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business day of FY2012 Q2: $6,663,654 as of September 30, 2011.
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PART I

Item 1. Business.

PCS Edventures!.com, Inc. (the Company , PCS , we , our , us or similar words) was incorporated in 1994 in the
Idaho. In November 2005, we acquired PCS LabMentors, Ltd. ( PCS LabMentors ) based in Fredericton, New
Brunswick, Canada, which is a wholly owned subsidiary of PCS Edventures!.com, Inc.

PCS is engaged in the business of developing, marketing, and distributing educational products and services for the
PreK-16 market that are implemented in PCS private learning centers and sold to public and private schools and
institutions. These products include professional development, proprietary hardware and software, curriculum, and
comprehensive learning labs bundled with related technologies and programs. Our products and technologies target
public and private school classrooms for pre-kindergarten through college, as well as the afterschool market that
includes YMCAs, Boys and Girls Clubs, and 215t Century Learning Centers. Our products and technologies enable
students ages 3 and up to explore the foundations of science, technology, engineering, and mathematics ( STEM )
through experiential-learning programs that embed 215 century skills.

PCS has developed a number of innovative technology-based educational products and programs directed to the
pre-kindergarten through college educational market, as well as Professional Development STEM Institutes for
educators. Our PCS BrickLab, ThinkBug, PCS Academy of Engineering , PCS Academy of Electronics , PCS
Academy of Science , PCS Academy of Robotics , and Digital Media Labs ( Audio/Video/Photography ) products are
sold to classrooms and afterschool learning programs. The PCS Brain is a proprietary robotic microcontroller
designed to facilitate educational robotic activities and the Cortex is a proprietary, progressive programming
environment developed to manage the Brain and teach robotic programming concepts. Our online Learning
Management System ( LMS ) supports our customers with online learning activities, support, assessment, file sharing,
and social networking services for our customers. Our Professional Development STEM Institute offers a 30-hour
professional development certification program in the areas of science, technology, engineering, and mathematics for
elementary teachers. Separately, and in combination, these products present a platform for delivering educational
services and support to classrooms, and learning centers. They help create a virtual community of learners on the
web. PCS also partners with several companies to represent their product lines including fischertechnik®, Valiant
Technologies, LEGO® Education, and K NEX® Education. These companies offer products known for their
hands-on, educational nature and PCS includes many of these products in our curriculum offerings. In addition, we
have partnered with MINDS-i, Inc., of Liberty Lake, Washington, to combine their innovative construction system
with the PCS robotic and controller programming solutions, which we believe offers a unique advantage over other
competitors.

PCS LabMentors is the exclusive provider of a proprietary virtual lab technology which is designed to provide
hands-on experience to high school, community college and university students studying a variety of technical topics.
These technical topics include programming, network management, security, operating systems, and other IT subjects.
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LabMentors technology provides students with the ability to manage and configure any hardware/software platform
remotely, through a proprietary client accessed remote server farm. Also embedded within the LabMentors system is a
Learning Management System ( LMS ) that enables the delivery and tracking of curriculum and tasks to students.
Using LabMentors' complete solution, any school or institution can offer advanced IT training topics in any number of
areas such as Windows Server® 2008, Windows® 7, Exchange 2010, SharePoint® 2010, Linux® system
administration, and various other applications without the associated overhead of owning and managing
heterogeneous hardware and software platforms.

The Results of Operations discussed herein are on a consolidated basis.

Recent Developments.

The following are business developments during the fiscal year that ended March 31, 2012 (FY2012):

In addition to product enhancements and the beginning stages of phasing in learning center operations, several
management changes have been implemented. Effective January 5, 2012 Robert O. Grover was appointed to serve as
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Chief Executive Officer. He succeeds Valerie L. Grindle who resigned on January 4, 2012. Mr. Grover has spent the
last two decades with PCS designing, developing, and creating PCS learning programs and services intended to
facilitate student-centered, experiential-learning. Mr. Grover has worked closely with partners and customers in the
education industry over the past two decades and knows the complexities of the domestic and international
educational marketspace well. Mr. Grover has traveled extensively throughout the world promoting PCS programs
and developing International relationships for the Company. He was appointed to the Idaho District Export Council by
the US Secretary of Commerce in January of 2012. A Merit Scholar, Mr. Grover attended Michigan State University
for course work in Astrophysics, Philosophy, Computer Science, and Religious Studies; he attended the University of
Idaho for additional coursework in History, Religious Studies, and Philosophy; and graduated with a B.A. in English,
Creative Writing and an A.A.S in Management from Boise State University in 1988.

To strengthen financial planning and control capabilities, and better address the reporting needs of a publicly held
company, PCS initiated an extensive search for a skilled financial officer in Q2 of FY2012. As a result, Ms. Leann
Gilberg joined PCS in September 2011 as Chief Financial Officer. Ms. Gilberg has held multiple high-level financial
management roles including work with Albertson s Inc, Resources Global Professionals and two of the leading firms in
the public accounting industry KPMG LLP and Arthur Andersen LLP. She gained extensive business and accounting
experience by serving publicly- traded and privately-owned companies and was a Senior Manager with KPMG LLP
when she left public accounting in 2003. Her experiences have included audit and consulting engagements, work with
internal controls, periodic filings with the Securities and Exchange Commission (the SEC ), assisting on an initial
public offering ( IPO ), management reporting and financial analysis. Ms. Gilberg, a Certified Public Accountant,
earned a Bachelor of Science Degree in Business Administration (Accounting Emphasis) from the University of
Montana with a minor in Political Science in 1992. She is a past member and chairperson of the University of
Montana Accounting Advisory Board.

To strengthen PCS operational capabilities PCS initiated a search in Q2 of FY2012 for a candidate to fill the role of
Chief Operating Officer. As a result, Mr. Brett Newbold joined PCS in January of 2012 as an operational advisor and
active member of the executive management team. In March 2012 he was appointed Chief Operating Officer for PCS.
Mr. Newbold has extensive executive management experience having served the role of CEO, COQO, and CTO for a
variety of companies both domestic and international over the past three decades. Mr. Newbold served as a direct
report to Larry Ellison for eight years as a Vice President of R&D with Oracle, managing many significant technology
initiatives. In addition, he has served as the Managing Director (CEO role) on several International startups, building
them to successful levels and selling them after reaching profitability. As President of OpenText Corporation, a
publicly held company with over 1,000 employees, from February 1997 - October 1998, he tripled revenues and
market cap. We believe Mr. Newbold, whose extensive experience in detailed operating efficiencies, from
development to product management to sales/marketing, will strengthen our bottom-line progressively.

During FY2012 the Company settled both the SEC case and the class action lawsuit that had been pending against the
Company and certain of its former officers with no significant penalties or financial liabilities resulting. On January
3, 2012, the U.S. District Court for the District of Idaho signed Final Judgment in the SEC case pursuant to the
Consent that the Company and Mr. Anthony Mabher, its former CEO, had previously executed. Without admitting or
denying the allegations of the Complaint, the Company and Mr. Maher consented to the entry of the Final Judgment.
In September, the Company announced that it had entered into an agreement to settle the class action lawsuit, subject
to further proceedings and approval by the Court. While the Company denies the allegations made in the class action
lawsuit, the settlement was entered to eliminate the burden and expense of further litigation. On February 22, 2012,
the Court gave final approval to the settlement and entered the Final Judgment and Order of Dismissal With Prejudice.
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The class action was settled for $665,000, with the Company s insurance carrier providing most of the settlement
funds. Both of these matters were costly, financially and as a burden on management. Settlement has allowed focus
to return more completely to operations.

In November of 2011, we entered into an agreement with Colebrook Capital to assist with financial restructuring and
raise capital. No additional capital was raised under this arrangement.

In January of 2012, we restructured a defaulted note payable to eight note holders that established a payment plan and
new terms for the notes eliminating the default.

In January of 2012, we renewed our D&O insurance on favorable terms for a one year period.

PAGE 5
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In February of 2012, we filed documents and released a private placement offer to raise capital using convertible
notes. Thus far no funding has been raised under this offering.

From January of 2012 going forward, we have researched and pursued potential capital investments through the EB5
foreign investment program.

In March of 2012, we successfully initiated the process required to expand our pool of authorized shares for the
purposes of raising capital and compensating employees through our incentive stock option program. These changes
were approved by a vote of shareholders via proxy at a Special Meeting held on April 4, 2012. Shareholders voted to
increase our authorized no par value common stock from 60,000,000 shares to 90,000,000 and to increase the shares
of common stock available for grants, incentive or other purposes under our 2009 Equity Incentive Plan from
4,000,000 shares to 8,000,000 shares.

We continued to explore potential partnerships during FY2012, seeking opportunities and values that would
strengthen PCS Edventures and advance shareholder value through improved sales and marketing, development, or
operational efficiency.

We continued to grow our long term relationship with Edison schools in 2011, providing additional customized
learning labs for their summer adventures programs, as well as supplying them with materials authored and developed
in previous years. Edison Schools has been the resource of well over $1M in revenue since the inception of the
relationship. Edison program, developed by PCS, range from primary stage camps in life science and biology to high
school age activities in engineering, electronics, and robotics. Development, packaging, fulfillment, and support were
further streamlined this year to improve efficiency and the overall customer experience.

We formed a relationship with STEM Academy ( STEM 101 ) in which PCS provides the robotics curriculum and Labs
for their 6t and 8t grade programs, and are working on developing additional programs for their elementary and high
school STEM solutions.

We executed a contract with Tatweer Holding Company, a Saudi entity charged with managing education reform
activities defined by the Saudi Ministry of Education, to compete for STEM consulting services related to the design
and implementation of a nationwide network of science centers in Saudi Arabia, as part of the King Abdullah
Education Initiative.

We further expanded our statewide penetration of STEM programs into Idaho schools. PCS is one of four state
selected vendors for supplying a high school technical professional solution.
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We further expanded our penetration into the Boys and Girls Clubs of America, a significant niche market for PCS
afterschool products with over 5,000 sites across the United States.

Our LabMentors division partnered with Cengage Learning to develop and release two new titles in late fiscal year
2012.

PCS continues to strengthen and develop the core line of STEM products and services. Our Academy of Robotics was
updated and improved through a major technical upgrade of the PCS Brain, our microcontroller, to version 4.0.
Improved supply chain and engineering resources are increasing our product margin and improving overall
efficiencies in production and fulfillment.

Our relationship with Creya Learning of India was significantly strengthened through extended support, a two week
visit from Creya business owners and educators to Boise for training and development. Expanded market testing has
enabled Creya to refine and improve their business plan for delivering experiential education to the Indian
marketplace. Creya opened its first learning center in the spring.

PCS launched and managed a series of pilot programs related to the afterschool center model in partnership with Sage
International Charter School located in Boise. These programs went well and the offerings were extended to regularly
scheduled afterschool offerings and summer programs.

PAGE 6
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Net Loss in Q4 FY2012 decreased nearly 68% from the same quarter FY2011 before inclusion of the impairment
charge on the LabMentors assets. We anticipate that our new focus on operating efficiencies and increased revenue
generation should continue to narrow that gap.

During fiscal year 2011, PCS applied for and was awarded Trade Adjustment Assistance funds in the amount of
$75,000 to apply to the development and promotion of PCS programs to improve our competitiveness against foreign
imports. These matching funds are being used to improve and expand the PCS Robotics line of controllers,
proprietary software, and curriculum solutions to take advantage of the rapidly growing robotics education market.
Trade Adjustment Assistance funds suffered budgetary cutbacks in FY2012. PCS is continuing to apply for
additional project assistance.

Strategy.

Our strategy is to continue to design and develop brain-based learning educational products and services for the
PreK-16 market that emphasize STEM topics and develop contemporary skills for the 215t century learner. These
skills include critical thinking, problem solving, innovation, creativity and communications. These products, PCS
will deploy in experiential-learning centers which will serve as direct revenue generating entities as well as product
and service showrooms that will improve our sales, service, and support to school districts around the country.

Our strategy consists of:

Using licensing and partnerships to drive the development of a global network of experiential-learning centers that
will generate revenues and act as a sales and support network for PCS products and services;

Relentless commitment to making our products friendly and helpful for educators. If our products make their job
easier, our products will be more and more popular;

The continued emphasis on forward looking development of products and services, recognizing the challenges that
educators will be facing in several years, and preparing our products to help them meet those challenges early. We

13



Edgar Filing: PCS EDVENTURES COM INC - Form 10-K

strive to be seen as thought leaders in the space;

Building PCS brand recognition and market appeal through a network of learning centers and strong commitment to
customer loyalty;

Continuing to incorporate the latest in brain-based research to improve the effectiveness of our curriculum and content
product;

Using the Internet and other digital technologies to bring our products and services to other areas, persons, and
markets, to increase market penetration;

Leveraging our expertise in K-12 and educational robotics to expand our robotics offerings and capture market share
in the K-12 educational and afterschool robotics space; and

Expanding our STEM professional development programs for K-6 classrooms to take advantage of market conditions
that represent demand for these solutions.

Foreign Currency Exchange Rate Risk.

The Company promotes many of our products in the international market, as well as having established operations in
Canada as a result of the acquisition of LabMentors. As a result, our statement of cash flows and operating results
could be affected by changes in foreign currency exchange rates or weak economies of foreign countries. Working
capital necessary to continue operating our foreign subsidiary are held in local, Canadian currency, with additional
funds used through the parent company being held in U.S. dollars. In accordance with SFAS 52, Foreign Currency
Translation , all assets and liabilities are translated at the exchange rate on the balance sheet date and all revenues and
expenditures are translated at the average rate for the period. Translation adjustments are reflected as a separate
component of stockholders' equity, accumulated other comprehensive income (loss), and the net change for the year
reflected separately in the statements of operations and other comprehensive income (loss). While our Canadian
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subsidiary provided approximately 14% of our revenue in fiscal year 2012, the sales and receivables are transacted in
USDS$ and thus there is not a significant exchange risk associated with those transactions.

Backlog.

Our unearned revenue was $117,314 at March 31, 2012. At the end of fiscal year 2012, the entire amount of unearned
revenue is expected to be earned during fiscal years 2013 and 2014. Of the total listed in unearned revenue at March
31,2012, $4,058 is for orders prepaid by customers, $25,000 and $68,750 are advanced royalties and license fees
resulting from our agreement with Creya Learning of India, and the remaining amount is for license fees paid but that
have yet to be fully used by our domestic customers. PCS, as part of the agreement with Creya Learning, will receive
ongoing royalties on the tuition charged to students attending PCS based programs and royalties will be amortized as
earned. Each month, the license fees are amortized according to the length of the subscription/license.

Seasonality.

Our quarterly operating results fluctuate as a result of a number of factors, including, but not limited to, the funding of
customers, timing of product development and release, availability and timeliness of items required for assembly of
the products, budget cycles, buying patterns of our customers, period ending dates, and the general health of the
economy. Our learning center strategy is designed to offset these factors and smooth cash flow and revenue
predictability over time.

Principal Products or Services and Their Markets.

The primary goal of the products we develop for the education industry is to make teaching STEM easier for the
classroom teacher. To this end, we have developed and are currently marketing a number of innovative
technology-based educational programs for the pre-kindergarten through university ( PreK-16 ) classroom market, the
K-12 afterschool market, the private learning center market, and the home school market. In addition, the virtual lab
programs from our LabMentors division are currently marketed to the collegiate level. Separately, and in combination,
these lab products present a platform for delivering educational services and support, and create a virtual community
of learners and parents on the web. It is our intent that as this community grows, it becomes an education portal
through which additional PCS programs and services can be deployed.
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We believe that education programs of our type are not currently available from any other source and present a unique
opportunity for sales and marketing to specific segments of the education industry. We believe that PCS' education
programs deliver a unique, proven learning experience that:

Provide students with exciting and relevant activities that brings curriculum to life;

Develop essential critical thinking and problem-solving skills;

Prepare students for real-world career demands; and

Build a strong foundation in technical literacy.

Customers currently use our products to:

Uniquely motivate students by engaging them in their own learning;

Provide opportunities for students to pursue their own interests and questions and make decisions about how they will
find answers and solve problems;

Make learning relevant and useful to students by establishing connections to life outside the classroom, addressing
real world concerns, and developing real world skills which are desired by today s employers, including the ability to
work well with others, make thoughtful decisions, take initiative, and solve complex problems;

PAGE 8
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Provide opportunities for teachers to build relationships with each other and with those in the larger community
through sharing with other teachers, parents, mentors, and the business community who all have a stake in the
student's education;

Provide exciting, hands-on, inquiry based instruction, which is aligned by standards produced by The National
Science Teachers Association, the American Association for the Advancement of Science, Project 2061, the National
Curriculum of the UK, the Core, Knowledge, Sequence, the National Association for the Education of Young
Children ( NAEYC ), and many more depending on grade level or subject focus;

Help increase test scores and understanding in STEM standards;

Infuse engaging, technology-based methods and practices into the traditional classroom;

Teach concepts from mechanical, electrical, structural, and software engineering as well as mechatronics and robotics;

Challenge students through promoting critical thinking, creativity, and problem solving techniques;

Enable teachers to teach science lab activities without a science lab;

Enable IT training professionals at the high school and college level to offer sophisticated hands-on training labs
through virtualization, effectively eliminating their need to own and manage expensive server networks.

The products we are currently marketing are applicable and useful to a variety of educational market segments. These
product lines have been designed to stand-alone as well as integrate with one another to create contiguous, systemic
solutions:

ThinkBug
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The ThinkBug product line includes an Alphabet Builder Curriculum, a Number Builder Curriculum, PCS Big Bricks,
and an optional mobile furniture unit. Designed around the most current brain and block play research, ThinkBug
brings a comprehensive manipulative based literacy and numeracy STEM solution to early childhood and
kindergarten educators

PCS Brickl ab®

The PCS BrickLab® is a remarkably effective system of building blocks combined with PCS curriculum resources
that addresses technology, math, construction engineering, communication, and science principles at the early primary
grades. Simple to use, manage, and teach, it is an engaging and effective tool for hands-on STEM education. PCS
currently has over six volumes of curriculum that support the BrickLab manipulative package addressing needs for
students in the elementary and afterschool setting.

PCS Professional Development STEM Institutes

The PCS STEM institutes offer a 30 hour professional development program for elementary teachers that develops
student-centered learning environments, improves student academic performance, promotes 21st century skills in
students, and improves teacher comfort and competence in teaching science, technology, engineering, and
mathematics (STEM) across the curriculum. Our institutes use products such as Bricklab to make STEM education
approachable, less intimidating, and easier for the teacher.

PCS Digital Media Labs

Designed for today's digital native youth, PCS Digital Media Labs transform educational settings into
technology-driven environments that use digital photography, video, and podcasting to make daily lesson plans more
engaging. The curriculum is aligned with technology standards from the International Society for Technology
Education ( ISTE ) and the International Technology Education Association ( ITEA ). Each Digital Media Lab contains
hands-on lesson plans, a hard cover mobile case, digital cameras, camcorders or voice recorders, accessories, and a
teacher guide. It is currently available in Elementary and Secondary versions for classrooms and afterschool programs.
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PCS Academy of Engineering

The PCS Academy of Engineering Lab is a STEM program designed for use within tech-ed programs and is scalable
for various environments using 10 student modules that include hardware, software, lab furniture, and curriculum.
Using the PCS Academy of Engineering students develop, design, and produce exciting hands-on projects ranging
from catapults to robots in response to engaging challenges in a variety of topics. The current PCS Academy of
Engineering product includes three primary volumes of mechanical engineering activities. The Tech Ed configuration
of the Academy of Engineering uses fischertechnik constructs for hands-on activities. The Academy of Engineering
includes online assessment and support tools as well as access to an online competition framework that enables all lab
students to share information and compete. The AOE is currently marketed to middle and junior high schools.

Academy of Robotics

The Academy of Robotics Lab is a STEM program that is scalable for various environments using 10 student modules
that include hardware, software, lab furniture, and curriculum. Using the Academy of Robotics students develop,
design, and produce exciting hands-on projects ranging from simple robotic automatons to advanced manufacturing
simulations. The current Academy of Robotics product for the classroom setting includes three primary volumes of
robotics curriculum covering the basics of mobility, structural integrity, motorization, end effectors, working
envelopes, programming, sensor integration, and more. In addition, three volumes of applied mathematics activities,
Pre-Algebra, Algebra Book 1, and Algebra Book 2, have been developed to provide real world applications and
illustrations of mathematics. The Tech Ed configuration of the Academy of Robotics uses fischertechnik constructs
for hands-on activities. Fischertechnik solutions are typically used in more rigorous applications at the high school or
university level. We also have the Academy of Robotics Lab Afterschool Edition available. With the use of LEGO®
building elements, we have created an in-depth robotics program that was designed specifically for use in afterschool
programs. Using the Academy of Robotics Afterschool Edition, students develop, design, and produce exciting
hands-on projects ranging from simple robotic automatons to advanced manufacturing simulations. It s a great way to
introduce students outside the classroom to the importance of robotics and STEM, so they will look forward to these
subjects within their regular school day. Academy of Robotics Labs include online assessment and support tools as
well as access to an online competition framework that enables all lab students to share information and compete in
exciting virtual challenges. Also available is a smaller package called the Robotic Educator Pack (REP), which
bundles the Academy of Robotics Challenge with a starter inventory of manipulatives from fischertechnik at a lower
price point. We recommend our AOR labs for students in grades 5-12.

Academy of Electronics

The PCS Academy of Electronics Lab is designed for use within Tech Ed programs and is scalable using 10 student
modules that include hardware, software, lab furniture and curriculum. Using the Academy of Electronics students
develop, design, and produce exciting hands-on projects ranging from simple analog circuits demonstrating resistance
to advanced digital logic projects using a variety of industry standard integrated circuits. The current Academy of
Electronics product includes two primary volumes of electronics curriculum covering the basics of analog and digital
electronics. Academy of Electronics modules use standard electronic components and breadboards as constructs for

22



Edgar Filing: PCS EDVENTURES COM INC - Form 10-K

hands-on activities.

PCS Academy of Science®

The PCS Academy of Science® is an integrated chemistry-physical science solution designed for use within Tech Ed
and science programs and is scalable using 10 student modules that include hardware, software, and curriculum. The
unique, hands-on science packages within the PCS Academy of Science® combine curriculum and simple, effective
apparatus that enable teachers to quickly and easily demonstrate complex science concepts. Various configurations of
the products enable it to be effective as an afterschool or classroom solution and the curriculum is aligned with
National and State science standards. The products can be purchased in a lab format or individually based on the
specific needs of the customer. The AOS is currently marketed to classrooms and afterschool programs for a variety of
age groups.
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PCS Discover STEM Lab

The PCS Discover STEM Lab is a modular, easy to present program that provides activities for afterschool facilitators
in the areas of STEM. Modules include hands-on activities that utilize PCS robotics, engineering, digital media,
applied math activities and more. This cost-effective lab is the perfect fit into any afterschool program, and has been
a great addition to our afterschool product line.

LabMentors

LabMentors offers technologies and products through their virtual labs on a proprietary platform as described below:

Windows® Based Applications: Currently LabMentors has virtual labs on its proprietary platform for Windows XP®,
Windows Vista®, Windows® 7, Windows Server® 2003, Windows Server® 2008, and Windows SharePoint® 2010.

Linux® Based Virtual Labs: LabMentors offers virtual labs on its proprietary platform for Linux+®.

Certification tracks: LabMentors offers labs for Comptia and other certification tracks including Network+®,
Security+®, GCFI Guide to Computer Forensics and Investigations Virtual Labs. LabMentors offers virtual labs on its
proprietary platform for these Comptia and other certification tracks.

Custom Labs; In addition, LabMentors also provides custom lab development. This pricing is based on the complexity
and resources involved in developing such curriculum/virtual labs.

On-call mentoring: This is a 24 hour 7 days per week call in and/or email service for students to contact the company
for technical assistance regarding the virtual labs related to their studies.

PCS Designated Markets

The educational market represents significant business opportunities in the US. There are several segments within the
educational market that can benefit from the products and services that PCS provides. PCS has developed sales and
marketing strategies to position the Company and its products to meet the needs of specific segments in the education
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market.

There is increasing focus and importance being placed on the role of technology in both public and private education.
Educators and parents are not only striving to integrate technology into the educational experiences of students, but
also needing to increase student s performance in technology-based subjects such as Engineering, Mathematics and
Science, creating STEM. Public schools are trying to increase their ability to deliver technology education effectively
to students. The increased value being placed on technology in the classroom has also led to an increase in growth for
private, charter, and magnet school alternatives, because of their very nature, that can offer better programs for STEM
education. Growth of extended learning programs continues as well. Federally funded STEM programs that include
before, after and summer school programs have also remained an important educational focus and are also expected to
meet demands for technology.

PCS core curriculum strength is based on STEM principles. In order to increase market penetration and continued
growth PCS has identified the following as key target markets:

Y

K6 Programs for the elementary classroom

2)

Tech Ed Programs for grades 6-12

3)

Afterschool Programs

4)

Products and Services adapted to provide K-16 educational solutions for the international market
5)

Virtual labs for grades 10-16
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PCS understanding of the complexities of STEM subjects and our progressive methodologies give us a unique ability
to deliver solutions for educators to meet the growing demands of teaching STEM and integrating technology into
classrooms and afterschool settings. Here is a briefing of our current Strategic Business Units (SBU) and their
markets:

K6 Strategic Business Unit

With over 50,000 public elementary schools alone, the elementary classroom in the United States represents one of the
largest markets in the education industry. We are currently developing new marketing strategies to reach elementary
teachers and district leaders in the U.S. While this is a newer SBU, we feel that we are gaining great traction and
believe we will continue to thrive throughout the years. PCS K-6 programs for the elementary classroom consist of
professional development and classroom resources that promote student centered learning, inquiry, and STEM topics.
K-6 products include ThinkBug, PCS BrickLLab®, Academy of Robotics and Digital Media Labs.

Technical Education Strategic Business Unit

Targeting the domestic technical education marketplace, which has an estimated 22,081 programs in the U.S, the Tech
Ed SBU offers STEM products that meet the needs of technology teachers servicing grades 7-12 providing
pre-engineering, computer science, and robotics solutions. With most educators and districts realizing the need for
STEM education improvement, the Tech Ed SBU has a great product line to meet the market s needs. A primary focus
for the Tech Ed SBU is the exploding marketplace for robotics. Markets for educational robotic kits at $27.5 million
in 2007 are anticipated to reach $1.69 billion by 2014. Tech Ed products include the PCS Academy of Engineering,
Academy of Robotics , Academy of Science®, PCS Digital Media Labs and the current development of MINDS-i kits.

Afterschool Strategic Business Unit

Targeting the domestic afterschool marketplace, the PCS Afterschool SBU offers products that were specifically
designed for the unique needs of the afterschool enrichment environment. The market for afterschool programs in the
United States is significant with specific market segments such as the Boys and Girls Clubs (4,000 sites) and the $1B
215t Century Community Learning Centers program. It continues to be one of our more successful markets and we
believe that this trend will continue. Afterschool products include the PCS BrickLab®, Discover STEM Lab, the
Academy of Robotics afterschool version, MINDS-i packages with PCS robotics and the PCS Digital Media Labs.

International Strategic Business Unit

27



Edgar Filing: PCS EDVENTURES COM INC - Form 10-K

Internationally, PCS programs have a great deal of appeal from the perspective of STEM education needs, and also as
a catalyst for developing student-centered learning environments that emphasize 215t century skills such as problem
solving, critical thinking, communications, and collaboration skills. PCS continues to explore opportunities in foreign
markets. PCS takes great pride in being able to adapt its products to meet the diverse and unique needs of the
international market place.

LabMentors

PCS LabMentors is the exclusive provider of a proprietary virtual lab technology which is designed to provide
hands-on experience to high school, community college and university students studying a variety of technical topics.
These technical topics include programming, network management, security, operating systems and other IT subjects.
LabMentors' technology provides students with the ability to manage and configure any hardware/software platform
remotely, through a proprietary client accessed remote server farm. Also embedded within the LabMentors system is a
Learning Management System (LMS) that enables the delivery and tracking of curriculum and tasks to students.
Using LabMentors' complete solution, any school or institution can offer advanced IT training topics in any number of
areas such as Windows Server® 2008, Windows® 7,Exchange 2010, SharePoint® 2010, Linux system administration
and various other applications without the associated overhead of owning and managing heterogeneous hardware and
software platforms.
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Marketing and Other Agreements.

(1) In March of 2010 PCS successfully completed a pilot robotics competition program in Cairo, Egypt, partnering
with the Integrated Care Society and Bibliotech Alexandria. In December 2010 and January 2011, PCS completed
shipments for lab implementations into five experimental schools in Egypt. Political turmoil slowed implementation
and training programs in January and February, but the programs are now in place and operational in five Egyptian
Governorates.

(i1) In order to facilitate future revenue growth, PCS engaged in an in-depth review of our go to market strategy during
FY2012, which resulted in a shift to re-focus the delivery of our unique capabilities to meet the needs of the market.
We have ceased direct sales based on geographical regions and have moved into four Strategic Business Units

( SBUs ), in addition to our wholly owned subsidiary LabMentors. We currently have three in-house sales employees,
consisting of sales managers covering specific products in specific territories. In addition, there are two marketing
support roles providing advertising, trade show support, online SEO, social networking, and other lead generation
programs.

(iii) In June 2011, we entered into a licensing agreement with Kindle Education, now Creya Learning, for the country
of India and have provided support, curriculum, and training for their experiential learning programs.

(v) In April 2012, we entered into a distribution agreement with STEMfinity, an online source for a variety of STEM
products.

(vi) In May 2012, we entered into an agreement with Cultural Innovations, a British museum consulting company, to
provide STEM education consulting services related to the King Abdullah Education Initiative in Saudi Arabia. The
King Abdullah initiative, launched in 2007, is a sweeping reform program designed to transform the Saudi education
system and includes a strong emphasis on student centered learning and STEM education.

Distribution Methods of the Products or Services.

All products except the virtual labs produced by LabMentors are drop shipped from the manufacturer or shipped
through a preferred provider from our warehouse to the specified customer. The virtual labs produced by LabMentors
are delivered on the Internet through server farms located off-site.
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Status of any Publicly Announced New Product or Service.

PCS continues to strengthen and develop the core line of STEM products and services. The Discover STEM lab
afterschool product line was created and the first section completed. Robotics was updated and enriched through the
development and partnering with a new heavy-duty manipulative system and many advanced peripherals. Additional
volumes of curriculum in Pre-Algebra and Algebra I were completed. This series was developed by experts in the
field of mathematics and in cooperation with the Boise School District. The development of robotics competition
resources including manuals, judging rubrics, and overall competition framework was completed and successfully
launched with an International competition conducted in July 2010. In addition, curriculum development around PCS
early childhood materials and the BrickLab professional development programs were completed and enhanced, and
additional research from the Meridian District/Boise State University research project was added to our research base
for products.

In August of 2010, PCS successfully completed an entirely new set of BrickLab curriculum for first through sixth
grade and added heavily to the already extensive BrickLab Institute professional development materials. The new
curriculum was designed to be more lesson-plan friendly for the classroom. The previous incarnation of the BrickLab
became the lead for the afterschool BrickLab market. A body of research produced by Boise State University in the
Idaho SySTEMic Institute has helped to drive the research-based improvements to the overall process and experience
for educators.
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In October of 2010, PCS continued the integration of the MINDS-i building system into its current product lines. New
sensors and sensor fittings were designed and created, the complete MINDS-i CAD library was developed, and two
MINDS-i summer camp products were planned for summer of 2011.

In November of 2010, additional BrickLab extension building cards were created to offer thematic building activities.
This was a requested curriculum by teachers already using the BrickLab in the classroom.

November 2010 also brought the creation of three new 12-day summer camps for Newton Learning.

Continual development of the next version of our microcontroller, The Brain and sensors, has begun with the goal of
creating a smaller more efficient electronic footprint, adding more capability and furthering integration of servos and
other third-party sensors.

Winter of 2010 focused on creating a new STEM afterschool lab offering. Using the already existing Discover Lab
name, a new modular STEM product was created for grades 4-6. Offering 12 activities in each subject area Science,
Technology, Engineering and Math, the lab could support sixteen students working in pairs.

In January 2011, PCS began designing a comprehensive experiential education solution for afterschool centers in the
Kingdom of Saudi Arabia, potential domestic application, and for other locations worldwide. The solution uses the
PCS Merit System to facilitate student use of PCS curriculum programs such as PCS BrickLab®, the Academy of
Robotics , PCS Academy of Engineering , Digital Media Labs, and integrated hands-on, project based learning
approaches. From January through May of 2011, PCS presented this solution to a number of potential partners from
India (Kindle Learning), Saudi Arabia, Turkey, the United Arab Emirates, and Oman.

In the Summer of 2011, PCS completed its efforts to migrate manufacturing and production for portions of its PCS
robotics line to a new supplier, Qingdao Smart Robot Technologies Co. Limited, in China.

From November of 2011, through March of 2012, PCS launched and managed a series of pilot programs related to the
afterschool center model in partnership with Sage International Charter School located in Boise.

In January of 2012, PCS recruited a new operations advisor, now COO, Brett A. Newbold who assumed direction of
product development. In Q4 of FY 2012 the primary development focus was the improvement and refining of key
PCS Robotics products including the Robotics Educator Pack ( REP ) and the PCS Brain and Cortex programming
environment.
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Competitive Business Conditions and the Small Business Issuer's Competitive Position in the Industry

and Methods of Competition.

The education industry is highly competitive, fragmented, and is rapidly evolving around the STEM disciplines. We
expect the industry to continue to undergo significant and rapid technology change. The Nationwide economic
difficulties are causing budget deficits, teacher layoffs, and program reductions, which may impede industry growth.

Competitors in the STEM marketplace include a variety of publishers, technical education companies and non-profit
solution providers including VEX, Pitsco, LabVolt, Pasco, LEGO® Education, McGraw Hill and Project Lead the
Way. These companies along with new entrants into the market may develop products and services and technologies
superior to our products that may result in our products and services becoming less competitive. Many of the
companies that are established or are entering the market have substantially greater financial, manufacturing,
marketing, technical resources and established historical channels than we have and represent significant long-term
competition. To the extent that these companies offer comparable products and services at lower prices or higher
quality and more cost effective, our business could be adversely affected.
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Potential Competitive Advantages.

We believe that we have and continue to develop certain additional competitive advantages that we will attempt to
maximize in developing and implementing our business strategy.

Experiential learning centers - We believe the establishment of a network of experiential learning centers, based on
our curriculum, products and expertise in afterschool programs, will yield us a significant competitive advantage
through improved presence in key markets for both sales and support. The establishment of these centers, in addition
to providing revenues from operations, creates a dynamic showroom that can be used for sales demonstrations,
product training and support activities, and promotional events within the targeted community.

Professional development - Our BrickLab professional development institute conducted from 2008-2010 resulted in
the successful deployment of this product into hundreds of Idaho elementary classrooms and the production of
University authored research now available for educators and administrators through the American Association of
Engineering Education (ASEE). This research documents the effectiveness of the Bricklab Institute in improving
teacher attitudes and their comfort level in conducting STEM activities in the elementary classroom. The network of
active teachers also provides PCS with a strong community of program advocates from which PCS can leverage and
expand the program. Since elementary teachers are typically more comfortable with language arts than STEM topics,
the BrickLab Institute provides a proven solution to a prevalent problem for elementary principals across the country.

Robotics programs - Our PCS Robotics programs are specifically designed to accommodate needs in the education
marketplace that were identified through years of experience with K12 robotics. The result is less expensive, more
flexible robotics solution that has the ability to integrate into every robotic educator s classroom. Specific examples of
this flexibility include a multi-level programming environment that naturally evolves in complexity to match the needs
of the student, an open physical architecture that provides hooks for all major manipulative manufacturers including
fischertechnik®, LEGO®, K NEX®, MINDS-i, VEX, erector, and even industry standard R/C components. The open
physical architecture of our microcontroller and its basis on the highly popular Atmel AVR platform provides
educators and robotic enthusiasts direct hardware access and the ability to use a variety of programming
environments.

Our framework - Our unique experiential learning framework is designed for managing and facilitating non-formal
education provides us with in-house capabilities unavailable through other channels. Initially designed over a decade
ago, the PCS Merit System is a non-formal learning framework that provides flexibility, adaptability, and a variety of
unique characteristics that create a highly effective pedagogical model unavailable elsewhere.

Forward looking processes - Our forward looking educational development processes include mapping our curriculum
and products against future trends such as the upcoming Next Generation Science Standards, the Common Core, and
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the NAEP s mandated technology and engineering literacy assessment to be implemented nationwide in the US in
2014.

Our use of the Internet as a delivery and support mechanism for the programs - By leveraging our expertise in Internet
technology, PCS believes it can achieve the following significant advantages: (1) a high level of program control and

protection; (2) the building of a significant data model regarding program usage; and (3) a direct channel to our users
who are migrating towards digital e-reading devices. Each of these advantages provides tangible long-term benefits to
the Company.

Organic expansion of program offerings - After implementing and proving a successful program model, PCS believes
it can leverage its high level of customer satisfaction to expand current and additional programs designed to integrate
seamlessly into the already deployed sites. This creates a long-term growth strategy that includes new and residual
sales to an ever-growing list of customers.

The flexibility of products and staff to align STEM solutions to multiple types of users - Our in-house intellectual
capital has experience in a variety of educational environments and has demonstrated an ability to create highly

effective solutions for specific niche markets. This extensive experience of almost 25 years in STEM education
provides PCS with an advantage over competitors with less experience in STEM education.
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PCS believes the contiguous nature of its products creates a system that provides a competitive advantage over other
companies who may have single product offerings or products with no systemic approach or plan. This system begins
at the PreK level and extends through college. School districts seeking a systemic approach to STEM education will
find the PCS approach comprehensive.

Sources and Availability of Raw Materials and the Names of Principal Suppliers.

We currently do not manufacture the products that accompany our curriculum and are dependent on vendors for our
supply of these products. We believe that efficient purchasing is a key factor in maintaining our competitiveness. The
following is a list of vendors for our key products: [.B.A., MINDS-i, fischertechnik, K NEX, QSmart Robotics
Technologies, Educator s Resource and Ingram Micro.

Dependence on One or a Few Major Customers.

In general, PCS does not rely on one or a few major customers. However, PCS LabMentors has one major customer,
Cengage Learning, previously known as Thomson Course Technology, whose revenue is greater than 10% of the total
LabMentors revenue stream.

Patents, Trademarks, Licenses, Franchises, Concessions, Royalty Agreements or Labor Contracts, including
Duration.

We seek to protect our technology, documentation, and other written materials under trade secret and copyright laws,
which afford only limited protection. Generally, we enter into confidentiality and non-disclosure agreements with our
key vendors and suppliers. At the present time, we have not applied for any patents, nor do we have any patents
pending. We anticipate that our products will not be the type for which patent protection will be sought. However, we
may file for patent protection on certain aspects of our proprietary technology in the future.

Currently we use the following registered and common-law trademarks: PCS & Design®, Academy of Learning
Edventures! , PCS BrickLab®, PCS Academy of Science®, Academy of Robotics , Academy of Electronics , PCS
Edventures!.com.®, PCS STEPS & Design®, PCS Young Learning , Little Edventures , PCS STEPS®, New Learning
for a New World®, Imagination in Education®, and PCS Academy of Engineering . We intend to evaluate continually
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the appropriateness of seeking registration of additional product names and trademarks as they evolve.

Our PCS & Design® mark (Registration No. 2,213,678) has been in use since at least as early as 1992 and has been a
U.S. Registered Trademark since December 29, 1998. PCS Edventures!.Com® (Registration No. 2,511,642) has been
in use since at least as early as June 1, 1996 and has been a U.S. Registered Trademark since November 27, 2001.

We applied for a U.S. trademark registration (application serial number #78/329,127) for PCS BrickLab® on
November 17, 2003. PCS BrickLab® was registered on January 16, 2007 with Registration Number 3,198,009. PCS
BrickLab® has been in use since at least as early as January 1, 2002.

We applied for a U.S. trademark registration (application serial number #78/841,293) for PCS STEPS® on March 20,
2006. PCS STEPS® was registered on May 22, 2007 with Registration Number 3,244,304. PCS STEPS® has been
in use since at least as early as January 1, 2006.

We applied for a U.S. trademark registration (application serial number #77/184,052) for Imagination in Education®
on May 17, 2007. Imagination in Education® was registered on August 5, 2008 with Registration Number 3,478,928.
Imagination in Education® has been in use since at least as early as July 1, 2006.
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We applied for a U.S. trademark registration (application serial number #77/184,043) for New Learning for a New
World® on May 17, 2007. New Learning for a New World was registered on November 11, 2008 with Registration
Number 3,529,785. New Learning for a New World® has been in use since at least as early as July 1, 2006.

We applied for a U.S. trademark registration (application serial number #78/472600) for PCS Academy of Science®
on August 24, 2004. PCS Academy of Science® was registered on September 1, 2009 with Registration Number
3,676,485. PCS Academy of Science® has been in use since at least as early as January 1, 2004.

We applied for U.S. Copyright Registration of Infusing Technology Digital Photography Lab: Elementary on August
4, 2008. Registration #1X6-863-245 was granted effective August 4, 2008. Infusing Technology Digital Photography
Lab: Elementary date of first publication was March 26, 2008.

We applied for U.S. Copyright Registration of Infusing Technology Digital Photography Lab: Grades 1-6 on August
4, 2008. Registration #1X6-865-569 was granted effective August 4, 2008. Infusing Technology Digital Photography
Lab: Grades 1-6 date of first publication was June 10, 2008.

We applied for U.S. Copyright Registration of Infusing Technology Digital Photography Lab: High School on August
4, 2008. Registration #1X6-964-151 was granted effective August 4, 2008. Infusing Technology Digital Photography
Lab: High School date of first publication was May 7, 2008.

We applied for U.S. Copyright Registration of Digital Audio Lab Grades 1 through 6 Curriculum on October 14,
2008. Registration #TX6-881-690 was granted effective October 14, 2008. Digital Audio Lab Grades 1 through 6
Curriculum date of first publication was October 1, 2008.

Although we believe that our products have been independently developed and that we do not infringe on any third
party rights, third parties may, in the future, assert infringement claims against us. We may be required to modify our
products, trademarks, and/or technology or to obtain licenses to permit our continued use of those rights. We may not
be able to do so in a timely manner or upon reasonable terms and conditions and as such failure to do so could
irreparably harm the Company and/or our operating results.

We currently have curriculum royalty agreements with GibsonTech. The agreement with Gibson Tech, which was
renewed this past year, is for cash royalty payments based on sales of our PCS Academy of Electronics product. An
agreement with Jackie DeLuna,that was for cash royalty payments based on sales of our Digital Photography lab
product(s) expired March 31, 2012.
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Need for any Government Approval of Principal Products or Services.

None, not applicable.

Effect of Existing or Probable Governmental Regulations on the Business.

Exchange Act.

We are subject to the following regulations of the Securities Exchange Act of 1934, as amended (the Exchange Act ),
and applicable securities laws, rules and regulations promulgated under the Exchange Act by the Securities and
Exchange Commission (the SEC ). Compliance with these requirements of the Exchange Act also substantially
increase our legal and accounting costs.

Smaller Reporting Company.

We are subject to the reporting requirements of Section 13 of the Exchange Act, and subject to the disclosure
requirements of Regulation S-K of the SEC, as a smaller reporting company. That designation will relieve us of some
of the informational requirements of Regulation S-K.
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Sarbanes-Oxley Act.

We are also subject to the Sarbanes-Oxley Act of 2002. The Sarbanes-Oxley Act created a strong and independent
accounting oversight board to oversee the conduct of auditors of public companies and strengthens auditor
independence. It also requires steps to enhance the direct responsibility of senior members of management for
financial reporting and for the quality of financial disclosures made by public companies; establishes clear statutory
rules to limit, and to expose to public view, possible conflicts of interest affecting securities analysts; creates
guidelines for audit committee members appointment, compensation and oversight of the work of public companies
auditors; management assessment of our internal controls; prohibits certain insider trading during pension fund
blackout periods; requires companies and auditors to evaluate internal controls and procedures; and establishes a
federal crime of securities fraud, among other provisions. Compliance with the requirements of the Sarbanes-Oxley
Act substantially increases our legal and accounting costs.

Reporting Obligations.

Section 14(a) of the Exchange Act requires all companies with securities registered pursuant to Section 12(g) of the
Exchange Act to comply with the rules and regulations of the SEC regarding proxy solicitations, as outlined in
Regulation 14A. Matters submitted to stockholders of our Company at a special or annual meeting thereof or pursuant
to a written consent will require our Company to provide our stockholders with the information outlined in Schedules
14A or 14C of Regulation 14; preliminary copies of this information must be submitted to the SEC at least 10 days
prior to the date that definitive copies of this information are forwarded to our stockholders.

We will also be required to file annual reports on Form 10-K and quarterly reports on Form 10-Q with the SEC on a
regular basis, and will be required to timely disclose certain material events (e.g., changes in corporate control;
acquisitions or dispositions of a significant amount of assets other than in the ordinary course of business; and
bankruptcy) in a Current Report on Form 8-K.

Cost and Effects of Compliance with Environmental Laws.

None, not applicable.

Number of Total Employees and Number of Full Time Employees.
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We employ approximately 15 full-time employees, while our LabMentors subsidiary has four full-time employees.
We will hire part-time and additional full-time employees on an as-needed basis. We have not experienced a shortage
of qualified employees. None of our employees are a party to a collective bargaining unit and we believe that our
relationship with our employees is good.

Item 1A - Risk Factors.

Smaller reporting companies are not required to provide this information; however, you should be aware that an
investment in the Company is highly speculative and subject to numerous risks. You should consider the following
most notable risk factors together with all the other information contained in this Annual Report on Form 10-K before
making an investment decision with respect to our common stock. This list is not to be considered all inclusive.

Risks Related to our Business.

Ability to Raise Capital

We have a history of significant operating losses and may not be able to achieve sustained profitability if we are
unable to increase revenue from our new products and marketing efforts. To achieve sustained profitability, we will
need
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to implement changes to existing business processes and improve our cost cutting efforts in addition to driving
revenue growth. This history of operating losses could impede our future ability to raise capital.

Potential Loss of Intellectual Property

The company has pledged its Intellectual Property as collateral for notes payable as discussed in Note 7. Risk of loss
of the underlying IP exists should the Company default on these notes.

Education Funding

The education market is heavily dependent on support from federal, state and local governments. These government
agencies have realized budget cuts and the government appropriations process is often slow and unpredictable.
Funding difficulties can negatively impact our ability to increase revenue.

International Expertise

Our attempt to enter international markets introduces political and cultural risk. As a small company, we do not have
extensive experience in international business arrangements and will need to rely on certain outside expertise which
can be costly.

Item 1B-Unresolved Staff Comments.

None, not applicable.

Item 2. Property.

Location.
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The Company leases its Principal executive offices in Boise, Idaho. These offices consist of approximately 7,300
square feet of office space. Rent obligations are currently $10,266/month under a non-cancelable operating lease that
expired May 31, 2012. The lease was extended effective June 1, 2012, at a rate of $8,680/month for 13 months.

The Company leases additional warehouse space in Boise, Idaho. This warehouse space consists of approximately
2,880 square feet. Rent obligations are approximately $1,400/month under a non-cancelable operating lease that
expired June 30, 2012. The lease was extended effective July 1, 2012, at a rate of $1,325/month for 24 months.

Effective October, 2010, the Company entered into a five year office lease for the LabMentors subsidiary located in
Fredericton, New Brunswick, Canada. This space consists of approximately 1,700 square feet. Rent obligations in
Canadian dollars (CAD) were $1,713/month through September 30, 2011, and $1,894/month through September 30,
2012. This lease was cancelled effective July 1, 2012. Employees will be working from their respective homes until a
new lease is negotiated.

Investment Policies.

None, not applicable.

Description of Real Estate and Operating Data.

None, not applicable.
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Item 3. Legal Proceedings.

(i) On January 3, 2012, the U.S. District Court for the District of Idaho signed the Final Judgment in the Securities
and Exchange Commission (the SEC ) case pursuant to the Consent that the Company and Mr. Anthony Mabher, its
former CEQ, had previously executed. Without admitting or denying the allegations of the Complaint, the Company
and Mr. Maher consented to the entry of the Final Judgment which, among other things: permanently restrained and
enjoined the Company from violations of, and permanently restrained and enjoined Mr. Maher from aiding and
abetting violations of, Section 13(a) of the Securities Exchange Act of 1934 (the Exchange Act ) and Rules 12b-20,
13a-1, and 13a-11 thereunder; permanently restrained and enjoined Mr. Maher from violations of Section 10(b) of the
Exchange Act and Rule 10b-5 thereunder; permanently restrained and enjoined Mr. Maher from violations of Section
13(a) of the Exchange Act and Rule 13a-14 thereunder; barred Mr. Maher from serving as an officer or director of any
issuer that has a class of securities registered pursuant to Section 12 of the Exchange Act, as amended, or that is
required to file reports pursuant to Section 15(d) of the Exchange Act, for a period of five years from the date of the
entry of the Final Judgment; and ordered Mr. Maher to pay a civil penalty in the amount of $100,000 to be paid in
equal quarterly amounts of $25,000. There were no monetary sanctions imposed against the Company.

(ii) Class Action Lawsuit: The Company, along with its former CEO and former CFO, was named in a class action
lawsuit (Niederklein v. PCS Edventures!.com. Inc.. et al., U.S. District Court for the District of Idaho, Case
1:10-cv-00479-CWD). The class action was brought on behalf of shareholders who purchased shares of the
Company s common stock during the period between March 28, 2007 and August 15, 2007. In September, the
Company announced that it had entered into an agreement to settle the class action lawsuit, subject to further
proceedings and approval by the Court. While the Company denies the allegations made in the class action lawsuit,
the settlement was entered to eliminate the burden and expense of further litigation. On October 5, 2011, the Court
granted preliminary approval to the settlement, and approved the notices that were sent to potential class members. At
the Settlement Fairness Hearing on February 22, 2012, the Court gave final approval to the settlement and entered the
Final Judgment and Order of Dismissal With Prejudice. The class action was settled for $665,000 with the Company s
insurance carrier providing most of the settlement funds. In accordance with the Court ordered settlement, all
settlement funds were paid on or before February 29, 2012.

Item 4. Mine Safety Disclosures

None; not applicable.

PART II

Item 5. Market for Common Equity, Related Stockholder Matters and Small Business Issuer Purchases of
Equity Securities.
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Market Information.

Our common stock is presently quoted on the OTC Bulletin Board of the NASD under the symbol PCSV as discussed
below. No assurance can be given that the market for our common stock will continue in the future or will be

maintained. The possible sale of restricted securities (common stock) pursuant to Rule 144 of the SEC held by
members of management or others could have a substantial adverse impact on this market. The range of high and low

bid quotations for our common stock during each quarter of our past two fiscal years is shown below. Prices are
inter-dealer quotations as reported by the NQB, LLC, and do not necessarily reflect transactions, retail markups,
markdowns, or commissions.

Stock Quotations.

Quarter Ended High Low
June 30, 2010 $0.85 $ 0.54
September 30, 2010 0.75 0.30
December 31, 2010 0.42 0.11
March 31, 2011 0.26 0.11
June 30, 2011 0.51 0.16
September 30, 2011 0.30 0.13
December 31, 2011 0.20 0.01
March 31, 2012 0.10 0.03
Holders.

As of March 31, 2012, we had approximately 245 stockholders of record through our transfer agent. This figure does
not include an indeterminate number of stockholders who may hold their shares in a street name.

Dividends.

We have not paid any cash dividends since our inception and do not anticipate or contemplate paying dividends in the
foreseeable future. It is the present intent of management to utilize all available funds for the development of our
business.

Securities Authorized for Issuance Under Equity Compensation Plans.
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On August 27, 2009, the Board of Directors adopted and the shareholder s approved the PCS Edventures!.com, Inc.
2009 Equity Incentive Plan ( 2009 Plan ). The 2009 Plan was designed to replace the existing 2004 Nonqualified Stock
Option Plan ( 2004 Plan ). The 2009 Plan provides for the grant of various types of equity instruments, including grants
of restricted and unrestricted PCS common stock as well as options and other types of awards. The 2009 Plan was
implemented to align the interests of the Company s employees with those of the shareholders and to motivate, attract,
and retain its employees and provide an incentive for outstanding performance.

Number of securities
Number of Securities to be . . . remaining available for
. . Weighted-average exercise price . .
issued upon exercise of : . future issuance under equity
. . of outstanding options, warrants .
outstanding options, warrants compensation plans

and rights and rights excluding securities reflected
in column (a)
(@) (b) ©
Equity
compensation 908,534 $ 0.56 592,523
plans approved by
security holders
Equity
compensation $
plans not approved i i i
by security holders
Total 908,534 $ 0.56 592,523

On April 4, 2012, the Board adopted and the shareholders approved an Amendment to an increase in the number of
shares of common stock available for grants, incentive or other purposes under the Company s 2009 Equity Incentive
Plan from 4,000,000 shares to 8,000,000 shares.

Recent Sales of Unregistered Securities

During the last three years, we sold the securities listed below in unregistered transactions. Each of the sales was sold
in reliance on the exemption provided for in Section 4(2) of the Securities Act of 1933, as amended (the Securities
Act ). No underwriting fee or other compensation was paid in connection with the issuance of shares.
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Number of
Name of Person or Group Shares
* Consultants 695,431
Legal Consultants 439,217
Private Investors 1,785,414
Private Investors: Warrants 370,000
*Employees: Benefits 1,178,704
*Employees: Bonus 147,701
*Employee Options: cash 105,699
*Employees Options: cashless 520,130
*Board of Directors: RSU s 282,354
5,524,650

* Issued as Restricted Securities under the 2009 Equity Incentive Plan.

1.

Shares issued to consultants for services:

Ql
Q2
Q3
Q4

2.

Shares
Fiscal Year
2010 2011 2012
13,893 12,624 56,339
12,302 23,210 111,550
11,973 43,798 218,253
16,130 67,606 85,350

Shares issued for legal services::

Ql
Q2
Q3
Q4

Shares
Fiscal Year
2010 2011 2012
24,371 - 10,361
30,900 10,961 53,627
- 28,303 131,322
30,588 17,723 101,061

Consideration

$

$

$

$ 181,824
120,501
608,000
105,000
240,734

65,908
38,149

180,000
1,540,116

2010

11,593  §

8,010
14,565
15,675

Note

—

O 00 O\ Wb WwWiN

Value
Fiscal Year
2011

11,415
14,060
11,565

9,698

Value

Fiscal Year
2011

2010

24,371
19,303

28,934

$

7,422
6,879
2,531

2012
$ 16,134
21,800
22,575
4,500

2012
$ 3,906
10,396
10,827
5,932
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Shares issued to private investors for cash purchase:

Shares Value
Fiscal Year Fiscal Year
2010 2011 2012 2010 2011 2012
Q1 - 750,000 80,000 $ - $ 450,000 $ 8,000
Q2 - - - - - -
Q3 - 955,414 - - 150,000 -
Q4 : : : : : :
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4.

Shares issued to private investors for the purchase of warrants:

Ql
Q2

Q3
Q4

Ql
Q2
Q3
Q4

Ql
Q2
Q3
Q4

7.

Shares issued to employees for the purchase of options for cash:

2010

2010
8,267
27,410
17,870
21,425

2010

31,160
6,882

Shares
Fiscal Year
2011

2012

260,000

2010

5. Shares issued to employees for benefits:

Shares
Fiscal Year
2011

25,415
31,090
54,940
114,478

2012

66,843
167,524
419,833
223,609

2010

$ 5,868
22,537
25,591
20,038

6. Shares issued to employees for bonuses:

Shares
Fiscal Year
2011
16,308
9,538
10,000
46,151

Shares

2012

27,662

2010

24,015
8,259
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Value
Fiscal Year

2011

$ -

Value
Fiscal Year
2011
$ 20,434
19,147
17,452
17,614

Value
Fiscal Year
2011
$ 14,102
5,723
2,000
6,000

Value

2012

39,000

2012

$ 18514
32,449
29,703
11,387

2012

5,809
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Fiscal Year Fiscal Year
2010 2011 2012 2010 2011 2012
Q1 20,000 - - $ 2,600 $ - $ -
Q2 25,841 - - 9,154 - -
Q3 24,858 - - 7,895 - -
Q4 : : : : - :
8 8.  Purchase of options by employees in a cashless transaction:
Shares Value
Fiscal Year Fiscal Year
2010 2011 2012 2010 2011 2012
Q1 214,976 - - $ - $ - $ -
Q2 233,601 - - - - -
Q3 54,886 - - - - -
Q4 - : - : : :
9 9.  Shares issued to Company s Board of Directors for Restricted Stock Units:
Shares Value
Fiscal Year Fiscal Year
2010 2011 2012 2010 2011 2012
Q1 i . . $ S - .
Q2 - - 176,472 - - 90,000
Q3 : : : : - :
Q4 - 105,882 - - 90,000 -

Securities Act of 1933, as amended (the Securities Act ) Registration Exemption Relied Upon

Unless otherwise exempt from registration under the Securities Act of 1933, as amended (the Securities Act ), we
issued these securities to persons who were either accredited investors or sophisticated investors as those terms are
respectively defined in Rules 501 and 506 of the SEC; and each person had prior access to all material information
about us. We believe that the offer and sale of these securities was exempt from the registration requirements of the
Securities Act pursuant to Sections 4(2) and 4(6) thereof, and Rule 506 of Regulation D of the Securities Exchange
Commission. Section 18 of the Securities Act preempts state registration requirements for sales to these classes of
persons, save for compliance with state notice and fee requirements, as may be applicable. Shares issued under the

2009 Plan have been registered on Form S-8 of the SEC; however, in many instances, shares issued or granted under

the 2009 Plan were issued as restricted securities under Board of Director resolutions as indicated above.

Use of Proceeds of Registered Securities
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There were no proceeds received during the fiscal year ended March 31, 2012, from the sale of registered securities.

Purchase of Equity Securities by Us and Affiliated Purchasers

During the year ended March 31, 2012, the Company made no purchases of its outstanding equity securities.

Purchases of Equity Securities by the Small Business Issuer and Affiliated Purchasers.

None, not applicable.

Item 6. Selected Financial Data.

None, not applicable.

Item 7. Management's Discussion and Analysis or Plan of Operation.

Cautionary Statements for Purposes of Safe Harbor Provisions of the Private Securities Litigation Reform Act
of 1995:

Except for historical facts, all matters discussed in this report, which are forward-looking, involve a high degree of
risk and uncertainty. Certain statements in this report set forth management s intentions, plans, beliefs, expectations, or
predictions of the future based on current facts and analyses. When we use the words believe , expect , anticipate
estimate , intend or similar expressions, we intend to identify forward-looking statements. You should not place undue
reliance on these forward-looking statements. Actual results may differ materially from those indicated in such
statements, due to a variety of factors, risks and uncertainties. Potential risks and uncertainties include, but are not
limited to, competitive pressures from other companies within the Educational Industries, economic conditions in the
Company s
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primary markets, exchange rate fluctuation, reduced product demand, increased competition, inability to produce
required capacity, unavailability of financing, government action, weather conditions and other uncertainties,
including those detailed in the Company s SEC filings. The Company assumes no duty to update forward-looking
statements to reflect events or circumstances after the date of such statements.

The following discussion should be read in conjunction with Item 1A, Risk Factors of this report beginning on page
18 and our audited consolidated financial statements and notes thereto contained in Item 8, Consolidated Financial
Statements and Supplementary Data of this report.

Plan of Operation.

In fiscal year 2013, PCS will expand its commitment to the research and development of PreK-16, brain-based
learning programs in Science, Technology, Engineering and Math (STEM) that embed 21st century thinking skills and
new technologies through the deployment of Centers for STEM Education starting in Boise, Idaho. PCS
implemented a new Strategic Business Unit (SBU) and subsidiary structure in fiscal year 2011 that targeted sales
efforts to the following markets:

1) K6 programs for the elementary classroom

2) Tech Ed programs for grades 6-12

3) Afterschool programs

4) Services that provide K-16 educational solutions for the international market

5) Virtual labs for community colleges and universities

Fiscal year 2012 was the second year of implementation of the K6 and Tech Ed SBUs and saw PCS programs
becoming well accepted in the core classroom market as evidenced by our presence in over 350 Idaho classrooms,
classroom deployments of our programs in Texas, Illinois Florida, California, Maryland, and many other states.
Despite the challenges presented by a discouraging economy and school budget landscape, we feel we have clearly
demonstrated our ability to move beyond the afterschool market. Additional progress was made in terms of
establishing district and university relationships, expanding the pilot programs, compiling research, developing grant
partnerships, and refining the products and services for the classroom through continued application and testing.

During fiscal year 2013 we will continue to build upon the SBU foundations established in FY2011 and drive toward
the establishment of synergies between these SBUs and our subsidiary, LabMentors. This will include a more focused
approach to our web-based marketing efforts and tightened sales processes. The PCS Centers for STEM Learning are
a key strategic addition to our plan for FY2013 as they will serve the following purposes: 1) R&D test bed for product
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improvement and refinement; 2) Revenue generation through afterschool and summer course fees. This course
revenue stream will be more predictable and consistent compared to the seasonal revenues associated with education
budgets; 3) The centers will serve as showrooms for PCS products in strategic locations and key districts around the
country. We believe this will provide PCS with significant competitive advantages over other solution providers since
administrators and educators can visit local centers for support, training, and demonstrations of our products in action;
4) Revenues from experiential retail. We believe e-commerce sales of kits associated with STEM learning targeting
the families of students attending the courses will provide a boost in Q3 revenues to offset low education sales
traditionally anticipated during this time frame.

To capitalize on the expansion of the Learning Centers, we are actively pursuing funding vehicles such as EBS5 foreign
investment capital as well as private equity and licensing arrangements. Our plan is to refine operations in our first
center in Boise, then deploy a second program in Eagle Idaho in Q3 of 2012, and a third in a yet to be determined
market in Q4 of FY2013. The establishment of this initial network of centers will enable more rapid expansion in
FY2014 and beyond. We believe the strategic deployment of PCS Learning Centers to be a viable and sound
approach based on our initial trial programs.
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Management's Discussion and Analysis of Financial Condition and Results of Operation.

Operating Results - Overview.

Fiscal year ended March 31, 2012 resulted in a net loss of ($1,966,526) as compared to the net loss during the fiscal
year ended March 31, 2011 of ($1,901,031). This is an increase in net loss of $65,495, or approximately 3%, from the
net loss for the fiscal year ended March 31, 2011. The Basic Loss per Share for fiscal year 2012 and 2011 was ($0.05).
Details of changes in revenues and expenses can be found below. The impairment charge on LabMentors goodwill,
intangibles and fixed assets accounted for $322,291 of the loss.

Operating Results Revenues.

Consolidated revenues for the twelve-month period ended March 31, 2012, were $2,329,665, an increase of $490,462

or 27%, as compared to $1,839,203 for the twelve-month period ended March 31, 2011. The increase in consolidated
revenues is due to the parent company s increase in revenue of $560,372. PCS s subsidiary, LabMentors, experienced a
decrease in revenue of 17%.

Operating Results Cost of Goods Sold/Cost of Sales.

Consolidated cost of goods sold for the twelve-month period ended March 31, 2012, increased $374,705 or 52% to
$1,091,585 as compared to $716,880 for the twelve-month period ended March 31, 2010. Included in PCS cost of
goods sold are variable costs including sales commissions, shipping expenses and product royalty payments. In
addition, LabMentors has minimal variable costs. Cost of goods sold for FY2012 as a percent of revenues increased
to 47% as compared to 39% in FY2011 due to higher costs and resulting lower margins.

Operating Results Operating Expenses.

Operating expenses for the twelve-month period ended March 31, 2012, decreased by $234,065 (7%) to $2,914,120 as
compared to $3,148,185 for the twelve-month period ended March 31, 2011. The table below identifies the year over
year changes:

Operating Expenses
Impairment of goodwill 202,688 (1)
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Impairment of long lived

119,603 2)

assets
Contract labor (162,643) 3)
Depreciation 71,984 4
Employee related expenses (178,492) ®))
Legal (72,129) (6)
Marketing (112,834) (7)
Options expense (95,451) (8)
Other, net (6,791)

($234,065)
D

Impairment of goodwill.

2)

Impairment of LabMentors fixed assets and educational software.
3)

Contract labor decreased due to termination of the relationship with the public relations firm and business
development consultant.

PAGE 26




Edgar Filing: PCS EDVENTURES COM INC - Form 10-K
4)

Depreciation increased due to additional depreciation taken on LabMentors assets developed in prior years.
5)

Employee expenses decreased due to lower stock compensation paid, reduced employee health insurance costs due to
increased portions being paid by employees, and lower hiring and training expenses.

6)

Decrease in legal expense due to negotiated settlement with insurance carrier as related to the SEC investigation. See
Item 3(i1).

7)
Marketing costs decreased due fewer trade shows attended and fewer lead generation campaigns.
8)

Option Warrant expense decreased due to older grants expiring and fully vesting.

Operating Results Other Income/Expenses.

Total other income (expense) for fiscal years 2012 and 2011 was ($290,486) and $124,831, respectively. The change
was primarily due to interest expense recorded in FY2012 resulting from the discounting of debt and the issuance of
warrants attached to financing associated with the short term notes payable issued. In FY2011 other income included

a one-time reimbursement of prior year s legal fees as a result of our settlement with Navigator s Insurance partially
offset by a write-down of slow moving/obsolete inventory.

Liquidity.

As of the fiscal year ended March 31, 2012, we had $15,780 in cash, with total current assets of $518,788 and total
current liabilities of $1,416,726. We have an accumulated deficit of ($36,546,506) and shareholder s equity of
($817,356).

The Company has a working capital deficit of $897,938 at March 31, 2012. The working capital deficit for the fiscal
year ended March 31, 2011 was $25,995. The Company has a current ratio at March 31 of 0.37 and 0.97 for fiscal
years 2012 and 2011, respectively. This decrease in liquidity was due primarily to the fiscal year 2012 net loss which
was partially financed through short term debt and minimal equity financing.
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Critical Accounting Policies.

Estimates.

Our discussion herein and analysis thereof is based upon our financial statements in Item 7 below, which have been
prepared in accordance with Generally Accepted Accounting Principles of the United States (GAAP). The preparation
of these statements requires management to make estimates and best judgments that affect the reported amounts. See
Note 4 contained in Item 7 for additional discussions of these and other accounting policies and disclosures required
by GAAP.

Concentration of Credit Risks and Significant Customers.

The Company maintains cash in bank deposit accounts, which, at times, may exceed federally insured limits. The
Company has not experienced any losses in such accounts and believes it is not exposed to any significant credit risk
on cash and cash equivalents.

Financial instruments, which potentially subject the Company to concentration of credit risk, consist primarily of trade
receivables. In the normal course of business, the Company provides credit terms to its customers. Accordingly, the
Company performs ongoing credit evaluations of its customers and maintains allowances for possible losses which
when realized have been within the range of management's expectations. The Company does not require collateral
from its customers.
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During the fiscal year ended March 31, 2012, the Company had sales to one major customer that accounted for 10%
of total consolidated revenue. See Note 4 to the financial statements for additional information.

Fair Value of Financial Instruments.

The Company includes fair value information in the notes to financial statements when the fair value of its financial
instruments is different from the book value. When the book value approximates fair value, no additional disclosure
is made.

Foreign Currency Translation.

The functional currency of the Company is the U.S. dollar. The Company s financial statements include translations
for the LabMentors subsidiary, which are maintained in Canadian dollars. All assets and liabilities are translated at the
exchange rate on the balance sheet date and all revenues and expenditures are translated at the average rate for the
period. Translation adjustments are reflected as a separate component of stockholders' equity, accumulated other
comprehensive income (loss), and the net change for the year reflected separately in the statements of operations and
other comprehensive income (loss).

In accordance with the financial accounting standard pertaining to the Statement of Cash Flows, the cash flows of the
Company are translated using the weighted average exchange rates during the respective period. As a result, amounts

in the statement of cash flows related to changes in assets and liabilities will not necessarily agree with the changes in
the corresponding balances on the balance sheet that were translated at the exchange rate at the end of the period.

Educational Software.

The Company's inventory consists partially of internally developed education computer programs and exercises to be
accessed on the Internet. In accordance with the financial accounting standard pertaining to internally developed
software, the costs associated with research and initial feasibility of the programs and exercises are expensed as
incurred. Once economic feasibility has been determined, the costs to develop the programs and exercises are
capitalized until they are ready for sale and access and are reported at the lower of unamortized cost or net realizable
value. Capitalized program and exercise inventory are amortized on a straight-line basis over the estimated useful life
of the program or exercise, generally 24 to 48 months.

Intellectual Property.

The Company s intellectual property consists of capitalized costs associated with the development of the Internet
software and delivery platform developed by the Company to enable access to the various educational programs and
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exercises developed by the Company. In accordance with generally accepted accounting principles as discussed
previously regarding inventory, the initial costs associated with researching the delivery platform and methods were
expensed until economic feasibility and acceptance were determined. Thereafter, costs incurred to develop the Internet
online delivery platform and related environments were capitalized until ready for sale. Costs incurred thereafter to
maintain the delivery and access platform are expensed as incurred. These capitalized costs were amortized on a
straight-line basis over the estimated useful life of the Company s delivery and access platform that was determined to
be 60 months. As of March 31, 2012 Intellectual Property was fully amortized.

Property and Equipment.

Property and equipment are recorded at cost and are being depreciated for financial accounting purposes on the
straight-line method over their respective estimated useful lives ranging from three to seven years. Upon retirement or
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other disposition of these assets, the cost and related accumulated depreciation are removed from the accounts and the
resulting gains or losses are reflected in the results of operations. Expenditures for maintenance and repairs are
charged to operations. Renewals and betterments are capitalized.

Goodwill and Intangible Assets.

We recorded our acquisition of LabMentors in accordance with the financial accounting standards issued by the
FASB. We allocate the cost of acquired companies to the tangible and identified intangible assets and liabilities
acquired with the remaining amount being recorded as goodwill. Certain intangible assets, such as acquired
technology, are amortized (see Intellectual Property above).

The most recent acquisition did not have significant tangible assets, and, as a result, the majority of the purchase price
was allocated to goodwill, which increases the potential for impairment charges that we may incur in the future.

We account for goodwill and other intangible assets in accordance with the financial accounting standards issued by
the FASB pertaining to Goodwill and Other Intangible Assets. Under this standard, goodwill and intangible assets
with indefinite lives are not amortized to expense and must be reviewed for impairment annually or more frequently if
events or changes in circumstances indicate that impairment might have occurred. These events could include a
significant change in the business climate, legal factors, a decline in operating performance, competition, sale or
disposition of a significant portion of the business, or other factors. Specifically, goodwill impairment is determined
using a two-step process. The first step used to identify potential impairment is the comparison of the fair value of the
item with its carrying amount, including goodwill and intangible assets with indefinite lives. We operate as one
company, and, therefore, compare our book value to market value, which management must determine upon review
based on similar transactions. If our fair value exceeds our book value, our goodwill is considered not impaired and
the second step of the impairment test is unnecessary. If the book value exceeds the fair value, the goodwill is
considered to be impaired and management must measure the amount of impairment loss, if any. For the measurement
step, if the carrying amount of the goodwill exceeds the estimated fair value of the goodwill, an impairment loss
would be recognized in an amount equal to that excess. The fair value estimate requires that future cash flows relating
to the acquisition, in this case, be forecasted. These forecasts require management to make assumptions on the future
sale of current and future products and services, future market conditions, technological advances, future growth rates,
and discount rates utilized. Any loss recognized cannot exceed the carrying amount of the goodwill. After an
impairment loss is recognized, the adjusted carrying amount of goodwill is its new accounting basis. The Company s
evaluation of goodwill and intangible assets completed at March 31, 2012, resulted in a full impairment. This
impairment was recorded as an operating expense of $202,688 with respect to the goodwill. As of March 31, 2012,
amortizable intangible assets were comprised of educational software being amortized over the estimated useful life of
the program or exercise, generally 24 to 48 months. The Company recognized $92,468 of impairment of intangible
assets pertaining to the education software acquired with and subsequently developed at LabMentors. For the year
ended March 31, 2012, the Company recorded amortization of our intangible assets of $101,379.

Despite the goodwill and intangible asset impairments described, the Company s Lab Mentors subsidiary has
continuing operations and continues to produce revenue.
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Options/Warrants and Shares Issued for Services.

On January 1, 2006, the Company adopted the accounting standard pertaining to Accounting for Stock Based
Compensation, which establishes accounting for stock-based payment transactions for employee services and goods
and services received from non-employees. The Company is required to recognize expense of options or similar
equity instruments issued to employees using the fair-value-based method of accounting for stock-based payments.
This standard covers a wide range of share-based compensation arrangements including share options, restricted share
plans, performance-based awards, share appreciation rights, and employee share purchase plans. Application of this
pronouncement requires significant judgment regarding the assumptions used in the selected option pricing model,
including stock price volatility and employee exercise behavior. Most of these inputs are either highly dependent on
the current economic environment at the date of grant or forward-looking over the expected term of the award.
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The Company accounts for shares issued to employees and others based upon the closing price of our common stock
as of the grant date.

Acquisitions.

Our strategy is to investigate companies and/or assets for acquisition that continue to increase our product depth,
market penetration, and synergies within the Company. The Company has made no acquisitions over the last three
years.

Off-Balance Sheet Arrangements.

We do not have any off-balance sheet arrangements as of March 31, 2012.

Item 7A. Quantitative and Qualitative Disclosures About Market Risk.

None, not applicable.

Item 8. Financial Statements.

Report of Independent Registered Public Accounting Firm

Consolidated Balance Sheets as of March 31, 2012 and March 31, 2011

Consolidated Statements of Operations for the years ended March 31, 2012 and 2011

Consolidated Statements of Stockholders' Equity for the years ended March 31, 2012 and 2011

Consolidated Statements of Cash Flows for the years ended March 31, 2012 and 2011

Notes to Consolidated Financial Statements
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors
PCS Edventures!.com, Inc. and Subsidiary

Boise, Idaho

We have audited the accompanying consolidated balance sheets of PCS Edventures!.com, Inc. and Subsidiary (the

Company ) as of March 31, 2012 and 2011 and the related statements of operations, shareholders' equity and cash
flows for the years then ended. These financial statements are the responsibility of the Company's management. Our
responsibility is to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with standards of the Public Company Accounting Oversight Board (United
States). Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. The Company is not required to have, nor were we engaged to
perform, an audit of its internal control over financial reporting. Our audit included consideration of internal control
over financial reporting as a basis for designing audit procedures that are appropriate in the circumstances, but not for
the purpose of expressing an opinion on the effectiveness of the Company's internal control over financial reporting.
Accordingly, we express no such opinion. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used
and significant estimates made by management, as well as evaluating the overall financial statement presentation. We
believe that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position
of PCS Edventures!.com, Inc. and Subsidiary as of March 31, 2012 and 2011 and the results of its operations and cash
flows for the periods described above in conformity with accounting principles generally accepted in the United States
of America.

The accompanying financial statements have been prepared assuming that the Company will continue as a going
concern. As discussed in Note 2 to the financial statements, the Company has suffered reoccurring losses and
negative cash flow from operations, both of which raise substantial doubt about its ability to continue as a going
concern. Management s plans regarding those matters also are described in Note 2. The financial statements do not
include any adjustments that might result from the outcome of this uncertainty.
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PCS EDVENTURES!.COM, INC. AND SUBSIDIARY

Consolidated Balance Sheets

ASSETS
March 31, 2012 March 31, 2011

CURRENT ASSETS
Cash $ 15,780 $ 215,780
Accounts receivable, net of allowance for
doubtful
accounts of $4,805 and $3,279, respectively 362,748 277,983
Prepaid expenses 58,309 42,921
Finished goods inventory 55,335 108,459
Other receivable 26,616 78,345
Total Current Assets 518,788 723,488

FIXED ASSETS, net of accumulated

depreciation of $234,682 and $208,577,

respectively 56,892 108,490
EDUCATIONAL SOFTWARE net of

accumulated amortization of $361,279 and

$267,508, respectively - 199,450
GOODWILL - 202,688
OTHER ASSETS
Mold Cost 15,868 22,854
Deposits 7,822 7,835
Total Other Assets 23,690 30,689
TOTAL ASSETS $ 599,370 $ 1,264,805
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The accompanying notes are an integral part of these consolidated financial statements.
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PCS EDVENTURES!.COM, INC. AND SUBSIDIARY

Consolidated Balance Sheets

LIABILITIES & STOCKHOLDERS' EQUITY

March 31, 2012 March 31, 2011

CURRENT LIABILITIES
Accounts payable and other current liabilities $ 459,672 $ 323,893
Payroll liabilities payable 100,967 20,975
Accrued expenses 103,770 149,066
Deferred revenue 117,314 66,156
Convertible notes payable, net of discount 215,000 96,680
Note payable, net of discount 383,668 92,713
Lines of credit payable 36,335 -
Total Current Liabilities 1,416,726 749,483

Total Liabilities 1,416,726 749,483
STOCKHOLDERS' EQUITY
Preferred stock, no par value, 20,000,000
authorized shares, no shares issued and outstanding - -
Common stock, no par value, 60,000,000
authorized shares, 44,889,336 and 42,699,529
shares issued and outstanding, respectively 35,630,855 35,007,464
Stock payable 93,741 74,418
Accumulated comprehensive loss 4,554 13,420
Accumulated deficit (36,546,500) (34,579,980)
Total Stockholders' Equity (817,356) 515,322
TOTAL LIABILITIES AND
STOCKHOLDERS' EQUITY $ 599,370 $ 1,264,805

The accompanying notes are an integral part of these consolidated financial statements.
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PCS EDVENTURES!.COM, INC. AND SUBSIDIARY

REVENUES
Lab revenue
License revenue
Total Revenues

COST OF SALES
GROSS PROFIT

OPERATING EXPENSES

Salaries and wages

Depreciation and amortization expense
Impairment of long lived assets
Impairment of goodwill

General and administrative expenses
Total Operating Expenses

OPERATING LOSS

OTHER INCOME AND (EXPENSES)
Interest income

Interest expense

Other income

Other expense

Total Other Income and Expenses
NET LOSS

Foreign currency translation
NET COMPREHENSIVE LOSS

NET LOSS ATTRIBUTABLE TO COMMON $

STOCKHOLDERS

Loss per Share Basic and Diluted
Weighted Average Number of Shares
Outstanding, Basic and Diluted

Consolidated Statements of Operations

For the Year Ended

March 31,
2012

$ 2,286,956
42,709
2,329,665

1,091,585
1,238,080
1,221,611
137,989
119,603
202,688
1,232,229
2,914,120
(1,676,040)
128
(274,114)
50,746
(67,246)
(290,486)
(1,966,526)
(8,866)

$  (1,975,392)

(1,975,392)

$ (0.05)

43,588,970

$

2011
1,751,176
88,027
1,839,203
716,880
1,122,323

1,368,396
66,005

1,713,784
3,148,185

(2,025,862)
2,663
(6,803)
203,468
(74,497)
124,831
(1,901,031)
(1,005)
(1,902,036)

(1,902,036)

$  (0.05)

41,170,487
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The accompanying notes are an integral part of these consolidated financial statements.
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Balance at
3/31/2010

Stock for
Services

Stock for RSU's

Exercise of
Options - Cash

Exercise of
Options-Cashless

Employee Bonus
Option Expense

Stock for Cash

Debt Discount

Foreign Currency
Translation

Net Loss through
03/31/2011

Balance at
03/31/2011
Stock for

Services

Stock for RSU's

Warrant Expense
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PCS EDVENTURES!.COM, INC. AND SUBSIDIARY

Consolidated Statements of Stockholders' Equity

# of
Common
Shares O/S
39,700,831

707,876

105,882

50,000

149,819

279,707

1,705,414

42,699,529

1,673,335

176,472

Capital
Stock

$ 33,526,490

233,251

20,118

27,000

129,107
339,088

600,000

132,410

35,007,464

193,932
38,824

90,211

Stock
Payable

$ 88,745

(14,521)

(7,806)

8,000

74,418

27,323

Accumulated
Deficit
$
(32,678,949)

(1,901,031)

(34,579,980)

Other
Comprehensive
Income

$ 14,425

(1,005)

13,420

Total
Stockholders'
Equity

$ 950,71

218,73

20,11

27,0C

121,30
339,08

608,00

132,41

(1,003

(1,901,03:

515,32

221,25

38,82

90,21
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Exercise of

Warrants 260,000 39,000 - - 39,00
Option Expense - 147,058 - - - 147,05
Stock for Cash 80,000 8,000 (8,000) - -

Debt Discount - 106,366 - 106,36

Foreign Currency

Translation - - - - (8,866) (8,86¢
Net Loss through

03/31/2012 - - - (1,966,526) - (1,966,52¢
Balance at $ $ $ $

03/31/2012 44,889,336 35,630,855 93,741 (36,546,506) 4,554 (817,35¢

The accompanying notes are an integral part of these consolidated financial statements.
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PCS EDVENTURES!.COM, INC. AND SUBSIDIARY

Consolidated Statements of Cash Flows
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For the Twelve Months Ended
March 31,
2012 2011
CASH FLOWS FROM OPERATING ACTIVITIES
Net Loss $ (1,966,526) $ (1,901,031)
Adjustments to reconcile net loss to net cash
provided (used) by operating activities:

Debt discount amortization 231,973 6,803
Depreciation and amortization 137,989 66,005
Common stock issued for services 165,725 341,340
Amortization of fair value of stock options 147,058 339,088
(Gain)/Loss on stock issued for services and

compensation (36,413) (55,609)
Stock payable for services 131,241 74,418
Warrants issued for debt 90,211 -
Impairment of long lived assets 119,603 -
Impairment of goodwill 202,688 -
Increase/(Decrease) in inventory reserve (5,837) 43,000

Changes in operating assets and liabilities:

(Increase) decrease in accounts receivable (99,849) (22,137)
(Increase) decrease in prepaid expenses (15,388) (25,329)
(Increase) decrease in inventories 58,961 55,673
(Increase) decrease in other current assets 66,813 (47,594)
(Increase) decrease in other assets - 1,325
(Decrease) increase in accounts payable and accrued
liabilities 176,857 156,887
Increase (decrease) in unearned revenue 51,158 (39,513)
Net Cash Used by Operating Activities (543,736) (1,006,674)
CASH FLOWS FROM INVESTING ACTIVITIES

Cash paid for purchase of fixed assets (6,401) (16,682)
Net Cash Used by Investing Activities (6,401) (16,682)

CASH FLOWS FROM FINANCING ACTIVITIES

Proceeds from exercise of options - 27,000
Proceeds from exercise of warrants 39,000 -
Proceeds from the purchase of stock - 608,000
Proceeds from bank line of credit 39,050 -
Principal payments on bank line of credit (2,715) -
Proceeds from notes payable 485,000 315,000
Principal payments on debt (201,332) -
Net Cash Provided by Financing Activities 359,003 950,000
Foreign currency translation (8,866) (1,005)
Net Decrease in Cash (200,000) (74,361)
Cash at Beginning of Year 215,780 290,141
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Cash at End of Year $ 15,780 $ 215,780
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PCS EDVENTURES!.COM, INC. AND SUBSIDIARY

Consolidated Statements of Cash Flows

NON-CASH INVESTING & FINANCING
ACTIVITIES

Common stock issued for services (stock payable) $
Common stock issued for conversion of RSUs
(stock payable)

Debt Discount

Common stock issued for cash (stock payable)

CASH PAID FOR:
Interest $
Income taxes

For the Twelve Months Ended
March 31,
2012 2011
13,918 $ 35,427
52,500 -

106,366 132,410

8,000

For the Twelve Months Ended
March 31,
2012 2011
3,754 $ -
1,680 20
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The accompanying notes are an integral part of these consolidated financial statements.
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PCS EDVENTURES!.COM, INC. AND SUBSIDIARY

Notes to the Consolidated Financial Statements

March 31, 2012 and 2011

NOTE 1 - ORGANIZATION AND DESCRIPTION OF BUSINESS

The consolidated financial statements presented are those of PCS Edventures!.com, Inc., an Idaho corporation, and its
wholly owned subsidiary, PCS LabMentors, Ltd., a Canadian company (collectively, the Company ).

On August 3, 1994, PCS Education Systems, Inc. was incorporated under the laws of Idaho to develop and operate
stand-alone learning labs.

In October 1994, PCS exchanged common stock on a one-for-one basis for common stock of PCS Schools, Inc. As a
result of this exchange, PCS Schools, Inc. became a wholly owned subsidiary of PCS. In the late 1990s, the Company
divested the stand-alone learning labs to focus more on a hands-on module coupled with web-based technology for
use in the classroom.

On March 27, 2000, PCS changed its name from PCS Education Systems, Inc. to PCS Edventures!.com, Inc.

On November 30, 2005, PCS entered into an agreement with 511092 N.B. LTD., a Canadian corporation,
(LabMentors) to exchange PCS common stock for common stock of 511092 N.B. LTD. as disclosed in the 8-K as
filed with the Securities and Exchange Commission (the SEC ) on December 9, 2005 and amended on February 15,
2006. As a result of the definitive Share Exchange Agreement, 511092 N.B. LTD. became a wholly owned subsidiary
of the Company. In December 2005, the name of this subsidiary was formally changed to PCS LabMentors, Ltd. It
remains a Canadian corporation.

NOTE 2 GOING CONCERN

The Company s consolidated financial statements are prepared using accounting principles generally accepted in the
United States of America applicable to a going concern that contemplates the realization of assets and liquidation of
liabilities in the normal course of business. The established sources of revenues are not sufficient to cover the
Company s operating costs. The Company has accumulated significant losses and payables and generated negative
cash flows. The combination of these items raises substantial doubt about its ability to continue as a going concern.
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Management s plans with respect to alleviating this adverse position are as follows:

During the fiscal year ended March 31, 2012, PCS began the transition to a new marketing model that would address
the challenges presented by the current budgetary cuts in the educational market. PCS recognizes that its experience
in operating learning centers combined with the chaos of our current national education crisis creates a unique
opportunity to supplement the current PCS business model through opening learning centers in partnership with
schools. This approach combines PCS expertise in experiential learning with its considerable store of intellectual
property comprised of learning frameworks, content, proprietary hardware, and software developed over the past two
decades while increasing the throughput of our existing direct sales efforts. This marketing approach will incorporate
the large body of PCS intellectual property into an afterschool program that families will pay tuition to attend. PCS
developed a relationship with Sage International, an International Baccalaureate charter school based in Boise, to
provide the facility and classroom for the afterschool program, and PCS, in exchange, will provide the equipment and
support. The school uses the material during the day as part of the curriculum, and PCS operates for-profit afterschool
classes on weekends, evenings, during breaks and after the close of the school day. PCS conducted successful market
tests of holiday camps during November and December of 2011 and in March of 2012, refining and confirming basic
assumptions related to the business plan.

The business plan proposes the opening of three learning centers in FY2013, two located in the Boise market,
partnering with local schools, and a third opening in a market of strategic importance yet to be determined. The
premise of the business plan is two-fold: 1) learning center revenues will be more consistent and predictable for the
company to plan and manage cash and growth; and 2) an established network of learning centers will serve as highly
effective
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showrooms for sales of PCS products and services into neighboring districts. Also of note, close partnerships with
schools provide an opportunity to test and improve PCS products on a regular basis.

Also related to the transitional emphasis to the learning center business, PCS signed a license and royalty agreement
with Creya Learning of India (CL). CL will use PCS content and support services to implement experiential learning
curriculums into Indian schools and to build out a network of experiential learning centers in India that will function
as premier afterschool locations as well as product showrooms. PCS, as part of the agreement, will receive ongoing
royalties on the tuition charged to students attending PCS based programs. PCS also participated in a tender in the
Kingdom of Saudi Arabia, introducing the educational fundamentals of the PCS learning system and the application of
these fundamentals through experiential learning centers; presented learning center and licensing opportunities to a
partner in Turkey; entered into preliminary discussions regarding commercial licensing of PCS content with a
potential partner in Thailand; and presented learning center and licensing opportunities to a partner in Australia. PCS
will continue to pursue additional international opportunities to offset the continued challenges to the domestic
economy and to take advantage of global market needs for PCS type products and services.

In addition to implementing improvements to operations and our business model, PCS successfully settled an ongoing
SEC investigation, effective January 5%, with no negative outcomes against PCS, signifying the end of a multi-year
distraction and drain on PCS resources. Further, on February 227, PCS concluded an associated shareholders class
action lawsuit. Executive management feels that the conclusion of these issues greatly improves the ability of the
company to focus on the core needs of the business going forward.

Continued product development throughout FY2012 resulted in upgrades to PCS intellectual property, most notably
PCS Robotics curriculum, software, and hardware.

In addition to the transition to learning center operations, closure of distractions related to the SEC investigation, and
product enhancements, several management changes have been implemented to strengthen capabilities required for
executing the marketing shift to learning centers. Effective January 5, 2012 Robert O. Grover was appointed to serve
as Chief Executive Officer. He succeeds Valerie L. Grindle who resigned on January 4, 2012. Mr. Grover has spent
the last two decades with PCS designing, developing, and creating PCS learning programs and services intended to
facilitate student-centered, experiential learning. Mr. Grover has worked closely with partners and customers in the
education industry over the past two decades and knows the complexities of the domestic and international
educational marketspace well. Mr. Grover has traveled extensively throughout the world promoting PCS programs
and developing International relationships for the Company. He was appointed to the Idaho District Export Council by
the US Secretary of Commerce in January of 2012. A Merit Scholar, Mr. Grover attended Michigan State University
for course work in Astrophysics, Philosophy, Computer Science, and Religious Studies; he attended the University of
Idaho for additional coursework in History, Religious Studies, and Philosophy; and graduated with a B.A. in English,
Creative Writing and an A.A.S in Management from Boise State University in 1988.

To strengthen financial planning and control capabilities, and better address the reporting needs of a publicly held
company, PCS initiated an extensive search for a skilled financial officer in Q2 of FY2012. As a result, Ms. Leann
Gilberg joined PCS in September 2011 as Chief Financial Officer. Ms. Gilberg has held multiple high-level financial
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management roles including work with Albertson s Inc, Resources Global Professionals and two of the leading firms in
the public accounting industry KPMG LLP and Arthur Andersen LLP. She gained extensive business and accounting
experience by serving publicly- traded and privately-owned companies and was a Senior Manager with KPMG LLP
when she left public accounting in 2003. Her experiences have included audit and consulting engagements, work with
internal controls, periodic filings with the SEC, assisting on an initial public offering (IPO), management reporting
and financial analysis. Ms. Gilberg, a Certified Public Accountant, earned a Bachelor of Science Degree in Business
Administration (Accounting Emphasis) from the University of Montana with a minor in Political Science in 1992. She
is a past member and chairperson of the University of Montana Accounting Advisory Board.

To strengthen PCS operational capabilities PCS initiated a search in Q3 of FY2012 for a candidate to fill
the role of Chief Operating Officer. As a result, Mr. Brett A. Newbold joined PCS in January of 2012 as an
operational advisor and active member of the executive management team. In April 2012 he was appointed COO of
PCS. Mr. Newbold has extensive executive management experience having served the role of CEO, COO, and CTO
for a variety of companies both domestic and international over the past three decades. Mr. Newbold served as a
direct report to Larry Ellison for eight
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years as a Vice President of R&D with Oracle, managing many significant technology initiatives. In addition, he has
served as the Managing Director (CEO role) on several International startups, building them to successful levels and
selling them after reaching profitability. As President of OpenText Corporation, a publicly held company with over
1,000 employees, from February 1997 - October 1998, he tripled revenues and market cap.

The ability of the Company to continue as a going concern is dependent upon our ability to successfully accomplish
the plans described in the preceding paragraphs, to raise capital as needed, to continue to monitor and reduce overhead
costs, and to attain profitable operations. The accompanying consolidated financial statements do not include any
adjustments that might be necessary if the Company is unable to continue as a going concern.

NOTE 3 ACCOUNTS RECEIVABLE - OTHER

March 31, March 31,
2012 2011
California Sales Tax $ - $ 75,000
Canadian SRED Credit Receivable 15,084 -
GST tax receivable (subsidiary) 2,251 1,281
Employee advance 9,281 2,064
Total Other receivable $ 26,616 $ 78,345

NOTE 4 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

a. Accounting Method

The Company's consolidated financial statements are prepared using the accrual method of accounting. The Company
has elected a March 31 year-end.

b. Estimates

The preparation of financial statements in conformity with Generally Accepted Accounting Principles requires
management to make estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of
revenues and expenses during the reporting period. Actual results could differ from those estimates.
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c. Concentration of Credit Risks and Significant Customers

The Company maintains cash in bank deposit accounts, which, at times, may exceed federally insured limits. The
Company has not experienced any losses in such accounts and believes it is not exposed to any significant credit risk
on cash and cash equivalents.

Financial instruments that potentially subject the Company to concentration of credit risk consist primarily of trade
receivables. In the normal course of business, the Company provides credit terms to its customers. Accordingly, the
Company performs ongoing credit evaluations of its customers and maintains allowances for possible losses which
when realized have been within the range of management's expectations. The Company does not require collateral
from its customers. The Company has established an allowance for doubtful accounts of $4,805 and $3,279 for the
years ended March 31, 2012 and 2011, respectively.
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During the last two fiscal years ending March 31, 2012 and March 31, 2011, the following major customers exceeded
10% of revenue:

For the Years Ended
March 31,
2012 2011
Customer A $229,992 10% $315,006 17%

Customers with accounts receivable greater than 10% of total accounts receivable at March 31, 2012 and March 31,
2011, were as follows:

For the Years Ended
March 31,
2012 2011
Customer A $ 13,728 4% $ 26,275 9%
Customer B 207,719 57% 130,926 47%

d. Foreign Currency Translation

The functional currency of our subsidiary is considered the local currency. Our PCS LabMentors' subsidiary has a
functional currency in Canadian dollars (CAD). The subsidiary s financial statements have been translated into US
dollars in accordance with generally accepted accounting principles regarding foreign currency translation. All assets
and liabilities are translated at the exchange rate on the balance sheet date and all revenues and expenditures are
translated at the average rate for the period. Translation adjustments are reflected as a separate component of
stockholders' equity, accumulated other comprehensive income (loss) and the net change for the year are reflected
separately in the statements of operations and other comprehensive income (loss). Through this, all of the Company s
financial documents are stated within the functional currency of the parent company, which is the United States dollar
(USD).

In accordance with generally accepted accounting principles regarding the presentation of the Statement of Cash
Flows, the cash flows of the subsidiary are translated using the weighted average exchange rates during the respective
period. As a result, amounts in the statement of cash flows related to changes in assets and liabilities will not
necessarily agree with the changes in the corresponding balances on the balance sheet that was translated at the
exchange rate at the end of the period.

e. Fair Value of Financial Instruments
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The Company adopted the standard issued by the FASB, which clarifies the definition of fair value, prescribes
methods for measuring fair value, and establishes a fair value hierarchy to classify the inputs used in measuring fair
value as follows:

Level 1-Inputs are unadjusted quoted prices in active markets for identical assets or liabilities available at the
measurement date.

Level 2-Inputs are unadjusted quoted prices for similar assets and liabilities in active markets, quoted prices for
identical or similar assets and liabilities in markets that are not active, inputs other than quoted prices that are
observable, and inputs derived from or corroborated by observable market data.

Level 3-Inputs are unobservable inputs which reflect the reporting entity s own assumptions on what assumptions the
market participants would use in pricing the asset or liability based on the best available information.

The carrying amounts reported in the balance sheets for cash, accounts receivable, notes payable, and accounts
payable and accrued expenses approximate their fair market value based on the short-term maturity of these
instruments.
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The following table presents assets and liabilities that are measured and recognized at fair value as of March 31, 2012
on a non-recurring basis:

Total Gains
Description Level 1 Level 2 Level 3 (Losses)
Goodwill $ - $ - $ - $ (202,688)

The following table presents assets and liabilities that are measured and recognized at fair value as of March 31, 2011
on a non-recurring basis:

Total Gains
Description Level 1 Level 2 Level 3 (Losses)

The standard issued by the FASB concerning the fair value option for financial assets and liabilities became effective
for the Company on January 1, 2008. The standard establishes a fair value option that permits entities to choose to
measure eligible financial instruments and certain other items at fair value at specified election dates. A business
entity shall report unrealized gains and losses on items for which the fair value options have been elected in earnings
at each subsequent reporting date. For the periods ended March 31, 2012 and 2011 there were no applicable items on
which the fair value option was elected.

f. Revenue Recognition

PCS recognizes revenue for its two revenue streams: Product (Learning Labs) and Licensing in accordance with
generally accepted accounting standards pertaining to revenue recognition of single unit and/or multiple deliverables.

The Company recognizes product revenue in accordance with generally accepted accounting standards, which is
codified under FASB ASC Topic 605 Revenue Recognition, under which revenue is recognized when it is realizable
and when earned.

Licensing Revenue is in relation to the sales of the learning labs. This revenue is based on a contractual term of one
year, which begins when the physical lab is shipped to the customer. Should the customer terminate the licensing prior
to the expiration of the contract, PCS does not have an obligation to refund any portion of the fees. As such, revenue is
amortized and recorded over the life of the contractual license, in accordance with generally accepted accounting
standards.
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g. Goodwill

Goodwill represents the excess of the cost of PCS LabMentors' acquisition over the net of the amounts assigned to the
assets acquired and liabilities assumed. The Company accounts for its goodwill in accordance with generally accepted
accounting standards, which requires the Company to test goodwill for impairment annually or whenever events or
changes in circumstances indicate that the carrying value of an asset may not be recoverable, rather than amortize.

The entire goodwill balance of $202,688 at March 31, 2012, which is not deductible for tax purposes due to the
purchase being completed through the exchange of stock, is related to the Company s acquisition of PCS LabMentors
in November 2005. Included within this amount of goodwill are capital costs associated with the acquisition.

The capitalized costs were incurred for accounting, consulting and legal fees associated with the transaction. With the
acquisition of PCS LabMentors, the Company gained LabMentors significant interest in the technical college market
and increased the Company s products available for sale to educational outlets. The Company also obtained the
information technology and programming expertise of LabMentors workforce, gained additional cost optimization and
gained greater market flexibility in optimizing market information and access to collegiate level sales.

Generally accepted accounting standards require that a two-step impairment test be performed annually or whenever
events or changes in circumstances indicate that the carrying value of an asset may not be recoverable. The first step
of the test for impairment compares the book value of the Company to its estimated fair value. The second step
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of the goodwill impairment test, which is only required when the net book value of the item exceeds the fair value,
compares the implied fair value of goodwill to its book value to determine if an impairment is required.

The Company undertook a Goodwill impairment review during fiscal years 2012 and 2011. The Company s
evaluation of goodwill completed at March 31, 2012, resulted in a full impairment of the goodwill due to continued
operating losses and lack of growth of the subsidiary. This impairment was recorded as an operating expense of
$202,688. No impairment was recorded at March 31, 2011.

Despite the goodwill impairments described, the Company s Lab Mentors subsidiary has continuing operations and
continues to produce revenue.

h. Business Combinations

There were no business combinations during the fiscal years ended March 31, 2012 and 2011.

i. Principles of Consolidation

The accompanying consolidated financial statements consolidate the accounts of the parent company and its wholly
owned subsidiaries. All significant inter-company accounts and transactions have been eliminated through
consolidation.

|. Provision for Income Taxes

The Company accounts for income taxes under the asset and liability method, which requires the recognition of
deferred tax assets and liabilities for the expected future tax consequences of events that have been included in the
financial statements. Under this method, deferred tax assets and liabilities are determined based on the differences
between the financial statements and tax basis of assets and liabilities using enacted tax rates in effect for the year in
which the differences are expected to reverse. The effect of a change in tax rates on deferred tax assets and liabilities
is recognized in income in the period that includes the enactment date.

The Company recorded net deferred tax assets to the extent we believe these assets will more likely than not be
realized. In making such a determination, we consider all available positive and negative evidence, including future
reversals of existing taxable temporary differences, projected future taxable income, and results of recent operations.
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In the event we were to determine that we would be able to realize our deferred income tax assets in the future in
excess of their net recorded amount, we would make an adjustment to the deferred tax asset valuation allowance.

We record uncertain tax positions in accordance with ASC 740 on the basis of a two-step process whereby (1) we
determine whether it is more likely than not that the tax positions will be sustained based on the technical merits of the
position and (2) those tax positions that meet the more-likely-than-not recognition threshold, we recognize the largest
amount of tax benefit that is greater than 50 percent likely to be realized upon ultimate settlement with the related
taxing authority. The Company has no uncertain tax positions to disclose.
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Net deferred tax assets and liabilities consist of the following components as of March 31, 2012 and 2011:

Deferred Tax Assets
NOL carryover
Deferred revenue
Accrued expenses

Idaho ITC

Allowance for Bad Debt
Gross deferred tax assets
Valuation allowance
Net deferred tax asset

Deferred Tax Liabilities

Accumulated depreciation
Other

Gross deferred tax liabilities

Net deferred tax assets (liabilities)
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March 31,
2012 2011

$ 5,254,964 $ 4,167,380
45,752 42,607

25,944 25,801

10,558 10,558

1,874 993
5,339,092 4,247,339
(5,319,531) (4,152,784)

$ 19,561 $ $94,555
$ (19,561) $ (94,555)
$ (19,561) $ (94,555)
$ - $ -

The reconciliation between the Company s effective tax rate on income from continuing operations and the statutory

tax rate is as follows:

Book income
State taxes

Stock for services/expense

Penalties/dues
Options expense
Goodwill

Other

NOL utilization
Valuation allowance

March 31,

2012 2011
$ (668,615) $ (740,569)
(98,329) -
5,758 84,125
3,287 4,204
95,018 132,244
79,048 -
896 7,849
582,937 512,147

$ - $ -

At March 31, 2012 the Company had a net operating loss carry-forward of approximately $13,474,267 that may be
offset against future taxable income. No tax benefit has been reported in the March 31, 2012 consolidated financial
statements since the potential tax benefit is offset by a valuation allowance of the same amount.
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Due to the change in ownership provisions of the Tax Reform Act of 1986, net operating loss carry forward for
Federal income tax reporting purposes are subject to annual limitations. Should a change in ownership occur, the net
operating loss carry-forward may be limited as to use in future years.

The Company and its subsidiary file income tax returns in the United States, Canada, the State of Idaho and the State
of California. The statute of limitations on a Federal tax return is the due date of the tax return plus three years. In the
case of NOLs, the year in which the NOL was generated remains open up to the amount of the NOL until the statute
of limitations expires on the year it was used. PCS Edventures first filed a tax return in 1994. Therefore no statutes
have closed. The Company does not have any unrecognized tax benefits to report in the current period.
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The Company s policy is to recognize interest accrued related to unrecognized tax benefits in interest expense and
penalties in operating expenses.

Canadian tax laws allow a company to recoup a significant amount of research and development costs. As a result, the
Company has continued to conduct its research and development within Fredericton, New Brunswick and continue to
apply for such tax incentives. In addition, income taxes are/will be prepared in accordance with Revenue Canada
guidelines so as to maximize additional incentives, when available.

k. Basic I oss Per Share

The computation of basic loss per share of common stock is based on the weighted average number of shares
outstanding during the period of the financial statements in accordance with generally accepted accounting standards.
Diluted loss per share is equal to basic loss per share as the result of the anti-dilutive nature of the stock equivalents.

For the Years Ended
March 31,
2012 2011

Basic loss per share from operations:

Numerator loss $ (1,966,526) $ (1,901,031)
Denominator - weighted average number of

shares outstanding 43,588,970 41,170,487
Loss per share $ (0.05) $ (0.05)

L. Recently Issued Accounting Pronouncements

During the year ended March 31, 2012, the Company adopted the following:

In September 2011, the Financial Accounting Standards Board (FASB) issued Accounting Standards Update (ASU)
No. 2011-08, Intangibles Goodwill and Other (Topic 350): Testing Goodwill for Impairment. The guidance in ASU
2011-08 is intended to reduce complexity and costs by allowing an entity the option to make a qualitative evaluation
about the likelihood of goodwill impairment to determine whether it should calculate the fair value of a reporting unit.
The amendments also improve previous guidance by expanding upon the examples of events and circumstances that
an entity should consider between annual impairment tests in determining whether it is more likely than not that the
fair value of a reporting unit is less than its carrying amount. Also, the amendments improve the examples of events
and circumstances that an entity having a reporting unit with a zero or negative carrying amount should consider in
determining whether to measure an impairment loss, if any, under the second step of the goodwill impairment test.
The amendments in this ASU are effective for annual and interim goodwill impairment tests performed for fiscal years
beginning after December 15, 2011. Early adoption is permitted, including for annual and interim goodwill

94



Edgar Filing: PCS EDVENTURES COM INC - Form 10-K

impairment tests performed as of a date before September 15, 2011, if an entity s financial statements for the most
recent annual or interim period have not yet been issued. The adoption of this guidance is not expected to have a
material impact on the Company s financial position or results of operations.

In June 2011, the FASB issued ASU 2011-05, Comprehensive Income (Topic 220): Presentation of Comprehensive
Income , which is effective for annual reporting periods beginning after December 15, 2011. ASU 2011-05 will
become effective for the Company on April 1, 2012. This guidance eliminates the option to present the components of
other comprehensive income as part of the statement of changes in stockholders equity. In addition, items of other
comprehensive income that are reclassified to profit or loss are required to be presented separately on the face of the
financial statements. This guidance is intended to increase the prominence of other comprehensive income in financial
statements by requiring that such amounts be presented either in a single continuous statement of income and
comprehensive income or separately in consecutive statements of income and comprehensive income. The adoption of
ASU 2011-05 is not expected to have a material impact on our financial position or results of operations.

In May 2011, the FASB issued ASU 2011-04, Fair Value Measurement (Topic 820): Amendments to Achieve
Common Fair Value Measurement and Disclosure Requirements in U.S. GAAP and IFRSs , which is effective for
annual
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reporting periods beginning after December 15, 2011. This guidance amends certain accounting and disclosure
requirements related to fair value measurements. Additional disclosure requirements in the update include: (1) for
Level 3 fair value measurements, quantitative information about unobservable inputs used, a description of the
valuation processes used by the entity, and a qualitative discussion about the sensitivity of the measurements to
changes in the unobservable inputs; (2) for an entity s use of a nonfinancial asset that is different from the asset s
highest and best use, the reason for the difference; (3) for financial instruments not measured at fair value but for
which disclosure of fair value is required, the fair value hierarchy level in which the fair value measurements were
determined; and (4) the disclosure of all transfers between Level 1 and Level 2 of the fair value hierarchy. ASU
2011-04 will become effective for the Company on April 1, 2012. The adoption of ASU 2011-04 is not expected to
have a material impact on our financial position or results of operations.

In December 2010, the FASB issued FASB ASU No. 2010-28, When to Perform Step 2 of the Goodwill Impairment
Test for Reporting Units with Zero or Negative Carrying Amounts, which is now codified under FASB ASC Topic
350, Intangibles Goodwill and Other. This ASU provides amendments to Step 1 of the goodwill impairment test for
reporting units with zero or negative carrying amounts. For those reporting units, an entity is required to perform Step
2 of the goodwill impairment test if it is more likely than not that a goodwill impairment exists. When determining
whether it is more likely than not that a goodwill impairment exists, an entity should consider whether there are any
adverse qualitative factors, such as a significant deterioration in market conditions, indicating an impairment may
exist. FASB ASU No. 2010-28 is effective for fiscal years (and interim periods within those years) beginning after
December 15, 2010. Early adoption is not permitted. Upon adoption of the amendments, an entity with reporting units
having carrying amounts which are zero or negative is required to assess whether it is more likely than not the
reporting unit s goodwill is impaired. If the entity determines impairment exists, the entity must perform Step 2 of the
goodwill impairment test for that reporting unit or units. Step 2 involves allocating the fair value of the reporting unit
to each asset and liability, with the excess being implied goodwill. An impairment loss results if the amount of
recorded goodwill exceeds the implied goodwill. Any resulting goodwill impairment should be recorded as a
cumulative-effect adjustment to beginning retained earnings in the period of adoption. Adoption of this ASU did not
have a material impact on our financial statements.

m. Educational Software

Educational software was purchased by the Company as a part of its acquisition of 511092 N.B. LTD. In addition, the
Company has internally developed education computer programs and student exercises to be accessed on the Internet.
In accordance with financial accounting standards pertaining to internally developed software, the costs associated
with research and initial feasibility of the programs and student exercises are expensed as incurred. Once economic
feasibility has been determined, the costs to develop the programs and student exercises are capitalized until the
software is ready for sale. At that point, the development costs are reported at the lower of unamortized cost or net
realizable value. Capitalized programs and student exercise inventory items are amortized on a straight-line basis over
the estimated useful life of the program or exercise, generally 24 to 48 months.

The Company evaluates its purchased intangibles for possible impairment on an ongoing basis. When impairment
indicators exist, the Company will perform an assessment to determine if the intangible asset has been impaired and to
what extent. The assessment of purchased intangibles impairment is conducted by first estimating the undiscounted
future cash flows to be generated from the use and eventual disposition of the purchased intangibles and comparing
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this amount with the carrying value of these assets. If the undiscounted cash flows are less than the carrying amounts,
impairment exists and future cash flows are discounted at an appropriate rate and compared to the carrying amounts of
the purchased intangibles to determine the amount of the impairment.

The Company reassessed the acquired assets at March 31, 2012 and recognized $92,468 of impairment of intangible
assets pertaining to the education software acquired with and subsequently developed at LabMentors. For the year
ended March 31, 2012, the Company recorded amortization of these intangible assets of $101,379.

Despite the asset impairments described, the Company s Lab Mentors subsidiary has continuing operations and
continues to produce revenue.
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n. Intellectual Property

The Company's intellectual property consists of capitalized costs associated with the development of the Internet
software and delivery platform developed by the Company to enable access to the various educational programs and
exercises developed by the Company. In accordance with generally accepted accounting standards as discussed
previously regarding inventory, the initial costs associated with researching the delivery platform and methods were
expensed until economic feasibility and acceptance were determined. Thereafter, costs incurred to develop the Internet
online delivery platform and related environments were capitalized until ready for sale. Costs incurred thereafter to
maintain the delivery and access platform are expensed as incurred. These capitalized costs are being amortized on a
straight-line basis over the estimated useful life of the Company s delivery and access platform, which has been
determined to be 60 months.

0. Property and Equipment

Property and equipment are recorded at cost and are being depreciated for financial accounting purposes on the
straight-line method over their respective estimated useful lives ranging from three to seven years. Upon retirement or
other disposition of these assets, the cost and related accumulated depreciation are removed from the accounts and the
resulting gains or losses are reflected in the results of operations.

Expenditures for maintenance and repairs are charged to operating expense. Renewals and betterments are capitalized.

p. Finished Goods Inventory

Finished goods inventory is composed of items produced in-house, as well as items from outside suppliers. These
items include, but are not limited to, K NEX manipulatives, fischertechnik® manipulatives, Eduwise manipulatives,
LEGO® manipulatives, digital media equipment, furniture units, curriculum, blocks, PCS Academy of Science®
science kits, poster packs, and other miscellaneous items used in our various labs. Our inventory is carried at the
lower of cost or market and valued using the average cost method for each item. In addition, we have established a
reserve for obsolete and slow moving items.

g. Stock Options and stock grants

Effective January 1, 2006, the Company accounts for stock issued for employee benefits and goods and services
received from non-employees in accordance with generally accepted accounting standards. The Company is required
to recognize expense of options or similar equity instruments including restricted share plans, performance-based
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awards, share appreciation rights, and employee share purchase plans. Application of this standard requires significant
judgment regarding the assumptions used in the selected option-pricing model, including stock price volatility and
employee exercise behavior.

Most of these inputs are either highly dependent on the current economic environment at the date of grant or
forward-looking over the expected term of the award.

The Company accounts for shares issued to employees and others based upon the closing price of our common stock
at the grant date.

The Company has granted options and warrants to purchase PCS Edventures!.com common stock. These instruments
have been valued using the Black-Scholes model and are fully detailed in Note 12.
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NOTE S - FIXED ASSETS

Assets and depreciation for the period are as follows:

March 31,
2012 2011
Computer/office equipment $ 10,112 $ 6912
Server equipment 154,107 182,800
Software 127,355 127,355
Accumulated depreciation (234,682) (208,577)
Total Fixed Assets $ 56,892 $ 108,490

Fixed Asset depreciation expense for the years ended March 31, 2012 and 2011 was $25,930 and $40,842,
respectively.

Due to continued operating losses and lack of growth of the Canadian subsidiary, LabMentors, the Company
recognized an impairment charge in the amount of $26, 731 to write down server equipment.

NOTE 6 - COMMON AND PREFERRED STOCK TRANSACTIONS

Common Stock

During the fiscal year ended March 31, 2012, the Company issued 877,810 shares of common stock as additional
compensation to employees. The per share value ranged from $0.03 to $0.49 for a net value of $92,052 based on the
closing price of the Company s common stock on the date of grant. Of the 877,810 shares issued 45,546 were issued in
payment of amounts accrued as of March 31, 2011, with a value of $8,623. As of March 31, 2012, a shares payable in
the amount of $2,426 has been accrued, representing 48,522 shares that will be issued in future periods.

During the fiscal year ended March 31, 2012, the Company issued 27,662 shares of common stock as a bonus to
employees. The per share value was $0.21 for a net value of $5,809 based on the closing price of the Company s
common stock on the date of grant.

During the fiscal year ended March 31, 2012, the Company issued 767,863 shares of common stock for services. The
per share value ranged from $0.03 to $0.45 for a net value of $96,068 based on the closing price of the Company s
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common stock on the date of grant. Of the 767,863 shares issued, 26,475 were issued in payment of amounts accrued
at March 31, 2011 with a value of $5,295. During the period, $107,255 has been accrued in stock payable, and shares
valued at $96,068 have been issued from stock payable for a net reduction in stock payable for services the amount of
$11,187. As of March 31, 2012, a shares payable in the amount of $16,481 has been accrued, representing 329,627
shares that will be issued in future periods.

During the fiscal year ended March 31, 2012, the Company received $39,000 for the exercise of 260,000
outstanding warrants.

During the fiscal year ended March 31, 2012, the Company issued 50,000 shares of restricted Rule 144 common stock
to an officer, at $0.10 per share. The officer purchased the restricted Rule 144 common stock for cash in fiscal year
2011 and the purchase was included in Stock Payable during the year ended March 31, 2011 in the amount of $5,000.

During the fiscal year ended March 31, 2012, the Company issued 30,000 shares of restricted Rule 144 common stock
to a consultant at $0.10 per share. The consultant had purchased the restricted Rule 144 common stock for cash in
fiscal year 2011 and the purchase was included in Stock Payable during the year ended March 31, 2011 in the amount
of $3,000.
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During the fiscal year ending March 31, 2012, the Company recognized $106,366 in debt discount as an increase to
stockholders equity pursuant to the terms of convertible promissory notes issued with attached warrants. The debt
discount consists of a beneficial conversion feature and attached warrants. See Note 7.

During the fiscal year ended March 31, 2012, the Company expensed amounts related to stock options granted in the
current period as well as prior periods valued at $147,058.

During the fiscal year ended March 31, 2012, the Company expensed amounts related to warrants granted to holders
of promissory notes as consideration in exchange for an extension of the maturity date of the notes valued at $90,211.

During the fiscal year ended March 31, 2012, the Company recognized restricted stock units payable to
non-management directors for services rendered at a rate of one share of common stock for each restricted stock unit.
Each restricted stock unit is valued at $0.85, based on the closing price of the Company s common stock at the date of
grant. These restricted stock units were awarded to non-management directors in RSU agreements on September 23,
2010. These agreements called for payment of current year director fees, $30,000 per non-management director, of
which there were three, via issuance of restricted stock units over a vesting period of not less than twelve months, and
require continued service for twelve months and re-election at the next annual shareholder meeting. The resulting
expense of $90,000 was recognized ratably over the service period. During the fiscal year ended March 31, 2012,
176,472 shares were issued in satisfaction of RSU s for which the 12 month service and re-election requirements were
met. These shares were valued at the market value on the date these requirements were met, resulting in a value of
$38,824. Stock Payable was reduced by a total of $90,000, a portion of which ($52,500) was expensed in the period
ended March 31, 2011. A gain of $51,176 was recognized upon the settlement of the amount owed. The gain was
calculated as the difference between the value of the stock on the date the service requirements were met, $38,824,
and the amount expensed over the service period, $90,000. A similar award was made for fiscal year 2012. The
Company accrued an amount of $52,500 during the period related to shares subscribed for services performed.

During the fiscal year ended March 31, 2012, the Company granted 200,000 shares of restricted stock to an officer.
Shares are immediately forfeited if the officer is not an employee of the Company at the date that Rule 144 of the
current rules of the Securities and Exchange Commission provides that the restrictions are removed and the restricted
stock may be registered or otherwise qualified for sale. The stock certificate was issued and is being held at PCS until
the shares are fully vested in April 2012. The shares vest over a six-month period and are valued at $.11 per share
which represents the fair market value at the date of grant in accordance with the 2009 Equity Incentive Plan. The
value of the shares is being amortized over the vesting period in the amount of $3,667 per month.

During the fiscal year ended March 31, 2011, the Company issued 50,000 shares of common stock upon exercise of
employee stock options and received cash proceeds of $27,000.
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During the fiscal year ended March 31, 2011, the Company issued 149,819 shares of common stock upon exercise of
employee stock options issued in cashless transactions.

During the fiscal year ended March 31, 2011, the Company issued 279,707 shares of common stock as additional
compensation to employees. The per share value ranged from $0.13 to $0.90 for a net value of $129,107 based on the
closing price of the Company s common stock on the date of grant. Of the 279,707 shares issued 9,312 were issued in
payment of amounts accrued as of March 31, 2010, with a value of $7,806.

During the fiscal year ended March 31, 2011, the Company issued 707,876 shares of common stock for services. The
per share value ranged from $0.12 to $0.81 for a net value of $233,251 based on the closing price of the Company s
common stock on the date of grant. Of the 707,876 shares issued, 33,196 were issued in payment of amounts accrued
at March 31, 2010 with a value of $28,439. During the period, $194,124 has been accrued in stock payable, and
shares valued at $208,645 have been issued from stock payable for a net reduction in stock payable for services the
amount of $14,521. As of March 31, 2011, a shares payable in the amount of $13,918 has been accrued, representing
72,021 shares that will be issued in future periods.

During the year ended March 31, 2011, the Company issued 1,705,414 shares of common stock for $600,000 in cash.
For every three shares of the first 750,000 shares of common stock purchased, the purchaser received one warrant
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that entitles the holder to purchase one share of common stock at a price of $0.60 per share and expires two years from
the date issued. For every 2.55 shares of the next 955,414 shares of common stock purchased, the purchaser received
one PCS warrant that entitles the holder to purchase one share of common stock at a price of $0.20 per share and
expires two years from the date issued. A total of 625,000 warrants were issued, with a relative fair market value of
$115,109. The warrants were valued using the Black Scholes Valuation Model using the stock price on the date of
grant, discount rates ranging from 0.46% to 0.81%, and volatility ranging from 102% to 116%.

During the year ended March 31, 2011, the Company expensed amounts related to stock options granted in the current
and prior periods totaling $339,088.

During the fiscal year ended March 31, 2011, the Company converted 105,882 restricted stock units ( RSUs ) to
common stock for non-management directors for services rendered at a rate of one share of common stock for each
restricted stock unit. Each common stock share is valued at $0.85, based on the closing price of the Company s
common stock at the date of RSU grant. In addition, the non-management directors were issued new RSU agreements
on September 23, 2010. These agreements call for payment of current year director fees via issuance of restricted
stock units over a vesting period of not less than twelve months, and require continued service for twelve months and
re-election at the next annual shareholder meeting. Each restricted stock unit is valued at $0.51, based on the closing
price of the Company s common stock at the date of grant. As of March 31, 2011, $52,500 is accrued under Stock
payable.

During the year ended March 31, 2011, the Company recognized $132,410 as an increase to stockholders equity due
to a debt discount pursuant to the terms of convertible promissory notes issued with attached warrants. The debt
discount consists of a beneficial conversion feature valued at $58,000 and attached warrants valued at $74,410 using
the Black-Scholes Valuation Model. The warrants were valued using the stock price on the date of grant, discount
rates ranging from 1.29% to 1.31%, and volatility approximating 130%. The value of the debt discount is accreted up
to the face value of the promissory note over the term of the note using the effective interest method.

b. Preferred Stock

The Company has 20,000,000 authorized shares of preferred stock. As of March 31, 2012 there are no preferred shares
issued or outstanding.

NOTE 7 - NOTES PAYABLE

Notes payable consisted of the following at March 31, 2012 and March 31, 2011
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March 31,
2012 2011
Notes Payable $ 283,668 $ 100,000
Line of Credit 36,335 -
Convertible Notes 315,000 215,000
Debt discount - (125,607)
Total Notes Payable $ 635,003 $ 189,393

Notes Payable

On April 11, 2011, the Company repaid that certain note dated March 7, 2011, in the amount of $101,458. The
payment consisted of $100,000 in principal and $1,458 in interest. The interest paid included $1,000 that was accrued
as of March 31, 2011, in Accrued Expenses and was expensed in the previous period. The interest rate was fifteen
percent (15%) per annum. The note was accompanied by a warrant to purchase 100,000 shares of restricted Rule 144
common stock at $0.17 per share. The warrant expires 36 months from date of funding. This fair value of the warrant
was recorded as a debt discount and amortized over the term of the loan using the effective interest method. The
warrant was evaluated for embedded derivatives in accordance with ASC 815 and was found to not include any
embedded derivatives. The warrant was valued using the Black Scholes Valuation Model. The total value of the
discount pertaining to this note was $10,931.
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On December 30, 2011, the Company entered into a Note Payable in the amount of $30,000. The note bears interest
at ten percent (10%) per annum and was due on February 28, 2012. This note was subsequently extended to July 31,
2012.

On January 6, 2012 the Company entered into a promissory note in the amount of $35,000. The note paid interest at
ten percent (10.0%) per annum. The note was due and payable with accrued interest on or before March 6, 2012 and
was secured by certain accounts receivable of the Company. Upon collection of the pledged receivables the amount
was rolled into a new Promissory Note dated January 26, 2012 in the aggregate amount of $175,000 with interest
payable at fifteen percent (15%) per annum. This note was due and payable on or before April 10, 2012. The
aggregate amount of $175,000 plus accrued interest was paid in full on April 18, 2012 upon receipt of the receivable
related to the pledged purchase order used to secure the January 26, 2012 note. The January 26, 2012 note included
attached warrants to purchase 175,000 shares of restricted Rule 144 common stock at a rate of $0.12 per share for the
first 18 months and $0.18 per share for the remaining 18 months. The warrants expire 36 months from date of
agreement. . The warrants were evaluated for embedded derivatives in accordance with ASC 815 and were found to
not include any embedded derivatives. The warrants attached to the note were valued using the Black Scholes
Valuation Model, resulting in a fair value of $8,006.

On January 13, 2012 the Company entered into two separate promissory notes in the amount of $35,000 each for an
aggregate amount of $70,000. The notes bear interest at nine percent (9%) per annum and are due and payable on or
before January 10, 2013. Minimum monthly payments of 1.5% of the loan balances are required and are submitted to
Lenders financial institution. Principal payments of $1,332 had been paid as of March 31, 2012.

On March 14, 2012 the Company entered into a promissory note for $10,000. The note bears interest at ten percent
(10%) and is due and payable on or before April 30, 2012. This note was subsequently extended and is due and
payable on or before July 31, 2012.

Line of Credit

On September 13, 2011, the Company drew down a line of credit at a financial institution in the amount of $39,050.
The line of credit bears interest at 17.5% per annum. The Company makes variable monthly payments. During the
twelve months ended March 31, 2012, the Company had repaid $2,715 of principal.

Convertible Notes

On March 31, 2011, the Company entered into several convertible promissory notes in the aggregate amount of
$215,000. The notes are convertible into common stock at a rate of $0.15 per share. The notes bear interest at ten
percent (10.0%) per annum and include attached warrants to purchase two shares of restricted Rule 144 common stock
for every dollar loaned, at a rate of $0.15 per share, for an aggregate total of 430,000 restricted Rule 144 common
shares. The Notes were due on June 29, 2011, and are secured by that portion or percentage of the Borrower s

106



Edgar Filing: PCS EDVENTURES COM INC - Form 10-K

Intellectual Property which the principal amount of the Note bears to the fair market value of all Intellectual Property
of the Borrower. Intellectual Property of the Borrower is defined to mean all trademarks, registered or unregistered,
marks, logos, business names, proprietary computer software, curriculum, copyrighted material, registered or
unregistered, trade names, patents and patent applications, and all general intangibles relating to the foregoing.
Notwithstanding the foregoing, Intellectual Property shall not include any license, property or contract right the
granting of a security in which would be prohibited by law or contract. The warrants expire 36 months from date of
agreements. The notes were evaluated for embedded derivatives in accordance with ASC 815 and were found to not
include any embedded derivatives. The Company recognized a discount on the debt issued, which was composed of
an embedded beneficial conversion feature and attached warrants. The Company measured the beneficial conversion
feature by allocating a portion of the proceeds equal to the intrinsic value of the feature to additional paid-in-capital.
The intrinsic value of the feature was calculated on the commitment date using the effective conversion price of the
notes. This intrinsic value is limited to the portion of the proceeds allocated to the notes, and was calculated as
$58,000. The warrants attached to the notes were valued using the Black Scholes Valuation Model, resulting in a fair
value of $63,479.

The Company extended the due date on the Convertible Notes Payable dated March 31, 2011 in the aggregate amount
of $215,000. These notes were originally due on June 29, 2011 and subsequently extended to October 27, and
November 27, 2011. In consideration for the first note extension, the Company issued an additional 430,000 in
restricted Rule 144 common stock warrants. The restricted Rule 144 common stock warrants allow for the purchase of
one share of
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restricted Rule 144 common stock at $0.15 per restricted Rule 144 common stock warrant. The warrants expire 36
months from the date of the original warrant agreement. The fair market value of these warrants was calculated using
the Black Scholes Valuation Model, resulting in an expense of $61,995 during the quarter ended June 30, 2011. On
February 10, 2012, the notes were extended to August 25, 2013, with repayments to be made quarterly beginning in
May, 2012, in the amount of $40,000 per quarter with the remaining balance due in August 2013. No additional
warrants were issued in connection with the subsequent extensions. The May 2012 payments have not been paid and
at this time the payments on the Notes are past due. No notice of default has been executed and the Company is
negotiating with the Note Holders with respect to these payments. At the Lender s sole option, Lenders may elect to
receive payment of their respective Note and all accrued interest in restricted common stock of the Borrower at the
price per share of said common stock at same rate as the warrants.

On June 20, 2011 the Company entered into a convertible promissory note in the amount of $100,000. The note paid
interest at ten percent (10.0%) per annum and included attached warrants to purchase two shares of restricted Rule 144
common stock for every dollar loaned, at a rate of $0.15 per share, for a total of 200,000 restricted Rule 144 common
shares. The Note was due on August 20, 2011. At the Lender s sole option, Lender could elect to receive payment of
this Note and all accrued interest on the due date in restricted Rule 144 common stock of the Borrower at the price per
share of said restricted Rule 144 common stock at same rate as the warrants. The warrants expire 36 months from date
of agreement. The note was evaluated for embedded derivatives in accordance with ASC 815 and was found to not
include any embedded derivatives. The Company recognized a discount on the debt issued, which was composed of
an embedded beneficial conversion feature and attached warrants. The Company measured the beneficial conversion
feature by allocating a portion of the proceeds equal to the intrinsic value of the feature to additional paid-in-capital.
The intrinsic value of the feature was calculated on the commitment date using the effective conversion price of the
notes. This intrinsic value is limited to the portion of the proceeds allocated to the notes, and was calculated as
$63,862. The warrants attached to the notes were valued using the Black Scholes Valuation Model, resulting in a fair
value of $36,138. On September 30, 2011 the due date of this note was extended to November 1, 2011 at the same ten
percent (10.0%) per annum rate. As part of the extension specific accounts receivable were pledged as collateral on
the note and as consideration for the extension, additional warrants to purchase two shares of restricted Rule 144
common stock for every dollar loaned, at a rate of $0.15 per share, for a total of 200,000 restricted Rule 144 common
shares were granted to the Lender. The attached warrants were valued using the Black Scholes Valuation Model,
resulting in a fair value of $28,216 that was expensed at date of issue. The note was repaid in full on November 7,
2011, the same day as the receivable that had been pledged as collateral was collected.

On February 29, 2012 the Company entered into three separate convertible promissory notes in the aggregate amount
of $100,000. The notes bear interest at ten percent (10.0%) per annum and are due on May 30, 2012. At the sole
option each respective Lender, the outstanding balance of the Notes may be converted into shares of Rule 144
Restricted Common Stock of the Borrower at a price per share of $ .05. In the event Lender elects to convert any
outstanding balance due under this Note into such shares, Lender shall give written notice to the Borrower seven (7)
days prior to the effective date of such exercise. At Borrower s sole option, Borrower may elect to pay Lender in cash
up to one-half (1/2) of the then principal and interest due under the Note. In such event, the remaining balance of
principal and interest shall be converted as provided under the Note agreement. The notes were evaluated for
embedded derivatives in accordance with ASC 815 and were found to not include any embedded derivatives. Two
Notes in an aggregate amount of $50,000 were extended and are now due and payable on July 31, 2012. On June 14,
2012 the third Note, in the amount of $50,000, was converted into 1,028,770 shares of our restricted common stock in
accordance with the terms of the Convertible Promissory Note.
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The total amount of the debt discounts calculated upon issuance of all promissory notes during fiscal years 2012 and
2011 were $106,366 and $132,410, respectively. Total amortization of the debt discount of $231,973 and $6,803 was
charged to interest expense during the years ended March 31, 2012 and 2011, respectively. Amortization of the debt
discount is calculated using the effective interest method.
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NOTE 8 - COMMITMENTS AND CONTINGENCIES

a. Operating [.ease Obligation
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The Company leases its main office under a non-cancelable lease agreement accounted for as an operating lease. The
lease expires in May 2012. Rent expense for the corporate offices was $127,251 and $120,875 for the years ended
March 31, 2012 and 2011, respectively, under this lease arrangement. This lease was extended for 13 months
beginning June 1, 2012.

The Company leases additional warehouse space in Boise, Idaho. This warehouse space consists of approximately
2,880 square feet. The lease expires in June 2012. Rent expense for the warehouse was $16,800 and $17,736 for the
years ended March 31, 2012 and 2011, respectively. This lease was extended for 24 months beginning July 1, 2012.

Effective March 31, 2010, the Company relinquished its leased space for the LabMentors subsidiary located in
Fredericton, New Brunswick, Canada. For the period April 2010 through September 2010 the employees of
LabMentors worked from their respective homes. There was no rent expense during that period. Effective October
2010 LabMentors entered into a five year office lease. The rent is to be paid in Canadian dollars (CAD). Rent
expense, converted to USD, for LabMentors was $18,457 and $8,373 for the years ended March 31, 2012 and 2011,
respectively. This lease was cancelled effective July 1, 2012. Employees will be working from their respective
homes until a new lease is negotiated.

Minimum lease obligation
over the next 5 years

Amount
Fiscal Year (USD)
2013 128,402
2014 41,941
2015 3,975
2016 -
2017 -

b. Litigation

(i) On January 3, 2012, the U.S. District Court for the District of Idaho signed the Final Judgment in the Securities
and Exchange Commission (the SEC ) case pursuant to the Consent that the Company and Mr. Anthony Mabher, its
former CEQ, had previously executed. Without admitting or denying the allegations of the Complaint, the Company
and Mr. Maher consented to the entry of the Final Judgment which, among other things: permanently restrained and
enjoined the Company from violations of, and permanently restrained and enjoined Mr. Maher from aiding and
abetting violations of, Section 13(a) of the Securities Exchange Act of 1934 (the Exchange Act ) and Rules 12b-20,
13a-1, and 13a-11 thereunder; permanently restrained and enjoined Mr. Maher from violations of Section 10(b) of the
Exchange Act and Rule 10b-5 thereunder; permanently restrained and enjoined Mr. Maher from violations of Section
13(a) of the Exchange Act and Rule 13a-14 thereunder; barred Mr. Maher from serving as an officer or director of any
issuer that has a class of securities registered pursuant to Section 12 of the Exchange Act, as amended, or that is
required to file reports pursuant to Section 15(d) of the Exchange Act, for a period of five years from the date of the
entry of the Final Judgment; and ordered Mr. Maher to pay a civil penalty in the amount of $100,000 to be paid in
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equal quarterly amounts of $25,000. There were no monetary sanctions imposed against the Company.

(i1) Class Action Lawsuit: The Company, along with its former CEO and former CFO, was named in a class action
lawsuit (Niederklein v. PCS Edventures!.com. Inc.. et al., U.S. District Court for the District of Idaho, Case
1:10-cv-00479-CWD). The class action was brought on behalf of shareholders who purchased shares of the
Company s common stock during the period between March 28, 2007 and August 15, 2007. In September, the
Company announced that it had entered into an agreement to settle the class action lawsuit, subject to further
proceedings and approval by the Court. While the Company denies the allegations made in the class action lawsuit,
the settlement was entered to eliminate the burden and expense of further litigation. On October 5, 2011, the Court
granted preliminary approval to the settlement, and approved the notices that were sent to potential class members. At
the Settlement Fairness Hearing on February 22, 2012, the Court gave final approval to the settlement and entered the
Final Judgment and Order of Dismissal With Prejudice. The class action was settled for $665,000, with the
Company s insurance carrier providing most of the
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settlement funds. In accordance with the Court ordered settlement, all settlement funds were paid on or before
February 29, 2012.

c. Contingencies

During the year ended March 31, 2012, the Company worked with the State of California and a private consulting
firm specializing in California State sales and use tax in relation to a review of sales and use tax for our California
customers during the period April 1, 2002 through June 30, 2011. During this period, there was an estimated $0.6
million in reportable sales in which the Company did not file or collect sales and use tax, as required by California
State law. The review determined that approximately $60,000 in prior period sales and use tax, including interest and
late fees, was due to the California State Board of Equalization ( BOE ) as of June 30, 2011. Of this amount the
Company was successful in collecting approximately $41,000 from prior customers. A check in the amount of
$41,473was mailed to the BOE on August 31, 2011 and applied against the liability leaving a balance of $7,146 in
sales and use tax and $13,316 in interest. The Company was able to work with the BOE to have all penalties allotted,
relieved from the account. The estimated recognized loss due to the inability to collect from customers was decreased
to adjust the reported loss during fiscal year 2011 from $30,000 to approximately $7,100 during the quarter ending
September 30, 2011. The company was able to establish a payment plan with the Board of Equalization to begin
payments starting February 20t, 2012 in the amount of $3,542 per month until the remaining balance is paid in full.
The final payment is expected to be paid in July 2012.

NOTE 9 - EDUCATIONAL SOFTWARE

Educational software was purchased by the Company as a part of its acquisition of 511092 N.B. LTD. and
consists of internally developed education computer programs and student exercises to be accessed on the Internet. In
accordance with financial accounting standards pertaining to internally developed software, the costs associated with
research and initial feasibility of the programs and student exercises are expensed as incurred. Once economic
feasibility has been determined, the costs to develop the programs and student exercises are capitalized until the
software is ready for sale. At that point, the development costs are reported at the lower of unamortized cost or net
realizable value. Capitalized programs and student exercise inventory items are amortized on a straight-line basis over
the estimated useful life of the program or exercise, generally 24 to 48 months.

NOTE 10 GOODWILL

The entire goodwill balance of $202,688 at March 31, 2011, which was related to the Company s acquisition of PCS
LabMentors in November 2005 was impaired as of March 31, 2012. The goodwill was not deductible for tax purposes
due to the purchase being completed through the exchange of stock, Included within the amount of goodwill were
capital costs associated with the acquisition. The capitalized costs were incurred for accounting, consulting and legal
fees associated with the transaction. With the acquisition of PCS LabMentors, the Company gained LabMentors
significant interest in the technical college market and increased the Company s products available for sale to
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educational outlets. The Company also obtained the information technology and programming expertise of
LabMentors workforce, gained additional cost optimization and gained greater market flexibility in optimizing market
information and access to collegiate level sales.

Generally accepted accounting standards require that a two-step impairment test be performed annually or whenever
events or changes in circumstances indicate that the carrying value of an asset may not be recoverable. The first step
of the test for impairment compares the book value of the Company to its estimated fair value. The second step of the

goodwill impairment test, which is only required when the net book value of the item exceeds the fair value, compares
the implied fair value of goodwill to its book value to determine if an impairment is required.

The Company undertook a goodwill impairment review during fiscal years 2012 and 2011. After reviewing
current operating losses and future growth potential of the subsidiary, the Company determined that a full impairment
of the goodwill was necessary as of March 31, 2012. This impairment was recorded as an operating expense of
$202,688. No impairment was recorded at March 31, 2011.
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Despite the goodwill impairments described, the Company s Lab Mentors subsidiary has continuing operations and

continues to produce revenue.

NOTE 11 - ACCRUED EXPENSES

Accrued expenses are made up of the following at March 31, 2012 and March 31, 2011.

March 31, March 31,
2012 2011

Credit card debt $ 56,872 $ 39,768
Interest payable 31,915 1,000
Sales tax payable 14,030 105,377
Professional fees: legal,

accounting & other 953 482
BOE printer payout - 2,439
Total accrued expenses $ 103,770 $ 149,066

NOTE 12 - DILUTIVE INSTRUMENTS

Stock Options and Warrants

The Company is required to recognize expense of options or similar equity instruments issued to employees using the
fair-value-based method of accounting for stock-based payments in compliance with the financial accounting standard
pertaining to share-based payments. This standard covers a wide range of share-based compensation arrangements
including share options, restricted share plans, performance-based awards, share appreciation rights, and employee
share purchase plans. Application of this pronouncement requires significant judgment regarding the assumptions
used in the selected option pricing model, including stock price volatility and employee exercise behavior. Most of
these inputs are either highly dependent on the current economic environment at the date of grant or forward-looking

over the expected term of the award.

Total Issued

Issued Cancelled Executed and Outstanding
Balance as of March 31,
2010 20,759,370 7,871,085 8,955,196 3,933,089
Warrants 1,155,000 1,155,000
Common Stock 1,537,285 2,290,000 737,014 (1,489,729)

Not
Exercisable  Vested
3,578,589 354,500
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Balance as of March 31,

2011 23,451,655 10,161,085 9,692,210 3,598,360 2,419,430 1,178,930
Warrants 1,455,000 260,000 1,195,000

Common Stock 275,000 623,751 (348,751)

Balance as of March 31,

2012 25,181,655 10,784,836 9,952,210 4,444,609 3,337,109 1,107,500

During the year ended March 31, 2011, the Company had 737,014 common stock options exercised by employees, for
per share exercise prices ranging from $0.50 to $0.54. Of this amount, 149,819 were issued in a cashless exercise. No
common stock options were exercised during the year ended March 31, 2012.

During the year ended March 31, 2012 and 2011, the Company had 623,751 and 2,290,000 common stock options
cancelled or expired, respectively. Cancellations are, in general, due to employee terminations prior to the common
stock option being fully vested. Expirations are due to common stock options not being purchased prior to the stated
expiration date.

PAGE 55

115



Edgar Filing: PCS EDVENTURES COM INC - Form 10-K

During the year ended March 31, 2012, the Company had 260,000 warrants exercised at a price of $0.15 per share.

On March 31, 2011, the Company issued short term notes payable in the aggregate amount of $215,000 for interest at
10% per annum and purchase warrants of 430,000 shares of common stock. The aggregate notes are collateralized by
the Intellectual Property of the Company whereby the collateral is equal to the portion of the IP that the ratio of the
principal bears to the fair market value of all Intellectual Property of the Company. The stock purchase warrants
expire in 36 months and allow the warrant holders to purchase shares of the Company s common stock at a price of
$0.15 per share. The per share price represented a 25% discount from the closing price of the Company s common
stock on the OTC Bulletin Board on the commencement date of the note. The warrants computed volatility is
130.17%. A risk free interest rate of 1.29% was used to value the warrants. The Company extended the due date on
these Convertible Notes Payable and in consideration for the first note extension the Company issued an additional
430,000 in restricted Rule 144 common stock warrants under the same terms and conditions as the original warrants..

On April 27, 2011, the Company issued contingent warrants to purchase an aggregate of 200,000 shares of restricted
Rule 144 common stock at $0.35 per share. The conversion of the warrants to common stock is based upon the
successful creation of a predetermined sales or distribution agreement that generates recognized revenue in an amount
no less than $250,000. The warrant expires 36 months from date of warrant. Due to the fact that these warrants are
contingently exercisable and the contingency is not resolved, no amount has been recorded for these warrants.

On May 31, 2011, the Company granted 275,000 incentive options to an officer. These options were issued as
additional incentive compensation. The options vest over a six month period and are exercisable at $0.17 per share
which represents the fair market value at the date of grant in accordance with the 2009 Equity Incentive Plan. The
options were valued using the Black-Scholes valuation model. The options have an expected volatility rate of
147.21% calculated using the Company stock price for a two-year period beginning June 24, 2010. A risk free
interest rate of 0.79% was used to value the options. The total value of these options of $36,473.

On June 20, 2011, the Company entered into a convertible promissory note in the amount of $100,000. The note
included attached warrants to purchase two shares of restricted Rule 144 common stock for every dollar loaned, at a
rate of $0.15 per share, for a total of 200,000 restricted Rule 144 common shares. The warrants expire 36 months from
date of agreement. The per share price represented an 11.7% discount from the closing price of the Company s
common stock on the OTC Bulletin Board on the commencement date of the note. The warrants computed volatility
is 159.30%. A risk free interest rate of 0.68% was used to value the warrants using the Black Scholes Model. The
beneficial conversion feature pertaining to the promissory note and attached warrants were valued and a debt discount
of $100,000 was recorded. On September 30, 2011 the due date of this note was extended and as consideration for the
extension, additional warrants to purchase two shares of restricted Rule 144 common stock for every dollar loaned, at
a rate of $0.15 per share, for a total of 200,000 restricted Rule 144 common shares were granted to the Lender. The
per share price represented an 11.7 % discount from the closing price of the Company s common stock on the OTC
Bulletin Board on the commencement date of the note. The warrants computed volatility is 164.98%. A risk free
interest rate of 0.42% was used to value the warrants using the Black Scholes Model. The value of the warrants issued
for the extension of the maturity date was expensed.
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On June 29, 2011, the Company granted a stock purchase agreement to a consultant for 250,000 stock purchase
warrants. Each purchase warrant is convertible into one share of restricted Rule 144 common stock at $0.17 per share.
The purchase warrant is contingent upon the delivery of a signed distribution agreement and receipt of revenue by the
Company in an amount of no less than $250,000 (USD). The warrant expires 36 months from the effective date. Due
to the fact that these warrants are contingently exercisable and the contingency is not resolved, no amount has been
recorded for these warrants.

On January 26, 2012, the Company entered into a promissory note in the amount of $175,000. The note included
attached warrants to purchase 175,000 shares of restricted Rule 144 common stock at a rate of $0.12 per share for the
first 18 months and $0.18 per share for the remaining 18 months. The warrants expire 36 months from date of
agreement. The per share price represented a premium on the $0.05 closing price of the Company s common stock on
the OTC Bulletin Board on the commencement date of the note. The warrants computed volatility is 220.47%. A risk
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free interest rate of 0.31% was used to value the warrants using the Black Scholes Model. The value calculated was
recorded as a debt discount and amortized over the term of the loan.

Between May 17 and May 21 of 2010, the Company sold 750,000 common shares in a non-public offering. The
private offering was fully subscribed by current shareholders and accredited investors who purchased the 750,000
shares of the Company s common stock at a price of $0.60 per share. The price at which the offering was completed
represented a 10% discount from the closing price of the Company s common stock on the OTC Bulletin Board on the
commencement date of the offering. Investors also received common stock purchase warrants equivalent to 33% of
the number of common shares purchased in the offering, or 250,000 common stock purchase warrants. Each common
stock purchase warrant expires in 24 months and allows the warrant holder to purchase shares of the Company s
common stock at a price of $0.60 per share. The warrants computed volatility ranges from a low of 114.88% to a high
of 116.44%. A risk free interest rate, ranging from a low of .76% to a high of .81% was used to value the warrants.

On June 17, 2010, the Company granted 300,000 incentive stock options to an officer. These options were issued as
incentive compensation to the officer. The options were valued using the Black-Scholes valuation model. The
options have an expected volatility rate of 113.82% calculated using the Company stock price for a two-year period
beginning June 17, 2010. A risk free interest rate of .53% was used to value the options. The total value of these
options was $92,897. The options vest over a three-year period and are exercisable at $.60 per share, which represents
the fair market value at the date of grant in accordance with the 2009 Equity Incentive Plan. During the
twelve-months ended March 31, 2011, $25,805 of the total value was expensed.

On June 24, 2010, the Company granted 800,000 incentive options to a select group of employees. These options
were issued as incentive compensation to the employees. The options were valued using the Black-Scholes valuation
model. The options have an expected volatility rate of 114.06% calculated using the Company stock price for a
two-year period beginning June 24, 2010. A risk free interest rate of 0.48% was used to value the options. The total
value of these options was $258,170. The options vest over a three-year period and are exercisable at $.55 per share
which represents the fair market value at the date of grant in accordance with the 2009 Equity Incentive Plan. During
the twelve-months ended March 31, 2011, $69,025 of the total value was expensed.

On July 7, 2010, the Company granted 70,000 incentive stock options to an employee. These options were issued as
additional incentive compensation to the employee. The options were valued using the Black-Scholes valuation
model. The shares have an expected volatility rate of 113.61% calculated using the company stock price for a
two-year period beginning July 7, 2010. A risk free interest rate of .31% was used to value the options. The total
value of these options was $14,768. The options vest at the end of one year, contain a number of performance
conditions and are exercisable at $.65 per share which represents the fair market value at the date of grant in
accordance with the 2009 Equity Incentive Plan. During the twelve-months ended March 31, 2011, $10,461 of the
total value was expensed.

On August 23, 2010, the Company granted 50,000 options to a consultant. These options were issued to the
consultant due to exemplary performance. The shares have an expected volatility rate of 109.81% calculated using the
Company stock price for a two-year period beginning August 23, 2010. A risk free interest rate of .37% was used to
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value the options. The options were valued using the Black-Scholes valuation model. The total value of these options
was $11,988. The options vest over a three-year period, contain a number of performance conditions and are
exercisable at $.71 per share which represents the fair market value at the date of grant in accordance with the 2009
Equity Incentive Plan. During the twelve-months ended March 31, 2011, $2,664 of the total value was expensed.

On August 24, 2010, the Company granted 133,930 incentive options to an employee. These options were issued as
additional incentive compensation. The options were valued using the Black-Scholes valuation model. The shares
have an expected volatility rate of 109.70% calculated using the Company stock price for a two-year period beginning
August 25, 2010. A risk free interest rate of .39% was used to value the options. The options vest over a three-year
period and are exercisable at $.70 per share which represents the fair market value at the date of grant in accordance
with the 2009 Equity Incentive Plan. During the twelve-months ended March 31, 2011, $8,701 of the total value was
expensed.

On September 27, 2010, the Company granted 183,355 incentive options to an officer. These options were issued as
additional incentive compensation to the officer. The options were valued using the Black-Scholes valuation model.
The shares have an expected volatility rate of 107.99% calculated using the Company stock price for a two-year

PAGE 57

119



Edgar Filing: PCS EDVENTURES COM INC - Form 10-K

period beginning September 27, 2010. A risk free interest rate of 1.31% was used to value the options. The total
value of these options was $54,616. The options vested at issuance and are exercisable at $.45 per share which
represents the fair market value at the date of grant in accordance with the 2009 Equity Incentive Plan. During the
twelve-months ended March 31, 2011, the entire value of the options was expensed.

Between November 13 and November 16, 2010, the Company sold 955,414 shares of common stock in a non-public
offering. The private offering was fully subscribed by current shareholders and accredited investors who purchased
955,414 shares of the Company s common stock at a price of $0.16 per share. The price at which the offering was
completed represented a 10% discount from the closing price of the Company s common stock on the OTC Bulletin
Board on the commencement date of the offering. Investors also received common stock purchase warrants
equivalent to 50% of the first 750,000 common shares purchased in the offering, or 375,000 common stock purchase
warrants. Each stock purchase warrant expires in 24 months and allows the warrant holder to purchase shares of the
Company s common stock at a price of $0.20 per share. The warrants computed volatility ranges from a low of
111.41% to a high of 111.47%. A risk free interest rate ranging from a low of .51% to a high of .53% was used to
value the warrants.

On March 7, 2011, the Company issued a short term note payable in the amount of $100,000 for interest at 15% per
annum and a purchase warrant for 100,000 shares of common stock. The common stock purchase warrant expires in
36 months and allows the warrant holder to purchase shares of the Company s common stock at a price of $0.17 per
share. The warrants computed volatility is 127.77%. A risk free interest rate of 1.22% was used to value the warrants.

On March 31, 2011, the Company issued short term notes payable in the aggregate amount of $215,000 for interest at
10% per annum and purchase warrants of 430,000 shares of common stock. The aggregate notes are collateralized by
the Intellectual Property of the Company whereby the collateral is equal to the portion of the IP that the ratio of the
principal bears to the fair market value of all Intellectual Property of the Company. The stock purchase warrants
expire in 36 months and allow the warrant holders to purchase shares of the Company s common stock at a price of
$0.15 per share. The per share price represented a 25% discount from the closing price of the Company s common
stock on the OTC Bulletin Board on the commencement date of the note. The warrants computed volatility is
130.17%. A risk free interest rate of 1.29% was used to value the warrants.

NOTE 13 - RELATED PARTY TRANSACTIONS

During the year ended March 31, 2012, the Company converted 176,472 restricted stock units ( RSUs ) payable to
common stock for non-management directors for services rendered at a rate of one share of common stock for each
restricted stock unit. Each common stock share is valued at $0.51, based on the closing price of the Company s
common stock at the date of grant. In addition, the non-management directors were issued new RSU agreements on
September 14, 2011. These agreements call for payment of current year director fees via issuance of restricted stock
units over a vesting period of not less than twelve months, and require continued service for twelve months and
re-election at the next annual shareholder meeting. Each restricted stock unit is valued at $0.20, based on the closing
price of the Company s common stock at the date of grant. As of March 31, 2012, $52,500 is accrued under Stock
payable.
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During the fiscal year ended March 31, 2012, the Company granted 200,000 shares of restricted stock to an officer.

Shares are immediately forfeited if the officer is not an employee of the Company at the date that Rule 144 of the
current rules of the Securities and Exchange Commission provides that the restrictions are removed and the restricted
stock may be registered or otherwise qualified for sale. The stock certificate was issued and is being held at PCS until
the shares are fully vested in April 2012. The shares vest over a six-month period and are valued at $.11 per share
which represents the fair market value at the date of grant in accordance with the 2009 Equity Incentive Plan. The
value of the shares is being amortized over the vesting period in the amount of $3,667 per month.

During the year ended March 31, 2012 and 2011, the Company issued 27,662 and 69,868, shares of common stock,
respectively, to J. Khoury, an officer of LabMentors, our wholly owned subsidiary, for bonuses for a net value of
$5,809 and $23,906, based on the closing price of our common stock at the grant dates.

On January 1, 2012, the Company executed an at will employment agreement with Anthony Maher, former CEO and
Board member, which rescinds a previous employment agreement dated August 26, 2011. Maher s responsibility as an
employee of the Company shall be to assist the Company, its Chief Executive Officer, Chief Financial Officer and
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Board of Directors in Business Development, Strategic Planning related thereto, the EB-5 Immigration Program,
Corporate Finance, and such other responsibilities as the Company, its Board of Directors, Chief Executive Officer
and Chief Financial Officer may request from time to time with a monthly salary of $7,500 with standard benefits.

On March 16, 2012, the Company executed an employment agreement with Brett A. Newbold as the Company s new
Chief Operating Officer. The agreement is at will after six-months, unless terminated for cause. Mr. Newbold s
responsibility are to increase operating efficiencies, reduce costs as appropriate, direct product development and
increase sales and marketing to support the strategic plan as defined by the Board of Directors and executive
management team. Mr. Newbold will be paid a salary of $5,000 per month with standard benefits. In conjunction
with the employment agreement, the Company granted Mr. Newbold 100,000 shares of restricted common shares of
PCS stock. Said shares are fully vested immediately. In addition to the monthly salary and the aforementioned
100,000 shares of common restricted stock, the Company will issue to Newbold 150,000 shares of Incentive Stock
Options, at the closing price on the date this agreement is effective. Said ISOs shall vest 12 months from the date of
this agreement, contingent upon Newbold s continued employment with the Company and the Company reaching the
incentive defined goal of increasing revenue, increasing operations efficiencies and reducing costs resulting in PCS
achieving a cash flow positive position.

During the fiscal year ended March 31, 2012, the Company entered into various loan transactions with members of the
Board of Directors, shareholders and an employee. The loans were done at arms length and are fully disclosed in Note
7.

On April 8, 2010, the Company recognized 17,045 shares in common stock for C. Andrus, a member of the Board of
Directors, valued at $15,000 at a per share value of $0.88, based on the closing price of our common stock at the grant
date. These shares were issued for the services subsequent to March 31, 2010 and were recognized as an expense and
were included in Stock Payable during the year ended March 31, 2010.

On June 17, 2010, the Company granted 300,000 incentive stock options to an officer. These options were issued as
incentive compensation to the officer. The options were valued using the Black-Scholes valuation model. The
options have an expected volatility rate of 113.82% calculated using the Company stock price for a two-year period
beginning June 17, 2010. A risk free interest rate of .53% was used to value the options. The total value of these
options was $92,897. The options vest over a three-year period and are exercisable at $.60 per share, which represents
the fair market value at the date of grant in accordance with the 2009 Equity Incentive Plan. During the
twelve-months ended March 31, 2011, $25,805 of the total value was expensed.

On September 27, 2010, the Company granted 183,355 incentive options to an officer. These options were issued as
additional incentive compensation to the officer. The options were valued using the Black-Scholes valuation model.
The shares have an expected volatility rate of 107.99% calculated using the Company stock price for a two-year
period beginning September 27, 2010. A risk free interest rate of 1.31% was used to value the options. The total
value of these options was $54,616. The options vested at issuance and are exercisable at $.45 per share which
represents the fair market value at the date of grant in accordance with the 2009 Equity Incentive Plan. During the
twelve-months ended March 31, 2011, the entire value of the options was expensed.
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During the year ended March 31, 2011, the Company had 70,255 common stock options exercised in a cashless
transaction by an officer. The per share values ranged from $0.50 to $0.54, for a net value of $36,946.

During the year ended March 31, 2011, the Company converted 105,882 restricted stock units ( RSUs ) payable to
common stock for non-management directors for services rendered at a rate of one share of common stock for each
restricted stock unit. Each common stock share is valued at $0.85, based on the closing price of the Company s
common stock at the date of grant. In addition, the non-management directors were issued new RSU agreements on
September 23, 2010. These agreements call for payment of current year director fees via issuance of restricted stock
units over a vesting period of not less than twelve months, and require continued service for twelve months and
re-election at the next annual shareholder meeting. Each restricted stock unit is valued at $0.51, based on the closing
price of the Company s common stock at the date of grant. As of March 31, 2011, $52,500 is accrued under Stock
payable.
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The Company s concentration of credit risk consists primarily of trade receivables. In the normal course of business,
the Company provides credit terms to its customers, which generally range from net 30 to 45 days. The Company
performs ongoing credit evaluations of its customers and maintains allowances for possible losses, which, when
realized, have been within the range of management's expectations. The allowance is based on the prior three-year
historical uncollectable accounts as a percentage of sales. Total bad debt allowance as of March 31, 2012 and 2011,
was $4,805 and $3,279, respectively. The bad debt expense for the year ending March 31, 2012 and 2011 was $1,526
and $12,541, respectively.

NOTE 15 OTHER ASSETS

During the year ended March 31, 2009, the Company contracted for the production of a plastic mold (a covering for
the third generation proprietary electronic controller, The Brain ). The Brain is incorporated into the AORC and AOR
products. The cost of the mold was $28,426. The cost is amortized on a per unit basis with a total estimated 10,000
units. As of March 31, 2012, the Company had amortized 2,805 units. Due to usage of the mold being slower than
anticipated an additional amortization charge of $4,592 was recorded during the year ended March 31, 2012 to better
approximate straight-line depreciation. Amortization of the mold is included in cost of sales.

NOTE 16 OTHER INCOME

Other income is made up of the following at March 31, 2012 and March 31, 2011.

2012 2011

) . $
Reimbursement of legal fees (i) $ - 202,820
State of California BOE settlement true-up 23,070 -
SR&ED refund 15,134 -
Recqvery of previously written off 10,186
receivables
Other 2,356 648
Total Other Income $ 50,746 $ 203,468
(1)

Refund for prior year legal expenses related to PCS directors and officers insurance carrier s denial of coverage. See
Item 3. Legal Proceedings or Note 8 (b)(ii).

NOTE 17 - SUBSEQUENT EVENTS
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On April 4, 2012, the Company reconvened the Special Meeting of Shareholders which was adjourned on March 14,
2012, due to lack of a quorum present. Two proposals were submitted to and approved by the Company s
shareholders. The holders of 24,537,546 shares of common stock, representing 55.16% of the outstanding shares
entitled to vote as of the record date and which constituted a quorum, were represented at the meeting in person or by
proxy. Proposal No. 1 increased our authorized no par value common stock from 60,000,000 to 90,000,000. Proposal
No. 2 increased the shares of common stock available for grants, incentive or other purposes under our 2009 Equity
Incentive Plan from 4,000,000 shares to 8,000,000.

The Articles of Amendment to the Second Amended and Restated Articles of Incorporation of the Company were
filed with the Secretary of State, of the State of Idaho effective April 9, 2012.

On April 27, 2012, a Registration Statement on Form S-8 was filed adding the additional 4,000,000 shares to the 2009
Equity Compensation Plan (the Plan ) of PCS Edventures!.com, Inc. (the Company ) and incorporates by reference all
of the information contained in the Company s S-8 Registration Statement filed with the Securities and Exchange
Commission on November 19, 2009 (SEC File No. 333-163232), related to the registration of the initial 4,000,000

shares authorized by the Company s Board of Directors and stockholders for grants, awards and stock issuances under
the Plan.
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On April 18, 2012, we agreed to enter into a Promissory Note with Anthony A. Maher for $25,000 at an annual rate of
7.5% interest. The balance is due in full on or before April 18, 2017.

On April 23, 2012, we entered into a Securities Purchase Agreement with Asher Enterprises, Inc. a Delaware
corporation ( Asher ), whereby we issued an 8% Convertible Promissory Note in an aggregate amount of $32,500,
convertible into shares of Common Stock of the Company at the expiration of six months, at a discount to market of
42% of the Market Price, which means the average of the lowest three (3) Trading Prices for the Common Stock
during the ten (10) Trading Day period ending on the latest complete Trading Day prior to the Conversion Date. The
Convertible Promissory Note has a due date of January 26, 2013; can be pre-paid, subject to varying Optional
Prepayment Date payments ranging from 125% if prepaid during the first 30 days to 150% if prepaid prior to the
expiration of 180 days. Conversion is restricted so that Asher s conversions will not result in an ownership of more
than 4.99% of the outstanding Common Stock of the Company. The Company is at all times required to reserve at
least four times the amount of shares that may be subject to conversion at any time for issuance on conversion. Asher
also has a first right of refusal on any additional funding of up to $100,000.

The Asher documents contain customary representations and warranties, customary affirmative and negative
covenants, customary anti-dilution provisions, and customary events of default that entitle Asher to accelerate the due
date of the unpaid principal amount of, and all accrued and unpaid interest on, the Convertible Promissory Note.

Asher is an accredited investor as that term is defined in Rule 501 of Regulation D of the Securities and Exchange
Commission. These securities were offered and sold pursuant to an exemption from registration under the Securities
Act of 1933, as amended (the Securities Act ), pursuant Section 4(2) thereof.

On June 5, 2012, we entered into a second Securities Purchase Agreement with Asher whereby we issued an 8%
Convertible Promissory Note in an aggregate amount of $28,750, convertible into shares of Common Stock of the
Company under the same terms as the first note dated April 23, 2012.

On June 7, 2012, Leann R. Gilberg, Robert O. Grover and Brett A. Newbold, three of our officers, as well as one
employee shareholder, and one additional shareholder, each converted his/her respective $2,400 Convertible
Promissory Note dated May 3, 2012, into 60,288 shares of our restricted common stock in accordance with the terms
of said Convertible Promissory Notes. Form 4 s were filed for the three officers on June 12, 2012.

On June 13, 2012, our $15,000 Convertible Promissory Note with Anthony A. Maher and our $35,000 Convertible
Promissory Note with Maher Family Partnership, LLP, dated February 29, 2012, were extended from the original
respective due dates of May 31, 2012, to July 31, 2012, under the terms and conditions of the original Promissory
Notes.
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On June 14, 2012, a Convertible Promissory Note Holder and one of our shareholders, converted a $50,000
Convertible Promissory Note dated February 29, 2012, into 1,028,770 shares of our restricted common stock in
accordance with the terms of his Convertible Promissory Note.

On June 14, 2012, we executed a Promissory Note with a Note Holder and one of our shareholders, for $60,000 at
15% interest per annum, secured by seven of our sales orders to finance inventory purchases. The Promissory Note is
due on or before August 14, 2012. There is no conversion feature associated with this Promissory Note.

For the period April 1, 2012, through July 9, 2012, the Company issued 48,522 shares of common stock to employees
as additional benefits. The per share price was determined based upon the closing price on the date of the grant. The
price per share for these issuances was $0.05 for a valuation of $2,426.24. Of the 48,522 shares issued, all shares were
issued in payment of amounts accrued at March 31, 2012 with a value of $2,426.24.

For the period April 1, 2012, through July 9, 2012, the Company issued 281,027 shares of common stock to
consultants for services rendered. The per share price was determined based upon the closing price on the date of the
grant. The price per share for these issuances was $0.05 for a valuation of $14,051.35. Of the 281,027 shares issued,
all shares were issued in payment of amounts accrued at March 31, 2012 with a value of $14,051.35.

PAGE 61

128



Edgar Filing: PCS EDVENTURES COM INC - Form 10-K

Item 9. Changes In and Disagreements With Accountants on Accounting and Financial Disclosure.

Not applicable.

Item 9(A). Controls and Procedures.

Disclosure Controls and Procedures

We maintain disclosure controls and procedures , as the Securities and Exchange Commission ( SEC ) defines such
term. We have designed these controls and procedures to reasonably assure that information required to be disclosed

in our reports filed under the Exchange Act, such as this Form 10-K, is recorded, processed, summarized, and reported
within the periods specified in the SEC s rules and forms. We have also designed our disclosure controls to provide
reasonable assurance that such information is accumulated and communicated to the Chief Executive Officer and
Chief Financial Officer, as appropriate, to allow them to make timely decisions regarding our required disclosures.

Our management, including the Chief Executive Officer and the Chief Financial Officer, has evaluated the
effectiveness of the our disclosure controls and procedures (as defined in Rule 13a-15(e) of the Securities Exchange
Act of 1934) as of March 31, 2012. Based on this evaluation, the Chief Executive Officer and the Chief Financial
Officer concluded that our Company s disclosure controls and procedures, including the accumulation and
communication of disclosures to the Company s Chief Executive Officer and Chief Financial Officer as appropriate to
allow timely decisions regarding required disclosure were not effective as of this date to provide reasonable assurance
that information required to be disclosed by us in the reports that we file or submit under the Exchange Act is
recorded, processed, summarized and reported within the time periods specified by the SEC s rules and forms. The
Company s year-end closing process did not adequately ensure that all transactions were accounted for in accordance
with GAAP and that required adjustments were made to the financial statements to prevent them from being
materially misstated. Management acknowledges that as a smaller reporting entity, it is difficult to have adequate
accounting staff to perform appropriate additional reviews of the financial statements. In addition, two personnel
positions turned over in the finance area just prior to year-end and training new personnel has taken time.

Management s Report on Internal Control Over Financial Reporting.

Our management is responsible for establishing and maintaining adequate internal control over financial reporting (as
defined in Rule 13a-15(f) under the Exchange Act). Our internal control over financial reporting is a process designed
to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial
statements for external purposes.
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Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements.

Therefore, even those systems determined to be effective can provide only reasonable assurance of achieving their
control objectives. Our management, including our Chief Executive Officer, does not expect that our disclosure
controls and procedures or our internal controls will prevent all error or fraud. A control system, no matter how well
conceived and operated, can provide only reasonable, not absolute, assurance that the objectives of the control system
are met. Further, the design of a control system must reflect the fact that there are resource constraints and the
benefits of controls must be considered relative to their costs. Due to the inherent limitations in all control systems,
no evaluation of controls can provide absolute assurance that all control issues and instances of fraud, if any, have
been detected. Management believes that the financial statements included in this report fairly present in all material
respects our financial condition, results of operations and cash flows for the periods presented.

Our management, with the participation of the principal executive officer, evaluated the effectiveness of the
Company s internal control over financial reporting as of March 31, 2012. In making this assessment, our
management used the criteria set forth by the Committee of Sponsoring Organizations of the Treadway Commission

( COSO ) in Internal Control Integrated Framework. As a result of its review, management identified a material
weakness in the internal control over financial reporting. This material weakness was evidenced through the
Company s year-end closing process, which did not adequately ensure that all transactions were accounted for in
accordance with GAAP and that required adjustments were made to the financial statements to prevent them from
being materially misstated. Based on
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this evaluation, our management, with the participation of the principal executive officer, concluded that, as of March
31, 2012, our internal control over financial reporting was not effective. Management acknowledges that as a smaller
reporting entity, it is difficult to have adequate accounting staff to perform appropriate additional reviews of the
financial statements. In addition, two personnel positions turned over in the finance area just prior to year-end and
training new personnel has taken time.

This Annual Report does not include an attestation report of our registered public accounting firm regarding internal
control over financial reporting. Management s report was not subject to attestation by our registered public
accounting firm pursuant to rules of the SEC that permit us to provide only management s report in this Annual
Report.

Changes in Internal Control Over Financial Reporting

On March 24, 2011, Ms. Valerie L. Grindle was appointed Senior Vice President of Finance and Administration and
Chief Financial Officer.

On July 31, 2011, Anthony A. Mabher resigned as Chief Executive Officer and Chairman of the Board, as reported on
Form 8-K filed with the SEC on July 28, 2011. Ms. Grindle was appointed to serve as Chief Executive Officer
effective the same date and as a member of the Board of Directors.

Effective September 12, 2011, Ms. Leann Gilberg assumed the position of Chief Financial Officer.

On January 4, 2012, Ms. Grindle resigned as Chief Executive Officer and member of the Board. On January 5, 2012,
Mr. Robert O. Grover was appointed as Chief Executive Officer, as reported on Form 8-K filed with the SEC on
January 6, 2012.

Item 9(B). Other Information

None.

PART III
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Item 10. Directors, Executive Officers, Promoters and Control Persons; Compliance with Section 16(a) of the
Exchange Act.

Identification of Directors and Executive Officers.

The following table sets forth the name, age and position of each officer and director of the Company:

Name Age  Position

Robert O. Grover 49 Chief Executive Officer
Leann R. Gilberg 42 Chief Financial Officer
Brett A. Newbold 59 Chief Operating Officer
Donald J. Farley 64 Secretary

Michael K. McMurray 66 Director

Dehryl A. Dennis 71 Director

Term of Office.

The terms of office of the current directors shall continue until the annual meeting of stockholders, which has been
scheduled by the Board of Directors to be held no later than September of each year. The annual meeting of the
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Board of Directors immediately follows the annual meeting of stockholders, at which executive officers for the
coming year are elected.

Business Experience.

Robert O. Grover. On January 5, 2012, Mr. Grover was appointed Chief Executive Officer, Mr. Grover became
Executive Vice President in May 1996 and served as President, Chief Operating Officer, and Chief Technology
Officer from March 2010 until January 2012. Mr. Grover has been instrumental in the continued development and
growth of the PCS family of products. Mr. Grover joined PCS at its inception. Mr. Grover graduated from Boise State
University in 1987 with a Bachelor of Arts degree in English and an A.A.S. in Business Management.

Leann R. Gilberg. Ms. Gilberg joined PCS in September 2011 as Chief Financial Officer. She has held multiple
high-level financial management roles. From March 2010 September 2011 she was a Consultant with Resources
Global Professionals. She worked as an independent accounting consultant for publicly held clients from April 2005
March 2010, and served as Financial Reporting Manager with Albertson s Inc, from November 2003  April 2005.
From 1992-2003 she worked with two of the leading firms in the public accounting industry KPMG LLP and Arthur
Andersen LLP. She gained extensive business and accounting experience by serving publicly- traded and
privately-owned companies and was a Senior Manager with KPMG LLP when she left public accounting in 2003. Ms.
Gilberg, a Certified Public Accountant, earned a Bachelor of Science Degree in Business Administration (Accounting
Emphasis) from the University of Montana with a minor in Political Science in 1992.

Brett A. Newbold. On March 16, 2012, Mr. Newbold was hired as the Chief Operating Officer. He joined PCS
Edventures!.com, Inc. ( PCS ) as an operations consultant in January of 2012. He has extensive executive management
experience having served in the roles of CEO, COOQO, and CTO for a variety of companies, both domestic and
international, over many years. Mr. Newbold served as a direct report to Larry Ellison (Oracle, ORCL) for eight years

as a Vice President of R&D managing market and technology initiatives. For the last two years, he worked as a
Digital Signal Processing Research Manager at Transparent Language Inc. and for the two prior years, he was CTO at
Cooler, Inc.

Donald J. Farley. Mr. Farley is the Secretary of the Company and acted as the Company's legal counsel from 1994
until 2005. Mr. Farley is a founding partner of the law firm of Hall, Farley, Oberrecht & Blanton, P.A. His legal
practice emphasizes litigation and representation of closely held businesses. He has been in private practice since
1975, after serving a two-year judicial clerkship with former United States District Judge J. Blaine Anderson. Mr.
Farley is admitted to practice before all state and federal courts in Idaho and has also been admitted to practice before
the United States Supreme Court. He is a member of the American Bar Association, the International Association of
Defense Counsel, Defense Research Institute, the Idaho State Bar Association and the Association of Trial lawyers of
America. Mr. Farley graduated from the University of Idaho in 1970 with a Bachelor of Arts degree in Economics and
from the University of Idaho, College of Law in 1973.

133



Edgar Filing: PCS EDVENTURES COM INC - Form 10-K

Dehryl A. Dennis, Ed.D. Dr. Dennis has had a 36-year career that took him from teaching in small public schools in
southwest Idaho to Puerto Rico and Illinois, and then returned him to his native state as a district administrator in
Boise, Idaho. During his entire professional career, Dr. Dennis was an outspoken advocate for programs that
emphasized applied learning. Because of his strong belief that most people learn by doing rather than thinking about
doing , he supported and helped implement off-school site classrooms in malls and hospitals; partnerships with trade
unions, small business, and industry; and cooperative agreements with institutions of higher learning. The success of
these programs culminated in the construction of the Dehryl A. Dennis Professional Technical Center, which opened
in 1999 and presently serves approximately 900 students from 16 area high schools. Appointed in 1976 as Director of
Personnel, he later served as Assistant Superintendent and then Deputy Superintendent until he was appointed District
Superintendent in 1994. He remained as Superintendent until his retirement in July 1999.

Michael K. McMurray. Mr. McMurray returned to the PCS Board in 2004 after having served on the Board from
1989 through 1994. He retired as a financial executive from Boise Cascade Corporation in 2001. Since retiring, Mr.
McMurray has served on a number of company and not-for-profit boards. Mr. McMurray is currently on the PCS
Edventures!.com, Inc. Board and Advisory Boards for start-up companies Tenxsys Inc. and Paksense Inc. Mr.
McMurray has worked as a consultant primarily engaged in financing growth for a broad range of companies
including the Titcomb
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Family Trust and SITOA Corporation. Community boards include past Board Chairman of Idaho Housing and
Finance Association and Board Chairman of the Idaho Housing Company. He is a past board member of Farmers and
Merchants Bank, the Downtown Boise Association, Hillcrest Country Club and the Boise Family YMCA. He is
currently serving on the board of Regence Blue Shield of Idaho and the Idaho Community Foundation Finance
Committee. Mr. McMurray holds a B.S. in Finance from the University of Idaho and is a graduate of the Harvard
Business School Executive MBA program.

Significant Employees.

Joseph A. Khoury. Mr. Khoury is the founder of PCS LabMentors, Ltd. formerly known as 511092 N.B. L'TD. Prior to
forming LabMentors, he was employed as a software engineer with MIMS Consultants, Inc. He brings to PCS
extensive knowledge of computer software and network communication systems. He graduated from the University of
New Brunswick in 1993 with a Bachelor of Science in Electrical Engineering.

Family Relationships.

There are no family relationships between any of our directors or executive officers.

Involvement in Certain Legal Proceedings.

With the exception of the consent judgment involving the Company s former Chief Financial Officer Ms. Stith and the
Final Judgment involving the Company s former Chief Executive Officer Mr. Maher in the Securities and Exchange
Commission (the SEC ) case discussed in Note 8(b), during the past 10 years, to our knowledge, none of our present or
former directors, executive officers or persons nominated to become directors or executive officers has been the

subject of any of the following:

(1) A petition under the federal bankruptcy laws or any state insolvency law was filed by or against, or a receiver,
fiscal agent or similar officer was appointed by a court for the business or property of such person, or any partnership
in which he was a general partner at or within two (2) years before the time of such filing, or any corporation or
business association of which he was an executive officer at or within two (2) years before the time of such filing;

(2) Such person was convicted in a criminal proceeding or is a named subject of a pending criminal proceeding
(excluding traffic violations and other minor offenses);
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(3) Such person was the subject of any order, judgment, or decree, not subsequently reversed, suspended or vacated,
of any court of competent jurisdiction, permanently or temporarily enjoining him or her from, or otherwise limiting,
the following activities:

(1) Acting as a futures commission merchant, introducing broker, commodity trading advisor, commodity pool
operator, floor broker, leverage transaction merchant, any other person regulated by the Commodity Futures Trading
Commission, or an associated person of any of the foregoing, or as an investment adviser, underwriter, broker or
dealer in securities, or as an affiliated person, director or employee of any investment company, bank, savings and
loan association or insurance company, or engaging in or continuing any conduct or practice in connection with such
activity;

(i1) Engaging in any type of business practice; or

(iii) Engaging in any activity in connection with the purchase or sale of any security or commodity or in connection
with any violation of Federal or State securities laws or Federal commodities laws;
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(4) Such person was the subject of any order, judgment or decree, not subsequently reversed, suspended or vacated, of
any Federal or State authority barring, suspending or otherwise limiting for more than sixty (60) days the right of such
person to engage in any activity described in paragraph (f)(3)(i) of this section, or to be associated with persons
engaged in any such activity;

(5) Such person was found by a court of competent jurisdiction in a civil action or by the SEC to have violated any
federal or state securities law, and the judgment in such civil action or finding by the SEC has not been subsequently
reversed, suspended, or vacated;

(6) Such person was found by a court of competent jurisdiction in a civil action or by the Commodity Futures Trading
Commission to have violated any Federal commodities law, and the judgment in such civil action or finding by the
Commodity Futures Trading Commission has not been subsequently reversed, suspended or vacated;

(7) Such person was the subject of, or a party to, any federal or state judicial or administrative order, judgment,
decree, or finding, not subsequently reversed, suspended or vacated, relating to an alleged violation of:

(i) Any federal or state securities or commodities law or regulation; or

(i1) Any law or regulation respecting financial institutions or insurance companies including, but not limited to, a
temporary or permanent injunction, order of disgorgement or restitution, civil money penalty or temporary or
permanent cease-and-desist order, or removal or prohibition order; or

(iii) Any law or regulation prohibiting mail or wire fraud or fraud in connection with any business entity; or

(8) Such person was the subject of, or a party to, any sanction or order, not subsequently reversed,
suspended or vacated, of any self-regulatory organization (as defined in Section 3(a)(26) of the Exchange Act (15
U.S.C. 78c(a)(26))), any registered entity (as defined in Section 1(a)(29) of the Commodity Exchange Act (7 U.S.C.
1(a)(29))), or any equivalent exchange, association, entity or organization that has disciplinary authority over its
members or persons associated with a member.

Compliance with Section 16(a) of the Exchange Act.
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Based solely on review of the copies of such forms furnished to us, we believe that all Section 16(a) filing
requirements applicable to our executive officers and directors were timely filed during fiscal year 2012 with the
exception of the below:

Form 3 filed for Officer, Brett A. Newbold on June 13, 2012 to report initial Restricted Stock Award approved upon
hire, issued on April 9, 2012.

Form 4 s filed for non-management Directors, Dehryl A Dennis, Donald J. Farley and Michael K. McMurray on June
7, 2012, for the Restricted Stock Awards granted with a transaction date of September14, 2011.

Form 4 s filed for Officers, Leann R. Gilberg, Robert O. Grover and Valerie L. Grindle on January 3, 2012, for
Restricted Stock issued for services rendered with a transaction date of December 15, 2011.

Code of Ethics.

We adopted a Code of Ethics and it was attached as Exhibit 14 to our 2004 Annual Report. The Code was revised in
2010 and is available on our web site at https://edventures.com.
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Nominating Committee.

No changes have been made to the process by which shareholders may nominate a person or persons to serve as a
member of the Company s Board of Directors.

Audit Committee.

We chartered an audit committee in 2001 for the purpose of engaging an accounting firm, which is currently M&K
CPAs, PLLC, for the annual audit and quarterly reviews. The audit committee currently consists of Board members
Michael K. McMurray and Dehryl A. Dennis. Mr. McMurray is considered an audit committee financial expert based
on his previous work experience and the definition contained in Reg. 228.401 Instructions to paragraph (e)(1) of Item
401 of the Sarbanes-Oxley Act. The audit committee continued to implement its Charter regarding the scope and
responsibilities for the audit committee adopted in fiscal year 2005 and revised in fiscal year 2010. The audit
committee meets with M&K CPAs, PLLC via telephone on a quarterly basis and meets separately with management
to review quarterly financial results and discuss any issues. The audit committee facilitated a teleconference meeting
with the Board of Directors and M&K CPAs, PLLC on during the Company s Annual Meeting. In addition, the audit
committee discusses auditing issues as needed during regularly scheduled board meetings, which are documented in
the Company s minutes.
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Item 11. Executive Compensation.

Compensation.

SUMMARY COMPENSATION TABLE FOR FISCAL YEARS 2010-2012

The following table provides information relative to compensation paid to our executive officers for the years ended
March 31, 2010 through March 31, 2012. During the fiscal year ended March 31, 2012, Mr. Grover s salary comprised
13.5% of the total compensation paid to all employees, Ms. Gilberg s salary comprised 5.1% of the total compensation
paid to all employees and Mr. Newbold s salary comprised less than 1% of the total compensation paid to all
employees. While Ms. Grindle s salary comprised 13.4% of the total compensation paid to all employees, and Mr.
Maher s salary comprised 10.8% of the total compensation paid to all employees.

Change in
Pension Value
Name and Stock  Option Non-Equlty and . All
L Bonus Incentive Plan Nonqualified Other
Principal Year Salary ($) Awards Awards . Total ($)
Position $) Compensation Deferreq Comp.
Compensation
Earnings
%) $) %) %) %)
(@) (b) (© (d) ©) ® (€9) (h) ® 0
Robert O 3/31/2012 (iii) 100,000 5,300 22,000 - - - (1) 127,300
Grover CE'O 3/31/2011 (iii)) 99,133 - - 180,000 - - (i) 279,133
’ 3/31/2010(iii) 81,667 - 18,333 - - - (1) 100,000
LeannR.  3/31/2012 a . . - - () 48815
Gilberg, CFO 48,815 .
(i) 3/31/2011 - - - - - - 1) -
3/31/2010 - - - - - - 1) -
Brett A. 3/31/2012 2,500 - - - - - @ 2,500
Newbold, COO 3/31/2011 - - - - - - 1) -
(ii) 3/31/2010 - - - - - - 1) -
Valerie L. 3/31/2012 (iii) 80,833 - - 46,750 - - (1) 127,583
Grindle, Former 3/31/2011 (iii) 2,429 - - - - - (1) 2,429
CEO and Sr.
V.P. of Finance
and 3/31/2010 - - - - - - 1) -
Administration,
CFO (ii)
Anthony A.  3/31/2012 (iii) 102,500 - - - - - (1) 102,500
Maher Former 3/31/2011 (iii) 114,785 - - 82,510 - - (1) 197,295
CEO, Former 3/31/2010 (iii) 106,000 - 14,000 - - - (1) 120,000

Chairman of the
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Board

(i) Aggregate amount of other compensation is less than $50,000 or 10% of the total annual salary and bonus reported.

(ii) Ms. Gilberg s compensation is pro-rated based on a hire date of September 15, 2011. Mr. Newbold s compensation
is pro-rated based on a hire date of March 16, 2012. Ms. Grindle s compensation is pro-rated based on her resignation
effective January 04, 2012.

(iii) 80% of Salary paid in cash and 20% of salary paid in Restricted Rule 144 Stock under the 2009 Equity Incentive
Plan through January 15, 2012.
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Options Grants in Last Fiscal Year.

GRANTS OF PLAN-BASED AWARDS FOR FISCAL YEAR 2012

The following table outlines the equity-based awards granted to our executive officers for the fiscal year ended March
31, 2012.

All Other

Stock All cher Exercise
Awards: Option or Base
Estimated Future Payouts  Estimated Future Payouts N mber‘ Awards: Price of
Name Grant Date Under Non-Equity Under Equity Incentive Plan u Number of ! )
. of Shares o Option
Incentive Plan Awards Awards Securities
of Stock Underlvin Awards
or Units crying ($/Sh)
Options (#)
#)
ThresholdTarget MaximumThreShOldTarget Maximum
$ $ $ #
®  ® O e o @

(a) (b) (©) (d) (e () (2 (h) (1) )] (k)
Robert O. 10/31/2011 N/A NA NA  NA NA  NA 200,000 NA  $0.11
Grover, CEO
Leann R.

Gilberg, CFO N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A
Brett A. N/A NA NA NA NA NA NA NA N/A  NA
Newbold, COO

Anthony A.

Maher, Former N/A N/A NA NA NA NA NA NA N/A N/A
CEO, Former

Chairman

Valerie L.

Grindle Former,

CEO and Senior

V.P. of Finance 05/03/2011 N/A N/A N/A N/A 275,000 275,000 N/A N/A 0.17
and

Administration,

CFO
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OUTSTANDING EQUITY AWARDS AT FISCAL YEAR-END 2012

Option Awards
Equity
Number of Number of Incentive
.. .. Plan Awards:
Securities Securities . .
. . Number of Option Option
Underlying Underlying ... . o
Name . . Securities ~ Exercise Expiration
Unexercised Unexercised ] .
. : Underlying Price (§) Date
Options (#) Options (#) .
. ) Unexercised
Exercisable Unexercisable
Unearned
Options (#)

(a) (b) (©) (d (e ()
Robert O. . . 300,000 $  0.60 06/17/15
Grover
Leann R.

Gilberg - - N/A N/A N/A
Brett A.

Newbold - - N/A N/A N/A
Valerie L. 5 509 ; N/A $ 017 05/31/16
Grindle

Anthony & 63 355 . N/A S 045 09/27/20
Maher

Stock Awards
Equity
Equity  Incentive
Incentive Plan
Number Market
Plan Awards:
of Value of
Awards: Market or
Shares Shares
. .. Number ofPayout
of Units or Units
Unearned Value of
of Stock of Stock
Shares,  Unearned
That That .
Units or  Shares,
Have Have .
Other Units or
Not Not .
Rights Other
Vested Vested .
#) ) That Have Rights
Not That Have
Vested (#) Not
Vested ($)
(2 (h) (1) g)
- - 200,000 22,000
- - N/A N/A
- - N/A N/A
- - N/A N/A
- - N/A N/A

Effective May 2009, in an effort to reduce cash outflow, the officers assumed a 20% cash compensation
reduction and receive the 20% in restricted Rule 144 common stock. This was in effect through January 15, 2012.
The Company also makes available medical and dental insurance coverage for its officers and other U.S. employees.
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OPTION EXERCISES AND STOCK VESTED FOR FISCAL YEAR

The following table provides information related to stock option exercises by executive officers of the Company, as
well as any stock awards vesting during the Fiscal Year Ended March 31, 2012.

Option Awards Stock Awards
Nurpber of Shares Value Realized on Nun}ber of Share.:s Value Realized on
Name Acquired on Exercise . Acquired on Vesting .
Exercised ($) Vesting ($)
#) #)
(a) (b) (c) (d) (e)
Robert . ; : 200,000 (i) N/A
Grover
Leann R.
Gilberg ] ] N/A N/A
Brett A.
Newbold ) i N/A N/A
Anthony A.
Maher - - N/A N/A
Valerie L.
Grindle ) i N/A N/A
(1)

During the fiscal year ended March 31, 2012, the Company granted 200,000 shares of restricted stock to Mr. Grover.

Shares are immediately forfeited if the officer is not an employee of the Company at the date that Rule 144 of the
current rules of the Securities and Exchange Commission provides that the restrictions are removed and the restricted
stock may be registered or otherwise qualified for sale. The stock certificate was issued and is being held at PCS until
the shares are fully vested in April 2012. The shares vest over a six-month period and are valued at $.11 per share
which represents the fair market value at the date of grant in accordance with the 2009 Equity Incentive Plan. The
value of the shares is being amortized over the vesting period in the amount of $3,667 per month.

Audit Committee Financial Expert.

We chartered an audit committee in 2001 for the purpose of engaging an accounting firm, which is currently M&K
CPAs, PLLC, for the annual audit and quarterly reviews. The audit committee currently consists of Board members
Michael K. McMurray and Dehryl A Dennis. Mr. McMurray is considered an audit committee financial expert based
on his previous work experience and the definition contained in Reg. 228.401 Instructions to paragraph (e)(1) of Item
401 of the Sarbanes-Oxley Act. The audit committee continued to implement its Charter regarding the scope and
responsibilities for the audit committee adopted in fiscal year 2005 and revised in fiscal year 2010. The audit
committee meets with M&K CPAs, PLLC via telephone on a quarterly basis and meets separately with management
to review quarterly financial results and discuss any issues. The audit committee facilitated a teleconference meeting
with the Board of Directors and M&K CPAs, PLLC during the Company s Annual Meeting. In addition, the audit
committee discusses auditing issues as needed during regularly scheduled board meetings, which are documented in
the Company s minutes.
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Compensation of Directors.

Effective October 1, 2009, the Board resolved and adopted the annual fees to be paid to outside Directors of the Board
to be $30,000 annually and paid in the form of Restricted Stock Units, or other form authorized under the PCS 2009
Equity Incentive Plan as the Board determines. Restricted Stock Units are subject to forfeiture as described in the
2009 Plan. As of March 31, 2012, the Company had accrued $52,500 of director fees. The CEO is excluded from
receiving additional compensation as a Board member beginning the second fiscal quarter of 2006 by unanimous
consent of the Board.
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The following table shows awards and payments to outside Directors of our Board for fiscal year 2012 as
compensation..

Fees Stock Option  Non-Equity Change in Pensmn. . All Other
Earned or . value and Nonqualified . Total
Name . Awards Awards Incentive Plan . Compensation
Paid in $) ) Compensation ($) Deferred Compensation ) $)
Cash ($) p Earnings
(@) (b) © (d) ©) ® (2 (h)
Dehryl 0 30,000 0 0 0 0 30,000
Dennis
Donald 0 30,000 0 0 0 0 30,000
Farley
Michael
McMurray 0 30,000 0 0 0 0 30,000

Employment Agreements

We have written employment agreements with three employees:

Brett A. Newbold, Chief Operating Officer - The contract with Mr. Newbold provides for a six-month Employment
Agreement whereby he is to be paid $5,000 in cash and an additional 5,000 shares per month in restricted stock
awards. The Employment Agreement cannot be terminated by PCS during the six-month period without cause. Mr.
Newbold received 100,000 shares of restricted stock as a signing bonus. He was also granted options to purchase
150,000 shares of PCS common stock under the PCS 2009 Equity Incentive Plan, with an exercise price of $0.04 per
share based on the market value of the stock on the date of the grant. Mr. Newbold is also eligible for standard
benefits provided to all employees.

Anthony A. Maher, Former Chief Executive Officer and Former Director of the Company - Mr. Maher, an employee
of the Company, resigned as an Officer and a Director of the Company last summer and was given an Employment
Contract that was filed with the Securities and Exchange Commission on October 12, 2011 on a Form 8-K Current
Report dated October 10, 2011. Mr. Maher had been assisting the Company in the business development and finance
areas. January 16, 2012, Anthony A. Maher returned from medical leave. An Amended Employment Agreement was
executed effective January 1, 2012, rescinding effective December 31, 2011, the prior Employment Agreement dated
August 26, 2011. Under this Agreement, Mr. Maher receives a monthly salary of $7,500 plus standard insurance
benefits available to all employees and is an at will employee of the Company. He will report to the CEO and CFO
and his role will be advisory.

Joseph A. Khoury, our subsidiary President - The contract with Mr. Khoury was effective December 1, 2005 and
expires after six months. The contract automatically renews for twelve-month periods, but may be terminated with
ninety (90) days written notice by either party. The contract provides for a salary of $60,000 (Canadian dollars) per

148



Edgar Filing: PCS EDVENTURES COM INC - Form 10-K

year, as well as issuance of Rule 144 stock if certain performance goals are met by the subsidiary as established by the
Board.

Stock Option Plans and Other Incentive Compensation Plans.

On August 27, 2009, the Board of Directors adopted and the shareholder s approved the PCS Edventures!.com, Inc.
2009 Equity Incentive Plan ( 2009 Plan ). The 2009 Plan was designed to replace the existing 2004 Nonqualified

PAGE 72

149



Edgar Filing: PCS EDVENTURES COM INC - Form 10-K

Stock Option Plan ( 2004 Plan ). The 2009 Plan provides for the grant of various types of equity instruments, including
grants of restricted and unrestricted PCS common stock as well as options and other types of awards. The 2009 Plan

was implemented to align the interests of the Company s employees with those if the shareholders and to motivate,
attract, and retain its employees and provide an incentive for outstanding performance. An 8K was filed on November
19, 2009 registering the Plan. On April 4, 2012, the Board adopted and the shareholders approved an Amendment to

an increase in the number of shares of common stock available for grants, incentive or other purposes under the
Company s 2009 Equity Incentive Plan from 4,000,000 shares to 8,000,000 shares.

Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters.

Security Ownership of Management.

CERTAIN BENEFICIAL OWNERS

The following table outlines information provided to the Company as of March 31, 2012 regarding beneficial
ownership of PCS Common Stock by the Company s directors, executive management, and any beneficial owners.

DIRECTORS AND EXECUTIVE OFFICERS

Amount and Nature of Beneficial Ownership (1)

Shares Issuable L

Name and Address of Beneficial Shares Owned Upon Exercise Upon‘ Receipt of
. Restricted Stock Percentage
Owner of Options . Total
Units Owned
“) 3)
Robert O. Grover,
CEO 612,583 300,000 200,000 1,112,583 2.48%
345 Bobwhite Court, Suite 200
Boise, Idaho 83706
Leann R. Gilberg
CFO 127,555 . . 127,555 Lelsi)ﬁ;‘a“
345 Bobwhite Court, Suite 200 e
Boise, Idaho 83706
Brett A. Newbold
CO0 . . 100,000 (2) 100,000 eSS than
1.0%

345 Bobwhite Court, Suite 200
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Boise, Idaho 83706
Dehryl A. Dennis

Less than

Director 135,788 20,971 150,000 306,759
1.0%

345 Bobwhite Court, Suite 200
Boise, Idaho 83706
Donald J. Farley

Secretary 818,117 330,313 150,000 1,298,430 2.89%
345 Bobwhite Court, Suite 200

Boise, Idaho 83706

Michael K. McMurray

Director 356,006 74,466 150,000 580,472 1.29%
345 Bobwhite Court, Suite 200

Boise, Idaho 83706

Anthony A. Maher 5

Former CEO and Chairman of the
Board

345 Bobwhite Court, Suite 200
Boise, Idaho 83706

All officers and directors as a group
(seven persons)

2,485,117 183,355 - 2,668,472 5.94%

4,535,166 909,105 750,000 6,194,271 13.80%

(1)

Unless otherwise noted above, we believe that all persons named in the table have sole voting and investment power
with respect to all shares of common stock beneficially owned by them. For purposes hereof, a person is deemed to be
the beneficial owner of securities that can be acquired by such person within 60 days from the date hereof upon the
exercise of warrants or options or the conversion of convertible securities. Each beneficial owner's percentage of
ownership is determined by assuming that any warrants, options or convertible securities that are held by such person
(but not those held by any other person) and which are exercisable within 60 days from the date hereof, have been
exercised. There are currently no beneficial owners, as defined by the Securities Exchange Commission as owners
with greater than 10% ownership, other than our directors and executive officers.

2

Restricted Stock Award granted April 9, 2012

3)

Based upon 44,889,336 shares issued and outstanding as of March 31, 2012.
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)

This is the amount exercisable by the directors and executive officers as of March 31, 2012.

®)

Includes (i) 2,628,972 shares owned of record by Mr. Mabher; (ii) 9,500 shares which are beneficially owned by
Sullivan Maher, LLC, for which Mr. Maher acts as a manager; (iii) 30,000 shares owned by the Maher Family
Partnership LLP.

Changes in Control.

To our knowledge, there are no present arrangements or pledges of our securities that may result in a change in control
of our company.

Item 13. Certain Relationships and Related Transactions.

Transactions with Related Persons.

During the year ended March 31, 2012, the Company converted an aggregate 176,472 restricted stock units ( RSUs )
payable to common stock to three non-management directors, A. Dennis, M. McMurray, and D. Farley, for services
rendered at a rate of one share of common stock for each restricted stock unit. Each non-management director
received 58,824 shares of common stock. Each common stock share is valued at $0.51, based on the closing price of
the Company s common stock at the date of grant. In addition, the non-management directors were issued new RSU
agreements on September 14, 2011. These agreements call for payment of current year director fees via issuance of
restricted stock units over a vesting period of not less than twelve months, and require continued service for twelve
months and re-election at the next annual shareholder meeting. Each restricted stock unit is valued at $0.20, based on
the closing price of the Company s common stock at the date of grant. As of March 31, 2012, $52,500 is accrued under
Stock payable.

During the fiscal year ended March 31, 2012, the Company granted 200,000 shares of restricted stock to R. Grover, an
officer and member of the board of directors. Shares are immediately forfeited if the officer is not an employee of the
Company at the date that Rule 144 of the current rules of the Securities and Exchange Commission provides that the
restrictions are removed and the restricted stock may be registered or otherwise qualified for sale. The
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stock certificate was issued and is being held at PCS until the shares are fully vested in April 2012. The shares vest
over a six-month period and are valued at $.11 per share which represents the fair market value at the date of grant in
accordance with the 2009 Equity Incentive Plan. The value of the shares is being amortized over the vesting period in
the amount of $3,667 per month.

During the year ended March 31, 2012 and 2011, the Company issued 27,662 and 69,868, shares of common stock,
respectively, to J Khoury, an officer of LabMentors, our wholly owned subsidiary, for bonuses for a net value of
$5,809 and $23,906, based on the closing price of our common stock at the grant dates.

On January 1, 2012, the Company executed an at will employment agreement with A. Maher, former CEO and former
Board member, which rescinds a previous employment agreement dated August 26, 2011. Maher s responsibility as an
employee of the Company shall be to assist the Company, its Chief Executive Officer, Chief Financial Officer and
Board of Directors in Business Development, Strategic Planning related thereto, the EB-5 Immigration Program,
Corporate Finance, and such other responsibilities as the Company, its Board of Directors, Chief Executive Officer
and Chief Financial Officer may request from time to time with a monthly salary of $7,500 with standard benefits.

On March 16, 2012, the Company executed an employment agreement with B. Newbold as the Company s new Chief
Operating Officer. The agreement is at will after six-months, unless terminated for cause. Mr. Newbold s
responsibility are to increase operating efficiencies, reduce costs as appropriate, direct product development and
increase sales and marketing to support the strategic plan as defined by the Board of Directors and executive
management team. Mr. Newbold will be paid a salary of $5,000 per month with standard benefits. In conjunction
with the employment agreement, the Company granted Mr. Newbold 100,000 shares of restricted common shares of
PCS stock. Said shares are fully vested immediately. In addition to the monthly salary and the aforementioned
100,000 shares of common restricted stock, the Company will issue to Newbold 150,000 shares of Incentive Stock
Options, at the closing price on the date this agreement is effective. Said ISOs shall vest 12 months from the date of
this agreement, contingent upon Newbold s continued employment with the Company and the Company reaching the
incentive defined goal of increasing revenue, increasing operations efficiencies and reducing costs resulting in PCS
achieving a cash flow positive position.

During the fiscal year ended March 31, 2012, the Company entered into various loan transactions with members of the
Board of Directors (D. Farley), shareholders (T. Hackett) and an employee (A. Maher). The loans were done at arms
length and are fully disclosed in Note 7.

Parents.

None, not applicable.
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Promoters and Control Persons.

None, not applicable

Director Independence.

We believe that all members of our Board of Directors with the exception of our Chief Executive Officer, Robert O.
Grover, are independent based on the following definition of NASDAQ, which is quoted below from Rule
5605(a)(2): Independent Director means a person other than an Executive Officer or employee of the Company or
any other individual having a relationship, which, in the opinion of the Company s board of directors, would interfere
with the exercise of independent judgment in carrying out the responsibilities of a director. For purposes of this rule,

Family Member means a person s spouse, parents, children and siblings, whether by blood, marriage or adoption, or
anyone residing in such person s home. The following persons shall not be considered independent:

(A) a director who is, or at any time during the past three years was, employed by the Company;
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(B) a director who accepted or who has a Family Member who accepted any compensation from the Company in
excess of $120,000 during any period of twelve consecutive months within the three years preceding the
determination of independence, other than the following:

®

compensation for board or board committee service;

(ii)

compensation paid to a Family Member who is an employee (other than an Executive Officer) of the Company; or

(ii1)

benefits under a tax-qualified retirement plan, or non-discretionary compensation.

Provided, however, that in addition to the requirements contained in this paragraph (B), audit committee members are
also subject to additional, more stringent requirements under Rule 5605(c)(2).

(C) a director who is a Family Member of an individual who is, or at any time during the past three years was,
employed by the Company as an Executive Officer;

(D) a director who is, or has a Family Member who is, a partner in, or a controlling Shareholder or an Executive
Officer of, any organization to which the Company made, or from which the Company received, payments for
property or services in the current or any of the past three fiscal years that exceed 5% of the recipient s consolidated
gross revenues for that year, or $200,000, whichever is more, other than the following:

®

payments arising solely from investments in the Company s securities; or

(ii)

payments under non-discretionary charitable contribution matching programs.

156



Edgar Filing: PCS EDVENTURES COM INC - Form 10-K

(E) a director of the Company who is, or has a Family Member who is, employed as an Executive Officer of another
entity where at any time during the past three years any of the Executive Officers of the Company serve on the
compensation committee of such other entity; or

(F) a director who is, or has a Family Member who is, a current partner of the Company s outside auditor, or was a
partner or employee of the Company s outside auditor who worked on the Company s audit at any time during any of
the past three years.

(G) in the case of an investment company, in lieu of paragraphs (A)-(F), a director who is an interested person of the
Company as defined in Section 2(a)(19) of the Investment Company Act of 1940, other than in his or her capacity as a
member of the board of directors or any board committee.

Our Board of Directors has adopted this definition of an independent director even though we are not required to have
independent directors.

Item 14. Principal Accountant Fees And Services.

Fees Paid to Principal Accountants

Fee Category FY2012 FY2011
Audit Fee $ 59,625 $ 53,875
Audit Related Fee
All Other Fees
Total Fees $ 59,625 $ 53,875
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Pre-approval and Policies

The Audit Committee must approve all audit and non-audit engagements of our independent public accounting firm in
writing.

Part IV

Item 15. Exhibits.

(a)(3) Exhibits. The following exhibits are filed as part of this Annual Report:

Exhibit 3.1 Second Amended and Restated Articles of Incorporation Filed October 2, 2006.
Exhibit 3.2

Articles of Amendment to Second Amended and Restated Articles of Incorporation filed April 4, 2012.
Exhibit 3.2

Third Amended By-Laws.

Exhibit 14

Code of Ethics.

Exhibit 10.1

Form of Promissory Note, 8-K filed May 9, 2012.

Exhibit 10.2

Securities Purchase Agreement, 8-K filed April 30, 2012.

Exhibit 10.3

Convertible Promissory Note, 8-K filed April 30, 2012.

Exhibit 10.4
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Form of Promissory Note, 8-K filed April 4, 2012.
Exhibit 10.5

Stipulation of Settlement, 8-K filed October 12, 2011.
Exhibit 10.6

Court Order, 8-K filed October 12, 2011.

Exhibit 10.7

Form of Extension, 8-K filed October 6, 2011.
Exhibit 10.8

Form of Extension, 8-K filed October 6, 2011.
Exhibit 10.9

Form of Additional Warrants, 8-K filed October 6, 2011.

Exhibit 10.10

Memorandum of Understanding, 8-K filed September 6, 2011.

Exhibit 10.11

Form of Extension, 8-K filed July 14, 2011.
Exhibit 10.12

Promissory Note, 8-K filed June 22, 2011.

Exhibit 10.13

Warrant, 8-K filed June 22, 2011.

Exhibit 10.14

Form of Promissory Note, 8-K filed April 7, 2011.
Exhibit 10.15

Form of Security Agreement, 8-K filed April 7, 2011.
Exhibit 10.16

Form of Warrant, 8-K filed April 7, 2011.

Exhibit 21
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Subsidiaries of the Company

Exhibit 31.1

302 Certification.

Exhibit 31.2

302 Certification.

Exhibit 32.1

906 Certification.

Exhibit 32.2

906 Certification.

101 INS

XBRL Instance Document*

101 PRE

XBRL Taxonomy Extension Presentation Linkbase Document*
101 LAB

XBRL Taxonomy Extension Label Linkbase Document*

101 DEF

XBRL Taxonomy Extension Definition Linkbase Document*
101 CAL

XBRL Taxonomy Extension Calculation Linkbase Document*
101 SCH

XBRL Taxonomy Extension Schema Document*

* Pursuant to Rule 406T of Regulation S-T, these interactive data files are deemed furnished and not filed or partof a
registration statement or prospectus for purposes of Sections 11 or 12 of the Securities Act of 1933, or deemed

furnished and not filed for purposes of Section 18 of the Securities and Exchange Act of 1934, and otherwise are not
subject to liability under these sections.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly
caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.

Dated: July 11, 2012 By: /s/ Robert O. Grover
Robert O. Grover
CEO

Dated: July 11, 2012 By: /s/Leann R. Gilberg

Leann R. Gilberg

CFO

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the
following persons on behalf of the registrant and in the capacities and on the dates indicated

Dated: July 11, 2012 By: /s/Donald J. Farley
Donald J. Farley
Secretary and Director

Dated: July 11, 2012 By: /s/Dehryl A. Dennis
Dehryl A. Dennis
Director

Dated: July 11, 2012 By: /s/Michael K. McMurray
Michael K. McMurray
Director
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