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PART 1. FINANCIAL INFORMATION
Item 1. Financial Statements

AXCESS INTERNATIONAL INC.
CONSOLIDATED BALANCE SHEETS

(Unaudited)
June 30, December 31,
2008 2007
ASSETS
Current assets:
Cash and cash equivalents $ 224008 $ 59,089
Accounts receivable - trade, net of allowance foulutful accounts of
$17,285 and $32,363 for 2008 and 2007, respectively 132,995 257,957
Inventory, net 165,124 193,405
Prepaid expenses and other 71,829 77,506
Total current assets 593,956 587,957
Property, plant and equipment, net 11,382 12,003
Deferred debt issuance costs 21,875 30,421
Other assets 66,009 56,438
Total assets $ 693,222 $ 686,819
LIABILITIES AND STOCKHOLDERS’ DEFICIT
Current liabilities:
Accounts payable $ 702,084 $ 172,278
Accrued liabilities 1,410,990 1,309,979
Deferred revenue 23,712 42,060
Notes payable (includes $745,273 and $150,000avitated party ir
2008 and 2007, respectively) 847,273 150,000
Dividends payable 183,634 125,991
Total current liabilities 3,167,693 1,800,308
Notes payable (includes $393,787 with a relatetypar2008 and
2007) 2,756,346 2,858,346
Debt discount (16,429 ) —
Total liabilities 5,907,610 4,658,654

Commitments and contingencies (Notes 1 and 2)
Stockholders’ deficit:
Convertible preferred stock, 10,000,000 sharesoaizid in 2008 and
2007. Without liquidation preferences; $0.01 yeue, 6,125,231
and 6,860,116 shares issued and outstanding in2@d2007,
respectively 61,252 68,601
Common stock, $.01 par value, 70,000,000 sharémaned in 2008
and 2007; 30,204,931 shares issued and outstaimd#@ip8 and

29,304,927 shares issued and outstanding in 2007. 302,050 293,050
Shares of common stock to be issued 25,000 shamszecember 3:

2007 — 250
Additional paid-in capital 164,649,065 162,947,266
Accumulated deficit (170,226,755) (167,281,002)

Total stockholders’ deficit (5,214,388) (3,971,835)
Total liabilities and stockholders’ deficit $ 693,222 $ 686,819

See accompanying notes to unaudited consolidataddial statements.
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AXCESS INTERNATIONAL INC.
CONSOLIDATED STATEMENTS OF OPERATION

(Unaudited)
Three Months Ended Six Months Ended
June 30, June 30,
2008 2007 2008 2007

Sales
Cost of sales

487,345 $ 1,658,758 $ 663,831 $ 2,681,781

Gross profit

Expenses:
Research and development
General and administrative
Selling and marketing
Depreciation and amortization

258,868 482,621 364,595 1,144,107
228,477 1,176,137 299,236 1,537,674
536,098 1,169,091 07,587 2,294,425
358,372 449,022 745,808 858,184
317,693 339,180 643,743 911,777
2,670 4,020 6,962 8,528

Operating expenses

1,214,833 1,961,313 2,804,200 4,072,914

Loss from operations

Other income (expense):
Interest expense
Gain on vendor settlements

(986,356)  (785,176) (2,504,964) (2,535,240)

Other income (expense), net

(178,066) (81,118)  (294,560)  (164,444)
2,247 2,659 2,318 25,799
(175,819 ) (78,459 )292,042)  (138,645)

Net loss

(1,162,175 ) (863,635 ) (2,797,206 (2,673,885)

Preferred stock dividend requirements:
Recurring
2006C Preferred equity offering
2008 Preferred equity offering

(71,592) (78,861)  (148,547)  (159,435)
— — —  (2,000,000)
(558,686) — (558,686) —

Preferred stock dividend requirements

(630,278 ) (78,861 ) (707,233) (2,159,435)

Net loss applicable to common stock

(3,792,453 ) $ (942,496 ) $3,504,439) $ (4,833,320)

Basic and diluted net loss per share

$ (006)$ (003)$ (0.12) $ (0.17)

Weighted average shares of common stock
outstanding

29,574,213 28,737,469 29,486,548 28,702,852

See accompanying notes to unaudited consolidataddial statements.




AXCESS INTERNATIONAL INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited)

Six Months Ended
June 30,
2008 2007

Cash flows from operating activities:
Net loss $ (2,797,206) $ (2,673,885)
Adjustments to reconcile net loss to net cash used
by operating activities:

Depreciation and amortization 6,962 8,528
Amortization of financing discount and issuancetgoset (7,883) 84,481
Gain on vendor settlements and statutory writesbffayables 71 (2,857)
Warrants issued for services (10,604) —
Stock based compensation expense 386,159 324,512
Changes in operating assets and liabilities:
Accounts receivable 124,962 63,500
Inventory 28,281 143,867
Prepaid expenses and other 5,677 (34,868)
Other assets (9,571) —
Accounts payable and accrued expenses 829,140 756,301
Net cash used by operating activities (1,444,012) (1,330,421)
Cash flow from investing activities:
Capital expenditures (6,341) (6,405)
Net cash used by investing activities (6,341) (6,405)
Cash flow from financing activities:
Net proceeds from issuance of common and prefestaak 1,019,999 1,700,000
Net proceeds from exercise of employee options — 8,840
Principal payments on financing agreements (1@)00  (246,784)
Borrowings on financing agreements 695,273 —
Net cash provided by financing activities 1,615,272 1,462,05€
Net change in cash and cash equivalents 164,919 125,230
Cash and cash equivalents, beginning of period 0889, 347,361
Cash and cash equivalents, end of period $ 224,008 $ 472,591
Supplemental Disclosure of Non-Cash Investing andri€ing Activities:
Warrants issued as a debt discount $ 91,892 % —
Accrued preferred stock dividends 76,955 159,435
Conversion of preferred shares into common stock ,10a 650

See accompanying notes to unaudited consolidataddial statements.




AXCESS INTERNATIONAL INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

(1) Summary of Significant Accounting Policies

(a) Description of Business and Going Concern

The Company is a provider of patented Radio Freguédentification (“RFID”) and Real Time Location
Systems (“RTLS”) solutions that locate, track, ntoni count and protect people, assets, and vehitheseby
improving productivity, security and access to 1@k intelligence. The Company’s multiuse, singystem
solutions include active, dual and semi-active REaDs, activators and readers that support automathitoring
and tracking applications, such as electronic gsmEection and asset management, and automasonpezl and
vehicle access control. Axcess’ web-based softwaogides a suite of management tools that inchegperting,
display, decision and control functions that engdoteductivity, security and local positioning.

The Company's business plan for 2008 is predigatedipally upon the successful marketing of itd RF
During the first six months of 2008, operating wititts utilized approximately $1.4 million of casfhe Company
anticipates that its existing working capital res®s and revenues from operations will not be aaleqo satisfy its
funding requirements in 2008. We are currently eigmeing declining liquidity, losses from operatioand negative
cash flows, which make it difficult for us to memtr current cash requirements, including paymentehdors, and
may jeopardize our ability to continue as a goiagoeern. Management is attempting to obtain eqiritgnicing for
use in the Company’s operations. In addition, manant is trying to expand the Company’s sales éalo
profitable operations.

The future results of operations and financial ¢tiowl of the Company will be impacted by the folliogy
factors, among others: changes from anticipateeldenf sales, access to capital, future nationatgional
economic and competitive conditions, changes atiaiships with customers, difficulties in develogiand
marketing new products, marketing existing produmistomer acceptance of existing and new produvatlility of
patents, technological change, dependence on kegipeel, availability of key component parts, dejmice on
third party manufacturers, vendors, contractorsdpct liability, casualty to or other disruptiontbe production
facilities, delays and disruptions in the shipmefrthe Company's products, and the ability of tlenpany to meet
its stated business goals.

If the Company's losses or lack of operating chpitatinue, the Company will have to obtain funadls t
meet its cash requirements through business adiarstich as strategic or financial transactionis thitd parties,
the sale of securities or other financing arrangemer the Company may be required to curtaibjiisrations, seek
a merger partner, or seek protection under fedenakruptcy laws. Any of the foregoing may be omtethat are
unfavorable to the Company or disadvantageousisieg stockholders. In addition, no assurance bwgiven that
the Company will be successful in raising additidnads or entering into business alliances.

(b) Company Organization

The accompanying consolidated financial statemientade the accounts of the Company and its mgjorit
owned subsidiaries. All significant intercompang@ents and transactions have been eliminated isatiolation.

The Company has received working capital in varioums from Amphion Ventures, L. P. and affiliatefs
Amphion Ventures, L. P. including Amphion Partn&mphion Investments LLC, Antiope Partners LLC,
VennWorks LLC (formerly incuVest LLC), Amphion Capi Management LLC, Amphion Innovations pilc,
Amphion Innovations US Inc. and NVW, LLC (colleatly, the "Amphion Group"). The Amphion Group owns
approximately 60% of the outstanding voting comratmtk of the Company.

(c) Basis of presentation

The preparation of financial statements in conftymiith accounting principles generally acceptethia
United States requires management to make estimateassumptions that effect the amounts repontétei
financial statements and accompanying notes. Audsed below, the Company makes significant assongpin
recording its allowance for doubtful accounts, imegy valuation, impairment of long-lived assetsyrianty costs,
the valuation allowance for deferred tax assetsyttiue of components of equity and debt instrusantl stock
based compensation expense. Actual results cofiéd &iom those estimates, and the differences beay
significant.



The accompanying unaudited financial statementd dane 30, 2008 and for the three months and six
months ended June 30, 2008 and 2007, respecthaalg, been prepared in accordance with generalpaed
accounting principles for interim financial inforti@n. Accordingly, they do not include all of th&@rmation and
footnotes required by generally accepted accoumtimgiples for audited financial statements. la tpinion of
management, the interim information includes ajustnents, consisting only of normal recurring atijoents,
necessary for a fair presentation of the resuttshie interim periods. The footnote disclosureates to the interim
financial information included herein are also wihitad. Such financial information should be readanjunction
with the consolidated financial statements andedlaotes thereto as of December 31, 2007 andhéoydar then
ended included in our annual report on Form 10-K&Bhe fiscal year ended December 31, 2007.

(d) Critical Accounting Policies and Estimates

Our most critical accounting policies, which anege that require significant judgment, includéovahnce
for doubtful accounts, inventory valuation, wargaoosts, the valuation allowance for deferred tssets, the value
of components of equity and debt instruments aockdbased compensation expense. In-depth desaspitthese
can be found in our Annual Report on Form 10-KSBtlfe fiscal year ended December 31, 2007 (the 7288m
10-KSB”). There have been no material changes iremisting accounting policies from the disclosureduded in
our 2007 Form 10-KSB.

(e) Accounting for Uncertainty in Income Taxes

On January 1, 2007, we adopted FASB Interpretdlion48, "Accounting for Uncertainty in Income
Taxes, an interpretation of FASB Statements No' {09N 48"). FIN 48 clarifies the accounting foncertainty in
income taxes by prescribing a two-step methodrsf &valuating whether a tax position has met gerfikely than
not recognition threshold and second, measuringtéxgposition to determine the amount of benefibé
recognized in the financial statements. FIN 48 jates guidance on the presentation of such positigtien a
classified statement of financial position as vesllon derecognition, interest and penalties, a¢taum interim
periods, disclosure, and transition.

As a result of the implementation of FIN 48, weagaized no change in our recorded assets or lighsili
for unrecognized income tax benefits. Based oraoatysis of all material tax positions taken, mamagnt believes
the technical merits of these positions are justitind expects that the full amount of the dednsttaken and
associated tax benefits will be allowed.

FIN 48 requires the evaluation of a tax positiomawo-step process. We must determine whethsr it i
more likely than not that a tax position will besgined upon examination, including the resolutbany related
appeals or litigation processes, based on the ieahmerits of the position. If the tax position e the "more
likely than not" recognition threshold, then thg keenefit is measured and recorded at the largastuat that is
greater than 50 percent likely of being realizedrupltimate settlement. The re-assessment of ayvdaitions in
accordance with FIN 48 did not result in any materhange to our financial condition, results oé@gtions or cash
flows.

We have also assessed the classification of sttaral penalties, if any, related to income taxtenst
Pursuant to the application of FIN 48, we have natlaccounting election to treat interest and piesalelated to
income tax matters, if any, as a component of ireta® expense rather than other operating expenses.

(f) Inventory

Inventory is valued at the lower of cost or mankging the first-in, first-out method. Inventory was
comprised of the following:

June 30, December 31,

2008 2007
Raw materials $ 27,164 $ 13,853
Work-in-process 89 104
Finished goods 137,871 179,448

$ 165124 $ 193,405

The Company recorded a charge of $8,419 for invgniopairment during the year ended December 31,
2007. The amounts reflect items that have not bbénto be used by the Company’s contract manufct in the
building of additional products. The impairment igfes were as a result of the change in strateggntract
manufacturing and the reduction of sales of videmipcts.



The components of cost of sales are summarizeollasvé:

Three Months Ended

Six Months Ended

June 30, June 30,
2008 2007 2008 2007
Product cost $ 228,978 $ 482,621 ¢ 334,59¢ $ 1,144,10
Warranty expense 29,890 — 29,999 —
Inventory impairment — — — —
Total $ 258,868 $ 482,621 $ 364,595 $ 1,144,107

(g) Stock-Based Compensation

Beginning January 1, 2006, the Company adopteéhathgalue recognition provisions of Statement of
Financial Accounting Standards No. 123Bhare-Based Paymen{("SFAS 123R"), using the modified prospective
transition method. In addition, the Securities &xdhange Commission issued Staff Accounting Builéto. 107
“Share-Based Payment” (SAB 107") in March 2005, ckhprovides supplemental SFAS 123R applicationanaé
based in the views of the SEC. Under the modifiepective transition method, compensation casigeized in
the twelve months ended December 31, 2006 inclydgsompensation cost for all share-based paynggatged
prior to, but not yet vested as of January 1, 20@6ed on the grant date fair value estimateddardance with the
original provisions of SFAS No. 123, and (b) comgetion cost for all share-based payments grantgihhiag
January 1, 2006, based on the grant date fair \etimated in accordance with the provisions of SAR3R. In
accordance with the modified prospective transitiethod, results for prior periods have not bestated.

Stock based compensation expense under SFAS 123Refsix months ended June 30, 2008 and 2007 was
$386,159 and $324,512, respectively which was dEmbm operating expenses. This expense increetddss per
share by $0.013 and $0.011 for 2008 and 2007, césply. The Company did not recognize a tax bigrfiefm the
stock compensation expense because the Compangeanis is more likely than not the related dedertax assets,
which have been reduced by a full valuation alloeeamwill not be realized.

The Black-Scholes option-pricing model was usedstimate the option fair value. The option pricing
model requires a number of assumptions, of whiemtbst significant are, expected stock price Mithgtrisk-free
interest rate and the expected option term (theuataf time from the grant date until the options exercised or
expire). Expected volatility was calculated baspdn actual historical stock price movements okierrhost recent
periods at the time of the grants equal to the ebgukoption term. The expected option term wasutaled using
the “simplified” method permitted by SAB 107. Thewere no options granted during the six montheeérdine
30, 2008 and 2007.

The following table illustrates the effect on ogerg expenses:

Three Months Ended Six Months Ended

June 30, June 30,
2008 2007 2008 2007
Research and development expense $ 63,698 $ 39,774 ¢ 139,02: $ 79,54¢
General and administrative expense 70,712 93,385 181,440 186,770
Selling and marketing expense 28,132 26,035 65,697 58,19/
Total $ 162542 $ 159,194 $ 386,159 $ 324,512

(h) Stock Options and Warrants

Under the Company's 2005 Equity Incentive PlanQbmpany may grant up to 5,000,000 shares of
common stock to its employees. The exercise pii@ach option is not less than the market pricenefCompany's
stock on the date of grant and an option's maxirtarm is ten years. Options are generally grandeth gear and
have various vesting requirements. Options gratyigidally vest over a four-year period. During gig months
ended June 30, 2008 the Company made no grants tledstock option plan.

With the shareholders approval of the 2005 Equitehtive Plan, the Company will not issue anymore
options under the Company's 2001 Equity Incentiam Br the Directors Compensation Plan. As of 302008
the Company had 375,715 options outstanding frarl @91 Equity Plan, 151,000 from the Directors plan
1,731,258 from the 2001 Equity plan and 1,005,880&d as inducements to hire. In total the Compady
3,262,973 employee options outstanding from plahsrahan the 2005 Equity Incentive Plan.



The following table summarizes employee stock aptioutstanding and changes during the six months
ended June 30, 2008:

Outstanding Options
Weighted Weighted Average

Average Remaining Aggregate
Number of Exercise Contractual Term Intrinsic
Shares Price (in years) Value
Options outstanding at January 1, 2008 5,550,973 $1.87
Options granted — —
Options exercised — —
Options forfeited (130,000) 1.46
Options outstanding at June 30, 2008 5,420,973 1.88 5.85 $ 457,705
Options exercisable at June 30, 2008 3,902,098 1.90 5.66 $ 562,125

Options available for grants as of June 30, 2008 2,802,000

The options outstanding at June 30, 2008 have isegpcices as indicated in the table below:

Intrinsic Value of

Number of Weighted Average  Vested Unexercised
Option Price Options Remaining Life Options
$0.00 - $1.00 808,500 5.24 $ 556,175
$1.01 - $2.00 3,436,258 7.34 5,950
$2.01 — $3.00 714,375 1.81
$3.01 - $4.00 193,840 2.34
$4.01 - $5.00 20,000 2.92
$5.01 - $6.25 248,000 1.73
Total 5,420,973 5.85 $ 562,125

The Company has issued warrants to purchase corstook in connection with issuance of notes payable
to stockholders, convertible debentures, and medestock. The following table summarizes warrantstanding at
June 30, 2008:

WEIGHTED

AVERAGE

EXERCISE

WARRANTS PRICE

Warrants outstanding at beginning of year 8,307,213 $1.73
Warrants issued 1,512,218 1.42
Warrants exercised — —
Warrants expired unexercised _500,000) 2.00
Warrants outstanding at end of year 9,319,431 1.67

The warrants outstanding at June 30, 2008 haveiergurices as indicated in the table below.

Number of Weighted Average

Strike Price Warrants Remaining Life
$0.00 - $1.00 32,300 4.96
$1.01 - $2.00 9,287,131 3.69
Total 9,319,431 3.69

During the six months ended June 30, 2008 the Coynizaued an additional 1,512,218 warrants in
conjunction with various debt and preferred eqaffgrings. The warrant price ranged from $1.08160 and they
expire between January 15, 2013 and June 30, 2DLBng that same period the Company had 500,00¢awts
expire without being exercised.



@ Revenue Recognition

The Company’s revenue transactions consist pretaialy of sales of products to customers. The
Company follows the Securities and Exchange ComangSEC) Staff Accounting Bulletin (SAB) No. 104
Revenue Recognitiaand Emerging Issues Task Force (“EITF”) Issue OR2venue Arrangements with Multiple
Deliverables Specifically, the Company recognizes revenue wiesuasive evidence of an arrangement exists, titl
and risk of loss have passed to the customer, giyepon shipment, the price is fixed or deterrbieaand collect
ability is reasonably assured. For those arrangesveith multiple elements, or in related arrangetsavith the
same customer, the arrangement is divided intoragpanits of accounting if certain criteria arethigcluding
whether the delivered item has stand-alone valuka@ustomer and whether there is objective almbie evidence
of the fair value of the undelivered items. Thesidaration received is allocated among the separits of
accounting based on their respective fair valued,the applicable revenue recognition criteriaaoplied to each of
the separate units. In cases where there is olgeatid reliable evidence of the fair value of thdelivered item in
an arrangement but no such evidence for the delivitem, the residual method is used to allocaethangement
consideration. For units of accounting which ineudore than one deliverable, the Company geneetiygnizes
all revenue and cost of revenue for the unit obaoting over the period in which the last undeladeitem is
delivered.

At the time revenue is recognized, the Compamgbdéishes an accrual for estimated warranty expenses
associated with sales, recorded as a componensbbtrevenues. The Company’s customers and lalistris
generally do not have return rights.

We defer revenue for sales where we have not cetegpthe earnings process in accordance with the
applicable revenue recognition guidance. Theserdef amounts are reflected as liabilities in cansplidated
financial statements as deferred revenue. Defeeeehue was $23,712 as of June 30, 2008 and $4aD6f
December 31, 2007.

(2 Contingencies

Axcess is engaged in a number of lawsuits with agprately five vendors who claim they are owed
amounts from $500 to $45,000, which aggregatestal $76,326. We are currently defending or seelonggttle
each of the vendor’s claims. At June 30, 2008hae accrued the delinquent amounts we expect lialide for,
based on the claims described in this paragraph.

3) Preferred Stock

The Company has authorized 10,000,000 shares gtdile preferred stock, of which shares desighate
three series are currently outstanding. Informatiith respect to the series of preferred stocktantling at each
balance sheet date is summarized below.

Series Series Series Series Series Series Series  Series
2003B 2004 2005 2006 2006B 2006C 2007 2008
Number of shares 2,750,000 625,000 2,750,000 1,200,000 750,000 200 205 120
authorized
Stated value $ 0.01 $ 0.01 $ 0.01 $001 $001 $001 $001 $o0.01
Number of shares issued and outstanding
December 31, 2007 1,685,000 625,000 2,649,726 /1Q0O0 700,000 200 190 —
June 30, 2008 1,575,000 — 2,649,726 1,200,000 700,000 200 185 120
Conversion ratio (or ltolinto 1to1linto ltol ltol ltol 1lto 1lto 1lto
conversion price) of voting voting into into into 10,000 10,000 10,000
preferred shares into common  common voting voting voting into into into
common stock stock common common common  voting voting voting
stock stock stock common common common
stock stock stock
Liquidation preference None None None None None None None None
Dividend rights 7% per 7% per None None None None None None
annum, annum,

cumulative cumulative



(@) Series 2003B Preferred Stock

The Company completed a $3,132,500 exempt Pref&tak offering under the Securities Act of 1933
Section 4(6) private offering of preferred stoclat@redited and institutional investors offeringidg the fourth
quarter of 2003. The Preferred Stock is designase2003B Preferred and each $70,000 unit consi$téd,000
shares of Preferred Stock bearing a 7% dividenplaagmately 2,000 shares of common stock and 40v@fi®@ants
to purchase the Company's common stock exercifabteo years at $2.75 per share. The offering aistuded an
automatic conversion into Common Stock on a oneif@r basis if the closing twenty-day average spoide is
over $3.75.

As of June 30, 2008, there was $183,634 of divideamtrued for Series 2003B Preferred Stock. Dutirg
six months ended June 30, 2008 we had two holdere&Geries 2003B convert their 110,000 sharestomon
stock. As of June 30, 2008 and December 31, 20@7Company had 1,575,000 and 1,685,000 sharesri@sS
2003B Preferred shares outstanding, respectively.

In connection with the issuance of the 2003B Prete6tock, the Company recorded preferred stock
dividend requirements of $1,782,831 that will bitected as preferred stock dividends as the uniteylyreferred
stock converts to common stock. As of June 308288t amount is reflected in accumulated definitiee balance
sheet.

(b) Series 2004 Preferred Stock

During the second quarter of 2004 the Company daaseet of $1,200,000 of additional working capital
through an exempt Preferred Stock offering underStcurities Act of 1933 Section 4(6) private dffgrof
preferred stock to accredited and institutionaksters. The Preferred Stock is designated as 2f#drRed and
consisted of 625,000 shares of Preferred Stockrizear7% dividend and 357,142 warrants to purchiase
Company's common stock exercisable for two yea®8 &0 per share. The offering also included anraatic
conversion into Common Stock on a one for one ba#is closing twenty-day average stock pricevierdb4.00.

During the six months ended June 30, 2008 we hachofder of the Series 2004 convert their 625,000
shares to common stock and all accrued dividemigidends payable were $0 and $42,000 for Seri€g 20
Preferred stock at June 30, 2008 and December0®¥, 2espectively. As of June 30, 2008 and Decebgeg2007,
the Company had 0 and 625,000 shares of SeriesRP@ddrred shares outstanding, respectively.

In connection with the issuance of the 2004 PreteBtock, the Company recorded preferred stock
dividend requirements of $1,002,540 that will biexeed as preferred stock dividends as the uniteylyreferred
stock converts to common stock. As of June 308288t amount is reflected in accumulated definitite balance
sheet.

(c) Series 2005 Preferred Stock

On December 30, 2005, the Company raised $813,02dditional working capital through an exempt
Preferred Stock offering under the Securities Act983 Section 4(6) private offering of preferredck to
accredited and institutional investors. The Pref#iStock is designated as 2005 Preferred andstendi956,495
shares of Preferred Stock bearing no dividendswever, the shares are convertible into common sbock one to
one basis at $0.85. In addition, the Company 856,495 warrants to purchase the Company’s constomk
exercisable for five years at $1.50 per share. Raghant will be callable by the Company if and whike
Company’s common stock share price exceeds $310§hpee for at least twenty (20) consecutive trgdiays. The
Company used the proceeds for general workingaapit

A portion of the 2005 Preferred Equity Offering whe conversion of a convertible note with Amphion
Innovations plc, an affiliate of the Amphion Growyr majority shareholder. The principal of theenobnverted
was $500,000 and accrued interest of $4,521. Aomphiso agreed to release its secured interestéeds’ video
patent portfolio.

The Company also recorded a preferred stock dididgi$813,021 relating to the beneficial conversion
feature and the warrants that were issued in cdiomewith the 2005 Preferred Stock Equity closedruy
December 2005.

On March 14, 2006, the Company raised an additipha89,245 of additional working capital through a
exempt Preferred Stock offering under the Secsritiet of 1933 Section 4(6) private offering of metd stock to
accredited and institutional investors. The PrefdiStock is designated as 2005 Preferred andsterdil, 752,055
shares of Preferred Stock bearing no dividendsweder, the shares are convertible into common sbock one to
one basis at $0.85. In addition, the Company 4yé52,055 warrants to purchase the Company’s amrstock
exercisable for five years at $1.50 per share. Bahant will be callable by the Company if and wiike



Company’s common stock share price exceeds $310§hpee for at least twenty (20) consecutive trgdiays. The
Company will use the proceeds for general workiagital.

As of June 30, 2008 and December 31, 2007, the @oynpad 2,649,726 shares of Series 2005 Preferred
shares outstanding.

The Company also recorded an additional prefet@zkslividend of $1,489,245 relating to the beriafic
conversion feature and the warrants that were égssueonnection with the 2005 Preferred Stock Bgcibsed
during March 2006.

(d) Series 2006 Preferred Stock

On May 31, 2006, the Company raised $1,200,00@ditianal working capital through an exempt
Preferred Stock offering under the Securities Act983 Section 4(6) private offering of preferredck to
accredited and institutional investors. The PreféiStock is designated as 2006 Preferred andsteredil,200,000
shares of Preferred Stock bearing no dividendswever, the shares are convertible into common sbock one to
one basis at $1.00. In addition, the Company 888,000 warrants to purchase the Company’s consiomk
exercisable for five years at $2.00 per share. Raghant will be callable by the Company if and whike
Company’s common stock share price exceeds $510§hpee for at least twenty (20) consecutive trgdiays. The
Company used the proceeds for general workingaapit

As of June 30, 2008 and December 31, 2007, the @oynpad 1,200,000 shares of Series 2006 Preferred
shares outstanding.

The Company also recorded an additional preferi@zkslividend of $645,020 relating to the beneficia
conversion feature and the warrants that were égssueonnection with the 2006 Preferred Stock Bgcibsed
during May 2006.

(e) Series 2006B Preferred Stock

On December 1, 2006, the Company raised $750,0@ddifional working capital through an exempt
Preferred Stock offering under the Securities Act983 Section 4(6) private offering of preferredck to
accredited and institutional investors. The Pref#iStock is designated as 2006B Preferred andstsasg 750,000
shares of Preferred Stock bearing no dividendswever, the shares are convertible into common sbock one to
one basis at $1.00. In addition, the Company 3,000 warrants to purchase the Company’s conutumi
exercisable for five years at $2.00 per share. Gtvapany will use the proceeds for general worliapital.

$150,000 of the 2006B Preferred Equity Offering dwasn Amphion Innovations plc, an affiliate of the
Amphion Group, our majority shareholder and $300,8@s from Richard C.E. Morgan our chairman and an
affiliate of the Amphion Group.

As of June 30, 2008 and December 31, 2007, the @oynpad 700,000 shares of Series 2006B Preferred
shares outstanding.

The Company also recorded an additional prefen@ekgividend of $750,000 relating to the beneficia
conversion feature and the warrants that were dssueonnection with the 2006B Preferred Stock Bqgcliosed
during May 2006.

® Series 2006C Preferred Stock

On January 29, 2007, the Company raised $2,00@Dadditional working capital through an exempt
Preferred Stock offering under the Securities Ac983 Section 4(6) private offering of preferredck to
accredited and institutional investors. The Pref#iStock is designated as 2006C Preferred andst®i$ 200
shares of Preferred Stock bearing no dividendsweder, the shares are convertible into common sbock one to
ten thousand basis at $1.00. In addition, the Gmyjissued 1,000,000 warrants to purchase the Quyigpa
common stock exercisable for five years at $2.00sphare. The Company will use the proceeds foegémvorking
capital.

As of June 30, 2008 and December 31, 2007, the @oynpad 200 shares of Series 2006C Preferred shares
outstanding.

The Company also recorded an additional prefert@ekgividend of $2,000,000 relating to the beriafic
conversion feature and the warrants that were dssueonnection with the 2006C Preferred Stock Boelosed
during January 2007.



(9) Series 2007 Preferred Stock

On August 28, 2007, the Company raised $1,400,0@dditional working capital through an exempt
Preferred Stock offering under the Securities Act383 Section 4(6) private offering of preferredck to
accredited and institutional investors. The PrefdiStock is designated as 2007 Preferred andsterdil40 shares
of Preferred Stock bearing no dividends. Howetrex,shares are convertible into common stock omeato ten
thousand basis at $1.00. In addition, the Comjssued 700,000 warrants to purchase the Compaayisnon
stock exercisable for five years at $2.00 per share

On September 28, 2007, the Company raised $65@0@dditional working capital through an exempt
Preferred Stock offering under the Securities Ac383 Section 4(6) private offering of preferredck to
accredited and institutional investors. The PrefiStock is designated as 2007 Preferred andsterdi65 shares
of Preferred Stock bearing no dividends. Howetrex,shares are convertible into common stock omeat@ ten
thousand basis at $1.00. In addition, the Compssued 325,000 warrants to purchase the Compaoysnon
stock exercisable for five years at $2.00 per share

$250,000 of the 2007 Preferred Equity Offering Wasn Richard C.E. Morgan our chairman and an
affiliate of the Amphion Group.

During the six months ended June 30, 2008 we hadhotder of the Series 2007 convert his 5 shares to
50,000 shares of common stock. As of June 30, 2008December 31, 2007, the Company had 185 andHd@s
of Series 2007 Preferred shares outstanding, régplgc

The Company also recorded an additional prefet@zkslividend of $2,050,000 relating to the beriafic
conversion feature and the warrants that were égssueonnection with the 2007 Preferred Stock Bgcibsed
during the quarter.

(h) Series 2008 Preferred Stock

On April 25, 2008, the Company raised $1,200,008dsfitional working capital through an exempt
Preferred Stock offering under the Securities Act983 Section 4(6) private offering of preferredck to
accredited and institutional investors, which hpxeviously invested in Axcess. The Preferred Stedesignated
as 2008 Preferred and consists of 120 shares fefrRré Stock bearing no dividends. However, treeah are
convertible into common stock on a 1 to 10,000daki addition, the Company issued 1,200,000 wisrt
purchase the Company’s common stock exercisabléviyears at $1.50 per share.

The Company also recorded an additional preferi@zkslividend of $558,686 relating to the beneficia
conversion feature and the warrants that were égssueonnection with the 2008 Preferred Stock Bgcibsed
during the six months ended June 30, 2008.

4) Notes Payable
PV Proceeds Holdings, Inc.

Axcess reached an Agreement to Amend the Purchatgeadd Payment Term with PV Proceeds Holdings,
Inc. the holders of a $4.0 million non-interest g note that was due December 31, 2002 and wdsfault. PV
Proceeds consented to a five-year extension afdtewith an interest rate of 5% per annum fromudanl, 2003
payable in full at maturity on December 31, 20@%cess reached an Agreement with PV Proceeds Hysdinc.
to extend the maturity of the note from DecemberZ®D7 to December 31, 2012. Axcess agreed t@ 5,000
extension fee and to increase the interest rate §8% to 5.5%. Axcess has also agreed to redhecprincipal
amount due by 10% of any equity proceeds and 2084 pfoceeds from options and warrants exercidéowever,
as of June 30, 2008 no payment has been issu@hirection with the Series 2008 Preferred Equitgniri{.

Amphion Investment LLC

Axcess entered into a 6.75% convertible note withphion Investments, LLC, dated January 25, 2002. Th
principal outstanding under this note may be cageinto securities of Axcess at the option of Amph
Investments on terms mutually acceptable to the @y and Amphion Investment. The borrowings arecmsd.
The note was due December 31, 2007, Axcess reachAdreement with Amphion Investments LLC to extémel
maturity of the note to December 31, 2012. Axeaageed to increase the interest rate from 5.0%65%5

Convertible Note

On December 17, 2007 and through June 30, 2008 95xaas entered into multiple convertible noteb wit
Amphion Innovations plc. If Axcess completes afefig of any of its securities and the aggregategeds to
Axcess are at least $1,000,000 (“Transaction”) #erphion would have had the option to convert theses on



the same terms as the completed offering. Ifdh@s are not repaid or converted prior to theirunigtdate then
Axcess shall issue to Amphion a warrant to purchasmss Common Shares at the closing price onitlenglate
equivalent to ten percent (10%) of the outstandimgunt (i.e. amount outstanding divided by clostagk price
times 10%). If the amount is not repaid or coregprior to the next thirty days then Axcess vafitie another
warrant equal to an additional 10% and that witittmue every thirty (30) days until Axcess has éktive
warrants. As of June 30, 2008 the outstandingcjra balance on all of the outstanding notes #55273 and the
Company has issued 322,708 warrants with strikeeprihat range from $1.00 to $1.42 with a weightestage of
$1.14 during the six months ended June 30, 200 ribtes and balances as of June 30, 2008 are:

Balance as of

Date of Note June 30, 2008 Due Date Interest Rate
December 17, 2007 $ 50,000 January 15, 2008 5.0%
January 14, 2008 150,000 February 15, 2008 5.0%
February 20, 2008 150,000 March 15, 2008 5.0%
February 28, 2008 60,000 March 31, 2008 5.0%
March 14, 2008 63,000 April 15, 2008 5.0%
March 25, 2008 55,000 April 30, 2008 5.0%
April 1, 2008 85,273 May 1, 2008 5.0%
April 7, 2008 22,000 May 1, 2008 5.0%
April 15, 2008 110,000 May 15, 2008 5.0%
Total $ 745,273

As previously discussed, for all notes executedidatailed above, Amphion Innovations has the optiio
convert the notes payable under the same terms@spleted preferred offering occurring within &sified time
period (generally 30 — 45 days subsequent to thewtion date). Therefore, consideration was gieehe
contingent beneficial conversion feature due tottiggier event that occurred on April 25, 2008 ugompletion of
the 2008 series preferred equity offering. Foeaaxecuted prior to March 14, 2008, the optioiogezxpired and
are no longer considered convertible. For notaseid thereafter, the conversion price of $1.00 edee the stock
price of $0.88 on the date of contingency resofuti@here is no incremental increase of intringitue at the
contingency resolution date and therefore themmiadditional beneficial conversion discount ta®eorded.

(5) Significant Customers

During the three months ended June 30, 2008, tihep@ny had two customers that accounted for 58% of
revenue. During the three months ended June X0, @ Company had one customer that accounte@Bfarof
revenue.

During the six months ended June 30, 2008, the @osnpad one customer that accounted for 36% of
revenue. During the six months ended June 30, #Tompany had one customer that accounted fbraf5
revenue.

(6) Recent Accounting Pronouncements

In September 2006, the FASB issued Statementnafrigial Accounting Standards “SFAS” No. 157, “Fair
Value Measurements” (“SFAS 157”). This statemeas wffective as of the beginning of fiscal 200&AS 157
provides a common fair value hierarchy for compsutéefollow in determining fair value measurementthe
preparation of financial statements and expandadatisre requirements relating to how fair value sueaments
were developed. SFAS 157 clarifies the principb fair value should be based on the assumptiaigtb
marketplace would use when pricing an asset oilitiglrather than company specific data. The daopof SFAS
157 did not have a material impact on our resdlgperations and financial position.

In February 2007, the FASB issued SFAS No. 158¢"TFair Value Option for Financial Assets and
Liabilities, Including an amendment of FASB Statetndo. 115" (“SFAS 159”). This statement permitgites to
choose to measure many financial instruments artdicether items at fair value that are not cuityerequired to
be measured at fair value. SFAS 159 was effeetsvef the beginning of fiscal 2008 and had no irhpawur
results of operations and financial position.

@) Subsequent Event

The Company’s Carrollton, Texas facility’s leasiesd on October 31, 2007 and we are currently on a
month to month lease. However, on May 8, 2008 mtered into a new office lease. The new facikty 0,013
square feet and the lease commenced on Augus00g, 2



The following table sets forth the future minimuease payments on the new office facility for ttsedi
years ended December 31:

2008 $ 38,760
2009 102,632
2010 107,223
2011 112,22¢
2012 127,249
2013 62,621

$ 550,715

Item 2. Management'’s Discussion and Analysis of Famcial Condition and Results of Operations

Forward-Looking Statements

This quarterly report on Form 10-Q includes “forddooking statements” within the meaning of Section
27A of the Securities Act of 1933, as amended ‘@exurities Act”), and Section 21E of the Secusitiexchange
Act of 1934, as amended, which can be identifietheyuse of forward-looking terminology such asa$ii
“expect,” “could,” “plan,” “seek,” “anticipate,” “stimate,” or “continue” or the negative thereofother variations
thereon or comparable terminology.

These forward-looking statements are subject tuarrisks and uncertainties that could cause hotsalts
to differ materially from those referred to in toeward-looking statements and are made pursuathietésafe-
harbor” provisions of the Private Securities Litiga Reform Act of 1995. These statements are rbaded on
management’s current expectations or beliefs asasedssumptions made by, and information currentjilable
to, management.

A variety of factors could cause actual resultdiffer materially from those anticipated in the Guamy’s
forward-looking statements, including the followifagtors: changes from anticipated levels of salesess to
capital, future national or regional economic anthpetitive conditions, changes in relationshipswitistomers,
difficulties in developing and marketing new protijenarketing existing products, customer acceptafiexisting
and new products, validity of patents, technoloigit@nge, dependence on key personnel, availabilikey
component parts, dependence on third party manutast vendors, contractors, product liability, @ty to or
other disruption of the production facilities, dgdaand disruptions in the shipment of the Compamgsuct, and
the ability of the Company to meet its stated besingoals. For a detailed discussion of theseted cautionary
statements and factors that could cause actudtsasudiffer from the Company’s forward-lookingagtments,
please refer to the Company’s filings with the S#igs and Exchange Commission, especially “IterDdscription
of Business” (including the “Risk Factors” sectiofltem 1) and “ltem 6. Management’s Discussion andlysis or
Plan of Operation” of the Company’s 2007 Annual &¢pn Form 10-KSB.

Readers are cautioned not to place undue reliamtiesse forward-looking statements, which reflect
management’s analysis only as of the date herd@f.dompany does not undertake any obligation tdigiylbevise
these forward-looking statements to reflect eventsircumstances that arise after the date heResders should
carefully review the risk factors described in athlecuments the Company files from time to timehviite
Securities and Exchange Commission.

Recent Developments: Going Concern and Liquidity ®blems

Our auditors included an explanatory paragrapheir taudit opinion with respect to our consolidated
financial statements at December 31, 2007. Thegpapha states that our recurring losses from omeratand
resulting continued dependence on access to ekfaraacing raise substantial doubts about ouritgttib continue
as a going concern. Furthermore, the factors lgatirand the existence of the explanatory paragnsgphadversely
affect our relationship with customers and supplamnd have an adverse effect on our ability toiolitaancing.

We do not have sufficient working capital to sustaiir operations. We have been unable to generate
sufficient revenues to sustain our operations. Wiehave to obtain funds to meet our cash requineisighrough
business alliances, such as strategic or finatreiasactions with third parties, the sale of s¢imsrior other
financing arrangements, or we may be required t@itwur operations, seek a merger partner, ok peatection
under federal bankruptcy laws. Any of the foregaingy be on terms that are unfavorable to us odd&atageous
to existing stockholders. In addition, no assuraneg be given that we will be successful in raisadglitional funds
or entering into business alliances.



Liquidity and Capital Resources

Since inception, we have utilized the proceeds feomumber of public and private sales of our equity
securities, the exercise of options, convertibletdshort-term bridge loans from stockholders amdemecently,
preferred equity offerings and exercise of warratatsneet our working capital requirements. At J88e2008, we
had working capital deficit of $2,471,737.

Our operations generated losses in 2007 and cantingenerate losses in 2008. Our cash increasit RO
during the six months ended June 30, 2008 withaijey activities using $1,444,012 of cash. We fuhdperations
through cash raised from contingently convertit@btdand a preferred equity offering. No assura@eebe given
that such activities will continue to be availatdeprovide funding to us. Our business plan fdd&& predicated
principally upon the successful marketing of oudRproducts. We anticipate that our existing wotkaapital
resources and revenues from operations will n@tdegjuate to satisfy our funding requirements thinoug2008.

Our working capital requirements will depend upaanyfactors, including the extent and timing of our
product sales, our operating results, the stategswipetitive products, and actual expendituresranenues
compared to our business plan. We are currentlgréapcing declining liquidity, losses from operasoand
negative cash flows, which make it difficult for tssmeet our current cash requirements, includenygnents to
vendors, and may jeopardize our ability to contias@ going concern. We intend to address ourdityuproblems
by controlling costs, seeking additional fundingréugh capital raising transactions and busindissiaés) and
maintaining focus on revenues and collections.

If our losses continue, we will have to obtain farid meet our cash requirements through businbascas,
such as strategic or financial transactions wittdtparties, the sale of securities or other finag@arrangements, or
we may be required to curtail our operations, sealerger partner, or seek protection under fedenakruptcy
laws. Any of the foregoing may be on terms thatuarfavorable to us or disadvantageous to existiockbolders.

In addition, no assurance may be given that webeilsuccessful in raising additional funds or engginto business
alliances.

Amphion Convertible Note

On December 17, 2007 and through June 30, 200&95xaas entered into multiple convertible noteb wit
Amphion Innovations plc. If Axcess completes afefig of any of its securities and the aggregategeds to
Axcess are at least $1,000,000 (“Transaction”) #erphion would have had the option to convert theses on
the same terms as the completed offering. Ifdlh@d are not repaid or converted prior to theiruniigtdate then
Axcess shall issue to Amphion a warrant to purcifeszss Common Shares at the closing price onitlenglate
equivalent to ten percent (10%) of the outstandimgunt (i.e. amount outstanding divided by clositugk price
times 10%). If the amount is not repaid or coreeprior to the next thirty days then Axcess vafitie another
warrant equal to an additional 10% and that witittmue every thirty (30) days until Axcess has esktive
warrants. As of June 30, 2008 the outstandingcjral balance on all of the outstanding notes #53273 and the
Company has issued 322,708 warrants with strikeeprihat range from $1.00 to $1.42 with a weighteztage of
$1.14 during the six months ended June 30, 2008.

The notes and balances as of June 30, 2008 are:

Balance as of

Date of Note June 30, 2008 Due Date Interest Rate
December 17, 2007 $ 50,000 January 15, 2008 5.0%
January 14, 2008 150,000 February 15, 2008 5.0%
February 20, 2008 150,000 March 15, 2008 5.0%
February 28, 2008 60,000 March 31, 2008 5.0%
March 14, 2008 63,000 April 15, 2008 5.0%
March 25, 2008 55,000 April 30, 2008 5.0%
April 1, 2008 85,273 May 1, 2008 5.0%
April 7, 2008 22,000 May 1, 2008 5.0%
April 15, 2008 110,000 May 15, 2008 5.0%
Total $ 745,273

As previously discussed, for all notes executatidatailed above, Amphion Innovations has the optiio
convert the notes payable under the same terms@mpleted preferred offering occurring within asified time
period (generally 30 — 45 days subsequent to thewtion date). Therefore, consideration was gteethe
contingent beneficial conversion feature due tottiggier event that occurred on April 25, 2008 ugompletion of
the 2008 series preferred equity offering. Foeaaxecuted prior to March 14, 2008, the optioiopezxpired and
are no longer considered convertible. For not®mseid thereafter, the conversion price of $1.00edee the stock



price of $0.88 on the date of contingency resofuti@here is no incremental increase of intringitue at the
contingency resolution date and therefore themmiadditional beneficial conversion discount ta®eorded.

Sales and Marketing Initiatives

In the past our sales volume has not been suffitdesustain our operations. During 2007, we car@thto
see broad-based awareness and acceptance of RElIWend-wide basis. Our approach for 2008 hasibee

1. We continue to focus on replicating our past sugces
2. We continue to add integrators and partners tsalas channel;
3.  We continue to improve our professional skill st resources to grow the business.

While there can be no assurance that our effottdwisuccessful, we believe that these accompkstisn
will assist us in our goal of becoming profitable.

Results of Operations
Three Months Ended June 30, 2008 Compared to Thrddonths Ended June 30, 2007

Sales and Gross ProfiSales for the three months ended June 30, 2068%487,345 and for the three
months ended June 30, 2007 were $1,658,758. Ceatas for the three months ended June 30, 2088 we
$258,868 and for the three months ended June 80, ®8re $482,621. The gross profit for the threatins ended
June 30, 2008 was $228,477 and $1,176,137 fohtke months ended June 30, 2007. The majorityeofiéicrease
in sales is a result of the Barbados Contract ageand January 2007. The gross margin percenhéthree months
ended June 30, 2008 was 47% compared to 71% feiathe period in 2007. The lower gross margin penas a
result of the timing of the deferral of revenue aeldted costs associated with the Barbados cdrasaa result of
the project not being fully implemented during theee months ended June 30, 2007. We continueptecethe
margin will continue to be stable in the 40% to 5f#hge.

Operating Expense®perating expenses were $1,214,833 for the thierghs ended June 30, 2008 and
$1,961,313 for the three months ended June 30,.206& majority of the decrease relates to thentipuf the
development of our next generation product.

Research and development expenses were $536,08&fthree months ended June 30, 2008 and
$1,169,091 for the three months ended June 30,.208& majority of the decrease relates to thennuf the
development of the next generation RFID produce rdleased this new product during the secondai@®07.
We are continuing to expense the development asriext.

Corporate general and administrative expenses $&58,372 for the three months ended June 30, 2098 a
$449,022 for the three months ended June 30, 2UA&.decrease is related to a reduction in legsd, flower stock
based compensation, lower director fees and loadrdebt expense.

Selling and marketing expenses were $317,693 éothree months ended June 30, 2008 and $339,180 for
the three months ended June 30, 2007. Sellingreamkleting expense were basically flat for the pedompared to
the previous year. We did have some increaseaveltand trade show expenses but were able tetdffe
increases with decreases in advertising, publaticel expenses and stock based compensation.

Depreciation and amortization expenses were $X@7be three months ended June 30, 2008 and $4,020
for the three months ended June 30, 2007. Thedseris a result of decreased depreciation expanseesult of
the age of our equipment.

Other expenses, nédther expenses, net, were $175,819 for the threhs ended June 30, 2008 and
$78,459 for the three months ended June 30, 266atekt expense was $96,948 higher during the thoeths
ended June 30, 2008, compared to the three montlesieJune 30, 2007, reflecting the expense assdaidth the
warrants that were issued with the convertible fiote

Net LossNet loss was $1,162,175 for the three monthseéddae 30, 2008, compared to a loss of $863,635
for the three months ended June 30, 2007. Thedseris mainly related to a decrease in reseattearelopment
relating to the next generation product developraedtlower gross profit.

Preferred Stock dividend requirementreferred Stock dividend requirements were $630f@i7three
months ended June 30, 2008 and $78,861 for thre¢hsiended June 30, 2007. During 2008 we experikist] $36
related to the 2008 Preferred equity offering. Bgr2007 we expensed $2,000,000 related to the 260éferred
equity offering. Recurring preferred Stock dividaequirements were $71,592 and $78,861 in 20024604,
respectively.



Six Months Ended June 30, 2008 Compared to Six Mon$ Ended June 30, 2007

Sales and Gross Profiales for the six months ended June 30, 2008 $668,831 and for the six months
ended June 30, 2007 were $2,681,781. Cost of fal#se six months ended June 30, 2008 were $36485d for
the six months ended June 30, 2007 were $1,144,Th&.gross profit for the six months ended June2808 was
$299,236 and $1,537,674 for the six months ended 30, 2007. The majority of the decrease in dalagesult of
the Barbados Contract awarded in January 2007.gfidss margin percent for the six months ended 30n2008
was 45% compared to 57% for the same period in 20Wié lower gross margin percent was a resulef t
Barbados contract. We continue to expect the mawgi continue to be stable in the 40% to 50% kang

Operating Expense®perating expenses were $2,804,200 for the sintimscended June 30, 2008 and
$4,072,914 for the six months ended June 30, 200ié. majority of the decrease relates to the tinohtpe
development of our next generation product, lowessg profit and increased selling expenses asuit idghe
Barbados contract.

Research and development expenses were $1,40068iéfsix months ended June 30, 2008 and
$2,294,425 for the six months ended June 30, 20W0ié. majority of the decrease relates to the tinohtpe
development of the next generation RFID produce rdleased this new product during the secondoi@®07.
We are continuing to expense the development asriext.

Corporate general and administrative expenses $#&48,808 for the six months ended June 30, 2008 and
$858,184 for the six months ended June 30, 200i& dEcrease is related to a reduction in legal feegr
insurance, lower director fees and reduced investation expenses. Offset by slightly higher sakxpenses and
audit fees.

Selling and marketing expenses were $643,743 tosithmonths ended June 30, 2008 and $911,77Wdor t
six months ended June 30, 2007. The majority ofld@ease relates to decreased selling expensiageiathe
Barbados contract.

Depreciation and amortization expenses were $&6@6he six months ended June 30, 2008 and $8&28 f
the six months ended June 30, 2007. The decreaseebult of decreased depreciation expenseesuth of the age
of our equipment.

Other expenses, nédther expenses, net, were $292,242 for the sintinscended June 30, 2008 and
$138,645 for the six months ended June 30, 200&rdst expense was $130,116 higher during the st ended
June 30, 2008, compared to the six months endedl Y2007, reflecting the expense associatedthvéthvarrants
that were issued with the convertible notes.

Net LossNet loss was $2,797,206 for the six months erddee 30, 2008, compared to a loss of 2,673,885
for the six months ended June 30, 2007. The dserisanainly related to a decrease in researcllevmelopment
relating to the next generation product developraedtlower gross profit.

Preferred Stock dividend requirementreferred Stock dividend requirements were $707{@B8ix months
ended June 30, 2008 and $2,159,435 for six momithsceJune 30, 2007. During 2008 we expensed $568,68
related to the 2008 Preferred equity offering. Bgr2007 we expensed $2,000,000 related to the 260éferred
equity offering. Recurring preferred Stock dividerequirements were $148,547 and $159,435 in 2662807,
respectively.

Other

Inflation. During the last two fiscal years inflation hag had, and is not expected to have during thisfisc
year, a material impact on the operations and firzicondition of the Company.
Item 3. Quantitative and Qualitative Disclosure abat Market Risk

None
Item 4. Controls and Procedures

Controls and Procedures

The Company’s chief executive officer and chieffinial officer are responsible for establishing and
maintaining disclosure controls and proceduresHferCompany.



(a) Evaluation of Disclosure Controls and Proceslure

Under the supervision and with the participatiomof management, including our principal executive
officer and chief financial officer, we evaluatda teffectiveness of the design and operation oflaaiosure
controls and procedures, as defined in Rules 18a}Hnd 15d-15(e) under the Securities ExchangeAt934
(“Exchange Act”), as of June 30, 2008. Based os ¢lialuation, our principal executive officer and ohief
financial officer concluded that, as of the endh&f period covered by this report, our disclosunetiols and
procedures were not effective and not adequataigded to ensure that the information requiredealisclosed by
us in the reports we submit under the Exchangesietcorded, processed, summarized and reportéihvite time
periods specified in the applicable rules and foamd that such information was accumulated and aamzated to
our chief executive officer and chief financialioéfr, in a manner that allowed for timely decisioegarding
required disclosure.

Based on our evaluation, management has conclhd¢dur internal control over financial reportingswnot
effective as of June 30, 2008. Management hasrdited that (i) we are unable to maintain the praegregation
of various accounting and finance duties becaussioémall size and limited resources, (ii) muchhef financial
closing process is done off-line on electronic apgeheets that are maintained on individual compuad are not
backed up and (iii) based on our staffing we redyoar Chief Financial Officer to provide a signditt amount of
our compensating controls.

We intend to remediate these material weaknessaggd2008. Notwithstanding these material
weaknesses, we believe that our financial conditiogsults of operations and cash flows present#uls report of
Form 10-Q are fairly presented in all material e$p.

(b) Changes in Internal Controls

During the period ended June 30, 2008, there haxs be change in internal control over financialomting
that has materially affected, or is reasonablylyike materially affect our internal control ovéndincial reporting.

PART Il. OTHER INFORMATION

Item 1. Legal Proceedings

Axcess is engaged in a number of lawsuits with agprately five vendors who claim they are owed
amounts from $500 to $45,000, which aggregatestal $76,326. We are currently defending or seekinggttle
each of the vendor’s claims. At June 30, 2008ha@ accrued the delinquent amounts we expect lialtle for, for
the claims described in this paragraph.

Iltem 1A. Risk Factors

Not required

Item 2. Unregistered Sales of Equity Securities andse of Proceeds

During the three months ended June 30, 2008, tiep@ny issued unregistered securities in conneetitn
the transactions described below. The proceeds wsd for general working capital requiremente iBsuance
of stock was exempt from the registration requiretmef the Securities Act, as amended by virtuBaxftion 4(2)
thereof, as transactions not involving a publiedffg and an appropriate restrictive legend wasedfto the stock
certificates.

2008 Preferred Offering

On April 25, 2008, the Company raised $1,200,008ddfitional working capital through an exempt
Preferred Stock offering under the Securities Ac383 Section 4(6) private offering of preferredck to
accredited and institutional investors, which hpkeviously invested in Axcess. The Preferred Sisdesignated
as 2008 Preferred and consists of 120 shares fdrRye Stock bearing no dividends. However, treahare
convertible into common stock on a 1 to 10,000daki addition, the Company issued 1,200,000 wasrt
purchase the Company’s common stock exercisabli@évfoyears at $1.50 per share.

The Company also recorded an additional prefenaekgividend of $558,686 relating to the beneficia
conversion feature and the warrants that were dssueonnection with the 2008 Preferred Stock Bqcliosed
during the six months ended June 30, 2008.

At the occurrence of the April 25, 2008 offeringnphion Innovations had the option to convert
outstanding notes payable under the same ternie adfering. Refer to note 4 for discussion.



Warrants

During the three months ended June 30, 2008 thep@oynissued an additional 1,390,327 warrants in
conjunction with various debt offerings and the @eferred Equity Offering. The warrant priceged from
$1.00 to $1.50, with a weighted average strikeepot$1.44 and they expire between January 14, aaéi3viarch
25, 2013. During that same period the Company3@J000 warrants expire without being exercised.

2004 Preferred Equity

During the three months ended June 30, 2008 ormhelected to convert 625,000 shares into 625,000
shares of Axcess common stock. These shares leadobeviously registered under an SB-2 registragtatement.
Item 3. Defaults Upon Senior Securities

None

Item 4. Submission of Matters to a Vote of Securityolders

None

Item 5. Other Information

None

Item 6. Exhibits and Reports on Form 8-K

(a) Exhibits:
Exhibit No. Description

10.1 Form of Stock Purchase agreement for th& Bo6ferred Equity Offering.

31.1 Certification of our President, Chief Executive ioéfF and Principal Executive Officer, under
Section 302 of the Sarbanes-Oxley Act of 2002.

31.2 Certification of our Vice President, Chief Finardtficer, Secretary and Principal
Accounting and Financial Officer, under Section 3@2he Sarbanes-Oxley Act of 2002.

32.1 Certification of our President, Chief Executive i©& and Principal Executive Officer, under
Section 906 of the Sarbanes-Oxley Act of 2002.

32.2 Certification of our Vice President, Chief Finard@ficer, Secretary and Principal

Accounting and Financial Officer, under Section @d8he Sarbanes-Oxley Act of 2002.




SIGNATURES

Pursuant to the requirements of the Securities &xgh Act of 1934, the Registrant has duly causisd th
report to be signed on its behalf by the undersighereunto duly authorized.

AXCESS INTERNATIONAL INC.,
Registrant

/sl ALLAN GRIEBENOW

Allan Griebenow Director, President and
Chief Executive Officer (Principal Executive Offige

/sl ALLAN L. FRANK

Allan L. Frank
Chief Financial Officer and Secretary
(Principal Accounting and Financial Officer)

August 14, 2008



Exhibit 10.1
Form of 2008 Stock Purchase Agreement
AXCESS INTERNATIONAL INC.
3208 Commander Drive
Carrollton, Texas 75006

April 25, 2008

Re: Stock Purchase Agreement

Ladies and Gentlemen:

This Agreement sets forth the terms and conditionswhich Axcess International Inc., a Delaware
Corporation, of 3208 Commander Drive, Carrolltorexds, 75006 (the “Company”) will issue and sell to
(the “Purchaser”) shares of $@0€8 Preferred Stock of the Company, par valuélsper

share the “Preferred”).

1. Type of Security and Purchase PricEhe Purchaser hereby agrees to subscribe foparuhase
from the Company, and the Company hereby agresste and sell to the Purchaser One Hundred (i2®¢rired
Shares. The purchase price shall be Ten Thous&Bdllars ($10,000) per share for a total of Ondidfi Two
Hundred Thousand US Dollars ($1,200,000) payabledsh. Preferred shares shall bear no dividentise
purchase and sale shall be effective as of ApriL2®8 (the Effective Dat¥).

2. Purchase Dates and Delivery of Shardhe Company closed on the sale during April 00
Upon its receipt of the purchase price, the Compsdrayl issue and sell to the Purchaser the numfid@rederred and
Warrants based on paragraph 1 above. On and he &fftective Date, the Company shall execute atigetdo the
Purchaser stock certificates in proper form reprisg the Shares.

3. Securities Act Legend; Registration Rights

3.1 The Shares will not be registered under theuBexs Act of 1933, as amended (the
“Securities A¢). Prior to registration, certificates represegtithe Shares shall bear a restrictive legend
substantially to the effect of the following:

THE SECURITIES REPRESENTED HEREBY HAVE NOT BEEN REBFERED UNDER THE
SECURITIES ACT OF 1933, OR APPLICABLE STATE SECUREB LAWS, OR THE
SECURITIES LAWS OF ANY OTHER JURISDICTION. THEY MA NOT BE SOLD OR
TRANSFERRED IN THE ABSENCE OF AN EFFECTIVE REGISTREON STATEMENT
UNDER THOSE SECURITIES LAWS OR PURSUANT TO AN EXENMPN THEREFROM.
ADDITIONAL RESTRICTIONS REGARDING THE TERMS UNDER WICH THE SHARES
REPRESENTED BY THIS CERTIFICATE MAY BE CONVERTED MO NON-VOTING
COMMON STOCK OF THE COMPANY ARE SET FORTH IN THE GHIFICATE OF
DESIGNATIONS, PREFERENCES, POWERS AND RIGHTS OF THEERIES 2007
PREFERRED STOCK.

3.2 The Company has committed to register the Com8tock Underlying the Series 2008
Preferred Stock under Form SB-2 (or comparable foha “Registration Statement”) and to make its leéf®rts to
have the Registration Statement declared effeetivke earliest possible date.

4, Representations and Warranties by the Compaime Company hereby represents and warrants to
the Purchaser as follows:

4.1 The Company is a corporation duly organizedidiyaexisting and in good standing
under the laws of the State of Delaware, and hascthporate power and authority to execute andsetethis
Agreement, to issue the Shares on the basis dedchiérein and otherwise to perform its obligationsler this
Agreement.

4.2 The execution and delivery by the Company ad thgreement, the issuance of the
Shares, and the performance by the Company obligations hereunder, have been duly authorizedlbequisite
corporate action on the part of the Company antineil (i) violate any provision of law, statute]awr regulation



or any order of any court or other agency of gor@nt, (ii) conflict with or violate the Certificat& Incorporation
(after amendment to authorize the additional shafesn-voting common stock) or By-Laws of the Canp, in

each case as amended, or (iii) violate, conflichwir constitute (with due notice or lapse of tioreboth) a default
under any indenture, mortgage, lease, licensegawnt or other contract or instrument or resuthim creation or
imposition of any lien, charge or encumbrance of mature upon the properties or assets of the Coypaany of
its subsidiaries, in each case if such violatianflict, default, lien, charge or encumbrance wolidd/e a material
adverse effect on the Company.

4.3 This Agreement has been duly executed andetdelivby the Company and
constitutes the valid and legally binding obligatmf the Company, enforceable in accordance
with its terms, except to the extent the enfordaglfiereof may be limited by applicable
bankruptcy, moratorium or similar laws affecting tfights of creditors generally.

4.4 Based in part upon the representations ancanides of the Purchaser contained in this
Agreement, no registration or filing with, or conser approval of, or other action by, any federal,
state or other governmental department, commissioar,d, bureau, agency or instrumentality or any
third party is or will be necessary for the exeentand delivery of this Agreement by the Company
and the issuance of the Shares hereunder, othethbdiling of a notice of sale on Form D with the
Securities and Exchange Commission and any otlqeiresl jurisdictions in accordance with the rules
and regulations thereof under the Securities Adtapplicable state law.

4.5 The Preferred Shares are duly authorized, lyalsdued, fully paid and non-assessable
shares of Series 2008 Preferred Stock, and argubject to any preemptive rights.

5. Representations and Warranties of the Purchddee Purchaser hereby represents and warrants to
the Company as follows:

5.1 The Purchaser is acquiring the Shares fonits account, for investment and not with a
view to the distribution thereof within the meanimigthe Securities Act.

5.2 The Purchaser understands that the Sharesnioaveeen registered under the Securities
Act, by reason of their issuance by the Companiransactions exempt from the registration requirgmef the
Securities Act, and that the Common shares mukelieby the Purchaser until registered under tloengees Act.

5.3 The Purchaser further understands that the gi@mfrom registration afforded by Rule
144 (the provisions of which are known to it) prdgated under the Securities Act depends on thefaation of
various conditions, and that, if applicable, Ru&t Imay afford the basis for sales only in limitedcants, after
compliance with the holding periods and other imris thereof.

5.4 The Purchaser understands that its investmengtuhder involves substantial risks and
represents and warrants that it has made sucheéndept examinations and investigations of the Cowpa it has
deemed necessary in making its investment decisiod,the Purchaser further represents and wartlaaitst has
had sufficient access to the officers, directomls and records of the Company as it has deemesssery to
conduct such examination and investigation and mskeh investment decision. Purchaser agrees tp kee
confidential the confidential information providém the purpose of evaluating the purchase herein.

5.5 The Purchaser is a qualified investor able éarlthe economic risk of the investment
contemplated by this Agreement and has such kn@sleshd experience in financial and business mattatst is
capable of evaluating the merits and risks of tivestment contemplated by this Agreement.

6. Reaffirmation of Representations and Warranti€be date Units are purchased shall constitute a
reaffirmation of each and every one of the repriedEms and warranties of the Company set fortBection 5 of
this Agreement and those of the Purchaser set for8ection 6 of this Agreement as if made as chdaffective
Date, unless otherwise restated or corrected hgreihe Purchaser or the Company, as the case enay b

7. Miscellaneous



7.1 This Agreement constitutes our entire agreemithtrespect to the subject matter hereof.
This Agreement may not be modified or amended grpaiavision hereof waived except by an instrumentviiting
signed by the Company and the Purchaser.

7.2 This Agreement shall be binding upon and irtar¢éhe benefit of the parties hereto and
their respective successors and permitted assi@hs. rights of the Purchaser hereunder shall bigregsie to any
holder of the Shares. Except as provided in theédiately preceding sentence, this Agreement amdghts of the
Purchaser hereunder shall not be assignable, anpusiported assignment hereof or thereof shalldié.v

7.3 This Agreement may be executed in any numbercafterparts and on separate
counterparts, each of which shall be an originatrimment, but all of which together shall conséta single
agreement. One or more signature pages from aungteart of this Agreement may be attached to @ther
counterpart of this Agreement without in any warmging the effect thereof. This Agreement shalkeffective
when executed and delivered by the Company anBuhehaser.

7.4 All notices, requests, demands, consents, wsiver other communications made
hereunder to any party or holder of Shares shalinberiting and shall be deemed to have been diNgryif
delivered personally or sent by nationally-recogdivernight courier, facsimile or by first clasgistered or
certified mail, return receipt requested, postagpaid, addressed to such party at the addregsrdebelow:

if to the Company, to:
Axcess International Inc.
3208 Commander Drive
Carrollton, TX 75006
Attention: Chief Financial Officer

with a copy to:
Dykema
1717 Main Street, Suite 2400
Dallas, Texas 75201
FAX: 214-462-6401
Attention: Craig Ongley

if to the Purchaser:
to the Purchaser at its address first set fordvab

or to such other address as the party to whom sanimunication is to be given may have furnishethtoother
party in writing in accordance herewith. All suciotices, requests, demands, consents, waivers t@ar ot
communications shall be deemed to have been detiv@r in the case of personal delivery, on the ddtdelivery,
(i) if sent by facsimile, on the date sender reesia confirmation confirming receipt, (iii) if sehy overnight
courier, on the next business day following theedsnt and (iv) in the case of mailing, on thedtfiusiness day
following such mailing.

7.5 All representations, warranties and agreemeatstained herein shall survive the
execution and delivery of this Agreement and the shthe Shares hereunder.

7.6 This Agreement, and all rights, obligations diadilities hereunder, shall be construed
according to the laws of the State of Texas applec#o contracts made and to be performed whokyetim. Any
judicial proceeding brought against the Compangriforce, or otherwise in connection with, this Agrent may be
brought in any court of competent jurisdiction hetCity of New York, and, by execution and deliverfythis
Agreement, the Company (i) accepts, generally armdnrditionally, the nonexclusive jurisdiction ofcucourts and
any related appellate court and irrevocably agreds bound by any final judgment rendered theielpponnection
with this Agreement and (i) irrevocably waives awtyjection it may now or hereafter have as to theue of any
such proceeding brought in such a court or that suoourt is an inconvenient forum.



If the foregoing correctly sets forth your undenstimg of our agreement, please so indicate by sggand
returning to the Company the enclosed countergdhi® Agreement.

Very truly yours,

AXCESS INTERNATIONAL INC.

By:

Allan Griebenow, Chief Executive Officer
The undersigned agrees with and

accepts the foregoing terms and provisions
as of the date first above written.

By:

Printed Name:




Exhibit 31.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

[, Allan Griebenow, certify that:

1. I have reviewed this quarterly report on Form 10f@xcess International, Inc.;

2. Based on my knowledge, this quarterly report dagscantain any untrue statement of a materialdact
omit to state a material fact necessary to makstditements made, in light of the circumstancegund
which such statements were made, not misleadirfynefipect to the period covered by this quarterly
report;

3. Based on my knowledge, the financial statement$,adimer financial information included in this gteaty
report, fairly present in all material respectsfihancial condition, results of operations andhciiews of
the registrant as of, and for, the periods preskint¢his quarterly report;

4. The registrant’s other certifying officers and & aesponsible for establishing and maintainingld&aae
controls and procedures (as defined in ExchangdRitts 13a-15(e) and 15d-15(e)) and internal cémtro
over financial reporting (as defined Exchange AgteR 13-15(f) and 15d-(f)) for the registrant anel w
have:

a) designed such disclosure controls and proceduressiare that material information relating to the
registrant, including its consolidating subsidiariiss made known to us by others within those
entities, particularly during the period in whidtig quarterly report was prepared;

b) evaluated the effectiveness of the registrant’sldésire controls and procedures as of the end of
the period covered by this quarterly report (tevaluation Date"); and

c) presented in this quarterly report our conclusiansut the effectiveness of the disclosure controls
and procedures based on the required evaluatiohthe Evaluation Date;

5. The registrant's other certifying officers and Véalisclosed, based on our most recent evaludtidhe
registrant’s auditors and the audit committee gfsteant’s board of directors (or persons perfogrthe
equivalent function):

a) all significant deficiencies in the design or opiEna of internal controls which could adversely
affect the registrant’s ability to record, processnmarize and report financial data and have
identified for the registrant's auditors any matkweaknesses in internal controls; and

b) any fraud, whether or not material, that involveanagement or other employees who have a
significant role in the registrant's internal cadr and

6. The registrant's other certifying officers and Vé@andicated in this quarterly report whether ot there
were significant changes in internal controls ootiner factors that could significantly affect irrtal
controls subsequent to the date of our most remaitiation, including any corrective actions wiggard
to significant deficiencies and material weaknesses

Date:  August 14, 2008

/sl ALLAN GRIEBENOW

Allan Griebenow, Posit and Chief Executive Officer
(Principal Exeiwet Officer)



Exhibit 31.2

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

[, Allan Frank, certify that:

Date:

| have reviewed this quarterly report on Form 1@f@xcess International, Inc.;

Based on my knowledge, this quarterly report da@santain any untrue statement of a material dact
omit to state a material fact necessary to makstdtements made, in light of the circumstancegund
which such statements were made, not misleadirfynefipect to the period covered by this quarterly
report;

Based on my knowledge, the financial statementsoéimer financial information included in this gteaty
report, fairly present in all material respectsfihancial condition, results of operations andhctiews of
the registrant as of, and for, the periods preskint¢his quarterly report;

The registrant’s other certifying officers and ¢ aesponsible for establishing and maintainingld&sae
controls and procedures (as defined in ExchangdRitts 13a-15(e) and 15d-15(e)) and internal cémntro
over financial reporting (as defined Exchange AgteR 13-15(f) and 15d-(f)) for the registrant anel w
have:

a) designed such disclosure controls and proceduressiare that material information relating to the
registrant, including its consolidating subsidiariiss made known to us by others within those
entities, particularly during the period in whidtig quarterly report was prepared;

b) evaluated the effectiveness of the registrant’sldésire controls and procedures as of the end of
the period covered by this quarterly report (tevaluation Date"); and

c) presented in this quarterly report our conclusiansut the effectiveness of the disclosure controls
and procedures based on the required evaluatiohthe Evaluation Date;

The registrant's other certifying officers and Véalisclosed, based on our most recent evaludtiche
registrant’s auditors and the audit committee gfsteant’s board of directors (or persons perfogrthe
equivalent function):

a) all significant deficiencies in the design or opiEna of internal controls which could adversely
affect the registrant’s ability to record, processnmarize and report financial data and have
identified for the registrant's auditors any matkweaknesses in internal controls; and

b) any fraud, whether or not material, that involvemnagement or other employees who have a
significant role in the registrant's internal cadr and

The registrant's other certifying officers and Vé@andicated in this quarterly report whether ot there
were significant changes in internal controls ootiner factors that could significantly affect irrtal
controls subsequent to the date of our most remaitiation, including any corrective actions wiggard
to significant deficiencies and material weaknesses

August 14, 2008

/s/ ALLAN L. FRANK

Allan L. Frank, Vice Présnt, Chief Financial Officer and Secretary
(Principal Accounting aRthancial 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 Quarterly Report of AXCES8eknational Inc. (the Company”) on Form 10-Q for the
period ended June 30, 2008, as filed with the $@esirand Exchange Commission on the date herdwf (t
“Report”), |1, Allan Griebenow, President, Chief Executi@éficer and Principal Executive Officer of the Coamy,

certify, pursuant to 18 U.S.C. § 1350, as adoptedyant to Section 906 of the Sarbanes-Oxley A0, that to
my knowledge:

(1) The Report fully complies with the requirengerdf Section 13(a) or 15(d) of the Securities
Exchange Act of 1934, as applicable; and

(2) The information contained in the Report faigyesents, in all material respects, the financial
condition and results of operations of the Compatrthe dates and for the periods indicated.

[S/ ALLAN GRIEBENOW
Allan Griebenow
President, Chief Executive Officer and PrincipakEutive Officer

Dated: August 14, 2008



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 Quarterly Report of AXCES®.I(the ‘Company”) on Form 10-Q for the period ended June
30, 2008, as filed with the Securities and Excha@gmmission on the date hereof (thReport”), I, Allan L. Frank,
Vice President, Chief Financial Officer, Secretand Principal Accounting and Financial Officer bétCompany,
certify, pursuant to 18 U.S.C. § 1350, as adoptedyant to Section 906 of the Sarbanes-Oxley AQOOR, that to
my knowledge:

(1) The Report fully complies with the requirenmgerdf Section 13(a) or 15(d) of the Securities
Exchange Act of 1934, as applicable; and

(2) The information contained in the Report faigyesents, in all material respects, the financial
condition and results of operations of the Compairthe dates and for the periods indicated.

/S/ ALLAN L. FRANK
Allan L. Frank
Vice President, Chief Financial Officer, Secretang Principal Accounting and Financial Officer

Dated: August 14, 2008



