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PART 1 – FINANCIAL INFORMATION

Item 1. Financial Statements

instaCare, Corp.

Condensed Consolidated Balance Sheets

      

   September 30,  December 31,

   2009  2008

   (Unaudited)  Audited

Assets      

Current assets:      

 Cash $ 306,207  $ 111,208

 Accounts receivable  3,002,914   2,056,606

 Inventory  141,418   677,961

 Prepaid expenses  9,602   11,016

  Total current assets  3,460,141   2,856,791

Fixed assets:      

 Furniture and fixtures  2,530   2,530

 Computer equipment  232,365   232,365

  234,895   234,895

Less accumulated depreciation  234,895   234,895

  Fixed assets, net  -   -

Other assets      

 Deposits  3,412   3,412

 Amortizable loan fees  -   10,421

  Total other assets  3,412   13,833

  Total assets $ 3,463,553  $ 2,870,624

        

Liabilities and Stockholders’ Equity      

Current liabilities:      

 Accounts payable $ 409,167  $ 37,105

 Accrued liabilities  327,262   321,506

 Accrued interest  291,378   606,537

 Line of credit  1,221,926   1,533,599

 Demand note – related party  1,830   1,780

 Notes payable, current portion  228,029   236,926

 Convertible notes payable  445,000   1,452,688

  Total current liabilities  2,924,592   4,190,141

        

Stockholders’ equity      

Preferred stock, $0.001 par value, no shares authorized, 207,526 shares issued      

 and outstanding as of September 30, 2009 and December 31, 2008, respectively  -   207

Preferred series “A” stock, $0.001 par value, 750,000 shares authorized no shares      

 issued and outstanding as of September 30, 2009 and December 31, 2008, respectively  -   -

Preferred series “C” stock, $0.001 par value, 1,000,000 shares authorized, no shares and 17,860

Shares issued and outstanding as of September 30, 2009 and December 31, 2008, respectively  -   18

Preferred series “D” stock, $0.001 par value, 1,000 shares authorized, no shares issued      

 And outstanding as of September 30, 2009 and December 31, 2008, respectively  -   -

Preferred series “E” stock, $0.001 par value, 1,000,000 shares authorized, 258,326 and 66,500      

 Shares issued and outstanding as of September 30, 2009 and December 31, 2008, respectively  258   67

Common stock, $0.001 par value, 1,750,000,000 shares authorized, 59,765,408 and 46,845,176      

 shares issued and outstanding as of September 30, 2009 and December 31, 2008, respectively  59,765   46,845

Shares of common stock authorized and unissued, no shares and 2,046,000 as of September 30,

2009and December 31, 2008, respectively  -   2,046

Additional paid in capital  18,071,910   17,860,882

Dividends payable  -   471,310



Accumulated (deficit)  (17,592,972)   (19,700,892)

 Total stockholders’ equity  538,961   (1,319,517)

  Total liabilities and stockholders’ equity $ 3,463,553  $ 2,870,624

The accompanying notes are an integral part of these condensed consolidated financial statements.
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InstaCare, Corp.

Condensed Consolidated Statements of Operations

(Unaudited)

         

   Three Months Ended  Nine Months Ended

   September 30,  September 30,

   2009  2008  2009  2008

             

              

Revenue  $ 4,491,831  $ 3,439,271  $ 14,669,886  $ 9,257,347

Cost of sales   4,180,858   3,233,370   13,734,254   8,259,316

              

Gross profit   310,973   205,901   935,632   998,031

              

Expenses:             

 General & administrative   82,180   66,319   219,174   191,698

 Consulting   11,070   25,804   60,827   119,539

 Payroll expense   44,110   47,335   125,657   247,595

 Professional fees   11,646   6,184   71,660   73,781

 Depreciation and amortization   -   9,063   -   27,189

  Total expenses   149,006   154,705   477,318   659,802

              

Net operating income   161,967   51,196   458,314   338,229

              

Other income (expense):             

 Financing costs   (24,133)   (70,527)   (128,688)   (186,788)

 Interest expense, net   (29,742)   (56,823)   (143,883)   (168,216)

 Debt Forgiveness   121,178   -   1,450,867   -

  Total other income (expense)   67,303   (127,350)   1,178,296   (355,004)

              

Net income   229,270   (76,154)   1,636,610   (16,775)

              

Add: Dividends declared on preferred   -   -   -   -

              

Income available to common shareholders'  $ 229,270  $ (76,154)  $ 1,636,610  $ (16,775)

              

Weighted average number of             

common shares outstanding-basic and fully
diluted   57,768,295   42,088,804   52,620,738   38,201,135

              

Net income per share –basic and fully diluted  $ 0.00  $ 0.00  $ 0.03  $ 0.00

             

The accompanying notes are an integral part of these condensed consolidated financial statements.
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instaCare, Corp.

Condensed Consolidated Statements of Cash Flows

(Unaudited)

       

  Nine Months Ended

  September 30,

  2009  2008

       

Cash flows from operating activities      

Net income (loss) $ 1,636,610  $ (16,775)

Adjustments to reconcile net income to      

 net cash provided (used) by operating activities      

 Shares issued for services and  103,600   126,453

 Shares and warrants issued for financing  118,267   210,018

 Options and warrants issued for services  -   12,853

 Amortization of share-based compensation  -   105,000

 Amortization of financing fees  10,421   -

 Depreciation and amortization  -   27,189

Debt forgiveness  (1,450,867)   -

Changes in operating assets and liabilities:      

 Accounts receivable  (946,308)   (624,807)

 Inventory  536,543   (207,515)

 Prepaid expenses  1,414   (30,354)

 Accounts payable  372,062   (80,632)

 Accrued liabilities  5,756   (2,762)

 Accrued interest  128,021   141,523

Net cash provided (used) by operating activities  515,519   (339,809)

       

Cash flows from financing activities      

 Proceeds from line of credit  12,206,869   7,661,816

 Payments on line of credit  (12,518,542)   (7,341,359)

 Proceeds from note payable – related party  50   1,500

 Payments on notes payable  (8,897)   (29,205)

 Proceeds from convertible note payable  -   75,000

Net cash provided (used) by financing activities  (320,520)   367,752

       

Net increase in cash  194,999   27,943

Cash – beginning  111,208   4,353

Cash – ending $ 306,207  $ 32,296

       

Supplemental disclosures:      

 Interest paid $ 15,777  $ 23,229

 Income taxes paid $ -  $ -

       

Non-cash transactions:      

 Shares issued for services $ 103,600  $ 126,453

 Options and warrants issued for services $ -  $ 12,853

 Shares and warrants issued for financing activities $ 118,267  $ 210,018

 Accounts payable converted to note payable $ 17,500  $ -

The accompanying notes are an integral part of these condensed consolidated financial statements.
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instaCare, Corp.

Notes to Condensed Consolidated Financial Statements

Note 1 – Basis of presentation

The condensed consolidated interim financial statements included herein, presented in accordance with United States generally accepted

accounting principles and stated in US dollars, have been prepared by the Company, without audit, pursuant to the rules and regulations

of the Securities and Exchange Commission. Certain information and footnote disclosures  normally included in financial  statements

prepared in accordance with generally accepted accounting principles  have been condensed or  omitted pursuant to  such rules  and

regulations, although the Company believes that the disclosures are adequate to make the information presented not misleading.

These statements reflect all adjustments, consisting of normal recurring adjustments, which, in the opinion of management, are necessary

for fair presentation of the information contained therein. It is suggested that these consolidated interim financial statements be read in

conjunction with the consolidated financial  statements  of the Company for  the period ended December  31,  2008 and notes thereto

included in the Company's Form 10-K. The Company follows the same accounting policies in the preparation of consolidated interim

reports.

The Company was organized March 2, 2001 (Date of Inception) under the laws of the State of Nevada as ATR Search Corporation. On

June 21, 2002, the Company merged with Medicius, Inc. and filed amended articles of incorporation changing its name to CareDecision

Corporation and subsequently changed its name to instaCare Corp. effective February 17, 2005.

New Pronouncements

On April  9,  2009,  the  FASB issued  additional  guidance  intended  to provide  clarification in application and  enhance  disclosures

regarding fair value measurements and impairments of securities. ASC 820, Determining Fair Value When the Volume and Level of

Activity  for  the  Asset  or  Liability  Have  Significantly  Decreased  and  Identifying  Transactions  That  Are  Not  Orderly,  provides

guidelines for making fair value measurements more consistent with the principles presented in ASC 820, Fair Value Measurements.

ASC 825, Interim Disclosures about Fair Value of Financial Instruments, enhances consistency in financial reporting by increasing the

frequency of  fair  value  disclosures.  ASC  320,  Recognition  and  Presentation  of  Other-Than-Temporary  Impairments,  provides

additional guidance designed to create greater clarity and consistency in accounting for and presenting impairment losses on securities.

ASC 820 relates to determining fair values when there is no active market or where the price inputs being used represent distressed

sales. It reaffirms what Statement ASC 820 states is the objective of fair value measurement—to reflect how much an asset would be

sold for in an orderly transaction (as opposed to a distressed or forced transaction) at the date of the financial statements under current

market conditions. Specifically, it reaffirms the need to use judgment to ascertain if a formerly active market has become inactive and in

determining fair values when markets have become inactive.

ASC 825 relates to fair value disclosures for any financial instruments that are not currently reflected on the balance sheet of companies

at fair value. Prior to issuing this FSP, fair values for these assets and liabilities were only disclosed once a year. The FSP now requires

these disclosures on a quarterly basis, providing qualitative and quantitative information about fair value estimates for all those financial

instruments not measured on the balance sheet at fair value.

ASC 320 on other-than-temporary impairments is intended to bring greater consistency to the timing of impairment recognition, and to

provide greater clarity to investors about the credit and noncredit components of impaired debt securities that are not expected to be

sold.  The measure  of impairment in comprehensive  income remains  fair  value.  The FSP also requires  increased and more  timely

disclosures sought by investors regarding expected cash flows, credit losses, and an aging of securities with unrealized losses. The

FSP’s are effective for interim and annual periods ending after June 15, 2009, but entities may early adopt the FSP’s for the interim and

annual  periods ending after  March 15, 2009. The Company has determined that adoption of these pronouncements  will  not have a

material impact on the Company’s financial statements.

In May 2009, the FASB issued ASC 855, “Subsequent Events”, which establishes general standards of accounting for, and requires

disclosure of, events that occur after the balance sheet date but before financial statements are issued or are available to be issued. The

Company adopted the provisions of ASC 855 for the quarter ended September 30, 2009. The adoption of these provisions did not have a

material effect on its consolidated financial statements.
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In June 2009, the Financial Accounting Standards Board (FASB) issued ASC 105, “The FASB Accounting Standards CodificationTM

and  the  Hierarchy of Generally Accepted  Accounting Principles  and  establishes  the  FASB Accounting Standards  CodificationTM

(Codification) as the source of authoritative accounting principles recognized by the FASB to be applied by nongovernmental entities in

the  preparation of financial  statements  in conformity with GAAP.  Rules  and  interpretive  releases  of the  Securities  and  Exchange

Commission (SEC) under authority of federal securities laws are also sources of authoritative GAAP for SEC registrants. The FASB

will no longer issue new standards in the form of Statements, FASB Staff Positions, or Emerging Issues Task Force Abstracts; instead the

FASB will issue Accounting Standards Updates. Accounting Standards Updates will not be authoritative in their own right as they will

only serve to update the Codification. The issuance of ASC 105 and the Codification does not change GAAP. ASC 105 becomes

effective for the Company for the period ending September 30, 2009. Management has determined that the adoption of ASC 105 will not

have an impact on its consolidated financial statements.

In June 2009, the FASB issued ASC 860, “Accounting for Transfers of Financial Assets—. ASC 860 removes the concept of a qualifying

special-purpose entity and removes the exception from applying ASC 810 to variable interest entities that are qualifying special-purpose

entities; limits the circumstances in which a transferor derecognizes a portion or component of a financial asset; defines a participating

interest; requires a transferor to recognize and initially measure at fair value all assets obtained and liabilities incurred as a result of a

transfer accounted for as a sale; and requires enhanced disclosure; among others. ASC 860 becomes effective for  the Company on

January 1, 2010. Management does not believe that the adoption of ASC 860 will  not have an impact on its consolidated financial

statements.

Results of operations for the interim periods are not indicative of annual results.

Note 2 – Going concern

As of September 30, 2009, we have an accumulated deficit of $17,592,972. These accumulated conditions have raised substantial doubt

about the Company's ability to continue as a going concern. Although our recent growth has greatly improved cash flows, we nonetheless

need to obtain additional financing to fund payment of obligations and to provide working capital for operations. Management is seeking

additional financing, and is now looking for a merger or acquisition candidate. It is management’s objective to review the acquisition of

interests in various business opportunities, which in their opinion will  provide a profit to the Company. Management believes these

efforts will generate sufficient cash flows from future operations to pay the Company's obligations and working capital needs. There is

no assurance any of these transactions will occur. The financial statements do not include any adjustments relating to the recoverability

and classification of asset carrying amounts or the amount and classification of liabilities that might result should the Company be unable

to continue as a going concern.

Note 3 – Notes payable

Notes payable consisted of the following:

  September 30,  December 31,

  2009  2008

     

Demand note from a related party, bearing interest at 9.5% $ 1,830 $ 1,780

Promissory note, bearing interest at 9.5% per annum, Matured August 25, 2006, currently in
default.  -  87,309

Convertible promissory note, bearing interest at 12% per annum, matured December 24,
2006, currently in default.  -  920,379

Convertible promissory note, bearing interest at 1.25% per month, matured on October 31,
2007, currently in default.  170,000  170,000

Promissory note, bearing interest at 12% per annum, Matured July 31, 2006, currently in
default.  130,000  130,000

Convertible promissory note, bearing interest at 1.5% Monthly, matured December 31, 2007,
currently in default.  200,000  200,000

Promissory note, bearing interest at 18% per annum, matured March 31, 2009, currently in
default.  75,000  75,000

Promissory note, bearing interest at 9% per annum, maturing June 20, 2010.  98,029  106,926

Line of credit, with interest being paid in shares equal to 5% of each advance.  1,221,926  1,533,599

Total notes payable  1,896,785  3,224,993

Less current portion  1,896,785  3,224,993

Total long-term notes payable $ -0- $ -0-
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We have  recorded  interest expense  totaling $29,742  and  $56,823 during the  three-months  ended  September  30,  2009  and  2008,

respectively.

Note 4 – Debt extinguishment

On March 24, 2004, we entered into a Secured Convertible Promissory Note with Pinnacle Investment Partners, LP for the principal

amount of $700,000 with an interest rate of 12% per annum. On February 10, 2005 we entered into a note extension agreement whereby

Pinnacle agreed to advance an additional $400,000 and extend the maturity until April 24, 2006. On July 1, 2006, we entered into a

second extension of the note which matured on December 24, 2006. Through the period ending March 31, 2009 the company accrued

interest at a default rate of 12% per annum on this Note. The Note was convertible at a rate of $0.30 per share and has been secured by

2,212,500 shares of our common stock held in escrow. Through July 31, 2006, Pinnacle has sold 924,948 of the escrow shares valued at

$406,215 which was applied to accrued interest and the principal balance of the note. During the six months ended June 30, 2009, in

connection with our obligations to Pinnacle Investment Partners, LLP, we recognized a gain on debt extinguishment in the amount of

$1,329,690 representing a principal balance of $920,379 and accrued interest totaling $409,310. The extinguishment has been recorded

as a result of being advised by the fund management on July 31, 2006 to “stand still.” Further, on September 23, 2006 an attorney

associated with Pinnacle advised management that the fund had been closed and all  operations of Pinnacle had ceased. In addition,

management was also informed by the attorney in fact, of the death and incarceration of the funds primary principals. As of the date of

this filing there has been no further communication or contact. Management has made attempts to locate and communicate with the former

fund and has been unable establish the whereabouts of either management or an attorney in fact. We have evaluated the classification of

this gain and have determined that the gain does not meet the criteria for classification as an extraordinary item. As a result, the gain has

been included as “Gain on extinguishment of debt” under “Other income (expense)” within income from continuing operations.

On February 7, 2005, we entered into agreements with Mercator Momentum Fund, LP and Monarch Pointe Fund, Ltd. (collectively, the

“Purchasers”) and Mercator Advisory Group, LLC (“MAG”). Under the terms of the agreement, we agreed to issue and sell  to the

Purchasers, and the Purchasers agreed to purchase from the Company, 20,000 shares of Series  “C” Convertible Preferred Stock at

$100.00 per share. Additionally, we issued 1,250,000 warrants to purchase share of our common stock at $1.60 per share, all of the

warrants expired on February 7, 2008. To date, MAG has converted 2,140 shares of their Series “C” preferred into 1,372,901 shares of

our restricted common stock. On October 8, 2008 the company received a letter from Kroll (BVI) Limited of the British Virgin Islands

informing the company that the Monarch Pointe Fund, Ltd had lapsed into receivership. On February 11, 2009 the company received a

call  from the U.S. based agency identified in the Kroll  (BVI) letter  of October 8, 2008. This  agent informed the company that the

Mercater Momentum Fund, LP, the other Purchaser of the company’s Preferred C stock, was itself a part of a separate receivership

process.  The company was  advised by Kroll  (BVI)  to cease all  communications  with Mercator  Advisory Group, LLC the  former

managing entity of both of the Mercator investing entities. As of the date of this filing there has been no further communication or contact.

As a result of the failure of MAG and managements inability to contact the fund, we have recorded debt extinguishment in the amount of

$121,178 representing the principal balance of $87,309 and accrued interest of $33,869. In addition, the board of directors cancelled

17,860 shares  of the  preferred series  C stock issued  and outstanding.  We have  evaluated the  classification of this  gain and have

determined that the gain does not meet the criteria for classification as an extraordinary item. As a result, the gain has been included as

“Gain on extinguishment of debt” under “Other income (expense)” within income from continuing operations.

Note 5 – Stockholder’s equity

We are authorized to issue 5,000,000 shares of $0.001 par value preferred stock; of which 750,000 shares are designated as Series A,

20,000 shares are designated as Series C, 1,000 shares are designated as Series D and 1,000,000 shares are designated as Series E. The

Company is authorized to issue 1,750,000,000 shares of $0.001 par value common stock.

Preferred

During the nine months ended September 30, 2009 we have issued 205,900 shares of our preferred Series “E’ stock to Centurion

Credit Resources as financing fees in connection with our line of credit. Each share of our preferred series “E’ is convertible into 50

shares of $0.001 par value common stock. On March 31, 2009, Centurion elected to convert 14,900 shares of their preferred series

“E” into 745,000 shares of common stock. The fair value of the preferred series “E’ issuances, totaled $59,664 and has been recorded

as financing costs.

Common

We have issued a total of 9,000,000 shares each of our common stock to our two officers and directors as compensation for services

provided to the Company during the nine months ended September 30, 2009. The fair value of these grants total $85,500 and has been

recorded as payroll expense.
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During the  second quarter  we issued 60,000 shares  to consultants  for  services  to the  Company valued at $600 which has been

recorded as consulting fees.

On April 20, 2009 we issued 1,750,000 to a service provider as payment against outstanding invoices totaling $17,500.

During the nine months ended September 30, 2009, we have authorized the issuance of 1,365,233 shares of common stock to Centurion

Credit resources as financing fees in connection with our line of credit. The fair value of the shares is $58,603 and has been recorded

as financing costs.

Note 6 – Warrants and options

A summary of outstanding warrants and options as of September 30, 2009 is as follows:

 Warrants  

Weighted
Average
Exercise

Price  Options  

Weighted
Average
Exercise

Price

Outstanding 01/01/09 9,183,340 $ 0.04  - $ -

 Granted -  -  -  -

 Cancelled (50,000)  0.32  -  -

 Exercised -  -  -   

Balance 06/30/09 9,133,340 $ 0.04  - $ -

Note 7 – Subsequent events

The Company evaluated subsequent events through the date the accompanying financial statements were issued, which was November

12, 2009.
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FORWARD-LOOKING STATEMENTS

This document contains “forward-looking statements” within the meaning of the Private Securities Litigation Reform Act of

1995. All statements other than statements of historical fact are “forward-looking statements” for purposes of federal and state securities

laws, including, but not limited to, any projections of earnings, revenue or other financial items; any statements of the plans, strategies

and objections of management for future operations; any statements concerning proposed new services or developments; any statements

regarding future economic conditions or performance; any statements or belief; and any statements of assumptions underlying any of the

foregoing.

Forward-looking statements may include the words “may,” “could,” “estimate,” “intend,” “continue,” “believe,” “expect” or

“anticipate” or other similar words. These forward-looking statements present our estimates and assumptions only as of the date of this

report. Accordingly, readers are cautioned not to place undue reliance on forward-looking statements, which speak only as of the dates

on which they are made. We do not undertake to update forward-looking statements to reflect the impact of circumstances or events that

arise after the dates they are made. You should, however, consult further disclosures we make in future filings of our Annual Report on

Form 10-K, Quarterly Reports on Form 10-Q and Current Reports on Form 8-K.

Although we believe that the expectations reflected in any of our forward-looking statements are reasonable, actual  results

could differ materially from those projected or assumed in any of our forward-looking statements. Our future financial condition and

results of operations, as well as any forward-looking statements, are subject to change and inherent risks and uncertainties. The factors

impacting these risks and uncertainties include, but are not limited to:

· increased competitive pressures from existing competitors and new entrants;

· increases in interest rates or our cost of borrowing or a default under any material debt agreements;

· deterioration in general or regional economic conditions;

· adverse state or federal legislation or regulation that increases the costs of compliance, or adverse findings by a regulator with

respect to existing operations;

· loss of customers or sales weakness;

· inability to achieve future sales levels or other operating results;

· the unavailability of funds for capital expenditures and/or general working capital;

· operational inefficiencies in distribution or other systems;

· our ability to recruit and hire key employees;

· the inability of management to effectively implement our strategies and business plans; and

· the other risks and uncertainties detailed in this report.

For a detailed description of these and other factors that could cause actual results to differ materially from those expressed in

any forward-looking statement, please see “Risk Factors” in this document and in our Annual Report on Form 10-K for the year ended

December 31, 2008.

Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations.

Overview of Current Operations

We are a publicly-traded distributor of life-saving and life-enhancing prescription drugs and diagnostics to several channels in

the healthcare industry. We are also a software and technology developer of proprietary and patentable technologies for e-health and

EMR applications.  From time to time we employ several  of our  medical  software technologies  to leverage and add value to our

prescription drug and diagnostics business. We are also a Wi-Fi PDA technology provider to the lodging industry. In the third quarter of

2008, we added modules to our medical and EMR applications that allow for better management of medical products distribution and

reporting management. We are in the initial stages of marketing these new modules under the trade name Decision IT.

In February 2009 the Obama administration issued summary health industry cost saving initiatives as part of their proposed

national healthcare policy overhaul. An area of focus and an area of future proposed federal investment will be in electronic medical

patient records technologies and other medical electronic cost saving technologies. The company’s products and technologies fit into the

“sweet spot” of the Administrations’ proposed EMR initiative and to our knowledge our EMR technologies are unique in that they run

“native” on smart phones allowing the user physician to gain access to electronic medical records without the need of a stand-alone

computer or PDA
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Our  proprietary MD@Hand  and  Practice  Probe  software  technologies  manage  critical  patient  data  (electronic  medical

records),  enhance  productivity (electronic  cost  saving technologies)  and  facilitate  communication with other  applications  in the

healthcare, medical  practice and medical  products distribution markets. As we have recently focused our business attention toward

providing prescription drugs and medical diagnostics through several medical distribution channels, we are now completing the updates

of our medical EMR technologies and readying two new patent applications to secure the company’s proprietary medical technologies

for use with smart phones such as the Apple iPhone, Verizon Windows phone, the Palm Pre, and RIM’s Blackberry line.

All of our sales are transacted in the United States. Although the industry in which we compete is worldwide, we do not sell or

ship for export.

During the next 12 months we plan to continue to focus our efforts on the following primary businesses:

· Providing medical communication devices for the purposes of EMR exchange based on networks of personal smart cell phones

(Palm Pre, Apple iPhone, Verizon Windows phone). These products are believed to provide benefits of on demand medical

information to private practice physicians, licensed medical service providers such as diagnostic testing laboratories, federal

entitlement programs (Medicare, Medicaid) and most importantly, medical insurers;

· The distribution of medical diagnostic products primarily aimed at institutions that service patients with diabetic and asthma

related diseases and ailments. Our current market focus for these products is the assisted living and long term care sector of the

larger healthcare market, however we plan to expand into additional sectors where we can service certain chronic ambulatory

disease states;

· Providing medical communication devices based on networks of smart cell phones (Palm Pre, Apple iPhone, Verizon Windows

phone)  and tablet computers  with software  that manages  decision,  control,  audit and fulfillment for  the  medical  products

distribution markets. These products are believed to provide benefits of on demand medical information to medical products

manufacturers as part of their financial management of distribution contracts;

· The distribution and fulfillment of prescriptions for ethical pharmaceuticals primarily aimed at the elderly (Part D) indigent and

uninsured sectors of the greater medical service markets. Our first market focus for these products will be those Medicare, state

Medicaid and Federally chartered clinics (and initiatives) where funding for pharmaceutical fulfillment enterprises exists;

· Building electronic  commerce  networks  based  on tablet  computers  to  the  hotels,  motels  and  single  building,  multi-unit

apartment buildings with a desire to offer local advertising and electronic services to their tenants/guests.

Seasonality

The distribution of medical products and medical diagnostics in aggregate currently account for the overwhelming percentage of

our revenues. Our experiences point to a business that displays certain seasonal trends. In each of the last three operating years our order

intake was concentrated in the first five months of the calendar year and to an identifiable degree in the last two months of the calendar

year. One explanation is that these months correspond with the beginning of a prescription drug plan years where new prescription drug

cards are distributed by insurers to their insured (including Medicare beneficiaries) in January along with new plan formularies (price

schedules). This in turn trends to influence “stocking up” buying/ordering behavior on the part of the insured. The most recent quarter

completed continued these trends.

Results of Operations for the three months ended September 30, 2009 and 2008 compared.

The following tables summarize selected items from the statement of operations for the three months ended September 30, 2009

compared to the three months ended September 30, 2008.

INCOME:

  For the three months ended

September 30,

 

Increase (Decrease)

  2009  2008  $  %

         

Revenue $ 4,491,831 $ 3,439,271  1,052,560  31%

Cost of Sales  4,180,868  3,233,370  947,488  29%

         

Gross Profit  310,973  205,901  105,072  51%

         

Gross Profit Percentage of Sales  7%  6%     
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Revenue

Our revenue for the three months ended September 30, 2009 was $4,491,831 compared to revenue of $3,439,271 in the three

months ended September 30, 2008. This resulted in an increase in revenue of $1,052,560, or 31%, from the same period a year ago. The

increase in revenue over the three months ended September 30, 2008 was a result of our market focus toward direct sale and direct to

patient sale of diabetic test strips and medical-surgical products into several medical channels.

Cost of sales/Gross profit percentage of sales

Our cost of sales for the three months ended September 30, 2009 was $4,180,868, an increase of $947,488, or  29% from

$3,233,370 for the three months ended September 30, 2008. The increase in cost of sales during the current period was due to changes

and decreases in the national Medicare reimbursement and the company’s focus on increasing sales over the prior quarter in our direct to

patient market sales.

Gross profit as a percentage of sales increased from 6% for the three months ended September 30, 2008 to 7% for the three

months ended September 30, 2009. The decrease in gross profit margin was caused by three market forces; (a) a change in our product

mix whereby we increased our sales levels in medical surgical sales markets to extended care facilities, which historically have a lower

profit margin, (b)  a lowered reimbursement allowed by the federal  Medicare program and private insurers,  and (c)  a deteriorated

economy which has lowered our ability to push “stock up” behavior among our patients.

EXPENSES:

  

For the Three Months Ended

September 30,  

Increase / (Decrease)  2009  2008  

  Amount  Amount  $  %

Expenses:         

 General & administrative $ 82,180 $ 66,319 $ 15,861  24%

 Consulting services  11,070  25,804  (14,734)  (57%)

 Payroll expense  44,110  47,335  (3,225)  (7%)

 Professional fees  11,646  6,184  5,462  88%

 Depreciation  -  9,063  (9,063)  -

 Total expenses  149,006  154,705  (5,699)  (4%)

         

Net operating income  161,967  51,196  110,771  216%

         

Other income (expense):         

 Financing costs  (24,133)  (70,527)  (46,394)  (66%)

 Interest (expense)  (29,742)  (56,823)  (27,081)  (48%)

Debt forgiveness  121,178  -  121,178  -

Total other income  67,303  (127,350)  47,703  (153%)

Net income $ 229,270 $ (76,154) $ 305,424  401%

General and Administrative Expenses

General and administrative expenses for the three months ended September 30, 2009 were $82,180, an increase of $15,861, or

24%, from $66,319 for the three months ended September 30, 2008. We have focused our business development towards targeted market

areas for our diabetic testing products, as a result of this focused agenda, we have been able to streamline overhead utilizing only those

resources  that  directly  attribute  to  our  sales  growth  thereby  allowing  us  to  eliminate  unnecessary  general  and  administrative

expenditures. General and Administrative expenses are expected to fluctuate for the remainder of Fiscal Year 2009 as a result of the

company’s renewed focus on its medical software technologies. It is the goal of management to continue efforts in limiting redundant

overhead. In addition due to the deteriorated economy management has foregone salaries.

Consulting Services

We have historically relied on outside consultants for assistance in business development and sales. As we are becoming more

seasoned in our pharmaceutical product lines, we have been able to limit the amount of outside services required to build and maintain

our market share, evidenced by our decrease in consulting services for the three months ended September 30, 2009. During this quarter



we expended $11,070 for consulting services compared to $25,804 for the three months ended September 30, 2008, representing a

decrease of 57% over the previous period. Consulting services expenses are expected to fluctuate for the remainder of Fiscal Year 2009

as a result of the company’s renewed focus on its medical software technologies.
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Payroll expense

 

We currently staff five full-time positions. Each of which, assist in sales, billing, collection,  marketing and administrative

support.  We have made tremendous  efforts  to  maintain cash-flow through a  reduction in salaries  and wages and in hiring service

organizations where appropriate. During the three months ended September 30, 2009 our payroll expense was comprised of cash totaling

$18,000 and equity of $25,500 compared to $15,000 in cash and $32,000 in equity for the comparable period in 2008. As our sales

continue to grow, we anticipate our payroll expense will also increase at a pro rata rate.

Professional Fees

Our professional fees consist of legal, accounting and expenses associated with being a fully reporting public company. Our

fees for these services increased by $5,462 compared to the three months ended September 30, 2008 as a result of increased accounting

and audit fees. We anticipate these fees to remain stable throughout the upcoming year.

 

Total Expenses

Our operating expenses decreased $5,699 overall for the three months ended September 30, 2009 when compared to $154,705

for  the  three  months  ended  September  30,  2008.  Our  streamlined  operational  environment has  allowed for  the  decrease  in total

operational costs.

Net Operating Income

We had net operating income in the amount of $161,967 for the three months ended September 30, 2009, versus a net operating

income of $51,196 for  the three months ended September  30, 2008. As we maintain our business  focus toward building sales and

minimizing unnecessary overhead, we are hopeful to continue with positive earnings results.

Financing Costs

Financing costs for the three months ended September 30, 2009 were $24,133, a decrease of $46,394 or 66%, from $70,527 for

the three months ended September 30, 2008. Our financing costs have increased substantially as a result of our revolving line of credit

with Centurion Credit Resources LLC. This agreement allows us the necessary capital  to finance and turn our inventory creating an

ability to generate revenue we had not previously had due to our significant deficiencies in working capital. Interest payments are paid to

Centurion in the form of cash, calculated by multiplying the company’s outstanding balance of loans made by Centurion by 2% per month.

A bonus of 20% of the company’s  margin on each transaction is  also paid to Centurion.  Shares  of our  common stock are paid to

Centurion as a bonus on qualifying transactions. The ability to pay in shares allows us to build our own working capital through the gross

profit received on each sale with the anticipation of limiting the necessity for future working capital financing.

Interest Expense

Our interest expense has decreased significantly during the three months ended September 30, 2009 from $56,823 in 2008 to

$29,742 in 2009. The decrease is a direct result of the debt extinguishment in 2009.

 

Net Income

We achieved net income for the three months ended September 30, 2009 in the amount $229,270, an increase of $305,424 from

our previous year’s net loss of $(76,154). The increase in net income and our resulting profit was attributable to debt forgiveness.

Results of Operations for the nine-months ended September 30, 2009 and 2008 compared.

The following tables summarize selected items from the statement of operations for the nine months ended September 30, 2009

compared to the nine months ended September 30, 2008.
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INCOME:

  For the Nine Months Ended

September 30,

 

Increase (Decrease)

  2009  2008  $  %

         

Revenue $ 4,669,886 $ 9,257,347  5,412,539  58%

Cost of Sales  13,734,254  8,259,316  5,474,938  66%

         

Gross Profit  935,632  998,031  (62,399)  (6%)

         

Gross Profit Percentage of Sales  7%  11%  (4%)   

Revenue

Our revenue for the nine months ended September 30, 2009 was $14,669,886 compared to revenue of $9,257,347 in the nine

months ended September 30, 2008. This resulted in an increase in revenue of $5,412,539 or 58%, from the same period a year ago. The

increase in revenue over the three months ended September 30, 2008 was a result of our market focus toward direct sale and direct to

patient sale of diabetic test strips and medical-surgical products into several medical channels.

Cost of sales/Gross profit percentage of sales

Our cost of sales for the nine months ended September 30, 2009 was $13,734,254, an increase of $5,474,938, or 66% from

$8,259,316 for the nine months ended September 30, 2008. The increase in cost of sales during the current period was due to changes

and decreases in the national Medicare reimbursement and the company’s focus on increasing sales over the prior quarter in our direct to

patient market sales.

Gross profit as a percentage of sales decreased from 11% for the nine months ended September 30, 2008 to 7% for the nine

months ended September 30, 2009. The decrease in gross profit margin was caused by three market forces; (a) a change in our product

mix whereby we increased our sales levels in medical surgical sales markets to extended care facilities, which historically have a lower

profit margin, (b)  a lowered reimbursement allowed by the federal  Medicare program and private insurers,  and (c)  a deteriorated

economy which has lowered our ability to “stock up” patients with our products.

EXPENSES:

  

For the Nine Months Ended

September 30,  

Increase / (Decrease)  2009  2008  

  Amount  Amount  $  %

         

Expenses:         

 General & administrative $ 219,174 $ 191,698 $ 27,476  14%

 Consulting services  60,827  119,539  (58,712)  (49%)

 Payroll expense  125,657  247,595  (121,938)  (49%)

 Professional fees  71,660  73,781  (2,121)  (3%)

 Depreciation  -  27,189  (27,189)  (100%)

 Total expenses  477,318  659,802  (182,484)  (28%)

         

Net operating income  458,314  338,229  120,085  36%

         

Other income (expense):         

 Financing costs  (128,688)  (186,788)  (58,100)  (31%)

 Interest expense  (143,883)  (168,216)  (24,333)  (14%)

Debt forgiveness  1,450,867  -  1,450,867  -

Total other income  1,178,296  (355,004)  1,533,300  432%

         

Net income $ 1,636,610 $ (16,775) $ 1,653,385  9,856%
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General and Administrative Expenses

General and administrative expenses for the three months ended September 30, 2009 were $219,174, an increase of $27,476, or

14%, from $119,539 for the nine months ended September 30, 2008. We have focused our business development towards targeted market

areas for our diabetic testing products, as a result of this focused agenda, we have been able to streamline overhead utilizing only those

resources  that  directly  attribute  to  our  sales  growth  thereby  allowing  us  to  eliminate  unnecessary  general  and  administrative

expenditures. General and Administrative expenses are expected to fluctuate for the remainder of Fiscal Year 2009 as a result of the

company’s renewed focus on its medical software technologies. It is the goal of management to continue efforts in limiting redundant

overhead. In addition due to the deteriorated economy management has foregone salaries.

Consulting Services

We have  historically relied  on outside  consultants  for  assistance  in business  development,  customer  support,  billing and

collection, and sales. As we are becoming more seasoned in our pharmaceutical product lines, we have been able to limit the amount of

outside services required to build and maintain our market share but we still must maintain a smaller level of outside service providers

to assist us, evidenced by our decrease in consulting services for the nine months ended September 30, 2009. We expended $60,827 for

consulting services compared to $119,539 during the same period in the previous year, representing a decrease of 49%. Consulting

services expenses are expected to fluctuate for the remainder of Fiscal Year 2009 as a result of the company’s renewed focus on its

medical software technologies.

Payroll expense

 

During the nine months ended September 30, 2009 our payroll expense was comprised of cash totaling $39,000 and equity of

$85,500 compared to $48,000 in cash and $198,500 in equity for the comparable period in 2008. As our sales continue to grow, we

anticipate our payroll expense will also increase at a pro rata rate.

Professional Fees

Our professional fees consist of legal, accounting and expenses associated with being a fully reporting public company. Our

fees for these services decreased for the nine month period by $2,121 from $73,781 in 2008 to $71,660 for the nine month period ending

September 30, 2009. We anticipate these fees to remain stable throughout the upcoming year.

 

Total Expenses

Our operating expenses decreased $182,484 or 28% overall for the nine months ended September 30, 2009 when compared to

the same period a year ago. The decrease was directly related to a reduction in our share-based payroll compensation expense in 2009.

 

Net Operating Income

We had net operating income in the amount of $458,314 for the nine months ended September 30, 2009, versus a net operating

income of $338,229 for the nine months ended September 30, 2008. As we maintain our business focus toward building sales and

minimizing unnecessary overhead, we are hopeful to continue with positive earnings results.

Financing Costs

Financing costs for the nine months ended September 30, 2009 were $128,688, a decrease of $58,100, or 31%, from $186,788

for the nine months ended September 30, 2008. Financing costs result from our revolving line of credit with Centurion Credit Resources

LLC. This agreement allows us the necessary capital to finance and turn our inventory creating an ability to generate revenue we had not

previously had due to our  significant deficiencies  in working capital.  Interest payments  are paid to Centurion in the form of cash,

calculated by multiplying the company’s outstanding balance of loans made by Centurion by 2% per month. A bonus of 20% of the

company’s margin on each transaction is also paid to Centurion. Shares of our common stock are paid to Centurion as a bonus on

qualifying transactions.. The ability to pay in shares allows us to build our own working capital through the gross profit received on each

sale with the anticipation of limiting the necessity for future working capital financing.

Interest Expense

Our interest expense decreased $24,333 or 14% compared to the same period in the previous year. The decrease is a direct

result of the debt extinguishment in 2009.
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Net Income

Our net income for the nine months ended September 30, 2009, was $1,636,610 compared to a net loss of $16,775 from our

previous year. The increase in net income and our resulting profit was attributable to debt forgiveness.

Liquidity and Capital Resources

A critical component of our operating plan impacting our continued existence is the ability to obtain additional capital through

additional equity and/or debt financing. We do not anticipate generating sufficient positive internal operating cash flow until such time as

we  can deliver  our  medical  software  and  technology products  to  market,  complete  additional  financial  service  agreements  with

Centurion or others, all of which may take the next few years to fully realize. Liquidity issues are problems being experienced by many

companies in the current economic climate. In the event we cannot obtain the necessary capital to pursue our strategic plan, we may be

unable to grow our operations.

The  following table  summarizes  our  current assets,  liabilities  and  working capital  at  September  30,  2009  compared  to

December 31, 2008.

  September 30,

2009

 December 31,

2008

 Increase / (Decrease)

   $  %

         

Current Assets $ 3,460,141 $ 2,856,791  603,350  22%

Current Liabilities $ 2,924,592 $ 4,190,141  (1,265,549)  (31%)

Working Capital Deficit $ 535,549 $ (1,333,188)     

 

Internal and External Sources of Liquidity

MAG Entities Agreement

On February 7,  2005,  we  entered  into  agreements  with Mercator  Momentum Fund,  LP and  Monarch Pointe  Fund,  Ltd.

(collectively, the “Purchasers”) and Mercator Advisory Group, LLC (“MAG”). Under the terms of the agreement, we agreed to issue and

sell to the Purchasers, and the Purchasers agreed to purchase from the Company, 20,000 shares of Series “C” Convertible Preferred

Stock at $100.00 per share. Additionally, we issued 1,250,000 warrants to purchase share of our common stock at $1.60 per share, all of

the warrants expired on February 7, 2008. To date, MAG has converted 2,140 shares of their Series “C” preferred into 1,372,901 shares

of our restricted common stock. On October 8, 2008 the company received a letter from Kroll (BVI) Limited of the British Virgin Islands

informing the company that the Monarch Pointe Fund, Ltd had lapsed into receivership. On February 11, 2009 the company received a

call  from the U.S. based agency identified in the Kroll  (BVI) letter  of October 8, 2008. This  agent informed the company that the

Mercater Momentum Fund, LP, the other Purchaser of the company’s Preferred C stock, was itself a part of a separate receivership

process. To date the company has not received any formal notification concerning the Mercater Momentum Fund, LP and an alleged

receiver action. The company was advised by Kroll (BVI) to cease all communications with Mercator Advisory Group, LLC the former

managing entity of both of the Mercator investing entities. As of September 30, 2009 we have recorded debt extinguishment totaling

$121,178 representing the entire principal and accrued interest due to MAG.

Pinnacle Investment Partners, LP Promissory Note

On March 24, 2004, we entered into a Secured Convertible Promissory Note with Pinnacle Investment Partners, LP for the

principal amount of $700,000 with an interest rate of 12% per annum. On February 10, 2005 we entered into a note extension agreement

whereby Pinnacle agreed to advance an additional $400,000 and extend the maturity until April 24, 2006. On July 1, 2006, we entered

into a second extension of the note which matured on December 24, 2006. Through the period ending March 31, 2009 the company

accrued interest at a default rate of 12% per annum on this Note. The Note is convertible at a rate of $0.30 per share and has been

secured by 2,212,500 shares of our common stock which can be sold by the lender as a means to repay the balance due. Through July 31,

2006 Pinnacle sold 924,948 of the escrow shares valued at $406,215 which was applied to accrued interest and the principal balance of

the note.

On August 2, 2006 the District Attorney in New York, NY announced the arrest of the principals of Pinnacle thereby changing

the dynamic of the company’s business relationship with Pinnacle and its principals. Since this date the company has not had contact with

any of the Pinnacle fund management or attorney in fact. We have not delivered the shares called for under the July 1, 2006 extension

after being advised by the fund management on July 31, 2006 to “stand still.” On September 23, 2006 the company received a phone call

from an attorney formerly associated with Pinnacle Investment Partners, LP and was advised that the fund had ceased operations, and

was closed. We were also informed that of the two fund principals, one was deceased and the other incarcerated until at least August



2011. As of September 30, 2009, we have recorded debt extinguishment in the amount of $1,329,690 representing the entire principal

and accrued interest due to Pinnacle.
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Promissory Notes with Dennis Cantor and Novex International

On May 23, 2006, we entered into a promissory note with Dennis Cantor and Novex International for the principal amount of

$255,000. Pursuant to the note we promised to pay Dennis Cantor and Novex International the sum of $255,000 together with interest at a

rate of one half of one percent (0.5%) every ten days beginning on May 23, 2006 and running through the maturity date of June 30, 2006.

In the case of a default in payment of principal, all overdue amounts under the note shall bear a penalty obligation at a rate of twelve

percent (12%) per annum accruing from the maturity date. On July 1, 2006, we extended the note to July 31, 2006. We have made

principal payments of $125,000. As of September 30, 2009, the remaining principal balance was $130,000.

Convertible Loan Payment Agreement

On July 17, 2006, we entered into a convertible loan payment agreement with Wayne G. Knapp wherein Mr. Knapp agreed to

loan the Company the sum of $200,000. The loan is for 120 days. On October 17, 2006, we renewed the note. On January 17, 2007, the

parties verbally agreed to a renewal that expires on May 16, 2007. The note accrues monthly interest at a rate of 1.50% and the interest

is payable quarterly in cash. The total amount owing pursuant to the agreement, was convertible at the option of Mr. Knapp at any time

from July 17, 2006 until November 30, 2006, at the strike price equal to $0.32 per share or 90% of the final bid price of our common

stock on the day prior to conversion with a floor price of $0.10 per share. We renewed Mr. Knapp’s conversion option on January 17,

2007. We also issued Mr. Knapp a warrant to purchase 50,000 shares of our common stock at $0.32 per share through December 31,

2008. Mr. Knapp exercised his option on March 30, 2007.

Centurion Credit Resources

On November 17, 2007, we entered into an agreement with Centurion Credit Resources, LLC to secure a $1,000,000 revolving

credit facility that is geared specifically to our business. As of October 2008 the company renewed its agreement with Centurion Credit

Resources, LLC until November 17, 2009 and as an inducement to renew, the credit line was increased to $2,000,000. We drew down

on this credit line for the first time on November 30, 2007. As of September 30, 2009, we had an outstanding balance of $1,584,762 on

this line. We believe that this facility will adequately finance our at home diabetes diagnostics business through revenues rates of $10.0

million per quarter. We are also entertaining additional proposed credit facilities with various hedge funds, commercial banks and a

religious fund.

Cragmont Capital, LLC

On March 1, 2008, InstaCare entered into a Convertible Promissory Note Purchase Agreement with Cragmont Capital, LLC

("Cragmont") wherein Cragmont promised to loan the Company up to an aggregate sum of $250,000. Said loan or loans to be used by the

company to (1) forward its medical supplies business, (2) continue to retain its auditors and experts so that the company could continue

to make timely periodic filings and therefore remain a fully reporting public company under the Securities Act of 1934 and (3) provide

InstaCare with sufficient funds to repay an initial advance under the Agreement.

In early March 2008, Cragmont made an initial  advance to the company of $75,000. This  was the only amount advanced

pursuant to the March 1, 2008 Agreement. In May 2008 InstaCare terminated its relationship with Cragmont for cause. Our agreement

with Cragmont is now the subject of litigation in Ventura County, California. We have denied Cragmont’s contentions in this litigation,

and asserted various  affirmative  defenses  and a  cross  complaint against Cragmont and its  principals.  The Company is  vigorously

defending this lawsuit, and prosecuting its claims.

The $75,000 advanced under the terms of the Agreement is convertible at the option of the lender, at a strike price equal to

$0.015 per share. Further, the terms of the Agreement provide for the grant of a total of 7,500,000 warrants to purchase our common

stock, an amount equal to 100 warrants for each dollar lent by Cragmont. The warrants would be exercisable at a price of $0.03 for a

term of three years, expiring on December 31, 2010. We contend that Cragmont is not entitled to exercise any rights under the Agreement,

as a result of its defaults, and intend to oppose any attempt to convert all or part of the note into shares or any attempt to exercise these

warrants.

 Cash Flow. Since inception, we have primarily financed our cash flow requirements through the issuance of common stock, the

issuance of notes and sales generated income. With the growth of our current business in 2009 we may, during our normal course of

business, experience net negative cash flows from operations, pending receipt of revenue which often are delayed as a result of the

nature of the healthcare industry. Further, we may be required to obtain financing to fund operations through additional common stock

offerings and bank or other debt borrowings, to the extent available, or to obtain additional financing to the extent necessary to augment

our available working capital.
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Satisfaction of our cash obligations for the next 12 months.

As of September 30, 2009, our cash balance was $306,207. Our plan for satisfying our cash requirements for the next twelve

months is through additional equity, third party financing, and/or debt financing. We anticipate sales-generated income during that same

period of time, but do not anticipate generating sufficient amounts of positive cash flow to meet our working capital  requirements.

Consequently, we intend to make appropriate plans to insure sources of additional capital in the future to fund growth and expansion

through additional equity or debt financing or credit facilities.

As we expand operational activities, we may continue to experience net negative cash flows from operations, pending receipt

of sales or development fees, and will be required to obtain additional financing to fund operations through common stock offerings and

debt borrowings to the extent necessary to provide working capital. The company is in several dynamic businesses. We received a

substantial  number of sales orders and refill  orders beginning in mid-September 2006 which we could not fill  due to the activities

surrounding the departure of our former CEO. It was not until the company entered into the agreement with Centurion Credit Resources,

LLC that the company could fill orders for patients and customers on a continuous basis. Until the Centurion credit line was put in place

we managed to keep a small portion of our distribution activities going when our limited resources allowed us.

Given our recent operating history, predictions of future operating results difficult to ascertain. The recent addition of a credit

line has helped but we have found it increasingly difficult to transact commerce in the very cash intensive prescription drug industry.

Thus, our prospects must be considered in light of the risks, expenses and difficulties frequently encountered by companies in their early

stages of commercial viability, particularly companies in new and rapidly evolving technology markets. Such risks include, but are not

limited to, an evolving and unpredictable business model and the management of growth. To address these risks we must, among other

things,  implement and  successfully execute  our  business  and  marketing strategy,  continue  to  develop  and  upgrade  technology and

products,  respond to competitive  developments,  and continue  to attract,  retain and motivate  qualified  personnel.  There  can be  no

assurance that we will be successful in addressing such risks, and the failure to do so can have a material adverse effect on our business

prospects, financial condition and results of operations.

Expected purchase or sale of plant and significant equipment.

We do not anticipate the purchase or sale of any plant or significant equipment; as such items are not required by us at this time.

 

Going Concern

The financial statements included in this filing have been prepared in conformity with generally accepted accounting principles

that contemplate the continuance of the Company as a going concern. The Company's cash position is currently inadequate to pay all of

the costs associated with testing, production and marketing of products. Management intends to use borrowings and security sales to

mitigate the effects of its cash position, however no assurance can be given that debt or equity financing, if and when required will be

available. The financial statements do not include any adjustments relating to the recoverability and classification of recorded assets and

classification of liabilities that might be necessary should the Company be unable to continue existence.

Off-Balance Sheet Arrangements

We do not have any off-balance sheet arrangements that have or are reasonably likely to have a current or future effect on our

financial condition, changes in financial condition, revenues or expenses, results or operations, liquidity, capital expenditures or capital

resources that is material to investors.

Critical Accounting Policies and Estimates

Stock-based  Compensation:  In  December  2004,  the  Financial  Accounting  Standards  Board  (FASB)  issued  ASC  505,

“Share-Based Payment”, and amends ASC 230, Statement of Cash Flows. Generally, the approach in ASC 505 requires all share-based

payments to employees, including grants of employee stock options, to be recognized in the income statement based on their fair values.

Pro forma disclosure is no longer an alternative.
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Recent Accounting Developments

On April 9, 2009, the FASB issued three final Staff Positions (FSP's) intended to provide additional application guidance and

enhance disclosures regarding fair value measurements and impairments of securities. FSP ASC 820, Determining Fair Value When the

Volume and Level of Activity for the Asset  or Liability Have Significantly Decreased and Identifying Transactions That  Are Not

Orderly, provides guidelines for making fair value measurements more consistent with the principles presented in ASC 820, Fair Value

Measurements. ASC 825, Interim Disclosures about Fair Value of Financial Instruments, enhances consistency in financial reporting

by increasing the frequency of fair value disclosures. ASC 320, Recognition and Presentation of Other-Than-Temporary Impairments,

provides additional guidance designed to create greater clarity and consistency in accounting for and presenting impairment losses on

securities.

ASC 820 relates to determining fair  values when there is no active market or  where the price inputs being used represent

distressed sales. It reaffirms what Statement ASC 820 states is the objective of fair value measurement—to reflect how much an asset

would be sold for in an orderly transaction (as opposed to a distressed or forced transaction) at the date of the financial statements under

current market conditions. Specifically, it reaffirms the need to use judgment to ascertain if a formerly active market has become inactive

and in determining fair values when markets have become inactive.

ASC 320 relates to fair value disclosures for any financial instruments that are not currently reflected on the balance sheet of

companies at fair value. Prior to issuing this FSP, fair values for these assets and liabilities were only disclosed once a year. The FSP

now requires these disclosures on a quarterly basis, providing qualitative and quantitative information about fair value estimates for all

those financial instruments not measured on the balance sheet at fair value.

ASC 320 on other-than-temporary impairments is intended to bring greater consistency to the timing of impairment recognition,

and to provide greater clarity to investors about the credit and noncredit components of impaired debt securities that are not expected to

be sold. The measure of impairment in comprehensive income remains fair value. The FSP also requires increased and more timely

disclosures sought by investors regarding expected cash flows, credit losses, and an aging of securities with unrealized losses. The

FSP’s are effective for interim and annual periods ending after June 15, 2009, but entities may early adopt the FSP’s for the interim and

annual  periods ending after  March 15, 2009. The Company has determined that adoption of these pronouncements  will  not have a

material impact on the Company’s financial statements.

In May 2009, the FASB issued ASC 855, “Subsequent Events”, which establishes general standards of accounting for, and

requires disclosure of, events that occur after the balance sheet date but before financial statements are issued or are available to be

issued. The Company adopted the provisions of ASC 855 for the quarter ended September 30, 2009. The adoption of these provisions

did not have a material effect on its consolidated financial statements.

In June  2009,  the  Financial  Accounting Standards  Board  (FASB)  issued  ASC  105,  “The  FASB  Accounting Standards

CodificationTM  and  the  Hierarchy of Generally Accepted  Accounting Principles  and  establishes  the  FASB Accounting Standards

CodificationTM  (Codification)  as  the  source  of  authoritative  accounting  principles  recognized  by  the  FASB  to  be  applied  by

nongovernmental entities in the preparation of financial statements in conformity with GAAP. Rules and interpretive releases of the

Securities and Exchange Commission (SEC) under authority of federal securities laws are also sources of authoritative GAAP for SEC

registrants. The FASB will no longer issue new standards in the form of Statements, FASB Staff Positions, or Emerging Issues Task

Force Abstracts; instead the FASB will issue Accounting Standards Updates. Accounting Standards Updates will not be authoritative in

their own right as they will only serve to update the Codification. The issuance of ASC 105 and the Codification does not change GAAP.

ASC 105 becomes effective for the Company for the period ending September 30, 2009. Management has determined that the adoption of

ASC 105 will not have an impact on its consolidated financial statements.

In June 2009, the FASB issued ASC 860, “Accounting for Transfers of Financial Assets”. ASC 860 removes the concept of a

qualifying special-purpose entity and removes the exception from applying ASC 810 to variable interest entities that are qualifying

special-purpose entities; limits the circumstances in which a transferor derecognizes a portion or component of a financial asset; defines

a participating interest; requires a transferor to recognize and initially measure at fair value all assets obtained and liabilities incurred as

a result of a transfer accounted for as a sale; and requires enhanced disclosure; among others. ASC 860 becomes effective for  the

Company on January 1, 2010. Management does not believe that the adoption of ASC 860 will not have an impact on its consolidated

financial statements.

Item 3. Quantitative and Qualitative Disclosures about Market Risk.

Not applicable.
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Item 4T. Controls and Procedures.

Our Chief Financial Officer, Keith Berman, evaluated the effectiveness of the design and operation of our disclosure controls

and procedures (as defined in Rules 13a-15(e) and 15d-15(e) under the Securities Exchange Act of 1934, as amended (the “Exchange

Act”)) as of the end of the period covered by this quarterly report on Form 10-Q. Based on this evaluation, our Chief Financial Officer

concluded that, as of September 30, 2009, our disclosure controls and procedures are ineffective in ensuring that the information we are

required to disclose in reports that we file or submit under the Exchange Act is recorded, processed, summarized and reported within the

time periods specified in Securities and Exchange Commission rules and forms. Our conclusions regarding the deficiencies were as

follows:

We were unable to meet our requirements to timely file our annual report on Form 10-K for the year ended December 31, 2008.

Management evaluated the impact of our inability to timely file periodic reports with the Securities and Exchange Commission on our

assessment of our disclosure controls and procedures and has concluded that the control deficiency that resulted in the inability to timely

make these filings represented a material weakness.

There were no changes in our internal control over financial reporting that occurred during our most recent fiscal quarter that

have materially affected, or are reasonably likely to materially affect, our internal control over financial reporting.

PART II--OTHER INFORMATION

Item 1. Legal Proceedings.

We transact commerce in several medical products market channels. We also transact commerce moving confidential medical

data through our proprietary medical information technology devices and networks. Healthcare is a very litigious industry. The industry

is also very intertwined and as such, from time to time, we may become involved in claims and litigation that arise out of the normal

course of our business or the normal course of the business of our suppliers, payors and customers. Other than as noted below there are

no pending matters at the current time that in management’s judgment may be considered potentially material to us.

Cragmont Capital, LLC vs. instaCare Corp. et al.

Ventura Superior Court CASE NO.: 56-2009-00340925-CU-CL-VTA

The company was sued on March 27, 2009 in connection with its 2008 transaction executed with Cragmont Capital, LLC

(“Cragmont”). The Cragmont Complaint claims it is entitled to recover the unpaid balance of $75,000 on a Promissory Note allegedly

due in February 2009, plus interest of $2,812.50, and attorneys’ fees. Cragmont also made claims of fraudulent misrepresentations in

connection with that Note, including personal claims against the Company's directors Keith Berman and Robert Jagunich. A demurrer to

the Complaint was filed as to all misrepresentation claims. This demurrer was sustained on May 19, 2009 in regards to certain of the

misrepresentation claims. Cragmont was given leave to amend its complaint, and filed an amended complaint on May 29, 2009.

On October 22, 2009 the company filed an amended cross-complaint against Cragmont, its principals and individuals who, it

was alleged, among other things, either fraudulently induced the Company into the Cragmont transaction and/or defrauded the company

by filing, in February 2009, falsified UCC-1 security documents in the state of Nevada.

In this litigation, Cragmont contends that this loan matured on February 28, 2009, and was considered in default and accruing a

default rate of interest in the amount of 15% per annum. The $75,000 advanced under the terms of the Agreement is convertible at the

option of the lender, at a strike price equal to $0.015 per share. Further, the terms of the Agreement provide for the grant of a total of

7,500,000 warrants to purchase our common stock, an amount equal to 100 warrants for each dollar lent by Cragmont. The warrants

would be exercisable at a price of $0.03 for a term of three years, expiring on December 31, 2010. We contend that Cragmont is not

entitled to exercise any rights  under  the Agreement,  as  a result of its  defaults, and intend to oppose any attempt to exercise  these

warrants.

Contemporaneously with the execution of the Agreement and the Note, Cragmont also agreed that it would obtain additional

funds and long-term investments for the company and its business, so that the company would be in a financial position to repay the

initial advance of $75,000. The agreed upon purpose and amount of the initial advance was to be used by the company to (1) forward its

medical supplies business, (2) continue to retain its auditors and experts so that the company could continue to make timely periodic

filings and therefore remain a fully reporting public company under  the Securities  Act of 1934 and (3) provide the company with

sufficient funds to repay an initial advance under the Agreement.
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Our agreement with Cragmont was fully executed early in March 2008. After three difficult months the Company terminated its

relationship  with Cragmont,  for  cause,  in May 2008.  Cragmont Capital  has  not lived  up  to  its  pre-agreement  representations  or

obligations in connection with the financing transaction, and instead pursued, and continues to pursue, other agendas detrimental to the

Company, its  officers,  directors  and shareholders.  The company has  also engaged  counsel  to  investigate  whether  Cragmont or  its

principals,  or  those  individuals  with knowledge  of the  transaction engaged  in any short-selling or  other  illegal  securities  trading

activities inclusive of using public Internet message boards to forward their schemes.

Item 1A. Risk Factors.

Our significant business risks are described in Item 1A to Form 10-K for the year ended December 31, 2008 to which reference

is made herein.

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds.

On January 15, 2009, we issued 110,202 shares of our restricted common stock to Centurion Credit Resources as financing fees

in connection with our line of credit. We believe that the issuance of the shares was exempt from the registration and prospectus delivery

requirements  of the Securities  Act of 1933 by virtue of Section 4(2).  The recipient of the shares  was afforded an opportunity for

effective access to files and records of the Company that contained the relevant information needed to make its investment decision,

including the Company’s financial statements and 34 Act reports. We reasonably believe that the recipient, immediately prior to issuing

the shares, had such knowledge and experience in our financial and business matters that it was capable of evaluating the merits and

risks of its investment. The recipient had the opportunity to speak with our president and directors on several occasions prior to its

investment decision.

On January 15, 2009, we issued 40,000 shares of our Series E Preferred Stock to Centurion Credit Resources as financing fees

in connection with our line of credit. We believe that the issuance of the shares was exempt from the registration and prospectus delivery

requirements  of the Securities  Act of 1933 by virtue of Section 4(2).  The recipient of the shares  was afforded an opportunity for

effective access to files and records of the Company that contained the relevant information needed to make its investment decision,

including the Company’s financial statements and 34 Act reports. We reasonably believe that the recipient, immediately prior to issuing

the shares, had such knowledge and experience in our financial and business matters that it was capable of evaluating the merits and

risks of its investment. The recipient had the opportunity to speak with our president and directors on several occasions prior to its

investment decision.

On March 31, 2009, we issued 21,762 shares of our restricted common stock to Centurion Credit Resources as financing fees in

connection with our line of credit. We believe that the issuance of the shares was exempt from the registration and prospectus delivery

requirements  of the Securities  Act of 1933 by virtue of Section 4(2).  The recipient of the shares  was afforded an opportunity for

effective access to files and records of the Company that contained the relevant information needed to make its investment decision,

including the Company’s financial statements and 34 Act reports. We reasonably believe that the recipient, immediately prior to issuing

the shares, had such knowledge and experience in our financial and business matters that it was capable of evaluating the merits and

risks of its investment. The recipient had the opportunity to speak with our president and directors on several occasions prior to its

investment decision.

On March 31, 2009, we issued 42,000 shares of our Series E Preferred Stock to Centurion Credit Resources as financing fees

in connection with our line of credit. We believe that the issuance of the shares was exempt from the registration and prospectus delivery

requirements  of the Securities  Act of 1933 by virtue of Section 4(2).  The recipient of the shares  was afforded an opportunity for

effective access to files and records of the Company that contained the relevant information needed to make its investment decision,

including the Company’s financial statements and 34 Act reports. We reasonably believe that the recipient, immediately prior to issuing

the shares, had such knowledge and experience in our financial and business matters that it was capable of evaluating the merits and

risks of its investment. The recipient had the opportunity to speak with our president and directors on several occasions prior to its

investment decision.

On April 1, 2009, we issued 745,000 shares of our restricted common stock to Centurion Credit Resources upon the conversion

of 14,900 shares of Series E Preferred Stock. We believe that the issuance of the shares was exempt from the registration and prospectus

delivery requirements of the Securities Act of 1933 by virtue of Section 4(2). The recipient of the shares was afforded an opportunity for

effective access to files and records of the Company that contained the relevant information needed to make its investment decision,

including the Company’s financial statements and 34 Act reports. We reasonably believe that the recipient, immediately prior to issuing

the shares, had such knowledge and experience in our financial and business matters that it was capable of evaluating the merits and

risks of its investment. The recipient had the opportunity to speak with our president and directors on several occasions prior to its

investment decision.
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On April 20, 2009, we issued 770,524 shares of our restricted common stock to Centurion Credit Resources as financing fees in

connection with our line of credit. We believe that the issuance of the shares was exempt from the registration and prospectus delivery

requirements  of the Securities  Act of 1933 by virtue of Section 4(2).  The recipient of the shares  was afforded an opportunity for

effective access to files and records of the Company that contained the relevant information needed to make its investment decision,

including the Company’s financial statements and 34 Act reports. We reasonably believe that the recipient, immediately prior to issuing

the shares, had such knowledge and experience in our financial and business matters that it was capable of evaluating the merits and

risks of its investment. The recipient had the opportunity to speak with our president and directors on several occasions prior to its

investment decision.

On April 20, 2009, we issued 1,500,000 shares each of our restricted common stock to two of our officers for services to the

Company. We believe that the issuance of the shares was exempt from the registration and prospectus delivery requirements of the

Securities Act of 1933 by virtue of Section 4(2). The recipients of the shares were afforded an opportunity for effective access to files

and records of the Company that contained the relevant information needed to make their investment decisions, including the Company’s

financial statements and 34 Act reports. We reasonably believed that the recipients, immediately prior to issuing the shares, had such

knowledge and experience in our  financial  and business matters  that they were capable of evaluating the merits  and risks  of their

respective investments.

On April  20,  2009, we issued 1,750,000 shares  of our  common stock for  services  rendered to the Company by Accuity

Financial Inc., an accounting services provider. The shares were registered in a Registration Statement on Form S-8POS filed on August

31, 2007.

On May 13, 2009, we issued 3,225 shares of our restricted common stock to Centurion Credit Resources as financing fees in

connection with our line of credit. We believe that the issuance of the shares was exempt from the registration and prospectus delivery

requirements  of the Securities  Act of 1933 by virtue of Section 4(2).  The recipient of the shares  was afforded an opportunity for

effective access to files and records of the Company that contained the relevant information needed to make its investment decision,

including the Company’s financial statements and 34 Act reports. We reasonably believe that the recipient, immediately prior to issuing

the shares, had such knowledge and experience in our financial and business matters that it was capable of evaluating the merits and

risks of its investment. The recipient had the opportunity to speak with our president and directors on several occasions prior to its

investment decision.

On May 13, 2009, we issued 500,000 shares each of our restricted common stock to two of our officers for services to the

Company. We believe that the issuance of the shares was exempt from the registration and prospectus delivery requirements of the

Securities Act of 1933 by virtue of Section 4(2). The recipients of the shares were afforded an opportunity for effective access to files

and records of the Company that contained the relevant information needed to make their investment decisions, including the Company’s

financial statements and 34 Act reports. We reasonably believed that the recipients, immediately prior to issuing the shares, had such

knowledge and experience in our  financial  and business matters  that they were capable of evaluating the merits  and risks  of their

respective investments

On May 13,  2009,  we issued  60,000 shares  each of our  restricted common stock to two consultants  for  services  to the

Company. We believe that the issuance of the shares was exempt from the registration and prospectus delivery requirements of the

Securities Act of 1933 by virtue of Section 4(2). The recipients of the shares were afforded an opportunity for effective access to files

and records of the Company that contained the relevant information needed to make their investment decisions, including the Company’s

financial statements and 34 Act reports. We reasonably believed that the recipients, immediately prior to issuing the shares, had such

knowledge and experience in our  financial  and business matters  that they were capable of evaluating the merits  and risks  of their

respective investments

On May 13, 2009, we issued 17,800 shares of our Series E Preferred Stock to Centurion Credit Resources as financing fees in

connection with our line of credit. We believe that the issuance of the shares was exempt from the registration and prospectus delivery

requirements  of the Securities  Act of 1933 by virtue of Section 4(2).  The recipient of the shares  was afforded an opportunity for

effective access to files and records of the Company that contained the relevant information needed to make its investment decision,

including the Company’s financial statements and 34 Act reports. We reasonably believe that the recipient, immediately prior to issuing

the shares, had such knowledge and experience in our financial and business matters that it was capable of evaluating the merits and

risks of its investment. The recipient had the opportunity to speak with our president and directors on several occasions prior to its

investment decision.
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On June 2, 2009, we issued 500,000 shares each of our restricted common stock to two of our officers for services to the

Company. We believe that the issuance of the shares was exempt from the registration and prospectus delivery requirements of the

Securities Act of 1933 by virtue of Section 4(2). The recipients of the shares were afforded an opportunity for effective access to files

and records of the Company that contained the relevant information needed to make their investment decisions, including the Company’s

financial statements and 34 Act reports. We reasonably believed that the recipients, immediately prior to issuing the shares, had such

knowledge and experience in our  financial  and business matters  that they were capable of evaluating the merits  and risks  of their

respective investments

On June 2, 2009, we issued 25,000 shares of our Series E Preferred Stock to Centurion Credit Resources as financing fees in

connection with our line of credit. We believe that the issuance of the shares was exempt from the registration and prospectus delivery

requirements  of the Securities  Act of 1933 by virtue of Section 4(2).  The recipient of the shares  was afforded an opportunity for

effective access to files and records of the Company that contained the relevant information needed to make its investment decision,

including the Company’s financial statements and 34 Act reports. We reasonably believe that the recipient, immediately prior to issuing

the shares, had such knowledge and experience in our financial and business matters that it was capable of evaluating the merits and

risks of its investment. The recipient had the opportunity to speak with our president and directors on several occasions prior to its

investment decision.

On June 2, 2009, we issued 128,520 shares of our restricted common stock to Centurion Credit Resources as financing fees in

connection with our line of credit. We believe that the issuance of the shares was exempt from the registration and prospectus delivery

requirements  of the Securities  Act of 1933 by virtue of Section 4(2).  The recipient of the shares  was afforded an opportunity for

effective access to files and records of the Company that contained the relevant information needed to make its investment decision,

including the Company’s financial statements and 34 Act reports. We reasonably believe that the recipient, immediately prior to issuing

the shares, had such knowledge and experience in our financial and business matters that it was capable of evaluating the merits and

risks of its investment. The recipient had the opportunity to speak with our president and directors on several occasions prior to its

investment decision.

On July 8, 2009, we issued 500,000 shares each of our restricted common stock to two of our officers for services to the

Company. We believe that the issuance of the shares was exempt from the registration and prospectus delivery requirements of the

Securities Act of 1933 by virtue of Section 4(2). The recipients of the shares were afforded an opportunity for effective access to files

and records of the Company that contained the relevant information needed to make their investment decisions, including the Company’s

financial statements and 34 Act reports. We reasonably believed that the recipients, immediately prior to issuing the shares, had such

knowledge and experience in our  financial  and business matters  that they were capable of evaluating the merits  and risks  of their

respective investments

On July 8, 2009, we issued 296,811 shares of our restricted common stock to Centurion Credit Resources as financing fees in

connection with our line of credit. We believe that the issuance of the shares was exempt from the registration and prospectus delivery

requirements  of the Securities  Act of 1933 by virtue of Section 4(2).  The recipient of the shares  was afforded an opportunity for

effective access to files and records of the Company that contained the relevant information needed to make its investment decision,

including the Company’s financial statements and 34 Act reports. We reasonably believe that the recipient, immediately prior to issuing

the shares, had such knowledge and experience in our financial and business matters that it was capable of evaluating the merits and

risks of its investment. The recipient had the opportunity to speak with our president and directors on several occasions prior to its

investment decision.

On July 8, 2009, we issued 25,000 shares of our Series E Preferred Stock to Centurion Credit Resources as financing fees in

connection with our line of credit. We believe that the issuance of the shares was exempt from the registration and prospectus delivery

requirements  of the Securities  Act of 1933 by virtue of Section 4(2).  The recipient of the shares  was afforded an opportunity for

effective access to files and records of the Company that contained the relevant information needed to make its investment decision,

including the Company’s financial statements and 34 Act reports. We reasonably believe that the recipient, immediately prior to issuing

the shares, had such knowledge and experience in our financial and business matters that it was capable of evaluating the merits and

risks of its investment. The recipient had the opportunity to speak with our president and directors on several occasions prior to its

investment decision.

On August 13, 2009, we issued 500,000 shares each of our restricted common stock to two of our officers for services to the

Company. We believe that the issuance of the shares was exempt from the registration and prospectus delivery requirements of the

Securities Act of 1933 by virtue of Section 4(2). The recipients of the shares were afforded an opportunity for effective access to files

and records of the Company that contained the relevant information needed to make their investment decisions, including the Company’s

financial statements and 34 Act reports. We reasonably believed that the recipients, immediately prior to issuing the shares, had such

knowledge and experience in our  financial  and business matters  that they were capable of evaluating the merits  and risks  of their

respective investments
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On August 13, 2009, we issued 21,256 shares of our restricted common stock to Centurion Credit Resources as financing fees in

connection with our line of credit. We believe that the issuance of the shares was exempt from the registration and prospectus delivery

requirements  of the Securities  Act of 1933 by virtue of Section 4(2).  The recipient of the shares  was afforded an opportunity for

effective access to files and records of the Company that contained the relevant information needed to make its investment decision,

including the Company’s financial statements and 34 Act reports. We reasonably believe that the recipient, immediately prior to issuing

the shares, had such knowledge and experience in our financial and business matters that it was capable of evaluating the merits and

risks of its investment. The recipient had the opportunity to speak with our president and directors on several occasions prior to its

investment decision.

On August 13, 2009, we issued 13,000 shares of our Series E Preferred Stock to Centurion Credit Resources as financing fees

in connection with our line of credit. We believe that the issuance of the shares was exempt from the registration and prospectus delivery

requirements  of the Securities  Act of 1933 by virtue of Section 4(2).  The recipient of the shares  was afforded an opportunity for

effective access to files and records of the Company that contained the relevant information needed to make its investment decision,

including the Company’s financial statements and 34 Act reports. We reasonably believe that the recipient, immediately prior to issuing

the shares, had such knowledge and experience in our financial and business matters that it was capable of evaluating the merits and

risks of its investment. The recipient had the opportunity to speak with our president and directors on several occasions prior to its

investment decision.

On September 11, 2009, we issued 500,000 shares each of our restricted common stock to two of our officers for services to

the Company. We believe that the issuance of the shares was exempt from the registration and prospectus delivery requirements of the

Securities Act of 1933 by virtue of Section 4(2). The recipients of the shares were afforded an opportunity for effective access to files

and records of the Company that contained the relevant information needed to make their investment decisions, including the Company’s

financial statements and 34 Act reports. We reasonably believed that the recipients, immediately prior to issuing the shares, had such

knowledge and experience in our  financial  and business matters  that they were capable of evaluating the merits  and risks  of their

respective investments

On September 11, 2009, we issued 4,750 shares of our restricted common stock to Centurion Credit Resources as financing fees

in connection with our line of credit. We believe that the issuance of the shares was exempt from the registration and prospectus delivery

requirements  of the Securities  Act of 1933 by virtue of Section 4(2).  The recipient of the shares  was afforded an opportunity for

effective access to files and records of the Company that contained the relevant information needed to make its investment decision,

including the Company’s financial statements and 34 Act reports. We reasonably believe that the recipient, immediately prior to issuing

the shares, had such knowledge and experience in our financial and business matters that it was capable of evaluating the merits and

risks of its investment. The recipient had the opportunity to speak with our president and directors on several occasions prior to its

investment decision.

On September 11, 2009, we issued 12,600 shares of our Series E Preferred Stock to Centurion Credit Resources as financing

fees in connection with our line of credit. We believe that the issuance of the shares was exempt from the registration and prospectus

delivery requirements of the Securities Act of 1933 by virtue of Section 4(2). The recipient of the shares was afforded an opportunity for

effective access to files and records of the Company that contained the relevant information needed to make its investment decision,

including the Company’s financial statements and 34 Act reports. We reasonably believe that the recipient, immediately prior to issuing

the shares, had such knowledge and experience in our financial and business matters that it was capable of evaluating the merits and

risks of its investment. The recipient had the opportunity to speak with our president and directors on several occasions prior to its

investment decision.

Subsequent Issuances After Quarter End

On October 7, 2009, we issued 500,000 shares each of our restricted common stock to two of our officers for services to the

Company. We believe that the issuance of the shares was exempt from the registration and prospectus delivery requirements of the

Securities Act of 1933 by virtue of Section 4(2). The recipients of the shares were afforded an opportunity for effective access to files

and records of the Company that contained the relevant information needed to make their investment decisions, including the Company’s

financial statements and 34 Act reports. We reasonably believed that the recipients, immediately prior to issuing the shares, had such

knowledge and experience in our  financial  and business matters  that they were capable of evaluating the merits  and risks  of their

respective investments

23



On October 7, 2009, we issued 6,141 shares of our restricted common stock to Centurion Credit Resources as financing fees in

connection with our line of credit. We believe that the issuance of the shares was exempt from the registration and prospectus delivery

requirements  of the Securities  Act of 1933 by virtue of Section 4(2).  The recipient of the shares  was afforded an opportunity for

effective access to files and records of the Company that contained the relevant information needed to make its investment decision,

including the Company’s financial statements and 34 Act reports. We reasonably believe that the recipient, immediately prior to issuing

the shares, had such knowledge and experience in our financial and business matters that it was capable of evaluating the merits and

risks of its investment. The recipient had the opportunity to speak with our president and directors on several occasions prior to its

investment decision.

On October 7, 2009, we issued 20,000 shares of our Series E Preferred Stock to Centurion Credit Resources as financing fees

in connection with our line of credit. We believe that the issuance of the shares was exempt from the registration and prospectus delivery

requirements  of the Securities  Act of 1933 by virtue of Section 4(2).  The recipient of the shares  was afforded an opportunity for

effective access to files and records of the Company that contained the relevant information needed to make its investment decision,

including the Company’s financial statements and 34 Act reports. We reasonably believe that the recipient, immediately prior to issuing

the shares, had such knowledge and experience in our financial and business matters that it was capable of evaluating the merits and

risks of its investment. The recipient had the opportunity to speak with our president and directors on several occasions prior to its

investment decision.

Issuer Purchases of Equity Securities

We did not repurchase any of our equity securities during the quarter ended September 30, 2009.

Item 3. Defaults Upon Senior Securities.

See Note 3 to our financial statements contained herein.

Item 4. Submission of Matters to a Vote of Security Holders.

We did not submit any matters to a vote of our security holders during the third quarter of 2009.

Item 5. Other Information.

None.

Item 6. Exhibits.

      Incorporated by reference

Exhibit

number  Exhibit description  

Filed

herewith  Form  

Period

ending  

Exhibit

No.  

Filing

date

3(i)(a)  Articles of Incorporation – Filed March 2,
2001

   10-SB    3a  9/27/01

3(i)(b)  Articles of Amendments to Articles of
Incorporation – Filed May 9, 2001

   10-SB    3b  9/27/01

3(i)(c)  Articles of Amendments to Articles of
Incorporation – Filed August 2, 2002

   10-QSB  6/30/02  3.1c  8/22/02

3(ii)  Bylaws of CareDecision Corporation –
March 16, 2001

   10-SB    3c  9/27/01

31.1  Certification of Principal Executive and
Chief Financial Officer Pursuant to
Section 302 of the Sarbanes-Oxley Act of
2002

 X         

32.1  Certification of Principal Executive and
Chief Financial Officer Pursuant to
Section 906 of the Sarbanes-Oxley Act of
2002

 X         
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SIGNATURES

In accordance with the requirements of the Exchange Act, the registrant caused this report to be signed on its behalf by the

undersigned, thereunto duly authorized.

instaCare Corp.

(Registrant)

By:  /s/ Keith Berman                                                              

Keith Berman, Chief Financial Officer

(On behalf of the Registrant and as Principal Financial

Officer)

 

Date: November 12, 2009

25


