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PART I. FINANCIAL INFORMATION

 
ITEM 1. CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
 

AETHLON MEDICAL, INC. AND SUBSIDIARY
CONDENSED CONSOLIDATED BALANCE SHEETS

 

  
June 30, 

2013   
March 31, 

2013  
  (Unaudited)     
ASSETS         
Current assets         

Cash  $ 31,653  $ 125,274 
Accounts receivable   –   208,781 
Deferred financing costs   –   863 
Prepaid expenses and other current assets   33,852   29,602 

Total current assets   65,505   364,520 
         
Property and equipment, net   –   145 
Patents and patents pending, net   119,362   121,653 
Deposits   10,376   10,376 

Total assets  $ 195,243  $ 496,694 
         
LIABILITIES AND STOCKHOLDERS' DEFICIT         
         
Current Liabilities         

Accounts payable  $ 972,420  $ 822,832 
Due to related parties   798,778   736,070 
Notes payable   235,296   321,381 
Convertible notes payable, net of discounts   2,260,164   2,367,631 
Derivative liabilities   2,886,257   3,588,239 
Accrued liquidated damages   437,800   437,800 
Other current liabilities   1,424,786   1,367,185 

Total current liabilities   9,015,501   9,641,138 
         
Commitments and Contingencies (Note 13)         
         
Stockholders' Deficit         

Common stock, par value $0.001 per share; 500,000,000 shares authorized as of June 30, 2013 and March 31,
2013; 182,552,460 and 173,674,201 shares issued and outstanding as of June 30, 2013 and March 31, 2013,
respectively   182,555   173,685 

Additional paid-in capital   52,776,011   52,157,196 

Accumulated deficit   (61,778,824)   (61,475,325)
Total stockholders’ deficit   (8,820,258)   (9,144,444)
Total liabilities and stockholders' deficit  $ 195,243  $ 496,694 

 
 

See accompanying notes.
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AETHLON MEDICAL, INC. AND SUBSIDIARY

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
For the Three Months Ended June 30, 2013 and 2012

(Unaudited)
 

  

Three Months 
Ended 

June 30, 
2013   

Three Months 
Ended 

June 30, 
2012  

REVENUES         
         

Government contract revenue  $ 195,596  $ 216,747 
         
OPERATING EXPENSES         
         

Professional fees   324,070   477,121 
Payroll and related   458,631   554,095 
General and administrative   196,693   176,337 

Total operating expenses   979,394   1,207,553 
OPERATING LOSS   (783,798)   (990,806)
         
OTHER EXPENSE (INCOME)         

Gain on change in fair value of derivative liability   (609,125)   (687,600)
Interest and other debt expenses   106,096   688,645 
Interest income   (60)   (45)
Loss on settlement of notes   22,789   24,978 

Total other (income) expense   (480,300)   25,978 
NET LOSS  $ (303,498)  $ (1,016,784)
         
BASIC AND DILUTED LOSS PER COMMON SHARE  $ (0.00)  $ (0.01)
WEIGHTED AVERAGE NUMBER OF COMMON SHARES  OUTSTANDING –

BASIC AND DILUTED   176,221,634   126,315,501 
 
 

See accompanying notes.
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AETHLON MEDICAL, INC. AND SUBSIDIARY

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
For the Three Months Ended June 30, 2013 and 2012

(Unaudited)
 

  

Three Months 
Ended 

June 30, 
2013   

Three Months 
Ended 

June 30, 
2012  

Cash flows from operating activities:         
Net loss  $ (303,498)  $ (1,016,784)
Adjustments to reconcile net loss to net cash used in operating activities:         

Depreciation and amortization   2,436   2,752 
Stock based compensation   115,788   169,299 
Non cash interest expense   –   11,846 
Fair market value of common stock, warrants and options issued for services   21,750   124,182 
Change in fair value of derivative liabilities   (609,125)   (687,600)
Loss on settlement of note   22,789   24,978 
Amortization of debt discount and deferred financing costs   2,896   484,223 

Changes in operating assets and liabilities:         
Accounts receivable   208,781   400,114 
Prepaid expenses and other current assets   (4,250)   (32,851)
Accounts payable and other current liabilities   258,104   209,602 
Due to related parties   62,708   (10,000)

Net cash used in operating activities   (221,621)   (320,239)
         
Cash flows from investing activities:   –   – 

Purchases of property and equipment   –   – 
Net cash used in investing activities   –   – 

         
Cash flows from financing activities:         

Principal repayments of notes payable   –   (29,610)
Proceeds from the issuance of common stock   128,000   802,000 
Net cash provided by financing activities   128,000   772,390 

         
Net (decrease) increase in cash   (93,621)   452,151 
         

Cash at beginning of period   125,274   143,907 
         
Cash at end of period  $ 31,653  $ 596,058 

 
 

See accompanying notes.
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AETHLON MEDICAL, INC. AND SUBSIDIARY

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (CONTINUED)
For the Three Months Ended June 30, 2013 and 2012

(Unaudited)
  

  

Three Months 
Ended 

June 30, 
2013   

Three Months 
Ended 

June 30, 
2012  

Supplemental disclosures of cash flow information:         
         
Cash paid during the period for:         
         

Interest  $ –  $ 2,821 
         

Income taxes  $ –  $ – 
         
Supplemental disclosures of non-cash investing and financing activities:         
         

Debt and accrued interest converted to common stock   246,500   767,467 
         

Reclassification of accounts payable to convertible note payable   47,000   – 
         

Reclassification of note payable to convertible note payable   –   75,000 
         

Reclassification of warrant derivative liability into equity   92,857   26,543 
 
 

See accompanying notes.
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AETHLON MEDICAL, INC. AND SUBSIDIARY

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)
June 30, 2013

 
NOTE 1. NATURE OF BUSINESS AND BASIS OF PRESENTATION

 
Aethlon Medical, Inc. ("Aethlon", the "Company", "we" or "us") is a medical device company focused on creating innovative devices that address unmet medical needs in
cancer, infectious disease and other life-threatening conditions. At the core of our developments is the Aethlon ADAPT™ (Adaptive Dialysis-Like Affinity Platform
Technology) system, a medical device platform that converges single or multiple affinity drug agents with advanced plasma membrane technology to create therapeutic
filtration devices that selectively remove harmful particles from the entire circulatory system without loss of essential blood components. On June 25, 2013, the United States
Food and Drug Administration (FDA) approved an Investigational Device Exemption (IDE) that allows us to initiate human feasibility studies of the Aethlon Hemopurifier® in
the United States. Under the feasibility study protocol, we will enroll ten end-stage renal disease patients who are infected with the Hepatitis C virus (HCV) to demonstrate the
safety of Hemopurifier therapy. Successful completion of this study will allow us the opportunity to initiate pivotal studies that are required for market clearance to treat HCV
and other disease conditions in the United States.
 
Successful outcomes of human trials will also be required by the regulatory agencies of certain foreign countries where we intend to sell this device. Some of our patents may
expire before FDA approval or approval in a foreign country, if any, is obtained. However, we believe that certain patent applications and/or other patents issued more recently
will help protect the proprietary nature of the Hemopurifier(R) treatment technology.
 
Our common stock is quoted on the Over-the-Counter Bulletin Board administered by the Financial Industry Regulatory Authority ("OTCBB") under the symbol "AEMD.OB."

 
The accompanying unaudited condensed consolidated financial statements have been prepared in accordance with Generally Accepted Accounting Principles in the United
States of America (“GAAP”) for interim financial information and with the instructions to Form 10-Q and applicable sections of Regulation S-X. Accordingly, they do not
include all of the information and footnotes required by GAAP for complete financial statements. In the opinion of management, all adjustments necessary to make the financial
statements not misleading have been included. The condensed consolidated balance sheet as of March 31, 2013 was derived from our audited financial statements. Operating
results for the three months ended June 30, 2013 are not necessarily indicative of the results that may be expected for the year ending March 31, 2014. For further information,
refer to our Annual Report on Form 10-K for the year ended March 31, 2013, which includes audited financial statements and footnotes as of March 31, 2013 and for the years
ended March 31, 2013 and 2012.

 
NOTE 2. LIQUIDITY

 
The accompanying unaudited condensed consolidated financial statements have been prepared on a going concern basis, which contemplates, among other things, the
realization of assets and the satisfaction of liabilities in the ordinary course of business. We have experienced continuing losses from operations, are in default on certain debt,
have negative working capital of approximately $8,950,000, recurring losses from operations and an accumulated deficit of approximately $61,779,000 at June 30, 2013, which
among other matters, raises significant doubt about our ability to continue as a going concern. We have not generated significant revenue or any profit from operations since
inception. A significant amount of additional capital will be necessary to advance the development of our products to the point at which they may become commercially viable.
We intend to fund operations, working capital and other cash requirements (consisting of accounts payable, accrued liabilities, amounts due to related parties and amounts due
under various notes payable) for the fiscal year ending March 31, 2014 through debt and/or equity financing arrangements as well as through the receipts under our original
DARPA contract and the related subcontract with Battelle (See Note 12).
 
We are currently addressing our liquidity issue by seeking additional investment capital through private placements of common stock and debt and by applying for additional
grants issued by government agencies in the United States.
 
We recently signed an agreement with a broker-dealer to raise operating capital to cover near term operating requirements and the expected costs of our US safety trial. The
agreement also calls for the broker-dealer to raise additional working capital in a larger transaction for future growth initiatives (see note 2). Any securities offered will not be
registered under the Securities Act and may not be offered or sold in the United States absent registration or an applicable exemption from registration requirements. The
engagement agreement is on a best efforts basis and there can be no assurance that the broker-dealer can raise working capital for us on acceptable terms or at all.
 
We believe that our cash on hand and funds expected to be received from additional private investment and/or government grants will be sufficient to meet our liquidity needs
for fiscal 2014. However, no assurance can be given that we will receive any funds in addition to the funds we have received to date.
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The unaudited condensed consolidated financial statements do not include any adjustments relating to the recoverability of assets that might be necessary should we be unable
to continue as a going concern.

 
NOTE 3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

 
The summary of our significant accounting policies presented below is designed to assist the reader in understanding our condensed consolidated financial statements. Such
financial statements and related notes are the representations of our management, who are responsible for their integrity and objectivity. These accounting policies conform to
GAAP in all material respects, and have been consistently applied in preparing the accompanying condensed consolidated financial statements.

 
PRINCIPLES OF CONSOLIDATION

 
The accompanying condensed consolidated financial statements include the accounts of Aethlon Medical, Inc. and its wholly-owned subsidiary, Exosome Sciences, Inc.
(collectively hereinafter referred to as the "Company" or "Aethlon").  There exist no material intercompany transactions or balances between Aethlon and its subsidiary.

 
LOSS PER COMMON SHARE

 
Basic loss per common share is computed by dividing net loss available to common stockholders by the weighted average number of common shares assumed to be outstanding
during the period of computation. Diluted loss per common share is computed similar to basic loss per share except that the denominator is increased to include the number of
additional common shares that would have been outstanding if the potential common shares had been issued, and if the additional common shares were dilutive. As we had net
losses for all periods presented, basic and diluted loss per common share are the same, since additional potential common shares have been excluded as their effect would be
antidilutive.

 
The potentially dilutive common shares outstanding for the quarters ended June 30, 2013 and 2012, which include common shares underlying outstanding stock options,
warrants and convertible debentures, were 138,279,424 and 135,921,754, respectively.

 
PATENTS

 
We capitalize the cost of patents, some of which were acquired, and amortize such costs over the estimated useful life, upon issuance of the patent.

 
RESEARCH AND DEVELOPMENT EXPENSES

 
We incurred research and development expenses during the three month periods ended June 30, 2013 and 2012, which are included in various operating expense line items in
the accompanying condensed consolidated statements of operations. Our research and development expenses in those periods were as follows:

 
  June 30,   June 30,  
  2013   2012  
Three months ended  $ 337,920  $ 291,866 
         
FAIR VALUE OF FINANCIAL INSTRUMENTS

 
The fair value of certain convertible notes and related warrants at June 30, 2013 and March 31, 2013 are $2,886,257 and $3,588,239, respectively, based upon a third party
valuation report that we commissioned. Warrants classified as derivative liabilities are reported at their estimated fair value, with changes in fair value being reported in current
period results of operations.

 
EQUITY INSTRUMENTS FOR SERVICES PROVIDED BY PARTIES OTHER THAN EMPLOYEES

 
We account for transactions involving goods and services provided by third parties where we issue equity instruments as part of the total consideration using the fair value of the
consideration received (i.e., the value of the goods or services) or the fair value of the equity instruments issued, whichever is more reliably measurable.

 
In transactions, when the value of the goods and/or services is not readily determinable and (1) the fair value of the equity instruments is more reliably measurable and (2) the
counterparty receives equity instruments in full or partial settlement of the transactions, we use the following methodology:
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(a)   For transactions where goods have already been delivered or services rendered, the equity instruments are issued on or about the date the performance is complete (and
valued on the date of issuance).
(b)   For transactions where the instruments are issued on a fully vested, non-forfeitable basis, the equity instruments are valued on or about the date of the contract.
(c)   For any transactions not meeting the criteria in (a) or (b) above, we re-measure the consideration at each reporting date based on its then current stock value.

 
IMPAIRMENT OR DISPOSAL OF LONG-LIVED ASSETS

 
We review our long-lived assets for impairment whenever events or changes in circumstances indicate that their carrying amounts may not be recoverable. If the cost basis of a
long-lived asset is greater than the projected future undiscounted net cash flows from such asset (excluding interest), an impairment loss is recognized. Impairment losses are
calculated as the difference between the cost basis of an asset and its estimated fair value. We believe that no impairment occurred at or during the three months ended June 30,
2013 and 2012.

 
BENEFICIAL CONVERSION FEATURE OF CONVERTIBLE NOTES PAYABLE

 
The convertible feature of certain notes payable provides for a rate of conversion that is below the market value of our common stock. Such feature is normally characterized as
a "Beneficial Conversion Feature" ("BCF"). We record the estimated fair value of the BCF, when applicable, in the condensed consolidated financial statements as a discount
from the face amount of the notes. Such discounts are accreted to interest expense over the term of the notes using the effective interest method.

 
DERIVATIVE LIABILITIES AND CLASSIFICATION

 
We evaluate free-standing derivative instruments (or embedded derivatives) to properly classify such instruments within equity or as liabilities in our financial statements. Our
policy is to settle instruments indexed to our common shares on a first-in-first-out basis.

 
The classification of a derivative instrument is reassessed at each balance sheet date. If the classification changes as a result of events during a reporting period, the instrument is
reclassified as of the date of the event that caused the reclassification. There is no limit on the number of times a contract may be reclassified.

 
On April 1, 2009 we adopted new guidance, as codified in Financial Accounting Standards Board ("FASB") Accounting Standards Codification ("ASC") 815-40, Derivatives
and Hedging, Accounting for Derivative Financial Instruments Indexed to, and Potentially Settled in, a Company’s Own Stock (previously EITF 07-5), that requires us to apply
a two-step model in determining whether a financial instrument or an embedded feature is indexed to our own stock and thus enables it to qualify for equity classification. We
have identified several convertible debt or warrant agreements in which the embedded conversion feature or exercise price contains certain provisions that may result in an
adjustment of the conversion or exercise price, which results in the failure of the these instruments to be considered to be indexed to our stock. Accordingly, under this guidance,
we are required to record the estimated fair value of these instruments as derivative liabilities (see Note 9).

 
We re-measure the estimated fair value of derivative liabilities at each reporting period and record changes in fair value in other expense (income) in the current statement of
operations.

 
REGISTRATION PAYMENT ARRANGEMENTS

 
We account for contingent obligations to make future payments or otherwise transfer consideration under a registration payment arrangement separately from any related
financing transaction agreements, and any such contingent obligations are recognized only when it is determined that it is probable that the Company will become obligated for
future payments and the amount, or range of amounts, of such future payments can be reasonably estimated (see Note 7).

 
STOCK-BASED COMPENSATION

 
Employee stock options and rights to purchase shares under stock participation plans are accounted for under the fair value method. Accordingly, share-based compensation is
measured when all granting activities have been completed, generally the grant date, based on the fair value of the award. The exercise price of options is generally equal to the
market price of the Company's common stock (defined as the closing price as quoted on the OTCBB) on the date of grant. Compensation cost recognized by the Company
includes (a) compensation cost for all equity incentive awards granted prior to, but not yet vested as of April 1, 2006, based on the grant-date fair value estimated in accordance
with the original provisions of the then current accounting standards, and (b) compensation cost for all equity incentive awards granted subsequent to April 1, 2006, based on the
grant-date fair value estimated in accordance with the provisions of subsequent accounting standards. We use a Binomial Lattice option pricing model for estimating fair value
of options granted (see Note 10).
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INCOME TAXES
 

Deferred tax assets and liabilities are recognized for the future tax consequences attributable to the difference between the consolidated financial statements and their respective
tax basis. Deferred income taxes reflect the net tax effects of (a) temporary differences between the carrying amounts of assets and liabilities for financial reporting purposes
and the amounts reported for income tax purposes, and (b) tax credit carryforwards. We record a valuation allowance for deferred tax assets when, based on our best estimate of
taxable income (if any) in the foreseeable future, it is more likely than not that some portion of the deferred tax assets may not be realized.

 
SIGNIFICANT RECENT ACCOUNTING PRONOUNCEMENTS

 
There were no recent accounting pronouncements issued by the FASB (including its Emerging Issues Task Force), the American Institute of Certified Public Accountants, or the
Securities and Exchange Commission during the three months ended June 30, 2013 or that were issued in prior periods but do not become effective until future periods that in
the opinion of management had, or are expected to have a material impact on our present or future consolidated financial statements.

 
NOTE 4. NOTES PAYABLE

 
Notes payable consist of the following:

 
  June 30, 2013   March 31, 2013  

  Principal Balance   Accrued Interest   Principal Balance   Accrued Interest  
12% Notes payable, past due  $ 185,000  $ 333,000  $ 185,000  $ 326,062 
10% Note payable, past due   5,000   6,000   5,000   5,875 
Tonaquint Note   45,296   543   131,381   1,629 

Total  $ 235,296  $ 339,543  $ 321,381  $ 333,566 
 

During the three month periods ended June 30, 2013 and 2012, we recorded interest expense of $9,891 and $13,029, respectively, related to the contractual interest rates of our
notes payable.

 
12% NOTES

 
From August 1999 through May 2005, we entered into various borrowing arrangements for the issuance of notes payable from private placement offerings (the "12% Notes").
On April 21, 2010, a holder of $100,000 of the 12% Notes converted his principal balance and $71,758 of accrued interest into 687,033 shares of common stock at an agreed
conversion price of $0.25 per share. We incurred a loss upon this conversion of $68,703 since the closing price of our common stock was $0.35 at the date of conversion. At
June 30, 2013, the 12% Notes were past due, in default, and bearing interest at the default rate of 15%.

 
10% NOTES

 
At June 30, 2013, one 10% Note in the amount of $5,000, which is past due and in default, remained outstanding and it bears interest at the default rate of 15%.

 
Management's plans to satisfy the remaining outstanding balance on these 12% and 10% Notes include converting the notes to common stock at market value or repayment with
available funds.

 
TONAQUINT NOTE

 
On June 28, 2011, in conjunction with our satisfying all balances owed under a convertible note, we entered into a Termination Agreement with Tonaquint, Inc. under which
both parties agreed that in consideration of the termination of a warrant, the waiving of all fees, penalties, the creation of the selling program and other factors, we agreed to
issue an unsecured non-convertible promissory note (the "New Note") in the principal amount of $360,186, which provides for annual interest at a rate of 6%, payable monthly
in either cash or our stock, at our option. The New Note originally had a maturity date of April 30, 2012.  
 
We subsequently extended the note initially to July 31, 2012 and then to July 31, 2013 and subsequently to August 31, 2013 (see Note 14) and converted $236,305 of the
principal of the note into common stock (see Note 6). We also recorded into principal $7,500 of the lender’s legal fees related to documentation of the extension agreement.
During the three months ended June 30, 2013, we recorded a loss on conversion of $22,789 on those partial conversions.
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NOTE 5. CONVERTIBLE NOTES PAYABLE
 

Convertible notes payable consist of the following at June 30, 2013:
 

  Principal   
Unamortized 

Discount   
Net 

Amount   
Accrued 
Interest  

                 
Amended and Restated Series A 12% Convertible Notes, past due  $ 885,000  $ –  $ 885,000  $ 442,500 
December 2006 10% Convertible Notes, past due   17,000   –   17,000   16,525 
2008 10% Convertible Notes, past due   25,000   –   25,000   16,354 
October & November 2009 10% Convertible Notes, past due   50,000   –   50,000   21,722 
April 2010 10% Convertible Note   75,000   (2,251)   72,749   25,823 
September 2010 10% Convertible Notes, past due   308,100   –   308,100   63,946 
April 2011 10% Convertible Notes, past due   400,400   –   400,400   115,115 
July and August 2011 10% Convertible Notes, $257,656 past due   357,655   –   357,655   80,867 
September 2011 Convertible Notes, past due   22,260   –   22,260   – 
Law Firm Note Number 1   75,000   –   75,000   4,792 
Law Firm Note Number 2   47,000   –   47,000   170 
Total – Convertible Notes  $ 2,262,415  $ (2,251)  $ 2,260,164  $ 787,814 

 
All of the convertible notes payable in the above table are presently past due or will be due within one year of the June 30, 2013 balance sheet date. As a result, we expect to
amortize all of the remaining discounts during the fiscal year ending March 31, 2014.

 
During the three months ended June 30, 2013, we recorded interest expense of $89,260 related to the contractual interest rates of our convertible notes and interest expense of
$2,033 related to the amortization of debt discounts on the convertible notes for a total of $91,293.

 
Convertible notes payable consisted of the following at March 31, 2013:
 

  Principal   
Unamortized 

Discount   
Net 

Amount   
Accrued 
Interest  

             
Amended and Restated Series A 12% Convertible Notes, past due  $ 885,000  $ –  $ 885,000  $ 398,250 
2008 10% Convertible Notes, past due   25,000   –   25,000   15,417 
December 2006 10% Convertible Notes, past due   17,000   –   17,000   15,888 
October & November 2009 10% Convertible Notes   50,000   (389)   49,611   20,000 
April 2010 10% Convertible Note   75,000   (3,895)   71,105   23,938 
September 2010 10% Convertible Notes, past due   308,100   –   308,100   52,393 
April 2011 10% Convertible Notes, past due   400,400   –   400,400   100,100 
July and August 2011 10% Convertible Notes, $257,656 past due   357,655   –   357,655   68,704 
September 2011 Convertible Notes, past due   178,760   –   178,760   – 
Law Firm Note   75,000   –   75,000   3,854 

Total – Convertible Notes  $ 2,371,915  $ (4,284)  $ 2,367,631  $ 698,544 

 
AMENDED AND RESTATED SERIES A 12% CONVERTIBLE NOTES
 
In June 2010, we entered into Amended and Restated 12% Series A Convertible Promissory Notes (the "Amended and Restated Notes") with the holders of certain promissory
notes previously issued by the Company (“Amended Series A 10% Convertible Notes” or the "Prior Notes"), and all amendments to the Prior Notes.

 
The Amended and Restated Notes, in the principal amount of $900,000 matured on December 31, 2010. In connection with the restructuring we paid $54,001 of accrued and
default interest through the date of the restructuring, liquidated damages of $205,000 and $54,003 of prepaid interest through the expiration date in the aggregate amount of
$313,004 through the issuance of units ("Units") at a fixed rate of $0.20 per Unit, each Unit consisting of one share of our common stock and one common stock purchase
warrant to purchase one share of our common stock at a fixed exercise price of $0.20 per share as prescribed in the Amended and Restated Note Agreement.  The noteholders
have antidilution price protection on the Amended and Restated Notes.
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In addition to the extension of the expiration date of the Amended and Restated Notes to December 31, 2010, we agreed to increase the annual interest rate from ten percent to
twelve percent. We also agreed to change the exercise prices on all of the warrants held by the noteholders to $0.20 per share, to change certain formerly contingent warrants to
non-contingent warrants and to extend the expiration date of their warrants to February 2016.

 
As of December 31, 2010, the Amended and Restated Notes matured and as of March 31, 2013 remain in default. We are accruing interest at the revised default rate of 20%
following the expiration date of December 31, 2010.

 
During the fiscal year ended March 31, 2013, the holders of $15,000 of the Amended and Restated Notes converted their principal and related accrued interest into common
stock per the conversion formula.

 
We have begun discussions with the noteholders regarding an extension to the notes but there can be no assurance that we will be able to do so on terms that we deem
acceptable or at all.  We are recording interest at the default rate of 20%.
 
DECEMBER 2006 10% CONVERTIBLE NOTES

 
At June 30, 2013, one note representing $17,000 of the December 2006 10% Notes remained outstanding and in default. This note is convertible into our common stock at
$0.17 per share. We are recording interest at the default rate of 15%.
 
2008 10% CONVERTIBLE NOTES
 
One 2008 10% Convertible Note in the amount of $25,000 which matured in January 2010 remained outstanding at June 30, 2013. This note is convertible into our common
stock at $0.50 per share. We are recording interest at the default rate of 15%.

 
OCTOBER & NOVEMBER 2009 10% CONVERTIBLE NOTES

 
In October and November 2009, we raised $430,000 from the sale to accredited investors of 10% convertible notes ("October & November 2009 10% Convertible Notes"). The
October & November 2009 10% Convertible Notes matured at various dates between April 2011 and May 2011 and are convertible into our common stock at a
fixed conversion price of $0.25 per share prior to maturity. The investors also received matching three year warrants to purchase unregistered shares of our common stock at a
price of $0.25 per share.  We measured the fair value of the warrants and the beneficial conversion feature of the notes and recorded a 100% discount against the principal of the
notes. We are amortizing this discount using the effective interest method over the term of the notes.

 
Deferred financing costs of $20,250 incurred in connection with this financing were issued in the form of a convertible note with warrants on the same terms as those received
by the investors.  We capitalized the $20,250 of deferred financing costs and amortized them over the term of the notes using the effective interest method.

 
Prior to March 31, 2012, $355,000 of the October and November 2009 financing had been converted to common stock. On March 31, 2012, we agreed to extend the expiration
date and to change the exercise price of certain warrants of one of the note holders by two years in exchange for the extension of $50,000 of the October & November 2009 10%
Convertible Notes and the $75,000 April 2010 10% Convertible Note (see below) by that same two year period.  We recorded a charge of $77,265 relating to this modification.
 
In July 2012, we issued 461,409 shares of common stock to the holder of the $25,000 note in exchange for the value of the principal and related accrued interest of $8,000 under
the same terms that we used to sell units consisting of one share of common stock and one-half of a stock purchase warrant on June 29, 2012 (see Note 6). The 461,409 share
issuance was priced based on 80% of the trailing five day average before issuance to be consistent with the equity unit structure. As part of that structure, the noteholder also
received seven year warrants to purchase 230,705 share of common stock at a price of $0.107 per share. The $16,149 value of the warrant was calculated using the binomial
lattice valuation methodology. We recorded a loss on conversion of $45,796 on the conversions in the quarter ended September 30, 2012.

 
We are recording interest at the default rate of 15%.   

 
APRIL 2010 10% CONVERTIBLE NOTE

 
In April 2010, we raised $75,000 from the sale to an accredited investor of a 10% convertible note. The convertible note matured in October 2011 and is convertible into our
common stock at a fixed conversion price of $0.25 per share prior to maturity. The investor also received three year warrants to purchase 300,000 unregistered shares of our
common stock at a price of $0.25 per share.
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We measured the fair value of the warrants and the beneficial conversion feature of the notes and recorded a 100% discount against the principal of the notes. We amortized this
discount using the effective interest method over the term of the note.

 
On March 31, 2012, we agreed to extend the expiration date and to change the exercise price of certain warrants of the note holder by two years in exchange for his extension of
$50,000 of the October & November 2009 10% Convertible Notes and the $75,000 April 2010 10% Convertible Note by that same two year period.  We recorded a charge of
$77,265 relating to this modification in the quarter ended March 31, 2012.

 
SEPTEMBER 2010 10% CONVERTIBLE NOTES

 
On September 3, 2010, we entered into a Subscription Agreement with three accredited investors (the “Purchasers”) providing for the issuance and sale of convertible
promissory notes and corresponding warrants in the aggregate principal amount of $1,430,000. The initial closing under the Subscription Agreement resulted in the issuance and
sale of (i) convertible promissory notes in the aggregate principal amount of $743,600, (ii) five-year warrants to purchase an aggregate of 3,718,000 shares of our common
stock at an exercise price of $0.31125 per share, and (iii) five-year warrants to purchase an aggregate of 3,718,000 shares of our common stock at an exercise price of $0.43575
per share. The convertible promissory notes bear interest compounded monthly at the annual rate of ten percent (10%) and matured on September 3, 2011. The aggregate gross
cash proceeds were $650,000, the balance of the principal amount representing a due diligence fee and an original issuance discount. The convertible promissory notes are
convertible at the option of the holders into shares of our common stock at a price per share equal to eighty percent (80%) of the average of the three lowest closing bid prices of
the common stock as reported by Bloomberg L.P. for the principal market on which the common stock trades or is quoted for the ten (10) trading days preceding the proposed
conversion date. Subject to adjustment as described in the notes, the conversion price may not be more than $0.30 nor less than $0.20. There are no registration requirements
with respect to the shares of common stock underlying the notes or the warrants.

 
There were no conversions on the September 2010 10% Convertible Notes during the three months ended June 30, 2013. We are recording interest at the default rate of 15%.
 
APRIL 2011 10% CONVERTIBLE NOTES

 
In April 2011, we entered into a Subscription Agreement with two accredited investors (the “Purchasers”) providing for the issuance and sale of convertible promissory notes
and corresponding warrants in the aggregate principal amount of $385,000. The closing under the Subscription Agreement resulted in the issuance and sale by us of (i)
convertible promissory notes in the aggregate principal amount of $385,000, (ii) five-year warrants to purchase an aggregate of 4,004,000 shares of our common stock at an
exercise price of $0.125 per share, and (iii) five-year warrants to purchase an aggregate of 4,004,000 shares of our common stock at an exercise price of $0.175 per share. The
convertible promissory notes bear interest compounded monthly at the annual rate of ten percent (10%) and matured on April 1, 2012.  The aggregate gross cash proceeds to us
were $350,000, the balance of the principal amount representing a due diligence fee and an original issuance discount. The convertible promissory notes are convertible at the
option of the holders into shares of our common stock at a price per share equal to eighty percent (80%) of the average of the three lowest closing bid prices of the common
stock as reported by Bloomberg L.P. for the principal market on which the common stock trades or is quoted for the ten (10) trading days preceding the proposed conversion
date. Subject to adjustment as described in the notes, the conversion price may not be more than $0.20 nor less than $0.10. There are no registration requirements with respect to
the shares of common stock underlying the notes or the warrants.

 
In addition, we issued (i) five-year warrants to purchase an aggregate of 812,500 shares of our common stock at an exercise price of $0.125 per share, and (ii) five-year
warrants to purchase an aggregate of 812,500 shares of our common stock at an exercise price of $0.175 per share to the Purchasers. These warrants were issued as an
antidilution adjustment under certain common stock purchase warrants held by the Purchasers that were acquired from us in September 2010.

 
We are recording interest at the default rate of 15%.
 
JULY & AUGUST 2011 10% CONVERTIBLE NOTES

 
During the three months ended September 30, 2011, we raised $357,656 in 10% convertible notes.  Those notes had a fixed conversion price of $0.09 per share and carried an
interest rate of 10%.  The convertible notes matured in July and August 2012.  We also issued those investors five year warrants to purchase 3,973,957 shares of common stock
at $0.125 per share.

 
We measured the fair value of the warrants and the beneficial conversion feature of the notes and recorded a $257,926 discount against the principal of the notes. We amortized
this discount using the effective interest method over the term of the note.

 
Effective July 14, 2012, holders of three notes totaling $100,000 agreed to extend the expiration date of their notes to July 13, 2013. Subsequent to June 30, 2013, the holders
of the three notes agreed to extend their notes to July 16, 2014.
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At June 30, 2013, the outstanding principal balance was $357,655, of which $257,655 was in default. Following the expiration of the maturity dates on the $257,655 of notes
that are now in default, we began to accrue interest at the default interest rate of 15%.
 
SEPTEMBER 2011 CONVERTIBLE NOTES

 
On September 23, 2011, we entered into a Subscription Agreement with two accredited investors (the “Purchasers”) providing for the issuance and sale of convertible
promissory notes and corresponding warrants in the aggregate principal amount of $253,760. The warrants carried a five-year term to purchase an aggregate of 3,625,143 shares
of our common stock at an exercise price of $0.10 per share. The convertible promissory notes do not bear an interest rate and mature on September 23, 2012. The aggregate
net cash proceeds to us were $175,000, the balance of the principal amount representing a due diligence fee and an original issuance discount. The convertible promissory notes
are convertible at the option of the holders into shares of our common stock at a price per share equal to $0.07. Subject to adjustments as described in the notes, the conversion
price may not be more than $0.07. There are no registration requirements with respect to the shares of common stock underlying the notes or the warrants.

 
We measured the fair value of the warrants and the beneficial conversion feature of the notes and recorded a $168,804 discount against the principal of the notes. We amortized
this discount using the effective interest method over the term of the note.

 
The following conversions of the September 2011 Convertible Notes have taken place during the fiscal years ended March 31, 2013 and 2012:

 

  
Fiscal Year Ended 

March 31, 2013   
Fiscal Year Ended 

March 31, 2012  
Principal converted  $ 60,000  $ 15,000 
         
During the three months ended June 30, 2013, $156,500 of the September 2011 Convertible Notes were converted into our common stock per the conversion formulae in the
notes.
 
At June 30, 2013, the outstanding principal balance was in default and there was no accrued interest as these notes do not bear interest.
 
LAW FIRM NOTE NUMBER 1

 
On March 22, 2012, we entered into a Promissory Note with our corporate law firm for the amount of $75,000, which represented the majority of the amount we owed to that
firm. The Promissory Note originally had a maturity date of December 31, 2012 and bears interest at five percent per annum. The note is convertible at the option of the holder
into shares of our common stock at a 10% discount to the market price of the common stock on the date prior to conversion with a floor price on such conversions of $0.08 per
share.  This ability of the holder to convert became exercisable upon the amendment of the Articles of Incorporation increasing the authorized shares of our common stock to a
number greater than 250,000,000. As that increase in the authorized number of shares of our common stock was approved by our stockholders at a Special Stockholders
Meeting on June 4, 2012, this note was reclassified to a convertible note as of June 30, 2012. During the quarter ended June 30, 2013, the parties agreed to extend the Maturity
Date of the Note to October 1, 2013.

 
LAW FIRM NOTE NUMBER 2

 
On June 4, 2013, we entered into a Promissory Note with our corporate law firm for the amount of $47,000, which represented approximately 50% of the amount we owed to
that firm for services in 2012. The Promissory Note has a maturity date of October 1, 2014 and bears interest at five percent per annum. The note is convertible at the option of
the holder into shares of our common stock at a 10% discount to the market price of the common stock on the date prior to conversion with a floor price on such conversions of
$0.07 per share.  

 
NOTE 6. EQUITY TRANSACTIONS

 
In May 2013, we issued to a scientific advisory board member and a scientific consultant a three year option to purchase 125,000 shares of our common stock at a price of
$0.11 per share.
 
In June 2013, we completed a unit subscription agreement with three accredited investors (the “Purchasers”) pursuant to which the Purchasers purchased $128,000 of units (the
"Units" and each a "Unit"), with each Unit consisting of (i) one share of Common Stock at a price per share of $0.081 and (ii) a warrant to purchase such number of shares of
Common Stock as shall equal (a) fifty percent of the Subscription Amount divided by (b) $0.081 (the "Warrant Shares") at an exercise price of $0.121 per Warrant Share. This
resulted in the issuance of 1,580,248 shares of Common Stock and 790,124 Warrant Shares.
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In June 2013, we issued to our CEO the remaining 3,400,000 shares under his restricted share grant, all of which were vested.
 
During the three months ended June 30 2013, we issued 3,448,337 shares of restricted common stock to the holders of three notes issued by the Company in exchange for the
partial conversion of principal and interest in an aggregate amount of $246,500 at an average conversion price of $0.07 per share.

 
During the three months ended June 30, 2013, we issued 222,734 shares of common stock pursuant to our S-8 registration statement covering our Amended 2010 Stock Plan at
an average price of $0.10 per share in payment for legal services valued at $21,750 based on the value of the services provided.
 
NOTE 7. ACCRUED LIQUIDATED DAMAGES

 
We account for contingent obligations to make future payments or otherwise transfer consideration under a registration payment arrangement separately from any related
financing transaction agreements, and any such contingent obligations are recognized only when it is determined that it is probable that we will become obligated for future
payments and the amount, or range of amounts, of such future payments can be reasonably estimated.

 
We have entered into registration payment arrangements in connection with certain financing arrangements, pursuant to which we raised an approximate aggregate amount of
$2,020,000, that require us to register the shares of common stock underlying the convertible debt and warrants issued in these financing transactions. Under these agreements
we are liable for liquidated damages to the investors if we fail to file and/or maintain effective registration statements covering the specified underlying shares of common stock
as noted below:

 
 • With respect to a $1,000,000 financing agreement – damages accrue at a rate of 1% - 1.5% per month until such time as the underlying shares of common stock would

have been eligible for sale under Rule 144.
 • With respect to financing agreements totaling $715,000 – damages accrue at a rate of 2% per month, subject to an aggregate maximum liquidated damages amount of

$150,000.
 • With respect to equity investments totaling $305,000 – damages accrue at a rate of 2% per month until the expiration dates of warrants issued in connection with this

financing, which range from December 31,2010 through February 8, 2011 and are payable in common stock.
 

Since we have either failed to file, or failed to maintain the registration obligations under these agreements, as of June 30, 2013 we have accrued estimated aggregate liquidated
damages of $437,800 in connection with the liquidated damage provisions of these agreements, which we believe represents our maximum exposure under these provisions.
Accordingly, we do not expect to accrue any further liquidated damages in connection with these agreements.  The actual amount of liquidated damages paid, if any, may differ
from our estimates as it is our intention to negotiate with the investors the settlement of liquidated damages due and, as such, the ultimate amounts we may actually pay may be
less than the amount currently accrued.

 
NOTE 8. OTHER CURRENT LIABILITIES

 
At June 30, 2013 and March 31, 2013, our other current liabilities were comprised of the following items:

 

  
June 30,

2013   
March 31,

2013  
Accrued interest  $ 1,127,357  $ 1,032,110 
Accrued legal fees   179,465   179,465 
Other   117,964   155,610 
Total other current liabilities  $ 1,424,786  $ 1,367,185 

 
As of the date of this report, various promissory and convertible notes payable in the aggregate principal amount of $2,155,415 (as identified in Notes 4 and 5 above) have
reached maturity and are past due. We are continually reviewing other financing arrangements to retire all past due notes. At June 30, 2013, we had accrued interest in the
amount of $1,076,433 associated with these defaulted notes in accrued liabilities payable (see Notes 4 and 5).
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NOTE 9. FAIR VALUE MEASUREMENTS
 

We follow FASB ASC 820, "FAIR VALUE MEASUREMENTS AND DISCLOSURES" (“ASC 820”) in connection with assets and liabilities measured at fair value on a
recurring basis subsequent to initial recognition. The guidance applies to our derivative liabilities. We had no assets or liabilities measured at fair value on a non-recurring basis
for any period reported.

 
ASC 820 requires that assets and liabilities carried at fair value will be classified and disclosed in one of the following three categories: We measure the fair value of applicable
financial and non-financial assets based on the following fair value hierarchy:

 
Level 1: Quoted market prices in active markets for identical assets or liabilities.

 
Level 2: Observable market based inputs or unobservable inputs that are corroborated by market data.

 
Level 3: Unobservable inputs that are not corroborated by market data.

 
The hierarchy noted above requires us to minimize the use of unobservable inputs and to use observable market data, if available, when determining fair value.

 
The fair value of our recorded derivative liabilities is determined based on unobservable inputs that are not corroborated by market data, which is a Level 3 classification. We
record derivative liabilities on our balance sheet at fair value with changes in fair value recorded in our consolidated statements of operations.

 
Our fair value measurements at the June 30, 2013 reporting date are classified based on the valuation technique level noted in the table below:

 

Description  
June 30, 

2013   

Quoted Prices 
in Active Markets for 

(Level 1)   

Significant Other
Observable 

(Level 2)   

Significant 
Unobservable 

(Level 3)  
Derivative Liabilities  $ 2,886,257  $ –  $ –  $ 2,886,257 
Total Assets  $ 2,886,257  $ –  $ –  $ 2,886,257 

 
The following outlines the significant weighted average assumptions used to estimate the fair value information presented, in connection with our warrant and embedded
conversion option derivative instruments utilizing the Binomial Lattice option pricing model:

 
 Three Months Ended June 30, 2013
Risk free interest rate 0.04% - 0.75%
Average expected life 0.25 – 3.2 years
Expected volatility 58.0% - 102.8%
Expected dividends None

 
The table below sets forth a summary of changes in the fair value of our Level 3 financial instruments for the three months ended June 30, 2013:
 

  
April 1, 

2013   
Recorded New Derivative 

Liabilities   

Change in estimated fair
value recognized in
results of operations   

Reclassification 
of Derivative 

Liability to Paid 
in capital   

June 30, 
2013  

                     
Derivative liabilities  $ 3,588,239  $ –  $ (609,125)  $ (92,857)  $ 2,886,257 

 
The table below sets forth a summary of changes in the fair value of our Level 3 financial instruments for the three months ended June 30, 2012:  
 

  
April 1, 

2012   
Recorded New Derivative 

Liabilities   

Change in estimated fair
value recognized in
results of operations   

Reclassification 
of Derivative 

Liability to Paid 
in capital   

June 30, 
2012  

                     
Derivative liabilities  $ 3,588,615  $ –  $ (687,600)  $ (26,543)  $ 2,874,472 
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NOTE 10. STOCK COMPENSATION
 

The following tables summarize share-based compensation expenses relating to shares and options granted and the effect on basic and diluted loss per common share during the
three months ended June 30, 2013 and 2012:

 
  June 30, 2013   June 30, 2012  
Vesting of stock options  $ 50,387  $ 52,794 
Incremental fair value of option modifications   957   19,838 
Vesting expense associated with CEO restricted stock grant   64,444   96,667 
Total stock-based compensation expense  $ 115,788  $ 169,299 
         
Basic and diluted loss per common share  $ (0.00)  $ (0.00)

 
All of the stock-based compensation expense recorded during the three months ended June 30, 2013 and 2012, which totaled $115,788 and $169,299, respectively, is included
in payroll and related expense in the accompanying condensed consolidated statements of operations.  Stock-based compensation expense recorded during the three months
ended June 30, 2013 had no impact on basic and diluted loss per common share and the stock-based compensation expense recorded during the three months ended June 30,
2012 also had no impact on basic and diluted loss per common share .

 
We review share-based compensation on a quarterly basis for changes to the estimate of expected award forfeitures based on actual forfeiture experience. The cumulative effect
of adjusting the forfeiture rate for all expense amortization is recognized in the period the forfeiture estimate is changed. The effect of forfeiture adjustments for the three months
ended June 30, 2013 was insignificant.

 
In the three months ended June 30, 2013, In May 2013, we granted to a scientific advisory board member and a scientific consultant a three year option to purchase 125,000
shares of our common stock at a price of $0.11 per share.
 
The following outlines the significant weighted average assumptions used to estimate the fair value information presented, with respect to stock option grants utilizing the
Binomial Lattice option pricing models at, and during the three months ended June 30, 2013: 

 
Risk free interest rate 0.38%
Average expected life   3 years
Expected volatility     94.6%
Expected dividends None

 
The expected volatility is based on the historic volatility. The expected life of options granted is based on the "simplified method" as described in the SEC's guidance due to
changes in the vesting terms and contractual life of current option grants compared to our historical grants.
 
We did not issue any stock option grants in the three months ended June 30, 2012.

 
Options outstanding that have vested and are expected to vest as of June 30, 2013 are as follows:

 

  Number of Shares   
Weighted Average

Exercise Price   

Weighted Average
Remaining Contractual

Term in Years  
          
Vested   20,204,123  $ 0.28   3.86 
Expected to vest   1,016,675  $ 0.25   7.88 

Total   21,220,798         
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A summary of stock option activity during the three months ended June 30, 2013 is presented below:
 

  Amount   
Range of

Exercise Price   
Weighted Average 

Exercise Price  
Stock options outstanding at March 31, 2013   21,095,798   $0.076 - $0.41  $ 0.28 
Exercised   –   –     
Granted   125,000   0.11  $ 0.11 
Cancelled/Expired   –   –     
Stock options outstanding at June 30, 2013   21,220,798   $0.076 - $0.41  $ 0.28 
Stock options exercisable at June 30, 2013   20,204,123   $0.076 - $0.41  $ 0.28 

 
At June 30, 2013, there was approximately $97,091 of unrecognized compensation cost related to share-based payments, which is expected to be recognized over a weighted
average period of 0.21 years.

 
On June 30, 2013, our stock options had a negative intrinsic value since the closing price on that date of $0.10 per share was below the weighted average exercise price of our
stock options

 
NOTE 11.  WARRANTS

 
A summary of warrant activity during the three months ended June 30, 2013 is presented below:

 

  Amount   
Range of

Exercise Price   
Weighted Average

Exercise Price  
Warrants outstanding at March 31, 2013   75,647,294   $0.07 - $0.25  $ 0.11 
Exercised   –   –     
Issued   790,124  $ 0.12  $ 0.12 
Cancelled/Expired   –   –     
Warrants outstanding at June 30, 2013   76,437,418   $0.07 - $0.25  $ 0.11 
Warrants exercisable at June 30, 2013   76,437,418   $0.07 - $0.25  $ 0.11 

 
The following outlines the significant weighted average assumptions used to estimate the fair value information presented, with respect to warrants utilizing the Binomial
Lattice option pricing models at, and during the three months ended June 30, 2013:

 
Risk free interest rate 1.53%
Average expected life   7 years
Expected volatility     91.2%
Expected dividends None

 
NOTE 12. DARPA CONTRACT AND RELATED REVENUE RECOGNITION

 
As discussed in Note 1, we entered into a government contract with DARPA on September 30, 2011 and commenced work on such contract in October 2011. Originally, only
the base year (year one contract) was effective for the parties, however, effective August 16, 2012, DARPA exercised the option on the second year of the contract.  Years three
through five are subject to DARPA exercising their option to enter into contracts for those years.
 
As a result of achieving five contract milestones between October 1, 2011 and March 31, 2012, we reported $1,358,189 in contract revenue for the fiscal year ended March 31,
2012. As a result of achieving six milestones in the fiscal year ended March 31, 2013, we reported $1,230,004 in contract revenue for that fiscal year.
 
Originally, only the base year (year one contract covering October 1, 2011 through September 30, 2012) was effective for the parties, however, effective August 16, 2012,
DARPA exercised the option on the second year of the contract.  Years three through five are subject to DARPA exercising their option to enter into contracts for those years.
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In the quarter ended June 30, 2013, we invoiced the US Government for the twelfth milestone under our DARPA contract in the amount of $195,596 and received that payment.
The details of that milestone were as follows:

 
Milestone 2.3.2.2 – Formulate initial design based on work from previous phase. Begin to build and test selected instrument design and tubing sets. The milestone payment was
$195,596. Management considers this milestone to be substantive as it was not dependent on the passage of time nor was it based solely on another party's efforts. We
demonstrated that we were able to build and test selected instrument design and tubing sets. The report was accepted by the contracting officer's representative and the invoice
was submitted thereafter.  
 
In the quarter ended June 30, 2012, we invoiced the US Government for the sixth milestone under our DARPA contract in the amount of $216,747 and received that payment.
The details of that milestone were as follows:

 
Milestone 2.2.2.3 - Perform preliminary quantitative real time PCR to measure viral load, and specific DNA or RNA targets. The milestone payment was $216,747.
Management considers this milestone to be substantive as it was not dependent on the passage of time nor was it based solely on another party's efforts. We demonstrated that
we were able to measure viral load of one or more targets as part of our submission for approval. The report was accepted by the contracting officer's representative and the
invoice was submitted thereafter.  
 
In a related matter, DARPA recently awarded a related contract for $22,830,840 to Battelle Memorial Institute (“Battelle”) to be the systems integrator for the various
components being developed under the original contract, including our two components of the project. We agreed to become a subcontractor to Battelle under that systems
integrator contract. That subcontract will be under a time and materials basis and we expect to begin generating revenues under the subcontract during the fiscal year ending
March 31, 2014. We did not record any revenue from that subcontract in the three months ended June 30, 2013. Our expected revenue from the subcontract will be at the
discretion of Battelle.
 
We have not placed a reserve for doubtful accounts on receivables under our DARPA contract since they represent a credit risk related to the U.S. government.

 
NOTE 13. COMMITMENTS AND CONTINGENCIES

 
LEGAL MATTERS

 
From time to time, claims are made against us in the ordinary course of business, which could result in litigation. Claims and associated litigation are subject to inherent
uncertainties and unfavorable outcomes could occur, such as monetary damages, fines, penalties or injunctions prohibiting us from selling one or more products or engaging in
other activities.

 
The occurrence of an unfavorable outcome in any specific period could have a material adverse effect on our results of operations for that period or future periods. Other than as
mentioned here, we are not presently a party to any pending or threatened legal proceedings.

 
On July 5, 2012, Gemini Master Fund, Ltd., a Cayman Islands company ("Gemini"), filed a complaint against the Company in the Supreme Court of the State of New York,
County of New York, entitled Gemini Master Fund Ltd. v. Aethlon Medical, Inc., Index No. 652358/2012 (the "Complaint").  In the Complaint, Gemini is seeking relief both in
the form of money damages and delivery of shares of the Company's common stock. The Complaint alleges, among other things, that the Company is in default of a certain
promissory note originally issued to Gemini on February 12, 2010 by failing to pay the note in full and by failing to honor certain requests by Gemini to convert principal and
interest under the note into shares of the Company's common stock.   The Complaint also alleges that the Company failed to issue shares upon the presentation of an exercise
notice under a warrant originally issued to Gemini on November 22, 2010. The lawsuit also alleges that the Company should have issued shares pursuant to the exercise of a
warrant issued in 2009. The Company believes that it has defenses to the claims asserted and it continues to vigorously defend the lawsuit, which is in the late discovery stage.
No trial date has yet been set. There can be no assurances, however, that the litigation will be decided in the Company's favor as to all, or any part, of Gemini's Complaint. An
adverse decision in the litigation could have an adverse effect on the Company's operations and could be dilutive to the Company's shareholders.
 
LEASES

 
We currently rent approximately 2,300 square feet of executive office space at 8910 University Center Lane, Suite 660, San Diego, CA 92122 at the rate of $6,475 per month on
a four year lease that expires in September 2013. We also rent approximately 1,700 square feet of laboratory space at 11585 Sorrento Valley Road, Suite 109, San Diego,
California 92121 at the rate of $2,917 per month on a two year lease that expires in October 2014.
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NOTE 14. SUBSEQUENT EVENTS
 

Management has evaluated events subsequent to June 30, 2013 through the date that the accompanying condensed consolidated financial statements were filed with the
Securities and Exchange Commission for transactions and other events which may require adjustment of and/or disclosure in such financial statements.

 
In July 2013, we invoiced DARPA for milestones 13 and 14 under our contract for a total of $404,362 and collected that amount.
 
In July 2013, we borrowed $400,000 from two of our directors under 90 day notes bearing 10% interest (the “Notes”). If we do not pay back those loans by October 9, 2013,
then the notes will bear interest at a penalty rate of 12% and the noteholders will have the right at their discretion (i) to convert their principal and accrued interest into shares of
common stock at $0.088 per share (the “Conversion Price”) and (ii) receive warrants to purchase common stock equal to 50% of the principal converted under the Notes, with
an exercise price of $0.132 per share. That potential conversion price and warrant exercise price were based on the same pricing mechanism that we have used in prior equity
unit financings since March 2012 (see Note 6) which are based on 80% of the then current market price of our common stock and with the warrant exercise price based on
120% of the same then current market price. We have reserved 6,931,818 shares of common stock to support the conversion in full of the Notes and accrued interest as well as
the exercise in full of the warrants (should such conversion and/or issuance occur).
 
Subsequent to June 30, 2013, we issued 2,795,367 shares of restricted common stock to the holders of five notes issued by the Company in exchange for the partial conversion
of principal and interest in an aggregate amount of $173,960 at an average conversion price of $0.06 per share.
 
Subsequent to June 30, 2013, our compensation committee approved the issuance of four stock option grants to four of our executives. The options carried an exercise price of
$0.10 per share, have a ten year life and vest over the following schedule: 25% on July 1, 2014, 25% on July 1, 2015, 25% on July 1, 2016 and 25% on July 1, 2017. The
numbers of shares underlying each of the stock option grants were as follows: 2,000,000 shares to our chief executive officer and 500,000 shares each to our president, chief
science officer and chief financial officer.
 
Subsequent to June 30, 2013, we invoiced Battelle for $20,340 under our subcontract.
 
In July 2013, we issued 514,453 shares of common stock pursuant to our S-8 registration statement covering our Amended 2010 Stock Plan at an average price of $0.11 per
share in payment for legal and internal controls services valued at $54,256 based on the value of the services provided.
 
In August 2013, we completed a unit subscription agreement with four accredited investors (the “Purchasers”) pursuant to which the Purchasers purchased $100,000 of units
(the "Units" and each a "Unit"), with each Unit consisting of (i) one share of Common Stock at a price per share of $0.111 and (ii) a warrant to purchase such number of shares
of Common Stock as shall equal (a) fifty percent of the Subscription Amount divided by (b) $0.111 (the "Warrant Shares") at an exercise price of $0.167 per Warrant Share.
This resulted in the issuance of 900,901 shares of Common Stock and 450,451 Warrant Shares.
 
In August 2013, 13 warrant holders exercised 6,274,394 warrants to receive 3,248,601 shares in cashless transactions.
 
ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS.

 
The following discussion of our financial condition and results of operations should be read in conjunction with, and is qualified in its entirety by, the condensed consolidated
financial statements and notes thereto included in Item 1 in this Quarterly Report on Form 10-Q. This item contains forward-looking statements that involve risks and
uncertainties. Actual results may differ materially from those indicated in such forward-looking statements.

 
FORWARD LOOKING STATEMENTS

 
All statements, other than statements of historical fact, included in this Form 10-Q are, or may be deemed to be, "forward-looking statements" within the meaning of Section
27A of the Securities Act of 1933, as amended ("the Securities Act"), and Section 21E of the Exchange Act. Such forward-looking statements involve assumptions, known and
unknown risks, uncertainties and other factors which may cause the actual results, performance, or achievements of Aethlon Medical, Inc. ("we", "us" or "the Company") to be
materially different from any future results, performance, or achievements expressed or implied by such forward-looking statements contained in this Form 10-Q. Such potential
risks and uncertainties include, without limitation, completion of our capital-raising activities, FDA approval of our products, other regulations, patent protection of our
proprietary technology, product liability exposure, uncertainty of market acceptance, competition, technological change, and other risk factors detailed herein and in other of our
filings with the Securities and Exchange Commission. The forward-looking statements are made as of the date of this Form 10-Q, and we assume no obligation to update the
forward-looking statements, or to update the reasons actual results could differ from those projected in such forward-looking statements.
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THE COMPANY
 

Aethlon Medical, Inc. ("Aethlon", the "Company", "we" or "us") is a medical device company focused on creating innovative devices that address unmet medical needs in
cancer, infectious disease and other life-threatening conditions. At the core of our developments is the Aethlon ADAPT™ (Adaptive Dialysis-Like Affinity Platform
Technology) system, a medical device platform that converges single or multiple affinity drug agents with advanced plasma membrane technology to create therapeutic
filtration devices that selectively remove harmful particles from the entire circulatory system without loss of essential blood components.
 
In June 2013, the U.S. Food and Drug Administration ("FDA") approved our Investigational Device Exemption ("IDE") application to initiate a ten patient human clinical trial
in one location in the United States. Successful outcomes of that human trial as well as at least one follow-on human trial will be required by the FDA in order to commercialize
our products in the US. The regulatory agencies of certain foreign countries where we intend to sell this device will also require one or more human clinical trials.
 
Some of our patents may expire before we receive FDA approval to market our products in the United States or we receive approval to market our products in a foreign country.
However, we believe that certain patent applications and/or other patents issued more recently will help protect the proprietary nature of the Hemopurifier(R) treatment
technology.
 
In prior periods, Aethlon was classified as a development stage enterprise under accounting principles generally accepted in the United States of America ("GAAP") as it had
not generated revenues from its planned principal operations.  In the fiscal year ended March 31, 2012, we began to generate revenues from a government contract and have
emerged from the development stage.
 
WHERE YOU CAN FIND MORE INFORMATION

 
We are subject to the informational requirements of the Securities Exchange Act and must file reports, proxy statements and other information with the SEC. The reports,
information statements and other information we file with the Commission can be inspected and copied at the Commission Public Reference Room, 100 F Street, N.E.,
Washington, D.C. 20549. You may obtain information on the operation of the Public Reference Room by calling the SEC at (800) SEC-0330. The Commission also maintains a
Web site (http://www.sec.gov) that contains reports, proxy and information statements and other information regarding registrants, like us, which file electronically with the
Commission. Our headquarters are located at 8910 University Center Lane, Suite 660, San Diego, CA 92122. Our phone number at that address is (858) 459-7800. Our Web site
is http://www.aethlonmedical.com.

 
RESULTS OF OPERATIONS 

 
THREE MONTHS ENDED JUNE 30, 2013 COMPARED TO THE THREE MONTHS ENDED JUNE 30, 2012

 
Revenues

 
We recorded government contract revenue of $195,596 in the three months ended June 30, 2013 compared to $216,747 in the three months ended June 30, 2012.  This revenue
arose from work performed under our government contract.  On September 30, 2011, we entered into a contract with the United States of America, issued by SPAWAR
Systems Center Pacific, pursuant to a contract award from the Defense Advanced Research Projects Agency (“DARPA”). Under the DARPA award, we have been engaged to
develop a therapeutic device to reduce the incidence of sepsis, a fatal bloodstream infection that often results in the death of combat-injured soldiers.  
 
The award from DARPA is a fixed-price contract with potential total payments to us of $6,794,389 over the course of five years, including payments of up to $1,975,047 in the
first year. Fixed price contracts require the achievement of multiple, incremental milestones to receive the full award during each year of the contract.  Under the terms of the
contract, we will perform certain incremental work towards the achievement of specific milestones against which we will invoice the government for fixed payment
amounts.  Originally, only the base year (year one contract covering October 1, 2011 through September 30, 2012) was effective for the parties, however, effective August 16,
2012, DARPA exercised the option on the second year of the contract.  Years three through five are subject to DARPA exercising their option to enter into contracts for those
years.
 
The milestones are comprised of planning, engineering and clinical targets, the achievement of which in some cases will require the participation and contribution of third party
participants under the contract.  There can be no assurance that we alone, or with third party participants, will meet such milestones to the satisfaction of the government and in
compliance with the terms of the contract or that we will be paid the full amount of the contract revenues during any year of the contract term.
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Operating Expenses
 

Consolidated operating expenses for the three months ended June 30, 2013 were $979,394 in comparison with $1,207,553 for the comparable quarter a year ago.  This decrease
of $228,159, or 18.9%, was due to decreases in professional fees of $153,051 and in payroll and related expenses of $95,464, which were partially offset by an increase in
general and administrative expenses of $20,356.

 
The $153,051 decrease in our professional fees was primarily due to a reduction in our legal expenses of $115,947, approximately $98,000 of that decrease related to the cost of
the Gemini litigation in the June 2012 period with no comparable expense in the June 2013 period since the cost of the Gemini litigation was covered by insurance in the June
2013 period. We also had a reduction in our investor relations expenses of $32,038 as we ceased to have a dedicated, full-time consultant in that function and of $30,074 in
scientific consulting expense due to reduced activity in our Indian trial.
 
The $95,464 decrease in payroll and related expenses was primarily due to a reduction in stock-based compensation of $53,511 and a reduction in cash-based compensation of
$41,953. The decrease in stock-based compensation was due to the completion of vesting on a number of our stock options. The decrease in cash-based compensation was due
to the payment of bonuses to our senior management in the 2012 period with no comparable payments in the 2013 period.

 
The $20,356 increase in general and administrative expenses was primarily due to a $24,773 increase in our DARPA-related general and administrative expenses, which was
partially offset by a decrease of $4,417 in our non-DARPA-related general and administrative expenses.
 
Other (Income) Expense

 
Other (income) expense consists primarily of the change in the fair value of our derivative liability, other expense and interest expense. Other (income) expense for the three
months ended June 30, 2013 were other income of $480,300 in comparison with other expense of $25,978 for the comparable quarter a year ago.

 
Change in Fair Value of Derivative Liability

 
Both periods include changes in the fair value of derivative liability. For the three months ended June 30, 2013, the change in the estimated fair value of derivative liability was
a gain of $609,125 and for the three months ended June 30, 2012, the change in estimated fair value was a gain of $687,600.

 
Interest Expense

 
Interest expense was $106,096 for the three months ended June 30, 2013 compared to $688,645 in the corresponding prior period, a decrease of $582,549. The various
components of our interest expense are shown in the following table:

 
  Quarter Ended   Quarter Ended     
  6/30/13   6/30/12   Change  
Interest Expense  $ 103,200  $ 192,576  $ (89,376)
Amortization of Deferred Financing Costs   863   98,051   (97,188)
Non-Cash Interest Expense   –   11,846   (11,846)
Amortization of Note Discounts   2,033   386,172   (384,139)
Total Interest Expense  $ 106,096  $ 688,645  $ (582,549)

 
As noted in the above table, the three most significant factors in the $582,549 decrease in interest expense were (a) the $384,139 reduction in the amortization of debt discounts
that was largely the result of the completion of the discount amortization on the majority of our convertible notes prior, (b) the $97,188 reduction in the amortization of deferred
financing costs that was largely the result of the completion of the deferred financing cost amortization on the relevant convertible notes and notes payable prior and (c) the
reduction in interest expense largely due to the lower level of notes outstanding.

 
Other

 
The three months ended June 30, 2013 also contained a $22,789 loss on settlement of accrued interest and damages. The three months ended June 30, 2012 contained a $24,978
loss on debt conversion that related to the conversion of $60,185 of a note payable to equity.

 
Net Loss

 
As a result of the increased expenses noted above, we recorded a consolidated net loss of approximately $303,000 and $1,017,000 for the quarters ended June 30, 2013 and
2012, respectively.

 
Basic and diluted loss per common share were ($0.00) for the three month period ended June 30, 2013 compared to ($0.01) for the period ended June 30, 2012.
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LIQUIDITY AND CAPITAL RESOURCES
 

At June 30, 2013, we had a cash balance of $31,653 and a working capital deficit of $8,949,996. This compares to a cash balance of $125,274 and a working capital deficit of
$9,276,618 at March 31, 2013. Between July 1, 2013 and August 11, 2013, we raised $400,000 in a loan from two of our board members, raised $100,000 in equity and billed
and subsequently received $404,362 under our DARPA contract. Our cash at June 30, 2013 plus additional funds raised to date subsequent to June 30, 2013 are not sufficient to
meet our funding requirements during the next twelve months. Significant additional financing must be obtained in order to provide a sufficient source of operating capital and
to allow us to continue to operate as a going concern. We recently signed an agreement with a broker-dealer to raise operating capital to cover near term operating requirements
and the expected costs of our US safety trial. The agreement also calls for the broker-dealer to then raise a larger financing (see note 2) to meet future growth initiatives. Any
securities offered will not be registered under the Securities Act and may not be offered or sold in the United States absent registration or an applicable exemption from
registration requirements. The engagement agreement is on a best efforts basis and there can be no assurance that the broker-dealer can raise working capital for us on
acceptable terms or at all.

 
We do not expect revenue from operations will be sufficient to satisfy our funding requirements in the near term, and accordingly, our ability to continue operations and meet
our cash obligations as they become due and payable is expected to depend for at least the next several years on our ability to sell securities, borrow funds or a combination
thereof. Future capital requirements will depend upon many factors, including progress with pre-clinical testing and clinical trials, the number and breadth of our clinical
programs, the time and costs involved in preparing, filing, prosecuting, maintaining and enforcing patent claims and other proprietary rights, the time and costs involved in
obtaining regulatory approvals, competing technological and market developments, as well as our ability to establish collaborative arrangements, effective commercialization,
marketing activities and other arrangements. We expect to continue to incur increasing negative cash flows and net losses for the foreseeable future.
 
Should the U.S. Government elect not to exercise the options for years three through five of our DARPA contract, the effects may be material to us. The loss of revenues from
the DARPA contract would have a material impact on our revenues, operating cash flows and liquidity.

 
DARPA recently awarded a related contract to Battelle Memorial Institute (“Battelle”) to be the systems integrator for the various components being developed under the
original contract, including our two components of the project. We agreed to become a subcontractor to Battelle under that systems integrator contract. That subcontract will be
under a cost plus basis and we expect to begin generating revenues under the subcontract during the fiscal year ending March 31, 2014. Any revenues we derive under the
subcontract will be at the direction of Battelle.
 
Beyond the immediate future, we currently believe that the following four areas may generate revenue for us:
 
(1) Developing future products using the Aethlon ADAPTTM system with drug industry collaborators. Revenues in this area could come from product development fees,

fees from research, regulatory and manufacturing support or from downstream royalties;
(2) Applying for and winning additional U.S. Government grant or contract income;  
(3) Licensing or selling our ELLSA research diagnostic tools that identify and quantify exosomes; and
(4) Deriving revenues from a test market evaluation for the Hemopurifier® in India following the successful results to date in our Hepatitis-C-oriented clinical trial currently

being conducted in that country. We will need to establish one or more distributors to supply Hemopurifiers® to the Indian market.
 

Cash Flows
 

Cash flows from operating, investing and financing activities, as reflected in the accompanying Condensed Consolidated Statements of Cash Flows, are summarized as follows
(in thousands):

 

  
(In thousands) 

For the three months ended  

  
June 30, 

2013   
June 30, 

2012  
Cash (used in) provided by:         
Operating activities  $ (222)  $ (320)
Investing activities   –   – 
Financing activities   128   772 
Net increase (decrease) in cash  $ (94)  $ 452 
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NET CASH FROM OPERATING ACTIVITIES. We used cash in our operating activities due to our losses from operations. Net cash used in operating activities was
approximately $222,000 in the three months ended June 30, 2013 compared to net cash used in operating activities of approximately $320,000 in the three months ended June
30, 2012, a decrease of $98,000.  The $98,000 decrease was primarily due to our reduced operating loss.

 
NET CASH FROM INVESTING ACTIVITIES. We did not have any investing activities during either period.

 
NET CASH FROM FINANCING ACTIVITIES. Net cash generated from financing activities decreased from approximately $772,000 in the three months ended June 30, 2012
to $128,000 in the three months ended June 30, 2013. The primary financing activity in both periods was from the issuance of common stock. We raised $128,000 from the sale
of common stock in the three months ended June 30, 2013 compared to $802,000 in the three months ended June 30, 2012.

 
An increase in working capital during the three months ended June 30, 2012 in the amount of approximately $327,000 changed our negative working capital position to
approximately ($8,950,000) at June 30, 2013 from a negative working capital of approximately ($9,277,000) at March 31, 2013.  The most significant factors in the increase in
working capital noted above were a decrease in derivative liability of approximately $702,000, a reduction in our convertible notes payable of approximately $107,000 and a
reduction in our notes payable of approximately $86,000. Those liability reductions were partially offset by the collection of approximately $209,000 in accounts receivable, a
decrease of approximately $94,000 in cash and an increase of approximately $150,000 in our accounts payable.

 
At the date of this filing, we plan to invest significantly into purchases of our raw materials and into our contract manufacturing arrangement subject to successfully raising
additional capital.

 
CRITICAL ACCOUNTING POLICIES

 
The preparation of condensed consolidated financial statements in conformity with accounting principles generally accepted in the United States of America requires the
Company to make a number of estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date
of the financial statements. Such estimates and assumptions affect the reported amounts of expenses during the reporting period. On an ongoing basis, we evaluate estimates and
assumptions based upon historical experience and various other factors and circumstances. We believe our estimates and assumptions are reasonable in the circumstances;
however, actual results may differ from these estimates under different future conditions.

 
We believe that the estimates and assumptions that are most important to the portrayal of our financial condition and results of operations, in that they require the most difficult,
subjective or complex judgments, form the basis for the accounting policies deemed to be most critical to us. These critical accounting policies relate to revenue recognition,
measurement of stock purchase warrants issued with notes payable, beneficial conversion feature of convertible notes payable, impairment of intangible assets and long lived
assets, stock compensation, and the classification of warrant obligations, and evaluation of contingencies. We believe estimates and assumptions related to these critical
accounting policies are appropriate under the circumstances; however, should future events or occurrences result in unanticipated consequences, there could be a material impact
on our future financial condition or results of operations.

 
There have been no changes to our critical accounting policies as disclosed in our Form 10-K for the year ended March 31, 2013.

 
OFF-BALANCE SHEET ARRANGEMENTS

 
We have no obligations required to be disclosed herein as off-balance sheet arrangements.

 
ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK.

 
As a Smaller Reporting Company as defined by rule 12b-2 of the Exchange Act and in Item 10(f)(1) of Regulation S-K, we are electing scaled disclosure reporting obligations
and therefore are not required to provide the information requested by this item.

 
ITEM 4. CONTROLS AND PROCEDURES.

 
DISCLOSURE CONTROLS AND PROCEDURES

 
Under the supervision and with the participation of our management, including our Chief Executive Officer and our Chief Financial Officer, we evaluated the effectiveness of
the design and operation of our disclosure controls and procedures (as defined in Rules 13a-15(e) and 15d-15(e) of the Exchange Act) as of a date as of the end of the period
covered by this Quarterly Report.
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Based on such evaluation, our Chief Executive Officer and Chief Financial Officer concluded that, as of the end of such period, our disclosure controls and procedures are not
effective in recording, processing, summarizing and reporting, on a timely basis, information required to be disclosed by us in the reports that we file or submit under the
Exchange Act and are not effective in ensuring that information required to be disclosed by us in the reports that we file or submit under the Exchange Act is accumulated and
communicated to our management, including our Chief Executive Officer and Chief Financial Officer, as appropriate to allow timely decisions regarding required disclosure.

 
CHANGES IN INTERNAL CONTROL OVER FINANCIAL REPORTING

 
There have been no changes in our internal control over financial reporting during the last fiscal quarter that have materially affected, or are reasonably likely to materially
affect, our internal control over financial reporting.

 
PART II. OTHER INFORMATION

 
ITEM 1. LEGAL PROCEEDINGS.

 
From time to time, claims are made against us in the ordinary course of business, which could result in litigation. Claims and associated litigation are subject to inherent
uncertainties and unfavorable outcomes could occur, such as monetary damages, fines, penalties or injunctions prohibiting us from selling one or more products or engaging in
other activities.

 
The occurrence of an unfavorable outcome in any specific period could have a material adverse effect on our results of operations for that period or future periods. Other than as
set forth here, we are not presently a party to any pending or threatened legal proceedings.

 
On July 5, 2012, Gemini Master Fund, Ltd., a Cayman Islands company ("Gemini"), filed a complaint against the Company in the Supreme Court of the State of New York,
County of New York, entitled Gemini Master Fund Ltd. v. Aethlon Medical, Inc., Index No. 652358/2012 (the "Complaint").  In the Complaint, Gemini is seeking relief both in
the form of money damages and delivery of shares of the Company's common stock. The Complaint alleges, among other things, that the Company is in default of a certain
promissory note originally issued to Gemini on February 12, 2010 by failing to pay the note in full and by failing to honor certain requests by Gemini to convert principal and
interest under the note into shares of the Company's common stock.   The Complaint also alleges that the Company failed to issue shares upon the presentation of an exercise
notice under a warrant originally issued to Gemini on November 22, 2010. The lawsuit also alleges that the Company should have issued shares pursuant to the exercise of a
warrant issued in 2009. The Company believes that it has defenses to the claims asserted and it continues to vigorously defend the lawsuit, which is in the late discovery stage.
No trial date has yet been set. There can be no assurances, however, that the litigation will be decided in the Company's favor as to all, or any part, of Gemini's Complaint. An
adverse decision in the litigation could have an adverse effect on the Company's operations and could be dilutive to the Company's shareholders.
 
ITEM 1A. RISK FACTORS.

 
As a Smaller Reporting Company as defined by rule 12b-2 of the Exchange Act and in Item 10(f)(1) of Regulation S-K, we are electing scaled disclosure reporting obligations
and therefore are not required to provide the information requested by this item.

 
ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS.

 
During the quarter ended June 30, 2013, we issued the following securities which were not registered under the Securities Act of 1933, as amended, and have not been included
previously in a Current Report on Form 8-K. We did not employ any form of general solicitation or advertising in connection with the offer and sale of the securities described
below. In addition, we believe the purchasers of the securities are "ACCREDITED INVESTORS" for the purpose of Rule 501 of the Securities Act. For these reasons, among
others, the offer and sale of the following securities were made in reliance on the exemption from registration provided by Section 4(2) of the Securities Act or Regulation D
promulgated by the SEC under the Securities Act:

 
In May 2013, we issued to a scientific advisory board member and a scientific consultant a three year option to purchase 125,000 shares of our common stock at a price of
$0.11 per share.
 
In June 2013, we completed a unit subscription agreement with three accredited investors (the “Purchasers”) pursuant to which the Purchasers purchased $128,000 of units (the
"Units" and each a "Unit"), with each Unit consisting of (i) one share of Common Stock at a price per share of $0.081 and (ii) a warrant to purchase such number of shares of
Common Stock as shall equal (a) fifty percent of the Subscription Amount divided by (b) $0.081 (the "Warrant Shares") at an exercise price of $0.121 per Warrant Share. This
resulted in the issuance of 1,580,248 shares of Common Stock and 790,124 Warrant Shares.
 
In June 2013, we issued to our CEO the remaining 3,400,000 shares under his restricted share grant, all of which were vested.
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During the three months ended June 30, 2013, we issued 3,675,278 shares of restricted common stock to the holders of three notes issued by the Company in exchange for the
partial conversion of principal and interest in an aggregate amount of $246,500 at an average conversion price of $0.07 per share.

 
ITEM 3. DEFAULTS UPON SENIOR SECURITIES.

 
As of the date of this report, various promissory and convertible notes payable in the aggregate principal amount of $2,311,916 have reached maturity and are past due. We are
continually reviewing other financing arrangements to retire all past due notes. At June 30, 2013, we had accrued interest in the amount of $1,076,433 associated with these
notes payable.

 
ITEM 4. MINE SAFETY DISCLOSURES.

 
We have no disclosure applicable to this item.

 
ITEM 5. OTHER INFORMATION.

 
Not applicable

 
ITEM 6.  EXHIBITS.

 
(a) Exhibits. The following documents are filed as part of this report:

 
3.1 Articles of Incorporation of Aethlon Medical, Inc., as amended (1)
  
3.2 Bylaws of Aethlon Medical, Inc., as amended (2)
  
4.1 Form of Common Stock Purchase Warrant dated June 14, 2013 (*)
  
10.1 Form of Unit Subscription Agreement  Warrant dated June 14, 2013 (*)
  
31.1 Certification of Principal Executive Officer pursuant to Securities Exchange Act rules 13a- 14(a) and 15d-14(a) as adopted pursuant to section 302 of the

Sarbanes-Oxley Act of 2002*
  
31.2 Certification of Principal Financial Officer pursuant to Securities Exchange Act rules 13a- 14(a) and 15d-14(a) as adopted pursuant to section 302 of the Sarbanes-

Oxley Act of 2002*
  
32.1 Certification of Principal Executive Officer pursuant to 18 U.S.C. section 1350, as adopted pursuant to section 906 of the Sarbanes-Oxley Act of 2002*
  
32.2 Certification of Principal Financial Officer pursuant to 18 U.S.C. section 1350, as adopted pursuant to section 906 of the Sarbanes-Oxley Act of 2002*
  
101 Interactive Data Files
 

101.INS XBRL Instance Document
101.SCH XBRL Schema Document
101.CAL XBRL Calculation Linkbase Document
101.DEF XBRL Definition Linkbase Document
101.LAB XBRL Label Linkbase Document
101.PRE XBRL Presentation Linkbase Document

 
* Filed herewith.

 
 (1) Incorporated by reference to the filing of such exhibit with the Company's Annual Report on Form 10-K for the year ended March 31, 2012.

 
 (2) Incorporated by reference to the filing of such exhibit with the Company’s Annual Report on Form 10-K dated for the year ended March 31, 2013.
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SIGNATURES
 

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned thereunto duly
authorized.

 
 

 AETHLON MEDICAL, INC.  
    
Date: August 13, 2013 By: /s/ JAMES B. FRAKES  
  JAMES B. FRAKES  
  CHIEF FINANCIAL OFFICER  
  CHIEF ACCOUNTING OFFICER  
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Exhibit 4.1
 
 
 
THE SECURITIES REPRESENTED BY THIS CERTIFICATE HAVE NOT BEEN REGISTERED UNDER THE SECURITIES ACT OF 1933, AS AMENDED
(THE “SECURITIES ACT”), OR THE SECURITIES LAWS OF ANY STATE OR OTHER JURISDICTION AND ARE BEING OFFERED AND SOLD IN
RELIANCE ON EXEMPTIONS FROM THE REGISTRATION REQUIREMENTS OF THE SECURITIES ACT AND SUCH LAWS. THESE SECURITIES MAY
NOT BE SOLD, TRANSFERRED OR ASSIGNED UNLESS PURSUANT TO (i) AN EFFECTIVE REGISTRATION STATEMENT OR (ii) AN EXEMPTION
FROM APPLICABLE SECURITIES LAWS, IN WHICH CASE THE COMPANY MAY REQUIRE AN OPINION OF COUNSEL REASONABLY
SATISFACTORY TO THE COMPANY THAT REGISTRATION IS NOT REQUIRED.
 

 Right to Purchase xxx,xxx of shares of Common Stock of Aethlon Medical, Inc. (subject to adjustment
as provided herein)

  
COMMON STOCK PURCHASE WARRANT

 
No. 6-14-13-_______________ Issue Date: June 14, 2013

 
AETHLON MEDICAL, INC., a corporation organized under the laws of the State of Nevada (the “Company”), hereby certifies that, for value received, __________ or

his assigns (the “Holder”), is entitled, subject to the terms set forth below, to purchase from the Company at any time after the Issue Date until 5:00 p.m., P.S.T. on the seventh
anniversary of the Issue Date (the “Expiration Date”) or such sooner time as this warrant is terminated pursuant to Section 6 herein, up to xxx,xxx fully paid and nonassessable
shares of the common stock of the Company (the “Common Stock”), at a per share purchase price of $0.121. The aforedescribed purchase price per share, as adjusted from time
to time as herein provided, is referred to herein as the “Purchase Price.” The number and character of such shares of Common Stock and the Purchase Price are subject to
adjustment as provided herein. The Company may reduce the Purchase Price without the consent of the Holder.

 
As used herein the following terms, unless the context otherwise requires, have the following respective meanings:
 
(a) The term “Company” shall include Aethlon Medical, Inc. and any corporation which shall succeed or assume the obligations of Aethlon Medical, Inc. hereunder.
 
(b) The term “Common Stock” includes (a) the Company's Common Stock and (b) any other securities into which or for which any of the securities described in

(a) may be converted or exchanged pursuant to a plan of recapitalization, reorganization, merger, sale of assets or otherwise.
 
(c) The term “Other Securities” refers to any stock (other than Common Stock) and other securities of the Company or any other person (corporate or otherwise) which

the holder of the Warrant at any time shall be entitled to receive, or shall have received, on the exercise of the Warrant, in lieu of or in addition to Common Stock, or which at
any time shall be issuable or shall have been issued in exchange for or in replacement of Common Stock or Other Securities pursuant to Section 4 or otherwise.

 
1. Exercise of Warrant.
 

1.1. Number of Shares Issuable upon Exercise. From and after the Issue Date through and including the Expiration Date, the Holder hereof shall be entitled to
receive, upon exercise of this Warrant in whole in accordance with the terms of subsection 1.2 or upon exercise of this Warrant in part in accordance with subsection 1.3, shares
of Common Stock of the Company, subject to adjustment pursuant to Section 4.
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1.2. Full Exercise. This Warrant may be exercised in full by the Holder hereof by delivery of an original or facsimile copy of the form of subscription
attached as Exhibit A hereto (the “Subscription Form”) duly executed by such Holder and surrender of the original Warrant within seven (7) days of exercise to the Company at
its principal office or at the office of its Warrant Agent (as provided hereinafter), accompanied by payment, in cash, wire transfer or by certified or official bank check payable
to the order of the Company, if applicable, in the amount obtained by multiplying the number of shares of Common Stock for which this Warrant is then exercisable by the
Purchase Price then in effect. This Warrant may only be exercised for a whole number of shares.

 
1.3. Partial Exercise. This Warrant may be exercised in part (but not for a fractional share) by surrender of this Warrant in the manner and at the place

provided in subsection 1.2 except that the amount payable by the Holder on such partial exercise shall be the amount obtained by multiplying (a) the number of whole shares of
Common Stock designated by the Holder in the Subscription Form by (b) the Purchase Price then in effect. On any such partial exercise, the Company, at its expense, will
forthwith issue and deliver to or upon the order of the Holder hereof a new Warrant of like tenor, in the name of the Holder hereof or as such Holder (upon payment by such
Holder of any applicable transfer taxes) may request, the whole number of shares of Common Stock for which such Warrant may still be exercised. This Warrant may only be
exercised for a whole number of shares.

 
1.4. Company Acknowledgment. The Company will, at the time of the exercise of the Warrant, upon the request of the Holder hereof, acknowledge in writing

its continuing obligation to afford to such Holder any rights to which such Holder shall continue to be entitled after such exercise in accordance with the provisions of this
Warrant. If the Holder shall fail to make any such request, such failure shall not affect the continuing obligation of the Company to afford to such Holder any such rights.

 
1.5. Trustee for Warrant Holders. In the event that a bank or trust company shall have been appointed as trustee for the Holder of the Warrants pursuant to

Subsection 3.2, such bank or trust company shall have all the powers and duties of a warrant agent (as hereinafter described) and shall accept, in its own name for the account of
the Company or such successor person as may be entitled thereto, all amounts otherwise payable to the Company or such successor, as the case may be, on exercise of this
Warrant pursuant to this Section 1.

 
1.6 Delivery of Stock Certificates, etc. on Exercise. The Company agrees that the shares of Common Stock purchased upon exercise of this Warrant shall be deemed to

be issued to the Holder hereof as the record owner of such shares as of the close of business on the date on which this Warrant shall have been surrendered and payment made
for such shares as aforesaid. As soon as practicable after the exercise of this Warrant in full or in part, and in any event within five (5) days thereafter, the Company at its
expense (including the payment by it of any applicable issue taxes) will cause to be issued in the name of and delivered to the Holder hereof, or as such Holder (upon payment
by such Holder of any applicable transfer taxes) may direct in compliance with applicable securities laws, a certificate or certificates for the number of duly and validly issued,
fully paid and nonassessable shares of Common Stock (or Other Securities) to which such Holder shall be entitled on such exercise, plus, in lieu of any fractional share to which
such Holder would otherwise be entitled, cash equal to such fraction.
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1.7 Exercise Limitations. The Company shall not effect any exercise of this Warrant, and a Holder shall not have the right to exercise any portion of this
Warrant, pursuant to this Section 1 or otherwise, to the extent that after giving effect to such issuance after exercise as set forth on the applicable Subscription Form, the Holder
(together with the Holder’s “Affiliates” (as that term is defined by Rule 144 promulgated under the Securities Act), and any other person or entity acting as a group together
with the Holder or any of the Holder’s Affiliates), would beneficially own in excess of the Beneficial Ownership Limitation (as defined below). For purposes of the foregoing
sentence, the number of shares of Common Stock beneficially owned by the Holder and its Affiliates shall include the number of shares of Common Stock issuable upon
exercise of this Warrant with respect to which such determination is being made, but shall exclude the number of shares of Common Stock which would be issuable upon (A)
exercise of the remaining, unexercised portion of this Warrant beneficially owned by the Holder or any of its Affiliates and (B) exercise or conversion of the unexercised or
unconverted portion of any other securities of the Company (including, without limitation, any other Common Stock equivalents) subject to a limitation on conversion or
exercise analogous to the limitation contained herein beneficially owned by the Holder or any of its affiliates. Except as set forth in the preceding sentence, for purposes of this
Section 1.7, beneficial ownership shall be calculated in accordance with Section 13(d) of the Securities Exchange Act of 1934, as amended (the “Exchange Act”), and the rules
and regulations promulgated thereunder, it being acknowledged by the Holder that the Company is not representing to the Holder that such calculation is in compliance with
Section 13(d) of the Exchange Act and the Holder is solely responsible for any schedules required to be filed in accordance therewith. To the extent that the limitation contained
in this Section 1.7 applies, the determination of whether this Warrant is exercisable (in relation to other securities owned by the Holder together with any Affiliates) and of
which portion of this Warrant is exercisable shall be in the sole discretion of the Holder, and the submission of a Subscription Form shall be deemed to be the Holder’s
determination of whether this Warrant is exercisable (in relation to other securities owned by the Holder together with any Affiliates) and of which portion of this Warrant is
exercisable, in each case subject to the Beneficial Ownership Limitation, and the Company shall have no obligation to verify or confirm the accuracy of such determination. In
addition, a determination as to any group status as contemplated above shall be determined in accordance with Section 13(d) of the Exchange Act and the rules and regulations
promulgated thereunder. For purposes of this Section 1.7, in determining the number of outstanding shares of Common Stock, a Holder may rely on the number of outstanding
shares of Common Stock as reflected in (x) the Company’s most recent periodic or annual report, as the case may be, (y) a more recent public announcement by the Company
or (z) a more recent notice by the Company or the Company’s transfer agent setting forth the number of shares of Common Stock outstanding. Upon the written or oral request
of a Holder, the Company shall confirm to the Holder within two business days orally and in writing the number of shares of Common Stock then outstanding. In any case, the
number of outstanding shares of Common Stock shall be determined after giving effect to the conversion or exercise of securities of the Company, including this Warrant, by
the Holder or its Affiliates since the date as of which such number of outstanding shares of Common Stock was reported. The “Beneficial Ownership Limitation” shall be
9.99% of the number of shares of the Common Stock outstanding immediately after giving effect to the issuance of shares of Common Stock issuable upon exercise of this
Warrant. The Holder, upon not less than 61 days’ prior notice to the Company, may increase or decrease the Beneficial Ownership Limitation provisions of this Section 1.7,
provided that the Beneficial Ownership Limitation in no event exceeds 9.99% of the number of shares of the Common Stock outstanding immediately after giving effect to the
issuance of shares of Common Stock upon exercise of this Warrant held by the Holder and the provisions of this Section 1.7 shall continue to apply. Any such increase or
decrease will not be effective until the 61st day after such notice is delivered to the Company and shall only apply to such Holder and no other Holder. The provisions of this
paragraph shall be construed and implemented in a manner otherwise than in strict conformity with the terms of this Section 1.7 to correct this paragraph (or any portion hereof)
to the extent defective or inconsistent with the intended Beneficial Ownership Limitation herein contained or to make changes or supplements necessary or desirable to properly
give effect to such limitation. The limitations contained in this paragraph shall apply to a successor holder of this Warrant.

 
2. Exercise in the Absence of Registration Statement. If, at any time while this Warrant is outstanding, the Company shall fail to maintain an effective registration

statement covering all of the shares of Common Stock underlying this Warrant (the “Warrant Shares”) for resale by the Holder, and the Holder has not declined to be included
as a selling shareholder in such registration statement, then and only then the Holder may exercise this Warrant on a "cashless" basis as follows:
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(a) Payment upon exercise may be made at the option of the Holder either in (i) cash, wire transfer or by certified or official bank check payable to the order
of the Company equal to the applicable aggregate Purchase Price, (ii) by delivery of Common Stock issuable upon exercise of the Warrant in accordance with Section (b) below
or (iii) by a combination of any of the foregoing methods, for the number of Common Stock specified in such form (as such exercise number shall be adjusted to reflect any
adjustment in the total number of shares of Common Stock issuable to the holder per the terms of this Warrant) and the Holder shall thereupon be entitled to receive the number
of duly authorized, validly issued, fully-paid and non-assessable shares of Common Stock determined as provided herein.

 
(b) If the Fair Market Value of one share of Common Stock is greater than the Purchase Price (at the date of calculation as set forth below), in lieu of

exercising this Warrant for cash, the holder may elect to receive shares equal to the value (as determined below) of this Warrant (or the portion thereof being cancelled) by
delivery of a properly endorsed Subscription Form delivered to the Company, in which event the Company shall issue to the Holder a number of shares of Common Stock
computed using the following formula:

 
X=Y (A-B)
        A
 

Where X= the number of shares of Common Stock to be issued to the Holder
 

Y= the number of shares of Common Stock purchasable under the Warrant or, if only a portion of the Warrant is being exercised, the portion of
the Warrant being exercised (at the date of such calculation)

 
A= Fair Market Value

 
B= Purchase Price (as adjusted to the date of such calculation)

 
For purposes of Rule 144 promulgated under the 1933 Act, it is intended, understood and acknowledged that the Warrant Shares issued in a cashless exercise

transaction in the manner described above shall be deemed to have been acquired by the Holder, and the holding period for the Warrant Shares shall be deemed to have
commenced, on the date this Warrant was originally issued pursuant to the Subscription Agreement.

 
For purposes of this Warrant, the "Fair Market Value" of a share of Common Stock as of a particular date (the "Determination Date") shall mean:
 

(a) If the Company's Common Stock is traded on an exchange or is quoted on the NASDAQ Global Market, NASDAQ Global Select Market, the
NASDAQ Capital Market, the New York Stock Exchange or the American Stock Exchange, LLC, then the average of the closing sale prices of the Common Stock for the five
(5) Trading Days immediately prior to (but not including) the Determination Date;

 
(b) If the Company's Common Stock is not traded on an exchange or on the NASDAQ Global Market, NASDAQ Global Select Market, the

NASDAQ Capital Market, the New York Stock Exchange or the American Stock Exchange, Inc., but is traded on the OTC Bulletin Board or in the over-the-counter market or
Pink Sheets, then the average of the closing bid and ask prices reported for the five (5) Trading Days immediately prior to (but not including) the Determination Date;

 
(c) Except as provided in clause (d) below and Section 3.1, if the Company's Common Stock is not publicly traded, then as the Holder and the

Company agree, or in the absence of such an agreement, by arbitration in accordance with the rules then standing of the American Arbitration Association, before a single
arbitrator to be chosen from a panel of persons qualified by education and training to pass on the matter to be decided; or
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(d) If the Determination Date is the date of a liquidation, dissolution or winding up, or any event deemed to be a liquidation, dissolution or winding
up pursuant to the Company's charter, then all amounts to be payable per share to holders of the Common Stock pursuant to the charter in the event of such liquidation,
dissolution or winding up, plus all other amounts to be payable per share in respect of the Common Stock in liquidation under the charter, assuming for the purposes of this
clause (d) that all of the shares of Common Stock then issuable upon exercise of all of the Warrants are outstanding at the Determination Date.

 
3. Adjustment for Reorganization, Consolidation, Merger, etc.
 

3.1. Reorganization, Consolidation, Merger, etc. In case at any time or from time to time the Company shall (a) effect a reorganization, (b) consolidate with or
merge into any other person or (c) transfer all or substantially all of its properties or assets to any other person under any plan or arrangement contemplating the dissolution of
the Company, then, in each such case, as a condition to the consummation of such a transaction, proper and adequate provision shall be made by the Company whereby the
Holder of this Warrant, on the exercise hereof as provided in Section 1, at any time after the consummation of such reorganization, consolidation or merger or the effective date
of such dissolution, as the case may be, shall receive, in lieu of the Common Stock (or Other Securities) issuable on such exercise prior to such consummation or such effective
date, the stock and other securities and property (including cash) to which such Holder would have been entitled upon such consummation or in connection with such
dissolution, as the case may be, if such Holder had so exercised this Warrant, immediately prior thereto, all subject to further adjustment thereafter as provided in Section 4.

 
3.2. Dissolution. In the event of any dissolution of the Company following the transfer of all or substantially all of its properties or assets, the Company, prior

to such dissolution, shall at its expense deliver or cause to be delivered the stock and other securities and property (including cash, where applicable) receivable by the Holder
of the Warrants after the effective date of such dissolution pursuant to this Section 3 to a bank or trust company (a “Trustee”) having its principal office in Los Angeles,
California, as trustee for the Holder of the Warrants.

 
3.3. Continuation of Terms. Upon any reorganization, consolidation, merger or transfer (and any dissolution following any transfer) referred to in this

Section 3, this Warrant shall continue in full force and effect and the terms hereof shall be applicable to the Other Securities and property receivable on the exercise of this
Warrant after the consummation of such reorganization, consolidation or merger or the effective date of dissolution following any such transfer, as the case may be, and shall be
binding upon the issuer of any Other Securities, including, in the case of any such transfer, the person acquiring all or substantially all of the properties or assets of the
Company, whether or not such person shall have expressly assumed the terms of this Warrant as provided in Section 4. In the event this Warrant does not continue in full force
and effect after the consummation of the transaction described in this Section 3, then only in such event will the Company’s securities and property (including cash, where
applicable) receivable by the Holder of the Warrants be delivered to the Trustee as contemplated by Section 3.2.

 
4. Extraordinary Events Regarding Common Stock. In the event that the Company shall (a) issue additional shares of the Common Stock as a dividend or other

distribution on outstanding Common Stock, (b) subdivide its outstanding shares of Common Stock, or (c) combine its outstanding shares of the Common Stock into a smaller
number of shares of the Common Stock, then, in each such event, the Purchase Price shall be adjusted, simultaneously with the happening of such event, by multiplying the
then Purchase Price by a fraction, the numerator of which shall be the number of shares of Common Stock outstanding immediately prior to such event and the denominator of
which shall be the number of shares of Common Stock outstanding immediately after such event, and the product so obtained shall thereafter be the Purchase Price then in
effect. The Purchase Price, as so adjusted, shall be readjusted in the same manner upon the happening of any successive event or events described in this Section 4. The number
of shares of Common Stock that the Holder of this Warrant thereafter shall be entitled to receive, on the exercise hereof as provided in Section 1, shall be adjusted to a number
determined by multiplying the number of shares of Common Stock that would otherwise (but for the provisions of this Section 4) be issuable on such exercise by a fraction of
which (a) the numerator is the Purchase Price that would otherwise (but for the provisions of this Section 4) be in effect, and (b) the denominator is the Purchase Price in effect
on the date of such exercise.
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5. Certificate as to Adjustments. In each case of any adjustment or readjustment in the shares of Common Stock (or Other Securities) issuable on the exercise of the
Warrants, the Company at its expense will promptly cause its Chief Financial Officer or other appropriate designee to compute such adjustment or readjustment in accordance
with the terms of the Warrant and prepare a certificate setting forth such adjustment or readjustment and showing in detail the facts upon which such adjustment or readjustment
is based, including a statement of (a) the consideration received or receivable by the Company for any additional shares of Common Stock (or Other Securities) issued or sold or
deemed to have been issued or sold, (b) the number of shares of Common Stock (or Other Securities) outstanding or deemed to be outstanding, and (c) the Purchase Price and
the number of shares of Common Stock to be received upon exercise of this Warrant, in effect immediately prior to such adjustment or readjustment and as adjusted or
readjusted as provided in this Warrant. The Company will forthwith mail a copy of each such certificate to the Holder of the Warrant and any Warrant Agent of the Company
(appointed pursuant to Section 10 hereof).

 
6. No Registration Rights. The Holder of this Warrant has not been granted any registration rights by the Company.
 
7. Reservation of Stock, etc. Issuable on Exercise of Warrant; Financial Statements. The Company will at all times reserve and keep available, solely for issuance and

delivery on the exercise of the Warrants, all shares of Common Stock (or Other Securities) from time to time issuable on the exercise of the Warrant. This Warrant entitles the
Holder hereof to receive copies of all financial and other information distributed or required to be distributed to the holders of the Company’s Common Stock.

 
8. Assignment; Exchange of Warrant. Subject to compliance with applicable securities laws, this Warrant, and the rights evidenced hereby, may be transferred by any

registered holder hereof (a “Transferor”). On the surrender for exchange of this Warrant, with the Transferor’s endorsement in the form of Exhibit B attached hereto (the
“Transferor Endorsement Form”) and together with an opinion of counsel reasonably satisfactory to the Company that the transfer of this Warrant will be in compliance with
applicable securities laws, the Company at its expense, but with payment by the Transferor of any applicable transfer taxes, will issue and deliver to or on the order of the
Transferor thereof a new Warrant or Warrants of like tenor, in the name of the Transferor and/or the transferee(s) specified in such Transferor Endorsement Form (each a
“Transferee”), calling in the aggregate on the face or faces thereof for the number of shares of Common Stock called for on the face or faces of the Warrant so surrendered by
the Transferor. No such transfers shall result in a public distribution of the Warrant.

 
9. Replacement of Warrant. On receipt of evidence reasonably satisfactory to the Company of the loss, theft, destruction or mutilation of this Warrant and, in the case

of any such loss, theft or destruction of this Warrant, on delivery of an indemnity agreement or security reasonably satisfactory in form and amount to the Company or, in the
case of any such mutilation, on surrender and cancellation of this Warrant, the Company at its expense, twice only, will execute and deliver, in lieu thereof, a new Warrant of
like tenor.
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10. Warrant Agent. The Company may, by written notice to the Holder of the Warrant, appoint an agent (a “Warrant Agent”) for the purpose of issuing Common Stock
(or Other Securities) on the exercise of this Warrant pursuant to Section 1, exchanging this Warrant pursuant to Section 8, and replacing this Warrant pursuant to Section 9, or
any of the foregoing, and thereafter any such issuance, exchange or replacement, as the case may be, shall be made at such office by such Warrant Agent.

 
11. Transfer on the Company’s Books. Until this Warrant is transferred on the books of the Company, the Company may treat the registered holder hereof as the

absolute owner hereof for all purposes, notwithstanding any notice to the contrary.
 
12. Notices. All notices, demands, requests, consents, approvals, and other communications required or permitted hereunder shall be in writing and, unless otherwise

specified herein, shall be (i) personally served, (ii) deposited in the mail, registered or certified, return receipt requested, postage prepaid, (iii) delivered by reputable air courier
service with charges prepaid, or (iv) transmitted by hand delivery, telegram, or facsimile, addressed as set forth below or to such other address as such party shall have specified
most recently by written notice. Any notice or other communication required or permitted to be given hereunder shall be deemed effective (a) upon hand delivery or delivery by
facsimile, with accurate confirmation generated by the transmitting facsimile machine, at the address or number designated below (if delivered on a business day during normal
business hours where such notice is to be received), or the first business day following such delivery (if delivered other than on a business day during normal business hours
where such notice is to be received) or (b) on the second business day following the date of mailing by express courier service, fully prepaid, addressed to such address, or upon
actual receipt of such mailing, whichever shall first occur. The addresses for such communications shall be: (i) if to the Company to: Aethlon Medical, Inc., 8910 University
Center Lane, Suite 660, San Diego, California 92122, Fax (858) 332-1739, with a copy by facsimile only to: Law Office of Jennifer A. Post, Attn: Jennifer A. Post, Esq., Fax
(800) 783-2983, (ii) if to the Holder to: _______________.

 
13. Miscellaneous. This Warrant and any term hereof may be changed, waived, discharged or terminated only by an instrument in writing signed by the party against

which enforcement of such change, waiver, discharge or termination is sought. This Warrant shall be construed and enforced in accordance with and governed by the laws of
the State of California. Any dispute relating to this Warrant shall be adjudicated in the City of San Diego in the State of California. The headings in this Warrant are for purposes
of reference only and shall not limit or otherwise affect any of the terms hereof. The invalidity or unenforceability of any provision hereof shall in no way affect the validity or
enforceability of any other provision.

 
 
 

REMAINDER OF PAGE INTENTIALLY LEFT BLANK
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IN WITNESS WHEREOF, the Company has executed this Warrant as of the date first written above.
 

 

AETHLON MEDICAL, INC.
 
By:     /s/ James B. Frakes
          Name:     James B. Frakes
          Title:     Chief Financial Officer

 
Witness:
 
 
_____________________  
 
 

8



 

Exhibit A
 

FORM OF SUBSCRIPTION
 

(to be signed only on exercise of Warrant)
 

TO: AETHLON MEDICAL, INC.
 
The undersigned, pursuant to the provisions set forth in the attached Warrant (No.____), hereby irrevocably elects to purchase (check applicable box):
 
___ ________ shares of the Common Stock covered by such Warrant;

or

 
___ the maximum number of shares of Common Stock covered by such Warrant pursuant to the cashless exercise procedure set forth in Section 2 of the

Warrant.

 
The undersigned herewith makes payment of the full purchase price for such shares at the price per share provided for in such Warrant, which is $___________. Such payment
takes the form of (check applicable box or boxes):
 
___ $__________ in lawful money of the United States;

and/or

 
___ the cancellation of such portion of the attached Warrant as is exercisable for a total of _______ shares of Common Stock (using a Fair Market Value of $_______ per

share for purposes of this calculation); and/or

 
___ the cancellation of such number of shares of Common Stock as is necessary, in accordance with the formula set forth in Section 2 of the Warrant, to exercise this

Warrant with respect to the maximum number of shares of Common Stock purchasable pursuant to the cashless exercise procedure set forth in Section 2.

 
After application of the cashless exercise feature as described above, _____________ shares of Common Stock are required to be delivered pursuant to the instructions below.
 
The undersigned requests that the certificates for such shares be issued in the name of, and delivered to __________________________________________ whose address is
___________________________
 
The undersigned represents and warrants that all offers and sales by the undersigned of the securities issuable upon exercise of the within Warrant shall be made pursuant to
registration of the Common Stock under the Securities Act of 1933, as amended (the "Securities Act"), or pursuant to an exemption from registration under the Securities Act.
 

Dated:___________________  
  
Signature:_______________________________
 
(Signature must conform to name of holder as specified on the face of the Warrant)
 
Address:______________________________
                ______________________________

______________________________
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Exhibit B
 
 
 
 
 

FORM OF TRANSFEROR ENDORSEMENT
 

(To be signed only on transfer of Warrant)
 

For value received, the undersigned hereby sells, assigns, and transfers unto the person(s) named below under the heading “Transferees” the right represented
by the within Warrant to purchase the percentage and number of shares of Common Stock of AETHLON MEDICAL, INC. to which the within Warrant relates specified under
the headings “Percentage Transferred” and “Number Transferred,” respectively, opposite the name(s) of such person(s) and appoints each such person Attorney to transfer its
respective right on the books of AETHLON MEDICAL, INC. with full power of substitution in the premises.

 
 
 

Transferees Percentage Transferred Number Transferred
   
   
   

 
 
 
 

Dated: ______________, ___________
 
 
 
Signed in the presence of:
 
 
 
_____________________________
          (Name)

 
 
 
 
 
ACCEPTED AND AGREED:
[TRANSFEREE]
 
  
 
_____________________________
          (Name)

 

_______________________________
(Signature must conform to name of holder as specified
on the face of the warrant)
 
  
 
________________________________
________________________________
          (address)

 
 
 
________________________________
________________________________
          (address)

 

 
 
 
 



Exhibit 10.1
 

UNIT SUBSCRIPTION AGREEMENT
 

The undersigned (hereinafter the “Subscriber”) hereby confirms the Subscriber’s subscription for the purchase of Units consisting of (i) one share of
Common Stock, par value $0.001 per share (the “Common Stock”), of AETHLON MEDICAL, INC., a Nevada corporation (the “Company”), and (ii) a seven-year warrant to
purchase such number of shares of Common Stock of the Company as shall equal (a) fifty percent of the Subscription Amount set forth on the signature page hereto divided by
(b) $0.081 (the "Warrant Shares") at an exercise price of $0.121 per Warrant Share, in the form attached hereto as Exhibit A (each, a “Warrant” and collectively, the
“Warrants”) on the terms described below.

 
The Units are sometimes referred to herein as the “Securities.” The Board of Directors of the Company has authorized the issuance and sale of up to $5,000,000 of

Units to be sold on or before December 31, 2013.
 
In connection with this subscription, the Subscriber and the Company agree as follows:
 

A. Subscription of the Subscriber.
 

1. Purchase of Units. The Subscriber hereby irrevocably agrees, represents and warrants with, to and for the benefit of the Company, that the Subscriber is executing
this Agreement in connection with the subscription by the Subscriber for Units of the Company, resulting in the aggregate purchase price set forth on the Subscriber’s signature
page hereto based upon the Issue Price (as defined herein). The Subscriber understands that the Company is relying upon the accuracy and completeness of the information
contained herein in complying with its obligations under federal and state securities and other applicable laws. Subject to the terms and conditions of this Agreement, upon
execution and delivery hereof by the Subscriber, the Subscriber hereby agrees to purchase the Units pursuant to the terms hereof, and against concurrent delivery of the purchase
price for such shares. The date upon which the final subscription is accepted by the Company and the full Issue Price has been tendered to the Company shall be known as the
“Closing Date.”

 
2. Offering. This offering of the Units (the “Offering”) is being made to a limited group of investors, all of whom shall represent to the Company pursuant to this

Agreement, by completing the questionnaire attached hereto as Exhibit B, that they are “accredited investors,” as that term is defined in Regulation D promulgated under the
Securities Act of 1933, as amended (the “Securities Act”), or who have otherwise been qualified as investors by the Company. All of the Units offered hereby are being sold by
the Company. The Company is offering the Units for the consideration set forth herein. The Company may sell less than all of the Units offered hereby, and shall be entitled to
accept subscriptions and receive the Issue Price for each subscription prior to the entire Offering being subscribed for. The Offering is being made on a “best efforts” basis. The
minimum subscription amount per investor is $10,000. The maximum offering by the Company is $5,000,000 worth of Units.

 
3. Issue Price. The “Issue Price” of the Units shall be equal to 80% of the average of the closing prices of the Company’s Common Stock for the five day period

immediately preceding each funding under this Unit Subscription Agreement (for example, if the average of the five trailing closing prices is $0.10, then the Issue Price would
be $0.08). The number of Warrant Shares will be based upon the same Issue Price formula with the exercise price being set at 120% of the average of the closing prices over the
same five day period immediately preceding the funding. However, the Company reserves the right to not accept subscriptions if it deems the Issue Price on those subscriptions
to be unacceptable based on the price of the Company’s Common Stock at that time.
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B. Representations and Warranties of the Subscriber. The Subscriber hereby represents and warrants to the Company as of the date hereof:
 

1. Place of Business. The principal place of business address (or residence) set forth below is the Subscriber’s true and correct principal place of business (or residence)
and is the only jurisdiction in which an offer to sell the Units was made to the Subscriber, and the Subscriber has no present intention of moving the Subscriber’s principal place
of business to or of becoming a resident of any other state or jurisdiction.

 
2. Sale or Transfer of the Common Stock. The Subscriber understands that the Common Stock and the shares underlying the Warrants have not been registered under

the Securities Act, or under the laws of any other jurisdiction. The Subscriber understands and agrees that transfer or sale of the Common Stock and the shares underlying the
Warrants may be restricted or prohibited unless they are subsequently registered under the Securities Act and, where required, under the laws of other jurisdictions or an
exemption from registration is available. The Subscriber will not offer, sell, transfer or assign the Subscriber’s Common Stock or any interest therein and the shares underlying
the Warrants in contravention of this Agreement, the Securities Act or any state or federal law. The Subscriber understands and acknowledges that, because of the substantial
restrictions on the transferability of the Common Stock and the shares underlying the Warrants, it may not be possible for the Subscriber to liquidate the Subscriber's investment
in the Company readily, even in the case of an emergency.

 
3. Representations of Investment Experience and Ability to Bear Risk. The Subscriber acknowledges that the Offering has not been registered with the Securities and

Exchange Commission (or any other securities commission or authority of any other jurisdiction) because the Company is relying on an exemption from registration under
Section 4(2) of the Securities Act.

 
4. Own Advice. In connection with the Subscriber’s investment in the Company, the Subscriber has carefully considered and has discussed, to the extent the Subscriber

believes such discussion necessary, with the Subscriber’s professional legal, tax and financial advisers (the “ Investment Advisors”) the suitability of an investment in the Units
for the Subscriber’s particular tax and financial situation and the Subscriber has determined that the Units are a suitable investment for the Subscriber.

 
5. Company History; Risks. The Subscriber represents and warrants that the Subscriber is aware (i) that the Company has limited or no revenues; (ii) that the Units

involve a substantial degree of risk of loss of the Subscriber’s entire investment and that there is no assurance of any income from the Subscriber's investment; and (iii) that any
federal and/or state income tax benefits that may be available to the Subscriber, if any, may be lost through the adoption of new laws or regulations, due to changes to existing
laws and regulations and due to changes in the interpretation of existing laws and regulations. The Subscriber further represents that the Subscriber is relying solely on the
Subscriber’s own conclusions or the advice of the Subscriber’s Investment Advisors with respect to tax aspects of any investment in the Units. The Subscriber further represents
that it has read and reviewed the Company’s filings made with the Securities and Exchange Commission.

 
6 . Inquiries. The Subscriber and its Investment Advisors have been given access to, and prior to the execution of this Agreement, have been provided with an

opportunity to ask questions of, and receive answers from, the Company’s officers concerning the Company and the terms and conditions of the Offering and the Units, and to
obtain any other information that the Subscriber and the Subscriber’s Investment Advisors required with respect to the Company and an investment in the Company in order to
evaluate such investment and verify the accuracy of all information furnished to the Subscriber and its Investment Advisors regarding the Company. All such questions, if
asked, were answered satisfactorily and all information or documents provided were found to be satisfactory. Neither the Subscriber nor its Investment Advisors have been
furnished any offering literature on which they have relied other this Agreement, and the Subscriber and its Investment Advisors have relied only on this Agreement. At no time
was the Subscriber presented with or solicited by any leaflet, public promotion meeting, newspaper or magazine article, radio or television advertisement or any other form of
general advertising or general solicitation.
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7. Authority. The Subscriber is authorized and has full right and power to subscribe for the Units and to perform the Subscriber’s obligations pursuant to the provisions
of this Agreement; the person signing this Agreement and any other instrument executed and delivered herewith on behalf of the Subscriber has been duly authorized by the
Subscriber and has full power and authority to do so. If the Subscriber is a corporation, partnership, unincorporated association or other entity, the person signing this agreement
has the legal capacity to authorize, deliver and be bound by this Agreement and to take all actions required pursuant hereto and further certifies that all necessary approvals of
directors, shareholders or otherwise have been given and obtained; and if the Subscriber is an individual, the Subscriber is of the full age of majority in the jurisdiction in which
the Subscriber is resident and is legally competent to execute, deliver and be bound by this Agreement and take all action pursuant hereto.

 
8. No Default. The execution and delivery of this Agreement and the consummation of the transactions contemplated hereby will not conflict with, or result in any

violation of or default pursuant to, any provision of any governing instrument applicable to the Subscriber, or any agreement or other instrument to which the Subscriber is a
party or by which the Subscriber or any of the Subscriber’s properties are bound or any permit, franchise, judgment, decree, statute, rule or regulation applicable to the
Subscriber or any of the Subscriber’s business or properties.

 
9. ERISA. If the Subscriber is an employee benefit plan subject to ERISA, then the Subscriber acknowledges that the Subscriber has been informed of and understands

the operations and business of the Company, and represents that the Subscriber’s investment in the Company (i) is permissible under the documents and instruments governing
such plan; (ii) satisfies the diversification requirements of ERISA; (iii) is prudent considering all the facts and circumstances; and (iv) is not a “prohibited transaction” within
the meaning of Section 406 of ERISA.

 
10. Purchase Entirely For Own Account. This Agreement is made with the Subscriber in reliance upon the Subscriber’s representations to the Company, which by the

Subscriber’s execution of this Agreement, the Subscriber hereby confirms, that the Common Stock and the shares underlying the Warrants issuable to the Subscriber will be
acquired for investment for the Subscriber’s own account, not as a nominee or agent, and not with a view to the resale or distribution of any part thereof, and that the Subscriber
has no present intention of selling, granting any participation in, or otherwise distributing the same. The Subscriber represents and warrants that the Subscriber has no contract,
understanding, agreement or arrangement with any person to sell or transfer or pledge to such person or anyone else any of the Common Stock or the shares underlying the
Warrants for which the Subscriber hereby subscribes (in whole or in part) or any interest therein; and the Subscriber represents and warrants that the Subscriber has no present
plans to enter into any such contract, undertaking, agreement or arrangement.

 
11. The Subscriber represents and warrants that the funds representing the aggregate subscription price that will be advanced by the Subscriber hereunder will not

represent proceeds of crime and the Subscriber acknowledges that the Company may in the future be required by law to disclose the Subscriber’s name and other information
relating to this Subscription Agreement and the Subscriber’s subscription hereunder, on a confidential basis, and (i) to the best of the Subscriber’s knowledge, none of the
subscription funds to be provided by the Subscriber (a) have been or will be derived from or related to any activity that is deemed criminal under the laws of the United States
of America, or any other jurisdiction, or (b) are being tendered on behalf of a person or entity who has not been identified to the Subscriber, and (ii) the Subscriber shall
promptly notify the Company if the Subscriber discovers that any of such representations cease to be true, and shall provide the Company with appropriate information in
connection therewith.
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12. The Subscriber represents and warrants that the current structure of this transaction and all transactions and activities contemplated hereunder is not a plan or
scheme to evade the registration provisions of the Securities Act.

 
13. The Subscriber acknowledges that:
 
(i) no securities commission or similar regulatory authority has reviewed or passed on the merits of the Units; and

 
(ii) there is no government or other insurance covering the Units; and

 
(iii) there are risks associated with the purchase of the Units; and

 
(iv) there are restrictions on the Subscriber’s ability to resell the Common Stock and the shares underlying the Warrants and it is the responsibility of the Subscriber

to find out what those restrictions are and to comply with them before selling the Common Stock or the shares underlying the Warrants.
 

14. The Subscriber represents and warrants that the Subscriber has not received nor does the Subscriber expect to receive any financial assistance from the Company,
directly or indirectly, in respect of the Subscriber’s purchase of the Units.

 
15. The Subscriber represents and warrants that neither the Company, nor any of its directors, officers, employees or representatives, have made any representations

(oral or written) to the Subscriber regarding the future value of the Common Stock.
 
16. The Subscriber acknowledges that (i) the Company may complete secured or unsecured debt financings or equity financings in the future in order to develop the

Company’s business and to fund its ongoing development, (ii) there is no assurance that such financings will be available and, if available, on reasonable terms, (iii) any such
future financings may have a dilutive effect on current security holders, including the Subscriber, and (iv) if such future financings are not available, the Company may be
unable to fund its ongoing development and the lack of capital resources may result in the failure of its business.

 
17. The Subscriber will not, directly or indirectly, except in compliance with (that is, only to the extent required to comply with) the Securities Act and such other

securities or “Blue Sky” laws as may be applicable, (i) offer, sell, pledge, transfer or otherwise dispose of (or solicit any offers to buy, purchase or otherwise acquire or take a
pledge of) any of the Securities, (ii) engage in any short sale that results in a disposition of any of the Securities by the Subscriber, or (iii) hedge the economic risk of the
Subscriber’s investment in the Securities.
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C. Representations and Warranties of the Company.
 

1. Organization, Good Standing and Qualification. The Company is a corporation duly organized, validly existing, and in good standing under the laws of the State of
Nevada and has all requisite corporate power and corporate authority to carry on its business as now conducted and as proposed to be conducted. The Company is duly qualified
to transact business and is in good standing in each jurisdiction in which such qualification is required, except where the failure to be so qualified would not have a material
adverse effect on the Company.

 
2. Capitalization. As of November 13, 2012, the authorized capital stock of the Company consists of 500,000,000 shares of Common Stock, of which (i) 168,083,769

shares are issued and outstanding, and (ii) 137,107,499 shares are reserved for issuance upon exercise of outstanding warrants, options and other convertible securities. All such
issued and outstanding shares have been duly authorized and validly issued and have been offered, issued, sold, and delivered by the Company in compliance with applicable
federal and state securities laws.

 
3 . Authorization. The Company has all requisite corporate power to execute, deliver and perform its obligations under this Agreement and all other agreements

contemplated hereby and to issue the Common Stock and the shares underlying the Warrants in accordance with the terms hereof. All corporate action on the part of the
Company and its officers, directors and shareholders necessary for the authorization, execution and delivery of this Agreement and all other agreements and obligations
contemplated hereby, the performance of all obligations of the Company hereunder and thereunder, and the authorization, issuance (or reservation for issuance), sale and
delivery of the Common Stock to be issued hereunder has been taken. This Agreement constitutes the valid and legally binding obligation of the Company, enforceable in
accordance with its terms, except (i) as limited by applicable bankruptcy, insolvency, reorganization, moratorium and other laws of general application affecting enforcement of
creditors’ rights generally, and (ii) as limited by general principles of equity, including concepts of materiality, reasonableness, good faith and fair dealing and by the possible
unavailability of specific performance, injunctive relief or other equitable remedies.

 
4. No Violation. The Company’s execution, delivery and performance of this Agreement and all other agreements contemplated hereby and the consummation of the

transactions contemplated hereby and thereby will not with or without the giving of notice or the lapse of time or both (A) violate any provision of law, statute, rule or regulation
to which the Company is subject, (B) violate any order, judgment or decree applicable to it, or (C) conflict with or result in a breach or default under any term or condition of its
applicable governing instruments or any agreement or other instrument to which it is a party or by which it is bound.

 
5. Valid Issuance of Common Stock and Warrants . The Common Stock and Warrants being issued hereunder, when issued, sold and delivered in accordance with the

terms of this Agreement for the consideration expressed herein, will be duly and validly issued, fully paid and non-assessable and will be free of preemptive rights and
restrictions on transfer other than restrictions on transfer under this Agreement and applicable state and federal securities laws. Assuming the truth and accuracy of the
representations and warranties of the Subscriber for the Company’s capital stock under this Agreement, the issuance of the Common Stock hereunder shall be exempt from
registration under the Securities Act and any applicable state securities laws.

 
6. Governmental Consents. No consent, approval, order or authorization of, or registration, qualification, designation, declaration or filing with, any federal, state or

local governmental authority on the part of the Company is required in connection with the valid execution of this Agreement and the consummation of the transactions
contemplated by this Agreement except for filings pursuant to applicable state and federal securities laws which allow filings to be made following the Closing but in no event
later than 15 days after the consummation of the transactions contemplated hereby. The Company is in compliance, in all material respects, with the USA Patriot Act.
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7. Use of Proceeds. The proceeds from the sale of the Units will be made available for general working capital purposes.
 

D. Legend. The certificates representing the Common Stock and Warrants issued by the Company hereunder shall bear the following (or similar) legend:
 

THE SECURITIES REPRESENTED BY THIS CERTIFICATE HAVE NOT BEEN REGISTERED UNDER THE SECURITIES ACT OF 1933, AS
AMENDED (THE “SECURITIES ACT”), OR THE SECURITIES LAWS OF ANY STATE OR OTHER JURISDICTION AND ARE BEING OFFERED
AND SOLD IN RELIANCE ON EXEMPTIONS FROM THE REGISTRATION REQUIREMENTS OF THE SECURITIES ACT AND SUCH LAWS.
THESE SECURITIES MAY NOT BE SOLD, TRANSFERRED OR ASSIGNED UNLESS PURSUANT TO (i) AN EFFECTIVE REGISTRATION
STATEMENT OR (ii) AN EXEMPTION FROM APPLICABLE SECURITIES LAWS, IN WHICH CASE THE COMPANY MAY REQUIRE AN OPINION
OF COUNSEL REASONABLY SATISFACTORY TO THE COMPANY THAT REGISTRATION IS NOT REQUIRED.
 

E. Indemnification. The Subscriber agrees to indemnify and hold harmless the Company and its directors, officers, managers, members, employees, agents and affiliates against
any and all loss, liability, claim, damage and expense whatsoever (including without limitation any and all expenses reasonably incurred in investigating, preparing or defending
against any litigation commenced or threatened or any claim whatsoever) arising out of or based upon any false representation or warranty or breach or failure by the Subscriber
to comply with any covenant agreement made by the Subscriber herein. The Company agrees to indemnify and hold harmless the Subscriber and its directors, officers,
managers, members, employees, agents and affiliates against any and all loss, liability, claim, damage and expense whatsoever (including without limitation any and all
expenses reasonably incurred in investigating, preparing or defending against any litigation commenced or threatened or any claim whatsoever) arising out of or based upon any
false representation or warranty or breach or failure to comply with any covenant agreement made by the Company herein.
 
F. Modification. Neither this Agreement nor any provision hereof shall be waived, modified, discharged or terminated except by an instrument in writing signed by the party
against whom any such waiver, modification, discharge or termination is sought.
 
G. Assignability. This Agreement and the rights and obligations hereunder are not transferable or assignable by the Subscriber.
 
H. Applicable Law. This Agreement shall be governed by and construed in accordance with the laws of the State of Nevada, without regard to principles of conflicts of law.
 
I. Survival of Representations and Warranties. All representations and warranties made by the Subscriber in this Agreement shall survive the execution and delivery of this
Agreement, as well as any investigation at any time made by or on behalf of the Company and the issue and sale of the Units.
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J. Reliance. The Subscriber understands and acknowledges that the Subscriber’s representations, warranties, acknowledgements and agreements in this Agreement will be relied
upon by the Company in determining the Subscriber’s suitability as a purchaser of Units.
 
K. Further Assurances. The Subscriber agrees to provide, if requested, any additional information that may be requested or required to determine the Subscriber’s eligibility to
purchase the Units.
 
L. Entire Agreement. This Agreement constitutes the full and entire understanding and agreement between the parties with regard to the subject matter hereof and no party shall
be liable or bound to any other in any manner by any representations, warranties, covenants and agreements except as specifically set forth herein.
 
M. Severability. In the event one or more of the provisions of this Agreement should be held, for any reason, to be invalid, illegal or unenforceable in any respect, such
invalidity, illegality, or unenforceability shall not affect any other provisions of this Agreement, and this Agreement shall be construed as if such invalid, illegal or
unenforceable provision had never been contained herein.
 

REMAINDER OF PAGE INTENTIONALLY LEFT BLANK
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IN WITNESS WHEREOF, the undersigned has executed this Agreement as of the date set forth on this signature page.
 
Number of shares of Units Subscribed for:  _______
Number of shares of Common Stock:  _______
Number of shares underlying Warrants:   _______
Aggregate Purchase Price:  $ _________

 
 

Print Name of Subscriber (Individual,  Print Name of Authorized
Company, Limited Liability Company,  Representative
   

Corporation or Trust)
 

By:____________________________
Signature of Subscriber or Capacity of Authorized
Authorized Representative  Representative
  
 
Date:     6-14-13
 
Address: _____________________________
 
Social Security Number or U.S. Tax Identification No: ___________
 
SUBSCRIPTION ACCEPTED:
 
AETHLON MEDICAL, INC., a Nevada corporation
 
By:___________________________
     Name:     James B. Frakes
     Title:     Chief Financial Officer

 
Date: ________
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EXHIBIT A
 

Form of Warrant
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EXHIBIT B
 

ACCREDITED INVESTOR QUESTIONNAIRE
 

1. The undersigned certifies that the undersigned is an “accredited investor,” as defined in Rule 501(a) under the Securities Act of 1933, as amended (the “Securities Act”),
because the undersigned is (please check all that apply):

 
a. _______ A director, executive officer or general partner of the issuer of the securities being offered or sold, or any director, executive officer or general partner

of a general partner of the issuer;
 

b. _______ A natural person whose individual net worth, or joint net worth with that person’s spouse, exceeds $1,000,0001;
 

c. _______ A natural person who had an individual income in excess of $200,000 in each of the two most recent years or joint income with that person’s spouse
in excess of $300,000 in each of those years and who has a reasonable expectation of reaching the same income level in the current year (please also complete
Section 2 below);

 
d. _______ A corporation, Massachusetts or similar business trust, partnership or organization described in Section 501(c)(3) of the Internal Revenue Code of

1986, as amended, not formed for the specific purpose of acquiring the securities offered, with total assets in excess of $5,000,000;
 

e. _______ An entity in which all of the equity owners are “accredited investors”;
 

f. _______ A trust, with total assets in excess of $5,000,000, not formed for the specific purpose of acquiring the securities offered, whose purchase is directed by
a sophisticated person, as described in Rule 506(b)(2)(ii) under the Securities Act (please also complete Section 3 below);

 
g. _______ A bank, as defined in Section 3(a)(2) of the Securities Act, or any savings and loan association or other institution as defined in Section 3(a)(5)(A) of

the Act whether acting in its individual or fiduciary capacity;
 

h. _______ A broker or dealer registered pursuant to Section 15 of the Securities Exchange Act of 1934, as amended;
 

i. _______ An insurance company, as defined in Section 2(13) of the Securities Act;
 

j. _______ An investment company registered under the Investment Company Act of 1940, as amended, or a business development company, as defined in
Section 2(a)(48) of such act;

 
 
______________
1 For purposes of calculating such net worth, (i) such person’s primary residence shall not be included as an asset; (ii) indebtedness secured by the primary residence, up to the
estimated fair market value of the primary residence, shall not be included as a liability; (iii) the amount of any increase in the indebtedness secured by the primary residence
incurred within 60 days prior to the purchase of the securities (other than as a result of the acquisition of the primary residence) shall be included as a liability; and (iv)
indebtedness secured by the primary residence in excess of the estimated fair market value of the primary residence shall be included as a liability.
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k. _______ A Small Business Investment Company licensed by the U.S. Small Business Administration under Section 301(c) or (d) of the Small Business
Investment Act of 1958, as amended;

 
l. _______ A plan established and maintained by a state, its political subdivisions, or any agency or instrumentality of a state or its political subdivisions, for the

benefit of its employees, if such plan has total assets in excess of $5,000,000;
 

m. _______ An employee benefit plan within the meaning of the Employee Retirement Income Security Act of 1974, as amended, if the investment decision is
made by a plan fiduciary, as defined in Section 3(21) of such act, which is either a bank, savings and loan association, insurance company, or registered
investment adviser, or if the employee benefit plan has total assets in excess of $5,000,000 or, if a self-directed plan, with investment decisions made solely by
persons who are “accredited investors”; or

 
n. _______ A private business development company, as defined in Section 202(a)(22) of the Investment Advisers Act of 1940, as amended.

 
2. Income. If you are an “accredited investor” relying on 1(c) above, please provide the following information.

 
a. Please specify the amount of your income in calendar years 2010 and 2011 and your projected income for 2012:

 
2010 $____________________
2011 $____________________
2012 $____________________ (projected)

 
 

b. Please describe type of income:
 

Individual _____
Joint _____
Trust _____
Beneficiary _____
Shareholder _____
Partner _____

 
c. Current occupation: ____________________________________________

 
d. Name of employer: _____________________________________________

 
e. Position or Title: _______________________________________________

 
f. Period Employed: ______________________________________________

 
3. Investment Experience. If you are an “accredited investor” relying on 1(f) above, please provide the following information with respect to the individual making the

investment decision.
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(a) Business or professional education (school, dates of attendance, degrees):
 

(b) Details of any training or experience in financial, business or tax matters not disclosed in Item 3(a) immediately above:
 

(c) Please circle an option below to indicate the frequency of your investments in marketable securities (i.e., securities trading on the public markets):
 

Often Occasionally Seldom Never
 

(d) Please state the approximate number and total dollar amount of your prior investments in restricted securities (e.g., private placements):
 
Total Number _______________      Total Amount Invested: $_________________
 

(e) My current net worth, after making this investment and exclusive of homes, furnishings, and automobiles is: $___________________
 

________________________________________________________
 

The undersigned hereby certifies that the foregoing information is true and accurate to the best of the undersigned’s knowledge and belief and that the undersigned will
promptly notify the issuer of any changes to the foregoing.
 
Date:     __________
 
Name of Investor:
  
  
Signature:
 
 
Printed name and title of person signing, if investor is entity:
 
_______________________________
 
Address:
 
 
 

 



EXHIBIT 31.1
 

CERTIFICATION PURSUANT TO RULE 13a-14(a)/15d-14(a), AS ADOPTED
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

 
I, James Joyce, certify that:
 
1.   I have reviewed this Quarterly Report on Form 10-Q of Aethlon Medical, Inc.;
 
2.   Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made, in light
of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;
 
3.   Based on my knowledge, the financial statements, and other financial information included in this Report, fairly present in all material respects the financial condition,
results of operations and cash flows of the registrant as of, and for, the periods presented in this report;
 
4.   The registrant's other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules 13a-
15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:
 
 (a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that material

information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in
which this report is being prepared;

 
 (b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to provide

reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally
accepted accounting principles;

 
 (c) Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the

disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and
 
 (d) Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's most recent fiscal quarter (the

registrant's fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant's internal
control over financial reporting; and

 
5.   The registrant's other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant's auditors
and the audit committee of the registrant's board of directors (or persons performing the equivalent functions):
 
 (a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to adversely

affect the registrant's ability to record, process, summarize and report financial information; and
 
 (b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal control over financial

reporting.
 
Date: August 13, 2013

 
 /s/ JAMES A. JOYCE  
 JAMES A. JOYCE  
 CHIEF EXECUTIVE OFFICER  
 (PRINCIPAL EXECUTIVE OFFICER )  
 



EXHIBIT 31.2
   

CERTIFICATION PURSUANT TO RULE 13a-14(a)/15d-14(a), AS ADOPTED
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

 
I, James Frakes, certify that:
 
1.   I have reviewed this Quarterly Report on Form 10-Q of Aethlon Medical, Inc.;
 
2.   Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made, in light
of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;
 
3.   Based on my knowledge, the financial statements, and other financial information included in this Report, fairly present in all material respects the financial condition,
results of operations and cash flows of the registrant as of, and for, the periods presented in this report;
 
4.   The registrant's other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules 13a-
15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:
 
 (a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that material

information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in
which this report is being prepared;

 
 (b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to provide

reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally
accepted accounting principles;

 
 (c) Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the

disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and
 
 (d) Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's most recent fiscal quarter (the

registrant's fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant's internal
control over financial reporting; and

 
5.   The registrant's other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant's auditors
and the audit committee of the registrant's board of directors (or persons performing the equivalent functions):
 
 (a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to adversely

affect the registrant's ability to record, process, summarize and report financial information; and
 
 (b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal control over financial

reporting.
 
Date: August 13, 2013

 
 /s/ JAMES B. FRAKES  
 JAMES B. FRAKES  
 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 Aethlon Medical, Inc. (the “Registrant”) on Form 10-Q for the three month period ended June 30, 2013 as filed with the
Securities and Exchange Commission on the date hereof, I, James A. Joyce, Chief Executive Officer of the Registrant, certify, pursuant to 18 U.S.C. Section 1350, as adopted
pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that:
 

1. Based on my knowledge, the Quarterly Report on Form 10-Q fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934,
as amended, and
 

2. The information contained in such Quarterly Report on Form 10-Q fairly presents, in all material respects, the financial condition and results of operations of
Aethlon Medical, Inc.
  
  
Dated: August 13, 2013 /s/ JAMES A. JOYCE
 James A. Joyce
 Chief Executive Officer
 Aethlon Medical, Inc.

 
A signed original of this written statement required by Section 906, or other document authenticating, acknowledging, or otherwise adopting the signature that appears in typed
form within the electronic version of this written statement required by Section 906, has been provided to Aethlon Medical, Inc. and will be retained by Aethlon Medical, Inc.
and furnished to the Securities and Exchange Commission or its staff upon request.



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 Aethlon Medical, Inc. (the “Registrant”) on Form 10-Q for the three month period ended June 30, 2013 as filed with the

Securities and Exchange Commission on the date hereof, I, James B. Frakes, Chief Financial Officer of the Registrant, certify, pursuant to 18 U.S.C. Section 1350, as adopted
pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that:

 
 1. Based on my knowledge, the Quarterly Report on Form 10-Q fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of

1934, as amended, and
 

2. The information contained in such Quarterly Report on Form 10-Q fairly presents, in all material respects, the financial condition and results of operations of
Aethlon Medical, Inc.
  
  
Dated: August 13, 2013 /s/ JAMES B. FRAKES
 James B. Frakes
 Chief Financial Officer
 Aethlon Medical, Inc.
 


