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SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q

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

For The Quarterly Period Ended March 31, 2010
Commission File Number: 000-29621

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

Colorado 84-138415¢
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Indicate by check mark whether the registrant € filed all reports required to be filed by SewmtiB or 15(d) of the Securities Exchange Act
of 1934, as amended, during the preceding twel2g rtionths (or for such shorter period that thestegint was required to file such reports),
and (2) has been subject to such filing requiremémtthe past 90 days.

Yes No O

Indicate by check mark whether the registrantlexge accelerated filer, an accelerated filer, maccelerated filer, or a smaller reporting
company.

Large accelerated file[d Accelerated filed Non-accelerated file[d Smaller reporting comparlxl

Indicate by check mark whether the registrantsbell company (as defined in Rule 12b-2 of the BExge Act).
YesO No

The number of shares of common stock issued arsasuating as of May 14, 2010 was 208,484,641.
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PART | — FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS.
XSUNX, INC.

(A Development Stage Company)
BALANCE SHEETS

March 31, September 30,
2010 2009
(Unaudited)
ASSETS
CURRENT ASSET<
Cash & cash equivalen $ 597,44 $ 530,71
Inventory asse 240,00( 300,00(
Prepaid expenses 26,87( 118,33:
Total Current Assel 864,31! 949,04
PROPERTY & EQUIPMENT
Office & miscellaneous equipme 51,70¢ 51,70¢
Machinery & equipmer 450,38t 450,38t
Leasehold improvemen 89,82¢ 89,82¢
591,91¢ 591,91¢
Less accumulated depreciati (425,306 (378,35)
Net Property & Equipmer 166,61. 213,56¢
OTHER ASSETS
Manufacturing equipment in progre 437,21¢ 207,21
Security deposit 5,81¢ 5,81¢t
Total Other Asset 443,03: 213,03
TOTAL ASSETS $ 1,473,96. $ 1,375,64!
LIABILITIES AND SHAREHOLDERS' EQUITY
CURRENT LIABILITIES
Accounts payabl $ 521,34° $ 389,29:
Accrued expense 23,99/ 24,45
Credit card payable 5,43¢ 17,91¢
Total Current Liabilities 550,78( 431,66
LONG TERM LIABILITIES
Accrued interest on note payal 27,10: 4,25¢
Note payable, vendor 456,92. 456,92.
Total Long Term Liabilitie: 484,02: 461,17
TOTAL LIABILITIES 1,034,80: 892,83¢
COMMITMENTS & CONTINGENCIES
SHAREHOLDERS' EQUITY
Preferred stock, $0.01 par value; 50,000,000 aiztbdpreferred share - -
Common stock, no par value; 500,000,000 authorimedmon shares 208,484,641 ¢
196,484,610 shares issued and outstanding, resplgc 24,763,36 23,767,86
Paid in capital, common stock warra 3,325,86! 3,175,933
Additional paid in capita 5,238,21. 5,248,21.
Deficit accumulated during the development si (32,888,28) (31,709,20)
TOTAL SHAREHOLDERS' EQUITY 439,15¢ 482,81(
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY $ 1,473,96. $ 1,375,64!

The accompanying notes are an integral part oktfinancial statements




REVENUE
OPERATING EXPENSE!
Selling and marketing expens
General and administrative expen
Research and developmt
Stock option and warrant exper
Depreciation and amortization expel
TOTAL OPERATING EXPENSES
LOSS FROM OPERATIONS BEFORE OTHER
INCOME/(EXPENSE)
OTHER INCOME/(EXPENSES
Interest incomt
Impairment of asse!
Write down of inventory ass
Legal settlemer
Loan fees
Forgiveness of del
Other, nor-operating
Interest expense
TOTAL OTHER INCOME/(EXPENSES
NET LOSS

BASIC AND DILUTED LOSS PER SHARI

WEIGHTED-AVERAGE COMMON SHARES
OUTSTANDING BASIC AND DILUTED

XSUNX, INC.

(A Development Stage Company)

STATEMENTS OF OPERATIONS
(Unaudited)

From Inceptior

February 25, 19¢

Three Months Ende Six Months Ende through
March 31, March 31, March 31, March 31, March 31,
2010 2009 2010 2009 2010
$ - 3 - 3 - 3 - $ 14,88(
92,05¢ 30,92% 202,04¢ 131,46: 1,300,58
265,92! 652,98( 544,94¢ 1,675,92: 11,338,81
107,49: 165,89¢ 152,38 178,73 2,857,93.
75,56¢ 77,25 149,93t 154,50: 3,600,05!
23,47¢ 40,331 46,95! 77,38¢ 609,35¢
564,51t 967,39: 1,096,26! 2,218,00: 19,706,74
(564,510 (967,399 (1,096,26) (2,218,00) (19,691,86)
- 1,09¢ 44 4,50¢ 445,53
- - - - (7,031,44)
(60,000 - (60,000 - (2,177,001
- - - - 1,100,001
- - - - (7,001,99)
- 287,38: - 287,38: 592,15:
- (10¢) - 7,481 (5,215
(11,42°) - (22,867) - (118,45%)
(71,42) 288,36° (82,819 299,37: (13,196,42)
$ (63594) $ (679,026 $ (1,179,08) $ (1,918,63) $ (32,888,28)
$ (0.00) $ (0.00) $ (0.0)) $ (0.01)
201,914,09 188,868,53 200,288,20 188,868,53

The accompanying notes are an integral part oktfinancial statements




Balance at September &
2009

Issuance of common shar:
in October 2009 for cast
(2,556,818 common
shares issued at $0.088
per share ) (unaudite

Issuance of common shar:
in November 2009 for
services (53,789 commc
shares issued at a fair
value of $0.1859 per
share) (unauditec

Issuance of common shar:
in December 2009 for
subscription receivable
(2,000,000 common
shares issued at $0.088
per share) (unaudite:

Stock compensation expe!
(unaudited

Issuance of common shar:
in March 2010 for cash
(2,000,000 common
shares issued at $0.075
per share ) (unaudite

Issuance of common shar:
in March 2010 for
services (139,424
common shares issued
$0.16 per share )
(unaudited’

Issuance of common shar:
in March 2010 for cash
(6,250,000 common
shares issued at $0.08
share ) (unauditec

Stock issuance costs
(unaudited’

Net Loss for the six montt
ended March 31, 2010
(unaudited)

Balance at March 31, 201(
(unaudited)

XSUNX, INC.

(A Development Stage Company)
STATEMENT OF SHAREHOLDERS' EQUITY

Stock Deficit

Options/  Accumulatec

Additional Warrants  during the

Preferred Stoc Common Stocl Paid-in Paid-in-  Developmer

Shares Amount Shares Amount Capital Capital Stage Total

- $ - 196,484,61 $23,767,86 $5,248,21: $3,175,93( $(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(
- - 5 - - 149,93 - 149,93t
- - 2,000,001 150,00( - - - 150,00(
- - 139,42 22,50( - - - 22,50(
- - 6,250,001 500,00( - - - 500,00(
- - - - (10,000 - - (10,000
- - - - - - (1,179,08) (1,179,08)
- $ - 208,484,64 $24,763,36 $5,238,21: $3,325,86! $(32,888,28) $ 439,15!

The accompanying notes are an integral part oktfinancial statements




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

CASH FLOWS FROM OPERATING ACTIVITIES

Net loss

(Unaudted)

A djustment to reconcile net loss to net c used in operating activitie

Depreciation & amortizatio
Common stock issued for services and inte
Stock option and warrant exper
Beneficial conversion and commitment ft
Asset impairmen
Write down of inventory ass
Gain on settlement of de
Settlement of leas
Change in Assets and Liabilitie
(Increase) Decrease i
Prepaid expenst¢
Inventory held for sal
Other asset
Increase (Decrease) i
Accounts payabl
Accrued expenses
NET CASH USED IN OPERATING ACTIVITIES

CASH FLOWS USED IN INVESTING ACTIVITIES

Purchase of manufacturing equipment and facilitgzroces:
Payments on note receival

Receipts on note receival

Purchase of marketable prototy

Purchase of fixed asse

NET CASH USED BY INVESTING ACTIVITIES

CASH FLOWS FROM FINANCING ACTIVITIES

Proceeds from warrant conversi
Proceeds from debentur
Proceeds for issuance of common stock, net
NET CASH PROVIDED BY FINANCING ACTIVITIES
NET INCREASE (DECREASE) IN CASI
CASH & CASH EQUIVALENTS, BEGINNING OF PERIOI

CASH & CASH EQUIVALENTS, END OF PERIOI
SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATIC

Interest paid
Taxes paid

Six Months Ende

March 31,
2010

March 31,

2009

From

Inception
February

25,1997
through

March 31,

2010

$ (1,179,08) $ (1,918,63) $ (32,888,28)

46,95: 77,38¢ 609,35¢
32,50( 11,00( 1,996,63.
149,93 154,50( 3,600,05!

- - 5,685,57:
- - 7,031,44:
60,00( - 1,177,001
- - (287,38)
- - 59,78:
91,46: (15,389 (26,870)
- - (1,417,00)
- - (5,815
119,57 1,138,64' 2,559,51!
22,38¢ (10,449 51,00¢
(656,27) (562,93() _ (11,854,88)
(230,000  (1,400,87)  (6,054,62)
- - (1,500,00)
- - 1,500,001
- - (1,780,39)
- (68,025 (591,919
(230,000 __ (1,468,89) __ (8,426,94)
- - 3,306,25!
- - 5,850,00!
953,00( 600,000  11,723,02
953,00 600,000 _ 20,879,27
66,72t (1,431,83) 597,44
530,71° 2,389,21: -

$ 59744 $ 957,38 $ 597,44

$ 4 3 - $ 119,67

$ - 3 - 3 -

The accompanying notes are an integral part oktfinancial statements




XSUNX, INC.
(A Development Stage Company)
Notes to Financial Statements — (Unaudited)
March 31, 2010

1. BASIS OF PRESENTATIO"P

The accompanying unaudited financial statements ha&en prepared in accordance with accounting iptascgenerally accepted in-
United States of America for interim financial imfioation and with the instructions to Form 10-Q d&wle 10-01 of Regulation S-
X. Accordingly, they do not include all of the amfnation and footnotes required by generally a@memccounting principles 1
complete financial statements. In the opinion ofnagement, all normal recurring adjustments consitlemecessary for a f
presentation have been included. Operating refuthe six months ended March 31, 2010 are noessarily indicative of the rest
that may be expected for the year ending Septel@®e010. For further information refer to thedfirtial statements and footnc
thereto included in the Company's Form 10-K foryhar ended September 30, 2009.

Going Concern

The accompanying financial statements have begoaped on a going concern basis of accounting, whaitemplates continuity
operations, realization of assets and liabilitied aommitments in the normal course of businedse dccompanying financial stateme
do not reflect any adjustments that might resuthéf Company is unable to continue as a going eancehe Company does not gene
significant revenue, and has negative cash floars foperations, which raise substantial doubt attCompanys ability to continue ¢
a going concern. The ability of the Company totoare as a going concern and appropriateness ofjube going concern basis
dependent upon, among other things, additional cdakion. The Company has obtained funds fronshigreholders since its incept
through the six months ended March 31, 2010. Mamage believes the existing shareholders and theppaive new investors w
provide the additional cash needed to meet the @awip obligations as they become due, and will alloevdbvelopment of its core
business.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
This summary of significant accounting policies X$unX, Inc. is presented to assist in understandirey Companys financia
statements. The financial statements and noteepresentations of the Compasyhanagement, which is responsible for their irity
and objectivity. These accounting policies confaaraccounting principles generally accepted inUinited States of America and hi
been consistently applied in the preparation offithencial statements.

Development Stage Activities and Operations

The Company has been in its initial stages of fdionaand for the period ended March 31, 2010, hadewenues. A development st
activity as one in which all efforts are devotetbstantially to establishing a new business and &velanned principal operations h:
commenced, revenues are insignificant.

Use of Estimates

The preparation of financial statements in conftynwith generally accepted accounting principleguises management to m:
estimates and assumptions that affect the amoepisrted in the accompanying financial stateme8ignificant estimates made
preparing these financial statements include thienate of useful lives of property and equipmehg teferred tax valuation allowar
and the fair value of stock options. Actual resattsld differ from those estimates.

Cash and Cash Equivalents

For purposes of the statements of cash flows, eashcash equivalents include cash in banks and ynorekets with an origin
maturity of three months or less.

Fair Value of Financial Instruments

The Companys financial instruments, including cash and caslivedents, accounts payable and accrued liabilaiescarried at co:
which approximates their fair value, due to thatigkly short maturity of these instruments. AsMdrch 31, 2010, and September
2009, the Companyg’notes payable have stated borrowing rates tleat@rsistent with those currently available to @wnpany an
accordingly, the Company believes the carrying @atithese debt instruments approximates theivdire.




XSUNX, INC.
(A Development Stage Company)
Notes to Financial Statements — (Unaudited)
March 31, 2010

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Contired)

Loss per Share Calculations

Loss per Share is the calculation of basic earnpegsshare and diluted earnings per share. Basitnga per share are computec
dividing income available to common shareholderdh®y weightedaverage number of common shares available. Dilatgdings pe
share is computed similar to basic earnings peresbacept that the denominator is increased taudclthe number of additior
common shares that would have been outstandirigeipbtential common shares had been issued ahd #ddditional common sha
were dilutive. The Compang’diluted loss per share is the same as the la@sscpler share for the period ended March 31, 26816¢
inclusion of any potential shares would have hadrairdilutive effect due to the Company generatrigss.

Revenue Recognition

The Company recognizes revenue when services aferped, and at the time of shipment of productsyjuled that evidence of
arrangement exists, title and risk of loss havesgago the customer, fees are fixed or determinabid collection of the relat
receivable is reasonably assured. To date the @oynipas had minimal revenue and is still in theettgyment stage.

StockBased Compensation

Sharebased Payment applies to transactions in whichéity @xchanges its equity instruments for goodsewices and also applies
liabilities an entity may incur for goods or serscthat are to follow a fair value of those equistruments. We are required to follo
fair value approach using an optipricing model, such as the Black Scholes optionatbn model, at the date of a stock option g
The deferred compensation calculated under thev&ire method would then be amortized over thee@sge vesting period of the stc
option. This has not had a material impact on esaults of operations.

CAPITAL STOCK

At March 31, 2010, the Comparsyauthorized stock consisted of 500,000,000 stefresmmon stock, with no par value. The Comg
is also authorized to issue 50,000,000 shareseféped stock with a par value of $0.01 per shdiee rights, preferences and privile
of the holders of the preferred stock will be deteed by the Board of Directors prior to issuantsuzh shares. During the six mor
ended March 31, 2010, the Company issued 2,556s848:s of common stock at a price of $0.088 peresfa cash of $225,0C
1,000,000 shares of common stock issued at a pfi§@.088 per share for cash of $88,000; 53,78%eshaf common stock issued i
price of $0.1859 per share for services at a faiuer of $10,000; 2,000,000 shares of common stesiked at a price of $0.075 per sl
for cash of $150,000; 6,250,000 shares of commmrkdssued for net proceeds of $500,000; 139,424eshof common stock issued
price of $0.16 per share for services at a faiugadf $22,500. During the six months ended March2ZD9, the Company isst
3,000,000 shares of common stock at a price ofdb@e2 share for cash of $600,000; 50,000 sharesrafmon stock issued at a price
$0.22 per share for services at fair value of $10,0

STOCK OPTIONS AND WARRANT¢

The Company adopted a Stock Option Plan for thpgses of granting stock options to its employeesathers providing services
the Company, which reserves and sets aside forgthating of Options for Twenty Million (20,000,00Ghares of Commi
Stock. Options granted under the Plan may be reitheentive Options or Nonqualified Options and Ikliee administered by tl
Company's Board of Directors ("Board"). Each Optihall be exercisable to the nearest whole shranestallments or otherwise, as
respective Option agreements may provide. Notwatiding any other provision of the Plan or of anyti@pagreement, each Opt
shall expire on the date specified in the Optioreament. During the period ended March 31, 2018,Gbmpany granted no st
options.




XSUNX, INC.

(A Development Stage Company)
Notes to Financial Statements — (Unaudited)

March 31, 2010

4. STOCK OPTIONS AND WARRANTS (Continue:

A summary of the Company’s stock option activityglaelated information follows:

Outstanding, beginning of the peri
Granted

Exercisec

Expired

Outstanding, end of the period
Exercisable at the end of the per

Weighted average fair value of options grantedrduthe perioc

For the period ende

3/31/201C

Weighted

average

Numberof exercise

Options price

10,180,00 $ 0.27
- 0% -
- % -
- 0% -
10,180,000 $ 0.27
5,890,91. $ 0.31
3 B

The weighted average remaining contractual lifefifons outstanding issued under the plan as oEMat, 2010 was as follows:

Average

Stock Stock Remaining

Exercisable Options Options Contractual

Prices Outstanding Exercisable Life (years)

$ 0.4¢€ 1,150,001 950,00( 1.82 year:
$ 0.5¢ 100,00( 100,00( 1.90 year:
$ 0.4% 100,00t 100,00( 2.06 year
$ 0.41 100,00( 100,00( 2.41 year:
$ 0.3¢ 2,500,001 1,441,75! 2.57 year:
$ 0.3¢€ 500,00( 481,25( 2.62 year:
$ 0.3¢ 500,00( 481,25( 2.66 year:
$ 0.3¢ 115,00( 76,66 3.53 year:
$ 0.1€ 5,115,00! 2,159,99 4.00 year:

10,180,00 5,890,91.

Stock-based compensation expense recognized dinengeriod is based on the value of the portiostotkbased payment awards t
is ultimately expected to vest. Stobksed compensation expense recognized in the falastatements of operations during the
months ended March 31, 2010, included compensatipense for the stodkased payment awards granted prior to, but notesed, €
of March 31, 2010 based on the grant date fairevalstimated, and compensation expense for the-bsad payment awards grar
subsequent to March 31, 2010, based on the graetfda value estimated. We account for forfeituassthey occur. The stodlase:
compensation expense recognized in the statememsvétions during the six months ended March 8102nd 2009 was $149,936

$154,500, respectively.




XSUNX, INC.
(A Development Stage Company)
Notes to Financial Statements — (Unaudited)
March 31, 2010

4, STOCK OPTIONS AND WARRANTS (Continuel
Warrants

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

Outstanding, beginning of the peri
Granted

Exercisec

Expired

Outstanding, end of the period
Exercisable at the end of period

Weighted average fair value wfarrants granted during the period

At March 31, 2010, the weighted average remainogractual life of warrants outstanding:

For the period ended

3/31/201C

Weighted

average

Number of exercise

Options price

4,19533 $ 0.61
- 0% -
- % -
- 0% -
4,195,333 $ 0.61
4,047,333 $ 0.64
$ -

Average
Remaining
Warrants Warrants Contractua
Outstanding Exercisable Life (years)
112,00( 112,00( 1.01 year:

500,00( 352,00( 1.30 year:

250,00( 250,00( 1.75 year:

1,666,661 1,666,661 2.59 year:
1,666,66! 1,666,66! 2.59 years

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




XSUNX, INC.
(A Development Stage Company)
Notes to Financial Statements — (Unaudited)
March 31, 2010

5. PROMISSORY NOTE
During the year ended September 30, 2009, the Coynpanverted an accounts payable to a promissas/indhe amount of $456,9:
The note accrues interest at 10% per annum. Thee mmiuding all principal and interest, is due ®ember 1, 2011. The interest expe
related to this note for the six months ended M&th2010 is $22,846.

6. NOTES, COMMITMENTS, AND CONTINGENCIE!

Leased Facility Transactions

Our lease for facilities in Golden, at the leade @&f $1,790 per month plus $945 in triple netddotal of $2,735 per month will exp
May 30, 2010. Under agreement with the landlordplea to vacate the premises by June 15, 2010.eNa do not currently condt
operations of any significance in the facility, achine built under contract for us, and held ireimory for sale by us, is housed in
facility and we are engaged in the sale and tramdfeéhis machine as part of our plans to prepaneacate.

Settlement of Vendor Dispute

On September 3, 2009, we received notice of aomdiied by Airgas, Corp. in the State of Oregorylidomah County, requesting,
that the court grant the re-possession of certadnstrial gas management equipment (the “equipmémt’shipment back to the venc
(we had returned the equipment to the vendor onudug8, 2009), b) that the court grant the vendwpecified re-stocking and re-
shipment fees, or ¢) the sum of $117,207 plus ésteaind collection fees for payment for the equiptmEarlier attempts by us to ret
the equipment were met with demands for re-stocke®s from the vendor. We had refused to pagtoeking fees. The venc
eventually agreed to the return of the equipmentthen subsequently filed its claim. In Februard @Oprior to a summary judgme
hearing, we elected to negotiate a settlement withas Corp. agreeing to pay $114,641 in 12 equahtily payments of $9,5!
commencing March 1, 2010. No default currently &xisder this agreement.

MVSystems, Inc. Abandonment of Patent Application

In May 2008 XsunX licensed certain patented ancmagending technologies from MVSystems, Inc. In A@009 the Compat
received notice from MVSystems that one of the migpending technologies licensed by XsunX, U.SeRafpplication No. 10/905,5.
entitled “Stable Three-Terminal and Four Terminala® Cells and Solar Cell Panels Using Thilm Silicon Technology, had be
rejected by the US Patent Office for various deficies. In August 2009 MVSystems notified the Conypthat it had amended
application and réiled the amended patent application with the U&eRt Office. On January 22, 2010, the Companyived
notification from MVSystems that the above referthpatent application had again been rejected dytitied States Patent Office i
that MVSystems had elected to abandon the aboeecrefed patent application. By prior agreementCihimpany has assumed all ri¢
of MVS to prosecute or maintain the referenced qtaség@plication, and the Company continues to heldted contractual rights &
claims against MVSystems, Inc. The Company's otp&an of operations and technology developméiortsfdoes not contemplate
use of the above referenced patent applicatiomtdoby.

7. CONSENTRATION OF CREDIT RISt
The Company has a concentration of credit riskclsh by maintaining deposits with banks, which ratyimes exceed the insu
amounts. The accounts are insured by the Fedeqabdit Insurance Corporation up to $250,000 pemfiial institution. At March 3
2010, the Company’s uninsured cash deposits wet&,435.

8. SUBSEQUENT EVENT¢
The following is an item management has evaluaseslsequent events pursuant to the requiremdrdmé¢ 855.
On April 21, 2010 the Company received paymenhim amount of $240,000 for an offer it accepted @nilAL6, 2010 for the sale

inventory asset held for sale, plus certain assediattendant assets. The inventory asset wasuesahd written down to its fair mar
value for the six months ended March 31, 2010.

10




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 manufacturieghinologies 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 adaptingtteethinfilm 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 fegsreanufacturing royalties.

RESULTS OF OPERATIONS FOR THE THREE-MONTH PERIOD EN DED MARCH 31, 2010 COMPARED TO THE SAME
PERIOD IN 2009

Revenue:

The Company generated no revenues for the periudisdeMarch 31, 2010 and 2009 respectively. Additilgn there was no associated cos
sales.

Selling and Marketing Expenses

Selling and marketing expenses for the three mpatfod ended March 31, 2010 were $92,056, as cadpar$30,927 for the same perior
2009. The increase of $61,129 in selling and marge¢xpenses between the periods is primarilybattable to increase in public relat
expenses relating to increasing the Company’s exppsand efforts to establish brand awareness utiderCompanys revised plan 1
operations.

General and Administrative Expenses:

General and administrative expenses for the thi@ghmperiod ending March 31, 2010 were $265,928cagpared to $652,980 during the si
period in 2009. The decrease of $367,055 was telatienarily to closing the Comparsg/'Oregon facilities, the reduction of operationgha
Companys Colorado facilities with the intent to close tHatility, and a general reduction to salaries aperating expenses under
Company'’s re-focused plan of operations for thesttgyment of a new cross-industry thin film solamuiacturing technology .

Research and Development

Research and development for the three month peridédd March 31, 2010 were $107,491 as compar$tie®,898 during the same perior
2009. The decrease of $58,407 was due to a reduittiexpenses associated with the CompangVised plan of operations to develop a
thin film solar manufacturing technology.

Net Loss:

The net loss for the three months ended March 310 2vas $(635,943) as compared to a net loss GPB$IR6) for the same period 2009.
decreased net loss of $(43,083) includes the dpgrakpense changes discussed above, and the amgecin norcash expenses of $18,5
which includes depreciation and stock option expernkhe Company anticipates the trend of lossesmtinue in future quarters until 1
Company can recognize sales of significance of vttiere is no assurance.

RESULTS OF OPERATIONS FOR THE SIX-MONTH PERIOD ENDE D MARCH 31, 2010 COMPARED TO THE SAME PERIOD
IN 2010

Revenue:

The Company generated no revenues in the six npertbd ended March 31, 2010 and 2009 respectivalditionally, there was no associa
cost of sales.
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Selling and Marketing Expenses

Selling and marketing expenses for the six montiodeended March 31, 2010 were $202,049, as cordpar$131,462 for the same periol
2009. The increase of $70,587 in selling and margetxpenses between the periods is primarilybattable to an increase in public rela
expenses relating to increasing the Company’s exppsand efforts to establish brand awareness utiderCompanys revised plan 1
operations.

General and Administrative Expenses:

General and administrative expenses for the sixtimpariod ending March 31, 2010 were $544,949 aspeoed to $1,675,922 during the si
period in 2009. The decrease of $1,130,973 wasaelprimarily to closing the CompasyOregon facilities, the reduction of operationtha
Companys Colorado facilities with the intent to close tHatility, and a general reduction to salaries aperating expenses under
Company'’s re-focused plan of operations for thestigyment of a new cross-industry thin film solamuiacturing technology .

Research and Development

Research and development for the six month pematke March 31, 2010 were $152,382 as compared#8,$34 during the same perioc
2009. The decrease of $26,352 was due to a reduittiexpenses associated with the CompangVised plan of operations to develop a
thin film solar manufacturing technology.

Net Loss:

The net loss for the six months ended March 3102@4s $(1,179,087) as compared to a net loss @ ¥§1637) for the same period 2009.
decreased net loss of $739,550 includes the opgratipense changes discussed above, and the mgtecbfi$35,001in nonash expense
which includes depreciation and stock option expernkhe Company anticipates the trend of lossesmtinue in future quarters until 1
Company can recognize sales of significance of kvttiere is no assurance.

LIQUIDITY AND CAPITAL RESOURCES

As of March 31, 2010, we had $313,535 of workingitzd as compared to $517,387 at September 30,. 2008 decrease of $114,271 was
primarily to a decrease in the estimated valueeémtory held for sale.

During the six months ended March 31, 2010, the @amg used $(656,272) of cash for operating actisjtas compared to cash use
$(562,936) for the prior period. The increase ishcased of $93,336 for operating activities wasnprily due to a decrease in the us
accounts payable to finance operations.

Cash used by investing activities for the six merghded March 31, 2010 was $(230,000), as comparegish use of $(1,468,896) for the
period. The net decrease of cash used in investitigities was primarily due to a decrease in thecpbase of manufacturing equipment
facilities in process under the Company'’s reviskah pf operations.

Cash provided by financing activities for the sinmths ended March 31, 2010 was $953,000, as conhpa&600,000 for the prior period. (
capital needs have primarily been met from the @eds of private placements, as we are currenthéndevelopment stage and hac
revenues.

Our financial statements as of March 31, 2010 Heeen prepared under the assumption that we witirno®m as a going concern from incep
(February 25, 1997) through March 31, 2010. Ouepehdent registered public accounting firm haseidgheir report dated January 11, 2
that included an explanatory paragraph expresdimhgtantial 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 incameadjustments that might result from the outcofrthis uncertainty.

For the six months ended March 31, 2010, the Coglpaapital needs have been met from the use déimgpcapital provided by the proce:
of (i) the Company’s working capital and (ii) thales of unregistered common stock for proceedsitmf&1953,000 dollars.
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On March 30, 2010, the Company entered into a mselagreement (the “Purchase Agreement”) with Llm&ark Capital, LLC (“LPCJ
whereby LPC agreed to purchase up to an aggrefi&e @00,000 of our common stock (the “Purchaser&tia 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 PurchaseeAment we agreed to the issuance of up to 2,500s6@res of common stock (
“Commitment Shares™o LPC of which 1,250,000 have been issued to LP@rther, subject to our satisfaction of certainditons, such ¢
the effectiveness of a registration statement éogehe shares under the Purchase Agreement, LRE2G¢o buy more of the Purchase Sf
at our direction, at any time, in any amount u$5®,000 at a specified purchase price per shalgo, fursuant to the terms of the Purcl
Agreement, after the SEC has declared effectivedbstration statement, we will have the righteloa 25month period, to sell the remain
Purchase Shares to LPC in amounts up to $500,008abe, subject to certain conditions as set fortthe Purchase Agreement, up to
aggregate commitment of $5,000,000.

DEVELOPMENT STAGE COMPANY

The Company is currently working to transition fralne development stage to the implementation phadeas of the period ended March
2010, did not have any significant revenues. Thedition to revenue recognition may exceed caskrgéed 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 cbemmercialization of products based on our techyiekb We expect that we will continue
need significant financing to operate our busindsadditional financing is not available or notaéfable on terms acceptable to us, our abili
fund our operations, maintain our research andldpweent efforts necessary to complete the developmwiemarketable products or otherw
respond to competitive pressures may be significantpaired. We could also be forced to curtail dwsiness operations, reduce
investments, decrease or eliminate capital expereditand delay the execution of our business planhavould have a material adverse ai
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 accdptébus and at the times required, or at all.

Irrespective of whether the Company's cash asset® o be inadequate to meet the Company's opeedtheeds, the Company might see
compensate providers of services by issuance® ok &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 instrusie8ince all operations are in U.S. dollar denotethaccounts, we do not have fore
currency risk. Our operating costs are reportdd.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.

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

The Company maintains disclosure controls and phaees and internal controls to ensure that infoionatequired 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 aiti@mdn which the design or operation of one orrmof 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 su@luation, our Chief Executive Officer and ChigieBating 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 Reportirng
There have not been any changes in our interndtalaover financial reporting (as such term is defi in Rules 13a-15(f) and 18&f)

under the Exchange Act) during the three monthse@rdarch 31, 2010 that have materially affectedarma reasonably likely to materie
affect, our internal control over financial repagi
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PART Il - OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS

We may become involved in various lawsuits andllegaceedings, which arise in the ordinary courskusiness. However, litigation
subject to inherent uncertainties, and an advesgtrin these or other matters may arise from tingme that may harm our business. We
currently not aware of any legal proceedings ointdaother than ordinary routine litigation incidaihto 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 ltinee months ended March 31, 2010 and 2009 was B#3pand $(679,026), respectively.
cash used for operations was $(656,272) and $(86Q2@r the six months ended March 31, 2010 and208spectively. From incepti
through March 31, 2010, we had an accumulateditiefi$(32,898,289).

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. Gaperations are subject to the risks and compatitiberent 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 begleted, whether our products will achieve markateptance and whether we ob
additional financing. We may not achieve our busénebjectives and the failure to achieve such gmaldd have a materially adverse img
on us.

We expect that we will need to obtain additionahdihcing 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 theseution of its business plan.

We have in the past experienced substantial laasgsiegative cash flow from operations and haveired financing, including equity a
debt financing, in order to pursue the commerciitn of products based on our technologies. Weeeixthat we will continue to ne
significant financing to operate our business. lkemore, there can be no assurance that addifimagicing 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 execwtfavur business plan, including, with
limitation, all aspects of our operations, whichuldbhave a material adverse affect on our business.

As discussed in the “Liquidity and Capital Resosfcgection herein above, on March 30, 2010, we entetech Purchase Agreement v
LPC whereby LPC agreed to purchase up to an aggregh $5,000,000 of our common stock (referred ®ren as Purchas
Shares”).Pursuant to the terms of the Purchase Agreemei@, jtRchased an initial amount of $500,000 of sugitiRase Shares (5,000,
Purchase Shares) from us, and in consideratioh P& entering into the Purchase Agreement we agteelde issuance of up to 2,500,
shares of common stock (referred to herein as @urimitment Shares'tp LPC of which 1,250,000 have been issued to LP@ther, subje:
to our satisfaction of certain conditions, suchteseffectiveness of a registration statement dogehe shares under the Purchase Agree
LPC agreed to buy more of the Purchase Sharesratiction, at any time, in any amount up to $80,@t a specified purchase price
share. Also, pursuant to the terms of the PurcBggseement, after the SEC has declared effectigerdlgistration statement, we will have
right, over a 25nonth period, to sell the remaining Purchase Shar&®C in amounts up to $500,000 per sale, sulbjecertain conditions
set forth in the Purchase Agreement, up to theesgge commitment 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 estveeffect on us. In addition, our success will efgb 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 intetieal property and proprietary rights and may be rgged 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,dradcrets, 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 proprietéghts to the same extent as do the laws of the, ldr&l many companies have encouni
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 fotgres 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 operagevee would like. Others may develop similar teclog@és or may duplicate technolog
developed by us.

We are not currently a party to any litigation witspect to any of our patent positions or trageets. However, if we become invoh
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 claiweimiions 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. Unicgiga resulting from initiation ar
continuation of any patent or related litigatiosamight harm our ability to continue our reseascho 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 propertyspion. An adverse ruling also could subject usigmificant 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 satisfadtmys, 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 measwgsdtect our trade secrets and other proprietafgrination, 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 individbgl us during the course of the individisal’
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 proprieftarmation will not be disclosed, that otherdlwot independently develop substantii
equivalent proprietary information and techniquestherwise gain access to our trade secrets,abmif 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 declirrerasult 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 affectadility to continue our research or bring produotsarket.
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Downturns in general economic conditions could adsely affect our profitability.

Downturns in general economic conditions can cdlustuations 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 asiely 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 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 Company's registered public actingrfirm regarding internal contt
over financial reporting. Management's report was subject to attestation by the Company's registgrublic accounting firm pursuant
temporary rules of the Securities and Exchange Csgiom 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 standandiswill impose significant additior
expenses on us. We may encounter problems or delay@mnpleting 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 indegpemegistered public accountants will be new waedmnay 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 inteorgrol 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 requirementseaff 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 Ruése include but are not limited to the followifi) 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 dasted ¢penny stock” is that securities brokdealers 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 poteitigestors with documentation disclos
the risks of penny stocks and to obtain a manwsadiged 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 brokdgalers in penny stocks to approve the accounngfimvestor 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 expeteerand investment objectives; (ii) reasonably deiee, 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 reasot
capable of evaluating the risks of penny stockgaations; (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 limitedchd 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 NASD 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 expedeextreme 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 theiriralgpurchase price or at any price. In the absefiea active trading market:

. investors may have difficulty buying and sellingatataining market quotation

. market visibility for our common stock may be liedt, and
. a lack of visibility for our common stock may haa@epressive effect on the market for our commockst
Due to the low price of the securities, many brakgerfirms may not be willing to effect transacti@mshe 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 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 fact
many of which are beyond our control, including:

. technological innovations or new products and ses/by us or our competito
. additions or departures of key personnel,

. sales of our common stoc

. our ability to integrate operations, technologydurcts and services;

. our ability to execute our business plan;

. operating results below expectatio

. loss of any strategic relationship;

. industry development:

. economic and other external factors; and

perioc-to-period fluctuations in our financial resul

Because we have a limited operating history withitkd revenues to date, you may consider any otleese 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 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 can to develop and exploit existing i
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.
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ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS

On March 17, 2010 the Company accepted an offethfosale of 2,000,000 shares of its restrictednnomstock in a private placement
cash proceeds of $150,000. The shares were isswettdnsaction exempt from registration pursuaugdction 4(2) of the Securities Act.

In March 2010, the Company issued 139,424 shardts o€stricted common stock in connection witheavice agreement to provi
marketing and financing service to the Companybj&at to the service agreement the shares weredati$22,500. Such shares were is
in a transaction exempt from registration pursuar8ection 4(2) of the Securities Act.

On March 30, 2010, the Company issued certain gesupursuant to a securities purchase agreerodrihtoln Park Capital Fund, LL
Information related to this issuance was disclaagtle Company’s Current Report on Form 8-K fileithwhe SEC on April 1, 2010.

ITEM 3. DEFAULTS UPON SENIOR SECURITIES
None.

ITEM 4. (REMOVED AND RESERVED)

None.

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 Purchasedégent, dated September 23, 2002

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

10.3 Form &K related to a Material Definitive Financing Agreent entered into by the Company.

104 Form &-1 related to the filing of a registration statemlepthe Company.(€

311 Certifications of the Chief Executive and Financficer pursuant to Section 302 of the Sarbaneley&ertification 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 SarbamxésyCertification
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 Staterentn 10SB12G #000-29621dated February 18, 200®bwmeference to exhibits
included with the Compar's prior Report on Form-K/A filed with the Securities and Exchange Commussilated October 29, 20C

(2) Incorporated by reference to Registration StaterRentn 10SB12G #0(-29621 filed with the Securities and Exchange Corsinisdate
February 18, 200(

(3) Incorporated by reference to exhibits included wiith Company’s prior Report on Form 8-K/A filed wihe Securities and Exchange
Commission dated October 29, 20

(4) Incorporated by reference to exhibits included wlith Company’s prior Report on Form 8-K filed witle Securities and Exchange
Commission dated February 24, 20

(5) Incorporated by reference to exhibits included wlith Compan’s prior Report on Form-K filed with the Securities and Exchan
Commission dated April 1, 201

(6) Incorporated by reference to exhibits included wiith Compan’s prior Report on Form-1 filed with the Securities and Exchar
Commission dated April 30, 201

(7) 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: May 17, 2010 By: /s/ Tom M. Djokovich

Tom M. Djokovich,
Principal Executive and Financial Officer

Dated: May 17, 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 periodexhMarch 31, 2010 of XsunX, Inc.;

2. Based on my knowledge, this report does notatoretny untrue statement of a material fact or dnfitate a material fact necessary to r
the statements made, in light of the circumstanceter which such statements were made, not misigadith respect to the period coverec
this report;

3. Based on my knowledge, the financial statememtd,other financial information included in théport, fairly present in all material respt
the financial condition, results of operations aadh flows of the registrant as of, and for, thegos presented in this report;

4.1 am responsible for establishing and maintgjrdisclosure controls and procedures (as definétkaihange Act Rules 13a-15(e) and 15d-15
(e)) and internal control over financial reportifag defined in Exchange Act Rules 13a-15(f) and15(d)) for the registrant and have:

(a) Designed such disclosure controls and procsgorecaused such disclosure controls and procedaige designed under our supervisio
ensure that material information relating to thgisgant, including its consolidated subsidiarissinade known to us by others within th
entities, particularly during the period in whidfig report is being prepared;

(b) Designed such internal control over financigbarting, or caused such internal control overrfaial 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 registsanisclosure controls and procedures and presentéus 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 the segnt’s internal control over financial reportitigat occurred during the registramtnos
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 registrans other certifying officer (s) and | have discloséased on our most recent evaluation of interoaltrol 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 material weakses in the design or operation of internal cordwer 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, that invedvmanagement or other employees who have a sigmifrole in the registrast’internz
control over financial reporting.

Date: May 17, 2010

/s/ Tom Djokovick

Name: Tom Djokovict

Titles: Chief Executive Officer,

Principal Executive Officer, and Principal Finar@ad
Accounting Officer, and Directc




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 periodexhMarch 31, 2010 of XsunX, Inc.;

2. Based on my knowledge, this report does notatoretny untrue statement of a material fact or dnfitate a material fact necessary to r
the statements made, in light of the circumstanceter which such statements were made, not misigadith respect to the period coverec
this report;

3. Based on my knowledge, the financial statememtd,other financial information included in théport, fairly present in all material respt
the financial condition, results of operations aadh flows of the registrant as of, and for, thegos presented in this report;

4.1 am responsible for establishing and maintgjrdisclosure controls and procedures (as definétkaihange Act Rules 13a-15(e) and 15d-15
(e)) and internal control over financial reportifag defined in Exchange Act Rules 13a-15(f) and15(d)) for the registrant and have:

(a) Designed such disclosure controls and procsgorecaused such disclosure controls and procedaige designed under our supervisio
ensure that material information relating to thgisgant, including its consolidated subsidiarissinade known to us by others within th
entities, particularly during the period in whidfig report is being prepared;

(b) Designed such internal control over financigbarting, or caused such internal control overrfaial 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 registsanisclosure controls and procedures and presentéus 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 the segnt’s internal control over financial reportitigat occurred during the registramtnos
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 registrans other certifying officer (s) and | have discloséased on our most recent evaluation of interoaltrol 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 material weakses in the design or operation of internal cordwer 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: May 17, 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 XsunK¢. (the “Company”) on Form 1Q-for the three months ended March 31, 2010 ad ¥il¢h
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 requiremeotsSection 13(a) or 15(d) of the Securities ExcleaAgt of 1934; and

2. The information contained in the Report fairhegents, in all material respects, the financialdition and results of operation of the
Company.

Date: May 17, 2010

/s/ Tom Djokovick

Name: Tom Djokovict

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

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 XsunK¢. (the “Company”) on Form 1Q-for the three months ended March 31, 2010 ad ¥il¢h
the U.S. Securities and Exchange Commission oddbe himself (the “Report”the undersigned hereby certifies pursuant to 18QJ).Sectio
1350, as adopted pursuant to Section 906 of theaBas-Oxley Act of 2002, that to his knowledge:

1. The Report fully complies with the requirementSection 13(a) or 15(d) of the Securities ExcleaAgt of 1934; and

2. The information contained in the Report fairhggents, in all material respects, the financialdition and results of operation of the
Company.

Date: May 17, 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.




