Edgar Filing: AMERICAN ACCESS TECHNOLOGIES INC - Form 10QSB

AMERICAN ACCESS TECHNOLOGIES INC
Form 10QSB

May 14, 2007
Table of Contents

SECURITIES AND EXCHANGE COMMISSION

Washington, DC 20549

FORM 10-QSB

X QUARTERLY REPORT UNDER SECTION 13 OR 15 (D) OF THE SECURITIES EXCHANGE ACT
OF 1934 FOR THE QUARTERLY PERIOD ENDED MARCH 31, 2007

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

OF 1934 FOR THE QUARTERLY PERIOD ENDED MARCH 31, 2007
Commission File No. 000-24575

AMERICAN ACCESS TECHNOLOGIES INC.

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

Florida 59-3410234
(State or other jurisdiction of incorporation) (I.R.S. Employer Identification No.)

6670 Spring Lake Road, Keystone Heights, Florida 32656
(Address of principal executive offices)
(352) 473-6673

(Issuer s telephone number)

Check whether the Issuer (1) filed 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 Issuer was required to file such reports), and (2) has been subject to such filing requirements for the past 90
days: YES x. NO "

Table of Contents



Edgar Filing: AMERICAN ACCESS TECHNOLOGIES INC - Form 10QSB

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). YES ". NO x.

The number of shares of AMERICAN ACCESS TECHNOLOGIES INC. Common Stock (Par Value $0.001) outstanding at May 11, 2007 was
7,577,782.

Transitional Small Business Disclosure Format YES . NO x.

Table of Contents



Edgar Filing: AMERICAN ACCESS TECHNOLOGIES INC - Form 10QSB

Table of Conten
AMERICAN ACCESS TECHNOLOGIES, INC. AND SUBSIDIARIES
FORM 10-Q Table of Contents

For the Quarter Ended March 31, 2007

Page
Part 1. Financial Information

Item 1. Financial Statements

Condensed Consolidated Balance Sheet
Condensed Consolidated Statements of Operations
Condensed Consolidated Statements of Cash Flows

Condensed Notes to Consolidated Financial Statements

o AN B~ W

Item 2. Management s Discussion and Analysis or Plan of Operation

Item 3. Controls and Procedures 17

Part II. Other Information

Item 1. Legal Proceedings 17
Item 6. Exhibits 18

Signatures 19

Certifications

Table of Contents 3



Edgar Filing: AMERICAN ACCESS TECHNOLOGIES INC - Form 10QSB

Table of Conten
PARTI FINANCIAL INFORMATION
Item 1. Financial Statements
AMERICAN ACCESS TECHNOLOGIES, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEET

Unaudited

ASSETS
Current assets:
Cash and cash equivalents
Accounts receivable, trade, net of allowance of $92,000
Accounts receivable, other
Inventories, net of allowance of $90,000
Prepaid expenses and other current assets

Total current assets

Property, plant and equipment, net
Intangible assets
Deferred tooling

Total assets

LIABILITIES AND STOCKHOLDERS EQUITY
Current liabilities:
Accounts payable
Accrued salaries and employee benefits
Other accrued expenses

Total current liabilities
Commitments, contingencies, and other matters

Stockholders equity:

Preferred stock, par value $0.001 per share; authorized 1,000,000 shares; issued and outstanding, O shares
Common stock, par value $0.001 per share; authorized 30,000,000 shares; issued and outstanding, 7,577,782 shares
Additional paid-in capital

Accumulated deficit

Total stockholders equity

Total liabilities and stockholders equity

See notes to unaudited condensed consolidated financial statements.
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March 31,
2007

$ 824,275
1,118,518
203,955
1,527,621
147,926

3,822,295

2,760,146
61,793
48,488

$ 6,692,722

$ 701,526
136,445
64,356

902,327

7,578
15,845,420
(10,062,603)

5,790,395

$ 6,692,722
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AMERICAN ACCESS TECHNOLOGIES, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
Unaudited
Three Months Ended
March 31,
2007 2006

Net sales:
Formed metal $1,451,578 $1,517,667
Zone cabling 602,969 622,238

2,054,547 2,139,905
Costs and expenses:
Cost of sales 1,773,332 1,776,994
Selling, general and administrative 223,207 191,574
Compensation and related benefits 315,509 263,484
Stock-based compensation 17,819

2,329,867 2,232,052
Loss before other income (275,320) (92,147)
Other income 48,289 977
Net loss $ (227,031) $ (91,170)
Net loss per common share basic $ 0.03) $ (0.01)
Weighted average number of common shares basic 7,577,782 7,418,363

Table of Contents

See notes to unaudited condensed consolidated financial statements.



Edgar Filing: AMERICAN ACCESS TECHNOLOGIES INC - Form 10QSB

Table of Conten

AMERICAN ACCESS TECHNOLOGIES, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

Cash flows from operating activities:
Net loss

Unaudited

Adjustments to reconcile net loss to net cash and cash equivalents provided by operating activities:

Depreciation and amortization
Allowance for obsolete inventory

Stock options expensed for services
Changes in operating assets and liabilities:
(Increase) decrease in:

Accounts receivable, trade

Accounts receivable, other

Inventories

Prepaid expenses and other current assets
Increase (decrease) in:

Accounts payable and accrued expenses

Net cash and cash equivalents provided by operating activities

Cash flows from investing activities:
Purchase of property, plant, equipment and small tools

Net cash and cash equivalents used in investing activities

Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents, beginning of period

Cash and cash equivalents, end of period

See notes to unaudited condensed consolidated financial statements.
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Three Months Ended
March 31,
2007 2006
$(227,031) $ (91,170)
112,032 122,316
12,500
17,819
133,184 15,845
(114,722) 152,247
89,902 152,247
(60,001) (45,928)
188,816 (149,939)
139,999 15,871
(69,421) (34,352)
(69,421) (34,352)
70,578 (18,481)
753,697 613,943
$ 824,275 $ 595,462
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AMERICAN ACCESS TECHNOLOGIES, INC. AND SUBSIDIARIES
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
March 31, 2007
1. Basis of Presentation

The accompanying unaudited condensed consolidated financial statements of American Access Technologies, Inc. and Subsidiaries ( the

Company , American Access , our , we , us )at March 31, 2007 have been prepared in accordance with accounting principles generally accepted
the United States of America 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 March 31, 2007 and results of operations for the three

months ended March 31, 2007 and March 31, 2006, respectively. 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. Certain information and footnote disclosures normally

included in the financial statements prepared in accordance with accounting principles generally accepted in the United States of America have

been condensed or omitted. These statements should be read in conjunction with the consolidated financial statements and footnotes thereto for

the year ended December 31, 2006 included in the Company s Form 10-KSB.

2. Net Income (Loss) per Common Share

The Company follows Statement of Financial Accounting Standards ( SFAS ) No. 128, Earnings per Share , which requires the presentation of
both basic and diluted income (loss) per share. In accordance with SFAS No. 128, basic earnings per common share are based on the weighted
average number of common shares outstanding. Diluted earnings per share amounts are based on the weighted average number of common

shares outstanding, plus the incremental shares that would have been outstanding upon the assumed exercise of all potentially dilutive stock
options subject to anti-dilution limitations.

Basic net income (loss) per common share has been computed based upon the weighted average number of shares of common stock outstanding
for the three months ended March 31, 2007 and March 31, 2006. Additionally, diluted loss per share has not been presented for these same
periods as it would be anti-dilutive.

3. Issuance of Common Stock

There were no stock transactions during the first quarter.
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4. Stock-Based Compensation
Stock Options

The 2004 Director Stock Option Plan provides for the automatic grant of stock options on the first Monday following each annual meeting of
stockholders to each of our directors (including directors who are employees). Per the plan, each director will be granted stock options to
purchase 50,000 shares of common stock plus additional stock options for service on committees of the Board. Each chairman of a committee of
the Board of Directors shall be granted 10,000 stock options and each member of a committee shall be granted 5,000 stock options.

On January 1, 2007, the Company granted 19,200 of the annual automatic stock options to each director elected at the 2006 Annual Meeting
which was held on December 28, 2006. The stock options have a strike price of $0.91, the fair market value of the stock on the date of the grant,
and the Company will recognize stock-based expense of approximately $24,000 in accordance with SFAS 123(R) and allocate the expense over
the first four months of 2007, the expected benefit period.

5. Recent Accounting Pronouncements

Effective January 1, 2007, the Company adopted FIN 48, Accounting for Uncertainty in Income Taxes . FIN 48 clarifies the accounting for
uncertainty in income taxes recognized in an enterprise s financial statements in accordance with SFAS No. 109, Accounting for Income Taxes .
This Interpretation prescribes a recognition threshold and measurement attribute for the financial statement recognition and measurement of a
tax position taken or expected to be taken in a tax return. This Interpretation also provides guidance on derecognition, classification, interest and
penalties, accounting in interim periods, and disclosure. Adoption of FIN 48 had an immaterial cumulative impact on the Company s financial
statements for the quarter ended March 31, 2007.

In February 2007, the Financial Accounting Standards Board ( FASB ) issued Statement No. 159, The Fair Value Option for Financial Assets
and Financial Liabilities Including an Amendment of FASB Statement No. 115. This Statement permits entities to choose to measure many
financial instruments and certain other items at fair value. The objective is to improve financial reporting by providing entities with the
opportunity to mitigate volatility in reported earnings caused by measuring related assets and liabilities differently without having to apply
complex hedge accounting provisions. This Statement is expected to expand the use of fair value measurement, which is consistent with the
Board s long-term measurement objectives for accounting for financial instruments.

Most of the provisions of this Statement apply only to entities that elect the fair value option. However, the amendment to FASB Statement

No. 115, Accounting for Certain Investments in Debt and Equity Securities, applies to all entities with available-for-sale and trading
securities. Some requirements apply differently to entities that do not report net income. The fair value option established by this Statement
permits all entities to choose to measure eligible items at fair value at specified election dates. A business entity shall report unrealized gains and
losses on items for which the fair value option has been elected in earnings (or another performance indicator if the business entity does not
report earnings) at each subsequent reporting date.

This Statement becomes effective as of the beginning of an entity s first fiscal year that begins after November 15, 2007. Early adoption is
permitted as of the beginning of a fiscal year that begins on or before November 15, 2007, provided the entity also elects to apply the provisions
of FASB Statement No. 157, Fair Value Measurements.

No entity is permitted to apply this Statement retrospectively to fiscal years preceding the effective date unless the entity chooses early adoption.
The Company is currently evaluating the effect that the adoption of SFAS 159 might have on its consolidated results of operations and financial
condition and is not yet in a position to determine such effects.
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6. Segment Information

The Company follows SFAS No. 131, Disclosures About Segments of an Enterprise and Related Information, which dictates the way the
Company reports information about its operating segments.

The Company has two reportable segments, zone cabling products and formed metal products. The Company markets zone cabling products
which are manufactured by Omega Metals, a former wholly-owned subsidiary now operating as a division. Omega Metals manufactures formed
metal products of varying designs for customers, including the Company.

Three Months Ended March 31,

2007 2006
Formed Zone Formed Zone
Metal Cabling Metal Cabling

Products Products Total Products Products Total
Revenue $1,451,578 $ 602,969 $2,054,547 $1,517,667 $ 622,238 $2,139,905
Investment income 4,400 1,827 6,227 1,683 1,683
Fixed asset/small tools additions 56,923 12,498 69,421 34,352 34,352
Depreciation and amortization 80,205 31,827 112,032 91,737 30,579 122,316
Segment loss (160,402) (66,629) (227,031) (64,640) (26,530) (91,170)
Segment assets $4,728,541 $1,964,181 $6,692,722 $4,740,622 $1,708,914  $6,449,536

7. Subsequent Event

On April 11, 2007, the Company received a Nasdaq Staff Deficiency Letter indicating that the Company does not comply with the minimum bid
requirement for continued listing of its common stock set forth in Marketplace Rule 4310(c)(4). The Company will be provided 180 calendar
days, or until October 8, 2007, to regain compliance with the Rule and until then, the Company s common stock will continue trading on The
Nasdaq Stock Market.

The Company has called a special meeting of stockholders for May 14, 2007 to consider proposals related to the planned acquisition of M & I
Electric Industries, Inc. The stockholders will consider a proposal to authorize a reverse stock split at the special meeting. Accordingly, the
Company anticipates that it will retain its listing on The Nasdaq Stock Market. On April 13, 2007, we issued a press release concerning this
matter which is set forth in Exhibit 99.2.

If the Company cannot demonstrate compliance with the Rule by October 8, 2007, Nasdaq will determine whether the Company meets the
Nasdaq Capital Market initial listing criteria as set forth in Marketplace Rule 4310(c), except for the bid price requirement. If the Company
meets the initial listing criteria, the Staff will notify the Company that it has been granted an additional 180 calendar days compliance period.
The Company currently complies with the requirements for initial listing on the The Nasdaq Capital Market, except for the $1.00 minimum
closing bid price. If the Company is not eligible for an additional compliance period, Nasdaq will provide written notice that the Company s
securities will be delisted. At that time, the company may appeal the determination to delist its securities to a Listing Qualifications Panel.
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ITEM2. MANAGEMENT S DISCUSSION AND ANALYSIS OR PLAN OF OPERATION

The following discussion should be read in conjunction with the financial statements and notes thereto included elsewhere in this Form 10-QSB
and our Form 10-KSB for the year ended December 31, 2006. Historical results and percentage relationships set forth in the statement of
operations, including trends that might appear, are not necessarily indicative of future operations.

FORWARD-LOOKING STATEMENTS

Except for historical and factual information, this document contains forward-looking statements within the meaning of the Private Securities
Litigation Reform Act of 1995. These forward-looking statements include statements that address activities, events or developments that we
expect, believe or anticipate will or may occur in the future, such as predictions of future financial performance. All forward-looking statements
are based on assumptions made by us based on our experience and perception of historical trends, current conditions, expected future
developments and other factors we believe are appropriate under the circumstances. These statements are subject to numerous risks and
uncertainties, many of which are beyond our control, including our ability to maintain key products sales or effectively react to other risks
described from time to time in our SEC filings. No forward-looking statement can be guaranteed, and actual results may differ materially from
those projected. We undertake no obligation to publicly update any forward-looking statement, whether as a result of new information, future
events or otherwise.

BUSINESS

American Access Technologies, Inc. is comprised of two divisions: zone cabling and formed metals. The zone cabling division develops and
manufactures patented zone cabling and wireless telecommunication enclosures. These enclosures mount in ceilings, walls, raised floors, and
certain modular furniture to facilitate the routing of telecommunications network cabling, fiber optics and wireless solutions to the workspace
environment. We believe that zone cabling is a superior approach for growing and open office configurations or wherever frequent moves,
additions and changes ( MACs ) of telecommunications services are a factor.

Our enclosures provide state-of-the-art flexible cabling and wireless solutions in the high-speed communication networks found throughout
office buildings, hospitals, schools, industrial complexes and government buildings. Our patented product allows users to route cables into
specific areas, where they are needed in a streamlined, flexible, and cost effective fashion. With recent standards issued by the
Telecommunications Industry Association ( TIA ), our products have gained acceptance by architects, consultants and engineers. Zone cabling
greatly facilitates subsequent MACs and upgrades for the network installations of today and tomorrow.

In light of the ever-changing telecommunications demands, we continue to expand our proprietary line of products to address the growing need
for a multitude of box sizes, cable configurations and flexible installation and access. We continue to seek additional private labeling agreements
with manufacturers for which we can customize our products to their specifications, thus allowing them to serve as an Original Equipment
Manufacturer ( OEM ). We can also custom-label our current products to suit the design and development needs of our OEMs. Many of our
products are included in the catalog for government contracts and large private sector jobs with one of the nation s top distributors of
telecommunications systems products. We can also provide manufacturing and assembly services for our OEM partners for their related
products.
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Omega Metals ( Omega ) is a precision sheet metal fabrication and assembly operation, manufactures not only our zone cabling and wireless
products, but also provides services such as precision CNC ( Computer Numerical Controlled ) stamping, bending, assembling, painting, powder
coating and silk screening to a diverse client base including, but not limited to, engineering, technology and electronics companies, primarily in

the Southeast. Due to the increased production capabilities gained by the utilization of our state-of-the-art laser cutting FMS ( Flexible
Manufacturing System ) and our robotic welder, Omega has been successful in attracting new business, most recently from customers in the
telecommunications and medical equipment industries.

The Company operates from a 67,500 sq. ft. manufacturing facility situated on 8 1/2 acres of land which is owned by the Company.

On May 8, 2003 we entered into an agreement with Chatsworth Products, Inc. ( CPI ), Westlake Village, CA establishing a five-year strategic
alliance for the manufacture and sales of zone cabling and wireless products developed by American Access. These products, all of which are
currently manufactured by American Access, are co-branded with the names of both American Access and CPI and are exclusively sold and
distributed by CPI. Under the agreement, American Access will continue to manufacture the products, however, CPI will have manufacturing
rights under certain circumstances. In connection with the alliance, CPI purchased 215,517 shares of American Access common stock in a
private placement at $1.16 per share.

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

We have adopted various accounting policies that govern the application of accounting principles generally accepted in the United States of
America in the preparation of our financial statements. The preparation of financial statements in conformity with accounting principles
generally accepted in the United States requires management to make estimates and assumptions that affect the amounts reported in the financial
statements and accompanying notes. Although these estimates are based on management s knowledge of current events and actions it may
undertake in the future, they may ultimately differ from actual results.

Our significant accounting policies are more fully described in Note 1 to the consolidated financial statements at December 31, 2006, included in
the annual report on Form 10-KSB. Certain accounting policies involve significant judgments and assumptions by us that have a material impact
on the carrying value of certain assets and liabilities. Management believes the following critical accounting policies reflect its most significant
estimates and assumptions used in the presentation of our financial statements. We do not have off-balance sheet arrangements, financings, or
other relationships with unconsolidated entities or other persons, also known as special purpose entities ( SPE s), nor do we have any variable
interest entities ( VIE s), as defined by the Financial Accounting Standards Board s ( FASB ) Interpretation No. 46(R).

Inventory Valuation Inventories are stated at the lower of cost or market, with material cost determined using an average cost method.
Inventory costs for finished goods and work-in-process include direct material, direct labor, production overhead and outside services.
Production overhead, including indirect labor, is allocated to finished goods and work-in-progress based on material consumption which is an
estimate that could be subject to change in the near term as additional information is obtained and as our operating environment changes.

10
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Allowance for Doubtful Accounts The Company maintains an allowance for doubtful accounts for estimated losses resulting from the inability
of our customers to make required payments. The estimate is based on management s assessment of the collectibility of specific customer
accounts and includes consideration for credit worthiness and financial condition of those specific customers. We also will review historical
experience with the customer, the general economic environment and the aging of our receivables. We record an allowance to reduce receivables
to the amount that we reasonably believe to be collectible. Those estimates subject to potential change in the near term include allowances for
doubtful accounts. Based on our historical collection experience, we currently feel our allowance for doubtful accounts is adequate.

Revenue Recognition The Company recognizes revenue from product sales at the time the product is shipped and title passes to the customer.
The Company believes that recognizing revenue at time of shipment is appropriate because the Company s sales policies meet the four criteria of
FASB s Staff Accounting Bulletin No. 104, which are: (i) persuasive evidence that an arrangement exists, (ii) delivery has occurred, (iii) the
seller s price to the buyer is fixed and determinable, and (iv) collectibility is reasonably assured.

Contingencies In accordance with SFAS No. 5, Accounting for Contingencies, we record an estimated loss from a loss contingency when
information indicates that it is probable that an asset has been impaired or a liability has been incurred and the amount of loss can be reasonably
estimated. Contingencies are often resolved over long time periods, are based on unique facts and circumstances, and are inherently uncertain.
We regularly evaluate current information available to us to determine whether such accruals should be adjusted or other disclosures related to
contingencies are required.

THE THREE MONTHS ENDED MARCH 31, 2007 COMPARED WITH THE THREE MONTHS ENDED MARCH 31, 2006
SALES

Net sales for the three months ended March 31, 2007 of $2,054,547 represent a decrease of 4.0% ($85,358) as compared with net sales of
$2,139,905 for the three months ended March 31, 2006.

Formed metal net sales of $1,451,578 and $1,517,667 for the three months ended March 31, 2007 and 2006, respectively, represent a decrease in
net sales of 4.4% ($66,089).

Zone cabling net sales of $602,969 and $622,238 for the three months ended March 31, 2007 and 2006, respectively, represent a decrease in net
sales of 3.1% ($19,269) due to a decrease in sales to one OEM.

11
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For the Three Months Ended March 31,

2007 2006 % of Sales Change
Formed metal $ 1,451,578 $1,517,667 -4.4%
Zone cabling 602,969 622,238 -3.1%
Total $ 2,054,547 $ 2,139,905 -4.0%

Major Customers
For the three months ended March 31, 2007 and 2006, sales to two customers, CPI and TYCO, each accounted for more than 10% of net sales.

The CPI sales can be attributed to the Company s marketing and manufacturing agreement with CPI. For the three months ended March 31, 2007
and 2006, net sales of $460,084 and $387,546, respectively, to CPI represent 22.4% and 18.1%, respectively, of total net sales. Additionally, for
the referenced periods, these sales represent 76.3% and 62.3%, respectively, of the zone cabling division sales.

For the three months ended March 31, 2007 and 2006, net sales of $266,566 and $232,223, respectively, to TYCO represent 13.0% and 10.9%,
respectively, of total net sales. This increase in sales can be attributed not only to an increase in orders for fabricated metal parts but also for
contracted assembly services.

We have always acknowledged that our zone cabling and wireless products have a longer sales cycle that depends on our products being
incorporated into larger projects and, therefore, quarterly sales of these products are not consistent. We anticipate that sales will continue to
reflect positive results from the relationships that our sales efforts have nurtured with the OEMs and the relationships that the CPI sales force has
developed for these products.

COSTS AND EXPENSES
Cost of Sales

Direct and indirect costs incurred by the Company to have its products manufactured and assembled of $1,773,332 for the three months ended
March 31, 2007 represent 86.3% as a percentage of net sales. This is an increase of 3.3% as a percentage of net sales as compared with expenses
of $1,776,994, which represent 83.0% as a percentage of net sales for the three months ended March 31, 2006.

For the three months ended March 31, 2007 and 2006:

raw material expense of $557,657 and $522,119, respectively, represents an increase of 2.7% as a percentage of net sales;

direct labor and related expense of $693,851 and $812,906, respectively, represents a decrease of 4.2% as a percentage of net sales
due to our outsourcing of certain functions which can be performed more economically by others;

contracted services and outsourcing expense of $81,649 and $48,349 respectively, represent an increase of 1.7% as a percentage of
net sales; and

site and depreciation expense of $217,834 and $160,306, respectively, represents an increase of 3.1% as a percentage of net sales.
Equipment maintenance expense increased $64,953, depreciation expense decreased $10,286 and building maintenance and taxes
decreased $11,941.

12
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The Company plans to purchase additional automated production equipment and we are improving equipment reliability and reducing downtime
through a combination of preventative maintenance, environmental controls, and equipment upgrades. With the goal of improving efficiencies,

productivity and throughput, the plant is being reorganized to reduce lead time, material handling, and delays due to bottlenecks at certain

functional areas.

The following table summarizes the primary components of cost of sales for the three months ended March 31, 2007 and 2006:

2007

Materials $ 557,657
Labor & Related Exp. 693,851
Contracted Services 81,649
Supplies/Small Tools 62,457
Utilities 106,850
Shipping 53,034
Site Exp/Depreciation 217,834
Inventory Allowance

Total Cost of Sales 1,773,332
Gross Margin $ 281,215

Selling, General and Administrative Expense

Selling, general and administrative expense for the three months ended March 31, 2007 and 2006, expense of $223,207 and $191,574,

respectively, represents an increase of 1.9% as a percentage of net sales.

Sales expense is expected to increase as plans include supplementing the outside sales force.

Bad debt expense is expected to decrease in the upcoming months as warranty issues and product returns related to prior years are resolved.

Three Months Ended March 31,

% of Sales
27.1%
33.8%

4.0%
3.0%
5.2%
2.6%
10.6%
0.0%

86.3%
13.7%

% of

2006 Sales
$ 522,119 24.4%
812,906 38.0%
48,349 2.3%

75,722 3.5%
94,067 4.4%
51,025 2.4%
160,306 7.5%
12,500 0.6%

1,776,994 83.0%
$ 362,911 17.0%

07 to 06

Change
2.7%
-4.2%
1.7%
-0.5%
0.8%
0.2%
3.1%
-0.6%

3.3%
-3.3%

Professional services expense has increased primarily due to merger-related consultant costs. Also included are distributions to the four external
directors of $7,800 each, the value of which was based on a calculation using the Black-Scholes method to approximate the remaining value of
the directors annual grant of stock options. The Company will amortize the expense over the expected benefit period in 2007.

General office expense is also expected to increase slightly due to merger-related changes.

13
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The following table summarizes the primary components of selling, general and administrative expense for the three months ended March 31,
2007 and 2006:

For the Three Months Ended March 31,

2007 2006 % of Sales Change
Sales $ 46,683 $ 55,843 -0.3%
Bad debt 14,791 42,209 -1.3%
Professional services 116,637 54,751 3.1%
General office 45,096 38,771 0.4%
Total $223,207 $ 191,574 1.9%

Compensation and Related Benefits Expense

Compensation and related benefits expense of $315,509 and $263,484 for the three months ended March 31, 2007 and 2006, respectively,
represents an increase of 3.0% as a percentage of net sales.

Salaries expense increased as three employee-directors each received a special cash payment of $7,800, which was based on a calculation using
the Black-Scholes method to approximate the remaining value of the directors annual stock-based compensation. The Company will amortize

the expense over the expected benefit period in 2007.

Additionally, as a result of a change in personnel position and job responsibilities, approximately $25,000 of salary expense which was a cost of
indirect cost of sales labor during the three months ended March 31, 2006 is now component our engineering department s salary expense.

The following table summarizes the primary components of Compensation and Related Benefits expense for the nine and three months ended
March 31, 2007 and 2006:

For the Three Months Ended March 31,

2007 2006 % of Sales Change
Salaries $ 275,552 $ 226,358 2.8%
Accrued vacation expense 2,000 0.1%
Group health insurance 12,654 14,973 -0.1%
Payroll taxes 25,303 22,153 0.2%
Total $315,509 $263,484 3.0%

Stock-Based Compensation Expense

Stock-based compensation expense of $17,819 for the three months ended March 31, 2007, represents 0.9% as a percentage of net sales. The
Company recognized no stock-based compensation for the three months ended March 31, 2006.

In January, the Company granted 19,200 stock options to each director elected at the 2006 Annual Meeting which was held on December 28,
2006. The stock options have a strike price of $0.91, the fair market value of the stock on the date of the grant. During

14
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the three months ended March 31, 2007, the Company has recognized $17,819 of a total $23,759 in stock-based expense to be recognized over
the expected benefit period. The remaining expense will be recognized in April, 2007.

For the Three Months Ended March 31,
2007 2006 % of Revenue Change
Stock-based compensation $17,819 0.9%

NET LOSS

For the three months ended March 31, 2007, we generated a net loss of $227,031, or $0.03 per share, as compared with the net loss of $91,170,
or $0.01 per share for the three months ended March 31, 2006.

There are a number of factors affect the Company s business and the results of its operations. These factors include general economic and
business conditions; compliance with various regulations; the level of acceptance of the Company s products; and its ability continue the
aggressive marketing and sale of its products through a widening base of customers and strategic alliances with OEM s in order to achieve its
goals.

Quarter-to-quarter sales and margins are subject to fluctuations due to many factors. Margins will be affected, perhaps significantly, by price
adjustments, changes in cost of sales components, inventory obsolescence, the introduction of new products and the sales mix between the two
divisions.

LIQUIDITY AND CAPITAL RESOURCES

The Company s operating activities provided cash of $139,999 and $15,871 during the three months ended March 31, 2007 and 2006,
respectively. Net cash consumed by operating activities consisted of net losses and an increase in prepaid expenses and other current assets. The
cash decrease is offset by increases in depreciation, amortization, stock-based expense, accounts receivable and inventories and an increase in
accounts payable and accrued expenses.

Net cash used in investing activities for the three months ended March 31, 2007 and 2006 was $69,421 and $34,352, respectively.
For the three months ended March 31, 2007 and 2006, there was no activity related to financing.

We believe that we can acquire additional working capital, if required, through the sale of additional securities, including the potential exercise
of outstanding options, a private placement, or borrowings, including bank borrowing and private equity lines. Since our 67,500 sq. ft. plant is
unencumbered, we also have the potential to mortgage it to raise capital. However, there are no assurances that we would be able to obtain such
financing or, if obtained, that it would be on terms advantageous to the Company.
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Proposed Merger with M & I Electric Industries, Inc.

The Company and M & I Electric Industries, Inc. signed a merger agreement on December 1, 2006. Upon closing of the merger, M & 1
stockholders would receive approximately four shares of Company common stock for each share of Company common stock outstanding as of
the closing, but not more than 32,000,000 shares of our common stock, and would result in a change of control of the Company. The transaction
would be accounted for under the purchase method of accounting as a reverse acquisition with M & I being treated as having acquired American
Access as of the date of the completion of the merger. Subject to approval by the stockholders of both the Company and M & I, the merger
transaction, the authorization of additional shares of Company common stock, of a reverse stock split and a name change is expected to be
completed in May 2007.

RISK FACTORS THAT COULD AFFECT FUTURE RESULTS

Our business is subject to a number of risks, some of which are discussed below. Other risks are presented elsewhere in this document and in the
information incorporated by reference into this document. Before deciding to invest in our Company or to maintain or increase your investment,
you should carefully consider the risks described below, in addition to the other information contained in our Annual Report on Form 10-KSB

and in our other filings with the U.S. Securities and Exchange Commission ( SEC ), including any subsequent reports filed on Forms 10-KSB and
8-K. The risks and uncertainties described below are not the only ones that we face. Additional risks and uncertainties not presently known to us

or that we currently deem immaterial may also affect our business and results of operations. If any of these risks actually occur, our business,
financial condition or results of operations could be seriously harmed. In that event, the market price for our common stock could decline and

you may lose all or part of your investment.

Because of the following factors, as well as other variables affecting our operating results, past financial performance may not be a reliable
indicator of future performance, and historical trends should not be used to anticipate results or trends in future periods.

We have a history of operating losses.

We have experienced fluctuations in our revenues and this may continue in the future.

Telecommunications networking products are subject to rapid technological change and to compete, we must offer products that
achieve market acceptance.

Economic weakness has affected the Company adversely in the past and the return of such weakness could adversely affect our
revenue, gross margin and expenses in the future.

We have two major customers and depend significantly on one for the sales of our zone cabling and wireless products.
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Our failure to adequately protect our proprietary rights could adversely affect our ability to compete effectively.

Decreased effectiveness of equity compensation could adversely affect our ability to attract and retain employees, and changes in
accounting for equity compensation could adversely affect earnings.

There are risks related to the proposed merger with M & I Electric Industries, Inc.

i Our shareholders will incur immediate and substantial ownership dilution.

i After the merger, the stockholders of M & I will control the Company.

i Our stock price and future business and operations will be substantially dependent on the operating results of M & L.

i Failure to complete the merger or delays in completing the merger could negatively impact our stock price and future
business and operations.

The exercise of our outstanding stock options could adversely affect our outstanding common stock. Our stock option plans are an important
component of our compensation program for our employees and directors. As of May 11, 2007, we have issued and outstanding options to
purchase 3,820,100 shares of common stock with exercise prices ranging from $0.78 to $2.30 per share. The existence of such rights to acquire
common stock at fixed prices may prove a hindrance to our efforts to raise future funding by the sale of equity. The exercise of such options may
dilute the percentage ownership interest of our existing stockholders and may dilute the value of their ownership. The possible future sale of
shares issuable on the exercise of outstanding options could adversely affect the prevailing market price for our common stock. Further, the
holders of the outstanding rights may exercise them at a time when we would otherwise be able to obtain additional equity capital on terms more
favorable to us.

ITEM3. CONTROLS AND PROCEDURES

The Company s management, with the participation of the Company s Chief Executive Officer and Chief Financial Officer, has evaluated the
effectiveness of the Company s disclosure controls and procedures as of March 31, 2007. Based on that evaluation, the Company s Chief
Executive Officer and Chief Financial Officer concluded that the Company s disclosure controls and procedures were effective as of March 31,
2007. There were no material changes in the Company s internal control over financial reporting during the quarter ended March 31, 2007.

PART II. OTHER INFORMATION

ITEM1. LEGAL PROCEEDINGS

We are involved in legal proceedings of various types in the ordinary course of business. While any such litigation to which we are a party
contains an element of uncertainty, we presently believe that the outcome of each such proceeding or claim which is pending or known to be
threatened, or all of them combined, will not have a material adverse effect on our condensed, consolidated financial position or results of
operations.
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ITEM 6. EXHIBITS

(a) Exhibits:

31 Rule 13a-14(a)/15d-14(a) Certifications of the Principal Executive Officer and Principal Financial Officer
32.1 Section 1350 Certification of the Principal Executive Officer
32.2 Section 1350 Certification of the Principal Financial Officer
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SIGNATURES

In accordance with the requirements of the Exchange Act, the small business issuer caused this report to be signed on its behalf by the
undersigned, thereunto duly authorized.

Date: May 11, 2007

AMERICAN ACCESS TECHNOLOGIES, INC.

By: /s/ TIMOTHY ADAMS
Timothy Adams
President and Chief Operating Officer

(Principal Executive Officer)

By: /s/ JOSEPH F. MCGUIRE
Joseph F. McGuire
Chief Financial Officer Treasurer and Secretary

(Principal Financial Officer)
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