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                                     PART I.
                              FINANCIAL INFORMATION

         All references to "us", "we", "our" "Aethlon", "Aethlon Medical", or
"the Company" refer to Aethlon Medical, Inc., its predecessors and its
subsidiaries.

ITEM 1. CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

                              AETHLON MEDICAL, INC.
                          (A Development Stage Company)
                      CONDENSED CONSOLIDATED BALANCE SHEET
                                   (UNAUDITED)

                                                                     June 30,
                                                                       2007
                                                                   ------------
                                     ASSETS
Current assets
     Cash                                                          $      2,658
     Prepaid expenses                                                     5,155
                                                                   ------------
     Total current assets                                                 7,813

Property and equipment, net                                              12,985
Patents, net                                                            137,238
Other assets                                                             13,200
                                                                   ------------

     Total assets                                                  $    171,236
                                                                   ============

                      LIABILITIES AND STOCKHOLDERS' DEFICIT

Current Liabilities
     Accounts payable and accrued
       liabilities                                                 $  1,545,765
     Due to related parties                                           1,083,999
     Notes payable                                                      502,500
     Convertible notes payable, net of discount                          50,000
     Warrant obligation                                               4,267,675
                                                                   ------------
     Total current liabilities                                        7,449,939

Commitments and Contingencies



Stockholders' Deficit
     Common stock, par value $0.001 per
         share; 100,000,000 shares authorized;
         32,063,643 shares issued
         and outstanding                                                 32,064
     Additional paid-in capital                                      21,312,424
     Deficit accumulated during development stage                   (28,623,191)
                                                                   ------------
                                                                     (7,278,703)
                                                                   ------------
                                                                   $    171,236
                                                                   ============

              The accompanying notes are an integral part of these
                  condensed consolidated financial statements.
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<TABLE>
<S>     <C>
                                 AETHLON MEDICAL, INC.
                             (A Development Stage Company)
                    CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
             For the Three Months Ended June 30, 2007 and 2006 and For the
               Period January 31, 1984 (Inception) through June 30, 2007
                                      (UNAUDITED)

                                                                            January 31,
                                          Three             Three              1984
                                          Months            Months          (Inception)
                                          Ended             Ended             Through
                                         June 30,          June 30,           June 30,
                                           2007              2006               2007
                                       ------------      ------------      ------------

REVENUES
  Grant income                         $         --      $         --      $  1,424,012
  Subcontract income                             --                --            73,746
  Sale of research and development               --                --            35,810
                                       ------------      ------------      ------------
                                                 --                --         1,533,568

EXPENSES

  Professional fees                         187,405           200,504         6,125,632
  Payroll and related                       521,186           184,257         8,656,383
  General and administrative                162,682           117,071         5,089,683
  Impairment                                     --                --         1,313,253
                                       ------------      ------------      ------------
                                            871,273           501,832        21,184,951

OPERATING LOSS                             (871,273)         (501,832)      (19,651,383)

OTHER (INCOME) EXPENSE
  Loss on extinguishment of debt                 --                --         1,216,748
  Change in fair value of
      warrant liability                    (421,775)               --         2,050,925
  Interest and other debt expense            50,619           114,663         5,313,039
  Interest income                                --                --           (17,415)
  Other                                      36,082             2,661           408,511
                                       ------------      ------------      ------------
                                           (335,074)          117,324         8,971,808
                                       ------------      ------------      ------------

         NET LOSS                      $   (536,199)     $   (619,156)     $(28,623,191)
                                       ============      ============      ============

BASIC AND DILUTED LOSS PER



COMMON SHARE                           $      (0.02)     $      (0.02)
                                       ============      ============

WEIGHTED AVERAGE NUMBER OF
COMMON SHARES OUTSTANDING                31,982,399        25,567,776
                                       ============      ============

                  The accompanying notes are an integral part of these
                      condensed consolidated financial statements.
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                                              AETHLON MEDICAL, INC.
                                          (A Development Stage Company)
                                 CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
                              For the Three Months Ended June 30, 2007 and 2006 and
                        For the Period January 31, 1984 (Inception) Through June 30, 2006
                                                   (UNAUDITED)

                                                                    Three             Three        January 31, 1984
                                                                    Months            Months          (Inception)
                                                                    Ended             Ended            Through
                                                                   June 30,          June 30,          June 30,
                                                                     2007              2006              2007
                                                                 ------------      ------------      ------------

CASH FLOWS FROM OPERATING ACTIVITIES
Net loss                                                         $   (536,199)     $   (619,156)     $(28,623,191)
Adjustments to reconcile net loss to net cash
   used in operating activities:
     Depreciation and amortization                                      7,479             8,307         1,014,872
     Amortization of deferred consulting fees                              --            12,250           109,000
     (Gain) Loss on sale of property and equipment                      1,777                --           (11,288)
     Gain on settlement of debt                                            --                --          (131,175)
     Loss on settlement of accrued legal liabilities                       --                --           142,245
     Stock based compensation                                         283,505             4,750           745,899
     Fair market value of warrants issued in connection with
         accounts payable and debt                                         --                --         2,715,736
     Fair market value of common stock, warrants and
         options issued for services                                   65,661            52,466         3,552,577
     Change in fair value of warrant liability                       (421,775)               --         2,050,925
     Loss on extinguishment of debt                                        --                --         1,216,748
     Amortization of debt discounts                                        --            64,980         1,285,787
     Impairment of patents and patents pending                             --                --           416,026
     Impairment of goodwill                                                --                --           897,227
     Deferred compensation forgiven                                        --                --           217,223
     Changes in operating assets and liabilities:
         Prepaid expenses                                                (585)           12,719           156,382
         Other assets                                                      --             3,400           (13,200)
         Accounts payable and accrued liabilities                     171,686           (44,220)        2,220,802
         Due to related parties                                        (5,000)          (43,000)        1,317,500
                                                                 ------------      ------------      ------------
Net cash used in operating activities                                (433,451)         (547,504)      (10,719,905)

CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of property and equipment                                    (3,997)           (7,791)         (270,694)
Acquisition of patents                                                     --                --          (370,127)
Proceeds from sale of property and equipment                               --                --            17,065
Cash of acquired company                                                   --                --            10,728
                                                                 ------------      ------------      ------------
Net cash used in investing activities                                  (3,997)           (7,791)         (613,028)

CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from issuance of notes payable                                    --                --         1,710,000
Principal payments of notes payable                                        --                --          (292,500)
Proceeds from issuance of convertible notes payable                        --                --         2,078,000
Proceeds from issuance of common stock                                     --           140,001         7,916,822
Professional fees related to registration statement                        --                --           (76,731)



                                                                 ------------      ------------      ------------

Net cash provided by financing activities                                  --           140,001        11,335,591
                                                                 ------------      ------------      ------------

NET INCREASE (DECREASE) IN CASH                                      (437,448)         (415,294)            2,658
CASH - beginning of period                                            440,106           836,377                --
                                                                 ------------      ------------      ------------

CASH - end of period                                             $      2,658      $    421,083      $      2,658
                                                                 ============      ============      ============

                               The accompanying notes are an integral part of these
                                  condensed consolidated financial statements.
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                              AETHLON MEDICAL, INC.
                          (A Development Stage Company)
              NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
                                  June 30, 2007
                                   (UNAUDITED)

NOTE 1. NATURE OF BUSINESS AND BASIS OF PRESENTATION

Aethlon Medical, Inc. ("Aethlon" or the "Company") engages in the research and
development of a medical device known as the Hemopurifier(R) that removes
harmful substances from the blood. Aethlon is in the development stage on the
Hemopurifier(R) and significant research and testing are still needed to reach
commercial viability. Any resulting medical device or process will require
approval by the U.S. Food and Drug Administration ("FDA") or the regulatory
agency of any foreign country where it intends to sell its device. Aethlon has
submitted an Investigational Device Exemption ("IDE") to the FDA and plans to
begin FDA sanctioned clinical trials within the next twelve months. Since many
of Aethlon's patents were issued in the 1980's, some have expired and other are
scheduled to expire in the near future. Thus, some patents may expire before FDA
approval or approval in a foreign country, if any, is obtained. However, the
Company believes that certain patent applications and/or other patents issued
more recently will help protect the proprietary nature of the Hemopurifier(R)
treatment technology.

Aethlon is classified as a development stage enterprise under accounting
principles generally accepted in the United States of America ("GAAP"), and has
not generated revenues from its planned principal operations.

Aethlon's common stock is quoted on the Over-the-Counter Bulletin Board
administered by the National Association of Securities Dealers ("OTCBB") under
the symbol "AEMD.OB."

The accompanying unaudited condensed consolidated financial statements of the
Company have been prepared in accordance with GAAP for interim financial
information and with the instructions to Form 10-QSB. Accordingly, they do not
include all of the information and footnotes required by GAAP for complete
financial statements. In the opinion of management, all adjustments (consisting
of normal recurring adjustments) considered necessary for a fair presentation
have been included. Operating results for the three-month period ended June 30,
2007 are not necessarily indicative of the results that may be expected for the
fiscal year ending March 31, 2008. For further information, refer to the
Company's Annual Report on Form 10-KSB for the year ended March 31, 2007, which
includes audited financial statements and footnotes as of March 31, 2007 and for
the years ended March 31, 2006 and 2007.

The Company's current deficit in working capital requires us to obtain funds in
the short-term to be able to continue in business, and in the longer term to
fund research and development on products not yet ready for market.

NOTE 2. GOING CONCERN AND LIQUIDITY CONSIDERATIONS



         The accompanying condensed consolidated financial statements have been
prepared on a going concern basis, which contemplates, among other things, the
realization of assets and the satisfaction of liabilities in the ordinary course
of business. The Company has experienced continuing losses from operations, is
in default on certain debt, has negative working capital of approximately
($7,442,000) recurring losses from operations and a deficit accumulated during
the development stage of approximately ($28,623,000) at June 30, 2007, which
among other matters, raises significant doubt about its ability to continue as a
going concern. The Company has not generated significant revenue or any profit
from operations since inception. A significant amount of additional capital will
be necessary to advance the development of the Company's products to the point
at which they may become commercially viable. The Company intends to fund
operations through debt and/or equity financing arrangements, which management
believes may be insufficient to fund its capital expenditures, working capital
and other cash requirements (consisting of accounts payable, accrued
liabilities, amounts due to related parties and amounts due under various notes
payable) for the fiscal year ending March 31, 2008. Therefore the Company will
be required to seek additional funds to finance its short-term operations.

         The Company is currently addressing its liquidity issue by exploring
investment capital opportunities through the public markets, specifically,
through private placement of common stock. The Company believes that its access
to capital, together with existing cash resources, will be sufficient to meet
its liquidity needs for fiscal 2008. In August 2007, the Company raised $660,000
in a private placement (see Note 7). However, no assurance can be given that the
Company will receive any funds in addition to the funds in its capital raising
efforts. As of the date of this filing the Company has sufficient working
capital to sustain operations for approximately five months.

         The condensed consolidated financial statements do not include any
adjustments relating to the recoverability of assets that might be necessary
should the Company be unable to continue as a going concern.
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                              AETHLON MEDICAL, INC.
                          (A Development Stage Company)
              NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
                                  June 30, 2007
                                   (UNAUDITED)

NOTE 3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

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

PRINCIPLES OF CONSOLIDATION

The accompanying condensed consolidated financial statements include the
accounts of Aethlon Medical, Inc. and its inactive legal wholly-owned
subsidiaries Aethlon, Inc., Hemex, Inc. and Cell Activation, Inc. (collectively
hereinafter referred to as the "Company"). These subsidiaries are dormant and
there are no material intercompany transactions or balances.

LOSS PER COMMON SHARE

Loss per common share is based on the weighted average number of shares of
common stock and common stock equivalents outstanding during the year in
accordance with Statement of Financial Accounting Standards ("SFAS") No. 128,
"EARNINGS PER SHARE."

Securities that could potentially dilute basic loss per share (prior to their
conversion, exercise or redemption) were not included in the



diluted-loss-per-share computation because their effect is anti-dilutive. There
were 9,475,184 and 7,133,811 potentially dilutive common shares outstanding for
the three months ended June 30, 2007 and 2006, respectively.

PATENTS

The Company capitalizes the cost of patents, some of which were acquired, and
amortizes such costs over the shorter of the remaining legal life or their
estimated economic life, upon issuance of the patent.

RESEARCH AND DEVELOPMENT EXPENSES

The Company incurred approximately $220,180 and $177,107 of research and
development expenses during the three months ended June 30, 2007 and 2006,
respectively, which are included in operating expenses in the accompanying
condensed consolidated statements of operations.

EQUITY INSTRUMENTS FOR SERVICES PROVIDED BY OTHER THAN EMPLOYEES

The Company follows SFAS No. 123-R "SHARE BASED PAYMENT" as interpreted by
Emerging Issues Task Force ("EITF") Issue No. 96-18, "ACCOUNTING FOR EQUITY
INSTRUMENTS THAT ARE ISSUED TO OTHER THAN EMPLOYEES FOR ACQUIRING, OR IN
CONJUNCTION WITH SELLING, GOODS OR SERVICES" to account for transactions
involving goods and services provided by third parties where the Company issues
equity instruments as part of the total consideration. Pursuant to paragraph 7
of SFAS No. 123-R, the Company accounts for such transactions using the fair
value of the consideration received (i.e. the value of the goods or services) or
the fair value of the equity instruments issued, whichever is more reliably
measurable.

The Company applies EITF Issue No. 96-18, in transactions, when the value of the
goods and/or services are not readily determinable and (1) the fair value of the
equity instruments is more reliably measurable and (2) the counterparty receives
equity instruments in full or partial settlement of the transactions, using the
following methodology:

(a)  For transactions where goods have already been delivered or services
     rendered, the equity instruments are issued on or about the date the
     performance is complete (and valued on the date of issuance).

(b)  For transactions where the instruments are issued on a fully vested,
     non-forfeitable basis, the equity instruments are valued on or about the
     date of the contract.

(c)  For any transactions not meeting the criteria in (a) or (b) above, the
     Company re-measures the consideration at each reporting date based on its
     then current stock value.
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                              AETHLON MEDICAL, INC.
                          (A Development Stage Company)
              NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
                                  June 30, 2007
                                   (UNAUDITED)

NOTE 3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

IMPAIRMENT OR DISPOSAL OF LONG-LIVED ASSETS

The Company follows SFAS No. 144, "ACCOUNTING FOR THE IMPAIRMENT OR DISPOSAL OF
LONG-LIVED ASSETS" in accounting and reporting for the impairment or disposal of
long-lived assets. SFAS No. 144 requires that long-lived assets be reviewed for
impairment whenever events or changes in circumstances indicate that their
carrying amounts may not be recoverable. If the cost basis of a long-lived asset
is greater than the projected future undiscounted net cash flows from such asset
(excluding interest), an impairment loss is recognized. Impairment losses are
calculated as the difference between the cost basis of an asset and its
estimated fair value. SFAS No. 144 also requires companies to separately report



discontinued operations and extends that reporting requirement to a component of
an entity that either has been disposed of (by sale, abandonment or in a
distribution to owners) or is classified as held for sale. Assets to be disposed
of are reported at the lower of the carrying amount or the estimated fair value
less costs to sell, if any. Management noted no impairment indicators requiring
review for impairment at or during the three months ended June 30, 2007.

BENEFICIAL CONVERSION FEATURE OF CONVERTIBLE NOTES PAYABLE

The convertible feature of certain notes payable provides for a rate of
conversion that was below market value at issuance. Such feature is normally
characterized as a "beneficial conversion feature" ("BCF"). Pursuant to EITF
Issue No. 98-5, "ACCOUNTING FOR CONVERTIBLE SECURITIES WITH BENEFICIAL
CONVERSION FEATURES OR CONTINGENTLY ADJUSTABLE CONVERSION RATIO" and EITF Issue
No. 00-27, "APPLICATION OF EITF ISSUE NO. 98-5 TO CERTAIN CONVERTIBLE
INSTRUMENTS," the estimated fair value of the BCF is recorded in the
consolidated financial statements as a discount from the face amount of the
notes. Such discounts are amortized to interest expense over the term of the
notes.

DERIVATIVE LIABILITIES AND CLASSIFICATION OF WARRANT OBLIGATION

The Company evaluates free-standing instruments (or embedded derivatives)
indexed to its common stock to properly classify such instruments within equity
or as liabilities in its financial statements, pursuant to the requirements of
the EITF Issue No. 00-19, "ACCOUNTING FOR DERIVATIVE FINANCIAL INSTRUMENTS
INDEXED TO AND POTENTIALLY SETTLED IN, A COMPANY'S OWN STOCK," EITF Issue No.
01-06, "THE MEANING OF INDEXED TO A COMPANY'S OWN STOCK," EITF Issue No. 05-04,
"THE EFFECT OF A LIQUIDATED DAMAGES CLAUSE ON A FREESTANDING FINANCIAL
INSTRUMENT SUBJECT TO EITF Issue No. 00-19," and SFAS No. 133, "ACCOUNTING FOR
DERIVATIVE INSTRUMENTS AND HEDGING ACTIVITIES," as amended. The Company's policy
is to settle instruments indexed to its common shares on a first-in-first-out
basis.

In the fiscal year ending March 31, 2006, the Company was obligated to register
for resale the shares underlying warrants in connection with the issuance of its
10% Series A Convertible Promissory Notes. In accordance with EITF Issue No.
00-19, the value of the warrants were recorded as a liability until the
registration became effective on January 20, 2006. On or about March 13, 2007,
the Company determined that the effectiveness of the registration statement
underlying the conversion and warrant shares associated with the 10% Series A
Promissory Notes had lapsed on October 27, 2006. In accordance with EITF Issue
No. 00-19, the Company reversed the accounting effect of the prior registration
effectiveness and recorded a warrant liability which is required to be revalued
at the end of each reporting period. At June 30, 2007, the fair value of the
warrant liability was determined to be $4,267,675 and for the three months ended
June 30, 2007 a gain in the amount of approximately $422,000 was recognized as
other income as a result of the change in the fair value of such liability since
March 31, 2007.

REGISTRATION PAYMENT ARRANGEMENTS

The Company accounts for its liquidated damages on registration rights
agreements in accordance with FASB Staff Position EITF Issue No. 00-19-2
"ACCOUNTING FOR REGISTRATION PAYMENT ARRANGEMENTS" which specifies that the
contingent obligation to make future payments or otherwise transfer
consideration under a registration payment arrangement should be separately
recognized and measured in accordance with SFAS No. 5, "Accounting for
Contingencies." On June 30, 2007, the Company had recorded $220,000 of accrued
liquidated damages in accounts payable and accrued liabilities on the
accompanying condensed consolidated balance sheet.
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                              AETHLON MEDICAL, INC.
                          (A Development Stage Company)
              NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
                                  June 30, 2007
                                   (UNAUDITED)



NOTE 3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

STOCK BASED COMPENSATION

Effective April 1, 2006, the Company adopted the provisions of SFAS No. 123-R,
"SHARE-BASED PAYMENT,". SFAS No. 123-R requires employee stock options and
rights to purchase shares under stock participation plans to be accounted for
under the fair value method and requires the use of an option pricing model for
estimating fair value. Accordingly, share-based compensation is measured at the
grant date, based on the fair value of the award. The exercise price of options
is generally equal to the market price of the Company's common stock (defined as
the closing price as quoted on the Over-the-Counter Bulletin Board administered
by Nasdaq) on the date of grant. Under the modified prospective method of
adoption for SFAS No. 123-R which the Company elected to adopt the compensation
cost recognized by the Company beginning April 1, 2006 includes, (a)
compensation cost for all equity incentive awards granted prior to, but not yet
vested as of April 1, 2006, based on the grant-date fair value estimated in
accordance with the original provisions of SFAS No. 123, and (b) compensation
cost for all equity incentive awards granted subsequent to April 1, 2006, based
on the grant-date fair value estimated in accordance with the provisions of SFAS
No. 123-R.

From time to time, the Company's Board of Directors grants common share purchase
options or warrants to selected directors, officers, employees, consultants and
advisors in payment of goods or services provided by such persons on a
stand-alone basis outside of any of the Company's formal stock plans. The terms
of these grants are individually negotiated and generally expire within five
years from the grant date.

In August 2000, the Company adopted the 2000 Stock Option Plan ("Stock Option
Plan"), which was approved by its stockholders in September 2000. The Stock
Option Plan provides for the issuance of up to 500,000 options to purchase
shares of common stock. Such options can be incentive options or nonstatutory
options, and may be granted to employees, directors and consultants. The Stock
Option Plan has limits as to the eligibility of those stockholders who own more
than 10% of Company stock, as defined. The options granted pursuant to the Stock
Option Plan may have exercise prices of no less than 100% of fair market value
of the Company's common stock at the date of grant (incentive options), or no
less than 75% of fair market value of such stock at the date of grant
(nonstatutory). At June 30, 2007, the Company had granted 47,500 options under
the 2000 Stock Option Plan of which 15,000 had been forfeited, with 467,500
available for future issuance. All of these options vested prior to the adoption
of FAS 123-R.

The effects of share-based compensation resulting from the application of SFAS
No. 123-R to options granted outside of the Company's Stock Option Plan resulted
in a non-cash expense of $283,505 and $4,750 for the quarters ended June 30,
2007 and 2006, respectively. This expense was recorded as stock compensation
included in payroll and related expenses in the accompanying June 30, 2007 and
2006 consolidated statement of operations.

The Company recognizes share-based compensation as a result of the adoption of
SFAS No. 123-R and uses the Binomial Lattice option pricing model for estimating
fair value of options granted.

The following table summarizes the effect of share-based compensation pursuant
to the application of SFAS No. 123-R to options granted:

<TABLE>
                                                       Three Months Ended           Three Months Ended
                                                         June 30, 2007                June 30, 2006
<S>                                                       <C>                          <C>
Payroll and related                                       $ (283,505)                  $    (4,750)
                                                          ==========                   ===========
Net share-based compensation effect
   in net loss from continuing operations                 $ (283,505)                  $    (4,750)
                                                          ==========                   ===========

Basic and diluted loss per common share                   $    (0.01)                  $     (0.00)
                                                          ==========                   ===========
</TABLE>



On June 13, 2007, the Company granted its Chief Executive Officer an option to
purchase 2,500,000 shares of common stock at an exercise price of $0.36 per
share. The options vested 1,000,000 shares at grant, with 500,000 shares vesting
each annual anniversary date through June 13, 2010. On the grant date, the fair
value of this option was determined to be approximately $922,000, with $260,000
of share-based compensation expense related to this grant recognized upon grant
and included in general and administrative expense for the three-month period
ended June 30, 2007.
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                              AETHLON MEDICAL, INC.
                          (A Development Stage Company)
              NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
                                  June 30, 2007
                                   (UNAUDITED)

NOTE 3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

In accordance with SFAS No. 123-R, the Company adjusts share-based compensation
on a quarterly basis for changes to the estimate of expected award forfeitures
based on actual forfeiture experience. The effect of adjusting the forfeiture
rate for all expense amortization after March 31, 2006 is recognized in the
period the forfeiture estimate is changed. The effect of forfeiture adjustments
in the first quarter ended June 30, 2007 was insignificant.

The following weighted average assumptions were used as applicable in the above
table:

                                    Three Months Ended
                                          June 30
                              -----------------------------
                                 2007                2006
                              ----------          ----------
Annual dividends                 zero                zero
Expected volatility               92%                 72%
Risk free interest rate          4.72%               4.18%
Expected life                 2.14 years            4.7 years

The expected volatility is based on the historical volatility. The expected life
of options granted is based on the "simplified method" described in the SEC's
Staff Accounting Bulletin No. 107 due to changes in the vesting terms and
contractual life of current option grants compared to the Company's historical
grants. Options outstanding that have vested and are expected to vest as of June
30, 2007 are as follows:

                                                      Weighted
                                         Weighted      Average
                                         Average      Remaining       Aggregate
                             Number of   Exercise    Contractual      Intrinsic
                              Shares      Price     Term in Years     Value (1)
- ---------------------------  ---------   --------   -------------   ------------

Vested                       9,369,060    $  0.39        5.54       $  2,668,940
Expected to vest             2,335,000       0.32        8.54            812,400

                            -----------                             ------------
     Total                  11,704,060                              $  3,481,340
                            ===========                             ============

(1) These amounts represent the difference between the exercise price and $0.67,
the closing market price of the Company's common stock on June 30, 2007 as
quoted on the Over-the-Counter Bulletin Board under the symbol "AEMD.OB" for all
in-the-money options outstanding.

Options outstanding that are expected to vest are net of estimated future
forfeitures in accordance with the provisions of SFAS No. 123-R, which are



estimated when compensation costs are recognized. The Company estimated such
forfeiture rate to be zero. Additional information with respect to stock option
activity is as follows:

                                                   Outstanding Options
                                           -------------------------------------
                               Shares                   Weighted       Aggregate
                             Available     Number of     Average       Intrinsic
                             for Grant     Shares     Exercise Price   Value (1)
- ---------------------------  ---------     ------     --------------  ----------
March 31, 2007                 467,500    9,204,060      $ 0.38       $3,802,324
                                                                      ==========
Grants                              --    2,500,000        0.36
Exercises                           --          --          --
Cancellations                       --          --          --
                             ---------   ----------      ------
June 30, 2007                  467,500   11,704,060      $ 0.37       $3,481,340
                             =========   ==========      ======       ==========

Options exercisable at:
March 31, 2007                            8,369,060      $ 0.39
                                          =========      ======
June 30, 2007                             7,135,518      $ 0.39
                                          =========      ======

(1) Represents the difference between the exercise price and the March 31, 2007
or June 30, 2007 market price of the Company's common stock, which was $0.74 and
$0.67, respectively.
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                              AETHLON MEDICAL, INC.
                          (A Development Stage Company)
              NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
                                  June 30, 2007
                                   (UNAUDITED)

NOTE 3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

         At June 30, 2007, there was approximately $754,000 of unrecognized
compensation cost related to share-based payments which is expected to be
recognized over a weighted average period of 2.44 years.

INCOME TAXES

Under SFAS No. 109, "ACCOUNTING FOR INCOME TAXES," deferred tax assets and
liabilities are recognized for the future tax consequences attributable to the
difference between the consolidated financial statements and their respective
tax basis. Deferred income taxes reflect the net tax effects of (a) temporary
differences between the carrying amounts of assets and liabilities for financial
reporting purposes and the amounts reported for income tax purposes, and (b) tax
credit carryforwards. The Company records a valuation allowance for deferred tax
assets when, based on management's best estimate of taxable income (if any) in
the foreseeable future, it is more likely than not that some portion of the
deferred tax assets may not be realized.

SIGNIFICANT RECENT ACCOUNTING PRONOUNCEMENTS

In June 2006, the FASB issued FASB Interpretation ("FIN") No. 48, "Accounting
for Uncertainty in Income Taxes, an interpretation of FASB Statement No. 109."
FIN No. 48 establishes a single model to address accounting for certain tax
positions. FIN No. 48 clarifies the accounting for income taxes by prescribing a
minimum recognition threshold a tax position is required to meet before being
recognized in the financial statements. FIN No. 48 also provides guidance on
derecognition measurement, classification, interest and penalties, accounting in
interim periods, disclosure and transition.

The Company adopted the provisions of FIN No. 48 on April 1, 2007. Upon



adoption, the Company recognized no adjustment in the amount of unrecognized tax
benefits. As of the date of adoption the Company had no unrecognized tax
benefits. The Company's policy is to recognize interest and penalties that would
be assessed in relation to the settlement of unrecognized tax benefits as a
component of income tax expense. The Company has recognized approximately
$36,000 in penalties and interest upon the adoption of FIN No. 48.

The Company and it subsidiaries are subject to federal income tax. With few
exceptions, the Company is no longer subject to U.S. federal income tax
examination for years before 2000; state and local tax examinations before 2000.
However, to the extent allowed by law, the tax authorities may have the right to
examine prior periods where net operating losses were generated and carried
forward, and make adjustments up to the amount of the net operating loss
carryforward amount.

The Company is not currently under Internal Revenue Service (IRS), state, local
or foreign jurisdiction tax examinations.

For the quarter ended June 30, 2007, the Company recorded no income tax
provision.

In September 2006, the FASB issued SFAS No. 157, "Fair Value Measurements,"
which defines fair value, establishes a framework for measuring fair value in
accordance with GAAP, and expands disclosures about fair value measurements.
SFAS No. 157 simplifies and codifies related guidance within GAAP, but does not
require any new fair value measurements. The guidance in SFAS No. 157 applies to
derivatives and other financial instruments measured at estimated fair value
under SFAS No. 133 and related pronouncements. SFAS No. 157 is effective for
financial statements issued for fiscal years beginning after November 15, 2007,
and interim periods within those fiscal years.

In February 2007, the FASB issued SFAS No. 159, "The Fair Value Option for
Financial Assets and Financial Liabilities." SFAS No. 159 allows entities to
choose, at specified election dates, to measure eligible financial assets and
liabilities at fair value that are not otherwise required to be measured at fair
value. If the Company elects the fair value option for an eligible item, changes
in that item's fair value in subsequent reporting periods must be recognized in
current earnings. SFAS No. 159 is effective for fiscal years beginning after
November 15, 2007. Management has not yet evaluated the effects on future
consolidated financial statements.

Other recent accounting pronouncements issued by the FASB (including its
Emerging Issues Task Force), the American Institute of Certified Public
Accountants, and the Securities and Exchange Commission did not or are not
believed by management to have a material impact on the Company's present or
future consolidated financial statements.
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                              AETHLON MEDICAL, INC.
                          (A Development Stage Company)
              NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
                                  June 30, 2007
                                   (UNAUDITED)

NOTE 4. NOTES AND CONVERTIBLE NOTES PAYABLE

At June 30, 2007, the Company had $502,500 in principal amount of notes payable
outstanding with fourteen noteholders.

The Company is currently in default on $502,500 of amounts owed under various
unsecured notes payable and is currently seeking other arrangements with its
noteholders. At June 30, 2007 the Company had accrued interest in the amount of
$377,191 associated with these defaulted notes payable.

At June 30, 2007, convertible notes payable, net consists of $1,050,000 in
principal amount of convertible notes payable outstanding, net of ($1,000,000)
discount, held by six noteholders. The discount is attributable to the valuation



of warrant rights associated with the extinguishment and effective reissuance of
the convertible notes on March 22, 2007.

NOTE 5. EQUITY TRANSACTIONS

         In April 2007, the Company issued 30,617 shares of restricted common
stock as the result of a cashless exercise of 80,000 warrants held by a former
noteholder.

         In April 2007, the Company issued 15,152 shares of restricted common
stock at $0. 33 per share in payment of an option agreement valued at $5,000.
This transaction was exempt from registration pursuant to Section 4(2) of the
Securities Act of 1933.

         In April 2007, the Company issued 8,651 shares of common stock pursuant
to the Company's S-8 registration statement covering the Company's 2003
Consultant Stock Plan at $0.58 per share in payment for regulatory affairs
consulting services to the Company valued at $5,000 based on the value of the
services.

         In April 2007, the Company issued 3,937 shares of common stock pursuant
to the Company's S-8 registration statement covering the Company's 2003
Consultant Stock Plan at $0.76 per share in payment for regulatory affairs
consulting services to the Company valued at $3,000 based on the value of the
services.

         In May 2007, the Company issued 13,124 shares of common stock pursuant
to the Company's S-8 registration statement covering the Company's 2003
Consultant Stock Plan at $0.76 per share in payment for regulatory affairs
consulting services to the Company valued at $10,000 based on the value of the
services.

         In May 2007, the Company issued 5,155 shares of common stock pursuant
to the Company's S-8 registration statement covering the Company's 2003
Consultant Stock Plan at $0.58 per share in payment for regulatory affairs
consulting services to the Company valued at $3,000 based on the value of the
services.

         In June 2007, the Company issued 41,999 shares of restricted common
stock at between $0.30 and $0.74 per share in payment for investor relations
services to the Company valued at $20,000 based on the value of the services.

         In June 2007, the Company issued 17,526 shares of common stock pursuant
to the Company's S-8 registration statement covering the Company's 2003
Consultant Stock Plan at $0.58 per share in payment for regulatory affairs
consulting services to the Company valued at $10,200 based on the value of the
services.

         In June 2007, the Company issued 5,155 shares of common stock pursuant
to the Company's S-8 registration statement covering the Company's 2003
Consultant Stock Plan at $0.58 per share in payment for regulatory affairs
consulting services to the Company valued at $3,000 based on the value of the
services.

         In June 2007, the Company issued 10,174 shares of common stock pursuant
to the Company's S-8 registration statement covering the Company's 2003
Consultant Stock Plan at $0.63 per share in payment for regulatory affairs
consulting services to the Company valued at $6,450 based on the value of the
services.
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                              AETHLON MEDICAL, INC.
                          (A Development Stage Company)
              NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
                                  June 30, 2007
                                   (UNAUDITED)

NOTE 6. COMMITMENTS AND CONTINGENCIES



LEGAL MATTERS

From time to time, claims are made against the Company in the ordinary course of
business, which could result in litigation. Claims and associated litigation are
subject to inherent uncertainties and unfavorable outcomes could occur, such as
monetary damages, fines, penalties or injunctions prohibiting the Company from
selling one or more products or engaging in other activities. The occurrence of
an unfavorable outcome in any specific period could have a material adverse
effect on the Company's results of operations for that period or future periods.
The Company is not presently a party to any pending or threatened legal
proceedings.

NOTE 7. SUBSEQUENT EVENTS

         On July 13, 2007 the Company entered into a twelve-month 12%
Convertible Note ("Note") for $60,000 with an individual accredited investor.
The Note accrues interest at 12%, payable at maturity and is convertible into
the Company's Common Stock at a fixed conversion price of $0.50 per share.

         Beginning July 17, 2007, the Company commenced a $1.0 million Private
Placement Offering ("Placement"). The offering is for the sale of units, each
unit to include two shares of common stock and one warrant. The offering is made
to certain private investors known to the Company. Each Warrant is exercisable
for three years from issuance and allows the purchase of one share of common
stock at an exercise price of $0.50 per share. As of August 3, 2007, the Company
had received confirmed subscriptions for the sale of $660,000 of such units.

ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OR PLAN OF OPERATION

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

FORWARD LOOKING STATEMENTS

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

THE COMPANY

We are a developmental stage medical device company focused on expanding the
applications of our Hemopurifier(R) platform technology which is designed to
rapidly reduce the presence of infectious viruses and other toxins from human
blood. As such, we focus on developing therapeutic devices to treat acute viral
conditions brought on by pathogens targeted as potential biological warfare
agents and chronic viral conditions including HIV/AIDS and Hepatitis-C. The
Hemopurifier(R) combines the established scientific technologies of hemodialysis
and affinity chromatography as a means to mimic the immune system's response of
clearing viruses and toxins from the blood before cell and organ infection can
occur. The Hemopurifier(R) cannot cure these afflictions but can lower viral
loads and allow compromised immune systems to overcome otherwise serious or



fatal medical conditions.
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ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OR PLAN OF OPERATION (continued)

WHERE YOU CAN FIND MORE INFORMATION

We are subject to the informational requirements of the Securities Exchange Act
and must file reports, proxy statements and other information with the SEC. The
reports, information statements and other information we file with the
Commission can be inspected and copied at the Commission Public Reference Room,
100F Street, N.W. Washington, D.C. 20549. You may obtain information on the
operation of the Public Reference Room by calling the SEC at (800) SEC-0330. The
Commission also maintains a Web site (http://www.sec.gov) that contains reports,
proxy, and information statements and other information regarding registrants,
like us, which file electronically with the Commission. Our headquarters are
located at 3030 Bunker Hill Street, Suite 4000, San Diego, California 92109. Our
telephone number is 858/459-7800. Our Web site is maintained at
http://www.aethlonmedical.com.

Our common stock is traded on the OTCBB under the symbol "AEMD.OB".

RESULTS OF OPERATIONS

THE THREE MONTHS ENDED JUNE 30, 2007 COMPARED TO THE THREE MONTHS ENDED JUNE 30,
2006.

OPERATING EXPENSES

Consolidated operating expenses were $871,273 for the three months ended June
30, 2007, versus $501,832 for the comparable period one year ago. This
represents an absolute dollar increase of $369,441 or approximately 74% as
compared to the prior time period. This difference is comprised of increases in
payroll and related and general and administrative expenses of approximately
$336,929 and $45,611, respectively, offset by a decrease in professional expense
of $13,099.

Professional fees decreased by $13,099 or approximately 7% from the prior period
one year ago. The decrease was comprised of an increase in legal expense of
$48,248 and accounting fees of $4,942, offset by decreases in scientific
consulting expense of $52,758 and other professional expenses of $8,589. The
increase in legal expense resulted from the comparatively high legal expense in
the period ended June 30, 2007, a result of our increased number of public
filings as compared to the prior period one year ago. Scientific professional
expense decreased due to the comparatively high expense incurred during the
fiscal quarter ended June 30, 2006 as a result of the completion of our human
safety studies in India during that quarter.

Payroll and related expenses increased $336,929 or approximately 183% as
compared to the prior period one year ago. This increase is primarily a result
of additional non-cash stock compensation expense of $283,605 which includes
approximately $269,000 related to stock options granted to our Chief Executive
Officer in June 2007 and the additional salary of our President, who was hired
in August 2006.

General and administrative expenses increased $45,611 or approximately 39% as
compared to the prior comparable quarter one year ago. The increase is primarily
attributable to an increase in lab supplies of $48,054 a result of the testing
and preparation of Hemopurifier(R) cartridges required for an upcoming trial in
India related to a Dengue fever application. This increase was offset by a
decrease in all other general and administrative expenses of $2,893.

OTHER EXPENSE

Other expenses decreased by $452,398 or approximately 386% as compared to the
prior quarter one year ago. This decrease was comprised of a non-cash reduction
in the fair value of warrant liability of $421,775, a $64,044 reduction in
interest expense and an increase of $33,421 in other expenses. Interest expense



was reduced because the BCF associated with the Company's 10% Series A
Convertible Promissory Notes ("Notes") was fully amortized to interest expense
prior to the current fiscal quarter. The warrant liability is also related to
the Notes and it is required to be revalued at the end of each reporting period
until effective registration of the shares underlying the Notes and related
Warrants becomes effective (See Note 3 to the condensed consolidated financial
statements). Other expense increased as a result of the recognition of estimated
penalties and interest related to tax obligations.

NET LOSS

We recorded a consolidated net loss of $536,199 and $619,156 for the quarters
ended June 30, 2007 and 2006, respectively. The decrease in net loss of
approximately 13% was generally attributable to a significant non-cash benefit
due to the valuation of the warrant liability associated with the Company's 10%
Series A Convertible Notes at June 30, 2007, offset by increased expenses
related to the recognition of stock compensation expense.

Basic and diluted loss per common share were ($0.02) for the three month period
ended June 30, 2007 as compared to ($0.02) for the same period ended June 30,
2006.
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ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OR PLAN OF OPERATION (continued)

LIQUIDITY AND CAPITAL RESOURCES

To date, the Company has funded its capital requirements for the current
operations from net funds received from the public and private sale of debt and
equity securities, as well as from the issuance of common stock in exchange for
services. The Company's cash position at March 31, 2007 was $440,106 compared to
$2,658, at June 30, 2007, representing a decrease of $437,448. During the three
months ended June 30, 2007, operating activities used net cash of $433,451. The
Company received no cash from financing activites and purchased $3,997 of
property and equipment.

A decrease in working capital during the three months in the amount of $181,774
increased the Company's negative working capital position to ($7,442,126) at
June 30, 2007 as compared to a negative working capital of ($7,260,352) at March
31, 2007.

The Company's current deficit in working capital requires us to obtain funds in
the short-term to be able to continue in business, and in the longer term to
fund research and development on products not yet ready for market.

The Company's operations to date have consumed substantial capital without
generating revenues, and will continue to require substantial capital funds to
conduct necessary research and development and pre-clinical and clinical testing
of Hemopurifier(R) products, and to market any of those products that receive
regulatory approval. The Company does not expect to generate revenue from
operations for the foreseeable future, and its ability to meet its cash
obligations as they become due and payable is expected to depend for at least
the next several years on its ability to sell securities, borrow funds or a
combination thereof. The Company's future capital requirements will depend upon
many factors, including progress with pre-clinical testing and clinical trials,
the number and breadth of our programs, the time and costs involved in
preparing, filing, prosecuting, maintaining and enforcing patent claims and
other proprietary rights, the time and costs involved in obtaining regulatory
approvals, competing technological and market developments, and management's
ability to establish collaborative arrangements, effect successful
commercialization strategies, marketing activities and other arrangements. The
Company expects to continue to incur increasing negative cash flows and net
losses for the foreseeable future, and presently requires a minimum of $125,000
per month to sustain operations. The Company is in the presses of completing a
scheduled $1.0 million Private Placement Offering ("Placement"). As of August 3,
2007, the Company had received confirmed subscriptions for the sale of $660,000
of such units.



Management does not believe that inflation has had or is likely to have any
material impact on the Company's operations.

At the date of this filing, we do not have plans to purchase significant amounts
of equipment or hire significant numbers of employees prior to successfully
raising additional capital.

PLAN OF OPERATION

The Company is a development stage medical device company that has not yet
engaged in significant commercial activities. The primary focus of our resources
is the advancement of our proprietary Hemopurifier(R) platform treatment
technology, which is designed to rapidly reduce the presence of infectious
viruses and toxins in human blood. Our focus is to prepare our Hemopurifier(R)
to treat chronic viral conditions, acute viral conditions and viral-based
bioterror threats in human clinical trials.

The Company plans to continue research and development activities related to our
Hemopurifier(R) platform technology, with particular emphasis on the advancement
of our treatment for "Category A" pathogens as defined by the Federal Government
under Project Bioshield and the All Hazards Preparedness Act of 2006. The
Company has filed an Investigational Device Exemption ("IDE") with the FDA in
order to proceed with Human safety studies of the Hemopurifier(R). Such studies,
complemented by planned in-vivo and appropriate animal in-vitro studies should
allow the Company to proceed to Premarket Approval ("PMA") process. The PMA
process is the last major FDA hurdle in determining the safety and effectiveness
of Class III medical Devices (of which the Hemopurifier(R) is one).

Management anticipates continuing to increase spending on research and
development over the next 12 months. Additionally, associated with the Company's
anticipated increase in research and development expenditures, we anticipate
purchasing additional amounts of equipment during this period to support our
laboratory and testing operations. Operations to date have consumed substantial
capital without generating revenues, and will continue to require substantial
and increasing capital funds to conduct necessary research and development and
pre-clinical and clinical testing of our Hemopurifier(R) products, as well as
market any of those products that receive regulatory approval. The Company does
not expect to generate revenue from operations for the foreseeable future, and
our ability to meet our cash obligations as they become due and payable is
expected to depend for at least the next several years on our ability to sell
securities, borrow funds or a combination thereof. Future capital requirements
will depend upon many factors, including progress with pre-clinical testing and
clinical trials, the number and breadth of our clinical programs, the time and
costs involved in preparing, filing, prosecuting, maintaining and enforcing
patent claims and other proprietary rights, the time and costs involved in
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ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OR PLAN OF OPERATION (continued)

obtaining regulatory approvals, competing technological and market developments,
as well as management's ability to establish collaborative arrangements,
effective commercialization, marketing activities and other arrangements. The
Company expects to continue to incur increasing negative cash flows and net
losses for the foreseeable future.

CRITICAL ACCOUNTING POLICIES

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

The Company believes that the estimates and assumptions that are most important
to the portrayal of the Company's financial condition and results of operations,



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

There have been no changes to the Company's critical accounting policies as
disclosed in its Form 10-KSB for the year ended March 31, 2007.

OFF BALANCE SHEET ARRANGEMENTS

There are no guarantees, commitments, lease and debt agreements or other
agreements that could trigger an adverse change in our credit rating, earnings,
cash flows or stock price, including requirements to perform under standby
agreements.

ITEM 3. CONTROLS AND PROCEDURES

Under the supervision and with the participation of our management, including
our Chief Executive Officer ("CEO") and Chief Financial Officer ("CFO"), we
evaluated the effectiveness of the design and operation of our disclosure
controls and procedures (as defined in Rule 13a-15(e) and 15d-15(e) of the
Securities Exchange Act of 1934) as of the end of the period covered by this
report (the "Evaluation Date"). Based upon that evaluation, the CEO and CFO
concluded that, as of June 30, 2007, our disclosure controls and procedures were
effective in timely alerting them to the material information relating to us (or
our consolidated subsidiaries) required to be included in our periodic filings
with the SEC.

Changes in Controls and Procedures

There were no significant changes made in our internal controls over financial
reporting during the quarter ended June 30, 2007 that have materially affected
or are reasonably likely to materially affect these controls. Thus, no
corrective actions with regard to significant deficiencies or material
weaknesses were necessary.

Limitations on the Effectiveness of Internal Control

Our management, including the CEO, does not expect that our disclosure controls
and procedures or our internal control over financial reporting will necessarily
prevent all fraud and material errors. An internal control system, no matter how
well conceived and operated, can provide only reasonable, not absolute,
assurance that the objectives of the control system are met. Further, 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 on all internal control systems, no evaluation of
controls can provide absolute assurance that all control issues and instances of
fraud, if any, within Aethlon Medical 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.
Additionally, controls can be circumvented by the individual acts of some
persons, by collusion of two or more people, and/or by management override of
the control. The design of any system of internal control is also 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. Over time, controls may become inadequate
because of changes in circumstances, and/or the degree of compliance with the
policies and procedures may deteriorate. Because of the inherent limitations in
a cost-effective internal control system, financial reporting misstatements due
to error or fraud may occur and not be detected on a timely basis.
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                                     PART II

                                OTHER INFORMATION



ITEM 1. LEGAL PROCEEDINGS

None

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

In June 2007, the Company issued 41,999 shares of restricted common stock at
between $0.30 and $0.74 per share in payment for investor relations services to
the Company valued at $20,000 based on the value of the services. The shares
were issued without registration under the Securities Act in reliance upon the
exemption from registration set forth in Section 4(2).

In April 2007, the Company issued 30,617 shares of restricted common stock as
the result of a cashless exercise of 80,000 warrants held by a former
noteholder. The shares were issued without registration under the Securities Act
in reliance upon the exemption from registration set forth in Section 4(2).

On July 13, 2007 the Company entered into a twelve-month 12% Convertible Note
("Note") for $60,000 with an individual accredited investor. The Note accrues
interest at 12%, payable at maturity and is convertible into the Company's
Common Stock at a fixed conversion price of $0.50 per share.

ITEM 3. DEFAULTS UPON SENIOR SECURITIES

As of the date of this report, various promissory and convertible notes payable
in the aggregate principal amount of $502,500 have reached maturity and are in
default. The Company is currently seeking other alternative arrangements with
the holders of these obligations.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

None

ITEM 5. OTHER INFORMATION

None

ITEM 6. EXHIBITS

The following documents are filed as part of this report:

10.1     10% Convertible Promissory Note dated July 13, 2007, between the
         Company and the Phillip A Ward Trust.

31.1     Certification of our Chief Executive Officer and President, pursuant to
         Securities Exchange Act rules 13a-14(a) and 15d-14(a) as adopted
         pursuant to Section 302 of the Sarbanes Oxley Act of 2002.

31.2     Certification of our Chief Financial Officer and Chief Accounting
         Officer, pursuant to Securities Exchange Act rules 13a-14(a) and
         15d-14(a) as adopted pursuant to Section 302 of the Sarbanes Oxley Act
         of 2002.

32.1     Statement of our Chief Executive Officer under Section 906 of the
         Sarbanes-Oxley Act of 2002 (18 U.S.C. Section 1350)

32.2     Statement of our Chief Financial Officer and Chief Accounting Officer
         under Section 906 of the Sarbanes-Oxley Act of 2002 (18 U.S.C. Section
         1350)
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                                   SIGNATURES

In accordance with the requirements of the Exchange Act, the registrant caused
this report to be signed on its behalf by the undersigned, thereunto duly
authorized.

                              AETHLON MEDICAL, INC



Date: August 8, 2007

BY: /S/ JAMES A. JOYCE                  BY: /S/ JAMES W. DORST
    ---------------------------             ---------------------------------
    JAMES A. JOYCE                          JAMES W. DORST
    CHAIRMAN, PRESIDENT AND                 CHIEF FINANCIAL OFFICER AND CHIEF
    CHIEF EXECUTIVE OFFICER                 ACCOUNTING OFFICER
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EXHIBIT 10.1

THIS NOTE AND THE SHARES OF COMMON STOCK ISSUABLE UPON CONVERSION OF THE NOTE
HAVE NOT BEEN REGISTERED UNDER THE SECURITIES ACT OF 1933, AS AMENDED, OR ANY
APPLICABLE STATE SECURITIES LAWS. NEITHER THE NOTE NOR SUCH SHARES OF COMMON
STOCK MAY BE OFFERED FOR SALE, SOLD, TRANSFERRED, PLEDGED OR HYPOTHECATED
WITHOUT AN EFFECTIVE REGISTRATION STATEMENT UNDER THE SECURITIES ACT AND UNDER
ANY APPLICABLE STATE SECURITIES LAWS, OR AN OPINION OF COUNSEL, SATISFACTORY TO
THE COMPANY, THAT AN EXEMPTION FROM SUCH REGISTRATION IS AVAILABLE.

                              AETHLON MEDICAL, INC.
                              12% CONVERTIBLE NOTE
                                     $60,000

FOR VALUE RECEIVED, Aethlon Medical, Inc., a Nevada corporation (the "Company"),
promises to pay to Phillip A. Ward Trust (03/04/96), whose address is PO Box
3332, Rancho Santa Fe, California 92067, or registered assigns (the "Holder"),
the sum of Sixty-Thousand Dollars ($60,000) in lawful money of the United States
of America on or before the Maturity Date as defined herein, with all Interest
thereon as defined and specified herein.

Interest. This Note shall bear interest ("Interest") equal to twelve percent
(12%) per annum on the unpaid principal balance, computed on a three hundred
sixty (360)-day year, during the term of the Note. The Company shall pay all
Interest on or before the Maturity Date. In no event shall the rate of Interest
payable on this Note exceed the maximum rate of Interest permitted to be charged
under applicable law.

Payments. All payments under this Note shall first be credited against the
payment of accrued and unpaid Interest, if any, and the remainder shall be
credited against principal. All payments due hereunder shall be payable in legal
tender of the United States of America, and in same day funds delivered to
Holder by cashier's check, certified check, bank wire transfer or any other
means of guaranteed funds to the mailing address provided below, or at such
other place as the Holder shall designate in writing for such purpose from time
to time. If a payment under this Note otherwise would become due and payable on
a Saturday, Sunday or legal holiday (any other day being a "Business Day"), the
due date of the payment shall be extended to the next succeeding Business Day,
and Interest, if any, shall be payable thereon during such extension.

Pre-Payments and Maturity Date. This Note shall be due and payable in full,
including all accrued Interest thereon, on July 13, 2008 (the "Maturity Date").
At any time on or prior to the Maturity Date, the Company shall have the right
to prepay this Note, in whole or in part, in cash or in Common Stock at the
option of the Company, provided that on such prepayment date, the Company will
pay in respect of the redeemed Note cash equal to the face amount plus accrued
Interest on the Note (or portion thereof) redeemed. At any time after the
Maturity Date, the Company shall have the right to repay this Note, in whole or
in part, in cash or in Common Stock at the option of the Company. The Company
may prepay this Note at any time after issuance without penalty. Conversion of
Note

Conversion of Note/Conversion Price. This Note is convertible, at the option of
the Holder, into shares of the Company's Common Stock (the "Common Stock") at
any time after the Issue Date prior to the close of business on the Business Day
prior to the Maturity Date at the rate of $0.50 per share (the "Conversion
Price"), subject to adjustment as hereinafter provided. No fractional shares
will be issued. In lieu thereof, the Company will pay cash for fractional share
amounts equal to the fair market value of the Common Stock as quoted as the
closing bid price of the Common Stock on the date of conversion.

Adjustment Based Upon Stock Dividends, Combination of Shares or
Recapitalization. The Conversion Price shall be adjusted in the event that the
Company shall at any time (i) pay a stock dividend on the Common Stock; (ii)
subdivide its outstanding Common Stock into a greater number of shares; (iii)
combine its outstanding Common Stock into a smaller number of shares; (iv) issue
by reclassification of its Common Stock any other special capital stock of the
Company; or (v) distribute to all holders of Common Stock evidences of
indebtedness or assets (excluding cash dividends) or rights to subscribe for
Common Stock (other than those mentioned above). No adjustment of the Conversion
Price will be required until cumulative adjustments amount to One Dollar ($1.00)



per Note or more. Upon the occurrence of an event requiring adjustment of the
Conversion Price, and thereafter, the Holder, upon surrender of this Note for
conversion, shall be entitled to receive the number of shares of Common Stock or
other capital stock of the Company that the Holder would have owned or have been
entitled to receive after the happening of any of the events described above had
this Note been converted immediately prior to the happening of such event.

                                       1

Adjustment Based Upon Merger or Consolidation. In case of any consolidation or
merger to which the Company is a party (other than a merger in which the Company
is the surviving entity and which does not result in any reclassification of or
change in the outstanding Common Stock of the Company), or in case of any sale
or conveyance to another person, firm, or corporation of the property of the
Company as an entirety or substantially as an entirety, the Holder shall have
the right to convert this Note into the kind and amount of securities and
property (including cash) receivable upon such consolidation, merger, sale or
conveyance by the Holder of the number of shares of Common Stock into which such
Note might have been converted immediately prior thereto.

Exercise of Conversion Privilege.
The Conversion Privilege provided for in this Note shall be exercisable by the
Holder by written notice to the Company or its successor and the surrender of
this Note in exchange for the number of shares (or other securities and
property, including cash, in the event of an adjustment of the Conversion Price)
into which this Note is convertible based upon the Conversion Price.
The Holder's conversion right may be exercised at any time and from time to time
but prior to payment in full of the principal amount of the accrued interest on
this Note. Conversion rights will expire at the close of business on the
Business Day prior to the Maturity Date or redemption date of this Note.

The Holder may exercise the right to convert all or any portion of the principal
amount and accrued Interest on this Note by delivery of (i) this Note and (ii) a
completed Conversion Notice in the form attached as Exhibit C on a Business Day
to the Company's principal executive offices. Such conversion shall be deemed to
have been made immediately prior to the close of business on the Business Day of
such delivery a conversion notice (the "Conversion Date"), and the Holder shall
be treated for all purposes as the record holder of the shares of Common Stock
into which this Note is converted as of such date.

Upon conversion of the entire principal amount and accrued Interest of this Note
and the delivery of shares of Common Stock upon conversion of this Note, except
as otherwise provided in Paragraph 20, "Representations and Warranties to
Survive Closing," the Company shall be forever released from all of its
obligations and liabilities under this Note.

Corporate Status of Common Stock to be Issued. All Common Stock (or other
securities in the event of an adjustment of the Conversion Price) which may be
issued upon the conversion of this Note shall, upon issuance, be fully paid and
nonassessable.

Issuance of Certificate. Upon the conversion of this Note, the Company shall,
within five (5) Business Days of such conversion, issue to the Holder a
certificate or certificates representing the number of shares of the Common
Stock (or other securities in the event of an adjustment of the Conversion
Price) to which the conversion relates.

Status of Holder of Note. This Note shall not entitle the Holder to any voting
rights or other rights as a shareholder of the Company or to any rights
whatsoever except the rights herein expressed, and no dividends shall be payable
or accrue in respect of this Note or the securities issuable upon the conversion
hereof unless and until this Note shall be converted. Upon the conversion of
this Note, the Holder shall, to the extent permitted by law, be deemed to be the
holder of record of the shares of Common Stock issuable upon such conversion,
notwithstanding that the stock transfer books of the Company shall then be
closed or that the certificates representing such shares of Common Stock shall
not then be actually delivered.

Reserve of Shares of Common Stock. The Company shall reserve out of its



authorized shares of Common Stock, and other securities in the event of an
adjustment of the Conversion Price, a number of shares sufficient to enable it
to comply with its obligation to issue shares of Common Stock, and other
securities in the event of an adjustment of the Conversion Price, upon the
conversion of this Note.

Transfer Restrictions; Exemption from Registration.
The Holder agrees that (i) this Note and the shares of Common Stock issuable
upon conversion have not been registered under the Act and may not be sold or
transferred without registration under the Act or unless an exemption from such
registration is available; (ii) the Holder has acquired this Note and will
acquire the Common Stock for its own account for investment purposes only and
not with a view toward resale or distribution; and (iii) if a registration
statement that includes the Common Stock is not effective at the time Common
Stock is issued to Holder upon conversion under this Note, and the Common Stock
is not exempt from registration under Rule 144, then the Common Stock shall be
inscribed with the following legend:
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THE SECURITIES REPRESENTED BY THIS CERTIFICATE HAVE NOT BEEN REGISTERED UNDER
THE SECURITIES ACT OF 1933, AS AMENDED, OR APPLICABLE STATE SECURITIES LAWS. THE
SECURITIES HAVE BEEN ACQUIRED FOR INVESTMENT AND MAY NOT BE OFFERED FOR SALE,
SOLD, TRANSFERRED OR ASSIGNED IN THE ABSENCE OF AN EFFECTIVE REGISTRATION
STATEMENT FOR THE SECURITIES UNDER THE SECURITIES ACT OF 1933, AS AMENDED, OR
APPLICABLE STATE SECURITIES LAWS, OR AN OPINION OF HOLDER'S COUNSEL, IN A
CUSTOMARY FORM, THAT REGISTRATION IS NOT REQUIRED UNDER SAID ACT OR APPLICABLE
STATE SECURITIES LAWS OR UNLESS SOLD PURSUANT TO RULE 144 UNDER SAID ACT.

If an opinion of counsel of Holder provides that registration is not required
for the proposed conversion or transfer of this Note or the proposed transfer of
the shares of Common Stock issuable upon conversion and that the proposed
conversion or transfer in the absence of registration would require the Company
to take any action including executing and filing forms or other documents with
the Securities and Exchange Commission (the "SEC") or any state securities
agency, or delivering to the Holder any form or document in order to establish
the right of the Holder to effectuate the proposed conversion or transfer, the
Company agrees promptly, at its expense, to take any such action; and provided,
further, that the Company will reimburse the Holder in full for any expenses
(including but not limited to the fees and disbursements of such counsel, but
excluding brokers' commissions) incurred by the Holder or owner of shares of
Common Stock on his, her or its behalf in connection with such conversion or
transfer of the Note or transfer of the shares of Common Stock.

Piggy-Back Registration Rights
The Purchaser shall have certain "piggy-back" registration rights as follows:

If at any time after the issuance of the Registrable Securities, the Company
shall file with the SEC a registration statement under the Act registering any
shares of equity securities and which could also include for registration the
Registrable Securities without additional undue expense in the reasonable
discretion of the Company, the Company shall give written notice to Purchaser
prior to such filing.

Within 20 calendar days after such notice from the Company, Purchaser shall give
written notice to the Company whether or not Purchaser desires to have all of
Purchaser's Registrable Securities included in the registration statement. If
any Purchaser fails to give such notice within such period, Purchaser shall not
have the right to have Purchaser's Registrable Securities registered pursuant to
such registration statement. If Purchaser gives such notice, then the Company
shall include Purchaser's Registrable Securities in the registration statement,
at Company's sole cost and expense, subject to the remaining terms of this
Section 5.

If the registration statement relates to an underwritten offering, and the
underwriter shall determine in writing that the total number of shares of equity
securities to be included in the offering, including the Registrable Securities,
shall exceed the amount which the underwriter deems to be appropriate for the
offering, the number of shares of the Registrable Securities shall be reduced in



the same proportion as the remainder of the shares in the offering and
Purchaser's Registrable Securities included in such registration statement will
be reduced proportionately. For this purpose, if other securities in the
registration statement are derivative securities, their underlying shares shall
be included in the computation. Purchaser shall enter into such agreements as
may be reasonably required by the underwriters and Purchaser shall pay the
underwriters commissions relating to the sale of its Registrable Securities.

The Purchaser shall have an unlimited number of opportunities to have the
Registrable Securities registered under this Section 8 provided that the Company
shall not be required to register any Registrable Security or keep any
Registration Statement effective beyond such period required under Section 8 of
this Agreement.

         The Purchaser shall furnish in writing to the Company such information
as the Company shall reasonably require in connection with a registration
statement. Rule 144.

         If the Company (a) has or registers a class of securities under Section
12 of the Securities Exchange Act of 1934, as amended (the "Exchange Act") or
(b) has or commences to file reports under Section 13 or 15(d) of the Exchange
Act, then, at the request of any Holder who proposes to sell securities in
compliance with Rule 144 of the SEC, the Company will (i) forthwith furnish to
such holder a written statement of compliance with the filing requirements of
the SEC as set forth in Rule 144, as such rules may be amended from time to time
and (ii) make available to the public and such Holder such information and take
such other action as is requested by the Holder to enable the Holder to make
sales pursuant to Rule 144.
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Default. The Company shall perform its obligations and covenants hereunder and
in each and every other agreement between the Company and Holder pertaining to
the Indebtedness evidenced hereby. The following provisions shall apply upon
failure of the Company so to perform.

Event of Default. Any of the following events shall constitute an "Event of
Default" hereunder: Failure by the Company to pay principal of any of the Notes
when due and payable on the Maturity Date; Failure of the Company to pay
Interest when due hereunder, which failure continues for a period of thirty (30)
days after the due date of the amount involved; or

The entry of an order for relief under Federal Bankruptcy Code as to the Company
or entry of any order appointing a receiver or trustee for the Company or
approving a petition in reorganization or other similar relief under bankruptcy
or similar laws in the United States of America or any other competent
jurisdiction, and if such order, if involuntary, is not satisfied or withdrawn
within sixty (60) days after entry thereof; or the filing of a petition by the
Company seeking any of the foregoing, or consenting thereto; or the filing of a
petition to take advantage of any debtor's act; or making a general assignment
for the benefit of creditors; or admitting in writing inability to pay debts as
they mature.

Acceleration. Upon any Event of Default (in addition to any other rights or
remedies provided for under this Note), at the option of the Holder, all sums
evidenced hereby, including all principal, Interest, fees and all other amounts
due hereunder, shall become immediately due and payable.

Notice by Company. Upon the happening of any Event of Default specified in this
paragraph that is not cured within the respective periods prescribed above, the
Company will give prompt written notice thereof to the Holder of this Note.
No Waiver. Failure of the Holder to exercise any option hereunder shall not
constitute a waiver of the right to exercise the same in the event of any
subsequent Event of Default, or in the event of continuance of any existing
Event of Default after demand or performance thereof.

Default Interest. Default Interest will accrue on an unpaid principal or
Interest due hereunder at the rate of fifteen percent (15%) per annum upon the
occurrence of any Event of Default until the Event of Default is cured. Pursuit



of any Remedy. Holder may not pursue any remedy under the Note unless (i) the
Company shall have received written notice of a continuing Event of Default from
the Holder and (ii) the Company shall have received a request from Holder to
pursue such remedy.

Assignment, Transfer or Loss of the Note.
No Holder of this Note may assign, transfer, hypothecate or sell all or any part
of this Note or in any way alienate or encumber the Note without the express
written consent of the Company, the granting or denial of which shall be within
the absolute discretion of the Company. Any attempt to effect such transfer
without the consent of the Company shall be null and void. The Company has not
registered this Note under the Act or the applicable securities laws of any
state in reliance on exemptions from registration. Such exemptions depend upon
the investment intent of the Holder at the time he acquires his Note. The Holder
is acquiring this Note for his own account for investment purposes only and not
with a view toward distribution or resale of such Note within the meaning of the
Act and the applicable securities laws of any state. The Company shall be under
no duty to register the Note or to comply with an exemption in connection with
the sale, transfer or other disposition under the applicable laws and
regulations of the Act or the applicable securities laws of any state. The
Company may require the Holder to provide, at his expense, an opinion of counsel
satisfactory to the Company to the effect that any proposed transfer or other
assignment of the Note will not result in a violation of the applicable federal
or state securities laws or any other applicable federal or state laws or
regulations. All expenses, including reasonable legal fees incurred by the
Company in connection with any permitted transfer, assignment or pledge of this
Note will be paid by the Holder requesting such transfer, assignment or pledge.

Upon receipt of evidence reasonably satisfactory to the Company of the loss,
theft, destruction or mutilation of any Note and, in the case of any such loss,
theft or destruction of any Note, upon delivery of an indemnity bond in such
reasonable amount as the Company may determine (or, in the case of any Note held
by the original Noteholder, of an indemnity agreement reasonably satisfactory to
the Company), or, in the case of any such mutilation, upon the surrender of such
Note to the Company at is principal office for cancellation, the Company at its
expense will execute and deliver, in lieu thereof, a new Note of like tenor,
dated the date to which interest hereunder shall have been paid on such lost,
stolen, destroyed or mutilated Note.
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Notices. All notices provided for herein shall be validly given if in writing
and delivered personally or sent by certified mail, postage prepaid, to the
office of the Company or such other address as the Company may from time to time
designate in writing sent by certified mail, postage prepaid, to the Holder at
his address set forth below or such other address as the Holder may from time to
time designate in writing to the Company by certified mail, postage prepaid.

Usury. All Interest, Default Interest, fees, charges, goods, things in action or
any other sums or things of value, or other contractual obligations
(collectively, the "Additional Sums") paid by the Company hereunder, whether
pursuant to this Note or otherwise, with respect to the Indebtedness evidenced
hereby, or any other document or instrument in any way pertaining to the
Indebtedness, which, under the laws of the State of California may be deemed to
be Interest with respect to such loan or Indebtedness, shall, for the purpose of
any laws of the State of California, which may limit the maximum amount of
Interest to be charged with respect to such loan or Indebtedness, be payable by
the Company as, and shall be deemed to be, Interest and for such purposes only,
the agreed upon and contracted rate of Interest shall be deemed to be increased
by the Additional Sums. Notwithstanding any provision of this Note to the
contrary, the total liability for payments in the nature of Interest under this
Note shall not exceed the limits imposed by applicable law. The Company shall
not assert a claim, and shall actively resist any attempts to compel it to
assert a claim, respecting a benefit under any present or future usury laws
against any Holder of this Note.

Binding Effect. This Note shall be binding upon the parties hereto and their
respective heirs, executors, administrators, representatives, successors and
permitted assigns.



Collection Fees. Except as otherwise provided herein, the Company shall pay all
costs of collection, including reasonable attorneys' fees and all costs of suit
and preparation for such suit (and whether at trial or appellate level), in the
event the unpaid principal amount of this Note, or any payment of Interest is
not paid when due, or in the event Holder is made party to any litigation
because of the existence of the Indebtedness evidenced by this Note, or if at
any time Holder should incur any attorneys' fees in any proceeding under the
Federal Bankruptcy Code (or other similar laws for the protection of debtors
generally) in order to collect any Indebtedness hereunder or to preserve,
protect or realize upon any security for, or guarantee or surety of, such
Indebtedness whether suit be brought or not, and whether through courts of
original jurisdiction, as well as in courts of appellate jurisdiction, or
through a bankruptcy court or other legal proceedings.

Construction. This Note shall be governed as to its validity, interpretation,
construction, effect and in all other respects by and in accordance with the
laws and interpretations thereof of the State of California. Unless the context
otherwise requires, the use of terms in singular and masculine form shall
include in all instances singular and plural number and masculine, feminine and
neuter gender.

Severability. In the event any one or more of the provisions contained in this
Note or any future amendment hereto shall for any reason be held to be invalid,
illegal or unenforceable in any respect, such invalidity, illegality or
unenforceability shall not affect any other provision of this Note or such other
agreement, and in lieu of each such invalid, illegal or unenforceable provision
there shall be added automatically as a part of this Note a provision as similar
in terms to such invalid, illegal or unenforceable provision as may be possible
and be valid, legal and enforceable.

Entire Agreement. This Note Agreement represents the entire agreement and
understanding between the parties concerning the subject matter hereof and
supersede all prior and contemporaneous agreements, understandings,
representations and warranties with respect thereto.

Governing Law; Jurisdiction; Jury Trial. The corporate laws of the State of
Nevada shall govern all issues concerning the relative rights of the Company and
its shareholders. All other questions concerning the construction, validity,
enforcement and interpretation of this Note shall be governed by the internal
laws of the State of California, without giving effect to any choice of law or
conflict of law provision or rule (whether of the State of California or any
other jurisdictions) that would cause the application of the laws of any
jurisdictions other than the State of California. Each party hereby irrevocably
submits to the exclusive jurisdiction of the state and federal courts sitting in
the City of San Diego for the adjudication of any dispute hereunder or in
connection herewith or therewith, or with any transaction contemplated hereby or
discussed herein, or in any manner arising in connection with or related to the
transactions contemplated hereby or involving the parties hereto whether at law
or equity and under any contract, tort or any other claim whatsoever and hereby
irrevocably waives, and agrees not to assert in any suit, action or proceeding,
any claim that it is not personally subject to the jurisdiction of any such
court, that such suit, action or proceeding is brought in an inconvenient forum
or that the venue of such suit, action or proceeding is improper. Each party
hereby irrevocably waives personal service of process and consents to process
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being served in any such suit, action or proceeding by mailing or faxing a copy
thereof to such party at the address for such notices as listed in this Note and
agrees that such service shall constitute good and sufficient service of process
and notice thereof. Nothing contained herein shall be deemed to limit in any way
any right to serve process in any manner permitted by law. EACH PARTY HEREBY
IRREVOCABLY WAIVES ANY RIGHT IT MAY HAVE, AND AGREES NOT TO REQUEST, A JURY
TRIAL FOR THE ADJUDICATION OF ANY DISPUTE HEREUNDER OR IN CONNECTION HEREWITH OR
ARISING OUT OF THIS NOTE OR ANY TRANSACTION CONTEMPLATED HEREBY.

Representations and Warranties to Survive Closing. All representations,
warranties and covenants contained herein shall survive the execution and



delivery of this Note and the issuance of any Conversion Shares upon the
conversion hereof.

Headings. The headings used in this Note are used for convenience only and are
not to be considered in construing or interpreting this Note.

Definitions.

"Affiliate" of any specified Person means any other Person directly or
indirectly controlling or controlled by or under direct or indirect common
control with such specified Person. For the purposes of this definition,
"control" when used with respect to any specified Person means the power to
direct the management and policies of such Person directly or indirectly,
whether through the ownership of Voting Stock, by contract or otherwise; and the
terms "controlling" and "controlled" have meanings correlative to the foregoing.

"Board of Directors" means, with respect to any Person, the Board of Directors
of such Person or any committee of the Board of Directors of such Person duly
authorized to act on behalf of the Board of Directors of such Person.

"Capital Stock" means, with respect to any Person, any and all shares,
interests, equity participations or other equivalents (however designated) of
corporate stock or partnership interests and any and all warrants, options and
rights with respect thereto (whether or not currently exercisable), including
each class of common stock and preferred stock of such Person.

"GAAP" means generally accepted accounting principles as in effect in the United
States of America as of the Issue Date.

"Holder" means a Person in whose name a Note is registered on the Company's
books.
"Indebtedness" means, without duplication, with respect to any Person, (a) all
obligations of such Person (i) in respect of borrowed money (whether or not the
recourse of the lender is to the whole of the assets of such person or only to a
portion thereof); (ii) evidenced by bonds, notes, debentures or similar
instruments; (iii) representing the balance deferred and unpaid of the purchase
price of any property or services (other than accounts payable or other
obligations arising in the ordinary course of business); (iv) evidenced by
bankers' acceptances or similar instruments issued or accepted by banks, (v) for
the payment of money relating to a capitalized lease obligation under GAAP; or
(vi) evidenced by a letter of credit or a reimbursement obligation of such
Person with respect to any letter of credit; (b) all net obligations of such
Person under interest rate swap obligations and foreign currency hedges; (c) all
liabilities of others of the kind described in the preceding clauses (a) or (b)
that such Person has guaranteed or that are otherwise its legal liability; (d)
Indebtedness (as otherwise defined in this definition) of another Person secured
by lien on any asset of such Person, whether or not such Indebtedness is assumed
by such Person, the amount of such obligations being deemed to be the lesser of
(1) the full amount of such obligations so secured, and (2) the fair market
value of such asset, as determined in good faith by the Board of Directors of
such Person, which determination shall be evidenced by a board resolution; and
(e) any and all deferrals, renewals, extensions, refinancings and refundings
(whether direct or indirect) of, or amendments, modifications or supplements to,
any liability of the kind described in any of the preceding clauses (a), (b),
(c), (d) or this clause (e), whether or not between or among the same parties.

"Issue Date" means the date on which the Note is originally issued.

"Maturity Date" means July 13, 2008.
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"Person" means any individual, corporation, partnership, joint venture, trust,
estate, unincorporated organization or government or any agency or political
subdivision thereof. A "subsidiary" of any Person means (i) a corporation a
majority of whose Voting Stock is at the time, directly or indirectly, owned by
such Person, by one or more subsidiaries of such Person or by such Person and
one or more subsidiaries of such Person, (ii) a partnership in which such Person
or a subsidiary of such Person is, at the date of determination, a general or



limited partner of such partnership, but only if such Person or its subsidiary
is entitled to receive more than fifty percent (50%) of the assets of such
partnership upon its dissolution, or (iii) any other Person (other than a
corporation or partnership) in which such Person, directly or indirectly, at the
date of determination thereof, has (x) at least a majority ownership interest or
(y) the power to elect or direct the election of a majority of directors or
other governing body of such Person.

"Subsidiary" means any subsidiary of the Company.

"Voting Stock" means, with respect to any Person, securities of any class or
classes of Capital Stock in such Person entitling the holders thereof, whether
at all times or only so long as no senior class of stock has voting power by
reason of any contingency to vote in the election of members of the Board of
Directors or other governing body of such Person.

Miscellaneous. Except as otherwise provided herein, the Company waives demand,
diligence, presentment for payment and protest, notice of extension, dishonor,
maturity and protest. Time is of the essence with respect to the performance of
each and every covenant, condition, term and provision hereof.

IN WITNESS WHEREOF, this Note has been issued on the thirteenth day of July
2007.

AETHLON MEDICAL, INC.

By:  /s/ James W. Dorst
     ---------------------------------------
     James W. Dorst
     Chief Financial Officer
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EXHIBIT 31.1

CERTIFICATION

I, James Joyce, certify that:

1. I have reviewed this report on Form 10-QSB of Aethlon Medical, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a
material fact or omit to state a material fact necessary to make the statements
made, in light of the circumstances under which such statements were made, not
misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial
information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as
of, and for, the periods presented in this report.

4. The registrant's other certifying officers and I are responsible for
establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) for the 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) 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

         c) 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 officers 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 registrant's board of directors
(or persons performing the equivalent functions):

         a) all significant deficiencies and material weaknesses in the design
or operation of internal control over financial reporting which are reasonably
likely to adversely affect the registrant's ability to record, process,
summarize and report financial information; and

         b) any fraud, whether or not material, that involves management or
other employees who have a significant role in the registrant's internal control
over financial reporting.

Date: August 8, 2007

                                             /s/ James A. Joyce
                                             -----------------------------------
                                             James A. Joyce
                                             Chief Executive Officer



EXHIBIT 31.2

CERTIFICATION

I, James W. Dorst, certify that:

1. I have reviewed this report on Form 10-QSB of Aethlon Medical, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a
material fact or omit to state a material fact necessary to make the statements
made, in light of the circumstances under which such statements were made, not
misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial
information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as
of, and for, the periods presented in this report.

4. The registrant's other certifying officers and I are responsible for
establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) for the 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) 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

         c) 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 officers 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 registrant's board of directors
(or persons performing the equivalent functions):

         a) all significant deficiencies and material weaknesses in the design
or operation of internal control over financial reporting which are reasonably
likely to adversely affect the registrant's ability to record, process,
summarize and report financial information; and

         b) any fraud, whether or not material, that involves management or
other employees who have a significant role in the registrant's internal control
over financial reporting.

Date: August 8, 2007
                                             /s/ James W. Dorst
                                             -----------------------------------
                                             James W. Dorst
                                             Chief Financial Officer and
                                             Chief Accounting Officer



EXHIBIT 32.1

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

In connection with the Aethlon Medical, Inc. Quarterly Report on Form 10-QSB for
the quarter ended June 30, 2007 as filed with the Securities and Exchange
Commission on the date hereof, I, James A. Joyce, Chief Executive Officer of the
Company, certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002, that, to the best of my
knowledge:

1. Such quarterly report fully complies with the requirements of Section 13(a)
or 15(d) of the Securities Exchange Act of 1934, as amended, and

2. The information contained in such Quarterly Report on Form 10-QSB fairly
presents, in all material respects, the financial condition and results of
operations of Aethlon Medical, Inc.

Date: August 8, 2007

By: /s/ James A. Joyce
    -----------------------
    James A. Joyce
    Chief Executive Officer

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



EXHIBIT 32.2

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

In connection with the Aethlon Medical, Inc. Quarterly Report on Form 10-QSB for
the quarter ended June 30, 2007 as filed with the Securities and Exchange
Commission on the date hereof, I, James W. Dorst, Chief Financial Officer and
Chief Accounting Officer of the Company, certify, pursuant to 18 U.S.C. Section
1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002,
that, to the best of my knowledge:

1. Such quarterly report fully complies with the requirements of Section 13(a)
or 15(d) of the Securities Exchange Act of 1934, as amended, and

2. The information contained in such Quarterly Report on Form 10-QSB fairly
presents, in all material respects, the financial condition and results of
operations of Aethlon Medical, Inc.

Date: August 8, 2007

By: /s/ James W. Dorst
    -----------------------
    James W. Dorst
    Chief Financial Officer and Chief Accounting Officer

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


