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AMERICAN ACCESS TECHNOLOGIES, INC.

NOTES TO FINANCIAL STATEMENTS

September 30, 1999 Unaudited

1.
Basis of Presentation 

The accompanying unaudited consolidated condensed financial statements at September 30, 1999 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, 1999 and results of operations for the three  and nine months ended September 30, 1999 and 1998.  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, 1998 included in the company’s Registrations Statement Form SB-2 filing and 10-KSB.

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

BUSINESS

American Access Technologies, Inc. develops specialized products for the telecommunications industry. The company  manufactures and distributes several models of Zone Cabling Termination Cabinets  to the telecommunications industry. The product helps manage and route wiring and cabling used in voice, computer and data transmission systems throughout the world.

Omega Metals, Inc., a wholly-owned subsidiary of American Access, shears and molds metal and manufactures metal-formed products for customers principally in Florida and Georgia. Omega manufactures the company’s product.

On August 17, 1999, American Access acquired the equipment, outstanding sales agreements and quotes, inventory, goodwill and product name and logo, and the company website for Genco, Inc., a manufacturer of generator enclosures, for $550,000 in legended AATK common stock at $20 per share and forgiveness of all accounts receivable that exist to Omega Metals. The Company currently is fulfilling backorders in excess of $550,000. American Access also is installing a powder coating system that was purchased for $375,000. To date, booked orders in-house for the process are in excess of $1.5 million.

COMMON STOCK


The Registration Statement on April 6 became effective for the Series A 10% Senior Convertible Preferred Stock, of which there were 50,000 shares outstanding at a gross of $5,000,000. Through September 30, 1999, 78.3% of the preferred stock, $3,876,100 has been converted resulting in 288,456 common stock shares being issued. A total of 286,511 shares were sold on the open  market. American Access Technologies trades on the Nasdaq Stock Market, Inc., as a Small Cap listing.


The Registration Statement on April 7 became effective for the offering of 720,000 shares of common stock upon the exercise of 720,000 $8 warrants. At the beginning of the quarter ending September 30, 1999 there were 86,750 unexercised warrants. During the quarter ending September 30, 1999, 33,375 were exercised, leaving a balance of 53,375. 

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. The computation of earnings per share is reflected in the following schedule:

	Computation of Net Loss Per Common Share    
	Nine Months Ended 

Sept. 30, 1999
	Three Months Ended Sept. 30, 1999
	Year Ended Dec. 31, 1998

	Net Income (Loss )
	      $         342,237 
	$         138,395
	$     492,814)

	Cumulative Preferred Stock Dividend                                  
	(61,195)
	(61,195)
	(104,167)

	Beneficial Conversion Preferred Stock Dividend 
	(468,750)
	
	       (781,250)

	                                                                                      $      (187,708)
	$     77,200   
	$  1,378,231)

	Weighted Average Common Shares Outstanding              
	3,450,539
	        3,633,575
	     2,992,500

	Common Shares Issued to Acquire Omega Metals, Inc.
	
	        226,470

	Total Weighted Average Number Common Shares and Equivalent
	3,450,539
	    3,633,575
	     3,218,970

	Net Loss per Common Share                                                     
	$              (.05)
	$              .02
	$            (.43)


ITEM 2.

MANAGEMENT’S DISCUSSION AND ANALYSIS OF 

RESULTS OF OPERATIONS AND FINANCIAL CONDITION 

NINE MONTHS ENDED SEPT. 30, 1999 COMPARED WITH THE NINE MONTHS ENDED SEPT. 30, 1998 

REVENUES


Revenues for the nine  months ended September 30, 1999 increased by $665,332 or 29.4% to $2,925,567 as compared to $2,260,235 for the nine  months ended September 30, 1998.  The parent company, American Access Technologies, Inc., was still in the development stage for the third quarter ended September 30, 1998, and revenues were only $317,051 . In 1999 for the nine months ended September 30, revenues increased by $397,696 to $714,747. The company’s subsidiary, Omega Metals Inc., also had an increase in revenues of $267,636.

COSTS AND EXPENSES


Direct costs represent the cost incurred by the Company to have its products manufactured and assembled. These costs represented 42.4% of revenues for the nine months ended September 30, 1999, and 48.2% of revenues for the nine months ended September 30, 1998. The decrease is attributed to a change in the customer mix. Revenues generated during the nine month period ended September 30, 1999 required less direct labor and material costs per sales dollar than for the previous year’s nine months ended September 30, 1998.


Selling, General and Administrative expenses increased by $272,658 to $1,534,940  for the nine  months ended September 30, 1999 compared to $1,262,282 for the nine  months ended September 30, 1998. This increase was the result of costs associated with the continued growth of the company including  marketing and promotional costs,  management costs, and professional fees associated with the required SEC filings. Startup costs related to the company’s Building Industry Consulting Service International (BICSI) licensed training agreements school have also been expensed as incurred.

LIQUIDITY AND CAPITAL RESOURCES


The Company’s operating activities utilized cash of  $409,355 during the nine months ended September 30, 1999 as compared to providing $180,796 during the nine months ended September 30, 1998.


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 the primary source of funds for operating activities. The Company believes that these revenues in addition to existing cash and cash equivalents remaining from proceeds of it private offering, and cash received from the exercise of warrants will be sufficient to meet its capital and liquidity needs for the next 12 months. The Company also believes that resources required to fulfill purchase orders will be available through bank borrowings or factoring, if required. The company’s primary customers are established corporations with credit ratings that will support such credit arrangements.

Management’s plans include the following: 

1. The Company has arranged for marketing in association with manufacturers and distributors of telecommunications equipment, which will enable the Company to obtain orders for its products with a minimal expenditure of the Company’s resources. The Company has launched a manufacturer’s  rep program to assist in  the distribution of its products. The web site presence maintained by the Company is being enhanced to provide critical installation instructions and more comprehensive information about our product.

2. The Company has arranged for uninterrupted manufacture of its products by purchasing the manufacturer in October, 1998, in order to minimize the financial requirements necessary for production. We are expanding the job base at our wholly-owned subsidiary Omega Metals, and have increased plant capacity in an expansion. Backorders acquired in the $550,000 purchase of Genco, Inc. assets, total in excess of the purchase price of the assets. The $375,000 expenditure for a powder coating system, currently being installed, has already generated in excess of $1.5 million in orders for the process.

3. The Company believes that it can acquire working capital through sale of additional securities (including exercise of outstanding warrants), or borrowings, including bank borrowing, in view of the nature of its customer base. Nevertheless, the Company continues to be subject to a number of risk factors, including the uncertainty of market acceptance for its product line, the need for additional funds, competition, and technological obsolescence.

PART II.  OTHER INFORMATION

ITEM 1. LEGAL PROCEEDINGS

On September 17, 1999, a class action complaint was filed against the company and its primary market maker Capital International Securities Group, in United States District Court, Eastern District of New York, prompted by the stock’s price decline in August, 1999. The company has retained the law firm of Foley & Lardner to litigate the matter.

ITEM 2: 

CHANGES IN SECURITIES AND USE OF PROCEEDS

COMMON STOCK


The Registration Statement on April 6 became effective for the Series A 10% Senior Convertible Preferred Stock, of which there were 50,000 shares outstanding at a gross of $5,000,000. Through September 30, 1999, 78.3% of the preferred stock, $3,876,100 has been converted resulting in 288,456 common stock shares being issued. A total of 286,511 shares were sold on the open  market. American Access Technologies trades on the Nasdaq Stock Market, Inc., as a Small Cap listing.


The Registration Statement on April 7 became effective for the offering of 720,000 shares of common stock upon the exercise of 720,000 $8 warrants. At the beginning of the quarter ending September 30, 1999 there were 86,750 unexercised warrants. During the quarter ending September 30, 1999, 33,375 were exercised, leaving a balance of 53,375. 

ITEM 5:

 OTHER INFORMATION

In September, 1998, the Company , loaned $500,000 to Universal Beverages Holdings Corp., a bottled water company. John Cooney, a director of the Company, is also a director and shareholder of Universal Beverages. The secured loan provides for interest at 15% per annum. Universal Beverage is in the process of recapitalization. However, the loan is currently in default.

On August 3, 1999, American Access Technologies, Inc. and Herman Miller, Inc. entered into a contract for an alliance to jointly promote the use of American Access Technologies, Inc products in Herman Miller Ethospace and Systems Bridge products. 

On August 17, 1999, American Access acquired the equipment, outstanding sales agreements and quotes, inventory, goodwill and product name and logo, and the company website for Genco, Inc., a manufacturer of generator covers, for $550,000 in legended AATK common stock at $20 per share and forgiveness of all accounts receivable that exist to Omega Metals. The Company currently is fulfilling backorders in excess of $550,000.

On September 10, 1999, American Access purchased for $350,000 a powder coating system that will expand the Company’s customer base and ensure highest quality finish work. The system is currently being installed at the Company’s expanded production site in Keystone Heights. To date, booked orders in-house for the process are in excess of $1.5 million.

ITEM 6:

EXHIBITS AND REPORTS
(a) EXHIBITS

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

	Exhibit No. 

	Description

	              10.0                                                                    
	Material Contracts (Incorporated by Reference to Exhibit 10.0 filed on  Form 10-QSB Filed August 16, 1999.)



	27.0
	Financial Data Schedule



	(b) (b) REPORTS on FORM 8-K


	The Company on October 19, 1999, filed an 8-K disclosing the pending class action lawsuit and the resignation of two directors, herewith incorporated by reference.


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:  August 16, 1999



AMERICAN ACCESS TECHNOLOGIES, INC.

(Registrant)





By:  /s/ Bobby Story





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





Bobby Story



                              Acting Chief Financial Officer





By:  /s/ John E. Presley





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





John E. Presley





President
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