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SECURITIESAND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-QSB

QUARTERLY REPORT UNDER SECTION 13 OR 15(d) OF THE
SECURITIESEXCHANGE ACT OF 1934 FOR THE QUARTERLY PERIOD
ENDED JUNE 30, 2003

&

or

TRANSITION REPORT UNDER SECTION 13 OR 15(d) OF THE
EXCHANGE ACT

o)

COMMISSION FILE NUMBER: 0-11933

AXCESSINTERNATIONAL INC.

(formerly AXCESSInc.)
(Exact name of small business issuer as specified in its charter)

Delaware 85-0294536
(State or other jurisdiction of incorporation or (I.R.S. Employer Identification No.)
organization)

3208 Commander Drive
Carrollton, Texas 75006
(972) 407-6080
(Address, including telephone number and area code, of principal executive offices)

Check whether the registrant (1) hasfiled all reports required to be filed by Section 13 or 15(d) of the Exchange Act
during the past 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has
been subject to such filing requirements for the past 90 days.

Yesy Noo

Number of shares of common stock outstanding on August 1, 2003: 19,403,649

Transitional Small Business Disclosure Format: Yes © No y
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SIGNATURES

PART 1. FINANCIAL INFORMATION
Item 1. Financial Statements
AXCESSINC.
CONSOLIDATED BALANCE SHEETS
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ASSETS

Current assets:
Cash and cash equivalents
Restricted Cash
Accounts receivable - trade, net of
allowance for doubtful accounts
Inventory
Prepaid expenses and other

Total current assets

Property, plant and equipment, net
Intellectual property, net
Other assets

Total assets

LIABILITIESAND STOCKHOLDERS
EQUITY (DEFICIT)

Current liabilities:
Accounts payable
Other accrued liabilities
Restricted cash for future funding
Notes payable:
Stockholders, includes $6,477,979 in
default
Other
Dividends payable
Tota current liabilities

Note payable to stockholder
Discount on convertible debt

Total liabilities

Stockholders' equity (deficit):
Convertible preferred stock, 7,000,000
shares authorized; 11,976 shares issued
and outstanding in 2003 and 2002;
$4,872,847 aggregate liquidation
preference in 2003 and 2002
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June 30, December 31,
2003 2002
(Unaudited)
$ 1,053,256 $ 33,249
— 140,000
70,286 85,379
256,554 231,619
71,179 93,944
1,451,275 584,191
116,475 213,794
298,474 447 245
— 29,384
$ 1,866,224 $ 1,274,614
$ 1,221,947 $ 1,404,060
1,852,848 1,501,727
— 140,000
10,405,227 10,405,227
15,254 65,844
654,780 455,285
14,150,056 13,972,143
1,305,000 1,000,000
(974,568)  (956,148)
14,480,488 14,015,995
4,872,847 4,872,847
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Common stock, $.01 par value,

50,000,000 shares authorized in 2003

and 2002; 19,403,649 sharesissued and

outstanding in 2003 and 16,566,148

shares issued and outstanding in 2002 194,037 165,662
Non-voting convertible common stock,

$.01 par value, 2,250,000 shares

authorized; no sharesissued or

outstanding in 2003 or 2002, convertible

into common stock on a one for one

share basis — —

Additional paid-in capital 125,982,350 123,768,261

Note receivable and accrued interest due

from stockholder (4,711,915) (4,711,915)

Accumulated deficit (138,951,583) (136,836,236)
Total stockholders' deficit (12,614,264) (12,741,381)

Total liabilities and stockholders
deficit $ 1,866,224 $ 1,274,614

See accompanying notes to unaudited financial statements.

1
AXCESSINC.
CONSOLIDATED STATEMENTS OF OPERATIONS
(Unaudited)
Three Months Ended Six Months Ended
June 30, June 30,
2003 2002 2003 2002
Sales $ 245427 $ 407,695 $ 535991 $ 784,652
Cost of sales 160,278 341,579 334,990 628,573
Gross profit 85,149 66,116 201,001 156,079
Expenses:
Research and development 157,753 517,280 294,146 1,140,878
Genera and administrative 331,902 464,244 590,469 875,085
Selling and marketing 49,937 354,884 138,534 816,673
Depreciation and amortization 113,789 141,229 232,951 314,221
Operating expenses 653,381 1,477,637 1,256,100 3,146,857
L oss from operations (568,232) (1,411,521) (1,055,099) (2,990,778)

Other income (expense):
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Interest expense (306,353) (286,640) (525,993) (614,994)

Interest income — 80,889 — 160,889

Other 137,299 (998) 140,091 (998)

Other expense, net (169,054) (206,749) (385,902) (455,103)

Net loss (737,286)  (1,618,270)  (1,441,001) (3,445,881)

Preferred stock dividend requirements (575,153) (112,777) (674,349) (222,374)
Net loss applicable to common

stock $ (1,212,141) $ (1,731,047) $ (2,115,350) $ (3,668,255)

Basic and diluted net loss per share $ (0.07) $ (0.11) $ (0.12) $ (0.23)

Weighted average shares of common stock
outstanding 17,698,593 15,848,179 17,224,325 15,848,179

See accompanying notes to unaudited financial statements.

2
AXCESS, INC.
CONSOLIDATED STATEMENT OF CASH FLOWS
(Unaudited)
Six Months Ended
June 30,
2003 2002
Cash flows from operating activities:
Net loss $ (1,441,001) $ (3,445,881)
Adjustments to reconcile net loss to net cash used by operating activities:

Depreciation and amortization 232,951 314,221
Amortization of financing discount and issuance costs 211,097 68,849
Shares issued for services rendered 80,000 —
Loss on disposal of assets 13,139 —

Changes in operating assets and liabilities:
Accounts receivable 15,093 (234,307)
Inventory (24,935) 324,685
Prepaid expenses and other 20,236 245,922
Other assets 29,384 (150)
Accounts payable (182,113) (217,016)
Other liabilities 351,121 700,655
Net cash used by operating activities (695,028)  (2,243,022)
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Cash flow from financing activities:

Borrowings under financing agreements 305,000 2,419,000
Principal payments on financing agreements (50,590) (63,130)
Net proceeds from issuance of common and preferred stock 1,460,625 —
Net cash provided by financing activities 1,715,035 2,355,870
Net increase (decrease) in cash and cash equivalents 1,020,007 112,848
Cash and cash equivalents, beginning of period 33,249 —
Cash and cash equivalents, end of period 1,053,256 112,848

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

3
AXCESS
NOTESTO FINANCIAL STATEMENTS
(Unaudited)

(1) Summary of Significant Accounting Policies
(a) Description of Business

The Company provides advanced security and asset management systems, which locate, identify, track, monitor and
protect assets. The main applications of the Company’s systems are security video through closed circuit television
(called CCTV), personnel and vehicle access control, and automatic asset tracking and protection. The Company
provides solutionsin the recently identified homeland security markets such as air and ground transportation, water
treatment facilities, oil and gas, power plants, aswell asin the markets for data centers, retail / convenience stores,
education, healthcare, and corporate offices. AXCESS utilizes two patented and integrated technol ogies: network-
based radio frequency identification (RFID) and tagging and streaming video. Both application and browser-based
software options deliver critical rea-time information tailored to each end user via the enterprise network or Internet,
also providing custom alertsin the form of streaming video, e-mail, or messages delivered to wireless devices.

The Company’s business plan for 2003 is predicated principally upon the successful marketing of its RFID and
digital video products. During 2002, operating activities utilized approximately $3.2 million of cash. During the
second quarter of 2003 the Company raised a net of $1,460,625 of additional working capital through an exempt
Preferred Stock offering. The Preferred Stock is designated as 2003 Preferred and each $75,000 unit consisted of
100,000 shares of Preferred Stock bearing a 7% dividend approximately 15,000 shares of Common Stock, and
100,000 warrants to purchase the Company’s common stock exercisable for two years at $1.00 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 2003.

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, accessto 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,
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