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(Former name, former address and former fiscal year, if changed since last report)

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yesx No "~

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (Section
232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required to
submit and post such files). Yesx No ™

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,

or a smaller reporting company. See the definitions of “large accelerated filer”, “accelerated filer” and “smaller reporting
company” in Rule 12b-2 of the Exchange Act.
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Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes
“No x

The number of shares of the registrant's common stock, $0.001 par value, outstanding as of March 19, 2013 was
536,492,002.
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PART I-FINANCIAL INFORMATION

Item 1. Financial Statements

ADVAXIS, INC.
(A Development Stage Company)

BALANCE SHEETS

ASSETS

Current Assets:

Cash

Prepaid Expenses

Other Current Assets
Deferred Expenses - current
Total Current Assets

Deferred expenses — long term

Property and Equipment (net of accumulated depreciation)
Intangible Assets (net of accumulated amortization)
Deferred Financing Cost (net of accumulated amortization)
Other Assets

TOTAL ASSETS

LIABILITIES AND SHAREHOLDERS’ DEFICIENCY

Current Liabilities:

Accounts payable

Accrued expenses

Short term convertible notes and fair value of embedded derivative
Notes Payable — Officer

Notes payable —other

Total Current Liabilities

Deferred Rent

Long-term Convertible Note (less unamortized OID of $40,566)
Common Stock Warrant Liability

Total Liabilities

January 31,
2013
(unaudited)

$100
11,671
83,182
874,187
969,140

253,170
73,476
2,418,762
37,233
38,438

$3,790,219

$3,883,771
1,050,841
2,190,205
490,595
250,000
7,865,412

403,438
3,384,725
11,653,575

October 31,
2012

$232
25,798
8,182
860,293
894,505

342,007
78,068
2,413,755
49,024
38,438

$3,815,797

$5,155,797
1,367,412
2,089,099
477,274
250,000
9,339,582

4,803

434,136
9,778,521
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Shareholders’ Deficiency:

Preferred stock, $0.001 par value; 5,000,000 shares authorized; Series B Preferred
Stock; issued and outstanding 740 at January 31, 2013 and at October 31,

2012. Liquidation preference of $9,907,570

Common Stock - $0.001 par value; authorized 1,000,000,000 shares, issued and

outstanding 493,415,628 at January 31, 2013 and 394,804,165 at October 31, 2012.

Additional Paid-In Capital

Promissory Note Receivable

Deficit accumulated during the development stage

Total Shareholders’ Deficiency

TOTAL LIABILITIES AND SHAREHOLDERS’ DEFICIENCY

The accompanying notes are an integral part of these financial statements.

493,415 394,804

55,487,126 51,727,921
(10,534,424) (10,484,022)
(53,309,473) (47,601,427)
(7,863,356 ) (5,962,724 )
$3,790,219  $3,815,797
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ADVAXIS, INC.
(A Development Stage Company)
STATEMENTS OF OPERATIONS

(unaudited)

Revenue

Operating Expenses
Research and Development Expenses

General and Administrative Expenses
Total Operating expenses

Loss from Operations

Other Income (expense):

Interest expense

Other Income (expense)

(Loss) Gain on note retirement

Net changes in fair value of common stock warrant liability and
embedded derivative liability

Net Loss before benefit for income taxes
Income tax benefit

Net Loss

Dividends attributable to preferred shares
Net Loss applicable to Common Stock

Net Loss per share, basic and diluted

Weighted average number of shares outstanding, basic and diluted

Period from

Three Months Ended March 1, 2002
January 31, (Inception) to
January 31,

2013 2012 2013

$- - 1,863,343
979,103 2,212,909 30,781,937
1,201,951 1,031,392 28,070,461
2,181,054 3,244,301 58,852,398
(2,181,054 ) (3,244,301 ) (56,989,055
(361,176 ) (1,616,882 ) (15,347,041
(19,898 ) 6,744 239,811
152,491 (697,642 ) (840,451
(4,023,599 ) 839,750 17,018,697
(6,433,236 ) (4,712,331 ) (55,918,039
725,190 346,787 2,652,450
(5,708,046 ) (4,365,544 ) (53,265,589
185,000 185,000 2,507,570

$(5,893,046 ) $(4,550,544 ) $(55,773,159

$(.01

445,628,988

The accompanying notes are an integral part of these financial statements.

) $(.02

262,831,912

)
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ADVAXIS, INC.

(A Development Stage Company)
STATEMENTS OF CASH
FLOWS

(unaudited)

OPERATING ACTIVITIES
Net loss

Adjustments to reconcile net loss to net cash used in operating activities:
Non-cash charges to consultants and employees for options and stock

Amortization of deferred financing costs

Amortization of discount on convertible promissory notes
Impairment of intangible assets

Non-cash interest expense

(Gain) Loss on change in value of warrants and embedded derivative

Warrant Expense

Settlement Expense

Employee Stock Purchase Plan

Value of penalty shares issued
Depreciation expense

Amortization expense of intangibles

Write off of intangible assets

Interest Income

Loss (Gain) on note retirement

Changes in operating assets and liabilities :
Decrease (Increase) in prepaid expenses
(Increase) in other current assets

(Increase) in other assets

(Increase) decrease in deferred expenses
Increase (decrease) in accounts payable and accrued expenses
(Decrease) in deferred rent

Increase in interest payable

Net cash used in operating activities
INVESTING ACTIVITIES

Cash paid on acquisition of Great Expectations
Purchase of property and equipment

Cost of intangible assets

Net cash used in Investing Activities
FINANCING ACTIVITIES

Proceeds from convertible notes

Three Months Ended
January 31,
2013 2012

Period from
March 1,
2002
(Inception) to
January 31,
2013

$(5,708,046) $(4,365,544) $(53,265,589 )

369,923
15,291
7,979

328,187
4,023,599
3,274
131,965
5,481

4,592
38,703

(152,491 )

14,128
(75,000 )

74,943
(225,360 )
(4,803 )
9,530
(1,138,105)

(43,709 )
(43,709 )

753,500

300,184
14,825
532,559

1,060,699
(839,750 )

35,409

697,642

23,389
(80,961 )

28,455
470,238
(14,410 )
8,257
(2,129,008)

(126,375 )
(126,375 )

1,451,963

5,349,969
354,115
2,718,356
26,087
11,822,199
(17,018,697 )
767,634
396,965
23,782
149,276
214,040
781,345
33,211

267
840,451

(11,669 )
(83,182 )
(132,271 )
(619,629 )
12,278,900
2,232
(35,372,208 )

(44,940 )
(241,937 )
(3,264,354 )
(3,551,231 )
18,612,900

10
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Repayment of convertible notes

Payment of deferred offering expenses

Cash paid for deferred financing costs
Proceeds from notes payable

Proceeds from (Repayment of) Officer Loan
Net proceeds from issuance of Preferred Stock
Payment on cancellation of warrants
Proceeds from exercise of warrants

Net proceeds of issuance of common stock
Net cash provided by Financing Activities
Net increase (decrease) in cash

Cash at beginning of period

Cash at end of period

The accompanying notes are an integral part of these financial statements.

(3,500

427,882
1,181,682
(132

232

$100

)

)

(52,941 )
(28,500 )
(35,000 )
411,765

1,747,287
(508,096 )
1,096,538
$588,442

(1,649,030
(117,500
(584,493
250,000
318,285
8,610,499
(600,000
1,666,766
12,416,112
38,923,539
100

$100

)
)

)

11
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Supplemental Disclosures of Cash Flow Information

Period from
Three months ended March 1, 2002

January 31, (Inception) to
January 31,
2013 2012 2013
Cash paid for Interest $ 188  $44,292  $ 788,205
Cash paid for Taxes - 2,080 16,453

Supplemental Schedule of Non-cash Investing and Financing Activities

Period from

Three months ended March 1, 2002

January 31, (Inception) to
January 31,
2013 2012 2013
Equipment acquired under notes payable $- $- $ 45,580
Common stock issued to Founders $- $- $ 40
Notes payable and accrued interest converted to Preferred Stock $- $- $ 15,969
Stock dividend on Preferred Stock $- $- $ 43,884
$-

Accounts Payable from consultants settled with Common Stock $- $51,978
Notes payable and embedded derivative liabilities converted to Common

Stock $765,599 $- $ 9,407,969
Intangible assets acquired with notes payable $- $- $ 360,000
Intangible assets acquired with common stock $- $- $ 70,000
Debt discount.in c.onne':cti'o‘n with recording the original value of the $ $200.569 $ 6.473.385
embedded derivative liability

Allocation of the original secured convertible debentures to warrants $- $- $ 214,950
Allocation of the warrants on convertible notes as debt discount $ $651,846 $ 2,710,406
Cancellat'ion of Note Receivable in connection with Preferred Stock $- $(3.051.000) $ (3.051,000
Redemption

Note receivable in connection with exercise of warrants $- $1,795,500 $9,998,210
Warrants Issued in connection with issuance of Common Stock $- $- $ 1,505,550
Warrants Issued in connection with issuance of Preferred Stock $- $- $ 3,587,625

The accompanying notes are an integral part of these financial statements.

12
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ADVAXIS, INC.
NOTES TO THE FINANCIAL STATEMENTS

(unaudited)

1. NATURE OF OPERATIONS AND BASIS OF PRESENTATION

Advaxis Inc. (the “Company”) is a biotechnology company developing the next generation of immunotherapies for
cancer and infectious diseases. The Company’s platform technology is designed to generate a comprehensive immune
response by serving as its own adjuvant, directing antigen presentation, increasing tumor infiltrating killer T-cells, and
decreasing Tregs/MDSCs in the tumor. Today, the Company has over fifteen distinct constructs in various stages of
development, directly developed by the Company and through strategic collaborations.

Since the Company’s inception in 2002, it has focused its initial development efforts upon immunotherapies targeting
cervical cancer, its predecessor condition, cervical intraepithelial neoplasia, head and neck cancer, breast cancer,
prostate cancer, and other cancers and infectious diseases. Although no products have been commercialized to date,
research and development and investment continue to be placed behind the pipeline and the advancement of this
technology. Pipeline development entails risk and expense. It is anticipated that ongoing operational costs for the
Company will continue to increase significantly due to several ongoing clinical trials in this fiscal year.

Liquidity and Financial Condition

The Company’s products are being developed and have not generated significant revenues. As a result, the Company
has suffered recurring losses and its liabilities exceed its assets. These losses are expected to continue for an extended
period of time. The Company intends to continue raising funds through the sale of both debt and equity in order to
continue funding ongoing clinical trials. The accompanying financial statements have been prepared assuming that the
Company will continue as a going concern. There is a working capital deficiency, a shareholders’ deficiency and
recurring losses from operations that raise substantial doubt about its ability to continue as a going concern. The
financial statements do not include any adjustments to the carrying amount and classification of recorded assets and
liabilities should the Company be unable to continue operations. Management’s plans are to continue to raise
additional funds through the sales of debt or equity securities. Subsequent to January 31, 2013, the Company raised an
aggregate of approximately $1.7 million in additional capital through the sale of equity securities and exercise of
warrants.

14
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The Company recognizes it will need to raise additional capital over and above the amount raised subsequent to
January 31, 2013 in order to execute its business plan. There is no assurance that additional financing will be available
when needed or that management will be able to obtain financing on terms acceptable to the Company or whether the
Company will become profitable and generate positive operating cash flow. If the Company is unable to raise
sufficient additional funds, it will have to develop and implement a plan to further extend payables and reduce
overhead until sufficient additional capital is raised to support further operations. There can be no assurance that such
a plan will be successful.

Accordingly, the accompanying consolidated financial statements have been prepared in conformity with accounting
principles generally accepted in the United States of America, which contemplate continuation of the Company as a
going concern and the realization of assets and the satisfaction of liabilities in the normal course of business. The
carrying amounts of assets and liabilities presented in the financial statements do not necessarily represent realizable
or settlement values. The financial statements do not include any adjustments that might result from the outcome of
this uncertainty.

Basis of Presentation

The accompanying unaudited interim financial statements include all adjustments (consisting only of those of a
normal recurring nature) necessary for a fair statement of the results of the interim period. The October 31, 2012
balance sheet is derived from the audited balance sheet included in the Company’s Annual Report on Form 10-K for
the fiscal year ended October 31, 2012 (the “Form 10-K”). These interim financial statements should be read in
conjunction with the Company’s financial statements and notes for the fiscal year ended October 31, 2012 included in
the Form 10-K. The Company believes these financial statements reflect all adjustments and reclassifications that are
necessary for a fair presentation of its financial position and results of operations for the periods presented.

Estimates

The preparation of financial statements in accordance with Generally Accepted Accounting Principles (GAAP)
involves the use of estimates and assumptions that affect the recorded amounts of assets and liabilities as of the date of
the financial statements and the reported amounts of revenue and expenses during the reporting period. Actual results
may differ substantially from these estimates. Significant estimates include the fair value and recoverability of the
carrying value of intangible assets (patents and licenses), the fair value of options, the fair value of embedded
conversion features, warrants and related disclosure of contingent assets and liabilities. On an on-going basis, we
evaluate our estimates, based on historical experience and on various other assumptions that we believe to be
reasonable under the circumstances. Actual results may differ from estimates.

15
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Revenue Recognition

Revenue from license fees and grants is recognized when the following criteria are met: (i) persuasive evidence of an
arrangement exists, (ii) services have been rendered, (iii) the contract price is fixed or determinable, and (iv) collection
is reasonably assured. In licensing arrangements, delivery does not occur for revenue recognition purposes until the
license term begins. Nonrefundable upfront fees received in exchange for products delivered or services performed
that do not represent the culmination of a separate earnings process will be deferred and recognized over the term of
the agreement using the straight line method or another method if it better represents the timing and pattern of
performance. Since its inception, all of the Company’s revenues have been from multiple research grants. For the three
months ended January 31, 2013 and 2012, the Company did not receive any revenue from such grants.

For revenue contracts that contain multiple elements, revenue arrangements with multiple deliverables are divided into
separate units of accounting if the delivered item has value to the customer on a standalone basis and there is objective
and reliable evidence of the fair value of the undelivered item.

Cash

The Company considers all highly liquid investments with an original maturity of three months or less when
purchased to be cash equivalents. As of January 31, 2013 and 2012, the Company did not have any cash equivalents.

Concentration of Credit Risk

The Company maintains its cash in bank deposit accounts (checking) that at times exceed federally insured limits.

Net Loss per Share

Basic net income or loss per common share is computed by dividing net income or loss available to common
shareholders by the weighted average number of common shares outstanding during the periods. Diluted earnings per
share give effect to dilutive options, warrants, convertible debt and other potential common stock outstanding during
the period. Therefore, in the case of a net loss the impact of the potential common stock resulting from warrants,

16
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outstanding stock options and convertible debt are not included in the computation of diluted loss per share, as the
effect would be anti-dilutive. In the case of net income the impact of the potential common stock resulting from these
instruments that have intrinsic value are included in the diluted earnings per share. The table sets forth the number of
potential shares of common stock that have been excluded from diluted net loss per share.

As of January 31,

2013 2012
Warrants 125,154,408 140,976,812
Stock Options 44,287,424 45,057,424
Convertible Debt (using the if-converted method) 48,820,627 46,155,102
Total 218,262,459 232,189,338

Stock Based Compensation

The Company has an equity plan which allows for the granting of stock options to its employees, directors and
consultants for a fixed number of shares with an exercise price equal to the fair value of the shares at date of grant.
The Company measures the cost of services received in exchange for an award of equity instruments based on the fair
value of the award. For employees and directors, the fair value of the award is measured on the grant date and for
non-employees, the fair value of the award is generally re-measured on interim financial reporting dates until the
service period is complete. The fair value amount is then recognized over the period during which services are
required to be provided in exchange for the award, usually the vesting period.

Stock-based compensation for directors is reflected in general and administrative expenses in the statements of
operations. Stock-based compensation for employees and consultants could be reflected in research and development
expenses or general and administrative expenses in the statements of operations.

Fair Value of Financial Instruments

The carrying amounts of financial instruments, including cash, accounts payable and accrued expenses approximated
fair value as of the balance sheet date presented, because of the relatively short maturity dates on these instruments.
The carrying amounts of the financing arrangements issued approximate fair value as of the balance sheet date
presented, because interest rates on these instruments approximate market interest rates after consideration of stated
interest rates, anti-dilution protection and associated warrants.
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Derivative Financial Instruments

The Company does not use derivative instruments to hedge exposures to cash flow, market or foreign currency risks.
The Company evaluates all of its financial instruments to determine if such instruments are derivatives or contain
features that qualify as embedded derivatives. For derivative financial instruments that are accounted for as liabilities,
the derivative instrument is initially recorded at its fair value and is then re-valued at each reporting date, with changes
in the fair value reported in the statements of operations. For stock-based derivative financial instruments, the
Company used the Black Scholes valuation model which approximated the binomial lattice options pricing model to
value the derivative instruments at inception and on subsequent valuation dates. The classification of derivative
instruments, including whether such instruments should be recorded as liabilities or as equity, is evaluated at the end
of each reporting period. Derivative liabilities are classified in the balance sheet as current or non-current based on
whether or not net-cash settlement of the instrument could be required within 12 months of the balance sheet date.

Debt Discount and Amortization of Debt Discount

Debt discount represents the fair value of embedded conversion options of various convertible debt instruments and
attached convertible equity instruments issued in connection with debt instruments. The debt discount is amortized
over the earlier of (i) the term of the debt or (ii) conversion of the debt, using the straight-line method which
approximates the interest method. The amortization of debt discount is included as a component of other expenses in
the accompanying statements of operations.

Recent Accounting Pronouncements

In July 2012, the FASB issued ASU 2012-02, “Intangibles-Goodwill and Other (Topic 350): Testing Indefinite-Lived
Intangible Assets for Impairment." This ASU simplifies how entities test indefinite-lived intangible assets for
impairment which improve consistency in impairment testing requirements among long-lived asset categories. These
amended standards permit an assessment of qualitative factors to determine whether it is more likely than not that the
fair value of an indefinite-lived intangible asset is less than its carrying value. For assets in which this assessment
concludes it is more likely than not that the fair value is more than its carrying value, these amended standards
eliminate the requirement to perform quantitative impairment testing as outlined in the previously issued standards.
The guidance is effective for annual and interim impairment tests performed for fiscal years beginning after
September 15, 2012, early adoption is permitted. The adoption of this standard did not have a material impact on the
Company’s financial position and results of operations.

In February 2013, the FASB issued ASU No. 2013-02, "Reporting of Amounts Reclassified Out of Other
Comprehensive Income". ASU 2013-02 finalized the reporting for reclassifications out of accumulated other
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comprehensive income, which was previously deferred, as discussed below. The amendments do not change the
current requirements for reporting net income or other comprehensive income in financial statements. However, they
do require an entity to provide information about the amounts reclassified out of accumulated other comprehensive
income by component. An entity is also required to present on the face of the financials where net income is reported
or in the footnotes, significant amounts reclassified out of accumulated other comprehensive income by the respective
line items of net income, but only if the amount reclassified is required under U.S. GAAP to be reclassified to net
income in its entirety in the same reporting period. Other amounts need only be cross-referenced to other disclosures
required that provide additional detail of these amounts. The amendments in this update are effective for reporting
periods beginning after December 15, 2012. Early adoption is permitted.

Income Taxes

The Company uses the asset and liability method of accounting for income taxes in accordance with ASC Topic 740,
“Income Taxes.” Under this method, income tax expense is recognized for the amount of: (i) taxes payable or refundable
for the current year and (ii) deferred tax consequences of temporary differences resulting from matters that have been
recognized in an entity’s financial statements or tax returns. Deferred tax assets and liabilities are measured using
enacted tax rates expected to apply to taxable income in the years in which those temporary differences are expected

to be recovered or settled. The effect on deferred tax assets and liabilities of a change in tax rates is recognized in the
results of operations in the period that includes the enactment date. A valuation allowance is provided to reduce the
deferred tax assets reported if based on the weight of the available positive and negative evidence, it is more likely

than not some portion or all of the deferred tax assets will not be realized.

ASC Topic 740-10-30 clarifies the accounting for uncertainty in income taxes recognized in an enterprise’s financial
statements and prescribes a recognition threshold and measurement attribute for the financial statement recognition
and measurement of a tax position taken or expected to be taken in a tax return. ASC Topic 740-10-40 provides
guidance on de-recognition, classification, interest and penalties, accounting in interim periods, disclosure, and
transition. The Company will classify as income tax expense any interest and penalties. The Company has no material
uncertain tax positions for any of the reporting periods presented. The Company files tax returns in U.S. federal and
state jurisdictions, including New Jersey, and is subject to audit by tax authorities beginning with the year ended
October 31, 2009.
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3. PROPERTY AND EQUIPMENT

Property and equipment consists of the following:

January 31,

2013 g(;:i[gber 31,
(Unaudited)
Laboratory Equipment $287,518 $287,518

Accumulated Depreciation (214,042 ) (209,450 )
Net Property and Equipment $ 73,476 $78,068

Depreciation expense for the three months ended January 31, 2013 and 2012 and the period from March 1, 2002
(inception) to January 31, 2013 was $4,592, $0 and $214,042, respectively.

4. INTANGIBLE ASSETS

Under the Penn license agreements, the Company is billed actual patent expenses as they are passed through from
Penn and are billed directly from our patent attorney. The following is a summary of intangible assets as of the end of
the following fiscal periods:

January 31,

2013 (2)(;:1t(2)ber 31,
(Unaudited)
License $651,992 $651,992
Patents 2,466,119 2,422,409
Total intangibles 3,118,111 3,074,401
Accumulated Amortization (699,349 ) (660,646 )
Intangible Assets $2.418,762 $2,413,755

The expirations of the existing patents range from 2014 to 2023 but the expirations can be extended based on market
approval if granted and/or based on existing laws and regulations. Capitalized costs associated with patent
applications that are abandoned without future value are charged to expense when the determination is made not to
pursue the application. No patent applications with future value were abandoned or expired and charged to expense in
the three months ended January 31, 2013 or 2012. Amortization expense for licensed technology and capitalized
patent cost is included in general and administrative expenses and aggregated $38,703, $35,409 and $781,345 for the
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three months ended January 31, 2013 and 2012 and for the period from March 1, 2002 (inception) to January 31,
2013, respectively.

Estimated amortization expense for the next five years is as follows:

Year ended October 31,

2013 105,000
2014 140,000
2015 140,000
2016 140,000
2017 140,000

5. ACCRUED EXPENSES:

The following table represents the major components of accrued expenses:

January 31,

2013 goci[(;ber 31,

(Unaudited)
Salaries and other compensation $ 604,980 $774,001
Clinical Trial 56,468 56,468
Vendors 77,512 77,512
Consultants 32,200 32,200
Financing costs 159,970 174,970
Legal 41,165 214,902
Interest Payable 55,046 28,859
Other 23,500 8,500

$1,050,841 $1,367,412
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6. SHORT-TERM CONVERTIBLE NOTES & FAIR VALUE OF EMBEDDED DERIVATIVE

Convertible Notes payable consist of the following:

January 31, October

2013 31,

(Unaudited) 2012
October 2011 Note Financing - 58,824
December 2011 Note Financing - 131,928
May 2012 Note Financing 807,960 588,313
Bridge Notes 62,882 185,758
JMJ Financial 427,730 73,590
Hanover Holdings Note 280,034 362,791
Magna - 333,086
Chris French - 25,950
Asher 426,173 150,687
Yvonne Paterson - 103,804
James Patton 185,426 78,909

Total Convertible Notes 2,190,205 2,093,640

Unamortized discount — Original Issue Discount (OID) - 4,541 )
Current Portion of Convertible Notes 2,190,205 2,089,099

October 2011 Note Financing

The notes issued by the Company in the offering completed in October 2011, which we refer to as the October 2011
Notes, matured on October 31, 2012. At October 31, 2012, there was one remaining October 2011 Note with an
outstanding principal balance of $58,824.

During the three months ended January 31, 2013, pursuant to the terms of an Assignment Agreement, the Company
delivered a convertible note, which we refer to as the Second Magna Exchange Note, to Magna Group, LLC, an
affiliate of Hanover, which we refer to as Magna, in an aggregate principal amount of $58,824, convertible into shares
of common stock, which bears interest at a rate of 6% per annum, which interest accrues, but does not become payable
until maturity.
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During the three months ended January 31, 2013, the Company converted the $58,824 in principal into 2,277,992
shares of our common stock at conversion prices ranging from $0.025287 to $0.026017, recording non-cash expense
of approximately $70,000 to the loss on retirement account, on the statement of operations, for the difference between
the amount of the principal converted and the fair value of the shares issued as a result of the conversion.

December 2011 Note Financing

At October 31, 2012, there was one remaining note that was issued by the Company in the offering completed in
December 2011, which we refer to as the December 2011 Note, with an outstanding principal balance of $158,824,
having an unamortized debt discount of $26,896.

During the three months ended January 31, 2013, pursuant to the terms of an Assignment Agreement, we delivered a
convertible note to Magna in an aggregate principal amount of $170,589 (including the above $158,824 and a junior
subordinated convertible promissory note in the amount of $11,765), convertible into shares of common stock, which
bears interest at a rate of 6% per annum, which interest accrues, but does not become payable until maturity.

Accretion of the discount was $28,896 for the three months ended January 31, 2013, resulting in the December 2011
Note being recorded at its principal value of $158,824, on the balance sheet, prior to its assignment. During the three
months ended January 31, 2013, the Company converted the $170,589 in principal into 6,110,944 shares of our
common stock at a conversion price of $0.027915, recording non-cash expense of approximately $104,000 to the loss
on retirement account, on the statement of operations, for the difference between the amount of principal converted
and the fair value of the shares issued as a result of the conversion.

10
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May 2012 Note Financings

Effective May 14, 2012, the Company entered into a Note Purchase Agreement, which we refer to as the May 2012
Notes, in which investors acquired $953,333 of our convertible promissory notes for an aggregate purchase price of
approximately $715,000 in cash, representing an original issue discount of 25%. The May 2012 Notes are convertible
into shares of our common stock at $0.15 per share. Additionally, investors received warrants, which the Company
refers to as the May 2012 Warrants, to purchase such number of shares of our common stock equal to 50% of the
number of shares of our common stock that would be issuable upon conversion of their May 2012 Notes at an exercise
price of $0.15 per share. The May 2012 Notes mature on May 18, 2013. The Company may redeem the May 2012
Notes under certain circumstances. The May 2012 Warrants are exercisable at any time on or before May 18, 2017.
The May 2012 Warrants may be exercised on a cashless basis under certain circumstances. As of January 31, 2013 the
conversion price of the May 2012 Notes was $.0253 due to the anti-dilution provisions contained therein and the
exercise price of the May 2012 Warrants was $.085 as a result of the price reset provisions contained therein.

The Company elected to apply the fair-value option to account for the May 2012 Notes and have recorded the May
2012 Notes at a fair value of $454,680 upon issuance. Unrealized losses on the mark-to-market of the May 2012 Notes
which amounted to $681,383 for the period from the date of issuance or May, 14, 2012 through January 31, 2013 were
recognized as a non-cash expense in the changes in fair value account on the statement of operations. Accretion of the
discount, related to the original fair value of the associated warrants, was recognized through interest expense,
amounting to $146,898 for the period from the date of issuance or May 14, 2012 through January 31, 2013.

In addition, as a result of the reset provisions discussed above, the May 2012 Warrants which have been recorded at a
fair value of $291,400 on May 14, 2012, are being reflected as a warrant liability as of the date of issuance. At
October 31, 2012, the warrant liability amounted to $112,487. As of January 31, 2013, the warrant liability amounted
to $193,327, which resulted in a non-cash expense of approximately $80,840 for the three months ended January 31,
2013 and was recorded in the changes in fair value account on the statement of operations.

During the three months ended January 31, 2013, the Company converted $475,000 in principal into 18,784,353
shares of our common stock at a conversion price of $0.025287, recording non-cash expense of approximately
$25,000 to the loss on retirement account, on the operations, for the difference between the amount of the principal
converted and the fair value of the shares issued as a result of the conversion.

As of January 31, 2013, approximately $478,000 in principal remained outstanding on the May 2012 Notes.

Junior Subordinated Convertible Promissory Notes
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The Company refers to all Junior Subordinated Convertible Promissory Notes as “Bridge Notes”.

The Bridge Notes are convertible into shares of the Company’s common stock at a fixed exercise price. For every
dollar invested in the Company’s Bridge Notes, each investor received warrant coverage ranging from approximately
23% to 75%, subject to adjustments upon the occurrence of certain events as more particularly described below and in
the form of warrant. As of October 31, 2012, substantially all of the Bridge Warrants had an exercise price of $0.15
per share. The Bridge Notes may be prepaid in whole or in part at the option of the Company without penalty at any
time prior to the maturity date. The warrants may be exercised on a cashless basis under certain circumstances.

As of October 31, 2012, the Company had approximately $186,000 in principal outstanding on its junior subordinated
convertible promissory notes with maturity dates ranging to May 12, 2012.

During the three months ended January 31, 2013, pursuant to the terms of various Assignment Agreements, the
Company delivered convertible notes to Magna in aggregate principal amounts of $170,589 (including $11,765 of
junior subordinated convertible promissory notes plus the above December 2011 Note in the principal amount of
$158,824) and $111,111(consisting of one junior subordinated convertible promissory note), convertible into shares of
common stock, which bears interest at a rate of 6% per annum, which interest accrues, but does not become payable
until maturity. The Company converted the exchange note, which we refer to as the Third Magna Exchange Note, in
the principal amount of $111,111 into 4,280,090 shares of our common stock at a conversion price of $0.02596 per
share, recording non-cash expense of approximately $106,000 to the loss on retirement account, on the statement of
operations, for the difference between the amount of the principal converted and the fair value of the shares issued as a
result of the conversion.

As of January 31, 2013, approximately $63,000 in principal remained outstanding on the junior unsubordinated
convertible promissory notes, with maturity dates ranging to October 22, 2011. These notes are currently in default
and are recorded as current liabilities on our balance sheet at January 31, 2013.

11

25



Edgar Filing: Advaxis, Inc. - Form 10-Q

JMJ Financial

On August 27, 2012, in a private placement pursuant to a Note Purchase Agreement, we issued JMJ Financial a
convertible promissory note in the aggregate principal amount of $100,000 for a purchase price of $100,000, which
we refer to as the JMJ August 2012 Note. As of October 31, 2012, the JMJ August 2012 Note remained outstanding.
Due to the conversion feature into a variable number of shares, the JMJ August 2012 Note is valued at fair value at
each reporting period. As of October 31, 2012, the fair value of the JMJ August 2012 Note was $73,590.

During the three months ended January 31, 2013, the Company converted the JMJ August 2012 Note totaling
$100,000 into 3,092,973 shares of our common stock. The Company recorded non-cash income of approximately
$96,000 upon conversion. This non-cash income was recorded to the gain on retirement account, on the statement of
operations, representing the difference between the fair value of the JMJ August 2012 Note, as reported on the balance
sheet, and the fair value of the shares issued as a result of the conversion.

On December 28, 2012, in a private placement pursuant to a note purchase agreement, we issued JMJ Financial a one
month convertible promissory note, which we refer to as the JMJ December 2012 Note, in the aggregate principal
amount of $100,000 for a purchase price of $100,000. If repaid before January 31, 2013, the principal amount of the
JMJ December 2012 Note would be $125,000. If the JMJ December 2012 Note was to be rolled into a future
financing, the principal amount would be $115,000.

As of January 31, 2013, the JMJ December 2012 Note remained outstanding. The JMJ December 2012 Note is
initially convertible at a per share conversion price equal to 70% of the lowest closing price in the 25 days prior to
conversion. In recording the JMJ December 2012 Note, at fair value, as of January 31, 2013, the Company recorded
non-cash expense of approximately $328,000. Due to the conversion feature into a variable number of shares the JMJ
December 2012 Note is valued at fair value at each reporting period. As of January 31, 2013, the fair value of the JIMJ
December 2012 Note was $427,730. Because the JMJ December 2012 Note matures within one year, it has been
classified as a current liability on the balance sheet as of January 31, 2013.

Hanover Holdings Notes

On September 19, 2012, in a private placement pursuant to a Note Purchase Agreement, the Company issued Hanover
Holdings I, LLC, which the Company refers to as Hanover, a convertible promissory note in the aggregate principal
amount of $132,500, for a purchase price of $132,500, which the Company refers to as the Initial Hanover PIPE Note.
On October 19, 2012, in a private placement pursuant to a note purchase agreement, the Company issued Hanover a
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convertible promissory note in the aggregate principal amount of $132,500, for a purchase price of $132,500, which
the Company refers to as the Second Hanover PIPE Note, which, together with the Initial Hanover PIPE Note the
Company refers to as the Hanover PIPE Notes.

On December 6, 2012, in a private placement pursuant to a note purchase agreement, the Company issued Hanover a
convertible promissory note in the aggregate principal amount of $100,000 for a purchase price of $100,000, which
the Company refers to as the Hanover December 2012 Note. The Hanover December 2012 Note bears interest at a rate
of 12% per annum, which interest accrues, but does not become payable until maturity or acceleration of the principal
of such Hanover December 2012 Note. The Hanover December 2012 Note is convertible into shares of our common
stock at a conversion price of $0.03 per share. On December 5, Hanover exchanged the Initial Hanover PIPE Notes for
convertible notes in the form of the Hanover December 2012 Note in all material respects (other than date of issuance,
exchange date, the maturity date of May 19, 2012 solely with respect to the exchanged Hanover PIPE Note issued in
exchange for the Initial Hanover PIPE Note and the maturity date of June 19, 2013 solely with respect to the
exchanged Hanover PIPE Note issued in exchange for the Second Hanover PIPE Note) that also are convertible into
shares of our common stock at a conversion price of $0.03 per share, which the Company refers to as the Exchanged
Hanover PIPE Notes. In addition, on December 6, 2012, the Company issued Hanover a convertible promissory note
in the aggregate principal amount of $100,000, which the Company refers to as the Hanover December 2012 Note.
Each of the Hanover December 2012 Note and the Exchanged Hanover PIPE Notes are subject to limitations on
conversion if after giving effect to such conversion Hanover would beneficially own more than 4.99% of our common
stock.

Due to the fixed conversion price of $0.03, the Company reversed fair value adjustments taken in the period ended
October 31, 2012 resulting in the Hanover PIPE Notes being recorded on the balance sheet at principal value. Then,
the Company recorded beneficial conversion features in the aggregate principal amount of $122,092 as a discount to
these notes. Accretion of the discounts amounted to $37,125 for the three months ended January 31, 2013, resulting in
Hanover Notes being recorded at $280,034 on the balance sheet as of January 31, 2012.

Magna Note

As of October 31, 2012, the Magna Exchange Note was recorded at a fair value of $333,086 on the balance sheet.

12
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During the three months ended January 31, 2013, Magna converted the remaining approximately $300,000 in
principal into 10,124,026 shares of our common stock at prices ranging from $0.0257 to $0.0331, resulting in
non-cash expense for the period of approximately $44,000 resulting from the difference between the amount of
principal converted and the fair value of the shares issued as a result of the conversion. As of January 31, 2013, the
Magna Exchange Note had been converted in full.

Asher

On September 11, 2012, in a private placement pursuant to a Note Purchase Agreement, the Company issued Asher
Enterprises, Inc, which it refers to as Asher, a convertible promissory note in the aggregate principal amount of
$103,500, for a purchase price of $100,000, which it refers to as the Asher Note. The Asher Note bears interest at a
rate of 8%, which interest accrues, but does not become payable until maturity or acceleration of the principal of the
Asher Note. The Asher Note is convertible into shares of our common stock at a conversion price equal to 61% of the
arithmetic average of the five lowest closing trading prices for the common stock during the 10 trading day period
ending on the latest complete trading day prior to the applicable conversion date. The Asher Note matures on June 13,
2013, nine months from its issuance date. The Asher Note may be converted by Asher, at its option, in whole or in
part. The Asher Note includes a limitation on conversion, which provides that at no time will Asher be entitled to
convert any portion of the Asher Note, to the extent that after such conversion, Asher (together with its affiliates)
would beneficially own more than 4.99% of the outstanding shares of the common stock as of such date.

Unrealized losses on the mark-to-market of the Asher Note which amounted to $47,187, for the period from the date
of issuance were recorded as non-cash expense for the period ended October 31, 2012. Unrealized losses on the
mark-to-market of the Asher Note for the three months ended January 31, 2013, amounted to $42,130.

On November 12, 2012, in a private placement pursuant to a note purchase agreement, we issued Asher a convertible
promissory note in the aggregate principal amount of $153,500, for a purchase price of $150,000, which we refer to as
the Second Asher Note. The Second Asher Note bears interest at a rate of 8%, which interest accrues, but does not
become payable until maturity or acceleration of the principal of the Second Asher Note. The Second Asher Note is
convertible into shares of our common stock at a conversion price equal to 65% of the arithmetic average of the five
lowest closing trading prices for the common stock during the 10 trading day period ending on the latest complete
trading day prior to the applicable conversion date. The Second Asher Note matures on June 13, 2013, nine months
from its issuance date. The Second Asher Note may be converted by Asher, at its option, in whole or in part. The
Second Asher Note includes a limitation on conversion, which provides that at no time will Asher be entitled to
convert any portion of the Second Asher Note, to the extent that after such conversion, Asher (together with its
affiliates) would beneficially own more than 4.99% of the outstanding shares of the common stock as of such date.

Unrealized losses on the mark-to-market of the Second Asher Note which amounted to $79,856, for the period from
the date of issuance were recorded as non-cash expense for the period ended January 31, 2013.
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Chris French

During the three months ended January 31 2013, the Company converted principal of $25,000 of a note issued to
Chris French plus accrued interest of approximately $633, into 565,847 shares of our common stock at a conversion
price of $0.045 per share. In addition, the Company issued a warrant in the amount of 282,924 shares, which expires
on October 26, 2015 and revalued the warrant liability, at January 31, 2013, with an exercise price of $0.045, resulting
in non-cash expense of approximately $21,000 resulting from the difference between the fair value of the note as
shown on the balance sheet plus accrued interest to-date and the fair value of the shares issued as a result of the
conversion.

Yvonne Paterson

During the three months ended January 31 2013, the Company converted principal of $100,000 of a note issued to
Yvonne Paterson plus accrued interest of approximately $2,532, into 2,263,389 shares of our common stock at a
conversion price of $0.045 per share. In addition, the Company issued a warrant in the amount of 1,131,695 shares,
which expires on October 26, 2015 and revalued the warrant liability, at January 31, 2013, with an exercise price of
$0.045, resulting in non-cash expense of approximately $32,000 resulting from the difference between the fair value
of the note as shown on the balance sheet plus accrued interest to-date and the fair value of the shares issued as a
result of the conversion.

James Patton

On August 2, 2012, in a private placement pursuant to a Note Purchase Agreement, we issued Dr. James Patton, a
member of our board of directors, a convertible promissory note, which we refer to as the Patton Note in the principal
amount of $66,667 for a purchase price of $50,000. The Patton Note was issued with an original issue discount of
25%. Dr. Patton paid $0.75 for each $1.00 of principal amount of the Patton Note purchased. The Patton Note is
convertible into shares of our common stock at a per share conversion price equal to $0.025287 and is subject to “full
ratchet” anti-dilution protection upon certain equity issuances below $0.025287 per share (as may be further adjusted).
Additionally, Dr. Patton received a warrant, which we refer to as the Patton Warrant, to purchase such number of
shares of our common stock equal to 50% of such number of shares of our common stock issuable upon conversion of
the Patton Note at an exercise price of $0.085 per share. The Patton Note matures on August 2, 2013. We may redeem
the Patton Note under certain circumstances. The Patton Warrant is exercisable at any time on or before August 2,
2017. The Patton Warrant may be exercised on a cashless basis under certain circumstances. The Patton Note and the
Patton Warrant each include a limitation on conversion or exercise, as applicable, which provides that at no time will
Dr. Patton be entitled to convert any portion of the Patton Note or Patton Warrant, to the extent that after such
conversion or exercise, as applicable, Dr. Patton (together with his affiliates) would beneficially own more than 4.99%
of the outstanding shares of the common stock as of such date.
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As of January 31, 2013, the Patton Warrants had a fair value of $14,044, resulting in non-cash expense of
approximately $6,000 for the three months ended January 31, 2013 resulting from an increase in the Black-Scholes
value of the warrant liability. In addition, unrealized losses on the mark-to-market of the note which amounted to
approximately $103,000, for the three months ended January 31, 2013, were recorded as non-cash expense.

Accretion of the discount amounted to $3,355, for the three months ended January 31, 2013.

7. NOTES PAYABLE-OFFICER:

Moore Notes

The Company has agreed to sell senior promissory notes, which we refer to as the Moore Notes, to Mr. Moore, our
chief executive officer, from time to time, under an agreement which we refer to as the Moore Agreement. The Moore
Notes bear interest at the rate of 12% per annum. Currently, under the terms of the amended and restated Moore
Notes, the maturity date is the earlier of (i) the date of consummation of an equity financing in an amount of $6.0
million or more or (ii) the occurrence of any event of default as defined in the Moore Notes. As of October 31, 2012,
the Company owed Mr. Moore approximately $477,000 in principal and interest under the Moore Notes.

For the three months ended January 31, 2013, Mr. Moore loaned the Company $3,800 under the Moore Notes. The
Company paid Mr. Moore no principal on the Moore Notes for the three months ended January 31, 2013. For the
three months ended January 31, 2013 and 2012 as well as the period from inception, the Company recorded interest
expense of $9,530, $8,257 and $309,552 respectively. As of January 31, 2013 and October 31, 2012, respectively, the
Company was not in default under the terms of the Moore Agreement. The Company intends to repay Mr. Moore
when funds are sufficiently available. As of January 31 2013, the Company owed Mr. Moore approximately $491,000
in principal and interest under the Moore Notes.

8. NOTES PAYABLE-OTHER:

JLSI, LLC

On July 21, 2012, the Company received $250,000 from JLSI, LLC in return for issuing a promissory note in the
principal amount of $250,000, which bears interest at 33% per annum, compounded annually and which matured on
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December 31, 2012 (“July 2012 Note”). This note still remains outstanding. The Company has recorded approximately
$37,000 in interest related to this promissory note, through December 31, 2012.

On March 10, 2013 the Company entered into an Exchange Agreement with JLSI, LLC to exchange the July 2012
Note in the principal amount of $250,000 plus interest of approximately $37,000 for common stock, par value $.001
per share . On December 31, 2012 the parties agreed to prepare the Exchange Agreement with a fixed conversion
price of $.03 per share, the market closing price of the Company’s common stock on December 31,2012. The
Company expects to issue 9,561,416 shares during the second fiscal quarter of 2013.

9. LONG-TERM CONVERTIBLE NOTE

Tonaquint Note

On December 13, 2012, the Company entered into an agreement, which the Company refers to as the Tonaquint
Purchase Agreement, with Tonaquint, Inc., which the Company refers to as Tonaquint, whereby the Company issued
Tonaquint a secured convertible promissory note for the initial principal sum of $890,000, which the Company refers
to as the Tonaquint Note. The Tonaquint Note bears interest at a rate of 8% and is due 26 months after its issue date.
The Tonaquint Note can be converted at a fixed price of $0.16 per share but is subject to reduction in the event that we
issue shares below the conversion price of $0.16 after six months has elapsed after the date of the closing.

On the closing date, Tonaquint (i) funded $400,000 in cash, (ii) issued a secured note in the principal amount of
$200,000, which the Company refers to as Note 1, and (iii) issued an additional secured note in the principal amount
of $200,000, which the Company refers to as Note 2. Note 1 bears interest at a rate of 5% and is due on the earlier of
(1) 60 days following the maturity date under the Tonaquint Note, and (ii) the later of (A) 8 months after the closing
date under the Tonaquint Purchase Agreement and (B) satisfaction of certain payment conditions. Note 2 bears
interest at a rate of 5% and is due on the earlier of (i) 60 days following the maturity date under the Tonaquint Note,
and (ii) the later of (A) 10 months after the closing date under the Tonaquint Purchase Agreement and (B) satisfaction
of certain payment conditions.
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The Company has agreed to make installment payments on the Tonaquint Note beginning 6 months after closing in
cash or in stock. If the Company chooses to make installment payments in stock, then such stock will be issued at a
price per share equal to 80% of the average of the 5 lowest daily closing bid prices for the common stock during the
20 consecutive trading days prior to the installment date. Tonaquint has the right to receive additional shares if the
market price of our common stock is lower than the price per share of our common stock on the installment date.

As of January 31, 2013, the Tonaquint Note was recorded at $444,044, which reflects an Original Issue Discount
(OID) discount of 9.1%, pursuant to the terms of the Tonaquint Note, or $44,004. A portion of the OID, in the amount
of $3,538, was amortized to interest expense, leaving a remaining OID balance of $40,566, as of January 31, 2013.
The Company recorded this note on the balance sheet at $403,438 ($444,004 less unamortized OID of $40,566).

10. DERIVATIVE INSTRUMENTS

Warrants

As of January 31, 2013, there were outstanding warrants to purchase 125,154,408 shares of our common stock with
exercise prices ranging from $0.045 to $0.17 per share. Information on the outstanding warrants is as follows:

Type

Exchange
warrants-nonexercisable
Common Stock Purchase
Warrant

Common Stock Purchase
Warrant

Common Stock Purchase
Warrant

Common Stock Purchase
Warrant

Common Stock Purchase
Warrant

Common Stock Purchase
Warrant

Common Stock Purchase
Warrant

Common Stock Purchase
Warrant

Exercise
. Amount

Price
$0.15 34,791,156
$0.15 3,578,949
$0.15 1,453,553
$0.15 2,213,234
$0.085 2,771,777
$0.1399-0.17 25,400,659
$0.15 46,956
$0.085-0.15 3,735,430

0.045-0.085 1,919,764

Expiration Date
October 2014

May 2015

October
2014-October 2015
January
2015-January 2016

May 2017

January 2013-April
2015

N/A

May 2014 — May
2017

October
2015-August 2017

Type of Financing

July 2012 Warrant Exchanges

May 2011 Convertible Debt
Financing

October 2011 Convertible Debt
Financing

December 2011 Convertible Debt
Financing

May 2012 Convertible Debt
Financing

Bridge Notes

Vendor & Other

Placement Agent — Convertible
Debt Financing

August — September 2012
Convertible Promissory Notes

33



Common Stock Purchase
Warrant

Common Stock Purchase
Warrant

Edgar Filing: Advaxis, Inc. - Form 10-Q

0.15
Subtotal:
TBD (1)

Grand
Total

23,676,930 December 2014
99,594,408
25,560,000 April 2014

125,154,408

Tonaquint Promissory Note

Preferred Stock Agreement
(4/04/2011)

During December 2011, the Company unreserved for issuance shares related to the preferred stock warrants. If
(1)exercisable, exercise price means an amount per warrant share equal to the closing sale price of a share of
common stock on the applicable tranche notice date.

As of October 31, 2012, there were outstanding warrants to purchase 100,322,588 shares of our common stock with
exercise prices ranging from $0.053 to $0.17 per share. Information on the outstanding warrants is as follows:

Type

Exchange
warrants-nonexercisable
Common Stock Purchase
Warrant

Common Stock Purchase
Warrant

Common Stock Purchase
Warrant

Common Stock Purchase
Warrant

Common Stock Purchase
Warrant

Common Stock Purchase
Warrant

Common Stock Purchase
Warrant

Common Stock Purchase
Warrant

Common Stock Purchase
Warrant

Exercise
Price

$0.15
$0.15
$0.15
$0.15
$0.15
$0.1495-0.17
$0.15
$0.15

0.0530-0.15
Subtotal:
TBD (1)

Grand
Total

Amount Expiration Date
34,791,156 October 2014
3,578,949  May 2015

October
1,433,553 2014-October 2015
January
2,213,234 2015-January 2016
2,777,177 May 2017
January 2013-April
24,754,595 2015
46,956 N/A
May 2014 — May
3,735,430 2017
October
1,410,938 2015-August 2017
74,762,588
25,560,000  April 2014
100,322,588

Type of Financing

July 2012 Warrant Exchanges

May 2011 Convertible Debt
Financing

October 2011 Convertible Debt
Financing

December 2011 Convertible Debt
Financing

May 2012 Convertible Debt
Financing

Bridge Notes

Vendor & Other

Placement Agent — Convertible
Debt Financing

August — September 2012
Convertible Promissory Notes

Preferred Stock Agreement
(4/04/2011)

During December 2011, the Company unreserved for issuance shares related to the preferred stock warrants. If
(1)exercisable, exercise price means an amount per warrant share equal to the closing sale price of a share of
common stock on the applicable tranche notice date.
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At both January 31, 2013 and October 31, 2012, the Company had approximately 15.1 million of its outstanding
warrants classified as equity (equity warrants). At issuance, equity warrants are recorded at their relative fair values,
using the Relative Fair Value Method, in the shareholders’ equity section of the balance sheet. Its equity warrants can
only be settled through the issuance of shares and are not subject to anti-dilution provisions.
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As of January 31, 2013, the Company had approximately 110 million of its total 125.1 million outstanding warrants
classified as liability warrants (common stock warrant liability). The fair value of the warrant liability, as of January
31, 2013 was approximately $3.4 million. At October 31, 2012, the Company had approximately 85.2 million of its
total 100.3 million outstanding warrants classified as liability warrants (common stock warrant liability). The fair
value of the warrant liability, as of October 31, 2012, was approximately $0.4 million. In fair valuing the warrant
liability, at January 31, 2013 and 2012, the Company used the following inputs in its Black-Scholes Model (BSM
Model):

(Unaudited)
January 31,
2013

October 31,
2012

Exercise Price:  $ 0.045-0.17 $ 0.053-0.17
Stock Price 0.072 0.045

Expected term: 84-1769 days 81-1736 days
Volatility % 87.77%-180.89% 66.51%-146.78 %

Risk Free Rate: .06%-.26 % .09-.56 %

Warrant Liability

As of January 31, 2013, the Company had approximately 110 million of its total approximately 125.1 million total
warrants classified as liabilities (liability warrants). Of these 110 million liability warrants, approximately 75.2 million
warrants are outstanding and 34.8 million warrants are exchange warrants — nonexercisable. The Company utilizes the
BSM Model to calculate the fair value of these warrants at issuance and at each subsequent reporting date. For those
warrants with exercise price reset features (anti-dilution provisions), the Company computes multiple valuations, each
quarter, using an adjusted BSM model, to account for the various possibilities that could occur due to changes in the
inputs to the BSM model as a result of contractually-obligated changes (for example, changes in strike price to
account for down-round provisions). The Company effectively weights each calculation based on the likelihood of
occurrence to determine the value of the warrants at the reporting date. Approximately 14.0 million of our 110 million
liability warrants are subject to anti-dilution provisions. A certain number of liability warrants contain a cash
settlement provision in the event of a fundamental transaction (as defined in the common stock purchase warrant).
Any changes in the fair value of the warrant liability (i.e. - the total fair value of all outstanding liability warrants at
the balance sheet date) between reporting periods will be reported on the statement of operations.

As of January 31, 2013 and October 31, 2012, the fair value of the warrant liability was approximately $3.4 million
and $434,000, respectively. For the three months ended January 31, 2013 and 2012, the Company reported expense of
approximately $2.95 million and income of approximately$0.9 million, respectively, due to changes in the fair value
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of the warrant liability.

Exercise of Warrants

During the three months ended January 31, 2013, no warrants were exercised by investors. During the three months
ended January 31, 2012, investors in the Company exercised 2,745,097 warrants at a price of $0.15 per share,
resulting in total proceeds to the Company of approximately $412,000.

Warrants with Anti-Dilution Provisions

Some of our warrants (approximately 14.0 million) contain anti-dilution provisions originally set at $0.20 with a term
of five years. As of January 31, 2013, these warrants had an exercise price of approximately $0.14. As of October 31,
2012, these warrants had an exercise price of approximately $0.15. If the Company issues any common stock , except
for exempt issuances as defined in the warrant for consideration less than the exercise price then the exercise price and
the amount of warrant shares available would be adjusted to a new price and amount of shares per the “ weighted
average” formula included in the warrant. The anti-dilution provision requires the Company to issue approximately
901,000 additional warrant shares; and the exercise price to be lowered to a de minimis amount ($0.1399). Any future
financial offering or instrument issuance below t