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RADIENT PHARMACEUTICALS CORPORATION
CONDENSED CONSOLIDATED BALANCE SHEETS

June 30, December 31
2011 2010
(Unaudited) (Audited)
ASSETS
Current assets:
Cash $ 151580 $ 53,38!
Accounts receivable, net of allowance of 2,101 2,60:
Inventories 108,57¢ 82,90
Prepaid expenses and other current a: 120,28 134,91!
Prepaid consultin 183,32¢ 330,99¢
Debt issuance costs - 170,82°
Total current assets 1,930,009 775,62¢
Property and equipment, r 86,68¢ 75,96
Other assets 5,37( 5,37(
Total assets $ 2,022,15" $ 856,96(
LIABILITIES AND STOCKHOLDERS ' DEFICIT
Current liabilities:
Accounts payable and accrued expel $ 786,49: $ 1,065,76:
Accrued salaries and wag 107,25 294,60:
Accrued interest expen: 570,06° 2,209,73.
Derivative liabilities 6,074,98! 29,065,86
Deferred revenu - 24, 75(
Current portion of notes payable and convertiblat deet 30,834,87 21,091,21
Total current liabilities 38,373,68 53,751,93
Commitments and contingencie!
Stockholders’ deficit:
Preferred stock, $0.001 par value; 25,000,000 steuthorized
none issued and outstand| - -
Common stock, $0.001 par value; 200,000,000 star®rized
145,539,264 and 38,402,173 shares issued at Dyr2®B1 anc
December 31, 2010; 147,953,190 and 37,502,173 sbatstanding ¢
June 30, 2011 and December 31, 2010, respec 147,95¢ 37,50:
Additional paic¢in capital 143,015,15 85,217,93
Accumulated deficit (179,514,64) (138,150,40)
Total stockholders’ deficit (36,351,52) (52,894,97)
Total liabilities and stockholders’ deficit $ 2,022,145 $ 856,96(

See Accompanying Notes to Condensed Consolidatedéial Statements




RADIENT PHARMACUETICALS CORPORATION

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
(Unaudited)

Net revenue:
Cost of sales

Gross profit

Operating expense
Research and developm
Selling, general and administrative
Total operating expenses
Loss from operations
Other income (expense
Interest expens
Other expense, n
Change in fair value of derivative liabiliti
Impairment on investment in J
Legal settlement expen
Loss on extinguishment of debt
Total other expense, net
Loss before provision for income tax
Provision for income taxes
Net loss

Basic and diluted loss per common sh.
Net loss

Weighted average common shares outstan
basic and dilute:

Three Months Ended Six Months Ended
June 30, June 30,

2011 2010 2011 2010
$ 124,71¢  $ 4555;. $ 155,37 $ 82,39¢
19,57¢ 8,17¢ 29,15:¢ 30,11
105,13¢ 37,37¢ 126,21¢ 52,28:
92,28¢ 243,77¢ 139,06 294,81!
1,943,39 2,768,97! 3,806,20: 4,124,16!
2,035,68I 3,012,75 3,945,261 4,418,97!
(1,930,54) (2,975,38) (3,819,044 (4,366,69)
(27,323,24) (20,939,25) (41,724,70) (22,101,92)
(1393 (1,619 (319 (1,877
10,528,57. 2,801,58: 19,832,73 2,758,58!
- (2,761,99) - (2,761,99)
(10,987,05) - (10,987,05) -
(224,276 - (4,665,83)) -
(28,006,13) (20,901,27) (37,545,18) (22,107,21)

(29,936,67)

(23,876,66)

(41,364,23)

(26,473,90)

$ (29,936,67)

$ (23,876,66)

$ (41,364,23)

$ (26,473,90)

$ (0.25)

117,450,88

$ (0.82)

29,245,41

$ (0.40)

104,113,84

See Accompanying Notes to Condensed Consolidatedéial Statements

$ (0.9

26,729,01




Balance, January 1,
2011

Common stock issue
for consulting
services

Common stock issue
to employees and
directors for
services

Common stock issue
for legal settlemer

Common stock issue
for conversion of
debt and accrued
interest

Common stock issue
for exercise of
warrants, net of
commissions of
$10,080

Reclassification of
derivative liabilities
due to conversion
debt and exercise
warrants

Beneficial conversior
feature

Reclassification of
warrants and
beneficial
conversion feature
not previously
classified as
derivatives

Repricing of warrant

Net loss

Balance, June 30,
2011

RADIENT PHARMACUETICALS CORPORATION
CONDENSED CONSOLIDATED STATEMENT OF STOCKHOLDERS'’ D EFICIT
(Unaudited)
For The Six Months Ended June 30, 2011

Additional Total
Common Stock Preferred Stock Paid-in Accumulated Stockholder¢’
Shares Amount Shares Amount Capital Deficit Deficit
37,502,17 $ 37,50: - $ - $ 85,217,93 $(138,150,40) $ (52,894,97)
1,420,85 1,421 - - 583,11¢ - 584,54(
80,00( 80 - - 30,32( - 30,40(
500,00( 50C - - 139,90( - 140,40(
83,911,99 83,91 - - 28,193,55 - 28,277,46
24,538,16 24,53¢ - - 77,38 - 101,92(
- - - - 25,370,77 - 25,370,77
- - o - 4,441 ,56: - 4,441,56:
- - - - (1,524,63) - (1,524,63)
485,24¢ 485,24¢
- - - - - (41,364,23) (41,364,23)
147,953,19 $ 147,95: - 3 - $143,015,15 $(179,514,64) $ (36,351,52)

See Accompanying Notes to Condensed Consolidated¢tal Statements




RADIENT PHARMACEUTICALS CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited)

Six Months Ended
June 30,
2011 2010

Cash flows from operating activitie
Net loss $ (41,364,23) $ (26,473,90)
Adjustments to reconcile net loss to net cash usegerating activities

Depreciation and amortizatic 19,73: 67,00(
Amortization of debt discount and debt issuances 12,090,17 5,257,36!
Impairment on investment in J - 2,761,99:
Interest expense related to fair value of derivainstruments grante 12,801,80 12,733,81
Interest expense related te-pricing of warrants issued to note hold 485,24t -
Interest expense related to incremental value afeshand warrants issued to note hol - 81,78(
Additional principal added for penalties and triggg events 15,646,05 3,237,29!
Loss on extinguishment of de 4,665,83! -
Loss on settlemet 10,912,05 -
Shar-based compensation related to options granted pbogees and directors for servic 30,40( 173,75¢
Shar+based compensation related to common stock andmtarexpensed for servic 732,20¢ 1,620,78!
Change in fair value of derivative liabiliti (19,832,73) (2,758,58)
Changes in operating assets and liabilit
Accounts receivabl 502 -
Inventories (25,675 4,88¢
Prepaid expenses and other as 14,63¢ 130,72¢
Accounts payable and other accrued expe 107,20° (1,438,29)
Deferred revenue (24,750) -
Net cash used in operating activitie (3,741,53) (4,601,37)
Cash flows from investing activitie
Purchase of property and equipment (30,460) (15,127
Net cash used in investing activitie (30,460) (15,127
Cash flows from financing activitie
Payments on convertible debt, January 2011 fingr (1,687,501 -
Proceeds from issuance of convertible debt, netigfnal issue discount and cash offering ci 6,820,00! 6,308,00!
Proceeds from the exercise of warrants, net of cigsion and expenses 101,92( 818,48t
Net cash provided by financing activities 5,234,42! 7,126,48!
Net change in cast 1,462,42 2,509,99I
Cash, beginning of perioc 53,38 12,14*

Cash, end of perioc $ 1,51580 $ 2,522,13

See Accompanying Notes to Condensed Consolidatedéial Statements




RADIENT PHARMACEUTICALS CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(Unaudited)
For the Six Months Ended June 30, 2011 and 2010

NOTE 1 — MANAGEMENT’'S REPRESENTATION

The accompanying condensed consolidated finanitdraents of Radient Pharmaceuticals Corporatten“@ompany”, “Radient”, “We”,
“Us”, or “Our”), (formerly AMDL, Inc.), have beenrppared in accordance with accounting principlexegaly accepted in the United States,
or (“GAAP"). In the opinion of the Company’'management, the unaudited condensed consolifilaéedial statements have been prepare
the same basis as the audited condensed consdlfttsacial statements in the Annual Report on FafK for the year ended December
2010 and include all normal recurring adjustmemisessary for the fair presentation of the Compasigitement of financial position as of
June 30, 2011, and its results of operations #@tlihee and six months ended June 30, 2011 and 2@l8tatement of stockholders’ deficit
for the six months ended June 30, 2011, and dasis for the six months ended June 30, 2011 an@.2¥e condensed consolidated bale
sheet as of December 31, 2010 has been derivedtifimbecember 31, 2010 audited consolidated fimdstatements. The interim financial
information contained in this quarterly report & necessarily indicative of the results to be efga for any other interim period or for the
entire year.

It is suggested that these condensed consolidiamt®olcfal statements be read in conjunction withathdited condensed consolidated financial
statements and notes thereto for the year endeeniiir 31, 2010 included in the Company’s Annuald®Repn Form 10-K. The report of the
Company’s independent registered public accourfiingon the condensed consolidated financial stat@mincluded in Form 10-K contains
a qualification regarding the substantial doubtialtbe Company’s ability to continue as a goingason and a separate modification for an
emphasis of matter related to an event of default.

The Company evaluated subsequent events throudhirigedate of this Form 10-Q, and determined nbsequent events have occurred
which would require recognition in the condensedsodidated financial statements or disclosure énrtbtes thereto, other than as disclose
the accompanying notes to the unaudited conderesblidated financial statements.

NOTE 2 — ORGANIZATION AND SUMMARY OF SIGNIFICANT AC COUNTING POLICIES
Nature of Business

Since inception, Radient Pharmaceuticals Corparatidelaware Corporation, has been engaged icotmenercial development of and
obtaining various governmental regulatory approf@sur proprietary diagnostic tumor-marker teist ®nko-Sure®, which detects the
presence of multiple types of cancer.

On September 25, 2009, the Company changed its framé’AMDL, Inc.” to “Radient Pharmaceuticals Can@tion.” The Company
believes “Radient Pharmaceuticals” as a brand reaaeonsiderable market appeal and reflects ourcoeporate direction and branding
statements.

Until September 2009, the Company was focused eptbduction and distribution of pharmaceuticaldorcts through Jade Pharmaceuticals
Inc. ("JPI") our deconsolidated subsidiary locatedhe People’s Republic of China. In 2009, the @any refocused its business on the
development, manufacture and marketing of advargiedeering medical diagnostic products, includdrko-Sure®, a proprietary In-Vitro
Diagnostic (“IVD") Cancer Test.

Due to several factors including deteriorationténrelationship with local management of JPI, tlen@any relinquished control over JPI and
converted its interest in JPI to that of an invesitito be accounted for under the cost method¢tefleSeptember 29, 2009. Accordingly,
since September 29, 2009, the accounts and opesaifalP| have been deconsolidated from our comdiersnsolidated financial
statements. In connection with the deconsolidatiodPI, effective September 29, 2009, we reclessifP1 as a business investment, rather
than as a consolidated operating subsidiary. Basexh evaluation performed by a third party vadmafirm using Radient's management’s
assessment of the current and projected operaifai3l as of December 31, 2010, we determinedaiainvestment in JPI was impaired. In
consideration of the significant problems that nggamaent has had in obtaining the cooperation 0bdRi variety of matters, the Company
deemed that there was substantial uncertainty whéther any amounts from their investment in JBlild be realized. Accordingly, the
Company decided to impair its investment to zesmfaDecember 31, 2010. The Company will, howeparsue an action plan to recover a
portion or all of its investment.




During the third and fourth quarters of 2009, ther(any repositioned various business assets im twaronetize the value of such assets
through either new partnership, separate reversgars or for sale. These special assets includeur 97.4% ownership in China-based
pharmaceuticals business, JPI; and (ii) our 100%eoship of a proprietary cancer vaccine theraplrtelogy, Combined Immunogene
Therapy (“CIT").

In December 2010, we formed NuVax Therapeutics, (ffiduVax”), a wholly-owned subsidiary, to expanichecal trials in multiple
international locations and in the U.S., and thidansing of other novel cancer fighting technoksgiAll rights to our CIT technology will
transferred to NuVax, currently our 100% wholly-aunsubsidiary. All further development and comradization of CIT and other to-be
licensed novel cancer fighting technologies willrbade at NuVax.

We continue to have 100% ownership of the Ellewesath of advanced skin care products with propiyefmmulations; however, we
currently intend to license or sell off our Elleux&nd of cosmetic products because our focus th@development and marketing of our
Onko-Sure® test kit product and our CIT technology.

The Company is actively engaged in the researaleldpment, manufacturing, sale and marketing of@8kre®, a proprietary IVD Cancer
Test in the United States, Canada, China, Chilegfi®) India, Korea, Taiwan, Vietnam and other merkieroughout the world. The Comps
manufactures and distributes Onko-Sure® at the @oryip licensed manufacturing facility located a®24Nalnut Avenue, Suite 100, in
Tustin, California. The Company is a United Staesed and Drug Administration (“USFDA") Good Manufatng Practices (“GMP”)
approved manufacturing facility. The Company mairga current Device Manufacturing License issugthle State of California,
Department of Health Services, Food and Drug Branch

Going Concern

The condensed consolidated financial statements besn prepared assuming the Company will contiste going concern, which
contemplates, the realization of assets and setiigfeof liabilities in the normal course of busise The Company incurred losses from
operations of $41,364,234 and $26,473,904 forithenenths ended June 30, 2011 and 2010, respegtaetl had an accumulated deficit of
$179,514,640 at June 30, 2011. In addition, the izomy used cash from operating activities of $3 524 for the six months ended June 30,
2011. These factors raise substantial doubt aheuCompany’s ability to continue as a going concer

At August 12, 2011, the Company had cash on hatitkit.S. of approximately $940,000. The Companyires approximately $525,000
per month for operating expenses to fund the assteciated with our financing activities; SEC reipgr, legal and accounting expenses of
being a public company; other general and admatistr expenses; research and development, regulaiarpliance, and distribution
activities related to our Onko-Sure® test kit; tpeeration of a USFDA approved pharmaceutical marufang facility; and compensation of
executive management and our employees.

The monthly cash requirement of $525,000 for ofiegatxpenses does not include any extraordinanysiter expenditures, payments for
research on clinical trials for our Onko-Sure® tastand research conducted through CLIA Laboiasor

The Company raised net proceeds of approximatel ®dlion in a closing of convertible note and vaart purchase agreements in January
2011 (see Note 8). On May 2, 2011, the Compaitgdfdo make the third required installment paymamder such notes and an event of
default occurred. Therefore, starting May 2, 2@h#&,January 2011 Notes began accruing interestade af 24% per annum. As of May 6,
2011, all of the five investors submitted an EvenDefault Redemption Notice to the Company. Assult of the default, the Company
entered into an agreement to exchange the origitak for new convertible notes and convertiblégored shares (see Note 14).

Management’s plans include seeking financing, cosiga of certain existing notes payable to preféard common stock, alliances or other
partnership agreements with entities interestetlénCompany’s technologies, or other businessa@imns that would generate sufficient
resources to assure continuation of the Compamgsations and research and development programslu@ 23, 2011, we were delisted
from the NYSE Amex and subsequently our stock hedet] on the OTCQX exchange.




There are significant risks and uncertainties witichld negatively affect the Company’s operatidrigese are principally related to (i) the
absence of substantive distribution network for@oenpany’s Onko-Sure® test kits, (ii) the abserfceny commitments or firm orders from
the Company’s distributors, and (iii) failure to ed@perational covenants in existing financing agrents which would trigger additional
defaults or penalties. The Company'’s limited stdedate for the Onko-Sure® test kit make it impbkesto identify any trends in the
Company’s business prospects. Moreover, if eithei\Aector and/or the University of Alberta are swstal in their claims, the Company

may be liable for substantial damages, the Compamghts to the CIT technology will be adverselieafed, and the Company’s future
prospects for licensing the CIT technology willdignificantly impacted. As of December 31, 201 €ompany fully impaired the carrying
value of the CIT Technology. If we are unable bbadn additional financing and are unable to redtme our current indebtedness or convert
such into equity, cash generated at our currentatipg level is not sufficient to pay interest gnhcipal on these obligations as they become
due. Accordingly, there can be no assurance thawill be able to pay these or other obligationsclwlwe may incur in the future. Inthe
event we are unable to restructure or converteqiaty the balance of our outstanding indebtedrthssholders may obtain judgments against
us and seek to enforce such judgments againstssatsa in which event we will be required to ceagebusiness activities and the equity of
our stockholders will be effectively eliminated.

The Company’s only sources of additional funds &etrcontinuing operating expenses, fund additicesdarch and development and fund
additional working capital are through the sals@furities, and/or debt instruments. We are dgtsexking additional debt or equity
financing, but no assurances can be given that fhcing will be obtained or what the terms tluéngill be. The Company may need to
discontinue a portion or all of our operationshié tCompany is unsuccessful in generating positagh ¢low or financing the Company’s
operations through the issuance of securities.

Principles of Consolidation

The accompanying condensed consolidated finantitdraents include the accounts of Radient andhtdlyowned subsidiary, NuVax. All
intercompany accounts and transactions have beamated. NuVax had no operations for the six rhergnded June 30, 2011.

Use of Estimates

The preparation of financial statements in confeymiith GAAP requires management to make certaiimedes and assumptions that affect
the reported amounts of assets and liabilitiek@athte of the financial statements and the rep@am®ounts of revenues and expenses during
the reporting period. Significant estimates maglenanagement are, realizability of inventoriespkexability of long-lived assets, valuation
and useful lives of intangible assets, valuatiodearivative liabilities, valuation of investmentJdRl, and valuation of common stock, options,
warrants and deferred tax assets. Actual resultsl cbffer from those estimates.

Revenue Recognition

Revenues from the sales of the Company’s produetsegognized when persuasive evidence of an araagt exists, title and risk of loss
have passed to the buyer, the price is fixed atinedeterminable and collection is reasonably ess$u

The Company has entered into several distributggerements for various geographic locations wittdtparties. Under the terms of some of
the agreements, the Company sells product to #iglditor at a base price that is the greaterfofeal amount (as defined in each agreement)
or 50% of the distributor’s invoiced Net Sales pr{as defined) to its customers. The distributoedaiired to provide the Company quarterly
reconciliations of the distributor’s actual invoitprices at which time the price becomes fixed det@érminable by the Company. Until the
price is fixed and determinable, the Company defezgecognition of revenues under these arrangemas of June 30, 2011, the Company
had $0 of deferred revenue related to these armaaiges recorded in the accompanying condensed ddata balance sheet. During the six
months ended June 30, 2011, we recognized $24f/d€ferred revenues under this agreement.

Any provision for sales promotion discounts andnested returns are estimated and accounted féweipériod the related sales are recorded.
Buyers generally have limited rights of return, éimel Company provides for estimated returns atithe of sale based on historical
experience. Returns from customers historicallyehant been material. Actual returns and claimainfature period may differ from the
Company'’s estimates.




Accounting for Shipping and Handling Revenue, Fees and Costs

The Company classifies amounts billed for ship@ng handling as revenue in accordance with FASB 8@%:45-50-2Shipping and
Handling Fees and Cos. Shipping and handling fees and costs are inclidedst of sales.

Product Research and Development

Internal product research and development costexarensed as incurred. Non-refundable third padgarch and development costs are
expensed when the contracted work has been perforPduct research and development costs we@ @3 and $294,815 for the six
months ended June 30, 2011 and 2010, respectively.

Allowance for Doubtful Accounts

The Company evaluates the collectability of acceuateivable based on a combination of factorsates where the Company is aware of
circumstances that may impair a specific custonaility to meet its financial obligations subseque the original sale, the Company will
record an allowance against amounts due, and theeelice the net recognized receivable to the attberCompany reasonably believes
will be collected. For all other customers, the@any records allowances for doubtful accountsdasienarily 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 chargethagihe allowance for doubtful accounts when afiteffective commercial means of
collection have been exhausted.

Inventories

Inventories are valued at the lower of cost orreatizable value. Cost is determined on an avetagebasis which approximates actual cost
on a first-in, first-out basis and includes raw emnetls, labor and manufacturing overhead. At eadarite sheet date, the Company evaluates
its ending inventories for excess quantities amebtdscence. The Company considers historical dermaddorecast in relation to the
inventory on hand, market conditions and proddetdycles when determining obsolescence and nkzabke value. Provisions are made to
reduce excess or obsolete inventories to theimestid net realizable values. Once establishededidtvns are considered permanent
adjustments to the cost basis of the excess oletbsaventories.

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

Machinery and equipment, including lab equipmr 5to 15 year:
Office equipmen 3to 5 year:

Maintenance and repairs are charged to expense@sed. Renewals and improvements of a major eare 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 ensdd consolidated statement of operations.

I ntangible Assets

The Company owns intellectual property rights andssignment of a US patent application for its @dhnology. The technology was
purchased from Dr. Lung-Ji Chang, who developethite at the University of Alberta, Edmonton, Caaadhe purchase price was originally
being amortized over the expected useful life eftdchnology, which the Company determined to bge2s, based upon an estimate of t
years to perfect the patent plus 17 years of péifentThe CIT technology was fully impaired asdécember 31, 2010 due to the lack of
potential future revenue and future cash flows Hilgh cost of future clinical studies, and limitéxthe remaining on the patent.
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I mpairment of Long-Lived Assets

In accordance with FASB ASC 360-10Axcounting for the Impairment or Disposal of Longdd Assetsthe Company evaluates the
carrying value of its long-lived assets for impagémhwhenever events or changes in circumstancesatedhat such carrying values may not
be recoverable. The Company uses its best judgbasetd on the current facts and circumstancesmnglttiits business when determining
whether any significant impairment factors exigieTCompany considers the following factors or ctod$, among others, that could indic
the need for an impairment review:

« Significant under performance relative to expedtistrical or projected future operating results;
« Market projections for cancer research technology;

« Its ability to obtain patents, including continwatiof patents, on technology; and

« Significant negative industry or economic trends|uding legal factors.

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 Companyianagement performs an undiscounted cash flolysim#o determine if impairment exists.
impairment exists, the Company measures the imgaitinased on the difference between the asset\armgamount and its fair value, and
the impairment is charged to operations in thegaein which the long-lived asset impairment is deieed by management. Based on its
analysis, the Company fully impaired the carryirdue of its investment in JPI as of December 31020

Fair Value of Financial | nstruments

The carrying amounts of the Company’s cash, acso@aeivable, accounts payable and accrued expappesximate their estimated fair
values due to the short-term maturities of thosarfcial instruments. The Company believes the/itayiamount of its notes payable
approximates its fair value based on rates and ¢¢hes currently available to the Company for faméebt instruments.

Beneficial Conversion Feature

In certain instances, the Company enters into atiime notes that provide for an effective or attede of conversion that is below mat
value, and the embedded conversion feature doeguadify for derivative treatment (a “BCF”")n these instances, the Company accoun
the value of the BCF as a debt discount, whicthétamortized to expense over the life of the edlatebt using the straighiie metho
which approximates the effective interest method.

Derivative Financial | nstruments

The Company applies the provisions of FASB ASC &05erivatives and Hedgin(fASC 815-10"). Derivatives within the scope of ASC
815-10 must be recorded on the balance sheet ataflaie. During the six months ended June 30, 2BELCompany issued convertible debt
with warrants and recorded derivative liabilitietated to a reset provision associated with theegiidd conversion feature of the convertible
debt and a reset provision associated with thecesaeprice of the warrants. The fair value of thésgvative liabilities on the issuance date
was $18,822,734 computed using the Binomial Latijggon pricing model. Due to the reset provisiaithin the embedded conversion
feature and a reset provision associated withxbecese price of the warrants, the Company detezththat the Binomial Lattice Model was
most appropriate for valuing these instruments.

During the six months ended June 30, 2011, cectaivertible debt holders from the 2010 Closings thedPromissory Notes converted a
total of $22,042,084 which represented principa accrued interest. This along with the two instelht payments of the January 2011
financing resulted in a decrease of $6,943,47hérderivative liabilities related to the embeddedversion feature of the converted debt. In
addition, during the six months ended June 30, 2081883,888 warrants were exercised by warrarttens! This resulted in a decrease of
$18,427,299, representing the fair value of therards reclassified to additional paid-in capital.

In addition, under the provisions of FASB ASC 81B-@ontract’s in Entity Own Equityspecifically ASC 815-40-35-8, the warrants and
embedded conversion features not previously redoadederivative liabilities were reevaluated asrthber of authorized but unissued
shares was insufficient to satisfy the maximum nends shares that could be required to net shatle see contract. On May 24, 2011, it
was determined that the Company had insufficietii@ized shares and reclassified the conversianifes of the remaining convertible debt,
non-employee options, and warrants as derivatalgliiies. As these instruments carried standamthsé, the Company determined it was
appropriate to use the Black-Scholes valuation rimdealue these options, warrants and converstatufes. On May 24, 2011, the fair
value of the options and warrants was $1,476,7 85ta& conversion features was $47,856.
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The Company reneasures the fair values of all of its derivatiadilities as of each period end and records theggregate change due to
change in the fair value of the derivative liab#ét as a component of other expense, net in thegmnying condensed consolidated
statement of operations. The Company recordedjgregate gain of $19,832,731 and $2,758,589 dukdnge in the fair value of the
derivative liabilities as a component of other eng® net during the six months ended June 30, 20d 2010, respectively.

Fair Value Measurement of Derivative | nstruments

The Company determines the fair value of its déisreainstruments using a three-level hierarchyféir value measurements which these
liabilities must be grouped, based on significanels of observable or unobservable inputs. Obbéniaputs reflect market data obtained
from independent sources, while unobservable inmifltsct the Company’s market assumptions. Thisahohy requires the use of observable
market data when available. These two types oftspave created the following fair-value hierarchy:

Level 1 —Valuations based on unadjusted quoted market pircastive markets for identical securities. Cuthgthe Company does n
have any items classified as Level 1.

Level 2 — Valuations based on observable inputsefothan Level 1 prices), such as quoted pricesifollar assets at the measurement
date; quoted prices in markets that are not activether inputs that are observable, either diastindirectly. Currently the Company
does not have any items classified as Level 2.

Level 3 — Valuations based on inputs that are uandable and significant to the overall fair valueasurement, and involve
management judgment. We valued warrants and embextaerersion features that were issued withoutrolbbée market values and the
valuation required a high level of judgment to deii@e fair value (level 3 inputs).

Accounting for Debt Madifications and Extinguishments

If a debt modification is deemed to have been a@lishned with debt instruments that are substantidifferent, the modification is account
for as a debt extinguishment in accordance with BASC 470-50, whereby the new debt instrumentitgaily recorded at fair value, and
that amount is used to determine the debt extihguht gain or loss to be recognized and the efkectite of the new instrument. If the
present value of the cash flows under the termteeofiew debt instrument is at least ten percefaréifit from the present value of the
remaining cash flows under the terms of the origimstrument, the modification is deemed to haverbaccomplished with debt instruments
that are substantially different. If it is determihthat the present values of the original and delst instruments are not substantially differ
then a new effective interest rate is determinesttian the carrying amount of the original dehtrimeent and the revised cash flows.

Income Taxes

The Company accounts for income taxes under FASB A8)-10, Income Taxes (“ASC 740-10"). Under AS©-24, deferred tax assets

and liabilities are recognized for the future taxsequences attributable to differences betweefirthecial statement carrying amounts of
existing assets and liabilities and their respectax bases. Deferred tax assets and liabilitesrerasured using enacted tax rates expected to
apply to taxable income in the years in which thtieseporary differences are expected to be recowarsdttled. A valuation allowance is
provided for significant deferred tax assets whes inore likely than not that such assets will betrecovered.

Under ASC Topic 270, Interim Reporting (“ASC 270the Company is required to adjust it effective tabe each quarter to be consistent
with the estimated annual effective tax rate. Tlenpany is also required to record the tax impacedain discrete items, unusual or
infrequently occurring, including changes in judgrnhabout valuation allowances and effects of chaiigéax laws or rates, in the interim
period in which they occur. In addition, jurisdsts with a projected loss for the year or a yeagdte loss where no tax benefit can be
recognized are excluded from the estimated anrifegtive tax rate. The impact of such an exclusionld result in higher or lower effective
tax rate during a particular quarter, based upemibhx and timing of actual earnings versus annugeptions.
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When tax returns are filed, it is highly certaimttlBome positions taken would be sustained upomig&ion by the taxing authorities, while
others are subject to uncertainty about the mefitee position taken or the amount of the positioat would be ultimately sustained. The
benefit of a tax position is recognized in the ficial 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
processes, if any. Tax positions taken are noebffs aggregated with other positions. Tax pos#itdrat meet the more-likely-than-not
recognition threshold are measured at the largestat of tax benefit that is more than 50 percikely of being realized upon settlement
with the applicable taxing authority. The portidrtlte benefits associated with tax positions taket exceeds the amount measured as
described above is reflected as a liability forasmgnized tax benefits in the accompanying condkosesolidated balance sheet along with
any associated interest and penalties that woufzhpable to the taxing authorities upon examination

The company estimated its effective tax rate ferdix months ended June 30, 2011 at 40% basecea@stimated annual loss and the related
computed estimated annual tax provision. The rélmeome tax benefit from the loss is offset byibhfaluation allowance. There were no
changes to the amount of unrecognized tax berasfitiisclosed in the annual Form 10-K as of andhi®iyear ended December 31, 2010. As
of June 30, 2011, the company is not currently uidlernal revenue service or state tax examination

Share-Based Compensation

The Company accounts for equity instruments issa@bnsultants and vendors in exchange for goodsarvices in accordance with the
provisions of FASB ASC 505-50-3&quity-Based Payments to Non-Employ€&sSC 505-50-30"). Under ASC 505-30-30, theeasureme
date for the fair value of the equity instrumestsuied is determined at the earlier of (i) the datghich a commitment for performance by the
consultant or vendor is reached or (ii) the datetdth the consultant or vendor’s performance implete. In the case of equity instruments
issued to consultants, the fair value of the egugyrument is recognized over the term of the aliimg agreement.

The Company has employee compensation plans urdeh warious types of shatmsed instruments are granted. The Company accfuu

its share-based payments in accordance with FASB AB-10,Stock CompensatiqfiASC 718-10"). ASC 718-10 requires all share-based
payments to employees, including grants of empl@yeek options, to be measured based upon theit dede fair value, and be recognized
in the statements of operations as compensatioensgp(based on their estimated fair values) gdpenatr the vesting period of the awards.

Basic and Diluted Loss Per Share
Basic net loss per common share from operatioosrigouted based on the weighted-average numbeacésbutstanding for the period.
Diluted net loss per share from operations is caagby dividing net loss by the weighted-averagaeh outstanding assuming all dilutive

potential common shares were issued. In periodtssses from operations, basic and diluted losspare are the same as the effect of shares
issuable upon the conversion of debt and issugisle the exercise of stock options and warrantatisdilutive.
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The following table sets forth the computation asiz and diluted net loss per share, including¢lenciliation of the numerator and
denominator used in the calculation of basic ahdell net loss per share:

Three months ended Six months ended
June 30 June 30

2011 2010 2011 2010
Basic and diluted net loss per share
Numerator: Net los $ (29,936,67) $ (23,876,66) $ (41,364,23) $ (26,473,90)
Denominator: Weighted-average common shares oulisig, basic and
diluted 117,450,88 29,245,41 104,113,84 26,729,01
Basic and diluted net loss per share $ (0.25) $ (0.82) $ (0.40) $ (0.99)

As of June 30, 2011 and 2010, the potentially ditueffect of 78,462,286 and 60,902,116, represgrddommon share equivalents consisting
of options, warrants, and convertible debt whicls wamputed using the treasury stock method. Tpetemtial common shares have been
excluded from the diluted net loss per share catmrs above as their effect would be anti-dilutive

The above common share equivalents would haveibekmed in the calculation of diluted earnings pleare had the Company reported net
income for the three and six-months then ended.

Advertising Costs

Advertising costs are expensed as incurred. Atbhegtcosts were $21,383 and $632 for the six noatided June 30, 2011 and 2010,
respectively.

Risks and Uncertainties

The Company’s proprietary test kit is deemed a madlevice or biologic, and as such is governethbyUnited States Federal Food and
Drug Administration (“USFDA”") and by the regulati®of state agencies and various foreign governagencies.

On July 3, 2008, the Company received a letteretémnination from the USFDA that the Onko-Sure® kitswas “substantially equivalent”
to the existing predicate device being marketee [€tter grants the Company the right to marketQhko-Sure® test kit as a device to
monitor patients who have been previously diagneg#ucolorectal cancer. The Company has receiegdlatory approval from various
foreign governments to sell its products and ih@process of obtaining regulatory approval ireoforeign markets. There can be no
assurance that the Company will maintain the régofaapprovals required to market its Onko-Sure® kit or that they will not be
withdrawn.

Although the Company has obtained approval fromltB&DA to market the then current formulation af tBnko-Sure® test kit, it has been
determined that one of the key components of theo€Bure® test kit, the anti-fibrinogen-HRP is lted in supply and additional quantities
cannot be purchased. We currently have two lateneing which are estimated to produce approxinga@&|000 test kits. Based on our
current and anticipated orders, this supply is adegto fill all orders in hand. Although we angéstigating alternatives or outsourcing of
this component so that we are in a position to fmvanlimited supply of Onko-Sure® in the futures annot assure that this anti-fibrinogen-
HRP replacement will be completed.

The Company is subject to the risk of failure inimt&ning its existing regulatory approvals, in @bing other regulatory approval, as well as
the delays until receipt of such approval, if obémi. Therefore, the Company is subject to substantisiness risks and uncertainties inherent
in such an entity, including the potential of besia failure.

Concentrations of Credit Risk

Cash

The Company maintains cash balances at finandttutions that are insured by the Federal Degositrance Corporation (“FDIC”) up to
$250,000. In addition to the basic insurance cayer effective December 31, 2010, the FDIC is mliog temporary unlimited coverage for
noninterest bearing transaction accounts througte®eer 31, 2012. At June 30, 2011, the Companypptbximately $1,266,000 in these

accounts in excess of the FDIC insurance limit. Thenpany has not experienced any losses in suduatscand believes it is not exposed to
any significant credit risk related to these defsosi
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Customers

During the six months ended June 30, 2011 and 20&®ad four and three customers which represepprbximately 83% and 89% of our
total net revenues, respectively. Of these, ostocuer was based in the U.S. and represented apmatety 18% and 30% of our net reven
and three and two customers were based outsidé.§ieand represented approximately 65% and 60%iohet revenues, respectively.

Below is a table showing our major customers andgrgage of net revenues for the six months endee 30, 2011 and 2010:

% of Net Revenue

Customel Location 2011 2010
A U.S. 0% 30%
B U.S. 18% 0%
Total U.S. 18% 30%
C Taiwan 26% 31%
D Vietnam 12% 29%
E Korea 27% 0%
Total Foreigr 65% 60%

Supplemental Cash Flow I nformation

Six Months Ended

June 30,
2011 2010

Supplemental disclosure of cash flow informati

Cash paid during the period for interest $ 127,600 $ >
Cash paid during the period for taxes $ 22,59t $ -
Supplemental disclosure of r-cash activities

Voluntary conversion of convertible debt and acdrimterest $ 2827746 $ 2,396,54
Fair value of stock issued in connection to legdtlement $ 140,400 $ -
Fair value of stock recorded as prepaid consulting $ - $ 1,850,000
Reclassification to derivative liabilities due tsufficient authorized shares $ 152463 $ -
Reclassification of derivative liabilities to equilue to conversion or exercise of warrants $ 25,370,77 $ 343,84
Amount paid directly from proceeds in connectiottm@010 Convertible Debt unrelated to the financin $ - $ 35,00(
Conversion of warrants to common stock (cashless) $ 24,13t $ s
Debt discounts related to derivative liabilities $ 7,886,19- $ 6,091,09
Debt issuance costs and OID related to January R@1ds $ 1,617,500 $ S
Debt issuance costs included in accounts payable $ - $ 866,50:
Additional derivative liability for penalty on S&eorge debt $ - 9 19,43(
Conversion of accounts payable to shares of constamk $ - $ 45,00(
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Recent Accounting Pronouncements

New pronouncements issued but not effective urfitdraJune 30, 2011, are not expected to have dafisigm effect on the Compa’s
condensed consolidated financial position or resefitoperations.

NOTE 3 — INVENTORIES

Inventories consist of the following:

June 30, December 31
2011 2010
(Unaudited) (Audited)
Raw materials $ 63,59¢ $ 70,40:
Work-in-process 43,12¢ 6,56z
Finished goods 1,85¢ 5,94(
$ 108,57¢ $ 82,90«
NOTE 4 — PROPERTY AND EQUIPMENT
Property and equipment consists of the following:
June 30, December 31
2011 2010
(Unaudited) (Audited)
Office equipmen $ 151,86° $ 140,13:
Lab equipment 98,19: 79,46
250,05¢ 219,59¢
Less accumulated depreciation (163,370 (143,637
$ 86,68¢ $ 75,96

Depreciation expense was $19,733 and $17,000 éosiimonths ended June 30, 2011 and 2010, regplycti
NOTE 5 — INTANGIBLE ASSETS
Intangible assets consist of the following at Delben81, 2010:

For the year

ended
December 31,
2010
(Audited)

Intellectual Propert $ 2,000,001
Additions -
Impairment (1,058,33)
Accumulated Amortization (941,667
Net balance at end of perii $ >

In August 2001, the Company acquired intellectwapprty rights and an assignment of a US pateritcgtion for combination immunogene
therapy (“CIT”) technology for $2,000,000. The teology was purchased from Dr. Lung-Ji Chang, wheetigoed it while at the University
of Alberta, Edmonton, Canada. During 2003, two laitgswere filed challenging the Company’s ownerdifithis intellectual property.
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As part of the acquisition of the CIT technologye Company agreed to pay Dr. Chang a 5% royaltyabisales of combination gene therapy
products. The Company has not paid any royalti€&rt@€Chang to date as there have not been any sltesnbination gene therapy products.

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

During the six months ended June 30, 2011 and 20h0rtization expense totaled $0 and $50,000 réisplc

NOTE 6 — PREPAID EXPENSES AND OTHER CURRENT ASSETS

Prepaid expenses and other current assets cohtist following:

June 30, December 31
2011 2010
(Unaudited) (Audited)
Prepaid insuranc $ 13,40¢ $ 54,13t
Legal retainer: 55,00( 44,43(
Accounting and other consulting expenses 51,87: 36,35
Total prepaid expenses $ 120,28( $ 134,91!

NOTE 7 — DERIVATIVE INSTRUMENTS

The Company estimates the fair value of commorkgpocchase warrants that contains down-round ptioteéeatures and embedded
conversion features of its convertible debt thattaims down-round protection features using theoBiial Lattice model. On May 24, 2011, it
was determined that the Company had insufficietii@ized shares and reclassified the conversianifes of the remaining convertible debt,
non-employee options, and warrants as derivataldliiies. As these instruments carried fixed @mion features and exercise prices, the
Company determined it was appropriate to use thekB6choles valuation model to value these optimastants and conversion features.

In applying the Binomial Lattice model, the Comparsged the following assumptions to value its dénrediabilities during the six months
ended June 30, 2011:

For the six montt
ended June 30,

2011
Annual dividend yielc —
Expected life (years 0.02-5.86
Risk-free interest rat 0.01%— 2.5%
104.4% —
Expected volatility 254.6%

In applying the Black-Scholes valuation model, @@mmpany used the following assumptions during tken®nths ended June 30, 2011

For the six montt
ended June 30,

2011
Annual dividend yielc —
Expected life (years 0.19-4.62
Risk-free interest rat 0.03%— 1.81%
115% —
Expected volatility 189.8%

17




For the warrants that include optional cashlessoise provisions, the Company applied a 90%/10%064.00% probability that the holder
will exercise under either the cashless exercighecash exercise scenario, for the warrantseckat 2010 and 2011 closings, respectively.
The cashless exercise provision expires once tterlying the warrants’ shares are registered.

If the inputs used to measure fair value fall ifiedent levels of the fair value hierarchy, a ficg 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 non-@yg¢ options, warrants, and embedded conversidurésaof its convertible debt
measured at fair value on a recurring basis aarsé 30, 2011:

June 30, December 31
2011 2010
(Unaudited) (Audited)
Derivative liabilities:
Embedded conversion featul $ 1,806,25. $ 7,912,38!
Warrants and non-employee options 4,268,73. 21,153,47
Total derivative liability $ 6,074,98" $  29,065,86

For the three months ended For the six months ended

June 30, June 30, June 30, June 30,
2011 2010 2011 2010
Decrease in fair value included in other incomepémse), net $ (10,528,57) $ (2,801,58) $ (19,832,73) $ (2,758,58)

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

For the six months endec
June 30,
2011 2010
(Unaudited) (Unaudited)

Embedded Conversion Features

Balance at beginning of ye $ 791238 $ 44,35¢
Derivative liabilities adde 9,591,84 4,678,56!
Reclassification to equity in connection with corsien of underlying debt to equi (6,943,47.) (259,979
(Gain)/Loss on change in fair value included inloss (8,754,50, (1,795,92)
Ending balance $ 180625 $ 2,667,0L
Warrants and non-employee options:

Balance at beginning of ye $ 21,15347 $  310,40(
Derivative liabilities adde: 12,620,78 14,155,78
Reclassification to equity in connection with exsecof underlying stock warrar (18,427,29) (83,879
(Gain)/Loss on change in fair value included inloss (11,078,22) (962,664
Ending balance $ 4,268,73 $ 13,419,64
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NOTE 8 — DEBT

Debt consists of the following:

December
June 30, 31,
2011 2010
(Unaudited) (Audited)
Debt:
Convertible Notes issued September 2008, net ahoniized discount of $0 at June 30, 2011 and
December 31, 2010, respectiv: $ 46,44: $ 363,94

First Closing of 2010 Convertible Note, issued M2, 2010, including additional $1,410,422 priratip
and interest for trigger events, forbearance pgnaitd debt extinguishment; net of unamortizedalist
of $0 at December 31, 20. - 472,93

Second Closing of 2010 Convertible Note, issuedlAprR2010, including additional $4,181,576 priraiip
and interest for trigger events, forbearance pgnafid debt extinguishment; net of unamortizedalist
of $1,466,389 at December 31, 2( - 8,172,411

Third Closing of 2010 Convertible Note, issued AfB8, 2010, including additional $3,388,304 priradip
and interest for trigger events, forbearance pgnaitd debt extinguishment; net of unamortizedalist

of $0 and $749,428 at June 30, 2011 and Decemb@030, respectivel 639,97: 6,534,54.
Fourth Closing of 2010 Convertible Note, issuediA®®, 2010, including additional $480,108 prindipad

interest for trigger events, net of unamortizecdist of $199,828 at December 31, 2! - 965,44
Senior Notes, net of unamortized discount of $luaie 30, 2011 and December 31, 2010, respec 25,00( 4,441,56.

Bridge note, including additional $104,138 prindipad interest for penalties, net of unamortizestdint
of $0 at December 31, 20 - 140,36(

January 2011 Notes, issued January 31, 2011, ingw@lditional $2,303,213 prinicpal for registratio
penalties and lates fees, and $13,248,548 for Wefanalties, net of unamortized discount of $0wate

30, 2011 22,301,76 -
Promissory Notes, issued May 24, 2011, net of umbnead discount of $0 at June 30, 2( 7,821,70! -
Total debt, net of unamortized discount, all cutren $ 30,834,87 $ 21,091,21

The significant terms of the Company’s debt isspiedr to December 31, 2010 are described in thestt the Company’s Annual Report on
Form 10-K for the year ended December 31, 2010.
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On January 3, 2011, the shares underlying the ExgghAgreement (see below) with the Senior Notedrsldnd the Bridge Loan were
approved by the NYSE Amex and these notes becamerible into the Company’s common stock.

During the six months ended June 30, 2011, corlentiote holders converted an aggregate of $2%82%f principal, representing 75% of
the total outstanding balance, and $2,213,496 aluad interest, into a total of 83,911,993 shafédke@Company’s common stock. The
following table summarizes the conversion of theeadthe Company did not receive any conversiotise®for the January 2011 Notes):

Interest
Gross Accrued Gross
Principal to Principal Interest Principal Interest  Principal Number of
Balance @ Principal conversior Conversion Conversior Balance  Balance % Shares
Debt 12/31/10  Additions or YTD Amount Amount Due Due Converted Issued
2008
Convertible
10% Debt $ 363,94. $ - $ 6542: $ (317500 $ (53,555 $ 46,44: $ 11,86 87.2% 476,69.
2010 Financings
1st Close 472,93 - 41,72: (472,93) (41,729 - - 100.096 1,029,24:
2nd Close 9,638,80 32,93« 727,62t (9,671,74) (697,84 - 29,78¢ 100.0% 30,381,44
3rd Close 7,283,97. 61,36: 685,91( (6,705,36.) (257,20) 639,97 428,70: 91.2% 14,505,36
4th Close 1,165,27: - 85,72 (1,165,27)) (80,047) - 5,67¢ 100.0% 2,642,80!
18,560,99 94,297 1,540,97° (18,015,31) (1,076,81) 639,97: 464,16t 97.0¢% 48,558,86
Senior Note
Series 1 2,196,87! 552,32¢ (2,196,87) (652,329 - - 100.0% 5,931,52
Senior Note
Series 2 2,244,68! 512,65. (2,219,68) (505,326 25,00( 7,321 98.8¢%  7,852,64!
4,441,56. - 1,064,98 (4,416,56) (1,057,65) 25,00( 7,321 99.4%% 13,784,17
Bridge Note 140,36( 25,47 (140,36() (25,47¢) - - 100.0(% 592,26:
Promissory
Notes - 10,771,65 86,70" (2,949,95() - 7,821,70! 86,701 27.3% 20,500,00
Total
Convertible
Debt $23,506,85 $10,865,95 $2,783,56. $(25,839,69) $(2,213,49) $8,533,111 $ 570,06 75.1% 83,911,99




Activity in connection with the Company’s convefélzebt for the six months ended June 30, 2014s fsllows:

10% Notes Senior Notes
Issued Sept 2010 Notes  (Series 1 and January 201 Promissory
'08 (all closings) Series 2 Bridge Loan Notes Notes Total

Carrying Value

Before Discount at

December 31, 2011 $ 363,94. $ 18,560,99 $ 4,44156. $ 140,36( $ - 8 - $ 23,506,85
Face value of debt

issued in 201 - - - - 8,437,501 10,771,65 19,209,15
Penalties added

to principal 94,297 15,551,76 15,646,05
Payments on del - - - - (1,687,501 (1,687,501
Portion of note

converted to equity (317,500  (18,015,31) (4,416,56) (140,36() - (2,949,95)  (25,839,69)
Carrying Value

Before Discount at

June 30, 2011 46,44 639,97 25,00( - 22,301,76 7,821,70! 30,834,87
Discount, net of

accumulated

amortization at

December 31, 2011 - (2,415,65I) - - - - (2,415,651
Discount attributable

to 2011 note: - - - - (8,437,50i) - (8,437,50i)
Amortization expenst - 2,415,65! - - 8,437,50! - 10,853,15

Discount, net of
accumulated
amortization at
June 30, 2011 - - - - - - -

Net Carrying Value

at June 30, 2011  $ 46,44: $ 639,97. $ 25,000 $ $ 22,301,76 $ 7,821,700 $ 30,834,87

September 2008 Convertible Notes

In September 2008, the Company issued $2,510,00@w¥ertible Debt securities (the “2008 Convertibkebt”). The 2008 Convertible De
originally bore an interest rate of 10%, and was uSeptember 2010 or upon a change in contriie@Company or certain other events of
default, as defined. However, if the 2008 ContdetDebt had not been converted to common stottkeatnaturity date, the holder would be
entitled to receive bonus interest equal to 50%hefface value of the note, in addition to the ayupate of interest. The 2008 Convertible
Debt is unsecured.

During the years ended December 31, 2010 and 2008 Convertible Debt holders converted their nates accrued interest balances to
shares of the Company’s common stock, represeattotal of 90% of the total 2008 Convertible Debt.

Pursuant to a Letter Agreement dated Septemb&@4, the Company sought the remaining 2008 CoimeDebt holders’ agreement to
waive the current default and allow the Companyl Wdvember 15, 2010 to issue them the shares lyidgrthe 2008 Convertible Debt. In
consideration for waiving the default and extendimg maturity date to November 15, 2010, we inaddke principal balance of the 2008
Convertible Debt outstanding as of September 1202 $56,635 or 25% of the outstanding balanc8eptember 14, 2010 (the “25%
Increase”) and increased the interest rate to 1#igh rate applies to the interest due from Sepeeriib, 2010 until the Debt is converted
pursuant to the 2008 Letter Agreement. The 2008/€xible Debt holders were entitled to the Bonusiest, which we calculated as a one-
time fee of $113,269 or 50% of the outstandinggpial balance on September 14, 2010 the principiarze of the Debt outstanding on
September 14, 2010. The amount of the 25% Incraagddonus Interest was combined and directly adyth the principal amount of the
Debts outstanding on September 14, 2010. The oulisig. balance of the 2008 Convertible Debt immediyabefore the 2008 Letter
Agreement was $226,538. Finally, we agreed tosadie Conversion Price of the 2008 ConvertibletDelequal 80% of the VWAP for the
5 trading days immediately preceding the date weive NYSE Amex approval of the additional shatebd issued pursuant to the adjusted
price (the “Adjusted Shares”); provided howeveattim no event shall the Conversion Price be leas $0.28 per share.
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Since we did not issue the shares on November(lf), because the SEC comment period preventedmshfolding a shareholder meeting
obtain the related approval for such issuance oreNiber 15, 2010, the outstanding 2008 Convertildbt@re susceptible to default. As
of the filing date, we have not received any ddfaatices.

As of December 31, 2010, the principal amount &3342 was outstanding on the 2008 Convertible Deitth a combined accrued interest
of $60,714, all of which is convertible into shacdur common stock pursuant to the Letter Agregmdescribed above.

During the six months ended June 30, 2011, nowehsiconverted $317,500 of principal and $53,558tefest, representing 87% of the
outstanding balance of the note balance as of DieeeB1, 2010. The Company issued 476,692 shailies@mmon stock upon the
conversion of the notes. The balance as of Jun2@®a was $46,442 in principal and $11,867 of aedrinterest.

2010 Note and Warrant Purchase Agreements

During year ended December 31, 2010, the Compamplated four closings of convertible note and watrpaurchase agreements (“Purchase
Agreements”), aggregating to approximately $11ionll The convertible notes issued in the four 2Q1dsings, (collectively “2010 Notes”)
matured one year from the date of their respecssgance and carried an original 20% issuance aligc®he Purchase Agreement for the
First closing included a five-year warrant to pusé 1,100,000 shares of the Compamgmmon stock at an exercise price equal to tjiech

of: (i) 105% of the VWAP for the five trading dayemediately preceding the date the Company issued\arrants; or (ii) the Floor Price
defined in the First Closing Note). The Purchageegments for the Second, Third, and Fourth clasinguded a five-year warrant to
purchase up to 12,048,668 shares of the Compangisnon stock at initial exercise prices ranging fi®®28 to $0.89 per share. The 2010
Note holders may convert the 2010 Notes, in wholi@a part, into shares of the Comp’s common stock. The Conversion Price is equal to
the greater of the Floor Price (as defined in tloéels) or 80% of the VWAP for the five (5) Tradin@¥® ending on the business day
immediately preceding the applicable date of cosioer

The embedded conversion feature of the 2010 Notgsedated warrants were recorded as derivatiitias in accordance with relevant
accounting guidance due to the down-round proteafdhe conversion price of the 2010 Notes ancettexcise price of the Warrants. The
Company originally recorded a debt discount of $&8,530, representing the value of the embeddedecsion feature and warrants. The
debt discount is being amortized on a straight-tirethod over the terms of the debt, which approtesthe effective-interest

method. During the six months ended June 30, 20&1Company recorded $2,415,650 of amortizatiaih@fdebt discount, which included
$242,090 in accelerated amortization due to theexsions. The balance of the debt discount at 30n2011 was $0.

The Company also incurred debt issuance costsngtd821,300 in association with the 2010 NotekosSE costs are included in other assets
in the condensed consolidated balance sheets @3r2011 and December 31, 2010, and are beingiaatbover the life of the debt using
the effective interest method. During the six nisrénded June 30, 2011, the Company recorded $676f&mortization of the debt
issuance costs. The balance of the debt issuaste & June 30, 2011 was $0.

Interest on the unpaid principal balance of the®2Rbtes originally accrued at the rate of 12% pemen, which would increase to 18% upon
the occurrence of a trigger event, as that terdefsed in the 2010 Notes. Pursuant to the ternteeofirst, Second, and Third Closings, a
trigger event occurred when the Registration Staterthe Company filed on May 3, 2010 was not dedaffective by June 1, 2010 and
therefore the interest on the notes issued in ttiose closings increased to 18% per annum. Thestef the Fourth closing required the
Company to have the registration statement declffedtive by August 31, 2010 and therefore a Teiggvent occurred when the
Registration Statement the Company filed on Ma®03,0 was not declared effective by August 31, 20&0 respect to the notes issued in
Fourth Closing.

As a result of the Trigger Events, the principabamt of the 2010 Notes was increased from $11,85/18 $14,081,712. In addition,
pursuant to the terms of the Registration RighteeAment, the Company recorded an additional $40(80nterest expense which repres
the maximum amount of $10,000 payable to each atibleenote holder in the four closings due toded to obtain effectiveness of
registration statement.
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Additionally, we were required under the termshaf 2010 Notes to obtain stockholder approval, doedore July 15, 2010 for the First
Closing and on or before August 31, 2010, for theddd, Third, and Fourth Closings. Due to the S&@Gew of our proxy statement and
periodic reports that we are required to submduoshareholders with the Proxy Statement, we weable to file and mail our definitive
proxy statement so as to give our shareholdersepnogtice of an August 31, 2010 meeting and theeefiere not able to have a meeting or
obtain shareholder approval on such date. Thisriaitonstituted an Event of Default under the 28t€es, pursuant to which the note holc
were entitled to declare the entire principal antdriest due on the notes then immediately payableght of the default, to maintain good
relationships with the investors of the 2010 Noves requested the 2010 Notes’ investors to waieeltily 15, 2010 and August 31, 2010
shareholder meeting date requirement and instéad ak to hold the meeting on or before November2ta.0, as well as waive any defaults
related thereto, in exchange for which we incredbedalance of the notes by 25% (the “Extensio’3.a result of the 25% increase from
the Extension, the principal amount of such notas imcreased to $18,872,264.

On October 14, 2010, the Company entered intolzefmance agreement (“Forbearance Agreement”) withirtvestors (ISP Holdings, LLC
and St. George Investments, LLC) of the 2010 Nditbsse investors negotiated the terms of the Fosbea Agreement in lieu of entering
into the Extension the other 2010 Notes investignsesl. Pursuant to the Forbearance Agreementwibvéntvestors refrained and temporarily
forbore from exercising and enforcing their remedigainst the Company due to the Event of Defaultia return the Company agreed as a
compensation for damages to the two investorsa@ase the outstanding balance of the 2010 Not&Ptd1oldings, LLC by 68% and
increase the outstanding balance of the 2010 NotBs. George Investments, LLC by 25%. In addititve, Company agreed to obtain the
required Shareholder Approval to issue the shamdenlying the 2010 Notes and warrants on or bafmeember 15, 2010. In relation to this
agreement, the Company recorded $381,920 in additirincipal, and offsetting interest expense tfier liquidation damages of the warrants
and $300,773 as a loss on extinguishment of debtsareflected in other expenses, net, in the apemying condensed consolidated
statements of operations. Since we did not hadrbeting by November 15, 2010 (due to the SEC camheriod), these two note holders
submitted notice to us that the balance of thetie sball increase by another 25% under the terrttsedfForbearance Agreement. As of
December 31, 2010, we increased the outstandirgglradince of these two note holders by $868,52th&R5% that was contractually due,
but were under negotiations. Since we had notedt@to any settlement, on May 26, 2011, thesertate holders submitted default notices
to us demanding payment of the note in full, inghgdorincipal, interest, penalties and legal feegrued up to June 1, 2011 for an aggregate
total of $1,306,619. On June 6, 2011, an agreemastreached with these note holders and an aggregal of additional penalties in the
amount of $94,297 were added to the principal eirthotes.

In April 2011, the Company entered into a Debt Erale Agreement whereby the outstanding balanceebbthe Convertible Notes,
including premiums, was exchanged for shares o€Citrapany’s common stock. As part of this exchartye, note holder of the 2010 Note
converted $479,806 of principal and $92,967 of aedrinterest, premiums of $121,494 and legal f€&&®00 into 1,849,819 shares of the
Company’s common stock. The premium was recordezkinguishment of debt.

During the six months ended June 30, 2011, asleétai the table above, a total of $18,015,319rfqgipal and $1,076,813 of accrued
interest of this debt, representing 97% of thel 2840 Notes outstanding was converted into 48&&@Bshares of the Company’s common
stock.

Convertible Senior Notes
Series 1

In December 2008, in the first closing of the 12&6i8r Note offering, the Company issued units cstirgy of $1,077,500 principal amount
12% Senior Promissory Notes (“Series 1 Senior Npted five-year warrants to purchase a total &,860 shares of the Company’s
common stock at $1.00 per share. On January 3®, 20e Company conducted the second and finaihgjaxf the Series 1 Senior Note
offering whereby the Company sold an additional(680 principal amount of Senior Notes and a figarwarrant to purchase a total of
544,000 shares of common stock at $1.13 per shaoerdingly, a total of $1,757,500 in Senior Nogesl Warrants to purchase 1,406,000
shares of common stock in the Senior Note Offevilege sold in 2008 and 2009. The Senior Notesmailyi bore an interest rate of 12% per
annum, payable semi-annually on Jur#ahd December 2of each year after issuance. The Senior Notesrathtun the earlier of the
second anniversary of the closing date or uporctinepletion of the closing of a credit facility @ans by the Company or its subsidiaries

a financial institution or bank of not less thanriflion in a transaction or series of transactioffie Senior Notes are unsecured, and are
senior to the other Convertible Debt. The Compaag not permitted to issue additional notes orevig of indebtedness that are senior in
priority to the Senior Notes, however, the Compaag permitted to issue notes up to an aggregateipal amount of $2,500,000 which
were of equal priority with the Senior Notes. kep&mber 2010, as a result of the September 20l€hdment to the Debt Exchange
agreement (discussed below), the Company increaseatincipal of these notes by $439,372. Thd fwiacipal of the Series 1 Senior Notes
at December 31, 2010 was $2,196,875 and $526,3a8cofied interest.
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On January 3, 2011, the shares underlying the ExgghAgreement with the Senior Note holders wereama by the NYSE Amex and the
notes became convertible into the Company’s comstock.

During the six months ended June 30, 2011, notehslconverted $2,196,875 of principal and $552(#48terest, representing 100% of the
outstanding balance of these notes. The Compangds5,931,529 shares of its common stock upoadheersion of the notes.

Series 2

On May 4, 2009, the Company conducted a first npsif a private offering under Regulation D for #ade to accredited investors of units
consisting of $1,327,250 principal amount of SefeSenior Notes and five-year warrants to purchaseal of 2,123,600 shares of the
Company’s common stock at $0.98 per share (the faiaShares”). On June 12, 2009, the Company cdéeddice second closing of a
private offering under Regulation D for the sal@teredited investors of units consisting of $468,principal amount of Series 2 Senior
Notes “Series 2 Senior Notes”) and five-year warrantpucchase a total of 749,600 shares of the Compawyisnon stock at $1.11 per
share (the “Warrant Shares”). Under the terms efofiering, the exercise price of the Warrant Shavas 115% of the five (5) day volume
weighted average closing price of the Company’sroomstock on NYSE Amex for the five (5) trading daprior to the date of the

closing. In September 2010, as a result of thEe®aber 2010 Amendment to the Debt Exchange agmgoiscussed below), the Company
increased the principal of this note by $448,94le total principal of these notes at Decembe2810 was $2,244,688 and accrued interest
was $457,769.

In April 2011, the Company entered into a serieBelht Exchange Agreements whereby the outstandifambes of several of the Convert|
Notes, including premiums, were exchanged for shaféhe Compar's common stock. Holders of the Series 2 Senidebleonverted
$600,000 of principal and $115,368 of accrued egempremiums of $87,781 and legal fees of $10i0@02,708,593 shares of the
Company’s common stock. The premiums were recoagdegh extinguishment of debt.

During the six months ended June 30, 2011, notéehslconverted $2,219,688 of principal and $505¢#46terest, representing 99% of the
outstanding balance of these notes. The Compangds7,852,649 shares of its common stock upoodheersion of the Series 2 Senior
Notes. The balance of the Series 2 Senior Note$ &sne 30, 2011 was $25,000 in principal and &7 & accrued interes

Exchange Agreeme

The Company did not make the required interest gaysnon the Series 1 Senior Notes or the Serien@SNotes (collectively “the Senior
Note¢") due on December 1, 2009 or March 1, 2010. Then@any did not have sufficient cash to satisfy tHéstes and carry on current
operations. Consequently, under the terms of thie$S# and 2 Senior Notes, the interest rate ise@&om 12% to 18% per annum. The
failure to pay interest as scheduled representdelvant of Default under the terms of the Seriedd 28enior Notes and all senior debt was
classified as current. However, none of the holdedared default, or declared the outstandingdévivtes and other contractual obligations
immediately due.

In order to resolve the defaults and to preserawsh cash as possible for operations, managemetagether an exchange agreement (the
“Debt Exchange”) to enter into with its the debtders, subject to shareholder approval (“Sharelddggroval”) of such share issuances,
pursuant to which the debt holders would exchahgi butstanding Senior Notes or other debt obbgatfor shares of the Company’s
common stock. Some of the key provisions of thetlBetthange agreement were as follows:

First, all of the issuances pursuant to the propdsebt Exchanges were subject to Shareholder Agibrdw that end, the
Company filed its initial Preliminary Proxy Statemd@n Schedule 14A on February 1, 2010; the Compaas/to obtain the
required Stockholder Approval by September 15, 2@H3ed on the terms of the various exchange apdtension/wavier
agreements, all of the Senior Notes would fall batk default, pursuant to which the note holdersl@ declare the full
amount owed on the Senior Notes immediately duepagdble, if the Company failed to hold the meebgghe required
dates. Once the Company obtained Shareholder &pptwissue the shares pursuant to a particulat Bechange, upon
such issuance, the debt related to such exchamgeragnt would be convertible into shares of comstook and the
holders thereof would waive all current and futdegaults under the debt.

24




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 theusities Act of 1933, as amended.

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

Under the terms of the Debt Exchange agreemen&éher Notes would become convertible once athgé@bove were met. The number of
shares of common stock to be issued to the notkeehalpon conversion shall be an amount equal tqulé&ent of: the amount of principal
sought to be exchanged divided by seventy per@@d6) of the VWAP for the five (5) trading days imdietely preceding the date of the
exchange request; provided however, in no evellttilieaexchange price be less than $0.28.

In September 2010, the Company amended the Delbialige Agreement (“September 2010 Amendment to Betitange Agreementtyith
the Series 1 and 2 Note Holders. Pursuant to the=Bder 2010 Amendment to Debt Exchange AgreerttenGeries 1 and 2 Senior Note
Holders agreed to extend the date of the requitacebolder meeting to a date on or before Noverhbe?010 instead of September 15,
2010. In return, the Company agreed to (a) incréas@rincipal balance due on the Senior Notes39¢ 2ffective September 1, 2010 and

(b) the Company in its - sole discretion — maingatine right to pay the interest due on the Senaeslin shares of its common stock so long
as the market price of the Company’s common ste@qual to or above $0.28 per share on the dateistarest is due. Due to the SEC’s
review of the periodic reports that we were reqliice mail with the proxy statement, seeking thecktelder Approval, we were unable to
hold the related meeting until December 3, 2010r €2ockholders approved all of the shares undeglgtie Debt Exchange Agreement at the
December 3, 2010 meeting and the NYSE Amex apprthwedhares on January 3, 2011. All of the comatiten granted to the note holders
pursuant to the exchange and/or extension/waiveragents remained in effect and no other consideratas owed to the note holders
pursuant to this default. The total for the additibpenalty was $888,275 and was included in lossxtinguishment of debt for the year
ended December 31, 2010. As of the date of thigfiwe have not received notice from any notalbd declaring a default. Any shares of
common stock to be issued pursuant to the Debtdhgdhwill be issued pursuant to Section 4(2) ofSbeurities Act for issuances not
involving a public offering and Regulation D prorgated hereunder.

On January 3, 2011 when the NYSE Amex approvetidtieg of the shares, all conditions of the exdpamwere satisfied and the Series 1 and
2 Senior Notes were exchanged for Senior Converhldtes (as all of the shares underlying the Dabh&nge Agreement are eligible for
resale pursuant to Rule 144 as promulgated unde8dicurities Act of 1933, as amended — we requeditetithe outstanding Series 1 and
Series 2 Note holders to waive the registratiomiregnent). As a result of the Debt Exchange agesgrihe Senior Notes were considered
extinguished and new Senior Convertible Notes @sue accordance with relevant accounting guidatiee Company determined the new
Senior Convertible Notes contained a beneficiaveosion feature. The Company recorded $4,441,58Beafair value of the beneficial
conversion feature to additional paid-in capitad s on extinguishment.

As of June 30, 2011, principal and interest inahwunt of approximately $5,474,218, representirgp 8 the Senior Convertible Notes have
been converted into shares of the Company’s constank (see above).

Activity in connection with the Company’s Seniorr@ertible Notes debt during the six months endew R0, 2011, is as follows:

Series 1 Series 2
Dec-08 Jan-09 May-09 Jun-09 Total
Carrying Value at December 31, 201! $ 1,346,87' $ 850,00 $ 1,659,06: $ 585,62! $ 4,441,56
Principal converted (1,346,87) (850,000 (1,659,06.) (560,625 (4,416,56.)
Carrying Value at June 30, 2011 $ - $ - $ - $ 25,000 $ 25,00(
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The Bridge Loan Agreement

On September 10, 2009, the Company entered intidgdBLoan Agreement (the “Bridge Loan Agreememtith Cantone Research, Inc. (1
“Lender”) whereby the Lender agreed to provide @@ Loan for $58,000 (the “Bridge Loan”) and then@pany agreed that the proceeds of
the Bridge Loan would be used exclusively to pagriest due on currently outstanding “Senior Notegerest under the Bridge Loan was set
at 12% per annum. However, because the Companyodicepay the Bridge Loan as scheduled on or bé&ateber 9, 2009, the interest rate
was increased to 18% per annum, retroactive toeSdmr 10, 2009. Since the Bridge Loan was not depaDecember 1, 2009, $25,000 was
added to the principal value of the Bridge Loangdilon, making the current principle value of Bredge Loan $83,000 as of December 31,
2009. Pursuant to the Bridge Loan Agreement, agedegipt of the Bridge Loan, the Company issuetthéoender a two-year warrant to
purchase 116,000 shares of the Company’s commok si@rcisable at $0.60 per share (the “Two-Yearrsva"). This warrant was valued

at $34,800 using the Blackeholes model with a discount rate of 0.93% andlatiity of 0.9308% on the date of the Bridge Loagreement
Under the appropriate accounting guidance, the @Gmypecorded the value of the warrant at its neaftair value and recorded the relative
fair value of the warrants as a debt discount wiials amortized to interest expense over the tertineobridge loan. The Company paid cash
fees associated with this debt of $15,000, which reaorded as debt issuance costs. The Companylegcmterest expense of approxima
$49,800 related to the debt issuance costs asadrblger 31, 2010.

In March 2010, the Company entered into an Excha@ggeement with the Lender. Under the Exchange égent, we agreed to the issuz
of up to an aggregate of 404,526 shares of our cmmstock, issuable upon: (i) exchange and canmallaf all principal amount of the
Bridge Loan ; (ii) cancellation of all of the int=t accrued thereon, accruing at the contractdautieate of 18%, retroactively from
September 10, 2009 through August 30, 2010; @ncellation of all other fees due under the Britdgan, totaling approximately $12,000
and (iv) in consideration for such exchange anaekbations, a reduction of the warrant exercisegfor the 116,000 warrants originally
issued in connection with the Bridge Loan from $0p@r share to $0.28 per share.

Pursuant to the Bridge Loan Exchange Agreementyare required to obtain shareholder approval bye®aper 15, 2010. Since our failure
to obtain shareholder approval by September 15) 2@iuld subject us to being in default of the Badgpan, on September 13, 2010, we
sought the Bridge Loan holder's agreement to imktedd the meeting on or before November 15, 2018onsideration for their agreement
to extend the time in which we were to obtain shalger approval, and waive any defaults relategutofailure to hold the meeting by
September 15, 2010, we agreed to increase thealrmlance of the Bridge Loan by 25% and paydditmnal $5,000 in legal fees related
to the default. In accordance with relevant acdognguidance, the Company recorded the 25% increa$87,360 to the principal balance as
a loss on extinguishment.

On September 14, 2010, the Company recorded aibehebnversion feature of the principal balané¢he note, which resulted in the
recording of $140,360 as debt discount and amaidiz&xpense of $140,360 through December 31, 284 @ result of this agreement, we
agreed to issue the holder 592,261 shares (insfe#@4,526), which includes interest payments ¢iweugh December 31, 2010. The issue
of shares pursuant to the amendment was subjecirteeceipt of NYSE Amex listing approval and Sihedeer Approval. If we did not
receive Shareholder Approval, the exercise prigh@fvarrants would remain at their pre-agreemertumts and the Company will have to
pay the principal and accrued interest in cash.Stereholder Approval was received on Decembe®B) 2nd the NYSE Amex listing
approval was received on January 3, 2011.

As of December 31, 2010, the principal of the Beidgan was $140,360 and related accrued interes$@5,474.

During the six months ended June 30, 2011, aggedgatncipal and interest in the amount of $165,884 converted into 592,261 shares of
the Company’s common stock.

January 2011 Notes

On January 30, 2011, the Company entered intowrites purchase agreement with 5 accredited iovegtinvestors”) in a private equity
financing of $8,437,500 and received approxima$alyp00,000 in gross proceeds from the sale of atiblenotes pursuant to the securities
purchase agreement. Net proceeds from the fingeare approximately $6,820,000. In connectiomtie closing of the transactions, the
Company issued Convertible Promissory Notes iratigregate principal amount of $8,437,500 (the “dan@011 Notes”), at a purchase
price of $888.88 for each $1,000 of principal anmtafmotes, which are initially convertible into aggregate of 14,062,500 shares of the
Company’s common stock (“2011 Note Shares”) toltivestors. The Investors also received: (i) Seti®arrants (“Series A Warrants”) to
purchase an aggregate of 14,062,500 shares oboumon stock (“Series A Warrant Shares”) at anahéxercise price of $0.67 per share
and (ii) Series B Warrants (“Series B Warrantsgetther with the Series A Warrant, the “Warrante’ptirchase an aggregate of 7,031,250
shares of our common stock (the “Series B Warrhatr&s,” together with the Series A Warrant Shates;Warrant Shares”) at an initial
exercise price of $0.8175 per share for their stwent. Each of the Warrants has a term of fiye/€ars from the date the Warrants are
initially exercisable.

26




Pursuant to the terms of the securities purchase=atent, the Company was required to have a shHderhueeting no later than April 30,
2011 seeking shareholder approval for (a) the reseiaf all January 2011 Note Shares and WarraneShathout any restrictions or
limitations pursuant to the NYSE Amex and (b) acréase in the Company’s authorized shares of comstozk to 400,000,000
(“Shareholder Approval”). Prior to obtaining Shaokder Approval the Company is required to reséimae number of shares of its common
stock which represents 100% of the January 2018eStzand the Series A Warrant Shares; after obiBirareholder Approval, the Compe
is required to reserve that number of shares afoilsmon stock which represents 130% of the shdresmamon stock issuable upon
conversion of the January 2011 Notes and exeréigeedVarrants. Failure to obtain Shareholder Appt by the required dates constitutes
an event of default under the January 2011 Ndbese to our inability to file our proxy statement were unable to hold the required
shareholders meeting.

Pursuant to the securities purchase agreementaandy 2011 Notes, for so long as any January Rlgitds or Warrants remain outstanding,
the Company cannot issue or sell any rights, wésranoptions to subscribe for or purchase shargs common stock or directly or
indirectly convertible into or exchangeable or eisable for shares of its common stock at a pribekvvaries or may vary with the market
price of its common stock, including by way of aemore reset(s) to any fixed price unless the ewsion, exchange or exercise price of any
such security cannot be less than the then apicaimversion price of the January 2011 Notes @thlen applicable exercise price of the
Warrants. For so long as any January 2011 Not®gaorants are outstanding, unless or until the Gowifhas received Shareholder
Approval, the Company shall not take any actiahéf effect of such action would be to cause theatse price of the Warrants or the
conversion price of the January 2011 Notes to deaed or to cause the number of January 2011 NweeS or Warrant Shares to be
increased. For so long as any January 2011 Natesusdstanding, neither the Company nor our sués@ti shall incur any debt, other than
trade payables incurred in the ordinary courseusiriess consistent with past practice, certainaurse indebtedness incurred by the
Company that is made expressly subordinate toahealy 2011 Notes, and in connection with certaelreduled transactions contemplatec
our subsidiaries.

The January 2011 Notes mature on December 1, 20d are convertible at any time at the Investogion; however the January 2011 Nc
cannot be converted if such conversion would réaudtinvestor beneficially owning more than 4.96#4he Companys outstanding commt
stock. The Company is required to pay a certaitiggoof the January 2011 Note (“Installment Amdiack on the first day of each month
during the term of the January 2011 Note, beginoim@/arch 1, 2011, and the Company has the optigray the Installment Amount in
shares of its common stock, if certain conditiosset forth in the January 2011 Notes are metsh or in any combination of shares of its
common stock and cash. The Installment Amouneémh January 2011 Notes is equal to the lesséy)dhé product of (i) $843,750
multiplied by (ii) a Investors’ pro rata portion all of the January 2011 Notes sold pursuant tdittacing and (B) the outstanding principal
amount under such Investodgnuary 2011 Note as of such payment date. IEtimpany elects to pay any portion of the Installtdemount
in cash, it has to pay an amount in cash equad®d4lof the applicable redemption amount; if the @any fails to do so, the Investor has the
right to require the Company to convert all or aaytion of such amount owed into shares of comntocksat the then current conversion
price. If the Company elects to pay any portiothef Installment Amount in shares of common sttlogn the Company is required to issue
such number of shares of its common stock equlet@uotient of the formula set forth in the Jagu2011 Notes. Upon the occurrence o
Event of Default under the January 2011 Note, @ Ghange of Control — as that term is defined énJdnuary 2011 Notes, the Investor has
the right to force the Company to redeem all or postion of such Investors’ January 2011 Notesashcat a price equal to 125% of the
greater of (x) the amount of the January 2011 Noteght to be redeemed and (y) the product of (&)xtiotient of the amount sought to be
redeemed divided by the then current conversiacemnd (B) the greatest closing sale price of oarraon stock on any trading day during
the period beginning on the date immediately prexe@/) in the event of an event of default, suehre of default, or (x) in the event of
Change of Control, the earlier to occur of (1) tbasummation of the Change of Control and (2) thfeip announcement of such Change of
Control, and ending on the date the Investor dedivedemption notice.

The Warrants are initially exercisable upon thdieaof: (i) the six month anniversary after thesihg of the financing, (ii) the date that the
Company’s common stock ceases to be listed or dumtdhe NYSE Amex and (ii) the date that the Comypabtains Shareholder Approval.
At any time following six months after the closirijthe Company’s stock price is at or above 20@%he initial exercise price of a Warrant
and certain other conditions are met, the Companyfarce the Buyers to exercise up to 50% of tlka tmexercised portion of that
Warrant. The Warrants cannot be exercised if gxehncise would result in a Buyer beneficially owghnimore than 4.99% of the Company’s
outstanding common stock.
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The conversion price of the January 2011 Notesexmdcise price of the Warrants are each subjeadjiesstment if the Company issues
additional shares of its common stock or securt@svertible or exercisable into shares of its camrstock at a price below the conversion
price or exercise price, respectively, as well genusubdivision or combination of its common stackl other events similar to the
aforementioned events. Upon any anti-dilution asipent of the exercise price of the Warrants, timalver of Warrant Shares issuable upon
exercise of such Warrants will be proportionatelgreased. The exercise price of the Warrantsgs albject to further adjustment pursual
other specified events in the Warrant. The warrarag be exercised on a cashless basis as longegsstation statement is not declared
effective. The number of net shares issuable @pcashless exercise is calculated as follows: B) % (A x C) /D where A) is the number of
warrants being exercise, B) is the WAP of the comistock on the day preceding the date of exer€isés the warrant exercise price, and D)
is the common stock closing price on the date ef@se.

The January 2011 Notes contain certain covenanishvificlude a cash reserve covenant whereby thep@oynshall maintain in its bank
accounts no less than $2,250,000 in unrestrictel ahall times. In addition, the January 201lel@tgreement restricts the use of proceeds
to pay any other debt obligations.

The Company also entered into a Registration Riggteement with the Investors pursuant to whickas required to file the registration
statement by February 9, 2011 providing for thalesf 130% of the shares of common stock issugtde conversion of the January 2011
Notes and exercise of the Warrants, although ceeteéeptions to the amount required to be regidtat@ny one time as a result of cer
securities laws are contained in the registratights agreement. The Company was also requirbdie the registration statement declared
effective within 60 days after the closing of tfilancing (or 90 days if there is a full review thye Securities and Exchange

Commission). We were also required to keep thistregion effective at all times until the earlar (i) the date as of which the Investors may
sell all of the January 2011 Note Shares and Wa8hares without restriction or limitation pursuémRule 144 of the Securities Act of 19
as amended and without the requirement to be irpitante with Rule 144(c)(1) (or any successor ttedneromulgated thereunder or (ii) the
date on which the Investors shall have sold athefJanuary 2011 Note Shares and Warrant Shanesaeédo be registered under the
Registration Rights Agreement. If the Companyefailo file the registration statement by the rezpidate, have it effective by the required
date or maintain the effectiveness as required thieaCompany shall be required to pay to the ltoresan amount in cash equal to 1.5% o
purchase price for the January 2011 Note Share¥amchnt Shares included in the applicable redistiastatement. Such amount shall be
due on the date of such failure and every 30 dasreafter for which the failure is not cured anth& payments are not made on time, they
shall bear interest at the rate of 1.5% per moittie registration statement was filed on Februa0d1. On March 10, 2011, the Company
received notice from the SEC that it did not méeteligibility requirements for the S-3 filing tegister the shares on such form and therefore
must seek to register the shares on Form S-1.f Aprdl 1, 2011, the registration statement was efféctive and the Company paid in cash
$126,563 of additional interest for the registratgenalty. The Company accrued an additional tegisn penalty of $253,125 for May and
June 2011.

The embedded conversion feature of the January R0lds and Warrants was recorded as derivativéitiab in accordance with relevant
accounting guidance due to the down-round protedfdhe conversion price of the January 2011 Natekthe exercise price of the
Warrants. In addition, the Company issued five-yearants to purchase 839,552 shares of the Companymon stock exercisable at $(
per share to placement agents in association héllanuary 2011 Notes. The fair value on the gtatet of the embedded conversion feature
of the convertible debt and warrants amounted {64441 and $11,144,007 respectively, as compusggd the Binomial Lattice option
pricing model.

The Company established a debt discount of $8,887 fepresenting the value of the embedded comrefsature inherent in the convertible
debt, as limited to the face amount of the debé d&bt discount is being amortized over the lifehefdebt using the straighte method ove

the terms of the debt, which approximates the #@ffednterest method. Due to the default everiflay 2011, the notes became due and
payable at that time and the amortization of tH# déscount was accelerated. For the six montbde@dune 30, 2011, the Company recorded
amortization of the debt discount of $8,437,500e Dalance of the debt discount was $0 at Jun2(3d.,.

The Company also incurred debt issuance costs&d,860, which were deducted from the net procesusddition, the fair value of the
placement agent warrants was recorded as a debhiss cost in the amount of $386,194. These w@sts being amortized over the life of
the debt using the straight-line method, which agjpnates the effective interest method. Due todiault event in May 2011, the notes
became due and payable at that time and the awmtiotizof the debt issuance costs was acceler@edng the six months ended June 30,
2011, $1,066,195 was amortized as interest expehse . balance of the debt discount was $0 at JOn2L1.

On March 1, 2011 and April 1, 2011, the Company eniae first two installments due of $843,750 ea®in. May 3, 2011, the Company

failed to make the third installment on the Jani20¥1 Notes and an event of default occurred. Aesalt, all of the five investors submitted
an Event of Default Redemption Notice to the Conypasmof May 6, 2011. The Company also incurreds$825 in late charges at a rate of
24% per annum on the unpaid installments. Atithe of the default the Company increased the balamed to the note holders by 125%
for default penalties, bringing the balance ofnibées including registration penalties, defaultgiges, and late fees to $9,053,213. However,
the note holders claimed that there had been &wdilissuance of stock and the conversion ratéf@ceat the time of default was

$0.1589. Using this conversion rate to calculatedefault penalty resulted in an additional pgnaflt$13,248,548. The balance of the note,
including late charges, interest, and penalties$225301,761 as of June 30, 2011.
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Effective July 1, 2011, the Company entered int&c&change Agreement with each of the January 2014 olders in order to settle our
obligations for these notes (see note 14).

Promissory Notes

On May 10, 2011, we entered into a Settlement Agez# with Alpha Capital Anstalt and Whalehaven @adgtund Ltd. (the “Plaintiffs”)
(see Note 10), which was amended on May 23, 2@Ltsuant to the Settlement Agreement we agreexsstie ithat number of shares of our
common stock equal in value to $10,912,055 atithe bf issuance (the “Settlement Amount”); howeweg,are not obligated to issue the
shares until we receive court approval to issué shares pursuant to the provisions of SectionBapf the Securities Act of 1933(“Court
Approval”), pursuant to which the shares will beefitrading, and NYSE Amex or shareholder apprdafvadquired. Under the terms of the
Settlement Agreement, upon Court Approval, we skalle Plaintiffs as many shares of our commorksisgossible to reach the Settlement
Amount that the NYSE Amex has previously approvaddsuance to the Plaintiffs. In addition, te@ant for the time it would take to
receive Court Approval, as well as NYSE Amex orrshalder approval of the ultimate number of sh&ssable to obtain the Settlement
Amount, and therefore their shares, the Plaintiffeeed to accept a promissory note (the “Promissotgs”) for the monetary value of that
number of additional shares that would be requiodok issued to achieve the Settlement Amount @mirt Approval based on a pre-
determined formula set forth in the notes. WeikameCourt Approval on May 24, 2011. The notesendglivered upon Court Approval;
they bear 8% interest and mature four months &fserlance. The note must be paid on or before Béyate24, 2011 to avoid a judgment for
the remaining principal, if any, at such time.

As amended, Plaintiffs maintain the right to corwkee note into shares of our common stock at adptermined formula as set forth in the
notes, which is subject to adjustment althoughh@es shall be issued until we have NYSE Amex arediolder approval of same, if
required. Throughout the term of the note, if vdanger need NYSE Amex or shareholder approvbshares issuable pursuant to the
settlement agreement shall be issued. Upon thamarce of an Event of Default, the note will beeoimmediately due and payable. Under
the Settlement Agreement, Plaintiffs are entiteeéntry of judgment in the amount of principal ¢atsling, if any, on the maturity date. The
Settlement Agreement also contemplates the issugramditional shares to Plaintiffs or the retufrslares to us based upon variances in the
market price of our common stock between the dateageive Court Approval and sixty days followihg maturity date of the

notes. Pursuant to the Settlement Agreement, needdo pay Plaintiffs’ attorney fees of $75,0@nce the initial shares and promissory
note are issued, the parties shall file a Stipomatif Discontinuance of the lawsuit with the reletveourt.

On or about June 23, 2011, we advised Plaintitis due to the fact that each of the convertiblesdbield by Whalehaven and Alpha Capital
are, by their stated terms, immediately convertitléhe option of the holders into more than tercexat (10%) of the issued and outstanding
shares of common stock of the Company, each dPkhiatiffs is an affiliate of the Company as defiria Rule 144(a) promulgated under the
Securities Act. As such, any additional Settlentdmres issued to the Plaintiffs under the SetthieérAgreement would have to comply with
the applicable provisions of the Securities Act apdcifically Rule 144 promulgated thereunder wéhard to resales. Accordingly we
advised plaintiffs that the additional 20.5 millishares issued to Plaintiffs pursuant to Sect{a)(B0) may only be resold in compliance
with Rule 144. These shares are not “restrictedréies” within the meaning of Rule 144(a); thew aot subject to the holding period
limitations of Rule 144(d). However, they are sgbjto the other relevant provisions of Rule 144|uding (i) the limitation of the amount of
securities that may be sold by an affiliate purstarmRule 144(e)(1) and the manner of sale pursieaRule 144(f).

Based on the available amount of shares the NYSExApneviously approved for the Plaintiffs, upon @dApproval on May 24, 2011, we

issued the Plaintiffs an aggregate of 500,000 shafreur common stock valued at $140,400 and ispuaaiissory notes for an aggregate
amount of $10,771,655. As a result of this agrednvee recorded legal settlement expense of $100987
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On June 23, 2011, we were delisted from the NYSEXAand no longer required NYSE Amex approval tagshe shares due to the
promissory note holders. On June 29, 2011, wets$snthe promissory note holders an aggregat@,602,000 shares of our common stock
valued at $2,949,950. The balance of the promyssote and accrued interest was $7,821,705 and$8&s of June 30, 2011, respectively.

In addition, the promissory note contains an embddubnversion feature. The conversion featurewsiged using the binominal pricing
model and $2,684,286 was recorded as an additithretderivative liability.

Embedded Conversion Features and Warrants

The 2010 Notes, the January 2011 Notes, and thaigsory Notes carry embedded conversion featurgsvanrants which are accounted for
as derivative instruments under the relevant adiogiguidance. The Company uses the Binomial Lattiodel to estimate the fair value of
the derivative instruments at their grant datesyecsion or exercise dates, principal payment daesalty and triggering dates, and quarter
ends.

The warrants related to the 2010 Notes and theadg@011 Notes carry a “cashless exercise” feafihis cashless exercise feature has value
to the holder. To evaluate the value of the “cashbxercise” feature, the Company used the follgwssumptions. As stated in the warrant
agreement, upon an effective registration statertmencashless exercise feature will no longer aéawe to the holder. As of June 30, 2011,
the Company has not filed a registration statemdrith has resulted in the continuance of the castdgercise feature. The Company also
evaluated the likelihood of the warrant holdersreising their warrants under the cashless exefemteire versus a cash exercise from the
original grant date of each warrant until the eatied date the registration statement is declafedtafe. For the 2010 Notes, based on the
cashless exercise notices received by the Compaoygh the date of this filing and based on out bemate of the warrant holders’ intent
going forward, the Company believes a conservastenate is that there is a 90% likelihood thatitivestors would exercise under the
cashless exercise provision and 10% likelihood ttheyy would effect a standard exercise via cashJ&ouary 2011 Notes, considering $0
intrinsic value of the warrants as of June 30, 2@ht the fact that there was no exercise rotieeeived, the Company considered a 0%
likelihood that the investors would exercise urtther cashless exercise provision.

The Company values the warrants (assuming stamadatdexercises,) under the Binomial Lattice oppincing model (“Binomial Model —
Norma”). In addition, the Company values the same wdsrander a separate Binomial Lattice option prigimedel (“Binomial Model —
Cashless”), assuming that the holder would exeraisker the cashless exercise feature prior todbe af the registration statement being
declared effective. Under the Binomial Model — Qash, the Company uses a much shorter expecteddenmensurate with the assumed
date that the Company expect the registrationrstéto be declared effective), resulting in digfervolatility amounts and discount rates.
One other factor that is considered for the vahtareted under the Binomial Model — Cashless isifitae holder of the warrant decided to
exercise under the cashless exercise featurepthbear of warrant shares available to the holddréa computed under the formula prescr
by the warrant agreement. On some dates, it reautistentially more shares being issued to thedrothan what are stated on the holder’s
warrant agreement and on some dates it resultsténpally less shares being issued to the hotur that are stated on the warrant
agreement.

The total values computed under each Binomial Madelthen assigned a likelihood or probability thatinvestor may exercise under either
scenario. The Company used 90%/10% and 0%/10%0ft® Rlotes, and January 2011 Notes, respectivedhless exercise /cash exercise
proportion, to arrive at the estimated fair valssigned to warrant as of their grant dates, araf dsne 30, 2011.

See Note 7 for more information on accounting feriative liabilities related to embedded convandieatures and warrants with down roi
protection and assumptions used for valuation @d¢tderivative liabilities.

Other Debt
Consulting Agreement

On September 10, 2009, the Company entered intinau@ting Agreement (the “Consulting Agreement”jwCantone Asset Management,
LLC (“Cantone Asset”) whereby Cantone Asset proglidaidance and advice related to negotiating thragef the Company’s outstanding
Series 1 and Series 2 Senior Notes and continugeitsg to assist the Company to coordinate withhiblders of the Series 1 and Series 2
Senior Notes. In consideration of Cantone Asset'sise, the Company agreed to pay monthly consufees of $12,000 per month for a
period of twelve (12) months and issue to the Chhastia five-year warrant to purchase 200,000 shaf¢he Company’s common stock at an
exercise price of $0.60 per share (the “Cantoner&iéll). This warrant was valued at $88,000 usirgBlack-Scholes model with a discount
rate of 2.38% and a volatility of 97.27%.
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In March 2010, in an effort to further reduce igsk expenditures, the Company also amended thaltngsagreement with Cantone Asset.
Under the amended consulting agreement, Cantonet Agseed to accept shares of the Company’s constock in lieu of the Cash
Consulting Fee and as consideration thereforeCtmapany agreed to reduce the warrant exercise gfite Cantone Warrants to $0.28 per
share (the “Amendment”). Pursuant to the Amendnamd, subject to stockholder approval, the Compamyladvissue Cantone Asset an
aggregate of 514,286 shares of the Company’s constomi (the “Amendment Shares”), which did not udd the shares of common stock
underlying the Cantone Warrants. Pursuant to themdment, the Company was required to obtain shittehapproval by September 15,
2010. As previously stated the Company was unahield a meeting by such date due to the SECiswewf 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 Novembg@10; in exchange for which, we agreed to in@dhe cash fee owed to Cantone Asset
by 25% and instead of paying the amount owed ih easagreed to issue them 642,857 Amendment SfthesExtension”), which would

be full and complete payment of all fees owed tatGae Asset under the Agreement and the Amendnfantsuant to the Extension, Cant
Asset also agreed to waive any defaults relatédedCompany’s failure to hold the shareholder nmeghly September 15, 2010. The
shareholders approved all of the shares undertyiadebt Exchange Agreement at the December 3, 2@Hling and the NYSE Amex
approved the shares on January 3, 2011. The 642/88ndment shares were issued on January 12, \®Bith represents full and complete
payment of all fees owed to Cantone Asset undeAtgreement and the Amendment.

NOTE 9 — EMPLOYMENT CONTRACT TERMINATION LIABILITY

In October 2008, the Company'’s former chief exerutifficer agreed to retire from his employmentwvtie Company. The Company
negotiated a settlement of its employment contréttt the former chief executive officer under which received $150,000 upon the effec
date of the agreement, including $25,000 for reirséunent of his legal expenses. In addition the Gmymgreed to pay $540,000 in monthly
installments of $18,000, commencing January 3192@0continue certain insurance coverage, andtene the term of options previously
granted which would have expired shortly after feation of employment. Pursuant to FASB ASC 420ih8,Company recorded a liability
of approximately $517,000 for the present valuthefmonthly installments and insurance coverageesuhder the settlement agreement.
Approximately $0 and $85,000 are included in acdrsedaries and wages in the accompanying condeselidated balance sheets at June
30, 2011 and December 31, 2010, respectively. Mgutie six months ended June 30, 2011, the Compeaidy$150,831 under this
arrangement to the Company’s former CEO.

NOTE 10 — COMMITMENTS AND CONTINGENCIES
Litigation
AcuVector Grouj

On February 22, 2002, AcuVector Group, Inc. (“Acete”) 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 20He claim alleges damages of
$CDN 20 million and seeks injunctive relief agaiBst Chang for, among other things, breach of @uitand breach of fiduciary duty, and
against the Company for interference with the a&tegelationship between Dr. Chang and AcuVectoe dlhim for injunctive relief seeks to
establish that the AcuVector license agreement @ithChang is still in effect. The Company perfodrextensive due diligence to determine
that AcuVector had no interest in the technologemwthe Company acquired it. The Company is confitteat AcuVector’s claims are
without merit and that the Company will receiveaadrable result in the case. As the final outcosmeot determinable, no accrual or loss
relating to this action is reflected in the accompag condensed consolidated financial statemertsnotion to dismiss has been filed but
has not yet been heard.

The Company is also defending a companion caskifilthe same court the Governors of the Univerdditlberta filed against the Company
and Dr. Chang in August 2003. The University of étia claims, among other things, that Dr. Chanlgdaio remit the payment of the
University’s portion of the monies paid by the Camp to Dr. Chang for the CIT technology purchasgthe Company from Dr. Chang in
2001. In addition to other claims against Dr. Cheglgting to other technologies developed by hinilevit the University, the University also
claims that the Company conspired with Dr. Chandjiaterfered with the University’s contractual t&as under certain agreements with
Dr. Chang, thereby damaging the University in amamt which is unknown to the University at this éinThe University has not claimed that
the Company is not the owner of the CIT technolggst that the University has an equitable intetlestein or the revenues there from. A
motion to dismiss has been filed but has not yenhbeard.
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If either AcuVector or the University is successgfutheir claims, the Company may be liable forstahtial damages, its rights to the
technology will be adversely affected and its fatprospects for exploiting or licensing the ClIThealogy will be significantly impacted.

Hudson Bay Funi

On June 11, 2010, Hudson Bay Fund, L.P. ("Hudsoyi\Bded a statement of claim in the Court of CoGkunty, County Department, Law
Division, State of lllinois relating to the CompasyApril 8, 2010 Convertible Promissory Notes. Tih@im alleges that a Trigger Event
occurred, because the registration statement cqidded by the Registration Rights Agreement wagdectared effective on or before Jun
2010. As a result of the Trigger Event, the balamae immediately increased to 125% of the outstaptalance. The Company noted this
Trigger Event and recorded in its financial statate¢he increase of principal. Moreover, the clalfeged that an additional Trigger Event
occurred because the Company did not cure theTiitgger Event within five trading days. As a ragolthe Second Trigger Event, Hudson
Bay alleges that the outstanding balance of the slebuld be immediately increased by an additi@@&P6. On January 21, 2011, Hudson
agreed to exchange the notes for an aggregatd4®,B57 shares of the Company’s common stock pot$agection 3(a)(9) of the
Securities Act of 1933, as amended. As a resuti@exchange, such notes are no longer outstarafidgthe Company and Hudson
accordingly agreed to execute and file an ordandising the June 11, 2010 complaint, with prejudides dismissal order was filed on
January 21, 2011.

Forbearance Agreeme

On December 1, 2010, the two note holders with whanentered into the October 14, 2010 forbearagoeement, in lieu of the extension
letter agreement we entered into with our otheil02Qate Financing note holders, submitted a letegirg) that we defaulted on

the Forbearance Agreement since we did not haveftareholder meeting on November 15, 2010. Tweséolders claim that because we
did not hold the meeting on November 15, 2010 Rinbearance Agreement then allows them to seek@lrse available under the terms of
the original note and the Forbearance Agreemertifsgaly asserts that only one Trigger Event ocedrand that they are therefore entitle

an additional 25% increase in their note balarke of December 31, 2010, we increased the balahttemotes by $868,522 for the 25%

is contractually due, but currently under negatiagsi. On May 26, 2011, these two note holders stdnilefault notices to us demanding
payment of the note in full, including principattérest, penalties and legal fees, accrued upne Ju2011 for an aggregate total of
$1,306,619. The default notices demand paymedthbg 1, 2011 or threaten legal action. On Ju2€H5l], we reached a settlement regar
their claimed default. As a result we recordeditamtthl default penalties of $94,297 (see Note 8).

Alpha Capital and Whalehave

On December 10, 2010, Alpha Capital Anstalt (“AlgPapital”) and Whalehaven Capital Fund Ltd. (“WHheleen Capital and with Alpha
Capital, the “Plaintiffs”) filed a complaint againss regarding the number of warrants they receingde Registered Direct Offering
(“RDQO") that we completed in November 2009 andshareholder vote obtained at our December 3, 20t0&a shareholder meeting. The
Plaintiffs alleged that the effective price of thetes we issued pursuant to the private financiag@mpleted in March and April 2010, anc
the shares we later issued to two such note hoidesettiement of a lawsuit with same, is lowemthehat we claim it to be and that such
alleged effective price requires a greater rest#iigexercise price of the warrants they receingtié RDO. Additionally, they allege that we
solicited votes against one of the proposals relatéhe RDO that was proposed at the Decembed13) @nnual shareholder meeting. The
Plaintiffs sought relief from the court involvinglditional shares issuable pursuant to the exeofiee warrants they received in the RDO
and cash damages.
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As reported in the Company’s Form 8-K dated May2(/,1, on May 10, 2011, we entered into a SettlerAgreement with the Plaintiffs
pursuant to which we agreed to issue that numbshafes of our common stock equal in value to S)(B5 at the time of issuance (the
“Settlement Amount”). On May 24, 2011 we receivedrt approval to issue such shares pursuant tprthesions of Section 3(a)(10) of the
Securities Act of 1933, as amended. Under the tefrttee court approved settlement, the parties fléStipulation of Discontinuance of the
lawsuit with the relevant court. As part of thatieeent Agreement, Alpha Capital and Whalehavepit@hretained all of the warrants the
Plaintiffs received in the RDO and in the privatehcing we closed in March and April 2010. We abligated to issue to Alpha Capital i
Whalehaven Capital as many shares of our commak st®possible to reach the Settlement AmounttliealNYSE Amex had previously
approved for issuance to the Plaintiffs. On MayZBl1, we issued an aggregate of 500,000 sha@ms @ommon stock in accordance with
the Settlement Agreement; 283,000 shares to Al@mt&l and 217,000 shares to Whalehaven. Througheuerm of the note, if we no
longer need NYSE Amex or shareholder approvaktares issuable pursuant to the Settlement Agreéeshath be issued. On June 23, 2011,
the Company was no longer listed on NYSE Amex; thedefore, on June 29, 2011, we issued an aggre§ats500,000 of our common
shares; 11,603,000 shares to Alpha Capital and’880 shares to Whalehaven Capital. In additiod,ia order to account for the time it
may take to receive shareholder approval to atbaufficient additional shares that are issuabtbem, the Plaintiffs agreed to accept a
promissory note for the monetary value of that nends additional shares that would be requiredegdssued to achieve the Settlement
Amount upon Court Approval based on a pre-deterthfoenula set forth in the Notes. The notes béariterest and mature four months
after issuance. We maintain the right to pay thte thack in cash or shares of common stock based aupre-determined formula set forth in
the notes. Upon the occurrence of an event ofuitethe note will become immediately due and pégatynder the Settlement Agreement,
Plaintiffs are entitled to entry of judgment in #mount of principal outstanding, if any, on thetnidly date. The Settlement Agreement also
contemplates the issuance of additional sharekatntis or the return of shares to us based wanances in the market price of our
common stock between the date we receive Courtadgpiand sixty days following the maturity datetloé notes. (See Note 8).

On June 23, 2011, we advised Plaintiffs that dudedact that each of the convertible notes hgliMnalehaven and Alpha Capital are, by
their stated terms, immediately convertible atdpton of the holders into more than ten perce@¥¢}Lof the issued and outstanding share
common stock of the Company, each of the Plainfin affiliate of the Company as defined in Rl4d(a) of the Securities Act. As such,
any additional Settlement Shares issued to thatifaiunder the Settlement Agreement would haveatmply with the applicable provisions
of the Securities Act and specifically Rule 144mudgated thereunder with regard to any resale.ofdingly we advised plaintiff's that the
additional 20.5 million shares issued to them pansto Section 3(a)(10) may only be resold by Rifénin compliance with Rule 144. The
shares are not “restricted securities” within theaming of Rule 144(a), they are not subject tchitiding period limitations of Rule 144

(d). However, they are subject to the other relépaovisions of Rule 144, including (i) the limtitan of the amount of securities that may be
sold by an affiliate pursuant to Rule 144(e)(1) #melmanner of sale pursuant to Rule 144(f).

On July 19, 2011 Plaintiffs wrote a letter to theu@ disputing our position that they are affilend seeking judgment in default of the
Settlement Agreement. We strongly believe thatfault has not occurred; we maintain that we aimpliance with the terms of the
Settlement Agreement and we are vigorously defendinm position.

Class Action

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

Iroquois Groug

As reported in the Company’s Fornk8dated May 11, 2011, we were in default to eachrarfuois Master Fund Ltd., Cranshire Capital, |
Freestone Advantage Partners, L.P., Bristol InvestrRund, Ltd. and Kingsbrook Opportunities Magtend LP, (collectively, the “2011
Note holder”), the holders of our convertible notes due Decendh 2011 (the “2011 Notes”) in the original pijped amount of $8,437,500.
As a result of such defaults, our total liabiliti@scluding accrued interest, penalties and defademption payments) to the 2011 Note
holders aggregated $22,301,761. We entered inexelmange agreement on June 29, 2011, with eatte @11 Note holders (th&Xchange
Agreement”) in order to settle our obligations &xle of the 2011 Note holders. This transaction legally consummated and recorded for
financial reporting purposes on July 1, 2011. (Sete 14).

Pursuant to the terms of the Exchange Agreemecih, 2811 Note holder agreed to exchange its clagamat the Company, its subsidiaries
and certain of their respective current and foroféicers, directors and representatives for (i) @mmpanys 4% convertible notes ($4,950,(
original principal amount in the aggregate (the t&&3)), (ii) shares of 4% Series A Convertible Breéd Stock of the Company (with an
aggregate stated value of $6,701,000 (the “Prefe8teck”)) under a Certificate of Designations efi8s A Convertible Preferred Stock (the
“Certificate of Designations”), and (iii) a warramixpiring 5 years from the date of the receipbtafckholder Approval (as defined in the
Exchange Agreement), to purchase additional slwiresr common stock (94,468,113 shares of commmeksn the aggregate under all the
warrants (the “Warrants”)). Under the Exchange &grent, each of the 2011 Note holders and thelieaéfd and related persons and entities
also received a mutual full release from the Corgipan
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Each of the Notes and shares of Preferred Stocikiigdly convertible into shares of our commondk at a conversion price of $0.185 per
share, provided that if we make certain dilutiviusnces (with limited exceptions), the conversinoepof the Notes and the shares of
Preferred Stock will be lowered to the per shareepior the dilutive issuances. The Warrants aitealty exercisable for shares of our
common stock at an exercise price of $0.185 peesipaovided that if we make certain dilutive isso@s (with limited exceptions), the
exercise price of the Warrants will be loweredhe per share price for the dilutive issuances. Waerants may also be exercised on a
“cashless basis.” The conversion prices of the dlated the shares of Preferred Stock and the egqydise of the Warrants are also subject to
adjustment in the case of stock splits, stock @inits, combinations of shares and similar recapétdin transactions. The convertibility of a
Note and shares of Preferred Stock and the exéiliigaf a Warrant may be limited if, upon conviens or exercise thereof, the holc

thereof or any of its affiliates would beneficiabyvn more than 9.9% (in the case of a Note andliaees of Preferred Stock held by such
holder) or 4.9% (in the case of the Warrant heldigh holder) of our common stock.

Each of the Notes automatically converts into shafeour common stock in four equal installmentsioencing August 1, 2011 ($1,237,500
in the aggregate under all the Notes). The auteneativersion price under each of the Notes wilkkgeal to the lower of (i) the conversion
then in effect or (ii) 70% of the arithmetic aveeagf the three lowest closing bid prices of our ommn stock during the 20 trading day period
prior to the applicable automatic conversion d#ie (Note Automatic Conversion Price”). We mustkea pre-automatic conversion
delivery of shares (the “Note Pre-Automatic Coni@rsShares”) to each holder of a Note 20 tradingsgaior to the applicable automatic
conversion date based the lower of (i) the conwarlien in effect or (i) 70% of the arithmetic eage of the three lowest closing bid prices
of our common stock during the 20 trading day mkpdor to the required delivery date of Note Prat@dmatic Conversion Shares. On the
automatic conversion date, to the extent we oweta Nolder additional shares in excess of the RoteAutomatic Conversion Shares
delivered to such holder, we will issue such Naiklér additional shares of common stock, and teettient we have issued excess shares of
common stock, such shares of common stock willgmied to future issuances of shares of commorkstwesuch Note holder.

Commencing August 1, 2011, 167,525 shares of RegfeStock automatically converts into shares ofammmon stock in four equal
installments. The automatic conversion price withpect to each such share of Preferred Stock atitathaconverted will be equal to the
lower of (i) the conversion then in effect or {fi)% of the arithmetic average of the three lowkssting bid prices of our common stock
during the 20 trading day period prior to the aqgdle automatic conversion date (the “Preferrecbuattic Conversion Price”). We must
make a pre-automatic conversion delivery of shétes“Preferred Pre-Automatic Conversion Shares'gach holder of each such shares of
Preferred Stock 20 trading days prior to the applie automatic conversion date based the lowej tifg conversion then in effect or (ii) 7(
of the arithmetic average of the three lowest olgdiid prices of our common stock during the 2@itrg day period prior to the required
delivery date of Preferred PAaitomatic Conversion Shares. On the automatic amiwe date, to the extent we owe a holder of shelnes o
Preferred Stock additional shares in excess oPteéerred Pre-Automatic Conversion Shares deliveresdich holder, we will issue such
holder additional shares of common stock, andécetttent we have issued excess shares of commug steh shares of common stock will
be applied to future issuances of shares of constark to such holder. (See Note 14).

Following a fairness hearing held on June 30, 2#ithe Supreme Court of the State of New York (fBeurt”), the Court entered an order
approving (i) the fairness of the terms and condgiof the proposed exchange and the transactiorieraplated by the Exchange Agreem
(i) the terms and conditions of the proposed ergleaand the transactions contemplated by the ExehAgreement and (iii) the issuance of
the Notes, the shares of Preferred Stock and theaWta pursuant to the exemption from registratinder Section 3(a)(10) of the Securities
Act of 1933, as amended (the “3(a)(10) Order”).s&hon the terms of the Notes and the Certifich@esignations, the Company delivered
28,829,599 shares of common stock in the aggregadelly 1, 2011 constituting Preferred Pre-Autom@mbnversion Shares and Note Pre-
Automatic Conversion Shares.

On August 1, 2011, we amended the Notes as follows:
0] The term Automatic Conversion Pries flefined in the Note) is hereby deleted in itgety and replaced with the following:

“Automatic Conversion Pricerheans, with respect to a particular date of detsaitinn, the lower of (i) the Conversion Pi
then in effect and (ii) the price which is equalhe product of (1) 70% multiplied by (2) the qeuti of (A) the sum of each of 1
three (3) lowest Closing Bid Prices of the CommdocE during the twenty (20) consecutive Trading Omgriod immediatel
preceding the applicable Installment Date (or, lgokdth respect to the First Installment Date, then of each of the three (3) low
Closing Bid Prices of the Common Stock during thegigd commencing on the Issuance Date and endinth@nTrading Da
immediately preceding the First Installment Daggoh such period, an “Automatic Conversion MeaguBeriod”)divided by (B
three (3). All such determinations to be approphatdjusted for any stock split, stock dividenmck combination or other simil
transaction during any such Automatic Conversionasdeing Period. In the event of a dispute as todé®rmination of tr
Automatic Conversion Price, then such dispute dielesolved pursuant to Section 21.
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(i) The term Installment Date (as defirne the Note) is hereby deleted in its entiretyl agplaced with the following:

“Installment Date” means each of the following dat@) August 22, 2011 (the “First Installment Datdii) September 2:
2011, being the twenty-second (29 Trading Day immediately following the First Indtaent Date (the “Second Installment Date”
(iii) October 20, 2011, being the twentieth (20 Trading Day immediately following the Second hikhent Date (the Third
Installment Date”); and (iv) the Maturity Date.

(iii) The term Pre-Installment Date (agided in the Note) is hereby deleted in its ekyiegnd replaced with the following:

“Pre-Installment Date” means each of the follownhates: (i) the Issuance Date, (i) August 24, 2(the “Second Pre-
Installment Date”); (iii) September 22, 2011, beitige twentieth (20" ) Trading Day immediately following the Second Pre-
Installment Date (the “Third Pre-Installment Dategihd (iv) October 20, 2011, being the twentieth (3 Trading Day immediate
following the Third Pre-Installment Date.

The Holder hereby waives the following solely wieispect to itself under the Certificate of Desigrad:

Q) the Triggering Event (as definedtie Certificate of Designations) that would occureach Automatic Conversion Date
defined in the Certificate of Designations) only(i) Automatic Conversions (as defined in the @iegte of Designations) actually occur
each date set forth below as if the definition ot@matic Conversion Date read as follows:

“Automatic Conversion Date” means each of the fellgy dates: (i) August 22, 2011 (th&ifst Automatic Conversic
Date”), (ii) September 22, 2011, being the twerggend (22d) Trading Day immediately following the First Autatic Conversio
Date (the “Second Automatic Conversion Date”);) ({dctober 20, 2011, being the twentieth (2Q Trading Day immediate
following the Second Automatic Conversion Date (thkird Automatic Conversion Date”gnd (iv) November 17, 2011, being
twentieth (20h) Trading Day immediately following the Third Autatic Conversion Date.

and (y) the Automatic Conversion Price (as defiimetthe Certificate of Designations) for the FiraitAmatic Conversion Date (i.e. August
2011) is treated as if it was equal to the lowefi)athe Conversion Price (as defined in the Ciedif of Designations) then in effect and (ii)
the price which is equal to the product of (1) 7@tiplied by (2) the quotient of (A) the sum ofchieof the three (3) lowest Closing Bid
Prices (as defined in the Certificate of Designat)oof the Common Stock during the period commeanoimthe Trading Day immediately
following the Initial Issuance Date (as definedhie Certificate of Designations) and ending on Asidi9, 2011, divided by (B) three (3)
(appropriately adjusted for any stock split, stdokdend, stock combination or other similar trastgan during such period).

(2 the Triggering Event that would occon each Préutomatic Conversion Date (as defined in the Cedit o
Designations) only if Pré&utomatic Conversion Shares (as defined in theif@ate of Designations) are actually deliveredte Holder o
each date set forth below as if the definition rd-Rutomatic Conversion Date read as follows:

“Pre-Automatic Conversion Dataetieans each of the following dates: (i) the Initssluance Date, (ii) August 24, 2011 |
“Second Pre-Automatic Conversion Date”); (iii) Sapber 22, 2011, being the twentieth (2D Trading Day immediately followir
the Second Pre-Automatic Conversiobate (the “Third Pre-Automatic Conversion Datedpd (iv) October 20, 2011, being
twentieth (20h) Trading Day immediately following the Third Prasamatic ConversionDate.

In the ordinary course of business, there are offmeential claims and lawsuits brought by or agathe& Company. In the opinion

management, the ultimate outcome of these mattdraat materially affect the Comparg/operations or financial position or are coverg
insurance.
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Indemnities and Guarantees

The Company has executed certain contractual indiemand guarantees, under which it may be requenake payments to a guaranteed
or indemnified party. The Company has agreed tenmulfy its directors, officers, employees and agé¢nthe maximum extent permitted
under the laws of the State of Delaware. In conaeatith a certain facility lease, the Company matemnified its lessor for certain claims
arising from the use of the facilities. Pursuamtdoious Sale and Purchase Agreements, the Conzenindemnified the holders of
registrable securities for any claims or lossesltieg from any untrue, allegedly untrue or misle@dstatement made in a registration
statement, prospectus or similar document. Additignthe Company has agreed to indemnify the foroveners of JPI against losses up to a
maximum of $2,500,000 for damages resulting froeabh of representations or warranties in connegtitmthe original JPI acquisition. T
duration of the guarantees and indemnities vagsied,in many cases is indefinite. These guaranteg&aemnities do not provide for any
limitation of the maximum potential future paymetite Company could be obligated to make. Histdgicéhe Company has not been
obligated to make any payments for these obligataord no liabilities have been recorded for thedemnities and guarantees in the
accompanying condensed consolidated balance sheets.

On February 2, 2011, JPI closed a $900,000 fingnithre “Bridge Financing”). In connection with thsing of the Bridge Financing, JPI
issued 10% Convertible Debentures to six accreditegstors’ in the aggregate principal amount dd®&900 (the “JPI Debentures”). On
March 17, 2011, JPI conducted an additional closinipe Bridge Financing in the amount of $100,00easing the aggregate principal
amount of the JPI Debentures to $1,000,000, whidlbes used to underwrite legal and accounting @sgs associated with an anticipated
merger transaction and reverse merger processppeal transaction”). As part of the agreementCiimpany secured the JPI Debentures
with its common stock in the event that JPI dodscomplete a proposed transaction or other eveithaiesults in its stock becoming
publicly traded on a U.S. equity market on or befSeptember 30, 2011(the “Going Public Deadlindfhe JPI Debentures could then be
exchanged for common shares of our Company ateecsion price of $0.28 per share (the “RPC Conwer§irice”) unless a majority of the
holders of the JPI Debentures consent in writingrt@xtension of the Going Public Deadline; prostideowever, that the Going Public
Deadline shall not be extended for more than sirthin total. The RPC Conversion Price is suliigdtill ratchet anti-dilution protection.

The Company has applied the disclosure provisiéAsS& 460, “Guarantees” in connection with the D@bentures agreement. These
disclosure provisions expand those required by A&, “Commitments,” and ASC 450, “Contingencidsy’requiring a guarantor to disclc
certain types of guarantees, even if the likelihobtequiring the guarantor’s performance is remégeof June 30, 2011, JPI was unable to
complete any proposed transaction. Under the tefrtise JPI Debenture transaction, if JPl doescoatplete any of the required events by
the going public deadline and the Company is reglio issue shares of its common stock, pursuangtih the maximum dollar value of the
shares is to be issued is $1,000,000 and accrtex@h. If by the Going Public Deadline, the Compairequired to fulfill its obligation und
the guarantee, the Company would satisfy the gteeahrough the issuance of shares of its comnumk sDue to the Conversion Price be
subject to full ratchet anti-dilution provisions) astimate of the final liability and number of dmto be issued cannot be made until such
event would occur. There are currently no sepagteements that provide recourse for the Compargcmver any amounts from JPI or tr
parties should the Company be required to pay amuats or otherwise perform under the guarantedtaare are no assets held either as
collateral or by third parties that, under the gudee, the Company could liquidate to recoverradl portion of any amounts required to be
paid under the guarantee.

If the guarantee were to become a liability, dejrgndpon when it occurs, the issuance of sharésea®PC Conversion Price may cause an
adjustment to the notes and warrants issued puru#me private financing closed in January 2011.

NOTE 11 — SHARE-BASED COMPENSATION

The Company has six share-based compensation yataies which it may grant common stock or incentimel non-qualified stock options to
officers, employees, directors and independentraoturs. A detailed description of the Companyarekbased compensation plans and
option grants outside the option plans is containgtie notes to the audited December 31, 2010atiolaged financial statements on Form 10-
K.

For the six months ended June 30, 2011 and 20&@ ¢mpany recorded share-based compensation exjpesisployees and directors of
$30,400 (see Note 12) and $173,758, respectivelystantially all of such compensation expensefiseed within the selling, general and
administrative expenses in the accompanying comdkosnsolidated statements of operations. Shaedlsnpensation expense recognized
in the periods presented is based on awards thatyested or are ultimately expected to vest. Hisatly, options have vested upon grant,
thus it was not necessary for management to esifodeitures.
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Summary of Activity
As of June 30, 2011, all outstanding stock optiaesfully vested. There were no options grantathduhe six months ended June 30, 2011.

The following is a status of all stock options datsling at June 30, 2011 and 2010 and the changegdhe six months then ended:

June 30,
2011

Weighted

Average
Options Exercise Price
Outstanding and exercisable, beginning of pe 7,368,00. $ 0.7¢
Granted - -
Expired/forfeitec (296,00)) 1.0C
Exercised - -
Outstanding and exercisable, end of period 7,072,000 $ 0.74

On December 3, 2010, the Company’s shareholdersegg the 2010 Equity Incentive Plan (the “201nPla The 2010 Plan provides for
the grant to employees, including executive oficerf restricted common stock, as well as castit@rshare-based awards and other
benefits. A maximum of 6,000,000 shares of comniooksmay be issued and awarded under the 2010 Rvavever, as of January 1 of each
year, commencing with the year 2011 and ending thighyear 2013, the aggregate number of sharelabhlafor granting awards under t
2010 Plan shall automatically increase by a numbshares equal to the lesser of (x) 5% of thd tatenber of shares of the Company’s
common then outstanding or (y) 1,000,000. As aofiday 1, 2011, the aggregate number of sharesatlailor granting awards under the
2010 Plan was increased by 1 million. As of June2®11, 1,250,000 shares are available for issiander the 2010 Plan.

NOTE 12 — STOCKHOLDERS' EQUITY DEFICIT
Common Stock |ssued for Services

On January 22, 2009, the Company entered into seeagent with B&D Consulting for investor relatioservices through July 7, 2010. The
Company granted B&D Consulting 400,000 shares®fQbmpany’s common stock in exchange for servigesting over a period of 24
months. As of December 31, 2010, 383,333 shares vested. During the three months ended Marcl2@11, the remaining 16,667 were
vested. In accordance with FASB ASC 505-50, theeshssued are periodically valued, as earnedugfréhe vesting period. During the six
months ended June 30, 2011 and 2010, the Compeordesl general and administrative expense of $Z0ahél $65,643, respectively,
related to this agreement.

On February 5, 2010, the Company entered into egeatent for the issuance of 480,000 shares of canstoek to Garden State Securities
pursuant to a consulting agreement for consultargises to be provided from February 5, 2010 thiobgbruary 5, 2011. The issuance of the
shares was contingent upon NYSE Amex Approval. NYAstex Approval was received on April 8, 2010. Itaance with FASB ASC
505-50, the shares issued are periodically valas@arned, through the vesting period. During #s gnded December 31, 2010, 470,667
shares were earned with the remaining 9,333 skeareed during the three months ended March 31,.20h& Company recorded general
and administrative expense of $7,466 and $142,000gdlthe six months ended June 30, 2011 and 2@%pectively, related to this
agreement.

On March 1, 2010, the Company entered into an aggaefor the issuance of 720,000 shares of comnwak $0 JFS Investments pursuan

a consulting agreement for financial advisory segsito be provided through February 28, 2011. $tigaince of the shares was contingent
upon NYSE Amex Approval. NYSE Amex Approval waseied on April 8, 2010. In accordance with FASB AS@5-50, the shares issued
are periodically valued, as earned, through théngperiod. During the year ended December 3102646,000 shares were earned with the
remaining 74,000 shares earned during the three¢hw@mded March 31, 2011. The Company recordeergeand administrative expense of
$47,600 and $170,400 during the six months ended 30, 2011 and 2010, respectively, related toahisement.
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On August 1, 2010, the Company entered into anesgeat with Catawaba Global LTD (“Catawaba”) forestor relations services through
May 1, 2011. The Company granted Catawaba 20G;0686es of its common stock in exchange for servities shares were approved by
NYSE Amex on December 3, 2010. The shares and vadued at $78,000 and recorded as prepaid conguiipense. The prepe

consulting expense was amortized to consulting msgeatably over the service period. During thensinths ended June 30, 2011, $34,667
was amortized and expensed as consulting fees.

On August 1, 2010, the Company entered into anesgeat with First International Capital Group, LTFi¢st International”) for investor
relations services through Feb 1, 2011. The Compaayted First International 200,000 shares afat®mon stock in exchange for services.
The shares were approved by NYSE Amex on Decemt201D. The shares were valued at $78,000 anddedas prepaid consulting
expense. The prepaid consulting expense was aatizconsulting expense ratably over the sendeceg@. During the six months ended
June 30, 2011, $13,000 was amortized and expessezhaulting fees.

On August 1, 2010, the Company entered into aneageet for the issuance of 480,000 shares of constumk to Garden State Securities
pursuant to a consulting agreement for consult@rgises to be provided from August 1, 2010 throAgigust 1, 2011. NYSE Amex Appro\
was received on December 3, 2010. During the sirths ended June 30, 2011, 276,000 shares weredeand valued at $152,667 and
recorded to general and administrative expensteckta the agreement.

On August 1, 2010, the Company entered into aneaigeet for the issuance of 720,000 shares of constumk to JFS Investments pursuant
to a consulting agreement for consulting serviodset provided from August 1, 2010 through Augu2d1 1. NYSE Amex Approval was
received on December 9, 2010. During the six moettied June 30, 2011, 402,000 shares were eardedkred at $186,640 and recorded
to general and administrative expense relatedd@tjreement.

On September 10, 2009, the Company entered inbmsutting agreement (the “Consulting Agreementthv@antone Asset Management,
LLC (“Cantone Asset”) whereby Cantone Asset progtigeidance and advice related to negotiating tiragef the Company’s outstanding
Series 1 and Series 2 Senior Notes and continugitsg to assist the Company to coordinate withhiblders of the Series 1 and Series 2
Senior Notes (see Note 8). We agreed to incréesedsh fee owed to Cantone Asset by 25% to adetad of $180,000, and instead of
paying the amount owed in cash we agreed to i$sra 642,857 shares of the Compangdmmon stock as full payment of the amount o
subject to NYSE Amex approval. NYSE Amex approtiegishares on January 3, 2011 and the sharessgerdiin January 2011. The
expense of $180,000 for the consulting agreemeatra@orded to general and administrative expentieeiaccompanying condensed
consolidated statement of operations for the sirtiended June 30, 2011.

On January 1, 2011, the Company entered into aeaggnt for the issuance of 250,000 shares of constock to Cantone Asset
Management pursuant to a consulting agreemenbftsudting services to be provided from January0l,12hrough December 31, 2011. 1
issuance of the shares was subject to NYSE Ameroaal and as such approval had not been receilreghares were not issued. On June
23, 2011, the Company became listed on the OTCQ@Kange, and therefore, no longer required NYSE Aapgptoval. The shares due and
vested under this agreement were valued on thisat#37,500. The Company recorded $18,750 torgeaed administrative expense in the
accompanying condensed consolidated statementesatigns for the six months ended June 30, 201dth& shares have not been issued as
of June 30, 2011 due to unavailability of authattizbares, the value of the earned shares has éemded to accrued expenses.

On April 27, 2011, the Company entered into an egent for the issuance of 750,000 shares of constumk to Catawaba pursuant to a
consulting agreement for consulting services tpioeided from May 1, 2011 through December 31, 20Tfie issuance of the shares was
subject to NYSE Amex approval, and as such apptoadinot been received, the shares were not issbedlune 23, 2011, the Company
became listed on the OTCQX exchange, and thereforlanger required NYSE Amex approval. The 328 4Rares earned and vested ui
this agreement were valued on this date and $48y2&4ecorded to general and administrative expiente accompanying condensed
consolidated statement of operations for the sirttended June 30, 2011. As the shares haveeantibsued as of June 30, 2011 due t
unavailability of authorized shares, the valuehaf ¢éarned shares has been recorded to accruedsespen

On May 1, 2011, the Company entered into an agreefoethe issuance of 750,000 shares of commarkgtoFirst International pursuant to
a consulting agreement for consulting servicestprovided from May 1, 2011 through December 31,120The issuance of the shares was
subject to NYSE Amex approval, and as such apptoadinot been received, the shares were not issbedlune 23, 2011, the Company
became listed on the OTCQX exchange, and theraforignger required NYSE Amex approval. The 328 gRares earned and vested ui
this agreement were valued on this date and $48y2&4ecorded to general and administrative expiente accompanying condensed
consolidated statement of operations for the sirttended June 30, 2011. As the shares haveeantibsued as of June 30, 2011 due t
unavailability of authorized shares, the valuehaf ¢éarned shares has been recorded to accruedsespen
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On May 5, 2011, the Company issued 80,000 shariés cdmmon stock as compensation to its two nearddsnembers. The stock was
valued at $30,400 based on the market price o€oommon stock on the issuance date.

On June 1, 2011, the Company entered into an agrefor the issuance of 800,000 shares of comnumk $06 Garden State pursuant to a
consulting agreement for consulting services tptoeided from June 1, 2011 through December 31120he issuance of the shares was
subject to NYSE Amex approval, and as such approadinot been received, the shares were not issbedlune 23, 2011, the Company
became listed on the OTCQX exchange, and thereforlanger required NYSE Amex approval. The 200,80ares earned and vested ui
this agreement were valued on this date and $3®@80ecorded to general and administrative expentge accompanying condensed
consolidated statement of operations for the sinttended June 30, 2011. As the shares haveeantibsued as of June 30, 2011 due t
unavailability of authorized shares, the valuehaf ¢éarned shares has been recorded to accruedsespen

On June 1, 2011, the Company entered into an arderaesulting agreement with JFS Investments foigigance of 1,800,000 shares of
common stock for consulting services to be provifiteth June 1, 2011 through May 31, 2012. The isse@f the shares was subject to
NYSE Amex approval, and as such approval had nert beceived, the shares were not issued. On Bj#021, the Company became lis
on the OTCQX exchange, and therefore, no longerired NYSE Amex approval. The 450,000 shares ebane vested under this
agreement were valued on this date and $67,500egasded to general and administrative expendeeirmtcompanying condensed
consolidated statement of operations for the sinttended June 30, 2011. As the shares haveeantibsued as of June 30, 2011 due t
unavailability of authorized shares, the valuehaf ¢éarned shares has been recorded to accruedsespen

Shares Issued in Connection with Conversion of Debt and Legal Settlement

During the six months ended June 30, 2011, notéehslof the 2008 Convertible Debt converted $31F @&Qorincipal and $53,555 of accrt
interest into 476,692 shares of the Company’s comstock (see Note 8).

During the six months ended June 30, 2011, notdehnslof the Series 1 Senior Notes converted $28¥96f principal and $552,328 of
accrued interest into 5,931,529 shares of the Cagipaommon stock (see Note 8).

During the six months ended June 30, 2011, notéehslof the Series 2 Senior Notes converted $%88%f principal, $505,326 of accrued
interest, and $97,781 of premiums and legal expeimnte 7,852,649 shares of the Company’s commarkggee Note 8).

During the six months ended June 30, 2011, notéehslof the 2010 Notes converted an aggregate®0$%,319 of principal, $1,076,813 of
accrued interest, and $126,495 of premiums and égeenses into 48,558,862 shares of the Compaaysnon stock (see Note 8).

During the six months ended June 30, 2011, the malter of the Bridge Loan converted the full amioef$140,360 of principal and $25,4
of accrued interest into 592,261 shares of the Gmyls common stock (see Note 8).

During the six months ended June 30, 2011, the maltders of the Promissory notes converted $2,%0i® principal into 20,500,000 shares
of the Company’s common stock. In addition, a$ phthe legal settlement with these note holdrs,Company issued to 500,000 shares of
the Company’s common stock valued at $140,400Nsee 8).

Warrants

The Company issues warrants pursuant to debt fingsicconsulting, and service agreements.

A summary of activity with respect to warrants ¢aitsling follows:

June 30,
2011

Weighted

Average
Warrants Exercise Price
Outstanding and exercisable, beginning of pe 27,138,68 $ 0.74
Grantec 22,192,48 0.7:
Expired/forfeitec - -
Exercised (18,783,88) 0.01
Outstanding and exercisable, end of period 30,547,27 $ 0.8¢
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The following table summarizes information aboutraats outstanding at June 30, 2011:

Number of Weighted Average Remaining
Exercise Price Warrant Shares (1) Contractual Life (Years)
$0.28- $0.38 4,664,83 3.0
$0.60- $0.89 22,554,77 4.5
$1.13- $1.18 289,46 3.8
$1.20- $1.25 542,18 3.1
$1.33- $1.39 225,93 3.8
$1.48- $1.64 781,41 4.0
$2.69 172,35 2.2
$4.74 1,316,31 0.5
30,547,27
(1) Includes certain warrants which can be exercisedd consideration under the cashless exercisagwas as defined in the warr.

agreements (see Note

On May 27, 2010, the Company granted a four-yearamato purchase 400,000 shares of the Compapysnon stock at an exercise price
of $1.23 per share to be earned over a 2 yearch€effte warrants were valued using the Black-Schaé¢i®n pricing model under expected
term of 4 years, volatility of 130.01%, risk fregearest rate of 2.18% and a zero dividend ratea Assult of the valuation, the Company
recorded $400,000 as prepaid consulting expenseindthe six months ended June 30, 2011, $100)M@G2amortized and as of June 30,
2011 the remaining prepaid expense balance was3A®83

In January 2011, three warrant holders exerciseid Warrants to purchase 400,000 shares of the @oyp common stock for $112,000. In
relation to the warrant exercise, the Company $a®080 in commissions for net proceeds of $101,920

During the six months ended June 30, 2011, holofersarrants issued in connection with the convéatdebt exercised 18,383,888 of
warrants using the cashless exercise provisiore Jdmpany issued 24,138,167 shares of its comnoaok 8t exchange for the warrants.

In January 2011, as part of the Debt Exchange agreewith the Series 1 and Series 2 Senior Notss ote 8), an aggregate of 3,931,200
warrants previously issued to the note holdersptheement agent warrants, and the Bridge Loanantswere re-priced from the original
exercise price ranging from $0.98 to $1.13 to areze price of $0.28. The Company revalued theamés based on the Black-Scholes
option pricing model for the difference in valuetbé warrants immediately before the modificatiod ¢he fair value immediately after the
modification. Accordingly, the Company recordedrtterest expense an aggregate of $485,246.
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In January 2011, in relation to the January 201fedlan aggregate of 21,933,302 warrants weredgsube note holders and placement
agents (see Note 8) with an exercise price ranigorg $0.67 to $0.8175. The warrants were valuédguthe Binomial Lattice model (see
Note 2).

During the six months ended June 30, 2011, pritheipd interest of the 2008 Convertible Debt wasveoted to equity (see Note 8). As a
result of the 50% warrant coverage feature of ttes) the Company issued 259,180 warrants withxarcise price of $1.55 per share.

NOTE 13 — SEGMENT REPORTING
The Company has one reportable segment, Corpavhieh is comprised of the In-vitro diagnostics mess.

The following table presents net revenues by ggidcaregion for the corporate reportable segmentife six months ended June 30, 2011
and 2010:

2011 2010
Sales Amoun Percentag Sales Amoun Percentag
Net revenues made in the U $ 49,47¢ 31.&% $ 28,99 35.2%
Net revenues made outside of the L $ 105,89 68.2% $ 53,39 64.6%
$ 155,37 100.(% $ 82,39 100.(%

NOTE 14 — SUBSEQUENT EVENTS
January 2011 Notes exchange into July 2011 NotdsPaeferred Stoc

We entered into an exchange agreement on Jun®29, &ith an effective date of July 1, 2011, wititle of the January 2011 Note holders
(the “Exchange Agreement”) in order to settle obligations of January 2011 Notes (see Note 8).stramt to the terms of the Exchange
Agreement, each January 2011 Note holder agreexictiange its claims against the Company, its sigvsd and certain of their respective
current and former officers, directors and represéres for (i) the Company’s 4% convertible nai$4,950,000 original principal amount in
the aggregate (the “July 2011 Notes™)), (ii) share4% Series A Convertible Preferred Stock of @mmpany (with an aggregate stated value
of $6,701,000 (the “Preferred Stock”)) under a ffiedte of Designations of Series A Convertiblefereed Stock (the “Certificate of
Designations”), and (iii) a warrant, expiring 5 yg&om the date of the receipt of Stockholder Aywal (as defined in the Exchange
Agreement), to purchase additional shares of ommeon stock (94,468,113 shares of common stockdragigregate under all the warrants
(the “Warrants”)). Under the Exchange Agreementhea the January 2011 Note holders and theinatiitl and related persons and entities
also received a mutual full release from the Corgipan

Each of the July 2011 Notes and shares of Pref&teck are initially convertible into shares of @ammon stock at a ceiling conversion
price of $0.185 per share, provided that if we medsain dilutive issuances (with limited excepsrthe conversion price of the July 2011
Notes and the shares of Preferred Stock will beeted to the per share price for the dilutive isseanThe Warrants are initially exercisa
for shares of our common stock at an exercise fid®.185 per share, provided that if we makeaderdilutive issuances (with limited
exceptions), the exercise price of the Warrantsheillowered to the per share price for the dikiissuances. The conversion prices of the
July 2011 Notes and the shares of Preferred Stodkte exercise price of the Warrants are alscestibp adjustment in the case of stock
splits, stock dividends, combinations of sharessimilar recapitalization transactions. The conbdity of a July 2011 Note and shares of
Preferred Stock and the exercisability of the Watrraay be limited if, upon conversion or exercisereof, the holder thereof or any of its
affiliates would beneficially own more than 9.9% (he case of a July 2011 Note and the shareseééffed Stock held by such holder) or
4.9% (in the case of the Warrant held by such hplofleour common stock.
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Each of the July 2011 Notes automatically conviatts shares of our common stock in four equal lireeents commencing August 1, 2011
($1,237,500 in the aggregate under all the Nofé®.automatic conversion price under each of thedNwill be equal to the lower of (i) the
conversion then in effect or (ii) 70% of the arithtic average of the three lowest closing bid prifesur common stock during the 20 trading
day period prior to the applicable automatic comi@r date (the “July 2011 Note Automatic Converdtoite”). We must make a pre-
automatic conversion delivery of shares (the “2f§1 Note Pre-Automatic Conversion Shares”) to dadtier of a Note 20 trading days
prior to the applicable automatic conversion datgddl the lower of (i) the conversion then in effecii) 70% of the arithmetic average of 1
three lowest closing bid prices of our common stideking the 20 trading day period prior to the rieegi delivery date of July 2011 Note Pre-
Automatic Conversion Shares. On the automatic awiwe date, to the extent we owe a July 2011 Notddr additional shares in excess of
the July 2011 Note Pre-Automatic Conversion Shdedisered to such holder, we will issue such JWlgP Note holder additional shares of
common stock, and to the extent we have issuedsssteres of common stock, such shares of comrack will be applied to future
issuances of shares of common stock to such Jdl¥ Rdte holder.

Commencing August 1, 2011, 167,525 shares of RegfeStock automatically convert into shares ofaammon stock in four equal
installments. The automatic conversion price watbpect to each such share of Preferred Stocknatitally converted will be equal to the
lower of (i) the conversion then in effect or {{i()% of the arithmetic average of the three lowksting bid prices of our common stock
during the 20 trading day period prior to the apgile automatic conversion date (the “Preferredbuattic Conversion Price”). We must
make a pre-automatic conversion delivery of shétes“Preferred Pre-Automatic Conversion Sharesach holder of each such shares of
Preferred Stock 20 trading days prior to the applie automatic conversion date based the lowaj tifg conversion then in effect or (ii) 7(
of the arithmetic average of the three lowest olgdiid prices of our common stock during the 2@itrg day period prior to the required
delivery date of Preferred PAaistomatic Conversion Shares. On the automatic cmnwe date, to the extent we owe a holder of shelnes o
Preferred Stock additional shares in excess oPteé&rred Pre-Automatic Conversion Shares deliveyestich holder, we will issue such
holder additional shares of common stock, andécetttent we have issued excess shares of commaq steh shares of common stock will
be applied to future issuances of shares of constamk to such holder.

Under the Exchange Agreement, we are also obligatédifile an amended preliminary proxy statemeith the SEC by July 5, 2011, to s
shareholder approval of an increased amount obauatd shares to 750,000,000 shares of common, qtigdix a date for the shareholders
meeting no later than 20 days after receipt ofl f82C comments relating to such proxy statement(gihdbtain shareholder approval for the
above proposal by no later than August 31, 201%elfail to comply with any of the foregoing, iti¢onstitute an event of default under the
July 2011 Notes and a triggering event with respetite Preferred Stock. The proxy was duly fidedl the date of the shareholders meeting
has been set for August 19, 2011.

If an event of default occurs under the July 20bieN or the terms of the Certificate of Designatise must redeem in cash any July 2011
Notes and shares of Preferred Stock submitted toruedemption at 125% of the greater of (i) theoant submitted for redemptic
unconverted principal amount and (ii) the greagegiity value of the shares of common stock undaglyhe July 2011 Note or shares of
Preferred Stock submitted for redemption from taeedmmediately preceding the default until theedsad submitted for redemption.

The July 2011 Notes contain embedded conversidarieghat will be recorded as derivative liabilityaccordance with relevant accounting
guidance due to the down-round protection of thevecsion price of the July 2011 Notes. The faiueabn the grant date of the embedded
conversion feature amounts to $4,410,891, as caedpuging the Binomial Lattice option pricing model.

The Company has determined that the Preferred Stomliid be recorded as a liability in the amournits$tated value of $6,701,000. The
Preferred Stock also contains an embedded conwediesidure that should be recorded as a derivaabdity. The fair value on the grant date
of the embedded conversion feature amounts to $3,88, as computed using the Binomial Lattice appidcing model.

The Warrants will be recorded as derivative lidig§ due to the down-round protection of the exergrice. The fair value of the Warrants on
the grant date amounts to $13,225,536, as compsiad the Binomial Lattice option pricing models A result, the Company will record a
debt discount of $11,651,000, representing theevafithe embedded conversion feature inherentedtiy 2011 Notes and Preferred Stock,
as limited to the face amount of these instruméirits. debt discount will be amortized over the tiféhe debt using the straight-line method
over the terms of the debt, which approximatesffective-interest method.
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The Exchange transaction will be accounted fomasxtinguishment of debt and the Company will rdafoss on extinguishment of

$1,305,854.

The net effect of this transaction on our balarfmesis shown in the following pro-forma balanceedtas if the transaction occurred as of

June 30, 2011:

June 30,
June 30, Proforma 2011
2011 adjustment (Proforma)
ASSETS

Current assets $ 1,930,091 $ = $ 1,930,091
Other assets 92,05¢ - 92,05¢

Total assets $ 2,022,15! $ = $ 2,022,15!

LIABILITIES AND STOCKHOLDERS ' EQUITY

Current liabilities:

Accounts payable and accrued expet $ 893,75. $ = $ 893,75:
Accrued interest expen: 570,06° - 570,06°
Derivative liabilities 6,074,98! 21,357,61(1) 27,432,60
Convertible debt, net of discount of $4,950,( 30,834,87 (22,301,76) (1) 8,533,111
Series A Convertible Preferred Stock, 670,100 shassied

at fair value of $6,701,000, net of unamortisebtdkscount

of $6,701,000 - - -

Total current liabilities 38,373,68 (944,144 37,429,53
Stockholders’ equity:

Preferred stoc - - -
Common stocl 147,95:. - 147,95:.
Additional paic-in capital 143,015,15 2,250,00((1) 145,265,15
Accumulated deficit (179,514,64) (1,305,859 (1) (180,820,49)

Total stockholders’ equity (36,351,52) 944,14¢ (35,407,38)
Total liabilities and stockholders’ equity $ 2,022,15! $ = $ 2,022,15!

(1) Adjustment to record the July 1, 2011 exchaagreement as if it was consummated on June 3@, Z0He entry reclassifies the
derivative liabilities with the extinguished contible notes to additional paid-in capital, recotids extinguished convertible notes,
records the face amount of the new convertiblesatel preferred stock, net of fair value of thevdeive liabilities for the embedded
conversion features of the new instruments andidin@alue of the detachable warrants, and resulés extinguishment loss of

approximately $1,305,000.

On July 1, 2011, in accordance with the terms efdihly 2011 Notes and Preferred Stock, the Comjzaued 28,829,599 shares of common
stock in aggregate constituting the first Julk POlotes Pre-Installment and Pre-Automatic conweersit Preferred Stock related to 2011

Exchange transaction.

On August 1, 2011, the first automatic conversi@upiired under the terms of the July 2011 NotesRreterred Stock were due. To comply
with the first automatic conversions, the Compamg wequired to issue approximately 53.8 millionrebaf its common stock in aggregate.
The Company did not have sufficient authorized amdsued shares of common stock to complete thwreaiic conversions and the
Company obtained an extension of the first instatitrdate from the July 2011 Note holders and PredeBtock shareholders. Accordingly,
the Company amended the terms of the July 2011sNuotd Preferred Stock as follows:

» Modified the Automatic Conversion Price (as defimethe July 2011 Notes and Preferred Stock) tdétermined with respect to 1

First Installment Date by redefining the Automa@ionversion Measuring Period to start on the isse@ate of the July 2011 No
and Preferred Stock and ending on the trading mayddiately preceding the First Installment D
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« Specified the Installment Dates for the automaticversions required under the terms of the Julyi 20dtes and Preferred Stock
August 22, 2011(First Installment), September Z2,12(Second Installment), October 20, 2011(Thirstdhment), and Novemk
17, 2011(Maturity Date’

« Specified the Prénstallment dates related to the automatic congassiequired under the terms of the July 2011 NatesPreferre
Stock as: the Issuance Date, August 24, 2011, Bégte22, 2011, and October 20, 20

« Waived any Triggering Events that would occur oe driginal Automatic and Pr&utomatic Conversion Dates as defined in
Preferred Stock Certificate of Designati

Additionally, in accordance with the August 1, 204rhendment, the Company shall issue an aggregdt®,000,000 additional shares of
common stock to the July 2011 Note-holders anddpred Shareholders representing additional predinstnt and pre-automatic conversion
shares on the date of the Amendment. On Augud?1, the Company issued the 17,000,000 sharesohon stock related to the
Amendment of 2011 Exchange Notes.

Other transactions

On July 18, 2011, note holders of the 2010 Notewered $400,000 of principal into 4,139,073 shafefe Company’s common stock.

44




Iltem 2
MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL C ONDITION & RESULTS OF OPERATIONS

This report contains forward-looking statementsedénstatements relate to future events or ouréuinancial performance. In some cases,
you can identify forwar-looking statements by terminology such as “mawill,” “should,” “expect,” “plan,” “anticipate,” “b elieve,”
“estimate,” “predict,” “potential” or “continue,” t he negative of such terms or other comparable t@oiogy. These statements are only
predictions. Actual events or results may diffetemally.

Although we believe that the expectations reflestdte forwarclooking statements are reasonable, we cannot guaesafuture results,
levels of activity, performance or achievementsrdduer, neither we, nor any other person, assurapaesibility for the accuracy and
completeness of the forward-looking statementsai@nder no obligation to update any of the fordvdwoking statements after the filing of
this Quarterly Report to conform such statementctoal results or to changes in our expectations.

The following discussion of our financial conditiand results of operations should be read in cocijiom with our condensed consolidated
financial statements and the related notes andrdthancial information appearing elsewhere in tiisiarterly Report. Readers are al

urged to carefully review and consider the varidisclosures made by us which attempt to advisedsted parties of the factors which affect
our business, including without limitation the dasures made under the caption “Management’s Disitusand Analysis of Financial
Condition and Results of Operations,” and the aeditondensed consolidated financial statementgelated notes included in our Annual
Report on Form 1-K for the year ended December 31, 2010, previdiilsl¢f with the U.S. Securities and Exchange Cosions(SEC).

Overview
The Company
We are a vertically integrated pharmaceutical camgpeeporting as one segment, with the followingfidict business divisions or units:

» Manufacturer and Distributor of On-Sure® a Proprietary I-Vitro Diagnostic “IVD”) Cancer Tesi

« A Cancer Therapeutics Technoloy
Our Revised Strategic Focus
We refocused our business on the development, raetuné and marketing of advanced, pioneering méediagnostic products, including ¢
Onko-Sure®, a proprietary In-Vitro Diagnostic (“IV]PCancer Test. During the second half of fiscady2009, we repositioned various
business assets that we believe will enable ustetize the value of such assets either throughpastmerships, separate potential IPO’s, or
possible sales. These special assets includai(®4% ownership in China-based pharmaceutiaa@mbss, Jade Pharmaceuticals Inc.

(“JPI™); and (ii) our 100% ownership of a proprigtaancer vaccine therapy technology: Combined Imogene Therapy (“CIT").

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

We are now primarily engaged in the research, dgweént, manufacturing, sale and marketing of outd@®8ure® a proprietary IVD Cancer
Test in the United States, Canada, China, Chilegfi®) India, Korea, Taiwan, Vietnam, and other ratgkhroughout the world.

We manufacture and distribute our proprietary OBkwe® cancer test kits at our licensed manufagjuanility located at 2492 Walnut
Avenue, Suite 100, in Tustin, California. We andrited States Food and Drug Administration (“USFDAGood Manufacturing Practices
(“GMP”) approved manufacturing facility. We mainaa current Device Manufacturing License issuethleyState of California, Department
of Health Services, Food and Drug Branch.
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For the six months ended June 30, 2011 and 20&@ ¢dimpany generated $155,371 and $82,394 resggctivéhe sales of the Company’s
Onko-Sure® IVD cancer diagnostic test kits, whiskan increase of approximately 88% in sales. ©tthrrent year amount, $24,750
represents the recognition of deferred revenues.b®lleve, subject to receipt of adequate finanaiegenues from Onko-Sure® will
significantly increase in 2011 due to the creatbadditional distribution agreements which aracpated to move the IVD cancer diagno:
test kit in markets throughout the world. In aditto increasing our distribution network, we atgo negotiating partnership agreements
with laboratories certified under the Clinical Ladtmry Improvement Act (“CLIA”) which will purchas@nko-Sure® test kit for in-house
use. However, the success of our distributiortesgsafor these products in 2011 is dependent upmmaber of factors. Accordingly, we may
not be able to implement our distribution stratagyhe rate we anticipate, which will have a maleatlverse effect on anticipated 2011
revenues.

In connection with the deconsolidation of JPI, efifee September 29, 2009, we reclassified JPItassmess investment, rather than as a
condensed consolidated operating subsidiary. A3akember 31, 2010, we have fully impaired our gtreent in JPI.

ONKO-SURE® AND IN-VITRO CANCER DIAGNOSTICS
Onko-Sure® Test Kit

On July 8, 2009, we changed the brand name oineutro diagnostic cancer test frobR-70to the more consumer friendly, trademarked
brand name “Onko-Sure®,” which we believe commutaisat as a high quality, innovative consumer catest. We are also installed a new
tag line — “The Power of Knowing” — which communiea to cancer patients and their physicians tleatdst is effective in assessing
whether a patient’s cancer is progressing duriegttnent or is in remission.

Our Onko-Sure®roduct is manufactured at our Tustin, Californéadxd facility and is sold to third party distribigowho then sell directly 1
CLIA certified reference laboratories in the Unitgthates (“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 patiereffectively monitor and/or detect solid tuncancers by
measuring the accumulation of specific breakdovadpcts in the blood called Fibrin and Fibrinogergielation Products (FDP). Onko-
Sure® is a simple, non-invasive blood test usedHerdetection and/or monitoring of 19 differerpey 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 battlesrgt cancer, the second leading cause of deatdwide. Because the Onko-Sure® test kit
is a non-invasive blood test, there are no sidecesfof the administration of the test. As withestbancer diagnostic products, false positive
and false negative test results could pose a sigklto patient health if the physician is not agit in following up on the Onko-Suret®st kit
results with other clinically relevant diagnostiodalities. While the Onko-Suret@st kit is helpful in diagnosing whether a patikas cance
the attending physician needs to use other testittpods to determine and confirm the type and &fnchncer involved.

Onko-Sure® is sold as a blood test for cancer irope (CE Mark certified), India, Taiwan, Korea, Wiam, and in Chile (research use);
approved in the U.S. for the monitoring of coloedctancer (“CRC"); approved in Canada (by Healthm#@@) for lung cancer detection and
lung cancer treatment monitoring; and in many keykets, has the potential to be used as a germraécscreening test. We are involved
with research conducted with CLIA Laboratoriesxp&nd on the Clinical utility of Onko-Sure®.

As of June 30, 2011, we are in the process ofdnirtmg and the distribution of Onko-Sure® into tleerinary marketplace.

In-Vitro Cancer Research and Development

During the six months ended June 30, 2011, we iadugxpenses of $139,063 in research and develdpgiated to the Onko-Sure®, as

compared to $294,815 for the same period in 20h8s& expenditures were incurred as part of ourteffo improve the existing Onko-S®e
and develop the next generation Onko-Sure®.
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We expect expenditures for research and developtoembw during 2011 due to additional staff andstdtants needed to support resear
continually improve our Onko-Sure® test kit as wellearch potential veterinary use of the testduition, we will continue to research the
validity of our next generation version our curréntko-Sure® test kit. We anticipate additionaltsagill be incurred to fund research to
expand on the clinical utility of Onko-Sure® andrdpment costs associated with entry into new etark

Cancer Therapeutics

In 2001, we acquired the CIT technology, which fertine basis for a proprietary cancer vaccine. QUrt€chnology is a U.S. patented
technology (patent issued May 25, 2004). The Cafhberapeutics division is engaged in commerciajjzire CIT technology. To date, we
have not generated any revenues and incurred mieixpanses, mostly related to patent protectionthie technology. As of December 31,
2010, we fully impaired the value of our intangibkeset related to this technology.

In December 2010, we formed NuVax Therapeutics, With Javia’s CEO Dr. Umesh Bhatia by creatindaifprm to expand the planned
collaboration to include significantly expandechatal trials in multiple international locationsdaim the U.S., and the in-licensing of other
novel cancer fighting technologies. All rights tarCIT technology will be transferred to NuVax, mmtly our 100% wholly-owned
subsidiary. All further development and commeizaion of CIT and other to-be licensed novel cariggting technologies will be made at
NuVax.

In March 2011, NuVax signed an exclusive licenseaent with the University of Florida Researchidation, Inc. (“UFRF”), for the
development and marketing of a cancer therapeuigyet developed by the UFRF. In July 2011, ti#RB terminated the agreement due to
lack of funding.

As of August 12, 2011, we have not generated avgmees and incurred minimal expenses for NuVaxtil Wie can complete funding for
NuVax, we will continue to have minimal activity MuVax.

Critical Accounting Policies

Our condensed consolidated financial statements bhagn prepared in accordance with accountingipl&@sgenerally accepted in the Uni
States of America. The preparation of these cosettconsolidated financial statements requires usake estimates and judgments that
affect the reported amounts of assets, liabilitiegenues and expenses, and related disclosumntifgent assets and liabilities. We base our
estimates on historical experience and on varithisr@assumptions that are believed to be reasonabler the circumstances, the results of
which form the basis of making judgments aboutddueying values of assets and liabilities thatreotreadily apparent from other

sources. Actual results may differ from thesenestes under different assumptions or conditionsthadifferences could be material.

We believe the following critical accounting poéis; among others, affect our more significant jueigism and estimates used in the
preparation of our condensed consolidated finarstéements:

Inventories Major components of inventories are raw matergdskaging materials, direct labor and productioerbgad.

Inventories are valued at the lower of cost orreatizable value. Cost is determined on an avetagebasis which approximates actual cost
on a first-in, first-out basis and includes raw emnatls, labor and manufacturing overhead. At eathrize sheet date, we evaluate our ending
inventories for excess quantities and obsolescéleeconsider historical demand and forecast irticeido the inventory on hand, market
conditions and product life cycles when determirdbgolescence and net realizable value. Provisionsade to reduce excess or obsolete
inventories to their estimated net realizable val@nce established, writkdwns are considered permanent adjustments ta#idasis of th
excess or obsolete inventories.

Sales Allowanceg\ portion of our business is to sell products tetritbutors who resell the products to end custonmersertain instances,
these distributors obtain discounts based on theactual terms of these arrangements. Sales ditsave usually based upon the volume of
purchases or by reference to a specific priceerrdiated distribution agreement. We recognizeatheunt of these discounts at the time the
sale is recognized. Additionally, sales returnevadiinces are estimated based on historical retuay dad recorded at the time of sale. If the
quality or efficacy of our products deterioratesrarket conditions otherwise change, actual distoand returns could be significantly
higher than estimated, resulting in potentially enat differences in cash flows from operating at#s.
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Allowance for Doubtful Accoun. We evaluate the collectability of accounts reable based on a combination of factors. In cadese we
are aware of circumstances that may impair a spexittomer’s ability to meet its financial obligats subsequent to the original sale, we
will record an allowance against amounts due, heceby reduce the net recognized receivable tarimint we reasonably believes will be
collected. For all other customers, we recordsnahces for doubtful accounts based primarily @nlémgth of time the receivables are past
due based on the terms of the originating transiacthe current business environment, and its éstioexperience. Uncollectible accounts
are charged against the allowance for doubtful @atsowhen all cost effective commercial means tiection have been exhausted.

Impairment of Lon-Lived AssetdlVe evaluate the carrying value of our long-livedets for impairment whenever events or changes in
circumstances indicate that such carrying valueg maabe recoverable. We use our best judgmendbas¢he current facts and
circumstances relating to its business when deténgiwhether any significant impairment factorsséxiVe consider the following factors or
conditions, among others, that could indicate edifor an impairment review:

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

e our ability to obtain patents, including continaatipatents, on technology; a

« significant negative industry or economic trendsjuding legal factors

If we determine that the carrying values of longedl assets may not be recoverable based uponitteree of one or more of the above
indicators of impairment, our management performsiadiscounted cash flow analysis to determinmgdirment exists. If impairment
exists, we measure the impairment based on thereifEe between the asset’s carrying amount afainitgalue, and the impairment is
charged to operations in the period in which theglived asset impairment is determined by manageémased on our analysis, we
determined the longived assets were fully impaired and recorded gueimment charge for the remaining carrying valuewf CIT intangible
asset and investment in JPI as of December 31, Z00e were no further impairments as of Jun€8@1. There can be no assurance,
however, that market conditions will not changelemand for our products will continue or allow ag¢alize the value of our technologies
and prevent future long-lived asset impairment.

Revenue RecognitioRevenues from the sales of the Company’s produeteaognized when persuasive evidence of an amaegt exists,
title and risk of loss have passed to the buyerptiice is fixed or readily determinable and cdltatis reasonably assured.

We have entered into several distribution agreesiamtvarious geographic locations with third pastiUnder the terms of some of the
agreements, we sell products to the distributer lzdise price that is the greater of a fixed am¢astlefined in each agreement) or 50% of the
distributor’s invoiced Net Sales price (as defintrdits customers. The distributor is required tovide us quarterly reconciliations of the
distributor’s actual invoiced prices at which tithe price becomes fixed and determinable by usl thet price is fixed and determinable, we
defer the recognition of revenues under these geraents.

Deferred TaxesWe record a valuation allowance to reduce the deddiax assets to the amount that is more likedy thot to be realized. We
have considered estimated future taxable incomebagding tax planning strategies in assessingrni@uat needed for the valuation
allowance. Based on these estimates, all of owrdef tax assets have been reserved. If actudlgesifer favorably from those estimates
used, we may be able to realize all or part ofrmirdeferred tax assets. Such realization couldiyely impact our condensed consolidated
operating results and cash flows from operatingyitiets.

Litigation. We account for litigation losses in accordance aithounting principles generally accepted in théddnStates, (“GAAP”), loss
contingency provisions are recorded for probabdsds 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 substdwtidrlier than when the ultimate loss is
known, and the estimates are refined each accaupériod, as additional information is known. Aatiogly, we often are initially unable to
develop a best estimate of loss; therefore, thénmoim amount, which could be zero, is recorded.rigrmation becomes known, either the
minimum loss amount is increased or a best estinatde made, resulting in additional loss prowvisidccasionally, a best estimate amount
is changed to a lower amount when events resalhiexpectation of a more favorable outcome thaviqguely expected. Due to the nature of
current litigation matters, the factors that colelad to changes in loss reserves might change lguackl the range of actual losses could be
significant, which could materially impact our ceam$ed consolidated results of operations and éawsk from operating activities.

48




Stock-Based Compensation Expemdkissuances of our common stock for noash consideration have been assigned a per smanen
equaling either the market value of the sharesesqar the value of consideration received, whicheésenore readily determinable. 1
majority of noneash consideration received pertains to serviaedered by consultants and others and has beendvaiibe market value
the shares on the measurement date.

We account for equity instruments issued to comatstand vendors in exchange for goods and serivigesordance with GAAP. The
measurement date for the fair value of the equigruments issued is determined at the earlie) ti€ date at which a commitment for
performance by the consultant or vendor is reacné€i) the date at which the consultant or vendg@rformance is complete. In the case of
equity instruments issued to consultants, theviaine of the equity instrument is recognized oherterm of the consulting agreement.

We account for equity awards issued to employelémAfimg GAAP which requires a public entity to meas the cost of employee services
received in exchange for an award of equity ins&ots, including stock options, based on the graie-thir value of the award and to
recognize the portion expected to vest as compensaxpense over the period the employee is reduir@rovide service in exchange for the
award, usually the vesting period.

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

Derivative Financial InstrumentéWe apply the provisions of FASB ASC 815-IDerivatives and Hedging*ASC 815-10"). Derivative:
within the scope of ASC 8150 must be recorded on the balance sheet at fhievadVe have issued convertible debt with warraamte
recorded derivative liabilities related to a rgsetvision associated with the embedded conversatufe of the convertible debt and a r
provision associated with the exercise price of waarants. We compute the fair value of these déxie liabilities on the grant da
triggering dates and period end dates using therBial Lattice option pricing model. Due to the repeovisions within the embedd
conversion feature and a reset provision associgitbdhe exercise price of the warrants, we hastenined that the Binomial Lattice Mo
was most appropriate for valuing these instruments.

Accounting for Debt Modifications and Extinguishi. If a debt modification is deemed to have been agdisired with debt instruments
that are substantially different, the modificatisraccounted for as a debt extinguishment in aceare with FASB ASC 470-50, whereby the
new debt instrument is initially recorded at faalwe, and that amount is used to determine theadaintguishment gain or loss to be
recognized and the effective rate of the new imsémt. If the present value of the cash flows urtdeterms of the new debt instrument is at
least ten percent different from the present valufie remaining cash flows under the terms ofattiginal instrument, the modification is
deemed to have been accomplished with debt instrtsttleat are substantially different. If it is datdned that the present values of the
original and new debt instruments are not substiylifferent, then a new effective interest rsteletermined based on the carrying amount
of the original debt instrument and the revisechdsws.
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Results of Operations for the Six Months Ended Jun80, 2011 Compared to Six Months Ended June 30, 2D1

Six Months Ended June 30 Difference
2011 2010 $ %
Net revenue: $ 155,37 $ 82,39¢ 72,971 88.51%
Cost of sales 29,15: 30,11: (960) -3.1%
Gross profit 126,21t 52,28: 73,931 141.4%%
Operatingexpense
Research and developmt 139,06: 294,81! (155,759 -52.8:%
Selling, general and administrative 3,806,20: 4,124,16! (317,95) -71.71%
3,945,261 4,418,97! (473,709 -10.72%
Loss from operations (3,819,04) (4,366,69) 547,64¢ -12.5/%
Other income (expense
Interest expens (41,724,70) (22,101,92) (19,622,77) 88.7¢%
Other expense, n (319 (1,877 1,55¢ -83.0(%
Change in fair value of derivative liabiliti 19,832,73 2,758,58! 17,074,14 *
Impairment on investment in J - (2,761,99) 2,761,99 100.0(%
Legal settlemer (10,987,05) - (10,987,05) 100.0%
Loss on extinguishment of debt (4,665,83)) - (4,665,83)) 100.00%
Total other expense, net (37,545,18) (22,107,21) (15,437,97) 69.8%
Loss from operations before provision for incomeet (41,364,23) (26,473,90) (14,890,33) 56.25%
Provision for income taxes - - -
Net loss $ (41,364,23) $ (26,473,90) $ (14,890,33) 56.25%

* Percentage difference is over 100%

Net Revenue

Net revenues for the six months ended June 30, 8@%1$155,371 compared to $82,394 for the sameeri2010. This is an increase

89% and is due to increased sales activity andrefde the Onko-Sure® test kits and the recognitb$24,750 in deferred

revenues. Revenues were earned from the salelaf-Sure ® test kits. We increased efforts to dgv@or distribution networks. With
USFDA clearance of our Onko-Sure ® product foricihuse, our goal is to enter into additional egele or non-exclusive distribution
agreements for various regions, and due to ourath@mmercialization efforts, we expect that saléscontinue to increase in 2011.

We presently have distribution agreements in pfac®©nko-Sure® test kits in the U.S., Canada, RuRito, India, Greece, Turkey, Israel,
Vietnam, Australia, New Zealand, the United Kingddtanropean Union, the Middle East, Russia, Hongdk&ao, Cambodia, Taiwan, and
for South Korea. We also have a research usedistiybution agreement in China.

In our effort to make progress in the marketing distiibuting our Onko-Sure ® test kit in the Indrearket in April 2010 we executed a
distribution agreement with Jaiva Guar Diagno ¢/a@D"). Due to the inability of JaivaGD to obtain adequatancing, obtain governmen
as well as private support for the launch of OnkioeS® in India, JaivaGD substantially reduced tipeirchase forecast for FY 2011. At this
time, JaivaGD is unable to forecast the timinghar number, if any, of Onko-Sure ® test kits thdt ewentually be purchased for the India
market. As of August 12, 2011, we have not reakime order from India.

Our expectations concerning future sales reprdeenard-looking statements that are subject toadentisks and uncertainties which could

result in sales below those achieved in previoumgds. Sales of Onko-Sure® test kits in 2011 cdaddchegatively impacted by potential
competing products, lack of adequate supply andativ@arket acceptance of our products.
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We have a limited supply of one of the key compaseiithe Onko-Sure® test kit. The anti-fibrinogdRP is limited in supply and

additional quantities cannot be purchased. We ntlyrbave two lots remaining which are estimate@rmduce approximately 21,000 kits.
Based on our current and anticipated orders, thpgply is adequate to fill all orders in hand. Altigh we are investigating or outsourcing of
this component so that we are in a position to fmvanlimited supply of Onko-Sure® in the futures annot assure that this anti-fibrinogen-
HRP replacement will be completed.

Gross Profit

Gross profit increased approximately 141% to $128,®r the six months ended June 30, 2011 from2B2for the six months ended June
30, 2010 due to increase in net revenues, impromeofananufacturing process and management of ratenals.

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

Research and Development

All research and development costs are comprisedmdnding our research and development of the Guke® test kit. During the six
months ended June 30, 2011 , we incurred $139,068search and development expenses related @ntke-Sure® test kit, compared to
$294,815 for the same period in 2010. This isaakse of approximately 53%.

We expect research and development expendituiesrease during 2011 due to:

« Additional staff and consultants needed to suppadles growth expected as a result of marketitigitaes;

Additional costs involved with consultants and tesearch conducted with CLIA Laboratories to expamdhe clinical utility o
Onkc-Sure®;

» Costs necessary to conduct additional clinicalistd
« The introduction and distribution of Onko-Sure®uitthe veterinary marketplace; and

Additional collaboration costs to cover validatiofthis product for other types of cancers worldsvid

Selling, General and Administrative
Selling, general and administrative expenses w&@0$,203 for the six months ended June 30, 20tbmpared to $4,124,160 in 2010.

Selling, general and administrative expenses copsisarily of consulting (including financial comi$éing) and legal expenses, director fees,
regulatory compliance, professional fees relateubtent protection, payroll, payroll taxes, investod public relations, professional fees, and
stock exchange and shareholder services expehsaaded in selling, general and administrativeanges were non-cash expenses incurred
during the six months ended June 30, 2011 and 26%pectively, of $673,540 and $1,620,789 for comstock, options and warrants issued
to consultants for services and $30,400 and $183atcoptions and common stock issued to emplogeesdirectors. The decrease in sell
general and administrative expenses is primarily twu(i) decrease in cash and non-cash expensegastor relations of approximately
$953,000, (ii) increase in accounting, legal, atieeoprofessional fees of approximately $662,00,ificrease in travel and entertainment of
approximately $92,000, and (iv) decrease in stockange fees of approximately $60,000. The deergathe remaining categories of the
selling, general and administrative expenses isdueanagement’s continued efforts to manage ggltjieneral and administrative expenses.

The table below details the major components dingglgeneral and administrative expenses incurred:

For the six months ended

June 30,
2011 2010 Change % Change

Investor relations (including value of warrants/eoon stock

shares $ 887,54: $ 1,840,70. $ (953,159) -51.7¢%
Salary and wages (including value of optic 815,54 882,27( (66,726) -7.5€%
Accounting, legal, and other professional f 1,443,14. 781,21 661,93( 84.7%
Stock Exchange Fel 82,50( 142,50( (60,000 -42.11%
Directors fees (including value of optior 110,90( 86,69 24,20¢ 27.92%
Rent and office expens 97,38: 76,90° 20,47« 26.62%
Employee benefit 68,47 66,21¢ 2,25¢ 3.4(%
Travel and entertainme 161,88. 70,13 91,74¢ 130.82%
Insurance 40,75! 40,88¢ (13¢) -0.34%
Taxes and license 26,69¢ 33,057 (6,367) -19.2¢%

Other 71,39( 103,57 (32,187 -31.08%




Total $ 3,806,20: $ 4,124,160 $ (317,95) -7.71%

Other Income (Expense)

The increase of $15,437,976 in total other expemsatss primarily due to increase in interest exgeeof $19,622,775, the $4,665,839 loss on
extinguishment of debt, the $10,987,055 in legtlesaent expense, mitigated by an increase inmigaiair value of derivative liabilities of
$17,074,142 and the decrease in the non-recumpgirment on investment in JPI of $2,761,993 frmprior year for the six months ended
June 30, 2011.

Interest Expens
Interest expense for the six months ended Jun2(d, and 2010 was $41,724,704 and $22,101,92%cesply.

Interest expense increased due to the issuanamweérible debt instruments with warrants treatederivative liabilities, penalties related to
trigger events and defaults on convertible deld,the amortization of the related debt discounts@dabt issuance costs during the six months
ended June 30, 2011.

Interest expense is primarily comprised of (i) $8,588 in excess fair value of the debt discowtprded at origination, for the January 2011
Financing for the derivatives associated with teversion feature and warrants, (ii) $4,622,112dorued interest and penalties added to
derivatives, (iii) $12,090,168 of amortization aftid discounts and debt issuance costs on conweddlit balances, (iv) $485,246 in
incremental costs of re-pricing warrants in conioectvith the exchange of the Senior Notes into estible debt, and (v) $15,678,324 in
registration and default penalties and late feéd fioa the January 2011 Financing.
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The following table describes the components ofioi@rest expense by our debt issuances for thmesiths ended June 30, 2011.

Fair Value of

Derivatives in Interest and Amortization of

Excess of Debt Penalties Adde Penalties Adde Debt Issuance  Amortization of

Discounts To Principal to Derivatives Cost Debt Discoun Total
(1], [6] (5] (6] [7] [7]

Convertible Debt:
1st Closing $ - 8 - 8 1,090 $ - 8 - 8 1,09C
2nd Closing 32,93¢ 45,69: 112,61 1,466,39 1,657,63.
3rd Closing - 61,36: 53,78: 42,00¢ 749,42¢ 906,58(
4th Closing - - 4,21¢ 16,207 199,83( 220,25:
Jan 2011 Note 8,179,68:! - 1,820,70I 1,066,19! 8,437,50I 19,504,08
Promissory Note - - 2,696,63. - - 2,696,63.

Incremental cost

of re-pricing of

warrants [2] - - - - - 485,24t
Registration,

default, and lat

payment

penalties [3] - 15,551,76 - - - 15,551,76
Registration

penalties paid i

cash [3] - - - - - 126,56:
Interest on debt [4] - - - - - 574,86°
Total Interest

expense $ 8,179,68! $ 15,646,05 $ 4,622,11. $ 1,237,022 $ 10,853,15 $  41,724,70

[1] This amount represents the excess fair vafubeoderivative liability associated with the erdded conversion feature and warrants
beyond the full debt discount taken (see Note Bi@faccompanying condensed consolidated finantzdraents).

[2] This amount represents the incremental cosge@ated with the re-pricing of warrants issueddnnection with the Senior Notes
exchanged for convertible debt in January 2011.

[3] This amount represents registration penatifeb253,125 due to the registration of the shareketlying the January 2011 Notes not being
declared effective as of March 31, 2011, late payrpenalties of $326,425, and default penaltiesl®,098,774 for the January 2011
Financing (see Note 8 of the accompanying condeosesblidated financial statements).

[4] This amount represents the interest portiothefdebt based on the respective interest ratestad, during the six months ended June 30,
2011 (see Note 8 of the accompanying condenseaslidated financial statements).

[5] This represents penalties added to certair® 2@ite holders in regards to their forbearanceeageat (see Note 8 of the accompanying
condensed consolidated financial statements).

[6] This represents the fair value of the derivatiability associated with the interest and p&aaladded to the notes (see Note 8 of the
accompanying condensed consolidated financialmtatts). Total interest recorded as a result af/deve liabilities for the six months
ended June 30, 2011 was $12,801,800.

[7] Total amortization of debt discount and dedstiance costs for the six months ended June 30,284 $12,090,171.
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Results of Operations for the Three Months Ended Jue 30, 2011 Compared to Three Months Ended June 32010

Three Months Ended June 30 Difference
2011 2010 $
Net revenue: $ 124,71¢ 4555; $ 79,16« 173.7%
Cost of sales 19,57¢ 8,17¢ 11,40( 139.4(%
Gross profit 105,13t 37,37« 67,76« 181.3%
Operatingexpense
Research and developmt 92,28¢ 243,77¢ (151,490 -62.14%
Selling, general and administrative 1,943,39. 2,768,97 (825,58 -29.82%
2,035,68! 3,012,75 (977,07°) -32.4%
Loss from operations (1,930,54) (2,975,38) 1,044,84: -35.12%
Other income (expense
Interest expens (27,323,24) (20,939,25) (6,383,99) 30.4%
Other expense, n (139) (1,619 1,481 -91.7¢%
Change in fair value of derivative liabiliti 10,528,57. 2,801,58: 7,726,99: *
Impairment on investment in J - (2,761,99) 2,761,99 100.0(%
Legal settlemer (10,987,05) - (10,987,05) 100.0%
Loss on extinguishment of debt (224,276 - (224,276 100.00%
Total other expense, net (28,006,13) (20,901,27) (7,104,85) 33.9%%
Loss from operations before provision for incomeet (29,936,67) (23,876,66) (6,060,01) 25.3t%
Provision for income taxes - - -
Net loss $  (29,936,67) $ (23,876,66) $ (6,060,01) 25.38%

* Percentage difference is over 100%

Net Revenue

Net revenues for the three months ended June 3Q,28s $124,716 compared to $45,552 for the samedo@ 2010. This increase of 174
is due to increased sales activity and ordershi®i@nko-Sure® test kits and the recognition of $2@,in deferred revenues. We have

increased efforts to develop our distribution neksoWith USFDA clearance of our Onko-Sure ® prddoc clinical use, our goal is to enter
into additional exclusive or non-exclusive disttibn agreements for various regions, and due tawarall commercialization efforts, we

expect that sales will continue to increase in 2011

We presently have distribution agreements in pfac®©nko-Sure® test kits in the U.S., Canada, RuRito, India, Greece, Turkey, Israel,
Vietnam, Australia, New Zealand, the United Kingddtanropean Union, the Middle East, Russia, Hongdk&ao, Cambodia, Taiwan, and
South Korea. We also have a research use onlybditton agreementin China.
In our effort to make progress in the marketing distiibuting our Onko-Sure ® test kit in the Indrearket in April 2010 we executed a

distribution agreement with Jaiva Guar Diagno ¢/a@D"). Due to the inability of JaivaGD to obtain adequatancing, obtain governmen
as well as private support for the launch of OnkioeS® in India, JaivaGD substantially reduced tipeirchase forecast for FY 2011. At this
time, JaivaGD is unable to forecast the timinghar number, if any, of Onko-Sure ® test kits thdt ewentually be purchased for the India
market. As of August 12, 2011, we have not reakime order from India.

Our expectations concerning future sales reprdeenard-looking statements that are subject toadentisks and uncertainties which could
result in sales below those achieved in previoumgds. Sales of Onko-Sure® test kits in 2011 cdaddchegatively impacted by potential
competing products, lack of adequate supply andativ@arket acceptance of our products.
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We have a limited supply of one of the key compaseiithe Onko-Sure® test kit. The anti-fibrinogdRP is limited in supply and

additional quantities cannot be purchased. We ntlyrbave two lots remaining which are estimate@rmduce approximately 21,000 kits.
Based on our current and anticipated orders, thpgply is adequate to fill all orders in hand. Altigh we are investigating or outsourcing of
this component so that we are in a position to fmvanlimited supply of Onko-Sure® in the futures annot assure that this anti-fibrinogen-
HRP replacement will be completed.

Gross Profit

Gross profit increased approximately 181% to $188 for the three months ended June 30, 2011 frofB3$2 for the three months ended
June 30, 2010 due to increased net revenues, imprent of manufacturing process and managementoii@erials.

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

Research and Development

All research and development costs are comprisedgdnding our research and development of the Guke® test kit. During the three
months ended June 30, 2011 , we incurred $92,288swarch and development expenses related tortke-Sure® test kit, compared to
$243,779 for the same period in 2010. This isaakse of approximately 62%.

We expect research and development expendituiesrease during 2011 due to:

« Additional staff and consultants needed to suppadles growth expected as a result of marketitigitaes;

Additional costs involved with consultants and tesearch conducted with CLIA Laboratories to expamdhe clinical utility o
Onkc-Sure®;

» Costs necessary to conduct additional clinicalistd

« The introduction and distribution of Onko-Sure®uitthe veterinary marketplace; and

Additional collaboration costs to cover validatiofthis product for other types of cancers worldsvid

Selling, General and Administrative
Selling, general and administrative expenses wer@48,391 for the three months ended June 30, @9tbmpared to $2,768,978 in 2010.

Selling, general and administrative expenses copsisarily of consulting (including financial coui$éing) and legal expenses, director fees,
regulatory compliance, professional fees relateubtent protection, payroll, payroll taxes, investod public relations, professional fees, and
stock exchange and shareholder services expehsaaded in selling, general and administrativeanges were non-cash expenses incurred
during the three months ended June 30, 2011 an@, 284pectively, of $82,588 and $1,278,478 for camistock, options and warrants
issued to consultants for services and approxim&@0,400 and $0 for options and common stock soemployees and directors. The
decrease in selling, general and administrativeeses is primarily due to (i) decrease in cashrmmdcash expenses of investor relations of
approximately $935,000, (ii) increase in accountiegal, and other professional fees of approxityatB8,000, (iii) increase in directors fees
of approximately $90,000, (iv) increase in travedl ntertainment of approximately $34,000, andiégrease in stock exchange fees of
approximately $45,000.The decrease in the remaicaegories of the selling, general and adminisgaxpenses is due to management’s
continued efforts to manage selling, general amdimidtrative expenses.

54




The table below details the major components dingglgeneral and administrative expenses incurred:

For the three months endec

June 30,
2011 2010 Change % Change

Investor relations (including value of warrants/eoom stock
shares $ 44424 $ 1,379,36. $ (935,12) -67.7%
Salary and wages (including value of optic 400,67¢ 474,78 (74,106 -15.61%
Accounting and other professional fe 751,61: 693,67 57,93¢ 8.35%
Stock Exchange Fei 12,50( 57,10° (44,607 -78.11%
Directors fees (including value of optior 104,15( 14,19 89,95¢ 633.7¢%
Rent and office expens 46,75 45,44¢ 1,30¢ 2.81%
Employee benefit 35,20¢ 34,90¢ 30C 0.8t%
Travel and entertainme 73,53¢ 40,04: 33,49¢ 83.65%
Insurance 20,36: 15,48: 4,88( 31.52%
Taxes and license 15,01: 10,48: 4,531 43.23%
Other 39,34( 3,49¢ 35,84 1024.3:%
Total $ 1,943,39. $ 2,768,971 $ (825,58) -29.82%

Other Income (Expense)

The increase of $7,104,854 in total other expemsstss primarily due to increase in interest exgeeaf $6,383,992, $224,276 loss on
extinguishment of debt, the $10,987,055 legalesatnt expense, mitigated by an increase in aigdair value of derivative liabilities of
$7,726,995 and the decrease in the remuring impairment on investment in JPI of $2,888 from the prior year for the three months el
June 30, 2011.

Interest Expens
Interest expense for the three months ended Jur203Q@ was $27,323,247 as compared to $20,939225,10.
Interest expense increased due to the issuan@nweérible debt instruments with warrants treatederivative liabilities, penalties related to
trigger events and defaults on convertible deld, the amortization of the related debt discountsdebt issuance costs during the three
months ended June 30, 2011.
Interest expense is comprised of (i) $15,551,76%gdistration and default penalties and late fesdd for the January 2011 Financing, (ii)
$4,549,547 in accrued interest and penalties attdddrivatives, (iii) $6,855,146 of amortizationagbt discounts and debt issuance costs on
convertible debt balances, and (iv) $94,297 in fiersaadded to the 2010 Notes in relation to thlbdarance agreement.
The following table describes the components ofioigrest expense by our debt issuances for tiee tmonths ended June 30, 2011.

Fair Value of

Derivatives in
Excess of Debt

Amortization of
Debt Issuance

Interest and

Penalties Adde Penalties Adde Amortization of

Discounts To Principal to Derivatives Cost Debt Discoun Total
(1] [4] [5] (6] (6]

Convertible Debt:
2nd Closing $ - $ 32,93 $ 481¢ $ 17,16¢ $ 31,93 $ 86,85:
3rd Closing - 61,36 27,39t 16,68¢ 42,52: 147,96.
Jan 2011 Note - - 1,820,701 840,59: 5,906,25! 8,567,54.
Promissory Note - - 2,696,63: - - 2,696,63:
Registration,

default, and lat

payment

penalties [2] - 15,551,76 - - - 15,551,76
Interest on debt  [3] - - - - - 272,49¢
Total Interest

expense $ - $ 15,646,05 $ 4,549,54 3 874,44, $ 5,980,70! $ 27,323,24

[1] This amount represents the excess fair valukeoderivative liability associated with the erdded conversion feature beyond the full
debt discount taken (see Note 8 of the accompargongensed consolidated financial statements).



[2] This amount represents registration penatife126,562 due to the registration of the shareketlying the January 2011 Notes not being
declared effective as of March 31, 2011, late payrpenalties of $326,425, and default penaltiesl®,098,774 for the January 2011
Financing (see Note 8 of the accompanying condeosesblidated financial statements).

[3] This amount represents the interest portiothefdebt based on the respective interest ratestad, during the three months ended June
30, 2011 (see Note 8 of the accompanying condermmesblidated financial statements).

[4] This represents penalties added to certaird 2@ite holders in regards to their forbearanceeageat (see Note 8 of the accompanying
condensed consolidated financial statements).

[5] This represents the fair value of the derivatiability associated with the interest and p&aaladded to the notes (see Note 8 of the
accompanying condensed consolidated financialmatates). Total interest amount added to derivdiakslity for the three months ended
June 30, 2011 was $4,549,547.

[6] Total amortization of debt discount and dedstuiance costs for the three months ended Jun®38Dwas $6,855,146.
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Liquidity and Capital Resources

For the six months ended June 30, 2011, the Conpaagh increased by $1,462,426 to $1,515,807, acedpto a net increase in cash of
$2,509,990 to $2,522,135 for the same period ir0201his was mainly due to the financing completethe respective periods.

Historically, our operations have not been a soofdiuidity. At June 30, 2011, we had a signifit@mount of relatively short term
indebtedness, and we may be unable to satisfyldigadions to pay interest and principal thereds. of June 30, 2011, we had the following
approximate amounts of outstanding short term itetbiess:

(i)  Accrued interest of approximately $570,0

(i) Approximately $46,000 in unsecured convaginotes (2008 Convertible Notes) originally begrilefault interest at 10% per annum
increased to 18% per annum due to failure to payties by September 29, 20

(i) Approximately $640,000 in unsecured cortil#e notes (2010 Notes) bearing interest at 12%apaum, increased to 18% per annum
upon the occurrence of Trigger Event, due one frear issuance

(iv) Approximately $25,000 in senior unsecured convkrtitotes (Series 2 Senior Notes) bearing intetek8% interest

(v) Approximately $22,302,000 in unsecured cotible notes (January 2011 Notes), due in Decer@b&l. The January 2011 Notes
contain a monthly cash payment due of $843,750 suth time as an effective registration stateniefited, after which, the January
2011 Notes can be converted into the Company’s comstock. In addition, until a registration stagsrmis declared effective, the
January 2011 Notes contain a Registration pengliwaleo 1.5% of the original purchase price of Nwges (a total of $126,563) for
each month the registration statement remainsdotfie. On May 3, 2011, the Company failed to mthlesthird installment and an
event of default occurred. As of May 6, 2011, &lthe five investors submitted an Event of Defddidemption Notice to the
Company, declaring the notes in default. Purst@stich notice, each of the note holders exerdfseid redemption right requiring us
to redeem the entire outstanding amount of the aio125% and to pay late charges of 24% per anmtihsuch payment is made. As
of June 30, 2011, approximately $15,700,000 ofuefsenalties, registration penalties and late ghsmwas accrued. We entered into
an exchange agreement with the January 2011 Nédersaeffective July 1, 2011 (see Note 14 in th@agpanying condensed
consolidated financial statements);

(vi) Approximately $7,822,000 in unsecured catitae promissory notes (Promissory Notes), due foanths from issuance, bearing an
interest rate of 8% per annu

There can be no assurance that the convertibléiederess will be converted into equity, which ishat debt holder’s discretion. Absent full
conversion of these debts or the receipt of a meanting or series of financings, our current opers do not generate sufficient cash to pay
the interest and principal on these obligationsmwifey become due. Accordingly, there can be norasse that we will be able to pay these
or our operating obligations which we may incutha future.

Operating activities
We used approximately $3.7 million and $4.6 millfonthe six months ended June 30, 2011 and 2@%@ectively in our operating

activities. The major components are comprised ét loss of approximately $41.4 million and $2®i8ion for the six months ended June
30, 2011 and 2010, partially offset by the follogrimon-cash activities such as:

0] approximately $12,090,000 for the amortization edissuance costs and debt discot
(i) approximately $732,000 representing the fair mavlsie of common stock, warrants and options exgefar services
(iii) approximately $485,000 representing the incremevatale of r-pricing shares and warrants issued to former nolgelns,

(iv) approximately $4,666,000 representing loss on gutshment of deb

(v) approximately $15,646,000 representing additionaicipal added for penaltie

(vi) approximately $10,912,000 representing legal satlg expenses, al

(vii) approximately $12,802,000 representing interesepse related to fair value of derivative instrursegranted

The effect of the net loss was further offset byaggregate gain from change in fair value of dérrediabilities of approximately $19.8
million.

Investing activitie:

We used net cash of $30,460 in investing activitieshe six months ended June 30, 2011 compar#d$4b,123 for the same period in 2010
for the purchase of equipme



Financing activities

Net cash provided by financing activities was $8,220 for the six months ended June 30, 2011, pifyrzonsisting of the net proceeds
$6,820,000 from the issuance of convertible dedttpnoceeds of $101,920 from the exercise of wisrao common stock and, reduced by
payments on the January 2011 Notes of $1,687,5680c&6h provided by financing activities was $7,488 for the six months ended June
30, 2010, primarily consisting of the net proceefl$6,308,000 from the issuance of convertible d@elut net proceeds of $818,488 from the
exercise of warrants.

56




As of August 12, 2011 we had approximately $950,00€ash on hand. The January 2011 Notes congafain covenants which include a
cash reserve covenant whereby the Company shaitamain its bank accounts no less than $2,250i90@restricted cash at all times. In
addition, the January 2011 Notes agreement resthietuse of proceeds to pay any other debt oldigaiWe are currently in default of our
January 2011 Note agreement; however, we exchahgethnuary 2011 Notes and cured the related défmaligh an exchange of debt
instruments on July 1, 2011, as described in Ndt®the condensed consolidated financial statesrianwhich this restriction was
eliminated.

Future Capital Needs

We expect to incur additional capital expendituaesur U.S. facilities in 2011 in the form of poti@hexpansion or move, further
development of the Onko-Sure® test kit and upgmdimanufacturing lines in Tustin. It is anticipatbdt these projects will be funded
primarily through the issuance of additional debéquity instruments.

Off-Balance Sheet Arrangements

We are not party to any off-balance sheet arrang&ambowever, we have executed certain contragtdamnities and guarantees, under
which we may be required to make payments or isguéy to a guaranteed or indemnified party. Weehagreed to indemnify our directors,
officers, employees and agents to the maximum epEmitted under the laws of the State of Delawkreonnection with a certain facility
lease, we have indemnified our lessor for certlimts arising from the use of the facilities. Pansuto the Sale and Purchase Agreement
have indemnified the holders of registrable semgitor any claims or losses resulting from anyrumtallegedly untrue or misleading
statement made in a registration statement, praspec similar document. Additionally, we have agt¢o indemnify the former owners of
JPI against losses up to a maximum of $2,500,008€mages resulting from breach of representatiomgarranties in connection with the
JPI acquisition. The duration of the guaranteesiagi€mnities varies, and in many cases is indefifihese guarantees and indemnities d
provide for any limitation of the maximum potentiature payments we could be obligated to maketarisally, we have not been obligated
to make any payments for these obligations andatdities have been recorded for these indemnéies guarantees in the accompanying
condensed consolidated balance sheets.

On February 2, 2011, JPI closed a $900,000 fingnithre “Bridge Financing”). In connection with thksing of the Bridge Financing, JPI
issued 10% Convertible Debentures to six accredlitegstors’ in the aggregate principal amount d¥900 (the “JPI Debentures”). On
March 17, 2011, JPI conducted an additional closinipe Bridge Financing in the amount of $100,00easing the aggregate principal
amount of the JPI Debentures to $1,000,000, whidlbes used to underwrite legal and accounting @sgs associated with an anticipated
merger transaction and reverse merger processp@peal transaction”). As part of the agreementCiimpany secured the JPI Debentures
with its common stock in the event that JPI dodscomplete a proposed transaction or other eveithaiesults in its stock becoming
publicly traded on a U.S. equity market on or befSeptember 30, 2011(the “Going Public Deadlindfhe JPI Debentures could then be
exchanged for common shares of our Company ateecsion price of $0.28 per share (the “RPC Conwer§irice”) unless a majority of the
holders of the JPI Debentures consent in writingrt@xtension of the Going Public Deadline; progideowever, that the Going Public
Deadline shall not be extended for more than sirtiin total. The RPC Conversion Price is suliigdtill ratchet anti-dilution protection.

The Company has applied the disclosure provisiésS& 460, “Guarantees” in connection with the Di@bentures agreement. These
disclosure provisions expand those required by A& “Commitments,” and ASC 450, “Contingencidsy’requiring a guarantor to disclc
certain types of guarantees, even if the likelihobtequiring the guarantor’s performance is remégeof June 30, 2011, JPI was unable to
complete any proposed transaction. Under the tefrtise JPI Debenture transaction, if JPl doescoatplete any of the required events by
the going public deadline and the Company is reglio issue shares of its common stock, pursuangtih the maximum dollar value of the
shares is to be issued is $1,000,000 and accrtemdh. Due to the Conversion Price being sultgefttll ratchet anti-dilution provisions, an
estimate of the final liability and number of shate be issued cannot be made until such eventdaamdur. There are currently no separate
agreements that provide recourse for the Compamgctmver any amounts from JPI or third parties ghthe Company be required to pay
amounts or otherwise perform under the guarantddteare are no assets held either as collateta} trird parties that, under the guarantee,
the Company could liquidate to recover all or atiparof any amounts required to be paid under trerantee.

Going Concern

The condensed consolidated financial statements besn prepared assuming we will continue as aggmncern, which contemplates, the
realization of assets and satisfaction of lialgititin the normal course of business. We incurrgskl® from continuing operations of
$41,364,234 and $26,473,904 for the six monthseddae 30, 2011 and 2010, respectively, and hateumulated deficit of $179,514,640
at June 30, 2011. In addition, we used cash inadipg activities of continuing operations of $317884 and had a working capital deficit of
approximately $36.4 million, based on the face am@fi the current portion of debt. These factorseaubstantial doubt about our ability to
continue as a going concern.
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The Company’s monthly cash requirement of $525f00@perating expenses does not include any extinaany items or expenditures,
including cash payments for debt penalties or maogiprincipal and interest payments, paymentsfioical trials for our Onko-Sure® test
kit, research conducted through CLIA Laboratoriesxpenditures related to further development efGHT technology, as no significant
expenditures are anticipated other than recuregglifees related to outstanding legal proceedings.

We raised net proceeds of approximately $6.8 millioconnection with convertible note and warramtchase agreements during the six
months ended June 30, 2011.

Management’s plans include seeking financing, cosige of certain existing notes payable and relatadtant obligations to preferred and
common stock, alliances or other partnership ages¢snwith entities interested in our technologesyther business transactions that would
generate sufficient resources to assure continuafiour operations and research and developmegtams.

There are significant risks and uncertainties witichld negatively affect our operations. Thesepairgcipally related to (i) the absence of
substantive distribution network for our Onko-Surei®, (ii) the absence of any significant commititgeor firm orders from our distributors,
(iii) existing defaults and potential defaults iisting indebtedness, and (iv) failure to meet afienal covenants in existing financing
agreements which would trigger additional defaaitpenalties. Our limited sales to date for the @Bkire ® test kit and the lack of
distributors meeting their quarterly minimum pursbaequirements make it impossible to identify aapds in our business prospects.
Moreover, if either AcuVector and/or the Universiti/Alberta are successful in their claims, we rbayliable for substantial damages, our
rights to the CIT technology will be adversely aftsd, and our future prospects for licensing the €©thnology will be significantly
impacted. In addition, a class action lawsuit iasn filed, alleging the Company had violated faldgecurities laws by misrepresenting the
relationship between us and third parties in thmm@any’s clinical studies of its Onko-Sure&st kits. If this lawsuit is successful, it magvih
an impact on the Company’s operations.

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

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES AB OUT MARKET RISK
Not applicable

ITEM 4. CONTROLS AND PROCEDURES

Disclosure of Controls and Procedut

Our management, with the participation of our AgatExecutive Officer and Principal Financial @#r, has evaluated the effectiveness of
our disclosure controls and procedures as of 30n2011 (as such term is defined in Rules 13&)1&{d 15d-15(e) under the Securities
Exchange Act of 1934, as amended). Based onvhisa&tion, our Principal Executive Officer and &rincipal Financial Officer concluded
that our disclosure controls and procedures, stilijgbe limitations as noted below, were not affecduring the period and as of the end of
the period covered by this quarterly report to eashat information required to be disclosed bynugports that we file or submit under the
1934 act is recorded, processed, summarized aodedpwithin the time periods specified in the Sta(@s and forms and that such
information is accumulated and communicated toroanagement as appropriate to allow timely decisiegarding required disclosures.
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Because of inherent limitations, our disclosuretaga and procedures may not prevent or detecttatessents. A control system, no matter
how well conceived and operated, can provide oggonable, not absolute, assurance that the olgiectf the controls system are met.
Because of the inherent limitations in all contsystems, no evaluation of controls can providelaibs assurance that all control issues and
instances of fraud, if any, have been detected.

Material Weakness in Internal Control Over Finarldieporting

A material weakness is a control deficiency (wittiie meaning of the Public Company Accounting OgétsBoard (“PCAOB”) Auditing
Standard No. 5) or combination of control deficiescahat result in more than a remote likelihooat th material misstatement of the annui
interim financial statements will not be preventedietected. Management has identified the follgwdix material weaknesses which have
caused management to conclude that, as of Dece3tih2010 and June 30, 2011, our internal contret émancial reporting was not
effective at the reasonable assurance level:

a) We do not have sufficient segregation of dutiedimiiccounting functions, which is a basic interc@trol. Due to our size a
nature, segregation of all conflicting duties may always be possible and may not be economicaebgible. However, to tl
extent possible, the initiation of transactions thustody of assets and the recording of transecttiould be performed
separate individual:

b) We do not have a qualified financial reporting fpesional employed or under contract at JPI, oweidm investment, wit
sufficient depth, skills and experience to applgamting principles generally accepted in the Uhifstates of Americ
(“GAAP").

c) We did not maintain effective controls to ensurer¢his adequate analysis, documentation, recoteiliaand review c
accounting records and supporting d

d) We did not maintain adequate controls in placedeniify and approve norecurring transactions such that the validity
proper accounting can be determined on a timelisk

e) We did not have adequate controls in place suriognthe review by management, the Board of Directamnd profession
advisors regarding issuances of press rele

f) We did not maintain sufficient accounting resouregth adequate training in the application of GAA®mmensurate with o
financial reporting requirements. The complexityonir operations and transactions, specificallyteglao the accounting a
reporting of debt and equity transactions, inclgdierivative instruments resulted in significantlidadjustments during the yt
ended December 31, 201

To address these material weaknesses, managentmtral additional analyses and other proceduresisore that the financial statements
included herein fairly present, in all materialpests, our financial position, results of operagiamd cash flows for the periods presented.
are attempting to remediate the material weaknaéssmg disclosure controls and procedures andnateontrols over financial reporting
identified above by refining our internal procedyjrand adding staff members and / or outside psifieals with appropriate levels of
experience and expertise (see below).

Remediation of Material Weakne

As of December 31, 2010 and June 30, 2011, there eamntrol deficiencies which constitute materiglaknesses in our internal control over
financial reporting. To the extent reasonably passin our current financial condition, we:

1. Have added staff members and outside consultatiisappropriate levels of experience and accourgiygertise to the finan
department to ensure that there is sufficient depith experience to implement and monitor the appatgplevel of contrc
procedures

2. Have issued policies and procedures regardingdlegdtion of authority

3. We implemented a :-step process for the issuance of press releaseb witiudes several layers of review and appro

4. We have strengthened our internal policies and mee#thour processes for ensuring consistent treatofexromplex derivativ

valuations and the validation of our conclusiongareling significant accounting policies and theiplication to our busine
transactions are carried out by personnel withpgnapriate level of accounting knowledge, expergrand training
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Through these steps, we believe we are addredsindefficiencies that affected our internal contnadr financial reporting as of December
31, 2010 and June 30, 2011. Because the remeti@hgacequire hiring of additional personnel, umling certain of our information
technology systems, and relying extensively on rmhreview and approval, the successful operatiah@de controls for at least several
quarters may be required before management mapleacaconclude that the material weakness have muediated. We intend to continue
to evaluate and strengthen our ICFR systems. Téfésgs require significant time and resources.

Notwithstanding the material weaknesses discussedea our management has concluded that the coadeessolidated financi
statements included in this Quarterly Report omtt0-Q fairly present in all material respects fimancial condition, results of operations,
and cash flows for the six months ended June 301 26d 2010 in conformity with accounting principtgenerally accepted in the United
States of America.

Inherent Limitations Over Internal Contrc

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or @étl errors or misstatements and all fraud.
Therefore, even those systems determined to beti#ecan provide only reasonable, not absolutgyrasice that the objectives of the poli
and procedures are met. Also, projections of amuation of effectiveness to future periods argexitio the risk that controls may become
inadequate because of changes in conditions, bthitbalegree of compliance with the policies orcpaures may deteriorate.

Our Audit Committee, Board of Directors, and mamaget have assigned the highest priority to theireztion. Throughout the remainder of
2011, we plan to continue to add financial resosiared expertise, both through internal hiring asidgioutside consultants that will provide
hands-on oversight of the monthly financial closidgta analysis, and account reconciliation.

Changes in Internal Control Over Financial Repogtin

Except as noted above, there have not been angebamour internal control over financial repagtifas such term is defined in Rules 13a-15
(f) and 15d-15(f) under the Exchange Act) during $ix months ended June 30, 2011 that have mdyeafédcted, or are reasonably likely to
materially affect, our internal control over finaaaeporting.

PART Il — OTHER INFORMATION
ITEM 1. Legal Proceedings
Hudson Bay

On June 11, 2010, Hudson Bay Fund, L.P. ("Hudsoyi\Bded a statement of claim in the Court of CoGkunty, County Department, Law
Division, State of lllinois relating to the CompasyApril 8, 2010 Convertible Promissory Notes. Tdi@im alleges that a Trigger Event
occurred, because the registration statement cqidéea by the Registration Rights Agreement wagdectared effective on or before Jun
2010. As a result of the Trigger Event, the balamae immediately increased to 125% of the outstaptalance. The Company noted this
Trigger Event and recorded in its accompanyingrfaia statements the increase of principal. Moreatbe claim alleged that an additional
Trigger Event occurred because the Company didureat the first Trigger Event within five tradingyda As a result to the Second Trigger
Event, Hudson Bay alleges that the outstandingnicalaf the Note should be immediately increasedrbgdditional 125%. On January 21,
2011, Hudson agreed to exchange the Hudson Nates faggregate of 1,140,357 shares of the Compaoysnon stock pursuant to Section
3(a)(9) of the Securities Act of 1933, as amendexh result of the exchange, such notes are netamgistanding, and the Company and
Hudson accordingly agreed to execute and file deradismissing the June 11, 2010 complaint, witjyalice. The dismissal order was filed
on January 21, 2011.

Forbearance Agreeme

On December 1, 2010, the two note holders with whanentered into the October 14, 2010 forbearagoeement, in lieu of the extension
letter agreement we entered into with our otheil02Qate Financing note holders, submitted a letegirg) that we defaulted on

the Forbearance Agreement since we did not haveltareholder meeting on November 15, 2010. Timeséolders claim that because we
did not hold the meeting on November 15, 2010 Rtnbearance Agreement then allows them to seek@lurse available under the terms of
the original note and the Forbearance Agreemertifsgaly asserts that only one Trigger Event ocedrand that they are therefore entitle
an additional 25% increase in their note balandee Company is attempting to negotiate a settlewéhtthese note holders. As of
December 31, 2010, we increased the balance ofdates by $868,522 for the 25% that is contractudllg, but currently under
negotiations. On May 26, 2011, these two notedrsldubmitted default notices to us demanding paywfethe note in full, including
principal, interest, penalties and legal fees, @@dup to June 1, 2011 for an aggregate total &061619. The default notices demand
payment by June 1, 2011 or threaten legal act@@m.June 6, 2011, we reached a settlement regatfuigclaimed default. As a result we
recorded additional default penalties of $94,2%¢ (Note 8).
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Alpha Capital and Whalehave

On December 10, 2010, Alpha Capital Anstalt (“AlgPapital”) and Whalehaven Capital Fund Ltd. (“Whreleen Capital and with Alpha
Capital, the “Plaintiffs”) filed a complaint againss regarding the number of warrants they receingde Registered Direct Offering
(“RDQO") that we completed in November 2009 andshareholder vote obtained at our December 3, 20t0&a shareholder meeting. The
Plaintiffs alleged that the effective price of thetes we issued pursuant to the private financiag@mpleted in March and April 2010, anc
the shares we later issued to two such note holdesettiement of a lawsuit with same, is lowemthéhat we claim it to be and that such
alleged effective price requires a greater res#idaexercise price of the warrants they receinetié RDO. Additionally, they allege that we
solicited votes against one of the proposals relatéhe RDO that was proposed at the Decembed1¥) @nnual shareholder meeting. The
Plaintiffs sought relief from the court involvinglditional shares issuable pursuant to the exeaofifee warrants they received in the RDO
and cash damages.

As reported in the Company’s Form 8-K dated May20n.1, on May 10, 2011, we entered into a SettigrAgreement with the Plaintiffs
pursuant to which we agreed to issue that numbshafes of our common stock equal in value to $I)(55 at the time of issuance (the
“Settlement Amount”). On May 24, 2011 we receivedrt approval to issue such shares pursuant tprthesions of Section 3(a)(10) of the
Securities Act of 1933, as amended. Under the tefrtitee court approved settlement, the parties fléStipulation of Discontinuance of the
lawsuit with the relevant court. As part of thdtenent Agreement, Alpha Capital and Whalehavepit@bretained all of the warrants the
Plaintiffs received in the RDO and in the privatehcing we closed in March and April 2010. We abligated to issue to Alpha Capital i
Whalehaven Capital as many shares of our commak st®possible to reach the Settlement AmounttiigalNYSE Amex has previously
approved for issuance to the Plaintiffs. On MayZBl1, we issued an aggregate of 500,000 sham@ms @ommon stock in accordance with
the Settlement Agreement; 283,000 shares to Al@ptél and 217,000 shares to Whalehaven. Througheuerm of the note, if we no
longer need NYSE Amex or shareholder approvaktadres issuable pursuant to the Settlement Agreeshel be issued. On June 23, 2011,
the Company was no longer listed on NYSE Amex; thedefore, on June 29, 2011, we issued an aggre§ats500,000 of our common
shares; 11,603,000 shares to Alpha Capital and7&80 shares to Whalehaven Capital. On June 29,,2@e agreed to issue 11,603,000 of
our shares to Alpha Capital and 8,897,000 sharéghmlehaven Capital. In addition, and in ordea¢oount for the time it may take to
receive shareholder approval to authorize sufficielditional shares that are issuable to themPtaimtiffs agreed to accept a promissory note
for the monetary value of that number of additicstadres that would be required to be issued teeaehhe Settlement Amount upon Court
Approval based on a pre-determined formula sehfiorthe Notes. The notes bear 8% interest andnm&bdur months after issuance. We
maintain the right to pay the note back in caskhares of common stock based upon a pre-deterrfonadla set forth in the notes. Upon
the occurrence of an event of default, the noteheitome immediately due and payable. Under thigeB®nt Agreement, Plaintiffs are
entitled to entry of judgment in the amount of pipal outstanding, if any, on the maturity dateheTSettlement Agreement also contemplates
the issuance of additional shares to Plaintifftherreturn of shares to us based upon variandbe imarket price of our common stock
between the date we receive Court Approval ang siays following the maturity date of the noteSeé¢ Note 8).

On or about June 23, 2011, we advised Plaintiti due to the fact that each of the convertibleabield by Whalehaven and Alpha Capital
are, by their stated terms, immediately convertitlthe option of the holders into more than terceat (10%) of the issued and outstanding
shares of common stock of the Company, each dPkhiatiffs is an affiliate of the Company as defiria Rule 144(a) of the Securities

Act. As such, any additional Settlement Sharaseidgo the Plaintiffs under the Settlement Agregmenld have to comply with the
applicable provisions of the Securities Act andcffmlly Rule 144 promulgated thereunder with nefjep resales of such shares. Accordi
the additional 20.5 million shares issued to Pitispursuant to Section 3(a)(10) must be resolddmpliance with Rule 144. These shares
are not “restricted securities” within the meanoidRule 144(a), they are not subject to the holgiagod limitations of Rule 144

(d). However, they are subject to the other relépaovisions of Rule 144, including (i) the limtitan of the amount of securities that may be
sold by an affiliate pursuant to Rule 144(e)(1) #melmanner of sale pursuant to Rule 144(f).
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On July 19, 2011 Plaintiffs wrote a letter to theu@ disputing our position that they are affils&nd seeking judgment in default of the
Settlement Agreement. We strongly believe thatfault has not occurred; we maintain that we aimpliance with the terms of the
Settlement Agreement and we are vigorously defendim position.

Class Action

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

Iroquois Group

As reported in the Company’s Fornk8dated May 11, 2011, we were in default to eachrarfuois Master Fund Ltd., Cranshire Capital, |
Freestone Advantage Partners, L.P., Bristol InvestriRund, Ltd. and Kingsbrook Opportunities Magtend LP, (collectively, the “2011
Noteholder”), the holders of our convertible notes due Deceniy 2011 (the “2011 Notes”) in the original pipal amount of $8,437,500.
As a result of such defaults, our total liabiliti@scluding accrued interest, penalties and defademption payments) to the 2011 Notehol
aggregated $22,301,761. We entered into an exctegrgement on June 29, 2011, with each of the Ritéholders (the “Exchange
Agreement”) in order to settle our obligations &xle of the 2011 Noteholders.

Pursuant to the terms of the Exchange Agreemeci, 2811 Noteholder agreed to exchange its claimmagthe Company, its subsidiaries
and certain of their respective current and foroféicers, directors and representatives for (i) @@@npanys 4% convertible notes ($4,950,(
original principal amount in the aggregate (the t&&)), (ii) shares of 4% Series A Convertible Bredd Stock of the Company (with an
aggregate stated value of $6,701,000 (the “Preafe3teck”)) under a Certificate of Designations efi8s A Convertible Preferred Stock (the
“Certificate of Designations”), and (iii) a warramixpiring 5 years from the date of the receipbtafckholder Approval (as defined in the
Exchange Agreement), to purchase additional shedresr common stock (94,468,113 shares of comntmeksn the aggregate under all the
warrants (the “Warrants”)). Under the Exchange &grent, each of the 2011 Noteholders and theiia#il and related persons and entities
also received a mutual full release from the Corgipan

Each of the Notes and shares of Preferred Stockiigdly convertible into shares of our commondk at a conversion price of $0.185 per
share, provided that if we make certain dilutivesnces (with limited exceptions), the conversinoepof the Notes and the shares of
Preferred Stock will be lowered to the per shareepior the dilutive issuances. The Warrants aitealty exercisable for shares of our
common stock at an exercise price of $0.185 peesipaovided that if we make certain dilutive isso@s (with limited exceptions), the
exercise price of the Warrants will be loweredhe per share price for the dilutive issuances. Waerants may also be exercised on a
“cashless basis.” The conversion prices of the dlated the shares of Preferred Stock and the egqudise of the Warrants are also subject to
adjustment in the case of stock splits, stock @inits, combinations of shares and similar recapétdin transactions. The convertibility of a
Note and shares of Preferred Stock and the exéiliigaf a Warrant may be limited if, upon conviens or exercise thereof, the holc

thereof or any of its affiliates would beneficiabyvn more than 9.9% (in the case of a Note andliaees of Preferred Stock held by such
holder) or 4.9% (in the case of the Warrant heldigh holder) of our common stock.

Each of the Notes automatically converts into shafeour common stock in four equal installmentsioencing August 1, 2011 ($1,237,500
in the aggregate under all the Notes). The auteneativersion price under each of the Notes wikkgeal to the lower of (i) the conversion
then in effect or (ii) 70% of the arithmetic aveeagf the three lowest closing bid prices of our ommn stock during the 20 trading day period
prior to the applicable automatic conversion d#ie (Note Automatic Conversion Price”). We mustkea pre-automatic conversion
delivery of shares (the “Note Pre-Automatic Coni@rsShares”) to each holder of a Note 20 tradingsgaior to the applicable automatic
conversion date based the lower of (i) the conwarlien in effect or (i) 70% of the arithmetic eage of the three lowest closing bid prices
of our common stock during the 20 trading day mkpdor to the required delivery date of Note Prat@dmatic Conversion Shares. On the
automatic conversion date, to the extent we oweta Nolder additional shares in excess of the RogeAutomatic Conversion Shares
delivered to such holder, we will issue such Naiklér additional shares of common stock, and teettient we have issued excess shares of
common stock, such shares of common stock willgpied to future issuances of shares of commorkstwsuch Note holder.
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167,525 shares of Preferred Stock automaticallyeds into shares of our common stock in four edpsthliments commencing August 1,
2011. The automatic conversion price with respeeiach such share of Preferred Stock automaticatlyerted will be equal to the lower of
() the conversion then in effect or (ii) 70% oétharithmetic average of the three lowest closingpnices of our common stock during the 20
trading day period prior to the applicable automatinversion date (the “Preferred Automatic Coneer®rice”). We must make a pre-
automatic conversion delivery of shares (the “RrefPre-Automatic Conversion Shares”) to eachdrodd each such shares of Preferred
Stock 20 trading days prior to the applicable awttienconversion date based the lower of (i) theveosion then in effect or (ii) 70% of the
arithmetic average of the three lowest closingdrides of our common stock during the 20 trading jgriod prior to the required delivery
date of Preferred Pre-Automatic Conversion Sh&esthe automatic conversion date, to the extentwwe a holder of such shares of
Preferred Stock additional shares in excess oPteéerred Pre-Automatic Conversion Shares deliveresdich holder, we will issue such
holder additional shares of common stock, andécetttent we have issued excess shares of commug steh shares of common stock will
be applied to future issuances of shares of constamk to such holder. (See Note 14 in the accoyipg condensed consolidated financial
statements).

Following a fairness hearing held on June 30, 2#ithe Supreme Court of the State of New York (fBeurt”), the Court entered an order
approving (i) the fairness of the terms and condgiof the proposed exchange and the transactiorieraplated by the Exchange Agreem
(i) the terms and conditions of the proposed ergleaand the transactions contemplated by the ExehAgreement and (iii) the issuance of
the Notes, the shares of Preferred Stock and theaWta pursuant to the exemption from registratinder Section 3(a)(10) of the Securities
Act of 1933, as amended (the “3(a)(10) Order”).s&hon the terms of the Notes and the Certifich@esignations, the Company delivered
28,829,599 shares of common stock in the aggregadelly 1, 2011 constituting Preferred Pre-Autom@mbnversion Shares and Note Pre-
Automatic Conversion Shares.

On August 1, 2011, we amended the Notes as follows:
0] The term Automatic Conversion Pries flefined in the Note) is hereby deleted in itgely and replaced with the following:

“Automatic Conversion Pricefheans, with respect to a particular date of detsaitian, the lower of (i) the Conversion Pi
then in effect and (ii) the price which is equalhe product of (1) 70% multiplied by (2) the qeuti of (A) the sum of each of 1
three (3) lowest Closing Bid Prices of the CommdocE during the twenty (20) consecutive Trading Omeriod immediatel
preceding the applicable Installment Date (or, lgokdth respect to the First Installment Date, then of each of the three (3) low
Closing Bid Prices of the Common Stock during thegigd commencing on the Issuance Date and endinth@nTrading Da
immediately preceding the First Installment Daggoh such period, an “Automatic Conversion MeaguBeriod”)divided by (B
three (3). All such determinations to be approphatdjusted for any stock split, stock dividenmck combination or other simil
transaction during any such Automatic Conversionadleing Period. In the event of a dispute as todétermination of tr
Automatic Conversion Price, then such dispute dielesolved pursuant to Section 21.

(i) The term Installment Date (as deflrie the Note) is hereby deleted in its entiretyl agplaced with the following:

“Installment Date” means each of the following dat@) August 22, 2011 (the “First Installment Datdii) September 2:
2011, being the twenty-second (29 Trading Day immediately following the First Indtaent Date (the “Second Installment Date”
(iii) October 20, 2011, being the twentieth (20 Trading Day immediately following the Second hikhent Date (the Third
Installment Date”); and (iv) the Maturity Date.

(iii) The term Pre-Installment Date (agided in the Note) is hereby deleted in its ekyiegnd replaced with the following:

“Pre-Installment Date” means each of the followuhates: (i) the Issuance Date, (ii) August 24, 2(the “Second Pre-
Installment Date”); (iii) September 22, 2011, beitige twentieth (20" ) Trading Day immediately following the Second Pre-
Installment Date (the “Third Pre-Installment Datedhd (iv) October 20, 2011, being the twentieth {9 Trading Day immediate
following the Third Pre-Installment Date.

The Holder hereby waives the following solely wigispect to itself under the Certificate of Desigprad:

Q) the Triggering Event (as definedtie Certificate of Designations) that would occureach Automatic Conversion Date
defined in the Certificate of Designations) only(i) Automatic Conversions (as defined in the @iegte of Designations) actually occur
each date set forth below as if the definition ot@matic Conversion Date read as follows:

“Automatic Conversion Date” means each of the fellgy dates: (i) August 22, 2011 (th&ifst Automatic Conversic
Date”), (ii) September 22, 2011, being the twerggend (22d) Trading Day immediately following the First Autatic Conversio
Date (the “Second Automatic Conversion Date”);) ({dctober 20, 2011, being the twentieth (2Q Trading Day immediate
following the Second Automatic Conversion Date (thkird Automatic Conversion Date”gnd (iv) November 17, 2011, being
twentieth (20h) Trading Day immediately following the Third Autatic Conversion Date.
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and (y) the Automatic Conversion Price (as defiimetthe Certificate of Designations) for the FiraitAmatic Conversion Date (i.e. August
2011) is treated as if it was equal to the lowefi)ahe Conversion Price (as defined in the Ciedife of Designations) then in effect and (ii)
the price which is equal to the product of (1) 7@tiplied by (2) the quotient of (A) the sum ofchieof the three (3) lowest Closing Bid
Prices (as defined in the Certificate of Designat)oof the Common Stock during the period commeanoimthe Trading Day immediately
following the Initial Issuance Date (as definedtie Certificate of Designations) and ending on Asidi9, 2011, divided by (B) three (3)
(appropriately adjusted for any stock split, stdokdend, stock combination or other similar trectgan during such period).

(2 the Triggering Event that would occon each Préutomatic Conversion Date (as defined in the Cedit o
Designations) only if Pré&wutomatic Conversion Shares (as defined in theif@ete of Designations) are actually deliveredhe Holder o
each date set forth below as if the definition m-Rutomatic Conversion Date read as follows:

“Pre-Automatic Conversion Datefieans each of the following dates: (i) the Initssuance Date, (ii) August 24, 2011 |

“Second Pre-Automatic Conversion Date”); (iii) Sapber 22, 2011, being the twentieth {2pTrading Day immediately followir

the Second Pre-Automatic Conversiobate (the “Third Pre-Automatic Conversion Datedpd (iv) October 20, 2011, being

twentieth (20h) Trading Day immediately following the Third Prasamatic ConversionDate.

In the ordinary course of business, there couldther potential claims and lawsuits brought by gaiast us. However, other than the above,
we are not a party to any material legal proceedimdjto our knowledge no such proceeding is cugrennhtemplated or pending.

ITEM 2. Unregistered Sales of Equity Securities andse of Proceeds
(&) Not Applicable.

(b) Not Applicable.

(c) Not Applicable.

ITEM 3. Defaults upon Senior Securities

(&) We previously disclosed information relating &fallts on our January 2011 Notes in the CurrepbRe@n Form 8-K that we filed
with the Securities and Exchange Commission on Mgy2011 and therefore we are not required to geosuch information herei

(b) Not applicable
ITEM 4. Removed and Reserved
ITEM 5. Other Information
(&) Not applicable

(b) Not applicable
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ITEM 6. EXHIBITS

(&) The following exhibits are filed as part ofgheport.

Exhibit
Number Documenti
3.1 Certificate of Incorporation of the Company, as adesl. (Incorporated by reference to Exhibit 3.th®Current Report on
Form &K filed on September 18, 200¢
3.2 Amended and restated Bylaws of the Company (Ingaipd by reference to Exhibit 3.1 to the Currenpdteon Form 8-K
filed on July 12, 2010.
31.1 Certification of Principal Executive Officer reqgaif by Rule 13-14/15¢-14(a) under the Exchange #
31.2 Certification of Principal Financial Officer Pursud@o Section 302 of the Sarba-Oxley Act of 2002
32.1 Certification of Principal Executive Officer Pursudo 18 U.S.C. Section 1350, as adopted pursoadéttion 906 of the
Sarbane-Oxley Act of 2002
32.2 Certification of Principal Financial Officer pursutato 18 U.S.C. Section 1350, as adopted pursoea®éttion 906 of the

Sarbane-Oxley Act of 2002
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Radient Pharmaceuticals Corporation
SIGNATURES

Pursuant to the requirements of the Secuitiehange Act of 1934, the Registrant has duly edukis report to be signed on its behalf by
the undersigned thereunto duly authorized.

RADIENT PHARMACEUTICALS CORPORATION
(Registrant

Date: August 15, 2011 By: /s/ Douglas C. MacLellan

Douglas C. MacLellan,
President and Chief Executive Offic

Date: August 15, 2011 By: /s/ Akio Ariura
Akio Ariura,
Chief Operating Officer,
Chief Financial Officer and Secretary
(Principal Financial Officer)
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Exhibit 31.1

CERTIFICATION

I, Douglas C. MacLellan, certify that:

1)

2)

3)

4)

b)

d)

5)

a)

b)

| have reviewed this Quarterly Report on Forr-Q of Radient Pharmaceuticals Corporati

Based on my knowledge, this report does notatorany untrue statement of a material fact ortdmstate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the peri
covered by this repor

Based on my knowledge, the financial statememid other financial information included in théport, fairly present in all material
respects the financial condition, results of operstand cash flows of the registrant as of, amgdtfe periods presented in this rep

The registrant’s other certifying officer(s)dahare responsible for establishing and maintgmiisclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)1%nd internal control over financial reportirag @efined in Exchange Act Rules
13e15(f) and 15-15(f)) for the registrant and hav

Designed such disclosure controls and proceduresused such disclosure controls and procedures tlesigned under our supervis
to ensure that material information relating to tlgistrant, including its condensed consolidatdsbiliaries, is made known to us by
others within those entities, particularly durihg tperiod in which this report is being prepal

Designed such internal control over financgdarting, or caused such internal control overrfaia reporting to be designed under our
supervision, to provide reasonable assurance reggitae reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generally@edeaccounting principle

Evaluated the effectiveness of the registradisslosure controls and procedures and presentisi report our conclusions about the
effectiveness of the disclosure controls and proees] as of the end of the period covered by #psnt based on such evaluation;

Disclosed in this report any change in theggnt's internal control over financial reportitigat occurred during the registrant’s most
recent fiscal quarter (the registrantourth fiscal quarter in the case of an annyabrg that has materially affected, or is reasopndikély
to materially affect, the registré s internal control over financial reporting; a

The registrant’s other certifying officer(s)dahhave disclosed, based on our most recent el@tuaf internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

All significant deficiencies and material weakges in the design or operation of internal cootrer financial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refptahcial information; an

Any fraud, whether or not material, that invedyunanagement or other employees who have a sigmifiole in the registrant’s internal
control over financial reporting

Date: August 15, 2011 /s/ Douglas C. MacLella

Douglas C. MacLellal
Chief Executive Officer
(Principal Executive Officer), Preside!




Exhibit 31.2

CERTIFICATION

I, Akio Ariura, certify that:

1)

2)

3)

4)

b)

d)

5)

a)

b)

| have reviewed this Quarterly Report on Forr-Q of Radient Pharmaceuticals Corporati

Based on my knowledge, this report does notatorany untrue statement of a material fact ortdmstate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the peri
covered by this repor

Based on my knowledge, the financial statememid other financial information included in théport, fairly present in all material
respects the financial condition, results of operstand cash flows of the registrant as of, amgdtfe periods presented in this rep

The registrant’s other certifying officer(s)dahare responsible for establishing and maintgmiisclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)1%nd internal control over financial reportirag @efined in Exchange Act Rules
13e15(f) and 15-15(f)) for the registrant and hav

Designed such disclosure controls and proceduresused such disclosure controls and procedures tlesigned under our supervis
to ensure that material information relating to tlgistrant, including its condensed consolidatdsbiliaries, is made known to us by
others within those entities, particularly durihg tperiod in which this report is being prepal

Designed such internal control over financgdarting, or caused such internal control overrfaia reporting to be designed under our
supervision, to provide reasonable assurance reggitae reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generally@edeaccounting principle

Evaluated the effectiveness of the registradisslosure controls and procedures and presentisi report our conclusions about the
effectiveness of the disclosure controls and proees] as of the end of the period covered by #psnt based on such evaluation;

Disclosed in this report any change in theggnt's internal control over financial reportitigat occurred during the registrant’s most
recent fiscal quarter (the registrantourth fiscal quarter in the case of an annyabrg that has materially affected, or is reasopndikély
to materially affect, the registré s internal control over financial reporting; a

The registrant’s other certifying officer(s)dahhave disclosed, based on our most recent el@tuaf internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

All significant deficiencies and material weakges in the design or operation of internal cootrer financial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refptahcial information; an

Any fraud, whether or not material, that invedyunanagement or other employees who have a sigmifiole in the registrant’s internal
control over financial reporting

Date: August 15, 2011 /s/ 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 Quarterly Report of RadiBttarmaceuticals Corporation (the “Company”) on FAOQ for the six months endi
June 30, 2011, as filed with the Securities andhrge Commission on the date hereof (the “Repdritfouglas C. MacLellan, Chi
Executive Officer and President of the Companytifgeto the best of my knowledge, pursuant to 18.\C. Section 1350, as adopted purs
to Section 906 of the Sarbanes-Oxley Act of 200at:t

1) The Report fully complies with the requirementsSefiction 13(a) or 15(d) of the Securities Exchangeoh1934; anc

2) The information contained in the Report fairly mets, in all material respects, the financial ctodiand results of operatic
of the Company for the periods presen

Date: August 15, 2011 /s/ Douglas C. MacLella
Douglas C. MacLellal
Chief Executive Officer, Preside




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 Quarterly Report of RadiBttarmaceuticals Corporation (the “Company”) on FAOQ for the six months endi
June 30, 2011, as filed with the Securities andhBrge Commission on the date hereof (the “Repadrt’Akio Ariura, Chief Operatin
Officer and Chief Financial Officer of the Compargrtify, to the best of my knowledge, pursuantl&U.S.C. Section 1350, as adoj
pursuant to Section 906 of the Sarbanes-Oxley A2002, that:

1) The Report fully complies with the requirementsSefiction 13(a) or 15(d) of the Securities Exchangeoh1934; anc

2) The information contained in the Reportlfapresents, in all material respects, the finadmiadition and results of operations of the
Company for the periods present

Date: August 15, 2011 /s/ Akio Ariura
Akio Ariura
Chief Operating Officer,
Chief Financial Office






