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PART 1. FINANCIAL INFORMATION
Item 1. Financial Statements

AXCESS INTERNATIONAL INC.
CONSOLIDATED BALANCE SHEETS

(Unaudited)
September 30, December 31,
2009 2008
ASSETS
Current assets:
Cash and cash equivalents $ 80,833 $ 51,392
Accounts receivable - trade, net of allowance faututful accounts of
$30,132 and $27,424 for 2009 and 2008, respectively 130,212 92,844
Inventory, net 74,874 142,782
Prepaid expenses and other 61,971 43,100
Total current assets 347,890 330,118
Property, plant and equipment, net 19,705 18,969
Deferred debt issuance costs 14,062 18,750
Other assets 45,737 53,062
Total assets $ 427,394 $ 420,899
LIABILITIES AND STOCKHOLDERS’ DEFICIT
Current liabilities:
Accounts payable (includes $2,891 and $18,645 reitited party in
2009 and 2008, respectively) $ 765,018 $ 905,354
Accrued liabilities 385,106 502,566
Accrued interest 1,271,816 1,112,862
Deferred revenue 14,652 22,222
Notes payable (includes $1,038,273 with a relattypn 2009 and
2008) 1,200,273 1,200,273
Dividends payable 31,515 280,394
Total current liabilities 3,668,380 4,023,671
Notes payable (includes $393,787 with a relatetypar2009 and
2008), net of discount of $0 and $13,092 in 2009 2008,
respectively 2,696,346 2,683,254
Total liabilities 6,364,726 6,706,925

Commitments and contingencies (Note 2)
Stockholders’ deficit:
Convertible preferred stock, 10,000,000 sharesaaizid in 2009 and
2008. Without liquidation preferences; $0.01 yalue, 4,550,211
and 6,125,211 shares issued and outstanding in 202008,
respectively 45,502 61,252
Common stock, $.01 par value, 70,000,000 sharé®enéd in 2009
and 2008; 33,642,593 shares issued and outstaimd2@p9 and

31,204,931 shares issued and outstanding in 2008. 336,426 312,050
Additional paid-in capital 166,480,699 165,641,922
Accumulated deficit (172,799,959) (172,301,250)

Total stockholders’ deficit (5,937,332) (6,286,026)
Total liabilities and stockholders’ deficit $ 427,394 $ 420,899

See accompanying notes to unaudited consolidateddial statements.
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AXCESS INTERNATIONAL INC.
CONSOLIDATED STATEMENTS OF OPERATIONS

(Unaudited)
Three Months Ended Nine Months Ended
September 30, September 30,
2009 2008 2009 2008
Sales $ 213,164 $ 511,190 $ 4,452,681 $ 1,175,022
Cost of sales 133,741 250,898 1,677,644 615,494
Gross profit 79,423 260,292 2,775,037 559,528
Expenses:
Research and development 257,137 451,274 805,7 1,858,962
General and administrative 361,599 359,703 1,096,522 1,105,511
Selling and marketing 160,550 298,855 1,087,20 942,597
Depreciation and amortization 5,709 2,979 15,431 9,941
Operating expenses 784,995 1,112,811 3,004,890 3,917,011
Loss from operations (705,572) (852,519) (229,853) (3,357,483)
Other income (expense):
Interest expense (55,453) (102,512) (233,949) (397,071)
Gain on vendor settlements 1,677 2,216 60,355 4,534
Other income (expense), net (53,776 ) (100,296 )173,694) (392,537)
Net loss (759,348 ) (952,815 ) (403,497 (3,750,020)
Preferred stock dividend requirements:
Recurring — (39,883) (95,263) (188,430)
2008 Preferred equity offering — — — (558,686)
2008B Preferred equity offering — (171,984) — (171,984)
Preferred stock dividend requirements — (211,867 (95,263) (919,100)
Net loss applicable to common stock %759,348 ) $(1,164,682 ) $ (498,710) $ (4,669,120)
Basic and diluted net loss per share $ (0.02) $ (0.04) % (0.02) $ (0.16)
Weighted average shares of common stock
outstanding 33,625,582 30,813,627 32,213,284 29,932,137

See accompanying notes to unaudited consolidateddial statements.




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

Nine Months Ended
September 30,
2009 2008

Cash flows from operating activities:
Net loss $ (403,447) $ (3,750,020)
Adjustments to reconcile net loss to net cash used
by operating activities:

Depreciation and amortization 15,431 9,941
Amortization of financing discount and issuancetgoset 17,780 7,153
Gain on vendor settlements and statutory writeabffayables 60,355 71
Warrants issued for services — (7,61%)
Stock based compensation expense 446,046 547,655
Changes in operating assets and liabilities:
Accounts receivable (37,368) 61,298
Inventory 67,908 64,517
Prepaid expenses and other (18,371 17,020
Other assets (443) (9,571)
Accounts payable and accrued expenses (109,551 1,080,784
Net cash generated (used) by operating activities 37,840 (1,978,764)
Cash flow from investing activities:
Capital expenditures (8,399) (22,170)
Net cash used by investing activities (8,399) (22,170)
Cash flow from financing activities:
Net proceeds from issuance of common and prefetoak — 1,519,998
Net proceeds from exercise of employee options — —
Principal payments on financing agreements (160)00  (100,000)
Borrowings on financing agreements 160,000 745,273
Net cash provided by financing activities — 2,165,271
Net change in cash and cash equivalents 29,441 164,337
Cash and cash equivalents, beginning of period 3%, 59,089
Cash and cash equivalents, end of period $ 80,833 $ 223,426
Supplemental Disclosure of Non-Cash Investing andri€ing Activities:
Warrants issued as a debt discount $ 57,215 $ 258,377
Accrued preferred stock dividends 95,263 188,430
Conversion of preferred shares into common stock 5,780 7,351
Conversion of accrued dividends into common stock 344,072 90,904

See accompanying notes to unaudited consolidateddial statements.




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

8} Summary of Significant Accounting Policies

(a) Description of Business and Going Concern

The Company is a leading provider of patented R&dé@nuency Identification (“RFID”) and Real Time
Location Systems (“RTLS”) solutions that locateck, monitor, count and protect people, assets,vatitles,
thereby improving productivity, security and accéssreal-time intelligence. The Company’s multiusengle-
system solutions include active, dual and semiacRFID tags, activators and readers that suppdwdnzatic
monitoring and tracking applications, such as eteit asset protection and asset management, aodhatic
personnel and vehicle access control. Axcess’ basd®ed software provides a suite of management tioatisnclude
reporting, display, decision and control functidingt enable productivity, security and local pasitng.

The Company's business plan for 2009 is predigatiedipally upon the successful marketing of itsIRF
products. During the first nine months of 2009, rafiag activities generated approximately $38,000cash.
However, the Company anticipates that its existiogking capital resources and revenues from operatwill not
be adequate to satisfy its funding requirementsafbof 2009. We are currently experiencing dediniiquidity,
modest profits from operations and modest positagh flows, which make it difficult for us to meair current
cash requirements, including payments to vendaord,maay jeopardize our ability to continue as a gaioncern.
Management is attempting to obtain equity finandimmuse in the Company’s operations. In additim@mnagement
is trying to expand the Company’s sales and olggifitable operations.

The future results of operations and financial d¢owl of the Company will be impacted by the folliogy
factors, among others: changes from anticipate@éldeof sales, access to capital, future nationategional
economic and competitive conditions, changes imtimiships with customers, difficulties in develogi and
marketing new products, marketing existing productstomer acceptance of existing and new produatility of
patents, technological change, dependence on kepmeel, availability of key component parts, dejmrce on
third party manufacturers, vendors, contractoredpct liability, casualty to or other disruption thfe production
facilities, delays and disruptions in the shipmefithe Company's products, and the ability of tleenPany to meet
its stated business goals.

If the Company's losses or lack of operating camitatinue, the Company will have to obtain funds t
meet its cash requirements through business adigrauch as strategic or financial transactionk third parties,
the sale of securities or other financing arrangeémer the Company may be required to curtaibjterations, seek
a merger partner, or seek protection under fedemkruptcy laws. Any of the foregoing may be omeithat are
unfavorable to the Company or disadvantageousisbieg stockholders. In addition, no assurance beygiven that
the Company will be successful in raising additidnads or entering into business alliances.

(b) Company Organization

The accompanying consolidated financial statemiestade the accounts of the Company and its majorit
owned subsidiaries. All significant intercompang@ents and transactions have been eliminated isatidkation.

The Company has received working capital in varifmuss from Amphion Ventures, L. P. and affiliatefs
Amphion Ventures, L. P. including Amphion Partnefsmphion Investments LLC, Antiope Partners LLC,
VennWorks LLC (formerly incuVest LLC), Amphion Capi Management LLC, Amphion Innovations plc,
Amphion Innovations US Inc. and NVW, LLC (colleatly, the "Amphion Group"). The Amphion Group owns
approximately 52% of the outstanding voting comratwtk of the Company.

(c) Basis of presentation

The preparation of financial statements in conftymiith accounting principles generally acceptedhia
United States requires management to make estinsatgsassumptions that effect the amounts reportethe
financial statements and accompanying notes. Aaugsed below, the Company makes significant assongpin
recording its allowance for doubtful accounts, imeey valuation, impairment of long-lived assetsrranty costs,
the valuation allowance for deferred tax assets,vilue of components of equity and debt instrusiantd stock
based compensation expense. Actual results coufdr drom those estimates, and the differences rhay
significant.



The accompanying unaudited financial statemenf &eptember 30, 2009 and for the three months and
nine months ended September 30, 2009 and 2008 atesgy, have been prepared in accordance wittergdly
accepted accounting principles for interim finahdi@ormation. Accordingly, they do not include atf the
information and footnotes required by generallyepted accounting principles for audited financtatements. In
the opinion of management, the interim informatinaludes all adjustments, consisting only of normedurring
adjustments, necessary for a fair presentatioh@fésults for the interim periods. The footnotecltisures related
to the interim financial information included heraire also unaudited. Such financial informatioousth be read in
conjunction with the consolidated financial statetseand related notes thereto as of December 3B &0d for the
year then ended included in our annual report amF®-K for the fiscal year ended December 31, 2008

(d) Use of Estimates

The preparation of financial statements in conforwith accounting principles generally acceptadhe
United States requires management to make estinaagsassumptions that affect the amounts reporiethe
financial statements and accompanying notes. Aaugised below, the Company makes significant assongpin
recording its allowance for doubtful accounts, imegy valuation, and impairment of long-lived assetarranty
costs, the valuation allowance for deferred taeisand the value of the components of equity atd ishstruments.
Actual results could differ from those estimates] ¢he differences may be significant.

(e) Inventory

Inventory is valued at the lower of cost or markesing the first-in, first-out method. Inventory was
comprised of the following at September 30, 2009 Becember 31, 2008:

September 30, December 31,

2009 2008
Raw materials $ 35934 % 24,275
Work-in-process 104 104
Finished goods 38,836 118,403

$ 74,874 $ 142,782

The components of cost of sales are summarizeollas/:

Three Months Ended Nine Months Ended
September 30, September 30,
2009 2008 2009 2008
Product cost $ 133,741 $ 245,625 ¢ 1,666,28' $ 580,22:
Warranty expense — 5,273 11,359 35,272
Total $ 133,741 $ 250,89¢ ¢ 1,677,64« $ 615,49

(f) Stock-Based Compensation

ASC 718,Compensation — Stock Compensatiequires the cost of all share-based payments pogees,
including grants of employee stock options, tod@gnized in the consolidated financial statemieated on the
grant date fair value of those awards. In accardavith ASC 718, this cost is recognized over theqa for which
an employee is required to provide service in ergbdor the award. Stock based compensation egperder
ASC 718 for the first nine months of 2009 and 20@8& $446,046 and $547,655, respectively which wesrded in
operating expenses. This expense decreased fiepgroshare by $0.014 for the first nine month2@09 and
increased the net loss per share by $0.018 fdirgienine months of 2008. The Company did nobggigze a tax
benefit from the stock compensation expense bedaeséompany considers it is more likely than het telated
deferred tax assets, which have been reduced ldi\afuation allowance, will not be realized.

The Black-Scholes option-pricing model was useestimate the option fair value. The option pricing
model requires a number of assumptions, of whiemtlst significant are, expected stock price dhatrisk-free
interest rate and the expected option term (theuatnaf time from the grant date until the options exercised or
expire). Expected volatility was calculated baspdn actual historical stock price movements olkemhost recent
periods at the time of the grants equal to the egaeoption term, which is consistent with ASC &l Securities
and Exchange Commission Staff Accounting Bulletm 807 (SAB 107). There were no issuances duhagine
months ended September 30, 2009 or 2008.

The following table illustrates the effect on opgrg expenses:



Three Months Ended Nine Months Ended

September 30, September 30,
2009 2008 2009 2008
Research and development expens¢ $ 51,147 $ 63,698 § 153,44: $ 202,72:
General and administrative expense 70,412 70,712 211,349 252,152
Selling and marketing expense 27,085 27,086 81,25¢ 92,78
Total $ 148,644 $ 161,496 $ 446,046 $ 547,655

(g) Stock Options and Warrants

Under the Company's 2005 Equity Incentive Plan, @menpany 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 pricthefCompany's
stock on the date of grant and an option's maxirtenm is ten years. Options are generally grantexh gear and
have various vesting requirements. Options gratyeitally vest over a four-year period. During thiee months
ended September 30, 2009 the Company made no gnaohes the stock option plan.

With the shareholders approval of the 2005 Equitgehtive Plan, the Company will not issue anymore
options under the Company's 2001 Equity Incentivam Br the Directors Compensation Plan. As of &apier 30,
2009 the Company had 297,456 options outstandimg the 1991 Equity Plan, 120,000 from the Direcfaen,
1,519,961 from the 2001 Equity plan and 515,00@ddsas inducements to hire. In total the Compaay h
2,452,417 employee options outstanding from plahsradhan the 2005 Equity Incentive Plan.

The following table summarizes employee stock apgtioutstanding and changes during the nine months
ended September 30, 2009:

Outstanding Options
Weighted Weighted Average

Average Remaining Aggregate
Number of Exercise Contractual Term Intrinsic
Shares Price (in years) Value
Options outstanding at December 31, 2008 5,392,973 $1.87
Options granted — —
Options exercised — —
Options forfeited (938,556) 2.07
Options outstanding at September 30, 2009 4,454,417 1.83 5.15 $ 57,000
Options exercisable at September 30, 2009 4,255,292 1.76 5.39 $ 85,500

Options available for grants as of September 30920 2,998,000

The options outstanding at September 30, 2009 &secise prices as indicated in the table below:

Intrinsic Value of

Number of Weighted Average  Vested Unexercised
Option Price Options Remaining Life Options
$0.00 - $1.00 720,000 4.07 $ 57,000
$1.01 - $2.00 3,116,961 6.14
$2.01 — $3.00 200,000 2.47
$3.01 - $4.00 165,900 1.28
$4.01 - $5.00 20,000 1.67
$5.01 - $6.25 231,556 0.48
Total 4,454,417 5.15 $ 57,000

The Company has issued warrants to purchase corstock in connection with issuance of notes payable
to stockholders and preferred stock. The followtsige summarizes warrants outstanding at Septe8ih&009:

WEIGHTED
AVERAGE
EXERCISE
WARRANTS PRICE
Warrants outstanding at beginning of year 9,952,956 $1.64
Warrants issued 321,144 0.28




Warrants exercised — —
Warrants expired unexercised — —
Warrants outstanding at end of year 10,274,100 1.59
The warrants outstanding at September 30, 2009 éveareise prices as indicated in the table below.

Number of Weighted Average

Strike Price Warrants Remaining Life
$0.00 - $1.00 551,138 4.51
$1.01 - $2.00 9,722,962 2.76
Total 10,274,100 2.85

During the nine months ended September 30, 200€tdmpany issued an additional 321,144 warrants in
conjunction with various debt agreements. The adrprice ranged from $0.22 to $0.51 and they expetween
January 15, 2014 and April 30, 2014.

(h) Revenue Recognition

The Company’s revenue transactions consist pretaisly of sales of products to customers. Accogntin
Standards Codification 605-29R¢venue Recognition — Multiple-Element Arrangemdiits Company follows the
Securities and Exchange Commission (SEC) Staff detiog Bulletin (SAB) No. 104Revenue Recogniticand
Emerging Issues Task Force (“EITF”) Issue 00R¥venue Arrangements with Multiple Deliverabl&pecifically,
the Company recognizes revenue when persuasiveregdof an arrangement exists, title and risk ef Ibave
passed to the customer, generally upon shipmentprike is fixed or determinable and collect apii# reasonably
assured. For those arrangements with multiple etésner in related arrangements with the same metothe
arrangement is divided into separate units of actiog if certain criteria are met, including whethke delivered
item has stand-alone value to the customer andhehétiere is objective and reliable evidence offtievalue of
the undelivered items. The consideration receigeallocated among the separate units of accoubtisgd on their
respective fair values, and the applicable revamgegnition criteria are applied to each of theasate units. In
cases where there is objective and reliable evelefiche fair value of the undelivered item in araagement but
no such evidence for the delivered item, the rediduethod is used to allocate the arrangement dersaion. For
units of accounting which include more than onéveehble, the Company generally recognizes allmaeeand cost
of revenue for the unit of accounting over the geiin which the last undelivered item is delivered.

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

We defer revenue for sales where we have not caetplthe earnings process in accordance with the
applicable revenue recognition guidance. Thesero®f amounts are reflected as liabilities in oomsolidated
financial statements as deferred revenue. Defeeezhue was $14,652 as of September 30, 200922822 as of
December 31, 2008.

(2) Contingencies

From time to time we may be named in claims arismghe ordinary course of business. Currently, no
material legal proceedings, government actions,igidtrative actions, investigations or claims aenging against
us or involve us that, in the opinion of our mamagat, could reasonably be expected to have a rahtaiverse
effect on our business and financial condition.

However, Axcess is engaged in a number of lawswiitis approximately four vendors and one customer
who claim they are owed amounts from $500 to $4%,0¢hich aggregates in total $75,676. We are ctlyren
defending or seeking to settle each of the vendortscustomer claims. At September 30, 2009, wedoarued the
delinquent amounts we expect to be liable forttierclaims described in this paragraph.

On March 31, 2008, Axcess entered into an agreemvihtthe developer of our next generation RFID
product, the Dot, whereby Axcess has agreed toapaynimum commercialization fee of one million do# over
the next six years. The amount is still contingemthe supplier completing the testing and cergfithe product is
within all of the original specifications. The tég is ongoing but the product has not passedfdte preliminary
testing and we are still evaluating the impacttmngroduct. As of September 30, 2009 Axcess hasigoed off on
the completion of the product and Innovison hasedsa letter of termination for failure to pay. \&l@rently have
accrued $392,808 for services that have been coedplaowever, we have not accrued the remaindesdorices
that have not been completed.



3) Preferred Stock

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

Series Series Series Series Series Series Series Series Series
2003B* 2004 2005 2006 2006B 2006C 2007 2008 2008B
Number of shares 2,750,000 625,000 2,750,000 1,200,000 750,000 200 205 120 80
authorized
Stated value $ 0.01 $ 0.01 $ 0.01 $ 0.01 $ 0.01 $ 0.01 $ 0.01 $ 0.01 $ 0.01
Number of shares issued and outstanding
Dec. 31, 2008 1,575,000 — 2,649,726 1,200,000 700,000 100 185 120
Sept. 30, 2009 — — 2,649,726 1,200,000 700,000 100 185 120 80
Conversionratio(or 1tolinto 1ltolinto 1tolinto 1to1linto ltol 1to 1to 1to 1to
conversion price) of voting voting voting voting into 10,000 10,000 10,000 10,000
preferred shares into  common common common  common voting into into into into
common stock stock stock stock common  voting voting voting voting
stock common common common common
stock stock stock stock
Liquidation None None None None None None None None None
preference
Dividend rights 7% per 7% per None None None None None None None
annum, annum,

cumulative  cumulative

* As the quarter ended June 30, 2009 was a préditaarter all the 2003B Preferred Stock was cdedeio
common stock effective July 1, 2009 which resultethe issuance of 1,565,000 common shares tootimesi
2003B preferred stock holders.

(a) Series 2003B Preferred Stock

The Company completed a $3,132,500 exempt Pref&reck offering under the Securities Act of 1933
Section 4(6) private offering of preferred stockarcredited and institutional investors offeringidg the fourth
quarter of 2003. The Preferred Stock is designate@003B Preferred and each $70,000 unit consistd®,000
shares of Preferred Stock bearing a 7% dividenproagimately 2,000 shares of common stock and 40v@@@ants
to purchase the Company's common stock exercisabte/o years at $2.75 per share. The offering alstuded an
automatic conversion into common stock on a on®far basis if the closing twenty-day average sfoide is over
$3.75 or the Company has a profitable (EBITA) gaiart

During 2009, there were $95,263 of dividends expdrisr Series 2003B Preferred Stock. On May 19200
the Board elected to pay all accrued dividends waittlitional shares. Therefore, $342,230 of accdiddends were
paid by issuing 855,577 shares of restricted Axa@ssamon shares. Dividends payable for the Serdf3R
preferred stock were $31,514 and $280,394 at SéyeteB0, 2009 and December 31, 2008, respectivBiyring
2009, we had one holder of the Series 2003B coriveit 10,000 shares to common stock. As a redulte second
quarter 2009 being profitable all of the 2003B Bredd shares were automatically converted to comeffactive
July 1, 2009 which resulted in 1,565,000 additiostares being issued. As of September 30, 2008 there no
2003B Preferred shares outstanding and as of DemreB81y 2008 there were 1,575,000 shares of SefieSR
Preferred shares outstanding.

(b) Series 2004 Preferred Stock

During the second quarter of 2004 the Company dasseet of $1,200,000 of additional working capital
through an exempt Preferred Stock offering under Securities Act of 1933 Section 4(6) private offgrof
preferred stock to accredited and institutionalesters. The Preferred Stock is designated as 26&érked and
consisted of 625,000 shares of Preferred Stockirgpar 7% dividend and 357,142 warrants to purchase
Company's common stock exercisable for two year$3a#20 per share. The offering also included amraatic
conversion into Common Stock on a one for one bsig closing twenty-day average stock pricevierds4.00.

80



During 2008 we had one holder of the Series 200Wex their 625,000 shares and dividends accrued to
common stock leaving no shares and no dividendsilpayof series 2004 preferred shares outstandingf as
December 31, 2008.

(c) Series 2005 Preferred Stock

On December 30, 2005, the Company raised $813,02Hditional working capital through an exempt
Preferred Stock offering under the Securities Att1833 Section 4(6) private offering of preferremck to
accredited and institutional investors. The PrefiStock is designated as 2005 Preferred andsterdi 956,495
shares of Preferred Stock bearing no dividendsweser, the shares are convertible into common stoci one to
one basis at $0.85. In addition, the Company $9%6,495 warrants to purchase the Company’s corrstark
exercisable for five years at $1.50 per share. Baafrant will be callable by the Company if and whihe
Company’s common stock share price exceeds $3:108haee for at least twenty (20) consecutive trgdiays. The
Company used the proceeds for general working aapit

On March 14, 2006, the Company raised an additi$ha89,245 of additional working capital through a
exempt Preferred Stock offering under the Secsritiet of 1933 Section 4(6) private offering of petd stock to
accredited and institutional investors. The PreféiStock is designated as 2005 Preferred andsterdfil, 752,055
shares of Preferred Stock bearing no dividendsweyer, the shares are convertible into common stoc& one to
one basis at $0.85. In addition, the Company $dy@52,055 warrants to purchase the Company’s aamstock
exercisable for five years at $1.50 per share. Baafrant will be callable by the Company if and whihe
Company’s common stock share price exceeds $3:108haee for at least twenty (20) consecutive trgdiays. The
Company will use the proceeds for general workiagital.

As of September 30, 2009 and December 31, 2008Ctmpany had 2,649,726 shares of Series 2005
Preferred shares outstanding, respectively.

(d) Series 2006 Preferred Stock

On May 31, 2006, the Company raised $1,200,000 dofitianal working capital through an exempt
Preferred Stock offering under the Securities Att1833 Section 4(6) private offering of preferremck to
accredited and institutional investors. The PreféiStock is designated as 2006 Preferred andsteradi 1,200,000
shares of Preferred Stock bearing no dividendswe+er, the shares are convertible into common stoci one to
one basis at $1.00. In addition, the Company $6{#,000 warrants to purchase the Company’s corrstark
exercisable for five years at $2.00 per share. Baafrant will be callable by the Company if and whihe
Company’'s common stock share price exceeds $5:108haee for at least twenty (20) consecutive trgdiays. The
Company used the proceeds for general working aapit

As of September 30, 2009 and December 31, 2008Ctmpany had 1,200,000 shares of Series 2006
Preferred shares outstanding.

(e) Series 2006B Preferred Stock

On December 1, 2006, the Company raised $750,008dditional working capital through an exempt
Preferred Stock offering under the Securities AEt1833 Section 4(6) private offering of preferremck to
accredited and institutional investors. The Pref#iStock is designated as 2006B Preferred andstemg 750,000
shares of Preferred Stock bearing no dividendsweser, the shares are convertible into common stoci one to
one basis at $1.00. In addition, the Company $s%0,000 warrants to purchase the Company’s constmzk
exercisable for five years at $2.00 per share. Gtvpany will use the proceeds for general workiapital.

$150,000 of the 2006B Preferred Equity Offering itasn Amphion Innovations plc, an affiliate of the
Amphion Group, our majority shareholder and $300,0éxs from Richard C.E. Morgan our chairman and an
affiliate of the Amphion Group.

As of September 30, 2009 and December 31, 2008Ctmpany had 700,000 shares of Series 2006B
Preferred shares outstanding.

)] Series 2006C Preferred Stock

On January 29, 2007, the Company raised $2,00000G@Iditional working capital through an exempt
Preferred Stock offering under the Securities AEt1833 Section 4(6) private offering of preferreck to
accredited and institutional investors. The Pref#rStock is designated as 2006C Preferred andsterd 200
shares of Preferred Stock bearing no dividendsweder, the shares are convertible into common stock ten
thousand (10,000) to one (1) basis at $1.00. titiad, the Company issued 1,000,000 warrants tehase the



Company’'s common stock exercisable for five year$2a00 per share. The Company will use the prsder
general working capital.

As of September 30, 2009 and December 31, 2008 thepany had 100 shares of Series 2006C Preferred
shares outstanding.

(9) Series 2007 Preferred Stock

During the third quarter of 2007, the Company ri$2,050,000 of additional working capital throuayh
exempt Preferred Stock offering under the Secsrifiet of 1933 Section 4(6) private offering of metd stock to
accredited and institutional investors. The PreféStock is designated as 2007 Preferred andstemdi205 shares
of Preferred Stock bearing no dividends. Howetheg, shares are convertible into common stock oneato ten
thousand basis at $1.00. In addition, the Compssyed 1,025,000 warrants to purchase the Compaoysnon
stock exercisable for five years at $2.00 per sharee Company used the proceeds from the salaeoR007
Preferred stock for general working capital.

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

As of September 30, 2009 and December 31, 2008Ctiepany had 185 shares of Series 2007 Preferred
shares outstanding.

(h) Series 2008 Preferred Stock

On April 25, 2008, the Company raised $1,200, of additional working capital through an exempt
Preferred Stock offering under the Securities AEt1633 Section 4(6) private offering of preferretbck to
accredited and institutional investors, which haveviously invested in Axcess. The Preferred Sisalesignated
as 2008 Preferred and consists of 120 shares &érRyé Stock bearing no dividends. However, thereshare
convertible into common stock on a ten thousand0d® to one basis. In addition, the Company issLj280,000
warrants to purchase the Company’s common stodicisable for five years at $1.50 per share.

The Company also recorded an additional prefertecksdividend of $558,686 relating to the beneficia
conversion feature and the warrants that were dssueonnection with the 2008 Preferred Stock Bquit

As of September 30, 2009 and December 31, 200&€ timepany had 120 shares of Series 2008 Preferred
shares outstanding.

(i) Series 2008B Preferred Stock

Beginning on September 30, 2008 the Company auhdithe raising of $600,000 of additional working
capital through an exempt Preferred Stock offetinder the Securities Act of 1933 Section 4(6) pewatfering of
preferred stock to accredited and institutionaksters. The Preferred Stock is designated as 2608&rred and
consists of 80 shares of Preferred Stock bearingividends. However, the shares are convertible admmon
stock on a ten thousand (10,000) to one basisddiitian, the Company issued 400,000 warrants techmge the
Company’'s common stock exercisable for five yedar$B50 per share. Each warrant will be callablethy
Company if and when the Company’'s common stockesimice exceeds $3.00 per share for at least twenty
(20) consecutive trading days. The Company usegrbeeeds for general working capital.

The Company also recorded an additional prefertecksdividend of $187,501 relating to the beneficia
conversion feature and the warrants that were dssueonnection with the 2008B Preferred Stock Bqui

As of September 30, 2009 and December 31, 200&€ timepany had 80 shares of Series 2008B Preferred
shares outstanding.

(4) Notes Payable
PV Proceeds Holdings, Inc.

Axcess amended its Purchase Note and Payment TiéhnPW Proceeds Holdings, Inc. in December 2008.
PV Proceeds consented to a five-year extensioheohote with an interest rate of 5% per annum fdamuary 1,
2003 payable in full at maturity of December 31020 As further consideration for entering into tgreement
Axcess granted to PV Proceeds Holdings, Inc. aamarro purchase up to 500,000 shares of commork stbc
Axcess. The warrants had an exercise price of0$@ed share and expired on the earlier of Febridry2008 or
forty-five days after the principal and all accruatkrest are paid. Axcess has also agreed taeethe principal
amount due first for 10% of equity proceeds anthsdc20% of proceeds from options exercised. Axedss



recorded deferred debt issuance costs of $689@3thé¢ value of the warrants, which were amortiaedr the life
of the loan. The deferred debt issuance costs fulyeamortized as of December 31, 2007.

Axcess reached an Agreement with PV Proceeds Hyddimc. to extend the maturity of the note from
December 31, 2007 to December 31, 2011. Axceseddp pay a $25,000 extension fee and to incteasiaterest
rate from 5.0% to 5.5%. Axcess has also agreedduoce the principal amount due by 10% of any equibgeeds
and 20% of all proceeds from options and warrargsaised and as a result owe $162,000 at SepteBihe2009
and December 31, 2008. As of September 30, 20@9D@tember 31, 2008 no payment has been issued in
connection with the Series 2008 or 2008B PrefeEguity offerings.

Amphion Investment LLC

Axcess entered into a 6.75% demand note with Amphiwestments, LLC, dated January 25, 2002. The
borrowings are unsecured. The note was due Deae®ihe2007, Axcess reached an Agreement with Ammphio
Investments LLC to extend the maturity of the nmtdecember 31, 2011. Axcess agreed to increasatarest
rate from 5.0% to 5.5%. As of September 30, 20@®R@ecember 31, 2008 the outstanding amount is,$8%3

Convertible Note

On December 17, 2007 and through February 4, 2888ess has entered into multiple convertible notes
with Amphion Innovations plc. If within a specifitne period Axcess completes an offering of anitoecurities,
and the aggregate proceeds to Axcess are at 1@320000 (“Transaction”) then Amphion would hawsdthe
option to convert these notes on the same terniseasompleted offering. If the loans are not rdpai converted
prior to their maturity date then Axcess shall esso Amphion a warrant to purchase Axcess CommareShat the
closing price on the given date equivalent to tercent (10%) of the outstanding amount (i.e. amau$tanding
divided by closing stock price times 10%). If #m@ount is not repaid or converted prior to the niixty days then
Axcess will issue another warrant equal to an &t 10% and that will continue every thirty (3@ys until
Axcess has issued five warrants. These notes i@ accounted for in accordance with ASC 81520jvatives
and Hedgesand ASC 470-20Debt With Conversion and Other Featuf@TF 00-19: Accounting for Derivative
Financial Instruments Indexed To, and Potentiaéjtl8d in a Company’'s Own Stock, EITF 05-2: The kleg of
Conventional Convertible Debt Instrument in 00-EITF 98-5: Accounting for Convertible Securities thwi
Beneficial Conversion Features or Contingently Atlible Conversion Ratio and EITF 00-27: Applicatidrissue
No. 98-5 to Certain Convertible Instruments). AsSefptember 30, 2009 the outstanding principal lcalam all of
the outstanding notes is $1,038,273 and the Compasyissued 877,377 (321,144 during the nine moerked
September 30, 2009) warrants with strike prices thage from $0.22 to $0.51 with a weighted avera$0.28
during the nine months ended September 30, 200@.ndtes and balances as of September 30, 2009 are:

Balance as of

September 30,

Date of Note 2009 Due Date (*) Interest Rate
December 17, 200°$ 50,000 January 15, 2008 5.0%
January 14, 2008 150,000 February 15, 2008 5.0%
February 20, 2008 150,000 March 31, 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 15, 2008 5.0%
April 15, 2008 110,000 May 31, 2008 5.0%
July 30, 2008 50,000 August 31, 2008 5.0%
October 23, 2008 100,000 November 30, 200 5.0%
November 26, 2008 31,000 December 31, 2008 5.0%
December 15, 200t 62,000 January 31, 2009 5.0%
December 30, 2008 50,000 January 31, 2009 5.0%
Total $ 1,038,273

* - As of October 29, 2009, Axcess and Amphion hagreed to convert their
convertible notes and accrued interest into newexdible notes.

As previously discussed, for all notes executed @etdiled above, Amphion Innovations has the optmn
convert the notes payable under the same termsampleted preferred offering occurring within a&sified time
period. At September 30, 2009, there were no rtbstswere still eligible to be converted.



The exercise price of the warrants range from $60221.42 and expire five years from date of isseanThe
Company estimates the fair market value of the avdrusing Black-Scholes Valuation Model. Key asptioms
used to estimate the fair market value of the waisrinclude the exercise price (ranging from $a®%$1.42), the
expected term (five years), the expected volatdityhe Company’s stock over the warrants expetded (ranging
from 67% to 78%) and risk free interest rate (ragdirom 2.11% to 4.27%).

(5) Significant Customers

During the three months ended September 30, 2869Company had three customers that accounted for
49% of revenue. During the three months endedeBdmr 30, 2008 the Company had three customers that
accounted for 62% of revenue.

During the nine months ended September 30, 20@9Ctmpany had one customer that accounted for 82%
of revenue. During the nine months ended SepteBe2008 the Company had three customers thatiatex for
49% of revenue.

(6) Recent Accounting Pronouncements

In June 2003, the Securities and Exchange Commig$8EC”) adopted final rules under Section 404 of
the Sarbanes-Oxley Act of 2002 (“Section 404")aasended by SEC Release No. 33-9072 on Octobel009, 2
Commencing with its annual report for the year agdiune 30, 2010, the Company will be requirecht¢tuide a
report of management on its internal control ougricial reporting. The internal control report melude a
statement: A) of management’s responsibility fadakkshing and maintaining adequate internal cdmver its
financial reporting; B) of management’s assessrottite effectiveness of its internal control ofiaancial
reporting as of year end; and C) of the framewadduby management to evaluate the effectivenetbe of
Company’s internal control over financial reportingurthermore, it is required to file the auditoattestation report
separately on the Company’s internal control oirarfcial reporting on whether it believes that@@npany has
maintained, in all material respects, effectiveinal control over financial reporting.

In September 2006, the FASB issued SFAS No. 15, Felue Measurements ("SFAS No. 157"). The
standard establishes a framework for measuringvidire in US GAAP, clarifies the definition of faralue within
that framework, and expands disclosures about $leeofi fair value measurements. SFAS No. 157 it for
fiscal years beginning after November 15, 2007Fébruary 2008, the FASB issued FASB Staff Posi({ié15P")
SFAS 157-2, Effective Date of FASB Statement NoZ.Ikhis FSP deferred the effective date of SFAS1¥G., for
non-financial assets and liabilities that are notaorecurring basis recognized or disclosed at\alue in the
financial statements, to fiscal years, and intepeniods, beginning after November 15, 2008. We tetbSFAS
No. 157 for non-financial assets and liabilitiesasigred at fair value on a nonrecurring basis atalgml, 2009 and
will continue to apply its provisions prospectivéipm January 1, 2009. The application of SFAS Ns¥ for non-
financial assets and liabilities did not have andigant impact on the Company's financial statetadar the three
and six months ended June 30, 2009. In April 2008 ,FASB issued FSP FAS 157-4, which provides quidaon
(1) estimating the fair value of an asset or ligpiffinancial and nonfinancial) when the volumeddavel of activity
for the asset or liability have significantly deased and (2) identifying transactions that areondérly. The FSP is
effective for interim and annual periods endingaftune 15, 2009, with early adoption permittedoferiods ending
after March 15, 2009. The application of FSP FA$-45did not have a significant impact on the Conymn
financial statements.

In May 2009, the FASB issued FASB Statement No, 183bsequent EventSSFAS No. 165”). The
statement establishes general standards of acnguioti and disclosure of events that occur aftertthlance sheet
date but prior to the issuance of financial stateeThe standard is based on the same princiglehose that
currently exist in the auditing standards. FAS M85 is effective for interim or annual reportingripds after
June 15, 2009. The statement requires additiosalatiure regarding the date through which subse¢aqvemts have
been evaluated by the entity as well as, whethar dlate is the date the financial statements wsseed. This
statement became effective for the Company’s firsrstatements as of June 30, 2009; see Note 7s&tulent
Events.”

In June 2009, the FASB issued SFAS No. 16Bccounting for Transfers of Financial Assets—an
amendment of FASB Statement No. 140" (“SFAS No."L6BFAS No. 166: (i) removes the concept of a @fyalg
Special Purpose Entity (“QSPE”) from FASB No. 14tdaliminates the exception from applying FIN 46(R)
variable interest entities that are QSPEs, (ii) r@isehe accounting for transfers of financial assed (iii) increases
the related disclosures about transfers of findrassets. SFAS No. 166 applies to fiscal yearsrivéigg on or after
November 15, 2009 and transfers that occurred befbre and after its effective date. The Companly adopt



SFAS No. 166 on January 1, 2010, as required, aed dot believe it will have a significant impaatits financial
statements.

In June 2009, the FASB issued FASB Statement B9, Amendments to FASB Interpretation No. 46 (R)
(“SFAS No. 167"), amending the consolidation guicarfor variable-interest entities under FIN 46 (Rhe
amendments include: (1) the elimination of the eptom for qualifying special purpose entities, é&2)ew approach
for determining who should consolidate a variablefiest entity, and (3) changes to when it is resrgg40 reassess
who should consolidate a variable-interest enfityis Statement is effective for financial statensdasued for fiscal
years periods beginning after November 15, 2009jnfierim periods within that first annual repogiperiod and
for interim and annual reporting periods thereafiarlier application is prohibited. The Companyi wdopt SFAS
No. 167 on January 1, 2010, as required, and doedelieve it will have a significant impact on fimancial
statements.

In June 2009, the FASB issued FASB Statement N&'. The FASB Accounting Standards Codification and
the Hierarchy of Generally Accepted Accounting Bipfes—a replacement of FASB Statement No. 162"t Thik
become the source of authoritative U.S. generaltgpted accounting principles (GAAP) recognizedhsy FASB
to be applied by nongovernmental entities. Ruled amterpretive releases of the Securities and BExgba
Commission (SEC) under authority of federal semsitaws are also sources of authoritative GAAP $&C
registrants. On the effective date of this Statdm#re Codification will supersede all then-exigtinon-SEC
accounting and reporting standards. All other namdfathered non-SEC accounting literature notuiet! in the
Codification will become non-authoritative. Thisafment is effective for financial statements igstg interim
and annual periods ending after September 15, 208® Company will adopt this statement during thiedtquarter
of 2009. The implementation of this standard witit have a material impact on our consolidated firen
statements.

The third Staff Position, FSP FAS 107-1 and APB12&terim Disclosures about Fair Value of Financial
Instrumentg“FSP FAS 107-1 and APB 28-1") increases the fezmy of fair value disclosures from annual only to
quarterly. The FSP is effective for interim periaglsding after June 15, 2009, with the option tdyeadopt for
interim periods ending after March 15, 2009. FSFSF®7-1 and APB 28-1 became effective for the Caysa
financial statements as of June 30, 2009 and dithane a significant impact on the Company's fimgrstatements.

FASB issued FSP FAS 115-2 and FSP FAS 12Re&tognition and Presentation of Other Than Temporar
Impairments FSP FAS 115-2 and FSP FAS 124-2 are effectivénterim and annual periods ending after June 15,
2009, with early adoption permitted for periods iegdafter March 15, 2009 and the Company decidedatdy
adopt these two FSPs. Under these FSPs, the Cgnagd@rmines if it has (1) the intent to sell tmydstment
Securities, (2) it is more likely than not thawitl be required to sell the securities before reg, or (3) it does not
expect to recover the entire amortized cost bastheoInvestment Securities. Further, the secusitsgnalyzed for
credit loss (the difference between the presentevaf cash flows expected to be collected and thertized cost
basis). The credit loss, if any, will then be rgaized in the statement of earnings, while theraaof impairment
related to other factors will be recognized in otimcome. The implementation of this standard it expected to
have an impact on the Company’s financial statement

In October 2009, the FASB issued ASU No. 2009“Mjltiple Element Adjustmentsiyhich modifies
accounting for multiple element arrangements byirgtg that the separation of the arrangementsased on
estimated selling prices based on entity specffsuimptions rather than fair value, eliminatingrésidual method
of allocation and requiring additional disclosurekted to such arrangements. The standard istietfec
prospectively for arrangements entered into or rishe modified in fiscal years beginning on oreftlune 15,
2010. The Company is currently evaluating the innpédadopting ASU 2009-13.

Also in October 2009, the FASB issued ASU No. 20d9-‘Certain Revenue Arrangements That Include
Software Elements”which amends software revenue recognition guiddnceliminate from its scope tangible
products containing software components that foncttogether to deliver the tangible product's eBakn
functionality and to provide guidance on how tooedite arrangement consideration to deliverablesann
arrangement that contain both tangible products softivare. The standard is effective prospectidetyrevenue
arrangements entered into or materially modifiefisnal years beginning on or after June 15, 20t& Company
is currently evaluating the impact of adopting A3009-14.

@) Subsequent Events



We have evaluated our subsequent events througarilmer 13, 2009, which is the date of the Company’s
quarterly report on Form 10-Q, of which these fitciahstatements are a part.

On October 29, 2009, Axcess entered into certanvexible notes with several institutional or othise
accredited investors including Amphion Innovatiphs an affiliate of the Amphion Group, our majgrit
shareholder. The aggregate principal of the nist&4,754,187 and is unsecured (the "Convertibledlp. The
Convertible Notes have a five percent per annunplgirimterest rate and will become due on Decemhbe314.
The Convertible Notes are convertible into 3,508,8@mmon shares of Axcess at the option of eatheofolders.
As part of the consideration for the Convertibledgy Axcess also issued to the note holders wartargurchase an
aggregate of 1,754,187 common shares with an eseepeice of $0.75. The warrants expire on DecerBbep014.

A portion of the new Convertible Notes was issuattlie conversion and retirement of older convéstib
notes currently held by Amphion Innovations plceTrincipal of the notes converted was $1,038,2ic3had
accrued interest of $80,914. Of the $635,000 bhew cash, $135,000 has been advanced and Ampha®agreed
to fund the remaining $500,000 on or before Novanilag 2009. The $500,000 of net new cash commiited
Amphion has not been advanced. However, Amphisrréeonfirmed that it intends to fund the $500,b6fbre
December 31, 2009 in $100,000 increments. Axcasslso received commitments for an additional FXEDfrom
additional investors who have also agreed to adv#me cash no later than December 31, 2009.

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 “fordidmoking statements” within the meaning of Section
27A of the Securities Act of 1933, as amended {(8ecurities Act”), and Section 21E of the SecusitiExchange
Act of 1934, as amended, which can be identifiedth®y use of forward-looking terminology such as,a$ni
“expect,” “could,” “plan,” “seek,” “anticipate,” “stimate,” or “continue” or the negative thereofadher variations
thereon or comparable terminology.

” o ” o ” o

These forward-looking statements are subject tmuarisks and uncertainties that could cause hotsalts
to differ materially from those referred to in tfeward-looking statements and are made pursuathed'safe-
harbor” provisions of the Private Securities Litiga Reform Act of 1995. These statements are niebed on
management’s current expectations or beliefs ak agehssumptions made by, and information currestbilable
to, management.

A variety of factors could cause actual resultglifeer materially from those anticipated in the Quemny’s
forward-looking statements, including the followifigctors: changes from anticipated levels of saesess to
capital, future national or regional economic awodhpetitive conditions, changes in relationshipshvdustomers,
difficulties in developing and marketing new protijenarketing existing products, customer acceptari@xisting
and new products, validity of patents, technologidaange, dependence on key personnel, availakolitkey
component parts, dependence on third party manufst vendors, contractors, product liability, uasy to or
other disruption of the production facilities, dgdaand disruptions in the shipment of the Compapsésluct, and
the ability of the Company to meet its stated bessngoals. For a detailed discussion of theseotiredt cautionary
statements and factors that could cause actualtsasudiffer from the Company's forward-lookingagtments,
please refer to the Company’s filings with the Sii@s and Exchange Commission, especially “Iteréscription
of Business” (including the “Risk Factors” secti@initem 1) and “ltem 6. Management’s Discussion Andlysis of
Plan of Operation” of the Company’s 2008 Annual &épn Form 10-K.

Readers are cautioned not to place undue reliancéhese forward-looking statements, which reflect
management’s analysis only as of the date heréaf.Jompany does not undertake any obligation tdigylevise
these forward-looking statements to reflect eventsircumstances that arise after the date heRediders should
carefully review the risk factors described in atlimcuments the Company files from time to timehwihe
Securities and Exchange Commission.

Recent Developments: Going Concern and Liquidity @blems

We do not have sufficient working capital to sustaur operations. We have been unable to generate
sufficient revenues to sustain our operations. Vilehave to obtain funds to meet our cash requirgme¢hrough
business alliances, such as strategic or financasactions with third parties, the sale of sdi@sior other
financing arrangements, or we may be required ttaitwour operations, seek a merger partner, ok peetection
under federal bankruptcy laws. Any of the foregoingy be on terms that are unfavorable to us odu&atageous
to existing stockholders. In addition, no assuraneg be given that we will be successful in raisidglitional funds
or entering into business alliances.



Our auditors have included an explanatory paragnapheir audit opinion with respect to our condatied
financial statements at December 31, 2008. Thegpapa states that our recurring losses from opmratand
resulting continued dependence on access to ekfaraacing raise substantial doubts about ourightib continue
as a going concern. Furthermore, the factors lggidirand the existence of the explanatory paragneghadversely
affect our relationship with customers and supplard have an adverse effect on our ability toinltaancing.

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, convertibletdand short-term bridge loans from stockholdersmteet our
working capital requirements. At September 30, 208®had a working capital deficit of $3,320,490.

Our operations generated a loss in 2009. Our cashedsed $29,441 during the nine months ended
September 30, 2009. We funded operations with frash operations and convertible notes. No asseraan be
given that such activities will continue to be dahble to provide funding to us. Our business gl@an2009 is
predicated principally upon the successful markethour RFID products. We anticipate that our #xgworking
capital resources and revenues from operationsnaillbe adequate to satisfy our funding requiremémoughout
2009.

Our working capital requirements will depend upoanm factors, including the extent and timing of our
product sales, our operating results, the statusoofipetitive products, and actual expenditures ednues
compared to our business plan. We are currentlgrgapcing declining liquidity, modest profits fromperations and
small positive cash flows, which make it difficéitir us to meet our current cash requirements, dicty payments
to vendors, and may jeopardize our ability to awnti as a going concern. We intend to address quidity
problems by controlling costs, seeking additionahding (through capital raising transactions andirmss
alliances) and maintaining focus on revenues atidatimns.

If our losses continue, we will have to obtain farid meet our cash requirements through businkseas,
such as strategic or financial transactions wittdtparties, the sale of securities or other finag@rrangements, or
we may be required to curtail our operations, seekerger partner, or seek protection under fedmakruptcy
laws. Any of the foregoing may be on terms thatwariavorable to us or disadvantageous to existiogkkolders.
In addition, no assurance may be given that wehveilsuccessful in raising additional funds or eénteinto business
alliances.

Results of Operations
Three Months Ended September 30, 2009 Compared tchifee Months Ended September 30, 2008

Sales and Gross ProfiBales for the three months ended September 89, @6re $213,164 and for the three
months ended September 30, 2008 were $511,190t ofasles for the three months ended SeptembeP @9
were $133,741 and for the three months ended Sépte@®, 2008 were $250,898. The gross profit fier three
months ended September 30, 2009 was $79,423 arig2e26for the three months ended September 30,. 2063
majority of the decrease in sales is a result eftittming of three large sales during the third tpranf 2008 that were
not repeated during 2009. The gross margin perenthe three months ended September 30, 20093%&s
compared to 51% for the same period in 2008. Dt gross margin percent was a result of the ptochix
change with more sales coming from tags which heewer gross margin percent. We continue to exfee
margin will continue to be stable in the 40% to 5@#bge.

Operating Expense®perating expenses were $784,995 for the threghaended September 30, 2009 and
$1,112,811 for the three months ended Septembe20®®B. Overall operating expenses were down dwepériod.
The decrease relates to the timing of the developroé our next generation product and the closifigoar
California office and lower selling expenses.

Research and development expenses were $257,13Refdhree months ended September 30, 2009 and
$451,274 for the three months ended September0®B. 2The majority of the decrease relates to hsing of our
California location and the timing of the developihef the next generation RFID product.

Corporate general and administrative expenses $@64,599 for the three months ended September 30,
2009 and $359,703 for the three months ended Séptedd, 2008. The expenses are basically flat dmtvthe two
periods.

Selling and marketing expenses were $160,550 #othttee months ended September 30, 2009 and $298,85
for the three months ended September 30, 2008. mEjerity of the decrease relates to lower salaga result of
reduced headcount in the selling and marketing, asghiction in travel expenses, fewer trade shawesraduced
advertising expenses.



Depreciation and amortization expenses were $5{@0%he three months ended September 30, 2009 and
$2,979 for the three months ended September 3@. 208e increase is related to increase equipnmattias been
purchased for the development of our new product.

Other expenses, néDther expenses, net, were $53,776 for the thm@hm ended September 30, 2009 and
$100,296 for the three months ended September (BIB. Anterest expense was $47,059 lower duringthihee
months ended September 30, 2009, compared to the thonths ended September 30, 2008, reflectingriow
expense associated with warrants that were issithdive convertible notes.

Net loss Net loss was $759,348 for the three months er@atember 30, 2009, compared to a loss of
$952,815 for the three months ended September(8®.2The decrease is mainly related to a declieassearch
and development relating to the next generatiordyeb development, lower interest expense and |aeding
expenses and an decrease in gross margin due ¢o $aes.

Preferred Stock dividend requirementBreferred Stock dividend requirements were $0 lioeg months
ended September 30, 2009 and $39,883 for threehmenided September 30, 2008. This decrease ssilh oéthe
2003B Preferred shares being converted to commauigri, 2009.

Nine Months Ended September 30, 2009 Compared to i Months Ended September 30, 2008

Sales and Gross ProfitSales for the nine months ended September 8@, @@re $4,452,681 and for the
nine months ended September 30, 2008 were $1,1750@st of sales for the nine months ended Sepesl
2009 were $1,677,644 and for the nine months eBagdember 30, 2008 were $615,494. The gross [foofihe
nine months ended September 30, 2009 was $2,77&G8%559,528 for the nine months ended Septenther 3
2008. The majority of the increase in sales issaltef the Trinidad Contract awarded in Janualy®20The gross
margin percent for the nine months ended SepteB8Me2009 was 62% compared to 48% for the samegario
2008. The higher gross margin percent was a rebtlie Trinidad contract. We continue to expaat averall
margin will continue to be stable in the 40% to 5G#ge.

Operating Expense®perating expenses were $3,004,890 for the norén ended September 30, 2009
and $3,917,011 for the nine months ended SepteBh&@008. The majority of the decrease relatekediming of
the development of our next generation productelogxpenses relating to the closing of the Calitoaifice and
increased selling expenses as a result of thedBdhcontract.

Research and development expenses were $805,78&foine months ended September 30, 2009 and
$1,858,962 for the nine months ended Septembe&2®IB. The majority of the decrease relates tdithiag of the
development of the next generation RFID productraddiced expenses due to the closure of our Qailifaffice.

Corporate general and administrative expenses $&096,522 for the nine months ended September 30,
2009 and $1,105,511 for the nine months ended Bé@e30, 2008. The decrease is related to redavedtor
relation expenses, lower stock compensation expémser salary expense due to lower headcount andrl
advisory fees. Offset by higher legal expenselaghler lease expense.

Selling and marketing expenses were $1,087,20théonine months ended September 30, 2009 and
$942,597 for the nine months ended September 3. 2the majority of the increase relates to inaedaselling
expense relating to the Trinidad contract. Offsetower salary expense due to a headcount reduatid lower
advertising and tradeshow expenses.

Depreciation and amortization expenses were $15@t3he nine months ended September 30, 2009 and
$9,941 for the nine months ended September 30,.2008 increase is a result of additional equipnpemthased
and used for the production of the new Dot product.

Other expenses, nédther expenses, net, were $173,594 for the nmhms ended September 30, 2009 and
$392,537 for the nine months ended September 3R. 20terest expense was $163,122 lower duringitte
months ended September 30, 2009, compared tortkamdnths ended September 30, 2008, reflectintptiner
expense associated with the warrants that weredssith the convertible notes. The gain on versggtlements
was also increased by $55,821.

Net LossNet loss was $403,447 for the nine months enagdeghber 30, 2009, compared to $3,750,020 for
the nine months ended September 30, 2008. Theat®eis mainly related to a decrease in researth an
development relating to the next generation prodegelopment and an increase in gross margin megtaging to
the Trinidad Contract.

Preferred Stock dividend requirement®referred Stock dividend requirements were $95,2683nine
months ended September 30, 2009 and $919,100 rier months ended September 30, 2008. During 2008 we
expensed $558,686 related to the 2008 Preferretyamftering and $171,984 related to the 2003B enafd equity



offering. Recurring preferred Stock dividend requoients were $95,263 and $188,430 in 2009 and 2008,
respectively.

Other

Inflation. During the last two fiscal years inflation had had, and is not expected to have during thisafisc
year, a material impact on the operations and €i@mondition 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 chiefafigial officer are responsible for establishing and
maintaining disclosure controls and proceduregiferCompany.

(a) Evaluation of Disclosure Controls and Proceslure

Under the supervision and with the participationoof management, including our principal executive
officer and chief financial officer, we evaluatdueteffectiveness of the design and operation of disclosure
controls and procedures, as defined in Rules 18)}knd 15d-15(e) under the Securities Exchangeofd934
(“Exchange Act”), as of September 30, 2009. Baseths evaluation, our principal executive offiard our chief
financial officer concluded that, as of the endtlwé period covered by this report, our disclosuratmls and
procedures were not effective and not adequatedigded to ensure that the information requiredealisclosed by
us in the reports we submit under the ExchangesAecorded, processed, summarized and reportéihvtite time
periods specified in the applicable rules and foamd that such information was accumulated and aamizated to
our chief executive officer and chief financial ioffr, in a manner that allowed for timely decisimegarding
required disclosure.

Based on our evaluation, management has conclid¢atir internal control over financial reportingsvnot
effective as of September 30, 2009. Managementdesarmined that (i) we are unable to maintain theper
segregation of various accounting and finance ditexause of our small size and limited resouf@gsuch of the
financial closing process is done off-line on alecic spreadsheets that are maintained on indiVichraputers and
are not backed up and (iii) based on our staffigrely on our Chief Financial Officer to providesggnificant
amount of our compensating controls.

We intended to remediate these material weaknehsiisg 2009 however; liquidity issues prevented us
from making changes. Therefore, we intend to axfdtkeses material weaknesses during the secondf f2409.
Notwithstanding these material weaknesses, weJgetieat our financial conditions, results of opierad and cash
flows presented in this report of Form 10-Q ardygiresented in all material respects.

(b) Changes in Internal Controls

During the period ended September 30, 2009, thasekeen no change in internal control over findncia
reporting that has materially affected, or is rewddy likely to materially affect our internal cook over financial
reporting.

PART Il. OTHER INFORMATION

Item 1. Legal Proceedings

Axcess is engaged in a number of lawsuits with exiprately four vendors and one customer who claim
they are owed amounts from $500 to $45,000, whigdregates in total $75,676. We are currently defendr
seeking to settle each of the vendor’s and custafagns. At September 30, 2009, we had accruedi¢fiaquent
amounts we expect to be liable for, for the claitascribed in this paragraph.

Item 1A. Risk Factors

Not required

Item 2. Unregistered Sales of Equity Securities andse of Proceeds



During the three months ended September 30, 20€9,CGompany issued unregistered securities in
connection with the transactions described bel®tve proceeds were used for general working catplirements.
The issuance of stock was exempt from the registraequirements of the Securities Act, as amermjedrtue of
Section 4(2) thereof, as transactions not invohangublic offering and an appropriate restrictiggdnd was affixed
to the stock certificates.

Common Stock

On May 1, 2009 the Board elected to pay all accdieidiends with additional shares. Therefore, $33Q,
of accrued dividends were paid by issuing 855,%éfes of restricted Axcess common shares.

On July 1, 2009, as a result of the profitable tpragnded June 30, 2009, all the 2003B PreferreckStas
converted to common stock, which resulted in theasce of 1,565,000 common shares to the formeB8E200
preferred stock holders. The actual stock certfisaepresenting the common stock will be issuethbyCompany
through its transfer agent during the third quarter

Stock Options

During the three months ended September 30, 2089Cihmpany had 463,875 stock options expire
unexercised. The options strike price ranged @10 to $2.69.

Item 3. Defaults Upon Senior Securities

None

Item 4. Submission of Matters to a Vote of SecurityHolders

None

Item 5. Other Information

None

Item 6. Exhibits and Reports on Form 8-K

(a) Exhibits:
Exhibit No. Description

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

31.2 Certification of our Vice President, Chief Finard@fficer, Secretary and Principal
Accounting and Financial Officer, under Section 82he Sarbanes-Oxley Act of 2002.

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

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

Accounting and Financial Officer, under Section @6he Sarbanes-Oxley Act of 2002.
99.1 November 13, 2009 Axcess International Rspmird quarter 2009 earning results




SIGNATURES

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

AXCESS INTERNATIONAL INC.,
Registrant

/s ALLAN GRIEBENOW

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

/s/ ALLAN L. FRANK

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

November 13, 2009



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

I, Allan Griebenow, certify that:

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

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

3. Based on my knowledge, the financial statements odimer financial information included in this gteaty
report, fairly present in all material respectsfihancial condition, results of operations andhctisws 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 maintainingldgae
controls and procedures (as defined in ExchangdrAitgs 13a-15(e) and 15d-15(e)) and internal ctstro
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 proceduressiore that material information relating to the
registrant, including its consolidating subsidiariess made known to us by others within those
entities, particularly during the period in whidhg quarterly report was prepared;

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

c) presented in this quarterly report our conclusialmsut 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 evaludatidhg
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 ogigna 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 matieweaknesses 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 catdr and

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

Date: November 13, 2009

/s/ ALLAN GRIEBENOW

Allan Griebenow, Pdesit and Chief Executive Officer
(Principal Exeiet 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

I, Allan Frank, certify that:

Date:

I have reviewed this quarterly report on Form 18{@xcess International, Inc.;

Based on my knowledge, this quarterly report dagsantain any untrue statement of a material dact
omit to state a material fact necessary to maksttitements made, in light of the circumstancegund
which such statements were made, not misleadirtyre#tpect to the period covered by this quarterly
report;

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

The registrant’s other certifying officers and ¢ aesponsible for establishing and maintainingldgae
controls and procedures (as defined in ExchangdRAites 13a-15(e) and 15d-15(e)) and internal cétro
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 proceduressiore that material information relating to the
registrant, including its consolidating subsidiariss 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’sldssire controls and procedures as of the end of
the period covered by this quarterly report (ifvaluation Date"); and

c) presented in this quarterly report our conclusiaimsut 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 evaluatidhe
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 ogigna 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 cofgr and

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

November 13, 2009

/sl ALLAN L. FRANK

Allan L. Frank, Vice Prdsit, 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 AXCES8ernational Inc. (the Company”) on Form 10-Q for the
period ended September 30, 2009, as filed withSbeurities and Exchange Commission on the dateohéte

“Report™), |, Allan Griebenow, President, Chief Executi@dficer and Principal Executive Officer of the Coamy,

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

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

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

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

Dated: November 13, 2009



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 AXCES8ernational Inc. (the Company”) on Form 10-Q for the
period ended September 30, 2009, as filed withSbeurities and Exchange Commission on the dateohéte
“Report”), I, Allan L. Frank, Vice President, Chief Finaak Officer, Secretary and Principal Accounting and
Financial Officer of the Company, certify, pursusamtl8 U.S.C. § 1350, as adopted pursuant to $e806 of the
Sarbanes-Oxley Act of 2002, that to my knowledge:

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

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

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

Dated: November 13, 2009



Exhibit 99.1

Dallas — November 13, 2009 — Axcess International Inc., (OTCBB: AXSI) a leading provider of
wireless credential systems for business activity monitoring and control, today reported results
for the third quarter ending September 30, 2009.

Highlights for the Third Quarter Ended September 30, 2009

» Third Quarter 2009 Revenue of $.2MM down $2.9MM over Second Quarter 2009

* Year To Date 2009 Revenue of $4.4MM up $3.3MM versus Year To Date 2008 due to
large international order completed in June 2009

» Record revenue forecasted for CY 2009 based on port contract total of $3.54MM

* Year To Date loss of $0.8MM, or $0.02 per share for Q3 2009

» Gross margin percentage of 62% Year To Date 2009

* In 3Q 2009, an entry level Wireless Credential product bundle was introduced into the
new security market distribution channel for greater sales leverage

* In 3Q 2009, Axcess Announced it has become a Marketing Partner and Licensee of
Genuine HID proximity access control technology to be the first to provide standard
access control and advanced workforce applications in a single credential

» Axcess’ Patented MicroWireless technology continues to demonstrate competitive
advantages and opportunities for future innovations

“As we highlighted last quarter, our 2009 financials continue to be dominated by our Caribbean
Port Security Initiative,” said Allan Griebenow, president and CEO of Axcess. Mr. Griebenow
further stated, “Following a second successful implementation on the world stage last spring, we
are working to further replicate our physical infrastructure security wins in the U.S., in the region,
and farther abroad. In the quarter, we took steps to position our Dot™ Wireless Credential line
for sale through traditional physical security market channels where it is unique in providing
multiple advanced workforce management application solutions in and around business
facilities. We implemented an entry level product bundle so integrators can more easily buy our
solution through security distributors. We became a marketing partner of HID, and successfully
licensed and embedded their worldwide dominant proximity access control technology into our
Wireless Credential to provide the world’s first single card solution for both access and
advanced internal applications. Our plan now is to build our integrator sales channel for greater
sales leverage. We are well positioned for growth in 2010 as we continue to focus on making our
wireless credential the world’s next generation business credential.”

Corporate and Industry Developments

Axcess’ systems for business and government use specialized MicroWireless technology to
wirelessly enable “things” for real-time business activity monitoring, automation and control
solutions. The systems directly increase productivity, security and safety and offer short term
ROls in virtually all industries.

Axcess transforms common manual identification products into wireless devices capable of
automated identification, tracking and sensing. As an example, Axcess transforms manual
access control badges into wireless personnel credentials for advanced workforce management,
safety and security. These include applications such as high speed access control, internal
security tracking, emergency evacuation management, automatic asset protection and visitor
tracking for security and compliance reporting. Systems are also used for contractor time and
attendance data collection, safety tracking and compliance reporting, as well as workforce time
and motion data collection for business process improvement and business intelligence
initiatives.



The Port contract won and implemented early in the year was successfully completed, and
Axcess has been credited for its role in successfully securing the facility and the 34 heads of
state participating in the Fifth Summit of the Americas April conference in Trinidad. Systems
include visitor and vehicle tracking, emergency evacuation accounting, internal zonal security,
wireless WMD sensing, various security scanners and other equipment designed to enhance
security solutions and resources. The Company continues to work toward replicating its
successes at additional ports, airports and other critical infrastructure facilities worldwide.

To leverage its success in Wireless Credential applications the Company introduced its Dot™
Wireless Credential product into the security distribution sales channel as a bundled system so
existing proximity access control systems can be easily expanded into advanced workforce
management solutions for improving security, safety, compliance reporting and efficiency.
Wireless Credentials provide businesses visibility into the location and status of their labor and
assets inside their operations.

Wireless Credentials have proven to provide near immediate return on investment for customers
as part of the rapidly growing $9 billion worldwide market for access control systems. Axcess
announced in the quarter it has entered into a license agreement with HID Global to use HID
proximity technology in the Axcess’ Dot™ Wireless Credential product. Axcess’ Dot™ Wireless
Credential encompasses local location identification, tracking and control capabilities. HID
proximity technology is recognized as the industry standard for low frequency physical access
control. By combining HID Global's strength in secure credentialing with Axcess’ solutions, a
single secure credential can be used to cost-effectively and conveniently solve additional
business problems throughout an enterprise.

Axcess’ Dot™ Wireless Credential product is designed to enable existing proximity access
control systems to be expanded easily beyond the front door into advanced workforce
management solutions inside for improving security, safety, compliance reporting and efficiency.
Wireless Credentials provide businesses real time visibility into the location and status of their
labor and assets inside their operation. Wireless Credentials also enable numerous applications
that have proven to provide near immediate returns for customers across multiple industry
segments. Axcess is authorized to use HID technology and applicable patents in its Wireless
Credentials under the Genuine HID Technology™ program.

MicroWireless communications has been proven to represent the technological sweet spot
where autonomous wireless identification and data transfer are best enabled in very small, low
cost battery-powered devices. Regardless of their hardware platform or form factor, devices or
tags commonly called Dots™ operate in their own wireless frequency and are designed
specifically for the unique need, independent from interference and unobtrusive to backbone
networks. For these uses, MicroWireless eclipses other wireless technologies such as cell
phones, EPC-RFID, Ultra-Wideband (UWB), Zig-Bee, Wi-Fi and Bluetooth which are not suited
to the automated monitoring of personnel and assets in the enterprise because of unacceptable
cost, size, reliability, infrastructure and power consumption constraints.

The core technology is supported by a strong intellectual property foundation of patents and
filings. The Company believes this portfolio will continue to open up opportunities for IP
monetization and strategic partnerships in the near term and long into the future.

Bringing to market the complete set of innovative functions of MicroWireless creates an open
architecture for multiple sources of data to be acquired to deliver previously inaccessible
information 24/7 in real-time. These innovation and growth efforts continue to be supported by
our shareholders and by key financial advisor, Amphion Innovations plc.

Third Quarter and First Nine Months of 2009 Financial Results




Revenue was $213,164 for the three months ended September 30, 2009 compared to $511,190
for the three months ended September 30, 2008. Revenue for the Nine months of 2009 was
$4,452,681 compared to $1,175,022 for the same period in 2008. The increase in sales is a
result of the Trinidad Contract awarded in January 2009. Add-on sales that are considered by
the Company to represent a form of recurring revenue was 73% of total sales in the third quarter
2009 and 41% for the nine months of 2009.

Gross margin was 37% or $79,423 in the third quarter 2009 as compared to 51% or $260,292 in
the 2008 period, and 62% or $2,775,037 in the nine months of 2009 as compared to 48% or
$559,528 in the nine months of 2008. The year to date increase in gross margin was due to a
change in product mix as a result of the Trinidad Contract awarded in January 2009.

Research & Development (R&D) expenses for the third quarter totaled $257,137, compared to
$451,274 in the prior year period and $805,736 for the nine months of 2009, compared to
$1,858,962 for the nine months of 2008. The decrease in R&D is due to the timing of the
development of the next generation RFID product which we continue to expense as it is
incurred.

Selling, Marketing, General and Administrative (S, M, G & A) expenses for the third quarter
totaled $522,149, as compared to $658,558 in the prior year period and $2,183,723 for the nine
months of 2009, as compared to $2,048,108 for the nine months of 2008. The majority of the
increase relates to an increased selling expense relating to the Trinidad contract.

Other expenses for the third quarter of 2009 totaled $53,776, as compared to $100,296 for the
prior year period in 2008 and $173,594 for the nine months of 2009 compared to $392,537 for
the nine months of 2008. The majority of the decrease relates to the decreased interest expense
recorded in connection with the issuance of warrants to the convertible notes issued during
2008.

Net loss for the third quarter of 2009 was $759,348 as compared to $952,815 in the prior year
period and $403,447 for the nine months of 2009 as compared to $3,750,020 in the nine months
of 2008. The decrease in the net loss is mainly related to the increased margin contribution of
the Trinidad contract, lower research and development expenses and lower interest expense.

Recurring preferred stock dividend requirements for the third quarter of 2009 was $0 and
$39,883 for 2008 and $95,263 for the nine months of 2009 and $188,430 for the nine months of
2008. Axcess also recorded a one-time dividend of $558,686 and $171,984 for the preferred
stocks issued during the nine months of 2008.

Net loss applicable to common stock for the 2009 third quarter was $759,348, or $0.02 per
share, compared to a loss of $1,164,682 or $0.04 per share, for the third quarter of 2008 and
$498,710 or $0.02 per share for the nine months of 2009 compared to $4,669,120 or $0.16 per
share for the same period in 2008.

Conference Call

In conjunction with the earnings release, Axcess invites you to listen to its conference call
Friday, November 13, 2008 at 12:00 p.m. (Eastern). To participate in the call, domestic callers
can dial (888) 713-4213 and international callers can dial (617) 213-4865 and enter the
reservation code “95282225.” Participants should dial into the call about 10 minutes prior to the
start time.

For those unable to attend the live conference call, a replay will be available by dialing (888)
286-8010 for domestic callers and (617) 801-6888 for international callers and entering the
replay code “56556313." The replay will be available for one month beginning approximately



two hours after the end of the call. There is no charge for participants to access the live event or
replay.

The conference call and replay dial in information is also available at Axcess’ Website at
WWW.axcessinc.com.

About Axcess International Inc.

Axcess International Inc. (OTCBB: AXSI) provides wireless business activity monitoring
solutions including its intelligent Wireless Credentials for business encompassing local location
identification, tracking and control capabilities. Using its patented MicroWireless™ technology
platform, the complete system solutions supersede existing manual personnel badges by
automating various workforce management tasks that increase productivity, security, safety and
business intelligence. Real-time data from labor activities also enable previously unattainable
business intelligence and analytics initiatives. MicroWireless — based on active RFID principles —
is the economic and technological sweet spot for autonomously-powered low cost, miniature,
remote communication devices. Axcess is a portfolio company of Amphion Innovations plc
(AIM: AMP). Additional information on Axcess is available on the Company's Web site at
WWW.axcessinc.com.

Contacts

Public Relations Axcess Contact Investor Relations

Driver Public Relations Axcess International EPOCH Financial Group
Kenni Driver Allan Frank, CFO James Kautz
972.978.6455 972.407.6080 888.654.5318
kenni.driver@driverpr.com afrank@axcessinc.com jkautz@epochfinancial.com

This release contains forward-looking statements as defined in Section 21E of the Securities

Exchange Act of 1934, including statements about future business operations, financial

(tables to follow)

Source: Axcess International, Inc.




AXCESS INTERNATIONAL INC.
CONSOLIDATED BALANCE SHEETS
(Unaudited)

September 30, December 31,
2009 2008
ASSETS
Current assets:
Cash and cash equivalents $ 80,833 $ 51,392
Accounts receivable - trade, net of allowance faututful accounts of
$30,132 and $27,424 for 2009 and 2008, respectively 130,212 92,844
Inventory, net 74,874 142,782
Prepaid expenses and other 61,971 43,100
Total current assets 347,890 330,118
Property, plant and equipment, net 19,705 18,969
Deferred debt issuance costs 14,062 18,750
Other assets 45,737 53,062
Total assets $ 427,394 $ 420,899
LIABILITIES AND STOCKHOLDERS'’ DEFICIT
Current liabilities:
Accounts payable (includes $2,891 and $18,645 reitited party in
2009 and 2008, respectively) $ 765,018 $ 905,354
Accrued liabilities 385,106 502,566
Accrued interest 1,271,816 1,112,862
Deferred revenue 14,652 22,222
Notes payable (includes $1,038,273 with a relattypn 2009 and
2008) 1,200,273 1,200,273
Dividends payable 31,515 280,394
Total current liabilities 3,668,380 4,023,671
Notes payable (includes $393,787 with a relatetypar2009 and
2008), net of discount of $0 and $13,092 in 2009 2008,
respectively 2,696,346 2,683,254
Total liabilities 6,364,726 6,706,925

Commitments and contingencies
Stockholders’ deficit:
Convertible preferred stock, 10,000,000 sharesosizitd in 2009 and
2008. Without liquidation preferences; $0.01 yalue, 4,550,211
and 6,125,211 shares issued and outstanding in 2@D2008,
respectively 45,502 61,252
Common stock, $.01 par value, 70,000,000 sharé®anéd in 2009
and 2008; 33,642,593 shares issued and outstaimd2@P9 and

31,204,931 shares issued and outstanding in 2008. 336,426 312,050
Additional paid-in capital 166,480,699 165,641,922
Accumulated deficit (172,799,959) (172,301,250)

Total stockholders’ deficit (5,937,332) (6,286,026)

Total liabilities and stockholders’ deficit $ 427,394 $ 420,899




AXCESS INTERNATIONAL INC.
CONSOLIDATED STATEMENTS OF OPERATION
(Unaudited)

Three Months Ended Nine Months Ended
September 30, September 30,
2009 2008 2009 2008
Sales $ 213,164 $ 511,190 $ 4,452,681 $ 1,175,022
Cost of sales 133,741 250,898 1,677,644 615,494
Gross profit 79,423 260,292 2,775,037 559,528
Expenses:
Research and development 257,137 451,274 885,7 1,858,962
General and administrative 361,599 359,703 1,096,522 1,105,511
Selling and marketing 160,550 298,855 1,087,20 942,597
Depreciation and amortization 5,709 2,979 15,431 9,941
Operating expenses 784,995 1,112,811 3,004,890 3,917,011
Loss from operations (705,572) (852,519) (229,853) (3,357,483)
Other income (expense):
Interest expense (55,453) (102,512) (233,949) (397,071)
Gain on vendor settlements 1,677 2,216 60,355 4,534
Other income (expense), net (53,776 ) (100,296 )173,694) (392,537)
Net loss (759,348 ) (952,815 ) (403,497 (3,750,020)
Preferred stock dividend requirements:
Recurring — (39,883) (95,263) (188,430)
2008 Preferred equity offering — — — (558,686)
2008B Preferred equity offering — (171,984) — (171,984)
Preferred stock dividend requirements — (211,867 (95,263) (919,100)
Net loss applicable to common stock %759,348 ) $(1,164,682 ) $ (498,710) $ (4,669,120)
Basic and diluted net loss per share $ (0.02) % (0.04 ) % (0.02) $ (0.16)

Weighted average shares of common stock
outstanding 33,625,582 30,813,627 32,213,284 29,932,137




