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company.
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PART | — FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS.
XSUNX, INC.

(A Development Stage Company)
BALANCE SHEETS

June 30, 201C Septembe 30, 200¢

(Unaudited)
ASSETS
CURRENT ASSET¢
Cash & cash equivalen $ 472,51 $ 530,71°
Asset held for sal - 300,00(
Prepaid expenses 13,64 118,33:
Total Current Assets 486,15¢ 949,04
PROPERTY & EQUIPMENT
Office & miscellaneous equipme 28,94 51,70¢
Machinery & equipmer 354,54: 450,38¢
Leasehold improvemen - 89,82¢
383,48: 591,91¢
Less accumulated depreciati (295,487) (378,35Y)
Net Property & Equipmer 88,001 213,56¢
OTHER ASSETS
Manufacturing equipment in progre 230,00 207,21¢
Security deposit 3,20( 5,81k
Total Other Asset 233,20( 213,03«
TOTAL ASSETS $ 807,35 $ 1,375,64!
LIABILITIES AND SHAREHOLDERS' EQUITY/(DEFICIT)
CURRENT LIABILITIES
Accounts payabl $ 463,69¢ $ 389,29:
Accrued expense 17,81¢ 24,45
Credit card payabl 8,59: 17,91¢
Total Current Liabilities 490,10t 431,66:
LONG TERM LIABILITIES
Accrued interest on note payal 38,52t 4,25¢€
Note payable, vendc 456,92: 456,92:
Total Long Term Liabilities 495,44¢ 461,17
TOTAL LIABILITIES 985,55 892,83¢
SHAREHOLDERS' EQUITY/(DEFICIT
Preferred stock, $0.01 par value; 50,000,000 aiztbdpreferred share - -
Common stock, no par value; 500,000,000 authoripedmon shares 208,484,641 and 196,484
shares issued and outstanding, respect 24,763,36' 23,767,86
Paid in capital, common stock warra 3,400,83 3,175,93!
Additional paid in capita 5,238,21. 5,248,21.
Deficit accumulated during the development stage (33,580,61) (31,709,20)
TOTAL SHAREHOLDERS' EQUITY/(DEFICIT) (178,19 482,81(
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY/(DEFICT) $ 807,35 $ 1,375,64!




The accompanying notes are an integral part oktfinancial statements




XSUNX, INC.
(A Development Stage Company)
STATEMENTS OF OPERATIONS

(Unaudited)
From Inceptior
February 25, 19¢
Three Months Ende Nine Months Ende: through
June 30, 201 June 30, 200 June 30, 201 June 30, 200 June 30, 201
REVENUE $ - $ - 8 - 3 - $ 14,88(
OPERATING EXPENSE¢
Selling, general and administrative exper 322,36( 791,37¢ 1,102,33! 2,753,26! 16,561,94
Research and developme 76,67 2,792 346,14! 181,52¢ 2,934,60:i
Depreciation and amortization expense 27,48 40,33’ 74,43¢ 117,72¢ 636,84.
TOTAL OPERATING EXPENSES 426,52( 834,50¢ 1,522,921 3,052,51 20,133,39
LOSS FROM OPERATIONS BEFORE OTHER INCOME/
(EXPENSES) (426,52() (834,509 (1,522,92) (3,052,51) (20,118,51)
OTHER INCOME/(EXPENSES
Interest income - 42¢ 44 4,931 445,537
Gain/(Loss) on sale of assi (577) - (577) - (577)
Impairment of asse! (253,67)) (5,240,001 (253,67:) (5,240,001 (7,285,121
Write down of assets held for s¢ - - (60,000 - (2,177,001)
Legal settlemer - - - - 1,100,001
Loan fees - - - - (7,001,99)
Forgiveness of del - - - 287,38: 592,15«
Other, noroperating - - - 7,481 (5,21%)
Interest expense (11,42%) (5,274) (34,28) (5,274 (129,88))
TOTAL OTHER INCOME/(EXPENSES) (265,679 (5,244,841 (348,49)) (4,945,47)) (13,462,09)
NET LOSS $ (692,19) $ (6,079,350 $ (1,871,41) $ (7,997,99) $ (33,580,61)
BASIC AND DILUTED LOSS PER SHARE $ 0.000 $ (0.0 $ 0.0) $ (0.04)
WEIGHTED-AVERAGE COMMON SHARES OUTSTANDING
BASIC AND DILUTED 208,484,64 189,342,43 203,048,21 189,026,50

The accompanying notes are an integral part oktfinancial statements




Balance at September 30, 2C

Issuance of common shares in
October 2009 for cas

(2,556,818 common shares issue
at $0.088 per share ) (unaudits

Issuance of common shares in
November 2009 for servict
(53,789 common shares issued &
fair value of $0.1859 per share)
(unaudited

Issuance of common shares in
December 2009 for subscription
receivable

(2,000,000 common shares issue
at $0.088 per share) (unauditt

Issuance of common shares in
March 2010 for cas

(2,000,000 common shares issue
at $0.075 per share ) (unaudits

Issuance of common shares in
March 2010 for service

(139,424 common shares issued
$0.16 per share ) (unaudite

Issuance of common shares in
March 2010 for cas

(6,250,000 common shares issue
at $0.08 per share ) (unaudite

Stock compensation expense
(unaudited

Stock issuance costs (unaudit

Net Loss for the nine months enc
June 30, 2010 (unaudited)

Balance at June 30, 2010
(unaudited)

XSUNX, INC.
(A Development Stage Company)
STATEMENT OF SHAREHOLDERS' EQUITY/(DEFICIT)

Deficit
Accumulatec
Additional Stock Options during the
Preferred Stoc Common Stocl Paid-in Warrants Developmen
Shares Amount Shares Amount Capital Paic-in-Capita Stage Total

- 3 - 196,484,61 $ 23,767,86 $ 5,24821: $ 3,175931 $(31,709,20) $ 482,81(
- - 2,556,811 225,00( - - - 225,00(
- - 53,78¢ 10,00( - - - 10,00(
- - 1,000,00! 88,00( - - - 88,00(
- - 2,000,00! 150,00( - - - 150,00(
- - 139,42: 22,50( - - - 22,50(
- - 6,250,001 500,00( - - - 500,00(
- - - - - 224,90: - 224,90:
- - - - (10,000 - - (10,000
_ i - 5 - - (1,871,41) (1,871,41)
- 3 - 208,484,64 $ 2476336 $ 523821 $ 3,400,83 $(33,580,61) $ (178,19)

The accompany notes are an integral part of tiraadial statement




XSUNX, INC.
(A Development Stage Company)
STATEMENTS OF CASH FLOWS

(Unaudted)
From Inceptior
February 25,19¢
Nine Months Ende through
June 30, 201 June 30,20C June 30, 201
CASH FLOWS FROM OPERATING ACTIVITIES
Net loss $ (1,871,41) $ (7,997,99) $ (33,580,61)
Adjustment to reconcile net loss to net cash usexperating activitie
Depreciation & amortizatio 74,43¢ 117,72¢ 636,84
Common stock issued for services and inte 32,50( 11,00( 1,996,63
Stock option and warrant exper 224,90¢ 393,06¢ 3,675,02.
Beneficial conversion and commitment ft - - 5,685,57.
Asset impairmen - 5,240,00! 7,031,44!
Write down of assets held for s: 60,00( - 1,177,00!
Gain on settlement of de - - (287,38)
Loss on sale of asse 577 - 577
Settlement of leas - - 59,78
Disposal of asse’ 253,67 - 253,67
Change in Assets and Liabilitie
(Increase) Decrease i
Prepaid expenst 104,69: (670) (13,64))
Asset held for sal 240,00( - (2,177,000
Other asset 2,61¢ - (3,200
Increase (Decrease) i
Accounts payabl 65,07¢ 1,063,73! 2,505,01L
Accrued expenses 27,631 (3,767 56,34«
NET CASH USED IN OPERATING ACTIVITIES (785,307) (1,176,89) (11,983,91)
CASH FLOWS USED IN INVESTING ACTIVITIES
Purchase of manufacturing equipment and facilitiggroces: (230,000 (1,140,871 (6,054,62)
Payments on note receival - - (1,500,001
Proceeds from the sale of ass 4,10( - 4,10(
Receipts on note receival - - 1,500,001
Purchase of marketable prototy - - (1,780,39)
Purchase of fixed asse - (68,096 (591,919
NET CASH USED BY INVESTING ACTIVITIES (225,900 (1,208,961 (8,422,84)
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from warrant conversi - - 3,306,25!
Proceeds from debentur - - 5,850,00!
Proceeds for issuance of common stock. 953,00( 600,00( 11,723,02
NET CASH PROVIDED BY FINANCING ACTIVITIES 953,00( 600,00( 20,879,27
NET INCREASE (DECREASE) IN CASI (58,209) (1,785,86) 472,51!
CASH & CASH EQUIVALENTS, BEGINNING OF PERIOI 530,71’ 2,389,21. -
CASH & CASH EQUIVALENTS, END OF PERIOI $ 472511 $ 603,35 $ 472,51!
SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATIC
Interest paic $ 18 $ - $ 119,69
Taxes paic $ - $ - $ -

The accompanying notes are an integral part oktfinancial statements




XSUNX, INC.
(A Development Stage Company)
Notes to Financial Statements — (Unaudited)
June 30, 2010

BASIS OF PRESENTATIO"M

The accompanying unaudited financial statemente baen prepared in accordance with accountingiplagcgenerally accepted in
the United States of America for interim finandigormation and with the instructions to Form 10aQd Rule 10-01 of Regulation S-
X. Accordingly, they do not include all of the amnfnation and footnotes required by generally acmbptcounting principles for
complete financial statements. In the opinion ohagement, all normal recurring adjustments consitleecessary for a fair
presentation have been included. Operating refurlthie nine months ended June 30, 2010 are r&ssarily indicative of the results
that may be expected for the year ending SepteBhe2010. For further information refer to thedfitial statements and footnotes
thereto included in the Company's Form 10-K forythar ended September 30, 2009.

Going Concern
The accompanying financial statements have begmaped on a going concern basis of accounting, wbictiemplates continuity

operations, realization of assets and liabilitiesl @ommitments in the normal course of businesse @&ccompanying financ
statements do not reflect any adjustments that tmiggult if the Company is unable to continue ageng concern. The Compe
does not generate significant revenue, and haginegash flows from operations, which raise suttihdoubt about the Comparsy’
ability to continue as a going concern. The abitift the Company to continue as a going concernapptopriateness of using
going concern basis is dependent upon, among dtliregs, additional cash infusion. The Company bbtined funds from i
shareholders since its inception through the nioaths ended June 30, 2010. Management believesxibiing shareholders and
prospective new investors will provide the addiiboash needed to meet the Compamgbligations as they become due, and
allow the development of its core of business.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

This summary of significant accounting policies XdunX, Inc. is presented to assist in understandireg Companys financia
statements. The financial statements and notesegresentations of the Compasynanagement, which is responsible for !
integrity and objectivity. These accounting polg&c@nform to accounting principles generally acedh the United States of Amer
and have been consistently applied in the premarati the financial statements.

Development Stage Activities and Operations

The Company has been in its initial stages of feionaand for the period ended June 30, 2010, hagwenues. A development st
activity as one in which all efforts are devotetistantially to establishing a new business and &ganned principal operations h¢
commenced, revenues are insignificant.

Use of Estimates

The preparation of financial statements in conftymwith generally accepted accounting principleguiees management to m:
estimates and assumptions that affect the amoeptsted in the accompanying financial statemeS8ignificant estimates made
preparing these financial statements include themate of useful lives of property and equipmefite tdeferred tax valuati
allowance, and the fair value of stock options.uattresults could differ from those estimates.

Cash and Cash Equivalents
For purposes of the statements of cash flows, aashcash equivalents include cash in banks and ynoreekets with an origin
maturity of three months or less.

Fair Value of Financial Instruments

The Companys financial instruments, including cash and caskivedents, accounts payable and accrued liabildiescarried at co:
which approximates their fair value, due to thatieely short maturity of these instruments. Aslahe 30, 2010, and September
2009, the Companyg’'notes payable have stated borrowing rates teatarsistent with those currently available to @wmmpany ant
accordingly, the Company believes the carrying eafithese debt instruments approximates theiwtdire.




XSUNX, INC.
(A Development Stage Company)
Notes to Financial Statements — (Unaudited)
June 30, 2010

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Contired)

Loss per Share Calculations

Loss per Share is the calculation of basic earnpegshare and diluted earnings per share. Basinga per share are computed by
dividing income available to common shareholdersheyweighted-average number of common sharesafailDiluted earnings per
share is computed similar to basic earnings peesiecept that the denominator is increased taidecthe number of additional
common shares that would have been outstandihg ibotential common shares had been issued amel &#dditional common shares
were dilutive. The Company’s diluted loss per shiathe same as the basic loss per share for tirdpEnded June 30, 2010 as the
inclusion of any potential shares would have hadrirdilutive effect due to the Company generatrigss.

Revenue Recognition

The Company recognizes revenue when services diamped, and at the time of shipment of producteyjgled that evidence of an
arrangement exists, title and risk of loss have@aso the customer, fees are fixed or determinabi@ collection of the related
receivable is reasonably assured. To date the @oynipas had minimal revenue and is still in theattgyment stage.

StockBased Compensation

Share-based Payment applies to transactions irhvamentity exchanges its equity instruments fardgoor services and also applies
to liabilities an entity may incur for goods orgees that are to follow a fair value of those ggiristruments. We are required to
follow a fair value approach using an option-pricimodel, such as the Black Scholes option valuatiodel, at the date of a stock
option grant. The deferred compensation calculateter the fair value method would then be amortest the respective vesting
period of the stock option. This has not had a retenpact on our results of operations.

Reclassification
Selling and marketing expenses for the period eddee 30, 2010 were reclassified to general andrastnative expenses since the
Company is focusing more on research and developaofiéts product.

Recently Issued Accounting Pronouncements
Management reviewed accounting pronouncementsdsiurgng the three months ended June 30, 2010papdonouncements were
adopted during the period.

CAPITAL STOCK

At June 30, 2010, the Compasyauthorized stock consisted of 500,000,000 shafresmmon stock, with no par value. The Comy
is also authorized to issue 50,000,000 shares efeped stock with a par value of $0.01 per shdiee rights, preferences ¢
privileges of the holders of the preferred stock ke determined by the Board of Directors prioigsuance of such shares. During
nine months ended June 30, 2010, the Company i35686,818 shares of common stock at a price di8®per share for cash
$225,000; 1,000,000 shares of common stock issuagece of $0.088 per share for cash of $88,830789 shares of common st
issued at a price of $0.1859 per share for senatesfair value of $10,000; 2,000,000 shares ofiroon stock issued at a price
$0.075 per share for cash of $150,000; 6,250,0@Beshof common stock issued for net proceeds 00.850; 139,424 shares
common stock issued at a price of $0.16 per slursefrvices at a fair value of $22,500. During rtiree months ended June 30, 2!
the Company issued 3,000,000 shares of common stoakprice of $0.20 per share for cash of $600,600000 shares of comm
stock issued at a price of $0.22 per share forices\at fair value of $11,000.

STOCK OPTIONS AND WARRANT<¢

The Company adopted a Stock Option Plan for thpgres of granting stock options to its employeekathers providing services
the Company, which reserves and sets aside forgtheting of Options for Twenty Million (20,000,00@hares of Comm
Stock. Options granted under the Plan may be reltheentive Options or Nonqualified Options and Icte administered by tl
Company's Board of Directors ("Board"). Each Opthall be exercisable to the nearest whole sivaiestallments or otherwise,
the respective Option agreements may provide. Nbstdanding any other provision of the Plan or of &ption agreement, ee
Option shall expire on the date specified in thei@pagreement. During the period ended June 300,2the Company granted
stock options.




XSUNX, INC.
(A Development Stage Company)
Notes to Financial Statements — (Unaudited)
June 30, 2010
4. STOCK OPTIONS AND WARRANTS (Continue:
A summary of the Company’s stock option activityglaelated information follows:

For the period ende

6/30/201C

Weighted

Number average

of exercise

Options price

Outstanding, beginning of the peri 10,180,00 $ 0.27
Granted - $ -
Exercisec - $ =
Expired - $ -
Outstanding, end of the period 10,180,00 $ 0.27
Exercisable at the end of the per 6,375,62 $ 0.31
Weighted average fair value of options grantedrduthe perioc $ =

The weighted average remaining contractual lifefifons outstanding issued under the plan as af 3002010 was as follows:

Weighted

Average
Stock Stock Remaining
Exercisable Options Options Contractua
Prices Outstandinc Exercisable Life (years)

$ 0.4¢ 1,150,001 950,00( 1.57 year:
$ 0.5¢ 100,00( 100,00( 1.65 year:
$ 0.4t 100,00( 100,00( 1.82 year:
$ 0.41 100,00( 100,00( 2.16 year:
$ 0.3¢€ 2,500,001 1,471,87! 2.32 year:
$ 0.3¢ 500,00( 490,62¢ 2.37 year:
$ 0.3¢ 500,00( 490,62¢ 2.41 year:
$ 0.3¢ 115,00( 86,25( 3.28 year:
$ 0.1¢ 5,115,00! 2,586,241 3.76 year:

10,180,00 6,375,62.

Stock-based compensation expense recognized dilméngeriod is based on the value of the portiosto€kbased payment awal
that is ultimately expected to vest. Stdzksed compensation expense recognized in the falastatements of operations during
nine months ended June 30, 2010, included compensatpense for the stoddased payment awards granted prior to, but nc
vested, as of June 30, 2010 based on the granfalat@lue estimated, and compensation expensthéostockbased payment awal
granted subsequent to June 30, 2010, based omahedate fair value estimated. We account foreitufes as they occur. The stock-
based compensation expense recognized in the statesh operations during the nine months ended Bhe2010 and 2009 w
$224,904 and $393,069, respectively.




XSUNX, INC.
(A Development Stage Company)
Notes to Financial Statements — (Unaudited)
June 30, 2010
4. STOCK OPTIONS AND WARRANTS (Continue:
Warrants

A summary of the Company’s warrants activity arldtesl information follows:

Weighted
Average
Remaining
Exercisable Warrants Warrants Contractua
Prices Outstanding Exercisable Life (years)
$ 1.6¢ 112,00( 112,00( 1.51 year:
$ 0.51 500,00( 352,00( 0.76 year:
$ 0.2C 250,00( 250,00( 1.05 year:
$ 0.5C 1,666,66! 1,666,661 2.34 year:
$ 0.7 1,666,66! 1,666,66! 2.34 years
4,195,33: 4,047,33.
At June 30, 2010, the weighted average remainimgractual life of warrants outstanding:
Average

Remaining

Warrants Warrants Contractua

Outstanding Exercisable Life (years)

112,000 112,00( 1.01 year:

500,000 352,00( 1.30 year:

250,000 250,00( 1.75 year:

1,666,66¢ 1,666,661 2.59 year:

1,666,66¢ 1,666,66! 2.59 years

4,195,332 4,047,33.
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10.

XSUNX, INC.
(A Development Stage Company)
Notes to Financial Statements — (Unaudited)
June 30, 2010

PROMISSORY NOTE

During the year ended September 30, 2009, the Coynpanverted an accounts payable to a promissoty imothe amount
$456,921. The note accrues interest at 10% pernanfibie note, including all principal and interastdue September 1, 2011. -
interest expense related to this note for the mpnaths ended June 30, 2010 is $34,269.

NOTES, COMMITMENTS, AND CONTINGENCIE!

Leased Facility Transactions

Our lease for facilities in Golden, at the leage &t $1,790 per month plus $945 in triple netddotal of $2,735 per month expired
May 30, 2010. We vacated the premises on May @b0 2Security deposit in the amount of $2,615 weterned to the Company.

Settlement of Vendor Dispute

In February 2010, we elected to negotiate a se#femelated to a dispute over certain equipmertt wivendor, Airgas Corp., agree
to pay $114,641 in 12 equal monthly payments 05%%,commencing March 1, 2010. As of June 30, 20&0CGompany has ma
payments totaling $38,212 leaving a principal bedam the amount of $76,429 as of the period enllete 30, 2010. No defa
currently exists under this agreement.

CONSENTRATION OF CREDIT RISt

The Company has a concentration of credit riskcwsh by maintaining deposits with banks, which ragjimes exceed the insu
amounts. The accounts are insured by the Fedegdb$i Insurance Corporation up to $250,000 pemfinal institution. At June 3
2010, the Company’s uninsured cash deposits wet2,$25.

SALE AND DISPOSITION OF ASSET

On April 21, 2010 the Company received paymenhaamount of $240,000 for an offer it accepted pnilA6, 2010 for the sale of
an asset held for sale, plus certain associateddsht assets.

FORM -1 REGISTRATION

On April 30, 2010, the Company filed a Registrat®tatement on Form S-1 with the U.S. SecuritiesExahange Commission
seeking to register 27,500,000 shares of the Coyrgpanmmon stock related to a financing agreemdtht kincoln Park Capital Fun
LLC. The registration statement was declared dffedty the U.S. Securities and Exchange Commissiodune 30, 2010.
SUBSEQUENT EVENT¢

Management has evaluated subsequent events agrdodihe requirements of ASC TOPIC 855, and hasrdehed there are

subsequent events to be reported.
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ITEM 2. MANAGEMENT'S DISCUSION AND ANALYSIS OF FI NANCIAL CONDITION AND RESULTS OF OPERATIONS
CAUTIONARY AND FORWARD LOOKING STATEMENTS

In addition to statements of historical fact, tQisarterly Report on Form 10-Q contains forwérdking statements. The presentatio
future aspects of XsunX, Inc. ("XsunX", the "Compaor "issuer") found in these statements is suljie@ number of risks and uncertain
that could cause actual results to differ materifittm those reflected in such statements. Reagtergautioned not to place undue relianc
these forwardeoking statements, which reflect management'syaislonly as of the date hereof. Without limitingetgenerality of tt
foregoing, words such as "may", "will", "expecthélieve”, "anticipate”, "intend”, or "could" or thmegative variations thereof or compari
terminology are intended to identify forwalabking statements. Our actual results could diffeaterially from those anticipated by th
forward-looking statements as a result of manyofiactincluding those discussed under “ltem 1A: Rigktors”and elsewhere in this Quarte

Report on Form 10-Q.

These forwardeoking statements are subject to numerous assansptiisks and uncertainties that may cause Xsuai{igal results to |
materially different from any future results exed or implied by XsunX in those statements. Imgrdrfacts that could prevent XsunX fr
achieving any stated goals include, but are natduirto, the following:

Some of these risks might include, but are nottédhto, the following:
(a) volatility or decline of the Company's stockcpr
(b) potential fluctuation in quarterly results;
(c) failure of the Company to earn revenues oritsof
(d) inadequate capital to continue or expand igrmss, inability to raise additional capital erdincing to implement its business plans;
(e) failure to commercialize its technology or take sales;
(f) rapid and significant changes in markets;
(g) litigation with or legal claims and allegatiobyg outside parties;
(h) insufficient revenues to cover operating costs.

There is no assurance that the Company will beitpb#é, the Company may not be able to successtidlelop, manage or market
products and services, the Company may not betalaéract or retain qualified executives and tetbgy personnel, the Company's prod
and services may become obsolete, government tegulenay hinder the Company's business, additiahifaition in outstanding stou
ownership may be incurred due to the issuance oérabares, warrants and stock options, or the mseeaf warrants and stock options,
other risks inherent in the Company's businesses.

The Company undertakes no obligation to publicljse these forwartboking statements to reflect events or circumstartbat arise aft
the date hereof. Readers should carefully reviesvftttors described in other documents the Compides from time to time with tr
Securities and Exchange Commission, including thar@rly Reports on Form 10-Q and Annual Report§om 10K filed by the Compar
and any Current Reports on Form 8-K filed by thenpany.

Management believes the summary data presentedhhisra fair presentation of the Company's resaft®perations for the perio

presented. Due to the Company's change in primaginbss focus and new business opportunities tiisg®ical results may not necessarily
indicative of results to be expected for any futpegiod. As such, future results of the Company aiiffer significantly from previous periods.
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BUSINESS OVERVIEW

In the fiscal year ended September 30, 2009, Xsoroflified its previous plans to directly establists@ar module manufacturi
infrastructure. We have re-focused operations endivelopment of a crogsdustry thin film solar manufacturing concept theg believ:
provides an opportunity for XsunX to establish anpetitive advantage within the industry. Our cutreffiorts are focused on the combina
of highly developed thin film solar processes vdtate-of-theart mature magnetic media thin film manufacturiaghinologies derived from t
hard disc drive (HDD) industry to improve manufaatg output, increase cell efficiency and productigelds, and lower the costs for
production of high efficiency Copper Indium Galliyeh) Selenide (CIGS) thin film solar cells.

It is our belief that by leveraging the manufaatgrprocesses from the HDD industry and adaptinmtteethinfilm solar technologies, v
can reduce the cost per watt for solar to well Wwe$d per watt, thereby making solar a viable aléue in the energy field. Furthermore, |
our belief that our expertise, experience and petgmy technology in this area will allow us to kéaint ventures with larger companies ther
generating revenue streams through licensing feésrenufacturing royalties.

RESULTS OF OPERATIONS FOR THE THREE-MONTH PERIOD EN DED JUNE 30, 2010 COMPARED TO THE SAME PERIOD
IN 2009

Revenue:

The Company generated no revenues for the periodisdeJune 30, 2010 and 2009 respectively. Additipnidere was no associated cos
sales.

Selling, General and Administrative Expenses:

Selling, general and administrative expenses f@itlihee month period ending June 30, 2010 were,3822s compared to $791,379 during
same period in 2009. The decrease of $(469,019yslated primarily to closing the CompasyOregon facilities, the reduction of operatior
the Companys Colorado facilities and subsequent closure df féality, and a general reduction to salaries apdrating expenses under
Company'’s re-focused plan of operations for thesttggment of a new cross-industry thin film solammfacturing technology.

Research and Development

Research and development for the three month peridéd June 30, 2010 were $76,677 as comparedA82during the same period in 2C
The increase of $73,885 was due to an increasalariess associated with the Companykvised plan of operations and focus or
development of a new thin film solar manufacturiaghnology.

Net Loss:

The net loss for the three months ended June 3@ 2@s $(692,193) as compared to a net loss oD BYE354) for the same period 2009.
decreased net loss of $(5,387,161) includes theatipg expense changes discussed above, the imgrairof assets totaling $5,240,(
associated with the closing of the Company’s Oremmilities, and the net change in noash expenses of $176,454, which inch
depreciation and stock option expense. The Compantigipates the trend of losses to continue imrkitquarters until the Company
recognize sales of significance of which theredsaasurance.

RESULTS OF OPERATIONS FOR THE NINE-MONTH PERIOD ENDED JUNE 30, 2010 COMPARED TO THE SAME PERIOD IN
2009

Revenue:
The Company generated no revenues in the nine npemibd ended June 30, 2010 and 2009 respectively.

Selling, General and Administrative Expenses:

Selling,general and administrative expenses for the ninetimperiod ending June 30, 2010 were $1,102,33®ampared to $2,753,265 dur
the same period in 2009. The decrease of $(1,86D,@as related primarily to closing the Compan®regon facilities, the reduction
operations at the CompamyColorado facilities and subsequent closure of theility, and a general reduction to salaries aperatin
expenses under the Company’s re-focused plan ofatpes for the development of a new crosddstry thin film solar manufacturil
technology.
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Research and Development

Research and development for the nine month penaiéd June 30, 2010 were $346,145 as comparedBig5Rb during the same perioc
2009. The increase of $164,619 was due to an isergmasalaries associated with the Compamglised plan of operations and focus or
development of a new thin film solar manufacturiaghnology.

Net Loss:

The net loss for the nine months ended June 3@ 2@% $(1,871,411) as compared to a net loss g@%$(7092) for the same period 2009.
decreased net loss of $(6,126,581) includes theatipg expense changes discussed above, the imgrairof assets totaling $5,240,(
associated with the closing of the Company’s Orefpmilities, and the net change of $211,455 in nash expenses, which inclu
depreciation and stock option expense. The Compamigipates the trend of losses to continue imiriutquarters until the Company
recognize sales of significance of which theredsaasurance.

LIQUIDITY AND CAPITAL RESOURCES

As of June 30, 2010, we had $(3,952) of workingitedjdeficit (i.e. the difference between current assets of 3886and current liabilities
$490,108)as compared to a working capital of $517,387 atteSeper 30, 2009. This decrease of $(521,339) inkivgrcapital was dt
primarily to a decrease in the estimated valuemeémtory held for sale, and a decrease in prepaidreses.

During the nine months ended June 30, 2010, thep@amused $(785,302) of cash for operating actisjtas compared to cash use
$(1,176,898) for the same period 2009. The decrigasash used of $(391,596) for operating actisitieas primarily due to a decrease in
use of accounts payable to finance operations.

Cash used by investing activities for the nine rhem@nded June 30, 2010 was $(225,900), as comfzaoagh use of $(1,208,966) for the s
period 2009. The net decrease of $(983,066) casth insinvesting activities was primarily due to ectease in the purchase of manufactt
equipment and facilities in process under the Camisarevised plan of operations.

Cash provided by financing activities for the nmenths ended June 30, 2010 was $953,000, as counfra®600,000 for the same per
2009. Our capital needs have primarily been mehftioe proceeds of private placements, as we arertdiy in the development stage and
no revenues.

Our financial statements as of June 30, 2010 haea prepared under the assumption that we willimoatas a going concern from incep
(February 25, 1997) through June 30, 2010. Ourgaddent registered public accounting firm has idgheir report dated January 11, 2
that included an explanatory paragraph expresdifigtantial doubt in our ability to continue as angoconcern without additional capi
becoming available. Our ability to continue as &ngaconcern ultimately is dependent on our abil@ygenerate a profit which is depenc
upon our ability to obtain additional equity or ddinancing, attain further operating efficienciasd, ultimately, to achieve profital
operations. The financial statements do not inclideadjustments that might result from the outcorfrthis uncertainty.

For the nine months ended June 30, 2010, the Coyispeapital needs have been met from the use dfimgcapital provided by the proce:
of (i) the Companys working capital and (ii) the sale of unregistecedhmon stock for proceeds totaling $953,000 del(ai) the sale of asse
totaling $244,100

On March 30, 2010, the Company entered into a @setagreement (the "Purchase Agreement”) with linBark Capital, LLC ("LPC'
whereby LPC agreed to purchase up to an aggre§&® @00,000 of our common stock (the "Purchaseeiip Pursuant to the terms of
Purchase Agreement, LPC purchased an initial amo@ir$500,000 of Purchase Shares (5,000,000 PurcBasees) from us, and
consideration for LPC entering into the PurchaseeBment we agreed to the issuance of up to 2,500s8@res of common stock (
"Commitment Shares") to LPC of which 1,250,000 haeen issued to LPC. Concurrently with enterintp ithe Purchase Agreement,
Company entered into a registration rights agreémdéth LPC. Pursuant to the registration rightsemgnent, the Company agreed to fi
registration statement with the U.S. Securities Brdhange Commission (the "SEC") covering the shtirat were issued or may be issue
LPC in connection with the transaction. After thECSdeclared effective the registration statemelaited to transaction, which occurred
June 30, 2010, the Company has the right to ditP& to buy more of the Purchase Shares, at any, fimany amount up to $50,000 ¢
specified purchase price per share. Also, purstaitite terms of the Purchase Agreement, as the l#5Qleclared effective the registra
statement as of June 30, 2010, the Company haggtite over a 25nonth period, to sell the remaining Purchase Sharé®C in amounts (
to $500,000 per sale, subject to certain conditamset forth in the Purchase Agreement, up tagigeegate commitment of $5,000,000.
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DEVELOPMENT STAGE COMPANY

The Company is currently working to transition frdhe development stage to the implementation phadeas of the period ended June
2010, did not have any significant revenues. Thadition to revenue recognition may exceed caskrgésd from operations in the current
future periods. We have in the past experiencedtanbal losses and negative cash flow from opamatand have required financing, incluc
equity and debt financing, in order to pursue tbmmercialization of products based on our techriebbgVe expect that we will continue
need significant financing to operate our busindssdditional financing is not available or notadlable on terms acceptable to us, our abili
fund our operations, maintain our research andldpugent efforts necessary to complete the developwiemarketable products or otherw
respond to competitive pressures may be signifigantipaired. We could also be forced to curtail dwsiness operations, reduce
investments, decrease or eliminate capital expereditand delay the execution of our business ptaohavould have a material adverse al
on our business.

While we have been able to raise capital in a sexfeequity and debt offerings in the past thene lsa no assurances that we will be ab
obtain such additional financing, on terms accdpttdbus and at the times required, or at all.

Irrespective of whether the Company's cash asset® fio be inadequate to meet the Company's opeedtheeds, the Company might see
compensate providers of services by issuance®df &t lieu of cash.

OFF-BALANCE SHEET ARRANGEMENTS
None
ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES AB OUT MARKET RISK

We do not have any market risk sensitive instruse8ince all operations are in U.S. dollar denotehaaccounts, we do not have fore
currency risk. Our operating costs are reported.B. dollars.

The Company does not invest in term financial potslwr instruments or derivatives involving risket than money market accounts, wi
fluctuate with interest rates at market.

ITEM 4T. CONTROLS AND PROCEDURES
Evaluation of Disclosure Controls and Procedures

The Company maintains disclosure controls and phaees and internal controls to ensure that infoimnatequired to be disclosed in
Companys filings under the Securities Exchange Act of 19l amended, is recorded, processed, summarizedceparted within the tin
periods specified in the SE€tules and forms. Our Chief Executive Officer &idef Operating Officer have evaluated the effestess of ol
disclosure controls and procedures (as such tedefised in Rules 13a-15(e) and 158(e) under the Exchange Act) as of the end op#rec
covered by this report. The evaluation includedaiercontrol areas in which we have made, and antiruing to make, changes to impr
and enhance controls. A material weakness is aittmmdn which the design or operation of one orrenof the internal control compone
does not reduce to a relatively low level the tiskt misstatements caused by error or fraud in atsahat would be material in relation to
financial statements being audited or reviewed megur and not be detected within a timely periodebyployees in the normal course
performing their assigned functions. Based on sy@iuation, our Chief Executive Officer and ChigdeBating Officer have concluded that
of the end of such period, our disclosure contaold procedures were effective, and we have disedwes material weakness.

Changes in Internal Control over Financial Reporting
There have not been any changes in our interndtaloover financial reporting (as such term is defl in Rules 13a-15(f) and 136(f)

under the Exchange Act) during the three monthe@ddne 30, 2010 that have materially affectedr@reasonably likely to materially affe
our internal control over financial reporting.
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PART Il - OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS

We may become involved in various lawsuits andllpgaceedings, which arise in the ordinary coursbusiness. However, litigation
subject to inherent uncertainties, and an advesgtrin these or other matters may arise from tiongme that may harm our business. We
currently not aware of any legal proceedings ointdaother than ordinary routine litigation incidahto our business, that we believe will hi
individually or in the aggregate, a material affentour business, financial condition or operatiesults.

ITEM 1A. RISK FACTORS
There are no material changes from the risk faqgioegiously disclosed in the Registrant’'s Form 1€i4d on January 13, 2010.

We Have Not Generated Any Significant Revenues &dr Financial Statements Raise Substantial Doubt éui Our Ability tc
Continue As A Going Concern.

We are a development stage company and, to date,rft generated any significant revenues. Therapeanying financial stateme
have been prepared in conformity with accountingngiples generally accepted in the United StatedAwferica, which contemplate ¢
continuation as a going concern. Net loss for kinee months ended June 30, 2010 and 2009 was $&2nd $(6,079,354) respectively.
cash used for operations was $(785,302) and ($8%8¥ for the nine months ended June 30, 2010 &09,2respectively. From incepti
through June 30, 2010, we had an accumulated tefi$33,580,613.

The items discussed above raise substantial ddadatt aur ability to continue as a going concern. ¥ganot assure you that we
achieve or sustain profitability in the future. Gaperations are subject to the risks and compaetitiberent in the establishment of a busi
enterprise. There can be no assurance that fupeeations will be profitable. Revenues and profitgny, will depend upon various factc
including whether our product development can beagleted, whether our products will achieve markateptance and whether we ob
additional financing. We may not achieve our busiebjectives and the failure to achieve such gealdd have a materially adverse img
on us.

We expect that we will need to obtain additionahdincing to continue to operate our business, incing capital expenditures 1
complete the development of marketable thin film mudacturing technologies, and financing may be unailable or available only o
disadvantageous terms which could cause the Compangurtail its business operations and delay the=eution of its business plan.

We have in the past experienced substantial leasgsiegative cash flow from operations and haveired financing, including equity a
debt financing, in order to pursue the commercidion of products based on our technologies. Weeetxghat we will continue to ne
significant financing to operate our business. lkemore, there can be no assurance that addifimasicing will be available or that the ter
of such additional financing, if available, will laeceptable to us. If additional financing is negitable or not available on terms acceptab
us, our ability to fund our operations, complete tlevelopment of marketable technologies, develsgles network, maintain our research
development efforts or otherwise respond to cortipetpressures may be significantly impaired. Weldalso be forced to curtail our busir
operations, reduce our investments, decreaserimalie capital expenditures and delay the execwtfasur business plan, including, with
limitation, all aspects of our operations, whichulcbhave a material adverse affect on our business.

As discussed in the "Liquidity and Capital Resoafaection herein above, on March 30, 2010, weredtmto a Purchase Agreement \
LPC whereby LPC agreed to purchase up to an aggregh $5,000,000 of our common stock (referred ®rem as "Purcha
Shares"). Pursuant to the terms of the Purchaseefvuent, LPC purchased an initial amount of $500 @0such Purchase Shares (5,000
Purchase Shares) from us, and in consideratioh P& entering into the Purchase Agreement we agt@dde issuance of up to 2,500,
shares of common stock (referred to herein as @wrimitment Shares”) to LPC of which 1,250,000 hsen issued to LPC. Concurrel
with entering into the Purchase Agreement, the Gomipentered into a registration rights agreemetth WPC. Pursuant to the registral
rights agreement, the Company agreed to file ategion statement with the SEC covering the shitn@swere issued or may be issued to
in connection with the transaction. After the SE€ldred effective the registration statement rdlédetransaction, which occurred on June
2010, the Company has the right to direct LPC tp imore of the Purchase Shares, at any time, inaamyunt up to $50,000 at a speci
purchase price per share. Also, pursuant to timestef the Purchase Agreement, as the SEC hasreledéective the registration statemer
of June 30, 2010, the Company has the right, o&5+aonth period, to sell the remaining Purchase Shar&é®C in amounts up to $500,(
per sale, subject to certain conditions as selt fiorthe Purchase Agreement, up to the aggregatenigment of $5,000,000.
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We may be required to raise additional financing lgsuing new securities with terms or rights suparito those of our shares
common stock, which could adversely affect the metrrice of our shares of common stock and our mess.

We will require additional financing to fund futumgerations, including expansion in current and mearkets, development &
acquisition, capital costs and the costs of angsg&ary implementation of technological innovationglternative technologies. We may no
able to obtain financing on favorable terms, iflit If we raise additional funds by issuing equsicurities, the percentage ownership o
current stockholders will be reduced, and the hrslaé the new equity securities may have rightsesiop to those of the holders of share
common stock, which could adversely affect the ragtice and the voting power of shares of our comistock. If we raise additional fur
by issuing debt securities, the holders of thedat decurities would similarly have some rights sero those of the holders of share:
common stock, and the terms of these debt seudbeld impose restrictions on operations and eraasignificant interest expense fo
which could have a materially adverse affect ontmuginess.

If future products based on technologies we are eeping cannot be developed for manufacture andds@ommercially or ou
products become obsolete or noncompetitive, we rbayunable to recover our investments or achieve fipability which will have ¢
materially adverse affect on our business.

There can be no assurance that such research sekbpleent efforts will be successful or that wel i able to develop commert
applications for our products and technologiesttar the areas in which we are developing teclgietoand products are characterize
rapid and significant technological change. Rapahhological development may result in our prodbetsoming obsolete or noncompetitive
future products based on our technologies cannateveloped for manufacture and sold commerciallypar products become obsolete
noncompetitive, we may be unable to recover ouestments or achieve profitability. In addition, tbemmercialization schedule may
delayed if we experience delays in meeting devetagngoals, if products based on our technologidsbéxtechnical defects, or if we ¢
unable to meet cost or performance goals. In theng potential purchasers of products based ontemimologies may choose alterna
technologies and any delays could allow potentiahjgetitors to gain market advantages.

There is no assurance that the market will acceptr @roducts once development has been completectvisbuld have an adver
affect on our business.

There can be no assurance that products based roteahnologies will be perceived as being supetioexisting products or ne
products being developed by competing companiethatr such products will otherwise be accepted bysomers. The market prices
products based on our technologies may exceedribespof competitive products based on existingntetogies or new products basec
technologies currently under development by conrsti There can be no assurance that the pricpsodficts based on our technologies
be perceived by consumers as aeféective or that the prices of such products Ww#él competitive with existing products or with ottrezw
products or technologies. If consumers do not acpepducts based on our technologies, we may bél@rta recover our investments
achieve profitability.

Other companies, many of which have greater resamg¢han we have, may develop competing productechnnologies which cau:
products based on our technologies to become nongetitive which could have an adverse affect on dwsiness

We will be competing with firms, both domestic diodeign, that perform research and developmentyelsas firms that manufactt
and sell solar products. In addition, we expecitaathl potential competitors to enter the marKetssolar products in the future. Some of tt
current and potential competitors are among thgektr industrial companies in the world with longgrerating histories, greater ne
recognition, access to larger customer bases, egtdblished business organizations and product lmel significantly greater resources
research and development staff and facilities. @hmm be no assurance that one or more such cosspaiil not succeed in develop
technologies or products that will become availdbtecommercial sale prior to our products, thall Wave performance superior to prodi
based on our technologies or that would otherwéseler our products noncompetitive. If we fail tongete successfully, our business wi
suffer and we may lose or be unable to gain matkate.

The loss of strategic relationships used in the dimpment of our thin film manufacturing technologeeand products could impe
our ability to complete the development of our prads and have a material adverse affect on our mesis.

We have established a plan of operations underhwhiportion of our operations rely on strategi@tiehships with third parties,
provide systems design, assembly and support. & ¢bsany of our third party relationships for argason could cause us to experit
difficulties in implementing our business strate@iere can be no assurance that we could estadtheh relationships of adequate expertis
a timely manner or at all.
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We may suffer the loss of key personnel or may bahie to attract and retain qualified personnel toaintain and expand our
business which could have a material adverse affectour business.

Our success is highly dependent on the continuedces of a limited number of skilled managersentists and technicians. The los
any of these individuals could have a material aslveeffect on us. In addition, our success will edgp upon, among other factors,
recruitment and retention of additional highly fdl and experienced management and technical pekdrhere can be no assurance the
will be able to retain existing employees or toradt and retain additional personnel on accepttdiims given the competition for st
personnel in industrial, academic and nonprofitaesh sectors.

We may not be successful in protecting our intetleal property and proprietary rights and may be rdged to expend significant
amounts of money and time in attempting to prot#oese rights. If we are unable to protect our inettual property and proprietary rights,
our competitive position in the market could suffer

Our intellectual property consists of patents, aradcrets, and trade dress. Our success depepa on our ability to obtain patents i
maintain adequate protection of our other intellatproperty for our technologies and productshim t).S. and in other countries. The law
some foreign countries do not protect proprietégits to the same extent as do the laws of the, @&l many companies have encount
significant problems in protecting their propristaights in these foreign countries. These problemy be caused by, among other facto
lack of rules and methods for defending intelletfuaperty rights.

Our future commercial success requires us notfton@e on patents and proprietary rights of thiedtfes, or breach any licenses or o
agreements that we have entered into with respemtit technologies, products and businesses. Tioeceability of patent positions cannot
predicted with certainty. We intend to apply fotgreis covering both our technologies and our prtsjifcany, as we deem appropriate. Pat
if issued, may be challenged, invalidated or cireanted. There can be no assurance that no otlexardl patents have been issued that
block our ability to obtain patents or to operatevee would like. Others may develop similar teclgas or may duplicate technolog
developed by us.

We are not currently a party to any litigation witspect to any of our patent positions or tradeets. However, if we become invol
in litigation or interference proceedings declabgdthe United States Patent and Trademark Officatlwer intellectual property proceedil
outside of the U.S., we might have to spend sigaift amounts of money to defend our intellectuapprty rights. If any of our competitors 1
patent applications or obtain patents that claineirtions or other rights also claimed by us, we rhaye to participate in interferer
proceedings declared by the relevant patent regylaigency to determine priority of invention ang oight to a patent of these invention
the U.S. Even if the outcome is favorable, suctc@edings might result in substantial costs to m&luding, significant legal fees and ot
expenses, diversion of management time and dismjofi our business. Even if successful on priagityunds, an interference proceeding
result in loss of claims based on patentabilityugds raised in the interference proceeding. Unicdiga resulting from initiation ar
continuation of any patent or related litigatioaamight harm our ability to continue our reseasclo bring products to market.

An adverse ruling arising out of any intellectuabperty dispute, including an adverse decisioroate priority of our inventions wot
undercut or invalidate our intellectual propertysipion. An adverse ruling also could subject usitmificant liability for damages, prevent
from using certain processes or products, or requérto enter into royalty or licensing agreemavith third parties. Furthermore, neces:
licenses may not be available to us on satisfad&mys, or at all.

Confidentiality agreements with employees and otharay not adequately prevent disclosure of traderets and other proprietary
information.

To protect our proprietary technologies and proegssve rely on trade secret protection as well m$oomal legal devices such
patents. Although we have taken security measwgwdtect our trade secrets and other proprietaigrmation, these measures may
provide adequate protection for such informationr @olicy is to execute confidentiality and propaigy information agreements with eact
our employees and consultants upon the commenceofieart employment or consulting arrangement with Thsese agreements gener
require that all confidential information developagthe individual or made known to the individligl us during the course of the individigal’
relationship with us be kept confidential and netdisclosed to third parties. These agreementsgaiserally provide that technology concei
by the individual in the course of rendering seegito us shall be our exclusive property. Evenghahese agreements are in place there c
no assurances that that trade secrets and pragriatarmation will not be disclosed, that otherélwot independently develop substantii
equivalent proprietary information and techniquestherwise gain access to our trade secrets,abmtf can fully protect our trade secrets
proprietary information. Violations by others ofrazonfidentiality agreements and the loss of emgésywho have specialized knowledge
expertise could harm our competitive position aadse our sales and operating results to declirerasult of increased competition. Co
and timeeonsuming litigation might be necessary to enf@d determine the scope of our proprietary riggatsl failure to obtain or maint:
trade secret protection might adversely affectatility to continue our research or bring produotsnarket.
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Downturns in general economic conditions could adsely affect our profitability.

Downturns in general economic conditions can cdluséuations in demand for our products, produatgs, volumes and margins.
Future economic conditions may not be favorableuoindustry. A decline in the demand for our pratguor a shift to lower-margin products
due to deteriorating economic conditions could askly affect sales of our intended products andpoofitability and could also result in
impairments of certain of our assets.

Standards for compliance with section 404 of TherBanesOxley Act Of 2002 are subject to change, and if fad to comply in ¢
timely manner, our business could be harmed and stwck price could decline.

This quarterly report does not include an attestateport of the Company's registered public actingrfirm regarding internal contt
over financial reporting. Management's report watssibject to attestation by the Company's regisgteublic accounting firm pursuant to r
of the Securities and Exchange Commission that ipéinen Company to provide only management's reipattis quarterly report. The stande
that must be met for management to assess thaahtsontrol over financial reporting as effective aew and complex, and require signifit
documentation, testing and possible remediatiomeet the detailed standards and will impose sicguifi additional expenses on us. We
encounter problems or delays in completing acésithecessary to make an assessment of our intsnabl over financial reporting.
addition, rules may be adopted by the SEC, pursteaBection 404 of the Sarban@siey Act of 2002 that will require annual assesst
our internal control over financial reporting, aatiestation of our assessment by our independgidteeed public accountants. The attest:
process by our independent registered public adeats will be new and we may encounter problemsdelays in completing tl
implementation of any requested improvements aoelivang an attestation of our assessment by owwpeddent registered public account:
If we cannot assess our internal control over fimanreporting as effective, or our independentigiged public accountants are unabl
provide an unqualified attestation report on susgeasment, investor confidence and share valudmaggatively impacted.

Our common stock is considered a “Penny Stock” aasla result, related broker-dealer requirementsedff it's trading and liquidity.

Our common stock is considered to be a “penny Steoice it meets one or more of the definitionsRoles 15g-2 through 158-
promulgated under Section 15(g) of the Exchange Rutse include but are not limited to the follogiili) the common stock trades at a p
less than $5.00 per share; (ii) the common stoclotdraded on a “recognizediational exchange; (iii) the common stock is nabtgd on th
NASDAQ Stock Market, or (iv) the common stock isued by a company with average revenues of lessf®® million for the past three
years. The principal result or effect of being desited ¢‘penny stock” is that securities brokéealers cannot recommend our common sta
investors, thus hampering its liquidity.

Section 15(g) and Rule 15g-2 require broealers dealing in penny stocks to provide potetigestors with documentation disclos
the risks of penny stocks and to obtain a mansadiged and dated written receipt of the documeetsrb effecting any transaction in a pe
stock for the investos’ account. Potential investors in our Common Staek urged to obtain and read such disclosure dbrdfafore
purchasing any of our shares.

Moreover, Rule 15¢g-9 requires brokagalers in penny stocks to approve the accounnpfimvestor for transactions in such stc
before selling any penny stock to that investolisirocedure requires the brolagaler to (i) obtain from the investor informaticoncernin
his or her financial situation, investment expeterand investment objectives; (ii) reasonably deilee, based on that information, t
transactions in penny stocks are suitable for tivestor and that the investor has sufficient kndgée and experience as to be reasor
capable of evaluating the risks of penny stocksaations; (iii) provide the investor with a writtstatement setting forth the basis on whicl
brokerdealer made the determination in (ii) above; aafiréceive a signed and dated copy of such statefren the investor, confirming tr
it accurately reflects the investor’s financialsition, investment experience and investment dlsct

The trading market in our common stock is limitechd may cause volatility in the market price.
Our common stock is currently traded on a limitesib on the OTCBB. The OTCBB is an inter-dealegrahecounter market th
provides significantly less liquidity than the NABD Stock Market and the other national markets. t®sifor stocks included on the OTC

are not listed in the financial sections of newspas are those for the NASDAQ Stock Market. Thoeee prices for securities traded solely
the OTCBB may be difficult to obtain.
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The quotation of our common stock on the OTCBB doesassure that a meaningful, consistent anddidguading market current
exists, and in recent years such market has expedgeextreme price and volume fluctuations thathzarticularly affected the market price
many smaller companies like us. Thus, the markieedor our common stock is subject to volatilitydaholders of common stock may
unable to resell their shares at or near theiriralgourchase price or at any price. In the absefiea active trading market:

. investors may have difficulty buying and sellingadntaining market quotation
. market visibility for our common stock may be liedt, anc
. a lack of visibility for our common stock may haaelepressive effect on the market for our commocks

Due to the low price of the securities, many bragerfirms may not be willing to effect transactioamshe securities. Even if a purche
finds a broker willing to effect a transaction lese securities, the combination of brokerage casions, state transfer taxes, if any, anc
other selling costs may exceed the selling pricetHer, many lending institutions will not perntiiet use of such securities as collateral fol
loans. Such restrictions could have a materiallyease affect on our business.

We may have difficulty raising necessary capitalftmd operations as a result of market price volasi for our shares of common stock.

The market price of our common stock is likelybi® highly volatile and could fluctuate widely inige in response to various factt
many of which are beyond our control, including:

. technological innovations or new products and sevby us or our competitol
. additions or departures of key personi

. sales of our common stoc

. our ability to integrate operations, technologydurcts and service

. our ability to execute our business pl

. operating results below expectatio

. loss of any strategic relationsh

. industry development:

. economic and other external factors; i

. perioc-to-period fluctuations in our financial resul

Because we have a limited operating history withitkd revenues to date, you may consider any otileese factors to be material. (
stock price may fluctuate widely as a result of afiyhe above listed factors. In recent years,stheurities markets in the United States
experienced a high level of price and volume vhitatiand the market price of securities of manynp@anies have experienced wide fluctuat
that have not necessarily been related to the tipasa performances, underlying asset values aspacts of such companies. For these ree
our shares of common stock can also be expectbeé subject to volatility resulting from purely matkforces over which we will have
control. If our business development plans are esgfal, we may require additional financing to amme to develop and exploit existing
new technologies and to expand into new markets.éMploitation of our technologies may, therefdre dependent upon our ability to ob
financing through debt and equity or other means.

ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS
None

ITEM 3. DEFAULTS UPON SENIOR SECURITIES

None.

ITEM 4. (REMOVED AND RESERVED)

None.
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ITEM 5. OTHER INFORMATION

None

ITEM 6. EXHIBITS

(a) Exhibits:

EXHIBIT DESCRIPTION

3.1 Articles of Incorporation (1

3.2 Bylaws (2)

10.1 XsunX Plan of Reorganization and Asset Purchasedwgent, dated September 23, 200:

10.2 Form &K related to the release of a newsletter to shadehs: (4)

10.3 Form ¢-K related to the release of a newsletter to shadehs (5)

10.4 Form &K related to the release of a newsletter to shadehs (6)

10.5 Form $-1/A related to the filing of an amended registratstatement by the Company.

10.6 Form &-1/A related to the filing of an amended registnatitatement by the Company.

10.7 Form &K related to the release of a newsletter to shadehs (9)

10.8 Form &K related to the release of a newsletter to shaddeh® (10)

311 Certifications of the Chief Executive and Financficer pursuant to Section 302 of the Sarb-Oxley Certification Act of
2002 (11)

31.2 Certifications of the Chief Operating Officer puasii to Section 302 of the Sarba-Oxley Certification Act of 2002 (11

32.1 Certification Pursuant To 18 U.S.C. Section 1358 Alopted Pursuant To Section 906 of the Sarl-Oxley Certification
Act Of 2002 (11

32.2 Certification Pursuant To 18 U.S.C. Section 1359 Ailopted Pursuant To Section 906 of the Sarl-Oxley Certification
Act Of 2002 (11

(1) Incorporated by reference to Registration StaterRenin 10SB12G #0(-29621dated February 18, 2000 and by referencehibiéts

)
®)
(4)
(®)
(6)
()
(®)
9)
(10)

(11

included with the Company’s prior Report on ForriK/2« filed with the Securities and Exchange Comnussilated October 29,
2003.

Incorporated by reference to Registration StaterRenin 10SB12G #0(-29621 filed with the Securities and Exchange Corsioit
dated February 18, 200

Incorporated by reference to exhibits included wlith Company’s prior Report on Form 8-K/A filed wthe Securities and
Exchange Commission dated October 29, 2

Incorporated by reference to exhibits included wlith Company’s prior Report on Form 8-K filed witie Securities and Exchange
Commission dated May 18, 201

Incorporated by reference to exhibits included wlith Compan’s prior Report on Form-K filed with the Securities and Exchan
Commission dated May 28, 201

Incorporated by reference to exhibits included wlith Compan’s prior Report on Form-K filed with the Securities and Exchan
Commission dated June 9, 20

Incorporated by reference to exhibits included wlith Company’s prior Report on Form S-1/A filedwihe Securities and
Exchange Commission dated June 10, 2

Incorporated by reference to exhibits included wlith Company’s prior Report on Form S-1/A filediwibe Securities and
Exchange Commission dated June 25, 2!

Incorporated by reference to exhibits included wlith Compan’s prior Report on Form-K filed with the Securities and Exchan
Commission dated July 20, 20!

Incorporated by reference to exhibits included wlith Company’s prior Report on Form 8-K filed witie Securities and Exchange
Commission dated August 3, 20:

Provided herewitl
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SIGNATURES
Pursuant to the requirements of Section 13 or 1&f(the Securities Exchange Act of 1934, as amenthedRegistrant has duly caused this
report to be signed on its behalf by the underslgtieereunto duly authorized.
XSUNX, INC.

Dated: August 13, 2010 By: /s/ Tom M. Djokovich

Tom M. Djokovich,
Principal Executive and Financial Officer

Dated: August 13, 2010 By:  /s/ Joseph Grimes
Joseph Grimes
Chief Operating Officer and President
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EXHIBIT 31.1

OFFICER’S CERTIFICATE
PURSUANT TO SECTION 302
OF THE SARBANES-OXLEY ACT OF 2002

I, Tom Djokovich, certify that:
1. | have reviewed this Form 10-Q for the pgrmded June 30, 2010 of XsunX, Inc.;

2. Based on my knowledge, this report doescoatain any untrue statement of a material faabroit to state a material fact necessal
make the statements made, in light of the circuntgts. under which such statements were made, né¢adisg with respect to the per
covered by this report;

3. Based on my knowledge, the financial statésjeand other financial information included instheport, fairly present in all mater
respects the financial condition, results of operstand cash flows of the registrant as of, amdtfe periods presented in this report;

4. | am responsible for establishing and maiimg disclosure controls and procedures (as ddfineeExchange Act Rules 13a-15(e) and 15d-
15(e)) and internal control over financial repagtifas defined in Exchange Act Rules 13a-15(f) abua 15(f)) for the registrant and have:

(@) Designed such disclosure controls andeumores, or caused such disclosure controls andeguoes to be designed under
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtubsidiaries, is made known to us by ot
within those entities, particularly during the etin which this report is being prepared,;

(b) Designed such internal control over ficiahreporting, or caused such internal controlrdirancial reporting to be designed under
supervision, to provide reasonable assurance rieggitie reliability of financial reporting and tigreparation of financial statements
external purposes in accordance with generallymgedeaccounting principles;

(c) Evaluated the effectiveness of the regigis disclosure controls and procedures and presémtinds report our conclusions about
effectiveness of the disclosure controls and prores) as of the end of the period covered by #psit based on such evaluation; and

(d) Disclosed in this report any change ia tegistrant’s internal control over financial rejprg that occurred during the registranthos
recent fiscal quarter (the registranfourth fiscal quarter in the case of an annupbm that has materially affected, or is reasopdikkely to
materially affect, the registrant’s internal cohwer financial reporting; and

5. The registrard’ other certifying officer (s) and | have disclosédsed on our most recent evaluation of interoatrol over financie
reporting, to the registrant's auditors and theitaadmmittee of the registrast’board of directors (or persons performing theiveden:
functions):

(@) All significant deficiencies and ma#driveaknesses in the design or operation of interoatrol over financial reporting which ¢
reasonably likely to adversely affect the regisfsaability to record, process, summarize and refioancial information; and

(b) Any fraud, whether or not material, tthevolves management or other employees who hasigréficant role in the registrastinterns
control over financial reporting.

Date: August 13, 2010
/s/ Tom Djokovick
Name: Tom Djokovict
Titles: Chief Executive Officer, Principal Execugiv
Officer, and Principal Financial and
Accounting Officer, and Directc
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EXHIBIT 31.2

OFFICER’S CERTIFICATE
PURSUANT TO SECTION 302
OF THE SARBANES-OXLEY ACT OF 2002

I, Joe Grimes, certify that:
1. | have reviewed this Form 10-Q for the pgrmded June 30, 2010 of XsunX, Inc.;

2. Based on my knowledge, this report doescoatain any untrue statement of a material faabroit to state a material fact necessal
make the statements made, in light of the circuntgts. under which such statements were made, né¢adisg with respect to the per
covered by this report;

3. Based on my knowledge, the financial statésjeand other financial information included instheport, fairly present in all mater
respects the financial condition, results of operstand cash flows of the registrant as of, amdtfe periods presented in this report;

4. | am responsible for establishing and maiimg disclosure controls and procedures (as ddfineeExchange Act Rules 13a-15(e) and 15d-
15(e)) and internal control over financial repagtifas defined in Exchange Act Rules 13a-15(f) abua 15(f)) for the registrant and have:

(@) Designed such disclosure controls andeumores, or caused such disclosure controls andeguoes to be designed under
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtubsidiaries, is made known to us by ot
within those entities, particularly during the etin which this report is being prepared,;

(b) Designed such internal control over ficiahreporting, or caused such internal controlrdirancial reporting to be designed under
supervision, to provide reasonable assurance rieggitie reliability of financial reporting and tigreparation of financial statements
external purposes in accordance with generallymgedeaccounting principles;

(c) Evaluated the effectiveness of the regigis disclosure controls and procedures and presémtinis report our conclusions about
effectiveness of the disclosure controls and prores) as of the end of the period covered by #psit based on such evaluation; and

(d) Disclosed in this report any change ia tegistrant’s internal control over financial rejprg that occurred during the registranthos
recent fiscal quarter (the registranfourth fiscal quarter in the case of an annupbm that has materially affected, or is reasopdikkely to
materially affect, the registrant’s internal cohwer financial reporting; and

5. The registrard’ other certifying officer (s) and | have disclosédsed on our most recent evaluation of interoatrol over financie
reporting, to the registrant's auditors and theitaadmmittee of the registrast’board of directors (or persons performing theiveden:
functions):

(@) All significant deficiencies and ma#driveaknesses in the design or operation of interoatrol over financial reporting which ¢
reasonably likely to adversely affect the regisfsaability to record, process, summarize and refioancial information; and

(b) Any fraud, whether or not material, tthrvolves management or other employees who hasigréficant role in the registrastinterne
control over financial reporting.

Date: August 13, 2010
/s/ Joe Grime

Name: Joe Grime
Titles: President, Chief Operating Officer, anddgtor
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EXHIBIT 32.1

CERTIFICATION PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of XsunKg¢l (the “Company”) on Form 1Q-for the three months ended June 30, 2010 as\iith
the U.S. Securities and Exchange Commission oddltes himself (the “Report”), the undersigned heredryifies pursuant to 18 U.S.C. Sec
1350, as adopted pursuant to Section 906 of theafies-Oxley Act of 2002, that to his knowledge:

1. The Report fully complies with the requirertseof Section 13(a) or 15(d) of the Securitieshaxge Act of 1934; and

2. The information contained in the Reportlfapresents, in all material respects, the finalnmimdition and results of operation of the
Company.

Date: August 13, 2010
/s/ Tom Djokovick
Name: Tom Djokovict
Title: Chief Executive Officer, Principal Executi
Officer, and Principal Financial and
Accounting Officer, and Directc

A signed original of this written statement reqdit®y Section 906, or other document authenticatiacknowledging, or otherwise adopting
signature that appears in typed form within thectetaic version of this written statement requitgdSection 906, has been provided tc
Company and will be retained by the Company andisthied to the U.S. Securities and Exchange Comonissiits staff upon request.
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EXHIBIT 32.2

CERTIFICATION PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of XsunKg¢l (the “Company”) on Form 1Q-for the three months ended June 30, 2010 as\iith
the U.S. Securities and Exchange Commission oddltes himself (the “Report”the undersigned hereby certifies pursuant to 18@J.Sectio
1350, as adopted pursuant to Section 906 of theafies-Oxley Act of 2002, that to his knowledge:

1. The Report fully complies with the requirertseof Section 13(a) or 15(d) of the Securitieshaxge Act of 1934; and

2. The information contained in the Reportlfapresents, in all material respects, the finalnmimdition and results of operation of the
Company.

Date: August 13, 2010
/s/ Joe Grime

Name: Joe Grime
Titles: President, Chief Operating Officer, andeaior

A signed original of this written statement reqditey Section 906, or other document authenticatiacksnowledging, or otherwise adopting
signature that appears in typed form within thetetaic version of this written statement requit®d Section 906, has been provided tc
Company and will be retained by the Company andishied to the U.S. Securities and Exchange Comonigsiits staff upon request.
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