
Giggles N' Hugs, Inc.
Form 10-K
April 15, 2011

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

Form 10-K

x ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

For the fiscal year ended December 31, 2010

¨ TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF
1934

Commission file number 000-53948

GIGGLES N’ HUGS, INC.
(Exact name of registrant as specified in its charter)

Nevada 20-1681362
(State or other jurisdiction of
incorporation or organization)

(I.R.S. Employer
Identification No.)

1000 N. Green Valley Parkway, Suite 440-484,
Henderson, NV

89074

(Address of principal executive offices) (Zip Code)

Registrant's telephone number, including area code: (702) 879-8565

Copies of Communications to:
Stoecklein Law Group
402 West Broadway

Suite 690
San Diego, CA 92101

(619) 704-1310
Fax (619) 704-1325

Securities registered pursuant to Section 12(b) of the Act:  None

Securities registered pursuant to Section 12(g) of the Act:

Common Stock, $0.001 par value
(Title of class)

Edgar Filing: Giggles N' Hugs, Inc. - Form 10-K

1



Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act.
Yes ¨    No x

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the
Act.

Yes ¨    No x
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Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days.

Yes x    No ¨

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Website, if any,
every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§232.405 of
this chapter) during the preceding 12 months (or for such shorter period that the registrant was required to submit and
post such files).

Yes ¨    No ¨

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K (§229.405) is not
contained herein, and will not be contained, to the best of registrant's knowledge, in definitive proxy or information
statements incorporated by reference in Part III of this Form 10-K or any amendment to this Form 10-K.

¨

Indicate by check mark whether the registrant a large accelerated filer, an accelerated filer, a non-accelerated filer, or a
small reporting company. See the definitions of "large accelerated filer," "accelerated filer" and "small reporting
company" in Rule 12b-2 of the Exchange Act.

Large accelerated filer  ¨ Accelerated filer  ¨

Non-accelerated filer  ¨ (Do not check if a smaller reporting
company)

Smaller reporting company  x

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Act).
Yes x    No ¨

The aggregate market value of the voting and non-voting common equity held by non-affiliates computed by
reference to the price at which the common equity was last sold, or the average bid and asked price of such common
equity, as of June 30, 2010 (the last business day of the registrant's most recently completed second fiscal quarter) was
$70,235 based on a share value of $0.01.

The number of shares of Common Stock, $0.001 par value, outstanding on March 30, 2011 was 52,023,500 shares.

DOCUMENTS INCORPORATED BY REFERENCE: None.
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FORWARD-LOOKING STATEMENTS

This document contains “forward-looking statements”.  All statements other than statements of historical fact are
“forward-looking statements” for purposes of federal and state securities laws, including, but not limited to, any
projections of earnings, revenue or other financial items; any statements of the plans, strategies and objections of
management for future operations; any statements concerning proposed new services or developments; any statements
regarding future economic conditions or performance; any statements or belief; and any statements of assumptions
underlying any of the foregoing.

Forward-looking statements may include the words “may,” “could,” “estimate,” “intend,” “continue,” “believe,” “expect” or
“anticipate” or other similar words.  These forward-looking statements present our estimates and assumptions only as of
the date of this report.  Accordingly, readers are cautioned not to place undue reliance on forward-looking statements,
which speak only as of the dates on which they are made.  Except for our ongoing securities laws, we do not intend,
and undertake no obligation, to update any forward-looking statement.  You should, however, consult further
disclosures we make in future filings of our Annual Report on Form 10-K, Quarterly Reports on Form 10-Q and
Current Reports on Form 8-K.

Although we believe the expectations reflected in any of our forward-looking statements are reasonable, actual results
could differ materially from those projected or assumed in any of our forward-looking statements.  Our future
financial condition and results of operations, as well as any forward-looking statements, are subject to change and
inherent risks and uncertainties.  The factors impacting these risks and uncertainties include, but are not limited to:

•  our ability to diversify our operations;
•  inability to raise additional financing for working capital;

•  the fact that our accounting policies and methods are fundamental to how we report our financial condition and
results of operations, and they may require our management to make estimates about matters that are inherently
uncertain;

•  our ability to attract key personnel;
•  our ability to operate profitably;

•  our ability to complete the acquisition of GNH, Inc.;
•  our ability, assuming we complete the GNH, Inc. transaction, to incorporate the GNH, Inc. assets into our
operations;

•  our ability to generate sufficient funds to operate the GNH, Inc. operations, upon completion of our acquisition;
•  deterioration in general or regional economic conditions;

•  adverse state or federal legislation or regulation that increases the costs of compliance, or adverse findings by a
regulator with respect to existing operations;

•  changes in U.S. GAAP or in the legal, regulatory and legislative environments in the markets in which we operate;
•  the inability of management to effectively implement our strategies and business plan;

•  inability to achieve future sales levels or other operating results;
•  the unavailability of funds for capital expenditures;
•  other risks and uncertainties detailed in this report;
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as well as other statements regarding our future operations, financial condition and prospects, and business
strategies.  These forward-looking statements are subject to certain risks and uncertainties that could cause our actual
results to differ materially from those reflected in the forward-looking statements.  Factors that could cause or
contribute to such differences include, but are not limited to, those discussed in this Annual Report on Form 10-K, and
in particular, the risks discussed under the heading “Risk Factors” in Part I, Item 1A and those discussed in other
documents we file with the Securities and Exchange Commission.  We undertake no obligation to revise or publicly
release the results of any revision to these forward-looking statements.  Given these risks and uncertainties, readers are
cautioned not to place undue reliance on such forward-looking statements.

PART I

ITEM 1.                      BUSINESS

References in the following discussion and throughout this annual report to “we”, “our”, “us”, “the Company”, “GIGL”, “Giggles”,
and similar terms refer to the Registrant, Giggles N’ Hugs, Inc. unless otherwise stated or the context otherwise
requires.

Business Development

Giggles N’ Hugs, Inc. is a development stage company incorporated in the state of Nevada in September of 2004. On
August 20, 2010, we changed our name from Teacher’s Pet, Inc. to Giggles N’ Hugs, Inc. 

Our prior stated business objective was to sell products and provide services to assist teachers and parents further the
education of children aged between kindergarten through sixth grade.  As of the date of this annual report, we
generated minimal revenues from that line of business.  Due to our lack of sufficient financial resources and inability
to establish our educational supply business, we sought business opportunities with established companies and
financing from third party sources.  In August, 2010, we identified an opportunity to enter into a relationship with a
child-friendly restaurant in the Brentwood region of Los Angeles, California.

On September 23, 2010, we entered into a reverse triangular merger by and among Giggles ‘N’ Hugs Sub Co., a
Nevada corporation and wholly owned subsidiary of the Company, and GNH, Inc. (“GNH”), a Nevada corporation,
SUB CO and GNH being the constituent entities in the merger, whereby we intend to issue 14,000,000 shares of its
common stock in exchange for 100% of GNH’s outstanding common stock.  Pursuant to the terms of the merger, SUB
CO will be merged with GNH wherein SUB CO shall cease to exist and GNH will become a wholly owned subsidiary
of the Company.  The Merger was anticipated to become effective on March 31, 2011. On March 31, 2011, the parties
had not completed all of the conditions to the merger and decided to extend the effective date to a later date in order to
complete all the terms and conditions of the merger.

The Merger Agreement contains normal conditions to closing, including requiring the audited financial statements of
GNH.  Additionally, the Merger Agreement sets forth conditions that we shall have obtained a cancellation of
45,000,000 shares of common stock held by our majority shareholder.

The Merger with GNH, upon closing, will provide us with the ownership of 100% of Giggles ‘N’ Hugs, LLC, which
owns the Giggles ‘N’ Hugs Restaurants.  
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OUR BUSINESS

Our products

We are in the business of selling educational materials, such as curriculum-based books, workbooks and other support
materials, as well as educational computer software programs.  Our target market consists primarily of elementary
schools and teachers of grades kindergarten through sixth initially in the Phoenix, Arizona and Las Vegas, Nevada
metropolitan areas.  We also believe that parents who home-school their children may also be attracted to our
proposed products.  We believe that children may benefit from being exposed to educational stimuli at an early age
outside the classroom environment.

It is our desire to provide teachers with the tools to create an effective classroom environment.  We understand that a
teacher's time is his or her most precious commodity.  Even the simplest classroom management tasks can be
time-consuming.  Every minute spent on block-printing desktop name tags, composing welcome letters, writing
behavior reports, devising and constructing activities, drawing diagrams, or creating any of the other forms, letters and
work sheets teachers use every day is a minute lost to content-based planning and preparation.  This lost time equates
to less focused instruction for children and potentially lower academic achievement.

Our business is concentrated in the educational products industry, which consists of educational school supplies and
equipment for school and classroom use.  We intend to offer a broad assortment of third-party developed products
from publishers and manufacturers.  These products will allow us to reach teachers and other education professionals
looking for a diverse range of products to fulfill the educational needs of the children in their classroom and include,
but are not limited to, the following:

1. Chapter books,

2. Educational videos,

3. Curriculum outlines,

4. Lesson planning guides and

5. Classroom management tools.

We do not manufacture, publish or otherwise produce any item.  Instead, we purchase these items from outside
sources.  We have identified and begun to contact potential suppliers and manufacturers, including Carson Dellosa
Publishing, Incentive Publications and Teacher Created Materials.  

Distribution Methods of Our Products

Our sales efforts are currently focused on establishing direct contact with educators and school administrators in the
Las Vegas, Nevada and Phoenix, Arizona metropolitan areas.  Lists of schools are readily available either on the
Internet or in telephone books, which used to compile a database of potential marketing opportunities.  Our direct
sales methods encompass telephone contact and face-to-face visits by our sole officer and director.  When we are
required to fulfill customer orders, we will use general parcel services such as United Parcel Service, DHL and
Federal Express.
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Industry Background and Competition

The demand for educational products is fundamentally driven by the size of the preschool and elementary school-age
population and levels of student enrollment.  According to the U.S. Department of Education, the preprimary
school-age population (consisting of children ages three to five) is expected to be approximately 11.6 million by 2007
and the elementary school-age population (consisting of children ages five to thirteen) is expected to be approximately
35.2 million that same year.  We believe that, given the size of the preschool and elementary school-age populations
and levels of student enrollment, the educational products industry will continue to experience significant demand in
coming years.

The educational products industry is also dependent on the number of schools and teachers educating the preschool
and elementary school-age populations.  According to the U.S. Department of Education, in 2000, there were
approximately 16,000 school districts, 92,000 elementary schools and 3.3 million elementary school teachers in the
United States.  Because the population of children is expected to remain high, we believe that these figures will not
significantly decrease in the near future, and may increase as education professionals, school administrators and
parents demand that classroom size be decreased in order for children to learn more effectively.

Academic research continues to highlight the importance of learning in the early age groups, i.e. ages one through
seven, and the media is increasingly focusing on the importance of parental involvement during this critical stage of
growth and brain development.  We believe that parents are taking on an increasingly significant role in setting
educational standards for their children's development.  In their efforts to help their children learn, improve their
children's standardized test scores and make learning fun, parents are increasingly selecting and purchasing a wide
variety of educational products for their children to use at home.  With thousands of educational products to choose
from and few reliable sources of information, parents are faced with the challenge of finding quality educational
products and selecting the right products for their children.

The market for educational supplies is very competitive, highly fragmented and is characterized by pricing pressures,
brand awareness and recognition, as well as convenience, reliability and accessibility.  Most of our competition exists
on a local or regional basis, or are dedicated exclusively to operating via the Internet.  We compete with many online
and physical retailers, which can be divided into several groups:

1. Traditional store-based teacher’s supply stores,

2. On-line only retailers,

3. On-line efforts of traditional store-based retailers and

4. Catalog retailers of educational materials.
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We are a development stage company without a base of operations and lacking an ability to generate sales.  As such,
our competitive position is unfavorable in the general marketplace.  Unless we begin to generate revenues, we will not
be able to maintain our operations.  Significantly all of our current and potential traditional competitors have longer
operating histories, larger customer or user bases, greater brand recognition and significantly greater financial,
marketing and other resources than we do.  Our competitors may be able to secure products from vendors on more
favorable terms, fulfill customer orders more efficiently and adopt more aggressive pricing or inventory availability
policies than we can.  Many of these current and potential competitors can devote substantially more resources to
advertising and marketing campaigns than we will be able to.

Number of total employees

We are currently in the development stage.  During the development stage, we plan to rely exclusively on the services
of our two officers and two directors.  There are no other full- or part-time employees.

Available Information

Our periodic reports filed with the SEC, which include Form 10-K, Form 10-Q, Form 8-K and amendments thereto,
may be accessed by the public free of charge from the SEC. Electronic copies of these reports can be accessed at the
SEC’s website (http://www.sec.gov). Copies of these reports may also be obtained, free of charge, upon written request
to: Giggles N’ Hugs, Inc. 1000 North Green Valley Parkway, Suite 440-484, Henderson, Nevada 89074, Attn:
Corporate Secretary. The public may read or obtain copies of these reports from the SEC at the SEC’s Public
Reference Room at 450 Fifth Street N.W., Washington, D.C. 20549 (1-800-SEC-0330).

ITEM 1A.                      RISK FACTORS

In the normal course of business, our financial position will routinely be subjected to a variety of risks, including
market risks associated with marketing, technology developments, competitive forces, and government regulatory
actions. You should carefully consider the risks and uncertainties described in the sections below. Our actual results
could differ materially from projected results due to some or all of the factors discussed below.

We have a limited operating history for you to evaluate our business.

We have been engaged in the business of selling educational supplies for only a short amount of time, and have
incurred losses since our inception.  As a company with limited operating history, it is difficult for potential investors
to evaluate our business.  Our proposed operations are therefore subject to all of the risks inherent in light of the
expenses, difficulties, complications and delays frequently encountered in connection with the formation of any new
business, as well as those risks that are specific to our industry.  Investors should evaluate us in light of the delays,
expenses, problems and uncertainties frequently encountered by companies developing markets for new products and
services.  We may never overcome these obstacles.
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We may not consummate our merger with Giggles ‘N’ Hugs.

We have entered into a merger agreement to acquire the ownership of a restaurant in Brentwood, California and
another restaurant under construction in Century City, California.  This merger is contingent upon certain terms and
conditions, such as obtaining audited financial statements of the target entity and there can be no assurance the terms
and conditions of the agreement can be satisfied.  In the event the merger with Giggles ‘N’ Hugs is unsuccessful, we
have no other viable alternatives.

Even if we complete our merger with Giggles ‘N’ Hugs, we may not be able to successfully manage its operations.

We have entered into a merger agreement with Giggles ‘N’ Hugs, an operator of child-friendly restaurants in the Los
Angeles, California metropolitan area.  Even if all terms and conditions of the merger agreement are satisfied and the
merger is successfully completed, we will be required to assume the operational responsibilities for the
restaurants.  There can be no assurance that we will successfully transition ownership, responsibilities, contractual
obligations or business strategies and failure to do so would impair operations.

If we are unable to continue as a going concern, investors may face a complete loss of their investment.

We have yet to commence our planned operations.  As of the date of this report, we have had only limited start-up
operations and generated no revenues.  Taking these facts into account, our independent registered public accounting
firm has expressed substantial doubt about our ability to continue as a going concern in the independent registered
public accounting firm’s report to the financial statements included in our annual report.  If our business fails, the
investors in this offering may face a complete loss of their investment.

Giggles ‘N’ Hugs may not be able to attain profitability without additional funding, which may be unavailable.

We have limited capital resources.  To date, we have generated minimal cash from our operations.  Unless we begin to
generate sufficient revenues from our proposed business objective of selling teacher’s supplies to finance operations as
a going concern, we may experience liquidity and solvency problems.  Such liquidity and solvency problems may
force us to go out of business if additional financing is not available.  We intend to raise additional capital through
offerings and sales of equity or debt securities.  In the event we are unable to raise sufficient funds, we will be forced
to go out of business and will be forced to liquidate.  A possibility of such outcome presents a risk of complete loss of
investment in our common stock.

We may be unable to generate sales without sales, marketing or distribution capabilities.

We have not commenced our planned business of selling educational supplies to teachers and schools and do not have
any sales, marketing or distribution capabilities.  We cannot guarantee that we will be able to develop a sales and
marketing plan or to develop an effective chain of distribution.  In the event we are unable to successfully implement
these objectives, we may be unable to generate sales and operate as a going concern.
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Our management team does not have extensive experience in public company matters, which could impair our ability
to comply with legal and regulatory requirements.

Our management team has had limited public company management experience or responsibilities.  This could impair
our ability to comply with legal and regulatory requirements such as the Sarbanes-Oxley Act of 2002 and applicable
federal securities laws including filing required reports and other information required on a timely basis.  There can be
no assurance that our management will be able to implement and affect programs and policies in an effective and
timely manner that adequately respond to increased legal, regulatory compliance and reporting requirements imposed
by such laws and regulations.  Our failure to comply with such laws and regulations could lead to the imposition of
fines and penalties and further result in the deterioration of our business.

Our current management has limited experience in the restaurant industry and may be unable to manage the Giggles ‘N’
Hugs restaurants.

Our current officers have no specific experience in the restaurant business.  Because of that, we may face additional
risks and challenges, for which we have no ability to forecast.  There can be no assurance that our current management
will produce successful operations and we are significantly dependent upon our ability to locate, attract and hire
experienced personnel.  In the event we are unable to do so, we may be unable to manage the operations of Giggles ‘N’
Hugs restaurants, assuming the consummation of the Merger.

Our corporate governance measures may be inadequate in qualifying in under the requirements of national securities
exchanges.

Federal legislation, including the Sarbanes-Oxley Act of 2002, has resulted in the adoption of various corporate
governance measures designed to promote the integrity of the corporate management and the securities markets. Some
of these measures have been adopted in response to legal requirements. Others have been adopted by companies in
response to the requirements of national securities exchanges, such as the NYSE, or the Nasdaq Stock Market, on
which their securities are listed. Among the corporate governance measures that are required under the rules of
national securities exchanges and Nasdaq are those that address board of directors’ independence, audit committee
oversight, and the adoption of a code of ethics.
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We have not yet adopted any of these other corporate governance measures and, since our securities are not yet listed
on a national securities exchange or Nasdaq, we are not required to do so. We have not adopted corporate governance
measures such as an audit or other independent committees of our board of directors as we presently have only two
directors. We expect to expand our board membership in future periods to include independent directors, and we
expect to establish an audit and other committees of our board of directors. It is possible that if we were to adopt some
or all of these corporate governance measures, stockholders would benefit from somewhat greater assurances that
internal corporate decisions were being made by disinterested directors and that policies had been implemented to
define responsible conduct. For example, in the absence of audit, nominating and compensation committees
comprised of at least a majority of independent directors, decisions concerning matters such as compensation
packages to our senior officers and recommendations for director nominees are made by a majority of directors who
have an interest in the outcome of the matters being decided. Prospective investors should consider our current lack of
corporate governance measures in making their investment decisions.

Because our common stock could fall under $5.00 per share, it could be deemed a low-priced “Penny” stock, an
investment in our common stock should be considered high risk and subject to marketability restrictions.

Since our common stock could fall under $5.00 per share, it could be considered a penny stock, as defined in Rule
3a51-1 under the Securities Exchange Act, it will be more difficult for investors to liquidate their investment even if
and when a market develops for the common stock. If the trading price of the common stock falls below $5.00 per
share, if ever, trading in the common stock is subject to the penny stock rules of the Securities Exchange Act specified
in rules 15g-1 through 15g-10. Those rules require broker-dealers, before effecting transactions in any penny stock, to:

•  Deliver to the customer, and obtain a written receipt for, a disclosure document;
•  Disclose certain price information about the stock;

•  Disclose the amount of compensation received by the broker-dealer or any associated person of the broker-dealer;
•  Send monthly statements to customers with market and price information about the penny stock; and

•  In some circumstances, approve the purchaser’s account under certain standards and deliver written statements to the
customer with information specified in the rules.

Consequently, the penny stock rules may restrict the ability or willingness of broker-dealers to sell the common stock
and may affect the ability of holders to sell their common stock in the secondary market and the price at which such
holders can sell any such securities. These additional procedures could also limit our ability to raise additional capital
in the future.

If we fail to remain current on our reporting requirements with the SEC, we could be removed from the OTC Bulletin
Board, which would limit the ability of broker-dealers to sell our securities and the ability of stockholders to sell their
securities in the secondary market.
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Companies trading on the OTC Bulletin Board, such as us, generally must be reporting issuers under Section 12 of the
Securities Exchange Act of 1934, as amended, and must be current in their reports under Section 13, in order to
maintain price quotation privileges on the OTC Bulletin Board.  More specifically, FINRA has enacted Rule 6530,
which determines eligibility of issuers quoted on the OTC Bulletin Board by requiring an issuer to be current in its
filings with the Commission.  Pursuant to Rule 6530(e), if we file our reports late with the Commission three times in
a two-year period or our securities are removed from the OTC Bulletin Board for failure to timely file twice in a
two-year period, then we will be ineligible for quotation on the OTC Bulletin Board.  As a result, the market liquidity
for our securities could be severely adversely affected by limiting the ability of broker-dealers to sell our securities
and the ability of stockholders to sell their securities in the secondary market.  As of the date of this filing, we have no
late filings reported by FINRA.

ITEM 1B.                      UNRESOLVED STAFF COMMENTS

None.

ITEM 2.                      PROPERTIES

We have no monthly rent, nor do we accrue any expense for monthly rent. Mrs. Hadama, our president/treasurer and
director, provides us with office space in which we conduct business on our behalf.  Mrs. Hadama does not receive
any remuneration for the use of this facility or time spent on behalf of us.

As a result of our method of operations and business plan we do not require personnel other than our current officers
and directors to conduct our business. In the future we anticipate requiring additional office space and additional
personnel; however, it is unknown at this time how much space or how many individuals will be required.

ITEM 3.                      LEGAL PROCEEDINGS

We are not a party to any material legal proceedings.

PART II

ITEM
5.

MARKET FOR COMMON EQUITY AND RELATED STOCKHOLDER MATTERS AND SMALL
BUSINESS ISSUER PURCHASE OF EQUITY SECURITIES

Market Information

Our common stock is quoted on the Over-the-Counter Bulletin Board (OTCBB) under the symbol “GIGL.”

Historically, there has not been an active trading market for our common stock. We have been eligible to participate in
the OTCBB since May 24, 2010 and from that time our common stock has traded on a very sporadic basis.
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The following table sets forth, for the periods indicated, the high and low bid prices of our common stock as reported
by a Quarterly Trade and Quote Summary Report of the OTCBB. These quotations reflect inter-dealer prices, without
retail mark-up, markdown or commission, and may not necessarily represent actual transactions.

2010
BID PRICES

High Low
1st Quarter $  0 $ 0
2nd Quarter $ 0 $ 0
3rd Quarter $ 0 $ 0
4th Quarter $ 5.55 $ 0

Holders of Common Stock

As of March 30, 2011, we had approximately 33 stockholders of record of the 52,023,500 shares outstanding.  The
closing bid stock price on March 30, 2011 was $6.58.

Dividends

The payment of dividends is subject to the discretion of our Board of Directors and will depend, among other things,
upon our earnings, our capital requirements, our financial condition, and other relevant factors. We have not paid or
declared any dividends upon our common stock since our inception and, by reason of our present financial status and
our contemplated financial requirements do not anticipate paying any dividends upon our common stock in the
foreseeable future.

We have never declared or paid any cash dividends. We currently do not intend to pay cash dividends in the
foreseeable future on the shares of common stock. We intend to reinvest any earnings in the development and
expansion of our business. Any cash dividends in the future to common stockholders will be payable when, as and if
declared by our Board of Directors, based upon the Board’s assessment of:

•&#
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