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NOTES/COMMENTS:

CONFDE~
John,

Please fid attached HeallhSpo.t, rn.c's response to your comments dated all December 13, 2010 in
regards to our Fomi 10-K fi 011 Mach 31,2010 (File No. 000-23100).

rEyon ha.ve rny questions, pk-ase feel free to cal me at (818) 593-4880.

Regds,

Miuk Udell
Chief Accountig Offcer
HcallhSport, Inc,

"1620 Beco Plac I OxoaJd. CA 9303 I PHONE 818-59:3880 I FAX 80lH7 -7163

:.



ant By: HEAL THSPORT / INNOZEN; 81 85934808; Jan-5-11 11 : 34AM; Page 2/6

I;~E'AL TI-lS p. O'R T

January 5, 20 II

Via Fax

U.S. Securities and Exchange Commission
Division of Corporation linance
I 00 F. Street. N .E.
Mail Stop -1720

Washington, D.C. 20549
AUn: Mr. Jeffrey Riedler

Re~ HealthSport, tnc.
Form 10-K Filed On March 31, 20 i 0
File Number 000-23100

Mr. RiedJer:

On behalf of HealthSport, liic. (the "Company"), 1 am providing the foIJowilig responses to the
comments set forth in the comment letter of 

the staff 
(the "Staff') of the Division ofCorpomtion Financeof the Securities and Exchange Commission (the "Commission") dated December 13, 2010 (the

"Comment Letter") relating to the above-referenced Fomi IO-K fied on March 31,2010 (the "Form io~
K").

For your convenience, ihe numbered paragraphs of thi: Jetter COlïcspond to the numbered

paragraphs of tlie Comment Letter.

i. We note you initia1ly stated YOUr intention to iiicorporate the information requested by Pari

ill from your definitive proxy statement nnd that you subsequently amended the F\irm 10-
K to include the Part III information. However, We alst) note you appar~ntly have not fied

a proxy statement ~ince at least 2006. Since you are registered with the Commission

purSuant to Section 12 of the Exchange Act, please provide an explanation why you have
not filed required proxy statements and your intention with respect to the future fiing of
proxy statements. In this regard, we also note the proposed merger with SMI. Please 

tell uswii~ther you intend to fie a Schedule 14A or 14C. Tryou do not, 

pleae provide tbe basis foryour beJicfthat you are not required to file a Schedule i4A Or 14C.

Response:

We note the Staff's comment anù make the tàllowing response: Since 2006 We have undergone
significant transitions rt:sulting hi multiple changes to its board of directors and management. Currenl
management has only been in position since December 2009 and later. Such transitions have resulted in
directors and Ilanagement being in their positÎon for short intervals. In addition. thç, exigencies of OUr
businr.ss have required signit1cant resources devoted to financing activities of the Company.

Consequently, we have not held a shareholöel"S meeting since 2006 and therefore it has not been
necessary to file a related proxy St.temenL We intend to hold a shareholder's meeting wlien our tinancial
position hiu improved and business circumstances require a shareholder meeting. Tn regards to the
proposed merger with SMT, such merger transaction does not require a vote of our shareholders under
Delaware State law. Therefore, We are not required to fie a Schedule i 4A 01' 14C.

I.
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2. To the extent the sole pateiit and pateQt applications referre to in tbe discussion are
material, IJle~e pr?vidc I!rop~sed revised discloslIre for inchiidon in future fiings tbat

expands the discussion to Identify the products and/or technology to which the patent and
patent applications pertain, disclose when the sole granted patent is scheduled to expire
and disclose the jurisdictions in wJiich tIie patent application are pending. ~

Response:

We note: the Staff's comment and propose the following disclosure for inclusion in futuro filings:

Our thin film technology utilizes patent, pending and proprietary processes thx'lt We believe

differentiates us trom our competitors, Th~ foundation of this distinction is Our proprIetary, bi-layer
system. This system includes a liquid-based film layer that contains and stabilizes the active ingredients
along with a powder matrix layer (hat can deliver Supplemental active ingredìønts and provide additional
turii.ional components, including flavoring agents, stabilizers.. 

pliability enhancers, and mucosalpenneation enhancers. These two layers arc specifically designed to Work together to control various
aspects of the product composition, slich as dissolution rate, active absorption rate and product adhesion:
The completed bi-Iayer system alfow~ for a product with increased stability, higher loading of activo
ingredients and increased palatability.

We have fied several U.S. and tòrdgn patent applications relating to our thin film technology. Tn
January 2010 we were issued a Mexican patent relating to our hi-layer technology in paiticuJar to edible
fim for transmucosal delivery of nutrii.ional supplements, This patent is scheduled to expire in May
2026. We currntly have six patent applicatioTls pending in the V,S. and abroatl. TIie six patent
applications pending arc: (1) method and apparatus tor minimizing heat, moisture and shear damage to
Iledicants and other compositions of same with edible films, (2) method and apparatus for minimizing
heat, moisture and shear damage to rncdicants and other compositions of same with edible tìlms
(continuatioii-in-part application) (3) method and apparatus f'Or minimizing heat, moisture and shear
damage to medicants and other compositions of same with edible films (divisional application), (4)
administration of medicaments to animals, mctliods tor their manufactun,: and methods for their iise tor
the treatment of pets, (5) methods foi' mudulating, dissolution, bioavailability, bioequivalcnce and drug
delivery pl'fie of thin fim drug delivery systems, controlled-release thiri fim dosage formats and

methods tor their manufacture use and (6) composition for administering and active ingredient and
melllOd for making and using the same. As we continue to develop OUr technology aiid 'products, we
expect to have additional potential patent filings in t.he niture. We also maintain a signifìcaiit poitf~)IÌt1 of
intellectual prope.rt as trade secrets, technical know-how, and proprietary processes and information. All
siicliintellectual property is pròtccted by. a combination of contractual provisions, Company policies,
intellectual propert laws and other meaSUres.

J. We note construction at the Oxnard facilty was originally anticipated to be completed by
September 15, 2010. however you arc currently unable to complete construction unti you
receive additional funding. Please confirm that your future fiings wil -contain exiuinded

disclosure concerning the completion of construction of your Oxnard facilty to' indicate the
amount or udditional funding necessary to coinplete constructiOn and the amount of time
required to complete construction if and when additional funding i~ ohtlliDCd.

Response:
"

We note Lhe Staff's comment and confirm that Our futuæ fiings wil contain expanded disclosure

concerning the completion of construction of your Oxnard facility to indicate . 

the ainount of additionalfunding necessary to complete construction and t.he amount of time required to complete construction if
and when additional funding is obtained.

1620 Beacon Place I Oxnard, CA 930331 PHONE 818.593.4880 I/'N( 805.467,7163
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4. Please provide a proposed rev¡~ed disclosure for inclusion in future fiings that expands the

discussion cOJlcerning yoiir material distribution agreements to describe the material terms
of the agreeineDts including territory, exdusiv'ity provisions, tcnn and termination
provisions, compensation provisions, production Ilnd performance obllgatiClns, including
which products arc subject to the agreement. (n tbis regard, your discllssion should
quantitY aiid discuss the Pei-rigo minimum purchase requirements, the actual pUrcha.~es

and the reasons for the shortfall. Additionally, you should disclose when the agreement

expires, tbe l1WDthly sales requirements and whethertli~e requirements are being 

met.
Response:

We note the Staffs comment and pl'po:)c the foHowing disclosure for inclusion in future filings:

As a fully integrated devclopi.r, producer and slJpplier of oral thin tìJin products, we are
aggressively pursuing additional opportunities for expanding OUr sales and distribution channels. We
plan to partner with large pharmaceutical and retail products companies to leverage: our core

competencies with proven branding and marketirig Success.

On March 11,2008, we enter~d into it fìve-year distribution agreement with Perrigo Florida, Inc_
("Perrgo"), formerly kiiown as Uii¡CO Holdings, Inc., which expires on March 1 J. 2013 Perrigo's
customers include most of the largest retailers and distributors in the U.S. in each oftliese sales channels.
The; agreement cal1s tor a minimum of $22 million of product piircha.~es over a five-year term in order for
Perrigo to maintain its exclusive distribution right. The distribution agreement allows Perrigo to
distribute, market, offer to sell and sell Enlyten Braiided Strps, Controlled Product Labeled PediaStrips
and I.Jrivate Label PediaStrips or any other products developed by us (hat are competitive or
interchangeable with any product ("Produci~") in the United States of America, territory of Puert() Rico
and Canada ("Territoiy") solely tor the sale of Products to food.. drug. mass markets, dollar store and drug
wholesaler customers ('Field'l Perri,go shall be responsible for, and shall iise reasonable conimercial
efforts to market and sell the Products in the Territory. . Perrigo shaH be obligated to meet the volume
commitments in the Terf'Ì/ory as defined in the table below:

Year i

. .

Tol.il Aggregate Cassettes of Private Label, Control
2008) Or Branded PediaStrips (Per Cassette)

2,000,000
"

3,000,000'-. '--
5,00(1,000.---...-, '-"
7,000,000

-'-"'-."
.

9,000,000--ON
..

."

12-Month Period
(Commencing June i,

Year 2

Y car 3

Y car 4

y car 5--,
hi the event that Perrigo does not achieve the volume commitments for any paric\tlar year, 

and suchshortfåll is not attributable to OUr failure to supply the Products or to a Force Majeure, then within 30 days
after the end of the year in question, we shall provide Perrigo with written notice of the shorttiil i. Perrigo
shall then have 30 days to meet its volume c(,immitntcnts for the prevÎous year cont.aining the shortfalL. rf
Perrigo fails to meet it:) applicable volume commitment tor any year, we may thcn~ in its sole discretion;
(i) tenniriate Perrigo's exclusivity but l'rant to it a nonexclusive distribution right in the Territory subject
to Perrigo agreeing theret.o; or (Ii) terminate the distribution agreement in its entirety. Du!'ing year 1,

1620 Beacon Place I OxnaiiJ, CA 930331 PHONE 818.593.4880 I FAX 805.487.7163
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Perrigo purchased 1,076,064 cassettes from us, which resulted in a shortall of 923.936 Cassettes. The

r~a~)n for the shortall was due to lack of retail sales generated by Perrigo. As a result, PClTÎgo

Sf~rIlficantly ,reduced their orders from u~ throughout 2009. Pricing negotiated with Perrigo caii be
adjusted anylime after June l, 2009 and upon 90 days prior written notice of our init:nt to increase the
price per unit up to a maximum of five percent onCe during each 12 monLhperiod to offset increased
ingredients, labor and inanutà.turirig costs.

On July 14,2009, we entered inlo a strategic allance with Destiny Productions, LLC and Content
Marketing Solutions, rnc. ("Destiny") for ihe strategic marketing. content development, distribution and
sale of Our oral thin fim producl~. Under the terms of the agreement we agree to pay Destiny a
commission for sales delivered by Destiny. In addition, We have agreed to advance to Destiny
commissions in the amount or $20,000 per month, subject to Destíny meeting celÙin minimum sales
requirements. The advances are offset against. comrri~sions eanled by Destiny under the agreement. This
agreement entored imowith Destiny cxpìrcs on December 1,2012.

5. We note the risk factor concerning your dependence on third 

part distributors. Thesearrangements appear to be niatedal. Please fie copies of the Perrigo, De.tiny Productions,
and Content Marketing agreements IlS exhibits. Alternatively, please provide us with an
anulysis supporting your determination that you llrc not substantially dependent On these

agreements pllnluani to Item 601(b)(lO)(ii)(ß) of 
Regulation S-K.

Response;

We note the Staft~s comment and, in response, slate that we have detcmlÎned that we are not.
substantially dependent on ihese agreements pursuant to Item 601 (b)( I O)(ii)(B). These agreements were
entered in the ordinary COurse of business aiid are deemed to be iinmaterial in amoiint and. significance.
Both Perrigo and Destiny Productions and Content Marketing agreements are not currently generating
revenue:;, have not done so since May 2009 and are immaterial t.o our current business modcl Since
entering both agreements, We have only generated $903,894 of product revenues Qut of total product
revenues of $3,634,391 from 1/ 1/08 to 12/31/09. This represents only approximately 25% of Our total
product revenues during this period. In addition, fr(im ILL /09 to 12/31/09, we haw only 

generated$244,178 (if product reVénues from these agreements out of total product revenues of $2,2 i 5.18 i, whichrepresents ~llly 11 % of OUr product revenues during this period.

6. Please ~onfirm that your future Form lO,:K filings wil provide all the disclosure required

pursuant to ltem 103 with respect to pending litigation. Please note, the reference to
disclosure in other fiings is not suffcient.

Response;

We note the Staffs comment and confirm to provide all disclosures required pursiiant to Item 103
with respect to pending liigation in future IO-K fiings.

7. In future fiings, plcase CXI)and your disclosure to dhlCUSS the impact the termination of

your agreement with T Lynn bas had On your results of operations and liquidity and cRllitidresources.

"

J

1620 Beacon Place! Oxnard. CA 9:;0331 PHONE 818.593.4680 I FAX 805.487.7163
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Response:

We note the.. Siaffs t:oinment and pbm to expand our disclosure to discuss the impa.ct the:
tennination of Our agreement with T Lynn has Jiad on our results of op~ratiotls wid liquidity and capital
resources.

,. '" ,.

Please do not hesitate to call me at (Z 13) 593-4880 with any questions 01' further comments you
may have regarding this tiling or if you wish to discLlss the above response.

Sincerely,

HealthSpùrt,lnc. L'-"r '
k ~ 1 'CI Co . '''_'.By: evìn 'iti ~

Title; ChícfExeclltive Officer

"
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