Edgar Filing: SITESEARCH CORP - Form 10-K

SITESEARCH CORP
Form 10-K
November 20, 2009



Edgar Filing: SITESEARCH CORP - Form 10-K

UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

FORM 10-K

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

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

For the fiscal year ended July 31, 2009

0 TRANSITION REPORT UNDER SECTION 13 OR 15 (d) OF THE SECURITIES EXCHANGE ACT OF

1934
For the Transition period from to
Commission File Number: 0-24217
L [
Sitesearch Corporation
(Exact Name of Registrant as Specified in Its Charter)
Nevada 20-5422795
(State or Other Jurisdiction of Incorporation or Organization) (IRS Employer Identification No.)

2850 W. Horizon Ridge Parkway

Suite 200
Henderson, NV 89052
(Address of principal executive offices) (Zip Code)

Registrant s telephone number, including area code: 702-799-9540
Securities registered under Section 12(b) of the Exchange Act: None
Securities registered under Section 12(g) of the Exchange Act:

Common Stock. $.001 Par Value
(Title of Class)

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

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Act. Yes o No x



Edgar Filing: SITESEARCH CORP - Form 10-K

Indicate by check mark whether the registrant: (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
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PART I
Forward-Looking Information

Part I of this Annual Report on Form 10-K includes statements that constitute forward-looking statements. These forward-looking statements are
often characterized by the terms may, believes, projects, expects, or anticipates, and do not reflect historical facts.

Forward-looking statements involve risks, uncertainties and other factors, which may cause our actual results, performance or achievements to
be materially different from those expressed or implied by such forward-looking statements. Factors and risks that could affect our results and
achievements and cause them to materially differ from those contained in the forward-looking statements include those identified in Item IA.
Risk Factors, as well as other factors that we are currently unable to identify or quantify, but may exist in the future.

In addition, the foregoing factors may affect generally our business, results of operations and financial position. Forward-looking statements
speak only as of the date the statement was made. We do not undertake and specifically decline any obligation to update any forward-looking
statements.
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ITEM 1: Business
Introduction

We have launched and continue to develop a proprietary online community that combines various emerging Internet business models:
Social bookmarking, social networking, original user generated content, and other services, all under our Sitesearch brand. Sitesearch users
organize, share, and rank web links, interact with each other through online social networking and are able to create, post, and collaboratively
edit online data and documents. Since our users are able to discover, dynamically organize and rank content using non-standard methods and
technologies, we offer an alternative to standard search engines for organizing online information.

Our Services

Social Bookmarking.

Social bookmarking is a method for Internet users to store, organize, search and manage bookmarks of web pages on the Internet with the
help of metadata (data about data).

In our social bookmarking system, users save links to web pages that they want to remember and share. These bookmarks are usually
public, and can be saved privately, so as to be shared only with specified people or groups or shared only inside the website. The allowed people
or groups can usually view these bookmarks chronologically, by category or tags, or via a search engine.

We encourage users to organize their bookmarks with informal tags instead of the standard browser-based system of folders, although we
feature categories/folders or a combination of folders and tags. They also enable viewing bookmarks associated with a chosen tag, and include
information about the number of users who have bookmarked them.

We have added extra features such as ratings and comments on bookmarks, the ability to import and export bookmarks from browsers,
emailing of bookmarks, web annotation, and groups or other social network features.

Recover vs. Discover

Standard search engines fall into the recover model. For example, if users want to find recipes for making bread, they know that a search
engine will recover a list of results in an order determined by a proprietary algorithm. We may also recover a list of recipes but that list will have
been created by its users. Further, users may discover other sites of interest. These sites may or may not even be related to the original area of
interest. This is not unlike reading a newspaper article and noticing another article of interest nearby. Each posting can be voted on by other
users and the more votes a post receives, the higher it is displayed. Thus the users decide which sites are relevant. Many users come to us simply
to discover what others deem to be of interest.

Online Social Networking

Online social networking is rapidly growing and evolving to include a broad spectrum of websites and online services. From a category
that attracted a relatively small number of users a few years ago, during September 2007, social networking websites attracted approximately
488.5 million unique visitors worldwide and an average of 165.6 million daily visitors according to comScore MediaMetrix, an Internet industry
research company.

People have a fundamental drive to connect with others, be part of a community, express themselves and maintain personal relationships.
Core, life-long relationships are often based on enduring affiliations related to shared experiences such as family, school, workplace or military
service. People seek to foster these relationships as well as other meaningful affiliations, such as those based on common interests, hobbies and
trends.

As a online community, we seek to fulfill a number of different needs, allowing users of our social network to find and connect with
individuals from their past and interact with new people based on shared interests, goals or other criteria. Many social networking services
provide users with tools that enable individuals to identify, build and maintain personal networks from their relevant affiliations. Users of social
networking services may interact and communicate through email as well as through a variety of other online forums, including instant
messaging, blogging, the posting of pictures and videos, voice chat and discussion groups. Many advertisers, recognizing that consumers are
spending an increasing amount of time online, view social networking websites as an attractive marketing medium for their products and
services.
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User Generated Content

The advent of user generated content marks a shift among some media organizations from creating on-line content to creating the facilities
and framework for non-media professionals (i.e., ordinary people ) to publish their own content in prominent places.

User generated content has also been characterized as Conversational Media , as opposed to Packaged Goods Media (that is, standard
media). The former is a two-way process in contrast to the one-way distribution of the latter. Conversational or two-way media is a key
characteristic of so-called Web 2.0 which encourages the publishing of one s own content and commenting on other people s content.

We offer a venue for original content articles. These articles may contain historical factual information, links to newspaper articles, radio
programming, television shows and online sources. We give our community another venue for their own original content.

The notion of the passive audience therefore has shifted and an ever-growing number of participatory users are taking advantage of the
interactive opportunities on the Internet to create collaborative original content. Grassroots experimentation has generated an innovation in
sounds, artists, techniques and associations with audiences which then are being used in mainstream media.The active, participatory and creative
audience is prevailing today with relatively accessible media, tools and applications, and its culture is in turn impacting mass media corporations
and global audiences.

Other Services

We are actively developing new services, such as user generated reviews, comparison shopping, and a proprietary online directory, to
compete in the fast changing online environment.

Monetization

We intend to seek providers of pay-per-click monetization solutions so that we will be able to generate revenue by virtue of clicks on paid
links from our website. We expect to choose a new provider of monetization solutions in the first quarter of 2010. Rules, regulations, and
program policies designed by providers of pay-per-click monetization solutions are often strict and subject to a significant approval process
before we will be allowed to use such products and services. There can be no assurance we will meet the criteria of, or be accepted into any
program offered by a provider of pay-per-click monetization solutions. We have launched and continue to develop a proprietary online
community combines various emerging Internet business models: Social bookmarking, social networking, original user generated content, and
other services, all under our Sitesearch brand. Sitesearch users organize, share, and rank web links, interact with each other through online social
networking and are able to create, post, and collaboratively edit online data and documents. Since our users are able to discover, dynamically
organize and rank content using nonstandard methods and technologies, we offer an alternative to standard search engines for organizing online
information.

ITEM 1A: Risk Factors

An investment in our common stock involves a substantial degree of risk. Before making an investment decision, you should give careful
consideration to the following risk factors in addition to the other information contained in this report. The following risk factors, however, may
not reflect all of the risks associated with our business or an investment in our common stock. The trading price of our common stock could
decline significantly due to any of these risks and investors may lose all or part of their investments. In assessing these risks, investors should
also refer to the other information contained or incorporated by reference in this Annual Report on Form 10-K, including our July 31, 2009
financial statements and related notes.

We expect to face increasing competition that could result in a loss of users and reduced profit margins.

The market for social networking and bookmarking services is competitive, and we expect competition to significantly increase in the
future. Our social networking services compete with a wide variety of social networking websites, including popular social networking websites
such as MySpace and Facebook and a number of social bookmarking sites, including Digg, StumbleUpon and Technorati. As a result of the
growth of these websites and minimal barriers to entry, a number of companies are entering our market, either directly or indirectly, some of
which may become significant competitors in the future. In addition, many existing social media sites are broadening their offerings to compete
with us. As we broaden our services and evolve into a service used for interacting with people with similar interests or affiliations, we may
compete with the increasing number of social networking websites for special niches and areas of interest.

-5-
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Some of our competitors have longer operating histories, greater name and brand recognition, larger user bases, significantly greater
financial, technical, sales and marketing resources, and engage in more extensive research and development than we do. Some of our
competitors also have lower user acquisition costs than we do and offer a wider variety of services. If our competitors are more successful than
we are in attracting users, our ability to maintain a large and growing user base will be adversely affected. Some of our social networking
competitors have compelling websites with more extensive user generated content and also offer their services free to their users. If our social
media services are not as compelling and we do not stay current with evolving consumer trends, we may not succeed in maintaining or
increasing our traffic.

More intense competition could also require us to increase our marketing expenditures, thereby reducing our profit margins and any
profitability.

Failure to increase traffic to our website would reduce our revenue and any profitability.

We must increase the number of members for our social networking services in order to generate revenue from advertising on our website.
Only a small percentage of members initially registering for our social networking services sign up the first time they visit the website. As a
result, our ability to generate revenue is highly dependent on our ability to convince individuals to become members and to return to our website
frequently. If our revenue is reduced, our profitability, if any, would be negatively impacted.

If we are not successful in increasing the number of our members or having members actively participate in our programs, our business
and financial results will suffer.

The success of our social media services depends upon our ability to increase our base of members thus increasing our traffic numbers and
advertising revenue. Our ability to increase our base of members is dependent upon attracting users to our website. We may not be able to
increase the level of new member registrations. Failure to increase or maintain our base of members would reduce our advertising revenue and
our ability to implement our strategies.

We have not generated any material operating revenue and have incurred ongoing losses since our inception, which could limit our
operations.

We have not generated any material revenue since our inception in August 2006 and have incurred aggregate losses of $2,375,589 through
July 31, 2009. If we are unable to generate revenue and earnings in the future, we may be required to limit our operations. We expect that our
operating expenses will increase as we implement our strategies and incur expenses associated with being a public reporting company. If our
revenue does not increase to offset these expected increases in costs and operating expenses, our operating results would be negatively affected.
Accordingly, we may not be able to achieve or maintain profitability, and we may continue to incur significant losses.

Our auditors believe there is substantial doubt that we can continue as a going concern.

In their audit report dated November 20, 2009, our auditors indicated that there was substantial doubt that we could continue as a going
concern. If we are unable to generate cash from earnings or from the sale of equity securities, we could be required to reduce or possibly cease
our operations.

If our social networking members do not interact with each other or fail to post links to our website, our ability to attract new users and
our financial results will suffer.

Part of our success is dependent upon our social networking members interacting with our website. The majority of our members do not
visit our website frequently and spend a limited amount of time on our website when they visit. In addition, only a limited number of our social
networking members post photographs and information about themselves, engage in message board discussions, view other members profiles or
participate in the other features on our website. If we are unable to encourage our members to interact more frequently with our social
networking website and to increase the amount of user generated content they provide, our ability to attract new users to our website and our
financial results will suffer.
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We will be dependent upon pay per click advertising revenue. If we are unable to generate advertising revenue in the future, our
operations will be limited.

We intend to generate revenue from pay per click advertising offered on our website. Our ability to increase advertising revenue from this
source is largely dependent upon the number of members actively using our services. We must increase user engagement with our services in
order to increase our advertising revenue. In addition if our technology and advertisement serving techniques do not evolve, will may be unable
to generate future revenue, which would limit our operations.

We do not currently maintain redundant capabilities and a catastrophic event could result in a significant disruption of our services.

Our computer equipment and the telecommunications infrastructure of our third-party network provider are vulnerable to damage from
fires, earthquakes, floods, power loss, telecommunications failures, terrorism and similar events. Our servers are also vulnerable to computer
viruses, worms, physical and electronic break-ins, sabotage and similar disruptions from unauthorized tampering of our computer systems. We
do not currently maintain redundant capabilities and a catastrophic event could result in a significant and extended disruption of our services.
Currently, we do not have a disaster recovery plan to address these and other vulnerabilities. As a result, it would be difficult to operate our
business in the event of a disaster. Any prolonged disruption of our services due to these, or other events, would severely impact or shut down
our business. We do not carry earthquake or flood insurance, and the property, business interruption and other insurance we do carry may not be
sufficient to cover, if at all, losses that may occur as a result of any events which cause interruptions in our services.

Our results of operations and key business metrics may fluctuate, which makes our results difficult to predict and could cause our
results to fall short of expectations.

Our results of operations and key business metrics may fluctuate as a result of a variety of factors, many of which are outside of our
control. As a development company in a rapidly evolving industry, it may be difficult for us and others to accurately predict future performance.
If our results of operations or key business metrics fall below the expectations of investors, the trading price of our common stock, if any, could
decline. Fluctuations in our results of operations and key business metrics may be due to a number of factors, including:

the number of members accessing our services and the extent of their engagement with our services;
variations in our advertising revenues and our ability to attract members to our social networking services; and

the timing and success of new service introductions by us or our competitors.

We believe that our results of operations and key business metrics may vary significantly in the future and that period-to-period
comparisons of our results of operations and key business metrics may not be meaningful. You should not rely on the results of one period as an
indication of our future performance. In addition, if our results of operations and key business metrics do not meet or exceed the expectations of
securities analysts or investors, the price of our common stock could decline substantially.

If we are unable to develop new or enhanced features or fail to predict or respond to emerging trends, our revenue and any profitability
will suffer.

Our future success will depend in part on our ability to modify or enhance our website features to meet users demands, add features and
address technological advancements. If we are unable to predict preferences or industry changes, or if we are unable to modify our website
features in a timely manner, we may lose members. New features may be dependent upon our obtaining needed technology or services from
third parties, which we may not be able to obtain in a timely manner, upon terms acceptable to us, or at all. We spend significant resources
developing and enhancing our features. However, new or enhanced features may have technological problems or may not be accepted by users.
If we are unable to successfully develop, acquire or implement new features or enhance our existing features in a timely and cost-effective
manner, our revenue and any profitability will suffer.

Assertions by any third party that we infringe its intellectual property could result in costly and time-consuming litigation, expensive
licenses or the inability to operate as planned.

The software and technology industries are characterized by the existence of a large number of patents, copyrights, trademarks and trade
secrets and by frequent litigation based on allegations of infringement or other violations of intellectual property rights. As we face increasing
competition, the possibility of intellectual property rights claims against us may grow. Our services or technologies may not be able to withstand
third-party claims or rights restricting their use. Companies, organizations or individuals, including our competitors, may hold or obtain patents
or other proprietary rights that would prevent, limit or interfere with our ability to provide our services or develop new services and features,
which could make it more difficult for us to operate our business.
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If we are determined to have infringed upon a third party s intellectual property rights, we may be required to pay substantial damages, stop
using technologies or services found to be in violation of a third party s rights or seek to obtain a license from the holder of the infringed
intellectual property right, which license may not be available on reasonable terms, or at all, and may significantly increase our operating
expenses or may require us to restrict our business activities in one or more respects. We may also be required to develop alternative
non-infringing technologies or services, that could require significant effort and expense or may not be feasible. In the event of a successful
claim of infringement against us and our failure or inability to obtain a license to the infringed technology or service, our business and results of
operations could be harmed.

Our business will be adversely affected if we are unable to protect our intellectual property rights from unauthorized use or
infringement by third-parties.

We rely on a combination of trademark, patent, trade secret and copyright law, license agreements and contractual restrictions, including
confidentiality agreements and non-disclosure agreements with employees, contractors and suppliers, to protect our proprietary rights, all of
which provide only limited protection.

We intend to pursue the registration of our trademarks and service marks in the United States and other countries. We have entered into
licensing agreements with Inter123 Corporation which provide us with exclusive use of certain registered trademark rights pertaining to our
Sitesearch brand. We cannot assure you that any future trademark registrations will be issued for pending or future applications or that any
registered trademarks or service marks will be enforceable or provide adequate protection of our proprietary rights. The steps we have taken to
limit access to, and disclosure of, our proprietary information may not prevent unauthorized use of our technology. Moreover, others may
independently develop technologies and services that are competitive with ours or infringe our intellectual property. We cannot be certain that
the steps we have taken will prevent unauthorized use of our intellectual property rights.

In addition, effective patent, trademark, copyright and trade secret protection may not be available in every country in which our
technologies and services are available. Legal standards relating to the validity, enforceability and scope of protection of intellectual property
rights in Internet-related industries are uncertain and still evolving.

If we fail to implement and maintain proper and effective internal controls and disclosure controls and procedures, our ability to
produce accurate and timely financial statements and public reports could be impaired, which could adversely affect our operating
results, our ability to operate our business and investors views of us.

We must ensure that we have adequate internal financial and accounting controls and procedures in place so that we can produce accurate
financial statements on a timely basis. We will be required to spend considerable effort establishing and maintaining our internal controls, which
will be costly and time-consuming and will need to be re-evaluated frequently. We are in the process of documenting, reviewing and, if
appropriate, improving our internal controls and procedures in anticipation of being a reporting company and eventually being subject to Section
404 of the Sarbanes-Oxley Act of 2002, which will require annual management assessments of the effectiveness of our internal control over
financial reporting. Both we and our independent auditors will be testing our internal controls in anticipation of being subject to these Section
404 requirements and, as part of that documentation and testing, may identify areas for further attention and improvement. We are in the process
of developing disclosure controls and procedures designed to ensure that information required to be disclosed by us in our public reports and
filings is recorded, processed, summarized and reported within the time periods specified by applicable SEC rules and forms.

Implementing any appropriate changes to our internal controls and disclosure controls and procedures may entail substantial costs to
modify our existing financial and accounting systems and internal policies, take a significant period of time to complete, and distract our
officers, directors and employees from the operation of our business. These changes may not, however, be effective in establishing or
maintaining the adequacy of our internal controls or disclosure controls, and any failure to maintain that adequacy, or a consequent inability to
produce accurate financial statements or public reports on a timely basis, could materially adversely affect our business. Further, investors
perceptions that our internal controls or disclosure controls are inadequate or that we are unable to produce accurate financial statements may
seriously affect the price of our common stock.

12
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We may be required to seek additional funding, and such funding may not be available on acceptable terms or at all.

We may need to obtain additional funding due to a number of factors beyond our expectations or control, including a shortfall in revenue,
increased expenses, increased investment in capital equipment or the acquisition of businesses, services or technologies. If we do need to obtain
funding, it may not be available on acceptable terms or at all. If we are unable to obtain sufficient funding, our business would be harmed. Even
if we were able to find outside funding sources, we might be required to issue securities in a transaction that could be highly dilutive to our
investors or we may be required to issue securities with greater rights than the securities we have outstanding today. We may also be required to
take other actions that could lessen the value of our common stock, including borrowing money on terms that are not favorable to us. If we are
unable to generate or raise capital that is sufficient to fund our operations, we may be required to curtail operations, reduce our services, defer or
cancel expansion or acquisition plans or cease operations in certain jurisdictions or completely.

Because our common stock may be classified as penny stock, trading may be limited, and the share price could decline.

Because our common stock may fall under the definition of penny stock, trading in the common stock, if any, may be limited because
broker-dealers would be required to provide their customers with disclosure documents prior to allowing them to participate in transactions
involving the common stock. These disclosure requirements are burdensome to broker-dealers and may discourage them from allowing their
customers to participate in transactions involving the common stock.

Penny stocks are equity securities with a market price below $5.00 per share other than a security that is registered on a national exchange,
included for quotation on the NASDAQ system or whose issuer has net tangible assets of more than $2,000,000 and has been in continuous
operation for greater than three years. Issuers who have been in operation for less than three years must have net tangible assets of at least
$5,000,000.

Rules promulgated by the Securities and Exchange Commission under Section 15(g) of the Exchange Act require broker-dealers engaging
in transactions in penny stocks, to first provide to their customers a series of disclosures and documents including:

A standardized risk disclosure document identifying the risks inherent in investment in penny stocks;
All compensation received by the broker-dealer in connection with the transaction;

Current quotation prices and other relevant market data; and o Monthly account statements reflecting the fair market value of the
securities.
These rules also require that a broker-dealer obtain financial and other information from a customer, determine that transactions in penny
stocks are suitable for such customer and deliver a written statement to such customer setting forth the basis for this determination.

Our directors and executive officers will continue to exert significant control over our future direction, which could reduce the sale
value of our company.

Members of our Board of Directors and our executive officers own a large percentage of our outstanding common stock. Accordingly,
these stockholders, if they act together, will be able to control all matters requiring approval of our stockholders, including the election of
directors and approval of significant corporate transactions. This concentration of ownership, which could result in a continued concentration of
representation on our Board of Directors, may delay, prevent or deter a change in control and could deprive our stockholders of an opportunity
to receive a premium for their common stock as part of a sale of our assets.

Investors should not anticipate receiving cash dividends on our common stock.

We have never declared or paid any cash dividends or distributions on our common stock and intend to retain future earnings, if any, to
support our operations and to finance expansion. Therefore, we do not anticipate paying any cash dividends on the common stock in the
foreseeable future.
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There is a reduced probability of a change of control or acquisition of us due to the possible issuance of additional preferred stock. This
reduced probability could deprive our investors of the opportunity to otherwise sell our stock in an acquisition of us by others.

Our Articles of Incorporation authorize our Board of Directors to issue up to 5,000,000 shares of preferred stock, of which no shares have
been issued. Our preferred stock is issuable in one or more series and our Board of Directors has the power to fix the rights, preferences,
privileges and restrictions thereof, including dividend rights, dividend rates, conversion rights, voting rights, terms of redemption, liquidation
preferences and the number of shares constituting any series or designation of such series, without further vote or action by stockholders. As a
result of the existence of this blank check preferred stock, potential acquirers of our company may find it more difficult to, or be discouraged
from, attempting to effect an acquisition transaction with, or a change of control of, our company, thereby possibly depriving holders of our
securities of certain opportunities to sell or otherwise dispose of such securities at above-market prices pursuant to such transactions.
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ITEM 1B. Unresolved Staff Comments
Not applicable.
ITEM 2. Properties

We are headquartered in Henderson, Nevada with technical operations based in Sonora, Mexico and a branch office in Phoenix, Arizona. Our
corporate headquarters are located at 2850 W. Horizon Ridge Parkway, Suite 200 Henderson, NV. Our telephone number is (702) 799-9540.
Our website address is www.sitesearch.com. Information on our website is not a part of this prospectus.

We lease approximately 1,400 square feet of office space in Phoenix, Arizona. We lease an additional 3,000 square feet of office space for our
software engineering and technical devel