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AMERICAN TONERSERYV CORP. AND SUBSIDIARY
Condensed Consolidated Balance Sheet

(Unaudited)
September 30, 2007
ASSETS

Current assets:

Cash and cash equivalents

Accounts receivable, net of allowance for doubtful
of $35,224

Inventory

Prepaid expenses and other current assets

Deferred compensation

Total current assets

Customer lists, net

Goodwill

Property and equipment, net
Other assets

Total assets

LIABILITIES AND STOCKHOLDERS' DEFICIT

Current liabilities:

Accounts payable and accrued expenses

Shareholder advances

Notes payable - current portion (net of unamortize
discount of $155,459)

Convertible notes payable, related parties - curre

Convertible notes payable - current portion

Deferred revenue

Total current liabilities
Long-term liabilities:
Notes payable (net of unamortized discount of $130
Convertible notes payable
Warrant liabilities

Total long-term liabilities

Total liabilities

$ 75,007
accounts

604,778

214,961

32,923

446,898

1,374,567

2,356,590
421,848
108,800
114,118

$ 1,269,562
490,000
d
1,130,696
nt portion 562,500
537,500
57,657

,380) 306,600
132,000
41,495

4,528,010



Commitments and contingencies

Stockholders' equity:

Convertible preferred stock, $.001 par value; 50,0
Series C authorized shares; 1,952,856 shares issu
outstanding (liquidation preference of $1,952,855

Common stock; $.001 par value; 450,000,000 shares a

26,643,727 shares issued and outstanding
Additional paid-in capital
Accumulated deficit
Total stockholders' deficit

Total liabilities and stockholders' deficit

00,000
ed and
1,953
uthorized;
26,643
15,645,844
(15,826,527)

The accompanying notes form an integral part adeh@mndensed consolidated financial statements.

AMERICAN TONERSERYV CORP. AND SUBSIDIARY
Condensed Consolidated Statements of Operations

(Unaudited)

3

Three months ended
September 30,

2007 2006
Revenues:
Toner $ 964,909 $ 140
Service 121,693 32

1,086,602 172

Total revenues

Cost of sales:

Toner 638,392 94
Service 119,094 22
Inventory write-down 68,500
Total cost of sales 825,986 117
Gross profit 260,616 55
Operating Expenses:
Salaries and wages 398,776 305

Professional fees and services 418,965 243

Sales and marketing 44,327 6
General and administrative 389,113 64
Amortization of customer lists 97,981 11

1,349,162 631

Loss from operations (1,088,546) (575

Other income (expense):
Fair value of convertible
debt (50,000) (150
Interest expense (96,161) 6
Change in fair value of
warrant liability 670
Gain on claims settlement -

Net loss $(1,234,037) $ (732

Net loss per share:

basic and diluted $ (005 $ (

Weighted average number of
shares outstanding:

Nine months ended
September 30,
2007 2006

,057  $2,292,436 $ 153,005

,895 283,364 172,381
952 2,575,800 325,386
934 1,456,932 101,729

,597 269,174 78,898
- 68,500 -

,531 1,794,606

,758 1,161,649
,356 1,149,485 315,805
,094 211,663
424 876,937 148,304
,503 232,222 11,503

135 3,631,956 853,620
714) (2,850,762) (708,861)
172)  (45,833) (150,172)
,838)  (191,049) (53,425)
- 6,332 12,827

- 1,301 37,357

,724) $(3,080,011) $(862,274)

0.03) $ (0.13) $ (0.11)

basic and diluted

23,676,336 21,337

,097

23,420,257 7,702,283

The accompanying notes form an integral part adeélendensed consolidated financial statements.
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AMERICAN TONERSERV CORP. AND SUBSIDIARY
Condensed Consolidated Statements of Cash Flows

(Unaudited)
Nine months ended
September 30,
2007 2006
Cash flow from operating activities:
Net loss for the period $(3,080,011) $(862,274)
Adjustment to reconcile net loss to net
cash used in operating activities:
Depreciation 24,039 7,957
Amortization 232,222 13,250
Accretion of notes discount 80,582 -
Change in fair value of warrant liability (6,332) (12,827)
Fair value of convertible debt 45,833 150,172
Gain on claims settlement (2,301) (37,357)
Stock based compensation 811,065 353,876
Provision for doubtful accounts 23,000 -
Inventory write-down 68,500 -
Changes in operating assets and liabilities (exclud ing
effect of Optima Technologies, LLC acquisition):
Increase in assets:
Accounts receivable (527,295) 24,889
Inventory (242,670) -
Prepaid expenses and other current assets (27,419)  (9,585)
Increase in liabilities:
Accounts payable and accrued expenses 737,294 24,619
Deferred revenue 55,675 23,770
Net cash used in operating activities (1,806,818) (323,510)
Cash flow from investing activities:
Purchase of Optima Technologies, LLC (866,265) -
Purchase of customer lists - (55,000)
Deferred acquisition costs (107,008) -
Purchase of property and equipment (18,103) (20,964)
Net cash used in investing activities (991,376) (75,964)
Cash flow from financing activities:
Proceeds from issuance of preferred stock 2,575,000 235,000
Proceeds from issuance of convertible notes pay able 400,000 375,000
Proceeds from shareholder advances 490,000 -
Proceeds from issuance of common stock 3,000 5,000
Payment of convertible notes (50,000) -
Payment of debt on customer list acquisitions (716,019) (24,065)
Net cash provided by financing activities 2,701,981 590,935
Net (decrease) increase in cash (96,213) 191,461
Cash and cash equivalents, beginning of period 171,220 11,774
Cash and cash equivalents, end of period $ 75,007 $203,235

The accompanying notes form an integral part aeélmndensed consolidated financial statements.
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AMERICAN TONERSERYV CORP. AND SUBSIDIARY
Condensed Consolidated Statements of Cash Flows (@imued)
(Unaudited)
Nine months ended
September 30,
2007 2006
Supplementary information:
Interest paid $ 116,612 $ 7,503

Supplemental disclosure of noncash investing and fi nancing activities:



Series C Convertible Preferred stock issued
to settle accounts payable $ 13,248 $ -

Series C Convertible Preferred stock issued
on conversion of notes payable and interest

with warrants $ - $ 832,884
Issuance of notes payable for acquisition

of customer lists $ 1,673,911 $
Deferred compensation on restricted stock and

option grants to non-employees $ 397,922 %
Common stock issued to settle accounts

payable $ 177,000 $
Reduction of purchase price of customer lists $ 213,126 $
Reduction in fair value of Optima convertible note $ 168,000 $

The accompanying notes form an integral part adeélendensed consolidated financial statements.
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AMERICAN TONERSERYV CORP. AND SUBSIDIARY

Notes to Unaudited Condensed Consolidated Financi&tatements

1. Organization and Business Activity

Managed Maintenance Systems, Inc. was incorporatdg: state of Delaware on May 30, 1995. Durin§3, Managed Maintenance
Systems, Inc. changed its name to "Q MATRIX, Inn.January 2005, Q MATRIX, Inc. changed its namAMERICAN TONERSERV
CORP. The Company is a national distributor of catiigbe printer toner cartridges. American TonerSeorp. services printers and other
office equipment through its Preferred Providenik. The Company is located in Santa Rosa, Califoand has operations in Port Richey,
Florida.

2. Basis of Presentation and Summary of Signifiéatounting Policies Unaudited Interim Financididimation:

The accompanying unaudited condensed consolidetaddial statements reflect all adjustments, caingjoonly of normal recurring
adjustments, which in the opinion of managemenharessary to state fairly the financial positiad ¢he results of operations for the interim
periods. The unaudited condensed consolidateddiabstatements have been prepared in accordarieghei regulations of the Securities
and Exchange Commission ("SEC"), but omit certafarimation and footnote disclosures necessarydegnt the statements in accordance
with accounting principles generally accepted m tmited States of America. Results of interim pasiare not necessarily indicative of
results for the entire year. These unaudited coselbfinancial statements should be read in coripmetith the American TonerServ Corp.
Annual Report on Form 10-KSB for the year endeddbaer 31, 2006.

Principles of Consolidation:

The consolidated financial statements include to®ants of American TonerServ Corp. and its whollyred subsidiary, Optima
Technologies, LLC (collectively referred to as ti@®mpany"). American TonerServ Corp. is the solener of Optima Technologies, LLC
which is a Delaware Limited Liability Company. Intempany transactions and balances have been atidiin consolidation.

Estimates:

The preparation of financial statements in conféymiith accounting principals generally acceptethia United States of America requires
management to make estimates and assumptiondfiztttae reported amounts of assets and liatsliied disclosure of contingent assets
liabilities at the date of the financial statemesntsl the reported amounts of revenue and expensieg) dhe reporting period. Actual results
could differ from those estimates.

AMERICAN TONERSERYV CORP. AND SUBSIDIARY
Notes to Unaudited Condensed Consolidated Financi&tatements




2. Basis of Presentation and Summary of Signifiéaxtounting Policies
(Continued)

Fair Value of Financial Instruments:

For certain of the Company's financial instrumeintsluding accounts receivable, accounts payabiesaorued expenses, the carrying
amounts approximate fair value due to the shont+teature of these items. The amounts owed on patgable also approximate fair value,
because the interest rates and terms are offertb@ tompany at current market rates. On long thebt that is interest free or with below
market interest rates an imputed interest ratsésl to discount the liabilities.

The Black-Scholesderton model is used to value warrants and optidhs.conversion option, included as a componenbnofertible debt, |
valued using an estimated Private Investment intdi®Entity ("PIPE") price equal to a 20% discouwfitthe fair market value of the stock.
The $300,000 convertible note associated with tihrelRise of Optima converts into 600,000 sharesdbase share price of $0.50 per share
per the terms of the agreement. At September 37,28is note was reduced to $132,000 based oin @afae of $0.22 per share.

Inventory and Inventory Reserve:

Inventory consists of finished goods which is priityatoner cartridges and service parts and isstat the lower of cost or market determi
by the first-in, first-out (FIFO) method. An invemy reserve has been set up to account for obsolstatory. At September 30, 2007, this
amount was $68,500.

Property and Equipment:

Property and equipment is stated at cost less adetmad depreciation. Property and equipment iset#ated using the straight line method
over estimated useful lives, which range from thiceseven years. Leasehold improvements are depedodn a straight line basis over the
lesser of the lease term or estimated useful life.

Customer Lists:

The Company accounts for the purchase of custasterdt cost, net of discounts, if any, or fairuelf acquired in a business combination,
less accumulated amortization. Customer lists arertized using the straight line method over amreed useful life of seven years.

The Company uses debt to purchase the customeerTisé debt is interest free or below market ratethe Company discounts these notes
using an imputed interest rate of 8-15%. The dist®on the notes are amortized over the term ofidhes.
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AMERICAN TONERSERYV CORP. AND SUBSIDIARY
Notes to Unaudited Condensed Consolidated Financi&tatements

2. Basis of Presentation and Summary of Signifiéetounting Policies
(Continued)

Long-Lived Assets:

The Company evaluates the carrying value of itgdored assets when events or circumstance indib@&existence of a possible impairmu
based on projected undiscounted cash flows, amdjnézes impairment when such cash flows will bs ks the carrying values.
Measurement of the amounts of impairments, if @pased upon the difference between carrying vahaefair value of the long lived assi
In June 2007, management determined that its \adltlee Computech customer list should be reduceddan a modification to the original
customer list purchase agreement. This agreemeéuated the purchase price of the customer list [R8RIDO0. In August 2007, management
determined that its value of the Laser CartridgetReging Services customer list should be redugebBb,126 based on a reduction of the
estimated future amount of revenues generatedifyigh

Revenue Recognition:

Remanufactured Toner Sales - Revenue for the reS#dser toner cartridges is recognized upon shigrof the toner cartridges to the
customer. In the case where the toner cartridgeldsas a bundled product with equipment servickided as part of the total purchase price,
the combined revenue is segregated between the ghthe cartridge and the service components cahteidge portion is recognized upon
shipment. The service component is deferred armbrézed straight-line over the 90 day period (tleximum term of the service offering
with each cartridge).

Time and Materials Maintenance Contracts - Revdéouequipment service calls initiated by the custoiis billed based on actual time and
materials. The revenue is recognized as the sei/ip®vided.



Full Service Maintenance Contracts - Revenue fadifee equipment service contracts are recogmineaistraight-line basis over the life of
the contract.

Deferred Revenue:

Contract revenue for full-service contracts is muped by the straight line method over the lifétaf contract with the unearned portion
shown as deferred revenue in the accompanying talkstmeet.

Stock Based Compensation:

The Company has a stock incentive plan (the "PJadininistered by the Board of Directors, whichyies for the granting of options and

shares of common stock to employees, officersettire and other service providers of the Compamyio®s granted under the Plan genel

are granted with an exercise price equal to th&ketaralue of a common share at the date of grashtygically vest over four years from the
date of grant.

AMERICAN TONERSERYV CORP. AND SUBSIDIARY
Notes to Unaudited Condensed Consolidated Financi&tatements

2. Basis of Presentation and Summary of Signifiéetounting Policies
(Continued)

Stock Based Compensation (Continued):

On April 19, 2007, the Board of Directors authodze1,600,000 increase in the plan to 10,000,0@€eshwhich was approved by a majority
of the stockholders. The total number of sharebaized to be granted under the 2005 plan was 00000 at September 30, 2007. The 1995
Stock Option Plan has expired but all options @uiding at that time continue in accordance witlir tlesspective terms. No new options will
be granted under the 1995 Plan and there were 35/tBns outstanding under the 1995 Plan.

The estimated fair value of equity-based awards, éxpected forfeitures, is amortized over the dsaesting period on a straight-line basis.
Share-based compensation expense recognized ¢oiiselidated statements of operations relatingacksoptions for the three and nine-
month periods ended September 30, 2007 was $8&5id $293,337 respectively. Share-based compensatiense recognized in the
consolidated statements of operations relatingaiksoptions for each of the three and nine- mamattiods ended September 30, 2006 was
$14,501. We have not recorded income tax benefiéded to equity-based compensation expense asetktax assets are fully offset by a
valuation allowance.

In calculating compensation related to stock opticants, the fair value of each stock option ismested on the date of grant using the Black-
Scholes-Merton option-pricing model and the followiweighted average assumptions:

Nine months ended Nine months ended

September 30, 2007 September 30, 2006
Dividend yield None None
Expected volatility 35.0% 35.0%
Risk-free interest rate 4.0%-5.1% 4.0%-5.1%
Expected terms (years) 5.7-6.3 5.7-6.3

The Company calculates the expected volatilitystock-based awards using the historical volatflityits peer group public companies
because sufficient historical data does not yettdgr the Company's stock. The risk free interatds were determined by the rates of the 5
and 7 year treasury bills on the grant date obiiteons. The expected term was determined in aeomelwith Staff Accounting Bulletin No.
107.

The Company records the fair value of restrictediseind options granted to non-employees as defemmpensation at the date of issuance
and recognizes compensation pro rata over thecgepariod of the restricted stock or options. Thmpensation is adjusted for the change in
fair market value at the end of each period.
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AMERICAN TONERSERYV CORP. AND SUBSIDIARY
Notes to Unaudited Condensed Consolidated Financi&tatements

2. Basis of Presentation and Summary of Signifiéetounting Policies
(Continued)



Net Loss per Share

Net loss per share has been calculated using tiyhigd average number of shares outstanding dtlimgeriod. Diluted loss per comm
share are computed similar to basic loss per sharept that the weighted average number of comrhares outstanding is increased to
include additional common shares from the assumertise of options and warrants and conversioroofertible debt, if dilutive. Dilutive
loss per share is the same as basic loss peristatgeriods, since the impact of outstandingan and warrants is antidilutive.

The following securities could potentially dilutagic earnings per share in the future:

September 30, September 30,
2007 2006
Options 8,998,33 3 5,950,000
Common Stock Warrants - 1998 & 1999
grants 36,72 9 50,729
Common Stock Warrants - Convertible
debt 2,031,25 0 (1) 1,500,000 (5)
Convertible debt 5,113,63 6 (2) 3,541,666 (6)
Convertible Preferred Stock 19,528,55 0@ -
Convertible debt - Optima 600,00 0@4) -
Potential equivalent shares excluded  36,308,49 8 11,042,395

(1) In addition to the outstanding options and canmtock warrants, the Company has issued $80@006tes as of September 30, 2007
that are convertible into common stock at a conwarprice equal to the price of shares sold intarkioffering of common stock. The hold
of these notes also hold warrants that may be &egfto purchase a number of shares equal to 30%0% of the number of shares each
holder would receive if their notes are converted common stock. The exercise price of the wasraiilt be an estimated conversion price
of $0.18 per share, which represents a discouR0%f, the estimated discount of a PIPE offeringheffair value of common stock of $0.22
per share at September 30, 2007.

(2) Convertible debt was calculated based on $8@0g® convertible notes outstanding using an eséchaonversion price of $0.18 per shi
which represents a discount of 20%, the estimazbdnt of a PIPE offering, of the fair value ofmmon stock of $0.22 per share at
September 30, 2007.

(3) Preferred Series C Convertible Shares are cthlesinto ten shares of the Company's commonksabthe option of the holders.

11

AMERICAN TONERSERYV CORP. AND SUBSIDIARY
Notes to Unaudited Condensed Consolidated Financi&tatements

2. Basis of Presentation and Summary of Signifiéextounting Policies
(Continued)

Net Loss per Share (continued):

(4) The convertible note to Optima was calculatasdnl on the share price of $0.50 per share péetims of the agreement dated April 1,
2007.

(5) In addition to the outstanding options and camratock warrants, the Company has issued $42%006tes as of September 30, 2006
that are convertible into common stock at a conwarprice equal to the price of shares sold intarkioffering of common stock. The hold

of these notes also hold warrants that may be evegt¢o purchase a number of shares equal to 40%0% of the number of shares each
holder would receive if their notes are convert#d common stock. The exercise price of the wasraiilt be equal to the price of shares sold
in the offering of common stock. The Company estéddahe number of warrants based on the fair velw®mmon stock of $0.15 per share
at September 30, 2006.

(6) Convertible debt was calculated based on $4®6¢® convertible notes outstanding using an eséchaonversion price of $0.12 per shi
which represents a discount of 20%, the estimawabdnt of a PIPE ("Private Investment in a PuBlntity") offering, of the fair value of
common stock $0.15 per share at September 30, 2006.

Convertible Debt Securities:

The Company has issued convertible debt secunifidssnon-detachable conversion features. The Company acsdmmsuch securities on t
condensed consolidated balance sheet as a compairibatoverall fair value of the securities. Then@pany estimates fair value based on



intrinsic value of common stock by determining tlikerence between the total shares convertedratdfue and the total shares converted at
a 20% discount, which is the estimated discourt BfPE offering.

Warrants and Detachable Warrants:

The Black-Scholes-Merton option pricing method wasd to value the warrants and detachable warramsr share value of $0.18 was
attached to the warrants, which represents a disadi20%, the estimated discount of a PIPE offgrof the fair value of common stock of
$0.22 per share at September 30, 2007, a 35%litglatid a risk free interest rate ranging from%.® 5.1% based on the estimated life of
six months of the warrants.

As the warrant contracts must be settled by thizahgl of registered shares and the delivery ofrétgstered shares are not controlled by the
Company and the number of warrants is unknown pteBgber 30, 2007, the estimated fair value of therants at the date of issuance was
recorded as a warrant liability on the balance sHd® total warrant liabilities as of Septembey 2007 was $41,495.
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AMERICAN TONERSERYV CORP. AND SUBSIDIARY
Notes to Unaudited Condensed Consolidated Financi&tatements

3. Going concern:

These condensed consolidated financial statementsieen prepared on a going concern basis, whathrees that the Company will be able
to realize its assets and discharge its obligatiotise normal course of business.

The Company had a loss of $(3,080,011) and hadiregzash flows from operations of $(1,806,818)tfee nine month period ended
September 30, 2007 and had an accumulated d€fi®{iL6,826,527) and a working capital deficit o2 73,378) at September 30, 2007. The
Company continues to settle overdue claims frortageservice providers resulting in a net gain bf3®1 during the nine months ended
September 30, 2007. The Company has significalt igagiirements and is not generating sufficienh ¢lsvs from existing operations. The
Company has insufficient funds to meet its finaheldigations as they become due as operationsiarently using cash of approximately
$200,000 per month.

Management believes it will be successful in finagdts operations for the next twelve monthssliianagement's objective to seek
additional capital and funding sources to finarisduture operations. However, until such timeinarfcing is obtained, there can be no
assurance that sufficient funds will be availabléinance its operations. This raises substantiabtiabout the Company's ability to continue
as a going concern. The Company raised $2,975t800gh private offerings of convertible notes pdgaind preferred stock during the nine
months ended September 30, 2007. The condensedlidasd financial statements do not include arjysithents relating to the
recoverability and classification of recorded assabunts or amounts and classification of lialifitthat might be necessary should the
Company be unable to continue in existence. Althahg Company will continue to seek additional casources through equity issuances
in order to position the Company for possible fatapportunities, there can be no assurance thdsfwill be available on an economic basis
to the Company.

4. Acquisitions

On April 1, 2007, the Company entered into an ABsethase Agreement ("Agreement") with Azaria Mamagnt Group L.L.C., a Nevada
limited liability company ("AMG") formerly Optima @&chnologies, L.L.C., a Nevada limited liability cpamy ("Optima"), and Steven R.
Jensen, who owns all of the membership interesBypitima relating to the purchase of certain assie®ptima’s printer business. The
purchase price for the acquisition consisted ofl$748 in cash, $124,987 in acquisition costs an8QRL000 in the form of three promissory
notes. The Company also assumed certain liabitifi€3ptima of $76,825 and the obligations of Optinmaler certain contracts.

On August 25, 2007, the Company entered into areémgent with AMG which modifies the Asset Purchageefment with Optima entered
into on April 1, 2007 relating to the purchase eftain assets by the Company.
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AMERICAN TONERSERYV CORP. AND SUBSIDIARY
Notes to Unaudited Condensed Consolidated Financi&tatements

4. Acquisitions (continued):

One of the promissory notes (the "Secured Notethénamount of $250,000 bore interest at the rB#@©per annum and was due within 105
days after the closing date. The Secured Note a@agsd by the assets purchased in the transa€ti@note was discounted 8% for a
combined imputed interest rate of 15%. The discofifb,624 will be amortized over the term of tlween This note was paid in full on
August 13, 2007



One of the promissory notes (the "Contingent Noieif the amount of $1,250,000 and bears interettte rate of 7% per annum. The
Contingent Note was subject to adjustment as desttbelow. The Contingent Note is payable in thédyal monthly installments of
principal and interest, commencing on May 1, 200 note has been discounted 8% for a combinedtedpnterest rate of 15%. The
discount of $120,465 will be amortized over thertexf the note. Under the terms of the amended awrt the Company will continue to
make the scheduled monthly installment paymenteutiee Contingent Note dated April 1, 2007, untdrgh 1, 2008, at which time the en
outstanding principal balance and unpaid accruentgst shall be due and payable. The Contingerd Wast also amended to eliminate the
gross profit requirements of the note. In addititwe, Contingent Note shall be secured by the adsoereivable and inventory of Optima.
The security interest is subordinated to any fimamnof the Company of at least $3 million.

One of the promissory notes (the "Convertible Nptie'the amount of $300,000, has a maturity dateytears after the closing date. On the
maturity date, the Convertible Note will automallicde converted into the number of shares of tbenfany's common stock that is equal to
the quotient obtained by dividing (i) the aggregatéstanding principal balance due on the Convertiote, by (ii) the greater of (A) $0.50
per share, or (B) the average of the closing bitlask prices of the common stock quoted in the-thveecounter market in which the comrmr
stock is traded for the five (5) trading days ptimthe closing date and the five trading days mohafter the closing date. The note will con
into 600,000 shares based on the calculated shiaseqd $0.50 per share per the terms of the ageeenthis note is interest free and has t
recorded at fair value due to the conversion optiased on a share price of $0.22 at Septemb&0807, the fair value of the convertible n
has been reduced by $168,000 to $132,000. Thistiedun the note balance has been offset by actemuin goodwill by $168,000 to
$411,848.

In connection with the closing of the acquisitittne Company entered into a Management Agreemeht@ytima and Steven R. Jensen that
provides that Optima will serve as the managehef@ompany's operations acquired from Optima foeréod of thirty months, with an opti
for the Company to extend the agreement for artiadai eighteen months. The Management Agreemaviges for an annual management
fee of $522,429 to be paid to Steven R. Jensearisideration for certain services, including, withbmitation, support staffing, master
software license, and office and warehouse faedlitiThe management fee will be adjusted annualigflect a cost of living increase, and
periodically to reflect changes in personnel.
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4. Acquisitions (continued):

The annual management fee has been adjusted dodim$455,028 based on a reduction of personnettfe September 1, 2007. Under
the terms of the amended agreement dated Augug0P3, the Company will pay AMG $100,000 on or bef@ctober 8, 2007, for the right
to unilaterally terminate the Management Agreentting "Subsidiary Termination Right"). Upon exercidghe Subsidiary Termination
Right, the Company will pay AMG an amount equabf®,000 multiplied by the number of months remajrimthe term of the Management
Agreement minus the $100,000 paid as stated aBd& has granted the Company an extension until der 30, 2007 to pay the
$100,000 termination fee.

In the amended agreement the Company has alsogseaticertain inventory for $158,000 payable iregjpial monthly payments plus inter
thereon at the rate of 10% per annum. Two instaitrpayments have been made for this inventory.

Also in connection with the closing of the acquisit the Company entered into a Management Agreemiém Axon Technologies, Inc.
("Axon"), a non-profit organization that employsrpens with disabilities and produces remanufactiwadr cartridges. Axon distributes its
products to state agencies in Florida. Under trimadyement Agreement, Optima will provide managersentices for Axon and will receive
a management fee equal to 90% of the amounts estéiy Axon for its products.

The following table summarizes the estimated falues of the assets acquired and liabilities asduahéhe date of acquisition. The Compi
is in the process of obtaining third-party valuai®f certain intangible assets; thus, the alloocatif the purchase price is subject to
refinement.

Vehicles and equipment  $ 87,362

Inventory 40,791
Customer list 1,899,000
Goodwill 411,848
Covenant not to compete 10,000

Total assets acquired 2,449,001
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4. Acquisitions (continued):

The unaudited pro forma combined statements ofadiogis for the nine month periods ended Septene2(7 and 2006 presented below
assumes that the acquisition of certain assetgptiffa Technologies, LLC was completed on JanuaB00y and 2006, respectively:

September 30,
2 007 2006
Revenues:
Toner $3,0 07,045 $2,629,579
Service 4 10,959 459,637
Total revenues 3,4 18,004 3,089,216
Cost of sales:
Toner 1,8 36,579 1,340,769
Service 3 74,770 395,687
Inventory write-down 68,500 -
Total cost of sales 2,2 79,849 1,736,456
Gross profit 11 38,155 1,352,760
Operating expenses:
Salaries and wages 1,1 98,309 495,045
Professional fees and services 11 49,485 315,805
Sales and marketing 2 40,778 140,955
General and administrative 1,0 42,530 665,161
Amortization of customer lists 3 00,043 214,966
Total operating expenses 3,9 31,145 1,831,932
Loss from operations 2,7 92,990) (479,172)
Other income (expense):
Fair value of convertible debt ( 45,833)  (150,172)
Interest expense (2 22,364)  (147,370)
Change in fair value of warrant liability 6,332 12,827
Gain on claims settlement 1,301 37,357
Net loss $(3,0 53,554) $ (726,530)
Net loss per share:
Basic and diluted $ (0.13) $ (0.09)
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4. Acquisitions (continued):

The adjustments and methodology used in allocdkiagpurchase consideration for Optima and in tlepamation of these unaudited pro fol
combined statements of operations are based anatst, available information and certain assumptieinich may be revised as additional
information becomes available. The pro forma finahgata do not purport to represent what the Camgacombined results of operations
would actually have been if such acquisition hathist occurred at the beginning of the periods, @mdnot necessarily representative of the
Company's results of operations for any futurequksince the companies were not under common marayger control during the periods
presented.

5. Customer Lists

On June 11, 2007, the Company entered into an amamtdo the customer list acquisition agreemertt @idmputech Printer Solutions, Inc.
("Computech"). The Company will pay $7,500 ovehigeé month period. All three payments have beererpad the terms of the amendment.
Computech will also receive five percent of thesgreales through December 31, 2007. Because afghegement the purchase price of the
customer list was reduced by $128,000. Accordinthlg,note payable was also reduced by $128,000cdimeersion valuation in the amount
of $16,667 has also been reversed since a portite mote is no longer convertible into the Compseommon stock.

In August 2007, management determined that theevallthe Laser Cartridge Recharging Services cusstdist should be reduced by $89,:



based on a reduction of the estimated future amafurgtvenues generated by this list. Accordinghg hote payable was also reduced by
$89,115 to reflect the estimated future paymentsrging on the note.

6. Recent Accounting Pronouncements:

In July 2006, the FASB issued FIN 48, "Accounting /ncertainty in Income Taxes, an interpretatibR ASB Statement 109"("FIN 48")
which clarifies the accounting for uncertainty mcéome taxes recognized in accordance with SFASLN®, "Accounting for Income Taxes."
FIN 48 is a comprehensive model for how a Comp&oukl recognize, measure, present, and discloge fimancial statements uncertain tax
positions that the Company has taken or expedtk®on a tax return. If an income tax positionezds a more likely than not (greater than
50%) probability of success upon tax audit, the Gany will recognize an income tax benefit in itsafiicial statements. Additionally,
companies are required to accrue interest ancetefanalties, if applicable, on all tax exposu@ssistent with jurisdictional tax laws. This
interpretation is effective on January 1, 2007.r€heas no impact from FIN 48 as the Company hasakain nor expects to take any
uncertain tax positions on a tax return.

17

AMERICAN TONERSERV CORP. AND SUBSIDIARY
Notes to Unaudited Condensed Financial Statements

7. Convertible Notes

During the nine months ended September 2007, tiep@oy completed the sale of six Units of securities private offering at a purchase
price of $50,000 per Unit to three accredited itwmess Each Unit consists of a 10% Convertible Notthe principal amount of $49,999 (the
"Notes") and a detachable warrant to purchase stdithe Company's Common Stock (the "Warrantdig Wotes bear interest at the rate of
10% per annum and become due and payable in falyears after issuance. The Notes may be convextelde option of the holder, into
shares of Common Stock upon the sale and issudmogrmmon stock by the Company in a PIPE offerirguténg in gross proceeds of not
less than $3,000,000 (a "$3 Million Qualified Offey"). The conversion term will expire six montHteathe Company completes a $3
Million Qualified Offering. The Notes will be autaatically converted into shares of common stock ughensale and issuance of common
stock by the Company in a PIPE offering resultimgioss proceeds of not less than $5,000,000 (aiidn Qualified Offering"). The price
at which this Note may be converted into CommorciS{the "Conversion Price") shall be the averageepat which the first $1.0 million of
Common Stock is sold in a $3 Million or $5 Millidpualified Offering, whichever may occur.

The conversion option feature of these notes hes kalued based on a 20% discount of the stocR.&B%er share, which is the estimated
discount in a PIPE offering of the fair value ohumon stock of $0.22 per share at September 30,. 2003 conversion option is included in
the fair value of these notes. These notes alstaitondetachable warrants equal to 30% of the fadgevof the note. In assessing the fair value
of the warrant grants, the Company recorded threvédue of these instruments based on the Blackelgs-Merton model which requires
estimates of the volatility of our stock and therkea price of our shares, which was $0.22 per saaBeptember 30, 2007.

In calculating the warrant liability, the fair v&wf each warrant is estimated at the end of eatdbgusing the Black-Scholes-Merton model
and the following weighted average assumptions:

Nine months ended
September 30, 2007

Dividend yield None
Expected volatility 35.00%
Risk-free interest rate 4.50%
Expected terms (years) 0.50
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7. Convertible Notes (continued):

In September 2007, the Company completed the $&aleodJnits of securities in a private offeringapurchase price of $50,000 per Unit to
two accredited investors. Each Unit consists 0®% LConvertible Note. The Notes bear interest atte of 10% per annum and become due
and payable in full two years after issuance. Théebl may be converted into shares of our Commock®toring a 21 day period
commencing 30 days after the termination date abker 17, 2007 at a price of $0.28 per share. Hewefithe volume weighted average
pricing ("VWAP") during the five trading days endion the 30th day after the termination date isslothan $0.28, the price would be
reduced to 80% of the VWAP, but no lower than $0



The conversion option feature of these notes hes kalued based on a fair value share price o23@\2September 30, 2007 the conversion
option was determined to be zero.

8. Preferred Stock

During the nine months ended September 30, 2087/Ctmpany received subscriptions for 834,971 shar8gries C preferred stock (Series
C Shares) from accredited investors in a privateriofg for $2,575,000 in cash and 13,248 for past éendor accounts that were settled.

The Series C Shares are convertible into ten sloditae Company's common stock at the option ohitiders. The holders of the Series C
Shares will vote together with the holders of commtock on an "as if converted” basis. The holdétke Series C Shares will also be
entitled to vote as a separate class as requir&klaware law. Holders of Series C Convertible &mefd Stock will receive dividends only
when and if declared by the Board of Directorshef Company and no dividends shall accumulate oSénes C Convertible Preferred
Stock.

9. Stock-based Compensation

On February 22, 2007, the Company issued 389,68@slof common stock for services previously reedi¢o the Company that were
accrued at December 31, 2006. The number of siemesd was based on the share price of $0.45, vidible fair market value of stock as
the date of issuance. Dan Brinker, Chief Execukcer, received 66,667 shares for a total of 880,in compensation. Aaron Brinker,
Chief Operating Officer, received 45,185 sharesftstal of $20,333 in compensation. Ryan Vice eEhinancial Officer, received 26,667
shares for a total of $12,000 in compensation. AwdBeaurline, Vice President of Corporate Developinaad Strategy received 228,889
shares for a total of $103,000 in compensationyto€h $45,000 related to consulting services piadnis employment with the Company.
Chuck Mache, advisor, received 22,222 shares fotahof $10,000 in compensation.

On March 27, 2007, the Company entered into aneageat with Fort Holdings Limited to pay for sengdaendered to the Company during
the three months ending March 31, 2007, in stodlkechat $177,000. These shares were priced at $@#share for a total of 442,500
common shares.
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9. Stock-based Compensation (continued):

On April 1, 2007, the Company issued 4,717 shafresmmon stock for services previously renderethétoCompany by Chuck Mache.
These shares were issued at $0.53 per sharedtalat $2,501 in compensation.

On May 15, 2007, the Company issued 25,000 shdresnomon stock for services previously renderetheoCompany by Henry Manayan.
These shares were issued at $0.45 per sharedtal @t $11,250 in compensation.

10. Restricted Stock

On July 7, 2006, the Company's Board of Directotered into a Corporate Development and Consuligiggement with Fort Holdings Ltd.,
a British Virgin Island corporation ("Fort Holdinjsunder which Fort Holdings will provide corpogaand business development, planning
and financial consulting services to the Corporatids compensation for these services, Fort Hokliegeived a $10,000 retainer and
1,500,000 shares of the Company's Common Stockfaliihealue of this stock when granted was $0.0&é6ghare. Restricted shares totaling
1,000,000 shares became vested as of January 7 dg@to the Corporate Development and Consultigge@dment still being in effect after
six months as stated in the agreement.

As of February 28, 2007, the Corporate DevelopraedtConsulting Agreement was completed and theinémga500,000 shares were ves
immediately. The total compensation recognizedrdutihe nine months ending September 30, 2007 wa3, $00.

On September 30, 2007, the Company entered intxelosive investor relations consultant agreematit After Market Support, LLC
(AMS), under which AMS will provide various servicas outlined in the agreement to help the Compahieve a NASDAQ listing within a
twelve month period. As compensation for theseisesy AMS received 3,000,000 shares of the Compdbyimmon Stock for $3,000. The
fair value of this stock when granted was $0.22gb@re. Restricted shares totaling 2,000,000 shélegest over the next 12 months based
on performance conditions, as defined in the agee¢nThe Company will pay $10,000 per month pluditazhal program fees over the
twelve months totaling $300,000. The total compgasaecognized during the nine months ending Seper 30, 2007 was $219,000.

Restricted shares have the same voting and dividghts as the Company's unrestricted common sk



Compensation cost for restricted stock is recoghireéhe financial statements on a pro rata basss the vesting period for employees.
During the three and nine months ended Septemh&0BJ, the Company recognized $1,875 and $5,&2pgectively, in compensation
expense. During each of the three and nine momithsdeSeptember 30, 2006, the Company recogniz8d%$in compensation expense.
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10. Restricted Stock (continued):

A summary of the changes in restricted stock ontstey during the nine months ended September 37 Bpresented below:

Weighted
Average
Grant Date
Shares Fair Value
Non-vested shares
at January 1, 2007 2,500,000 $0.015
Granted 2,000,000 $0.220
Vested (1,500,000) $0.015
Forfeited/Expired - -
Non-vested shares
at September 30, 2007 3,000,000 $0.147

As of September 30, 2007, there was $443,625 af twirecognized compensation cost related to egstristock. The weighted average
vesting period remaining for the restricted stacik1 months.

11. Stock Option Plan

On February 9, 2007, the Company engaged four iohais to serve on its Strategic Advisory Boarde3éindividuals were granted 100,000
options each at $0.40 a share to serve a onegmar The options will vest equally over the tweitwenth term.

On February 15, 2007, the Board of Directors grofgtions to purchase 50,000 shares of common sboak employee. The exercise price
of these options was $0.45 per share with a vegtmigpd of four years.

On March 26, 2007, the Board of Directors grantetioms to purchase 50,000 shares of common stoak tmployee. The exercise price of
these options was $0.45 per share with a vestiriggpef four years.

On May 14, 2007, the Board of Directors grantedaoyst to purchase 500,000 shares to Michael DuagySenior Vice President of Sales :
Marketing. The exercise price of these options $a80 per share with a vesting period of four years

On May 31, 2007, the Board of Directors grantedamst to purchase 6,300 shares of common stockcto &awo employees. The exercise
price of these options was $0.50 per share withstéing period of four years.
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11. Stock Option Plan (continued):

On July 20, 2007, the Board of Directors grantetioms to purchase 75,000, 85,000 and 100,000 skaighael Talbott, David Curtas and
James Egan in accordance with the terms of thgil@ment agreements with Optima Technologies, LTKe exercise price of these opti
was $0.52 per share with a vesting period of faarg.

On August 13, 2007, the Board of Directors gramptions to Steven R. Jensen, a director, to puecB&6,000 shares of common stock. The
exercise price of these options was $0.36 per shitiea vesting period of 30 months.

A summary of the changes in stock options outstajpdinder our equi- based compensation plans during the nine monthesdeSeptembe



30, 2007 is presented below:

Weighted
Average
Weighte d Remaining
Average Contractual Aggregate
Exercis e Term Intrinsic
Shares Price (Years) Value
Outstanding at January 1, 2007 7,442,640 $0.17 9.67 $2,386,274
Granted 1,572,600 $0.43 9.62 -
Exercised - - - -
Forfeited/Expired (16,907) $1.79
Outstanding at
September 30, 2007 8,998,333 $0.22 9.03 $ 483,500
Exercisable at
September 30, 2007 2,202,876 $0.22 8.89 $ 125,024

The weighted average grant date fair value of ogtgranted during the nine-month period ended Sdme 30, 2007 was $0.48.
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11. Stock Option Plan (Continued)

As of September 30, 2007, there was approxima@d?# 96 of total unrecognized compensation coatedlto non-vested options granted
under the plans, which is expected to be recogrized a weighted average period of 2.42 years,hi¢lw$8,898 is recorded as deferred
compensation. A total of 1,939,409 options vestéH atotal fair value of $426,670 during the nmenth period ended September 30, 2007.
No options were exercised during the -month period ended September 30, 2007.

12. Letter of Credit

On June 6, 2007, the Company secured a crediitfacilthe amount of $960,000 from a bank. Thislfgcwill be used to provide Standby
Letters of Credit to secure standard terms frortagervendors. This credit facility has a maturipte of June 30, 2008 and is personally
guaranteed by Daniel Brinker, William Robotham dinmas Hakel. Any draws on the letter of credif adcrue interest at 5 percent over
the prime rate.

13. Commitments and Contingencies

On July 5, 2007, the Company was served with aadaf charge of discrimination by a former indepentdsales representative (ISP) for
alleged acts by another ISP. The claimant is seelkital monetary damages in the amount of $150,008.Company is awaiting a response
from the United States Equal Employment Opportu@itynmission. The Company believes it has minimalmliability as the Company is
protected by indemnification provisions within t#8P agreements.

14. Shareholder Advances

In 2007, William Robotham, Director, and Thomas elaBirector, advanced the Company $330,000 an@® 806 respectively for working
capital and payments due to Optima. These advareasterest free with no set due date.
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15. Subsequent Events

In October 2007, William Robotham, Director, ancofitas Hakel, Director, advanced the Company $40a0005115,000 respectively, for
working capital. These advances are interest fnglenall be paid back as funds are received by tom@any from its current $5.0 millic



offering.

On October 11, 2007, the holders of a majorityhef dutstanding shares of the Series C ConvertitgfePed Stock ("Series C Stock™) of the
Company approved the conversion of all of the Sefiestock into shares of the Company's Common Sidek terms of the Series C Stock
included a provision that the Series C Stock waultbmatically be converted into Common Stock ugenapproval of the holders of a
majority of the Series C Stock outstanding. Asslteof the conversion of the Series C Stock, al toft 19,528,560 shares of Common Stock
were issued to the holders of the Series C Stoftkr iving effect to this issuance, there are m$1 72,283 shares of the Company's
Common Stock outstanding.

On October 22, 2007, the Company amended its agmetiated May 15, 2007 with Dinosaur SecuritiesCL(Dinosaur). In exchange for
Dinosaur reducing its cash fee and warrant fee3&%1respectively, of monies raised, the Comparsydugieed to sell to Dinosaur 600,000
shares of common stock for $.001 per share.

On October 22, 2007, the Company employed Keatewfties, LLC as its Placement Agent for the Conygmcurrent $5.0 million private
offering of common stock and warrants.

On October 23, 2007, the Board of Directors graogiibns to purchase 200,000 shares of common stoglconsultant. These options will
have an exercise price of $0.20 per share andnach2h vesting period.

On October 29, 2007, William Robotham, Directomwerted $100,000 of advances due from the Comp#ny2i Units of the Company's
current private offering.

On October 30, 2007, Thomas Hakel, Director, caeee$100,000 of advances due from the Company2itdaits of the Company's current
private offering.

In October 2007, the Company sold 7 units tota$iB§0,000 of its current private placement memorantiufour accredited investors. This
amount includes the Units purchased by William Rbam and Thomas Hakel, respectively. Each Unitistssf 200,000 shares of common
stock and 200,000 redeemable warrants, each thg@secone share of common stock.
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ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OR PLA N OF OPERATION

This Report contains statements that may contaimaial-looking statements, concerning the Regissdature operations and planned future
acquisitions and other matters and the Registraends that such forward- looking statements bgstito the safe harbors for such
statements. Any statements that involve discussidtisrespect to predictions, expectations, bepédns, projections, objectives, assumpti
or future events or performance (often, but notgsy using phrases such as "expects"”, or "doesxpeict"”, "is expected", "anticipates" or
"does not anticipate", "plans", "estimates" or &mds", or stating that certain actions, eventesults "may", could", "might”, or "will" be
taken to occur or be achieved) are not statemditistorical fact and may be "forward looking statnts". These forwarlboking statement

include statements relating to, among other thitigsability of the Registrant to continue as angatoncern.

The Company cautions readers not to place undiancel on any such forward-looking statements, whdeak only as of the date made.
Such forward-looking statements are based on thef$and estimates of the Company's managememekhsis on assumptions made by and
information currently available to the Companyre time such statements were made. Forward lodgtaigments are subject to a variety of
risks and uncertainties which could cause actuahesvor results to differ from those reflectedha forward looking statements, including,
without limitation, the failure to obtain adequéiteancing on a timely basis. Actual results couiffied materially from those projected in the
forward{ooking statements, either as a result of the neattet forth or incorporated in this Report gergrahd certain economic and busin
factors, some of which may be beyond the controhefRegistrant. Additional risks and uncertainttest may affect forward-looking
statements about the Company's business and ptespelade adverse economic conditions, inadeqeegtéal, unexpected costs, and other
factors set forth under "Risk Factors" in its Ré&gison Statement on Form SB-2, which could havéranediate and material adverse effect.
The Company disclaims any obligation subsequenthgtise any forward-looking statements to refeactnts or circumstances after the date
of such statements or to reflect the occurrenanti€ipated or unanticipated events.

This following discussion and analysis of the resaof operations and financial condition of the @amy should be read in conjunction with
the audited financial statements for the perioceeridecember 31, 2006 and the related notes, cextairthe Company's Annual Report on
Form 10-KSB and in conjunction with the unauditadfcial statements and notes thereto appearieg/bée in this Form 10-QSB.

Three Months Ended September 30, 2007 and 2006

Revenue. Revenue for the three months ended Septd8pb2007 ("Q3 2007") was $1,086,602 as compar&d 72,952 for the three month
period ended September 30, 2006 ("Q3 2006"). Theease in revenue in Q3 2007 was primarily duetemues that resulted from one asset
purchase agreement that was closed in April of 20@Vthree customer list acquisitions from tonetritiutors that occurred in the second

of 2006. Revenues from the sale of toner cartridiga®ased by $824,852 for three months ended Séyete30, 2007 compared to 20
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Revenues from service increased by $88,798 fothitee months ended September 30, 2007 compardéiDéddiie to the Optima asset
purchase, offset by the non-renewal of full-servic@ntenance agreements.

Gross Profit (Revenue less Cost of Goods Sold)s&poofit for Q3 2007 increased to $260,616 frors,881 in Q3 2006. The gross profit
margin in Q3 2007 was 24% compared to a grosstpraigin for Q3 2006 of 32%. The Company's grosggina decreased compared to Q3
2006 due to the lower margins associated with tpn@ service revenues and a one-time inventonaimpent charge of $68,500.

Salaries and Wages. Salaries and Wages expense$3888,776 for Q3 2007 compared to $305,758 in @&2The Q3 2007 increase was
due to the Company having 33 full-time employeersluiding the management team, during Q3 2007 coedpar5 fulliime employees in G
2006. This increase was offset by stock based cosgti®n paid to management and the Board in Q3.28106k based compensation also
accounted for $53,635 of this expense in Q3 2007.

Professional Fees and Services. Professional FekeSexvices expenses were $418,965 in Q3 2007 cenhpa$243,356 in Q3 2006. This
increase was primarily due to stock compensatioageized by After Market Support, LLC in the amooh$219,000.

Sales and Marketing. Sales and Marketing expenses $44,327 for Q3 2007 and $6,094 in Q3 2006. iRciease in Q3 2007 was primai
due to the hiring of an advertising consultantesalommissions relating to the Company's Indepeariiees Partners, investor relations and
industry magazine advertising.

General and Administrative. General and Adminigteaéxpenses were $389,113 in Q3 2007 and $64mM®8i2006. General and
Administrative expenses increased due to the Coypanquisition of Optima, beginning a health pkudditional rent for office space and an
overall increase to support 28 additional employeespared to Q3 2006.

Amortization of Customer Lists. Amortization expengas $97,981 in Q3 2007 compared to $11,503 i2@8. This increase was due to
Company's acquisition of Sun Products customeimiBtecember 2006, and acquisition of Optima inilA2007.

Other Income (Expense). Q3 2007 had an increa$8%823 in interest expenses relating to additicnalertible notes sold in a private
offering and notes issued in connection with thenBany's acquisitions. There was an increase ichihage in the fair value of the warrant
liability of $670 for Q3 2007 compared to Q3 2006ere was a increase in the change in the fairevaiuhe convertible debt of $100,172 for
Q3 2007 compared to Q3 2006. This increase wasadae increase in convertible notes issued to iaves

Net Loss. The net loss for the three months endgdehber 30, 2007 was $1,234,037 compared to $28297 the three months end
September 30, 2006. The increase in the net 10$5@#,313 for Q3 2007 was primarily attributablestock related compensation totaling
$219,000, Optima's net loss of $305,220, whichuidet! an inventory impairment of $68,500 and in@dawofessional fees and services
offset by income generated by the Sun Productomestlist.
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Net Loss) per Share. The net loss per share in0R3 &as $(0.05) compared to a loss of $(0.03) irkQ®B. The Company believes the
will continue to have net losses for the foreseséiiure.

Nine Months Ended September 30, 2007 and 2006

Revenue. Revenue for the nine months ended Sept0p2007 ("YTD 2007") was $2,575,800 as compaoe$i325,386 for the nine month
period ended September 30, 2006 ("YTD 2006"). Tioegiase in revenue in YTD 2007 was primarily duest@nues that resulted from the
Company's three customer list acquisitions it madbe second half of 2006 and an asset purchaaeasfer distributor that was completed

on April 1, 2007. Revenues from the sale of torztriciges increased by $2,139,431 for the nine hwahded September 30, 2007 compared
to 2006. Revenues from service increased by $13G@8&he nine months ended September 30, 2007 ardpio 2006 due to the acquisition
of Optima in April 2007.

Gross Profit (Revenue less Cost of Goods Sold)s&poofit for YTD 2007 increased to $781,194 frob44,759 in YTD 2006. The gross
profit margin in YTD 2007 was 30% compared to asgrprofit margin for YTD 2006 of 44%. The Compargress margins decreased
compared to YTD 2006 due to the lower margins aatet with service revenues compared to toner salds$68,500 in inventory
impairment.

Salaries and Wages. Salaries and Wages expense$Ww&61,649 for YTD 2007 compared to $362,133TiDY2006. The YTD 2007
increase was due to the Company having 33 full-em@loyees, including the management team, durif 2007 compared to 5 full-time
employees in YTD 2006. Stock based compensatianaasounted for $139,089 of this expense.

Professional Fees and Services. Professional ieeSexvices expenses were $1,149,485 in YTD 206¥aoced to $315,805 in YTD 2006.
This increase was primarily due to $383,500 of€askociated with the Company's Corporate DevelopRian agreement with F¢



Holdings Limited and $219,000 of costs associatitd the Company's after market support programoAipn of this amount was $512,251
paid in the form of common stock. The Company atsmgnized $161,393 in stock option expense fdr Himtegic advisory board.

Sales and Marketing. Sales and Marketing expenses $211,663 for YTD 2007 and $15,875 in YTD 20Diis increase in YTD 2007 was
primarily due to the hiring of an advertising coltant, sales commissions relating to the Compangspendent Sales Partners, investor
relations and industry magazine advertising.

General and Administrative. General and Administeaéxpenses were $876,937 in YTD 2007 and $148/804'D 2006. General and
Administrative expenses increased due to the Coynpaginning a health plan, additional rent for eéfspace and an overall increase to
support 28 additional employees compared to YTD6200

Amortization of Customer Lists. Amortization expengas $232,222 in YTD 2007 compared to 11,503 iD¥ZD06. This increase was dut
the Company's acquisition of Sun Products custdistan December 2006 and acquisition of Optima&pril 2007.
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Other Income (Expense). YTD 2007 had an increa§d 87,624 in interest expenses relating to coriertiotes payable related to the
Company raising money through a private offerind aates relating to acquisitions. There was a @&erén the change in the fair value of
warrant liability of $6,495 for YTD 2007 comparedYTD 2006. The gain on claims settlement was .80 YTD 2007 compared to
$37,357 YTD 2006. Conversion option loss was $4%f88 YTD 2007 compared to a loss of $150,172 irDY2006. This decrease in loss
was due to less convertible notes being issuea\viestors during 2007.

Net Loss. The net loss for the nine months endedeBeer 30, 2007 was $3,080,011 compared to $862q2 the nine months end
September 30, 2006. The increase in the net 10$8,8.7,737 for YTD 2007 was primarily attributabbestock related compensation totaling
$811,065, payments made to Fort Holdings Limitedft00,000 for the Company's Corporate DeveloprRéa, increased professional fees
and services, additional salaries and wage expins#o the Company hiring additional personnelfgpsrt its objective of acquiring toner
distributors.

Net Loss per Share. The net loss per share in YOW 2vas $(0.13) compared to a loss of $(0.11) iDZDO06.
The Company believes that it will continue to haet losses for the foreseeable future.
Liquidity and Capital Resources

At September 30, 2007, the Company had a workipgalaleficit of $2,673,348, including cash and ieglent balances of $75,007 compe
to a working capital deficit of $572,067 at Decem®&, 2006 including cash and equivalent balan£&4©1,220. The Company will need to
secure additional funding sources to meet its fi@edorking capital and to complete the proposegligsition of Tonertype.

Accounts receivable increased $504,295 from $1@a®ecember 31, 2006 to $604,778, at Septemh&0BJF. This was primarily due to
increased revenues from the Optima acquisitiontaedhree customer list acquisitions in the sedwadtiof 2006.

Accounts payable and accrued expenses, which ¢qmsigarily of amounts due to third party servigeyiders and toner suppliers, increased
$545,745 from $723,817 at December 31, 2006 to6B1562 at September 30, 2007. The increase wasplyrdue to the Company's Optil
acquisition and the three customer list acquisgtionthe second half of 2006.

The Company has entered into no derivative findimesirument arrangements for the nine months eistgember 30, 2007.

During the nine months ended September 30, 20@7Ctmpany raised $400,000 in gross proceeds frprivate offering of Units consisting
of a convertible notes and warrants and $2,575)9@@oss proceeds from a private offering of PreféiSeries C shares. The notes bear
interest at the rate of ten percent (10%) per ymmrable monthly. The notes are due and payalbidlitwo years from the date of issuance.
Each unit includes a warrant to purchase sharesro€ommon Stock. The number of shares that mgubghased pursuant to each warrant
will equal approximately 30% of the number of slsaaeholder would receive if the holder convertegrthotes into shares of the Company's
common stock.
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The notes may be converted, at the option of theéehpinto shares of our Common Stock upon the weoge of a Private Investment in a
Public Entity offering ("PIPE offering") undertakéy the Company that raises a minimum of $3.0 onilliThe price at which the note may
converted into Common Stock will be the averagegat which the first $1.0 million of Common Staslsold in a PIPE offering, as defined
in the note.

The Company currently has no external sourcesjofdity.



During the nine months ended September 30, 20@7Ctmpany used $(1,806,818) in cash from operatitims cash flows were used
primarily to finance the Company's continued lodses operations. The Company does not expecthemgge sufficient cash from existing
operations to meet its capital requirements insti@t or long term, which makes the Company'stghiidi continue as a going concern
guestionable. Management believes it will be sugfeés financing its operations for the next twelmonths. However, until such time as
financing is obtained, there can be no assuraratestlfficient funds will be available to finance @perations.

During the nine months ended September 30, 20@Ctmpany used $(991,376) in cash from investitigiies. The cash flows were used
primarily for the Company's asset purchase of Opfirachnologies, LLC.

During the nine months ended September 30, 20@TCtmpany received $2,701,981 in cash from finanaitivities. These cash flows were
primarily from $2,975,000 for the issuance of prefd stock and convertible notes and $490,000 aneftolder advances offset by $(716,019)
in payments on debt relating to customer lists @mertible notes.

Business Outlook, Risks and Uncertainties
Economic Uncertainties

Current economic slowdown, financial market comahisi, and the political environment may affect tlranpany's ability to raise financing.
The Company will be required to raise additionglitzd to establish business operations. The uniogytabout the Company's ability to raise
financing makes it difficult to predict the Comp&nyesults for fiscal year 2007 and its abilityctmtinue as a going concern.

Sufficiency of Working Capital
As of September 30, 2007, the Company had a nékimgcapital deficit of $2,673,348. The Company malequate financial resources to
sustain its business activities. The Company ctlgréas no ability to generate positive cash fldwesn operations. The Company is currently

spending approximating $200,000 more cash per mbathit generates.

During the nine months ended September 30, 20@7Ctmpany received $2,975,000 in proceeds fronCtrevertible Note offering and
Preferred Series C offering. These proceeds were fas working capital and acquisitions.
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The Company estimates that it will need to raisadditional $2,400,000 during the next 12 monthsi&et its minimum capital requiremer
There is substantial doubt that the Company wilbke to continue as a going concern, absent gaggiditional financing. There can be no
assurance that the Company will be successfultaiming the required financing.

The financial statements have been prepared oing goncern basis, which assumes that the Comp#hlyerable to realize its assets and
discharge its obligations in the normal courseudihess. If the Company were not to continue asirgggconcern, it would likely not be able
to realize its assets at values comparable toahging value or the fair value estimates refledtethe balances set out in the preparation of
the consolidated financial statements.

The Company does not use financial instrumentsréaling purposes and is not a party to any levedagwatives. To the extent that the
Company has or continues to issue debt obligatotside of the course of its normal operations,Gbepany's business and results of
operations may be materially affected by changdéstarest rates and certain other credit risk dasea with its operations.

Other Matters

In the event the Company experiences substantaltprin the future, the Company's business andteestioperations may be materially
affected by changes in interest rates and certher @redit risk associated with its operations.

Off Balance Sheet Arrangements

The Company has no off balance sheet financinghgetaents that have or are reasonably likely to basugrrent or future affect on the
Company's financial condition, changes in financ@idition, revenues or expenses, results of apeasatliquidity, capital expenditures or
capital resources that are material to investors.

ITEM 3. CONTROLS AND PROCEDURES.
(a) Evaluation of Disclosure Controls and Proceslure

The term "disclosure controls and procedures” ilhdd in Rules 13a- 15(e) and 15d-15(e) of the 8tes Exchange Act of 1934, as
amended (the "Exchange Act"). This term referdiéodontrols and procedures of a Company that aigried to ensure that informati



required to be disclosed by a Company in the reghbdt it files under the Exchange Act is recorgedcessed, summarized, and reported

within the required time periods. Our Chief ExeeatDfficer and Principal Financial Officer have kxded the effectiveness of our disclos

controls and procedures as of the end of the pededred by this quarterly report. They have cothetlthat, as of that date, our disclosure
controls and procedures were effective at ensuhagrequired information will be disclosed onragly basis in our reports filed under the

Exchange Act.
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(b) Changes in Internal Control over Financial Répg.

No change in our internal control over financigloging (as defined in Rules 1-15(f) and 15d-15(f) under the Exchange Act) ocedrr
during the period covered by this report that hasemally affected, or is reasonably likely to mahy affect, our internal control over
financial reporting.

Part Il. Other Information
ITEM 1. LEGAL PROCEEDINGS.

On July 5, 2007, the Company was served with aadaf charge of discrimination by a former indepentdsales representative (ISP) for
alleged acts by another ISP. The claimant is sgekital monetary damages in the amount of $150,008.Company is awaiting a response
from the United States Equal Opportunity Commissidme Company believes it has minimal or no liaypitis the Company is protected by
indemnification provisions within the ISP agreensent

On July 19, 2007, the Company was sued in civiftby an individual for $7,500 for anti-spam viatats. The Company settled this claim
for $1,000.

ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS.

There were no unregistered sales of equity seesmitiiring the nine months ended September 30, tB@®have not been disclosed in reports
on Form 8-K, except as set forth below.

The Company sold 138,889 of Preferred Series Gesharfour accredited investors totaling $500,000ng) June and July 2007. Each Series
C Share is convertible into ten shares of the Catyipa&common stock (subject to certain anti-dilutiafjustments) at any time at the holder's

option. Each Series C Share will automatically beverted into ten shares of Common Stock (subgecettain anti-dilution provisions) upon

(i) the affirmative vote of a majority of the owstling shares of the Preferred Stock (voting tagyedlk a single class) or (ii) the consummz

of an underwritten public offering with aggregateqeeds in excess of $3,000,000.

In connection with the sale of the Series C ShdresCompany relied upon the exemptions provide&éstion 4(2) of the Act, and Rule 506
under the Act. The securities were sold to persdms were already shareholders of the Company dsawgersons with whom Directors of
the Company had a prior business relationship.ddmpany reasonably believes that all of these bovesre "Accredited Investors," as
defined under the Act, who had access to comphétermnation concerning the Company. Each investa gieen a private placement
memorandum that provided detailed information altleetCompany and the securities to be issued,rargstiors were given an opportunity to
ask questions of management. No advertising orr gtieeral solicitation was used in connection thi offering. The investors signed
subscription documents representing that they wegeiring the securities for investment purposedg. darestrictive legend will be placed
the certificates representing the securities issued

ITEM 3. DEFAULTS UPON SENIOR SECURITIES.
Not Applicable.
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ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS.
Not Applicable.
ITEM 5. OTHER INFORMATION.
Not Applicable

ITEM 6. EXHIBITS.



Exhibit No. Description

10.1 Consulting Agreement with After Mark et Support, LLC

31.1 Certification of Chief Executive Off icer pursuant to Rule
13a-14(a) or Rule 15d-14(a).

31.2 Certification of Principal Financial Officer pursuant to Rule
13a-14(a) or Rule 15d-14(a).

32.1 Certification of CEO pursuant to Sec tion 906 of the Sarbanes-
Oxley Act of 2002.
32.2 Certification of Principal Financial Officer pursuant to
Section 906 of the Sarbanes-Oxley Ac t of 2002.
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SIGNATURES

In accordance with the requirements of the Exchakaethe registrant caused this report to be gigmeits behalf by the undersigned,
thereunto duly authorized.

AMERICAN TONERSERYV CORP.

Date: Novenber 9, 2007 By:/s/ Daniel J. Brinker
Dani el J. Brinker
Chi ef Executive O ficer

By:/s/ Ryan Vice
Ryan Vice
Chi ef Financial Oficer
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EXHIBIT 10.1

AFTER MARKET SUPPORT, LLC
5251 DTC Parkway, Suite 1050
Greenwood Village, CO 80111-2739

(720) 489-4913 Fax (303) 728-3542
September 24, 2007

Daniel J. Brinker

Chairman of the Board and CEO
American TonerServ Corporation
475 Aviation Blvd., Suite 100
Santa Rosa, CA 95403

Re: After Market Support, LLC Consulting Agreement
Dear Mr. Brinker:

After Market Support, LLC, a Delaware limited liityi company ("AMS"), is engaged in the businespufviding comprehensive investor
relations services designed specifically for micap and small-cap public companies, offering aesgia path to a NASDAQ Capital Market
listing. American TonerServ Corporation, a publiolyned and traded California corporation, desioesngage AMS as its exclusive investor
relations consultant. This letter agreement (thgré&ment") will confirm our prior conversationsgoéations and agreement regarding the
Services (as that term is defined in

Section 1 below) to be performed by AMS as the itk investor relations consultant to American @r&erv Corporation and its
subsidiaries, affiliates and controlled persondléctively, the "Company") and the Company's dutied obligations to AMS. This
Agreement shall become effective upon its executipphoth AMS and the Company. AMS and the Compaeysametime individually
referred to as a "Party" and collectively as tharties".

I. Performance of the Services. AMS covenants gndes to execute the strategic and tactical ptasjectives, the third party marketing plan
(the "Partner Marketing Plan") and underlying seesi set forth on Exhibit A annexed hereto and heirdprporated herein by reference
(collectively the "Services"). In doing so, AMS #haake itself available to consult with the BoafdDirectors and the officers, senior
managers, representatives and agents of the Conapaegsonable times during normal business hoargerning matters pertaining to the
Company's investor relations and aftermarket sugpans and programs ("Program"). The primary abjes of the Program will be to: (i)
achieve recognition of the Company with the finahcommunity, investors and the public as a pravalerint management solutions to
middle-market companies; (ii) recommend stratetfieenhance shareholder value; (iii) increase ratadl institutional interest in the
Company's common stock, its only class of tradequsties; and (iv) achieve a listing upgrade ® NASDAQ Capital Market.

II. Performance by the Company. Pursuant to thedesf this Agreement, the Company hereby coveramdsagrees to follow the strategic
and tactical parameters of the Program and to catpeiith, aid and assist AMS in its performancehef Services.

[ll. Term and Termination. The term of this Agrearehall commence upon its execution by both AM& thie Company and shall continue
for a period of twelve (12) months, or such longeriod as mutually agreed to by the Parties inimgi{"Term"). This Agreement shall be
terminable by either Party on 30 days prior writterice. This Agreement can also be terminated ovelhber 30, 2007 if the Financing
(described below) is not completed by that timethievent of termination, all fees due to AMS Bhalpaid including its Monthly Fee (as
that term is defined in Section IV below) througlk tate of the termination notice.

IV. AMS's Compensation and Payment. As its totahpensation for the Services to be rendered by Akt uthis Agreement, the Company
agrees to compensate AMS in cash and securitifeslawss:

A. Cash. During the Term of this Agreement, the @any covenants and agrees to pay to AMS a mongielyf $10,000 per month
commencing October 1, 2007 (the "Monthly Fee").iLthe closing date of the Company's upcoming firiag of at least $5,000,000 (the
"Financing"), Monthly Fee payments shall be madadwance on the first day of each month againstioes submitted by AMS. All Monthl
Fee payments which have not been received by AMSEmA0 days of the due dates, as set out on thehiyainvoices, are subject to interest
at the rate of 2% per month (or such lesser rateagsbe required by applicable law). Commencindp e first full calendar quarter
following the closing date of the Financing, then@any covenants and agrees to pay the Monthly tee&bIS, in advance, on a quarterly
basis at the rate of $30,000 per quarter agaimsidas submitted by AMS. All Monthly Fee paymentsieh have not been received by AMS
within ten days of the due dates, as set out oqulagterly invoices, are subject to interest atrétie of 2% per month (or such lesser rate as
may be required by applicable law);

B. Common Stock. As additional consideration, antecognition of the unique nature and value ofSbevices the Company hereby sells to
AMS (or Keating Investments, LLC ("Keating Investm&") and/or its designees) an aggregate of 3,000@stricted (i.e., unregistered)
shares of the Company's Common Stock, par val$@.601 per share (the "Shares"), for $3,000. Iretrent that the Company does not ri



at least $5,000,000 within a period of 12 montie¥ang the execution of this Agreement, AMS (ordieg Investments and/or its
designees) covenants and agrees to return 200(@0@ssto the Company for every $1,000,000 belov$@00,000 up to an aggregate of
1,000,000 Shares to the Company, representing-thiree and one-third percent (33 1/3%) of theltBtwres purchased by AMS (or Keating
Investments and/or its designees) above. In thetekiat the Company does not achieve a NASDAQ @bbflarket listing within a period of
12 months following the execution of this AgreeméMS (or Keating Investments and/or its designe@eskenants and agrees to return an
aggregate of 1,000,000 Shares to the Company,semtirg thirty-three and orthird percent (33 1/3%) of the total Shares pureddsy AMS
(or Keating Investments and/or its designees) ablovihe event the Company terminates AMS on ooteeNovember 30, 2007 subject to its
sole discretion in Section 11l of this Agreementyl& (or Keating Investments and/or its designeeggants and agrees to return 2,000,000
Shares to the Company for a total of $2,000.

C. Payments of Monthly Fees, Partner Marketing @esExpenses. Within ten days following the clgsiate of the Financing, the

Company covenants and agrees: (i) to open a bamuatat Steele Street State Bank at 55 AdamstSBeaver, Colorado 80206 with the
Company as the sole signatory (the "Account"); @hdo deposit a sum equal to at least $250,0@dagenting the Partner Marketing Fees (as
that term is defined in

Section V below) plus the aggregate Monthly Feesttirough the remainder of the Term in the AccoAfitpayments of the Monthly Fees,
the Partner Marketing Fees and the Expenses (atethais defined in Paragraph IV D) shall be maden the Account via federal wire
transfer or ACH. The Company shall obtain and dglte AMS a Debit/Credit card (the "Card") for thecount for the sole purpose of pay
the Partner Marketing Fees and the Expenses. tertbe use of the Card by AMS, AMS shall give tra@any 30 business days prior
written notice containing a full detailed descrptiof the nature and amount of any Partner Margefiee sought to be paid; and 15 days prior
written notice containing a full detailed descriptiof the nature and amount of any distributiontg,gwrinting costs, airline travel, hotel
accommodations, road shows, investor conferencesptier ordinary and necessary costs and expémsea&MS intends to incur in the
performance of the Services (collectively the "Enges"). No payment shall be made out of the Accantitand unless the Company shall
have furnished AMS with prior written approval afch expenditure. When Expenses payments aggref#ieds the Company shall deposit
the amount thereof into the Account.

V. Partner Marketing. In consideration of AMS eirigrinto this Agreement, the Company hereby agreesmdertake the services and pay
associated costs, fees and expenses (the "Partmgefihg Fees") in connection with the Partner Mérg Plan set forth on Exhibit A
annexed hereto. The elements of the Partner Matk@tian, the costs thereof and the related timiag anly be modified upon mutually
written consent by the Company and AMS. The Compgrges to deposit the at least $250,000 estineatsf the Partner Marketing Plan
as well the Monthly Fee in the Account as set famtBection IV D above.

VI. Compliance with Law. The Parties hereto ackrenige and agree that AMS is not rendering legalcadei performing tax, accounting or
auditing services. The Company is solely respoadinl compliance with all federal, state and |deals, ordinances, regulations, statutes,
rules, orders, injunctions, judgments and decrpplcable to the Company (collectively, the "LawsHhcluding, without limitation, federal

and state securities laws. The Company is resplenfgibensuring that any presentation (written),oreb cast or other format), press release,
marketing materials, website materials, documentiszlosures comprising or resulting from the $mv are truthful and complete and
otherwise comply with all Laws.

VIl. Independent Contractor. AMS is and will hetteafact as an independent contractor and not amioyee of the Company and nothing
in this Agreement shall be interpreted or constriwecteate any employment, partnership, joint ventar other relationship between AMS
and the Company. AMS will not hold itself out avimg, and will not state to any person that AMS, teasy relationship with the Company
other than as an independent contractor. AMS $laak no right or power to find or create
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any liability or obligation for or in the name d¢fe Company or to sign any documents on behalfeCtbmpany. AMS shall be free to prov
services for other persons and entities, whichiseswshall not be deemed to be in conflict withdbevices to be performed by AMS under
this Agreement; provided, however, that AMS shall, Wluring the Term hereof, perform services sintilethose set forth herein to any third
party that directly competes with the busineshief@ompany without the prior written consent of @@mpany.

VIIl. AMS's Related Parties. AMS is a wholly-ownedbsidiary of Keating Investments, an investmentsad registered with the United
States Securities and Exchange Commission. Ke&gagrities, LLC ("Keating Securities") is a 90% @arsubsidiary of Keating
Investments. Keating Securities is a broker-dealgistered with the U.S. Securities and Exchangam@ission and various state securities
commissions and agencies, and is a member of tiefdbhAssociation of Securities Dealers (the "NABBnd Securities Investor Protection
Corporation. AMS hereby acknowledges and agreeadhtbeServices are being provided solely by AMS #rat neither Keating Securities
nor Keating Investments will be providing any oétBervices in any capacity whatsoever.

IX. Market-Making Activities. AMS hereby represertsthe Company that Keating Securities, an aféliaf AMS, is currently registered and
licensed to publish a quotation for, and act asketamaker in, a security under the rules of the RAfd, as such, Keating Securities may, in
its sole discretion and subject to regulatory regraents, make a market in the Company's commoR tom time to time. The Company
hereby acknowledges and agrees that: (A) NASD R4E8 specifically prohibits broketealers such as Keating Securities from acceptig
payment or other consideration, directly or indigdrom an issuer of a security, or any affiliaepromoter thereof, for publishing a
quotation, acting as market maker in a securitgutimitting an application in connection therew{) Keating Securities maintains fi



compliance with this rule at all times, and thev&ess to be provided hereunder are "bona fide sesVias permitted by Rule 2460; (C) the
compensation payable to AMS under this Agreemenbisand should not be construed to be, for theigion of any market-making
services; and (D) nothing contained in this Agreenshall be construed as an agreement by AMS teecKeating Securities to make a
market in the Company's common stock.

X. Availability and Accuracy of Information. The @pany shall furnish AMS with all reasonable infotina and material requested or
required by AMS involving the Company including tidut limitation, information concerning historicahd projected financial results, pul
and regulatory filings, material contracts and catmants, proposed financings, acquisitions or otrarsactions, and possible and known
litigation, environmental and other contingent iidies of the Company (“Information™). The Compaalgo agrees to make available to AMS
such representatives of the Company, including,renathers, directors, officers, employees, outsmésel and independent certified public
accountants, as AMS may reasonably request. Thep@wyrwill promptly advise AMS of any material chasgn the Company's business or
finances. The Company represents and warrantshthdbformation provided or made available to
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AMS by the Company, at all times during the Terrarigl shall be complete and true in all materigbeets and will, to the best of its
knowledge and belief, not contain any untrue statérof a material fact or omit to state a matdeat necessary in order to make the
statements thereof not misleading in light of tlmeuwnstances under which such statements are mihdeCompany further represents and
warrants that any projections provided to AMS \dlve been prepared in good faith and will be baped assumptions that, in light of the
circumstances under which they are made, are rebkorThe Company acknowledges and agrees thatforming the Services AMS will
be using and relying on the Information, withoutépendent investigation, appraisal or verificataml AMS assumes no responsibility for
the accuracy or completeness of the Informatioe Chmpany is solely responsible for the compliamitk Laws of any presentation
(written, oral, web cast or other format), predsase, marketing materials, website materials, ohaeus or disclosures created pursuant tc
Agreement.

Xl. Indemnification. The Company agrees to indemaifid hold harmless AMS, its controlling persond affiliates and their respective
officers, directors, shareholders, members, pastrnployees, agents, advisors and affiliates antta persons of any of the above (each an
"Indemnified Person”) from and against all claifiehilities, obligations, losses, damages, pergléetions, judgments, suits, costs, expenses
and disbursements of any kind whatsoever, includirtiout limitation, reasonable attorneys' feaslgctively, "Losses") that are related to

or arise out of (A) actions taken or omitted totéleen (including any untrue statements made oistatgments omitted to be made) by the
Company, (B) any breach of any warranty, represemtar agreement of Company contained in this Agrent, or (C) actions taken or
omitted to be taken by an Indemnified Person withdonsent of or in conformity with the actionarissions of the Company. The
Company shall not be responsible, however, forlasses pursuant to the preceding sentence thdeaeemined in a final judicial
determination or final conclusion of an arbitraémgaged by the Parties pursuant to the terms ®Riiieement to have resulted from gross
negligence or reckless or wrongful conduct of AMS8d AMS agrees to indemnify and hold Company hasilem any Losses incurred by
the Company arising solely out of: (i) the grosglisence and reckless or wrongful conduct of AMSlatermined in a final judicial
determination or final conclusion of an arbitraémgaged by the parties hereto pursuant to the tefthés Agreement or (i) any breach of
warranty, representation or agreement of AMS coetain this Agreement. The Company agrees to raisebeach Indemnified Person for
reasonable out-of-pocket expenses (including redderfees and expenses of counsel for such Indedrierson) of such Indemnified
Person in connection with investigating, preparca@)ducting or defending any such action or claitmether or not in connection with
litigation in which any Indemnified Person is a redrparty, or in connection with enforcing the right an Indemnified Person under this
Agreement. The indemnity agreements under this@eshall survive the completion of the Servicasdered by AMS and the termination or
expiration of this Agreement.

XIl. Disclosure and Confidentiality. Any advice,stgiptive memoranda or other documentation rendeye®MS pursuant to this Agreeme

(A) may not be disclosed publicly or to any thitay without the prior
5

written approval of AMS; and (B) shall be reviewsgthe Company for compliance with all Laws priorits public dissemination. The
Company shall clearly indicate to AMS any Informoatprovided to AMS that has not been publicly diseld. All non-public information
provided by the Company to AMS shall be conside@didential information and shall be maintainedsash by AMS, except as required by
law or as required to enable AMS to perform itsv8&s pursuant to this Agreement, until the sanmimes known to third parties or the
public without release thereof by AMS.

XIll. Restricted Securities. AMS acknowledges, aitseand understands that until and unless the saenegistered under the Securities Act
of 1933, as amended (the "33 Act"): (i) the Shavilisbe "restricted securities” as that term isidefl under the 33 Act; (i) AMS will be
acquiring the Shares solely for its own accountjrigestment purposes and without a view towardsdisale or distribution thereof; (iii) the
Shares will be subject of stop transfer ordershenbiooks and records of the Company's transfert agehshall be imprinted with a standard
form of restrictive legend; and (iv) any sale of tBhares will be accomplished only in accordandke thie 33 Act and the rules and regulat
of the Securities and Exchange Commission adopi@ander.

XIV. Miscellaneous



A. Use of AMS Name. Before the Company releasesr#ioymation referring to AMS's role as the Comparngivestor relations consultant
under this Agreement or uses AMS's name in a mamhigsh may result in public dissemination thereb& Company shall furnish drafts of
all documents or prepared oral statements to AM8dmments, and shall not release any informatdeting thereto without the prior
written consent of AMS, which shall not unreasogdi# withheld. Nothing herein shall prevent the @amy from releasing any information
to the extent that such release is required by law.

B. Authorization. The Company represents and wisrtdrat this Agreement has been duly authorized@mesents the legal, valid, binding
and enforceable obligation of the Company andrkéher this Agreement nor the consummation oftesrysactions contemplated hereby
requires the approval or consent of any governnhentagulatory agency or violates or conflictsiwény law, regulation, contract or order
binding the Company.

C. Binding Effect. The terms, provision and corati of this Agreement are solely for the benefithef Company and AMS and the other
Indemnified Persons and their respective heirs;esgors and permitted assigns and no other persanmity shall acquire or have a right by
virtue of this Agreement. This Agreement may noaibsigned by either Party without prior written semt of the other Party.

D. Entire Agreement. Each of the Parties herebynawuts that this Agreement is intended to and doe&in and embody herein all of the
understandings and agreements, both written andabrthe parties hereby with respect to the suhbjeatter of this Agreement, and that there
exists no oral agreement or understanding, exmreissplied, whereby the absolute,
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final and unconditional character and nature of fkgreement shall be in any way invalidated, empeder affected. There are no
representations, warranties or covenants otherttizse set forth herein.

E. Amendment. No provision of this Agreement mayaéved or amended except in a writing signed kih BRarties. A waiver or amendm
of any term or provision of this Agreement shalt he construed as a waiver or amendment of any tehm or provision.

F. Counterparts. This Agreement may be executdddsimile signatures and in multiple counterpaetgh of which shall be deemed an
original. It shall not be necessary that each Paxgcutes each counterpart, or that any one cquartdse executed by more than one party so
long as each Party executes at least one courtterpar

G. Validity. If any provision of this Agreementdgclared by any court of competent jurisdictioméoinvalid for any reason, such invalidity
shall not affect the remaining provisions of thigréement.

H. Governing Law. This Agreement shall be goverbg@dnd constructed under the laws of the Stateotidr@do without regard to such sta
conflicts of law principles, and may be amendeddified or supplemented only by written instrumexeeuted by Parties hereto.

I. Arbitration. All disputes, controversies or afa ("Disputes”) arising out of or relating to tligreement shall in the first instance be the
subject of a meeting between a representativeasf Barty who has decision-making authority withpess to the matter in question. Should
the meeting either not take place or not resudt iasolution of the Dispute within twenty (20) mess days following notice of the Dispute to
the other Party, then the Dispute shall be resailvedbinding arbitration proceeding to be held&nver, Colorado in accordance with the
international rules of the American Arbitration Asgtion. The arbitrators may award attorneys' teebsother related arbitration expenses, as
well as pre- and post-judgment interest on any dwhdamages, to the prevailing Party, in theiestibcretion. The Parties agree that a panel
of three arbitrators shall be required, all of whehall be fluent in the English language, and thatarbitration proceeding shall be conducted
entirely in the English language. Any award of #nkitrators shall be deemed confidential informatiexcept to the extent public disclosure

of such information is required by applicable séms laws or regulations.

J. Notices. All notices required by the terms a$ thgreement shall be in writing and deliveredhe bther Party at the addresses set forth
below, either by personal delivery, by a recognirgernational overnight courier service, or bydiatile. Notices will be deemed given as of
the date of receipt, which date shall be evidermethe signature of an authorized representatithefeceiving party or by written evidence
of a successful transmission of either a facsimile-mail message.
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If to AMS: If to Compan y:
After Market Support, LLC American Ton erServ Corporation
Justin K. Davis Daniel Brink er
5251 DTC Parkway, Suite 1050 Chairman of the Board and CEO
Greenwood Village, CO 80111-2739 475 Aviation Blvd., Suite 100
(720) 489-4913 Telephone Santa Rosa, CA 95403
(303) 728-3542 Fax (800) 736-35 15 Telephone

(707) 578-73 04 Fax

If the forgoing correctly sets forth the entire enstanding and agreement between the Company arg) Aldase so indicate by executing
Agreement as indicated below and returning an é¢reatopy to AMS together, whereupon this Agreenséiatl constitute a binding
agreement as of the date first above writ



ACCEPTED AND AGREED TO:

AMERI CAN TONERSERV CORPORATI ON AFTER MARKET SUPPORT, LLC
By:/s/ Daniel Brinker By:/s/ J. Keating
Dani el Brinker, Chairman and CEO Timothy J. Keating, Manager



Exhibit 31.1

SECTION 302 CERTIFICATION

[, Daniel J. Brinker, certify that:

1. I have reviewed this quarterly report on ForrQ®B of American TonerServ Corp.;

2. Based on my knowledge, this report does notaioriny untrue statement of a material fact or dn#ttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nistatdisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the small business issuef,asd for, the periods presented in this
report;

4. The small business issuer's other certifyingcef{s) and | are responsible for establishing miathtaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a}Hnd 15d-15(e)) and internal control over firnaheeporting (as defined in Exchange
Act Rules 13a-15(f) and 15d-15(f)) for the smalsimess issuer and have:

(a) Designed such disclosure controls and procsgdorecaused such disclosure controls and procsdorge designed under our supervision,
to ensure that material information relating to sheall business issuer, including its consolidatgasidiaries, is made known to us by others
within those entities, particularly during the petin which this report is being prepared,;

(b) Designed such internal control over financéarting, or caused such internal control overrfaial reporting to be designed under our
supervision, to provide reasonable assurance reggitae reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generally@edeaccounting principles;

(c) Evaluated the effectiveness of the small bissinigsuer's disclosure controls and procedurep@@seénted in this report our conclusions
about the effectiveness of the disclosure containtsprocedures, as of the end of the period cougydlis report based on such evaluation;
and

(d) Disclosed in this report any change in the simadiness issuer's internal control over finangglorting that occurred during the small
business issuer's most recent fiscal quarter (ttadl ®usiness issuer's fourth fiscal quarter indage of an annual report) that has materially
affected, or is reasonably likely to materiallyeaff, the registrant's internal control over finahceporting; and

5. The small business issuer's other certifyingef{s) and | have disclosed, based on our mosntexvaluation of internal control over
financial reporting, to the small business issuaunditors and the audit committee of the smallmess issuer's board of directors (or persons
performing the equivalent functions):

(a) All significant deficiencies and material weakses in the design or operation of internal cbotrer financial reporting which are
reasonably likely to adversely affect the smallibeiss issuer's ability to record, process, sumrmaanw report financial information; and

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a samiifiole in the small business issuer's
internal control over financial reporting.

Dat e: Novenber 9, 2007
/s/ Daniel J. Brinker

Dani el J. Brinker
Chi ef Executive Oficer



Exhibit 31.2

SECTION 302 CERTIFICATION

I, Ryan Vice, certify that:

1. I have reviewed this quarterly report on ForrQ®B of American TonerServ Corp.;

2. Based on my knowledge, this report does notaioriny untrue statement of a material fact or dn#ttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nistatdisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the small business issuef,asd for, the periods presented in this
report;

4. The small business issuer's other certifyingcef{s) and | are responsible for establishing miathtaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a}Hnd 15d-15(e)) and internal control over firnaheeporting (as defined in Exchange
Act Rules 13a-15(f) and 15d-15(f)) for the smalsimess issuer and have:

(a) Designed such disclosure controls and procsgdorecaused such disclosure controls and procsdorge designed under our supervision,
to ensure that material information relating to sheall business issuer, including its consolidatgasidiaries, is made known to us by others
within those entities, particularly during the petin which this report is being prepared,;

(b) Designed such internal control over financéarting, or caused such internal control overrfaial reporting to be designed under our
supervision, to provide reasonable assurance reggitae reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generally@edeaccounting principles;

(c) Evaluated the effectiveness of the small bissinigsuer's disclosure controls and procedurep@@seénted in this report our conclusions
about the effectiveness of the disclosure containtsprocedures, as of the end of the period cougydlis report based on such evaluation;
and

(d) Disclosed in this report any change in the simadiness issuer's internal control over finangglorting that occurred during the small
business issuer's most recent fiscal quarter (ttadl ®usiness issuer's fourth fiscal quarter indage of an annual report) that has materially
affected, or is reasonably likely to materiallyeaff, the registrant's internal control over finahceporting; and

5. The small business issuer's other certifyingef{s) and | have disclosed, based on our mosntexvaluation of internal control over
financial reporting, to the small business issuaunditors and the audit committee of the smallmess issuer's board of directors (or persons
performing the equivalent functions):

(a) All significant deficiencies and material weakses in the design or operation of internal cbotrer financial reporting which are
reasonably likely to adversely affect the smallibeiss issuer's ability to record, process, sumrmaanw report financial information; and

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a samiifiole in the small business issuer's
internal control over financial reporting.

Dat e: Novenber 9, 2007
/sl Ryan Vice

Ryan Vice
Chi ef Financial Oficer



Exhibit 32.1
CERTIFICATION OF CHIEF EXECUTIVE OFFICER PURSUANT T O
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Form 10-QSB of American Ti@erv Corp., a company duly formed under the lafNBedaware (the "Company"), for
the quarter ended September 30, 2007, as filedthétlSecurities and Exchange Commission on thehdaof (the "Report"), Daniel J.
Brinker, Chief Executive Officer of the Companyyélay certifies, pursuant to Section 906 of the Saes-Oxley Act of 2002, to the best of
his/her knowledge, that:

(1) The Report fully complies with the requiremeotsSection 13(a) or 15(d) of the Securities ExajeAct of 1934; and

(2) The information contained in the Report faplgsents, in all material respects, the finana@aldition and results of operations of the
Company.

Novenber 9, 2007 /'s/ Daniel J. Brinker
Dani el J. Brinker
Chi ef Executive O ficer

This certification accompanies this Report purstar8ection 906 of the Sarbanes-Oxley Act of 2002 shall not, except to the extent
required by the Sarbanes-Oxley Act of 2002, be dekfited by the Company for purposes of Sectionfliie Securities Exchange Act of
1934, as amended.

A signed original of this written statement reqdit®y Section 906 has been provided to American f®ar Corp. and will be retained by
American TonerServ Corp. and furnished to the Sgesiand Exchange Commission or its staff upomuest



Exhibit 32.2
CERTIFICATION OF PRINCIPAL FINANCIAL OFFICER PURSUA NT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Form 10-QSB of American Ti@erv Corp., a company duly formed under the lafNBedaware (the "Company"), for
the quarter ended September 30, 2007, as filedthétlSecurities and Exchange Commission on theldaeof (the "Report"), Ryan Vice,
Principal Financial Officer of the Company, heralgytifies, pursuant to Section 906 of the Sarbadey Act of 2002, to the best of his/her
knowledge, that:

(1) The Report fully complies with the requiremeatsSection 13(a) or 15(d) of the Securities ExajeAct of 1934; and

(2) The information contained in the Report faplgsents, in all material respects, the finanaaldition and results of operations of the
Company.

Noverber 9, 2007 /sl Ryan Vice
Ryan Vice
Princi pal Financial Oficer

This certification accompanies this Report purstar8ection 906 of the Sarbanes-Oxley Act of 2002 ghall not, except to the extent
required by the Sarbanes-Oxley Act of 2002, be dekfited by the Company for purposes of Sectionflifie Securities Exchange Act of
1934, as amended.

A signed original of this written statement reqdit®y Section 906 has been provided to American f®ar Corp. and will be retained by
American TonerServ Corp. and furnished to the Sgesiand Exchange Commission or its staff upomuest



