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NATIONAL SCIENTIFIC CORPORATION 

 
BALANCE SHEETS 

September 30, 2008 and 2007 
  

    2008   2007   
  (Unaudited)  (Audited)  

ASSETS        
Current Assets:          

Cash and cash equivalents    $ 7,602  $ 85,887  
Trade receivables     101,561    6,216  
Inventory     13,523    22,900  
Other assets      342    68  

Total current assets      123,028    115,071  
              
Property and equipment, net      207    622  
Deposits     2,340    2,340  
Deferred offering costs, net   10,000  14,800 
                

 Total current assets   $ 135,575  $ 132,833  
                

LIABILITIES AND SHAREHOLDERS’ DEFICIT               
Current Liabilities:               

Accounts payable - related party   $ 262  $ 419  
Accounts payable - other     190,312    195,004  
Accrued expenses     1,108,725    883,400  
Due to factors   71,604  2,602 
Notes payable - related party     133,367    161,300  
Notes payable – current portion     35,170    80,875  

Total current liabilities      1,539,440    1,323,600  
                
 Notes payable, less current portion, net of discount and beneficial 
conversion feature of $25,639 at September 30, 2008 and $37,945 at 
September 30, 2007 

  
  149,361    137,055  

Total liabilities     1,688,801    1,460,655  
                
Commitments and contingencies     –    –  
                
Shareholders’  deficit:               

Preferred stock, par value $0.10; 4,000,000 shares authorized, and no 
shares issued and outstanding     –    –  

Common stock, par value $0.01; 187,000,000 shares authorized, and 
shares issued and outstanding 137,276,879 and 121,995,835  at 
September 30, 2008 and 2007, respectively 

  
  1,372,769    1,219,959  

Additional paid-in capital      22,623,307    22,693,696  
Accumulated deficit      (25,549,302)   (25,241,477) 

Total shareholders’ deficit     (1,553,226)   (1,327,822) 
                

Total liabilities and shareholder’s deficit   $ 135,575  $ 132,833  
                

See accompanying notes to 
financial statements, which are an integral part of the financial statements 



���������

NATIONAL SCIENTIFIC CORPORATION 
 

STATEMENTS OF OPERATIONS 
For the Years Ended September 30, 2008 and 2007  

        
    2008   2007   
  (Unaudited)  (Audited)  
            
Revenues    $ 668,796  $ 624,793  
                
Cost of Sales      361,243    317,606  
                
Gross profit      307,553    307,187  
                
Costs and expenses               

Salaries and benefits      263,923    248,659  
Research and development      169,277    169,960  
Stock compensation      22,421    22,371  
Other      198,796    166,134  

                
Total costs and expenses      654,417    607,124  

                
Loss from operations      (346,864)   (299,937) 
                
Other income (expense)               

Other income   133,197  25,740 
Interest expense      (89,358)   (166,725) 

    Amortization of deferred offering costs   (4,800)  (4,800) 
    Impairment of investment     –   – 
      
      39,039   (145,785) 
                
Loss before income taxes     (307,825)   (445,722) 
Income tax expense      –    –  
                
Net loss    $ (307,825) $ (445,722) 
                
Net loss per common share, basic and diluted   $ (0.00) $ (0.00) 
                
Weighted average number of shares outstanding     124,756,702    107,777,861  
                

See accompanying notes to 
financial statements, which are an integral part of the financial statements 
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NATIONAL SCIENTIFIC CORPORATION 

 
STATEMENTS OF CHANGES IN SHAREHOLDERS’ DEFICIT 

For the Years Ended September 30, 2008 and 2007 
 

   Common Stock               

  
  Number of 

Shares  Par Value   

Additional 
Paid-In 
Capital   

Accumulate
d 

Deficit    Total   
                       
Balance at September 30, 2007     121,995,835  $ 1,219,959   $ 22.693,696   $ (25,241,477 ) $ (1,327,822 ) 
                                 
Stock issued for services                                

Price per share                                 
$0.0288      34,722    347     653     –     1,000   
$0.0191      52,356    524     476     –     1,000   

   $0.0160     125,000   1,250   750   –   2,000    
   $0.0145     68,966   689   311   –   1,000   
                 
Stock options granted     –    –     8,322     –     8,322   
                                 
Warrants extended by one year   –    –     9,099     –     9,099  
                 
Stock issued in exchange of accrued 

expenses for:                               
$0.020      5,250,000    52,500     (37,500 )  –     15,000  

$0.005      10,000,000    100,000     (50,000 
)
    –     50,000  

                 

Stock returned to treasury     (250,000 
)
   (2,500 )    (2,500 

)
    –     (5,000 ) 

                                 
Net loss for the year ended September 
30, 2008     –    –     –     (307,825 )   (307,825 ) 
                            
Balance at  September 30, 2008     137,276,879  $ 1,372,769   $ 22,623,307   $ (25,549,302 ) $ (1,553,226 ) 

                                 
 
 

See accompanying notes to 
financial statements, which are an integral part of the financial statements 
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NATIONAL SCIENTIFIC CORPORATION 
 

STATEMENTS OF CHANGES IN SHAREHOLDERS’ DEFICIT 
For the Years Ended September 30, 2007 and 2006 

 
   Common Stock               

  
  Number of 

Shares  Par Value   

Additional 
Paid-In 
Capital   

Accumulated 
Deficit    Total   

                       
Balance at September 30, 2006     99,108,039  $ 991,081   $ 22,405,152   $ (24,795,755 ) $ (1,399,522 ) 
                                 
Stock issued for services                                

Price per share                                 
$0.0385      25,974    260     740     –     1,000   
$0.0254      78,740    787     1,213     –     2,000   

   $0.0288      34,722   347   653   –   1,000    
                 
Stock options granted        –     11,898     –     11,898   
                                 
Warrants extended by one year   –    –     6,473     –     6,473  
                 
Warrants issued with debt     –    –     871     –     871  
                 
Stock issued in exchange of accrued 

expenses for:                               
$0.035      714,286    7,143     17,857     –     25,000  
$0.030      666,667    6,667     13,333     –     20,000  
$0.020     10,134,047    101,340     101,340     –     202,680  
$0.015      700,000    7,000     3,500   –    10,500  

                 
Private placement of stock                                

Shares issued for:                                
$0.02      8,000,000    80,000     80,000     –     160,000   
$0.03      333,360    3,334     6,666     –     10,000   

                                 
Stock issued to settle dispute regarding 

timing of interest payment on note     2,200,000    22,000     44,000     –     66,000   
                                 
Net loss for the year ended September 
30, 2007      –    –     –     (445,722 )   (445,722 ) 
                            
Balance at  September 30, 2007     121,995,835  $ 1,219,959   $ 22,693,696   $ (25,241,477 ) $ (1,327,822 ) 

                                 
 
 

See accompanying notes to 
financial statements, which are an integral part of the financial statements 
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NATIONAL SCIENTIFIC CORPORATION 
 

STATEMENTS OF CASH FLOWS 
For the Years Ended September 30, 2008 and 2007 

 
       

   2008   2007   
  (Unaudited)  (Audited)  
Cash flows from operating activities:            

Net loss   $ (307,825) $ (445,722) 
Adjustments to reconcile net loss to net cash used in operating 

activities:              
Non cash transactions              

Depreciation     415    415    
Stock issued for services     5,000    4,000    
Stock options issued for services   8,322  11,898  
Stock issued to settle a dispute   –  66,000  
Warrant expense    9,099    7,344    
Amortization of  deferred offering costs   4,800  4,800  
Amortization of debt discount   10,320  10,320  
Amortization of beneficial conversion feature   1,986  1,987  
Unclaimed note payable   (43,250)  –  

Changes in assets and liabilities:       
Decrease (increase) in inventory     9,377   (16,880)   
Decrease (increase) in receivables    (95,345)   135,282   
Decrease  (increase) in other assets and deposits    (274)   5,162    
Increase in accounts payable and accrued expenses     280,476    239,380    

Net cash used in operating activities    (116,899)   23,986   
                 
                 
Cash flows from financing activities:              

Increase in notes payable     –    34,025    
Repayment of notes payable     (30,388)   (24,025)   
Net proceeds from factors   69,002  (101,798  
Proceeds from issuance of common stock     –    109,800    

Net cash provided by financing activities     38,614    18,002    
  

Net (decrease) increase in cash and cash equivalents      (78,285)   41,988 
Cash and cash equivalents, beginning of year     85,887    43,899  
                
Cash and cash equivalents, end of year   $ 7,602  $ 85,887  
                
Supplementary Disclosure of Cash Flow Information:             
Cash paid for interest    $ 14,788  $ 33,040  
Non-cash investing and financing activities:             
Conversion of accounts payable and accrued payroll to equity   $ 65,000  $ 258,180  
Conversion of debt to equity   $ –  $ 60,200  
Stock returned to treasury   $ 5,000  $ –  

 
See accompanying notes to financial statements, which are an integral part of the financial statements 
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