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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549
FORM 10-Q

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

For the quarterly period ended March 31, 2011
o TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(D) OF THE EXCHANGE ACT

For the transition period from to

Commission File No. 333-147716

Blue Sphere Corp.
(Exact name of registrant as specified in its charter)
Nevada 98-0550257
(State or other jurisdiction of (I.R.S. Employer
incorporation or organization) Identification No.)

35 Asuta Street, Even Yehuda, Israel 40500
(Address of principal executive offices) (zip code)

972-9-8917438
(Registrant’s telephone number, including area code)

(Former name, former address and former fiscal year, if changed since last report)

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section
15(d) of the Exchange Act of 1934.

Yesx Noo

The registrant is a voluntary filer and, as such, is not required to file reports pursuant to Section 13 or 15(d) of the
Exchange Act of 1934. Consequently, the level of the registrant’s disclosure may vary from what is required of a
mandatory reporting company.

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days.
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Yeso Nox

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

Yeso Noo

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
or a smaller reporting company. See definitions of “large accelerated filer,” “accelerated filer,” and “smaller reporting
company” in Rule 12b-2 of the Exchange Act. (Check one):

Large accelerated filer o Accelerated filer 0
(Do not check if a smaller reporting

Non-accelerated filer o Smaller reporting company x
company)

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).
Yeso Nox
State the number of shares outstanding of each of the issuer’s classes of common equity as of the latest practicable

date: As at March 31, 2011, there were 73,433,333 shares of common stock, par value $0.001 per share, issued and
outstanding.
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PART I - FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS
Blue Sphere Corp.
CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS

AS OF MARCH 31, 2011
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Blue Sphere Corp.
(A Development Stage Company)
Consolidated Balance Sheets
(In thousands except share and per share data)

ASSETS

CURRENT ASSETS
Cash

Other current assets
Total Current Assets

PROPRERTY AND EQUIPMENT, NET

Total Assets
Liabilities and Stockholders’ Equity

Current Liabilities
Accounts payable
Other accounts payables

Total Current Liabilities

Stockholders’ Deficit

Common shares, $0.001 par value; 1,750,000,000 shares authorized
at March 31, 2011 and September 30, 2010,

73,300,000 shares and 66,500,000 issued and outstanding

at March 31, 2011 and September 30, 2010, respectively
Additional paid in capital

Deficit accumulated during the development stage

Total Stockholders’ Equity

Total Liabilities and Stockholders' Equity

See accompanying notes to financial statements
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As of
March 31,
2011
Unaudited

66
100
166

$175

160

$160

75
13,667
(13,727
15

$175

As of
September
30,
2010

355
24
379

$387

115

$118

69

6,452
) (6,252

269

$387
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Blue Sphere Corp.
(A Development Stage Company)
Consolidated Statements of Operations
(In thousands except share and per share data)

For The
Period
form May
17, 2007
(Inception)
Six Months Ended March Three Months Ended to
31, March 31, March 31
2011 2010 2011 2010 2011
OPERATING EXPENSES
General and administrative expenses* $7,474 $925 $4,893 $923 $13,730
Financial expenses (income), net 1 1 2 1 3
NET LOSS 7,475 926 4,895 924 13,727

Net loss per common share — basic and
diluted $0.11 $0.01 $0.07 $0.01

Weighted average number of common
shares outstanding

during the period — basic and diluted 69,950,549 66,653,846 73,433,333 66,811,111

* In the six and three month period ended March 31, 2011 and March 31, 2010 - includes $4,676 and $780 thousands
share-based compensation respectively.

The accompanying notes are an integral part of the condensed consolidated financial statements.
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Blue Sphere Corp.
Statement of Stockholders' Equity (Deficit)
(In thousands, except share and per share data)

Total
Common Stock Additional Accumulated Stockholders'
Paid in
Shares Amount Capital Deficit Equity

Common stock issued, July 17, 2007 (date
of inception) 1,900,000 $2 $67 $ - $ 69
Net loss for the period ended September 30,
2007 - - - (14 ) (14 )
Balance, September 30, 2007 1,900,000 2 67 (14 ) 55
Net loss for the year ended September 30,
2008 - - - (32 ) (32 )
Balance, September 30, 2008 1,900,000 2 67 (46 ) 23
Net loss for the year ended September 30,
2009 - - - (18 ) (18 )
Balance, September 30, 2009 1,900,000 2 67 (64 ) 5
Share split of 35:1 64,600,000 65 (65 ) - -
Proceeds from common stock issued net of
direct offering expenses 2,000,000 2 995 - 997
Share based compensation - - 5,455 - 5,455
Net loss for the year ended September 30,
2010 - - - (6,188 ) (6,188 )
Balance, September 30, 2010 68,500,000 69 6,452 (6,252 ) 269
Share based compensation - - 4,676 - 4,676
Issuance of common stock 471,948 1 198 199
Common stock issued for services 4,328,052 5 2,341 2,346
Net loss for the period ended March 31,
2011 - - - (71,475 ) (7475 )
Balance, March 31, 2011 73,300,000 $75 $13,667 $ (13,727 ) $15

The accompanying notes are an integral part of the condensed consolidated financial statements.
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Blue Sphere Corp.
(A Development Stage Company)
Statements of Cash Flows
(In thousands except share and per share data)

CASH FLOWS FROM OPERATING ACTIVITIES
Net loss
Adjustments required to reconcile net loss to net cash used in operating
activities
Share based compensation expenses
Issuance of shares for services
Receivables on account of shares
(Increase) in other current assets
Increase in accounts payables
Increase (decrease) other in accounts payables
Net Cash Used In Operating Activities

CASH FLOWS USED FROM INVESTING ACTIVITIES
Increase in Property and Equipment
Net Cash Used In Investing Activities
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from stock issued for cash
Net Cash Provided By Financing Activities
Net increase (decrease) in cash

Cash - beginning of year/period

Cash - end of year/period
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For the period Ended
March 31,
2011 2010
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2,346
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(€] ) 46
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Blue Sphere Corp.
(DEVELOPMENT STAGE COMPANY)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
Continued

NOTE 1 - BASIS OF PRESENTATION

The accompanying unaudited condensed consolidated financial statements have been prepared on the same basis as
the annual consolidated financial statements and, in the opinion of management, reflect all adjustments, which include
only normal recurring adjustments, necessary to present fairly the financial position and results of operations of Blue
Sphere Corp. and subsidiary ("the Company”). These consolidated financial statements and notes thereto are unaudited.

NOTE2 - General

The Company was incorporated in the state of Nevada on July 17, 2007 and was in the business of developing and
promoting automotive internet sites. During the second quarter of 2010 the management of the Company decided to
change its business focus to that of Greenhouse Gas (GHG) emission reduction, .The Company seek to generate
revenue through sales of carbon credits, energy generation, project development and sale of byproducts.

The Company offers potential partners (owners of: landfills, coal mines, fertilizer factories, etc) a kind of turnkey
operation in dealing with the emission reduction. The Company service consists of: executing the process needed in
order to make the project eligible for carbon credits, choosing the most suitable technology to be applied, arranging
for the financing, constructing and managing the project for its life. We operate primarily in countries from the former
Soviet Union, China and the USA.

On January 10, 2011 the Company issued and delivered 2,300,000 shares of common stock to Green Logic Ltd. (“GL”),
a company organized and existing under the laws of the state of Israel, in exchange for the non-exclusive provision of
fund-raising and promotional services. The Company also issued 1,000,000 additional shares of common stock to be
delivered to GL subject to the satisfaction of certain subsequent conditions. GL failed to fulfill such
conditions. Consequently the Company never delivered such shares to GL and is currently holding a certificate
representing such 1,000,000 shares in GL’s name. The Company will cancel such shares in its third fiscal quarter of
2011.

In March 2011, the Company received from GL the rights to market and distribute in Europe a water heating
technology based on magnetic induction and NIS 345,000 (out of a total monetary consideration of NIS 690,000) in
exchange for 2,500,000 shares of common stock to be delivered to GL after receipt of the balance of the amount
owing to it —i.e., NIS 345,000. On May 9, 2011, the Company received an additional NIS 345,000 in post-dated
checks from GL, which represented the remaining outstanding monetary balance owing to the Company. The
Company delivered such 2,500,000 shares to GL on May 17, 2011 on the condition that such shares can be cancelled
by the Company if such checks do not clear on the dates they are deposited. The Company has negotiated, but not
signed, an agreement in respect of such transaction with GL. GL has signed such agreement. The Company intends
to sign such agreement after the last check clears, which is expected to be prior to June 30, 2011.

NOTE3 - INTERIM FINANCIAL STATEMENTS

The accompanying unaudited interim consolidated financial statements as of March 31, 2011 and , have been prepared
in accordance with accounting principles generally accepted in the United States relating to the preparation of
financial statements for interim periods. Accordingly, they do not include all the information and footnotes required
for annual financial statements. In the opinion of management, all adjustments (consisting of normal recurring
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accruals) considered necessary for a fair presentation have been included. Operating results for the six months ended
March 31, 2011 are not necessarily indicative of the results that may be expected for the year ending September 30,
2011.

NOTE4 - SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies applied in the annual financial statements of the Company as of September 30,

2010, are applied consistently in these financial statements.

F-6
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Blue Sphere Corp.
(DEVELOPMENT STAGE COMPANY)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
Continued

NOTE 5 - SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies applied in the annual financial statements of the Company as of September 30,
2010, are applied consistently in these financial statements.

NOTE6 - GOING CONCERN

The accompanying financial statements have been prepared assuming that the Company will continue as a going

concern. As of March 31, 2011, the Company had approximately $66 thousand in cash, approximately $6 thousand in

working capital, a stockholders’ equity of approximately $15 thousand and an accumulated deficit of approximately
$13,727 thousand. Management anticipates that their business will require substantial additional investments that have

not yet been secured. The Company anticipates that the existing cash will not be sufficient to continue its operations

through the next 12 months. Management is continuing in the process of fund raising in the private equity markets as

the Company will need to finance future activities and general and administrative expenses. These conditions raise

substantial doubt about the Company's ability to continue as a going concern.

These financial statements do not include any adjustments that may be necessary should the Company be unable to
continue as a going concern. The Company’s continuation as a going concern is dependent on its ability to obtain
additional financing as may be required and ultimately to attain profitability.

NOTE 7 - RECENTLY ADOPTED AND RECENTLY ISSUED ACCOUNTING PRONOUNCEMENTS

In October 2009, the FASB issued Accounting Standards Update (“ASU”) 2009-13 “Revenue Recognition (ASC Topic
605): Multiple-Deliverable Revenue Arrangements” (“ASU 2009-13”). ASU 2009-13 addresses how to determine
whether an arrangement involving multiple deliverables contains more than one unit of accounting and how the
arrangement consideration should be allocated among the separate units of accounting. ASU 2009-13 will be effective
for fiscal years beginning on or after June 15, 2010 with early adoption permitted. The guidance may be applied
retrospectively or prospectively for new or materially modified arrangements. The new standard did not have a
material impact on our consolidated financial position, results of operations and cash flows.

In January 2010, the FASB issued ASU No. 2010-06, “Improving Disclosures About Fair Value Measurements,” which
provides amendments to ASC 820 “Fair Value Measurements and Disclosures,” including requiring reporting entities to
make more robust disclosures about (1) the different classes of assets and liabilities measured at fair value, (2) the
valuation techniques and inputs used, (3) the activity in Level 3 fair value measurements including information on
purchases, sales, issuances, and settlements on a gross basis and (4) the transfers between Levels 1, 2, and 3. The
standard is effective for interim and annual reporting periods beginning after December 15, 2009, except for Level 3
reconciliation disclosures which are effective for annual periods beginning after December 15, 2010. The adoption of
this standard did not have a material impact on our consolidated financial statements.

On February 24, 2010, the FASB issued ASU 2010-09, which amends ASC 855 to address certain implementation
issues related to an entity’s requirement to perform and disclose subsequent-events procedures. The new standard did
not have a material impact on our consolidated financial position, results of operations and cash flows.

NOTE 8 -  RELATED PARTY TRANSACTIONS

11
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On March 3, 2010, the Company entered into employment agreements with Eliezer Weinberg the Company Chairman
of the Board, Shlomo Palas the Company’s CEO and Shmuel Keshet the

Company’s COO for a term of two years. The officers receive monthly remuneration at a gross rate of USD$10,000.
The remuneration will increase to a gross monthly rate of USD$15,000 upon the completion of outsourced technical
project reports (“PDDs”) for two projects. Each officer was granted stock options to acquire 8,321,917 or nine percent
(9%) of common stock in the capital of the Company, exercisable at a par value (see note 9).

F-7

12



Edgar Filing: BLUE SPHERE CORP. - Form 10-Q

NOTE 8 - RELATED PARTY TRANSACTIONS (continued):

The officers and directors of the Company are involved in other business
activities and may, in the future, become involved in other business opportunities that become available.

NOTE9 - STOCK OPTIONS:

The 2010 share option plan was established On March 3, 2010.

Options to Directors and Employees:

On March 3, 2010, the Board of Directors of the Company granted of 24,965,751 options to three officers of the
Company, exercisable for two years at exercise prices of $0.001 per share, to be vested by the end of each three month

from the date of employment agreement.

The fair value of the stock options grants was estimated using the Black-Schooled option valuation model that used
the following assumptions:

%
Risk free interest 3.75%
Dividend yields 0
Volatility 177%
Expected term (in years) 2

The fair value of the options granted above using the Black-Scholes model is $0.75 per option.

F-8
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Forward Looking Statements

This quarterly report contains forward-looking statements. Forward-looking statements are projections in respect of
future events or our future financial performance. In some cases, you can identify forward-looking statements by
terminology such as “may”, “should”, “expects”, “plans”, “anticipates”, “believes”, “estimates”, “predicts”, “potential” or “cc
negative of these terms or other comparable terminology. These statements are only predictions and involve known
and unknown risks, uncertainties and other factors, including the risks set out below, any of which may cause our or
our industry’s actual results, levels of activity, performance or achievements to be materially different from any future

results, levels of activity, performance or achievements expressed or implied by these forward-looking statements.

These risks include, without limitation, (i) uncertainties regarding our ability to obtain adequate financing on a timely
basis including financing for specific projects, (ii) uncertainties regarding the market for and value of carbon credits,
including carbon credits associated with industrial gases, (iii) uncertainties regarding the market for and value of
renewable energy in the countries where we have the opportunity to produce it, (iv) political and governmental risks
associated with the foreign countries in which we operate, (v) unanticipated delays associated with project
implementation including designing, constructing and equipping projects, as well as delays in obtaining required host
country and United Nations approvals, (vi) the development stage of our business and (vii) our lack of operating
history.

This list is not an exhaustive list of the factors that may affect any of our forward-looking statements. These and other
factors should be considered carefully and readers should not place undue reliance on our forward-looking statements.

Forward looking statements are made based on management’s beliefs, estimates and opinions on the date the
statements are made and we undertake no obligation to update forward-looking statements if these beliefs, estimates
and opinions or other circumstances should change. Although we believe that the expectations reflected in the
forward-looking statements are reasonable, we cannot guarantee future results, levels of activity, performance or
achievements. Except as required by applicable law, including the securities laws of the United States, we do not
intend to update any of the forward-looking statements to conform these statements to actual results.

Our financial statements are stated in United States dollars (U.S. $) and are prepared in accordance with United States
Generally Accepted Accounting Principles (“GAAP”). In this quarterly report, unless otherwise specified, all dollar
amounts are expressed in United States dollars.

As used in this quarterly report, the terms “we”, “us”, “our”, “Blue Sphere” or the “Company” mean Blue Sphere Corp. and
wholly-owned subsidiary, Eastern Sphere, Ltd., unless the context clearly requires otherwise.

ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS OVERVIEW

Corporate History

We were incorporated in Nevada in July 2007 under the name Jin Jie Corp. Prior to the second quarter of fiscal 2010
we were engaged in the business of developing and promoting automotive internet websites. That business generated
no revenue and an accumulated deficit of approximately $64,000. During the second quarter of 2010 we changed our
business to our current business. In connection with the change, we took the following actions: (i) effective February
17,2010, we changed our name to our current name by merging into our company a wholly-owned subsidiary formed
for that purpose (ii) effective February 17, 2010, we effected a 35-for-1 forward split of our authorized and issued and
outstanding common stock, as a result of which our authorized common stock increased from 50,000,000 shares to
1,750,000,000 shares and our outstanding common stock increased from 1,900,000 shares to 66,500,000 shares, (iii)
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effective February 26, 2010, certain former shareholders of our company sold an aggregate of 34,800,000 shares of
our common stock held by them, representing approximately 38% of our then outstanding stock, to new investors for
an aggregate purchase price of $34,800 and (iv) effective March 3, 2010, we entered into employment agreements
with Shlomo Palas, our CEO, Eliezer Weinberg, our Chairman and Shmuel Keshet, our COO. Messrs. Palas,
Weinberg and Keshet were each granted two-year time-vested stock options to purchase 8,321,917 shares of common
stock, representing 9% of our then outstanding shares, at an exercise price of $.001 per share.

S
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On April 8, 2010, we appointed Alex Werber as our Chief Financial Officer. Mr. Werber serves on a part-time basis.
On March 3, 2010, Messrs. Palas and Weinberg were elected as members of our board of directors, with Mr.
Weinberg being elected as non-executive Chairman. In April and May 2010, the remaining management and board
members of our company prior to the change of business resigned. On October 25, 2010, we appointed Mark Radom
as our Chief Carbon Officer. Mr. Radom serves in this capacity on a full-time basis.

Summary of Current Operations

Bluesphere has current and potential operations in two areas: (i) carbon credit projects and (ii) renewable energy
generation.

Carbon Credit Projects

We have 10 signed agreements to implement carbon credit projects and are currently evaluating each project to
determine its optimal method of implementation, identifying suitable experts to assist us in project implementation
and arranging necessary financing. We are also continuing to pursue and sign new carbon credit projects with high
volume potential.

Renewable Energy Generation

Eight of our signed carbon credit project agreements have renewable energy potential and we are separately evaluating
non-carbon credit projects or projects with low volumes of carbon credits for renewable energy generation. As with
our carbon credit projects, we are currently evaluating the renewable energy component of each project to determine
its optimal method of implementation, identifying suitable experts to assist us in project implementation and arranging
necessary financing. We are also continuing to pursue and sign new projects with renewable energy potential.

Results of Operations

Revenue

We have recorded no revenue since inception.

General and administrative expenses

General and administrative expenses for the six-month period ended March 31, 2011 were $7,474,000 as compared to
$925,000 for the six-month period ended March 31, 2010. The increase is mainly attributable to an increase in
share-based compensation amounting to $4,676,000 in the six month period ended March 31, 2011 compared to
$780,000 in the six month period ended March 31, 2010 and to expenses related to fund-raising and promotional
services provided by Green Logic Ltd in the amount of $2,342,000 in the six month period ended March 31, 2011.

Net Loss

As a result of the above, we incurred a net loss of $7,475,000 for the six-month period ended March 31, 2011, as
compared to a net loss of $926,000 for the six-month period ended March 31, 2010. We anticipate losses in future

periods.

Inflation

16



Edgar Filing: BLUE SPHERE CORP. - Form 10-Q

Our results of operations have not been affected by inflation and management does not expect that inflation risk would
cause material impact on its operations in the future.

_3-
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Seasonality

Our results of operations are not materially affected by seasonality and we do not expect seasonality to cause any
material impact on our operations in the near future.

Critical Accounting Policies

The preparation of financial statements in conformity with accounting principles generally accepted in the United
States requires our management to make assumptions, estimates and judgments that affect the amounts reported in the
financial statements, including the notes thereto, and related disclosures of commitments and contingencies, if any.
We consider our critical accounting policies to be those that require the more significant judgments and estimates in
the preparation of financial statements.

The significant accounting policies applied in the annual financial statements of the Company as of September 30,
2010, are applied consistently in these financial statements.

In October 2009, the FASB issued Accounting Standards Update (“ASU”’) 2009-13 “Revenue Recognition (ASC Topic
605): Multiple-Deliverable Revenue Arrangements” (“ASU 2009-13”). ASU 2009-13 addresses how to determine
whether an arrangement involving multiple deliverables contains more than one unit of accounting and how the
arrangement consideration should be allocated among the separate units of accounting. ASU 2009-13 will be effective
for fiscal years beginning on or after June 15, 2010 with early adoption permitted. The guidance may be applied
retrospectively or prospectively for new or materially modified arrangements. The new standard did not have a
material impact on our consolidated financial position, results of operations and cash flows.

In January 2010, the FASB issued ASU No. 2010-06, “Improving Disclosures About Fair Value Measurements,” which
provides amendments to ASC 820 “Fair Value Measurements and Disclosures,” including requiring reporting entities to
make more robust disclosures about (1) the different classes of assets and liabilities measured at fair value, (2) the
valuation techniques and inputs used, (3) the activity in Level 3 fair value measurements including information on
purchases, sales, issuances, and settlements on a gross basis and (4) the transfers between Levels 1, 2, and 3. The
standard is effective for interim and annual reporting periods beginning after December 15, 2009, except for Level 3
reconciliation disclosures which are effective for annual periods beginning after December 15, 2010. The adoption of
this standard did have a material impact on our consolidated financial statements.

On February 24, 2010, the FASB issued ASU 2010-09, which amends ASC 855 to address certain implementation
issues related to an entity’s requirement to perform and disclose subsequent-events procedures. The new standard did
not have a material impact on our consolidated financial position, results of operations and cash flows.

Liquidity

As at March 31, 2011, we had cash of $66,000 compared to $438,000 as at March 31, 2010. As at March 31, 2011, we
had working capital of $6,000 compared to $356,000 as at March 31, 2010. We also had as at March 31, 2011
stockholders’ equity of approximately $15,000 and an accumulated deficit of approximately $13,727,000. Management
anticipates that existing cash resources will not be sufficient to fund our planned operations during the next 12
months. In addition to requiring capital to fund our corporate activities, the capital needs of our project development
activities will be significant and will likely require equity investment on our part. As a result, we are seeking to raise
additional funds, any meaningful equity financing will likely result in significant dilution to our existing shareholders.
There can be no assurance that additional funds will be available on terms acceptable to us, or at all. These conditions
raise substantial doubt about our ability to continue to operate as a going concern. The financial statements contained
in this report do not include any adjustments to reflect the possible future effect on the recoverability and
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classification of assets or the amounts and classification of liabilities that may result from the outcome of this
uncertainty.

Capital Resources

As at March 31, 2011, we had no commitments for any capital expenditures. Based on project agreements signed
to-date, we anticipate the incurrence of such commitments during the fiscal year ending September 30, 2011. We
expect to fund such commitments partly with equity to be contributed by us and partly with debt to be raised from
financial institutions. In order to make any equity contribution, we will be forced to raise additional funds in the form
of an equity investment in us of from external investors.

-4 -
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Off-Balance Sheet Arrangements
As at March 31, 2011, we had no off-balance sheet arrangements of any nature.
Market Risk and Contingent Liabilities

The Company is seeking to operate largely in the developing world (such as, e.g., countries in Africa, Central Asia
and Southeast Asia), making it susceptible to changes in the economic, political, and social conditions therein. The
developing world has experienced political, economic and social uncertainty in recent years, including an economic
crisis characterized by increased inflation, high domestic interest rates, in some cases, negative economic growth,
reduced consumer purchasing power and high unemployment. Currently, many of the countries in the developing
world where we have projects have been pursuing economic stabilization policies, including the encouragement of
foreign trade and investment and other reforms. In the last year, there was an overall improvement in the world (and,
consequently, developing world) economic environment. Nevertheless, no assurance can be given that the countries in
which we currently or will operate will continue to pursue these policies, that these policies will be successful if
pursued or that these policies will not be significantly altered. In case of a decline in the world economy, political or
social problems or a reversal of foreign investment policies, it is likely that any such change will have an adverse
effect on the Company's results of operations and financial condition. Additionally, inflation may lead to higher wages
and salaries for local employees and increases in the cost of materials, which would adversely affect the Company's
profitability.

Risks inherent in foreign operations include nationalization, war, terrorism, and other political risks and risks of
increases in foreign taxes or changes in U.S. tax treatment of foreign taxes paid and the imposition of foreign
government royalties and fees.

Subsequent Events

During the three-month period ended March 31, 2011, we signed two non-binding term sheets with respect to the
implementation of renewable energy projects at one site in Canada, two sites in Cyprus and one site in Greece. We
are in the process of performing due diligence on such projects and, if we are satisfied, we will have the option, but
not the obligation, of negotiating and entering into definitive agreements for the implementation of such projects.

On April 27, 2011, we signed a non-binding term sheet to implement renewable energy projects at five diaries in the
United States. We are in the process of performing due diligence on such projects and, if we are satisfied, we will
have the option, but not the obligation, of negotiating and entering into definitive agreements for the implementation
of such projects.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK.

Not Applicable.

ITEM 4T. CONTROLS AND PROCEDURES.

Evaluation of Disclosure Controls and Procedures

Our management, including our chief executive officer and chief financial officer, has evaluated the effectiveness of
our disclosure controls and procedures as at March 31, 2011. Based on such review, our chief executive officer and
chief financial officer have determined that in light of their conclusion with respect to the effectiveness of our internal

control over our financial reporting as of such date, we had in place effective controls and procedures designed to
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ensure that information required to be disclosed by us in the reports that we file or submit under the Securities
Exchange Act of 1934, as amended (the “Exchange Act”), is accumulated and communicated to our management,
including our principal executive and principal financial officers, or persons performing similar functions, as
appropriate to allow timely decisions regarding required disclosure, and is recorded, processed, summarized and
reported, within the time periods specified in the Commission’s rules and forms.

-5
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Our management, under the supervision of our chief executive officer and chief financial officer, is responsible for
establishing and maintaining adequate internal control over our financial reporting, as defined in Rules 13a-15(f) and
15d-15(f) of the Exchange Act of 1934. The Company’s internal control over financial reporting is defined as a process
designed 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. Internal
control over financial reporting includes policies and procedures that:

pertain to the maintenance of records that in reasonable detail accurately and fairly reflect our
transactions and asset dispositions;

provide reasonable assurance that transactions are recorded as necessary to permit the preparation of our
financial statements in accordance with generally accepted accounting principles, and that our receipts and
expenditures are being made only in accordance with authorizations of our management and directors; and

provide reasonable assurance regarding the prevention or timely detection of unauthorized
acquisition, use or disposition of assets that could have a material effect on our financial
statements.

Under the supervision and with the participation of our management, including our principal executive officer and
principal financial officer, we evaluated the effectiveness of our internal control over financial reporting as at
December 31, 2010 based on the framework for Internal Control-Integrated Framework set forth by The Committee of
Sponsoring Organizations of the Treadway Commission (“Treadway Commission Framework™). Management’s
evaluation concluded that there were no material weaknesses with respect to segregation of duties that may not
provide reasonable assurance regarding the reliability of internal control over financial reporting and may not prevent

or detect misstatements.

Based on this evaluation, our management concluded that the Company’s internal controls over financial reporting
were effective as at March 31, 2011.

This management report on internal control over financial reporting shall not be deemed to be filed for purposes of
Section 18 of the Securities Exchange Act of 1934, as amended or otherwise subject to the liabilities of that Section.

It should be noted that any system of controls, however well designed and operated, can provide only reasonable, and
not absolute, assurance that the objectives of the system are met. In addition, the design of any control system is based
in part upon certain assumptions about the likelihood of future events. Because of these and other inherent limitations
of control systems, there can be no assurance that any design will succeed in achieving its stated goals under all
potential future conditions.

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

On March 31, 2011, we appointed Mark Radom our internal control officer and finalized and adopted an internal
control plan and policy for the Company going forward. We are now searching for a candidate with internal control
experience for non-executive director.

-6 -
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PART II - OTHER INFORMATION

ITEM 1. LEGAL PROCEEDINGS
None.
ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS.

On January 10, 2011 the Company issued and delivered 2,300,000 shares of common stock to Green Logic Ltd. (“GL”),
a company organized and existing under the laws of the state of Israel, in exchange for the non-exclusive provision of
fund-raising and promotional services. The Company also issued 1,000,000 additional shares of common stock to be
delivered to GL subject to the satisfaction of certain conditions subsequent. GL failed to fulfill such conditions
subsequent. Consequently the Company never delivered such shares to GL and is currently holding a certificate
representing such 1,000,000 shares in GL’s name. The Company intends to cancel such shares in its third fiscal
quarter of 2011.

In March 2011, the Company received from GL the rights to market and distribute in Europe a water heating
technology based on magnetic induction and NIS 345,000 (out of a total monetary consideration of NIS 690,000) in
checks in exchange for 2,500,000 shares of common stock to be delivered to GL after receipt of the balance of the
amount owing to it —i.e., NIS 345,000. On May 9, 2011, the Company received an additional NIS 345,000 in
post-dated checks from GL, which represented the remaining outstanding monetary balance owing to the
Company. The Company delivered such 2,500,000 shares to GL on May 17, 2011 on the condition that such shares
can be cancelled by the Company if such checks do not clear on the dates they are deposited. The Company has
negotiated, but not signed, an agreement in respect of such transaction with GL. GL has signed such agreement. The
Company intends to sign such agreement after the last check clears, which is expected to be prior to June 30, 2011.

The Company issued 2,500,000 shares in March 2011 and is currently holding a stock certificate in such amount in the
name of GL.

ITEM 6.

No. Description

31.1 Rule 13a—14(a)/15d—-14(a) Certifications (ii) Rule 13a—14/15d—14 Certification Chief
Executive Officer

31.2 Rule 13a-14(a)/15d-14(a) Certifications (ii) Rule 13a—14/15d-14 Certification Chief
Financial Officer

32.1 Section 1350 Certification Chief Executive Officer

32.2 Section 1350 Certification Chief Financial Officer

SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this quarterly
report to be signed on its behalf by the undersigned, thereunto duly authorized.

BLUE SPHERE CORP.

24



Edgar Filing: BLUE SPHERE CORP. - Form 10-Q

By: /s/ Shlomi Palas

President, Chief Executive Officer, Secretary and Director
(Principal Executive Officer)
Date: May 19, 2011

By: /s/ Alex Werber
Chief Financial Officer and Treasurer

(Principal Accounting Officer and Principal Financial Officer)
Date: May 19, 2011
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