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AMERICAN ACCESS TECHNOLOGIES, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

SEPTEMBER 30, 2000 Unaudited

1.
Basis of Presentation 

The accompanying unaudited consolidated condensed financial statements at September 30, 2000 have been prepared in accordance with generally accepted accounting principles for interim financial information and with the instructions to Form 10-QSB and reflect all adjustments which, in the opinion of management, are necessary for a fair presentation of financial position as of September 30, 2000 and results of operations for the nine months ended September 30, 2000 and 1999 and cumulative.  All adjustments are of a normal recurring nature.  The results of operations for interim periods are not necessarily indicative of the results to be expected for a full year.  The statements should be read in conjunction with the consolidated financial statements and footnotes thereto for the year ended December 31, 1999 included in the company’s Form 10-KSB.

2.  Nature of Business and Summary of Significant Accounting Policies.

BUSINESS

American Access Technologies, Inc. is a telecommunications network solutions provider that manufactures and distributes several models of patented Zone Cabling Termination Cabinets (the “Product”). The Product helps manage and route both copper and fiber optic wiring and cabling used in voice, video, computer and data transmission systems for telecommunications networks. The cost savings over time for moves, adds and changes to networks using our products, averages up to 70 percent.

Omega Metals, Inc. (“Omega”), a wholly-owned subsidiary of the Company, shears and molds metal and manufactures metal-formed product for customers principally in Florida and Georgia. Since adding a powder-coating system in March 2000, Omega is capable of professional finish work using that process. Omega manufactures the Company’s Product. 

The Company has begun to forge successful liaisons for private labeling of its proprietary products, customizing our units for a variety of clients.

.

We believe the telecommunications industry is now recognizing the need for zone cabling with the increased need for fiber backbone and high speed networks supporting voice and data streams, particularly computer and Internet applications. Although our product is suitable for traditional copper cabling, the surge in popularity of Gigabit Ethernet speed and fiber optics networks is particularly well-served by our zone cabling products. The new awareness is evidenced by the strong first six weeks sales figures for zone cabling products in our fourth quarter.

Our Business-to-Business e-commerce web presence is a wholly-owned subsidiary, Zonecabling.com, Inc. Our strategy would have contractors specify a zone cabling solution, for which we can provide a complete package of equipment and design through our alliances. Strategy for the operations of the B2B is still evolving.

NET LOSS PER COMMON SHARE

In 1997, the Company adopted Statements of Financial Accounting Standards (SFAS) No. 128,  “Earnings per Share” which requires the presentation of both basic and diluted earnings (loss) per share.

Basic net loss per common share has been computed based upon the weighted average number of shares of common stock outstanding during the periods. Diluted loss per share has not been presented as it would be anti-dilutive. The computation of earnings per share is reflected in the following schedule:

	Computation of Net Loss Per Common Share
	Nine Months ended Sept. 30, 2000
	Nine Months ended Sept. 30, 1999
	Three Months ended Sept.  30, 2000
	Three Months ended

 Sept. 30, 1999

	Net Income (Loss)
	$       (1,146,510)
	$              414,641
	$            (545,581)
	     $                72,409

	Cumulative Preferred Stock Dividend  
	0
	(61,195)
	          0
	                              0

	Beneficial Conversion Preferred Stock Dividend
	                         0
	           (796,200)
	                                0
	                  (327,450) 

	
	$         (1,146,510)
	$            (442,754)
	$            (545,581)
	$            (255,041)

	
	               
	
	
	

	
	
	
	
	

	Total Weighted Average Number of Common Shares and Equivalents
	4,509,526
	3,650,539
	       4,740,947   
	  3,933,575     

	Net Loss per Common Share
	$                  (0.25)
	$                   (0.12) 
	      $                (0.11)
	$                  (0.06)

	
	
	
	
	


NOTES RECEIVABLE RELATED PARTY

In May and June 2000, the Company authorized loans to three directors, who also are officer-employees of American Access or its subsidiaries, and who secured the loans with personal assets unrelated to these transactions. The secured loans were to enable these directors to cover margin calls precipitated by a drop in the price of the Company’s common stock. On May 31,Director and Company President John Presley and Director Erik Wiisanen each executed a promissory note and security agreement for $60,000, payable to the Company on or before December 31, 2000, with interest at the rate of 10 percent paid in arrears.  On June 8, 2000, Director and Chief Financial Officer Bobby Story executed two promissory notes and a security agreement for a total of $260,000, payable to the Company on or before December 31, 2000, with interest at the rate of 10 percent paid in arrears. Although the Company agreed to loan $260,000, ultimately only $200,000 was borrowed. In October 2000, Mr. Presley and Mr. Wiisanen executed additional promissory notes with identical terms for $10,000 each, payable to the Company on or before April 30, 2001. These transactions were approved by disinterested directors in accordance with the Florida Business Corporation Act. This transaction is included in stockholder notes receivable, a component of stockholders’ equity.

LOAN OF TREASURY STOCK TO RELATED PARTY

The Company on June 14, 2000 loaned 197,600 share of restricted Treasury stock to Officer and Director Bobby Story to cover a margin call. This loan is also secured with personal assets. The shares are to be returned to the company at the earlier of the date the common stock price reaches $15 or June 14, 2001. This transaction was approved by disinterested directors in accordance with the Florida Business Corporation Act. This transaction is included in stockholder notes receivable, a component of stockholders’ equity.

STOCK SUBSCRIPTION RECEIVABLE

During June 1999, an individual affiliated with the private placement agent exercised options to purchase 270,000 shares of Company common stock at $8.00 per share for a total of $2,160,000. The Company accepted as payment for theses shares three notes receivable totaling $2,160,000. The notes receivable, as amended, are due on December 31, 2001, and bear interest at 10%. The Company can require the notes to be paid in full sooner if the Company stock price equals or exceeds $35.

The Company has recorded these notes receivable, net of an allowance, for collectibility in stockholder notes receivable, a component of stockholders’ equity.

3. Contingencies and Commitment

LEGAL PROCEEDINGS

The Company is involved in litigation that could potentially develop into a class action filing precipitated by the fall of the price of common stock in August 1999. The suit was filed in United States District Court, Eastern District of New York. Plaintiff alleges in the Amended Complaint that the defendant participated in a conspiracy to inflate the price of the Company’s common stock for the purpose of allowing “insiders” to enrich themselves by selling personal holdings at the inflated price. The Company denies not only any wrongdoing, but most of the material factual allegations as well, and intends to vigorously defend this case. We have filed a motion to dismiss with the New York Courts. To date, the Company has paid for legal services as incurred, and dealings with our attorneys have not included the advancing of any legal fees for indemnification of defendants who are principals of the Company. However, there is no guarantee that expenses for indemnification of Company principals will not occur in the future. Company defendants have signed Conflict Waivers and Undertaking to Repay Expenses for Defense for indemnification under Florida Statutes Section 607.0850(6).

The Company on September 14, 2000 was served as a defendant in a lawsuit filed by Vulcan Microsystems, Inc. (“Vulcan”) in the Circuit Court of the Eleventh Judicial Circuit for Miami-Dade County Florida. Vulcan alleges that American Access breached the terms and committed other misdeeds in connection with the companies’ letter of intent to establish a joint venture to engage in e-commerce. Vulcan is seeking in excess of $15,000 damages. American Access intends to vigorously defend its position and is filing a counterclaim against Vulcan to include damages in excess of $15,000.

ITEM 2.

MANAGEMENT’S DISCUSSION AND ANALYSIS OF 

RESULTS OF OPERATIONS AND FINANCIAL CONDITION 

NINE MONTHS ENDED SEPTEMBER 30, 2000 COMPARED WITH THE NINE MONTH ENDED SEPTEMBER 30, 1999

REVENUES

       Revenues for the nine months ended September 30, 2000 decreased by $186,210 or 4.5% to $3,921,361 as compared to $4,107,571 for the nine months ended September 30, 1999.  Revenues for the three months ended September 30, 2000 decreased by $260,676 or 20.3% to $1,023,938 as compared to $1,284,614 for the three months ended September 30, 1999.  We attribute the decrease in revenues to our shift in focus from our Genco line to increased production of our proprietary zone cabling products. New product development also accounted for a portion of the decrease. We expect these figures to more than rebound in the fourth quarter.

COSTS AND EXPENSES

      Direct costs represent cost incurred by the Company to have its products manufactured and assembled.  These costs represent 50.2 % of revenues for the nine months ended September 30, 2000 and 42.6 % of revenues for the nine months ended September 30, 1999.  

     Selling, General and Administrative expenses increased by $ 735,743 to $ 3,002,268 for the nine months ended September 30, 2000 as compared to $2,266,525 for the nine months ended September 30, 1999.   Selling, General and Administrative expenses increased by $327,829 to $1,059,414 as compared to $731,585 for the three months ended September 30, 1999.  This increase was the result of costs associated with the continued development and growth of the company including marketing and promotion, management costs, and professional fees associated with the required filings.  Several new products that are in development for potential private brand customers have also added to the SG&A in the short term.  Approximately $200,000 of this increase was for consulting costs in connection with the pre-development of a business-to-business e-commerce Internet portal.

LIQUIDITY AND CAPITAL RESOURCES


The Company’s operating activities utilized cash of  $901,905 during the nine months ended September 30, 2000 as compared to utilizing cash of $628,929 during the nine months ended September 30, 1999.

The Company’s operating and capital requirements in connection with its operations have been and will continue to be significant. Based on its current plans, the Company anticipates that revenues earned from product sales will be a source of funds for operating activities. The Company believes that additional capital including those from proceeds of it May 2 private offering, will be needed to meet its capital and liquidity needs for the next 12 months. The Company also believes that cash required to fulfill purchase orders will be available through bank borrowings or factoring, if required. The company’s primary customers are substantial corporations with credit ratings that will support such credit arrangements. There are no guarantees that the Company will be able to secure additional capital as needed.

Management’s plans include the following: 

1. We have bifurcated our marketing efforts into our B2B e-commerce portal and our traditional channels of distribution through manufacturers’ representatives. We are building strategic alliances for our B2B site, and have added a national accounts manager to our sales team. Active participation in Government Services contracts is also part of our plan.

2. We are actively soliciting private label agreements, with several contracts signed and others pending. 

3. We are expanding our proprietary product line as the needs for zone cabling become more apparent and defined. We maintain U.S. and international patents on our products.

4. We have moved from an acquisition and expansion phase into one of focused growth for sales and revenue. Our fourth quarter estimated consolidated sales figures, in the month of October and the first two weeks of November, have exceeded $770,000. Our consolidated sales for the entire third quarter were $1,023,937.

5. To finance our focused sales growth, the Company believes it will need additional capital in the next 12 months. Through a Stock Purchase Agreement with Crescent International, Ltd. we may sell up to $15 million of the Company common stock, at the Company’s request, and which Crescent has agreed to purchase, subject to limitations and conditions including an average closing bid price of our stock and a minimum volume of shares sold. We are also seeking other financing to include sales of securities, debt securities, line of credit, and merger candidates. 

6. We spent much of the third quarter developing new products based on our patented proprietary cabinets, to meet the needs of a growing number of customers engaged in zone cabling. We are gearing up production of our very profitable zone cabling units.  Our fourth quarter sales of zone cabling cabinets, shipped, booked or confirmed in the first six weeks of the quarter, total $344,000, an increase of $85,082 over the whole of third quarter zone cabling sales at $258,918.

 SUBSEQUENT EVENTS


On March 31, 2000, McLean Ventures Corp. assumed the Company’s rights and duties to collect on a promissory note to the company by Universal Beverages Inc., for $500,000. McLean paid $250,000 toward the interest and principal due American Access, and executed a promissory note to the company for the balance owing, $325,000. A third party personally guaranteed the note. The terms of the note require payment of principal and 15% interest accrued annually, by October 31, 2000. The note by McLean went into default, but by special request, has been extended until November 15, 2000.  The Company is working with its debtor to assure favorable terms in satisfaction of the note.
PART II.  OTHER INFORMATION


The SB-2 Registration Statement filed with the Securities and Exchange Commission on May 2, 2000, a right granted pursuant to a Stock Purchase Agreement with Crescent International Ltd. (“the Investor”), became effective July 12, 2000. The Company may sell its common stock from time to time, and the Investor shall purchase up to $15 million. The Company on May 2 sold $1.9 million in stock at $4.6766 per share. The sale price is the lowest three-day average bid price during the 22 days preceding the sales, less an 8% discount. Subsequent purchases of up to $1,150,000 may be requested once the stock volume complies with the terms of the agreement. The Company will pay a 1% fee on the total at the initial purchase. In addition, there will be a 1% fee on each sale. A 10% commission will be paid to the broker/dealer the Company employs as a financial consultant.

ITEM 6.  EXHIBITS AND REPORTS

(b)  EXHIBITS


The following exhibits are being filed as part of this report:

Exhibit No. 
Description

8.2 Promissory note executed by director and officer-employee Erik Wiisanen, executed October 30, 2000.

8.3  Promissory note executed by director and officer-employee John Presley, executed October 30, 2000.

27.0  Financial Data Schedule

( c )  Exhibits on Form 8-K are Incorporated By Reference, as filed with the Securities and  


        Exchange Commission on July 27, 2000 and as a subsequent event on October 5, 2000.

.                                                                 

SIGNATURES


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

Date:  November 14, 2000



AMERICAN ACCESS TECHNOLOGIES, INC.

(Registrant)





By:  /s/ Joseph F. McGuire





----------------------------------------





Joseph F. McGuire





Treasurer





Chief Financial Officer





By:  /s/ John E. Presley





----------------------------------------





John E. Presley





President

Exhibit 8.2

PROMISSORY NOTE
$10,000                                                                                                 Lake Mary, Florida

DATE: October 30, 2000

FOR VALUE RECEIVED, Erik Wiisanen promises to pay on or before April 30, 2001 to the order of American Access Technologies, Inc. at 37 Skyline Drive, Suite 1101, Lake Mary, Florida 32746, the sum of

Ten Thousand ($10,000) Dollars
With interest at the rate of Ten Percent paid in arrears.

Presentment, demand, notice of dishonor and protest are hereby waived, and the parties hereto assent to indulgence of the Payee without waiver by the Payee of any of his rights hereunder.

The maker of this note reserves the right to pre-pay whole or part of this note prior to maturity. Should the note not be repaid at or before due date, then the note shall accrue interest at the highest possible legal rate permitted in the State of Florida.

In the event that the maker becomes insolvent, becomes bankrupt or suffers a substantial reduction in net worth, or if the payee for any reason, in good faith, deems itself insecure, then Payee may at its option declare the entire sum owed hereunder to be immediately due and payable.

If suit is brought to collect this note, then note holder shall be entitled to collect all reasonable cost and expenses of suit, including but not limited to, reasonable attorneys’ fees.

S/Erik Wiisanen

37 Skyline Drive Suite 1101

Lake Mary, Florida 32746

Exhibit 8.3

PROMISSORY NOTE
$10,000                                                                                                 Lake Mary, Florida

DATE: October 30, 2000

FOR VALUE RECEIVED, John Presley promises to pay on or before April 30, 2001 to the order of American Access Technologies, Inc. at 37 Skyline Drive, Suite 1101, Lake Mary, Florida 32746, the sum of

Ten Thousand ($10,000) Dollars
With interest at the rate of Ten Percent paid in arrears.

Presentment, demand, notice of dishonor and protest are hereby waived, and the parties hereto assent to indulgence of the Payee without waiver by the Payee of any of his rights hereunder.

The maker of this note reserves the right to pre-pay whole or part of this note prior to maturity. Should the note not be repaid at or before due date, then the note shall accrue interest at the highest possible legal rate permitted in the State of Florida.

In the event that the maker becomes insolvent, becomes bankrupt or suffers a substantial reduction in net worth, or if the payee for any reason, in good faith, deems itself insecure, then Payee may at its option declare the entire sum owed hereunder to be immediately due and payable.

If suit is brought to collect this note, then note holder shall be entitled to collect all reasonable cost and expenses of suit, including but not limited to, reasonable attorneys’ fees.

S/John E. Presley

37 Skyline Drive Suite 1101

Lake Mary, Florida 32746
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