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FORWARD-LOOKING STATEMENTS 
  

In addition to historical information, this Form 10-K contains statements relating to our future results (including certain projections and business trends) that 
are “forward-looking statements” within the meaning of Section 27A of the Securities Act of 1933, as amended, and Section 21E of the Securities Exchange Act of 
1934, as amended (the Exchange Act), and are subject to the “safe harbor” created by those sections. Words such as “expects”, “anticipates”, “intends”, “plans”, 
“believes”, “estimates”, “suggests”, “seeks”, “will” and variations of such words and similar expressions are intended to identify forward-looking statements. These 
statements involve known and unknown risks, uncertainties and other important factors that could cause our actual results, performance or achievements of , or 
industry results, to differ materially from any future results, performance or achievement implied by such forward-looking statements. Factors that might cause such 
differences include, but are not limited to, those discussed in the section entitled “Item 1A – Risk Factors.” Readers are cautioned not to place undue reliance on 
these forward-looking statements, which reflect management’s opinions only as of the date hereof. There can be no assurance that (i) we have correctly measured or 
identified all of the factors affecting our business or the extent of their likely impact, (ii) the publicly available information with respect to these factors on which such 
analysis is based is complete or accurate, (iii) such analysis is correct or (iv) the such strategy, which is based in part on this analysis, will be successful. We 
undertake no obligation to revise or publicly release the results of any revision to these forward-looking statements. Readers should carefully review the “Risk 
Factors” section contained in other documents we file from time to time with the Securities and Exchange Commission. 

  

  

  
  



  
PART I 

ITEM 1.  BUSINESS 
 
Overview of Our Company 
 

We are a national provider for medical recruitment and staffing services.  Our principal operating subsidiary, Medical Connections, Inc., was established in 
2002 to satisfy the increasing need for qualified healthcare professionals.  Our business is to identify, select and place the best executive allied health specialists, 
pharmacists, physicians, nurses and hospital management executives. We provide recruiting and staffing services for permanent and temporary positions, with an 
option for the clients and candidates to choose the most beneficial working arrangements.   Currently we employ 48 people and 45 medical professionals. 
  

We operate under a holding company structure and currently have one direct wholly-owned operating subsidiary, Medical Connections, Inc., a Florida 
corporation ("Medical Connections") which was formed in 2002.  In December 2005, we acquired control of Webb Mortgage Depot, Inc. ("WMD"), a reporting 
company and predecessor to the Company which was formed in May 1999, pursuant to a share exchange agreement and changed WMD's name to Medical 
Connections Holdings, Inc. 
  
The Healthcare Staffing Industry 
 

According to the American Staffing Association, the market size of the health care recruiting business is approximately $11.9 billion for 2009 and $11.7 billion 
in 2008, according to the Staffing Industry Analysis. (Latest Available Data) 
 

As a healthcare recruiting and staffing company, Medical Connections is directly affected by the market dynamics of supply and demand for medical 
specialists. Governmental and private sector research has shown that a combination of economic, political and educational conditions has created a growing demand 
for more healthcare providers than the country has been able to generate. 
 

In 2009, overall staffing industry revenues totaled $84 billion (Staffing Industry Association).  Even though the overall staffing industry experienced a 
decline in revenues in 2009, healthcare staffing continued to grow, albeit modestly. The medical staffing industry almost doubled its revenue in the 10-year period 
between 1999 and 2008 from $ 6.1 billion to $11.3 billion, according to the “Staffing Industry Healthcare Growth Report”, Staffing Industry Insight. Stable growth is 
projected to reach $20.4 billion by 2014. 
 

Employment in the healthcare industry continues to grow in spite of an overall downturn in the economy. As one of the largest industries in 2008, healthcare 
provided 14.3 million jobs for wage and salary workers. About 40% were in hospitals; another 21% were in nursing and residential care facilities; and 16% were in 
offices of physicians (Bureau of Labor statistics: BLS). Since the start of the recession, there were 8.4 millions of jobs lost in the United States. For the same period, 
healthcare jobs increased by 549,000 (per Feb. 2010 stats). 
 

The Bureau of Labor Statistics has projected that the “wage and salary employment in the health care industry is projected to increase 23% through 2018, 
compared with 11% for all industries combined.” This is twice the rate of job growth in non-healthcare professions. The Bureau of Labor Statistics also predicts a 
need for three million health care workers to fill job openings created by departures and new positions. (BLS, 2010/2011 Occupational Handbook). 
 

Management believes that the data above suggests two major trends in the US labor market: increasing demand and shortage in supply. 
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DEMAND FACTORS: 
 
Increasing Need for Health Care Professionals 
 
           Aging Population: According to the U.S. Census Bureau, starting in 2012 a rapid increase in the elderly population will lead to dramatic demographic 
changes. Between 2012 and 2020, the population younger than age 65 will maintain an annual growth of 9%, while the population age 65 and older is projected to 
grow by 26%. This will also lead to a significant increase in the number of people in need of healthcare. By 2050, 20% of all US population is expected to be 65 years 
or older. 
 

According to the U.S. Census Bureau, the United States population will increase 12% by 2020. In 2006, the population above 50 years old accounted for 70% 
of healthcare spending. As more “baby boomers” approach retirement, health care expenses will increase, reaching a projected $4.27 trillion by 2017. Population-aging 
and higher per capita spending for the older population will contribute to growth in national healthcare spending 
(http://www.cdc.gov/nchs/hus/older.htm#population). 
 

Individuals 65 years old and over are experiencing the highest level of chronic conditions: 
 

 
Life expectancy for Americans is 77.3 years, the highest in U.S. history (according to the US Census Bureau). It is expected to reach 78.8 years in the next 

few years. Hospital utilization is significantly higher among older individuals. The U.S. Department of Health and Human Services reported that individuals over the 
age of 65 comprised 38% of all inpatients. 
  

High Stress: Stress is a factor in more than 75% of all illnesses and diseases today according to current research. 
  

            Obesity and Sedentary Life Style: More than two-thirds of adults in the United States are overweight, and 30.5% are obese.  Approximately 300,000 adult 
deaths in the United States each year are attributable to unhealthy dietary habits, physical inactivity or sedentary behavior. 
  
           Technology demands: The pace of technological advancement in US healthcare is increasing faster than the education of the people who are using it. This 
creates additional pressure for hospitals to find skilled employees to operate new diagnostic or treatment machines. It also increases the demand for highly-educated 
healthcare specialists. 
 
           Cultural Diversity: The United States has been a multicultural nation from its inception. In recent decades, it has become more important to provide medical 
services in other languages (Spanish, Creole, etc.). This need drives the constantly increasing demand for bilingual, healthcare specialists. 
  

  

Age Heart Disease Coronary Heart 
Disease 

Heart Attack Stroke Cancer Arthritis Diabetes 

65 and older 31.7% 22% 11.7% 9.4% 21.5% 50.3% 17.4% 
65-74 only 26.8% 18.6% 10.1% 6.9% 18.3% 47.1% 18.4% 
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         Legal and Regulatory Factors : Recent governmental mandates have further increased the demand for qualified healthcare professionals. For example, 
legislative initiatives have been introduced in many states, mandating a staffing ratio for nurses.  It is expected that staffing ratio laws will eventually be ratified 
throughout the country and may be initiated at the federal level, as well.  Professional associations for Physical Therapists and other allied health specialists are also 
lobbying for similar legislation, which will increase the demand for more professionals in those fields. 
 
SUPPLY FACTORS: 
 
Shortage of qualified medical personnel 
 

An aging population in the United States will increase the need for skilled medical professionals.  Between 2010 and 2020, the number of individuals 65 years 
and older is expected to increase 26.4% percent according to Health USA, 2008.  Meanwhile, the population of 45 to 64 year-olds will increase by 4%. 
 

The core focus of Medical Connections’ business is to satisfy the demand for the professions most severely affected by this aging population.  The 
following data shows how the different healthcare professions are affected by lack of specialists. 
 
Highly Qualified Registered Nurses and Executive Nurses 
  

 
Allied Health Professional Shortage 
 

The allied temporary staffing market in 2009 was estimated to be a $3.6 billion industry, according to Staffing Industry Insight. During the last five years, 
employment in allied health professions has grown 8.2 % per annum. Analysts warn that the shortage of allied health professionals will continue to grow. At its 
current rate, by the year 2020, the field will be short 1.5 to 3 million workers. 
 

Management believes that allied staffing is perhaps the most attractive field for emerging companies in the healthcare staffing industry. It is one of the least-
concentrated of the four sectors of healthcare staffing. The top 20 companies account for $5.3 billion, or nearly one-half of the total healthcare staffing revenue. 
Segmentation, with small companies comprising the largest part of allied health staffing, opens opportunities to newcomers in the field, according to Staffing Industry 
Insight. It also includes many specialties with low penetration rates (the percentage of temporary staffing versus the total positions in the company), indicating that 
there will be a significant growth. 
  

       We believe that the following health professionals are in the highest demand: 
 

  

  

·    Registered Nurses and Executive Nurses make up the largest projected shortage in healthcare. 
·    There will be more than one million new and replacement nurses needed by 2018. 

·    Pharmacists 
·    Radiology Technologists 
·    Respiratory Therapists 
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        These positions represent profit centers for hospitals and medical facilities as they can then pass along these costs, plus a profit percentage. 

 
Industry Trends 
  

 
Governmental and Private Sector Health Care Spending: Healthcare Costs Fact Sheet 2009:     
 

  

  

Source: U.S. Department of Health and Human Services 
 

If this trend continues, healthcare spending will double again by 2035, to 31% of GDP. Thereafter, health care costs will continue to account for a steadily 
growing share of GDP, reaching 41% by 2060 and 49% by 2082. 
 
The Company’s Core Business 
  

Medical Connections’ business operation is placing the most-talented specialists in the medical profession, which allows us to service the critical shortage 
in the healthcare industry. 
  

  

·    Occupational Therapists 
·    Physical Therapists 
·    Speech Language Therapists 
·    Laboratory Professionals 
·    Health Information Management Positions 

·    High demand for qualified health care professionals. 
·    Shortages in virtually every profession in the medical fields. 
·    Need for more flexibility in the hiring process, which increases the need for temporary and per diem staffing. 
·    High level of spending to find the right candidate. 
·    Constant increase of medical professional wages, which makes those professions more attractive for potential candidates. 
·    Expansion of medical sub-specialties requires more practitioners. 

·    Healthcare spending in the United States has grown rapidly since the 1960s, at an average rate of 10% a year. In 2009, national healthcare expenditures (NHE) 
have reached $2.5 trillion and grown 5.7%, up from 4.4% in 2008, while the overall economy, still in recession, is anticipated to have fallen 1.1%.  

·    Below are the projections for the increase of healthcare expenditures through 2019: 

CY   2011     2012     2013     2014     2015     2016     2017     2018     2019    
Total 

2010-2019  
                                                                       

NHE ( in trillions)   $ 2.8    $ 2.9    $ 3.1    $ 3.3    $ 3.6    $ 3.8    $ 4.1    $ 4.4    $ 4.7    $ 35.3 
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Business Model Foundations 
 

Based on the specific characteristics of the growing market, and the concrete set of skills of our leadership team, our goal is to attract highly professional 
recruiters by offering them a competitive commission rate for selecting and placing the best healthcare professionals, company incentive and benefit programs, as 
well as a congenial work atmosphere where contributions and success are rewarded. 

  

  
Revenue Streams 
  
Our Traditional Streams of Revenue Include: 
 

 

 

 
Additional Revenue Streams 
 

Potential Acquisitions:  We may expand our operations through the acquisition of other medical staffing or placement agencies   Acquisitions would enable 
us to increase revenue and to integrate the acquired company’s operations into our existing business.  If successful, we will be able to extend our market presence. 
 

Fee Structure for the Healthcare Staffing and Recruiting Industry 
 
           Contingency Fees: This is a service fee, calculated in percentage terms, accordingly to the base salary to be earned by the candidate that the client employs 
during the candidate’s first twelve months of employment. The industry standard is full payment within 30 days of the start of employment. 
  

  

·    Offer the medical specialists (employees) flexible solutions to increase their competitive advantage in the marketplace while creating loyalty to the company. 
·    Create a cost-effective value proposition for its clients and offer fast, high-quality solutions in order to insure a long-term profitable relationship between 

Medical Connections and its valued customers. 
·    Develop, maintain and improve several highly-specialized, technologically advanced web based solutions to improve the medical recruitment process and 

thus improve the overall profitability for the Company and its clients. 
·    Commit to high standards, quality of service and fair recruiting practices in order to maintain an image of professionalism and to become a first choice for 

healthcare staffing and recruiting nationwide. 

·    Permanent Placement Hires: This activity includes the hiring of allied health professionals, nurses, physicians, pharmacists and other medical personnel to 
be employed in healthcare or research facilities. Under this arrangement, we receive a placement fee ranging from 10% to 30% of the employee’s initial annual 
salary, or a negotiated fee, which is predetermined based upon medical specialty. 

·    Contract Appointments: An employment option (typically, 13 week contracts) made by healthcare facilities to cover short staffing during periods of high-
seasonal activity, vacations, leave of absences, etc. This also includes contracts for what is commonly known as “travel positions,” which are for allied 
health professionals, nurses or physicians who are willing to take temporary assignments outside their home region. Under this arrangement, we are the 
employer of record for the healthcare professional. The healthcare facility remits a fee to us that includes all employment overhead, as well as a surcharge for 
the service. The revenue from this activity comes from the commission and surcharge for the service. 

·    Temporary to Permanent Model – Choices Program: This program is a shorter version of the contract appointments, which provides permanent placement 
hires with greater flexibility. 
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           Contract Fees:  This fee is established between the client and Medical Connections, which covers the services for temporary staffing hires and the 
hourly/weekly salary for the employed candidate. The profitability from these fees ranges from 9% to 20%. 
 
           Retainer: The retainer fees are a fixed amount, and agreed upon between Medical Connections and the client. There are several  forms of retained searches, 
including (1) one half the fee is paid at the commencement of the search assignment, expenses are billed monthly throughout the course of the  search, and the 
balance is due when the client offers a position to our  candidate and both client and candidate reach a contractual agreement of employment; and (2) one third of the 
fee is paid in advance, one third at 30 days, and one third at 60 days, regardless of when the assignment is actually filled. 
 
           Flat Rate: This is fixed service fee for large assignments, which is agreed upon between the client and Medical Connections. Large companies often leverage 
their ability to place dozens of job orders at the same time by requiring staffing and recruiting companies to perform search services for a flat position rate. 
 

Business and Marketing Strategies 
 
           The following are the keys to the Company’s growth: 
 

 
Target Market 
 

 
Marketing Strategy 
 

    The success of today’s healthcare staffing and recruiting is based on how fast and effectively candidate talent is attracted to use our services.  Therefore, 
our marketing efforts are focused on: 

  

 
    Our current marketing channels include: 
  

  

·    Implement well -designed programs and tools to train staff and build professional networks. 
·    Implement professional diversified recruiting programs, based on full usage of the existing resources. 
·    Integrate technology and resources in the development of an organizational database to support the recruiting and staffing process. 
·    Develop and manage the contracting process for outsource services and partnerships. 
·    Evaluate staffing, retention, and exit trend information and recommend solutions and support programs that address current business needs. 
·    Ensure that staffing practices and policies are consistently applied and are compliant with all state and federal regulations. 

·    The target markets for Medical Connections are the not-for-profit and for-profit organizations, including healthcare institutions, and medical research 
facilities in the United States. Other recruiting companies are also an alternative market for our programs. 

·    Companies which are hired by the hospitals to outsource their human resource departments are a natural market for our services and at this point represent a 
significant portion of the client base for placements. 

·    Smaller medical recruiting companies and individual recruiters to offer them cost-effective technological solutions for their businesses. 

·    Continuing to develop, increase and maintain Medical Connections’ brand name recognition and positioning it as a high-quality recruiting company. 
·    Attracting the best talent in medical recruiting to source candidates by positioning the Company as the premier place to work for healthcare recruiters. 
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Target Email Campaigns and Passive Applicants 

Medical Connections' team is continuously participating in mass market email campaigns to target passive healthcare applicants who may be interested in hearing 
about new opportunities. We find this approach increases our chances for retention as we locate providers who haven't opened their interests up to our competitors.  
 

Networking Sites (Facebook, Linked In, etc.) 
Medical Connections understands the importance of branding and referrals.  We have continued to participate in many of the current networking sites that help us 
stay in touch with our audience and on top of their current needs. 
  

Candidate Referral Programs 
Medical Connections prides itself on the ability to provide quality service, which is why we offer our consumers the opportunity to refer a friend. We know if we 
strive to offer the upmost quality of service we are more likely to open doors to new business opportunities through our existing audience. 
  

Universities and New Graduates 
Medical Connections is always looking for fresh talent. That is why we will continue to focus our attention on the hundreds of new graduates entering the workforce 
each semester. We know college resources are limited and that is why we have exhibited a great deal of effort in uniting with these colleges to offer our services 
directly to the graduating classes.  We hope our efforts will continue to put us in touch with these new graduates sooner than local competition. 
 

Internet Search Engine Optimization 
We will continue to use the best practices in Search Engine Optimization (“SEO”) and online advertising, by implementing the most-advanced technology in this area. 
 

Internet Portals 
We utilize specialized medical job boards that have thousands of healthcare positions advertised across the Internet. 
 

Telephone Marketing 
We directly contact potential candidates via telephone for sourcing and selecting the best medical professionals. 
  
Competition 
 

The confluence of demographic, legislative, and financial factors has given rise to a highly- fragmented market estimated at 9,500 companies specializing in 
medical staffing and recruiting, according to “Healthcare Staffing Industry Report (2007)”.   We compete against large multi-billion dollar corporations as well as 
small, regional companies.  We believe the following trends characterize our competition in the field of temporary staffing: 
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Even though the tendency is towards concentration, the vast majority of healthcare staffing companies are relatively small.  This follows the same trend as 

in staffing firms and is more pronounced in nurse recruiting, allied health, science and pharmacy recruiting. 
 

Some of our competitors who focus primarily in the medical recruitment and staffing fields include: 
 

AMN Healthcare Services, Inc. 
 

Cross Country Healthcare, Inc. 
 

Medical Staffing Network Holdings, Inc. 
 

On Assignment, Inc. 
  
Strategic Alliances 

  
Another base for the Company’s ongoing growth is its strategic alliances with medical facilities and companies. We believe that one of the keys to our 

success and our ability to expand our operations is the certification that we received from the Joint Commission Health Care Staffing Certification Organization (this 
organization is more commonly known as the “Joint Commission”).  The Joint Commission is an independent, not-for-profit organization that accredits and certifies 
health care organizations and programs in the United States.  Certification by the Joint Commission is recognized nationwide as a symbol of quality that reflects an 
organization’s commitment to meeting performance standards.  Since 1951, the Joint Commission has maintained state-of-the-art standards that focus on improving 
the quality and safety of care provider’s organizations. 
 

Certification by the Joint Commission demonstrates our commitment to excellence and provides the public with meaningful comparative performance 
data.  Joint Commission membership demonstrates that we have met their high standards regarding patient care and professional training. 
  
           Joint Commission accreditation and certification benefits include: 
 

 

  

·    High concentration of companies providing temporary staffing. 
·    In 2008, there were 19 healthcare staffing companies each of which had annual revenue in excess of $50 million according to Staffing Industry Insight, 2008. 
·    Ten companies account for 38%, of the total national healthcare staffing revenue, according to “Staffing Industry Insight, 2008”. 
·    In 2009, 20 of the companies accounted for $5.3 billion of revenue, almost the half of all medical and healthcare staffing revenue. 

·    Strengthens community confidence in the quality and safety of care, treatment and services. 
·    Provides a competitive edge in the marketplace. 
·    Improves risk management and risk reduction. 
·    Provides education on good practices to improve business operation. 
·    Provides professional advice and counsel, enhancing staff education. 
·    Enhances staff recruitment and development. 
·    Recognized by select insurers and other third parties. 
·    May fulfill regulatory requirements in select states. 
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Most importantly, Joint Commission accreditation opens our staffing services to a broad range of health care facilities that require Joint Commission 

membership before they will consider utilizing the services of any medical staffing agencies. We believe that there are very few medical staffing agencies of our size 
which have Joint Commission certification.  In addition,   our size will enable us to readily adapt to changing market conditions and standards to continue to meet 
ongoing Joint Commission certification. 
 

  
The healthcare industry is subject to extensive and complex federal and state laws and regulations related to professional licensure, conduct of operations, 

payment for services and payment for referrals. Our operations are subject to applicable state and local regulations governing the provision of temporary staffing that 
require staffing companies to be licensed or separately registered.   These regulations also require hospitals to maintain minimum staffing requirements which 
facilitate the implementation of our business plan. 
  

For example, hospitals certified to participate in Medicare are required to "have adequate numbers of licensed registered nurses, licensed practical 
(vocational) nurses and other personnel to provide nursing care to all patients, as needed". Reductions in nursing budgets have resulted in fewer nurses working 
longer hours, while caring for sicker patients. 
  

There are three general approaches to providing sufficient nurse staffing. The first approach is the implementation of nurse staffing plans, with input from 
practicing nurses, to institute safe nurse to patient ratios that are based on patient need and other criteria. The second approach is legislation or regulations 
mandating specific nurse to patient ratios. The third approach is a combination of nurse staffing plans and legislated nurse to patient ratios. 
  

At various times, proposed federal regulations have surfaced that will require hospitals to set unit-by-unit nurse staffing levels in coordination with the 
direct care nursing staff and based on the unique needs of each unit and its patients. In addition, some states including California, Florida, Illinois and New Jersey 
have enacted rules and regulations for staffing requirements.  To date, we have not experienced any material difficulties in complying with such regulations.  Some 
states require state licensure for businesses that employ and/or assign healthcare personnel to provide healthcare services on-site at hospitals and other healthcare 
facilities.   Most of the contract healthcare professionals that we employ are required to be individually licensed or certified under applicable state laws. We take 
reasonable steps to ensure that our contract professionals possess all necessary licenses and certifications. 

  

  

Regulation 
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ITEM 1A.  RISK FACTORS 
  

RISK FACTORS 
 

You should carefully consider the risks described below before buying shares of our Common Stock. Additional risks and uncertainties not currently 
known to us or that we currently deem immaterial may impair our business operations. If any of the adverse events described in this risk factors section actually 
occur, our business, results of operations and financial condition could be materially adversely affected, the trading price of our Common Stock could decline 
and you might lose all or part of your investment. We have had operating losses to date and cannot assure that we will be profitable in the foreseeable future. We 
make various statements in this section which constitute “forward-looking” statements under Section 27A of the Securities Act. 
 
RISKS ASSOCIATED WITH THE COMPANY'S PROSPECTIVE BUSINESS AND OPERATIONS 
 
We have incurred significant net operating losses and there is no assurance that we will ever be profitable. 
 

We have a history of net operating losses and incurred net losses of $7.7 million in 2009, $7.5 million in 2008 and $6.5 million in 2007.  As of December 31, 
2009, we had an accumulated deficit of $33,544,377.   The extent of our future operating losses and the timing of our profitability are highly uncertain, and we may 
never generate sufficient revenues to achieve or sustain profitability. Even if we are able to successfully expand our operations, there can be no assurance that we 
will be able to operate profitably. 
 

It is critical to our success that we continue to devote financial resources to sales and marketing and developing brand awareness. As a result, we expect 
that our operating expenses will increase significantly during the next several years. As we increase spending, there can be no assurance that we will be able to 
continue to operate on a profitable basis. As a result, we may not be able to sustain profitable operations, or if we do continue to achieve profitability in any period, 
we may not be able to sustain or increase profitability on a quarterly or annual basis. 
  
Our Independent Registered Public Accounting Firm has issued a going concern opinion and if we do not achieve profitability, we may be forced to cease 
operations. 
 

Due to our operating losses and deficits, our independent registered public accounting firm expressed doubts about our ability to continue as a going 
concern.   In this regard, see Note 11 to our audited consolidated financial statements included in this Annual Report.   If we are not able to continue as a going 
concern, our operations will terminate and any investment in the Company will likely become worthless. 
 
If we are unable to attract and retain qualified contract professionals to meet staffing demands, our business could be negatively impacted. 
  

Our business is substantially dependent upon our ability to attract and retain healthcare professionals who possess the skills, experience and, as required, 
licenses to meet the specified requirements of our clients. We compete for such contract professionals with other temporary staffing companies and with our clients 
and potential clients. Long term, there will be a shortage of qualified health care professionals in most areas of the United States. There can be no assurance that 
qualified healthcare professionals will be available to us in adequate numbers to meet staffing requests.    Moreover, our contract professionals are often hired to 
become regular employees of our clients. Attracting and retaining contract professionals depends on several factors, including our ability to provide contract 
professionals with attractive assignments and competitive benefits and wages. The cost of attracting and retaining contract professionals may be higher than we 
anticipate and, as a result, if we are unable to pass these costs on to our clients, our likelihood of achieving or maintaining profitability could decline. If we are unable 
to attract and retain a sufficient number of contract professionals to meet client demand, we may be required to forgo staffing and revenue opportunities, which may 
hurt the growth of our business. 
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Growth of our businesses is substantially dependent upon our ability to attract, develop and retain qualified and skilled health care professionals. 
  

A key component of our ability to grow our business includes our ability to attract, develop and retain qualified health care professionals, particularly 
persons with industry experience. The available pool of qualified candidates is limited. We cannot assure you that we will be able to recruit, develop and retain 
qualified candidates in sufficient numbers or that our staffing consultants will achieve productivity levels sufficient to enable growth of our business. Failure to 
attract and retain productive staffing consultants could adversely affect our business, financial condition and results of operations. 
  
The costs of attracting and retaining qualified healthcare professionals may increase more than we anticipate. 
 

We compete with hospitals and other healthcare staffing companies for qualified healthcare professionals. Because there is currently a shortage of qualified 
healthcare professionals, competition for these employees is intense. To induce healthcare professionals to sign on with them, our competitors may increase hourly 
wages or other benefits. If we do not raise wages or other benefits in response to such increases by our competitors, we could face difficulties attracting and 
retaining qualified healthcare professionals. In addition, if we raise wages in response to our competitors’ wage increases and are unable to pass such cost increases 
on to our clients, our margins could decline. 
  
Our business is dependent upon the proper functioning of our information technology systems in a cost effective manner. 
  

The operation of our business is dependent on the proper functioning of our information technology systems. In 2009, we continued to upgrade our 
enterprise-wide information system. Critical information systems used in daily operations identify and match staffing resources and client assignments, track 
regulatory credentialing, manage scheduling and also perform billing and accounts receivable functions.  During 2009, we installed a new enterprise-wide ERP 
application (Microsoft Dynamics-SL). If the system fails to perform reliably or otherwise does not meet our expectations, or if we fail to successfully complete the 
implementation of other modules of the system, we could experience business interruptions that could result in deferred or lost sales. Our information systems are 
vulnerable to fire, storm, flood, power loss, telecommunications failures, physical or software break-ins and similar events. If our information systems fail or are 
otherwise unavailable, these functions would have to be accomplished manually, which could impact our ability to identify business opportunities quickly, to pay our 
staff in a timely fashion and to bill for services efficiently. We have a disaster recovery plan that can be activated in case of any system failure and have periodic 
procedures that backs-up and safeguards all critical data in a secured facility. 
  
The temporary staffing industry is highly competitive and the success and future growth of our business depend upon our ability to remain competitive in 
obtaining and retaining temporary staffing clients. 
  

The medical staffing industry is highly competitive and fragmented with limited barriers to entry. We compete in national, regional and local markets with 
full-service agencies and in regional and local markets with specialized temporary staffing agencies. Some of our competitors have significantly greater marketing and 
financial resources than we do. Our ability to attract and retain clients is based on the value of the service we deliver, which in turn depends principally on the speed 
with which we fill assignments and the appropriateness of the match based on clients’ requirements and the skills and experience of our contract professionals. Our 
ability to attract skilled, experienced contract professionals is based in part on our ability to pay competitive wages, to provide competitive benefits and to provide 
multiple, continuous assignments. This will increase the retention rate of these employees. To the extent that competitors seek to gain or retain market share by 
reducing prices or increasing marketing expenditures, we could lose revenues and our gross and operating margins could decline, which could seriously harm our 
operating results and cause the trading price of our stock to decline. As we expand into new geographic markets, our success will depend in part on our ability to 
gain market share from competitors. We expect competition for clients to increase in the future, and the success and growth of our business depends on our ability to 
remain competitive. 
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Improper activities of our contract professionals could result in damage to our business reputation, discontinuation of our client relationships and exposure to 
liability. 
  

We may be subject to possible claims by our clients related to errors and omissions, misuse of proprietary information, discrimination and harassment, theft 
and other criminal activity, malpractice and other claims stemming from the improper activities or alleged activities of our contract professionals. We do carry general 
liability insurance, with up to five million dollars of coverage to protect us against these possible claims and the damages we may incur as a result thereof.  Claims 
raised by clients stemming from the improper actions of our contract professionals, even if without merit, could cause us to incur significant expense associated with 
the costs or damages related to such claims. Further, such claims by clients could damage our business reputation and result in the discontinuation of client 
relationships. 
  
Claims against us by our contract professionals for damages resulting from the negligence or mistreatment by our clients could result in significant costs and 
adversely affect our recruitment and retention efforts. 
  

We may be subject to possible claims by our contract professionals alleging discrimination, sexual harassment, negligence and other similar activities by our 
clients. We cannot assure that our current liability insurance coverage will be adequate or will continue to be available in sufficient amounts to cover damages or 
other costs associated with such claims. Claims raised by our contract professionals, even if without merit, could cause us to incur significant expense associated 
with the costs or damages related to such claims. Further, any associated negative publicity could adversely affect our ability to attract and retain qualified contract 
professionals in the future. 
  
Demand for our services is significantly impacted by changes in the general level of economic activity and continued periods of reduced economic activity could 
negatively impact our business and results of operations. 
  

Demand for the temporary staffing services that we provide is significantly impacted by changes in the general level of economic activity, particularly any 
negative effect on healthcare, research and development and quality control spending. As economic activity slows, many clients or potential clients for our services 
reduce their usage of and reliance upon temporary professionals before laying off their regular, full-time employees. During periods of reduced economic activity, we 
may also be subject to increased competition for market share and pricing pressure. As a result, continued periods of reduced economic activity could have a material 
adverse impact on our business and results of operations. 
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Decreases of in-patient admissions at our clients’ facilities may adversely affect the profitability of our business. 
 

The general level of in-patient admissions at our clients’ facilities significantly affects demand for our temporary healthcare staffing services. When a 
hospital’s admissions increase, temporary employees are often added before full-time employees are hired. As admissions decrease, clients may reduce their use of 
temporary employees before undertaking layoffs of their regular employees. We also may experience more competitive pricing pressure during periods of in-patient 
admissions downturn. In addition, if a trend emerges toward providing healthcare in alternative settings, such as acute care hospitals, in-patient admissions at our 
clients’ facilities could decline. This reduction in admissions could adversely affect the demand for our services and our profitability. 
  
We do not have long-term or exclusive agreements with our temporary staffing clients and growth of our business depends upon our ability to continually secure 
and fill new orders. 
  

We do not have long-term agreements or exclusive guaranteed order contracts with our temporary staffing clients.  The success of our business depends 
upon our ability to continually secure new orders from clients and to fill those orders with our contract professionals. Our agreements do not provide for exclusive 
use of our services, and clients are free to place orders with our competitors. As a result, it is imperative to our business that we maintain positive relationships with 
our clients. If we fail to maintain positive relationships with these clients, we may be unable to generate new contract staffing orders, and the growth of our business 
could be adversely affected. 
  
Fluctuation in patient occupancy rates at client facilities could adversely affect demand for services of our Healthcare Staffing segment and our results of 
operations. 
  

Client demand for our healthcare staffing segment services is significantly impacted by changes in patient occupancy rates at hospitals and healthcare 
clients’ facilities. Increases in occupancy often result in increased client need for contract professionals before full-time employees can be hired. During periods of 
decreased occupancy, hospitals and other healthcare facilities typically reduce their use of contract professionals before laying off their regular, full-time employees. 
During periods of decreased occupancy, we may experience increased competition to service clients, including pricing pressure. Occupancy at certain healthcare 
clients’ facilities also fluctuates due to the seasonality of some elective procedures. Periods of decreased occupancy at client healthcare facilities could materially 
adversely affect our results of operations. 
  
Our senior management team is critical to the strategic direction of our company. If there were an unplanned loss of service by any of our officers our business 
could be harmed. 
  

We depend, and will continue to depend, on the services of our executive management team which includes Joseph Azzata, our Chief Executive Officer, 
Anthony Nicolosi, our President and Brian Neill, our Chief Financial Officer. Our success also will depend in part upon our ability to attract and retain qualified 
executive officers and other skilled employees who are knowledgeable about our business. If we were to lose the services of members of our executive management 
team, our business could be adversely affected. We believe we have been successful in attracting and retaining key personnel throughout our history. We have 
employment agreements with the members of our executive management team. Nevertheless, because of the executive management role and involvement in 
developing and implementing our current business strategy, any unplanned loss of their services could substantially harm our business. 
  
Future changes in reimbursement trends could hamper our clients’ ability to pay us. 
  

Many of our staffing clients are reimbursed under the federal Medicare program and state Medicaid programs for the services they provide. In recent years, 
federal and state governments have made significant changes in these programs that have reduced reimbursement rates. In addition, insurance companies and 
managed care organizations seek to control costs by requiring that healthcare providers, such as hospitals, discount their services in exchange for exclusive or 
preferred participation in their benefit plans. 
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Future federal and state legislation or evolving commercial reimbursement trends may further reduce, or change conditions for, our clients’ reimbursement. 

Limitations on reimbursement could reduce clients’ cash flows, hampering their ability to pay us.  In addition, insurance companies and managed care organizations 
seek to control costs by requiring that healthcare providers, such as hospitals, discount their services in exchange for exclusive or preferred participation in their 
benefit plans. Future federal and state legislation or evolving commercial reimbursement trends may further reduce, or change conditions for, our clients’ 
reimbursement. Limitations on reimbursement could reduce our clients’ cash flows, hampering their ability to pay us. 
  
Healthcare reform could negatively impact our business opportunities, revenues and gross and operating margins. 
  

Federal and state governments have undertaken efforts to control increasing healthcare costs through legislation, regulation and voluntary agreements with 
medical care providers and drug companies. In the recent past, the U.S. Congress has considered several comprehensive healthcare reform proposals. The proposals 
are generally intended to expand healthcare coverage for the uninsured and reduce the growth of total healthcare expenditures. If any of these proposals are 
approved, hospitals and other healthcare facilities may react by spending less on healthcare staffing, including nurses. If this were to occur, we would have fewer 
business opportunities, which could seriously harm our business. 
  

Furthermore, third-party payers such as health maintenance organizations increasingly challenge the prices charged for medical care. Failure by hospitals 
and other healthcare facilities to obtain full reimbursement from those third-party payers could reduce the demand or the price paid for our staffing services. 
  
We operate in a regulated industry and changes in regulations or violations of regulations may result in increased costs or sanctions that could reduce our 
revenues and profitability. 
  

Our business is subject to extensive and complex federal and state laws and regulations including but not limited to; professional licensure, payroll tax 
regulations, conduct of operations, payment for services and payment for referrals. If we fail to comply with the laws and regulations that are directly applicable to 
our business, we could suffer civil and/or criminal penalties or be subject to injunctions or cease and desist orders. 
  

Extensive and complex laws that apply to our hospital and healthcare facility clients, including laws related to Medicare, Medicaid and other federal and 
state healthcare programs, could indirectly affect the demand or the prices paid for our services. For example, our hospital and healthcare facility clients could suffer 
civil and/or criminal penalties and/or be excluded from participating in Medicare, Medicaid and other healthcare programs if they fail to comply with the laws and 
regulations applicable to their businesses. In addition, our hospital and healthcare facility clients could receive reduced reimbursements or be excluded from coverage 
because of a change in the rates or conditions set by federal or state governments. In turn, violations of or changes to these laws and regulations that adversely 
affect our hospital and healthcare facility clients could also adversely affect the prices that these clients are willing or able to pay for our services. 
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RISKS RELATING TO OWNERSHIP OF OUR SECURITIES 
 
We are subject to evolving corporate governance and public disclosure regulations that may result in additional expenses and continuing uncertainty regarding 
the application of such regulations. 
  

Changing laws, regulations and standards relating to corporate governance and public disclosure, including the Sarbanes-Oxley Act of 2002 and related 
rules and regulations, are creating uncertainty for public companies. We are presently evaluating and monitoring developments with respect to new and proposed 
rules and cannot predict or estimate the amount of the additional compliance costs we may incur or the timing of such costs. These new or changed laws, regulations 
and standards are subject to varying interpretations, in many cases due to their lack of specificity, and as a result, their application in practice may evolve over time 
as new guidance is provided by courts and regulatory and governing bodies. This could result in continuing uncertainty regarding compliance matters and higher 
costs necessitated by ongoing revisions to disclosure and governance practices. Maintaining appropriate standards of corporate governance and public disclosure 
may result in increased general and administrative expenses and a diversion of management’s time and attention from revenue-generating activities to compliance 
activities. In addition, if we fail to comply with new or changed laws, regulations and standards, regulatory authorities may initiate legal proceedings against us and 
our business and our reputation may be harmed. 
 

We also expect these new rules and regulations may make it more difficult and more expensive for us to obtain director and officer liability insurance and we 
may be required to accept reduced policy limits and coverage or incur substantially higher costs to obtain the same or similar coverage. As a result, it may be more 
difficult for us to attract and retain qualified individuals to serve on our Board of Directors or as executive officers. 
 

We are constantly evaluating and monitoring developments with respect to these new rules. 
 
We do not expect to pay dividends in the foreseeable future. 
 

We have never paid cash dividends on our common stock and have no plans to do so in the foreseeable future. We intend to retain earnings, if any, to 
develop and expand our business. 
 
"Penny stock" rules may make buying or selling the common stock difficult and severely limit their market and liquidity. 
 

Trading in our common stock is subject to certain regulations adopted by the Securities and Exchange Commission (“SEC”) commonly known as the "Penny 
Stock Rules". Our common stock qualifies as penny stock and is covered by Section 15(g) of the Securities and Exchange Act of 1934, as amended (the "1934 Act"), 
which imposes additional sales practice requirements on broker/dealers who sell our common stock in the market. The "Penny Stock" rules govern how 
broker/dealers can deal with their clients and "penny stock". For sales of our common stock, the broker/dealer must make a special suitability determination and 
receive from clients a written agreement prior to making a sale. The additional burdens imposed upon broker/dealers by the "penny stock" rules may discourage 
broker/dealers from effecting transactions in our common stock, which could severely limit its market price and liquidity. This could prevent investors from reselling 
our common stock and may cause the price of the common stock to decline. 
 

Although our common stock is listed for trading on the Over-the-Counter Electronic Bulletin Board, the trading market in the common stock has 
substantially less liquidity than the average trading market for companies quoted on other national stock exchanges and our price may fluctuate dramatically. A 
public trading market having the desired characteristics of depth, liquidity and orderliness depends on the presence in the marketplace of willing buyers and sellers of 
our common stock at any given time. This presence depends on the individual decisions of investors and general economic and market conditions over which we 
have no control. Due to limited trading volume, the market price of our common stock may fluctuate significantly in the future, and these fluctuations may be 
unrelated to our performance. General market price declines or overall market volatility in the future could adversely affect the price of our common stock, and the 
current market price may not be indicative of future market prices. 
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Our shares may have limited liquidity. 
  

The public float for shares of our common stock is highly limited. As a result, should you wish to sell your shares into the open market you may encounter 
difficulty selling large blocks of your shares or obtaining a suitable price at which to sell your shares. 
  
Our stock price may be volatile, which may result in losses to our stockholders. 
  

The stock markets have experienced significant price and trading volume fluctuations, and the market prices of companies quoted on the Over-The-Counter 
Bulletin Board such as ours generally have been very volatile and have experienced sharp share price and trading volume changes. 
 

The market price of our common stock is likely to be highly volatile and could fluctuate widely in price in response to various factors, many of which are 
beyond our control, including: 
 

o       technological innovations or new products and services by us or our competitors; 
o       additions or departures of key personnel; 
o       sales of our common stock 
o       our ability to integrate operations, technology, products and services; 
o       our ability to execute our business plan; 
o       operating results below expectations; 
o       loss of any strategic relationship; 
o       industry developments; 
o       economic and other external factors; and 
o       period-to-period fluctuations in our financial results. 

 
In addition, the securities markets have from time to time experienced significant price and volume fluctuations that are unrelated to the operating 

performance of particular companies. These market fluctuations may also materially and adversely affect the market price of our common stock. 
 

Domestic and international stock markets often experience significant price and volume fluctuations. These fluctuations, as well as general economic and 
political conditions unrelated to our performance, may adversely affect the price of our common stock. Most recently, the severe financial credit crisis and recession 
have had a significant impact on the stock market in general and our stock price in particular. Depending on its depth and length, the current recession could have an 
impact on our business and as such, could adversely affect the market price of our common stock.   
  
Our Chief Executive Officer and President exercise voting control over 58.83% of our outstanding securities. As a result, this enables them to exert significant 
influence over the Company's corporate actions. 
  

Mr. Azzata, our Chief Executive Officer, and Mr. Nicolosi, our President, exercise voting control over 58.83% of our outstanding securities.  See "Item 
12.  Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters."  As a result, Mr. Azzata and Mr. Nicolosi will be able to 
affect the outcome of or exert significant influence over all matters requiring shareholder approval, including the election and removal of directors, most corporate 
actions and any change in control. In particular, this concentration of ownership of our common stock could have the effect of delaying or preventing a change of 
control or otherwise discouraging or preventing a potential acquirer from attempting to obtain control of the Company. 
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We may be exposed to potential risks relating to our internal controls over financial reporting and our ability to have those controls attested to by our 
independent auditors. 
  

As directed by Section 404 of the Sarbanes-Oxley Act of 2002 (“SOX 404”), the Securities and Exchange Commission adopted rules requiring small business 
issuers, such as our company, to include a report of management on the company’s internal controls over financial reporting in their annual reports.   In 2010, we 
become subject to the provisions of SOX 404  that require the independent registered public accounting firm auditing our financial statements to attest to and report 
on management’s assessment of the effectiveness of our internal controls over financial reporting as well as the operating effectiveness of our internal controls. 
 
Our common stock is thinly traded. You may be unable to sell at or near ask prices or at all if you need to sell your shares to raise money or otherwise desire to 
liquidate such shares. 
 

We cannot predict the extent to which an active public market for our common stock will develop or be sustained. Our common stock has historically been 
sporadically or “thinly-traded” on the “Over-The-Counter Bulletin Board,” meaning that the number of persons interested in purchasing our common stock at or near 
bid prices at any given time may be relatively small or non-existent. This situation is attributable to a number of factors, including the fact that we are a small company 
which is relatively unknown to stock analysts, stock brokers, institutional investors and others in the investment community that generate or influence sales volume. 
Even if we came to the attention of such persons, they tend to be risk-averse and would be reluctant to follow an unproven company such as ours or purchase or 
recommend the purchase of our shares until such time as we became more seasoned and viable. As a consequence, there may be periods of several days or more 
when trading activity in our shares is minimal or non-existent, as compared to a seasoned issuer which has a large and steady volume of trading activity that will 
generally support continuous sales without an adverse effect on share price. We cannot give you any assurance that a broader or more active public trading market 
for our common stock will develop or be sustained, or that current trading levels will be sustained. 
 

The market price for our common stock is particularly volatile given our status as a relatively small company with a small and thinly traded “float”.  This 
could lead to wide fluctuations in our share price. You may be unable to sell your common stock at or above your purchase price if at all, which may result in 
substantial losses to you. 
 

Shareholders should be aware that, according to SEC Release No. 34-29093, the market for penny stocks has suffered in recent years from patterns of fraud 
and abuse. Such patterns include (1) control of the market for the security by one or a few broker-dealers that are often related to the promoter or issuer; (2) 
manipulation of prices through prearranged matching of purchases and sales and false and misleading press releases; (3) boiler room practices involving high-
pressure sales tactics and unrealistic price projections by inexperienced sales persons; (4) excessive and undisclosed bid-ask differential and markups by selling 
broker-dealers; and (5) the wholesale dumping of the same securities by promoters and broker-dealers after prices have been manipulated to a desired level, along 
with the resulting inevitable collapse of those prices and with consequent investor losses. 
 

Our management is aware of the abuses that have occurred historically in the penny stock market. Although we do not expect to be in a position to dictate 
the behavior of the market or of broker-dealers who participate in the market, management will strive within the confines of practical limitations to prevent the 
described patterns from being established with respect to our securities. The occurrence of these patterns or practices could increase the volatility of our share price. 
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Volatility in our common stock price may subject us to securities litigation. 
 

The market for our common stock is characterized by significant price volatility when compared to seasoned issuers, and we expect that our share price will 
continue to be more volatile than a seasoned issuer for the indefinite future. In the past, plaintiffs have often initiated securities class action litigation against a 
company following periods of volatility in the market price of its securities. We may, in the future, be the target of similar litigation. Securities litigation could result in 
substantial costs and liabilities and could divert management's attention and resources. 
 
A sale of a substantial number of shares of our common stock may cause the price of our common stock to decline. 
 
                If our stockholders sell substantial amounts of our common stock in the public market, including shares issued upon the conversion of outstanding 
debentures, the exercise of outstanding options or warrants, the market price of our common stock could fall. These sales also may make it more difficult for us to sell 
equity or equity-related securities in the future at a time and price that we deem reasonable or appropriate.  In addition, recipients of our Series A preferred shares 
who convert those shares into shares of our Common Stock may sell these shares, if eligible, pursuant to Rule 144. 
  
We may need additional capital, and the sale of additional shares or other equity securities could result in additional dilution to our stockholders. 
  

We will require additional cash resources to expand our business operations and fully implement our business plan, including any investments or 
acquisitions we may decide to pursue. If our resources are insufficient to satisfy our cash requirements, we may seek to sell additional equity or debt securities or 
obtain a credit facility. The sale of additional equity securities could result in additional dilution to our stockholders. The incurrence of indebtedness would result in 
increased debt service obligations and could result in operating and financing covenants that would restrict our operations. We cannot assure you that financing will 
be available in amounts or on terms acceptable to us, if at all. 
 
ITEM 2.  PROPERTIES. 
 

Our corporate headquarters are located at 2300 Glades Road, Suite 202E Boca Raton, Florida 33431.  We operate Medical Connections, Inc. from this 
office.   We lease approximately 4,500 square feet of space with a monthly rent expense of $13,398 which includes operating expenses and taxes.  Our current lease 
expires on March 31, 2010. 

  
In June 2008, we entered into a seven-year operating lease for larger office space in Boca Raton, Florida.  The lease required a $200,000 security deposit with 

an occupancy date scheduled for mid 2009. The security deposit acts as guarantee for performance under the terms of the lease. Assuming no defaults, the security 
deposit of $200,000 shall be reduced by $50,000 after expiration of each of the third, fourth, and fifth lease year, with $50,000 remaining as security until lease 
termination. The lease was modified effective as of September 1, 2009 to reduce the amount of square footage and to lower the rent expense. Under the new lease 
amendment, the monthly base rent begins at $13,830 and will increase by 3% each year for a total of $1,271,640 in future minimum rent payments. We are required to 
pay property taxes, utilities, insurance and other costs relating to the leased facilities.  We expect to move into these facilities in the second quarter of 2010. 
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ITEM 3.  LEGAL PROCEEDINGS. 
 
           None. 
 
ITEM 4.  RESERVED 
 
           None. 

  
PART II 

 
ITEM 5.  MARKET FOR REGISTRANT'S COMMON EQUITY, RELATED STOCKHOLDER MATTERS AND ISSUER PURCHASES OF EQUITY SECURITIES. 
 
A.  Market Information 
 

Our common stock trades on the NASDAQ Over-the-Counter-Bulletin Board under the symbol ("MCTH"). There is a very limited market for our common 
stock, with very limited trading activities. The reported bid quotations reflect inter-dealer prices without retail markup, markdown or commissions, and may not 
necessarily represent actual transactions. 
 

The high and low bid price for those periods is set forth below: 
  

  
B.  Holders 
 

As of March 8, 2010, there were 1,028 stockholders of record of our Common Stock. 
 

Our transfer agent is Interwest Transfer Company. Their mailing address is 1981 East 4800 South, Salt Lake City, UT 84117 and their telephone number is 
(801)272-9294. 

  

  

    High     Low  
2008            
        First Quarter                                                                                   $ 2.40    $ 1.75 
        Second Quarter                                                                                               $ 2.00    $ 1.55 
        Third Quarter    $ 2.00    $ 1.55 
        Fourth Quarter     $ 2.50    $ 1.01 
               
 2009              
        First Quarter    $ 2.09    $ 1.39 
        Second Quarter    $ 1.74    $ 0.20 
        Third Quarter      $ 0.78    $ 0.25 
        Fourth Quarter    $ 0.54    $ 0.26 
               
 2010              
        Through February 5, 2010     $ 0.52    $ 0.26 
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C.  Dividends 
 

We have not paid any cash dividends on our common stock since the date of our incorporation and we do not anticipate paying any cash common stock 
dividends in the foreseeable future. We anticipate that any earnings will be retained for development and expansion of our businesses.  Future dividend policy will 
depend upon our earnings, financial condition, contractual restrictions and other factors considered relevant by our Board of Directors and will be subject to 
limitations imposed under Florida law. 
 
D.  Equity Compensation Plans 
 

We have reserved an aggregate of 50,000 shares of common stock for issuance under our 2006 Stock Incentive and Compensation Plan ("2006 Plan"), which 
provides for the grant of options to our employees, consultants and non-employee directors. Under the 2006 Plan, the exercise price of each option equals the market 
price of the Company's stock on the date of grant and an option's maximum term is 10 years. As of December 31, 2009, we do not have any options issued and 
outstanding under the 2006 Plan. 
 
E.  Sale of Unregistered Securities 
 

During the three month period ended December 31, 2009, we sold 9,884,090 shares of our Common Stock to accredited or sophisticated investors for 
aggregate gross proceeds of $2,500,185. 
 

During the three month period ended December 31, 2009, three shareholders converted 825 shares of their Series A preferred stock into 15,675 shares of our 
common stock. 
  

During the three month period ended December 31, 2009, we issued 950,000 shares of our Common Stock for services rendered to four consultants at $0.23 
per share fair market value, for a total cost of $218,500. 
  

These securities were issued in transactions that were exempt from registration under Regulation D Rule 506 and/or Section 4(2) of the Securities Act of 
1933, as amended (“Securities Act”), as transactions by an issuer not involving a public offering. All of the investors were knowledgeable, sophisticated and had 
access to comprehensive information about the Company and represented their intention to acquire the securities for investment only and not with a view to 
distribute or sell the securities. The Company placed legends on the securities stating that the securities were not registered under the Securities Act and set forth 
the restrictions on their transferability and sale. 
  
ITEM 7.  MANAGEMENT’S DISCUSSION AND ANALYSIS OR PLAN OF OPERATION. 
  

The following discussion and analysis of our financial condition and results of operations for the periods indicated should be read in conjunction with our 
consolidated financial statements, related notes and the other financial data included elsewhere in our Annual Report on Form 10-K. In addition to historical 
information, this discussion contains forward-looking statements involving risks, uncertainties and assumptions including such statements as plans, objectives, 
expectations and intentions that could cause our results to differ materially from expectations. See our cautionary language preceding Item 1. Business, and Item 1A. 
Risk Factors, for factors that could cause future results to differ materially. 
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General 
 
                The Company generates revenues primarily from permanent placement hires and contract appointments. 
  
Year ended December 31, 2009 (“2009”) compared with the Year ended December 31, 2008 (“2008”) 
 

Revenue in 2009 was $6,131,611, a decrease of $935,379, or 13.0%, when compared with revenue of $7,066,990 in 2008.  The two main components of revenue 
are permanent placement hires and contract appointments. Revenue from permanent placement decreased 41.9% to $1,028,189 in 2009 compared with revenue of 
$1,769,990 in 2008. This decrease in permanent placement revenue was the result of the overall decline in the economy during the year and its negative effect on 
nursing employment opportunities. 
 

Revenue from contract appointments decreased $193,578 to $5,103,422 in 2009, or 3.6%, from $5,297,000 in revenue for 2008. The decrease was the result of 
the impact the overall economic decline has had on temporary nursing appointments in 2009. 
 

The direct costs of revenue for contract appointments increased $196,596, or 4.6%, from $4,257,929 in 2008 to $4,454,525 in 2009.  These costs represent the 
personnel salaries including benefits, temporary housing and travel costs. The gross profit from contract appointments decreased from $1,039,071, (20% of revenue) 
in 2008 to $648,897, (12.7% of revenue) in 2009.   The decrease in gross margin is attributable to a larger percentage of revenue being derived from lower margin “third-
party” contracts during 2009 versus 2008. 
 
               Sales and marketing expenses were $359,703 in 2009, a decrease of $277,148, or 43.5%, from $636,851 in 2008. The decrease was a result of our efforts to 
reduce operating expenses during 2009. As a percentage of revenue, sales and marketing expenses were 5.9 % and 9.0% in 2009 and 2008, respectively. 
 

Recruiting costs decreased to $2,102,727, or 34.3% of revenue, in 2009 compared with $2,782,672, or 39.4% of revenue, in 2008.   This represents a decrease of 
$679,945, or 24.4%, when comparing recruiter expense in 2009 to 2008. The reduction in expense is due to a decrease in revenue and its impact on commissions paid, 
and to changes in recruiter compensation and staffing levels. 
 

Professional and consulting fees decreased to $2,662,194 in 2009 compared with $2,735,360 in 2008.  During 2009, management continued to utilize the 
services of consultants to assist with certain functions related to business development, finance, and compliance. 
 

General and administrative expenses decreased $196,719, or 5.2%, to $3,596,723, in 2009 compared with $3,793,578 in 2008.  During 2009, we installed a new 
enterprise-wide ERP application (Microsoft Dynamics-SL). The new system will provide a robust platform for growth via acquisition and for compliance with 
Sarbanes-Oxley 404. The expense in 2009 associated with the implementation was $126,783.  An additional cost of $55,800 for licenses and hardware were capitalized. 
 

Other expenses, net, were $655,279 in 2009 compared with $402,810 in 2008. During 2009, we incurred $94,434 in expenses disposing of an investment 
property in North Carolina.  We also incurred $304,779 in legal and auditing expenses associated with our pending acquisition and $148,220 in investment banking 
expenses. 
 

Net losses for the years ended December 31, 2009 and December 31, 2008 were ($7,711,887) and ($7,542,210), respectively. 
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Liquidity and Capital Resources 
 
                 Due to the operating losses and deficits, our independent auditors have raised doubts about our ability to continue as a going concern in their report on 
our financial statements for 2009. Despite these historical losses, management believes that it will be able to satisfy ongoing operating expenses. Management has 
done so to date by raising capital through the sale of its Common Stock. It will continue to do so, and/or seek third-party financing, until such time as revenues from 
operations satisfy operating expenses. There can be no assurance that a market for our stock or third-party financing will be available, or if available, will be offered 
on terms that will not adversely impact our shareholders. 
 
                As of December 31, 2009, total current assets were $1,920,740 as compared with $1,792,689 in 2008. The increase in total current assets is primarily 
attributable to an increase in cash from $599,058 in 2008 to $1,017,843 in 2009 partially offset by a decrease in accounts receivable of $213,940. The decrease in 
accounts receivable is directly attributable to the decrease in revenue during the year.   Total current liabilities decreased $224,514 to $214,290 in 2009 from $438,804 in 
2008, primarily due to a reduction in accounts payable at the end of the year. 
 

All other assets which we have categorized as property and equipment are office furniture, equipment and software directly related to the operations of 
Medical Connections, Inc. 
 

For the year ended December 31, 2009, we raised $6,642,032 from the sale of an aggregate of 17,249,571 shares of our common stock in private offerings. 
 

The Company currently leases office space under a sixty-nine month lease that commenced January 1, 2005 and terminates March 31, 2010.  Monthly 
payments under the lease are $13,398, for a total of $40,194 in remaining payments.  In June 2008, we entered into a seven-year operating lease for larger office space 
in Boca Raton, Florida.  The lease required a $200,000 security deposit with an occupancy date scheduled for mid 2009. The security deposit acts as guarantee for 
performance under the terms of the lease. Assuming no defaults, the security deposit of $200,000 shall be reduced by $50,000 after expiration of each of the third, 
fourth, and fifth lease year, with $50,000 remaining as security until lease termination. The lease was modified effective September 1, 2009 to reduce the amount of 
square footage and to lower the rent expense. Under the new lease amendment, the monthly base rent begins at $13,830 and will increase by 3% each year for a total 
of $1,271,640 in future minimum rent payments. We are required to pay property taxes, utilities, insurance and other costs relating to the leased facilities.  We expect 
to move into the new facilities in the second quarter of 2010. 
  
Critical Accounting Policies 
 
                Revenue Recognition: The Company records its transactions under the accrual method of accounting whereby income recognized when the services 
are   rendered and collection is reasonably assured. 
 
               Allowances for Doubtful Accounts: Accounts are written off when management determines that an account is uncollectible Recoveries of accounts 
previously written off are recorded when received. Estimated allowances for doubtful accounts are determined to reduce the Company's receivables to their carrying 
value, which approximates fair value. Such allowances include a sales allowance for that portion of permanent placement revenue that may “falloff” after a reasonable 
period of time.  Allowances are estimated based on historical collection experience, specific review of individual customer accounts, and current economic and 
business conditions. Historically, the Company has not incurred any significant credit related losses. 
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Use of Estimates: The preparation of financial statements in conformity with accounting principles generally accepted in the United States of America 

requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities 
at the date of the financial statements and the reported amounts of revenues and expenses during the reporting period. Actual results could differ materially from 
those estimates. 
  
       Income (Loss) per share: Basic loss per share excludes dilution and is computed by dividing the loss attributable to common shareholders by the weighted-
average number of common shares outstanding for the period. Diluted loss per share reflects the potential dilution that could occur if securities or other contracts to 
issue common stock were exercised or converted into common stock or resulted in the issuance of common stock that shared in the loss of the Company. Diluted loss 
per share is computed by dividing the loss available to common shareholders by the weighted average number of common shares outstanding for the period and 
dilutive potential common shares outstanding unless consideration of such dilutive potential common shares would result in anti-dilution. Common stock equivalents 
were not considered in the calculation of diluted loss per share as their effect would have been anti-dilutive for the periods ended December 31, 2009 and 2008. 
 

The preparation of financial statements in conformity with generally accepted accounting principles (GAAP) 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 may differ from those estimates. 
 
Off-Balance Sheet Arrangements 
 
                We have not entered into any off-balance sheet arrangements. We do not anticipate entering into any off-balance sheet arrangements during the next 12 
months. 
 
Recent Accounting Pronouncements 
 

In December 2007, the Financial Accounting Standards Board (“FASB”) issued new guidance on business combinations. This guidance establishes 
principles and requirements for how the Company: (1) recognizes and measures in its financial statements the identifiable assets acquired, the liabilities assumed, and 
any noncontrolling interest in the acquiree; (2) recognizes and measures the goodwill acquired in the business combination or a gain from a bargain purchase; and 
(3) determines what information to disclose to enable users of the financial statements to evaluate the nature and financial effects of the business combination. The 
business combinations guidance also requires acquisition-related transaction and restructuring costs to be expensed rather than treated as part of the cost of the 
acquisition. This guidance applies prospectively to business combinations for which the acquisition date is on or after the beginning of the first annual reporting 
period beginning on or after December 15, 2008. The Company adopted the business combination guidance on January 1, 2009. 
 

In April 2009, the FASB issued guidance relating to accounting for assets acquired and liabilities assumed in a business combination that arise from 
contingencies. This pronouncement amends the guidance on business combinations to clarify the initial and subsequent recognition, subsequent accounting, and 
disclosure of assets and liabilities arising from contingencies in a business combination. This pronouncement requires that assets acquired and liabilities assumed in 
a business combination that arise from contingencies be recognized at fair value, as determined in accordance with the fair value measurements guidance, if the 
acquisition-date fair value can be reasonably estimated. If the acquisition-date fair value of an asset or liability cannot be reasonably estimated, the asset or liability 
would be measured at the amount that would be recognized in accordance with the accounting guidance for contingencies. This pronouncement became effective for 
the Company as of January 1, 2009, and the provisions of the pronouncement are applied prospectively to business combinations with an acquisition date on or after 
the date the guidance became effective. The adoption of this pronouncement did not have a material impact on the Company’s financial position or results of 
operations. 
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           The Company’s nonfinancial assets and liabilities measured at fair value on a nonrecurring basis include assets and liabilities acquired in connection with a 
business combination, goodwill and intangible assets. The Company adopted the fair value measurement guidance as it relates to these assets and liabilities on 
January 1, 2009. 
 

In April 2009, the FASB issued additional guidance on fair value measurements and disclosures. Fair value is defined as the price that would be received to 
sell an asset or paid to transfer a liability in an orderly transaction between market participants under current market conditions. The new guidance requires an 
evaluation of whether there has been a significant decrease in the volume and level of activity for the asset or liability in relation to normal market activity for the 
asset or liability. If there has been a significant decrease in activity, transactions or quoted prices may not be indicative of fair value and a significant adjustment may 
need to be made to those prices to estimate fair value. Additionally, an entity must consider whether the observed transaction was orderly (that is, not distressed or 
forced). If the transaction was orderly, the obtained price can be considered a relevant, observable input for determining fair value. If the transaction is not orderly, 
other valuation techniques must be used when estimating fair value. This guidance did not impact the Company’s results of operations, cash flows or financial 
position for the year ended December 31, 2009. 
 

In August 2009, the FASB issued additional guidance on the fair value measurement of liabilities. The new guidance provides clarification on the 
measurement and reporting of a liability in circumstances in which a quoted price in an active market for the identical liability is not available. This guidance is 
effective for the first reporting period beginning after August 2009. This guidance, which was applied by the Company as of October 1, 2009, did not impact the 
Company’s results of operations, cash flows or financial position for the year ended December 31, 2009. 
 

In December 2007, the FASB issued guidance on noncontrolling interests which establishes accounting and reporting standards for the noncontrolling 
interest in a subsidiary (formerly known as minority interest) and for the deconsolidation of a subsidiary. This guidance clarifies that a noncontrolling interest in a 
subsidiary is an ownership interest in the consolidated entity that should be reported as equity in the consolidated financial statements. This guidance also requires 
presentation on the face of the consolidated statement of income of the amounts of consolidated net income attributable to the parent and to the noncontrolling 
interest, resulting in an increase to consolidated Net income. Historically, Net income attributable to noncontrolling interests was presented as minority interest 
expense. Under this new guidance, amounts reported as net income attributable to noncontrolling interests are now reported net of any applicable taxes. This 
guidance requires expanded disclosures in the consolidated financial statements that clearly identify and distinguish between the interests of the parent’s owners 
and the interests of the noncontrolling owners of a subsidiary. This guidance is effective for fiscal years, and interim periods within those fiscal years, beginning on 
or after December 15, 2008. The Company applied this guidance prospectively as of January 1, 2009, except for the presentation and disclosure requirements, which 
were applied retrospectively for all periods presented.  The Company did not have any investments that fell into this category. 
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In April 2008, the FASB issued guidance on determining the useful life of intangible assets. The intent of the guidance is to improve the consistency 

between the useful life of a recognized intangible asset and the period of expected cash flows used to measure the fair value of the asset. This guidance requires an 
entity to disclose information for a recognized intangible asset that enables users of the financial statements to assess the extent to which the expected future cash 
flows associated with the asset are affected by the entity’s intent and/or ability to renew or extend the arrangement. This guidance is effective for financial statements 
issued for fiscal years beginning after December 15, 2008, and interim periods within those fiscal years. The Company adopted this guidance on January 1, 2009. The 
adoption of this guidance did not have a material impact on the Company’s financial position or results of operations. 
 

In May 2009, the FASB issued guidance on subsequent events which establishes general standards of accounting for and disclosure of events that occur 
after the balance sheet date but before financial statements are issued or are available to be issued. This guidance is based on the same principles as currently exist in 
auditing standards and was issued by the FASB to include accounting guidance that originated as auditing standards into the body of authoritative literature issued 
by the FASB. The standard addresses the period after the balance sheet date during which management of a reporting entity should evaluate events or transactions 
that may occur for potential recognition or disclosure in the financial statements, the circumstances under which an entity should recognize events or transactions 
occurring after the balance sheet date in its financial statements and the disclosures that an entity should make about events or transactions that occurred after the 
balance sheet date. The Company adopted this guidance during the quarterly period ended June 30, 2009. For the year ended December 31, 2009, the Company 
evaluated subsequent events through March 15, 2010, which was the date the accompanying financial statements were issued. The adoption of this guidance did not 
have a material impact on the Company’s financial position or results of operations. 
 

Other accounting standards that have been issued or proposed by the FASB or other standards-setting bodies that do not require adoption until a future 
date are not expected to have a material impact on the consolidated financial statements upon adoption. 
 
ITEM 8.  FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA. 
 
           The Company’s financial statements as of and for the years ended December 31, 2009 and 2008 are contained on pages F-1 to F-16 of this Annual Report and 
are incorporated herein by reference. 
 

 
           None. 

  

  

ITEM 9.  CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND FINANCIAL DISCLOSURES 
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ITEM 9A.  CONTROL AND PROCEDURES. 
 
(a)           Evaluation of Disclosure Controls and Procedures 
 

Our management, with the participation of our Chief Executive Officer and our Chief Financial Officer, evaluated the effectiveness of the design and 
operation of our disclosure controls and procedures (as defined in Rules 13a-15(e) and 15d-15(e) under the Exchange Act) and determined that our disclosure 
controls and procedures were effective as of December 31, 2009.  The evaluation considered the procedures designed to ensure that the information required to be 
disclosed by us in reports filed or submitted under the Exchange Act is recorded, processed, summarized and reported within the time periods specified in the SEC 
rules and forms and communicated to our management as appropriate to allow timely decisions regarding required disclosure. 
 
(b)           Management’s Annual Report on Internal Control over Financial Reporting 
 

Our management is responsible for establishing and maintaining adequate internal control over financial reporting, as defined in Exchange Rule 13a-15
(f).  Our internal control over financial reporting is designed to provide reasonable assurance regarding the reliability of financial reporting and the preparation of 
consolidated financial statements for external purposes in accordance with generally accepted accounting principles. 
 

Under supervision and with the participation of our management, including the Chief Executive Officer and Chief Financial Officer, we conducted an 
evaluation of the effectiveness of our internal control over financial reporting based on the framework established by the Committee of Sponsoring Organizations of 
the Treadway Commission (COSO) as set forth in Internal Control – Integrated Framework.  Based on our evaluation under the framework in Internal Control – 
Integrated Framework, our management concluded that our internal control over financial reporting was effective as of December 31, 2009. 
 

This Annual Report does not include an audit or attestation report of our registered public accounting firm regarding our internal control over financial 
reporting.  Our management report was not subject to an audit or attestation by our registered public accounting firm pursuant to temporary rules of the SEC that 
permit us to provide only management’s report in this Annual Report. 
 
(c)           Evaluation of Changes in Internal Controls over Financial Reporting 
 

Our management, with the participation of the Chief Executive Officer and Chief Financial Officer, also conducted an evaluation of our internal control over 
financial reporting to determine whether any change occurred during the fourth quarter of 2009 that has materially affected, or is reasonably likely to affect, our 
internal control over financial reporting.  Based on that evaluation, our management concluded that, at the end of the period covered by this Annual Report, no 
deficiencies were identified in our internal controls over financial reporting which constitute a “material weakness.” 
 

 
Because of its inherent limitations, internal controls over financial reporting may not prevent or detect misstatements. Projections of any evaluation or 

effectiveness for future periods are subject to risks that controls may become inadequate because of changes in conditions, or that the degree of compliance with the 
policies or procedures may deteriorate. 

  
ITEM 9B.  OTHER INFORMATION 
 
None. 
  

  

(d) Inherent Limitations of Disclosure Controls and Internal Controls over Financial Reporting 
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PART III 

 
ITEM 10.  DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE. 
 
                The name, age and position of the Company's directors and executive officers are as follows. Our directors serve for a term of one (1) year, or until their 
successors are elected and qualified. 
  

  
Joseph J. Azzata has served as the Chief Executive Officer and Director of the Company since December 2005.  He has over 25 years of experience in service 

related businesses Mr. Azzata co-founded Medical Connections, our principal operating subsidiary, in November 2002 and has served as Chief Executive Officer 
since that date.  Prior to 2002, Mr. Azzata co-founded a regional financial services firm which was later acquired by a larger industry company. 
 

Anthony J.  Nicolosi has served as the President and Director of the Company since December 2005. Mr. Nicolosi has more than 12 years experience in 
investment banking and brokerage service companies.   Mr. Nicolosi co-founded Medical Connections, our principal operating subsidiary in November 2002. He 
previously served as president and CEO of Capital Market Partners, Inc., a brokerage firm, in Pompano Beach, Florida. Mr. Nicolosi also served as a Financial 
Executive with Citicorp Investment Services of Dania Beach, Florida.  Mr. Nicolosi attended Southern Connecticut University for two years and Florida Atlantic 
University for two years. 
 

Brian R. Neill has served as our Chief Financial Officer since April 2008.  He has over 25 years of experience providing leadership in finance and operations 
to various companies ranging in size from privately held middle market companies to a Fortune 1000 publicly held corporation in the fields of biotech, engineering, 
data technology, retail and banking. He has worked as the executive vice president and chief financial officer for Lithia Motors, Inc. and Powersports, Inc. Mr. Neill 
holds a Bachelor of Science from Northwest Christian College and has been active over the years with Financial Executives Institute and has served on the executive 
committees of local United Way agencies. 
  

Dr. Albert G. Biehl has served as a Director since July 2008.  He currently serves as the Vice President of Medical Affairs at Bethesda Memorial Hospital 
located in Boynton Beach, Florida. Prior thereto, from 1982 through 1999 he was a partner with Boca Surgical Associates located in Boca Raton, Florida. 
 

Robert B. Taylor, Jr. has served as a Director since July 2008.  From 1979 through 2006, Mr. Taylor held various positions at the Bethesda Memorial 
Hospital including that of Senior Vice President of Finance and Treasurer. Currently, Mr. Taylor serves as a management consultant and analyst for the hospital. 

  

  

Name     Age   Position(s)

         
Joseph Azzata   50   CEO/Director
Anthony Nicolosi      39   President/Director   
Albert Biehl   63   Director
Robert B. Taylor Jr.     68   Director
Jeffrey Rosenfeld       49   Director
Brian R. Neill      56   Chief Financial Officer
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Jeffrey Rosenfeld, has served as a Director since July 2008.   Mr. Rosenfeld has more than 15 years of business development and sales experience. In 

January 2007, he joined CBIZ, an international accounting and consulting firm as its East Coast Market Leader and currently serves as its nationwide vice president 
of sales and marketing. Prior to joining CBIZ, Mr. Rosenfeld held several different executive positions where he was involved with client acquisition, business 
development and strategic planning. Mr. Rosenfeld earned a B.S. in finance from Boston University. 
 
Family Relationships 
 

There are no family relationships between any of our directors or executive officers. 
  
Involvement in Certain Legal Proceedings 
  

In 2005, the State of Pennsylvania issued a Cease and Desist order for selling unregistered securities without filing for an exemption against Anthony 
Nicolosi, Joseph Azzata and Medical Connections, Inc. The summary order was rescinded as to respondents Medical Connections, Inc., Joseph J. Azzata, Anthony J. 
Nicolosi resulting in a 90 day bar from calling Pennsylvania, and $10,000 in legal and administrative costs. 
  

On November 30, 2005, Mr. Azzata entered into a Letter of Acceptance, Waiver and Consent (“AWC”) with the NASD. Without admitting or denying the 
allegations or findings and solely for the purpose of the proceeding with the NASD, prior to a hearing and without an adjudication of any issue of law or fact, Mr. 
Azzata agreed to the entry of findings that from about December 2002 through about July 2003, while a registered representative at NASD member Cardinal Capital 
Management, Inc., and under the supervision of Cardinal Capital Management, Mr. Azzata engaged in the unregistered offer and sale of 468,439 shares of CC.Net in 
violation of Section 5 of the Securities Act of 1933. In addition, Mr. Azzata failed to appear to give testimony as requested. Mr. Azzata consented to the imposition, as 
a sanction, of a bar from association with any NASD member in all capacities. 
  

In June 2001, Mr. Nicolosi, entered into a Letter of Acceptance, Waiver and Consent ("AWC") with the NASD. Without admitting or denying the allegations 
or findings and solely for the purpose of the proceeding with the NASD, prior to a hearing and without an adjudication of any issue of law or fact, Mr. Nicolosi 
consented to the entry of findings that he used high-pressure sales tactics and knowingly made to customers numerous baseless predictions of substantial price 
increases and material misrepresentations of fact in connection with his solicitation of orders to purchase low-priced speculative securities and other securities. 
  
Code of Ethics 
  

The Company has adopted a Code of Ethics that meets the requirements of Section 406 of the Sarbanes-Oxley Act of 2002.   All officers, directors and 
employees are bound by the Code of Ethics.  A copy of our Code of Ethics is posted on our website at www.mcthcorporate.com. 
 
Independence, Board Committees and Audit Committee 
  

Our Board of Directors presently consists of five directors whose terms expire at this Annual Meeting. The Board of Directors has determined that all of the 
directors, with the exception of Joseph Azzata and Anthony Nicolosi are "independent directors" as that term is defined in the NASDAQ listing standards. Mr. 
Azzata and Mr. Nicolosi are not considered independent directors because they are employed as our Chief Executive Officer and President, respectively. 
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We do not have any formal requirements for Board membership. However, we believe that our Board of Directors as whole should be diverse and consist of 

individuals with various and relevant career experience, relevant technical skills, industry knowledge and experience, financial expertise and local or community ties. 
  

We currently do not have separately designed audit, nominating or compensation committees.  Based on our size, early development stage and limited 
financial and human resources, we do not believe that creating committees separate and distinct from our full board of directors would be cost-effective at this 
time.   At this stage in our development, these functions can be adequately performed by our Board of Directors.  Further, we are currently quoted on the OTC 
Bulletin Board, which does not have any listing requirements mandating the establishment of any particular committees.  Currently, our entire Board acts as the audit 
committee.  Our board has determined that Mr. Taylor and Mr. Rosenfeld are ‘‘audit committee financial experts’’ as defined under the SEC rules and regulations. 
 
Section 16(a) Beneficial Ownership Reporting Compliance 
 

We have no equity securities registered under Section 12(g) of the Securities Exchange Act of 1934, and accordingly, our officers, directors and principal 
shareholders are not required to file reports under Section 16(a) of the Exchange Act. 
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ITEM 11.  EXECUTIVE COMPENSATION. 
 

The following table discloses compensation paid during the fiscal year ended December 31, 2009 to our (i) Chief Executive Officer, (ii) President and (iii) Chief 
Financial Officer. We refer to these officers as our Named Executive Officers in other parts of this proxy statement. We currently do not have any other individual 
employee of the Company designated as an executive officer. 
 

 

  
Employment Agreements 
  

On November 12, 2009, we entered into amended and restated employment agreements with Joseph Azzata, Chief Executive Officer, and Anthony Nicolosi, 
President. We also entered into a new employment agreement with Brian Neill, Chief Financial Officer. The agreements and are for three-year terms, which may be 
extended for additional one (1) year periods upon mutual consent of the executive and the board of directors.  Mr. Azzata and Mr. Nicolosi receive annual base 
salaries of $350,000, respectively.  Mr. Neill receives an annual base salary of $250,000.  These salaries are subject to an annual review by the board of directors and 
each is eligible to receive discretionary bonuses of up to 33% of their base salaries and an annual stock grant of at least one million shares of the Company’s common 
stock. All are eligible to participate in the benefit plans available to our senior executives.  If an executive’s employment is terminated without cause, the executive will 
be entitled to the greater of (a) base salary for the balance of the agreement’s term, or (b) one year’s base salary in effect at the time of the termination.  The 
employment agreements contain customary confidentiality and non-competition clauses. On March 26, 2010, the Company granted 500,000 shares of common stock 
to each of Mr. Azzata, Mr. Nicolosi, and Mr. Neill for their efforts in finalizing and executing a definitive stock purchase agreement with Trustaff Management, Inc. on 
March 12, 2010. 
 
Outstanding Equity Awards at Fiscal Year End 
 

Our Named Executive Officers did not have any unexercised stock options or unvested stock awards as of December 31, 2009. 
  

  

Name and Principal 
Position   Fiscal Year   Salary     Bonus     Stock Awards(1)     Option Awards    

All Other Comp
(2)     Total  

                                         
Joseph Azzata   2009   $ 330,209    $ 25,000   $ 230(3)     -    $ 1,421    $ 356,860 
Chief Executive Officer   2008     300,000      90,000     -      -      6,839      396,839 
                               -               
Anthony Nicolosi   2009   $ 330,209      -   $ 230(3)     -    $ 7,302    $ 337,741 
President   2008     300,000    $ 90,000     -      -      6,839      396,839 
                                               
Brian Neill   2009   $ 195,450    $ 12,500   $ 230,000(4)     -      -    $ 437,950 
Chief Financial Officer   2008     112,000             -    $ 15,000(5)    -      127,000 

(1) Stock awards and stock options are valued based on the aggregate grant date fair value of the award on the date of grant and are computed in accordance with 
FASB ASC Topic 718. 

(2) Represents the dollar amount of the Company's match to the Named Executive's 401(K) plan. 
(3) Mr. Azzata and Mr. Nicolosi each received 230,000 shares of the Company's Series C preferred stock on Nov. 12, 2009 as compensation for services rendered to 

the Company.  Because the Series C shares are not convertible into shares of the Company's common stock, the shares have been valued based on the par 
value. 

(4) Mr. Neill received 500,000 shares of the Company's stock in June and in November, 2009. 
(5) Mr. Neill received a grant of 200,000 options on April 2008.   This option grant was cancelled in June 2009. 
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Director Compensation Table 
 

We do not currently compensate our directors in cash for their service as members of our board of directors.  We reimburse our directors for reasonable 
expenses in connection with our board of directors and committee meetings. 
 
ITEM 12.  SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND RELATED STOCKHOLDER MATTERS 
  

The following table sets forth information regarding the beneficial ownership of our shares of Common Stock at March 8, 2010 by (i) each Named Executive 
Officer, (ii) each director, (iii) all of our Named Executive Officers and directors as a group and (iv) each person known by us to be the beneficial owner of more than 
5% of our outstanding shares of Common Stock.  Unless otherwise specified, we believe that all persons listed in the table possess sole voting and investment power 
with respect to all shares of the Company’s Common Stock that are beneficially owned by them. As of March 8, 2010, we had 59,117,761 shares of Common Stock 
issued and outstanding, 85,220 shares of Series A Preferred Stock, 1,000,000 shares of Series B Preferred Stock and 460,000 shares of series C Preferred Stock. 
 

Holders of the Company's common stock, Series A preferred stock, Series B preferred stock and Series C preferred stock vote together as a single class on all 
matters, unless otherwise specified in the Florida Business Corporation Act. Each share of common stock and Series A preferred stock has 1 vote per share, each 
share of Series B preferred stock has 10 votes per share and each share of Series C preferred stock has 100 votes per share. Each Series A Preferred Share may be 
exchanged at any time for nineteen (19) shares of the Company’s $.001 par value Common Stock.  The Series B and Series C preferred stock are not convertible into 
shares of the Company's common stock. 
 

  
* Less than 1% 
  

  

    Shares Beneficially Owned        

    Common Stock     Series B Preferred     Series C Preferred        

    Shares     %     Shares     %     Shares     %    
% Total Voting 

Power  
Officers and Directors                                          
Joseph Azzata    3,289,500     6.28     500,000     50     230,000     50     28.85 
                                                  
Anthony Nicolosi    3,289,500     6.28     500,000     50     230,000     50     28.85 
                                                  
Brian Neill    1,000,000     1.9     ---     ---     ---     ---     * 
                                                  
Albert Biehl    50,000     *     ---     ---     ---     ---     * 
                                                  
Robert B. Taylor    25,000     *     ---     ---     ---     ---     * 
                                                  
Jeffrey Rosenfeld    150,000     *     ---     ---     ---     ---     * 
                                                  
TOTAL    7,804,000     14.9     1,000,000     100     460,000     100     58.83 
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Equity Compensation Plan Information 
 

        The following table sets forth information concerning our equity compensation plans as of December 31, 2009. 
 

 
ITEM 13.  CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR INDEPENDENCE. 
  

During 2009 and 2008,  there has not been nor is there currently proposed any transaction or series of similar transactions to which the Company was or will 
be a party in which the amount involved exceeds the lesser of $120,000 or one percent of the average of the Company's total assets at year-end for the last two 
completed fiscal years; and in which any director, executive officer, or shareholder owning more than 5% of our common stock, or any member of their immediate 
family had or will have a direct or indirect material interest. 

  
For information regarding the independence of our directors, please see Item 10. Directors, Executive Officers and Corporate Governance – Independence, 

Board Committees and Audit Committee. 
 
ITEM 14.  PRINCIPAL ACCOUNTANT FEES AND SERVICES. 
  

The following is a summary of the fees billed to us by DeMeo Young McGrath ("DeMeo") for professional services rendered for the fiscal years ended 
December 31, 2009 and 2009: 
 

 
Audit Fees. The aggregate fees billed for professional services rendered was $57,000 and $41,979  for the audit of our annual financial statements for the 

fiscal years ended December 31, 2009 and 2008, respectively, and the reviews of the financial statements included in our Forms 10-Q and Forms 10-QSB for those 
fiscal years. 

  

  

  
  
  
  
  
Plan Category  

Number of 
securities to be 

issued upon 
exercise of 

outstanding 
options, warrants 

and rights    

Weighted-
average 

exercise price 
of outstanding 

options, 
warrants and 

rights    

Number of 
securities 
remaining 

available for 
future issuance 

under equity 
compensation 

plans (excluding 
securities 

reflected in 
column  

Equity compensation plans approved by security holders (2006 Plan)     50,000      ––      50,000 
                      
Equity compensation plans not approved by security holders     0      ––      0 
Total      50,000      ––      50,000 

Fee Category   Fiscal 2009     Fiscal 2008  
Audit Fees    $ 57,000    $ 41,979 
Tax Fees    $ 4,049    $ 7,961 
All Other Fees    $ 239,963    $ 0 
Total Fees    $ 301,012    $ 49,940 
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Tax Fees.  The aggregate fees billed for professional services rendered was $ 4,049 and $7,961 for tax services for the fiscal years ended December 31, 2009 

and 2008, respectively. 
  
All Other Fees.  In addition to the services described above, there were other services amounting to $239,963 relating to the audit of a pending acquisition 

provided by DeMeo for the fiscal year ended December 31, 2009. There were no other such services provided in 2008. 
 
Policy on Board Pre-Approval of Audit and Permissible Non-Audit Services of Independent Auditors 
  

The Board's policy is to pre-approve all audit and permissible non-audit services provided by the independent public accountants. These services may 
include audit services, audit-related services, tax services and other services. Pre-approval is generally provided for up to one year and any pre-approval is detailed 
as to the particular service or category of services and is generally subject to a specific budget. DeMeo and management are required to periodically report to the 
Board regarding the extent of services provided by the independent public accountants in accordance with this pre-approval, and the fees for the services performed 
to date. The Board may also pre-approve particular services on a case by case basis. The Board approved one hundred percent (100%) of all such professional 
services provided by DeMeo during fiscal 2009 and 2008, respectively. 

  
The Board has considered the nature and amount of the fees billed by DeMeo, and believes that the provision of the services for activities unrelated to the 

audit is compatible with maintaining DeMeo's independence. 
  
ITEM 15.  EXHIBITS, FINANCIAL STATEMENT SCHEDULES  
 

  

  
The information required to be presented by this item is presented commencing on page F-1 of this Annual Report on Form 10-K. 
  

  
The information required to be presented by this item is presented commencing on page S-1 of this Annual Report on Form 10-K. 
  

  
See the Exhibit Index on page 35of this Annual Report on Form 10-K. 
  

  

  (a) The following documents are filed as part of this Annual Report on Form 10-K: 

  1. Financial Statements 

  2. Financial Statement Schedules 

  3. Exhibits 
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SIGNATURES 

 
            In accordance with Section 13 or 15(d) of the Exchange Act, the registrant caused this report to be signed on its behalf by the undersigned, thereunto duly 
authorized. 
  

          
           In accordance with the Exchange Act, this report has been signed below by the following persons on behalf of the registrant and in the capacities and on the 
dates indicated. 
  

  

  

  MEDICAL CONNECTIONS HOLDINGS, INC.  
       
  By:   /s/ Joseph Azzata  

    Joseph Azzata,  
    Chief Executive Officer and Director  
Date: March 15, 2010      

Signature   Title   Date

         
  /s/ Joseph Azzata    Chief Executive Officer and Director   Date: March 15, 2010
 Joseph Azzata     (Principal Executive Officer)    
           
           
 /s/ Anthony Nicolosi      President and Director      Date: March 15, 2010
 Anthony Nicolosi        
           
           
 /s/ Brian Neill   Chief Financial Officer   Date: March 15, 2010
 Brian Neill    (Principal Financial Officer)    
           
           
  /s/ Dr. Albert Biehl      Director   Date: March 15, 2010
 Dr. Albert Biehl        
           
           
 /s/ Robert B. Taylor     Director     Date: March 15, 2010
 Robert B. Taylor        
           
           
 /s/ Jeffrey Rosenfeld      Director      Date: March 15, 2010
 Jeffrey Rosenfeld        
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INDEX TO EXHIBITS 

  

  

  

 Number  Exhibit Name and/or Identification of Exhibit
    

2.1   Share for Share Exchange Agreement between the Company and Medical Connections, Inc. (incorporated by reference to Schedule A of the Company’s 
Definitive Proxy Statement filed with the SEC on October 7, 2005). 

    

 3.1  Articles of Incorporation filed with the Florida Secretary of State on May 11, 1999 (incorporated by reference to Exhibit 3.1 of the Company's registration 
statement on Form SB-2 filed with the SEC on October 29, 2001). 

    
 3.2  Amendment to Articles of Incorporation filed with the Florida Secretary of State on June 25, 1999 (incorporated by reference to Exhibit 3.2 of the Company's 

registration statement on Form SB-2 filed with the SEC on October 29, 2001). 
    
 3.3  Articles of Amendment to Articles of Incorporation filed with the Florida Secretary of State on August 10, 1999 (incorporated by reference to Exhibit 3.3 of 

the Company's registration statement on Form SB-2 filed with the SEC on October 29, 2001). 
    
 3.4  Articles of Share Exchange of Webb Mortgage Depot, Inc. with Webb Mortgage Services Corporation and Webb Mortgage Corp. filed with the Florida 

Secretary of State on March 13, 2000 (incorporated by reference to Exhibit 3.4 of the Company's registration statement on Form SB-2 filed with the SEC on 
October 29, 2001).

    
3.5  Amendment to the Articles of Incorporation filed with the Florida Secretary of State (incorporated by reference to Exhibit 3.1 of the Company's Form 8-K 

filed with the SEC on December 29, 2005). 
    
3.6  Amendment to the Articles of Incorporation filed with the Florida Secretary of State on March     31, 2008 (incorporated by reference to Exhibit 3.7 of the 

Company's Form 10-KSB filed with the SEC on April 15, 2008).
    
3.7  Designation of Series C Preferred Stock filed with the Florida Secretary of State on November 12, 2009 (incorporated by reference to Exhibit 3.1 in the 

Company's Form 8-K filed with the SEC on November 13, 2009). 
    
3.8  Bylaws (incorporated by reference to Exhibit 3.5 of the Company's registration statement on Form SB-2 filed with the SEC on October 29, 2001). 
    
4.1  Form of Convertible Debenture (incorporated by reference to Exhibit 4.1 of the Company's Form 10-KSB filed with the SEC on April 15, 2008).
    
4.2  Form of Warrant (incorporated by reference to Exhibit 4.2 of the Company's Form 10-KSB filed with the SEC on April 15, 2008). 
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*Filed Herewith 
  

  

10.1   Amended and Restated Employment Agreement dated November 12, 2009 between the Company and Joseph Azzata (incorporated by reference to Exhibit 
10.1 in the Company's Form 8-K filed with the SEC on November 13, 2009). 

     
10.2   Amended and Restated Employment Agreement dated November 12, 2009 between the Company and Anthony Nicolosi (incorporated by reference to Exhibit 

10.2 in the Company's Form 8-K filed with the SEC on November 13, 2009). 
     

10.3   Employment Agreement dated November 12, 2009 between the Company and Brian Neill (incorporated by reference to Exhibit 10.3 in the Company's Form 8-K 
filed with the SEC on November 13, 2009). 

     

10.4   Office Lease dated June 22, 2009 between BRE/BOCA Corporate Center, LLC. and Medical Connections, Inc. (incorporated by reference to Exhibit 10.5 in the 
Company's Form 10-Q filed with the SEC on August 13, 2008) 

     
10.5   Buy-Sell Agreement dated June 22, 2009 between Medical Connections, Inc. and Lou Sitaras for the sale of the property located in North Carolina 

(incorporated by reference to Exhibit 10.5 in the Company's Form 10-Q filed with the SEC on May 15, 2009.) 
     
14.1   Code of Ethics (incorporated by reference to Exhibit 3.8 of the Company's Form 10-KSB filed with the SEC on April 15, 2008).
     
31.1   * Certificate of the Chief Executive Officer pursuant Section 302 of the Sarbanes-Oxley Act of 2002
     
31.2   * Certificate of Chief Financial Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002
     
32 .1   * Certificate of the Chief Executive Officer   pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 
     
32 .2   * Certificate of the Chief Financial  Officer   pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 
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DE MEO, YOUNG, MCGRATH 
A PROFESSIONAL SERVICES COMPANY 

 
  

  
 REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 
 
The Board of Directors and Stockholders 
Medical Connections Inc. 
 
We have audited the accompanying consolidated balance sheet of Medical Connections Holdings, Inc. (the "Company"), a Florida corporation, as of December 31, 
2009 and 2008, and the related consolidated statements of operations, changes in stockholders' equity, and cash flows for the two 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 the 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. An audit includes examining, on a test 
basis, evidence supporting the amounts and disclosures in the financial statements. 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 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 audits provide 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 Medical Connection Holdings, Inc. at 
December 31, 2009 and December 31, 2008 and the results of their operations and their cash flows for the two years then ended in conformity with U.S. generally 
accepted accounting principles. 
 
The accompanying financial statements have been prepared assuming that the Company will continue as a going concern. As discussed in Note 10 to the financial 
statements, the Company's dependence on outside financing, lack of sufficient working capital, and recurring losses from operations raise substantial doubt about 
the Company's ability to continue as a going concern. Management's plans in regard to these matters are also described in Note 11. The financial statements do not 
include any adjustments that might result from the outcome of these uncertainties. 
 
De Meo, Young, McGrath, CPA 

  

DYM 
MEMBERS OF AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS:  MANAGEMENT CONSULTING SERVICES DIVISION; SEC PRACTICE 

SECTION; 
PRIVATE COMPANIES PRACTICE SECTION; TAX DIVISION ● FLORIDA INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS ● INSTITUTE OF BUSINESS 

APPRAISERS 
  

  

SUITE 517      
2400 EAST COMMERCIAL BOULEVARD    

FORT LAUDERDALE, FLORIDA 33308 
(954) 351-9800 

FAX (954) 938-8683 
dym@dymco.net 

____________________ 
  

Anthony De Meo, CPA*, ABV,PFS 
Robert E. McGrath, CPA  
Roberta N. Young, CPA   

SUITE 459 
2424 NORTH FEDERAL HIGHWAY 

BOCA RATON, FLORIDA 33431 
(561) 447-9800 

FAX (561) 391-8856 
boca@dymco.net 

__________________ 
  

Michael I. Bloom, CPA 
David B. Price, CPA 

__________________ 
  

*regulated by the State of Florida 

   
 /s/ DE MEO, YOUNG, MCGRATH, CPA  

   
Fort Lauderdale, Florida  
March 24, 2010  
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See the accompanying notes to the condensed consolidated financial statements 

  

  

MEDICAL CONNECTIONS HOLDINGS, INC., AND SUBSIDIARIES  
CONSOLIDATED BALANCE SHEETS  

DECEMBER 31, 2009 and 2008  
             
    December 31,     December 31,  
    2009     2008  
 ASSETS            
             
 Cash   $ 1,017,843    $ 599,058 
 Accounts receivable, net     804,382      1,018,322 
 Prepaid expenses     98,515      175,309 
 Total current assets     1,920,740      1,792,689 
               
 Property and equipment     386,953      326,907 
     Less: accumulated depreciation     243,475      183,064 
      143,478      143,843 
               
 Other assets              
 Security deposit     206,642      228,540 
 Intangible asset, net of amortization of $7,500     218,981      - 
 Investment - N. Carolina house     -      400,000 
      425,623      628,540 
               
 Total assets   $ 2,489,841    $ 2,565,072 

               
 LIABILITIES AND STOCKHOLDERS' EQUITY              
               
 Current liabilities              
 Accounts payable   $ 129,227    $ 357,265 
 Accrued expenses     85,063      81,539 
 Total current liabilities     214,290      438,804 
               
 Total liabilities     214,290      438,804 
               
 Stockholders' equity              
   Preferred stock, Class A, $.001 par value; 1,000,000 shares              
     authorized, 85,220 and 110,865 issued and outstanding, respectively     85      111 
   Preferred stock, Class B, $.001 par value; 1,000,000 shares              
     authorized, issued and outstanding     1,000      1,000 
   Preferred stock, Class C, $.001 par value; 460,000 shares              
     authorized, issued and outstanding     460      - 
   Common stock, $.001 par value, 70,000,000 shares authorized,              
     52,378,794 and 29,343,362  shares issued and outstanding, respectively     52,379      29,343 
   Additional paid-in capital     35,766,004      27,928,303 
   Accumulated deficit     (33,544,377)     (25,832,489)
 Total stockholders' equity     2,275,551      2,126,268 
               
 Total liabilities and stockholders' equity   $ 2,489,841    $ 2,565,072 
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See the accompanying notes to the condensed consolidated financial statements 

  

  

MEDICAL CONNECTIONS HOLDINGS, INC., AND SUBSIDIARIES  
CONSOLIDATED STATEMENTS OF OPERATIONS  

FOR THE YEARS ENDED DECEMBER 31, 2009 AND 2008  
             
    2009     2008  
             
 Revenue   $ 6,131,611    $ 7,066,990 
               
 Direct costs of revenue     4,466,871     4,257,929 
 Sales and marketing expenses     359,703     636,851 
 Recruiting - salaries and costs     2,102,727     2,782,672 
 Professional and consulting fees     2,662,194     2,735,360 
 General and administration expenses     3,596,723     3,793,578 
               
 Total operating expenses     13,188,218     14,206,390 
               
      (7,056,608)    (7,139,400)
               
               
 Interest expense     71     13,898 
 Interest income     (179)    (20,371)
 Other     655,387     409,283 
               
 Total other expenses, net     655,279     402,810 
               
 Loss before income taxes     (7,711,887)     (7,542,210)
               
 Income taxes     -      - 
               
 Net (loss)   $ (7,711,887)   $ (7,542,210)

               
 Net loss per common share - basic and fully diluted   $ (0.20)   $ (0.28)

               
 Weighted average common shares outstanding              
   - basic and fully diluted    37,965,000     26,512,963 
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See the accompanying notes to the consolidated financial statements 

  

  

Medical Connections Holdings, Inc. and Subsidiaries  
Consolidated Statements of Stockholders' Equity  
For the Years Ended December 31, 2009 and 2008  

                                                                   

   
Preferred Stock 

"A"     Preferred Stock "B"    
Preferred Stock 

"C"     Common Stock    
Paid - In 
Paid-In      Accumulated        

    Shares     Amount     Shares     Amount     Shares     Amount     Shares     Amount     Capital     Deficit     Totals  
                                                                   
Balance January 1, 2008     118,630    $ 119      1,000,000    $ 1,000      -    $ -      22,487,320    $ 22,487    $20,529,198    $ (18,290,280)   $ 2,262,524 
                                                                              
Common stock issued                                                                             
for cash                                               6,108,507      6,109      6,794,407             6,800,516 
                                                                              
Warrants issued                                                             467,438             467,438 
                                                                              
Common stock issued                                                                             
for Preferred Stock "A"     (7,765)     (8)                                 147,535      148      (140)            - 
                                                                              
Common stock issued                                                                             
for compensation                                               600,000      600      137,400             138,000 
                                                                              
Net loss for the year                                                                    (7,542,210)     (7,542,210)
                                                                              
Balance December 31, 2008     110,865      111      1,000,000      1,000      -      -      29,343,362      29,344      27,928,303      (25,832,490)     2,126,268 
                                                                              
Common stock issued                                                                             
for cash                                               17,249,571      17,250      6,624,782             6,642,032 
                                                                              
Common stock issued                                                                             
for acquisition of MSD                                               1,180,354      1,180      270,301             271,481 
                                                                              
Common stock issued in                                                                             
connection with dipostion                                                                             
of NC property                                               400,000      400      91,600             92,000 
                                                                              
Common stock issued                                                                             
for Preferred Stock "A"     (25,645)     (26)                                 487,255      487      (462)            - 
                                                                              
Issuance of                                                                             
Preferred Stock "C"                                 460,000      460                                  460 
                                                                              
Common stock issued                                                                             
for compensation                                               3,718,252      3,718      851,479             855,197 
                                                                              
Net loss for the year                                                                    (7,711,887)     (7,711,887)
                                                                              
Balance December 31, 2009     85,220    $ 85      1,000,000    $ 1,000      460,000    $ 460      52,378,794    $ 52,379    $35,766,004    $ (33,544,377)   $ 2,275,551 
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See the accompanying notes to the condensed consolidated financial statements 

  

  

MEDICAL CONNECTIONS HOLDINGS, INC., AND SUBSIDIARIES  
CONSOLIDATED STATEMENTS OF CASH FLOWS  

FOR THE YEARS ENDED DECEMBER 31, 2009 AND 2008  
             
    2009     2008  
             
Net loss   $ (7,711,887)   $ (7,542,210)
               
Adjustments to reconcile net loss to net cash              
Depreciation and amortization     112,910      63,393 
Common stock issued for compensation     947,658      138,000 
Decrease in fair value of asset held for investment     -      247,432 
CHANGES IN ASSETS AND LIABILITIES              
Accounts receivable     213,940      (220,415)
Security deposit     21,898      (200,000)
Prepaid expenses     76,794      (137,503)
Accounts payable and accrued expenses     (224,514)     63,656 
               
Net cash used in operating activities     (6,563,201)     (7,587,647)
               
Cash flow from investing activities              
Acquisition of property and equipment     (60,046)     (31,107)
Proceeds from sale of investment property     400,000      - 
Net cash provided by (used in) investing activities     339,954      (31,107)
               
Cash flow from financing activities              
Proceeds from issuance of common stock and warrants     6,642,032      7,267,954 
Payment on loan payable     -      (370,086)
               
Net cash provided by financing activities     6,642,032      6,897,868 
               
Net increase (decrease) in cash and cash equivalents     418,785      (720,886)
               
Cash and cash equivalents at beginning of year     599,058      1,319,944 
               
Cash and cash equivalents at end of year   $ 1,017,843    $ 599,058 

               
Supplemental disclosure of cash flow information:              
Cash paid during the period for:              
Interest   $ 71    $ 13,898 

Taxes   $ -    $ - 
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Medical Connections Holding, Inc and Subsidiaries 

Notes to Consolidated Financial Statements 
December 31, 2009 

  
 
NOTE 1 - ORGANIZATION AND BASIS OF PRESENTATION 
  
       Medical Connections Holdings, Inc. and its subsidiaries, (the "Company") is an employment and executive search firm that provides recruiting services to its 
clients within the healthcare and medical industries throughout the United States. The Company was formed in Florida for the purpose of specializing in the 
recruitment and placement of healthcare professionals in a variety of employment settings. 
  
       The Company operates under a holding company structure and has one direct wholly-owned operating subsidiary, Medical Connections, Inc., a Florida 
corporation ("Medical Connections") which was formed in 2002.  In December 2005, the Company acquired control of Webb Mortgage Depot, Inc. ("WMD"), a 
reporting company and predecessor to the Company which was formed in May 1999, pursuant to a share exchange agreement and changed WMD's name to Medical 
Connections Holdings, Inc. 
  
NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
  
       PRINCIPLES OF CONSOLIDATION 
  
       The consolidated financial statements include the accounts of Medical Connections Holdings, Inc., and its wholly-owned subsidiaries. All material inter-
company transactions and balances have been eliminated in consolidation. 
  
       USE OF ESTIMATES 
  
       The preparation of financial statements in conformity with accounting principles generally accepted in the United States of America requires management to 
make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial 
statements and the reported amounts of revenues and expenses during the reporting period. Actual results could differ materially from those estimates. 
  
       CASH AND CASH EQUIVALENTS 
  
       Cash and cash equivalents consists principally of currency on hand, demand deposits at commercial banks, and liquid investment funds having  a maturity of 
three months or less at the time of purchase. 
  
       The Company maintains cash and cash equivalent balances at financial institutions that are insured by the Federal Deposit Insurance Corporation up to 
$250,000. 
  
       ALLOWANCE FOR DOUBTFUL ACCOUNTS / SALES ALLOWANCE 
  
       Accounts are written off when management determines that an account is uncollectible Recoveries of accounts previously written off are recorded when 
received. Estimated allowances for doubtful accounts ($50,000) are determined to reduce the Company's receivables to their carrying value, which approximates fair 
value. Such allowances include a sales allowance ($60,000) for that portion of permanent placement revenue that may be discounted after a reasonable period of 
time.  Allowances are estimated based on historical collection experience, specific review of individual customer accounts, and current economic and business 
conditions. Historically, the Company has not incurred any significant credit related losses. 
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
  

PROPERTY PLANT AND EQUIPMENT 
  
Equipment is stated at cost. Depreciation is computed using the straight-line method over the estimated useful lives of the assets, three to five years. Reviews 

are regularly performed to determine whether facts and circumstances exist that indicate the carrying amount of assets may not be recoverable or the useful life is 
shorter than originally estimated. The Company assesses the recoverability of its equipment by comparing the projected undiscounted net cash flows associated 
with the related asset or group of assets over their remaining lives against their respective carrying amounts. Impairment, if any, is based on the excess of the carrying 
amount over the fair value of those assets. 

  
If assets are determined to be recoverable, but the useful lives are shorter than originally estimated, the net book value of the assets is depreciated over the 

newly determined remaining useful lives. When equipment is retired or otherwise disposed of, the cost and related accumulated depreciation are removed from the 
accounts and the resulting gain or loss is included in operations. 

  
ADVERTISING 
  
The Company's policy is to expense the costs of advertising and marketing as they are incurred. Advertising expense for the years ended December 31, 2009 

and 2008 was $359,703 and $636,851 respectively. 
  
INCOME TAXES 
  
We account for income taxes in accordance with ASC 740, Accounting for Income Taxes, as clarified by ASC 740-10, Accounting for Uncertainty in Income 

Taxes.  Under this method, deferred income taxes are determined based on the estimated future tax effects of differences between the financial statement and tax basis 
of assets and liabilities given the provisions of enacted tax laws. Deferred income tax provisions and benefits are based on changes to the assets or liabilities from 
year to year. In providing for deferred taxes, we consider tax regulations of the jurisdictions in which we operate, estimates of future taxable income, and available tax 
planning strategies. If tax regulations, operating results or the ability to implement tax-planning strategies vary, adjustments to the carrying value of deferred tax 
assets and liabilities may be required. Valuation allowances are recorded related to deferred tax assets based on the “more likely than not” criteria of ASC 740. 

  
ASC 740-10 requires that we recognize the financial statement benefit of a tax position only after determining that the relevant tax authority would more likely 

than not sustain the position following an audit. For tax positions meeting the “more-likely-than-not” threshold, the amount recognized in the financial statements is 
the largest benefit that has a greater than 50 percent likelihood of being realized upon ultimate settlement with the relevant tax authority. 

  
STOCK-BASED COMPENSATION 
  
In December 2004, the FASB issued SFAS No. 123R, "Share-Based Payment." SFAS No. 123R is a revision of SFAS No. 123 and supersedes APB 25. SFAS No. 

123R eliminates the use of the intrinsic value method of accounting and requires companies to recognize the cost of employee services received in exchange for 
awards of equity instruments based on the grant date fair value of those awards. On April 14, 2005, the Securities and Exchange Commission adopted a new rule that 
amended the compliance date to adopt SFAS 123R, effective January 1, 2006. SFAS No. 123R permits companies to adopt its requirements using either a "modified 
prospective" method or a "modified retrospective" method. Under the "modified prospective" method compensation cost is recognized in the financial statements 
beginning with the effective date, based on the requirements of SFAS No. 123R for all share-based payments granted after that date, and, based on the requirements 
of SFAS No. 123R, for all unvested awards granted prior to the effective date of SFAS No. 123R. Under the "modified retrospective" method the requirements are the 
same as under the "modified prospective" method, except that entities also are allowed to restate financial statements of previous periods based on pro forma 
disclosures made in accordance with SFAS No. 123. The Company has adopted SFAS No. 123R. 
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
  

COMMON STOCK ISSUED FOR OTHER THAN CASH 
  
Services purchased and other transactions settled in the Company's common stock are recorded at the estimated fair value of the stock issued if that value is 

more readily determinable than the fair value of the consideration received. 
  
EARNINGS (LOSS) PER SHARE OF COMMON STOCK 
  
Income (Loss) per share: Basic loss per share excludes dilution and is computed by dividing the loss attributable to common shareholders by the weighted-

average number of common shares outstanding for the period. Diluted loss per share reflects the potential dilution that could occur if securities or other contracts to 
issue common stock were exercised or converted into common stock or resulted in the issuance of common stock that shared in the loss of the Company. Diluted loss 
per share is computed by dividing the loss available to common shareholders by the weighted average number of common shares outstanding for the period and 
dilutive potential common shares outstanding unless consideration of such dilutive potential common shares would result in anti-dilution. Common stock equivalents 
were not considered in the calculation of diluted loss per share as their effect would have been anti-dilutive for the periods ended December 31, 2009 and 2008. 

  
REVENUE RECOGNITION 
  
The Company records its transactions under the accrual method of accounting whereby income recognized when the services are   rendered and collection is 

reasonably assured. The Company recognizes revenue from permanent placement services when invoiced which is typically within 30 -45 days from the date the 
candidate has agreed to commence employment. Invoices for these services are rendered after a candidate has been selected, the candidate has accepted the 
position, and the contracting employer has offered and accepted the terms of the candidate’s employment. Adjustments to the fee for these services occur if the 
candidate’s performance is not satisfactory or if the candidate does not commence work requiring the company to find a replacement candidate. Contract 
appointments includes contracts for what is commonly known as “travel positions,” which are for allied health professionals, nurses or physicians who are willing to 
take temporary assignments outside their home region. Under this arrangement, we are the employer of record for the healthcare professional. The healthcare facility 
remits a fee to us that include all employment overhead, as well as a surcharge for the service. The revenue from this activity is earned from the commission and 
surcharge for the service which is billed and recognized off of weekly time cards. 

  
FAIR VALUE OF FINANCIAL INSTRUMENTS 
  
The carrying amount reported in the balance sheets for cash and cash equivalents, loans payable, line of credit, convertible debentures, promissory note, 

mortgage payable, and liability for stock to be issued approximate fair value because of the immediate or short-term maturity of these financial instruments. 
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
  

RECLASSIFICATIONS 
  
Certain amounts in 2008 were reclassified to conform to the 2009 presentation. These reclassifications had no effect on net loss for the periods presented. 
  
RECENT ACCOUNTING PRONOUNCEMENTS 
  
In December 2007, the Financial Accounting Standards Board (“FASB”) issued new guidance on business combinations. This guidance establishes principles 

and requirements for how the Company: (1) recognizes and measures in its financial statements the identifiable assets acquired, the liabilities assumed, and any 
noncontrolling interest in the acquiree; (2) recognizes and measures the goodwill acquired in the business combination or a gain from a bargain purchase; and 
(3) determines what information to disclose to enable users of the financial statements to evaluate the nature and financial effects of the business combination. The 
business combinations guidance also requires acquisition-related transaction and restructuring costs to be expensed rather than treated as part of the cost of the 
acquisition. This guidance applies prospectively to business combinations for which the acquisition date is on or after the beginning of the first annual reporting 
period beginning on or after December 15, 2008. The Company adopted the business combination guidance on January 1, 2009. 

  
In April 2009, the FASB issued guidance relating to accounting for assets acquired and liabilities assumed in a business combination that arise from 

contingencies. This pronouncement amends the guidance on business combinations to clarify the initial and subsequent recognition, subsequent accounting, and 
disclosure of assets and liabilities arising from contingencies in a business combination. This pronouncement requires that assets acquired and liabilities assumed in 
a business combination that arise from contingencies be recognized at fair value, as determined in accordance with the fair value measurements guidance, if the 
acquisition-date fair value can be reasonably estimated. If the acquisition-date fair value of an asset or liability cannot be reasonably estimated, the asset or liability 
would be measured at the amount that would be recognized in accordance with the accounting guidance for contingencies. This pronouncement became effective for 
the Company as of January 1, 2009, and the provisions of the pronouncement are applied prospectively to business combinations with an acquisition date on or after 
the date the guidance became effective. The adoption of this pronouncement did not have a material impact on the Company’s financial position or results of 
operations. 

  
The Company’s nonfinancial assets and liabilities measured at fair value on a nonrecurring basis include assets and liabilities acquired in connection with a 

business combination, goodwill and intangible assets. The Company adopted the fair value measurement guidance as it relates to these assets and liabilities on 
January 1, 2009. 
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       In April 2009, the FASB issued additional guidance on fair value measurements and disclosures. Fair value is defined as the price that would be received to sell 
an asset or paid to transfer a liability in an orderly transaction between market participants under current market conditions. The new guidance requires an evaluation 
of whether there has been a significant decrease in the volume and level of activity for the asset or liability in relation to normal market activity for the asset or 
liability. If there has been a significant decrease in activity, transactions or quoted prices may not be indicative of fair value and a significant adjustment may need to 
be made to those prices to estimate fair value. Additionally, an entity must consider whether the observed transaction was orderly (that is, not distressed or forced). 
If the transaction was orderly, the obtained price can be considered a relevant, observable input for determining fair value. If the transaction is not orderly, other 
valuation techniques must be used when estimating fair value. This guidance did not impact the Company’s results of operations, cash flows or financial position for 
the year ended December 31, 2009. 
  
       In August 2009, the FASB issued additional guidance on the fair value measurement of investments. The new guidance provides clarification on the 
measurement and reporting of a security in circumstances in which a quoted price in an active market for the identical security is not available. This guidance is 
effective for the first reporting period beginning after August 2009. This guidance, which was applied by the Company as of October 1, 2009, did not impact the 
Company’s results of operations, cash flows or financial position for the year ended December 31, 2009. 
  
       In December 2007, the FASB issued guidance on noncontrolling interests which establishes accounting and reporting standards for the noncontrolling 
interest in a subsidiary (formerly known as minority interest) and for the deconsolidation of a subsidiary. This guidance clarifies that a noncontrolling interest in a 
subsidiary is an ownership interest in the consolidated entity that should be reported as equity in the consolidated financial statements. This guidance also requires 
presentation on the face of the consolidated statement of income of the amounts of consolidated net income attributable to the parent and to the noncontrolling 
interest, resulting in an increase to consolidated Net income. Historically, Net income attributable to noncontrolling interests was presented as minority interest 
expense. Under this new guidance, amounts reported as net income attributable to noncontrolling interests are now reported net of any applicable taxes. This 
guidance requires expanded disclosures in the consolidated financial statements that clearly identify and distinguish between the interests of the parent’s owners 
and the interests of the noncontrolling owners of a subsidiary. This guidance is effective for fiscal years, and interim periods within those fiscal years, beginning on 
or after December 15, 2008. The Company applied this guidance prospectively as of January 1, 2009, except for the presentation and disclosure requirements, which 
were applied retrospectively for all periods presented. The adoption of this guidance did not have a material impact on the Company’s financial position or results of 
operations. 
  
       In April 2008, the FASB issued guidance on determining the useful life of intangible assets. The intent of the guidance is to improve the consistency between 
the useful life of a recognized intangible asset and the period of expected cash flows used to measure the fair value of the asset. This guidance requires an entity to 
disclose information for a recognized intangible asset that enables users of the financial statements to assess the extent to which the expected future cash flows 
associated with the asset are affected by the entity’s intent and/or ability to renew or extend the arrangement. This guidance is effective for financial statements 
issued for fiscal years beginning after December 15, 2008, and interim periods within those fiscal years. The Company adopted this guidance on January 1, 2009. The 
adoption of this guidance did not have a material impact on the Company’s financial position or results of operations. 
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       In May 2009, the FASB issued guidance on subsequent events which establishes general standards of accounting for and disclosure of events that occur 
after the balance sheet date but before financial statements are issued or are available to be issued. This guidance is based on the same principles as currently exist in 
auditing standards and was issued by the FASB to include accounting guidance that originated as auditing standards into the body of authoritative literature issued 
by the FASB. The standard addresses the period after the balance sheet date during which management of a reporting entity should evaluate events or transactions 
that may occur for potential recognition or disclosure in the financial statements, the circumstances under which an entity should recognize events or transactions 
occurring after the balance sheet date in its financial statements and the disclosures that an entity should make about events or transactions that occurred after the 
balance sheet date. The Company adopted this guidance during the quarterly period ended June 30, 2009. 
  
       For the year ended December 31, 2009, the Company evaluated subsequent events through March 15, 2010, which was the date the accompanying financial 
statements were issued. 
  
       Other accounting standards that have been issued or proposed by the FASB or other standards-setting bodies that do not require adoption until a future date 
are not expected to have a material impact on the consolidated financial statements upon adoption. 
 
NOTE 3- ACQUISITION 
  
       On May 25, 2009, the Company closed an asset purchase agreement with Medical Staffing Direct (MSD) formerly a Florida based staffing company. MSD 
previously operated as a provider of per-diem nurse staffing for large national hospital clients. MSD’s core business was conducted in the Florida and New York 
markets. The assets purchased include an investor list, accounts receivable, hospital contracts and industry relationships, which include several key MSD directors 
that will assist Medical Connections in future relationships with national clients. The Company issued 1,180,354 units consisting of one share of common stock and 
two warrants to purchase an additional share of common stock at $0.75 per share. The units were valued at $271,481, the fair market value of the shares and warrants 
on the date of acquisition. This amount was assigned to the purchased assets that had value, which was the investor list. The investor list was recorded at 
acquisition cost, to be amortized on a straight-line basis over the estimated useful life of 3.0 years. Amortization expense of $52,500 is included in general and 
administrative expense in the statement of operations for the year ended December 31, 2009. 
  
NOTE 4- PROPERTY AND EQUIPMENT 
  
       Property and equipment consist of the following at December 31, 2009 and 2008: 

  

  
           Depreciation expense for the years ended December 31, 2009 and 2008 was $60,410 and $63,393 respectively. 
  

  

    2009     2008  
             

Leasehold Improvements  $ 78,762   $ 74,512 
Office Furniture    109,912     109,912 
Office Equipment    198,279     142,483 
Total    386,953     326,907 

             
Less: Accumulated Depreciation    (243,475)    (183,064)
             

   $ 143,478   $ 143,843 
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NOTE 5 - STOCKHOLDERS' EQUITY 
  
       SERIES A PREFERRED STOCK 
  
       As of December 31, 2009, the Company had 1,000,000 shares of Series A Preferred Stock   authorized, $0.001 par value per share, and 85,220 shares were issued 
and outstanding.   Each holder of the Series A Preferred Stock may convert each share of Preferred Stock into nineteen (19) shares (the “Conversion Ratio”) of the 
Company’s Common Stock at any time. The Conversion Ratio is subject to adjustment in the event of any recapitalization or reorganization.  The Holders of the 
Series A Preferred Stock are required to tender the Series A Preferred Stock Certificate to the Company for redemption prior to issuance of any shares of Common 
Stock. Until such shares of Series A Preferred Shares are exchanged for the Company’s Common Shares, each holder of a Series A Preferred Share shall be entitled to 
one vote per share on all matters which are brought to a vote of the holders of our Common Stock.  Holders of the Series A Preferred Stock have no other rights or 
preferences. As of December 31, 2009, a total of 447,510 shares of Series A Preferred Stock have been converted into 8,502,690 shares of our Common Stock. There 
were 25,645 shares of Series A Preferred Stock converted into 487,255 shares of Common Stock during the year ended December 31, 2009. 
  
       SERIES B PREFERRED STOCK 
  
       As of December 31, 2009, the Company has 1,000,000 shares of Series B Preferred Stock authorized, $0.001 par value per share, and 1,000,000 shares issued and 
outstanding.  The par value per share of Series B Preferred Stock is $0.001.  Each share of Series B Preferred Stock has 10 votes per share and the Series B Preferred 
Stock is not convertible into shares of the Company's Common Stock. 
  
       SERIES C PREFERRED STOCK 
  
       As of December 31, 2009, the Company has 460,000 shares of Series C Preferred Stock authorized, $0.001 par value per share, and 460,000 shares issued and 
outstanding.  Each share of Series C Preferred Stock has 100 votes per share and will vote together with holders of the Company's common stock and Series B 
Preferred Stock as a single class on all matters presented to the Company's shareholders at an annual or special meeting (or pursuant to written consent), except with 
respect to the matters relating to the election of directors.  The holders of a majority of shares of the Company's Series C Preferred Stock will have the right to appoint 
a majority of the directors serving on the Company's Board. The Series C Preferred Stock does not have any dividend or liquidation preferences.   
  
       COMMON STOCK 
  
       As of December 31, 2009, the Company has 70,000,000 shares of common stock authorized, $0.001 par value per share, and 52,378,794 issued and outstanding. 
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       WARRANTS 
  
       For the year ended December 31, 2009, the Company issued 238,854 warrants to purchase one share of Common Stock at $1.00 per share. The warrants, which 
expire two years after issuance, have no value based on computations using the Black-Scholes valuation model. The following assumptions were used in the model 
to determine the fair value of the warrants: 
  
       a term of 2 years, risk-free rate of 3.00%, average volatility of 45%, and dividend yield of zero. 
  
       During 2009, the Company issued 3,718,252 shares of its common stock for services rendered, at $ 0.23 per share fair market value, for a total cost of $855,197. 
  
       During 2009, the Company converted 25,645 shares of its preferred stock A into 487,255 shares of its common stock pursuant to a Preferred Stock Agreement. 
       
       During 2009, the Company sold 17,249,571 shares of its common stock and 238,854 warrants to purchase an equal number of shares of common stock, 
exercisable at $1.00 per share, for total net proceeds of $6,642,032. 
 
NOTE 6 - STOCK OPTIONS AND WARRANTS 
  
       At December 31, 2009, the Company had one stock based compensation plan, its 2006 Stock Incentive and Compensation Plan.  The Company accounts for the 
fair value of its grants under this plan in accordance with FASB 123R and FASB 148. The compensation cost that has been charged against income for this plan is $0 
and $15,000 for the years ended December 31, 2009 and 2008, respectively. 
  
       Under the 2006 Stock Incentive and Compensation Plan, the Company may grant options to its employees. Under this plan, the exercise price of each option 
equals the market price of the Company's stock on the date of grant and an option's maximum term is 10 years. The options that were granted vest in one third 
increments commencing one year from the grant date with subsequent vesting at the second and third anniversary of the options grant date. The fair value of each 
option grant is estimated on the date of the grant using the prospective method of transition as prescribed by FASB Statement No. 148. 
  
       A summary of the status of the Company's stock option plans as of December 31, 2009 is presented below: 
 
       Stock options activity for the year ended December 31, 2009: 
  

  

  

    Options     Price  
             

 Options outstanding January 1, 2009       200,000    $ 2.45 
               
 Options retired            (200,000)      - 
               
 Options outstanding December 31, 2009      -    $ - 
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NOTE 7 - STOCK OPTIONS AND WARRANTS (CONTINUED) 
  
       There were no stock options outstanding and exercisable at December 31, 2009. 
 
Warrant Grants 
  
       In connection with various equity financings that we have secured, we have outstanding warrants to purchase a total of 6,333,494 shares of our common 
stock. 
  

  
NOTE 8 - PROVISION FOR INCOME TAXES 
  
       The Company reported no tax expense or benefit for the year ended December 31, 2009 due to the net operating losses incurred during the period and a 
valuation allowance established against 100% of the Company’s deferred tax assets. At December 31, 2009 and 2008 deferred tax assets consist of the following: 
  

  
       As of December 31, 2009, the Company had accumulated deficits approximating $26,200,000 available to offset future taxable income through 2026. The 
Company established valuation allowances equal to the full amount of the deferred tax assets due to the uncertainty of the utilization of the operating losses in the 
future period. 
  
       Management has assessed the realization of the net deferred tax assets and has determined that it is more likely than not that the  Company’s deferred tax 
assets for its  net operating loss carry forwards will not be realized. Due to the uncertainty of their realization, a valuation allowance of 100% continues to be provided 
against those net operating loss carry forwards. 
  
       The Company adopted the provisions of ASC 740, previously FASB Interpretation No. 48 (FIN 48), Accounting for Uncertainty in Income Taxes, on January 1, 
2007. Previously the Company has accounted for tax contingencies in accordance with Statement of Financial Accounting Standards 5, Accounting for 
Contingencies. The statute of limitations is still open on years 2006 and subsequent. The Company recognizes the financial statement benefit of a tax position only 
after determining that the relevant tax authority would more likely than not sustain the position following an audit. For tax positions meeting the more-likely-than–not 
threshold, the amount recognized in the financial statements is the largest benefit that has a greater than 50 percent likelihood of being realized upon ultimate 
settlement with the relevant tax authority. At the adoption date the Company applied ASC 740 to all tax positions for which the statute of limitations remained open. 
As a result of the implementation of ASC 740, the Company did not recognize an increase in the liability for uncertain tax positions. 

  

  

No. of Warrants   Grant Date    Exercise Price     Expiration Date

3,553,359   2008    $1.50      2010
232,854       2009      $1.00    2011
2,547,281    2009    $0.75     2011

    2009     2008  
             
         Deferred tax asset  $ 9,694,000   $ 6,475,000 
               
         Less: valuation allowance    (9,694,000)    (6,475,000)
               
         Net deferred tax assets  $ 0   $ 0 
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       The Company is subject to income taxes in the U.S. federal jurisdiction and a number of state jurisdictions, including the state of Florida. The tax regulations 
within each jurisdiction are subject to interpretation of related tax laws and regulations and require significant judgment to apply. With few exceptions, the Company 
is no longer subject to U.S. federal, state and local examinations by tax authorities for the years before 2006. 
  
NOTE 9- OPERATING LEASES 
  
       The Company leases office space under a sixty-three month lease commencing January 1, 2005 with a renewal option for a five-year period. The lease did not 
take effect until March 2005 due to delays in construction. Monthly payments under the current lease are $13,398.   According to the lease; the rent will increase by 
3% each year. The Company is required to pay property taxes, utilities, insurance and other costs relating to the leased facilities. 
  
       The following is a schedule, by years, of future minimum rental  payments required under this operating lease that have initial or  remaining non-cancelable 
lease terms in excess of one year as of  December 31, 2009; 
  

  
       In June 2008, the Company entered into a seven-year operating lease for new and larger office space.  The lease required a $200,000 security deposit with an 
occupancy date scheduled after January 2009. The security deposit acts as guarantee for performance under the terms of the lease. Assuming no defaults, the 
security deposit of $200,000 shall be reduced by $50,000 after expiration of each of the third, fourth, and fifth lease year, with $50,000 remaining as security until lease 
termination. The lease was modified effective September 1, 2009 to reduce the amount of square footage and to lower the rent expense. Under the new lease 
amendment, the monthly base rent begins at $13,830 and will increase by 3% each year for a total of $1,271,640 in future minimum rent payments. The Company is 
required to pay property taxes, utilities, insurance and other costs relating to the leased facilities. 
 
NOTE 10 – CONCENTRATIONS OF CREDIT RISK 
  
       Financial instruments, which potentially expose the Company to concentrations of credit risks, consist primarily of trade receivables. The Company has 
attempted to minimize this risk by monitoring customers’ credit and payment activities. 
  
       During the year ended December 31, 2009, the Company maintained accounts with a single financial institution. At times during the year, balances in these 
accounts exceeded the amount insured by the FDIC. Based on the Company’s bank statement balances at December 31, 2009 and 2008, the Company’s balances in 
excess of FDIC insurance limits were $767,843 and $499,058, respectively. In order to minimize its exposure, the Company conducts its business with one of the largest 
and well-capitalized banks in the United States. 
  
       During the years ended December 31, 2009 and 2008, no single customer comprised a significant portion of revenue. 

  

  

For the periods ended December 31, 2010                       
Amount 

Estimated  
      42,264 
 Total minimum payments required   $  42,264 
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NOTE 11 - GOING CONCERN 
  
       The accompanying consolidated financial statements have been prepared in accordance with accounting principles generally accepted in the United States of 
America, which contemplates continuation of the Company as a going concern. The Company has sustained operating losses, and has little recurring revenues to 
sustain its operations. The revenue stream is not sufficient to fund expenses at this time. These items raise substantial doubt about the Company's ability to continue 
as a going concern. 
  
       In view of these matters, realization of the assets of the Company is dependent upon the Company's ability to meet its financial requirements and the success 
of future operations. These consolidated financial statements do not include adjustments relating to the recoverability and classification of recorded asset amounts 
and classification of liabilities that might be necessary should the Company be unable to continue in existence. 
  
       The Company's continued existence is dependent upon its ability to generate sufficient cash flows from equity financing and product revenues. 
  
       The Company has issued stock to continue to fund company operations. 
 
NOTE 12 - CONTINGENCIES 
  
       Legal Proceedings: 
  
       The Company and certain of its subsidiaries are subject to various pending or threatened legal proceedings arising out of the normal course of business or 
operations. In view of the inherent difficulty of predicting the outcome of such matters, the Company cannot state what the eventual outcome of these matters will be. 
However, based on current knowledge and after consultation with legal counsel, management believes that current reserves, determined in accordance with SFAS 
No. 5, “Accounting for Contingencies” (SFAS 5), are adequate, and the amount of any incremental liability arising from these matters is not expected to have a 
material adverse effect on the Company’s consolidated financial condition or results of operations. 
 
NOTE 13 – SUBSEQUENT EVENTS 
  
       The Company evaluated all events and transactions that occurred after December 31, 2009 up through March 15, 2010, the date the Company issued these 
consolidated financial statements. 
  
       On March 12, 2010, Medical Connections Holdings, Inc. (the "Company") entered into a stock purchase agreement ("Stock Purchase Agreement") with the 
shareholders pursuant to which the Company will acquire all of the issued and outstanding capital stock of Trustaff Management, Inc., an Ohio corporation and its 
five wholly-owned limited liability companies. Trustaff is a national health care staffing company with approximately 100 corporate staff supporting 500 healthcare 
professional working at various clients throughout the United States.  Based on financial information provided to the Company, Trustaff had revenues in excess 
of  $42 million during fiscal 2009, with profits in excess of $4.4 million. Trustaff's executive offices are located in Cincinnati, Ohio. 
  
       Under the terms of the Stock Purchase Agreement, the Company expects to pay a purchase price equal to approximately $26 million in cash, with $19.5 million 
payable in cash at the closing, $4 million payable pursuant to a three year promissory note and $2.5 million will be placed in escrow to be used to fund any 
indemnification claims relating to certain tax liabilities.  The Company will also issue 1.5 million shares of its common stock to the Trustaff shareholders at the 
closing.    The purchase price is subject to adjustments following the closing. 
  
       At the closing, the Company will also enter into employment agreements with four key employees/founders of Trustaff.  The closing of the transaction, which 
is currently expected to occur in the second quarter of this calendar year, is subject to customary closing conditions, including the Company's receipt of adequate 
financing to close the transaction.  There can be no assurances that the Company will be able to close this transaction. 
  

  

  
F-16



EXHIBIT 31.1 
 

 OFFICER'S CERTIFICATION PURSUANT TO SECTION 302 OF SARBANES OXLEY ACT 
  
I, Joseph Azzata, certify that: 
  
  

  
Date:  March 15, 2010 
  

  

1. I have reviewed this annual report on Form 10-K for the year ended December 31, 2009 of Medical Connections Holdings, Inc.;
     

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact  necessary to make the statements 
made, in light of the  circumstances  under which such statements were made, not misleading with respect to the period covered by this report;

   

3.  Based  on my  knowledge,  the  financial  statements,  and  other  financial information included in this report, fairly present in all material respects the financial 
condition,  results of operations and cash flows of the registrant, as of, and for, the periods presented in this report;

   

4.
The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining  disclosure controls and procedures (as defined in 
Exchange  Act Rules  13a-15(e)  and  15d-15(e))  and  internal  control  over financial  reporting (as defined in Exchange Act Rules  13a-15(f) and 15d-15(f)) for 
the registrant and have:

   

  a)
Designed  such  disclosure  controls  and  procedures,  or caused  such disclosure  controls and  procedures to be designed  under our  supervision,  to 
ensure  that  material  information  relating  to  the  registrant, including its  consolidated  subsidiaries,  is made known to us by others within 
those  entities,  particularly  during the period in which this  report is being prepared;

     

  b)
Designed such internal control over financial reporting,  or caused such internal control over financial  reporting to be designed under our supervision, 
to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial  statements for external purposes in 
accordance with generally accepted accounting principles;

     

  c) Evaluated the  effectiveness of the registrant’s disclosure controls and procedures and presented in this report our  conclusions  about the 
effectiveness  of the disclosure  controls and procedures,  as of the end of the period covered by this report based on such evaluation; and

     

  d)
Disclosed  in this  report  any change in the registrant’s internal  control  over  financial  reporting  that  occurred  during  the registrant’s most recent 
fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially  affect, 
the registrant’s internal control over financial reporting; and

     

5. The registrant’s other certifying officer(s) and I have disclosed, based  on  our  most  recent  evaluation  of  internal  control  over  financial reporting,  to the 
registrant’s  auditors and the audit committee of the registrant’s  board of  directors  (or persons  performing  the equivalent functions):

   

  a) All significant  deficiencies  and material  weaknesses in the design or operation of internal  control over  financial  reporting  which are  reasonably 
likely to  adversely  affect  the registrant’s  ability  to record, process, summarize and report financial information; and

     

  b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over 
financial reporting.

  By:  /s/ Joseph Azzata  

    Joseph Azzata  
    Chief Executive Officer and Director  
       



EXHIBIT 31.2 
 

 OFFICER'S CERTIFICATION PURSUANT TO SECTION 302 OF SARBANES OXLEY ACT 
  
 I, Brian Neill, certify that: 
  

  
Date: March 15, 2010 
  

  

1. I have reviewed this annual report on Form 10-K for the year ended December 31, 2009 of Medical Connections Holdings, Inc.; 
     

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact  necessary to make the statements 
made, in light of the  circumstances  under which such statements were made, not misleading with respect to the period covered by this report; 

   

3. Based  on my  knowledge,  the  financial  statements,  and  other  financial information included in this report, fairly present in all material respects the financial 
condition,  results of operations and cash flows of the registrant as of, and for, the periods presented in this report; 

   

4.
The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining  disclosure controls and procedures (as defined in 
Exchange  Act Rules  13a-15(e)  and  15d-15(e))  and  internal  control  over financial  reporting (as defined in Exchange Act Rules  13a-15(f) and 15d-15(f)) for 
the registrant and have: 

   

  a)
Designed  such  disclosure  controls  and  procedures,  or caused  such disclosure  controls and  procedures to be designed  under our  supervision,  to 
ensure  that  material  information  relating  to  the  registrant, including its  consolidated  subsidiaries,  is made known to us by others within 
those  entities,  particularly  during the period in which this  report is being prepared; 

     

  b)
Designed such internal control over financial reporting,  or caused such internal control over financial  reporting to be designed under our supervision, 
to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial  statements for external purposes in 
accordance with generally accepted accounting principles; 

     

  c) Evaluated the  effectiveness of the registrant’s  disclosure controls and procedures and presented in this report our  conclusions  about the 
effectiveness  of the disclosure  controls and procedures,  as of the end of the period covered by this report based on such evaluation; and 

     

  d)
Disclosed  in this  report  any change in the registrant’s internal  control  over  financial  reporting  that  occurred  during  the registrant’s most recent 
fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially  affect, 
the registrant’s internal control over financial reporting; and 

     

5. The registrant’s other certifying officer(s) and I have disclosed, based on our most  recent  evaluation  of  internal  control  over  financial reporting,  to the 
registrant’s  auditors and the audit committee of the registrant’s  board of  directors  (or persons  performing  the equivalent functions): 

   

  a) All significant  deficiencies  and material  weaknesses in the design or operation of internal  control over  financial  reporting  which are  reasonably 
likely to  adversely  affect  the registrant’s  ability  to record, process, summarize and report financial information; and 

     

  b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over 
financial reporting. 

  By:  /s/ Brian Neill  

    Brian Neill,   
    Chief Financial Officer  
       



  
EXHIBIT 32.1 

  
  

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350 
AS ADOPTED PURSUANT TO 

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002 
 

In connection with the Annual Report of Medical Connections Holdings, Inc, (the "Company") on Form 10-K for the period ended December 31, 2009 as 
filed with the Securities and Exchange Commission on the date hereof (the "Report"), each of the undersigned, in the capacities and on the dates indicated below, 
hereby certifies pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that to his knowledge: 
  
  

  
Date:  March 15, 2010 
  

  

 1. The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and
   
 2. The information contained in the Report fairly presents, in all material respects, the financial condition and results of operation of the Company.
   

 3. A signed original of this written statement required by Section 906 has been provided to the Company and will be retained by the Company and furnished to 
the Securities and Exchange Commission or its staff upon request.

  By:  /s/ Joseph Azzata  

    Joseph Azzata  
    Chief Executive Offic  
       



EXHIBIT 32.2 
 

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350 
AS ADOPTED PURSUANT TO 

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002 
 
  
  

In connection with the Annual Report of Medical Connections Holdings, Inc., (the "Company") on Form 10-K for the period ended December 31, 2009 as 
filed with the Securities and Exchange Commission on the date hereof (the "Report"), each of the undersigned, in the capacities and on the dates indicated below, 
hereby certifies pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that to his knowledge: 
  

  
Date:  March 15, 2010 
  

  

 1. The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and 
   
 2. The information contained in the Report fairly presents, in all material respects, the financial condition and results of operation of the Company. 
   

 3. A signed original of this written statement required by Section 906 has been provided to the Company and will be retained by the Company and furnished to 
the Securities and Exchange Commission or its staff upon request. 

  By:  /s/ Brian Neill  

    Brian Neill,   
    Chief Financial Officer  
       


