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PART I  

Forward Looking Statements 

This annual report on Form 10-KSB includes "forward-looking statements" within the meaning of Section 27A of the 
Securities Act of 1933, as amended (the "Securities Act"), and Section 21E of the Securities Exchange Act of 1934, as amended 
(the "Exchange Act"), which can be identified by the use of forward-looking terminology such as "may," "can," "believe," 
"expect," "intend," "plan," "seek," "anticipate," "estimate," "will," or "continue" or the negative thereof or other variations 
thereon or comparable terminology.  All statements other than statements of historical fact included in this annual report on Form 
10-KSB, including without limitation, the statements under "Item 1. Description of Business" and "Item 6. Management©s 
Discussion and Analysis or Plan of Operation" and located elsewhere herein regarding the financial position and liquidity of the 
Company (defined below) are forward-looking statements.  Although the Company believes that the expectations reflected in 
such forward-looking statements are reasonable, it can give no assurance that such expectations will prove to have been correct. 
Important factors with respect to any such forward-looking statements, including certain risks and uncertainties that could cause 
actual results to differ materially from the Company©s expectations ("Cautionary Statements"), are disclosed in this annual report 
on Form 10-KSB, including, without limitation, in conjunction with the forward-looking statements and under the caption "Risk 
Factors." In addition, important factors that could cause actual results to differ materially from those in the forward-looking 
statements included herein include, but are not limited to, inability to continue as a going concern, limited working capital, 
limited access to capital, changes from anticipated levels of sales, future national or regional economic and competitive 
conditions, changes in relationships with customers, access to capital, difficulties in developing and marketing new products, 
marketing existing products, customer acceptance of existing and new products, validity of patents, technological change, 
dependence on key personnel, availability of key component parts, dependence on third party manufacturers, vendors, 
contractors, product liability, casualty to or other disruption of the production facilities, delays and disruptions in the shipment of 
the Company©s products, and the ability of the Company to meet its stated business goals. All subsequent written and oral 
forward-looking statements attributable to the Company or persons acting on its behalf are expressly qualified in their entirety by 
the Cautionary Statements. 

As used herein, references to the "Company" are to Axcess International, Inc., a Delaware corporation ("Axcess") and its 
subsidiaries. 

I tem 1. DESCRIPTION OF BUSINESS 

Recent Developments: Going Concern and L iquidity Problems 

Our auditors have included an explanatory paragraph in their audit opinion with respect to our consolidated financial 
statements at December 31, 2006. The paragraph states that our recurring losses from operations and resulting continued 
dependence on access to external financing raise substantial doubts about our ability to continue as a going concern. 
Furthermore, the factors leading to and the existence of the explanatory paragraph may adversely affect our relationship with 
customers and suppliers and have an adverse effect on our ability to obtain financing. 

We do not have sufficient working capital to sustain our operations.  We have been unable to generate sufficient revenues to 
sustain our operations. We will have to obtain funds to meet our cash requirements through business alliances, such as strategic 
or financial transactions with third parties, the sale of securities or other financing arrangements, or we may be required to curtail 
our operations, seek a merger partner, or seek protection under federal bankruptcy laws. Any of the foregoing may be on terms 
that are unfavorable to us or disadvantageous to existing stockholders. In addition, no assurance may be given that the Company 
will be successful in raising additional funds or entering into business alliances. 

See “Risk Factors”  and “Management’s Discussion and Analysis of Financial Condition and Results of Operations.”  

The Company 

Axcess International, Inc. ("Axcess" or "Company") provides Dual-Active RFID (radio frequency identification) and Real 
Time Location Systems (RTLS) for asset management, physical security and supply chain efficiencies. The battery-powered 
(active) RFID tags locate, identify, track, monitor, count, and protect people, assets, inventory, and vehicles.  The main 
applications of the Company©s systems are personnel and vehicle access control, automatic asset tracking and protection, and 
wireless sensing. The Company provides complete system solutions in homeland security markets such as air and ground 
transportation, water treatment facilities, oil and gas, power plants, as well as in the markets for data centers, retail / convenience 
stores, education, healthcare, and enterprise corporate offices. Axcess utilizes a patented technology: network-based radio 
frequency identification (RFID). The application and browser-based software options deliver critical real-time information 
tailored to each end user via the enterprise network or Internet, also providing custom alerts in the form of streaming video, e-
mail, or messages delivered to wireless devices. Our principal offices are located at 3208 Commander Drive, Carrollton, Texas, 
75006, and our telephone number is 972-407-6080. 



4 

Company Evolution 

Axcess was formed in November 1982 as Lasertechnics, Inc. Prior to 1999, Axcess, through two subsidiaries, sold high-end 
dye-sublimation card printers and high-speed laser marking equipment. During 1998, we determined that it could not be 
consistently profitable selling these products. Accordingly, in October 1998, we discontinued the operations of our 96% owned 
subsidiary, Sandia Imaging Systems Corporation, which was engaged in distributing and reselling high-end dye-sublimation card 
printers and consumables. We sold this business in December 1998. A second subsidiary, Lasertechnics Marking Corporation, 
was engaged in fabricating, distributing and selling high-speed laser marking equipment. In April 1999, we sold Lasertechnics 
Marking Corporation to affiliates of Amphion Ventures, LP, a major stockholder of ours. See also "Item 12. Certain 
Relationships and Related Transactions." 

Axcess then made a concerted effort to enter into the high technology security products marketplace, and identified RFID as 
its initial target. In September 1998, we consummated the acquisition of the RFID based intellectual property assets of ASGI, 
Inc. and Nauta, Inc., unaffiliated entities to Axcess. The intellectual property assets included a patent, trade secret rights, 
software, hardware, product designs and all other technical information necessary for us to manufacture and market RFID 
products to the access control and asset management markets. 

In July 1999, Axcess acquired another company in the security technology marketplace in the digital video or CCTV area. 
We acquired substantially all of the assets, including the network video technology, of Prism Video, Inc. Prism Video, Inc. was 
engaged in the development, design, manufacture and marketing of video security technology and video storage products. 
Axcess then hired new senior management experienced in the packaging, sales, and marketing of high technology security 
products. 

Axcess further developed the RFID and network-based streaming video technologies throughout 2002 and 2003. It also 
secured key reference accounts and established branding for its product lines during that period. In November 2001, we acquired 
all of the assets of IVEX Corporation which primarily consisted of certain patents related to video and audio processing.  The 
video patent portfolio was sold off in early 2006 and the video portion of Axcess’  business minimized.  We did retain a royalty 
free perpetual license to use the patents in our products. 

In April 2003, we changed out name from Axcess Inc. to Axcess International, Inc. 

From 2002 through 2005, we used our reference customers and our brand awareness to secure key marketing channel 
partners. These partners are important to the future revenue growth of Axcess© business due to their market presence. We believe 
that by integrating our systems into the systems of these channel partners or by selling through them, adoption of our 
technologies and products will be accelerated. Axcess has completed the integration efforts with certain channel partners and is 
in the process of integrating others. 

Sales Channels 

Axcess utilizes both indirect and direct sales model.  Axcess has five sales people who support individual sales as needed. 
The indirect sales effort is focused primarily on building and supporting system integrators as marketing channel partners 
capable of selling, installing and servicing automatic identification solutions, and access control and asset management 
applications. Other indirect outlets include distributors, specialty dealers, catalog sales organizations, and OEMs (original 
equipment manufacturers). The system integrators and dealers are responsible for the installation in almost all cases. Using 
established channels to gain widespread exposure and sales leverage is a well-utilized model in the industry.  The indirect model 
also enables the company to sell its products worldwide with minimal direct selling expense.   

The indirect sales model allows us to address multiple industry segments generically, including manufacturing, wholesale / 
distribution, retail, services, government, education and finance. The indirect sales model fits the characteristics of our product 
portfolio with other products, which become system solutions that require custom site planning and installation. Sales generally 
have multiple locations with the average revenue per system location in the tens of thousands, and are based on a new technology 
and its application to traditional security problems. By working directly with established marketing channel partners, this indirect 
model also gives us the flexibility to introduce new products and applications as they are developed.  

We work directly with the end user for certain focused large system sales opportunities. This direct selling approach enables 
us to prospect directly for selected larger transactions and reference accounts in a prudent, "opportunity driven" fashion. The 
eventual installation is still accomplished through an established channel partner.  



5 

In 2004, we began to pursue the enterprise supply chain/logistics market for RFID solutions which in 2006 resulted in a co-
development and business sharing arrangement with Stemco, a division of Enpro.  With Stemco, the Company will provide 
automated vehicle access control and wireless data collection systems for large fleets.  We also announced a recent example 
where a customer implemented a vehicle access control solution, which automatically tied the vehicle to the inventory it was 
carrying. In 2004 we announced the Onlinesupervisor middleware and software platform and its ability to operate when needed 
in a compatible fashion with the Global Electronic Product Code (EPC) RFID tagging standards.   

In 2005, we announced our system was now able to be used on a wireless local area network (LAN) and the release of our 
comprehensive physical asset management solution.  We also announced several additional reference customers using our 
system in the gaming industry, for homeland security and for attendance in a college environment. 

In 2006, we announced the strengthening of our channel partner relationship with Tyco’s ADT and SoftwareHouse 
divisions.  We also announced a successful asset management solution for PriceWaterhouseCoopers designed to protect against 
the loss of customer privacy data on laptop computers.  We implemented and announced a workforce management solution for 
Occidental Petroleum to automatically account for personnel time and attendance, location monitoring and reporting, and 
emergency evacuation. 

In late 2006, we announced the invention and development of the Enterprise DotTM.  When it is introduced later in 2007, 
Dot will be the world’s smallest single system-on-a-chip microcomputer with an embedded, software definable wireless 
capability.  The Dot will be compatible with the our existing systems for access control, asset management and sensing as well as 
the existing infrastructures for proximity access control systems and Electronic Product Code version C1G2 passive supply chain 
inventory systems. 

Par tner ing 

Axcess has signed partnering agreements with several integrators. In general, these agreements provide for the integrators 
to: sell and market Axcess’  products, favorably price Axcess© products based on the volume of  our products sold, provide 
customer service support for our products sold by the integrators, and integrate Axcess products into the integrator©s system. We 
believe this integration strategy has advantages over its prior partnership arrangements and will offer an increased opportunity 
for rapid sales growth.  

Software House, Sensormatic, KanTech, and ADT (Tyco).    In 2001, Axcess was selected by Software House as the 
preferred provider of RFID solutions for asset management. Since then, Axcess© ActiveTag™ products have been integrated into 
Tyco’s C-Cure 800 access control system which is utilized by Tyco entities Sensormatic, KanTech and ADT.  During 2004, 
ADT group delivered a new product release to its organization announcing the Axcess ActiveTagTM product line would be now 
available for sale by ADT.   

PSA Security.  In 2003, the security industry’s largest buying cooperative, PSA and Axcess agreed to partner whereby we 
would supply PSA’s approximate 135 integrators with our system solutions.  In April 2004, we demonstrated our products at 
PSA’s annual trade show in Las Vegas. 

Media Recovery.  In 2006, Axcess worked with Media Recovery to implement an asset management system at a large U.S. 
bank data center.  The solution was implemented to account for back-up and recovery data tapes and to improve the security of 
their handling.  Since then, Axcess and Media Recovery have been conducting joint sales calls on Media Recovery’s clients in 
hopes of marketing additional bank installation.  

Digital Defense.  In 2006, the Company engaged in a joint development project to add Axcess’  long range wireless tagging 
to Digital Defense’s standalone biometric card credential.  This unique card with a biometric reader on board enables personnel 
to be authenticated remotely with a small credential enabling high speed and accurate access control. 

Other Integrator  Partners 

Axcess has signed partnership agreements with Honeywell, GTSI, Anixter and Samsung USA. The Axcess system has been 
integrated into the systems provided by Tyco, Iteras, Digital Defense, and TVL, totaling four companies who actively have the 
Axcess RFID or video system embedded into their core solutions.  
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Products and Technology 

Under the ActiveTag™ label, Axcess supplies active RFID system solutions that connect directly into standard security 
systems or utilize the enterprise networks or the Internet. ActiveTag™ is a multi-use, single-system solution scaleable for small, 
medium, and large enterprises. This versatile technology has four patents awarded with applications for four additional patents 
pending. The system supports a variety of automatic monitoring and tracking applications, including electronic asset protection 
and asset management, automatic personnel and vehicle access control, and wireless sensing.  

ActiveTag™ uses small, battery-powered tags that, when automatically activated at control points throughout a facility, 
transmit a wireless message to palm-size receivers networked on an existing corporate local area network (commonly referred to 
as LAN). Tag identification and location information are instantly forwarded to a local security control panel or transmitted over 
the network to a host computer. ActiveTrac™ is an application software program that logs and displays the information from the 
tag to provide a comprehensive picture of the person, asset or vehicle being tracked. In addition, Axcess is continuing to develop 
OnlineSupervisor™ software, which has a browser-based display and provides real-time management solutions through 
reporting, display, and decision and control functions.  

ActiveTag™ tracks assets as the assets enter, exit and move within a facility to monitor their whereabouts, detect theft and 
prevent loss. ActiveTag™ software can link assets and personnel together to provide a non-invasive, hands-free access control 
and asset protection solution at perimeter doors and other controlled entry and exit points. Personnel tags include a panic button 
for increased personal safety and peace of mind. This software can track vehicle and equipment movements to provide real-time, 
paperless logistics data and automated gate control. Not only can pallets, containers or boxes be tracked in real-time, but also a 
beaconing feature (where the tag transmits on a fixed time interval) allows the user to automatically count and monitor all 
inventory, even while stationary. One version of the RFID tag includes an embedded temperature sensor inside to monitor and 
transmit measurement of ambient temperature or to signal when the temperature moves outside of a defined range. Another 
version of the RFID tag has external contacts so the tag can act as a low-cost wireless transmitter for external digital sensors. 

The Onlinesupervisor™ system integrates the presentation of RFID data and digital video to a standard web browser. 
Through a display customized to each end user, real-time status is integrated with live and recorded digital video. Events that can 
be shown involve premises security, physical asset protection, personnel staffing, and operations performance. Up to the minute 
personnel and asset inventory counts can be provided. Each monitored event is linked to the database of recorded video files to 
enable the viewing of tagged events such as personnel activity at door entrances and exits, access to controlled areas, and asset 
movements. The system is available as a stand alone enterprise solution or as a portal-based solution hosted by Axcess. We 
believe that the system is unique in its ability to link information from various tag reads and integrate the reads with video clips 
and pictures from the environment surrounding the tags.  

Typical applications for our products include:  

Automated Workforce Management Solutions.  "Hands-free" automatic personnel identification and access control 
enables high speed facility entry and exit. Doors can be automatically opened as the accredited employee approaches 
the door, enabling rapid and easy entrance without presenting a card to be swiped. Multiple logical control zones can be 
set up within a facility, making key areas automatically more secure as non-authorized people are quickly identified. 
Personnel dwell times can be automatically calculated for improved workforce optimization.  Automatic location 
monitoring provides immediate location visibility and accounting for government regulations such as OSHA 
compliance.  In the event of a catastrophe, emergency evacuation tallies can be automatically gathered.  The personnel 
identification can be linked to tagged assets to improve asset management accountability.  

Automated Fleet Access Control and Data Capture Solutions. "Hands-free" automatic vehicle identification and 
access control enables high speed facility entry and exit. Vehicles automatically enter into controlled or gated areas 
without stopping using a validated tag placed on or inside the vehicle. The tag is recognized as it approaches the gate, 
allowing "rolling access" and facilitating a higher entrance and exit speed to reduce bottlenecks and security threats. For 
industrial applications, driver, truck, trailer and payload tags can all be matched to ensure the integrity of the shipment 
and provide automated data capture and recording.  Logged sensor data on the condition of vehicles or goods can be 
automatically off-loaded to improve the turn-around time of fleet vehicles plus more accurate and less costly data 
recording.  

Electronic Asset Protection and Tracking. Assets, such as computers and medical equipment, are automatically 
tracked as they move throughout the facility and protected if they approach a perimeter door without authorization. 
Linking to custodian tags provides accountability and instant authorized movement. Static assets such as desktop 
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computers are also tagged and automatically inventoried at periodic intervals or at specific control points. Should the 
assets be moved, their location is identified and automatically tracked.  

Electronic Inventory Control and Tracking. Inventory items, such as pallets, crates, barrels and vessels, can be 
automatically located, identified, and tracked as they move, and protected against unauthorized removal.  

Automatic Personnel Identification. Low cost, long range credentials which provide automatic identification are 
playing an important role in customer loyalty systems, trade show attendee management and booth marketing, as well as 
in interactive amusement experiences.  In the trade show market, auto ID can automatically account for hall and seminar 
attendance as well as enhancing the trade booth presentation by enabling custom content delivery.  

Markets 

Axcess operates in the electronic security and automatic identification systems markets. Its products have been designed, 
built and introduced with general purpose, enterprise improving broad applications in mind, cutting across many industries. 
Some examples of product solutions in selected markets are provided below.  

           Corporate Access Control and Asset Management. Employees may gain access to company premises using 
automatic hands-free personnel RFID tags that may also be placed on corporate assets, such as laptops, to track 
movements and prevent loss. Axcess, through its control-point architecture, believes that it has a unique solution to 
address this market by tagging laptops and implementing control zones.  

        Airport and Port Security Infrastructure Homeland Defense. Axcess can provide hands-free premise access 
control to employees and authorized vehicles needing easy, secure access to the container terminal and airport tarmac. 
Our products can provide controlled access for fuel trucks at the fuel depot. Courtesy vehicles can use access control for 
added gate security. Personnel are automatically identified, tracked, and traced through a grid of security control zones. 
Wireless sensors provide detection of potentially harmful chemicals and/or weapons of mass destruction (WMDs).  The 
integrated software platform adds substantially greater security coverage via automating surveillance.  Networked video 
and recording may be added to the network infrastructure to extend security visibility throughout the terminal and 
grounds.  

Civil and Military Government. The government tagging of assets targets the prevention of lost citizen data on 
mobile assets such as laptops. Data center data tapes management provides integrity in data archival tracking and 
tracing.  Personnel and vehicle access control provides both security and accountability.  Government contractor activity 
is automatically collected for accounting and regulatory compliance purposes.  Documents have been successfully 
tagged to prevent their loss from secure rooms. 

Education. Various schools and universities are implementing tagging to protect data center assets; schools and 
universities are also using networked video for life safety reasons. Many schools and universities already have built-out 
networks, so RFID tagging and networked video may be added for the incremental cost of this equipment. Built-out 
networks also offer additional flexibility to move video remotely and share video data with school administrators and 
authorities.  

       Inventory and Transportation Management. Cartons, pallets, containers and even missiles may be tagged so 
they can be located, tracked and monitored to facilitate movement, rapid order picking and inventory verification. Bar 
coding is common in source product labeling at the start of the supply chain. Once products are packaged in larger 
containers for shipping and warehousing, RFID tagging complements bar coding and the warehouse system by enabling 
automatic long-range identification and location of products. In production applications, the tag can be a wireless sensor 
for a production line, transmit information about the build specifications for a product, and send notifications from the 
finished goods area after production is completed. 

        Financial Data Center Asset Management. Axcess products locate and protect computer servers, central 
processing units and other equipment using RFID tagging. Tagged servers can also be monitored with temperature 
sensor tags that not only protect against loss and misplacement, but also provide an early indication of potential failure. 
Axcess products provide security and visibility from the entrances to the server and cage level. Many legacy data 
centers and computer rooms have the same characteristics. In addition to tagging the computers, users of Axcess 
products can tag authorized personnel to facilitate easy movement of the assets and to restrict access to sensitive areas. 
Video complements the asset management application by providing live viewing capability into the co-location cage or 
cabinet area. Archived video is also available to investigate asset-based activity alarms.   
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Patents and Propr ietary Technology 

Axcess relies on a combination of patents, trade secrets, technology licenses, and other intellectual property rights. 
Historically, we have received sixteen U.S. patents. During 2006 we sold eleven of our video patents but retain a royalty free 
perpetual license to use the patents in out products.  We currently own five patents related to our RFID technology and  have four 
additional patents in various stages of prosecution. The period covered by our issued patents ranges from five to twenty years. 
We intend to protect and enforce our intellectual property rights and to preserve our rights relating to our key product 
technologies to the extent commercially reasonable. We have applied for registration of a number of trade and service marks, 
including Axcess Inc.™ the Axcess Inc. (logo)™ LANcam, ActiveTag™, Onlinesupervisor.com™, Prism Video™ and 
LANcorder™, Accessability™, AccessPlug™, Asset Activator™. 

Engineer ing and Development 

During 2005, we announced the release of our comprehensive physical asset management solution, Asset ActivatorTM. This 
“On-Demand”  solution provides automatic location, tracking, inventory counts and protection of all types of enterprise assets.  
We also announced that Asset Activator was successfully integrated 812.11b/g Wi-Fi, Active and Semi-Active RFID to 
automatically inventory, track and protect assets over an existing wireless LAN.  This marks the first solution to utilize the 
highly accurate “On-Demand” RFID tag activation methodology with Wi-Fi.  

We expect to reduce the cost of tags compared to previous designs and form factors. We continue to look at the 
development of new semiconductors for integrating RFID functions into smaller and less costly devices. We intend to work 
toward the inclusion of various sensors, such as motion, humidity and power, to enable the tagging system to more fully address 
market needs in the data center and logistics markets. We anticipate that third party improvements to battery technology and 
manufacturing methods will enable size reduction as well as lower costs.  

In October 2006, Axcess International Inc. announced a new, revolutionary wireless tracking and sensing technology called 
The Enterprise Dot™.  Based on a System-on-a-Chip (SoC) design, the patents-pending technology yields the world’s lowest 
cost and smallest multifunctional wireless sub-micro device for delivering visibility oriented data about the assets operating in 
and around the enterprise.  DotTM facilitates the capture, processing and delivery of previously unavailable real time information 
for dramatic improvements in supply chain visibility, mobile asset management, physical asset security and access control, and 
industrial condition monitoring.  The low cost and flexibility to use existing supply chain infrastructure results in a very low total 
cost of ownership, yielding short term ROIs for customers. The first product Axcess will deliver using the new technology will 
be a software definable, battery-powered Dot-OEM module for product manufacturers, small enough to be embedded into a 
variety of devices such as computers, test equipment, medical equipment, credential cards, pallets, and cartons.  The module, 
about the size of a quarter is priced at less than $5 per unit.  Delivery of the first articles are expected in Q’3 2007. 

The DotTM technology incorporates a powered software definable wireless transceiver which is compatible with multiple 
global regulations including the RFID EPC Class I, Gen II standard and is expected to make supply chain tagging more reliable 
while opening up new applications in sensing and security. Memory and sensor inputs enable the Dot™ to be tailored to each 
specific data capture need. Devices built on the Dot™ platform will enable widespread and reliable automatic identification, 
locating, tracking, protecting and monitoring of personnel, physical assets, and vehicles.  Bringing together the new functions of 
the Dot™ and building on the current Axcess wireless infrastructure for enterprise management creates an open architecture for 
multiple sources of data to be acquired to deliver previously inaccessible business intelligence.   

OnlinesupervisorTM is a highly versatile combined middleware and software product which is able to capture tag ID’s and 
data, process them, and present an actionable information alert to a desktop or wireless device  for exception management.  It 
relies on the Axcessability middleware platform where with an open standard database engine and programmable rule bases, 
radio frequency identification (RFID) tag transmissions are received from readers over the network, then filtered against the 
various criteria needed for managing a business most productively.  The middleware enables virtually any data format to be 
received, translated into another, and transmitted to the destination system. The browser-based viewing dashboard of 
Onlinesupervisor™ is customizable by type of user which allows customized event alerting. Alerts can be linked automatically 
to a digital video clip of the transaction if needed for supervisory review.  Onlinesupervisor™ development continues to add 
additional data sources that can be delivered over the same platform, making the product expandable beyond RFID data on an 
industry specific basis to support all application areas such as workforce management, asset management, and automatic 
identification.   
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Competition 

The market for our products and services is intensely competitive and is characterized by rapidly changing technology, 
evolving perceived user needs and the frequent introduction of new products.  

A number of our competitors are more established, benefit from greater name recognition and have substantially greater 
financial, technical and marketing resources. We believe that the principal factors affecting competition in our markets include 
product functionality, performance, flexibility and features, use of open standards technology, quality of service and support, 
company reputation, price and overall costs of ownership. In order to compete, we seek to provide products that are 
technologically superior and that deliver better value. We believe that the following factors help distinguish our products from 
those of competitors. 

The ActiveTag™ RFID automatic identification system benefits from low cost, long-range tag activation and transmission, 
which have a small form factor, long-term battery life, and also a platform for adding sensor capabilities. The activation of tags 
occurs at a separate low frequency, a patented approach, which we believe, gives Axcess an advantage among active RFID 
companies in the ability to establish physical control points, such as doorways, and virtual control points, such as hallways. The 
receiver system is designed as a low cost infrastructure that connects directly into legacy systems and also runs on a standard 
Ethernet network backbone. The system is flexible enough to support multiple applications for people, physical assets, and 
vehicles. Finally, the tag data is integrated with live and recorded streaming video on a multi-user browser display platform for 
both casual viewing and industrial requirements.  

Flexibility comes from the use of dual frequencies for wake-up and transmission; low frequency on wake-up and UHF for 
transmission. Tag transmission at UHF penetrates all materials except metal, enabling reliable tag transmission. This also enables 
long range tag reads using omni-directional antennas so that no line of sight is required. A simple transmission protocol allows 
multiple tags to be read simultaneously. The advanced battery management design provides battery life of three to five years 
under normal operating conditions, and five to seven years with an enhanced battery. Control point activation, combined with the 
ability for tags to transmit on set time intervals or be queried individually enables the ActiveTag™ line to meet the major user 
requirements, including dynamic tracking, static tracking, multiple simultaneous tag reads, "authorized" movement of tagged 
assets, and a long read range for tag transmission, which we believe gives us an advantage. We also believe that these features 
enable the system to outperform passive systems, relative location positioning systems, and infrared and combo infrared / RFID 
systems from competitors.  

Current RFID, RTLS, and wireless sensing technologies face prominent barriers that prevent them from addressing the 
majority of today’s application needs.  These barriers include: cost, interoperability, size, and reliability.  While existing wireless 
tags and sensing nodes meet certain needs, the Enterprise Dot™ has been developed to surpass these barriers and solve the 
reliability issues of passive RFID, the connectivity problems of sensors, provide interoperability between standards, enable a 
store and forward capability for monitored data, and reduce the cost and tag size of active RFID/RTLS, while opening up 
dramatic new applications. The DotTM technology will extend Axcess’  advantages including: its more complete product 
functionality; the better cost-to-function ratio, its robust and complete end-to-end system offering, and its existing time to market 
benefit. It further eclipses competing architectures such as Wi-Fi based and battery-assisted passive RFID where size, cost, signal 
robustness and power management are problematic.  

Manufactur ing and Suppliers 

We outsource the manufacturing of our products and consequently depend on outside manufacturers to supply finished 
product. A large number of manufacturers in the U.S. have the capability to produce our products. We periodically seek bids for 
manufacturing and have multiple manufacturing sources for each of our products.  

Although we depend on a number of outside suppliers for components of our products, we have designed our current line of 
products so that we are not dependent on a single source for any of our products© components. Most of the components we use 
are "off the shelf" and are readily available. Although we have generally been able to secure adequate suppliers, the inability of 
the Company in the future to obtain sufficient suppliers of component parts could have a material adverse effect on our results of 
operations.  

There are currently no long-term agreements between us and our manufacturers or suppliers.  
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Research and Development 

If we have sufficient working capital, we plan to continually develop new products utilizing our existing technology and we 
plan to bring new products to market throughout 2007. New products in RFID will be built upon the core platforms now in place. 
We believe that our next generation tag will offer more functionality and cover more of the market place that our research shows 
is there. There can be no assurance that we will have sufficient working capital to undertake these activities.  

During 2006 and 2005, we spent $1,380,875 and $935,248, respectively, for research and development and plan to increase 
the amount of spending in fiscal year 2007 to develop our next generation RFID product to support our continued revenue 
growth. However, any such spending will be dependent upon our ability to raise additional capital, as we do not have sufficient 
revenues to support such an activity using our own resources.  

Employees 

As of December 31, 2006, we had seventeen full-time employees and no part-time employees.  

Government Regulation 

Government regulations have not had, nor are they expected to have, a material effect on Axcess© financial condition, results 
of operations or competitive position. FCC approval is required for some of our principal products.  

Environmental Factors 

There has been, and it is anticipated that there will continue to be, no material effect upon Axcess© capital expenditures, 
earnings, or competitive position due to compliance with existing provisions of federal, state and local laws regulating the 
discharge of material into, or otherwise relating to the protection of, the environment.  

Risk Factors 

We operate in a changing environment that involves numerous risks, some of which are beyond our control. The following 
highlights some of these risks. 

We may not be able to continue as a going concern or  fund our  existing capital needs.  

Our auditors have included an explanatory paragraph in their audit opinion with respect to our consolidated financial 
statements for the fiscal year ended December 31, 2006. The paragraph states that our recurring losses from operations and 
resulting continued dependence on external financing raise substantial doubts about our ability to continue as a going concern. 
Our existing and anticipated capital needs are significant. We believe our existing financing arrangements and estimated 
operating cash flows will not be sufficient to fund our operations and working capital needs for the next twelve months and there 
can be no assurance that we will be able to fund our existing capital needs under our existing credit facilities or otherwise secure 
additional funding, if necessary. In addition, changes in our operating plans, the acceleration or modification of our existing 
expansion plans, lower than anticipated revenues, increased expenses, potential acquisitions, or other events may cause us to 
seek additional financing sooner than anticipated, prevent us from achieving the goals of our business plan or expansion strategy, 
or prevent our newly acquired businesses, if any, from operating profitably. If we are unable to fund our existing capital needs 
under our existing credit facilities, or are otherwise unable to secure additional equity financing, if necessary, our business could 
be materially adversely affected. See Management©s Discussion and Analysis of Financial Condition and Results of Operation—
Liquidity and Capital Resources.  

We have a history of losses and expectation of future losses; uncertainty of future profitability; and limits on operations.  

From our incorporation in 1982 through December 31, 2006, we have incurred an accumulated loss of approximately 
$162.0 million and have been profitable in only one fiscal year during that time. There can be no assurance that we will generate 
sufficient revenues to achieve profitability in the future. Recoverability of assets to be held and used is measured by a 
comparison of the carrying amount of an asset to future net flows expected to be generated by the asset. If such assets are 
considered to be impaired, the impairment to be recognized is measured by the amount by which the carrying amount of the asset 
exceeds the fair value of the asset. Our continued slow revenue growth and operating losses may indicate circumstances 
requiring an impairment to be recorded.  

If our losses continue, we will have to obtain funds to meet our cash requirements through business alliances, such as 
strategic or financial transactions with third parties, the sale of securities or other financing arrangements, or we may be required 
to curtail our operations, seek a merger partner, or seek protection under federal bankruptcy laws. Any of the foregoing may be 
on terms that are unfavorable to us or disadvantageous to existing stockholders. In addition, no assurance may be given that we 
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will be successful in raising additional funds or entering into business alliances. See Management©s Discussion and Analysis of 
Financial Condition and Results of Operation—Liquidity and Capital Resources.  

We are dependent upon our propr ietary technology and its marketability as state of the ar t.  

The technology we use may become obsolete or limit our ability to compete effectively within the wireless, automatic 
identification and multi-media applicable industries. These industries are characterized by rapidly changing technology, evolving 
industry standards and frequent new product introductions. The introduction of products embodying new technologies or the 
emergence of industry standards can render existing products obsolete and unmarketable. Our success will depend on our ability 
to enhance our existing products. Our success will also depend on our ability to develop and introduce, on a timely and cost-
effective basis, new products that keep pace with technological developments and emerging industry standards and that address 
increasingly sophisticated customer requirements.  

  Our business would be adversely affected if we were to incur difficulties or delays in developing new products or 
enhancements or if those products or enhancements did not gain market acceptance. Specifically:  

�  we may not be successful in identifying, developing and marketing product enhancements or new products that 
respond to technological change or evolving industry standards;  

�  we may experience difficulties that could delay or prevent the successful development, introduction and 
marketing of these products; and  

�  we may experience difficulties that could delay or prevent the successful development, introduction and 
marketing of these products; and   

�  our new products and enhanced products may not adequately meet the requirements of the marketplace and 
achieve market acceptance or may not keep pace with advances made by our competitors.  

We currently hold five U.S. patents. We have four patents in various stages of prosecution. The time period covered by our 
patents ranges from five to twenty years; however, there can be no assurance that our technologies will be accepted in the 
marketplace. In addition, different technologies owned by others could arise that would be superior or more marketable than 
ours. See Description of Business—Patents and Proprietary Technology. 

The loss of one or  more members of management or  key personnel could adversely affect our  operations and could lead 
to loss of clients and propr ietary information.  

Our business, success, growth, operating results, and profitability are dependent upon the skills, experience, efforts, 
performance, and abilities of members of management and other key personnel. We depend upon members of management and 
key personnel, including key sales personnel, to generate new business and to service new and existing clients. If any members 
of management or key personnel were to leave us, our business, success, growth, operating results and profitability could suffer. 
If we lose any key personnel, we may also be unable to prevent the unauthorized disclosure or use of our technical knowledge, 
practices, procedures, or client lists by the former personnel. Disclosure or use of this information could harm our business.  

We may face substantial competition in attracting and retaining qualified personnel, and may be unable to grow our  
business if we cannot attract and retain qualified personnel.  

Our success will depend to a significant degree upon our ability to attract and retain highly qualified and experienced 
personnel who possess the skills and experience necessary to satisfy our business and client service needs. These personnel may 
be in great demand, particularly in certain geographic areas, and are likely to remain a limited resource for the foreseeable future. 
Our ability to attract and retain employees with the requisite experience and skill depends on several factors, including our ability 
to offer competitive wages, benefits, and professional growth opportunities. To attract and retain these individuals, we will be 
required to invest a significant amount of time and money. Many of the companies with which we will compete for experienced 
personnel have greater financial resources and name recognition than we do. In addition, an important component of overall 
compensation for our personnel will be equity. If our stock price does not increase over time, it may be more difficult to retain 
personnel who have been compensated with stock awards or options. The inability to attract, train, and retain experienced 
personnel could have a material adverse effect on our business.  

Because we are significantly smaller  and less established than a major ity of our  competitors, we may lack the financial 
resources necessary to compete effectively and sustain profitability.  

We operate in competitive, fragmented industries and compete for clients with a variety of larger and smaller companies 
that offer similar products and services. These industries are subject to rapid technology changes and are significantly affected by 
new products and services and the marketing activities of industry participants, which may often be beyond our control. Due to 
the nature of our business, we compete with companies in the security products, security consulting and defense industries. 
Although we primarily compete directly with firms who offer similar security products, we also compete directly and indirectly 
with a number of other companies, which provide and install large security systems as a single contractor. Many of these 
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competitors are more established, offer more products, services and features, have a greater number of clients, locations, and 
employees, and also have significantly greater financial (based on total assets and annual revenues), technical, marketing, public 
relations, name recognition, and other resources than we have.  

We also expect to experience increased competition from new entrants into the market. We may be unable to compete 
with large multi-product security companies, including the security divisions of large international firms. This increased 
competition may result in pricing pressures, loss of market share or loss of clients, any of which could have an adverse effect on 
our business, financial condition, operating results and cash flows. See Description of Business—Competition.  

We are dependent upon third par ty manufacturers and suppliers to produce our  products.  
As a cost efficiency measure, we do not manufacture our own parts and product line but contract such supply and 

manufacture to third parties. The failure by any of our vendors, suppliers or contractors to fulfill their contractual obligations to 
us could adversely affect our operations. If we are unable to obtain sufficient components and manufacturers for our products, or 
develop alternative sources, delays in product introductions or shipments could occur and could have a material adverse effect on 
our results of operations. See Description of Business—Manufacturing.  

The voting control of Axcess is held by Amphion Group, and other  stockholders are unlikely to have any ability to 
influence the governance or  policies of our  company.  

As of December 31, 2006, Amphion Ventures LP and affiliates of Amphion Ventures LP, including Amphion Partners, 
Amphion Investments, Antiope Partners, Amphion Capital Partners (formerly NVW, LLC), Amphion Capital Management LLC, 
Amphion Innovations plc, Amphion Innovations US and VennWorks LLC (formerly incuVest LLC) (collectively, the "Amphion 
Group") owned approximately 61% of our outstanding common stock. This level of ownership provides the Amphion Group 
with the power to determine the outcome of almost any matter submitted for the vote or consent of our stockholders. 
Additionally, two of our five directors are affiliates of the Amphion Group. See Security Ownership of Certain Beneficial 
Owners and Management.  

The pr ice of our  common stock has been highly volatile and may continue to be highly volatile, which may adversely 
affect your ability to sell your  shares and our  ability to raise additional capital.  

The price of our common stock has been highly volatile and may continue to be highly volatile. For instance, from 
November 1, 2002 through December 31, 2006, our common stock traded from a low of $.025 to a high of $3.60 per share. The 
price of our common stock has experienced, and may continue to experience, significant volatility in response to many factors, 
some of which are beyond our control and may not even be directly related to us, including:  

·  changes in financial estimates or recommendations by securities analysts regarding us or our common stock;  

·  our performance and the performance of our competitors and other companies in the technology or marketing 
sectors;  

·  quarterly fluctuations in our operating results or the operating results of other companies in the technology or 
marketing sectors;   

·  additions or departures of key personnel;   

·  the trading volume of our common stock;  

·  general economic conditions and their effect on the technology or advertising and marketing sectors, in 
general; and   

·  competition, natural disasters, acts of war or terrorism or other developments affecting us or our competitors.  

In addition, in recent years, the stock market has experienced extreme price and volume fluctuations, which have often 
been unrelated or disproportionate to the operating performance of particular companies. This volatility has significantly affected 
and may continue to affect, the price of our common stock and may adversely affect your ability to sell your shares and our 
ability to raise additional capital. See Market and Common Equity and Related Stockholder Matters.  

Our common stock may be subject to penny stock rules and regulations.  

Federal rules and regulations under the Exchange Act regulate the trading of so-called penny stocks, which generally 
refers to low-priced (below $5.00), speculative securities of very small companies traded on the OTC Bulletin Board or in the 
Pink Sheets. Trading, if any, in shares of our common stock may be subject to the full range of penny stock rules. Before a 
broker/dealer can sell a penny stock, these rules require the broker/dealer to first approve the investor for the transaction and 
obtain from the investor a written agreement regarding the transaction. The broker/dealer must also furnish the investor with a 
document describing the risks of investing in penny stocks. The broker/dealer must also tell the investor the current market 
quotation, if any, for the penny stock and the compensation the broker/dealer will receive for the trade. Finally, the broker/dealer 
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must send monthly account statements showing the market value of each penny stock held in the investor©s account. If these rules 
are not followed by the broker/dealer, the investor may have no obligation to purchase the shares. Accordingly, these rules and 
regulations may make it more expensive and difficult for broker/dealers to sell shares of our common stock, and purchasers of 
our common stock may experience difficulty in selling such shares in secondary trading markets.  

I tem 2. DESCRIPTION OF PROPERTIES. 

Axcess leases a 6,509 square foot facility in Carrollton, Texas, which is used for administrative, engineering and sales 
offices. This facility is rented on a one year agreement that expires in October of 2007. The monthly rent is $5,000. We also 
lease 1,500 square feet in Costa Mesa, California, which is used for engineering space. The lease will terminate in January 2008 
and the monthly rent is $1,950. We believe these facilities are suitable and adequate to accommodate our operations. We 
consider each of these facilities to be in good condition and it is our opinion that the facilities are adequately covered by 
insurance. 

I tem 3. LEGAL PROCEEDINGS. 

Axcess is engaged in a number of lawsuits with approximately five vendors who claim they are owed amounts from $500 to 
$45,000, which aggregates in total $76,326. We are currently defending or seeking to settle each of the vendor’s claims.  At 
December 31, 2006, we had accrued the delinquent amounts we expect to be liable for. 

I tem 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS. 

On June 20, 2006, an annual meeting of the stockholders was held in New York, New York, whereby the stockholders 
voted on the following proposals: 
 

1. Proposal to elect five directors to the board of directors to hold office until the next annual meeting of stockholders or 
until their respective successors are duly elected and qualified. The stockholders approved the proposal by the following 
vote: 

 
Director   Votes For   Votes Against  Total Votes  
Richard C.E. Morgan  19,926,335  3,897   19,930,232  
Allan Griebenow  19,922,737  7,495   19,930,232  
Paul J. Coleman  19,927,235  2,997   19,930,232  
Robert J. Bertoldi  19,921,854  8,378  19,930,232  
Robert F. Hussey  19,929,052  1,180  19,930,232  

 
2. Proposal to ratify the board of directors appointment of Hein & Associates LLP, as the independent registered public 

accountants for the year ending December 31, 2006. The stockholders approved the proposal by the following vote: 
 

Votes For   
Votes 

Against  Abstain 
 Total Votes  

19,927,162  1,385   1,685 19,930,232 
 
3.   Proposal to amend and restate the Company’s Certificate of Incorporation to, among other things, increase the number 

of authorized Common Stock, from 50,000,000 shares to 70,000,000 shares and the authorized Preferred Stock from 
7,000,000 shares to 10,000,000 shares and to eliminate the 2,250,000 shares of Non-Voting common stock.  The 
stockholders approved the proposal by the following vote: 

  

Votes For   
Votes 

Against  Abstain 
 Total Votes  

19,918,560  9,557   2,115 19,930,232 
4.   Proposal to ratify actions taken by our Board of Directors and Officers regarding prior fund raising and restructuring 

activities of the Company.  The stockholders approved the proposal by the following vote: 
  

Votes For   
Votes 

Against  Abstain 
 Total Votes  

19,926,907  3,280  45 19,930,232 
 
5. Proposal to transact such other business as may properly come before the meeting or any adjournment thereof. The 

stockholders approved the proposal by the following vote: 
 

Votes For   Votes  Abstain  Total Votes  
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Against 
19,893,599  32,688  3,945 19,930,232 

PART I I  

I tem 5. MARKET FOR COMMON EQUITY AND RELATED STOCKHOLDER MATTERS. 

Axcess© common shares trade on the over-the-counter bulletin board under the symbol AXSI.OB. Prior to September 2002, 
our common stock traded on the NASDAQ SmallCap Market tier of the NASDAQ Stock Market under the symbol AXSI. We 
were notified in September of 2002 that we no longer qualified for the NASDAQ SmallCap minimum listing requirements. The 
table below sets forth high and low closing prices for our common stock during each of the periods indicated, as reported the 
over-the-counter bulletin board by NASDAQ. Such price quotations represent inter-dealer prices without retail markup, 
markdown or commission and may not necessarily represent actual transactions.  

 2006 2005 
QUARTER ENDED LOW HIGH LOW HIGH 
March 31 $  0.85 $    1.12 $    1.34 $    1.95 
June 30  0.90  1.45 1.40 1.75 
September 30  0.87  1.27 1.10 1.75 
December 31  0.92  1.25 0.82 1.20 

As of December 31, 2006, we had approximately 696 holders of record of voting common stock.  

Axcess has not paid dividends on our common stock and does not anticipate the payment of cash dividends in the 
foreseeable future, as we contemplate retaining all earnings to finance the continued growth of our business.  

Equity Compensation Plans 

Information concerning the 2005 Equity Incentive Plan, 2001 Equity Incentive Plan and the 1998 Directors Compensation 
Plan is presented in the table that follows.  See “Note 12.  Stock Options and Warrants”  in the notes to the financial statements. 

 
 
 
 
Plan Category 

 
Number of securities to be 

issued upon exercise of 
outstanding options, 
warrants and rights 

 
Weighted-average 
exercise price of 

outstanding options, 
warrants and rights 

Number of securities 
remaining available 
for future issuance 

under equity 
compensation plans 

Equity compensation plans 
approved by security holders 

 
4,616,873 

 
$1.95 

 
3,758,000 

Equity compensation plans 
not approved by security 
holders — — — 
Total 4,616,873 $1.95 3,758,000 

Recent Sale of Unregistered Secur ities 

During 2006, we issued unregistered securities in connection with each of the transactions described below. The issuance of 
the Preferred Stock, common stock and promissory notes were exempt from the registration requirements of the Securities Act 
by virtue of Sections 4(2) and 4(6) thereof as a transaction not involving a public offering and made solely to accredited 
investors.  An appropriate restrictive legend was affixed to the stock certificates and warrants. 

Convertible Promissory Note 

On July 30, 2002, the Company entered into a bridge financing agreement with ten accredited investors for the sale and 
issuance of 10 "units" to the investors for an aggregate purchase price of $1,000,000. Each unit consists of a convertible 
promissory note in the amount of $100,000 and 25,000 shares of the Company©s common stock.  Each investor has agreed to not 
sell more than one-third of the common stock comprising the units during any calendar month. The convertible promissory notes 
comprising the units bear interest at an annual rate of 7% and mature on July 30, 2005. On each of July 30, 2003, July 30, 2004 
and July 30, 2005, the investors have the option to convert one-third of the principal amount of the notes into common stock of 
the Company. The conversion price of the notes is initially 65% of the average closing price of a share of the Company©s 
common stock for the 20 trading days preceding the given anniversary date of the notes. The maximum conversion price shall be 
$4.00 per share and the minimum conversion price shall be $1.00 per share. The conversion price will be subject to adjustment 
from time to time to reflect any reorganization, recapitalization, reclassification, stock dividend, stock split, reverse stock split or 
similar change in the Company©s shares of common stock. The Company without premium or penalty may prepay the notes in 
whole or in part.  
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During February 2006, seven holders elected to convert their remaining $233,333 of their notes plus $11,829 of accrued 
interest into 415,526 shares of Axcess common stock, which were issued during 2006. 

On January 17, 2003, Axcess entered into a bridge financing agreement with ten accredited investors for the sale and 
issuance of 3.05 "units" to the investors for an aggregate purchase price of $305,000.  Each unit consists of a convertible 
promissory note in the amount of $100,000 and 50,000 unregistered shares of our common stock.  Pursuant to the bridge 
financing agreement, we registered the shares of common stock comprising the units of the bridge financing agreement. By 
agreement, each investor may not sell more than one-third of the common stock comprising the units during any calendar month. 
The convertible promissory notes comprising the units bear interest at an annual rate of 7% and mature on January 31, 2006. On 
each of January 31, 2004, January 31, 2005 and January 31, 2006, the investors have the option to convert one-third of the 
principal amount of the notes into common stock of Axcess. The conversion price of the notes is initially 65% of the average 
closing price of a share of our common stock for the twenty trading days preceding the given anniversary date of the notes. The 
maximum conversion price shall be $2.00 per share and the minimum conversion price shall be $0.50 per share. The conversion 
price will be subject to adjustment from time to time to reflect any reorganization, recapitalization, reclassification, stock 
dividend, stock split, reverse stock split or similar change in our shares of common stock. The notes may be prepaid in whole or 
in part by us without premium or penalty.  

During February 2006, ten holders elected to convert their remaining $163,333 of their notes plus $8,280 of accrued interest 
into 290,868 shares of Axcess common stock, which were issued during 2006. 

Dividends Paid 

On July 28, 2006, the Board elected to convert $267,335 of accrued and unpaid dividends for the current holders of the 
2003B Preferred shares into 297,038 shares of Axcess common stock, which were issued during 2006.  The also elected to 
convert $128,014 of accrued and unpaid dividends for the current holders of the 2004 Preferred shares into 142,237 shares of 
Axcess common stock, which were issued during 2006. 

2005 Prefer red Equity Offer ing 

On March 14, 2006 the Company raised a net of $1,464,244 of additional working capital through an exempt Preferred 
Stock offering under the Securities Act of 1933 Section 4(6) private offering of preferred stock to accredited and institutional 
investors.  The Preferred Stock is designated as 2005 Preferred and consists of 1,752,055 shares of Preferred Stock bearing no 
dividends.  However, the shares are convertible into common stock on a one to one basis at $0.85.  In addition, the Company 
issued 1,752,055 warrants to purchase the Company’s common stock exercisable for five years at $1.50 per share. Each warrant 
will be callable by the Company if and when the Company’s common stock share price exceeds $3.00 per share for at least 
twenty (20) consecutive trading days.  The Company will use the proceeds for general working capital. 

2006 Prefer red Equity 

On May 31, 2006 the Company raised a net of $1,020,000 of additional working capital through an exempt Preferred Stock 
offering under the Securities Act of 1933 Section 4(6) private offering of preferred stock to accredited and institutional investors.  
The Preferred Stock is designated as 2006 Preferred and consists of 1,200,000 shares of Preferred Stock bearing no dividends.  
However, the shares are convertible into common stock on a one to one basis at $1.00.  In addition, the Company issued 600,000 
warrants to purchase the Company’s common stock exercisable for five years at $2.00 per share. Each warrant will be callable by 
the Company if and when the Company’s common stock share price exceeds $5.00 per share for at least twenty (20) consecutive 
trading days.  The Company will use the proceeds for general working capital. 

2006B Prefer red Equity 

On December 1, 2006 the Company raised an additional $750,000 of additional working capital through an exempt 
Preferred Stock offering under the Securities Act of 1933 Section 4(6) private offering of preferred stock to accredited and 
institutional investors.  The Preferred Stock is designated as 2006B Preferred and consists of 750,000 shares of Preferred Stock 
bearing no dividends.  However, the shares are convertible into common stock on a one to one basis at $1.00.  In addition, the 
Company issued 750,000 warrants to purchase the Company’s common stock exercisable for five years at $2.00 per share. Each 
warrant will be callable by the Company if and when the Company’s common stock share price exceeds $5.00 per share for at 
least twenty (20) consecutive trading days.  The Company will use the proceeds for general working capital. 

Warrants Exercised and Expired 

During the twelve months ended December 31, 2006 the Company issued an additional 3,102,055 warrants in conjunction 
with various exempt equity offerings.  The warrant price ranged from $1.50 to $2.00 and they expire between March 14, 2011 
and December 1, 2011.  During 2006 the Company had 50,000 warrants exercised and 594,808 warrants expire without being 
exercised. 
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Common Stock 

During 2006 we had two employees exercise 19,200 stock options with a strike price of $0.40 per share. 

I tem 6. MANAGEMENT©S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF 
OPERATIONS. 

Recent Developments:  Going Concern and L iquidity Problems 

Our auditors have included an explanatory paragraph in their audit opinion with respect to our consolidated financial 
statements at December 31, 2006. The paragraph states that our recurring losses from operations and resulting continued 
dependence on access to external financing raise substantial doubts about our ability to continue as a going concern. 
Furthermore, the factors leading to and the existence of the explanatory paragraph may adversely affect our relationship with 
customers and suppliers and have an adverse effect on our ability to obtain financing. 

We do not have sufficient working capital to sustain our operations.  We have been unable to generate sufficient revenues to 
sustain our operations. We will have to obtain funds to meet our cash requirements through business alliances, such as strategic 
or financial transactions with third parties, the sale of securities or other financing arrangements, or we may be required to curtail 
our operations, seek a merger partner, or seek protection under federal bankruptcy laws. Any of the foregoing may be on terms 
that are unfavorable to us or disadvantageous to existing stockholders. In addition, no assurance may be given that we will be 
successful in raising additional funds or entering into business alliances. 

Sales and Marketing Initiatives 

In the past our sales volume has not been sufficient to sustain our operations. During 2006 we were able, through our 
financings, to initiate a new marketing emphasis, which is intended by us to build sales, primarily of our RFID products. During 
2006, we are optimistic about our ability to grow the business.  We continue to see broad-based awareness and acceptance of 
RFID as whole world-wide.  Our three accomplishments during 2006 which should assist in growing revenue during 2007 are: 

1. We upgraded our sales personnel; 
2. We began formalizing our partnership program; 
3. We adjusted our process to a modified direct approach. 

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

See “Risk Factors.”  

Results of Operations 

Sales and Gross Profit. Sales for the twelve months ended December 31, 2006 were $1,501,296 and for the twelve months 
ended December 31, 2005 were $1,080,240.  Cost of sales for the twelve months ended December 31, 2006 were $844,453 and 
for the twelve months ended December 31, 2005 were $649,715. The gross profit for the twelve months ended December 31, 
2006 was $656,843 and $430,525 for the twelve months ended December 31, 2005. The majority of the increase in sales is a 
result of increase in the market acceptance of our Active RFID products.  The margin continues to be stable in the 40% - 50% 
range. 

Operating Expenses. Operating expenses were $4,366,182 and $3,297,108 in 2006 and 2005, respectively. The majority of 
the increase relates to expensing of our stock options and the development of the next generation RFID tag. 

Research and development expenses were $1,380,875 in 2006 and $935,248 in 2005.  The largest portion of the increase 
relates to the continued development of the next generation RFID product.  The remainder of the increase relates to stock based 
compensation that was started in 2006.  

Corporate general and administrative expenses were $1,795,479 and $1,373,980 in 2006 and 2005, respectively. The 
majority of the increase is related to the expensing of stock based compensation that started in 2006.  However, during 2006 we 
also began paying directors fees for our outside directors; we had an increase in outside service fees and a decrease in bad debt 
expense.       

Selling and marketing expenses were $1,171,023 and $960,249 in 2006 and 2005, respectively.  The majority of the 
increase relates to stock-based compensation that was started in 2006.  We also had an increase in travel expenses and 
advertising.  We were able to offset a significant portion of the increases with a reduction in trade show expenses and salary 
expense relating to timing of new employees. 

Depreciation and amortization expenses were $18,805 for 2006 compared to $27,631 for 2005.  The decrease is related to 
lower depreciation expense as a result of the age of the equipment.   
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Other income (expenses), net. Other income (expenses), net, were $350,725 for 2006 and ($389,471) for 2005. Interest 
expense was $364,104 lower during 2006, compared to 2005, reflecting a decrease in the amortization of the debt discount 
related to the convertible notes that converted during the period and lower debt levels.  We also recognized $102,516 during 
2006 relating to the expiration of the statue of limitations relating to accounts payables compared to $326,424 during the same 
period of 2005.  We also sold a portion of our video patent portfolio for $600,000 during 2006. 

Net Loss. Net loss was $3,358,613 and $3,256,054 in 2006 and 2005, respectively.  The increase was largely driven by the 
increase by the expensing of stock based compensation that began in 2006 and by an increase in research and development 
relating to the next generation product development, offset by the gain on sale of intellectual property during 2006. 

Preferred Stock dividend requirements.  Preferred Stock dividend requirements were $3,209,428 for 2006 and $3,198,581 
for 2005. During 2006 we expensed $750,000 related to the 2006B preferred equity offering, $645,020 related to the 2006 
preferred equity offering and $1,489,245 related to the second close of the 2005 preferred equity offering compared to 
$2,060,397 related to the warrant inducement we offered to warrant holders to exercise their warrants early in January 2005 and 
$813,021 related to the second close of the 2005 preferred equity offering.  Recurring preferred Stock dividend requirements 
were $325,163 in 2006 and 2005. 

L iquidity and Capital Resources 

Since inception, we have utilized the proceeds from a number of public and private sales of our equity securities, the 
exercise of options and warrants and more recently, convertible debt, short-term bridge loans from stockholders and preferred 
equity offerings to meet our working capital requirements. At December 31, 2006, we had working capital deficit of $3,664,384.  

Our operations continued to generate losses in 2006. Our cash increased $110,492 during 2006 with operating activities 
using $3,412,574 of cash. We funded operations primarily through borrowings and equity offerings with financing activities 
providing net cash of $2,930,853.  No assurance can be given that such activities will continue to be available to provide funding 
to us.  Our business plan for 2007 is predicated principally upon the successful marketing of our RFID products. We anticipate 
that our existing working capital resources and revenues from operations will not be adequate to satisfy our funding requirements 
in 2007. 

Our working capital requirements will depend upon many factors, including the extent and timing of our product sales, our 
operating results, the status of competitive products, and actual expenditures and revenues compared to our business plan. We 
are currently experiencing declining liquidity, losses from operations and negative cash flows, which make it difficult for us to 
meet our current cash requirements, including payments to vendors, and may jeopardize our ability to continue as a going 
concern. We intend to address our liquidity problems by controlling costs, seeking additional funding (through capital raising 
transactions and business alliances) and maintaining focus on revenues and collections. 

Our auditors have included an explanatory paragraph in their audit opinion with respect to our consolidated financial 
statements at December 31, 2006. The paragraph states that our recurring losses from operations and resulting continued 
dependence on access to external financing raise substantial doubts about our ability to continue as a going concern. 
Furthermore, the factors leading to and the existence of the explanatory paragraph may adversely affect our relationship with 
customers and suppliers and have an adverse effect on our ability to obtain financing. 

If our losses continue, we will have to obtain funds to meet our cash requirements through business alliances, such as 
strategic or financial transactions with third parties, the sale of securities or other financing arrangements, or we may be required 
to curtail our operations, seek a merger partner, or seek protection under federal bankruptcy laws. Any of the foregoing may be 
on terms that are unfavorable to us or disadvantageous to existing stockholders. In addition, no assurance may be given that we 
will be successful in raising additional funds or entering into business alliances. 

Other Matters relating to future amortizable charges 

As of December 31, 2006 we have $168,963 of debt discount and deferred debt issuance costs on our balance sheet, which 
will be amortized using the effective interest rate over lives of the related debt.  In connection with the issuance of the 2003B 
Preferred Stock, we recorded preferred stock dividend requirements of $1,782,831 that will be reflected as preferred stock 
dividends in the income statement as the underlying preferred stock converts to common stock.  In connection with the issuance 
of the 2004 Preferred Stock, we recorded preferred stock dividend requirements of $1,002,540 that will be reflected as preferred 
stock dividends in the income statement as the underlying preferred stock converts to common stock.  

Recent Accounting Pronouncements 

In September 2006, the SEC issued SAB 108, “Considering the Effects of Prior Year Misstatements when Quantifying 
Misstatements in Current Year Financial Statements”  (“SAB 108”). SAB 108 provides interpretive guidance on how the effects 
of the carryover or reversal of prior year misstatements should be considered in quantifying a current year misstatement. The 
pronouncement prescribes an approach whereby the effect of all unrecorded identified errors should be considered on all of the 
financial statements rather than just either the effect on the balance sheet or the income statement. We adopted the provisions of 
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SAB 108 as of December 31, 2006. The adoption of SAB 108 did not have a material impact on our consolidated financial 
statements.  

On July 13, 2006, the Financial Accounting Standards Board (“FASB”) issued Interpretation No. 48, “Accounting for 
Uncertainty in Income Taxes — an interpretation of FASB Statement No. 109”  (“FIN 48”), which clarifies the accounting for 
uncertainty in tax positions. FIN 48 requires recognition in the financial statements of the impact of a tax position, if that position 
is more likely than not of being sustained on audit, based on the technical merits of the position. The provisions are effective for 
our first quarter 2007 financial statements with the cumulative effect, if any, of the change in accounting principle recorded as an 
adjustment to the opening balance of retained earnings. We are currently evaluating the impact of adopting FIN 48 on our 
consolidated financial statements but do not expect the impact to be material.  

 In September 2006, the FASB issued SFAS No. 157, “Fair Value Measurements”  (SFAS No. 157). SFAS No. 157 defines 
fair value, establishes a framework for measuring fair value and expands disclosures about fair value measurements. SFAS 
No. 157 is effective for financial statements issued for fiscal years beginning after November 15, 2007 and interim periods 
within those fiscal years. We are currently evaluating the impact that SFAS No. 157 will have on our consolidated financial 
statements. 

Cr itical Accounting Policies  

In preparing our consolidated financial statements in conformity with accounting principles generally accepted in the United 
States, we must make a variety of estimates that affect the reported amounts and related disclosures. The following accounting 
policies are currently considered most critical to the preparation of our financial statements. If actual results differ significantly 
from our estimates and projections, there could be a material effect on our financial statements. 

Allowance for  Doubtful Accounts 

We continually evaluates the creditworthiness of our customers© financial condition and generally do not require collateral. 
We evaluate the collectability of our accounts based on a combination of factors. In circumstances where we are aware of a 
specific customer©s inability to meet its financial obligations to us, we record a specific reserve for bad debts against amounts 
due. We have not experienced significant losses on uncollectible accounts receivable. 

Inventory Valuation 

Inventories are stated at the lower of standard cost, which approximates actual cost determined on a first-in, first-out basis, 
or estimated realized value. Adjustments to reduce inventories to estimated realizable value, including allowances for excess and 
obsolete inventories, are determined quarterly by comparing inventory levels of individual materials and parts to historical usage 
rates, current backlog and estimated future sales. Actual amounts realized upon the sale of inventories may differ from estimates 
used to determine inventory valuation allowances due to changes in customer demand, technology changes and other factors. 

Impairment of Long-L ived Assets and Long-L ived Assets to Be Disposed Of 

Long-lived assets and identifiable intangible assets are reviewed for impairment whenever events or changes in 
circumstances indicate that the carrying amount of an asset may not be recoverable. Recoverability of assets to be held and used 
is measured by a comparison of the carrying amount of an asset to future net cash flows expected to be generated by the asset. If 
such assets are considered to be impaired, the impairment to be recognized is measured by the amount by which the carrying 
amount of the asset exceeds the fair value of the assets based on estimated future cash flows. Assets to be disposed of are 
reported at the lower of the carrying amount or fair value less costs to sell. Revenues from the sale of products utilizing our 
purchased technologies have grown slowly. We believe that assumptions made in projecting future cash flows for this evaluation 
are reasonable. However, if future actual results do not meet our expectation, we may be required to record an additional 
impairment charge, the amount of which could be material to the results of its operations and financial position. 

Revenue Recognition and Warranty Costs 

We recognize revenue on sales of our products when the products are shipped from our facility in Carrollton, Texas. Our 
policy does not allow customers to return products for credit. We currently provide a one-year warranty on all products. 
Provision is made at the time the related revenue is recognized for estimated product repair costs. 

Deferred Tax Valuation Allowance 

Deferred tax assets and liabilities are recognized for the future tax consequences attributable to differences between the 
financial statements carrying amounts of existing assets and liabilities and their respective tax bases. Deferred tax assets and 
liabilities are measured using enacted tax rates expected to apply to taxable income in the years in which those temporary 
differences are expected to be recovered or settled. Valuation allowances are established when necessary to reduce deferred tax 
assets to the amount more likely than not to be realized. Income tax expense is the total of tax payable for the period and the 
change during the period in deferred tax assets and liabilities. 



19 

Stock-Based Compensation Expense  
  

As of January 1, 2006, we account for employee stock-based compensation costs in accordance with Statement of Financial 
Accounting Standards No. 123R, “Share-Based Payment”  (“SFAS 123R”). We utilize the Black-Scholes option pricing model to 
estimate the fair value of employee stock based compensation at the date of grant, which requires the input of highly subjective 
assumptions, including expected volatility and expected life. Changes in these inputs and assumptions can materially affect the 
measure of estimated fair value of our share-based compensation. 

Other  

Inflation. Inflation has not had and is not expected to have a material impact on the operations and financial condition of 
Axcess. 

Seasonality. Seasonality has not had and is not expected to have a material impact on the operations and financial condition 
of Axcess. 

I tem 7. FINANCIAL STATEMENTS. 

 Page 
Report of Hein & Associates LLP, Independent Registered Public Accounting Firm F-1 
  
Consolidated Financial Statements:  
  

Consolidated Balance Sheets at December 31, 2006 and 2005 F-2 
Consolidated Statements of Operations for the Years Ended  

December 31, 2006 and 2005 F-3 
Consolidated Statements of Stockholders© Deficit for the  

Years Ended December 31, 2006 and 2005 F-4 
Consolidated Statements of Cash Flows for the Years Ended  

December 31, 2006 and 2005 F-5 
Notes to Financial Statements F-6 

I tem 8. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND FINANCIAL 
DISCLOSURE. 

There were no reportable events of the type described in Item 304(a)(1)(iv) of Regulation S-B. 

I tem 8A. CONTROLS AND PROCEEDURES.  

Our management, including our principal executive officer and principal financial officer, has evaluated the effectiveness of 
our disclosure controls and procedures (as defined in Rules 13a-15(e) and 15d-15(e) under the Securities Exchange Act of 1934) 
as of the year ended December 31, 2006, the period covered by this Annual Report on Form 10-KSB. Based upon that 
evaluation, our principal executive officer and principal financial officer have concluded that the disclosure controls and 
procedures provide reasonable assurance that material information relating to the Company is made known to management 
including the CEO and CFO.  

There were no changes in our internal control over financial reporting that occurred during our last fiscal quarter of 2006 
that have materially affected, or are reasonable likely to materially affect, our internal control over financial reporting. 

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

PART I I I  

I tem 9. DIRECTORS, EXECUTIVE OFFICERS, PROMOTERS AND CONTROL PERSONS; COMPLIANCE WITH 
SECTION 16(a) OF THE EXCHANGE ACT. 

Management of Axcess 
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The Board elects executive officers annually at its first meeting following the annual meeting of stockholders. The 
following table sets forth, as of February ___, 2007, Axcess’  directors, executive officers and significant employees, their ages, 
and their positions within Axcess.  

Name Age Position Committee 
Richard C.E. Morgan 62 Chairman of the Board of Directors (1* ) (3* ) (4) 
Allan Griebenow 54 Director, President and Chief Executive Officer (1) (4) 
Allan L. Frank 43 Vice President, Secretary and Chief Financial Officer  
Robert J. Bertoldi 52 Directors (2) (4) 
Paul J. Coleman, Jr. 74 Director  (2* ) (4) 
Robert F. Hussey 57 Director  (2) (3) (4) 
Raj Bridgelall 39 Vice President of Engineering  
Ray Cavanagh 56 Vice President of Sales  
Benjamin Donohue 56 Vice President of Business Development  

 
(1)  Executive Committee  
(2)  Audit Committee  
(3)  Compensation Committee 
(4) Nominating and Governance Committee 
*      Indicates Chairman of the Committee 

Richard C. E. Morgan has served as a director and Chairman of the Board of the company since 1985. Since 2003 Mr. 
Morgan has been Chief Executive Officer and is a director of Amphion Innovations plc, the successor to Amphion Capital 
Partners LLC a private equity and venture firm that he co-founded, of which he was Chairman and CEO.  In November 1999, 
Mr. Morgan co-founded VennWorks LLC, a venture capital company and since then has served as its Chairman and Chief 
Executive Officer. In 1995, Mr. Morgan co-founded Amphion Capital Management, LLC, a private equity and venture capital 
firm, and since then has served as one of its Managing Members.  From 1986 Mr. Morgan has been a Managing Member of 
Wolfensohn Partners, LP, (now known as Amphion Partners LLC), the General Partner of Wolfensohn Associates LP (known as 
Amphion Ventures LP) a technology and life science fund.  Mr. Morgan serves on the Board of Directors of Celgene Corp., 
which develops and markets biotechnology products. Mr. Morgan is also a director of several private companies and is also a 
director of Orbis International, Inc., a non-profit organization dedicated to fighting blindness worldwide.  

Allan Gr iebenow has served as a director, President and Chief Executive Officer of the Company since July 1999.  He 
founded Prism Video, Inc. in 1993 and was Chief Executive Officer of Prism Video, Inc. from 1994 to July 1999.  From 1989 to 
1992, Mr. Griebenow was President, CEO and a Director of Vortech Data Inc., a pioneer in the medical imaging networking 
(PACS) space which was sold to Eastman Kodak and became Kodak Health Imaging Systems.  Earlier he was with Satellite 
Systems Engineering, Ford Aerospace, and Satellite Business Systems.  Mr. Griebenow has spent the past twenty five years in 
telecommunications-based advanced applications.  He started his career in 1979 as a Presidential Management Intern with 
NASA’s Office of Aeronautics and Space Technology.  He holds a B.S. in Business Administration from the University of 
Maryland and an MBA from San Francisco State University. 

Allan L. Frank has served as Vice President, Secretary and Chief Financial Officer of the Company since March 2002. 
From July 1999 through June 2001, Mr. Frank was Vice President, Chief Financial Officer and Secretary for Vast Solutions, 
Inc., a spin-off from Paging Network, Inc. ("PageNet"). Vast Solutions, Inc. filed for bankruptcy in April 2001. From September 
1993 through July 1999, Mr. Frank served in numerous positions at PageNet, including as Vice President of Corporate 
Development and Director of Financial Analysis, and as Director of International Finance for Paging Network International, a 
subsidiary of PageNet. Prior to PageNet, Mr. Frank worked at FoxMeyer Corporation, OrNda HealthCare and Dalfort Aviation 
Services. Mr. Frank holds a B.S. in Business Administration from The Ohio State University and an MBA from the University of 
North Texas.  

Rober t J. Ber toldi has been a director of the Company since June 2000. Since 2005 he has been the President and Chief 
Financial Officer of Amphion Innovations plc (AMP), a company listed on the AIM on the London Stock Exchange. Amphion 
develops and operates companies in the life sciences and medical technology sectors. Since 2003, Mr. Bertoldi has been the 
President of Amphion Capital Partners LLC, since 2000 Mr. Bertoldi has been the President of  VennWorks, LLC,  since 1995, 
Mr. Bertoldi has been a Managing Member of Amphion Capital Management, LLC, and of Amphion Partners LLC, the General 
Partner of Amphion Ventures LP.  Prior to 1995 Mr. Bertoldi served as the Chief Financial Officer of James D. Wolfensohn Inc. 
and Hambro America Inc. In addition to being a member of the Board of Directors for Axcess, Mr. Bertoldi is the Chairman of 
the Board of m2m Inc, and is on the Board of WellGen Inc. Mr. Bertoldi received his B.A. in Accounting and Economic from 
Queens College in 1976 and became a Certified Public Accountant in 1978. He is a member of the New York State Society of 
Certified Public Accountants and the American Institute of Certified Public Accountants. 
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Paul J. Coleman, Jr . has served as a director of the Company since 1982. He is President and Chief Executive Officer of 
the Girvan Institute of Technology, a non-profit, public benefit corporation engaged in research, technology development, and 
education related to high-technology enterprise. Dr. Coleman is an emeritus professor of space physics at the University of 
California at Los Angeles ("UCLA"). He currently serves as a director of Knowledge Vector, Inc., Microtechnologies Ltd and 
the Girvan Institute. He is a former director of CACI International, Fairchild Space and Defense Corporation, the Universities 
Space Research Association (USRA) and others. He has held positions as assistant (managing) director of the Los Alamos 
National Laboratory; president and chief executive officer of USRA, (managing) director of the Institute of Geophysics and 
Planetary Physics at UCLA; and (managing) director of the National Institute for Global Environmental Change of the U.S. 
Department of Energy. 

Rober t F. Hussey has served on the Board since September 2002. Mr. Hussey is a private equity investor.  Mr. Hussey 
currently serves as a Director of Digital Lightwave, Inc.  Mr. Hussey also serves on the board of HC Wainwright & Co, DIRT 
Motorsports, Inc. and on the board of advisors for Argentum Capital Partners.  From 1991 through 1996, Mr. Hussey served as 
President, CEO and Director of MetroVision of North America. From 1984 through 1991, Mr. Hussey was Founder, President, 
CEO and Director of POP Radio Corp. Prior to POP Radio, Mr. Hussey worked at Grey Advertising, Inc., E.F. Hutton and 
American Home Products, Inc. Mr. Hussey received a B.S. in Business Administration from Georgetown University and an 
MBA in International Business from George Washington University. 

Raj  Br idgelall has served as Vice President of Engineering of the Company since September 2006. From August 2004 
through August 2006, Mr. Bridgelall was Vice President, R&D / Advanced Product Development for Alien Technology, Inc. 
From December 1990 through July 2004, Mr. Bridgelall served in numerous positions at Symbol Technologies, including as 
Chief Technologist and Advanced Product Development, RFID.  Prior to Symbol Technologies, Mr. Bridgelall worked as a 
Communications Specialists in the United States Coast Guard.  Mr. Bridgelall holds a Bachelors degree in Electrical Engineering 
from Stony Brook University and a Masters degree in Electrical Engineering from Stony Brook University.  

Ray Cavanagh has served as Vice President of Sales of the Company since May 2006. From May 2004 through January 
2006, Mr. Cavanagh was Senior Vice President, Worldwide Sales Operations for OpenService, Inc. From April 2002 through 
May 2004, Mr. Cavanagh served as Vice President, Worldwide Sales, Marketing and Business Development for Entegrity 
Solutions.   From November 2000 through April 2002, Mr. Cavanagh served as Vice President of Worldwide Sales for First 
Virtual Communications, Inc.  Prior to First Virtual Communications, Mr. Cavanagh ran Sales Operations at Aprisma Inc., 
Newpoint Technologies, Inc., PictureTel Corporation, Interleaf, Inc. and Wang Laboratories. Mr. Cavanagh holds an MBA from 
Northeastern University where he also completed his undergraduate studies. 

Ben Donohue has served as Vice President of Business Development of Axcess International. He came to Axcess in 1999 
when it acquired Prism Video where he was Director of Products since 1994. During his tenure with Prism Video, he managed 
the team that developed and marketed patented proprietary video compression technology in commercial products. In his current 
position, Donohue maintains strategic major accounts such as Honeywell, Tyco, ADT and Sonitrol. 

Section 16(a) Beneficial Ownership Reporting Compliance 

Under Section 16(a) of the Exchange Act, directors, certain officers and beneficial owners of 10% or more of the 
Company’s Voting Common Stock are required from time to time to file with the Securities and Exchange Commission reports 
on Forms 3, 4 or 5, relating principally to transactions in Company securities by such persons.  Based solely upon a review of 
Forms 3, 4 and 5 submitted to Axcess during and with respect to 2005, all of these individuals or entities timely filed their 
respective Forms 3, 4 or 5 required by Section 16(a) of the Exchange Act during 2005.  

Code of Ethics 

We have adopted our Code of Ethics for the Chief Executive Officer, Chief Financial Officer, and any Principal Accounting 
Officer or Controller (“Senior Financial Officers” ) of Axcess International, Inc. (the “Company”).  Its purpose is to promote 
honest and ethical conduct and compliance with the law, particularly as related to the maintenance of the Company’s financial 
records and the preparation of financial statements filed with the Securities and Exchange Commission (the “SEC”).   A copy of 
such code is attached as an exhibit to our annual report on Form 10-KSB for the ended December 31, 2006 

I tem 10. COMPENSATION DISCUSSION AND ANALYSIS 

Summary Compensation Table 

The following table summarizes the compensation earned by Axcess’  Chief Executive Officer and Axcess’  two other most 
highly compensated executive officers (whose annualized compensation exceeded $100,000) (collectively called the "named 
executive officers"), for services rendered in all capacities to Axcess during the fiscal years ended December 31, 2005 through 
2003.  
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Summary Compensation Table 
            Stock Option   All Other   
Name Year   Salary  Bonus   Awards Awards Compensation Total 

Pr incipal Positions Ended   ($) ($)  ($) ($) (A) ($) (B) ($)  
Allan Griebenow 2006    230,009  —  —  243,880  — 479,889 

President and Chief Executive Officer 2005 230,946 — — — — 230,946 
 2004 177,651 — — 248,943  — 426,594 

        
Allan L. Frank 2006 180,000 — — 195,650  — 375,650 

Vice President, Secretary and Chief 2005 180,937 — — —  — 180,937 
Financial Officer 2004 139,448 — — 235,269  — 374,717 

        
Raj Bridgelall 2006 (1) 43,154 — — 120,000 7,974 171,128 

Vice President, Engineering        
        

Ray Cavanagh 2006 (2) 93,750 — — 144,000 — 237,750 
Vice President, Sales        
        

Ben Donohue 2006 (3) 115,837 — — 97,370 — 213,207 
Vice President, Business Development        
 
(A) Reflects the grant date fair value calculated in accordance with FAS 123(R).  See “Notes to Financial Statements – 

Summary of Significant Accounting Policies - Stock-Based Compensation Adoption of SFAS 123R” for a discussion of 
the relevant assumptions used in calculating the grant date fair value pursuant to FAS 123(R). 

(B) Mr. Bridgelall “All Other Compensation”  consists of reimbursement for moving expenses. 
 
(1)  Represents compensation earned from September 2006, when Mr. Bridgelall was hired by Axcess and he was 

elected as an officer at that time.   
(2) Represents compensation earned from May 2006, when Mr. Cavanagh was hired by Axcess and he was elected as an 

officer in July 2006. 
(3) Represents compensation earned for the full year 2006.  However, Mr. Donohue was elected an officer in July 2006 but 

has been an employee of Axcess since July 1999. 

Stock Option Grants in 2006 to Named Executive Officers  

During 2006, we granted awards to our CEO, CFO and other named executive officers pursuant to our 2005 Equity 
Incentive Plan.  Information with respect to each of these awards, including estimates regarding future payouts under each of 
these awards on a grant by grant basis, is set forth in the table below.  

  All Other  All Other  Exercise or  Grant Date 
  Stock Awards: Option Awards: Base Pr ice Fair  Value 
  Number of Number of  Of Option Of Stock and 
 Grant Shares of Stock Secur ities Under- Awards Option 
Name Date Or  Units (#) Lying Options (#) ($ / Share) Awards 
Allan Griebenow 02/15/06 — 268,000 $   1.04 $   243,880 
Allan L. Frank 02/15/06 — 215,000 1.04 195,650 
Raj Bridgelall 10/01/06 — 150,000 0.93 120,000 
Ray Cavanagh 05/16/06 — 150,000 1.10 144,000 
Ben Donohue 02/15/06 — 107,000 1.04 97,370 

 
During 2006 the board voted to issue a total of five hundred and sixty-eight thousand options (568,000) to other employees 

other than named executives or directors.  The exercise price was the closing price on the date of the grant and ranged from 
$1.04 to $1.35 per share.  The options will vest in four equal installments beginning one year from the grant date.  The options 
were granted to sixteen employees.  The grants ranged in size from 5,000 to 107,000 with the average being 35,500. 

Outstanding Equity Awards at Fiscal Year  End  

The following table summarizes equity awards granted to our CEO, CFO and other named executive officers that were 
outstanding as of December 31, 2006. 
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Option Awards Stock Awards 

Name 

Number of 
Securities 

Underlying 
Options(#) 
Exercisable 

Number of 
Securities 

Underlying 
Unexercised 
Options(#) 

Unexercisable 

Equity 
Incentive 

Plan 
Awards: 

Number of 
Securities 

Underlying 
Unexercised 
Unearned 
Options(#) 

Option 
Exercise 

Price 
($) 

Option 
Expiration 

Date 

Number 
of 

Shares 
or Units 

of 
Stock 
That 
Have 
Not 

Vested 
(#) 

Market 
Value 

of 
Shares 

or 
Units 

of 
Stock 
That 
Have 
Not 

Vested 
($) 

Equity 
Incentive 

Plan 
Awards: 
Number 

of 
Unearned 
Shares, 
Units or 
Other 
Rights 
That 

Have Not 
Vested 

(#) 

Equity 
Incentive 

Plan 
Awards: 
Market 

or Payout 
Value of 
Unearned 
Shares, 
Units or 
Other 
Rights 
That 

Have Not 
Vested 

($) 
Allan Griebenow (1) 1,156,930 166,030  —– $2.28 10 years 

from 
Grant 

—– —– —– —– 

Allan Frank (2) 549,726 198,242  –— $1.74 10 years 
from 
Grant 

–— –— –— –— 

Raj Bridgelall (3) —  150,000  –— $0.93 10 years 
from 
Grant 

–— –— –— –— 

Ray Cavanagh (4) — 150,000  –— $1.10 10 years 
from 
Grant 

–— –— –— –— 

 Ben Donohue (5) 217,353 89,014  –— $1.30 10 years 
from 
Grant 

–— –— –— –— 

 
(1) Includes a grant made on July 28, 1999 for 450,000 options at a strike price of $2.50; a grant made on February 2, 

2000 for 124,112 options with a strike price of $5.50; a grant made on January 10, 2001 for 150,392 option at a 
strike price of $3.88; a grant made on June 5, 2002 for 85,000 options at a strike price of $1.70;  a grant made on 
January 17, 2003 for 163,000 options at a strike price of $0.40; a grant made on March 16, 2004 for 156,568 options 
at a strike price of $2.00 and a grant made on February 15, 2006 for  268,000 options with a strike price of $1.04. 

(2) Includes a grant made on March 20, 2002 for 200,000 option at a strike price of $3.00; a grant made on June 5, 2002 
for 85,000 options at a strike price of $1.70;  a grant made on January 17, 2003 for 100,000 options at a strike price 
of $0.40; a grant made on March 16, 2004 for 147,968 options at a strike price of $2.00 and a grant made on 
February 15, 2006 for  215,000 options with a strike price of $1.04. 

(3) Includes a grant made on October 1, 2006 for 150,000 options at a strike price of $0.93. 

(4) Includes a grant made on May 16, 2006 for 150,000 options at a strike price of $1.10. 

(5) Includes a grant made on September 29, 1999 for 12,000 options at a strike price of $2.69; a grant made on February 
2, 2000 for 3,308 options with a strike price of $5.50; a grant made on January 10, 2001 for 6,000 option at a strike 
price of $3.88; a grant made on June 5, 2002 for 65,000 options at a strike price of $1.70;  a grant made on January 
17, 2003 for 78,000 options at a strike price of $0.40; a grant made on March 16, 2004 for 35,059 options at a strike 
price of $2.00 and a grant made on February 15, 2006 for  107,000 options with a strike price of $1.04. 

 

Aggregate Option Exercises in 2006 by Executive Officers  
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The following table provides information as to options exercised, if any, by each of the named executive officers in 2006 
and the value of options held by those officers at year-end measured in terms of the last reported sale price for the shares of our 
Voting Common Stock on December 29, 2006 ($1.17 as reported on the Over-The-Counter Bulletin Board).  

 Shares 
Acquired 

On 

 
 

Value 

Number of Securities 
Underlying Unexercised 

Options at December 31, 2006 

 Value of Unexercised             
In-the-Money Options at       

December 31, 2006 
Name Exercise Realized Exercisable Unexercisable  Exercisable Unexercisable 
Allan Griebenow   — $        — 1,156,930 240,142  $      134,220 $        26,130 
Allan L. Frank — $        — 549,726 198,242  $        83,988 $        20,963 
Raj Bridgelall — $        — — 150,000  $               —  $        10,500 
Ray Cavanagh — $        — — 150,000  $               —  $        36,000 
Ben Donohue — $        — 217,353 89,014  $        63,538 $        10,433 

Compensation of the Company©s Directors  

Starting in 2006, we pay cash compensation to each director who is not employed by us and who does not beneficially own 
more than five percent of the shares of common stock outstanding.  We will pay five thousand dollars per quarter to each 
independent director and an additional twenty-five hundred dollars per quarter for an independent chairman of the audit or 
compensation committee.  We will also pay one thousand dollars to each independent director for each meeting attended and five 
hundred dollars for each telephonic board meeting.  In addition to the compensation set forth above, each director shall receive 
an annual grant of options to acquire common stock at an exercise price equal to the fair market value per share of the common 
stock at the time the option is granted. The annual grant customarily takes place shortly after each annual meeting of our 
stockholders. All new board members receive 50,000 options to acquire common stock at an exercise price equal to the fair 
market value per share of the common stock on the date the board member is elected by our stockholders. All new board 
members will also be eligible to receive the annual grant. We also pay ordinary and necessary out-of-pocket expenses for 
directors to attend board and committee meetings. Directors who are officers or employees of Axcess receive no fees for service 
on the board or committees thereof.  

The following table summarizes compensation paid to all of our non-employee directors:  

  
 
 

Fees 
Earned or 
Paid in 
Cash 

 
 
 
 
 

Stock 
Awards 

 
 
 
   
 

Option 
Awards 

 
 
 
 

Non-Equity 
Incentive Plan 
Compensation 

Change in 
Pension Value 

and 
Nonqualified 

Deferred 
Compensation 

Earnings 

 
 
 
 
 

All Other 
Compensation 

 
 
 
 
 
 

Total 
Name ($) ($) ($) ($) ($) ($) ($) 
Richard CE Morgan $          —    $        — $          — $          — $          — $          — $         — 
Robert Bertoldi           —          —   68,250           —           —           —   68,250 
Robert Hussey    16,500         —   68,250           —           —           — 84,750 
Paul Coleman    11,000         —   68,250           —           —           — 79,250 

Employment Agreement with Mr. Gr iebenow  

On July 16, 1999, the Company entered into an agreement with Allan Griebenow, under which Mr. Griebenow agreed to be 
the Company©s president and chief executive officer. The agreement provides that Mr. Griebenow will receive a salary equal to 
$17,917 per month, a bonus payable within 90 days after the end of the Company©s fiscal year of up to 30% of his base salary, 
and option grants to acquire 450,000 shares of our common stock. Mr. Griebenow is essentially an "at will" employee of the 
Company and may be terminated upon thirty days© notice. If the Company terminates Mr. Griebenow©s employment at any time 
without cause, as defined in the employment agreement, then Mr. Griebenow will be entitled to continue to receive his then 
current salary for the six-month period following his termination.  

I tem 11. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT. 

The following table sets forth the number of shares of each class of stock beneficially owned as of February 28, 2007, by 
each person known by Axcess to be the beneficial owner of more than five percent of any class of our voting securities as of 
February ___, 2007. Except as noted below, to our knowledge, each stockholder listed below has sole voting and investment 
power with respect to all shares of stock shown beneficially owned by the stockholder.  
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Name and Address of 
Beneficial Owner  Title of Class 

Amount and 
Nature of  

Beneficial Owner   
Percentage 

of Class 

Percentage of 
Common 

Voting Power 
Amphion Group (1) Voting Common Stock 20,145,573 (2)  50.8% 43.1% 
330 Madison Avenue Series 2005 1,770,024   65.3%    3.8% 
New York, NY 10017 Series 2006B 450,000   65.0%    1.0% 

 

(1)  See the following table regarding the beneficial ownership of the Amphion Group.  

(2)  Includes 2,658,746 shares that the Amphion Group has the right to acquire pursuant to warrants and options 
that are exercisable within 60 days.  

The following table sets forth the number of shares beneficially owned by the Amphion Group, which is defined to 
include Mr. Richard C.E. Morgan, a British citizen and Chairman of the Board of Directors of the Company ("Mr. Morgan"), 
Mrs. Anna Morgan, a British citizen and wife of Richard C.E. Morgan ("Mrs. Morgan"), Robert J. Bertoldi, a U.S. citizen and 
Director of the Company ("Mr. Bertoldi"), Amphion Ventures, LP, a Delaware limited partnership ("Amphion Ventures"), 
Amphion Partners, LLC, a Delaware limited liability company ("Amphion Partners"), Amphion Investments, LLC, a Delaware 
limited liability company ("Amphion Investments"), Antiope Partners, LLC, a Delaware limited liability company ("Antiope 
Partners"), Amphion Capital Management, LLC, a Delaware limited liability company ("ACM"), NVW,LLC a Delaware limited 
liability company (NVW"), Amphion Innovations plc, an Isle of Man company (Innovations) and VennWorks, LLC, a Delaware 
limited liability company formerly known as incuVest, LLC, ("VennWorks").  

 The Amphion Group disclaims in its filings with the Securities and Exchange Commission that it holds any securities 
of the Company as a group, within the meaning of any applicable securities law or regulation. Amphion Partners is the sole 
general partner of Amphion Ventures. Messrs. Morgan and Bertoldi are the managing members of Amphion Partners, Antiope 
Partners and Amphion Investments. Mr. Morgan is the Chairman of the Board of Directors and Chief Executive Officer of 
VennWorks. Mr. Bertoldi is the President of VennWorks.  

Based on amended Schedule 13D filed by certain members of the Amphion Group with the SEC on February 10, 2000, 
Amphion Ventures, Amphion Partners and Mr. Morgan share voting power with respect to certain of the shares owned by them. 
Also, based on the Schedule 13D, Mr. Morgan shares voting power for the shares held by Amphion Investments, Antiope 
Partners and certain other shares held by Amphion Partners. Mr. Morgan disclaims beneficial ownership of the shares held by 
each of the Amphion Group.  

  
Voting 

Common 

 Ser ies 
2005 

Prefer red 

 Ser ies 
2006B 

Prefer red 

  
 

Warrants 

  
 

Options 

  
 

Total 
Amphion Ventures LP 9,219,305  —  —  —  —  9,219,305 
VennWorks LLC 5,677,006  —  —  —  —  5,677,006 
Amphion Innovations plc 670,000  1,475,906  150,000  1,724,042 (1) —  4,019,948 
Mr. Morgan 722,509 (2) 294,118  300,000  614,118 (3) 94,293 (4) 2,025,038 
Antiope Partners LLC 1,109,182  —  —  —  —  1,109,182 
Mr. Bertoldi —  —  —  —  226,293 (5) 226,293 
Amphion Investments LLC 44,000  —  —  —  —  44,000 
Amphion Partners LLC 28,125  —  —  —  —  28,125 
Amhion Capital 
Management LLC 

 
16,700 

  
— 

  
— 

  
— 

  
— 

  
16,700 

Total of Amphion Group 17,486,827  1,770,024  450,000  2,338,160  320,586  22,365,597 

 
(1) Includes four different grants with exercise price ranging from $1.50 to $2.00 and expiration dates ranging 

form January 28, 2010 to December 1, 2011. 
(2) Includes 252,715 shares of common stock issued to Mrs. Morgan, the wife of Mr. Morgan. 
(3)  Includes four different grants with exercise price ranging from $1.50 to $2.00 and expiration dates ranging 

form January 28, 2010 to December 1, 2011. 
(4) Options to purchase 94,293 shares of common stock that are exercisable within 60 days. 
(5) Options to purchase 226,923 shares of common stock that are exercisable within 60 days.  

The following table sets forth the number of shares of each class of stock beneficially owned as of February 28, 2007, 
by each director who beneficially owns equity securities and the executive officers of Axcess, and all of our directors and 
executive officers as a group. The business address of each director and executive officer is c/o Axcess International, Inc., 3208 
Commander Drive, Carrollton, Texas 75006. To Axcess© knowledge, each stockholder listed below has sole voting and 
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investment power with respect to all shares of stock shown beneficially owned by the stockholder, except for Mr. Morgan’s 
beneficial ownership, which is discussed in the introduction to the previous table above. 

 
 

Name of 
Beneficial Owner  

 
 
 

Title of Class 

 Amount and 
Nature of 
Beneficial 

Owner  

 
Percentage 

of  
Class 

 
Percentage 
of Common 
Voting Power 

Richard C.E. Morgan Voting Common Stock (1) 17,486,827 61.0% 48.9% 
 Series 2005 Preferred 1,770,024 65.3% 5.0% 
 Series 2006B Preferred 450,000 60.0% 1.3% 
      
Robert J. Bertoldi Voting Common Stock (2) 16,764,318 58.5% 46.9% 
 Series 2005 Preferred 1,475,906 54.0% 4.1% 
 Series 2006B Preferred  150,000 20.0% *  
      
Allan Griebenow  Voting Common Stock (3) 14,860 *  *  
Paul J. Coleman, Jr. Voting Common Stock (4) 80 *  *  
Allan L. Frank  Voting Common Stock (5) — *  *  
Robert F. Hussey  Voting Common Stock (6) — *  *  
Raj Bridgelall Voting Common Stock (8) — *  *  
Raymond Cavanagh Voting Common Stock (9) — *  *  
Benjamin Donohue Voting Common Stock (10) — *  *  
      
All Directors, Director  Voting Common Stock 17,501,767 61.1% 48.9% 
Nominees and Series 2005 Preferred 1,770,024 65.3% 5.0% 
Executive Officers as Series 2006B Preferred  450,000 60.0% 1.3% 
a group (10 individuals)      

 
*   Less than 1%.  

(1) The number of shares of voting common stock includes 469,794 shares held directly, 16,764,318 shares held by 
other entities within the Amphion Group (defined in Note 1 to the immediately preceding table above), 252,715 
shares owned by Mr. Morgan©s wife.  However, the number of shares of voting common stock excludes 708,411 
shares that Mr. Morgan has the right to acquire pursuant to option and warrant agreements that are exercisable 
within 60 days, 1,724,042 shares that entities within the Amphion Group have the right to acquire pursuant to 
option and warrant agreements that are exercisable within 60 days. As detailed in Note 1 to the immediately 
preceding table above, Mr. Morgan disclaims beneficial ownership of all shares beneficially owned by entities 
within the Amphion Group.  

(2)  Includes 16,764,318 shares held by other entities within the Amphion Group (defined in Note 1 to the immediately 
preceding table above).  However, excludes 226,293 shares that Mr. Bertoldi has the right to acquire pursuant to 
option and warrant agreements  that are exercisable within 60 days and 1,724,042 shares that entities within the 
Amphion Group have the right to acquire pursuant to option and warrant agreements that are exercisable within 60 
days. As detailed in Note 1 to the immediately preceding table above, Mr. Bertoldi disclaims beneficial ownership 
of all shares beneficially owned by entities within the Amphion Group.  

(3)  Includes 14,580 shares of common stock held directly by Mr. Griebenow and 280 shares owned jointly with his 
wife.  Excludes 1,397,072 shares that Mr. Griebenow has the right to acquire pursuant to option agreements that are 
exercisable within 60 days.     

(4)  Includes 80 shares of common stock held directly by Mr. Coleman and excludes 254,293 shares that Mr. Coleman 
has the right to acquire pursuant to option agreements that are exercisable within 60 days.  

(5) Excludes 747,968 shares that Mr. Frank has the right to acquire pursuant to options that are exercisable within 60 
days.  

(6) Excludes 216,293 shares that Mr. Hussey has the right to acquire pursuant to options that are exercisable within 60 
days. 

(7) Excludes 0 shares that Mr. Bridgelall has the right to acquire pursuant to options that are exercisable within 60 
days. 

(8) Excludes 0 shares that Mr. Cavanagh has the right to acquire pursuant to options that are exercisable within 60 
days. 
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(9) Excludes 208,717 shares that Mr. Donohue has the right to acquire pursuant to options that are exercisable within 
60 days. 

I tem 12. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS. 

Amphion Investment LLC  

Axcess reached an agreement with Amphion Investment LLC with regards to the note executed between them for 
$393,787 of principal and accrued interest.    Amphion Investment LLC consented to a five-year extension of the note with an 
interest rate of 5% per annum from January 1, 2003 payable in full at maturity of December 31, 2007.     

PV Proceeds Holdings Inc. 
Axcess reached an Agreement to Amend Purchase Note and Payment Term with PV Proceeds Holdings, Inc. the holders 

of a $4.0 million of non-interest bearing note that was due December 31, 2002 and was in default.  PV Proceeds consented to a 
five-year extension of the note with an interest rate of 5% per annum from January 1, 2003 payable in full at maturity of 
December 31, 2007.  As further consideration for entering into the agreement Axcess granted to PV Proceeds Holdings, Inc. a 
warrant to purchase up to 500,000 shares of common stock of Axcess.  The warrants have an exercise price of two dollars 
($2.00) per share and shall expire on the earlier of February 14, 2008 or forty-five days after the principal and all accrued interest 
are paid.  Axcess has also agreed to certain provisions that would further reduce the principal amount over time.   

On October 10, 2003 PV Proceeds Holdings, Inc. elected to convert their Series 1999 Preferred Stock plus accrued 
dividends into 692,142 shares of Axcess common stock contingent upon this Registration Statement becoming effective within 
90 days from the date hereof.  On December 2, 2003, our SB-2 Registration statement went effective. PV Proceeds Holdings, 
Inc. has agreed to certain limitations on the sale of these shares based on our current and future share trading volumes. 

PV Proceeds Holdings, Inc. currently has warrants to purchase up to 500,000 additional common shares of Axcess.  The 
exercise price of the warrants is $2.00 and they expire February 15, 2008 or forty-five days after the note and interest are paid in 
full. 

Amphion Capital Par tners LLC (former ly NVW LLC) 

In 2005, Axcess entered into a one year Borrowed Employees and Advisory Agreement with Amphion Capital Partners LLC 
(“ACP”), to assist us in a variety of areas relating to investor relations and technology research.  ACP will provide Axcess with the 
use of employees who will be dedicated, on a part-time basis, to provide these services, in addition to the services of Robert Bertoldi 
and Richard Morgan.  ACP will provide Axcess the following: (i) Identification, evaluation and advice on a variety of options the 
Axcess to undertake to enhance its current technology offering, including sources of complementary technology and technology 
partnering; (ii) Investor relations services, including becoming the initial point of contact for the Preferred Equity Investors, providing 
both materials and information to interested parties; (iii) Advice and assistance with strategies relating to asset enhancement and 
maximization of asset utilization, including those associated with and intellectual property assets.  In return Axcess has agreed to pay 
ACP $7,500 per month in advance.  During 2006, Axcess elected to renew the contract and the payment was raised to $10,000 per 
month in advance. 

Other Matters  

On July 30, 2002, the wife of Richard C.E. Morgan invested $100,000 in Axcess, pursuant to the terms of a bridge 
financing agreement. Mrs. Morgan acquired a convertible promissory note in the principal amount of $100,000 and 25,000 
unregistered shares of Axcess’  common stock. Axcess registered the common shares in December 2003, and Mrs. Morgan 
agreed not to sell more than one-third of the shares in any calendar month. Axcess and Mrs. Morgan made certain representations 
and warranties in the bridge financing agreement. The convertible promissory note bears interest at a rate of seven percent 
compounded annually. At each of July 30, 2003; July 30, 2004; and July 30, 2005, Mrs. Morgan may elect to convert one-third 
of the principal amount of the note (plus accrued interest thereon) into shares of the Axcess© common stock, provided that we 
have not, on or prior to each such conversion date, retired one-third of the principal amount of the Note. The conversion price 
initially is 65% of the average closing price of a share of our common stock for the twenty trading days preceding the given 
anniversary date, provided that the maximum conversion price shall be $4.00 per share and the minimum conversion price shall 
be $1.00 per share, and the conversion price is subject to adjustment from time to time to reflect any reorganization, 
recapitalization, reclassification, stock dividend, stock split, reverse stock split or other similar change in Axcess© shares of 
common stock. Subject to Mrs. Morgan©s right to convert the note in accordance with its terms, the note may be prepaid without 
penalty. On May 10, 2004 Mrs. Morgan elected to convert $33,333 of the principal and accrued interest into 33,412 shares of 
Axcess common stock.  In February 2006, Mrs. Morgan elected to convert the remaining $66,667 of the principal plus accrued 
interest into 118,722 shares of Axcess common stock. 

In January 2003, the wife of Richard C.E. Morgan invested an additional $20,000 in Axcess, pursuant to the terms of a 
bridge financing agreement. Mrs. Morgan acquired a convertible promissory note in the principal amount of $20,000 and 40,000 
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unregistered shares of Axcess’  common stock. Axcess registered the common shares in December 2003, and Mrs. Morgan 
agreed not to sell more than one-third of the shares in any calendar month. Axcess and Mrs. Morgan made certain representations 
and warranties in the bridge financing agreement. The convertible promissory note bears interest at a rate of seven percent 
compounded annually. At each of January 31, 2004; January 31, 2005; and January 31, 2006, Mrs. Morgan may elect to convert 
one-third of the principal amount of the note (plus accrued interest thereon) into shares of the Axcess© common stock, provided 
that we have not, on or prior to each such conversion date, retired one-third of the principal amount of the Note. The conversion 
price initially is 65% of the average closing price of a share of our common stock for the twenty trading days preceding the given 
anniversary date, provided that the maximum conversion price shall be $4.00 per share and the minimum conversion price shall 
be $1.00 per share, and the conversion price is subject to adjustment from time to time to reflect any reorganization, 
recapitalization, reclassification, stock dividend, stock split, reverse stock split or other similar change in Axcess© shares of 
common stock. Subject to Mrs. Morgan©s right to convert the note in accordance with its terms, the note may be prepaid without 
penalty. On May 10, 2004 Mrs. Morgan elected to convert $6,667 of the principal or accrued interest into 6,172 shares of Axcess 
common stock.  In February 2006, Mrs. Morgan elected to convert the remaining $13,333 of the principal plus accrued interest 
into 23,744 shares of Axcess common stock. 

Richard C.E. Morgan, the Chairman of Axcess© Board of Directors, is the owner of 100.00% of Antiope Partners, LLC, 
60.01% of Amphion Partners, LLC, 60.00% of Amphion Investments, LLC, 0.49% of Amphion Ventures LP, 60.00% of 
Amphion Capital Management LLC, 20.84% of Amphion Capital Partners LLC (formerly NVW LLC) and 9.80% of 
VennWorks, LLC.  Mr. Morgan disclaims beneficial ownership of all of Axcess shares held by these entities.  

Robert J. Bertoldi, a director of Axcess, is the owner of 12.79% of Amphion Capital Partners LLC (formerly NVW LLC), 
33.98% of Amphion Partners, LLC, 40.00% of Amphion Investments, LLC, 40.00% of Amphion Capital Management LLC, 
0.07% of Amphion Ventures LP, and 4.71% of VennWorks, LLC.  Mr. Bertoldi disclaims beneficial ownership of all of Axcess 
shares held by these entities.  

I tem 13. EXHIBITS AND REPORTS ON FORM 8-K.  

 

Exhibit No.  Descr iption 

3.1 
 

Amended and Restated Certificate of Incorporation of the Company.  Incorporated herein by reference to 
Exhibit A to the Company’s 2005 Definitive Proxy Statement filed June 2, 2006 

3.2 
 

By-laws of the Company.  Incorporated herein by reference to Exhibit 3.2 to the Company’s Registration 
Statement on Form S-1 (Registration No. 2-80946) 

3.3 

 

Certificate of Designations, Preferences, Powers and Rights of Series 2003B Preferred Stock, Series 2004 
Preferred Stock and Series 2005 Preferred Stock of the Company.  Incorporated herein by reference to Exhibit 
B to the Company©s 2005 Definitive Proxy Statement filed June 2, 2006. 

+ 10.1 

 

Employment Agreement dated July 16, 1999, by and between the Company and Allan Griebenow. 
Incorporated herein by reference to Exhibit 10.19 to the Company©s Annual Report on Form 10-KSB for the 
year ended December 31, 1999. 

+ 10.2 
 

Axcess International Inc. 2005 Equity Incentive Plan. Incorporated herein by reference to Exhibit A to the 
Company©s 2005 Definitive Proxy Statement filed June 1, 2005. 

10.3 

 

Agreement to amend purchase note and payment terms as of December 12, 2003, executed by Axcess and PV 
Proceeds holdings, Inc. Incorporated herein by reference to Exhibit 10.1 on Form 8-K filed on December 16, 
2003. 

10.4 
 

Amended and restated purchase note dated as of December 12, 2003, executed by Axcess and PV Proceeds 
holdings, Inc. Incorporated herein by reference to Exhibit 10.2 on Form 8-K filed on December 16, 2003. 

10.5 
 

Agreement to amend demand note dated as of December 12, 2003, executed by Axcess and Amphion 
Investment LLC. Incorporated herein by reference to Exhibit 10.3 on Form 8-K filed on December 16, 2003. 

10.6 

 

Amended demand note dated as of November 30, 2003, executed by Axcess payable to Amphion Investment 
LLC in the principal amount of $393,787. Incorporated herein by reference to Exhibit 10.4 on Form 8-K filed 
on December 16, 2003. 

10.7 

 

Axcess Convertible note dated as of November 9, 2006, executed by Axcess payable to Amphion Innovations 
PLC in the principal amount of $140,000.  Incorporated herein by reference to Exhibit 10.1 on Form 8-K filed 
November 13, 2006. 

10.8  Form of Bridge Financing Agreement, dated as of July 30, 2002, between the Company and certain investors.  
Incorporated herein by reference to Exhibit 10.4 to the Company’s Quarterly Report on Form 10-QSB for the 
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quarter ended June 30, 2002. 

10.9   Advisory agreement between NVW LLC and Axcess. *  

10.10  Form of Stock Purchase agreement for the 2006C Preferred Equity Offering. *  

10.11 
 

Form of Voting Common Stock Purchase Warrant between the Company and certain investors of the exempt 
2005 Preferred Stock Offering. *  

10.12 
 

Form of Voting Common Stock Purchase Warrant between the Company and certain investors of the exempt 
2006 Preferred Stock Offering. *  

10.13 
 

Form of Voting Common Stock Purchase Warrant between the Company and certain investors of the exempt 
2006B Preferred Stock Offering. *  

10.14 
 

Form of Voting Common Stock Purchase Warrant between the Company and certain investors of the exempt 
2006C Preferred Stock Offering. *  

21.1  Subsidiaries of the Company.  *  

23.1  Consent of Hein & Associates LLP. *  

31.1 
 

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

31.2 
 

Certification of our Vice President, Chief Financial Officer, Secretary and Principal Accounting and Financial 
Officer, under Section 302 of the Sarbanes-Oxley Act of 2002.  *  

32.1 
 

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

32.2 
 

Certification of our Vice President, Chief Financial Officer, Secretary and Principal Accounting and Financial 
Officer, under Section 906 of the Sarbanes-Oxley Act of 2002.  *  

99.1  Audit Committee charter. *  

99.2  Nominating and Governance Committee charter. *  

99.3  Whistleblower Policy. *  

(b) Reports on Form 8-K: 

Date 
 

Descr iption 

February 15, 2007 
 

On February 15, 2007, Axcess International Inc. filed an 8-K announcing the results for the year ended 
December 31, 2006. 

January 31, 2007 
 

On January 31, 2007, Axcess International Inc. filed an 8-K announcing they closed on $1,500,000 of 
the 2006C Preferred Equity round. 

January 23, 2006 
 

On January 23, 2007, Axcess International Inc. filed an 8-K announcing they closed on $500,000 of the 
2006C Preferred Equity round and received a $2,006,000 million order from an entity in Barbados. 

 

*  Filed herewith 
+ Denotes management contract or compensatory plan. 

I tem 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES. 

The following table presents fees for professional audit services rendered by Hein & Associates LLP for the audit of 
Axcess International Inc.’s annual consolidated financial statements for the years ended December 31, 2006 and December 31, 
2005 and fees billed for other services rendered by Hein & Associates LLP during those periods.   

 
  

December  31, 
2006  

December  31, 
2005  

Audit fees (1)   $ 59,661  $ 48,064  
Audit related fees (2)   —  —  
Tax fees (3)   10,000  10,930  
All other fees (4)   —  —  
    Total   $ 69,661  $ 58,994  
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1)  Audit Fees consist of fees billed for professional services rendered for the audit of the Company©s 
consolidated annual financial statements and review of the interim consolidated financial statements 
included in quarterly reports and services that are normally provided by Hein & Associates LLP in 
connection with statutory and regulatory filings or engagements. 
 
2)  Audit-Related Fees would normally consist of fees billed for assurance and related services that are 
reasonably related to the performance of the audit or review of the Company©s consolidated financial 
statements and are not reported under "Audit Fees." 
 
(3) Tax Fees consist of fees billed for professional services rendered for federal and state tax 
compliance, tax advice and tax planning. 
 
(4) All Other Fees would normally consist of fees for services other than the services reported above. 

 
Axcess International, Inc.’s Audit Committee approves the engagement of an accountant to render  all  audit  and  non-

audit  services  prior  to  the  engagement  of the accountant  based upon a proposal by the  accountant of estimated fees and 
scope of the engagement.  Axcess International, Inc.’s Audit Committee has received the written disclosure and the letter from 
Hein & Associates LLP required by Independence Standards Board Standard No. 1, as currently in effect, and has discussed with 
Hein & Associates LLP their independence. 

 
 

SIGNATURES 

In accordance with Section 13 or 15(d) of the Exchange Act, the registrant has caused this report to be signed on its 
behalf by the undersigned, thereunto duly authorized, on the 2nd day of March 2007. 

 

AXCESS INTERNATIONAL INC. 
 

 By: /s/ Richard C.E. Morgan 
 Richard C.E. Morgan, Chairman of the Board 

 
In accordance with the Exchange Act, this report has been signed by the following persons on behalf of the registrant and in the 
capacities indicated, on the 2nd day of March 2007. 
 

 
Signature Capacity 

  
/s/ Richard C.E. Morgan Chairman of the Board 
Richard C.E. Morgan  
  
/s/ Allan Griebenow Director, President and Chief Executive Officer 
Allan Griebenow (Principal Executive Officer) 
  
/s/ Allan L. Frank Chief Financial Officer 
Allan L. Frank (Principal Accounting and Financial Officer) 
  
/s/ Paul J. Coleman, Jr. Director 
Paul J. Coleman, Jr.  
  
/s/ Robert J. Bertoldi Director 
Robert J. Bertoldi  
  
/s/ Robert F. Hussey Director 
Robert F. Hussey  

 



 

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 

The Board of Directors and Stockholders of Axcess International, Inc. 

We have audited the accompanying consolidated balance sheets of Axcess International, Inc. (the Company) as of December 31, 
2006 and 2005 and the related consolidated statements of operations, stockholders© deficit and cash flows for the years then 
ended. These financial statements are the responsibility of the Company©s management. Our responsibility is to express an 
opinion on these consolidated financial statements based on our audits. 

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). 
Those standards require that we plan and perform the audits to obtain reasonable assurance about whether the financial 
statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and 
disclosures in the financial statements. An audit also includes assessing the accounting principles used and significant estimates 
made by management, as well as evaluating the overall financial statement presentation. We believe that our audits provide a 
reasonable basis for our opinion. 

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial 
position of Axcess International, Inc., at December 31, 2006 and 2005, and the results of its operations and cash flows for the 
years then ended in conformity with accounting principles generally accepted in the United States of America. 

The accompanying consolidated financial statements have been prepared assuming that the Company will continue as a going 
concern. As discussed in Note 2 to the consolidated financial statements, the Company©s recurring losses from operations and 
resulting continued dependence upon access to additional external financing raise substantial doubt about its ability to continue 
as a going concern.  If the Company is unable to generate profitable operations or raise additional capital it may be forced to seek 
protection under federal bankruptcy laws.  Management©s plans in regard to these matters are also described in Note 2. The 
consolidated financial statements do not include any adjustments that might result from the outcome of this uncertainty. 

 

/s/ HEIN & ASSOCIATES LLP 

 

February 28, 2007 
Dallas, Texas 
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AXCESS INTERNATIONAL INC.  
CONSOLIDATED BALANCE SHEETS 

DECEMBER 31, 2006 and 2005 
 

  2006  2005  
ASSETS      
      

Current assets:       
Cash and cash equivalents  $ 347,361   $ 236,869   
Accounts receivable - trade, net of allowance for doubtful accounts of 16,868 

and $17,389 for 2006 and 2005, respectively.  252,230   141,200   
Inventory, net  396,305   112,270   
Prepaid expenses and other  92,090   72,628   

        

Total current assets  1,087,986   562,967   
        

Property, plant and equipment, net  18,369   29,387   
Deferred debt issuance costs  168,963  337,926  
Other assets  2,934   2,699   
        

Total assets  $ 1,278,252   $ 932,979   
       

LIABILITIES AND STOCKHOLDERS’  DEFICIT       
       

Current liabilities:       
Accounts payable  $ 101,261   $ 252,155   
Accrued liabilities  1,147,015   959,149   
Notes payable:        

Convertible notes payable (includes $80,000 with related parties in 2005)   3,365,500   396,666   
Discounts on convertible debt  —  (5,520 ) 

Dividends payable  138,594   208,780   
Total current liabilities  4,752,370   1,811,230   

        

Notes payable to stockholders  —  3,709,071  
      

Total liabilities  4,752,370  5,520,301   
 

Commitments and contingencies (Notes 1, 2, 8 and 13)                                                                                                                                                                                                                                                               
Stockholders’  deficit:       

Convertible preferred stock, 10,000,000 and 7,000,000 shares authorized in  
2006 and 2005, respectively Without liquidation preferences; $0.01 par     
value, 7,073,550 and 3,371,495 shares issued and outstanding in 2006 and 

2005, respectively  70,735  33,715  
Common stock, $.01 par value, 70,000,000 and 50,000,000 shares authorized 

in 2006 and 2005, respectively; 28,657,313  shares issued and outstanding 
in 2006 and 27,437,111 shares issued and outstanding in 2005  286,573   274,371   

Shares of common stock to be issued, 5,333 shares as of December 31, 2005  —   53   
Non-voting convertible common stock, $.01 par value, 0 and 2,250,000 shares 

authorized in 2006 and 2005, respectively; no shares issued and outstanding   
in 2006 or 2005  —   —   

Additional paid-in capital  158,184,537   153,436,725   
Accumulated deficit  (162,015,963 ) (158,332,186 ) 

        

Total stockholders’  deficit  (3,474,118 ) (4,587,322 ) 
        

Total liabilities and stockholders’  deficit  $ 1,278,252   $ 932,979   
 
 

See accompanying notes. 



 

 
AXCESS INTERNATIONAL INC. 

CONSOLIDATED STATEMENTS OF OPERATIONS 
YEARS ENDED DECEMBER 31, 2006 and 2005 

  
 

   2006  2005  
      
Sales   $ 1,501,296   $ 1,080,240   
Cost of sales   837,789   594,158  
Inventory impairment   6,664  55,557  
        

Gross profit   656,843   430,525  
Expenses:        

Research and development   1,380,875   935,248  
General and administrative   1,795,479   1,373,980   
Selling and marketing   1,171,023   960,249   
Depreciation, amortization and impairment   18,805   27,631   

         
Operating expenses   4,366,182   3,297,108   

         
Loss from operations   (3,709,338 ) (2,866,583 ) 

       
Other income (expense):         

Interest expense   (351,791 ) (715,895 ) 
Gain on vendor settlements   102,516  326,424   
Gain on sale of intellectual property   600,000   —  

         
Other income (expense), net   350,725  (389,471 ) 

         
Net loss   (3,358,613 ) (3,256,054 ) 
       

Preferred stock dividend requirements         
Recurring   (325,163 ) (325,163 ) 
Warrant inducement   —   (2,060,397   
2005 Preferred equity offering   (1,489,245 ) (813,021 ) 
2006 Preferred equity offering   (645,020 ) —  
2006B Preferred equity offering   (750,000 ) —  

       
Preferred stock dividend requirements   (3,209,428 ) (3,198,581 ) 

       
Net loss applicable to common stock   $ (6,568,041 ) $ (6,454,635 ) 

         
Basic and diluted net loss per share   $ (0.23 ) $ (0.24 ) 
         
Weighted average shares of common stock outstanding   28,329,221  26,850,272  

 
 
 

See accompanying notes. 
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AXCESS INTERNATIONAL INC. 
CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ DEFICIT 

YEARS ENDED DECEMBER 31, 2006 and 2005 
 

 
CONVERTIBLE 

PREFERRED STOCK COMMON STOCK  
   

 

NUMBER 
OF 

SHARES 
PAR 

VALUE 

NUMBER 
OF 

SHARES 
PAR 

VALUE 

ADDITIONAL 
PAID-IN 
CAPITAL 

COMMON 
STOCK 

ISSUABLE 
ACCUMULATED 

DEFICIT 

TOTAL 
STOCKHOLDERS© 

DEFICIT 
Balance at December 31, 2004 2,415,000 $   24,150 24,720,939 $   247,209 $  149,898,600 $     -- $   (154,750,969) $     (4,581,010) 
         
Shares issued in conjunction with 2005 
Preferred equity offering 

 
362,942 

 
3,629 

 
-- 

 
-- 

 
304,870 

 
-- 

 
-- 

 
308,499 

Conversion of notes payable and accrued 
interest into 2005 preferred stock 

 
593,553 

 
5,936 

 
-- 

 
-- 

 
498,585 

 
-- 

 
-- 

 
504,521 

Conversion of Convertible note -- -- 369,968 3,700 369,924 -- -- 373,624 
Issuance of common stock upon exercise 
of warrants 

 
-- 

 
-- 

 
296,066 

 
2,961 

 
300,890 

 
-- 

 
-- 

 
303,851 

Shares issued in conjunction with accrued 
dividends  

 
-- 

 
-- 

 
292,198 

 
2,922 

 
429,524 

 
-- 

 
-- 

 
432,446 

Shares issued in conjunction with warrant 
inducement  

 
-- 

 
-- 

 
1,702,840 

 
17,028 

 
1,612,841 

 
53 

 
-- 

 
1,629,922 

Issuance of common stock upon exercise 
of stock options 

 
-- 

 
-- 

 
55,100 

 
551 

 
21,491 

 
-- 

 
-- 

 
22,042 

Preferred stock dividends -- -- -- -- -- -- (325,163) (325,163) 
Net Loss -- -- -- -- -- -- (3,256,054) (3,256,054) 
         
Balance at December 31, 2005 3,371,495 $   33,715 27,437,111 $   274,371 $  153,436,725 $     53 $   (158,332,186) $     (4,587,322) 
         
Issuance of common stock upon exercise 
of warrants 

 
-- 

 
-- 

 
55,333 

  
553 

  
32,000 

 
(53) 

 
--  

  
32,500 

Issuance of common stock upon exercise 
of stock options 

 
-- 

 
-- 

  
19,200 

 
192 

 
7,488 

 
-- 

 
-- 

  
7,680 

Conversion of convertible note and 
accrued interest  

 
-- 

 
-- 

  
706,394 

 
7,064 

 
409,712 

 
-- 

 
-- 

 
416,776 

Shares issued in conjunction with 2005 
Preferred stock offering 

 
1,752,055 

 
17,520 

 
-- 

 
-- 

 
1,446,724 

 
-- 

 
-- 

  
1,464,244 

Conversion of accrued dividends -- -- 439,275 4,393 390,956 -- -- 395,349 
Shares issued in conjunction with 2006 
Preferred stock offering 

 
1,200,000 

 
12,000 

 
-- 

 
-- 

 
1,008,000 

 
-- 

 
-- 

 
1,020,000 

Shares issued in conjunction with 2006B 
Preferred stock offering 

 
750,000 

 
7,500 

 
-- 

 
-- 

 
742,500 

 
-- 

 
-- 

 
750,000 

Preferred stock dividends -- -- -- -- -- -- (325,163) (325,163) 
Stock based compensation expense -- -- -- -- 710,432 -- -- 710,432 
Net Loss -- -- -- -- -- -- (3,358,613) (3,358,613) 
         
Balance at December 31, 2006 7,073,550 $   70,735 28,657,313 $   286,573 $  158,184,537 $     -- $   (162,015,963) $     (3,474,118) 

 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

See accompanying notes 
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AXCESS INTERNATIONAL INC. 
CONSOLIDATED STATEMENTS OF CASH FLOWS 

YEARS ENDED DECEMBER 31, 2006 and 2005 
 

  2006  2005  
      

Cash flows from operating activities:      
Net loss  $ (3,358,613 ) $ (3,256,054 ) 
Adjustments to reconcile net loss to net cash used 

by operating activities:        
Depreciation and amortization  18,805   27,631   
Gain on vendor settlements and statutory write-off of payables  (102,516 ) (326,424 ) 
Amortization of financing discount and issuance costs  174,483   487,010   
Stock based compensation expense  710,432  —  
Gain on sale of intellectual property  (600,000 ) —  
Inventory impairment  6,664  55,557  
Changes in operating assets and liabilities:        

Accounts receivable  (111,030 ) (61,235 ) 
Inventory  (290,699 )  (23,113 ) 
Prepaid expenses and other  (19,462 )  24,536   
Other assets  (235 ) 1,207  
Accounts payable and accrued liabilities  159,597  312,850   

Net cash used by operating activities  (3,412,574 ) (2,758,035 ) 
        

Cash flow from investing activities:        
Proceeds from sale of intellectual property  600,000  —  
Capital expenditures  (7,787 ) (7,490 ) 

Net cash generated / (used) by investing activities  592,213  (7,490 ) 
        

Cash flow from financing activities:        
Principal payments on financing agreements  (343,570 ) (223,022 )  
Borrowings in financing agreements  —  500,000  
Net proceeds from issuance of common stock from employee options  7,680  22,042  
Net proceeds from issuance of common and preferred stock and exercise of warrants  3,266,743   2,242,273   

Net cash provided by financing activities  2,930,853   2,541,293   
        

Net increase / (decrease) in cash and cash equivalents  110,492   (224,232 ) 
Cash and cash equivalents, beginning of year  236,869   461,101   
Cash and cash equivalents, end of year  $ 347,361   $ 236,869   
        

Supplemental information:        
Cash paid during the year for interest  $ —   $ —   

 
 
 

Supplemental disclosure of non-cash investing and financing activities:      
Conversions of notes payable into common stock  $ 396,667   323,333  
Conversions of accrued interest into common stock   20,109   50,291  
Conversions of accrued dividends into common stock   395,349   432,446  
Preferred stock dividends accrued   325,163   325,163  
Conversion of notes payable into preferred stock   —   500,000  
Conversion of accrued interest into preferred stock   —   4,520  

 

See accompanying notes 

 
F - 5 



 

AXCESS INTERNATIONAL, Inc. 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

 

(1) Summary of Significant Accounting Policies  

(a)  Descr iption of Business 

 The Company is a leading provider of patented Radio Frequency Identification (“RFID”) and Real Time Location 
Systems (“RTLS”) solutions that locate, track, monitor, count and protect people, assets, and vehicles, thereby improving 
productivity, security and access to real-time intelligence.  The Company’s multiuse, single-system solutions include active, dual 
and semi-active RFID tags, activators and readers that support automatic monitoring and tracking applications, such as electronic 
asset protection and asset management, and automatic personnel and vehicle access control.  Axcess’  web-based software 
provides a suite of management tools that include reporting, display, decision and control functions that enable productivity, 
security and local positioning.    

The Company©s business plan for 2007 is predicated principally upon the successful marketing of its RFID. During 2006, 
operating activities utilized approximately $3.4 million of cash. During 2006 the Company raised a net of $3.3 million of 
additional working capital through Preferred Stock offerings, exercise of warrants and stock options. We closed three preferred 
stock offerings during 2006 and raised approximately $3.7 million.  The shares are designated 2005, 2006 and 2006B.  The 
Company issued 2,125,205 shares of Preferred Stock bearing no dividend and equal number of warrants to purchase the 
Company©s common stock exercisable for five years at $1.50 - $2.00 per share.  The offering also included a company call 
provision if the closing twenty-day average stock price is over $3.00 per share. However, even with the additional funding, the 
Company anticipates that its existing working capital resources and revenues from operations will not be adequate to satisfy its 
funding requirements in 2007.  

The future results of operations and financial condition of the Company will be impacted by the following factors, 
among others: changes from anticipated levels of sales, access to capital, future national or regional economic and competitive 
conditions, changes in relationships with customers, difficulties in developing and marketing new products, marketing existing 
products, customer acceptance of existing and new products, validity of patents, technological change, dependence on key 
personnel, availability of key component parts, dependence on third party manufacturers, vendors, contractors, product liability, 
casualty to or other disruption of the production facilities, delays and disruptions in the shipment of the Company©s products, and 
the ability of the Company to meet its stated business goals.  

If the Company©s losses or lack of operating capital continue, the Company will have to obtain funds to meet its cash 
requirements through business alliances, such as strategic or financial transactions with third parties, the sale of securities or 
other financing arrangements, or the Company may be required to curtail its operations, seek a merger partner, or seek protection 
under federal bankruptcy laws. Any of the foregoing may be on terms that are unfavorable to the Company or disadvantageous to 
existing stockholders. In addition, no assurance may be given that the Company will be successful in raising additional funds or 
entering into business alliances.  

(b)  Company Organization and Basis of Presentation 

The accompanying consolidated financial statements include the accounts of the Company and its majority-owned 
subsidiaries. All significant intercompany accounts and transactions have been eliminated in consolidation. 

The Company has received working capital in various forms from Amphion Ventures, L. P. and affiliates of Amphion 
Ventures, L. P. including Amphion Partners, Amphion Investments LLC, Antiope Partners LLC, VennWorks LLC (formerly 
incuVest LLC), Amphion Capital Management LLC, Amphion Innovations plc, Amphion Innovations US Inc. and NVW, LLC 
(collectively, the "Amphion Group"). The Amphion Group owns approximately 55% of the outstanding voting common stock of 
the Company.  

(c)  Use of Estimates 

The preparation of financial statements in conformity with accounting principles generally accepted in the United States 
requires management to make estimates and assumptions that effect the amounts reported in the financial statements and 
accompanying notes. As discussed below, the Company makes significant assumptions in recording its allowance for doubtful 
accounts, inventory valuation, impairment of long-lived assets, warranty costs, the valuation allowance for deferred tax assets, 
the value of components of equity and debt instruments and stock based compensation expense. Actual results could differ from 
those estimates, and the differences may be significant.  

(d)  Cash and Cash Equivalents 

The Company considers all highly liquid debt instruments with original maturities of three months or less to be cash 
equivalents.  



 

(e)  Inventory 

Inventory is valued at the lower of cost or market using the first-in, first-out method. Inventory was comprised of the 
following at December 31, 2006 and December 31, 2005:  

 
  

December  31, 
2006  

December  31, 
2005  

Raw materials   $ 31,344  $ 10,887  
Work-in-process   114  109  
Finished goods   364,847  101,274  
   $ 396,305  $ 112,270  

 
The Company recorded charges of $6,664 and $55,557 for inventory impairment during the years ended December 31, 

2006 and 2005, respectively.  The amounts reflect items that have not been able to be used by the Company’s contract 
manufacturers in the building of additional products mainly relating to the video products. The impairment charges were as a 
result of the change in strategy to contract manufacturing.   

The components of cost of sales are summarized as follows:  
     
 

  
December  31, 

2006  
December  31, 

2005  
Product Cost   $ 811,669  $ 609,295  
Warranty Expense   26,120  (15,137 ) 
Inventory Impairment   6,664  55,557  
Cost of Sales   $ 844,453  $ 649,715  

(f)  Property and Equipment 

Property and equipment are recorded at cost and depreciated using the straight-line method over the estimated useful 
lives of the assets. The Company capitalizes costs associated with software developed or obtained for internal use when both the 
preliminary project stage is completed and management has authorized further funding for the project, which it deems 
completion to be probable, and that the project will be used to perform the function intended. Capitalization of such costs ceases 
no later than the point at which the project is substantially complete and ready for its intended use. The Company currently has 
no capitalized software development on its books.  

(g)  Intangible Assets 

Intangible assets, which consist primarily of patents and developed technologies, have been recorded as the result of 
acquisitions of business and developed technologies and are being amortized on the straight-line basis over five years. As of 
December 31, 2006 intangible assets are fully amortized. 

(h)  Impairment of Long-L ived Assets-and Long-L ived Assets to Be Disposed Of 

Long-lived assets and identifiable intangible assets are reviewed for impairment whenever events or changes in 
circumstances indicate that the carrying amount of an asset may not be recoverable. Recoverability of assets to be held and used 
is measured by a comparison of the carrying amount of an asset to future net cash flows expected to be generated-by the asset. If 
such assets are considered to be impaired, the impairment to be recognized is measured by the amount by which the carrying 
amount of the asset exceeds the fair value of the assets based on estimated future cash flows. Assets to be disposed of are 
reported at the lower of-the carrying amount or fair value less costs to sell. Revenues from the sale of products utilizing the 
Company©s purchased technologies have not grown according to expectations and the Company has experienced operating losses 
since the respective dates of acquisition.  The Company believes that assumptions made in projecting future cash flows for this 
evaluation are reasonable. However, if future actual results do not meet expectations, the Company may be required to record an 
additional impairment charge, the amount of which could be material to the results of its operations and financial position. 
During the years ended December 31, 2006 and 2005 the Company recorded no impairment charges for its long-lived assets.  

(i)  Financial Instruments 

Financial instruments that potentially subject the Company to concentrations of credit risk consist primarily of trade 
accounts receivable and notes receivable. Products are sold to customers, including distributors and integrators, located 
principally in the United States. The Company continually evaluates the creditworthiness of its customers© financial condition 
and generally does not require collateral. The Company evaluates the collectability of its accounts receivable based on a 
combination of factors. In circumstances where the Company is aware of a specific customer©s inability to meet its financial 
obligations to us, the Company records a specific reserve for bad debts against amounts due. The Company has not experienced 
significant losses on uncollectible accounts receivable.  



 

The carrying amounts of cash equivalents, accounts receivable, accounts payable, accrued liabilities and notes payable 
approximate fair value because of the short-term maturity of these instruments.  

(j )  Revenue Recognition 

The Company recognizes revenue on sales of its products when the products are shipped from the Company. Company 
policy does not allow customers to return products for credit. The Company currently provides a one-year warranty on all 
products. Provision is made at the time the related revenue is recognized for estimated product repair costs.  

 (k)  Research and Development Costs 

Research and development costs are expensed as incurred.  

 (l)  Depreciation and Amortization 

Depreciation of property and equipment is recorded using the straight-line method over the estimated useful lives of the 
respective assets. Internally developed software and purchased technologies are amortized over the estimated useful lives of the 
respective technology.  

(m)  Stock-Based Compensation 

 Beginning January 1, 2006, the Company adopted the fair value recognition provisions of Statement of Financial 
Accounting Standards No. 123R, “ Share-Based Payment”  (“SFAS 123R”), using the modified prospective transition method. In 
addition, the Securities and Exchange Commission issued Staff Accounting Bulletin No. 107 “Share-Based Payment”  (SAB 
107”) in March 2005, which provides supplemental SFAS 123R application guidance based on the views of the SEC.  Under the 
modified prospective transition method, compensation cost recognized in the twelve months ended December 31,  2006 includes: 
(a) compensation cost for all share-based payments granted prior to, but not yet vested as of January 1, 2006, based on the grant 
date fair value estimated in accordance with the original provisions of SFAS No. 123, and (b) compensation cost for all share-
based payments granted beginning January 1, 2006, based on the grant date fair value estimated in accordance with the 
provisions of SFAS 123R.  In accordance with the modified prospective transition method, results for prior periods have not 
been restated. 

 The adoption of SFAS 123R resulted in stock compensation expense for the twelve months period ended December 31, 
2006 of $710,432 to operating expenses.  This expense increased net loss per share by $0.02 for the twelve months ended 
December 31, 2006.  The Company did not recognize a tax benefit from the stock compensation expense because the Company 
considers it is more likely than not the related deferred tax assets, which have been reduced by a full valuation allowance, will 
not be realized. 

The Black-Scholes option-pricing model was used to estimate the option fair value.  The option pricing model requires a 
number of assumptions, of which the most significant are, expected stock price volatility and the expected option term (the 
amount of time from the grant date until the options are exercised or expire).  Expected volatility was calculated based upon 
actual historical stock price movements over the most recent periods at the time of the grants equal to the expected option term.  
The expected option term was calculated using the “simplified”  method permitted by SAB 107.   

Pro-Forma Stock Compensation Expense for  the Twelve Months Ended December  31, 2005 

For the twelve months ended December 31, 2005, the Company accounted for its stock-based compensation plan under 
Accounting Principles Board ("ABP") Opinion No. 25, Accounting for Stock Issued to Employees.   Since all options granted 
during the periods had an exercise price equal to the closing market price of the underlying common stock on the grant date, no 
compensation expense was recorded.  If compensation expense had been recognized based on the estimated fair value of each 
option granted in accordance with the provisions of Statement of Financial Accounting Standard ("FAS") No. 123, Accounting 
for Stock-Based Compensation, as amended by FAS 148, Accounting for Stock-Based Compensation—Transition and 
Disclosure, issued in December 2002, our net loss and net loss per share would have been increased to the following pro-forma 
amounts: 

 Twelve  
Months  
Ended  

December 31,  
2005 

Pro forma impact of fair  value method (FAS 148)   
Reported net loss attributed to common stock $ (6,454,635) 
Less: fair value of employee stock compensation  (688,485) 
Pro forma net loss attributed to common stock  (7,143,120) 
   



 

Loss per common share   
Basic and diluted net loss per share – as reported $ (0.24) 
Basic and diluted net loss per share – pro forma $ (0.27) 
   

Weighted average Black-Scholes fair  value assumptions   
Risk free interest rate  4.25% 
Expected life  3 years 
Expected volatility  164% 
Expected dividend yield   0.0% 

In accordance with the modified prospective transition method of SFAS 123(R), the prior comparative results have not 
been restated.   The following table illustrates the effect on operating expenses from applying the fair value recognition 
provisions of SFAS 123(R) in 2006 and as if we had applied the fair value recognition provisions of SFAS No. 123 in 2005: 

  
Twelve Months Ended 

December 31, 
  2006  2005 
Research and development expense  $ 152,391  $ 113,247  
General and administrative expense  417,889   447,594  
Selling and marketing expense  140,152   127,644  
    Total  $ 710,432  $ 688,485  

(n)  Income Taxes 

Deferred tax assets and liabilities are recognized for the future tax consequences attributable to differences between the 
financial statement carrying amounts of existing assets and liabilities and their respective tax bases. Deferred tax assets and 
liabilities are measured using enacted tax rates expected to apply to taxable income in the years in which those temporary 
differences are expected to be recovered or settled. Valuation allowances are established when necessary to reduce deferred tax 
assets to the amount more likely than not to be realized. Income tax expense is the total of tax payable for the period and the 
change during the period in deferred tax assets and liabilities.  

(o)  Net Loss Per  Common Share 

Basic loss per share data is computed by dividing the net loss applicable to common stock by the weighted average 
number of common shares outstanding during the year. Diluted earnings per share, which includes the dilutive effect of the 
conversion of convertible preferred stock and the convertible debt and exercise of options and warrants has not been presented 
because, due to the net losses recorded by the Company for all periods presented, their inclusion would be anti-dilutive. 
Conversion of convertible preferred stock, convertible debt and the exercise of options and warrants would result in 46,724,459 
and 38,034,240 common shares outstanding at December 31, 2006 and 2005, respectively.  

(p)  Significant Customers 

During the twelve months ended December 31, 2006 and 2005, the Company had no customer that accounted for more 
than 9% of the Company’s overall revenue. 

(q)  Recent Accounting Pronouncements 

 In September 2006, the SEC issued SAB 108, “Considering the Effects of Prior Year Misstatements when Quantifying 
Misstatements in Current Year Financial Statements”  (“SAB 108”). SAB 108 provides interpretive guidance on how the effects 
of the carryover or reversal of prior year misstatements should be considered in quantifying a current year misstatement. The 
pronouncement prescribes an approach whereby the effect of all unrecorded identified errors should be considered on all of the 
financial statements rather than just either the effect on the balance sheet or the income statement. We adopted the provisions of 
SAB 108 as of December 31, 2006. The adoption of SAB 108 did not have a material impact on our consolidated financial 
statements.  

 On July 13, 2006, the Financial Accounting Standards Board (“FASB”) issued Interpretation No. 48, “Accounting for 
Uncertainty in Income Taxes — an interpretation of FASB Statement No. 109”  (“FIN 48”), which clarifies the accounting for 
uncertainty in tax positions. FIN 48 requires recognition in the financial statements of the impact of a tax position, if that position 
is more likely than not of being sustained on audit, based on the technical merits of the position. The provisions are effective for 
our first quarter 2007 financial statements with the cumulative effect, if any, of the change in accounting principle recorded as an 
adjustment to the opening balance of retained earnings. We are currently evaluating the impact of adopting FIN 48 on our 
consolidated financial statements but do not expect the impact to be material.  

 In September 2006, the FASB issued SFAS No. 157, “Fair Value Measurements”  (SFAS No. 157). SFAS No. 157 
defines fair value, establishes a framework for measuring fair value and expands disclosures about fair value measurements. 



 

SFAS No. 157 is effective for financial statements issued for fiscal years beginning after November 15, 2007 and interim periods 
within those fiscal years. We are currently evaluating the impact that SFAS No. 157 will have on our consolidated financial 
statements.  

(2)  Operations, L iquidity and Going Concern  

 Since inception, the Company has utilized the proceeds from a number of public and private sales of their equity 
securities, the exercise of options and warrants and more recently, convertible debt, short-term bridge loans from stockholders 
and preferred equity offerings to meet their working capital requirements. At December 31, 2006, the Company had a working 
capital deficit of $3,664,384.  

The Company operations continued to generate losses in 2006. Their cash increased $110,492 during 2006 with operating 
activities using $3,412,574 of cash. The Company funded operations primarily through equity offerings with financing activities 
providing net cash of $2,930,853. No assurance can be given that such activities will continue to be available to provide funding 
to their business.  Their business plan for 2007 is predicated principally upon the successful marketing of their RFID products. 
The Company anticipates that their existing working capital resources and revenues from operations will not be adequate to 
satisfy their funding requirements in 2007. 

The Company working capital requirements will depend upon many factors, including the extent and timing of their product 
sales, their operating results, the status of competitive products, and actual expenditures and revenues compared to their business 
plan. The Company is currently experiencing declining liquidity, losses from operations and negative cash flows, which make it 
difficult for the Company to meet their current cash requirements, including payments to vendors, and may jeopardize their 
ability to continue as a going concern. The Company intends to address their liquidity problems by controlling costs, seeking 
additional funding (through capital raising transactions and business alliances) and maintaining focus on revenues and 
collections. 

The Company auditors have included an explanatory paragraph in their audit opinion with respect to the Company’s 
consolidated financial statements at December 31, 2006. The paragraph states that the Company’s recurring losses from 
operations and resulting continued dependence on access to external financing raise substantial doubts about the Company’s 
ability to continue as a going concern. Furthermore, the factors leading to and the existence of the explanatory paragraph may 
adversely affect the Company’s relationship with customers and suppliers and have an adverse effect on their ability to obtain 
financing. 

If the Company losses continue, the Company will have to obtain funds to meet their cash requirements through business 
alliances, such as strategic or financial transactions with third parties, the sale of securities or other financing arrangements, or 
the Company may be required to curtail their operations, seek a merger partner, or seek protection under federal bankruptcy 
laws. Any of the foregoing may be on terms that are unfavorable to the Company or disadvantageous to existing stockholders. In 
addition, no assurance may be given that the Company will be successful in raising additional funds or entering into business 
alliances. 

(3) Prepaid Expenses and Other  Current Assets 

Prepaid expenses and other consists of the following:  

  
December 31, 

2006  
December 31, 

2005  
Prepaid insurance  $ 58,571  $ 47,733   
Prepaid trade shows  6,800  6,600   
Prepaid other  26,719  18,295   
  $ 92,090 $ 72,628   

(4)  Property, Plant and Equipment 

Property, plant and equipment consist of the following:  

  
December 31, 

2006  
December 31, 

2005  

Amortization/ 
Depreciation 

Per iod  
Leasehold improvements  $ 66,435   $ 66,435   Lease term   
Machinery and equipment  1,800,742   1,792,956   5 years   
Furniture and fixtures  128,675   128,675   5 to 10 years   
  1,995,852  1,988,066     
Accumulated depreciation and amortization  (1,977,483 ) (1,958,679 )   
Property, plant and equipment, net  $ 18,369   $ 29,387     



 

Depreciation totaled $18,804 and $27,498 during 2006 and 2005, respectively.  

(5)  Intellectual property 

Intellectual property consists of the following:  

  
December 31, 

2006  
December 31, 

2005  
Useful 
L ives  

Weighted 
Average 

Remaining 
Useful 

L ives at 
December 31, 

2005  
Purchased RFID technology  $ 1,714,449  $ 1,714,449  5 years  — 
Purchased video technology  5,087,483  5,087,483   5 years  — 
Internally developed software  350,337  350,337   5 years  — 
  7,152,269  7,152,269      
Accumulated amortization and impairment  (7,152,269) (7,152,269 )    
Intellectual property, net  $ —  $ —     

As of December 31, 2006 and 2005 intellectual property was fully amortized.  

The video technology was acquired in 1999 and consists of proprietary digital video compression technology used in 
video and CCTV products as well as the related U.S. and international patent rights. 

The RFID technology was acquired in 1998 and includes a patent, trade secret rights software, hardware, product 
designs and all other technical information necessary for the Company to manufacture and market radio frequency identification 
products in the areas of access control and asset management. As of December 31, 2005 there was no amounts left to be 
amortized on the balance sheet. 

Internally developed software costs were capitalized once the technological feasibility was achieved. These costs are 
reviewed for recoverability based on the expected future cash flows to be generated.  

Amortization expense of intellectual property totaled $0 and $133 during 2006 and 2005, respectively.  

(6) Gain on vendor  settlements and statutory wr ite-off 

The Company recognized $89,184 and $313,904 during 2006 and 2005, respectively, relating to the expiration of the 
statue of limitations relating to trade accounts payables.  Gain on vendor settlements and statutory write-off consists of the 
following:  

  
December 31, 

2006  
December 31, 

2005  
Gain (loss) on settlements on vendor   $ (2,048 )  $ 10,000   
Expiration of statue of limitations  89,184   313,904   
Other  15,380   2,520   
  $ 102,516  $ 326,424   

(7) Accrued L iabilities  

Accrued liabilities consist of the following:  

  
December 31, 

2006  
December 31, 

2005  
Accrued vacation  $ 183,624   $ 171,881   
Accrued interest payable  763,288   606,939   
Accrued professional fees, litigation settlements and other  200,103   180,329   
  $ 1,147,015  $ 959,149   

(8) Lease Obligations  

The Company leases its office space and certain equipment under operating leases. Annual rental expense recorded for 
operating leases was $82,224 and $81,621 for the years ended December 31, 2006 and 2005, respectively. The Company’s 
Carrollton, Texas facility is on a one year lease through October 31, 2007 and the California lease runs through January 2008.  
At December 31, 2006, future minimum lease payments on operating leases were as follows:.  



 

  
Future Lease 

Payments 
2007  $ 72,950 
2008  1,950 
  $ 74,900 

 

(9)  Notes Payable to Stockholders (including conver tible notes payable) 
Notes payable consist of the following:  

  
December 31, 

2006  
December 31, 

2005  
Due to stockholders:      

5.00% PV Proceeds Holdings, Inc., due December 31, 2007  $ 2,971,713   $ 3,315,283   
5.00% Amphion Investment LLC note, due December 31, 2007  393,787  393,787  
7.00% convertible debt  —  396,667  
Discount relating to 7.00% convertible debt  — (5,520 ) 
  3,365,500  4,100,217   

Less current maturities including discount amortization  (3,365,500 )  (391,146 ) 
Non-current notes payable to stockholders  $ —   $ 3,709,071   

The following table sets forth the maturities for notes payable for the fiscal years ended December 31: 

2007  $ 3,365,500   
  $ 3,365,500   

PV Proceeds Holdings, Inc. 

On July 28, 1999, the Company acquired substantially all of the assets of PV Proceeds Holdings, Inc. (formerly “Prism 
Video”), a privately held corporation, and agreed to pay $4,000,000 to PV Proceeds Holdings, Inc. on December 31, 2002. The 
balance of the indebtedness under the PV Proceeds Holdings, Inc. note issued was due in full by the Company on December 31, 
2002 and was in default during 2003 until extended by PV Proceeds Holdings, Inc.  The note payable had an original face 
amount of $4,000,000 and was collateralized by the Company©s note receivable from Amphion Ventures, LP ("Amphion 
Ventures") (Note 7). Pursuant to the Asset Purchase Agreement between Axcess and PV Proceeds Holdings, Inc., Axcess 
assigned PV Proceeds Holdings, Inc. all payments of principal to be made by Amphion Ventures under the note receivable until 
the balance of the note receivable was paid in full or the balance due under the note payable to PV Proceeds Holdings, Inc. was 
paid in full, whichever occurred first. In addition, the shares of common stock, which PV Proceeds Holdings, Inc. may acquire 
upon conversion of preferred stock or by exercise of the warrant, were subject to a three-year lockup from the date of the closing, 
which could be reduced to two years upon the occurrence of certain events. The warrant was exercisable on or before July 28, 
2004.  

Axcess reached an Agreement to Amend Purchase Note and Payment Term with PV Proceeds Holdings, Inc. the holders 
of a $4.0 million non-interest bearing note that was due December 31, 2002 and was in default.  PV Proceeds consented to a five-
year extension of the note with an interest rate of 5% per annum from January 1, 2003 payable in full at maturity of December 
31, 2007.  As further consideration for entering into the agreement Axcess granted to PV Proceeds Holdings, Inc. a warrant to 
purchase up to 500,000 shares of common stock of Axcess.  The warrants have an exercise price of $2.00 per share and shall 
expire on the earlier of February 14, 2008 or forty-five days after the principal and all accrued interest are paid.  Axcess has also 
agreed to reduce the principal amount due first for 10% of equity proceeds and second 20% of proceeds from options exercised.  
Axcess also recorded deferred debt issuance costs of $689,932 for the value of the warrants, which will be amortized over the 
life of the loan.  The deferred debt issuance costs had an amortized value of $168,963 and $337,926 at December 31, 2006 and 
2005, respectively.  

Amphion Investment LLC 

Axcess entered into a 6.75% convertible note with Amphion Investments, LLC, dated January 25, 2002. The principal 
outstanding under this note may be converted into securities of Axcess at the option of Amphion Investments on terms mutually 
acceptable to the Company and Amphion Investment. The borrowings are unsecured and are due and payable on demand by 
Amphion Investments. As of November 30, 2003, there was an outstanding balance of $350,000 on this note and accrued interest 
of $43,787.  



 

Axcess reached an agreement with Amphion Investment LLC with regards to the above-described note executed between 
them for $393,787 of principal and accrued interest.    Amphion Investment LLC consented to a five-year extension of the note 
with an interest rate of 5% per annum from January 1, 2003 payable in full at maturity of December 31, 2007.   

7% Conver tible Note 

On July 30, 2002, the Company entered into a bridge financing agreement with ten accredited investors for the sale and 
issuance of 10 "units" to the investors for an aggregate purchase price of $1,000,000. Each unit consists of a convertible 
promissory note in the amount of $100,000 and 25,000 unregistered shares of the Company©s common stock.  

Pursuant to the bridge financing agreement, the Company registered the shares of common stock comprising the units in 
December 2003.  Each investor has agreed to not sell more than one-third of the common stock comprising the units during any 
calendar month. The convertible promissory notes comprising the units bear interest at an annual rate of 7% and mature on July 
30, 2005. On each of July 30, 2003, July 30, 2004 and July 30, 2005, the investors have the option to convert one-third of the 
principal amount of the notes into common stock of the Company. The conversion price of the notes is initially 65% of the 
average closing price of a share of the Company©s common stock for the 20 trading days preceding the given anniversary date of 
the notes. The maximum conversion price shall be $4.00 per share and the minimum conversion price shall be $1.00 per share. 
The conversion price will be subject to adjustment from time to time to reflect any reorganization, recapitalization, 
reclassification, stock dividend, stock split, reverse stock split or similar change in the Company©s shares of common stock. The 
Company without premium or penalty may prepay the notes in whole or in part.  

In connection with this bridge financing, the Company recorded a $1,000,000 debt discount due to the value of the 
equity consideration and beneficial conversion of the financing, pursuant to the guidance issued by the Emerging Issues Task 
Force. The debt discount was being amortized using the effective interest method over the three-year life of the agreement.   This 
discount was fully amortized at December 31, 2005. 

During 2005, four holders elected to convert $250,000 of their notes plus $8,263 of accrued interest into 253,283 shares 
of Axcess common stock, which were issued during 2005.  During 2005 the Board also elected to convert $27,318 of accrued 
and unpaid interest into 27,594 shares of Axcess common stock.  During 2006, seven (all remaining) holders elected to convert 
$233,333 of their notes plus $11,829 of accrued interest into 415,526 shares of Axcess common stock.   As of December 31, 
2006, the Company had no outstanding balances under this convertible note. 

On January 17, 2003, Axcess entered into a bridge financing agreement with ten accredited investors for the sale and 
issuance of 3.05 "units" to the investors for an aggregate purchase price of $305,000.  Each unit consists of a convertible 
promissory note in the amount of $100,000 and 50,000 unregistered shares of our common stock. 

Pursuant to the bridge financing agreement, the Company registered the shares of common stock comprising the units of 
the bridge financing agreement. By agreement, each investor may not sell more than one-third of the common stock comprising 
the units during any calendar month. The convertible promissory notes comprising the units bear interest at an annual rate of 7% 
and mature on January 31, 2006. On each of January 31, 2004, January 31, 2005 and January 31, 2006, the investors have the 
option to convert one-third of the principal amount of the notes into common stock of Axcess. The conversion price of the notes 
is initially 65% of the average closing price of a share of our common stock for the twenty (20) trading days preceding the given 
anniversary date of the notes. The maximum conversion price shall be $2.00 per share and the minimum conversion price shall 
be $0.50 per share. The conversion price will be subject to adjustment from time to time to reflect any reorganization, 
recapitalization, reclassification, stock dividend, stock split, reverse stock split or similar change in our shares of common stock. 
The notes may be prepaid in whole or in part by us without premium or penalty.  

In connection with this bridge financing, the Company recorded an $84,598 debt discount due to the value of the equity 
consideration of the financing, pursuant to the guidance issued by the Emerging Issues Task Force. The debt discount is being 
amortized using the effective interest method over the three-year life of the agreement.  This discount was fully amortized at 
January 31, 2006. 

 During 2005 two holders elected to convert $73,334 of their note plus $5,093 of accrued interest into 79,380 shares of 
Axcess common stock, which were issued during 2005.  During 2005 the Board also elected to convert $9,615 of accrued and 
unpaid interest into 9,711 shares of Axcess common stock.  During 2006, ten (all remaining) holders elected to convert $163,333 
of their notes plus $8,280 of accrued interest into 290,868 shares of Axcess common stock.  As of December 31, 2006, the 
Company had no outstanding balances under this convertible note.   

 
On October 17, 2005, Axcess entered into a convertible note with Amphion Innovations plc.  The principal of the note 

was for $500,000 and was secured by the interest in Axcess’  video patent portfolio.  The note will convert with the closing of a 
$1.5 million equity offering or will become due on October 17, 2006.  During 2005, the principal of the note and accrued interest 
of $4,521 was converted into the Series 2005 Preferred Stock.  Amphion also agreed to release its secured interest in Axcess’  
video patent portfolio.  As of December 31, 2005 there was no outstanding amount under this loan agreement. 

(10)  Prefer red Stock  



 

The Company has authorized 10,000,000 shares of convertible preferred stock, of which shares designated in four series 
are currently outstanding. Information with respect to the series of preferred stock outstanding at each balance sheet date is 
summarized below. 

 
2003B 
Ser ies  

Ser ies 
2004  

Ser ies 
2005 

 Ser ies 
2006 

 Ser ies 
2006B 

Number of shares authorized   2,750,000  625,000  2,750,000 1,200,000  750,000 
             
Stated value  $ 0.01   $ 0.01  $ 0.01  $ 0.01  $ 0.01 
      
Number of shares issued and outstanding:   

December 31, 2005  1,790,000 625,000  956,495 —  — 
December 31, 2006  1,790,000 625,000  2,708,550 1,200,000  750,000 

             
Conversion ratio (or conversion 
price) of preferred shares into 
common 

 

1 to 1 into 
voting 

common  
stock  

1 to 1 into 
voting 

common 
stock  

1 to 1 into 
voting 

common 
stock 

 1 to 1 into 
voting 

common 
stock 

 1 to 1 into 
voting 

common 
stock 

           
Liquidation preference 

 
None 

  
None 

  
None 

 
 None 

 
 None 

 
           
Dividend rights 

 

7% per  
annum, 

cumulative  

7% per  
annum, 

cumulative  

 
None 

 

  
None 

 

  
None 

 
 

(a) Series 2003B Preferred Stock 

The Company completed a $3,132,500 exempt Preferred Stock offering under the Securities Act of 1933 Section 4(6) 
private offering of preferred stock to accredited and institutional investors during the fourth quarter of 2003. The Preferred Stock 
is designated as 2003B Preferred and each $70,000 unit consisted of 40,000 shares of Preferred Stock bearing a 7% dividend, 
approximately 2,000 shares of common stock and 40,000 warrants to purchase the Company©s common stock exercisable for two 
years at $2.75 per share. The offering also included an automatic conversion into Common Stock on a one for one basis if the 
closing twenty-day average stock price is over $3.75. During the twelve months ended December 31, 2006 there were $219,876 
of dividends accrued for Series 2003B Preferred Stock.  On July 28, 2006, the Board elected to pay all accrued dividends with 
additional shares.  Therefore, $267,335 of accrued dividends were paid by issuing 297,038 shares of restricted Axcess common 
shares.  Dividends payable were $93,717 and $220,280 for Series 2003B Preferred stock at December 31, 2006 and 2005, 
respectively.  As of December 31, 2006 and 2005, the Company had 1,790,000 shares of Series 2003B Preferred shares 
outstanding.   

In connection with the issuance of the 2003B Preferred Stock, the Company recorded preferred stock dividend 
requirements of $1,782,831 that will be reflected as preferred stock dividends as the underlying preferred stock converts to 
common stock.  As of December 31, 2006 that amount is reflected in accumulated deficit on the balance sheet. 

(b) Series 2004 Preferred Stock 

During the second quarter of 2004 the Company raised a net of $1,200,000 of additional working capital through an 
exempt Preferred Stock offering under the Securities Act of 1933 Section 4(6) private offering of preferred stock to accredited 
and institutional investors. The Preferred Stock is designated as 2004 Preferred and consisted of 625,000 shares of Preferred 
Stock bearing a 7% dividend and 357,142 warrants to purchase the Company©s common stock exercisable for two years at $3.20 
per share. The offering also included an automatic conversion into Common Stock on a one for one basis if the closing twenty-
day average stock price is over $4.00. During the twelve months ended December 31, 2006 there were $105,288 of dividends 
accrued for Series 2004 Preferred Stock.  On July 28, 2006, the Board elected to pay all accrued dividends with additional 
shares.  Therefore, $128,014 of accrued dividends were paid by issuing 142,237 shares of restricted Axcess common shares.  
Dividends payable were $44,877 and $67,603 for Series 2004 Preferred stock at December 31, 2006 and 2005, respectively.  As 
of December 31, 2006 and 2005, the Company had 625,000 shares of Series 2004 Preferred shares outstanding.   

In connection with the issuance of the 2004 Preferred Stock, the Company recorded preferred stock dividend 
requirements of $1,002,540 that will be reflected as preferred stock dividends as the underlying preferred stock converts to 
common stock.  As of December 31, 2006 that amount is reflected in accumulated deficit on the balance sheet.  

(c) Series 2005 Preferred Stock 

On December 30, 2005 the Company raised $813,021 of additional working capital through an exempt Preferred Stock 
offering under the Securities Act of 1933 Section 4(6) private offering of preferred stock to accredited and institutional investors.  



 

The Preferred Stock is designated as 2005 Preferred and consists of 956,495 shares of Preferred Stock bearing no dividends.  
However, the shares are convertible into common stock on a one to one basis at $0.85.  In addition, the Company issued 956,495 
warrants to purchase the Company’s common stock exercisable for five years at $1.50 per share. Each warrant will be callable by 
the Company if and when the Company’s common stock share price exceeds $3.00 per share for at least twenty (20) consecutive 
trading days.  The Company used the proceeds for general working capital.  

A portion of the 2005 Preferred Equity Offering was the conversion of a convertible note with Amphion Innovations 
plc, an affiliate of the Amphion Group, our majority shareholder. The principal of the note converted was $500,000 and accrued 
interest of $4,521.  Amphion also agreed to release its secured interest in Axcess’  video patent portfolio.  

The Company also recorded a preferred stock dividend of $813,021 relating to the beneficial conversion feature and the 
warrants that were issued in connection with the 2005 Preferred Stock Equity closed during December 2005. 

On March 14, 2006 the Company raised an additional $1,489,245 of additional working capital through an exempt 
Preferred Stock offering under the Securities Act of 1933 Section 4(6) private offering of preferred stock to accredited and 
institutional investors.  The Preferred Stock is designated as 2005 Preferred and consists of 1,752,055 shares of Preferred Stock 
bearing no dividends.  However, the shares are convertible into common stock on a one to one basis at $0.85.  In addition, the 
Company issued 1,752,055 warrants to purchase the Company’s common stock exercisable for five years at $1.50 per share. 
Each warrant will be callable by the Company if and when the Company’s common stock share price exceeds $3.00 per share for 
at least twenty (20) consecutive trading days.  The Company will use the proceeds for general working capital.  

The Company also recorded an additional preferred stock dividend of $1,489,245 relating to the beneficial conversion 
feature and the warrants that were issued in connection with the 2005 Preferred Stock Equity closed during March 2006. 

(d) Series 2006 Preferred Stock 

On May 31, 2006 the Company raised $1,200,000 of additional working capital through an exempt Preferred Stock 
offering under the Securities Act of 1933 Section 4(6) private offering of preferred stock to accredited and institutional investors.  
The Preferred Stock is designated as 2006 Preferred and consists of 1,200,000 shares of Preferred Stock bearing no dividends.  
However, the shares are convertible into common stock on a one to one basis at $1.00.  In addition, the Company issued 600,000 
warrants to purchase the Company’s common stock exercisable for five years at $2.00 per share. Each warrant will be callable by 
the Company if and when the Company’s common stock share price exceeds $5.00 per share for at least twenty (20) consecutive 
trading days.  The Company used the proceeds for general working capital.  

The Company also recorded an additional preferred stock dividend of $645,020 relating to the beneficial conversion 
feature and the warrants that were issued in connection with the 2006 Preferred Stock Equity closed during May 2006. 

(e) Series 2006B Preferred Stock 

On December 1, 2006 the Company raised $750,000 of additional working capital through an exempt Preferred Stock 
offering under the Securities Act of 1933 Section 4(6) private offering of preferred stock to accredited and institutional investors.  
The Preferred Stock is designated as 2006B Preferred and consists of 750,000 shares of Preferred Stock bearing no dividends.  
However, the shares are convertible into common stock on a one to one basis at $1.00.  In addition, the Company issued 750,000 
warrants to purchase the Company’s common stock exercisable for five years at $2.00 per share.  The Company will use the 
proceeds for general working capital. 

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

The Company also recorded an additional preferred stock dividend of $750,000 relating to the beneficial conversion 
feature and the warrants that were issued in connection with the 2006B Preferred Stock Equity closed during May 2006. 

(11)  Employee Benefit Plans  
The Company sponsors a 401(k) retirement plan. The Company, at its discretion, matches a portion of the participant©s 

contribution. Participants are vested in the Company©s matching contribution after 4 years of full time service and may join the 
plan January or July of each year. The Company suspended its matching contribution on February 28, 2001.  

(12)  Stock Options and Warrants  

(a) Stock Option Plans. 

Under the Company©s 2005 Equity Incentive Plan, the Company may grant up to 5,000,000 shares of common stock to 
its employees. The exercise price of each option is not less than the market price of the Company©s stock on the date of grant and 
an option©s maximum term is ten years. No shares have been issued under this plan.  Options are generally granted each year and 
have various vesting requirements. Options granted typically vest over a four-year period.  During 2006 and 2005, the Company 



 

made grants of 340,000 and 0, respectively, as inducements for the employment of certain officers of the Company, which does 
not reduce the 5,000,000 options available for grant under the stock option plan.  

With the shareholders approval of the 2005 Equity Incentive Plan, the Company will not issue anymore options under 
the Company©s 2001 Equity Incentive Plan or the Directors Compensation Plan.  

The 2001 Equity Incentive Plan allowed for grants up to 2,000,000 shares of common stock to its employees. The 
exercise price of each option was not less than the market price of the Company©s stock on the date of grant and an option©s 
maximum term was ten years. The Company had issued stock options to various members of the Board of Directors and officers 
of the Company under this plan. Options were generally granted each year and had various vesting requirements. Options 
granted typically vest over a four-year period.   

In 1998, the Company adopted a director compensation plan pursuant to which it paid each director who was not 
employed by the Company and who did not beneficially own more than 5% of the shares of common stock outstanding an 
annual grant of 5,000 options to acquire common stock of the Company at an exercise price equal to the fair market value per 
share of the common stock at the time the option is granted (the "Annual Grant"). The Annual Grant customarily occurs on the 
date of the Company©s annual meeting. The director compensation plan also provided for a one-time initial grant of 15,000 to 
each director of the Company as of July 21, 1998, the date the director compensation plan was approved by the Company©s 
stockholders (the "Initial Grant"). The Company has authorized 150,000 shares for issuance under this plan.  

Stock option transactions for the years ended December 31, 2006 and 2005 are summarized below:  

 2006 2005 

 OPTIONS 

WEIGHTED 
AVERAGE 
EXERCISE 

PRICE OPTIONS 

WEIGHTED 
AVERAGE 
EXERCISE 

PRICE 
Options outstanding at beginning of year 3,117,485 $ 2.40 3,288,414 $ 2.37 
Options granted     1,683,000     1.04     —     — 
Options exercised (19,200)     0.40 (55,100)     0.40 
Options forfeited (164,412)     1.47 (115,829)     2.47 
Options outstanding at end of year 4,616,873     1.95 3,117,485     2.40 
     
Options exercisable at end of year 2,647,869     2.19 2,522,320     2.11 
     
Options available for grant at the end of the year 3,758,000  5,000,000  
     
Fair value of options granted during the year 1,531,730  —  

The options outstanding at December 31, 2006 have exercise prices as indicated in the table below.  

 
 
Option Pr ice 

 
Number of 

Options 

 
Weighted Average 

Remaining L ife 

Intr insic Value of 
Vested Unexercied 

Options 
$0.00 - $1.00 845,400  6.71 $  535,558 
$1.01 - $2.00 2,520,258 8.07            750 
$2.01 – $3.00 789,375 3.72  
$3.01 - $4.00 193,840 3.83  
$4.01 - $5.00 20,000 4.42  
$5.01 - $6.25 248,000 3.22  
Total 4,616,873 6.62 $536,308 

The Company has issued warrants to purchase common stock in connection with issuance of notes payable to 
stockholders, convertible debentures, and preferred stock. The following table summarizes warrants outstanding at December 31:  

 2006 2005 

 WARRANTS 

WEIGHTED 
AVERAGE 
EXERCISE 

PRICE OPTIONS 

WEIGHTED 
AVERAGE 
EXERCISE 

PRICE 
Warrants outstanding at beginning of year 4,184,474 $ 1.70 7,918,947 $ 2.15 
Warrants issued 3,102,055    2.75     2,699,335    1.50 
Warrants exercised (50,000)    0.65 (1,998,906)    1.03 
Warrants expired unexercised (594,808)    2.50 (4,434,902)    2.53 



 

Warrants outstanding at end of year 6,641,721    2.10 4,184,474       1.70 

The warrants outstanding at December 31, 2006 have exercise prices as indicated in the table below.  

 
Str ike Pr ice 

Number of 
Warrants 

Weighted Average 
Remaining L ife 

$0.00 - $1.00 — — 
$1.01 - $2.00 6,351,723 3.52 
$2.01 – $3.00 289,998 0.58 
Total 6,641,721 3.52 

During the twelve months ended December 31, 2005 the Company issued an additional 2,699,335 warrants in 
conjunction with various exempt equity offerings.  The warrant price ranged from $1.40 to $1.50 and they expire between 
January 31, 2007 and December 22, 2010.  During that same period the Company had 1,998,906 warrants exercised and 
4,434,902 warrants expire without being exercised. 

During the twelve months ended December 31, 2006 the Company issued an additional 3,102,055 warrants in 
conjunction with various exempt equity offerings.  The warrant price ranged from $1.50 to $2.00 and they expire between 
January 28, 2010 and December 01, 2011.  During that same period the Company had 50,000 warrants exercised and 594,808 
warrants expire without being exercised.   

(13)  Commitments and Contingencies 

Axcess is engaged in a number of lawsuits with approximately five vendors who claim they are owed amounts from 
$500 to $45,000, which aggregates in total $76,326. We are currently defending or seeking to settle each of the vendor’s claims.  
At December 31, 2006, we had accrued the delinquent amounts we expect to be liable for, for the claims described in this 
paragraph. 

 In 2005, Axcess entered into a one year Borrowed Employees and Advisory Agreement with Amphion Capital Partners 
LLC (“ACP”), an affiliate of Amphion Group, our major shareholder, to assist us in a variety of areas relating to investor 
relations and technology research.  The contract was renewed in 2006.  Axcess paid ACP $75,000 during 2005 and $70,000 
during 2006. 

(14)  Income Taxes 

There was no provision for income taxes for the years ended December 31, 2006 and 2005 due to the net loss incurred 
for each year.  The Company had no material deferred tax liabilities at December 31, 2006. 

The Company had the following deferred tax assets at December 31, 2006 as follows: 

Net operating loss  $ 18,452,000   
Property, equipment and intangibles  1,378,000   
Other   85,000   
Valuation allowance   (19,915,000 )  
  $ —  

The valuation allowance increased by approximately $601,000 and $1,240,000 during the years ended December 31, 
2006 and 2005, respectively. 

At December 31, 2006 and 2005, the Company had a net operating loss carry forward of approximately $50,000,000 
and $47,600,000, respectively for U.S. federal income tax purposes. The net operating loss will expire from 2007 through 2026. 

A change in ownership, as defined for purposes of the Internal Revenue Code, occurred in 1996 and the Company 
believes that a subsequent ownership change occurred during 1998, each of which limit the annual utilization of the U.S. federal 
net operating loss carry forward under the applicable Internal Revenue Service.  Other portions of the net operating loss may also 
be limited due to subsequent ownership changes. 

(15)  Subsequent Event (unaudited) 

In January 2007 the Company raised $2,000,000 of additional working capital through an exempt Preferred Stock 
offering under the Securities Act of 1933 Section 4(6) private offering of preferred stock to accredited and institutional investors.  
The Preferred Stock is designated as 2006C Preferred and consists of 200 shares of Preferred Stock bearing no dividends.  
However, the shares are convertible into common stock on a ten thousand (10,000) to one basis at $1.00.  In addition, the 
Company issued 1,000,000 warrants to purchase the Company’s common stock exercisable for five years at $2.00 per share. 
Each warrant will be callable by the Company if and when the Company’s common stock share price exceeds $5.00 per share for 
at least twenty (20) consecutive trading days.  The Company will use the proceeds for general working capital. 



 

 In January 2007, Axcess International Inc. received an order for an integrated, advanced security system from a 
confidential government entity in Barbados.  The value of the order is $2.006 million and is expected to be completed by the end 
of the second quarter.  The order includes our active RFID system for tagging personnel and vehicles, and third party security 
sensing and surveillance equipment.  Axcess will provide the entire system including design, installation, training, and 
maintenance. 



 

EXHIBIT 10.9  
 

Borrowed Employees and Advisory Agreement 
This Borrowed Employees and Advisory Agreement is made effective as of March 2006, between Amphion Innovations US Inc. 
(“AI” ) and Axcess International, Inc. (“AXCESS”).  Axcess is publicly traded on the Bulletin Board as OTCBB: AXSI.  Axcess 
is a provider of hardware and software solutions in the security and transportation industry.  AI will assist in a variety of areas 
relating to the investor relations and technology research for Axcess under the following terms and conditions:  

1. Use of AI Employees.  Axcess requires certain unique and specialized services as described in section 2 below, to 
operate and maintain its business.  However, the rendering of such services does not rise to the level of Axcess hiring full time 
employees.  AI hereby agrees to allow Axcess to utilize, on an “as needed”  part-time basis, three of its current employees who 
have the ability to provide the services needed by Axcess.  It is understood and agreed by the parties that the compensation 
described herein shall be all the compensation required to be paid by Axcess for use of the AI employees and Axcess, under no 
circumstances, will pay the employees directly or be responsible for payment of any withholding taxes or benefits.  It is further 
understood and agreed that neither party, for any purpose, will make any claim that the AI employees are employees of Axcess. 

2. Services of AI. 

 For the Term of this Agreement (as hereinafter defined), AI will work cooperatively with Axcess to assist in the growth of 
Axcess as set forth below.  AI will provide Axcess with the use of employees as described above who will be dedicated, on a part-
time basis, to provide these services, in addition to the services of Robert Bertoldi and Richard Morgan.  AI will provide Axcess the 
following:  

a. Identification, evaluation and advice on a variety of options for Axcess to undertake to enhance its current technology 
offerings, including sources of complementary technology and technology partnering;  

b. Investor relations services, including becoming the initial point of contact for the Preferred Equity Investors, providing 
both materials and information to interested parties;  

c. Advice and assistance with strategies relating to asset development, asset enhancement and maximization of asset 
utilization, including those associated with any intellectual property assets. 

AI will provide a written report to the Chairman of the Audit Committee, with a copy to the President and CEO of Axcess, 
outlining the services provided to Axcess and results from the previous month.  AI will have the opportunity to present to the Audit 
Committee on a quarterly basis if they so desire. 

3. Non-Exclusivity of Relationship. 

 It is understood and acknowledged by Axcess that AI presently has, and anticipates having throughout the Term, other 
clients for which it performs the same or similar services to those to be performed in accordance herewith, and that AI shall be under 
no obligation to restrict its ability in any way to perform services for any other client-companies.   

 It is understood that Axcess, from time to time, will employ investment bankers, analysts, finders, brokers, public relations 
firms, and consultants to assist Axcess.  This Agreement shall only refer to those opportunities and services introduced by AI, or 
introduced by Axcess for the assistance and help from AI.   

4. Term of Agreement.   

 The Agreement shall be effective for a period of twelve (12) months, commencing on the date first appearing above (the 
"Term of Agreement") and will renew on an annual basis unless either party notifies the other in writing, not less than 30 days before 
the end of the term, of their desire to terminate the agreement.   

5. Compensation to AI from Axcess. 

            In consideration for the services rendered by AI to Axcess pursuant to the Agreement (and in addition to the expenses 
provided for in Paragraph 6 hereof), and throughout the Term of Agreement, Axcess shall compensate AI as follows:  

 Monthly Retainer and Additional Compensation.  AI shall be compensated at the rate of $10,000 per month 
payable in advance on the first day of each month.  This cash payment will automatically be suspended for any 
month in which Axcess’ cash position falls below $500,000 on the first day of the month with an additional month 
being added on to the end of the contract to compensate AI for their services. 

6. Expenses. 

 It is anticipated that expenses incurred in the fulfillment in connection with the services performed by AI pursuant to this 
Agreement shall be addressed on a case by case basis and pre-approved by an officer of Axcess.   

 



 

7. Role of Finder.  

 In connection with any Financing Transactions hereunder, Axcess acknowledges that AI is not a registered broker-dealer 
under Section 15A of the U.S. Securities Exchange Act of 1934, or any similar state law, and that AI cannot, and shall not be 
required hereunder to, engage in the offer or sale of securities for or on behalf of Axcess.  While AI has pre-existing relationships 
and contacts with various investors, registered broker-dealers and investment funds, AI©s participation in any actual or proposed 
offer or sale of Company securities shall be limited to that of an advisor to Axcess.  

 Axcess acknowledges and agrees that the solicitation and consummation of any purchases of Axcess© securities shall be 
handled by Axcess or one or more NASD member firms engaged by Axcess for such purposes. 

8. Third Party Fees. 

 Any third party fees payable in connection with the services described shall be the exclusive responsibility of, and shall be 
paid by AI. 

9. Limitation on Use of Certain Information.   

 Axcess acknowledges that all services and advice (written or oral) provided by AI to Axcess in connection with the 
Agreement are intended solely for the benefit and use of Axcess in considering the subject matter to which they relate, and 
Axcess agrees that no person or entity (including any shareholders of Axcess) other than Axcess shall be entitled or advised to 
make use of or rely upon the advice of AI provided pursuant hereto.  In any event, neither Axcess nor any other parties may use 
the AI name in any public references, press releases or public filings in connection with Axcess without AI’s prior written 
consent. 

10. Reliance by AI on Accuracy of Information; 12(b) 5 Representation. 

 Axcess recognizes and acknowledges that, in advising Axcess and in fulfilling the Agreement hereunder, AI will use 
and rely on data, material and other information furnished to AI by Axcess.  Axcess agrees that AI may do so without 
independently verifying the accuracy or completeness of such data, material or other information.  Axcess represents and 
warrants that any such data, material or information shall be true and accurate and shall not, as of the time communicated, 
contain any untrue statement of a material fact or omit to state a material fact required to be stated therein or necessary in order 
to make the statements therein, in light of the circumstances under which they were made, not misleading. 

11. Confidentiality. 

 If any of the data, material or other information is non-public or confidential when revealed or otherwise shared with 
representatives of AI, and identified in writing as such at the time it is revealed or shared  ("Confidential Information"), AI and 
its officers, directors, employees, agents and associates shall hold all Confidential Information in complete and strict confidence 
and will not, without prior written consent of Axcess, in each instance, disclose any Confidential Information, in whole or part, 
to any other person or for any other purpose than is expressly approved by Axcess in writing.  To the extent that Axcess in 
writing approves disclosure of Confidential Information, excepting information required to be disclosed by legal process, law or 
regulation, AI agrees that each party or individual to whom such disclosure is made shall be informed of the confidential nature 
of the information disclosed and be obligated to sign standard non-disclosure agreements. 

12. Indemnification. 

 Each party (an "Indemnifying Party") hereby agrees to indemnify and hold the other party and its respective affiliates, 
directors, officers, employees and agents (collectively, the "Indemnified Parties") harmless from, and to reimburse each of the 
Indemnified Parties for, any loss, damage, deficiency, claim, obligation, suit, action, fee, cost or expense of any nature whatsoever 
(including, but not limited to, reasonable attorney’s fees and costs) arising out of, based upon or resulting from any breach of any of 
the representations, warranties, covenants, agreements or undertakings of the Indemnifying Party contained in or made pursuant to 
this Agreement Letter. 

13. Nature of Agreement; Limitation on Authority of AI to Bind. 

 AI shall perform its services hereunder as an independent contractor and not as an employee of Axcess or an affiliate thereof.  
It is expressly understood and agreed to by the parties hereto that AI shall have no authority to act for, represent or bind Axcess or any 
affiliate thereof in any manner, except as may be agreed to expressly by Axcess in writing from time to time. 

14. Miscellaneous. 

(a) This Agreement constitutes the entire agreement and understanding of the parties hereto, and supersedes 
any and all previous agreements and understandings, whether oral or written, between the parties with 
respect to the matters set forth herein. 

 

 



 

(b) Any notice or communication permitted or required hereunder shall be in writing and shall be deemed 
sufficiently given if hand-delivered via courier or overnight service or sent (i) postage prepaid by 
registered mail, return receipt requested, to the respective parties as set forth below, or to such other 
address as either party may notify the other of in writing: 

 
   If to AI, Inc. to: Robert J. Bertoldi, President 
  Amphion Innovations US Inc. 
  330 Madison Avenue, 31st Floor 
  New York, NY 10017 
  212-210-6201 
   

If to Axcess, to:   Allan Griebenow, CEO 
      Axcess International, Inc. 
      3280 Commander Drive 
      Carrolton, TX 75006 

Direct: 972-250-5978 
  

 
  (c) This Agreement shall be binding upon and inure to the benefit of each of the parties hereto and their 

respective successors, legal representatives and assigns. 

 (d)  Axcess represents that it has the power to enter into this Agreement and to carry out its obligations 
hereunder.  This Agreement constitutes the valid and binding obligation of Axcess and is enforceable in accordance with its 
terms.  Axcess further represents that this Agreement does not conflict with or breach any agreement to which it is subject or by 
which it is bound.  

 (e)  This Agreement may be executed in any number of counterparts, each of which together shall constitute 
one and the same original document. 

  (f)  No provision of this Agreement may be amended, modified or waived, except in writing and signed by all 
of the parties hereto. 

  (g)  This Agreement shall be construed in accordance with and governed by the laws of the State of Texas, 
without giving effect to its conflict of law principles.  The parties hereby agree that any dispute between them arising out of or in 
connection with this Agreement shall be adjudicated before a court located in Collin County, Texas, and they hereby submit to 
the exclusive jurisdiction of the courts of the State of Texas.  

  (h)  Axcess hereby acknowledges that it shall bear the burden of proof in any action or proceeding involving a 
claim by AI to any Additional Compensation due hereunder arising out of any Compensable Event involving a third party claimed by 
AI to have been originally introduced to Axcess by AI.  
                           (i)  Whenever used in this agreement, Company shall include its officers, directors, employees, agents, 
associates, affiliates, subsidiaries, successors and assigns. 

 If the foregoing correctly sets forth the understanding between AI and Axcess with respect to the foregoing, please so 
indicate by signing in the place provided below, at which time this Agreement shall become a binding agreement. 
 
 
     Axcess International, Inc. 
 
     By:_/s/ Allan Griebenow____________________ 
         Allan Griebenow 
    President 
Accepted and Agreed: 
Amphion Innovations US Inc. 
 
 
___/s/ Robert Bertoldi  

By Robert J. Bertoldi 

 

Date: 4/6/06 



 

EXHIBIT 10.10 
�

AXCESS INTERNATIONAL INC. 
3208 Commander  Dr ive 
Carrollton, Texas 75006 

 January 26, 2007 
________________________ 
________________________ 
________________________ 
 

Re: Form of Stock Purchase Agreement 
 
Ladies and Gentlemen: 
 

This Agreement sets forth the terms and conditions on which Axcess International Inc., a Delaware Corporation, of 
3208 Commander Drive, Carrollton, Texas, 75006 (the “Company”) will issue and sell to ___________________________. (the 
“Purchaser” ) shares of Series 2006C Preferred Stock of the Company, par value $0.01 per share (the “ Preferred” ). 
 

1. Type of Security and Purchase Price.  The Purchaser hereby agrees to subscribe for and purchase from the 
Company, and the Company hereby agrees to issue and sell to the Purchaser ___________ (___) Preferred Shares.  The purchase 
price shall be Ten Thousand US Dollars ($10,000) per share for a total of ______________US Dollars ($_______) payable in 
cash.  Preferred shares shall bear no dividends.  The purchase and sale shall be effective as of January 29, 2007 (the “Effective 
Date”). 
 

2. Purchase Dates and Delivery of Shares.  The Company closed on the sale during January of 2007. Upon its 
receipt of the purchase price, the Company shall issue and sell to the Purchaser the number of Preferred and Warrants based on 
paragraph 1 above. On and as of the Effective Date, the Company shall execute and deliver to the Purchaser stock and warrant 
certificates in proper form representing the Shares.     
 

3. Securities Act Legend; Registration Rights. 
 

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

THE SECURITIES REPRESENTED HEREBY HAVE NOT BEEN REGISTERED UNDER THE 
SECURITIES ACT OF 1933, OR APPLICABLE STATE SECURITIES LAWS, OR THE SECURITIES 
LAWS OF ANY OTHER JURISDICTION.  THEY MAY NOT BE SOLD OR TRANSFERRED IN THE 
ABSENCE OF AN EFFECTIVE REGISTRATION STATEMENT UNDER THOSE SECURITIES LAWS 
OR PURSUANT TO AN EXEMPTION THEREFROM.  ADDITIONAL RESTRICTIONS REGARDING 
THE TERMS UNDER WHICH THE SHARES REPRESENTED BY THIS CERTIFICATE MAY BE 
CONVERTED INTO NON-VOTING COMMON STOCK OF THE COMPANY ARE SET FORTH IN THE 
CERTIFICATE OF DESIGNATIONS, PREFERENCES, POWERS AND RIGHTS OF THE SERIES 2006C 
PREFERRED STOCK. 
 

3.2 The Company has committed to register the Common Stock Underlying the Series 2006C Preferred 
Stock under Form SB-2 (or comparable form, the “Registration Statement” ) within 90 days of the date of the last closing of the 
2006C Preferred Equity and to make its best efforts to have the Registration Statement declared effective at the earliest possible 
date. 
 

4. Representations and Warranties by the Company.  The Company hereby represents and warrants to the 
Purchaser as follows: 
 

4.1 The Company is a corporation duly organized, validly existing and in good standing under the laws of 
the State of Delaware, and has the corporate power and authority to execute and deliver this Agreement, to issue the Shares on 
the basis described herein and otherwise to perform its obligations under this Agreement. 
 

4.2 The execution and delivery by the Company of this Agreement, the issuance of the Shares, and the 
performance by the Company of its obligations hereunder, have been duly authorized by all requisite corporate action on the part 
of the Company and will not (i) violate any provision of law, statute, rule or regulation or any order of any court or other agency 
of government, (ii) conflict with or violate the Certificate of Incorporation (after amendment to authorize the additional shares of 
non-voting common stock) or By-Laws of the Company, in each case as amended, or (iii) violate, conflict with or constitute 



 

(with due notice or lapse of time or both) a default under any indenture, mortgage, lease, license, agreement or other contract or 
instrument or result in the creation or imposition of any lien, charge or encumbrance of any nature upon the properties or assets 
of the Company or any of its subsidiaries, in each case if such violation, conflict, default, lien, charge or encumbrance would 
have a material adverse effect on the Company. 
 

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

 
4.4 Based in part upon the representations and warranties of the Purchaser contained in this Agreement, no 
registration or filing with, or consent or approval of, or other action by, any federal, state or other governmental 
department, commission, board, bureau, agency or instrumentality or any third party is or will be necessary for the 
execution and delivery of this Agreement by the Company and the issuance of the Shares hereunder, other than the 
filing of a notice of sale on Form D with the Securities and Exchange Commission and any other required 
jurisdictions in accordance with the rules and regulations thereof under the Securities Act and applicable state law. 

 
4.5 The Preferred Shares are duly authorized, validly issued, fully paid and non-assessable shares of 

Series 2006C Preferred Stock, and are not subject to any preemptive rights.   
 

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

5.1 The Purchaser is acquiring the Shares for its own account, for investment and not with a view to the 
distribution thereof within the meaning of the Securities Act. 
 

5.2 The Purchaser understands that the Shares have not been registered under the Securities Act, by 
reason of their issuance by the Company in transactions exempt from the registration requirements of the Securities Act, and that 
the Common shares must be held by the Purchaser until registered under the Securities Act. 
 

5.3 The Purchaser further understands that the exemption from registration afforded by Rule 144 (the 
provisions of which are known to it) promulgated under the Securities Act depends on the satisfaction of various conditions, and 
that, if applicable, Rule 144 may afford the basis for sales only in limited amounts, after compliance with the holding periods and 
other provisions thereof. 

 
5.4 The Purchaser understands that its investment hereunder involves substantial risks and represents and 

warrants that it has made such independent examinations and investigations of the Company as it has deemed necessary in 
making its investment decision, and the Purchaser further represents and warrants that it has had sufficient access to the officers, 
directors, books and records of the Company as it has deemed necessary to conduct such examination and investigation and 
make such investment decision.  Purchaser agrees to keep confidential the confidential information provided for the purpose of 
evaluating the purchase herein. 
 

5.5 The Purchaser is a qualified investor able to bear the economic risk of the investment contemplated by 
this Agreement and has such knowledge and experience in financial and business matters that it is capable of evaluating the 
merits and risks of the investment contemplated by this Agreement. 
 

6. Reaffirmation of Representations and Warranties.  The date Units are purchased shall constitute a reaffirmation 
of each and every one of the representations and warranties of the Company set forth in Section 5 of this Agreement and those of 
the Purchaser set forth in Section 6 of this Agreement as if made as of each Effective Date, unless otherwise restated or corrected 
by either the Purchaser or the Company, as the case may be. 
 

7. Miscellaneous.  
 

7.1 This Agreement constitutes our entire agreement with respect to the subject matter hereof.   This 
Agreement may not be modified or amended or any provision hereof waived except by an instrument in writing signed by the 
Company and the Purchaser. 
 

7.2 This Agreement shall be binding upon and inure to the benefit of the parties hereto and their 
respective successors and permitted assigns.  The rights of the Purchaser hereunder shall be assignable to any holder of the 
Shares.  Except as provided in the immediately preceding sentence, this Agreement and the rights of the Purchaser hereunder 
shall not be assignable, and any purported assignment hereof or thereof shall be void. 
 



 

7.3 This Agreement may be executed in any number of counterparts and on separate counterparts, each of 
which shall be an original instrument, but all of which together shall constitute a single agreement.  One or more signature pages 
from any counterpart of this Agreement may be attached to any other counterpart of this Agreement without in any way changing 
the effect thereof.  This Agreement shall be effective when executed and delivered by the Company and the Purchaser. 
 

7.4 All notices, requests, demands, consents, waivers, or other communications made hereunder to any 
party or holder of Shares shall be in writing and shall be deemed to have been duly given if delivered personally or sent by 
nationally-recognized overnight courier, facsimile or by first class registered or certified mail, return receipt requested, postage 
prepaid, addressed to such party at the address set forth below: 
 

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

 
  with a copy to: 

 Epstein Becker and Green, PC 
 Lincoln Plaza 
 500 N. Akard Street, Suite 2700 
 Dallas, TX  75201 
 214-397-4300 
 Attention: Craig Ongley; and 
 
if to the Purchaser:  
 to the Purchaser at its address first set forth above, 

 
or to such other address as the party to whom such communication is to be given may have furnished to the other party in writing 
in accordance herewith.  All such notices, requests, demands, consents, waivers or other communications shall be deemed to 
have been delivered (i) in the case of personal delivery, on the date of delivery, (ii) if sent by facsimile, on the date sender 
receives a confirmation confirming receipt, (iii) if sent by overnight courier, on the next business day following the date sent and 
(iv) in the case of mailing, on the third business day following such mailing. 
 

7.5 All representations, warranties and agreements contained herein shall survive the execution and 
delivery of this Agreement and the sale of the Shares hereunder. 
 

7.6 This Agreement, and all rights, obligations and liabilities hereunder, shall be construed according to 
the laws of the State of Texas applicable to contracts made and to be performed wholly therein.  Any judicial proceeding brought 
against the Company to enforce, or otherwise in connection with, this Agreement may be brought in any court of competent 
jurisdiction in the City of New York, and, by execution and delivery of this Agreement, the Company (i) accepts, generally and 
unconditionally, the nonexclusive jurisdiction of such courts and any related appellate court and irrevocably agrees to be bound 
by any final judgment rendered thereby in connection with this Agreement and (ii) irrevocably waives any objection it may now 
or hereafter have as to the venue of any such proceeding brought in such a court or that such a court is an inconvenient forum.   

 
If the foregoing correctly sets forth your understanding of our agreement, please so indicate by signing and returning to 

the Company the enclosed counterpart of this 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 10.11 
Form of Voting Common Stock Purchase Warrant 

 
NEITHER THIS WARRANT NOR ANY SHARES ACQUIRED UPON EXERCISE OF THIS WARRANT HAVE BEEN 
REGISTERED UNDER THE SECURITIES ACT OF 1933 (THE "ACT") OR UNDER ANY STATE SECURITIES LAWS. 
NEITHER THIS WARRANT NOR ANY SUCH SHARES MAY BE SOLD, OFFERED FOR SALE, PLEDGED OR 
HYPOTHECATED IN THE ABSENCE OF AN EFFECTIVE REGISTRATION STATEMENT UNDER THE ACT AND 
STATE SECURITIES LAWS OR THE AVAILABILITY OF AN EXEMPTION FROM SUCH REGISTRATION. 
 

AXCESS INTERNATIONAL, INC. 
Voting Common Stock Purchase Warrant 

 
The following recitals are true and constitute the basis for this Warrant: 
A. This Warrant is issued to _____________________, an individual or his successors in interest, assigns or 

transferees (collectively, the “Warrant Holder” ), in consideration for their Participation in the 2005 Preferred Equity 
transactions by Axcess International, Inc., a Delaware corporation (the "Company").; 

 
B. The total number of shares of the Company©s Voting Common Stock (as defined in Section 9(a) hereof) (the 

"Warrant Shares") to be issued to the Warrant Holder is ___________________ shares; and 
 

C. This Warrant shall be exercisable at any time and from time to time on or prior to the March 14, 2011. 
 
D. This Warrant shall be callable by the Company if and when the Company’s common stock share price exceeds 

$3.00 per share for at least 20 consecutive trading days.  The Company shall notify the holder and the holder shall have 
twenty (20) business days to acknowledge and fund the exercised of the warrant. 

 
 THIS CERTIFIES THAT, for value received, the Warrant Holder is entitled to purchase from the Company, 
___________ Warrant Shares at the exercise price of One Dollars and Fifty Cents ($1.50) per share (the "Exercise Price").   
 
Section 1.     Exercise of Warrant. 
 The rights represented by this Warrant may be exercised by the Warrant Holder, in whole or in part, by delivering to the 
Company a duly executed notice of exercise in the form of ANNEX A hereto and delivering a check payable to (or wire 
transfer to the account of) the Company in an amount equal to the product of (x) the Exercise Price times (y) the number of 
Warrant Shares as to which this Warrant is being exercised (such product, the "Total Exercise Price").  This Warrant shall be 
deemed to have been exercised immediately prior to the close of business on the date of delivery of a duly executed notice of 
exercise together with the amount (in cash) payable upon exercise of this Warrant and, as of such moment, (i) the rights of the 
Warrant Holder, as such, with respect to the number of Warrant Shares as to which this Warrant is being exercised  shall cease, 
and (ii) such Warrant Holder shall be deemed to be the record holder of the shares of Voting Common Stock issuable upon such 
exercise. As soon as practicable after the exercise, in whole or in part, of this Warrant, and in any event within 10 business days 
thereafter, the Company at its expense (including the payment by it of any applicable issuance or stamp taxes) will cause to be 
issued in the name of and delivered to the Warrant Holder, or as the Warrant Holder (upon payment by the Warrant Holder of 
any applicable transfer taxes) may direct, a certificate or certificates for the number of fully paid and nonassessable shares of 
Voting Common Stock to which the Warrant Holder shall be entitled upon such exercise. In the event of partial exercise of this 
Warrant, the Warrant need not be delivered to the Company; provided that the Warrant Holder agrees to make a notation of 
such partial exercise and, if applicable, surrender on the Warrant. If this Warrant is delivered to the Company, the Company 
shall issue and deliver to the Warrant Holder a new Warrant evidencing the rights to purchase the remaining Warrant Shares, 
which new Warrant shall in all other respects be identical to this Warrant. 
 
Section 2. Investment Representation. 
 By accepting this Warrant, the Warrant Holder represents that the Warrant Holder is acquiring this Warrant for 
investment purposes and will not sell or otherwise dispose of this Warrant or the underlying Warrant Shares in violation of 
applicable securities laws. The Warrant Holder acknowledges that the certificates representing any Warrant Shares will bear a 
legend indicating that they have not been registered under the Act, and may not be sold by the Warrant Holder except pursuant 
to an effective registration statement or pursuant to an exemption from registration. 
 
Section 3. Validity of Warrant and Issue of Shares. 
 The Company represents and warrants that this Warrant has been duly authorized and validly issued and covenants and 
agrees that all shares of Common Stock that may be issued upon the exercise of the rights represented by this Warrant will, 
when issued upon such exercise, be duly authorized, validly issued, fully paid and nonassessable and free from all taxes, liens 
and charges with respect to the issue thereof.  The Company further covenants and agrees that during the period within which 



 

the rights represented by this Warrant may be exercised, the Company will at all times have authorized and reserved a sufficient 
number of shares of Common Stock to provide for the exercise of the rights represented by this Warrant. 
 
 The Company shall not be required upon the exercise of this Warrant to issue any fraction of shares, but shall make any 
adjustment therefore by rounding the number of shares obtainable upon exercise to the next highest whole number of shares. 
 
Section 4. Transfer  of Rights. 
 This Warrant is transferable in whole or in part, at the option of the Warrant Holder, upon delivery of a duly executed 
Warrant Assignment Form in the form annexed as ANNEX B hereto.  The Company shall execute and deliver a new Warrant or 
Warrants in the form of this Warrant with appropriate changes to reflect the issuance of subsequent Warrants in the name of the 
assignee or assignees named in such instrument of assignment, and if the Warrant Holder©s entire interest is not being 
transferred or assigned, in the name of the Warrant Holder, and this Warrant shall promptly be canceled. Any transfer or 
exchange of this Warrant shall be without charge to the Warrant Holder, and any new Warrant or Warrants issued shall be dated 
the date hereof.  The term "Warrant" as used herein includes any Warrants into which this Warrant may be divided or for which 
it may be exchanged. The Warrant Holder (and not the Company) will be responsible for any stamp, transfer or other taxes 
payable on any such transfer. 
 
Section 5. Lost, Mutilated or  Missing Warrant. 
 Upon receipt by the Company of evidence satisfactory to it of the loss, theft, destruction or mutilation of this Warrant, 
and upon surrender and cancellation of this Warrant, if mutilated, the Company shall execute and deliver a new Warrant of like 
denomination and date. 
 
Section 6. Rights of Warrant Holder . 
 The Warrant Holder shall not, by virtue hereof, be entitled to any voting or other rights of a shareholder of the 
Company, either at law or equity, and the rights of the Warrant Holder are limited to those expressed in this Warrant. 
 

 Section 7. Successors. 
 All the provisions of this Warrant by or for the benefit of the Company or the Warrant Holder shall bind and inure to the 
benefit of their respective successors and assigns. 
 
Section 8. Miscellaneous. 
 (a) This Warrant shall be construed in accordance with and governed by the laws of the State of Delaware. 
 
 (b) The caption headings used in this Warrant are for convenience of reference only and shall not be construed in 
any way to affect the interpretation of any provisions of this Warrant. 
 
 Section 9. Notices. 
 Any notice pursuant to this Warrant shall be effective if sent by first class mail, postage prepaid, or delivered by 
facsimile transmission, addressed as follows: 
 
 If to the Company, then to it at: 
  Axcess International Inc. 
  3208 Commander Drive 
  Dallas, Texas 75006 
  Attention: Chief Financial Officer 
  Facsimile No.: (972) 407-9085 
 
 (or to such other address as the Company may have furnished in writing to the Warrant Holder for this purpose); and 
 
 If to the Warrant Holder, then to it at such address as such Warrant Holder may have furnished in writing to the 
Company for this purpose. 
 
 IN WITNESS WHEREOF, the Company, intending to be legally bound hereby, has caused this Warrant to be signed by 
its President and Chief Executive Officer and attested by its Secretary or Assistant Secretary as of the date set forth below. 
 

     AXCESS INTERNATIONAL INC.   
 

 By:        
 Allan Frank, Chief Financial Officer  



 

EXHIBIT 10.12 
Form of Voting Common Stock Purchase Warrant 

 
NEITHER THIS WARRANT NOR ANY SHARES ACQUIRED UPON EXERCISE OF THIS WARRANT HAVE BEEN 
REGISTERED UNDER THE SECURITIES ACT OF 1933 (THE "ACT") OR UNDER ANY STATE SECURITIES LAWS. 
NEITHER THIS WARRANT NOR ANY SUCH SHARES MAY BE SOLD, OFFERED FOR SALE, PLEDGED OR 
HYPOTHECATED IN THE ABSENCE OF AN EFFECTIVE REGISTRATION STATEMENT UNDER THE ACT AND 
STATE SECURITIES LAWS OR THE AVAILABILITY OF AN EXEMPTION FROM SUCH REGISTRATION. 
 

AXCESS INTERNATIONAL, INC. 
Voting Common Stock Purchase Warrant 

 
The following recitals are true and constitute the basis for this Warrant: 
 

A. This Warrant is issued to ____________ or their successors in interest, assigns or transferees (collectively, the 
“Warrant Holder” ), in consideration for their Participation in the 2006 Preferred Equity transactions by Axcess 
International, Inc., a Delaware corporation (the "Company").; 

 
B. The total number of shares of the Company©s Voting Common Stock (as defined in Section 9(a) hereof) (the 

"Warrant Shares") to be issued to the Warrant Holder is _______________ shares (***  _______ *** ); and 
 

C. This Warrant shall be exercisable at any time and from time to time on or prior to the May 31, 2011. 
 
D. This Warrant shall be callable by the Company if and when the Company’s common stock share price exceeds 

$5.00 per share for at least 20 consecutive trading days.  The Company shall notify the holder and the holder shall have 
twenty (20) business days to acknowledge and fund the exercised of the warrant. 

 
 THIS CERTIFIES THAT, for value received, the Warrant Holder is entitled to purchase from the Company, _________ 
Warrant Shares at the exercise price of Two Dollars and No Cents ($2.00) per share (the "Exercise Price").   
 
Section 1.     Exercise of Warrant. 
 The rights represented by this Warrant may be exercised by the Warrant Holder, in whole or in part, by delivering to the 
Company a duly executed notice of exercise in the form of ANNEX A hereto and delivering a check payable to (or wire 
transfer to the account of) the Company in an amount equal to the product of (x) the Exercise Price times (y) the number of 
Warrant Shares as to which this Warrant is being exercised (such product, the "Total Exercise Price").  This Warrant shall be 
deemed to have been exercised immediately prior to the close of business on the date of delivery of a duly executed notice of 
exercise together with the amount (in cash) payable upon exercise of this Warrant and, as of such moment, (i) the rights of the 
Warrant Holder, as such, with respect to the number of Warrant Shares as to which this Warrant is being exercised  shall cease, 
and (ii) such Warrant Holder shall be deemed to be the record holder of the shares of Voting Common Stock issuable upon such 
exercise. As soon as practicable after the exercise, in whole or in part, of this Warrant, and in any event within 10 business days 
thereafter, the Company at its expense (including the payment by it of any applicable issuance or stamp taxes) will cause to be 
issued in the name of and delivered to the Warrant Holder, or as the Warrant Holder (upon payment by the Warrant Holder of 
any applicable transfer taxes) may direct, a certificate or certificates for the number of fully paid and nonassessable shares of 
Voting Common Stock to which the Warrant Holder shall be entitled upon such exercise. In the event of partial exercise of this 
Warrant, the Warrant need not be delivered to the Company; provided that the Warrant Holder agrees to make a notation of 
such partial exercise and, if applicable, surrender on the Warrant. If this Warrant is delivered to the Company, the Company 
shall issue and deliver to the Warrant Holder a new Warrant evidencing the rights to purchase the remaining Warrant Shares, 
which new Warrant shall in all other respects be identical to this Warrant. 
 
Section 2. Investment Representation. 
 By accepting this Warrant, the Warrant Holder represents that the Warrant Holder is acquiring this Warrant for 
investment purposes and will not sell or otherwise dispose of this Warrant or the underlying Warrant Shares in violation of 
applicable securities laws. The Warrant Holder acknowledges that the certificates representing any Warrant Shares will bear a 
legend indicating that they have not been registered under the Act, and may not be sold by the Warrant Holder except pursuant 
to an effective registration statement or pursuant to an exemption from registration. 
 
Section 3. Validity of Warrant and Issue of Shares. 
 The Company represents and warrants that this Warrant has been duly authorized and validly issued and covenants and 
agrees that all shares of Common Stock that may be issued upon the exercise of the rights represented by this Warrant will, 
when issued upon such exercise, be duly authorized, validly issued, fully paid and nonassessable and free from all taxes, liens 
and charges with respect to the issue thereof.  The Company further covenants and agrees that during the period within which 



 

the rights represented by this Warrant may be exercised, the Company will at all times have authorized and reserved a sufficient 
number of shares of Common Stock to provide for the exercise of the rights represented by this Warrant. 
 
 The Company shall not be required upon the exercise of this Warrant to issue any fraction of shares, but shall make any 
adjustment therefore by rounding the number of shares obtainable upon exercise to the next highest whole number of shares. 
 
Section 4. Transfer  of Rights. 
 This Warrant is transferable in whole or in part, at the option of the Warrant Holder, upon delivery of a duly executed 
Warrant Assignment Form in the form annexed as ANNEX B hereto.  The Company shall execute and deliver a new Warrant or 
Warrants in the form of this Warrant with appropriate changes to reflect the issuance of subsequent Warrants in the name of the 
assignee or assignees named in such instrument of assignment, and if the Warrant Holder©s entire interest is not being 
transferred or assigned, in the name of the Warrant Holder, and this Warrant shall promptly be canceled. Any transfer or 
exchange of this Warrant shall be without charge to the Warrant Holder, and any new Warrant or Warrants issued shall be dated 
the date hereof.  The term "Warrant" as used herein includes any Warrants into which this Warrant may be divided or for which 
it may be exchanged. The Warrant Holder (and not the Company) will be responsible for any stamp, transfer or other taxes 
payable on any such transfer. 
 
Section 5. Lost, Mutilated or  Missing Warrant. 
 Upon receipt by the Company of evidence satisfactory to it of the loss, theft, destruction or mutilation of this Warrant, 
and upon surrender and cancellation of this Warrant, if mutilated, the Company shall execute and deliver a new Warrant of like 
denomination and date. 
 
Section 6. Rights of Warrant Holder . 
 The Warrant Holder shall not, by virtue hereof, be entitled to any voting or other rights of a shareholder of the 
Company, either at law or equity, and the rights of the Warrant Holder are limited to those expressed in this Warrant. 
 

 Section 7. Successors. 
 All the provisions of this Warrant by or for the benefit of the Company or the Warrant Holder shall bind and inure to the 
benefit of their respective successors and assigns. 
 
Section 8. Miscellaneous. 
 (a) This Warrant shall be construed in accordance with and governed by the laws of the State of Delaware. 
 
 (b) The caption headings used in this Warrant are for convenience of reference only and shall not be construed in 
any way to affect the interpretation of any provisions of this Warrant. 
 
Section 9. Notices. 
 Any notice pursuant to this Warrant shall be effective if sent by first class mail, postage prepaid, or delivered by 
facsimile transmission, addressed as follows: 
 
 If to the Company, then to it at: 
  Axcess International Inc. 
  3208 Commander Drive 
  Dallas, Texas 75006 
  Attention: Chief Financial Officer 
  Facsimile No.: (972) 407-9085 
 (or to such other address as the Company may have furnished in writing to the Warrant Holder for this purpose); and 
 
 If to the Warrant Holder, then to it at such address as such Warrant Holder may have furnished in writing to the 
Company for this purpose. 
 
 IN WITNESS WHEREOF, the Company, intending to be legally bound hereby, has caused this Warrant to be signed by 
its President and Chief Executive Officer and attested by its Secretary or Assistant Secretary as of the date set forth below. 
 

  AXCESS INTERNATIONAL INC.   
 
 

     By:        
Allan Frank, Chief Financial Officer 



 

EXHIBIT 10.13 
Form of Voting Common Stock Purchase Warrant 

 
NEITHER THIS WARRANT NOR ANY SHARES ACQUIRED UPON EXERCISE OF THIS WARRANT HAVE BEEN 
REGISTERED UNDER THE SECURITIES ACT OF 1933 (THE "ACT") OR UNDER ANY STATE SECURITIES LAWS. 
NEITHER THIS WARRANT NOR ANY SUCH SHARES MAY BE SOLD, OFFERED FOR SALE, PLEDGED OR 
HYPOTHECATED IN THE ABSENCE OF AN EFFECTIVE REGISTRATION STATEMENT UNDER THE ACT AND 
STATE SECURITIES LAWS OR THE AVAILABILITY OF AN EXEMPTION FROM SUCH REGISTRATION. 
 

AXCESS INTERNATIONAL, INC. 
Voting Common Stock Purchase Warrant 

 
The following recitals are true and constitute the basis for this Warrant: 
 

A. This Warrant is issued to ______________________________ or its successors in interest, assigns or transferees 
(collectively, the “Warrant Holder”), in consideration for their Participation in the 2006B Preferred Equity transactions 
by Axcess International, Inc., a Delaware corporation (the "Company").; 

 
B. The total number of shares of the Company©s Voting Common Stock (as defined in Section 9(a) hereof) (the "Warrant 

Shares") to be issued to the Warrant Holder is _______________ shares (***  __________ *** ); and 
 

C. This Warrant shall be exercisable at any time and from time to time on or prior to the December 1, 2011. 
 
D. This Warrant shall be callable by the Company if and when the Company’s common stock share price exceeds $5.00 

per share for at least 20 consecutive trading days.  The Company shall notify the holder and the holder shall have twenty 
(20) business days to acknowledge and fund the exercised of the warrant. 

 
 THIS CERTIFIES THAT, for value received, the Warrant Holder is entitled to purchase from the Company, 
__________________ Warrant Shares at the exercise price of Two Dollars and No Cents ($2.00) per share (the "Exercise 
Price"). 
 
Section 1.     Exercise of Warrant. 
 The rights represented by this Warrant may be exercised by the Warrant Holder, in whole or in part, by delivering to the 
Company a duly executed notice of exercise in the form of ANNEX A hereto and delivering a check payable to (or wire 
transfer to the account of) the Company in an amount equal to the product of (x) the Exercise Price times (y) the number of 
Warrant Shares as to which this Warrant is being exercised (such product, the "Total Exercise Price").  This Warrant shall be 
deemed to have been exercised immediately prior to the close of business on the date of delivery of a duly executed notice of 
exercise together with the amount (in cash) payable upon exercise of this Warrant and, as of such moment, (i) the rights of the 
Warrant Holder, as such, with respect to the number of Warrant Shares as to which this Warrant is being exercised  shall cease, 
and (ii) such Warrant Holder shall be deemed to be the record holder of the shares of Voting Common Stock issuable upon such 
exercise. As soon as practicable after the exercise, in whole or in part, of this Warrant, and in any event within 10 business days 
thereafter, the Company at its expense (including the payment by it of any applicable issuance or stamp taxes) will cause to be 
issued in the name of and delivered to the Warrant Holder, or as the Warrant Holder (upon payment by the Warrant Holder of 
any applicable transfer taxes) may direct, a certificate or certificates for the number of fully paid and nonassessable shares of 
Voting Common Stock to which the Warrant Holder shall be entitled upon such exercise. In the event of partial exercise of this 
Warrant, the Warrant need not be delivered to the Company; provided that the Warrant Holder agrees to make a notation of 
such partial exercise and, if applicable, surrender on the Warrant. If this Warrant is delivered to the Company, the Company 
shall issue and deliver to the Warrant Holder a new Warrant evidencing the rights to purchase the remaining Warrant Shares, 
which new Warrant shall in all other respects be identical to this Warrant. 
 
Section 2. Investment Representation. 
 By accepting this Warrant, the Warrant Holder represents that the Warrant Holder is acquiring this Warrant for 
investment purposes and will not sell or otherwise dispose of this Warrant or the underlying Warrant Shares in violation of 
applicable securities laws. The Warrant Holder acknowledges that the certificates representing any Warrant Shares will bear a 
legend indicating that they have not been registered under the Act, and may not be sold by the Warrant Holder except pursuant 
to an effective registration statement or pursuant to an exemption from registration. 
 
Section 3. Validity of Warrant and Issue of Shares. 
 The Company represents and warrants that this Warrant has been duly authorized and validly issued and covenants and 
agrees that all shares of Common Stock that may be issued upon the exercise of the rights represented by this Warrant will, 
when issued upon such exercise, be duly authorized, validly issued, fully paid and nonassessable and free from all taxes, liens 



 

and charges with respect to the issue thereof.  The Company further covenants and agrees that during the period within which 
the rights represented by this Warrant may be exercised, the Company will at all times have authorized and reserved a sufficient 
number of shares of Common Stock to provide for the exercise of the rights represented by this Warrant. 
 
 The Company shall not be required upon the exercise of this Warrant to issue any fraction of shares, but shall make any 
adjustment therefore by rounding the number of shares obtainable upon exercise to the next highest whole number of shares. 
 
Section 4. Transfer  of Rights. 
 This Warrant is transferable in whole or in part, at the option of the Warrant Holder, upon delivery of a duly executed 
Warrant Assignment Form in the form annexed as ANNEX B hereto.  The Company shall execute and deliver a new Warrant or 
Warrants in the form of this Warrant with appropriate changes to reflect the issuance of subsequent Warrants in the name of the 
assignee or assignees named in such instrument of assignment, and if the Warrant Holder©s entire interest is not being 
transferred or assigned, in the name of the Warrant Holder, and this Warrant shall promptly be canceled. Any transfer or 
exchange of this Warrant shall be without charge to the Warrant Holder, and any new Warrant or Warrants issued shall be dated 
the date hereof.  The term "Warrant" as used herein includes any Warrants into which this Warrant may be divided or for which 
it may be exchanged. The Warrant Holder (and not the Company) will be responsible for any stamp, transfer or other taxes 
payable on any such transfer. 
 
Section 5. Lost, Mutilated or  Missing Warrant. 
 Upon receipt by the Company of evidence satisfactory to it of the loss, theft, destruction or mutilation of this Warrant, 
and upon surrender and cancellation of this Warrant, if mutilated, the Company shall execute and deliver a new Warrant of like 
denomination and date. 
 
Section 6. Rights of Warrant Holder . 
 The Warrant Holder shall not, by virtue hereof, be entitled to any voting or other rights of a shareholder of the 
Company, either at law or equity, and the rights of the Warrant Holder are limited to those expressed in this Warrant. 
 

 Section 7. Successors. 
 All the provisions of this Warrant by or for the benefit of the Company or the Warrant Holder shall bind and inure to the 
benefit of their respective successors and assigns. 
 
Section 8. Miscellaneous. 
 (a) This Warrant shall be construed in accordance with and governed by the laws of the State of Delaware. 
 
 (b) The caption headings used in this Warrant are for convenience of reference only and shall not be construed in 
any way to affect the interpretation of any provisions of this Warrant. 
 
Section 9. Notices. 
 Any notice pursuant to this Warrant shall be effective if sent by first class mail, postage prepaid, or delivered by 
facsimile transmission, addressed as follows: 
 
 If to the Company, then to it at: 
  Axcess International Inc. 
  3208 Commander Drive 
  Dallas, Texas 75006 
  Attention: Chief Financial Officer 
  Facsimile No.: (972) 407-9085 
 (or to such other address as the Company may have furnished in writing to the Warrant Holder for this purpose); and 
 
 If to the Warrant Holder, then to it at such address as such Warrant Holder may have furnished in writing to the 
Company for this purpose. 
 
 IN WITNESS WHEREOF, the Company, intending to be legally bound hereby, has caused this Warrant to be signed by 
its President and Chief Executive Officer and attested by its Secretary or Assistant Secretary as of the date set forth below. 

 
AXCESS INTERNATIONAL INC.       

 
        By:                          

 Allan Frank, Chief Financial Officer 



 

EXHIBIT 10.14 
Form of Voting Common Stock Purchase Warrant 

 
NEITHER THIS WARRANT NOR ANY SHARES ACQUIRED UPON EXERCISE OF THIS WARRANT HAVE BEEN 
REGISTERED UNDER THE SECURITIES ACT OF 1933 (THE "ACT") OR UNDER ANY STATE SECURITIES LAWS. 
NEITHER THIS WARRANT NOR ANY SUCH SHARES MAY BE SOLD, OFFERED FOR SALE, PLEDGED OR 
HYPOTHECATED IN THE ABSENCE OF AN EFFECTIVE REGISTRATION STATEMENT UNDER THE ACT AND 
STATE SECURITIES LAWS OR THE AVAILABILITY OF AN EXEMPTION FROM SUCH REGISTRATION. 
 

AXCESS INTERNATIONAL, INC. 
Voting Common Stock Purchase Warrant 

 
The following recitals are true and constitute the basis for this Warrant: 
 

A. This Warrant is issued to ______________________________ or its successors in interest, assigns or transferees 
(collectively, the “Warrant Holder”), in consideration for their Participation in the 2006C Preferred Equity transactions 
by Axcess International, Inc., a Delaware corporation (the "Company").; 

 
B. The total number of shares of the Company©s Voting Common Stock (as defined in Section 9(a) hereof) (the "Warrant 

Shares") to be issued to the Warrant Holder is _______________ shares (***  __________ *** ); and 
 

C. This Warrant shall be exercisable at any time and from time to time on or prior to the January 29, 2012. 
 
D. This Warrant shall be callable by the Company if and when the Company’s common stock share price exceeds $5.00 

per share for at least 20 consecutive trading days.  The Company shall notify the holder and the holder shall have twenty 
(20) business days to acknowledge and fund the exercised of the warrant. 

 
 THIS CERTIFIES THAT, for value received, the Warrant Holder is entitled to purchase from the Company, 
__________________ Warrant Shares at the exercise price of Two Dollars and No Cents ($2.00) per share (the "Exercise 
Price"). 
 
Section 1.     Exercise of Warrant. 
 The rights represented by this Warrant may be exercised by the Warrant Holder, in whole or in part, by delivering to the 
Company a duly executed notice of exercise in the form of ANNEX A hereto and delivering a check payable to (or wire 
transfer to the account of) the Company in an amount equal to the product of (x) the Exercise Price times (y) the number of 
Warrant Shares as to which this Warrant is being exercised (such product, the "Total Exercise Price").  This Warrant shall be 
deemed to have been exercised immediately prior to the close of business on the date of delivery of a duly executed notice of 
exercise together with the amount (in cash) payable upon exercise of this Warrant and, as of such moment, (i) the rights of the 
Warrant Holder, as such, with respect to the number of Warrant Shares as to which this Warrant is being exercised  shall cease, 
and (ii) such Warrant Holder shall be deemed to be the record holder of the shares of Voting Common Stock issuable upon such 
exercise. As soon as practicable after the exercise, in whole or in part, of this Warrant, and in any event within 10 business days 
thereafter, the Company at its expense (including the payment by it of any applicable issuance or stamp taxes) will cause to be 
issued in the name of and delivered to the Warrant Holder, or as the Warrant Holder (upon payment by the Warrant Holder of 
any applicable transfer taxes) may direct, a certificate or certificates for the number of fully paid and nonassessable shares of 
Voting Common Stock to which the Warrant Holder shall be entitled upon such exercise. In the event of partial exercise of this 
Warrant, the Warrant need not be delivered to the Company; provided that the Warrant Holder agrees to make a notation of 
such partial exercise and, if applicable, surrender on the Warrant. If this Warrant is delivered to the Company, the Company 
shall issue and deliver to the Warrant Holder a new Warrant evidencing the rights to purchase the remaining Warrant Shares, 
which new Warrant shall in all other respects be identical to this Warrant. 
 
Section 2. Investment Representation. 
 By accepting this Warrant, the Warrant Holder represents that the Warrant Holder is acquiring this Warrant for 
investment purposes and will not sell or otherwise dispose of this Warrant or the underlying Warrant Shares in violation of 
applicable securities laws. The Warrant Holder acknowledges that the certificates representing any Warrant Shares will bear a 
legend indicating that they have not been registered under the Act, and may not be sold by the Warrant Holder except pursuant 
to an effective registration statement or pursuant to an exemption from registration. 
 
Section 3. Validity of Warrant and Issue of Shares. 
 The Company represents and warrants that this Warrant has been duly authorized and validly issued and covenants and 
agrees that all shares of Common Stock that may be issued upon the exercise of the rights represented by this Warrant will, 
when issued upon such exercise, be duly authorized, validly issued, fully paid and nonassessable and free from all taxes, liens 



 

and charges with respect to the issue thereof.  The Company further covenants and agrees that during the period within which 
the rights represented by this Warrant may be exercised, the Company will at all times have authorized and reserved a sufficient 
number of shares of Common Stock to provide for the exercise of the rights represented by this Warrant. 
 
 The Company shall not be required upon the exercise of this Warrant to issue any fraction of shares, but shall make any 
adjustment therefore by rounding the number of shares obtainable upon exercise to the next highest whole number of shares. 
 
Section 4. Transfer  of Rights. 
 This Warrant is transferable in whole or in part, at the option of the Warrant Holder, upon delivery of a duly executed 
Warrant Assignment Form in the form annexed as ANNEX B hereto.  The Company shall execute and deliver a new Warrant or 
Warrants in the form of this Warrant with appropriate changes to reflect the issuance of subsequent Warrants in the name of the 
assignee or assignees named in such instrument of assignment, and if the Warrant Holder©s entire interest is not being 
transferred or assigned, in the name of the Warrant Holder, and this Warrant shall promptly be canceled. Any transfer or 
exchange of this Warrant shall be without charge to the Warrant Holder, and any new Warrant or Warrants issued shall be dated 
the date hereof.  The term "Warrant" as used herein includes any Warrants into which this Warrant may be divided or for which 
it may be exchanged. The Warrant Holder (and not the Company) will be responsible for any stamp, transfer or other taxes 
payable on any such transfer. 
 
Section 5. Lost, Mutilated or  Missing Warrant. 
 Upon receipt by the Company of evidence satisfactory to it of the loss, theft, destruction or mutilation of this Warrant, 
and upon surrender and cancellation of this Warrant, if mutilated, the Company shall execute and deliver a new Warrant of like 
denomination and date. 
 
Section 6. Rights of Warrant Holder . 
 The Warrant Holder shall not, by virtue hereof, be entitled to any voting or other rights of a shareholder of the 
Company, either at law or equity, and the rights of the Warrant Holder are limited to those expressed in this Warrant. 
 

 Section 7. Successors. 
 All the provisions of this Warrant by or for the benefit of the Company or the Warrant Holder shall bind and inure to the 
benefit of their respective successors and assigns. 
 
Section 8. Miscellaneous. 
 (a) This Warrant shall be construed in accordance with and governed by the laws of the State of Delaware. 
 
 (b) The caption headings used in this Warrant are for convenience of reference only and shall not be construed in 
any way to affect the interpretation of any provisions of this Warrant. 
 
Section 9. Notices. 
 Any notice pursuant to this Warrant shall be effective if sent by first class mail, postage prepaid, or delivered by 
facsimile transmission, addressed as follows: 
 
 If to the Company, then to it at: 
  Axcess International Inc. 
  3208 Commander Drive 
  Dallas, Texas 75006 
  Attention: Chief Financial Officer 
  Facsimile No.: (972) 407-9085 
 (or to such other address as the Company may have furnished in writing to the Warrant Holder for this purpose); and 
 
 If to the Warrant Holder, then to it at such address as such Warrant Holder may have furnished in writing to the 
Company for this purpose. 
 
 IN WITNESS WHEREOF, the Company, intending to be legally bound hereby, has caused this Warrant to be signed by 
its President and Chief Executive Officer and attested by its Secretary or Assistant Secretary as of the date set forth below. 
 

 AXCESS INTERNATIONAL INC.   
 
     

     By:        
Allan Frank, Chief Financial Officer 



 

EXHIBIT 14.1  
 

AXCESS INTERNATIONAL, INC. 
CODE OF ETHICS FOR SENIOR FINANCIAL OFFICERS 

This Code of Ethics applies to the Chief Executive Officer, Chief Financial Officer, and any Principal Accounting Officer or 
Controller (“Senior Financial Officers”) of Axcess International, Inc. (the “Company”).  Its purpose is to promote honest and 
ethical conduct and compliance with the law, particularly as related to the maintenance of the Company’s financial records and 
the preparation of financial statements filed with the Securities and Exchange Commission (the “SEC”). 

General Pr inciples 

Senior Financial Officers are expected to carry out their responsibilities honestly and with integrity, exercising at all times their 
best independent judgment. 

1. Conflict of Interests.  Senior Financial Officers must avoid situations in which their own interests conflict, or 
may appear to conflict, with the interests of the Company.  A conflict of interest can arise when a Senior 
Financial Officer takes actions or has interests that may make it difficult to perform  his or her work 
objectively and  effectively.  Conflicts of interest also arise when a Senior Financial Officer, or a member of 
his or her family, receives improper personal benefits as a result of his or her position in the Company.  In any 
case in which a Senior Financial Officer finds himself or herself with an actual or apparent material conflict of 
interest, he or she must properly disclose it to the Company’s counsel, who will review the transaction or 
relationship.  If Company’s counsel determines that a material conflict does exist, he or she will refer the 
matter to the Audit Committee of the Board of Directors, which shall determine how the situation should be 
resolved.  In furtherance of the foregoing, no Senior Financial Officer may: 

(a) compete, directly or indirectly, with or against the Company; 

(b) work for or receive payments for services from any competitor, customer, distributor or supplier of 
the Company; 

(c) receive compensation in connection with services performed relating to any transaction entered into 
by the Company, other than compensation received in the ordinary course of employment by the 
Company; 

(d) take or otherwise appropriate for his or her personal benefit, or for the benefit of any other person or 
enterprise, any opportunity or potential opportunity that arises or may arise in any line of business in 
which the Company or any Company subsidiary engages or is considering engaging, without first 
notifying and obtaining the written approval of the Audit Committee; 

(e) hold, or have any immediate family member who holds, any interest in any corporation or entity that 
directly or indirectly competes with the Company or any division or affiliate; 

(f) accept gifts of more than a nominal value from any customer or supplier; or 

(g) provide a gift to any person or entity that would violate any law. 

2. Full, Fair, and Timely Disclosure.  Senior Financial Officers are responsible for assuring full, fair, accurate, 
timely and understandable disclosure of relevant financial information to shareholders and investors.  In 
particular, they are responsible for assuring that the Company complies with the federal securities laws 
governing disclosure of financial information, and for assuring that press releases and communications with 
investors and securities analysts are fair and accurate.  Accordingly, it is the responsibility of each of the 
Senior Financial Officers to promptly bring to the attention of the Company’s counsel and to the Audit 
Committee any credible information of which he or she becomes aware, that would place in doubt the accuracy 
or completeness, in any material respect, of any disclosures of which he or she is aware, that have been made 
or are to be made, whether directly or indirectly by the Company, in any public SEC filing or submission, or 
any other formal or informal public communication, whether written or oral (including but not limited to a  
press release). 

Additionally, each Senior Financial Officer is responsible for promptly bringing to the attention of the 
Company’s counsel and the Audit Committee any credible information of which he or she becomes aware that 
indicates any deficiency in the Company’s internal control over financial reporting within the meaning of 
Section 404 of the Sarbanes-Oxley Act and the SEC’s implementing rules, and/or the Company’s disclosure 
controls and procedures for preparing SEC reports or other public communications as mandated by Section 302 
of the Sarbanes-Oxley Act and the SEC’s implementing rules, even if a materially inaccurate or incomplete 



 

disclosure by or on behalf of the Company has not resulted or is not expected imminently to result from such 
deficiency. 

Each Senior Financial Officer is reminded, moreover, that the Company is required by law and this Code of 
Ethics to keep books and records that accurately and fairly reflect its business operations, its acquisition and 
disposition of assets and its incurrence of liabilities, as part of a system of internal accounting controls that will 
ensure the reliability and adequacy of these books and records and that will ensure that access to Company 
assets is granted only as permitted by Company policies. 

Among other things, Senior Financial Officers shall: 

(a) establish and maintain internal controls and procedures and disclosure controls and procedures designed to 
assure that financial information is recorded, processed and transmitted to those responsible for preparing 
periodic reports and other public communications containing financial information so that they are 
complete, accurate and timely; 

(b) oversee the appropriate personnel to help ensure that the internal controls and procedures and disclosure 
controls and procedures are being followed; 

(c) carefully review each periodic report for accuracy and completeness before it is filed with the SEC and 
carefully review each public communication containing financial information before it is released; 

(d) never create or maintain secret or unrecorded funds, assets, or accounts, or intentionally make a payment 
or approve an invoice, expense report or other document that is incorrect, misleading or inaccurate; and 

(e) comply at all times with applicable government laws, rules and regulations. 

3. Compliance with the Code of Ethics.  Senior Financial Officers should promptly bring to the attention of the 
Audit Committee or the full Board of Directors: 

(a) any matters that could compromise the integrity of the Company’s financial reports; 

(b) any disagreements with respect to any material accounting matter; and 

(c) any violation of this Code of Ethics or of any law or regulation related to the Company’s accounting or 
financial affairs. 

4. Whisleblowers.    No Senior Financial Officer may discharge, demote, suspend, threaten, harass, or in any 
other manner discriminate against an employee in the terms and conditions of employment because of any lawful act done by the 
employee (1) to provide information, cause information to be provided, or otherwise assist in an investigation regarding any 
conduct that the employee reasonably believes constitutes a violation of law, including any rule or regulation of the SEC, or any 
provision of federal law relating to fraud against shareholders or (2) to file, cause to be filed, testify, participate in, or otherwise 
assist in a proceeding filed or about to be filed (with any knowledge of the employer) relating to an alleged violation of law, 
including any rule or regulation of the SEC, or any provision of federal law relating to fraud against shareholders. 

5. Independent Auditors.    Senior Financial Officers are prohibited from directly or indirectly taking any action 
to fraudulently influence, coerce, manipulate or mislead the Company’s independent public auditors for the purpose of rendering 
the financial statements of the Company misleading. 

6. Amendment or  Waiver .    The Board of Directors shall approve any waiver of or amendment to this Code of 
Ethics, and any such waiver or amendment shall be disclosed promptly, as required by law or SEC regulation. 

7. Sanctions for  Violoation.    A failure by any Senior Financial Officer to comply with the laws or regulations 
governing the Company’s business, this Code of Ethics, or any other Company policy or requirement may result in disciplinary 
action, including immediate termination and, if warranted, legal proceedings.  The Audit Committee will investigate violations 
and appropriate action will be taken in the event of any violations of this Code of Ethics. 

 

 

 

Dated and approved by the Board of Directors on this 26th day of March 2004. 



 

EXHIBIT 21.1  

 
 

AXCESS INTERNATIONAL INC.  
SUBSIDIARIES OF THE COMPANY  

 
 
Name of Subsidiary                                         State of Incorporation 
Sandia Imaging Systems Corporation                         Delaware 
 

 



 

EXHIBIT 23.1  
 
 
 

Consent of Independent Registered Public Accounting Firm 
 
 
We consent to the incorporation by reference in the Registration Statements Nos. 33-42214, 33-98160, 333-80857 and 333-
80843 on Form S-8 of Axcess International Inc. of our report dated February 28, 2007, with respect to the consolidated financial 
statements of Axcess International Inc. as December 31, 2006 and 2005 and for the years then ended included in its Annual 
Report (Form 10-KSB) for the year ended December 31, 2006. 
 

 
/s/ Hein & Associates LLP  
 

March 1, 2007 
Dallas, Texas  



 

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. I have reviewed this annual report on Form 10-KSB of Axcess International, Inc.; 
2. Based on my knowledge, this annual report does not contain any untrue statement of a material fact or omit to state a 

material fact necessary to make the statements made, in light of the circumstances under which such statements were 
made, not misleading with respect to the period covered by this annual report; 

3. Based on my knowledge, the financial statements, and other financial information included in this annual report, fairly 
present in all material respects the financial condition, results of operations and cash flows of the registrant as of, and 
for, the periods presented in this annual report; 

4. The registrant’s other certifying officers and I are responsible for establishing and maintaining disclosure controls and 
procedures (as defined in Exchange Act Rule 13a-14 and 15d-14) for the registrant and we have: 

a) designed such disclosure controls and procedures to ensure that material information relating to the registrant, 
including its consolidating subsidiaries, is made known to us by others within those entities, particularly during 
the period in which this annual report was prepared; 

b) evaluated the effectiveness of the registrant’s disclosure controls and procedures as of the end of the period 
covered by this annual report  (the  "Evaluation Date"); and 

c) presented in this annual report our conclusions about the effectiveness of the disclosure controls and 
procedures based on the required evaluation as of the Evaluation Date; 

5. The registrant©s other certifying officers and I have disclosed, based on our most recent evaluation, to the   registrant’s 
auditors and the audit committee of registrant’s board of directors  (or persons performing the equivalent function): 

a) all significant deficiencies in the design or operation of internal controls which could adversely affect the 
registrant’s ability to record, process, summarize and report financial data and have identified for the 
registrant©s auditors any material weaknesses in internal controls; and 

b) any fraud, whether or not material, that involves management or other employees who have a significant role 
in the registrant©s internal controls; and 

6. The registrant©s other certifying officers and I have indicated in this annual report whether or not there were significant 
changes in internal controls or in other factors that could significantly affect internal controls subsequent to the date of 
our most recent evaluation, including any corrective actions with regard to significant deficiencies and material 
weaknesses. 

 
Date:     March 2, 2007 
                                        
                              /s/ ALLAN GRIEBENOW 
                             ----------------------------------------- 
                             Allan Griebenow, President and Chief Executive Officer 
                                  (Principal Executive 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: 
 

1. I have reviewed this annual report on Form 10-KSB of Axcess International, Inc.; 
2. Based on my knowledge, this annual report does not contain any untrue statement of a material fact or omit to state a 

material fact necessary to make the statements made, in light of the circumstances under which such statements were 
made, not misleading with respect to the period covered by this annual report; 

3. Based on my knowledge, the financial statements, and other financial information included in this annual report, fairly 
present in all material respects the financial condition, results of operations and cash flows of the registrant as of, and 
for, the periods presented in this annual report; 

4. The registrant’s other certifying officers and I are responsible for establishing and maintaining disclosure controls and 
procedures (as defined in Exchange Act Rule 13a-14 and 15d-14) for the registrant and we have: 

a) designed such disclosure controls and procedures to ensure that material information relating to the registrant, 
including its consolidating subsidiaries, is made known to us by others within those entities, particularly during 
the period in which this annual report was prepared; 

b) evaluated the effectiveness of the registrant’s disclosure controls and procedures as of the end of the period 
covered by this annual report  (the  "Evaluation Date"); and 

c) presented in this annual report our conclusions about the effectiveness of the disclosure controls and 
procedures based on the required evaluation as of the Evaluation Date; 

5. The registrant©s other certifying officers and I have disclosed, based on our most recent evaluation, to the   registrant’s 
auditors and the audit committee of registrant’s board of directors  (or persons performing the equivalent function): 

a) all significant deficiencies in the design or operation of internal controls which could adversely affect the 
registrant’s ability to record, process, summarize and report financial data and have identified for the 
registrant©s auditors any material weaknesses in internal controls; and 

b) any fraud, whether or not material, that involves management or other employees who have a significant role 
in the registrant©s internal controls; and 

6. The registrant©s other certifying officers and I have indicated in this annual report whether or not there were significant 
changes in internal controls or in other factors that could significantly affect internal controls subsequent to the date of 
our most recent evaluation, including any corrective actions with regard to significant deficiencies and material 
weaknesses. 

 
Date:     March 2, 2007 
                                        
                        /s/ ALLAN L. FRANK 
                         ----------------------------------------- 
                         Allan L. Frank, Vice President, Chief Financial Officer and Secretary 
                         (Principal Accounting and Financial 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 Annual Report of Axcess International Inc. (the “Company”) on Form 10-KSB for the period 
ended December 31, 2006, as filed with the Securities and Exchange Commission on the date hereof (the “Report” ), 
I, Allan Griebenow, President, Chief Executive Officer and Principal Executive Officer of the Company, certify, 
pursuant to 18 U.S.C. § 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that to my 
knowledge: 
 
 (1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities 
Exchange Act of 1934, as applicable; and 
 
 (2) The information contained in the Report fairly presents, in all material respects, the financial 
condition and results of operations of the Company at the dates and for the periods indicated. 
 
 
 
/S/ ALLAN GRIEBENOW    
Allan Griebenow 
President, Chief Executive Officer and Principal Executive Officer 
  
Dated:  March 2, 2007 



 

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 Annual Report of Axcess Inc. (the “Company”) on Form 10-KSB for the period ended 
December 31, 2006, as filed with the Securities and Exchange Commission on the date hereof (the “Report” ), I, 
Allan L. Frank, Vice President, Chief Financial Officer, Secretary and Principal Accounting and Financial Officer of 
the Company, certify, pursuant to 18 U.S.C. § 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 
2002, that to my knowledge: 
 
 (1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities 
Exchange Act of 1934, as applicable; and 
 
 (2) The information contained in the Report fairly presents, in all material respects, the financial 
condition and results of operations of the Company at the dates and for the periods indicated. 
 
 
 
/S/ ALLAN L. FRANK  
Allan L. Frank 
Vice President, Chief Financial Officer, Secretary and Principal Accounting and Financial Officer 
  
Dated:  March 2, 2007 

 

 



 

 EXHIBIT 99.1  
AXCESS INTERNATIONAL, INC. 
AUDIT COMMITTEE CHARTER 

Organization 

This charter governs the operations of the audit committee. The committee shall review and reassess the charter at least annually 
and obtain the approval of the board of directors. The committee shall be appointed by the board of directors and shall comprise 
at least three directors, each of whom are independent of management and the Company. Members of the committee shall be 
considered independent if they have no relationship that may interfere with the exercise of their independence from management 
and the Company. All committee members shall be financially literate, [or shall become financially literate within a reasonable 
period of time after appointment to the committee,] and at least one member shall have accounting or related financial 
management expertise. 

Statement of Policy 

The audit committee shall provide assistance to the board of directors in fulfilling their oversight responsibility to the 
shareholders, potential shareholders, the investment community, and others relating to the Company’s financial statements and 
the financial reporting process, the systems of internal accounting and financial controls, the internal audit function, the annual 
independent audit of the Company’s financial statements, and the legal compliance and ethics programs as established by 
management and the board. In so doing, it is the responsibility of the committee to maintain free and open communication 
between the committee, independent auditors, the internal auditors and management of the Company. In discharging its oversight 
role, the committee is empowered to investigate any matter brought to its attention with full access to all books, records, 
facilities, and personnel of the Company and the power to retain outside counsel, or other experts for this purpose. 

Responsibilities and Processes 

The primary responsibility of the audit committee is to oversee the Company’s financial reporting process on behalf of the board 
and report the results of their activities to the board. Management is responsible for preparing the Company’s financial 
statements, and the independent auditors are responsible for auditing those financial statements. The committee in carrying out 
its responsibilities believes its policies and procedures should remain flexible, in order to best react to changing conditions and 
circumstances. The committee should take the appropriate actions to set the overall corporate “ tone” for quality financial 
reporting, sound business risk practices, and ethical behavior. 

The following shall be the principal recurring processes of the audit committee in carrying out its oversight responsibilities. The 
processes are set forth as a guide with the understanding that the committee may supplement them as appropriate. 

·  The committee shall have a clear understanding with management and the independent auditors that the 
independent auditors are ultimately accountable to the board and the audit committee, as representatives of the 
Company’s shareholders. The committee shall have the ultimate authority and responsibility to evaluate and, where 
appropriate, recommend the replacement of the independent auditors. The committee shall discuss with the auditors 
their independence from management and the Company and the matters included in the written disclosures required 
by the Independence Standards Board. Annually, the committee shall review and recommend to the board the 
selection of the Company’s independent auditors, subject to shareholders’  approval. 

·  The committee shall discuss with the internal auditors and the independent auditors the overall scope and plans for 
their respective audits including the adequacy of staffing and compensation. Also, the committee shall discuss with 
management, the internal auditors, and the independent auditors the adequacy and effectiveness of the accounting 
and financial controls, including the Company’s system to monitor and manage business risk, and legal and ethical 
compliance programs. Further, the committee shall meet separately with the internal auditors and the independent 
auditors, with and without management present, to discuss the results of their examinations. 

·  The committee shall review the interim financial statements with management and the independent auditors prior to 
the filing of the Company’s Quarterly Report on Form 10-Q. Also, the committee shall discuss the results of the 
quarterly review and any other matters required to be communicated to the committee by the independent auditors 
under generally accepted auditing standards. The chair of the committee may represent the entire committee for the 
purposes of this review. 

·  The committee shall review with management and the independent auditors the financial statements to be included 
in the Company’s Annual Report on Form 10-K (or the annual report to shareholders if distributed prior to the 
filing of Form 10-K), including their judgment about the quality, not just acceptability, of accounting principles, the 
reasonableness of significant judgments, and the clarity of the disclosures in the financial statements. Also, the 
committee shall discuss the results of the annual audit and any other matters required to be communicated to the 
committee by the independent auditors under generally accepted auditing standards. 

 



 

 

EXHIBIT 99.2 
AXCESS INTERNATIONAL, INC. 

NOMINATING AND GOVERNANCE COMMITTEE CHARTER  

Purpose 

The Nominating and Governance Committee of the Board of Directors will monitor the composition of the Board and, when 
appropriate, seek, screen and recommend for nomination qualified candidates for election to the Board of Directors at the 
Corporation©s Annual Meeting of Stockholders. In addition, the Nominating and Governance Committee will seek qualified 
candidates to fill vacancies on the Board of Directors subject to appointment by the Board of Directors. The Nominating and 
Governance Committee will also evaluate the Board©s structure and practices and, when appropriate, recommend new policies to 
the full Board. Finally, the Nominating and Governance Committee will periodically review succession planning with respect to 
the Chief Executive Officer and other key executive officers. 

Membership 

The Nominating and Governance Committee shall be elected by the Board of Directors and may be removed by the Board of 
Directors. The Nominating and Governance Committee will consist of a minimum of two members of the Board of Directors, 
each of whom shall be an "independent director." Members of the committee shall be considered independent if they have no 
relationship that may interfere with the exercise of their independence from management and the Company. 

Role and Responsibilities 

The responsibilities of the Nominating and Governance Committee include: 

1. Reviewing Board structure, composition, and practices, and making recommendations on these matters to the 
Board. 

2. Reviewing, soliciting and making recommendations to the Board of Directors and stockholders of the Corporation 
with respect to candidates for election to the Board of Directors. 

3. Reviewing Board Committee composition and practices and making recommendations on these matters to the 
Board. 

4. Reviewing succession planning for the Chief Executive Officer and other key executive officers. 
5. Performing such other tasks as may be authorized by the Board of Directors. 

The Nominating and Governance Committee shall have the sole authority to retain special legal, accounting or other consultants, 
including search firms, to advise the Nominating and Governance Committee. The Nominating and Governance Committee may 
request any officer or employee of the Company or the Company©s outside counsel to attend a meeting of the Nominating and 
Governance Committee or to meet with any members of, or consultants to, the Nominating and Governance Committee. 

Meetings 

The Nominating and Governance Committee will meet as often as the members shall determine to be necessary or appropriate 
but at least one time during each year. Reports of meetings of the Nominating and Governance Committee shall be made to the 
Board of Directors at its next regularly scheduled meeting following the Nominating and Governance Committee meeting, 
accompanied by any recommendations to the Board of Directors approved by the Nominating and Governance Committee. 

�

�

�

�

�

Dated and approved by the Board of Directors on this 22nd day of February 2005. 



 

EXHIBIT 99.3  
 

AXCESS INTERNATIONAL, INC. 
WHISTLEBLOWER POLICY 

Purpose 

This policy establishes standards and procedures to ensure that complaints and concerns (each an "Allegation") regarding the 
Axcess International Inc. (“Company”) operations, conduct and reporting are handled in a manner that complies with 
management©s and the Audit Committee©s objectives. In addition, this policy:  

·  establishes guidance for the receipt, retention, and treatment of verbal or written reports received by the 
Company regarding accounting, internal controls, auditing matters, disclosure, fraud and unethical business 
practices, whether submitted by Company employees or third parties ("Allegation"), and 

·  establishes guidance for providing Company employees a means to make Reports in a confidential and 
anonymous manner, and 

·  makes clear the Company©s intention to discipline, up to and including termination of employment, any person 
determined to have engaged in retaliatory behavior,  

pursuant to Section 301 of the Sarbanes-Oxley Act of 2002 and Rule 10A-3 under the Securities Exchange Act of 1934.  

Receipt 

This policy and information regarding problem resolution resources shall be provided to the Company©s employees and made 
generally available through the Company website and / or intranet. The Company has designated the Chairman of the Audit 
Committee of the Board of Directors to be the recipients of all the Allegations.   Any Allegation received by a Company officer, 
director, or employee from a Company or non-Company source should be immediately forwarded to Chairman of the Audit 
Committee.  

Procedures 

The Audit Committee shall receive, retain, investigate, document and act on all Allegations concerning accounting, internal 
accounting controls and auditing matters and other unethical or illegal business conduct.  In addition the Audit Committee 
shall receive and oversee the handling and disposition of all Allegations regarding improper conduct towards employees and 
violations of Company policies, laws or regulations regarding harassment, discrimination, affirmative action and health and 
safety issues.  
 
The Audit Committee shall determine whether the Audit Committee, the Company©s Outside Counsel or management 
should investigate an Allegation, taking into account the following considerations, in addition to any other factors that the 
Audit Committee deems appropriate under the circumstances:  

i. Who is the alleged wrongdoer?  
ii. How serious is the alleged wrongdoing?  

iii. How credible is the allegation of wrongdoing?  

If the Audit Committee determines that management should investigate the Allegation, the Audit Committee will notify the 
Chief Executive Officer in writing of that conclusion. Management, under the guidance of the CEO, shall promptly 
thereafter investigate the Allegation and shall report the results of its investigation, in writing, to the Audit Committee. 
Management shall be free in its discretion to engage outside auditors, counsel or other experts to assist in the investigation 
and in the analysis of results. 

If the Audit Committee determines that Outside Counsel should investigate the Allegation, the Audit Committee will notify 
the Outside Counsel in writing of that conclusion. The Outside Counsel shall promptly thereafter investigate the Allegation 
and shall report the results of the investigation, in writing, to the Audit Committee. The Outside Counsel shall be free in his 
or her discretion to engage outside auditors, counsel or other experts to assist in the investigation and in the analysis of 
results.  
�
If the Audit Committee determines that it should investigate the Allegation, the Audit Committee shall promptly determine 
what professional assistance, if any, it needs in order to conduct the investigation. The Audit Committee shall be free in its 
discretion to engage outside auditors, counsel or other experts to assist in the investigation and in the analysis of results. The 



 

Audit Committee shall investigate and document the Allegation with the assistance of the Company©s Chief Financial 
Officer, if any, who shall report to and be solely under the direction of the Audit Committee.  
 
Prompt and corrective action will be taken when and as warranted in the judgment of the Audit Committee.  

Delegation of Author ity With In the Audit Committee 

At the discretion of the Audit Committee, responsibilities of the Audit Committee created by these procedures may be 
delegated to any member of the Audit Committee or to a subcommittee of the Audit Committee and / or Board. 

 Interpretation 

The Audit Committee, in consultation with outside counsel shall have the authority to make interpretations regarding the 
operation of this Policy.  

Retaliation  

Retaliation against any employee that files a Report or voices a concern under this policy is strictly prohibited. Employees 
determined to have engaged in retaliatory behavior or who fail to maintain an employee©s anonymity if requested may be subject 
to discipline, which could include termination of employment. Any employee who feels that he or she has been subjected to any 
behavior that violates this policy should immediately report such behavior to his or her supervisor, Chief Executive Officer, 
Chief Financial Officer or the Chairman of the Audit Committee. Please note however, that employees who knowingly file 
misleading or false reports, or without a reasonable belief as to truth or accuracy, will not be protected by this policy and may be 
subject to discipline, including termination of employment.  
 

Audit Committee Review of Repor ts  

A summary of reports received under this policy will be communicated to the Board on a quarterly basis (or a more frequent 
basis should conditions warrant more timely action).  

Repor ting Allegations  

Anyone may forward Allegations on a confidential or anonymous basis to the Audit Committee by writing to the Audit 
Committee c/o Axcess International Inc., 3208 Commander Drive, Carrollton, Texas 75006 or by calling the following hotline: 
972-407-6080 ext. 237. The Audit Committee, in its discretion, may appoint a representative to monitor receipt of Allegations.  

 

�

�

�

�

�

�

�

�

�

�

�

�

Dated and approved by the Board of Directors on this 22nd day of February 2005. 


