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AXXESS PHARMA, INC. & SUBSIDIARIES 

CONSOLIDATED BALANCE SHEETS 
(Unaudited) 

    September 30, 2015     December 31, 2014   
ASSETS                 
Current Assets                 

Cash   $ -     $ 8,621   
Accounts receivable     10,451       20,277   
Inventory     91,350       163,257   
Prepaid expenses and other     1,331       10,419   

TOTAL CURRENT ASSETS     103,132       202,574   
INTANGIBLE ASSETS, Net     105,161       120,320   
TOTAL ASSETS   $ 208,293     $ 322,894   
LIABILITIES AND STOCKHOLDERS’ EQUITY                 
CURRENT LIABILITIES                 

Accounts payable and accrued liabilities   $ 874,741     $ 574,983   
Bank overdraft     86,060       -   
License fee payable     1,500,000       1,125,000   
Related party payable     1,044,481       1,055,045   
Convertible notes payable - net of original issue discount and 
warrant feature     789,901       98,411   
Notes payable     241,261       877,244   
Derivative liabilities     389,496       6,016,242   

TOTAL CURRENT LIABILITIES     4,925,940       9,746,925   
LONG-TERM LIABILITIES                 

License fee payable     3,500,000       3,875,000   
TOTAL LONG-TERM LIABILITIES     3,500,000       3,875,000   
TOTAL LIABILITIES     8,425,940       13,621,925   
STOCKHOLDERS’ EQUITY                 

Preferred stock  $0.0001 par value: 20,000,000 
Authorized shares: 20,000,0000 shares issued and outstanding     2,000       2,000   
Common Stock, $0.0001 par value: 150,000,000 and 100,000,000 
Authorized shares: 98,292,677 and 57,217,033 issued and 
outstanding shares at September 30, 2015 and December 31, 2014, 
respectively     9,830       5,672   
Common stock payable     -       322   
Additional paid-in capital     24,491,359       21,648,183   
Other comprehensive income (loss)     143,698       106,380   
Retained earnings     (32,864,534 )     (35,061,588 ) 

TOTAL STOCKHOLDERS’ DEFICIT     (8,217,647 )     (13,299,031 ) 
TOTAL LIABILITIES AND STOCKHOLDERS’ EQUITY   $ 208,293     $ 322,894   

  
The accompanying notes are an integral part of these consolidated financial statements. 
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AXXESS PHARMA, INC. & SUBSIDIARIES 

CONSOLIDATED STATEMENT OF OPERATIONS AND COMPREHENSIVE LOSS 
(Unaudited) 

  
    Three Months Ended September 30,     Nine months Ended September 30,   
    2015     2014     2015     2014   
SALES   $ 2,062     $ 9,280     $ 17,210     $ 55,462   
COST OF SALES     44,695       3,495       51,869       45,506   
GROSS PROFIT     (42,633 )      5,785       (34,659 )      9,956   
GENERAL & ADMINISTRATIVE 
EXPENSES                                 

Professional fees     43,088       10,202       97,356       132,214   
Office     17,289       29,508       61,481       121,569   
Stock based compensation     -       134,875       125,602       302,392   
Management fees     10,208       13,776       42,072       41,141   
Consulting     69,675       140,594       249,478       179,360   
Advertising     123,920       63,892       342,026       96,056   
Travel and related     12,044       47,549       49,121       94,107   
Royalty fees     25,057       20,000       63,807       62,643   
Amortization of license fee     5,053       1761       15,159       1,995   
Other     4,550       31,634       45,061       82,770   

      310,884       493,791       1,091,163       1,114,247   
NET LOSS FROM OPERATIONS     (353,517 )     (488,006 )     (1,125,822 )     (1,104,291 ) 
OTHER INCOME/(EXPENSE)                                 

Change in fair value of derivative 
liability     1,219,822       -       6,408,319       -   
Extinguishment of debt     (350,658 )     (972,000 )      (1,917,352 )     (972,000 ) 
Financing costs     (3,000 )      -       (13,800 )     -   
Loss on exchange of collateral for 
debt 

  
- 
   

(1,000,000 ) 
  

- 
   

(1,000,000 ) 
Amortization of warrant feature of 
convertible debenture     - 

 
    -       (59,679 )     -   

Financing costs penalties and 
liquidated damages     - 

 
    -       (171,257 )     -   

Foreign currency gain(loss)     3,865       30,351 
 

    27,737       44,314   
Interest expense     (218,589 )     (29,110 )     (951,092 )     (73,444 ) 

TOTAL OTHER ITEMS     651,440       (1,970,759 )     3,322,876 
 

    (2,001,130 ) 
NET INCOME (LOSS) 
BEFORE INCOME TAXES     297,923       (2,458,765 )     2,197,054       (3,105,421 ) 
INCOME TAX EXPENSE     -       -       -       -   
NET INCOME (LOSS)     297,923       (2,458,765 )     2,197,054       (3,105,421 ) 
OTHER COMPREHENSIVE 
INCOME     12,656       6,549 

 
    37,318       10,239   

NET INCOME (LOSS) & 
COMPREHENSIVE INCOME   $ 310,579     $ (2,452,216 )   $ 2,234,372     $ (3,095,182 ) 
Basic earnings per share   $ 0.00     $ (0.05 )   $ 0.03     $ (0.06 ) 
Diluted earnings per share   $ 0.00     $ (0.05 )   $ 0.01     $ (0.06 ) 
Weighted average basic shares 
outstanding     96,715,889       54,818,308       77,608,953       56,620,771   
Weighted average diluted shares 
outstanding     205,241,502       54,818,308       170,952,489       56,620,771   

  



The accompanying notes are an integral part of these consolidated financial statements. 
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AXXESS PHARMA, INC. & SUBSIDIARIES 

CONSOLIDATED STATEMENTS OF CASH FLOWS 
(Unaudited) 

    For the Nine months Ended September 30,   
    2015     2014   
OPERATING ACTIVITIES                 

Net Income (loss)   $ 2,197,054     $ (3,105,421 ) 
Adjustments to reconcile net income to net cash 
provided by operating activities:                 

Stock issued for services     123,069       302,392   
Amortization of license fee     15,159       1,995   
Loss on exchange of collateral for debt 

  
- 
   

1,000,000 
 Loss on exchange of debt to equity 

  
- 
   

972,000 
 Amortization of original issue discount     39,597       -   

Loss on write-off of obsolete inventory     38,261       -   
Amortization of debt discount recognized as 
interest expense     711,871       -   
Conversion of debt to equity     1,917,352       -   
Amortization of warrants issued in connection 
with notes payable     59,679       -   
Change in derivative liability     (6,408,319 )     -   
Debt financing cost - liquidated damages in 
equity and convertible debt     148,000       -   
Changes in operating assets and liabilities:                 

Accounts receivable     9,825       (15,861 ) 
Inventory     33,646       (165,985 ) 
Prepaid expenses and other assets     9,088       20,000   
Accounts payable & accrued liabilities 

  
299,731       126,404 

 Other     -       
 
  

Net cash (used) by operating activities     (805,987 )     (864,476 ) 
FINANCING ACTIVITIES                 

Issuance of common stock     -       740,690   
Bank overdraft     86,060       -   
Proceeds from notes payable, net of 
repayments     (131,140 )     178,806   
Proceeds from convertible notes payable     815,692       -   
Proceeds from notes payable, related party     (10,564 )     (15,072 )  

Net cash provided by financing activities     760,048       904,424   
Effect of foreign currency translation     37,318       10,237   
NET INCREASE IN CASH     (8,621 )     50,185   
CASH                 

Beginning of year     8,621       5,061   
End of year   $ -     $ 55,246   

SUPPLEMENTAL DISCLOSURE OF CASH 
FLOW INFORMATION                 

Income taxes paid   $ -     $ -   
Interest paid   $ -     $ -   

NON-CASH ACTIVITY                 
Conversion of debt to equity   $ 695,000     $ 972,000   
Loss on exchange of collateral for debt   $ -     $ 1,000,000   

  
The accompanying notes are an integral part of these consolidated financial statements. 
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AXXESS PHARMA, INC. & SUBSIDIARIES 

Notes to Consolidated Financial Statements 
September 30, 2015 and 2014 

(Unaudited) 
  

NOTE 1—THE COMPANY AND BASIS OF PRESENTATION 
  

Nature of operations 
  

Axxess Pharma, Inc. was incorporated in the state of Delaware on April 7, 1997 as CGI Communications Services 
Inc. On July 26, 2008, the Company amended its certificate of incorporation to change its name to Axxess Pharma, 
Inc. On December 6, 2012 the Company reincorporated in Nevada by merging into a newly formed Nevada entity 
with the name Axxess Pharma, Inc. The Company now operates as Axxess Pharma, Inc. with Axxess Pharma 
Canada, Inc. and Allstar Health Brands Inc. as its wholly owned subsidiaries. 

  
Axxess Pharma Canada, Inc. was incorporated under the Laws of the Province of Ontario. The Company is engaged 
in the acquisition of Drug Identification Numbers and the eventual sale of the related products. All Star Health 
Brands Inc. was incorporated on October 1, 2013 under the Laws of the Province of Ontario. The Company is 
engaged in the acquisition of Drug Identification Numbers and the eventual sale of the related products 

  
The consolidated financial statements included the results of Axxess Pharma Inc. Axxess Pharma Canada and its 
wholly owned subsidiary Allstar Health Brands Inc. All intercompany accounts have been eliminated during 
consolidation. 

  
NOTE 2—SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

  
Use of Estimates 

  
The preparation of financial statements in conformity with accounting principles generally accepted in the United 
States of America requires management to make estimates and assumptions that affect the reported amounts of 
assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the 
reported amounts of revenue and expenses during the reporting period. Actual results could differ from those 
estimates. 

  
The Company’s most significant areas of estimation and assumption are:  
 • determination of the appropriate amount and timing of markdowns to clear unproductive or slow-moving 

retail inventory and overall inventory obsolescence 
 • estimation of future cash flows used to assess the recoverability of long-lived assets 
 • estimation of estimated fair value of the equity instruments 

  
Cash and Cash Equivalents 

  
All short-term investments with original maturities of three months or less at date of purchase are considered cash 
equivalents. 

  
Concentrations of Credit Risk 

  
Financial instruments that potentially subject the Company to concentrations of credit risk consist of cash and 
accounts receivable. The Company maintains their cash in bank deposit accounts at high credit quality financial 
institutions. The balances, at times, may exceed federally insured limits. The Company also maintains a certain 
amount of cash on hand at the retail store locations. The Company has not experienced any significant losses with 
respect to its cash. At both September 30, 2015 and December 31, 2014, the Company did not exceed the insured 
limit of a depository institution. 
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AXXESS PHARMA, INC. & SUBSIDIARIES 

Notes to Consolidated Financial Statements 
September 30, 2015 and 2014 

(Unaudited) 
Accounts receivable 
  

The Company considers the entire accounts receivable to be fully collectible. The accounts receivable consist of 
trade receivable to wholesale customer. Management believes all receivables are fully collectible and therefore no 
allowance for bad debt has been recorded as of September 30, 2015 and December 31, 2014. 

  
Inventory 

  
Inventory consists of finished product acquired for resale and is valued at the lower-of-cost-or-market with cost 
determined on a specific item basis. 

  
Fair value of financial instruments 

  
The carrying amounts reported in the balance sheets for cash, accounts receivable, accounts payable and accrued 
expenses approximate their fair values based on the short-term maturity of these instruments. The carrying amount 
of the Company’s promissory note obligations approximate fair value, as the terms of these notes are consistent with 
terms available in the market for instruments with similar risk. 
  
We account for our derivative financial instruments, consisting solely of certain stock purchase warrants that contain 
non-standard anti-dilutions provisions and/or cash settlement features, and certain conversion options embedded in 
our convertible instruments, at fair value using level 3 inputs. We determine the fair value of these derivative 
liabilities using the Black-Scholes option pricing model when appropriate, and in certain circumstances using 
binomial lattice models or other accepted valuation practices. 
  
When determining the fair value of our financial assets and liabilities using the Black-Scholes option pricing model, 
we are required to use various estimates and unobservable inputs, including, among other things, contractual terms 
of the instruments, expected volatility of our stock price, expected dividends, and the risk-free interest rate. Changes 
in any of the assumptions related to the unobservable inputs identified above may change the fair value of the 
instrument. Increases in expected term, anticipated volatility and expected dividends generally result in increases in 
fair value, while decreases in the unobservable inputs generally result in decreases in fair value. 

  
Foreign Currency Transactions 

  
The Company's functional currency is the Canadian dollar and the reporting currency is the U.S. dollar. Assets and 
liabilities are translated from the functional to the reporting currency at the exchange rate in effect at the balance 
sheet date and equity at the historical exchange rates. Revenue and expenses are translated at rates in effect at the 
time of the transactions. Resulting translation gains and losses are accumulated in a separate component of 
stockholders' equity - other comprehensive income (loss). Realized foreign currency transaction gains and losses are 
credited or charged directly to operations. 

  
Intangible Assets 

  
Intangible Assets consist primarily of licensing as it relates to Drug Identification Numbers (DINs), which is 
calculated on a straight-line basis over the estimated useful lives, generally estimated, to be ten years. The carrying 
value of the DINs is assessed for impairment annually during the fourth quarter of each year, or more frequently if 
impairment indicators exist. Other intangible assets consist of websites, trademarks, domain names etc. and are 
amortized over estimated useful lives 
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AXXESS PHARMA, INC. & SUBSIDIARIES 

Notes to Consolidated Financial Statements 
September 30, 2015 and 2014 

(Unaudited) 
  

Impairment of Long-Lived Assets 
  
The Company reviews long-lived assets, including property and equipment, for impairment whenever events or 
changes in circumstances indicate that the carrying value of an asset may not be recoverable based on undiscounted 
cash flows. If long-lived assets are impaired, an impairment loss is recognized and is measured as the amount by 
which the carrying value exceeds the estimated fair value of the assets. The estimation of future undiscounted cash 
flows from operating activities requires significant estimates of factors that include future sales growth and gross 
margin performance. Management believes they have appropriately determined future cash flows and operating 
performance; however, should actual results differ from those expected, additional impairment may be required. 

  
Cost of sales 

  
Cost of sales of approximately $51,869 and $45,506 for the nine months ended September 30, 2015 and 2014, 
respectively; consist primarily of merchandise costs of sales. 

  
Revenue recognition 

  
The Company derives revenues from sale of merchandise and upon the following: (1) there is persuasive evidence 
that an arrangement exists; (2) delivery has occurred or services have been rendered, (3) the seller's price to the 
buyer is fixed or determinable, and (4) collectability is reasonably assured. 

  
Advertising / Marketing 

  
Advertising costs are charged to expense when incurred. The Company’s advertising method is primarily print, web 
based and word of mouth. Advertising / marketing costs were approximately $342,026 and $96,056 for the nine 
months ended September 30, 2015 and 2014, respectively. 
  

Stock-based compensation 
  
The Company records stock based compensation in accordance with the guidance in ASC Topic 505 and 718, which 
requires the Company to recognize expenses related to the fair value of its employee stock option awards.  This 
eliminates accounting for share-based compensation transactions using the intrinsic value and requires instead that 
such transactions be accounted for using a fair-value-based method. The Company recognizes the cost of all share-
based awards on a graded vesting basis over the vesting period of the award. 
  
 The Company accounts for equity instruments issued in exchange for the receipt of goods or services from other 
than employees in accordance with FASB ASC 718-10 and the conclusions reached by the FASB ASC 505-50. 
Costs are measured at the estimated fair market value of the consideration received or the estimated fair value of the 
equity instruments issued, whichever is more reliably measurable. The value of equity instruments issued for 
consideration other than employee services is determined on the earliest of a performance commitment or 
completion of performance by the provider of goods or services as defined by FASB ASC 505-50. 
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AXXESS PHARMA, INC. & SUBSIDIARIES 

Notes to Consolidated Financial Statements 
September 30, 2015 and 2014 

(Unaudited) 
  

Comprehensive Income 
  

ASC Topic 220, "Comprehensive Income", establishes standards for reporting and display of comprehensive income 
and its components in a full set of general-purpose financial statements. Comprehensive Income consists of foreign 
currency translation. 

  
Recent Accounting Pronouncements 

  
In May 2014, the FASB amended the ASC and created Topic 606, Revenue from Contracts with Customers, to 
clarify the principles for recognizing revenue. This guidance will be effective for the Company beginning January 1, 
2017 and must be adopted using either a full retrospective approach for all periods presented in the period of 
adoption or a modified retrospective approach. We have not yet determined the effects of this new guidance on our 
financial statements. 
  
In August 2014, the FASB issued a new U.S. GAAP accounting standard that provides guidance about 
management’s responsibility to evaluate whether there is substantial doubt about an entity’s ability to continue as a 
going concern and to provide related footnote disclosures. The new accounting standard requires management to 
assess an entity’s ability to continue as a going concern by incorporating and expanding upon certain principles that 
are currently in U.S. auditing standards. The new accounting standard is effective for the annual period ending after 
December 15, 2016, and for annual periods and interim periods thereafter. Early application is permitted. The 
Company does not expect the adoption of this standard to have a material impact on the consolidated financial 
statements. 
  
ASU No. 2015-03, “Interest – Imputation of Interest (Subtopic 835-30) – Simplifying the Presentation of Debt 
Issuance Costs.” The amendments in this update require the debt issuance costs related to a recognized debt liability 
be presented in the balance sheet as a direct deduction from the carrying amount of that debt liability, consistent 
with debt discounts. The recognition and measurement guidance for debt issuance costs are not affected by the 
amendments in this update. The amendments in this update are effective for financial statements issued for fiscal 
years beginning after December 15, 2015, and interim periods within those fiscal periods. Early adoption of the 
amendments in this update is permitted for financial statements that have not been previously issued. The Company 
intends to adopt this requirement in 2016, and currently anticipates that the impact of adoption will solely be a 
reclassification of its deferred financing costs from asset classification to contra-liability classification. 
  
NOTE 3 – GOING CONCERN 
  
The accompanying financial statements have been prepared in conformity with generally accepted accounting 
principles, which contemplate continuation of the Company as a going concern. The Company currently has limited 
working capital, and has not completed its efforts to establish a stabilized source of revenues sufficient to cover 
operating costs over an extended period of time. 
  
Management anticipates that the Company will be dependent, for the near future, on additional investment capital to 
fund operating expenses The Company intends to position itself so that it may be able to raise additional funds 
through the capital markets. In light of management’s efforts, there are no assurances that the Company will be 
successful in this or any of its endeavors or become financially viable and continue as a going concern. 
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AXXESS PHARMA, INC. & SUBSIDIARIES 

Notes to Consolidated Financial Statements 
September 30, 2015 and 2014 

(Unaudited) 
  

NOTE 4 – INTANGIBLE ASSETS 
  

TapouT Muscle Recovery Patent and License Tradename 
  

The Company acquired patent and product licenses, trademarks and patents in TapouT Muscle Recovery products 
(see Note 10). 

  
The components of our other intangible assets at September 30, 2015 are summarized below: 
  

Other Intangible Asset Class   Cost     
Accumulated 
Amortization     

Net 
Carrying 
Amount     

Weighted- 
Average 

Amortization 
Period 

Tapout Muscle Recovery patent and license and 
tradename  - October 2013   $ 2,500     $ (957 )   $ 1,543     5.25 years 
Tapout Muscle Recovery patent and license and 
tradename - September 2014     125,000       (21,382 )     103,618     6.33 years 
Total other intangible assets   $ 127,500     $ (22,339 )   $ 105,161       
  
Amortization expense recognized in the amount of $15,159 and $1,995 for the nine months ended September 30, 
2015 and 2014, respectively. 
  
The expected future annual amortization expense for each of the next five years based on current balances of our 
intangible assets is as follows:  

   
For the year ending December 31:       
2015   $ 20,213   
2016   $ 20,213   
2017   $ 20,213   
2018   $ 20,213   
2019   $ 19,734   
Thereafter   $ 19,734   

  
DINs License Agreement 

  
The Company licensed certain patents from Blue Ivory, Inc. in connection with a 2010 agreement, which is being 
capitalized and amortized by straight-line methods over estimated useful lives of ten years. The Company agreed to 
a $5,000,000 license fee payable in quarterly installments of $125,000 payable over a ten-year period. Based upon a 
review of the assets during the year ended December 31, 2013, the Company determined that there was a material 
impairment of DIN's license agreement and recorded an impairment of $4,875,000. The Company intends to pursue 
opportunities with the license agreement upon acceptable funding to pursue the business model. 
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AXXESS PHARMA, INC. & SUBSIDIARIES 

Notes to Consolidated Financial Statements 
September 30, 2015 and 2014 

(Unaudited) 
  

NOTE 5—NOTES PAYABLE 
  

Notes payable at September 30, 2015 and December 31, 2014 are summarized as follows: 
  

    
September 30, 

2015     
December 31, 

2014   
Canadian Heritage, Ltd.   $ 66,756     $ 38,765   
Ramos & Ramos Investments, Inc.     81,233       480,733   
Beaufort     -       250,000   
Ramm Ventures Development, Inc.     93,272       107,746   
Other     -       -   
      241,261       877,244   
Current Portion     241,261       877,244   
Total Non-Current   $ -     $ -   
  
Canadian Heritage Ltd. 
  

The Company entered into a note payable with Canadian Heritage Ltd. The loan is not interest bearing and cannot 
be called prior to January 1, 2015. The balances of the note payable as of September 30, 2015 and December 31, 
2014 is $66,756 and $38,765, respectively. 

  
Ramos and Ramos Investments, Inc. 

  
On October 25, 2010, the Company entered into a note payable with Ramos and Ramos Investments Inc. The note 
bears interest at a 7% per annum interest rate. The note matures December 31, 2014. The holder of the note has the 
right to convert the full or any portion of the principal and accrued but unpaid interest into shares of common stock. 
  
The Company entered into a note payable with maximum lending amount of $500,000 with Ramos and Ramos 
Investments Inc. a maximum of lending amount of $500,000 could be advanced within the first six months of the 
note. The note bears interest at a 12% per annum interest rate. In the event of default of the repayment, the note shall 
automatically be converted to shares of the Company’s common stock at the price of $0.001 per share. The holder of 
the note has the right to convert the full or any portion of the principal and accrued but unpaid interest into shares of 
common stock. On March 13, 2015, the holders of the note amended the conversion price to $0.01 per share. 
  
In the nine months ended September 30, 2015, Ramos and Ramos Investments, Inc. converted $235,000 of the loan 
balance in exchange for 23,500,000 shares of Company common stock at $.01 per share. In February 2015, the 
Company repaid $100,000 and Ramos and Ramos assigned $300,000 of the notes payable to third parties in the nine 
months ending September 30, 2015. In addition, Ramos and Ramos advanced certain funds to the Company during 
the period. There are no terms to the advances unless otherwise converted into a convertible note payable (see Note 
7). 
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AXXESS PHARMA, INC. & SUBSIDIARIES 
Notes to Consolidated Financial Statements 

September 30, 2015 and 2014 
(Unaudited) 

  
NOTE 5—NOTES PAYABLE (continued) 
  

Beaufort 
  

On June 9, 2014, the Company issued Beaufort a secured promissory note in the principal amount of $250,000. The 
promissory note matures six months from the date the Company receives the full amount of the Note on January 24, 
2015. The agreement was amended on January 20, 2015 and February 13, 2015 as described in the subsequent 
footnote. The note bears interest at 1% per month compounded monthly. 
  
On January 20, 2015 and February 13, 2015, Beaufort Capital Partners, LLC was repaid $125,000 of the note 
payable and the remaining is to be paid on the 15th of each month at $20,000 per month plus $5,000 penalty per 
month until paid in full. The principal balance of the note was paid in September 2015. 
  
On July 15, 2015, Beaufort Capital Partners, LLC. assigned the rights, title and interest to Ramos and Ramos 
Investments.  
  

RAMM Ventures Development, Inc. 
  

On October 3, 2013, the Company entered into a $200,000 note payable with RAMM Venture Developments Inc. 
The note bears interest at 12% annually. The earliest the note can become due and payable is December 31, 2014 if 
private placement funds are received at which time the note repayment can be accelerated. In the event of default of 
the repayment, the note shall automatically be converted to shares of the Company’s common stock at the price of 
$0.001 per share. The Note is secured by 5,000,000 shares of the Company’s Common Stock personally owned by 
the Company's CEO. On January 15, 2015, the holders of the note amended the conversion price to $0.01 per share. 
   
NOTE 6—NOTES PAYABLE –RELATED PARTY 
  

Notes payable related party at September 30, 2015 and December 31, 2014 are summarized as follows:  
  
    December 31, 2014     December 31, 2013   
Shareholders loans payable   $ 44,481     $ 55,045   
Blue Ivory Holdings, Inc.     1,000,000       1,000,000   
      1,044,481       1,055,045   
Current Portion     1,044,481       1,055,045   
Total Non-Current   $ -     $ -   
  
Shareholder Loans payable 
  

The Company entered into loans payable with shareholders for general working capital purposes. The loan from 
stockholders is non interest bearing and due on demand. The balances of the note payable as of September 30, 2015 
and 2014 are $44,481 and $55,045, respectively. 

  
Blue Ivory Holdings, Inc.  

  
On August 4, 2014, the Company issued Blue Ivory Holdings, Inc. a note payable in the amount of $1,000,000 in 
exchange for the return and cancellation of 12,500,000 shares of the Company's stock issued as collateral under a 
license agreement. The Note matures one year from the date of the Note. The note bears interest at 10% annually. 
The note payable has been extended for a six month period due on February 4, 2016. 
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AXXESS PHARMA, INC. & SUBSIDIARIES 
Notes to Consolidated Financial Statements 

September 30 2015 and 2014 
(Unaudited) 

  
NOTE 7 – CONVERTIBLE PROMISSORY NOTES PAYABLE 

  
Convertible promissory note at September 30, 2015 and December 31, 2014 are as follows: 
  
    2015     2014   
WHC Investments, Inc. convertible promissory note payable, net of original issuance 
discount of $42,818, warrant feature of $59,679 and debt discount feature of 
$111,592 as of December 31, 2014.   $ -     $ 98,411   
RBB Capital, WHC assignment     175,000       -   
Ramos and Ramos, WHC assignment     175,000       -   
Redwood Capital, net of original issuance discount of $3,221 and debt discount of 
$59,110     43,893       -   
18 River North Equity, LLC., February 17, 2015, net of debt discount of $17,924     56,476       -   
18 River North Equity, LLC., April 6, 2015, net of original issuance discount of 
$1,988 and debt discount of $26,845     48,641       -   
Ramos and Ramos, February 23, 2015     130,000       -   
Ramos and Ramos, May 15, 2015, net of debt discount of $17,822     82,178       -   
GHS Investments, net of debt discount of $21,782     43,218       -   

Redwood Global Fund III,August 14, 2015, net of original issuance discount of 
$2,745 and debt discount of $28,434     35,495       -   
Convertible promissory note payable, net   $ 789,901     $ 98,411   

  
WHC Investments, Inc./WHC Assignment 
  

On November 4, 2014, the Company entered into a note payable with WHC Investments, LLC. The note $312,500 
includes $62,500 of original issuance discount and bears interest at a 10% per annum interest rate. The note matures 
on May 4, 2015 and is secured by 3,500,000 shares of Company common stock owned by the Company's Chief 
Executive Officer. The note may be converted in the event that (a) the note is in default or (b) the net proceeds from 
the sale of collateral shares do not provide adequate coverage of all amounts due. The note is convertible into the 
Company’s common stock at an initial conversion price at 70% of the average three daily volume weighted averages 
during the 20 days before the issue date. 
  
The agreement included a detachable three (3) year warrant to purchase 1,000,000 shares of the Company's common 
stock at an exercise price of $.25535 per share.  The proceeds from the issuance of convertible debt securities with 
detachable warrants were allocated between the warrants and the debt security. The discount is being amortized over 
the life of the debt. The Company recorded an original issue discount of $62,500 and amortized as interest expense 
over the initial six-month term of the convertible debentures. During the nine months ended September 30, 2015, the 
Company recognized $42,818 of interest expense as a result of the amortization.   
  
The Company accounted for the detachable warrants included with the convertible debentures as liabilities in 
accordance with GAAP, as the warrants are subject to anti-dilution protection and could result in them being 
converted to a variable number of the Company’s common shares. The Company determined the value of the 
derivate feature of the warrants issued during at the relevant commitment dates to be $87,112 utilizing a Black-
Scholes valuation model. The change in fair value of the liability for the warrants resulted in a reduction to the 
charge to income of $59,679 during the year-end September 30, 2015. The fair value of the derivative conversion 
features was determined to be $227,991 and $146,683 at September 30, 2015 and December 31, 2014, respectively. 
  



In the nine months ending September 30, 2015, the note payable was assigned $175,000 to Ramos and Ramos 
Investments, Inc. and $175,000 to RBB Capital. The balance includes a penalty of $37,500 in the principal balance 
and the Company's CEO transferred personal shares to WHC Investments, Inc. 
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NOTE 7 – CONVERTIBLE PROMISSORY NOTES PAYABLE (continued) 
  

RDW Capital, LLC.  
  

On February 5, 2015, the Company entered into a convertible note payable with RDW Capital, LLC. The $100,000 
note payable includes $5,000 of original issuance discount and bears interest at a 10% per annum interest rate. The 
note matures on February 5, 2016 and is secured by 2,500,000 shares of Company common stock. The note is 
convertible into shares of common stock at a price equal to a variable conversion price of sixty-five percent (65%) 
of the volume-weighted averages the twenty (20) days preceding the date of conversion. The fair value of the note 
has been determined by using the Black-Scholes pricing model with an expected life of twelve (12) months. In the 
nine months ended September 30, 2015, the lender converted the $100,000 of principal into 2,713,164 shares of 
common stock. The Company recorded amortization of debt discount and original issuance discount, which was 
recognized as interest expense, in the amount of $88,306 and $5,000 during the nine months ended September 30, 
2015, respectively. 
  
On February 23, 2015, the Company entered into a note payable with RDW Capital, LLC. The agreement 
exchanged notes of $200,000 bears interest at a 10% per annum interest rate. The note matures on February 23, 2016 
and is secured by 7,500,000 shares of Company common stock. The note is convertible into shares of common stock 
at a price equal to a variable conversion price of sixty-five percent (65%) of the volume-weighted averages the 
twenty (20) days preceding the date of conversion. The fair value of the note has been determined by using the 
Black-Scholes pricing model with an expected life of twelve (12) months. In the nine months ended September 30, 
2015, the lender converted the $200,000 of principal into 4,687,499 shares of common stock. The Company 
recorded amortization of debt discount, which was recognized as interest expense, in the amount of $152,372 during 
the nine months ended September 30, 2015. 
  
On April 22, 2015, the Company entered into a note payable with RDW Capital, LLC. The agreement exchanged 
notes of $175,000, includes $8,750 of original issuance discount and bears interest at a 10% per annum interest rate. 
The note matures on April 22, 2016 and is secured by 7,500,000 shares of Company common stock. The note is 
convertible into shares of common stock at a price equal to a variable conversion price of sixty percent (60%) of the 
volume-weighted averages the twenty (20) days preceding the date of conversion. The fair value of the note has 
been determined by using the Black-Scholes pricing model with an expected life of twelve (12) months. In the nine 
months ended September 30, 2015, the lender converted the $60,000 of principal into 1,616,523 shares of common 
stock. The Company recorded amortization of debt discount and original issuance discount, which was recognized 
as interest expense, in the amount of $101,485 and $5,529 during the nine months ended September 30, 2015, 
respectively. 
  

Redwood Global Fund III 
 
On August 14, 2015, the Company entered into a note payable with Redwood Global Fund III. The agreement 
exchanged notes of $66,150, includes $3,150 of original issuance discount and bears interest at a 10% per annum 
interest rate. The note matures on August 14, 2016. The note is convertible into shares of common stock at a price 
equal to a variable conversion price of sixty percent (60%) of the volume-weighted averages the twenty (20) days 
preceding the date of conversion. The fair value of the note has been determined by using the Black-Scholes pricing 
model with an expected life of twelve (12) months. The Company recorded amortization of debt discount and 
original issuance discount, which was recognized as interest expense, in the amount of $4,189 and $405 during the 
nine months ended September 30, 2015, respectively. 
 

18 River North Equity, LLC.  



  
On February 17, 2015, the Company entered into a convertible note payable with River North Equity, LLC. in an 
aggregrate principal amount of $75,000. The note payable bears interest at a 6% per annum. The note matures on 
February 17, 2016 and is secured by 800,000 shares of Company common stock. The note is convertible into shares 
of common stock at a price equal to a variable conversion price of seventy percent (70%) of the volume-weighted 
averages the twenty (20) days preceding the date of conversion. The fair value of the note has been determined by 
using the Black-Scholes pricing model with an expected life of twelve (12) months. The Company recorded 
amortization of debt discount, which was recognized as interest expense, in the amount of $28,807 during the nine 
months ended September 30, 2015. 
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NOTE 7 – CONVERTIBLE PROMISSORY NOTES PAYABLE (continued) 
  
On April 6, 2015, the Company entered into a convertible note payable with River North Equity, LLC. in an 
aggregate principal amount of $77,500 including $4,375 of original issuance discount. The note payable bears 
interest at a 6% per annum. The note matures on February 17, 2016 and is secured by 800,000 shares of Company 
common stock. The note is convertible into shares of common stock at a price equal to a variable conversion price of 
seventy percent (70%) of the volume-weighted averages the twenty (20) days preceding the date of conversion. The 
fair value of the note has been determined by using the Black-Scholes pricing model with an expected life of twelve 
(12) months. The Company recorded amortization of debt discount and original issuance discount, which was 
recognized as interest expense, in the amount of $25,141 and $1,882 during the nine months ended September 30, 
2015, respectively. 

  
Ramos and Ramos 
  

On February 23, 2015, the Company entered into a convertible promissory note payable in an aggregate principal 
amount of $130,000 with Ramos and Ramos Investments, Inc. The note payable bears interest at a 10% per annum. 
The note matures on August 23, 2015. The note is convertible into shares of common stock at a price equal to a 
variable conversion price of sixty percent (60%) of the volume-weighted averages the five (5) days preceding the 
date of conversion. The fair value of the note has been determined by using the Black-Scholes pricing model with an 
expected life of six (6) months. The Company recorded amortization of debt discount, which was recognized as 
interest expense in the amount of $88,422 during the nine months ended September 30, 2015. 
  
On May 15, 2015, the Company entered into a convertible promissory note payable in an aggregate principal 
amount of $100,000 with Ramos and Ramos Investments, Inc. The note payable bears interest at a 12% per annum. 
The note matures on November 15, 2015. The note is convertible into shares of common stock at a price equal to a 
variable conversion price of sixty percent (60%) of the volume-weighted averages the five (5) days preceding the 
date of conversion. The fair value of the note has been determined by using the Black-Scholes pricing model with an 
expected life of six (6) months. The Company recorded amortization of debt discount, which was recognized as 
interest expense in the amount of $53,465 during the nine months ended September 30, 2015. 

  
RBB Capital, LLC. 
  

On May 18, 2015, the Company entered into a convertible promissory note payable in an aggregate principal 
amount of $100,000 with RBB Capital, LLC. in exchange for the assumption of $100,000 of the Ramos and Ramos 
note payable dated June 12, 2011. The note payable bears interest at a 12% per annum. The note matures on 
February 18, 2016. The note is convertible into shares of common stock at a price equal to a variable conversion 
price of sixty-five percent (65%) of the volume-weighted averages the twenty (20) days preceding the date of 
conversion. The fair value of the note has been determined by using the Black-Scholes pricing model with an 
expected life of twelve (12) months. In September 30, 2015, the lender converted $40,125 of the principal into 
1,328,505 shares of common stock. The principal balance as of September 30, 2015 was $59,875. The Company 
recorded amortization of debt discount, which was recognized as interest expense in the amount of $35,433 during 
the nine months ended September 30, 2015. 
  
We evaluated the financing transactions in accordance with ASC Topic 815, Derivatives and Hedging, and 
determined that the conversion feature of the convertible promissory note was not afforded the exemption for 
conventional convertible instruments due to its variable conversion rate. The note has no explicit limit on the 
number of shares issuable so they did not meet the conditions set forth in current accounting standards for equity 
classification. The Company elected to recognize the note under paragraph 815-15-25-4, whereby, there would be a 



separation into a host contract and derivative instrument. The Company elected to initially and subsequently 
measure the note in its entirety at fair value, with changes in fair value recognized in earnings. The Company 
recorded a derivative liability representing the imputed interest associated with the embedded derivative. The 
derivative liability is adjusted periodically according to the stock price fluctuations. 
 

GHS Investments, Inc.  
  

In the three months ended September 30, 2015, the Company entered into a convertible promissory note payable in 
an aggregate principal amount of $65,000 with GHS Investments, Inc. The note payable bears interest at a 12% per 
annum. The note matures nine months upon receipt by the Company. The note is convertible into shares of common 
stock at a price equal to a variable conversion price of sixty percent (65%) of the volume-weighted averages the 
twenty (20) days preceding the date of conversion. The fair value of the note has been determined by using the 
Black-Scholes pricing model with an expected life of six (6) months. The Company recorded amortization of debt 
discount, which was recognized as interest expense in the amount of $4,395 during the nine months ended 
September 30, 2015. 
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NOTE 8 – DERIVATIVE LIABILITY 
  
In conjunction with the issuance of the Convertible Promissory Notes (see Note 7), the Company recognized a 
derivative liability on the convertible debentures. 
  
The convertible notes issued and described in Note 7 do not have fixed settlement provisions because their 
conversion prices are not fixed. The conversion feature has been characterized as derivative liabilities to be re-
measured at the end of every reporting period with the change in value reported in the statement of operations. 
  
During the nine months ended September 30, 2015, as a result of the convertible notes (“Notes”) issued that were 
accounted for as derivative liabilities, we determined that the fair value of the conversion feature of the convertible 
notes at issuance was $781,572, based upon a Black-Sholes-Model calculation. We recorded the full value of the 
derivative as a liability at issuance with an offset to valuation discount, which will be amortized over the life of the 
Notes. 
  
During the nine months ended September 30, 2015, approximately $695,000 convertible notes were converted. As a 
result of the conversion of these notes and the change in fair value of the remaining notes, the Company recorded a 
gain in change in derivative of $6,408,319 in the statement of operations for the nine months ended September 30, 
2015. At September 30, 2015 and December 31, 2014, the fair value of the derivative liability was $389,496 and 
$6,016,242, respectively. 
  
For purpose of determining the fair market value of the derivative liability, the Company used Black Scholes option 
valuation model.  During the nine months ended September 30, 2015 and the year ended December 31, 2014, the 
significant assumptions used in the Black Scholes valuation of the derivative are as follows: 
  

  
2015 

 
2014 

Stock Price on valuation dates 
 
$ 0.03 - $0.17 

 
$ 0.16 -$0.19 

Conversion price for the debt 
 
$ 0.02 - $0.10 

 
$ - 

Dividend yield 
  

0.00% 
  

0.00% 
Years to maturity 

 
6 months - 1 year 

 
6 months  

Risk free rate 
  

.06% - .28% 
  

.06% - .12% 
Expected volatility 

  
93.91-174.68% 

  
89.1-111.4% 

  
NOTE 9 – EQUITY 
  
At September 30, 2015, the Company’s authorized stock consists of 20,000,000 shares of $.0001 par value preferred 
stock and 100,000,000 shares of $.0001 par value common stock. The common stock has voting rights and entitle to 
one vote per share. 
  
Of the 20,000,000 shares of preferred stock 20,000,000 shares are issued and outstanding as of September 30, 2015 
and December 31, 2014. On April 15, 2015, the Company entered into a certificate of designation with the State of 
Nevada designating the preferred shares as Series A Preferred with a $1.00 liquidation preference and no dividend 
rights. The preferred stock has voting rights, regardless of the number of shares outstanding, representing 80% of all 
votes entitled to be voted. 
  
In August 12, 2015, the Company amended the Articles of Incorporation to increase authorized common shares 
from 150,000,000 to 250,000,000 shares. 
  



In November 4, 2015, the Company amended the Articles of Incorporation to increase authorized common shares 
from 250,000,000 to 500,000,000 shares (see subsequent footnote). 
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NOTE 9 – EQUITY (continued) 
  
The following common stock transactions occurred during the period: 
  
On January 14, 2015, the Company issued 1,000,000 shares valued at $0.10 per share for cash pursuant to a loan 
agreement amounting to $18,500. 
  
On January 21, 2015 Beaufort Partners were issued 200,000 shares in exchange for an extension of the secured 
promissory note amounting to $44,000. 
  
On January 30, 2015, Core Biotech PTY, 600,000 shares pursuant to a consulting agreement amounting to $99,000. 
  
In February and March 2015, 4,687,499 shares were issued to Redwood Capital LLC, for the conversion of 
$200,000 of convertible notes to Redwood Capital LLC. 
  
On February 13, 2015, 300,000 shares were issued to Beaufort Capital Partners LLC in exchange for an extension of 
the secured promissory note amounting to $48,000. 
  
On March 12, 2015, 100,000 shares were issued to Seaside 88 LP, pursuant to an extension of a share purchase 
agreement. On January 9, 2015, the Company entered into a side letter to the Securities Purchase Agreement with 
Seaside 88, LP to extend the reporting company requirement to March 30, 2015, pursuant to which the Company 
issued 100,000 shares to Seaside for the extension. Therefore, as of January 16, 2015 and September 30, 2014, the 
Company has not accrued any liquidated damages. However, if the Company does not become a reporting company 
by March 30, 2015, the Company will commence to accrue liquidated damages until it becomes a reporting 
company which may adversely affect our results of operations. The Company is currently not a reporting company 
as of September 29, 2015. 
  
On March 18, 2015 and June 16, 2015, 121,714 shares were issued to Ramel Shorte & Associates shares were issued 
to Ramel Shorte & Associates in exchange for investment Banking Services. 
  
On March 25, 2015, 4,000,000 shares were issued in exchange for the conversion of $40,000 of convertible notes to 
Ramos & Ramos Investments. 
  
On April 15, 2015, 6,000,000 shares were issued in exchange for the conversion of $60,000 of convertible notes to 
Ramos & Ramos Investments. 
  
In April and May 2015, the Company issued 3,789,687 shares in exchange for the conversion of $160,000 of 
convertible notes to Redwood Capital LLC. 
  
On June 2, 2015, 6,000,000 shares were issued in exchange for the conversion of $60,000 of convertible notes to 
Ramos & Ramos Investments. 
  
In June 2015, the Company issued 1,328,505 shares in exchange for the conversion of $40,125 of convertible notes 
to RBB Capital LLC. 
  
In June 2015, the Company issued 350,000 were issued in exchange for $14,000 of advertising services. 
  



On June 16, 2015, the Company issued 3,225,000 shares of common stock to the Revive Biosciences shareholders in 
accordance with the amended agreement dated January 30, 2014. The shares had been recorded at $322 at par value 
of $0.001 per share in common stock payable. 
 
In July 2015, the Company issued 3,373,247 shares in exchange for the conversion of $60,955 of convertible notes 
to RBB Capital LLC. 
 
In July 2015, the Company issued 7,500,000 shares in exchange for the conversion of $75,000 of convertible notes 
to Ramos and Ramos Investments, Inc. 
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NOTE 10 – WARRANTS 
  

Warrants 
  
The following table summarizes the changes in the warrants outstanding at September 30, 2015, and the related 
prices for the shares of the Company’s common stock issued to non-employees of the Company.  These warrants 
were issued in lieu of cash compensation for services performed or financing expenses and in connection with the 
private placements.  

Range of Exercise 
Prices 

  

Number 
Outstanding 

  

Weighted 
Average  

Exercise Price 
  

Weighted Average 
Remaining 

Contractual Life 
  

Number 
Exercisable 

  

Weighted 
Average Exercise 

Price 
 $ 0.50 

   
475,000 

  
$ 0.50 

   
.36 

   
475,000 

  
$ 0.50 

 $ 0.26 
   

1,000,000 
  
$ 0.26 

   
2.10 

   
1,000,000 

  
$ 0.26 

 
     

1,475,000 
       

1.54 
   

1,475,000 
       

A summary of the Company’s stock awards for warrants as of September 30, 2015 and changes for the nine months 
ended September 30, 2015 is presented below:  

  
Warrants 

  

Weighted 
Average 
Exercise 

Price 
 Outstanding, January 1, 2015 

  
1,475,000 

  
$ 0.33 

 Granted 
  

— 
   

— 
 Exercised 

  
— 

   
— 

 Expired/Cancelled 
  

— 
   

— 
 Outstanding, September 30, 2015 

  
1,475,000 

   
0.33 

 Exercisable, September 30, 2015 
  

1,475,000 
   

0.33 
   

  
On November 4, 2014 and in conjunction with the WHC Capital Note Agreement (Note 7), the Company issued 
detachable three (3) year warrant to purchase 1,000,000 shares of the Company's common stock at an exercise price 
of $.25535 per share.    

  
During the year ended December 31, 2014, the Company entered into a Stock Purchase Agreement with certain 
investors whereby the Company issued 475,000 warrants to purchase further common stock of the Company for up 
to two years at $0.50 per share. 
  
NOTE 11 – ACQUISITION 
  
On September 13, 2013 the Company through its wholly owned subsidiary Allstar Health Brands, entered into an 
assets purchase agreement with Revive Bioscience Inc. The Company acquired assets related to the distribution of 
Tapout Products including DINS of TapouT pain relief products as well as trademarks, website, remaining finished 
goods inventory of Tapout products as well customer lists and intellectual products associated with the Tapout brand 
name. The purchase price included $52,000 cash used to pay-off outstanding accounts payable of Revive Bioscience 
as of the closing date and 6,450,000 shares of common stock valued at $0.48 per share at the closing date of the 
transaction. The purchase price allocation is as follows: 
  

Inventory 
 
$ 21,269 
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NOTE 11 – ACQUISITION (continued) 

  
Based on the fair value of assets received compared to the fair market value of the consideration given the $52,000 
cash and fair value of common stock $3,096,000 (6,450,000 at $0.48 per share) The company recorded expenses of 
as excess consideration paid over fair value of assets received of $3,119,731. 

  
Under the terms of the agreement the seller can receive an additional 2,500,000 shares of common stock is certain 
private placement funding levels are reached as well as specified revenue goals related to the sale of TapouT 
products achieved with an eighteen months period commencing September 13, 2013. 

  
On January 30, 2014, the company and Revive Bioscience, Inc. amended the September 13, 2014 acquisition 
agreement whereby the Revive Bioscience, Inc. shareholders returned 3,225,000 shares to the Company subject to 
conditions related to transferring NPN's and indemnification of certain outstanding liabilities. In June 2015, the 
Company issued 3,225,000 shares of common stock to the Revive Biosciences shareholders upon settlement of the 
conditions. 

  
NOTE 12 – INCOME (LOSS) PER SHARE 
  
The following table sets forth the calculation of basic and diluted net income (loss) per common share for the three 
and nine months ended September 30, 2015 and 2014.  
  

  
Three Months Ended September 30, 

  
Nine months Ended September 30, 

 
  

2015 
  

2014 
  

2015 
  

2014 
 Basis net income (loss) per share: 

                Net (income) loss 
 
$ 297,923 

  
$ (2,458,765 ) 

 
$ 2,197,054 

  
$ (3,105,421 ) 

Weighted average common shares 
outstanding 

 
$ 96,715,889 

   
54,818,308 

   
77,608,952 

   
56,620,771 

 Basic net income (loss) per share 
 
$ 0.00 

  
$ (0.05 ) 

 
$ 0.03 

  
$ (0.06 ) 

Diluted net income (loss) per share: 
                Net income (loss) 
 
$ 297,923 

  
$ (2,458,765 ) 

 
$ 2,197,054 

  
$ (3,105,421 ) 

Weighted average common shares 
outstanding 

  
96,715,889 

   
54,818,308 

   
77,608,952 

   
56,620,771 

 Potential dilutive securities 
  

108,525,613 
   

- 
   

93,343,537 
   

- 
 Weighted average common shares 

outstanding – diluted 
  

205,241,502 
   

54,818,308 
   

170,952,489 
   

56,620,771 
 Diluted earnings per share 

 
$ (0.00 ) 

 
$ (0.05 ) 

 
$ 0.01 

  
$ (0.06 ) 

Common stock equivalents excluded 
due to anti-dilutive effect 

  
- 

   
21,475,000 

   
- 

   
21,475,000 

   
For the three and nine months ending September 30, 2014 common stock equivalents totaling 21,475,000 and 
21,475,000, respectively, related to warrants and preferred stock were excluded from the calculation of the diluted 
net loss per share as their effect would have been antidilutive. 
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 NOTE 13– FAIR VALUE OF FINANCIAL INSTRUMENTS  
  

Disclosures about fair value of financial instruments, requires disclosure of the fair value information, whether or 
not recognized in the balance sheet, where it is practicable to estimate that value. As of September 30, 2015, the 
amounts reported for cash, accrued interest and other expenses, notes payables, and derivative liability approximate 
the fair value because of their short maturities. 

  
Fair value is defined as the price that would be received to sell an asset or paid to transfer a liability in an orderly 
transaction between market participants at the measurement date. ASC Topic 820 established a three-tier fair value 
hierarchy which prioritizes the inputs used in measuring fair value. The hierarchy gives the highest priority to 
unadjusted quoted prices in active markets for identical assets or liabilities (level 1 measurements) and the lowest 
priority to unobservable inputs (level 3 measurements). These tiers include: 

  
● Level 1, defined as observable inputs such as quoted prices for identical instruments in active markets;        
   ● Level 2, defined as inputs other than quoted prices in active markets that are either directly or indirectly 

observable such as quoted prices for similar instruments in active markets or quoted prices for identical or 
similar instruments in markets that are not active; and 

    
  ● Level 3, defined as unobservable inputs in which little or no market data exists, therefore requiring an entity 

to develop its own assumptions, such as valuations derived from valuation techniques in which one or more 
significant inputs or significant value drivers are unobservable. 

  
We measure certain financial instruments at fair value on a recurring basis. Assets and liabilities measured at fair 
value on a recurring basis are as follows at September 30, 2015: 
  

  
Total 

  
(Level 1) 

  
(Level 2) 

  
(Level 3) 

              Liabilities 
                Derivative liability 
  

389,496 
   

- 
   

- 
   

389,496 
 Total liabilities measured at fair value 

 
$ 389,496 

  
$ - 

  
$ - 

  
$ 389,496 

   
The following is a reconciliation of the derivative liability for which Level 3 inputs were used in determining the 
approximate fair value: 

  
Beginning balance as of December 31, 2014 

 
$ 6,016,242 

 Fair value of derivative liabilities issued 
  

781,572 
 Gain on change in derivative liability 

  
(6,408,318 ) 

Ending balance as of September 30, 2015 
 
$ 389,496 
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NOTE 14— LICENSING AGREEMENT 
  

Blue Ivory Holdings, Inc. 
  

On October 1, 2012, the Company entered into a licensing agreement with Blue Ivory Holdings Inc. The Licensing 
agreement relates to the development, market, make, use and sell, certain drug formulations know as DINS. The 
terms of the agreement require a total payment of $5,000,000 consisting of being paid quarterly payments of 
$125,000 over ten year period as well as royalty payment to Blue Holdings of 5% on all net sales by the Company 
and a 10% royalty fee for Sublicense fees paid to Blue Ivory Holding on account of sublicenses for the sale of 
licensed products. The balance due on the license fee payable amounts to $5,000,000 as of September 30, 2015 and 
2014, respectively. 

  
ABG Tapout, LLC. 

  
On October 1, 2013, the Company entered into a license agreement with ABG Tapout, LLC to sell various products. 
The license term is five years through December 31, 2018 and provided the Company is not in breach of the 
agreement shall have the option to extend the licenses agreement for two five year terms. Pursuant to the agreement 
the Company must pay ABG Tapout, LLC 5% royalty on net sales, the company must also maintain certain agreed 
upon sales levels set out in the agreement in order to maintain the license. 
  
On September 1, 2014, the Company entered into an amended agreement to expand the product selection available 
and the term of the agreement for an addition two years through December 31, 2020. In consideration for the 
amended terms, ABG Tapout, LLC was issued Company common stock of 500,000 shares on October 9, 2014 
valued at $100,000 and a fee of $25,000. 

  
The amended term of the agreement provides for an annual minimum guaranteed royalty, a minimum common 
marketing fund and an advertising commitment of 1% of net sales. The following are the remaining annual 
minimum commitments required: 

  
Year 

 
Royalty 

  
Marketing 

 2015 
 
$ 77,500 

  
$ 22,728 

 2016 
 
$ 165,000 

  
$ 45,455 

 2017 
 
$ 170,000 

  
$ 45,455 

 2018 
 
$ 175,000 

  
$ 45,455 

 2019 
 
$ 200,000 

  
$ 75,000 

 2020 
 
$ 225,000 

  
$ 100,000 

   
NOTE 15— CONSULTING AGREEMENT 
  
SG Business 
  
On February 27, 2014 the Company entered into a consulting agreement with SG Business development which will 
perform consulting services related to distribution and marketing channels regarding the Company’s nutritional 
supplement product lines. The contract term is a one-year period beginning January 22, 2014 and 100,000 shares 
were issued at a fair market value of $30,000. 
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NOTE 16 — COMMITMENTS AND CONTINGENCIES 
  
Consulting Agreements 
  
On July 1, 2013 the Company entered into a consulting agreement with Global Health Link Corp (“Consultants”). 
The Consultants will perform the duties of a Vice President of Marketing for the Company. The term of the 
agreement is for three years with the option of a three-year renewal. The agreement can be cancelled by either party 
by giving a thirty day notice. Upon signing this agreement the Company will issue to the Consultants 250,000 shares 
of the Company’s common stock. Once the Company receives outside investments of $1,000,000 then the Company 
will begin paying the consultants $2,000 a month. If the Company receives a cumulative amount equal to 
$3,000,000 then the Company will pay the consultants a monthly fee of $5,000. 
  
Finally, upon the Company obtaining $3,000,000 in external investments the Company will issue an additional 
250,000 shares of the Company’s common stock to the Consultants. 
  
Seaside Public Information Requirement 

  
On May 19, 2014, the Company entered into a Securities Purchase Agreement with Seaside 88, LP, a Florida limited 
partnership, or Seaside, pursuant to which the Company will issue and sell to Seaside up to 5,000,000 shares of its 
common stock. Seaside is entitled to piggyback registration rights for all the shares issued or issuable under the 
Securities Purchase Agreement. 
  
The Company covenants and agrees to become a reporting company under the Exchange Act, subject to the 
reporting requirements of Section 13 or 15(d) thereof, no later than August 19, 2014, which was three (3) months 
following the date of the Securities Purchase Agreement, and thereafter to file all reports required to be filed by a 
reporting company pursuant to Section 13 or Section 15(d) of the Exchange Act. In the event there is a delay for any 
reason in the Company becoming a reporting company under the Exchange Act by August 19, 2014, the Company 
shall pay a liquidated damage of $20 per day until it becomes a reporting company. As of September 30, 2015, the 
Company has not accrued liquidated damages as a Public Information trigger has not been elected by Seaside. 
  
NOTE 17— SUBSEQUENT EVENTS 

   
On January 9, 2015, the Company entered into a side letter to the Securities Purchase Agreement with Seaside 88, 
LP to extend the reporting company requirement to March 30, 2015, pursuant to which the Company issued 100,000 
shares to Seaside for the extension. Therefore, as of September 30, 2015, the Company has not accrued any 
liquidated damages. However, the Company was required to become a reporting company by March 30, 2015 or it 
may be subject to accrued liquidated damages until it becomes a reporting company which may adversely affect our 
results of operations. As of November 21, 2015, the Company is currently not a reporting company, however, 
Seaside investments has indicated the Company is in good standing. 
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NOTE 16 — SUBSEQUENT EVENTS (continued) 
  
On October 8, 2015, the Company entered into a note payable with RDW Capital, LLC. The note $52,500 includes 
$2,500 of original issuance discount and bears interest at a 10% per annum interest rate. The note matures on 
October 8, 2016. The note is convertible into the Company’s common stock at an initial conversion price at 50% of 
the volume weighted averages during the 20 days before the issue date. 
  
On November 4, 2015, the Company amended the Articles of Incorporation to increase authorized common shares 
from 250,000,000 to 500,000,000 shares. 
  
On November 13, 2015, the Company entered into a note payable with RDW Capital, LLC. The note $52,500 
includes $2,500 of original issuance discount and bears interest at a 10% per annum interest rate. The note matures 
on May 13, 2016. The note is convertible into the Company’s common stock at an initial conversion price at 50% of 
the volume weighted averages during the 20 days before the issue date. 
 
Other than event mentioned above we evaluated all events or transactions that occurred after September 30, 2015 up 
through November 20, 2015 the date we issued these financial statements. During this period we did not have any 
other material subsequent events that impacted our financial statements. 
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