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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 June 30, 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) dfie Act:
Title of each class: None Name of each exchangehich registered: N/A
Securities registered pursuant to Section 12(g) tfie Act:
Common Stock, no par value per share

Indicate by check mark whether the registrant ¢ filed all reports required to be filed by Seeti or 15(d) of the Securities Exchange
of 1934, as amended, during the preceding twel2grtlonths (or for such shorter period that thestegnt was required to file such reports),
and (2) has been subject to such filing requireméotthe past 90 days. YBS No [
Indicate by check mark whether the registrant lsmstted electronically and posted on its corpo¥atb site, if any, every Interactive Data
File required to be submitted and posted pursuaRide 405 of Regulation S-T (8§232.405 of this ¢bgpduring the preceding 12 months (or

for such shorter period that the registrant wasired to submit and post such files). Y8s No [

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

Large accelerated fildr] Accelerated filefx] Non-accelerated filer Smaller reporting compariy
O

Indicate by check mark whether the registrantshell company (as defined in Rule 12b-2 of the Exgje Act). Ye&l No

The number of shares of common stock issued argfamating as of August 10, 2009 was 189,342,437.
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ASSETS:

Current assets:
Cash
Inventory Held for Sal
Prepaid Expenses

Total current assets

Fixed assets
Office & Misc. Equipmen
Research and Development Equipnr
Leasehold Improvements
Total Fixed Asset
Less: Accumulated Depreciation

Net fixed assets
Other assets:
Manufacturing Equipment in Progre
Security Deposit

Total other assets

TOTAL ASSETS

LIABILITIES AND STOCKHOLDERS' EQUITY:

XsunX, Inc.
(A Development Stage Company)
Balance Sheets

Current Liabilities:
Accounts Payabl
Accrued Expenses

Total current liabilities

Stockholders' Equity:

Preferred Stock, par value $0.01 per share; 5000

shares authorized; no shares issued and outstg

Common Stock, no par value; 500,000,000 share®an¢l;
189,342,437 shares issued and outstanding at Dyr&9a39
and 186,292,437 shares issued and outstandingtrSiger 30, 200

Paid in Capita- Common Stock Warran
Additional Paid in Capite

(Deficit) accumulated during the development stage

Total stockholders' equity

TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY

June 30 September 3

2009 2008
(Unaudited)
$ 603,35 $ 2,389,21L
1,417,001 1,417,001
12,65¢ 11,98¢
2,033,01i 3,818,20:
51,77¢ 50,01(
469,38 435,91(
122,68l 89,82¢
643,84: 575,74!
(417,28Y (299,559
226,55t 276,18t
1,725,501 5,824,63!
5,81¢ 5,81F
1,731,31 5,830,44!
$ 3,990,88 $ 9,924,83
$ 1529,68 $ 465,95!
27,19¢ 30,957
1,556,87! 496,91(
23,224,36 22,613,36
3,034,48. 2,641,411
5,248,21. 5,248,21:
(29,073,06)  (21,075,06)
2,434,00: 9,427,92!
$ 3,990,888 $ 9,924,83

The Accompanying Notes are an Integral Part of ThesFinancial Statements




Revenue
Service Income

Total Revenue

Expenses:
Selling, General and Administrative Expel
Depreciatior
Impairment of Asse

Option / Warrant Expense
Total Operating Expenses

Other (Income) Expense
Interest Expens
Interest Incom:

Legal Settlemer
Loan Fee:

Other- Non Operating
Forgiveness of Debt

Total Other (Income) Expense

Net (Loss)

Per Share Information:

Basic and Dilutet

Weighted average number
common shares outstanding

Net (Loss) per Common Shar

The Accompanying Notes are an Integral Part of ThesFinancial Statements

XsunX, Inc.
(A Development Stage Company)
Statements of Operations
(UNAUDITED)

Feb. 25, 199
Three Months Ende Nine Months Ende: (Inception) tc
June 30 June 30 June 30

2009 2008 2009 2008 2009
$ - $ - $ - $ - $ 14,88(
- - - - 14,88(
555,60: 709,12! 2,541,72 2,021,83 13,822,82
40,337 23,89: 117,72¢ 47,52 552,83¢
5,240,001 - 5,240,001 - 6,444,45!
238,56 168,32: 393,06 504,96t 3,308,67.
6,074,50! 901,34 8,292,651 2,574,32i 24,128,79
5,27¢ 262 5,27¢ 1,054 96,56
(428) (47,46)) (4,937) (161,579 (444,98
- - - - (1,100,001
- - - - 7,001,99i
- 18€ (7,48)) 381 (2,26€)
- - (287,38 - (592,159
4,84¢ (47,012 (294,52Y (160,14() 4,959,15!

$ (6,079,35) $

(854,329 $ (7,997,99) $ (2,414,18) $ (29,073,06)

189,342,43

176,107,77

189,026,50

173,085,01

$ (0.09 $

0.00 $

0.04 $

(0.01)




XsunX, Inc.
(A Development Stage Company)
Statements of Cash Flows
(UNAUDITED)

Feb. 25, 199
Nine Months Ended (Inception) tc
June 30 June 30,
2009 2008 2009
Cash Flows from Operating Activities:
Net (Loss) $ (7,997,99) $ (2,414,18) $ (29,073,06)
Adjustments to reconcile net loss to cash use
operating activities
Issuance of Common Stock for Inter - - 241,38:
Issuance of Common Stock for Servi 11,00( - 1,599,25.
Amortization of Cornell financing warrants, contiment fees and beneficial convers - - 5,685,57.
Option / Warrant Expens 393,06 504,96t 3,308,67.
Asset Impairmen 5,240,001 - 6,444,45!
Depreciatior 117,72¢ 47,52 552,83¢

Changes in Operating Assets and Liabilit

Decrease(Increase) in Inventory Held for & 88,25( (1,417,00i)

Decrease(Increase) in Prepaid Expe (670 54,373 (12,65¢)
Decrease (Increase) in Other Ass - - (5,81%)
Increase (Decrease) in Accounts Payi 1,063,73 (267,355 3,135,97.
Increase (Decrease) in Accrued Exper (3,767 90,21¢ 27,19¢
Net Cash Flows Used in Operating Activit (1,176,89) (1,896,20i) (9,513,18)
Cash Flows from Investing Activities:
Purchase of Fixed Asse (68,09¢) (2,460,89) (643,84)
Purchase of Marketable Prototype and P& - - (1,780,39)
Purchase of Manufacturing Equipment and Facil- In proces: (1,140,877 - (6,965,49))
Payments on Note Receival - - (1,500,001
Receipts on Note Receivat - 1,500,00! 1,500,00!
Accrued Interest Earned on Notes Receivi - 143,45: -
Net Cash Flows Used in Investing Activiti (1,208,961 (817,439 (9,389,73))
Cash Flows from Financing Activities:
Proceeds from Warrant Conversi - (182,32() 3,306,25!
Proceeds from Debentur - - 5,850,00!
Net Proceeds from Sale of Common St 600,00( 5,700,001 10,350,022
Net Cash Flows Provided by Financing Activit 600,00( 5,517,68! 19,506,27.
Net Increase (Decrease) in C: (1,785,869 2,804,03 603,35:
Cash and cash equivalents - Beginning of period 2,389,211 1,773,74 -
Cash and cash equivalents - End of period $ 603,35: $ 4,577,78 $ 603,35-

Supplemental Disclosure of Cash Flow Informatior
Cash Paid During the Period f
Interest $ - 1,054 119,61°

Income Taxes $ - 3 - $ -

L4
L

The Accompanying Notes are an Integral Part of ThesFinancial Statements




XSUNX, INC.
(A Development Stage Company)
Notes to Financial Statements
June 30, 2009
(Unaudited)

Note 1 — Presentation of Interim Information:

The unaudited interim consolidated financial stapta of the Company included herein have been prdpa accordance with generally
accepted accounting principles for interim finahaiéormation and in accordance with the instrusidor Form 10-Q under Article 8.03 of
Regulation S-X. These statements do not includefahe information and notes to the financial eta¢nts required by generally accepted
accounting principles for complete financial stages. In the opinion of management, all adjustm@massisting of normal recurring
accruals) considered necessary for a fair presentahve been included.

Operating results for the nine month period endsegt B0, 2009, are not necessarily indicative oféiselts that may be expected for the
year ending September 30, 2009. The unaudited tdata financial statements should be read inumetjon with the audited consolidat
financial statements and notes thereto for thalffigear ended September 30, 2008, included in tmepany’s Annual Report on Form 10-
K\A, as filed with Securities and Exchange Comnaissi

Note 2 — Restatement of Financial Statements fohé Fiscal Periods 2007 and 2006:

As a result of the suspension of our prior audilagper — Hall PC, by the Public Company Accountingrsight Board (PCAOB) on
October 28, 2008, the Company engaged new augitarsvas required to re-audit the financial statamfar the years ended September 30,
2006 and September 30, 2007. The financial statenfienthe fiscal periods 2006 and 2007 have bestated to reflect the adjustments to
accounting estimates in those periods. In fiscat @907, the total impact of these changes wasctease net loss by $679,349. $447,012 of
this additional loss was related to a change iimasgé for option and warrant expenses and didmpatt cash. There was also an increase to
non-cash depreciation expense of $62,354, andraalezto accrued interest income of approximaté/8B2 that resulted from adjustments
in interest calculations corrected in the 2008dig®Eriod. Additionally, there was a $65,000 agsgiairment charge and a $27,111impact to
cash expenses as a result of the audit adjustniérse was no impact to loss per share as it resde$0.01 loss per share for the period.

In fiscal year ended September 30, 2006, there augdé adjustments totaling $5,671,048 as reduc¢tiaret income resulting in minimal
impact to cash expenses. The largest adjustmexrtesaio the amortization of loan fees associatéu eainvertible debentures issued in the
2005 and 2006 fiscal years. We took a $6,373,18@&iaedal charge for the amortization of expensemaimted with debenture structuring
fees, debenture commitment fees, and expensedsugdtiie to the beneficial conversion costs fohnoney stock and warrant conversion
under the debentures. Of this total, $47,216 wasipacash, the remainder in common stock. Deptietieexpense was reduced by $66,265
and warrant and option expenses were reduced by, #8@ for the period. This resulted in additionahscash net income of $552,519 that
partially offset the amortization of the loan fessociated with the convertible debentures. Intengsense was also reduced by $111,117 anc
there were $38,472 of other expense adjustmente.niidere was an increased loss per share assouidltetthese restatements of $0.05 per
share bringing the total to $0.07 loss per share.

In the three months ended June 30, 2008, theitofact of the restatement was an increase in 8etd6$167,185. $168,322 resulted
from increased option and warrant expense, and8Igf.other expense adjustments.

In the nine months ended June 30, 2008, the tofact of the restatement was a decreased netfl§850,648. $803,899 resulted from
decreased option and warrant expense, $77,882a8®ir interest income and $11,133 of other expadgstments.

Reclassification: Certain amounts in the priormnf@encials have been reclassified to conformh®sdurrent year presentation.

Note 3 — Going Concern:

We are a development stage company and, to date rwd generated any significant revenues. Therapanying consolidated financial
statements have been prepared in conformity witbh@aating principles generally accepted in the WhiBtates of America, which contempl
our continuation as a going concern. Net lossHerrtine months ended June 30, 2009 was $7,9971r988dition, the Company has an
accumulated deficit of $29,073,061 since inception.




The items discussed above raise substantial danabott @ur ability to continue as a going concern. d&lienot assure you that we can
achieve or sustain profitability in the future. Quoerations are subject to the risks and competitiberent in the establishment of a business
enterprise. There can be no assurance that fupgetions will be profitable. Revenues and profftany, will depend upon various factors,
including whether we will be successful in licergsmur technologies and developing joint venture ufiacturing relationships, and whether
we obtain additional financing. We may not achieue business objectives and the failure to achsend goals would have a material
adverse impact on us.

The Company is currently working to transition froine development stage to the implementation phadeas of the period ended June
30, 2009, did not have any significant revenue® fFansition to revenue recognition may exceed gasierated from operations in the cur
and future periods. We have in the past experieaubdtantial losses and negative cash flow fromatipems and have required financing,
including equity and debt financing, in order tague the commercialization of products based orteximologies. We expect that we will
continue to need significant financing to operatelmusiness. The Company needs to raise additcapédal to complete its operational plan.

The financial statements do not include any adjeststo reflect the possible future effects onrdmmverability and classification of
assets or the amounts and classifications of liesilthat my result from the possible inabilitytbE Company to continue as a going concern.

Note 4 — Common Stock Transactions:

The authorized common stock of the Company wabksted at 500,000,000 shares with no par value.
Financing

There were no shares issued for financing duriegytharter ended June 30, 2009

In the nine months ended June 30, 2009, there ywcament of the Company’s common stock pursusahtS-1 Registration declared
effective by the U.S. Securities and Exchange Casimn on April 10, 2008, the Company has sold 3@@®shares of common stock at a
price of $0.20 each, for total proceeds of $600@0Busion Capital Fund II, LLC during the threentits ending December 31, 2008.

Pursuant to the S-1 Registration Statement deckffedtive by the SEC on April 10, 2008, the Comphas sold to Fusion Capital Fund
II, LLC through December 31, 2008, approximately34g,581 shares for a total investment of $5,80MD,0Chese shares were sold at various
pricing between $0.405 and $0.20 per share. lindud,500,000 shares issued to Fusion as finaremngmitment shares leaving 18,152,419
registered shares available for future sales. €pistration statement is currently not availableuge for sales to Fusion.
I ssuance of Sharesfor Services

There were no shares issued for services duringubger ended June 30, 2009

For the nine months ended June 30, 2009, the Coripaumed 50,000 shares of its restricted commarkstoconnection with a services
agreement to provide marketing and financing sertacthe Company. The shares were valued at $&P8&hare, the share price on the date
the agreement was reached. The agreement end2elcember 31, 2008.

Employee I ncentive Option Grants

During the three month period ended June 30, 20@3Company did not authorize any employee incergiants.
A summary of option/ warrant activity for the nimenth period ended June 30, 2009 is as follows:




Weighted- Accrued Weighted-
Number of Average Options/ Average
Options/ Exercise Warrants Exercise

Warrants Price Vested Price
Outstanding, September 30, 2( 17,312,00 $ 0.3¢ 8,270,501 $ 0.3¢
Granted 200 7,133,33. $ 0.5¢ 5,048,33 $ 0.5:
Exercised/Cancelle (14,500,00) $ 0.1¢ (7,000,000 $ 0.1¢
Vested 825,00( $ 0.4¢€
Outstanding, September 30, 2008 9,945,33. $ 0.2¢ 7,143,83 $ 0.3¢€
Granted 200! 5,350,001 $ 0.17 526,66¢ $ 0.17
Exercised/Cancelle $ - -9 =
Vested 916,87! $ 0.1¢
Outstanding, June 30, 2009 15,295,33 $ 0.2t 8,587,37 $ 0.31

At June 30, 2009 the range of warrant/option prfoeshares under warrants/options not exercisedtaweighted-average remaining
contractual life is as follows:

Options/Warrants Outstanding Options/Warrants Exercisable

Weightec-
Weighted-  Average Weightec-
Range of Number of Average Remaining Number of Average
Option/ Options/  Exercise Contractual  Options/ Exercise
Warrant Prices Warrants Price Life (yr) Warrants Price
$0.16 5,115,000 $ 0.1¢€ 5.0 735,000 $ 0.1¢€
$0.20 250,000 $ 0.2C 4.3 250,000 $ 0.2C
$0.36 4,035,000 $ 0.3¢ 4.0 2,007,04. $ 0.3€
$0.41 100,00( $ 0.41 3.9 100,00( $ 0.41
$0.45 100,00( $ 0.4t 3.6 100,00¢ $ 0.4
$0.46 1,650,000 $ 0.4¢ 3.3 1,350,000 $ 0.4¢€
$0.50 1,666,66/ $ 0.5C 4.1 1,666,661 $ 0.5C
$051 500,000 $ 0.51 2.8 500,00( $ 0.51
$0.53 100,000 $ 0.5: 34 100,000 $ 0.5:
$0.75 1,666,661 $ 0.7t 4.1 1,666,661 $ 0.7t
$1.69 112,000 $ 1.6¢€ 2.5 112,000 $ 1.6¢

15,295,33 8,587,371

Note 5 - Stock-Based Compensation:

The Company follows SFAS No. 123(R), (“Share-BaBagment” (SFAS No. 123(R)). This statement requinas all stock-based
compensation be recognized as an expense in tuecfad statements and that such cost be measutied fir value of the grant. This
statement was adopted using the modified prospentiethod of application, which requires us to redzg compensation expense on a
prospective basis. Therefore, prior period finahstatements have not been restated. Under thisadgein addition to reflecting compensal
expense for new share-based grants, expense igeatsgnized to reflect the remaining service pedbdrants that had been included in pro-
forma disclosures in prior periods.




XsunX records the fair value of stock-based comaems grants as an expense. In order to deterrhiméair value of stock options on the
date of grant, XsunX applies the Black-Scholesasppricing model. Inherent in this model are asstiong related to expected stock-price
volatility, option life, risk-free interest rate @amlividend yield. While the risk-free interest rated dividend yield are less subjective
assumptions, typically based on factual data ddrik@m public sources, the expected stpcice volatility and option life assumptions rea
a greater level of judgment.

XsunX uses an expected stock-price volatility agsion that is based on historical implied volail# of the underlying stock which is
obtained from public data sources. With regarchéoweighted-average option life assumption, XsuaXstders the exercise behavior of past
grants and models the pattern of aggregate exerd®sdterns are determined on specific criteriia®faggregate pool of optionees.

Forfeiture rates are based on the Company’s histiodiata and future estimates for stock optioreitufes. There are 15,295,332 options and
warrants issued of which 8,587,373 are vested.ekiaecise price range for the Company’s optionsvaaidants are $0.15 to $1.69. The
weighted average remaining life of the option arsdrant grants range from 2.5 years to 5 years. &#ve based our expected volatility on the
historical performance of our stock adjusted fdre&xe period of volatility that resulted from unakavents. The range of volatility for our
options and warrants is 53% to 122% based on theifgpgrant. The risk free interest rate usedun @alculation was 3.54%. Total net stock-
based compensation expense is attributable tortivigg of and the remaining requisite servicequsiof stock options previously granted.
We have recorded $238,568 of option and warran¢mesg in the quarter ended June 30, 2009 and $3®&)0éhe nine months ending June
30, 2009 relating to current vesting of historigajtanted stock options.

Note 6 — Asset Valuation:

In response to changes within the financial markatssolar industry in the three month period entlate 30, 2009 the Company modifiec
business development efforts. The change to operatid business development plans required theweand valuation assessment of each
of the assets that make up the total under the @ayip Manufacturing Equipment in Process accouhé feview has resulted in a write
down of certain assets related to the Company&tsffo establish amorphous silicon solar modulaufecturing infrastructure that the
Company does not anticipate utilizing under its mgawn. This impairment resulted in an expense 245000 and an elimination of
$260,000 of accounts payable from the associatedors as a result of the Company’s decision tmngér purchase the equipment for a
total impact on Other Assets — Manufacturing Equéptrin Progress of $5,500,000. This representtahvoite down to zero for the portion
of the Company’s Manufacturing Equipment in Procssount that cannot be utilized in the amorphdicoa solar module manufacturing
infrastructure that the Company does not anticipaieg. The valuation adjustment was the resudtrofinalysis of certain significant
unobservable events and the inputs used in detegntine amount of the valuation adjustment incltfedecision to move to new
manufacturing technology, the Compangetermination that it does not intend to useehisipment in the new manufacturing technology
current state of the financial markets ability ittahce the equipment and the discussions with énelers of the equipment regarding the
Company’s intent to not pursue the acquisitiorhef équipment. As these assets are not in setiiees was no impact to depreciation
expense or accumulated depreciation. This is acash expense item for the quarter ending Jun2@®.

The remaining value in the Company’s Manufactuiggiipment in Process account of $1,725,500 waadjasted for fair value as the
Company anticipates utilizing that equipment imiésv manufacturing technology.

While the Company continues to work to secure &lthl financing for its planned operations, it iraplemented cost reductions to salaries,
facility costs, and day to day operations whichénesulted in a reduction in monthly operating £dist approximately 30% and the use of
cash by approximately 45% compared to average rhyapierating costs in the January and Februarnoger2009. As a result of this change
in the Company’s plan of operation, the value ofaia assets that were to be exclusively used utde€ompany’s previous plan have been
written down.




Note 7 — Notes, Commitments, and Contingencies:
Leased Facility Transactions

Effective April 1, 2009 the Company reduced itsksdfacilities at its Aliso Viejo, CA offices by pmximately 50%. This resulted in
associated reductions to monthly lease and fa@hfyenses totaling approximately $2,000 leavingpathily lease and facility liability of
approximately $1,400.

The Company and Merix Corp., its landlord for thenpany’s facilities located at its 23365 Halsey,of&/illage Oregon have agreed to the
application of approximately $99,000 in monthlgde and facility over-payments made by XsunX toiiender monthly lease and facility
billings that over stated actual insurance and @myptax liabilities. This credit was applied taccaged monthly facility lease obligation in the
period ended March 31, 2009. As of June 30, 20@9Company had booked as a liability approxima$@g5,000 in unpaid rent liabilities to
Merix under the terms of the sub-lease agreemmat liability is included in accounts payableghe financial statements. The amount of
unpaid liabilities increases at approximately $88,per month. The Company is working with Merixeither negotiate alternate lease terms
or to terminate the lease. There is a $106,00€rleftcredit that supports these lease paymentsehdry a segregated cash account of the
Company.

The Company extended the lease at its Golden, &adoiacility for an additional three months expirion September 30, 2009 at the lease
rate of $1,790 per month plus $945.00 in triplefoef total of $2,735 per month

Marketable Production Prototype Machine:

Under the terms of an Expanded Use License Agreedated October 12, 2005 between XsunX and MVSysténc. the parties had
agreed to build a machine to prove technologyriterided resale and split any associated profits fre sale of the machine 50/50. As of the
date of this report XsunX has taken possessiohefitachine. An inspection of the machine by the amg on April 30 resulted in the
determination that the machine continues to faih®et contractual requirements and on May 4, 200X provided MVSystems a notice
asserting that MVSystems is in material defaulhefterms of the Separation Agreement. No resalutichis notice of default has been
agreed to by the parties.

Marketable Production Prototype Machine Sales Efforts

XsunX is engaged in efforts to market and sellapction prototype machine for its booked valu&bf17,000. We are engaged in effori
solicit buyers which have resulted in purchase iiregu The Company is scheduling on-site demonsetratwith interested parties in efforts to
sell the machine. While we believe that under tredg@ts the sale of the machine may occur we cebhe@ssured that a sale of the machine
will be finalized.

Marketable Production Prototype Sales Tax Dispute

Under a notice of default provided to XsunX in Nmlzer 2008 by MVSystems, Inc., MVSystems has claithatia sale of the production
prototype machine to XsunX by MVSystems had ocaljramd that state sales tax in the amount of appeaiely $60,000 is due. XsunX
disputes this claim. MVSystems subsequently filedcuest with the State of Colorado DepartmentefdRue for a determination on this
matter without the consent of XsunX and for what @ompany believes are strategic purposes relatde tparties’ ongoing dispute over the
machine. In March 2009 XsunX received notice fritwe State of Colorado offering determination thaalke had occurred and that sales tax
and penalties in the amount of approximately $0W6re due on what XsunX believes to be an incobasis cost for the machine of
$1,775,000. The Company believes that the tax adslifindings contain material faults related te ihterpretation of the transaction as a
result of the information provided by MVSystemsilieir determination request. On April 10, 2009 @wmnpany filed a protest and hearing
request disputing the findings of the tax auditmjuesting that the total tax liability determinatize reversed. As of the date of this report we
have not received a response from the Colorade &tatauditor office. While we believe that the em&l facts outlined within the auditor’s
determination were based on information interprétedrrectly and is likely to be reversed upon apee have a potential contingent
liability in the amount of $72,800 for tax on thetwal basis cost of the machine of $1,417,000 &yment of this tax.
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Note 8 — Subsequent Events:
Management evaluated the subsequent events aggoBALO, 2009, the date the financial statements i8sued. Management has found no
material or reportable subsequent events as otlties
Item 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, tQigarterly Report on Form 10-Q contains forward-iogkstatements. The presentation of
future aspects of XsunX, Inc. ("XsunX", the "Compaaor "issuer") found in these statements is sutiig@ number of risks and uncertainties

that could cause actual results to differ matsribm those reflected in such statements. Reafersautioned not to place undue reliance on
these forward-looking statements, which reflect agggment's analysis only as of the date hereof.dWfitlimiting the generality of the

foregoing, words such as "may", "will", "expecthélieve", "anticipate", "intend", or "could" or tiiegative variations thereof or comparable
terminology are intended to identify forward-loogistatements.

These forwardeoking statements are subject to numerous assanptiisks and uncertainties that may cause XsusAisal results to t
materially different from any future results exped or implied by XsunX in those statements. Imgrdrfacts that could prevent XsunX from
achieving any stated goals include, but are ndtdifto, the following:

Some of these risks might include, but are nottéohio, the following:
(a) volatility or decline of the Company's stock pri
(b)  potential fluctuation in quarterly resul

(c) failure of the Company to earn revenues or prc

(d) inadequate capital to continue or expand its bgsineability to raise additional capital or finamgto implement its
business plan:

(e) failure to commercialize or license its technolgy
) rapid and significant changes in mark
(g) litigation with or legal claims and allegations bwytside parties
(h) insufficient revenues to cover operating ca
There is no assurance that the Company will betpildé. The Company may not be able to succegdigivelop or license its
technology, and the Company may not be able tadttr retain qualified executives and technologgspnnel. Additionally, the Company's
products and services may become obsolete, govetmegulation may hinder the Company's businegs aalditional dilution in outstanding
stock ownership may be incurred due to the issuaho®ore shares, warrants and stock options, oexieecise of warrants and stock
options. These and other risks are inherent irlCin@pany's businesses.
The Company undertakes no obligation to publiclyse these forward-looking statements to refleenés or circumstances that arise
after the date hereof. Readers should carefulligvethe factors described in other documents thmgamy files from time to time with the

Securities and Exchange Commission, including QuigrReports on Form 10-Q , Annual Reports on FdérK and any Current Reports on
Form 8-K filed by the Company.
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Management believes the summary data presenteinh liegefair presentation of the Company's resafitsperations for the periods
presented. Due to the Company's change in busiteestopment efforts and new technology opportusiiieese historical results may not
necessarily be indicative of results to be expeftedny future period. As such, future resultshef Company may differ significantly from
previous periods.

Business Overview

In response to unprecedented changes within thigatdipance markets, and resulting changes tosthlar industry that have limit
access to capital and slowed growth in demand éstam solar technologies, XsunX has been exploopgortunities to combine t
Companys thin film expertise with advances in manufactgriechnologies from related industries that wedselimay work together
overcome current solar technology manufacturingtéitions.

These efforts have resulted in the development rédva plan of operations that have modified the Camyfs plans to directly establi
product manufacturing infrastructure. We have mif®d operations on the development of a drahsstry thin film solar manufacturii
concept that we believed provides an opportunityX®unX to combine proven thin film solar procesaéth state-of-theart mature magne!
media thin film manufacturing technologies derieaim the hard disc drive (HDD) industry to improreanufacturing output, increase i
efficiency and production yields, and lower thetsdser the production of high efficiency Copper itnth Gallium (di) Selenide (CIGS) tr
film solar cells. We plan to generate revenuesugihothe licensing of this manufacturing technolegy the establishment of joint vent
manufacturing infrastructure with our licensees.

Under our new plan of operations, we are workinggtablish a complete process that delivers prigpyienew high rate, high efficienc
and low cost front end thin film solar cell manufaing systems coupled with customized backendrsuoladule assembly and packac
systems to deliver low cost products based on sleeafi the CIGS solar thin film absorber. We anttépthat this system, when comple
will initially produce individual 125mm format (abb5” square) wafers or solar cells, eventually scaling6mm and 215mm formats (ak
6” and 8" squares), at per hour production rates we belieMepwovide exceptional commercial opportunitiesheBe wafers on flexit
metallic foil are similar in size to silicon wafeused in nearly all solar modules manufacturedytollde believe that system features
advantages for this new manufacturing method asdtiag thin film CIGS solar cell include:

= Performance: System architecture is derived from proven hasd drive deposition systems that account for tioelpctior
of over 600 million disks per ye~ equivalent to nearly 3GWp per year if this outpatrevsolar cells

= Factory Efficient and Flexible : Small system footprint allows for increased megawWMW) production of solar prodt
per factory square foot. Modular production systeewglire as little as 2,500 sqg. ft. and can be ddldstages

=  Multi-Industry /Application Solution : Production system and technology can produdeeejust solar cells or compl
solar modules offering opportunities for manufaetar

= Seeking to provide a low cost per watt drop in aepment for Poly-Si or &i silicon wafers to a large group
solar module assemble

= Of building integrated photovoltaic (BIPV) produdtsat require the use of small flexible solar cdfiat can b
adapted for use in a multitude of different shaged sized solar BIPV produc

= Existing Semi€onductor and Hard Disc Drive companies seekingswiayut idle floor space or systems to wol
the green econonr

= Thin film solar module manufacturers looking to ddrethe barriers to the production of large arew, dost, higl
efficiency thin film solar modules capable of delilng better value than silicon module soluti

It is our belief that by leveraging the manufaatgrprocesses from the HDD industry and adaptingtteethin-film solar technologies,
we can reduce the cost per watt for solar to walthly $1 per watt, thereby making solar a viablerattive in the energy field. Furthermore,
it is our belief that our expertise, experience praprietary technology in this area will allow tasseek joint ventures with larger companies
thereby generating revenue streams through licgrie#s and manufacturing royalties.
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RESULTS OF OPERATIONS FOR THE THREE-MONTH PERIOD EN DED JUNE 30, 2009 COMPARED TO THE SAME
PERIOD IN 2008

Revenue:

The Company generated no revenues in the threehnmpeniods ended June 30, 2009 and 2008. Additiprthkkre was no associated cost of
sales.

Selling, General and Administrative Expenses

Selling, General and Administrative Expenses ferttiree month period ended June 30, 2009 totalg8,$83. This represents a decrease of
$153,522 as compared to the same period in 200&wtbfaled $709,125. The decreased operating egpdretween the periods is primarily
attributable to decreased payroll expenses, leghbhacounting fees and travel and entertainmest festially offset by increased rent and
research and development expenses. A comparatahesés of the period to period performance is et below.

Salaries and Wages

Salaries and wages for the three month period eddee 30, 2009 were $184,544 as compared to $3 8irfhg the same period in 2008.
The decrease of $130,622 was driven by reducedesatnd fewer employees on the payroll duringsérod to manage the expense burn
rate of the Company. There were six full and paré employees at June 30, 2009. In March 200&raéemployees were placed on
furlough, were changed from an employee to consttus or were placed on part time in an effoddoserve capital.

Professional Services

Public relations and marketing expense for theetimenth period ended June 30, 2009 totaled $2&9dmpared to $96,162 during this
same period in 2008. The decrease of $72,252 muedecreased utilization of public relations dgithe period after several quarters of
intensive public relations efforts working on buiilg brand and market awareness.

Consulting expenses for the three month period@ddae 30, 2009 totaled $33,244 as compared to, #13sluring the same period in 2008,
a decrease of $82,459. This decrease is due tg lavlization of consulting services associatedwiite planning and preparation for our
manufacturing facility and for the payment of boafdlirector fees. The Company terminated its @@itHR manager to reduce

costs. Payments to the Board of Directors ang¢hentific advisory committee continue to be susigehto conserve available cash.

Legal and accounting fees for the three month pegraled June 30, 2009 totaled $52,884 as compafd’8,027 during the same period in
2008. This represents a decrease of $120,143 yadgeken by decreased expenditures for legal sesvpartially offset by higher accounting
review fees.

Travel and Entertainment

Expenses for travel and entertainment were $13¥@d5®e three month period ended June 30, 200% ddvinpared to $84,093 for the same
period in 2008. This decrease of $70,639 was acorgainment move to conserve cash by limitingetand entertainment expenses to high
priority travel only.

Depreciation Expense:

Depreciation expense for the three months perigéhgniune 30, 2009 has a non-cash impact of $40,8843,841 of total fixed assets
placed in service is depreciated using the strdightmethod of depreciation over periods rangiagf three to five years. Lease hold
improvements are depreciated on a straight lineslma®r the life of the lease.
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Impairment of Asset:

During the three months ended June 30, 2009, tinep@oy wrote down Manufacturing Equipment in Progssociated with portion of the
manufacturing equipment related to the Companyarsfto establish amorphous silicon solar modudsmufacturing infrastructure that the
Company does not anticipate utilizing under its mdan of operations. This impairment resultednreapense of $5,240,000 and an
elimination of associated accounts payable of $¥#Das a result of not continuing to purchase thepenent. This is a non-cash expense
item for the quarter ended June 30, 2009.

Option and Warrant Expenses:

Option and Warrant expense for the three montrodexnding June 30, 2009 was $238,568 as compafib®)322 during the same period
in 2008. This increase of $70,246 was related aniignto the vesting of current options additiomabting from those issued in previous
periods.

The net loss for the three months ended June 3@ ®@s $(6,079,354) as compared to a net loss36#(828) for the same period 2008. The
increased net loss of $5,225,026 includes (i) Terating expense changes discussed above ank(impairment of asset discussed above
in the amount of $5,240,000.

The associated net loss per share was $(0.0¥)édhtee month period ended June 30, 2009 andhassp(0.01) for the same period in 20
The Company anticipates the trend of losses tarmeain future quarters until the Company can reigsales of significance of which th
iS no assurance.

RESULTS OF OPERATIONS FOR THE NINE-MONTH PERIOD END ED JUNE 30, 2009 COMPARED TO THE SAME PERIOD
IN 2008

Revenue:

The Company generated no revenues in the nine-npamtbds ended June 30, 2009 and 2008. Additionidlgre was no associated cost of
sales.

Selling, General and Administrative Expenses

Selling, General and Administrative Expenses ferrime month period ended June 30, 2009 totalég#$2/22. This represents an increas
$519,885 as compared to the same period in 200&wtbialed $2,021,837. The increase in operatipgeses between the periods is
primarily attributable to increased rent, reseaoti development, use taxes, utilities, payroll @sps and insurance, partially offset by
reduced expenses on public relations, travel ateftamment, forgiveness of debt and option andavdrexpenses. A comparative analysi
the period to period performance is provided below.

Salaries and Wages

Salaries and wages for the nine month period edded 30, 2009 were $878,985 as compared to $83d258) the same period in 2008.
The increase of $44,727 was driven by an increasalfries related to retention of key employeektha addition of new employeeéarly ir
the period necessary for the launch of our plarsitll and establish thin film solar module mantfising infrastructure. Subsequently, the
Company reduced salaries and reduced total fu Bmployees as cost savings measures partiallgtiifiig the increase early in the nine
month period ending June 30, 2009. There weréliand part time employees at June 30, 2009Manch 2009, several employees were
placed on furlough pending continued build outhaf manufacturing facility, were changed from an kyge to contract status or were pla
on part time in an effort to conserve capital.
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Professional Services

Public relations and marketing expense for the nioath period ended June 30, 2009 totaled $161a65®mpared to $299,066 during this
same period in 2008. The decrease of $137,414gepedecreased utilization of public relationsrduthe period after several quarters of
intensive public relations efforts working on biiilg brand and market awareness.

Consulting expenses for the nine month period eddeé 30, 2009 totaled $296,485 as compared to,4258luring the same period in 20
an increase of $40,993. This increase is largegytdihigher utilization of consulting services asated with the planning and preparation for
our manufacturing facility and for the payment ofibd of director fees as well as the hiring of atcact HR manager to facilitate hiring in
Oregon. Payments to the Board of Directors and¢ientific advisory committee have been suspetatedn the period to conserve availe
cash.

Legal and accounting fees for the nine month peginded June 30, 2009 totaled $254,820 as compa&2B0,536 during the same period in
2008. This represents an increase of $24,284 ladyalen by increased expenditures for legal sewielated to equipment and materials
contract review and the efforts to defend claimsllyird party for payment of fees for claimed &8 and higher audit fees related to the re-
audit of the September 30, 2006 and 2008 finastééments.

Travel and Entertainment

Expenses for travel and entertainment were $64f@6the nine month period ended June 30, 2009. ddnspared to $178,432 for the same
period in 2008. This decrease of $114,070 was Boowgainment move to conserve cash by limitingetand entertainment expenses to high
priority travel only.

Depreciation Expense:

Depreciation expense for the nine months periodngndline 30, 2009 has a non-cash impact of $117,3263,841 of total fixed assets
placed in service is depreciated using the strdightmethod of depreciation over periods rangiogrf three to five years. Lease hold
improvements are depreciated on a straight lineslma®r the life of the lease.

Impairment of Asset:

During the three months ended June 30, 2009, tinep@oy wrote down Manufacturing Equipment in Progssociated with portion of the
manufacturing equipment related to the Companyarsfto establish amorphous silicon solar modutauafacturing infrastructure that the
Company does not anticipate utilizing under its mdan of operations. This impairment resultednreapense of $5,240,000 and an
elimination of associated accounts payable of $EBIxs a result of not continuing to purchase thepegent. This is a non-cash expense
item for the quarter ended June 30, 2009.

Forgiveness of Debit:

During the nine months ended March 31, 2008, the@amy wrote off the remainder of the accounts pkeyabsociated with the settlement
agreement with MVSystems for a non-cash total &7$281. This represents potential liabilities tvate eliminated as a result of the
settlement agreement.

Option and Warrant Expenses:

Option and Warrant expense for the nine month pegitding June 30, 2009 was $393,069 as compa®sDth966 during the same period in
2008. This reduction of $111,897 was related pril;go the vesting of current options and the adladion of options that had vesting
expenses in previous periods.

The net loss for the nine months ended June 3® @8 $(7,997,992) as compared to a net loss 41421.86) for the same period 2008.
The increased net loss of $5,583,806 includesh@ dperating expense changes discussed abowed@érease in interest income of $109
relating to the repayment of the Sencera note asdciated interest income, (iii) a further writé affaccounts payable associated with the
settlement agreement with MVS of $287,381 whichdadonger payable and (iv) the impairment of adéstussed above of $5,240,000.
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The associated net loss per share was $(0.04)éarihe month period ended June 30, 2009 and $(fbOthe same period in 2008. The
Company anticipates the trend of losses to coniimfigture quarters until the Company can recogsaes of significance of which there is
no assurance.

LIQUIDITY AND CAPITAL RESOURCES

The Company had cash at June 30, 2009 of $603a3%&¢l compared to cash of $2,389,218 as of Septe38b2008. The Company had net
working capital of $476,131 as compared to a nekimg capital of $3,321,294 at September 30, 2@¥&h flow used in operating activities
during the nine-month period ended June 30, 2009%44176,898 as compared to a use of cash of $2@®€or the same period 2008.

For the nine months ended June 30, 2009, the Coytgpeapital needs have been met from the use dimgpcapital provided by the procet
of (i) the Company’s working capital and (ii) andittbnal $600,000 in cash from the issuance of comistock to Fusion Capital.

DEVELOPMENT STAGE COMPANY

The Company is currently working to transition froine development stage to the implementation phadeas of the period ended June
30, 2009, did not have any significant revenue® fFansition to revenue recognition may exceed gasierated from operations in the cur
and future periods. We have in the past experieaubdtantial losses and negative cash flow fromatipems and have required financing,
including equity and debt financing, in order tague the commercialization of products based orteximologies. We expect that we will
continue to need significant financing to operaielmusiness. Although the Company entered intnanting arrangement with Fusion
Capital Fund Il, LLC pursuant to which the Compdmag the right over a 25-month period to receive 88D every two business days under
such financing arrangement unless our stock pdeele or exceeds $0.30, in which case we can edter amounts to Fusion Capital as the
price of our common stock increases, Fusion Cagiitall not have the right or the obligation to fhase any shares of our common stock on
any business day that the market price of our comsback is less than $0.20. As of August 6, 2008,Company’s stock was trading at
approximately $0.12 and therefore, the Companyigpresently able to draw down on this financingagement. In addition, until the
registration statement underlying the Fusion trefisa is amended, the Company will not be ablersamddown on the Fusion Capital
financing agreement. Furthermore, there can bessorance that additional financing will be avaiéabt that the terms of such additional
financing, if available, will be acceptable to ifsadditional financing is not available or not #ahle on terms acceptable to us, our ability to
fund our operations, expand our sales network, ta@irour research and development efforts or otlserwespond to competitive pressures
may be significantly impaired. We could also becéat to curtail our business operations, reduceny@stments, decrease or eliminate capital
expenditures and delay the execution of its busipém, which would have a material adverse afieabur business.

While we have been able to raise capital in a serieequity and debt offerings in the past therelmano assurances that we will be able to
obtain such additional financing, on terms accdptabus and at the times required, or at all.

Irrespective of whether the Company's cash asset® fjo be inadequate to meet the Company's opeehtneeds, the Company might see
compensate providers of services by issuance®ck & lieu of cash.

Item 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES AB OUT MARKET RISK

We do not have any market risk sensitive instrusiéBince all operations are in U.S. dollar denoteith@accounts, we do not have foreign
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, which
fluctuate with interest rates at market.
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Item 4. CONTROLS AND PROCEDURES
Disclosure Controls and Procedures

The Company maintains disclosure controls and gha@s and internal controls to ensure that infoionatequired to be disclosed in the
Company’s filings under the Securities Exchange #934, as amended, is recorded, processed, stinechand reported within the time
periods specified in the SEC’s rules and formsr Chief Executive Officer and Chief Financial O#fichave evaluated the effectiveness of
our disclosure controls and procedures (as suahitedefined in Rules 13a-15(e) and 15d-15(e) utiieExchange Act) as of the end of the
period covered by this report. The evaluation idelti certain control areas in which we have mad# aa@ continuing to make, changes to
improve and enhance controls. A material weakreascondition in which the design or operation é or more of the internal control
components does not reduce to a relatively lowl leerisk that misstatements caused by erroraardiin amounts that would be material in
relation to the financial statements being auditey occur and not be detected within a timely gebp employees in the normal course of
performing their assigned functions. Based on swehuation, our Chief Executive Officer and Chi@fdncial Officer have concluded that,
of the end of such period, our disclosure contaold procedures were effective, and we have disedveos material weakness.

Changes in Internal Control over Financial Reportirg

There have not been any changes in our internataaver financial reporting (as such term is defl in Rules 13a-15(f) and 15d-15(f)
under the Exchange Act) during the period coverethls report that have materially affected, or re@sonably likely to materially affect, @
internal control over financial reporting.

PART Il - OTHER INFORMATION
Item 1. Legal Proceedings.

In the ordinary conduct of our business, we argestibo periodic lawsuits, investigations and clajimcluding, but not limited to, routit
employment matters. We cannot predict with ceryaiiné ultimate resolution of lawsuits, investigascand claims that may be asserted
against us. We are not currently subject to angllpgoceedings or claims. As a result of a chaongrut plan of operations we are currently
negotiating with vendors to resolve applicatiorpafments made towards certain equipment planneas®under our previous plans. While
we believe that an acceptable resolution resuitirtge termination of certain purchase orders aedobstponement of delivery of others will
occur, we cannot guarantee that negotiations, ithdally or in the aggregate, will not have a matkadverse affect on our business, financial
condition or operating results.

Iltem 1A. Risk Factors

An investment in our common stock involves a higlgree of risk. You should carefully consider théofeing risk factors, as well as the
other information in this Quarterly Report on FattQ, in evaluating XsunX and our business. If ahthe following risks occur, our
business, financial condition and results of openatcould be materially and adversely affectectakdingly, the trading price of our
common stock could decline and you may lose ghlast of your investment in our common stock. Tls&siand uncertainties described be
are not the only ones we face. Additional riskg the currently do not know about or that we curgehbtlieve to be immaterial may also
impair our business operations.

We Have Not Generated Any Significant Revenues ardur Financial Statements Raise Substantial Doubt About Our Abiliy to
Continue As A Going Concern

We are a development stage company and, to date riwd generated any significant revenues. Therapanying consolidated financial
statements have been prepared in conformity witbhw@aating principles generally accepted in the WhiBtates of America, which contempl
our continuation as a going concern. Net lossHerthree month periods ended June 30, 2009 and®8§86,079,354and $854,328,
respectively. Net loss for the nine months endet B0, 2009 and 2008 was $7,997,992 and $2,414dggectively. Net cash used in
operations was $1,176,898 and $1,896,206 for the mionths ended June 30, 2009 and 2008, respgctireim inception through June 30,
2009, we had an accumulated deficit of $29,073,061.
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The items discussed above raise substantial ddnalit @ur ability to continue as a going concern. d&enot assure you that we can
achieve or sustain profitability in the future. Quoerations are subject to the risks and competitiberent in the establishment of a business
enterprise. There can be no assurance that fupeetions will be profitable. Revenues and profftany, will depend upon various factors,
including whether our product development can brapdeted, whether we are successful in licensing@thinology and developing joint
venture manufacturing relationships and whetheobtain additional financing. We may not achieve lousiness objectives and the failure to
achieve such goals would have a materially advietrpact on us.

We will require significant financing in order taecute our operating plan and continue as a gaingern. We cannot predict whether
this additional financing, if available, will be the form of equity, debt, or another form. We may be able to obtain the necessary addit
capital on a timely basis, on acceptable termat ail. In any of these events, we may be unabimpbement our current plans, repay our ¢
obligations as they become due or respond to cativegpressures, any of which circumstances woualdeha material adverse effect on our
business, prospects, financial condition and resflbperations. The financial statements do ndude any adjustments relating to the
recoverability and reclassification of recordedeassnounts or amounts and reclassification ofliiz#s that might be necessary, should wt
unable to continue as a going concern.

Should financing sources fail to materialize, mamagnt would seek alternate funding sources sutheasale of common and/or
preferred stock, the issuance of debt, or thecfad&ir marketable assets.

In the event that these financing sources do niémadize, or that we are unsuccessful in genegatdtvenues and profits, we will be
forced to further reduce our costs, may be unabtepay our debt obligations as they become duessmond to competitive pressures, any of
which circumstances would have a material adveiseteon our business, prospects, financial coodiind results of operations.
Additionally, if these funding sources or revenaes profits do not materialize, and we are unabketure additional financing, we could be
forced to reduce or cease our business operations.

We will need to obtain significant additional finarcing to continue to operate our business, includingignificant capital
expenditures to complete the development of our ndywannounced thin film manufacturing technology , ad financing may be
unavailable or available only on disadvantageous tms which could cause the Company to curtail its bsiness operations and delay tf
execution of its business plan

We have in the past experienced substantial Iassgsegative cash flow from operations during awelopment stage and have requ
financing, including equity and debt financingoirder to pursue the commercialization of produetsell on our technologies. We expect that
we will continue to need significant financing tpevate our businesdncluding significant capital expenditures to costplthe development
of our newly announced thin film manufacturing teclogy. Although the Company entered into a finag@rrangement with Fusion Capi
Fund Il, LLC pursuant to which the Company hasrigkt over a 25-month period to receive $80,000e#®0 business days under such
financing arrangement unless our stock price equagxceeds $0.30, in which case we can sell greateunts to Fusion Capital as the price
of our common stock increases, Fusion Capital stwlhave the right or the obligation to purchasg shares of our common stock on any
business day that the market price of our commaekss less than $0.20. As of August 6, 2009,Gbenpany’s stock was trading at
approximately $0.12 and therefore, the Companyigpresently able to draw down on this financingagement. In addition, until the
registration statement underlying the Fusion tratiga is amended, the Company will not be ableremddown on the Fusion financing
agreement. Furthermore, there can be no assurdaatcadditional financing will be available or tihe terms of such additional financing, if
available, will be acceptable to us. If additiofiabincing is not available or not available on teracceptable to us, our ability to fund our
operations, develop and expand our sales netwailntain our research and development efforts cgretlse respond to competitive
pressures may be significantly impaired. We colgd e forced to curtail our business operatioaduce our investments, decrease or
eliminate capital expenditures and delay the execwdf its business plan, which would have a matexilverse affect on our business.
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We May Be Required To Raise Additional Financing Bylssuing New Securities With Terms Or Rights Supedr To Those Of Our
Shares Of Common Stock, Which Could Adversely AffacThe Market Price Of Our Shares Of Common Stock ad Our Business

We may require additional financing to fund futegerations, including expansion in current and neavkets, development and
acquisition, capital costs and the costs of angs&ary implementation of technological innovationalternative technologies. We may not
be able to obtain financing on favorable termaj ill. If we raise additional funds by issuing #ggecurities, the percentage ownership of
our current stockholders will be reduced, and thiddrs of the new equity securities may have righfgerior to those of the holders of shares
of common stock, which could adversely affect tharkat price and the voting power of shares of ammon stock. If we raise additional
funds by issuing debt securities, the holders e$¢hdebt securities would similarly have some siglnior to those of the holders of shares of
common stock, and the terms of these debt seaudtield impose restrictions on operations and eraaignificant interest expense for us
which could have a materially adverse affect onlsginess.

As a result of a change to our plan of operationsiithe period ended June 30, 2009 we are working tievelop new manufacturing
technologies for thin film solar cells, and our reenues and profits may never materialize if we arenable to successfully complete our
planned technology development or develop interest the licensure of this technology when completed.

We are working to develop new manufacturing techgiels for thin film solar cells. We may experieniegays, additional or unexpected
costs and other adverse events in connection witpimject, including those associated with theigment we purchase from third parties or
services we rely on from third parties. Additiogathere can be no assurance that there will b&ehdemand for the technology upon
completion or that our marketing capabilities v successful. As a result, we may not be ableatize revenues and profits, or we may
experience delays or reductions in to revenueaniits, and our business could be materially asklgraffected.

If future products based on our technologies canndie developed for manufacture and sold commerciallgr if products based on
our technology become obsolete or noncompetitive gwmay be unable to recover our investments or achie profitability which will
have a materially adverse affect on our business

There can be no assurance that such research esldglaent efforts will be successful or that wel Wwé able to develop commercial
applications for our products and technologiestttarr the areas in which we are developing tectgiedoand products are characterized by
rapid and significant technological change. Raphhological development may result in our prodbetsoming obsolete or noncompetitive.
If future products based on our technologies cabealeveloped for manufacture and sold commeradaltyur products become obsolete or
noncompetitive, we may be unable to recover ougstments or achieve profitability. In addition, t@mmercialization schedule may be
delayed if we experience delays in meeting devetagrgoals, if products based on our technologigghéxechnical defects, or if we are
unable to meet cost or performance goals. In theag potential purchasers of products based omeatinologies may choose alternative
technologies and any delays could allow potentiahpetitors to gain market advantages.

There is no assurance that the market will acceptw technology or products once development has beathieved which could
have an adverse affect on our business

There can be no assurance that products based ¢ecbuologies will be perceived as being supddaxisting products or new produ
being developed by competing companies or that puathucts will otherwise be accepted by consuniére.market prices for products ba
on our technologies may exceed the prices of catiyeeproducts based on existing technologies @ peoducts based on technologies
currently under development by competitors. Tharelme no assurance that the prices of productsl lmeseur technologies will be perceived
by consumers as cost-effective or that the pri€ssich products will be competitive with existingpducts or with other new products or
technologies. If consumers do not accept produaged on our technologies, we may be unable to eeeav investments or achieve
profitability.
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Other companies, many of which have greater resoues than we have, may develop competing products tachnologies which
cause products based on our technologies to becom@ncompetitive which could have an adverse affechoour business

We will be competing with firms, both domestic dodeign, that perform research and developmentedlsas firms that manufacture
and sell solar products. In addition, we expecitamthl potential competitors to enter the marketssolar products in the future. Some of
these current and potential competitors are amioadprgest industrial companies in the world withder operating histories, greater name
recognition, access to larger customer bases,as#dblished business organizations and produd &nd significantly greater resources and
research and development staff and facilities. &loan be no assurance that one or more such cosspaitiinot succeed in developing
technologies or products that will become availdbtecommercial sale prior to products based ontecinnologies, that will have
performance superior to products based on our tdobies or that would otherwise render our prodaciscompetitive. If we fail to compete
successfully, our business would suffer and we losg or be unable to gain market share.

The loss of strategic relationships used in the delopment of our products and the systems and compents necessary for the new
manufacturing technologies we are developing coulichpede our ability to complete and deliver our manéacturing system and may
have a material adverse affect on our business

We have established a plan of operations underhndajgortion of our operations rely on strategiatiehships with third parties, to
provide systems design, assembly and support. Adbany of our third party relationships for amason could cause us to experience
difficulties in implementing our business strate@iiere can be no assurance that we could estatthieh relationships of adequate expertise
in a timely manner or at all.

We may suffer the loss of key personnel or may benable to attract and retain qualified personnel tomaintain and expand our
business which could have a material adverse affech our business

Our success is highly dependent on the continuedcss of a limited number of skilled managersentists and technicians. The loss of
any of these individuals could have a material eslveffect on us. In addition, our success willaepupon, among other factors, the
recruitment and retention of additional highly Edl and experienced management and technical pexsdrhere can be no assurance that we
will be able to retain existing employees or toaait and retain additional personnel on acceptaiies given the competition for such
personnel in industrial, academic and nonprofieaesh sectors.

Higher raw material costs could negatively impacthe perceived value of our technology and our abiljtto successfully develop
our products and technologies which could have a nterial adverse affect on our business

Higher costs for certain raw materials and comniesliorincipally glass, resin-based polymers addstrial gases, as well as higher
energy costs, could negatively impact the costsadat®d with the use of our new manufacturing tettgies and reduce the perceived value
for use of these new manufacturing technologiesadidition, no assurances can be given that theitoag and duration of these cost
increases or any future cost increases will noetealarger adverse impact on our profitability andsolidated financial position than
currently anticipated. As part of our planned reseand development activities, we are attemptingtiuce costs through improved
automation and substitution strategies. There eamobassurances that we will succeed in theseefenst-reduction efforts, which may be
essential for the continued development of our cetitipe presence.

Standards For Compliance With Section 404 Of The Shanes-Oxley Act Of 2002 Are Uncertain, And If We Ril To Comply In A
Timely Manner, Our Business Could Be Harmed And OurStock Price Could Decline

Rules adopted by the SEC, pursuant to Section itiearbanes-Oxley Act of 2002 require annuadsssent of our internal control
over financial reporting, and attestation of owsegsment by our independent registered public ataots. The standards that must be me
management to assess the internal control ovendiabreporting as effective are new and complex, @quire significant documentation,
testing and possible remediation to meet the @etaitandards and will impose significant additiamglenses on us. We may encounter
problems or delays in completing activities necastmmake an assessment of our internal contref &imancial reporting. In addition, the
attestation process by our independent registarbticpaccountants is new and we may encounter enablor delays in completing the
implementation of any requested improvements acéliving an attestation of our assessment by owpieddent registered public
accountants. If we cannot assess our internal @omier financial reporting as effective, or oudépendent registered public accountants are
unable to provide an unqualified attestation reparsuch assessment, investor confidence and galare may be negatively impacted.

20




Our Common Stock Is Considered A “Penny Stock” AndAs A Result, Related Broker-Dealer Requirements Afct It's Trading
And Liquidity.

Our common stock is considered to be a “penny Stsicke it meets one or more of the definitionRimes 15g-2 through 15g-6
promulgated under Section 15(g) of the Exchange Putse include but are not limited to the followili) the common stock trades at a
price less than $5.00 per share; (i) the commocksis not traded on a “recognized” national exgeariii) the common stock is not quoted
on the NASDAQ Stock Market, or (iv) the common &tiissued by a company with average revenuesssfthan $6.0 million for the past
three (3) years. The principal result or effecbeing designated a “penny stock” is that securiiiefer-dealers cannot recommend our
Common Stock to investors, thus hampering its tiyi

Section 15(g) and Rule 15g-2 require broker-dealeeding in penny stocks to provide potential in@eswith documentation disclosing
the risks of penny stocks and to obtain a manwsadiged and dated written receipt of the documeetisrb effecting any transaction in a pe
stock for the investor’s account. Potential invesio our Common Stock are urged to obtain and seial disclosure carefully before
purchasing any of our shares.

Moreover, Rule 15g-9 requires brokigalers in penny stocks to approve the accounyfrevestor for transactions in such stocks be
selling any penny stock to that investor. This pawre requires the broker-dealer to (i) obtain fthminvestor information concerning his or
her financial situation, investment experience iaveéstment objectives; (ii) reasonably determirasea on that information, that transactions
in penny stocks are suitable for the investor &ad the investor has sufficient knowledge and egpee as to be reasonably capable of
evaluating the risks of penny stock transactioiiiy;pfovide the investor with a written statemesetting forth the basis on which the broker-
dealer made the determination in (ii) above; amjiréceive a signed and dated copy of such statefren the investor, confirming that it
accurately reflects the investor's financial sitoat investment experience and investment objestive

The Trading Market In our Common Stock Is Limited And May Cause Volatility In The Market Price.

Our common stock is currently traded on a limitedib on the OTCBB. The OTCBB provides significamlss liquidity than the
NASDAQ Stock Market and the other national mark&tsotes for stocks included on the OTCBB are rsbédl in the financial sections
newspapers as are those for the NASDAQ Stock Mafietrefore, prices for securities traded solelytenOTCBB may be difficult to
obtain.

The quotation of our common stock on the OTCBB duomsassure that a meaningful, consistent andditfaiding market currently
exists, and in recent years such market has expedeextreme price and volume fluctuations thathzarticularly affected the market prices
of many smaller companies like us. Thus, the magrkee for our common stock is subject to volatiind holders of common stock may be
unable to resell their shares at or near theiiialgourchase price or at any price. In the absehes active trading market:

« investors may have difficulty buying and sellingatntaining market quotations;
« market visibility for our common stock may be liedt and

« alack of visibility for our common stock may haa@epressive effect on the market for our commockst
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Due to the low price of the securities, many bragerfirms may not be willing to effect transacti@mshe securities. Even if a purchaser
finds a broker willing to effect a transaction irese securities, the combination of brokerage casions, state transfer taxes, if any, and any
other selling costs may exceed the selling pricethier, many lending institutions will not perntiietuse of such securities as collateral for
loans. Such restrictions could have a materiallyease affect on our business.

We May Have Difficulty Raising Necessary Capital Td-und Operations As A Result Of Market Price Volatlity For Our Shares Of
Common Stock.

The market price of our common stock is likehbhighly volatile and could fluctuate widely inig@ in response to various factors,
many of which are beyond our control, including:

« technological innovations or new products and sesrby us or our competitors;

- additions or departures of key personnel;

« sales of our common stock;

« our ability to integrate operations, technologyydarcts and services;

« our ability to execute our business plan;

« operating results below expectations;

« loss of any strategic relationship;

« industry developments;

« economic and other external factors; and

« period-to-period fluctuations in our financial résu

Because we have a limited operating history witfited revenues to date, you may consider any otieese factors to be material. Our

stock price may fluctuate widely as a result of ahthe above listed factors. In recent yearsstmurities markets in the United States have
experienced a high level of price and volume viitatiand the market price of securities of manynpanies have experienced wide
fluctuations that have not necessarily been relai¢de operations, performances, underlying asdaes or prospects of such companies. For
these reasons, our shares of common stock cabelsrpected to be subject to volatility resultirg purely market forces over which we
will have no control. If our business developmelanp are successful, we may require additionahfiirey to continue to develop and exploit
existing and new technologies and to expand inte markets. The exploitation of our technologies nthgrefore, be dependent upon our
ability to obtain financing through debt and equityother means.
Item 2. Unregistered Sales of Equity Securities andse of Proceeds
None
Item 3. Defaults Upon Senior Securities
None.

Item 4. Submission of Matters to a Vote of Securityolders

None.
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Iltem 5. Other information

Changes to Plan of Operations

In response to the slowdown in the global econoffecang the credit and equities markets which lraged the Company’s access to
financing, in the period ended June 30, 2009, the@any began working to prepare an alternate flaperations to better address these
limitations. While the Company continues to worksexure additional financing for its new plan oérgtions, it has implemented cost
reductions to salaries, facility costs, and daglag operations which have resulted in a reductiomanthly operating costs by approximately
30% and the use of cash by approximately 45% comap@ar average monthly operating costs in the Jgraraa February periods 2009.

Item 6. Exhibits and reports on Form 8-K -
(a) Exhibits:

EXHIBIT DESCRIPTION

10.1 Press release announcing that it had begun teimgmt plans that would focus the Company’s busideselopment efforts on
proprietary technology development.

10.2 Form &K related to a change in the Regist’'s Certifying Accountant and dismissal of independ@atountants. (2

31.1 Certifications of the Chief Executive Officer pusasu to Section 302 of the Sarba-Oxley Certification Act of 2002 (&

31.2 Certifications of the Chief Financial Officer puesit to Section 302 of the Sarba-Oxley Certification Act of 2002 (S

32.1 Certification Pursuant To 18 U.S.C. Section 1359 Adopted Pursuant To Section 906 of the Sarb@ndsy Certification Act
Of 2002 (3)

32.2 Certification Pursuant To 18 U.S.C. Section 139 Adopted Pursuant To Section 906 of the Sarb@ndsy Certification Act
Of 2002 (3)

(1) Incorporated by reference to exhibits included whia Company’s Current Report on Form 8-K filedhnitte Securities and
Exchange Commission dated June 19, 2

(2) Incorporated by reference to exhibits included whia Company’s Current Report on Form 8-K filedhitthe Securities and
Exchange Commission dated July 22, 2(

(3) PROVvided herewitl

SIGNATURES

Pursuant to the requirements of Section 13 or 1&{the Securities Exchange Act of 1934, as amentiedRegistrant has duly caused this
report to be signed on its behalf by the undersigtieereunto duly authorized.

XSUNX, INC.

Dated: August 10, 2009 By: /sl Tom M. Djokovich

Tom M. Djokovich,
Principal Executive Officer

Dated: August 10, 2009 By: /9 Jeff Huitt
Jeff Huitt
Chief Financial Officer and Principal Financial and
Accounting Officer

23




EXHIBIT 31.1

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

I, Tom Djokovich, certify that:
1. I have reviewed this Form 10-Q for the periodeshJune 30, 2009 of XsunX, Inc.;

2. Based on my knowledge, this report does notaioriny untrue statement of a material fact or dmn#ttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

4. | am responsible for establishing and maintgrisclosure controls and procedures (as defin&kaihange Act Rules 13a-15(e) and 15d-
15(e)) and internal control over financial repagtifas defined in Exchange Act Rules 13a-15(f) abdl 15(f)) for the registrant and have:

(a) Designed such disclosure controls and procsgorecaused such disclosure controls and procsdorge designed under our supervision,
to ensure that material information relating to thgistrant, including its consolidated subsidigrie made known to us by others within those
entities, particularly during the period in whidtig report is being prepared;

(b) Designed such internal control over financégarting, or caused such internal control overrfaial reporting to be designed under our
supervision, to provide reasonable assurance rieggitie reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generallygiedeaccounting principles;

(c) Evaluated the effectiveness of the registradisslosure controls and procedures and presentisi report our conclusions about the
effectiveness of the disclosure controls and pros] as of the end of the period covered by #psnt based on such evaluation; and

(d) Disclosed in this report any change in thegegnt's internal control over financial reportitigt occurred during the registrant’s most
recent fiscal quarter (the registrant’s fourth dilsguarter in the case of an annual report) thathaterially affected, or is reasonably likely to
materially affect, the registrant’s internal cohmwer financial reporting; and

5. The registrant’s other certifying officer (s)dahhave disclosed, based on our most recent ev@tuaf internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

(a) All significant deficiencies and material weakses in the design or operation of internal cbotrer financial reporting which are
reasonably likely to adversely affect the regigfeaability to record, process, summarize and refioancial information; and

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a sagmiifiole in the registrant’s internal
control over financial reporting.

Date: August 10, 2009

/s! Tom Djokovich

Name: Tom Djokovict
Titles: Chief Executive Officer, Principal
Executive Officer and Directo




EXHIBIT 31.2

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

[, Jeff Huitt, certify that:
1. I have reviewed this Form 10-Q for the periodeshJune 30, 2009 of XsunX, Inc.;

2. Based on my knowledge, this report does notaior@ny untrue statement of a material fact or eméttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

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

(a) Designed such disclosure controls and procsgdorecaused such disclosure controls and procedoitge designed under our supervision,
to ensure that material information relating to thgistrant, including its consolidated subsidigrie made known to us by others within those
entities, particularly during the period in whidtig report is being prepared;

(b) Designed such internal control over financélarting, or caused such internal control overrfaial reporting to be designed under our
supervision, to provide reasonable assurance rieggitie reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generallygiedeaccounting principles;

(c) Evaluated the effectiveness of the registradisslosure controls and procedures and presentisi report our conclusions about the
effectiveness of the disclosure controls and pros] as of the end of the period covered by #psnt based on such evaluation; and

(d) Disclosed in this report any change in thegsegnt's internal control over financial reportitigat occurred during the registrant’s most
recent fiscal quarter (the registrant’s fourth dilsguarter in the case of an annual report) thathaterially affected, or is reasonably likely to
materially affect, the registrant’s internal cohmwer financial reporting; and

5. The registrant’s other certifying officer (s)dahhave disclosed, based on our most recent ev@tuaf internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

(@) All significant deficiencies and material weakses in the design or operation of internal cboirer financial reporting which are
reasonably likely to adversely affect the regigteaability to record, process, summarize and refioancial information; and

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a sagmiifiole in the registrant’s internal
control over financial reporting.

Date: August 10, 2009

s/ Jeff Huitt

Name: Jeff Huit
Titles: Chief Financial Officer, Principal
Financial and Accounting Office




EXHIBIT 32.1

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

In connection with the Quarterly Report of XsunKc¢. (the “ Company) on Form 10-Q for the period ended June 30, 2898led with the
U.S. Securities and Exchange Commission on thehdatself (the “ Report), the undersigned hereby certifies pursuant t&J18.C. Section
1350, as adopted pursuant to Section 906 of theaBas-Oxley Act of 2002, that to his knowledge:

1. The Report fully complies with the requiremeaft$Section 13(a) or 15(d) of the Securities ExcleAgt 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: August 10, 2009

/s/ Tom Djokovich

Name: Tom Djokovict
Titles: Chief Executive Officer and Principal
Executive Officel

A signed original of this written statement reqdit®ey Section 906, or other document authenticatiacknowledging, or otherwise adopting
the signature that appears in typed form withingleetronic version of this written statement reediby Section 906, has been provided to
the Company and will be retained by the Companyfamished to the U.S. Securities and Exchange Cigsian or its 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¢. (the “ Company) on Form 10-Q for the period ended June 30, 2898led with the
U.S. Securities and Exchange Commission on thehdatself (the “ Report), the undersigned hereby certifies pursuant t&J18.C. Section
1350, as adopted pursuant to Section 906 of theaBas-Oxley Act of 2002, that to his knowledge:

1. The Report fully complies with the requiremeaft$Section 13(a) or 15(d) of the Securities ExcleAgt 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: August 10, 2009

/sl Jeff Huitt

Name: Jeff Huit
Titles: Chief Financial Officer and Principal
Financial and Accounting Office

A signed original of this written statement reqdit®ey Section 906, or other document authenticatiacknowledging, or otherwise adopting
the signature that appears in typed form withingleetronic version of this written statement reediby Section 906, has been provided to
the Company and will be retained by the Companyfamished to the U.S. Securities and Exchange Cigsian or its staff upon request.




