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Part A General Company Information 
 
Item (1):  The exact name of the issuer and its predecessor (if any): 
 

(A): The exact name of the Issuer is Dalrada Financial Corporation 
Name Change history: 

 April 2, 2004:  Imaging Technologies Corporation to Dalrada Financial 
Corporation 

 May 1995 to Imaging Technologies Corporation 

 May 1983 Incorporated as Principal Computer Products, Inc. 
 

(B):  The address of its principal executive offices: 
 

11956 Bernardo Plaza Drive #516 
San Diego, CA 92128 

 
Item (2):  The exact title and class of securities outstanding. 
 

Security Symbol:  DFCO 
CUSIP Number  45244U401 
Common Stock:  1,000,000,000 authorized 
Preferred Stock:  7,500 authorized 
NO CUSIP number for the preferred. 

 
  The number of share or total amount of the securities outstanding for each 
class of securities authorized. 
 

Most Current Fiscal Year: 
 
(i) As at:     March 31, 2012 
 
(ii) Total Authorized Common:  1,000,000,000 
 Total Authorized Preferred:                  7,500 
 
(iii) Total Outstanding  
 Common:                      47,717,970 
 Preferred:                                 0  
 
(iv) Free Trading 
 Common:            39,217,970 
 Common Restricted:               8,500,000 
  



  

(v) Beneficial Shareholders:   approximately  499 
 
(vi) Number of Shareholders           529 
 
Prior Year: Same information 
 

Item (3):  Interim Financial Statements 
 

(i) The interim financials are attached at the end of the quarterly update.  
(ii) The following interim financial statements are attached. 

 

 Balance Sheet for March 31, 2012 

 Statement of Cash Flows for the three and six months ended March 31, 
2012 

 Statement of Results of Operations for the three and six months ended 
March 31, 2012  

 Statement of Stockholder’s Equity as of March 31, 2012 

 Retained Earnings Detail as of March 31, 2012 

 Footnotes to financial statements 
 
 
Item (4):  Management’s Discussion and Analysis of Plan of Operation. 
 

MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF 
OPERATIONS (In thousands, except share data) 

 
The following discussion and analysis should be read in conjunction with the financial 
statements and notes thereto included in this report. The statements contained in this 
report that are not purely historical are forward-looking statements which would 
include, but not be limited to, statements regarding our expectations, hopes, intentions 
or strategies regarding the future.  Forward-looking statements include statements 
regarding: future product or product development; future research and development 
spending on our product development strategies, and are generally identifiable by the 
use of the words “may”, “should”, “expect”, “anticipate”, “estimates”, “believe”, 
“intend”, or “project” or the negative thereof or other variations thereon or comparable 
terminology.  Forward-looking statements involve known and unknown risks, 
uncertainties and other factors that may cause out actual results, performance or 
achievements (or industry results, performance of achievements) expressed or implied 
by these forward-; looking statements to be materially different from those predicted.  
The factors that could affect our actual results include, but are not limited to, the 
following:  general economic and business conditions, both nationally and in the regions 
in which we operate; competition’ changes in business strategy or development plans; 
our inability to retain key employees; our inability to obtain sufficient financing to 
continue to expand operations; and changes in demand for products by our customers. 



  

 
Overview 
 
Our present business consists only of Management Consulting Services to clients in a 
similar business of that of Dalrada’s as described below.  As consultants, we provide 
financial, legal, human resources, workers’ compensation claims management and 
clerical services to our clients. 
 
 
 
 
PRIOR TRADITIONAL OPERATIONS 
 
PLAN OF OPERATION 
 
Short-Term Strategy 
 
Our current strategy is to secure additional management consulting contracts with 
other firms in a similar line of business as the Company participated in.  Management 
Consulting Services has provided operating income to the Company in 2010 and 
Management intends to expand this business level. 
 
Our future goal is to secure new clients and obtain a competitive workers’ 
compensation policy which will be the main basis for our revenue flow.   In addition, we 
will secure a portfolio of financial products to offer their employees and derive a fee 
revenue stream from such activities. 
 
To successful execute our current strategy; we will need to improve our working capital 
position.  The notes to the financial statements attached to this document disclose a 
going concern disclosure which stipulates that access to adequate working capital is 
necessary for the Company to continue in operation and to secure the business base 
necessary to grow the business back to the levels it maintained prior to the September 
14, 2007 foreclosure. 
 
There can be no assurance that we will be able to complete any additional debt or 
equity financings on favorable terms or at all, or that any such financings, equity or 
convertible debt financings could result in substantial dilution to our shareholders.  If 
adequate funds are not avail able, we may be required o delay, reduce or eliminate 
some or all of our planned activities, including any potential mergers, acquisitions or 
strategic relationships.  Our inability to fund out capital requirements would have a 
material adverse effect on the Company. 
 
 
RESULTS OF OPERATIONS  



  

(All numbers in thousands except share amounts) 
 
Three and Nine Months Ended March 31, 2012 Compared to March 31, 2011 

Revenue: 
 
For the quarters ending March 31, 2012 and 2011, revenues were approximately $360 
and $372 respectively, for a decrease of $12 (3%) over the same period in 2011.   The 
decrease in revenue is attributable to reduced due to client requirements. 
 
Cost of revenues: 
 
The cost of sales consists of consultant subcontracted payroll costs and travel expenses 
associated with consulting activities.  There were no costs associated with fee income. 
 
Operating Expenses: 
 
Operating expenses for the quarters ended March 31, 2012 and 2011 were $100 and 
$67 respectively for an increase of $33 (33%).   
 
The operating expenses decrease 2011 was due primarily to a recovery of bad debts. 
 
Other income and expense: 
 
Loss on impairment of assets  
 
The Company did not incur any loss on evaluating its remaining intangible assets during 
the quarter ended March 31, 2012. 
 
Liquidity and capital resources: 
 
Historically, we have financed our operations primarily through cash generated from 
operations, debt financing and the sale of equity securities with the primary source of 
funding our operating expenses through the issuance of Company common stock.  As of 
March 31, 2012 we have no specific means of generating cash other than through 
management consulting revenue.  However, we expect to, once a business base can be 
restored, to provide operating cash from our traditional lines of business enhanced by 
aggressive Workers’ Compensation premium sales.  Our success is contingent on our 
securing a business base and/or other financial products which will provide positive cash 
flow.  We have no material commitments for capital expenditures.  Our capital 
requirements depend on numerous factors, including market acceptance of our 
products and services, the resources we devote to marketing and selling our products 
and services, and other factors.   
 



  

Risk Factors 
 

As previously discussed, the Company has been relatively dormant since its principal 
creditor seized all of the assets of the Company.  The Company does not have its own 
Workers’ Compensation Policy and as such, it will have to secure one in order to expand 
its product offerings beyond Management Consulting. 
 
Governmental regulations which could be promulgated in the future could negatively 
impact the ability for the Company to conduct its business as described. 

 
As evidenced in the unaudited financial statements appended to this filing, the 
Company has a negative equity and must be able to raise additional capital, increase 
business or a combination of both in order to remain a going concern. 

 
Off-Balance Arrangements: 

 
There are no such arrangements at this time. 

 
Item (5): Legal Proceedings 
 
There are no current, past, pending or threatened legal proceedings or administrative 
actions either by or against the Company that could have a material effect on the 
Company’s business, financial condition or operations.  All judgments and liabilities are 
reflected in the unaudited financial statements and notes thereto. 
 
Item (6): Default on Senior Securities 
 
 None 
 

 
Item (7): Other Information  
 
 None 
 
 
Item (8): Exhibits 
 See Item (3). 
 
 
 



 

  
 

 
 
Item (9): Issuer’s Certification 
 
I Brian Bonar certify that: 
 
I have reviewed this quarterly Company and Disclosure Statement of Dalrada Financial 
Corporation 
 

1. Based upon my knowledge and belief, this disclosure statement does not contain 
any untrue statements made, in light of the circumstances under which such 
statements were made not misleading with respect to the period(s) covered by 
this disclosure statement; and 

 
2. Based on my knowledge, the financial statements, and other financial 

information included or incorporated by reference in this disclosure statement, 
fairly present in all material respects the financial condition , results of 
operations and cash flows of the issuer as of, and for the periods presented in 
this disclosure statement. 

 
3. The undersigned hereby certifies that the information herein is true and correct 

to the best of their knowledge and belief: 
 
Dated this 28th day of August, 2012 
 
DALRADA FINANCIAL CORPORATION 
   
  /s/ Brian Bonar 
Certified by: ____________________ 
  Brian Bonar, CEO and Chairman 
 

Name:  Brian Bonar 
Position CEO and Chairman 
Phone  877-325-7232 
E-Mail  Bbonar@Dalrada.com 
Web-page www.dalrada.com 

 
 

mailto:Bbonar@Dalrada.com
http://www.dalrada.com/
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March 31, March 31,

2012 2011

(unaudited) (unaudited)

CURRENT ASSETS

Cash and cash equivalents $ 29                    $ 7                      

Accounts receivable, net of allowance 440                  289                   

Prepaid expenses -                   

Due from affiliates 77                    3                      

TOTAL CURRENT ASSETS 546                  299                   

FIXED ASSETS NET OF DEPRECIATION 27                    

INVESTMENT IN SUBSIDIARY 100                  100                   

TOTAL ASSETS $ 673                  $ 399                   

CURRENT LIABILITIES

Accounts payable $ 580                  $ 47                    

PEO payroll taxes and other payroll deductions 7,509                7,663                

Accrued compensation 760                  760                   

Other accrued expenses 444                  555                   

Due to affiliates 4                      166                   

TOTAL CURRENT LIABILITIES 9,297                9,191                

TOTAL LIABILITIES 9,297                9,191                

COMMITMENTS AND CONTINGENCIES -                   

STOCKHOLDERS' DEFICIT

Series A convertible, redeemable preferred stock, $1,000 par value,

7,500 shares authorized 0 shares issued and outstanding -                   

Common stock; $0.005 par value; 1,000,000,000 shares

authorized; 47,717,970 shares issued and outstanding

at March 31, 2012 239                  239                   

Additional paid-in capital 91,050              91,050              

Accumulated deficit (99,913)             (100,081)           

TOTAL STOCKHOLDERS' DEFICIT (8,624)              (8,792)               

TOTAL LIABILITIES AND STOCKHOLDERS' DEFICIT $ 673                  $ 399                   

The accompanying notes are an integral part of these unaudited financial statements
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ASSETS

LIABILITIES AND STOCKHOLDERS' DEFICIT

DALRADA FINANCIAL CORPORATION

BALANCE SHEET

AS OF MARCH 31, 2012

(unaudited)

(in thousands, except share data)

 



 

  
 

2011

                   Three Months Ended                Nine Months Ended

March 31, March 31, March 31, March 31,

2012 2011 2012 2011

REVENUE $360 $372 $1,052 $1,376

COST OF REVENUE 250                   281                   767 750

GROSS PROFIT 110                   91                     285 626

OPERATING EXPENSES

Selling, general and administrative 100                   67                     325 240

TOTAL OPERATING EXPENSES 100                   67                     325 240

INCOME (LOSS) FROM OPERATIONS 10                     24                     (40) 386

OTHER INCOME (EXPENSES):

Gain on extinguishment of debt 456                   90 501

Loss on impairment of assets (125)                  

Bad Debt Write-off (255)                  

Gain on adjustment of payroll tax liabilities -                    -                    

TOTAL OTHER INCOME (EXPENSE) -                    76                     90 501

PROVISION FOR INCOME TAXES -                    -                    

NET INCOME (LOSS) 10 100 50 887

EARNINGS (LOSS) PER SHARE - BASIC AND 0.00 0.00 0.00 0.02

DILUTED

WEIGHTED AVERAGE COMMON EQUIVALENT

SHARES OUSTANDING - BASIC AND DILUTED 47,717,970         47,717,970         47,717,970         47,717,970

The accompanying notes are an integral part of these unaudited financial statements
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DALARDA FINANCIAL CORPORATION

STATEMENTS OF OPERATIONS

FOR THE QUARTERS ENDED MARCH 31, 2012 AND 2011

AND FOR THE NINE MONTHS ENDED MARCH 31, 2012 AND

 

 



 

  
 

Additional

Paid-in Accumulated

Shares Amount Capital Deficit Total

Balance, June 30, 2011 47,717,970    239            91,050          (99,963)            (8,674)            

Net income 108                   108                 

Balance, September 30, 2011 47,717,970    239$          91,050$        (99,855)$          (8,566)$          

Net income (Loss) (68) (68)$                 

Balance, December 31, 2011 47,717,970 $239 $91,050 ($99,923) (8,634)$            

Net Income 10 10$                  

Balance, March 31, 2012 47,717,970 239$            91,050$          (99,913)$            (8,624)$            

The accompanying notes are an integral part of these unaudited financial statements
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DALRADA FINANCIAL CORPORATION
STATEMENTS OF STOCKHOLDERS' DEFICIT

Common Stock

(in thousands, except share data)

FOR THE QUARTERS ENDED MARCH 31, 2012

 

 

 

 

 



 

  
 

 

           Nine Months Ended

March 31, March 31,

2012 2011

CASH FLOWS FROM OPERATING ACTIVITIES:

Net income $50 $507

Adjustment to reconcile net income to net cash

provided by operating activities

Common stock issued for consulting services

Common stock issued in payment of accrued expenses

Gain on extinguishment of debt (90) (501)

Loss on impairment of assets 125

Depreciation expense 2

Gain on adjustment of payroll tax liabilities

Changes in operating assets and liabilities:

(Increase) decrease in:

Accounts receivable 57 (174)

Due from affiliates (76) 242

Increase (decrease) in:

Accounts payable and accrued expenses net of gain on extinguishment of debt 489 (18)

Payments of payroll tax liabilities (108) (106)

Accrued compensation

Due to affiliates (302) (75)

Net cash provided by operating activities 22 0

CASH FLOWS FROM INVESTING ACTIVITIES:

Cash paid for investment in affiliated company

Net cash used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES:

Change in cash overdraft, net

Net cash provided by (used in) financing activities

NET INCREASE (DECREASE) IN CASH AND 

CASH EQUIVALENTS 22

CASH AND CASH EQUIVALENTS, Beginning of period 7 7

CASH AND CASH EQUIVALENTS, End of period 29 7

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION:

Interest paid

Income taxes paid

SUPPLEMENTAL NON-CASH INVESTING AND FINANCING ACTIVITIES:

Common stock issued for investment in affiliated company

The accompanying notes are an integral part of these unaudited financial statements
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DALRADA FINANCIAL CORPORATION
STATEMENTS OF CASH FLOWS

FOR THE NINE MONTHS ENDED MARCH 31, 2012 AND 2011



 

  
 

 Dalrada Financial Corporation 

Notes to Financial Statements 

March 31, 2012 

 

Note 1 - Organization and Basis of Presentation 

 

Organization and Line of Business 

 

Dalrada Financial Corporation was incorporated in September 1982 under the laws of the State of 

California, and reincorporated in May 1983 under the laws of the State of Delaware.  

 

The Company provides consulting services to Professional Employee Organizations and Staffing 

Firms them from many of the day-to-day tasks that negatively impact their core business 

operations, such as payroll processing, human resources support, workers' compensation 

insurance, safety programs, employee benefits, and other administrative services. 

 

The Company's principal executive offices are located at 11946 Bernardo Plaza Drive #516, San 

Diego, CA 92123. The Company's main phone number is (858) 791-6200. 

 

Segment Reporting  

 

SFAS No. 131, “Disclosure about Segments of an Enterprise and Related Information” requires 

use of the “management approach” model for segment reporting. The management approach 

model is based on the way a company’s management organizes segments within the company 

for making operating decisions and assessing performance. The Company determined it has one 

operating segment. Disaggregation of the Company’s operating results is impracticable, because 

the Company’s operating activities and its assets overlap, and management reviews its business 

as a single operating segment. Thus, discrete financial information is not available by more than 

one operating segment. 

Use of Estimates 

The preparation of the audited consolidated financial statements in conformity with generally 

accepted accounting principles in the United States of America requires management to make 

estimates and assumptions that affect the reported amounts of assets and liabilities and 

disclosure of contingent assets and liabilities at the date of the financial statements and the 

reported amounts of revenues and expenses during the reporting period. Actual results could 

differ from those estimates.  
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Revenue Recognition  

The Company recognizes revenue when its clients are invoiced in accordance with the terms of 

its client contracts. 

Comprehensive Income  

 

The Company has adopted SFAS No. 130, "Reporting Comprehensive Income." SFAS No. 130 

establishes standards for reporting and presentation of comprehensive income and its components 

in a full set of financial statements. During the three and six months ended March 31, 2011 and 

2010, the Company had no elements of comprehensive income.  

 

Earnings Per Share 

Basic earnings per share is computed by dividing income available to common shareholders by 

the weighted-average number of common shares outstanding during the period. Diluted 

earnings per share is computed similar to basic earnings per share except that the denominator 

is increased to include the number of additional common shares that would have been 

outstanding if the  potential common shares had been issued and if the additional common 

shares were dilutive.  

There were no potentially dilutive securities as of September 30, 2011 and 2010; therefore basic 

and diluted earnings per share were the same. There were 7,330,000 and 0 warrants 

outstanding as of March 31, 2011 and 2010, respectively. There were no options outstanding at 

March 31, 2011. 

Below is the computation of basic and diluted earnings per share: 

 

 

Income/ Per Income/ Per 

(Loss) Shares Share (Loss) Shares Share 

Basic earnings per share 

Net income $10               $100                  

Weighed shares outstanding 47,717,970         47,717,970         
Net income per share 0.00 $                    0.00 $          

Diluted earnings per share N/A N/A 

Net income attributed to common stockholders 

Weighed shares outstanding 

Net income per share 

Quarter Ended March 31, 

2012 2011 
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Cash and Cash Equivalents  

 

Cash and cash equivalents include cash in hand and cash in time deposits, certificates of deposit 

and all highly liquid debt instruments with original maturities of three months or less. The 

Company maintains its cash in bank deposit accounts, which at times, may exceed federally 

insured limits. The Company has not experienced any losses related to this concentration of risk. 

At March 31, 2012, the Company did not have any deposits in excess of federally insured limits. 

 

Accounts Receivable 

 

The Company is required to make estimates of the collectability of accounts receivables. 

Management analyzes historical bad debts, customer concentrations, customer 

creditworthiness, current economic trends and changes in the customers' payment tendencies 

when evaluating the adequacy of the allowance for doubtful accounts. If the financial condition 

of our customers deteriorates, resulting in an impairment of their ability to make payments, 

additional allowances may be required. 

 

 

Income/ Per Income/ Per 

(Loss) Shares Share (Loss) Shares Share 

Basic earnings per share 

Net income $50               $887                  

Weighed shares outstanding 47,717,970         47,717,970         
Net income per share 0.00 $                    .02 $          

Diluted earnings per share N/A N/A 

Net income attributed to common stockholders 

Weighed shares outstanding 

Net income per share 

Nine Months Ended March 31, 

2012 2011 
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For the nine months ended March 31, 2012, the Company recorded a bad debt expense 

recovery of $(30,000) representing the recovery of previously written off accounts. 

 

Stock-Based Compensation  

 

The Company accounts for its stock-based compensation in accordance with SFAS No. 123R, 

“Share-Based Payment, an Amendment of FASB Statement No. 123.” The Company recognizes 

in the statements of operations and other comprehensive loss the grant-date fair value of stock 

options and other equity-based compensation issued to employees and non-employees. There 

were 7,330,000 and 0 warrants outstanding as of March 31, 2012.  

 

Long-Lived Assets 

 

The Company applies the provisions of the Financial Accounting Standards Board (the "FASB") 

Statement of Financial Accounting Standards ("SFAS") No. 144, “Accounting for the Impairment 

or Disposal of Long-Lived Assets” (“SFAS 144”), which addresses financial accounting and 

reporting for the impairment or disposal of long-lived assets and supersedes SFAS No. 121, 

“Accounting for the Impairment of Long-Lived Assets and for Long-Lived Assets to be Disposed 

Of,” and the accounting and reporting provisions of the Accounting Principles Board Opinion No. 

30, “Reporting the Results of Operations for a Disposal of a Segment of a Business.” The 

Company periodically evaluates the carrying value of long-lived assets to be held and used in 

accordance with SFAS 144. SFAS 144 requires impairment losses to be recorded on long-lived 

assets used in operations when indicators of impairment are present and the undiscounted cash 

flows estimated to be generated by those assets are less than the assets’ carrying amounts. In 

that event, a loss is recognized based on the amount by which the carrying amount exceeds the 

fair market value of the long-lived assets. Loss on long-lived assets to be disposed of is 

determined in a similar manner, except that fair market values are reduced for the cost of 

disposal.  

Taxes 

The Company utilizes SFAS No. 109, “Accounting for Income Taxes.” Deferred tax assets and 

liabilities are recognized for the future tax consequence attributable to differences between the 

financial statement carrying amounts of existing assets and liabilities and their respective tax 

bases. Deferred tax assets and liabilities are measured using enacted tax rates expected to be 
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applied to taxable income in the years in which those temporary differences are expected to 

reverse. The effect on deferred tax assets and liabilities of a change in tax rates is recognized in 

the statement of operations in the period that includes the enactment date. A valuation 

allowance is provided for deferred tax assets if it is more likely than not these items will either 

expire before the Company is able to realize their benefits, or that future deductibility is 

uncertain. There were no current or deferred income tax expense or benefits for the six and 

nine months ended March, 2012 or 2011.  

 

The Company adopted the provisions of FASB Interpretation No. 48, Accounting for Uncertainty 

in Income Taxes, on January 1, 2007. As a result of the implementation of FIN 48, the Company 

made a comprehensive review of its portfolio of tax positions in accordance with recognition 

standards established by FIN 48. As a result of the implementation of Interpretation 48, the 

Company recognized no material adjustments to liabilities or stockholders’ equity. When tax 

returns are filed, it is highly certain that some positions taken would be sustained upon 

examination by the taxing authorities, while others are subject to uncertainty about the merits 

of the position taken or the amount of the position that would be ultimately sustained. The 

benefit of a tax position is recognized in the financial statements in the period during which, 

based on all available evidence, management believes it is more likely than not that the position 

will be sustained upon examination, including the resolution of appeals or litigation processes, if 

any. Tax positions taken are not offset or aggregated with other positions. Tax positions that 

meet the more-likely-than-not recognition threshold are measured as the largest amount of tax 

benefit that is more than 50 percent likely of being realized upon settlement with the applicable 

taxing authority. The portion of the benefits associated with tax positions taken that exceeds 

the amount measured as described above is reflected as a liability for unrecognized tax benefits 

in the accompanying balance sheet along with any associated interest and penalties that would 

be payable to the taxing authorities upon examination. Interest associated with unrecognized 

tax benefits are classified as interest expense and penalties are classified in selling, general and  

 

Administrative expenses in the statements of operations and other comprehensive loss. The 

adoption of FIN 48 did not have a material impact on the Company’s financial statements. 

 

 

 

Fair Value of Financial Instruments 

On January 1, 2008, the Company adopted SFAS No. 157, “Fair Value Measurements” (“SFAS 

157”). SFAS 157 defines fair value, establishes a three-level valuation hierarchy for disclosures of 
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fair value measurement and enhances disclosures requirements for fair value measures. The 

carrying amounts reported in the balance sheets for receivables and current liabilities each 

qualify as financial instruments and are a reasonable estimate of fair value because of the short 

period of time between the origination of such instruments and their expected realization and 

their current market rate of interest. The three levels are defined as follow: 

 

   Level 1 inputs to the valuation methodology are quoted prices (unadjusted) for identical 

assets or liabilities in active markets; 

 

   Level 2 inputs to the valuation methodology include quoted prices for similar assets and 

liabilities in active markets, and inputs that are observable for the asset or liability, 

either directly or indirectly, for substantially the full term of the financial instrument; 

and 

 

   Level 3 inputs to the valuation methodology are unobservable and significant to the fair 

value measurement. 

 

As of March 31, 2012, the Company did not identify any assets and liabilities that are required to 

be presented on the balance sheet at fair value. 

 

Note 2 - Going Concern 

 

The accompanying unaudited consolidated financial statements have been prepared assuming 

that the Company will continue as a going concern. As of March 31, 2012, the Company had a 

working capital deficit of $8,624 and had a stockholders' deficit of $8,624. In addition, the 

Company is delinquent on payroll tax obligations and has been sued by trade creditors for 

nonpayment of amounts due. These conditions raise substantial doubt about its ability to 

continue as a going concern. Management believes that it can continue to raise debt and equity 

financing to support its operations.  

 

The Company must obtain additional funds to provide adequate working capital and finance 

operations. However, there can be no assurance that the Company will be able to complete any 

additional debt or equity financings on favorable terms or at all, or that any such financings, if 

completed, will be adequate to meet the Company's capital requirements. Any additional equity 

or convertible debt financings could result in substantial dilution to the Company's stockholders. 
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If adequate funds are not available, the Company may be required to delay, reduce or eliminate 

some or all of its planned activities. The Company's inability to fund its capital requirements 

would have a material adverse effect on the Company. The financial statements do not include 

any adjustments that might result from the outcome of this uncertainty.  

 

Note 3 – Convertible Debt Financing and Derivative Liabilities 

As part of the several financing transactions, the Company also issued warrants to purchase 

shares of stock at various exercise prices. 

Date of Warrants 

Issued 

Number of Warrants Exercise Price Term of Warrants 

    

February 13, 2006 6,760,000 $               1.00 7 years 

February 13, 2006 (1) 520,000 $               1.00 7 years 

May 1, 2006 (2) 50,000 $             20.00 7 years 

 

(1) = no debt associated with these warrants. 

(2) = warrants issued in connection with SSL acquisition 

 

Note 4 – Notes Payable 

There were no notes payables as of March 31, 2012.  All notes previously reported have been 

written off based upon their forgiveness. 

During the three and six months ended March 31, 2012, the Company recorded a gain on 

extinguishment of debt in its accompanying statements of operations in the amount of $90.
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Note 5 – Stockholders’ Deficit 

Stock Issuances  

During the quarter ended March 31, 2012, the Company did not issue and common stock. 

Common Stock Warrants 

 

The following is a summary of the warrant activity: 

 

 Exercise 

Price Per 

Share 

 Underlying 

Common 

Shares 

    

September 30, 2009 $1.00 - $20.00  7,330,000 

     Granted -  - 

     Canceled -  - 

Exercisable at March 31, 2009 $1.00 - $20.00  - 

    

 

Note 6 – Loss on Impairment of Assets 

The Company did not recognize any loss during the quarter March 310, 2011. 

Note 7 – Related Party Transactions 

The Company's CEO and Chairman, Mr. Brian Bonar, is also a member of the Board of Directors 

of Allegiant Professional Services and CEO and Chairman of Smart-tek Solutions, Inc. 

Note 8 – Income Taxes 

The Company's provision for income taxes is accounted for in accordance with SFAS 109. SFAS 

109 requires recognition of deferred tax assets and liabilities for the expected future tax 

consequences of events that have been included in the financial statements or tax returns. 

Under the SFAS 109 asset and liability method, deferred tax assets and liabilities are determined 

based upon the difference between the financial statement and tax bases of assets and 

liabilities using the enacted tax rates in effect for the year in which the differences are expected 

to reverse. A valuation allowance is then provided for deferred tax assets that are more likely 

than not to not be realized.



 

 
10 

 

 

The Company adopted the provisions of FASB Interpretation No. 48, Accounting for Uncertainty in 

Income Taxes ("FIN 48"), on January 1, 2007. FIN 48 prescribes a recognition threshold that a tax 

position is required to meet before being recognized in the financial statements and provides guidance 

on recognition, measurement, classification, interest and penalties, accounting in interim periods, 

disclosure and transition issues. The adoption of FIN 48 had no impact on the Company's balance sheets 

or statements of operations. 

The items accounting for the difference between income taxes computed at the federal statutory rate 

and the provision for income taxes were as follows:   

 

 

Significant components of deferred tax assets and (liabilities) are as follows: 

 

 

 

At March 31, 2012, the Company had federal and state net operating loss carry forwards available to 

offset future taxable income of $91. These carry forwards will expire in the years 2014 - 2023. These net 

operating losses are subject to various limitations on utilization based on ownership changes in the prior 

years under Internal Revenue Code Section 382. The Company is in the process of analyzing the impact 

of the ownership changes but management does not believe they will have a material impact on the 

Company’s ability to utilize the net operating losses in the future. 

 

 

2012 2011 
Deferred tax assets: 

Net operating loss carry-forwards $ 99               $ 91              
Valuation allowance (99)              (91)             

Net deferred tax asset $ -                     $ -                    

2012 2011 

Statutory federal income tax rate 34                      % 34                     % 
State income taxes, net of federal taxes 6                        % 6                       % 
Usage of deferred tax asset (40)                     % (40)                    % 
Effective income tax rate -                     -                    
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The Company periodically evaluates the likelihood of the realization of deferred tax assets, and adjusts 

the carrying amount of the deferred tax assets by the valuation allowance to the extent the future 

realization of the deferred tax assets is not judged to be more likely than not. The Company considers 

many factors when assessing the likelihood of future realization of its deferred tax assets, including its 

recent cumulative earnings experience by taxing jurisdiction, expectations of future taxable income or 

loss, the carry forward periods available to the Company for tax reporting purposes, and other relevant 

factors. 

 

At March 31, 2012, based on the weight of available evidence, including cumulative losses in recent 

years and expectations of future taxable income, the Company determined that it was more likely than 

not that its deferred tax assets would not be realized and have a $91 valuation allowance associated 

with its deferred tax assets. 

The components of income tax expense are as follows: 

 

 

Future changes in the unrecognized tax benefit will have no impact on the effective tax rate due to the 

existence of the valuation allowance. The Company estimates that the unrecognized tax benefit will not 

change significantly within the next twelve months. The Company will continue to classify income tax 

penalties and interest as part of general and administrative expense in its consolidated statements of 

operations. There were no interest or penalties accrued as of March 31, 2012. 

 

 

 

 

2012 2011 

Current federal income tax $ 0                 $ 0              301 
Current state income tax -                     -                    
Deferred taxes (0)                     (301)               
Valuation allowance -                     -                    

$ -                     $ -                    


