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Title & Class of securities outstanding

	Title

	Authorized

	Par value


	Common 

	325,000,000

	$0.0001


	Preferred 

	25,000,000

	$0.0001



	


Outstanding: 229,788,545 common shares – 0 preferred shares.

Forward-Looking Statements and Associated Risk
     Certain statements contained in this annual report constitute forward-looking statements within the meaning of Section 21E of the Securities Exchange Act of 1934 and the Private Securities Litigation Reform Act of 1995. Such forward-looking statements involve known and unknown risks, uncertainties and other factors which may cause deviations in actual results, performance or achievements to be materially different from any future results, performance or achievement expressed or implied. Such factors include but are not limited to: market and customer acceptance of and satisfaction with our products, market demand for our products; fluctuations in foreign currency markets; the use of estimates in the preparation of our Consolidated Financial Statements; the impact of competitive products and pricing in our field; the ability to develop and launch new products in a timely fashion; government and industry regulatory environment; fluctuations in operating results, including, but not limited to, spending on research and development, spending on sales and marketing activities, spending on technical and product support; and other risks outlined in previous filings with the Securities and Exchange Commission, and in this annual report on Form 10-KSB.
     The words “believe,” “expect,” “anticipate,” “intend” and “plan” and similar expressions identify forward-looking statements. Such statements are subject to risks and uncertainties that cannot be quantified and, consequently, actual results may differ materially from those expressed or implied by such forward-looking statements. You are cautioned not to place undue reliance on these forward-looking statements.
       Unless otherwise noted, all currency figures in this filing are in U.S. dollars.
     The terms “Company,” “we,” “us,” “our,” “VisualMED” and “the Registrant” refer to VisualMED Clinical Solutions Corp., a Nevada corporation, and its subsidiaries. 
MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS.
Overview
During Q2 the Company continued with its drive to reduce its outstanding debt load. On October 29, 2010, the Shareholders resolved by a 62.4% vote to increase the authorized shares of the Corporation from 150,000,000 to 350,000,000 shares.
We continue to strike much of the short-term and long-standing debt from our books, converting long-standing Notes held against us into shares of the Company.$1,587,157 were retired in this way during the quarter, in order to comply with the demands of financial markets.
We refer to the three month period ended December 31 2010, as Q2 2011, and the three month period ended 2010, as Q1 2011. 
At December 31, 2010, the Company had a working capital deficiency of $398,972, a major reduction as compared to a working capital deficiency of $2,014,708 for Q1 2011, and has incurred losses of $32,079,081 since inception.
We had losses of $5,061 for Q2 2011 as compared to losses of $8,186 in Q1 2011.
Operating expenses for Q2 2010 were $82,038,largely due to the fact that we incurred approximately $60,000 in professional expenses and filing fees, principally related to becoming current in our reporting obligations. However, this still represents a significant reduction as we streamline operating procedures.
Marketing Strategy and Recent Developments
Negotiations continue with Ride Empire Corporation in order to raise up to $53 million in new capital designed to expand activities and to finance customers. In exchange for this financing, the Company could issue as much as 40% in additional equity.
The company continued to make significant progress over the course of the year, with revenues close to break even. Of note is the fact that we have continued to compress expenditure, and have stricken $1.25 million in debt from our books, in exchange for shares the vast majority of which remain restricted.
In view of the massive undertaking that will be required to reform and modernize the crumbling healthcare industry in the US, we are attracting considerable attention from critical strategic allies and institutional investors. We have entered into major agreements that will see significant capital injection into the company, at a valuation level that is much superior to the current price of the stock. 

This has brought new scrutiny by various parties looking at the company and we have been advised to reduce our debt load in line with current concerns over debt in the US. Therefore, before the completion of the Ride VisualMED private placement memorandum, we have undertaken to eliminate the company’s debt load by converting debt to equity. 

We have continued to contain costs, as well as expanding our offering through our affiliated companies. One of the most important is the development of a free-standing platform for general practitioners that will be available online and will allow to track basic patient care in a way that will save them a significant amount of time.

This is a real turning point because for the first time, we will be able to offer a free application as a genuine loss leader, in order to rapidly augment the number of our registered users. This has been rendered possible by transposing applications on some of the newer convergence platforms, where we can recruit new users at practically zero installation cost.

At the other end of the spectrum, some of our core applications for major hospital environments are being developed with the support of major institutions such as the Segal Cancer Center and Plexo Inc. We have undertaken the certification process for meaningful use, as defined by the Department of Health and Human Services in the United States, even though the rules continue to be less than clear. In fact, the medical community, as well as the regulatory establishment, have yet to clarify in real terms how and when doctors will be reimbursed for modernizing their practices. At the recent HIMSS conference, there was much conflicting information, and the general mood from our prospective clients was to wait and see. The impact on our bottom line is lower than expected revenues, which should rise again as a cohesive policy is developed going forward.
Currently, our number mission is to maintain the integrity of the company and exclusive ownership of our intellectual property. We will not achieve revenue at a loss, as has been the case in previous years.
The investments contemplated demonstrate once again that there is genuine shareholder accrued in the company, and strong interest in the company’s potential once healthcare reform gets underway.

Critical Accounting Policies
Our discussion and analysis of financial condition and results of operations are based upon the Consolidated Financial Statements, which have been prepared in accordance with accounting principles generally accepted in the United States of America. The preparation of Consolidated Financial Statements require management to make estimates and judgments that affect the reported amounts of assets and liabilities, revenues and expenses and disclosures on the date of the Consolidated Financial Statements. On an on-going basis, we evaluate our estimates, including, but not limited to, those related to revenue recognition.
We use authoritative pronouncements, historical experience and other assumptions as the basis for making judgments. Actual results could differ from those estimates. Critical accounting policies identified are as follows: 
Long-Lived Assets
In accordance with SFAS No. 144, “Accounting for the Impairment or Disposal of Long-Lived Assets”, we test long-lived assets or asset groups for recoverability when events or changes in circumstances indicate that their carrying amount may not be recoverable. Circumstances which could trigger a review include, but are not limited to: significant decreases in the market price of the asset; significant adverse changes in the business climate or legal factors; accumulation of costs significantly in excess of the amount originally expected for the acquisition or construction of the asset; current period cash flow or operating losses combined with a history of losses or a forecast of continuing losses associated with the use of the asset; and current expectation that the asset will more likely than not be sold or disposed significantly before the end of its estimated useful life. 
Recoverability is assessed based on the carrying amount of the asset and its fair value which is generally determined based on the sum of the undiscounted cash flows expected to result from the use and the eventual disposal of the asset, as well as specific appraisal in certain instances. An impairment loss is recognized when the carrying amount is not recoverable and exceeds fair value 
Foreign Currency Transactions/Balances
Our functional and reporting currency is the United States dollar. The functional currency of our subsidiary is the Canadian dollar. The Consolidated Financial Statements of the subsidiary are translated to United States dollars in accordance with SFAS No. 52 “Foreign Currency Translation” using period-end rates of exchange for assets and liabilities, and average rates of exchange for the period for revenues and expenses. Translation gains (losses) are recorded in accumulated other comprehensive income (loss) as a component of stockholders’ equity. Foreign currency transaction gains and losses are included in current operations. 
Revenue Recognition
The Company recognizes revenue related to sales and licensing of medical software in accordance with Statement of Position No. 97-2, “Software Revenue Recognition” (“SOP 97-2”), as amended by Statement of Position No. 98-9, “Software Revenue Recognition with Respect to Certain Arrangements”. Pursuant to SOP 97-2 and Staff Accounting Bulletin No. 104 “Revenue Recognition”, revenue will only be recognized when the price is fixed or determinable, persuasive evidence of an arrangement exists, the service is performed, and collectibility is reasonably assured. The Company’s revenue contracts are accounted for in conformity with Accounting Research Bulletin No. 45 “Long-Term Construction-Type Contracts” (“ARB 45”), using the relevant guidance in SOP 81-1 “Accounting for Performance of Construction-Type and Certain Production-Type Contracts”, unless specified criteria for separate accounting for any service element are met. The Company uses the completed contract method to recognize revenues from long-term service contracts. Licensing revenue is recognized if all criteria pursuant to SAB 104 are met. The Company also follows the guidance in Emerging Issues Task Force (“EITF”) Issue No. 00-21 “Revenue Arrangements with Multiple Deliverables” relating to the separability of deliverables included in an arrangement into different units of accounting and the allocation of an arrangement’s consideration to those units of accounting. It does not address when revenue should be recognized for the units of accounting. 
Development Costs
Costs related to the enhancement of existing medical software modules are expensed as incurred until technological feasibility in the form of a working model has been established. The time period between the establishment of technological feasibility and completion of product development is expected to be short, therefore the Company has not capitalized any product development costs during the period. 
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	VISUALMED CLINICAL SOLUTIONS CORP.
	
	

	BALANCE SHEET
	
	
	
	

	Q2 2011
	
	
	
	
	Q2 2011
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	ASSETS
	
	
	
	
	

	
	
	
	
	
	

	     CURRENT
	
	
	
	

	      Cash
	
	
	
	
	11,509

	      Receivables
	
	
	
	262,500

	      Other current assets
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	    FIXED ASSETS
	
	
	
	5,265

	
	
	
	
	
	

	
	
	
	
	
	361,568

	LIABILITIES
	
	
	
	
	

	
	
	
	
	
	

	     CURRENT
	
	
	
	

	      Accounts payable 
	
	
	
	326,510

	      Short term loans
	
	
	
	198,000

	      Other current liabilities
	
	
	
	558,187

	
	
	
	
	
	1,082,697

	
	
	
	
	
	

	SHAREHOLDERS' EQUITY
	
	
	

	     Capital Surplus
	
	
	
	31,730,109

	     Other stockholder equity
	
	
	0
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	OPERATING EXPENSES
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	7,405

	    Research & Development
	
	
	3,000

	    Selling, general and administrative
	
	
	71,633

	    Other
	
	
	
	
	0

	
	
	
	
	
	7,962

	
	
	
	
	
	

	NET INCOME (LOSS) BEFORE INTEREST AND OTHER
	57,962

	
	
	
	
	
	

	INTEREST AND OTHER
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	0
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	Q2 2011
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	Net income (loss) for year
	
	
	-5,061

	
	
	
	
	
	

	Cash flows provided by (or used in) operating activities
	

	   Depreciation
	
	
	
	N/A

	   Adjustments to net income
	
	
	N/A

	   Changes in current assets
	
	
	-4,771

	   Changes in current liabilities
	
	
	0

	Total cash flows from (or used in) operating activities
	-4,771
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	N/A

	   Other cash flows from investing activities
	
	N/A

	Total cash flows from (or used in) investing activities
	0

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	Cash flows provided by (or used in) financing activities
	

	   Net borrowings
	
	
	
	N/A

	   Other cash flows from financing activities
	
	0

	Total cash flows from (or used in) financing activities
	0

	
	
	
	
	
	

	Effect of exchange rate changes
	
	
	0

	
	
	
	
	
	

	Change in cash and cash equivalents
	
	-9,832


Notes to Financial Statements Q2 2011
	1.      
	Emerging Growth Company 


The Company was incorporated in the State of Nevada on September 7, 1999. The Company changed its name to VisualMED Clinical Solutions Corp. on November 30, 2004. The Company’s main shareholder is Visual Healthcare Corporation, which is a Nevada corporation, based in Montreal, Canada.
The Company’s business plan involves the distribution of medical software. The Company is primarily involved in activities related to the distribution of medical software through associated companies to which it has granted operating and distribution licenses. At December 31, 2010, the Company had a working capital deficiency of $398,972 and has incurred losses of $32,129,081 since inception. The Company has emerged from the development stage and  is dependent upon the successful efforts of the commercial companies to which it has granted operational licenses. Although there is no guarantee that these companies will be able to successfully market our systems, there is nonetheless a reasonable expectation of revenues from their operations. It should be noted that the Company has completed its core development work, and has sufficiently reduced its operating expenses, and no longer relies on equity financing to continue its operations.

	2.      
	Summary of Significant Accounting Principles 


a) Basis of Presentation and Fiscal Year
These are the quarterly financial statements prepared for Q2 2011 that closed on Dec. 31 2010. 
b) Use of Estimates
The Company regularly evaluates estimates and assumptions related to useful life and recoverability of long-lived assets, allowances for doubtful accounts, sales returns and allowances, inventory reserves, stock-based compensation expense, warranty liabilities and deferred income tax asset valuations. The Company bases its estimates and assumptions on current facts, historical experience and various other factors that it believes to be reasonable under the circumstances, the results of which form the basis for making judgments about the carrying values of assets and liabilities and the accrual of costs and expenses that are not readily apparent from other sources
c) Cash and Cash Equivalents 
The Company considers all highly liquid instruments with a maturity of three months or less at the time of issuance to be cash equivalents.
3.       Summary of Significant Accounting Policies (continued)  
a) Allowance for Doubtful Accounts
The Company evaluates the collectability of accounts receivable based on a combination of factors. In cases where the Company is aware of circumstances that may impair a specific customer’s ability to meet its financial obligations subsequent to the original sale, the Company will record an allowance against amounts due, and thereby reduce the net recognized receivable to the amount the Company reasonably believes will be collected.  The allowance for doubtful accounts as of Dec. 31 2010 was $0.

b) Property and Equipment- fixed assets
Property and equipment is stated at cost, less accumulated amortization, and consists of office furniture, computer hardware and software, leasehold improvements and assets under capital lease. Amortization of office furniture is computed using the straight-line method over five years. Amortization of computer hardware and software is computed using the straight-line method over three years. Amortization of leasehold improvements is computed using the straight-line method over five years. Amortization of assets under capital lease is computed using the straight-line method over the term of the lease.
c) Long-Lived Assets
In accordance with SFAS No. 144, “Accounting for the Impairment or Disposal of Long-Lived Assets”, the Company tests long-lived assets or asset groups for recoverability when events or changes in circumstances indicate that their carrying amount may not be recoverable. Circumstances which could trigger a review include, but are not limited to: significant decreases in the market price of the asset; significant adverse changes in the business climate or legal factors; accumulation of costs significantly in excess of the amount originally expected for the acquisition or construction of the asset; current period cash flow or operating losses combined with a history of losses or a forecast of continuing losses associated with the use of the asset; and current expectation that the asset will more likely than not be sold or disposed significantly before the end of its estimated useful life.
d) Foreign Currency Transactions and Translation of Foreign Subsidiaries
The Company’s functional and reporting currency is the United States dollar.
e) Development Costs
Costs related to the enhancement of internally developed or purchased medical software modules are charged to operations as incurred until technological feasibility in the form of a working model has been established. The time period between the establishment of technological feasibility and completion of product development is expected to be short; therefore the Company has not capitalized any product development costs during the period.
f) Basic and Diluted Net Income (Loss) Per Share
The Company computes net income (loss) per share in accordance with SFAS No. 128, “Earnings per Share” which requires presentation of both basic and diluted earnings per share (EPS) on the face of the income statement. Basic EPS is computed by dividing net income (loss) available to common shareholders (numerator) by the weighted average number of shares outstanding (denominator) during the period. Diluted EPS gives effect to all dilutive potential common shares outstanding during the period including stock options, using the treasury stock method, and convertible preferred stock, using the if-converted method. In computing diluted EPS, the average stock price for the period is used in determining the number of shares assumed to be purchased from the exercise of stock options or warrants. Diluted EPS and the weighted average number of common shares exclude all dilutive potential shares since their effect is anti-dilutive.
g) Financial Instruments
The carrying value of cash, accounts receivable, advances to related parties, other assets, accounts payable, accrued liabilities, advances from related parties and capital lease obligation approximate fair value due to the relatively short maturity of these instruments. Financial instruments which potentially subject the Company to a concentration of credit risk consist primarily of cash and accounts receivable. The Company deposits cash with a high quality financial institution.
h) Inventory
The value of inventories as of December 31, 2010 was $5,265. Inventory is stated at the lower of cost or net realizable value.
i) Revenue Recognition
The Company recognizes revenue related to sales and licensing of medical software in accordance with Statement of Position No. 97-2, “Software Revenue Recognition” (“SOP 97-2”), as amended by Statement of Position No. 98-9, “Software Revenue Recognition with Respect to Certain Arrangements”. Pursuant to SOP 97-2 and Staff Accounting Bulletin No. 104 “Revenue Recognition”, revenue will only be recognized when the price is fixed or determinable, persuasive evidence of an arrangement exists, the service is performed, and collectability is reasonably assured. The Company’s revenue contracts are accounted for in conformity with Accounting Research Bulletin No. 45 “Long-Term Construction-Type Contracts” (“ARB 45”), using the relevant guidance in SOP 81-1 “Accounting for Performance of Construction-Type and Certain Production-Type Contracts”, unless specified criteria for separate accounting for any service element are met. The Company uses the completed contract method to recognize revenues from long-term service contracts. Licensing revenue is recognized if all revenue recognition criteria pursuant to SAB 104 are met. The Company also follows the guidance in Emerging Issues Task Force (“EITF”) Issue No. 00-21 “Revenue Arrangements with Multiple Deliverables” relating to the reparability of deliverables included in an arrangement into different units of accounting and the allocation of an arrangement’s consideration to those units of accounting. It does not address when revenue should be recognized for the units of accounting.  
j) Comprehensive Loss
SFAS No. 130, “Reporting Comprehensive Income,” establishes standards for the reporting and display of comprehensive loss and its components in the financial statements. For the years ended June 30, 2009 and 2008, the Company’s only component of comprehensive loss was foreign currency translation adjustments.
k) Reclassifications
No reclassifications have been made to the prior period’s financial statements.
l) Income Taxes
Potential benefits of income tax losses are not recognized in the accounts until realization is more likely than not. The Company has adopted SFAS No. 109 “Accounting for Income Taxes” as of its inception. Pursuant to SFAS No. 109 the Company is required to compute tax asset benefits for net operating losses carried forward. The potential benefit of net operating losses have not been recognized in these financial statements because the Company cannot be assured it is more likely than not it will utilize the net operating losses carried forward in future years.
m) Advertising Costs
Advertising costs are charged to operations as incurred.
n) Warranty Expense
Some of the Company’s software or hardware products carry a warranty for the duration of the license term. The Company’s liability is limited to the repair or replacement of the defective product and the refund of amounts paid for defective products. The Company establishes reserves for estimated product warranty costs at the time revenue is recognized based upon its historical experience and additionally for any known product warranty issues. At June 30, 2009, management has deemed that no reserve should be accrued. As of June 30, 2009, the Company has not experienced a significant amount of warranty expense.
o) Stock-based Compensation
Prior to January 1, 2006, the Company accounted for stock-based awards under the recognition and measurement provisions of Accounting Principles Board Opinion No. 25, “Accounting for Stock Issued to Employees” using the intrinsic value method of accounting. Effective January 1, 2006, the Company adopted the fair value recognition provisions of SFAS No. 123R “Share Based Payments”, using the modified retrospective transition method. The Company had not issued any stock options and had no unvested share based payments prior to January 1, 2006. Accordingly, there was no effect on the Company’s reported loss from operations, cash flows or loss per share as a result of adopting SFAS No 123R.
p) Recently Issued Accounting Pronouncements
In February 2007, the Financial Accounting Standards Board (“FASB”) issued SFAS No. 159, “The Fair Value Option for Financial Assets and Financial Liabilities – Including an Amendment of FASB Statement No. 115”. This statement permits entities to choose to measure many financial instruments and certain other items at fair value. Most of the provisions of SFAS No. 159 apply only to entities that elect the fair value option. However, the amendment to SFAS No. 115 “Accounting for Certain Investments in Debt and Equity Securities” applies to all entities with available-for-sale and trading securities. SFAS No. 159 is effective as of the beginning of an entity’s first fiscal year that begins after November 15, 2007. Early adoption is permitted as of the beginning of a fiscal year that begins on or before November 15, 2007, provided the entity also elects to apply the provision of SFAS No. 157, “Fair Value Measurements”. The adoption of this statement is not expected to have a material effect on the Company's financial statements.
In September 2006, the FASB issued SFAS No. 157, “Fair Value Measurements”. The objective of SFAS No. 157 is to increase consistency and comparability in fair value measurements and to expand disclosures about fair value measurements. SFAS No. 157 defines fair value, establishes a framework for measuring fair value in generally accepted accounting principles, and expands disclosures about fair value measurements. SFAS No. 157 applies under other accounting pronouncements that require or permit fair value measurements and does not require any new fair value measurements. The provisions of SFAS No. 157 are effective for fair value measurements made in fiscal years beginning after November 15, 2007. The adoption of this statement is not expected to have a material effect on the Company's financial statements.
In June 2006, the FASB issued FASB Interpretation No. 48, “Accounting for Uncertainty in Income Taxes, an interpretation of FASB Statements No. 109” (“FIN 48”). FIN 48 clarifies the accounting for uncertainty in income taxes by prescribing a two-step method of first evaluating whether a tax position has met a more likely than not recognition threshold and second, measuring that tax position to determine the amount of benefit to be recognized in the financial statements. FIN 48 provides guidance on the presentation of such positions within a classified statement of financial position as well as on the recognition, interest and penalties, accounting in interim periods, disclosure, and transition. FIN 48 is effective for fiscal years beginning after December 15, 2006. The adoption of this statement is not expected to have a material effect on the Company's financial statements.
q) Recently Adopted Accounting Pronouncements
In September 2006, the SEC issued Staff Accounting Bulletin (“SAB”) No. 108, “Considering the Effects of Prior Year Misstatements when Quantifying Misstatements in Current Year Financial Statements.” SAB No. 108 addresses how the effects of prior year uncorrected misstatements should be considered when quantifying misstatements in current year financial statements. SAB No. 108 requires companies to quantify misstatements using a balance sheet and income statement approach and to evaluate whether either approach results in quantifying an error that is material in light of relevant quantitative and qualitative factors. SAB No. 108 is effective for fiscal years ending after November 15, 2006. The adoption of SAB No. 108 in fiscal 2007 did not have a material effect on the Company's financial statements.
In September 2006, the FASB issued SFAS No. 158, “Employers’ Accounting for Defined Benefit Pension and Other Postretirement Plans – an amendment of FASB Statements No. 87, 88, 106, and 132(R)”. This statement requires employers to recognize the overfunded or underfunded status of a defined benefit postretirement plan (other than a multiemployer plan) as an asset or liability in its statement of financial position and to recognize changes in that funded status in the year in which the changes occur through comprehensive income of a business entity or changes in unrestricted net assets of a not-for-profit organization. This statement also requires an employer to measure the funded status of a plan as of the date of its year-end statement of financial position, with limited exceptions. The provisions of SFAS No. 158 are effective for employers with publicly traded equity securities as of the end of the fiscal year ending after December 15, 2006. The adoption of this statement in fiscal 2007 did not have a material effect on the Company's financial statements.
In March 2006, the FASB issued SFAS No. 156, “Accounting for Servicing of Financial Assets, an amendment of FASB Statement No. 140, Accounting for Transfers and Servicing of Financial Assets and Extinguishments of Liabilities”. This statement requires all separately recognized servicing assets and servicing liabilities be initially measured at fair value, if practicable, and permits for subsequent measurement using either fair value measurement with changes in fair value reflected in earnings or the amortization and impairment requirements of Statement No. 140. The subsequent measurement of separately recognized servicing assets and servicing liabilities at fair value eliminates the necessity for entities that manage the risks inherent in servicing assets and servicing liabilities with derivatives to qualify for hedge accounting treatment and eliminates the characterization of declines in fair value as impairments or direct write-downs. SFAS No. 156 is effective for an entity's firs t fiscal year beginning after September 15, 2006. The early adoption of this statement in fiscal 2007 did not have a material effect on the Company’s financial statements. 

In February 2006, the FASB issued SFAS No. 155, “Accounting for Certain Hybrid Financial Instruments-an amendment of FASB Statements No. 133 and 140’, to simplify and make more consistent the accounting for certain financial instruments. SFAS No. 155 amends SFAS No. 133, “Accounting for Derivative Instruments and Hedging Activities”; to permit fair value re-measurement for any hybrid financial instrument with an embedded derivative that otherwise would require bifurcation, provided that the whole instrument is accounted for on a fair value basis. SFAS No. 155 amends SFAS No. 140, “Accounting for the Impairment or Disposal of Long-Lived Assets”, to allow a qualifying special-purpose entity to hold a derivative financial instrument that pertains to a beneficial interest other than another derivative financial instrument. SFAS No. 155 applies to all financial instruments acquired or issued after the beginning of an entity’s first fiscal year that begins after September 15, 2006, with earlier application allowed. The early adoption of this statement in fiscal 2007 did not have a material effect on the Company’s financial statements.
4.       Advances to Related Parties
	  
	  
	  
	  
	  
	  
	  
	  
	  
	  

	  
	  
	  
	  
	  
	  
	  
	Dec. 31 2010  
	  
	

	  
	  
	  
	  
	  
	  
	  
	
	  
	

	  
	
	
	
	
	
	
	
	
	

	  
	Advances to employees 
	  
	  
	   $ 0  
	  
	 
	  

	  

	  
	Advances to employees represent amounts advanced towards travel expenses to be incurred and are non-interest bearing and unsecured. 


	  
5.       Property and Equipment

	  
	  
	  
	  
	Cost   
	Accumulated 
	  
	Dec. 31 2010 
	  
	

	  
	  
	  
	  
	
	Amortization 
	  
	Net carrying value
	  
	

	  

	  
	Computer hardware 
	-
	$  66,846
	  
	$0
	  
	  
	
	  

	  
	Computer software 
	-
	$  29,425
	  
	$0
	  
	  
	    
	  

	  
	Office furniture 
	-
	$   13,155
	  
	$0
	  
	  
	
	  

	  
	Leasehold improvements 
	-
	$  10,130
	  
	$0
	  
	  
	    
	  

	  
	  
	  
	  
	
	$119,556
	  
	$0
	  
	  
	    
	  

	  
	  
	  
	  
	  
	  
	  
	  
	  
	  

	  
	


	6.      Accrued Liabilities 

	      
	  
	  
	  
	  

	  
	  
	       Dec. 31 2010 
	                 

	  

	Salaries, wages and vacation pay 
	$64,000
	

	Professional fees 
	$0
	

	Other 
	-
	

	  
	$64,000
	

	  

	7.     Advances from Related Parties   
	
	
	
	
	

	  

	   

	  
	  
	Dec. 31 2010 
	                

	  

	Advances from an officer 
	$0


8.     Preferred Stock 
On January 12, 2006, the Company amended its Articles of Incorporation to increase the authorized share capital to 125,000,000 shares consisting of 100,000,000 shares of common stock, and share capital to 125,000,000 shares consisting of 100,000,000 shares of common stock, and 25,000,000 shares of preferred stock, of which 15,000,000 have been designated as Series A 10% Cumulative Preferred Stock.
The Series A 10% Cumulative Preferred Stock has a par value of $0.00001 per share, a stated value of $1.00 per share and are non-voting. The holders of the Series A Preferred Stock will be entitled to receive an annual dividend equal to 10% per annum of the stated value of $1.00 per share payable, at the option of the Board of Directors, in either cash or in shares of Series A Preferred Stock.
9.     Common Stock
For the Quarter ended December 31, 2010:

The Company issued 158,715,700 to retire $1,587,157 in debt.

For the Quarter ended Sept. 30, 2010:

The Company issued 7,900,000 to retire $120,000 in outstanding debt.

For the year ended June 30, 2010:

The Company did not issue any stock.       

For the Year Ended June 30, 2009:

a) In January and February 2009, the Company issued an aggregate amount of 3,450,000 shares of common stock valued at $0.19 per share to settle outstanding debt.

For the Year Ended June 30, 2008:

b) In April 2008, the Company issued 2,300,000 shares of common stock upon the exercise of 2,300,000 stock options at an exercise price of $0.00001 per share.
c) In December 2007, the Company issued 174,500 shares of common stock upon the exercise of 174,500 stock options at an exercise price of $0.00001 per share.
d) In November 2007, the Company issued 2,945,000 shares of common stock valued at $0.55 per share to meet its obligations.
e) In October 2007, the Company issued 1,995,000 shares of common stock valued at $0.55 per share to meet its obligations.

f) In September 2007, the Company issued 135,000 shares of common stock upon the exercise of 135,000 stock options at an exercise price of $0.00001 per share.
g) In August 2007, the Company issued 2,355,000 shares of common stock upon the exercise of 2,355,000 stock options at an exercise price of $0.00001 per share.

	 10. 

	On March 30, 2007, the Company issued 10,000,000 warrants to acquire 10,000,000 shares of common stock at an exercise price of $0.01 per share for a period of five years. If the Company issues warrants during the five years after March 30, 2007 the Company must issue additional warrants so that the percentage of warrants held remain constant. Refer to Note 12. During the year ended June 30, 2007, the Company recognized the fair value of the warrants of $7,920,730 as a charge to operations as acquired in-process research and development costs. There were no other warrants issued in 2009.


	  
	The following table summarizes the continuity of the Company’s warrants: 


       At Dec. 31 2010, the following share purchase warrants were outstanding:
	Number of   Warrants
	  
	Exercise Price
	  
	           Expiry Date 
 

	10,000,000   
	  
	  $0.01 
	  
	March 30, 2012 


10.     Stock Options
	  
	  
	  
	  
	  
	  
	  
	

	  
	Effective October 4, 2006, the Company filed a Form S-8 Registration Statement in connection with its October 2006 Non-Qualified Stock Option Plan (the “October 2006 Plan”) allowing for the direct award of stock or granting of stock options to directors, officers, employees and consultants to acquire up to a total of 2,000,000 shares of common stock. At June 30, 2008, the Company had 44,500 shares of common stock unissued pursuant to the plan.

	  
	  
	  
	  
	  
	  
	  
	

	  
	Effective March 22, 2007, the Company filed a Form S-8 Registration Statement in connection with its March 2007 Non-Qualified Stock Option Plan (the “March 2007 Plan”) allowing for the direct award of stock or granting of stock options to directors, officers, employees and consultants to acquire up to a total of 2,000,000 shares of common stock. At June 30, 2007, the Company had no shares of common stock unissued pursuant to the plan.   

  

Effective July 24, 2007, the Company filed a Form S-8 Registration Statement in connection with its July 2007 Non-Qualified Stock Option Plan (the “July 2007 Plan”) allowing for the direct award of stock or granting of stock options to directors, officers, employees and consultants to acquire up to a total of 6,500,000 shares of common stock (Note 17(b)). 
    

The weighted average grant date fair value of stock options granted during the years ended June 30, 2007 and 2006 was $1.14 and $1.76, respectively. During the year ended June 30, 2007, the Company charged stock-based compensation relating to the granting of options of $4,466,570 to operations and recorded $87,960 of prepaid rent. During the year ended June 30, 2006, the Company charged to operations stock-based compensation relating to the granting of options of $4,655,200. 

	  
	

	  
	

	  
	

	  
	

	  
	

	  
	


During the quarter ended Dec. 31 2010, Company did not grant any stock options to purchase shares of 
common stock.
	 No vested Shares
	  
	Number of  Shares
	  
	Weighted Average

	
	  
	
	  
	Grant Date Fair Value

	  

	No vested at July 1, 2009
	  
	– 
	  
	  
	– 
	  

	Granted 
	  
	3,955,500 
	  
	  
	$ 0.20 
	  

	Vested 
	  
	(3,955,500 
	) 
	  
	$ 0.20 
	  

	Non vested at June 30, 2010 
	  
	– 
	  
	  
	– 
	  


11.     Commitments
The Company has no material commitments at Dec. 31, 2010.
12.     Income Taxes
         The Company accounts for income taxes under SFAS No. 109, “Accounting for Income Taxes.” Deferred income tax assets and liabilities are determined based upon differences between financial reporting and tax bases of assets and liabilities and are measured using the enacted tax rates and laws that will be in effect when the differences are expected to reverse. Income tax expense differs from the amount that would result from applying the U.S federal and state income tax rates to earnings before income taxes. The Company has a net operating loss carry forward of $31,829,718 available to offset taxable income in future years which expires beginning in fiscal 2012. Pursuant to SFAS 109, the potential benefit of the net operating loss carry forward has not been recognized in the financial statements since the Company cannot be assured that it is more likely than not that such benefit will be realized in future years.
The Company is subject to United States federal and state income taxes at an approximate rate of 35% and Canadian Federal income tax of 37.62% . 
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