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Cautionary Statement under the Private Securitiigdtion Reform Act of 1995:

This Annual Report on Form 10-K and the documerdsrporated by reference herein contain forwarddiog statements within the meaning
of Section 21E of the Securities Exchange Act 88 1&hich include information relating to futureesws, future financial performance,
strategies, expectations, competitive environnregulation and availability of resources. From &rto time, we also provide forward-looking
statements in other materials we release to thdipabk well as verbal forward-looking statemeniese forward-looking statements include,
without limitation, statements regarding: regulagapproval for our products; market demand for puoducts and competition; our
dependence on licensees, distributors and manageimgact of technological changes on our prodursults of operations or liquidity;
statements concerning projections, predictionsgetqtions, estimates or forecasts as to our busirfesancial and operational results and
future economic performance; and statements of gemar’'s goals and objectives and other similar expressioSuch statements give our
current expectations or forecasts of future evethisy do not relate strictly to historical or currefacts. Given these uncertainties, readers are
cautioned not to place undue reliance on such fodalaoking statements. Words such as “may,” “Willshould,” “could,” “would,”

“predicts,” “potential,” “continue,” “expects,” “an ticipates,” “future,” “intends,” “plans,” “believes,” “estimates,” and similar expressions,
as well as statements in future tense, identifwéod-looking statements.

”ou ” o ”ou ” u ”ou ” LI

We cannot guarantee that any forward-looking statenwill be realized, although we believe we haserbprudent in our plans and
assumptions. Achievement of future results isestiltp risks, uncertainties and potentially inacgrassumptions. Many events beyond our
control may determine whether results we anticipatebe achieved. Should known or unknown rigksrertainties materialize, or should
underlying assumptions prove inaccurate, actualitsscould differ materially from past results attse anticipated, estimated or
projected. You should bear this in mind as youwsaer forwarc-looking statements.

We undertake no obligation to publicly update orise forward-looking statements, whether as a tesfuhew information, future events or
otherwise. You are advised, however, to consuyltfarther disclosures we make on related subjectaur Form 10-Q and 8-K reports to the
SEC. Also note that we provide the following aandry discussion of risks, uncertainties and pdgsitaccurate assumptions relevant to our
business. These factors individually or in theraggte, we think could cause our actual resultdiffer materially from expected and histori
results. You should understand that it is not fidedo predict or identify all such factors. Oactual results may differ materially from those
currently anticipated and expressed in such forwlaaking statements as a result of a number obfa¢including those we discuss under
“Risk Factors” and elsewhere in this Annual RepontForm 10-K.




PART |
Iltem 1. Business

Radient Pharmaceuticals Corporation, “we”, “outis®, “Radient”, the “Company’recently refocused our business on the development
manufacture and marketing of advanced, pioneeriedical diagnostic and monitoring products, inclgdiur Onko-Sure®, a proprietary In-
Vitro Diagnostic (“IVD") Cancer Test. During theitt and fourth quarter of 2009, we repositionedaiarbusiness assets that we believe will
enable us to monetize such assets through newepsiips, separate potential reverse mergers oipossles. These special assets include: (i)
our 98% ownership in China-based pharmaceuticagbas, Jade Pharmaceuticals Inc. (“JPI”); ana(ir)100% Ownership of a proprietary
cancer vaccine therapy technology: Combined Immenedherapy (“CIT").

Until September 2009, we operated in China thraughwholly owned subsidiary, JPI. JPI engages énnianufacture and distribution of
generic and homeopathic pharmaceutical productsapplements, as well as cosmetic products. dRufactures and distributes its products
through a wholly-owned Chinese subsidiary, Jiadggzhong Bio-Chemical Pharmacy Company Limited§"J.J D uring the quarter ended
September 30, 2009, we deconsolidated JPI duetm#iility to exercise significant influence of perations (SeeDeconsolidatior!

below). In connection with the deconsolidation, ngelassified our China pharmaceutical manufactuaing distribution business (conducted
through our JPI subsidiary) as a business invedtmegher than a consolidated operating subsididy of December 31, 2010, we impaired
our investment in JPI to zero and wrote off sualegtment for financial purposes . See Note 1écatttompanying consolidated financial
statements.

On September 25, 2009, we changed our corporate fram “AMDL, Inc.” to “Radient Pharmaceuticals @aration,” because we believe
Radient Pharmaceuticals as a brand name has craidelenarket appeal and reflects our new corpdalia¢etion and branding statements.

We are now actively engaged in the research, dpredat, manufacturing, sale and marketing of our@8kre® product, a proprietary IVD
Cancer Test in the United States, Canada, Chilme India, Korea, Taiwan, Vietnam and other merkieroughout the world. Our produc
sold to third party distributors, who then selleditly to Clinical Laboratory Improvement Amendme¢fSLIA”") certified reference laboratori
in the United States as well as clinical referelabs, hospital laboratories and physician operkiedratories in the international market.

We manufacture and distribute our proprietary OBkwe® test kits at our licensed manufacturing fgdibcated at 2492 Walnut Avenue,
Suite 100, in Tustin, California. We are a Unitadt8s Food and Drug Administration (“USFDA”"), GMPpaioved manufacturing facility. We
maintain a current Device Manufacturing Licenseéssby the State of California, Department of He8lervices, Food and Drug Branch.

IVD DIAGNOSTICS DIVISION
IVD Industry and Market
During fiscal 2010 and 2009, we had four and tluestomers which represented approximately 94% @6l & our net revenues,
respectively. For the year ended December 31, 2682009, two customers were based in the U.Steprdsented approximately 59% and

27% of our net revenues and two customers werahlagside the US and represented approximately &38©5% of our net revenues,
respectively.




Below is a table showing our major customers andgrgage of sales for each:

% of Net Revenue

Customel Location 2010 2009
A us 35% @
B us 24% 27%
Total US 59% 27%
C Vietnam 20% 20%
D Taiwan 15% 45%
Total Foreigr 35% 65%

* less than 10% of net revenues for 2I

On July 3, 2008 we received a determination létten the USFDA approving our application to mar&etko-Sure®est kit as an immunolog
and microbiology device to monitor colorectal canaeder the category “Tumor Associated Antigens lmpiogical Test Systends a Class
IVD device. The receipt of United States Food amdg2Administration (“‘USFDA”) clearance for markegiour proprietary Onko-Sure®
cancer test kit in July 2008 has given us significasibility in the in-vitro diagnostics (“IVD")mdustry. The growth of the IVD marketplace
has been driven by an increase in the incidencamder, other chronic and infectious diseases, gingetechnologies and increasing patient
awareness. The world market for IVD tests for caicexpected to grow at nearly 11% annually andateeach nearly $8 billion by the end
2012. (Kalorama Information: The Worldwide Market Cancer Diagnostics, 3rd Edition, 2008 www.heaidging.com).

Onko-Sure®

We are the developer and worldwide marketer of G8ke®, non-invasive cancer blood test kit. Ory 8412009, we changed the brand name
of ourin-vitro diagnostic cancer test froBR-70™to the more consumer friendly, trademarked bramden&Onko-Sure®,” which we believe
communicates it as a high quality, innovative consucancer test. We also installed a new tag }ifi€he Power of Knowing” -- which
communicates to cancer patients and their physidiaat the test is effective in assessing whetlpatiant’s cancer is progressing during
treatment or is in remission. In clinical triallse Onko-Sure® test kit has demonstrated its ghiitdetect the presence of certain cancers in
humans with a high sensitivity between 50% - 100 specificity between 57% - 100%. Onko-Sure® @mple, non-invasive blood test
used for the detection and/or monitoring of thespnce of certain cancers, including: lung, bredsimach, liver, colon, rectal, ovarian,
esophageal, cervical, trophoblastic, thyroid, nredigt lymphoma, and pancreatic. A positive Onko-8uralue is followed with other

diagnostic tests to determine the specific typeasfcer. Onko-Sure® can be a valuable diagnostldridbe worldwide battle against cancer,
the second leading cause of death worldwide.

The Onko-Sure® test kit is a tumor-marker, which isiochemical substance indicative of neoplasigentially specific, sensitive, and
proportional to tumor load, used to screen, diagnassess prognosis, follow response to treatraedtmonitor for recurrence. As Onko-Sgre
test kit is a non-invasive blood test, there arside effects of the administration of the testwAth other cancer diagnostic products, false
positive and false negative test results could posmall risk to patient health if their physiciamot vigilant in following up on the Onko-
Sure® test kit results with other clinically relenaliagnostic modalities. While the Onko-Sure® tdsts helpful in diagnosing whether a
patient has cancer, the attending physician needsd other testing methods to determine and cortfie type and kind of cancer involved.

The Onko-Sure® test kit can be added easily andbieesively to the pre-existing line of ELISA-bastidgnostics performed routinely by
clinical laboratories throughout the world. Furtihere, the Onko-Sure® test kit can be used in ptdieceore costly and time consuming
diagnostic tests. In clinical trials in U.S., 6aj Germany, Taiwan and Turkey, Onko-Sure® has beed as a screen for multiple cancers
while only needing a single blood sample.

Our Onko-Sure® test kits are currently sold infitren of a 96 well test plate, which, after standaade applied, 43 individual tests can be run
in duplicate. These tests are typically run infanence laboratory with test results determinediéing a micro-titer reading analyzer. Results
are sent to the attending physician who then reltayse results to the patient. Typically, a patwan receive results within 3-5 days from the
blood draw date.




Onko-Sure® Test Kit Sales and Distribution Strategy

We are seeking to engage additional distributors witl sell to reference and clinical laboratoriaghe U.S., and other countries to make the

Onko-Sure® test kit available to physicians andegpas. Our objectives regarding the developmentketing and distribution of our Onko-
Sure® test kit are to:

» obtain international approval
« develop new distribution channels in new markets;
« distribute greater quantities of kits in approvearkets;
« fully utilize our GMP manufacturing facilities ilné¢ U.S. to foster worldwide sale
« automate the Onko-Sure® test kit; and
« eventually create “rapid tes” format of Onk«-Sure® test kit to extend sales into rural areas and RlysiOwned Labs“POL") .
As of December 31, 2010, we had the following disttion agreements:
o Exclusive five-year distribution agreement withGls USA, LLC (“Grifols”). This distribution agraeent allows Grifols USA,
LLC to market and sell Onko-Sure® for the monitgriof colorectal cancer to hospitals, clinical ladtories, clinics and other

health care organizations in the U.S. and Puerto.|

« Exclusive two-year distribution agreement with Trardpplied Technologies Ltd for the marketing antbsaf Onko-Sure® in
Israel.

« Four distinct exclusive fiv-year distribution agreements, one tl-year distribution agreement, and one -year distributio
agreement, with GenWay Biotech, Inc. (“GenWay")e3é six distribution agreements allows Genway tdketaand sell Onko-
Sure® for uses other than colorectal cancer to GtéAified laboratories in the U.S. as a lung carszeeen to laboratories
Canada, and the marketing and sales of Onko-Surdf@e United Kingdom, European Union, the Middlasg Russia, Gree
and Turkey

« Exclusive five-year distribution agreement with Jaiva Guar Dia¢“Jaiva G[”). This distribution agreement allows Jaiva Gl
market and sell Onl-Sure® in India.

« Exclusive five-year distribution agreement with AMDL Australia PTYd. (“AMDL Australia”). This distribution agreeme
allows AMDL Australia to market and sell Or-Sure® in Australia and New Zealan

« Exclusive five-year distribution agreement with Phu Gia Trading Cwl. (‘Phu Gi¢”). This distribution agreement allows F
Gia to market and sell On-Sure® in Vietnam, Laos, and Cambod

« Exclusive five-year distribution agreement with E-Asia Diagnostics Co. Ltd."Bio-Asia”). This distribution agreement allo
Bio-Asia to market and sell On-Sure® exclusively in Hong Kong and n-exclusively for research use only in Chi

« Non-exclusive five-year distribution agreement with @imed Inc. (“Omnimed”).This distribution agreement allows Omnin
to market and sell Onl-Sure® in South Korea

« Non-exclusive five-year distribution agreement withrdla Ditech Inc. (“Naroo”).This distribution agreement allows Naroc
market and sell Onl-Sure® in Korea.




In all of our exclusive distribution agreements thistributor is required to purchase a minimum benof Onko-Sure® test kits during each
guarter of the agreement to maintain their excltysihights in their assigned territories. If minim purchase requirements are not met, we
maintain the right to convert the exclusive agresnmeo a nonexclusive agreement. The distributor is not lggaund to meet the minimui
and in most cases, failure to meet the minimum doésonstitute a breach of contract.

Our five-year distribution agreement with Grifoésfor the United States and Puerto Rico to distelidnko-Sure® for the indicated use as
identified and registered with the USFDA. During §rear ended December 31, 2010, the distributondidneet the minimum purchase
requirements.

Our two-year distribution agreement with Taromadsthe exclusive rights to market Onko-Sure®, iaés. As this is a new market, minimum
purchase requirements have not yet been determined.

Our distribution agreements with GenWay are fordkelusive rights to market Onko-Sure® for useepthan colorectal cancer to CLIA-
certified laboratories in the U.S. as a lung casceeen to laboratories in Canada, and to marigsall Onko-Sure® in the United Kingdom,
European Union, the Middle East, Greece, Russih,Tamkey. During the year ended December 31, 20t0distributor did not meet the
minimum purchase requirements.

Our distribution agreement with Jaiva GD is for éxelusive rights to market Onko-Surei® India. During the year ended December 31,
2010, the distributor did not meet the minimum pase requirements.

Our distribution agreement with AMDL Australia isrfthe exclusive rights to market Onko-Sure® in thals&a and New Zealand. During the
year ended December 31, 2010, the distributor didrreet the minimum purchase requireme

Our distribution agreement with Phu Gia is for éxelusive rights to market Onko-Surei® Vietnam, Laos, and Cambodia. During the year
ended December 31, 2010, the distributor met thermim purchase requirements.

Our distribution agreement with Bio-Asia is for theclusive rights to market Onko-Sure® in Hong Kamgl the non-exclusive rights to sell
the Company’s products for research use only im&hDuring the year ended December 31, 2010, igtelditor did not meet the minimum
purchase requirements.

Our distribution agreement with Omnimed is for tweexclusive rights to market Onko-Surei® South Korea. During the year ended
December 31, 2010, the distributor did not meentidmum purchase requirements.

Our distribution agreement with Naroo Ditech is tioe co-exclusive rights to market Onko-Sure® irrdéé During the year ended December
31, 2010, the distributor did not meet the minimpunchase requirements.

There may be factors that prevent us from furtlesmetbping and marketing the Onko-Sure® test kit. d&lenot guarantee the Onko-Sure® test
kit will be commercially successful in either theSJor internationally. Clinical trials results drequently susceptible to varying interpretati

by scientists, medical personnel, regulatory persbrstatisticians and others, which may delayitlonprevent further clinical development or
regulatory approvals of a product candidate. Alse,length of time that it would take for us to q@ete clinical trials and obtain regulatory
approval for product marketing may vary by prodametl by the intended use of a product. We canndligirthe length of time it would take to
complete necessary clinical trials and obtain ratguy approval in any other country.

Onko-Sure® Test Kit Competition

We have only had limited sales of Onko-Sure® té@dokour distributors both inside and outside theted States. We are dependent on our
distributors’ financial ability to advertise and rkat the Onko-Sure® test kit. A number of domeatid international companies are in indirect
competition with us in all of these markets. Moktheese companies are larger, more firmly establishhave significant marketing and
development budgets and have greater capital resstinan us or our distributors. Therefore, tharelie no assurance that we will be able to
achieve and maintain a competitive position indtagnostic test industry.




Many major medical device manufacturers, includiiidpott Diagnostics, Baxter Healthcare Corp., BeckrbBéagnostics, Boehringer
Mannheim, Centocor, Diagnostic Products Corporatgio-Rad Laboratories, Roche Diagnostic Systerggng Diagnostics and others, are
manufacturers or marketers of other diagnostic ycted We are not aware of any efforts currentinelevoted to development of products
such as our Onko-Sure® test kit; however, therebeano assurance that such efforts are not beidgrtaken without our knowledge. We
believe that most of the diagnostic products culyenanufactured by other companies are complemgittaour Onko-Sure® test kit.
Moreover, such companies could develop productgasite our products and they may be more successfuarketing and manufacturing
their products. In addition, there are a numberenf technologies in various stages of developmtethteaNational Institute of Health,
university research centers and at other compémigke detection of various types of cancers, égntification of proteomic patterns in blc
serum that distinguishes benign from cancerousitiond, which may compete with our product.

U.S. based Onko-Sure® Test Kit Manufacturing
We manufacture our Onko-Sure® test kit at our Igshmanufacturing facility located at 2492 WalnweAue, Suite 100, in Tustin, California.

In December 2003, our product Onko-Sure® (also knestAMDL-ELISA DR-70(FDP)) obtained the CE markiagproval (the “CE
Certificate”) allowing it to be marketed in the Bpean Economic Area (“EEA”). We were issued an 1510 13485:2003 + AC:2007”
certificate on September 12, 2008.

In November 2004, the USFDA inspected our fac#itidgth six observations listed on the issued FDA-¥8arning Letter. On July 2, 2008, we
were audited by TUV Rheinland for ISO 13485 commiaand one observation was reported on the apmtirt: On May 20, 2008, we were
audited by California Department of Public HealtB[DPH”) which is an independent entity from FDA. é/dre in compliance with both the
USFDA and CDPH as of the date of this Report.

Regulatory Approval and Clinical Trials of the Onl-Sure® Test Kit

The Onko-Sure® test kit is subject to specific USHDles applicable to IVD products. Prior to maikgtOnko-Sure® test kit in the U.S., we
were required to make a pre-market applicatiorrtog@the safety and efficacy of the products ancbtaply with specified labeling
requirements for IVD products for human use. Weneed a determination letter on July 3, 2008 frtwe W SFDA approving our application to
market Onko-Sure® test kit as an immunology andobiology device to monitor colorectal cancer unither category “Tumor Associated
Antigens Immunological Test System” as a Clas¥D device. USFDA clearance to market was based ajad& showing that the Onko-S@re
test kit has the ability to monitor the progressidrrolorectal cancer post-surgery in patients atebiopsy confirmed with this disease. This
announcement marks the first clearance to marketaectal monitoring product that the USFDA haarged since January 14, 1982 when
Carcinoembryonic Antigen (CEA) was approved. Untilv, the CEA test has been the only accepted metfleaded in the U.S. Thus, Onko-
Sure® test kit offers a new test that can monitdorectal tumors post-surgery.

We must abide by the listing rules of the USFDA. iiéee established our Quality System Regulaticactordance with applicable regulatic
and were most recently inspected in July 2008. Quality System Regulation program contains appleabmplaint provisions that we
believe meet the USFDA'’s requirements for Medicalide Reporting, and we have experienced no intsdencomplaints to date. We also
implemented procedures for preventive and correaition and changed our packing and shipping rdethoe in 2002 to improve the
protection of our product.

We have a limited supply of the horseradish perased(“HRP")-conjugated anti-fibrin and fibrinogeagiadation (“FDP"jantibody compone
currently used for the approved Onko-Sure® testHBétcause of the limited supply of the currentlzodiy, we have determined it is in our best
interest to change to a HRP-conjugated anti-FDBDady. We are currently screening six commercialhilable conjugated antibodies to
substitute into the current Onko-Sure® test kit and we produced and conjugated ourselves. Thd=BxRiantibody we produced ourselves
has performed well in pilot studies and will likdde used in our next generation Onko-Sure® testfkite antibody substitution significantly
improves Onko-Sure® test kit performance, we wallrbquired to change the reported sensitivity getificity of the Onko-Sure® test kit.
Because of these changes and modifications, weikélly have to submit a new 510(k) premarket nodifion application, but can continue to
sell the existing kit until our current antibodypgly is exhausted. If the new antibody does natificantly affect the clinical performance of
the test, we can likely substitute it into the eatty approved kit without filing a new 510k. Inawth 2011, the Company hired a post-Doctoral
Fellow and M.D. who formerly worked at the Cityldbpe Hospital to work on a project to purify thevrantibody serum the Company had
stored in order for it to be usable in its tess kiAs of the date of this report, the Companylieen able to optimize the antibody purification
technique to make an additional 1,600 test kitdiekthe raw antibody serum the Company has on-isgmatified it will make approximately
60,000 test kits. In addition, our test kits reguanti-fibrinogen HRP of which we have a limitadbgtity. We are investigating alternatives or
outsourcing of the anti-fibrinogen HRP to be ugedur test kits. Currently we have raw materialshand to manufacture approximately
21,000 kits. Based on our current and anticipateérs, this supply is adequate to fill all suctiess.




In addition to the USFDA regulation and approvalgass, each foreign jurisdiction may have sepanadedifferent approval requirements and
processes. Our distribution agreements requirelistributors to obtain the requisite approval atehrance in each jurisdiction in which they
sell products. In our experience, once a foreigir@yal is obtained, it is generally renewed on agokic basis, annually or otherwise. In certain
territories, distributors can sell under limitedccimstances prior to approval and in other teiiggno formal approval is required. On
December 20, 2000, the Medical Devices Agency dfddinKingdom Department of Health issued a letfermobjection to the exportation of
our Onko-Sure® test kit from the U.S. to the Unikidgdom, allowing our Onko-Sure@st kit to be sold in the United Kingdom. In 12@06,
Mercy Bio Technology Co., Ltd., our distributorTiwan, received Department of Health approval &vket the Onko-Sure® test kit in
Taiwan. We have also received regulatory appravatarket the Onko-Sure® test kit in South Korea iamgbrt and market the Onko-Sure®
test kit in Australia. In Canada, our Onko-Sure@t gt is approved as a screening device for luamgcer only. Our Onko-Suret@st kit also he
the CE mark from the European Union for sale indparas a general cancer screen.

Obtaining regulatory approval in the U.S. for ourkD-Sure® test kit was costly, and it remains gotstimaintain. The USFDA and foreign
regulatory agencies have substantial discretidartainate clinical trials, require additional testj delay or withhold registration and market
approval and mandate product withdrawals. In adldjtiater discovery of unknown problems with ousdghrcts or manufacturing processes
could result in restrictions on such products amehafacturing processes, including potential witkddeof the products from the market. If
regulatory authorities determine that we have W@mlaegulations or if they restrict, suspend ookevour prior approvals, they could prohibi
from manufacturing or selling our products until e@mply, or indefinitely.

Onko-Sure® Clinical Study with Mayo Validation Support Servisg“MVSS”)

In March 2011, we concluded a study, “EvaluatioM®MDL-ELISA DR-70 (“Onko-Sure®”) in colorectal caec’ to compare the effectiveness
of our Onko-Sure® IVD cancer test to the CarcinobEyonic Antigen (“CEA”) marker in a large populatiof patients (N=976) including non-
cancer patients (normal) and patients in stagesough 1V (Dukes A through D) with colorectal canck single study using this many serum
samples from colorectal patients has never beedumed, and it is anticipated that this study fither clarify the efficacy of Onko-Sure® as
compared to CEA and/or in comparison to potentiedlgnbining these two markers. The study is sigaift because of the large number of
early stage colorectal cancer patients that needffantive tumor marker for early detection of aueence of colorectal cancer.

MVSS provided 976 biospecimens and annotationM\&8S tested with the standard CEA cancer scredeisty We then took the
biospecimens and tested them using the Onko-Suse@ec screening test on March 4, 2011. We suhuirtitiie data from our Onko-Sure®
measurement tests, along with the CEA tests MV3fapeed on the same samples to a third party sitatisanalysis firm. The statistical
analysis of the study was completed on April 25,20Based on the final trial analysis, it was deteed Onko-Sure® is a useful tool in the
detection of colorectal cancer (“CRC”) in all stagand specifically, in early Stages | and Il wheffective diagnosis can lead to better patient

prognosis. Additionally, the study demonstrated @nBure® IVD cancer test can be up to 13-17% morectffe in detecting and/or

monitoring CRC in Stages | and Il over CEA. Furthere, the study showed that when Onl&ure® is combined with CEA, the sensitivity of
the combined tests delivers additional increasedigeity to physicians and their patients as ogub® using CEA alone.




The trial was performed using retrospective clihg@anples from a total of 926 serum samples with Hdalthy volunteers and 480 colorectal
cancer patients (approximately 50 of the origingligvided biospecimens did not provide any valweths final data set included 926

samples). We plan to disseminate these resuftpier reviewed journal, either independently or witheatthird party healthcare
organizations. Additionally, we plan to presentstheesults to physicians at international oncologyferences and scientific meetings.

The final study results will be part of our cliniealidation of the Onko-Sure® test and the fintaldy data and the corresponding results was
provided to MVSS. MVSS captured the RPC clinicably data and catalogs for future knowledge rel&tezblon cancer.

MVSS was compensated approximately $456,000 far thaterials and services under the Collaboratigne&ment entered into on December
12, 2008. Although there is a level of prestigeoatted with MVSS, which is a service line of Mayollaborative Services, Inc., alternative
material service providers exist with which we cdtain similar materials and services to accomplighsame product development. There
our business and operations are not dependentayagreement with MVSS.

Onko-Sure® Test Kit Research and Development

During the years ended December 31, 2010 and 209%curred expenses of $673,918 and $552,391ecésply, in research and
development costs related to the clinical testimgy study of our Onko-Sure® test kit.

Reimbursability of Our IVD Product:

We recognize health care cost reimbursement undextp and government medical insurance prograrostisal to gaining market share in
any of the markets where we intend to sell our [MDducts. We are currently formulating our reimleungent strategy in the U.S.

CANCER THERAPEUTICS
Combination Immunogene Therapy

In August 2001, we acquired a combination immunegéerapy technology (“CIT") that may be effectimebuilding a cancer patient’s
immune system and could eventually lead to a vacitirprotect patients known to be at risk becafisefamily history for certain types of
cancer. CIT is intended to build the body’s immuggstem and destroy cancer cells. This technologylves injecting the cancer patient’s
tumor with a vector carrying both a granulocyte-roabage colony stimulating factor and a t-cell timyalating factor, thereby activating an
immune response against the cancer cells.

On February 22, 2002, AcuVector Group, Inc. (“Acele”) filed a Statement of Claim in the Court ofi€en’s Bench of Alberta, Judicial
District of Edmonton, Canada relating to our Cl€heology acquired from Dr. Chang in August 2001uXector, a former licensee of

Dr. Chang, claims that the license agreement betwrezparties is still in effect. AcuVector is seeksubstantial damages and injunctive relief
against Dr. Chang for the effectiveness of the ement and CDN$20,000,000 in damages against wsléged interference with the
relationship between Dr. Chang and AcuVector. Wiopmed sufficient due diligence at the time wedoed the technology to permit us to
conclude that AcuVector had no interest in the neddgy when we acquired it. Although the caseilkistthe early stages of discovery, we
believe that the agreement between AcuVector an€bBang terminated, that AcuVector’s claims aréaitt merit and that we will receive a
favorable judgment.

We are also defending a companion case filed irséinee court by the Governors of the University tifelta against us and Dr. Chang. The
University of Alberta claims, among other thinggattDr. Chang failed to remit the payment of thévidrsity’s portion of the monies we paic
Dr. Chang for the CIT technology we purchased fldmChang in 2001. In addition to other claims agaDr. Chang relating to other
technologies developed by him while at the Uniwgrdhe University also claims that we conspirethvidr. Chang and interfered with the
University’s contractual relations under certaimesgnents with Dr. Chang, thereby damaging the Usityein an amount which is unknown to
the University at this time. The University has nlatimed that we are not the owner of the CIT tebtbgy, just that the University has an
equitable interest therein or the revenues thera fr




Accordingly, if either AcuVector or the University successful in their claims, we may be liabledabstantial damages, our rights to the
technology will be adversely affected and our fatprospects for developing or licensing the ClThietogy will be significantly impaired.

In February 2009, we submitted a Response to E)Mfade Action in support of USPTO Application numi/785,577 entitled “Combination
Immunogene Therapy” that was filed February 23 42200e have not received any further indicationg@mments, from the USPTO as to the
outcome of our application, but remain optimistioat the likelihood of patent approval.

On April 1, 2010 we entered into an exclusive 5py@adlaboration agreement with Jaiva Technolodies, (“JTI”). JTI's CEO is Dr. Umesh
Bhatia. Under the terms of the agreement, JTlsuwllaborate with clinical laboratories, hospitated physicians in India to conduct clinical
trials for our CIT technology. Additionally, Jaiweill support us in securing Indian government appidor the use of the CIT technology as a
cancer therapy and vaccine throughout the country.

In November 2010, we agreed to form NuVax Theradpsuinc. (“NuVax”) — as a wholly owned subsidiaryith Dr. Umesh Bhatia to
supersede the April 1, 2010 agreement discussegeatiaus creating a unique platform to enhancellwened collaboration by significantly
expanding clinical trials in multiple internationatations and in the U.S., and the in-licensingtbier novel cancer fighting technologies. In
connection with the formation of NuVax, all rightsour CIT technology will be transferred to NuVadl further development and
commercialization of CIT and other to-be in-licetis®vel cancer fighting technologies will be mageNuVax. NuVax is seeking funding for
the development of our CIT technology.

Due to the following conditions at December 31, 204e decided to impair the remaining balance of@IT asset:
o Lack of any potential future revenue;
o Lack of future cash flows
« High cost of future clinical studies; a
« Limited time remaining on the patent.
The amount of the impairment was $1,058,333 forydar ended December 31, 2010.
OUR ONKO-SURE® PATENTS

Success in development of our Onko-Sure® patemsraks, in part, on our ability to obtain U.S. aackefgn patent protection for our products,
preserve our trade secrets, and operate withaingifig upon the proprietary rights of third pastie

The U.S. Patent and Trademark Office (“USPTO") isased to us two patents which describe methodsi&arsuring ring-shaped particles in
extra-cellular fluid as a means for detecting can©eir patent for a method of detecting the tumumiag ring shaped particles as a tumor
marker was issued on October 17, 1995 and expiré&3ctober 17, 2012. Our patent for a method foectatg the presence of ring shaped
particles as tumor markers was issued on Junedd, 48d expires on June 3, 2014. We have threeiadalipatent applications pending in the
U.S. with respect to our methodology for the Onkoe® tumor-markers as reliable indicators of thespnce of cancer. In addition, we have
one patent based on our methodology for the Onke@tumor marker pending in Europe.

There can be no assurance however, that any agalifg@tents will be issued to us, or that, if iskube breadth or degree of protection of these
patents will be adequate to protect our interéstaddition, there can be no assurance that othiéirsot independently develop substantially
equivalent proprietary information or obtain acceseur know-how. Further, there can be no asser#mat others will not be issued patents
which may prevent the sale of our test kits or heglicensing and the payment of significant feesoyalties by us in order for us to be able to
carry on our business. Finally, there can be noaguae that any patents issued to or licensed lwillisot be infringed by the products of
others. Defense and prosecution of patent claimbeaexpensive and time consuming, even in thagarioes in which the outcome is
favorable to us. If the outcome is adverse, it daulbject us to significant liabilities to thirdrias, require us to obtain licenses from third
parties or require us to cease research and deweldmctivities or sales.




EMPLOYEES

As of December 31, 2010, we had 10 full-time empbgyin the U.S. We supplement our permanent sttfftemporary personnel. Our
employees are neither represented by a union tjecuto a collective bargaining agreement, ancteresider our relations with our employz
to be favorable. We have entered into certain agee¢s with our employees regarding their servidés.utilize the services of consultants for
safety testing, regulatory and legal compliance, @ther services.

EXECUTIVE OFFICES
Our executive offices are located at 2492 Walnutidue, Suite 100, Tustin, California 92780, teleghoamber (714) 505-4460.
Available Informatior

We are subject to the informational requirementhefSecurities Exchange Act of 1934 and, in aced therewith, file reports and other
information with the SEC. Our reports and otheoinfation filed pursuant to the Securities Exchafgeof 1934 may be inspected and copied
at the public reference facilities maintained by 8EC at 100 F Street, N.E., Washington, D.C. 206849ies of such material can also be
obtained from the Public Reference Room of the &ETDO F Street, N.E., Washington, D.C. 20549 resqribed rates. The public may obtain
information on the operation of the Public RefeeeRoom by calling the SEC at 1-800-SEC-0330. Irtamd the SEC maintains a website
that contains reports and other information regeydegistrants that file electronically with theGH he address of the SEC’s Web site is
http://www.sec.gov.

Although we maintain a website, www.radient-phacoe, we do not post our annual report on Form 1d-Kther periodic reports

there. However, we provide a link to our SEC jénon our website and you can request copies &f mports from our investor relations team
and they will submit them to you free of charg€ou can contact our investor relations team at a@ant-pharma.com or by telephone at 714-
505-4460.

Information located on, or accessible through,website is not incorporated into this filing unleélis filing specifically indicates otherwise.
Item 1A. Risk Factors
Our business involves significant risks which aeeatibed below.

Risks Related to our Financial Condition, Defaultsder Senior Securities and Pending Litigation

Our independent registered public accounting firmag included a going concern and “emphasis of a neatt paragraph in their report on
our financial statements.

Our independent registered public accounting fixpressed an opinion on our consolidated finan¢&ements which includes an explanatory
paragraph indicating that there is substantial dabbut our ability to continue as a going conadua to our significant operating loss in 2010,
our negative cash flows from operations throughebazer 31, 2010 and our accumulated deficit at Déeer®l, 2010. Our ability to continue
as an operating entity currently depends, in langasure, upon our ability to generate additionpitabresources. The opinion also includes an
“emphasis of a matter” paragraph which refers todmfault on debt described in Note 16 to the cbdated financial statements. In light of
this situation, it is not likely we will be able taise equity. While we seek ways to continue terafe by securing additional financing
resources or alliances or other partnership agretsnee do not at this time have any commitmentgoeements that provide for additional
capital resources. Our financial condition andghing concern emphasis paragraph may also makeré difficult for us to maintain existing
customer relationships and to initiate and secewe customer relationships.

We have incurred significant losses and may nevenegrate profits.

We incurred net losses of $85,711,853 and $16,681f@ the years ended December 31, 2010 and 288@e¢ctively, and had an accumulated
deficit of $138,150,406 at December 31, 2010. Nash losses from change in derivative liabilitiesjous penalties, impairment charge
related to the note receivable from JPI, impairneénitvestment in JP1 and CIT intangible asset, lasdes from the extinguishment of debt
contributed to the increase in our accumulatedelssid stockholders’ deficit. There can be norasse that we will ever be able to achieve
our sales goals or earn a profit.




We have a significant amount of indebtedness thatri default and we are currently unable to satisiyr obligations to pay interest and
principal thereon.

As of May 20, 2011, we had the following approximatmounts of outstanding short term indebtedness:
(i)  Accrued interest of approximately $498,0

(i) Approximately $46,000 in unsecured convadinotes bearing interest at 10% per annum ineces18% per annum due to failure to
pay the Notes by September 29, 2C

(iii) Approximately $880,900 in unsecured cortilde notes bearing interest at 12% per annumesmed to 18% per annum upon the
occurrence of trigger event, due one year fromaigsa. These convertible notes are related to fosimgs during March and April of
2010;

(iv) Approximately $56,000 in senior unsecured convirfdsomissory notes bearing interest at 18% intepes/able quarterly in cas
which are due between December 2010 and May 2

(v) Approximately $8.7 million in convertible promisganotes which represents approximately $8.4 miltiwatt was funded in Janue
2011, net of two principal installment paymentshia aggregate amount of approximately $1.7 milficade in March and April 2011,
plus an aggregate of approximately $1.9 milliorted to registration rights penalties and defédtof May 3, 2011, all of the note
holders have declared this debt in default dueotepayment of the May installment. In the defawgitices, the notes holders elected to
redeem the note in full. As a result of the defait notes accrue late charges at a rate of 24%npeim, commencing on May 3, 20:

As of May 20, 2011, all closings in the 2010 Notgth a balance of $880,926 in principal outstandengd the January 2011 Notes, with a
balance of $8,697,647 are in default.

As of May 20, 2011, approximately 95% of the nqiagable outstanding at December 31, 2010, repiiegesmpproximately $22,523,241 in
principal and $2,059,122 in accrued interest, veereverted into approximately 60,064,210 sharesuofcommon stock. We obtained
stockholder approval to restructure and conveitj@ificant portion of the debt referred to in (ijrough (iv) above; however, there can be no
assurance such indebtedness will be restructuredrverted into equity, which is at the debt hdkldiscretion. Absent full conversion of
these debts or the receipt of new financing oresesf financings, our current operations do noegate sufficient cash to pay interest and

principal on these obligations. Accordingly, thees be no assurance that we will be able to pagetior other obligations which we may incur
in the future.

In the event we are unable to restructure or cdnrngr equity the balance of the 2010 Notes and2hiEl Notes, the holders may obtain

judgments against us and seek to enforce such jeignagainst our assets, in which event we witelgiired to cease our business activi
and the equity of our stockholders will be effeetiwwiped out.
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If we cannot cure our noncompliance issues with thef SE Amex and successfully appeal their noticedtist our common stock from the
exchange, our common stock will be delisted frone tRY SE Amex.

On December 23, 2009, we received notice from tH&E Amex stating that we are not in compliance v@#ttion 1003(a)(iv) of the NYSE
Amex's Company Guide. Specifically, after reviewafgur Form 109 for the period ended September 30, 2009, the NX®BEXx staff opinet
that we have sustained losses which are so sulatantelation to our overall operation or our gtiig financial resources, or our financial
condition has become so impaired that it appeagstipnable, as to whether we will be able to caginperations and/or meet our obligations
as they mature. As a result, we became subjebetprocedures and requirements of Section 1088eo€ompany Guide. To maintain our
NYSE Amex listing, we submitted a plan to the NYA&Eex on January 22, 2010, advising the NYSE Amex te intend to regai
compliance with Section 1003(a)(iv) of the Comp&uide by June 23, 2010. After reviewing the pléwe, NYSE Amex determined that we
made a reasonable demonstration of an abilitygainecompliance with the continued listing standaadd they therefore granted us an
extension to regain compliance with Section 10q&(gby June 23, 2010. Notwithstanding the updateehpliance information we submitted
on January 14, 2011, pursuant to an additionaheide, on January 25, 2011, the NYSE Amex semt dslisting notice stating their
determination and belief that we did not make pesgrconsistent with the plan and remain non-comipligth Sections 1003(a)(i), 1003(a)(ii),
1003(a)(iii), 1003(a)(iv) and 704 of the Companyid&y and therefore, our securities are subjethtoediate delisting proceedings. Pursuant
to our rights under the Company Guide, we requesteelaring before a Listing Qualifications Panedxplain our position that we should not
be delisted and should remain a listed companyemity SE Amex.

We received another notice from the NYSE Amex ond1d 6, 2011, stating the NYSE Amex’s Staff betredt we failed to comply with
additional disclosure requirements, specificalypse contained in Sections 401(e) and 402(e) oEtrapany Guide and that we failed to
comply with Section 132(e) of the Company Guidedibegedly omitting material information in the wein submission to the NYSE Amex
regarding our request for an appeal. These clagnter around the recent press releases regandirgptiaboration agreement with Mayo
Validation Support Services (“MVSS”) and whethes thformation contained in our press releases ahthission to the NYSE Amex was
materially misleading to investors and the NYSE Ame

On April 14, 2011, the hearing with NYSE Amex’sfétaas held. We were found to be in non-complianith various sections of the
Company Guide, stemming from continuing lossesaitheof our five most recent fiscal years, inadegsin our cash position, stockholders’
equity below the required minimums, and going conggialifications by our auditors. Pursuant to Btamel's decision, on or before June 23,
2011, we are required to demonstrate compliande alitapplicable requirements for continued listamyl, in particular, must complete the
following actions:

« File this Annual Report on Form -K with the Securities and Exchange Commiss
« Hold the planned stockholders' meeting at whickalors will be elected; and,

« Complete our plans for raising additional equitpita, thereby demonstrating our compliance with Y SE Ame!’s stockholders
equity requirement of $6 million and the lack of/dimancial impairment

Although not contained in the Panel’s decisionsa®e was not due at the time the decision was retdee believe that our Quarterly Report

on Form 10-Q for the quarter ended March 31, 20illlaigo have to be filed by June 23, 2011 to destiate our compliance with all NYSE
Amex listing standards.
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If we are deemed not to have regained compliantetwé continued listing standards by June 23, 2BIYISE Amex will continue with
delisting proceedings.

Although we believe we have made significant sgittevards achieving compliance with the standarigrally questioned and that we will
able to meet the stated requirements by June 23, 20ere can be no assurance that such will beabe.

If we are unsuccessful in curing our non-compliawié the various NYSE Amex Company Guide sectians,shares of common stock will
be delisted from the NYSE Amex. If we are delisted will attempt to list our shares of common &too the Over-th&ounter Bulletin Boar
exchanges (“OTCBB”) or “pink sheets”, and listing such lower exchanges may negatively impact aokst

There are two pending lawsuits against us, whicldécided in plaintiffs’ favor may result in the payent of cash damages, additional
warrants, and liability for certain of our executw officers.

On December 10, 2010, Alpha Capital Anstalt and Mireven Capital Fund Ltd. (the “Plaintiffs”) filedcomplaint against us regarding the
warrants they received in the Registered Direce@ffy (‘RDO”) that we completed in November 2009 and the shadehebte obtained at o
December 3, 2010 annual shareholder meeting. Hietiffs believe that the effective price of thetds we issued pursuant to the 2010 Note
Financing is lower than what we claim it to be éimat such alleged effective price requires a greatet to the exercise price of the warrants
they received in the RDO. The Plaintiffs amentteddr complaint to allege that the issuance ofeh#o two of our other note holders in
settlement of a lawsuit with such note holders #iggered their anti-dilution rights. AdditiongJlthey allege that we solicited votes against
one of the proposals related to the RDO that wapgsed at the December 3, 2010 annual sharehokkting. We do not agree with any of
the Plaintiffs claims and intend to defend the cagerously. If the Plaintiffs prevail, they mag lentitled to exercise their warrants for up to
21,800,000 shares of our common stock and the coaytaward them cash damages, which at this tiene hot yet been established or
calculated.

To date, we have expended a large amount of castiraa on this lawsuit and numerous depositioneHaeen scheduled. Considering the
potential outcome of this lawsuit and attorney fagsociated with litigating same, management betiéwto be in the Company and our
shareholders’ best interest to settle this lawsuit.

Accordingly, on May 10, 2011, we entered into &l8etent Agreement with the Plaintiffs, which wasearded on May 23, 2011. Pursuant to
the Settlement Agreement we agreed to issue tllmbeanof shares of our common stock equal in valuklD,912,055 at the time of issuance
(the “Settlement Amount”); however, we are not gated to issue the shares until we receive coproapl to issue such shares pursuant to the
provisions of Section 3(a)(10) of the Securities 8ic1933(“Court Approval”), pursuant to which tekeares will be free trading, and NYSE
Amex or shareholder approval, if required. Undherterms of the Settlement Agreement, upon Coupréyal, we shall issue Plaintiffs as

many shares of our common stock as possible td ridsgcSettlement Amount that the NYSE Amex haveiptesly approved for issuance to

the Plaintiffs.

To account for the time it may take to receive €édyproval, as well as NYSE Amex or shareholderrapal of the ultimate number of shares
issuable to obtain the Settlement Amount, and fbezdheir shares, the Plaintiffs agreed to acegmtomissory note for the monetary value of
that number of additional shares that would beireduo be issued to achieve the Settlement Amopah Court Approval based on a pre-
determined formula set forth in the Notes. Theeaahall be delivered upon Court Approval; they I88a interest and mature 4 months after
issuance. We maintain the right to pay the not lracash or shares of common stock based upoe-dgiermined formula set forth in the
notes. As amended, Plaintiffs maintain the rightanvert the note into shares of our common stbekpre-determined formula as set forth in
the notes, which is subject to adjustment althaugkhares shall be issued until we have NYSE Ameshareholder approval of same, if
required. Throughout the term of the note, if vedanger need NYSE Amex or shareholder approvegheres issuable pursuant to the
Settlement Agreement shall be issued. Upon theroeee of an event of default, the note will becommediately due and payable. Under
the Settlement Agreement, Plaintiffs are entiteentry of judgment in the amount of principal ¢atgling, if any, on the maturity date. The
Settlement Agreement also contemplates the issuaframditional shares to Plaintiffs or the retufrsbares to us based upon variances in the
market price of our common stock between the dateeseive Court Approval and sixty days followihg maturity date of the notes.

Pursuant to the Settlement Agreement, we agrepdytdlaintiffs’ attorney fees of $75,000. Onceitiigal shares and promissory note are

issued, the parties shall file a Stipulation ofdaistinuance of the lawsuit with the relevant colihte Plaintiffs shall return all outstanding
warrants to us if the note is paid in full on thatarity date.
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We received Court Approval on May 24, 2011 andlshsilie the required securities; however, the naist be paid on or before Septembet
2011 to avoid a judgment for the remaining printigany, at such time. As the outcome of litigatican never be determined, it is possible
that the plaintiffs of the case discussed abovepsévail no matter how vigorously we defend ourss| which could result in enormous
compensatory damages and actions against certaiur @xecutive officers. While we believe the ssiitvithout merit and intend to vigorously
defend against such claim, the outcome of any btigation is inherently uncertain. All applicabilesurance policies may not provide suffici
coverage for the cost of defense and claims urniefawsuit.

On March 11, 2011, The Rosen Law Firm, P.A. filetleess action suit, alleging we violated federalusities laws by misrepresenting the
relationship between us and third parties involwedur clinical studies of Onko-Sure® test. Astoé date of this filing, we hired outside
defense counsel, but have not submitted our regponthe complaint. We vehemently deny the aliegatin the complaint and are proceec
to vigorously defend the suit. Due to the uncerteiture of litigation and the early stage of thigsuit, we cannot calculate the potential
damages — nor does the complaint seek any spetifietary amount of damages.

Please see Item 3. Legal Proceedings, below fiitiandal information regarding these two lawsuits.

Our publicly filed reports are subject to review bye SEC, and any significant changes or amendmergguired as a result of any such
review may result in material liability to us andagy have a material adverse impact on the tradingcprof the Company’s common stock.

The reports of publicly traded companies are sultijeceview by the SEC from time to time for therpase of assisting companies in
complying with applicable disclosure requirements] the SEC is required to undertake a comprehensiiew of a compang’reports at lea
once every three years under the Sarb@ndsy Act of 2002. SEC reviews may be initiateduay time. We could be required to modify, arr
or reformulate information contained in prior fifig as a result of an SEC review. Any modificatemendment or reformulation of informati
contained in such reports could be significant asdilt in material liability to us and have a mileadverse impact on the trading price of the
Company’s common stock.

We do not intend to pay dividends on our commonc&t the foreseeable future.

We currently intend to retain any earnings to suppor growth strategy and do not anticipate paylividends in the foreseeable future.
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If we fail to comply with the rules under the Sarhas-Oxley Act related t@ccounting controls and procedures or if the matariveaknesse
or other deficiencies in our internal accounting pcedures are not remediated, our stock price codéttline significantly.

Section 404 of the Sarbanes-Oxley Act required ahmanagement assessments of the effectiveness ofternal controls over financial
reporting commencing December 31, 2007.

Our management concluded the consolidated finastaééments included in our Annual Report on FoBaKlas of December 31, 2010 and
2009 and for the two-years ended December 31, 28, present in all material respects our coitsdkd financial condition, results of
operations and cash flows in conformity with acamgprinciples generally accepted in the U.S.

Our management evaluated the effectiveness ofnbermial control over financial reporting as of Dextxer 31, 2010 and 2009 based on the
control criteria established in a report entitlatetnal Control — Integrated Framework, issuedigy@ommittee of Sponsoring Organizations
of the Treadway Commission. Based on this evaloatar management concluded our internal contret éimancial reporting was not
effective as of December 31, 2010 and 2009. Dutmgvaluation, as of December 31, 2010 our manageidentified material weaknesses in
our internal control over financial reporting arttier deficiencies as described in Iltem 9A. As alltgsur investors could lose confidence in
which could result in a decline in our stock price.

We are taking steps to remediate our material wesdes, as described in Item 9A. If we fail to aohi@nd maintain the adequacy of our
internal controls, we may not be able to ensurewlgacan conclude in the future that we have dffedhternal controls over financial reporti
in accordance with Section 404 of the SarbanesyO&&. Moreover, effective internal controls, pattiarly those related to revenue
recognition, are necessary for us to produce felifsbancial reports and are important to helpingvent financial fraud. If we cannot provide
reliable financial reports or prevent fraud, ousibess and operating results could be harmed, tongesould lose confidence in our reported
financial information, and the trading price of @tiock could decline significantly. In addition, wannot be certain that additional material
weaknesses or other significant deficiencies inim@rnal controls will not be discovered in theufie.

We did not hold a special shareholder meeting byiAB0, 2011, and we did not make the May2011 inlsteent payment; therefore, the not
we issued in January 2011 are in default.

Pursuant to the terms of the securities purchasseawent we entered into on January 30, 2011, weeqrered to pay a monthly installment on
the notes issued pursuant thereto, starting in Maéd1. We did not pay the May 2011 required paymehich is a default under the

notes. Additionally, we were required to hold adpl shareholder meeting no later than April 30,2 (“Stockholder Approval”) seeking
stockholder approval for (i) the issuance of alirels of common stock underlying the notes and wegnae issued pursuant to the securities
purchase agreement without any restrictions oitéitioins pursuant to the NYSE Amex and (ii) an iaseein our authorized shares of common
stock to 400,000,000. We timely filed the prelianip proxy statement on February 22, 2011 and redetomments from the SEC that the
proxy statement must incorporate our 2010 yearfimaghcial statements by reference. We were nat tibfile our 10-K for the year ended
December 31, 2010 by the March 31, 2011 deadlirteeoApril 15, 2011 permissible extension deadéind therefore were not able to hold the
required meeting by April 30, 2011. Failure toabtStockholder Approval by the required dates atswstitutes an event of default under the
notes.

Various other events, including but not limited ttee failure to have a registration statement dedl&ffective by a certain date, certain
additional indebtedness, and the issuance of semutihat would cause a reduction in the converpiare or exercise price of the notes or
warrants, respectively issued pursuant to the Jgr@d 1 financing constitute an event of defauliemthe notes.

Pursuant to an event of default, the note holdansrequire us to redeem all or any portion of theen We must redeem each portion of the
subject to redemption in cash at a price equaR&?d of the greater of (x) the amount of the notegb to be redeemed and (y) the product of
(A) the quotient of the amount sought to be redekdieided by the then current conversion pricehef hote and (B) the greatest closing sale
price of our common stock on any trading day duthegperiod beginning on the date immediately pigmethe default and ending on the date
the note holder delivered notice to us that hevehets to redeem the note. Additionally, for altimely payments, we shall owe a late charge
in an amount equal to interest on the notes atateeof twenty four percent (24%) per annum froedhate of the late payment until the
payment is made.
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After our failure to pay the May 2011 installmemtyment, all of the note holders submitted defaadigmption notices to us. Through the
notice, each of the note holders exercised thdemgtion right requiring us to redeem the entirestanding amount of the note and to pay late
charges of 24% until such payment is made. Weamently trying to negotiate a settlement with tiote holders regarding this payment, but
as of the date of this filing, we have not yet ezdieinto any formal settlements and there is naantae that we will be able to enter into any
such settlement.

Additional events that constitute an event of diéfander the notes may have occurred, for instatieeissuance of notes to the investors of the
Registered Direct Offering we closed in Novembdd@pursuant to a settlement of litigation with simbestors, but no additional penalties are
available.

If we are unable to settle the default and reladeimption notices, we will have to redeem the s\otex large amount of cash, which will
adversely affect our cash flow and in turn, outigbto carry out our operations.

Until the registration statement we filed for théaares issued pursuant to the private financing wiesed in January 2011 is declared
effective we will be subject to liquidated damages.

Pursuant to the private financing we closed in 4an@011, we entered into a registration righteagrent to register 130% of the shares issuec
pursuant to such financing. Pursuant to our obbga, we timely filed the initial registration s¢éanent on February 9, 2011. However, we
were required to have the registration statemetiaded effective by the SEC no later than Apri@11 if the SEC does not conduct a full
review on the registration statement and no l&tan tMay 2, 2011 if the SEC conducts a full reviewtloe registration statement. We must also
keep the registration statement continuously dffeaintil all of the securities covered by it hdbeen sold pursuant to it or until all of the
securities registered therein may be sold withegtistration under Rule 144 of the Securities Atlie-effectiveness period. Although we

timely filed the registration statement we receieethments from the SEC that the registration statenwhich we originally filed as a Form S-
3, must be converted into a Form S-1. Due toithing, the registration statement must now inclade2010 year-end consolidated financial
statements, which will have to be cleared by th€ 8Efore the registration statement is declaregtéffe. Due to the above, the registration
statement has not been declared effective. Althabgre is a sixty (60) day cure period, failurerteet these timelines by such cure date,
constitutes an event of default under the notegsteed in the January 2011 financing pursuant tctwtine note holder can require us to
redeem the note. Additionally, failure to meetsitaéimelines requires us to pay to each note haldermount in cash equal to one and one-half
percent (1.5%) of the aggregate purchase price soighholder paid in the financing; there is ncecperiod for these fees. Such payment is
required on the initial date of the failure anduirtieth day thereafter (pro-rated for periddtaling less than thirty days) until the failuse i
cured. If we fail to make such payments, theyldiedr interest at the rate of one and one-hatfgrer(1.5%) per month (prorated for partial
months) until paid in full. These same paymergs alpply if, after the registration statement islaleed effective, we fail to keep the

registration statement effective during the effesiiess period. As of the date of this filing, weédancurred approximately $126,500 in such
penalties, which shall continue to increase uhélitegistration statement is declared effective.

Risks Related to our Products and Development of Business

Limited product development activities; our produtvelopment efforts may nresult in commercial products.
We are limited in the number of additional produetscan develop at this time. Successful cancexcten and treatment product development
is highly uncertain, and very few research and kbgreent projects produce a commercial product. Betsdlike Onko-Sure@ppear promisin
in the early phases of development may fail tomehe market for a number of reasons, such as:

« the product candidate did not demonstrate acceptdibiical trial results even though it demonstigbesitive preclinical trial result:

« the product candidate was not effective in treasirgpecified condition or illnes

« the product candidate had harmful side effectswondns;

« the necessary regulatory bodies did not approvemgduct candidate for an intended

« the product candidate was not economical for usdaufacture and commercialize; e

« the product candidate is not cost effective intlighexisting therapeutic:
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Of course, there may be other factors that preueritom marketing a product including, but not tigdi to, our limited cash resources. We
cannot guarantee we will be able to produce comiagreuccessful products. Further, clinical triasults are frequently susceptible to varying
interpretations by scientists, medical personmgutatory personnel, statisticians and others, lwhiay delay, limit or prevent further clinical
development or regulatory approvals of a produnti@ate. Also, the length of time that it takesdsrto complete clinical trials and obtain
regulatory approval in multiple jurisdictions fopaoduct varies by jurisdiction and by product. @&mnot predict the length of time to comp
necessary clinical trials and obtain regulatoryrapal.

Our business is capital intensive and we may nedditional operating capital.

The current level of our revenues is not sufficientinance our operations on a long-term basisotdingly, our ability to continue to conduct
business and operations is substantially depermteaur ability to rapidly raise additional capital (i) finance the costs of additional research
and development of our Onko-Sure® test kit (ii) &xg sales and the marketing of new and existindumts; (iii) fund ongoing selling, general
and administrative expenses of our business; afa@fford the costs of being a public company. & @o not receive additional financing, we
will likely be unable to increase sales of our Oifre® IVD test kits or otherwise support our opiagacash needs. In such event we may no
longer be able to meet our cash needs in the bl&hdble us to pay our continuing obligations wtiea or to continue to operate our

business. In such event, we may be required tom®tection under the U.S. bankruptcy laws.

At May 20, 2011, we had cash on hand in the U.&ppfroximately $2.3 million. We require approxintgt8550,000 per month for operating
expenses to fund the costs associated with ounding activities; SEC and NYSE reporting; legal aedounting expenses of being a public
company; other general administrative expensesarel and development, regulatory compliance, &tdllition activities related to Onko-
Sure® test kit; the operation of a USFDA appropidrmaceutical manufacturing facility; and compdénseof executive management and our
employees. The 2011 Notes contain certain covenalhich include a cash reserve covenant wherebgdmepany shall maintain in its bank
accounts no less than $2,250,000 in unrestrictsld aball times. In addition, the 2011 financimggesement restricts the use of proceeds to pay
any other debt obligation.

Our monthly cash requirement of $550,000 for opegatxpenses does not include any extraordinanysiter expenditures, including payme
for research on clinical trials for our Onko-Sur®t kit and research conducted through CLIA Latooi@s. Accordingly, in the future we may
require additional operating capital to meet theseds. No assurances can be given we will be aladbtain additional financing in the future,
if needed for our operations.

Our current products cannot be sold in certain couies if we do not obtain and maintain regulatorypproval.

We manufacture, distribute and market our prodimttheir approved indications. These activities smbject to extensive regulation by
numerous state and federal governmental authonititee U.S., such as the USFDA and the CenterMéaticare and Medicaid Services
(formerly Health Care Financing Administration) agettain foreign countries, including some in thedpean Union;. Currently, we (or our
distributors) are required in the U.S. and in fgretountries to obtain approval from those coustriegulatory authorities before we can
market and sell our products in those countriegai@img regulatory approval is costly and may talany years, and after it is obtained, it
remains costly to maintain. The USFDA and foreiggulatory agencies have substantial discretioartaihate any clinical trials, require
additional testing, delay or withhold registrati@md marketing approval and mandate product withdiswn addition, later discovery of
unknown problems with our products or manufactupngcesses could result in restrictions on suckdyxts and manufacturing processes,
including potential withdrawal of the products frahe market. If regulatory authorities determinattive have violated regulations or if they
restrict, suspend or revoke our prior approvalsy ttould prohibit us from manufacturing or sellimgr products until we comply, or
indefinitely.
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Our future prospects will be negatively impactediié are unsuccessful in pending litigation over tR3T technology.

As noted above, we are engaged in litigation witu¥ector and with the Governors of the UniversityAtberta over our CIT technology. We
believe both actions are without merit. Yet, ther AcuVector or the University is successfullirit claims, we may be liable for substantial
damages, our rights to the technology will be aseigraffected and our future prospects for expigitor licensing the CIT technology will be
significantly impaired.

We have limited product liability insurance.

We currently produce products for clinical studiesl for investigational purposes. We are produoimgproducts in commercial sale
guantities, which will increase as we receive vagioegulatory approvals in the future. There candassurance, however, that users will not
claim that effects other than those intended mayltérom our products, including, but not limitedclaims alleged to be related to incorrect
diagnoses leading to improper or lack of treatnienéliance on test results. In the event thatlittclaims arise out of allegations of defect:
the design or manufacture of our products, onearemlaims for damages may require the expenddfifiends in defense of such claims or
one or more substantial awards of damages aganand may have a material adverse effect on usdson of our inability to defend against
or pay such claims. We carry product liability irsoce for any such claims, but only in an amoungétp $2,000,000 per occurrence, and
$2,000,000 aggregate liability, which may be ingight to cover all claims that may be made agaisst

If our intellectual property positions are challerggl, invalidated or circumventeor if we fail to prevail in future intellectual prperty
litigation, our business could be adversely affette

The patent positions of pharmaceutical and bioteldyy companies can be highly uncertain and oftenlive complex legal, scientific and
factual questions. To date, there has emerged meistent policy regarding breadth of claims alloweduch companies’ patents. Third parties
may challenge, invalidate or circumvent our patamid patent applications relating to our prodymtsduct candidates and technologies. In
addition, our patent positions might not protecaigainst competitors with similar products or tembgies because competing products or
technologies may not infringe on our patents.

We face substantial competition, and others maycadiger, develop, acquire or commercialize produatédoe or more successfully than we
do.

We operate in a highly competitive environment. Praducts compete with other products or treatmfamtdiseases for which our products
may be indicated. Additionally, some of our comfmeti market products or are actively engaged ieaeh and development in areas wher:
are developing product candidates. Large pharm@e¢gbrporations have greater clinical, researegulatory and marketing resources than
we do. In addition, some of our competitors mayeh@chnical or competitive advantages over ushferdievelopment of technologies and
processes. These resources may make it difficuli$go compete with them to successfully discogtevelop and market new products.

We have limited sales of the Onko-Sure® test kitlaare reliant on our distributors for sales of oyaroducts.

Virtually all of our operating revenues came frdm sale of Onko-Sure® to distributors and reseaseins. Historically, we have not received
any substantial orders from any of our customewdisiributors of Onko-Sure® test kits. However2®il0 our U.S. sales increased in
comparison to prior years. Although our distributetwork is increasing, any projection of futureens or sales of Onko-Sure® test kits is
unreliable. In addition, the amount of Onko-Sure®t kits purchased by our distributors can be adeaffected by a number of factors,
including market challenges of commercializing eergly approved biotech product, budget cyclestaacamount of resources available for
marketing programs, demand creation activities,@rtceach to appropriate healthcare professiomalgargeted markets.
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We have a limited supply of one of the key compasesf the Onko-Sure®

Although the Company has obtained approval fromiB&DA to market the then current formulation of thnko-Sure® test kit, it has been
determined that one of the key components of theo€Bure® test kit, the anti-fibrinogen-HRP is liedtin supply and additional quantities
cannot be purchased. Currently, we have two |loteineing which are estimated to produce approxinga&&|000 kits; this is sufficient to fill ¢
current orders. Although we are investigatingraki¢ives or outsourcing of this component so werageposition to have an unlimited supply
of Onko-Sure® in the future, we cannot assureulilishe completed. Without such replacement, wk mét be able to produce any additional
kits once our current supply is used.

We are subject to risks associated with our foreijstributors.

Our business strategy includes the continued degreredon foreign distributors for our Onko-Sure® feéfs. To date, we have not been
successful in generating a significant increasgalas for Onko-Sure® test kits through foreignriistion channels in existing markets or in
developing foreign distribution channels in new keds. We are also subject to the risks associatidonr foreign distributor’s operations,
including: (i) fluctuations in currency exchangées (i) compliance with local laws and other riegory requirements; (iii) restrictions on the
repatriation of funds; (iv) inflationary condition&) political and economic instability; (vi) war other hostilities; (vii) overlap of tax
structures; and (viii) expropriation or nationatina of assets. The inability to manage these dhdraisks effectively could adversely affect
our business.
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Risks Relating to Our Securitie
There may not be sufficient liquidity in the marké&br our securities in order for investors to séhleir securities.

There is currently only a limited public market faur common stock, which is listed on the NYSE Anaexl there can be no assurance that a
trading market will develop further or be maintaine the future. During the month of April 20Xdyr common stock traded an average of
approximately 3.2 million shares per day. As ofy\28, 2011 the closing bid price of our common kteas $0.28 per share. As of May 20,
2011, we had approximately 801 stockholders ofneeod our common stock, not including shares heldtieet name. In addition, during the
past two years our common stock has had a tradimgerwith a low price of $0.22 per share and a higde of $2.19 per share.

Our common stock may be considered a “penny stoakll may be difficult to sell.

The SEC has adopted regulations which generalipeef “penny stock” to be an equity security thes b market price of less than $5.00 per
share or an exercise price of less than $5.00h#essubject to specific exemptions. The markieepf our common stock is less than $5.00
per share and, therefore, it may be designated'@snay stock” according to SEC rules. This deatgm requires any broker or dealer selling
these securities to disclose certain informatiomceoning the transaction, obtain a written agreerfrem the purchaser and determine that the
purchaser is reasonably suitable to purchase theites. These rules may restrict the abilitypofkers or dealers to sell our common stock
and may affect the ability of investors to sellitrshares.
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The market for penny stocks has experienced numerfnauds and abuses which could adversely impaefistors in our stock.
Penny stocks are frequent targets of fraud or nhamlemipulation. Patterns of fraud and abuse ireslud
« Control of the market for the security by one dew broke-dealers that are often related to the promotessarar;
« Manipulation of prices through prearranged matclihgurchases and sales and false and misleadésg peleases;
- “Boiler roon” practices involving high pressure sales tacticswardalistic price projections by inexperienceesalersons
« Excessive and undisclosed bid-ask differentialsraatkups by selling broker-dealers; and

« Wholesale dumping of the same securities by proraaad broke-dealers after prices have been manipulated to iseddgvel, alon
with the inevitable collapse of those prices witimgequent investor losst

Our management is aware of the abuses that hawereddistorically in the penny stock market.
Our stock price is volatile, which could adversealffect your investment.

Our stock price, like that of other internationaldpharma and/or cancer diagnostic companiesgisiyivolatile. Our stock price may be
affected by such factors as:

« clinical trial results;

« product development announcements by us or our etitors;

« regulatory matters;

« announcements in the scientific and research coritynt

« intellectual property and legal matters;

« broader industry and market trends unrelated tgetfiormance; and
« economic markets in Asi

In addition, if our revenues or operating resuitamy period fail to meet the investment commusigxpectations, there could be an immediate
adverse impact on our stock price.

Our stock price and financing may be adversely afied by outstanding warrants, options, and convielei securities.

We have a significant number of warrants and ogtimmstanding and a large amount of convertibleswathich “over hang” the market for the
Company’s common stock. As of December 31, 2010hackewarrants outstanding that are currently ezabte for up to an aggregate of
approximately 27,139,000 shares of common stoekvegighted average exercise price of $0.74 peesbations outstanding for
approximately 7,368,001 shares of common stockwaighted average exercise price of $0.75 per shacdkapproximately 27,881,381 shares
of common stock potentially issuable on conversibaur 2008 Convertible Notes at $0.72 per shateaam various issues of 2010 Convert
Notes at $0.72 per share based on 80%-day VWAP for the period ended December 31, 202@ (Sote 8). Exercise of the warrants and
options may cause dilution in the interests of poteckholders as a result of the additional comstock that would be issued upon

exercise. In addition, sales of the shares otourmon stock issuable upon exercise of the waranikl have a depressive effect on the price
of our stock, particularly if there is not a coidicig increase in demand by purchasers of our constauk. Further, the terms on which we
may obtain additional financing during the perioy af the warrants remain outstanding may be aéleeffected by the existence of these
warrants as well. Additionally, the existenceafd/or exercise of all or a portion of these séigg;i create a negative and potentially
depressive effect on our stock price because inkestcognize that they “over hang” the markehit time.
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Iltem 1B. Unresolved Staff Comments

Although we are a smaller reporting company, wevatantarily disclosing that we received SEC comtaeagarding the S-3/A registration
statement we filed on March 4, 2011 and the prelamni proxy statement we filed on February 22, 20The comment for the registration
statement requires that we file a pre-effective raaingent on Form S-1 and the comments for the prtatgment requests that we include our
2010 financial statements. Accordingly, once vethis Form 10-K, we shall file the pedfective amendment and the amendment to our |
statement, unless we decide it is more appropmateit until after the SEC clears this Form 10eifite such amendments.

ltem 2. Properties

Our office in the U.S. consists of a research latwyy and manufacturing facility which occupies3g3quare feet and is located at 2492
Walnut Avenue, Suite 100, Tustin, California. Waded this facility at a monthly rate of $6,900 pemth, including property taxes, insurance
and maintenance through December 1, 2010. The leasextended through August 31, 2011. Relatidtistive landlord are good and we do
not expect to have to relocate our executive ddfice

Item 3. Legal Proceedings

On February 22, 2002, AcuVector Group, Inc. (“Acate”) filed a Statement of Claim in the Court ofi€en’s Bench of Alberta, Judicial
District of Edmonton relating to our CIT technologgquired from Dr. Chang in August 2001. The clallages damages of $CDN 20 million
and seeks injunctive relief against Dr. Changd&onpng other things, breach of contract and bre&éiduxiary duty, and against us for
interference with the alleged relationship betwBenChang and AcuVector. The claim for injunctiedief seeks to establish that the
AcuVector license agreement with Dr. Chang is stikffect. We have performed extensive due dilggeto determine that AcuVector had no
interest in the technology when we acquired it. Weee recently initiated action to commence discpuethis case, and AcuVector has taken
no action to advance the proceedings since filiegcomplaint in 2002. We are confident that Acu@estclaims are without merit and that we
will receive a favorable judgment. As the final carne is not determinable, no accrual or loss redetd this action is reflected in the
accompanying consolidated financial statements.

We are also defending a companion case filed irséinee court by the Governors of the University tifelta against us and Dr. Chang. The
University of Alberta claims, among other thinggattDr. Chang failed to remit the payment of thévidrsity’s portion of the monies paid by
to Dr. Chang for the CIT technology purchased bjros Dr. Chang in 2001. In addition to other claiagainst Dr. Chang relating to other
technologies developed by him while at the Uniwgrdhe University also claims that we conspirethvidr. Chang and interfered with the
University’s contractual relations under certaimesgnents with Dr. Chang, thereby damaging the Usityein an amount which is unknown to
the University at this time. The University has olatimed that we are not the owner of the CIT tebbgy, just that the University has an
equitable interest therein for the revenues then@ f As the final outcome is not determinable, ooraal or loss relating to this action is
reflected in the accompanying consolidated findretEtements. No significant discovery has as gentconducted in the case.

Accordingly, if either AcuVector and/or the Univiysis successful in their claims, we may be liatldesubstantial damages, our rights to the
technology will be adversely affected, and our fatprospects for exploiting or licensing the Cl€herology will be significantly impaired.

On June 11, 2010, Hudson Bay Fund, L.P. (“Hudsoyi)Bfded a statement of claim in the Court of CoGkunty, County Department, Law
Division, State of lllinois relating to our April, 2010 Convertible Promissory Notes. The claimgakethat a Trigger Event occurred, because
the registration statement contemplated by the fegion Rights Agreement was not declared effeabiv or before June 1, 2010. As a result
of the Trigger Event, the balance was immediatetygased to 125% of the outstanding balance. Wadrtbts Trigger Event and recorded it in
our accompanying financial statements the increégeincipal. Moreover, the claim alleged that aldiéional Trigger Event occurred because
we did not cure the first Trigger Event within fitrading days. As a result to the second allegégg@r Event, Hudson Bay alleges that the
outstanding balance of the Note should be immelgiatereased by an additional 125%. We do not agngle Hudson Bay’s second allegation.
On January 21, 2011, Hudson agreed to exchangdutison Notes for an aggregate of 1,140,357 shdthe €ompany’s common stock
pursuant to Section 3(a)(9) of the Securities A&983, as amended. As a result of the exchangé, rsotes are no longer outstanding, and we
and Hudson accordingly agreed to execute andrilerder dismissing the June 11, 2010 complaint) witjudice. The dismissal order was
filed on January 21, 2011.
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On December 10, 2010, Alpha Capital Anstalt and Mfeven Capital Fund Ltd. (the “Plaintiffs”) filedcomplaint against us regarding the
warrants they received in the Registered Direce@ffy (‘RDO”) that we completed in November 2009 and the shadehebte obtained at o
December 3, 2010 annual shareholder meeting. THietiffs believe that the effective price of th@fds we issued pursuant to the 2010 Note
Financing is lower than what we claim it to be éimat such alleged effective price requires a greatet to the exercise price of the warrants
they received in the RDO. The Plaintiffs amentteddr complaint to allege that the issuance ofeh#o two of our other note holders in
settlement of a lawsuit with such note holders &liggered their anti-dilution rights. AdditiongJithey allege that we solicited votes against
one of the proposals related to the RDO that wapgsed at the December 3, 2010 annual sharehokkting. We do not agree with any of
the Plaintiffs claims and intend to defend the cagerously. If the Plaintiffs prevail, they mag lentitled to exercise their warrants for up to
21,800,000 shares of our common stock and the coaytaward them cash damages, which at this tienge hot yet been established or
calculated.

To date, we have expended a large amount of castiraa on this lawsuit and numerous depositionehaeen scheduled. Considering the
potential outcome of this lawsuit and attorney fagsociated with litigating same, management betiéwto be in the Company and our
shareholders’ best interest to settle this lawsuit.

Accordingly, on May 10, 2011, we entered into &lSetent Agreement with the Plaintiffs, which wasearded on May 23, 2011. Pursuant to
the Settlement Agreement we agreed to issue tmmbarnof shares of our common stock equal in valugl0,912,055 at the time of issuance
(the “Settlement Amount”); however, we are not gated to issue the shares until we receive coproapl to issue such shares pursuant to the
provisions of Section 3(a)(10) of the Securities 8ic1933(“Court Approval”), pursuant to which tekeares will be free trading, and NYSE
Amex or shareholder approval, if required. Undherterms of the Settlement Agreement, upon Coupréyal, we shall issue Plaintiffs as

many shares of our common stock as possible td ridsgcSettlement Amount that the NYSE Amex haveiptesly approved for issuance to

the Plaintiffs.

To account for the time it may take to receive €édyproval, as well as NYSE Amex or shareholderrapal of the ultimate number of shares
issuable to obtain the Settlement Amount, and thezeheir shares, the Plaintiffs agreed to acegmiomissory note for the monetary value of
that number of additional shares that would beireduo be issued to achieve the Settlement Amopah Court Approval based on a pre-
determined formula set forth in the Notes. Theeaahall be delivered upon Court Approval; they 188a interest and mature 4 months after
issuance. We maintain the right to pay the notk limcash or shares of common stock based upoe-determined formula set forth in the
notes. As amended, Plaintiffs maintain the rightanvert the note into shares of our common stbekpre-determined formula as set forth in
the notes, which is subject to adjustment althaugkhares shall be issued until we have NYSE Ameshareholder approval of same, if
required. Throughout the term of the note, if vsdanger need NYSE Amex or shareholder approvegheres issuable pursuant to the
Settlement Agreement shall be issued. Upon theroeee of an event of default, the note will becommediately due and payable. Under
the Settlement Agreement, Plaintiffs are entitieéntry of judgment in the amount of principal ¢atsling, if any, on the maturity date. The
Settlement Agreement also contemplates the issuaframditional shares to Plaintiffs or the retufrsbares to us based upon variances in the
market price of our common stock between the dateeseive Court Approval and sixty days followihg maturity date of the notes.

Pursuant to the Settlement Agreement, we agrepdytdlaintiffs’ attorney fees of $75,000. Onceitiigal shares and promissory note are
issued, the parties shall file a Stipulation ofdaistinuance of the lawsuit with the relevant colihte Plaintiffs shall return all outstanding
warrants to us if the note is paid in full on thatarity date.

We received Court Approval on May 24, 2011 andlshsilie the required securities; however, the naist be paid on or before Septembet
2011 to avoid a judgment for the remaining prinkigany, at such time.
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On October 14, 2010, we entered into a forbearagoeement with two investors of the 2010 closimysduding the lead investor. These
investors negotiated the terms of such forbearagogement in lieu of entering into the Extensidteteagreement we entered into with the
other 2010 Note Financing note holders. As a tesihe Forbearance Agreement $682,693 was add#e: tprincipal balance of these
investors’ notes. Since we did not hold the shaldgr meeting on November 15, 2010, the 2010 Cissare susceptible to default pursuant to
which the investors of the 2010 Closings can dedlae entire amount outstanding immediately duepaydble; however, as of the date of this
Report we have not received any notice of defaeltting to this failure except from the investedso signed the forbearance agreement
discussed above. Those two investors claim theduse we did not hold the shareholder meeting areiber 15, 2010, the forbearance
agreement allows them then to seek all recoursiablaunder the terms of the original note andfttbearance agreement specifically asserts
that only one trigger event occurred, they aretledtito an additional 25% increase in their notuhee. The Company is negotiating a
settlement; until an agreement is reached we hareased the balance of the notes by 25%, tot&B6g,522.

On March 11, 2011, The Rosen Law Firm, P.A. filezlass action suit, alleging we violated federausiies laws by misrepresenting the
relationship between us and third parties involwedur clinical studies of Onko-Sure® test kit. Welieve there is no basis to the suit filed by
The Rosen Law Firm and we are defending it vigdsous

Other than the above mentioned litigation matteesther we nor any of our direct or indirect sukigs is a party to, nor is any of our prop:
the subject of, any legal proceedings other thdmary routine litigation incidental to their regpige businesses. There are no proceedings
pending in which any of our officers, directors586 shareholders are adverse to us or any of owidiakies or in which they are taking a
position or have a material interest that is advéosus or any of our subsidiaries.

Neither we nor any of our subsidiaries is a pastgirty administrative or judicial proceeding arisimgler federal, state or local environme
laws.

From time to time, we may be involved in litigatioglating to claims arising out of our operationgtie normal course of business.
Item 4. (Removed and Reserved)
PART Il
ltem 5. Market for Registrant’s Common Equity, Relateddskholder Matters and Issuer Purchases of Equitycheties
Our common stock is listed on the NYSE Amex undergymbol “RPC.”

Our stock price, like that of some other canceguistic and pharmaceutical companies, is highlgtilel Our stock price may be affected by
such factors as:

« clinical trial results;

« product development announcements by us or our etitors;

« regulatory matters;

« announcements in the scientific and research coritynt

« intellectual property and legal matters;

« broader industry and market trends unrelated tgetfiormance; an

« economic markets in Asia.
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In addition, if our revenues or earnings in anyigeéfail to meet the investment community’s exp#otes, there could be an immediate adverse
impact on our stock price.

Market Informatior — Our common shares are currently listed on th&&EYAmex under the symbol “RPC”. On May 20, 201&, ¢losing
price of our common shares on NYSE Amex was $0.28.

Set forth in the following table are the high aod/Iclosing prices for the years ended Decembe23029 and 2010 for our common stock.

High Low

Quarter Ended

March 31, 200¢ $ 1.3 $ 0.7C
June 30, 200 $ 1.3 3 0.7t
September 30, 20( $ 101 $ 0.5¢
December 31, 200 $ 0.6C $ 0.22
Quarter Ended

March 31, 201( $ 03t $ 0.22
June 30, 201 $ 21¢ % 0.2z
September 30, 201 $ 1.0 $ 0.4C
December 31, 201 $ 1.0z $ 0.2¢

Record Holders As of May 20, 2011, there were approximately 88dord holders of our common stock.

Dividend Policy. We have not paid any cash dividends since owpitien and do not contemplate paying dividendfiénforeseeable future.
We anticipate that earnings, if any, will be retrfor the operation of our business.

Securities Authorized for Issuance Under Equity Gensation Plans.

This information is included under Item 12. Seguéwnership of Certain Beneficial Owners and Mamaget and Related Stockholder
Matters.

Purchases of Securities by the Company
None.
Recent Sales of Unregistered Securities

During the past three years, we effected the falgwiransactions in reliance upon exemptions fregistration under the Securities Act as
amended. Unless stated otherwise; (i) that eathegbersons who received these unregistered sesunid knowledge and experience in
financial and business matters which allowed themvialuate the merits and risk of the receipt eééhsecurities, and that they were
knowledgeable about our operations and financiadition; (ii) no underwriter participated in, noiddve pay any commissions or fees to any
underwriter in connection with the transactions) {he transactions did not involve a public offeys; and (iv) each certificate issued for these
unregistered securities contained a legend st#timigthe securities have not been registered uhdeict and setting forth the restrictions on
the transferability and the sale of the securities.

We have funded our operations primarily througler@es of Regulation S and Regulation D companiderioigs (the “Offerings”)as describe
below.

2008 Convertible Note Financing

On September 15, 2008, we conducted the closiagcombined private offering of 10% Convertible Nofthe “2008 Convertible Note
Offering”) under Regulation D and Regulation S 2f310,000 of 10% Convertible Promissory Notes {388 Convertible Debt"), maturing
at the earlier of (i) upon the closing of a QualifiPublic Offering of our common stock (as defibetbw), if not mandatorily converted at the
closing, or (i) September 15, 2010 (the “Matuigte”). For purposes thereof, “Qualified Public €&fhg” shall mean an equity offering of not
less than $25 million in gross proceeds. The 2008vertible Notes bear interest at the annual rateropercent (10%) which shall accrue and
be payable on the Maturity Date. If all of the gipal amount of a 2008 Convertible Debt has nothbesuntarily converted by the holder or a
Qualified Public Offering causing a mandatory casian shall not have occurred prior to the Matubgte, the note holder shall receive
additional interest (“Bonus Interest”) equal tayfipercent (50%) of the remaining principal amooithe 2008 Convertible Debt on the
Maturity Date. Any unpaid Bonus Interest shall aecinterest thereafter at the rate of ten perc%o) per annum thereon until paid.
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The holders of the 2008 Convertible Debt have itjiet to convert the entire principal and accruaérest of the 2008 Convertible Debt into
common stock of the company at any time prior toNfaturity Date at $1.20 per share. Upon conversifcdhe 2008 Convertible Debt into our
common stock, we shall issue warrants to purchaseron stock (“Investor Warrants”) to the convertingestors in the amount equal to fifty
percent (50%) of the number of shares of commockstdo which the 2008 Convertible Debt were coteer The Investor Warrants have a
term of five (5) years from the date of issuance simll be exercisable at a price equal to 120%uoftock price on the date of conversion;
however, in no case will the exercise price be feas $2.80.

The shares of common stock issuable upon a voluptaversion of the 2008 Convertible Debt carrycatied “piggy-back” registration rights
should we file a registration statement in the figitun the event of a forced conversion into commsleares in the event of a Public Offering,
holders of the 2008 Convertible Debt will be subjeca lock-up on any remaining shares not solthénoffering for ninety (90) days after the
Public Offering.

In connection with the offer and sale of the Natethe 2008 Convertible Debt Offering, we reliedtbe exemption under Section 4(2) of the
Securities Act of 1933, as amended (the “Securkigts), Regulation S and Regulation D, Rule 506muigated there under. We believe that
all of the purchasers of Convertible Notes are fagited investors,” as such term is defined in Ral&(a) under the Securities Act.

In connection with the sale of 2008 Convertible De&le utilized the services of Jesup & Lamont Sitiesr Corporation and Dawson James
Securities, Inc., FINRA (NASD) member broker-desléhe “Placement Agents”). For their services,Rlecement Agents received
commissions of 10% of the amount of the notes anltithe Placement Agents received an aggregat@13f #0 (2.5%) as due diligence and
non-accountable expenses. We incurred an additig#ial,849 in legal and other expenses relatedetistuance of the Convertible Notes. The
Placement Agents and their assigns also received/éar warrants (“Placement Agent Warrants”) tocpase up to 209,166 shares of our
common stock exercisable at $2.69, representingeldfhe five day volume-weighted average pricewfcommon stock up through and
including September 12, 2008. The terms of theseants require that we issue additional warranthéncase of certain dilutive issuances of
our common stock through the first quarter of 20082 number of additional warrants to be issudzhised on the percentage decrease in share
price of the dilutive issuance compared to the @sgerprice of the warrants.

Pursuant to a Letter Agreement dated Septemb&@4, we sought the remaining 2008 Convertible Delders’ agreement to waive the
default (our failure to pay the note by the majudate) and give us until November 15, 2010 toegtem the shares underlying the 2008
Convertible Debt. In consideration for waiving tefault and extending the maturity date to Novenifir2010, we increased the principal
balance of the 2008 Convertible Debt outstandingf&eptember 14, 2010 by $56,635 or 25% of thetantling balance on September 14,
2010 (the “25% Increase”) and increased the inteats to 18%, which rate shall apply to the insédie from September 15, 2010 until the
Note is converted pursuant to the 2008 Letter Agese. The 2008 Convertible Debt holders are edtitbethe Bonus Interest, which \
calculated as a one-time fee of $113,269 or 50%ebutstanding principal balance on SeptembeQ#0 the principal balance of the Notes
outstanding on September 14, 2010; however, suehest shall accrue at the rate of 18% per annuihpaid. The amount of the 25% Incre
and Bonus Interest shall be combined and suchgbtdl be directly applied to the principal amoafthe Notes outstanding on September 14,
2010. The outstanding balance of the 2008 ConVerfllebt immediately before the 2008 Letter Agreenveas $226,538 with a corresponding
unamortized debt discount of $159,547. Due to ffectof the 2008 Letter Agreement, we accelerdtedamortization of the remaining debt
discount and recorded an increased to the outstgmincipal balance by $113,269 and $56,635 remtésy 50% bonus interest and 25%
interest, respectively. Since the 50% bonus intevas in accordance with the terms of the origomalvertible note agreement, we recorded
such amount as interest penalty. In accordancergitivant accounting guidance, we recorded the %6%ase as a loss on extinguishment
since the terms as described in the 2008 Letteedment indicates that the prior debt agreementdvolextinguished. Finally, we agreed to
adjust the Conversion Price of the 2008 Converfidét to equal 80% of the VWAP for the 5 tradingslanmediately preceding the date we
receive NYSE Amex Approval of the additional shaiebe issued pursuant to the adjusted price @fusted Shares”); provided however,
that in no event shall the Conversion Price betless $0.28 per share.
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Since we did not issue the shares on NovemberQ), because the SEC comment period preventeadunshfolding a shareholder meeting to
obtain the related approval for such issuance bi slate, the outstanding September 2008 Convelibtes are in default. As of filing date
have not received any default notices and as dfilthg date $54,232 of the September 2008 ConbkrtNotes remain outstanding and
contractually in default.

12% Convertible Note Financing March and April 2010

On March 22, 2010, we entered into a Note and WiaParchase Agreement with one accredited inveBumsuant to the Agreement, we
issued the Lender a 12% Convertible Promissory ldtete”) in the principal amount of $925,000 anéhee year warrant (“Warrant”) to
purchase up to 1,100,000 shares of our Common StdekWarrant is initially exercisable at the higb& (i) 105% of the average VWAP for
the five trading days immediately preceding theede¢ issued the Warrant; and (ii) the Floor Prthe §ame as in the Note) in effect on the
date the Warrant is exercised. The Note carrigd%a @riginal issue discount. In addition, we agreegay $200,000 to the Lender to cover t
transaction costs incurred in connection with thassaction; such amount was withheld from the laiatie closing of the transaction. As a
result, the total net proceeds we received wer® $80. We relied on the exemption from registrapoovided by Section 4(2) of the Securi
Act of 1933, as amended (the “Securities Act”), &ude 506 promulgated there under. We believe thehaser is an “accredited investorss”
such term is defined in Rule 501(a) promulgatedeutide Securities Act. The Conversion Price ofGloavertible Promissory Note is equal to
80% of the volume-weighted average price for thea8ing days ending on the business day immediatelyeding the applicable date the
conversion is sought but will be at least $0.28gt&re, subject to adjustment upon the occurreficertain events.

The transaction with the Lender was the “First @ig5of a series of similar transactions in Aprd20, which together are hereinafter referred
to as “2010 Notes.” On April 8, 2010, our Boarddfectors authorized us to enter into additionaldRase Agreements to issue up to an
additional $7,500,000 of 12% Convertible notes tindsue warrants to issue up to an additional®@D0 shares of our Common Stock
pursuant to the 2010 Notes.

On April 8, 2010, we entered into Note and WarRmtchase Agreements (the “Agreements”) with 24elited investors (“Lenders”) in the
“Second Closing” of the sale of 12% Convertible &of*Second Closing Notes”) and Warrants. Pursteatite Agreements, we issued to the
Lenders Convertible Promissory Notes in the agdeegancipal amount of $5,490,165 and warrantsueipase up to 6,528,843 shares of our
Common Stock (“Warrants”). The Second Closing Notesured on April 7, 2011 (“Maturity Date”). The@md Closing Notes contain
original issue discounts and fees payable by useggging $2,285,165. As a result, the total net@eds we received were $3,225,000. The
Agreements, Notes and Warrants, as well as thestefrthis transaction, are substantially the sasnth@se we issued to the investor in the |
Closing on March 22, 2010, as disclosed on the R we filed with the Securities and Exchange Cassion on March 26, 2010.

As of the Second Closing, we had 26,851,069 sharesmmon stock issued and outstanding. The Agre&reclude an addendum that
prohibits us from issuing more than 594,528 sharese Lenders, unless we receive stockholder ajapend NYSE Amex approval to list and
issue all shares issuable: (i) upon exercise affdthe Warrants at $0.38 per share, (ii) all & Notes are converted at that same price (which is
the lowest price possible, although the initial\wension price is 80% of the five day volume weighéeerage closing price of our common
stock preceding the date of conversion) and (dishares are issued in payment of interest. We weegrgred under the terms of the Notes to
obtain stockholder approval, on or before July28.0, of the issuance of all shares of our comnbackdssuable pursuant to the Notes and
Warrants. If we failed to obtain such approval Esent of Default under the Notes would occur. Weensdso obligated to receive listing
approval from NYSE Amex for the shares of our Comrtock issuable upon conversion of the Note amdoise of the Warrant as soon as
practicable after closing, but in no event latemtivay 1, 2010.

On April 13, 2010, we entered into Additional Neted Warrant Purchase Agreements (“Additional Agrertsi’) with eleven accredited
investors (“Lenders”) in a “Third Closing” of th®20 Notes . Pursuant to the Additional Agreememtsissued to the Lenders additional
Convertible Promissory Notes in the aggregate jpaiamount of $3,957,030 (“Third Closing Notest)dawarrants to purchase up to
4,705,657 shares of our Common Stock (“Warrani®ig Third Closing Notes matured on April 12, 201 4turity Date”). The conversion
price of the Third Closing Notes is the higheridB0% of the five day volume weighted average idggrice of our common stock preceding
the date of conversion, or (i) $0.28 per share.affieeed to pay to the Lenders one-sixth of thecjpéal amount of the Notes each month
commencing on the six month anniversary of the Blated the balance of the unpaid principal of théeBlon the one year anniversary date of
the Notes. The Notes contain original issue distoand fees payable by us aggregating $1,646,98@. r&sult, the total net proceeds we
received in the Third Closing were $2,310,000. &kercise price of the Warrants issued in the ttlioding is $0.69 per share.
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On April 26, 2010, we entered into Additional Neted Warrant Purchase Agreements (“Additional Agremtisi’) with eleven accredited
investors (“Lenders”) in a “Fourth Closing” of t2810 Notes. Pursuant to the Additional Agreemamésissued to the Lenders additional
Convertible Promissory Notes in the aggregate prail@amount of $685,170 (“Fourth Closing Notes"Jamarrants to purchase up to 712,949
shares of our Common Stock (“Warrants”). The Ho@tosing Notes matured on April 26, 2011 (“Matyidate”). The conversion price of tl
Fourth Closing Notes is the higher of (i) 80% adf five day volume weighted average closing pricewwfcommon stock preceding the date of
conversion, or (ii) $0.28 per share. The Notesyc20% original issue discounts and fees payableshgf $285,170. As a result, the total net
proceeds we received in the Fourth Closing wer®P0D. The exercise price of the Warrants issugddrfourth closing is at an initial exerc
price of $0.28 per share for two investors andaup®1,849 shares at an exercise price of $0.88h@ee for the remaining two investors.

The Agreements, Notes and Warrants, as well atethes of this transaction (other than the exenpiee of the warrants) in the Second, Third
and Fourth Closings are substantially the sambasetwe issued to the investor in the First Clopmguant to the Note and Warrant Purchase
Agreements we entered into on March 22, 2010.

Upon a Triggering Event, as defined in the Note,dbtstanding balance of the Note immediately m®es to 125% of the then-owed principal
balance and interest accrues at the rate of 18%rparm. Upon an Event of Default, as defined inNbée, the holders may declare the unpaid
principal balance together with all accrued andaithinterest thereon immediately due and payabbeveéver, all outstanding obligations
payable by us automatically becomes immediatelyatheepayable if we become the subject of a bankyupt related proceeding. Since the
registration statement, registering all of the sitiels issuable in the March-April 2010 12% Conié Note Financing was not declared
effective by June 1, 2010, a trigger event underténms of the notes issued in the First Closimgo8d Closing and Third Closing occurred
(the “June 1 Trigger Event”). Since the registrnatitatement, registering all of the securitiesab$elin the 2010 Notes, was not declared
effective by August 31, 2010, a trigger event urtlerterms of the notes issued in the Fourth C¢psetcurred (the “August 31 Trigger Event”
together with the June 1 Trigger Event, the “Triggeents”). Upon the occurrence of Trigger Evettis, outstanding balance of the Notes
immediately increased to 125% of the then-owinggpal balance and interest commenced to accrieaate of 18% per annum. Under the
terms of registration rights agreement we entemealfor the 2010 Notes, if we fail to file the refgation statement or keep it effective as pe
terms of such agreement, $100 per day shall bedadbe principal balance of the Notes for so lasghe registration statement remains
unfiled or not effective, up to a cap of $10,00te(tRegistration Rights Increased Principal”).

Additionally, we were required under the termskaf Note to obtain stockholder approval, on or befhrdy 15, 2010 for the First Closing and
on or before August 31, 2010, for the Second, Taird Fourth Closings. Due to the continuing SEGesg\of the related proxy statement and
periodic reports that we are required to submduoshareholders with such proxy statement, we weable to file and mail our definitive
proxy statement so as to give our shareholdersepmogitice of an August 31, 2010 meeting and theeefi® were not able to have a meeting or
obtain shareholder approval on such date. Thisr&aitonstituted an event of default under the Ngtessuant to which the note holders were
entitled to declare the entire principal and intédue on the notes then immediately payableght bf the potential default, to maintain good
relationships with the investors of the 2010 Noves requested them to waive the July 15, 2010 argust 31, 2010 shareholder meeting date
requirement and instead allow us to hold the mgeimor before November 15, 2010 (the “Extension”).

In exchange for their agreement to the Extensianinsreased the principal balance of the Notes38g;2xcept that pursuant to settlement
negotiations, to avoid our lead investor from deotaa default and to obtain their agreement forousstead hold the meeting on November
15, 2010, we agreed to increase the principal lsalaf the note issued to the investor in the Eissing by 68%. As a result of the 25%
increase given pursuant to the Extension, we bedig¢liat no additional Trigger Events can be applieder the terms of the 2010 Notes, which
limit the application of Trigger Events to two. Bigning the agreement, the signing investor alseexjto waive any defaults related to our
failure to hold a meeting or obtain shareholderapgl by July 15 or August 31. Since we were unableold the meeting on November 15,
2010, because of the continued SEC review permNibte holders maintain the right to declare tiogeNl in default. We ultimately held the
shareholder meeting on December 3, 2010 and akshssuable pursuant to the 2010 Notes were apgroy the shareholders. On January 3,
2011, the NYSE Amex approved these shares. Sirdeapprovals, approximately 95% of the Note batar@ave been converted into shares
of our common stock (see Note 16).
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On October 14, 2010, we entered into a forbearagoeement with two investors of the 2010 closimysduding the lead investor. These
investors negotiated the terms of such forbearagogement in lieu of entering into the Extensidteteagreement we entered into with the
other 2010 Note Financing note holders. As a tesihe Forbearance Agreement $682,693 was add#e: tprincipal balance of these
investors’ notes. Since we did not hold the shaldgr meeting on November 15, 2010, the 2010 Cissare susceptible to default pursuant to
which the investors of the 2010 Closings can dedlae entire amount outstanding immediately duepaydble; however, as of the date of this
Report we have not received any notice of defaeltting to this failure except from the investedso signed the forbearance agreement
discussed above. Those two investors claim theduse we did not hold the shareholder meeting areiber 15, 2010, the forbearance
agreement allows them then to seek all recoursiablaunder the terms of the original note andfttbearance agreement specifically asserts
that only one trigger event occurred, they aretledtito an additional 25% increase in their notuhee. The Company is negotiating a
settlement; until an agreement is reached we hareased the balance of the notes by 25%, tot&B6g,522.

Due to the Trigger Events, Registration Rights ¢élased Principal and Extension, the total amouptiatipal on the outstanding Notes was
$18,560,993 as of December 31, 2010.

Senior Notes, Series 1 and

On December 8, 2008, we conducted a first clogimg ‘(Series 1 First Closing”) of a private offeringder Regulation D (the “12% Series 1
Notes Offerin(”) for the sale to accredited investors of unitagisting of $1,077,500 principal amount of 12% eepromissory notes (the

“12% Series 1 Notes”) and five-year warrants (th2% Series 1 Investor Warrants$t) purchase a total of 862,000 shares of our constark

at $1.00 per share. We received $856,714 in neeeds in the Series 1 First Closing. On Januarg@09, we conducted a second closing (the
“Series 1 Second Closing”) of the 12% Series 1 Bl@éering, whereby we sold an additional $680,p@Acipal amount of 12% Series 1
Notes and 12% Series 1 Investor Warrants to puecd4,000 shares of our common stock at $1.13h@eesWe received $566,600 in |
proceeds in the Series 1 Second Closing. Accorglirrgiotal of $1,757,500 in 12% Series 1 Notes B Series 1 Investor Warrants to
purchase up to an aggregate of 1,406,000 shaswhon stock in the 12% Series 1 Notes Offeringevesid. In September 2010, as a result
of the September 2010 Amendment to the Debt Exahaggeement (discussed below), we increased theipai of this note by $439,372 as a
loss on debt extinguishment. The total princigahe note at December 31, 2010 was $2,196,872.

In connection with the 12% Series 1 Notes Offering,agreed to file a registration statement by 3aly2009 with the SEC on Form S-3
covering the secondary offering and resale of bages of common stock underlying the 12% Serias/éstor Warrants sold in the offering.
That Registration Statement was declared effectivéune 22, 2009.

Our exclusive placement agent was Cantone Resdarcha FINRA member broketealer. Cantone Research, Inc. received sales cssiani
of $175,750 and $60,225 non-accountable expensagifeices in connection with the offering. In ddhi, we issued Cantone Research, Inc.
placement agent warrants to purchase up to angagref 122,140 shares of common stock (“Cantomes$g Placement Agent Warrants”).

On May 4, 2009, we conducted a first closing (tBeries 2 First Closing”) of a private offering unéeegulation D (the “12% Series 2 Notes
Offering”) for the sale to accredited investorauafts consisting of $1,327,250 principal amouni®% senior promissory notes (the “12%
Series 2 Notes”; and, together with the 12% Sdriletes, the “Series 1 and 2 Notes”) and five-yearrants (the “12% Series 2 Investor
Warrants”; and, together with the 12% Series 1 $tmeWarrants, the “Series 1 and 2 Warrants”) telpase a total of 2,123,600 shares of our
common stock at $0.98 per share. We received $5285n net proceeds from the Series 2 First Ctpdiimder the terms of the offering, the
exercise price of the 12% Series 2 Investor Wamsa® 115% of the five-day volume weighted averdgsitg price (“VWAP”) of our

common stock on NYSE Amex for the five trading dayisr to the date of the Series 2 First Closing.J0ne 12, 2009, we conducted a second
closing (“Series 2 Second Closing”) of the 12% &=#& Notes Offering, whereby we sold an additi®4#8,500 principal amount of the 12%
Series 2 Notes and 12% Series 2 Investor Warramarchase up to an aggregate of 749,600 shamg abmmon stock at $1.11 per share.
We received $396,296 in net proceeds from the S@rfgecond Closing. Accordingly, we sold a totabbf795,750 in 12% Series 2 Notes and
12% Series 2 Investor Warrants to purchase up smgregate of 2,873,200 shares of common stocktr@heactions completed in the Series 1
First Closing, the Series 1 Second Closing, théeSe First Closing, and Series 2 Second Closiagaliectively referred to herein as tHE2%
Senior Note Offering.” In September 2010, as altefithe September 2010 Amendment to the Debt BErgk agreement (discussed below),
we increased the principal of the 12% Series 2 §lbye$449,092 as loss on debt extinguishment. tdta¢ principal of these notes at Decen
31, 2010 were $2,244,691.
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In addition, we issued additional placement ageantrants to Cantone Research, Inc. to purchase ap &ggregate of 84,656 shares of com
stock (the “Cantone Series 1 and 2 Placement Aglamtants”).

In connection with the 12% Series 2 Notes Offering,agreed to file a registration statement by 3dly2009 with the SEC on Form S-3
covering the secondary offering and resale of lia#es of common stock underlying the 12% Series/8dtor Warrants sold in the offering.
That Registration Statement was declared effectivéanuary 7, 2010.

The terms of the 12% Series 2 Notes provide thatri stockholders do not approve the 12% Seridst2s Offering by September 1, 2009
the Company does not redeem the 12% Series 2 Rptdsvember 30, 2009, the holders of such 12% Se&ridotes shall be entitled to dec
such notes to be in default and declare the eptineipal and unpaid accrued interest thereon imately due and payable. Since we did not
make the interest payment due on December 1, 2098ye in default under the 12% Series 2 Notehioligh we have not received any notice
from the holders of the 12% Series 2 Notes requgstiat we cure this default, we have exceededuheperiod and, therefore, all payment
principal and interest under the 12% Series 2 Natesmmediately due and payable and the inteadstis increased from 12% per annum to
18% per annum.

In March 2010, most of the Series 1 and 2 notedrsldigned an exchange agreement (the “Exchangefgmt”) pursuant to which they
obtained the right to exchange their Series 1 aNdt2s for shares of our common stock. Pursuathted=xchange Agreement, both the
principal and the interest on the Series 1 and 2#shall be exchanged for a certain number ofeshafrour common stock, the exact number
of which is based upon the following formulas. Thenber of shares of common stock to be issuedetbidkders of Series 1 and 2 Notes in
exchange for the principal amount of the Seriead 22Notes shall be an amount equal to the quotiefi} the amount of principal sought to
exchanged divided by (ii) 70% of the VWAP of ounmmon stock for the five trading days immediatelgqading the date the exchange is
requested, but in no event shall the exchange pedess than $0.28. The VWAP is a fraction, thearator of which is the sum of the product
of (i) the closing trading price for the commondit®n the applicable National Securities Exchamgesfch trading day during such five-day
period and (ii) the volume of the common stockloa @applicable National Securities Exchange for esacl day, and the denominator of wt

is the total volume of the common stock on the igpple National Securities Exchange during suce-fley period, each as reported by
Bloomberg Reporting Service or other recognizedlstoarket price reporting service. We maintainrigét to pay all interest due on the
Series 1 and 2 Notes between December 1, 2009%uaed3D, 2010 in cash or in shares of common stbule elect to pay the interest in shares
of common stock, then the number of shares of comstack to be issued to the holders of Series 12addtes shall be an amount equal to the
quotient of (i) the amount of interest sought teelsehanged divided by (ii) $0.28. Any interest payits due after June 30, 2010 shall be pe
cash if the market price of our common stock i®e$0.28 per share on the interest payment dasetderth in the Series 1 and 2 Notes. I
market price of our common stock on such date ik or above $0.28 per share, we reserve the togpay the interest in shares of our
common stock at $0.28. By signing the Exchanges@wgrent, the note holders waived all defaults utitir Series 1 and 2 Notes (“Default
Waiver”) unless, and only unless we fail to payssue any principal or interest pursuant to thengeof the Exchange Agreement or if we did
not receive shareholder approval of the shareglgsipursuant to the Exchange Agreement on or @&ovember 15, 2010 (“Shareholder
Approval”). The original terms of the Exchange Agment required we obtain Shareholder Approvaldpté&nber 15, 2010. However, in
September 2010, the parties agreed to extendntigeftir which we were required to obtain Sharehofdgyroval until November 15, 2010, in
consideration for which we increased the princlgglhnce of the Series 1 and 2 Notes by 25%.

In September 2010, we amended the Debt ExchangeeAgmt (“September 2010 Amendment to Debt ExchAggeement”) with the

Series 1 and 2 Note Holders. Pursuant to the SdyetieB910 Amendment to Debt Exchange AgreementSénes 1 and 2 Note Holders agr

to extend the date of the required shareholderinmetd a date on or before November 15, 2010 instés&september 15, 2010. In return, we
agreed to (a) increase the principal balance dua@hlotes by 25% effective September 1, 2010 Bpd/¢ in our - sole discretion — maintain
the right to pay the interest due on these notesanes of our common stock so long as the marlag pf our common stock is equal to or
above $0.28 per share on the date such interdaeisDue to the SEC'’s review of the periodic repanre were required to mail with the proxy
statement for the required shareholder approvalyere not able to hold the meeting by November2030. Based on the terms of the various
exchange and/or extension/wavier agreements, #lleofiotes would automatically become immediately @and payable if they are not paid
when due. We ultimately held the shareholder mgetnd obtained the required shareholder appmv&ecember 3, 2010; NYSE Amex
approved the shares on January 3, 2011.
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Since we received the shareholder approval, thiesSérand 2 Note holders have been regularly stibgigxchange notices to us pursuant to
the Exchange Agreement and we have been issuimgdiugsite shares pursuant thereto and pursudheterms of the Exchange

Agreement. As of the date of this Report, princgrad interest in the amount of approximately $8,883, representing approximately 85% of
the total outstanding balance of the Series 1 aNdt2s have been exchanged (See Note 16). Siageth holders continue to enforce their
rights to exchange the Series 1 and 2 Notes uhddExchange Agreement, we believe the Default Wails® remains in effect. In light of the
above, we do not believe that we are in defau#trof of the Series 1 and 2 Notes.

We agreed to register the shares underlying thédnhge Agreement, however since all of the sharesmimon stock underlying the securities
issued and issuable pursuant to the Exchange Agmdesne currently eligible for resale pursuant tdeRL44, as promulgated under the
Securities Act of 1933, as amended, we are sed¢h@igagreement to waive the registration righty/tivere originally granted.

All of the consideration granted to the note hatdeursuant to the exchange and/or extension/wayerements remains in effect and no other
consideration is owed to the note holders purstemititis default. The total expense recorded foldlse on debt extinguishment was

$888,275. As of the date of this filing, we haw# received notice from any note holders declaamgfault. Any shares of common stock to
be issued pursuant to the debt exchange will heéspursuant to Section 4(2) of the Securitiesféictssuances not involving a public offering
and Regulation D promulgated hereunder.

Placement Agent Share

We negotiated with the Series 1 and 2 note holeobtain their agreement to exchange their righteceive cash for shares of our common
stock and to sign the Exchange Agreement (discusisede). In connection therewith, Cantone Resed#inch{the “Negotiator”), who was also
the placement agent in the 12% Senior Note Offerggeed to assist us with those negotiations atairothe signatures of the holders of the
Series 1 and Series 2 Notes on the Exchange AgreeRa@ such services, we agreed to pay the Negotiafee equal to two percent of the
total principal and interest that was due througird?t 1, 2010 on the Series 1 and 2 Notes (thadlriixchange Fee”). The Negotiator also
agreed to assist us with obtaining the Series 12addte holders agreement to extend the time faclhwve must obtain shareholder approv
November 15, 2010. For these services, we agrepdytthe Negotiator a fee equal to three percetiiefotal principal and interest that v
due through August 31, 2010 on the Series 1 andt2d\the “Second Exchange Fee” together withrital Exchange Fee, the “Exchange
Fee”). The Negotiator further agreed to accept gayrof the Exchange Fee in the form of shares pEommon stock. The total amount of
principal and interest due on the Series 1 and2dilrough March 1, 2010 was $3,952,403, andritiallExchange Fee was $79,048. The
total amount of principal and interest due on thee&s 1 and 2 Notes through August 31, 2010 waZ9$4620 and the Second Exchange Fee
was $128,869. The parties agreed to pay the Exeheg in that number of shares of the Compaogimmon stock equal to the quotient of
Total Exchange Fee divided by $0.28, which totalaggregate of 460,245 shares for the Negotidter‘ffee Shares”). We also agreed to
reduce the exercise price of the Cantone Seriesl 2 &lacement Agent Warrants, issued to the Nagotat the time of the 12% Senior Note
Offering, to $0.28 per share. We obtained apprévathe Fee Shares at the December 3, 2010 sHdeghmeeting and received NYSE Amex
approval on January 3, 2011. Accordingly, alllaf Fee Shares were issued to the Negotiator (seellép

The Bridge Loan Agreement

On September 10, 2009, we entered into a Bridge llaageement (the “Bridge Loan Agreement”) with Garg Research, Inc. (the “Lender”)
whereby the Lender agreed to provide a Bridge Lfoa$58,000 (the “Bridge Loan'and we agreed that the proceeds of the Bridge laard
be used exclusively to pay interest due on culyaenitstanding “12% Senior Notes”. Interest underBnidge Loan was set at 12% per annum.
However, because we did not repay the Bridge Laastheduled on or before October 9, 2009, thedsteate was increased to 18% per
annum, retroactive to September 10, 2009. Sinc8tiudge Loan was not repaid by December 1, 2009, was added to the principal ve

of the Bridge Loan obligation, making the curreribpiple value of the Bridge Loan $83,000 as of @aber 31, 2009. Pursuant to the Bridge
Loan Agreement, against receipt of the Bridge Le@njssued to the Lender a two-year warrant tolmse 116,000 shares of our common
stock exercisable at $0.60 per share (the “Two-Yearrant”).
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In March 2010, we entered into an Exchange Agreéméh the Lender. Under the Exchange Agreementagreed to the issuance of up to an
aggregate of 404,526 shares of our common stoskalide upon: (i) exchange and cancellation ofraicpal amount of the Bridge Loan ;

(i) cancellation of all of the interest accrue@ton, accruing at the contractual default rate886, retroactively from September 10, 2009
through August 30, 2010; (iii) cancellation of ather fees due under the Bridge Loan, totaling exiprately $12,000 and (iv) in consideration
for such exchange and cancellations, a reductigheofvarrant exercise price for the 116,000 wasranginally issued in connection with the
Bridge Loan from $0.60 per share to $0.28 per share

Pursuant to the Bridge Loan Exchange Agreementygre required to obtain shareholder approval byte$eper 15, 2010 and NYSE Amex
approval of the shares issuable. Since our fattu@btain shareholder approval by September 150 28iuld subject us to being in default of
the Bridge Loan, on September 13, 2010, we solghBtidge Loan holder’'s agreement to instead Hwdhteeting on or before November 15,
2010. In consideration for their agreement to ecxtidre time in which we must obtain shareholder apgir and waive any defaults related to
our failure to hold the meeting by September 13,02@ve agreed to increase the principal balant¢beoBridge Loan by 25% and pay an
additional $5,000 in legal fees related to the diefas a result of this agreement, we agreed teeighe holder 592,261 shares (instead of
404,526), which includes interest payments dueuindecember 31, 2010. At December 31, 2010, tidgBi_oan was contractually due and
in default.

The shares were approved at the shareholder mer¢ifgld on December 3, 2010 and by the NYSE Anme3amuary 3, 2011. Accordingly,
we issued the 592,261 shares to the Lender in 3a@041 (see Note 16).

Consulting Agreement

In March 2010, in an effort to further reduce i&sk expenditures, we also amended the consultiegmgnt with Cantone Asset Management,
LLC (“Cantone Asset"). Under the original consudtiagreement, we were to pay Cantone Asset an agfgregsh consulting fee of $144,000
and issued Cantone Asset warrants to purchase@D6kres of the Company common stock at $0.66h@ee. Due to the cash situation,
Cantone agreed to accept shares of our common istdieki of the Cash Consulting Fee and as conatiber therefore, we agreed to reduce the
warrant exercise price of the Cantone Warrant9t@8per share (the “Amendment”). Pursuant to threeAdment, and subject to stockholder
approval, we shall issue Cantone an aggregateh28@ shares of our common stock (the “Amendmeateti), which does not include the
shares of common stock underlying the Cantone Wimr&ursuant to the Amendment, we were requirethtain shareholder approval by
September 15, 2010. Due to the continuing SEC weufethe proxy statement for the related sharehatueeting and the periodic reports that
we are required to submit therewith, we were unéblegave a meeting on September 15, 2010. Sinogese unable to hold the meeting on the
original agreed date, Cantone agreed to extentintteewith which we must obtain shareholder apprdeallovember 15, 2010. In considerat
for their agreement to the extension, we agreedd®@ase their Cash Consulting Fee by 25%, to $D80,and instead issue 642,857
Amendment Shares, which shall be full and competement of all fees owed to Cantone under the Agese and the Amendment.

The shares were approved at the shareholder merifgld on December 3, 2010 and by the NYSE Anme3amuary 3, 2011. Accordingly,
we issued the shares to Cantone Asset in Januady 20

Common Stock and Warrants Issued for Services ottlBments

The following issuances were made pursuant to @ed(2) of the Securities Act of 1933, as amendrfmmofferings not involving a private
offering.

On February 5, 2008, our Board of Directors auttetithe issuance of 300,000 shares of common stdd®/P1 pursuant to a consulting
agreement dated February 3, 2008 for financialsmtyiservices to be provided from February 3, 2008ugh May 3, 2009. The shares are
issuable in two increments of 150,000. The shaess aver a fifteen month period and are being whtuenthly as the shares are earned based
on the trading price of the common stock on thetimgranniversary date. Shares vested under theeagent were 80,000 and 220,000 during
the years ended December 31, 2009 and 2008, resgectWe recorded general and administrative espesf $71,600 and $527,801 related to
the agreement during the same years then ended.
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On April 30, 2008, we extended the term of warraatsurchase 18,750 shares of common stock at §&68hare to October 31, 2009. The
warrants were held by an investor/service providée.recorded $18,375 in compensation expense defatine term extension, calculated
using the Black-Scholes option valuation model wfith following assumptions: expected volatility7®%6; risk-free interest rate of 2.37%;
expected term of 1.5 years; and dividend yield%f O

On May 16, 2008, we settled litigation relatedhe termination of an agreement regarding a proppsedte placement. In connection with
settlement, we paid $12,500 in cash, and issuéiD@5hares of unregistered common stock with a ddaralue of $75,000, based on the ten-
day volume weighted-average price of our commookstiorough May 8, 2008. The value of the cash drades issued in the settlement is
included in general and administrative expens@éncbnsolidated statement of operations for the eeded December 31, 2008.

On January 22, 2009, we entered into an agreem#nB&D Consulting for investor relations serviddsough July 7, 2010. We granted B&D
Consulting 400,000 shares of our common stock ahamge for services, subject to the approval &inlj of the shares by the NYSE Altern
US. NYSE Amex approval was received on March 26928nd the shares were issued on March 31, 2008indthe years ended December
31, 2010 and 2009, 200,001 and 183,326 shareswested, respectively, with 16,673 shares remabeteested in the year ended 2011. The
shares issued are periodically valued, as earhealjgh the vesting period. During the years endedeihber 31, 2010 and 2009, we recorded
general and administrative expense of $137,6445428,162, respectively, related to the agreement.

On February 2, 2009, our Board of Directors auttextithe issuance of 12,500 shares of our commak &ican investor relations consultant
for services under a consulting agreement, subjettte approval for listing of the shares by the¥YAmex. NYSE Amex approval was
received on March 26, 2009 and the shares weredssn March 31, 2009. The value of the shares 0fi®b and was expensed during the
ended December 31, 2009.

On September 10, 2009, we entered into a ConsuMimgement with Cantone Asset Management, LLC wihetke Consultant provided
guidance and advice related to negotiating thegexhour outstanding Series 1 and Series 2 Seroted\and continued services to assist us to
coordinate with the holders of the Series 1 anieS&r Senior Notes. We agreed to issue to the Qtansa five-year warrant to purchase
116,000 shares of our common stock at an exercise @f $0.60 per share. The warrants were injtiadllued at $88,000, based on the
application of the Black Scholes option valuatioadal with the following assumptions: expected vibtgtof 97.27%; average riskee interes
rate of 238%; expected term of 5 years; and divddgald of 0. The value of the warrants is beingensed over the term of the consulting
contract. We recognized $58,667 and $29,333 ofresgo@n the years ended December 31, 2010 and g&j8:ctively, with respect to the
warrants.

On September 22, 2009, we entered into an agreemintyons Consulting for investor relation semgcthrough September 2010. We
granted Lyons Consulting 200,000 restricted shaféise Companys common stock in exchange for services. The shaeee approved by tl
NYSE Amex US on December 10, 2009. We recordedS®Ddand $27,000 related to the vested sharesgitivnyears ended December
2010 and 2009, respectively.

On November 11, 2009, we entered into an agreewigmfirst International Capital Group, Ltd., tocopide investor relations services. In
connection with the agreement, we issued a tot@D6f000 shares of our common stock. The service iesix months. The value of the
common shares using the stock price on date of camement was $0.24 per share. The total value@,880 was recorded as prepaid
consulting expense and was amortized over thecgepariod of six months. During the years endedeDser 31, 2010 and 2009, we
amortized $300,000 and $60,000, respectively, asrgéadministrative expenses in the accompanyatgreent of operations.

On January 7, 2010, we entered into an agreemettidassuance of 100,000 shares of common stoBloston Financial Partners for financial
advisory services to be provided for the periocuday 1, 2010 through July 1, 2010. The sharesra¢sbly over the seven month period.
NYSE Amex Approval was received in April 8, 2010e\écorded prepaid expense of $71,000 relatecetagheement. The shares w
amortized over the service period, and the assstig&neral and administrative expense of $71,0@0ra@rded for the year ended December
31, 2010.

32




On January 13, 2010, we entered into an agreem#nB&D Consulting for investor relations servicdsough June 13, 2010. We granted
B&D Consulting 200,000 shares of our common stoc&ichange for services. The shares were earna@tydbe year ended December 31,
2010, and we recorded general and administratiperese of $108,000 related to the agreement.

On January 13, 2010, we entered into an agreem#mGatawaba LTD (“Catawaba”) for investor relasoservices through September 13,
2010. We granted Catawaba 900,000 shares of oumoonstock in exchange for services. The shares gareed during the year ended
December 31, 2010, and we recorded general anchadrative expense of $288,000 related to the ageaé

On February 5, 2010, we entered into an agreemethé issuance of 480,000 shares of common stoGatden State Securities pursuant to a
consulting agreement for consulting services tproeided from February 5, 2010 through Februar®@,1. NYSE Amex Approval was
received in April 8, 2010. During the year endeztBmber 31, 2010, 470,667 shares were earned (888 8hares to be earned in the
subsequent period. We recorded general and adraiinie expense of $352,440 during the year endezkBber 31, 2010 related to the
agreement.

On February 9, 2010, we entered into an agreemoethé issuance of 900,000 shares of common stockWP1 pursuant to a consulting
agreement for financial advisory services to bevisled from February 9, 2010 through November 9,20 he shares vested over a ten month
period. NYSE Amex Approval was received on ApriP810. During the year ended December 31, 2010ea@ded general and
administrative expense of $670,333 related to greement.

On February 22, 2010, we issued 160,714 sharesnofinon stock to settle an unpaid invoice in the amofi$45,000 of accounts payable
through the date of the agreement, subject to NXBIEX Approval. NYSE Amex Approval was received opriA8, 2010 and we recorded the
common stock issuance of $45,000 based on stoc& pri such date.

On March 1, 2010, we entered into an agreemerthéissuance of 720,000 shares of common stodkSdrvestments pursuant to a
consulting agreement for financial advisory sersiteebe provided through February 28, 2011. Duttmegyear ended December 31, 2010,
646,000 shares were earned with 74,000 sharesdarbed in the subsequent period. We recorded@eed administrative expense of
$472,260 during the year ended December 31, 20atedeto the agreement.

On April 13, 2010, we entered into an agreemertt Wwjtons Consulting for investor relations servite®ugh October 2010. We granted
Lyons Consulting 200,000 restricted shares of ounrmon stock in exchange for services. The shaese approved by the NYSE Amex US
on October 15, 2010. We recorded general and adtrative expense of $132,000 related to the agreeme

On May 10, 2010, we entered into an agreement Wytick Marketing for marketing services through Ag2010. We granted Uptick
Marketing 250,000 restricted shares of our comntocksin exchange for services. The shares wereoapg by the NYSE Amex US on
October 15, 2010. We recorded general and admatiigt expense of $165,000 related to the agreement

On May 27, 2010, we granted Crystal Research ayear warrant to purchase 400,000 shares of ounumstock at an exercise price of
$1.23 per share to be earned over a 2 year périedwarrants were valued using the blackoles option pricing model under expected ter
4 years, volatility of 130.01%, risk free intereste of 2.18% and a zero dividend rate. As a reduhe valuation, we recorded $400,000 as
Prepaid Consulting expense and amortized $116,66® Becember 31, 2010. As of December 31, 20283831 remains unamortized as
prepaid consulting fees.

On August 1, 2010, we entered into an agreemeht @atawaba Global LTD (“Catawaba”) for investorat&ns services through May 1,
2011. We granted Catawaba 200,000 shares of oumom stock in exchange for services. The shares agproved by the NYSE Amex US
on December 3, 2010. The shares and were valugEtBz200 and recorded as prepaid consulting exp&hgeprepaid consulting expense was
amortized to consulting expense ratably over tieice period. During the year ended December 3102&e amortized $43,333 related to the
consulting agreement. As of December 31, 2010,66%4remains unamortized as prepaid consulting fees
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On August 1, 2010, we entered into an agreemehtirst International Capital Group, LTD (“Firsttérnational”) for investor relations
services through Feb 1, 2011. We granted Firstiatenal 200,000 shares of the Company’s commaeksh exchange for services. The
shares were approved by the NYSE Amex US on Dece®)i#010. The shares were valued at $78,000 awided as prepaid consulting
expense. The prepaid consulting expense was amittizconsulting expense ratably over the servic®@. During the year ended December
31, 2010, we amortized $65,000 related to the donguagreement. As of December 31, 2010, $13re@tains unamortized as prepaid
consulting fees.

On August 1, 2010, we entered into an agreemerihéissuance of 480,000 shares of common stoGatden State Securities pursuant to a
consulting agreement for consulting services tproeided from August 1, 2010 through August 1, 200YSE Amex Approval was received
in December 3, 2010. During the year ended DeceBibe2010, 200,000 shares were earned with 28G08fes to be earned in the
subsequent period. We recorded general and adnaiiie expense of $78,000 during the year endezkDéer 31, 2010 related to the
agreement.

On August 1, 2010, we entered into an agreemerthéissuance of 720,000 shares of common stodk$onvestments pursuant to a
consulting agreement for consulting services tproeided from August 1, 2010 through August 1, 200YSE Amex Approval was received
in December 3, 2010. During the year ended DeceRbe?2010, 300,000 shares were earned with 42&08fs to be earned in the subsec
period. We recorded general and administrativeerse of $90,000 during the year ended Decemb&(31 related to the agreement.

Item 6. Selected Financial Data

Not applicable

Item 7. Management’s Discussion and Analysis of Financiab@dition and Results of Operations

Forward Looking Informatiot

This report contains forward-looking statementsarding our plans, expectations, estimates andfbelictual results could differ materially
from those discussed in, or implied by, these fodalaoking statements. Forward-looking statemamnésidentified by words such as “believe,”
“anticipate,” “expect,” “intend,” “plan,” “will,” “may,” and other similar expressions. In addit@my statements that refer to expectations,

projections or other characterizations of futurergs or circumstances are forward-looking statemewe have based these forward-looking
statements largely on our expectations.

Forward-looking statements are subject to riskswarnmbrtainties, certain of which are beyond outticdn Actual results could differ materially
from those anticipated as a result of the factescdbed in the “Risk Factors” and detailed in otver Securities and Exchange Commission
filings.

Because of these risks and uncertainties, the farleaking events and circumstances discussedsmréiport or incorporated by reference

might not transpire. Factors that cause actualtsesr conditions to differ from those anticipategdthese and other forwatdeking statement
include those more fully described in the “Risk téas” section and elsewhere in this report.
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The following discussion contains forwalabking statements and involves numerous risksuenegrtainties, including, but not limited to, th
described in the "Risk Factors" section of thisorépActual results may differ materially from tleosontained in any forward-looking
statements.

The following discussion and analysis of finandahdition and results of operations relates toofperations and financial condition reporte
the consolidated financial statements of the Companthe years ended December 31, 2010 and 20@@Pslaould be read in conjunction v
such consolidated financial statements and reladées included in this report.

The Company
We are a vertically integrated pharmaceutical camgpeith the following distinct business divisionsumits:

« Manufacturer and Distributor of On-Sure® a Proprietary |-Vitro Diagnostic “IVD") Cancer Test
« A Cancer Therapeutics Technology.

Our Revised Strategic Focus

We recently refocused our business on the developmeanufacture and marketing of advanced, piongariedical diagnostic products,
including our Onko-Sure®, a proprietary In-Vitrodginostic (“IVD”) Cancer Test.

During the third and fourth quarter of 2009, weasifioned certain business assets we believe nélbk: us to monetize such assets through
new partnerships, separate potential IPO’s, oriplessales. These special assets include: (i) 342 ownership in China-based
pharmaceuticals business, Jade Pharmaceutical§JR¢?); and (ii) our 100% Ownership of a propeet cancer vaccine therapy technology:
Combined Immunogene Therapy (“CIT").

On September 25, 2009, we changed our name fromDBMnc.” to “Radient Pharmaceuticals Corporatiowe believe Radient
Pharmaceuticals as a brand name has consideraliketrappeal and reflects our new corporate diractiod branding statements.

We are now primarily engaged in the research, dgveént, manufacturing, sale and marketing of oukd=®ure® a proprietary IVD Cancer
Test in the United States, Canada, China, Chilegfi®) India, Korea, Taiwan, Vietnam, and other raggkhroughout the world.

We manufacture and distribute our proprietary OBkwe® test kits at our licensed manufacturing figcibcated at 2492 Walnut Avenue,
Suite 100, in Tustin, California. We are a Unitadt8s Food and Drug Administration (“USFDA”), GMPpaioved manufacturing facility. We
maintain a current Device Manufacturing Licenseéssby the State of California, Department of He8ervices, Food and Drug Branch.

For fiscal year 2010 and 2009, the Company gergggiproximately $232,000 and $158,000, respectivelthe sales of the Company’s Onko-
Sure® IVD cancer diagnostic test kits, which israrease of approximately 47% in sales of this pobd We believe, subject to receipt of
adequate financing, revenues from Onko-Sure® vghificantly increase in 2011 due to the creatibulistribution agreements which are
anticipated to move the IVD cancer diagnostic kitsh markets throughout the world. In additianibcreasing our distribution network, we
are also negotiating partnership agreements withrégories certified under the Clinical Laborattmprovement Act (“CLIA”) which will
purchase Onko-Sure® test kits for in-house usewever, the success of our distribution strategytHies product in 2011 is dependent upon a
number of factors. Accordingly, we may not be abléemplement our distribution strategy at the naganticipate, which will have a material
adverse effect on anticipated 2011 revenues.

In connection with the deconsolidation, as notddwewe have reclassified JPI as a business inva#tmather than as a consolidated oper
subsidiary.

ONKO-SURE® AND IN-VITRO CANCER DIAGNOSTICS
Onko-Sure® Test Kit
On July 8, 2009, we changed the brand name oineuitro diagnostic cancer test frobR-70to a more consumer friendly, trademarked brand
name “Onko-Sure®,” which we believe communicatessit high quality, innovative consumer cancer Wstalso installed a new tag line —

“The Power of Knowing” — which communicates to canpatients and their physicians that the testféctve in assessing whether a patient’
cancer is progressing during treatment or is inission.
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Our Onko-Sure® product is manufactured at our fiugalifornia based facility and is sold to thirdrty distributors, who then sell directly to
CLIA certified reference laboratories in the Unitgthtes (“US”) as well as clinical reference laisspital laboratories and physician operated
laboratories in the international markets.

Our Onko-Sure®n- vitro diagnostic test enables physicians and their patieneffectively monitor and/or detect solid tuncancers by
measuring the accumulation of specific breakdovaupects in the blood called Fibrin and FibrinogergBRelation Products (FDP). Onko-
Sure® is a simple, non-invasive blood test usedHerdetection and/or monitoring of 19 differerpég of cancer including: lung, breast,
stomach, liver, colon, rectal, ovarian, esophagealical, trophoblastic, thyroid, malignant lympha, and pancreatic. Onko-Sure® can be a
valuable diagnostic tool in the worldwide battl@egt cancer, the second leading cause of deatdwide. Because the Onko-Sure® test kit
is a noninvasive blood test, there are no side effecthefadministration of the test. As with other cardiagnostic products, false positive :
false negative test results could pose a smalttoiglatient health if the physician is not vigilamffollowing up on the Onko-Sure® test kit
results with other clinically relevant diagnostiodalities. While the Onko-Sure® test kit is helpfuldiagnosing whether a patient has cancer,
the attending physician needs to use other testigttpods to determine and confirm the type and &inchncer involved.

Onko-Sure® is sold as a blood test for cancer iropel (CE Mark certified), India, Taiwan, Korea, ¥iam, and in Chile (research use);
approved in the U.S. for the monitoring of coloadéaancer (“CRC"); approved in Canada (by Healthh&ka) for lung cancer detection and
lung cancer treatment monitoring; and in many keykats, has the potential to be used as a geraeécscreening test. We are involved
with research conducted with CLIA Laboratories tpand on the Clinical utility of Onko-Sure®.

In-Vitro Cancer Research and Development

During the year ended December 31, 2010, we indwexpenses of $673,918 in research and developmlated to the Onko-Sure®, as
compared to $552,391 for the same period in 2088s& expenditures were incurred as part of ourteffo improve the existing Onko-Sure®
and develop the next generation Onko-Sure®.

During the year ended December 31, 2010, the ntpjofiexpenses incurred were to fund:

o Validation study to determine if Onko-Sure@n be utilized as a general cancer screen foro120tdifferent cancers in a CL
laboratory developed test environment; .

o Evaluate Onko-Sure@s an additional marker in an existing test to meitge if the addition will enhance and improve atiahl
performance

We expect expenditures for research and developtagmbw during the first half of 2011 due to aduial staff and consultants needed to
support research to continually improve our Onkoe8utest kit as well research potential veterinasg of the test. In addition, we will
continue to research the validity of our next gatien version our current Onko-Sure® test kit. #vicipate additional costs will be incurred
to fund research conducted with CLIA Laboratorigxpand on the clinical utility of Onko-Sures®d development costs associated with €
into new markets.

Cancer Therapeutics

In 2001, we acquired the CIT technology, which fertine basis for a proprietary cancer vaccine. QUirt€hnology is a U.S. patented
technology (patent issued May 25, 2004). The Canberapeutics division is engaged in commerciajzire CIT technology. To date, we
have not generated any revenues and incurred nliexpanses, mostly related to patent protectionthfis technology.

In November 2010, we formed NuVax Therapeutics, With Javia’s CEO Dr.Umesh Bhatia creating a platf to expand the planned
collaboration to include significantly expandecdhiaal trials in multiple international locationsdaim the U.S., and the in-licensing of other
novel cancer fighting technologies. All rights tor 1T technology will be transferred to NuVax, rntly our 100% wholly-owned
subsidiary. All further development and commeization of CIT and other to-be in-licensed novet@ar fighting technologies will be made
at NuVax. We have not generated any revenuesrmuogred minimal expenses for the year ended Dece81he2010.
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JPI INVESTMENT
Deconsolidatior

During the third quarter of 2009, it became appat@our management that our working relationshiih ywmanagement of JPI's operations in
China was becoming increasingly strained. Acconginge deemed it appropriate to seek alternativamaef monetizing our investment.
There were several issues that caused us to canatabrdingly, including, but not limited to:

o Lack of timely responses from the management im&to our requests for financial information;
« Lack of responsiveness by management in Chinartoenuests to transfer our funds to bank accoumgmcorporate contrc

« Lack of timely communication with their corporat@nagement concerning significant decisions madadyagement in China
concerning the disposal of the YYB subsidiary;

« Lack of timely communication with corporate offisszoncerning operations in China.

Effective September 29, 2009, based on unanimouoser of our board of directors and based on acutad binding agreement (the
“Agreement”) between us and certain individual Etalders in China, we deconsolidated all activityBl.

Based on the Agreement and in accordance with atioguguidelines, we deconsolidated JPI as of tite de ceased to have a controlling
financial interest, which was effective Septemb&r2009. In accordance with the Agreement, we agt@exchange our shares of JPI for
28,000,000 non-voting shares of preferred stock¢hvtepresents all outstanding shares of prefesteck, exchanged $730,946 in salaries and
related interest, accrued by us as of Septembe2@®, into 730,946 shares of JPI's preferred staglnquished all rights to past and future
profits, surrendered our management positions gnekd to a non-authoritative minority role on tleat of directors.

Accordingly, it was determined we did not maintaignificant influence over the investee and, acemlg, recorded such investment in
accordance with the cost method. Although, we ragirgignificant economic ownership in JPI, basedwnevaluation of our lack of ability to
influence, lack of a role in policy and decisionkimg, no significant planned intercompany activiynong other things, we concluded that it
would not be appropriate to account for such inwesit in consolidation or under the equity methodafounting.

The deconsolidation of JPI materially and adverségcted our 2009 and 2010 earnings and salegasvonger record their operations on
our consolidated financial results.

As part of the deconsolidation of JPI as of Sep&m2®, 2009, we agreed to exchange loans and aglvamdPI totaling $5,350,000 for a 6%
convertible promissory note from JPI. There arksrisnd uncertainties related to the collectabditthese amounts and, as a result, we recc
a 50% loan loss reserve at the time of the decumtagimn.

During the year ended December 31, 2010, the dalbdity of the receivable from JPI became moreastain and as a result, the Company
increased its reserve on the receivable to $5,88040th a charge to impairment on receivable fréth J
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Based on a valuation performed by a third partyatbn firm using Radient's management'ssessment of the current and projected opes
of JPI as of December 31, 2010, we determinedaiainvestment in JPI was impaired. Significartdas considered in the valuation
included:

« Reduced projected sales grow

« Negative det-free net cash flows from operations in 2009 ant2@nd reduced positive amounts projected for 202D15;
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o Negative earnings before interest, taxes, depienjand amortization“EBITA”) in 2009 and 2010, and reduced positive amc
projected for 2011 to 2015; al

« Lack of products in manufacturing pipelir

The third-party valuation estimated the value & @ompanys investment to be approximately $2,079,000 befirther consideration on t
likelihood of being able to realize any amountsrirthe investment. In consideration of the sigaificproblems that management has hi
obtaining the cooperation of JPI on a variety ottara, the Company deemed that there was subdtantartainty as to whether any amol
from their investment in JPI would be realized.nt&oof the significant problems that the CompanyHes concerning the cooperation with
management included the following:

« Continued inability to receive financial informatié6com JPI in a timely manner;
« Continued difficulty in preparing GAAP based finéadcstatements

« A merger partner has been identified however, J4 wnable to complete the transaction prior teettpration of the letter of intent.
bridge loan was secured for $900,000 to fund valnategal and accounting expenses related to #@en; however, JPl managen
has not authorized these actic

Accordingly, the Company decided to impair its istreent to zero, and thereby recognized an impairetearge of $20,500,000 on the
investment in the accompanying consolidated statéwfeoperations as of December 31, 2010. The Gomwvill, however, pursue an action
plan to recover a portion or all of its investment.

Critical Accounting Policies

Our consolidated financial statements have beegpapee in accordance with accounting principles galyeaccepted in the United States of
America. The preparation of these consolidateanfoial statements requires us to make estimatefidgrhents that affect the reported
amounts of assets, liabilities, revenues and exgem@sd related disclosure of contingent assetéiahitities. We base our estimates on
historical experience and on various other assumgtihat are believed to be reasonable under thenestances, the results of which form the
basis of making judgments about the carrying vabfessets and liabilities that are not readilyaappt from other sources. Actual results may
differ from these estimates under different assionptor conditions and the differences could beemnfat

We believe the following critical accounting poéisi among others, affect our more significant juelgim and estimates used in the preparation
of our consolidated financial statements:

Inventories Major components of inventories are raw matergédskaging materials, direct labor and productioerbgad. Our inventories
consist primarily of raw materials and related mate, and are stated at the lower of cost or ntaskit cost determined on a first-in, first-out
(“FIFO”) basis. We regularly monitor inventories fexcess or obsolete items and make any valuatimeaions when such adjustments are
needed. Once established, write-downs are consigemgnanent adjustments to the cost basis of thelete or excess inventories. We write
down inventories for estimated obsolescence or uketable inventory equal to the difference betwiencost of inventories and the estime
market value based upon assumptions about futumeude, future pricing and market conditions. If attfuture demands, future pricing, or
market conditions are less favorable than thosggied by management, additional write-downs magebeired and the differences could be
material. Such differences might significantly irapaash flows from operating activities.

Sales Allowance# portion of our business is to sell products tstritbutors who resell the products to end custoniarsertain instances, the
distributors obtain discounts based on the conied¢erms of these arrangements. Sales discoumtssaally based upon the volume of
purchases or by reference to a specific priceérréfated distribution agreement. We recognizeatheunt of these discounts at the time the
sale is recognized. Additionally, sales returnswatinces are estimated based on historical retuay @ad recorded at the time of sale. If the
quality or efficacy of our products deterioratesyarket conditions otherwise change, actual distsoand returns could be significantly higher
than estimated, resulting in potentially materiffiedences in cash flows from operating activities.
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Allowance for Doubtful Accoun. We maintain allowances for doubtful accountsestimated losses resulting from the inability of ou
customers to make required payments. The allowforatoubtful accounts is based on specific idecdifion of customer accounts and our best
estimate of the likelihood of potential loss, takinto account such factors as the financial camdiand payment history of major customers.
We evaluate the collectibility of our receivablédemst quarterly. If the financial condition ofrazustomers were to deteriorate, resulting in an
impairment of their ability to make payments, aitdial allowances may be required. The differencedccbe material and could significantly
impact cash flows from operating activities.

Valuation of Intangible Assetg/e evaluate the carrying value of our long-livededs for impairment whenever events or changes in
circumstances indicate that such carrying valueg ma& be recoverable. We use our best judgmentbase¢he current facts and circumstances
relating to our business when determining whethgrsagnificant impairment factors exist. We consitlee following factors or conditions,
among others, that could indicate the need formgrairment review:

- significant under performance relative to expedtistbrical or projected future operating rest
« market projections for cancer research technology;

« our ability to obtain patents, including contingatipatents, on technolog

- significant changes in our strategic business ébjex and utilization of the assets;

» significant negative industry or economic trendsjuding legal factors; ar

« potential for strategic partnerships for the depeient of our patented technology.

If we determine that the carrying values of longeti assets may not be recoverable based uponitteree of one or more of the above
indicators of impairment, our management performsradiscounted cash flow analysis to determinmairment exists. If impairment exists,
we measure the impairment based on the differeatveden the asset’s carrying amount and its fairejednd the impairment is charged to
operations in the period in which the long-livedetampairment is determined by management. Basexipanalysis, we determined the
intangible asset of the CIT technology was impaard recorded an impairment charge for the rem@icémrying value of this long-lived asset
as of December 31, 2010.

The carrying value of our investment in JPI repnésé our 97.4 % ownership interest in JPI, accaufdgeunder the cost method. The
ownership interest is not adjusted to fair valuearcurring basis. Each reporting period we asskthe fair value of our ownership interest in
JPI in accordance with FASB ASC 325-28-paragraphs 1A and 2. At least annually, we cohdn impairment analysis in accordance witt
provisions within FASB ASC 320-10-35 paragraphgt#bugh 32.

Revenue RecognitioRevenues from the wholesale sales of our produetsegognized when persuasive evidence of an anaegt exists,
title and risk of loss have passed to the buyerptiice is fixed or readily determinable and cdl@tis reasonably assured.

During 2009 and 2010, we entered into severaliligion agreements for various geographic locatieitls third parties. Under the terms of
some of the agreements, we sell products to thehditor at a base price that is the greater ékedfamount (as defined in each agreement) or
50% of the distributor’s invoiced Net Sales prias {lefined) to its customers. The distributor éaireed to provide us quarterly reconciliations
of the distributor’s actual invoiced prices at whitme the price becomes fixed and determinablesyJntil the price is fixed and
determinable, we defer the recognition of reverureter these arrangements.
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Deferred TaxesWe record a valuation allowance to reduce the defieiax assets to the amount that is more likedy ot to be realized. We
have considered estimated future taxable incomeoagding tax planning strategies in assessingriwuat needed for the valuation
allowance. Based on these estimates, all of owrokf tax assets have been reserved.

Litigation. We account for litigation losses in accordance waithounting principles generally accepted in théddnStates, (“GAAP”), loss
contingency provisions are recorded for probabésds at management’s best estimate of a loss,@r abest estimate cannot be made, a
minimum loss contingency amount is recorded. Tlessienates are often initially developed substagtisdrlier than when the ultimate loss is
known, and the estimates are refined each accaypériod, as additional information is known. Addiogly, we often are initially unable to
develop a best estimate of loss; therefore, thénmoim amount, which could be zero, is recorded.rsrimation becomes known, either the
minimum loss amount is increased or a best estigaiehe made, resulting in additional loss provisidccasionally, a best estimate amot
changed to a lower amount when events result ixaectation of a more favorable outcome than preshoexpected. Due to the nature of
current litigation matters, the factors that colelald to changes in loss reserves might change lguackl the range of actual losses could be
significant, which could materially impact our colidated results of operations and cash flows foparating activities.

Stock-Based Compensation Experdkissuances of our common stock for non-cash iaration have been assigned a per share amount
equaling either the market value of the sharesibsu the value of consideration received, whiché&enore readily determinable. The
majority of non-cash consideration received pest&ainservices rendered by consultants and otherbasbeen valued at the market value of
the shares on the measurement date.

We account for equity instruments issued to coastdtand vendors in exchange for goods and semigordance with ASC 505. The
measurement date for the fair value of the equgyruments issued is determined at the earlig) ti€ date at which a commitment for
performance by the consultant or vendor is reach€) the date at which the consultant or vendgérformance is complete. In the case of
equity instruments issued to consultants, theviaiue of the equity instrument is recognized oherterm of the consulting agreement.

We account for equity awards issued to employelafing ASC 718 which requires a public entity teasure the cost of employee services
received in exchange for an award of equity insemts, including stock options, based on the grate-thir value of the award and to
recognize the portion expected to vest as compensatpense over the period the employee is redjrgrovide service in exchange for the
award, usually the vesting period.

Beneficial Conversion Featur In certain instances, we enter into convertildtes that provide for an effective or actual rdteanversion
that is below market value, and the embedded csiorefeature does not qualify for derivative treatrin(a “BCF”). In these instances, we
account for the value of the BCF as a debt discouich is then amortized to expense over thedifthe related debt using the straight-line
method which approximates the effective interesthod:

Derivative Financial InstrumentWe apply the provisions of FASB ASC 815-Tikrivatives and Hedgin(fASC 815-10").Derivatives withir
the scope of ASC 815-10 must be recorded on ttenbalsheet at fair value. During the year ende@déer 31, 2010, we issued convertible
debt with warrants and recorded derivative liaigifitrelated to a reset provision associated wirethbedded conversion feature of the
convertible debt and a reset provision associaiduthe exercise price of the warrants. We comphefair value of these derivative liabilities
on the grant date and various measurement dateg i Binomial Lattice option pricing model. Duethe reset provisions within the
embedded conversion feature and a reset provisgocated with the exercise price of the warraméshave determined that the Binomial
Lattice Model was most appropriate for valuing thasstruments.

Accounting for Debt Modifications and Extinguishis. If a debt modification is deemed to have been agiisired with debt instruments
that are substantially different, the modificatieraccounted for as a debt extinguishment in acrare with FASB ASC 470-50, whereby the
new debt instrument is initially recorded at fa@we, and that amount is used to determine theedeliguishment gain or loss to be recogni
and the effective rate of the new instrument.héf present value of the cash flows under the tefrttsee new debt instrument is at least ten
percent different from the present value of theaimg cash flows under the terms of the originatiument, the modification is deemed to
have been accomplished with debt instruments tigasbstantially different. If it is determined thiae present values of the original and new
debt instruments are not substantially differementa new effective interest rate is determine@dbas the carrying amount of the original debt
instrument and the revised cash flows.
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Results of Operations

Year Ended December 31, 2010 Compared to Year Endé&kcember 31, 2009

Introduction

As noted above, we deconsolidated the operatiod®flocated in China, effective September 299208l comparative amounts shown
below are exclusive of the financial results of rpiens of JPI in 2009.

Net revenue
Cost of sale

Gross profi

Operating expense
Research and developm
Selling, general and administrati
Impairment of receivable from J
Impairment of intangible asset
Total operating expenses
Loss from operation
Other income (expense
Interest expens
Other expense, n
Change in fair value of derivative liabilitir
Impairment on investment in J
Loss on extinguishment of de
Loss on deconsolidation of J
Total other expense, net
Loss from operations before provisi
(benefit) for income taxe
Provision (benefit) for income tax
Net loss

* Percentage difference is over 10

Year Ended December 31 Difference
2010 2009 $ %
$ 231,66: 158,01° $ 73,64¢ 46.61%
46,32F 37,67: 8,65/ 22.9%%
185,33’ 120,34¢ 64,99 54.0(%
673,91¢ 552,39: 121,52° 22.0(%
9,882,73 6,565,19: 3,317,54. 50.5%%
2,675,00! - 2,675,00! 100.0(%
1,058,33: - 1,058,33: 100.0(%
14,289,98. 7,117,58 7,172,40. *
(14,104,65) (6,997,23) (7,107,41) &
(38,485,59) (2,423,27) (36,062,32) &
(13,619 (328,07) 314,45¢ -95.85%
(9,366,51)) 648,31 (10,014,82) &
(20,500,00) - (20,500,00) 100.0(%
(3,241,47) - (3,241,47) 100.0(%
- (1,953,51) 1,953,511 -100.0(%
(71,607,20) (4,056,54) (67,550,65) &
(85,711,85) (11,053,78) (74,658,07) &
- (1,000 1,00( -100.0(%
$ (85,711,85) $ (11,052,78) $ (74,659,07) @
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Net Revenues

Net revenues for the year ended December 31, 2@$0231,662 compared to $158,017 for the samedoerip009. This increase of 47%

due to increased orders for the Onko-Sure® test Kituring fiscal 2010 and 2009, we had four amddttustomers, respectively which
represented approximately 94% and 92%, respectofedyir net revenues. For the year ended DeceBihet010 and 2009, two customers
were based in the U.S. and represented approxiyrz@eb and 27%, respectively of our net revenuest@ndcustomers were based outside the
U.S. and represented approximately 35% and 65%ectisely of our net revenues. Revenues were pifiynearned from the sale of Onko-
Sure® test kits. Our goal is to enter into addiiloexclusive or non-exclusive distribution agreetadar various regions, and due to our overall
commercialization efforts, we expect that sales$ widrease in 2011.

In our effort to make progress in the marketing distkibuting our Onko-Sure test in the India markee executed a distribution agreement
with Jaiva Guar Diagno (“JaivaGD”). Due to the iiligp of JaivaGD to obtain adequate financing, abtgovernmental as well as private
support for the launch of Onksure in India, JaivaGD substantially reduced thaichase forecast for FY 2011. At this time, Jaiba& unabl
to forecast the timing or the number, if any, ofkO+Bure test kits that will eventually be purchat®dhe India market.

Our expectations concerning future sales reprdsentird-looking statements that are subject toadentisks and uncertainties which could
result in sales below those achieved in previoumgs. Sales of Onko-Sure® test kits in 2011 cddchegatively impacted by potential
competing products, lack of adequate supply andadiv@arket acceptance of our products.

We have a limited supply of one of the key compdsefthe Onko-Sure® test kit. The anti-fibrinogd®P is limited in supply and additional
guantities cannot be purchased. We currently haeddts remaining which are estimated to produge@dmately 21,000 kits. Based on our
current and anticipated orders, this supply is adtgyto fill all orders in hand. Although we argestigating alternatives or outsourcing this
component so that we are in a position to havenéimited supply of Onko-Sure® in the future, we tahassure that this anti-fiborinogen-HRP
replacement will be completed.

Gross Profit

Gross profit increased approximately 54% to $18B,88 the year ended December 31, 2010 from $1%0{8dthe year ended December
2009 due to increased sales volume of the Onko®&stest kit.

The major components of cost of sales include ratenals, wages and salary and production overhPaoduction overhead is comprised of
depreciation of manufacturing equipment, utilittesl repairs and maintenance.

Research and Development

All research and development costs are comprisédnaling the necessary research and developmehe @nko-Sure® test kit for the
USFDA. During the year ended December 31, 20Hineurred $673,918 on research and developmewinegs related to the Onko-Sure®
test kit, compared to $552,391 for the same pand@009. This is an increase of approximately 2@#ich is primarily due to increased
studies of our product.

We expect research and development expendituiesrease during 2011 due to:
« Additional staff and consultants needed to supaoiincrease in sale

- Additional costs involved with consultants and ersk conducted with CLIA Laboratories to expandtioa clinical utility of Onko-
Sure®;

« Costs necessary to conduct additional clinicalistid

- Additional collaboration costs to cover validatiointhis product for other types of cancers worldsyiend

« Additional consultant costs to get a current procabterminology (“CPT”) code for the test to bereced by insurance policies.
Selling, General and Administrative
Selling, general and administrative expenses w@j@8®,737 for the year ended December 31, 2010rapared to $6,565,193 in 2009.

Selling, general and administrative expenses copsisarily of consulting (including financial coming) and legal expenses, director and
commitment fees, regulatory compliance, patentgutiin, payroll, payroll taxes, investor and pubétations, professional fees, and stock
exchange and shareholder services expenses. ddcindelling, general and administrative expemga® non-cash expenses incurred during
the years ended December 31, 2010 and 2009, resgecof $3,222,589 and $593,279 for common stagkions and warrants issued to
consultants for services and $2,018,458 and $795@8ptions issued to employees and directors.ifbrease in selling, general and
administrative expenses is primarily due to inceeafscash and noncash expenses of investor retagiott secondarily due to increased
accounting and other professional fees. The ise® these categories are related to the foaimgls of convertible debt financings during
year ended December 31, 2010 and the extensive ao8EC correspondence and Registration Staterderityy fiscal year 2010. Tt
decrease in the remaining categories of the seljjageral and administrative expenses is due tageamer’s continued efforts to mana



selling, general and administrative expenses.
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The table below details the major components difgglgeneral and administrative expenses incurred:

For the year ended
December 31

2010 2009 $ Change %

Investor relations (including value (warrants/common stoc
shares $ 337684 $ 975,93t $ 2,400,901 24€%
Salary and wages (including value of optic 3,247,65. 2,606,33! 641,32! 25%
Accounting and other professional fe 2,101,40. 1,618,06! 483,33! 30%
Directors fees (including value of optior 250,14 378,52: (128,379 -34%
Rent and office expens 205,19¢ 177,38 27,81 16%
Employee benefit 134,05¢ 129,61: 4,44¢ 3%
Travel and entertainme 206,74! 150,30 56,43¢ 38%
Insurance 76,35( 175,28( (98,930 -56%
Taxes and license 87,26! 96,47¢ (9,21%) -10%
Other 197,08! 257,27¢ (60,197 -23%
Total $ 988273 $ 656519 $ 3,317,54 51%

Impairments

In addition, we fully impaired the carrying valuktbe intangible asset of $1,058,333 and reservedemaining balance of the receivable f
JPI in amount of $2,675,000 as an impairment oaivable from JPI.

Other Income (Expense)

The increase of approximately $67.6 million in tatther expenses, net is primarily due to approxétyeb36.1 million increase in interest
expense due to the interest penalties, triggenmegts, issuance of debt instruments and warraritsdeirivative liabilities and amortization of
the related debt discounts and debt issuance eggisoximately $3.2 million increase in loss onirtiishment of debt, loss of approximately

$10 million from change in fair value of derivatiliabilities, and an impairment on investment c0%million for the year ended December
31, 2010, offset by the non recurring 2009 Lossleconsolidation of JPI.

Interest Expenst
Interest expense for the years ended Decembei030, &hd 2009 was $38,485,599 and $2,423,271, rixsglgc
Interest expense increased due to contractualaildigs of the notes, the issuance of convertibbg ohstruments with embedded conversion

features and warrants treated as derivative ltadsli penalties related to trigger events or défaarh convertible debt, and the amortization of
debt discounts and debt issuance costs duringediegnded December 31, 2010.
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The significant increase in interest expense imarily due to (i) $11,905,244 in excess fair vatfi¢he debt discount, recorded at origination,
for the four closings in 2010 for the derivativesaciated with the conversion feature and warréiit$2,682,576 related to additional interest
and penalties recorded as derivative liabilitiestfie embedded conversion feature associated gtintremental principal and accrued inte
added to the outstanding balance of the conventiblg; (i) $8,207,030 in penalties added to thagipal due to trigger events and penalties
related to the forbearance agreement, and (ivAFE3950 of amortization of debt discounts and dehtance costs on convertible debt bala
(see the following table).

[1] [2].(4] [3]

Fair Value of
Derivatives in Penalties Interest and Amortization Amortization
Excess of Det Added To Penalties adde of Debt of Debt
Discounts Principal to Derivatives  Issuance Cos Discount Total
[7] [7] (8] (8]
Senior Notes
December 200 $ - 9% - $ - $ 169,94 $ 318,17¢ $ 488,12
January 200! - - - 119,27¢ 327,80¢ 447,08
May 2009 - - - 348,27¢ 782,04: 1,130,31!
June 200¢ - - - 128,38t 273,36t 401,75:
Other - 187 - 77,56¢ 140,36: 218,11¢
Convertible Debt
September 200 - 113,26¢ - 410,45 1,741,911 2,265,63.
St. George - 50,00( 12,597 35,00( 393,68: 491,27¢
1st Closing - 861,81 325,72 112,00( 651,16! 1,950,70!
2nd Closinc 3,968,02 3,953,311 1,240,35! 315,22: 3,811,79. 13,288,71
3rd Closing 7,414,30 2,748,33. 962,11: 227,18¢ 2,571,65. 13,923,59
4th Closing 522,90¢ 480,10t 141,78( 39,33: 485,34 1,669,46!
Incremental Cost of Shares a
Warrants[5] 81,78(
Interest on Debt (excluding
amounts added to principal
[6] 2,129,01!
Total Interest expense $ 11,90524 $ 8,207,030 $ 268257 $ 198265 $ 1149729 $ 38,485,59
[1] This amount represents the excess fair valdleeoflebt discount related to the derivative ligpiissociated with the
embedded conversion feature and warrants (see@\aftéhe accompanying consolidated financial staets).
[2] This amount represents additional penalty isterad/or accrued interest added directly to thstanding prinicipal of the

convertible debt for trigger events and penaltiddea related to the forbearance agreement (see8\aftthe accompanying
consolidated financial statement

[3] This amount represents additional interest receghfar the increase in principal balance associaiddthe embedde
conversion feature of the First, Second, Third, Badrth Closings as a result of the Trigger Evéste Note 8 of the
accompanying consolidated financial stateme

[4] This amount includes $410,000 of additional penadgognized for the default related to the reditrerights agreements
a result of not being declared effective relatetheoFirst, Second, Third, and Fourth Closingsdfa®

[5] This amount represents the incremental costecided with the additional shares and warrantgeigsn connection with the
2008 convertible debt that occurred during Q2 df!

[6] This amount represents the interest portiomefdebt based on the respective interest ratested im Note 8, during the
year ended December 31, 20
Sum of [7]

14,587,82( Total interest expense related to fair value ofvédive instruments grante

Sum of [8] 13,479,95( Total amortization of debt discount and debt isseagosts
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Loss from Discontinued Operatior
Summarized operating results of discontinued opmraifor the period January 1, 2009 through June@69 (date of sale) are as follows:

Period Ended
December 31
2009
Revenue $ 594,83
Income (loss) before income tax $ 277,74

Included in loss from discontinued operations,aretincome tax expenses of $30,717 for the pedadary 1, 2009 through June 26, 2009
(date of sale). YYB's tax rate was 15% through 20i8ccordance with the “Western Region Developn@aricession Policy” of the PRC
government.

Loss from continuing operation

For the year ended December 31, 2010 the Comp&rssdrom continuing operations was $85,711,85@®2r88) per share compared to the
year ended December 31, 2009 when the Con’s loss from continuing operations was $12,461,203%$0.75) per share.

Liquidity and Capital Resources

For the year ended December 31, 2010, the Compaasglsincreased by $41,236 to $53,381, comparadhé&i decrease in cash and cash
equivalents of $2,275,138 to $12,145 for the saer®d in 2009.

Historically, our operations have not been a soofdiguidity. At December 31, 2010, we had a sfg@int amount of relatively short term
indebtedness that was in default or past due anshayebe unable to satisfy our obligations to pagriest and principal thereon. As of
December 31, 2010, we had the following approxinsa@unts of outstanding short term indebtedness:

(i)  Accrued interest of approximately $2,210,0

(i) Approximately $364,000 in unsecured convertibleesdiearing default interest at 10% per annum isextéo 18% per annum due
failure to pay the Notes by September 29, 201Ce ($ate 8 of the accompanying consolidated finarst@lements.) As of May 20,
2011, $317,500 of this amount was converted intweshof our common stock (see Note 16 of the aceogipg consolidated financial
statements)

(iiiy Approximately $18.7 million in unsecuredmvertible notes bearing interest at 12% per annioioneased to 18% per annum upon the
occurrence of trigger event, due one year fromaigsa. During the year ended December 31, 201(@rtheipal increased by
approximately $9.4 million due to trigger eventsl aefault. These convertible notes are relateduo ¢losings during March and April
of 2010. As of May 20, 2011, approximately $17.ifliom of this amount was converted into sharesaf common stock (see Note 16
of the accompanying consolidated financial statds)e

(iv) A $140,000 unsecured bridge loan bearing intetes2% per annum increased to 18% per annum duertpayment which was dt
October 9, 2009. During the year ended Decembge2@Il0, the principal increased by approximately,880 due to default. As of
May 20, 2011, this amount was converted into shafesir common stock (see Note 16 of the accompangonsolidated financial
statements,

(v) Approximately $4.4 million in senior unseedrpromissory notes bearing interest at 18% intepagable quarterly in cash, which are
due between December 2010 and May 2011. Duringeheended December 31, 2010, the principal inedthg approximately
$888,000 (which is recorded as loss on extinguistiimeaccordance with relevant accounting guidanice) to failure to pay interest
due on December 1, 2009 or March 1, 2010. In aalegsolve the defaults and to preserve as mudhampossible for operations,
management put together various exchange agreeftieat®ebt Exchanges") to enter into with its thebt holders, which was subject
to shareholder approval and NYSE Amex approvaliohshare issuances, pursuant to which the detieisolvould exchange their
outstanding Notes or other obligations for shafdb@® Company's common stock. (See Note 8 of therapanying consolidated
financial statements.) As of May 20, 2011, apprately $4.39 million of this amount was convertetbishares of our common stock
(see Note 16 of the accompanying consolidated fiiahstatements).

46




We obtained stockholder approval on December 30 20Testructure and convert a significant portibthe indebtedness referred to in (ii)
through (v) above, and NYSE Amex approval on JanBaR011; however, there can be no assurancaticatindebtedness will be
restructured or converted into equity, which ishat debt holder’s discretion. Absent full convensof these debts or the receipt of a new
financing or series of financings, our current eyi@ins do not generate sufficient cash to payrterést and principal on these obligations
when they become due. Accordingly, there can bassarance that we will be able to pay these or atigations which we may incur in the
future. As of May 20, 2011, 95% of the notes pégabpresenting $22,523,241 in principal and $2,083 in interest were converted into
60,064,210 shares of our common stock (see Not# tte: accompanying consolidated financial stateds)en

In addition, in January 2011 we secured $7,500i0@0oss proceeds pursuant to the sale of conleniites pursuant to a securities purchase
agreement (See Note 16 of the accompanying comgetidinancial statements). Net proceeds fronfittaacing were approximately
$6,820,000 and the aggregate principal amount 8a3%,500. Two required note payments of $843¢&th were made in March and April
2011, leaving a balance of approximately $6.75iamlbutstanding. On May 3, 2011, the Company d@aitemake the third installment and an
event of default occurred. Therefore, starting Mag011, the January 2011 Notes will accrue lategds at an interest rate of 24% per annum.
As of May 20, 2011, approximately $97,000 was aedriCurrently, all of the five investors have sutteti an Event of Default Redemption
Notice to the Company. In addition, the notesduide a registration penalty of 1.5% of the outstagdbalance per month for the sha

which are not registered. Approximately $126,50€egistration penalties were paid in April 20ahd $126,500 were accrued for May 2011.
The January 2011 Notes contain certain covenanishviticlude a cash reserve covenant whereby thep@ognshall maintain in its bank
accounts no less than $2,250,000 in unrestrictsd agall times. In addition, the January 2011e¥@greement restricts the use of proceeds tc
pay any other debt obligation.

Operating activities

Net cash in used in operating activities of coritiguwoperations in the year ended December 31, 2048 $7,112,307 compared with cash L
in operating activities of continuing operations$a;184,870 for the same period in 2009.

The primary use of cash in operations during ther y@ded December 31, 2010 and 2009 was the medvi@pproximately $85.7 million and
$12.5 million, respectively. The effect of the teds during the year ended December 31, 2010 wéslpaoffset by significant non-cash
activity such as:

0] approximately $13.5 million for the amortizationd#bt issuance costs and debt discot

(i) approximately $2.0 million for the fair value oftogns granted to employees and directors for ser

(i) approximately $3.2 million representitige fair market value of common stock, warrants epiibns expensed for services,

(iv) approximately $8.2 million related to atilohal principal added for triggering events, dothearance agreements,
(V) approximately $1.0 million representing impairmehtntangible asse
(vi) approximately $2.7 million representing reservetmnloans to JP

(vii) approximately $20.5 million representimgpairment charge on investment in JPI,
(viii)  approximately $3.2 million representitmss on extinguishment of debt, and
(ix) approximately $14.6 million representing intereghense related to fair value of derivative instratseggranted, an

x) approximately $9.4 million representing the chamggair value of the derivative liabilitie:
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Investing activitie:

We used $27,990 in investing activities from couitig operations in the year ended December 31, 20dtpared with $1,797,723 for the
same period in 2009. The primary reason for thegbavas less equipment was purchased in 2010 cechpa2009. For the year ended
December 31, 2009, JJB made capital improvemeritetofacilities and purchased equipment in anrefo regain JJB GMP certification fc
JJB’s small injectible manufacturing lines. Renawas necessary for GMP recertification of the fiaciat JIB were completed and
recertification was received in the second quat®009. In 2009, we also acquired lab and offigeipment for the Company’s U.S. facility to
support the Company’s Onko-Sure® test kit initiativ

In addition, in 2009 we deconsolidated JPI and$&&2|658 of cash used in the divesting from the dsglidation of the subsidiary and we used
$852,955 in investing activities of the discontidumperations.

Financing activities

Net cash provided by financing activities from déoning operations was $7,181,533 for the year erf@fezember 31, 2010, primari

consisting of the net proceeds of $6,308,000 freeigsuance of convertible debt, and net procek#i8 48,533 from the exercise of warrants
into common stock. Net cash provided by financiotivities was $3,464,468 for the year ended DecerBhe2009, primarily consisting of the
net proceeds of $520,556 from the issuance of atibleedebt, net proceeds of $2,088,592 from teaasice of senior debt, and net proceeds of
$812,320 from the issuance of common stock.

Our cash position was significantly improved by #famuary 2011 Convertible Promissory Notes finapainvhich we raised net proceeds of
$6.8 million (see Note 16 of the accompanying ctidated financial statements).

As of May 20, 2011, we had $2.21 million of cashhamd. The 2011 Notes contain certain covenantshwhclude a cash reserve covenant
whereby the Company shall maintain in its bank aot®no less than $2,250,000 in unrestricted caah @Bmes. In addition, the January 2011
Notes agreement restricts the use of proceedsytampaother debt obligatiol

Future Capital Needs

We expect to incur additional capital expenditure2011 in the form of upgrading our informatiocheology systems, further development of
the Onko-Sure® test kit and upgrading manufactulimgs in Tustin. These projects will be fundedmarily through additional debt or equity
financing.

Off-Balance Sheet Arrangements

We are not party to any offalance sheet arrangements, however, we have eregeitain contractual indemnities and guaranteeter whicl
we may be required to make payments to a guarantei@edemnified party. We have agreed to indemaify directors, officers, employees &
agents to the maximum extent permitted under the & the State of Delaware. In connection wittegan facility lease, we have indemnif
our lessor for certain claims arising from the akthe facilities. Pursuant to the Sale and Puseh&greement, we have indemnified the hol
of registrable securities for any claims or logssulting from any untrue, allegedly untrue or eggling statement made in a registration
statement, prospectus or similar document. Additily, we have agreed to indemnify the former owrarJP| against losses up to a maxin
of $2,500,000 for damages resulting from breactepfesentations or warranties in connection wieéhdRl acquisition. The duration of the
guarantees and indemnities varies, and in manyséasedefinite. These guarantees and indemrdiesot provide for any limitation of the
maximum potential future payments we could be athéid to make. Historically, we have not been attéid to make any payments for these
obligations and no liabilities have been recordmdtiese indemnities and guarantees in the accoyimgaoonsolidated balance sheets.

On February 2, 2011, JPI closed a $900,000 finanihe “Bridge Financing”). In connection with thiwsing of the Bridge Financing, JPI
issued Convertible Debentures to six accreditedstors’ in the aggregate principal amount of $900,@he “JPI Debentures”). As part of the
agreement, the Company secured the JPI Debentitregsaxcommon stock in the event that the JPI dadscomplete a reverse merger or o
event which results in its stock becoming publithded on a U.S. equity market within one yearrdfte closing of the Bridge Financing (the
“Going Public Deadline”). The JPI Debentures cablen be exchanged for common shares of our comgiaaygonversion price of $0.28 per
share (the “RPC Conversion Price”) unless a mgjafithe holders of the Debentures consent in mgito an extension of the Going Public
Deadline; provided, however, that the Going Pubiiadline shall not be extended for more than sirtimoin total. The RPC Conversion
Price is subject to full ratchet anti-dilution peotion.

48




Going Concern

The consolidated financial statements have begraped assuming we will continue as a going conaghich contemplates, the realization of
assets and satisfaction of liabilities in the ndrotaurse of business. We incurred losses befomdiued operations of $85,711,853 and
$12,461,903 for the years ended December 31, 204 @@09, respectively, and had an accumulateditefi$138,150,406 at December 31,
2010. In addition, we used cash from operatingvéiets of continuing operations of $7,112,307 foe tyear ended December 31, 2010. These
factors raise substantial doubt about our abititgdntinue as a going concern.

Our monthly cash requirement of $550,000 for opegaexpenses does not include any extraordinanysiter expenditures, including cash
payments on the 2011 financing, which began in M&@11, payments for research on clinical triatsofiaor Onko-Sure® test kit, research
conducted through CLIA Laboratories or expenditugdated to further development of the CIT techgglaas no significant expenditures are
anticipated other than recurring legal fees inaliirefurtherance to of patent protection for thd @chnology.

We raised net proceeds of approximately $6.3 miliioconnection with convertible note and warramtchase agreements during the year
ended December 31, 2010. Additionally, in 2010 ferened a new wholly-owned subsidiary, NuVax for tteselopment of our CIT
technology. We are actively securing additionafriistion agreements in 2011 for our Onko-Sure® kés.

Management’s plans include seeking financing, cmsiga of certain existing debt to common stockaalies or other partnership agreements
with entities interested in our technologies, drentbusiness transactions that would generatecgrifiresources to assure continuation of our
operations and research and development programs.

There are significant risks and uncertainties witichld negatively affect our operations. Thesepairgcipally related to (i) the absence of
substantive distribution network for our Onko-Suregt kits, (ii) the absence of any commitmentfrar orders from our distributors,

(iii) existing and possible additional defaultseixisting indebtedness, and (iv) failure to meetrapenal covenants in existing financing
agreements which would trigger additional defaattpenalties. Our limited sales to date for the @Bkire® test kit make it impossible to
identify any trends in our business prospects. ldeee, if either AcuVector and/or the UniversityAiberta is successful in their claims, we
may be liable for substantial damages, our righthi¢ CIT technology will be adversely affectedd aur future prospects for licensing the CIT
technology will be significantly impaired.

Our only sources of additional funds to meet caritig operating expenses, fund additional reseandhdavelopment and fund additional
working capital are through the sale of securitégsgl/or debt instruments. We are actively seekdditimnal debt or equity financing, but no
assurances can be given that such financing witltained or what the terms thereof will be. We magd to discontinue a portion or all of
operations if we are unsuccessful in generatingiipesash flow or financing for our operationsdahgh the issuance of securities.

ltem 7A. Quantitative and Qualitative DisclosuresAbout Market Risk

Not applicable
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

Board of Directors and Stockholders
Radient Pharmaceuticals Corporation

We have audited the accompanying consolidated balsimeets of Radient Pharmaceuticals Corporatidrsalosidiaries (the “Company”) as of
December 31, 2010 and 2009, and the related cdiasetl statements of operations, stockholders’ g{dsdficit) and comprehensive loss, and
cash flows for the years then ended. These catadeli financial statements are the responsibifith@ Company’s management. Our
responsibility is to express an opinion on thesesobdated financial statements based on our audits

We conducted our audits in accordance with thedstais of the Public Company Accounting OversighamBlgUnited States). Those stand:
require that we plan and perform the audits toiobtasonable assurance about whether the consaliflaancial statements are free of
material misstatement. The Company has deterntiradt is not required to have, nor were we endageperform, an audit of its internal
control over financial reporting. Our audits indad consideration of internal control over finahogporting as a basis for designing audit
procedures that are appropriate in the circumstrmé not for the purpose of expressing an opiniothe effectiveness of the Company’s
internal control over financial reporting. Accandly, we express no such opinion. An audit alstuides examining, on a test basis, evidence
supporting the amounts and disclosures in the didiaded financial statements. An audit also inchidssessing the accounting principles used
and significant estimates made by management, khasvevaluating the overall financial statememggntation. We believe that our audits
provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statetaepferred to above present fairly, in all materégpects, the consolidated financial position
of Radient Pharmaceuticals Corporation and sulisidias of December 31, 2010 and 2009, and théseduheir operations and their cash
flows for the years then ended in conformity witit@unting principles generally accepted in the &thiBtates of America.

As described in Note 16 to the consolidated finalnsatements, on May 3, 2011, the Company fadeddke the third installment on the
January 2011 Notes and an event of default occurred

The accompanying consolidated financial statemleawe been prepared assuming the Company will aomtis a going concern. As more fi
described in Note 1 to the consolidated finandetesnents, the Company has incurred significantatjpey losses, had negative cash flows
from operations in 2010 and 2009, and has a workamital deficit of approximately $53 million at BEmber 31, 2010. These items raise
substantial doubt about the Company’s ability totoae as a going concern. Management’s plansgarceto these matters are also described
in Note 1. The consolidated financial statementsalonclude any adjustments relating to the recalyility and classification of asset carrying
amounts or the amount and classification of litibsi that might result should the Company be unebé®ntinue as a going concern.

/s/ KMJ Corbin & Company LLP
KMJ Corbin & Company LLP

Costa Mesa, California
May 24, 2011
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RADIENT PHARMACUETICALS CORPORATION
CONSOLIDATED BALANCE SHEETS

December 31

2010 2009
ASSETS
Current assets:
Cash $ 53,38. $ 12,14t
Accounts receivable, net of allowance of 2,60: -
Inventories 82,90« 79,25¢
Prepaid expenses and other current a: 134,91! 57,77¢
Prepaid consultin 330,99¢ 358,66
Debt issuance cos 170,82° 692,96
Total current assets 775,62¢ 1,200,81.
Property and equipment, r 75,96: 83,54
Intangible assets, n - 1,158,33:
Receivable from JPI, net of allowan
of $5,350,000 and $2,675,0(at December 31, 2010 and 2009, respecti - 2,675,001
Investment in JP - 20,500,00
Debt issuance cost, net of current port - 595,94
Other asset 5,37( 105,45
Total assets $ 856,96( $ 26,319,08
LIABILITIES AND STOCKHOLDERS ' EQUITY (DEFICIT)
Current liabilities:
Accounts payable and accrued expel $ 106576 $ 1,542,97
Accrued salaries and wag 294,60« 738,33
Accrued interest expen: 2,209,73. 432,33
Derivative liabilities 29,065,86 354,75t
Deferred revenu 24, 75( 103,12¢
Convertible note, net of discount of $2,415,647 $a®M00,649
at December 31, 2010 and 2009, respecti\ 16,509,28 240,48
Current portion of notes payab
net of discount of $0 and $1,718,0:at December 31, 2010 and 2009, respecti\ 4,581,92. 1,316,66
Total current liabilities 53,751,93 4,728,67
Other lon¢-term liabilities - 295,83(
Notes payable, net of current portion of $0 an®$8,661.
at December 31, 2010 and 2009, respectively, - 601,81¢
Total liabilities 53,751,93 5,626,32
Commitments and contingencie:
Stockholders' equity (deficit):
Preferred stock, $0.001 par value; 25,000,000 sterthorized
none issued and outstand| - -
Common stock, $0.001 par value; 200,000,000 an¢DDOQO0OC
shares authorized at December 31, 2010 and 208f%ctvely, 38,402,173 and 22,682,116 shares
issued at December 31, 2010 and 2009, respecti®@é)$02,173 and 22,265,441 shares outstandi
December 31, 2010 and 2009, respecti' 37,50: 22,26
Additional paic-in capital 85,217,93 73,109,04
Accumulated defici (138,150,40) (52,438,55)
Total stockholders’ equity (deficit) (52,894,97) 20,692,76
Total liabilities and stockholders’ equity (deficit) $ 856,96( $ 26,319,08

See accompanying notes to consolidated financisents.
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RADIENT PHARMACUETICALS CORPORATION
CONSOLIDATED STATEMENTS OF OPERATIONS

Year ended December 31

2010 2009
Net revenue $ 231,66: $  8,627,66!
Cost of sales 46,32¢ 5,360,21.
Gross profit 185,33’ 3,267,45!
Operating expense
Research and developms 673,91¢ 563,69(
Selling, general and administrati 9,882,73 10,936,78
Impairment of receivable from J 2,675,001 -
Impairment of intangible ass 1,058,33 -
Total operating expenses 14,289,98 11,500,47
Loss from operations (14,104,65) (8,233,02)
Other income (expense
Interest expens (38,485,59) (2,596,601
Other expense, n (13,619 (328,07)
Change in fair value of derivative liabiliti (9,366,51) 648,31:
Impairment on investment in J (20,500,00) -
Loss on extinguishment of de (3,241,47) -
Loss on deconsolidation of J - (1,953,51)
Total other expense, net (71,607,20) (4,229,880
Loss before provision for income tax (85,711,85) (12,462,90)
Provision for income taxe - (1,000
Loss before discontinued operatic (85,711,85) (12,461,90)
Loss from discontinued operations, net of providmr - (4,157,15)
income taxes of $20,1]
Net loss $ (85,711,85) $ (16,619,05)
Basic and diluted loss per common st
Loss before discontinued operatic $ (2.8¢) $ (0.75)
Loss from discontinued operatio $ - $ (0.25)
Net loss $ (2.8¢) $ (1.00)
Weighted average common shares outstanding — hadidiluted 29,727,42 16,680,94

See accompanying notes to consolidated financitdsents.
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RADIENT PHARMACUETICALS CORPORATION
CONSOLIDATED STATEMENTS OF STOCKHOLDERS'’ EQUITY (DE FICIT) AND COMPREHENSIVE LOSS
For The Years Ended December 31, 2010 and 2009

Accumulated Total
Additional Other Stockholders’
Common Stock Preferred Stock Paid-in  Comprehensive Accumulated Equity
Shares  Amount Shares  Amount Capital Income (Loss) Deficit (Deficit)
Balance, January 1, 20  15,826,07. $ 15,82¢ -9 - $68,192,41 $ 2,443,45. $ (35,706,83) $ 34,944,85
Common stock issued for
consulting service 1,437,121 1,43¢ - - 650,39( - - 651,82¢
Share-based employee ar
director compensatic - - - - 666,62! - - 666,62:

Estimated fair value ¢

warrants issued to broke

for debt issuance - - - - 1,975,92! - - 1,975,92!
Estimated fair value ¢

warrants and options

issued to third parties

for services - - - - 35,62 - - 35,62t
Common stock granted as

compensation to memb

of the Company's Boarc

of Directors 120,00( 12C - - 71,88( - - 72,00(
Stock option modificatiol - - - - 129,36( - - 129,36(
Voluntary conversion of

debt 1,342,95 1,342 - - 1,090,44 - - 1,091,78!
Common stock sold fc

cash 3,289,28! 3,28¢ - - 809,03: - - 812,32(

Derivative liability in
connection with stock

offering - - - - (509,839 - - (509,839
Common stock issued
note holder due to defat 250,00( 25C - - 72,50( - - 72,75(

Adoption of change in

accounting principal

related to derivative - - - - (209,16¢)
Reclassification o

derivative liability upon

expiration of share

adjustment term - - - - 133,86¢ - - 133,86¢
Reclassification of

adjustment of

accumulated translation

gains in connection with

deconsolidation and sal

(110,66:) (319,82)

of YYB - - - - - (2,443,45) - (2,443,45)
Net loss - - - - - - (16,621,05) (16,621,05)
Balance, December 3

2009 22,265,44 $ 22,26° -9 - $73,109,04 $ - $ (52,438,55) % 20,692,76
Common stock issued for

consulting service 4,892,841 4,89¢ - - 2,790,02! - - 2,794,92.
Shar-basecemployee an

director compensatic - - - - 2,018,45! - - 2,018,45!

Settlement of accounts

payable 160,71- 161 - - 44,83¢ - - 45,00(
Estimated fair value of

warrants and options

issued to third parties

for services - - - - 400,00( - - 400,00(
Voluntary conversion ¢

debt and accrued intere 7,729,311 7,72¢ - - 4,365,57! - - 4,373,30i
Exercise of warrant 2,453,85! 2,454 - - 871,07¢ - - 873,53

Reclassification of
derivative liability due tc



conversion of debt and

exercise of warrani - - - - 1,343,75: - - 1,343,75.
Beneficial conversiol

feature - - - - 275,14¢ - - 275,14¢
Net loss - - - - - - (85,711,85) (85,711,85)
Balance, December 31,

2010 37,502,177 $ 37,50: - $ - $85,217,93 $ - $(138,150,40) $ (52,894,97)

See accompanying notes to consolidated financitdsents.
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RADIENT PHARMACUETICALS CORPORATION
CONSOLIDATED STATEMENTS OF CASH FLOWS

Year Ended December 31
2010 2009

Cash flows from operating activitie

Net loss $ (85,711,85) $ (16,621,05)

Less: loss from discontinued operatic - (4,159,15)
(85,711,85) (12,461,90)

Adjustments to reconcile net loss before discomtthaperations to net cash used in operating desv

Depreciation and amortizatic 135,57¢ 1,095,77.
Amortization of debt discount and debt issuanceéx 13,479,95 1,770,37
Impairment of receivable from J 2,675,00! -
Impairment of intangible ass 1,058,33 -
Impairment on investment in J 20,500,00 -
Interest expense related to fair value of derivainstruments grante 14,587,82 35,55¢
Interest expense related to incremental value afeshand warrants issuec
former note holde! 81,78( -
Interest expense related to additional principalealfor penalties ar
triggering event 8,207,03! 192,13:
Loss on extinguishment of de 3,241,47! -
Shar-based compensation related to options granted pbogees, director
and consultants for servic 2,018,45! 795,98
Shar-based compensation related to common stock andimtarexpense
for service 3,222,58! 593,27¢
Gain on the settlement of accounts pay:i - (47,25))
Loss on deconsolidation of J - 1,953,511
Provision for bad debt - 1,890,76:
Change in fair value of derivative liabilitir 9,366,51! (648,31
Changes in operating assets and liabilil
Accounts receivabl (2,607) 4,489,78!
Inventories (3,649 122,67(
Prepaid expenses and other as 22,944 (3,890,72)
Accounts payable, accrued expenses, accrued sadamibwages and other l-term liabilities 86,701 1,228,48
Income taxes payab - (320,399
Deferred revenue (78,379 15,39
Net cash used in operating activities of continuapgration:s (7,112,30) (3,184,87))
Net cash provided by operating activities of digoored operation - 81,34.
Net cash used in operating activitie (7,112,30) (3,103,52)
Cash flows from investing activitie
Purchases of property and equipm (27,990 (1,744,06)
Cash balance divested from deconsolidation of slidryi - (53,659
Net cash used in investing activities of continuapgrations (27,990 (1,797,72)
Net cash used in investing activities of discorgithwperation - (852,951
Net cash used in investing activitie (27,990() (2,650,67)
Cash flows from financing activitie
Proceeds from issuance of bridge note, net of iE®Iaost: - 43,00(
Proceeds from issuance of convertible debt, neash offering cost 6,308,001 520,55¢
Proceeds from issuance of senior notes, net of affishing costs - 2,088,59.
Proceeds from issuance of common stock, net of afisting cost: - 812,32(
Proceeds from the exercise of warre 873,53: -
Net cash provided by financing activities of contirg operation: 7,181,53. 3,464,46:
Net cash provided by financing activities 7,181,53. 3,464,46
Effect of exchange rates on cz - 14,60(
Net change in cast 41,23¢ (2,275,13)
Cash, beginning of yeal 12,14¢ 2,287,28.
Cash, end of yea $ 53,38, $ 12,14¢

See Note 1 to consolidated financial statementsdpplemental cash flow information and non-castkesting and financing activities.

See accompanying notes to consolidated finan@ssients.
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NOTE 1 — ORGANIZATION AND SUMMARY OF SIGNIFICANT AC COUNTING POLICIES
Nature of Business

Since inception, Radient Pharmaceuticals Corpardtiee “Company”, or “Radient”, “we”, “our”, or “Ui$, a Delaware Corporation has been
engaged in the commercial development of and obtaivarious governmental regulatory approvals far proprietary diagnostic tumor-
marker test kit, Onko-Sure®, which detects the gmes of multiple types of cancer.

On September 25, 2009, the Company changed its frame’AMDL, Inc.” to “Radient Pharmaceuticals Can@tion.” The Company believes
“Radient Pharmaceuticals” as a brand name hasdenagile market appeal and reflects our new corpalia¢ction and branding statements.

Until September 2009, the Company was focused @pitbduction and distribution of pharmaceuticalduets through Jade Pharmaceuticals
Inc. (“JPI”) our subsidiary located in the PeoplRspublic of China. The Company recently refocusedusiness on the development,
manufacture and marketing of advanced, pioneeriaedical diagnostic products, including Onko-Sure®raprietary In-Vitro Diagnostic
(“IvD”") Cancer Test.

Due to several factors including deteriorationtgnrelationship with local management of JPI, tlen@any relinquished control over JPI and
converted its interest in JPI to that of an investtraccounted for under the cost method, effeGmgtember 29, 2009. Accordingly, since
September 29, 2009, the accounts and operatioigldfave been deconsolidated from these consdiidiatzncial statements.

During the third and fourth quarter of 2009, weasifioned certain business assets that we belidl’enable us to monetize such assets
through new partnerships, separate potential reveergers or possible sales. These special arsktdé: (i) our 97.4% ownership in China-
based pharmaceuticals business, Jade Pharmacetical“JP1”); and (i) our 100% ownership of aprietary cancer vaccine therapy
technology: Combined Immunogene Therapy (“CIT").

We continue to have 100% ownership of the Ellewaat) of advanced skin care products with proprjefamulations; however, we currently
intend to license or sell off our Elleuxe brandcosmetic products because our focus is on the dewent and marketing of our Onko-Sure®
test kit product and our CIT technology.

The Company is now actively engaged in the resedeyelopment, manufacturing, sale and marketinQrdéo-Sure®, a proprietary IVD
Cancer Test in the United States, Canada, Chinige, &urope, India, Korea, Taiwan, Vietnam and otharkets throughout the world. The
Company manufactures and distributes Onko-Surdf@fea€Company'’s licensed manufacturing facility lechat 2492 Walnut Avenue,

Suite 100, in Tustin, California. The Company drated States Food and Drug Administration (“USFDAGood Manufacturing Processes
("GMP"), approved manufacturing facility. The Conmyamaintains a current Device Manufacturing Liceisseied by the State of California,
Department of Health Services, Food and Drug Branch

Deconsolidation and Accounting of JPI in 2009
During the third quarter of 2009, it became appate@the Company’s management that the workingicglahip with management of its
operations in China was becoming increasingly is¢éhi Accordingly, the Company deemed it approptiageek alternative means of
monetizing its investment. There were severakisshat caused the Company to conclude accordimglyding, but not limited to:

« Lack of timely responses by the management in Cliimaquests by Company management for financiatrmation;

« Lack of responsiveness by management in Chinagieersts for transfer of Company funds to bank acsoumder corporate control;

« Lack of timely communication with Corporate managetnconcerning significant decisions made by mamage in China concernir
the disposal of the YYB subsidiary; a

« Lack of timely communication with corporate offisszoncerning operations in China.

Effective September 29, 2009 (the “Effective Dat&gsed on unanimous consent of the Company'’s lufatidectors and an executed binding
agreement (the “Agreement”) between the CompanyHiermdy Jia, Frank Zheng and Yuan Da Xia (colledyivthe “JPI Shareholders”), the
Company deconsolidated all accounts and operatbdBI.

As part of the agreement, the Company agreed toagge its shares of JPI for 28,000,000 non-votivagess of preferred stock, which
represents 100% of the outstanding preferred shexehange $730,946 in salaries, accrued by thep@oynas of September 29, 2009, into
730,946 shares of JPI's common stock, relinquistiiedights to past and future profits, surrendesad management positions and agreed to a
non-authoritative minority role on its board ofetitors.
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Effective September 29, 2009, the Company decaeteldl JP1 which was the date the Company ceadsa/toa controlling financial interest.

Based on the Company’s evaluation of relevant atiwog guidance, it was determined that the Comphdyot maintain significant influence
over the investee and, accordingly, recorded saabstment in accordance with the cost method. oigii, the Company maintains significant
economic ownership in JPI, based on its evaluaifats lack of ability to influence, lack of a roie policy and decision making, lack of
significant planned intercompany activity, amongestthings, the Company concluded that it wouldbegappropriate to account for such
investment in consolidation or under the equityhodtof accounting.

As of September 29, 2009, the Company recordedhtfestment in JPI at its fair value as of the ddtdeconsolidation and recorded a loss in
the consolidated statement of operations basebeditference between the sum of the fair valuthefconsideration received and the fair
value of the retained non-controlling interest, #mel carrying amount of JPI's assets and liabditiesuch date (as detailed below).

Consideration receive $ 3,405,941 (1)

Fair value of non-controlling interest, as of Sember 29, 2009 20,500,00 (2)
23,905,94

Net assets of JPI, as of September 29, : (25,859,46) (3)

Loss on deconsolidatic $  (1,953,51)

(1) Consideration consisted of the followir

a. As part of the Agreement, the Company agteecchange loans and advances to JPI totalirRp@F)00 for a 6% convertible
promissory note from JPI. These amounts were pusiycclassified as intercompany balances and editaghin consolidation. Dt
to the Company’s original evaluation of the coligitity of these amounts, the Company recordederve of $2,675,000 against
the amount due from JPI as of September 29, 20@8ing the year ended December 31, 2010, the ¢alidity of the receivable
from JPI became more uncertain and as a resul€ohepany increased its reserve on the receivat$g,8650,000 with a charge to
impairment on receivable from Ji

b. Salaries and related interest of $730,946 whiclevaecrued by the Company and exchanged for 7369d&s of JPI commc
stock.

(2) Upon deconsolidation, the Company conducted a tialuaf its investment. In determining the valuatiof the Compar’s interest ir
JPI at September 29, 2009, the most significantraptions, included the followin¢

. Sales growtl— based on managem'’s expectations and historical analysis, which idetl2010 sales of approximately $25M i
growth at a rate of 12.5% for 2011 and 2012 and 1@22013 and 2014. The estimated sales volumes t&sed on JPI's currently
manufactured products and also its human placedtact (“HPE”) products with an early 2011 launditel The timeline for the
launch of our HPE products was determined by at@riral personnel and consultants hired specifidallyssist with the
development of such produc

. Cost of sales/Gross Margin — Based on histoaoalysis and management expectations

. Selling, General and Administrative Expen— Based on historical analysis and management exjmt:

. Comparable Public Compani— Based on the same or similar line of business amnidws other quantitative and qualitat
characteristics, as discussed her

N Risk adjusted weighted average cost of capitACC”") — A WACC of 17.7% was utilized.
N Long term growth rate: we assumed a long terrvtiroate of 6%

. Terminal value: Determined to be $57M which wasellasn a forecasted EBITDA in 2014 multiplied by arket based valuatic
multiple.

. Product revenue: The analysis included JPI'setiily manufactured products and also human plaasdtact products with an
early 2011 launch dat
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. Cost of Debt — An examination of the industry&stof debt as reflected by an examination of sinsized companies indicated
that an appropriate rate on long-term debt wasgrestided for by examining the Moody’s Bal (spetivkagrade) rate as of the
Valuation Date, which was found to be an afterdast of debt of 5.82%

N Cost of Equity— The cost of equity was determined to be 22.58%imacidded the following variable:

. Risk free rate: 4.02%
«  Equity risk premium: 6.479

«  Small stock risk premium: 5.82%

N Beta: 1.66x (which was based on an analysis util@®industry beta derived from a selection of caraple companies as w
as by sector

e«  Subject Company Risk Premium: Z
« Discounts — The Company evaluated discounts relatée following:
e Lack of control
e Lack of marketability

3) As of September 29, 2009, the net asgeiRI| consisted of the following:

Cash $ 53,65¢
Other current asse 18,920,17
Property and equipme 9,381,11!
Other long term assets 3,464,71!
Total assets $ 31,819,66
Current portion of notes payat $ (2,673,15)
Other current liabilitie: (1,122,93)
Other comprehensive incor (2,164,11)
Total liabilities $ (5,960,200
Net Asset: $ 25,859,46

For the September 29, 2009 valuation, since JRdrigsally had relatively stable, positive cash floand there was good comparable company
data, equal weight to both the income and marketagrhes to determine the fair value of JPI's gquitre used. The income approach
included a multi-period discounted cash flow (“DGRiodel that utilized a five year forecast (201ftilgh 2014) based on JPI's expected
organizational structure beyond September 30, 20@3derived net cash flows from that forecast,thed applied a risk-adjusted discount rate
based on the weighted average cost of capitakiweaat an indication of fair value. The market eggh included an examination of
comparable public companies from which market-basddation multiples were derived and then appltethe JPI's 2009 latest twelve
month’s (ended September 30, 2009) revenue, grodis, gnd earnings before interest, taxes, deptiei and amortization to arrive at an
indication of fair value. First, we identified pudly traded companies that operated in the sansénuitar line of business as JPI. Specifically,
those comparable publicly traded companies withi Sode 2834 (Pharmaceutical Preparations). Intimedio those companies with the
appropriate primary SIC Code; the Company comptrediescription of business, growth rates, liqyidiind profitability. Based on the hist

of operating cash flow, we elected to apply an agerEBITDA multiple of the comparable companiesyasconsidered this measure to be the
most reliable indicator of what an arms-length buyeuld be willing to pay for the business. The EBA multiple was then applied to the
normalized latest twelve month EBITDA of JPI to geate an indication of value.
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The total valuation discount applied to the minonitterest consists of the combined effects of laickontrol and lack of marketability. It was
determined that the aggregate discount for lagtoofrol and lack of marketability for the Companiiterest in JPI was 40.0%. The discount
for lack of control reflects the difference in bétseof control ascribed to a closely held coniradlinterest versus a closely held minority
interest. The discount for lack of marketabilitfieets the lack of liquidity or ready marketplacewhich to sell the interest.

The following unaudited pro forma condensed codsiéid statement of operations for the year endegmier 31, 2009 has been presente
if the deconsolidation had occurred on Januanf092

Year Ended
December 31 Pro Forma Pro Forma
2009 Adjustments Results
[1] [2] [3]
Net revenue $ 8,627,660 $ (8,469,65) $ 158,01°
Cost of sale! 5,360,21. (5,322,54) 37,67:
Gross Profit 3,267,45 (3,147,110 120,34t
Operating expense
Research and developme 563,69( (11,299 552,39:
Selling, general and administrative 10,936,78 (4,371,59) 6,565,19:
Total operating expens: 11,500,47 (4,382,89) 7,117,58
Income (loss) from operatiol (8,233,02) 1,235,78! (6,997,23)
Other income (expense
Interest and other income (expense), (328,07) - (328,07)
Change in fair value of derivative liabiliti 648,31: - 648,31:
Loss on deconsolidation of JPI | (1,953,51) - (1,953,51)
Interest expense (2,596,601 173,33! (2,423,27)
Total other income (expense), | (4,229,880 173,33! (4,056,54)
Income (loss) from continuing operations beforevigion (benefit) for income tax (12,462,90) 1,409,12 (11,053,78)
Provision (benefit) for income tax 19,11¢ (20,115 (1,000
Income (loss) from continuing operatic $ (12,482,01) $ 1,429,233 $ (11,052,78)

[1] Represents the Compe's actual (as reported) consolidated results ofatjpers for the year ended December 31, 2

[2] “Pro Forma Adjustmer” represents J’s results of operations for the period January0092hrough September 29, 2009. T
information is presented to show the effect ofahmination of JPI's operations from the Compariysiness. In accordance with the
deconsolidation agreement, the Company agreedctmaege its shares of JPI for non-voting sharesefepred stock in the
deconsolidated entity. Accordingly, there are npistthents related to revised debt structures agi tvere no significant expenses
incurred on JF's behalf.

[3] Pro forma results are equal to the histdrdcendensed results of operations of the survid@oegnpany for the year ended December 31,
2009. The pro forma results do not necessarilyesgnt the actual results that would have been\asthigad the companies been
deconsolidated at the beginning of the year, nor they be indicative of future operatiol

[4] As noted above, this table assumes an @ffedate of January 1, 2009. Accordingly, while Hugivity for the year ended December 31,

2009 would be eliminated the recording of the deotidation would result in a loss on January 1,280d result in a loss being recort
for the year ended December 31, 2C
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Impairment of Investment in and Receivable from JPI
Investment in JF

Based on a valuation performed by a third-partyiatbn firm using Radients management’s assessafi¢iné current and projected operations
of JPI as of December 31, 2010, and on other factee determined that our investment in JPl wasinegd due to:

« Reduced projected sales growth;
o Negative det-free net cash flows from operations in 2009 ant2@nd reduced positive amounts projected for 202D15;

« Negative earnings before interest, taxes, depienjand amortization“EBITA”) in 2009 and 2010, and reduced positive amc
projected for 2011 to 2015; al

« Lack of products in manufacturing pipelir

The third-party valuation estimated the value & @ompanys investment to be approximately $2,079,000 befrther consideration on t
likelihood of being able to realize any amountsrirthe investment. In consideration of the sigaificproblems that management has hi
obtaining the cooperation of JPI on a variety ottera, the Company deemed that there was subdtantiartainty as to whether any amol
from their investment in JPI would be realized.nt&oof the significant problems that the CompanyHes concerning the cooperation with
management included the following:

« Continued inability to receive financial informatié6com JPI in a timely manne
« Continued difficulty in preparing GAAP based fin&lstatements;

« A merger partner has been identified; howeverwda unable to complete the transaction prior teettpration of the letter of intent.
bridge loan was secured for $900,000 to fund valnategal and accounting related to the mergewewer, JPI management has
authorized these actior

Accordingly, the Company decided to impair its istreent to zero, and thereby recognized an impairrakarge of $20,500,000 on
investment in the accompanying consolidated statémioperations. The Company will, however, param action plan to recover a por
or all of its investment. For financial reportipgrposes, the impairment is permanent, and thesiment balance in JPI will not be increase
the future if the circumstances change. Howevartimately the Company realizes all or a portafrits investment in JPI, the Company
recognize a gain when realized.
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The valuation assumptions the Company used inmé@targ the fair value of its investment in JPI fbe years ended December 31, 2010 and
2009, included, but were not limited to the follogi

For the years endec
December 31

2010 2009

Sales growitt 14.00% [1] 11.5(% [2]
Risk adjusted weighted average cost of capital (GAZA) 26.0(% 17.7(%
Long-term growth rate 3.00% 6.0(%
Cost of deb 4.0(% 5.82%
Cost of equity 28.2% 22.5¢%
Risk free rate 4.1%% 4.02%
Equity risk premiurr 5.9% 6.47%
Small stock risk premiur 6.3€% 5.82%
Beta 1.24x 1.6€x
Subject company ris 5.0(% 2.0%
Discounts: combined discount for lack of markdtgband lack of

control 25.0(% 40.0(%
Fair Value of no-controlling interes $ 2,079,00 20,500,00!

[1] average of: 10% for 2011, 14.8% for 2012, 15.0%®013, 15.1% for 2014, and 15.3% for 2(
[2] average of: 12.5% for 2010, 12.5% for 2011, 12682012, 10% for 2013, and 10% for 2(C

Historically, the ownership interest is not adjuaste fair value on a recurring basis. Each repgrgieriod we assess the fair value of our
ownership interest in JPI in accordance with FASBCA325-20-35 paragraphs 1A and 2. Each year weucbmadh impairment analysis in
accordance with the provisions within FASB ASC 32835 paragraphs 25 through 32. The impairmenekes investment in JPI are
permanent and are not subsequently valued.

Receivable from JF

As part of the deconsolidation of JPI as of Sept&m2®, 2009, the Company agreed to exchange lgahadvances to JPI totaling $5,350,000
for a 6% convertible promissory note from JPI. Tehamounts were previously classified as intercomatances and eliminated in
consolidation. The note bore interest at 6% anguall

Due to the Company’s evaluation of the collectapilif these amounts, the Company recorded a res¢i$2,675,000 against the amount due
from JPI as of September 29, 2009. During the geded December 31, 2010, the collectability ofrdeivable from JPI became more
uncertain and as a result, the Company increasedserve on the receivable to $5,350,000 withaagehto impairment on receivable from JPI.

Discontinued Operations and Dispositions

On January 22, 2009, the Company’s board of dire@athorized management to sell the operatiosY&. The Company has classified the
assets, liabilities, operations and cash flows ¥BYas discontinued operations for all periods pnése: prior to the sale. The Company sold
YYB in June 2009.

Proceeds from the sale of YYB consist of a noteikable in the amount of 16 million RMB (approxiregt U.S. $2,337,541), which is to be
paid directly to a bank. JPI owed this bank appr@ately 18,250,000 RMB (approximately U.S. $2,668)0#t date of the sale. In connection
with the sale, JPI transferred rights to certaimdland land use rights upon sale. JPI remainsliabtier the debt obligation with the bank, as
such obligation did not pass to the buyer. AccagyinJPI recorded a note receivable of $2,337,54tk0onooks, which was due through 2010.
The loss on the sale of YYB is summarized as fdadldin U.S. dollars):

Sales price $ 2,337,54
Carry value of net assets 6,723,60!
Loss on sale $  (4,386,06)

Summarized operating results of discontinued opmrathrough June 26, 2009 (the date of the sateds follows:

Year ended
December 31,
2009
Revenue $ 594,83¢
Income before income tax $ 277,74

Included in income (loss) from discontinued openadi net are income tax expenses of $30,717 foydaeended December 31, 2009. Y's



tax rate was 15% in 2009 in accordance with thestétm Region Development Concession Policy” ofRRE government. The following
table summarizes the carrying amount at June 28 gbe date of the sale) of the major classessdta and liabilities of the Company’s
business classified as discontinued operations:

As of June 26

2009
(Date of Sale)
Current assett
Cash $ 1,044,55I
Accounts receivable, n 1,094,39!
Inventories 584,88t
Other current assets 3,97¢
$ 2,727,81l
Long-lived assets
Property and equipme 2,097,071
Other 3,040,40!
Current liabilities:
Accounts payable and accrued liabilit 569,18t
Debt 572,50(
$ 1,141,68:

Going Concern

The consolidated financial statements have begraped assuming the Company will continue as a goimgern, which contemplates, the
realization of assets and satisfaction of lialgititin the normal course of business. The Companyried losses from continuing operations of
$85,711,853 and $12,461,903 for the years endeérbiger 31, 2010 and 2009, respectively, and hatesimulated deficit of $138,150,406
at December 31, 2010. In addition, the Company aast from operating activities of continuing opieres of $7,112,307 for the year ended
December 31, 2010.

As of May 20, 2011, the Company had cash on haridei.S. of approximately $2.21 million. The Compaequires approximately $550,0
per month for operating expenses to fund the asstsciated with our financing activities; SEC andSE reporting; legal and accounting
expenses of being a public company; other genachbdministrative expenses; research and develdpnegmlatory compliance, and
distribution activities related to our Onko-Suressttkit; the operation of a USFDA approved pharmtical manufacturing facility; and
compensation of executive management and our eregdoy
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The monthly cash requirement of $550,000 for ofegagxpenses does not include any extraordinanysiter expenditures, including cash
payments on the January 2011 financing which bagdarch 2011, payments for research on clinidalgrfor our Onko-Sure® test kit, and
research conducted through CLIA Laboratories, asiguificant expenditures are anticipated othentlecurring legal fees incurred in
furtherance to of patent protection for the ClThiealogy. The 2011 Notes contain certain covenahish include a cash reserve covenant
whereby the Company shall maintain in its bank aot®no less than $2,250,000 in unrestricted caah @Bmes. In addition, the January 2011
Notes agreement restricts the use of proceedsytarpaother debt obligation

From the period of January 1, 2011 to February2P8]1, the Company has raised gross proceeds abdpyately $6,820,000 from the January
2011 Convertible Promissory Note financing (seeeNiid). On May 3, 2011, the Company failed to nmthkethird installment and an event of
default occurred. Therefore, starting May 2, 2Gh&,January 2011 Notes will accrue late charges atterest rate of 24% per annum.
Currently, all of the five investors have submitsedEvent of Default Redemption Notice to the Conypa

Management'’s plans include seeking financing, cmsiva of certain existing notes payable and accietest to common stock, alliances or
other partnership agreements with entities intetest the Companyg’technologies, or other business transactionsibald generate sufficie
resources to assure continuation of the Comparpgésations and research and product developmentasy

There are significant risks and uncertainties witichld negatively affect the Company’s operatidisese are principally related to (i) the
absence of substantive distribution network forGmenpany’s Onko-Sure® test kits, (ii) the abseoicany commitments or firm orders from
the Company'’s distributors, (iii) existing and pibss additional defaults in existing indebtednesy] (iv) failure to meet operational covenants
in existing financing agreements which would triggdditional defaults or penalties. The Companiysted sales to date for the Onko-Sure®
test kit and the lack of any purchase requiremientise existing distribution agreements make itasgible to identify any trends in the
Company’s business prospects. Moreover, if eitr@n\Aector and/or the University of Alberta is sucfatin their claims, the Company may
be liable for substantial damages, the Companglgsito the CIT technology will be adversely aféettand the Compars/future prospects f
licensing the CIT technology will be significanilypaired.

The Company’s only sources of additional funds ehtontinuing operating expenses, fund additicesgarch and development and fund
additional working capital are through the sals@durities, and/or debt instruments. We are dgtivegotiating a waiver of the default on the
January 2011 Notes and seeking additional debquityefinancing, but no assurances can be givensieh debt default waiver or additional
debt or equity financing will be obtained or whia¢ terms thereof will be. The Company may needdocottinue a portion or all of its
operations if the Company is unsuccessful in ge¢imgrpositive cash flow or financing for the Comganoperations through the issuance of
securities.

Principles of Consolidation

As of September 29, 2009, the Company deconsotidH& except for the period of January 1, 2008ugh September 29, 2009 the operal

of JPI have been consolidated in the accompanyidged consolidated statements of operations atdraent of cash flows. Intercompany
transactions for the period ended September 29 B80e been eliminated in consolidation. In additihe Company consolidated the
operations of YYB through June 26, 2009 (the datmate), which have been included as discontinyegations.

In November 2010, we formed a new wholly-owned gliasy, NuVax Therapeutics, Inc. (“NuVax”) to exghalinical trials in multiple
international locations and in the U.S., and thédansing of other novel cancer fighting technaésy As of December 31, 2010, there was no
activity in this subsidiary.

Reclassifications

Reclassifications have been made to prior yearamaded financial statements in order to confolhm presentation to the statements as of and
for the period ended December 31, 2010.
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Use of Estimates

The preparation of financial statements in conftymiith Generally Accepted Accounting Principlestie United States of America
(“GAAP”) requires management to make certain estimatessauthgtions that affect the reported amounts oftaserl liabilities at the date
the financial statements and the reported amodms/enues and expenses during the reporting peSigaiificant estimates made by
management are, realizability of accounts receezabld inventories, recoverability of long-lived etss valuation and useful lives of intangible
assets, valuation of derivative liabilities, valoatof investment in JPI, receivable from JPI aatiation of common stock, options, warrants
and deferred tax assets. Actual results couldrdiffen those estimates.

Revenue Recognition

In China, through the date of the deconsolidatiorseptember 29, 2009, the Company generated revefagproximately $8,469,000
primarily from wholesale sales of over-the-courated prescription pharmaceuticals and cosmetic mtsdu

The Company'’s revenues outside of China total apprately $232,000 and $158,000 for the years edszkmber 31, 2010 and 2009,
respectively. See Note 14 for segment reporting.

Revenues from the sales of the Company’s produetseaognized when persuasive evidence of an amaegt exists, title and risk of loss
have passed to the buyer, the price is fixed aliledeterminable and collection is reasonably esguas noted in the appropriate accounting
guidance.

During the third and fourth quarters of 2009, th@r@any entered into several distribution agreemfentgarious geographic locations with a
third party. Under the terms of the agreementsCiiapany sells product to the distributor at a g that is the greater of a fixed amount
(as defined in each agreement) or 50% of the Hisgtri’'s invoiced Net Sales price (as defined) saciistomers. The distributor is required to
provide the Company quarterly reconciliations @ thistributor’s actual invoiced prices at which¢itine price becomes fixed and determinable
by the Company. Until the price is fixed and deti@able, the Company defers the recognition of reesrunder these arrangements. As of
December 31, 2010 and 2009, the Company had $24/7%$103,128, respectively, of deferred revenlsta@ to these arrangements recorded
in the accompanying consolidated balance sheets.

Any provision for sales promotion discounts andnested returns are estimated and accounted ftreipériod the related sales are recorded.
Buyers generally have limited rights of return, déimel Company provides for estimated returns atithe of sale based on historical experiet
Returns from customers historically have not beatenmal. Actual returns and claims in any futureigee may differ from the Company’s
estimates.

In accordance with FASB ASC 605-45-50Taxes Collected from Customers and Remitted to @mental Authorities(*ASC 605-45-50-3},
JPI's revenues up to September 29, 2009 (the dateconsolidation) were reported net of value addads (“VAT”) collected.

Accounting for Shipping and Handling Revenue, Feeand Costs

The Company classifies amounts billed for shipgind handling as revenue in accordance with FASB B@&45-50-2Shipping and
Handling Fees and Cos(“ASC 605-45-50-2"). Shipping and handling fees andts are included in cost of sales.

Other Comprehensive Income and Foreign Currency Traslation
FASB ASC 220-10-05Comprehensive Incomeestablishes standards for the reporting andajspi comprehensive income and its

components in a full set of general-purpose finanstatements. Comprehensive income is defingattade all changes in equity except those
resulting from investments by owners and distrimutio owners.
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The accompanying consolidated financial statemam@presented in United States dollars. Due tal#wensolidation of JPI from the
Company'’s financial statements as of Septembe2@3%9, the Company did not have any foreign currdranyslation adjustments at December
31, 2010 and 2009.

The functional currency of JPI is the Yuan RenmifiBiMB”). For the period ended September 29, 2G0Brevenues and expenses from JPI
have been translated into United States dollaayetage exchange rates prevailing during the peiiodhich these items arise.

Product Research and Development

Internal product research and development costexgrensed as incurred. Non-refundable third pamdguct research and development costs
are expensed when the contracted work has beeorped. Product research and development costs$6&%918 and $563,690 for the years
ended December 31, 2010 and 2009, respectively.

Allowance for Doubtful Accounts

The Company evaluates the collectability of acceuateivable based on a combination of factorcabes where the Company is aware of
circumstances that may impair a specific custorregsibty to meet its financial obligations subsequi the original sale, the Company will
record an allowance against amounts due, and theeelice the net recognized receivable to the atrtberCompany reasonably believes will
be collected. For all other customers, the Compangrds allowances for doubtful accounts basedguily on the length of time the
receivables are past due based on the terms ofitfieating transaction, the current business emvirent, and its historical

experience. Uncollectible accounts are chargethagthe allowance for doubtful accounts when aiteffective commercial means of
collection have been exhausted.

Inventories

Inventories are valued at the lower of cost orreatizable value. Cost is determined on an avetagtbasis which approximates actual cost on
a first-in, first-out basis and includes raw maiks;i labor and manufacturing overhead. At eachnisalaheet date, the Company evaluates its
ending inventories for excess quantities and okselegce. The Company considers historical demandoaadast in relation to the inventory on
hand, market conditions and product life cycles mvtietermining obsolescence and net realizable vBiwwisions are made to reduce excess
or obsolete inventories to their estimated netizahle values. Once established, write-downs ansidered permanent adjustments to the cost
basis of the excess or obsolete inventories.

Property and Equipment
Property and equipment is stated at cost. Depienig computed using the straight-line method @atimated useful lives as follows:

Machinery and equipment, including lab equipn 5to 15 yeal
Office equipmen 3to 10 yeal

Maintenance and repairs are charged to expense@saed. Renewals and improvements of a major eatte capitalized. At the time of
retirement or other disposition of property andipment, the cost and accumulated depreciationean@ved from the accounts and any
resulting gains or losses are reflected in the aiteted statement of operations.

Intangible Assets

The Company owns intellectual property rights anédssignment of a US patent application for its @dhnology. The technology was
purchased from Dr. Lung-Ji Chang, who developedhite at the University of Alberta, Edmonton, Caaad@he purchase price was being
amortized over the expected useful life of the tetbgy, which the Company determined to be 20 ydzased upon an estimate of three years
to perfect the patent plus 17 years of patent lifae CIT Technology was fully impaired as of Detem31, 2010 due to the lack of any
potential future revenue and future cash flows hiigé cost of future clinical studies, and limitétie remaining on the patent.
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Impairment of Long-Lived Assets

In accordance with FASB ASC 360-104gcounting for the Impairment or Disposal of Longdd Assetsthe Company evaluates the carry
value of its long-lived assets for impairment whesreevents or changes in circumstances indicatestitdh carrying values may not be
recoverable. The Company uses its best judgmesetthan the current facts and circumstances reldiitg business when determining
whether any significant impairment factors exidtieTCompany considers the following factors or cbads, among others, that could indicate
the need for an impairment review:

» significant under performance relative to expedtistorical or projected future operating rest
* market projections for cancer research technol

» its ability to obtain patents, including continwatipatents, on technolog

» significant changes in its strategic business abjes and utilization of the asse

» significant negative industry or economic trends)uding legal factors

» potential for strategic partnerships for the depeient of its patented technology; ¢

» ability to maintain Good Manufacturing Proce* GMP”) certifications.

If the Company determines that the carrying vahfdeng-lived assets may not be recoverable baped the existence of one or more of the
above indicators of impairment, the Company’s managnt performs an undiscounted cash flow analggietermine if impairment exists. If
impairment exists, the Company measures the impeaitinased on the difference between the assattying amount and its fair value, and
impairment is charged to operations in the penoafich the long-lived asset impairment is deteediby management.

Based on its analysis, the Company impaired theyicgrvalue of its long-lived assets as of Decen8#r2010. There can be no assurance,
however, that market conditions will not changelemand for the Company’s products will continu@kow the Company to realize the value
of its long-lived assets and prevent future impainin

The carrying value of the Company’s investmentRhrépresents its ownership interest in JPI, acmalifor under the cost method. The
ownership interest is not adjusted to fair valueagrcurring basis. Each reporting period the Camassesses the fair value of the Company’s
ownership interest in JPI in accordance with FASBCA325-20-35. Each year the Company conducts aaiimpnt analysis in accordance

with the provisions within FASB ASC 320-185 paragraphs 25 through 32. As of December 310 20e Company fully impaired the balai

of its investment in JPI (see above).

Risks and Uncertainties

The Company’s proprietary test kit is deemed a pwdievice or biologic, and as such is governethbyFederal Food and Drug and
Cosmetics Act and by the regulations of state agsrand various foreign government agencies.

On July 3, 2008, the Company received a letteretéminination from the USFDA that the Onko-Sure® kétswas “substantially equivalentd
the existing predicate device being marketed. €kter grants the Company the right to market thkg=Bure® test kit as a device to monitor
patients who have been previously diagnosed wilbreotal cancer. The Company has received regylatmproval from various foreign
governments to sell its products and is in the @semf obtaining regulatory approval in other fgneinarkets. There can be no assurance that
the Company will maintain the regulatory approvaiguired to market its Onko-Sure® test kit or tthaty will not be withdrawn.

Although the Company has obtained approval fromiB&DA to market the then current formulation of thnko-Sure® test kit, it has been
determined that one of the key components of theo€Bure® test kit, the anti-fibrinogen-HRP is liewdtin supply and additional quantities
cannot be purchased. We currently have two lgteaneing which are estimated to produce approxingat#|000 kits. Based on our current
anticipated orders, this supply is adequate talilbrders in hand. Although we are investigatttgrnatives or outsourcing this component so
that we are in a position to have an unlimited $uppOnko-Sure® in the future, we cannot assueg this anti-fibrinogen-HRP replacement
will be completed.
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The Company is subject to the risk of failure inim@ining its existing regulatory approvals, in aibing other regulatory approval, as well as
the delays until receipt of such approval, if obéal. Therefore, the Company is subject to substantisiness risks and uncertainties inhere
such an entity, including the potential of businesisire.

Share-Based Compensation

The Company accounts for equity instruments isso@dnsultants and vendors in exchange for goodsarvices in accordance with the
provisions of FASB ASC 505-50-3Bquity-Based Payments to Non-Employ€&sSC 505-50-30") the measurement date for thealue of
the equity instruments issued is determined ae#rker of (i) the date at which a commitment ferfprmance by the consultant or vendor is
reached or (ii) the date at which the consultantemrdor’s performance is complete. In the casejaitg instruments issued to consultants, the
fair value of the equity instrument is recognizegmothe term of the consulting agreement.

The Company has employee compensation plans urtdeh warious types of share-based instrumentsramged. The Company accounts for
its share-based payments to employees and diréntacsordance with FASB ASC 718-10Stock Compensatidn(*ASC 718-10"). ASC
718-10 requires all share-based payments to emgdoyrcluding grants of employee stock optiondiganeasured based upon their grant date
fair value, and be recognized in the statementpefations as compensation expense (based orettierated fair values) generally over the
vesting period of the awards.
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Basic and Diluted Loss Per Share

Basic net loss per common share from continuingagjmns is computed based on the weighted-averagder of shares outstanding for the
period. Diluted net loss per share from continwipgrations is computed by dividing net loss bywiegghted-average shares outstanding
assuming all dilutive potential common shares vigseed. In periods of losses from continuing openat basic and diluted loss per share
before discontinued operations are the same affibiet of shares issuable upon the conversion loff @ed issuable upon the exercise of stock
options and warrants is anti-dilutive. Basic anldtdd income per share from discontinued operatimasalso the same, as FASB ASC 260-10
requires the use of the denominator used in thailzlon of loss per share from continuing operati all other calculations of earnings per
share (“EPS”) presented, despite the dilutive ¢ffépotential common shares. The following tal#esgorth the computation of basic and
diluted net loss per share, including the recoatiiin of the numerator and denominator used ircétheulation of basic and diluted net loss per
share:

For the year ended Decemi

31,
2010 2009

Basic and diluted net loss per share
Numerator:

Net loss before discontinued operatis $ (85,711,85) $ (12,461,90)

Net loss from discontinued operatic $ - $ (4157,15)

Net loss $ (85,711,85) $ (16,619,05)
Denominator:

Weighted-average common shares outstanding, bagidiuted 29,727,42 16,680,94
Basic and diluted net loss per sha

Loss before discontinued operatic $ (2.8¢) $ (0.75)

Loss discontinued operations $ - $ (0.2%)

Net loss $ (2.8¢) $ (2.00)

The following table sets forth potentially dilutieemmon share equivalents, consisting of shareslids upon the exercise or vesting of
outstanding stock options and restricted stock dsyaespectively, and the exercise of warrants peted using the treasury stock method.
These potential common shares have been excludedtfre diluted net loss per share calculations alaevtheir effect would be anti-dilutive
for the years then ended:

For the year ended Deceml
31,
2010 2009
Common share equivaler 77,405,91 447,19:

The above common share equivalents would have inekmled in the calculation of diluted earnings peare had the Company reported net
income for the years then ended.

Income Taxes

The Company accounts for income taxes under FASB A8-10, “Income Taxes” ((ASC 740-10). Under ASC 740-10, deferred tax assets
and liabilities are recognized for the future taxsequences attributable to differences betweefirthicial statement carrying amounts of
existing assets and liabilities and their respectiix bases. Deferred tax assets and liabiliteesreeasured using enacted tax rates expected to
apply to taxable income in the years in which thieseporary differences are expected to be recovarsdttled. A valuation allowance is
provided for significant deferred tax assets whas more likely than not that such assets will betrecovered.

When tax returns are filed, it is highly certaimtisome positions taken would be sustained upomieedion by the taxing authorities, while
others are subject to uncertainty about the mefitse position taken or the amount of the positiwet would be ultimately sustained. The
benefit of a tax position is recognized in the fioial statements in the period during which, basedll available evidence, management
believes it is more likely than not that the pasitivill be sustained upon examination, including tesolution of appeals or litigation proces

if any. Tax positions taken are not offset or aggited with other positions. Tax positions thatttiee more-likely-than-not recognition
threshold are measured as the largest amount detaefit that is more than 50 percent likely ofrlgeiealized upon settlement with the
applicable taxing authority. The portion of thenbits associated with tax positions taken thaters the amount measured as described i
is reflected as a liability for unrecognized taxéfits in the accompanying consolidated balancetshe@ong with any associated interest and
penalties that would be payable to the taxing aittee upon examination. The Company recognizéssést and penalties as a component of
income tax expense.

At December 31, 2010 and 2009, the Company hasied@ero for the payment of tax related interedtthare was no tax interest or penalties
recognized in the consolidated statements of ojpasat
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Fair Value of Financial Instruments

The carrying amounts of the Company’s cash, aceo@teivable, accounts payable and accrued expappesximate their estimated fair
values due to the short-term maturities of thosarfcial instruments. The Company believes theytayramount of its notes payable, and
convertible debt approximates its fair value basedates and other terms currently available taQbmpany for similar debt instruments.

Beneficial Conversion Feature

In certain instances, the Company enters into atife notes that provide for an effective or attade of conversion that is below market
value, and the embedded conversion feature doesuadify for derivative treatment (a “BCF”). Indke instances, the Company accounts for
the value of the BCF as a debt discount, whichés tamortized to interest expense over the lith@frelated debt using the straight-line
method which approximates the effective interestiaog.

Derivative Financial Instruments

The Company applies the provisions of FASB ASC &05Derivatives and HedginfASC 815-10"). Derivatives within the scope of ASC
815-10 must be recorded on the balance sheetratafaie. The Company issued convertible debt in&aper 2008, and recorded a derivative
asset related to the limitation on bonus interigsits held by convertible debt holders in the ewsrd change in control or bankruptcy. The fair
value of the derivative asset was $125,000 at Dbeeidl, 2008. During 2009, certain convertible deditlers converted the principal and
accrued interest which resulted in a decreaseeofi¢hivative asset to $80,913 at December 31, 2889s included in other assets in the
accompanying consolidated balance sheet at Dece3db@009. During 2010, approximately 90% of tiebtdvas converted and the derival
asset was reduced to $0.

In connection with the convertible debt issued épt®mber 2008, the Company was required to issi@uhl warrants as a result of the reset
provision of the exercise price. The convertiblbtdearrant agreements provided for additional was#o be issued within six months after
final close date of the convertible debt or Mar&h 2009, if the Company issued or sold any sharesramon stock (other than exercise of
outstanding options or warrants) for consideralgms than the exercise price of the warrants istuéte convertible debt holders. In 2008, the
initial warrant value of $209,166 was originallcoeded to additional paid in capital. Upon the gdopof ASC 815-10 at January 1, 2009, the
Company removed from additional paid-in capital 286 and recorded the derivative liability attiten fair value of $98,308 with the offset
of $110,858 to retained earnings. The derivatiability was increased to $133,866 at March 15, 2@8%hen fair value), resulting in a charge
to other expense of $35,558 and then the derivtibéity was reclassified back to additional paidcapital as the six months term had
expired.

During 2009, the Company issued convertible debt warrants and recorded derivative liabilitiesatetl to the embedded conversion feature
of the convertible debt and exercise price of tlagrants, both of which contained down-round pradecteatures. The fair value on the grant
date was $510,417 as computed using the Binomiattick option pricing model. In accordance with #iteounting guidance associated with
derivative instruments, the Company re-measureid th&ies as of the end of each quarter. During@2@e Company recorded a decrease of
$450,956 to the derivative liabilities related e decrease in fair value during the year endecbber 31, 2009. During 2010, the Company
recorded an increase of $182,492 to the derivéiibdities related to the increase in fair valldis debt was converted entirely during 2010,
and $259,975 of the derivatives was reclassifiegluaity. Also, convertible note holders exercisé@,800 of their warrants, and $83,872 of
derivatives was reclassified to equity.

On November 30, 2009, the Company granted 1,644/@4Bants in connection with a common stock finagdransaction to two individuals.
The exercise price of the warrants contains resetigions which are accounted for as derivativérimaents in accordance with relevant
accounting guidance. At the date of grant, the arasrwere valued at $509,840, which representethihealue as computed using the
Binomial Lattice option pricing model. The deriwetiwas revalued at each reporting period, whichlted in a change in fair value of the
derivative liability. In connection with the revaition, during the year ended December 31, 2009Ctmpany recorded $197,357 as a gain in
the change in fair value of derivative liabilitiesthe accompanying consolidated statement of djp@sa Due to the reset provision of the
warrants, the exercise price of the warrants wdsaed from $1.25 to $0.28 and the number of theamés was increased from 1,644,643 to
7,342,156 in March 2010. During the year endeddb®er 31, 2010, the Company recorded a loss 88388 as a net change in fair value
of derivative liabilities in the accompanying colidated statement of operations.
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During the year ended December 31, 2010, sevetdéfoof the Company’s convertible debt convertedipns of their notes and accrued
interest into shares of the Company’s common stbbls resulted in a reclassification of the deiiwtiability of $306,184 to additional paid-
in capital, representing the fair value of the eddsa conversion features of the converted deladtition, during the year ended December
31, 2010, a holder of the Company's convertible dzbrcised 1,100,000 warrants. This resultedrackssification of the derivative liability
of $671,000, representing the fair value of theragts immediately prior to the exercise.

During the year ended December 31, 2010, the Coynpesnorded additional derivative liabilities of $865,621 as a result of embedded
conversion features of the convertible debt andavas with down-round protection features, accringetest, trigger events, and penalties
related to the 2010 Closings (see Note 8).

The Company re-measures the fair values of alisadérivative liabilities as of each period end agcbrds the net aggregate loss due to the
change in the fair value of the derivative lial@lt as a component of other expense, net in thenguanying consolidated statement of
operations. During the years ended December 31 a8Ad 2009, the Company recorded a net increasee@se) to the fair value of derivative
liabilities balance of $9,366,515 and $(648,3183pectively.

Fair Value Measurements of Derivative Instruments

The Company determines the fair value of its déirreanstruments using a thréevel hierarchy for fair value measurements whiest asse
and liabilities must be grouped, based on signititavels of observable or unobservable inputs.e@lable inputs reflect market data obtained
from independent sources, while unobservable inilsct the Company’s market assumptions. Thisanidy requires the use of observable
market data when available. These two types oft;pave created the following fair-value hierarchy:

Level 1— Valuation based on unadjusted quoted market piitactive markets for identical securities. Catlye the Company does
not have any items as Level 1.

Level 2— Valuations based on observable inputs (other tiesvel 1 prices), such as quoted prices for sin@kgets at the
measurement date; quoted prices in markets thatadractive; or other inputs that are observahteeedirectly or indirectly. Currently, the
Company does not have any items classified as L2vel

Level 3— Valuations based on inputs that are unobsenaidesignificant to the overall fair value measuretpand involve
management judgment. The Company used a Binomattick option pricing model to determine the faifue of the instruments.

The Company estimates the fair value of these wtgr@nd embedded conversion features using therBathdattice model. In applying the
Binomial Lattice model, the Company used the folloyvassumptions to value its derivative liabilitigring the year ended December 31,
2010:

For theyear ende
December 31, 201

Annual dividend yielc —

Expected life (years 0.22—6.17
Risk-free interest rat 0.11%— 2.9%
Expected volatility 87.3%— 298.6%

For instruments that include an optional cashlgssaise provision, the Company applied a 90/10 g@dlty that the holder will exercise under
either, the cashless exercise or the cash exesoésario. The Company based the probability uperex¥amination of actual cashless exercise
notices received during the quarter ended Marcl281]1. The cashless exercise provision expires the underlying instruments’ shares are
registered.
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If the inputs used to measure fair value fall ifiedtent levels of the fair value hierarchy, a fio& security’s hierarchy level is based upon the
lowest level of input that is significant to therfaalue measurement.

The following table presents the Company’s denixatiabilities associated with warrants and embéddamversion features measured at fair
value on a recurring basis as of December 31, 2082009 classified using the valuation hierarchy:

Level 3
Carrying Value
at December 31

2010 2009
Derivative liabilities:
Embedded conversion optio $ 791238 $ 44,35¢
Warrants 21,153,47 310,40(
Total Derivative liability $ 29,065,86 $ 354,75¢
Increase (decrease) in fair value included in oéx@ense, ne $ 936651 $  (648,31)

The following table provides a reconciliation oétheginning and ending balances for the Compargrisative liabilities measured at fair
value using Level 3 inputs:

For the years endec
December 31

2010 2009

Embedded Conversion Features

Balance at beginning of ye $ 44,35¢ % >
Derivative liabilities adde- conversion feature 6,509,84. 770,25t
Reclassification to equity in connection with corsien of underlying debt to equi (566,159 (17,18
Loss (gain) on change in fair value included inloss 1,924,34 (708,71)
Balance at end of year $ 791238 $ 44,35¢
Warrants:

Balance at beginning of ye $ 310,40 $ -
Derivative liabilities adde- warrants 14,155,77 250,00(
Reclassification to equity in connection with exsecof underlying stock warran (754,87 -
Loss on change in fair value included in net loss 7,442,16 60,40(
Balance at end of ye: $ 21,153,47 $ 310,40(

Advertising Costs

Advertising costs are expensed as incurred. Aibiegt costs were approximately $32,000 and $14{60¢he years ended December 31, 2010
and 2009, respectively.

Concentrations of Credit Risk
Cash

From time to time, the Company maintains cash lz&lamt certain institutions in excess of the FDM@Gt! As of December 31, 2010, the
Company had no cash balances in excess of this limi
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Customers
The Company’s ability to collect receivables issated by economic fluctuations in the geographeasmand the industry served by the

Company. A reserve for uncollectible amounts aniineted sales returns is provided based on histloeieperience and a specific analysis of
the accounts. Accounts receivable is $2,603 anat $zcember 31, 2010 and 2009.

Supplemental Cash Flow Information

For the Year Ended
December 31

2010 2009
Supplemental disclosure of cash flow informati
Cash paid during the period for inter $ 2,081 $ 323,20:
Cash paid during the period for taxes $ - $ 695,32:
Supplemental disclosure of r-cash activities

Fair value of common stock and warrants issueddovices, included in prepaid expense $ 144750 $ 283,95!
Reclassification of derivative liabilities to equilue to conversion of debt and exercise of wast $ 1,343,75 $ =
Amount paid directly from proceeds in connectiothwonvertible debt unrelated to the financ $ 137,000 $ -
Warrants issued to brokers, included in prepaidattimg $ - $ 88,00(
Warrants issued in connection with senior noteshaitte loan included in debt discount $ - $ 1,887,92
Reclassification of amounts recorded to additiqrzadl-in capital to warrant liability, including $0,858

recorded to retained earnings, representing thegeha value of the warrants from date of issudnce

January 1, 2009 $ - $ 209,16¢
Reclassification of warrant liability to additiongdic-in capital upon expiration of share adjustment& $ - $ 133,86¢
Conversion of warrants to common stock $ 1,10C $ 38
Voluntary conversion of convertible debt and acdrimerest $ 4,291,520 $ 1,074,60!
Conversion of accounts payable to stock $ 45,000 $ 75,75:
Beneficial conversion feature recorded as debbdist $ 275,14¢ $ -
Additional derivative liability for interest and palties on dek $ 19,43( $ =
Debt discounts related to derivative liabilit $ 6,181,16! $ -
Carrying value of net assets of JPI for deconstitd: $ - $ 25,698,40
Fair value of derivative liabilitie- conversion featur $ - $ 770,25¢
Fair value of derivative liabilities - warrants $ - $ 250,00(
Conversion of accrued salaries to ownership of JPI $ - $ 730,49t

Recent Accounting Pronouncements

New pronouncements issued but not effective uftek@ecember 31, 2010, are not expected to haigndicant effect on our consolidat
financial statements.
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NOTE 2 — INVENTORIES
Inventories consist of the following:

December 31

2010 2009
Raw materials $ 70,40: $ 48,85:
Work-in-proces: 6,56 3,26t
Finished goods 5,94( 27,13t

$ 82,90¢ $ 79,25!

NOTE 3 — NOTE RECEIVABLE

On August 27, 2010, the Company advanced $95,000awista Diagnostic, Inc. (“Provista”), as a nteeeivable. In addition, the note
included $5,000 in origination fees. In connectiath the note receivable agreement, Provista agi@eeliver two separate research reports to
the Company by September 30, 2010 as full satisfacf the balance owed. If the reports were ndivdeed to the Company by September
2010, the agreement called for a 25% increasesiptimcipal balance. Due to Provista’s failurel&diver such reports by September 30, 2010,
the Company recorded interest income of $26,32Tctwtepresents the 25% increase from the prindipkince of the note plus accrued inte

of $1,062. If the research reports were not dedige¢o the Company by September 30, 2010, thendteerequired five equal payments of
$20,000 (totaling $100,000) on the 1st day of eaohth commencing on the initial interest paymenédas defined in the note) and
continuing thereafter until maturity (August 27,120. Interest accrued on the unpaid principal bzdaat a rate of 12% per annum until
September 30, 2010. After this date, if the repesere not delivered interest began to accrueeatate of 18% per annum.

On October 8, 2010, the required research repate wrovided to the Company as satisfaction omptimeipal of the note. The accrued
penalty and interest of $33,046 remains unpaid &eoember 31, 2010. In the light of the overatbeomic crisis, our intended long-term
relationship going forward with Provista, and thetfthat as of the date of this report the balavee® not collected, the Company considerec
balance uncollectible and reversed the remainitgnioca against interest income as of December 310.20

NOTE 4 — PROPERTY AND EQUIPMENT

Property and equipment consists of the following:

December 31

2010 2009
Office equipmen $ 140,13. $ 120,01
Lab equipmen 79,46 71,75¢
219,59¢ 191,77:
Less: accumulated depreciati (143,63) (108,22

$ 75,96: $ 83,541

Depreciation expense was $35,575 and $58,019 éy¢lars ended December 31, 2010 and 2009, resglgctin 2009, through the date
deconsolidation of September 29, 2009, JPI had $833n depreciation expense.
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NOTE 5 — INTANGIBLE ASSETS
Intangible assets consist of the following at Deben81, 2010 and 2009:

For the years endec
December 31

2010 2009
Intellectual Propert $ 2,000,000 $ 2,000,00
Additions - -
Impairment (1,058,33) -
Accumulated Amortizatiol (941,66) (841,66)
Net balance at end of ye $ - $ 1,158,33

During the year ended December 31, 2009, groseditike assets of approximately $4,330,000 andedlatcumulated amortization related to
JPI and subsidiary were removed from the Companytks as a result of the deconsolidation of JPI.

In August 2001, the Company acquired intellectuapprty rights and an assignment of a US patenicgtion for combination immunogene
therapy (“CIT”) technology for $2,000,000. The taclogy was purchased from Dr. Ludg€hang, who developed it while at the Universit
Alberta, Edmonton, Canada. During 2003, two lavgswi¢re filed challenging the Company’s ownershighef intellectual property.

As part of the acquisition of the CIT technolodye tCompany agreed to pay Dr. Chang a 5% royaltyetisales of combination gene therapy
products. The Company has not paid any royalti€3rt@Chang to date as there have been no salesdjination gene therapy products.

During the years ended December 31, 2010 and 2008rtization expense totaled $100,000 and $100r@§@ectively. In 2009, through -
date of deconsolidation of September 29, 2009hdBI$309,574 in amortization expense. The intelEqroperty was being amortized c
the life of the patent of 20 years.

Based on a valuation analysis, and due to thed&eky potential future revenue and future casWwslahe high cost of future clinical studies,
and limited time remaining on the patent , the Canmypdetermined that the carrying value of the igille asset had been impaired and
accordingly recorded an impairment of the intargiédset of $1,058,333 as of December 31, 2010.

NOTE 6 — PREPAID EXPENSES, OTHER CURRENT ASSETS, AND OTHER ASSETS

Prepaid expenses and other current assets coftist following:

December 31

2010 2009
Prepaid insuranc $ 54,13: $ 52,70
Legal retainer: 44,43( -
Other 36,35: 5,07¢
Total prepaid expens: $ 134,91 $ 57,77¢
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Other assets consist of the following:

December 31

2010 2009
Convertible debt derivative (Note $ - $ 80,91
Refundable deposits 5,37( 24,53t
$ 537 $ 105,45:

NOTE 7 — INCOME TAXES

The Company and its subsidiaries are includeddoresolidated Federal income tax return. For tler g@aded December 31, 2009, the
Company'’s international subsidiaries filed varidusome tax returns in their tax jurisdictions. previously stated, the Company
deconsolidated its China subsidiary, JPI, effecBeptember 29, 2009. The provision for incomegasas follows:

2010 2009
Current:
Federal - $ (2,000
State - 1,00¢
Foreign - -
Total curren $ - $ (1,000
Deferred - -
Total provision for income taxes $ - $ (1,000

The Company’s loss before income tax provision sidsgect to taxes in the following jurisdictions tbe following periods:

2010 2009
Pretax loss
United State: $ (85,711,85) $ (11,748,76)
Foreign - (4,873,28)
Total $ (85,711,85) $ (16,622,05)
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The provision (benefit) for income taxes differsrfr the amount computed by applying the U.S. Fedecaime tax rate of 34% to loss before

income taxes as a result of the following for tlears ended December 31.:

2010 2009

Computed tax benefit at federal statutory | $ (29,144,00) $ (5,772,00)
State income tax benefit, net of federal ber 1,00( 1,00(
Nondeductible interest expen 12,775,00 731,00(
Fair value adjustments to derivati\ 3,188,00! -
Loss on extinguishment of de 1,102,001 -
Deferred gain on JF - 5,518,00!
Foreign earnings taxes at different re - 1,776,001
Stock issuance - 481,00(
Tax credits (33,000 -
Expired net operating loss 431,00( 546,00(
Change in valuation allowan 11,670,00 (3,285,001
Other 10,00( 3,00(

$ - $ (2,000)

The components of the Company’s deferred tax aasetdiabilities are as follows:

Deferred tax asse
Net operating loss carryforwar

December 31
2010 2009

$ 19,926,00 $ 15,529,00

Expenses recognized for granting of options andamas 2,686,001 1,727,001
Tax credit carryforward 334,00( 245,00(
Depreciatior 475,00( 3,00(
Deferred gain on JF 2,551,00! -
Book write-off of JPI note 1,146,001 -
Other temporary differences 88,00( 309,00(

Total gross deferred tax as:
Valuation allowance

27,206,00 17,813,00
(26,171,00)  (11,698,00)

Net deferred tax ass 1,035,001 6,115,001
Deferred tax liabiltities
Unamortized debt discou (1,035,001 -
Deferred gain on JPI - (6,115,001
Total deferred tax liabilities (1,035,001 (6,115,001
Net deferred tax ass $ - $ -

The Company records a valuation allowance to retheearrying value of the net deferred tax assets amount that is more likely than not
to be realized. The valuation allowance increaseddproximately $14,473,000 during the year endeddinber 31, 2010.

The federal and state net operating loss carrydavexpire on various dates through 2024, unlesgquisly utilized. The Company does not
have any net operating losses that are attributatg&cess stock option deductions which woulddeerded as an increase in additional paid in-
capital. The Company has research and developmewteédit carry forwards of approximately $165,@0@ $169,000 to reduce federal and
state income tax, respectively. The federal re$eand development tax credits will begin to exjpir@022, unless previously utilized. The
Company’s California research and development teditcarry forwards do not expire and will caropward indefinitely until utilized. Any

net operating loss or credit carry forwards that @dpire prior to utilization will be removed froateferred tax assets with a corresponding
reduction of the valuation allowance.
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Utilization of the net operating loss and reseanct development credit carry forwards may be stithjea substantial annual limitation due to
ownership change limitations that have occurrediptesly or that could occur in the future as praddy Sections 382 and 383 of the Internal
Revenue Code of 1986, as well as similar statef@meign provisions. These ownership changes maly the amount of net operating loss and
research and development credit carry forwards ¢hanbe utilized annually to offset future taxaibleome and tax, respectively. In general, an
ownership change, as defined by Section 382, mefolin transactions increasing the ownership abaeshareholders or public groups in the
stock of a corporation by more than 50 percentajetp over a three-year period. Since the Compdiayraation, the Company has raised
capital through the issuance of capital stock aeisd occasions which, combined with dispositiohshares, may have resulted in a change of
control, or could result in a change of control wltembined with future transactions. The Compars/ria currently completed a study to
assess whether a change or changes in controlocavered due to the significant complexity and @sstociated with such a study. Any
limitation may result in expiration of a portion thfe net operating loss or research and developanedit carry forwards before utilization.

On January 1, 2007 the Company adopted the prodisibASC 740-10-05-6 (formerly FIN 48). As a rasaflapplying the provisions of ASC
740-10-056, the Company increased its liability for unrecagd tax benefits by approximately $123,000, offegtthe valuation allowance «
net deferred tax assets. Interest or penalties hatbeen accrued at December 31, 2010 or 20@&x lfenefits are ultimately recognized, there
will be no impact to the Company'’s effective tateras a result of the Company’s valuation allowaite Company does not anticipate any
significant increases or decreases to its liabitityunrecognized tax benefits within the next 1@t period.

A reconciliation of the beginning and ending amoofntinrecognized tax benefits (which are not reedrds a liability because they are offset
by net operating loss carry forwards) follows:

2010 2009
Unrecognized Tax Benefit
Balance at beginning of ye $ 53,000 $ 52,00(
Increase/(decrease) for tax provisions taken dutiegcurrent perio - -
Increase/(decrease) for tax provisions taken iorgrars, ne 1,00( 1,00(
Balance at end of year $ 54,000 $ 53,00(

The Company is no longer subject to U.S. federdlsiate income tax examinations for years befof62hd 2005, respectively. However, to
the extent allowed by law, the tax authorities rhaye the right to examine prior periods where petrating losses or tax credits were
generated and carried forward, and make adjustnugntis the amount of the net operating loss oritoedry forward amount the Company |
in fiscal years 2007, 2008, and 2009 open for faldemnd 2006, 2007, 2008, and 2009 for state indamexaminations, respectively. The
Company is not currently under Internal RevenueiSeror state tax examinations.
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NOTE 8 — DEBT
Debt consists of the following:

For the years endec
December 31

2010 2009

Convertible Debt
Convertible Notes issued September 2008, net ahortézed discount of $0 and $1,607,111 at Decerflhs

2010 and 2009, respective $ 363,94 $ 17,77t
St. George Convertible Note, issued September 2880 unamortized discount of $0 and $393,683 at

December 31, 2010 and 2009, respecti - 222,70°
First Closing of 2010 Convertible Note, issued Me?2, 2010, including additional $1,410,422 prirtignc

interest for trigger events, forbearance penalty @ebt extinguishment, net of unamortized discafii$0

at December 31, 201 472,93 -
Second Closing of 2010 Convertible Note, issuedl/&pr2010, including additional $4,148,642 pringlignc

interest for trigger events, forbearance penahy, @debt extinguishment, net of unamortized discofint

$1,466,390 at December 31, 2( 8,172,41. -
Third Closing of 2010 Convertible Note, issued A, 2010, including additional $3,326,941 priradipnd

interest for trigger events, forbearance penaty, @ebt extinguishment, net of unamortized discafint

$749,428 at December 31, 2C 6,534,54. -
Fourth Closing of 2010 Convertible Note, issuediAp8, 2010, including additional $480,108 prindipad

interest for trigger events, net of unamortizeatdisit of $199,829 at December 31, 2010 965,44 -

Total convertible debt, net of unamortized discc $ 16,509,28 $ 240,48:
Notes Payable
Senior Notes payable, including additional $888,#84lebt extinguishment, net of unamortized distaf

$0 and $1,701,396 at December 31, 2010 and 20§9ecavely 4,441 56. 1,851,85.
Bridge note, including additional $57,360 principad interest for debt extinguishment, net of uneized

discount of $0 and $16,638 at December 31, 201808, respectively 140,36( 66,63:

Total notes payable, net of discount $ 458192 $ 1,918,48
Total debt $ 21,091,21 $ 2,158,96!
Less: current portion of senior notes and Bridge (4,581,92) (1,316,66)
Less: current portion of convertible d¢ (16,509,28) (240,48))

Net lon¢-term debt $ - $ 601,81¢

(1) Due to the exchange agreement with the nayalge holders, on January 3, 2010, when NYSE Aapgxoval was received, these notes
became convertible notes payal
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Convertible Debt
September 2008 Convertible Not

In September 2008, the Company issued $2,510,00@wvertible Debt securities (the “2008 Convertibigbt”). The 2008 Convertible Debt
originally bore interest at a coupon rate of 10%g was originally due in September 2010 or upohange in control of the Company or
certain other events of default, as defined inntbie agreement. However, if the 2008 Convertildétthad not been converted to common
stock at the maturity date, the holder was entitbereceive bonus interest equal to 50% of the fatae of the note, in addition to the coupon
rate of interest. In the event of a change of mbmir bankruptcy, interest due was limited to @846 coupon rate. Interest was payable at
maturity. The 2008 Convertible Debt was unsecarsdi was junior in priority to the Senior Notes (betow).

The terms of conversion allowed that if the Compeompleted a registered public offering of at &% million (a “Qualified Financing”)ll
principal and accrued interest would automatica#yconverted into the Company’s common stock atnaersion price of $1.20, provided that
the conversion shares to which the 2008 Converblglet holders were entitled to receive were eitegistered for sale or salable under
provisions of the Securities Act. If the 2008 Contixte Debt was not mandatorily converted upon @lied Financing, the maturity date of
the notes would have been accelerated to the glaite of the Qualified Financing. In the evenadérced conversion into common shares
resulting from a Qualified Financing, holders of tt008 Convertible Debt were subject to a lock-uoy remaining shares not sold in the
offering for ninety (90) days after the public offeg. Upon conversion, the holders were entitlecetmeive five-year warrants to purchase a
number of common shares equal to 50% of the sligsesd upon conversion, with an exercise price26P4 of Company’s common share
price on the conversion date, however, in no casethe exercise price to be less than $2.80 (seexercise price below). Holders of 2008
Convertible Debt could voluntarily convert any dirad the principal and interest due under the saanms noted above, with the exception that
the shares could have resale restrictions. Thestdrcommon stock issuable upon a voluntary cammernf the 2008 Convertible Debt carr
so-called “piggy-back” registration rights shoulhetCompany file a registration statement in tharit

The Company has the right to call the 2008 ConblerDebt if the market value of the Company’s commtock exceeds $6.18 for five
consecutive days; provided that the note holdevs kfze right to convert the debt to common shaiigisiwa stated period after notice of the
Company'’s intent to repay the debt has been delier

In accordance with FASB ASC 815-10, the Compangi#isthed a debt premium and derivative asset tlatéhe limitations on bonus interest
that will occur upon a change in control or bankeypThe initial fair value of the derivative ase€1$125,000 was based on a probability
assessment of the payment alternatives. During appgoximately 35% of the principal balance wasvested to equity (see below). Relate
that transaction, the Company reduced its derigadset by 35%, leaving a balance of $80,913 Beoémber 31, 2009. During 2010, 90% of
the debt was converted and the derivative assetedared to $0. The derivative asset is includesthier assets in the consolidated balance
sheets at December 31, 2009.

In accordance with FASB ASC 320-1@yestments-Debt and EquiBecurities (“ASC 320-10") and ASC 470-ZDebt with Conversion and
Other Options the Company also established a debt discounaarthted credit to additional paid-in capitaltie amount of $2,635,000,
representing the value of the beneficial conver§éature inherent in the 2008 Convertible Debijraged to the face amount of the debt and
the premium related to the derivative asset. Adogiy, the carrying value of the 2008 Convertibleld, after allocation of the beneficial
conversion feature to additional paid-in capitesw$0. The net debt discount was being accretedtiedife of the debt using the effective-
interest method, such that the carrying value efdébt at maturity would include bonus interestyidey. In addition, pursuant to the Letter
Agreement dated September 24, 2010, (see belov@dhgpany recorded a beneficial conversion featfiteeoprincipal balance of the note
which resulted in the recording of $134,790 as didatount. For the years ended December 31, 204 @@®9, the Company recorded
amortization of the debt discount, including accatied amortization due to conversion of the defd$19741,910 and $17,775, respectively.

The Company also originally incurred debt issuacasis of $634,765 in association with the 2008 @diie Debt, including $209,167 rela
to the issuance of 209,167 warrants issued to bsoRKéese warrants were valued using the Black48shaption pricing model, using the
following assumptions: (i) no dividend yield, (iWeighted-average volatility of 95% (iii) weighte@leaage risk-free interest rate of 2.59%, and
(iv) weighted-average expected life of 5 years.Skhoosts are included in debt issuance costs icoheolidated balance sheets at

December 31, 2010 and 2009, and were being amdmizer the life of the debt using the effectiveenest method. During the years ended
December 31, 2010 and 2009, $410,454 and $22483ectively were amortized.
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In September 2009 approximately 35% of the prirididance of the 2008 Convertible Debt was condetteequity at the option of the
holders. The total amount converted was $924,60wincluded $885,259 of principal and $39,34@adrued interest. These amounts were
converted to 807,243 shares of common stock andi@uklly the Company issued 403,621 warrants, tdute 50% warrant coverage feature,
with an exercise price of $0.66 per share. Duditdonversion of debt in September 2009, the Compamoved approximately $83,000 of
accrued bonus interest and debt discount with mraanto the consolidated statement of operationthioyear ended December 31, 2009. As
of December 31, 2009, the remaining principal anauma bonus interest amount was approximately $2000.

Additionally due to the conversion of debt in Seplber 2009, the Company reduced the carrying amafutebt issuance costs by
approximately $224,000 by recording a charge ter@dt expense. During the year ended Decemb@030, the balance of the debt issuance
costs of approximately $410,000 were amortizeahterest expense. The balance of the debt issuaste related to the 2008 Convertible L
at December 31, 2010 and 2009 was approximategn#id410,000, respectively.

During the second quarter of 2010, the Companyredt@&to separate arrangements with the former Z@8/ertible Debt holders that in eff
issued the former 2008 Convertible Debt holde)sadditional shares of common stock, (ii) additiomarrants to purchase more shares of
common stock, and (iii) also modified the exergisee of their warrants. It should be noted that $ibstance of the transaction was to
compensate the 2008 Convertible Debt holders fdigieating in the Company’s 2010 financings. Aatiogly, the Company agreed to issue
each of them a number of shares equal to the anebimierest that would have been earned from #te df original conversion and such
amounts were converted at the same rate of $1.20.

In total, the Company has issued approximately@2ghares of common stock related to additionalusectinterest and new warrants to
purchase approximately 31,000 shares of commotk staihese former 2008 Convertible Debt holderspAs of this transaction with the
former 2008 Convertible Debt holders, the exerpisees of all of the original warrants issued imgection with the 2008 Convertible Debt
balances that converted in 2009 were modified duttie second quarter of 2010 and new exercisegweee established. The old warrants
exercise prices of $0.66 per share and under tvemzdified warrants have exercise prices range $am3 to $1.64 per share.

The Company valued the incremental shares of comstamk issued from the conversion of the additi@talued interest and recorded a
$63,990 charge to interest expense with an oftsebinmon stock and additional paid-in capital. Cmenpany also examined the fair value of
the original warrants on the date of modificatiomd @ompared them to the fair value of the modifiedrants on the date of modification,
recording a $17,790 charge to interest expenseamithffset to additional paid-in capital. The fingd statement effects of these transactions
were recorded on the date each 2008 Convertiblé¢ lEter signed their new exchange agreement dgeegnd quarter of 2010.

During 2010, additional 2008 Convertible Debt hotdeonverted their notes and accrued interest batato shares of our common stock,
representing a total of approximately 90% of thaltd008 Convertible Debt. During the year endedddeber 31, 2010, the Company issued
1,439,365 shares of common stock for the conversidi, 430,847 of principal and $360,670 of intéreSince issuance of the debt, the total
amount of principal and accrued interest conventad $2,315,962 and $400,016, respectively; antbhdb2,246,608 shares of common stock
have been issued for the conversion of the 200&&tihle Debt and accrued interest.

Related to all of the conversions that occurrednduthe year ended December 31, 2010, the Companoyded additional interest expense of
$1,741,910 representing the acceleration of defebdint amortization originally recorded in connectwith the issuance of the 2008
Convertible Debt and the additional charges of 380 ,noted above. In accordance with the 2008 CobleDebt agreements, the Company
issued warrants to purchase 1,114,658 shares afooumon stock, due to the 50% warrant coverag@efeatith exercise prices ranging from
$1.13 to $1.64. The value of these warrants wateagplated at the inception of the transaction i6&8nd was incorporated in the original
debt discount.
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Pursuant to a Letter Agreement dated Septembe&@4), we sought the remaining 2008 Convertible Delders’ agreement to waive the
current default and give the Company until Novemtigr2010 to issue them the shares underlying @& Zonvertible Debt. In consideration
for waiving the default and extending the matudéte to November 15, 2010, we increased the pahbiglance of the remaining 2008
Convertible Debt outstanding as of September 1202y $56,635 or 25% of the outstanding balanc8eptember 14, 2010 (the “25%
Increase”jand increased the interest rate to 18%, whichwatdd apply to the interest due from September2080 until the Note is convert
pursuant to the Letter Agreement. The 2008 Corhlerdebt holders were entitled to the Bonus Intergkich we calculated as a one-time
fee of $113,269 or 50% of the outstanding principdhnce on September 14, 2010. The amount df3fieIncrease and Bonus Interest was
combined and the total was directly applied toghacipal amount of the 2008 Convertible Debt catsting on September 14, 2010. The
outstanding balance of the 2008 Convertible Delmadiately before the Letter Agreement was $226y8i#8 a corresponding unamortized
debt discount of $159,547. Due to the effect ofltb#ter Agreement, the Company accelerated the tiration of the remaining debt discount
and recorded an increase to the outstanding pehbgdance of $113,269 and $56,635 representing&@das interest and 25% increase,
respectively. Since the 50% bonus interest waséoraance with the terms of the original conveetibbte agreement, the Company recorded
such amount as interest penalty. In accordancerefgivant accounting guidance, the Company recotfike@5% Increase as a loss on
extinguishment since the terms as described ihéter Agreement indicated that the prior debt agrent would be extinguished. Finally, we
agreed to adjust the conversion price of the 200@v€rtible Debt to equal 80% of the VWAP for the&ding days immediately preceding the
date we receive NYSE Amex approval of the additishares to be issued pursuant to the adjusted fitie “Adjusted Shares”); provided
however, that in no event would the conversionegpbie less than $0.28 per share.

Since we did not issue the shares on NovemberQH), because the SEC comment period preventedunshfolding a shareholder meeting to
obtain the related approval for such issuance ovelber 15, 2010, the outstanding 2008 ConvertildbtDs in default. As of filing date we
have not received any default notices from the mreimg note holders of the 2008 Convertible Debt.

As of December 31, 2010, the principal amount d&¥f3342 is outstanding on the 2008 Convertible Diebtuding accrued interest of $66,104,
all of which is convertible into shares of our coomrstock pursuant to the Letter Agreement descritede.

Subsequent to December 31, 2010, principal andeisttén the amount of $371,055 have been exchaitgei¥ 6,692 shares of the Company’s
common stock (see Note 16).

St. George Convertible Note and Warrant Purchaserégment

On September 15, 2009, the Company entered intote &d Warrant Purchase Agreement with St. Gdorgestments, LLC, (the “Investor”;
collectively with registered assigns, the “Holdefthe “Purchase Agreement”). The Company issuedsatdito the Investor (1) a 12%
promissory note in the principal amount $555,55@ (1St. George Note”) which was convertible inte thompany’s common stock at 80% of
the five day volume weighted average of the clogirige of the Company’s common stock, originallpjeat to a floor price of no less than
$0.64 and on the terms and the conditions spedifi¢ite St. George Note; and (2) a warrant to pasetb00,000 shares of the Company’s
common stock, $0.001 par value per share, at arciseerice of $0.65 per share , subject to cedaindilution adjustments. The note matul
on September 15, 2010. The terms associated vathdhversion feature and the reset of the exeptise of the warrants resulted in
classifying these instruments as derivative litib#i (see Note 1). The Company also entered iRegstration Rights Agreement with the
Investor pursuant to which the Company filed astgtion statement for the sale of the common siggikable to the Investor under the St.
George Note and the Warrant on October 5, 2009whis declared effective on October 6, 2009.

In connection with the issuance of the St. GeorgeeNthe Company incurred approximately $35,008eibt issuance costs, including a
$25,000 commission to a third party. These costewecorded as debt issuance costs and were aatbaver the term of the debt on a
straight-line basis (which approximated the effexinterest rate method). During the year endeteBéer 31, 2009, the Company amortized
an immaterial amount to interest expense relatédeaebt issuance costs. The debt was conveuténl the year ended December 31, 2010
and the Company amortized the remaining $35,0@&bf issuance costs to interest expense.
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During 2009, the Company failed to perform under@lgreement which resulted in the occurrence gfering events (as defined) and default.
Under the provision of the agreement, the Compaay required to increase the principal amount ofshé&eorge Note by a total of 35% and
some additional amounts (totaling $210,834), acatdethe due date of the note, and increase taeesttrate from 12% to 18%. In

December 2009, the Company obtained a waiver flanst. George Note holder stating that the holdrrlvnot accelerate the due date of the
St. George Note, but rather will keep the matuwildye as of September 15, 2010. The Company rectigeishcrease in principal as additional
interest expense during the year ended Decembe0889,

In December 2009, the holder of the St. George Notwerted $150,000 of principal to 535,714 shafessmmon stock.

On December 11, 2009, the Company entered intoigéiaf Default with St. George pursuant to whible Company agreed to repay the
entire balance of the St. George Note and any tdgrgs thereto pursuant to the terms of the initiaiver by February 1, 2010. Since the
Company failed to pay the entire balance of the fgtFebruary 1, 2010, the Company was in defauthe St. George Note. On February 16,
2010, the Company entered into a Waiver of Defagteement (“February 16 Waiver”) with St. Georgespant to which: (i) St. George
waived all defaults through May 15, 2010 and agmado accelerate the amounts due under the $rgééote before May 15, 2010 and

(i) St. George could exercise their Warrant toghase 140,000 shares of the Company common st&tk&h per share. In consideration for
this waiver, the Company agreed to pay St. Geowdgfault fee equal to $50,000, which was addet¢doalance of the St. George Note
effective as of the February 16, 2010. During tharyended December 31, 2010, St. George convedt¥b bf the balance of the St. George
Note and accrued interest of $666,390 and $521@5pectively, into 2,568,951 shares of the Com’s common stock. In connection with the
conversions, the Company accelerated the amodizafidebt discount of $393,681. In addition, therpany reclassified total derivative
liabilities of $259,975 and $83,872, representimgeémbedded conversion features of the St. Geootee &hd warrants, respectively, to equity.
All of such note conversions were at $0.28 pereshar

The balance of the St. George Note as of Decenthe2(®0 and 2009 was $0 and $616,390, respectively.
Note and Warrant Purchase Agreeme- March and April 2010

During year ended December 31, 2010, the Compampleted four closings of convertible note and watraurchase agreements, aggregating
to approximately $11 million as follows (the “2000osings”):

Warrants
Minimum
Conversiol  Maximum Minimum
Face Price Per Shares Exercise
Value of Share at Issuable Price at
Convertible Gross Issuance upon Issuance
Date of Issuanc Notes Discounts Proceed: Date Conversior Number Date
[1] (2] [3] (5]
First Closing 3/22/201 $ 925,000 $ (385,000 $ 540,000 $ 0.2¢ 3,303,57: 1,100,000 $ 0.2¢ [6]
Second Closing 4/8/201 5,490,16! (2,285,16) 3,205,001 $ 0.2¢ 19,607,73 6,528,21. $ 0.3¢[7]
Third Closing 4/13/201! 3,957,03¢ (1,647,03) 2,310,000 $ 0.2¢ 14,132,25 4,705,65 $ 0.3¢ [7]
Fourth Closing 4/26/2010 [« 599,52! (249,52)) 350,00( $ 0.2¢ 2,141,16. 712,94¢ $ 0.2¢[7]
Fourth Closing 4/26/2010 85,64¢ (35,645 50,000 $ 0.2¢ 305,87¢ 101,84¢ $ 0.8¢[7]
Totals $11,057,36  $(4,602,36) $6,455,00! 39,490,58  13,148,66
[1] The Company also entered into a Registratight? Agreement with the Lenders pursuant to wkiithCompany agreed to file a

registration statement by May 3, 2010, registefargesale of all of the shares underlying the 2Bitancing Convertible Notes and
the 2010 Financing Warrants. If the Company faiteéile the registration statement timely or failechave it declared effective time
pursuant to the terms of the Registration RighteeAment, each such event would have been deemigger tevent under the 2010
Financing Convertible Notes. Since we did not hidneeregistration statement declared effective tyneltrigger event under the terms
of the notes issued in the First Closing, Secora$i@f and Third Closing occurred (the “June 1 Teiggvent”) and a trigger event
under the terms of the notes issued in the Foudhki@y occurred (the “August 31 Trigger EveniThe total amount of 2010 Financ
Convertible Notes issued in the four closings wagimmally $11,057,365; as a result of the Juneiggder Event, $3,434,347 was ad(
to the principal amount which represents 125% efdhtstanding principal and accrued interest gadhe event. The total principal
balance after the trigger event was $14,491,71&wihcludes an additional $410,000 of interestemge representing the maximum
amount of $10,000 payable to each note holderarfabr closings due to the failure of the Compamplitain an effective registration
statement
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[2]

3]

[4]

Additionally, we were required under the termstaf 2010 Closings to obtain stockholder approvabmobefore July 15, 2010 for the
First Closing and on or before August 31, 2010le Second, Third, and Fourth Closings. Due tcSB€ review of our proxy
statement and periodic reports that we were requaesubmit to our shareholders with this Proxyt&teent, we were unable to file
and mail our definitive proxy statement so as iegiur shareholders proper notice of an Augus281p meeting and therefore was
not able to have a meeting or obtain shareholdemapl on such date. This failure constituted aen¢wf default under the 2010
Closings, pursuant to which the note holders watiled to declare the entire principal and intédkse on the notes then immediately
payable. In light of the potential default, to main good relationships with the investors of tB4@ Closings, we requested the
investors of the 2010 Closings to waive the July2l8 0 and August 31, 2010 shareholder meetingrégtérement and instead allow
us to hold the meeting on or before November 18028s well as waive any defaults related theretexchange for which we
increased the balance of the notes by 25% (theetiSibn”).

As a result of the 25% increase from the Extendiws principal amount of such notes was increas¢18,872,264.

On October 14, 2010, the Company entered intolzefmance agreement with two investors of the 20d$ings. These investors
negotiated the terms of such forbearance agreeméati of entering into the Extension. As a residlthe forbearance agreement
$682,693 was added to the principal balance oktimegestors’ notes (see below).

Since we did not hold the meeting on November 0302the 2010 Closings are susceptible to defautyant to which the investors
of the 2010 Closings can declare the entire amoutstanding immediately due and payable; howeeof éhe date of this Report we
have not received any notice of defaults relatmthis failure except from the investors who sigttesiforbearance agreement
discussed above. Those two investors claim theause we did not hold the meeting on November Q50 2the forbearance
agreement allows them to seek all recourse availatdler the terms of the original note and thedarance agreement specifically
asserts that only one trigger event occurred, #teyentitled to an additional 25% increase in thete balance. The Company is
negotiating a settlement; until an agreement isheed the balance of the notes has been increasgsdbyotaling $882,522.

In addition to scheduled debt discounts, the Comjpaecurred debt issuance costs of approximatel@@3,500 which were deduct
from the proceeds of these financin

T he number of shares of common stock to be issued sipch conversion shall be determined by divigayghe amount sought to
converted by (b) the greater of (i) the Convergtoice (as defined below) at that time, or (ii) Bieor Price (as defined below). The
Conversion Price is equal to 80% of the volume-WwiEd average price for the 5 trading days endintherbusiness day immediately
preceding the applicable date the conversion iglsipas reported by Bloomberg, LP, or if such infation is not then being reported
by Bloomberg, then as reported by such other daditarnation source as may be selected by the lefither Floor Price is initially
equal to $0.28 per share, subject to adjustmem thoccurrence of certain events, including reabpation, stock splits, issuance
equity securities for a price less than the FlagcePand similar corporate actior

As part of the fourth closing on April 26, 2Dcertain investors in the 2009 Registered Di€tering exercised their Right of
Participation and purchased $599,525 of the nggsed in the Fourth Closing and the Company issuel participants warrants to
purchase up to 712,949 shares of the Company’s amnstock exercisable at $0.28 per share (the refenwf the participants in the
Fourth Closing received warrants exercisable &8%per share’
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[5]

[6]

[7]

At any time prior to the expiration date oktlvarrant, if and only if there is no then effeetiegistration statement covering the
warrant shares, the Holder may elect a “cashlesscese of this warrant whereby the Holder shalkbgtled to receive for no
consideration a number of shares of common stoakleq (x) the excess of the Current Market Valuerahe aggregate Exercise
Price of the portion of the Warrant then being ebsed, divided by (y) the Adjusted Price of the Gaom Stock (as these terms are
defined in the warrant agreement). This formuldt aentains variables that are directly linkectt@mnges in the market price of the
Company'’s shares, and depending on the market gfite share on the date of exercise, might résilte Company having to issue
additional number of shares than what is indicatetie table above

The exercise price in First Closing warramgsias to the higher of: (i) 105% of the VWAP foetfive trading days immediately
preceding the date the Company issued the Warran(g) the Floor Price (as defined in the Firdb§ing Note).

The exercise price in Second, Third, and Ho@tosings, can be adjusted down (down-round ptiotecto a lower price if the
Company sells common stock or instruments converiitto or exercisable for common shares in thariiat a lower price than the
exercise price

The private financing described herein was madsyant to the exemption from the registration priovis of the Securities Act of 1933, as
amended, provided by Sections 3(a)(9) and 4(2®Securities Act and Rule 506 of Regulation D prigiated hereunder. In addition to the
discounts and fees listed above, the Company paajgregate of approximately $1,003,500 in findarid legal fees for the note financings.
The securities issued have not been registered timel&ecurities Act and may not be offered or solthe United States absent registration or
an applicable exemption from registration requiretae

Each of the convertible notes issued in the fodr020losings, (collectively “2010 Notes”) mature orear from the date of issuance and carry
an original issue discount. The 2010 Note holdessetthe right, at their sole option, to convert2040 Notes, in whole or in part into share:
the Company’s common stock.

If, during the term of the 2010 Notes, the averelgsing bid price of the Comparsyftommon stock for at least 20 of the immediateéceding
30 trading days equals or exceeds $1.25, then a@agd irrevocable notice, and subject to certainditions set forth in the 2010 Notes, the
Company can cause the Lenders to convert the adistabalance of the 2010 Notes into shares of comstock. The number of shares of
common stock to be so delivered shall not exceeahamunt equal to the product of the average dailyme of common stock traded on the
primary exchange for common stock during the 20rgrading days as of the mandatory conversionrotation date multiplied by twenty.

Interest on the unpaid principal balance of the®P?Ribtes would accrue at the rate of 12% per anmich would increase to 18% upon the
occurrence of a trigger event, as defined in tHE020otes. Pursuant to the terms of the First, Sticand Third Closings, a trigger event
occurred when the Registration Statement the Coynfilaa on May 3, 2010 was not declared effectiyeJone 1, 2010 and therefore the
interest on the 2010 Notes issued in those thresif@js increased to 18% per annum. The terms didheth Closing required the Company to
have the registration statement declared effe@yvAugust 31, 2010 and therefore a Trigger Evepntioed when the Registration Statement
the Company filed on May 3, 2010 was not declaféettve by August 31, 2010 with respect to the @Dlbtes issued in the Fourth Closing.
Commencing on the 6 month anniversary of the 20d@&and each 90 days thereafter on which a payofiémerest was due and continuing
on the first day of every third month thereaftetilithe one year anniversary of the 2010 NotesGbmpany would pay the Lenders all inter
fees, and penalties accrued but unpaid under the ROtes as of such date. Pursuant to the teried010 Notes, the Company would also
pay Lenders nine equal payments representing oekttvof the principal amount of the 2010 Notesnooeencing on the nine-month
anniversary of the 2010 Notes and continuing tHezeantil the Maturity Date, when the Company wibphy all remaining principal and
interest, in cash. The Company maintained the tightake any and all of the nine payments, at thi@@ny’s option, in cash or shares of
common stock at the greater of the Floor Price086 ®f the volume-weighted average price for thealing days ending on the business day
immediately preceding the applicable payment date.

82




Notwithstanding any other terms to the contraryspant to the terms of the 2010 Notes, the Compaust pay all amounts due under the 2
Notes in cash unless all of the following condid@re met: (i) a payment in common stock wouldoaaise an individual lend¢ beneficial
ownership of common stock to exceed 9.99% of the@my then outstanding shares of common stockh@i)Company received NYSE
Amex listing approval for the common stock issuabider the 2010 Notes; (iii) not less than sevédanckar days prior to the applicable
payment date, the Company shall have notified #ders that the Company intend to make such payimeotmmon stock; (iv) (a) the
common stock to be issued have been registered thelSecurities Act of 1933, as amended, or (D)RAle 144 promulgated hereunder is
available for their sale, (B) the Company providethe Lenders (prior to the delivery of the comnstwck on the applicable payment date) an
attorney’s opinion, in a form acceptable to thedens, which provides that Rule 144 is availabletliersale of the common stock, (C) the
Company is current on all of the Company Securdied Exchange Commission reporting obligations, (@)dhe Company is not subject to
extension for reporting the Company quarterly arwet results; (v) the closing bid price for the ecoon stock on the business day on which
notice is given is greater than the Floor Pricedg#id by 80%; and (vi) neither an Event of Defawlt a Trigger Event shall have occurred.

The Warrants issued in connection with the 201Geblbiave a term of five years. The Warrant exeqmige for the First Closing was initially
exercisable at the higher of: (i) 105% of the ageraolume-weighted average price (théWAP”) for the five trading days immediately
preceding the date the Company issued the Warran(s) the Floor Price (as defined in the Firdb€ing Note), which was subject to
adjustment. The Warrant exercise price for the 8éc®hird, and Fourth Closings were different frtima Warrant exercise price in the First
Closing in that they were initially fixed at a gdtprice ($0.28, $0.38 and $0.89) as shown inllogatable. The exercise price in the Second,
Third, and Fourth Closings and the Floor Pricehim Eirst Closing, can be adjusted down to a lowieepf the Company sells common stock
instruments convertible into or exercisable for coon shares in the future at a lower price tharettegcise price or the Floor Price.
Additionally, the Lenders may exercise the Warratdsa cashless exercise only if a registratiotestant for the Warrant shares is not in ef

at the time of the exercise. The number of shameh Bolder is entitled to under the cashless esemjuals (x) the excess of the Current Mi
Value over the aggregate Exercise Price of theqrodf the Warrant then being exercised, dividedyjythe Adjusted Price of the Common
Stock (as these terms are defined in the warraeeagent). This formula, as it contains variabled #re directly linked to changes in the
market price of the Company’s shares, and the nhariee of the Company’s shares on the date ofoesermight result in the Company
having to issue additional warrant shares tharigbe value of the warrants, which is what is inthdain the table above. Pursuant to the terms
of the Warrants, the Company will not affect therise of any warrants, and no warrant holder hasight to exercise his/her Warrants, if
after giving effect to such exercise, such personld beneficially own in excess of 9.99% of thertleeitstanding shares of the Company’s
common stock.

Additionally, since the Company is listed on the S& Amex, the Company was required to obtain stdddn@pproval and NYSE Amex
approval, to issue more than 19.99% of the Compssued and outstanding common stock at a discoomt hook or market value at the time
of issuance (“19.99% Cap”). Accordingly, the Comparas required under the terms of the 2010 Notedbtain Stockholder Approval, on or
before July 15, 2010 for the First Closing and obefore August 31, 2010, for the Second, Third] Baurth closing. The Company was
unable to hold the meeting until December 3, 2@L@, to the SEC comment period. All of the sharegable pursuant to the 2010 Notes were
approved at the shareholder meeting. On April 0a02the NYSE Amex approved the shares issuabkupat to the First Closing. On Janu

3, 2011, (after the shareholder meeting), the NYABtex approved the shares issuable pursuant togbend, Third, and Fourth Closings.

In accordance with its Registration Rights Agreenveith the Lenders, the Company filed a registrmstatement on May 3, 2010, registering
for resale all of the shares underlying the 201@Nand the Warrants, as well as shares issuabtiér thre 2010 Notes and Warrants pursua
potential adjustments that may occur pursuant thered shares of common stock issuable as inteagstents. Because all of the shares
underlying the 2010 Notes and Warrants becamebidifor resale pursuant to Rule 144, as promulgatetbr the Securities Act of 1933, as
amended, the Company withdrew the registratiorestaht as permitted under the terms of the Redgstr&ights Agreement.

Upon a Triggering Event, as defined in the 2010elpthe outstanding balance of the 2010 Notes wiouttediately increase to 125% of the
then owing principal and unpaid interest balanoé, iaterest would accrue at the rate of 1.5% pantmdJpon an Event of Default, as defined
in the 2010 Notes, the Lender may declare the dnmamcipal balance together with all accrued anpaid interest thereon immediately due
and payable. However, all outstanding obligatioagaile by the Company would automatically becommaeéadiately due and payable if the
Company becomes the subject of a bankruptcy oeetlaroceeding.
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During the 2010 year, a total of $1,862,485 of 2Bbes was converted into 3,721,000 shares of trepany’s common stock.

On October 14, 2010, the Company entered intoleefmance agreement (“Forbearance Agreement”) withintvestors (ISP Holdings, LLC
and St. George Investments, LLC) of the 2010 Ndbsse investors negotiated the terms of the Foabea Agreement in lieu of entering into
the Extension the other 2010 Notes investors sigRedsuant to the Forbearance Agreement, the twestars refrained and temporarily forb
from exercising and enforcing their remedies agdhms Company due to the event of default andtuwrnethe Company agreed as a
compensation for damages to the two investorsaease the outstanding balance of the 2010 Note&&Ptdéioldings, LLC by 68% and incre:
the outstanding balance of the 2010 Notes to Strggelnvestments, LLC by 25%. In addition, the Campagreed to obtain the required
Shareholder Approval to issue the shares underlyia@010 Notes and warrants on or before Noverh®e2010. In relation to this
agreement, the Company recorded $381,920 in addltfrincipal, and offsetting interest expense tierliquidation damages of the warrants
and $300,773 as a loss on extinguishment of debtsareflected in other expenses, net, in the apemying consolidated statements of
operations. Since we did not hold the meeting byésinber 15, 2010 (due to the SEC comment peribd}et two note holders have submitted
notice to us that the balance of their note sihalldase by another 25% under the terms of the Rmbee Agreement. We are currently trying
to negotiate a settlement with these two holdersesive ultimately held the meeting and the delay @t of our control as a result of the SEC
comment period; however, as of the date of thisoRepve have not reached any agreement. Untigagesment is reached the balance of the
notes has been increased by 25% totaling $882,522.

The 2010 Closings:
First Closing

On March 22, 2010, the Board of Directors authatittee Company to enter into a Note and Warranthase Agreement (“Purchase
Agreement”) with one accredited investor (“ISP Hols” or “First Closing”) pursuant to which the Cpany issued the lender in the First
Closing a Convertible Promissory Note in the pipatiamount of $925,000 bearing interest at a ra2%, increasing to 18% upon the
occurrence of certain triggering events as defindgtie note (the agreement is limited to a maxinufrtwo triggering events). The Purchase
Agreement included a five-year warrant (major teahwarrant are detailed above) to purchase 1, 000sbares of the Company’s Common
Stock at an exercise price equal to the highefiot05% of the VWAP for the five trading days imdiately preceding the date the Company
issued the Warrants; or (ii) the Floor Price (afénael in the First Closing Note). The Note car@e®0% original issue discount and matures on
March 22, 2011. The Company agreed to pay $20a@€@®e Lender in the First Closing to cover thednsaction costs incurred in connection
with this transaction; such amount was withheldrfriine Note at the closing of the transaction. Assalt, the total net proceeds the Company
received were $403,000, after payment made dirégtlyender in the First Closing to a vendor of @@mpany, issuance costs and finddee:
paid in connection with the transaction. The Leridehe First Closing may convert the Note, in whot in part into shares of the Company’s
Common Stock. The Conversion Price is equal taytkater of the Floor Price (as defined in the Note§0% of the VWAP for the five

(5) Trading Days ending on the business day imntelgipreceding the applicable date of conversion.

The embedded conversion feature of the convertibl# and Warrants was recorded as derivative iligsilin accordance with relevant
accounting guidance due to the dommnd protection of the conversion price of thedséoand the exercise price of the Warrants. Thev&dire

on the grant date of the embedded conversion feafiithe convertible debt and warrants amounté88796 and $90,296, respectively, as
computed using the Binomial Lattice option pricimgdel. In regards to the 1 st Trigger Event, tleedase given pursuant to the Extension and
the Registration Rights Agreement penalties andtgeterms of the convertible note agreement aacCttmpany’s agreement with the note
holder, such penalties earned by the note holders the same conversion rights as the original editole note payable. Accordingly, since
terms of the convertible note allow for non-staidanti-dilution (“down-round protection”), the Compy also recorded additional derivative
liabilities for the embedded conversion featuréhef additional principal and interest added assalt®f the trigger events. As noted above, the
Company also increased the note by $381,920 fawtreant liquidation damages and by $300,773 ferdiss of extinguishment of debt. An
additional $94,587 for the 25% increase that isemtly under negotiations was added to the balance.
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The Company established a debt discount of $651/&@Besenting the value of the embedded convefsatnre inherent in the convertible
debt, as limited to the face amount of the debé débt discount is being amortized over the lifthefdebt using the straight-line method over
the terms of the debt, which approximates the @ffeénterest method. For the year ended Decembge?@10, the Company recorded
amortization of the debt discount, including acratled amortization due to conversion of the det$661,165.

The Company also incurred debt issuance costs8#,300 in association with the 2010 Notes. Thastscare included in debt issuance costs
in the consolidated balance sheet at December@D, 2nd are being amortized over the life of thletdising the straight-line method, which
approximates the effective interest method. Dutirggyear ended December 31, 2010, $112,000 wadiaetbas interest expense.

During the year ended December 31, 2010, ISP Hgtdamnverted $1,862,485 of their Note balance3nf@1,000 shares of the Company’s
common stock, with conversion price ranges betv87 and $0.60. As of December 31, 2010, the jpd@hbalance of the note was $472,
and accrued interest was $38,698.

Subsequent to December 31, 2010, principal andeisttén the amount of $372,070 of the First Clodiage been exchanged for 520,000 sh
of the Company’s common stock (see Note 16).

Second Closing

On April 8, 2010, the Company entered into Note Whatrant Purchase Agreements (“Purchase Agreenjeniti’ accredited investors
(“Second Closing”) pursuant to which the Comparsyéd the Lenders in the Second Closing a Converfildmissory Note in the aggregate
principal amount of $5,490,165 bearing interest eite of 12%, increasing to 18% upon the occug@icertain triggering events as define
the note (the agreement is limited to a maximunwoftriggering events). The Purchase Agreementides a five year warrant (major terms
warrant are detailed above) to purchase up to @338&hares of the Company’s Common Stock at saliexercise price of $0.38 per share.
The Note carries a 20% original issue discountraatlres on April 8, 2011. The Company agreed to§23985,165 to the Lenders in the
Second Closing to cover their transaction costsrirecl in connection with these transactions; subumt was withheld from the Note at the
closing of the transactions. As a result, the to&lproceeds the Company received were $3,195a8@0,payments made directly by Lenders
in the Second Closing to a vendor of the Compasyance costs and finder’s fees paid in conneutitinthese transactions. The Lenders in
the Second Closing may convert the Notes, in whole part into shares of the Company’s Common Istdbe Conversion Price is equal to
the greater of the Floor Price (as defined in tléelNor 80% of the VWAP for the five (5) Trading ¥¥aending on the business day
immediately preceding the applicable date of cosioer

The embedded conversion feature of the convertibl¢ and warrants was recorded as derivative iligsilin accordance with relevant
accounting guidance due to the dovannd protection of the conversion price of thedd$otnd the exercise price of the Warrants. Thevédire

on the grant date of the embedded conversion feaftiuthe convertible debt and warrants amounte?1448,402 and $4,714,626, respectively,
as computed using the Binomial Lattice option mgcmodel. In regards to the 1 st Trigger Event,ticeease given pursuant to the Extension
and the Registration Rights Agreement penaltiespemdhe terms of the convertible note agreemetlam Company agreement with the n
holder, such penalties earned by the note holdere the same conversion rights as the original exite note payable. Accordingly, since
terms of the convertible note allow for non-staidanti-dilution (“down-round protection”), the Compy also recorded additional derivative
liabilities for the embedded conversion featuréhef additional principal and interest added assalt®f the trigger events. As noted above,
Company also increased the note by $195,327 fo25Be increase that is currently under negotiativas added to the balance.

The Company recorded a debt discount of $5,490 yEfesenting the value of the embedded convefsatnre inherent in the 2010 Notes, as
limited to the face amount of the debt. Accordinghe carrying value of the 2010 Notes, after @tmmn of the embedded conversion feature
was $0. The debt discount is being amortized sinedght-line method over the terms of the debiictvlapproximates the effective-interest
method. For the year ended December 31, 20101$382 was amortized as interest expense and $3 %8s recorded as loss on debt
extinguishment.
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The Company also incurred debt issuance costs4s,$47 in association with the Convertible Debho3e costs are included in debt issuance
costs in the consolidated balance sheet at DeceBih@010, and are being amortized over the lifdnefdebt using the straight-line method,
which approximates the effective interest methoakimy the year ended December 31, 2010, $315,22lawmrtized as interest expense and
$17,183 was recorded as loss on debt extinguishment

As of December 31, 2010, the principal balancénefriote was $9,638,807 and accrued interest wad; 358

Subsequent to December 31, 2010, principal andeisttén the amount of $10,031,459 of the Secondi@fphave been exchanged for
27,686,358 shares of the Company’s common stoekNs¢e 16).

Third Closing

On April 13, 2010, the Company entered into Noté Wfarrant Purchase Agreements (“Purchase Agreefhevith accredited investors
(“Third Closing”) pursuant to which the Companyussd the Lenders in the Third Closing a Convertitdemissory Note in the aggregate
principal amount of $3,957,030 bearing interest eite of 12%, increasing to 18% upon the occug@hcertain triggering events as define
the note (the agreement is limited to a maximurtwoftriggering events). The Purchase Agreementides a five year warrant (major terms
warrant are detailed above) to purchase up to &680shares of the Company’s Common Stock at saliexercise price of $0.38 per share.
The Note carries a 20% original issue discountraatures on April 13, 2011. The Company agreed yo§i2647,030 to the Lenders in the
Third Closing to cover their transaction costs imed in connection with these transactions; sucbwarnwas withheld from the Note at the
closing of the transactions. As a result, the to&lproceeds the Company received were $2,310a8@0,payments made directly by Lenders
in the Third Closing to a vendor of the Companguance costs and finder’s fees paid in connectitimtive transaction. The Lenders in the
Third Closing may convert the Notes, in whole opanrt into shares of the Company’s Common Stock. Tbnversion Price is equal to the
greater of the Floor Price (as defined in the Note§0% of the VWAP for the five (5) Trading Daysding on the business day immediately
preceding the applicable date of conversion.

The embedded conversion feature of the convertibl¢ and warrants was recorded as derivative iligsilin accordance with relevant
accounting guidance due to the dommnd protection of the conversion price of thedséoand the exercise price of the Warrants. Thev&dire

on the grant date of the embedded conversion feaftiuthe convertible debt and warrants amountekl 947,985 and $8,576,322, respectively,
as computed using the Binomial Lattice option mgcmodel. In regards to the 1 st Trigger Event,ticeease given pursuant to the Extension
and the Registration Rights Agreement penaltiespgmdhe terms of the convertible note agreemethtlae Company agreement with the ne
holder, such penalties earned by the note holdere the same conversion rights as the original exite note payable. Accordingly, since
terms of the convertible note allow for non-staidanti-dilution (“down-round protection”), the Compy also recorded additional derivative
liabilities for the embedded conversion featuréhef additional principal and interest added assalt®f the trigger events. As noted above,
Company also increased the note by $578,609 fo25B& increase that is currently under negotiativas added to the balance.

The Company recorded a debt discount of $3,957 J@@0desenting the value of the embedded convefsatnre inherent in the 2010 Notes, as
limited to the face amount of the debt. Accordinghe carrying value of the 2010 Notes, after @tmwmn of the embedded conversion feature
was $0. The debt discount is being amortized sinadght-line method over the terms of the debiictvlapproximates the effective-interest
method. For the year ended December 31, 20107 $554 was amortized as interest expense and $83%,8s recorded as loss on debt
extinguishment.

The Company also incurred debt issuance costs2if,$85 in association with the 2010 Notes. Thastscare included in debt issuance costs
in the consolidated balance sheet at December(D, 2nd are being amortized over the life of thletdising the straight-line method, which
approximates the effective interest method. Dutiregyear ended December 31, 2010, $227,189 wadiaatbas interest expense and $51,550
was recorded as loss on debt extinguishment.
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As of December 31, 2010, the principal balancénefriote was $7,283,971 and accrued interest wak 12

Subsequent to December 31, 2010, principal andeisttén the amount of $6,962,572 of the Third Glgdhave been exchanged for 14,505,363
shares of the Company’s common stock (see Note 16).

Fourth Closing

On April 26, 2010, the Company entered into Noté Wrarrant Purchase Agreements (“Purchase Agreefevith accredited investors
(“Fourth Closing”) pursuant to which the Companguied the Lenders in the Fourth Closing a Converfilsbmissory Note in the aggregate
principal amount of $685,170 bearing interest etta of 12%, increasing to 18% upon the occurreficertain triggering events (the
agreement is limited to a maximum of two triggerewgnts). The Purchase Agreement includes a figewarrant (major terms of warrant are
detailed above) to purchase up to 712,949 shardedompany’s Common Stock at an initial exerpisee of $0.28 per share for two
investors and up to 101,849 shares at an exerdizegf $0.89 per share for the remaining two ineess The Notes carry 20% original issue
discounts and mature on April 26, 2011. The Compayrged to pay $285,170 to the Lenders in the RdCidsing to cover their transaction
costs incurred in connection with these transastisuch amount was withheld from the Note at thsioh of these transactions. As a result
total net proceeds the Company received were $800diter payments made directly by Lenders infibierth Closing to a vendor of the
Company, issuance costs and finder’s fees paidnnection with the transaction. The Lenders inRbarth Closing may convert the Notes, in
whole or in part into shares of the Company’s Comr8tock. The Conversion Price is equal to the greaftthe Floor Price (as defined in the
Note) or 80% of the VWAP for the five (5) Tradin@is ending on the business day immediately pregetimapplicable date of conversi

The embedded conversion feature of the convertiblt and warrants was recorded as derivative ili@silin accordance with relevant
accounting guidance due to the domumnd protection of the conversion price of thedséoand the exercise price of the Warrants. Thev&dire

on the grant date of the embedded conversion feaftithe convertible debt and warrants amounte1 48,374 and $774,535, respectively, as
computed using the Binomial Lattice option pricmg@del. In regards to the 1 st Trigger Event, tleedase given pursuant to the Extension and
the Registration Rights Agreement penalties andtgeterms of the convertible note agreement aacCttmpany’s agreement with the note
holder, such penalties earned by the note holders the same conversion rights as the original editole note payable. Accordingly, since
terms of the convertible note allow for non-standanti-dilution (“down-round protection”), the Colpy also recorded additional derivative
liabilities for the embedded conversion featuréhef additional principal and interest added assalt®f the trigger events.

The Company recorded a debt discount of $685, Effesenting the value of the embedded conversaiorieinherent in the 2010 Notes, as
limited to the face amount of the debt. Accordinghe carrying value of the 2010 Notes, after @tmmn of the embedded conversion feature
was $0. The debt discount is being amortized sinadght-line method over the terms of the debiictvlapproximates the effective-interest
method. For the year ended December 31, 201@ dhepany recorded amortization of the debt discofi®4d85,341 as interest expense.

The Company also incurred debt issuance costs®5$8 in association with the Convertible Debt.o3é costs are included in debt issuance
costs in the consolidated balance sheet at Decedib@010, and are being amortized over the lifthefdebt using the straight-line method,
which approximates the effective interest methagrifiyy the year ended December 31, 2010, $39,33lamastized as interest expense.

As of December 31, 2010, the principal balancénefriote was $1,165,278 and accrued interest was83.0

Subsequent to December 31, 2010, principal andeisttén the amount of $1,245,320 of the Fourth @psave been exchanged for 2,642,809
shares of the Company’s common stock (see Note 16).

Trigger Events

The following events constitute Trigger Events urttte terms of the Notes. Upon occurrence of arthe$e events, the Company will recot
liability.

1) Decline in -day trailing average VWAP less than $0.20 at angmgitime;
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2) Decline in 1(-day trailing average daily dollar volume of the Goon shares to less than $35,000 per
3) A judgment for an amount equal to or greater thE0$000;

4) Failure to file Registration Statement and haweitlared effective by certain dates. We filed tlegiBtration Statement timel
but failed to have the Registration Statement dedlaffective timely and accounted for such ocowee

5) Occurrence of Events of Default such asfailure to pay or make payments, failure to deliwvenversion shares, breaches of
covenants, incomplete or misleading representatimhwarranties, voluntary or involuntary bankruptsrtain governmental
actions and the failure to timely cure a Triggeeflv

In no event, may the Trigger Events be applied ntioaia twice.
Embedded Conversion Features and Warri

The First, Second, Third, and Fourth Closings eaténto during 2010 carry embedded conversion featand warrants which are accounted
for as derivative instruments under the relevanbanting guidance. Originally, the Company usedBlaek-Scholes model to valuate these
derivatives. Subsequent to the filing of the JB8e2010 Form 10-Q, the Company decided to mova fiee Black-Scholes option pricing
model to the Binomial Lattice option pricing modet the valuation of these embedded conversiorufeatand warrants. The Company
determined that the Binomial Lattice model moreuaately valued the “down-round protections”, oretefeatures included in the embedded
conversion features and a reset provision assdovaté the exercise price of the warrants. As altesf this change to the Binomial Lattice
option pricing model, the Company believes the Biia Lattice model provides a better estimate offalue of the derivative instruments at
their grant dates, triggering dates, and quartds.elm applying the Binomial Lattice model, the Guany used the assumptions shown above
(see Note 1).

As explained in Footnote 5 above, the warrantsy/aficashless exercise” feature. This cashlessisesfeature has value to the holder. To
determine the value of the “cashless exerciselfeathe Company used the following assumptions. Cbmpany initially estimated that the
Company'’s registration statement would be declaftettive on or around February 28, 2011. As statdtle warrant agreement, upon an
effective registration statement the cashless &efeature is no longer available to the holder.January 30, 2011, the Company withdrew
the filing of its registration statement which riésd in the continuance of the cashless exercaife. The Company also evaluated the
likelihood of the warrant holders exercising thearrants under the cashless exercise feature varsash exercise from the original grant date
of each warrant until the estimated date the regieh statement is declared effective. Based erc#ishless exercise notices received by the
Company as of September 30, 2010, and based drestiestimate of the warrant holders’ intent gdorgvard, the Company believed a
conservative estimate that there was a 50% liketithat the investors would exercise under theleaskexercise provision and 50% likelihc
that they would effect a standard exercise via c&sir the quarter ended December 31, 2010, thep@nynre-evaluated the likelihood of
warrant holders exercising the warrants under #shless exercise feature. Based on significamtiseenotices received in January and
February 2011, the Company believes that ther@@¥s likelihood that the investors would exerciseler the cashless exercise provision and
10% likelihood that they would effect a standardreise via cash. The Company, through its valnagipert, then performed the following
steps to estimate the fair value of the warranttheir grant date, at each quarter end and atgrgirThe Company valued the warrants
(assuming standard cash exercises,) under the Bahbattice option pricing model (“Binomial Model Normal”). In addition, the Company
valued the warrants under a separate Binomialdeatiption pricing model (“Binomial Model — Cashl8ssssuming that the holder would
exercise under the cashless exercise featuretprtbe date of the registration statement beindaded effective. Another factor that was
considered for the value estimated under the BiabMbdel — Cashless was that if the holder of ttaerant decided to exercise under the
cashless exercise feature, the number of warramestavailable to the holder was then computedruhdgormula noted in section 2.1(b) of
the warrant agreement. On some dates, it resultpdtentially more shares being issued to the hdlte what are stated on the holder’s
warrant agreement and on some dates it resultstenpally less shares being issued to the holdar tvhat are stated on the warrant
agreement.
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The total values computed under each Binomial Medek then assigned a likelihood or probabilityt the investor may exercise under either
scenario to arrive at the estimated fair valuegaesi to the warrants. For the grant dates anddtieds ending March 31, 2010, June 30,
2010, and September 30, 2010, we used 50% ofailne wnder the Binomial Model — Normal and 50%lw&f value under the Binomial

Model —Cashless. For the period ended December 31, 20ti0hased on actual exercises in the quarter evideth 31, 2011, we used 1(

of the value under the Binomial Model — Normal &6 of the value under the Binomial Model — Cashlés better reflect the current

activity of exercises.

See Note 1 for more information on accounting ferivhtive liabilities related to embedded convendieatures and warrants with down round
protection and valuation of these derivative liiiei.

Activity in connection with the Company’s convetéldebt for the year ended December 31, 2010, fisllasvs:

10% Notes

Issued
Sept '0E

St. George
Debt
Issued
Sept '0¢€

2010 Notes

Issued
3/22/10

Issuec
4/8/10

Issuec
4/13/10

Issuec
4/26/10 Total

Carrying Value
Before Discount at

December 31, 200¢ $ 1,624,881 $

Face value of debt
issued in 201( -

Additional penalities
for trigger events
and forbearance fe
added to the note
balance 169,90

Portion of note
converted to equity (1,430,84)

616,39(

50,00(

(666,39()

$

925,00(

1,410,42.

(1,862,48)

$ -

5,490,16!

4,148,64.

$ -

3,957,03

3,326,94.

$ - $ 224127

685,17( 11,057,36

480,10¢ 9,5686,01

- (3,959,72)

Carrying Value
Before Discount at
December 31, 201! 363,94

Discount, net of

accumulated

amortization at

December 31, 200¢ (1,607,11)
Acceleration of

amortization in

connection with

conversion and det

extinguishmen 1,519,221

Discount attributable
to 2010 note: -

Amortization expens 87,89

(393,68)

393,68:

472,93

261,68t

(651,16%)

389,48(

9,638,80

(5,490,16)

4,023,77!

7,283,97.

(3,957,03)

3,207,60.

1,165,27 18,924,93

- (2,000,79)

- 2,174,58

(685,17()  (10,783,53)

485,34( 8,194,08!

Discount, net of
accumulated
amortization at
December 31, 201( -

(1,466,38)

(749,42

(199,83)  (2,415,64)

Net Carrying Value
at December 31,
2010 $ 363,94. $

$

472,93

$ 817241

$ 6,53454 $ 965,44t $ 16,509,28
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Senior Notes Payabl

In December 2008, in the first closing of the 12&6i8r Note offering, the Company issued units cstirgy of $1,077,500 principal amount of
12% Senior Promissory Notes (“Senior Notes”) and fiear warrants to purchase a total of 862,00€eshaf the Company’s common stock at
$1.00 per share. The Senior Notes bear interestate of 12% per annum, payable semi-annualjuore 1stand December $of each year
after issuance. The Senior Notes matured on thiereef December 8, 2010 or upon the completiothef closing of a credit facility or loans
by the Company or its subsidiaries with a finanmiatitution or bank of not less than $8 milliondrtransaction or series of

transactions. Certain events accelerate the natfrthe Senior Notes, including a change in aantvankruptcy or legal judgment. The
Senior Notes are unsecured, and are senior todheetible Debt. The Company is not permittedssue additional notes or evidence of
indebtedness that are senior in priority to thei@dWotes, however, the Company was permitteddoesotes up to an aggregate principal
amount of $2,500,000 which are of equal prioritytmthe Senior Notes. In September 2010, as atrektile September 2010 Amendment to
the Debt Exchange agreement (discussed below§;dhgany increased the principal of this note by%2B2, which was recorded as a loss
debt extinguishment. The total principal of theenat December 31, 2010 was $1,346,872.

The Company incurred debt issuance costs of $24136d debt discounts of $508,580 in associatidh thie Senior Notes, including $50,858
and $508,580, respectively, related to the issuah®d8,200 warrants for the purchase of the Comisasommon stock at $1 per share, issued
to Senior Note holders and to brokers. These wernaere valued using the Black-Scholes optionimgienodel, using the following
assumptions: (i) no dividend yield, (ii) weightedeaage volatility of 97% (iii) weighted-averagekifee interest rate of 2.10%, and (iv)
weighted-average expected life of 5 years. Debiaisse costs and debt discount are being amortizedtioe life of the debt using the effective
interest method. Amortization of debt issuancesoss $169,947 and $101,698 for the years endedriter 31, 2010 and 2009,
respectively. Amortization of debt discount wad 8378 and $190,402 for the years ended Decembh@03D and 2009, respectively.

On January 30, 2009, the Company conducted thendexnad final closing (the “Final Closing”) of th@% Series 1 Senior Note offering
whereby the Company sold an additional $680,00@cpal amount of 12% Senior Notes and five yeararas to purchase a total of 544,000
shares of common stock at $1.13 per share. Acagisdia total of $1,757,500 in 12% Senior Notes ¥hatrants to purchase 1,406,000 shares
of common stock in the 12% Senior Note Offeringeveold in 2008 and 2009. The Senior Notes issuddnmary 2009 mature on the earlie
the second anniversary of the closing date or tipertompletion of the closing of a credit faciliyloans by the Company or its subsidiaries
with a financial institution or bank of not lesath$8 million in a transaction or series of tratisss. In September 2010, as a result of the
September 2010 Amendment to the Debt Exchange mgraqdiscussed below), the Company increasedrtheipal of this note by $170,000,
which was recorded as a loss on debt extinguishmEme total principal of the note at DecemberZ110 was $850,000.

In connection with the 12% Series 1 Senior Noterirfig, the Company agreed to file a registratiateshent with the SEC on Form S-3 by
July 31, 2009 (which was filed on July 2, 2009)exing the secondary offering and resale of therdtdrShares sold in the 12% Senior Note
offering.

The Company incurred debt issuance costs of $16G8@ debt discounts of $429,760 in associatioh thi¢ Final Closing of the Series 1
Senior Note including $42,976 and $429,760, respalgt related to the issuance of 54,400 and 5408rrants for the purchase of the
Companys common stock at $1.13 per share, issued to lg@ket Series 1 Senior Note holders, respectivélgsd warrants were valued us
the Black-Scholes option pricing model, using thiéofving assumptions: (i) no dividend yield, (iieighted-average volatility of 120% (iii)
weighted-average risk-free interest rate of 1.88f4, (iv) weighted-average expected life of 5 ye@he debt issuance costs are included in
debt issuance costs in the consolidated balanet ah®ecember 31, 2009. Debt issuance costs dndideount are being amortized over the
life of the debt using the effective interest methAmortization of debt issuance costs was $11982®P$37,097 for the years ended
December 31, 2010 and 2009, respectively. Amortinaif debt discount was $327,808 and $101,951hyears ended December 31, 2010
and 2009, respectively.

On May 4, 2009, the Company conducted a first nlpg$iFirst Closing”) of a private offering under dation D for the sale to accredited
investors of units consisting of $1,327,250 priati@mount of 12% Series 2 Senior Notes and five-yearants to purchase a total of
2,123,600 shares of the Company’s common stocR.88%er share (the “Warrant Shares”). Under thageof the offering, the exercise price
of the Warrant Shares was 115% of the five (5)\ddyme weighted average closing price of the Comifsacommon stock on NYSE Amex
US for the five (5) trading days prior to the datdéhe First Closing. In September 2010, as alresthe September 2010 Amendment to the
Debt Exchange agreement (discussed below), the @ayripcreased the principal of this note by $331,&lhich was recorded as a loss on
debt extinguishment. The total principal of theenat December 31, 2010 was $1,659,061.

In connection with the offer and sale of securitethe purchasers in the First Closing of theraffig the Company exclusive placement ag
and all participating brokers received aggregash cales commissions of $132,725 and $39,817 iranoauntable expenses for services in
connection with the First Closing. In addition tive First Closing the Company issued placementtagarrants to the Company’s exclusive

placement agent to purchase a total of 212,36@shaf which, 54,472 shares and warrants to puecf90 shares were assigned to other
individuals.
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The Company incurred debt issuance costs of $323668 debt discounts of $838,826 in associatioh thié First Closing in May 2009,
including $172,012 and $838,826, respectively teeldo the issuance of 212,360 and 2,123,600 warfanthe purchase of the Company’s
common stock at $0.98 per share, issued to braetSenior Note holders, respectively. These weanaare valued using the Black-Scholes
option pricing model, using the following assumpso(i) no dividend yield, (ii) weighted-averagdatility of 120% (iii) weighted-average
risk-free interest rate of 2.03%, and (iv) weightagtrage expected life of 5 years. Those debt igsieosts are included in debt issuance costs
in the consolidated balance sheet at December0®B, Debt issuance costs and debt discount arg beiortized over the life of the debt us

the effective interest method. Amortization of dilsuance costs was $348,276 and $25,288 for #ms yaded December 31, 2010 and 2009,
respectively. Amortization of debt discount was 083 and $56,782 for the years ended Decemb&(3D, and 2009, respectively.

On June 12, 2009, the Company conducted the sextosidg (the “Second Closing”) of a private offeyinnder Regulation D for the sale to
accredited investors of units consisting of $468,pfincipal amount of 12% Series 2 Senior Noteo(dd”) and five year warrants to purchase
a total of 749,600 shares of the Company’s commacksat $1.11 per share (the “Warrant Shares”).aditlde terms of the offering, the
exercise price of the Warrant Shares was to beegre115% of the five day weighted average clggirices of the Company’s common stock
as reported by NYSE Amex US for the five tradingslanded on June 11, 2009. In September 20¥0remult of the September 2010
Amendment to the Debt Exchange agreement (discumed/), the Company increased the principal of tiote by $117,130, which was
recorded as a loss on debt extinguishment. Tlaépahcipal of the note at December 31, 2010 wE85$30.

In connection with the offer and sale of securit@ethe purchasers in the offering, the Company&usive placement agent received sales
commissions of $46,850 and $14,055 of non-accolm&tpenses for services in connection with theoBé¢losing. In addition, in the
Second Closing, the Company issued to the placeagmntt, warrants to purchase a total of 74,960eshaf which the Company’s exclusive
placement agent received placement agent warmrapisrchase 58,360 shares, and two other brokees/egtwarrants to purchase 14,992
shares and 1,600 shares, respectively.

The Company incurred debt issuance costs of $181hé debt discounts of $300,583 in associatioh thi¢ Second Closing in June 2009,
including $68,963 and $300,583, respectively, ezldbd the issuance of 74,960 and 749,600 warranthé purchase of the Company’s
common stock at $1.11 per share, issued to bra@ketSenior Note holders, respectively . These wtsnaere valued using the Black-Scholes
option pricing model, using the following assumpso(i) no dividend yield, (ii) weighted-averagdatdity of 120% (iii) weighted-average
risk-free interest rate of 2.03%, and (iv) weightagtrage expected life of 5 years. Those debt igsieosts are included in debt issuance costs
in the consolidated balance sheet at December08B, Debt issuance costs and debt discount arg beiortized over the life of the debt us

the effective interest method. Amortization of dedsuance costs was $128,386 and $12,782 for #ms yeded December 31, 2010 and 2009,
respectively. Amortization of debt discount was $366 and $27,215 for the years ended Decemb&03D, and 2009, respectively.

The Company did not pay the interest due on thee&érSenior Notes or the Series 2 Senior Noteether “the Series 1 and 2 Notes”) due on
December 1, 2009 or March 1, 2010. The Companyadichave sufficient cash to satisfy these debtscaing on current operations.
Consequently, under the terms of the Series 1 a¥olt@s, the interest rate increased from 12% to p8#@nnum. The failure to pay interest as
scheduled represented an event of default undeethres of the Notes and all senior debt was cliessds current. However, none of the hol
declared default, or declared the outstanding Sdrignd 2 Notes and other contractual obligatiomeediately due.

91




In order to resolve the defaults and to preservaach cash as possible for operations, managemetdgether various exchange agreements
(the “Debt Exchanges”) to enter into with its thebtholders, subject to shareholder approval (“&ader Approval”of such share issuanc
pursuant to which the debt holders would exchahgi butstanding Notes or other debt obligationssfaares of the Comparsytommon stoc
Although the exchange terms vary slightly betwdendebt holders, based upon the terms of eacteqfatticular Notes, a few provisions are
consistent in all of the exchange agreements:

First, all of the issuances pursuant to the prop@=bt Exchanges were subject to Shareholder Agprde that end, the Company
filed its initial Preliminary Proxy Statement onHedule 14A on February 1, 2010; the Company wadbtain the required Stockholc
Approval by September 15, 2010. Based on the tefrtige various exchange and/or extension/waviesegents, all of the notes
would fall back into default, pursuant to which thete holders could declare the full amount owedhemotes immediately due and
payable, if the Company failed to hold the meebtigghe required dates. Once the Company obtaihadeSolder Approval to issue
the shares pursuant to a particular Debt Exchaupgm such issuance, the debt related to such egetegreement would be
convertible into shares of common stock and thddrslthereof would waive all current and futureadéts under the debt.

Second, the Company agreed to use its best eftoregister the shares issuable pursuant to tHeaege agreements in the next
registration statement to be filed under the S&esrAct of 1933, as amended.

Third, the issuance of all of the shares of Comi@toctk to be issued under these Debt Exchangesub@Ecsto NYSE Amex listing
approval.

Under the terms of the Debt Exchange agreemenhdtes would become convertible once all items abwere met. The number of shares of
common stock to be issued to the Note Holder upmversion shall be an amount equal to the quotierihe amount of principal sought to be
exchanged divided by seventy percent (70%) of théA¥P for the five (5) trading days immediately préiey the date of the exchange request;
provided however, in no event shall the exchangmre less than $0.28.

In September 2010, the Company amended the Delhialige Agreement (“September 2010 Amendment to Betitange Agreement”) with
the Series 1 and 2 Note Holders. Pursuant to theeBder 2010 Amendment to Debt Exchange AgreertfemGeries 1 and 2 Note Holders
agreed to extend the date of the required sharehoideting to a date on or before November 15, 2@t@ad of September 15, 2010. In ret
the Company agreed to (a) increase the princidahba due on the Notes by 25% effective Septemb2010 and (b) the Company in itscle
discretion — maintains the right to pay the intecege on the Notes in shares of its common stod&rsp as the market price of the Company’s
common stock is equal to or above $0.28 per shathedate such interest is due. Due to the SEView of the periodic reports that we were
required to mail with the proxy statement, seelhStockholder Approval, we were unable to holrilated meeting until December 3,
2010. Our stockholders approved all of the shanekerlying the Debt Exchange Agreement at the Déeerd, 2010 meeting and the NYSE
Amex approved the shares on January 3, 2011. fAtleoconsideration granted to the note holdersymumt to the exchange and/or
extension/waiver agreements remains in effect andtimer consideration is owed to the note holdarsyant to this default. The total for the
additional penalty was $888,275 and is includeld$s on extinguishment of debt in the accompanygomnsolidated statements of

operations. As of the date of this filing, we hawe received notice from any note holders dectpardefault. Any shares of common stock to
be issued pursuant to the debt exchange will eedspursuant to Section 4(2) of the Securitiesféicissuances not involving a public offering
and Regulation D promulgated hereunder.

Subsequent to December 31, 2010, principal andeistién the amount of $5,434,052 of the SeriesdlzaNotes have been exchanged for
13,640,728 shares of the Company’s common stoekNs¢e 16).
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Activity in connection with the Company’s SeniorReluring the year ended December 31, 2010, islasfs:

Series 1 Series 2
Dec-08 Jan-09 May-09 Jun-09 Total

Carrying Value Before Discount at December 31, 20( $ 1,077,501 $ 680,00 $ 1,327,24¢ $  468,35( $ 3,553,09
Note increase for debt extinguishm 269,37: 170,00( 331,81. 117,28( 888,46«
Carrying Value Before Discount at December 31, 2 1,346,87. 850,00( 1,659,06: 585,63( 4,441 56.
Discount, net of accumulated amortization, a

December 31, 2009 (318,179 (327,809 (782,04) (273,361) (1,701,39)
Amortization expense for year ended December 310 318,17¢ 327,80¢ 782,04 273,36t 1,701,39
Discount, net of accumulated amortization, at Demen

31, 2010 - - - - -
Net Carrying Value at December 31, 201 $ 1,346,87. $ 850,00 $ 1,659,06 $ 585,63( $ 4,441,56:

The Bridge Loan Agreement

On September 10, 2009, the Company entered intidgeéBLoan Agreement (the “Bridge Loan Agreementith Cantone Research, Inc. (the
“Lender”) whereby the Lender agreed to provide @@ Loan for $58,000 (the “Bridge Loan”) and thendpany agreed that the proceeds of
the Bridge Loan would be used exclusively to pagnest due on currently outstanding “12% SenioreNbinterest under the Bridge Loan w
set at 12% per annum. However, because the Congddmpt repay the Bridge Loan as scheduled on fareéctober 9, 2009, the interest
rate was increased to 18% per annum, retroacti@eppember 10, 2009. Since the Bridge Loan wasapatid by December 1, 2009, $25,000
was added to the principal value of the Bridge Lohligation, making the principal of the Bridge Ioo$83,000 as of December 31, 2009.
Pursuant to the Bridge Loan Agreement, the Comfssued to the Lender a two-year warrant to purctid$e000 shares of the Company’s
common stock exercisable at $0.60 per share (the-Year Warrant”). This warrant was valued at $80,8sing the Black-Scholes model
with a discount rate of 0.93% and a volatility d9808% on the date of the Bridge Loan Agreementiddithe appropriate accounting guida
the Company recorded the value of the warransaelgtive fair value and recorded a debt discdumt.the years ended December 31, 2010
and 2009, $18,432 and $16,368, respectively, wastarad to interest expense related to this dedutadint.

The Company paid cash fees associated with thisade#84,800, which was recorded as debt issuaoses.cFor the years ended December 31,
2010 and 2009, the Company recorded interest erper34,800, and $0, respectively, related tadéiat issuance costs.

In March 2010, the Company entered into an Exch@ggeement with the Lender. Under the Exchange &guent, we agreed to the issuance
of up to an aggregate of 404,526 shares of our comstock, issuable upon: (i) exchange and caniilaf all principal amount of the Bridge
Loan ; (ii) cancellation of all of the interest awed thereon, accruing at the contractual defatdt of 18%, retroactively from September 10,
2009 through August 30, 2010; (iii) cancellationadifother fees due under the Bridge Loan, totatipgroximately $12,000 and (iv) in
consideration for such exchange and cancellatmnaduction of the warrant exercise price for thé,000 warrants originally issued in
connection with the Bridge Loan from $0.60 per shar$0.28 per share.

Pursuant to the Bridge Loan Exchange Agreementyere required to obtain shareholder approval bye®eper 15, 2010. Since our failure to
obtain shareholder approval by September 15, 2@ifidrsubject us to being in default of the Bridgeh, on September 13, 2010, we sought
the Bridge Loan holder’s agreement to instead tiwddmeeting on or before November 15, 2010. Inidenation for their agreement to extend
the time in which we must obtain shareholder apalicand waive any defaults related to our failuréald the meeting by September 15, 2010,
we agreed to increase the principal balance oBtidge Loan by 25% and pay an additional $5,00@dal fees related to the default. In
accordance with relevant accounting guidance, thrafizany recorded the 25% increase of $57,360 tpriheipal balance as a loss on
extinguishment which is included in the accompagystatement of operations for the year ended DeeeSih 2010.
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On September 14, 2010, the Company recorded aibhebnversion feature of the principal balant¢he note, which resulted in the
recording of $140,360 as debt discount and amaitiz&xpense of $140,360 as of December 31, 204@ #esult of this agreement, we agr
to issue the holder 592,261 shares (instead 06264, which includes interest payments due thrddgbember 31, 2010. The issuance of
shares pursuant to the amendment is subject teeoaipt of NYSE Amex listing approval and Sharekoldpproval. The Shareholder
Approval was received on December 3, 2010 and h8EAmex listing approval was received on Januaddd.1. The debt balance of
$140,360 and accrued interest of $25,474 was ctetvér January 2011 into 592,261 shares of the @oyip common stock (see Note 16).

As of December 31, 2010, the principal of the Bedgan was $140,360 and related accrued interes$2%,474.

Subsequent to December 31, 2010, the total prihaipéinterest of the Bridge Loan has been exclhafme592,261 shares of the Company’s
common stock (see Note 16).

Consulting Agreement

On September 10, 2009, the Company entered intnaulting Agreement (the “Consulting Agreement”’jmCantone Asset Management,
LLC ( “Cantone Asset ") whereby Cantone Assetvjted guidance and advice related to negotiatiegehms of the Company’s outstanding
Series 1 and Series 2 Senior Notes and continugitag to assist the Company to coordinate withhiblders of the Series 1 and Series 2
Senior Notes. In consideration of Cantone Asse&t'gise, the Company agreed to pay monthly congyfides of $12,000 per month for a
period of twelve (12) months and issue to the Chastia five-year warrant to purchase 200,000 shaféhe Company’s common stock at an
exercise price of $0.60 per share (the “Cantoner@i#ii). This warrant was valued at $88,000 usiregBhack-Scholes option pricing model
with a discount rate of 2.38% and a volatility 8 127% and recorded as a prepaid asset. Duringetims ended December 31, 2010 and 2009
the Company recorded amortization expense of $38&66 $29,333 related to this agreement, respégtiwbich has been included in selling,
general and administrative expenses in the accopmugnonsolidated statements of operations. At Dexsr 31, 2010 and 2009 the
unamortized balance of $0 and $58,667 is includegatépaid consulting.

In March 2010, in an effort to further reduce igsl expenditures, the Company also amended theltingsagreement with Cantone Asset.
Under the amended consulting agreement, Cantonet Agseed to accept shares of the Company’s constook in lieu of the Cash
Consulting Fee and as consideration thereforeCtrapany agreed to reduce the warrant exercise pfitee Cantone Warrants to $0.28 per
share (the “Amendment”). Pursuant to the Amendrreemd, subject to stockholder approval, the Compamyldvissue Cantone Asset an
aggregate of 514,286 shares of the Company’s constooh (the “Amendment Shares”), which does nduithe the shares of common stock
underlying the Cantone Warrants. Pursuant to themdment, the Company was required to obtain shitehapproval by September 15,
2010. As previously stated the Company was unat®ld a meeting by such date due to the SECigwewf the periodic reports that were
required to be mailed with the corresponding prstatement. Accordingly, the Company sought andinbtl Cantone Asset’s agreement to
instead hold the shareholder meeting by Novembg2Q%0; in exchange for which, we agreed to in@e¢hs cash fee owed to Cantone Asset
by 25% and instead of paying the amount owed ih easagreed to issue them 642,857 Amendment Sfthre$Extension”), which shall be
full and complete payment of all fees owed to Caatander the Agreement and the Amendment. Pursodimé Extension, Cantone Asset i
agreed to waive any defaults related to the Compdaifure to hold the shareholder meeting by Seyiter 15, 2010. The shareholders
approved all of the shares underlying the Debt Brgle Agreement at the December 3, 2010 shareholeleting and the NYSE Amex
approved the shares on January 3, 2011. The 642588ndment shares were issued on January 12, @Bith represents full and complete
payment of all fees owed to Cantone Asset undeAgreement and the Amendment (see Note 16).

Debt Repayment Obligatior

All of the Company’s Convertible Debt, Senior Ngtasd the Bridge Loan are considered to be shart-tkebt and to be repaid within the next
12 months.

See also Note 16 — “Subsequent Events” for furihi@rmation regarding certain debt obligations.
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NOTE 9 — EMPLOYMENT CONTRACT TERMINATION LIABILITY

In October 2008, the Company’s former chief exeeutifficer agreed to retire from his employmentwilie Company. The Company
negotiated a settlement of its employment contrattt the former chief executive officer under whicé received $150,000 upon the effective
date of the agreement, including $25,000 for reirabment of his legal expenses. In addition the Gompagreed to pay $540,000 in monthly
installments of $18,000, commencing January 3192f0continue certain insurance coverage, andtiend the term of options previously
granted which would have expired shortly after teation of employment. Pursuant to FASB ASC 4204h@,Company recorded a liability of
approximately $517,000 for the present value ofntfloathly installments and insurance coverage’suhger the settlement agreement.
Approximately $85,000 and $227,000 are includeddorued salaries and wages and $0 and $86,000ciuded in other long-term liabilities
in the accompanying consolidated balance she&@s@mber 31, 2010 and 2009, respectively. Durieg/dar ended December 31, 2010, the
Company paid approximately $282,700 under thisngeaent to the Company’s former CEO.

NOTE 10 — COMMITMENTS AND CONTINGENCIES
Operating Leases

The Company leases its laboratory and manufactspage under an operating lease agreement thaedxgpi December 1, 2010. The lease
required monthly lease payments of $6,944. Theel@eas extended to August 31, 2011.

Rent expense under non-cancelable leases was apptely $90,000 and $83,000 for the years endecber 31, 2010 and 2009,
respectively.

Litigation

On February 22, 2002, AcuVector Group, Inc. (“Acele”) filed a Statement of Claim in the Court ofi€en’s Bench of Alberta, Judicial
District of Edmonton relating to the Company’s G€Ehnology acquired from Dr. Chang in August 20l4e claim alleges damages of $CDN
20 million and seeks injunctive relief against Bhang for, among other things, breach of contradttaeach of fiduciary duty, and against us
for interference with the alleged relationship betw Dr. Chang and AcuVector. The claim for injunetielief seeks to establish that the
AcuVector license agreement with Dr. Chang is stikffect. The Company performed extensive dugelilce to determine that AcuVector |
no interest in the technology when the Company iaedit. The Company is confident that AcuVectafaims are without merit and that the
Company will receive a favorable result in the cadsethe final outcome is not determinable, no aator loss relating to this action is reflec
in the accompanying consolidated financial statamen

The Company is also defending a companion casifilthe same court by the Governors of the Unitserd Alberta filed against the
Company and Dr. Chang in August 2003. The UniveiitAlberta claims, among other things, that Dha@g failed to remit the payment of
the University’s portion of the monies paid by tbempany to Dr. Chang for the CIT technology purelgdsy us from Dr. Chang in 2001. In
addition to other claims against Dr. Chang relatmgther technologies developed by him while atlthmiversity, the University also claims
that the Company conspired with Dr. Chang and fiated with the University’s contractual relationsder certain agreements with Dr. Chang,
thereby damaging the University in an amount wigalnknown to the University at this time. The Usisity has not claimed that the
Company is not the owner of the CIT technologyt jbat the University has an equitable interestaimeor the revenues there from.

If either AcuVector or the University is succesdfutheir claims, the Company may be liable forsgtahtial damages, its rights to the
technology will be adversely affected and its fatprospects for exploiting or licensing the ClThiealogy will be significantly impaired.
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On June 11, 2010, Hudson Bay Fund, L.P. (“HudsoyiBded a statement of claim in the Court of CoBkunty, County Department, Law
Division, State of lllinois relating to the Compasypril 8, 2010 Convertible Promissory Notes. Tdia@im alleges that a Trigger Event
occurred, because the registration statement cqfagsea by the Registration Rights Agreement wagdectared effective on or before June 1,
2010. As a result of the Trigger Event, the balamas immediately increased to 125% of the outstaptdalance. The Company noted this
Trigger Event and recorded in its accompanyingrfaia statements the increase of principal. Moreowe claim alleged that an additional
Trigger Event occurred because the Company didurat the first Trigger Event within five tradingyda As a result to the Second Trigger
Event, Hudson Bay alleges that the outstandingnicelaf the Note should be immediately increasedrbgdditional 125%. The Company di
not agree with Hudson Bay’s second allegation.h&sfinal outcome is not determinable, no accrudbss relating to the second allegation is
reflected in the accompanying consolidated findreteements. On January 21, 2011, Hudson ageeexthange the Hudson Notes for an
aggregate of 1,140,357 shares of the Company’s @mstock pursuant to Section 3(a)(9) of the Sdesrict of 1933, as amended. As a
result of the exchange, such notes are no longstamding, and the Company and Hudson accordirgylyeal to execute and file an order
dismissing the June 11, 2010 complaint, with priegldThe dismissal order was filed on January P1,12

On December 10, 2010, Alpha Capital Anstalt and Mfreaven Capital Fund Ltd. (the “Plaintiffs”) filedcomplaint against us regarding the
warrants they received in the Registered Direce@ffy (‘RDO”) that we completed in November 2009 and the shadehebte obtained at o
December 3, 2010 annual shareholder meeting. Hietiffs believe that the effective price of thetds we issued pursuant to the 2010 Note
Financing is lower than what we claim it to be éimat such alleged effective price requires a greatet to the exercise price of the warrants
they received in the RDO. The Plaintiffs amendeadrtbomplaint to allege that the issuance of shtréao of our other note holders in
settlement of a lawsuit with such note holders #iggered their anti-dilution rights. AdditiongJlthey allege that we solicited votes against
one of the proposals related to the RDO that wapgsed at the December 3, 2010 annual sharehokkting. We do not agree with any of
the Plaintiffs claims and intend to defend the cagerously. If the Plaintiffs prevail, they mag lentitled to exercise their warrants for up to
21,800,000 shares of our common stock and the coaytaward them cash damages, which at this tiene hot yet been established or
calculated.

To date, we have expended a large amount of castiraa on this lawsuit and numerous depositionehaeen scheduled. Considering the
potential outcome of this lawsuit and attorneys fagsociated with litigating same, management\edié to be in the company and our
shareholders’ best interest to settle this lawguditordingly, on May 10, 2011 we entered into dlestent agreement with the Plaintiffs, which
was amended on May 24, 2011. (See Note 16).

On December 1, 2010, the two note holders with wi@rentered into the October 14, 2010 forbearagoeeanent, in lieu of the extension
letter agreement we entered into with our otheil028ate Financing note holders, submitted a letistirgy that we defaulted on

the Forbearance Agreement since we did not havstthreholder meeting on November 15, 2010. Tieséolders claim that because we
did not hold the meeting on November 15, 2010 Rbibearance Agreement then allows them to seekaurse available under the terms of
the original note and the Forbearance Agreemermifigaly asserts that only one trigger event ocedrand that they are therefore entitled t
additional 25% increase in their note balance. Chmpany is negotiating a settlement. Until an egrent is reached the balance of the notes
has been increased by 25% totaling $882,552.

On March 11, 2011, The Rosen Law Firm, P.A. filetlesss action suit, alleging the Company had véaldederal securities laws by
misrepresenting the relationship between us amd garties in the Company's clinical studies ofdtsko-Sure® test kits. The Company
believes there is no basis to the suit filed by Rlesen Law Firm and it has been fully transparnetitsi relationship with third parties.

In the ordinary course of business, there are gibemtial claims and lawsuits brought by or agdiine Company. In the opinion of
management, the ultimate outcome of these mattirsat materially affect the Company’s operatiarsfinancial position or are covered by
insurance.

Indemnities and Guarantee

The Company has executed certain contractual indie®and guarantees, under which it may be requoenake payments to a guaranteed or
indemnified party. The Company has agreed to indignits directors, officers, employees and ageatthe maximum extent permitted under
the laws of the State of Delaware. In connectiatihaicertain facility lease, the Company has indéethits lessor for certain claims arising
from the use of the facilities. Pursuant to thleSad Purchase Agreement, the Company has indiechtiife holders of registrable securities
for any claims or losses resulting from any untalkegedly untrue or misleading statement maderggéstration statement, prospectus or
similar document. Additionally, the Company haseggl to indemnify the former owners of JP| agaiosses up to a maximum of $2,500,000
for damages resulting from breach of representatiwrwarranties in connection with the JPI acquisit The duration of the guarantees and
indemnities varies, and in many cases is indefinltkese guarantees and indemnities do not prdeideny limitation of the maximum

potential future payments the Company could begaldid to make. Historically, the Company has eenbobligated to make any payments
these obligations and no liabilities have beennded for these indemnities and guarantees in tbenaganying consolidated balance sheets.
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NOTE 11 — SHARE-BASED COMPENSATION

The Company has six share-based compensation yohaies which it may grant common stock or incentine non-qualified stock options to
officers, employees, directors and independentraotdrs. The exercise price per share under ttentive stock option plan shall not be less
than 100% of the fair market value per share ordtte of grant. The exercise price per share uth@enon-qualified stock option plan shall
not be less than 85% - 100% of the fair marketerger share on the date of grant. All options g@winder the plans through December 31,
2010 had an exercise price equal to the fair markdeie at the date of grant. The expiration d&iptions granted under any of the plans may
not exceed 10 years from the date of grant.

Effective June 30, 1999, the Company adopted t®8 Block Option Plan (the “1999 Plan”). The Compaan grant options for the purchase
of up to 400,000 shares of the Company’s commaekatader the 1999 Plan. The 1999 Plan terminatedlioe 30, 2009, after which grants
cannot be made from the 1999 Plan. All optiong upsn grant and expire five years from the datgraht. As of December 31, 2010, 60,001
options at a weighted average exercise price &8pier share were outstanding under the 1999 Plan.

On January 25, 2002, the board of directors adapie@002 Stock Option Plan (the “2002 Plan”). Tmmpany can grant options for the
purchase of up to 200,000 shares of the Compaiysron stock under the 2002 Plan. All options gréiwiest upon grant and expire five
years from the date of grant. As of December 3102€here were no options outstanding under th@ Z2d@n. The Company had 39,z
options available for grant under the 2002 PlaDextember 31, 2010.

On February 23, 2004, the board of directors adbfite 2004 Stock Option Plan (the “2004 Plan”).e Tompany can grant options for the
purchase of up to 480,000 shares of the Compayson stock under the 2004 Plan. The Company B&@B0 options available for grant
under the 2004 Plan at December 31, 2010 and 8@ 8ns at a weighted average exercise price afgfer share were outstanding under
the 2004 Plan. These options vested immediatelyeapire in 2011.

On March 14, 2006, the Board of Directors adopkesd2006 Equity Incentive Plan (the “2006 Plan"heTCompany can grant options for the
purchase of up to 1,000,000 shares of the Compaoyfsnon stock under the 2006 Plan. Vesting oftgrander the 2006 Plan is determined
at the discretion of the Compensation CommittethefBoard of Directors. Options granted under2®@6 Plan have generally vested upon
grant. As of December 31, 2010, 817,000 optiorsswaeighted average exercise price of $2.17 peeshkare outstanding under the 2006
Plan. The Company had 143,000 options availablgrfant under the 2006 Plan at December 31, 2010.

On September 7, 2006, the Company’s shareholdereagd the 2007 Equity Incentive Plan (the “200&nP). The Company can grant
options for the purchase of up to 1,500,000 shafrése Company’s common stock under the 2007 Pigesting of grants under the 2007 Plan
is determined at the discretion of the Compensatiommittee of the Board of Directors. Options gednunder the 2007 Plan generally vest
ratably over 24 months. As of December 31, 2016,@00 options at a weighted average exercise pfié&.74 per share were outstanding
under the 2007 Plan. The Company had 665,000reptuailable for grant under the 2007 Plan at Déesrdl, 2010.

On December 3, 2010, the Company’s shareholder®egg the 2010 Equity Incentive Plan (the “2010nPla The 2010 Plan provides for the
grant to employees, including executive officefgestricted common stock, as well as cash or athare-based awards and other benefits. A
maximum of 6,000,000 shares of common stock magsed and awarded under the 2010 Plan; howevef,Jauary 1 of each year,
commencing with the year 2011 and ending with & 2013, the aggregate number of shares avaftabdganting awards under the 2010
Plan shall automatically increase by a number afehequal to the lesser of (x) 5% of the total lnemof shares of the Company’s common
then outstanding or (y) 1,000,000. The maximum remab shares of common stock that may be subjestioick awards granted to any one
participant during any single year period is 3,000, Vesting of grants under the 2010 Plan isrdeteed at the discretion of the
Compensation Committee of the Board of Direct@@gtions granted under the 2010 Plan generallyinvasiediately upon grant. As of
December 31, 2010, 5,590,000 options at a weiginedage exercise price of $0.39 per share wer¢anulisg under the 2010 Plan. The
Company had 410,000 options available for graneuatite 2010 Plan at December 31, 2010.
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Summary of Assumptions and Activity

The fair value of option awards to employees, dnecand consultants are calculated using the Batioles option pricing model, even
though the model was developed to estimate thevédire of freely tradable, fully transferable opsowithout vesting restrictions, which differ
significantly from the Company’s stock options. eTBlack-Scholes model also requires subjectiveraptians, including future stock price
volatility and expected time to exercise, whichajke affect the calculated values. The expectddtility is based on the historical volatility of
the Company’s stock price. The expected term tibop granted is derived from historical data orpkayee exercises and post-vesting
employment termination behavior. The risk-fre@rslected to value any particular grant is basetth® U.S. Treasury rate that corresponds to
the expected term on the date of the grant. Thregaay does not expect to pay dividends in the &makle future, thus the dividend yield is
zero. These factors could change in the futufectifig the determination of share-based compesrsatipense in future periods.

No options were granted during the year ended Dbeelil, 2009. During the year ended December@llQ,2he Company granted 5,590,
options to employees, directors, and outside ceenstsl which vested immediately upon grant. The gamy used the Black-Scholes option
pricing model to value the options. The optionsewslued at $1,844,700 on December 3, 2010, tteeafagrant. The Company used the
following assumptions in valuing the options on gnant date:

Annual dividend yielc -

Expected life (years 5
Risk-free interest rat 1.5%%
Expected volatility 12&%

Share-based compensation expense recognized dieimgriod is based on the value of the portioshafre-based payment awards that is
ultimately expected to vest during the period. ABB-10 requires estimates of forfeitures of unwesigtions at the time of grant. Estimated
forfeitures are revised in subsequent periodstifaldorfeitures differ from those estimates. Tlsdraated average forfeiture rate for 2010 and
2009 was 0%, as options generally vest upon grant.

During September 2009, the Company modified varemaployee stock options to change the exercise pni§0.75. For the fully vested
options, this modification resulted in $129,36@gpense recorded during the year ended Decemb@08%2, During the year ended Decen
31, 2010, the Company recorded $173,758 as additexpense related to the remaining vested emplagdealirector stock options.

Employee and director stock-based compensationnsep®r the years ended December 31, 2010 and 2@9ding expense related to the
modification of options upon the retirement of éormer Chief Executive Officer, as described abavas $2,018,458 and $795,983,
respectively. Share-based compensation relatechpdogee and director stock options under ASC 71816cluded in selling, general and
administrative expense. There was no unrecognizaceshased compensation expense at December 31reafied to employee and director
stock options.
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The following is a status of all stock options aaigling at December 31, 2010 and 2009 and the elsathging the years then ended:

2010 2009

Weighted Weighted

Average Average

Exercise Exercise

Options Price Options Price

Outstanding and exercisable, beginning of \ 1,858,00. $ 1.8¢ 2,757,00. $ 2.5¢€
Granted 5,590,00! 0.3¢ - -
Expired/forfeited (80,000 0.7t (899,000 3.8¢
Outstanding and expected to vest, end of year(1) 7,368,00. $ 0.7t 1,858,00. $ 1.9C
Vested and exercisable, end of year 7,368,00. $ 0.7t 1,753,621 $ 1.91

(1) Includes the I-pricing in 2009 of 1,129,000 options from exergisiees ranging from $2.8- $4.65 to a modified exercise price of $0

There were no options exercised in 2010 or 200%: dggregate intrinsic value of options outstandinecember 31, 2010 and 2009,
considering only options with positive intrinsiclvas and based on the closing stock price, wa®9%1335 and $0, respectively. The weighted-
average remaining contractual term of outstandimjexercisable options at December 31, 2010 anfl @8 4.10 and 2.49 years,
respectively.

NOTE 12 — STOCK WARRANTS
The Company issues warrants pursuant to debt fingscconsulting, and service agreements.

In January 2009, the Company issued five-year wisri® purchase 544,000 shares of the Company’snconstock at $0.98 per share in
connection with the second closing of the SenioteNimancing of a private offering of the Compasnigommon stock. Warrants to purchas
additional 54,400 shares of the Company'’s stodKlat3 per share were issued to the private placeagemt (see Note 8).

On May 4, 2009, the Company issued five-year wasrempurchase 2,123,600 shares of the Companyisnom stock at $0.98 per share in
connection with the “First Closing” of a privatefafing of the Company’s common stock. Warrantpucchase an additional 212,360 shares
of the Company’s stock at $0.98 per share wereetsu the private placement agent (see Note 8).

On June 12, 2009, the Company issued five-yearantgito purchase 749,600 shares of the Compangisonm stock at $1.11 per share in
connection with the “Second Closing” of a privaffedng of the Company’s common stock. Warraotptirchase an additional the 74,960
shares of the Company'’s stock at $1.11 per share isgued to the private placement agent (see 8ote

On August 24, 2009, the Company issued five yearamés to purchase 403,621 shares of the Compaoyisnon stock at $0.66 per share in
connection with the issue of convertible debt whighre valued and accounted for upon the issuantteeaklated convertible debt in 2008 (see
Note 8).

On September 10, 2009, the Company issued a twowegaant to purchase 116,000 shares of the Companynmon stock, exercisable at
$0.60 per share, pursuant to the Bridge Loan Ages¢nagainst receipt of the Bridge Loan, to thedegr(see Note 8). This warrant was
valued at $34,800 using the Black-Scholes optiécimy model with a discount rate of 0.93% and atibity of 0.9308% on the date of the
Bridge Loan Agreement. Under the appropriate actiogmuidance, the Company recorded the valueefihrrant at its relative fair value a
recorded a debt discount.

On September 10, 2009, the Company issued to dtansun connection with the Bridge Loan Agreemenfive-year warrant to purchase
200,000 shares of the Company’s common stock akarcise price of $0.60 per share (see Note 8¢ Widrrant was valued at $88,000 using
the Black-Scholes option pricing model with a discbrate of 2.38% and a volatility of 0.9727% aadarded as a prepaid asset. During the
years ended December 31, 2010 and 2009 the Compeorded amortization expense of $58,667 and $23@&ated to this agreeme
respectively,
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On September 15, 2009, the Company issued a waoaotrchase 500,000 shares of the Compaogmmon stock, $0.001 par value per st
at an exercise price of $0.65 per share, subjez¢rtain anti-dilution adjustments, in connectiothva promissory note (see Note 8). The
warrants expire five years from the date of grant.

On November 30, 2009, in connection with the elgsf the 2009 Registered Direct Offering (“RDOT)stnares of common stock and
warrants, the Company issued warrants to purchd4® 429 shares of its common stock to the purchasehat offering at an initial exercise
price of $1.25 per share, subject to adjustmepragded in the warrant (see Note 13). In Decen2®di0, the Company issued additional
warrants pursuant to the anti-dilution provisiofishe RDO warrants. Accordingly, the exercise @rié such warrants was reduced to $0.28
and the number of warrants was increased by 5,697 an aggregate total of 7,342,156 shares.

In connection with the First, Second, Third, andifio Closing of the convertible note purchase agesgs effective March 22, 2010, April 8,
2010, April 13, 2010 and April 26, 2010, (see Nat®r further information), the Company issued aats to purchase up to 13,148,668 shares
of the Company’s common stock at a minimum exengigee at issuance date ranging between $0.28 @89 $er share subject to adjustment
as provided in the warrant.

In May 2010, the Company entered into separategeraents with the former 2008 Convertible Debt Brddo issue additional warrants to
purchase 1,114,658 additional shares of the Conipanynmon stock (see Note 8 for further informa}iand a modification of the exercise
price ranging from $1.13 to $1.64.

On May 27, 2010, the Company granted a four-yearamato purchase 400,000 shares of the Compaoysrmn stock at an exercise price of
$1.23 per share to be earned over a 2 year primwarrants were valued using the Black-Scholésmopricing model using an expected
term of 4 years, volatility of 130.01%, risk fregdrest rate of 2.18% and a zero dividend ratea Aesult of the valuation, the Company
recorded $400,000 as prepaid consulting and anedr$$416,669 as of December 31, 2010.

During the year ended December 31, 2010, St. Geargenvertible debt holder, exercised outstandiagants to purchase an aggregate of
500,000 Shares of the Company’s common stock. Atrants exercised during the year ended Decemh&03D by St. George were at $0.28
per share, the adjusted warrant exercise pricaipatgo the terms of the warrants. The total net@eds from the exercise of warrants by St.
George during such period were $140,000. The agtgagtrinsic value of the warrants exercised W&, @00.

During the year ended December 31, 2010, note hold8enior Notes Series 1 and 2, exercised oustgrwarrants to purchase an aggregate
of 748,000 shares of the Company’s common stoc&.\Wérrants were exercised at the contractual eseeprices between $0.98 and $1.11 per
share. The total gross proceeds from the exeréisewants by Senior Notes Series 1 and 2 notegnslduring such period were $740,800
before commission of approximately $62,312. Theregate intrinsic value of the warrants exercised $486,200.

In October 2010, five holders of warrants issueddnnection with the September 2008 convertibles¢ee Note 8) exercised warrants to
purchase an aggregate of 105,856 shares of the &ogrspcommon stock. As a result of private negiatiet during October 2010, we re-priced
these warrants held by 5 of the investors to $pd&iZhare. The original price of the warrants texte re-priced was $3.68, $4.74 and

$2.69. The remaining unexercised warrants remancésable at their original exercise price adeeh above. The total gross proceeds from
the exercise of warrants by the 2008 convertible holders were $55,045. The aggregate intrindizevaf the warrants exercised was $8,468.

In October 2010, the note holder of the warrargsds in connection with the First Closing of cotitde notes (see Note 8) exercised warrants
to purchase 1,100,000 shares of the Company’s constock. The warrants were exercised using thelesslexercise option of the warrants.
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The following represents a summary of the warrantstanding at December 31, 2010 and 2009 and eBahging the years then ended:

2010 2009

Weighted Weighted

Average Average

Exercise Exercise

Warrants Price Warrants Price

Outstanding and exercisable, beginning of \ 10,393,28 $ 1.6€ 5,252,69' $ 3.3¢
Granted 20,360,83 0.4z 6,688,97! 1.02
Expired/forfeited (1,161,58) 3.6¢ (1,548,38) 2.8t
Exercisec (2,453,851 0.4¢ - -
Outstanding and exercisable, end of y 27,138,68 $ 0.7 10,393,28 $ 1.6€

The following table summarizes information aboutnaats outstanding at December 31, 2010:

Number of Weighted Average
Warrant Remaining Contractual
Exercise Price Shares (1) Life (Years)
$0.28- $0.38 19,289,60 4.91
$0.60- $0.98 2,533,43 3.34
$1.00- $1.18 2,536,62 3.2¢
$1.20- $1.25 542,18: 3.6¢€
$1.33-$1.39 225,93 4.3¢
$1.48- $1.64 522,23t 4.3¢
$2.69 172,35 2.71
$4.74 1,316,31! 1.0C
27,138,68

(1) Includes certain warrants which can be exercisechéoconsideration under the cashless exerciseigioog as defined in the warr.
agreements (see Note

The outstanding warrants at December 31, 2010 @66 are held by consultants and other service geosj stockholders, and current and
former note-holders and are immediately exercisable

NOTE 13 — STOCKHOLDERS' EQUITY (DEFICIT)

Preferred Stock

The Company'’s Certificate of Incorporation authesizhe Company to issue up to 25,000,000 shai®3.001 par value preferred

stock. Shares of preferred stock may be issuedénor more classes or series at such time anethnaguantities as the board of directors may
determine. During the periods presented, the Cosnpad no shares of preferred stock outstanding.

Common Stock

The Company'’s Certificate of Incorporation authesizhe Company to issue up to 200,000,000 shamsnohon stock, $0.001 par value.
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The Company has funded its operations primarilgugh a series of Regulation S and Regulation D emnom offerings (the “Offerings”),
which consisted of the issuance of common stoakebt and equity securities that are convertiblexarcisable into shares of our common
stock.

Common Stock Issued for Services

On February 5, 2008, the Board of Directors auttaatithe issuance of 300,000 shares of common sdcW/P1 pursuant to a consulting
agreement dated February 3, 2008 for financialsamtyiservices to be provided from February 3, 2008ugh June 4, 2009. The shares were
issuable in two increments of 150,000. The shaested over a fifteen month period and were beimgeeamonthly as the shares are earned
based on the trading price of the common stockhemtonthly anniversary date. In accordance with BASC 505-50, the shares issued were
periodically valued through the vesting period. i@savested under the agreement were 80,000 and@®2Auring the years ended

December 31, 2009 and 2008, respectively. The Caynpcorded general and administrative expens& bf6B0 and $527,801 related to the
agreement during the same years then ended.

On January 7, 2009, the Company granted 120,00@slb&common stock to the Company’s independertttirs, subject to stockholder
approval. The grant of the 120,000 shares is basguerformance through 2008. During the quarteedr8eptember 30, 2009 the Company’s
stockholders approved this grant of common stodckéoCompany’s independent directors and approxiin&72,000 in expense has been
recorded based on the stock price at August 219 e in which approval was obtained) in the agzanying consolidated statement of
operations for the year ended December 31, 2009.

On January 22, 2009, the Company entered into ereagent with B&D Consulting for investor relatioservices through July 7, 2010. The
Company granted B&D Consulting 400,000 shares®fGbmpany’s common stock in exchange for serviceesting over a period of 24
months. During the years ended December 31, 20d@2@09, 200,001 and 183,326 shares were vessgkatvely, with 16,676 shares rerr
to be vested in the year ended December 31, 26Xcdordance with FASB ASC 505-50, the shares dsate periodically valued, as earned,
through the vesting period. During the years erfldedember 31, 2010 and 2009, the Company recordesrgleand administrative expense of
$137,644 and $128,162, respectively, related tagieement.

On March 31, 2009, the Company issued 12,500 sloditbe Company’s common stock to a consultanirfeestor relations services. The
Company recorded $10,126 of expense during thegreded December 31, 2009 with respect to the siemesd, based on the value of the
stock at the date the shares were earned.

On May 28, 2009, the Company entered into a SegtierAgreement and Release with Strategic Grow#riational Inc. (“SGI”), a consultant
who provided investor relations services. UnderSkd Settlement Agreement and Release, the Comgmgneed to issue 56,000 shares of the
Companys common stock to SGI, which shares were subjdddtiog approval by the NYSE Amex US. These sharese approved on Augt

27, 2009. In lieu of cash payment for amount du®5df,089 for services rendered, the Company isthese shares based on the approval date
valued at $35,280 and recorded a gain in the anafuB20,809 in the accompanying consolidated staterof operations for the year ended
December 31, 2009.

On June 23, 2009, the Company entered into a BettieAgreement dated May 29, 2009 with Strategma@n International. Strategic Growth
International agreed to accept 37,500 shares aftmpany’s common stock in exchange for warrariggrally issued in accordance with the
Financial Consulting Agreement. These shares wgpeoaed and issued on August 27, 2009. No additioost was recognized as the original
warrant value was greater than the value of theeshan the date the approval was obtained.

In September 2009, some holders of the 2008 Cadbhlefebt elected to convert principal under thente of the agreement into common st
This conversion resulted in the issuance of 8072¥%8es of common stock and 403,621 warrants wixarcise price of $0.66 (see Note 8).

On September 22, 2009, the Company entered inégeeement with Lyons Consulting for investor relas services through September
2010. The Company granted Lyons Consulting 200r860icted shares of the Company’s common stoekaiange for services. In
accordance with FASB ASC 505-50, the shares isategeriodically valued through the vesting periblde shares were approved by the
NYSE Amex US on December 10, 2009. During the yeaded December 31, 2010 and 2009 100,000 andQDshares were earned. 1
Company recorded $74,500 and $27,000 related teasted shares during the years ended Decemb203@,and 2009, respectively.
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On September 29, 2009, the Company entered infkgeeement regarding the Cancellation of Indebtesinégth SOX Solutions. The
Company agreed to issue 67,800 shares of the Corispasmmon stock to SOX Solutions, which sharesevgibject to listing approval by the
NYSE Amex US. The shares were issued on Decenthe20D9 and valued at $0.29 per share. As a rektlie reclassification, the Compa
recorded a gain on settlement of $26,442 whichdhided in other expense, net in the accompanyingalidated statements of operation for
the year ended December 31, 2009.

On November 11, 2009, the Company entered int@egeament with First International Capital Groupd.L to provide investor relations
services. In connection with the agreement, the @y issued a total of 900,000 shares of the Cogipanmmon stock. The service term
was six months (commencing November 24, 2009 adihgrMay 25, 2010). The value of the common shasésg the stock price on date of
commencement was $0.24 per share. The total v&lH@6®,000 was recorded as prepaid consulting esgpand was amortized over the
service period of six months. During the years éndecember 31, 2010 and 2009, the Company amoi$izéd,000 and $60,000, respectiv
as general administrative expenses related t@atrsement.

On January 7, 2010, the Company entered into aeeatgnt for the issuance of 100,000 shares of consteok to Boston Financial Partners
for financial advisory services to be providedtioe period January 1, 2010 through July 1, 201@. Sirares vest ratably over the seven month
period. The issuance of the shares was contingent NYSE Amex Approval. NYSE Amex Approval was reeel in April 8, 2010.

Therefore, the shares for compensation were mekhsune: recorded on the date the Company receivedB\NMBex approval and the Company
recorded prepaid consulting of $71,000 relatedhéoagreement. The shares were amortized to expeesé¢he service period during the year
ended December 31, 2010.

On January 13, 2010, the Company entered into ereagent with B&D Consulting for investor relatiosesrvices through June 13, 2010. The
Company granted B&D Consulting 200,000 shares ®@Gbmpany’s common stock in exchange for serviceaccordance with FASB ASC
505-50, the shares issued are periodically valas@arned, through the vesting period. The shaees @arned during the year ended Decembe
31, 2010, and the Company recorded general andnéstrative expense of $108,000 related to the ageee

On January 13, 2010, the Company entered into ereagent with Catawaba LTD (“Catawaba”) for investdations services through
September 13, 2010. The Company granted Catawdh@@Dshares of the Company’s common stock in exgdor services which were
valued at $288,000 and was recorded as prepaidiktioigsexpense. The prepaid consulting expenseanastized to consulting expense
ratably over the service period. During the yeateehDecember 31, 2010, the Company amortized $288gated to the consulting
agreement, as general and administrative expeakdsd to the agreement.

On February 5, 2010, the Company entered into eeeagent for the issuance of 480,000 shares of canstoek to Garden State Securities
pursuant to a consulting agreement for consultérgises to be provided from February 5, 2010 thiokgbruary 5, 2011. The issuance of the
shares was contingent upon NYSE Amex Approval. NYAsfex approval was received on April 8, 2010. In@adance with FASB ASC 505-
50, the shares issued are periodically valuedaated, through the vesting period. The Companyrdsmb$85,200 as prepaid consulting
expenses for the initial 120,000 shares that weletvested over three months and the remainingsheere expensed when earned. During
the year ended December 31, 2010, 470,667 shareseamed with 9,333 shares to be earned in theegulent period. The Company recol
general and administrative expense of $352,44(hdutie year ended December 31, 2010 related tagfe=ment.

On February 9, 2010, the Company entered into eeeatent for the issuance of 900,000 shares of constozk to LWP1 pursuant to a
consulting agreement for financial advisory sersit®ebe provided from February 9, 2010 through Maver 9, 2010. The shares vested over a
ten month period as follows: 450,000 on Februar30d,0 and 50,000 each month thereafter, throughehktng term. The issuance of the
shares was contingent upon NYSE Amex approval. N&8tex Approval was received on April 8, 2010. brardance with FASB ASC 505-
50, the shares issued are periodically valuedaased, through the vesting period. The Companyrdezb$319,500 as prepaid consulting
expenses for the initial 450,000 shares that weletvested over three months and the remainingsheere expensed when earned. During
the year ended December 31, 2010, all 900,000 shaaee earned. The Company recorded general anihiatrative expense of $670,333
during the year ended December 31, 2010 relatdtetagreement.
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On February 22, 2010, the Company agreed to is80&14 shares of common stock to settle an unpaide in the amount of $45,000 of
accounts payable through the date of the agreemd@nject to NYSE Amex Approval. NYSE Amex approwas received on April 8, 2010 a
the Company recorded the common stock issuancé®080 based on stock price on such date.

On March 1, 2010, the Company entered into an aggaefor the issuance of 720,000 shares of comruwk $0 JFS Investments pursuant
consulting agreement for financial advisory sersitebe provided through February 28, 2011. Theaisse of the shares was contingent upon
NYSE Amex approval. NYSE Amex approval was receigaddpril 8, 2010. In accordance with FASB ASC -50, the shares issued are
periodically valued, as earned, through the vegtieripd. The Company recorded $127,800 as prejmaisulting expenses for the initial
180,000 shares that were to be vested over thre¢hsiand the remaining shares were expensed wheededuring the year ended December
31, 2010, 646,000 shares were earned with 74,08@sho be earned in the subsequent period. Thg&uwy recorded general and
administrative expense of $472,260 during the gealed December 31, 2010 related to the agreement.

On April 13, 2010, the Company entered into an exgient with Lyons Consulting for investor relati@mndces through October 2010. The
Company granted Lyons Consulting 200,000 shar#sso€ompanys common stock in exchange for services. The shagee approved by t
NYSE Amex US on October 15, 2010, at which time@enpany valued the shares at $0.66 per shareCotmpany recorded general &
administrative expense of $132,000 during the gealed December 31, 2010 related to the agreement.

On May 10, 2010, the Company entered into an ageaemith Uptick Marketing for marketing servicesabgh August 2010. The Company
granted Uptick Marketing 250,000 shares of the Camyfs common stock in exchange for services. Tages were approved by the NYSE
Amex US on October 15, 2010, at which time the Canypvalued the shares at $0.66 per share. The Ggmpeorded general and
administrative expense of $165,000 during the gealed December 31, 2010 related to the agreement.

On August 1, 2010, the Company entered into areageat with Catawaba Global LTD (“Catawaba”) foréstor relations services through
May 1, 2011. The Company granted Catawaba 20G086es of its common stock in exchange for servitles shares were approved by the
NYSE Amex US on December 3, 2010. The shares and vedued at $78,000 and recorded as prepaid dongsekpense. The prepe
consulting expense was amortized to consulting es@eatably over the service period. During the yealed December 31, 2010, the
Company amortized $43,333 related to the consu#tgrgement. As of December 31, 2010, $34,667 resmaiamortized as prepaid consul
fees.

On August 1, 2010, the Company entered into aneageat with First International Capital Group, LTFi¢st International”) for investor
relations services through Feb 1, 2011. The Compaanted First International 200,000 shares afatmmon stock in exchange for services.
The shares were approved by the NYSE Amex US omiDber 3, 2010. The shares were valued at $78,0D@eanrded as prepaid consulting
expense. The prepaid consulting expense was amittizconsulting expense ratably over the servic®@. During the year ended December
31, 2010, the Company amortized $65,000 relatédei@onsulting agreement. As of December 31, 2$18,000 remains unamortized as
prepaid consulting fees.

On August 1, 2010, the Company entered into areageet for the issuance of 480,000 shares of constomk to Garden State Securities
pursuant to a consulting agreement for consultérgises to be provided from August 1, 2010 throAgigust 1, 2011. NYSE Amex approval
was received on December 3, 2010. During the geded December 31, 2010, 200,000 shares were eaitie?i80,000 shares to be earned in
the subsequent period. The Company recorded dearatadministrative expense of $78,000 duringyéer ended December 31, 2010 related
to the agreement.

On August 1, 2010, the Company entered into aneageet for the issuance of 720,000 shares of constomk to JFS Investments pursuant to
a consulting agreement for consulting servicestprovided from August 1, 2010 through August 1L2INYSE Amex approval was received
on December 3, 2010. During the year ended DeceBhe2010, 300,000 shares were earned with 42G08€s to be earned in the
subsequent period. The Company recorded genetadministrative expense of $90,000 during the gedied December 31, 2010 related to
the agreement.
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Shares Issued in Connection with Conversion of Debt

During the year ended December 31, 2010, certed® Zbnvertible Debt holders converted their notarmee and accrued interest balances of
$1,709,738 into 1,439,365 shares of our commorkggee Note 8).

During the year ended December 31, 2010, St. Gezmgeerted 100% of its note balance and accrueddst of $666,390 and $52,916,
respectively into 2,568,951 shares of our commoaoks{see Note 8).

During the year ended December 31, 2010, ISP Hgddaonverted an aggregate of $1,862,485 of thetie Nalance into 3,721,000 shares of
the Company’s common stock (see Note 8).

Shares Issued in Connection with Warrant ExercésesFinancing Arrangements

On October 23, 2009, the Company entered into@g&riEvent Agreement with St. George Investmerit§.lUnder the Trigger Event
Agreement, the Company agreed to issue 250,00@sbécommon stock to St. George Investments, [Il@. shares were subject to listing
approval by the NYSE Amex US. The shares were ssneDecember 12, 2009 and valued at $0.29 peeshhe Company recorded the
issuance as interest expense in the accompanyirsplidated statements of operations for the yede@mecember 31, 2009.

On November 30, 2009, the Company entered intaargies purchase agreement with Alpha Capital Grand Whalehaven Capital Funds.
The Company issued 1,860,714 and 1,428,571 shhtkes Gompany’s common stock to Alpha Capital Grang Whalehaven Capital Funds,
respectively. The stock price of the common shessed was valued at $0.28 per share with aggregateeds of $812,320, which is net of
direct offering costs of $108,680. In connectiotivihe securities purchase agreement, the Compgsnysaued 6.5 year warrants, which
represents 50% of the common stock issuances.résu#t, the Company issued warrants to purchasg93@nd 714,286 of the Company’s
common stock, $0.001 par value per share, at arisgeprice of $1.25 per share to Alpha CapitalUprand Whalehaven Capital Funds,
respectively, subject to certain anti-dilution adjuents. The terms associated with the conversiatuffe and the reset of the exercise price of
the warrants resulted in classifying these instmtas derivative liabilities (see Note 1). Ondla¢e of issuance, the Company recorded a
derivative liability of $509,839. The derivativeawrevalued at December 31, 2009, which resultedcimange in fair value of the derivative
liability. In connection with the revaluation, t@®mpany recorded a gain of $197,357 in changeiiivéue of derivative liabilities in the
accompanying consolidated statement of operations.

During the year ended December 31, 2010, St. Geargenvertible debt holder, exercised outstandiagants to purchase an aggregate of
500,000 shares of the Company’s common stock. Atfants exercised during the year ended Decemh&03D by St. George were at $0.28
per share, the adjusted warrant exercise pricaipatgo the terms of the warrants. The total nec@eds from the exercise of warrants by St.
George during such period were $140,000. The agtgagtrinsic value of the warrants exercised W&, @00.

During the year ended December 31, 2010, note totfeSenior Notes Series 1 and 2, exercised awstg warrants to purchase an aggregate
of 748,000 shares of the Company’s common stoc&.\Wédrrants were exercised at the contractual eseeprices between $0.98 and $1.11 per
share. The total gross proceeds from the exeréis@wants by Senior Notes Series 1 and 2 notegnslduring such period were $740,800
before commission of approximately $62,312. Theregate intrinsic value of the warrants exercised $486,200.

In October 2010, five holders of warrants issueddnnection with the September 2008 convertiblesi¢ee Note 8) exercised warrants to
purchase an aggregate of 105,856 shares of the &grispcommon stock. The warrants were exercisdigeate-priced amount of $0.52 per
share (see note 12). The total gross proceedstfreraxercise of warrants by the 2008 convertibke holders were $55,045. The aggregate
intrinsic value of the warrants exercised was $8,46

In October 2010, ISP Holdings exercised 1,100,08frants into the same number of our common shhreagh a cashless exercise. All of
these shares were previously approved by NYSE Aimeissuance. The aggregate intrinsic value ofaherants exercised was $0.
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NOTE 14 — SEGMENT REPORTING

After the deconsolidation of JPI on September 2892 the Company has one reportable segment, Gagyavhich is comprised of the Witro
diagnostics busienss and the Company’s CIT teclgyolo

Prior to the deconsolidation, for the year endedddgber 31, 2009, the Company had two reportableeets: (i) China, which consists of
manufacturing and wholesale distribution of pharentical and cosmetic products to distributors, itasp clinics and similar institutional
entities in China, and (ii) Corporate.

The following table presents net revenues by geigcaregion for the corporate reportable segmenttfe years ended December 31, 2010 and
2009:

For the year ende For the year ende
December 31, 201 December 31, 200
Sales Amour Percentag Sales Amoun Percentag
Net revenues in the U. $ 142,45 61.5% $ 52,33t 33.(%
Net revenues outside of the U $ 89,21( 38.5% $ 105,68: 67.(%
$ 231,66. 100.(% $ 158,01° 100.(%

The following is information for the Company’s refable segments for the year ended December 3B; 200

China Corporate Total
Net revenut $ 8,469,95 $ 158,01° $ 8,627,96!
Gross profil $ 3,147,111 % 120,34¢ $ 3,267,45
Depreciation and amortizatic $ 888,58¢ $ 207,18: $ 1,095,77.
Interest expens $ 173,33 $ 2,423,227 $ 2,596,60
Loss before discontinued operatic $ (1,409,12) $ (11,052,78) $ (12,461,90)
Capital expenditure $ 144735 $ 296,70¢ $ 1,744,06!

NOTE 15 — RELATED PARTY TRANSACTIONS

During the year ended December 31, 2010, Minghde(iry”) Jia, a member of our board of directorgddar certain JPI expenses,
totaling approximately $120,000 for which we rbimsed him.

NOTE 16 — SUBSEQUENT EVENTS

Subsequent events have been evaluated througlatiehét the consolidated financial statements vesteed. Except as disclosed below, t
are no reportable subsequent events.

On January 3, 2011, the shares underlying the ExgghAgreement with the Senior Note holders andBtidge Loan were approved by the
NYSE Amex (see Note 8) and these notes became cingento the Compar’'s common stock. In addition, the exercise pricethe

warrants associated with the Senior Notes, thed@@nConsulting Agreement, Bridge Loan, and warramfdacement agents were reduced to
$0.28 (see Note 8). The Company recorded $437r7iferest expense related to the modificatiothefwarrant price.

On January 21, 2011, in relation to the legal pedasgs with Hudson (see Note 10), Hudson agreeddbange the full balance of the Hudson
Notes of $318,607 representing $297,481 of prin@pd $21,126 of interest, for an aggregate of@,3%7 shares of the Compi's common
stock pursuant to Section 3(a)(9) of the Securitiesof 1933, as amended. As a result of the exgbasuch notes are no longer outstanding,
and the Company and Hudson accordingly agreeddoute and file an order dismissing the June 110 2@inplaint, with prejudice. The
dismissal order was filed on January 25, 2011 haccomplaint dismissed.
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In January 2011, three warrant holders exerciseid Warrants to purchase 400,000 shares of the @oyip common stock for $112,000.

On January 12, 2011, the Company issued 642,858stmCantone Asset Management in payment oéedl bwed to them for consulting
services (see note 8).

On February 2, 2011, JPI received $900,000 in kridtancing (“JPI Bridge Debentures”), which wik lnsed to underwrite legal and
accounting expenses associated with the anticipatgder transaction and reverse merger process.JFhBridge Debentures agreement
provides a provision whereby in the event JPI da#somplete a reverse merger or other event wigishlts in JPI's stock becoming publicly
traded on a U.S. equity market within one (1) yedftar the closing of the offering (the “Going PigtiDeadline”), then the JPI Bridge
Debentures shall be exchanged for common shamsrafompany at a conversion price of $0.28 peresftae “RPC Conversion Pricetinless
a majority of the holders of the JPI Bridge Debesticonsent in writing to an extension of the Gddudlic Deadline; provided, however, that
the Going Public Deadline shall not be extendedrfore than six months in total. The RPC Conversidoe shall be subject to full ratchet
anti-dilution protection.

As of May 20, 2011, approximately 96% of the coritde note holders converted a total of $22,523,@#rincipal and $2,059,1210f accrued
interest into 60,064,210 shares of the Companyisneon stock. As of the date of this filing, thermipal balance of the convertible notes, not
including the January 2011 Notes, is $983,617.e following table summarizes the conversion ofrihtes:

Pre-
Interest payment
Accrued to Penalties
Date of and Other
Principal Conversion Principal Interest Principal Interest Fees Addec Number of
Balance @ or end of Conversion  Conversion Balance Balance and % Shares
Debt 12/31/10 period Amount Amount Due Due Converted  Con-verted Issued
2008
Convertible
10% $ 36394 $ 63,33¢ $ (317,500 $ (53,559 $ 46,44: $ 9,78: $ = 87% 476,69:
2010
Financings
1st Close 472,93 46,84« (372,07() - 100,86¢ 46,84« - 7% 520,00(
2nd Close 9,638,801 711,09¢ (9,437,35) (594,109 201,45! 116,99: 126,49" 98% 27,686,35
3rd Close 7,283,97. 477,27¢ (6,705,36) (257,20 578,60¢ 220,07: - 92% 14,505,36
4th Close 1,165,27: 85,72: (1,165,27)) (80,047) - 5,67¢ - 100%  2,642,80
18,560,99 1,320,93! (17,680,06) (931,35) 880,92! 389,58! 126,49" 95%
Senior Note
Series 1 2,196,87! 552,32¢ (2,196,87) (552,329 - - - 10%  5,931,52
Senior Note
Series 2 2,244,68! 513,91! (2,188,43) (496,41)) 56,25( 17,50« 97,78’ 97%  7,709,19
4,441 56. 1,066,24. (4,385,31)  (1,048,73) 56,25( 17,50« 97,78! 99%
Bridge Note 140,36( 25,47+ (140,36() (25,474 - - (140,36() 10(% 592,26
Total
Convertible
Debt $23,506,85 $ 2,475,99: $(22,523,24) $(2,059,12) $ 98361 $ 416,87. $ 83,91¢ 96% 60,064,21

In addition, holders of warrants issued in conmectith the convertible debt exercised an aggreghi&,517,302 warrants, representing
approximately 90% of the related outstanding wasaising the cashless exercise provision. The @omjssued 20,379,654 shares of its
common stock in exchange for the warrants. Thecéffe exercise price for these warrants ranged $6.00 and $1.60 per share.

In April 2011, the Company entered into a serieExdthange Agreements whereby the outstanding begaofcseveral of the Convertible No
including prepayment penalties ,were exchangedtiares of the Company’s common stock and thersfarie Convertible Notes are no longer
due and owing. The prepayment penalties of $2@\&Fe recorded as an extinguishment of debt.ddiitian, $15,000 of legal expenses was
incurred and was included in the total amount caree In aggregate, a total of $1,295,717 of ppiak interest, prepayment penalties, and
legal fees was converted into 3,915,735 shardseo€bmpany’s common stock (and are included irabiave table).
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Since all of the shares issuable pursuant to th# Bechange Agreement for the Series 1 and Ser&nr Notes are currently eligible for
resale pursuant to Rule 144, the Company is se¢k§eries 1 and 2 note holders’ waiver of thésteggion rights included in such
agreement.

On May 5, 2011, the Company issued 80,000 sharigs cdmmon stock as compensation to its two neardaembers. The stock was valued
at $30,400.

Accordingly, on May 10, 2011, we entered into &lSetent Agreement with the Plaintiffs, which wasearded on May 23, 2011. Pursuant to
the Settlement Agreement we agreed to issue tllmbeanof shares of our common stock equal in valuklD,912,055 at the time of issuance
(the “Settlement Amount”); however, we are not gated to issue the shares until we receive coytoapl to issue such shares pursuant to the
provisions of Section 3(a)(10) of the Securities 8ic1933(“Court Approval”), pursuant to which tekeares will be free trading, and NYSE
Amex or shareholder approval, if required. Undherterms of the Settlement Agreement, upon Coupréyal, we shall issue Plaintiffs as

many shares of our common stock as possible td ib@cSettlement Amount that the NYSE Amex haveiptesly approved for issuance to

the Plaintiffs.

To account for the time it may take to receive €éyproval, as well as NYSE Amex or shareholderrapal of the ultimate number of shares
issuable to obtain the Settlement Amount, and tbezdheir shares, the Plaintiffs agreed to acegmtomissory note for the monetary value of
that number of additional shares that would beireduto be issued to achieve the Settlement Amopah Court Approval based on a pre-
determined formula set forth in the Notes. Thesaathall be delivered upon Court Approval; theyr I88& interest and mature 4 months after
issuance. We maintain the right to pay the not fracash or shares of common stock based upoe-dgiermined formula set forth in the
notes. As amended, Plaintiffs maintain the rightanvert the note into shares of our common sabekpre-determined formula as set forth in
the notes, which is subject to adjustment althaugkhares shall be issued until we have NYSE Ameshareholder approval of same, if
required. Throughout the term of the note, if wdanger need NYSE Amex or shareholder approvbshares issuable pursuant to the
Settlement Agreement shall be issued. Upon theroermee of an event of default, the note will becommediately due and payable. Under
the Settlement Agreement, Plaintiffs are entitleentry of judgment in the amount of principal ¢aigling, if any, on the maturity date. The
Settlement Agreement also contemplates the issuzradditional shares to Plaintiffs or the retufrsbares to us based upon variances in the
market price of our common stock between the dateaweive Court Approval and sixty days followihg tmaturity date of the notes.

Pursuant to the Settlement Agreement, we agrepdytdlaintiffs’ attorney fees of $75,000. Onceitiigal shares and promissory note are
issued, the parties shall file a Stipulation ofddistinuance of the lawsuit with the relevant colilte Plaintiffs shall return all outstanding
warrants to us if the note is paid in full on thatarity date.

January 2011 Notes

On January 30, 2011, the Company entered intowriies purchase agreement with 5 accredited iovesh a private equity financing of
$8,437,500 and received approximately $7,500,0@dss proceeds pursuant to the sale of converiiiitkes pursuant to the securities purcl
agreement. Net proceeds from the financing wepecqmately $6,820,000. In connection with thesahg of the transactions, the Company
issued Convertible Promissory Notes in the aggeepéhcipal amount of $8,437,500 (the “January 2RBbies”),at a purchase price of $888
for each $1,000 of principal amount of Notes, whacé initially convertible into an aggregate of 82,500 shares of the Company’s common
stock (“2011 Note Shares”) to the Investors. Theebtors also received: (i) Series A Warrants ({&efA Warrants”) to purchase an aggregate
of 14,062,500 shares of our common stock (“Sekigarrant Shares”) at an initial exercise pric&s0f67 per share and (ii) Series B Warrants
(“Series B Warrants,” together with the Series Arvdat, the Warrantsfo purchase an aggregate of 7,031,250 shares @boumnon stock (th
“Series B Warrant Shares,” together with the Setié¥arrant Shares, the “Warrant Sharea’an initial exercise price of $0.8175 per sHar
their investment. Each of the Warrants has a t#rfive (5) years from the date the Warrants aitigilly exercisable.
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Pursuant to the terms of the securities purchaseagent, the Company is required to have a shatehnieeting no later than April 30, 2011
seeking shareholder approval for (a) the issuahed danuary 2011 Note Shares and Warrant Shaitswt any restrictions or limitations
pursuant to the NYSE Amex and (b) an increaseendbmpany’s authorized shares of common stock 080,000 (“Shareholder

Approval”). Prior to obtaining Shareholder Approttee Company is required to reserve that numbeshafes of its common stock which
represents 100% of the January 2011 Notes ShatetharSeries A Warrant Shares; after obtaining &@tader Approval, the Company is
required to reserve that number of shares of isnson stock which represents 130% of the sharesrahton stock issuable upon conversion
of the Notes and exercise of the Warrants. Fatlm@btain Shareholder Approval by the required slatsstitutes an event of default under the
Notes.

Pursuant to the securities purchase agreementanciy 2011 Notes, for so long as any Notes or &dggrremain outstanding, the Company
cannot issue or sell any rights, warrants or ogtionsubscribe for or purchase shares of its constank or directly or indirectly convertible
into or exchangeable or exercisable for sharetsadmmon stock at a price which varies or may vtk the market price of its common
stock, including by way of one or more reset(sauny fixed price unless the conversion, exchangexercise price of any such security cannot
be less than the then applicable conversion pfitieeoNotes or the then applicable exercise pridd@Warrants. For so long as any January
2011 Notes or Warrants are outstanding, unlesstirthe Company has received Shareholder Apprdkial Company shall not take any action
if the effect of such action would be to causedkercise price of the Warrants or the conversidcepsf the 2011 Notes to be reduced or to
cause the number of 2011 Note Shares or WarrameShabe increased. For so long as any Janudrly [86tes are outstanding, neither the
Company nor our subsidiaries shall incur any detbter than trade payables incurred in the ordicatyse of business consistent with past
practice, certain unsecured indebtedness incugredenCompany that is made expressly subordinateetdlotes, and in connection with
certain scheduled transactions contemplated bygulsidiaries.

The January 2011 Notes mature on December 1, 28d &ra convertible at any time at the Buyers’ apgtltowever the January 2011 Notes
cannot be converted if such conversion would réawdtBuyer beneficially owning more than 4.99%te Company’s outstanding common
stock. The Company is required to pay a certaitiggoof the January 2011 Note (“Installment Amditiack on the first day of each month
during the term of the January 2011 Note, begineimd/darch 1, 2011, and the Company has the optigray the Installment Amount in sha
of its common stock, if certain conditions as settf in the Note are met, in cash or in any comtmneof shares of its common stock and
cash. The Installment Amount for each January 20dtE is equal to the lesser of (A) the produdfio$843,750 multiplied by (ii) a Buyer's
pro rata portion of all of the January 2011 Notad pursuant to the financing and (B) the outstagdirincipal amount under such Buyer’s
2011 Note as of such payment date. If the Compteuts to pay any portion of the Installment Amoinntash, it has to pay an amount in cash
equal to 100% of the applicable redemption amatitie Company fails to do so, the Buyer has tigatrto require the Company to convert all
or any portion of such amount owed into sharesoaimon stock at the then current conversion pritéhe Company elects to pay any portion
of the Installment Amount in shares of common stélekn the Company is required to issue such nuwibarares of its common stock equal
to the quotient of the formula set forth in theulany 2011 Note. Upon the occurrence of an evedetdult under the January 2011 Note, a
Change of Control — as that term is defined inJéweuary 2011 Note, the Buyer has the right to ftreeCompany to redeem all or any portion
of such Buyer’s January 2011 Note in cash at aeprgual to 125% of the greater of (x) the amounheflanuary 2011 Note sought to be
redeemed and (y) the product of (A) the quotierthefamount sought to be redeemed divided by & ¢hrrent conversion price and (B) the
greatest closing sale price of our common stockrontrading day during the period beginning ondag immediately preceding (y) in the
event of an event of default, such event of defaml{x) in the event of Change of Control, thlieato occur of (1) the consummation of the
Change of Control and (2) the public announceméatich Change of Control, and ending on the dadthyer delivers redemption notice.

The Warrants are initially exercisable upon thdieaof: (i) the six month anniversary after thesihg of the financing, (ii) the date that the
Companys common stock ceases to be listed or quoted oNY&E Amex and (ii) the date that the Company atst&hareholder Approval.
any time following six months after the closingthie Company’s stock price is at or above 200%efinitial exercise price of a Warrant and
certain other conditions are met, the Company oesefthe Buyers to exercise up to 50% of the thmxercised portion of that Warrant. The
Warrants cannot be exercised if such exercise wasdlt in a Buyer beneficially owning more tha@3%6 of the Company’s outstanding
common stock.
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The conversion price of the January 2011 Notesexedcise price of the Warrants are each subjemtljisstment if the Company issues
additional shares of its common stock or securit@evertible or exercisable into shares of its camrstock at a price below the conversion
price or exercise price, respectively, as well panusubdivision or combination of its common stackl other events similar to the
aforementioned events. Upon any anti-dilution sfiient of the exercise price of the Warrants, traler of Warrant Shares issuable upon
exercise of such Warrants will be proportionatelgreased. The exercise price of the Warrantssalbject to further adjustment pursuant to
other specified events in the Warrant.

The January 2011 Notes contain certain covenanishviticlude a cash reserve covenant whereby thep@ognshall maintain in its bank
accounts no less than $2,250,000 in unrestrictsld agall times. In addition, the January 2011leNmreement restricts the use of proceeds to
pay any other debt obligations.

The Company also entered into a Registration Riggteement with the Buyers pursuant to which reiguired to file the registration

statement by February 9, 2011 providing for thaleesf 130% of the shares of common stock issuade conversion of the Notes and
exercise of the Warrants, although certain excaptio the amount required to be registered at amytime as a result of certain securities laws
are contained in the registration rights agreem@&ht Company is also required to have the registratatement declared effective within 60
days after the closing of this financing (or 90 sléfythere is a full review by the Securities andtltange Commission). We are also required to
keep the registration effective at all times utté earlier of (i) the date as of which the Buymisy sell all of the January 2011 Note Shares and
Warrant Shares without restriction or limitatiorrguant to Rule 144 of the Securities Act of 1933amended and without the requirement to
be in compliance with Rule 144(c)(1) (or any susoeshereto) promulgated thereunder or (i) theaat which the Buyers shall have sold all
of the 2011 Note Shares and Warrant Shares requireel registered under the Registration Rights@grent. If the Company fails to file the
registration statement by the required date, hit@Hdctive by the required date or maintain tHeafveness as required, that the Company
shall be required to pay to the Buyers an amounagh equal to 1.5% of the purchase price foranedry 2011 Note Shares and Warrant
Shares included in the applicable registratiorestant. Such amount shall be due on the date offsilare and every 30 days thereafter for
which the failure is not cured and if the paymearts not made on time, they shall bear interedteatdte of 1.5% per month. The registration
statement was filed on February 9, 2011. On Maf;011, the Company received notice from the 8t&€it did not meet the eligibility
requirements for the S-3 filing to register therglsaon such form and therefore must seek to redfsteshares on Form S-1. The Company
intends to file an S-1 registration as soon astjwate after filing this Form 10-K for the yeardsd December 31, 2010, as such information is
required in the registration statement.

The January 2011 Notes contain embedded conveeadures of the convertible debt and warrants ailide/ recorded as derivative liabilities
in accordance with relevant accounting guidancetduke down-round protection of the conversior@of the January 2011 Notes and the
exercise price of the Warrants. The fair valuetengrant date of the embedded conversion featuteeafonvertible debt and warrants will be
computed using the Binomial Lattice option pricimgdel.

The Company also incurred debt issuance costs8#,$60, which were deducted from the net proceéusddition, the Company issued five-
year warrants to purchase 839,552 shares of thep@ay's common stock exercisable at $0.67 per shareteplent agents in association v
the January 2011 Notes. The placement agent wiara#so include down-round protection of the comiger price, therefore, the fair value of
the warrants will be computed using the Binomidtica option pricing model and recorded as deltalist. Those costs will be amortized
over the life of the debt using the straight-linethod, which approximates the effective interesthme.

On March 1, 2011 and April 1, 2011, the Company enthe first two installments due of $843,750 eauth the carrying balance of the January
2011 Notes is $6,750,000 as of May 20, 2011.

On April 5, 2011, the Company made a payment o663 due to the failure to have the registrattatesnent registering the shares

underlying the January 2011 Notes and Warrantadstleffective by April 1, 2011. The May 2011 stgition penalty of $126,563 was
accrued, but unpaid as of May 20, 2011.
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On May 3, 2011, the Company failed to make thealthistallment on the January 2011 Notes and antefetefault occurred. Therefore,
starting May 2, 2011, the January 2011 Notes witlae late charges at an interest rate of 24%mpaura. All of the five investors have
submitted an Event of Default Redemption NoticehewnCompany. Pursuant to such notice, each aidgteeholders exercised their redemption
right requiring us to redeem the entire outstandimgunt of the note at 125% and to pay late chasf2d4% per annum until such payment is
made. As of May 20, 2011, approximately $97,00@&t# charges, and approximately $1.7 million inseeaf the outstanding balance was
accrued. As of May 20, 2011, the outstanding badancthese notes is of approximately $8.4 million.

We are currently trying to negotiate a settlenweitit the note holders regarding this payment, Isutfahe date of this filing, we have not yet
entered into any formal settlements and there iguarvantee that we will be able to enter into armghssettlement.
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Item 9. Changes in and Disagreements With Accountés on Accounting and Financial Disclosure
None.

Item 9A. Controls and Procedures

Disclosure Controls and Procedur

Our management, with the participation of our Clkigécutive Officer and Chief Financial Officer, fesluated the effectiveness of our
disclosure controls and procedures as of Decenthe2®.0 (as such term is defined in Rules 13a-1&{d)15d-15(e) under the Securities
Exchange Act of 1934, as amended (the “Exchang®.A&ased on this evaluation, our Principal ExeeaitDfficer and our Principal Financial
Officer concluded that our disclosure controls pratedures, subject to the limitations as notedwglvere not effective during the period and
as of the end of the period covered by this anregdrt to ensure that information required to tseldised by us in reports that we file or suk
under the 1934 act is recorded, processed, sumedaaizd reported within the time periods specifiethe SEC rules and forms and that such
information is accumulated and communicated tonoanagement as appropriate to allow timely decisiegarding required disclosures.

Because of inherent limitations, our disclosureticma and procedures may not prevent or detecttatesnents. A control system, no matter
how well conceived and operated, can provide og#sonable, not absolute, assurance that the ol@ecif the controls system are met.
Because of the inherent limitations in all contreystems, no evaluation of controls can providekits assurance that all control issues and
instances of fraud, if any, have been detected.

Managemer's Report on Internal Control Over Financial Regag

Our internal controls over financial reporting designed by, or under the supervision of our Chigfcutive Officer and Chief Financial
Officer or persons performing similar functionsgagffected by our board of directors, audit comeaittmanagement and other personnel, to
provide reasonable assurance regarding the réfjabilfinancial reporting and the preparation iofaincial statements for external purposes in
accordance with generally accepted accounting iptesz Our internal control over financial repogiimcludes those policies and procedures
that:

Pertain to the maintenance of records that in retsle detail accurately and fairly reflect the saetions and dispositions of our ass

Provide reasonable assurance that transactiome@aled as necessary to permit preparation ofi¢iahstatements in accordance w
accounting principles generally accepted in thetéthStates and that our receipts and expendituedseeng made only in accordance
with authorizations of our management and direciamsl

Provide reasonable assurance regarding preventittimely detection of unauthorized acquisitiordgposition of our assets that could
have a material effect on the financial stateme

Because of its inherent limitations, the Compamytsrnal control over financial reporting may noégent or detect misstatements. Therefore,
even those systems determined to be effective aide only reasonable assurance with respechémféiial statement preparation and
presentation. Projections of any evaluation ofaffeness to future periods are subject to thethiak controls may become inadequate because
of changes in conditions, or that the degree ofgl@nce with the policies or procedures may detat®

Our management assessed the effectiveness oftetmahcontrol over financial reporting as of Det@mn31, 2010. In making this assessment,

management used the criteria set forth by the Cdtmendf Sponsoring Organizations of the Treadwasn@@sion (COSO) ifnternal Control
— Integrated Framework
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A material weakness is a control deficiency (wittiie meaning of the Public Company Accounting OgétsBoard (“PCAOB”) Auditing
Standard No. 5) or combination of control deficies¢that result in more than a remote likelihdoat ta material misstatement of the annual or
interim financial statements will not be preventedlietected. Management has identified the follgvgix material weaknesses which have
caused management to conclude that, as of Dece3ib2010, our internal control over financial refpay was not effective at the reasonable
assurance level:

a)  We do not have sufficient segregation of dutiehimiiccounting functions, which is a basic interaitrol. Due to our size ar
nature, segregation of all conflicting duties may always be possible and may not be economicedigible. However, to the
extent possible, the initiation of transactiong, tustody of assets and the recording of transectbould be performed by
separate individual

b) We do not have a qualified financial repagtprofessionel employed or under contract at@@ foreign investment, with
sufficient depth, skills and experience to applgaamting principles generally accepted in the Uhi¢ates of America
(“GAAP").

C) We did not maintain effective controls to ensurer¢his adequate analysis, documentation, recotigiliaand review ¢
accounting records and supporting d

d)  We did not maintain adequate controls in placelémiify and approve n«-recurring transactions such that the validity arappr
accounting can be determined on a timely bi

e) We did not have adequate controls in placeending the review by management, the Boardicgdbors and professional
advisors regarding issuances of press rele

f) We did not maintain sufficient accountingoerrces with adequate training in the applicatio@ AAP commensurate with our
financial reporting requirements. The complexityoaf operations and transactions, specificallyteeléo the accounting and
reporting of debt and equity transactions, inclgdierivative instruments resulted in significantlidadjustments during the year
ended December 31, 201

To address these material weaknesses, managennfamtrpesl additional analyses and other proceduresisare that the financial statements
included herein fairly present, in all materialpests, our financial position, results of operasiamd cash flows for the periods presented. We
are attempting to remediate the material weaknéssag disclosure controls and procedures andariatecontrols over financial reporting
identified above by refining our internal procedsjrand adding staff members and / or outside psifeals with appropriate levels of
experience and expertise (see below).

Remediation of Material Weakne

As of December 31, 2010, there were control defities which constitute material weaknesses inmtermal control over financial reporting.
To the extent reasonably possible in our currevdrfcial condition, we:

1. Have added staff members and outside consultatitsappropriate levels of experience and accourgimgrtise to the financ
department to ensure that there is sufficient dapthexperience to implement and monitor the apjatplevel of control
procedures

2. Have issued policies and procedures regardingetegdtion of authority

3. We are in the process of implementing ate@-process for the issuance of press releases$ witkides several layers of review

and approvals

4, We are in the process of strengthening miermal policies and enhancing our processes feur@rg consistent treatment of
complex derivative valuation and the validatioroaf conclusions regarding significant accountintigies and their application
our business transactions are carried out by peedavith an appropriate level of accounting knowgedexperience, and trainir

Through these steps, we believe we are addredsingdefiiciencies that affected our internal contnadr financial reporting as of December 31,
2010. Because the remedial actions require hirfraglditional personnel, upgrading certain of odoimation technology systems, and relying
extensively on manual review and approval, the ssgftil operation of these controls for at leasessvquarters may be required before
management may be able to conclude that the mlatexékness has been remediated. We intend to centinevaluate and strengthen our
ICFR systems. These efforts require significanetand resources.

113




Notwithstanding the material weaknesses discussedea our management has concluded that the cdasadi financial statements includec
this Annual Report on Form 1R{airly present in all material respects our fioah condition, results of operations, and castvéidor the year
ended December 31, 2010 and 2009 in conformity agttounting principles generally accepted in théedinStates of America.

Inherent Limitations Over Internal Contrc

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or @et@l errors or misstatements and all fraud.
Therefore, even those systems determined to betiefecan provide only reasonable, not absolusyrasice that the objectives of the policies
and procedures are met. Also, projections of amyuation of effectiveness to future periods argesttiio the risk that controls may become
inadequate because of changes in conditions, otitealegree of compliance with the policies orcpdures may deteriorate.

Our Audit Committee, Board of Directors, managensamt KMJ Corbin & Company LLP discussed these weskes and we have assigned
the highest priority to their correction. In 201de plan to continue to add financial resourceseqkrtise, both through internal hiring and
using outside consultants that will provide handssgersight of the monthly financial closing, datealysis, and account reconciliation.

This annual report does not include an attestagport of our independent registered public acdagrfirm regarding internal control over
financial reporting. Management’s report was ndject to attestation by our independent registerdalic accounting firm pursuant to the
rules of the SEC that permit us to provide only aggment’s report in this annual report.

Changes in Internal Control Over Financial Repogin

Except as noted above, there have not been angebamour internal control over financial repogti@@s such term is defined in Rules 13a-15
(f) and 15d-15(f) under the Exchange Act) during ylear ended December 31, 2010 that have mategiffdigted, or are reasonably likely to
materially affect, our internal control over fingalcreporting.

Item 9B. Other Information

There is no information that was required to beldsed, but was not disclosed in a report on a R#nduring the fourth quarter of our fiscal
year ended December 31, 20

PART Il
Item 10. Directors, Executive Officers, and Corporaté&overnance

The following table and text set forth the named ages of all directors and executive officersfdglay 20, 2011. The size of our board is
currently set at five and is divided into threesskes. Under our Bylaws, at the 2010 annual stodkhoheeting, the term of office of the Class |
directors was to expire and the Class | directa@sevto be elected for a full term of three yedrs;term of the Class Il and Class Il directors
are set to expire in 2011 and 2012, respectiveig.February 1, 2010, we filed an initial Prelimip&roxy Statement for an intended special
meeting of stockholders, to be held in April 20 owever, due to the extensive SEC comment pedtadad to that proxy statement and the
periodic reports we were required to file with sychxy statement, we were not authorized to fieerlated Definitive Proxy Statement until
November 2010. As a result of that timing, we deththe meeting to an annual meeting; howevertaoer original intentions for that pro:
statement and the related pressures surrounding, seeoverlooked the Bylaws’ requirement to electe-elect, the Class | directors at such
meeting, which was ultimately held on December®,® To rectify this issue, we filed a Prelimin&goxy Statement on February 22, 2011
for a special meeting we intend to hold by June2B3,1 to re-elect our current Class | directorbdelected for a full term of three (3)

years. There are no family relationships amongdingctors and executive officers. Also provideddire are brief descriptions of the busin
experience of each director, executive officer addisor during the past five years and an indicatibdirectorships held by each director in
other companies subject to the reporting requirésnemder the Federal securities laws. None of fficens or directors is a party adverse to us
or has a material interest adverse to us.
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In May 2010, one of our former Class Il directdes, Arquilla passed away and in June our remaibiogrd of directors approved the
appointment of Robert W. Beart, Jr., M.D. as onewfdirectors. Additionally in December 2010, oemaining Class IlI director, Mr.
Thompson resigned from our board of directorsFebruary 2011, our remaining board of directorsoampd Robert L. Rooks to fill the
vacancy.

Name Age Position
Douglas C. MacLellal 55 Executive Chairman and Chief Executive Offi
Akio Ariura 53 Chief Financial Officer and Secrete
Michael Boswell 42 Director
Minghui Jia 46 Director
Dr. Robert Bear 66 Director
Robert Rook: 57 Director

Mr. MacLellanin November 2008, was appointed Chairman and CH®was originally appointed to the Board in 1998 bacame Chairman
of the Audit and Governance committees in 2001c&Kovember 2009 through the present, Mr. MacLéias been a director of China Net
Online Holdings, Inc. (NASDAQ:CNET) a leading Chégemedia development, advertising and communicatompany. Mr. MacLellan is
also currently President and CEO of MacLellan Grdnp., a privately held business incubator andriitial advisory firm since May

1992. From August 2005 to May 2009, Mr. MacLeleais a member of the Board of Directors of Edgewaterds, International, Inc. Mr.
MacLellan was, until September 2005, vice-chairrofithe Board of Directors of AXM Pharma, Inc. (AXMIK) and its predecessors. AXM
is a China based bio-pharmaceutical company. Ramuary 1996 through August 1996, Mr. MacLellan @las the Vice-Chairman of Asia
American Telecommunications (how Metromedia ChimapOration), a majority owned subsidiary of Metratizelnternational Group,

Inc. From November 1996 until March 1998, Mr. Madan was co-Chairman and investment committee neembthe Strategic East
European Fund. From November 1995 until March 1888 MacLellan was President, Chief Executive €4dfi and a director of PortaCom
Wireless, Inc., a company engaged as a develogeoerator of cellular and wireless telecommunaretiventures in selected developing
world markets. Mr. MacLellan is a former membetted Board of Directors and co-founder of FirstC@orporation, an international
telecommunications company that operates a coriyeetitcess fiber and satellite network in Latin Aites, which became AT&T Latin
America, Inc. in August 2000. From 1993 to 199%, MacLellan was a principal and dounder of Maroon Bells Capital Partners, Inc.,.8
based merchant bank, which specializes in providorgorate finance services to companies in thegniational and domestic
telecommunications and media industries. Mr. Médlabewas educated at the University of Southerrif@alia in economics and finance, with
advanced training in classical economic theory.

Mr. Ariura was appointed as our Chief Financial Officer agdust 21, 2006. Mr. Ariura is a Certified Publicdountant. From

September 2004 until joining the Company, Mr. Aziwvas employed by Resources Global Professionasiding both public and private
companies with consulting services on Sarbanesy@depliance, SEC filings and special project ficiahand management services in
connection with preparation of financial statemetas reporting and mergers and acquisitions. R¥armuary 2001 to December 2003,

Mr. Ariura was Vice President of Sunvest IndustrldsC in charge of preparation of financial statense budgets and other financial report:
light of Mr. Ariura’s financial and regulatory expence, we determined that he should serve asaitmpany’s Chief Financial Officer.

Mr. Ariura received a B.S. in Business Administatfrom University of Southern California in 198@r. Ariura has had no prior affiliation or
relationship with the Company.

Mr. Boswellwas elected to the Board in 2008. Mr. Boswellds@under of the TriPoint family of companies amdfounder and member in
TriPoint Capital Advisors, LLC — a boutique merchdank focused on small and mid-sized growth corigsamie has been active in the
Chinese market since 2000 providing high-leveliirial guidance and services to start-up, smallmaitdsized companies. Mr. Boswell also
holds executive and CFO positions with client coms that include Acting CFO and Director of Oc&amnart, Inc. (OTCBB: OCSM). With
TriPoint, Mr. Boswell has assisted numerous comgmrproviding high-level advice related corpor@tarice, corporate structure, corporate
governance and mergers & acquisitions. Prior tddheding of TriPoint, Mr. Boswell held senit@vel executive positions focused on busir
development and management consulting. Mr. Boswaddls the Series 24, 82 and 63 licenses andasRatkssident, COO and Chief
Compliance Officer of TriPoint Global Equities, &NRA member firm. Mr. Boswell also spent eight y&as a senior analyst and engineer in
various branches of the United States Governmeneadined his MBA from John Hopkins University arBSdegree in Mechanical
Engineering from University of Maryland.
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Mr. Minghui Jiawas elected to our Board in 2006 and is curreihtyNlanaging Director of Jade Pharmaceutical, Mc. Jia has over 10 yea
of experience in investment banking, venture cpitarketing institutional trading and senior cagte management experience. Mr. Jia is
familiar with all procedures for manufacturing amdrketing with respect to the Asian Pharmaceutitalket and has an ieepth understandii
of the industry. Prior to founding Jade Capital GypLtd. and Jade Pharmaceutical Inc., Mr. Jiaezbas marketing director for China Real
Estate Corporation, one of the largest Chinesegutpgorporations between 1999 and 2003. Betwe88 a8d 1998, Mr. Jia served as Gen
Manager of several branches of China Resourcekt@g.the largest China export corporation. Fror87.€ 1989, Mr. Jia worked for the
China National Machinery import and export corpmmatvhere he served as Manager of the Import Deygrt for Medical Instruments. His
experience with financial matters, as well as Kjgegience in the Chinese business community, led tise conclusion that he should serve as
one of our directors. Mr. Jia received his bactegldegree from the University of International Baess and Economics in Beijing.

Robert Beart, Jr., M.Cwas appointed to our board of directors in Junéd2061ill the vacancy of the late Dr. Arquilla. CBeart is currently
the medical director of the Glendale Hospital CRé&titute. Previously he had been with the Univgrsi Southern California (“USC”) since
1992, establishing the Division of Colorectal Suyge the USC Department of Surgery as well as ¢himg the USC Center for Colorectal
Diseases at USC University Hospital and USC/NdZasicer Center and Hospital. His appointment irsgedéhe number of independent
directors at RPC to three. Dr. Beart is a recoghggeecialist and expert in colorectal diseasescander, pioneer of the ileal pouch-anal
anastomosis, and thought leader in the medicansfic and research communities. Dr. Beart’snaniy experience and research includes
continence preservation, colostomy avoidance aaddéntification and management of recurrent catalecancer. He has broad and deep
clinical involvement in colorectal diseases, congrkey areas that include colorectal cancer, chroomnstipation and diarrhea, anorectal health
care issues and diverticulitis, fecal incontinemeeurrent rectal cancer, inflammatory bowel disemsd polyps. From 1976 through 1992 Dr.
Beart worked at the Mayo Clinic in Rochester, Misota where he was Chairman of Department of Calar&urgery and pioneered the ileal
pouchanal anastomosis. He is a past president of therisan Society of Colon and Rectal Surgeons, tteee8oof Surgery of the Alimental
Tract and the International Society of Universitgi@ectal Surgeons. He had his surgical trainingpatUniversity of Colorado and the Mayo
Clinic. Dr. Beart graduated from Harvard Medicah8ol in 1971 and is board-certified and recedifie General and Colorectal Surgery.

Robert L. Rooks, DVIwas appointed to our board in February 2011 tatfél vacancy of the resignation of Mr. Thompsom. Rboks is the
founder, and retired director of VCA All-Care AnihReferral Center, in Fountain Valley, CA. Undes kéadership, VCA has grown into an
organization comprised of three subsidiaries theltide the All-Care Animal Referral Center, the Wal Orthopedic Care Center, and the
Animal Cancer Care Center. Collectively, these eendre staffed by more than 25 veterinarians a&neéd¢hnicians who see over 30,000 pat
cases annually under Dr. Rooks' guidance. Dr. Riok 1978 graduate of lowa State University aBipdomate of both the American Board
of Veterinary Practitioners and the American Cadlef Veterinary Surgeons. Dr. Rooks developed gisalrprocedure and specialized impl
for the treatment for hip dysplasia in dogs ancbisauthor of Canine Orthopedic and the Veterinaapdgr Therapy Handbook: Chemotherapy,
Radiation Therapy, and Surgical Oncology for thacBcing Veterinarian. He is the past presiderthefOrange County Chapter of The
Southern California Veterinary Medical Associatemmd of the Animal Health Foundation and recipidrthe lowa State University
Outstanding Young Alumnus Award, AAHA EXCEL Awarahd highly prestigious Charles E. Bild Practitiooéthe Year Award.
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Communications with Directors

Stockholders may communicate with the ChairmamefBoard, the directors as a group, the non-empldirectors or an individual director
directly by submitting a letter in a sealed enveltabeled accordingly and with instruction to fordiéhe communication to the appropriate
party. Such letter should be placed in a largeelpe and mailed to the attention of our Secregdifgadient Pharmaceuticals Corporation,
2492 Walnut Avenue, Suite 100, Tustin, Californ2¥80. Shareholders and other persons may alscceamahunications to members of our
Board who serve on the Audit Committee by utilizthg webpage on our website, http://www.amdl.coesjghated for that

purpose. Communications received through the wgdbpae reviewed by a member of our Audit Committ€emmunications that relate to
functions of our Board or its committees, or thittier of them believes requires the attention ofrtbers of our Board, are provided to the
entire Audit Committee and reported to our Boardabwember of the Audit Committee. Directors mayee a log of these communications,
and request copies of any of the communications.

Board of Directors Meetings

During the fiscal year ended December 31, 2010¢thvere eleven meetings of the Board as well asenons actions taken with the unanim
written consent of the directors.

Section 16(a) Beneficial Ownership Reporting Compdince

Section 16(a) of the Exchange Act requires ourccef and directors and those persons who benéficiah more than 10% of our outstanding
shares of common stock to file reports of secwwiti@nership and changes in such ownership witlsE@. Officers, directors and greater than
10% beneficial owners are also required to furnishvith copies of all Section 16(a) forms they.file

Based solely upon a review of the copies of sucm$dfurnished to us, we believe that during 201@attion 16(a) filing requirements
applicable to our officers, directors and persohs wwn more than 10% of our outstanding shareswincon stock were complied with.

Code of Ethics for Financial Professionals

The Company has adopted a Code of Ethics for FiabRoofessionals. The Code of Ethics has beeredaatd may be viewed on our website
at: www.radient-pharma.com.

Audit Committee and Financial Expert

Our board has established an Audit Committee congisf Mr. Boswell, Dr. Beart, and Mr. Rooks, eawfwhom is independent within the
meaning of the rules of the NYSE Amex and the enbdrindependence requirements for audit commitiemivers under Exchange Act
Rule 10A-3. The Audit Committee met six times irlR0The Audit Committee has been established inrdemce with Section 3(a)(58)(A) of
the Securities and Exchange Act of 1934. The pyrfiamctions of this Committee are to: appoint (gabjto shareholder approval), and be
directly responsible for the compensation, retentéind oversight of, the firm that will serve as @@mpany’s independent accountants to audit
our consolidated financial statements and to perfeervices related to the audit (including the lgtmn of disagreements between
management and the independent accountants regdimtmcial reporting); review the scope and resaftthe audit with the independent
accountants; review with management and the indp#raccountants, prior to the filing thereof, #maual and interim financial results
(including Management'’s Discussion and Analysishedncluded in Forms 10-K and 10-Q, respectivebnsider the adequacy and
effectiveness of our internal accounting contraoild auditing procedures; review, approve and theesitgblish procedures for the receipt,
retention and treatment of complaints received aglienht regarding accounting, internal accountingtrads or auditing matters and for the
confidential, anonymous submission by employeeoaterns regarding questionable accounting or iagditatters; review and approve
related person transactions in accordance witlpatieies and procedures of the Company; and consfideaccountants’ independence and
establish policies and procedures for pre-approfall audit and non-audit services provided to iRatby the independent accountants who
audit its consolidated financial statements. Ateaeeting, Committee members may meet privatelly vépresentatives of our independent
accountants and with Radient’s Chief Financial €ffi

The Board has determined that Mr. Boswell, an iedelent director, satisfies the “financially sopiested”requirements set forth in the N
Amex Company Guide, and has designated Mr. Bosasethe “audit committee financial expert,” as sterim is defined by the NYSE Amex.
Mr. Boswell’s qualifications as an audit commitfeencial expert are described in his biographyvabo

A current copy of our Audit Committee’s amended asstated charter is available upon request.
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Item 11. Executive Compensation

The following table sets forth all compensationeiged during the two years ended December 31, B@Xdur Chief Executive Officer, Chief
Financial Officer and one other highly compensa&beecutive whose total compensation exceeded $1008uch fiscal year. These officers
and executives are referred to as the Named ExecOfificers in this Report. Upon Mr. MacLellan’sggntment in October 2008, we agreed
to pay him an annual base salary of $360,000, fmelixtin equal monthly installments, and he is aistitled to certain bonuses subject to our
Compensation Committee’s recommendation and approva

SUMMARY COMPENSATION TABLE

Non-
Equity Non-
Incentive qualified
Name and Stock Option Plan Deferred All Other
Principal Awards Awards Compensatior Compensatior Compensatior
Position Year Salary ($) Bonus ($) (%) ($)2 Earnings ($)  Earnings ($) (%) Total ($)
Douglas

MacLellan,

President,

CEO, &

Chairmar 201C $ 360,00 $ 238,000 $ - $ 894,86( $ - $ - $ - $1,492,86!
Douglas

MacLellan 200¢ $ 360,00 $ 30,000 $ - $ 127,94 $ - % - $ - $ 517,94(
Akio Ariura,

CFO 201C $ 300,00 $ 144,000 $ - $ 676,24( $ - $ - $ - $1,120,24i
Akio Ariura 200¢ $ 300,00 $ 20,000 $ - $ 4090 $ - $ - $ - $ 360,90(
Minghui Jia® 201C $ - $ - % - 3 -3 - $ - $ - 3 =
Minghui Jia@ 200¢ $ 186,66° $ - $ - $ 20,00 $ - $ - $ - $ 206,66

1)

Due to the compensation received, we are incluinglia (one of our director3 in this table since disclosure would be requibatifor
the fact that he was not serving as an executifieeofat the end of the last completed fiscal y

(2)

Employment Agreements

Represents the fair value of thepriced options during 2010 and 20!

On November 4, 2008 Douglas C. MacLellan was apgpdias our President and Chief Executive Offiddr. MacLellan does not have an
employment agreement and is compensated at a dlase sf $30,000 per month and he participateén@ompany’s health insurance and
other benefits available to executive officers.riBg the year ended December 31, 2010, Mr. Machedarned a bonus of $238,000.

On September 28, 2006, we entered into a threegraployment agreement with Minghui Jia, one of divectors and Executive Vice-

President of JPI, providing for a base salary &@Q00 per annum and a signing bonus of $50,00f&ctive January 1, 2008, Mr. Jia’s base
compensation was increased to $30,000 per mortifs @greement expired in August 2009.
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Outstanding Equity Awards at Fiscal Year End

Equity
Incentive
Plan
Awards:
Number of Number of Number of
Securities Securities Securities
Underlying Underlying Underlying
Unexercised Unexercised Unexercised Option
Options (#) Options (#) Unearned Exercise Option
Exercisable Unexercisable  Options (#) Price Expiration
Name (a) (b) (c) (d) ($/Sh) (e) Date (f)
Douglas MacLellar 36,00( - - 0.7t 2/27/201:
120,00( - - 0.7t 10/8/201.
90,00( - - 0.7t 5/31/201.:
200,00( - - 0.7t 3/3/201:
2,500,001 - - 0.3¢ 12/2/201!
Akio Ariura 40,00( - - 0.7t 10/8/201.
50,00( - - 0.7t 5/31/201.
50,00( - - 0.7t 3/3/201:
2,000,001 - - 0.3¢ 12/2/201!
Minghui Jia 50,00( - - 0.7¢ 3/3/201:
Equity
Incentive
Equity Awards:
Incentive Market or
Awards: Payout
Number of Value of
Market Unearned Unearned
Number of Value of Shares, Shares,
Shares or Shares or Units, or Units, or
Units of Units of Other Other
Stock That Stock That Rights Rights
Have Not Have Not That Have That Have
Vested (#) Vested Not Vested Not Vested
Name (a) )] (CIW) #H® #0)
Douglas MacLellar - $ = - $ =
Akio Ariura - $ - - $ -
Minghui Jia - $ - - $ -

2010 Performance and Equity Incentive Plan

On December 3, 2010, our stockholders approve@@ié Performance and Equity Incentive Plan (thel@®Blan”). Under the terms of the
2010 Plan, the Compensation Committee or our BoRirectors may suspend or terminate the 2010 Blamy time.

The 2010 Plan provides for the grant to employeetiding executive officers, of restricted comnatack, as well as cash or other stdaser
awards and other benefits. The purpose of the Pld®is to enable us to attract and retain qudlifiersons as employees, officers and
directors and others, whose services are requiretsband to motivate such persons by providingntivéth equity participation in us.
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A maximum of 6,000,000 shares of common stock nmeaisdued and awarded under the 2010 Plan; howevef,January 1 of each year,
commencing with the year 2011 and ending with t&r 2013, the aggregate number of shares avaftabdganting awards under the 2010
Plan shall automatically increase by a number afeshequal to the lesser of (x) 5% of the total Inemnof shares of our common then
outstanding or (y) 1,000,000. The maximum numbeshafres of common stock that may be subject tdk ste@rds granted to any one
participant during any single year period is 3,000, As of December 31, 2010, 5,590,000 option®geanted under the 2010 Plan.

The 2010 Plan is administered by the Compensatamriittee, which has, subject to specified limitasipthe full authority to grant equity
awards and establish the terms and conditionsdsting and exercise thereof. Awards of restrictedksunder the 2010 Plan may qualify for
the “performance-based compensation” exception uthgelnternal Revenue Code of 1986 (the “IRC”)t®ecl62(m) pursuant to their
expected terms. Cash-based awards and awardgridtezsstock, performance units and stock mayitjuahder Section 162(m) of the IRC if
the terms of the award state, in terms of an objedormula or standard, the method of computirggamount of compensation payable under
the award and preclude discretion to increaseri@uat of compensation payable under the termseoétiard.

Director Compensation

The following table contains information regardihg compensation of our directors for the fiscaryending December 31, 2010:

Nonqualified
Fees Earnec Non-equity Deferred
or Paid in Stock Incentive Plan Compensatior All Other
Cash Awards Option Compensatior Earnings Compensatior Total
Name (%) (P Awards ($) (%) (%) (%) (%)
William M.
Thompson, Ill MD
1) $ 3,50C $ - 9 16,24 $ - $ - $ - $ 19,74(
Michael Boswell $ 28,75( $ - $ 66,00((3) $ - $ - $ - $ 94,75(
Edward R. Arquilla,
MD, PhD (2) $ 1,00C $ - % 6,50C $ - $ - $ - $ 7,50(
Robert M. Beart, ML
2 $ 1,75C $ - $ 49,50((3) $ - $ - $ 51,25(

(1) Mr. Thompson resigned as a director in Decembe0z

(2) Dr. Arquilla passed away in May 2010 and in Jung#®@Dr. Beart was appointed as a director to fi#l Board vacanc

(3) Represents the fair value of the 2008 optio--priced in 2009 and the fair value of the 2010 apis

Effective June 1, 2009, in connection with acrdesfhioard comprehensive cost containment measureBoard of Directors voted to reduce
fees paid to independent directors to $1,500 fgrarson attendance and $500 for telephonic attexedainBoard meetings. As Chairman of our
Compensation Committee and of our Audit Commithde,Boswell will receive an additional $10,000 perar and, as Chairman of our
Governance Committee, he will receive an additi&iab00 per year.

When the Board appointed Dr. Beart to serve orBaard, they approved issuing him 40,000 sharesioEommon stock and to pay Dr. Beart

the same compensation paid to our other indepemtigsttors, which is $1,500 for each in person megeind $500 for each telephonic
meeting he attends. The shares of common stock issued in May 2011.
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When the Board appointed Mr. Rooks to serve orBmard, they approved issuing him 40,000 sharesioEommon stock and to pay Mr.
Rooks the same compensation paid to our other et directors, which is $1,500 for each in perseeting and $500 for each telephonic
meeting he attends. The shares of common stock issued in May 2011.

We indemnify our directors and officers to the ésli extent permitted by law so that they will beeffrom undue concern about personal
liability in connection with their service to ushit is permitted by our Certificate of Incorporatiand our Bylaws.

Iltem 12. Security Ownership of Certain Beneficial Owners amtianagement and Related Stockholder Matters

Equity Compensation Plan Information

The following provides information concerning compation plans under which equity securities ofGleenpany were authorized for issuance
as of December 31, 2010:

Number of
Securities
Remaining
Available for
Number of Future
Securities to Weightec- Issuance
be Issued Average Under Equity
Upon Exercise Pric Compensatic
Exercise of of Plans
Outstanding  Outstanding (Excluding
Options, Options, Securities
Warrants anc  Warrants ant  Reflected in
Plan Categor Rights Rights Column (a))
@) (b) (c)
Equity Compensation plans approved by security gl 7,368,00. 0.7¢ 1,616,23
Equity Compensation plans not approved by sechutglers - - -
Total 7,368,00. 0.7t 1,616,23

121




Stock Ownership of Certain Beneficial Owners and Maagement

The following table shows the beneficial ownerstiiur shares of common stock as of May 20, 201(i)bsach person who is known by us
be the beneficial owner of more than five percéft) of our common stock, (ii) each of our directansl executive officers and (iii) all
directors and executive officers as a group. Exasmtherwise indicated, the beneficial ownetsdisn the table have sole voting and
investment powers of their shares.

Number of Percentage
Name and Address (1 Shares Owned
Douglas C. MacLellal 2,946,00((2) 2.5%
Akio Ariura 2,140,00(3) 1.6%
Minghui Jia 750,00((4) *
Room 2502 Shun Hing Sque
5002 Shennan Ave Luot
Shenzhen China 5180
Mike Boswell 240,00(5) *
400 Professional Drive, Suite 3
Gaithersburg, MD 2087
Dr. Robert Bear 190,00((6) *
222 Euclid, Suite 100,
Glendale, CA
Robert L. Rook: 40,00((7) *
All Directors and Officers as a group (6 persc 6,306,00! 5.4%

(1)  Unless otherwise indicated, address is 2492 Wallmahue, Suite 100, Tustin, California, 927:

(2) Includes, 446,000 shares of common stock issugiia the exercise of options at $0.75 per share2g5@D,000 shares of common st
issuable upon the exercise of options at $0.3%lpare.

(3) Includes 140,000 shares of common stock issuabéxercise of options at $0.75 per share and 2,00%8ares of common sto
issuable upon the exercise of options at $0.3%lpare.

(4) Includes 50,000 shares of common stock issuable tippexercise of options at $0.75 per sh
(5) Includes 200,000 shares of common stock issualde the exercise of options at $0.39 per st

(6) Includes 150,000 shares of common stock Heugon the exercise of options at $0.39 per shatded0,000 shares of common stock
granted on August 5, 2010, and issued in May 2

(7) Includes 40,000 shares of common stock grantedcebnuiary 22, 2011, and issued in May 2C

Iltem 13. Certain Relationships and Related Transactions, adaector Independence

Other than the relationships and transactions diamibelow, we are not a party to, nor are we [m@gpto be a party, to any transaction during
the last fiscal year involving an amount exceedt©g0,000 and in which a related person, as suohitedefined by Iltem 404 of Regulation S-

K, had or will have a director or indirect mateiiaerest.

During the year ended December 31, 2010, Minglayialimember of our board of directors, paid fotaierJPI related expenses, totaling
approximately $120,000, for which we reimbursed.him
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Review, Approval and Ratification of Related PartyTransactions

In September 2008, our board approved the Relaesg Pransaction Policy and Procedures. Pursimeméto, it is our policy to discourage
interested transactions with related parties unlesg are determined to be in our best interesislaely have been approved in accordance with
the terms and conditions of the Policy. Accordinglycept as otherwise provided in the Policy, rtittested Transactions with Related Parties
(as those terms are defined in the Policy) requii@ approval of (a) our Board of Directors, Pdesit and CEO. (acting in each case by a
majority of the directors then in office who haweinterest in a proposed Interested Transactioff)othe Board of Directors (acting as above)
and a committee of not less than two Independergciirs appointed by the Board of Directors whoehaw interest in the proposed Interested
Transaction being considered, in each case. UheédPolicy, the Board of Directors and either theskRient and CEO shall review the material
facts of all Interested Transactions that requineraval in accordance with the Policy and eithgrape or disapprove of the entry into the
Interested Transaction, subject to certain pre-@pgt transactions (i.e. executive officer or dioectompensation specifically approved by our
CEO and/or Compensation Committee, awards grantesiiant to a shareholder approved stock option) pieat are included in the Policy. In
determining whether to approve an Interested Ticitsg the Board of Directors, the President andDC&s applicable, will take into account,
among other factors each deems appropriate, whistbeénterested Transaction is on terms no lessrédole than terms generally available to
an unaffiliated third-party under the same or samdircumstances and the extent of the Relateg’Bamterest in the transaction.

In connection with each regularly scheduled meetihghe Board of Directors, a summary of each naterested Transaction deemed pre-
approved pursuant to the policy is provided toBlmard of Directors for its review. If an Interesdt€ransaction will be ongoing, the Boarc
Directors may establish guidelines for our managente follow in its ongoing dealings with the ReldtParty. Thereafter, the Board
Directors shall periodically review and assess amgaelationships with the Related Party to sed thay are in compliance with st
guidelines and that the Interested Transaction irsyeppropriate.

Promoters and Certain Control Persons

None of our management or other control persong “promoters” (ithin the meaning of Rule 405 under the Securitie§, and none of sui
persons took the initiative in the formation of dwsiness or received any of our debt or equityisiées or any of the proceeds from the sal
such securities in exchange for the contributioproperty or services, during the last five years.

Director Independence

Under the Company’s corporate governance princigles“Corporate Governance Principles”), a mayooit the Board will consist of
independent directors. An “independent” directaa irector who meets the NYSE Amex definitionradépendence and other applicable
independence standards under SEC guidelines, asrdeed by the Board. The Corporate GovernanceNmmdinating Committee conducts an
annual review of the independence of the membetiseoBoard and its Committees and reports its figslito the full Board. Based on the
report and recommendation of the Corporate Govem&ommittee, the Board has determined that eattteafon-employee directors —

Dr. Beart, Dr. Rooks, and Mr. Boswell — satisfiae independence criteria (including the enhancielriar with respect to members of the
Audit Committee) set forth in the applicable NYSE&x listing standards and SEC rules. Each Boardiitee consists entirely of
independent, non-employee directors.

For a director to be considered independent, trerdmust determine that the director does not laayadirect or indirect material relationsh
(including vendor, supplier, consulting, legal, kg, accounting, charitable and family relatiops)iwith Radient, other than as a director
shareholder. NYSE Amex listing standards also irepmstain per se bars to independence, which aedhgon a director’s relationships with
Radient currently and during the three years pliegeithe Board’s determination of independence.
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The Board considered all relevant facts and cir¢antes in making its determinations, includingftiiowing:

No nor-employee director receives any direct compensdtmn Radient other than under the director compgois program described
in this proxy statemen

No immediate family member (within the meaningltd NYSE Amex listing standards) of any -employee director is an employes¢
Radient or otherwise receives direct compensatiom Radient

No nor-employee director (or any of their respective indiate family members) is affiliated with or emplalyi@ a professional
capacity by Radie’s independent accountar

No nor-employee director is a member, partner, or prialog any law firm, accounting firm or investmerariking firm that receives
any consulting, advisory or other fees from Radi

No Radient executive officer is on the compensati@mmittee of the board of directors of a compdrat employs any of our n-
employee directors (or any of their respective irdiate family members) as an executive offic

No nor-employee director (or any of their respective imraggfamily members) is indebted to Radient, ndRaslient indebted to ar
nor-employee director (or any of their respective immatdifamily members’

No nor-employee director serves as an executive officer dfaritable or other t-exempt organization that received contributionsn
Radient.

Non-management members of the Board of Directors ociratueast one regularly-scheduled meeting per wéhout members of
management being present. Mr. Boswell serves agrésiding director of such meetings. Followingexecutive session of non-employee
directors, the presiding director may act as adiaibetween the non-employee directors and ther@aaj provide the Chairman with input
regarding agenda items for Board and Committeeimgsetand coordinate with the Chairman regardifigriation to be provided to the non-
employee directors in performing their duties.
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Item 14. Principal Accountant Fees and Services

Aggregate fees for professional services rendexr¢idet Company by KMJ Corbin & Company LLP for theays ended December 31, 2010 and
2009 were as follows:

Services Providec 2010 2009
Audit Fees $ 385,000 $ 297,00(
Audit Related Fee - -
Tax Fees - -
All Other Fees - -
Total $ 385,000 $ 297,00(

Audit Fees The aggregate fees billed for the years ende@mber 31, 2010 and 2009 were for the audits ofinancial statements and
reviews of our interim financial statements inclddie our annual and quarterly reports.

Audit Related Fee: There were no fees billed for the years endeceBer 31, 2010 and 2009 for the audit or reviewwffinancial
statements that are not reported under Audit Fees.

Tax Fees. There were no fees billed for the years endeceBer 31, 2010 and 2009 for professional serviekdad to tax compliance, tax
advice and tax planning.

All Other Fees The aggregate fees billed for the years ende@mber 31, 2010 and 2009 were for services othertthaservices described
above.

Audit Committee Pre-Approval Policies and Procedurs
The Audit Committee has implemented pre-approvéitigs and procedures related to the provisionugfittand non-audit services. Under

these procedures, the Audit Committee gp@roves both the type of services to be provideMJ Corbin & Company LLP and the estima
fees related to these services.
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PART IV

Iltem 15. Exhibits, Financial Statement Schedules

(a) Documents filed as part of this AahReport on Form 10-K:

(1) The financial statements required to be indllitethis Annual Report on Form 10-K are includedtem 8 of this Report.

(2) All other schedules have been omitted bectheeare not required.

(3) Exhibits:
Exhibit
Number Description:
3.1 Certificate of Incorporation of Registrant. (Inporated by reference to the Comp’s Report on Form -KSB for the yea
ended December 31, 198
3.2  Bylaws of the Company. (Incorporated by referetocthe Compar’s Report on Form -KSB for the year ended Decem|
31, 1991.)
3.3 Certificate of Amendment of Certificate of Incorption. (Incorporated by reference to the ComjsaRgport on Form 10-
QSB for the period ended December 31, 19
3.4  Certificate of Amendment of Certificate of Incorption filed with the Delaware Secretary of StateSeptember 8,
2006. (Incorporated by reference to the Com’s definitive Proxy Statement dated July 14, 20
3.5 Specimen of Common Stock Certificate. (Incorpedaby reference to the Company’s Report on ForsK3B for the year
ended December 31, 199
3.6  Certificate of Designations. (Incorporated bference to the Company’s Report on Form 10-KSBHeryear ended
December 31, 1999
9.1  Voting Trust Agreement by and between JeannahdiGary L. Dreher, as Co-Trustees, and Chineseetsal
Technologies Co., Ltd. (Incorporated by referetucthe Compar’s Report on Form-K dated December 26, 200l
10.1  Amendments to License Agreement between the Coyngad Radient Canada, Inc., dated September 39, I18ne 16,
1990 and July 5, 1990. (Incorporated by referegadbe Company’s Report on Form 10-KSB for the yeraded December
31, 1990.;
10.z  The Compan’'s 1992 Stock Option Plan. (Incorporated by refeeen the Compar's Report on Form -KSB for the yea
ended December 31, 199
10.z  Operating Agreement of ICD, L.L.C. (Incorporatedreference to the Company’s Report on Form 10-K&Bhe year
ended December 31, 199
10.4  Letter Agreement between the Company and BriamdBich, Inc. and Radient Canada, Inc., dated Fepiya 995
(Incorporated by reference to the Comg’s Report on Form -KSB for the year ended December 31, 19
10.  The Company’s Stock Bonus Plan (Incorporateddigrence to the Company’s Report on Form 10-KSBHeryear ended
December 31, 1995
10.6  Employment Agreement between the Company and Gdbyeher dated January 15, 1998 (Incorporateckfgrence to the

Compan’s Report on Form -KSB for the year ended December 31, 19
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Exhibit

Number Description:
10.7  Salary Continuation Agreement between the CompadyTdat T. Ngo, Ph.D., dated May 21, 1998 (Incoapest by
reference to the Compg’'s Report on Form -QSB for the period ended June 30, 19!
10.¢  Salary Continuation Agreement between the CompadyTdomas V. Tilton dated May 21, 1998 (Incorpoudtyg referenct
to the Compar’s Report on Form -QSB for the period ended June 30, 19!
10.¢  Salary Continuation Agreement between the CompadyHarry Berk dated May 21, 1998 (Incorporateddfgmence to th
Compan’s Report on Form -QSB for the period ended June 30, 19!
10.1C  Salary Continuation Agreement between the CompandyGary L. Dreher dated May 21, 1998 (Incorpordtgdeference ti
the Compan’s Report on Form -QSB for the period ended June 30, 19
10.11  Agreement between the Company and William M. Thamp$/.D., dated May 21, 1998 (Incorporated by reffiee to the
Compan’s Report on Form -QSB for the period ended June 30, 19!
10.1z Amendment No. 1 to Employment Agreement with Thago, Ph.D., dated July 1, 1998 (Incorporateddfgrence to th
Compan’s Report on Form -QSB for the period ended June 30, 19!
10.1  Agreement Relating to Salary deferral betweerQbmpany and Thomas V. Tilton dated July 1, 1988diporated by
reference to the Compa’s Report on Form -QSB for the period ended June 30, 19!
10.1¢  Agreement Relating to Salary deferral between then@any and Harry Berk dated July 1, 1998 (Incongatéy reference
the Compan’'s Report on Form -QSB for the period ended June 30, 19
10.1f  Securities Purchase Agreement between the Comgraththe Purchasers listed on the Purchaser Signaages attached
thereto, dated February 17, 1999. (Incorporatecefgrence to the Company’s Registration Statermerftorm 10-SB dated
October 15, 1999
10.1¢  The Compan’'s 1999 Stock Option Plan (Incorporated by referaadbe Compar’s Registration Statement on Forn-SB
dated October 15, 199¢
10.17  Agreement Regarding Cancellation of Indebtednesgdsn the Company and William M. Thompson, Ill, M.Batec
July 1, 1999 (Incorporated by reference to the Camy’s Registration Statement on Forn-SB dated October 15, 199!
10.1¢  Agreement Regarding Cancellation of Indebtednesgdsn the Company and Harry Berk dated July 1, 188®rporatec
by reference to the Compé’'s Registration Statement on Forn-SB dated October 15, 199!
10.1¢  Agreement Regarding Cancellation of Indebtednessdsn the Company and Edward Arquilla, M.D., dalely 1, 199¢
(Incorporated by reference to the Comf’s Registration Statement on Forrm-SB dated October 15, 199!
10.2C  Agreement Regarding Cancellation of Indebtedbesseen the Company and Thomas V. Tilton dated Dulyp99

(Incorporated by reference to the Comf’'s Registration Statement on Forrm-SB dated October 15, 199!
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Exhibit

Number Description:

10.21  Agreement Regarding Cancellation of Indebtednessgdsn the Company and Donald Rounds, dated JUl999
(Incorporated by reference to the Company’s Regisin Statement on Form 10-SB dated October 159.199

10.2z2  Agreement Regarding Cancellation of Indebtednesgdsm the Company and That T. Ngo, Ph.D., dated1]ul 999
(Incorporated by reference to the Company’s Regisin Statement on Form 10-SB dated October 15.199

10.2:  Agreement Regarding Cancellation of Indebtednesgdsn the Company and Gary L. Dreher dated Julp29
(Incorporated by reference to the Company’s Regfisin Statement on Form 10-SB dated October 15.199

10.2¢  Agreement Regarding Cancellation of Indebtednesgdsn the Company and Douglas C. MacLellan datgdl]u999
(Incorporated by reference to the Company’s Regfisin Statement on Form 10-SB dated October 15.199

10.25  Employment Agreement of Gary L. Dreher dated Noven#3, 1999 (Incorporated by reference to the Cary’s Report ol
Form 10-KSB for the year ended December 31, 1999.)

10.2¢  Consulting Agreement with That T. Ngo dated Octahet999 (Incorporated by reference to the Com’s Report on Forr
10-KSB for the year ended December 31, 1999.)

10.27  Securities Purchase Agreement between the Comgraththe Purchasers listed on the Purchaser Signages attached
thereto dated February 9, 2000 (Incorporated lareeice to the Company’s Report on Form 10-KSBHenfear ended
December 31, 1999.)

10.2¢  Securities Purchase Agreement dated as of Decetdb@000 executed December 19, 2000 (Incorporatedfbrence to th
Company’s Report on Form 8-K dated December 260200

10.2¢  Secured Promissory Note dated December 14, 20fé@tige December 19, 2000 (Incorporated by refezdndhe
Company’s Report on Form 8-K dated December 260200

10.3C  Security and Pledge Agreement dated as of Decetdhed000, executed December 19, 2000 (Incorpoiatadference ti
the Company’s Report on Form 8-K dated Decemhbe2@60.)

10.31  Voting Trust Agreement dated as of December 14028Recuted December 19, 2000. (Incorporated fleyeece to th
Company’s Report on Form 8-K dated December 260300

10.3z2  Exclusive Distribution Agreement dated December2DD0, effective December 19, 2000. (Incorporétedeference to th
Company’s Report on Form 8-K dated December 260300

10.3:  Technology Transfer Agreement effective July 3@20etween the Company and L-Ji Chang, Ph.D. (Incorporated
reference from the Company’s Report on Form 8-Ked#®ugust 31, 2001.)

10.3¢  Executive Management Change in Control Severifae (Incorporated by reference from the CompaReport on Form
10-KSB for the year ended December 31, 2001.)

10.3¢  The Company’s 2002 Stock Option Plan. (Incortextdy reference from the Company’s Report on FborRKSB for the
year ended December 31, 20(C

10.3¢  The Company’s 2004 Stock Option Plan. (Incortetdy reference from the Company’s Report on FbOrRKSB for the

year ended December 31, 20(C
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Exhibit

Number Description:

10.37  Employment Agreement of Gary L. Dreher dated JanBar 2005. (Incorporated by reference from then@any s Form
K filed February 1, 2005.)

10.3¢  Letter of Intent with Jade Capital Group Ltd. dadalvember 21, 2005. (Incorporated by referencenftoe Compar’s
Form 8-K filed November 22, 2005.)

10.3¢  Stock Purchase and Sale Agreement between the @gnapd Jade Capital Group Limited dated May 12 628d Firs'
Amendment to Purchase and Sale Agreement dated30u2006. (Incorporated by reference from the Gamy’s definitive
Proxy Statement dated July 14, 2006.)

10.4C 2006 Equity Incentive Plan. (Incorporated byerefce from the Comparsgydefinitive Proxy Statement dated July 14, 20

10.41  Escrow Agreement between the Company and JadeaC&pdup Limited (dated as of the closing on Sejen28,
2006. (Incorporated by reference from the Compadegfinitive Proxy Statement dated July 14, 2006.)

10.4z  Opinion of Amaroq Capital, LLC dated May 9, 200@ncorporated by reference from the Comg’s definitive Proxy
Statement dated July 14, 2006.)

10.4:  Amendment No. 1 to Escrow Agreement dated AugQsR007. (Incorporated by reference from the CamgjsaForm 10-K
filed

10.4¢  Amendment No 2 to Escrow Agreement dated Marct2@Q7

10.4t  Employment Agreement of Gary L. Dreher dated M&th2008. (Previously filec

10.4¢  Change in Control Severance Pay Plan. (Previoilsly)i

10.47  Product License, Distribution and Manufacturingréement with MGI dated March 28, 2008. (Incorpedaby reference
from the Company’s Form 8-K filed April 2, 2008.)

10.4¢  2008-2009 Performance Incentive Plan (Incorpar&iem the Company’s Form 8-K filed January 9, 2009

10.4¢  Amendment No. 3 to Escrow Agreement dated Mar;2208

10.5C  Note and Warrant Purchase Agreement dated MarcB®2) (Incorporated by reference from the Fo-K filed March 26,
2010.)

10.51  Form of Note (Incorporated by reference from thenfré-K filed March 26, 2010.

10.52  Form of Warrant (Incorporated by reference fromfoem &K filed March 26, 2010.

10.5: Form of Registration Rights Agreement dated M&2h2010 (Incorporated by reference from the F8sknfiled March 26,
2010.)

10.5¢  Commercial Lease dated August 30, 2008 for teenpses at 2492 Walnut Avenue, Suite 100, Tustitif@aia 92780
(Incorporated by reference from the Form 10-K/&dilMay 3, 2010)

10.5¢  Collaboration Agreement with Mayo Validation Supp®Bervices dated December 12, 2008 (Incorporataefeyence fron
the Form 10-K/A filed May 3, 2010)

10.5¢  Exclusive Distribution Agreement between the Conypamd Grifols USA, LLC dated September 20, 200ediporated b
reference from the Form 10-K/A filed May 3, 2010)

10.57  Distribution Agreement between the Company and Ma#pplied Technologies dated September 30, 200&(porated b
reference from the Form 10-K/A filed May 3, 2010)

10.5¢  Form of Note and Warrant Purchase Agreement (lreyatpd by reference from the Fori-K filed April 13, 2010.)

10.5¢  Form of Note (Incorporated by reference from thenk&-K filed April 13, 2010.)

10.6( Form of Warrant (Incorporated by reference fréwa Form 8-K filed April 13, 2010.)

10.61  Form of Addendum to Note and Warrant Purchasee@mgient (Incorporated by reference from the Formf8eld April 13,

2010.)



10.6z  Form of Exchange Agreement (Incorporated by ezfee from the Form 8-K filed March 16, 2010.)

10.6:  Form of Waiver of Default dated February 16, 20th@¢rporated by reference from the For-K filed March 16, 2010.
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Exhibit

Number Description:
10.6¢  Exclusive -Year Collaboration Agreement with Jaiva Technoleglac. dated April 1, 2010, (filed herewit|
10.6%  Exclusive five-year distribution agreement with Jaiva Guar Dialjesv Dehli. (filed herewith)
10.6¢ Exclusive two-year distribution agreement withrd@Ditech Inc. (filed herewith).

21.1  Subsidiaries of Radient Pharmaceuticals Corporatiolnde Jade Pharmaceutical Inc., a British Vinglands corporatior
Jiangxi Jiezhong Bio-Chemical Pharmacy Company tddhia China WFOE, Yangbian Yigiao Bio-Chemical fPecy
Company Limited, a China WFOE, and Radient Diagnsstnc, a United States corporation.

24.1 Power of Attorney. (Included on signature page.)

31.1  Certification of Chief Executive Officer pursuant$ection 302 of the Sarba-Oxley Act of 2002. (Filed herewith

31.z  Certification of Chief Financial Officer pursuait $ection 302 of the Sarba-Oxley Act of 2002. (Filed herewith

32.1  Certification of Chief Executive Officer pursuant18 U.S.C. § 1350, as adopted pursuant to Se@66 of the Sarbanes-
Oxley Act of 2002. (Filed herewith.)

32.z  Certification of Chief Financial Officer pursuat18 U.S.C. 8 1350, as adopted pursuant to 3e806 of the Sarbanes-

Oxley Act of 2002. (Filed herewith
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f{the Securities Exchange Act of 1934, the Regyidthas duly caused this report to be
signed on its behalf by the undersigned, thereduolp authorized, in the City of Tustin, State ofli@ania on May 24, 2011.

Radient Pharmaceuticals Corporation

By:/s/ Douglas C. MacLellan

Name Douglas C. MacLellar
Title Chief Executive Officer

POWER OF ATTORNEY

KNOW ALL MEN BY THESE PRESENTS, that each persoros# signature appears below constitutes and agdomiglas C. MacLellan
and Akio Ariura, or either of them, as his true dedful attorneys-in-fact and agents, with full pewof substitution and resubstitution, for him
and in his name, place and stead, in any and pélaitees, to sign any and all amendments to thisuahReport on Form 10-K and any
documents related to this report and filed purstathe Securities Exchange Act of 1934, and ®tfie same, with all exhibits thereto, and
other documents in connection therewith, with teewities and Exchange Commission, granting untbattorneys-in-fact and agents, full
power and authority to do and perform each andyeaetrand thing requisite and necessary to be ttooennection therewith as fully to all
intents and purposes as he might or could do isguethereby ratifying and confirming all that saitbrneys-in-fact and agents, or their
substitute or substitutes may lawfully do or catasbe done by virtue hereof.

Pursuant to the requirements of the Securities &xga Act of 1934, this report has been signed bélpthe following persons on behalf of 1
Registrant in the capacities and on the datesaelic

Signature Title Date
/s/ Douglas C. MacLella President, Chief Executive Officer, and Direc May 24, 2011
DOUGLAS C. MACLELLAN (Principal Executive Officer
/s/ Akio Ariura Chief Operating Officer, Chief Financial Officend Secretary May 24, 2011
AKIO ARIURA (Principal Financial Officer and Principal AccourgiOfficer)
/s/ Robert M. Beal Director May 24, 2011
ROBERT M. BEART
/s! Michael Boswel Director May 24, 2011
MICHAEL BOSWELL
/s/ Robert L. Rook Director May 24, 2011
ROBERT L. ROOKS
/s/ Minghui Jia Director May 24, 2011
MINGHUI JIA
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EXHIBIT 10.64
Exclusive 5-Year Collaboration Agreement
RECITALS
This 5-year Exclusive Collaboration Agreement (tAgreement” ) is entered into on April ¥, 2010 by and between:

Radient Pharmaceuticals Corporation (“RPC") , a company duly established and existing under ale df Delaware with its register
address at 2492 Walnut Avenue, Suite 100, Tustitifd@nia 92780-6953 USA (Party A ).

Jaiva Technologies, Inc. (hereinafter “JTI") ,a company duly established and existing underatveof Delaware with its registered addre:
525 North San Houston Pkwy, Suite 220, Houstona$ek7060 USA (“ Party B ”); and

Collectively,JTI Party B andRPC Party A are the sole Parties (thParties”) to this Agreement.

WHEREAS , Party A owns a proprietary cancer vaccine contiinammunogene therapy technology, known as (hefegr “CIT ” and o
“the Product” ). A US patented technology (patent issued May28®4), CIT is intended to build the bodyimmune system and dest
cancer cells. Party A agrees to provide assedsetintellectual property and technical informatessociated to CIT to Party B on a lotega
and exclusive basis for commercialization in thertoy of India;

WHEREAS, Party A and Party B, acknowledges th&IT uses two genes in combination to both build bloey's immune system and
destroy cancer cells. Its GM-CSF gene alters th@otuby activating tumor-specific T-cells within thmune system, while its BZ-gen:
enters the tumor to stimulate stronger and largeellg to attack the cancer. The approach is pansuperior to traditional gene thera
which seeks to replace damaged or abnormal gerteshedlthy ones. This has proven to be difficuttdhese of the number of genes invol
CIT was shown to be 100 percent effective in a mirg mouse model in previous clinical trials inn@da . CIT has been tested in Pha
clinical trials in patients with skin and brain can and, using Party A’'s humanized mouse model,slhaw to be 100 per cent




effective in a study run at the University of AlteerCanada - where Dr. Lunlj-Chang developed CIT before it was acquired byDAMn
2001. Since then, Dr. Chang has continued to warkhe technology as a consultant for Party A. PArtyannounced in May 2007 that it |
received an important Israeli patent for an animadel for the evaluation of vaccines, which is & péits unique CIT technology. Party A
also has patents and patents pending claiming @l meedel, and methods of using these models, détivough the CIT technology it belie’
will be far more useful than animal studies becaRady A's "humanized" mice have humi® immune systems. The "humanized" mous
claimed by Party A has been engineered to posskamanlke immune system. This "transgenic" mouse iserly useful for studying tl
potential therapeutic benefits of candidate gerezaihy compositions. Because the natural mouse iransystem differs from the hurr
immune system, experiments conducted in convertioniee are not always predictive of how new therajgecompounds will work i
humans. However, transgenic mice made in accordaitbeParty A's patents have an immune system rikeea human's. Results obtait
from experiments using this mouse may correlateifsigintly better than traditional animal modelsat is why these mice are referred t
"humanized mice." Currently Party A holds patewtsthe "humanized mouse" in the U.S., Australia Smtjapore.

WHEREAS, Party B acknowledges that Party A has spent coredidke capital on the original acquisition of theTGéchnology and curren
holds it as an asset on its balance sheet valugopadximately US$1.4 million.

WHEREAS , Party A seeks to collaborate with one or moraicdil laboratories, hospitals, physicians and pgatécated in the country
India in order to develop a commercialized use BICR CIT technology. Party B holds significant relagbip with various laboratori
hospitals, and physicians in the country of India.

WHEREAS , Party B will use its best efforts and has thelisige right to create one or more clinical traifsParty A's CIT technology th.
would lead to gaining governmental approval in toentry of India of Party B CIT technology as an approved cancer therapautico
cancer vaccine. The Party’s agree that if a comiaense isdeveloped by Party B in the country of India, at profits from the sales of t
CIT technology or therapies developed from the @idhnologies, will be split 50/50 by both Parties.




WHEREAS , Party B agrees to underwrite any and all costecated with its undertakings in India in orderctonmercialize Party &' CIT
technology. These cost could well exceed US$1.4amillt understood be both parties that Party B/maase additional capital from8Partie:
in order to underwrite a portion or all of thesetso

WHEREAS , Parties agree that A will own any and all patdnée nonpatented improvements to its CIT technology madeclnyical
laboratories, hospitals, physicians in India introed by Party B.

Now, therefore, upon friendly negotiation, PartyaAd Party B have reached an agreement for theboo#itive development of Party's CIT
technology in the country of India, under termsfeeth herein:

1. RPC's CONTRIBUTIONS

1.1  Provisioning of CIT Technology
Both parties agree that Party A shall provide altessary technical and scientific information rdgay Party As CIT technology to Party B
a timely basis and on an exclusive basis spedififat the country of India.

1.2 Provisioning of Technical Support

Both Parties agree that Party A shall provide texirsupport, at its discression, that may be irequin order for Party B to adequat
perform its task of gaining commercialization ofrfyaA’s CIT technology. All expenses associated with tbéhnical support and any tra
expenses shall be born by Party A.

2. JTI's CONTRIBUTIONS

2.1 CIT Commercialization in the Country of India

Both Parties agree that Party B shall underwritedbsts associated with any commercialization ofyP& s CIT technology in the country
India. Although JTI anticipates being able to und&e any and all costs directly or by raising ¢apfrom various third parties, no guarante
this provision is provided by JTI.




3. DELIVERY OF TECHNICAL INFORMATION

3.1 Technical information delivery dates shall be sfiedithrough cooperative discussions between Parand Party B and the delive
place shall be to Party's Texas offices or such other places as may bgrbsid by Party E

3.2  The title to the technical information and any imyEments thereto shall remain in the possessi®adf A.
4. COLLABORATION ECONOMICS

4.1 Provisioning of Costs

Party B agrees to underwrite any and all costscéastsm with its undertakings in India in order tmnumercialize Party A& CIT technology
These cost could well exceed US$1.4 million. Itenstbod be both Parties that Party B may raisetiadel capital from 39 Parties in order
underwrite a portion or all of these costs. Althoud | anticipates being able to underwrite any alhdosts directly or by raising capital fr
various third parties, no guarantee to this prowviss provided by JTI.

4.2  SHARED BENIFITS

Both parties agree that any net profits derivedPbyty B and or any of its partners or affiliates aaresult of any commercialization of Partys A’
CIT technology, will be split between Party A anarty B on a basis of 50% to Party A and 50% toypBrtReconciliation and payment will
made to Party A by Party B at the end of every guaParty B will make payments by wire transfefParty A’s designated bank accou
Party A shall issue to Party B an invoice for epaliment.

5. REPRESENTATIONS AND WARRANTIES

5.1 Each Party represents and warrants to the othbyr theat:

(1) itis a company legally established and validlystirg under the law of the USA and each has thaaigpof right and action
execute and perform this Agreement in its own ne

(2) it has obtained necessary internal approval towgreand perform this Agreemel




(3) the person representing it to execute this Agre¢imas been duly authorized to do the same on italheand

(4) execution and performance of this Agreement by ihdt in conflict with any judgments, rulings, c@uts, agreement or ¢
other documents binding upon

6. FORCE MAJEURE

6.1 Either Party shall not be held liable for nonpemfance of all or part of the obligations hereundee o any force majeure eve
including without limitation, flood, earthquake, war any other events which are unpredictabléatime of executing this Agreeme
uncontrollable and unavoidable and insurmount

6.2 Either Party affected by the force majeure evehtdl :iotify the other Party as soon as possiblesdradl, within fifteen (15) days aft
the occurrence of the force majeure, deliver todtier Party the documents certifying the occureeofcthe force majeure issued
competent institution:

6.3 In case of the force majeure events, the time &fopmance of the obligations hereunder shall derdsd accordingly. The defer
shall coincide with the continuance of the forcgeuee event; in case the force majeure continuesifire than ninety days, both Par
may terminate this Agreement upon consultat

7. CONFIDENTIALITY

Both Parties and their employees are obligatedeepkin strict confidentiality any information hengler and the information regard
technology, business and production of the othetyRa which that Party had access by executing @erorming this Agreement, exclud
any disclosure required in public listing requiremnby either Party. The obligations of confideritighereunder shall remain effective dui
the Term of this Agreement.

8. LIABILITY FOR BREACH

8.1  Either Party shall be liable in damages for breafais Agreement




8.2  Party A shall indemnify Party B for any loss remgtfrom any claims, litigations or any other legabceedings in torts from any th
party associated with the ownership of use of Pa’s technology

8.3 In case Party B should default in making paymemspant to this Agreement and/or Orders, Party Bl slealiable for damages in
amount of 18%]of the arrears, but in no event editgpthe aggregate amount in arre:

9. NO WAIVER

No failure to exercise or any delay in exercisiog,the part of either Party, any right, power, gvifege hereunder shall operate as a w:
thereof, nor shall any single or partial exercisany right, power or privilege prevent any furtleercise thereof.

10. RESOLUTION OF DISPUTES

10.1 Both Parties agree to resolve the disputes in adimrewith this Agreement by way of friendly negton in the first instanct

10.2 Both Parties agree to refer the disputes to Intemmal Arbitration Committee for arbitration in amcdance with its arbitration rul
should both Parties not resolve the disputes inafbeesaid manner within 60 days after the dispatese. The arbitral award shall
final and binding upon both Partie

11. NOTICE AND SERVICE

11.1  Any notice or other communication to be gieareinafter referred to as “Noticaihder this Agreement shall be in writing (by detix
by hand, mail and fax) and shall be sent to thaemiede at the following address or number and atelithe name of the followi
contact persons to constitute a valid not




Party A: Radient Pharmaceuticals Corporation

Attn: Mr. Douglas C. MacLellan

Address: 2492 Walnut Avenue, Suite 100,
Tustin, California USA 92780-6953

Fax: 1 (714) 505-4464

Party B: Jaiva Technologies, Inc.

Attn: Dr. Umesh Bhatia

Address: 525 North Sam Houston Parkway, Suite 220
Houston, Texas 77060 USA

Fax: 1 (281) 727-0300

11.2 Any notice served in the way set forth in 11.1 Ebaldeemed to have been duly giv

(1) in the case of delivery by hand, when its recespagknowledged by the addressee; failing whichkhdtl not be deemed to h:
been duly given

(2) in the case of the mail delivery, which shall bgistered mail or courier delivery, on the 48 hoialtowing the date of postir
(or the day immediately following that day if thtahe falling on the holiday)

(3) inthe case of fax, when sent, provided, howeVehe day the notice is sent falls on a holidag, tiotice shall be deemed to h
been given on the first business day immediatdlgviong such holiday

11.3 In case of any change in the aforesaid addressesimbers of either Party, that Party shall notifywiriting the other Party of su
change within 7 days after the change; or else,rartige sent by the other Party at the originalregsl or number shall be deeme
have been duly givel

12. EFFECTIVENESS AND TERM OF THE AGREEMENT

12.1 This Agreement shall become effective upon beirecated by authorized representatives of both Ra




12.2 The effectiveness period of this Agreement shathitence from the effectiveness of this Agreementamdinue till March 31, 201
Term ”). Upon the expiration of this Agreement, unlesther Party raises a thrementh prior written objection, the Term shall
automatically renew for (5) five years; providedwever, both Parties shall consult on the speqifiantity of the supply and thus re\
this Agreement. In the event that Party A proposasto extend the Term of this Agreement, in whiglse a three-montbrior notice
should be given to Party B, Party B shall havertgbt of first refusal with respect to the negdtiaton procurement of the Prodi.
hereunder for three months, whereby both Partigsre-negotiate on such terms as the demand for and qfrittes Products

13. EXCLUSITIVITY
The Parties agree that party B has been providexelnsive right to commercialize Party A’s CIT beology in the country of India.

14. UNADDRESSED MATTERS
With respect to any matters unaddressed hereih, Batties shall make resolution by friendly coreidh and enter into supplemental cont
or provisions, which shall be equal to this Agreatrtee legal effect.

15. ENTIRE AGREEMENT

This Agreement and any Schedules thereto shaltitatesthe entire agreement on the subject matiatetnplated herein between Party A
Party B and supersede all previous discussionsotia¢igns and agreements or any other written decusnbetween both Parties. /
amendment or supplement to this Agreement shath&dde in writing and executed by the authorizedesgmtatives of both Parties to bec
effective.




IN WITNESS WHEREOF, both Parties has caused this Aggement to be executed by the duly authorized repsentatives of both Partie
on the date herein above written, in two (2) origials of counterparts, with each Party holding one.

Party A: Radient Pharmaceuticals Corporation

Signature:

Name: Douglas C. MacLellan
Title: CEO

Party B: Jaiva Technologies, Inc
Signature:

Name: Umesh Bhatia

Title: CEO




EXHIBIT 10.6¢

Radient

PHARMACEUTICALS

www.radient-pharma.com

RADIENT PHARMACEUTICALS CORP. EXCLUSIVE DISTRIBUTIO N AGREEMENT (JAIVA GAUR DIAGNO,
TERRITORY: INDIA)

This Exclusive Distribution Agreement (this “Agreent”) is made and entered into effective adarfuary 3rd, 2011 (the “Effective
Date”) by and between:

A. Radient Pharmaceuticals Corporation (* Company "), an USA pharmaceutical and biotechnology companyh g
principal place of business at 2492 Walnut Aversigte 100, Tustin, California 92780 and

B. Jaiva Gaur Diagno (* Gaur Diagno ”) an Indian company, with its principal place of mesis at UGE Vishwa Sade
Tower Dist. Centre, Janakpuri, New Delhi -58, India

Each may be referred to herein as a “Party” olectively, the “Parties.”
DEFINITIONS

“Effective Date” shall have the meaning set forth in the introducparagraph of this Agreement.

“Company Products” are those diagnostic products identified on thiedliached hereto as Exhibit,Aas may be amended from ti
to time, and all improvements thereto. Companyrider no obligation to include new technologieplatforms developed after the effec
date of this agreement.

“ Company Products Territory " shall mean the country dfidia.

ARTICLE 1
DISTRIBUTORSHIP

1.1 Appointment of Distributor . Company hereby appoints Gaur Diagno, as Compaeytlusive distributor for tl

Company Products in the Company Products Territ@ybject to the terms and conditions set fortreinerCompany grants to Gaur Diag

and Jaiva Gaur Diagno hereby accepts, a limited;tremsferable, exclusive right to use its best wancial efforts as Comparsydistributor ti
promote, market and sell the Company ProductsarCbmpany Products Territory.

1.2 Exclusivity . This appointment covered by this agreement isusike, but is subject to termination as provida
Article 8 or for failure to meet the Requiremesés forth in Section 3.3 hereof.

1.3 Noncompetition : Neither Company nor Jaiva Gaur Diagno will sell @empany Product’ individual components
reagents which could be combined to directly compeith Product listed in_Exhibit Ao third parties without mutual consent in the foof
signed approval at CEO or COO level.




1.4 Use of Trademarks

14.1 Ownership Jaiva Gaur Diagno recognizes the validity of @any’s trademarks and trade name (collecti
“Trademarks”),acknowledges that the same are the property of @omm@and agrees that Jaiva Gaur Diagno owns nreBitan, and agrees |
to infringe upon, harm or contest the rights of @amy to its Trademarks. Jaiva Gaur Diagno will telke any action in derogation
Company’s rights to its Trademarks.

142 Use of Trademarks and Trade Nam®s long as this Agreement is in effect, Jaivairdaiagno shall have tl
right to use Company’s Trademarks or trade namksdysim connection with its activities hereundéaur Diagnas use shall be limited
Company Products and marketing material providedQmmpany and prapproved sales and marketing material produced by
Diagno. Jaiva Gaur Diagno shall not use any of gamy’s Trademarks, except in connection with its distitn of Company Products un
the terms of this Agreement.

1.4.3 Termination Jaiva Gaur Diagno agrees that upon terminatibrihis Agreement for any reason it v
discontinue the use of and destroy or return asctid by Company, any samples and materials asaseltivertising, or other materials bea
any of Company’s Trademarks.

1.4.4 Packaging Packagin@ompany agrees that all packages containing @agnproducts shall prominently disp
AMDL Diagnostic’s Trademarks and a label includithg words “Manufactured by AMDL Diagnostics IncJaiva Gaur Diagno Biotech, Ii
and AMDL Diagnostics, Inc. will appear in same fgint size on label. All packaging shall compljthwthe rules and regulations of ¢
regulatory body having jurisdiction over such pagkg.

15 Back End Customer Support Company shall provide the following support touGBiagno’s customers:

Product insert containing instructions for use,whim” video, and a list of answers to frequently askeestians (FAQ). Technical questic
should be addressed by Gaur Diagnoustomer service representatives. Company repedses will be available to provide suppleme
information to Gaur Diagno’s technical service egantatives within 12-48 hours.

ARTICLE 2
PRODUCT PRICING AND SUPPLY; MINIMUM PURCHASE REQUIR EMENTS
2.1 Pricing and Agreement to Supply The Company agrees to provide the Company Preddentified inExhibit A
hereto attached to Jaiva Gaur Diagno for distrdsugpursuant to the terms of this Agreement. Thedfier price to be paid by Jaiva C

Diagno for each Product (Onko-Sure DR-70 Diagnokity shall befour hundred US dollars ($400). The price to be paid by Jaiva G
Diagno for the Company’s Products in subsequentsystzall be determined in the manner set fortheictisn 4.1.

2.2 Orders. End users will place orders for the Company Petgldirectly with Jaiva Gaur Diagno in territorgompan’
will be responsible for shipping such Company Puatsldirectly to Jaiva Gaur Diagno or to the erséys if required. The orders will include
account number for such customer or end-user, avithip-to address if the Company Products are sHipjrectly to the endser. The tern
and conditions of this Agreement shall apply toRalrchase Orders submitted to Company for the CoynpPaoducts, and shall supersede
different or additional terms on such Purchase @Grde




2.3 Minimum Purchase Requirements and Advancedyment to Secure Exclusive Rights to Territory.

Jaiva Gaur Diagno agrees to make an advance payhéfty thousand US dollars ($50,000pr order of 125 Kits in H1 2010, to secure
exclusive rights to the territory of India. Thisvatice payment will be applied to the purchase 6f & required to fulfill minimum orders f
2011. Jaiva Gaur Diagno shall be required to paseteach quarter, during the term of this Agreentieatfollowing number of Onko-Sure DR-
70 diagnostic kits (the “Minimum Purchase Requirata®:

DATES
Onko-Sure®
Kits
From To Minimum

January 1, 201 March 31, 201: 12t
April 1, 2011 June 30, 201 37t
July 1, 2011 September 30, 201 50C
October 1, 201 December 31, 201 50C
January 1, 201 March 31, 201: 100(
April 1, 2012 June 30, 201 100c
July 1, 2012 September 30, 201 120c¢
October 1, 201. December 31, 201 120C
January 1, 201 March 31, 201 120C
April 1, 2013 June 30, 201 140
July 1, 201: September 30, 201 140(
October 1, 201 December 31, 201 140C
January 1, 201 March 31, 201« 160C
April 1, 2014 June 30, 201 160(
July 1, 2014 September 30, 201 160C
October 1, 201 December 31, 201 180C
January 1, 201 March 31, 201! 180(
April 1, 2015 June 30, 201 180c
July 1, 201¢ September 30, 201 200(
October 1, 201! December 31, 201 200C

5 Year Tota 2550(




The parties shall meet on or before October 31352at least sixty (60) days prior to the end & ithitial term to attempt to agree on
Minimum Purchase Requirements for the next yeast(fienewal year). If the parties cannot agreghenper quarter Minimum Purchi
Requirements for the next year prior to the exjradf the initial five (5) year term, this Agreemeshall automatically terminate at the en
the initial five (5) year term. The same requiratseand procedures shall apply for any subseqeeetval year terms.

Jaiva Gaur Diagno is not legally bound to meetnfieimums indicated in the Minimum Purchase Requésts Table. Failure to meet
Minimum Purchase Requirements is not a materighdireof this Agreement. The Company shall have @ to convert Gaur Diagn®’
distribution rights to non-exclusive if any of suglinimum Purchase Requirements are not met.

2.4 Shipping/Delivery. Company shall use its best commercial effortdativer the requested Company Products to
Diagno’s warehouse facilities or end user, as ttahn Gaur Diagno’s written purchase order. Osdme shipped C.I.F. destination, arsk
(in the event of a drop-shipment) or Distributovsrehouse. Unless specified in Gaur Diagnotder, Company will select the mode
shipment and the carrier. Company shall seek neisgment from Jaiva Gaur Diagno for such packihgpmng, freight and insurance char
by issuing an appropriate invoice with detailedkagcdocumentation to Jaiva Gaur Diagno for payméixtra charges may apply for exped
delivery. Company Products shall be returnableagtordance with Compars/’Return of Goods Policy set forth in Section :
below. Company shall bear the risk of loss to@eenpany Products until delivered by Company or Camyfs common carrier responsible
transporting the Company Products to Gaur Diagnaisshouse facilities or end user, at which timk atloss shall pass to Gaur Diagno.

25 Acceptance. Upon delivery of the Company Products to JaivairGRiagno hereunder Jaiva Gaur Diagno
immediately inspect the delivered Company Prodémtslamage and report any damage to sending panyriting within five (5) busines
days’receipt of such Company Products. Unless damagéden noted via the procedure specified in tharRd&olicy, the Company Produ
delivered to Jaiva Gaur Diagno hereunder shalldsrebd accepted by Gaur Diagno. Each padgle obligation with respect to any Comg
Products determined to be defective or non-confogntly Jaiva Gaur Diagno shall be, at Gaur Diagraption, to replace Company Proc
according to the Return Policy. The remedies ia Bection 3.6 shall be Gaur Diagaole remedy for the defective Company Produr
applicable. If, however, such Company Productbieen altered from its original state by Gaur Digghlwva Gaur Diagno shall be deeme
have accepted the Company Product.

2.6 Conditions of Sale These terms and conditions govern all sales hipirents by Company and Company hereby ¢
notice of refusal to honor any different or addiabterms and conditions, except for such as magxpeessly accepted by Company in writing.

26.1 Shipping CostsEnd users and Jaiva Gaur Diagno shall be reg@igderfsr all costs of shipping the Compasay’
Products to them. Prices are FOB Tustin, Calitarr@ompany will be responsible for and shall piaglapping, freight and insurance char
until the Product is delivered to the end-user auDiagno.

2.6.2 Taxes The price does not include any foreign or Uniftdtes or provincial, state or local propertyeitise

privilege, sales, use, excise, gross receipts, rexpmther like taxes which may now or hereafterapplicable, which are deemed the oblige
of Gaur Diagno. To the extent payment is madéhbyCompany of any such taxes, Jaiva Gaur Diagreeado reimburse Company for same.
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2.6.3 Excusable DelayCompany shall not be liable for loss, damagé¢em®n or delay, nor be deemed to b
default from causes beyond its reasonable coritrdlding without limitation, fire, flood, strikerather labor difficulty, act or omission of ¢
governmental authority or of the Gaur Diagno, insction or riot, embargo, delays or shortage indpmrtation, or inability to obtain necess
labor, materials, or manufacturing facilities frarsual sources. In the event of delay in perforraahee to any such cause, the date of del
will be postponed by such length of time as maydasonably necessary to compensate for the delay.

2.6.4 Limited Warranty Company warrants that the products sold by it be free of defects in workmanship
material for one (1) year as of the date of shipntenGaur Diagno. Should the Company Products ugaivery fail to conform to th
warranty, Company shall, upon prompt written nofrwen Jaiva Gaur Diagno, correct such ramformity either by replacement or by refi
of the purchase price, at Compasmgption in its sole discretion. Return of Comp&mgducts to Company pursuant to this paragraph isha
Companys risk and expense. THE FOREGOING WARRANTY IS EXEIIVE AND IN LIEU OF ALL OTHER WARRANTIES Ol
QUALITY WHETHER WRITTEN, ORAL, OR IMPLIED, INCLUDING ANY WARRANTY OF MERCHANTABILITY OR FITNESS FOI
A PARTICULAR PURPOSE.

The foregoing limited warranty shall not apply twyaCompany Product or part (a)which has been imrgngmltered, (b) subjected to mist
misapplication, negligence or accident, or (c) used manner contrary to Compasydirections, or (d) t provided or for which thesidg wa:
stipulated by Gaur Diagno.

2.6.5 LIMITATION OF LIABILITY . WHETHER ON ACCOUNT OF ANY ALLEGED BREACH OF TH
AGREEMENT OR DEFECTS CLAIMED FOR COMPANY PRODUCT®RNISHED HEREUNDER, DELAYS IN DELIVERY OR AN’
OTHER CLAIM BASED UPON OR WITH RESPECT TO SUCH COMRY PRODUCTS, IN NO EVENT SHALL COMPANY B
LIABLE TO JAIVA GAUR DIAGNO FOR SPECIAL, INDIRECTINCIDENTAL OR CONSEQUENTIAL DAMAGES INCLUDING, BU"
NOT LIMITED TO, LOSS OF PROFITS OR REVENUE, LOSS @SE OF PRODUCTS OR FACILITIES OR SERVICES, DOWNTH
COST, OR CLAIMS OF CUSTOMERS OF THE JAIVA GAUR DIA® FOR SUCH OTHER DAMAGES. COMPANY LIABILITY ON
ANY CLAIM WHETHER IN CONTRACT, TORT (INCLUDING NEGUGENCE) WARRANTY, STRICT LIABILITY, OR OTHERWISI
FOR ANY LOSS OR DAMAGE ARISING OUT OF, CONNECTED WH, OR FROM THE DESIGN, MANUFACTURE, SALI
DELIVERY, RESALE. REPAIR, REPLACEMENT, INSTALLATI®, OR USE OF ANY PRODUCT OR PART COVERED BY |
FURNISHED UNDER THIS CONTRACT SHALL IN NO CASE EX@D THE PURCHASE PRICE ALLOCABLE TO THE COMPAN
PRODUCT OR PART THEREOF WHICH GIVES RISE TO THE CIM\ ALL CAUSES OF ACTION AGAINST COMPANY ARISIN(C
OUT OF OR RELATING TO THIS CONTRACT OR THE PERFORMIKE HEREOF SHALL EXPIRE UNLESS BROUGHT WITH
ONE (1) YEAR OF THE TIME OF ACCRUAL THEREOF.

2.6.6 LIABILITY CAP. THE MAXIMUM CUMULATIVE LIABILITY OF COMPANY TO JAIVA GAUR
DIAGNO IN CONNECTION WITH THIS AGREEMENT WILL NOT XCEED THE LESSER OF THE AMOUNTS PAID BY JAIV
GAUR DIAGNO TO COMPANY UNDER THIS AGREEMENT; OR FIFTY THOUSAND UNITED STATES DOLLAR
(US$50,000). THIS LIMITATION SHALL NOT DIMINISH AN RIGHTS JAIVA GAUR DIAGNO SHALL HAVE TO CLAIM
COVERAGE AS A VENDOR UNDER THE COMPANYS PRODUCT LIABILITY INSURANCE REFERRED TO IN ARTICE 7 BELOW.

2.6.7 Return Policy Company Products are nogturnable and all sales are final. In the evieat bne or more kits ¢
believed to be defective, Jaiva Gaur Diagno shadhie Company explaining the alleged defect and ltbe Number and Part Number
involved. Company will perform its own test on thet and Part and make its own evaluation. In ¢kent that the kit is deemed to
defective, Company will either replace the defextiwt or Part or replace the entire kit(s) as #rde appropriate.
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ARTICLE 4
RENEWAL PRICES AND PAYMENT

4.1 Prices. On the condition that Jaiva Gaur Diagno has imetMinimum Purchase Requirements for each periatie
initial five (5) year term, the parties shall méetdiscuss the Productgticing and the Required Minimum Purchase Requirdmor the ne:
subsequent twelve (12) month period. Such prisimgl be mutually agreed upon in the time require8ection 3.3; provided, however, in
event shall the Produst’pricing be less than the Product pricing for phier year. In the event the parties cannot, agresuch subseque
twelve (12) month period’s pricing, the Agreemehals terminate at the expiration of the theurrent term. Company agrees to provit
reasonable number of Product samples for Gaur Biagor Company’s customergvaluations. Jaiva Gaur Diagno may, at its digmne
determine sale prices to its customers.

4.2 Payment Terms All Company Products shall be paid for in advahgewire transfer. Jaiva Gaur Diagno may rec
that the Company, at no charge, retain or storef@ommy Products which have been ordered under arghBse Order for up to two (2) mon
at the Company’s facilities.

4.3 Currency Exchange. Unless written instructions are otherwise excleaha@ll payment hereunder shall be in Ur
States Dollars currency.

4.4 Taxes and Duties Jaiva Gaur Diagno agrees to pay, and to indenawifyhold Company harmless from, any and :
the following: sales, use or privilege taxes, exas similar taxes, value added taxes, import aqubit taxes, duties, or assessments ani
other related charged levied by any jurisdictiorrtgieing to the Company Products, other than tac@sputed on the net income
Company. If Company agrees to advance or pay aayah taxes or charges, Jaiva Gaur Diagno agoeesmburse Company for same wit
thirty (30) days or presentation of billing statertgefor such taxes or charges.

ARTICLE 5
MARKETING & SALE OF PRODUCTS; COVENANTS OF GAUR DIA GNO
51 Best Commercial Efforts. Jaiva Gaur Diagno shall use its best commerdialte to promote, market, and ¢
reasonable quantities of Company Products in Cognpaoducts Territory and to stimulate and incréaserest in the Company Products in

Company Products Territory. In particular, JaivauGDiagno agrees, at a minimum to do the followiognarket and sell the Company’
Products:

511 Present and prominently repredeniCompanys Products at relevant industry trade shows inaidkoutside tf
territory.

5.1.2 Maintain a professional companyyGRiagno) website in providing product informatiand product orderir
instructions including e-mail and telephone nunibeorder placement.
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5.13 Incorporate the following inforn@tion Gaur Diagno’s website:

0] FAQ's for cancer patients as approved by the Compan,
(i) Relevant reports and clinical studies generateth&yCompany related to the Comp’s Products
(iii) Post Company Product brochures and supportingteddlamaterials in PDF format for download

online viewing.

5.14 Promote the Compasyroducts through direct outreach to appropriatdth care customers, KOLs, governn
officials in designated territory (India).

5.15 Engage Indian government healtmeigs/officials to gain best possible governmerdltheare rembursemer
and/or funding to purchase and facilitate usagéahpany Products.

5.2 Duties of Distributor. Jaiva Gaur Diagno hereunder shall use its bésttefto perform such necessary distribu
services to commercialize the Company Productsidiict) but not limited to the following:

5.2.1 Adequate Business Facilities angbhtory. Jaiva Gaur Diagno shall maintain adequate fadlito market ar
sell the Company Products in the Company Produetstry.

5.2.2 Payment of Expensedaiva Gaur Diagno shall pay all expenses assaciith the conduct of its busine
including, without limitation, all such costs fomployee compensation and benefits, maintenanceinandance.

5.2.3 Sales Responsibilities: Marketidglvertising, Product Promaotion, Demand Creatioiln accordance wi
Company, Jaiva Gaur Diagno shall use and distribpfgropriate advertising and technical literatuethe Company Products to effectiv
market such Company Products and inform custonfeiteeadechnical aspects and benefits of such Cogpnpanducts unique to such Comp
Products. All such materials must be pre-apprometriting by the Company, which approval shall betunreasonably withheld.

5.2.4 Unauthorized Representation¥aiva Gaur Diagno shall make no representatioguarantee to custom
regarding the Company Products it is authorizedistribute hereunder or their delivery beyond thsisged herein or as authorized in wri
by Company.

5.2.5 Instruction Regarding Product¥aiva Gaur Diagno shall instruct its customersoahe warranty, operation, L
maintenance, and care of the Company Productscoréa&nce with the written instructions provided ®@gmpany. It is expressly understi
and agreed by the Parties that Jaiva Gaur Diaghmetibe offering and in no way shall be respolesior any warranty on any of the Comp
Products.

5.2.6 Forecast Jaiva Gaur Diagno shall submit to Company andatg on or about the first day of each mor
twelve (12) month rolling forecast of Gaur Diagadhtended purchases of Company Products in a fotonbe mutually determined by 1
parties.

5.2.7 Purchase ordergaiva Gaur Diagno shall submit its Purchase @Brdia e-mail (sales@radiepttarma.com) ¢
fax (714) 5054464 by an authorized representative. Unless wikeragreed by the Company, all orders must hast@pping or delivery da
not less than fourteen (14) days later than the tiegt order is placed. Notwithstanding the foragpall orders are subject to acceptance b
Company based upon availability of Company Produtse Company will use its best efforts to meétPalrchase Orders as long as ¢
Purchase Orders are consistent with Gaur Diagyfavecast for orders as set forth in paragrapté@Bove. Orders in excess of the forecast
be shipped by the Company when Products becomkablai




5.2.8 Reports Jaiva Gaur Diagno shall maintain separate atalleld accurate and complete records of all tratitas
concerning the distribution services provided hedau, including, but not limited to, such recordattidentify all customer purchases, and :
records that possess the capability to notify attpasers in the event of a corrective action.

5.2.9 Compliance with Applicable LawsJaiva Gaur Diagno shall comply with all laws arebulations ar
requirements applicable to a thipasty distributor of Company Products, and withlaWs and regulations and requirements of govermal
agencies having jurisdiction within the Companyd®icis Territory.

5.3 Reports. Jaiva Gaur Diagno shall provide Company with sweitten and oral reports as Company may from tto
time reasonably request on (i) the potential custsnand market for the marketing and sale of Companducts in the Company Prodt
Territory; (ii) the activities performed by Jaivea@ Diagno for Company; (iii) the names of potentiastomers contacted by Gaur Diag
including the nature and result of such contact] ém) Company Products sales, including custormamna, quantity, type, and price. T
information will be provided by Jaiva Gaur Diagrm €ompany on a monthly basis and in a predetermamet mutually agreeable reg
format.

54 Product Complaints. If either Jaiva Gaur Diagno or Company learnarmf complaints/claims concerning the Comg
Products, the party learning of such complainslaints shall advise the other party within five ()siness days by telephone, confirme
writing within 3 business days thereafter.

55 Records At the reasonable and prior written request ofnany hereunder, Jaiva Gaur Diagno shall permit fizony
to examine Jaiva Gaur Diagno records applicabteeéabligations set forth in this Agreement, wititls examination occurring during busir
hours and with reasonable frequency and writteit@dd Jaiva Gaur Diagno to verify compliance vitils Agreement.

5.6 Recalls or Corrective Actions Jaiva Gaur Diagno shall fully cooperate with Campin any decision to by Compe
with respect to Company Products, to recall, retriand/or replace its Company Products. All cast$ expenses associated with such re
and corrective actions shall be borne solely by Gamy.

5.7 Licenses Jaiva Gaur Diagno represents and warrants thastthe necessary legal authority under its legra
applicable law to perform the distribution actiggihereunder.

5.8 Compliance. Jaiva Gaur Diagno shall comply with all appli@léws, rules and regulations in connection witt
activities contemplated by this Agreemeithe parties further agree to use their best effartsegotiate and execute any amendments t
that may be deemed necessary or appropriate totairainompliance with any applicable laws, rulesggulations, orders or injunctio
applicable to either party.

5.9 No Alteration. Each party shall not remove, obliterate, or ity ather manner affect, any trademark, trade n
certification mark, testing seal, means of ideadfion, instructional or safety warning, or othearking of the other, whether affixed to
Company Products or otherwise. Jaiva Gaur Diadpadl 8ot make any changes in the literature, waysitabels or advertising under wk
Company prescribes that the Company Products abe ®old without Compang’prior written authorization, and Company shalivée to
Jaiva Gaur Diagno all such literature, warningelatand materials to be provided by Jaiva Gaur midg its customers.
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ARTICLE 6
INDEMNIFICATION
6.1 Indemnification.

6.1.1 Company shall defend, indemnify holtl harmless Gaur Diagno, its affiliates, andagknts, employees, offic
and directors thereof (collectively, the “Jaiva G&iagno Indemnified Partiesfrom and against any liability, loss, damage, cespens
(including reasonable attorneyfees), claim, suit or proceeding made againstoomaore of the Jaiva Gaur Diagno Indemnified Rararisin
from or relating to (i) any claims, warranties epresentations made by Company with respect t€timepany Products; and (ii) any breacl
Company of any of its warranties, representatiorsabligations hereunder.

6.1.2 Jaiva Gaur Diagno shall indemnifgfend and hold Company and its officers, employagents, representativ
Affiliates and their respective successors andgassicollectively, “Company Indemnified Person(d)dmless from and against any liabili
asserted against any Company Indemnified Perssim@rout of, attributable to, or in connection withany breach by Jaiva Gaur Diagnc
any of Gaur Diagn@ representations, warranties or obligations utliderAgreement, or (ii) any act or omission by GBRisigno, or its agen
or employees which results in damage to the Comnipammpducts or which constitutes abuse, misuse israpresentation of the Compaay’
Products intended or permitted use.

ARTICLE 7
INSURANCE
7.1 Insurance.
7.1.1 Each Party shall obtain and maintairing the term of this Agreement general ligpilnsurance in the amount

at least Two Million Dollars ($2,000,000) per oagairce, issued by a reputable insurance carriconaady acceptable to the other party.
7.1.2 Compang’insurance hereunder shall include, but shall beofimited to, Product Liability Insurance, in
amount of no less than Two Million Dollars ($2,0000) in the aggregate. Upon request, such Paaty mtovide to the other party a certific
of insurance issued by the insurance carrier viagfhe issuance of the required insurance policy.
ARTICLE 8
TERM AND TERMINATION
8.1 Term. This Agreement shall become effective as of tfiedive Date, and unless earlier terminated uniisrArticle

this Agreement shall end on March 31, 2015. Thise&ment shall thereafter automatically renew flifittonal terms of one year each if
parties timely agree on the Required Minimum Pusehsand Product pricing for each subsequent year.
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8.2 Other Rights of Termination. The Company may terminate this Agreement by giwiritten notice to Jaiva Ge
Diagno of such termination upon the occurrencengfaf the following events:

8.2.1 any material breach of this Agreetiy Gaur Diagno;
8.2.2 dissolution of Jaiva Gaur Diagnoday reason;
8.2.3 if Jaiva Gaur Diagno shall be @Esed, prevented or hindered for a continuous peoibsixty (60) days fro

transacting a substantial part of its businesselagan of a judgment, decree, order, rule or reigalaf any court, or of any administrative
governmental authority or agency; or

8.2.4 if Jaiva Gaur Diagno shall becombjexct to any action or proceeding in the nature dankruptcy proceedi
under United States or other law or shall makereangement with its creditors, or shall make angassent for the benefit of its creditors, ¢
receiver, custodian, trustee, liquidator or complerafficer shall be appointed for Jaiva Gaur Diagn its business.

8.2.6 Jaiva Gaur Diagno may terminate this Agred¢naémny time by giving 9@day written notice to the Company. S
termination shall not relieve Jaiva Gaur Diagnarfrie requirement to make the payments under $e8t®above.

8.3 Effect of Termination. Upon any expiration or termination of this Agresrh

8.3.1 Neither party shall thereby be lésged from any liability or obligation to the othgarty which became due
payable prior to the effective date of such exprabr termination;

8.3.2 Those Sections of this Agreemenicivioy their nature extend beyond termination, udatg but not limited t
those in Articles 6 (“Indemnification”) and 9 (“Geral Provisions”) shall continue;

8.3.3 Gaur Diagn®’ appointment as an authorized distributor of Camgpas more fully set forth herein st
immediately terminate, and Jaiva Gaur Diagno shathediately cease any representations that it euimorized distributor;

8.3.4 Jaiva Gaur Diagno will, upon redusg Company, transfer to Company any product teggisns, licenses
permits or other similar items which may have bebtained in the name of Gaur Diagno, or jointlyhie name of Company and Gaur Diag
pursuant to this Agreement; and

8.3.5 The payment date of all monies tuene party by the other party shall automatich#yaccelerated so that tl
shall become due and payable on the effectiveafag®piration or termination.

ARTICLE 9
GENERAL PROVISIONS
9.1 Assignment This Agreement shall be binding upon and shalfénto the benefit of the parties and their peet
successors and assigns, but shall not be assighghlaiva Gaur Diagno without the prior written sent of Company, which shall not

unreasonably withheld, unless such assignment ibbp &aur Diagno is to an affiliate, subsidiary,parent corporation of Gaur Diagno. T
Agreement may be assigned if Jaiva Gaur Diagnodsieed by another entity.
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9.2 Choice of Law; Venue This Agreement will be governed by and constraedording to the laws of the State
California, U.S.A., without regard to that body lafv controlling conflicts of laws. All actions uedthis Agreement shall be brought in
state or federal courts in California located ia @ounty of Orange.

9.3 Amendment. This Agreement may be amended or supplementey lonla writing that refers explicitly to tt
Agreement and that is signed on behalf of bothigert

9.4 Waiver. No waiver will be implied from conduct or failute enforce rights. No waiver will be effectiveless ir
writing signed on behalf of the party against whibw waiver is asserted.

9.5 Force Majeure. Neither party will have the right to claim damage to terminate this Agreement as a result obthe
party’s failure or delay in performance due to circumstabeyond its reasonable control (except for abbgs relating to fees payable ur
this Agreement) including, but not limited to, latdisputes, strikes, lockouts, shortages of orilitglio manufacture or obtain the Comp:
Products hereunder, labor, energy, componentspraigrials or supplies, war, riot, insurrection,dgonic, acts of God, or governmental ac
not the fault of the nonperforming party.

9.6 Severability. If any provision of this Agreement is held unexfable or invalid by a court of competent jurisidic,
such unenforceability or invalidity shall not rendleis Agreement unenforceable or invalid as a whdRather, such provision shall be stric
from this Agreement and the remaining provisioreldbe fully enforceable.

9.7 Notices All notices shall be in writing and shall be bgrgonal delivery, or by certified or registered In@turn receif
requested, and deemed given upon personal deligefiye (5) days after deposit in the mail. Nescshall be sent to the addresses set
below or such other address as either party magifgpe writing:

Gaur Diagno:

Jaiva Gaur Diagho

UG-1 Vishwa Sadan Tower Dist. Centre,
Janakpuri, New Delhi -58 India

Attn: Umesh Bhatia, CEO

Company:

Radient Pharmaceuticals Corporation
2492 Walnut Avenue, Suite 100
Tustin, California 92780

Attn: Douglas MacLellan, CEO

9.8 Relationship of Parties; Use of Names The parties to this Agreement are independentractors. Neither party h
authority to bind the other or to incur any obligaton the other partg’behalf. Neither party will use the name of tlleeo party except .
necessary to comply with any applicable regulations
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9.9 Confidentiality . The parties to this Agreement respect the confidity of its contractual relationships. Eackhrty
agrees to not disclose any confidential informatieceived from the other party in connection witfs tAgreement to any third party unles:
such disclosure is approved in writing by the mliselosing party or (ii) such disclosure is reqdit®/ law or governmental regulation and
party requested to disclose such information hasiew the other party in advance in writing. Nwebt party shall have any obligation v
respect to the confidential information of the atparty if (i) at the time of receipt, such infortiza is in the public domain or subseque
enters the public domain without fault of the rea®g party, (ii) at the time of receipt, the infoation was already known to the receiving p
as evidenced by appropriate written records, giigh information becomes available to the receipagy from a bona-fide thirgarty sourc
other than the disclosing party provided that stnitd-party source is not bound to any confidentialityigdtions to the disclosing party; ¢
(iv) such information is independently developedtbg receiving party, as documented by appropmattten records. Upon termination
expiration of this Agreement, the receiving parals cease all use of the other pastyonfidential information and, if requested, ratatl
confidential information received. The obligatiosst forth in this Section 9.9 shall continue beydhe termination or expiration of tl
Agreement, and for so long as either party possess#fidential information of the other party.

9.10 Arbitration . Any disputes arising under this Agreement willdubmitted to binding arbitration through the Ansar
Arbitration Association. Each party shall selenearbitrator and the two arbitrators so selechkadl select a third arbitrator so that the tl
arbitrators shall govern the arbitration process iaaue decisions that shall be binding upon thidgsa Any such arbitration shall take plac
Orange County, California.

9.11 Legal Fees In the event of any legal action, arbitration ather proceeding arising out of this Agreement,
prevailing party shall be entitled to recover resgne attorneysfees and other costs incurred therein, in additioany other relief to which
may be entitled.

9.12 Entire Agreement. This Agreement, including all exhibits to this rkg@ment, which are hereby incorporatec
reference, represents the entire agreement bettlvegrarties relating to its subject matter and saguies all prior representations, discuss
negotiations and agreements, whether written dr ora

9.13 Authority to Execute. Each of the undersigned represents and warrhatshe/she has the right, legal capacity
authority to enter into this Agreement and that &x@cution of this Agreement has been authorizedhgy party on whose behalf
undersigned is executing this Agreement.
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JAIVA GAUR DIAGNO , INC. RADIENT PHARMACEUTICAL CORP.

By: By:

Umesh Bhatia, CE( Douglas MacLellan, CE(
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EXHIBIT A

COMPANY PRODUCTS

Catalog Number DR2101: Onko-Sure DR-70® in vitro @ well diagnostic kit.............. $400.00




EXHIBIT 10.6¢€

" AMDL

Diagnostics
(A Radient Pharmaceutical Subsidiary)

AMDL DIAGNOSTICS INC. EXCLUSIVE DISTRIBUTION AGREEM ENT
(NAROO DITECH INC., TERRITORY: KOREA)

This Exclusive Distribution Agreement (this “Agreent”) is made and entered into effective aBetember 15, 201¢the “Effective
Date”) by and between:

A. AMDL Diagnostics Inc. (* Company "), a company organized under the laws of Delawarey wdt principal place «
business at 2492 Walnut Avenue, Suite 100, TuS@thifornia 92780.

B. Naroo Ditech Inc. (“Naroo”) a Korean Company, with its principal place of besmat 3 F, 258-Yang Jae dong, Seo (
gu, Seoul, Koreaand

(Each may be referred to herein as a “Party” altectively, the “Parties.”)
ARTICLE 1
DEFINITIONS

“Effective Date” shall have the meaning set forth in the introducparagraph of this Agreement.

“Company Products” are those diagnostic products identified on theglitached hereto as Exhibit,A/and may be amended from ti
to time, and all improvements thereto. Companyrider no obligation to include new technologieplatforms developed after the effec
date of this agreement.

“ Assigned Territory ” shall mean the country dforea.

ARTICLE 2
DISTRIBUTORSHIP

2.1 Appointment of Distributor . Company hereby appoints Naroo, as one of the@agiptwo authorized distributors

Company Products in the Assigned Territory. Subjethe terms and conditions set forth herein, Gany grants to Naroo, and Naroo hel

accepts, a limited, non-transferable, exclusivatrig use its best commercial efforts as Compaulstributor to promote, market and sell
Company Products in the Assigned Territory.

2.2 Exclusivity . The appointment covered by this agreement isusika, but is subject to termination as provide
Article 8 or for failure to meet the Minimum Pura®aRequirements set forth in Section 3.3 below.
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2.3 Use of Trademarks

23.1 Ownership Naroo recognizes the validity of Company’s tradeks and trade name (collectively “Trademayks”
acknowledges that the same are the property of @om@and agrees that Naroo owns no interest inagnees not to infringe upon, harm
contest the rights of Company to its Trademarkarod will not take any action in derogation of Canyp's rights to its Trademarks.

23.2 Use of Trademarks and Trade Nam®s long as this Agreement is in effect, Naroallshave the right to u
Company’s Trademarks or trade names solely in adiorewith its activities hereunder. Nargaise shall be limited to Company Products
marketing material provided by Company and approved sales and marketing material produced &god Naroo shall not use any
Company’s Trademarks, except in connection witldiggribution of Company Products under the terirthis Agreement.

2.3.3 Termination Naroo agrees that upon termination of this Agrest for any reason it will discontinue the us
and destroy or return as directed by Company, anyptes and materials as well as advertising, oeratmaterials bearing any of Company’
Trademarks.

234 Packaging Company agrees that all packages containing @agnproducts shall prominently display AM
Diagnostic’'s Trademarks and a label including tleeds “Manufactured by AMDL Diagnostics IncRaroo and AMDL Diagnostics, Inc. w
appear in same font point size on label. All pgikg shall comply with the rules and regulationsaaf/ regulatory body having jurisdicti
over such packaging.

2.4 Back End Customer Support Company shall provide the following support tarbo:

Product insert containing instructions for use &maduently asked questions (FAQ) guide. Technicedstions should be addressed by Naroo
customer service representatives. Company repaseg will be available to provide support to Na@gtechnical service representat
within 12-48 hours.

ARTICLE 3
PRODUCT PRICING AND SUPPLY; MINIMUM PURCHASE REQUIR EMENTS
3.1 Pricing and Agreement to Supply The Company agrees to provide the Company Preddentified inExhibit A
hereto attached to Naroo for distribution purguanthe terms of this Agreement. The transfeceptio be paid by Naroo for each Proi

(Onko-Sure DR-70 Diagnostic Kit) shall fige hundred US dollars ($500.00). The price to be paid by Naroo for the Compar§toducts i
subsequent years shall be determined in the maenéorth in Section 4.1.

3.2 Orders. End users will place orders for the Company Petldirectly with Naroo in territory. Company wible
responsible for shipping such Company Productstijréo Naroo or to the endsers if required. The orders will include an actanumber fc
such customer or end-user, with a ship-to addféke iCompany Products are shipped directly toetiuser. The terms and conditions of
Agreement shall apply to all Purchase Orders subthib Company for the Company Products, and shigérsede any different or additic
terms on such Purchase Orders.
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3.3 Minimum Purchase Requirements to Secure Ekssive Rights to Territory .

Naroo agrees to make quarterly minimum purchasesaiatain exclusive distribution rights in the tery:

DATES
Onko-Sure® Kits
From To Minimum

December 15, 201 December 31, 201 10z
January 1, 201 March 31, 201: 50
April 1, 2011 June 30, 201 75
July 1, 2011 September 30, 20. 75
October 1, 201 December 31, 201 75
January 1, 201 March 31, 201: 10C
April 1, 2012 June 30, 201 10C
July 1, 2012 September 30, 20. 10C
October 1, 201. December 31, 201 12t
January 1, 201 March 31, 201 12t
April 1, 2013 June 30, 201 12¢
July 1, 201: September 30, 20. 15C
October 1, 201 December 31, 201 15C
January 1, 201 March 31, 201« 20C
April 1, 2014 June 30, 201 20C
July 1, 2014 September 30, 20. 20C
October 1, 201 December 31, 201 20C
January 1, 201 March 31, 201! 30C
April 1, 2015 June 30, 201 30C
July 1, 201¢ September 30, 20. 30C
October 1, 201! December 31, 201 30C
5 Year Tota 3352

The parties shall meet at least sixty (60) daysrpn the end of the initial term to agree on thimiMum Purchase Requirements for the
year (first renewal year). If the parties canrgrea on the per quarter Minimum Purchase Requiresyfenthe next year prior to the expirai
of the initial five (5) year term, this Agreemetadl automatically terminate at the end of theiahitive (5) year term. The same requirem
and procedures shall apply for any subsequent ranevar terms.

Failure to meet the Minimum Purchase Requirements tinaterial breach of this Agreement. The Compsmall have an option to conv
Naroo Ditecl's distribution rights to non-exclusive if any afch Minimum Purchase Requirements are not met.

3.4 Shipping/Delivery. Company shall use its best commercial effortsiétiver the requested Company Producl
Naroc's warehouse facilities or end user, as detaileNanoo’s written purchase order. Orders are shippé.F. destination, endser (in th
event of a drop-shipment) or Distributerivarehouse. Unless specified in Naroo order, Goywill select the mode of shipment and
carrier. Company shall seek reimbursement fromobldor such packing, shipping, freight and insueacbarges by issuing an appropi
invoice with detailed backup documentation to Nai@mopayment. Extra charges may apply for expeditelivery. Company Products shal
returnable in accordance with CompanReturn of Goods Policy set forth in Section 3Fefow. Company shall bear the risk of loss tc
Company Products until delivered by Company or Camyfs common carrier responsible for transporting tleen@any Products to Nar
warehouse facilities or end user, at which timk afloss shall pass to Naroo Ditech.
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35 Acceptance Upon delivery of the Company Products to Naroeheder Naroo shall immediately inspect the dediv
Company Products for damage and report any danwmgertding party in writing within five (5) businedays’ receipt of such Compa
Products. Unless damage has been noted via tieedare specified in the Return Policy, the CompRroducts delivered to Naroo hereur
shall be deemed accepted by Naroo. Each partyesaddigation with respect to any Company Produtdtermined to be defective or non-
conforming by Naroo shall be, at Nareaption, to replace Company Product accordindgp¢éoReturn Policy. The remedies in this Sectiol
shall be Naro® sole remedy for the defective Company Producgpgdicable. If, however, such Company Productbeen altered from i
original state by Naroo, Naroo shall be deemeda@taccepted the Company Product.

3.6 Conditions of Sale These terms and conditions govern all sales hipirents by Company and Company hereby ¢
notice of refusal to honor any different or addiabterms and conditions, except for such as magxpeessly accepted by Company in writing.

3.6.1 Shipping CostsEnd users and Naroo shall be responsible focadts of shipping the CompasyProducts 1
them. Prices are FOB Tustin, California

3.6.2 Excusable DelayCompany shall not be liable for loss, damagéerd®n or delay, nor be deemed to b
default from causes beyond its reasonable contrdliding without limitation, fire, flood, strikerather labor difficulty, act or omission of ¢
governmental authority or of the Naroo Ditech, imsation or riot, embargo, delays or shortage amgportation, or inability to obtain neces:
labor, materials, or manufacturing facilities frarsual sources. In the event of delay in perforraaihe to any such cause, the date of del
will be postponed by such length of time as maydasonably necessary to compensate for the delay.

3.6.3 Limited Warranty Company warrants that the products sold by it be free of defects in workmanship
material for one (1) year as of the date of shipmerNaroo. Should the Company Products upon deliail to conform to this warran
Company shall, upon prompt written notice from NaRitech, correct such narenformity either by replacement or by refund of ffurchas
price, at Company’s option in its sole discretidteturn of Company Products to Company pursuathisoparagraph shall be at Company’
risk and expense. THE FOREGOING WARRANTY IS EXCUVE AND IN LIEU OF ALL OTHER WARRANTIES OF QUALITY
WHETHER WRITTEN, ORAL, OR IMPLIED, INCLUDING ANY WARRANTY OF MERCHANTABILITY OR FITNESS FOR .
PARTICULAR PURPOSE.

The foregoing limited warranty shall not apply toyaCompany Product or part (a)which has been imgnigpltered, (b) subjected to mist
misapplication, negligence or accident, or (c) uised manner contrary to Compasydirections, or (d) t provided or for which thesgm wa:
stipulated by Naroo Ditech.

3.6.4 LIMITATION OF LIABILITY . WHETHER ON ACCOUNT OF ANY ALLEGED BREACH OF TH
AGREEMENT OR DEFECTS CLAIMED FOR COMPANY PRODUCT®RNISHED HEREUNDER, DELAYS IN DELIVERY OR AN
OTHER CLAIM BASED UPON OR WITH RESPECT TO SUCH COMRY PRODUCTS, IN NO EVENT SHALL COMPANY B
LIABLE TO NAROO DITECH FOR SPECIAL, INDIRECT, INCIENTAL OR CONSEQUENTIAL DAMAGES INCLUDING, BUT NO'
LIMITED TO, LOSS OF PROFITS OR REVENUE, LOSS OF USE PRODUCTS OR FACILITIES OR SERVICES, DOWNTIME SO,
OR CLAIMS OF CUSTOMERS OF THE NAROO FOR SUCH OTHHRAMAGES. COMPANY'’S LIABILITY ON ANY CLAIM
WHETHER IN CONTRACT, TORT (INCLUDING NEGLIGENCE) WRRANTY, STRICT LIABILITY, OR OTHERWISE FOR AN'
LOSS OR DAMAGE ARISING OUT OF, CONNECTED WITH, ORREM THE DESIGN, MANUFACTURE, SALE, DELIVER)
RESALE. REPAIR, REPLACEMENT, INSTALLATION, OR USEF ANY PRODUCT OR PART COVERED BY OR FURNISHI
UNDER THIS CONTRACT SHALL IN NO CASE EXCEED THE PWHASE PRICE ALLOCABLE TO THE COMPANY PRODUCT C
PART THEREOF WHICH GIVES RISE TO THE CLAIM. ALL CBSES OF ACTION AGAINST COMPANY ARISING OUT OF C
RELATING TO THIS CONTRACT OR THE PERFORMANCE HEREGHALL EXPIRE UNLESS BROUGHT WITHIN ONE (1) YEA
OF THE TIME OF ACCRUAL THEREOF.
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3.6.5 Return Policy Company Products are nogturnable and all sales are final. In the evieat bne or more kits ¢
believed to be defective, Naroo shall email Compaxplaining the alleged defect and the Lot Numlyet Bart Number involved. Compan
will perform its own test on the Lot and Part andka its own evaluation. In the event that theikileemed to be defective, Company
either replace the defective Lot or Part or reptaeeentire kit(s) as it deems appropriate.

ARTICLE 4
RENEWAL PRICES AND PAYMENT

4.1 Pricing. On the condition that Naroo has met the MinimumcRase Requirements for each period in the iritial (5)
year term, the parties shall meet to discuss tleWRt’ pricing and the Required Minimum Purchase Requirémér the next subsequ
twelve (12) month period. Such pricing shall betmally agreed upon in the time required in Sec8@) provided, however, in no event s
the Producs pricing be less than the Product pricing for ghier year. In the event the parties cannot, agresuch subsequent twelve (
month period’s pricing, the Agreement shall terngnat the expiration of the thenwrent term. Naroo Ditech will determine salecprto it
customers in the assigned territory.

4.2 Payment Terms All Company Products shall be paid for in advahgewire transfer. Naroo Ditech may request
the Company, at no charge, retain or store Compaogiucts which have been ordered under any Purcakss for up to two (2) months at
Company'’s facilities.

4.3 Currency Exchange. Unless written instructions are otherwise excleaha@ll payment hereunder shall be in Ur
States Dollars currency.

ARTICLE 5
MARKETING & SALE OF PRODUCTS; COVENANTS OF NAROO DI TECH
51 Best Commercial Efforts Naroo shall use its best commercial efforts tanprte, market, and sell reasonable quan

of Company Products in Assigned Territory and imslate and increase interest in the Company Ptsduncthe Assigned Territory.
particular, Naroo agrees to do the following to ketrand sell the Company’s Products:
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511 Present and prominently represhat @ompanys Products at relevant industry trade shows in absigne

territory.
5.1.2 Incorporate the following inforn@tion Naroo’s website:
0] FAQs for cancer patients and healthcare profesksioas approved by or provided by Company;
(i) Relevant clinical studies reports generated bybmpany related to the Compi’s Products
513 Provide link to Company’s produceéhsite (www.onko-sure.com) and provide bilingual (English/Koree

product page on the Naroo website.

5.14 Promote the Company’s Productsutiiodemand creation campaigns as approved afeeeloped with tt
Company.

5.2 Duties of Distributor . Naroo hereunder shall use its best efforts tdopmr such necessary distribution service
commercialize the Company Products including buitlingted to the following:

5.2.1 Adequate Business Facilities amekhtory. Naroo shall maintain adequate facilities to reérénd sell th
Company Products in the Assigned Territory.

5.2.2 Payment of Expensedaroo shall pay all expenses associated withctireduct of its business, includi
without limitation, all such costs for employee qunsation and benefits, maintenance, and insurance.

5.2.3 Sales Responsibilities: Marketidglvertising, Product Promotion, Demand Creatioiln accordance wi
Company, Naroo shall use and distribute appropadieertising and technical literature for the Comp&roducts to effectively market st
Company Products and inform customers of the teahnaspects and benefits of such Company Produdiguel to such Compa
Products. All such materials must be pre-apprdmethe Company.

5.2.4 Instruction Regarding ProductdNaroo shall instruct its customers as to therady, operation, us
maintenance, and care of the Company Productscor@ance with the written instructions provided®gmpany. It is expressly underst
and agreed by the Parties that Naroo Ditech willb® offering and in no way shall be responsibledioy warranty on any of the Compi
Products.

525 ForecastNaroo shall submit to Company and update orboutthe first day of each month a twelve (12) rh
rolling forecast of Naroo h'’s intended purchase€ofmpany Products in a format to be mutually deieech by the parties.

5.2.6 Purchase orderdlaroo shall submit its Purchase Orders signedrbguthorized representative of Naroo. Ut
otherwise agreed by the Company, all orders must hashipping or delivery date not less than fantfl4) days later than the date the orc
placed. The Company will use its best efforts tetrall Purchase Orders.

5.2.7 Reports Naroo shall maintain separate and detailed atewnd complete records of all transactions coiirog

the distribution services provided hereunder, iditlg, but not limited to, such records that idgntfl customer purchases, and such rec
that possess the capability to notify all purchagethe event of a corrective action.
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5.2.8 Compliance with Applicable LawsNaroo shall comply with all laws and regulatioasd requiremen
applicable to a thirgbarty distributor of Company Products, and withlais and regulations and requirements of goversahagencies havir
jurisdiction within the Assigned Territor

5.3 Reports. Naroo shall provide Company with such written avdl reports as Company may from time to -
reasonably request on (i) the potential customedsnaarket for the marketing and sale of Companyl&ts in the Assigned Territory; (ii) t
activities performed by Naroo for Company; (iiilethames of potential customers contacted by Nanctyding the nature and result of s
contact; and (iv) Company Products sales, includimgtomer name, quantity, type, and price. Thisrination will be provided by Naroo
Company on a monthly basis and in a predeterminddvautually agreeable report format.

5.4 Product Complaints. If either Naroo or Company learns of any compkdiaims concerning the Company Prodt
the party learning of such complains or claims Ishdlise the other party within five (5) business/sl by telephone, confirmed in writi
within 3 business days thereafter.

55 Records At the reasonable and prior written request ofm@any hereunder, Naroo shall permit Company to @&
Naroo records applicable to the obligations sethfdn this Agreement, with such examination ocagriduring business hours and v
reasonable frequency and written notice to Nardedbito verify compliance with this Agreement.

5.6 Recalls or Corrective Actions Naroo shall fully cooperate with Company in amgcidion to by Company with resp
to Company Products, to recall, retrieve and/ola@pits Company Products. All costs and expeassgciated with such recalls and corre:
actions shall be borne solely by Company.

5.7 Licenses Naroo represents and warrants that it has thessacy legal authority under its licenses and eablée law t
perform the distribution activities hereunder.

5.8 Compliance. Naroo shall comply with all applicable laws, mland regulations in connection with the activ
contemplated by this Agreement. The parties furtlygee to use their best efforts to negotiateeat@tute any amendments hereto that mi
deemed necessary or appropriate to maintain congdisvith any applicable laws, rules, regulationsiecs or injunctions applicable to eit

party.

5.9 No Alteration. Each party shall not remove, obliterate, or ity ather manner affect, any trademark, trade n
certification mark, testing seal, means of ideadifion, instructional or safety warning, or othearking of the other, whether affixed to
Company Products or otherwise. Naroo shall noteraky changes in the literature, warnings, labeladvertising under which Compe
prescribes that the Company Products are to bevsthdut Companys prior written authorization, and Company shalivée to Naroo Ditec
all such literature, warning, labels and materialbe provided by Naroo Ditech to its customers.
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ARTICLE 6
INDEMNIFICATION
6.1 Indemnification.

6.1.1 Company shall defend, indemnify dmdd harmless Naroo Ditech, its affiliates, ant adents, employee
officers and directors thereof (collectively, thedroo Ditech Indemnified Partiesfjom and against any liability, loss, damage, cegpens
(including reasonable attorneyfees), claim, suit or proceeding made againstasnmore of the Naroo Indemnified Parties arisingnf ol
relating to (i) any claims, warranties or repreaéiohs made by Company with respect to the Compgamoglucts; and (ii) any breach
Company of any of its warranties, representatiorsabligations hereunder.

6.1.2 Naroo Ditech shall indemnify, defeand hold Company and its officers, employeesn&geepresentative
Affiliates and their respective successors andgassicollectively, “Company Indemnified Person(d)dmless from and against any liabili
asserted against any Company Indemnified Perseimgrut of, attributable to, or in connection withany breach by Naroo Ditech of any
Naroc's representations, warranties or obligations utiierAgreement, or (ii) any act or omission by Naror its agents or employees wt
results in damage to the Company’s products or hvhanstitutes abuse, misuse or misrepresentatidtheo€ompanys Products intended
permitted use.

ARTICLE 7
TERM AND TERMINATION
7.1 Term. This Agreement shall become effective as of tliedive Date, and unless earlier terminated uniisrArticle
this Agreement shall end on December 31, 2015s Agreement shall thereafter automatically renemafiditional terms of one year eac

the parties timely agree on the Required MinimuncRasers and Product pricing for each subsequeant ye

7.2 Other Rights of Termination. The Company may terminate this Agreement by givimitten notice to Naroo Ditech
such termination upon the occurrence of any ofallewing events:

7.2.1 any material breach of this Agreetiy Naroo;

7.2.2 Not meeting minimum purchase regquints outlined in Section 3.3;

7.2.3 dissolution of Naroo for any regson

7.2.4 if Naroo shall be restrained, pragd or hindered for a continuous period of si@@)(days from transacting

substantial part of its business by reason of greht, decree, order, rule or regulation of anyricar of any administrative or governmei
authority or agency; or

7.2.5 if Naroo shall become subject tg aation or proceeding in the nature of a bankypt@ceeding under Unit

States or other law or shall make an arrangemetht itgi creditors, or shall make an assignment fier ienefit of its creditors, or a recei
custodian, trustee, liquidator or comparable offsfeall be appointed for Naroo Ditech or its busgie

7.3 Effect of Termination. Upon any expiration or termination of this Agresnti

7.3.1 Neither party shall thereby be lésged from any liability or obligation to the othgarty which became due
payable prior to the effective date of such exprabr termination;

Ragient 8




7.3.2 Those Sections of this Agreemeniciviby their nature extend beyond termination, udahg but not limited t
those in Articles 6 (“Indemnification”) and 9 (“Geral Provisions”) shall continue;

7.3.3 Narog' appointment as an authorized distributor of Camgpas more fully set forth herein shall immedia
terminate, and Naroo shall immediately cease apresentations that it is an authorized distributor;

7.3.4 Naroo will, upon request by Compamgnsfer to Company any product registratioregrises or permits or otl
similar items which may have been obtained in tama of Naroo Ditech, or jointly in the name of Camp and Naroo h, pursuant to
Agreement; and

7.3.5 The payment date of all monies tuene party by the other party shall automatichyaccelerated so that tl
shall become due and payable on the effectiveafagpiration or termination.

ARTICLE 8
GENERAL PROVISIONS

8.1 Assignment This Agreement shall be binding upon and shalténto the benefit of the parties and their peet
successors and assigns, but shall not be assigbpi&roo without the prior written consent of Canp, which shall not be unreasons
withheld, unless such assignment by Naroo is taafdifiate, subsidiary, or parent corporation of NarDitech. This Agreement may
assigned if Naroo is acquired by another entity.

8.2 Choice of Law; Venue This Agreement will be governed by and constraedording to the laws of the State
California, U.S.A., without regard to that body lafv controlling conflicts of laws. All actions uedthis Agreement shall be brought in
state or federal courts in California located ia @ounty of Orange.

8.3 Amendment. This Agreement may be amended or supplementeg lonla writing that refers explicitly to tt
Agreement and that is signed on behalf of bothigert

8.4 Waiver. No waiver will be implied from conduct or failute enforce rights. No waiver will be effectiveless ir
writing signed on behalf of the party against whibw waiver is asserted.

8.5 Force Majeure. Neither party will have the right to claim damage to terminate this Agreement as a result obthe
party’s failure or delay in performance due to circumstabeyond its reasonable control (except for abbgs relating to fees payable ur
this Agreement) including, but not limited to, latdisputes, strikes, lockouts, shortages of orilitglio manufacture or obtain the Compi
Products hereunder, labor, energy, componentspraigrials or supplies, war, riot, insurrection,dgonic, acts of God, or governmental ac
not the fault of the nonperforming party.

8.6 Severability. If any provision of this Agreement is held unextable or invalid by a court of competent jurisidic,
such unenforceability or invalidity shall not rendleis Agreement unenforceable or invalid as a whdRather, such provision shall be stric
from this Agreement and the remaining provisioreldbe fully enforceable.

8.7 Notices All notices shall be in writing and shall be bgrgonal delivery, or by certified or registered In@turn receif

requested, and deemed given upon personal deligefiye (5) days after deposit in the mail. Nescshall be sent to the addresses set
below or such other address as either party magifgpe writing:
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Naroo Ditech:

Naroo Ditech, Inc.

3 F, 250-3 Yang Jae dong, Seo cho gu,
Seoul, Korea

Attn: Chang Lee, CEO

Company:

AMDL Diagnostics, Inc.

2492 Walnut Avenue, Suite 100
Tustin, California 92780

Attn: Akio Ariura, COO

8.8 Relationship of Parties; Use of Names The parties to this Agreement are independentractors. Neither party h
authority to bind the other or to incur any obligaton the other partg’behalf. Neither party will use the name of tlieeo party except .
necessary to comply with any applicable regulations

8.9 Confidentiality . The parties to this Agreement respect the confidity of its contractual relationships. Eachrty
agrees to not disclose any confidential informatieceived from the other party in connection witts tAgreement to any third party unles:
such disclosure is approved in writing by the miselosing party or (ii) such disclosure is reqdit®/ law or governmental regulation and
party requested to disclose such information hasied the other party in advance in writing. Nt party shall have any obligation w
respect to the confidential information of the otparty if (i) at the time of receipt, such infortiza is in the public domain or subseque
enters the public domain without fault of the rea®g party, (ii) at the time of receipt, the infoation was already known to the receiving p
as evidenced by appropriate written records, £ii3h information becomes available to the receipady from a bona-fide thirdarty sourc
other than the disclosing party provided that sinitd-party source is not bound to any confidentialityigdtions to the disclosing party; ¢
(iv) such information is independently developedtbg receiving party, as documented by appropmattten records. Upon termination
expiration of this Agreement, the receiving parals cease all use of the other pastgonfidential information and, if requested, ratatl
confidential information received. The obligatiosst forth in this Section 9.9 shall continue beydhe termination or expiration of tl
Agreement, and for so long as either party possess#fidential information of the other party.

8.10 Arbitration . Any disputes arising under this Agreement willdubmitted to binding arbitration through the Ansar
Arbitration Association. Each party shall selenearbitrator and the two arbitrators so selectedl select a third arbitrator so that the tl
arbitrators shall govern the arbitration process iaaue decisions that shall be binding upon thiggza Any such arbitration shall take plac
Orange County, California.

8.11 Legal Fees In the event of any legal action, arbitration ather proceeding arising out of this Agreement,
prevailing party shall be entitled to recover resgue attorneysfees and other costs incurred therein, in additioany other relief to which
may be entitled.

8.12 Entire Agreement. This Agreement, including all exhibits to this rkg@ment, which are hereby incorporatec
reference, represents the entire agreement bettheguarties relating to its subject matter and ssgubes all prior representations, discuss
negotiations and agreements, whether written dr ora
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8.13 Authority to Execute. Each of the undersigned represents and warrhatshe/she has the right, legal capacity

authority to enter into this Agreement and that &x@cution of this Agreement has been authorizedhgy party on whose behalf
undersigned is executing this Agreement.

NAROO DITECH, INC. AMDL DIAGNOSTICS, INC.

(a Radient Pharmaceutical Corp. Subsidi

By: By:
Mr. Chang Lee, CEO Douglas MacLellan, CEO
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EXHIBIT A

COMPANY PRODUCTS

Catalog Number DR2101: AMDL Onko-Sure DR-70® in vito 96 well diagnostic kit ....... $500.00




Exhibit 31.1

CERTIFICATION

I, Douglas C. MacClellan, certify that:
1) I have reviewed this Annual Report on Forn-K of Radient Pharmaceuticals Corporati

2) Based on my knowledge, this report does not cordgainuntrue statement of a material fact or omistade a material fact necessar
make the statements made, in light of the circuntets under which such statements were made, nigadisg with respect to the per
covered by this repor

3) Based on my knowledge, the financial statementd, aher financial information included in this repdfairly present in all materi
respects the financial condition, results of operatand cash flows of the registrant as of, amdtfe periods presented in this rep

4) The registrans other certifying officer(s) and | are responsifile establishing and maintaining disclosure cdstrend procedures |
defined in Exchange Act Rules 13a-15(e) and 15@))%nd internatontrol over financial reporting (as defined in Baonge Act Rule
13e15(f) and 15-15(f)) for the registrant and hay

a) Designed such disclosure controls and proceduregaosed such disclosure controls and procedurdsetdesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made known to u:
others within those entities, particularly durihg tperiod in which this report is being prepal

b) Designed such internal control over financial reipgy, or caused such internal control over finah@aorting to be designed under
supervision, to provide reasonable assurance riegatide reliability of financial reporting and thpeeparation of financial stateme
for external purposes in accordance with geneealbepted accounting principle

c) Evaluated the effectiveness of the regis’s disclosure controls and procedures and presémtiis report our conclusions about
effectiveness of the disclosure controls and prores] as of the end of the period covered by #psnt based on such evaluation;

d) Disclosed in this report any change in the regi’s internal control over financial reporting thatomed during the registre’s mos
recent fiscal quarter (the registranfourth fiscal quarter in the case of an annupbrg that has materially affected, or is reasoy
likely to materially affect, the registré' s internal control over financial reporting; &

5) The registrans other certifying officer(s) and | have disclosbdsed on our most recent evaluation of internatrob over financie
reporting, to the registrant’s auditors and theitacommittee of the registrarst’board of directors (or persons performing theieden!
functions):

a) All significant deficiencies and material weaknesge the design or operation of internal controkiofinancial reporting which a
reasonably likely to adversely affect the regis's ability to record, process, summarize and refgmahcial information; an

b) Any fraud, whether or not material, that involveammagement or other employees who have a significéain the registra’s interna
control over financial reporting

Date: May 24, 201 /sl Douglas C. MacLella

Douglas C. MacLellai
Chief Executive Officer (Principal Executive
Officer), President




Exhibit 31.2

CERTIFICATION

I, Akio Ariura, certify that:
1) I have reviewed this Annual Report on Forn-K of Radient Pharmaceuticals Corporati

2) Based on my knowledge, this report does not cordgainuntrue statement of a material fact or omistade a material fact necessar
make the statements made, in light of the circuntets under which such statements were made, nigadisg with respect to the per
covered by this repor

3) Based on my knowledge, the financial statementd, aher financial information included in this repdfairly present in all materi
respects the financial condition, results of operatand cash flows of the registrant as of, amdtfe periods presented in this rep

4) The registrans other certifying officer(s) and | are responsifile establishing and maintaining disclosure cdstrend procedures |
defined in Exchange Act Rules 13a-15(e) and 15¢)) and internal control over financial repagtifas defined in Exchange Act RL
13e15(f) and 15-15(f)) for the registrant and hay

a) Designed such disclosure controls and proceduregaosed such disclosure controls and procedurdsetdesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made known to u:
others within those entities, particularly durihg tperiod in which this report is being prepal

b) Designed such internal control over financial reipgy, or caused such internal control over finah@aorting to be designed under
supervision, to provide reasonable assurance riegatide reliability of financial reporting and thpeeparation of financial stateme
for external purposes in accordance with geneealbepted accounting principle

c) Evaluated the effectiveness of the regis’s disclosure controls and procedures and presémtiis report our conclusions about
effectiveness of the disclosure controls and prores] as of the end of the period covered by #psnt based on such evaluation;

d) Disclosed in this report any change in the regi’s internal control over financial reporting thatomed during the registre’s mos
recent fiscal quarter (the registranfourth fiscal quarter in the case of an annupbrg that has materially affected, or is reasoy
likely to materially affect, the registré' s internal control over financial reporting; &

5) The registrans other certifying officer(s) and | have disclosbdsed on our most recent evaluation of internatrob over financie
reporting, to the registrant’s auditors and theitacommittee of the registrarst’board of directors (or persons performing theieden!
functions):

a) All significant deficiencies and material weaknesge the design or operation of internal controkiofinancial reporting which a
reasonably likely to adversely affect the regis's ability to record, process, summarize and refgmahcial information; an

b) Any fraud, whether or not material, that involveammagement or other employees who have a significéain the registra’s interna
control over financial reporting

Date: May 24, 201 Isl Akio Ariura

Akio Ariura
Chief Operating Officer, Chief Financial Officer
(Principal Financial Officer




Exhibit 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of Radient fAaceuticals Corporation (the “Company”) on FormKLfor the year ending Decemt
31, 2010, as filed with the Securities and Excha@genmission on the date hereof (the “Repoit"Douglas C. MacClellan, Chief Execut
Officer and President of the Company, certify, he best of my knowledge, pursuant to 18 U.S.C.i&ed350, as adopted pursuan
Section 906 of the Sarbanes-Oxley Act of 2002, that

1) The Report fully complies with the requirementsSefttion 13(a) or 15(d) of the Securities Exchangeoh 1934; anc

2) The information contained in the Report fairly mets, in all material respects, the financial ctodiand results of operations of
Company for the periods present

Date: May 24, 201 /sl Douglas C. MacLellan

Douglas C. MacLellai
Chief Executive Officer, Preside

A signed original of this written statement reqditey Section 906 has been provided to the Compadydl be retained by the Company and
furnished to the Securities and Exchange Commissiats staff upon request.

This certification accompanies this Annual Reparfrorm 10-K pursuant to Section 906 of the Sarb&hwdsy Act of 2002 and shall not,
except to the extent required by such Act, be delditex] by the Company for purposes of Section flhe Securities Exchange Act of 1934,
as amended (the “Exchange Act”). Such certificatigll not be deemed to be incorporated by refeeento any filing under the Securities Act
of 1933, as amended, or the Exchange Act, excapetextent that the Company specifically incorpesat by reference.




Exhibit 32.2

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of Radient iaceuticals Corporation (the “Company”) on FormKLfbr the year ending December
31, 2010, as filed with the Securities and Excha@gmmission on the date hereof (the “Report”), kicAAriura, Chief Operating Officer and
Chief Financial Officer of the Company, certify,ttee best of my knowledge, pursuant to 18 U.S.Cti&e 1350, as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002, that

1) The Report fully complies with the requirementsSeftction 13(a) or 15(d) of the Securities ExchangeoA 1934; anc

2) The information contained in the Report fairly grets, in all material respects, the financial ctadiand results of operations of
Company for the periods present

Date: May 24, 2011 /sl Akio Ariura

Akio Ariura
Chief Operating Officer, Chief Financial Offic

A signed original of this written statement reqditey Section 906 has been provided to the Compadydl be retained by the Company and
furnished to the Securities and Exchange Commissiats staff upon request.

This certification accompanies this Annual Reparfrorm 10-K pursuant to Section 906 of the Sarb&nwdsy Act of 2002 and shall not,
except to the extent required by such Act, be delditex] by the Company for purposes of Section flhe Securities Exchange Act of 1934,
as amended (the “Exchange Act”). Such certificatigll not be deemed to be incorporated by refeeento any filing under the Securities Act
of 1933, as amended, or the Exchange Act, excapetextent that the Company specifically incorpesat by reference.






