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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, DC 20549

FORM 10-Q
(Mark One)
Quarterly report under Section 13 or 15(dbhef Securities Exchange Act of 1934
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O Transition report under Section 13 or 15@dhe Exchange Act
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Commission file number 0-27889
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Indicate by check mark whether the registrant éb filed all reports required to be filed by Seeti® or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or suchtehperiod that the registrant was required @ $ilich reports), and (2) has been subject to
such filing requirements for the past 90 days. Kés NoO

Indicate by check mark whether the registrantlexge accelerated filer, an accelerated filer, maccelerated filer, or a smaller reporting
company. See the definitions of “large accelerdited” “accelerated filer” and “smaller reportirgpmpany” in Rule 12b-2 of the Exchange
Act.
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THE AMACORE GROUP, INC.
CONDENSED CONSOLIDATED BALANCE SHEETS (UNAUDITED)

September 3l

December 31

2008 2007
ASSETS
Current assets
Cash $ 541,80: $ 2,161,04.
Restricted cash - 316,93!
Accounts receivable (net of $50,662 and $0 allowanc
for doubtful accounts in 2008 and 2007, respebtjv 355,37: 470,04¢
Non-trade receivables — related party 23,511 64,38¢
Inventory 23,891 37,81«
Deferred expenses 3,695,69: 1,023,79!
Deposits and advances 936, 04¢ 61,23¢
Total current asse 5,576,31! 4,135,25!
Property, plant and equipment (net of accumulasgtetiation of $338,302 and $132,387 for 2008 ¢
2007, respectively) 878,21t 418,35¢
Other assets
Deferred customer acquisition costs 579,63t -
Goodwill and other intangible assets 10,054,06. 14,725,25
Other 1,434,961 -
Total other assets 12,068,66 14,725,25
Total assets $ 18,523,19 $ 19,278,86
LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities
Accounts payable $ 447363 $ 2,639,20l
Accounts payable - related party 478,23! 590,88t
Loans and notes payable 1,734,441 1,414,531
Accrued expenses and other liabilities 2,336,39: 5,147,66!
Deferred compensation - related party 324,85: 602,34«
Deferred revenue 2,116,41. 1,409,98:
Deferred acquisition payments 465,68! -
Total current liabilities 11,929,66 11,804,61
Long-Term Liabilities
Capital lease obligation 63,21 -
Deferred acquisition payments 772,60¢ -
Accrued dividends 1,434,01 479,89¢
Fair value of redeemable warrants 11,159,77 -
Total lon¢-term liabilities 13,429,61 479,89¢
Total liabilities 25,359,27 12,284,50

Stockholders' (Deficit) Equity
Preferred Stock, $.001 par value, 20,000,000 stearémrized;
Series D mandatory convertible preferred stock;&3fares authorized:;
694.6 shares issued and outstanding for 2008 abid, 28spectively -
Series E mandatory convertible preferred stock;st&8es authorized,;
139 shares issued and outstanding for 2008 and, 28§Fectively -
Series G mandatory convertible preferred stockQlsttares authorized;
1,200 and 300 shares issued and outstanding f& 208 2007, respectively 1



Series H mandatory convertible preferred stock; gltres authorized,;
400 and 0 shares issued and outstanding for 2002@0V, respectively
Series | mandatory convertible preferred stockQ@0,shares authorized,;
400 and 0 shares issued and outstanding for 2002@017, respectively.
Series A mandatory convertible preferred stockQQ shares authorized;
155 shares issued and outstanding for 2008 and, 28§pectively
Common Stock A, $.001 par value, 1,360,000,000eshanthorized:;

151,834,329 and 110,149,156 shares issued ancuditsg for 2008 and 2007, respectively.

Common Stock B, $.001 par value, 120,000,000 shargsrized;

1,873,882 and 27,563,802 shares issued and outsgaiod 2008 and 2007, respectively.
Additional paid-in capital
Accumulated deficit

Total stockholders' (deficit) equity

Total liabilities and stockholders' (deficit) equ

See notes to condensed consolidated financiahséaes

151,83¢ 110,14¢

1,87 27,56:
101,112,41  83,956,05
(108,102,19)  (77,099,40)
(6,836,07) 6,994,35

$ 18,523,19 $ 19,278,86




THE AMACORE GROUP, INC.
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS (UNAUDITED)

REVENUES
Membership fees
Commissions
Marketing fees and materials
Total revenues

COST OF SALES
Sales commissions
Benefit and service cost
Total cost of sales

GROSS PROFIT

OPERATING EXPENSES
Depreciation
Amortization
Office-related expenses
Professional fees
Payroll and employee benefits
Travel
Selling and marketing
Impairment loss on goodwill and other intangibleeds

Total operating expenses
Loss from operations before other income and ex@ens

OTHER INCOME (EXPENSE)
Interest income
Interest expense
Loss on conversion of note payable
Change in fair value of redeemable warrants
Other

Total other income (expense)

Net loss before income tax

Income taxes

Net loss
Preferred stock dividend and accretion

Net loss available to common stockhold
Basic and diluted loss per share

Basic and diluted weighted average number of comshares
outstanding

Three Months Ended

Nine Months Ended

September 30, September 30,

2008 2007 2008 2007
$ 7,096,30. $ 215,00 $ 18,367,06 $ 807,46.
404,95! - 1,083,73 -
1,051,39 - 1,788,79 -
8,552,65. 215,00! 21,239,59 807,46.
4,577,39 131,62: 10,949,55 565,54(
1,393,60! - 4,303,31 -
5,971,00: 131,62: 15,252,86 565,54(
2,581,64! 83,38« 5,986,73 241,92:
100,03t 2,74¢ 225,93 7,181
1,001,14 - 2,725,83. -
602,27: 128,56! 1,427,70 290,14:
1,583,48! 240,14! 2,141,09:i 2,337,95;
2,299,55 683,41 6,500,66! 4,208,35!
401,93! 123,82¢ 1,024,04. 350,23:
3,351,14: 133,10! 8,115,73 239,85(
15,308,94 - 15,308,94 -
24,648,51 1,311,80 37,469,96 7,433,711
(22,066,86) (1,228,42) (31,483,23) (7,191,79)
3,564 30,42¢ 20,67¢ 80,14"
(562,45() (59,48 (691,61 (173,33f)
- - (242,657 -
11,448,82 - 2,538,64. -
1,28( - 8,99: -
10,891,21 (29,06() 1,634,04 (93,189
(11,175,65) (1,257,48) (29,849,18) (7,284,98)
(11,175,65) (1,257,48) (29,849,18) (7,284,98)
(489,52) (180,789 (1,153,59) (449,89)
$ (11,665,18) $ (1,438,27) $ (31,002,78) $ (7,734,88)
$ (0.0¢) $ (0.00) $ (0.2)) $ (0.0¢)
149,297,61 98,893,97 145,866,79 97,458,64

See notes to condensed consolidated financiahséates






THE AMACORE GROUP, INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
For the Nine Months Ended September 30, 2008 and @D

Cash flows from operating activities
Net loss
Adjustment to reconcile net loss to net cash
used in operating activities:
Amortization of intangible assets
Amortization of discount on notes payable
Depreciation

Gain on change in fair value of redeemable and oxmpensatory warrants

Loss on impairment of goodwill and other intangibsets

Loss on conversion of note payable

Loss on the issuance of redeemable warrants

Provision for doubtful accounts

Share-based payments to employees and consultants
Changes in operating assets and liabilities:

Decrease in accounts receivable

Decrease in accounts receivable - related party

Decrease in inventory and prepaid expenses

Increase in deferred expenses

Increase in deposits and advances

Increase in deferred customer acquisition costs

Increase in other assets

(Decrease) Increase in accounts payable and atexpenses

Decrease in deferred compensation

Increase in deferred revenue

Net cash used by operating activit

Cash flows from investing activities
Acquisition payment
Purchase of property and equipment
Purchase of certificate of deposit
Decrease in restricted cash

Net cash used by investing activit

Cash flows from financing activities
Deferred acquisition payments
Equity issuance costs
Net proceeds from credit card borrowing
Payments made on notes payable
Payments on and redemption of convertible notes
Proceeds from exercise of common stock warrants
Proceeds from private placement equity issuance
Proceeds from promissory notes
Proceeds from sale of preferred stock and redeenvednirants

Net cash provided by financing activiti
(Decrease) increase in cash
Cash, beginning of period

Cash, end of period

2008 2007
$ (29,849,18) $ (7,284,98)
2,725,83. -
504,41¢ -
225,93¢ 7,181
(17,288,64) -
15,308,94 -
242,65: -
14,750,00 -
50,66 -
1,870,58 4,471,521
184,61 4,35¢
40,87: -
13,92: 10,61
(2,651,63) -
(874,81() -
(579,63 -
(1,250,73) -
(1,113,81) 110,50(
(277,49) (416,039
706,43 50,02
(17,261,07)  (3,046,82)
(1,215,56) (25,000)
(340,58 (98,94¢)
(184,23() -
316,93! -
(1,423,45) (123,949
(134,09) -
(510,00() -
101,88( -
(515,00() ;
(575,001() (75,000)
122,00 39,70
50C -
1,575,001 5,213,001
17,000,00 -
17,065,28 5,177,70
(1,619,241 2,006,92"
2,161,04; 135,04(
$ 541,80: $ 2,141,97




SUPPLEMENTAL INFORMATION:
Cash paid for interest $ 4352. $ 53,51¢

Cash paid for income taxes $ - $ -
See notes to condensed consolidated financiahséaes




THE AMACORE GROUP, INC.
NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL S TATEMENTS (UNAUDITED)

NOTE 1 - NATURE OF OPERATIONS

The Amacore Group, Inc. (Amacore or the Companypehms, designs and distributes heakttated membership benefit programs, insur
programs, and other health-care solutions, primdhitough its whollyewned subsidiary, LifeGuard Benefit Services, IfigfeGuard). Th
Company’s products include discount benefit antivoited-medical benefit products such as hearing, denitgibrvand doctor reimbursemel
among others. The components of these productirfe represent both Compadgveloped products as well as products marketexligh
arrangements with other vendors. Additionally, @@mpany utilizes its distribution network to markertain non healthelated products al
services.

NOTE 2 — BASIS OF PRESENTATION AND SIGNIFICANT ACCO UNTING POLICIES

The accompanying condensed consolidated balanet abeof December 31, 2007, which was derived faowhited financial statements,
the unaudited condensed consolidated financiasiants have been prepared in accordance with atiegiprinciples generally acceptec
the United States of America (U.S. GAAP) for interfinancial information and with the instructiomsRorm 10€Q and Article 10 of Regulati
S-X. Accordingly, they do not include all of the imfoation and footnotes required by U.S. GAAP for ptete financial statements. In
opinion of management, all adjustments (consistingormal recurring accruals) considered necessaoyder to make the financial statem
not misleading have been included. Results fothihee and nine month periods ended September 88, &@ not necessarily indicative of
results that may be expected for the year endince®éer 31, 2008. For further information, refetthe financial statements and footni
thereto included in the Company’s annual reporEform 10-KSB for the year ended December 31, 2007.

Managements Assessment of Liquidity

At September 30, 2008, the Company had negativ&imgicapital of $6,353,348 and an accumulated dedic$108,102,196. For the ni
months ended September 30, 2008 the Company hatllass of $29,849,189. We believe that withouhsigant equity and debt investm:
from outside sources, the Company will not be &bleustain our current planned operations for #hd 82 months. During 2008, the Comp
has raised from an outside source $19,500,000wfyefynding.

The accompanying financial statements have begraped in conformity with accounting principles geally accepted in the United States of
America, which contemplates continuation of the @any as a going concern.

Use of Estimates

The preparation of the Compasytonsolidated financial statements requires manageto make estimates and assumptions that &ffe
reported amounts of assets and liabilities andalsce of contingent assets and liabilities atdate of the financial statements and the rep
amounts of revenues and expenses during the regopteriod. The accounting estimates that requismagemens most difficult an
subjective judgments include the reserve for sedésnds, impairment of goodwill and other lolinged assets and the fair value of comi
stock and warrants issued. Due to the uncert&ihgrent in such estimates, actual results magdifom these estimates.

Revenue Recognition

Membership Fee

The Company recognizes revenues from membershipféeehe sales of healtielated discount benefit plans as earned. Thesagemen!
are generally renewable monthly and revenue isgrdzed over the renewal period. As these prodaften include elements sold throt
contracts with third-party providers the Companysiders each contractual arrangement in accordaitheEITF 99-19,Reporting Reven
Gross as a Principal versus Net as an Age(EITF 99-19). The Company’s current contracts mtbet requirements of EITF 989 fol
reporting revenue on a gross basis.

The Company records a reduction in revenue fomedé&d refunds, chargebacks from credit card coregaand allowances based upon a
history and managemeatevaluation of current facts and circumstancasJanuary 2008, the Company entered into an amaegfewith
third party to expand distribution of the Companyroducts. The terms of this arrangement led ®gaificant increase in refunds ¢
chargebacks. Refunds, chargebacks and allowaaotzded $3,434,589 and $94,249 for the three moatided September 30, 2008 and 2
respectively, and $6,734,601 and $495,297 for fhe months ended September 30, 2008 and 2007,ctesgde, and were recorded a
reduction of revenue in the accompanying statenartperations.






Commissions

The Company is paid a commission for its saleshaid{party products. Commissions are recognized as ptsdare sold and servic
performed and the Company has accomplished allitiesi necessary to complete the earnings process.

Marketing Fees and Materia

The Company markets certain of its products throagiultiievel sales organization whereby independent Histinrs establish their o\
network of associates. The independent distrilsypary the Company a fee to become marketing repsees on behalf of the Company.
exchange, the representatives receive various figgkand promotional materials and tools. The Canypalso earns ancillary revenue fi

the sale of marketing materials. Revenue is reizegnwvhen marketing materials are provided to gpesentatives.

Concentration of Credit Risk

For the nine months ended September 30, 2008, wevgenerated by LifeGuard represented approximeB6B6 of total consolidat:
revenue. Lifeguard’ products are dependent upon strategic relatipsshith insurance companies; accordingly, a changhese strateg
relationships, contractual or otherwise, could tiggly impact the Company’s business.

For the nine months ended September 30, 2008, fobiéeguard’s customers represented 51% of Life@imrevenue or 50% of consolida
revenue.

At certain times, the Compargybank deposits exceed the amounts insured byDhe.As of September 30, 2008, the Company had sl
in excess of FDIC insured limits of $442,180. Stdthe financial institution cease operations wiiem Companys deposit balances exct
FDIC insured limits, it would be a significant digtion to the Company’s cash flow. Management iooially monitors the Company’
banking relationships to lessen this risk. In &ddj a majority of the Company’s credit card pregiag is with one merchant processor.

Accounts Receivable

Accounts receivable are stated at estimated ndizabke value. Accounts receivable are primarigmprised of balances due fr
memberships, net of estimated allowances for uectilile accounts. In determining collectabilitystbrical trends are evaluated and spe
customers are reviewed to arrive at appropriatewalhces. Based on the Companistorical experience and an assessment of &
accounts, an allowance of $50,662 has been proati8éptember 30, 2008. No allowance was reqair€tcember 31, 2007.

Customer Acquisition Costs

Customer acquisition costs relate to contractuahngements with certain marketing companies prigndar the sale of Lifegual
products. Payments are made as leads are providk@dra amortized to cost of goods sold over a teslevant to the expected life of
membership. The majority of these costs are ameattion an accelerated basis over a period lesstth@lwe months, in proportion
recognition of the related revenue. At Septeml@er2®08 and December 31, 2007, unamortized custagtgirisition costs of $2,734,354 ;
$0, respectively, are included in deferred expeases$579,636 and $0, respectively, are includedkferred customer acquisition costs in
accompanying balance sheets. Amounts paid fosltget do not result in a sale are expensed imrnedgias a selling and marketing expense.

In January 2008, the Company entered into an aeraegt with a third party to expand distributiontieé Companys products resulting in
increase in customer acquisition costs for theetlaed nine months ended September 30, 2008. Cestamrquisition costs of $1,818,987
$0 for the three months ended September 30, 2002@0i7, respectively, and $5,106,504 and $0 fonthe months ended September 30, .
and 2007, respectively, are included in selling aradketing in the accompanying statements of ojpersit

Property, Plant and Equipment

Property, plant and equipment are recorded at cise. costs of additions and improvements are aliged, while maintenance and repairs
charged to expense as incurred. The Company me\ior depreciation and amortization using theigitdine method over the estima
useful lives of the property as follows: computardware and computer software, 3 years; furniture fixtures, 7 years; equipment i
machinery, 5 years; and leasehold improvementsshibeer of the term of the lease or the life & #sset. When assets are retired or othe
disposed of, the assets and related accumulateéaiafion are eliminated from the accounts andréselting gain or loss is reflected in
results of operations.






Property, plant and equipment, net of accumulaggetiation, consist of the following:

September

30, December 3:

2008 2007
Computer hardware $ 137,65. $ 418,80
Furniture and fixtures 505,39: 70,63¢
Equipment and machinery 385,73! 21,37:
Building improvements 187,74 39,93:
1,216,51 550,74
Less accumulated depreciation (338,307) (132,38)
Total $ 878,21t $ 418,35t

Depreciation expense including depreciation of taslseld under capital leases, was $100,036 andi$2¢f the three months ended Septer
30, 2008 and 2007, respectively, and $225,939 &iB$ for the nine months ended September 30, 2068007, respectively.

Goodwill and Acquired Intangible Assets

Management assesses goodwill related to reportnitg €or impairment annually as of October 1 or enérequently if an event occurs
circumstances indicate that the asset might be inegbaand determines if a reduction of the carryargount of goodwill is required. ¢
impairment charge is recorded if the implied faatue of goodwill of a reporting unit is less th#e ook value of goodwill for that unit (¢
Note 5).

Intangible assets with a finite useful life recatdes a result of acquisition transactions are dmsattover their estimated useful lives ¢
straight-line basis as follows:

Software 3 years
Customer and vendor relationships 5years
Tradenames 16 months

The Company evaluates its intangible assets foaimmnt whenever events or changes in circumstaincksate that the carrying value
such assets may not be recoverable. To determaowerability, the Company compares the carryidgeraf the assets to the estimated fu
cash flows. If the carrying amount of an assetexs its estimated future cash flows, an impairnebatge is recognized for the amoun
which the carrying amount of the asset exceed&ihgalue of the asset.

Stock-Based Compensation

The Company accounts for share-based paymentscordance with Statement of Financial Accountingn8ads (SFAS) No. 123Bhare
Based Paymer(SFAS 123R). SFAS 123R requires that the costltiegufrom all sharebased payment transactions be recognized i
financial statements. This Statement establishes/élue as the measurement objective in accogritin sharebased payment arrangeme
and requires all entities to apply a fair-valuedzhsneasurement method in accounting for shased payment transactions. The Com
uses the Blaclscholes Option model in computing fair value of rgat instrument issuances and uses market valugoofmon A an
Common B stock issuances.




The Company determines the measurement datesifare-based payments made to non-employees indacwer EITF 96-18Accounting for

Equity Instruments That Are Issued to Other Thamplegees for Acquiring, or in Conjunction with Setli Goods or Servic¢((EITF 96-

18). EITF 9618 requires the issuer to measure the fair valdbeo€quity instrument using the stock price oeotheasurement assumption:
of the earlier of either of the following: the dait which a commitment for performance by the teyuarty to earn the equity instruments is
reached or the date at which the counterparty’®opeance is complete.

Loss Per Share

Basic loss per share is calculated by dividinglog$ available to common stockholders by the weigl@tverage number of shares of com
stock outstanding for the period. Diluted loss pkare is calculated by dividing the net loss by weighted average number of share
common stock outstanding for the period, adjustedtlie dilutive effect of common stock equivalenisjing the treasury stock meth
Weighted average shares outstanding include blatss@ and Class B Common stock. There is noreiffee between the dividend rights
earnings allocation of Class A and Class B Comntocks

The following sets forth the computation of bagid ailuted net loss per common share for the tareknine months ended September30,
and 2007:

Three Months Ended Nine Months Ended

September 30, S eptember 30,
2008 2007 2008 2007
Numerator:
Net loss $ (11,175,65) $ (1,257,48) $ (29,849,18) $ (7,284,98)
Less preferred stock dividends and accretion (489,529 (180,789 (1,153,59) (449,89)

Net loss applicable to common stockholc $ (11,665,18) $ (1,438,27) $ (31,002,78) $ (7,734,88)

Denominator:
Weighted average basic and fully diluted sharestantling 149,297,61 98,893,97 145,866,79 97,458,64

Net loss per common she- basic and diluted $ (0.08) $ (0.0)) $ 0.21) $ (0.0¢)

As the Company reported losses in all periods prteske all common stock equivalents are excludenhftioe computation of diluted earnit
per share, since the result would be antidiluti8ecurities that could potentially dilute earninm share in the future, but which were
included in the calculation of diluted earnings pleare because to do so would have been antidiltgivthe periods presented, are as follows:

As of September 30,

2008 2007
Potentially dilutive securities outstanding at erfigheriod:
Common stock warrants 190,817,71 21,359,76
Convertible preferred stock:
Series A 310,00( 310,00(
Series D 694,600,00 694,600,00
Series E 69,500,00 42,000,00
Series G 2,400,001 -
Series H 800,00( -
Series | 800,00( -
Total 959,227,71 758,269,76
Weighted-average share equivalents outstanding 862,094,87 540,577,26







Fair Value Measurements

Statement of Financial Accounting Standard No. {FAS 157”) Fair Value Measurementdefines fair value as the price that woulc
received to sell an asset or paid to transferkilitya (an exit price) in the principal or most aiageous market for the asset or liability il
orderly transaction between market participantshenmeasurement date. In many cases, the exit pnideghe transaction (or entry) price
be the same at initial recognition. However, ina@a cases, the transaction price may not reptdagrvalue. Prior to SFAS 157, the fair va
of a liability was often based on a settlementgroncept, which assumed the liability was extisgad. Under SFAS 157, fair value is bz
on the amount that would be paid to transfer alitglio a third party with the same credit starglirSFAS 157 requires that fair value t
marketbased measurement in which the fair value is detemtinbased on a hypothetical transaction at thesaremnent date, considered fi
the perspective of a market participant. Accorblingnir value is no longer determined based solghpn the perspective of the repor
entity. When quoted prices are not used to deterrfair value, SFAS 157 requires considerationhodée broad valuation techniques: (i)
market approach, (ii) the income approach, angitfié cost approach. SFAS 157 requires that estitetermine the most appropriate valu:
technique to use, given what is being measuredthadavailability of sufficient inputs. SFAS 157igutizes the inputs to fair valuati
techniques and allows for the use of unobservaipets to the extent that observable inputs arawaitable. FAS 157 establishes a thieee!
hierarchy, based on the priority of the inputshe tespective valuation technique. The fair védliggarchy gives the highest priority to quc
prices in active markets for identical assetsatvilities (Level 1) and the lowest priority to ursaovable inputs (Level 3). An asset or liabikty’
classification within the fair value hierarchy iaded on the lowest level of significant input ®valuation. SFAS 157 defines the input le
as follows:

Level 1 Unadjusted quoted prices in active markets fortidahassets or liabilities.

Level 2 Quoted prices in markets that are not active outsphat are observable either directly or indigedtevel 2 inputs incluc
quoted prices for similar assets or liabilitiesestthan quoted prices in Level 1, quoted pricemamkets that are not active,
other inputs that are observable or can be degvietipally from or corroborated by observable neritata for substantia
the full term of the assets or liabilities.

Level 3 Unobservable inputs that are supported by littlen@rmarket activity and are significant to the feslue of the assets
liabilities. Unobservable inputs reflect the retpay entity’s own assumptions about the assumptions that mpakécipant
would use in pricing the asset or liability. Lev&lassets and liabilities include those whose walre determined usi
pricing models, discounted cash flow methodologiesimilar techniques, as well as those for whiehdetermination of fe
value requires significant management judgmenstmeation.

Reclassifications
Certain amounts for the prior period have beeressified to conform to the current period presémmat

Recent Accounting Pronouncements Issued But Not Yé#&tdopted

In December 2007, the FASB issued SFAS llédcontrolling Interests in Consolidated Financ&htements - An Amendment of ARB No. 51
(“SFAS 160’). SFAS 160 establishes accounting and reporting atdsdfor the noncontrolling interest in a subsigiand for th
deconsolidation of a subsidiary. SFAS 168 effective for fiscal years, and interim perioslghin those fiscal years, beginning on or ¢
December 15, 2008. Earlier adoption is prohibitétie Company believes that SFAS 160 will not haveaterial impact, if any, on
financial statements.

In February 2008, the FASB issued Financial Staffifton (“FSP”) SFAS 157-Zffective Date of FASB Statement No. FSP 1572, whick
delays the effective date of SFAS No. 153ajr Value Measurement §'SFAS 157”),for all nonfinancial assets and nonfinancial liaigs,
except those that are recognized or disclosediatvédue in the financial statements on a recurrbasis (at least annually). SFAS

establishes a framework for measuring fair valud arpands disclosures about fair value measuremdss$® 1572 partially defers tt
effective date of SFAS 157 to fiscal years begigrafter November 15, 2008, and interim periods withose fiscal years for items within

scope of this FSP. FSP 137s effective for us beginning January 1, 2009e TTompany is currently evaluating the potentigbaat of th
adoption of those provisions of SFAS 157 for whidfectiveness was delayed by FSP 157-2 on the Coyipaonsolidated financial positi
and results of operations.

In March 2008, the Emerging Issues Task Force ¢&IEF 08-4Transition Guidance for Conforming Changes to EI$sue No. 98-5,
Accounting for Convertible Securities with Benefic€@onversion Features or Contingently Adjustabtn@rsion Ratio(EITF 08-4). The
Task Force reached a consensus-for-exposure thabttforming changes to Issue 98-5 shall be effedtr financial statements issued for
fiscal years ending after December 15, 2008, wattier application permitted. The effect, if any,applying the conforming changes shall be



presented retrospectively with the cumulative-dftéddhe change being reported in retained earnimgfse statement of financial position as of
the beginning of the first period presented (rgtextive application). Additionally, any transitiompact of applying these conforming changes
shall comply with the disclosure requirements @t&nent 154 for changes in accounting principlesconnection with the adoption of EITF
084, the Company expects that it will have a retrotipe adjustment of approximately $458,000 to @8& beginning retained earnings for
cumulative effect of adjusting the accretion of Bemeficial conversion feature of certain of ther(any’s convertible preferred stock.
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NOTE 3 — NON CASH INVESTING AND FINANCING ACTIVITIE S

The following table presents a summary of the weginoncash investing and financing transactionsttigaCompany entered into during the
nine months ended:

For the nine months ended
September 31 September 3

2008 2007
Beneficial conversion feature accretion $ 227,31 $ -
Common stock issued as acquisition consideration 9,000,00! 180,00(
Conversion of Common B stock to Common A stock 25,68¢ -
Conversion value of notes payable and interesbtoncon stock 645,81 52,00(
Conversion value of notes payable and interestafered stock - 4,811,001
Liability issued as acquisition consideration 1,352,12! -
Payment of accounts payable with common stock - 46,54(
Preferred stock dividends 926,28 449,89
Reclassification of noncompensatory warrants fropitg to liability 44,00( -
Property and equipment acquired under capital lease 63,21: -

NOTE 4 — ACQUISITIONS

Effective April 1, 2008, the Company acquired 106#4he outstanding common stock of U.S. Health Ben&roup (USHBG), a call center-
based marketing company that was a key agent éo€timpanys LifeGuard products. The consideration for thguégition was a combinatis
of cash and stock. The agreed value of the a¢muisvas $14,300,000 and was payable as follows:

Cash at closing $1,215,568, net of cash acquired

1,800,000 unregistered shares of Class A commaik stith a deemed value of $5.00 per share ($9,@00e@uivalent)
Deferred cash payments of $1,609,090 payable ialégstallments quarterly over a three-year period

Contingent consideration of $2,550,000, consistofg$850,000 based on performance targets in eachhef nex
three years. This amount may be increased if USldBceeds its performance targets.

The purchase agreement provides for a share adjostifinecessary, 18 months from the acquisiiaffective date. Within the immediat
preceding thirty-day period prior to the 18-montimizgersary of closing (the “Share Adjustment Datéthe Companys common stock has
average trading price below $5.00 per share (stibjecertain adjustments), additional shares ofGbenpanys common stock will be issu
such that the aggregate number of shares issuegt tihel terms of the merger agreement have a vajual ¢o the agreedpon value ¢
$9,000,000. In the event the Compangbmmon stock has an average trading price fosdfteperiod of $5.00 or more, no adjustment ghs
made to the amount of common stock previously dsaled the previous stock issuance shall be deeimatl &nd not subject to furtt
adjustment. However, in the event the average ammstock price is below $1.50 for the said adjustinperiod, the Company has the rigt
effectively unwind the merger and irrevocably tf@nd. 00% of USHBGs acquired stock to previous USHBG shareholdersaadtition, in suc
event the Company has the right to receive from BSHshareholders 80% of the Companygommon stock issued as consideratior
September 30, 2008, the Company’s common stockahaading price of $0.19 per share. If the Compsmpmmon stock is trading at t
price at the Share Adjustment Date, the Companybsitequired to either issue 47,368,421 sharemwind the transaction.

The USHBG purchase price was allocated to tangibteintangible assets acquired and liabilities mgslbased on their estimated fair values
at the date of acquisition of April 1, 2008. Theess of the purchase price over the fair valusepfassets acquired was allocated to goodwill.
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The following table summarizes the estimated falugs of net assets acquired:

Tangible assets:

Cash and cash equivalel $ 59,43:
Accounts receivabl 120,60
Fixed asset 271,45:
Total tangible asse 451,48¢
Liabilities:
Accounts payabl 67,00¢
Accrued expense 97,24*
Loans and notes payat 83,03¢
Total liabilities 247,28t
Net tangible assets acquir 204,20:
Identifiable intangible assets 6,019,001
Goodwill 5,402,24.
Total net assets acquired $ 11,625,44

The difference between the agreed value of theisitign of $14,300,000 and the total net assetuiaed of $11,625,445 is a result
discounting the deferred cash payments as welkelsiding contingent consideration as required byASHA41,Business CombinationsThe
earnout provision of the acquisition agreement is baseduture earnings of USHBG and, thus, represeorsingent consideration. Once
contingency period expires and the eatt-is determinable, this additional acquisitiomsideration, if any, will be recorded as additic
purchase price and, consequently, will increaseytalwill associated with this acquisition. Asdlised in Note 5, an impairment charge
recorded during the three months ended SeptemheP(®IB associated with the goodwill and intangidsets acquired in respect to
USHBG acquisition.

The identified intangible assets include the USHBf8e name, computer software, and customer rakdtips. The Company engaged a third-
party valuation specialist to assist in estimatimg fair value of the acquired intangible assets.

The following unaudited pro forma information shatle results of the Company’s operations as thahgtJSHBG acquisition had occurred
as of the beginning of that period:

For the Nine Months Ended
September September

30, 2008 30, 2007
Total revenues $ 2156468 $ 5,161,35
Net loss $ (31,220,46) $ (7,099,62)
Basic and diluted loss per share $ (0.2) % (0.06)

The pro forma results have been prepared for caatiparpurposes only and are not necessarily ingieatf the actual results of operations
the merger taken place as of the beginning of éme@s presented, or the results that may occtlveriuture.

On September 1, 2007, the Company acquired 100%emhip of JRM Benefits Consultants, LLC (JRM); am October 9, 2007, t
Company acquired 100% ownership of LifeGuard Ber&drvices, Inc. (LifeGuard).

The Company has completed the identification antuateon analysis of the intangible assets acquiredrespect to the LifeGua

acquisition. Prior to the completion of the Comganvaluation analysis these intangible assets wdastified as unallocated assets in
consolidated balance sheet (see Note 5). Baseudthpdinalized allocation, the Company has adplisimortization expense.
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The following table summarizes goodwill and theestldentifiable intangible assets in respect tolttieGuard acquisition and their respec
estimated fair values as reclassified from thelonated assets balance as of the acquisition date:

Customer and vendor relationships $ 10,688,00
Software 465,00(
Trademark and tradename 710,00(
Total identifiable intangible assets 11,863,00
Goodwill 4,281,66.

$_16,144,66

Unaudited pro forma operating data for the thred @ine months ended September 30, 2007 presentbddwgh JRM and LifeGuard had b
acquired at January 1, 2007 follows. The unauditedforma operating data does not purport to mgTewhat the Comparsyactual results
operations would have been had we acquired JRML#e@Guard on January 1, 2007 and should not sesva forecast of the Compary’
operating results for any future periods. The farona adjustments are based solely upon certaumgstions that management believes
reasonable under the circumstances at this tinhe. uhiaudited pro forma operating data is preseagddllows:

For the Nine
Months
Ended
September 3
2007

Total revenues $ 6,017,77

Net loss $ (8,553,261

Basic and diluted loss per share $ (0.09)
NOTE 5 — GOODWILL AND OTHER INTANGIBLE ASSETS

The following table reflects the components of geitidand other intangible assets as of Septembe2308 and December 31, 2007:

September 30, 2008

Gross Carryini - Accumulated Impairment Adjusted
Amount Amortization Carrying Value Loss Carrying Value
Goodwill $ 10,006,214 $ - $ 10,006,214 $ 3,597,54. $ 6,408,60:
Customer and vendor relationships 16,262,00 2,167,30 14,094,70 11,455,70 2,639,001
Software 742,25( 211,61« 530,63t - 530,63t
Trademarks and tradenames 1,130,901 399,37! 731,52! 255,70( 475,82}
Total $ 28,14129 $ 2,778,28 $ 25,363,00 $ 15,308,94 $ 10,054,06

December 31, 2007

Adjusted
Gross Carryini - Accumulated Impairment Carrying
Amount Amortization Carrying Value Loss Value
Goodwill $ 492,14 $ - $ 492,14 $ - $ 492,14.
Software 708,25( 41,16¢ 667,08t - 667,08t
Unallocated assets 13,566,02 - 13,566,02 - 13,566,02
Total $ 14,766,41 $ 41,16« $ 14,72525 $ - $ 14,725,25

Goodwill represents the excess of the purchase prier the sum of the amounts assigned to asspigred less liabilities assumed in respe
the JRM, Lifeguard and USHBG acquisitions. Non¢hd$ goodwill is expected to be deducted for taxppses.
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Amortization expense related to all of the Compangentifiable intangible assets for the three meminded September 30, 2008 and 200°
$1,001,142 and $0, respectively, and for the ninenttrs ended September 30, 2008 and 2007 was $33&25and $(
respectively. Management estimates amortizatiopeese of approximately $3,480,265 over the next fjears. Future amortization
intangible assets is shown in the following table:

200t % 342,02¢

200¢ 1,013,09
201C 789,47
2011 602,61:
2012 586,44!
Thereafte 146,61:

Total $ 3,480,26!
The weightedaverage remaining amortization period for customred vendor relationships, software and amortizétsldemarks and tra
names is 4.31 years, 2.10 years and 7 months,atesgg.
The table below presents the total carrying ambyrintangible asset class for intangible assetsuabject to amortization.

Carrying Value

September
30, December 3:
2008 2007
Goodwill $ 6,408,60: $ 492,14«
Trademarks and tradenames 165,20( -
Total $ 6,573,80. 492,14«

Based on the Comparsy/impairment analysis and consideration of theenirand expected future market conditions, we detexd tha
goodwill and certain intangible assets relatechiodRM, LifeGuard and USHBG reporting units wer@éined in accordance with Statemer
Financial Accounting Standards No. 142 (“SFAS 14&9odwill and Other Intangible Assedsd the Company recorded non-cash,tpretota
impairment charges of $305,444, $9,084,800 and185/®0, respectively. The analysis was conductethttependent valuation speciali
The decline in estimated fair values resulted feomanalysis of the current economic conditions,Glompanys performance to budget and
lower estimated future cash flows.

Inherent in managemestfair value determinations are certain judgmentsestimates, including projections of future cistvs, the discout
rate reflecting the risk inherent in future cashwi$, the interpretation of current economic indicsitand market valuations and our strai
plans with regard to our operations. A changeh#sé underlying assumptions would cause a changfeinesults of the tests, which cc
cause the fair value of one or more reporting ulitse more or less than their respective carrgimgunts. In addition, to the extent that t|
are significant changes in market conditions orraleeconomic conditions or the Compasystrategic plans change, it is possible tha
Company’s conclusion regarding impairment couldngjea

The Company has recognized an aggregate impainoenon goodwill and other intangible assets inahmunt of $15,308,944 for the th
months ended September 30, 2008. This impairnosst has been included within the Comparlgss from continuing operations under
caption “Impairment loss on goodwill and other igible assets.’Of the aggregate impairment loss, $3,597,544 wabuatable to carryin
amounts of goodwill. The following table detaietimpairment loss by intangible asset categomyedkas by reporting unit.

Reporting Unit

Intangible asset category: JRM LifeGuard USHBG Total
Goodwill $ 165,84« $ - $ 3431,700 $ 3,597,54
Customer and vendor relationships 113,90( 9,084,80! 2,257,00! 11,455,70
Trademarks and tradenames 25,70( - 230,00( 255,70(

$ 305,44« $ 9,084,801 $ 5,918,700 $ 15,308,94
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NOTE 6 - NOTES AND LOANS PAYABLE

Notes and loans payable consist of the followingfe&September 30, 2008 and December 31, 2

2008 2007

Promissory notes payable to investors and stockin|dbearing interest ranging from 8% to 10% pewuan

due through December 2006; currently in default $ 557,50( $ 572,50(
Convertible promissory notes payable to investads stockholders; bearing interest ranging from 16%

11% per annum; due through December 2006; currenthgfault 122,00( 122,00(
Convertible promissory notes payable to investas stockholders; bearing interest ranging from 8%Q0%

per annum; due through December 2007; currenttiefault 7,00C 357,00(
Promissory notes payable to investors and stockingjdbearing interest of 1.53% per annum; due tiirou

June 2004, increasing to 15% thereafter, currentiefault 114,95( 114,95(
Promissory notes payable to CEO bearing intere8¥oper annum; payable on demand 500,00( -
Revolving consumer credit cards 373,12 228,55
Capital lease obligation 104,48 -
Promissory notes payable to related parties (oredeimoninterest bearing) 18,59: 19,52:
Total notes and loans payable $ 1,797,65 $ 1,414,53

At the date of issue of each of the convertibleeapthe conversion price was equal to or exceduedtbck price at the time of issue, an
such, no intrinsic value was allocated to the emdbddoption of each note. As of September 30, 28D&f the promissory notes payable
classified as current due to either maturity datesvents of default. The following schedule dettiie future payments on capital leases:

2008 $ 10,03:
2009 40,93¢
2010 29,25!
2011 17,60¢
2012 6,66(

Approximately $686,500 of the above listed notegléfiault are held by investors who have been suepopf the Company over the
years. The Company is in the process of negogjagither a conversion to equity or a restructurifighe terms of the notes. For the 1
months ended September 30, 2008, the Company, nptification by the noteholders, converted $450,@@0utstanding notes paya
including accrued interest of $97,211 into 5,640,8Rares of common stock.

On April 25, 2008, the Company issued $575,00000fertible promissory notes with detachable wasamtacquire 1,868,217 shares to
investors and shareholders. The notes bear ibt@E3% per annum accruing quarterly and are dué 2%, 2010. The holders of the warra
have the ability, under certain circumstancesetpire cash settlement. Therefore, the warrants haen classified as liabilities. The fair
value of the warrants of $504,419 was determinedrbindependent valuation specialist using the BBecholes Option model with a volatility
of 139%, risk free rate of 3.14%, a five year expdderm and no dividends. Proceeds equal touth&afr value of the warrants were assigned
to the warrants, resulting in discount on the cotilvie notes in the amount of $504,419. The distdsiamortized to interest expense using
effective interest method. On August 9, 2008,Gloenpany received a call notice on these notes. Cidmepany on September 8, 2008, paid
$575,000 of principal and $21,582 of accrued irger&lnamortized discount of $479,544 existed attitme of payoff and, consequently, was
recognized as additional interest expense.
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NOTE 7 —PREFERRED STOCK
The Company is authorized to issue 20,000,000 slufnpreferred stock.

Series B, C, D, E, G, H and | Preferred Stock atéled to receive dividends payable on the statde of the preferred stock at a rate o
percent (6%) per annum, which shall be cumulatheerue daily from the issuance date and be dugayable on the first day of each caler
guarter. Such dividends accrue whether or notaded| but no dividend shall be paid unless theeepaofits, surplus or other funds legi
available for the payment of dividends. Dividerate payable in cash or common stock, at the opifothe holder. The accumulation
unpaid dividends shall bear interest at a ratéxgbarcent (6%) per annum. At September 30, 20@BRecember 31, 2007, accrued and ur
dividends related to the preferred stock are $10M3%and $479,896, respectively. The Compsu8eries A Preferred Stock does not ac
dividends.

In the event of any liquidation, dissolution or wing up of the affairs of the Company, whether wéuy or involuntary, and before any jur
security of the Company, the holders of prefertedisshall be entitled to be paid out of the aseéthe Company available for distributior
its stockholders an amount per share equal to tdteds value of holdes’ respective preferred stock series plus the agggegmount (
accumulated but unpaid dividends on each shareefémed stock. If, upon a liquidation event, Hesets of the Company are insufficier
permit payment in full to such holders of the aggte amount that they are entitled to be paid bir tespective terms, then the entire asse
proceeds thereof, available to be distributed eo@ompanys stockholders shall be distributed to the holddrthe preferred stock ratably
accordance with the respective amounts that woaldayable on such shares if all amounts payable peid in full. The liquidation value
Series A, B, C, D, E, G, H and | as of September ZM8 was $155,000, $0, $0, $7,639,206, $1,535,888,486,555, $4,080,300 ¢
$4,028,667, respectively.

The table below sets forth the preferred stocktantting as of September 30, 2008 and December(8Y, 2Note that no shares of Series
Series C Preferred Stock were outstanding as de8dyer 30, 2008 or December 31, 2007.

September 31 December 31

2008 2007

Series A 15E 15E
Series D 69t 69t
Series E 13¢ 13¢
Series G 1,20( 30C
Series H 40C -
Series | 40C -

2,98¢ 1,28¢

Preferred Stock Series

As of September 30, 2008, 155 shares of Series Wétble Preferred Stock (“Series A Preferred 8tpavere outstanding. There were
issuances of Series A Preferred Stock during theetiand nine month periods ended September 30, 288 share of Series A Prefel
Stock is convertible into 2,000 shares of Class olmmmon stock, subject to adjustment for stock dindestock split or combinatic
reclassification, reorganization, consolidation,rgee or sale of all or substantially all of the etssor other corporate event. As of Septel
30, 2008, the outstanding shares of Series A Resfe&3tock were convertible into 310,000 sharesla§€A common stock.

Preferred Stock Series

Each share of Series B Convertible Preferred Sfti#ries B Preferred Stocki$ convertible at any time, at the option of thédeo, into oni
share of Class A common stock, subject to adjustnfien stock dividends, stock split or combinatiarclassification, reorganizatic
consolidation, merger or sale of all or substalytiall of the assets or other corporate event.er&éhwere no issuances of Series B Pref
Stock during the three and nine month periods ergkgmtember 30, 2008. As of September 30, 200&haces of Series B Preferred Si
were outstanding.

Preferred Stock Series

Each share of Series C Mandatory Convertible PiedeBtock (“Series C Preferred Stocks) deemed to have a value of $10,000 al
convertible at any time, at the option of the holdeto such amount of shares of Class A commookspurchasable for $10,000 on the da



conversion at the lesser of $2.88 or sevdiviy-percent (75%) of the lowest closing bid pribering the five days immediately prior to
conversion date (the “Series C Conversion Pric&he Series C Conversion Price is subject to adjestrfor stock dividends, stock split
combination, reclassification, reorganization, adigiation, merger or sale of all or substantiallycd the assets or other corporate event. T
were no issuances of Series C Preferred Stock gitiim three and nine month periods ended SepteBihe2008. As of September 30, 2(
no shares of Series C Preferred Stock were oufsignd

16




Preferred Stock Series

As of September 30, 2008, 694.6 shares Series ferRré Stock were outstanding. There were no igsempf Series D Preferred Stock du
the three and nine month periods ended Septembh&088. Each share of Series D Preferred Stochrigertible at any time after the sec
anniversary of the date of issuance, at the optifothe holder, into that number of shares of ClasSommon Stock equal to the $10,!
divided by $0.01 (the “Series D Conversion PriceThe Series D Conversion Price is subject to adjestrfor certain events, including -
payment of a dividend payable in capital stockhef Company, any stock split, combination, or resifasition and certain issuances of Cla:
Common Stock or securities convertible into or elsable for Class A Common Stock at a price pereshaconversion price less than the
applicable Series D Conversion Price. In the ewéiertain corporate changes, including any cadatibn or merger in which the Compan
not the surviving entity, sale or transfer of allsmbstantially all of the Compars/assets, certain share exchanges and certaiibutistns o
property or assets to the holders of Class A Comi@totk, the holders of the Series D Preferred Stomke the right to receive ug
conversion, in lieu of shares of Class A Commorcstmtherwise issuable, such securities and/or gthgperty as would have been issue
payable as a result of such corporate change wghect to or in exchange for the Class A CommogkSissuable upon conversion of
Series D Preferred Stock. The shares of Seriegeleffed Stock, generally, become convertible @tass A Common Stock two years a
issuance. As of September 30, 2008, the outstgrahiares of Series D Preferred Stock, assumingathahares of Series D Preferred S
have been outstanding for at least two years, whaige been convertible into 694,600,000 shareslassCA Common Stock. If on July .
2011, any share of Series D Preferred Stock renmitstanding and a registration statement coveahingesale of all of the Class A Comn
Stock underlying the Series D Preferred Stock fisctifze and has been effective for 90 days priguoch date, the Company must convert
share of the Series D Preferred Stock into Cla€ofkmon at the then applicable Series D Conversiime P

In connection with the Series D Preferred Stocle @ompany recorded an aggregate beneficial comversature of $6,410,000. T
Company accounted for the beneficial conversiotufeain accordance with EITF Issue No. 00-2pplication of Issue No. 98-to Certait
Convertible Instrument§EITF 00-27") and EITF Issue No. 98-Bccounting for Convertible Securities with Benefiic€onversion Features
Contingently Adjustable Conversion Rati¢€ITF 98-5"). The resulting discounts have been accreted as idediy to the preferr
shareholders from the date of issuance to the mpeefestocks mandatory conversion date, using the effectivddyimethod. Accretic
recognized for the three and nine months endede8dyar 30, 2008 was $84,769 and $200,834, resplctivpon the adoption of EITF 08;
the Company will record a retrospective adjustmeintpproximately $353,000 to beginning retainednemys to reflect accretion of tl
discount to the earliest conversion date.

Preferred Stock Series

Each share of Series E Preferred Stock is conleitber the second anniversary of the issuance afaduch shares, at the option of the ha
into that number of shares of Class A Common Stemkal to $10,000 divided by $0.02 (the “Series En@osion Price”).The Series
Conversion Price is subject to adjustment for ceraents, including the payment of a dividend fidgran capital stock of the Company,
stock split, combination or reclassification andam issuances of Class A Common Stock or seesritonvertible into or exercisable for C
A Common Stock at a price per share or conversiice dess than the then applicable Series E CoioreiBrice. In the event of cert
corporate changes, including any consolidation erger in which the Company is not the survivingtgnsale or transfer of all or substanti
all of the Companys assets, certain share exchanges and certaiibuligtins of property or assets to the holders @s€IA Common Stock, t
holders of the Series E Preferred Stock have ti# to receive upon conversion, in lieu of sharfe€lass A Common Stock otherwise issue
such securities and/or other property as would thees issued or payable as a result of such cagohnange with respect to or in exchang:
the Class A Common Stock issuable upon converditimecSeries E Preferred Stock.

The Company at its option may call for redemptidrlb the Series E Preferred Stock at any timeyjgied (a) the closing trading price of
Class A common stock exceeds $0.50 per share (dasdjon the principal exchange, including for fispose, the Nasdaq National Marke
which it is then listed, or if it is not so listethe closing bid price per share for such stockeasrted by Nasdaq, the OTC Bulletin Board
National Quotation Bureau, Incorporated or otherilsir service which regularly reports closing bidotations for such stock) for 15 trad
days during any 2@ading day period; and (b) there is at the timehef call for redemption by the Corporation, and baen for the perit
specified in (a) above preceding such call, ancéffe registration statement covering the resaléhef shares of Class A common st
underlying the Series E Preferred Stock. The Camphall effect any redemption of the Series E étrefl Stock by paying in cash
exchange for each share of Series E Preferred &idoi redeemed a sum equal to 150% of the stalee wf such shares of Series E Prefe
Stock plus all accruing dividends accrued but udhpiaéreon, whether or not declared, with respestitth share.

As of September 30, 2008, there were 139 shar&giiés E Preferred Stock outstanding. There werissuances of Series E Preferred S
during the three and nine month periods ended 8dqae30, 2008. the shares of Series E Prefermck Sgenerally, become convertible i
Class A Common Stock two years after issuanceofASeptember 30, 2008, the outstanding sharesridsSE Preferred Stock assuming
all shares of Series E Preferred Stock have betstamding for at least two years, would have bemvertible into 69,500,000 shares of C
A common stock. If on July 15, 2011, any sharSefies E Preferred Stock remains outstanding aedistration statement covering the re
of all of the Class A Common Stock underlying tlezi&s E Preferred Stock is effective and has b#entie for 90 days prior to such date,



Company must convert each share of the SeriesferRyeé Stock into Class A Common at the then applie Conversion Price.

In connection with the Series E Preferred Stock,Glompany recorded an aggregate beneficial comrefsature of $970,000. The Comp
accounted for the beneficial conversion featuradoordance with EITF 00-27 and EITF S8The resulting discounts are accreted as a did
to the preferred shareholders from the date ofaissel to the preferred stoskmandatory conversion date, using the effectieddymethoc
Accretion recognized for the three and nine morthded September 30, 2008 was $11,047 and $26&5t8ctively. Upon the adoption

EITF 084, the Company will record a retrospective adjusiinoé approximately $105,000 to beginning retaieadnings to reflect accretion
this discount to the earliest conversion date.
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Preferred Stock Series

Each share of Series G Preferred Stock is conleribany time, at the option of the holder, irtattnumber of shares of Class A Comi
Stock equal to the $10,000 divided by $5.00 (therits G Conversion Price”)The Series G Conversion Price is subject to adjestrio
certain events, including the payment of a dividpaglable in capital stock of the Company, any stqulk, combination, or reclassification ¢
certain issuances of Class A Common Stock or ggEsirgtonvertible into or exercisable for Class An@oon Stock at a price per share
conversion price less than the then applicableeS&i Conversion Price. In the event of certaipa@te changes, including any consolide
or merger in which the Company is not the survivardity, sale or transfer of all or substantiallyaf the Companys assets, certain sh
exchanges and certain distributions of propertpasets to the holders of Class A Common Stockhtiders of the Series G Preferred S
have the right to receive upon conversion, in téshares of Class A Common Stock otherwise isgyabich securities and/or other proper
would have been issued or payable as a resultabf sorporate change with respect to or in exchdogthe Class A Common Stock issue
upon conversion of the Series G Preferred Stookaddition, if on November 7, 2009, the Series Giv@osion Price then in effect is hig
than the current market price of the Compang@lass A Common Stock, then the Series G ConveRiie shall be reduced to such cui
market price (provided that the current marketg@shall never be less than $0.01). If on July208,1, any share of Series G Preferred ¢
remains outstanding and a registration statemevdrot the resale of all of the Class A Common ktaderlying the Series G Preferred St
is effective and has been effective for 90 daysrpio such date, the Company must convert eacle sifathe Series G Preferred Stock
Class A Common at the then applicable ConversiaePr

If the Conversion Price is reduced below $1.50 essalt of an adjustment on November 7, 2009, tbe@any may, within ten (10) days a
November 7, 2009, elect to redeem all, but not teas all, of the outstanding Series G PreferrextiSby paying cash in exchange for €
share to be redeemed in an amount equal to 150k atated value, less all dividends paid thereon.

On January 31, 2008, March 13, 2008 and April 3@& the Company issued 300, 400 and 200 shaiies $éries G Mandatory Converti
Preferred Stock (“Series G Preferred Stock”) fargeeds of $3,000,000, $4,000,000 and $2,000,080ectively.

In connection with the Series G Preferred stockidgdson March 13, 2008 and April 30, 2008, detacghabhrrants for 45,000,0
and 22,500,000 of Class A common stock, respegtieercisable for five years at an exercise poic$0.375 were issued. As the holder
the warrants have the ability, under certain cirstances, to require cash settlement these wamentdassified as liabilities in accordance
SFAS 150,Accounting for Certain Financial Instruments wittha&acteristics of both Liabilities and EquiySFAS 150"). The fair value ¢
the warrants was determined by a third—party vadoagpecialist based upon the Black-Scholes-Me@ption Pricing Model.

At September 30, 2008, the fair value of these avdsris $4,725,000. For the nine months endede8dgetr 30, 2008, the effect of mark-to-
market adjustments was $11,475,000 and has beemndezt as “Change in fair value of redeemable wasfawithin the accompanyir
Statements of Operations. See Note 10 for additifair value disclosure information.

As the fair value of the warrants at issuance edeedhe proceeds, the preferred stock has no reda@ue and losses representing the e
of the fair value of the warrants over the proceetis$7,250,000 and $2,950,000 were recorded at IMaB¢ 2008 and April 30, 20
respectively.

In the event certain circumstances require cadfeseint of these warrants, the warrant agreementiges for a specific pricing method ¢
assumptions which can result in a different settenvalue than the fair value at which the Complaay recorded the warrants on the Bal
Sheet. The aggregate settlement value, if settiemere to occur on September 30, 2008 as calcllsteaccordance with the warr.
agreements was $5,400,000.

As of September 30, 2008, 1,200 shares Series férkraé Stock were outstanding and convertible 0,000 Class A common shares.
Preferred Stock Series

Each share of Series H Preferred Stock is converéibany time, at the option of the holder, irtattnumber of shares of Class A Comi
Stock equal to the $10,000 divided by $5.00 (therit&s H Conversion Price”)The Series H Conversion Price is subject to adjestnfo
certain events, including the payment of a dividpaglable in capital stock of the Company, any stquilk, combination, or reclassification ¢
certain issuances of Class A Common Stock or ggEsirtonvertible into or exercisable for Class An®oon Stock at a price per share
conversion price less than the then applicableeSéti Conversion Price. In the event of certairpomate changes, including any consolide
or merger in which the Company is not the survivardity, sale or transfer of all or substantiallyaf the Companys assets, certain sh
exchanges and certain distributions of propertpasets to the holders of Class A Common Stockhtiders of the Series H Preferred S
have the right to receive upon conversion, in téshares of Class A Common Stock otherwise isgyabich securities and/or other proper
would have been issued or payable as a resultabf sorporate change with respect to or in exchdogthe Class A Common Stock issue
upon conversion of the Series H Preferred Stookaddition, if on November 7, 2009, the Series Hh¥&ssion Price then in effect is hig



than the current market price of the Compan@lass A Common Stock, then the Series H ConveRiice shall be reduced to such cul
market price (provided that the current marketgusball never be less than $0.01). If on July2D8,1, any share of Series H Preferred £
remains outstanding and a registration statemevdrot the resale of all of the Class A Common ktaderlying the Series H Preferred Si

is effective and has been effective for 90 daysrpid such date, the Company must convert eache sifathe Series H Preferred Stock
Class A Common at the then applicable ConversiaePr
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If the Conversion Price is reduced below $1.50 essalt of an adjustment on November 7, 2009, tbe@any may, within ten (10) days a
November 7, 2009, elect to redeem all, but not teas all, of the outstanding Series H PreferreatiSby paying cash in exchange for €
share to be redeemed in an amount equal to 15QPe ctated value, less all dividends paid thereon.

On June 2, 2008, the Company issued 400 sharés $€iiies H Convertible Preferred Stock (“SerieRreferred Stock”) and a warrant
agreement to acquire 45,000,000 shares of the Qoyigp@lass A Common Stock, exercisable for fivey®ars at an exercise price of $0.375,
for an aggregate cash purchase price of $4,000,88@he holders of the warrants have the abilifyder certain circumstances, to require cash
settlement, these warrants are liabilities in adance with SFAS 15@&ccounting for Certain Financial Instruments with&acteristics of

both Liabilities and Equity*SFAS 1507). The fair value of the warrants wagetmined by a third—party valuation specialistelabispon the
Black-Scholes-Merton Option Pricing Model.

At September 30, 2008 the fair value of these vmsrégs $3,150,000. For the nine months ended 8dgete 30, 2008, the effect of mark-to-
market adjustments was $5,400,000 and has beemdest@s “Change in fair value of redeemable wasfanithin the accompanyir
statements of operations. See Note 10 for additifair value disclosure information.

As the fair value of the warrants at issuance edegehe proceeds, the preferred stock has no red¢aalue and a loss representing the e:
of the fair value of the warrants over the proceafd®4,550,000 was recorded at June 2, 2008.

In the event certain circumstances require cadleseint of these warrants, the warrant agreementiges for a specific pricing method ¢
assumptions which can result in a different settenvalue than the fair value at which the Complaay recorded the warrants on the Bal
Sheet. The aggregate settlement value, if settiemere to occur on September 30, 2008, as caémlilat accordance with the warr
agreements was $4,050,000.

As of September 30, 2008, 400 shares of SerieeffPed Stock were outstanding and convertible &@@,000 Class A common shares.
Preferred Stock Series

Each share of Series | Preferred Stock is converdbany time, at the option of the holder, iftattnumber of shares of Class A Comi
Stock equal to the $10,000 divided by $5.00 (therits | Conversion Price”)The Series | Conversion Price is subject to adjastrfor certai
events, including the payment of a dividend payableapital stock of the Company, any stock splitnbination, or reclassification and cer
issuances of Class A Common Stock or securitiesaxtible into or exercisable for Class A CommoncRtat a price per share or conver:
price less than the then applicable Series | CawerPrice. In the event of certain corporate geanincluding any consolidation or merge
which the Company is not the surviving entity, sateransfer of all or substantially all of the Cpamy’s assets, certain share exchange:
certain distributions of property or assets tohb#lers of Class A Common Stock, the holders of3bges | Preferred Stock have the rigt
receive upon conversion, in lieu of shares of Cla¥Sommon Stock otherwise issuable, such securéieor other property as would h
been issued or payable as a result of such cogatatnge with respect to or in exchange for thessCl Common Stock issuable uj
conversion of the Series | Preferred Stock. Initaald if on November 7, 2009 the Series | ConwansPrice then in effect is higher than
current market price of the CompasyClass A Common Stock, then the Series | ConverBiice shall be reduced to such current m
price (provided that the current market price shalter be less than $0.01). If on July 15, 201y sivare of Series | Preferred Stock rem
outstanding and a registration statement coveffiregrésale of all of the Class A Common Stock uryitegl the Series | Preferred Stocl
effective and has been effective for 90 days gn@uch date, the Company must convert each sligine Series | Preferred Stock into Clas
Common at the then applicable Conversion Price.

If the Conversion Price is reduced below $1.50 essalt of an adjustment on November 7, 2009, tben@any may, within ten (10) days a
November 7, 2009 elect to redeem all, but nottleas all, of the outstanding Series | PreferrectiStyy paying cash in exchange for each ¢
to be redeemed in an amount equal to 150% of #tedsvalue, less all dividends paid thereon.

So long as there is an aggregate of not less tB8nsBares of Series | Preferred Stock and Seri@selferred Stock issued and outstan
(subject to appropriate adjustment for any stodk, sgiock dividend combination or other similareex with respect to the Series | Prefe
Stock), the majority of the holders of Series IfBneed Stock, voting exclusively as a separatesctaxl with each share of Series | Prefe
Stock entitled to one vote, shall have the rigidminate and elect two of the members of the Bo&firectors of the Corporation.

On September 30, 2008, the Company issued 400ssbéits Series | Convertible Preferred Stock (i€ Preferred Stock”and a warral
agreement to acquire 45,000,000 shares of the Quyigp€&lass A Common Stock, exercisable for five (Srgeat an exercise price of $0.:
for an aggregate cash purchase price of $4,000,88Ghe holders of the warrants have the abilityder certain circumstances, to require
settlement these warrants are liabilities in acancg with SFAS 150Accounting for Certain Financial Instruments witha&acteristics of bot
Liabilities and Equity(“"SFAS 150”). The fair value of the warrants watedmined by a third—party valuation specialistdobspon the Black-



Scholes-Merton Option Pricing Model.
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At issuance, the fair value of the warrants wascalled to the warrants and the residual value 50 $®0 was allocated to the preferred stock.
At September 30, 2008, the fair value of these avasris $3,150,000. See Note 10 for additionaMalue disclosure information.

In the event certain circumstances require cagteseint of these warrants, the warrant agreementiges for a specific pricing method ¢
assumptions which can result in a different setlenvalue than the fair value at which the Complaay recorded the warrants on the Bal
Sheet. The aggregate settlement value, if settiemere to occur on September 30, 2008, as caémlilat accordance with the warr
agreements was $4,050,000.

As of September 30, 2008, 400 shares Series |iPedf&tock were outstanding and convertible int®,800 Class A common shares.
NOTE 8 — COMMON STOCK

The Company has authorized one billion three huhdiety million (1,360,000,000) Class A Common &saand one hundred twenty mill
(120,000,000) Class B common shares. On all nsateguired by law to be submitted to a vote ofttbklers of common stock, each shar
Class A Common Stock is entitled to one vote pareshand each share of Class B Common Stock igeehtd five votes.

During the nine month period ended September 308 2¢arious shareholders converted 25,688,920 studr€lass B common shares to C
A common shares. As of September 30, 2008, 1,8238ass B Common shares were outstanding.

NOTE 9 —- WARRANTS AND SHARE-BASED AWARDS
Warrants

During the three and nine months ended Septembef@B, the Company issued warrants to purchasaggregate of 45,100,000 ¢
163,293,217 shares of common stock, respectivBlyring the three and nine months ended Septembef@W7, 75,000 and 9,700,(
warrants were issued, respectively. At Septembge308, there were 182,852,717 and 7,965,000 miarrutstanding to purchase Class A
Class B common stock, respectively, exercisabl@gting prices through 2013.

Certain of these warrants are liability instrumestied in conjunction with preferred stock andwestible promissory notes. These warr
are classified as liability instruments becausejenncertain conditions, the holders may requirehcssttlement. At September 30, 2(
159,768,217 warrants were classified as liabilitis® warrants were classified as liabilities acBaber 31, 2007. The remaining warrant:
compensatory warrants, issued to employees andsdthexchange for services.

The following table summarizes this warrant activit

Class A Warrants
Nine Months Ended September 30

2008 2007

Weighted Weighted

Average Average
Warrants Exercise Price  Warrants Exercise Pric
Warrants outstanding, beginning of period 20,452,85 $ 0.3¢ 7,747,000 $ 0.27
Warrants issued 163,293,21 0.3¢ 9,700,00! 0.1z
Warrants cancelled or expired (193,35() 0.07 (583,400 0.2t
Warrants exercised (700,000 0.17 (3,272,000 0.01
Warrants outstanding, end of period 182,852,71 $ 0.37 13,591,60 $ 0.2

Class B Warrants
Nine Months Ended September 30

2008 2007
Weighted Weighted
Average Average
Warrants Exercise Price  Warrants Exercise Pric
Warrants outstanding, beginning of period 7,965,000 $ 0.44 4,100,000 $ 0.0¢

Warrants issued - - - R



Warrants cancelled or expired - - - -
Warrants exercised - - - -

Warrants outstanding, end of period 7,965,000 $ 0.44 4,100,000 $ 0.0¢
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The following table summarizes the status of wasautstanding at September 30, 2008:

Outstanding and Exercisable Warrants

Exercise Pric Number of Weighted
Warrants Average
Remaining
Contractual Life
in Years
$ 0.0 659,5C 1.92
$ 0.0 6,000,0C 3.49
$ 0.1 350,0C 2.57
$ 0.1 200,0C 0.80
$ 0.1 1,800,0C 1.66
$ 0.3 3,700,0C 3.48
$ 0.3 50,0C 3.96
$ 0.3 100,0C 4.77
$ 0.37 159,368,21 4.69
$ 0.3 1,000,0C 4.70
$ 0.3 200,0C 4.32
$ 0.4 1,250,0C 2.50
$ 0.5 13,465,0C 4.18
$ 0.6 825,0C 4.34
$ 0.9 25,0C 4.50
$ 1.0 500,0C 4.50
$ 1.2 25,0C 4.50
$ 1.2 1,300,0C 1.28

190,817,71

As of September 30, 2008, there was $1,371,838taf tinrecognized compensation cost related tovasted warrants that is expected t
recognized over a weighted-average period of oae yiéhe intrinsic value of warrants exercised dyitime ninemonth period ended Septem
30, 2008 and September 30, 2007 was $144,000 a@2@%480, respectively. The market value of waramsted as of September 30, z
was $37,528,543. The weighted average exercise pfisarrants granted during the nine-month peeioded September 30, 2008 was $0.38.

During the three and nine-months ended Septemhe&(BB and September 30, 2007, stock-based contfmmseacognized relating to the
issuance of warrants to employees and consulteagsb®20,042, $699,336, $23,500, and $1,261,000ectgely. Compensation expense was
determined using the Black-Scholes Option Modehwitvolatility ranging between 175% and 245%, k fiise interest rate ranging between
2.78% and 4.52% , a life of five years and a zévadnd rate.
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Stock Awards Issued

The following table details the stock awards thatevgranted and issued during the nine months e&dptember 30, 2008 and Septembe
2007 for various purposes, such as employment cosapien and for goods and services. The Compsastpck awards consist of Class A
Class B Common Stock. The grant date fair valubaised on the share price as of the award datethEathree and nine months en
September 30, 2008, $445,000 and $1,170,750, résggc of sharebased compensation was recognized within the Seatero
Operations. For the three and nine month peria#e@September 30, 2007, $53,600 and $3,311,5(ik:a¢ely, of shardased compensati
was recognized within the Statement of Operations.

Grant Date
Fair
Value of
Number of Stock
Award Date Award Type Shares Awards
2008

3/3/2008 Class A Common 25,000 $ 12,00(
4/1/2008 Class A Common 1,000,001 450,00(
6/1/2008 Class A Common 400,00( 160,00(
6/2/2008 Class A Common 50,00( 20,50(
5/14/2008 Class A Common 225,00( 83,25(
7/8/2008 Class A Common 200,00( 68,00(
8/25/2008 Class A Common 500,00( 145,00(
8/25/2008 Class A Common 50,00( 14,50(
8/25/2008 Class A Common 50,00( 14,50(
8/25/2008 Class A Common 50,00( 14,50(
8/25/2008 Class A Common 50,00( 14,50(
8/29/2008 Class A Common 600,00( 174,00(

3,200,000 $ 1,170,75!

2007

1/15/2007 Class A Common 3,000,000 $ 105,00(
1/31/2007 Class B Common 20,500,00 3,075,001
4/12/2007 Class A Common 60,00( 17,90(
6/27/2007 Class A Common 200,00( 60,00(
9/1/2007 Class A Common 35,00( 12,60(
9/27/2007 Class A Common 100,00( 41,00(

23,895,000 $ 3,311,50i

Stock-Based Compensation Expense

For the three and nine months ended Septembei088, &hd 2007, the Company recognized stoaked compensation expense, including
expense related to compensatory warrants and expelated to share awards, within the Stateme@ipafrations as follows:

Three Months Ended Nine Months Ended
September 30, September 30,
2008 2007 2008 2007
Stock-based compensation:
Professional fees $ 556,26+ $ 64,50( $ 1,481,66 $ 599,90(
Payroll and employee benefits 208,77t 12,60( 388,42, 3,972,60!
Total $ 765,04. $ 77,10C $ 1,870,08 $ 4,572,50
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NOTE 10 — ASSETS AND LIABILITIES MEASURED AT FAIR V ALUE

Recurring Fair Value Measuremer

Financial instruments which are measured at estihtir value in the consolidated financial statateenclude certain redeemable and ¢
non-compensatory warrants. The fair value of theagants was determined by an independent valuagecialist using the Black-Scholes-
Merton Option Pricing method.

Liabilities measured at estimated fair value or@urring basis and their corresponding fair valieeanchy are summarized as follows:

September 30, 2008
Fair Value Measurements at Reporting Date Using

Significant
Unobservable
Inputs Total
(Level 3) Fair Value
Reedemable warrants $ 11,155,77 $ 11,155,77
Non-compensatory warrants 4,00( 4,00(
Total liabilities $ 11,159,77. $ 11,159,77

The Company has categorized its assets and liabiliteasured at fair value into the thieeel fair value hierarchy, as defined in Note 2séx
upon the priority of inputs to respective valuati@echniques. Liabilities included within level 3 the fair value hierarchy presented in
preceding table include: (1) warrant instrumentsciv contain redemption provisions which under aertcircumstances may require ¢
settlement and (2) certain neompensatory warrants. The valuation methodolags @ combination of observable and unobservapigsrir
calculating fair value.

The changes in level 3 liabilities measured at\alue on a recurring basis are summarized asaslio

Fair Value Measurements
Using Significant Unobservable Unputs

(Level 3)
Warrants
(Gain) or
Loss
Recognized Balance
Reclassificatior in Earnings
Balance of From End
Beginning of  Warrants as Change in of
Period Liabilities Issuance Fair Value Period
For the Nine Months Ended September 30, 2008
Redeemable warrants $ - $ - $ 28,404,41 $(17,248,64) $ 11,155,77
Non-compensatory warrants - 44,00( - (40,000 4,00(
Total $ - $ 44,000 $ 28,404,41 $(17,288,64) $ 11,159,77
For the Three Months Ended September 30, 2008
Redeemable warrants $ 19,44259 $ - $ 3,150,000 $ (11,436,82) $ 11,155,77
Non-compensatory warrants 16,000.01 - - (12,000 4,00(
Total $ 19,45859 $ - $ 3,150,000 $(11,448,82) $ 11,159,77

For the three and nine months ended Septembel088, Btal unrealized gains of $11,448,822 and 3@ 14, respectively, are included in
earnings in the Statement of Operations captioraf@e in fair value of redeemable warrants.” Urzedl gains for the nine months ended
September 30, 2008 are net of losses on initiahisse of warrants of $14,750,000.
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Nonrecurring Fair Value Measuremer

The following table presents the assets and ligslicarried on the balance sheet by level withafair value hieararchy as of Septembe
2008 for which a nonrecurring change in fair vahas been recorded during the three and nine menttesd September 30, 2008:

Fair Value Significant
at Unobservable Total
September
30, Inputs Gains
2008 (Level 3) (Losses)

$ 6,40860. $ 6,408,60. $ (3,597,54)
3,645,46. 3,64546.  (11,711,40)
$ 10,054,06 $ 10,054,06 $ (15,308,94)

In accordance with SFAS 142, goodwill and otheangiible assets with carrying amounts of $10,006dm¥ $15,356,861, respectively, w
written down to their fair values of $6,408,603 &81645,461, respectively, resulting in impairmenarges of $3,597,544 and $11,711,
respectively. The market approach was used tmasti fair value of goodwill and other intangiblesets. This valuation technique utilize
significant number of unobservable inputs.

NOTE 11 - RELATED PARTY TRANSACTIONS

During the nine month period ending September 8082 LifeGuard marketed a membership product witidltenses from DirectMed,
company 33% owned by the President of LifeGualdfeGuard pays DirectMed a branding fee based anribmber of membersh
sold. During the nine month period ended Septen39er2008, LifeGuard paid DirectMed $377,504 in liag fees. Accounts payable
September 30, 2008 associated with DirectMed wév8 £35.

At September 30, 2008, the Company had notes payataling $18,592 due to LifeGuard Marketing Cogtion, a company 50% owned
the President of LifeGuard. This note is non-iesttbearing.

As part of the acquisition agreement between thm@my and JRM, the Company assumed $287,143 afitleg of which $159,536 ar
$69,240 represent personal credit card balancebasidess credit lines, respectively. The Compaitiycantinue to pay the monthly requit
payments for 18 months and will continue to do fsthé 18month minimum sales target of JRM is met. Theiliiids are personal
guaranteed by two of the Senior Vice Presidenth®fJRM Division and are recorded within the Conypamotes and loans payable cate
of the balance sheet. As of September 30, 20@8ukstanding balance of these personal crediseard business credit lines was $207,167.

The Company and its new Chief Executive Officereesd into a promissory note in the amount of $500,0ayable to the Chief Execut
Officer on August 15, 2008. The promissory notarbénterest at 6% and is payable upon demandSe&ptember 9, 2008, the Company
the promissory note with accrued interest of $2,137

On September 25, 2008, the Company and its newf Eiecutive Officer entered into a second promigswoote in the amount of $500,(
payable to the Chief Executive Officer. The prasniy note bears interest at 6% and is payable dpamand. As of September 30, 2008
principal balance remains outstanding and the compas recorded accrued interest expense of $411.

NOTE 12 — SUBSEQUENT EVENTS

On October 3, 2008, the Company received a natiexércise 2,000,000 warrants at an exercise pfi§@.025. Total proceeds received v
$50,000.

On October 6, 2008, the Company issued 200 shdr&enies | Preferred Stock with a warrant to puseh@2,500,000 shares of Clas
Common Stock at an exercise price of $0.375 fad@2000 (see Note 7).

Effective October 14, 2008, Clark A. Marcus resigifirdm his position as Chairman and member oBbard of Directors of the Company.

On October 20, 2008, the Company and its Chief &tkee Officer entered into a promissory note pagatol the Chief Executive Officer 1
$300,000. The promissory note bears interest aabdds payable upon demand.



On November 3, 2008, the former Secretary to ther@of Directors notified the Company of his requesconvert 1,573,882 shares of C
B Common Stock to an equal number of shares ofsGdaSommon Stock.

On November 6, 2008, the Company received $2,500¢30funding from its primary stockholder. Terms the funding have yet to
determined.

Effective December 17, 2008, Jay Shaffer resigmech fhis position as President of the Company ang Borberg was appointed as
replacement.
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Item 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FI NANCIAL CONDITION AND RESULTS OF OPERATIONS

SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

Information contained in this discussion, othemthéstorical information, is considered “forwardldng statements” that are subject to risks
and uncertainties. These forward-looking statesgriude information about possible or assumeudréutesults of our business, financial
condition, liquidity, results of operations, plaarsd objectives including, without limitation, statents about the Company’s ability to continue
operations through September 2009, the liabilitthef Company for claims made in pending litigatiplans for future products, strengthening
our relationship with our various sales organizaicur marketing intentions, our anticipated prtsluefforts to expand distribution channels,
Zurvita’'s anticipated growth in sales and margarg] our ability to achieve profitability. In somases, you may identify forward-looking
statements by words such as “may,” “should,” “gldmtend,” “potential,” “continue,” “believe,” “epect,” “predict,” “anticipate” and
“estimate,” the negative of these words or othengarable words. These statements are only pred&tiOne should not place undue reliance
on these forward-looking statements. The forwamking statements are qualified by their terms anitviportant factors, many of which are
outside the Company’s control, involve a numberisKs, uncertainties and other factors that coalase actual results and events to differ
materially from the statements made. The forwaaking statements are based on the Company’s §elisfumptions and expectations of our
future performance, taking into account informattamrently available to the Company. These beliésumptions and expectations can
change as a result of many possible events orrfiadteluding those events and factors describéRisk Factors” in the Company’s Annual
Report on Form 10-KSB for the year ended DecemibeRB07 filed with the Securities and Exchange Cassion on April 15, 2008 (the

“2007 Annual Report”), not all of which are knowmthe Company. If a change occurs, the Companysibss, financial condition, liquidity
and results of operations may vary materially fitbwse expressed in the aforementioned forvaotting statements. The Company will upc
this forward-looking information only to the extemequired under applicable securities laws. Neithe Company nor any other person
assumes responsibility for the accuracy or compée of these forward-looking statements.

The following discussion and analysis should bed reaconjunction with the consolidated financiahteinents and notes thereto, and «
financial information included elsewhere in thigRal0-Q.

Introductory Overview

The Amacore Group, Inc. (Amacore or the Companypehims, designs and distributes heaktlated membership benefit programs, insur
programs, and other healthcare solutions, primdhitpugh its whollyewned subsidiary, LifeGuard Benefit Services, IfigfeGuard). Th
Company’s products include discount benefit programmd limitedmedical benefit products such as hearing, dentad, w&sion amon
others. The components of these product offerirgresent both Compameveloped products as well products marketed thn
arrangements with other vendors. Additionally, @@mpany utilizes its distribution network to markertain non healthelated products al
services.

STRATEGIC INITIATIVES

In January, 2007, we entered into lalegm employment agreements with Mr. Jay Shafer, ftmmer president of Protective Market
Enterprises, Inc. (“PME")and Mr. Guy Norberg, the former vice presidentales and marketing of PME. We also entered intagrieemet
employing Mr. William Heneghan, former vice presitief operations for Innovative HealthCare Benefite., which had a close relations
with PME. Mr. Shafer now serves as our Chief Ex@euOfficer, Mr. Norberg serves as our Presidert Blr. Heneghan serves as our Dire
of Operations. Along with the hiring of Messrs. &imta Norberg and Heneghan, we have also hired atteff members to support «
expanding programs and opened a second officeOwamdo, Florida.

During 2007, we concentrated our efforts on devielp@ wide range of both discount and insured pectsluWe contracted with a numbe
distribution channels experienced not only in tlade sof the types of products designed by us, bst alith the networks forming t
components of our new product line. As a result,hage now positioned ourselves to provide not ongyon programs, but also disco
medical doctor visit programs, hospital savingsgpams, dental programs, hearing programs, chirtipracograms, pharmacy programs
emergency informational system called Contact 9afigterm care programs, travel emergency medical catk savings on alternati
medicine, vitamins and nutritional supplements. 8@rogram features include access to a 24-houerhgtine, 24hour counseling, a servi
which can have medical histories delivered to madiervice providers around the world and the ses/of a personal patient advocate.
are also in a position to market limited medicalemnity and accident group insurance programsdttitian, we added a network produc
state-licensed, primary care physicians that diagnmutine, nommergency, medical problems and recommend treatiueshtprescrit
medication with a phone call called TelaDoc. Fertiwe have also added Global MedNet, a programdis&ibutes personal medical recc
worldwide in the event of an emergency medicalisris
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We contracted with Chase Paymentech Solutions, (IRaymentech”), who is one of the workdlargest merchant acquirers accej
payments at the point of sale. During the sam®gewe simultaneously worked on developing varielestronic systems necessary not
for the sale of our products, but also for the kinag of our revenue and payment of commissionsuosales agents on a weekly basis —
payment schedule we believe is unique to the hemi¢hindustry. Management believes that this tfppayment schedule will significan
strengthen our relationships with our various salg@nizations. On May 1, 2008, we completed #neetbpment of The Amacore Gateway
transactions that include direct response, callereand web enrollment integrating commerce engioesdirect lease line to Paymentech
commission reconciliation for the benefit of our rketing partners. Further, this development allowsdto transition existing Compe
business to a monthly renewal model.

We also entered into a strategic development agraenwith Bridgeport, Connecticltased OPTIMUS Solutions Consulting, L
(OPTIMUS), as part of our continuing strategiciative to expand healthcare services distributioanmels. OPTIMUS has fully integrated
development of our back office system with the QRUS call center marketing system and they laundh&dlicensed call centers (contain
licensed representatives able to sell insuranceuats) that began to produce sales in the secoadeguof 2008. With the developm
complete, the focus now will be on expanding disttion through additional call center relationshipsier OPTIMUS’s management.

On August 31, 2007, we acquired JRM Benefits Cdaatd, LLC (“JRM”) a terseat inbound telemarketing call center with addaiocager
distribution channels available to it. On OctoBer2007, we acquired LifeGuard Benefit Services, IfiLifeGuard”), which brought us &
additional 52 inbound telemarketing seats. Lifedualso provides us with additional agent distiiditchannels and an array of additic
companyewned products complementary to those productad@reither owned or otherwise being marketed bylLifeGuard also providt
us with an established vertical administrative ttetdc system capable of tracking distribution esalulfilment, commission payments an
patient advocacy program unique in the healthaatestry.

In January 2008, the Company formed a wholly-owsebsidiary, Zurvita, Inc. (“Zurvita”){o establish a multilevel marketing distribut
channel to deliver products to the consumer diyecflurvita hired Mark Jarvis as its President.rdtlgh Zurvita, the Company has an ac
distribution channel to market its existing andufetproducts. The Company is currently workingdemeloping and/or securing new prodt
including products developed both internally andHiyd parties, to market through Zurvita.

On April 1, 2008, we acquired another distributeiannel, US Health Benefits Group (USHBG), a fégat, inbound telemarketing call ce
that engages in the marketing of association meshifgprograms and health insurance plans to indalgand families throughout the Uni
States. USHBG is comprised of three companies:. Healthcare Plans, Inc. a health benefit discouentketing company, On The Phone, |
a consulting company and US Health Benefits Gréup, a health benefit plan marketing company. USHBarkets LifeGuard’ products thi
are DirectMed branded. Since USHBG is a profitaiterprise on a staradene basis and exclusively sells Direct Med, ttgugsition not onl
afforded another distribution channel but proviftescost savings on a consolidated basis as conongsgaid from LifeGuard to USHBG ¢
eliminated.

In August 2008, the Company underwent a restrunjuaf its executive team and Board of Directors part of this restructuring, Clark
Marcus, Giuseppi Crisafi and Dr. Jerry Katzmangesd as Chief Executive Officer, Chief FinanciaffiGfr and Chief Medical Office
respectively, and as members of our Board of Darsct In addition, Dr. Arnold Finestone, Dr. WillilaKoch, Sharon Kay Ray and Arthur Yt
resigned as members of our Board of Directors. Stagfer and G. Scott Smith were appointed as Gwetutive Officer and Interim Chi
Financial Officer, respectively, and Guy Norberfpa8 Stastney and Chris Phillips were appointed asimers of the Board of Directors.
December 2008, Mr. Shafer resigned as PresidentGarydNorberg was appointed as his replacement. Slafer continues to serve as
Chief Executive Officer.

Mr. Stastney is the Chief Operating Officer and tHe& Research for Vicis Capital, LLC and Mr. Plgliis a Managing Director of Vic
Capital, LLC. Vicis Captial, LLC's affiliate, Via Capital Master Fund, holds virtually all of ther@panys outstanding preferred stock ar
significant number of shares of Company commonkstoc

The Company remains focused its efforts on botldgeband business development to grow revenue taith grofitability. Management
also focused on controlling costs through increasedisidiary integration which includes the elimioat of duplicative functions with
affiliated subsidiaries and centralizing certaindtions common to both Amacore and its subsidiaries

RESULTS OF OPERATIONS

Revenue:

Total revenue was $8,552,653 and $21,239,593 fertlinee and nine months ended September 30, 2008)ceease of approximats

$8,337,648 and $20,432,131 from total revenue a6FI5 and $807,462 for the respective periodDBV2 New product offerings, growth
the Companys membership base as well as the acquisitionsfeGluard, JRM and USHBG, which occurred in Septen20ér7, October 20(



and April 2008, respectively, contributed to thgnéficant increase in revenue earned during theettand nine months ended Septembe
2008 compared to the corresponding prior year gderieevenue from these acquisitions accounted ¥@r857,367 or 84% of total revenue
the nine month period ended September 30, 2008aaadunted for $6,900,947 or 81% of total revenuettie three month period enc
September 30, 2008. A reserve for estimated safends of $1,532,462 has been included in memiefshs as of September 30, 2008.
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Cost of Sales:

For the three and nine months ended Septembel088, 2ost of sales was $5,971,008 and $15,252 @®pared to $131,621 and $565,54(
the three and nine months ended September 30, 2B0i7 the three months ended September 30, 20085 sammissions accounted
$4,577,399 or 77% of cost of sales compared to $231or 100% for the three months ended Septenthe2®7. For the nine months en
September 30, 2008, sales commissions accountekll 949,551 or 72% of cost of sales compared & $80 or 100% for the nine mon
ended September 30, 2007. The overall increaseshof sales as well as the sales commission coem@f cost of sales is directly relate
the increase in the Company’s revenue.

For the three and nine months ended September(®®B, 2nedical benefit cost accounted for $1,393,6023% and $4,303,312 or 2¢
respectively, compared to $0 or 0% for the threg mine months ended September 30, 2007. The seli@amedical benefit cost is direc
related to the sales of products in 2008 that é¢ortanedical benefit cost component.

Gross Profit Percentage:

The Companys gross profit percentage (gross profit dividedtdital revenue) was 30% and 28% for the three and mionth periods end
September 30, 2008, respectively, compared to 389@38% for the three and nine month periods endgdetber 30, 2007. The decrea:
attributable to an increase in commisshmased sales incentives, product sales mix anddaeerkvolume of products with a medical benefit
component.

Operating Expenses:

Our operating expenses for the three and nine mpetinds ended September 30, 2008 were $24,64&56d1$37,469,963, respectively,
compared to $1,311,807 and $7,433,716 for the hneélenine month periods ended September 30, 2007.

The table below sets forth components of our opegagxpenses for the three and nine months endptei@ber, 2008 compared to
corresponding prior year periods:

Three Months Ended September 30, Nine Months Ended September 30,
Increase Increase
2008 2007 (Decrease) 2008 2007 (Decrease)

Depreciation $ 100,03t $ 2,748 $ 97,29. % 225,93¢ $ 7,181 $ 218,75¢
Amortization 1,001,14: - 1,001,14 2,725,83. - 2,725,83
Office related expenses 602,27 128,56! 473,70t 1,427,701 290,14 1,137,56:
Professional fees 1,583,48! 240,14! 1,343,341 2,141,09 2,337,95! (196,85
Payroll and benefits 2,299,55! 683,41¢ 1,616,13 6,500,66! 4,208,35! 2,292,301
Travel 401,93! 123,82¢ 278,10° 1,024,04. 350,23: 673,81(
Selling and marketing 3,351,14: 133,10! 3,218,03 8,115,73 239,85( 7,875,88
Impairment loss on goodwill

and other intangible assets 15,308,94 - 15,308,94 15,308,94 - 15,308,94
Total operating expenses $ 2464851 $ 1,311,80 $ 23,336,70 $ 37,469,996 $ 7,433,711 $ 30,036,24

Depreciation and amortization expense, which ispaed on a straight-line method over the assedtimated lives, for the three and
months ended September 30, 2008, was $1,101,17823881,733, respectively, an increase of $1,088a11 $2,944,592 over the same |
year period due to the inclusion of amortizatiorthe fair value of intangible assets with finiteel§ purchased in the LifeGuard and USF
acquisitions.

Office related costs include rent, insurance, tig8i and office maintenance. For the three montiogeended September 30, 2008, said «
were $142,734, $20,389, $194,537 and $244,611¢ectsply. For the nine months ended September2808, said costs were $368,2
$62,084 $416,936 and $580,406, respectively. mbeease of $473,706 and $1,137,563 for the thmdenane month periods ended Septer
30, 2008 is a result of rent and significant telaph costs associated with subsidiaries that weggil@d subsequent to September 30, 2
These subsidiaries contain call center operationsdlling products and/or handling customer servic

Professional fees consist of consulting, accountg®s, contract labor, legal costs and litigatioeraals. For the three month period er



September 30, 2008, said costs were $919,937, #1B1$180,037 and $351,720. For the nine montbse®eptember 30, 2008, said c
were $1,121,178, $696,282, $333,797 and $(1,01],1E8pectively. The increase of $1,343,340 far tree months ended Septembe
2008 is attributable to significant legal costsumed by the Zurvita and Corporate divisions dutiihgt quarter. Professional fees year to
include the effects of reversing a litigation coggncy of $2,707,402 during the second quarter ess@lt of a favorable legal settlem:
Excluding the effects of the litigation continggnceversal in the second quarter, professional feeseased for the nine months en
September 30, 2008, $2,510,548 as a result of fegalincurred for defending the Company in varilitigation matters as well as audit f
incurred for the recent acquisition of USHBG.
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Payroll and related expenses for the three andmingths ended September 30, 2008 were $2,299,5566500,665, respectively, an incre
of $1,616,137 and $2,292,306 over the same priar periods. Payroll and benefits have increasedrasult of Company expansion and re
acquisitions.

Business travel expenses for the three and ninghe@nded September 30, 2008 were $401,935 an@45041, respectively, an increast
$278,107 and $673,810 over the same period priar geriods. The increase resulted mainly from tafdil travel required in negotiati
contracts for the Compars/hew programs, promoting additional sales, actipiisi and completing the financings that occurredrd) the nin
months ended September 30, 2008.

Selling and marketing expense for the three ané mionths ended September 30, 2008 were $3,351/1d2& 115,736 respectively,
increase of $3,218,037 and $7,875,886 over the gaie year periods. The acquired operations ofJRifeGuard and USHBG ha
contributed to the significant increase in sellargl marketing expense. In addition, significaatlleost that did not result in billable sales
incurred with direct marketers of the CompanyifeGuard Health Options product as well as saleentives. Commissions paid to dil
response marketers that billable sales are cathiand then amortized to cost of sales over thea&d membership life while commissi
paid on leads that do not result in billable saes expensed in the period in which paid as theneoi probable future economic ber
associated with these costs.

Based on the Comparsyimpairment tests and consideration of the curmedtexpected future market conditions, we detezththat goodwi
and certain intangible assets related to the JRfdEuard and USHBG reporting units were impaireddoordance with Statement of Finar
Accounting Standards (“SFAS”) 142, Goodwill and &thntangible Assets and the Company recorded mash;cpretax total impairmet
charges of $305,444, $9,084,800 and $5,918,70pectsely. The analysis was conducted by independalnation specialists. The decline
estimated fair values resulted from an analysighef current economic conditions, the Compangérformance to budget and the lc
estimated future cash flows. This loss is a nahdeansaction.

Other Income (Expense)
Interest expense:

Interest expense for the three and nine monthsdeBdptember 30, 2008 was $562,456 and $691,6 & atgely, compared to $59,485
$173,336, respectively, for the same period in 2067owth in the notes payable and unpaid accrueidehd balances of Preferred St
between the two comparable periods contributetidartcrease in interest expense.

Loss on conversion of note payable:

Loss on conversion of notes payable was $242,66&h&nine months ended September 30, 2008 whilgush loss was incurred during
nine months ended September 30, 2007.

Change in fair value of redeemable warrants:

Pursuant to FASB Statement No. 150, redeemableanarare recorded at fair value with changes iin fa value reflected in the Comparsy’
condensed consolidated statements of operationisthE three and nine months ended September 88, #fe gain on change in fair value
redeemable warrants was $11,448,822 and $2,538@ddectively, while no such gain or loss was iretiduring the three and nine mot
ended June 30, 2007. The gain is a hon cash i¢mffecting operating cash flows.

Net loss:

The Companys net loss amounted to $11,175,656 and $29,849¢8®%e three and nine months ended September(®I8 8s compared
$1,257,483 and $7,284,983 for the three and ninetimsoended September 30, 2007. Impairment of gdlodnd other intangible asse
significant business development efforts, significarofessional fees, payroll costs, business lreared sales and marketing costs t
contributed to the Company’s losses.

The LifeGuard, Zurvita and USHBG divisionget losses represent 52%, 8%, and 37% of the tahloss for the three month peri
respectively, and 49%, 12% and 25% of the totallag$ for the nine month period ended September2808. LifeGuards net loss
attributable to significant impairment of goodwalhd other intangible assets as well as signifitzad cost incurred that did not result in bille
sales related to its LifeGuard Health Options potddurvita’s net loss was mainly attributable to significaegdl costs incurred in seve
matters. USHBG division’s net loss resulted fragngicant impairment of goodwill and other intabtg assets.
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Preferred stock dividends and accretions:

Preferred stock dividends and accretions amourde$489,524 and $1,153,599 for the three and ninatimsoended September 30, 2
compared to $180,789 and $449,897 for the same@@ri2007. The increase from 2007 for all saidqas was due to additional prefer
stock issued by the Company during late fiscal 280d within the nine month period ended SeptemBeP308.

Loss per common share:

Loss per common share amounted to $0.08 and $0r2khe three and nine months ended September 88, 28spectively, compared to $C
and $0.08 for the three and nine months ended Ségie30, 2007.

OFF BALANCE SHEET ARRANGEMENTS

We do not have any off balance sheet arrangemerit$eptember 30, 2008.

LIQUIDITY AND CAPITAL RESOURCES

The following table compares our cash flows for tivee month period ended September 30, 2008 todtresponding prior fiscal year:

For the Nine Months Ended
September 31 September 3

2008 2007
Net cash used by operating activit $ (17,261,07) $ (3,046,82)
Net cash used by investing activit (1,423,45) (123,949
Net cash provided by financing activiti 17,065,28 5,177,70!
Net increase (decrease) in Ci $ (1,619,24) $ 2,006,92

Future minimum rental payments required under tbengany’s operating leases that have initial or iemg noncancelable lease terms
excess of one year on a fiscal year basis arellas/fo

2008 $ 153,17-
2009 459,80¢
2010 345,64¢
2011 258,45!
2012 138,44¢
Thereafter 440,73:

Future minimum payments under capital lease olitigaton a fiscal year basis are as follows (1)

2008 $ 10,03:
2009 40,93¢
2010 29,25!
2011 17,60¢
2012 6,66(

@ Does not include interest
Funds from operations are the anticipated souréalfid these commitments.

Since its inception, the Company has met its chpéads principally through sales of its equity alett securities, including sales of comt



stock upon the exercise of outstanding warrantshee used the proceeds from the exercise of wareantl our other sales of securities to
virtually all of the costs and expenses we havernmd over the past 12 years. These costs and sepéncluded operating expenses,
as salary expenses, professional fees, rent expemsk other general and administrative expenseustisd above, and the costs of ¢
discussed above to the extent such costs of sateg@ed our revenue. In addition, while the majaftthe consideration we paid in our rec
acquisitions consisted of the Company’s Class Aroomstock, cash consideration was also paid aop#re purchase price.
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We believe that without significant equity and delvestment from outside sources, the Companynwiflbe able to sustain its current planned
operations for the next 12 months. During 2008,@lompany has raised from an outside source $19300f equity funding. In order to
raise capital, the Company may sell additional qui convertible debt securities which would réguladditional dilution to our shareholders.
The issuance of additional debt would result inéased expenses and could subject us to covehmant®ay have the effect of restricting our
operations. We can provide no assurance thatiadditfinancing will be available in an amount or terms acceptable to us, if at all. If we are
unable to obtain additional funds when they aredadeor if such funds cannot be obtained on termsréble to us, we may be unable to
execute upon our business plan or pay our costgxgmehses as they are incurred, which could hawatarial, adverse effect on our business,
financial condition and results of operations.

Currently, the Company does not maintain a lineretlit or term loan with any commercial bank orestfinancial institution. The Company
has $1,320,042 of outstanding notes payable asmtESber 30, 2008

Item 3. Quantitative and Qualitative Disclosures Alout Market Risk
Not applicable

Item 4T. Controls and Procedures

Evaluation of Disclosure Controls and Procedures

Our management, with the participation of our ppat executive and principal financial officer, évated the effectiveness of our disclo:
controls and procedures (as defined in Rules 13a}ldnd 15dt5(e) under the Exchange Act) as of the end ofpvéod covered by tF
quarterly report on Form 1Q- Based on this evaluation, our principal exeeutind principal financial officer concluded thair alisclosur

controls and procedures are ineffective to endwakibformation we are required to disclose in repthat we file or submit under the Excha
Act (i) is recorded, processed, summarized andrtegavithin the time periods specified in SEC rudesl forms, and (ii) is accumulated

communicated to our management, including our prailcexecutive and principal financial officers, aspropriate to allow timely decisic
regarding required disclosure. Presently, ourldssoce controls and procedures are not designedquatiely to provide reasonable assur:
that such information is accumulated and commued# our management. This conclusion was basdbeomaterial weaknesses identi
with regard to internal controls over financial oejing, as described in the Company’s Annual Refoorthe year ended December 31, 2007.

There was no change in our internal control ovearfcial reporting that occurred during the quatterered by this Quarterly Report on Ft
10-Q that materially affected, or is reasonablglikto materially affect, our control over finaniciaporting.
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PART Il - OTHER INFORMATION

Item 1. Legal Proceedings

As of September 30, 2008, there were no materahgés in the Company’s legal proceedings as preWialisclosed in the Comparsy200°
Annual Report and Quarterly Reports for the perieaded March 31, 2008 (the “March 31 Quarterly R&pand June 30, 2008 (thdtne 3(
Quarterly Report”).Please refer to the 2007 Annual Report, the MarthQBarterly Report, and June 30 Quarterly Repartafiditiona
information regarding legal proceedingghe Company settled various matters during the mioaths ended September 30, 2008, nol
which were material to the Company.

Item 2. Unregistered Sales of Equity and Use of Pceeds

Item 3. Defaults Upon Senior Securities

The information set forth ilNote 6 — Notes and Loans Payaldethe financial statements contained in this repd incorporated herein
reference.

Approximately $686,500 of the notes in defaultdisin Note 6 — Notes and Loans Payabdethe financial statements contained in this rt
are held by investors who have been supporterheoCompany over the past years. The Company tieeirprocess of negotiating eithe
conversion to equity or debt restructuring.

Notes in default listed iNote 6 — Notes and Loans Payatiehe financial statements contained in this regotaling approximately $114,95
are currently in dispute by the Company. The Camggeelieves that these notes are not payable lsutdtained the notes on the balance sheet
at September 30, 2008 and will continue to do g such notes are legally extinguished.

Item 4. Submission of Matters to a Vote of Securitjdolders.

None

Iltem 5. Other Information.

None
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Iltem 6. Exhibits

(a) Exhibits:

3.1 Certificate of Designation of Series | Convaddi Preferred Stock filed with the Delaware Secyetaf State o
September 30, 2008 (incorporated by reference tubix3.1 to the Current Report on FornK8filed on September 3
2008).

10.1 Preferred Stock Purchase Agreement by andeleetthe Company and Vicis Capital Master Fund datgztember 3
2008 (incorporated by reference to Exhibit 10.1the Company’'s Form & filed with the Securities and Exchai
Commission on September 30, 2008).

10.2 Warrant Agreement by and between the Compamy \Acis Capital Master Fund dated September 3®M8
(incorporated by reference to Exhibit 10.2 to trempany’s Form & filed with the Securities and Exchange Commis
on September 30, 2008).

10.3 Registration Rights Agreement by and betwbeerompany and Vicis Capital Master Fund datedeselper 30, 20C
(incorporated by reference to Exhibit 10.3 to th@mrpany’s Form & filed with the Securities and Exchange Commis
on September 30, 2008).

10.4 Securities Purchase Agreement by and betweeiCompany and Vicis Capital Master Fund dated ent6, 200
(incorporated by reference to Exhibit 10.4 to ttempany’s Form & filed with the Securities and Exchange Commis
on October 6, 2008).

10.5 Warrant Agreement by and between the Compadyvicis Capital Master Fund dated October 6, 2(008orporate
by reference to Exhibit 10.5 to the Company’s F&4K filed with the Securities and Exchange CommissianOctober ¢
2008).

10.6 Registration Rights Agreement by and betwé&enQompany and Vicis Capital Master Fund dated l@xt6, 200
(incorporated by reference to Exhibit 10.6 to th@mpany’s Form & filed with the Securities and Exchange Commis
on October 6, 2008).

10.7 Separation Agreement, dated August 25, 2088yden The Amacore Group, Inc. and Clark A. Mar@usorporate
by reference to Exhibit 10.1 to the Company’s F&4K filed with the Securities and Exchange CommissianAugust 2¢
2008).

10.8 Consulting Agreement, dated August 25, 20@8yeen The Amacore Group, Inc. and Clark A. Mar@usorporate
by reference to Exhibit 10.2 to the Company’s F&4K filed with the Securities and Exchange CommisgianAugust 2¢
2008).

10.9 Separation Agreement, dated August 25, 2088yden The Amacore Group, Inc. and Giuseppe Crisaforporate
by reference to Exhibit 10.3 to the Company’s F&4K filed with the Securities and Exchange CommisgianAugust 2¢
2008).

10.10 Separation Agreement, dated August 25, 20@Byeen The Amacore Group, Inc. and Jerry Katzmdb.
(incorporated by reference to Exhibit 10.4 to trempany’s Form & filed with the Securities and Exchange Commis
on August 26, 2008).

31.1 Certification of Chief Executive Officer Puesu to Section 302 of the Sarbanes-Oxley Act 0f200
31.2 Certification of the Chief Financial OfficeuBuant to Section 302 of the Sarbanes-Oxley ADOP.

32.1 Certification of the Chief Executive Officand Chief Financial Officer Pursuant to Section 80éhe Sarbane®xley



Act of 2002.
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SIGNATURES

In accordance with Section 13 or 15(d) of the SiéesrExchange Act of 1934, the Company has cathiedeport to be signed on its behalf by
the undersigned, thereunto duly authorized.

Dated: December 22, 2008 [s/ Jay Shafer
Jay Shafer
Chief Executive Officer

Dated: December 22, 2008 /s/ Scott Smith
Scott Smith
Interim Chief Financial Officer

33




EXHIBIT INDEX

3.1 Certificate of Designation of Series | Convaddi Preferred Stock filed with the Delaware Secyetaf State o
September 30, 2008. (incorporated by referencextibi 3.1 to the Current Report on FornK8filed on September 3
2008).

10.1 Preferred Stock Purchase Agreement by andeleetthe Company and Vicis Capital Master Fund dSegatember 3
2008 (incorporated by reference to Exhibit 10.1the Company’s Form & filed with the Securities and Exchat
Commission on September 30, 2008).

10.2 Warrant Agreement by and between the Comparty \dcis Capital Master Fund dated September 3®M8
(incorporated by reference to Exhibit 10.2 to ttempany’s Form & filed with the Securities and Exchange Commis
on September 30, 2008).

10.3 Registration Rights Agreement by and betwbeerompany and Vicis Capital Master Fund datedeselper 30, 20C
(incorporated by reference to Exhibit 10.3 to th@mpany’s Form & filed with the Securities and Exchange Commis
on September 30, 2008).

10.4 Securities Purchase Agreement by and betweeiCompany and Vicis Capital Master Fund dated kent6, 200
(incorporated by reference to Exhibit 10.4 to th@mpany’s Form & filed with the Securities and Exchange Commis
on October 6, 2008).

10.5 Warrant Agreement by and between the Compadwicis Capital Master Fund dated October 6, 2(068orporate
by reference to Exhibit 10.5 to the Company’s F&4 filed with the Securities and Exchange CommissionOctober ¢
2008).

10.6 Registration Rights Agreement by and betwé&enQompany and Vicis Capital Master Fund dated l@xt6, 200
(incorporated by reference to Exhibit 10.6 to th@mpany’s Form & filed with the Securities and Exchange Commis
on October 6, 2008).

10.7 Separation Agreement, dated August 25, 2088vden The Amacore Group, Inc. and Clark A. Mar@usorporate
by reference to Exhibit 10.1 to the Company’s F&4K filed with the Securities and Exchange CommissianAugust 2¢
2008).

10.8 Consulting Agreement, dated August 25, 20@8yben The Amacore Group, Inc. and Clark A. Mar@usorporate
by reference to Exhibit 10.2 to the Company’s F&4 filed with the Securities and Exchange CommissianAugust 2¢
2008).

10.9 Separation Agreement, dated August 25, 2088yden The Amacore Group, Inc. and Giuseppe Crisaforporate
by reference to Exhibit 10.3 to the Company’s F&4K filed with the Securities and Exchange CommisgianAugust 2¢
2008).

10.10 Separation Agreement, dated August 25, 20@Byeen The Amacore Group, Inc. and Jerry Katzmdb.
(incorporated by reference to Exhibit 10.4 to trempany’s Form & filed with the Securities and Exchange Commis
on August 26, 2008).

31.1 Certification of Chief Executive Officer Puesu to Section 302 of the Sarbanes-Oxley Act 0f2200
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Exhibit 31.1
CERTIFICATION OF CHIEF EXECUTIVE OFFICER

PURSUANT TO
SECTION 13(a) OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
AS ADOPTED PURSUANT TO

SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Jay Shafer, certify that:
1. | have reviewed this Quarterly Report on Form 16fQhe Amacore Group, Inc.;

2. Based on my knowledge, this report does not comtajnuntrue statement of a material fact or ométéde a material fact necessary to
make the statements made, in light of the circunt&ts under which such statements were made, ntetamisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statement$ aéimer financial information included in this repdairly present in all material
respects the financial condition, results of operstand cash flows of the registrant as of, amgtf@ periods presented in this report;

4. The registrant’s other certifying officer and | aesponsible for establishing and maintaining disgte controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15(e))iatednal control over financial reporting (as defihin Exchange Act rules 13a-15(f)
and 15d-15(f)) for the registrant and have:

a) Designed such disclosure controls and proceduresused such disclosure controls and procedures tiesigned under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgibsidiaries, is made known to us
others within those entities, particularly durifg tperiod in which this report is being prepared;

b) Designed such internal control over financial réipgr, or caused such internal control over finaheaorting to be designed under
supervision, to provide reasonable assurance rigggifte reliability of financial reporting and tipeeparation of financial statements
for external purposes in accordance with geneealbepted accounting principles;

c) Evaluated the effectiveness of the registrant’sldgire controls and procedures and presentedsimethort our conclusions about the
effectiveness of the disclosure controls and prores] as of the end of the period covered by #psit based on such evaluation; and

d) Disclosed in this report any change in the regigtsanternal control over financial reporting thatcurred during the registrant’s most
recent fiscal quarter (the registrant’s fourth disguarter in the case of an annual report) thatnhaterially affected, or is reasonably
likely to materially affect, the registrant’s inted control over financial reporting; and

5. The registrans other certifying officer and | have disclosedsdmhon our most recent evaluation of internal @miver financial reportin
to the registrant’s auditors and the audit commitiethe registrant’s board of directors (or pesspearforming the equivalent functions):

a) All significant deficiencies and material weaknesiethe design or operation of internal contraéiofimancial reporting which are
reasonably likely to adversely affect the regisfeaability to record, process, summarize and refioancial information; and

b) Any fraud, whether or not material, that involveamagement or other employees who have a significdmin the registrand’interna
control over financial reporting.

Date: Decmber 22, 2008
[s/ Jay Shafer

Jay Shafer
Chief Executive Officer




Exhibit 31.2
CERTIFICATION OF THE PRINCIPAL FINANCIAL OFFICER
PURSUANT TO
SECTION 13(a) OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
AS ADOPTED PURSUANT TO
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002
I, Scott Smith, certify that:
1. | have reviewed this Quarterly Report on Form 10fQhe Amacore Group, Inc.;
2. Based on my knowledge, this report does not comaynuntrue statement of a material fact or om#itéde a material fact necessary to
make the statements made, in light of the circuntgtsi.under which such statements were made, nttamisg with respect to the period

covered by this report;

3. Based on my knowledge, the financial statementsofimer financial information included in this refpdairly present in all material
respects the financial condition, results of operetand cash flows of the registrant as of, amdtfe periods presented in this report;

4. The registrant’s other certifying officer and | aesponsible for establishing and maintaining disgte controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15(e))iatednal control over financial reporting (as definin Exchange Act rules 13a-15(f)
and 15d-15(f)) for the registrant and have:

a) Designed such disclosure controls and proceduresused such disclosure controls and procedures ¢esigned under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgibsidiaries, is made known to us
others within those entities, particularly duritg fperiod in which this report is being prepared;

b) Designed such internal control over financial réipgr, or caused such internal control over finahagaorting to be designed under
supervision, to provide reasonable assurance rieggitoe reliability of financial reporting and tipeeparation of financial statements
for external purposes in accordance with geneealepted accounting principles;

c) Evaluated the effectiveness of the registrant’sldiire controls and procedures and presentedsimgort our conclusions about the
effectiveness of the disclosure controls and proces] as of the end of the period covered by #psit based on such evaluation; and

d) Disclosed in this report any change in the regigtsanternal control over financial reporting thatcurred during the registrant’s most
recent fiscal quarter (the registrant’s fourth disguarter in the case of an annual report) thathaterially affected, or is reasonably
likely to materially affect, the registrant’s inted control over financial reporting; and

5. The registrans other certifying officer and | have disclosedsdxhon our most recent evaluation of internal @miver financial reportin
to the registrant’s auditors and the audit commitiEthe registrant’s board of directors (or pesspearforming the equivalent functions):

a) All significant deficiencies and material weaknesiethe design or operation of internal contraéiofimancial reporting which are
reasonably likely to adversely affect the regidfsaability to record, process, summarize and refioancial information; and

b) Any fraud, whether or not material, that involveamagement or other employees who have a significdain the registrand’interna
control over financial reporting.

Date: December 22, 2008
[s/ _Scott Smith

Scott Smith
Interim Chief Financial Officer




Exhibit 32.1

CERTIFICATION PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

(18 U.S.C. SECTION 1350)

Pursuant to section 906 of the Sarbanes-Oxley A2002 (subsections (a) and (b) of section 1358ptdr 63 of title 18, United States Code),
the undersigned officers of The Amacore Group,, la®elaware corporation (the “Company”), do hereéutify, to such officer’s knowledge,
that:

The Quarterly Report on Form 10-Q for the periodieg September 30, 2008 (the “Form 10-Q”) of therPany fully complies with the
requirements of Section 13(a) or 15(d) of the S&earExchange Act of 1934, and the informationtagred in the Form 10-Q fairly presents,
in all material respects, the financial conditiodaesults of operations of the Company.

Dated: December 22, 2008

Is/ Jay Shafer
Jay Shafer
Chief Executive Officer

Dated: December 22, 2008

[s/ Scott Smith
Scott Smith
Interim Chief Financial Officer




