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Item 1. Financial Statements (Unaudited)

APPLIED DNA SCIENCES, INC.

(A DEVELOPMENT STAGE COMPANY)
CONDENSED CONSOLIDATED BALANCE SHEETS

(Unaudited)

ASSETS (Unaudited)

December 31, September 30,

2004 2004
Current assets:
Cash and Equivalents ......iiiiiinnieeeeeneennnnns $ 62,665 S 1,832
Total Current ASSEL S .. i ittt ittt ettt tneeennnn 62,665 1,832
Property, Plant and Equipment:
Furniture and Equipment ..........iiiiitinnnnnn.. 29,507 29,507
Less: Accumulated Depreciation ................... (1,756) (1,405)
27,751 28,102

Other Assets:
Deposits and Prepaid EXPEenses . ..o eeeeennnenn.. 47,585 23,559
Patent Filing vttt eeeeeeeneeeeeeeeeennnns 34,257 29,910
Less: Accumulated Amortization ..........c.oc.eieo.. (6,126) (1,756)
Net Patents ..ttt ittt e ettt ettt eeeaeennn 28,131 28,154
Restricted Cash ... .ttt ittt it e ie e 1,065,318 ——
Total Other ASSet S ittt ittt ettt ettt eneennnnn 1,141,034 51,713
TOLAl ASSEE S ittt ittt et ettt ettt ettt $ 1,231,450 S 81,647

LIABILITIES AND DEFICIENCY IN STOCKHOLDERS' EQUITY

Current Liabilities:
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Accounts Payable and Accrued Liabilities
Accrued Liabilities Due Related Parties

Convertible Notes Payable
Due to Related Parties
Note Payable

Total Current Liabilities

Long Term Liabilities:
Note Payable

Deficiency in Stockholders' Equity:

Preferred Stock, par value $.0001 per share;

10,000,000 shares authorized;
60,000 issued at December 31,
September 30, 2004

2004 and

Common Stock, par value $.50 per share;

100,000,000 shares authorized;

40,848,239

shares and 23,981,054 shares issued and

outstanding at December 31, 2004 and
September 30, 2004, respectively
Common Stock Subscription
Additional Paid-In-Capital
Accumulated Deficit

Total Liabilities and Deficiency in
Stockholders' Equity

$ 2,973,686
168,857
1,675,000
61,943
1,125,000

20,424,120
(880,000)

10,863,008
(35,180,170)

$ 1,770,379
117,333
1,625,000
111,943
1,163,500

11,990,527
(1,000)

6,118,993
(22,815,034)

See accompanying notes to unaudited condensed consolidated financial statements

APPLIED DNA SCIENCES,

3

INC.

(A DEVELOPMENT STAGE COMPANY)
CONDENSED CONSOLIDATED STATEMENTS OF LOSSES
(Unaudited)

Revenues:
Sales

Operating expenses:
Selling, general and administrative
Depreciation and amortization

Total operating expenses

Operating loss

For The Three

Months Ended
December 31,
2004

10,792,921
4,721

10,797,642

(10,797,642)

For The Three

Months Ended
December 31,

2003

$ _—

$ _—
7,407,750
351
7,408,101

(7,408,101)

For the Period,

September 16,

2002,

(Date of Inception)

through
December 31,

2004

31,852,994
7,882

31,860,876

(31,860,876)
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Other Income (expense)
Interest (expense)
Income (taxes) benefit

Net loss

Loss per common share

(basic and assuming dilution)

....... 315 685 26,700
....... (1,567,809) (135,074) (3,345,995)
....... $(12,365,136) S (7,542,490) $(35,180,171)

..... $ (0.45) $ (0.41) $ (1.28)

Weighted average shares outstanding

27,402,160

18,503,162 27,402,160

See accompanying notes to unaudited condensed consolidated financial statements

APPLIED DNA SCIENCES,

INC

(A development stage company)
CONDENSED CONSOLIDATED STATEMENT OF DEFICIENCY IN STOCKHOLDER'S EQUITY
FOR THE PERIOD SEPTEMBER 16,

Issuance of common stock
to Founders in exchange
for services on September
16, 2002 at $.01 per share

Net Loss

Balance at September 30,
2002

Issuance of common stock
in connection with merger
with Prohealth Medical
Technologies , Inc on
October 1, 2002
Cancellation of Common
stock in connection with
merger with Prohealth
Medical Technologies ,
Inc on October

21, 2002

Issuance of common stock
in exchange for services
in October 2002 at $ 0.65
per share

Issuance of common stock in
exchange for subscription
in November and December
2002 at $ 0.065 per share

DECEMBER 31,

Preferred

Shares

2002

(Date of Inception) THROUGH
2004
Additional
Preferred Paid in Common
Shares Common Common Stock Capital Stock
Amount Shares Amount Amount Subscribed
S - 100,000 $ 10 $ 990 -
- 100,000 10 990 -
- 10,178,352 1,018 - -
- (100,000) 10 (1,000) -
- 602,000 60 39,070 -
- 876,000 88 56,852 -

(56
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Cancellation of common

stock in January 2003

previously issued in

exchange for consulting

services - - (836,000) (84) (54,264)
Issuance of common stock

in exchange for licensing

services valued

at $ 0.065 per share in

January 2003 - - 1,500,000 150 97,350
Issuance of common stock

in exchange

for consulting services

valued at $ 0.13 per share

in January 2003 - - 586,250 58 76,155
Issuance of common stock

in exchange

for consulting services

at $ 0.065 per

share in February 2003 - - 9,000 1 584
Issuance of common stock

to Founders 1lin exchange

for services valued at

$0.0001 per share in

March 2003 - - 10,140,000 1,014 -
Issuance of common stock

in exchange for consulting

services valued at

$2.50 per share in March 2003 - - 91,060 9 230,625

See accompanying notes to unaudited condensed consolidated financial statements
5

APPLTED DNA SCIENCES, INC
(A development stage company)
CONDENSED CONSOLIDATED STATEMENT OF DEFICIENCY IN STOCKHOLDER'S EQUITY
FOR THE PERIOD SEPTEMBER 16, 2002 (Date of Inception) THROUGH
DECEMBER 31, 2004

(Continued)
Additional
Preferred Paid in
Preferred Shares Common Common Stock Capital
Shares Amount Shares Amount Amount

Issuance of common stock in

exchange for consulting

services valued at $

0.065 per share in March 2003 - - 6,000 1 389
Common stock subscribed in

exchange for cash at $1 per

share in March 2003 - - - - 18,000
Common stock issued in

exchange for consulting

services at $ 0.065 per

share on April 1, 2003 - - 860,000 86 55,814
Common stock issued in

exchange for

cash at $ 1.00 per share

on April 9, 2003 - - 18,000 2 -
Common stock issued in

Common
Stock

Subscribed

54
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exchange for

consulting services at $
0.065 per

share on April 9, 2003
Common stock issued in
exchange for

consulting services at

$ 2.50 per

share on April 23, 2003
Common stock issued in
exchange for

consulting services at

$ 2.50 per

share, on June 12, 2003
Common stock issued in
exchange for

cash at $ 1.00 per share
on June 17, 2003

Common stock subscribed
in exchange

for cash at $ 2.50 per
share pursuant

to private placement

on June 27, 2003

Common stock retired in
exchange for note payable
at $0.0118 per share,

on June 30, 2003

Common stock issued in
exchange for

consulting services at
$0.065 per

share, on June 30, 2003
Common stock subscribed
in exchange for cash at

$ 1.00 per share pursuant
to private placement on
June 30, 2003

Common stock subscribed
in exchange for cash at

$ 2.50 per share pursuant
to private placement on
June 30, 2003

Common stock issued in
exchange for consulting
services at approximately
$2.01 per share, July 2003

See accompanying notes to unaudited condensed consolidated financial statements

CONDENSED CONSOLIDATED STATEMENT OF DEFICIENCY IN STOCKHOLDER'S EQUITY

- - 9,000 1 584
- - 5,000 1 12,499
- - 10,000 1 24,999
- - 50,000 5 49,995
- - (7,500,000) (750) 750
- - 270,000 27 17,523
- - 213,060 21 428,797

APPLTED DNA SCIENCES, INC
(A development stage company)

FOR THE PERIOD SEPTEMBER 16, 2002 (Date of Inception)

DECEMBER 31, 2004
(Continued)

THROUGH

10,000

24,000

24



Edgar Filing: APPLIED DNA SCIENCES INC - Form 10QSB/A

Additional
Preferred Common Paid in Common
Preferred Shares Common Stock Capital Stock Su
Shares Amount Shares Amount Amount Subscribed R

Common stock canceled

in July 2003,

previously issued for

services rendered at

$2.50 per share - - (24,000) (2) (59,998) -
Common stock issued

in exchange for

options exercised at

$1.00 in July 2003 - - 20,000 2 19,998 -
Common stock issued

in exchange for

exercised of options

previously

subscribed at $1.00 in

July 2003 - - 10,000 1 9,999 (10,000)
Common stock issued in

exchange for

consulting services at

approximately

$2.38 per share,

August 2003 - - 172,500 17 410,913 -
Common stock issued in

exchange for

options exercised at

$1.00 in August 2003 - - 29,000 3 28,997 -
Common stock issued

in exchange for

consulting services

at approximately

$2.42 per share,

September 2003 - - 395,260 40 952,957 -
Common stock issued

in exchange for

cash at $2.50 per

share-subscription

payable-September 2003 - - 19,200 2 47,998 (48,000)
Common stock issued in

exchange for

cash at $2.50 per

share pursuant to

private placement

September 2003 - - 6,400 1 15,999 -
Common stock issued in

exchange for

options exercised at

$1.00 in September 2003 - - 95,000 10 94,991 -
Common stock subscription

receivable reclassification

adjustment

Common Stock subscribed to

at $2.50 per share in

September 2003 - - - -

Net Loss for the year
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ended September 30, 200 - - - 300,000

Balance at September 30,
2003 - - - - - -

- S - 17,811,082 $ 1,781 $2,577,568 $300,000 $

See accompanying notes to unaudited condensed consolidated financial statements

APPLTED DNA SCIENCES, INC
(A development stage company)
CONDENSED CONSOLIDATED STATEMENT OF DEFICIENCY IN STOCKHOLDER'S EQUITY
FOR THE PERIOD SEPTEMBER 16, 2002 (Date of Inception) THROUGH
DECEMBER 31, 2004

(Continued)
Additional
Preferred Paid in Common
Preferred Shares Common Common Stock Capital Stock S
Shares Amount Shares Amount Amount Subscribed

Preferred shares issues

in exchange for services

at $25.00 per share,

October 2003 1500 15

Common stock issued in

exchange for consulting

services at

approximately $2.85 per

share, October 2003 287,439 29 820,389 -
Common stock issued in

exchange for cash at

$2.50 per

share-subscription

payable-October 2003 120,000 12 299,988 (300,000)
Common stock canceled

in October 2003,

previously issued for

services rendered at

$2.50 per share (100,000) (10) (249,990) -
Common stock issued in

exchange for consulting

services at approximately

$3 per share,

November 2003 100,000 10 299,990 -
Common stock subscribed

in exchange for cash at

$2.50 per share pursuant

to private placement,

November, 2003 100,000 10 249,990 -
Common stock subscribed

in exchange for cash at

$2.50 per share pursuant

to private placement,

December, 2003 6,400 1 15,999 -
Common stock issued in
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exchange for consulting
services at approximately
$2.59 per share,
December 2003
Common Stock subscribed to
at $2.50 per share in
December 2003
Beneficial conversion
feature relating
to notes payable
Beneficial conversion
feature relating
to warrants
Adjust common stock par
value from $0.0001 to
$0.50 per share, per
amendment of articles
dated Dec 2003
Common Stock issued
pursuant to subscription
at $2.50 share in Jan 2004
Common stock issued in
exchange for consulting
services at $2.95 per
share, Jan 2004
Common stock issued in
exchange for consulting
services at $2.60 per
share, Jan 2004
Common stock issued in
exchange for consulting
services at $3.05 per
share, Jan 2004

2,125,500

41,600

13,040

123,000

1,000

213

10,223,166

20,800

6,520

61,500

500

5,504,737

1,168,474

206,526

(10,223,166)

83,200

31,948

258,300

2,550

See accompanying notes to unaudited condensed consolidated financial statements

APPLTED DNA SCIENCES, INC
(A development stage company)

CONDENSED CONSOLIDATED STATEMENT OF DEFICIENCY IN STOCKHOLDER'S EQUITY

FOR THE PERIOD SEPTEMBER 16,
DECEMBER 31,
(Continued)

Common stock issued in
exchange for employee
services at $3.07 per
share, Feb 2004

Common stock issued in
exchange for consulting
services at $3.04 per
share, Mar 2004

Common Stock issued for

Preferred
Preferred

(Date of Inception)
2004

Common
Shares

6,283

44,740

Common Stock

Amount

3,142

22,370

THROUGH

Additional
Paid in
Capital

Amount

16,147

113,640

104,000

(104,000)

Common
Stock
Subscribed
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options exercised at
$1.00 per share in Mar

2004 55,000 27,500 27,500
Common stock issued in
exchange for employee
services at $3.00 per
share, Mar 2004 5,443 2,722 13,623

See accompanying notes to unaudited condensed consolidated financial statements

APPLTED DNA SCIENCES, INC
(A development stage company)

CONDENSED CONSOLIDATED STATEMENT OF DEFICIENCY IN STOCKHOLDER'S EQUITY
FOR THE PERIOD SEPTEMBER 16, 2002 (Date of Inception) THROUGH
DECEMBER 31, 2004
(Continued)

Deficit
Additional

Common stock issued in
exchange for employee
services at $3.15 per
share, Mar 2004
Preferred shared
converted to common
shares for consulting
services at $3.00per
share, Mar 2004

Common stock issued in
exchange for employee
services at $3.03 per
share, Mar 2004

Common Stock issued
pursuant to
subscription at $2.50
per share in Mar. 2004
Beneficial Conversion
Feature relating

to Notes Payable
Beneficial Conversion
Feature relating

to Warrants

Common stock issued in
exchange for consulting
services at $2.58 per
share, Apr 2004

Common stock issued in
exchange for consulting
services at $2.35 per
share, Apr 2004

Common stock issued in
exchange for consulting
services at $1.50 per
share, Apr 2004

Common stock returned

Preferred
Shares
Amount

Common
Shares

Preferred

Shares Amount

5,769 2,885

5000 5 125,000 62,500

8,806

4,403

22,500 11,250

9,860 4,930

11,712

5,856

367,500 183,750

Common Stock

Paid in
Capital
Amount

15,293

312,500

22,236

(9,000)

122,362

177,638

20,511

21,667

367,500

Common
Stock
Subscribed

10
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to treasury at

$0.065 per share,

Apr 2004

Preferred stock
converted to common
stock for consulting
services at $1.01

per share in May 2004
Common stock issued per
subscription May 2004
Common stock issued in
exchange for consulting
services at $0.86 per
share in May 2004
Common stock issued in
exchange for consulting
services at $1.15 per
share in May 2004
Common stock returned to
treasury at $0.065 per
share, Jun 2004

(50,000)

4000 4 100,000

10,000

137,000

26,380

(5,000)

(25,000)

50,000

5,000

68,500

13,190

(2,500)

21,750 -

51,250 -

(4,000) -

50,913 -

17,147 -

2,175 -

See accompanying notes to unaudited condensed consolidated financial statements

10

APPLTED DNA SCIENCES, INC
(A development stage company)

CONDENSED CONSOLIDATED STATEMENT OF DEFICIENCY IN STOCKHOLDER'S EQUITY

FOR THE PERIOD SEPTEMBER 16,

Common stock issued in
exchange for consulting
services at $0.67 per
share in June 2004
Common stock issued in
exchange for consulting
services at $0.89 per
share in June 2004
Common stock issued in
exchange for consulting
services at $0.65 per
share in June 2004
Common stock issued
pursuant to private
placement at $1.00

per share in June 2004
Common stock issued in
exchange for consulting
services at $0.54 per
share in July 2004
Common stock issued in
exchange for consulting
services at $0.72 per

2002 (Date of Inception) THROUGH
DECEMBER 31, 2004
(Continued)
Preferred
Preferred Shares Common Common Stock
Shares Amount Shares Amount
270,500 135,250
8,000 4,000
50,000 25,000
250,000 125,000
100,000 50,000

Deficit
Additional
Paid in
Capital
Amount

Common
Stock
Subscribed

45,310 -

3,120 -

7,250 -

125,000 -

4,000 -

11
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share in July 2004
Common stock issued in
exchange for consulting
services at $0.47 per
share in July 2004
Common stock issued in
exchange for consulting
services at $0.39 per
share in August 2004
Preferred stock converted
to common stock for
consulting services at
$0.39 per share in
August 2004

(2000)

(2)

5,000

100,000

100,000

50,000

2,500

50,000

50,000

25,000

1,100

(2,749)

(11,000)

(5,500)

See accompanying notes to unaudited condensed consolidated financial statements

CONDENSED CONSOLIDATED STATEMENT OF DEFICIENCY IN STOCKHOLDER'S EQUITY
FOR THE PERIOD SEPTEMBER 16,

Common stock issued in
exchange for consulting
services at $0.50 per
share in August 2004
Common stock issued in
exchange for consulting
services at $0.56 per
share in August 2004
Common stock issued in
exchange for consulting
services at $0.41 per
share in August 2004
Common stock issued in
exchange for consulting
services at $0.52 per
share in September 2004
Common stock issued in
exchange for consulting
services at $0.46 per
share in September 2004
Common stock issued
pursuant to subscription
at $0.50 per share in
September 2004
Preferred shares
converted to common
stock for consulting

11

APPLTED DNA SCIENCES, INC
(A development stage company)

Preferred
Shares

2002 (Date of Inception) THROUGH

DECEMBER 31, 2004
(Continued)
Preferred
Shares Common
Amount Shares
100,000
200,000
92,500
1,000,000
5,000
40,000

Common Stock
Amount

50,000

100,000

46,250

500,000

2,500

20,000

Deficit

Additional

Paid in

Capital

Amount

250

12,500

(8,787)

17,500

(212)

Common
Stock
Subscribed

12
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services at $0.41

per share in September

2004 (4000) (4) 100,000 50,000 4,000 -
Preferred shares issued

in exchange for service

at $25 per share in

September 2004 60,000 6 1,499,994

Warrants issued to

consultants in the

fourth quarter 2004 2,019,862

Net Loss - - - -

Balance at
September 30, 2004 60,000 $6 23,981,054 11,990,527 6,118,993 -

See accompanying notes to unaudited condensed consolidated financial statements
12

APPLTED DNA SCIENCES, INC
(A development stage company)
CONDENSED CONSOLIDATED STATEMENT OF DEFICIENCY IN STOCKHOLDER'S EQUITY
FOR THE PERIOD SEPTEMBER 16, 2002 (Date of Inception) THROUGH
DECEMBER 31, 2004

Additional
Preferred Paid in Common
Preferred Shares Common Common Stock Capital Stock S
Shares Amount Shares Amount Amount Subscribed
Common stock issued
in exchange for
consulting services
at $0.68 per share
in October 2004 - - 200,000 100,000 36,000 -
Common stock returned
to treasury at $0.60
per share, Oct 2004 - - (1,069,600) (534,800) (107,298) -
Common stock issued
in exchange for
consulting services at
$0.60 per share in
October 2004 - - 82,500 41,250 8,250 -
Common Stock issued
pursuant to subscription
at $0.60 share in
October 2004 - - 500,000 250,000 50,000 (300,000)

Common stock issued in

exchange for consulting

services by noteholders

at $0.50 per share

in October 2004 - - 532,500 266,250 - -

13
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Common Stock issued
pursuant to subscription
at $0.50 share in
October 2004

Common Stock issued pursuant

to subscription at $0.45
share in October 2004

Common stock issued in

exchange for consulting
services by noteholders
at $0.45 per share

in October 2004

Common Stock issued in

exchange for consulting
services at $0.47 share
in November 2004

Common Stock issued in

exchange for consulting
services at $0.80 share
in November 2004

Common Stock issued in

exchange for consulting
services at $1.44 share
in November 2004

Common Stock issued in
exchange for employee
services at $1.44 share
in November 2004

500,000

1,000,000

315,000

100,000

300,000

115,000

5,000

250,000

500,000

157,500

50,000

150,000

57,500

2,500

(50,000)

(15,750)

(3,000)

90,000

108,100

4,700

See accompanying notes to unaudited condensed consolidated financial statements

APPLTED DNA SCIENCES, INC
(A development stage company)

CONDENSED CONSOLIDATED STATEMENT OF DEFICIENCY IN STOCKHOLDER'S EQUITY

FOR THE PERIOD SEPTEMBER 16,
DECEMBER 31,

Common Stock issued in
exchange for employee
services at $0.60 share
in November 2004

Beneficial Conversion
discount relating to
Notes Payable

Beneficial Conversion
Feature relating to
Warrants

2002

(Date of Inception)
2004

60,000

30,000

THROUGH

6,000

936,541

528,459

(450,000)

(4,000)

14
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Common stock issued at
$0.016 in exchange for
note payable in December
2004

Common Stock issued in

exchange for consulting
services at $1.44 share
in December 2004

Common stock issued
pursuant to subscription
at $0.50 per share in
December 2004

Warrants issued to
consultants in

Dec. 2004

Net Loss

APPLIED DNA SCIENCES INC - Form 10QSB/A

5,500,000 2,750,000 (2,661,500)

- - 5,796,785 2,898,393 5,418,815

- - 2,930,000 1,465,000 -

- - 394,698
60,000 6 40,848,239 20,424,120 10,863,008

(125,000)

See accompanying notes to unaudited condensed consolidated financial statements

14

APPLIED DNA SCIENCES, INC.
(A DEVELOPMENT STAGE COMPANY)

CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS

(Unaudited)

Cash flows from operating activities:
Net loss from operating activities ... ...ttt it ittt et $(12,365,136)
Adjustments to reconcile net loss to net cash used in

operating activities:

Depreciation ............
Organizational Expenses .

Preferred Shares issued in exchange for service .........iiiiiiiiiinnennnnn

Warrants issued to consuUltant s ... ..ttt ittt ittt ittt ettt eeeeeeen

Amortization of beneficial conversion feature-convertible notes............
Common stock issued in exchange for consultant services rendered ..........
Common stock canceled-previously issued for services rendered .............

Changes in Assets and Liabilities:

For The Three M
December
2004

4,721

394,698
1,515,000

9,366,507
(642,605)

15
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Increase IN—0Lher ASSet S it ittt it ittt ettt ettt ettt et et e e e e e (1,065,318)
Increase 1n due related parties i e e e e 1,523
Increase (decrease) in accounts payable and accrued liabilities ........... 1,203,816
Net cash used in operating activities . ...ttt ittt et (1,586,794)

Cash flows from investing activities:

Payments for patent f£iling ... ..ttt ittt et ettt et (4,347)
Payments for secUrity deposits ..ttt ittt ittt ettt et eeeeeeeeeeannns (24,026)
Capital exXpPenditUres & .ttt ittt it e ettt ettt et ettt e (0)
Net cash used in investing activities . ...ttt ittt (28,373)

Cash flows from financing activities:

Proceeds from sale of common stock, net of cost ..... ... -
Proceeds from subscription of common stock . .... ...ttt 250,000
Proceeds from sale Of OpLions ...ttt ittt ittt et et ettt e 36,000
Advances from shareholders . ... ..ttt ittt ittt teeeeeeeeeaaeeeeeeens -

Proceeds from notes payablele. .. ...ttt ittt ettt ettt e e 1,390,000
Net cash provided by financing activities ....... ittt ennnnnnns 1,676,000
Net increase in cash and cash equivalents ....... ittt iiiineeneennnenens 60,833
Cash and cash equivalents at beginning of period ........... ... 1,832
Cash and cash equivalents at end of period ........iiiiittitneeeneeeannnn $ 62,665

Supplemental Disclosures of Cash Flow Information:
Cash paid during period for interest ... ...ttt ittt -
Cash paid during period fOr LaXeS ittt iii ittt it ettt eeeeeeeeeeeanenn -

Non-cash transaction

Common stock issued fOr SErvVICES .. ittt ittt ettt ettt teeeneeeneenns 9,366,507
Common stock canceled-previously issued for services rendered ............. (642,605)
Common sStoCk retdred .. ...ttt et e ettt e et e e e e e -
Deferred finanCing COSES & i it i ittt ittt ettt ettt et eeeeeeeeeeanenn

Beneficial conversion feature related to notes payable .......... ... 936,541
Beneficial conversion feature related to wWarrantsS .....ei it tiettneennennn 528,459

Preferred Shares in exchange for ServiCeS. ... ...ttt ittt teeeeeeeeannnn
Warrants issued to CONSULLANE S .. i ittt ittt ettt e ettt e eetaeeeeeanen 394,698

Acquisition:

Common stock retalned ... ...ttt i i i e e e e

ASSEl S ACOUITEA ittt it ittt ettt e e e e e e e e et e e e e

Total consideration pPaid .. ...ttt ittt ettt e ettt

Organization expenses - note issued in excahnge of shares retired .........

Common stock issued in exchange for note payable ......... .. ... 88,500

See accompanying notes to unaudited condensed consolidated financial statements
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APPLIED DNA SCIENCES, INC.
(A Development Stage Company)
NOTES TO CONDENSED CONSOLIDATED FINANCIAL INFORMATION
DECEMBER 31, 2004
(UNAUDITED)

NOTE A - SUMMARY OF ACCOUNTING POLICIES
General

The accompanying unaudited condensed consolidated financial statements have been
prepared in accordance with the instructions to Form 10-0SB, and therefore, do
not include all the information necessary for a fair presentation of financial
position, results of operations and cash flows in conformity with generally
accepted accounting principles.

In the opinion of management, all adjustments (consisting of normal recurring
accruals) considered necessary for a fair presentation have been included.
Operating results for the three-month period ended December 31, 2004 is not
necessarily indicative of the results that may be expected for the year ended
September 30, 2005. The unaudited condensed consolidated financial statements
should be read in conjunction with September 30, 2004 financial statements.

Business and Basis of Presentation

On September 16, 2002, Applied DNA Sciences, Inc. (the "Company") was
incorporated under the laws of the State of ©Nevada. The Company 1is in the
development stage , as defined by Statement of Financial Accounting Standards

No. 7 ("SFAS No. 7") and its efforts have been principally devoted to developing
DNA embedded biotechnology security solutions in the United States. To date, the
Company has generated nominal sales revenues, has incurred expenses and has
sustained losses. Consequently, 1its operations are subject to all the risks
inherent in the establishment of a new business enterprise. For the period from
inception through December 31, 2004, the Company has accumulated losses of
$35,180,171

The consolidated financial statements include the accounts of the Company, and
its wholly-owned subsidiary ProHealth Medical Technologies, 1Inc. Significant
inter-company transactions have been eliminated in Consolidation.
Reclassification

Certain prior period amounts have been reclassified for comparative purposes.
Property and Equipment

Property and equipment are stated at cost and depreciated over their estimated
useful 1lives of 3 to 5 years using the straight 1line method. At December 31,

2004 property and equipment consist of:

December 31, 2004

Furniture S 29,507
Accumulated depreciation 1,756
Net $ 27,751
Advertising
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The Company will follow a policy of charging the costs of advertising to
expenses incurred. The Company incurred advertising costs of $4,490 and $O0,
respectively during the three months ended December 31, 2004.

Intangible Assets

Intangible assets are amortized wusing the straight-line method over their
estimated period of benefit, ranging from one to ten years. We periodically
evaluate the recoverability of intangible assets and take into account events or
circumstances that warrant revised estimates of useful lives or that indicate
that an impairment exists. All of our intangible assets are subject to
amortization.

16
APPLIED DNA SCIENCES, INC.
(A Development Stage Company)
NOTES TO CONDENSED CONSOLIDATED FINANCIAL INFORMATION
DECEMBER 31, 2004
(UNAUDITED)

NOTE A - SUMMARY OF ACCOUNTING POLICIES (continue)

Intangible Assets (continue)

At December 31, 2004, intangible assets consist of:

December 31,

2004
Intangible assets S 34,257
Accumulated amortization (6,126)
Net Intangible Assets $ 28,131

Restricted Cash

Per terms of the December Promissory Note Payable agreement dated December 20,
2004, all proceeds received from note holders remain in escrow subject to (1)
the filing of a Definitive Information Statement that increases the authorized
Common Stock and reduces par value, and (2) the closing of a Private Placement
for $1 million or more and in the event of such occurrence the Note will
automatically without notice to the note holder, in to Common Stock of the
Company, at any time at $0.50 per share plus 100% warrant coverage with said
warrant being exerciseable at $0.75 per share for a period of three years and
callable at $1.25 after the underlying stock is registered if said stock trades
at above $1.25 per share for 10 days - See Note F.

Stock Based Compensation

In December 2002, the FASB issued SFAS No. 148, "Accounting for Stock-Based
Compensation-Transition and Disclosure—an amendment of SFAS 123." This statement
amends SFAS No. 123, "Accounting for Stock-Based Compensation,”" to provide
alternative methods of transition for a voluntary change to the fair value based
method of accounting for stock-based employee compensation. In addition, this
statement amends the disclosure requirements of SFAS ©No. 123 to require
prominent disclosures in both annual and interim financial statements about the

18
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method of accounting for stock-based employee compensation and the effect of the
method used on reported results. The Company has chosen to continue to account
for stock-based compensation using the intrinsic value method prescribed in APB
Opinion No. 25 and related interpretations. Accordingly,
for stock options is measured as the excess, if any, of the fair market wvalue of
the Company's stock at the date of the grant over the exercise price of the
related option. The Company has adopted the annual disclosure provisions of SFAS
No. 148 in its financial reports for the year ended September 30, 2003 and for
the subsequent periods.

compensation expense

Had compensation costs for the Company's stock options been determined based on
the fair value at the grant dates for the awards, the Company's net loss and
losses per share would have been as follows (transactions 1involving stock
options issued to employees and Black-Scholes model assumptions are presented in
Note E) :

17
APPLIED DNA SCIENCES, INC.

(A Development Stage Company)
NOTES TO CONDENSED CONSOLIDATED FINANCIAL INFORMATION

DECEMBER 31, 2004
(UNAUDITED)
NOTE A - SUMMARY OF ACCOUNTING POLICIES (Continued)
Stock Based Compensation (Continued)
For The Three For The Three
Months ended Months ended
December 31, December 31,
2004 2003
Net loss - as reported $ (12,365,136) $(7,542,490)
Add: Total stock based employee compensation expense
as
reported under intrinsic value method (APB. No. 25) - -
Deduct: Total stock based employee compensation expense as
reported under fair value based method (SFAS No. 123) - -
Net loss - Pro Forma $ (12,365,136)
$(7,542,490)
Net loss attributable to common stockholders - Pro forma
$ (12,365,136) $(7,542,490)
Basic (and assuming dilution) loss per share - as reported $ (0.45) $ (0.40)
Basic (and assuming dilution) loss per share - Pro forma S (0.45) S (0.40)

NOTE B - MERGER
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Acquisition

On October 21, 2002, the Company completed a Plan and Agreement of
Reorganization ("Merger") with ProHealth Medical Technologies, Inc.
("ProHealth") an inactive publicly registered shell corporation with no
significant assets or operations. For accounting purposes, the Company shall be

the surviving entity. The transaction is accounted for using the purchase method
of accounting. The total purchase price and carrying value of net assets
acquired of was $ 880. From November 1988 wuntil the date of the merger,
ProHealth was an inactive entity with no significant assets and liabilities

18

APPLIED DNA SCIENCES, INC.
(A Development Stage Company)
NOTES TO CONDENSED CONSOLIDATED FINANCIAL INFORMATION
DECEMBER 31, 2004
(UNAUDITED)

Effective with the Merger, all previously outstanding common stock, preferred

stock, options and warrants owned by the Company's shareholders were exchanged
for an aggregate of 10,178,352 shares of ProHealth common stock. The value of
the stock that was issued was the historical cost of the ProHealth's net
tangible assets, which did not differ materially from their fair value. 1In

accordance with SFAS No. 141, the Company is the acquiring entity.

Effective with the Merger, ProHealth changed its name to Applied DNA Sciences,
Inc.

The total purchase price and carrying value of net assets acquired of ProHealth
was $1. The net assets acquired were as follows:

Common stock retained by ProHealth shareholders $1,015
Assets acquired (135)
Total consideration paid $880

In accordance with SOP 98-5, the Company expensed $880 as organization costs.

NOTE C - RELATED PARTY TRANSACTIONS

At December 31, 2004, notes payable are as follows:

December

31, 2004
Note payable , related party, together with interest at 8% per annum, unsecured.
Upon default, the Company issued noteholder 7.5 million shares of the Company's
common stock. The noteholder retained 2 million shares and set aside 3.5 million

in escrow as third party deferred compensation for a future transaction $ -

Note payable, unsecured, related party, payable from August 1, 2005, right to
convert to restricted stock in lieu of cash, rate of interest 4%, 160,000 shares
prior to October 31, 2005 or 180,000 shares after that date. 425,000

Due to ex-president, in September 2004, note holder entered into a private
transaction, selling a total of 2,500,000 shares to him, after which he loaned

20



Edgar Filing: APPLIED DNA SCIENCES INC - Form 10QSB/A

all proceeds of $600,000 to us. 600,000

Note payable, ex-officer of the Company, due $100,000 upon first funding, 20%
rate of interest, or 100,000 shares at par value of $0.001

Less: current portion

Note payable - long-term

Included in current liabilities is $61,943 at December 31, 2004, which
represents advances from the stockholders of the Company. No formal agreements
or repayment terms exist.

Also, the Company owed $168,857 at December 31, 2004 to the stockholders and
other related parties towards accrued expenses.

The Company leases office space under a sub lease agreement with an entity
controlled by a significant former shareholder of the Company.
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APPLIED DNA SCIENCES, INC.
(A Development Stage Company)
NOTES TO CONDENSED CONSOLIDATED FINANCIAL INFORMATION
DECEMBER 31, 2004
(UNAUDITED)

The Company has entered into long term employment and consulting agreements with
Company's President and Chief Executive Officer and an entity controlled by a
former significant Company shareholder, respectively.

NOTE D - CAPITAL STOCK

The Company is authorized to issue 10,000,000 shares of preferred stock with a
$.001 par value per share. The Company is authorized to issue 100,000,000 shares
of common stock, with a $0.50 par value per share. In January 2004, the Company
passed a resolution authorizing change in the par value per common shares from
$0.0001 per share to $0.50 per share. As of December 31, 2004, the Company has
issued and outstanding 40,848,239 common share with par value of $0.50 per share
and 60,000 convertible preferred shares with par value of $0.0001.

During the period September 16, 2002 through September 30, 2003, the Company
issued 100,000 shares of common stock in exchange for reimbursement of services
provided by the founders of the Company. The Company valued the shares issued at
approximately $1,000, which represents the fair value of the services received
which did not differ materially from the value of the stock issued.

In October, 2002, the Company issued 10,178,352 shares of common stock in
exchange for the previously issued 100,000 shares to the Company's founders in

connection with the merger with Prohealth Medical Technologies, Inc (see Note
B) .
In October, 2002 the Company canceled 100,000 shares of common stock issued to

the Company's founders.

100,000

1,125,000

1,125,000
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In October 2002 the Company issued 602,000 shares of common stock in exchange
for services valued at $ 0.065 per share. In accordance with EITF 96-18 the
measurement date to determine fair value was in October 2002. This was the date
at which a commitment for performance by the counter party to earn the equity
instrument was reached. The Company valued the shares issued at approximately
$0.065 per share, which presents the fair value of the services received which
did not differ materially from the value of the stock issued.

In November and December 2002, the Company issued 876,000 shares of common stock
in exchange for subscription at $ 0.065 per share. In accordance with EITF 96-18
the measurement date to determine fair value was in October 2002. This was the
date at which a commitment for performance by the counter party to earn the
equity instrument was reached. The Company valued the shares issued at
approximately $0.065 per share, which presents the fair value of the services
received which did not differ materially from the value of the stock issued.

In January 2003, the Company canceled 836,000 shares of common stock previously
issued in exchange for consulting services.

In January 2003, the Company issued 1,500,000 shares of common stock in exchange
for a licensing agreement (see Note H). The Company valued the shares issued at
approximately $ .065 per share, which represents the fair value of the license
received which did not differ materially from the value of the stock issued. The
Company charged the cost of the license to operations.

In January 2003, the Company issued 586,250 shares of common stock in exchange
for consulting services. In accordance with EITF 96-18 the measurement date to
determine fair wvalue was in October 2002. This was the date at which a

commitment for performance Dby the counter party to earn the equity instrument
was reached. The Company valued the shares issued at approximately $0.13 per
share, which presents the fair value of the services received which did not
differ materially from the value of the stock issued.

In February 2003, the Company issued 9,000 shares of common stock in exchange
for consulting services. In accordance with EITF 96-18 the measurement date to
determine fair wvalue was in October 2002. This was the date at which a

commitment for performance Dby the counter party to earn the equity instrument
was reached. The Company valued the shares issued at approximately $0.065 per
share, which ©presents the fair value of the services received which did not
differ materially from the value of the stock issued.
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APPLIED DNA SCIENCES, INC.
(A Development Stage Company)
NOTES TO CONDENSED CONSOLIDATED FINANCIAL INFORMATION
DECEMBER 31, 2004
(UNAUDITED)

NOTE D - CAPITAL STOCK (continued)

In March 2003, the Company issued 10,140,000 shares of common stock to Company's
founders in exchange for services. In accordance with EITF 96-18 the measurement
date to determine fair value was in September 2002. This was the date at which a
commitment for performance Dby the counter party to earn the equity instrument
was reached. The Company valued the shares issued at approximately $0.0001 per
share, which presents the fair value of the services received which did not
differ materially from the value of the stock issued.

In March 2003, the Company issued 91,060 shares of common stock in exchange for
consulting services. The Company valued the shares issued at approximately $2.53
per share, which represents the fair value of the services received which did
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not differ materially from the value of the stock issued.

In March 2003, the Company issued 6,000 shares of common stock in exchange for
consulting services. The Company valued the shares issued at approximately $
0.065 per share, which represents the fair value of the services received which
did not differ materially from the value of the stock issued.

In March 2003, the Company received subscription for 18,000 shares of common
stock in exchange for cash at $1 per share.

On April 1, 2003, the Company issued 860,000 shares of common stock in exchange
for consulting services provided to the Company. In accordance with EITF 96-18
the measurement date to determine fair value was in October 2002. This was the
date at which a commitment for performance by the counter party to earn the
equity instrument was reached. The Company valued the shares issued at
approximately $0.065 per share, which presents the fair value of the services
received which did not differ materially from the value of the stock issued.

On April 9, 2003, the Company issued 18,000 shares of common stock in exchange
for previously issued options to purchase the Company's common stock at $1.00
per share.

On April 9, 2003, the Company issued 9,000 shares of common stock in exchange
for consulting services provided to the Company. In accordance with EITF 96-18
the measurement date to determine fair value was in October 2002. This was the
date at which a commitment for performance by the counter party to earn the
equity instrument was reached. The Company valued the shares issued at
approximately $0.065 per share, which presents the fair value of the services
received which did not differ materially from the value of the stock issued.

On April 23, 2003, the Company issued 5,000 shares of common stock in exchange
for consulting services provided to the Company. The Company valued the shares
issued at approximately $2.50 per share, which represents the fair value of the
services received which did not differ materially from the value of the stock
issued.

On June 12, 2003, the Company issued 10,000 shares common stock in exchange for
consulting services provided to the Company. The Company valued the shares
issued at approximately $ 2.50 per share, which represents the fair value of the
services received which did not differ materially from the value of the stock
issued.

On June 17 2003, the Company issued 50,000 shares of common stock in exchange
for cash at $1.00 per share

On June 30, 2003, the Company issued 270,000 shares of common stock in exchange
for consulting services provided to the Company. In accordance with EITF 96-18
the measurement date to determine fair value was in October 2002. This was the
date at which a commitment for performance by the counter party to earn the
equity instrument was reached. The Company valued the shares issued at
approximately $0.065 per share, which presents the fair value of the services
received which did not differ materially from the value of the stock issued.

21

APPLIED DNA SCIENCES, INC.
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL INFORMATION
DECEMBER 31, 2004
(UNAUDITED)

NOTE D - CAPITAL STOCK (continued)
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On June 30, 2003, the Company received $10,000 as subscription for options to
purchase the Company's common stock at $1.00 per share.

In June, 2003, the Company received $48,000 in connection with a subscription to
purchase the Company's common stock pursuant to a private placement.

In connection with the Company's acquisition of ProHealth, the controlling owner
of ProHealth granted the Company an option to acquire up to 8,500,000 shares of
the Company's common stock in exchange for $100,000 (see Note B). The option
expires on December 10, 2004. On June 30, 2003, the Company exercised its option
and acquired 7,500,000 common shares under this agreement in exchange for an
$88, 500 convertible promissory note payable to the former controlling owner. The
Company has an option through December 10, 2004 to acquire the remaining
1,000,000 shares from the former controlling owner in exchange for $11,500. On
June 30, 2003, the Company retired the 7,500,000 shares common acquired pursuant
to the option agreement.

In July 2003 the Company issued 213,060 shares of common stock for consulting
services provided to the Company. The Company valued the shares issued at
approximately $ 2.01 per share, which represents the fair value of the services
received which did not differ materially from the value of the stock issued.

In July 2003, the Company canceled 24,000 shares of common stock, previously
issued for services valued at $2.50 per share.

In July 2003, the Company received $20,000 in exchange for previously issued
options to purchase the Company's common stock at $1.00 per share.

In July 2003, the Company issued 10,000 shares of common stock for cash
previously subscribed at $1.00 per share.

In August 2003, the Company issued 172,500 shares of common stock in exchange
for consulting services provided to the Company. The Company valued the shares
issued at approximately $ 2.38 per share, which represents the fair value of the
services received which did not differ materially from the value of the stock
issued

In August 2003, the Company received $29,000 in exchange for previously 1issued
options to purchase the Company's common stock at $1.00 per share.

In September 2003, the Company issued 395,260 shares of common stock in exchange
for consulting services provided to the Company. The Company valued the shares
issued at approximately $ 2.42 per share, which represents the fair value of the
services received which did not differ materially from the value of the stock
issued.

In September 2003, the Company issued 19,200 shares of common stock for cash
previously subscribed at $2.50 per share.

In September 2003, the Company issued 6,400 shares of common stock issued in
exchange for cash at $2.50 per share pursuant to private placement.

In September 2003, the Company received $95,000 in exchange for previously
issued options to purchase the Company's common stock at $1.00 per share.

In September 2003, the Company received $300,000 in connection with a

7subscription to purchase the Company's common stock pursuant to a private
placement.
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APPLIED DNA SCIENCES, INC.
(A Development Stage Company)
NOTES TO CONDENSED CONSOLIDATED FINANCIAL INFORMATION
DECEMBER 31, 2004
(UNAUDITED)

NOTE D - CAPITAL STOCK (continued)

The Company valued the shares issued for consulting services at the rate which
represents the fair wvalue of the services received which did not differ
materially from the value of the stock issued.

In October 2003, the Company issued 15,000 shares of convertible preferred stock
in exchange for services. The Company valued the shares issued at the $15 par
value and recorded the value for services when the shares were converted into
common shares as identified below.

In October 2003, the Company issued 287,439 shares of common stock in exchange
for consulting services. The Company valued the shares issued at approximately
$2.85 per share for a total of $820,418, which represents the fair value of the
services received which did not differ materially from the value of the stock
issued.

In October 2003, the Company issued 120,000 shares of common stock for shares
previously subscribed at $2.50 per share in September 2003.

In October 2003, the Company canceled 100,000 shares of common stock previously
issued in exchange for services at $2.50 per share.

In November 2003, the Company issued 100,000 shares of common stock in exchange
for consulting services. The Company valued the shares issued at approximately
$3.00 per share, which represents the fair value of the services received which
did not differ materially from the value of the stock issued.

In November 2003, the Company sold 100,000 shares of common stock subscribed for
cash at $2.50 per share pursuant to private placement.

In December 2003, the Company sold 6,400 shares of common stock subscribed for
cash at $2.50 per share pursuant to private placement.

In December 2003, the Company issued 2,125,500 shares of common stock in
exchange for consulting services. . The Company valued the shares issued at
approximately $2.59 per share, which represents the fair value of the services
received which did not differ materially from the value of the stock issued.

In December 2003, the Company received $104,000 in exchange for a common stock
subscription at $2.50 per share pursuant to private placement.

In January 2004, the Company issued 41,600 shares of common stock at $2.50 share
pursuant to a subscription made on December 2003.

In January 2004, the Company issued 13,040 shares of common stock at $2.95 per
share in exchange for consulting services valued at $38,468.

In January 2004, the Company issued 123,000 shares of common stock at $2.60 per
share in exchange for consulting services valued at $319,800.

In January 2004, the Company issued 1,000 shares of common stock at $3.05 per
share in exchange for consulting services valued at $3,050.

In February 2004, the Company issued 6,283 shares of common stock at $3.07 per
share in exchange for employee services valued at $19,288.
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In March 2004, the Company issued 44,740 shares of common stock at $3.04 per
share in exchange for consulting services valued at $136,010.
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(A Development Stage Company)
NOTES TO CONDENSED CONSOLIDATED FINANCIAL INFORMATION
DECEMBER 31, 2004
(UNAUDITED)

NOTE D - CAPITAL STOCK (continued)

In March 2004, the Company issued 55,000 of common stock for options exercised
at $1.00 per share.

In March 2004, the Company issued 5,443 shares of common stock at $3.00 per
share in exchange for employee services valued at $16,344.

In March 2004, the Company issued 5,769 shares of common stock at $3.15 per
share in exchange for employee services valued at $18,177.

In March 2004, the Company converted 5,000 preferred shares into 125,000 shares
of common stock at $3.00 per share in exchange for employee services valued at
$375,000.

In March 2004, the Company issued 8,806 shares of common stock at $3.03 per
share in exchange for employee services valued at $26,639.

In April 2004, the Company issued 22,500 shares of common stock at $0.10 for
subscription of warrants to be exercised.

In April 2004, the Company issued 9,860 shares of common stock at $2.58 per
share in exchange for employee services valued at $25,441.

In April 2004, the Company issued 11,712 shares of common stock at $2.35 per
share in exchange for consulting services valued at $27,523.

In April 2004, the Company issued 367,500 shares of common stock at $1.50 per
share in exchange for consulting services valued at $551,250.

In April 2004, the Company retired 50,000 shares of common stock previously
issued for consulting services at $0.065 per share or $3,250.

In May 2004, the Company converted 4,000 preferred shares into 100,000 shares of
common stock at $1.01 per share in exchange for consulting services valued at

$101,250.

In May 2004, the Company issued 10,000 shares of common stock at $0.10 per share
in a stock subscription for $1,000.

In May 2004, the Company issued 137,000 shares of common stock at $0.86 per
share in exchange for consulting services valued at $119,233.

In May 2004, the Company issued 26,380 shares of common stock at $1.15 per share
in exchange for consulting services valued at $30,337.

In June 2004, the Company retired 5,000 shares of common stock previously issued
for consulting services at $0.065 per share or $325.

In June 2004, the Company issued 270,500 shares of common stock at $0.67 per
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share in exchange for consulting services valued at $180,560.

In June 2004, the Company issued 8,000 shares of common stock at $0.89 per share
in exchange for consulting services valued at $7,120.

In June 2004, the Company issued 50,000 shares of common stock at $0.645 per
share in exchange for consulting services valued at $32,250.

In June 2004, the Company sold 250,000 shares of common stock at $1.00 per share
for total proceeds of $250,000 pursuant to private placement.
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NOTE D - CAPITAL STOCK (continued)

In July 2004, the Company issued 100,000 shares of common stock at $0.54 per
share in exchange for consulting services valued at $54,000.

In July 2004, the Company issued 5,000 shares of common stock at $0.72 per share
in exchange for consulting services valued at $3,600.

In July 2004, the Company issued 100,000 shares of common stock at $0.47 per
share in exchange for consulting services valued at $47,250.

In August 2004, the Company converted 2,000 preferred shares into 50,000 shares
of common stock at $0.39 in exchange for consulting services valued at $19,500.

In August 2004, the Company issued 100,000 shares of common stock at $0.39 in
exchange for consulting services valued at $39,000.

In August 2004, the Company issued 100,000 shares of common stock at $0.50 in
exchange for consulting services valued at $50,250.

In August 2004, the Company issued 200,000 shares of common stock at $0.56 in
exchange for consulting services valued at $112,500.

In September 2004, the Company issued 1,000,000 shares of common stock at $0.52
in exchange for consulting services valued at $517,500.

In September 2004, the Company issued 45,000 shares of common stock at $0.50 in
exchange for consulting services valued at $22,288.

In September 2004, the Company converted 4,000 preferred shares into 100,000
shares of common stock at $0.41 in exchange for consulting services valued at
$54,000.

In September 2004, the Company issued 60,000 convertible preferred shares at
$25.00, in exchange for consulting services valued at $1,500,000.

In October 2004, the Company issued 200,000 shares of common stock in exchange
for consulting services. The Company valued the shares issued at approximately
$0.68 per share for a total of $136,000, which represents the fair value of the
services received which did not differ materially from the value of the stock
issued.
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In October 2004, shareholders returned 1,069,600 shares to treasury issued
earlier in exchange for services valued at $642,0098.

In October 2004, the Company issued 82,500 shares of common stock in exchange
for consulting services. The Company valued the shares issued at approximately
$0.60 per share for a total of $49,500, which represents the fair value of the
services received which did not differ materially from the value of the stock
issued.

In October 2004, the Company sold 500,000 shares of common stock subscribed for
cash at $0.60 per share pursuant to private placement.

In October 2004, the Company issued 532,500 shares of common stock to existing
noteholders. The Company valued the shares issued at approximately $0.50 per
share for a total of $266,250.
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NOTE D - CAPITAL STOCK (continued)

In October 2004, the Company sold 500,000 shares of common stock subscribed for
cash at $0.50 per share pursuant to private placement.

In October 2004, the Company sold 1,000,000 shares of common stock subscribed
for cash at $0.45 per share pursuant to private placement.

In October 2004, the Company issued 315,000 shares of common stock in exchange
for consulting services. The Compan