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PART I
ITEM 1. FINANCIAL STATEMENTS.
MEDICAL DISCOVERIES, INC. AND SUBSIDIARIES

(A Development Stage Company)
CONDENSED CONSOLIDATED BALANCE SHEETS

(Unaudited)
March 31, December 31,
2007 2006
ASSETS
CURRENT ASSETS
Cash $ 137,385 $ 47,658
Total Current Assets 137,385 47,658
Property and Equipment, net 733 789
Assets held for sale 57,059 61,460
TOTAL ASSETS $ 195,177 $ 109,907
LIABILITIES AND STOCKHOLDERS' DEFICIT
CURRENT LIABILITIES
Accounts payable $ 711,621  $ 663,691
Accrued payroll and payroll taxes 1,244,848 1,184,264
Accrued interest payable 275,112 267,739
Notes payable to shareholders 56,000 56,000
Convertible notes payable 193,200 193,200
Financial instrument 100,969 294,988
Current liabilities associated with assets held for sale 2,959,903 2,914,438
Total Current Liabilities 5,541,653 5,574,320
LONG-TERM LIABILITY 90,000 90,000
TOTAL LIABILITIES 5,631,653 5,664,320
STOCKHOLDERS' DEFICIT
Preferred stock - undesignated, Series A, convertible; no par value;

50,000,000 shares authorized; 34,420 shares issued and outstanding;

(aggregate liquidation preference of $3,442,000); the Company also

has designated a Series B with no shares issued or outstanding 514,612 514,612
Common stock, no par value; 250,000,000 shares authorized;

118,357,704 shares issued and outstanding 15,299,017 15,299,017
Additional paid-in capital 1,348,020 1,056,020
Deficit accumulated prior to the development stage (1,399,577) (1,399,577)
Deficit accumulated during the development stage (21,198,548) (21,024,485)

Total Stockholders' Deficit (5,436,476) (5,554,413)

TOTAL LIABILITIES AND STOCKHOLDERS' DEFICIT $ 195,177 $ 109,907

The accompanying notes are an integral part of these condensed consolidated financial statements




MEDICAL DISCLOVERIES, INC. AND SUBSIDIARIES
(A Development Stage Company)
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(Unaudited)
From Inception of the
Development Stage on
November 20, 1991
For the Three Months Ended through
March 31, March 31,
2007 2006 2007

Operating Expenses

General and administrative $ 251,327 $ 89.835 § 5,202,000
Loss from Operations (251,327) (89,835) (5,202,000)
Other Income (Expenses)

Unrealized gain (loss) on financial instrument 194,019 (1,119,777) 5,058,818

Interest income 148 1,211 58,312

Interest expense (7,740) (7,372) (1,193,360)

Gain on debt restructuring - - 2,039,650

Other income - - 906,485

Total Other Income (Expenses) 186,427 (1,125,938) 6,869,905

Income (Loss) from Continuing Operations (64,900) (1,215,773) 1,667,905
Loss from Discontinued Operations (109,163) (355,693) (22,174,254)
Net Loss (174,063) (1,571,466) (20,506,349)
Preferred stock dividend from beneficial

conversion feature - - (692,199)
Net Loss Applicable to Common Shareholders (174,063) (1,571,466) (21,198,548)
Basic and Diluted Loss per Common Share:

Loss from Continuing Operations (0.000) $ (0.011)

Loss from Discontinued Operations (0.001) $ (0.004)

Net loss $ (0.001) $ (0.015)
Basic and Diluted Weighted-Average Common

Shares Outstanding 118,357,704 107,895,212

The accompanying notes are an integral part of these condensed consolidated financial statements




MEDICAL DISCOVERIES, INC. AND SUBSIDIARIES
(A Development Stage Company)
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited)

From Inception of the
Development Stage on
November 20, 1991

For the Three Months Ended through
March 31, March 31,
2007 2006 2007

Cash Flows From Operating Activities
Net loss $ (174,063) $ (1,571,466) $ (20,506,349)
Adjustments to reconcile net loss to net cash provided by

(used in) operating activities

Foreign currency transaction loss 34,058 7,425 95,079
Gain on debt restructuring - - (2,039,650)
Common stock issued for services, expenses, and litigation - - 4,267,717
Commitment for research and development obligation - - 2,378,445
Depreciation 4,457 5,014 131,629
Reduction of escrow receivable from research and development - - 272,700
Unrealized gain (loss) on financial instrument (194,019) 1,119,777 (5,058,818)
Stock options and warrants granted for services 292,000 67,350 5,249,003
Reduction of legal costs - - (130,000)
Write-off of subscriptions receivable - - 112,500
Impairment loss on assets - - 9,709
Loss on disposal of equipment - - 30,364
Write-off of receivable - - 562,240
Note payable issued for litigation - - 385,000

Changes in operating assets and liabilities

Accounts receivable ) ) (7,529)
Accounts payable 59,337 (183,321) 3,432,804
Accrued expenses 67,957 7,372 234,398
Net Cash Provided by (Used in) Operating Activities 89,727 (547,849) (10,580,758)
Cash Flows From Investing Activities
Increase in deposits - - (51,100)
Purchase of equipment - - (221,334)
Issuance of note receivable - - (313,170)
Payments received on note receivable - - 130,000
Net Cash Used in Financing Activities - - (455,604)
Cash Flows From Investing Activities
Issuance of common stock, preferred stock, and warrants for cash - - 10,033,845
Contributed equity - - 131,374
Proceeds from notes payable - - 1,336,613
Payments on notes payable - - (801,287)
Proceeds from convertible notes payable - - 571,702
Payments on convertible notes payable - - (98,500)
Net Cash Provided by Financing Activities - - 11,173,747
Net Increase (Decrease) in Cash 89,727 (547,849) 137,385
Cash at Beginning of Period 47,658 654,438 -
Cash at End of Period $ 137,385 § 106,589 $ 137,385

The accompanying notes are an integral part of these condensed consolidated financial statements




MEDICAL DISCOVERIES, INC. AND SUBSIDIARIES
(A Development Stage Company)
Notes to Unaudited Condensed Consolidated Financial Statements

Note 1 - Basis of Presentation
Unaudited Interim Consolidated Financial Statements

The accompanying unaudited condensed consolidated financial statements have been prepared by the Company pursuant to the rules and regulations of the Securities and
Exchange Commission. Certain information and footnote disclosures normally included in financial statements prepared in accordance with accounting principles generally
accepted in the United States of America have been condensed or omitted pursuant to such rules and regulations. In the opinion of management, all adjustments and disclosures
necessary for a fair presentation of these financial statements have been included and are of normal, recurring nature. These financial statements should be read in conjunction
with the financial statements and notes thereto included in the Company’s annual report on Form 10-KSB for the year ended December 31, 2006, as filed with the Securities and
Exchange Commission. The results of operations for the three months ended March 31, 2007, may not be indicative of the results that may be expected for the year ending
December 31, 2007.

Loss per Common Share

Loss per share amounts are computed by dividing net loss applicable to common shareholders by the weighted-average number of common shares outstanding during each
period. Diluted loss per share amounts are computed assuming the issuance of common stock for potentially dilutive common stock equivalents. All outstanding stock options,
warrants, and convertible common stock are currently antidilutive and have been excluded from the diluted loss per share calculations. The potentially dilutive common stock
equivalents at March 31, 2007 and 2006 are as follows:

2007 2006
Convertible notes 128,671 128,671
Convertible preferred stock 141,106,493 38,620,690
Stock warrants 38,973,861 40,923,861
Stock options and compensation-based warrants 29,883,000 19,983,000
210,092,025 99,656,222

As of the date of these financial statements, the Company does not have enough authorized shares to meet the commitments it has entered into. Management is currently
considering alternative solutions to this situation.

Recently Issued Accounting Standards

In September 2006, the FASB issued SFAS No. 157, Fair Value Measurements (SFAS 157). SFAS 157 defines fair value, establishes a framework for measuring fair
value in generally accepted accounting principles, and expands disclosures about fair value measurements. Certain aspects of this statement are effective for financial
statements issued for fiscal years beginning after November 15, 2007. Accordingly, the Company will adopt SFAS 157 in 2008 to the extent that it is effective. The Company
is currently evaluating the impact of SFAS 157 on the financial statements.

In February 2007, the FASB issued SFAS No. 159, The Fair Value Option for Financial Assets and Financial Liabilities - including an amendment of FASB
Statement No. 115 (SFAS 159). SFAS 159 allows measurement at fair value of eligible financial assets and liabilities that are not otherwise measured at fair value. If the fair
value option for an eligible item is elected, unrealized gains and losses for that item shall be reported in current earnings at each subsequent reporting date. SFAS 159 also
establishes presentation and disclosure requirements designed to draw comparison between the different measurement attributes the Company elects for similar types of assets
and liabilities. This statement is effective for fiscal years beginning after November 15, 2007. Accordingly, the Company will adopt SFAS 159 in 2008, to the extent that it is
effective. The Company is in the process of evaluating the application of the fair value option and its effect on its financial position and results of operations.




MEDICAL DISCOVERIES, INC. AND SUBSIDIARIES
(A Development Stage Company)
Notes to Unaudited Condensed Consolidated Financial Statements

Note 2 - Going Concern Considerations

The Company’s recurring losses from development-stage activities in the current and prior years raise substantial doubt about the Company’s ability to continue as a going
concern. As further described in the following footnotes, management of the Company is restructuring and reorganizing the Company to reposition the Company’s future
business and related operations. In February 2007, the Company engaged a consulting firm to assist it in resolving its financial issues, to obtain advice regarding any strategic
alternatives that may be available to it, and to prevent the Company from losing all of its assets in bankruptcy. The Company has discontinued its bio-pharmaceutical operations
and has sold certain assets of this business segment and has an agreement to sell the remainder of the assets of this business for cash and assumption of liabilities. The Company
has also obtained a secured term credit facility to provide interim financing until the sale of assets closes, of which the Company has utilized $350,000. The Company has also
entered into a share exchange agreement with an entity for the purpose of developing a business involving the production of bio-diesel. In connection with this new business
direction, the Company has entered into an employment agreement for a new Chief Operating Officer, who will also become the Chief Executive Officer in the near future and
has entered into other consulting and service agreements in connection with the bio-diesel operation.

The ability of the Company to continue as a going concrn is dependent upon the success of these new planned operations. The financial statements do not include any
adjustments to reflect the possible effects on the recoverability and classification of assets or amounts and classifications of liabilities that may result from the possible inability
of the Company to continue as a going concern.

Note 3 - Discontinued Operations

During the three months ended March 31, 2007, the Board of Directors determined that it could no longer fund the development of its two drug candidates and could not obtain
additional funding for these drug candidates. The Board evaluated the value of both of its developmental stage drug candidates. In March, 2007, the Board determined that the
best course of action was to discontinue further development of these two drug candidates and sell these technologies.

Eucodis Agreement

On March 8, 2007, the Company entered into a binding letter of intent with Eucodis Pharmaceuticals Forschungs - und Entwicklungs GmbH, an Austrian company (Eucodis),
regarding their intent to proceed with the evaluation, negotiation, and execution of a sale and purchase agreement related to certain assets of the Company. On July 6, 2007, the
Company entered into a sale and purchase agreement (the Asset Sale Agreement) with Eucodis, pursuant to which Eucodis agreed to acquire certain assets of the Company in
consideration for a cash payment and the assumption by Eucodis of certain indebtedness of the Company. Pursuant to the Second Amendment to the Asset Sale Agreement, the
sale is scheduled to be consummated on or before January 31, 2008 after the shareholders of the Company have approved the transaction.




MEDICAL DISCOVERIES, INC. AND SUBSIDIARIES
(A Development Stage Company)
Notes to Unaudited Condensed Consolidated Financial Statements

The assets to be acquired by Eucodis pursuant to the Asset Sale Agreement include all of the Company’s right, title and interest in all patents, patent applications, United States
and foreign regulatory files and data, pre-clinical study data and anecdotal clinical trial data concerning SaveCream. In addition, at the closing of the sale, the Company will also
assign to Eucodis all of its right, title and interest in a co-development agreement with Eucodis, dated as of July 29, 2006, related to the co-development and licensing of
SaveCream (including the intellectual property rights acquired in connection with that development) and their rights under certain other contracts relating to SaveCream.

The purchase price to be paid by Eucodis for acquiring these assets will be €4,007,534 (approximately $5,906,000 under exchange rates in effect as of November 30, 2007), is
comprised of (i) a cash payment of €1,538,462 (approximately $2,267,000 under exchange rates in effect as of November 30, 2007) less $200,000 received in March 2007 under
the binding letter of intent, and (ii) Eucodis’ assumption of an aggregate of €2,469,072 (approximately $3,639,000 under exchange rates in effect as of November 30, 2007),
constituting specific indebtedness currently owed and other commitments to certain creditors of the Company. In addition, at the closing of the sale, Eucodis will assume (i) all
financial and other obligations of the Company under certain contracts to be assigned to Eucodis, and (ii) certain other costs incurred by the Company since February 28, 2007
in connection with preserving the acquired assets for the benefit of Eucodis until closing of the sale.

MDI-P Agreement

The Company also entertained various offers to purchase the Company’s rights to the assets related to the MDI-P compound. On August 9, 2007, the Company sold the MDI-P
related assets for $310,000 in cash. The sale included the patents, name, and other intellectual property, research results and test data, production units and equipment, and other
assets related to this technology. No liabilities were assumed by the purchaser in this transaction.

Accounting for Discontinued Operations

Pursuant to accounting rules for discontinued operations, the Company has classified all revenue and expense for 2007 and prior periods related to the operations of its bio-
pharmaceutical business as discontinued operations. For all periods prior to March 2007, the Company has reclassified all revenue and operating expenses to discontinued
operations, except for estimated general corporate overhead, because all of its operations related to the discontinued technologies. The assets being sold and the liabilities being
assumed in the planned sales have been segregated in the accompanying balance sheets and are characterized as Assets Held for Sale and Current Liabilities Associated with
Assets Held for Sale, respectively. Revenues of $200,000 for the three months ended March 31, 2007 (none for the three months ended March 31, 2006) are included in the loss
from discontinued operations. The Company has not recorded any gain or loss at March 31, 2007 associated with the planned sale of the bio-pharmaceutical business. The
following table presents the main classes of assets and liabilities associated with the discontinued business.




MEDICAL DISCOVERIES, INC. AND SUBSIDIARIES
(A Development Stage Company)
Notes to Unaudited Condensed Consolidated Financial Statements

March 31, December 31,
2007 2006
Assets:
Property and equipment, net of accumulated depreciation $ 57,059 $ 61,460
Liabilities:
Current liabilities:
Accounts payable $ 485713  $ 472,993
Research and development obligation 2,474,190 2,441,445
$ 2,959,903 $ 2,914,438

Note 4 - Consulting Agreements

In February 2007, the Company engaged the Emmes Group, a consulting firm, to assist it in resolving its financial issues, to obtain advice regarding any strategic alternatives
that may be available to it, and to prevent the Company from losing all of its assets in bankruptcy. During the past several months, the Company has explored a number of
transactions that would (i) prevent the Company’s shareholders from losing their entire investment in the Company and (ii) enable the Company to repay some of its currently
outstanding debts and liabilities. The consulting agreement has a term of one year. As compensation for its services, the consultant is to receive $15,000 per month plus a
warrant to purchase 5,000,000 shares of the Company’s common stock. The warrant has an exercise price of $0.03 per share, contains a cash-less exercise provision, and
expires ten years from date of issue. The Company valued this warrant at $146,000 using the Black-Scholes pricing model. The weighted average fair value of the stock options
was $0.0292 per share. The weighted-average assumptions used for the calculation of fair value were risk-free rate of 4.84%, volatility of 134%, expected life of ten years, and
dividend yield of zero. The fair value of the warrant was expensed as share-based compensation on the date of issue.

In February 2007, the Company entered into another consulting agreement with an individual to assist it in the preparation of financial statements and reporting to the SEC. The

consulting agreement had a term of one year. As compensation for its services, the consultant was to receive $10,000 per month plus a warrant to purchase 5,000,000 shares of
the Company’s common stock. The warrant has an exercise price of $0.03 per share, contains a cash-less exercise provision, and expires ten years from date of issue. The

Company valued this warrant at $146,000 using the Black-Scholes pricing model. The weighted average fair value of the stock options was $0.0292 per share. The weighted-

average assumptions used for the calculation of fair value were risk-free rate of 4.84%, volatility of 134%, expected life of ten years, and dividend yield of zero. The fair value of
the warrant was expensed as share-based compensation on the date of issue. This consulting agreement was terminated in May 2007. Since the consulting agreement was

terminated prior to its expiration date, the Company’s obligations under the consulting agreement, if any, for the period after the termination date are unclear. No demand for

any additional compensation has been made against the Company under the consulting agreement.

Note 5 - Stock Options and Warrants

Compensation-Based Stock Warrants and Options

The Company has two incentive stock option plans wherein 24,000,000 shares of the Company’s common stock are reserved for issuance thereunder.

As described in Note 4 to the condensed consolidated financial statements, the Company issued compensation-based warrants to purchase 10,000,000 shares of common stock
during the three months ended March 31, 2007. The warrants have an exercise price of $0.03 per share, contain a cash-less exercise provision, and expire ten years from date of
issue. During the three months ended March 31, 2006, the Company granted a stock option to a former officer and director. The option is for 500,000 shares exercisable at $0.25
per share through December 31, 2010. The option was fully vested on January 1, 2006. No income tax benefit has been recognized for share-based compensation arrangements
and no compensation cost has been capitalized in the balance sheet.




MEDICAL DISCOVERIES, INC. AND SUBSIDIARIES
(A Development Stage Company)
Notes to Unaudited Condensed Consolidated Financial Statements

A summary of the status of the compensation-based warrants and options outstanding at March 31, 2007, and changes during the three months then ended is presented in the
following table:

Compensation-
Based Stock Weighted Average
Warrants and Weighted Average Remaining Aggregate
Options Exercise Price Contractual Life Intrinsic Value
Outstanding at January 1, 2007 19,883,000 $ 0.05
Granted 10,000,000 0.03
Expired - -
Outstanding at March 31, 2007 29,883,000 $ 0.04 7.4 years $ 100,000
Exercisable at March 31, 2007 29,883,000 $ 0.04 7.4 years $ 100,000

At March 31, 2007, 80,000 of the options outstanding have no stated contractual life. The fair value of each stock option granted or compensation-based warrant issued to an
employee or consultant is estimated on the date of grant or issue using the Black-Scholes pricing model. The weighted average fair value of stock warrants issued to consultants
during the three months ended March 31, 2007 was $0.03 per share. The weighted-average assumptions used for warrants issued during the three months ended March 31, 2007
were risk-free rate of 4.84%, volatility of 134%, expected life of ten years, and dividend yield of zero. The weighted average fair value of stock options granted to the employee
during the three months ended March 31, 2006 was $0.13 per share. The weighted-average assumptions used for options granted during the three months ended March 31, 2006
were risk-free rate of 4.3%, volatility of 152%, expected life of five years, and dividend yield of zero.

The assumptions employed in the Black-Scholes option pricing model include the following. The expected life of stock options represents the period of time that the stock
options granted are expected to be outstanding based on historical exercise trends. The expected volatility is based on the historical price volatility of our common stock. The
risk-free interest rate represents the U.S. Treasury constant maturities rate for the expected life of the related stock warrants. The dividend yield represents our anticipated cash
dividend over the expected life of the stock warrants.

The Company recognized $292,000 of share-based compensation for warrants issued during the three months ended March 31, 2007. The Company recognized $67,350 of
share-based compensation for options granted during the three months ended March 31, 2006. As of March 31, 2007, there was no unrecognized compensation cost related to
stock options or warrants that will be recognized in the future.




MEDICAL DISCOVERIES, INC. AND SUBSIDIARIES
(A Development Stage Company)
Notes to Unaudited Condensed Consolidated Financial Statements

Other Stock Warrants
A summary of the status of the other warrants outstanding at March 31, 2007, and changes during the three months then ended is presented in the following table:

Shares Under W eighted Average

‘Warrant Exercise Price
Outstanding at January 1, 2007 38,973,861 $ 0.19
Issued - -
Expired - -
Outstanding at March 31, 2007 38,973,861 $ 0.19

Note 6 - Subsequent Events
Global Clean Energy Holdings, LLC

Having agreed to discontinue its bio-pharmaceutical operations and dispose of the related assets, the Company considered entering into a number of other businesses that would
enable it to be able to provide the shareholders with future value. The Company’s Board of Directors decided to develop a business to produce and sell seed oils, including seed
oils harvested from the planting and cultivation of the Jatropha curcas plant, for the purpose of providing feedstock oil intended for the generation of methyl ester, otherwise
known as bio-diesel (the “Jatropha Business”). The Company’s Board concluded that there was a significant opportunity to participate in the rapidly growing biofuels industry,
which previously was mainly driven by high priced, edible oil-based feedstocks. In order to commence its new Jatropha Business, effective September 1, 2007, the Company (i)
hired Richard Palmer, an energy consultant, and a member of Global Clean Energy Holdings LLC (“Global”) to act as its new President, Chief Operating Officer and future
Chief Executive Officer, (ii) engaged Mobius Risk Group, LLC, a Texas company engaged in providing energy risk advisory services, to provide it with consulting services
related to the development of the Jatropha Business, and (iii) acquired certain trade secrets, know-how, business plans, term sheets, business relationships, and other information
relating to the cultivation and production of seed oil from the Jatropha plant for the production of bio-diesel from Global.

Share Exchange Agreement

The Company entered into a share exchange agreement (the Global Agreement) pursuant to which the Company acquired all of the outstanding ownership interests in Global
Clean Energy Holdings, LLC, a Delaware limited liability company (Global) on September 7, 2007 from Mobius Risk Group, LLC (Mobius) and from Richard Palmer (Mr.
Palmer). Global is an entity that has certain trade secrets, know-how, business plans, term sheets, business relationships, and other information relating to the start-up of a
business related to the cultivation and production of seed oil from the seed of the Jatropha plant, for the purpose of providing feedstock oil intended for the production of bio-
diesel. Under the Global Agreement, the Company issued 63,945,257 shares of its common stock for all of the issued and outstanding membership interests of Global. Of the
63,945,257 shares issued under the Global Agreement, 36,540,146 shares were issued and delivered at the closing of the Global Agreement without any restrictions. The
remaining 27,405,111 shares of common stock were, however, held in escrow by the Company, subject to forfeiture in the event that certain specified performance and market-
related milestones are not achieved. Upon the satisfaction from time to time of the operational and market capitalization condition milestones, the restricted shares will be
released by the Company from escrow and delivered to the buyers in accordance with the terms and conditions of the Global Agreement. In the event that all of the milestone
conditions are not achieved, the restricted shares that have not been released from escrow will be cancelled by the Company and thereafter cease to be outstanding.




MEDICAL DISCOVERIES, INC. AND SUBSIDIARIES
(A Development Stage Company)
Notes to Unaudited Condensed Consolidated Financial Statements

Of the restricted shares issued under the Global Agreement, 13,702,556 shares will be released from escrow if and when certain land lease agreements suitable for the planting
and cultivation of Jatropha curcas are executed and certain operation management agreements with a third-party land and operations management company with respect to the
management, planting and cultivation of Jatropha curcas are executed. These restricted shares will be held in escrow subject to the satisfaction of these milestones, at which
time such shares will be released from escrow and delivered to the sellers.

The remaining 13,702,555 restricted shares issued under the Global Agreement will be released from escrow upon satisfaction of certain market capitalization and average daily
trading volume levels. These restricted shares will be held in escrow subject to the satisfaction of these milestones, at which time such shares will be released from escrow and
delivered to the sellers. As of November 30, 2007, a total of 4,567,518 shares had been released from escrow and delivered to the sellers.

The Company is currently evaluating the accounting effect of the Share Exchange Agreement.
Mobius Consulting Agreement

Concurrent with the execution of the Global Agreement, the Company entered into a consulting agreement with Mobius pursuant to which Mobius has agreed to provide
consulting services to the Company in connection with the Company’s new Jatropha bio-diesel feedstock business. The Company engaged Mobius as a consultant to obtain
Mobius’ experience and expertise in the feedstock/bio-diesel market to assist the Company and Mr. Palmer in developing this new line of operations for the Company. Mobius
has agreed to provide the following services to the Company: (i) manage and supervise a contemplated research and development program contracted by the Company and
conducted by the University of Texas Pan American regarding the location, characterization, and optimal economic propagation of the Jatropha plant; and (ii) assist with the
management and supervision of the planning, construction, and start-up of plant nurseries and seed production plantations in Mexico, the Caribbean or Central America.

The term of the agreement is twelve (12) months, or until the scope of work under the agreement has been completed. Mobius will supervise the hiring of certain staff to serve
in management and operations roles of the Company, or hire such persons to provide similar services as independent contractors. Mobius’ compensation for the services
provided under the agreement is a monthly retainer of $45,000. The Company will also reimburse Mobius for reasonable business expenses incurred in connection with the
services provided. The agreement contains customary confidentiality provisions with respect to any confidential information disclosed to Mobius or which Mobius receives
while providing services under the agreement.

Palmer Employment Agreement

Effective September 1, 2007, the Company entered into an employment agreement with Richard Palmer pursuant to which the Company hired Mr. Palmer to serve as its
President and Chief Operating Officer. Mr. Palmer was also appointed to serve as director on the Company’s Board of Directors to serve until the next election of directors by
the Company’s shareholders. Upon the resignation of the current Chief Executive Officer, Mr. Palmer also will become the Company’s Chief Executive Officer. The Company
hired Mr. Palmer to take advantage of his experience and expertise in the feedstock/bio-diesel space, and in particular, in the Jatropha bio-diesel and feedstock business. The
term of employment commenced September 1, 2007 and ends on September 30, 2010, unless terminated in accordance with the provisions of the agreement.
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MEDICAL DISCOVERIES, INC. AND SUBSIDIARIES
(A Development Stage Company)
Notes to Unaudited Condensed Consolidated Financial Statements

Mr. Palmer’s compensation package includes a base salary of $250,000, subject to annual increases based on changes in the Consumer Price Index, and a bonus payment based
on Mr. Palmer’s satisfaction of certain performance criteria established by the compensation committee of the Company’s Board of Directors. The bonus amount in any fiscal
year will not exceed 100% of Mr. Palmer’s base salary. Mr. Palmer is eligible to participate in the Company’s employee stock option plan and other welfare plans. The
Company granted Mr. Palmer an incentive option to purchase up to 12,000,000 shares of its common stock at an exercise price of $0.03 (the trading price on the date the
agreement was signed). The options vest upon the Company’s achievement of certain market capitalization goals. When the Company’s market capitalization reaches $75
million, the incentive option will vest with respect to 6,000,000 shares. When the Company’s market capitalization reaches $120 million, the incentive option will vest with
respect to the remaining 6,000,000 shares. The option expires five years after grant.

If Mr. Palmer’s employment is terminated by the Company without “cause” or by Mr. Palmer for “good reason”, he will be entitled to severance payments including 100% of
his then-current annual base salary, plus 50% of the target bonus for the fiscal year in which his employment is terminated, and the incentive option to purchase 12,000,000
shares of common stock shall vest following termination of Mr. Palmer’s employment. The Company is currently evaluating the proper accounting treatment for this
employment agreement and option issuance.

LODEMO Agreement
On October 15, 2007, the Company entered into a service agreement with Corporativo LODEMO S.A DE CV, a Mexican corporation (the LODEMO Group).

The Company has decided to initiate its Jatropha Business in Mexico, and has already identified parcels of land in Mexico to plant and cultivate Jatropha. In order to obtain all
of the logistical and other services needed to operate a large-scale farming and transportation business in Mexico, the Company entered into the service agreement with the
LODEMO Group, a privately held Mexican company with substantial land holdings, significant experience in diesel distribution and sales, liquids transportation, logistics, land
development and agriculture.

Under the supervision of the Company’s management and Mobius, the LODEMO Group will be responsible for the establishment, development, and day-to-day operations of
the Jatropha Business in Mexico, including the extraction of the oil from the Jatropha seeds, the delivery of the Jatropha oil to buyers, the purchase or lease of land in Mexico,
the establishment and operation of one or more Jatropha nurseries, the clearing, planting and cultivation of the Jatropha fields, the harvesting of the Jatropha seeds, the operation
of the Company’s oil extraction facilities, and the logistics associated with the foregoing. Although the LODEMO Group will be responsible for identifying and acquiring the
farmland, ownership of the farmland or any lease thereto will be held directly by the Company or by a Mexican subsidiary of the Company. The LODEMO Group will be
responsible for hiring and managing all necessary employees. All direct and budgeted costs of the Jatropha Business in Mexico will be borne by the Company.

11
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Notes to Unaudited Condensed Consolidated Financial Statements

The LODEMO Group will provide the foregoing and other necessary services for a fee primarily based on the number of hectares of Jatropha under cultivation. The Company
has agreed to pay the LODEMO Group a fixed fee per year of $60 per hectare of land planted and maintained with minimum payments based on 10,000 hectares of developed
land, to follow a planned planting schedule. The Agreement has a 20-year term but may be terminated earlier by the Company under certain circumstances. The LODEMO
Group also will potentially receive incentive compensation for controlling costs below the annual budget established by the parties, production incentives for increase yield and
a sales commission for biomass sales.

Loan Agreement

In order to fund ongoing operations pending closing of the sale to Eucodis, the Company entered into the Loan Agreement with, and issued a promissory note in favor of, with
Mercator Momentum Fund III, L.P. (Mercator). Pursuant to the loan agreement, Mercator made available to the Company a secured term credit facility in principal amount of
$1,000,000. The promissory note initially was due and payable on December 14, 2007. As of December 13, 2007, the Company owed Mercator $250,000 under the loan.
Mercator has agreed to extend the maturity date of the $250,000 to February 21, 2008. The foregoing loan is secured by a lien on all of our assets. The lender and its affiliates
currently own all of the issued and outstanding shares of Series A Convertible Preferred Stock of the Company.

Under the loan agreement, interest is payable on the loan at a rate of 12% per annum, payable monthly. In connection with the closing of the loan, the Company agreed to the
exchange of the warrants to purchase 27,452,973 shares at a price of $0.1967 per share previously issued to the lender and certain of its affiliates to (i) lower the exercise price
of such warrants to $0.01 per share, (ii) permit the cash-less exercise of the warrants, and (iii) extend the expiration date thereof to September 30, 2013. The Company is
currently evaluating the accounting effect of the loan agreement and exchange of warrants.

Consultant Agreement

On September 14, 2007, the Company entered into a one-year agreement with a consultant for investor relations services. Under the agreement, the Company agreed to pay total
compensation of $105,000 over the one-year term. As additional compensation, the Company issued 4,357,298 shares of restricted common stock to the consultant and granted
piggyback registration rights for the stock to be registered in connection with the Company’s next registration of securities. The Company is currently evaluating the accounting
treatment for this consulting agreement.

Conversion of Series A Preferred Stock

On September 17, 2007, the preferred stockholders gave notice to the Company and converted 5,492 shares of Series A Preferred Stock into 10,983,521 shares of common
stock. The conversion price was $0.05 per share.

Release and Settlement Agreement

Mercator Momentum Fund, LP; Monarch Pointe Fund, Ltd.; and Mercator Momentum Fund III, LP, each a private investment entity (collectively, the MAG Funds) purchased
shares of the Company’s Series A Preferred Convertible Stock in 2004 and in 2005. In connection with the 2005 investment, the Company agreed to eliminate the conversion
price floor of the Series A Stock. The Company failed to file an amendment to the Series A Stock Certificate of Designations of Preferences and Rights for the Series A Stock
that would have eliminated the conversion price floor. Accordingly, in connection with an intended conversion of some of their Series A Stock in September 2007, the MAG
Funds were required to convert Series A Stock at a conversion price higher than the price that would have applied if the Amendment had been filed as agreed.
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On October 22, 2007, the Company executed and entered into a Release and Settlement Agreement (the Release Agreement), with the MAG Funds to settle all losses and
damages that MAG may have suffered, and may hereafter suffer, as result of the Company’s failure to file the amendment to the Series A Stock Certificate of Designations of
Preferences and Rights for the Series A Stock. Pursuant to the Release Agreement, the Company issued to the MAG Funds a ten-year warrant to acquire up to 17,000,000 shares
of the Company’s common stock at an exercise price of $0.01 per share expiring October 17, 2017. The warrant contains a cash-less exercise provision, and the initial warrant
price is subject to adjustments in connection with (i) the Company’s issuance of dividends in shares of Common Stock, or shares of Common Stock or other securities
convertible into shares of Common Stock without consideration, (ii) any cash paid or payable to the holders of Common Stock other than as a regular cash dividend, and (ii)
future stock splits, reverse stock splits, mergers or reorganizations, and similar changes affecting common stockholders.

The warrant issued to the MAG Funds contain beneficial ownership limitations, which preclude the MAG Funds from exercising its warrant if, as a result of such conversion or
exercise, the MAG Funds would own beneficially more than 9.99% of the Company’s outstanding common stock then outstanding.

Pursuant to the Release Agreement, the MAG Funds released the Company from any and all claims, past, present or future, relating to the losses or the Company’s failure to file
the amendment. In addition, MAG has agreed not to sue the Company in connection with the losses or the Company’s failure to file the Amendment.

The Company is currently evaluating the accounting significance of this release and settlement agreement.
Issuance of Series B Preferred Stock

In order to obtain additional working capital, on November 6, 2007, the Company entered into a Securities Purchase Agreement with two accredited investors, pursuant to which
the Company sold a total of 13,000 shares of our newly authorized Series B Convertible Preferred Stock (Series B Shares) for an aggregate purchase price of $1,300,000. Each
share of the Series B Shares has a stated value of $100.

The Series B Shares may, at the option of each holder, be converted at any time or from time to time into shares of our common stock at the conversion price then in effect. The
number of shares into which one Series B Share shall be convertible is determined by dividing $100 per share by the conversion price then in effect. The initial conversion price
per share for the Series B Shares is $0.11, which is subject to appropriate adjustment for certain events, including stock splits, stock dividends, combinations, or other
recapitalizations affecting the Series B Shares.

Each holder of Series B Shares is entitled to the number of votes equal to the number of shares of our common stock into which the Series B Shares could be converted on the
record date for such vote, and shall have voting rights and powers equal to the voting rights and powers of the holders of the Company’s common stock. In the event of our
dissolution or winding up, each share of the Series B Shares is entitled to be paid an amount equal to $100 (plus any declared and unpaid dividends) out of the assets of the
Company then available for distribution to shareholders; subject, however, to the senior rights of the holders of Series A Stock.
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No dividends are required to be paid to holders of the Series B Shares. However, the Company may not declare, pay or set aside any dividends on shares of any class or series
of our capital stock (other than dividends on shares of our common stock payable in shares of common stock) unless the holders of the Series B Shares shall first receive, or
simultaneously receive, an equal dividend.

Release and Settlement Agreement with Chief Executive Officer

On August 31, 2007, the Company entered into a Settlement and Release Agreement with Judy Robinett, the Company’s current Chief Executive Officer, pursuant to which Ms.

Robinett agreed to continue to act as the Company’s transitional Chief Executive Officer. Under the agreement, Ms. Robinett agreed to, among other things, assist the Company

in the sale of its legacy assets, complete the preparation and filing of the delinquent reports to the Securities and Exchange Commission (the SEC) that related to the periods prior
to the appointment of Mr. Palmer, and provide certain shareholder and creditor related services. Upon the completion of the foregoing matters, in particular the filing of the

delinquent reports to the SEC, Ms. Robinett will resign, and Mr. Palmer will thereafter assume the office of Chief Executive Officer. Under the agreement, Ms. Robinett agreed

to (i) forgive her potential right to receive $1,851,805 in accrued and unpaid compensation, un-accrued and pro-rata bonuses, and severance pay and (ii) the cancellation of
stock options to purchase 14,000,000 shares of common stock at an exercise price of $0.02 per share. In consideration for her services, the forgiveness of the foregoing cash

payments, the cancellation of the foregoing stock options, and settlement of other issues, the Company agreed to (a) pay Ms. Robinett $500,000 upon the receipt of the Eucodis

cash payment under the agreement to sell the SaveCream Assets, (b) pay Ms. Robinett a commission of fifteen percent of the gross proceeds received by the Company from the

sale of the MDI-P asset, (c) pay Ms. Robinett $20,833 in monthly salary for serving as transitional Chief Executive Officer of the Company during the period from April 1,

2007, until the completion of the transitional period and the issuance of the Company’s delinquent SEC reports, and (d) permit Ms. Robinett to retain some of her previously

granted incentive stock options in such an amount allowing her to purchase up to two million shares of common stock, which options shall continue to have the same terms and

conditions as currently in existence, including an option price of $0.01 per share and expiration date of December 31, 2112.
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ITEM 2. MANAGEMENTS’ DISCUSSION AND ANALYSIS OR PLAN OF OPERATIONS.

This Report, including any documents which may be incorporated by reference into this Report, contains “Forward-Looking Statements” within the meaning of
Section 274 of the Securities Act of 1933, as amended, and Section 21E of the Securities Exchange Act of 1934, as amended, including, without limitation, statements regarding
our business still being in the developmental stage, our lack of operating revenues or profits, our dependence on raising significant additional capital, our auditors’ expression
of substantial doubt as to our ability to continue as a going concern, the government regulation to which we are subject, our exposure to certain pricing risks, the competition
we face, our stock being thinly traded and subject to manipulation, the volatility of our stock price, the risk that our shareholders could suffer substantial dilution, and the fact
that we have not paid dividends to date. All statements other than statements of historical fact are “Forward-Looking Statements” for purposes of these provisions, including
any projections of earnings, revenues or other financial items, any statements of the plans and objectives of management for future operations, any statements concerning
proposed new products or services, any statements regarding future economic conditions or performance, and any statements of assumptions underlying any of the foregoing.
All Forward-Looking Statements included in this document are made as of the date hereof and are based on information available to us as of such date. We assume no
obligation to update any Forward-Looking Statement. In some cases, Forward-Looking Statements can be identified by the use of terminology such as “may,” “will,”
“expects,” “plans,” “anticipates,” “intends,” “believes,” “estimates,” “potential,” or “continue,” or the negative thereof or other comparable terminology. Although we
believe that the expectations reflected in the Forward-Looking Statements contained herein are reasonable, there can be no assurance that such expectations or any of the
Forward-Looking Statements will prove to be correct, and actual results could differ materially from those projected or assumed in the Forward-Looking Statements. Future
financial condition and results of operations, as well as any Forward-Looking Statements are subject to inherent risks and uncertainties, including any other factors referred to
in our company’s press releases and reports filed with the Securities and Exchange Commission. All subsequent Forward-Looking Statements attributable to our company or
persons acting on its behalf are expressly qualified in their entirety by these cautionary statements. Additional factors that may have a direct bearing on our company’s
operating results are described under “Risk Factors” and elsewhere in this report.

e » » 2w

Introductory Comment

<
>

Throughout this Quarterly Report on Form 10-QSB, the terms “we,” “us,” “our,” and “our company” refer to Medical Discoveries, Inc., a Utah corporation, and, unless
the context indicates otherwise, also includes our wholly owned subsidiary, MDI Oncology, Inc., a Delaware corporation.

Overview.

Prior to 2007, Medical Discoveries, Inc. was a developmental-stage bio-pharmaceutical company engaged in the research, validation, development and ultimate
commercialization of two drugs. As more fully described in this report, during 2007 the Board of Directors of our company determined that it could no longer fund the
development of its two drug candidates and could not obtain additional funding for these drug candidates. Accordingly, the Board decided to sell the two drug candidates and to
develop a new business in the rapidly expanding business of renewable alternative energy sources. As a result, our future business plan, and our current principal business
activities include the planting, cultivation, harvesting and processing of inedible feedstock to generate feedstock seed oils and biomass for use in the biofuels industry, including
the production of bio-diesel. Bio-diesel is a diesel-equivalent, processed fuel derived from biological sources (such as plant oils), which can be used in diesel engines.
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Organizational History.

Medical Discoveries, Inc. was incorporated under the laws of the State of Utah on November 20, 1991. Effective as of August 6, 1992, the company merged with and
into WPI Pharmaceutical, Inc., a Utah corporation (WPI), pursuant to which WPI was the surviving corporation. Pursuant to the MDI-WPI merger, the name of the surviving
corporation was changed to Medical Discoveries, Inc. WPI was incorporated under the laws of the State of Utah on February 22, 1984 under the name Westport Pharmaceutical,
Inc.

On March 22, 2005, we formed MDI Oncology, Inc., a Delaware corporation, as a wholly owned subsidiary to acquire certain intellectual property assets from the
liquidation estate of Savetherapeutics, A.G.

In October 2007, we relocated our principal executive offices from 1338 S. Foothill Drive, #266, Salt Lake City, Utah 84108 to 6033 W. Century Blvd, Suite 1090,
Los Angeles, California 90045. We intend to change our company’s name to “Global Clean Energy Holdings, Inc.” to reflect our new focus on the bio-diesel alternative energy
market. Our telephone number is (310) 670-7911. During our transition to our new business, we maintain two websites at www.gceholdings.com and
www.medicaldiscoveries.com. Our annual reports on Form 10-KSB, quarterly reports on Form 10-QSB, current reports on Form 8-K and amendments to such reports filed or
furnished pursuant to section 13(a) or 15(d) of the Securities and Exchange Act of 1934, as amended, and other related information are available, free of charge, on our website
as soon as we electronically file those documents with, or otherwise furnish them to, the Securities and Exchange Commission. Our internet websites and the information
contained therein, or connected thereto, are not and are not intended to be incorporated into this Quarterly Report on Form 10-QSB or any other Securities and Exchange
Commission filing.

Transition to new Business

Until 2007, we were a developmental-stage bio-pharmaceutical company engaged in the research, validation, development and ultimate commercialization of two
drugs: MDI-P and SaveCream. MDI-P is a drug candidate that we were developing as an anti-infective treatment for bacterial infections, viral infections and fungal infections.
SaveCream is a drug candidate that we were developing to reduce breast cancer tumors. Both of these drugs were under development and had not been approved by the U.S.
Food and Drug Administration (“FDA”). The total cost to develop these two drugs and to receive the approval from the FDA would have cost many millions of dollars and
taken many more years. In the past, we attempted to fund our development costs through the sale of equity securities, including the sale of our Series A Convertible Preferred
Stock. To date, we have not generated significant revenues from operations or realized a profit.

Early in 2007, our Board of Directors determined that we could no longer fund the development of our two drug candidates and that we could not obtain additional
funding for these drug candidates. The Board noted that the commencement of human clinical trials of the MDI-P drug candidate was on Full Clinical Hold by the FDA under 21
CRF 312.42(b) and may not be initiated until deficiencies in our IND application are resolved to the FDA’s satisfaction. Our Board also evaluated the value of the SaveCream
drug candidate that is currently being co-developed with Eucodis Pharmaceuticals Forschungs - und Entwicklungs GmbH, an Austrian company (“Eucodis”), and the return we
could expect for our shareholders, and determined that the highest value for this drug candidate could be realized through a sale of that drug candidate to Eucodis. Accordingly,
our Board sought to maximize the return from these assets through their sale.

On July 6, 2007, we entered into an agreement with Eucodis to sell SaveCream for an aggregate of €4,007,534 (approximately U.S. $5,906,000 based on the currency
conversion rate in effect as of November 30, 2007), which consideration is payable in cash and by the assumption of certain of our outstanding liabilities. The consummation of
the sale of the SaveCream to Eucodis is contingent upon the approval of our shareholders, and we anticipate holding a special meeting of the shareholders in 2008 to approve the
Eucodis after our pending proxy statement has been cleared for use by the SEC. On August 9, 2007, we sold the MDI-P compound for $310,000 in cash.
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Having agreed to dispose of the foregoing assets, we considered entering into a number of other businesses that would enable us to provide our shareholders with
future value. Our Board has decided to develop a business to produce and sell seed oils, including seed oils harvested from the planting and cultivation of Jatropha curcas plant,
for the purpose of providing feedstock oil intended for the generation of methyl ester, otherwise known as bio-diesel (the “Jatropha Business”). Our Board concluded that there
was a significant opportunity to participate in the rapidly growing biofuels industry, which previously was mainly driven by high priced, edible oil-based feedstocks. In order to
commence our new Jatropha Business, effective September 1, 2007, we (i) hired Richard Palmer, an energy consultant, and a member of Global Clean Energy Holdings LLC
(“Global”) to act as the our new President, Chief Operating Officer and future Chief Executive Officer, (ii) engaged Mobius Risk Group, LLC, a Texas company engaged in
providing energy risk advisory services, to provide us with consulting services related to the development of the Jatropha Business, and (iii) acquired certain trade secrets,
know-how, business plans, term sheets, business relationships, and other information relating to the cultivation and production of seed oil from the Jatropha plant for the
production of bio-diesel from Global.

For additional details regarding the transactions we have entered into in connection with our new Jatropha Business, please see Note 6 - Subsequent Events to the
condensed consolidated financial statements included in this Form 10-QSB for the quarter ended March 31, 2007.

Critical Accounting Policies

The preparation of financial statements in conformity with accounting principles generally accepted in the United States require management to make estimates and
assumptions that affect the reported assets, liabilities, sales and expenses in the accompanying financial statements. Critical accounting policies are those that require the most
subjective and complex judgments, often employing the use of estimates about the effect of matters that are inherently uncertain. We are a development stage company as
defined by the Financial Accounting Standards Board’s (“FASB”) Statement of Financial Accounting Standards (“SFAS”) No. 7, “Accounting and Reporting by Development
Stage Enterprises.” Accordingly, all losses accumulated since inception have been considered as part of our development stage activities. Certain other critical accounting
policies, including the assumptions and judgments underlying them, are disclosed in the Note A to the Consolidated Financial Statements included in our annual report on Form
10K SB filed for the fiscal year ended December 31, 2006. However, we do not believe that there are any alternative methods of accounting for our operations that would have a
material affect on our financial statements.

Results of Operations

As discussed previously, during the three months ended March 31, 2007, the Board of Directors determined to discontinue our prior bio-pharmaceutical operations.
Pursuant to accounting rules for discontinued operations, we have classified all revenue and expense for 2007 and prior periods related to the operations of our bio-
pharmaceutical business as discontinued operations. Since all of our prior operations related to the bio-pharmaceutical business, all of our revenue and expense, with the
exception of estimated general corporate overhead, has been reclassified into “Loss from Discontinued Operations” in the accompanying Condensed Consolidated Statements of
Operations for all periods presented.

Revenues and Gross Profit. We are a development stage company and have not had significant revenues from our operations or reached the level of our planned
operations. We have discontinued our prior bio-pharmaceutical operations during the three months ended March 31, 2007. Subsequent to March 31, 2007, we commenced
operations in our new Jatropha business, but we are still in the pre-development agricultural stage of our operations and, therefore, do not anticipate generating significant
revenues from the sale of bio-fuel products until 2009. We are, however, attempting to generate operating cash in 2008 from the forward sale of carbon credits and possibly from
future oil delivery contracts. During the three months ended March 31, 2007, we recognized revenue of $200,000 related to our discontinued bio-pharmaceutical business,
which revenue has been netted against expenses of discontinued operations and is included in Loss from Discontinued Operations in the accompanying Condensed Consolidated
Statement of Operations.




Operating Expenses. Our general and administrative expenses related to continuing operations for the quarter ended March 31, 2007 were $251,327 compared to
$89,835 for the quarter ended March 31, 2006. In 2007, general and administrative expense consists of general corporate overhead of $76,127 and share-based compensation of
$175,200. In 2006, general and administrative expense principally consisted of estimated general corporate overhead. We have included expenses such as director fees,
accounting costs, certain legal costs, certain consulting expenses, and an allocation of our one employee’s compensation as general corporate overhead. Other general and
administrative expenses more directly related to the operation and disposal of our bio-pharmaceutical business have been included in Loss from Discontinued Operations.

We did not incur any research and development expenses for the quarter ended March 31, 2007 due to our Board of Directors’ decision to discontinue funding
development of the SaveCream and MDI-P drug candidate assets. We incurred $92,583 in research and development expenses for the same period of 2006, which is included in
Loss from Discontinued Operations.

Other Income/ Expense and Net Loss. Our interest income decreased to $148 for the quarter ended March 31, 2007 from interest income of $1,211 in the same period
0f 2006 because of our decreased cash balances that we maintained in 2007.

During the quarter ended March 31, 2007, we recorded $194,019 as unrealized gain on financial instrument to record the accounting of warrants resulting from the
issuance of the Series A Convertible Preferred Stock entered into in October 2004 and March 2005. During the same period of 2006, we had an unrealized loss as a result of the
accounting for our warrants of $1,119,777. This non-cash gain/loss recognition is the result of the periodic revaluation of certain warrants classified as a liability in the financial
statements.

Our Loss from Discontinued Operations was $355,693 for the three months ended March 31, 2006 compared to $109,163 for the same period in 2007. This factor,
when considered with the non-cash loss of $1,119,777 resulting from the revaluation of certain warrants in the prior year, resulted in our net loss applicable to common
shareholders for the first quarter of 2006 significantly exceeding our net loss of $174,063 for the quarter ended March 31, 2007.

Liquidity And Capital Resources

As of March 31, 2007, we had $137,385 in cash and had a working capital deficit of $5,404,268. Since our inception, we have financed our operations primarily
through private sales of equity and debt financing. Accordingly, early in 2007 we re-evaluated our future operations thereafter elected to terminate our bio-pharmaceutical
operations.

InJuly 2007, we executed the Asset Sale Agreement with Eucodis pursuant to which we agreed to sell our SaveCream asset for an aggregate of €4,007,534
(approximately $5,906,000 based on the currency conversion rate in effect as o f November 30, 2007), a portion of which comprised (i) a cash payment of €1,538,462
(approximately $2,267,000 based on the currency conversion rate in effect as of November 30, 2007), which is due and payable to us at the closing, less $200,000 already
received from Eucodis in March 2007 upon the signing of the Letter of Intent, and (b) Eucodis’ assumption of an aggregate of €2,469,072 (approximately $3,639,000 based on
the currency conversion rate in effect as of November 30, 2007), constituting specific indebtedness currently owed to certain of our creditors. The sale is scheduled to close on
or before January 31, 2008.

In August 2007, we sold our second drug candidate, the MDI-P compound, for $310,000 in cash.
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In order to fund ongoing operations pending closing of the sale to Eucodis, we entered into the Loan Agreement with, and issued a promissory note in favor of,
Mercator Momentum Fund III, L.P. (“Mercator”). Pursuant to the loan agreement, Mercator made available to us a secured term credit facility in principal amount of
$1,000,000. Initially, all loans under the credit facility became due and payable on December 14, 2007. As of December 13, 2007, $250,000 was outstanding under the credit
facility. Mercator has agreed to extend the maturity date of this $250,000 loan to February 21, 2008. The foregoing loan is secured by a lien on all of our assets.

In November 2007, we issued 13,000 shares of our newly created Series B Convertible Preferred Stock to two accredited investors for an aggregate of $1,300,000.

We are currently funding our operations from the Mercator loan and from the proceeds of the sale of the Series B Convertible Preferred Stock. Assuming that the sale
of SaveCream to Eucodis is completed in early 2008, we intend to use the net proceeds from that sale to fund our operating expenses, and pay $500,000 due to our transitional
Chief Executive Officer under a certain release and settlement agreement. However, our business plan calls for significant infusion of additional capital to establish our Jatropha
plantations in Mexico and other locations. We currently do not have the funds necessary to acquire and cultivate those plantations, nor will the projected proceeds from the
Eucodis sale be sufficient for those purposes. Accordingly, in addition to the proceeds we expect to receive upon the sale of SaveCream to Eucodis, we will have to obtain
significant additional capital through the sale of additional equity and/or debt securities, the forward sale of Jatropha oil and carbon offset credits, and from other financing
activities, such as strategic partnerships. While we have commenced negotiations with third parties to obtain additional funding from strategic partnerships and for the sale of
carbon credits, no assurance can be given that we will have sufficient capital available to continue to operate our business in 2008 or that we will be able to effect our new
business plan in the Jatropha Business.

We have no off-balance sheet arrangements as defined in Item 303(c) of Regulation S-B.
RISK FACTORS
Risks Relating to Our Business
We have no direct operating history in the feedstock and bio-diesel industries, which makes it difficult to evaluate our financial position and our business plan.

To date, we have been a development stage bio-pharmaceutical company. Since our inception through December 31, 2006, we generated only $957,000 of revenues
and accumulated net losses of over $22 million. During 2007, we terminated our operations as a bio-pharmaceutical company and have commenced developing a new business
in the biofuels industry. However, since we have only recently commenced our operations as a biofuels company, we have no operating history in that line of business on which
a decision to invest in our company can be based. The future of our company currently is dependent upon our ability to implement our new business plan in the Jatropha
Business. While we believe that our business plan, if implemented as drafted, will make our company successful, we have no operating history against which we can test our
plans and assumptions, and therefore cannot evaluate the likelihood of success.

The Jatropha Business that we are commencing is a new and highly risky business that has not been conducted on a similar scale in North America.

Our business plan calls for a large scale planting and harvesting of Jatropha plants, primarily outside of the United States, and for the subsequent production and sale of
Jatropha oil (and other Jatropha byproducts) for use as a biofuel primarily in the United States. We are commencing a new business and will be subject to all of the risks
normally associated with new businesses, including risks related to the large scale production of plants that have not heretofore been grown in large scale plantations, logistical
issues related to the oil and biomass produced at such new plantations, market acceptance, uncertain pricing of our products, developing governmental regulations, and the lack
of an established market for our products.




Since we currently have a limited amount of cash available, and are not generating any revenues from either our legacy bio-pharmaceutical business or our new
Jatropha Business, we are dependent upon the sales proceeds to be derived from the sale of SaveCream, the sale of Carbon Credit purchase contracts, future delivery Jatropha
oil purchase contracts, and on our ability to raise additional funds to continue our operations and existence.

We currently only have a limited amount of cash available, which cash is not sufficient to fund our anticipated future operating needs beyond the first quarter of 2008.
In addition, neither our legacy bio-pharmaceutical business, nor our new Jatropha Business currently generate any revenues from which we can pay our administrative and
operating expenses. We currently anticipate that we will receive approximately $2,067,000 in cash based on the currency conversion rate in effect as of November 30, 2007
upon the sale of our SaveCream rights to Eucodis (in addition to being relieved of our obligation to pay approximately $3,639,000 of currently outstanding liabilities). The
closing of the SaveCream sale is currently scheduled to occur at the end of January 2008, and we currently have sufficient funds to operate until that date. However, in the event
that the closing of the SaveCream assets is delayed or does not occur, we will face an immediate cash shortage, and may not be able to fund our anticipated operating expenses
after February 2008. No assurance can be given that the SaveCream sale will occur, or that it will occur during the time period we anticipate.

We will continue to incur administrative and general operating expenses without revenues until we begin selling Jatropha oil, or until we complete the sales of carbon
credit purchase contracts. Based on our current monthly operating expenses and our projected future operating expenses, even if the SaveCream sale closes as planned, we will
need to obtain significant additional funding during 2008 to continue our operations and meet our business plan objectives. Such additional funds could be obtained from the
sale of equity, from forward purchase payments for our products, or debt financing. There can be no assurance that we will be able to obtain the capital we require, or obtain
such capital on terms that are commercially favorable for us. In the event that we do not obtain additional funding in the near future, we may not be able to maintain our current
operations and will not be able to implement our business plan.

In addition, our Jatropha Business will require that we acquire and cultivate a large amount of land and otherwise incur significant initial start-up expenses related to
establishing the Jatropha plantations required for our proposed business. We currently do not have the capital that is necessary to acquire the land or to otherwise fund the large
up-front expenses, nor has any entity agreed to provide us with such funds. Accordingly, the success of our new Jatropha Business is contingent on, among other things, our
ability to raise the necessary capital to fund our planned Jatropha Business expenditures. Historically, we have raised capital through the issuance of debt and equity securities.
However, given the risks associated with a new, untested biofuels business, the risks associated with our common stock (as discussed below), and our status as a small,
unknown public company, we cannot guarantee that we will be able to raise capital, or if we are able to raise capital, that such capital will be in the amounts needed. Our failure
to raise capital, when needed and in sufficient amounts, will severely impact our ability to develop our Jatropha Business.

Our business could be significantly impacted by changes in government regulations over energy policy.

Our planned operations and the properties we intend to cultivate are subject to a wide variety of federal, provincial and municipal laws and regulations, including those
governing the use of land, type of development, use of water, use of chemicals for fertilizer, pesticides, export or import of various materials including plants, oil, use of
biomass, handling of materials, labor laws, storage handling of materials, shipping, and the health and safety of employees. As such, the nature of our operations exposes us to
the risk of claims with respect to such matters and there can be no assurance that material costs or liabilities will not be incurred in connection with such claims. In addition,
these governmental regulations, both in the U.S. and in the foreign countries in which we may conduct our business, may restrict and hinder our operations and may
significantly raise our cost of operations. Any breach by our company of such legislation may also result in the suspension or revocation of necessary licenses, permits or
authorizations, civil liability and the imposition of fines and penalties, which would adversely affect our ability to operate and our financial condition.
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Further, there is no assurance that the laws, regulations, policies or current administrative practices of any government body, organization or regulatory agency in the
United States or any other jurisdiction, will not be changed, applied or interpreted in a manner which will fundamentally alter the ability of our company to carry on our
business. The actions, policies or regulations, or changes thereto, of any government body or regulatory agency, or other special interest groups, may have a detrimental effect
on our company. Any or all of these situations may have a negative impact on our operations.

Our future growth is dependent upon strategic relationships within the feedstock and bio-diesel industries. If we are unable to develop and maintain such
relationships, our future business prospects could be significantly limited.

Our future growth will generally be dependent on relationships with third parties, including alliances with feedstock oil and bio-diesel processors and distributors. In
addition, we will likely rely on third parties to oversee the operations and cultivation of the Jatropha plants in our non-U.S. properties. Accordingly, our success will be
significantly dependent upon our ability to establish successful strategic alliances with third parties and on the performance of these third parties. These third parties may not
regard their relationship with us as important to their own business and operations, and there is no assurance that they will commit the time and resources to our joint projects as
is necessary, or that they will not in the future reassess their commitment to our business. Furthermore, these third parties may not perform their obligations as agreed. In the
event that a strategic relationship is discontinued for any reason, our business, results of operations and financial condition may be materially adversely affected.

We will depend on key service providers for assistance and expertise in beginning operations and any failure or loss of these relationships could delay our operations,
increase our expenses and hinder our success.

Because of our limited financial and personnel resources, and because our Jatropha plantations are expected to be established primarily outside of the United States, we
will have to establish and maintain relationships with several key service providers for land acquisition, the development and cultivation of Jatropha plantations, labor
management, the transportation of Jatropha oil and biomass, and other services. We have already established such a relationship with the Lodemo Group in Mexico concerning
the cultivation and management of our Jatropha nurseries and plantations in Mexico and the transportation of our products. Accordingly, our ability to develop our Jatropha
Business in Mexico, and our success in Mexico, will to a large extent be dependent upon the efforts and services of the Lodemo Group. While the Lodemo Group has significant
experience in diesel distribution and sales, liquids transportation, logistics, land development and agriculture, no assurance can be given that our joint operations with the
Lodemo Group will be successful or that we will be able to achieve our goals in Mexico.

A significant decline in the price of oil could have an adverse impact in our profitability.

Our success is dependent in part to the current high price of crude oil and on the high price of seed oils that are currently used to manufacture bio-diesel. A significant
decline in the price of either crude oil or the alternative seed oils will have a direct negative impact on our financial performance projections.

There are risks associated with conducting our business operations in foreign countries, including political and social unrest.

Our proposed agricultural operations will be primarily located in foreign countries, beginning in Mexico. Accordingly, we are subject to risks not typically associated
with ownership of U.S. companies and therefore should be considered more speculative than investments in the U.S.
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Mexico is a developing country that has experienced a range of political, social and economic difficulties over the last decade. Our operations could be affected in
varying degrees by political instability, social unrest and changes in government regulation relating to foreign investment, the biofuels industry, and the import and export of
goods and services. Operations may also be affected in varying degrees by possible terrorism, military conflict, crime, fluctuations in currency rates and high inflation.

In addition, Mexico has a nationalized oil company, and there can be no assurance that the government of Mexico will continue to allow our business and our assets to
compete in any way with their interests. Our operations could be adversely affected by political, social and economic unrest in Mexico and the other foreign countries we plan
for commence agricultural operations.

The cost of developing and operating our agricultural projects significantly exceeds our current financial.

Our preliminary budget contemplates the cultivation of 20,000-hectare of Jatropa in Mexico. According to our business plan, this will be the first of several other large
plantations used in our feedstock/biofuel operations. In addition, we will have to construct a plant nursery and research facility as well as an seed oil extraction facility. We
currently do not have the funds necessary to fund our planned operations. Unless we are able to obtain the necessary funds on economically viable terms, our Jatropha Business
will not succeed, and we will not be able to meet our business goals. In addition, even if we obtain the initial funds necessary to establish our plantation and facilities, the costs
to develop and implement our proposed plantation and support facilities, and our other operational costs could significantly increase beyond our expectations due to economic
factors, design modifications, implementation or construction delays or cost overruns. In such an event, our profitability and ultimately the financial condition of our company
will be adversely affected.

We plan to grow rapidly and our inability to keep up with such growth may adversely affect our profitability.

We plan to grow rapidly and significantly expand our operations. This growth will place a significant strain on our management team and other company resources.
We will not be able to implement our business strategy in a rapidly evolving market without effective planning and management processes. We have a short operating history
and have not implemented sophisticated managerial, operational and financial systems and controls. We are required to manage multiple relationships with various strategic
partners, including suppliers, distributors, and other third parties. To manage the expected growth of our operations and personnel, we will have to significantly supplement our
existing managerial, financial and operational staff, systems, procedures and controls. We may be unable to supplement and complete, in a timely manner, the improvements to
our systems, procedures and controls necessary to support our future operations, our operations will not function effectively. In addition, our management may be unable to
hire, train, retain, motivate and manage required personnel, or successfully identify, manage and exploit existing and potential market opportunities. As a result, our business
and financial condition may be adversely affected.

Our business will not be diversified because we will be primarily concentrated in one industry. As a consequence, we may not be able to adapt to changing market
conditions or endure any decline in the bio-diesel industry.

We expect our business to consist primarily of sales of feedstock oil harvested from the Jatropha plant, and bio-diesel production and sales. We do not have any other

lines of business or other sources of revenue to rely upon if we are unable to produce and sell feedstock oil and bio-diesel, or if the markets for such products decline. Our lack of
diversification means that we may not be able to adapt to changing market conditions or to withstand any significant decline in the bio-diesel industry.

Reductions in the price of bio-diesel, and decreases in the price of petroleum-based fuels could affect the price of our feedstock, resulting in reductions in our actual
revenues.

22




Historically, bio-diesel prices have been highly correlated to the Ultra Low Sulfur (“ULS”) diesel prices. Increased volatility in the crude oil market has an effect on
the stability and long-term predictability of ULS diesel, and hence the biofuels prices in the domestic and international markets. Crude oil prices are impacted by wars and other
political factors, economic uncertainties, exchange rates and natural disasters. A reduction in petroleum-based fuel prices may have an adverse effect on bio-diesel prices and
could apply downward pressure on feedstock, affecting revenues and profits in the feedstock industry, which could adversely affect our financial condition.

There are several agreements and relationships that remain to be negotiated, executed and implemented which will have a critical impact on our operations, expenses
and profitability.

We have several agreements, documents and relationships that remain to be negotiated, executed and implemented before we can develop fully commence our new
operations, including agreements relating to the construction of our proposed seed processing plant and other support facilities for our Jatropha plantation in Mexico. In some
cases, the parties with whom we would need to establish a relationship have yet to be identified. Our expectations regarding the likely terms of these agreements and
relationships could vary greatly from the terms of any agreement or relationship that may eventually be executed or established. If we are unable to enter into these agreements
or relationships on satisfactory terms, or if revisions or amendments to existing terms become necessary, the construction of our proposed seed processing plant and the
commencement of our related operations could be delayed, our expenses could be increased and our profitability could be adversely affected and the value of your investment
could decline.

Delays due to, among others, weather, labor or material shortages, permitting or zoning delays, or opposition from local groups, may hinder our ability to commence
operations in a timely manner.

Our development schedule assumes the commencement of planting in the first quarter of 2008, with oil production anticipated 18 months thereafter. We could incur
delays in the implementation of that plan or the construction of support facilities due to permitting or zoning delays, opposition from local groups, adverse weather conditions,
labor or material shortages, or other causes. In addition, changes in political administrations at the federal, state or local level that result in policy changes towards the large
scale cultivation of Jatropha or towards biofuels in general could result in delays in our timetable for development and commencement of operations. Any such delays could
adversely affect our ability to commence operations and generate revenue.

We may be unable to locate suitable properties and obtain the development rights needed to build and expand our business.

Our business plan focuses on identifying and developing agricultural properties (plantations, nurseries, etc.) for the production of biofuels feedstock. The availability of
land for this activity is key to our projected revenue and profitability. Our ability to acquire appropriate land in the future is uncertain and we may be required to delay planting,
which may create unanticipated costs and delays. In the event that we are not successful in identifying and obtaining rights on suitable land for our agricultural and processing
facilities, our future prospects for profitability will likely be affected, and our financial condition and resulting operations may be adversely affected.

Technological advances in feedstock oil production methods in the bio-diesel industry could adversely affect our ability to compete and the value of your investment.

Technological advances could significantly decrease the cost of producing feedstock oil and biofuels. There is significant research and capital being invested in
identifying more efficient processes, and lowering the cost of producing feedstock oil and biofuels. We expect that technological advances in feedstock oil/biofuel production
methods will continue to occur. If improved technologies become available to our competitors, they may be able to produce feedstock oil, and ultimately biofuels, at a lower
cost than us. If we are unable to adopt or incorporate technological advances into our operations, our ability to compete effectively in the feedstock/biofuels market may be
adversely affected, which in turn will affect our profitability.
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The development of alternative fuels and energy sources may reduce the demand for biofuels, resulting in a reduction in our profitability.

Alternative fuels, including a variety of energy alternatives to biofuels, are continually under development. Technological advances in fuel-engines and exhaust system
design and performance could also reduce the use of biofuels, which would reduce the demand for bio-diesel. Further advances in power generation technologies, based on
cleaner hydrocarbon based fuels, fuel cells and hydrogen are actively being researched and developed. If these technological advances and alternatives prove to be economically
feasible, environmentally superior and accepted in the marketplace, the market for biofuels could be significantly diminished or replaced, which would adversely affect our
financial condition.

QOur ability to hire and retain key personnel and experienced consultants will be an important factor in the success of our business and a failure to hire and retain key
personnel may result in our inability to manage and implement our business plan.

We are highly dependent upon our management, and on the consulting services provided to us by Mobius Risk Group, LLC, a company we have retained to provide us
with consulting services related to the development of our Jatropha Business. The loss of the services of one or more of these individuals or of Mobius may impair
management's ability to operate our company. We have not purchased key man insurance on any of our officers, which insurance would provide us with insurance proceeds in
the event of their death. Without key man insurance, we may not have the financial resources to develop or maintain our business until we could replace such individuals or to
replace any business lost by the death of such individuals. We may not be able to attract and retain the necessary qualified personnel. If we are unable to retain or to hire
qualified personnel as required, we may not be able to adequately manage and implement our business.

Our operating costs could be higher than we expect, and this could reduce our future profitability.

In addition to general economic conditions, market fluctuations and international risks, significant increases in operating, development and implementation costs could
adversely affect our company due to numerous factors, many of which are beyond our control. These increases could arise for several reasons, such as:

Increased cost for land acquisition;

Increased unit costs of labor for nursery, field preparation and planting;

Increased costs for construction of facilities;

Increased transportation costs for required nursery and field workers;

Increased costs of supplies and sub-contacted labor for preparing of land for planting;
Increase costs for irrigation, soil conditioning, soil maintenance; or

Increased time for planting and plant care and custody.

Upon completion of our field developments, our operations will also subject us to ongoing compliance with applicable governmental regulations, including those
governing land use, water use, pollution control, worker safety and health and welfare and other matters. We may have difficulty complying with these regulations and our
compliance costs could increase significantly. Increases in operating costs would have a negative impact on our operating income, and could result in substantially decreased
earnings or a loss from our operations, adversely affecting our financial condition.

Fluctuations in the Mexican peso to U.S. dollar exchange rate may adversely affect our reported operating results.

The Mexican peso is the primary operating currency for our initial business operations while our financial results are reported in U.S. dollars. Because our costs will be
primarily denominated in pesos, a decline in the value of the dollar to the peso could negatively affect our actual operating costs in U.S. dollars, and our reported results of
operations. We do not currently engage in any currency hedging transactions intended to reduce the effect of fluctuations in foreign currency exchange rates on our results of
operations. We cannot guarantee that we will enter into any such currency hedging transactions in the future or, if we do, that these transactions will successfully protect us
against currency fluctuations.
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Risk of abandoned operations or decommissioning costs are unknown and may be substantial.

We may be responsible for costs associated with abandoning land development and product processing facilities, which we intend to use for production of biofuels
feedstock. We expect to have long term commitments on land and facilities and short to medium commitments for labor and other services. Abandonment of these developments
and contracts and the associated decommissioning costs could be substantial and may have an effect on future profitability.

Our future profitability is dependent upon many natural factors outside of our control. If these factors do not produce favorable results our future business profitability
could be significantly affected.

Our future profitability is mainly dependent on the production output from our agricultural operations. There are many factors that can effect growth and fruit
production of the Jatropha plant including weather, nutrients, pests and other natural enemies of the plant. Many of these are outside of our direct control and could be
devastating to our operations.

The biofuel production industry is extremely competitive. Many of our competitors have greater financial and other resources than we do and one or more of these
competitors could use their greater resources to gain market share at our expense.

The biofuels production industry is extremely competitive. Many of our significant competitors in the industry have substantially greater production, financial, research and
development, personnel and marketing resources than we do. As a result, our competitors may be able to compete more aggressively than we could and sustain that
competition over a longer period of time. Our lack of resources relative to many of our significant competitors may cause us to fail to anticipate or respond adequately to new
developments and other competitive pressures. This failure could reduce our competitiveness and cause a decline in our market share, sales and profitability.

Risks Relating to Our Common Stock
Our stock is thinly traded, so you may be unable to sell your shares at or near the quoted bid prices if you need to sell a significant number of your shares.

The shares of our common stock are thinly-traded on the Pink Sheets LLC electronic trading platform, meaning that the number of persons interested in purchasing our
common shares at or near bid prices at any given time may be relatively small or non-existent. This situation is attributable to a number of factors, including the fact that we are
a small company which is relatively unknown to stock analysts, stock brokers, institutional investors and others in the investment community that generate or influence sales
volume, and that even if we came to the attention of such persons, they tend to be risk-averse and would be reluctant to follow an unproven, early stage company such as ours or
purchase or recommend the purchase of our shares until such time as we became more seasoned and viable. As a consequence, there may be periods of several days or more
when trading activity in our shares is minimal or non-existent, as compared to a seasoned issuer which has a large and steady volume of trading activity that will generally
support continuous sales without an adverse effect on share price. We cannot give you any assurance that a broader or more active public trading market for our common shares
will develop or be sustained, or that current trading levels will be sustained. Due to these conditions, we can give you no assurance that you will be able to sell your shares at or
near bid prices or at all if you need money or otherwise desire to liquidate your shares.

Our existing directors, officers and key employees hold a substantial amount of our common stock and may be able to prevent other shareholders from influencing
significant corporate decisions.

As of December 11, 2007, our directors and executive officers beneficially owned approximately 35.11% of our outstanding common stock. These shareholders, if
they act together, may be able to direct the outcome of matters requiring approval of the shareholders, including the election of our directors and other corporate actions such as:

our merger with or into another company;

a sale of substantially all of our assets; and

amendments to our articles of incorporation.
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The decisions of these shareholders may conflict with our interests or those of our other shareholders.
The market price of our stock may be adversely affected by market volatility.
The market price of our common stock is likely to be volatile and could fluctuate widely in response to many factors, including:

fluctuation in the world price of crude oil;

market changes in the biofuels industry;

government regulations affecting renewable energy businesses and users;

actual or anticipated variations in our operating results;

our success in meeting our business goals and the general development of our proposed operations;

general economic, political and market conditions in the U.S. and the foreign countries in which we plan to operate; and

the occurrence of any of the risks described in this Quarterly Report.

Obtaining additional capital though the sale of common stock will result in dilution of shareholder interests.

We plan to raise additional funds in the future by issuing additional shares of common stock or other securities, which may include securities such as convertible
debentures, warrants or preferred stock that are convertible into common stock. Any such sale of common stock or other securities will lead to further dilution of the equity
ownership of existing holders of our common stock. Additionally, the existing options, warrants and conversion rights may hinder future equity offerings, and the exercise of
those options, warrants and conversion rights may have an adverse effect on the value of our stock. If any such options, warrants or conversion rights are exercised at a price
below the then current market price of our shares, then the market price of our stock could decrease upon the sale of such additional securities. Further, if any such options,
warrants or conversion rights are exercised at a price below the price at which any particular shareholder purchased shares, then that particular shareholder will experience
dilution in his or her investment.

We are unlikely to pay dividends on our common stock in the foreseeable future.

We have never declared or paid dividends on our stock. We currently intend to retain all available funds and any future earnings for use in the operation and expansion
of our business. We do not anticipate paying any cash dividends in the foreseeable future, and it is unlikely that investors will derive any current income from ownership of our
stock. This means that your potential for economic gain from ownership of our stock depends on appreciation of our stock price and will only be realized by a sale of the stock
at a price higher than your purchase price.

Trading of our stock may be restricted by the Securities and Exchange Commission's penny stock regulations, which may limit a shareholder's ability to buy and sell
our stock.

The Securities and Exchange Commission has adopted regulations which generally define “penny stock™ to be any equity security that has a market price less than
$5.00 per share or an exercise price of less than $5.00 per share, subject to certain exceptions. Our securities are covered by the penny stock rules, which impose additional sales
practice requirements on broker-dealers who sell to persons other than established customers and “accredited investors”. The term “accredited investor” refers generally to
institutions with assets in excess of $5,000,000 or individuals with a net worth in excess of $1,000,000 or annual income exceeding $200,000 or $300,000 jointly with their
spouse. The penny stock rules require a broker-dealer, prior to a transaction in a penny stock not otherwise exempt from the rules, to deliver a standardized risk disclosure
document in a form prepared by the Securities and Exchange Commission, which provides information about penny stocks and the nature and level of risks in the penny stock
market. The broker-dealer also must provide the customer with current bid and offer quotations for the penny stock, the compensation of the broker-dealer and its salesperson in
the transaction and monthly account statements showing the market value of each penny stock held in the customer's account. The bid and offer quotations, and the broker-
dealer and salesperson compensation information, must be given to the customer orally or in writing prior to effecting the transaction and must be given to the customer in
writing before or with the customer's confirmation. In addition, the penny stock rules require that prior to a transaction in a penny stock not otherwise exempt from these rules,
the broker-dealer must make a special written determination that the penny stock is a suitable investment for the purchaser and receive the purchaser's written agreement to the
transaction. These disclosure requirements may have the effect of reducing the level of trading activity in the secondary market for the stock that is subject to these penny stock
rules. Consequently, these penny stock rules may affect the ability of broker-dealers to trade our securities. We believe that the penny stock rules discourage investor interest in
and limit the marketability of our common stock.
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ITEM 3. CONTROLS AND PROCEDURES.

Evaluation of Disclosure Controls and Procedures.

We maintain disclosure controls and procedures which are designed to ensure that the information required to be disclosed in the reports it files or submits under the
Securities Exchange Act of 1934 (as amended, the “Act”) is recorded, processed, summarized and reported within the time periods specified in the SEC’s rules and forms, and
that such information is accumulated and communicated to our management, including the Chief Executive Officer (“Certifying Officer”), to allow timely decisions regarding
required financial disclosures.

In connection with the preparation of this Quarterly Report, our Certifying Officer evaluated the effectiveness of management’s disclosure controls and procedures, as
of March 31, 2007, in accordance with Rules 13a-15(b) and 15d-15(b) of the Exchange Act. Based on that evaluation, the Certifying Officer concluded that management’s
disclosure controls and procedures were not effective as of March 31, 2007.

As a result of our lack of working capital and insufficient personnel, we were unable to timely file our interim quarterly report for the period ending March 31, 2007 as
required under the Act.

Material Weakness in Internal Control Over Financial Reporting

Subject to oversight by the Audit Committee, management is responsible for establishing and maintaining adequate internal control over our financial reporting as
defined in Exchange Act Rule 13a-15(f). The internal control over financial reporting is a process designed 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 (“GAAP”) in the United States of
America. Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements.

A material weakness is a control deficiency, or combination of control deficiencies, that results in more than a remote likelihood that a material misstatement of the
annual or interim financial statements will not be prevented or detected. Based on the evaluation performed by them, for the reasons set forth below, our Chief Executive Officer
concluded that our disclosure controls and procedures were not effective as of March 31, 2007. The material weakness resulted from our financial condition at the end of fiscal
2006, which caused us to have inadequate staffing of the accounting functions. In addition, as of March 31, 2007, we did not have a Chief Financial Officer.
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During September 2007, our Audit Committee conducted an investigation into the foregoing internal control deficiencies. As a result of the investigation, under the
direction of the Audit Committee, management is in the process of developing and implementing additional measures designed to ensure that information required to be
disclosed in our periodic reports is recorded, processed, summarized and reported accurately. These measures include:

We have retained Gilderman, Garabedian & Flummerfelt, LLP, an independent accounting firm, to manage our day-to-day internal accounting functions;

We have retained Osborne, Robbins & Buhler, PLLC, an independent accounting firm, to assist us with the preparation of our financial reports to be
included in our period reports required to be filed under the Act;

We have consolidated all or our record keeping and accounting functions in our Los Angeles office;

We have develop and implemented improved accounting and management financial reporting policies and procedures;

We have hired ADP, Inc., an outside payroll service, to process all payrolls and make the required payroll withholding deductions and deposits; and,

We have implemented additional banking procedures and imposed additional pre-approval authorization policies.

Our Board of Directors believes that, with the additional measures we have adopted since October 1, 2007, our system of internal controls, disclosure controls and
procedures will improve, and be adequate to provide reasonable assurance that the information required to be disclosed in the our interim and annual reports is recorded,
processed, summarized, and accurately reported within the time periods specified in the SEC’s rules and forms, and that such information is accumulated and communicated to
our Board of Directors, the Audit Committee, management, including our certifying officers, as appropriate, to allow for timely decisions regarding required disclosure based
closely on the definition of “disclosure controls and procedures” in Rule 13a-15(¢). The Audit Committee cannot be certain that its remediation efforts will sufficiently cure
management’s identified material financial reporting weaknesses. Furthermore, the Audit Committee has not tested the operating effectiveness of the remediated controls, since
the process is not yet complete. However, because of the inherent limitations in all control systems, no evaluation of controls can provide absolute assurance that all control
issues, if any, within our company have been detected. These inherent limitations include the realities that judgments in decision-making can be faulty, and that breakdowns can
occur because of simple errors or mistakes.

PART II

ITEM 1. LEGAL PROCEEDINGS.

Please refer to our Annual Report on Form 10-KSB, for the fiscal year ended December 31, 2006, filed with the Securities and Exchange Commission (“SEC”) on
December 11, 2007 for a description of our current legal proceedings. There have been no material developments with respect to any of the legal proceedings described in our
previously filed Annual Report on Form 10-KSB.

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

In February 2007, we entered into a consulting agreement (“Consulting Agreement”) with Emmes Group Consulting LLC (“Emmes”) to assist in resolving our
financial issues and provide advice regarding any strategic alternatives that may be available to us. Pursuant to the Consulting Agreement, we issued to Emmes a warrant to
purchase 5,000,000 shares of our common stock. The warrant has an exercise price of $0.03 per share, contains a cash-less exercise provision, and expires ten years from date
of issue.

In February 2007, we entered into a consulting agreement with Valerie A. Heusinkveld to assist with our SEC reporting obligations, including the preparation of
financial statements. As compensation for the services, we issued to Ms. Heusinkveld a warrant to purchase 5,000,000 shares of our common stock. The warrant has an exercise
price of $0.03 per share, contains a cash-less exercise provision, and expires ten years from date of issue.

The issuance of the foregoing securities was exempt under Section 4(2) of the Securities Act of 1933, as amended.
ITEM 3. DEFAULTS UPON SENIOR SECURITIES.

None.
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ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS.

None.

ITEM 5. OTHER INFORMATION

None.

ITEM 6. EXHIBITS

10.13 Consulting Agreement, effective as of February 1, 2007, by and between Medical Discoveries, Inc. and Valerie A. Heusinkveld*

10.14 Consulting Agreement, effective as of February 1, 2007, by and between Medical Discoveries, Inc. and Emmes Group Consulting LLC*
31 Rule 13a-14(a) Certification, as adopted pursuant to Section 302 of the Sarbanes-Oxley Act of 2002 *
32 Certification pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002*

* Filed herewith.

29




SIGNATURES

In accordance with Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant caused this report to be signed on its behalf by the undersigned, thereunto
duly authorized.

MEDICAL DISCOVERIES, INC.

Date: December 19, 2007 By: /s/ JUDY ROBINETT

Judy Robinett
Chief Executive Officer and interim Chief Financial
Officer
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CONSULTING AGREEMENT

THIS CONSULTING AGREEMENT, effective as of February 1, 2007 (the “Effective Date™), is
by and between MEDICAL DISCOVERIES, INC., a Utah corporation (the “Company™ or “MLSC™, an
early-stage  biophammacentical company headquartered in Salt Lake City, Utah, and Valerie A
Heusinkveld, an individual {the “Consultant™) located at 3675 Gramarcy Lane, Boisc Tdaho, 83703.

A, The parties wish to provide for the engagement of the Consultant to- perform consulting
services for the Company on the terms and conditions contained in this Agreement,

E. The Consultant wishes to receive compensation from the Company for the Consultant’s
services, and the Company desires reasonable protection of its confidential business information that has
been acquired and is being developed by the Company at substantial expense.

C. The consultant has performed services for the Company from May 2006 to Jaauary 2007
and has accurmulated an unpaid amount due to Consultant of $91.053,

NOW, THEREFORE, for good and valuable consideration. the receipt and sufficiency of which
are hereby acknowledged, the Company and the Consultant, each intsnding to he legally bound, agree ag
follows:

1 ENGAGEMENT AND TERN

() The Eneagement.  Subject to the terms and conditions hereof, (i) the Company engages
the Consultant to perform consulting services for the Company in accordancs with the provisions hereof
and in exchange for the compensation provided herein (the “Engagement"), and (i) the Consultant
aceepts the Engapement and agrees to perform such consulting services and its obligations as provided
hierein.

{(b) Term of Eugasement, Unless terminated earlier as provided herein. fhe term of the
Engagement shall commence effective as of February I, 2007 and shall continue until January 31, 2008
{the "Termination Date"). If Consultant continues to perform consulting services for the Company after
the Termination Date, then, unless atherwise agreed in writing, (i) the Engagement shall continue for an
unspecified term, and (i) either party may terminate the Engagement immediately with or without cause
by giving the other party written notice of termination.

(e) Independent Contractors. The relationship between the Campany and Cansultant is Hiat
of independent contractor, and neither party is the legal representative, agent, joint venture, partmer or
employee of the other party for any purpose whatsoever. Meither party has any right or authority
hereunder 0 assume or create any obligation of any kind or to make any representation or warranty on
behalf of the other, whether express or implied, or to bind the other party in any respect.

Z. CONSULTING SERVICES,
(a) Deseription of Consultine Services and Dutics. The Consultant shall perform the

fallowing duties:

(i)  Assist and advise MLSC's Chairman of the Board, and MLSC’s Chief Executive
Officer with the development of an overall company business plan and recapitalization strategy
for the company; and,




(i)  Assist and advise the Company’s recently retained consultant, EMMES GROUP
CONSULTING LLC, n consulting company located at 92 Natoma Street, Suite 200, San
Francisco, CA 94105 in their efforts to obtain equity or debt capital or combination thereof to
help fund the operations of the company per MLEC s business plan, and

(i)  Assist and advise MLSC’s Chairman of theé Board and MLSC’s Chief Executive
Officer with the preparation of the Company’s financial statements and the filing of its periodic
reports as required by regulatory agencics includmg the SEC, and

(iv)  Assist and adviss MLSC's Chairman of the Board and MLSC's Chief Executive
Officer with cfforts to sell, license or other transactions to monetize some or all of the Company’s
technology or asscts,

) Standard of Care. The Consultant shall perform the consulting services hereunder and
perform all responsibilities and obligations hereunder with at least the care, skill, prudence and diligence

-of similar services provided by the Consultant to other customers.

(c) Proaress Notice. During the Engagement. the Consultant shall keep the Company
advised as to Consultant’s progress in performing the consulting services bereunder and shall, as
requested by the Company, prepare written notice with respect thereto,

3, COMPENSATION,

(a) Consulting Fee. The Company shall pay the Consuliant the following compensation for
performance of the consulting services hereunder:

(i) One Hundred Twenty Thousand Dollars ($120,000) payable in monthly installments
of Ten Thousand Dollars ($10,000) per month during the tenn of the Engagement, and,

(it) Issue a common stock purchase warrant covering 5,000,000 shares of the common
stock of MLSC (the “Warrant”). The exercise price of the Warrant shall equal $0.03 per share,
and be exercisable on a cash-less exercise basis for a'period of ten (10) years from the issue date,
Faor the purposes of this Agreement, the issue date of the Warrant shall be the date the last of the
parties hereto signs this Agreement.

)] Payment Schedule. The Company shall make payment to Consultant for Consultant’s
services during the term of the Engagement according to the following schedule:

(1) Ten Thousand Dollars ($10,000) paid by bank wire transfer in the lawful
currency of the United States of Amcrica upon the last of the parties hereto to sign this
Agréement; and,

(ii) Ten Thousand Dollars ($10,000) paid monthly during the term of the
Engagement by bank wire transfer in the lawful currency of the United States of America on the
first business day of cach calendar month beginning the second calendar month after the Effective
Date,

(iii)  Fifleen Thousand One Hundred Seventy Five (§15.175) paid in six monthly
installments by bank wire transfer in the lawful currency of the United States of Ameriea on the
first business day of each calendar month beginning rthe second calendar month after the Effective
Date as satisfaction of the $91,053 due to consultant but unpaid as of the date of this agreement,




{c) Reimborsement of Business Expenses. The Company shall reimburse the Consultant for
business expenses incumred by the Consultant in the course of performing the services hereunder. No
such expenditure shall be reimbursable unless it speifically has been approved by the Company priar to
being incurred by Consualtant,

{d) No Other Bengfits. During the Engagement, the Consultant shall not be entitled to any of
the Company's emplovee benefits, including without limitation, medieal, dental, vision, vacation pay, sick
lesve, group insurance and other fringe benefits, The Consultant scknowledges that it is the Consultant's
responsibility (financial and otherwise) to obtain its own medical, dental, vision and liability insurance
during the Engagement. The Consultant shall not be compensated for any holidays or vacation days,

4, TERMINATION.

() Termination. Subjsct to the respective continuing obligations of the Company and the
Consultant under Sections 3. 4. 3, and 6 hereof:

(i) Either party may terminate the Agreement immediately on wiitten notice to the other
Party for cause, including, without limitation, (A) dishonesty, fraud, misrepresentation, theft,
embezzlement or material and deliberate injury.or attempted injury, (B} any unlawful or eriminal
activity of a serious pature, (C) any material breach of duty or neglect of duty (after written notice
thereot and a reascnabie opportunity to remedy such failure), or (D} any other material breach of

this Agreement.
) Payments Upon Termination. If this Agreement is terminated by Company without cause

prior to the Termination Date, the Company shall pay Consultant: (i) such unpaid portion of Consultant’s
compensation of $120.000 as set forth in Section 3(a)(i) which has nat already been paid to Consultant i
monthly installments during the term of the Engagement; and, (ii) any unpaid expense reimbursement to
which the Consultant was entitled as of the date of termination.

5. CONFIDENTIALITY.

{a) Definition. “Confidential Information”™ means information or material' of cither Party’s
that is not generally available to or used by others, or the utility or value of which is not generally known
or recogmized as standard practice, whether or net the underlyving: details arc in the public domain
including, but not limited to: information or material relating to either Party and its businesses as
conducted or anticipated to be conducted; business or product plans; or marketing activities: information
or material relating to cither Parties” Inventions; trade secrets or know-how: and any similar information
or material of the type described above that either party obtained from the other party and that it treats or
designates as being proprietary, private or confidential, whether or not ovwned or developed by the party.

{b) Esxclusions. Notwithstanding anything to the contrary containgd herein, the recipisnt of
information disclosed hercunder shall be under no duty to maintain the confidentiality of any such
information which jt can reasonably establish:

{iy At the time of disclosurs is within the public domain:

(it) After diselosure becomes a part of the public domain through no fault. act or
failure to act, error, cffort or breach of this Agreement by the recipient;




(i} Is known to the recipient at the time of disclosure as evidenced by recipient’s
contemporaneous written documentation; or,

(1v) Is required by order, statute or regulation, of any government authority to be
disclosed to any federdl or state agency, court or other body:  Provided, however that any Party
directed to disclose information pursuant to a subpoena or other legal compulsion shall use its
best efforts under the circumstances to promptly notify the disclosing Party of same so as (o
provide or afford the disclosing Party the opportunity to obtain such protective orders or other
relief as the compelling court or other entity may grant.

Information will nat be deemed to have been published merely because individual
portions of the information have been separately published, but only if all material features comprising
such mformation have been published in combination.

(3] Obligation of Confidentiality, Each Party’s obligation of confidentiality shall conclude
five (3) vears after the latest date on which information is disclosed hereunder,

6. LIABILITY

{a) With regard to the services to be performed by the Consultant pursuant to the terms of the
this agreement, the Consultant shall not be liable to the Company, or to anyone who may claim any night
tlug to any relationship with the Corporation, for any-acts or omissicns in the performance of services on
the part of the Consultant, except when said aets or omissians of the Consultant are due to the willful
misconduct or gross negligence. The Company shall hold the Consultant free and harmless from any
obligations, costs, claims, judgments, attorney's fecs, and attachments arising from or growing out of the
services rendered to the Company pursuant to the terms of this agreement or inany way connected with
the rendering of services, except when the same shall arise duc to the willful misconduct or gross
negligence of the Consultant and the Consultant is adjudged to be guilty of willful misconduct or gross
negligence by a court of competent jurisdiction.

7. MISCELLANEOUS,

(a) Consultant Responsible for Taxes. As an independent contractor; the Company shall not
withhold or make payments for state or federal income tax or social sceurity contribufions make
unempleyment insurance or disability insurance contributions or obtain workers” compensation insurance
on the Consultant’s behalf. The Consnltant agrees to accept exclusive responsibility and liability for
complying with all applicable laws governing self-employed individuals, including all obligations with
respect to the foregoing,

(b) Survivability, The obligations of Scctions 3, 4. 5, and 6 of this Agreement shall survive
the expiration or termination of this Agresment,

(© Specific Performance: Remedies Cumulative. Either party acknowicdges that o breach of
this Agreement cannot be adequately compensated for by money damases, and asrces that specific
performance is an appropriate remedy for any breach or threatened breach hereof. Both parties
acknowledge that compliance with the provisions of this Agreement is necessary in order to protect the
proprictary rights of the respective party. Both Partics further acknowledges that any unauthorized use or
disclosure to any third party in breach of this Agreement shall result in irreparable and continuing damage
to the respective Party. Accordingly, both Parties (i) consent to the issummee of any injunctive relief or the
enforcement of other equitable remedics apzinst it at the suit of the respective Party (without bond or
other security) to compel performance of any of the terms of this Agreement, and (i) waives any defenses
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thereto, including without limitation the defenses of failure of consideration, breach of any other
provision of this Apreement and availability of relief in damages. All remedics, whether under this
Agreement, provided by law or otherwise, shall be camulative and not alterpative,

(d) Ne Conflicts, The Consultant represents and warrants to the Company that neither the
entering into of this Agreement nor the performance of any obligations hercunder shall conflict with or
constitute a breach under any obligation of the Consultant under any agreement or contract to which the
Consultant is a party or any other obligation by which the Consultant is bound. Without limiting the
foregoing, the Consultant agrees that at no time shall the Consultant use anv (rade secrets or other
intellectual property of any third party while performing services for the Company,

{e) Successors and Assiens., This Apreement is binding on and inures to the benefit of hoth
Parties” successors and assigns; provided, however, that both Parties” may assion the Agreement without
the: other's consent in connection with a merger, consolidation, assipnment, sale or other disposition of
substantially all of its assets or business. This Agreement is also binding on both Parties” heirs,
execotors, administrators, successors, assigns and legal representatives. Except as provided in this
Section &(e), this Agresment and the rights and cbligations hereof may not be assigned by either party.

1) Modification. This Agreement may be modified or amended only by d wriling signed by
the Company and the Consultant. Any subsequent changes in the Consultant’s duties, salary or
compensation shall not affect the validity or scope of this Agreement.

{a) Governing Law, The laws of California shall govern the validity, construction, and
performance of this Agreement, not withstanding any conflicts of laws prineiples. Any legal proceeding
refated to tis Agreement shall be brought in an appropriate California court, and the Company and the
Consultant hereby consent to the exclusive jurisdiction of that court for this purpose.

) Attoney’s Fees. If any party brings any suit, action, counterclaim or arbitration to
enforce or interpret the provisions of this Agreement, the prevailing party thersin shall be entitled to
recover a reasonable allowance for attorneys’ fees and litigation expenses in addition to court costs. The
term "prevailing party” as used in this Section includes without limitation a party who agrees to dismiss
an action or proceeding upon the other's payment of the sums allegedly duc or performance of the
obligation allegedly breached, or who obtaing substantially the relief it seeks,

) Construction. Whenever possible, each provision of this Agreement shall be interpreted
so that it is valid under the applicable law. 1f any provision of this Agreement is to any extent declared
mvalid by a court of competent jurisdiction under the applicable law, that provision shall remain effective
to the extent not declared invalid. The remainder of this Agreement also shall continue to be valid, and
the entire Agreement shall continue to be valid in other jurisdictions,

4] Waivers, No failure or delay by the Company or the Consultant in exercising any right or
remedy under this Agreement shalf waive any provision of the Agreemsnt. Nor shall any single or partial
exercise by either the Company or the Consultant of any right or remedy under this Agrecment preclude
either of them from otherwise or further exercising thv:sp nights or remedies or any other rights or
remedies granted by any law or any related document,

(k) Entire Acreement. This Agreement supersedes all prcwaua and comemporancous oral
negotiations. commitments, writings and understandings between the parties conccrmng the matters
this Agreement and sets forth the entire agreement and vnderstanding between the parties relating to the
subject matter herein.




IN WITNESS WHEREOF, the Company and the Consultant have executed this Agreement as of
the date first above writtan.

FOR MEDICAL DISCOVERIES, INC.: FOR VALERIE A HEUSINKYVELD
o 1 E}.]H /h"{ PR e ‘-"r fmt ﬂi
Jady Ro Valeriz A, Heusinkveld

_Chief Exceutive Officer

Tl

FOR MEDICAL DISCOVERIES, INC

“Dave Walker

Chairman of the Board of Directors
Tite




THIS WARRANT HAS NOT BEEN REGISTERED UNDER THE SECURITIES ACT OF 1933, AS AMENDED
(THE "1933 ACT"), OR ANY APPLICABLE STATE SECURITIES LAWE, AND MAY NOT BE SOLD OR
TEANSFERRED UNLESS SUCH SALE OR TRANSFER IS IN ACCORDANCE WITH THE REGISTRATION
REQUIREMENTS OF SUCH ACT AND AFPLICABLE LAWS OR SOME OTHER EXEMPTION FROM THE
REGISTRATION REQUIREMENTS OF SUCH ACT AND APPLICABLE LAWS 15 AVAILABLE WITH
RESPECT THERETO.

COMMON STOCK PURCHASE WARRANT

Mumber of Shares: 5,000,000

Common Stock
MEDECAL INSCOVERIES, INC.
Void afier February 1. 2017
1. Issuanee, This Common Stock Purchase Warrant (the "Warranr") is isswed by MEDICAL

DiscovERIES, INC., a Utah corporation (hereinafter with its successors called the "Company™) to Valeric A
Hensinloveld, an individonl, (herginafter with its. successors and assigns the registered holder of this Warrant or the
¥ Holder™),

2. Purchase Price; Number of Shares. The Holder, commencing on the date hereof, is entitled
upen surrender of this Warrant with the subscription form annexed hereto duly executed, at the principal office of
the Company, o purchase from the Company, af a price per share of $0.03 {the "Furchase Price™), Five Million
(5,000,000) fully paid and nonassessable shares of the Company's Commion-Stock (the "Cominon Stock™),

Until such time as this Warrant is exercised in full or expires, the Purchase Price and the securities issuable upon
exergise of this Warrant are subject to adjustment as hereinafier provided. The person or persons in whose nama or
Tmes any certificate representing shares of Common Stock is issued hereunder shall be decimed to have become the
holder of record of the shares represented thereby as at the close of busingss on the date this Warrant is exercised
with respect to such shares, whether or not the transfer books of the Company shall bie closed,

3 Payment of Purchase Price. The Purchase Price may be paid (i) in cash or by check. or (1) by
any combination of the foregoing.

4. Net Issuc Election. The Holder may elect to receive, without the payment by the Holder of any
atiditional consideration, shares of Common Stock equal to the valve of this Warrant or any portion hereol by the
surrender of this Warrant or snch portion to the Company, with the net issuc clection nofice anncxed hereto duly
executed, at the principal office of the Cowpuny, Thereupon, the Company shall issue to the Holder such number of
fully paid and nonassessable shares of Conunon Stock as is computed using the following Tormula;

X._Fid-B)
A
where: X= e number of shares of Common Stock to be issued to e Holder purssant to this
Section 4,
¥= thie munber of shares of Common Stock covered by this Warrant in respect of which the

net isswe election is made pursuant to this Section 4.




A= the Fair Market Value (defined below) of one share of Common Stock, as determined at
the time the net issue election is made pursuant to this Section 4.

E= the Purchiase Price in effect under this Warrant at the time the oet issue election is made
pursuant to this Section 4.

"Fair Market Volue" of a share of Common Stock as of thie date that the net issue election is made
{the "Detenmination Daie") shall mean:

(i) If the net issue election is made in connection with and contingent upon the closing of the
sale of the Company's Common Stock to the public in a public offering pursuant to a Registration Statemeot under
ihe 1933 Act (a "Public Offering"), and if the Company's Repistration Statement refating 1o such Public Offering
("Regisiration Siafement”) has been declared effective by the Secorities and Exchange Commission, then the imitial
“Price to Public” specified in the final prospectus with respect to such offering.

(i) If the nel issue election is not made in connection with and contisgent upon a Public
Offering, then as follows:

{0 If raded on a securilies cxchange or (he Nasdag National Market, the fair
markel yalue of the Coramon Stock shall be deemed to be the average of the closing or last reparted salo prices of
the Common Stock on such exchange or markel over the five day period ending five trading days prior o lhe
Detenmination Date:

h) If otherwise traded in an over-the-counter market, (he fair market value of the
Common Stock shall be desmed 1o be the avernge of the closing ask prices of the Commen Stock over the five day
period ending five trading days prior 1o the Determination Date: and

() If there is no public market for the Common Stock, then fair market valoe shall
be determined in good faith by the Company's Board of Directors,

5. Partial Exercise. This Warrant may be exercised in part, and the Holder shall be entitled to
receive @ new warrant, wiich shall be dated as of the date of this Warmnt, covering the number of shares in respect
of which this Warrant shail not have been exercised:

6. Fractional Shaves, In no event shall any fractional share of Common Stock be issned upon aty
exercise of this Wamant. If upon exerciss of this Warrant in its entirety, the Holder would, except as provided in
this Section 6, be entitled to receive a fractional share of Common Stock, then the Company shall issue (he next
higher number of full shares of Common Stock, issuing a full glare with respeet (o such fractional share,

T Expiration Date; Automatic Evercise.  This Warrant shall expire at the close of business on
September 12, 2015 (the "Expiration Dare"). Notwithstanding the term of this Warrant fixed pursuant to this
Section 7 and provided Holder has received advance notice of at least five (5) days and has not earlier converled,
this Warrant shall awtomatically be converied pursuant to Section 4 hereof, without any action by Holder upon the
closing of a sale of ull or substantially all of the Company's assets, or the merger or consolidation of the Company
with or into anothier corporation {other than o merger or consolidation Tor the principle pnipose of changing the
domicile of Campany), that results in the transfer of fifty per cent (50%) or more of the outstanding voling power of
the Company (collectively a "Aderger™), Motwithstanding the forsgoing, this Warmnt shall automatically be deamed
Lo be exercised. in full pursuant to the provisions of Section 4 hereof, without any furiher action on belialf of the
Holder, immediately prior 1o the time this Warrant would otherwise expire pursuant to this Section 7,

8. Reserved Shares; Valid Issuance. The Company covenanis that it will at all times from and afier
the date hereol’ reserve and keep available such number of its authorized shares of Commen Stock free from all
preamptive or similar rights therein, as will be sufficient to permit, respectively, the exercise of this Warrant in full,
The Company further covenants that such shares as may be issucd pursuant (o such exercise will, upon issnance, be




duly and validly issued, fully paid and nonassessable and free from all taxes, lens and charges with respect 1o the
issuance thereof.

9 Stock Splits and Dividends. [f afier the date hereof the Company shall subdivide the Commen
Stack, by split-up or otherwise, or combing the Common Stock, or issne additional shares of Contimon Stock in
pavment of a stock dividend on the Common Stock, the munber of shares of Comumon Stock issuable on the exercise
of this Warrant shall forthwith be proportionately increased in tlie case of a subdivision or stock dividend, or
-proportionately decreased in the case of a combination; and the Purchase Price shall forthwith be proportionately
decreased in the case of a subdivision or stock dividend, or proportionately increased in the case of a combination.

10, Certificate of Adjustment, Whenever the Purchase Price is adjusted, as herein provided, the
Company shall promptly deliver to the Holder a certificare of the Company's chiel financial officer or chief
executive officar sefting forth the Purchase Price afier such adjustment and setting forth a brief statement of the facts
remuiring such adjustment,

11. Amendment. The tering of this Warrant may be amended, modified or waived only with the
writlen consent of the Holder and Company,

12 Representations and Covenants of the Holder, This Warant bas béen entered into by ihe
Company in reliance upon the following representations and covenants of the Holder, which by its exgeution hisreof
the Holder hereby conlirms:

() Investment Purpose. The right to acquire Commen Siock issuable upon exercise of the
‘Holder's rights contained herein will be acquired for investment and not with a view to the sale or distribution of any
part thereof, and the Holder has no present intention of selling or engaging in agy public distribution of the same
cxeepl pursuant to a registration or exemption.

)] Accredited Investor.  Holder ‘s an "accredited fnvestor” within the meaning of the
Secnrities and Exchange Rule 501 of Regulation D, as presently in effect,

(c) Private Issue, The Holder undersiands (i) that the Commeon Stock issuable upon
exercise. of the Holder's rights contained herein is not registered under the 1933 Act or qualified under applicable
sfale securities faws on the ground that the issuance contemplated by this Warrant will be exempl from the
registration and qualifications requirements thercof, and (i) that the Company’s reliance on such exemption is
predicated on the representations set forth in this Section 12.

(d} Financial Risk. The Holder has such knowledgz and experience in financial and
business matters as to be capable of evalualing e merits and risks of its investiment ;and has the ability to bear the
ccenomic risks of ils investnent,

13, Notices, Transfers, Etc,

(@) Any notice or writlen communication required or permitied to be given to the Holder may
be given by certified mail or delivered to the Holder at the address inost recently provided by the Folder (o the
Company.

(b} Subject to compliance with applicable federal and stare seciirities laws, flis Wartant may
be transfirred by the Holder with respect lo any or all of tha shares purchasable hereunder; provided, however, this
Warrant may nol be transferred to a direct competitor of the Company (as determmined in gnm:‘l faith by the Board of
Directors of the Company) without the prior written consent of the Company, Upon surrender of this Warrant to the
Company. together with the assigmment notice annexed hersto duly executed, Tor transfer of (his Warrint as an
enlirety by the Holder, the Company shall issue a new warmnt of the same denormination 1o the assignes. Upon
surrender of this Warmant to the Company, fopether with the assigimment liereol properly endorsed, by the Holder for
transfer with respect to a portion af the shares of Cominen Stock purchasable hereunder, the Company shall issue a
new warrant to the assignes, in such denomination as shall be requested by the Helder hereof, and shall issue to such
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Holder o new waerant covering (he spmber of shases in respeet of which this Warrant shall not have been
transferred.

&) T gase (his Warrant shall be mutilated, lost. stolen or destroved, the Conspany shall issie
a new warrani of liks tenor and denomination and deliver the smme (i) in exchange and substilution far and upon
surrender and cancellation of any mwdilated Warant. or (i) in licu of any Warrant lost, stolen or destroved. npon
receipt of an afidavit of the Holder or ofier evidence reasomably satisfaciory 1o the Company of the loss. thell or
destruction of sucl Wartant,

1T Governing Law. The provisions and tenns of this Warmant shall be governed by and construed in
accordance with ihe internal ks of the State of Delowars wilhont giving effect to its principles regirding conflicts
of laws,

i5. Suceessors wnd Assipns.  This Warrand shall be binding upon the Company's successors and
assigns and shall inure 1 the beaefit of the Holder's successors, legal represeutatives nnd permiticd assigns.

16, Business Days. I the Inst or appointed day for die tiking of any aclion required or the expimtion
of sy rights granted herein shall be a Salurday or Sunday or a legal holiday In Califorsia, then such action may be
taken or right oy be exercised en the next suceceding day which is not a Sawrday or Sunday or such a legal
hotiday.

IN WITNESS WHEREOF, the Company bas caused this Warrant io be signed by its duly suthorized
afficers this 1™ day of February, 2007,

Frit MEDCAL BISOOVERITS, INC,

e = z ;
By: .._3 R;’La‘pi M I o L’k A
Mame: JtlLi‘l:’EUﬁZl— = ,/(:g [::- =

Title: Chizf Executive Officer

i

For Menrcar DISCOvVERIES, BNc.

By

Mame: Dave Walleer

Titke: Chairman of the Board of Directors




Subscription Agreement

Ta:

Drate:

The undersigned hereby subscribes for __ shares of Commen Stock covered by this Warrant. The
certificate(s) for such shares shall be issued in the name of the undersigned or as otherwise indicated below:

Signalure

Name for Registration

Mailing Address




Net Issue Election Notice

Tor Date;_

The undersigned hereby clects under Seetion 4 to surrender the right to purchase shares of Common Siock pursuan
to Lhis Warrant. The certificate(s) for such shares issuable upon such net issue election shall be issued in the namg
of (he undersigned or as otheriwige indicated below:

Signature

Mame for Registration

Mailing Address




Assignment

For value received hereby sells, assigns and transfers unic

ii:‘;lcusc print or typewrite name and address of Assignee]

the within Warrant, and does hereby irrevocably constitte and appeint
its attorney to transfer the within Warrant on the books of the within named Company with full power of substitutior
on the premises, )

Dated:

Signature

Name for Regisiration

In the Presence of:







CONSULTING AGREEMENT

THIS CONSULTING AGREEMENT, effective as of February 1. 2007 (the “Effective Date™). is
by and between MEDICATL DISCOVERIES, INC._, a Utah corporation (the “Company™ or “MLSC™). an
early-stage biopharmaceutical company located at  and EMMES GROUP CONSULTING LLC, a
consulting company (the “Consultant™ or “Emmes™) located at 92 Natoma Street, Swite 200, San
Francisco, CA 94105,

A The parties wish to provide for the engagement of the Consultant to perform consulting
services for the Company on the terms and conditions contained in this Agreement.

B. The Consultant wishes to recerve compensation from the Company for the Consultant’s
services, and the Company desires reasonable protection of 1ts confidential busimness information that has
been acquired and 1s being developed by the Company at substantial expense.

NOW. THEREFORE. for good and wvaluable consideration, the receipt and sufficiency of which
are hereby acknowledged, the Company and the Consultant, each intending to be legally bound. agree as
follows:

1. ENGAGEMENT AND TERM.

{a) The Engacement. Subject to the terms and conditions hereof. (1) the Company engages
the Consultant to perform consulting services for the Company in accordance with the provisions hereof
and in exchange for the compensation provided herein (the "Engagement'). and (i) the Consultant
accepts the Engagement and agrees to perform such consulting services and 1ts obligations as provided
herein.

(b) Temm of Engagement Unless termunated earlier as provided heremn. the term of the
Engagement shall commence effective as of February 1. 2007 and shall continue until January 31. 2008
(the "Ternunation Date”). If Consultant continues to perform consulting services for the Company after
the Termunation Date, then, unless otherwise agreed i wnting, (1) the Engagement shall contie for an
unspecified term. and (11) either party may termmunate the Engagement immediately with or without cause
by giving the other party written notice of termunation.

(c) Independent Contractors. The relationship between the Company and Consultant 1s that
of independent contractor, and netther party 15 the legal representative, agent. joint venture, partner or
employee of the other party for any purpose whatsoever. Neither party has any night or authority
hereunder to assume or create any obligation of any kind or to make any representation or warranty on
behalf of the other. whether express or implied. or to bind the other party in any respect.

2. CONSULTING SERVICES.

{a) Description_of Consultine Services and Duties. The Consultant shall perform the
following duties:

(1)  Assist and advise MLSC’s Chairman of the Board. and MLSC’s Chief Executive
Officer with the development of an overall company strategic business plan and recapitalization
strategy for the company; and.

(i1)  Assist and advise MLSC’s Chairman of the Board, and MLSC s Chief Executive




Office with the raising of equity or debt capital or combination thereof to help fund the operations
of the company per MLSC s business plan.

{b) Standard of Care. The Consultant shall perform the consulting services hereunder and
perform all responsibilities and obligations hereunder with at least the care, skill, prudence and diligence
of strmlar services provided by the Consultant to other customers.

(c) Progress Notice. Dunng the Engagement, the Consultant shall keep the Company
advised as to Consultant’s progress in performung the consulting services hereunder and shall as
requested by the Company. prepare written notice with respect thereto.

3. COMPENSATION,

{a) Consuliing Fee. The Company shall pay the Consultant the following compensation for
performance of the consulting services hereunder:

(1) One Hundred Esghty Thousand Dellars ($180.000) payable in monthly mstallments
of Fifteen Thousand Dollars ($15.000) per month duning the term of the Engagement; and.

{11) Issue a common stock purchase warrant covering 5,000,000 shares of the common
stock of MLSC (the “Warmrant™). The exercise price of the Warrant shall equal 50.03 per share,
and be exercisable on a cash-less exercise basis for a period of ten (10) vears from the 1ssue date.
For the purposes of this Agreement, the issue date of the Warrant shall be the date the last of the
parties hereto signs this Agreement.

(b) Pavment Schedule The Company shall make payment to Consultant for Consultant’s
services during the term of the Engagement according to the following schedule:

(1) Fifteen Thousand Dollars ($15.000) paid by bank wire transfer i the lawful
cumrency of the United States of America upon the last of the parties hereto to sign this
Agreement; and,

{11} Fifteen Thousand Dollars ($15,000) paid monthly dunng the term of the
Engagement by bank wire transfer in the lawful currency of the United States of America on the
first busimess day of each calendar month beginning the second calendar month after the Effective
Date.

{c) Reimbursement of Business Expenses. The Company shall reimburse the Censultant for
business expenses incurred by the Consultant in the course of performing the services hereunder. No
such expenditure shall be remmibursable unless 1t specifically has been approved by the Company prior to
being incurred by Consultant.

() No Other Benefits. Duning the Engagement, the Consultant shall not be entitled to any of
the Company’s emplovee benefits, including without limitation. medical. dental. vision. vacation pay, sick
leave, group msurance and other fringe benefits. The Consultant acknowledges that it 15 the Consultant’s
responsibility (financial and otherwise) to obtain 1ts own medical, dental vision and liability 1nsurance
during the Engagement. The Consultant shall not be compensated for any holidavs or vacation days.




4. TERMINATION.

(a) Termination. Subject to the respective continmng obligations of the Company and the
Consultant under Sections 3. 4. 5. and 6 hereof:

(1) Either party may terminate the Agreement immediately on written notice to the other
Party for cause, including without himutation, (A) dishonesty, frand. misrepresentation, theft.
embezzlement or material and deliberate injury or attempted injury. (B) any unlawful or criminal
activity of a serious nature, (C) any material breach of duty or neglect of duty (after written notice
thereof and a reasonable opportumity to remedy such fatlure). or (D) any other marerial breach of
this Agreement.

(b) Pavments Upon Temmunation. Pror to the Termination Date, if this Agreement 1s
ternunated by Company for any reason other than dishonesty, fraud. musrepresentation. theft or
embezzlement on the part of the Consultant, the Company shall pav Consultant: (1) such unpaid portion of
Consultant’s compensation of $180.000 as set forth in Section 3{a)(1) which has not already been pa:d to
Consultant m monthly installments during the term of the Engagement; and, (11) any unpaid expense
reimbursement to which the Consultant was entitled as of the date of termination.

3. CONFIDENTIATITY.

(a) Definition. “Confidennal Information™ means information or material of either Party’s
that 1s not generally available to or used by others, or the utility or value of wlich is not generally known
or recognized as standard practice. whether or not the underlying details are in the public domain
mcluding, but not himited to: nformation or matenal relating to either Party and its busmesses as
conducted or anticipated to be conducted: business or product plans: or marketing actrvities: mformation
or material relating to either Parties” Inventions; trade secrets or know-how: and any similar information
or material of the type described above that erther party obtained from the other party and that it treats or
designates as being proprietary, private or confidential, whether or not owned or developed by the party.

(L) Exclusions. Notwithstanding anything to the contrary contained herein, the recipient of
mformation disclosed hereunder shall be under no duty to maintain the confidentiality of any such
mformartion which it can reasonably establish:

(1) At the time of disclosure 15 within the public domamn;

{11) After disclosure becomes a part of the public domam through no fault. act or
failure to act, error, effort or breach of this Agreement by the recipient;

(1)  Is known to the recipient at the time of disclosure as evidenced by recipient’s
contemporaneous written documentation; or,

{rv)  Is required by order. statute or regulation. of any government authonity to be
disclosed to any federal or state agency, court or other body, Provided, however that any Party
directed to disclose information pursuant to a subpoena or other legal compulsion shall use 1ts
best efforts under the circumstances to promptly notify the disclosing Party of same so as to
provide or afford the disclosing Party the opportumity to obtain such protective orders or other
relief as the compelling court or other entity may grant.

Information will not be deemed to have been published merely because individual
portions of the mformation have been separately published. but only if all matenial features comprising

[




such information have been published 1 combinaton.

{c) Obligation of Confidentiality. Each Party’s obligation of confidentiality shall conclude
five (5) years after the latest date on which information 1s disclosed hereunder.

6. MISCELLANEOUS.

(a) Consultant Responsible for Taxes. As an mdependent contractor, the Company shall not
withhold or make payments for state or federal income tax or social security contributions make
unemployment msurance or disability msurance contributions or obtain workers’ compensation insurance
on the Consultant’s behalf The Consultant agrees to accept exclusive responsibility and lability for
complying with all applicable laws governing self-employed individuals, including all obligations with
respect to the foregomg. The Consultant’s tax ID mumber 15 92-0192680.

(b) Survivability. The obligations of Sections 3. 4. 5. and 6 of tlus Agreement shall survive
the expiration or termunation of this Agreement.

(c) Specific Performance: Remedies Cumulative. Esther party acknowledges that a breach of
this Agreement cannot be adequately compensated for by money damages. and agrees that specific
performance is an appropriate remedy for any breach or threatened breach hereof. Both parties
acknowledges that compliance with the provisions of this Agreement 1s necessary m order to protect the
proprietary rights of the respective party. Both Parties further acknowledges that any unauthenized use or
disclosure to any third party in breach of this Agreement shall result in irreparable and continuing damage
to the respective Party. Accordingly, both Parties (1) consent to the 1ssuance of any imnjunctive relief or the
enforcement of other equitable remedies agamst 1t at the suit of the respective Party (without bond or
other security) to compel performance of any of the terms of this Agreement. and (11) waives any defenses
thereto, including withowt limatation the defenses of fmlure of consideration, breach of any other
provision of this Agreement and availability of relief in damages. All remedhes, whether under this
Agreement, provided by law or otherwise, shall be cumulative and not alternative.

(d) No Conflicts. The Consultant represents and warrants to the Company that neither the
entening mto of this Apreement nor the performance of anv obligations hereunder shall conflict with or
constitute a breach under any obligation of the Consultant under any agreement or contract to which the
Consultant 15 a party or any other obligation by which the Consultant 1s bound. Without limiting the
foregoing, the Consultant agrees that at no time shall the Consultant use any trade secrets or other
miellectual property of any third party while performing services for the Company.

(e) Successors and Assigns. This Agreement 15 binding on and inures to the benefit of both
Parties” successors and assigns; provided, however, that both Parties” mayv assign the Agreement without
the other’s consent in connection with a merger. consolidation, assignment, sale or other disposition of
substantially all of 1ts assets or business. This Agreement 15 also binding on both Parties” heirs,
executors. administrators, successors, assigns and lecal representatives. Except as provided n this
Section 8(e). this Agreement and the rights and obligations hereof may not be assigtied by either party.

) Modification. This Agreement may be modified or amended only by a wnting signed by
the Company and the Consultant. Any subsequent changes in the Consultant’s duties. salary or
compensation shall not affect the validity or scope of this Agreement.

() Govermng Law. The laws of Califormia shall govern the validity, construction. and
performance of this Agreement, not withstanding any conflicts of laws principles. Any legal proceeding




related to this Agreement shall be brought 1n an appropriate Califormua court. and the Company and the
Consultant hereby consent to the exclusive jurisdiction of that court for this purpose.

(k) Attornev’s Fees If any party brings any swit. action, counterclaim or arbitration to
enforce or interpret the provisions of this Agreement. the prevailing party theremn shall be entitled to
recover a reasonable allowance for attomeys' fees and litigation expenses in addition to court costs. The
term "prevailing party” as used in tlus Section includes without limitation a party who agrees to disnuss
an acton or proceeding upon the other's payment of the sums allegedly due or performance of the
obligation allegedly breached, or who obtains substantially the relief it seeks.

(1) Construction. Whenever possible. each provision of this Agreement shall be interpreted
so that 1t 1s vahid under the applicable law. If any provision of this Agreement 1s to anv extent declared
mvalid by a court of competent jurisdiction under the applicable law, that provision shall remain effective
to the extent not declared mvahd. The remamder of this Agreement also shall contmue to be valid. and
the entire Agreement shall continue to be valid in other jurisdictions.

{1 Watvers. No failure or delay by the Company or the Consultant 1n exercismg any right or
remedy under this Agreement shall warve any provision of the Agreement. Nor shall any single or partial
exercise by either the Company or the Consultant of any right or remedy under this Agreement preclude
either of them from otherwise or further exercising these rights or remedies or any other rights or
remedies granted by any law or any related document.

() Entire Acreement. This Agreement supersedes all previous and contemporaneous oral
negotiations. comumitments. writings and understandings between the parties concermng the matters in
this Agreement and sets forth the entire agreement and understanding between the parties relating to the
subject matter herein.

IN WITNESS WHEREOQOF, the Company and the Consultant have executed tlus Agreement as of
the date first above written.

FOR MEDICAL DISCOVERIES. INC FOR EMMES GROUP CONSULTING LLC:
Tudy Robmett Martin F. Schroeder

Chief Executrve Officer EVP & Managing Director

Tatle Title

FOR MEDICAL DISCOVERIES. INC.:

Dave Walker

Chairman of the Board of Directors

Title

L
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FOR MEDICAL DISCOVERIES, INC

Diave Walker
_Chairman of the Board of Directers
Tithe




ent By: SUNHEAVEN FARNE; EOBTAEIOZ0; Fb - B-0F 1130043 Fage 2/3

(h)  Afomey's Fecw If any party brings dny sul, sction, counterelaim or erbitrafion i
enforce or interpret the provisions of this Agreement, the prevailing party thersin shall be entitied to
recover & reasuiable allovance for atiomeys’ fees und libgation expenses in addition o court costs, The
fesen "provadting party” as used in this Sectlon meludes without limmtation a party who wgrees to dismuss
a5 estion or procecding upon the other's peyment of the wums ellegedly duc or performance of the
ahliation sllegedly breached, or who obtains substentially the relief it seeks.

(0] Conattushion, Whenever possible, cach provision of this Agreement shall be interpreted
50 that it is valid under the applicablc law, 1T any provision of this Agresment is Lo any eslent declared
invalid by a court of competent jurisdiotion under the spplicable Law, ihat provision shall remmsin effective
to the extent not declared invalid. The remamder of this Agreement alse shall continue to be valid, ind
the: entire Agreemient shull continue o be valid in other jurisdictions.

i Wiivess, No farhae e delay by the Campany or the Cansuliant in exerclsing any right or
reenedy wader this Agreement shall waive any provision of the Agrecment. Nor shall any single or partial
excrowe by cither the Company ar the Consultant of any right or remedy under this Agreement preclude
cither of them fram otherwise or furthor axercising these rights or remedies or any other rights or
remedics granted by any law nr any related dneument

(k) Dotice Agreemeni. This Apreement supersedes all previous and contermporinens oral
ooyotistiony, commitments, writings and understandings b the partes ing the matiers in
this Agreement and sets forth the entire agreement and understanding between the partics Telating 1o the
wubject malter herain.
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FOR MEDICAL DISCOVERIES, INC - FOR EMMES GROUP CONSULTING LLC
g7 y

Judy Robinett

L
Chief Encoutive Officar EVP & Mansping Director
Titke Title

FOR MEDICAL DISCOVERTES, TNC -

Chazmuan of the Buard of Directors
Title







Exhibit 31

CERTIFICATIONS PURSUANT TO
SECTION 302 OF
THE SARBANES-OXLEY ACT OF 2002

I, Judy Robinett, certify that:
1. I have reviewed this report on Form 10-QSB of Medical Discoveries, 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 small business issuer as of, and for, the periods presented in this report;

4. The small business issuer’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)) for the small business issuer 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 small business issuer, including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which this annual report is being prepared;

(b) Evaluated the effectiveness of the small business issuer’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

(c) Disclosed in this report any change in the small business issuer’s internal control over financial reporting that occurred during the small business issuer’s
most recent fiscal quarter (the small business issuer’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely
to materially affect, the small business issuer’s internal control over financial reporting; and

5. The small business issuer’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
small business issuer’s auditors and the audit committee of small business issuer’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 small business issuer’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 small business issuer’s internal control
over financial reporting.

Date: December 19, 2007 By: /s/ JUDY ROBINETT

Judy Robinett
Chief Executive Officer and interim Chief
Financial Officer




Exhibit 32

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350, AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

Pursuant to 18 U.S.C. § 1350, as created by Section 906 of the Sarbanes-Oxley Act of 2002, the undersigned officer of Medical Discoveries, Inc. (the “Company”)
hereby certifies that, to her knowledge:

(1) The Quarterly Report on Form 10-QSB of the Company for the quarter ended March 31, 2007 (the “Report”) fully complies with the requirements of Section
13(a) or Section 15(d), as applicable, of the Securities Exchange Act of 1934, as amended; and

(ii) The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.

Date: December 19, 2007 By: /s/ JUDY ROBINETT

Judy Robinett
Chief Executive Officer and interim Chief
Financial Officer




