursuant to this Agreement to be integrated with prior offerings by the Company for purposes
of the Securities Act in a manner that would prevent the Company from selling the Warrant pursuant to Regulation D
and Rule 506 thereof under the Securities Act, nor will the Company or any of its affiliates that it controls or Persons
acting on its or their behalf engage in any form of general solicitation or take any action or steps that would cause the
offering of the Warrant to be integrated with other offerings.

3.11 Placement Agent’s Fees. No brokerage or finder’s fee or commission are or will be payable to any Person with
respect to the transactions contemplated by this Agreement based upon arrangements made by any Borrower or any
Subsidiary. The Borrowers agree that they shall be responsible for the payment of any placement agent’s fees, financial
advisory fees, or brokers’ commissions (other than for Persons engaged by the Lender or any of its affiliates) relating
to or arising out of the transactions contemplated hereby. The Borrowers shall pay, and hold the Lender harmless
against, any liability, loss or expense (including, without limitation, reasonable attorney’s fees and out-of-pocket
expenses) arising in connection with any claim for any such fees or commissions.

9.
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3.12 Litigation. Except as disclosed in Schedule 3.12 or as disclosed in the SEC Documents, there is no action, suit,
written notice of violation, or written notice of any proceeding pending or, to the knowledge of the Borrowers,
threatened against or affecting the Common Stock or any Borrower, any Subsidiary or any of their respective
executive officers, directors or properties before or by any court, arbitrator, governmental or administrative agency,
regulatory authority (federal, state, county, local or foreign), self regulatory authority or Trading Market (collectively,
an “Action”) which (i) adversely affects or challenges the legality, validity or enforceability of any of the Transaction
Documents or the Warrant or (ii) would, if there were an unfavorable decision, have or reasonably be expected to
result in a Material Adverse Effect. To the Borrowers’ knowledge, neither the Borrowers nor any Subsidiary, nor any
director or executive officer thereof (in his/her capacity as such), is or, within the last five years, has been the subject
of any Action involving a claim of violation of or liability under federal or state securities laws or a claim of breach of
fiduciary duty. To the knowledge of the Company, there has not been, and there is not pending or threatened in
writing, any investigation by the United States Securities and Commission (the “Commission” or “SEC”) involving the
Company or any current director or executive officer of the Company. The Commission has not issued any stop order
or other order suspending the effectiveness of any registration statement filed by the Company under the Exchange
Act or the Securities Act. There is no action, suit, claim, investigation, arbitration, alternate dispute resolution
proceeding or other proceeding pending or, to the knowledge of the Borrowers, threatened in writing against or
involving either of the Borrowers or any of their respective properties or assets, which individually or in the
aggregate, would reasonably be expected to have a Material Adverse Effect. There are no outstanding orders,
judgments, injunctions, awards or decrees of any court, arbitrator or governmental or regulatory body against either of
the Borrowers or any executive officers or directors of the Borrowers in their capacities as such, which individually or
in the aggregate, would reasonably be expected to have a Material Adverse Effect.

3.13 Indebtedness and Other Contracts. Except as disclosed in the SEC Documents, neither any Borrower nor any
Subsidiary (a) has any outstanding Indebtedness (as defined below in this Section 3.13), (b) is a party to any contract,
agreement or instrument, the violation of which, or default under, by any other party to such contract, agreement or
instrument would result in a Material Adverse Effect, (c) is in violation of any term of or in default under any contract,
agreement or instrument relating to any Indebtedness, except where such violations and defaults would not result,
individually or in the aggregate, in a Material Adverse Effect, or (d) is a party to any contract, agreement or
instrument relating to any Indebtedness, the performance of which, in the judgment of the Borrowers’ officers, has or is
expected to have a Material Adverse Effect. For purposes of this Agreement: (x) “Indebtedness” of any Person means,
without duplication (i) all indebtedness for borrowed money, (ii) all obligations issued, undertaken or assumed as the
deferred purchase price of property or services (other than trade payables entered into in the ordinary course of
business), (iii) all reimbursement or payment obligations with respect to letters of credit, surety bonds and other
similar instruments, (iv) all obligations evidenced by notes, bonds, debentures or similar instruments, including
obligations so evidenced incurred in connection with the acquisition of property, assets or businesses, (v) all
indebtedness created or arising under any conditional sale or other title retention agreement, or incurred as financing,
in either case with respect to any property or assets acquired with the proceeds of such indebtedness (even though the
rights and remedies of the seller or bank under such agreement in the event of default are limited to repossession or
sale of such property), (vi) all monetary obligations under any leasing or similar arrangement which, in connection
with generally accepted accounting principles, consistently applied for the periods covered thereby, is classified as a
capital lease, (vii) all indebtedness referred to in clauses (i) through (vi) above secured by (or for which the holder of
such Indebtedness has an existing right, contingent or otherwise, to be secured by) any mortgage, Lien, pledge,
change, security interest or other encumbrance upon or in any property or assets (including accounts and contract
rights) owned by any Person, even though the Person which owns such assets or property has not assumed or become
liable for the payment of such indebtedness, and (viii) all Contingent Obligations in respect of indebtedness or
obligations of others of the kinds referred to in clauses (i) through (vii) above; (y) “Contingent Obligation” means, as to
any Person, any direct or indirect liability, contingent or otherwise, of that Person with respect to any indebtedness,
lease, dividend or other obligation of another Person if the primary purpose or intent of the Person incurring such
liability, or the primary effect thereof, is to provide assurance to the obligee of such liability that such liability will be
paid or discharged, or that any agreements relating thereto will be complied with, or that the holders of such liability
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will be protected (in whole or in part) against loss with respect thereto; and (z) “Person” means an individual, a limited
liability company, a partnership, a joint venture, a corporation, a trust, an unincorporated organization and a
government or any department or agency thereof.

-10-

25



Edgar Filing: MDwerks, Inc. - Form 424B3

3.14 Financial Information: SEC Documents. The Company has filed all reports required to be filed by it under the
Exchange Act, including pursuant to Section 13(a) or 15(d) thereof, for the two years preceding the date hereof (or
such shorter period as the Company was required by law to file such material) (the foregoing materials, including the
exhibits thereto, being collectively referred to herein as the “SEC Documents”) on a timely basis or has received a valid
extension of such time of filing and has filed any such SEC Documents prior to the expiration of any such extension.
As of their respective dates, the SEC Documents complied in all material respects with the requirements of the
Securities Act and the Exchange Act and the rules and regulations of the Commission promulgated thereunder, and
none of the SEC Documents, when filed, contained any untrue statement of a material fact or omitted to state a
material fact required to be stated therein or necessary in order to make the statements therein, in light of the
circumstances under which they were made, not misleading; provided, however, that the Borrowers make no
representation as to the information included in any SEC Documents prepared by third parties and included therein,
and the Borrowers make no representation as to the accuracy of information contained in third party studies and
reports cited in the SEC Documents. Each registration statement and any amendment thereto filed by the Company
during the two years preceding the date hereof pursuant to the Securities Act and the rules and regulations thereunder,
as of the date such statement or amendment became effective, complied as to form in all material respects with the
Securities Act and did not contain any untrue statement of a material fact or omit to state any material fact required to
be stated therein or necessary in order to make the statements made therein not misleading; provided, however, that
the Borrowers make no representation as to the information included in any SEC Documents prepared by third parties
and included therein, and the Borrowers make no representation as to the accuracy of information contained in third
party studies and reports cited in the SEC Documents; and each prospectus filed pursuant to Rule 424(b) under the
Securities Act, as of its issue date and as of the closing of any sale of securities pursuant thereto did not contain any
untrue statement of a material fact or omit to state any material fact required to be stated therein or necessary in order
to make the statements made therein, in the light of the circumstances under which they were made, not misleading;
provided, however, that the Borrowers make no representation as to the information included in any SEC Documents
prepared by third parties and included therein and the Borrowers make no representation as to the accuracy of
information contained in third party studies and reports cited in the SEC Documents. The financial statements of the
Company included in the SEC Documents comply in all material respects with applicable accounting requirements
and the rules and regulations of the Commission with respect thereto as in effect at the time of filing. Such financial
statements have been prepared in accordance with United States generally accepted accounting principles applied on a
consistent basis during the periods involved (“GAAP”), except as may be otherwise specified in such financial
statements or the notes thereto and except that unaudited financial statements may not contain all footnotes required
by GAAP and remain subject to year end adjustments, and fairly present in all material respects the financial position
of the Company and its consolidated subsidiaries as of and for the dates thereof and the results of operations and cash
flows for the periods then ended, subject, in the case of unaudited statements, to normal year-end audit adjustments.

3.15 Absence of Certain Changes or Developments. Except as disclosed in Schedule 3.15 attached hereto or as
disclosed in the SEC Documents or as contemplated herein and in the Transaction Documents, since December 31,
2007:

(a) there has been no Material Adverse Effect, and no event or circumstance has occurred or exists with respect to the
Company or its businesses, properties, operations or financial condition, which, under Exchange Act, Securities Act,
or rules or regulations of any Trading Market, requires public disclosure or announcement by the Company but which
has not been so publicly announced or disclosed;

(b) each Borrower has not:

-11-
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(i) issued any stock, bonds or other corporate securities or any right, options or warrants with respect thereto, except
pursuant to the exercise or conversion of securities outstanding as of such date;

(ii) borrowed any amount in excess of $250,000 or incurred or become subject to any other liabilities in excess of
$250,000 (absolute or contingent) except current liabilities incurred in the ordinary course of business which are
comparable in nature and amount to the current liabilities incurred in the ordinary course of business during the
comparable portion of its prior fiscal year, as adjusted to reflect the current nature and volume of the business of the
Borrower;

(iii) discharged or satisfied any Lien or encumbrance in excess of $250,000 or paid any obligation or liability
(absolute or contingent) in excess of $250,000, other than current liabilities paid in the ordinary course of business and
payments of principal and interest to Gottbetter Capital Master, Ltd. (“Gottbetter”) and Vicis Capital Master Fund
(“Vicis™);

(iv) declared or made any payment or distribution of cash or other property to stockholders with respect to its stock, or
purchased or redeemed, or made any agreements so to purchase or redeem, any shares of its capital stock, in each case

in excess of $50,000 individually or $100,000 in the aggregate;

(v) sold, assigned or transferred any other tangible assets, or canceled any debts or claims, in each case in excess of
$250,000, except in the ordinary course of business;

(vi) sold, assigned or transferred any patent rights, trademarks, trade names, copyrights, trade secrets or other
intangible assets or intellectual property rights in excess of $250,000, or disclosed any proprietary confidential

information to any person except to customers in the ordinary course of business;

(vii) suffered any material losses or waived any rights of material value, whether or not in the ordinary course of
business, or suffered the loss of any material amount of prospective business;

(viii) made any changes in employee compensation except in the ordinary course of business and consistent with past
practices;

(ix) made capital expenditures or commitments therefor that aggregate in excess of $250,000;

(x) entered into any material transaction, whether or not in the ordinary course of business that has not been disclosed
in the SEC Documents;

(xi) made charitable contributions or pledges in excess of $10,000;
(xii) suffered any material damage, destruction or casualty loss, whether or not covered by insurance;

(xiii) experienced any material problems with labor or management in connection with the terms and conditions of
their employment;

(xiv) altered its method of accounting, except to the extent required by GAAP;

-12-
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(xv) issued any equity securities to any officer, director or affiliate (as such term is defined in Rule 144 of the
Securities Act), except pursuant to existing stock option, equity incentive or similar incentive plans; or

(xvi) entered into an agreement, written or otherwise, to take any of the foregoing actions.

3.16 Solvency. No Borrower has taken, nor does it have any intention to take, any steps to seek protection pursuant to
any bankruptcy or similar law. No Borrower has any actual knowledge nor has it received any written notice that its
creditors intend to initiate involuntary bankruptcy proceedings or any actual knowledge of any fact that, as of the date
hereof, would reasonably lead a creditor to do so. After giving effect to the transactions contemplated hereby to occur
at the Closing, no Borrower will be Insolvent (as hereinafter defined). For purposes of this Agreement, “Insolvent”
means (i) a Borrower is unable to pay its debts and liabilities, subordinated, contingent or otherwise, as such debts and
liabilities become absolute and matured, (ii) a Borrower intends to incur or believes that it will incur debts that would
be beyond its ability to pay as such debts mature or (iii) a Borrower has unreasonably small capital with which to
conduct the business in which it is engaged as such business is now conducted and is proposed to be conducted.

3.17 Off-Balance Sheet Arrangements. There is no transaction, arrangement, or other relationship between a Borrower
and an unconsolidated or other off balance sheet entity that is required to be disclosed by the Company in its
Exchange Act filings and is not so disclosed or that if made or not made would be reasonably likely to have a Material
Adverse Effect.

3.18 Foreign Corrupt Practices. Neither any Borrower, nor any Subsidiary, nor any of their respective directors,
officers, agents, employees or other Persons acting on behalf of such subsidiaries has, in the course of their respective
actions for or on behalf of a Borrower or any of its subsidiaries (a) used any corporate funds for any unlawful
contribution, gift, entertainment or other unlawful expenses relating to political activity, (b) made any direct or
indirect unlawful payment to any foreign or domestic government official or employee from corporate funds,
(c) violated or is in violation of any provision of the U.S. Foreign Corrupt Practices Act of 1977, as amended or
(d) made any unlawful bribe, rebate, payoff, influence payment, kickback or other unlawful payment to any foreign or
domestic government official or employee.

3.19 Transactions With Affiliates. Except as set forth in the SEC Documents, none of the officers, directors or
employees of either Borrower is presently a party to any transaction with any Borrower or any Subsidiary (other than
for ordinary course services as employees, officers or directors), including any contract, agreement or other
arrangement providing for the furnishing of services to or by, providing for rental of real or personal property to or
from, or otherwise requiring payments to or from any such officer, director or employee or, to the knowledge of the
Borrowers, any corporation, partnership, trust or other entity in which any such officer, director, or employee has a
substantial interest or is an officer, director, trustee or partner.

3.20 Insurance. Each Borrower and each Subsidiary are insured by insurers of recognized financial responsibility
against such losses and risks and in such amounts as management of a Borrower believes to be prudent and customary
in the businesses in which each Borrower and each Subsidiary are engaged. Neither any Borrower nor any Subsidiary
has been refused any insurance coverage sought or applied for and neither any Borrower nor any Subsidiary has any
reason to believe that it will not be able to renew its existing insurance coverage as and when such coverage expires or
to obtain similar coverage from similar insurers as may be necessary to continue its business at a cost that would not
have a Material Adverse Effect.
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3.21 Employee Relations. Neither any Borrower nor any Subsidiary is a party to any collective bargaining agreement
or employs any member of a union. No Executive Officer of a Borrower (as defined in Rule 501(f) of the Securities
Act) has notified such Borrower that such officer intends to leave the Borrower or otherwise terminate such officer’s
employment with the Borrower. No Executive Officer of a Borrower, to the knowledge of the Borrowers, is, or is
now, in violation of any material term of any employment contract, confidentiality, disclosure or proprietary
information agreement, non-competition agreement, or any other contract or agreement or any restrictive covenant,
and, to the actual knowledge of the Borrowers, the continued employment of each such executive officer does not
subject any Borrower or any Subsidiary to any liability with respect to any of the foregoing matters. Each Borrower
and each Subsidiary are in compliance with all federal, state, local and foreign laws and regulations respecting
employment and employment practices, terms and conditions of employment and wages and hours, except where
failure to be in compliance would not, either individually or in the aggregate, reasonably be expected to result in a
Material Adverse Effect.

3.22 Title. Except as set forth in the SEC Documents, each Borrower and each Subsidiary have good and marketable
title to all personal property owned by them which is material to their respective business, in each case free and clear
of all Liens (except for Permitted Liens). Any real property and facilities held under lease by any Borrower or any
Subsidiary are held by them under valid, subsisting and enforceable leases with such exceptions as are not material
and do not interfere with the use made and proposed to be made of such property and buildings by any Borrower or
any Subsidiary.

3.23 Intellectual Property Rights. The Borrowers and the Subsidiaries own or possess the rights to use all patents,
trademarks, domain names (whether or not registered) and any patentable improvements or copyrightable derivative
works thereof, websites and intellectual property rights relating thereto, service marks, trade names, copyrights,
licenses and authorizations which are necessary for the conduct of its business as now conducted (collectively, the
“Intellectual Property Rights”) without any conflict with the rights of others, except any failures as, individually or in
the aggregate, are not reasonably likely to have a Material Adverse Effect. Neither any Borrower nor any Subsidiary
has received a written notice that the Intellectual Property Rights used by any Borrower or any Subsidiary violates or
infringes upon the rights of any Person. To the knowledge of the Borrowers, all such Intellectual Property Rights are
enforceable and there is no existing infringement by another Person of any of the Intellectual Property Rights. The
Borrowers and the Subsidiaries have taken reasonable measures to protect the value of the Intellectual Property
Rights.

3.24 Environmental Laws. Each Borrower and each of the Subsidiaries (a) are in compliance with any and all
Environmental Laws (as hereinafter defined), (b) have received all permits, licenses or other approvals required of
them under applicable Environmental Laws to conduct their respective businesses and (c) are in compliance with all
terms and conditions of any such permit, license or approval where, in each of the foregoing clauses (a), (b) and (c),
the failure to so comply could be reasonably expected to have, individually or in the aggregate, a Material Adverse
Effect. The term “Environmental Laws” means all federal, state, local or foreign laws relating to pollution or protection
of human health or the environment (including, without limitation, ambient air, surface water, groundwater, land
surface or subsurface strata), including, without limitation, laws relating to emissions, discharges, releases or
threatened releases of chemicals, pollutants, contaminants, or toxic or hazardous substances or wastes (collectively,
“Hazardous Materials”) into the environment, or otherwise relating to the manufacture, processing, distribution, use,
treatment, storage, disposal, transport or handling of Hazardous Materials, as well as all authorizations, codes,
decrees, demands or demand letters, injunctions, judgments, licenses, notices or notice letters, orders, permits, plans or
regulations issued, entered, promulgated or approved thereunder.
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3.25 Tax Matters. Each Borrower and each of the Subsidiaries (a) have made or filed all federal and state income and
all other tax returns, reports and declarations required by any jurisdiction to which it is subject, (b) have paid all taxes
and other governmental assessments and charges that are material in amount, shown or determined to be due on such
returns, reports and declarations, except those being contested in good faith and (c) have set aside on its books
reasonably adequate provision for the payment of all taxes for periods subsequent to the periods to which such returns,
reports or declarations apply, except where such failure would not have a Material Adverse Effect. There are no
unpaid taxes in any material amount claimed to be due by the taxing authority of any jurisdiction, and the officers of
each Borrower know of no basis for any such claim.

3.26 Sarbanes-Oxley Act; Internal Accounting and Disclosure Controls. The Company is in compliance in all material
respects with the requirements of the Sarbanes-Oxley Act of 2002 that are effective as of the date hereof and
applicable to it, and any and all rules and regulations promulgated by the SEC thereunder that are effective and
applicable to it as of the date hereof. The Company maintains a system of internal accounting controls sufficient, in
the judgment of the Company’s board of directors, to provide reasonable assurance that (i) transactions are executed in
accordance with management’s general or specific authorizations, (ii) transactions are recorded as necessary to permit
preparation of financial statements in conformity with GAAP and to maintain asset accountability, (iii) access to
assets is permitted only in accordance with management’s general or specific authorization and (iv) the recorded
accountability for assets is compared with the existing assets at reasonable intervals and appropriate actions are taken
with respect to any differences. The Company has established disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) for the Company and designed such disclosure controls and procedures
to ensure that material information relating to the Company, including its Subsidiaries and XFSC, is made known to
the certifying officers by others within those entities, particularly during the period in which the Company’s most
recently filed periodic report under the Exchange Act, as the case may be, is being prepared. The Company’s certifying
officers have evaluated the effectiveness of the Company’s controls and procedures as of the date prior to the filing
date of the most recently filed periodic report under the Exchange Act (such date, the “Evaluation Date”). The Company
presented in its most recently filed periodic report under the Exchange Act the conclusions of the certifying officers
about the effectiveness of the disclosure controls and procedures based on their evaluations as of the Evaluation Date.
Since the Evaluation Date, there have been no significant changes in the Company’s internal controls (as such term is
defined in Item 307(c) of Regulation S-B under the Exchange Act) or, to the Company’s knowledge, in other factors
that could significantly affect the Company’s internal controls. The Company maintains and will continue to maintain a
standard system of accounting established and administered in accordance with United States GAAP and the
applicable requirements of the Exchange Act.

3.27 Investment Company Status. The Company is not, and immediately after receipt of payment for the Warrant will
not be, an “investment company,” an “affiliated person” of, “promoter” for or “principal underwriter” for, or an entit;
“controlled” by an “investment company,” within the meaning of the Investment Company Act.

3.28 Material Contracts. Each contract of a Borrower that involves expenditures or receipts in excess of $250,000
(each, a “Material Contract”) is in full force and effect and is valid and enforceable in accordance with its terms. Each
Borrower is and has been in full compliance with all applicable terms and requirements of each its Material Contract
and no event has occurred or circumstance exists that (with or without notice or lapse of time) may contravene,
conflict with or result in a violation or breach of, or give a Borrower or any other entity the right to declare a default or
exercise any remedy under, or to accelerate the maturity or performance of, or to cancel, terminate or modify any
Material Contract. Each Borrower has not given or received from any other Person any notice or other communication
(whether oral or written) regarding any actual, alleged, possible or potential violation or breach of, or default under,
any Material Contract.
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3.29 [Intentionally Omitted].

3.30 No Disagreements with Accountants. There are no disagreements of any kind presently existing, or reasonably
anticipated by the Borrowers to arise, between the Borrowers and the accountants formerly or presently employed by
the Borrowers.

3.31 Senior Debt. Except as disclosed in the SEC Documents, there is no Indebtedness of a Borrower that is senior to
or ranks pari passu with the Note in right of payment, whether with respect of payment of redemptions, interest,
damages or upon liquidation or dissolution.

3.32 Manipulation of Price. Each Borrower has not, and to its knowledge no one acting on its behalf has, taken,
directly or indirectly, any action designed to cause or to result or that could reasonably be expected to cause or result,
in the stabilization or manipulation of the price of any security of the Company to facilitate the sale or resale of the
Warrant.

3.33 Listing and Maintenance Requirements. The Company has not, in the 12 months preceding the date hereof,
received notice from any Trading Market on which the Common Stock is or has been listed or quoted to the effect that
the Company is not in compliance with the listing or maintenance requirements of such Trading Market. The
Company is in compliance with all such maintenance requirements.

3.34 Application of Takeover Protections. Each Borrower and its Board of Directors have taken all necessary action, if
any, in order to render inapplicable any control share acquisition, business combination, poison pill (including any
distribution under a rights agreement) or other similar anti-takeover provision under the respective Certificates of
Incorporation (or similar charter documents) or the laws of its state of incorporation that is or could become applicable
to the Lender as a result of the Lender and the Borrowers fulfilling their obligations or exercising their rights under the
Transaction Documents, including without limitation the Company’s issuance of the Warrant and the Lender’s
ownership of the Warrant.

3.35 Disclosure. All written disclosure provided to the Lender regarding each Borrower, its business and the
transactions contemplated hereby, including the Schedules to this Agreement, furnished by or on behalf of the
Borrowers are true and correct and do not contain any untrue statement of a material fact or omit to state any material
fact necessary in order to make the statements made therein, in light of the circumstances under which they were
made, not misleading; provided however, the Borrowers make no representation as to studies and reports prepared by
third parties not engaged by the Borrowers and included in the materials delivered to Lender.

ARTICLE IV
REPRESENTATIONS AND WARRANTIES OF THE PURCHASER

The Lender hereby represents and warrants to the Borrowers as of the date of this Agreement as follows:

4.1 Organization: Authority. The Lender is an entity duly organized, validly existing and in good standing under the
laws of the jurisdiction of its organization with full right, corporate or partnership power and authority to enter into
and to consummate the transactions contemplated by the Transaction Documents and otherwise to carry out its
obligations thereunder. The execution, delivery and performance by the Lender of the transactions contemplated by
this Agreement have been duly authorized by all necessary partnership or similar action on the part of the Lender.
Each Transaction Document to which it is a party has been duly executed by the Lender, and when delivered by the
Lender in accordance with the terms hereof, will constitute the valid and legally binding obligation of the Lender,
enforceable against it in accordance with its terms, except (i) as limited by general equitable principles and applicable
bankruptcy, insolvency, reorganization, moratorium and other laws of general application affecting enforcement of
creditors’ rights generally, (ii) as limited by laws relating to the availability of specific performance, injunctive relief or
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other equitable remedies and (iii) insofar as indemnification and contribution provisions may be limited by applicable
law.
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4.2 Own Account. The Lender understands that the Warrant is a “restricted security” and has not been registered under
the Securities Act or any applicable state securities law and is acquiring the Warrant as principal for its own account
and not with a view to or for distributing or reselling such Warrant or Warrant Shares or any part thereof except in
compliance with the Securities Act, has no present intention of distributing the Warrant or Warrant Shares and has no
arrangement or understanding with any other persons regarding the distribution of the Warrant or Warrant Shares (this
representation and warranty not limiting the Lender’s right to sell the Warrant or Warrant Shares pursuant to a
Registration Statement (defined below) or otherwise in compliance with applicable federal and state securities laws),
except in compliance with the Securities Act. The Lender is acquiring the Warrant hereunder in the ordinary course of
its business. The Lender does not have any agreement or understanding, directly or indirectly, with any Person to
distribute the Warrant or Warrant Shares.

4.3 Lender Status. At the time the Lender was offered the Warrant, it was, and at the date hereof it is, and on each date
on which it exercises any warrant issued by the Company, it will be either: (i) an “accredited investor” as defined in
Rule 501(a)(1), (a)(2), (a)(3), (a)(7) or (a)(8) under the Securities Act or (ii) a “qualified institutional buyer” as defined
in Rule 144A(a) under the Securities Act.

4.4 Experience of Such Lender. The Lender, either alone or together with its representatives, has such knowledge,
sophistication and experience in business and financial matters so as to be capable of evaluating the merits and risks of
the prospective investment in the Warrant and the shares issuable thereunder, and has so evaluated the merits and risks
of such investment. The Lender is able to bear the economic risk of an investment in the Warrant and the shares
issuable thereunder and, at the present time, is able to afford a complete loss of such investment.

4.5 General Solicitation. The Lender is not purchasing the Warrant as a result of any advertisement, article, notice or
other communication regarding the Warrant published in any newspaper, magazine or similar media or broadcast over
television or radio or presented at any seminar or any other general solicitation or general advertisement.

4.6 No Short Position. Neither the Lender nor any of its affiliates has an open short position in the Common Stock of

the Company. From and after Closing, the Lender will not use any share of Common Stock acquired pursuant to this
Agreement to cover any short position until such time as the Registration Statement covering such share of Common
Stock has been declared effective by the Commission. For purposes of this Agreement a “short sale” or “short position”
includes, without limitation, all “short sales” as defined in Rule 200 promulgated under Regulation SHO under the 1934
Act and all types of direct and indirect stock pledges, forward sale contracts, options, puts, calls, swaps and similar
arrangements (including on a total return basis), and sales and other transactions through non-US broker dealers or
foreign regulated brokers.
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ARTICLE V
CONDITIONS TO CLOSING OF THE PURCHASER

The obligation of the Lender to make the Loan and purchase the Warrant at the Closing is subject to the fulfillment to
the Lender’s satisfaction on or prior to the Closing Date of each of the conditions set forth in Sections 5.1 through 5.7
below, any of which may be waived by such Lender. The obligation of the Lender to make an advance in connection
with a Subsequent Funding is subject to the fulfillment to the Lender’s satisfaction on or prior to the date of each such
Subsequent Funding of each of Sections 5.2 though 5.7 below, any of which may be waived by such Lender. The
release of funds from the Escrow Account is subject to the fulfillment to the Lender’s satisfaction on or prior to the
date of such release of each of Sections 5.2 through 5.10 below, any of which may be waived by such Lender.

5.1 Other Agreements and Documents. The Borrowers shall have delivered the following agreements and documents:
(a) The Note in the form of Exhibit A attached hereto, executed by the Borrowers;

(b) The Series J] Warrant in the form of Exhibit B attached hereto;

(c) The Escrow Agreement in the form of Exhibit C attached hereto;

(d) The Security Agreement in the form of Exhibit D attached hereto, executed by each Borrower;

(e) The Guaranty Agreement in the form of Exhibit E attached hereto, executed by each Subsidiary;

(f) The Guarantor Security Agreement in the form of Exhibit F attached hereto, executed by each Subsidiary;

(g) The Registration Rights Agreement in the form of Exhibit G attached hereto, executed by the Company;

(h) An opinion of counsel to the Borrowers, dated the date of the Closing, substantially in the form of_Exhibit H
hereto, with such exceptions and limitations as shall be reasonably acceptable to counsel to the Lender;

(i) The Irrevocable Transfer Agent Instructions, substantially in the form of Exhibit I attached hereto, shall have been
delivered to the Company’s transfer agent;

(j) Financing Statements on Form UCC-1 with respect to the personal property and assets of each Borrower and each
Subsidiary as to which the Lender will hold a security interest;

(k) A Certificate of Good Standing from the state of incorporation of each Borrower and each Subsidiary;

(1) A certificate of the Secretary of each Borrower, dated as of the Closing Date, certifying the Board resolutions
approving this Agreement and the transactions contemplated hereby and in a form acceptable to Lender;
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(m) A certificate of each Borrower’s CEQ, dated as of the Closing Date, certifying the fulfillment of the conditions
specified in Sections 5.2 and 5.3 of this Agreement and such other matters as the Lender shall reasonably request; and

(n) A completed and duly executed Florida documentary stamp tax return on Form DR-228.

5.2 Representations and Warranties Correct. The representations and warranties in Article III hereof shall be true and
correct when made, and shall be true and correct on the Closing Date, the date of any Subsequent Funding, and the
Escrow Release Date, as applicable, with the same force and effect as if they had been made on and as of the Closing
Date, the Subsequent Funding Date, and the Escrow Release Date, as applicable, except to the extent any such
representation or warranty is stated to relate solely to an earlier date, in which case such representation or warranty
shall be true and correct on and as of such earlier date.

5.3 Performance. All covenants, agreements and conditions contained in this Agreement to be performed or complied
with by the Borrowers on or prior to the Closing Date, the Subsequent Funding Date, and the Escrow Release Date, as
applicable, shall have been performed or complied with by the Borrowers in all material respects.

5.4 No Impediments. Neither the Borrowers nor the Lender shall be subject to any order, decree or injunction of a
court or administrative agency of competent jurisdiction that prohibits the transactions contemplated hereby or would
impose any material limitation on the ability of such Lender to exercise its full rights under the Note or full rights of
ownership of the Warrant. At the time of the Closing and the Subsequent Funding, the Loan and purchase of the
Warrant by the Lender hereunder shall be legally permitted by all laws and regulations to which the Lender and the
Borrowers are subject.

5.5 Trading Markets. The listing or trading of the Warrant Shares on each Trading Market shall have been approved
by such Trading Market authority.

5.6 Material Adverse Changes: Investigation. There shall have been no change which would have a Material Adverse

Effect on Borrower or any Guarantor since the date of the most recent financial statements of such person delivered to

Lender from time to time. No fact shall have been discovered with regard to (a) a Borrower, Subsidiary or XXX or

any affiliates thereof or (b) this transaction, which in the Lender’s determination would make the consummation of the
transactions contemplated by this Agreement not in the Lender’s best interests.

5.7 Further Assurances. Borrower shall have delivered such further documentation or assurances as Lender may
reasonably require.

5.8 Claims Purchase Agreement. The Borrowers shall have delivered the Claims Purchase Agreement in form and
substance reasonably satisfactory to the Lender, executed by XFSC and XXX. The Borrowers shall have delivered to
the Lender irrevocable instructions, signed by Total Bank and XFSC, to deposit all claims receipts into the Claims
Purchase Account, and otherwise in form and substance reasonably satisfactory to the Lender.

5.9 Control Agreement. XFSC shall have established a segregated bank account at TotalBank in the name of XFSC
(the “Claims Purchase Account”), which shall be (a) the account owned by XFSC identified in the Claims Purchase
Agreement, (b) pledged to the Lender as part of the security for the Loan, and (c) governed by an account control
agreement in form and substance reasonably satisfactory to the Lender, as the same may be amended, supplemented or
otherwise modified from time to time with the prior unanimous written consent of the parties thereto.

-19-

35



Edgar Filing: MDwerks, Inc. - Form 424B3

5.10 Consent. The Borrowers shall have obtained the consent of Vicis and, if necessary, of Gottbetter to the
transactions contemplated hereby and shall have entered in to an agreement with Gottbetter that subordinates any
security interest held by Gottbetter to the security interests obtained by the Lender under the Transaction Documents.

ARTICLE VI
CONDITIONS TO CLOSING OF THE BORROWERS

The Borrowers’ obligations to issue the Note and the Company’s obligation to sell the Warrant at the Closing are
subject to the fulfillment to its satisfaction on or prior to the Closing Date of each of the following conditions:

6.1 Representations. The representations made by the Lender pursuant to Article IV hereof shall be true and correct
when made and shall be true and correct on the Closing Date.

6.2 No Impediments. Neither the Borrowers nor the Lender shall be subject to any order, decree or injunction of a
court or administrative agency of competent jurisdiction that prohibits the transactions contemplated hereby or would
impose any material limitation on the ability of the Lender to exercise full rights of ownership of the Warrant. At the
time of the Closing, the making of the Loan and purchase of the Warrant by the Lender hereunder shall be legally
permitted by all laws and regulations to which the Lender and the Borrowers are subject.

ARTICLE VII
AFFIRMATIVE COVENANTS

Each of the Borrowers hereby covenants and agrees, so long as any amounts remain outstanding under the Note, as
follows:

7.1 Maintenance of Corporate Existence. Each Borrower shall and shall cause its subsidiaries to, maintain in full force
and effect its corporate existence, rights and franchises and all material terms of licenses and other rights to use
licenses, trademarks, trade names, service marks, copyrights, patents or processes owned or possessed by it and
necessary to the conduct of its business, except where the failure to maintain such corporate existence, rights,
franchises, licenses and rights to use licenses, trademarks, trade names, service marks, copyrights, patents or processes
would not (a) result in a Material Adverse Effect or (b) materially adversely affect the rights of Lender under any
Transaction Document.

7.2 Maintenance of Properties. Each Borrower shall and shall cause its subsidiaries to, keep each of its properties
necessary to the conduct of its business in good repair, working order and condition, reasonable wear and tear
excepted, and from time to time make all needful and proper repairs, renewals, replacements, additions and
improvements thereto; and each Borrower shall and shall its subsidiaries to at all times comply with each material
provision of all material leases to which it is a party or under which it occupies property.

7.3 Payment of Taxes. Each Borrower shall and shall cause its subsidiaries to, promptly pay and discharge, or cause to
be paid and discharged when due and payable, all lawful taxes, assessments and governmental charges or levies
imposed upon the income, profits, assets, property or business of the Borrower and its subsidiaries; provided,
however, that any such tax, assessment, charge or levy need not be paid if the validity thereof shall be contested
timely and in good faith by appropriate proceedings, if the Borrower or its subsidiaries shall have set aside on its
books adequate reserves with respect thereto, and the failure to pay shall not be prejudicial in any material respect to
the holders of the Warrant, and provided, further, that the Borrower or its subsidiaries will pay or cause to be paid any
such tax, assessment, charge or levy forthwith upon the commencement of proceedings to foreclose any Lien which
may have attached as security therefor.
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7.4 Payment of Indebtedness. Each Borrower shall, and shall cause its subsidiaries to, pay or cause to be paid when
due all Indebtedness incident to the operations of the Borrower or its subsidiaries (including, without limitation,
claims or demands of workmen, materialmen, vendors, suppliers, mechanics, carriers, warehousemen and landlords)
which, if unpaid might become a Lien (except for Permitted Liens) upon the assets or property of the Borrower or its
subsidiaries, except where the Borrower (or its subsidiary, as the case may be) disputes the payment of such
Indebtedness in good faith by appropriate proceedings.

7.5 Reservation of Common Stock. The Company shall continue to reserve, free of preemptive rights and other similar
contractual rights of stockholders, a number of its authorized but unissued shares of Common Stock not less than one
hundred percent (100%) of the aggregate number of shares of Common Stock to effect the exercise of the Warrant.

7.6 Maintenance of Insurance. Each Borrower shall and shall cause its subsidiaries to, keep its assets which are of an
insurable character insured by financially sound and reputable insurers against loss or damage by theft, fire, explosion
and other risks customarily insured against by companies in the line of business of the Borrower or its subsidiaries, in
amounts sufficient to prevent the Borrower and its subsidiaries from becoming a co-insurer of the property insured;
and the Borrower shall and shall cause its subsidiaries to maintain, with financially sound and reputable insurers,
insurance against other hazards and risks and liability to persons and property to the extent and in the manner
customary for companies in similar businesses similarly situated or as may be required by law, including, without
limitation, general liability, fire and business interruption insurance, and product liability insurance as may be required
pursuant to any license agreement to which the Borrower or its subsidiaries is a party or by which it is bound.

7.7 Notice of Adverse Change. The Borrowers shall promptly give notice to all holders of the Note or Warrant (but in
any event within seven (7) days) after becoming aware of the existence of any condition or event which constitutes, or
the occurrence of, any of the following:

(a) any Event of Default (as hereinafter defined);

(b) any other event of noncompliance by any Borrower or its subsidiaries under this Agreement in any material
respect;

(c) the institution of an action, suit or proceeding against any Borrower or any subsidiary before any court,
administrative agency or arbitrator, including, without limitation, any action of a foreign government or
instrumentality, which, if adversely decided, would result in a Material Adverse Effect whether or not arising in the
ordinary course of business; or

(d) any information relating to a Borrower or any subsidiary which would reasonably be expected to result in a
material adverse effect on its inability to perform its obligations of under any Transaction Document.

Any notice given under this Section 7.7 shall specify the nature and period of existence of the condition, event,
information, development or circumstance, the anticipated effect thereof and what actions the Borrowers have taken

and/or proposes to take with respect thereto.
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7.8 Compliance With Agreements. Each Borrower shall and shall cause its subsidiaries to comply in all material
respects, with the terms and conditions of all material agreements, commitments or instruments to which the Borrower
or any of its subsidiaries is a party or by which it or they may be bound.

7.9 Other Agreements. Each Borrower shall not enter into any agreement in which the terms of such agreement would
restrict or impair the right or ability to perform of the Borrower under any Transaction Document.

7.10 Compliance With Laws. Each Borrower shall and shall cause each of its subsidiaries to duly comply in all
material respects with any material laws, ordinances, rules and regulations of any foreign, federal, state or local
government or any agency thereof, or any writ, order or decree, and conform to all valid requirements of
governmental authorities relating to the conduct of their respective businesses, properties or assets.

7.11 Protection of Licenses. etc. Each Borrower shall and shall cause its subsidiaries to, maintain, defend and protect
to the best of their ability licenses and sublicenses (and to the extent the Borrower or a subsidiary is a licensee or
sublicensee under any license or sublicense, as permitted by the license or sublicense agreement), trademarks, trade
names, service marks, patents and applications therefor and other proprietary information owned or used by it or them,
(except where the failure to defend and protect such licenses and sublicenses would not (a) result in a Material
Adverse Effect or (b) materially adversely affect the rights of Lender under any Transaction Document) and shall keep
duplicate copies of any licenses, trademarks, service marks or patents owned or used by it, if any, at a secure place
selected by the Borrower.

7.12 Accounts and Records: Inspections.

(a) Each Borrower shall keep true records and books of account in which full, true and correct entries will be made of
all dealings or transactions in relation to the business and affairs of the Borrower and its subsidiaries in accordance
with GAAP applied on a consistent basis.

(b) Each Borrower shall permit the holder(s) of the Note and the Warrant or any of such holder’s officers, employees
or representatives during regular business hours of the Borrower, upon reasonable notice and as often as such holder
may reasonably request, to visit and inspect the offices and properties of the Borrower and its subsidiaries and to make
extracts or copies of the books, accounts and records of the Borrower or its subsidiaries at such holder’s expense.

(c) Nothing contained in this Section 7.12 shall be construed to limit any rights which a holder of the Note or the
Warrant may otherwise have with respect to the books and records of any Borrower or its subsidiaries, to inspect its
properties or to discuss its affairs, finances and accounts.

7.13 Maintenance of Office. Each Borrower will maintain its principal office at the address of the Borrower set forth
in Section 12.6 of this Agreement where notices, presentments and demands in respect of this Agreement, the Note or
the Warrant may be made upon the Borrower, until such time as the Borrower shall notify the holders of the Note and
the Warrant in writing, at least thirty (30) days prior thereto, of any change of location of such office.
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7.14 Use of Proceeds. The Borrowers shall use the proceeds received from the Loan and any amounts received from
the collection of Prescription Claims purchased under the Claims Purchase Agreement solely for the purchase of
Prescription Claims from XXX pursuant to the Claims Purchase Agreement under the terms and conditions set forth in
Section 1.5 of this Agreement, except that the Borrowers may (i) use the $300,000 referred to in Section 1.3(a)(ii)(B)
for any business purpose of the Borrowers, (ii) make payments to XXX as permitted in Section 1.4 of this Agreement,
and (iii) use Permitted Withdrawals for any business purpose of the Borrowers.

7.15 Payments on the Note. The Borrowers shall make all payments required by the Note in the time, the manner and
the form as provided in the Note.

7.16 SEC Reporting Requirements. For so long as the Lender beneficially owns the Warrant, and until such time as all
Warrant Shares are saleable by the Lender without restriction as to volume or manner of sale under Rule 144 under the
Securities Act, the Company shall timely file all reports required to be filed with the Commission pursuant to the
Exchange Act, and the Company shall not terminate its status as an issuer required to file reports under the Exchange
Act even if the Exchange Act or the rules and regulations thereunder would permit such termination. As long as the
Lender owns the Warrant or Warrant Shares, the Company will prepare and furnish to the Lender and make publicly
available in accordance with Rule 144 or any successor rule such information as is required for the Lender to sell the
Warrant or Warrant Shares under Rule 144 without regard to the volume and manner of sale limitations. The
Company further covenants that it will take such further action as any holder of the Warrant or Warrant Shares may
reasonably request, all to the extent required from time to time to enable such Person to sell such Warrant or Warrant
Shares without registration under the Securities Act within the limitation of the exemptions provided by Rule 144.

7.17 Listing Maintenance. The Company hereby agrees to use best efforts to maintain the listing or trading of the
Common Stock on a Trading Market. The Company further agrees, if the Company applies to have the Common
Stock traded on any other Trading Market, it will include in such application all of the Warrant Shares, and will take
such other action as is necessary to cause all of the Warrant Shares to be listed on such other Trading Market as
promptly as possible. The Company will take all action reasonably necessary to continue the listing and trading of its
Common Stock on, and will comply in all respects with the Company’s reporting, filing and other obligations under
the bylaws or rules of, each such Trading Market on which the Company’s Common Stock is listed or trades.

7.18 Disclosure of Transaction. The Company shall issue a press release describing the material terms of the
transactions contemplated hereby (the “Press Release”) and shall also file with the Commission a Current Report on
Form 8-K (the “Form 8-K”) describing the material terms of the transactions contemplated hereby (and attaching as
exhibits thereto this Agreement, the Registration Rights Agreement, the Security Agreement, the Collateral
Assignment, the Guaranty Agreements, the Guarantor Security Agreements, the form of Warrant and the Press
Release) as soon as practicable following the Closing Date but in no event more than four (4) Trading Days (defined
below) following the Closing Date, which Press Release and Form 8-K shall be subject to prior review and reasonable
comment by the Lender. For purposes of this Agreement, “Trading Day” means any day during which the principal
Trading Market on which the Common Stock is listed or traded shall be open for trading.

7.19 Claims Reporting. Within five (5) Trading Days of the end of each calendar month, or more frequently if the
Lender reasonably so requires, the Borrowers will deliver, or cause to be delivered, to the Lender each of the
following, each of which shall be in form and detail acceptable to the Lender:

(a) A calculation of the unpaid Prescription Claims, Acceptable Receivables, and Restricted Funds set forth on a
completed Borrowing Base Certificate, together with collection reports, in each case determined as of the end of the
immediately preceding week or a more recent date and certified as true and correct by the Chief Executive Officer of
each Borrower. The Borrowers shall also provide the information required by the immediately preceding sentence to
the Lender, together with agings of unpaid Prescription Claims submitted for payment, on a monthly basis within 10
days after the end of each month, calculated as of the last day of the month most recently ended. In addition, the
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Borrowers shall provide a completed Borrowing Base Certificate to the Lender concurrently with any Proposed
Purchase.
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(b) All reports that XFSC is entitled to access, or has received from XXX, under the Claims Purchase Agreement
dated as of the end of the immediately preceding week or a more recent date, including, as such reports are referenced
in the Claims Purchase Agreement, a (i) Claim Detail Report, (ii) Accounts Receivable Aging Report, (iii) Weekly
and Monthly Payment Report, and (iv) EzZMonitor Report.

7.20 Claims Purchase Account. XFSC shall cause TotalBank to permit the holder(s) of the Note and the Warrant or
any of such holder’s officers, employees or representatives to have complete, real time, viewing access to the Claims
Purchase Account at all times.

7.21 Further Assurances. From time to time, each Borrower shall execute and deliver to the Lender and the Lender
shall execute and deliver to the Borrowers such other instruments, certificates, agreements and documents and take
such other action and do all other things as may be reasonably requested by the other party in order to implement or
effectuate the terms and provisions of this Agreement and any of the Transaction Documents.

For purposes of Articles VII-IX, the term “subsidiary” shall be deemed to include each Subsidiary and any subsidiary of
the Borrower acquired or formed after the date hereof.

ARTICLE VIII
NEGATIVE COVENANTS

Each Borrower hereby covenants and agrees, so long as any amounts under the Note remain outstanding, it will not
(and not allow any subsidiary to), without the prior written consent of the holder(s) of the Note, directly or indirectly:

8.1 Distributions and Redemptions. (i) Except with respect to the Series B Preferred Stock of the Company, declare or
pay any dividends or make any distributions to any holder(s) of any shares of capital stock of the Company or
(ii) purchase, redeem or otherwise acquire for value, directly or indirectly, any shares of Common Stock of the
Company or warrants or rights to acquire such Common Stock, except as may be required by the terms of the Series B
Preferred Stock of the Company; or (iii) purchase, redeem or otherwise acquire for value, directly or indirectly, any
shares of preferred stock of the Company or warrants or rights to acquire such stock, except as may be required by the
terms of such preferred stock.

8.2 Reclassification. Effect any reclassification, combination or reverse stock split of the Common Stock.

8.3 Liens. Except as provided in this Agreement, create, incur, assume or permit to exist any mortgage, lien, pledge,
charge, security interest or other encumbrance, or any interest or title of any vendor, lessor, lender or other secured
party to or of a Borrower or any subsidiary under any conditional sale or other title retention agreement or any capital
lease, upon or with respect to any property or asset of either Borrower or any subsidiary (each, a “Lien” and collectively,
“Liens”), except that the foregoing restrictions shall not apply to:
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(a) liens for taxes, assessments and other governmental charges, if payment thereof shall not at the time be required to
be made, and provided such reserve as shall be required by generally accepted accounting principles consistently
applied shall have been made therefor;

(b) liens of workmen, materialmen, vendors, suppliers, mechanics, carriers, warehouseman and landlords or other like
liens, incurred in the ordinary course of business for sums not then due or being contested in good faith, if an adverse
decision in which contest would not materially affect the business of a Borrower;

(c) liens existing on the date hereof securing Indebtedness of a Borrower or any subsidiary that are senior to liens on
the same assets held by the Lender and that are filed prior to the date hereof and disclosed in the SEC Documents;

(d) liens securing Indebtedness of a Borrower or any subsidiary which is in an aggregate principal amount not
exceeding $250,000 and which liens are subordinate to liens on the same assets held by the Lender;

(e) statutory liens of landlords, statutory liens of banks and rights of set-off, and other liens imposed by law, in each
case incurred in the ordinary course of business (i) for amounts not yet overdue or (ii) for amounts that are overdue
and that are being contested in good faith by appropriate proceedings, so long as such reserves or other appropriate
provisions, if any, as shall be required by generally accepted accounting principles shall have been made for any such
contested amounts;

(f) liens incurred or deposits made in the ordinary course of business in connection with workers’ compensation,
unemployment insurance and other types of social security, or to secure the performance of tenders, statutory
obligations, surety and appeal bonds, bids, leases, government contracts, trade contracts, performance and
return-of-money bonds and other similar obligations (exclusive of obligations for the payment of borrowed money);

(g) any attachment or judgment lien not constituting an Event of Default;

(h) easements, rights-of-way, restrictions, encroachments, and other minor defects or irregularities in title, in each case
which do not and will not interfere in any material respect with the ordinary conduct of the business of a Borrower or
any of its subsidiaries;

(1) any (i) interest or title of a lessor or sublessor under any lease, (ii) restriction or encumbrance that the interest or
title of such lessor or sublessor may be subject to, or (iii) subordination of the interest of the lessee or sublessee under
such lease to any restriction or encumbrance referred to in the preceding clause (ii), so long as the holder of such
restriction or encumbrance agrees to recognize the rights of such lessee or sublessee under such lease;

(j) liens in favor of customs and revenue authorities arising as a matter of law to secure payment of customs duties in
connection with the importation of goods;

(k) any zoning or similar law or right reserved to or vested in any governmental office or agency to control or regulate
the use of any real property;

(D liens securing obligations (other than obligations representing debt for borrowed money) under operating,
reciprocal easement or similar agreements entered into in the ordinary course of business of a Borrower and its

subsidiaries;
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(m) the security interest of XXX in the Claims Purchase Account; and

(n) the replacement, extension or renewal of any lien permitted by this Section 8.3 upon or in the same property
theretofore subject or the replacement, extension or renewal (without increase in the amount or change in any direct or
contingent obligor) of the Indebtedness secured thereby.

All of the foregoing Liens described in subsections (a) — (n) above shall be referred to as ‘“Permitted Liens”.

8.4 Indebtedness. Create, incur, assume, suffer, permit to exist, or guarantee, directly or indirectly, any Indebtedness,
excluding, however, from the operation of this covenant:

(a) Indebtedness to the extent disclosed in the SEC Documents filed prior to the date hereof and otherwise existing on
the date hereof;

(b) Indebtedness which may, from time to time be incurred or guaranteed by a Borrower, which in the aggregate
principal amount does not exceed $250,000 and is subordinate to the Indebtedness under this Agreement;

(c) the endorsement of instruments for the purpose of deposit or collection in the ordinary course of business;

(d) Indebtedness relating to contingent obligations of a Borrower and its subsidiaries under guaranties in the ordinary
course of business of the obligations of suppliers, customers, and licensees of a Borrower and its subsidiaries;

(e) Indebtedness relating to loans from a Borrower to its subsidiaries;
(f) Indebtedness relating to capital leases in an amount not to exceed $250,000;

(g) accounts or notes payable arising out of the purchase of merchandise, supplies, equipment, software, computer
programs or services in the ordinary course of business.

8.5 Liquidation or Sale. Sell, transfer, lease or otherwise dispose of 10% or more of its consolidated assets (as shown
on the most recent financial statements of either Borrower or a subsidiary, as the case may be) in any single
transaction or series of related transactions (other than the sale of inventory in the ordinary course of business), or
liquidate, dissolve, recapitalize or reorganize in any form of transaction.

8.6 Change of Control Transaction. Enter into a Change in Control Transaction. For purposes of this Agreement,
“Change in Control Transaction” means the occurrence of (a) an acquisition by an 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 ownership of capital stock of a Borrower, by contract or otherwise) of in excess of fifty percent (50%) of
the voting securities of a Borrower (except that the acquisition of the Warrant by the Lender shall not constitute a
Change in Control for purposes of this Section), (b) a replacement at one time or over time of more than one-half of
the members of the Board of a Borrower that is not approved by a majority of those individuals who are members of
the Board on the date hereof (or by those individuals who are serving as members of the Board on any date whose
nomination to the Board was approved by a majority of the members of the Board who are members on the date
hereof), (c) the merger or consolidation of a Borrower or any subsidiary of a Borrower in one or a series of related
transactions with or into another entity (except in connection with a merger involving a Borrower solely for the
purpose, and with the sole effect, of reorganizing that Borrower under the laws of another jurisdiction; provided that
the certificate of incorporation and bylaws (or similar charter or organizational documents) of the surviving entity are
substantively identical to those of the Borrower and do not otherwise adversely impair the rights of the Lender), or
(d) the execution by a Borrower of an agreement to which the Borrower is a party or by which it is bound, providing
for any of the events set forth above in (a), (b) or (¢).
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8.7 Amendment of Charter Documents. Amend or waive any provision of the Certificate of Incorporation or Bylaws
of a Borrower in any way that materially adversely affects the rights of the Lender without the prior written consent of
the Lender.

8.8 Loans and Advances. Except for loans and advances outstanding as of the Closing Date and loans and advances to
clients through XFSC, directly or indirectly, make any advance or loan to, or guarantee any obligation of, any Person,
except for intercompany loans or advances and those provided for in this Agreement.

8.9 Transactions with Affiliates.

(a) Make any intercompany transfers from XFSC of monies or other assets in any single transaction or series of
transactions, except as otherwise permitted in this Agreement.

(b) Engage in any transaction with any of the officers, directors, employees or affiliates of a Borrower or of its
subsidiaries, except on terms no less favorable to the Borrower or the subsidiary as could be obtained in an arm’s
length transaction.

(c) Divert (or permit anyone to divert) any business or opportunity of a Borrower or subsidiary to any other corporate
or business entity.

8.10 Other Business. Enter into or engage, directly or indirectly, in any business other than the business currently
conducted or proposed to be conducted as of the date of this Agreement by a Borrower or any subsidiary, except
where the entry into such new lines of business in the aggregate does not involve expenditures by a Borrower or its
subsidiaries in excess of $250,000 in a calendar year or the issuance of securities in the aggregate with a value in
excess of $250,000 in a calendar year.

8.11 Investments. Make any investments in excess of $250,000 in a calendar year in the aggregate in, or purchase any
stock, option, warrant, or other security or evidence of Indebtedness of, any Person (exclusive of any subsidiary),
other than (i) obligations of the United States Government or certificates of deposit or other instruments maturing
within one year from the date of purchase from financial institutions with capital in excess of $50 million; (ii) loans
made to, and purchases of accounts receivable of, healthcare providers in the ordinary course of business of XFSC;
and (iii) loans in the aggregate amount of $999,298.98 from the Company to PAS.

8.12 Registration Statements. Without the consent of the Lender, file any registration statement with the Commission
until the earlier of: (i) 60 Trading Days following the date that a registration statement or registration statements
registering all the Warrant Shares is declared effective by the Commission; and (ii) the date the Warrant Shares are
saleable by Lender under Rule 144 under the Securities Act without limitation as to volume or manner of sale;
provided that this Section shall not prohibit the Company from filing a registration statement on Form S-4 or other
applicable form for securities to be issued in connection with acquisitions of businesses by a Borrower or its
subsidiaries, or post effective amendments to registration statements that were declared effective prior to the date
hereof or to a registration statement filed with the Commission on Forms S-4 or S-8.
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8.13 Expand the Board of Directors. Except as required by this Agreement, expand the size of the Board of Directors
of a Borrower.

8.14 Restricted Funds. Except as otherwise permitted by this Agreement, use, transfer or pledge the Restricted Funds
for any reason.

8.15 No Modification of Claims Purchase Agreement. Without prior written consent of the Lender, which consent will
not be unreasonably withheld, conditioned or delayed, XFSC shall not materially amend or modify the Claims
Purchase Agreement, or consent to any material amendment or modification of the Claims Purchase Agreement.

ARTICLE IX
EVENTS OF DEFAULT

9.1 Events of Default. The occurrence and continuance of any of the following events shall constitute an event of
default under this Agreement (each, an “Event of Default” and, collectively, “Events of Default”):

(a) if a Borrower shall default in the payment of any sums due under the Note or other Transaction Document when
the same shall become due and payable; and in each case such default shall have continued without cure for five (5)
days after written notice (a “Default Notice”) is given to the Borrowers of such default;

(b) if (i) a Borrower shall default in the performance of any of the covenants contained in Articles VII or VIII hereof
and (x) such default shall have continued without cure for ten (10) Trading Days after a Default Notice is given to the
Borrowers or (y) such default shall have materially adversely affected the Lender regardless of any action taken by the
Borrowers to cure such default; (ii) a Borrower shall default in the performance of any other agreement or covenant
contained in this Agreement or the Transaction Documents and such default shall not have been remedied to the
satisfaction of the Lender within thirty (30) days after a Default Notice shall have been given to the Borrowers; or (iii)
a Borrower or any Guarantor shall default in the performance of any other obligation now or hereafter owed by
Borrower or any Guarantor to Lender and such default is not cured within the grace period, if any, provided therein.

(c) the suspension from listing, without subsequent listing on any one of, or the failure of the Common Stock to be
listed or quoted on at least one of the following: the OTC Bulletin Board, the American Stock Exchange, the Nasdaq
Global Market, the Nasdaq Capital Market or The New York Stock Exchange, Inc. for a period of ten (10) consecutive
Trading Days and such suspension from listing (or listing on an alternate exchange or quotation system) is not cured
within ten (10) days after the tenth (10th) consecutive day of such suspension from listing;

(d) the Company’s notice to the Lender, including by way of public announcement, at any time, of its inability to
comply for any reason or its intention not to comply with proper requests for issuance of Warrant Shares upon
exercise of the Warrant;

(e) the Company shall fail to (i) timely deliver the shares of Common Stock upon exercise of a Warrant by the fifth
(5th) Trading Day after the date of delivery required therefor or otherwise in accordance with the provisions of the
Transaction Documents, (ii) file a Registration Statement in accordance with the terms of the Registration Rights
Agreement, or (iii) make the payment of any fees and/or liquidated damages under this Agreement or any Transaction
Document, which failure in the case of items (i) and (iii) of this Section is not remedied within five (5) Trading Days
after the incurrence thereof and, solely with respect to item (iii) above, five (5) Trading Days after the Lender delivers
a Default Notice to the Company of the incurrence thereof;
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(f) if any material representation or warranty made in this Agreement, any Transaction Document or in or any
certificate delivered by a Borrower or its subsidiaries pursuant hereto or thereto shall prove to have been incorrect in
any material respect when made;

(g) a Borrower shall (A) default in any payment of any amount or amounts of principal of or interest on any
Indebtedness (other than the Indebtedness hereunder) the aggregate principal amount of which Indebtedness is in
excess of $250,000 or (B) default in the observance or performance of any other agreement or condition relating to
any such Indebtedness or contained in any instrument or agreement evidencing, securing or relating thereto, or any
other event shall occur or condition exist, the effect of which default or other event or condition is to cause, or to
permit the holder or holders or beneficiary or beneficiaries of such Indebtedness to cause with the giving of notice if
required, such Indebtedness to become due prior to its stated maturity;

(h) if a Borrower or its subsidiaries shall default in the observance or performance of any term or provision of an
agreement to which it is a party or by which it is bound, which default will have a Material Adverse Effect and such
default is not waived or cured within the applicable grace period provided for in such agreement;

(1) if a final judgment which, either alone or together with other outstanding final judgments against a Borrower and
its subsidiaries, exceeds an aggregate of $250,000 shall be rendered against a Borrower or any subsidiary and such
judgment shall have continued undischarged or unstayed for thirty-five (35) days after entry thereof;

(j) a Borrower or any subsidiary shall (i) apply for or consent to the appointment of, or the taking of possession by, a

receiver, custodian, trustee or liquidator of itself or of all or a substantial part of its property or assets, (ii) make a

general assignment for the benefit of its creditors, (iii) commence a voluntary case under the United States Bankruptcy

Code (as now or hereafter in effect) or under the comparable laws of any jurisdiction (foreign or domestic), (iv) file a

petition seeking to take advantage of any bankruptcy, insolvency, moratorium, reorganization or other similar law

affecting the enforcement of creditors’ rights generally, (v) acquiesce in writing to any petition filed against it in an
involuntary case under United States Bankruptcy Code (as now or hereafter in effect) or under the comparable laws of

any jurisdiction (foreign or domestic), or admit in writing its inability to pay its debts (vi) issue a notice of bankruptcy

or winding down of its operations or issue a press release regarding same, or (vii) take any action under the laws of

any jurisdiction (foreign or domestic) analogous to any of the foregoing; or

(k) a proceeding or case shall be commenced in respect of a Borrower or any subsidiary, without its application or
consent, in any court of competent jurisdiction, seeking (i) the liquidation, reorganization, moratorium, dissolution,
winding up, or composition or readjustment of its debts, (ii) the appointment of a trustee, receiver, custodian,
liquidator or the like of it or of all or any substantial part of its assets in connection with the liquidation or dissolution
of the Company or any of its subsidiaries or (iii) similar relief in respect of it under any law providing for the relief of
debtors, and such proceeding or case described in clause (i), (ii) or (iii) shall continue undismissed, or unstayed and in
effect, for a period of sixty (60) days or any order for relief shall be entered in an involuntary case under United States
Bankruptcy Code (as now or hereafter in effect) or under the comparable laws of any jurisdiction (foreign or
domestic) against a Borrower or any subsidiary or action under the laws of any jurisdiction (foreign or domestic)
analogous to any of the foregoing shall be taken with respect to a Borrower or any subsidiary and shall continue
undismissed, or unstayed and in effect for a period of thirty (30) days.
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9.2 Remedies.

(a) Upon the occurrence and continuance of an Event of Default, the Lender may at any time (unless all defaults shall
theretofore have been remedied) at its option, by written notice or notices to the Borrowers, each effective upon
dispatch, declare the entire unpaid principal amounts then outstanding under the Note and other Transaction
Documents, all interest accrued and unpaid under the Note and other Transaction Documents and all other obligations
of the Borrowers to the Lender under this Agreement or any of the other Transaction Documents to be forthwith due
and payable. Thereupon, the then outstanding principal amounts under the Note and other Transaction Documents, all
such accrued interest and all such other obligations shall become and be forthwith due and payable, without
presentment, demand, protest or further notice of any kind, all of which are hereby expressly waived by each
Borrower, and the Lender may immediately enforce payment of all such amounts and exercise any or all of the rights
and remedies of the Lender under this Agreement and other Transaction Documents, including without limitation the
right to resort to any or all collateral securing any obligations under the Transaction Documents and exercise any or all
of the rights of a secured party pursuant to the Uniform Commercial Code of Florida and other applicable similar
statutes in other jurisdictions. The remedy conferred by this Section 9.2(a) shall not be exclusive of any other remedy
provided by any Transaction Document or now or hereafter available at law, in equity, by statute or otherwise.

(b) The Lender, by written notice or notices to the Borrowers, may in its own discretion waive an Event of Default and
its consequences and rescind or annul such declaration; provided that, no such waiver shall extend to or affect any
subsequent Event of Default or impair any right resulting therefrom.

(c) In case any one or more Events of Default shall occur and be continuing, the Lender may proceed to protect and

enforce its rights by an action at law, suit in equity or other appropriate proceeding, whether for the specific

performance of any agreement contained herein or in any Transaction Document or for an injunction against a

violation of any of the terms hereof or thereof, or in aid of the exercise of any power granted hereby or thereby or by

law. In case of a default in the payment of any amount due under the Note or other Transaction Document, the

Borrowers will pay to the Lender such further amount as shall be sufficient to cover the cost and the expenses of

collection, including, without limitation, actual attorney’s fees, expenses and disbursements. No course of dealing and
no delay on the part of a Lender in exercising any rights shall operate as a waiver thereof or otherwise prejudice such

Lender’s rights. No right conferred hereby or by any Transaction Document upon the Lender shall be exclusive of any
other right referred to herein or therein or now available at law in equity, by statute or otherwise.

ARTICLE X
CERTIFICATE LEGENDS

10.1 Legend. The Warrant and the certificates representing Warrant Shares shall be stamped or otherwise imprinted
with a legend substantially in the following form (in addition to any legend required by applicable state securities or
“blue sky” laws):

NEITHER THE ISSUANCE AND SALE OF THE SECURITIES REPRESENTED BY THIS CERTIFICATE NOR
THE SECURITIES INTO WHICH THESE SECURITIES ARE CONVERTIBLE HAVE BEEN REGISTERED
UNDER THE SECURITIES ACT OF 1933, AS AMENDED, OR APPLICABLE STATE SECURITIES LAWS.
THE SECURITIES MAY NOT BE OFFERED FOR SALE, SOLD, TRANSFERRED OR ASSIGNED (I) IN THE
ABSENCE OF (A) AN EFFECTIVE REGISTRATION STATEMENT FOR THE SECURITIES UNDER THE
SECURITIES ACT OF 1933, AS AMENDED, OR (B) AN OPINION OF COUNSEL, IN A FORM REASONABLY
ACCEPTABLE TO THE COMPANY, THAT REGISTRATION IS NOT REQUIRED UNDER SAID ACT OR
(I) UNLESS SOLD PURSUANT TO RULE 144 OR RULE 144A UNDER SAID ACT. NOTWITHSTANDING
THE FOREGOING, THE SECURITIES MAY BE PLEDGED IN CONNECTION WITH A BONA FIDE MARGIN
ACCOUNT OR OTHER LOAN OR FINANCING ARRANGEMENT SECURED BY THE SECURITIES.
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The Company shall issue irrevocable instructions to its transfer agent, and any subsequent transfer agent, to issue
certificates, registered in the name of each Lender or its respective nominee(s), for the Warrant Shares in such
amounts as specified from time to time by the Lender to the Company upon exercise of the Warrant in the form of
Exhibit I attached hereto (the “Irrevocable Transfer Agent Instructions”). Prior to registration of the Warrant Shares
under the Securities Act, all such certificates shall bear the restrictive legend specified in this Section 10.1.
Certificates evidencing the Warrant Shares shall not contain any legend (including the legend set forth in Section 10.1
hereof), (i) while a registration statement (including the Registration Statement) covering the resale of such security is
effective under the Securities Act, or (ii) following any sale of such Warrant Shares pursuant to Rule 144, or (iii) if
such Warrant Shares are eligible for sale under Rule 144 by the Lender without limitation as to volume or manner of
sale, or (iv) if such legend is not required under applicable requirements of the Securities Act (including judicial
interpretations and pronouncements issued by the Staff of the Commission). The Company shall cause its counsel to
issue a legal opinion to the Company’s transfer agent promptly after the effective date of a registration statement
covering such Warrant Shares, if required by the Company’s transfer agent, to effect the removal of the legend
hereunder. If all or any portion of the Warrant is exercised at a time when there is an effective registration statement to
cover the resale of the Warrant Shares, such Warrant Shares, as the case may be, shall be issued free of all legends.
The Company agrees that following the effective date of the registration statement covering Warrant Shares or at such
time as such legend is no longer required under this Section 10.1, it will, no later than five (5) Trading Days following
the delivery by the Lender to the Company or the Company’s transfer agent of a certificate representing Warrant
Shares, as the case may be, issued with a restrictive legend (such date, the “Delivery Date”), deliver or cause to be
delivered to the Lender a certificate representing such securities that is free from all restrictive and other legends. The
Company may not make any notation on its records or give instructions to any transfer agent of the Company that
enlarge the restrictions on transfer set forth in this Section. Whenever a certificate representing the Warrant Shares is
required to be issued to the Lender without a legend, in lieu of delivering physical certificates representing the
Warrant Shares, provided the Company’s transfer agent is participating in the Depository Trust Company (“DTC”) Fast
Automated Securities Transfer program, the Company shall use its reasonable best efforts to cause its transfer agent to
electronically transmit the Warrant Shares to the Lender by crediting the account of such Lender’s Prime Broker with
DTC through its Deposit Withdrawal Agent Commission (“DWAC”) system (to the extent not inconsistent with any
provisions of this Agreement).

10.2 Liguidated Damages. The Borrowers understand that a delay in the delivery of unlegended certificates for the
Warrant Shares as set forth in Section 10.1 hereof beyond the Delivery Date could result in economic loss to the
Lender. If the Company fails to deliver to a Lender such shares via DWAC or a certificate or certificates pursuant to
this Section hereunder by the Delivery Date, the Borrowers shall pay to the Lender, in cash, as partial liquidated
damages and not as a penalty, for each $500 of Warrant Shares (based on the closing price of the Common Stock
reported by the principal Trading Market on the date such securities are submitted to the Company’s transfer agent)
subject to Section 10.1, $10 per Trading Day (increasing to $15 per Trading Day five (5) Trading Days after such
damages have begun to accrue and increasing to $20 per Trading Day ten (10) Trading Days after such damages have
begun to accrue) for each Trading Day after the Legend Removal Date until such certificate is delivered. Nothing
herein shall limit the Lender’s right to pursue actual damages for the Company’s failure to deliver certificates
representing any securities as required by the Transaction Documents, and the Lender shall have the right to pursue all
remedies available to it at law or in equity including, without limitation, a decree of specific performance and/or
injunctive relief.
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10.3 Sales by the Lender. The Lender agrees that the removal of the restrictive legend from certificates representing
the Warrant or Warrant Shares as set forth in Section 10.1 is predicated upon the Company’s reliance that the Lender
will sell any such securities pursuant to either the registration requirements of the Securities Act, including any
applicable prospectus delivery requirements, or an exemption therefrom.

ARTICLE XI
INDEMNIFICATION

11.1 Indemnification by the Borrowers. Each Borrower, jointly and severally, agrees to defend, indemnify and hold
harmless the Lender and shall reimburse the Lender for, from and against each claim, loss, liability, cost and expense
(including without limitation, interest, penalties, costs of preparation and investigation, and the actual fees,
disbursements and expenses of attorneys, accountants and other professional advisors) (collectively, “Losses”) directly
or indirectly relating to, resulting from or arising out of (a) any untrue representation, misrepresentation, breach of
warranty or non-fulfillment of any covenant, agreement or other obligation by or of any Borrower contained in any
Transaction Document or in any certificate, document, or instrument delivered by a Borrower to the Lender pursuant
to Section 5.4 hereof; or (b) any action instituted against the Lender or its affiliates, by any stockholder of the
Company who is not an affiliate of the Lender, with respect to any of the transactions contemplated by the Transaction
Documents (unless such action is based upon a breach of the Lender’s representations, warranties or covenants under
the Transaction Documents or any agreements or understandings the Lender may have with any such stockholder or
any violations by the Lender of state or federal securities laws or any conduct by the Lender which constitutes fraud,
gross negligence, willful misconduct or malfeasance).

11.2 Indemnification by the I.ender. Lender shall defend, indemnify and hold harmless the Borrowers and the
Subsidiaries and shall reimburse the Borrowers and the Subsidiaries for, from and against each Loss directly or
indirectly relating to, resulting from or arising out of any untrue representation, misrepresentation, breach of warranty
or non-fulfillment of any covenant, agreement or other obligation by or of the Lender contained in any Transaction
Document delivered to the Borrowers or any of its subsidiaries pursuant thereto.

11.3 Procedure.

(a) The indemnified party shall promptly notify the indemnifying party of any claim, demand, action or proceeding for
which indemnification will be sought under this Agreement; provided, that the failure of any party entitled to
indemnification hereunder to give notice as provided herein shall not relieve the indemnifying party of its obligations
under this Article XI except to the extent that the indemnifying party is actually prejudiced by such failure to give
notice.

(b) In case any such action, proceeding or claim is brought against an indemnified party in respect of which
indemnification is sought hereunder, the indemnifying party shall be entitled to participate in and, unless in the
reasonable, good-faith judgment of the indemnified party a conflict of interest between it and the indemnifying party
exists with respect to such action, proceeding or claim (in which case the indemnifying party shall be responsible for
the reasonable fees and expenses of one separate counsel for the indemnified party), to assume the defense thereof
with counsel reasonably satisfactory to the indemnified party. If the indemnifying party elects to defend any such
action or claim, then the indemnified party shall be entitled to participate in such defense (but not control) with
counsel of its choice at its sole cost and expense (except that the indemnifying party shall remain responsible for the
reasonable fees and expenses of one separate counsel for the indemnified party in the event in the reasonable,
good-faith judgment of the indemnified party a conflict of interest between it and the indemnifying party exists).
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(c) In the event that the indemnifying party advises an indemnified party that it will contest such a claim for

indemnification hereunder, or fails, within thirty (30) days of receipt of any indemnification notice to notify, in

writing, such person of its election to defend, settle or compromise, at its sole cost and expense, any action,

proceeding or claim (or discontinues its defense at any time after it commences such defense), then the indemnified

party may, at its option, defend, settle or otherwise compromise or pay such action or claim. In any event, unless and

until the indemnifying party elects in writing to assume and does so assume the defense of any such claim, proceeding

or action, the indemnified party’s costs and expenses arising out of the defense, settlement or compromise of any such
action, claim or proceeding shall be Losses subject to indemnification hereunder.

(d) The parties shall cooperate fully with each other in connection with any negotiation or defense of any such action
or claim and shall furnish to the other party all information reasonably available to such party which relates to such
action or claim. Each party shall keep the other party fully apprised at all times as to the status of the defense or any
settlement negotiations with respect thereto.

(e) Notwithstanding anything in this Article XI to the contrary, the indemnifying party shall not, without the

indemnified party’s prior written consent, settle or compromise any claim or consent to entry of any judgment in
respect thereof which imposes any future obligation on the indemnified party or which does not include, as an

unconditional term thereof, the giving by the claimant or the plaintiff to the indemnified party of a release from all

liability in respect of such claim. The indemnification obligations to defend the indemnified party required by this

Article XI shall be made by periodic payments of the amount thereof during the course of investigation or defense, as

and when the Loss is incurred, so long as the indemnified party shall refund such moneys if it is ultimately determined

by a court of competent jurisdiction that such party was not entitled to indemnification. The indemnity agreements

contained herein shall be in addition to (i) any cause of action or similar rights of the indemnified party against the

indemnifying party or others, and (ii) any liabilities the indemnifying party may be subject to pursuant to the law.

ARTICLE XII
MISCELLANEOUS

12.1 Governing Law. This Agreement and the rights of the parties hereunder shall be governed in all respects by the
laws of the State of New York wherein the terms of this Agreement were negotiated.

12.2 Survival. Except as specifically provided herein, the representations, warranties, covenants and agreements made
herein shall survive the Closing.

12.3 Amendment. This Agreement may not be amended, discharged or terminated (or any provision hereof waived)
without the written consent of each Borrower and the Lender.

12.4 Successors and Assigns. Except as otherwise expressly provided herein, the provisions hereof shall inure to the
benefit of, and be binding upon and enforceable by and against, the successors, assigns, heirs, executors and
administrators of the parties hereto. The Lender may transfer or assign its some or all of its rights hereunder,
including, without limitation, sell a participation interest in the Loan, and the Borrowers may not assign their rights or
obligations hereunder without the consent of the Lender.
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12.5 Entire Agreement. This Agreement, the Transaction Documents and the other documents delivered pursuant
hereto and simultaneously herewith constitute the full and entire understanding and agreement between the parties
with regard to the subject matter hereof and thereof.

12.6 Notices. etc. All notices, demands or other communications given hereunder shall be in writing and shall be
sufficiently given if delivered either personally, by facsimile, or by a nationally recognized courier service marked for
next business day delivery or sent in a sealed envelope by first class mail, postage prepaid and either registered or
certified with return receipt, addressed as follows:

if to either of the Borrowers:

MDwerks, Inc.

1020 NW 6th Street

Deerfield Beach, FL 33442
Telephone: (954) 389-8300
Facsimile: (954) 427-5871
Attention: Howard B. Katz, CEO

with a copy (which shall not constitute notice hereunder) to:

Stephen P. Katz, Esq.
Peckar & Abramson, P.C.
70 Grand Avenue

River Edge, NJ 07661
Telephone: (201) 343-3434
Facsimile: (201) 343-6306

if to the Lender:

Debt Opportunity Fund, LLLP
20711 Sterlington Drive

Land O'Lakes, Florida 34638
Phone: (813) 909-2233

Fax: (813) 388-4430

with a copy to:

Brent A. Jones, Esq.
Bush Ross, P.A.

1801 N. Highland Ave.
Tampa, FL 33602
Phone: (813) 224-9255
Fax: (813) 223-9620

Such communications shall be effective immediately if delivered in person or by confirmed facsimile, upon the date
acknowledged to have been received in return receipt, or upon the next business day if sent by overnight courier
service.
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12.7 Delays or Omissions. No delay or omission to exercise any right, power or remedy accruing to the holder(s) of
the Note or Warrant upon any breach or default of a Borrower under this Agreement shall impair any such right,
power or remedy of such holder nor shall it be construed to be a waiver of any such breach or default, or an
acquiescence, therein, or of or in any similar breach or default thereafter occurring; nor shall any waiver of any single
breach or default be deemed a waiver of any other breach or default theretofore or thereafter occurring. Any waiver,
permit, consent or approval of any kind or character on the part of any holder of any breach or default under this
Agreement, or any waiver on the part of any holder of any provisions or conditions of this Agreement must be, made
in writing and shall be effective only to the extent specifically set forth in such writing. All remedies, either under this
Agreement or by law or otherwise afforded to any holder, shall be cumulative and not alternative.

12.8 Severability. The invalidity of any provision or portion of a provision of this Agreement shall not affect the
validity of any other provision of this Agreement or the remaining portion of the applicable provision. It is the desire
and intent of the parties hereto that the provisions of this Agreement shall be enforced to the fullest extent permissible
under the laws and public policies applied in each jurisdiction in which enforcement is sought. Accordingly, if any
particular provision of this Agreement shall be adjudicated to be invalid or unenforceable, such provision shall be
deemed amended to delete therefrom the portion thus adjudicated to be invalid or unenforceable, such deletion to
apply only with respect to the operation of such provision in the particular jurisdiction in which such adjudication is
made.

12.9 Expenses. The Borrowers shall bear their own expenses and legal fees incurred on their behalf with respect to the
negotiation, execution and consummation of the transactions contemplated by this Agreement and shall pay all
documentary stamp or similar taxes imposed by any authority upon the transactions contemplated by this Agreement
or any Transaction Document. Without requiring any documentation therefor, the Borrowers will reimburse the
Lender $80,000 for all fees and expenses incurred by it with respect to the negotiation, execution and consummation
of the transactions contemplated by this Agreement and the transactions contemplated hereby and due diligence
conducted in connection therewith, including the fees and disbursements of counsel and auditors for the Lender. Such
reimbursement shall be paid on the Closing Date by the Lender deducting such $80,000 from the Purchase Price as
provided in Section 1.1 of this Agreement. The Borrowers shall pay all reasonable, documented third-party fees and
expenses incurred by the Lender in connection with the enforcement of this Agreement or any of the other Transaction
Documents, including, without limitation, all actual reasonable attorneys’ fees and expenses.

12.10 Consent to Jurisdiction: Waiver of Jury Trial. EACH OF THE PARTIES TO THIS AGREEMENT HEREBY
IRREVOCABLY AND UNCONDITIONALLY SUBMITS TO THE EXCLUSIVE JURISDICTION OF THE
STATE AND FEDERAL COURTS LOCATED IN THE STATE AND COUNTY OF NEW YORK FOR
PURPOSES OF ALL LEGAL PROCEEDINGS ARISING OUT OF OR RELATING TO THIS AGREEMENT AND
THE TRANSACTION DOCUMENTS. EACH OF THE PARTIES TO THIS AGREEMENT IRREVOCABLY
WAIVES, TO THE FULLEST EXTENT PERMITTED BY LAW, ANY OBJECTION WHICH SUCH PARTY
MAY NOW OR HEREAFTER HAVE TO THE LAYING OF THE VENUE OF ANY SUCH PROCEEDING
BROUGHT IN ANY SUCH COURTS AND ANY CLAIM THAT ANY SUCH PROCEEDING BROUGHT IN
ANY SUCH COURTS HAS BEEN BROUGHT IN AN INCONVENIENT FORUM. EACH OF THE PARTIES
HERETO IRREVOCABLY WAIVES, TO THE FULLEST EXTENT PERMITTED BY LAW, ANY RIGHT TO
TRIAL BY JURY IN ANY SUCH LEGAL PROCEEDING. EACH OF THE PARTIES TO THIS AGREEMENT
HEREBY CONSENTS TO SERVICE OF PROCESS BY NOTICE IN THE MANNER SPECIFIED IN
SECTION 12.6 AND IRREVOCABLY WAIVES, TO THE FULLEST EXTENT PERMITTED BY LAW, ANY
OBJECTION SUCH PARTY MAY NOW OR HEREAFTER HAVE TO SERVICE OF PROCESS IN SUCH
MANNER.
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12.11 Titles and Subtitles. The titles of the articles, sections and subsections of this Agreement are for convenience of
reference only and are not to be considered in construing this Agreement.

12.12 Execution. This Agreement may be executed in two or more counterparts, all of which when taken together
shall be considered one and the same agreement and shall become effective when counterparts have been signed by
each party and delivered to the other party, it being understood that both parties need not sign the same counterpart. In
the event that any signature is delivered by facsimile transmission, such signature shall create a valid and binding
obligation of the party executing (or on whose behalf such signature is executed) with the same force and effect as if
such facsimile signature page were an original thereof.

[Signature Page Follows]
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IN WITNESS WHEREQOF, the parties hereto have duly executed this Loan and Securities Purchase Agreement, as of
the day and year first above written.

MDWERKS, INC.
By: /s/ Howard B. Katz
Name: Howard B. Katz
Title: Chief Executive Officer

XENI FINANCIAL SERVICES, CORP.

By: /s/ Howard B. Katz
Name: Howard B. Katz
Title: Chief Executive Officer

DEBT OPPORTUNITY FUND, LLLP,
a Florida limited liability limited partnership

By: Total Capital Management, LL.C,
a Florida limited liability company,
as its General Partner

By: /s/ Sean Lyons
Name: Sean Lyons
Title: Manager
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THIS SENIOR SECURED PROMISSORY NOTE HAS BEEN ACQUIRED FOR INVESTMENT PURPOSES
ONLY AND NOT FOR DISTRIBUTION AND MAY BE TRANSFERRED OR OTHERWISE DISPOSED OF
ONLY IN COMPLIANCE WITH THE SECURITIES ACT OF 1933, AS AMENDED (THE “ACT”), AND
APPLICABLE STATE SECURITIES LAWS. THIS LEGEND SHALL BE ENDORSED UPON ANY
PROMISSORY NOTE ISSUED IN EXCHANGE FOR THIS SECURED PROMISSORY NOTE.

THIS NOTE HAS BEEN ISSUED WITH ORIGINAL ISSUE DISCOUNT (“OID”). PURSUANT TO
TREASURY REGULATION §1.1275-3(b)(1), VINCENT COLANGELO, A REPRESENTATIVE OF THE
BORROWERS HEREOF WILL, BEGINNING TEN (10) DAYS AFTER THE ISSUE DATE OF THIS NOTE,
PROMPTLY MAKE AVAILABLE TO THE HOLDER UPON REQUEST THE INFORMATION
DESCRIBED IN TREASURY REGULATION §1.1275-3(b)(1)(i). VINCENT COLANGELO MAY BE
REACHED AT TELEPHONE NUMBER (954) 389-8300.

SENIOR SECURED PROMISSORY NOTE
Original Issuance Date: November 14, 2008 Original Principal Amount:  $10,300,000

FOR VALUE RECEIVED, upon the terms and subject to the conditions set forth in this senior secured promissory
note (this “Note”), MDWERKS, INC., a Delaware corporation with its principal place of business at 1020 NW 6th
Street, Suite I, Deerfield Beach, FL 33442, and XENI FINANCIAL SERVICES, CORP., a Florida corporation with

its principal place of business at 1020 NW 6th Street, Suite I, Deerfield Beach, FL 33442 (each a “Borrower” and
collectively the “Borrowers”), jointly and severally, absolutely and unconditionally promise to pay to the order of DEBT
OPPORTUNITY FUND, LLLP or registered assigns (the “Payee” or “Holder”), when due, whether upon the Maturity
Date (as defined below), acceleration or otherwise (in each case in accordance with the terms hereof), the amount set

out above as the Original Principal Amount or so much thereof as may from time to time be advanced hereunder
(without deduction for the original issue discount taken by the Holder pursuant to Article I of the Loan and Securities
Purchase Agreement of even date herewith between the Borrowers and the Holder (the “Loan Agreement”), each an
“Advance” and collectively the “Advances”) and accrued interest thereon as hereinafter provided. All Advances made to
the Borrowers shall be recorded by the holder hereof on Schedule A attached to this Note, which schedule is
incorporated herein by reference and made a part hereof. This Note is issued in connection with the Loan Agreement,

all terms of which are incorporated herein by this reference and hereby made a part of this Note. Capitalized terms not
defined herein shall have the meanings ascribed to them in the Loan Agreement.

ARTICLE 1
PAYMENT OF PRINCIPAL AND INTEREST; METHOD OF PAYMENT; MATURITY DATE

1.1 Payment of Principal. Commencing on June 1, 2009, the Borrowers shall pay to the Holder monthly payments of
principal in the amount of One Hundred Fifty Thousand Dollars ($150,000). All oustanding principal, interest and fees
and charges of any kind under the Note shall become due and payable on November 14, 2010 (the “Maturity Date”).
Payment of the principal of this Note (and any interest accrued thereon) shall be made in U.S. dollars in immediately
available funds.

1.2 Payment of Interest. Interest on the principal under this Note shall accrue at the rate of thirteen percent (13%) per
annum (the “Stated Interest Rate”) commencing on the date that the Funded Amount, or any portion thereof, is released
to the Borrowers under that certain Escrow Agreement dated November 14, 2008 (the “Escrow Agreement”) by and
among the Borrowers, the Lender and Escrow Agent (as defined in the Escrow Agreement), except that interest shall
begin accruing with respect to any amounts advanced to the Borrowers outside the Escrow Agreement upon the
Borrowers’ actual receipt thereof (inclusive of the Cash Payment), and shall be computed on the basis of a 360-day
year comprised of twelve (12) thirty (30) day months and shall be payable monthly in cash on the first (1st) day of
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each month, in arrears, commencing December 1, 2008. Interest shall be paid in U.S. dollars in immediately available
funds.

1
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1.3 Payment on Non-Business Days. If the outstanding principal or accrued but unpaid interest under this Note
becomes due and payable on a Saturday, Sunday or public holiday under the laws of the State of New York, the due
date hereof shall be extended to the next succeeding full business day and interest shall be payable at the rate of
thirteen (13%) percent per annum during such extension. All payments received by the Holder shall be applied first to
the payment of all accrued interest payable hereunder.

1.4 Late Fee. In the event any payment of principal or interest or both shall remain unpaid for a period of ten (10) days
or more after the due date thereof, a one-time late charge equivalent to five percent (5%) of each unpaid amount shall
be charged.

1.5 Adjustment of Stated Interest Rate.

(a) After an Event of Default and acceleration of the Maturity Date by the Holder the Stated Interest Rate shall be
adjusted to a rate of eighteen percent (18%) per annum, subject to the limitations of applicable law.

(b) Regardless of any other provision of this Note or other Transaction Document (as defined in the Loan Agreement),
if for any reason the interest paid should exceed the maximum lawful interest, the interest paid shall be deemed
reduced to, and shall be, such maximum lawful interest, and (i) the amount which would be excessive interest shall be
deemed applied to the reduction of the principal balance of this Note and not to the payment of interest, and (ii) if the
loan evidenced by this Note has been or is thereby paid in full, the excess shall be returned to the party paying same,
such application to the principal balance of this Note or the refunding of excess to be a complete settlement and
acquittance thereof.

1.6 Prepayment. This Note may be prepaid at any time, without premium or penalty, in whole or in part, together with
accrued interest to the date of such prepayment on the portion prepaid. All prepayments made shall be recorded by the
holder hereof on Schedule A attached hereto.

ARTICLE I1
SECURITY AND SENIORITY

2.1 Security Interests. All of the obligations of the Borrowers under the Note and Loan Agreement are secured by (a)
an unconditional guaranty executed by each of the Subsidiaries (as defined in the Loan Agreement) pursuant to those
certain Guaranty Agreements (as defined in the Loan Agreement), (b) a lien on all the assets, tangible and intangible,
of the Borrowers now existing or hereinafter acquired granted pursuant to the Security Agreement and Collateral
Assignment (as such terms are defined in the Loan Agreement), and (c) the other Transaction Documents.

2
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ARTICLE III
MISCELLANEOUS

3.1 Default. Upon the occurrence of any one or more of the Events of Default specified or referred to in the Loan
Agreement all amounts then remaining unpaid on this Note may be declared to be immediately due and payable as
provided in the Loan Agreement.

3.2 Collection Costs. Should all or any part of the indebtedness represented by this Note be collected by action at law,
or in bankruptcy, insolvency, receivership or other court proceedings, or should this Note be placed in the hands of
attorneys for collection after default, the Borrowers, jointly and severally, hereby promise to pay to the Holder, upon
demand by the Holder at any time, in addition to the outstanding principal and all (if any) other amounts payable on or
in respect of this Note, all court costs and reasonable attorneys' fees and other reasonable, third-party collection
charges and expenses incurred or sustained by the Holder.

3.3 Rights Cumulative. The rights, powers and remedies given to the Payee under this Note shall be in addition to all
rights, powers and remedies given to it by virtue of the Loan Agreement, any document or instrument executed in
connection therewith, or any statute or rule of law.

3.4 No Waivers. Any forbearance, failure or delay by the Payee in exercising any right, power or remedy under this
Note, the Loan Agreement, any documents or instruments executed in connection therewith or otherwise available to
the Payee shall not be deemed to be a waiver of such right, power or remedy, nor shall any single or partial exercise of
any right, power or remedy preclude the further exercise thereof.

3.5 Amendments in Writing. No modification or waiver of any provision of this Note, the Loan Agreement or any
documents or instruments executed in connection therewith shall be effective unless it shall be in writing and signed
by all parties, and any such modification or waiver shall apply only in the specific instance for which given.

3.6 Governing Law. This Note and the rights and obligations of the parties hereto, shall be governed, construed and
interpreted according to the laws of the State of New York, wherein it was negotiated and executed. IN ANY
LAWSUIT IN CONNECTION WITH THIS NOTE, THE HOLDER AND THE UNDERSIGNED CONSENT AND
AGREE THAT THE STATE AND FEDERAL COURTS WHICH SIT IN THE STATE OF NEW YORK, COUNTY
OF NEW YORK SHALL HAVE EXCLUSIVE JURISDICTION OF ALL CONTROVERSIES AND DISPUTES
ARISING HEREUNDER. THE HOLDER AND EACH OF THE BORROWERS WAIVES THE RIGHT IN ANY
LITIGATION ARISING HEREUNDER (WHETHER OR NOT ARISING OUT OF OR RELATING TO THIS
NOTE) TO TRIAL BY JURY.

3.7 Successors. The term “Payee” and “Holder” as used herein shall be deemed to include the Payee and its successors,
endorsees and assigns.

3.8 Notices. All notices, demands or other communications given hereunder shall be in given in accordance with
Section 12.6 of the Loan Agreement.

3.9 Certain Waivers. Except as otherwise specifically provided herein, the Borrowers and all others that may become

liable for all or any part of the obligations evidenced by this Note, hereby waive presentment, demand, notice of

nonpayment, protest and all other demands’ and notices in connection with the delivery, acceptance, performance and
enforcement of this Note, and do hereby consent to any number of renewals of extensions of the time or payment

hereof and agree that any such renewals or extensions may be made without notice to any such persons and without

affecting their liability herein and do further consent to the release of any person liable hereon, all without affecting

the liability of the other persons, firms or the Borrowers liable for the payment of this Note.
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3.10 Mutilated. Lost, Stolen or Destroyed Notes. In case this Note shall be mutilated, lost, stolen or destroyed, upon
the written request of Holder, the Borrowers shall issue and deliver in exchange and substitution for and upon
cancellation of the mutilated Note, or in lieu of and substitution for the Note, mutilated, lost, stolen or destroyed, a
new Note of like tenor and representing an equivalent right or interest, but only upon receipt of evidence satisfactory
to the Borrowers of such loss, theft or destruction and an indemnity also satisfactory to it.

3.11 Transfer and Assignment. The Holder may transfer or assign this Note, including, without limitation, pursuant to
the sale of participation rights in the Loan, without the consent of the Borrowers. The Borrowers may not transfer or

assign this Note or their obligations hereunder without the consent of the Holder.

3.12 Issue Taxes. The Borrowers shall pay any and all issue and other taxes, excluding federal, state or local income
taxes, that may be payable in respect of any issue or delivery of this Note pursuant thereto.

[Signature Page Follows]
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IN WITNESS WHEREOF, each of MDWERKS, INC. and XENI FINANCIAL SERVICES, CORP. has caused this
Note to be executed by its authorized officer and to be dated as of the Original Issuance Date above.

MDWERKS, INC.

By: /s/ Howard B. Katz
Name: Howard B. Katz
Title: Chief Executive Officer

XENI FINANCIAL SERVICES, CORP.

By: /s/ Howard B. Katz
Name: Howard B. Katz
Title: Chief Executive Officer
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SCHEDULE A

This is the schedule referred to in that certain Senior Secured Promissory Note dated November 14, 2008, executed by
MDWERKS, INC., and XENI FINANCIAL SERVICES, CORP. and payable to the order of DEBT OPPORTUNITY
FUND, LLLP or registered assigns.

Advances

Advance Total Unpaid Principal Notation
Date Amount Balance Made By

The aggregate unpaid principal amount shown on this Schedule shall be rebuttable, presumptive evidence of the
principal amount owing and unpaid on this Note. The failure to record the date and amount of any loan on this
Schedule shall not, however, limit or otherwise affect the obligations of MDWERKS, INC. or XENI FINANCIAL
SERVICES, CORP. to pay the principal of and interest on this Note.

6
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NEITHER THE ISSUANCE AND SALE OF THE SECURITIES REPRESENTED BY THIS WARRANT
NOR THE SECURITIES INTO WHICH THIS WARRANT IS EXERCISABLE HAVE BEEN REGISTERED
UNDER THE SECURITIES ACT OF 1933, AS AMENDED, OR APPLICABLE STATE SECURITIES
LAWS. THE SECURITIES MAY NOT BE OFFERED FOR SALE, SOLD, TRANSFERRED OR ASSIGNED
(I) IN THE ABSENCE OF (A) AN EFFECTIVE REGISTRATION STATEMENT FOR THE SECURITIES
UNDER THE SECURITIES ACT OF 1933, AS AMENDED, OR (B) AN OPINION OF COUNSEL (WHICH
COUNSEL SHALL BE SELECTED BY THE HOLDER), IN A FORM REASONABLY ACCEPTABLE TO
THE COMPANY, THAT REGISTRATION IS NOT REQUIRED UNDER SAID ACT OR (II) UNLESS
SOLD PURSUANT TO RULE 144 OR RULE 144A UNDER SAID ACT. NOTWITHSTANDING THE
FOREGOING, THE SECURITIES MAY BE PLEDGED IN CONNECTION WITH A BONA FIDE MARGIN
ACCOUNT OR OTHER LOAN OR FINANCING ARRANGEMENT SECURED BY THE SECURITIES.

MDWERKS, INC.
SERIES J WARRANT TO PURCHASE COMMON STOCK
Warrant No.: W-J-1

Number of Shares of Common Stock: 9.339.816

Date of Issuance: November 14, 2008 (“ISSUANCE DATE”)

MDWERKS, INC., a Delaware corporation (the “COMPANY”), hereby certifies that, for good and valuable
consideration, the receipt and sufficiency of which are hereby acknowledged, DEBT OPPORTUNITY FUND, LLLP
(the “LENDER?”), the registered holder hereof or its permitted assigns (the “HOLDER?”), is entitled, subject to the terms
set forth below, to purchase from the Company, at the Exercise Price (as defined below) then in effect, upon surrender
of this Warrant to Purchase Common Stock (including any warrants to purchase Common Stock issued in exchange,
transfer or replacement hereof, the “WARRANT”), at any time or times on or after the date hereof, but not after 11:59
p-m., New York Time, on the Expiration Date (as defined below), Nine Million Three Hundred Thirty Nine Thousand
Eight Hundred Sixteen (9,339,816) fully paid nonassessable shares of Common Stock (as defined below) (the
“WARRANT SHARES”). Except as otherwise defined herein, capitalized terms in this Warrant shall have the meanings
set forth in Section 15 hereof or the Securities Purchase Agreement (as defined below). This Warrant is the Warrant to
purchase Common Stock issued pursuant to the Loan and Securities Purchase Agreement dated November 14, 2008
(the “SUBSCRIPTION DATE”), between the Company, Xeni Financial Services, Corp., a Florida corporation, and the
Lender (the “SECURITIES PURCHASE AGREEMENT”).

1. EXERCISE OF WARRANT.

(a) Mechanics of Exercise. Subject to the terms and conditions hereof (including, without limitation, the limitations set
forth in Section 1(f)), this Warrant may be exercised by the Holder on any day on or after the date hereof, in whole or
in part, by (i) delivery of a written notice, in the form attached hereto as Exhibit A (the “EXERCISE NOTICE”), of the
Holder’s election to exercise this Warrant and (ii) (A) payment to the Company of an amount equal to the applicable
Exercise Price multiplied by the number of Warrant Shares as to which this Warrant is being exercised (the
“AGGREGATE EXERCISE PRICE”) in cash or by wire transfer of immediately available funds or (B) by notifying the
Company that this Warrant is being exercised pursuant to a Cashless Exercise (as defined in Section 1(d)). The Holder
shall not be required to deliver the original Warrant in order to affect an exercise hereunder. Execution and delivery of
the Exercise Notice with respect to less than all of the Warrant Shares shall have the same effect as cancellation of the
original Warrant and issuance of a new Warrant evidencing the right to purchase the remaining number of Warrant
Shares. On or before the first (1st) Business Day following the date on which the Company has received each of the

66



Edgar Filing: MDwerks, Inc. - Form 424B3

Exercise Notice and the Aggregate Exercise Price (or notice of a Cashless Exercise) (the “EXERCISE DELIVERY
DOCUMENTS”), the Company shall transmit by facsimile an acknowledgment of confirmation of receipt of the
Exercise Delivery Documents to the Holder and the Company’s transfer agent (the “TRANSFER AGENT”). On or
before the third (3rd) Business Day following the date on which the Company has received all of the Exercise
Delivery Documents (the “SHARE DELIVERY DATE”), the Company shall (X) provided that the Transfer Agent is
participating in The Depository Trust Company (“DTC”) Fast Automated Securities Transfer Program, credit such
aggregate number of shares of Common Stock to which the Holder is entitled pursuant to such exercise to the Holder’s
or its designee’s balance account with DTC through its Deposit Withdrawal Agent Commission system, or (Y) if the
Transfer Agent is not participating in the DTC Fast Automated Securities Transfer Program, issue and dispatch by
overnight courier to the address as specified in the Exercise Notice, a certificate, registered in the Company’s share
register in the name of the Holder or its designee, for the number of shares of Common Stock to which the Holder is
entitled pursuant to such exercise. Upon delivery of the Exercise Delivery Documents, the Holder shall be deemed for
all corporate purposes to have become the holder of record of the Warrant Shares with respect to which this Warrant
has been exercised, irrespective of the date such Warrant Shares are credited to the Holder’s DTC account or the date
of delivery of the certificates evidencing such Warrant Shares as the case may be. If this Warrant is submitted in
connection with any exercise pursuant to this Section 1(a) and the number of Warrant Shares represented by this
Warrant submitted for exercise is greater than the number of Warrant Shares being acquired upon an exercise, then the
Company shall as soon as practicable and in no event later than three (3) Business Days after any exercise and at its
own expense, issue, a new Warrant (in accordance with Section 7(d)) representing the right to purchase the number of
Warrant Shares purchasable immediately prior to such exercise under this Warrant, less the number of Warrant Shares
with respect to which this Warrant is exercised. No fractional shares of Common Stock are to be issued upon the
exercise of this Warrant, but rather the number of shares of Common Stock to be issued shall be rounded up to the
nearest whole number. The Company shall pay stamp and similar taxes which may be payable with respect to the
issuance and delivery of Warrant Shares upon exercise of this Warrant. The Company shall not be required, however,
to pay any transfer tax or similar charge imposed in connection with the issuance and delivery of Warrant shares in
any name other than that of the Holder.
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(b) Exercise Price. For purposes of this Warrant, “EXERCISE PRICE” means $1.00 subject to adjustment as provided
herein.

(c) Company’s Failure to Timely Deliver Securities.

(1) The Company understands that a delay in the delivery of the shares of Common Stock upon exercise of this
Warrant beyond the Share Delivery Date could result in economic loss to the Holder. If the Company fails to deliver
to the Holder such shares via DWAC or a certificate or certificates pursuant to this Section by the Share Delivery
Date, the Company shall pay to the Holder, in cash, as partial liquidated damages and not as a penalty, for each $500
of Warrant Shares (based on the closing price of the Common Stock reported by the principal Trading Market on the
date such securities are submitted to the Company’s transfer agent), $10 per Trading Day (increasing to $15 per
Trading Day five (5) Trading Days after such damages have begun to accrue and increasing to $20 per Trading Day
ten (10) Trading Days after such damages have begun to accrue) for each Trading Day after the Share Delivery Date
until such Common Stock certificate is delivered. Nothing herein shall limit a Holder’s right to pursue actual damages
for the Company’s failure to deliver certificates, and the Holder shall have the right to pursue all remedies available to
it at law or in equity including, without limitation, a decree of specific performance and/or injunctive relief.
Notwithstanding anything to the contrary contained herein, the Holder shall be entitled to withdraw an Exercise
Notice, and upon such withdrawal the Company shall only be obligated to pay the liquidated damages accrued in
accordance with this Section through the date the Exercise Notice is withdrawn. Notwithstanding the foregoing, the
Holder shall not be entitled to the damages set forth herein for the delay in the delivery of the shares of Common
Stock upon exercise of this Warrant, if such delay is due to causes which are beyond the reasonable control of the
Company, including, but not limited to, acts of God, acts of civil or military authority, fire, flood, earthquake,
hurricane, riot, war, terrorism, sabotage and/or governmental action, provided that the Company: (i) gives the Holder
prompt notice of each such cause; and (ii) uses reasonable efforts to correct such failure or delay in its performance.

S
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(i1) In addition to any other rights available to the Holder, if the Company fails to cause its transfer agent to transmit to
the Holder a certificate or certificates representing the shares of Common Stock issuable upon exercise of the Warrant
on or before the Share Delivery Date, and if after such date the Holder is required by its broker to purchase (in an open
market transaction or otherwise) shares of Common Stock to deliver in satisfaction of a sale by the Holder of the
shares of Common Stock issuable upon exercise of the Warrant which the Holder anticipated receiving upon such
exercise (a “BUY-IN”), then the Company shall (1) pay in cash to the Holder the amount by which (x) the Holder’s total
purchase price (including brokerage commissions, if any) for the shares of Common Stock so purchased exceeds (y)
the amount obtained by multiplying (A) the number of shares of Common Stock issuable upon exercise of the Warrant
that the Company was required to deliver to the Holder in connection with the conversion at issue times (B) the price
at which the sell order giving rise to such purchase obligation was executed, and (2) at the option of the Holder, either
reinstate the portion of the Warrant and equivalent number of shares of Common Stock for which such conversion
was not honored or deliver to the Holder the number of shares of Common Stock that would have been issued had the
Company timely complied with its conversion and delivery obligations hereunder. For example, if the Holder
purchases Common Stock having a total purchase price of $11,000 to cover a Buy-In with respect to an attempted
conversion of shares of Common Stock with an aggregate sale price giving rise to such purchase obligation of
$10,000, under clause (1) of the immediately preceding sentence the Company shall be required to pay the Holder
$1,000. The Holder shall provide the Company written notice indicating the amounts payable to the Holder in respect
of the Buy-In, together with applicable confirmations and other evidence reasonably requested by the Company.
Nothing herein shall limit a Holder’s right to pursue any other remedies available to it hereunder, at law or in equity
including, without limitation, a decree of specific performance and/or injunctive relief with respect to the Company’s
failure to timely deliver certificates representing shares of Common Stock upon exercise of the Warrant as required
pursuant to the terms hereof.

(d) Cashless Exercise. Notwithstanding anything contained herein to the contrary, commencing on May 14, 2009, if,

at the time of exercise of this Warrant, a Registration Statement (as defined in the Registration Rights Agreement)
covering the Warrant Shares that are the subject of the Exercise Notice (the “UNAVAILABLE WARRANT SHARES”)
is not available for the resale of such Unavailable Warrant Shares, the Holder may, in its sole discretion, exercise this
Warrant in whole or in part and, in lieu of making the cash payment otherwise contemplated to be made to the
Company upon such exercise in payment of the Aggregate Exercise Price, elect instead to receive upon such exercise
the “Net Number” of shares of Common Stock determined according to the following formula (a “CASHLESS
EXERCISE”):

Net Number = (A x
B) -
(Ax

&)

B
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For purposes of the foregoing formula:

A = the total number of shares with respect to which this Warrant is then
being exercised.

B = the Closing Sale Price of the shares of Common Stock (as reported by
Bloomberg) on the date immediately preceding the date of the
Exercise Notice.

C = the Exercise Price then in effect for the applicable Warrant Shares at
the time of such exercise.

(e) Disputes. In the case of a dispute as to the determination of the Exercise Price or the arithmetic calculation of the
Warrant Shares, the Company shall promptly issue to the Holder the number of Warrant Shares that are not disputed
and resolve such dispute in accordance with Section 12.

(f) Limitations on Exercises.

(i) Notwithstanding anything to the contrary set forth in this Warrant, at no time may a Holder of this Warrant exercise
this Warrant to the extent that after giving effect to such exercise, the Holder (together with the Holder’s affiliates)
would beneficially own (as determined in accordance with Section 13(d) of the Securities Exchange Act of 1934, as
amended, and the rules thereunder) in excess of 4.99% of the number of shares of Common Stock outstanding
immediately after giving effect to such exercise; provided, however, that upon a Holder of this Warrant providing the
Company with sixty-one (61) days notice (the “WAIVER NOTICE”) that such Holder would like to waive this Section
with regard to any or all shares of Common Stock issuable upon exercise of this Warrant, this Section will be of no
force or effect with regard to all or a portion of the Warrant referenced in the Waiver Notice.

(i1) Notwithstanding anything to the contrary set forth in this Warrant, at no time may a Holder of this Warrant
exercise this Warrant to the extent that after giving effect to such exercise, the Holder (together with the Holder’s
affiliates) would beneficially own (as determined in accordance with Section 13(d) of the Securities Exchange Act of
1934, as amended, and the rules thereunder) in excess of 9.99% of the number of shares of Common Stock
outstanding immediately after giving effect to such exercise; provided, however, that upon a Holder of this Warrant
providing the Company with a Waiver Notice that such Holder would like to waive this Section with regard to any or
all shares of Common Stock issuable upon exercise of the Warrant, this Section shall be of no force or effect with
regard to all or a portion of the Warrant referenced in the Waiver Notice.

(iii) Notwithstanding anything to the contrary set forth in this Warrant, at no time may a Holder of this Warrant

exercise this Warrant to the extent that the issuance of shares of Common Stock upon such exercise would exceed the

aggregate number of shares of Common Stock which the Company may issue upon exercise of this Warrant without

breaching the Company’s obligations under the rules or regulation of the principal exchange upon which shares of the
Company’s Common Stock are traded. In such an event, the Company covenants to promptly as possible seek to obtain
the necessary shareholder or other approvals necessary to issue the shares of Common Stock upon the exercise of this

Warrant.

(g) Insufficient Authorized Shares. If at any time while any of the Warrants remain outstanding the Company does not
have a sufficient number of authorized and unreserved shares of Common Stock (an “AUTHORIZED SHARE
FAILURE”) to satisfy its obligation to reserve for issuance upon exercise of the Warrants at least a number of shares of
Common Stock equal to 100% of the number of shares of Common Stock as shall from time to time be necessary to
effect the exercise of all of the Warrants then outstanding (the “REQUIRED RESERVE AMOUNT”), then the
Company shall immediately take all action necessary to increase the Company’s authorized shares of Common Stock
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to an amount sufficient to allow the Company to reserve the Required Reserve Amount for the Warrants then

outstanding. Without limiting the generality of the foregoing sentence, as soon as practicable after the date of the

occurrence of an Authorized Share Failure, but in no event later than ninety (90) days after the occurrence of such

Authorized Share Failure, the Company shall hold a meeting of its stockholders for the approval of an increase in the

number of authorized shares of Common Stock. In connection with such meeting, the Company shall provide each

stockholder with a proxy statement and shall use its reasonable best efforts to solicit its stockholders’ approval of such
increase in authorized shares of Common Stock and to cause its board of directors to recommend to the stockholders

that they approve such proposal.

-4
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(h) Redemption. Except as otherwise explicitly provided for herein, this Warrant is not redeemable or callable by the
Company at any time.

2. ADJUSTMENT OF EXERCISE PRICE AND NUMBER OF WARRANT SHARES.
The Exercise Price and the number of Warrant Shares shall be adjusted from time to time as follows:

(a) Adjustment upon Issuance of shares of Common Stock. If and whenever on or after the Subscription Date the
Company issues or sells, or in accordance with this Section 2 is deemed to have issued or sold, any shares of Common
Stock (including the issuance or sale of shares of Common Stock owned or held by or for the account of the
Company, but excluding shares of Common Stock which are Excluded Securities or are deemed to have been issued
by the Company in connection with any Excluded Securities) for a consideration per share (the “NEW ISSUANCE
PRICE”) less than a price (the “APPLICABLE PRICE”) equal to the Exercise Price in effect immediately prior to such
issue or sale or deemed issuance or sale (the foregoing a “DILUTIVE ISSUANCE”), then immediately after such
Dilutive Issuance, the Exercise Price then in effect shall be reduced to an amount equal to the New Issuance Price.
Upon each such adjustment of the Exercise Price hereunder, the number of Warrant Shares shall be adjusted to the
number of shares of Common Stock determined by multiplying the Exercise Price in effect immediately prior to such
adjustment by the number of Warrant Shares acquirable upon exercise of this Warrant immediately prior to such
adjustment and dividing the product thereof by the Exercise Price resulting from such adjustment. For purposes of
determining the adjusted Exercise Price under this Section 2(a), the following shall be applicable:

(1) Issuance of Options. If the Company in any manner grants any Options and the lowest price per share for which
one share of Common Stock is issuable upon the exercise of any such Option or upon conversion, exercise or
exchange of any Convertible Securities issuable upon exercise of any such Option is less than the Applicable Price,
then such shares of Common Stock (underlying such Option shall be deemed to be outstanding and to have been
issued and sold by the Company at the time of the granting or sale of such Option for such price per share. For
purposes of this Section 2(a)(i), the “lowest price per share for which one share of Common Stock is issuable upon
exercise of such Options or upon conversion, exercise or exchange of such Convertible Securities” shall be equal to the
sum of the lowest amounts of consideration (if any) received or receivable by the Company with respect to any one
share of Common Stock upon the granting or sale of the Option, upon exercise of the Option and upon conversion,
exercise or exchange of any Convertible Security issuable upon exercise of such Option. No further adjustment of the
Exercise Price or number of Warrant Shares shall be made upon the actual issuance of such shares of Common Stock
or of such Convertible Securities upon the exercise of such Options or upon the actual issuance of such shares of
Common Stock upon conversion, exercise or exchange of such Convertible Securities.

5.
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(i1) Issuance of Convertible Securities. If the Company in any manner issues or sells any Convertible Securities and
the lowest price per share for which one share of Common Stock is issuable upon the conversion, exercise or
exchange thereof is less than the Applicable Price, then such shares of Common Stock issuable upon conversion of
such Convertible Securities shall be deemed to be outstanding and to have been issued and sold by the Company at the
time of the issuance or sale of such Convertible Securities for such price per share. For the purposes of this
Section 2(a)(ii), the “lowest price per share for which one share of Common Stock is issuable upon the conversion,
exercise or exchange” shall be equal to the sum of the lowest amounts of consideration (if any) received or receivable
by the Company with respect to one share of Common Stock upon the issuance or sale of the Convertible Security and
upon conversion, exercise or exchange of such Convertible Security. No further adjustment of the Exercise Price or
number of Warrant Shares shall be made upon the actual issuance of such shares of Common Stock upon conversion,
exercise or exchange of such Convertible Securities, and if any such issue or sale of such Convertible Securities is
made upon exercise of any Options for which adjustment of this Warrant has been or is to be made pursuant to other
provisions of this Section 2(a), no further adjustment of the Exercise Price or number of Warrant Shares shall be made
by reason of such issue or sale. A change that permits the holder of an Option or Convertible Security to utilize a
cashless exercise feature shall not be deemed to decrease the consideration payable by the holder solely by reason of
the fact that the cashless exercise feature would result in a reduction in cash consideration receivable by the Company.

(iii) Change in Option Price or Rate of Conversion. If the purchase price provided for in any Options, the additional
consideration, if any, payable upon the issue, conversion, exercise or exchange of any Convertible Securities, or the
rate at which any Convertible Securities are convertible into or exercisable or exchangeable for shares of Common
Stock increases or decreases at any time, the Exercise Price and the number of Warrant Shares in effect at the time of
such increase or decrease shall be adjusted to the Exercise Price and the number of Warrant Shares which would have
been in effect at such time had such Options or Convertible Securities provided for such increased or decreased
purchase price, additional consideration or increased or decreased conversion rate, as the case may be, at the time
initially granted, issued or sold. For purposes of this Section 2(a)(iii), if the terms of any Option or Convertible
Security that was outstanding as of the date of issuance of this Warrant are increased or decreased in the manner
described in the immediately preceding sentence, then such Option or Convertible Security and the shares of Common
Stock deemed issuable upon exercise, conversion or exchange thereof shall be deemed to have been issued as of the
date of such increase or decrease. No adjustment pursuant to this Section 2(a) shall be made if such adjustment would
result in an increase of the Exercise Price then in effect or a decrease in the number of Warrant Shares. A change that
permits the holder of an Option or Convertible Security to utilize a cashless exercise feature shall not be deemed to
decrease the consideration payable by the holder solely by reason of the fact that the cashless exercise feature would
result in a reduction in cash consideration receivable by the Company.

(iv) Calculation of Consideration Received. If any Option is issued in connection with the issue or sale of other
securities of the Company, together comprising one integrated transaction in which no specific consideration is
allocated to such Options by the parties thereto, the Options will be deemed to have been issued for a consideration of
$0.01. If any Common Stock, Options or Convertible Securities are issued or sold or deemed to have been issued or
sold for cash, the consideration received therefor will be deemed to be the gross amount paid by the purchaser of such
Common Stock, Options, or Convertible Securities, before any commissions, discounts, fees or expenses. If any
Common Stock, Options or Convertible Securities are issued to the owners of the non-surviving entity in connection
with any merger in which the Company is the surviving entity, the amount of consideration therefor will be deemed to
be the fair value of such portion of the net assets and business of the non-surviving entity as is attributable to such
Common Stock, Options or Convertible Securities, as the case may be. If any Common Stock, Options or Convertible
Securities are issued or sold or deemed to have been issued or sold for non-cash consideration, the consideration
received therefore will be deemed to be the fair value of such non-cash consideration as determined in good faith by
the Board of Directors of the Company.

- 6-
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(v) Record Date. If the Company takes a record of the holders of shares of Common Stock for the purpose of entitling
them (A) to receive a dividend or other distribution payable in shares of Common Stock, Options or in Convertible
Securities or (B) to subscribe for or purchase shares of Common Stock, Options or Convertible Securities, then such
record date will be deemed to be the date of the issue or sale of the shares of Common Stock deemed to have been
issued or sold upon the declaration of such dividend or the making of such other distribution or the date of the
granting of such right of subscription or purchase, as the case may be.

(b) Stock Dividends and Splits. If the Company, at any time while this Warrant is outstanding, (i) pays a stock
dividend on its Common Stock or otherwise makes a distribution on any class of capital stock that is payable in shares
of Common Stock, (ii) subdivides outstanding shares of Common Stock into a larger number of shares, or (iii)
combines outstanding shares of Common Stock into a smaller number of shares, then in each such case the Exercise
Price shall be multiplied by a fraction of which the numerator shall be the number of shares of Common Stock
outstanding immediately before such event and of which the denominator shall be the number of shares of Common
Stock outstanding immediately after such event. Any adjustment made pursuant to clause (i) of this paragraph shall
become effective immediately after the record date for the determination of stockholders entitled to receive such
dividend or distribution, and any adjustment pursuant to clause (ii) or (iii) of this paragraph shall become effective
immediately after the effective date of such subdivision or combination.

(c) Fundamental Transactions. If, at any time while this Warrant is outstanding there is a Fundamental Transaction,
then the Holder shall have the right thereafter to receive, upon exercise of this Warrant, the same amount and kind of
securities, cash or property as it would have been entitled to receive upon the occurrence of such Fundamental
Transaction if it had been, immediately prior to such Fundamental Transaction, the holder of the number of shares of
Common Stock then issuable upon exercise in full of this Warrant (the “ALTERNATE CONSIDERATION”). For
purposes of any such conversion, the determination of the Exercise Price shall be appropriately adjusted to apply to
such Alternate Consideration based on the amount of Alternate Consideration issuable in respect of one share of
Common Stock in such Fundamental Transaction, and the Company shall apportion the Exercise Price among the
Alternate Consideration in a reasonable manner reflecting the relative value of any different components of the
Alternate Consideration. If holders of Common Stock are given any choice as to the securities, cash or property to be
received in a Fundamental Transaction, then the Holder shall be given the same choice as to the Alternate
Consideration it receives upon any exercise of Warrant following such Fundamental Transaction. The terms of any
agreement pursuant to which a Fundamental Transaction is effected shall include terms requiring any such successor
or surviving entity to comply with the provisions of this paragraph (c) and insuring that the Common Stock (or any
such replacement security) will be similarly adjusted upon any subsequent transaction analogous to a Fundamental
Transaction.

(d) Other Events. If any event occurs of the type contemplated by the provisions of this Section 2 but not expressly
provided for by such provisions (including, without limitation, the granting of stock appreciation rights, phantom
stock rights or other rights with equity features), then the Company’s Board of Directors in good faith will make an
appropriate adjustment in the Conversion Price so as to be equitable under the circumstances and otherwise protect the
rights of the Holder; provided that no such adjustment will increase the Exercise Price as otherwise determined
pursuant to this Section 7.3.

-7
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3. RIGHTS UPON DISTRIBUTION OF ASSETS.

If the Company shall declare or make any dividend or other distribution of its assets (or rights to acquire its assets) to
holders of shares of Common Stock, by way of return of capital or otherwise (including, without limitation, any
distribution of cash, stock or other securities, property or options by way of a dividend, spin off, reclassification,
corporate rearrangement, scheme of arrangement or other similar transaction) (a “DISTRIBUTION”), at any time after
the issuance of this Warrant, then, in each such case, the Exercise Price in effect immediately prior to the close of
business on the record date fixed for the determination of holders of shares of Common Stock entitled to receive the
Distribution shall be reduced, effective as of the close of business on such record date, to a price determined by
multiplying such Exercise Price by a fraction of which (i) the numerator shall be the Exercise Price on such record
date minus the value of the Distribution (as determined in good faith by the Company’s Board of Directors) applicable
to one share of Common Stock, and (ii) the denominator shall be the Exercise Price on such record date.

4. PURCHASE RIGHTS; FUNDAMENTAL TRANSACTIONS.

(a) Purchase Rights. In addition to any adjustments pursuant to Section 2 above, if at any time the Company grants,
issues or sells any Options, Convertible Securities or rights to purchase stock, warrants, securities or other property
pro rata to the record holders of any class of shares of Common Stock (the “PURCHASE RIGHTS”), then the Holder
will be entitled to acquire, upon the terms applicable to such Purchase Rights, the aggregate Purchase Rights which
the Holder could have acquired if the Holder had held the proportionate number of shares of Common Stock
acquirable upon complete exercise of this Warrant (without regard to any limitations on the exercise of this Warrant)
immediately before the date on which a record is taken for the grant, issuance or sale of such Purchase Rights, or, if no
such record is taken, the date as of which the record holders of shares of Common Stock are to be determined for the
grant, issue or sale of such Purchase Rights.

(b) Redemption Right. No sooner than fifteen (15) days nor later than ten (10) days prior to the consummation of a
Change of Control, but not prior to the public announcement of such Change of Control, the Company shall deliver
written notice thereof via facsimile and overnight courier to the Holder (a “CHANGE IN CONTROL NOTICE”). At
any time during the period beginning after the Holder’s receipt of a Change of Control Notice and ending ten (10)
Trading Days after the consummation of such Change of Control, the Holder may require the Company to redeem all
or any portion of this Warrant by delivering written notice thereof (“CHANGE IN CONTROL REDEMPTION
NOTICE”) to the Company, which Change of Control Redemption Notice shall indicate the amount the Holder is
electing to be redeemed. Any such redemption shall be in cash in the amount equal to the value of the remaining
unexercised portion of this Warrant on the date of such consummation, which value shall be determined by use of the
Black Scholes Option Pricing Model reflecting (A) a risk-free interest rate corresponding to the U.S. Treasury rate for
a period equal to the remaining term of this Warrant as of such date of request and (B) an expected volatility equal to
the greater of 60% and the 100 day volatility obtained from the HVT function on Bloomberg.

5. NONCIRCUMVENTION.

The Company hereby covenants and agrees that the Company will not, by amendment of its Certificate of
Incorporation, Bylaws or through any reorganization, transfer of assets, consolidation, merger, scheme of
arrangement, dissolution, issue or sale of securities, or any other voluntary action, avoid or seek to avoid the
observance or performance of any of the terms of this Warrant, and will at all times in good faith carry out all the
provisions of this Warrant and take all action as may be required to protect the rights of the Holder. Without limiting
the generality of the foregoing, the Company (i) shall not increase the par value of any shares of Common Stock
receivable upon the exercise of this Warrant above the Exercise Price then in effect, (ii) shall take all such actions as
may be necessary or appropriate in order that the Company may validly and legally issue fully paid and nonassessable
shares of Common Stock upon the exercise of this Warrant, and (iii) shall, so long as any of the Warrants are
outstanding, take all action necessary to reserve and keep available out of its authorized and unissued shares of
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Common Stock, solely for the purpose of effecting the exercise of the Warrants, 100% of the number of shares of
Common Stock as shall from time to time be necessary to effect the exercise of the Warrants then outstanding
(without regard to any limitations on exercise).
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6. WARRANT HOLDER NOT DEEMED A STOCKHOLDER.

Except as otherwise specifically provided herein, the Holder, solely in such Person’s capacity as a holder of this
Warrant, shall not be entitled to vote or receive dividends or be deemed the holder of share capital of the Company for

any purpose, nor shall anything contained in this Warrant be construed to confer upon the Holder, solely in such

Person’s capacity as the Holder of this Warrant, any of the rights of a stockholder of the Company or any right to vote,
give or withhold consent to any corporate action (whether any reorganization, issue of stock, reclassification of stock,

consolidation, merger, conveyance or otherwise), receive notice of meetings, receive dividends or subscription rights,

or otherwise, prior to the issuance to the Holder of the Warrant Shares which such Person is then entitled to receive

upon the due exercise of this Warrant. In addition, nothing contained in this Warrant shall be construed as imposing

any liabilities on the Holder to purchase any securities (upon exercise of this Warrant or otherwise) or as a stockholder

of the Company, whether such liabilities are asserted by the Company or by creditors of the Company.

Notwithstanding this Section 6, the Company shall provide the Holder with copies of the same notices and other

information given to the stockholders of the Company generally, contemporaneously with the giving thereof to the

stockholders.

7. REISSUANCE OF WARRANTS.

(a) Transfer of Warrant. If this Warrant is to be transferred, the Holder shall surrender this Warrant to the Company,
whereupon the Company will issue promptly following satisfaction of the transfer provisions contained in the
Securities Purchase Agreement and deliver upon the order of the Holder a new Warrant (in accordance with
Section 7(d)), in the name of the validly registered assignee or transferee, representing the right to purchase the
number of Warrant Shares being transferred by the Holder and, if less then the total number of Warrant Shares then
underlying this Warrant is being transferred, a new Warrant (in accordance with Section 7(d)) to the Holder
representing the right to purchase the number of Warrant Shares not being transferred.

(b) Lost. Stolen or Mutilated Warrant. Upon receipt by the Company of evidence reasonably satisfactory to the
Company of the loss, theft, destruction or mutilation of this Warrant, and, in the case of loss, theft or destruction, of
any indemnification undertaking by the Holder to the Company in customary form and, in the case of mutilation, upon
surrender and cancellation of this Warrant, the Company shall execute and deliver to the Holder a new Warrant (in
accordance with Section 7(d)) representing the right to purchase the Warrant Shares then underlying this Warrant.

(c) Exchangeable for Multiple Warrants. This Warrant is exchangeable, upon the surrender hereof by the Holder at the
principal office of the Company, for a new Warrant or Warrants (in accordance with Section 7(d)) representing in the
aggregate the right to purchase the number of Warrant Shares then underlying this Warrant, and each such new
Warrant will represent the right to purchase such portion of such Warrant Shares as is designated by the Holder at the
time of such surrender; provided, however, that no Warrants for fractional shares of Common Stock shall be given.

_9.
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(d) Issuance of New Warrants. Whenever the Company is required to issue a new Warrant pursuant to the terms of
this Warrant, such new Warrant (i) shall be of like tenor with this Warrant, (ii) shall represent, as indicated on the face
of such new Warrant, the right to purchase the Warrant Shares then underlying this Warrant (or in the case of a new
Warrant being issued pursuant to Section 7(a) or Section 7(c), the Warrant Shares designated by the Holder which,
when added to the number of shares of Common Stock underlying the other new Warrants issued in connection with
such issuance, does not exceed the number of Warrant Shares then underlying this Warrant), (iii) shall have an
issuance date, as indicated on the face of such new Warrant which is the same as the Issuance Date, and (iv) shall have
the same rights and conditions as this Warrant.

8. NOTICES.

Whenever notice is required to be given under this Warrant, unless otherwise provided herein, such notice shall be
given in accordance with Section 12.6 of the Securities Purchase Agreement. The Company shall provide the Holder
with prompt written notice of all actions taken pursuant to this Warrant, including in reasonable detail a description of
such action and the reason therefore. Without limiting the generality of the foregoing, the Company will give written
notice to the Holder (i) immediately upon any adjustment of the Exercise Price, setting forth in reasonable detail, and
certifying, the calculation of such adjustment and (ii) at least fifteen (15) days prior to the date on which the Company
closes its books or takes a record (A) with respect to any dividend or distribution upon the shares of Common Stock,
(B) with respect to any grants, issuances or sales of any Options, Convertible Securities or rights to purchase stock,
warrants, securities or other property to holders of shares of Common Stock or (C) for determining rights to vote with
respect to any Fundamental Transaction, dissolution or liquidation, provided in each case that such information shall
be made known to the public prior to or in conjunction with such notice being provided to the Holder.

9. AMENDMENT AND WAIVER.

Except as otherwise provided herein, the provisions of this Warrant may be amended and the Company may take any
action herein prohibited, or omit to perform any act herein required to be performed by it, only if the Company has
obtained the written consent of the Holder; provided that no such action may increase the exercise price of any
Warrant or decrease the number of shares or class of stock obtainable upon exercise of any Warrant without the
written consent of the Holder. No such amendment shall be effective to the extent that it applies to less than all of the
holders of the Warrants then outstanding.

10. GOVERNING LAW.

This Warrant shall be governed by and construed and enforced in accordance with, and all questions concerning the
construction, validity, interpretation and performance of this Warrant shall be governed by, the internal laws of the
State of New York, without giving effect to any choice of law or conflict of law provision or rule (whether of the State
of New York or any other jurisdictions) that would cause the application of the laws of any jurisdictions other than the
State of New York.

11. CONSTRUCTION; HEADINGS.
This Warrant shall be deemed to be jointly drafted by the Company and the Lender and shall not be construed against
any person as the drafter hereof. The headings of this Warrant are for convenience of reference and shall not form part

of, or affect the interpretation of, this Warrant.
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12. DISPUTE RESOLUTION.

In the case of a dispute as to the determination of the Exercise Price or the arithmetic calculation of the Warrant
Shares, the Company shall submit the disputed determinations or arithmetic calculations via facsimile within two
Business Days of receipt of the Exercise Notice giving rise to such dispute, as the case may be, to the Holder. If the
Holder and the Company are unable to agree upon such determination or calculation of the Exercise Price or the
Warrant Shares within three Business Days of such disputed determination or arithmetic calculation being submitted
to the Holder, then the Company shall, within two Business Days submit via facsimile (a) the disputed determination
of the Exercise Price to an independent, reputable investment bank selected by the Company and approved by the
Holder (such approval not to be unreasonably withheld or delayed) or (b) the disputed arithmetic calculation of the
Warrant Shares to the Company’s independent, outside accountant. The Company shall cause at its expense the
investment bank or the accountant, as the case may be, to perform the determinations or calculations and notify the
Company and the Holder of the results no later than ten Business Days from the time it receives the disputed
determinations or calculations. Such investment bank’s or accountant’s determination or calculation, as the case may
be, shall be binding upon all parties absent demonstrable error.

13. REMEDIES, OTHER OBLIGATIONS, BREACHES AND INJUNCTIVE RELIEF.

The remedies provided in this Warrant shall be cumulative and in addition to all other remedies available under this
Warrant and the other Transaction Documents, at law or in equity (including a decree of specific performance and/or
other injunctive relief), and nothing herein shall limit the right of the Holder right to pursue actual damages for any
failure by the Company to comply with the terms of this Warrant. The Company acknowledges that a breach by it of
its obligations hereunder will cause irreparable harm to the Holder and that the remedy at law for any such breach may
be inadequate. The Company therefore agrees that, in the event of any such breach or threatened breach, the holder of
this Warrant shall be entitled, in addition to all other available remedies, to an injunction restraining any breach,
without the necessity of showing economic loss and without any bond or other security being required.

14. TRANSFER.

This Warrant may be offered for sale, sold, transferred or assigned without the consent of the Company, except as may
otherwise be required by the Securities Purchase Agreement.

15. CERTAIN DEFINITIONS.
For purposes of this Warrant, the following terms shall have the following meanings:

(a) “APPROVED STOCK PLAN” means any employee benefit plan which has been approved by the Board of Directors
of the Company, pursuant to which the Company’s securities may be issued to any employee, consultant, officer or
director for services provided to the Company.

(b) “BLOOMBERG” means Bloomberg Financial Markets.

(c) “BUSINESS DAY” means any day other than Saturday, Sunday or other day on which commercial banks in The
City of New York are authorized or required by law to remain closed.

(d) “CHANGE OF CONTROL” means any Fundamental Transaction other than (i) any reorganization, recapitalization
or reclassification of the Common Stock in which holders of the Company’s voting power immediately prior to such
reorganization, recapitalization or reclassification continue after such reorganization, recapitalization or
reclassification to hold publicly-traded securities and, directly or indirectly, the voting power of the surviving entity or
entities necessary to elect a majority of the members of the board of directors (or their equivalent if other than a
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corporation) of such entity or entities, or (ii) pursuant to a migratory merger effected solely for the purpose of
changing the jurisdiction of incorporation of the Company or (iii) any transaction that might otherwise be a
Fundamental Transaction but which the Holder agrees in writing shall not be deemed to be a Fundamental Transaction
for purposes of this Warrant.
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(e) “CLOSING BID PRICE” and “CLOSING SALE PRICE” means, for any security as of any date, the last closing bid
price and last closing trade price, respectively, for such security on the Principal Market, as reported by Bloomberg,
or, if the Principal Market begins to operate on an extended hours basis and does not designate the closing bid price or
the closing trade price, as the case may be, then the last bid price or last trade price, respectively, of such security prior
to 4:00 p.m., New York Time, as reported by Bloomberg, or, if the Principal Market is not the principal securities
exchange or trading market for such security, the last closing bid price or last trade price, respectively, of such security
on the principal securities exchange or trading market where such security is listed or traded as reported by
Bloomberg, or if the foregoing do not apply, the last closing bid price or last trade price, respectively, of such security
in the over-the-counter market on the electronic bulletin board for such security as reported by Bloomberg, or, if no
closing bid price or last trade price, respectively, is reported for such security by Bloomberg, the average of the bid
prices, or the ask prices, respectively, of any market makers for such security as reported in the “pink sheets” by Pink
Sheets LLC (formerly the National Quotation Bureau, Inc.). If the Closing Bid Price or the Closing Sale Price cannot
be calculated for a security on a particular date on any of the foregoing bases, the Closing Bid Price or the Closing
Sale Price, as the case may be, of such security on such date shall be the fair market value as mutually determined by
the Company and the Holder. If the Company and the Holder are unable to agree upon the fair market value of such
security, then such dispute shall be resolved pursuant to Section 12. All such determinations to be appropriately
adjusted for any stock dividend, stock split, stock combination or other similar transaction during the applicable
calculation period.

(f) “COMMON STOCK” means (i) the Company’s shares of Common Stock, par value $0.001 per share, and (ii) any
share capital into which such Common Stock shall have been changed or any share capital resulting from a
reclassification of such Common Stock.

(g) “CONVERTIBLE SECURITIES” means any stock or securities (other than Options) directly or indirectly
convertible into or exercisable or exchangeable for shares of Common Stock.

(h) “ELIGIBLE MARKET” means the Principal Market, The New York Stock Exchange, Inc., the Nasdaq National
Market, the Nasdaq Capital Market or the American Stock Exchange.

(1) “EXCLUDED SECURITIES” means (i) any Common Stock and/or Options (and the Common Stock issuable
pursuant to such Options) issued or issuable: (A) in connection with any Approved Stock Plan up to a maximum of
ten percent (10%) of the Common Stock outstanding at the time of issuance of such Common Stock and/or Options
(provided that securities issued in connection with an Approved Stock Plan that are outstanding as of the Issuance
Date and shares of Common Stock issuable pursuant to exercise or conversion of such outstanding securities shall not
be included for purposes of calculating the maximum of ten percent (10%)) or (B) upon conversion or exercise of any
Options or Convertible Securities which are outstanding on the Issuance Date; provided, such options or Convertible
Securities are disclosed on Schedule 3.4(b) of the Securities Purchase Agreement or the Company’s filings with the
Securities and Exchange Commission; provided further, that the terms of such Options or Convertible Securities are
not amended, modified or changed on or after the Issuance Date to lower the conversion or exercise price thereof and
so long as the number of shares of Common Stock underlying such securities is not otherwise increased; (ii) any
shares of Common Stock issued in an underwritten public offering in which the gross cash proceeds to the Company
(before underwriting discounts, commissions and fees) are at least $10,000,000; (iii) Options (and the Common Stock
issuable pursuant thereto) issued to medical practices that are customers of the Company in good standing to acquire
up to a maximum of 250,000 shares of Common Stock per practice with an exercise or conversion price at or above
the Closing Sale Price on the day of issuance; (iv) up to 250,000 shares of Common Stock (or options exercisable for
up to 250,000 shares of Common Stock with an exercise price at or above the Closing Sale Price on the day of
issuance) as consideration for strategic acquisitions up to a maximum of 250,000 shares of Common Stock per
acquisition; (v) up to 250,000 shares of Common Stock (or securities convertible into or exercisable for up to 250,000
shares of Common Stock with an exercise price at or above the Closing Sale Price on the day of issuance) per year to
third parties in connection with investor relations and public relations efforts of the Company; (vi) up to 250,000
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shares of Common Stock, options, or warrants to be issued to Rodman & Renshaw (or their designees) as
consideration for securing a line of credit or similar financing for the Company or its subsidiaries; and (vii) up to
2,000,000 shares of Common Stock to be issued to Medical Solutions Management Inc. and or Orthosupply
Management, Inc., their respective affiliates or designees in connection with the acquisition by the Corporation of that
certain Management Agreement, dated April 30, 2007, by and between Orthosupply Management, Inc. and Deutsche
Medical Services, Inc. (the “DMSI Contract Acquisition”).
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() “EXPIRATION DATE” means the date one hundred twenty months after the Issuance Date or, if such date falls on a
day other than a Business Day or on which trading does not take place on the Principal Market (a “HOLIDAY”), the
next date that is not a Holiday.

(k) “FUNDAMENTAL TRANSACTION” means that the Company shall, directly or indirectly, in one or more related
transactions, (i) consolidate or merge with or into (whether or not the Company is the surviving corporation) another
Person, or (ii) sell, assign, transfer, convey or otherwise dispose of all or substantially all of the properties or assets of
the Company to another Person, or (iii) allow another Person to make a purchase, tender or exchange offer that is
accepted by the holders of more than the 50% of either the outstanding shares of Common Stock (not including any
shares of Common Stock held by the Person or Persons making or party to, or associated or affiliated with the Persons
making or party to, such purchase, tender or exchange offer), or (iv) consummate a stock purchase agreement or other
business combination (including, without limitation, a reorganization, recapitalization, spin-off or scheme of
arrangement) with another Person whereby such other Person acquires more than the 50% of the outstanding shares of
Common Stock (not including any shares of Common Stock held by the other Person or other Persons making or party
to, or associated or affiliated with the other Persons making or party to, such stock purchase agreement or other
business combination), (v) reorganize, recapitalize or reclassify its Common Stock (other than a forward or reverse
stock split), or (vi) any “person” or “group” (as these terms are used for purposes of Sections 13(d) and 14(d) of the
Exchange Act) is or shall become the “beneficial owner” (as defined in Rule 13d-3 under the Exchange Act), directly or
indirectly, of 50% of the aggregate ordinary voting power represented by issued and outstanding Common Stock.

(D) “OPTIONS” means any rights, warrants or options to subscribe for or purchase shares of Common Stock or
Convertible Securities.

(m) “PARENT ENTITY” of a Person means an entity that, directly or indirectly, controls the applicable Person and
whose common stock or equivalent equity security is quoted or listed on an Eligible Market, or, if there is more than
one such Person or Parent Entity, the Person or Parent Entity with the largest public market capitalization as of the
date of consummation of the Fundamental Transaction.
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(n) “PERSON” means an individual, a limited liability company, a partnership, a joint venture, a corporation, a trust, an
unincorporated organization, any other entity and a government or any department or agency thereof.

(0) “PRINCIPAL MARKET” means the Over-the-Counter Bulletin Board.

(p) “REGISTRATION RIGHTS AGREEMENT” means that certain registration rights agreement by and among the
Company and the Buyers.

(q) “SUCCESSOR ENTITY” means the Person (or, if so elected by the Holder, the Parent Entity) formed by, resulting
from or surviving any Fundamental Transaction or the Person (or, if so elected by the Holder, the Parent Entity) with
which such Fundamental Transaction shall have been entered into.

[Signature Page Follows]
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IN WITNESS WHEREOF, the Company has caused this Series J] Warrant to Purchase Common Stock to be duly
executed as of the Issuance Date set out above.

MDWERKS, INC.
By: /s/ Howard B. Katz
Name: Howard B. Katz
Title: Chief Executive Officer
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EXHIBIT A

EXERCISE NOTICE
TO BE EXECUTED BY THE REGISTERED HOLDER TO EXERCISE THIS
WARRANT TO PURCHASE COMMON STOCK

MDWERKS, INC.

The undersigned holder hereby exercises the right to purchase of the shares of Common
Stock (“Warrant Shares”) of MDwerks, Inc., a Delaware corporation (the “Company”), evidenced by the attached Series
J Warrant to Purchase Common Stock (the “Warrant”). Capitalized terms used herein and not otherwise defined shall
have the respective meanings set forth in the Warrant.

1. Form of Exercise Price. The Holder intends that payment of the Exercise Price shall be made as:
a “Cash Exercise” with respect to Warrant Shares; and/or
a “Cashless Exercise” with respect to Warrant Shares.

2. Payment of Exercise Price. In the event that the holder has elected a Cash Exercise with respect to some or all of
the Warrant Shares to be issued pursuant hereto, the holder shall pay the Aggregate Exercise Price in the sum of

$ to the Company in accordance with the terms of the Warrant.

3. Delivery of Warrant Shares. The Company shall deliver to the holder. Warrant Shares in accordance
with the terms of the Warrant.

Date:

Name of Registered Holder
By:
Name:

Title:
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ACKNOWLEDGMENT

The Company hereby acknowledges this Exercise Notice and hereby directs Corporate Stock Transfer to issue the
above indicated number of shares of Common Stock in accordance with the Transfer Agent Instructions dated
November __, 2008 from the Company and acknowledged and agreed to by Corporate Stock Transfer.

MDWERKS, INC.
By:
Name:

Title:
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REGISTRATION RIGHTS AGREEMENT

This Registration Rights Agreement is made and entered into as of November 14, 2008 (as amended, modified or
supplemented from time to time, this “Agreement”) by and between MDwerks, Inc., a Delaware corporation (the
“Company”and each securityholder identified on the signature pages hereto (each, including its successors and
assigns, a “‘Holder” and collectively the “Holders”).

This Agreement is made pursuant to the Loan and Securities Purchase Agreement, dated as of the date hereof between

3

the Company, Xeni Financial Services, Corp. and the Lender (as defined therein) (the “Purchase Agreement”).

1. Definitions. Capitalized terms used and not otherwise defined herein that are defined in the Purchase Agreement
shall have the meanings given such terms in the Purchase Agreement. As used in this Agreement, the following terms
shall have the following meanings:

“Commission” means the U.S. Securities and Exchange Commission.

“Common Stock” means shares of the Company’s common stock, par value $.001 per share.

“Company” has the meaning given to such term in the Preamble hereto.

“Exchange Act” means the Securities Exchange Act of 1934, as amended, and any successor statute.

“Holder” or “Holders” means the Lender or any of its affiliates or transferees to the extent any of them hold
Registrable Securities, other than those purchasing Registrable Securities in a market transaction.

“Indemnified Party” has the meaning set forth in Section 5(c).
“Indemnifying Party” has the meaning set forth in Section 5(c).

“Prospectus” means the prospectus included in the Registration Statement (including, without limitation, a prospectus
that includes any information previously omitted from a prospectus filed as part of an effective registration statement
in reliance upon Rule 430A promulgated under the Securities Act), as amended or supplemented by any prospectus
supplement, with respect to the terms of the offering of any portion of the Registrable Securities covered by the
Registration Statement, and all other amendments and supplements to the Prospectus, including post-effective
amendments, and all material incorporated by reference or deemed to be incorporated by reference in such Prospectus.

“Registrable Securities” means the shares of Common Stock issuable upon exercise of the Warrant.

“Registration Statement” means each registration statement required to be filed hereunder, including the Prospectus
therein, amendments and supplements to such registration statement or Prospectus, including pre- and post-effective
amendments, all exhibits thereto, and all material incorporated by reference or deemed to be incorporated by reference

in such registration statement.

“Requesting Holders” has the meaning set forth in Section 2(a).
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“Requested Stock” has the meaning set forth in Section 2(a).

“Rule 144” means Rule 144 promulgated by the Commission pursuant to the Securities Act, as such Rule may be
amended from time to time, or any similar rule or regulation hereafter adopted by the Commission having

substantially the same effect as such Rule.

“Rule 415” means Rule 415 promulgated by the Commission pursuant to the
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