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PROSPECTUS

MAY 7, 2007

MEDASORB TECHNOLOGIES CORPORATION

9,312,273 Shares of Common Stock

This prospectus relates to the sale of up to 9,312,273 shares of our Common Stock by some of our stockholders. The
shares offered by this prospectus include:

·     5,109,531 shares issuable to the selling stockholders upon the conversion of currently outstanding shares of our
Series A Preferred Stock;

·     1,762,788 shares issuable to the selling stockholders upon the conversion of shares of Series A Preferred Stock
that may be issued to the selling stockholders as dividends; and

·     2,439,954 shares issuable to the selling stockholders upon the exercise of warrants.

For a list of the selling stockholders, please see “Selling Stockholders.” We are not selling any shares of Common Stock
in this offering and therefore will not receive any proceeds from this offering. We may, however, receive proceeds
upon the exercise of the warrants registered for sale hereunder in the event that such warrants are exercised. All costs
associated with this registration will be borne by us.

These shares may be sold by the selling stockholders from time to time in the over-the-counter market or other
national securities exchange or automated interdealer quotation system on which our Common Stock is then listed or
quoted, through negotiated transactions or otherwise at market prices prevailing at the time of sale or at negotiated
prices.

Our Common Stock currently trades in the over-the-counter market and is quoted on the OTC Bulletin Board under
the symbol “MSBT.” On May 7, 2007, the last reported sale price of our Common Stock was $1.10 per share.

Investing in our Common Stock involves a high degree of risks. Please refer to the “Risk Factors” beginning on
page 5.

Neither the Securities and Exchange Commission nor any state securities commission has approved or
disapproved of these securities, or determined if this prospectus is truthful or complete. Any representation to
the contrary is a criminal offense.

The date of this prospectus is May 7, 2007.
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PROSPECTUS SUMMARY

This summary highlights selected information from this prospectus and may not contain all of the information that is
important to an investor. We encourage you to read this entire prospectus, including our consolidated financial
statements and the notes to our consolidated financial statements completely and carefully before deciding whether to
invest in our Common Stock. You should also review the other available information referred to in the section entitled
“Where You Can Find More Information” on page 51.

Summary of our Business

We are a medical device company that is currently in the development stage, headquartered in Monmouth Junction,
New Jersey (near Princeton). We have developed and will seek to commercialize a blood purification technology that
we believe will be able to efficiently remove middle molecular weight toxins from circulating blood. We will be
required to obtain required approvals from the United States Food and Drug Administration before we can sell our
products. In December 2006, we submitted a proposed pilot study for approval to the FDA with respect to CytoSorb™ ,
the first device we intend to bring to market. If we obtain FDA approval, we anticipate commencing clinical studies
for CytoSorb™ by the third quarter of 2007. If these studies are successful and we obtain FDA approval to proceed with
our follow-up pivotal study, we anticipate that we will be able to begin sales of CytoSorb™ by mid-to-late 2009, at the
earliest, assuming a successful pivotal study. However, there can be no assurance we will ever obtain FDA approval
for CytoSorb™ or any other device.

We have developed two products, CytoSorb™ and BetaSorb™ utilizing our adsorbent polymer technology. These products
are known medically as hemoperfusion devices. During hemoperfusion, blood is removed from the body via a catheter
or other blood access device, perfused through a filter medium where toxic compounds are removed, and returned to
the body.

We intend to initially focus our efforts on the commercialization of our CytoSorb™ product, which we believe will
provide a relatively faster regulatory pathway to market. The first indication for CytoSorb™ will be in the treatment of
sepsis (bacterial infection of the blood), which causes systematic inflammatory response syndrome. CytoSorb™ has
been designed to prevent or reduce the accumulation of high concentrates of cytokines in the bloodstream associated
with sepsis. It is intended for short term use as an adjunctive device to the standard treatment of sepsis.

The CytoSorb™ device consists of a cylinder containing the adsorbent polymer beads. The cylinder incorporates
industry standard connectors at either end of the device which connect directly to an extra-corporeal circuit
(bloodlines) on a stand alone basis. The extra-corporeal circuit consists of plastic tubing through which the blood
flows, our CytoSorb™ cartridge containing adsorbent polymer beads, pressure monitoring gauges, and a blood pump to
maintain blood flow. The patient’s blood is accessed through a catheter inserted into his or her veins. The catheter is
connected to the extra-corporeal circuit and the blood pump draws blood from the patient, pumps it through the
cartridge and returns it back to the patient in a closed loop system. As blood passes over the polymer beads in the
cylinder, toxins (cytokines) are adsorbed from the blood.

To date, we have manufactured the CytoSorb™ device on a limited basis for testing purposes, including for use in
clinical studies. We believe that current state of the art blood purification technology (such as dialysis) is incapable of
effectively clearing the toxins intended to be adsorbed by our CytoSorb™ device.

Following the sepsis indication, we intend to continue our research in other acute conditions where CytoSorb™ has
indicated potential in preliminary studies to prevent or reduce the accumulation of cytokines in the bloodstream. These
conditions include the prevention of post-operative complications of cardiac surgery (cardiopulmonary bypass
surgery) and damage to organs donated for transplant prior to organ harvest. We are also exploring the potential
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benefits the CytoSorb™ device may have in removing drugs from blood in situations such as patient overdoses.

Previous studies using our BetaSorb™ device in patients with chronic kidney failure have provided valuable data which
we will use in conducting clinical studies using our CytoSorb™ device. However, limited studies have been conducted
using our CytoSorb™ device to date and no assurance can be given that our proposed CytoSorb™ product will work as
intended or that we will be able to obtain FDA approval to sell CytoSorb™. Even if we ultimately obtain FDA approval,
because we can not control the timing of FDA responses to our submissions, there can be no assurance as to when
such approval will be obtained.

1
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Our BetaSorb™ device is intended to remove beta2-microglobulin from the blood of patients suffering from chronic
kidney failure who rely on long term dialysis therapy to sustain their life. BetaSorb™ utilizes an absorbent polymer
packed into an identically shaped and constructed cylinder as utilized for our CytoSorb™ product, although the
polymers used in the two devices are physically different. The BetaSorb™ device also incorporates industry standard
connectors at either end of the device which connect directly into the extra-corporeal circuit (bloodlines) in series with
a dialyser. To date, we have manufactured the BetaSorb™ device on a limited basis for testing purposes, including for
use in clinical studies.

We had initially identified end stage renal disease (ESRD) as the target market for our polymer-based adsorbent
technology. However, during the development of BetaSorb™, we identified several applications for our adsorbent
technology in the treatment of critical care patients. As a result, we shifted our priorities to pursue critical care
applications (such as for the treatment of sepsis) for our technology given that BetaSorb’s™ potential for usage in
chronic conditions such as end stage renal disease is anticipated to have a longer and more complex regulatory
pathway. We currently intend to pursue our BetaSorb™ product after the commercialization of the CytoSorb™ product. At
such time as we determine to proceed with our proposed BetaSorb™ product, if ever, we will need to conduct additional
clinical studies using the BetaSorb™ device and obtain FDA approval.

To date, we have conducted clinical studies using our BetaSorb™ device in patients with chronic kidney failure, which
have provided valuable data which underpin the development of the critical care applications for our technology. The
BetaSorb™ device has been used in a total of three human pilot studies, involving 20 patients, in the U.S. and Europe.
The studies included approximately 345 treatments, with some patients using the device for up to 24 weeks (in
multiple treatment sessions lasting up to four hours, three times per week) in connection with the application of our
products to patients suffering from chronic kidney failure. The BetaSorb™ device design was also tested on a single
patient with bacterial sepsis, producing results that our management has found encouraging and consistent with our
belief that our device design is appropriate for a more extensive sepsis study. In addition, CytoSorb’s™ ability to interact
safely with blood (hemocompatibility) has been demonstrated through ISO 10993 testing. The studies we have done to
date were not done in conjunction with obtaining FDA approval for the use of our CytoSorb™ device, the first device
we intend to bring to market.

We have not generated any revenue to date. We have incurred losses in each of our fiscal years and expect these losses
to continue for the foreseeable future. We will need to raise significant additional funds to conduct clinical studies and
obtain regulatory approvals to commercialize our products. No assurance can be given that we will ever successfully
commercialize any products.

The Company

We were incorporated in Nevada on April 25, 2002 as Gilder Enterprises, Inc. and were originally engaged in the
business of installing and operating computer networks that provided high-speed access to the Internet. On June 30,
2006, we disposed of our original business, and pursuant to an Agreement and Plan of Merger, acquired all of the
stock of MedaSorb Technologies, Inc. in a merger, and its business became our business. Following the merger, in
August 2006, we changed our name to MedaSorb Technologies Corporation.

Our executive offices are located at 7 Deer Park Drive, Suite K, Monmouth Junction, New Jersey 08852. Our
telephone number is (732) 329-8885.

2
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THE OFFERING

Securities Offered by Selling
Stockholders

9,312,273 shares  of  Common Stock,  including
5,109,531 shares issuable upon conversion of currently
outstanding shares of Series A Preferred Stock;
1,762,788 shares issuable upon conversion of shares of
Series A Preferred Stock that  may be issued as
dividends; and 2,439,954 shares issuable to the selling
stockholders upon the exercise of warrants.

Offering Price Determined at the time of sale by the selling
stockholders.

Use of Proceeds We will not receive any proceeds from the sale of the
shares of Common Stock by the selling stockholders.
We intend to use the proceeds from the exercise of
outstanding warrants, if any, for general corporate
purposes.

Shares of Common Stock outstanding
before the offering 24,628,274 shares.

Risk Factors An investment in MedaSorb involves significant risks
and uncertainties. See “Risk Factors,” beginning on page
4.

3
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RISK FACTORS

An investment in our Common Stock involves a high degree of risk. You should carefully consider the risks described
below before deciding to purchase shares of our Common Stock. If any of the events, contingencies, circumstances or
conditions described in the risks below actually occur, our business, financial condition or results of operations could
be seriously harmed. The trading price of our Common Stock could, in turn, decline and you could lose all or part of
your investment.

RISKS RELATED TO OUR INDUSTRY AND OUR BUSINESS

We currently have no commercial operations and there can be no assurance that we will be successful in
developing commercial operations.

We are a development stage company and have been engaged primarily in research and development activities and
have not generated any revenues to date. There can be no assurance that we will be able to successfully manage the
transition to a commercial enterprise. Potential investors should be aware of the problems, delays, expenses and
difficulties frequently encountered by an enterprise in the early stage of development, which include unanticipated
problems relating to development of proposed products, testing, regulatory compliance, manufacturing, competition,
marketing problems and additional costs and expenses that may exceed current estimates. Our proposed products will
require significant additional research and testing, and we will need to overcome significant regulatory burdens prior
to commercialization. We will also need to raise significant additional funds to complete clinical studies and obtain
regulatory approvals before we can begin selling our products. There can be no assurance that after the expenditure of
substantial funds and efforts, we will successfully develop and commercialize any products, generate any revenues or
ever achieve and maintain a substantial level of sales of our products.

We have a history of losses and expect to incur substantial future losses, and the report of our auditor on our
consolidated financial statements expresses substantial doubt about our ability to continue as a going concern.

We have experienced substantial operating losses since inception. As of December 31, 2006, we had an accumulated
deficit of $67,426,583 which included losses from operations of $7,671,580 for the year ended December 31, 2006
and $3,665,596 for the year ended December 31, 2005. Due to these losses, our audited consolidated financial
statements have been prepared assuming we will continue as a going concern, and the auditors’ report on those
financial statements express substantial doubt about our ability to continue as a going concern. Our losses have
resulted principally from costs incurred in the research and development of our polymer technology and general and
administrative expenses. Because our predecessor was a limited liability company until December 2005, substantially
all of these losses were allocated to that company’s members and will not be available for tax purposes to us in future
periods. We intend to conduct significant additional research, development, and clinical study activities which,
together with expenses incurred for the establishment of manufacturing arrangements and a marketing and distribution
presence and other general and administrative expenses, are expected to result in continuing operating losses for the
foreseeable future. The amount of future losses and when, if ever, we will achieve profitability are uncertain. Our
ability to achieve profitability will depend, among other things, on successfully completing the development of our
technology and commercial products, obtaining the requisite regulatory approvals, establishing manufacturing and
sales and marketing arrangements with third parties, and raising sufficient funds to finance our activities. No
assurance can be given that our product development efforts will be successful, that required regulatory approvals will
be obtained, that any of our products will be manufactured at a competitive cost and will be of acceptable quality, or
that the we will be able to achieve profitability or that profitability, if achieved, can be sustained.

We may have difficulty raising needed capital in the future because of our limited operating history and business
risks associated with us.
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We generate no revenues from our proposed products or otherwise, and have expended and will continue to expend
substantial funds in the research, development and clinical and pre-clinical studies of our polymer products. Following
the June 30, 2006 merger, we completed a private placement of securities raising gross proceeds of $5.3 million. We
anticipate that the net proceeds of the private placement will only be sufficient to fund our operations through the
fourth quarter of 2007, following which we will need additional financing before we can complete the clinical studies
and commercialization of our proposed products. However, there can be no assurance that financing will be available
on acceptable terms or at all. Our future capital requirements will depend upon many factors, including, but not
limited to, continued progress in our research and development activities, costs and timing of conducting clinical
studies and seeking regulatory approvals and patent prosecutions, competing technological and market developments,
and our ability to establish collaborative relationships with third parties. If adequate funds are unavailable, we may
have to delay, reduce the scope of or eliminate one or more of our research or development programs or product
launches or marketing efforts or cease operations.

4
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Our long-term capital requirements are expected to depend on many factors, including:

·  continued progress and cost of our research and development programs;

·  progress with pre-clinical studies and clinical studies;

·  the time and costs involved in obtaining regulatory clearance;

·  costs involved in preparing, filing, prosecuting, maintaining, defending and enforcing patent claims;

·  costs of developing sales, marketing and distribution channels;

·  market acceptance of our products; and

·  costs for training physicians and other health care personnel.

In addition, in the event that additional funds are obtained through arrangements with collaborative partners or other
sources, we may have to relinquish economic and/or proprietary rights to some of our technologies or products under
development that we would otherwise seek to develop or commercialize by ourself.

We depend upon key personnel who may terminate their employment with us at any time.

We currently have only eight employees. Our success will depend to a significant degree upon the continued services
of our key management and advisors, including, Al Kraus, our Chief Executive Officer; Dr. James Winchester, our
Chief Medical Officer, who is employed by us on a part time basis; David Lamadrid, our Chief Financial Officer; and
Vincent Capponi, our Chief Operating Officer. These individuals, other than Mr. Kraus, whose employment
agreement terminates in July 2008, do not have long-term employment agreements, and there can be no assurance that
they will continue to provide services to us. In addition, our success will depend on our ability to attract and retain
other highly skilled personnel. We may be unable to recruit such personnel on a timely basis, if at all. Management
and other employees may voluntarily terminate their employment with us at any time. The loss of services of key
personnel, or the inability to attract and retain additional qualified personnel, could result in delays in development or
approval of our products, loss of sales and diversion of management resources.

Our Chief Medical Officer’s primary employment is with another employer

Dr. James Winchester, our Chief Medical Officer, serves as the Chief of Beth Israel Medical Center’s Nephrology
division. Although the time Dr. Winchester provides to us varies from time to time, it is generally in the range of
one-half day to one full day per week. Because Dr. Winchester’s primary employment is with Beth Israel Medical
Center, Dr. Winchester may not always be available to provide us with his services when needed by us in a timely
manner.

Acceptance of our medical devices in the marketplace is uncertain, and failure to achieve market acceptance will
prevent or delay our ability to generate revenues.

Our future financial performance will depend, at least in part, upon the introduction and customer acceptance of our
polymer products. Even if approved for marketing by the necessary regulatory authorities, our products may not
achieve market acceptance. The degree of market acceptance will depend upon a number of factors, including:

·  the receipt of regulatory clearance of marketing claims for the uses that we are developing;
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·  the establishment and demonstration of the advantages, safety and efficacy of the our polymer technology;

·  pricing and reimbursement policies of government and third-party payers such as insurance companies, health
maintenance organizations and other health plan administrators;

·  our ability to attract corporate partners, including medical device companies, to assist in commercializing our
products; and

·  our ability to market our products.

Physicians, patients, payers or the medical community in general may be unwilling to accept, utilize or recommend
any of our products. If we are unable to obtain regulatory approval or commercialize and market our products when
planned, we may not achieve any market acceptance or generate revenue.

We may face litigation from third parties claiming that our products infringe on their intellectual property rights,
or seek to challenge the validity of our patents.

Our future success is also dependent on the strength of our intellectual property, trade secrets and know-how, which
have been developed from years of research and development. In addition to the “Purolite” litigation discussed below
which we’ve recently settled, we may be exposed to additional future litigation by third parties seeking to challenge the
validity of our rights based on claims that our technologies, products or activities infringe the intellectual property
rights of others or are invalid, or that we have misappropriated the trade secrets of others.

Since our inception, we have sought to contract with large, established manufacturers to supply commercial quantities
of our adsorbent polymers. As a result, we have disclosed, under confidentiality agreements, various aspects of our
technology with potential manufacturers. We believe that these disclosures, while necessary for our business, have
resulted in the attempt by potential suppliers to assert ownership claims to our technology in an attempt to gain an
advantage in negotiating manufacturing rights.

We have previously engaged in discussions with the Brotech Corporation and its affiliate, Purolite International, Inc.
(collectively “Purolite”), which had demonstrated a strong interest in being our polymer manufacturer. For a period of
time beginning in December 1998, Purolite engaged in efforts to develop and optimize the manufacturing process
needed to produce our polymer products on a commercial scale. However, the parties eventually decided not to
proceed. In 2003, Purolite filed a lawsuit against us asserting, among other things, co-ownership and co-inventorship
of certain of our patents. On September 1, 2006, the United States District Court for the Eastern District of
Pennsylvania approved a Stipulated Order and Settlement Agreement under which we and Purolite agreed to the
settlement of the action. The Settlement Agreement provides us with the exclusive right to use our patented
technology and proprietary know how relating to adsorbent polymers for a period of 18 years. Under the terms of the
Settlement Agreement, we have agreed to pay Purolite royalties of 2.5% to 5% on the sale of certain of our products if
and when those products are sold commercially.

Several years ago we engaged in discussions with the Dow Chemical Company, which had indicated a strong interest
in being our polymer manufacturer. After a Dow representative on our Advisory Board resigned, Dow filed and
received several patents naming our former Advisory Board member as an inventor. In management’s view the Dow
patents improperly incorporate our technology and should not have been granted to Dow. The existence of these Dow
patents could result in a potential dispute with Dow in the future and additional expenses for us.

We have not yet commenced the process of seeking FDA approval of our products. The approval process, if
permitted to proceed by the FDA, will involve pilot and pivotal clinical studies and is lengthy and costly. The failure
to obtain government approvals, including required FDA approvals, for our polymer products, or to comply with
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ongoing governmental regulations could prevent, delay or limit introduction or sale of our products and result in
the failure to achieve revenues or maintain our operations.

The manufacturing and marketing of our products will be subject to extensive and rigorous government regulation in
the United States, in various states and in foreign countries. In the United States and other countries, the process of
obtaining and maintaining required regulatory approvals is lengthy, expensive, and uncertain. There can be no
assurance that we will ever obtain the necessary approvals to sell our products. Even if we do ultimately receive FDA
approval for any of our products, we will be subject to extensive ongoing regulation.

6
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Our products will be subject to regulation as medical devices under the Federal Food, Drug, and Cosmetic Act. In the
United States, the FDA enforces, where applicable, development, clinical studies, labeling, manufacturing,
registration, notification, clearance or approval, marketing, distribution, record keeping, and reporting requirements
for medical devices. Different regulatory requirements may apply to our products depending on how they are
categorized by the FDA under these laws. Current FDA regulations classify our CytoSorb™ device (the first product we
intend to seek FDA approval for) as a Class III device (CFR 876.5870—Sorbent Hemoperfusion System). We intend to
submit a 510(k) pre-market notification to the FDA for approval to market this product. There can be no assurance,
however, that the FDA will grant clearance to market CytoSorb™ in a timely manner, if at all, or that the FDA will not
require the submission of additional clinical data or a pre-market approval application ("PMA"), which is a lengthier
process. There can be no assurance that the clinical studies we conduct will demonstrate sufficient safety and efficacy
to obtain the required regulatory approvals for marketing, or that we will be able to comply with any additional FDA,
state or foreign regulatory requirements. In addition, there can be no assurance that government regulations applicable
to our products or the interpretation of those regulations will not change. FDA approvals are also required to
commence the pilot and pivotal clinical studies we need to conduct to further study our devices. There can be no
assurance that the FDA will allow the clinical studies to commence. We also are and will be subject to other Federal,
state, and local laws, regulations and recommendations relating to laboratory and manufacturing practices as well as
Medicare, Medicaid and anti-kickback laws. Non-compliance with applicable requirements can result in civil
penalties, the recall, injunction or seizure of products, an inability to import products into the United States, the refusal
by the government to approve or clear product approval applications, the withdrawal of previously approved product
applications and criminal prosecution. The extent of potentially adverse government regulation that might arise from
future legislation or administrative action cannot be predicted.

We have conducted limited clinical studies of our BetaSorb™device and no clinical studies of our CytoSorb™ device.
Clinical and pre-clinical data is susceptible to varying interpretations, which could delay, limit or prevent
regulatory clearances.

To date, we have conducted limited clinical studies on our products. There can be no assurance that we will
successfully complete the clinical studies necessary to receive regulatory approvals. While studies conducted by us
and others have produced results we believe to be encouraging and indicative of the potential efficacy of our products
and technology, data already obtained, or in the future obtained, from pre-clinical studies and clinical studies do not
necessarily predict the results that will be obtained from later pre-clinical studies and clinical studies. Moreover,
pre-clinical and clinical data are susceptible to varying interpretations, which could delay, limit or prevent regulatory
approval. A number of companies in the medical device and pharmaceutical industries have suffered significant
setbacks in advanced clinical studies, even after promising results in earlier studies. The failure to adequately
demonstrate the safety and effectiveness of an intended product under development could delay or prevent regulatory
clearance of the device, resulting in delays to commercialization, and could materially harm our business.

We rely extensively on research and testing facilities at various universities and institutions, which could be
adversely affect us should we lose access to those facilities.

Although we have our own research laboratories and clinical facilities, we collaborate with numerous institutions,
universities and commercial entities to conduct research and studies of our products. We currently maintain a good
working relationship with these parties. However, should the situation change, the cost and time to establish or locate
alternative research and development could be substantial and delay gaining FDA approval and commercializing our
products.

We are and will be exposed to product liability risks, and clinical and preclinical liability risks, which could place a
substantial financial burden upon us should we be sued.
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Our business exposes us to potential product liability and other liability risks that are inherent in the testing,
manufacturing and marketing of medical devices. We cannot be sure that claims will not be asserted against us. A
successful liability claim or series of claims brought against us could have a material adverse effect on our business,
financial condition and results of operations.
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We do not currently have any product liability insurance or other liability insurance relating to clinical studies or any
products. We cannot give assurances that we will be able to obtain or maintain adequate product liability insurance on
acceptable terms, if at all, or that such insurance will provide adequate coverage against potential liabilities. Claims or
losses in excess of any product liability insurance coverage that we may obtain could have a material adverse effect on
our business, financial condition and results of operations.

Certain university and other relationships are important to our business and may potentially result in conflicts of
interests.

Dr. John Kellum and Dr. David Powner, among others, are critical care advisors and consultants of ours and are
associated with University of Pittsburgh Medical Center and University of Texas, respectively. Their association with
these institutions may currently or in the future involve conflicting interests in the event they or these institutions enter
into consulting or other arrangements with competitors of ours.

We have limited manufacturing experience, and once our products are approved, we may not be able to
manufacture sufficient quantities at an acceptable cost, or without shut-downs or delays.

We remain in the research and development and clinical and pre-clinical study phase of product commercialization.
Accordingly, once our products are approved for commercial sale, we will need to establish the capability to
commercially manufacture our products in accordance with FDA and other regulatory requirements. We have limited
experience in establishing, supervising and conducting commercial manufacturing. If we or the third-party
manufacturers of our products fail to adequately establish, supervise and conduct all aspects of the manufacturing
processes, we may not be able to commercialize our products.

Due to our limited marketing, sales and distribution experience, we may be unsuccessful in our efforts to sell our
products.

We expect to enter into agreements with third parties for the commercial manufacture and distribution of our products.
There can be no assurance that parties we may engage to market and distribute our products will:

·  satisfy their financial or contractual obligations to us;

·  adequately market our products; or

·  not offer, design, manufacture or promote competing products.

If for any reason any party we engage is unable or chooses not to perform its obligations under our marketing and
distribution agreement, we would experience delays in product sales and incur increased costs, which would harm our
business and financial results.

If we are unable to convince physicians and other health care providers as to the benefits of our products, we may
incur delays or additional expense in our attempt to establish market acceptance.

Broad use of our products may require physicians and other health care providers to be informed about our products
and their intended benefits. The time and cost of such an educational process may be substantial. Inability to
successfully carry out this education process may adversely affect market acceptance of our products. We may be
unable to educate physicians regarding our products in sufficient numbers or in a timely manner to achieve our
marketing plans or to achieve product acceptance. Any delay in physician education may materially delay or reduce
demand for our products. In addition, we may expend significant funds towards physician education before any
acceptance or demand for our products is created, if at all.
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The market for our products is rapidly changing and competitive, and new devices and drugs which may be
developed by others could impair our ability to maintain and grow our business and remain competitive.

8
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The medical device and pharmaceutical industries are subject to rapid and substantial technological change.
Developments by others may render our technologies and products noncompetitive or obsolete. We also may be
unable to keep pace with technological developments and other market factors. Technological competition from
medical device, pharmaceutical and biotechnology companies, universities, governmental entities and others
diversifying into the field is intense and is expected to increase. Many of these entities have significantly greater
research and development capabilities and budgets than we do, as well as substantially more marketing,
manufacturing, financial and managerial resources. These entities represent significant competition for us.

If users of our products are unable to obtain adequate reimbursement from third-party payers, or if new restrictive
legislation is adopted, market acceptance of our products may be limited and we may not achieve anticipated
revenues.

The continuing efforts of government and insurance companies, health maintenance organizations and other payers of
healthcare costs to contain or reduce costs of health care may affect our future revenues and profitability, and the
future revenues and profitability of our potential customers, suppliers and collaborative partners and the availability of
capital. For example, in certain foreign markets, pricing or profitability of medical devices is subject to government
control. In the United States, given recent federal and state government initiatives directed at lowering the total cost of
health care, the U.S. Congress and state legislatures will likely continue to focus on health care reform, the cost of
medical devices and on the reform of the Medicare and Medicaid systems. While we cannot predict whether any such
legislative or regulatory proposals will be adopted, the announcement or adoption of these proposals could materially
harm our business, financial condition and results of operations.

Our ability to commercialize our products will depend in part on the extent to which appropriate reimbursement levels
for the cost of our products and related treatment are obtained by governmental authorities, private health insurers and
other organizations, such as health maintenance organizations (“HMOs”). Third-party payers are increasingly
challenging the prices charged for medical care. Also, the trend toward managed health care in the United States and
the concurrent growth of organizations such as HMOs, which could control or significantly influence the purchase of
health care services and medical devices, as well as legislative proposals to reform health care or reduce government
insurance programs, may all result in lower prices for our products. The cost containment measures that health care
payers and providers are instituting and the effect of any health care reform could materially harm our ability to
operate profitably.

INVESTMENT RISKS

Directors, executive officers and principal stockholders own a significant percentage of the shares of Common
Stock, which will limit your ability to influence corporate matters.

Our directors, executive officers and principal stockholders together beneficially own approximately 75% of our
outstanding shares of Common Stock. Accordingly, these stockholders could have a significant influence over the
outcome of any corporate transaction or other matter submitted to stockholders for approval, including mergers,
consolidations and the sale of all or substantially all of our assets and also could prevent or cause a change in control.
The interests of these stockholders may differ from the interests of our other stockholders. Third parties may be
discouraged from making a tender offer or bid to acquire us because of this concentration of ownership.

Our Series A Preferred Stock provides for the payment of penalties, which we are currently obligated to pay.
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Immediately following our June 30, 2006 merger, we issued 5,250,000 shares of Series A 10% Cumulative
Convertible Preferred Stock with an aggregate stated value of $5,250,000. We subsequently issued an additional
2,153,585 shares of Series A Preferred Stock through December 31, 2006 to additional investors as well as in respect
of dividends issued on the shares of Series A Preferred Stock we initially issued, and we may issue additional shares
of this series of preferred stock in the future as dividends. The Certificate of Designation designating the Series A
Preferred Stock provides that upon the following events, among others, the dividend rate with respect to the Series A
Preferred Stock increases to 20% per annum, which dividends would then be required to be paid in cash:

·  the occurrence of “Non-Registration Events” including, the failure to cause a registration statement registering the
shares of Common Stock underlying the Series A Preferred Stock and Warrants issued in connection therewith to be
effective by February 25, 2007 (240 days following the closing of the private placement);

·  an uncured breach by us of any material covenant, term or condition in the Certificate of Designation or any
of the related transaction documents; and

·  any money judgment or similar final process being filed against us for more than $100,000.

Because the registration statement in which this prospectus is included was not effective until May 7, 2007, the
dividends on the shares of Series A Preferred Stock issued to the June 30, 2006 purchasers accrued at the rate of 20%
per annum from February 26, 2007 through May 7, 2007, and are payable in cash for such period.

In addition, the registration rights provided for in the subscription agreement we entered into with the purchasers in
this offering:

·  require that we file a registration statement with the SEC on or before 120 days from the closing to register the
shares of Common Stock issuable upon conversion of the Series A Preferred Stock and exercise of the Warrants,
and cause such registration statement to be effective by February 25, 2007 (240 days following the closing); and

·  entitles each of these investors to liquidated damages in an amount equal to two percent (2%) of the purchase price
of the Series A Preferred Stock if we fail to timely file that registration statement with, or have it declared effective
by, the SEC.

Because the registration statement in which this prospectus is included was not effective until May 7, 2007, we are
obligated to pay the June 30, 2006 purchasers of our Series A Preferred Stock an aggregate of $105,000 per 30-day
period from February 26, 2007 through May 7, 2007.

The Certificate of Designation, Subscription Agreement and related transaction documents also provide for various
penalties and fees for breaches or failures to comply with provisions of those documents, such as the timely payment
of dividends, delivery of stock certificates, and obtaining and maintaining an effective registration statement with
respect to the shares of Common Stock underlying the Series A Preferred Stock and Warrants sold in the offering.

Anti-Dilution Provisions Of The Series A Preferred Stock And Warrants, As Well As The Terms Of The
Employment Agreement With Our Chief Executive Officer, Could Result In Dilution Of Stockholders

Both the conversion price of the Series A Preferred Stock and the exercise price of the Warrants are subject to
“full-ratchet” anti-dilution provisions, so that upon future issuances of our Common Stock or equivalents thereof,
subject to specified customary exceptions, at a price below the conversion price of the Series A Preferred Stock and/or
exercise price of the Warrants, such conversion price and/or exercise price will be reduced to such lower price, further
diluting holders of our Common Stock.
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In addition, under our Employment Agreement with Al Kraus, our Chief Executive Officer, Mr. Kraus is entitled to be
issued options to purchase Common Stock at a price of $6.64 per share so that the combined total of Common Stock
owned by Mr. Kraus, including upon exercise of options, equals 5% of our outstanding Common Stock on a fully
diluted basis. Mr. Kraus has such right until such time as an aggregate of $20 million of financing has been received
by us following the commencement of his employment. Pursuant to his Employment Agreement, based on the number
of currently outstanding shares of Common Stock, Series A Preferred Stock, warrants and options, Mr. Kraus is
entitled to purchase approximately 413, 920 shares of Common Stock at a price $6.64 per share.  

Penny Stock Regulations May Affect Your Ability To Sell Our Common Stock.
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To the extent the price of our Common Stock remains below $5.00 per share, our Common Stock will be subject to
Rule 15g-9 under the Exchange Act, which imposes additional sales practice requirements on broker dealers which
sell these securities to persons other than established customers and accredited investors. Under these rules,
broker-dealers who recommend penny stocks to persons other than established customers and "accredited investors"
must make a special written suitability determination for the purchaser and receive the purchaser's written agreement
to a transaction prior to sale. Unless an exception is available, the regulations require the delivery, prior to any
transaction involving a penny stock, of a disclosure schedul
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