AVINCI MEDIA CORP

FORM 10-Q

(Quarterly Report)

Filed 11/10/09 for the Period Ending 09/30/09

Address

Telephone
CIK
Symbol
SIC Code
Industry
Sector
Fiscal Year

11781 SOUTH LONE PEAK PARKWAY

SUITE 270

DRAPER, UT 84020

8014955700

0000842695

AVMC

7330 - Mailing, Reproduction, Commercial Art And
Software & Programming

Technology

12/31

http://www.edgar-online.com
© Copyright 2010, EDGAR Online, Inc. All Rights Reserved.

Distribution and use of this document restricted under EDGAR Online, Inc. Terms of Use.




UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q

(Mark One)

T Quarterly Report Pursuant to Section 13 or 15(d) ofthe SecuritiesExchange Act of 193¢
For the quarterly period ended September 30, 2009

or
* Transition Report Pursuant to Section 13 or 15(d) bthe SecuritiesExchange Act of 193¢

For the transition period from to

Commission file Number 000-17288

aVINCI MEDIA CORPORATION

(Exact name of registrant as specified in its @rart

Delaware 75-21935932
(State or other jurisdiction of incorporation oganization) (I.R.S. Employer Identification No
11781 South Lone Peak Parkway, Suite 270, Drapg! 84020
(Address of principal executive office (Zip Code)

Registrant’s telephone number, including area c(®t) 495-5700

Indicate by check mark whether the registranth@s filed all reports required to be filed by Sexti3 or 15(d) of the Securities Exchange Act of
1934 during the preceding 12 months (or for suarteh period that the registrant was requiredl®duch reports), and (2) has been subject to such
filing requirement for the past 90 days. Y&l No O

Indicate by check mark whether the registrant lidsnitted electronically and posted on its corpok&b site, if any, every Interactive Data File
required to be submitted and posted pursuant te Bab of Regulation S-T during the preceding 12 tim®xor for such shorter period that the registrant
was required to submit and post such files). Yés NoO

Indicate by check mark whether the registrantlerge accelerated filer, an accelerated filer, aaccelerated filer, or a smaller reporting
company. See the definitions of “large acceleréited” “accelerated filer” and “smaller reportingpmpany” in Rule 12b-2 of the Exchange
Act. (Check one):

Large accelerated filed Accelerated filer O
Non-accelerated filer O (Do not check if a smaller reporting compa Smaller reporting companyXl]

Indicate by check mark whether the registrantshell company (as defined in Rule 12b-2 of the Aatgs O No
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PART I. FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS

aVINCI MEDIA CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS (UNAUDITED)

September 3C  December 31,
2009 2008
ASSETS
Current Assets
Cash and cash equivalel $ 6,13¢ $ 1,071,05
Accounts receivabl 375,42: 261,59
Marketable securities availal-for-sale 87,09: 131,75
Inventory 163,41 187,18
Prepaid expense 80,30¢ 233,04!
Deferred cost 16,84« 143,94
Deposits and other current assets 5,987 5,987
Total current asse 735,19¢ 2,034,55!
Property and equipment, r 313,50¢ 622,68!
Intangible assets, n 88,54: 91,04:
Other assets 164,78 160,21:
Total assets $ 1,302,031 $ 2,908,49'
LIABILITIES AND STOCKHOLDERS EQUITY
Current Liabilities:
Accounts payabl $ 145,90' $ 129,87-
Accrued liabilities 213,49: 239,80¢
Current portion of capital leas 120,98: 143,19¢
Deferred revenue 517,04« 344 57-
Total current liabilities 997,42. 857,45t
Capital lease obligations, net of current pori 4,981 92,42:
Deferred rent, net of current portion 99,73« 27,15
Total liabilities 1,102,13 977,03(
Commitments and contingenci
Stockholder Equity:
Preferred stock, $0.01 par value, authorized 5Q00@shares
Series A convertible preferred stock, 1,500,086ighated; shares issued and outstanding: 1,2021627
September 30, 2009 and no shares at December @3 (2@gregate liquidation preference of $1,234,883
September 30, 200! 12,02¢ —
Common stock, $0.01 par value, authorized 250,@@shares; shares issued and outstanding: 51,468k22es
at September 30, 2009 and 48,738,545 shares atibecs1, 200! 514,62 487,38!
Additional paic-in capital 25,069,39 22,635,43
Accumulated defici (25,361,90) (21,191,34)
Accumulated other comprehensive loss (34,237) —
Total stockholders’ equity 199,90: 1,931,46!
Total liabilities and stockholders’ equity $ 1,302,031 $ 2,908,49'

See accompanying Notes to Condensed Consolidatedidial Statements




aVINCI MEDIA CORPORATION AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE LOSS

(UNAUDITED)

Three Months Ended

Nine Months Ended

September 3( September 3(
2009 2008 2009 2008
Revenue! $ 313,78 % 112,65 $ 673,72¢ % 302,35:
Operating expens:
Cost of sale: 184,327 233,30( 586,77( 666,93:
Research and developme 172,66: 456,99: 614,117 1,447 /52,
Selling and marketin 215,28¢ 398,85¢« 756,467 1,365,65!
General and administrative 1,176,01¢ 1,086,922 2,868,79: 3,670,02!
Total operating expense 1,748,29( 2,176,07: 4,826,14: 7,150,13.
Loss from operations (1,434,501) (2,063,42)) (4,152,414 (6,847,78)
Other income (expense
Loss on marketable securiti (2,659 — (2,659 —
Interest incomt 191 22,771 2,174 49,30+
Interest expense (5,209) (10,35%) (17,662) (136,46%)
Total other income (expense) (7,677) 12,41¢ (18,147) (87,16)
Loss before income tax: (1,442,18)) (2,051,007 (4,170,56)) (6,934,94)
Income tax benefit — — — —
Net loss (1,442,18)) (2,051,009 (4,170,567) (6,934,94)
Deemed dividend on Series A convertible prefertedke (105,92¢) — (688,131) —
Deemed distribution on Series B redeemable corblenpireferred unit — — — (976,000
Distributions on Series B redeemable convertibé&fgrred units — — — (225,777
Net loss applicable to common stockholc $ (1,548,11) $ (2,051,00) $ (4,858,69:) $ (8,136,71)
Basic and diluted loss per common share $ (0.03) $ (0.0 $ (0.10) $ (0.19)
Weighted-average common and common equivalent shaes to calculate
loss per share
Basic and diluted 50,843,92 48,738,12 49,488,57¢ 43,114,32
Comprehensive Loss¢
Net loss applicable to common stockholc $ (1,548,11) $ (2,051,00) $ (4,858,69;) $ (8,136,71)
Unrealized gain (loss) on marketable securitiedlavie-for-sale (19,39%) (10,596) (34,237) (91,987)
Comprehensive loss $ (1567500 $ (2,061,599 $ (4,892,929 $ (8,228,69)

See accompanying Notes to Condensed Consolidatedidial Statements




aVINCI MEDIA CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENT OF STOCKHOLDERS' E QUITY
AND COMPREHENSIVE LOSS

(UNAUDITED)

Accumulated

Series A Convertible  Additional Other
Common Stock Preferred Stock Paid-in Accumulated Comprehensive Stockholders’
Shares Amount Shares Amount Capital Deficit Loss Equity

Balance, January 1, 20 48,738,54 $ 487,38! — 3 — $22,635,43 $(21,191,34) $ — $ 1,931,46!
Series A convertible preferr

stock issuanc — — 1,202,62 12,02¢ 1,190,60. — — 1,202,62
Common stock issued for

services 2,723,68: 27,231 — — 334,59: — — 361,82¢
Equity-based compensatic — — — — 908,77 — — 908,77
Unrealized loss on marketal

securities available for sa — — — — — — (34,23)) (34,23))
Net loss — — — — — (4,170,56) — (4,170,56)
Balance, September 30, 201 51,462,22 $ 514,62. 1,202,62 $ 12,02t $25,069,39 $ (25,361,90) $ (34,23) $ 199,90:

See accompanying Notes to Condensed Consolidatesi¢ial Statements




aVINCI MEDIA CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

Cash flows from operating activitie
Net loss
Adjustments to reconcile net loss to

cash used in operating activit
Depreciation and amortizati
Common stock issued for servi
Equit-based compensatic
(Gain) loss on disposal of equipm
Loss on marketable securit
Decrease (increase)

Accounts receivab

Inventon

Prepaid expenses and other a:

Deferred cos

Deposits and other current as
Increase (decrease)

Accounts payab

Accrued liabilitie

Deferred rer

Deferred revenue

Net cash used in operating activities

Cash flows from investing activitie
Proceeds from sale of property and equipn
Proceeds from sale of marketable secur
Purchase of property and equipm
Purchase of intangible assets

Net cash provided by (used in) investing activities

Cash flows from financing activitie

Net cash received in reverse mer

Proceeds from notes payal

Proceeds from exercise of warrants to common |

Proceeds from exercise of stock optir

Proceeds from sale of Series A convertible pregesteck

Payment of accrued dividen

Principal payments under capital lease obligations
Net cash provided by financing activities
Net change in cash and cash equival

Cash and cash equivalents at beginning of period
Cash and cash equivalents at end of period

Cash paid for income taxes

Cash paid for interest

See accompanying Notes to Condensed Consolidatedidial Statements

(UNAUDITED)

Nine Months Ended

September 3(
2009 2008
$ (4,170,56) $ (6,934,949
310,32¢ 333,17¢
361,82¢ —
908,774 376,07
(200) (38)
2,65¢ —
(113,83)) 177,95¢
23,771 (21,010
148,16¢ (117,577
127,10( 105,46¢
— 37,27¢
16,031 (30,053)
15,07¢ (187,857)
31,18¢ (24,552)
172,47( (86,007
(2,167,20) (6,372,069
1,55C 1,00C
7,767 —
— (45,887)
— (26,354)
9,317 (71,247
— 7,091,06:
— 1,500,00(
— 460,62¢
— 4,05C
1,202,62 —
— (534,029
(109,660 (91,879
1,092,96° 8,429,83:
(1,064,91) 1,986,52-
1,071,05! 859,06¢
$ 6,13¢ $  2,845,59:
$ — 3 —
$ 17,66z $ 32,63(




aVINCI MEDIA CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS - Continued
(UNAUDITED)

Supplemental schedule of non-cash investing and fincing activities:

During the nine months ended September 30, 2009:

We incurred an unrealized loss on marketable siesiavailable-for-sale of $34,237.

During the nine months ended September 30, 2008:

We issued 1,525,000 common units to Amerivon Hadihnc. (Amerivon) to induce the conversion of pregd units to common un
immediately prior to the closing of the transactlmtween Secure Alliance Holdings Corporation (SAHY Sequoia Media Group (Sequc
These inducements units were recorded as a préfdrdividend, thus increasing the accumulatedadieéind increasing the loss applicabl
common stockholders by $976,0(

We acquired $19,429 of office equipment throughitehfease agreements.
We incurred an unrealized loss on marketable siesiavailable-for-sale of $91,981.
We converted $474,229 of Series A preferred upitsommon units.
We converted $6,603,182 of Series B preferred woitommon units.
We converted $12,850,874 of common units to comstock in connection with the reverse merger.
We acquired the following balance sheet items salt of the reverse merger transaction:
o Cash- $7,091,06:
o0 Marketable securities availal-for-sale- $303,30(C
o Prepaid expenses and other as- $52,561
o Note receivabl- $2,500,000 (eliminated against note payable owesiH)
o Interest receivabl- $103,835 (eliminated against interest payableAbl)S
0 Accounts payabl- $30,89¢
0 Accrued expense- $209,46E

See accompanying Notes to Condensed Consolidatesi¢ial Statements




aVINCI MEDIA CORPORATION AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (UNAUDITED)
1. Description of Organization and Summary of Sigificant Accounting Policies

Organization and Nature of Operations

aVinci Media Corporation (the “Company”, “we”, “us®our”) was formed as a result of a merger transaction dmwSequoia Media Group,
(Sequoia), a Utah limited liability company, ancc@e Alliance Holdings Corporation (SAH), a pubjitleld company. We are a Delaware corpori
that develops and sells an engaging way for anyote| their “Story”with personal digital expressions. Our productspdiiyyand automate the proct
of creating professional-quality multi-media protlaos using personal photos and videos.

Basis of Presentatiol
The accompanying condensed consolidated finantaé¢reents are presented in accordance with U.Sergiyn accepted accounting principles 1
GAAP).

Unaudited Information

In the opinion of management, the accompanying ditedi condensed consolidated financial statementsf &eptember 30, 2009 and for the three
nine months ended September 30, 2009 and 2008 trefleadjustments (consisting only of normal remg items) necessary to present fairly
financial information set forth therein. The condated balance sheet as of December 31, 2008, tegiskerein is derived from the audited consolid
balance sheet presented in our annual report an E6¢K at that date. Certain amounts in the pramiqals’financial statements have been reclassifit
conform to the current period presentation. Certiafarmation and note disclosures normally includedinancial statements prepared in accord
with US GAAP have been condensed or omitted putstaeS8EC rules and regulations, although we belteeg the following disclosures, when rea
conjunction with the annual financial statementd #re notes included in our Form KOfor the year ended December 31, 2008, are adedaanak
the information presented not misleading. Resultsttie three and nine month periods ended SepteB8the2009 are not necessarily indicative of
results to be expected for the year ending Dece®be2009.

Net Loss per Common Sha

Basic earnings (loss) per share (EPS) is calculayedividing income (loss) available to common &toulders by the weightedverage number
common shares outstanding during the period. Téigiedaverage shares used in the computation of EP$iéothtee and nine month periods er
September 30, 2009 and 2008 include the sharesdssuconnection with the reverse merger on Jur2088. In accordance with US GAAP, th
shares are retroactively reflected as having besred at the beginning of the periods presented.

Diluted EPS is similar to Basic EPS except thatwieeghtedaverage number of common shares outstanding isdeed using the treasury stock me
to include the number of additional common shahed tvould have been outstanding if the dilutiveeptitl common shares had been issued.
potentially dilutive common shares include stockimms and warrants. Shares having an antidilutifeceon periods presented are not included i
computation of dilutive EPS.

The average number of shares of all stock optiors warrants granted, all convertible preferred syjniedeemable convertible preferred units
convertible debentures have been omitted from tmapatation of diluted net loss per common shareabse their inclusion would have been anti-
dilutive for the three and nine month periods enflegtember 30, 2009 and 2008.

As of September 30, 2009 and 2008, we had 16,22%88 8,338,913 potentially dilutive shares of camnstock, respectively, not included in
computation of diluted net loss per common shaabse it would have decreased the net loss per oconsimare. Stock options and warrants cou
dilutive in the future.

Use of Estimates
The preparation of financial statements in confoymvith US GAAP requires management to make esBmand assumptions that affect repc
amounts and disclosures. Accordingly, actual restduld differ from those estimates.




Income Taxes

At September 30, 2009, management had recordetl wafuation allowance against the net deferred dagets related to temporary differences
current operating losses because there is signifizacertainty as to the realizability of the dedertax assets. Based on a number of factors utiently
available, objective evidence indicates that in@re-likely-than-not that the net deferred tax tsgall not be realized.

Recently Adopted Accounting Standar

In March 2008, the Financial Accounting Standardai8 (FASB) issued Topic 815, “Derivatives and Hadd Topic 815 amends and expands
disclosure requirements with the intent to prowiders of financial statements with an enhancedrstateding of how and why an entity uses derivi
instruments, how derivative instruments and reldtedged items are accounted for, and how derivéisieuments and related hedged items affe
entity’s financial position, financial performance, andfcdlows. Topic 815 was effective beginning in fhist quarter of fiscal 2009. The adoptior
this guidance had no effect on our consolidatearfomal position or results of operations.

In December 2007, the FASB issued Topic 805, “BessnCombinations,” and Topic 810, “Consolidatiofopic 805 changes how business acquisi
are accounted for and impacts financial statemgoits on the acquisition date and in subsequenbgeriTopic 810 changes the accounting and rep:
for minority interests, which is recharacterized remcontrolling interests and classified as a camepo of equity. Topic 805 and Topic 810 w
effective for us beginning in the first quarterfistal 2009. The adoption of Topic 805 and Topi® &&d no effect on our consolidated financial pog
or results of operations.

In April 2009, the FASB issued three new standatlsgddress concerns about (1) measuring the &iirevof financial instruments when the mar
become inactive and quoted prices may reflectefised transactions and (2) recording impairmermngelsaon investments in debt securities. The F
also issued a third standard to require disclosofrésir values of certain financial instrumentdnterim financial statements.

Topic 820, “Fair Value Measurements and Disclostnesovides additional guidance to highlight and expan the factors that should be considere
estimating fair value when there has been a siniti decrease in market activity for a financiadess This standard also requires new disclo:
relating to fair value measurement inputs and vanaechniques (including changes in inputs ardatéon techniques).

Topic 320, “Investments - Debt and Equity Secuwsitiavill change (1) the trigger for determining viher an other-thatemporary impairment exists &
(2) the amount of an impairment charge to be rembid earnings. To determine whether an other-tearporary impairment exists, an entity will
required to assess the likelihood of selling a ggcprior to recovering its cost basis. This isfenge from the current requirement for an entitgdses
whether it has the intent and ability to hold ausitg to recovery or maturity. This standard alsgands and increases the frequency of exi
disclosure about other-thaemporary impairments and requires new disclosafele significant inputs used in determining addréoss, as well as
rollforward of that amount each period.

Topic 825, “Financial Instrumentsificreases the frequency of fair value disclosuremfannual to quarterly to provide financial stag@musers wit
more timely information about the effects of cutrerarket conditions on their financial instruments.

The provisions of these three standards were @feeftr us beginning the second quarter of 200® @tioption of these three standards did not h
material effect on our consolidated financial positor results of operations.

In May 2009, the FASB issued Topic 855, “Subseqi@nts,"which provides guidance to establish general staisdaf accounting for and disclosu
of events that occur after the balance sheet datbdfore financial statements are issued or aaéeadle to be issued. Topic 855 also requiresiestit
disclose the date through which subsequent evesits @wvaluated as well as the rationale for why dlaéé was selected. Topic 855 is effective forrint
and annual periods ending after June 15, 2009,aandrdingly, we adopted this standard during theose quarter of 2009. Topic 855 requires
public entities evaluate subsequent events throligtdate that the financial statements are issdkrlevaluated subsequent events through the til
filing these financial statements with the SEC awvémber 10, 2009.

In June 2009, the FASB issued Topic 105, “Generaligepted Accounting PrinciplesThis standard establishes the FASB Accounting Stal
Codification™ (the “Codification”)as the source of authoritative accounting prinsiplecognized by the FASB to be applied by nongawenta
entities in the preparation of financial statementsonformity with U.S. GAAP. The Codification d®@ot change current U.S. GAAP, but is intend:
simplify user access to all authoritative U.S. GABPproviding all the authoritative literature rield to a particular topic in one place. The Codiiiar
is effective for interim and annual periods endafger September 15, 2009, and as of the effectitte, cll existing accounting standard documentk
be superseded. The Codification is effective fomuthe third quarter of 2009. The adoption of thisdance had no effect on our consolidated fire
position or results of operations.




Recent Accounting Standards Not Yet Adop

In June 2009, the FASB issued a new accountinglatdnvhich modifies how a company determines whreerdity that is insufficiently capitalized ol
not controlled through voting (or similar rightsf)aald be consolidated. The new guidance clariffest the determination of whether a compar
required to consolidate an entity is based on, anather things, an entity’s purpose and designawedmpanys ability to direct the activities of t
entity that most significantly impact the entdyéconomic performance. This standard requiresngoing reassessment of whether a company
primary beneficiary of a variable interest entifihis standard also requires additional disclosatesut a companyg’ involvement in variable inter
entities and any significant changes in risk expegiue to that involvement. This standard is effecfor fiscal years beginning after November
2009. We believe that the future requirements isfgtandard will not have a material effect on camsolidated financial statements.

In October 2009, the FASB issued Accounting Stasslddpdate No. 2009-13 (FASB ASU 09-13), “Revenuedgeition (Topic 605): Multiple-
Deliverable Revenue Arrangements (a consensuseoF&AEB Emerging Issues Task Force).” FASB ASU 0Qifd8ates the existing multipkdemen
arrangement guidance currently in FASB Topic 605d2Bvenue Recognition — MultiplElement Arrangements). This new guidance elimin#te
requirement that all undelivered elements haveablje evidence of fair value before a company @ognize the portion of the overall arrangemer
that is attributable to the items that have alrebdgn delivered. Further, companies will be reguii@ allocate revenue in arrangements invol
multiple deliverables based on the estimated sgltirice of each deliverable, even though such drlivles are not sold separately by either corr
itself or other vendors. This new guidance alsmifitantly expands the disclosures required for tipld-element revenue arrangements. The re'
guidance will be effective for the first annual iperbeginning on or after June 15, 2010. We magtdte adopt the provisions prospectively to ne
materially modified arrangements beginning on tffective date or retrospectively for all periodepented. We are currently evaluating the irr
FASB ASU 09-13 will have on our consolidated fin@hstatements.

In October 2009, the FASB issued Accounting Staelddpdate No. 2009-14 (FASB ASU 09-14ertain Revenue Arrangements That Inc
Software Elements—a consensus of the FASB Emelgsiges Task Forcethat reduces the types of transactions that fahiwithe current scope
software revenue recognition guidance. Existingvgafe revenue recognition guidance requires tisapribvisions be applied to an entire arrange
when the sale of any products or services contgiaimutilizing software when the software is coesatl more than incidental to the product or set
As a result of the amendments included in FASB A$t) 200914, many tangible products and services that ralyaftware will be accounted -
under the multipleelement arrangements revenue recognition guidaatberrthan under the software revenue recognitigdagice. Under this ne
guidance, the following components would be exaluffem the scope of software revenue recognitioidance: the tangible element of the proc
software products bundled with tangible productemetthe software components and non-software coemtsifiunction together to deliver the prodsct’
essential functionality, and undelivered compondmas relate to software that is essential to #mgible product’s functionality. FASB ASU 8} alst
provides guidance on how to allocate transactiamsicieration when an arrangement contains both efalbles within the scope of software reve
guidance (software deliverables) and deliverabtswithin the scope of that guidance (newftware deliverables). This guidance will be efifex for
revenue arrangements entered into or materiallyifieddin fiscal years beginning on or after June 2810. We may elect to adopt the provis
prospectively to new or materially modified arramgmts beginning on the effective date or retrospelgt for all periods presented. However, we r
elect the same transition method for this guidaaxéhat chosen for FASB ASU No. 2009-13. We areectlly evaluating the impact FASB ASU 09-
will have on our consolidated financial statements.

Reclassifications
Certain amounts in the 2008 financial statementg lheen reclassified to conform to the 2009 prediemt.

2. Going Concern and Liquidity
Our financial statements have been prepared uh@eassumption that we will continue as a going eamc The report of our independent regist
public accounting firm included in our Annual Repon Form 10K for the year ended December 31, 2008, filed wlith Securities and Exchar

Commission, includes an explanatory paragraph esprg substantial doubt as to our ability to camims a going concern. The financial statemer
not include any adjustments that might result ftbmoutcome of this uncertainty.
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We have operated at a loss since inception andi@reurrently generating sufficient revenues toerosur operating expenses. We are continuil
work to obtain new customers and to increase rex®riom existing customers. We contemplate raisiddjtional outside capital within the next
months to help fund current growth plans (see Nbteelow). We have reduced monthly expenses thrautg2009 and raised approximately ¢
million of a planned $1.5 million capital raise rfinooutside sources from April 2009 through Novemb@r 2009. We intend to raise an additit
$300,000 under our current capital raise, and alitiadal $500,000 round for next year. With thesidé capital and with increased revenues from
and existing customers, we believe we will be abléund operations through 2010 based on our cuplams and projections. In the event we are
able to meet our revenue projections through thee &fn2009 and 2010, we may be required to raisétiaddl capital and further reduce opera
expenses.

If new sources of financing are insufficient or vadable, we will modify our growth and operatinps to the extent of available funding, if anyny.
decision to modify our business plans would harm ahility to pursue our growth plans. If we ceasestop operations, our shares could bec
valueless. Historically, we have funded operatamministrative and development costs through #ite af equity capital or debt financing. If ouapt
and/or assumptions change or prove inaccurate ecaire unable to obtain further financing, or suohrfcing and other capital resources, in addita
projected cash flow, if any, prove to be insuffitieo fund operations, our continued viability abdde at risk. To the extent that any such finag
involves the sale of our common stock or commogkstxguivalents, our current stockholders could Utestantially diluted. There is no assurance
we will be successful in achieving any or all ofsk objectives in 2009 or 2010.

3. Series A Convertible Preferred Stock

Offering

In March 2009, we initiated a private offering puaat to Section 4(2) of the Securities Act of 1988amended, and Rule 506 promulgated thereun
raise up to an additional $1.5 million in two ph&s®750,000 from April to June 2009 and an additiékv50,000 by the end of December 2009.
investment is in the form of Series A convertiblefprred shares, $0.01 per share par value wittatedsvalue of $1.00 per share, convertible
common shares at the rate of $0.20 per common .siameeach Series A convertible preferred shanegstors in the offering also receive a warra
purchase 1.25 shares of common stock at $0.25 h@ee sat any time within five years. As of SeptemB@, 2009, we had received proceed
$1,202,627 from the sale of 1,202,627 Series A edible preferred shares. The Series A sharescalgy a cumulative dividend at an annual raf
8%. Cumulative dividends not accrued or declaredf &eptember 30, 2009 are $32,356.

Deemed Divident

For the three and nine months ended September(8®, 2leemed dividends of $105,928 and $688,13®eotisely, were recorded as a result
beneficial conversion feature on the Series A cdible preferred shares. The beneficial conversiarere calculated as the difference betwee
proceeds received from the sale of the Series Avertible preferred stock and the fair value of tiielerlying common stock into which the prefe
shares are convertible. These were recorded gr@néial dividends, thus increasing the loss ajajplie to common stockholders.

4. Equity-Based Compensation

We currently have a stock option plan that allowsta grant stock options, restricted stock andro#lygiity based awards to employees, directors
consultants. The plan is discussed in more detailir Annual Report on Form 10-K.

Equity-based compensation expense, included in generah@meéhistrative expense in the consolidated statésnef operations, totaled $539,807
$214,001, respectively for the three months endgate®nber 30, 2009 and 2008; and totaled $908,7@45amM6,071, respectively for the nine moi
ended September 30, 2009 and 2008.

As reported on Form B; filed with the Securities and Exchange Commissio July 15, 2009, Jerrell G. Clay and StepheGygs resigned from o
Board of Directors effective as of July 15, 20@@onsequently, we recognized the remaining expensmptions held by Mr. Clay and Mr. Griggs in <
2009.

Our Board of Directors authorized on July 28, 20&f@ctive August 7, 2009, the repricing of certainck options (the “Options”previously issued
our employees, officers and members of the Boaliigctors pursuant to the Compasy2008 Incentive Stock Plan at the greater of $petshare ar
the closing price of our stock on July 28, 200% aresult, the exercise price of the Options wegied to $0.40, and we recognized expense of $8
for the three and nine months ended September0®3. I here was no change in the number of shaldsauo each Option, vesting or other terms.
repricing was implemented to realign the valuehaf ©ptions with their intended purpose, which isdiain and motivate company employees, off
and directors. Prior to the repricing, many of ptions had exercise prices well above the recearket prices of our common stock on the (
Bulletin Board.
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We granted 910,182 shares of common stock to erapkogn April 1, 2009, in lieu of cash compensatiera result of the employees taking a red
salary beginning in November 2008 and continuirrgughout 2009. The shares were valued at the gqwiice of our common stock on April 1, 2(
and resulted in compensation expense of $13,27%48¢&71, respectively, for the three and nine imeended September 30, 2009.

We granted 1,813,500 shares of common stock toudtamss and others for services rendered duringnthe months ended September 30, 2
resulting in expense of $270,392. These shares vedued at the closing price of our common stockhasservices were performed as required by F
ASC 505-50, “Equity-Based Payments to Non-Employees

As of September 30, 2009, there was approximatéBi®93 of unrecognized equipased compensation expense related to option gfsetsvill be
recognized over a weighted average period of 1laBsye

5. Commitments and Contingencies

Litigation

On December 17, 2007, Robert L. Bishop, who workél aVinci Medias (AVI Media) predecessor, Sequoia Media Group, ib@ limited capacity i
2004 and is a current member of a limited liabiitympany, LifeCinema, LLC, that owns an equity iiagt in aVinci, filed a legal claim in the Th
Judicial District Court for Salt Lake County, StateUtah, alleging a right to unpaid wages and@mmissions (with no amount specified) and com|
equity. The Complaint was served on AVI Media amuhary 7, 2008. AVI Media timely filed an answeengling Mr. Bishops claims an
counterclaiming interference by Mr. Bishop with AMledia’s capital raising efforts. AVI Media is @efding against Mr. Bishog'claims and discove
is ongoing. On April 30, 2009, defendants filedhation for summary judgment based upon the fact Bishop did not file suit within the four ye
statute of limitations applicable to oral contragipon which plaintiff is suing), and upon the gnds that no agreement exists because there w
meeting of the minds. The court deferred rulinglemotion pending Mr. Bishop conducting deposgieof company executives. On June 16, 200!
Bishop filed an amended complaint which alleged tredendant Chett B. Paulsen is responsible foordign of the equity Bishop is claiming in 1
action. On June 30, 2009 Bishop filed a motion feave to file a second amended complaint to addmel for fraud and neglige
misrepresentation. Defendants objected to theamath the ground of failing to state a claim, theility doctrine” under Utah law, and failing to time
file the claims. Defendants filed a second mofimnsummary judgment on July 28, 2009 on the grsuhét Bishops action is barred by Utah stai
which requires “investment advisoagreements to be in writing. The matter has bebmdted to the court for oral argument but no dete been set
hear the motion.

Operating Leases
We have operating leases for office space with $ezrpiring in 2012 and 2013. Future minimum leasmgents are approximately as follows:

Years Ending December & Amount

2009 $ 44.,00(
2010 257,00(
2011 263,00(
2012 267,00(
2013 136,00(
Total $ 967,00(

On April 1, 2009, we signed an amendment to theaijppgy lease for our primary office space in Drapdtah. The amendment modified the mon
lease payments and extended the lease expiratterfrden June 30, 2010 to June 30, 2013. As asmshg measure, on or about October 30, 200
signed a norbinding letter of intent to sublease a portion of epace to a third party with an option for thediparty to sublease the remaining sy
upon 60 days notice. Upon execution of a sublesséntend to move to a subdivided portion of ounrent facility. We expect costs associated wit
sublease to be minimal.

Rental expense under operating leases for thermamths ended September 30, 2009 and 2008 totaBR|¥I5 and $157,481, respectively.
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Purchase Obligation:

Under the terms of a consumer products licensesaggat with ESPN Enterprises, Inc. (ESPN), we guaegthESPN minimum royalty amounts in 2(
2010 and 2011. We began offering ESPN licensedyatsdin June 2009, and we have accrued expensemade payments towards the minin
amounts due by the end of each calendar year.

In June 2009 we agreed to purchase directors afickis liability insurance for a yeas’period with the premium to be paid in equal mby
installments over the term of the insurance cowerag

6. Fair Value

FASB Topic 820, “Fair Value Measurements and Disgtes,” establishes a fair value hierarchy which requireseatity to maximize the use
observable inputs and minimize the use of unobsdeviaputs when measuring fair value. FASB Topi© 82scribes three levels of inputs that a\
uses to measure fair value:

« Level 1: Quoted prices (unadjusted) for identicateds or liabilities in active markets that theitgnhas the ability to access as of
measurement dat

« Level 2: Level 1 inputs for assets or liabilitidgat are not actively traded. Also consists of aseobable market price for a similar asse
liability. This includes the use ¢matrix pricin¢’ used to value debt securities absent the exclusigeof quoted price

« Level 3: Consists of unobservable inputs that aexliilo measure fair value when observable marketsrare not available. This could incl
the use of internally developed models, finanaaétasting, etc

Fair value is defined as the price that would leeired to sell an asset or paid to transfer alitgtietween market participants at the balancestate
Whenpossible we look to active and observable marlketwite identical assets or liabilities. When idestassets and liabilities are not traded in &
markets, we look to observable market data forlaindssets and liabilities. However, when certagsets and liabilities are not traded in obsen
markets aVinci must use other valuation methodfeteelop a fair value.

The following table presents financial assets #atilities measured on a recurring basis:

Fair Value Measurements at Reporting Date U
Quoted Prices

in Active Significant
Markets for Other Significant
Balance at Identical Observable Unobservable
September 3( Assets Inputs Inputs
Description 2009 (Level 1) (Level 2) (Level 3)
Available-for-sale securitie $ 87,09 $ 87,09: — —

7. Related Party Transactions

Consulting Agreement

During the three and nine months ended Septemhe&088, pursuant to an agreement executed durengehlr ended December 31, 2007, we rect
expense of $0 and $725,000, respectively, for dinguservices from Amerivon Holdings, Inc. (Ameoiv), a significant shareholder of the Comp
During the three and nine months ended Septemhe2088, we paid Amerivon $0 and $745,000, respelstifor this agreement.

On July 1, 2008 we entered into a new sales anduttimy agreement with Amerivon that terminated dlgeeement referenced above that was exe
during the year ended December 31, 2007. Duringhhee and nine months ended September 30, 2009¢cveded expense of $3,115 and $6,
respectively, for consulting services under this/ regreement. No payments were made under this ragrgeduring 2009. During the three and |
months ended September 30, 2008, we recorded expér683 for consulting services under this neweamgent. During the three and nine mo
ended September 30, 2008, we paid Amerivon $48thfsrmagreement.

On April 15, 2009 we issued 500,000 shares of comatock to Amerivon for consulting services undeoasulting agreement dated March 31, 2

Under the terms of this agreement, John E. Tysadirextor for the Company, is to serve as aVi&dhairman of the Board and the Chairma
aVinci's Executive Committee. These shares haravhlue of $35,000 and were expensed immediately.
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Series A Convertible Preferred Sto
On April 3, 2009 Amerivon purchased 350,000 shafeSeries A convertible preferred stock for $350,00

On May 22, 2009 John Tyson, our Chairman of ther8gaurchased 10,000 shares of Series A convenpileferred stock for $10,000.

Board Compensatiol

On July 23, 2009, our Board of Directors approveel issuance of 50,000 shares of the Company’s ceonstazk to each nomanagement direct
serving on the board for the period June 6, 2008uthh June 5, 2009. Consequently Tod M. TurleynJddhTyson, Stephen P. Griggs, and Jerre
Clay each received 50,000 shares of the Compaoysron stock. These shares had a total fair val$$®f000 and were expensed immediately.

Option Re-pricing

On July 23, 2009, our Board of Directors authorjzefflective August 7, 2009, the peicing of certain stock options, previously issutedcompan
employees, officers and members of the Board ofdars pursuant to the CompasyZ008 Incentive Stock Plan at the greater of $petGshare and t
closing price of our stock on July 28, 2009 (theptions”). As a result, the exercise price of the Options leagred to $0.40. There was no chanc
the number of shares subject to each Option, \@siinother terms. The naricing was implemented to realign the value of @gtions with the
intended purpose, which is to retain and motivat@amgany employees, officers and directors. Prigthtorepricing, many of the Options had exer:
prices well above the recent market prices of amnmon stock on the OTC Bulletin Board.

As a result of the option re-pricing Stephen P.g@siand Jerrell G. Clay, former directors, each 426,000 options rericed. We recorded a to
expense of $46,000 related to the re-pricing oehmptions.

Distributions

The former Series B redeemable convertible prefeart holders were entitled to a cumulative anrdisdribution of $0.06 per unit. During the n
months ended September 30, 2008 we accrued $22f7 d@&tributions due on the Series B redeemabtevertible preferred units held by Ameriv
We paid Amerivon $447,783 for the accrued distiimg in June 2008.

Warrants

On January 30, 2008, Amerivon exercised 1,504,680amts to purchase common units of Sequoia fdr ceceived of $414,625; and on June 5, Z
Amerivon exercised 87,096 warrants to purchase comuomits of Sequoia for a total price of $46,00Be3e exercises, along with Ameriven’
conversion of convertible preferred units, increb&enerivon’s ownership percentage to 45.4% of athmon units prior to the merger on June 6, 2008.

On July 15, 2009, Stephen P. Griggs and Jerre€l@y, former directors, each received warrantsucipase up to 200,000 shares of common stc
the Company for $0.30 a share at anytime on orrbef6 years from the date of issuance. We recoadiedal expense of $77,000 for the issuant
these warrants.

8. Subsequent Events

As discussed in Note 3 above, we are continuintpige capital through the offering of Series A centible preferred stock. From October 1, 2
through November 10, 2009, we sold 230,627 shdr8gies A convertible preferred stock for cashcpetls of $230,627.

On October 2, 2009 we entered into a $100,000 Rswry Note with John E. Tyson, the Companghairman. The terms of the note are 30 «

bearing simple interest at 24% per annum with e0&&@gination fee. On November 1, 2009, Mr. Tysareed to extend the terms of the Promis
Note an additional 30 day
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ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANTAL CONDITION AND RESULTS OF OPERATIONS

Some of the information in this filing contains f@ardlooking statements that involve substantial risksl ancertainties. You can identify th
statements by forward-looking words such as “méwjll,” “expect,” “anticipate,” “believe,” “estimag¢” and “continue,”or similar words. You shou
read statements that contain these words cardfattpuse they:

. discuss our future expectations;
. contain projections of our future results of operd or of our financial condition; and
. state other “forward-looking” information.

We believe it is important to communicate our exateons. However, there may be events in the futtuaé we are not able to accurately predict or
which we have no control. Our actual results arel ttining of certain events could differ materialipm those anticipated in these forwdodking
statements as a result of certain factors, inctythiose set forth under “Risk Factors,” “Busineasti elsewhere in this prospectus.

Overview

Through our subsidiary, aVinci Media, LC, we depbsoftware technology that employs “Automated Mudtdia Object Models,” a patepending
way of turning consumer captured images, video, amtlo into complete digital files in the form aflifmotion movies, DVDS, photo books, postt
and streaming media files. We make software teldgyoand package the software in various formslalil to mass retailers, specialty retai
Internet portals and web sites that allow end coress to use an automated process to create prosluthisas DVD productions, photo books, pos
calendars, and other print media products from weoes photographs, digital pictures, video, and othedia. Under our business model, our custo
are retailers, online vendors and end customers. ehibble our retail and online customers to sell poducts to the end consumer who rer
customers of the vendor. Through 2007, aVinci MediC generated revenues through the sales of DMBDugts created using its technology. Du
2008, new photo book and poster product offeringerew made available. Currently on websites www.astodio.com anc
www.myESPNhighlights.com we sell products directly to end customers. Byirk009 we launched myESPN Highlights which giveraifters
photographers, and photo labs the ability to she®gauth sports images in an authentic SportsCéntaighlight reel,” complete with commentary
ESPN's Karl Ravech. Products include "customizaBledrtsCenter branded digital photo products irinlygersonalized DVD movies, photo books
posters. In November 2009 we introduced additigqaonalized myESPN Highlights trading cards, 80xmemory mates (a print photo proc
featuring an athlete and team) and fleece blankets.

Currently our products are available at the follogviretailers: Meijer (approximately 179 stores), livart (approximately 3,300 domestic stor
Walgreens (approximately 6,500 stores), and Castaline at Costco.com). Walgreens officially lauadtthe product line in its stores on June 28, 2
Our products are also available to other customedsonline at www.avincistudio.com

During June 2009, we launched our newest proddeting, myESPN Highlights pursuant to the licensaggeement we entered into with ESPN a
end of 2008. We made limited myESPN Highlightsduats available through Walmart stores in June 2809 also launched a direct to const
website at www.myESPNhighlights.comTo distribute and market the product, we createdistribution program to allow sports photographent
other interested parties to register with aVincsates associates to carry the myESPN Highligtadyart line. Photographers who are currently abt
working with sports programs and athletic eventsvjgle an opportunity for us to utilize an estab#dhndustry as a direct sales force. Sales age¢
make a commission on any sales they make to ertdroass. We continue to actively recruit and remistales associates to sell myESPN High
products.

On or about the last week of September, we reaahestbal agreement with Fujicolor to deploy our reahival software that allows customers to :
digital files on CD, SD cards or other electroniedia to DVD, in Walmart stores. As an advance &jaite license fees associated with deployme
our archive software, Fujicolor paid us approxirhat$247,500 in October 2009. The parties to theeamgent intend to memorialize the ve
agreement in a written document that will provided three-year term with license fees of approfaiyabl million per year starting in 2010.

During October 2009, we memorialized in a writtemttact our agreement with Walgreens to provide DMD products for instore fulfillment ir

approximately 6,500 domestic Walgreens stores. DMD products have been available in Walgreensestaince June 2009 and Walgreens
produced over 140,000 DVDs from June through Octobe
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Subsequent to the end of the quarter, in Novemb@® 2ve introduced a new product offering to comiaghoto labs servicing the youth sports me
that allows the labs to offer, sell and createtgioducts including trading cards, 8 x 10 printsl @osters. Upon the creation of products, lalocosr:
pay a royalty for products produced. We have eedagveral labs and are in negotiations with s¢wesee at the present time.

Because of the success we have had working witiNBSRreate personalized products associated wligading brand, we are engaged in discus
with other leading brands, including ESBNsarent company Disney, to create similar protines to leverage personalized association withbtiaed:
using our technology.

We currently manufacture DVDs for all end customiarsur Draper, Utah facility with the exception mfoducts sold at Meijer and Walgreens w
DVDs are created on site at the store where théuatds purchased by the end customer. We useetiveess of local thirgsarty vendors to print DV
covers and inserts, photo books, and posters.

Critical Accounting Policies and Estimates

The preparation of financial statements in confoymiith U.S. generally accepted accounting prirgsptequires management to make estimate
assumptions that affect reported amounts and dises. We base our assumptions, judgments andagssiran historical experience and various ¢
factors that we believe to be reasonable undetithemstances. Accordingly, actual results couftedirom those estimates.

We believe that the assumptions, judgments anchasds involved in the accounting for revenue reitamm and equitypased compensation have
greatest potential impact on our Condensed CoregelidFinancial Statements. These areas are keyormnis of our results of operations and are |
on complex rules which require us to make judgmemtd estimates, so we consider these to be oucatrdiccounting policies. Historically, ¢
assumptions, judgments and estimates relativertardical accounting policies have not differedtaréally from actual results.

There have been no significant changes in ourcatiiccounting policies and estimates during the mionths ended September 30, 2009 as compe
the critical accounting policies and estimates Idsad in Managemerst’ Discussion and Analysis of Financial Conditiord desults of Operatio
included in our Annual Report on Form 10-K for gfear ended December 31, 2008.

Results of Operation

For the first nine months of 2009, revenues in@dak23% and operating losses decreased by 40%tmeame period in 2008. For the nine mc
ended September 30, 2009, we had revenues of $8/ 37 operating loss of $4,152,414, a net losaf70,561, and a net loss applicable to con
stockholders of $4,858,692. This compares to resemi $302,351, an operating loss of $6,847,78@&tdoss of $6,934,944, and a net loss applical
common stockholders of $8,136,717 for the sameogén 2008.

Revenues

Total revenues increased $201,132, or 179%, to ,$843or the three months ended September 30, 2808pmpared to $112,652 for the same p

in 2008. The increase in revenue during the threeths ended September 30, 2009 over the same perfi8 is primarily due to sales in Walgreen’
stores as a result of significant marketing effsttsrounding the launch of aVinci products in Wakgr's stores throughout the United States at the €
the second quarter and the start of the third quaft2009. For the nine months ended Septembe2(@®, total revenues increased $371,377 or 12
$673,728 as compared to $302,351 for the samedpari@008. The increase in revenue for the ninethended is also due to the launch of a\
products in Walgreen'’s stores throughout the Un8tates during the second and third quarters 09200

Two customers accounted for a total of 88% of aVsevenues for the three months ended Septemb@0880,(individually 75%, and 13%) compa
to four customers accounting for 94% of the revefarethe same period in 2008 (individually 47%, 19% percent, and 13%). Two custon
accounted for a total of 79% of aVingirevenues for the nine months ended Septembe®IY (individually 58%, and 21%) compared to -
customers accounting for 93% of aVirifevenue for the same period in 2008 (individudligs, 20%, 15%, and 11%). No other single cust
accounted for more than 10% of aVinci's total raxemfor the three and nine months ended Septen®h@089 or the same period in 2008.
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Operating Expenses

Cost of Goods SoldOur cost of goods sold decreased $48,973, or 21 %i84,327 for the three months ended Septenthe2®9, compare
to $233,300 for the same period in 2008. The deerdéa cost of goods sold is primarily due to $40,@0 cost related to the sale of equipment
customer during 2008, and to increased sale ofymtsdproduced in retail stores during 2009 for Wwhizir cost of goods sold are minimal. As
continue to replace product sales that we fulfillour facility with sales of products fulfilled istore, we expect our costs of good sold to contio
decrease because our customers assume the chstrafat materials and labor used to produce produmts us. For the nine months ended Septe
30, 2009, cost of goods sold decreased $80,162%rth $586,770 as compared to $666,933 for the gmmed in 2008. The decrease in cost of g
sold is primarily due to $118,000 in cost relatedhe sales for equipment sold to a customer du2B@g, and a reduction in labor costs of $45
associated with product production in our facilityring 2009. These decreases were partially offgeincreases recognized during the nine mc
ended September 30, 2009 of $45,000 in expirirenBe fees, $29,000 in increased retailer fees$aa®O00 in increased postage due to additionat
volume.

For the three and nine months ended Septembe089,the majority of cost of goods sold are for s@dsociated with fulfillment. For the three andk
months ended September 30, 2008, cost of goodsredidies $188,300 and $547,400, respectivelypsiscassociated with fulfillment; and $45,000
$119,600, respectively, for the cost of hardwaid sma customer.

Research and DevelopmentOur research and development expense decrea8dq339, or 62%, to $172,663 for the three monthdee
September 30, 2009, compared to $456,992 for tme geeriod in 2008. The decrease is primarily dua tecrease in the average employee heac
during this period from year to year. Additionakearch and development resources were needed dhenguarter ended September 30, 20(
preparation for the launching of our products ast€o and Meijer. The decrease in employee headamatunts for approximately $229,000 of
decrease. Reduced usage of outside resources deelxpenses by approximately $41,000. For the nioeths ended September 30, 2009, researc
development decreased $833,405, or 58% to $61441compared to $1,447,522, for the same period@8.2The decease in expenses for the
month period is also primarily due to the decréadbe average employee headcount from 2008 to 2800®e same reasons stated above. The de:
in employee headcount accounts for approximateB5FI00 of the decrease. Reduced usage of outsiderces reduced the nine month researcl
development expense by $87,000.

Selling and Marketing. Our selling and marketing expense decreased $1830r 46%, to $215,284 for the three months er@ggtember 3
2009 compared to $398,854 for the same period @82Bor the nine months ended September 30, 2@lhgsand marketing decreased $609,18
45% to $756,463 compared to $1,365,650, for theegaeniod in 2008. The decreases are primarily duedecrease in the average employee heac
during these periods from year to year as additimmsources were needed in 2008 to help launclpgucts at various mass retailers. For the thne
nine months ended September 30, 2009, the decireasaployee headcount accounts for approximatefl4¥I00 and $384,000, respectively, of
decrease; and the decrease in the use of outsderoes accounts for approximately $62,000 ando$80,respectively, of the decrease from 2
Finally, for the nine months ended September 3092fharketing expenses decreased by approximai@g,800 as 2008 included increased mark
expense associated with the launch of our prodatotarious mass retailers.

General and Administrative Our general and administrative expense incre&88d089, or 8%, to $1,176,016 for the three momrtihde:
September 30, 2009, compared to $1,086,927 fosahee period in 2008. The increase is primarily tluéhe increase in stoddased compensati
expense of $269,000. The majority of this incremas due to the recognition of the remaining optspense for options granted to two former dire
due to the acceleration of vesting upon their resign in July 2009, and additional stds&sed compensation resulting from the repricinthefmajority
of our options in August 2009 (see Note 4 abovendsal and administrative expenses also increaseghfiroximately $218,000 due to the issuan
stock and warrants for outside services includitagls granted to non-employee directors for thestpaears service. These increases were offst
decreases in salaries of $155,000 and benefits46f0$0 due to reduced overall headcount and redeceployee benefits. Other general
administrative expenses decreased including reshgtin investor related expenses of $55,000 duercteased activity in 2008 following the reve
merger in June 2008, and reduced insurance expEn$49,000 due to the purchase of “run-off” direst@and officers’liability insurance after tt
reverse merger transaction. Finally, legal and awting fees decreased by $29,000 from 2008 to 2@9to higher fees in 2008 associated witt
reverse merger transaction.

For the nine months ended September 30, 2009, gemradt administrative expenses decreased $8010222% to $2,868,792 compared to $3,670,
for the same period in 2008. The decrease is piliyrdue to a decrease of $375,000 in consulting@utdide services. The revised consulting agret
with Amerivon resulted in a decrease to generaladministrative expense of approximately $745,000is decrease was offset by an increase in
of other consulting and outside services. Empldyerefits decreased by $199,000 due to a decreaseiiall headcount from year to year, and red
employee benefits. Insurance expense decreasetiZfyd®0 from 2008 to 2009, due to the paymentwfi-off’ directors and officers liability insurar
as described above. Finally, travel expenses deedely $72,000 from 2008 to 2009 due to the redudti overall average employee headcount
travel related expenses.
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Interest ExpenseOur interest expense decreased $5,144, or 50%5,20% for the three months ended September 30,, 2@08pared t
$10,353 for the same period in 2008. For the ninaths ended September 30, 2009, interest expeseaded $118,803, or 87% to $17,662 comy
to $136,465, for the same period in 2008. In cotiorawith the Agreement and Plan of Merger, aViMgdia, LC entered into a Loan and Sect
Agreement and Secured Note with Secure Alliancalidgk (“SAH”) on December 6, 2007 in order to ensure adequatks filmough the merger clos
date. The agreement provided for SAH to loan d tiftap to $2.5 million to aVinci Media, LC throughe merger closing date. A total of $1 million
received under the Secured Note as of Decembe2(®F,. An additional $1,500,000 was advanced dutiegthree months ended March 31, 2008.
amounts advanced under the Secured Note were deloyra@l assets of aVinci Media, LC, accrued insere 10% per annum and principal and int
were due and payable on December 31, 2008. In ctionewith the merger on June 6, 2008, the balaric®tes payable of $2.5 million and the reli
accrued interest of approximately $104,000 weraiakted.

Income Tax Expensef-or the three and nine months ended Septembel089,@&hd 2008, no provisions for income taxes weggired. Prior t
June 6, 2008, aVinci Media LC was a flow-throughitgrior income tax purposes and did not incur imeotax liabilities.

At September 30, 2009, management has recognizetliation allowance for the net deferred tax asssgted to temporary differences .
current operating losses. The valuation allowanas recorded because there is significant unceytaBithe realizability of the deferred tax assBése!
on a number of factors, the currently availablggedtive evidence indicates that it is more-likefyanot that the net deferred tax assets will nc
realized.

Deemed Dividend on Series A Convertible Preferradc®. Deemed dividends of $105,928 and $688,131 wereadeddor the three and ni
months ended September 30, 2009, respectivelyresult of a beneficial conversion feature on thee€s A convertible preferred shares. The berad
conversions were calculated as the difference legiwiege proceeds received from the sale of the SArieonvertible preferred stock and the fair vadt
the underlying common stock into which the preférshares are convertible. These were recordededsrential dividends, thus increasing the
applicable to common stockholders.

Deemed Distribution on Series B Redeemable ContégtiPreferred Units. aVinci recorded a deemed distribution of $976,0@0the nins
months ended September 30, 2008, to reflect themee of 1,525,000 common units that were issueatder to induce conversion of the Serie
preferred units to common units immediately pregggdhe reverse merger. The inducement units weoerded as a deemed distribution,
increasing the loss applicable to common stockhislde

Distributions on Series B Redeemable Convertibleeférred Units. The Series B redeemable convertible preferretdhatilers were entitled
an annual distribution of $0.06 per unit. The disttions on Series B redeemable convertible prefetmits decreased $225,773, or 100%, to $0 fc
nine months ended September 30, 2009, compared2®, &73 for the same period in 2008. The changkiésto the distribution accrual beginning
May 2007, and ending (due to the reverse mergehyiire 2008.

Balance Sheet Items.

The following were changes in our balance sheatats.

Cash . Cash decreased $1,064,917, or 99%, to $6,13émember 30, 2009, from $1,071,053 at DecembeP@08. The decrease is dut
continued cash operating deficits. We did receil/@®2,627 during the nine months ended Septemhe2(®® as a result of the issuance of the Ser
convertible preferred shares (see Note 3 abovie¢lfpcover the operating deficit.

Accounts receivable . Accounts receivable increased $113,831, or 44943(75,423 at September 30, 2009 from $261,592eaedber 3:

2008. The increase is primarily due to invoicingi¢alor $247,500 for an advance against site lieefees associated with deployment of our arc
software.
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Prepaid Expenses . Prepaid expenses decreased $152,740, or 669801805 at September 30, 2009 from $233,045 at Deeefil, 2008. Tt
decrease is due to several factors including reezogn expiring and other music license fees of $66, recognizing prepaid directors and offi
insurance of $37,000, recognizing prepaid confezeiees of $24,000, recognizing prepaid medical fitsnef $22,000, recognizing prepaid inve:
relations expenses of $17,000 and recognizing ptemmt of $7,000. These decreases were partidfset by an increase in prepaid legal fee
$18,000.

Deferred Costs . Deferred costs decreased $127,100, or 88%, tiB%46at September 30, 2009, from $143,944 at Deeer®b, 2008. Tt
decrease is due to Qualex cancelling its contréttt ws in December 2008. As a result of the cardationtract, Qualex returned equipment to us ar
discontinued recognizing the related deferred castsdeferred revenue over the life of the origomitract.

Property and Equipment, net . Property and equipment decreased $309,176, or, 50%313,509 at September 30, 2009, from $622d#
December 31, 2008. The decrease is due to depoecatpense of $308,000.

Deferred Revenue . Deferred revenue increased $172,470, or 50%519 $44 at September 30, 2009, from $344,574 aem@ber 31, 200
The increase is a result of increased sales cdsatf@cwhich all of the criteria for revenue recagm were not yet complete at September 30, 200@
increase was partially offset due to Qualex camgglts contract with us when they ceased all ojima in December 2008. As a result of the cand
contract, Qualex returned equipment to us and weodtinued recognizing the related deferred castisdeferred revenue over the life of the oric
contract.

Liquidity and Capital Resource

Unaudited
Nine Months Ended
September 30
Statements of Cash Flow 2009 2008
Cash Flows from Operating Activiti¢ $(2,167,20) $(6,372,06)
Cash Flows from Investing Activitie 9,317 (71,247)
Cash Flows from Financing Activitie 1,092,96° 8,429,83.
Increase (Decrease) in cash and cash equive (1,064,91) 1,986,52.

Operating Activities. For the nine months ended September 30, 2009¢as#t used in operating activities was $(2,167,2@thpared t
$(6,372,069) for the same period in 2008. The changere due to higher operating expenses for the mionths ended September 30, 2008 fo
pursuit of new customers and development of addificdelivery methods for software technology whiglyuired substantial additional humr
equipment and other resources.

Investing Activities. For the nine months ended September 30, 2009ci¥icash flows provided by investing activities w8s3%7 compare
to cash used of $(71,241) for the same period @820 he change was due to purchasing less propadyequipment in the nine months er
September 30, 2009 than in the same period in 20@8due to proceeds received from the sale of etanle securities, at a realized loss, in 2009.

Financing Activities. For the nine months ended September 30, 2008nding activities provided $1,092,967 of cash comgao providini
$8,429,834 for the same period in 2008. Duringrtine months ended September 30, 2009, we receilv@02627 from the sale of Series A conver
preferred stock and we used $109,660 for pringiagiments under capital lease obligations. Durirgrtine months ended September 30, 2008, a
received approximately $7.1 million in cash as sulieof the reverse merger; and $1.5 million froAHSin anticipation of closing the Merc
Agreement. During this period, aVinci received $82% from Amerivon as they exercised a portionhgfit warrants to purchase additional com
units, used $(534,024) for payment of accruedilistions, and used $(91,879) for principal paymemtser capital obligations.

As discussed in Note 3 above, in March 2009, witaileid a private offering pursuant to Section 4Pbhe Securities Act of 1933, as amended, and
506 promulgated thereunder to raise up to an additi$1.5 million in two phases, $750,000 from ApsiJune 2009 and an additional $750,000 b
end of December 2009. The investment is in thenfof Series A convertible preferred shares, $0€xlspare par value with a stated value of $1.0
share, convertible into common shares at the 1f&©.@0 per common share. For each Series A ctibiepreferred share, investors in the offeringr
receive a warrant to purchase 1.25 shares of constomk at $0.25 per share at any time within fieang. As of September 30, 2009, we had rec
proceeds of $1,202,627 from the sale of 1,202,6&7eS A convertible preferred shares. The Serieshédres also carry a cumulative dividend ¢
annual rate of 8%. Cumulative dividends not accroredeclared as of September 30, 2009 are $32,356.
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We have operated at a loss since inception anai@reurrently generating sufficient revenues toesoour operating expenses. As of Septembe
2009, we have negative working capital of $262,28@pared with a working capital surplus of $1,193,at December 31, 2008. We are continuir
work to obtain new customers and to increase rea®ifitom existing customers. We contemplate raisidditional outside capital within the next
months to help fund current growth plans (see Nb&bove). We have reduced monthly expenses thooutg?009 and raised approximately ¢
million of a planned $1.5 million capital raise rfinooutside sources from April 2009 through Novemb@r 2009. We intend to raise an additit
$300,000 under our current capital raise, and alitiadal $500,000 round for next year. With thesidé capital and with increased revenues from
and existing customers, we believe we will be abléund operations through 2010 based on our cuplams and projections. In the event we are
able to meet our revenue projections through tree @&n2009 and 2010, we may be required to raisetiaddl capital and further reduce opera
expenses.

If new sources of financing are insufficient or uagable, we will modify our growth and operatinaps to the extent of available funding, if any.y
decision to modify our business plans would harm ahility to pursue our aggressive growth plarfsweé cease or stop operations, our shares
become valueless. Historically, we have fundedatpey, administrative and development costs thinotlge sale of equity capital or debt financing
our plans and/or assumptions change or prove imatgwr we are unable to obtain further financimgsuch financing and other capital resource
addition to projected cash flow, if any, prove ® ibsufficient to fund operations, our continuedbiiity could be at risk. To the extent that amgh
financing involves the sale of our common stockcommon stock equivalents, our current stockholdersld be substantially diluted. There is
assurance that we will be successful in achievinga all of these objectives in 2009.

New Accounting Standard

In March 2008, the Financial Accounting Standardsai8 (FASB) issued Topic 815, “Derivatives and Hadd Topic 815 amends and expands
disclosure requirements with the intent to prowiders of financial statements with an enhancedrstateding of how and why an entity uses derivi
instruments, how derivative instruments and reldtedged items are accounted for, and how derivéisieuments and related hedged items affe
entity’s financial position, financial performance, andfcdlows. Topic 815 was effective beginning in fhist quarter of fiscal 2009. The adoptior
this guidance had no effect on our consolidatearfmal position or results of operations.

In December 2007, the FASB issued Topic 805, “BessnCombinations,” and Topic 810, “Consolidatiofopic 805 changes how business acquisi
are accounted for and impacts financial statemoits on the acquisition date and in subsequenbgeriTopic 810 changes the accounting and rep
for minority interests, which is recharacterized remcontrolling interests and classified as a camepo of equity. Topic 805 and Topic 810 w
effective for us beginning in the first quarterfistal 2009. The adoption of Topic 805 and Topi® &&d no effect on our consolidated financial pog
or results of operations.

In April 2009, the FASB issued three new standatdlsgddress concerns about (1) measuring the &irevof financial instruments when the mar
become inactive and quoted prices may reflectefised transactions and (2) recording impairmermngelsaon investments in debt securities. The F
also issued a third standard to require disclosoirésir values of certain financial instrumentdnterim financial statements.

Topic 820, “Fair Value Measurements and Disclostinesovides additional guidance to highlight and expan the factors that should be considere
estimating fair value when there has been a sinifi decrease in market activity for a financiaets This standard also requires new disclo:
relating to fair value measurement inputs and vadnaechniques (including changes in inputs arldatéon techniques).

Topic 320, “Investments - Debt and Equity Secuwsitiavill change (1) the trigger for determining viher an other-thatemporary impairment exists &
(2) the amount of an impairment charge to be rembid earnings. To determine whether an other-tearporary impairment exists, an entity will
required to assess the likelihood of selling a ggcprior to recovering its cost basis. This isteange from the current requirement for an entitggses
whether it has the intent and ability to hold ausig to recovery or maturity. This standard alsgp@nds and increases the frequency of exi
disclosure about other-thaemporary impairments and requires new disclosafele significant inputs used in determining addréoss, as well as
rollforward of that amount each period.
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Topic 825, “Financial Instrumentsificreases the frequency of fair value disclosuremfannual to quarterly to provide financial stagemusers wit
more timely information about the effects of cutrerarket conditions on their financial instruments.

The provisions of these three standards were @feeftr us beginning the second quarter of 200® @tioption of these three standards did not h
material effect on our consolidated financial positor results of operations.

In May 2009, the FASB issued Topic 855, “Subseqiv@nts,"which provides guidance to establish general staisdaf accounting for and disclosu
of events that occur after the balance sheet datbdjore financial statements are issued or aadadble to be issued. Topic 855 also requiresiestit
disclose the date through which subsequent evesits evaluated as well as the rationale for why diaé¢ was selected. Topic 855 is effective forrint
and annual periods ending after June 15, 2009,aandrdingly, we adopted this standard during theose quarter of 2009. Topic 855 requires
public entities evaluate subsequent events throlgldate that the financial statements are issMedhave evaluated subsequent events through tle
of filing these financial statements with the SECNDvember 10, 2009.

In June 2009, the FASB issued Topic 105, “GenerAltgepted Accounting PrinciplesThis standard establishes the FASB Accounting Stath
Codification™ (the “Codification”)as the source of authoritative accounting prinsiplecognized by the FASB to be applied by nongavernta
entities in the preparation of financial statementsonformity with U.S. GAAP. The Codification d®@ot change current U.S. GAAP, but is intend:
simplify user access to all authoritative U.S. GABproviding all the authoritative literature rield to a particular topic in one place. The Codiiior
is effective for interim and annual periods endafger September 15, 2009, and as of the effectite, cll existing accounting standard documentk
be superseded. The Codification is effective fomuthe third quarter of 2009. The adoption of thisdance had no effect on our consolidated fire
position or results of operations.

In June 2009, the FASB issued a new accountinglatdnwhich modifies how a company determines wdreentity that is insufficiently capitalized
is not controlled through voting (or similar rightshould be consolidated. The new guidance clarifi@t the determination of whether a compa
required to consolidate an entity is based on, @naiher things, an entity’s purpose and designawmdmpanys ability to direct the activities of t
entity that most significantly impact the entdyéconomic performance. This standard requiresngoing reassessment of whether a company
primary beneficiary of a variable interest entifihis standard also requires additional disclosatesut a companyg’ involvement in variable inter
entities and any significant changes in risk expesiue to that involvement. This standard is effecfor fiscal years beginning after November
2009. We believe that the future requirements isfstandard will not have a material effect on camsolidated financial statements.

In October 2009, the FASB issued Accounting Stassldypdate No. 2009-13 (FASB ASU 09-13), “Revenuedgeition (Topic 605): Multiple-
Deliverable Revenue Arrangements (a consensuseoF&A5B Emerging Issues Task Force).” FASB ASU 0Qfdates the existing multipkdemen
arrangement guidance currently in FASB Topic 605d2Bvenue Recognition — Multiplelement Arrangements). This new guidance eliminéte
requirement that all undelivered elements haveablje evidence of fair value before a company @ognize the portion of the overall arrangemer
that is attributable to the items that have alrebdgn delivered. Further, companies will be requii@ allocate revenue in arrangements invol
multiple deliverables based on the estimated ggliirice of each deliverable, even though such drlivies are not sold separately by either conr
itself or other vendors. This new guidance alsmifitantly expands the disclosures required for tipld-element revenue arrangements. The re'
guidance will be effective for the first annual iperbeginning on or after June 15, 2010. We magtdte adopt the provisions prospectively to ne
materially modified arrangements beginning on tffective date or retrospectively for all periodepented. We are currently evaluating the irr
FASB ASU 09-13 will have on our consolidated fin@hstatements.

In October 2009, the FASB issued Accounting Staselddpdate No. 2009-14 (FASB ASU 09-14€rtain Revenue Arrangements That Inc
Software Elements—a consensus of the FASB Emergsiges Task Forcethat reduces the types of transactions that fathiwithe current scope
software revenue recognition guidance. Existingvgafe revenue recognition guidance requires tisapribvisions be applied to an entire arrange
when the sale of any products or services contgiaimutilizing software when the software is coesatl more than incidental to the product or set
As a result of the amendments included in FASB A$t) 200914, many tangible products and services that ralyaftware will be accounted -
under the multipleslement arrangements revenue recognition guidastterrthan under the software revenue recognitigdagice. Under this ne
guidance, the following components would be exatliftem the scope of software revenue recognitioidance: the tangible element of the proc
software products bundled with tangible producteretthe software components and non-software coemsriunction together to deliver the prodsct’
essential functionality, and undelivered compondmas relate to software that is essential to #mgible product’s functionality. FASB ASU 8} alst
provides guidance on how to allocate transactiamsicieration when an arrangement contains both efalbles within the scope of software reve
guidance (software deliverables) and deliverabteswithin the scope of that guidance (newoftware deliverables). This guidance will be effifee for
revenue arrangements entered into or materiallyifieddin fiscal years beginning on or after June 2810. We may elect to adopt the provis
prospectively to new or materially modified arranmgmts beginning on the effective date or retro$pelgtfor all periods presented. However, we r
elect the same transition method for this guidaaxéhat chosen for FASB ASU No. 2009-13. We areectlly evaluating the impact FASB ASU 09-
will have on our consolidated financial statements.
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Off-Balance Sheet Arrangements

We do not have any offalance sheet arrangements that have or are rédgdikaly to have a current or future effect orr dimancial condition, chang
in financial condition, revenues or expenses, tefloperations, liquidity, capital resources tisanhaterial to investors.

Contractual Obligations and Commitments

The following table sets forth certain contractobligations as of September 30, 2009 in summanyfor

Less More

than 1 1-3 4-5 than 5

Description Total Year years years years
Capital lease obligatior $ 134,56( 129,52¢ 5,031 - -
Operating lease obligatiol 967,45¢ 236,78 528,15¢ 202,51¢ -
Purchase obligations 139,45 74,45 65,00( - -
Totals $  1,241.47 440,76 598,18¢ 202,51¢ -

As a cost saving measure, on or about October(I),2ve signed a ndoinding letter of intent to sublease a portion of space to a third party with
option for the third party to sublease the remarépace upon 60 days notice. Upon execution ob&ease, we intend to move to a subdivided pc
of our current facility. We expect costs associatéttl the sublease to be minimal.
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ITEM 3. QUANTITATIVE AND QUALI TATIVE DISCLOSURES ABOUT MARKET RISK.
Not applicable

ITEM 4. CONTROLS AND PROCEDURES

Disclosure Controls and Procedures

We maintain disclosure controls and proceduresi¢fised in Rule 13a-15(e) of the Securities Excleafgt of 1934 (the “Exchange Act"Pesigned t
provide reasonable assurance that the informagiquired to be disclosed in our reports under thehBmge Act is processed, recorded, summarize
reported within the time periods specified in tHeC3s rules and forms and that such information is aedated and communicated to our manager
including our Principal Executive Officer and Piijpel Financial and Accounting Officer, as approf&jdo allow for timely decisions regarding reqd
disclosure. In designing and evaluating the disgisontrols and procedures, our management rexegtihat any controls and procedures, no n
how well designed and operated, can provide ordgorable assurance of achieving the desired casiijettives, and management is required to ¢
its judgment in evaluating the cost-benefit relasioip of possible controls and procedures.

As required by SEC Rule 13&(b), we carried out an evaluation, under the mtgien and with the participation of our manageiméncluding ou
Principal Executive Officer and Principal Finanaald Accounting Officer, of the effectiveness af thesign and operation of our disclosure contnod
procedures as of the end of the period coveredisyQuarterly Report. Based on this evaluation,tCRePaulsen, our Principal Executive Officer,
Edward B. Paulsen, our Principal Financial and Aetimg Officer, concluded that these disclosuretmds and procedures were effective at
reasonable assurance level as of September 30, 2009

Changes in Internal Control Over Financial Reporting
There have been no changes in our internal cootret financial reporting identified in connectiornthwvthe evaluation required by Rule 1B35¢d) o

Rule 15d15(d) under the Exchange Act that occurred duttiregquarter ended September 30, 2009 that haveialigtaffected, or are reasonably lik
to materially affect, our internal control overdimcial reporting.

23




PART II-OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS
We are not aware of any material pending or threatdegal proceedings, other than the litigatidarenced below.

On December 17, 2007, Robert L. Bishop, who workél aVinci Medias (AVI Media) predecessor, Sequoia Media Group, ib@ limited capacity i
2004 and is a current member of a limited liabiigmpany, LifeCinema, LLC, that owns an equity lieg in aVinci, filed a legal claim in the Th
Judicial District Court for Salt Lake County, StateUtah, alleging a right to unpaid wages andf@nmmissions (with no amount specified) and com|
equity. The Complaint was served on AVI Media amuary 7, 2008. AVI Media timely filed an answeengling Mr. Bishops claims an
counterclaiming interference by Mr. Bishop with AMledia’s capital raising efforts. AVI Media is @efding against Mr. Bishop’claims and discove
is ongoing. On April 30, 2009, defendants filedhation for summary judgment based upon the fact Bishop did not file suit within the four ye
statute of limitations applicable to oral contragipon which plaintiff is suing), and upon the gnds that no agreement exists because there w
meeting of the minds. The court deferred rulinglemotion pending Mr. Bishop conducting deposgiof company executives. On June 16, 200!
Bishop filed an amended complaint which alleged tedendant Chett B. Paulsen is responsible fooréign of the equity Bishop is claiming in 1
action. On June 30, 2009 Bishop filed a motion feave to file a second amended complaint to addmel for fraud and neglige
misrepresentation. Defendants objected to theamath the ground of failing to state a claim, thaility doctrine” under Utah law, and failing to time
file the claims. Defendants filed a second mofimnsummary judgment on July 28, 2009 on the grsuhét Bishops action is barred by Utah stai
which requires “investment advisoagreements to be in writing. The matter has bebmdted to the court for oral argument but no dete been set
hear the motion.

ITEM 1A. RISK FACTORS

There have been no material changes from the aisforfs disclosed in the “Risk Factors” section wf Borm 10K as filed with the SEC on March !
2009.

ITEM 2. UNREGISTERED SALES OFEQUITY SECURITIES AND USE OF PROCEEDS

The Company issued and sold 1,202,627 shares Bkiigs A Convertible Preferred Stock, $0.01 pareipar value, with a stated value of $1.0(
share with five-year warrants to purchase 1,503 &8&es of the Comparsy’common stock at an exercise price of $0.25 paresto accredite
investors. The Company received $1,202,627 asidenagion for the Series A Convertible Preferredc8tand the accompanying warrants. The S
A Convertible Preferred Stock will carry a cumwatidividend at an annual rate of 8%. The issuamcesale of these securities took place in a @
placement exempt from registration pursuant toiSeet(2) of the Securities Act of 1933. The Sere€onvertible Preferred Stock is convertible
the Companys common stock at $0.20 per share or 6,013,13®sharhe proceeds from the sale of the Series A/€tihle Preferred Stock have b
used to fund ongoing operations.

On July 15, 2009, Stephen P. Griggs and Jerre€l8y, former directors, each received warrantsueipase up to 200,000 shares of common stc
the Company for $0.30 a share at anytime on orrbef6 years from the date of issuance. We recoadiedal expense of $77,000 for the issuant
these warrants.
On July 23, 2009, our Board of Directors approveel issuance of 50,000 shares of the Company’s ceonstazk to each nomanagement direct
serving on the board for the period June 6, 2008uthh June 5, 2009. Consequently Tod M. TurleynJdehTyson, Stephen P. Griggs, and Jerre
Clay each received 50,000 shares of the Compaoysron stock. These shares had a total fair val$$®f000 and were expensed immediately.
ITEM 3. DEFAULTS UPON SENIOR ECURITIES

Not applicable
ITEM 4. SUBMISSION OF MATTERSTO A VOTE OF SECURITY HOLDERS

Not applicable
ITEM 5. OTHER INFORMATION

Not applicable.

ITEM 6. EXHIBITS
(a) Exhibits
Exhibit
Number  Description of Exhibit
3.3 Certificate of Designation of Series A ConvertiBleeferred Stock
31.1 Certification of the Principal Executive Officerguant to Exchange Act Rule 13a-14(a)
31.2 Certification of the Principal Financial and Accaimg Officer pursuant to Exchange Act Rule 13a-)4(a

32 Certification pursuant to 18 U.S.C. 1350, as adbptersuant to Section 906 of the Sarbanes OxleyoA2002
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SIGNATURES
In accordance with the requirements of the Exchawethe registrant has duly caused this repobesigned on its behalf by the undersigned,
thereunto duly authorized.

aVinci Media Corporatiol

Date: November 10, 2009 By: /s/ Chett B. Paulse

Chett B. Paulse
Principal Executive Office

Date: November 10, 2009 By: /s/ Edward B. Paulse

Edward B. Paulse
Principal Financial and Accounting Offic
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Exhibit 3.3
CERTIFICATE OF DESIGNATION
OF SERIES A CONVERTIBLE PREFERRED STOCK
OF

AVINCI MEDIA CORPORATION

Pursuant to Section 151 of the General
Corporation Law of the State of Delaware

I, the undersigned, being the President of aVineidd Corporation, a Delaware Corporation (the “gooation”), hereby certify i
accordance with the provisions of Section 151 ef@eneral Corporation Law of the State of Delavihe¢ the Board of Directors of the Corporation (*
Board of Directors) duly adopted the following resolution on Marct, 2009:

RESOLVED, that pursuant to the authority expreggiynted to and vested in the Board of DirectorgHgy provisions of the Corporatian’
Certificate of Incorporation, this Board of Dirertohereby creates, from the 50,000,000 shares edémped stock (the “ Preferred Stotk of the
Corporation authorized to be issued pursuant toQGbeificate of Incorporation, a series of the Brefd Stock having the following terms
designations:

Section 1. Designation andoAmt. The shares of this series, having a par valuddil per share, shall be designatedSesie:
A Convertible Preferred Stock” (the " Series A Rreéd StocK) and the number of shares constituting such sehig Ise 1,500,000. Each share of
Series A Preferred Stock shall have a stated J@lSgated Value') of $1.00. The relative rights, preferences andtéitions of the Series A Prefer
Stock shall be in all respects identical, sharestmare, to the Common Stock of the Corporation gfn@on Stock’), except as otherwiseprovidec
herein.

Section 2. Dividends The holders (“ Holder® of the then outstanding Series A Preferred Stoell &le entitled to receiv
when, as and if declared by the Board of Directots,of any funds and assets of the Corporatioallggvailable, dividends at an annual rate of &
the Stated Value. Dividends shall be cumulative ahdll accrue on each share of the outstandingeSeki Preferred Stock from the date of
issue. Dividends shall be payable in cash orhatdiscretion of the Corporation, in shares of Camr8tock at the price of Twenty Cents ($0.20)
share of Common Stoclgrovided that the Corporation shall not pay any cash dividentil the Corporation reports positive net incofoe twa
consecutive quarters as reported in the Corporatipuablic quarterly reports. No dividend shall zédpon the Common Stock at a rate greater the
rate at which dividends are paid on Series A PrefeBtock (based on the number of shares of Con8tmek into which the Series A Preferred Stot
convertible on the date the dividend is declardi;idends on Series A Preferred Stock shall bpreference to dividends paid on the Common Sto
hereinafter issued Preferred Stock.




Section 3. Voting RightExcept as otherwise expressly provided heremsaequired by applicable law, the Holder of edwdre
of Series A Preferred Stock shall be entitled ttevan all matters submitted to a vote or consestatkholders. Each share of Series A Preferredk
shall entitle the Holder thereof to such a numifevates per share equal to the number of shar&oaimon Stock into which such share of Seri
Convertible Preferred Stock is then convertiblespant to Section 6 hereof as of the record datéhtodetermination of stockholders entitled to vat
such matter, or if no record date is establishetheadate such vote is taken or any written congestockholders is solicited.

Section 4. Reacquired Shar@sy shares of the Series A Preferred Stock reéelear purchased or otherwise acquired by
Corporation in any manner whatsoever shall bee@tand cancelled promptly after the acquisitiomabg All such shares shall upon their cancell
become authorized but unissued shares of Pref&taak, unless otherwise provided for in the Cexdifé of Incorporation of the Corporation, and
be reissued as part of a new series of Prefermmck $o be created by resolution or resolutionshef Board of Directors; provided that such shareg
not be reissued as shares of Series A Preferred.Sto

Section 5. Liquidation, Difigion or Winding Up.

@) Upon any liquidation, dissolutionwinding-up of the Corporation (“ Liquidation Evedt the Holders of the Series A Preferred S
shall be entitled to receive out of the assethef@orporation, whether such assets are capitsligius, for each share of Series A Preferred Séo
amount equal to the Stated Value per share plugsetiyied and unpaid dividends thereon before astyilalition or payment shall be made to the ho
of any Common Stock or hereinafter issued PrefeBtedk. For the purposes of this Certificate, guidation Event shall include (i) the effectuatioy
the Corporation or thirgharty acquirors of a transaction or series of t@atisns in which more than 50% of the voting powétthe Corporation
disposed of to a single person or group of aféliapersons, (ii) the consolidation or merger of @wporation with or into any other corporatior
corporations or (iii) the sale of all or substalyiall of the Corporation’s assets.

(b) Upon any Liquidation Event, and aftdl payment as provided in Section 5(a) abolie,'emaining assets of the Corporation she
available to be distributed to all holders of then@@non Stock and other Preferred Stock of the Catpmor.

Section 6. Conversion

(@) 0] At the option of the Ider, subject to the provisions for adjustmentehmefter set forth, each share of the Series Admex
Stock shall be convertible, at any time, in the marhereinafter set forth, into a number of fulbicband nonassessable shares of Common Stock
Corporation computed by multiplying the number wfls shares of Series A Preferred Stock to be cteddry the sum of the Stated Value (such an
to be adjusted proportionately in the event theeshaf Series A Preferred Stock are adjusted in&sser number or subdivided into a greater nur
plus all accrued and unpaid dividends thereon, dividiing the result by the Conversion Price. Hoe purposes of this Section 6(a)(i), the minir
amount of Series A Preferred Stock that may be edad in any conversion shall be the lower of 26,6Bares of the Series A Preferred Stock ¢
remaining shares of Series A Preferred Stock ownethe Holder. The “ Conversion Priteper share of Series A Preferred Stock shall imjtibE
$0.20, which price shall be subject to adjustmertravided herein.




(ii) The Series A Preferred Stock plusagicrued and unpaid dividends thereon shall benaatically converted into Comm
Stock, at the then applicable Conversion Pricéhénevent of (a) an underwritten public offeringsbires of Common Stock at a public offering ppet
share that would value the Corporation at not s $0.80 per share (subject to adjustment) of i8om Stock in an offering of not less tl
$20,000,000.00 or (b) the vote of the Holders af-thirds of the outstanding Series A Preferred Stoc

(iii) If after January 1, 2011, the volamveighted average price (* VWAR for 15 trading days out of any 20 consect
trading days exceeds $0.80 (subject to adjustneengftect stock dividends, stock splits and simiaents as provided herein) and the average
trading volume for such 20 trading day period exse®0,000 shares, the Corporation may, at its eliser, convert all or part of the then outstan
Series A Preferred Stock, including accrued butaichplividends, into Common at the then ConversidoeP If the Corporation elects to convert
than all of the outstanding Series A Preferred Igtteen it shall convert the same percentage ohtlmber of shares of Series A Preferred Stock by
each Holder. For the purposes of this Section(i@fa)/WAP is calculated by taking the weightedeamge of the price of each trade for each traday
during such 20 trading day period.

(iv) For the purposes of paragraphsaiigl (i) of this Section 6(a), shares of SerieBr&ferred Stock shall not be converted
Common Stock without the prior written consent ke holder if the Corporation does not convert atiraed but unpaid dividends on such shar
Series A Preferred Stock at the time of conversion.

(b) The Conversion Price shall be adi$tem time to time as follows:

0] If the Corporation at any time subdivides @igck split, stock dividend, recapitalization dnerwise) its outstanding shares of
Common Stock into a greater number of shares, tmv€rsion Price in effect immediately prior to sstidivision shall be proportionately reduced,
if the Corporation at any time combines (by revesteek split or otherwise) its outstanding shafeS@mmon Stock into a smaller number of shares, the
Conversion Price in effect immediately prior to lswombination shall be proportionately increased.

(ii) If the Corporation at any time while SeridsPreferred Stock is outstanding, shall sell onésany Common Stock or securities
convertible into Common Stock or entitling any merso acquire shares of Common Stock, at an effegtiice per share less than the then Conversion
Price (such issuances individually and collectiyely Dilutive Issuancé), as adjusted hereunder, then, the ConversiareRhall be reduced by
multiplying the Conversion Price by a fraction, thhenerator of which is the number of shares of Comi&tock issued and outstanding immediately
prior to the Dilutive Issuance plus the numbertadres of Common Stock which the aggregate congdideneceived or receivable by the Corporation in
connection with such Dilutive Issuance would pusghat the then effective Conversion Price, andlémminator of which shall be the sum of the
number of shares of Common Stock issued and odtisigummediately prior to the Dilutive Issuance $the number of shares of Common Stock so
issued or issuable in connection with the Diluisguance; provided, however, that if a Dilutiveulssce includes options, warrants, or rights exabds
to purchase shares of Common Stock at an exerndsethat exceeds by more than twenty percent (28&jpurchase price on a per share basis of othel
securities issued in such Dilutive Issuance, thesh ®ptions, warrants, and rights shall not beuidet! in determining the amount of any adjustment to
the exercise price in such Dilutive Issuance. dtrmsideration received by the Corporation for aflytive Issuance shall be the sum of all cash &ed t
fair market value of all property other than cashdetermined by the Corporation’s Board of Direscto good faith, received or applied to the berwffi
the Corporation plus, for options, warrants, agthts, the amount equal to the exercise price migltifpy the number of securities subject to sudiooy
warrant, or right. When equity securities are ékin connection with debt securities, the debtisges shall be valued at their full face valueanh
allocating the consideration received by the Cation between the equity and debt securities.




(iii) Notwithstanding the foregoing, the adjustm® provided in this Section 6(b) shall not begged by the grant of options to the
Corporation’s employees and directors pursuanhteraployee incentive plan adopted by the Corpan&iBoard of Directors, or the sale of shares
pursuant to the exercise of such options, that kesa than an aggregate of 10% of the Corporationtstanding Common Stock, calculated at the time
of the issuance of such options.

(c) The Holder of any shares of the SeAePreferred Stock may exercise his or its opt@moonvert such shares into shares of Conr
Stock by surrendering for such purpose to the Qatjpm, at its principal office, a certificate certificates representing the shares of Series AeRez
Stock to be converted accompanied by a writtencaptin the form of Exhibit ka “ Notice of Conversiori). Such Notice of Conversion shall
accompanied by payment of all transfer taxes pa&yapbn the issuance of shares of Common Stockpréyaptly as practicable, and in any event wi
five business days after the surrender of suclificates and the receipt of such Notice of Conwergielating thereto and, if applicable, paymenal
transfer taxes, the Corporation shall deliver arseato be delivered (x) certificates representiregriumber of validly issued, fully paid and nonasaél
shares of Common Stock of the Corporation to witiehHolder of the Series A Preferred Stock so cdedeshall be entitled and (y) if less than thé
number of shares of the Series A Preferred Stotkeaced by the surrendered certificate or certiéisas being converted, a certificate of the Seh
Preferred Stock, for the number of shares evidebgesilich surrendered certificate or certificatass ldne number of shares converted. Such conve
shall be deemed to have been made at the closgsofdss on the date of giving of such Notice of &wsion and of such surrender of the certifica
certificates representing the shares of the SériBseferred Stock to be converted so that the siglithe Holder thereof shall cease except foritiet
to receive Common Stock of the Corporation in agaoce herewith.

(d) Upon conversion of any Series A Prele Stock, payment shall be made for unpaid diddeunder Section 2 on each converted ¢
of Series A Preferred Stock for the period fromdage of issue to the date of conversion.

(e) The Corporation shall at all timeserve and keep available out of its authorized ComBtock the full number of shares of Comi
Stock or other securities issuable upon the coiveid all outstanding shares of the Series A RreteStock.

® In the event there is an adjustmerthe Conversion Price pursuant to Section 6, thg@ration shall give the Holder written notice
the effectiveness of the adjustment within fived&ys after the effective date.




Section 7. NoticesThe Company shall give the Holder at leastyhi0) days prior written notice of each of thddaling:
@) Record Date A record date is set by the Corporation fordrstribution of cash, securities, or any other riyto its shareholders;

(b) Distribution. The Corporation’s Board of Directors approvelstribution of cash, securities, or any other prtyto its shareholders
without setting a record date;

(c) Dissolution The Corporation’s Board of Directors approvesmter a Liquidation Event;
(d) Financial StatementsSo long as 25% of the Series A Preferred Steniains outstanding, the Corporation shall deligealk remaining

Holders the Form 10-K by the earlier of the daleedfiwith the Securities and Exchange Commissioh0&rdays of the fiscal year end and Form10y
the earlier of the date filed with the Securitiesl &xchange Commission or 50 days of the end df gderim fiscal quarter.

Section 8. Executive ComnatteSo long as any Holder owns at least 25% of ttal stock of the Corporation on a fu
diluted basis and remains a Holder of the Seri€&s&ferred Stock (“ Significant Holdé&), the Corporation shall maintain (a) an “ ExegatiCommitte€
comprised of three directors of the Corporatiorhvtite initial persons being John Tyson, Tod Tudey Jerrell Clay and (b) a Chairman of the B
position (“ Chairmar?) initially filled by John Tyson. In the event thay of such individuals resign as a director owje a written resignation fra
the Executive Committee, the individual shall bplaeed by another director designated by the Sagif Holder.

(a) The Executive Committee shall be ewsred by the Corporation’s Board of Directors ter®ee the Corporationmanagement in t
following areas:

0] Sales and marketing including therfgrof a new senior sales marketing manager; and
(ii) Finance, including establishing spamy budgets, including financial forecasting aagarting.
(b) The Chief Executive Officer of ther@oration shall report to the Executive Committdéwe Chairman shall be the primary liaisor

the Executive Committee and shall be authorizem/ysee such areas on a dayéybasis and to work closely with the Chief Exa®uOfficer to gail
approvals from the Executive Committee for matmmsrseen by the Executive Committee.

Section 9. Miscellaneous
(a) _Severability If any provision of this Ciéidate of Designation is invalid, illegal or unem€eable, the balance of this

Certificate of Designation shall remain in effeantd if any provision is inapplicable to any persortircumstance, it shall nevertheless remain apple
to all other persons and circumstances. If itldi@found that any interest or other amount deeimtedest due hereunder violates applicable laws
governing usury, the applicable rate of interest dereunder shall automatically be lowered to etiamaximum permitted rate of interest.

(b)  Waiver. No delay on the part of any Holder in exercisimy right, power, or privilege hereunder shallrape as a waiver of any other
right, power, or privilege hereunder, nor shall aimgle or partial exercise of any right, powerpdvilege hereunder preclude any other or further
exercise thereof or the exercise of any other rigbiver, or privilege.

(c) Effectiveness This Certificate of Designation shall not beeeffve until filed with the Secretary of State bétState of Delaware.

[SIGNATURE PAGE FOLLOWS]




IN WITNESS WHEREOF, the Corporation has caused @estificate to be duly executed on its behalfphashis 31st day of Marc

2009.
aVinci Media Corporation
By: /s/ Chett B. Paulsen
Chett B. Paulsen, President
ATTEST:

/s/lEdward B. Paulsen
Edward B. Paulsen, Secretary and Treasurer




ANNEX |

NOTICE OF CONVERSION

The undersigned hereby elects to convert shar&enés A Convertible Preferred Stock (the “ SeAeBreferred StocK) of aVinci Medie
Corporation (the “Corporation”), into shares of tBerporation’s common stock (the “Common Stoc&Ecording to the conditions indicated in
Certificate of Designation for the Series A PrederStock, as of the date written below. If share€ommon Stock are to be issued in the name
person other than the undersigned, the undersigilegay all transfer taxes payable with respe@r#to and is delivering herewith such certificatre
opinions as reasonably requested by the Corporati@ecordance therewith. No fee will be chargedhe holder for any conversion, except for ¢
transfer taxes, if any.

Conversion calculations: Date to Effect Conversion:

Shares of Series A Preferred Stock to be Converted:

Number of shares of Common Stock to be issued:

Signature:

Name:

Address:




Exhibit 31.1
CERTIFICATION

I, Chett B. Paulsen, certify that:
1. | have reviewed this quarterly report on Form@0f aVinci Media Corporation;

2. Based on my knowledge, this report does notaiordny untrue statement of a material fact or dmistate a material fact necessary to mak
statements made, in light of the circumstances uwtiech such statements were made, not misleaditigrespect to the period covered by this report;

3. Based on my knowledge, the financial statemearid, other financial information included in thiport, fairly present in all material respects
financial condition, results of operations and césWs of the registrant as of, and for, the pesipdesented in this report;

4. The registrans other certifying officer and | are responsible &stablishing and maintaining disclosure contraisl procedures (as definec
Exchange Act Rules 13a-15(e) and 15d-15(e)) aretriat control over financial reporting (as definadExchange Act Rules 13a-15(f) and 18sl))
for the registrant and have:

(@) designed such disclosure controls and proceduresiused such disclosure controls and procedures tiesigned unc
our supervision, to ensure that material infornmatielating to the registrant, including its condatied subsidiaries,
made known to us by others within those entitiestigularly during the period in which this repértbeing preparec

(b) designed such internal control over financial réipgr or caused such internal control over finaheoégorting to b
designed under our supervision, to provide readenassurance regarding the reliability of financigborting and tt
preparation of financial statements for externappsges in accordance with generally accepted atioguprinciples;

(c) evaluated the effectiveness of the regmiis disclosure controls and procedures and presentedis report ot
conclusions about the effectiveness of the discsontrols and procedures, as of the end of thegeovered by th
report based on such evaluation;

(d) disclosed in this report any change in rigistrants internal control over financial reporting thattooed during th
registrants most recent fiscal quarter that has materialfecédd, or is reasonably likely to materially affethe
registran’s internal control over financial reportir

5. The registrans other certifying officer and | have disclosedséxh on our most recent evaluation of internal @brdver financial reporting, to tl
registrant’s auditors and the audit committee gfsteant’s board of directors (or persons perfogrtime equivalent functions):

() all significant deficiencies and material weaknessethe design or operation of internal contraiofinancial reportin
which are reasonably likely to adversely affect tbgistrants ability to record, process, summarize and refgaincia
information; anc

(b) any fraud, whether or not material, that involveanagement or other employees who have a significdatin the
registran’s internal control over financial reportir

By: /s/ Chett B. Paulse
Name: Chett B. Paulse
Title: Principal Executive Officer
November 10, 200




Exhibit 31.2
CERTIFICATION

I, Edward B. Paulsen, certify that:
1. | have reviewed this quarterly report on FormQ@0f aVinci Media Corporation;

2. Based on my knowledge, this report does notaiordny untrue statement of a material fact or dmistate a material fact necessary to mak
statements made, in light of the circumstances uwwlieeh such statements were made, not misleaditigrespect to the period covered by this report;

3. Based on my knowledge, the financial statemearid, other financial information included in thiport, fairly present in all material respects
financial condition, results of operations and césWs of the registrant as of, and for, the pesipdesented in this report;

4. The registrans other certifying officer and | are responsible &stablishing and maintaining disclosure contraisl procedures (as definec
Exchange Act Rules 13a-15(e) and 15d-15(e)) aredriat control over financial reporting (as definrdExchange Act Rules 13a-15(f) and 18&l))
for the registrant and have:

(@) designed such disclosure controls and proceduresiused such disclosure controls and procedures tiesigned unc
our supervision, to ensure that material infornmatielating to the registrant, including its condatied subsidiaries,
made known to us by others within those entitiestigularly during the period in which this repertbeing preparec

(b) designed such internal control over financial réipgr or caused such internal control over finahcégorting to b
designed under our supervision, to provide readenassurance regarding the reliability of financigborting and tt
preparation of financial statements for externappsges in accordance with generally accepted atioguprinciples;

(c) evaluated the effectiveness of the regmiis disclosure controls and procedures and presdntedis report ot
conclusions about the effectiveness of the discsontrols and procedures, as of the end of thegeovered by th
report based on such evaluation;

(d) disclosed in this report any change in rigistrants internal control over financial reporting thattooed during th
registrants most recent fiscal quarter that has materialfecédd, or is reasonably likely to materially affethe
registran’s internal control over financial reportir

5. The registrans other certifying officer and | have disclosedséxh on our most recent evaluation of internal @brdver financial reporting, to tl
registrant’s auditors and the audit committee gfsteant’s board of directors (or persons perfogrtime equivalent functions):

() all significant deficiencies and material weaknessethe design or operation of internal contraiofinancial reportin
which are reasonably likely to adversely affect thgistrants ability to record, process, summarize and refpoancia
information; anc

(b) any fraud, whether or not material, that involveanagement or other employees who have a significdatin the
registran’s internal control over financial reportir

By: /s/ Edward B. Paulse
Name: Edward B. Paulst
Title: Principal Financial and Accounting Officer
November 10, 200




Exhibit 32.1

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350,AADOPTED
PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACTR2002

In connection with the quarterly report of aVincella Corporation (the “Company”) on Form 10-Q foe period ended September 30, 2009 as filed
with the Securities and Exchange Commission ord#te hereof (the “Report”), the undersigned, indapacities and on the date indicated below,
hereby certifies, pursuant to 18 U.S.C. Sectior01385 adopted pursuant to Section 906 of the Sask@mley Act of 2002, that to his knowledge:

Q) The Report fully complies with the requirementsSeftction 13(a) or 15(d) of the Securities Exchangeok 1934; anc

2) The information contained in the Reportljapresents, in all material respects, the findnmadition and results of operations of
the Company

/s/ Chett B. Paulse

Name: Chett B. Paulse

Title: Principal Executive Officer
November 10, 200

/s/ Edward B. Paulse

Name: Edward B. Pauls¢

Title: Principal Financial and Accounting Officer
November 10, 200




