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Forward-Looking Statements

 
 
This report includes “forward-looking statements” within the meaning of Section 27A of the Securities Act of 1933, as amended (the “1933
Act”), and Section 21E of the Securities Exchange Act of 1934, as amended (the “Exchange Act”). All statements other than statements of
historical fact are “forward-looking statements” for purposes of this Quarterly Report on Form 10-Q, including any projections of earnings,
revenue or other financial items, any statements regarding 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, any statements regarding
expected benefits from any transactions and any statements of assumptions underlying any of the foregoing. In some cases, forward-looking
statements can be identified by the use of terminology such as “may,” “will,” “expects,” “plans,” “anticipates,” “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. Our
future financial condition and results of operations, as well as any forward-looking statements, are subject to inherent risk and uncertainties,
including, but not limited to, the risk factors set forth in “Part II, Item 1A – Risk Factors” below and for the reasons described elsewhere in this
Quarterly Report on Form 10-Q. All forward looking statements and reasons why results may differ included in this report are made as of the
date hereof and we do not intend to update any forward-looking statements accept as required by law or applicable regulations. Except where
the context otherwise requires, in this Quarterly Report on Form 10-Q, the “Company,” “Nuvilex,” “we,” “us” and “our” refer to Nuvilex,
Inc., a Nevada corporation, and, where appropriate, its subsidiaries.

 
 



 
PART 1 – FINANCIAL INFORMATION
 
ITEM  1.  FINANCIAL STATEMENTS
 
The unaudited financial statements included herein have been prepared by Nuvilex, Inc. (the “Company”). In the opinion of management, the
interim financial statements reflect all adjustments of a normal recurring nature necessary for a fair statement of the results for interim periods.
It is suggested that these financial statements and notes to the financial statements be read in conjunction with the financial statements
included in the Company’s Annual Report on Form 10-K for the fiscal year ended April 30, 2009.
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NUVILEX, INC.
F/K/A EFOODSAFETY.COM, INC.

CONSOLIDATED BALANCE SHEETS
    
  
 January 31, 2010

Unaudited
  

April 30, 2009
                                                 ASSETS    

   Cash  $                 650  $           603,727
   Marketable securities                       -                31,185
   Accounts receivable - net                31,058               156,312
   Inventory                49,902               117,095
   Prepaid expenses               110,290               214,418
   Current portion of loan receivable                       -                60,000
         Total Current Assets               191,900            1,182,737
    
Property, plant and equipment - net               257,778               265,530
Goodwill            2,113,412            2,113,412
Intangible assets               857,025               857,025
Assets held for sale - net            1,125,000            2,378,345
Other non-current assets    
   Loan receivable, net of current portion                       -                45,000
          Total Assets  $        4,545,115  $        6,842,049
    

LIABILITIES AND STOCKHOLERS' EQUITY   
Current Liabilities    
   Accounts payable  $           576,473  $           209,942
   Accrued expenses               177,302               223,459
   Current portion of long-term debt            1,859,235               485,395
          Total Current Liabilities            2,613,010               918,796
    
Long-term Liabilities    
   Long-term debt               485,367            1,929,690
   Tenant deposits                       -                  3,987
          Total Liabilities            3,098,377            2,852,473
    
Stockholders' Equity:    
    
   Preferred stock, authorized 10,000,000 shares,   
   $0.0001 par value, 5,000 and 10,000 shares issued
   and outstanding respectively                         1                         1
   Common Stock, authorized 500,000,000 shares,  
   $0.0001 par value, 320,997,582 and 245,173,330  
   shares issued and outstanding respectively                32,100                24,517
   Additional paid in capital          34,194,251          33,197,848
   Comprehensive income                       -                  8,910
   Stock not yet issued                       -               250,000
   Accumulated deficit         (32,779,614)         (29,491,700)
          Total Stockholders' Equity            1,446,738            3,989,576
          Total Liabilities and Stockholders' Equity  $        4,545,115  $        6,842,049
    

The accompanying notes are an integral part of these consolidated financial statements
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NUVILEX, INC.
F/K/A EFOODSAFETY.COM, INC.

CONSOLIDATED STATEMENTS OF OPERATIONS
(Unaudited)

      
      
 For the Three Months Ended For the Nine Months Ended
 January 31,  January 31,
 2010 2009  2010 2009
Revenues  $         75,150  $       130,367  $       213,267  $       580,023
Cost of revenues             45,402             31,273           139,163           166,469
Gross profit             29,748             99,094             74,104           413,554
      
Expenses:      
    Sales and marketing             58,257             26,247           299,517           137,657
    Research and development             49,552               3,354           490,980             14,252
    Consulting - paid in cash and stock           338,657           516,213           846,755        1,372,107
    Impairment loss recognized for fixed assets        1,208,564                    -        1,208,564                    -
    General and administrative           247,503           439,143           292,994           744,399
            Total operating expenses        1,902,533           984,957        3,138,810        2,268,415
Net loss from operations       (1,872,785)          (885,863)       (3,064,706)       (1,854,861)
      
Other income (expense)      
     Interest income                    -               3,695                    -             16,044
     Dividend income                    -                   34                    -                 305
     Gain on sale of marketable securities                    -             11,933               2,692             11,933
     Loss on settlement of loan receivable                    -                    -           (55,000)                    -
     Interest expense           (30,877)                (386)           (88,004)             (1,007)
     Other income (expense)           (86,462)                    -           (62,779)                    -
          Total other income (expense)          (117,339)             15,276          (203,091)             27,275
Net loss       (1,990,124)          (870,587)       (3,267,797)       (1,827,586)
Stock dividend                    -                    -           (20,117)                    -
Net loss attributable to Common Stockholders  $   (1,990,124)  $      (870,587)  $   (3,287,914)  $   (1,827,586)
      
Loss per share      
     Basic and diluted  $           (0.01)  $           (0.00)  $           (0.01)  $           (0.01)
      
Weighted average shares outstanding     
     Basic and diluted     311,618,067     193,468,330     286,173,334     192,918,330
      

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

 
F-2 



 

NUVILEX, INC.
F/K/A EFOODSAFETY.COM, INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited)

    
  For the Nine Months Ended
  January 31,
  2010 2009
Cash flows from operating activities:  
Net loss   $     (3,267,797)  $     (1,827,586)
Adjustments used to reconcile net loss to net cash
      provided by (used in) operating activities:  
      Comprehensive income                      -                7,000
      Depreciation                98,306                6,851
      Common stock issued for services             373,969          1,168,056
      Loss on disposal of fixed assets                   529                     -
      Loss on impairment of fixed assets          1,208,564 
      Loss on settlement of loan receivable               55,000                     -
      Gain on sale of securities                (2,692)                     -
      Bad debt expense                27,039                     -
      Change in assets and liabilities, net of effects from
      business acquisitions:    
           (Increase) decrease in accounts receivable               98,215             236,282
           (Increase) decrease in inventory               67,193               54,239
           (Increase) decrease in prepaid expenses             104,128             (10,569)
           (Increase) decrease in loan receivable                     -             (96,125)
           Increase (decrease) in accounts payable             366,531             (86,646)
           Increase (decrease) in accrued expenses             (37,407)               13,939
           (Decrease) in deferred revenue                     -               (5,625)
           (Decrease) in tenant deposits               (3,987)                     -
                  Net cash used in operating activities           (912,409)           (540,184)
Cash flows from investing activities:  
     Purchase of fixed assets              (46,302)                  (780)
     Proceeds from or (purchase) of marketable securities               24,967             (14,000)
     Collection of loan receivable                50,000                     -
                 Net cash provided by (used in) investing
                 activities                28,665             (14,780)
Cash flows from financing activities:  
      Proceeds from sale of Common Stock             359,900                     -
      Proceeds from borrowings                52,749                     -
      Repayment of debt            (131,982)                     -
                 Net cash provided by financing activities             280,667                     -
Net (decrease) increase in cash and cash equivalents           (603,077)           (554,964)
Cash and cash equivalents at beginning of period             603,727          1,513,541
Cash and cash equivalents at end of period  $               650   $         958,577
    
Supplementary non-cash disclosures:  
   Cash paid for interest   $           88,004     $             1,007
   Stock dividend   $           20,117  $                     -
   Conversion of Preferred Stock for Common Stock  $             2,500  $                     -
   Common Stock issued for stock not yet issued  $         250,000  $                     -
    

The accompanying notes are an integral part of these consolidated financial statements
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NUVILEX, INC.
F/K/A EFOODSAFETY.COM, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
 
NOTE 1 - BACKGROUND AND LIQUIDITY
 
This summary of accounting policies for Nuvilex, Inc. and its subsidiaries is presented to assist in understanding the Company’s consolidated
financial statements. The accounting policies conform to generally accepted accounting principles and have been consistently applied in the
preparation of the consolidated financial statements.
 
Background
 
The Company was founded as DJH International, Inc., a Nevada corporation, on October 28, 1996, and changed its name to eFoodSafety.com,
Inc. following its October 16, 2000 acquisition of Global Procurement Systems, Inc. The Company acquired Ozone Safe Food, Inc. for
Common Stock on October 29, 2003. The Company’s early mission was to provide methods and products to ensure the safety of marketed
fruits and vegetables worldwide. On February 4, 2004, the Company registered shares with the Securities and Exchange Commission and its
Common Stock began publicly trading on the OTC Bulletin Board under the trading symbol EFSF. The Company did not issue shares of
Common Stock pursuant to an initial public offering. With less than projected demand for its produce sterilization methods and software
tracking products, the Company changed its strategy and acquired Knock-Out Technologies, Ltd. and MedElite, Inc. in May 2004 and August
2005, respectively. Knock-Out Technologies, Ltd. is a developer of products using organic, non-toxic food based substances. MedElite, Inc. is
the exclusive U.S. distributor of TalsynTM-CI Scar Cream (“Talsyn”), a topical scar reducing cream. The Company’s new strategy was to bring
to market scientifically derived products designed to improve the health and well-being of those who use them. The Company sold its Ozone
Safe Food, Inc. operations in August 2005. In November 2006, the Company formed Cinnergen, Inc., a wholly-owned subsidiary, to
manufacture and market a non-prescription liquid nutritional supplement designed to promote healthy glucose metabolism, and purEffect, Inc.,
another wholly-owned subsidiary, to manufacture and market purEffectTM, a four-step non-prescription acne treatment. On March 10, 2006,
the Company licensed the marketing rights for purEffectTM to Charlston Kentrist 41 Direct, Inc. (“CK41”). In July 2007, the Company formed
I-Boost, Inc., a wholly-owned subsidiary, to manufacture and market a food bar designed to improve the effectiveness of the human immune
system. In March 2008, the Company formed Cinnechol, Inc., a wholly-owned subsidiary, to manufacture and market a non-prescription
nutritional supplement designed to promote cardiovascular health. In February 2009, the Company sold its remaining rights in the purEffectTM

product to CK41 for an equity position in CK41 and future royalty compensation. In March 2009, the Company acquired Freedom2 Holdings,
Inc., the manufacturer and marketer of Infinitink®, a permanent tattoo ink designed to be removed more easily using conventional laser
removal methods. On March 18, 2009, the Company changed its name to Nuvilex, Inc.
 
NOTE 2 - Going Concern and Management’s Plans
 
The Company’s financial statements are prepared using accounting principles generally accepted in the United States of America (“GAAP”)
applicable to a going concern, which contemplates the realization of assets and liquidation of liabilities in the normal course of business. The
Company has not yet established an ongoing source of revenues sufficient to cover its operating costs and allow it to continue as a going
concern. In addition, as of January 31, 2010, the Company has an accumulated deficit of $32,779,614, has incurred a net loss for the nine
months ended January 31, 2010 of $3,287,914 and has a working capital deficit of $2,421,111. The Company’s current business plan requires
additional funding beyond its anticipated cash flows from operations. These and other factors raise substantial doubt about the Company’s
ability to continue as a going concern.
 
The Company’s current and evolving business strategy involves two key elements that it believes are essential to its success. The first is a new
focus on “Green” products and technologies, which includes the Company’s development stage Oraphyte™ nematocide product line. The
Company believes its new singular focus on “Green” products and technologies will place the Company in the mainstream of consumer,
investor and government interests and will enable the Company to achieve, beyond its current product offerings, revenue growth and cash in-
flows.
 
The second element is the continuation of the Company’s cost containment and expense reduction program. The Company’s largest overhead
expense is the operation and upkeep of its Cherry Hill, New Jersey facility. On February 16, 2010, the Company entered into a $1.125 million
Sale Agreement for its Cherry Hill facility. The Sale Agreement establishes a fair market value less than the book value for the Company’s
building and building improvements. Generally accepted accounting procedures require the Company to adjust the value of its fixed asset to
fair market value. The Company has adjusted the value of its fixed assets and recorded a loss for impairment of $1.208 million. The Sale
Agreement is contingent on a “short sale” with Cornerstone Bank, the first mortgage holder on the property. The Company plans to transfer its
operations to an appropriately sized, affordable leased facility. The Company will continue to assess its operations seeking to eliminate or
mitigate expenses it deems expedient.
 
NOTE 3 – Significant Accounting Policies

Unaudited Financial Statements

The accompanying unaudited consolidated financial statements have been prepared in accordance with generally accepted accounting
principles in the United States of America (“GAAP”), for interim financial information and pursuant to the instructions to Form 10-Q and
Article 10 of Regulation S-X. Accordingly, they do not include all of the information and disclosures required by GAAP for complete
financial
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statements. In the opinion of management, all adjustments (consisting of normal recurring accruals) considered necessary for a fair
presentation have been included. Operating results for the nine months ended January 31, 2010 are not necessarily indicative of the results that
may be expected for the year ending April 30, 2010. The balance sheet at April 30, 2009, has been derived from the audited financial
statements at that date but does not include all of the information and disclosures required by GAAP for complete financial statements. For
further information, refer to the financial statements and notes thereto included in the Company’s Annual Report on Form 10-K for the year
ended April 30, 2009.
 
Principles of Consolidation
 
The consolidated financial statements include the accounts of Nuvilex, Inc. and its subsidiaries, Knock-Out Technologies, Ltd., MedElite,
Inc., Cinnechol, Inc., Cinnergen, Inc., Freedom-2 Holdings, Inc., Freedom-2, Inc. and Exceptional Tattoo Equipment and Ink Supply
Company, Inc. With respect to the latter three subsidiaries, the financials do not include any profit and loss activity from May 1, 2008 to
October 31, 2008 as the acquisition was accounted for under the purchase method of accounting.
 
All significant intercompany balances and transactions have been eliminated.

Reclassification
 
Certain items from the April 30, 2009 balance sheet and the three and nine months ended January 31, 2009 statements of operations have been
reclassified to conform with the three and nine months ended January 31, 2010 financial statement presentation. There is no effect on net
income, cash flows or stockholders’ equity as a result of these reclassifications.
 
Cash and Cash Equivalents
 
For purposes of the statement of cash flows, the Company considers all highly liquid debt instruments purchased with a maturity of three
months or less to be cash equivalents to the extent the funds are not being held for investment purposes.
 
Inventories
 
Inventories are stated at the lower of cost or market. Cost is computed on a weighted-average basis, which approximates the first-in, first-out
method, and market is based upon estimated replacement costs. Costs included in inventory primarily include finished product and packaging.
 
Use of Estimates
 
The preparation of financial statements in conformity with GAAP required management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the
reported amounts of revenues and expenses during the reporting period. Actual results could differ from those estimates.
 
Property and Equipment
 
Property and equipment are recorded at cost. Expenditures that increase the useful lives or capacities of the plant and equipment are
capitalized. Expenditures for repairs and maintenance are charged to income as incurred. Depreciation is provided using the straight-line
method over the estimated useful lives as follows:

 
 Computer equipment/software  3 years
 Furniture and fixtures  7 years
 Machinery and equipment  7 years
 Building improvements  15 years
 Building  40 years

 
Goodwill and other indefinite-lived intangibles
 
The Company records the excess of purchase price over the fair value of the identifiable net assets acquired as goodwill and other indefinite-
lived intangibles. The FASB standard on goodwill and other intangible assets, prescribes a two-step process for impairment testing of
goodwill and indefinite-lived intangibles, which is performed annually, as well as when an event triggering impairment may have occurred.
The first step tests for impairment, while the second step, if necessary, measures the impairment. The Company has elected to perform its
annual analysis at the end of its reporting year. No indicators of impairment were identified in the years ended April 30, 2009 and 2008.
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Valuation of long-lived assets
 
The Company accounts for the valuation of long-lived assets under the FASB standard for accounting for the impairment or disposal of Long-
Lived Assets. The FASB standard requires that long-lived assets and certain identifiable intangible assets be reviewed for impairment
whenever events or circumstances indicate that the carrying amount of an asset may not be recoverable. Recoverability of the long-lived assets
is measured by a comparison of the carrying amount of the asset to future undiscounted net cash flows generated by the asset. If such assets
are considered to be impaired, the impairment to be recognized is measured by the amount by which the carrying amount of the assets exceeds
the estimated fair value of the assets. Assets to be disposed of are reported at the lower of the carrying amount or fair value, less cost to sell.
 
Basic and Diluted Earnings (Loss) per Share
 
Basic and diluted earnings per share is calculated using the weighted-average number of common shares outstanding during the period
without consideration of the dilutive effect of stock warrants, convertible notes and convertible preferred shares.
 
Fair value of financial instruments
 
For certain of the Company’s non-derivative financial instruments, including cash and cash equivalents, receivables, accounts payable, and
other accrued liabilities, the carrying amount approximates fair value due to the short-term maturities of these instruments. The estimated fair
value of long-term debt is based primarily on borrowing rates currently available to the Company for similar debt issues. The fair value
approximates the carrying value of long-term debt.
 
Investment in Marketable Securities
 
In May and June 2009, the Company sold 2,227,500 shares in Sustainable Power Corporation (PK:SSTP) for $24,967. The shares were
purchased for $22,275. The transaction resulted in a realized gain of $2,692.
 
The Company has made no additional investment in marketable securities.
 
Comprehensive Income
 
Comprehensive income is presented in the Stockholders’ Equity section of the Consolidated Balance Sheet and consists of unrealized gains or
losses on marketable securities.
 
Revenue Recognition
 
Sales of products and related costs of products sold are recognized when (i) persuasive evidence of an arrangement exists, (ii) delivery has
occurred, (iii) the price is fixed or determinable and (iv) collectability is reasonably assured. These terms are typically met upon shipment of
product to the customer.
 
Allowance for Doubtful Accounts
 
The Company provides an allowance for estimated uncollectible accounts receivable balances based on historical experience and the aging of
the related accounts receivable.
 
Income Taxes
 
Deferred taxes are calculated using the liability method whereby deferred tax assets are recognized for deductible temporary differences and
operating loss and tax credit carryforwards and deferred tax liabilities are recognized for taxable temporary differences. Temporary differences
are the differences between the reported amounts of assets and liabilities and their tax bases.  Deferred tax assets are reduced by a valuation
allowance when, in the opinion of management, it is more likely than not that some portion or all of the deferred tax assets will not be
realized. Deferred tax assets and liabilities are adjusted for the effects of changes in tax laws and rates on the date of enactment.
 
In June 2006, the FASB interpreted its standard for accounting for uncertainty in income taxes, an interpretation of accounting for income
taxes.  This interpretation clarifies the accounting for uncertainty in income taxes recognized in an entity’s financial statements in accordance
the minimum recognition threshold and measurement attributable to a tax position taken on a tax return is required to be met before being
recognized in the financial statements. The FASB’s interpretation had no material impact on the Company’s financial statements for the year
ended April 30, 2009. As of April 30, 2009, the Company had a net operating loss carry forward for income tax reporting purposes of
approximately $29,000,000 that may be offset against future taxable income through 2025. Current tax laws limit the amount of loss available
to be offset against future taxable income when a substantial change in ownership occurs. Therefore, the amount available to offset future
taxable income may be limited. No tax benefit has been reported in the financial statements, because the Company believes there is a 50% or
greater chance the carry forwards will expire unused. Accordingly, the potential tax benefits of the loss carry forwards are offset by a
valuation allowance of the same amount.
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Research and Development Costs
 
Expenditures for research and development are expensed as incurred. Such costs are required to be expensed until the point that technological
feasibility is established. For the three and nine months ended January 31, 2010 and 2009, the Company incurred research and development
costs of $49,552, $3,354, $490,980 and $14,252 respectively.
 
Concentration of Credit Risk
 
The Company has no significant off-balance-sheet concentrations of credit risk such as foreign exchange contracts, options contracts or other
foreign hedging arrangements. The Company maintains the majority of its cash balances with one financial institution in the form of demand
deposits.
 
NOTE 4 – ACCOUNTS RECEIVABLE
 
The Company recognizes receivables predominately on sales of its Cinnergen™ and private label ink products. For the nine months ended
January 31, 2010, the Company has not established an allowance for doubtful accounts as the Company currently deems all of its receivables
as collectable.
 
During the year ended April 30, 2009, the Company issued credit memos to a customer in the amount of $336,452 representing the entire
amount billed to date. In exchange the customer forgave approximately $400,000 of charge backs.  Both parties signed the settlement
agreement on July 23, 2009.
 
NOTE 5 - INVENTORY
 
At January 31, 2010 and April 30, 2009, the total amount of inventory was allocated between raw materials and finished product as follows:

 January 31, 2010  April 30, 2009
 $ %  $ %
Finished goods             21,424 42.9%            90,280 77.1%
Raw materials             28,478 57.1%            26,815 22.9%
             49,902 100.0%          117,095 100.0%

 
NOTE 6 - LOAN RECEIVABLE
 
On August 7, 2006, the Company loaned Diamond Ranch Foods, Ltd. $100,000. Per the terms of the loan agreement, the loan carries an
interest rate of 7.5% per annum and had a maturity date of December 31, 2008. At the maturity date, the Company elected to receive $5,000
per month for 24 months beginning in February 2009. As a result, $60,000 was classified as a short term receivable with the balance of
$45,000 as a long term receivable.
 
On July 28, 2009, the Company agreed to receive a lump sum payment of $35,000 in exchange for cancellation of the note receivable. The
remaining balance of $55,000 was recorded as a loss from settlement of loan receivable.
 
NOTE 7 - FIXED ASSETS
 
Fixed assets consisted of the following:
 

 January 31, 2010  April 30, 2009
Computers/software       $           63,568     $                64,960
Furniture and fixtures                   39,029                       38,393
Manufacturing equipment                   46,305                               -
Lab equipment                 182,980                     182,980
              331,882                  286,333
Less: accumulated depreciation                (74,104)                     (20,803)
  $          257,778  $              265,530
 
 

F-7



 
Depreciation expense for the nine months ended January 31, 2010 and 2009 was $98,306 and $6,851, respectively.
 
NOTE 8 - ASSETS HELD FOR SALE
 
In accordance with the authoritative guidance of the Financing Accounting Standards Board, assets held for sale are reported at the lower of
the carrying amount or fair value less cost to sell and the recognition of depreciation expense is discontinued. On February 16, 2010, the
Company entered into a $1,125,000 Sale Agreement for its Cherry Hill facility. The Sale Agreement establishes a fair market value less than
the book value for the Company’s building and building improvements. Generally accepted accounting procedures require the Company to
adjust the value of its fixed asset to fair market value. The Company has adjusted and reclassified the value of it’s building and building
improvements to fixed assets held for sale in the amount of $1,125,000 and $2,378,345 as of January 31, 2010 and April 30, 2009 respectively
and has recorded a loss for impairment of $1,208,564 for the nine months ending January 31, 2010.
 
NOTE 9 – DEBT
 

Long Term Debt  
Note payable to a Bank for a mortgage secured by the building, interest at 7.75 % payable in monthly installments of
$19,202, with a balloon payment due 2/1/2013.

$     1,592,315

  
Note Payable to a Law Firm, secured by a second mortgage on the building with interest at 2.5% payable in monthly
installments of $5,787.

$        173,537

  
Note Payable to an individual secured by a third mortgage on the property due 12/31/2009 with interest at 10% payable on
the first day of April, July and October until the maturity date with the balance payable on the maturity date. The lender
has agreed to extend the maturity date to March 31, 2010.

$        158,750

  
License fee agreement with Brown University, amended February 12, 2009, for intellectual property rights. Equal
payments of $100,000 are due on June 1, 2009, 2010, 2011 and 2012. The license fee payments do not include interest.

$        400,000

  
Bridge Loan payable initiated 12/01/2008 accruing interest at 8% and payable upon maturity on 6/30/2010. $          20,000
  
Total notes payable  $     2,344,602
  
Less: current portion $     1,859,235
  
Long term portion  $        485,367
 
In July 2009, the mortgage agreement with Cornerstone bank was modified whereby the principle of $43,572 paid to date on the note was re-
advanced to the borrower returning the principle balance to $1,600,000. Payments under the modified agreement commenced on September 1,
2009. The pending sale of the Company’s building accelerates the potential payment of the Cornerstone bank mortgage to the current year.
Accordingly, although the maturity date of the mortgage extends to February 1, 2012, the Company recognizes the entire outstanding
mortgage value as a current liability.
 
NOTE 10 - COMMON STOCK TRANSACTIONS
 
On June 1, 2009, the Company’s Board of Directors declared a stock dividend of one (1) Common Stock share for every five hundred (500)
Common Stock shares owned. The dividend was payable to stockholders of record as of June 30, 2009 and resulted in 502,915 shares being
issued. The shares were issued without registration under the Securities Act of 1933, as amended, in reliance upon the exemption afforded by
Section 4(2) of that Act. No underwriters were involved. The shares were valued at a fair market value of $20,117, which was recorded
through retained earnings.
 
On June 2, 2009, 5,555,555 shares of Common Stock were issued to a shareholder for $250,000 cash received prior to April 30, 2009.  The
$250,000 was originally recorded on the balance sheet as of April 30, 2009 under the caption “stock not issued”. The shares were issued
without registration under the Securities Act of 1933, as amended, in reliance upon the exemption afforded by Section 4(2) of that Act. No
underwriters were involved.
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From August 1, 2009 through October 31, 2009, 25,000,000 shares of Common Stock were issued to a shareholder for conversion of 5,000
share of Series E Preferred Stock, which was purchased in December 2007 for $500,000 in cash. The shares were issued without registration
under the Securities Act of 1933, as amended, in reliance upon the exemption afforded by Section 4(2) of that Act. No underwriters were
involved.
 
From August 1, 2009 through September 2, 2009, 23,700,000 share of Common Stock were issue to various shareholders for $227,748 cash.
The shares were issued without registration under the Securities Act of 1933, as amended, in reliance upon the exemption afforded by Section
4(2) of that Act. No underwriters were involved.
 
On October 22, 2009, 1,734,296 shares of Common Stock were issued to a shareholder for consulting services with regard to fund raising
activities. A charge of $58,966 based on the price of the Company’s Common Stock as of the date of grant was made to consulting expense.
The shares were issued without registration under the Securities Act of 1933, as amended, in reliance upon the exemption afforded by Section
4(2) of that Act. No underwriters were involved.
 
On December 1, 2009, 1,250,000 shares of Common Stock were issued to each of Marylew Barnes, Senior Vice President and Chief Financial
Officer of the Company, Robert Bowker, President of Knock-Out Technologies, Ltd., Dr. Richard Goldfarb, President of MedElite, Inc., and
Mr. Tim Matula for director fees. A charge of $140,500 based on the price of the Company’s Common Stock as of the date of grant was made
to consulting expense. The shares were issued without registration under the Securities Act of 1933, as amended, in reliance upon the
exemption afforded by Section 4(2) of that Act. No underwriters were involved.
 
On December 4, 2009, 1,250,000 shares of Common Stock were issued to a private shareholder for a cash investment of $25,000. The shares
were issued without registration under the Securities Act of 1933, as amended, in reliance upon the exemption afforded by Section 4(2) of that
Act. No underwriters were involved.
 
On December 31, 2009, 2,521,375 shares of Common Stock were issued to a private shareholder for a cash investment of $50,000. The shares
were issued without registration under the Securities Act of 1933, as amended, in reliance upon the exemption afforded by Section 4(2) of that
Act. No underwriters were involved.
 
On December 31, 2009, 1,133,333 shares of Common Stock were issued to a private shareholder for a cash investment of $17,000. The shares
were issued without registration under the Securities Act of 1933, as amended, in reliance upon the exemption afforded by Section 4(2) of that
Act. No underwriters were involved.
 
On December 31, 2009, 2,676,777 shares of Common Stock were issued to Martin E. Schmieg, Chairman and Chief Executive Officer of the
Company, for a cash investment of $40,152. The shares were issued without registration under the Securities Act of 1933, as amended, in
reliance upon the exemption afforded by Section 4(2) of that Act. No underwriters were involved.
 
On January 4, 2010, 6,750,000 shares of Common Stock were issued to Marmel Communications, LLC, for investor and public relations
services. Marmel Communications, LLC contract covers the period of January 1, 2010 through June 30, 2011. The services contract was
valued at $175,500 based on the price of the Company’s Common Stock as of the date of grant was made to consulting expense. The shares
were issued without registration under the Securities Act of 1933, as amended, in reliance upon the exemption afforded by Section 4(2) of that
Act. No underwriters were involved.
 
NOTE 11 - PREFERRED STOCK
 
In December 2007, the Company issued 5,000 shares of Series E Preferred Stock to a single shareholder for cash of $500,000.
 
In April 2008, the Company issued an additional 5,000 shares of Series E Preferred Stock to the same shareholder for cash of $500,000.
 
From August 1, 2009 through October 31, 2009, the shareholder converted 5,000 shares of Series E Preferred Stock to 25,000,000 shares of
Common Stock.
 
Series E Preferred Stock has, among others, the following features:

● Series E Preferred Shares will not bear any dividends.
● Each share of Series E Preferred Stock is entitled to receive its share of assets distributable upon the liquidation, dissolution or

winding up of the affairs of the Company. The holders of the Series E Preferred Shares shall be entitled to receive in cash out of the
assets of the Company before any amount shall be paid to the holders of any capital stock of the Company of any class junior in
rank to the Series E Preferred Shares.

● Each share of Series E Preferred Stock is convertible, at the holder’s option, into shares of Common Stock, at the average Closing
Bid Price of the Company’s common stock for five (5) trading days prior to the Conversion Date.

● At every meeting of stockholders, every holder of Series E Preferred Stock is entitled to 50,000 votes for each share of Series E
Preferred Stock in his name, with the same and identical voting rights as a holder of a share of Common Stock.
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The average Closing Bid Price at January 31, 2010 was $0.03. Based on the Series E Preferred Stock provisions, if converted on January 31,
2010, the outstanding Series E Preferred Shares would have converted into 16,666,667 shares of the Company’s common stock.
 
NOTE 12 - COMMITTMENTS AND CONTINGENCIES
 
Legal
 
On June 11, 2009, Kurt Mussina, former Senior Vice President, Sales and Marketing for Freedom-2, Inc., instituted a lawsuit in the Superior
Court of New Jersey, captioned Mussina v. Freedom-2, Inc., et al., against, inter alia, Freedom-2, Inc., Freedom-2 Holdings, Inc. and Nuvilex
seeking payment of certain severance monies he argues are due to him under the terms of his previous agreements with Freedom2, Inc. and
Freedom2 Holdings, Inc. Mr. Mussina sought payment of approximately $175,000 he claimed was due under these agreements, along with
costs and fees associated with the lawsuit. On February 11, 2010, the parties entered into a mutual settlement agreement whereby Mr. Mussina
would be paid $135,000. Mr. Mussina is to be paid $130,000 on March 29, 2010. A balance of $5,000 will then remain unpaid. Other
Expenses as of January 31, 2010 include an expense of $89,170 in relation to this payment. The Company had previously recorded $45,830 in
related General and Administrative Expenses.
 
NOTE 13 - RELATED PARTY TRANSACTION
 
On February 11, 2009, the Company and Charlston Kentrist 41 Direct, Inc. (CK-41) restructured its Marketing Agreement (the “Restructured
Agreement”) surrounding purEffect™, a four-step acne treatment system. Under the terms of the Restructured Agreement, the Company will
transfer all of its rights to purEffect™ to CK-41 for four million two hundred-fifty thousand (4,250,000) shares of CK-41 common stock at the
price of $0.01 per share. CK-41 will also grant the Company a three year warrant to purchase an additional four million two hundred-fifty
thousand (4,250,000) shares of common stock at $6.00 per share. Additionally, the Company will receive a two percent (2%) royalty on
worldwide purEffect™ adjusted gross sales. The Restructured Agreement sets minimum royalty payments of one hundred-fifty thousand
($150,000) dollars paid on March 1, 2010 and two hundred-fifty thousand ($250,000) dollars payable on March 1, 2011.
 
NOTE 14 - SUBSEQUENT EVENTS
 
On February 16, 2010, the Company entered into a $1.125 million Sale Agreement for its Cherry Hill facility. The Sale Agreement establishes
a fair market value less than the book value for the Company’s building and building improvements. Generally accepted accounting
procedures require the Company to adjust the value of its fixed asset to fair market value. The Company has adjusted the value of it fixed
assets and recorded a loss for impairment of $1.208 million. The Sale Agreement is contingent on a “short sale” with Cornerstone Bank, the
first mortgage holder on the property.
 
On March 8, 2010, the Company announced that it had entered into a letter of intent granting Nuvilex, Inc., an exclusive sixty-day right to
define and structure a merger with Energy Innovation Group, LLC (“EIG”) on mutually acceptable terms and conditions. EIG’s mission is to
bring a broad array of technology, inclusive of the latest advances in traditional and emerging technologies and incentive opportunities to the
commercial and public sector marketplace to reduce energy consumption. Established in 2000, EIG is the developer of the Energy Grand
Buffet, which has integrated all the critical elements for the commercialization of energy efficiency. EIG is a privately held company.
 
The Company has reviewed its subsequent events through March 22, 2010 and no materials events other than those disclosed above were
found.
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ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS FOR THE NINE MONTHS ENDED JANUARY 31, 2010 AND 2009
 
The following discussion may contain forward-looking statements that involve risks and uncertainties. Our actual results could differ
materially from those discussed here. Factors that could cause or contribute to such differences include, but are not limited to, any factors
discussed in this section as well as factors described in “Part II, Item 1A – Risk Factors.”
 
SALES
 
Revenues from operations for the nine months ended January 31, 2010 were $213,267. Revenues from operations for the nine months ended
January 31, 2009 were $580,023. The decline in quarterly revenues is primarily attributable to the terminated Cinnergen™ retail contracts and
retail and wholesale pricing reductions for Cinnergen™ and Talsyn™ products. Newly initiated Company sales of private label inks to
Clementine Arts contributed $13,395 in revenues for the current quarter. The Company’s cost of sales was $139,163 for the nine months
ended January 31, 2010 compared to $166,469 for the nine months ended January 31, 2009.
 
RESEARCH AND DEVELOPMENT
 
During the nine months ended January 31, 2010, the Company incurred research and development expenses of $490,980 compared with
$14,252 during the nine months ended January 31, 2009. The Company’s research and development costs increased as the Company
continued to research and develop its new and existing products, including Cinnsational! (formerly Last Shot Hangover Remedy), Prevorex™,
the Company’s liquid dietary supplement, Cyclosurface3 Cosmetics and third party ink formulas, as well as to sponsor research programs for
Oraphtye™ at Louisiana State University and Citroxin™ at the University of Minnesota.
 
SELLING, GENERAL AND ADMINISTRATIVE EXPENSES
 
A summary of the Company’s selling, general and administrative costs is as follows:
 
During the nine months ended January 31, 2010, the Company incurred sales and marketing expenses of $299,517 compared to sales and
marketing expenses of $137,657 during the nine months ended January 31, 2009. The primary increase in marketing and sales costs is directly
related to the launch of Cinnsational! (formerly Last Shot Hangover Remedy™). On February 16, 2010, the Company entered into a
$1,125,000 Sale Agreement for its Cherry Hill facility. The Sale Agreement establishes a fair market value less than the book value for the
Company’s building and building improvements. Generally accepted accounting procedures require the Company to adjust the value of its
fixed asset to fair market value. The Company has adjusted the value of its fixed assets and recorded a loss for impairment of $1,208,564. The
Sale Agreement is contingent on a “short sale” with Cornerstone Bank, the first mortgage holder on the property. During the nine months
ended January 31, 2010, stock compensation was paid as certain consulting fees for outside directors, legal advisors and marketing
consultants. The Company incurred $846,755 in consulting fees for the nine months ended January 31, 2010 compared to $1,372,107 for the
nine months ended January 31, 2009.
 
General and administrative expenses decreased to $292,994 from $744,399 for the nine months ended January 31, 2010 as compared to the
prior year. The decrease is primarily attributable to decreases in personnel and related operating costs.
 
LIQUIDITY AND CAPITAL RESOURCES
 
As of January 31, 2010, the Company had a working capital deficit of $2,421,111.
 
By adjusting the Company’s operations, including a decrease in ongoing salary, benefits, facilities, research and development expenses, and
through bridge financing to be provided by existing shareholders, management believes it has sufficient capital resources to meet projected
cash flow deficits. Any failure by the Company to generate sufficient liquidity from operations or in raising sufficient capital resources on
terms acceptable to it would have a materially adverse effect on the Company’s business, results of operations, liquidity and financial
condition.
 
The Company’s independent certified public accountants have stated in their reports, which are included as part of the Company’s audited
financial statements for the fiscal years ended April 30, 2009 and 2008, respectively, that the Company has suffered recurring losses from
operations, which raises substantial doubt about the Company’s ability to continue as a going concern.
 
We have no off-balance sheet arrangements, special purpose entities, financing partnerships or guarantees.
 
ITEM 3. QUANTITATIVE AND QUALITIVE DISCLOSURES ABOUT MARKET RISK
 
Not applicable.

 
 



 
ITEM 4T. CONTROLS AND PROCEDURES
 
Evaluation of Disclosure Controls and Procedures
 
The Company maintains disclosure controls and procedures (as defined in Rules 13a-15(e) and 15d-15(e) of the Securities Exchange Act of
1934, as amended (the “Exchange Act”)) that are designed to be effective in providing reasonable assurance that information required to be
disclosed in the Company’s reports under the Exchange Act is recorded, processed, summarized and reported within the time periods specified
in the rules and forms of the Securities and Exchange Commission (“SEC”), and that such information is accumulated and communicated to
the Company’s management to allow timely decisions regarding required disclosure.

In designing and evaluating disclosure controls and procedures, management recognizes that any controls and procedures, no matter how well
designed and operated, can provide only reasonable, not absolute assurance of achieving the desired objectives. Also, the design of a control
system must reflect the fact that there are resource constraints and the benefits of controls must be considered relative to their costs. Because
of the inherent limitations in all control systems, no evaluation of controls can provide absolute assurance that all control issues and instances
of fraud, if any, 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 error or mistake. The design of any system of controls is based, in part, upon certain assumptions
about the likelihood of future events and there can be no assurance that any design will succeed in achieving its stated goals under all potential
future conditions.

As of the end of the period covered by this report, the Company conducted an evaluation, under the supervision and with the participation of
its principal executive officer and principal financial officer, of the Company’s disclosure controls and procedures. Based on their evaluation,
the principal executive officer and principal financial officer concluded that the Company’s disclosure controls and procedures need
improvement and were not adequately effective as of January 31, 2010 to cause the information required to be disclosed in reports that the
Company files or submits under the Exchange Act to be recorded, processed, summarized and reported within the time periods prescribed by
the SEC, and that such information is accumulated and communicated to management, including the principal executive officer and principal
financial officer, as appropriate, to ensure timely decisions regarding required disclosure. Management is in the process of identifying
deficiencies with respect to the Company’s disclosure controls and procedures and implementing corrective measures.
 
Changes in Internal Control over Financial Reporting
 
There was no change in the Company’s internal control over financial reporting identified in connection with the requisite evaluation that
occurred during the last fiscal quarter that has materially affected, or is reasonably likely to materially affect, the Company’s internal control
over financial reporting.
 

PART II - OTHER INFORMATION
 
ITEM 1. LEGAL PROCEEDINGS.
 
On June 11, 2009, Kurt Mussina, former Senior Vice President, Sales and Marketing for Freedom-2, Inc., instituted a lawsuit in the Superior
Court of New Jersey, captioned Mussina v. Freedom-2, Inc., et al., against, inter alia, Freedom-2, Inc., Freedom-2 Holdings, Inc. and Nuvilex,
seeking payment of certain severance monies he argues are due to him under the terms of his previous agreements with Freedom2, Inc. and
Freedom2 Holdings, Inc. Mr. Mussina sought payment of approximately $175,000 he claimed was due under these agreements, along with
costs and fees associated with the lawsuit. On February 11, 2010, the parties entered into a mutual settlement agreement whereby Mr. Mussina
would be paid $135,000. Mr. Mussina is to be paid $130,000 on March 29, 2010. A balance of $5,000 will then remain unpaid. Other
Expenses as of January 31, 2010 include an expense of $89,170 in relation to this payment. The Company had previously recorded $45,830 in
related General and Administrative Expenses.
 
From time to time, the Company may be involved in lawsuits, claims, investigations, and proceedings, consisting of intellectual property,
commercial, employment, and other matters that arise in the ordinary course of business.
 
 

 



 
ITEM 1A. RISK FACTORS
 
In evaluating the business of the Company and making investment decisions, you should carefully consider  the risks described below, which
may affect future results, together with all of the other information included or incorporated by reference in this Form 10-Q, the Company’s
Annual Report on Form 10-K for the twelve months ended April, 30, 2009 and the other filings of the Company made from time to time with
the Securities and Exchange Commission. The risks and uncertainties described below are those that the Company currently believes may
materially affect its business, results of operations, financial condition, cash flow, future prospects, ability to pay liabilities and trading price
of the Company’s shares of common stock. The below description includes any material changes to and supersedes the description of risk
factors associated with the business previously disclosed in “Part II, Item 1A – Risk Factors” of the Company’s Annual Report on form 10K
for the twelve months ended April 30, 2009. Additional risks and uncertainties that Nuvilex is unaware of or that it currently deems
immaterial also may become important factors that affect its business, result of operations, financial condition, cash flow, future prospects,
ability to pay liabilities and trading price of the Company’s shares of common stock. Nuvilex’s common shares involve a high degree of risk
and should be purchased only by investors who can afford a loss of their entire investment. Prospective investors should carefully consider the
following risk factors concerning the Company’s business before making an investment.
 
Doubt Regarding Ability to Continue as a Going Concern 
 
Nuvilex’ financial statements have been presented on the basis that it is and will remain a going concern, which contemplates the realization
of assets and the satisfaction of liabilities in the normal course of business. The Company had minimal revenues and incurred net operating
losses for the period October 1999 (inception) to January 31, 2010. As the Company’s independent auditors have concluded, these factors
create an uncertainty about Nuvilex’ ability to continue as a going concern. The ability of the Company to continue as a going concern is
dependent, among other factors, on its success in marketing its products, containing costs, establishing a credit facility, and/or raising
additional equity capital. The financial statements of Nuvilex do not include any adjustments that might be necessary if the Company is unable
to continue as a going concern.
 
Early Revenue Stage Company:  Generation of Revenues
 
Nuvilex is an early revenue stage company and an investor cannot reasonably determine if the Company will ever be profitable. Nuvilex is
likely to continue to experience financial difficulties during its early revenue stage and beyond. The Company may be unable to operate
profitably, even if it generates additional revenues. Nuvilex may not obtain the necessary working capital to continue developing and
marketing its products. Furthermore, Nuvilex’ products may not receive sufficient interest to generate revenues or achieve profitability.
 
Need for Future Capital: Long-Term Viability of Company
 
Nuvilex will need additional capital to continue its operations.
 
There can be no assurance that the Company will generate revenues from operations or obtain sufficient capital on acceptable terms, if at
all.  Failure to obtain such capital or generate such operating revenues would have an adverse impact on the Company’s financial position,
operations and ability to continue as a going concern. Nuvilex’ operating and capital requirements during the next fiscal year and thereafter
will vary based on a number of factors, including the level of sales and marketing activities for its services and products. There can be no
assurance that additional private or public financing, including debt or equity financing, will be available as needed or if available, on terms
favorable to the Company. Any additional equity financing may be dilutive to stockholders and such additional equity securities may have
rights, preferences, or privileges that are senior to those of Nuvilex’ existing common stock.
 
Furthermore, debt financing, if available, will require payment of interest and may involve restrictive covenants that could impose limitations
on the flexibility of the Company to operate. Nuvilex’ failure to successfully obtain additional funding may jeopardize its ability to continue
the business and its operations.
 
If the Company raises additional funds by issuing equity securities, existing stockholders may experience a dilution in their ownership. In
addition, as a condition to giving additional funds to the Company, future investors may demand, and be granted, rights superior to those of
existing shareholders. 
 
 

 



 
Unpredictability of Future Revenues:  Potential Fluctuations in Operating Results 
 
The Company is currently unable to accurately forecast its revenues. Typically, current and future expense levels are based largely on
marketing and development plans and estimates of future revenues. Sales and operating results will generally depend on the volume and
timing of orders and on the Company’s ability to fulfill such orders, both of which are difficult to forecast at this stage. Nuvilex may be unable
to adjust spending in a timely manner to compensate for any unexpected revenue shortfall. Accordingly, any significant shortfall in revenues
in relation to planned expenditures could have an immediate adverse effect on the Company’s business, prospects, financial condition and
results of operations. Further, as a strategic response to changes in the competitive environment, Nuvilex may from time to time make certain
pricing, service or marketing decisions that could have a materially adverse effect on its business, prospects, financial condition and results of
operations.
 
Nuvilex may experience significant fluctuations in future operating results due to a variety of factors, many of which are outside the
Company’s control.  Factors that may affect operating results include:  (i) the ability to obtain and retain customers, attract new customers at a
steady rate and maintain customer satisfaction with products, (ii) the announcement or introduction of new services by Nuvilex or its
competitors, (iii) price competition, (iv) the level of use and consumer acceptance of its products, (v) the amount and timing of operating costs
and capital expenditures relating to expansion of the business, operations and infrastructure, (vi) governmental regulations, and (vii) general
economic conditions.
 
Flaws and Defects in Products
 
Products offered by Nuvilex may contain undetected flaws or defects when first introduced or as new versions are released. Any inaccuracy or
defects may result in adverse product reviews and a loss or delay in market acceptance. There can be no assurance that flaws or defects will
not be found in Nuvilex products. Flaws and defects, if found, could have a materially adverse effect upon the business operations and
financial condition of the Company. Marketing of any of the Company’s potential products may expose the Company to liability claims
resulting from the use of the Company’s products. These claims might be made by consumers, health care providers, sellers of the Company’s
products or others. A claim, particularly resulting from a clinical trial, or a product recall could harm the Company’s business, results of
operations, financial condition, cash flow and future prospects.
 
Stock Price Volatility
 
The market price of the Company’s stock has fluctuated significantly in the past and may continue to fluctuate in the future.  The Company
believes that such fluctuations will continue as a result of many factors, including financing plans, future announcements concerning the
Company, the Company’s competitors or principal customers regarding financial results or expectations, industry supply or demand
dynamics, new product introductions, governmental regulations, the commencement or results of litigation or changes in earnings estimates by
analysts.  In addition, in recent years the stock market has experienced significant price and volume fluctuations often for reasons outside the
control of the particular companies. These fluctuations as well as general economic, political and market conditions may have an adverse
affect on the market price of the Company’s common stock.
 
Worldwide Economic Conditions
 
The Company’s financial performance is significantly affected by worldwide economic conditions and the related impact on levels of
consumer spending, which has recently deteriorated significantly in many countries and regions, including the U.S., and may remain depressed
for the foreseeable future. Demand for the Company’s products is adversely affected by negative macroeconomic factors affecting consumer
spending. The severe tightening of consumer credit, low level of consumer liquidity, and extreme volatility in credit and equity markets have
weakened consumer confidence and decreased consumer spending. These and other economic factors have reduced demand for the
Company’s products and harmed the Company’s business, financial condition and results of operations, and to the extent such economic
conditions continue, they could cause further harm to the Company’s business, financial condition and results of operations.
 
Dependence on Sales through Retailers and Distributors
 
The Company’s business depends significantly upon sales through retailers and distributors, and if the Company’s retailers and distributors are
not successful, the Company could experience reduced sales, substantial product returns or increased price protection, any of which would
negatively impact the Company’s business, financial condition and results of operations.  A significant portion of the Company’s sales are
made through retailers, either directly or through distributors.  If the Company’s retailers and distributors are not successful due to weak
consumer retail demand caused by the current worldwide economic downturn, decline in consumer confidence, or other factors, the Company
could continue to experience reduced sales as well as substantial product returns or price protection claims, which would harm the Company’s
business, financial condition and results of operations.  
 
 

 



 
Limited Senior Management Personnel:  Management of Potential Growth; New Management Team 
 
Under Nuvilex’ business plan, it intends to rapidly and significantly expand its operations to address potential growth in its customer base and
market opportunities. This expansion is expected to place a significant strain on the Company’s management, operations and financial
resources.
 
To manage the expected growth of its operations and personnel, the Company may be required to implement new, transaction processing,
operating and financial systems, procedures and controls, and to expand, train and manage a growing employee base. Nuvilex may also deem
it prudent to expand its finance, administrative and operations staff.
 
There can be no assurance that Nuvilex’ planned personnel, systems, procedures and controls will be adequate to support its future operations,
that management will be able to hire, train, retain, motivate and manage personnel or that management will be able to successfully identify,
manage and exploit existing and potential market opportunities. If Nuvilex is unable to manage growth effectively, the Company’s business,
prospects, financial condition, results and operations could be materially adversely affected.
 
Competition
 
The market in which Nuvilex competes is highly competitive, and the Company has no assurance that it will be able to compete effectively,
especially against established industry competitors with significantly greater financial resources. The Company expects to face competition
from a few competitors with significantly greater financial resources, well-established brand names and large, existing customer bases.
Nuvilex expects the level of competition to intensify in the future.
 
Dependence on Management
 
Nuvilex’ performance will be substantially dependent on the continued services and on the performance of the current senior management and
other key personnel of the Company. Nuvilex’ performance will also depend on the Company’s ability to retain and motivate its other officers
and key employees. The loss of Nuvilex’ chief executive officer or other key employees could have a materially adverse effect on the
Company’s business, prospects, financial condition and results of operations. Nuvilex’ future success will depend on its ability to identify,
attract, hire, train, retain and motivate other highly skilled technical, managerial, merchandising, marketing and customer service personnel.
 Competition for such personnel is intense and there can be no assurance that Nuvilex will be able to successfully attract, assimilate and retain
sufficiently qualified personnel. The failure to retain and attract the necessary technical and managerial personnel could have a materially
adverse effect on the Company’s business, prospects, financial condition and results of operations. 
 
Nuvilex’ success will be dependent, in large part, on the services of Martin Schmieg, the Company’s Chairman and Chief Executive Officer.
The loss of Nuvilex’ chief executive officer or other key employees could have a materially adverse effect on Company’s business, prospects,
financial condition and results of operations. Nuvilex does not maintain “key-man” life insurance policies on the lives of its officers to
compensate the Company in the event of their deaths. Nuvilex currently does not have an employment agreement with Mr. Schmieg.   
 
Management of the Company will make decisions regarding the operations and marketing of the Company and its products, any future
expansion of Nuvilex and the selection of additional lines of business to enter, and will ordinarily not be required to put such matters to a
shareholder vote under applicable law.  No person should become a shareholder in the company unless that person is willing to entrust all such
investment and operational decisions to management. 
 
Development of Brand Awareness 
 
For certain market segments that Nuvilex plans to pursue, the development of its brand awareness is essential for it to reduce its marketing
expenditures over time and realize greater benefits from marketing expenditures.  If the Company’s brand-marketing efforts are unsuccessful,
growth prospects, financial condition and results of operations would be materially adversely affected. Nuvilex’ brand awareness efforts have
required, and will continue to require, incurrence of significant expenses.
 
Intellectual Property Protection:  Uncertainty of Protection of Proprietary Rights
 
Nuvilex currently relies on a combination of patents, trademarks, trade secret protection, non-disclosure agreements and licensing
arrangements to establish and protect its proprietary rights. Despite efforts to safeguard and maintain Nuvilex’ proprietary rights, there can be
no assurance that the Company will be successful in doing so or that its competitors will not independently develop products that are
substantially equivalent or superior to Nuvilex’ products.
 
 

 



 
Nuvilex also relies on trade secrets and proprietary know-how, which the Company seeks to protect by confidentiality and non-disclosure
agreements with its employees, consultants, and third parties.  There can be no assurance that these agreements will not be breached, that the
Company will have adequate remedies for any breach, or that certain of Nuvilex’ trade secrets and proprietary know-how will not otherwise
become known or be discovered by competitors.
 
Litigation may become necessary to enforce Nuvilex’ intellectual property rights, to protect trade secrets, to determine the validity or scope of
the proprietary rights of others, or to defend against claims of infringement or invalidity. Such litigation, whether successful or unsuccessful,
could result in substantial costs and diversions of management resources, either of which could have a materially adverse effect on Nuvilex’
business, prospects, financial condition, or operating results.
 
Availability and Coverage of Insurance
 
For certain risks, the Company does not maintain insurance coverage because of cost and/or availability. Because the Company retains some
portion of its insurable risks, and in some cases self-insures completely, unforeseen or catastrophic losses in excess of insured limits could
have a materially adverse effect on the Company’s financial condition and operating results.
 
Federal, State, Local and Foreign Laws and Regulations
 
The Company’s past research, product development and manufacturing activities have involved the controlled use of hazardous materials, and
the Company may incur significant costs as a result of the need to comply with numerous laws and regulations. The Company is subject to
laws and regulations enforced by the FDA, the DEA, the CDHS, foreign health authorities and other regulatory statutes including the
Occupational Safety and Health Act, the Environmental Protection Act, the Toxic Substances Control Act, the Food, Drug and Cosmetic Act,
the Resource Conservation and Recovery Act, and other current and potential federal, state, local and foreign laws and regulations governing
the use, manufacture, storage, handling and disposal of the Company’s products, materials used to develop the Company’s products, and
resulting waste products.
 
Penny Stock Regulation
 
The Company’s securities may be subject to “penny stock rules” that impose additional sales requirements on broker-dealers who sell such
securities to persons other than established customers and accredited investors (generally those with assets in excess of $1,000,000 or annual
income exceeding $200,000 or $300,000 together with their spouse). For transactions covered by these rules, the broker-dealer must make a
special suitability determination for the purchase of such securities and have received the purchaser’s written consent to the transaction prior
to the purchase.  Additionally, for any transaction involving a penny stock, unless exempt, the “penny stock rules” require the delivery, prior
to the transaction, of a disclosure schedule prescribed by the Securities and Exchange Commission relating to the penny stock market. The
broker-dealer also must disclose the commissions payable to both the broker-dealer and the registered representative and current quotations for
the securities. Finally, monthly statements must be sent disclosing recent price information on the limited market in penny stocks.
Consequently, the “penny stock rules” may restrict the ability of broker-dealers to sell the Company’s securities. The foregoing required
penny stock restrictions will not apply to the Company’s common stock if such securities maintain a market price of $5.00 or greater. The
market price of the Company’s common stock may not reach or remain at such a level.
 
Nuvilex anticipates that it will expend significant financial and management resources in its efforts to comply with the internal control
attestation provisions of Section 404 of the Sarbanes-Oxley Act of 2002 for the fiscal year ending April 30, 2010.
 
Section 404 of the Sarbanes-Oxley Act of 2002, and the rules and regulations promulgated thereunder, require Nuvilex to have management
attest to the adequacy of its internal controls in the Company’s annual report on Form 10-K for the year ending April 30, 2010. The
Company’s internal controls did not meet such requirements on April 30, 2009 or January 31, 2010 and the Company will be required to make
substantial changes to its internal controls in order for management to be able to make the required attestations by the end of the fiscal year
ending April 30, 2010. Larger public companies that are currently required to comply with Section 404 have incurred significant monetary and
other expenses from diversion of management time and attention, the acquisition of new computer software, the employment of additional
personnel and training and third party internal controls consultants.  In light of Nuvilex’ current capital position, the Company anticipates that
it will be time-consuming, costly and difficult for it to develop and implement the internal controls necessary for management to make the
required attestations. Nuvilex may need to hire additional financial reporting and internal controls personnel, acquire software and retain a
third party consultant during 2010. Management inability to attest that the Company’s internal controls are effective as of April 30, 2009 may
adversely affect the price of Nuvilex common stock.
 
ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS.
 
On December 1, 2009, 1,250,000 shares of Common Stock were issued to each of Marylew Barnes, Senior Vice President and Chief Financial
Officer of the Company, Robert Bowker, President of Knock-Out Technologies, Ltd., Dr. Richard Goldfarb, President of MedElite, Inc. and
Mr. Tim Matula for directors fees. A charge of $140,500 was made to consulting expense. The shares were issued without registration under
the Securities Act of1933, as amended, in reliance upon the exemption afforded by Section 4(2) of that Act. No underwriters were involved.
 
 

 



 
On December 4, 2009, 1,250,000 shares of Common Stock were issued to a private shareholder for a cash investment of $25,000. The shares
were issued without registration under the Securities Act of1933, as amended, in reliance upon the exemption afforded by Section 4(2) of that
Act. No underwriters were involved.
 
On December 31, 2009, 2,521,375 shares of Common Stock were issued to a private shareholder for a cash investment of $50,000. The shares
were issued without registration under the Securities Act of1933, as amended, in reliance upon the exemption afforded by Section 4(2) of that
Act. No underwriters were involved.
 
On December 31, 2009, 1,133,333 shares of Common Stock were issued to a private shareholder for a cash investment of $17,000. The shares
were issued without registration under the Securities Act of1933, as amended, in reliance upon the exemption afforded by Section 4(2) of that
Act. No underwriters were involved.
 
On December 31, 2009, 2,676,777 shares of Common Stock were issued to Martin E. Schmieg, Chairman and Chief Executive Officer of the
Company, for a cash investment of $40,152. The shares were issued without registration under the Securities Act of1933, as amended, in
reliance upon the exemption afforded by Section 4(2) of that Act. No underwriters were involved.
 
On January 4, 2010, 6,750,000 shares of Common Stock were issued to Marmel Communications, LLC, for investor and public relations
services. Marmel Communications, LLC contract covers the period of January 1, 2010 through June 30, 2011. The services contract was
valued at $175,500 and will be amortized from prepaid expenses over 18 months. The shares were issued without registration under the
Securities Act of1933, as amended, in reliance upon the exemption afforded by Section 4(2) of that Act. No underwriters were involved.
 
The Company issued the above securities in reliance on the safe harbor and exemption from registration provided under Section 4(2) of the
Securities Act of 1933, as amended. No advertising or general solicitation was employed in offering the securities. The offerings and sales or
issuances were made to a limited number of persons and transfer was restricted by the Company in accordance with the requirements of
applicable law. In addition to representations by the above referenced persons, the Company has made independent determinations that
investors were accredited or sophisticated, that they were capable of analyzing the merits and risks of their investment and that they
understood the speculative nature of their investment. Furthermore, the investors were provided with access to the Company’s filings with the
SEC.

ITEM 3. DEFAULTS UPON SENIOR SECURITIES. None.
 
ITEM 5. OTHER INFORMATION. None.

 
 



 
ITEM 6. EXHIBITS.
 
Except as so indicated in Exhibits 32.1 and 32.2, the following exhibits are filed as part of, or incorporated by reference, this Quarterly Report
on Form 10-Q.
 
Exhibit No.

  
Description

  
Location

2.1  Asset Purchase Agreement, dated August 24, 2005, between
the Company and Mark Taggatz.

 Incorporated by reference from the Company’s
Current Report on Form 8-K filed with the SEC on
August 30, 2005.

     
2.2  Share Purchase Agreement, dated August 31, 2005, between

the Company and Dr. Richard Goldfarb.
 Incorporated by reference from the Company’s

Current Report on Form 8-K filed with the SEC on
September 7, 2005.

     
2.3  Addendum to Share Purchase Agreement, dated August 31,

2005, between the Company and Dr. Richard Goldfarb.
 Incorporated by reference from the Company’s

Current Report on Form 8-K filed with the SEC on
September 7, 2005.

     
2.4  Share Exchange Agreement, dated January 12, 2009, between

the Company and Freedom2 Holdings, Inc.
 Incorporated by reference from the Company’s

Current Report on Form 10-K filed with the SEC on
August 13, 2009.

     
3.1  Articles of Incorporation of DJH International, Inc. dated

October 25, 1996.
 Incorporated by reference from the Company’s

Registration Statement on Form SB-2 (File No. 333-
68008) filed with the SEC on August 20, 2001.

     
3.2  Certificate of Amendment of Articles of Incorporation of DJH

International, Inc. dated October 20, 2000.
 Incorporated by reference from the Company’s

Registration Statement on Form SB-2 (File No. 333-
68008) filed with the SEC on August 20, 2001.

     
3.3  Certificate of Amendment of Articles of Incorporation dated

November 14, 2003.
 Incorporated by reference from the Company’s

Registration Statement on Form.
     
3.4  Certificate of Amendment of Articles of Incorporation dated

June 30, 2008.
 Incorporated by reference from the Company’s

Registration Statement on Form
     
3.5  Certificate of Amendment of Articles of Incorporation dated

January 22, 2009.
 Incorporated by reference from the Company’s

Current Report on Form 8-K filed with the SEC on
March 26, 2009.

     
3.6  Corporate Bylaws.  Incorporated by reference from the Company’s

Registration Statement on Form SB-2 (File No. 333-
68008) filed with the SEC on August 20, 2001.

     
3.7  Certificate of Designations, Preferences and Rights of Series E

Convertible Preferred Stock dated December 20, 2007.
 Incorporated by reference from the Company’s

Current Report on Form 10-K filed with the SEC on
August 13, 2009.

     
3.8  Certificate of Designations, Preferences and Rights of Series E

Convertible Preferred Stock, dated April 29, 2008.
 Incorporated by reference from the Company’s

Current Report on Form 10-K filed with the SEC on
August 13, 2009.

     
4.1  Reference is made to Exhibits 3.1, 3.2 and 3.3.   
     
4.2  Form of Common Stock Certificate.  Incorporated by reference from the Company’s

Registration Statement on Form SB-2 (File No. 333-
68008) filed with the SEC on August 20, 2001.

     
10.1  Real Estate Asset Sale Agreement, dated February 16, 2010,

between the Company and Kol Marble and Granite
 Filed herewith.

 
 

 



 
     
31.1  Certification of Chief Executive Officer pursuant to Rules

13a-14(a) and 15d-14(a) promulgated under Sarbanes-Oxley
Act of 1934, as amended.

 Filed herewith.

     
31.2  Certification of Chief Financial Officer pursuant to Rules 13a-

14(a) and 15d-14(a) promulgated under Sarbanes-Oxley Act of
1934, as amended.

 Filed herewith.

     
32.1  Certification of Chief Executive Officer pursuant to 18 U.S.C.

Section 1350, as adopted pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002*.

 Furnished herewith.

     
32.2  Certification of Chief Financial Officer pursuant to 18 U.S.C.

Section 1350, as adopted pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002*.

 Furnished herewith.

 
*Exhibits 32.1 and 32.2 are being furnished and shall not be deemed to be “filed” for purposes of Section 18 of the Securities Exchange Act of
1934, as amended, or otherwise subject to the liability of that section, nor shall such exhibits be deemed to be incorporated by reference in any
registration statement or other document filed under the Securities Act of 1933, as amended, or the Securities Exchange Act, except as
otherwise stated in such filing.
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 



 
SIGNATURES

 
Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its

behalf by the undersigned, thereunto duly authorized.
 

                      NUVILEX, INC.

 
By: /s/ Martin Schmieg
        Martin Schmieg, Director, President and Chief Executive Officer
       (Principal Executive Officer On behalf of the Registrant)

 
Date: March 22, 2010

 
Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons on

behalf of the registrant and in the capacities and on the dates indicated.

March 22, 2010 By: /s/ Martin Schmieg
Martin Schmieg, Chairman of the Board of Directors and Principal Executive Officer

  
March 22, 2010 By: /s/ Marylew Barnes

Marylew Barnes, Director, Secretary and Principal Financial Officer
  
March 22, 2010 By: /s/ Robert Bowker

Robert Bowker, Director
  
March 22, 2010 By: /s/ Richard Goldfarb

Richard Goldfarb, M.D., FACS, Director
  
March 22, 2010 By: /s/ Timothy Matula

Timothy Matula, Director
  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



EXHIBIT 10.1

REAL ESTATE SALE AGREEMENT

 
THIS AGREEMENT, dated the 16th day of February 2010, is by and between Freedom2, Inc., whose address is 1971 Old Cuthbert

Road, Cherry Hill, New Jersey, (hereinafter referred to as "Seller") and Kol Marble and Granite whose address 3 Larwin Road, Cherry Hill,
New Jersey (hereinafter referred to as "Buyer").
 

 RECITALS:
 
A.           Seller is the owner of the real estate located at 1971 Old Cuthbert Road, Township of Cherry Hill, County of Camden and State of
New Jersey, designated as Lot 7, Block 466.01, on the tax map of Cherry Hill Township, and described in the attached Exhibit A hereinafter
referred to as the “Property.”
 
B.           Seller desires to sell and convey and Buyer desires to purchase and receive the Property all upon the terms and conditions hereinafter
set forth. NOW THEREFORE, in consideration of the recitals and mutual covenants contained herein, the parties, intending to be legally
bound, agree as follows:
 
1.           SALE AND PURCHASE OF PROPERTY 
 
A.           Upon the terms and subject to all of the conditions contained herein, and the performance by each of the parties hereof of their
respective obligations hereunder, Seller agrees to sell, convey, transfer and assign to Buyer, and Buyer agrees to purchase from Seller, all of
the Seller’s right, title and interest in and to the Property; including the existing structures and improvements.
 
B.           The Property includes the contents and fixtures of the Property, but excludes Seller’s trade fixtures.
 
                2.           PURCHASE PRICE  The price for the Property is One million one hundred fifty thousand dollars ($1,150,00.00).
 

A.           The purchase price shall be paid as follows: 
 
i.           Upon execution of this Agreement, a deposit of  $57,500.00 to be held in escrow in a non interest bearing escrow account by a title
company, which will be identified by the Seller. 
 
ii.           The balance of the purchase price ($1,092,500.00) in cash, certified check, or other immediately available funds at the time of final
settlement. 
 
B.           The deposit monies will be held in a non-interest account until Closing or until otherwise provided in this Agreement.  The escrow
agent shall not be required to resolve any dispute which may arise between Buyer and Seller concerning the deposit monies.  Escrow Agent
shall require written consent from Buyer and Seller before paying out the deposit monies.  In the event of a dispute, Escrow Agent shall retain
the deposit monies until it receives a court order authorizing its distribution. 
 
3.           MORTGAGE FINANCING CONTINGENCY/SUFFICIENT
ASSETS.                                                                                                        
 
            Buyer's obligation to purchase under this agreement is contingent upon Buyer obtaining a written commitment for ninety-five (95%)
percent financing from any reputable commercial lender, to make a first mortgage loan on the Property.  The Buyer shall promptly apply for
this loan and make a good faith effort to obtain it.  The Buyer must receive the written commitment by April 5, 2010.  The terms of the
commitment must be at least as favorable to the Buyer as the following: 
 

-Principal amount of mortgage loan.....................95%.
 

-Annual interest rate.............................................Prevailing  %
 

-Length of mortgage.............................................30 years with monthly payments based on 30 year amortization schedule
 

-"Points" if any to be paid:  by Buyer................ANY/ALL
 

         by Seller..........NONE
 
 

 



 
 

The Seller and the Buyer may later agree to extend the date for obtaining the commitment.  The Buyer may accept a commitment on
less favorable terms or agree to buy the Property without this mortgage loan.  If none of these events occurs and the Buyer does not receive the
written commitment by the above date, either party may cancel this Contract or the buyer may waive this Mortgage Contingency clause and
continue with all other terms of this Contract. 
 
             The purchase of the captioned property is not contingent upon the sale of any other property.
 
4.           SHORT SALE CONTINGENCY.  This Agreement and Seller’s obligations hereunder are contingent upon Seller obtaining approval
for a “Short Sale” from its lender and other lienholders and being fully released and discharged from liability for any such liens, encumbrances
and underlying loan or other documents of obligation.  See the Short Sale Addendum, attached hereto and incorporated herein by this
reference.
 
5.           TIME AND PLACE OF CLOSING.  Settlement will be made on or about April 20th, at the offices of Buyer's Attorney/Title
Agency/Realtor, whichever location is deemed mutually convenient at the time of closing by the parties.  Seller and Buyer agree that all
times for performance of this Contract are OF THE ESSENCE.  This means that the Seller and Buyer must perform what is required of
them within the time limits set by this Contract, or be in default.  It is recognized however, any extensions of time may be granted in writing
by mutual consent of the parties.      
 
6.           REAL ESTATE COMMISSION.                                                                 
 
Each party warrants to the other that, to their knowledge, no real estate or other brokers commissions are payable as a result of this transaction
except that the Seller has engaged the services of Binswanger of Pennsylvania, Inc  and the seller will be fully responsible for any and all costs
associated with their services .   
 
7.           TITLE.
 
Seller warrants that it is the sole owner of the Property and no one has any other rights therein.  The title of the Property to be transferred by
Seller shall be good and marketable title and insurable at regular rates by a reputable title insurance company authorized to do business in the
State of New Jersey.  Title to the Property shall be free and clear of all monetary liens and encumbrances. 
 
          Title shall be conveyed by way of bargain and sale deed with covenants against grantor’s acts, which deed shall be prepared at the
expense of Seller.  Seller shall also supply an affidavit of title and such other documentation as is reasonably required by Buyer’s title
insurance company to insure title.
 
Seller warrants that all building or other improvement on the Property are within its boundary lines and that no improvements on adjoin
properties extend across the boundary lines of the Property.  The title shall be subject to all restrictions, easements and other matters of record.
Within five (5) days of the date of their receipt of a fully executed copy of this Agreement, Buyer shall, at its expense, make application for a
title commitment for the Property.  Any objection of title shall be promptly communicated to Seller, who shall remove same as a condition to
Closing.  Buyer shall also have the right, at its expense, to cause a survey to be made of the Property.  
 
Except as otherwise permitted by the Short Sale Addendum, Seller agrees that, so long as this Agreement is in effect, Seller shall not
mortgage, assign, rent, lease, convey, or grant a security interest in, contract to sell or otherwise encumber or dispose of all or any part of the
Property without the written consent of Buyer, which consent shall not be unreasonably withheld. 
 
In the event that such title cannot be delivered by Seller as above stated and Buyer is unwilling to accept such title as Seller can deliver, then
at Buyer’s option Buyer may, by notice to Seller, given with ten (10) days after notice from Seller that Seller is unable to convey such title,
either: (i) accept such title which Seller is able to deliver without any claim for reduction of the purchase price; or (ii) be excused from their
obligation to purchase the Property, in which case the deposit monies shall be returned to Buyer and the parties shall have no further liability
or obligation to each other hereunder. 
 
8.           ADJUSTMENTS AND INCIDENTAL COSTS.  
 
A.           Taxes, water, sever and other customary adjustments or charges shall be apportioned between Buyer and Seller as of the date of
Closing.  All tax adjustments shall be the basis of fiscal year used by the taxing authority. 
 

 



 
B.           Seller shall pay for any conveyancing fees, including preparation of Deed, Sellers Affidavit of Title, real estate transfer taxes
assessed upon this transaction, lien discharge fees and release of mortgage. 
 
C.           Buyer shall pay for the cost of title insurance premiums. 
 
D.           Each party shall pay their own counsel fees. 
 
E.           The parties shall evenly divide the title company attendance fee, if any. 
 
F.           Seller shall deliver such affidavits of title as are reasonably required by Buyer’s title insurance company. 
 
  9.           STRICT PERFORMANCE.  The failure of the Buyer or Seller to insist upon strict performance of any of the covenants or
conditions of this Agreement shall not be construed as a waiver or relinquishment for the future of any such covenants or conditions, but the
same shall be and remain in full force and effect.
 
                10.           POSSESSION.  Seller shall give Buyer possession of the Property, free of all leases, tenancy obligations and claims of
right of possession at the time of Closing of title, with the exception of the following:
 
                11.           ASSIGNMENT AND DESIGNATION OF NOMINEE.  This Agreement shall bind the parties hereto and inure to the
benefit of the legal representatives, successors and assigns of the respective parties hereto.  This Agreement may not be assigned by any party
without the written consent of the other party. 
 

12.           ENTIRE AGREEMENT.   This Agreement contains the complete agreement between Seller and Buyer, and there are no
other terms, obligations, covenants, representations, statements or conditions, oral or otherwise, of any kind whatsoever, concerning this
sale.  This Agreement shall not be altered, amended, changed or modified except in writing executed by both Seller and Buyer. 
 
13.           MODIFICATION.   This Agreement may not be modified, altered, amended or changed except by an instrument in writing, duly and
validly executed by parties hereto. 
 
14.           SEVERABILITY.   The invalidity or unenforceability of any provision hereof shall in no way affect the validity or enforceability or
any other provision. 
 
15.           CONSTRUCTION.   This Agreement was made and executed in the State of New Jersey, and shall be governed by and construed
according to the laws of the State of New Jersey.  The parties hereto expressly consent to the exclusive jurisdiction of the Superior Court of
New Jersey, Camden County, with regard to any matter relating to the construction, enforcement or termination of this Agreement. 
 
16.           NOTICES.   All notices to be given by either party to the other shall be in writing, shall be served either in person, by fax, express
mail carrier or by depositing such notice in the United States mails, certified or regular, properly addressed and directed to the party at the
addresses listed above. 
 
17.           AS-IS CONDITION OF PROPERTY AT TIME OF CONTRACT AND CLOSING.  Except as may be otherwise noted herein, the
Property is being sold “As-Is,” in its current condition, Seller agrees to maintain the Property and the grounds until Closing and shall deliver
the Property on the date of Closing free of debris and in broom clean condition.  Buyer shall have the right to inspect the Property immediately
prior to Closing to insure the condition of the Property is as agreed.  Seller represents to Buyer that the Property is serviced by public water
and sewer.
 

A warranty is a promise.  Seller warrants that the plumbing, electrical, and heating systems together with all equipment servicing
those systems, central air conditioning, if existing, and all appliances, at the time of settlement, are functioning as well as can be expected
(without being deficient) for a commercial system item or appliance of its age.  Buyer shall have the right to inspect the property immediately
prior to settlement to ensure that these items are in working order, also that the conditions of the property are as agreed. Seller shall have all
utilities in service during the 48 hour period preceding settlement.
 

The Seller shall transfer the Property to the Buyer in its present condition except for normal wear caused by reasonable use between
now and the closing.  The grounds shall be maintained.  The buildings shall be vacant and in broom-clean condition.  All debris and the
Seller's personal property not included in the sale shall be removed.  The walks and driveway shall be free of snow and ice.  The Buyer may
inspect the Property within 48-hours before the closing on reasonable notice to the Seller.
 

 



 
               18.           CERTIFICATE OF OCCUPANCY; ZONING. The State of New Jersey and/or Township of Cherry Hill may require an
inspection(s) of the Property by a representative of the municipality (including inspections concerning smoke detectors and carbon monoxide
detectors) and the issuance of a Certificate of Occupancy or Continued Occupancy before title can be transferred.  If so, the Buyer agrees to
apply for and obtain same, at its expense, within twenty (20) days of the date of this Agreement.  Any repairs required as a result of the
application shall be made at Buyer’s expense.  In the event the cost of any repairs exceeds $10,000.00, Buyer may cancel this Contract.  If
Buyer elects to cancel this Contract under this paragraph, the deposit monies paid by the Buyer will be returned. In the alternative, Seller may
agree to pay for any required repairs in excess of $10,000.00. 
 
The Seller represents that to the best of its knowledge, information and belief the existing zoning of the Property is designated as Commercial
Property and further, Seller is not presently using the Property in violation of any ordinances, zoning or otherwise. The Seller makes no
representation or warranty as to whether the Property is currently zoned in such a manner that would permit Buyer’s intended use and Buyer is
advised to undertake its own due diligence and make its own assessment in this regard.
 
            Further, the Seller shall be responsible for obtaining ISRA approval prior to Settlement.
 
                19.           DEFAULT.  In the event Buyer commits a default of the terms of this Agreement or fails to proceed to settlement as
required hereunder, Seller may commence any legal or equitable action to which Seller may be entitled.  In the event Seller commits a default
of the terms of this Agreement or fails to proceed to settlement as required hereunder, Buyer shall be entitled to commence any legal or
equitable action available to Buyer under the law. 
 
20.           RISK OF LOSS; CONDEMNATION; FLOOD ZONE.  The risk of loss of or damage to the Property is on the Seller until title
passes.  In the event of damage to the Property prior to Closing which, in the sole discretion of Buyer, causes Buyer’s performance to be
infeasible, Buyer may cancel this Agreement whereupon the deposit monies shall be returned to Buyer.  Seller agrees that Seller shall
maintain in force a policy of insurance against fire.
 
            Seller warrants that it has no knowledge of any action or proceeding pending, threatened or instituted in eminent domain or for the
condemnation of any part of the Property.  If Seller becomes aware of same in the future, it shall give immediate written notice to Buyer, who
may elect to cancel this Agreement whereupon the deposit monies shall be returned to Buyer.
 
Seller represents that to the best of its knowledge the Property is not located in a flood zone.  In the event the Buyer determines the Property is
located within a flood zone, Buyer will have the option to terminate this Agreement and all deposit monies shall be returned to Buyer and all
rights and liabilities of the parties to the contract shall cease and terminate. 
 
21.           ACCESS TO PROPERTY.  Seller agrees to provide Buyer, its employees or agents, whatever access to the property is reasonably
necessary for the conducting of inspections, engineering studies, measurement or any other reasonable purpose.
 
22.           INSPECTIONS/FEASIBILITY STUDY.  Buyer shall have a period of thirty (30) days from the date of this Agreement to conduct
inspections, and such other investigations (including but not limited to a Phase I Environmental Study) as the Buyer deems appropriate to
determine the condition of the Property and if the Property is suitable for use as intended by Buyer (“Due Diligence Period”).
 

Although the premises is being purchased "AS IS", the Buyer may order a structural, mechanical, plumbing, heating, and electrical
inspection of the Property by an established inspector.  The Buyer may also order inspections of the septic or other sewage disposal system,
the water system for potability and pressure, and any environmental inspections.  The inspections must be made within 30 days of the
execution of this contract. The Buyer shall pay for the inspections, except for the state mandated well water test, if necessary.  The Seller shall
make the Property available for the inspections on reasonable notice.  If the report of any of the inspections reveals a defect in any of the
above listed systems requiring repair or replacement in excess of $10,000, the Buyer may cancel or renegotiate this Contract within 5 days
after the inspections and be entitled to a return of the deposit.  The Buyer shall include a copy of the inspection report with the notice of
cancellation. 
 

  Seller is not obligated to pay for the repair of any defects provided in said inspection report.
 
               23.           SELLER NOT LIABLE TO BUYER AFTER SETTLEMENT.  All warranties, guarantees, representations of Seller
concerning the property, the systems servicing the property, the appliances, lot lines, location of structures, driveways, fences and any other
matter affecting this Contract, unless otherwise set forth in writing shall be absolutely void after settlement or delivery and acceptance of
possession or occupancy, whichever is earlier.
 
IN WITNESS WHEREOF, the parties hereto have executed this Agreement on the date set forth below.
 
Witnessed or attested by:
 
 Date:                                                                As to Seller                                                       
 
Date:                                                                As to Buyer                                          
 
 

 



 
SHORT SALE ADDENDUM

 
Date: February 16, 2010

 
1.           ADDENDUM to Contract.  This Short Sale Addendum (Addendum) is made a part of the Agreement between Seller and Buyer
(“Agreement”) dated February 16, 2010 relating to the sale of the Property known as 1971 Old Cuthbert Road, Cherry Hill, New Jersey
(“Property”).
 
This Addendum shall control in the event of any conflict with the Agreement.  Except as modified, a ll other terms and provisions of the
Agreement shall remain the same.
 
2.           PURPOSE AND DEFINITIONS.
 
2 . 1           Purpose of Addendum.  Seller has debts secured by one or more liens on the Property.  The Purchase Price will not be enough to
cover payment for all the liens and costs of sale.  Accordingly, the affected Lien Holders (§ 2.2 below) must agree to a Short Sale (§ 2.3
below).
 
2.2.           Lien; Lien Holder.  A Lien is a recorded claim or lien against the Property, including, but not limited to, a mortgage, deed of trust,
mechanic’s lien, judgment or tax lien ("Lien").  A title insurance commitment may be used to show the Liens against the Property.  A Lien
Holder is a creditor who has a Lien and agrees to release its Lien in a Short Sale (§ 2.3 below).
 
2 . 3 .           Short Sale.  A Short Sale (“Short Sale”) is a transaction in which any Lien Holder releases its Lien against the Property and (a)
accepts an amount less than the full amount Lien Holder claims is owed or (b) treats the debt secured by the Lien differently than as originally
provided for in the evidence of debt (such as promissory note).  Before a Short Sale can occur, Buyer, Seller, and each Lien Holder (except
those creditors that are to be paid the full amount claimed) must consent to the terms of the sale.  Sometimes, a Lien is released but the Lien
Holder does not agree to release Seller from liability or reduce the unpaid portion of the debt, and the Seller and any guarantors will remain
liable after Closing for that unpaid portion, despite the release of the Lien against the Property at Closing.
 
2 .4 .           Short Sale Acceptance.  Short Sale Acceptance (“Short Sale Acceptance”) is when Seller receives one or more written statements,
signed by each Lien Holder, that specify the terms and conditions of the Short Sale.
 
3.           SHORT SALE CONDITIONS.  Notwithstanding anything to the contrary in this Addendum, the Agreement between Seller and
Buyer, for the benefit of both Seller and Buyer, is conditional and contingent upon all of the following occurring:
 
               3.1.           Seller has received from each Lien Holder a Short Sale Acceptance that is acceptable to Seller in Seller’s sole and absolute
discretion.
 
               3.2.           Agreement to Amend/Extend Agreement signed by Buyer and Seller, so long as both parties agree, in their sole subjective
discretion, to the changes to the Agreement required by the Short Sale Acceptance.
 
4.           SELLER DEADLINE FOR SUBMISSION TO LIEN HOLDER.  Seller agrees to submit to each Lien Holder a request for a Short
Sale and all documents and information requested by Lien Holder, including a copy of the Agreement, any Counterproposal, this Addendum
and amendments.  The initial submission by Seller to each Lien Holder shall be on or before Initial Submission Deadline (§ 5.1 below).  Any
additional information or documentation requested of Seller by such Lien Holder shall be submitted within five (5) days of such request or
Buyer may terminate the Agreement pursuant to § 7.2 below.
 
4.1.           Seller Submission Deadline. The Seller Submission Deadline shall be as set forth below.
 
Event Deadline From
Initial Submission Ten (10) days from Seller’s receipt of the Agreement

signed by Buyer
 
 
 
 
 
 
 
 
 
 

 



 
4 .2 .           Seller Consents to Lien Holder’s Release of Information.  Seller consents that Lien Holder and its representatives may supply and
communicate any loan, financial information, or other information of Seller, confidential or otherwise, with any of the following involved in
the transaction and their representatives: Seller’s attorney, Broker or Brokerage Firm working with Seller, transaction coordinator, title
insurance company, Closing Company, and the following as checked:  Other Lien Creditors   Broker or Brokerage Firm working with
Buyer   Buyer   Buyer’s attorney.
 
5.           DATES AND DEADLINES.
 
5 . 1 .           Revised Dates and Deadlines and Other Terms.  Buyer and Seller acknowledge that an Agreement to Amend/Extend Contract
(Amend/Extend) may be required to revise the Agreement Deadlines or other terms based on changes required by the Short Sale
Acceptance.  If both Buyer and Seller, in their sole subjective discretion, agree to the terms of the Amend/Extend, as evidenced by their
signatures on the Amend/Extend; and the offering party to the Amend/Extend receives notice of such acceptance on or before seven days after
the earlier of: (a) the receipt by both Buyer and Seller of the Short Sale Acceptance; or (b) the Short Sale Acceptance Deadline (§ 7.1 below),
then the Agreement shall be so amended.  If notice of such acceptance is not timely received, the Agreement shall then terminate.
 
6.           UNCERTAINTY OF SHORT SALE.  Buyer and Seller acknowledge:
 
6.1.           There are no promises or representations regarding: (a) whether Lien Holder will agree to a Short Sale, (b) the terms of any Short
Sale Acceptance, or (c) when the Lien Holder will advise of its decision to agree to a Short Sale or provide the written terms and conditions of
the Short Sale Acceptance.
 
6.2.           Until Closing of the Short Sale, Short Sale Acceptance by the Lien Holder will not prevent, hinder or delay the Lien Holder from
initiating or proceeding with any enforcement action, including but not limited to a foreclosure.  In the event Seller loses ownership of the
Property through foreclosure, the Agreement shall terminate.
 
6.3.           A significant period of time may be required to determine if a Short Sale Acceptance will be granted.  Therefore, Buyer should
inform Buyer’s lender of this fact for structuring Buyer’s loan, duration of “loan lock”, etc.  Additionally, Closing is normally required to be
held shortly following the Short Sale Acceptance.
 
6.4.           After a Short Sale Acceptance is given, Lien Holder will normally not agree to any additional changes to the terms of the
Agreement that differ from the Short Sale Acceptance, to have repairs performed or to reduce the amount it is willing to accept due to the
condition of the Property or results of an inspection.  Buyer may want to conduct an inspection of the Property before Seller submits its request
for a Short Sale to Lien Holder.  The Purchase Price should reflect the condition of the Property and results of such inspection.  Buyer
recognizes the risk that Lien Holder may not agree to the offer submitted by Buyer.
 
7.           DEADLINE FOR ACCEPTANCE OF SHORT SALE; TERMINATION.  Buyer and Seller must receive written notice of the Short
Sale Acceptance on or before Short Sale Acceptance Deadline (§ 7.1 below) or the Agreement shall terminate.
 
7.1.           Short Sale Acceptance Deadline.
 
Event Deadline
Short Sale Acceptance Deadline April 15, 2010
 
7.2.           Termination.  If any party has a right to terminate the Agreement, such termination shall be governed by the relevant portions of the
Agreement, upon written notice to the other party as described in the Agreement.
 
7 . 3           Additional Rights of Termination. Both Buyer and Seller have the right to Terminate the Agreement by written notice to the other
party so long as it is received on or before Short Sale Acceptance.  Additionally, Seller has the right to accept subsequent offers from other
buyers prior to Short Sale Acceptance without liability to Buyer.
 
 
Date:                                                                      Date:
 
Buyer                                                                                 Buyer
 
Date:                                                                      Date:
                                                                      
Seller                                                                                  Seller
 
 
 
 
 
 
 



EXHIBIT 31.1
 

CERTIFICATIONS
 
I, Martin Schmieg, certify that:
 
1. I have reviewed this quarterly report on Form 10-Q of Nuvilex, Inc.;
 
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to
make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period
covered by this report;
 
3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material
respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;
 
4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-
15(f) and 15d-15(f)) for the registrant and have:
 
a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision,
to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within
those entities, particularly during the period in which this report is being prepared;
 
b. Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;
 
c. Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and
 
d. Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most
recent fiscal quarter that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial
reporting; and
 
5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial
reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent
functions):
 
a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are
reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and
 
b. Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal
control over financial reporting

Date: March 22, 2010

By: /s/ Martin Schmieg
 Martin Schmieg, Chief Executive Officer
(Principal Executive Officer)

 



EXHIBIT 31.2
 

CERTIFICATIONS
 
I, Marylew Barnes, certify that:
 
1. I have reviewed this quarterly report on Form 10-Q of Nuvilex, Inc.;
 
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to
make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period
covered by this report;
 
3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material
respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;
 
4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-
15(f) and 15d-15(f)) for the registrant and have:
 
a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision,
to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within
those entities, particularly during the period in which this report is being prepared;
 
b. Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;
 
c. Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and
 
d. Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most
recent fiscal quarter that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial
reporting; and
 
5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial
reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent
functions):
 
a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are
reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and
 
b. Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal
control over financial reporting

Date: March 22, 2010
By: /s/ Marylew Barnes
Marylew Barnes, Chief Financial Officer
(Principal Financial Officer)

 
 

 
 
 



EXHIBIT 32.1
 

SECTION 1350 CERTIFICATIONS
 
Pursuant to the requirements set forth in Rule 13a-14(b) of the Securities Exchange Act of 1934, as amended, and Section 1350 of Chapter 63
of Title 18 of the United States Code (18 U.S.C. §1350), I, Martin Schmieg, Chief Executive Officer of Nuvilex, Inc. (the “Company”),
certify that, to the best of my knowledge and belief:
 
(1) the  Company’s Quarterly Report on Form 10-Q for the quarter ended January 31, 2010, to which this Certification  is attached as Exhibit
32.1 (the “Report”), fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and
 
(2) the information contained in the Report fairly presents, in all material respects, the financial condition and result of operations of the
Company.

 
By: /s/ Martin Schmieg
 Martin Schmieg, Chief Executive Officer
(Principal Executive Officer)
Date: March 22, 2010

 
 
This certification accompanies the Form 10-Q to which it relates, is not deemed filed with the Securities and Exchange Commission and is not
to be incorporated by reference into any filing of the Company under the Securities Act of 1933, as amended, or the Securities Exchange Act
of 1934, as amended (whether made before or after the date of the Form 10-Q, irrespective of any general incorporation language contained in
such filing.
 
 



EXHIBIT 32.2
 

SECTION 906 CERTIFICATION
 
Pursuant to the requirements set forth in Rule 13a-14(b) of the Securities Exchange Act of 1934, as amended, and Section 1350 of Chapter 63
of Title 18 of the United States Code (18 U.S.C. §1350), I, Marylew Barnes, Chief Financial Officer of Nuvilex, Inc. (the “Company”), certify
that, to the best of my knowledge and belief:
 
(1) the  Company’s Quarterly Report on Form 10-Q for the quarter ended January 31, 2010, to which this Certification  is attached as Exhibit
32.1 (the “Report”), fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and
 
(2) the information contained in the Report fairly presents, in all material respects, the financial condition and result of operations of the
Company.

 
By: /s/ Marylew Barnes
Marylew Barnes, Chief Financial Officer
(Principal Financial Officer)
Date: March 22, 2010

 
This certification accompanies the Form 10-Q to which it relates, is not deemed filed with the Securities and Exchange Commission and is not
to be incorporated by reference into any filing of the Company under the Securities Act of 1933, as amended, or the Securities Exchange Act
of 1934, as amended (whether made before or after the date of the Form 10-Q, irrespective of any general incorporation language contained in
such filing.

 


