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FORM 10-Q

SECURITIES EXCHANGE COMMISSION
Washington, D.C. 20549

Quarterly Report under Section 13 or 15(d) of
The Securities Exchange Act of 1934

For Quarter Ended December 31, 2009
Commission file number: 000-29621

XSUNX, INC.
(Exact name of registrant as specified in its @rart

Colorado 84-138415¢
(State of incorporatior (I.R.S. Employer Identification No

65 Enterprise, Aliso Viejo, CA 92656
(Address of principal executive offices) (Zip Code)

Registrant's telephone number: (949) 330-8060
Securities registered pursuant to Section 12(b) dlfie Act:
Title of each class: None Name of each exchangetich registered: N/A
Securities registered pursuant to Section 12(g) tie Act:
Common Stock, no par value per share

Indicate by check mark whether the registrant @9 filed all reports required to be filed by Sectdd or 15(d) of the Securities Exchange
of 1934, as amended, during the preceding twel2¢ rfionths (or for such shorter period that thestegnt was required to file such repo
and (2) has been subject to such filing requireséotthe past 90 days. YB§ No [
Indicate by check mark whether the registrant hémrstted electronically and posted on its corporagb site, if any, every Interactive Di
File required to be submitted and posted pursuaRule 405 of Regulation $8232.405 of this chapter) during the precedi@grionths (c
for such shorter period that the registrant wasired to submit and post such files). Yds No [J
Indicate by check mark whether the registrantlarge accelerated filer, an accelerated filer, poa-accelerated filer.
Large accelerated file[d Accelerated filed Non-accelerated file[d Smaller reporting comparlxl

Indicate by check mark whether the registrantsaell company (as defined in Rule 12b-2 of the BExgje Act). Yedd No

Indicate by check mark whether the registrant lled &ll documents and reports required to be filgdBection 12, 13 or 15(d) of the Secur
Exchange Act of 1934 subsequent to the distributiosecurities under a plan confirmed by a coues® No [

The number of shares of common stock issued arsamaling as of February 12, 2010 was 200,095,217.
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CURRENT ASSET<
Cash & cash equivaler
Common stock subscription receiva
Inventory asse
Prepaid expenses

Total Current Assets
PROPERTY & EQUIPMENT
Office & miscellaneous equipme
Machinery & equipmer
Leasehold improvements
Less accumulated depreciat
Net Property & Equipme
OTHER ASSETS
Manufacturing equipment in progre
Security deposit
Total Other Assets

TOTAL ASSET

(A Development Stage Company)

ASSETS

XSUNX, INC.

BALANCE SHEETS

LIABILITIES AND SHAREHOLDERS' EQUITY

CURRENT LIABILITIES
Accounts payabl
Accrued expense
Credit card payabl

Total Current Liabilitit

LONG TERM LIABILITIES
Accrued interest on note paya
Note payable, vend:

Total Long Term Liabilitir
TOTAL LIABILITIES

SHAREHOLDERS' EQUITY
Preferred stock, $0.01 par val
50,000,000 authorized preferred shi
Common stock, no par valt
500,000,000 authorized common shi

200,095,217 and 196,484,610 shares issuedwtathnding, respective

Paid in capital, common stock warra
Additional paid in capite

Deficit accumulated during the development s

TOTAL SHAREHOLDERS' EQUITY

TOTAL LIABILITIES AND SHAREHQDERS' EQUITY

December 31, 20( September 30, 20!
(Unaudited)

$ 275,96: $ 530,71
88,00( -

300,00( 300,00(

63,22 118,33:

727,18¢ 949,04¢

51,70¢ 51,70¢

450,38t 450,38t

89,82: 89,82:

591,91¢ 591,91

(401,83() (378,35))

190,08¢ 213 ,56¢

437,21¢ 207,21¢

5,81F 5,81¢

443,03 213,03«

$ 1,360,31 $ 1,375,64!
$ 528,09: $ 389,29:
15,77( 24,45

6,81¢ 17,91¢

550,67 431,66

15,67¢ 4,25¢

456,92 456,92

472,60 461,17

1,023,227 892,83
24,090,86 23,767,86
3,250,299 3,175,93
5,248,21 5,248,21
(32,252,34) (31,709,20)
337,03 482,81

$ 1,360,31 $ 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, 199
For the Three Months End: through
December 31, 20( December 31, 20( December 31, 20(
REVENUE $ -3 - $ 14,88(
OPERATING EXPENSE!
Selling and marketing expens 109,99: 100,53¢ 1,208,52'
General and administrative expen 279,02 1,007,76. 11,072,89
Research and developm: 44,89: 12,83¢ 2,750,441
Stock option and warrant expel 74,36¢ 77,25( 3,524,48!
Depreciation and amortization expe 23,471 37,05: 585,88
TOTAL OPERATING EXPENSE 531,75: 1,235,43 19,142,23
LOSS FROM OPERATIONS BEFORE OTHER INCOME/(EXPEN¢ (531,75)) (1,235,43) (19,127,35)
OTHER INCOME/(EXPENSES
Interest incom: 44 3,41¢ 445,53
Impairment of asse - - (7,031,44)
Write down of inventory ass - - (1,117,000
Legal settlemer - - 1,100,001
Loan fee: - - (7,001,990
Forgiveness of de - - 592,15«
Other, no-operating - (7,590 (5,21%)
Interest expens (11,435 - (107,03))
TOTAL OTHER INCOME/(EXPENSE! (11,397 (4,179 (13,124,99)
NET LOS¢ $ (543,144 $ (1,239,61) $ (32,252,34)
BASIC AND DILUTED LOSS PER SHARE $ (0.00) $ (0.07)

WEIGHTED-AVERAGE COMMON SHARES OUTSTANDINCBASIC AND

DILUTED

198,662,32 188,404,93

The accompanying notes are an integral part oktfinancial statements




Balance at September 30, 2C

Issuance of common shares in
October 2009 for cash (2,556,81¢
common shares issued at $0.088
share ) (unauditec

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 (1,000,000 common
shares issued at $0.088 per shar
(unaudited;

Stock compensation expense
(unaudited

Net Loss for the period end:
December 31, 2009 (unaudited)

Balance at December 31, 2009
(unaudited)

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

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

$ - 196,484,61 $ 23,767,86 $ 5,24821: $ 3,175931 $ (31,709,20) $ 482,81(
- 2,556,81! 225,00( - - - 225,00(
- 53,78¢ 10,00( - - - 10,00(
- 1,000,001 88,00( - - - 88,00(
- - - - 74,36¢ - 74,36¢
- - - - - (543,149 (543,149
$ - 200,095,21 $ 24,090,86 $ 524821 $ 3,250,29: $ (32,252,34) $ 337,03¢

The accompanying notes are an integral part oktfinancial statements




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

From Inceptior
February 25,199
For the Three Months Endi through
December 31, 20( December 31, 20( December 31, 20(

CASH FLOWS FROM OPERATING ACTIVITIES
Net loss $ (543,149 $ (1,239,61) $ (32,252,34)
Adjustment to reconcile net loss to net ¢
used in operating activiti

Depreciation & amortizatio 23,47 37,05: 585,88
Common stock issued for services and inte 10,00( 11,00( 1,974,13
Stock option and warrant expel 74,36¢ 77,25( 3,524,48!
Beneficial conversion and commitment fi - - 5,685,57.
Asset impairmer - - 7,031,44
Write down of inventory ass - - 1,117,001
Gain on settlement of de - - (287,38)
Settlement of leas - - 59,78¢

Change in Assets and Liabilitie
(Increase) Decrease

Prepaid expens: 55,10¢ (26,099 (63,229
Inventory held for sal - - (1,417,000
Other asset - - (5,81%)
Increase (Decrease)
Accounts payabl 127,69¢ 3,235,03! 2,567,63!
Accrued expenses 2,74z 23,28 31,44¢
NET CASH (USED)/PROVIDED IN OPERATING ACTIVITIES (249,75 2,117,911 (11,448,37)
CASH FLOWS USED IN INVESTING ACTIVITIES
Purchase of manufacturing equipment and facilitiggroces: (230,000 (3,516,71) (6,054,62)
Payments on note receiva - - (1,500,001
Receipts on note receival - - 1,500,001
Purchase of marketable prototy - - (2,780,39)
Purchase of fixed assets - (35,170 (591,919
NET CASH USED BY INVESTING ACTIVITIES (230,000 (3,551,88) (8,426,94)
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from warrant convers - - 3,306,25!
Proceeds from debentul - - 5,850,00!
Proceeds for issuance of common stock, net 225,00( 600,00( 10,995,02
NET CASH PROVIDED BY FINANCING ACTIVITIES 225,00( 600,00( 20,151,27
NET INCREASE (DECREASE) IN CASI (254,75) (833,979 275,96
CASH & CASH EQUIVALENTS, BEGINNING OF PERIOD 530,71’ 2,389,21. -
CASH & CASH EQUIVALENTS, END OF PERIOD $ 275,96: $ 1,655,241 $ 275,96
SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATIC
Interest paid $ 12 $ -3 119,67!
Taxes paid $ - $ - $ =

SUPPLEMENTAL DISCLOSURES OF NON CASH TRANSACTIONS
During the three months ended December 31, 2089Ctmpany issued 1,000,000 shares of common sbo&88,000 for a subscription
receivable.

The accompanying notes are an integral part oktfinancial statements






1.

XSUNX, INC.
(A Development Stage Company)
Notes to Financial Statements — (Unaudited)
December 31, 2009

Basis of Presentation

The accompanying unaudited financial statemente lg@en prepared in accordance with accounting iptescgenerally accepted
the United States of America for interim finandiglormation and with the instructions to Form 10a@d Rule 10-01 of Regulation S-
X. Accordingly, they do not include all of the amfation and footnotes required by generally aam@iccounting principles 1
complete financial statements. In the opinion ofnagement, all normal recurring adjustments conettlarecessary for a f
presentation have been included. Operating reflthe three months ended December 31, 2009atreatessarily indicative of t
results that may be expected for the year endimge8®er 30, 2010. For further information referthe financial statements
footnotes thereto included in the Company's ForrKX0r the year 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 busined® @ccompanying financ
statements do not reflect any adjustments that twiggult if the Company is unable to continue agimg 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 apitif 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 timeaths ended December 31, 2009. Management belibeesxisting sharehold¢
and the prospective new investors will provide dldelitional cash needed to meet the Compmppligations as they become due,
will allow the development of its core of business.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

This summary of significant accounting policies X$unX, Inc. is presented to assist in understandiveg Companys financia
statements. The financial statements and notegegmesentations of the Compasynanagement, which is responsible for -
integrity and objectivity. These accounting polg&c@mnform 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 December 31, 2008 nwarevenues. A developm
stage activity as one in which all efforts are dedosubstantially to establishing a new business eren if planned princip
operations have commenced, revenues are insigmifica

Use of Estimates

The preparation of financial statements in conftymvith generally accepted accounting principleguises management to m:
estimates and assumptions that affect the amoeptsted in the accompanying financial stateme8ignificant 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.uattesults could differ from those estimates.

Cash and Cash Equivalents
For purposes of the statements of cash flows, aashcash equivalents include cash in banks and ynoraekets 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 thatigely short maturity of these instruments. AdDafcember 31, 2009, and Septen
30, 2009, the Comparny’notes payable have stated borrowing rates teat@rsistent with those currently available to @mnpan’
and, accordingly, the Company believes the carryalge of these debt instruments approximates fagivalue.




XSUNX, INC.
(A Development Stage Company)
Notes to Financial Statements — (Unaudited)
December 31, 2009

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Contired)

Loss per Share Calculations

Loss per Share is the calculation of basic earnpegsshare and diluted earnings per share. Basiinga per share is computed
dividing income available to common shareholderdheyweightedaverage number of common shares available. Dilegedings pe
share is computed similar to basic earnings pereshacept that the denominator is increased tadeclthe number of additior
common shares that would have been outstandimg ibbtential common shares had been issued ahd &dditional common sha
were dilutive. The Compang'diluted loss per share is the same as the lEssicpler share for the period ended December 3B, &
the inclusion of any potential shares would haw & anti-dilutive effect due to the Company getiegaa loss.

Revenue Recognition

The Company recognizes revenue when services #i@rmped, and at the time of shipment of productsyjued that evidence of
arrangement exists, title and risk of loss haves@adto the customer, fees are fixed or determinatrid collection of the relat
receivable is reasonably assured. To date the @oynipas had minimal revenue and is still in theattgyment stage.

StockBased Compensation

Sharebased Payment applies to transactions in whichméty exchanges its equity instruments for goodseawices and also appl
to liabilities an entity may incur for goods or wees that are to follow a fair value of those égunstruments. We are requirec
follow a fair value approach using an optiprieing model, such as the Black Scholes optiomatdn model, at the date of a st
option grant. The deferred compensation calculatetker the fair value method would then be amortiaeer the respective vesti
period of the stock option. This has not had a retenpact on our results of operations.

CAPITAL STOCK

At December 31, 2009, the Compasduthorized stock consisted of 500,000,000 shafreemmon stock, with no par value. ~
Company is also authorized to issue 50,000,000eshair preferred stock with a par value of $0.01 gf&re. The rights, preferen
and privileges of the holders of the preferredlstoitl be determined by the Board of Directors piio issuance of such shares. Du
the three months ended December 31, 2009, the Gonigsued 2,556,818 shares of common stock atce pfi $0.088 per share
cash of $225,000; 1,000,000 shares of common ststied at a price of $0.088 per share for a sytismmi receivable of $88,0C
53,789 shares of common stock issued at a prig®dB59 per share for services at a fair valuel®f@0. During the three mon
ended December 31, 2008, the Company issued 3@D8ltares of common stock at a price of $0.20 fparesfor cash of $600,0(
50,000 shares of common stock issued at a pri§®.@R per share for services at fair value of $10.,0

STOCK OPTIONS AND WARRANTS

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 Optshall be exercisable to the nearest whole siraiastallments or otherwise,
the respective Option agreements may provide. Nbstanding any other provision of the Plan or of &ption agreement, ec
Option shall expire on the date specified in théi@pagreement. During the period ended DecembgP@Q09, the Company gran
no stock options.




4.

XSUNX, INC.
(A Development Stage Company)
Notes to Financial Statements — (Unaudited)
December 31, 2009
STOCK OPTIONS AND WARRANTS (Continued)
A summary of the Company’s stock option activityglaelated information follows:

For the period ende

12/31/200¢

Weighte
Number  average
of exercise

Options price
Outstanding, beginning of the peri 10,180,000 $ 0.27
Granted -9 -
Exercisec -9 =
Expired - 3 -
Outstanding, end of the period 10,180,000 $ 0.27
Exercisable at the end of the per 5410,200 $ 0.32
Weighted average fair value of options grantedrduthe perioc $ =

The weighted average remaining contractual lifeifons outstanding issued under the plan as oéDeer 31, 2009 was as follows:

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

$ 0.4¢€ 1,150,00! 950,00( 2.07 year:
$ 0.5¢ 100,00( 100,00 2.15 year:
$ 0.4% 100,00( 100,00t 2.31 years
$ 0.41 100,00( 100,00 2.66 year:
$ 0.3¢ 2,500,00! 1,415,62! 2.82 year:
$ 0.3¢€ 500,00( 471,87! 2.87 year:
$ 0.3¢ 500,00( 471,87" 2.91 year:
$ 0.3¢ 115,00( 67,08 3.78 year:
$ 0.1¢ 5,115,00! 1,733,74 4.25 year:

10,180,00 5,410,20

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
three months ended December 31, 2009, included eosagion expense for the stdeksed payment awards granted prior to, bt
yet vested, as of December 31, 2009 based on tm gate fair value estimated, and compensatiorresg for the stockase:
payment awards granted subsequent to Decembe82, Based on the grant date fair value estimatkdaccount for forfeitures
they occur. The stockased compensation expense recognized in the staterhoperations during the three months endedcibbe
31, 2009 and 2008 was $74,368 and $77,250, respBcti




XSUNX, INC.
(A Development Stage Company)
Notes to Financial Statements — (Unaudited)
December 31, 2009
4. STOCK OPTIONS AND WARRANTS (Continued)
Warrants

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

For the period ende

12/31/200¢

Weightec
Number  average
of exercise

Options price
Outstanding, beginning of the peri 4,195,33. $ 0.61
Grantec - $ -
Exercisec - $ =
Expired - $ -
Outstanding, end of the period 4,195,33° $ 0.61
Exercisable at the end of period 4,047,33. $ 0.6
Weighted average fair value of warrants granteéhduhe period $ =

At December 31, 2009, the weighted average remgicamtractual life of warrants outstanding:

Average
Remaining
Exercisable Warrants Warrants Contractua
Prices Outstanding Exercisable Life (years)

$ 1.6¢ 112,00( 112,00( 1.26 year:
$ 0.51 500,00( 352,00( 1.55 year:
$ 0.2C 250,00( 250,00( 2.00 year:
$ 0.5C 1,666,66! 1,666,661 2.84 year:
$ 0.7t 1,666,66! 1,666,66! 2.84 year:

4,195,33. 4,047,33.

10




5.

XSUNX, INC.
(A Development Stage Company)
Notes to Financial Statements — (Unaudited)
December 31, 2009

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 threrths ended December 31, 2009 is $11,423.

SUBSEQUENT EVENTS

The following are items management has evaluatedilasequent events as of February 12, 2010 theltafenancial statements wi
issued.

In May 2008 XsunX licensed certain patented anemtagending technologies from MVSystems, Inc. In A@@09 the Compat
received notice from MVSystems that one of the maigending technologies licensed by XsunX, U.S.eRatpplication Nc
10/905,545 entitled “Stable Three-Terminal and Fbeimminal Solar Cells and Solar Cell Panels UsihgnFilm Silicon Technology
had been rejected by the US Patent Office for warideficiencies. In August 2009 MVSystems notiftad Company that it hi
amended its application and fiked the amended patent application with the UaeRt Office. On January 22, 2010, the Com,
received notification from MVSystems that the abosferenced patent application had again beentegjday the Untied States Pat
Office and that MVSystems had elected to abandenathove referenced patent application. By prioe@grent, the Company |
assumed all rights of MVS to prosecute or maintaim referenced patent application, and the Comgamginues to hold relat
contractual rights and claims against MVSystems, [ihe Company's current plan of operations acdnelogy development effo
does not contemplate the use of the above refedgratent application technology.

On January 12, 2010, the Company received $88,0@0ammmon stock sale receivable for the purchf$e60,000 shares of
common restricted stock.

11




ltem 2. MANAGEMENT'S DISCUSION AND ANALYSIS OF FINANCIAL CO NDITION 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 isr®mss, 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 beitpldé, the Company may not be able to successfldyelop, 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 tegulmay hinder the Company's business, additiatilaition in outstanding stor
ownership may be incurred due to the issuance o&mbares, warrants and stock options, or the meeof warrants and stock options,
other risks inherent in the Company's businesses.

The Company undertakes no obligation to publiclise these forwartboking statements to reflect events or circumsgartbat 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§@m 10K filed by the Compar
and any Current Reports on Form 8-K filed by thenpany.

Management believes the summary data presenteihtisra fair presentation of the Company's resaftoperations for the perio

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

12




Business Overview

In the fiscal year ended September 30, 2009 Xsurtlified its previous plans to directly establishasomodule manufacturir
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 DECEMBER 31, 2009 COMPARED TO THE SAME
PERIOD IN 2008

Revenue:

The Company generated no revenues in the periogdebdcember 31, 2009 and 2008 respectively. Additip, there was no associated
of sales.

Selling and Marketing Expenses

Selling and marketing expenses for the three mpetiod ended December 31, 2009 were $109,993, mpared to $100,535 for the se
period in 2008. The increase of $9,458 in selling anarketing expenses between the periods is ghnedtributable to increase in puk
relation expenses relating to increasing the Comyipaxposure, and efforts to establish brand awesgmninder the Compasyrevised plan
operations.

General and Administrative Expenses:

General and administrative expenses for the thim&mperiod ending December 31, 2009 were $27%8ZXbmpared to $1,007,764 during
same period in 2008. The decrease of $728,739related primarily to closing the Oregon facilitieed the reduction of operations at
Company’s Colorado facilities, which decreased alV@&xpenses.

Research and Development

Research and development for the three month perided December 31, 2009 were $44,891 as compa?t836 during the same pel
in 2008. The increase of $32,055 was due to effettted to the development new thin film manufeotytechnology under the Compasay’
revised plan of operations. The Company anticipdted costs associated with the development of tlew film solar manufacturir
technologies under its revised plan of operation$ eontinue and may increase in the future as @mmpany works to complete 1
development of its new technologies.

Net Loss:
The net loss for the three months ended Decemhe208D was $(543,144) as compared to a net l10§s1¢239,611) for the same period 2(
The decreased net loss of $696,467 includes theatpg expense changes discussed above, andcastn-expense of $23,477

depreciation. The Company anticipates the trerldssfes to continue in future quarters until thenPany can recognize sales of significanc
which there is no assurance.
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LIQUIDITY AND CAPITAL RESOURCES

As of December 31, 2009, we had $176,511 of workimgjtal as compared to $517,387 for the priorqueri his decrease of $340,876 was
primarily to a decrease in cash and prepaid exjgense

During the three months ended December 31, 20@9Ctmpany used $(249,753) of cash for operatingites, as compared to cash provi
of $2,117,910 for the prior period. The decreasedsh provided of $2,367,663 for operating acegitivas primarily due to a decreas
accounts payable related primarily to the closdith® Oregon manufacturing facilities.

Cash used by investing activities for the three thh@®nded December 31, 2009 was $(230,000), asaredhpo cash use of $(3,551,889)
the prior period. The net decrease of cash usedviesting activities was primarily due to a deceeas the purchase of manufactui
equipment and facilities in process under the Camisarevised plan of operations.

Cash provided by financing activities for the threenths ended December 31, 2009 was $225,000, apated to $600,000 for the pr
period. Our capital needs have primarily been mehfthe proceeds of private placements, as weuwrertly in the development stage and
no revenues.

Our financial statements as of December 31, 200@ theeen prepared under the assumption that wecuwaiiltinue as a going concern fr
inception (February 25, 1997) through December2809. Our independent registered public accourfiimy has issued their report da
January 11, 2010 that included an explanatory paphgexpressing substantial doubt in our abilitycémtinue as a going concern with
additional capital becoming available. Our abitilycontinue as a going concern ultimately is depatdn our ability to generate a profit wt
is dependent upon our ability to obtain additioeglity or debt financing, attain further operatiefficiencies and, ultimately, to achie
profitable operations. The financial statementsidbinclude any adjustments that might result ftbmoutcome of this uncertainty.

For the three months ended December 31, 2009, dnep@ny's capital needs have been met from the fuser&ing capital provided by ti
proceeds of (i) the Company’s working capital aifjdttie sale of unregistered common stock for peaisetotaling $225,000 dollars.

DEVELOPMENT STAGE COMPANY

The Company is currently working to transition frahe development stage to the implementation plaaseas of the period enc
December 31, 2009, did not have any significanenees. The transition to revenue recognition maged cash generated from operatiol
the current and future periods. We have in the paperienced substantial losses and negative dawhfiom operations and have requi
financing, including equity and debt financing,drder to pursue the commercialization of produetsell on our technologies. We expect
we will continue to need significant financing tpesate our business. If additional financing is andilable or not available on terms accep!
to us, our ability to fund our operations, maintair research and development efforts necessargrtplete the development of market:
products or otherwise respond to competitive pressumay be significantly impaired. We could also fbeced to curtail our busine
operations, reduce our investments, decreasemmelie capital expenditures and delay the execwfayur business plan which would hay
material adverse affect on our business.

While we have been able to raise capital throughitg@nd debt offerings in the past there can bassurances that we will be able to ok
such additional financing, on terms acceptablestand at the times required, or at all.

Irrespective of whether the Company's cash asset® fjo be inadequate to meet the Company's opeedtheeds, the Company might see
compensate providers of services by issuance®ok &t lieu of cash.
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OFF-BALANCE SHEET ARRANGEMENTS
None
Iltem 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK ET RISK

We do not have any market risk sensitive instrusie8ince all operations are in U.S. dollar denotethaccounts, we do not have fore
currency risk. Our operating costs are reported.B. dollars.

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

Iltem 4. 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 198 amended, is recorded, processed, summarizeteparted within the tir
periods specified in the SE€tules and forms. Our Chief Executive Officer &idef Operating Officer have evaluated the effesiess of ot
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 includedasercontrol 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 orreof 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 syaiuation, our Chief Executive Officer and ChigdeBating Officer have concluded that
of the end of such period, our disclosure contanid procedures were effective, and we have disedveo material weakness.

Changes in Internal Control over Financial Reporting

There have not been any changes in our interndtalaover financial reporting (as such term is defi in Rules 13a-15(f) and 188 f)
under the Exchange Act) during our fourth fiscahiqer that have materially affected, or are reailynigkely to materially affect, our interr
control over financial reporting.

PART Il - OTHER INFORMATION
Item 1. Legal Proceedings.

In the ordinary conduct of our business, we mayolrexinvolved in various lawsuits and legal procegdj which arise in the ordin:
course of business. However, litigation is subjedhherent uncertainties, and an adverse restitteése or other matters may arise from tin
time that may harm our business. We are curremtiyaware of any such legal proceedings or clairaswe believe will have, individually or
the aggregate, a material adverse affect on oundss financial condition or operating resultseptas set forth below.

On September 3, 2009, XsunX received notice ofctiorafiled by a vendor in the State of Oregon, Mamah County, requesting, a) 1
the court grant the re-possession of certain im@dligfas management equipment (the “equipmeot’shipment back to the vendor (XsunX
returned the equipment to the vendor on Augus2289), b) that the court grant the vendor unspettife-stocking and rehipment fees, or
the sum of $117,207.07 plus interest and collecfiees for payment for the equipment. The vendoegallions stem from XsunX’
determination that the vendor had modified an ofdetthe equipment previously placed by XsunX withapproval by XsunX through t
issuance of an authorizing purchase order. AtterbptXsunX to return the equipment were met with dads for restocking fees from tt
vendor. XsunX has refused to paystecking fees. The vendor agreed to the returhetguipment and then subsequently filed its cl&imce
the filing of the claim the vendor has proposed tharovide XsunX with a re-stocking credit leagimpproximately $95,000 in rocking
fees, interest, and collection fees. We dispute #rmount and have retained counsel to aggressdefBnd this matter. At this time t
Company is unable to estimate a loss, if any, edl&b this action.
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Item 1A. Risk Factors
There are no material changes from the risk fagioegiously disclosed in the Company’s Form 10{&dion January 13, 2010.

We Have Not Generated Any Significant Revenues &dr Financial Statements Raise Substantial Doubt @i 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 tmed months ended December 31, 2009 and 2008 vE3,%¢4) and $(1,239,61
respectively. Net cash used for operations was%{58) and net cash provided was $2,117,910 fothite® months ended December 31, :
and 2008, respectively. From inception through Bewer 31, 2009, we had an accumulated deficit 02 2&2,346).

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

We we will need to obtain additional financing temistinue to operate our business, including capitakpenditures to complete t
development of marketable thin film manufacturing¢hnologies, and financing may be unavailable ora@iable only on disadvantageo
terms which could cause the Company to curtail litgsiness operations and delay the execution obitisiness plan.

We have in the past experienced substantial lessgésiegative cash flow from operations and haveired, financing, including equi
and debt financing, in order to pursue the comnadreition of products based on our technologies. Wile continue to need significa
financing to operate our business. Furthermoregetiban be no assurance that additional financidgbeiavailable or that the terms of s
additional financing, if available, will be accepka to us. If additional financing is not availaldenot available on terms acceptable to us
ability to fund our operations, complete the depeient of marketable technologies, develop a saéwark, 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.

We will be required to raise additional financingybissuing new securities with terms or rights superto those of our shares
common stock, which could adversely affect the metririce of our shares of common stock and our mess.

We will require additional financing to fund futumperations, including expansion in current and mawrkets, 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 equsigcurities, the percentage ownership o
current stockholders will be reduced, and the hsldé the new equity securities may have rightsesiop to those of the holders of share
common stock, which could adversely affect the raagtice and the voting power of shares of our comistock. If we raise additional fur
by issuing debt securities, the holders of thedst decurities would similarly have some rights eerid 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 onlmuginess.
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If future products based on technologies we are éleping cannot be developed for manufacture anddsa@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 sekbglaent efforts will be successful or that wel wi able to develop commerc
applications for our products and technologiesttar the areas in which we are developing tectgietoand 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 devebapingoals, 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 potentiahgetitors to gain market advantages.

There is no assurance that the market will acceptr groducts once development has been completectwvlsbuld 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 hysomers. The market prices
products based on our technologies may exceedrtbespof competitive products based on existindinetogies or new products basec
technologies currently under development by consti There can be no assurance that the pricpsodficts based on our technologies
be perceived by consumers as cefétctive or that the prices of such products Ww#él competitive with existing products or with othew
products or technologies. If consumers do not acpepducts based on our technologies, we may bélerta 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 duusiness

We will be competing with firms, both domestic diodeign, that perform research and developmentyelsas firms that manufactt
and sell solar products. In addition, we expecitafthl potential competitors to enter the marKketssolar 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. @hemm be no assurance that one or more such coespaill 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 tomguete successfully, our business wi
suffer and we may lose or be unable to gain mathete.

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

We have established a plan of operations underhwaiportion of our operations rely on strategi@tiehships with third parties,
provide systems design, assembly and support. & ddsany of our third party relationships for argason could cause us to experit
difficulties in implementing our business strate@here can be no assurance that we could estadtheh relationships of adequate expertis
a timely manner or at all.

We may suffer the loss of key personnel or may behle to attract and retain qualified personnel tmaintain and expand ot
business which could have a material adverse affectour business.

Our success is highly dependent on the continuedices 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 nonprofieagsh sectors.
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We may not be successful in protecting our intetieal property and proprietary rights and may be réed to expend significar
amounts of money and time in attempting to protéioese rights. If we are unable to protect our intdtual property and proprietary right
our competitive position in the market could suffer

Our intellectual property consists of patents, éradcrets, and trade dress. Our success depepad 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 problemay 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 fotgras covering both our technologies and our prisjufcany, 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 teclogas or may duplicate technolog
developed by us.

We are not currently a party to any litigation witgspect to any of our patent positions or tradeets. However, if we become invol
in litigation or interference proceedings declabgdthe United States Patent and Trademark Officetlwer intellectual property proceedi
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 dismupti our business. Even if successful on priggityunds, an interference proceeding
result in loss of claims based on patentabilityugds raised in the interference proceeding. Unicgiga resulting from initiation ar
continuation of any patent or related litigatioaaamight 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 requsérto enter into royalty or licensing agreemaevith 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 proprietafgrmation, these measures may
provide adequate protection for such informationr @olicy is to execute confidentiality and propeiy 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. Evenghdhese 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,abmi 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 declireerasult of increased competition. Co
and timeeonsuming litigation might be necessary to enf@wd determine the scope of our proprietary riggatsl failure to obtain or maint:
trade secret protection might adversely affectaility 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 cdlsguations in demand for our products, produdtes, volumes and margi
Future economic conditions may not be favorableuoindustry. A decline in the demand for our pretdwr a shift to lowemargin product
due to deteriorating economic conditions could askly affect sales of our intended products and profitability and could also result
impairments of certain of our assets.

Standards for compliance with section 404 of TherBanesOxley Act Of 2002 are uncertain, and if we fail womply in a timel
manner, our business could be harmed and our stpeice could decline.

This quarterly report does not include an attestateport of the Companys'registered public accounting firm regarding in&ércontra
over financial reporting. Management's report wassubject to attestation by the Comparg registered public accounting firm pursuar
temporary rules of the Securities and Exchange Cissiam that permit the company to provide only nggmaent's report in this quarte
report. The standards that must be met for managietnessess the internal control over financipbréng as effective are new and comg
and require significant documentation, testing podsible remediation to meet the detailed standandswill impose significant additior
expenses on us. We may encounter problems or delay@mpleting activities necessary to make anssssent of our internal control o
financial reporting. In addition, rules may be agabby the SEC, pursuant to Section 404 of the BedOxley Act of 2002 that will requil
annual assessment of our internal control overnfired reporting, and attestation of our assessrbgnour independent registered pu
accountants. The attestation process by our indkpenegistered public accountants will be new aeadnay encounter problems or delay
completing the implementation of any requested owpments and receiving an attestation of our assssby our independent registe
public accountants. If we cannot assess our inteordrol over financial reporting as effective,arr independent registered public accoun
are unable to provide an unqualified attestatigroreon such assessment, investor confidence aré shlue may be negatively 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 $tsuoice it meets one or more of the definitionsRoles 15g-2 through 158-
promulgated under Section 15(g) of the Exchange Huogse include but are not limited to the follogiili) the common stock trades at a p
less than $5.00 per share; (ii) the common stocloidraded on a “recognizedational exchange; (iii) the common stock is nobted 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 dasied ¢‘penny stock” is that securities brokdealers cannot recommend our Common ¢
to investors, thus hampering its liquidity.

Section 15(g) and Rule 15g-2 require brollerlers dealing in penny stocks to provide poteirtieestors 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 15g-9 requires brokdgalers in penny stocks to approve the accounngfimvestor for transactions in such stc
before selling any penny stock to that investolisTirocedure requires the brokdgaler to (i) obtain from the investor informaticoncernin
his or her financial situation, investment expetieerand investment objectives; (ii) reasonably deitee, 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; amyiréceive a signed and dated copy of such statefreen 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:

0 investors may have difficulty buying and sellingatntaining market quotation

0 market visibility for our common stock may be liett anc

0 a lack of visibility for our common stock may hasedepressive effect on the market for our corr
stock.

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

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

The market price of our common stock is likely ® Highly volatile and could fluctuate widely in geiin response to various fact
many of which are beyond our control, including:

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

. sales of our common stoc

. our ability to integrate operations, technologydarcts 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;

. perioc-to-period fluctuations in our financial resul

Because we have a limited operating history withited revenues to date, you may consider any oteeske 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 vbitgatiand the market price of securities of manynpanies have experienced wide fluctuat
that have not necessarily been related to the tipesa performances, underlying asset values sgacts 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 aan to develop and exploit existing i
new technologies and to expand into new markets.éi}ploitation of our technologies may, thereftre dependent upon our ability to ob
financing through debt and equity or other means.
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Item 2. Unregistered Sales of Equity Securities andse of Proceeds

On October 16, 2009, the Company accepted an fuffehe sale of 2,556,818 shares of its restricihmon stock in a private placem
for cash proceeds of $225,000. The shares wereddawa transaction exempt from registration punst@ Section 4(2) of the Securities Act.

On November 16, 2009 the Company issued 53,78%shafrits common restricted stock for servicesteelao marketing and pub
relations valued at $10,000 dollars. The sharegussued in a transaction exempt from registrapiorsuant to Section 4(2) of the Secur
Act.

On December 31, 2009 the Company accepted anfoffére sale of 1,000,000 shares of its restricmimon stock in a private placemr
for cash proceeds of $88,000. The shares weredssietransaction exempt from registration purstasection 4(2) of the Securities Act.

Item 3. Defaults Upon Senior Securities

None.

Item 4. Submission of Matters to a Vote of SecurityHolders
None.

Item 5. Other information

Item 6. Exhibits and reports on Form 8-K -

(a) Exhibits:

EXHIBIT DESCRIPTION

3.1 Articles of Incorporation (1

3.2 Bylaws (2)

10.1 XsunX Plan of reorganization and Asset Purchase&mgent, dated September 23, 200z

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)

311 Certifications of the Chief Financial Officer puest to Section 302 of the Sarba-Oxley Certification Act of 2002 (7

31.2 Certifications of the Chief Operating Officer puasii to Section 302 of the Sarba-Oxley Certification Act of 2002 (7

32.1 Certification Pursuant To 18 U.S.C. Section 1358 Ailopted Pursuant To Section 906 of the Sarbamxésy@ertification
Act Of 2002 (7)

32.2 Certification Pursuant To 18 U.S.C. Section 1358 Ailopted Pursuant To Section 906 of the Sarl-Oxley Certification

Act Of 2002 (7)

(1) Incorporated by reference to Registration StaterRentn 10SB12G #0029621dated February 18, 2000 and by referencehibiés
included with the Company’s prior Report on ForriK/2: filed with the Securities and Exchange Commussilated October 29,
2003.

(2) Incorporated by reference to Registration StaterRent 10SB12G #000-29621 filed with the Securitied Exchange Commission
dated February 18, 200

(3) Incorporated by reference to exhibits included wlith Compan’s prior Report on Form-K/A filed with the Securities an
Exchange Commission dated October 29, 2

(4) Incorporated by reference to exhibits included whi Compan’s prior Report on Form-K filed with the Securities and Exchan
Commission dated October 15, 20
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(5) Incorporated by reference to exhibits included wlith Company’s prior Report on Form 8-K filed witte Securities and
Exchange Commission dated October 27, 2

(6) Incorporated by reference to exhibits included wiith Company’s prior Report on Form 8-K filed witte Securities and
Exchange Commission dated February 10, 2

(7) Provided herewitl
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SIGNATURES

Pursuant to the requirements of Section 13 or 16{dhe Securities Exchange Act of 1934, as amentihedRegistrant has duly caused
report to be signed on its behalf by the underslgtieereunto duly authorized.

XSUNX, INC.

Dated: February 12, 2010 By: /s/ Tom M. Djokovich

Tom M. Djokovich,
Principal Executive and Financial Officer

Dated: February 12, 2010 By:  /d/ 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 flapaarter ended December 31, 2009 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:

(a) Designed such disclosure controls and pha@s, or caused such disclosure controls and guoes to be designed under our supervi
to ensure that material information relating to tégistrant, including its consolidated subsidigris made known to us by others within tt
entities, particularly during the period in whidfig report is being prepared;

(b) Designed such internal control over finaheceporting, or caused such internal control dirancial 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 registsadisclosure controls and procedures and presémtdds 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 in ibgistrant’s internal control over financial repogt 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 materiabaknesses in the design or operation of internatrabover 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, thatdives management or other employees who haven#isant role in the registrarg’interna
control over financial reporting.

Date: February 12, 2010

/s!/ Tom Djokovick

Name: Tom Djokovict

Titles: Chief Executive Officer, Principal Execugiv
Officer, and Principal Financial and

Accounting Officer, and Directo




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 flapaarter ended December 31, 2009 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:

(a) Designed such disclosure controls and pha@s, or caused such disclosure controls and guoes to be designed under our supervi
to ensure that material information relating to tégistrant, including its consolidated subsidigris made known to us by others within tt
entities, particularly during the period in whidfig report is being prepared;

(b) Designed such internal control over finaheceporting, or caused such internal control dirancial 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 registsadisclosure controls and procedures and presémtdds 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 in ibgistrant’s internal control over financial repogt 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 materiabaknesses in the design or operation of internatrabover 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, thatdives management or other employees who haven#isant role in the registrarg’interna
control over financial reporting.

Date: February 12, 2010

/s/ Joe Grime

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




EXHIBIT 32.1

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

In connection with the Quarterly Report of XsunKc¢l (the “Company”) on Form 1Q-for the fiscal quarter ended December 31, 200dext
with the U.S. Securities and Exchange Commissiothendate hereof (the “Reportthe undersigned hereby certifies pursuant to 18Q
Section 1350, as adopted pursuant to Section 9@&dbarbanes-Oxley Act of 2002, that to his knolgée

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 finalnmiadition and results of operation of the
Company.

Date: February 12, 2010

/s/ Tom Djokovick

Name: Tom Djokovict

Title: Chief Executive Officer, Principal Executive
Officer, and Principal Financial and

Accounting Officer, and Directo

A signed original of this written statement reqditey Section 906, or other document authenticatiacksnowledging, 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 andished to the U.S. Securities and Exchange Comonigsiits staff upon request.




EXHIBIT 32.2

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

In connection with the Quarterly Report of XsunKc¢l (the “Company”) on Form 1Q-for the fiscal quarter ended December 31, 200dext
with the U.S. Securities and Exchange Commissiothendate hereof (the “Reportthe undersigned hereby certifies pursuant to 18Q
Section 1350, as adopted pursuant to Section 9@&dbarbanes-Oxley Act of 2002, that to his knolgée

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 finalnmiadition and results of operation of the
Company.

Date: February 12, 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 authenticatiacknowledging, 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 andisthied to the U.S. Securities and Exchange Comonissiits staff upon request.




