
September 30, 

2011

December 31, 

2010

(Unaudited) (Unaudited)

Current Assets:

Cash 49,701$          1,488$           

Total current assets 49,701            1,488             

49,701$          1,488$           

Current Liabilities:

Accounts payable and accrued expenses 674$               -$                   

Loans payable - other 58,000            -                     

  Total current liabilities 58,674            -                     

Stockholders' (Deficit) Equity:

Preferred Stock, $0.001 par value; 20,000,000 authorized, -0- shares

issued and outstanding -                      -                     

Preferred Stock B, $0.001 par value; 20,000,000 authorized, -0- shares

issued and outstanding -                      -                     

Common stock, $0.001 par value; 500,000,000 shares authorized,

40,165,238 shares issued and outstanding 40,165            40,165           

Additional paid in capital 4,253,808       4,253,208      

Deficit accumulated prior to development stage (4,149,548)      (4,149,548)     

Deficit accumulated during development stage (153,398)         (142,337)        

(8,973)             1,488             

49,701$          1,488$           

LIABILITIES AND STOCKHOLDERS' EQUITY (DEFICIT)

ASSETS

East Morgan Holdings, Inc.

(A Development Stage Company)

Condensed Balance Sheets

September 30, 2011 and December 31, 2010

See accompanying summary of notes to unaudited condensed  financial statements.
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2011 2010 2011 2010

Revenue -$                     -$                   -$                   -$                 -$                 

Cost of goods sold -                       -                     -                     -                   -                   

Gross income -                       -                     -                     -                   -                   

Expenses:

General and administrative expenses 152,724            8,315             5,645             10,387         13,145         

152,724            8,315             5,645             10,387         13,145         

Net (loss) before other income and expenses (152,724)          (8,315)            (5,645)            (10,387)        (13,145)        

Other income and expenses

Interest expense (674)                 (674)               -                     (674)             -                   

(674)                 (674)               -                     (674)             -                   

Net (loss) (153,398)$        (8,989)$          (5,645)$          (11,061)$      (13,145)$      

(Loss) per common share - Basic and fully

diluted ($0.00) ($0.00) ($0.00) ($0.00) ($0.00)

Weighted average number of shares

outstanding - Basic and fully diluted 40,165,238 40,165,238 40,165,238 40,165,238 40,165,238

From August 1, 

2009 (Inception) 

to September 

30, 2011

For the Three Months Ended 

September 30,

For the Nine Months Ended 

September 30,

(Unaudited)

East Morgan Holdings, Inc.

From August 1, 2009 (Inception) to September 30, 2011

For the Nine Months Ended September 30, 2011 and 2010, and for the Period

Condensed Statements of Operations

(A Development Stage Company)

See accompanying summary of notes to unaudited condensed  financial statements.
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Shares Amount Shares Amount Shares Amount

Balance - January 1, 2010 40,165,238  40,165$        -                     -$                   4,109,383$  (4,149,548)$     -$                     -$                   

Contribution to additional paid in capital -                    -                    . -                      -                     -                     143,825       -                       -                       143,825         

Net loss -                    -                    -                     -                      -                     -                     -                   -                       (142,337)          (142,337)        

Balance - December 31, 2010 40,165,238  40,165          -                     -                      -                     -                     4,253,208    (4,149,548)       (142,337)          1,488             

Contribution to additional paid in capital -                    -                    -                     -                      -                     -                     600              -                       -                       600                

Net loss -                    -                    -                   -                       (11,061)            (11,061)          

Balance - September 30, 2011 40,165,238  40,165$        -                     -$                    -                     -$                   4,253,808$  (4,149,548)$     (153,398)$        (8,973)$          

   Common Stock

 Prior to the 

Development 

Stage 

 During the 

Development 

Stage 

 Accumulated Deficit 

East Morgan Holdings, Inc.

Statement of Stockholders' (Deficit)

For the Period from August 1, 2009 (Inception) to September 30, 2011

(A Development Stage Company)

(Unaudited)

 Additional 

Paid in 

Capital 

 Total 

Stockholders' 

Deficiency 

Preferred Stock A Preferred Stock BPreferred Stock B

See accompanying summary of notes to unaudited condensed  financial statements.
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2011 2010

Cash flows from operating activities:

Net (loss) (449,085)$       (11,061)$       (13,145)$       

Adjustments to reconcile net (loss) to

net cash (used by) operating activities:

Accounts payable and accrued expenses 674                 674                5,700             

Common stock issued for services 295,687          -                    -                    

Contributed expenses 140,025          -                    -                    

Net cash used by operating activities (12,699)           (10,387)         (7,445)           

Cash flows from financing activities:

Stockholder contributions 4,400              600                7,500             

Loans - other 58,000            58,000           -                    

Net cash provided by financing activities 62,400            58,600           7,500             

Net increase in cash 49,701            48,213           55                  

Cash - January 1 -                      1,488             -                    

Cash - September 30 49,701$          49,701$         55$                

Supplemental cash flow information:

Cash paid during the period for:

Interest -$                    -$                  -$                  

Income taxes -$                    -$                  -$                  

For the Nine Months Ended 

September 30,

Condensed Statements of Cash Flows

(A Development Stage Company)

East Morgan Holdings, Inc.

From August 1, 

2009 

(Inception) to 

September 30, 

2011

From August 1, 2009 (Inception) to September 30, 2011

For the Nine Months Ended September 30, 2011 and 2010, and for the Period

(Unaudited)

See accompanying summary of notes to unaudited condensed  financial statements.
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Note 1.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Organization

Basis of Presentation

East Morgan Holdings, Inc. ("EMHI" or the "Company") was incorporated in

Delaware in November 2001 under the name Harrison Holdings, Inc. In February

2003 the Company changed its name to Intelligent Motor Cars, Inc. at which time

operations began. During the fourth quarter of 2005 the Company ceased

operations, sold off its assets and became dormant. In May 2007 the Company

changed its name to Select Brands Holdings, Inc. and finally in September 2007

changed its name to EMHI. In August 2009, in a private transaction, the controlling

interest in the Company changed and the Company re-entered the development

stage. The Company remains in the development stage and intends to focus its

operations on pollution prevention of heavy metals contaminated products by

making products environmentally friendly.

East Morgan Holdings, Inc.

(A Development Stage Company)

Notes to Financial Statements

September 30, 2011

The accompanying unaudited financial statements of EMHI have been prepared in

accordance with U.S. generally accepted accounting principles for interim financial

information. Certain information and footnote disclosures normally included in

annual financial statements prepared in accordance with U.S. generally accepted

accounting principles have been condensed or omitted pursuant to such principles

and regulations of the Securities and Exchange Commission for Form 10-Q. All

adjustments, consisting of normal recurring adjustments, have been made which, in

the opinion of management, are necessary for a fair presentation of the results of

interim periods. The results of operations for such interim periods are not

necessarily indicative of the results that may be expected for a full year because of,

among other things, seasonality factors in the retail business. The unaudited

financial statements contained herein should be read in conjunction with the

unaudited financial statements and notes thereto for the fiscal year ended

December 31, 2010.

The balance sheet at December 31, 2010 has been derived from the unaudited

financial statements at that date but does not include all of the information and notes

required by U.S. generally accepted accounting principles for complete financial

statements. For further information, refer to the financial statements and notes

thereto for the fiscal year ended December 31, 2010.
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Note 1.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Net Income (Loss) Per Common Share

Use of Estimates

Segment Information

Income Taxes

(A Development Stage Company)

Notes to Financial Statements

September 30, 2011

Deferred income taxes are recognized for the tax consequences related to

temporary differences between the carrying amount of assets and liabilities for

financial reporting purposes and the amounts used for tax purposes at each year

end, based on enacted tax laws and statutory tax rates applicable to the periods in

which the differences are expected to affect taxable income. A valuation allowance

is recognized when, based on the weight of all available evidence, it is considered

more likely than not that all, or some portion, of the deferred tax assets will not be

realized. Income tax expense is the sum of current income tax plus the change in

deferred tax assets and liabilities.

ASC 740, Income Taxes, requires a company to first determine whether it is more

likely than not (which is defined as a likelihood of more than fifty percent) that a tax

position will be sustained based on its technical merits as of the reporting date,

assuming that taxing authorities will examine the position and have full knowledge of

all relevant information. A tax position that meets this more likely than not threshold

is then measured and recognized at the largest amount of benefit that is greater

than fifty percent likely to be realized upon effective settlement with a taxing

authority.

The Company calculates net income (loss) per share based on the authoritative

guidance. Basic earnings (loss) per share is calculated by dividing net income (loss)

by the weighted average number of common shares outstanding for the period.

Diluted earnings (loss) per share is calculated by dividing net income (loss) by the

weighted average number of common shares and dilutive common stock

equivalents outstanding. During periods in which the Company incurs losses

common stock equivalents, if any, are not considered, as their effect would be anti-

dilutive.

The Company follows Accounting Standards Codification ("ASC") 280, "Segment

Reporting". The Company currently operates in a single segment and will evaluate

additional segment disclosure requirements as it expands its operations.

The preparation of financial statements in conformity with accounting principles

generally accepted in the United States of America requires management to make

estimates and assumptions that affect the amounts reported in the financial

statements and accompanying notes. Actual results could differ from those

estimates.

East Morgan Holdings, Inc.
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Note 1.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Stock-Based Compensation

Recent Pronouncements

In May 2011, the Financial Accounting Standards Board (FASB) issued Accounting

Standards Update (ASU) No. 2011-04, “Amendments to Achieve Common Fair

Value Measurement and Disclosure Requirements in U.S. GAAP and International

Financial Reporting Standards (IFRS).”  This pronouncement was issued to provide

a consistent definition of fair value and ensure that the fair value measurement and

disclosure requirements are similar between U.S. GAAP and IFRS.  ASU 2011-04

changes certain fair value measurement principles and enhances the disclosure

requirements particularly for level three fair value measurements.  This

pronouncement is effective for reporting periods beginning on or after December 15,

2011.  The adoption of ASU 2011-04 is not expected to have a significant impact on

the Company’s consolidated financial position or results of operations.

In June 2011, the FASB issued guidance on the presentation of comprehensive

income. This guidance eliminates the current option to report other comprehensive

income and its components in the statement of changes in equity. The guidance

allows two presentation alternatives; present items of net income and other

comprehensive income in (1) one continuous statement, referred to as the

statement of comprehensive income, or (2) in two separate, but consecutive,

statements of net income and other comprehensive income. This guidance is

effective as of the beginning of a fiscal year that begins after December 15, 2011.

Early adoption is permitted, but full retrospective application is required under both

sets of accounting standards. The Company is currently evaluating which

presentation alternative it will utilize. 

September 30, 2011

East Morgan Holdings, Inc.

(A Development Stage Company)

The Company accounts for equity instruments issued to employees in accordance

with ASC 718, Compensation - Stock Compensation. ASC 718 requires all share-

based compensation payments to be recognized in the financial statements based

on the fair value using an option pricing model. ASC 718 requires forfeitures to be

estimated at the time of grant and revised in subsequent periods if actual forfeitures

differ from initial estimates. 

Notes to Financial Statements
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Note 2.  STOCKHOLDERS' DEFICIT

In January 2010 stockholders contributed $5,000 to pay certain expenses for the

Company.  The amount is not a loan and was treated as additional paid-in capital.

In February 2010 stockholders contributed $2,500 to pay certain expenses for the

Company.  The amount is not a loan and was treated as additional paid-in capital.

In June 2010 stockholders contributed $60,000 to pay certain expenses for the

Company.  The amount is not a loan and was treated as additional paid-in capital.

In October 2010 stockholders contributed $8,050 to pay certain expenses for the

Company.  The amount is not a loan and was treated as additional paid-in capital.

In October 2010 stockholders contributed $1,000 to Company. The amount is not a

loan and was treated as additional paid-in capital.

In November 2010 stockholders contributed $55,225 to pay certain expenses for the

Company.  The amount is not a loan and was treated as additional paid-in capital.

In May 2010 stockholders contributed $2,000 to pay certain expenses for the

Company.  The amount is not a loan and was treated as additional paid-in capital.

In November 2010 stockholders contributed $800 to Company. The amount is not a

loan and was treated as additional paid-in capital.

In December 2010 stockholders contributed $9,250 to pay certain expenses for the

Company.  The amount is not a loan and was treated as additional paid-in capital.

In December 2010 stockholders contributed $2,000 to Company. The amount is not

a loan and was treated as additional paid-in capital.

In February 2011 stockholders contributed $600 to Company. The amount is not a

loan and was treated as additional paid-in capital.

East Morgan Holdings, Inc.

(A Development Stage Company)

Notes to Financial Statements

September 30, 2011
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Note 3.  INCOME TAXES

    Income tax provision at the federal

      statutory rate                          34        percent

    Effect of operating losses (34)       percent

-       

Note 4.  BASIS OF REPORTING

The Company's financial statements are presented on a going concern basis, which

contemplates the realization of assets and satisfaction of liabilities in the normal

course of business.

The Company has experienced a loss from operations during its development stage

as a result of its investment necessary to achieve its operating plan, which is long-

range in nature. For the period from August 1, 2009 (inception) to September 30,

2011, the Company incurred a net loss of approximately $153,000. In addition, the

Company has no significant assets or revenue generating operations.

The Company's ability to continue as a going concern is contingent upon its ability to

attain profitable operations by securing financing and implementing its business plan

and raising capital through a private placement. In addition, the Company's ability to

continue as a going concern must be considered in light of the problems, expenses

and complications frequently encountered by entrance into established markets and

the competitive environment in which the Company operates.

The financial statements do not include any adjustments to reflect the possible

future effects on the recoverability and classification of assets or the amounts and

classification of liabilities that may result from the possible inability of the Company

to continue as a going concern.

(A Development Stage Company)

East Morgan Holdings, Inc.

Notes to Financial Statements

September 30, 2011

The provision for income taxes differs from the amount computed by applying the

statutory federal income tax rate to income before provision for income taxes. The

sources and tax effects of the differences are as follows:

As of September 30, 2011, the Company has a net operating loss carryforward of

approximately $4,300,000. This loss will be available to offset future taxable

income. If not used, this carryforward loss will begin to expire in 2029. The deferred

tax asset relating to the operating loss carryforward has been fully reserved at

September 30, 2011. The principal difference between the operating loss for

income tax purposes and reporting purposes results from the issuance of common

shares for services.
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