COMPLIANCE PARTNERS 1

WWW.COMPLIANCEPARTNERS.NET
1629 K STREET, NW « SUITE 300
WASHINGTON, DC 20006
TEL: (207) 905-0487 » FAX: (202) 449-1388

WRITER'S EMAIL ADDRESS:
AGLENN@COMPLIANCEPARTNERS.NET

December 3, 2010

DEC 9 2010

Via Electronic Filing and US Mail ) 2
Se}%lﬁso&ri Public
Ms. Colleen M. Dale e Lomrmission

Secretary

Missouri Public Service Commission
200 Madison Street, Suite 100

P. O. Box 360

Jefferson City, MO 65102-0360

Re:  Application for Certificate of Service Authority to Provide Baste Local
Exchange Telecommunications Service and for Competitive Classification of
Net Talk.com, Inc.

Dear Ms. Dale:

On behslf of Net Talk.com, Inc. (“Net Talk”), enclosed please find an original of Net
Talk’s Application for a Certificate of Public Convenience and Necessity, along with
supporting documentation and exhibits. Net Talk is requesting authority to operate as a
competitive local exchange carrier in Missouri.

Copies are being served electronically on the General Counsel’s office and the Office
of the Public Counsel. Should you have any questions regarding the application, please do
not hesitate to contact the undersigned.

Sincerely,

Digitatly shgned by Audrey Glann
i: cn=Audrey Glenn, o=Complance Partners,

Audrey Glenn i

Date: 20100204 1147200500

Audrey Glenn
Counsel to Net Talk.com, Ine.

Encl,



BEFORE THE PUBLIC SERVICE COMMISSION

OF THE STATE OF MISSOURI
)
In the Matter of the Application of )
)
NET TALK.COM, INC. )
)
For Certificate of Service Authority to )
Provide Basic Local Telecommunications )
Services in the State of Missouri and for )
Competitive Classification )
)

APPLICATION FOR CERTIFICATE OF
PUBLIC CONVENIENCE AND NECESSITY

COMES NOW Net Talk.com, Inc. ("Net Talk" or “Applicant™), by its undersigned
counsel, and hereby applies, pursuant to Sections 392.361, 392.410, 392.420, 392.430 and
392.450, RSMo, the Federal Telecommunications Act of 1996, and 4 CSR 240-2.060 and 4 CSR
240-3.510, for authority to provide basic local telecommunications service in portions of the
State of Missouri and to classify said service and company as competitive. Applicant
respectfully requests that the Missouri Public Service Commission (“Commission™) issue an
order that:

a. grants the Applicant a certificate of service authority to provide basic local
exchange telecommunications services, pursuant to Chapter 392 RSMo;

b. grants competitive status to Applicant and Applicant’s requested services; and

c. waives certain Commission rules and statufory provisions pursuant to Sections
392.420 and 392.361RSMo, and 4 CSR 240-32.010 (2), consistent with the
Commission’s past treatment of other certificated providers of competitive

telecommunications services. '

In support of this Application, Net Talk states as follows:

! All statutory citations herein are to RSMo 2000 unless otherwise indicated.




I.  IDENTIFICATION OF APPLICANT
Applicant’s exact legal name is NetTalk.com, In¢c, NetTalk is a Florida corporation with
its principal place of business located at 1100 NW 163rd Drive, Suite B-4, Miami, FL 33169.
All inquiries, correspondence, communications, pleadings, notices, orders, and decisions
relating to this Application should be directed to:

Audrey Glenn

COMPLIANCE PARTNERS LLP

1629 K Street, NW

Suite 300

Washington, DC 20006

Telephone:(202) 905-0487

Facsimile: (202) 449-1388

Email: aglenn(@compliancepartners.net

Questions concerning the ongoing operations of Applicant, including consumer
complaints and inquiries, should be directed to:

Kenneth Hosfeld

Executive Vice President
NetTalk.com, Inec.

1100 NW 163rd Drive

Suite B4

Miami, FL. 33169

Telephone:(305) 621-1200

Facsimile: (305) 621-1201

Email: kenneth.hosfeld{@nettalk.com

The contact information for Net Talk’s registered agent in the State of Missouri is as
follows:
National Registered Agents, Inc.

300 B East High Street
Jefferson City, MO 65101




II. AUTHORITY TO TRANSACT BUSINESS

NetTalk was organized under the laws of the State of Florida on May 1, 2006, and is
currently in good standing under the laws of that state. Copies of Applicant’s Florida articles of
incorporation and certificate of good standing are attached hereto as Exhibit A.

Applicant is qualified to conduct business within the State of Missouri as a foreign
corporation. A copy of Applicant’s qualification to transact business in Missouri is attached
hereto as Exhibit B.

IIl. CLEC AUTHORIZATIONS & REGULATORY HISTORY
Net Talk is well-qualified to provide telecommunications services in Missouri. NetTalk

currently holds Certificates of Public Convenience and Necessity to provide local exchange

services in the following 28 states:

Alabama New Jersey
Arkansas New Mexico
California New York
Connecticut North Carolina
District of Columbia Notrth Dakota
Florida Ohio

Georgia Oregon

1daho South Dakota
Indiana Texas

Kansas Utah
Kentucky Vermont
Massachusetts Washington
Montana West Virginia
Nebraska Wisconsin

On December 8, 2008, the Towa Ultilities Board denied without prejudice Net Talk’s
request for a certificate of public convenience and necessity filed by Net Talk on November 4,

2008 (Docket No. TCU-08-13).




On July 13, 2009, the Wyoming Public Service Commission denied without prejudice
Net Talk’s application for a certificate of public convenience and necessity filed by Net Talk on
January 15, 2009. (Docket No. 70212-1-TA-09).

Because both applications were rejected or denied without prejudice, Net Talk has filed
revised and updated applications in each of these states. Net Talk has corrected the deficiencies
noted in its initial application filings, and believes that the revised and updated applications each
demonstrate that it possesses the technical, managerial, and financial competence to provide
telecommunications services in these and all other states for which it seeks such authority.

1V. PROPOSED SERVICES AND SERVICE AREAS

Net Talk seeks to be classified as a competitive telecommunications company. Net Talk
requests authority to offer basic local telecommunications services on a facilities-based and
resold basis to customers throughout the exchanges currently served by: Southwestern Bell
Telephone, L.P. d/b/a AT&T Missouri (AT&T Missouri), Embarq Missouri, Inc. (Embarqg),
CenturyTel of Missouri, LLC (CenturyTel), and Spectra Communications Group, LLC d/b/a
CenturyTel (Spectra) (“proposed service areas™). The specific exchanges within which
Applicant proposes to offer service are listed in the local exchange tariffs of the respective

incumbent local exchange providers, and will be listed in Applicant’s initial proposed tariff.

Applicant may seek authorization to provide service in exchanges served by other incumbent
LECS in a subsequent proceeding.

Net Talk will satisfy the minimum standards established by the Commission. Applicant’s
proposed service areas will follow the respective exchange boundaries of the stated incumbent
LECs and shall be no smaller than an exchange as required by Section 392.455(3) RSMo. Net

Talk will offer basic local telecommunications service as a separate and distinct service in




accordance with applicable law. Applicant will give consideration to equitable access for all
customers in Missouri, without regard to their income or where they might reside, to affordable
telecommunications services in Applicant’s proposed service areas in accordance with applicable
law.

Net Talk proposes to offer a full range of telecommunications services in the proposed
service areas through the use of its own facilities, resold facilities, UNEs, and through a
combination of these provisioning methods, Applicant seeks to provide its services at rates that
are competitive with the services of other providers.

Net Talk will provide comprehensive customer service to its customers. Customers may
report complaints to the Applicant’s customer service department. Customer service will be
available to answer customer service inquiries in connection with service, repair, or billing. Net
Talk’s representatives are available twenty-four (24) hours a day, seven (7) days a week.
Customers may contact Net Talk in writing at the company’s principal place of business at 1100
NW 163™ Drive, Suite B-4, North Miami Beach, FL. 33169, or by calling Applicant’s toll-free
customer service number, 1-800-983-8289,

Applicant will promptly file tariffs bearing no less than 45 day effective date with the
Commission in a manner consistent with the Commission’s practice in similar cases. In any
circumstance, Applicant will file its proposed basic local exchange telecommunications service
tariff no later than 30 days after Commission approval of Applicant’s interconnection and/or
resale agreement.

Net Talk is willing to comply with all applicable Commission rules and regulations and is
willing to meet all relevant service standards including, but not limited to, qualify of service,

billing, and tariff filing and maintenance in a manner consistent with the Commission’s



requirements for incumbent local exchange carrier(s) with whom Net Talk seeks authority to
compete,

Net Talk does not have any pending action or final unsatisfied judgment or decisions
against it from any state or federal agency or court that involve customer service or rates, which
action, judgment or decision has occurred within 3 years of the date of application.

Applicant hereby affirms that the Company does not have any overdue annual reports or
fees owed to the Missouri Public Service Commission,

V. TECHNICAL, MANAGERIAL AND FINANCIAL QUALIFICATIONS

As demonstrated below, NetTalk possesses sufficient technical, financial and managerial
resources and abilities to provide basic local telecommunications service.  Applicant’s
management team includes individuals with substantial technical and managerial expertise in
operating telecommunications networks.,  Specific details of the business and technical
experience of Company’s officers and management personnet are attached as Exhibit C.

Net Talk’s financial statements are attached hereto as Exhibit D. As detailed in Exhibit
D, the Company currently possesses the financial ability to provide local telecommunications

services on a competitive basis,



VI. REQUEST FOR WAIVERS

Net Talk seeks classification of itself and its new basic local telecommunications service

offerings as competitive, with accompanying reduced regulation pursuant to Sections 392.362

RSMo and 4 CSR 240-3.510(1)(A). Applicant believes that its proposed services will be subject

to sufficient competition to justify a lesser degree of regulation and that granting this request will

allow greater price and service options for telephone users.

Consistent with the Commission’s treatment of other certificated competitive local

exchange telecommunications companies, Applicant request that, at minimum, the following

statutes and regulations for Applicant and its proposed basis local exchange service offering be

waived at this time:

Statutes
392.210.2
392.240.1
392.270
392.280
392.290
392.300.2
392.310
392.320
392.330
302.340

Regulations
4 CSR 240-10.020

4 CSR 240-30.040
4 CSR 240-3.550(5)(C)

Description

Uniform System of Accounts
Just & Reasonable Rates
Ascertain Property Values
Depreciation Accounts
Issuance of Securities
Acquisition of Stock
Issunance of Stock and Debt
Stock dividend payment
Issuance of securities, debts & notes
Reorganizations

Description

Depreciation fund income

Uniform system of accounts

File exchange boundary maps

Commission

with




VII. PUBLIC INTEREST STATEMENT

Net Talk submits that the public interest will be served by Commission approval of this
Application because Net Talk’s proposed services will create and enhance competition and
gxpand customer service options consistent with the legisiative goals set forth in the federal
Telecommunications Act of 1996 and Chapter 392 RSMo. Prompt approval of this Application
also will expand the availability of innovative, high quality, and reliable telecommunications
services within the State of Missouri.

Net Talk submits that, notwithstanding the provision of Section 392.500 RSMo, as a
condition of certification and competitive classification, Net Talk agrees that, unless otherwise
ordered by the Commission, Net Talk’s originating and terminating switched exchange access
rates will be no greater than the lowest Commission-approved corresponding access rates in
effect for each ILEC within whose service area(s) Net Talk seeks to provide service. In addition,
pursuant to the Commission’s Report and Order in Case No. T0-99-596, Net Talk agrees that if
the ILEC in whose service area Net Talk is operating decreases its originating and/or
terminations access service rates, Net Talk shall file an appropriate tariff amendment to reduce
its originating and/or terminating access rates within thirty (30) days of the ILEC’s reduction of
its originating and/or terminating access rates in order to maintain the cap on switched exchange

access rates.



VII. CONCLUSION

WHEREFORE, for the reasons set forth above, NetTalk respectfully requests that
the public interest, convenience, and necessity would be furthered by a grant of this
Application for to operate as a competitive local exchange carrier with authority to provide a
full range of local exchange services on a facilities-based and resale basis throughout the
Proposed Service Areas. Net Talk’s provision of these services will promote the public
interest by providing high quality services at competitive rates, and by creating economic
incentives for the development and improvement of other competitive telecommunications

services and networks.

Respectfully submitted,

NET TALK.cOM, INC.
Digtally signed by Audrey Glenn

Audrey Glenn tmimsemimy
By: Date 2010.12.04 1111 215 -05'00°

Audrey Glenn

COMPLIANCE PARTNERS LLP

1629 K Street, NW

Suite 300

Washington, DC 20006

Tel: (202) 905-0487

Fax: (202) 449-1388

Email: aglenn@compliancepartners.net

Counsel to Net Talk.com, Inc.

Dated: December 3, 2010



CERTIFICATE OF SERVICE

I hereby certify that a true and correct copy of the above and foregoing document was

sent via e-mail on this 3rd day of December 2010, to General Counsel’s Office at

gencounsel@psc.mo.gov and Office of Public Counsel at opcservice@ded. mo.gov.

10

Audrey Glenn

Digitally signed by Audrey Glern

DN: ca=Audrey Glenn, e=Compliance
PartnerslLP, ou,
email=aglenn@compliancepartners.net,
=S

Date:2010.52.04 11:12:37 -05'00"

Audrey Glenn
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OATH

STATE OF FLORIDA

L L

COUNTY OF MIAMI-DADE

Kenneth Hosfeld, being duly sworne states that he files this Application as Fxceutive Viee
President of NET TALK.COM, INC.: that in such capacity, he is qualified and authorized to file and
verily such Application: that he has carcfully examined all statements and matters contained in the
Application: that all such statements made and matiers set forth therein are true and correct to the best of

his knowledge, information and beliell Affiant further states that the Application is made in good faith,

o

with the intention ol presenting evidence in support thereof in every particular,

A '
U%g] o
1 N

“Kenneth Hosfokl, Executive Viee President
NET FALK, COM, INC,

Subseribed and sworn to before me. a Notary
Public in and for the State and  County named

. By % .
abn}c, this j L6 day ]l},?‘
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EXPIRES: Oclober 23, 2012 e v /
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(SEALY  Notary Public
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NET TALK. COM, INC.
EXHIBIT A

ARTICLES OF INCORPORATION
CERTIFICATE OF GOOD STANDING
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DISCOVER SCREENS, INC. YR HASSEE, FLO, DA

The undeysigned, acting as incorporator of the captioned corporation under the Florida

Business Comporation Act, adopts the following Articles of Incorporation:

ARIICLE T -
CORPORATE NAME AND PRINCIPAL QFFICE

The name of this corporation is DISCOVER SCREENS, INC. (the “Corporation”) and its

principal office and mailing address {s 50 Dogwood Grove, Asheville, North Carolina 28805,

ARTICE:
CON CE F CORPORATE FENCE

The Corporation shall commence its existence upon the filing of theas Articles of

Incorporation with the Florida Secretary of State.

ARTICLE I
QEZ*_I]_L‘RAL NAT!]BE ar BUSINESS

The Corporstion may iransact any lawful business for which corporations may be

incorporated mader Florida faw.

Breada K. Iiclland, Pmlagal
Bush Ross, P A,

220 8. Franklin Strest, 'I‘ampa, FL 33602
B13-224-925% .

Facsimile .Audlt No H06000l20463 3
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Facsimile Audit No.: H06000120463 3

ARTICIE TV
STO

The ageregate number of shares of stock authorized to be issued by this corporation shall
be 7,500 shares of cominon stock, each with 2 par value of $.001. Each share of issued and
outstanding common stock shall enfitle the holder thereof to fully participate in all shareholder
meetings, to cast ope vote on each matter with respect to which shareholders have the right to
vote, and to share ratably in all dividends and other distributions declared and paid with respect
to the common stock, ag well as in the net assets of the Corporstion upon lquidation or
dissoiution.

ARTICLE Y ~
INITIAY, REGISTERED OFFICE AND AGENT

The street address of the iniiia} registered office of the Coyporation shall be 220 8.
Franklin Street, Tanapa, Florida 33602, and the initial registered agent of the Corporation at such
address is Jolhn N, Giordano,

ARTICLE VI
INCORPORATOR

The name and address of the Corporation’s incorporator is:

Name o . . Address
Brenda ¥, Holfand 220 8. Franklin Strest

Tampa, Florida 33602

Facsimiie Audit No.: HOGOOO}ZMﬁS 3 , Pags 2 of 4




HAY. 1. 2006 10: 2640 BUSH ROSS P & _ , N0.531% 9. 4

Facsimile Andit No.: H0O6000120463 3

ARTICLE VI
BY-LAWS

The power {0 adopt, alfer, amend or repes] by-laws of this Cotrporation shall be vested in
its shareholders and gepatately in ite Board of Directors, as prescribed by the by-laws of the

Corporation,

ARTICLE VIl
INDEMNIFICATION

If the citeria set forth in §607.085001) or (2), Florida Stafudes, as then ia effect, have
been met, then the Corporation ghall indemnify any director, officer, employee or agent thereof,
whether current or former, fogether with hig or her personal representatives, deovisees or heirs, in
the manner and to the extent conteraplated by §607.0850, as then in effect, or by any succossor
law therafo, .

N WITNESS WHEREQF, the undersigned hag exeanted thege Articles of Incorporation

this 1¥" day of May, 2006.

Facsimile Andit No.: HO6000120463 3 - } . Page3of4
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SECFETARY OF STATE
:
CERTIFICATE DESIGNATIN ALEAHASSEE, FLORIDA

REGISTERED AGEN

Pursuant to the provisions of §§48.091 and 607.0501, Florida Statutes, DISCOVER
SCREENS, INC., desiting 0 organize under the laws of the State of Florida, hereby designates
Tohu M. Giordano, sn individual resident of the State of Florida, as its Registered Agent for the
purpose of accepting service of process within such state and designates 220 S. Franklin Street,

Tampa, Florida 33602, the business office of its Registered Agent, a6 its Registered Office,

DISCOVER SCREENS, INC.

I hereby accept my appoiutment as Repistered Agent of the sbove named corporation,
ackmowledge that T arn familiar with and aceept the obligations Imposed by Florida law upon that

position, and agtee to act as such in accordance with the provisions of §§48.091 and §07,0505,

Tohn ¥ (Giordann -
1816731

Facsimile Audit No.: HO6000120463 3 Page 4 of4

Florida Statutes.
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ARTICLES OF AMENDMENT TO THE P '%n A
ARTICLES OF INCORPORATICN OF 4/ ,ﬁ%

DISCOVER SCREENS, INC, RS

t{; ),

T ESE R R ERAREEEEREREE R SRR R SRR ER B

DISCOVER SCREENS, INC., a Florida corporation (the “Corporation™), hereby ceriifies
as follows:

1 The Axticles of Incorporation of the Corporation (Florida Divisioﬁ. of
Corporations Documont Number P06000061539) are hereby amended by deleting the present
form of Article Iin its entirety and by substituting, in lieu thereof, the following:

“4RTICLE I
CORPORATE NAME AND PRINCIPAL OFFICE

The name of this corporation is NET TALK.COM, INC. (the “Corporation”) and ifs
principal office and malling address is 1100 NW 163 Drive, Miami, Florida 33169.”

2. The foregoing amendment shall become effective as of the close of business on
the date these Articles of Amendment are approved by the Florida Department of State and all
filing fees then due have been paid, all in accordance with the corporation laws of the State of
Florida, ‘

3 The amendment recited in Section 1. shove hes been duly adopted in accordance
with the provisions of §607.0821, ,0704, .1003 and 1006, Florlda Statutes, the shateholders and
directors of the Corporation having exccuted a writien statement, dated offective December 30,
2007, manifesting their intention that the amendment be adopted,

IN WITNESS WHEREOF, the Corporation has cansed these Articles of Amendment to
b prepared under the signature of its Chief Executive Officer this 10™ day of September, 2008,

DISCOVER SCREENS, INC,,
g4 Florida corporastion

‘ obin C. Hoover, Chief Executive Officer

Faeshmila Andit No.: FHOB000211974 3 J35250.01



State of Florida

Department of State

I certify from the records of this office that NET TALK.COM, INC. is a
corporation organized under the laws of the State of Florida, filed on
May 1, 2006.

The document number of this corporation is P06000061539.

I further certify that said corporation has paid all fees due this office
through December 31, 2010, that its most recent annual report was filed
on August 6, 2010, and its status is active.

I further certify that said corporation has not filed Articles of
Dissolution.

Given under my hand and the Great Seal of
Florida, at Tallahassee, the Capital, this the First
day of December, 2010

N K- HobeFs

Secretary of State

Authentication ID: 000188294320-120110-P06000061539

To authenticate this certificate,visit the following site, enter this
1D, and then follow the instructions displayed.

hitps://efile.sunbiz.org/certauthver.html




NET TALXK. COM, INC.
EXHIBIT B

SECRETARY OF STATE CERTIFICATE



Sy

Robin Carnahan
Secretary of State

CORPORATION DIVISION
CERTIFICATE OF GOOD STANDING

I, ROBIN CARNATAN, Sccretary of the State of Missouri, do hereby certify that the records
in my office and in my care and custody reveal that

NET TALK.COM, INC.

using in Missouri the name
NET TALK.COM, INC.
F00964600

a FLORIDA entity was created under the laws of this State on the 23rd day of April, 2009, and
is in good standing, having fully complied with all requirements of this office.

IN TESTIMONY WHEREOF, I have set my
hand and imprinfed the GREAT SEAL of the
State of Missouri, on this, the 4th day of
December, 2010

Secretary of State

Certification Number: 13372850-1  Reference:
Verify this cerfificate online at hitps://www.sos.mo.gov/businessentityfsoskb/verify.asp
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NET TALK. COM, INC,
EXHIBIT C

MANAGEMENT BIOGRAPHIES




The following individuals are key managers of NET TALK.COM, INC. and may be contacted at the
Company's headquarters located at 1100 NW 163rd Drive, Ste. 3, North Miami Beach, Florida 33169

MANAGERIAL CAPABILITY
Anastasios N. Kyriakides

Anastasios N. Kyriakides is President. Mr. Kyriakides received a Bachelor of Science degree in business
from Florida International University in 1975; in 1977, he received a degree in investment banking from
the American Institute of Banking, From 1979 to the present, Mr. Kyriakides has consulted for numerous
companies in the areas of shipping, travel, banking, and electronics. His cruise ship career started with
Carnival Cruise line out of the Port of Miami, and continned to a successtul start up with Tropicana
Cruises; one of the first gaming ships out of the Port of Miami. In 1994, Mr. Kyriakides became the
Chairman of Montgomery Ward Travel, a company created to provide full travel services to eight million
Montgomery Ward customers and credit card holders; he served in this capacity from 1994 {o 1996. Mr.
Kyriakides had previously organized the successful start-up of Seawind Cruise Line in 1990; there, he
was the founder, and later, the Chairman, CEQ, and Secretary until 1994. In 1984 Mr. Kyriakides founded
Regency Cruise Line, the world's first publicly traded company in passenger shipping, and served as its
Chairman and Secretary until 1987. In 1983, Mr. Kyriakides founded the Mylex Corporation to develop
and produce the world's first hand-held optical scanner and VGA card for personal computers. As the
President and Chairman, Mr. Kyriakides guided Mylex from its beginning as a private company to ifs
becoming a public company traded on the NASDAQ under the stock symbol MYLX until it was acquired
as a wholly owned subsidiary of IBM (NYSE: IBM). In 1983, Mr. Kyriakides was the founder and
Chairman of Tower Bank NA, a full service commercial bank, with three offices, headquartered in Dade
County, Florida.

In 1980, Mr. Kyriakides, was the founder of Delcor Industries of Hollywood, Florida, an electronics
manufacturing facility, assembling OEM products for various electronics companies including IBM
mainframe and cable division employing over 150 skilled employees. In 1979, he was the founder and
Chairman of Lexicon Corporation, the world’s first hand held electronic language translator the LK3000
that translated into 12 different languages. This company, publicly traded on the NASDAQ, under the
symbol LEXI, was ultimately acquired by Nixdorf Computers of Germany,

Prior to founding NET TALK.COM, INC., Mr, Kyriakides was a co-founder and CEO of Interlink Global
Corp. a Telephone company that was built up to include subsidiaries in three countries, including a
nationwide full service telephone company in Venezuela (recently sold to the largest cable company in
Venezuela).



Bill Rodriguez

Bill Rodriguez is the CFO. Prior to his CFO duties at NET TALKCOM, INC., Bill was a CFO at Interlink
Global Corp. a Telephone company that was built up to include subsidiaries in three countries, including a
nationwide full service telephone company in Venezuela (recently sold to the largest cable company in
Venezuela). A copy of Mr. Rodriquez’s résumé is attached.

Kenneth Hosfeld

Kenneth Hosfeld is Executive Vice President. Kenneth has over twenty-two years of international sales,
marketing, and business management experience in the telecommunications industry. Kenneth was a
co-founder of Interlink Global Corp. a Telephone company that was built up to include snbsidiaries in
three countries, including a nationwide full service telephone company in Venezuela (recently sold to the
largest cable company in Venezuela). Before co-founding Interlink Global Corp, he co-founded another
VOIP telephone company (NetExpress) which was eventually rolled up into One Ring International, Prior
experience includes being the Regional Director of Brazil, the Andinos, and the Caribbean for Tellabs,
Inc. He secured Tellab™ first "turn-key" contract (a complete, fully managed network deployment
including all products and services and project financing). He opened Tellabs’™ offices in Brazil and
regularly exceeded revenue targets. Prior to that, Kenneth was Vice President of Nera Latin America, a
subsidiary of Nera Telecommunications (formerly ABB), with full P&L responsibility for the region. He
opened offices throughout Latin America including Brazil, Colombia, Mexico, and Venezuela and
additionally penetrated the Mexican and Chilean markets. Prior to Latin America, Kenneth was
responsible for sales in Africa and in China. He speaks over six languages including fluent Spanish and
Portuguese.

Nicholas Kyriakides

Nicholas Kyriakides is the Marketing Director. Nicholas received dual degrees in Finance and
Multinational Business Operations from Florida State University and a Masters of Business
Administration from Nova Southeastern University. In addition to his current marketing capacities at
NET TALK.COM, INC., was the Director of Marketing & Business development at Interlink Global
Corp. a Telephone company that was built up to include subsidiaries in three countries, including a
nationwide full service telephone company in Venezuela (recently sold io the largest cable company in
Venezuela). Nicholas also teaches Principles of Marketing at Miami Dade College School of Business.
Nicholas is fluent in both English and Spaunish. A copy of Mr. Kyriakides’ résumé is attached.

Leo Manzewitsch

Leo Manzewitsch is the CTO. Leo has more than 18 years in the Telecommunications industry. Leo
received a Master's in Electronics Engineering, from the University of Buenos Aires, Argentina in 1991
and previously received a degree in mechanics from the Argentinean National School of Technical
Education, Buenos Aires in 1981. Before coming on board, Leo was the CTO of Inferlink Global Corp. a
Telephone company that was built up to include subsidiaries in three countries, including a nationwide
full service telephone company in Venezuela (recently sold to the largest cable company in Venezuela).
Previously, Leo held positions sale support management at UT Starcom, Business Development Manager
for STRATEKGY Telecom Solutions, Marketing Manager for Tellabs International in their South
American market, and finally various positions at NEC Corporation ranging from new product
engineering up to and including management of new product marketing. Leo is fluent in both English and
Spanish.



GUILLERMO (BILL) RODRIGUEZ

PROFILE

Self motivated, honest, reliable and professionally skilled with extensive experience in-
Accounting, Business Administration and hands-on day to day operations,

EXPERIENCE

Controller/Financial Officer, Land Cellular Corporation; Oct. 2005 — March 1, 2007
Responsible for day to day operations including GAAP Accounting, Financial Reporting,
Inventory Control, Accounts Receivable (AR), Accounts Payable (AP), Human Resources (HR),
Insurance/Risk  Management, Bank Relationships, Sales Management, Budgets,
Manufacturing/Cost Accounting for Sales and Distribution of wireless modems — sold Domestic
and International.

Major Achievements:

- Implementation of Treasury Functions (i.e., electronic payments and receipts, AR and AP
monitoring, On Line banking, etc.)

— Setting up Accounting Policies and Procedures - GAAP

Controller/Financial Officer; Brenner Real Estate Group; Feb, 1999 ~ Oct. 2005

Responsible for day to day operations of Brenner Real Estate Group, a licensed Commetrcial
Real Estate Broker and Property Management Company. Responsible for GAAP Accounting,
Financial Operations and Financial Reporting of Managed Properties including CAM
reconciliations, Morigage Financing, Bank Relationships, Insurance/Risk Management, AR, AP,
Human Resources, Budgets, Lease Management, conversion of Accounting Software, Year End
Financial Reporting Packages — Audit and Tax and vendor selection — Preferred List of Vendors.

Major Achievements

— Bringing in-house all client prepared work-papers for Annual Audit and Tax - Preparation
from outside auditors.

- Set up Lease Abstract and Lease Management Functions,

Controller/Financial Officer; Primary Corporate Group (CSW Associates, Inc.)

Nov. 1993 — Feb 1999

Primary Corporate Group managed Commercial Buildings, owned three Century 21 Franchises,
a Mortgage Company and Title Company. Responsible for day to day operations including
GAAP Accounting, Financial Reporting, Budgets, AR, AP, Bank Reconciliations, Human
Resources, Property Management, Escrow Account Reconciliations and Annual Audits and Year
End Tax Packages. CSW was a sub-contractor to FDIC/RTC on three large government
contracts. Responsible for GAAP Financial Accounting and Reporting to FDIC/RTC and for
selection and awarding contracts to sub-contractors — Minority Owned Business- (i.e.: Brokers,
Environmental and Operating Contracts).



Major Achievements

— Setting up selection and awarding contracts to sub-contractors in compliance with
FDIC/RTC Guidelines for Minority Owned Businesses.

—  Setting up Accounting Procedures to comply with RTC/FDIC Guidelines.

Auditor/Investigator, Federal Deposit Insurance Corporation FDIC/RTC

Sept. 1991-Nov.1993.

Employed as Case Investigator and Auditor to review, audit and write up cases on failed
Financial Institutions. Cases were written on Appraisals, Loan Approval, Loan Management and
bank’s practices and procedures. Claims were made on Error/Omissions Policies and
Officers/Directors,

Major Achievement
~  Wrote up two cases on failed banks presented to FDIC attorneys for action.

Vice President Controller; Consolidated Bank, N.A. March 1986 — Sept. 1991

Responsible for GAAP Accounting and Financial Reporting of Bank Holding Company and
Subsidiaries including a major Bank with seven locations and a Data Processing Center.
Functions included: consolidation and Reporting to FDIC and Federal Reserve Bank, Annual
Budgets, Monthly Operational Meetings, Annual Audits and Year End Tax Reporting Package —
client prepared work-papers. Assisted in operation of Other Real Estate Owned Department
“take-over” functions of foreclosed commercial properties — Hotels, Office Buildings, Shopping
Centers, etc.

Major Achievements
— Implementation of new GAAP Ruling on recognition of loan fees and cost.
— Bringing in-house all client prepared work-papers for Annual Audit and Taxes.

Controller/Financial Officer; International Housing Ltd. Nov. 1981 — March 1986.



Nicholas Kyriakides

1030 Washington Street Hollywood, Florida 33019 + 561.329.3209 ¢ nicholaskyriakides@gmail.com

PROFESSIONAL EXPERIENCE

Miami Dade College-School of Business Miami, FL
Adjunct Facully Present
s Instructor; Principles of Marketing, presented with a hands-on approach whereby students play the roli of marketing
executives
NET TALK.com, Inc. Miami, FL
Director of Marketing Present

»  Coordinating nationwide marketing roll-out for venture-backed development stage enterprise
»  Developing advertising model utilizing nationwide infomercials, print and digital media
»  Implemmenting national CLEC footprint and obtaining regulatory approval in the lower 48 US states

AGORAZ.com LI.C Miami, FL
Principal Present
¢ Founded and developed an internet application for a socially-driven marketplace
»  Developed and managed business strategy and framework of the application in its entirety
‘e Formulated partnership with Miami Dade College School of Computer and Engineering Technologies to provide back-end system
architecture
»  Developed an overall project management strategy that provides maximun efficiency with minimal face-to-face interaction, based on
object-oriented procedures and thorough systems logic

Interlink Global Corp. Miami, FL,
Director of Business Development 2005-2008

e Frequently traveled to South America to develop VoIP interconmection agreements

s Developed satellite services business by providing connectivity to call centers in Venezuela and Colombia from the Interfink data

' center in Miami
¢ Acted as South American liaison between corporate office in Miami and wholly owned subsidiaries, New Global Telecom Venezuela
and MetrolP Colombia while living on location
s  Prepared quarterly presentations of new business progress

Wings Bar and Grille Restaurait Athens, Greece
General Manager : 2003-2004
o Assisted owners in the start-up of an American restaurant
. * Managed the day-to-day operations, planning, payroll and employment contracts
e  Negotiated vendor pricing and developed additional revenue opportunities within the operation

PERSONAL PROFILE

»  Bilingual (English/Spanish), conversant in Greek. Obtained meaningful work experience while traveling abroad.

o Ability to interface with different levels of personnel and diverse groups as part of a team or project lead

¢  Detail and profit-oriented to establish effective scope management processes with strict regard for deadlines

*»  Proven ability to use quantitative and qualitative research to identity, analyze, repair and solve problems
»  Technical skills include proficiency in the majority of all Windows offerings and the potential to master new programs
¢ Volunteer at Best Buddies Broward Citizens Program mentoring individuals with mental/physical disabilities
EDUCATION

Nova Seutheastern University Fort Lauderdale, FL
Magster of Business Administration, GPA 3.9 June 2006
Florida State University Tallahassee, FL
Bachelor of Science, Finance April 2005

Bachelor of Science, Multinational Business Operations
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Forward Looking Statements

Certam statements contained in this annval report on Fonm 10-K and other written naterial and oral statements made from tine to time by us do not relate to historical or carrent
facts. As such, they are referred fo as “forward-looking statements,” which are infended to convey our expectations or predictions regarding the occurrence of possible fitture
events or the existence of trends and factors that may inpact our fitkre plans and operating resulfs. These Hrward-loking statements are derived, i part, from various assumptions
and analyses we have made i the context of owr current business plan and information currently available to us and in light of our experince and perceptions of historical trends,
cument conditions and expected fiture developments and other factors we belicve to be appropriate in the eircumstances. You can generally identify forward-looking stafements
through words and phrases such as “seek, ™ “ anticipate, ™ believe, ” “ estimate, » “ expect, ™ itend, ™ ** plan, " “ budget, ™ project, ™ “ may be, ' © nay continue, ~** may tkely
result, ” and similar expressions. When reading any forward Jooking statement, you should renain mindfiil that actual resuits or developinents may vary substantially from those
expected as expressed in or implied by that statement for & number of reasons or factors, such as those relating to:

o whether or not & market for owr products and services develop and, ifa market develops, the pace at which i develops;

our ability to successhilly sell our preducts and services ifa market develops;

our abildy to altmct the qualified persomnel to implement our growth sirategies;

our ability to develop sales and marketing capabidities;
& the accuracy of our estiznates and projections;

our ability to find ouwr short-term and Jong-term fnancing needs;

¢ clianges i our business plan and corporate strategies; and other risks and uncertainties discussed i greater detail in the sections of this prospectus, inchiding the section
captioned “Plan of Operation™.

Each forward-looking statement shoukd be read in context with, and with amimderstanding of, 1he various other disclosures conceming our Company and our business made
elsewhere i this prospectus, as well as other public reports filed with the SEC. You should not place undue reliznce on any forward-looking statement as a prediction of sctual
resuls or developments. We are not obligated to update or revise any forward-looking statement contaied i this report to reflect new events or circunstances wnless and to the

extent required by applicable liw.
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Part1
Ttem 1, Busingss
Company and Business

We are a teleplione company, who provides, selis and supplies conmercial and residential telecommunication services, inchubing services utiizing voice over intemet protacol
{"VolP™) technology, session intiation protocol (“SIP™} technology, wireless fidelity technology, wircless maxiamm technology, marine satellite services technology and other similar
typetechnologies. Qur nam product & the TK 6000, an analog telephone adapter that provides connectivity for analog telephones and faxes to home, home office or corporate
local area networks (“LAN).

Our TK 6000 and its related services is a cost effective sohdion for individuals, small businesses and tekcomnuiders connecting to any analeg felephone, fax or private branch
exchange (“PBX”). "The TK 6600 proviles one USB port, one Ethemet port and one analog telephone port. A fill suite of mternet protocel Reatures s availible 1o maximize
universal comnectivity. Tn addition, analog tekphones attached to the TK 6000 are able to use advanced calling features such as call forwarding, caller ID, 3-way calihg, call
hokling, call retrieval and call ransfer.

History and Qverview
We tire a Florida comoration, incorporated on May 1, 2006 under the name Dicover Screens, Inc. (“Discover Screens”™).

Prior to September 10, 2008, we were known as Discover Screens, a developiment-stage company, dedicated to providing adveriising through interactive, audiovisual, infonmtion
and advertising portals located in high-trafli irdoor venues. Our name and business operations changed 1 a series of trausactions beginning in December of 2007, Pursuant fo an
asset purchase agreement dated December 30, 2007, we sold all of the assets assechted with the advertising business as a going concermn 1o Robert H. Blank, who was then our
President and Chief Operating Officer. Following that transaction, we ceased all existing operations, and from December 30, 2007 to September 9, 2008, we owned nominal
assels and generated no revenue, In February of 2008, Mr. Bhank resigned as officer and director.

On September 9, 2008, Robin C. Hoover, our sok remaiing officer and director, appointed four new nembers to the Beard of Directors, Anastasios Kyriakides, Kenneth
Hosfeld, Guillermo Rodriguez and Leo Manmwitsch, Mr, Hoover then resigned as an officer and director. Mr. Richard Diamond was appomtest by the Board of Directors to fill the
vacaney keft by Mr. Hoover’s resignation. Mr. Dinmond resigned as a director of'the Company, effeetive November 23, 2009.

On September 10, 2008, we changed our name from Discover Screens, Ine, to Net Talk.cony, Inc. On September 10, 2008, we entered into a Contribution Agreement with Vics
Capital Master Fimd (“Vick™) by which Vick conributed certain operating assets to the Company in exchange for (a) a 12% Senior Secured Convertible Debenture i the principal
amownt of $1,000,000; and (b} a Series B Warrant to purchase 4,000,000 shares of common stock ofthe Company. Ako on September 10, 2008, the Company enfered ivo a
Securities Purchase Agreement with Debt Opportunity Fund, LLP (“DOF”) by which DOF purchased (&)} a 12% Senior Secured Convertible Debenture in the principal amount of
$500,000; and (b) & Series B Warrant to purchase 2,000,000 shares of Common Stock of the Company.

On September 10, 2008, we acquired cerfain fangible and intangible assets, Hmoerly owned by Interlik Global Corporation {Tnterlitk”™), (the “Interlink Asset Group”) directly
from Intertink’s crediior who had seized the assets pursuant to a Securily and Collateral Agreement. Our ptrpose in acquiring these assets, which included employment rights to the
exeoutive nanagement team of Inferlink, who now currently serve as our officers, was to advance the TK 6000 VoIP Techuology Program, which Interlink lunched i July 2008,
Accordingly, these assets substantially comprise our current busiess assets and the infrastructure for our fiture operations. Contemporancotsly with this purchase, we executed an
assignment and intelectual property agreenient with Interlink that served 1o perfect our ownership rights to the assets.

Consideration for (he acquisition consisted of a face value 51,000,000 conwerible debenture, plus warrants to purchase 4,000,000 shares ofour common stock. On the date of the
Interlink Asset Group acquisition, we ako enfered into a firancing agreement with the DOT (as described above) that provided for the suance of a face value $500,000
convertible debenture, plus warrants to purchase 2,000,000 shares of our conmnon stock for net cash consideration of $448,300. In comection with this acquisition, we Bsued
6,000,000 shares of conumon steck to our rew nanagement teant in connection with the Interlink Asset Group acquiition.
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Qur Strategy
We continue to improve and enhance the following fictors in building and expanding 0w customer base:
¢ Deployment and distribution of our mam product TK 6000 device,

o Attractive and mnovative value proposition. We ofier our custoners an attractive and innovative vatue proposition: a portable telephone replacement with multiple and unique
features that differentiates our services from the competition.

Innovative, high technology and low cost technology platform We believe our imovative soBware and network technology platiorm provides us with a competitive
advantage over owr competition and allows us to maintait & low cost nffastructure relative to our competitors.

Pian of Operation

We provide, sell and supply commercial and residential felecommumication services, including services wtilizing voice over internet protocol {"VoIP”) technology, session mitition
protpcol (“SIP”) technology, wirekess fidelity technology, wireless maximum technology, maring satellite services technology and ether sindlar type technologies. We are developing
our busingss mffastructure and new products and services.

Our Product

At tiis time, our main product & the “TK 6000%, The TK 6000 i designed 1o provide specifications mique to each customer’s existing equipment, It allows the customer full mobile
flexibility by bemg able to ke internet hiterface anywhere the customer has an intemet connection, The TK 6000 has the Hllowing features:

A Universal Serial Bus (“USB") connection allowing the iterconnection of the TK 6000 to aiy conputer. The USB connection results in shared power between the TK
6000 and the host compter.

In addition to the USB power sowrce option, the TK 6000 will ako have an external power supply alowing the phone to independently power #selfwien not connected to
4 host computer;

Untke most VoIP telephone systems, the TK 6000 has a standalone feature allowing ¥ to be plugged directly into a standard itemet connection.
The TK 6000 & a compact, space-efficknt prodtet.

The TK 6000 has an mterface eomponent so fhat the custoer can purchase multiple wnits that can conmumicate with each other allowing stmlfaneous ringing fom nuiltiple
locations.

Our product B portable and allows our customers to make and receive phone calls with a tekephone anywhere broadband internet connection & available. We transmit the calls
using Yoice over [ntemet Protocol “VOIP” technology, which converts voiee signals info digiial data transmissions over the iternet,

Qur Services

Our business is to provide products and services that utlize Voice Over Intemet Protocol, which we refer to as “VolP.” VoIP i a technology that allows the consumer to ke
tekphone calls over a brordband intemet connection instead of using a regular (or analog) tekphone line. VoIP werks by converting the user’s voice into a digital signal that travels
over the intemet wntd # reachss its destination. Ifthe user & calling a regular tekphone liie number, the signal 5 converted back into a voice signal once i reaches the end user, Our
busiess model is to develop and commercilize software technology solutions for cost effective, real-tine commimications over the hitemet and related services.
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Services provided or to be provided:

Text to phone reminder service. We are currently developing a service that will allow VoIP to synclwonize with the customer’s data base schedule management system
{such as Microsoft Office Outlook ®),  Our goal & to develop a service that will call the customer at a pre-designated time to provide anaudio reminder of that day’s
agenda to the customer. By offering this service at a low price point of less than five dollars per month we hope to appeal to a broad customer base. This soflwars &
curently under development.

Free conference server. This product 15 eurrently avaiiable to all our customers,

Future Volce Message Delivery. This service allows the user 1o record a voke message which will be delivered fo a recipient at a fater date and time specified by the
user.

Speech to text services for the hearing impaired. This & a standalone service that will allow the hearing #upaired to receive real time conversion of incoming voice
signals info fext displayed on an incorporated display panel.

Marketing

We have developed direct sales chamnels, as represented by web sites and toil fiee numbers. Ouwr direct sales channels are supported by highly mtegrated advertisig campaigns
across multiple media such as nformercinks, telvision and other media channgls,  Our website is www.nettallc.conl, owr telephione number s 305 621 1200 and our fax number i
305621 1201,

Our primary source of revenue i the sake and distrioution of our TK 6000 product. We also generate revernue from the sale efaccessories to our product and mtemational long
distance monthly charges that are billed o our customers.

Advertising

Our goal & to position ourselves as a premier supplier of choke for VolP services. Our current business strategy & to focus our advertising dollars on our home market i South
Florida. Ouwr advertising will consist of mass marketing campaigns focusing on television infomerciaks for the South Florida market and other states including cable television
chamnels. We have been nowing infomercial siee July 2009 at the present tive the infomerciaks are rumning through the United States on a routinely basis every week.

Customers

Our customers are made up ofresidentizl and small businesses. We anticipate that falure services will appeal to our existing customers and hope that owr additional phore products
and services will provide a complete phione package expericice to owr custoners.

Our target andience & individual consumers and simall businesses loaking to lower their ewrrent cost of teleconuraetications. We are also reaching a farge audience with our websites.
We hope that consumers wil find our websites by doing an itemet search for VolP service providers. We also use other means of advertising such as direct to consumer sakes,
ecominerce and wholesake sales to retail stores.

Geographic Markets

Our prinary geographic market & our home market of South Florida, Qurr target audience are individual consumers and stall businesses looking to Jower their current cost of
telecommunications. We alkso expect to reach a lrge audience with our websites. We hope that consumers will find our websites by doing an internet search for VoIP service
previders. We will also ise other means of advertising such as direct to consumer sales, ecommerce and wholesale sales to retail stores.
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We have been granted and or are applying for Competitive Local Exchange Carrier (“CLEC™} Licenses i thirty-five states, as follows:

Ahbama Georgia Massachusetts New Mexico South Dakota
Arizona Idaho Minnesota New York Texas
Arkansas Hiiods Montana Morth Carolina Utah

Califomnia Indiana Nebraska North Dakota Vermont
Comnecticut Kansas Mevada Ohio Washington DC
Delaware Kentucky New Jersey Orcgon Washington
Florida Maryland New York Pennsyhania Wisconsin

It is our ftent to focus our expansion on the geographic matkets i which we have been granted CLEC Licenses. We also intend to expand our market place to reach customers
waorldwide,

The«Induséry

In the past decade, the use of the intemet for alt pirposes has exploded. VolP is a technology that enables comnumications over the internet through the compression of voice,
video andfor other media info data packets that can be efficiently transmitted over data networks and then converied back into (he origial media at the other end ofthe
transmission. Sice the introduction of the first VoIP teclnology in the mid 1990s, the quatity and chrity of VoIP connections have continued o ovolve and improve. Perhaps the
biggest jump i VoIP quality cane with the introduction of SIP, or Session Initiation Protocol SIP & a text-based protocol suitabk: for infegrated voice-data applications. Today
S1P & the predommant mdustry standard for establshing nwiltimedi communications aver the Internet. As the clarity and quality of VolP services have ficreased, so has the
aceeptance of VoIP by consuners.

As a result of the potential cost savings and added feature availabiliy of VoIP, consumers, industry keaders and traditional telecommunication service providers see VoIP as the
filure of telecomsmunications. Factors (hat have been contributing to the beom in VoIP use ixclude: {2) increased consunmer demmand for lower cost tekephone services; (b) mereased
dermmand for long distauce services as the market place becomes increasingly global, {¢) improved reliability and quality of VoIP due to technological advances; and {d} hnovations
that allow services for VoIP wsers that are not available in traditional telephone services. These factor, and others, have resuted it various service providers and conswrers
exploring VolP altematives {o traditional analog phone services,

Our Competition

The comnuumications industry & highly competitive and significantly affected by regulitory changes, technology evolution, marketing strategies, and pricing decisions of the larger
ndustry participants. The nurket for our services & evelving rapidly and is subject fo shiffing customer demands and the infroduction of new products and services, Our current and
potential competitors cone from different markef sectors and vary i size and scope with rospeet to the products and services that they offer or infend to offer in the firture.

One of our competitors in the domestic narket is traditionat telephone service providers that are increasingly adding advaiced service features 1o traditional telephone services.
Domestic telephone providers have the advaniage of having strong name recognition, large research and development budgets and existing service and market networks,

In addition, mumsrous vendors sell products and services using VoIP technology. Our conpetitors use immovations such as Analogue Terminal Adapters, or ATAs, to connect an
analogue telephone to a VoIP network. Sonetines referred to as VoIP Gateways, these devices are widely advertised and sold. Saks are conducted by many different methods,

meluding nternet and informercial sales, and barriers to entry mto the business are fow.

We also fice competition from alternative communication imethods such as itemet, f&x providers and voice mail service providers.




Many of our competitors may be better established, larger and better fimanced than us, and are able to use their visibility and substantial marketing resources to attract customess. In
particular, many of our competitors are large, established network service providers thiat are able to market and distribute enhanced communication services within thei akeady
kirge base ofsubscribers. As a result, these competitors maybe abls to adapt more quickly to new or emerging teclnologies and clianges i customer requirements. They may also
be abke to devote greater resources to the promotion and sake of their products. Moreover, we nay not fiave sufficient resources to undertake the continning research and
developrent necessary to renain competitive.

We differentiate our services fom those offered by our competitors by offering exceptional customer service and lower cost aliematives. We have worked hard to confrol the
development costs associated with the TK 6000. We have doue this by choosing phone components and component vendors that are economieal but do not compromise on
quality. We have developed and marketed our own produets and services, rather than simply reselling another manufacturer’s innovations. Finally, our TK 6000 product s a
standalone phone product that does not require the user to first ivest in a computer. For these reasons, we know that our TK 6000 praduct i a lower cost alternative to similar
telephone products currently being marketed. Because we are engaged in the same cost saving measures for the services we offer, we are able to offer those services ata
conpetitive price,

Our'products and services are user friendly and convenient for our custonwers, For exanple, our packaging includes detadled, user friendly mstructions and digrams to allow for
easy mstallation and activation. We have distinguished ourselves fiom our mam competitors through the level of cusfomer service offered 1o our consuniers Hllowing their purchase
or our producis or services, Currently, our competitars only offer custoner service through an email query program This does not allow the custoner fo receive rapid, real-time
problem solving assistance i the event our cotpetitor’s product or service fails, Tn contrast, we establihied a customer service online forumt where our users can post their
questions and read other users’ responses. The formmn has key word or key phrase search option so that our customers can easily find a solution to the problem they are
expetiencing. Our forum & moderated by one of our development engineers to ensure that all questions are bemg properly addressed and ssues resolved. We ako offera
pay-per-use live customer support hotline. By payig a fee, either per miaute or per call, our custorners are able to reach a support spechlist to get a direct answer fo fher
questions. This allows us to provide superior customer service, while stll keeping our costs low.

Government Regulation
As a tekecommunications supplier, we are subject to extensive govemment regulation. The majority of our government regulation cones from the Federal Comnmmications
Commission {the “FCC™).

Tekconmnmmications & an area of rapid regulatory clange. Changes in the laws and regulations and new interpretations of existing laws and regulations may affect permissibke
activities, the reltive costs associated with deing business and amounts paid to us for our services. We cannot predict the future of federal, state and local regulations or legishtion,
cluding FCC regufations,

Federal Communications Commission (“FCC") regulation

The FCC & an independent United States government agency. The FCC was established by the Communications Act of 1934 and & charged with regulating interstate and
international commumications by radio, television, wire, sateliite and cable, The FCC’s jurisdiction covers all fifly states, the District of Colunnbiz and U.S. possessions,

The FCC works to create an environment promoting competition and innovation to benefit communications custorners. Where necessary, the FCC las acted o ensure VoIP
providers comply with inportant public safty requirements and public policy goak.

Interconnected VolIP providers must comply with the Commission’s Telecommunications Relay Services (TRS) requirements, inchiding contributing to the TRS Fund used to
support the proviion of teleconumunications services (o persons with specch er hearing disabiities, and offering 71 1 abbreviated dirling for access fo relay services. Interconnected
VolIP providers and equipment manufacturers alse must ensure (kat, consistent with Section 255 of the Communication Act, their services are available to and usabk by individuals
with disabilities, 1fsuch access is readily achievable.




Fitally, the FCC now requires interconnected VoIP providers and telephone companies that obtain nuwbers from them to comply with Local Nwuber Portability (LNP) niles,
These rules allow telephone, and now VoIP, subscribers that changs providers to keep (he subscribers telephone numbers provided that they stay in the same geographic arca.
VolP providers nust also contribute to fimds establshed fo share LNP and nunbering administrative costs among all teleconmunications providers benefiting from these services.

Te FCC monitors and investigates comiplainis against VolP providers and, ifecessary, can bring enforcement actions against VoIP providers that do not comply with applicable
regilations.

State Telecommunication Regulation

We are ako registered with the Florida Public Utdites Conmission as a Compelitive Local Exchange Carrier (“CLEC™) and Interexchange {“1XC™} Carrier.

In Florida, a “competitive Jocal exchange carrier” is defined as any company, other than an incumbent local excliange company, certificated by the Public Service Commission to
provide local exchange teleconymuication services i the state of Florids on or after July 1, 1995. CLEC companks providing services i Florida after July 1, 1995, nust be
certificated by the Florikda Public Service Comimission, and competftive local excliange companies are required to file a price Ist specifig their rates and charges for basic local
telecommunkation services.

Florida, as well as other states, also regulates providers of Interexchange Tekecommumiications (“IXC”). The Florida Public Service Commission icludes the following as examples

of IXC providers: (1) operator service providers; {2) resellers; (3) switchless re-billers; (4) mulii-location discount aggregators; {5) prepaid debit card providers; and (5} ficilities
based mterexchange carrlers. Section 364.02(13) of the Florida Statutes requires IXCs to provide cwarent contact nformation and a tariffto the Florida Public Service Conmmission,

We have applied and or received CLEC and IXC registrations in 35 states iclhiding;

Albama Geoigin Massachuseits New Mexico South Dakota
Arizona Idaho Minnesota New York Texas
Arkansas [linots Montana North Carolina Utah

California Indiana Nebraska North Dakota Vermont
Connecticut Kansas Nevada Ohic Washington DC
Delaware Kentucky New Jersey QOregon Washington
Florida Maryland New York Pennsyhvania Wisconsin

The law refating to regulation of Vol technology & ina fwe In recent court cases, otiier VoIP providers have challenged whether state regulations can be applied to VoIP
technology or whether such regulation has been preempted by the Telecommumications Act of 1996 and other Federat laws. At least one of our competitors has successfifly fought
the application of state laws to VoIP technology. Howewer, to be cautious, we will contiue to obtain a competitive focal exchange carrier license from each state in which we
conduct business, An added advantage of obtaining a CLEC license from each state is fhat we can oblain an operational carrier nuniber from the North American Numbermg Plan
Administration. The operational carrier number wilf allow us to assign our customers telephone numbers in the area code inwhich they reside.

Employees

We employ nite fill-tive and no part-{ine employees. None of our employees is subject to a collective bargaining agreement, and we consider our employee refations to be
safisfactory.

Intellectual Property
We regard our donai nanws, patents, irademarks, copyrights, trade dress, trade secrets, proprictary fechnologies and similar infellectual property as critical to our success, and
we rely on patent, trademark and copyright bw, trade-secret protection, and confidentiality and/or bicense agreements with our employees, customers, parters, and others to

protect our propriclary rights.
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We have filed 2 patent applications with the United States Patent and Trademark Office for the technology associated with owr products. We ako have software under
development by our employees, subcontractors and consultants.

The status of any patent mvoles complex kgaland factual questions, and the breadth of ¢lams allowed is wicertan. Accordingly, we cannot assure you that any patent application
fikd by us will result in a patent being ssued or that our ssued patents, and any patents that may be ssued i the future, will afford adequate protection against competitors with
similar technology. We sinfarly face the rik that any patents ssved to us might be infringed or designed around by others.

Research and Development

We expense research and development expenses, as these costs are ieumed. We account for our offering-related software development costs as costs inetrred mternally in
creating & computer sofiware product and are charged to expense when incurred as research and development until technological fasibility has been established for the product.
Technological Rasibility s established upon completion ofa detail program design or, in its absence, complktion of a working model. At this time our mam product TK6000 s
beig sold inthe market place. Therefore, research and development cost reported in our financial statements rekxtes to pre — marketing cost and are expensed accordingly,

Item ! A, Risk factors

This Annual Report on Form 10-K contains forward-looking statements within the meaning of the "safe harbor™ provisions of the Private Securities Litigation Reform
Act of 1995. Reference is made in particular te the description of our plans and objectives for future operations, assumptions imderlying such plans and objectives and
other forward-looking statements included in this section, “ftem I Business,” “Item 7 Management’s Disctission and Analysis of Financial Condition and Results of
Operations,” and in other places in this Annual Report. Such statements may be identified by the use of forward-looking terminology such as “may”, "will”, “expect”,
“believe", “estimale”, “anticipate”, “intend", “continue™, or similar lerms, variations of such terms or the negative of such ierms. Such statements are based on
management’s current expectations and are subject to a mumber of factors and uncertainties that could cause acinal results to differ materiafly from those described in
the forward-looking statements. We expressly diselaim any obligation or undertaking to release publicly any updaies or revisions to any forward-looking statements
contained herein to reflect any change In our expectations with regard therelo or any change in evenls, conditions or circumstances on which any such statement is
based, Factors that could cause such results to differ materially from those described in the forwvard-looking statements inclide those set forth below,

Risks Relating to Qur Business:

WE HAVE A HISTORY OF LOSSES WHICH MAY CONTINUE, WHICH MAY NEGATIVELY IMPACT OUR ABILITY TO ACHIEVE OUR BUSINESS
OBJECTIVES,

We incurred net losses 0f$2,737,817 and $2,009,907 for the years ended September 30, 2009 and 2008, respectively. We cannot assize you (hat we can achisve or sustain
profitability on a quarterly or annual basis i the fiture. Our operations are subject o the risks and competition mherent in the establishment of a bushess enterprise. There can be
no assurance that fidure operations wil be profitable. Revenues and profits, ifany, will depend upon various frctors, acliding wheilier we will be able to continue expansion of our
revenue, We may not achicve our busiess objectives and the fifure to achieve such goals would have an adverse knpact on us.

OUR INDEPENDENT AUDITORS HAVE EXPRESSED SUBSTANTIAL DOUBT ABOUT OUR ABILITY TO CONTINUE AS A GOING CONCERN,
WHICH MAY HINDER QUR ABILITY TO OBTAIN FUTURE FINANCING.

In their report dated December 3, 2009, our independent auditors stated that our financial statements for the year ended September 30, 2009 were prepared assuming that we
would continue as a going concern. Crur ability to continge 8s a going concent is an ssue raked as a result of recwrring losses fom operations. We continue to experience 1t
operating losses. Qur ability to continue as a going concern § subject to owr abiliy to generate a profit and/or obtain necessary finding from outside sources, ficluding obfaining
additional fimding from the sake of our securtties, increasing saks or obtaining Yoans and grants from: various firancizt institutions where possible. Our continued net operating losses
merease the difficulty in meeting such goals and there can be no assurances that such methods witl prove successfil.
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WE HAVE A LIMITED OPERATING HISTORY AND IF WE ARE NOT SUCCESSFUL IN CONTINUING TO GROW OUR BUSINESS, THEN WE MAY
HAVYE TO SCALE BACK OR EVEN CEASE OUR ONGOING BUSINESS OPERATIONS.

We have received a limifed amount of revenues from operations and have limited assets. We have yet to generate positive eamings and there can be no assurance that we wil ever
eperate profitably. Our company has a limited operating history and nust be considered in the exploration stage. Our success is significantly dependent on a successfil acquisition,
drilling, conpletion and production program. Our operations will be subject to all he risks nherent in e establislunent ofa developing enterprise and the uncertaintics arsing from
the absence ofa significant operating history. We nay be unablk to locate recoverable resetves or operate on a profitabk basis, We are i the development stage and potential
mvestors shoukt be aware of the difticulties nommally encoimtered by enterprises i the explomtion stage. If our business plan is not successfil, and we are not able fo operate
profitably, mvestors nay lose some or all of therr mvestment in our company.

OUR BUSINESS MAY BE AFFECTED BY FACTORS OUTSIDE OF OUR CONTROL,

Our ability to ficrease sales, and to profitably distribute and sell our products and services, i subject fo a number of risks, incliding changes in our busiess refationships with owr
principal distributors, competiive risks such as the entrance of additional competitors to our markets, pricing and techuological competition, risks associted with the development
and narketing of new products and services i order to remain competitive and risks associated with changing economic eonditions and government regulation.

IF WE ARE UNABLE TO RETAIN TIIE SERVICES OF MR, KYRIAKIDES OR IF WE ARE UNABLE TO SUCCESSFULLY RECRUIT QUALIFIED
PERSONNEL HAVING EXPERIENCE IN THE OIL AND GAS INDUSTRY, WE MAY NOT BE ABLE TO CONTINUE OUR OPERATIONS,

Our success depends to a significant extent upon the continued services of Mr. Anastasios Kyrikides, our Cliief Exceutive Ofticer, Loss of the services of Mr. Kyriakides could
have a material adverse effect on our growth, revemes, and prospective busiess. In order to successfully implement and manage our business plan, we will be dependent upon,
among other things, successfilly recruiting qualificd personnel baving experience In the off and gas business. Conpetition for qualified twdividuals & intense. There canbe no
assurance that we will be able to find, atiract and retain existing employees or that we will be able to find, attract and retain qualified personuel on acceptable tems.

1¥ WE FAIL TO REMAIN CURRENT ON OUR REPORTING REQUIREMENTS, WE COULD BE, REMOVED FROM THE OTC BULLETIN BOARD
WHICH WOULD LIMIT THE ABILITY OF BROKER-DEALERS TO SELL QUR SECURITIES AND THE ABILITY OF STOCKHOLDERS TO SELL
THEIR SECURITIES IN THE SECONDARY MARKET,

Compankes trading on the OTC Bulletin Board, such as us, must be reporting ssuers wider Section 12 of the Securities Exchange Act of 1934, as amended, and snust be current in
thei' reports under Section 13, it order to mainfain price quotation privifeges on the OTC Bulktin Board. Ifwe fil to renain currest on our reporting requirements, we could be
removed from the OTC Bulletin Board. As a result, the market fiquidity for owr securities could be severely adversely affected by timiting the ability of broker-dealers to sell our
securitics and the ability of stockbolders to selt their securities in the secondary market,
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OUR COMMON STOCK IS SUBJECT TO THE "PENNY STOCK" RULES OF THE SEC AND THE TRADING MARKET IN OUR SECURITIES IS
LIMITED, WHICH MAKES TRANSACTIONS IN OUR STOCK CUMBERSOME AND MAY REDUCE THE YALUE OF AN INVESTMENT IN OUR
STOCK.

The Securiies and Exchange Commission has adopted Ruke 15g-9 which establishes the definition of 2 "penny stock,” for the purposes relevant fo us, as any equity security that has
a matket price of less than $5.00 per share or with an exercse price of kess than $5.00 per share, subject to ceriai exceptions. For any transaction iwolving 4 penny stock, wikss
exempt, the rules require:

- that a broker or deakr approve a person's accowunt for {ransactions i penny stocks; and
- the broker or dealer receive fom the investor a written agreement fo the transaction, seiting forth the dentity and quantity of the petuiy stock to be purchased.

T order to approve a person's account for transactions in penny stoeks, the broker or dealer nust:

- obtain financial information and Bivestment experknce objectives of'the person; and
- make a reasonable defermination that the transactions in penny stocks are suitable for that person and the person has sufficient knowlkedge and experience i financial
malters to be

capable of evaluating the risks of transactions in penany stocks.

The breker or dealer nuist ako deliver, prior to any fransaction in a penny stock, a disclosure schedule preseribed by the Conunkssion rehting to the penny stock market, which, in
hightight formc

- sels forth the basis on which the broker or dealer made the suitability detenmiation; and
- that the broker or dealer received a signed, wrilten agreement from the invesior prior to the transaction.

Generally, brokers may be less willing te execute fransactions in securities subject to the "penuy stock” rules. This may make & more difficult for investors to dispose of our common
stock and caise a decline in the market value of our stock,

Disclosure also has to be made about the riks of iwesting in penny stocks it both public offerings and in secondary trading and about the commissions payable to both the broker--
dealer and the registered representative, current quotations for the securities and the rights and remedics avafabk to an investor in cases of fraud in penny stock transactions,
Finally, monthly statemeits have to be sent disclosing recent price information for the penay stock held i the account and mnformmation on (he tmited market in pesny stocks.

WE HAVE NOT PAID DIVIDENDS IN THE PAST AND DO NOT EXPECT TO PAY DIVIDENDS IN THE FUTURE, ANY RETURN ON INVESTMENT
MAY BE LIMITED TO THE VALUE OF OUR COMMON STOCK.

We have never paid cash dividends on our common stock and do not anticipate paying cash dividends in the foreseeable future. The payment of dividends on our common stock
will depend on earnings, firancial condition and other business and economic fictors affecting it at such tine as the board of directors may consider relovant.

EFFORTS TO COMPLY WITH RECENTLY ENACTED CHANGES IN SECURIFIES LAWS AND REGULATIONS WILL INCREASE OUR COSTS AND
REQUIRE ADDITIONAL MANAGEMENT RESOURCES, AND WE STILL MAY FAIL TO COMPLY,

As directed by Section 404 of the Sarbanes-Oxley Act of 2002, the SEC adopted rukes requiring public companies to inchide a report of nanagement on the company’s internal
controks over financil reporting iit their annual reports on Fonn 10-X. . Inaddition, the public accounting fim auditing the company’s firancil stateinents mrst attest to and report
on management's assessment of the effectiveness of the company’s ntemal controls over financial reporting are unable to conchude that we have effective intemal confrols over
financial reporting or if our independent audifors are unable to provide us with an unqualified report as to the effectiveness of our internal controls over financial reporting as required
by Section 404 of the Sarbanes-Oxley Act 0of 2002, ivestors could Jose confidence in the reliability of our fnancial statements, which could resul ina decrease in the valie of our
securities.
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WE ISSUED A SERIES OF 12% SENIOR SECURED CONVERTIBLE DEBENTURES IN THE AGGREGATE PRINCIPAL AMOUNT OF 54,200,000, ALL
OF WHICH ARE CURRENTLY HELD BY VICIS CAPITAL MASTER FUND, AS FOLLOWS:

$1,000,000 is due on Scptember 10, 2010,
S 500,000 is due on September 10, 201,
S 600,000 is due on January 30, 2011,
§ 500,000 is due on January 39, 2011,
$ 500,000 is due on July 20, 2011, and
51,100,000 is due on September 30, 2011,

Payment on all of our secwred debentares is secured by a lien in all of ur assets. [fwe fail to repay the seenred debenfures on their respective maturity dates orif
an event of default oceues under the seewred debenture for any other reason, it may result in a material adverse effect on our operating results and financial
condition as Vicis Capital Master Fund may forcclose on our assets in an effort to be repaid amounts due under the secured debentures. Additionally, if we seek o
prepay the secwred debentures, we must pay a prepayment penalty cqual to 110% of the then outstanding principal, plus al! other amounts due.

The Billowing events constintte events of defauli imder the secured debentures held by Vicis Capital Master Fund: (i) faflure to pay any iMerest or pringipal payment when due; (ii}
filure to observe any covenant confaied in the secured debenture or the purchase agreement that we executed i connection with the ssuance of the secured debenture; (jii) the
ocelirence of an event of default by us under any other material agreement or lease; (iv) entry ofa judgment against us i excess of $150,000; and (v) the appointment ofa
receiver, the filing of bankrupiey by us, or if we otherwise become insolvent. Additionally, ifwe seek to prepay the secured debentures, we must pay a prepayment penaity equal to
110% of the then outstanding principal, plus all other amounts due. The secured debentures contain negative covenants that prohibi us ffomtaking ceriain corporate actions
without the prior writlen consent of the holder ofthe secured debentures, Vicks Capital Master Fund. We cannot take the following actions without Vicis Capital Master Funds’
consent whil the secured debentures renain owstanding: (i) incur any additionat ndebtedness or aliow any lien fo be fed against our assets, except i certai lmited istances; (i)
amend owr articks of incorporation or bylaws ina nunner that adversely effects the holder of ow secured debentures; (iif} repay, repurchase or olherwise acquire more than a de
minanis member ofshares of our comnen stock or common stock equivalents from any security holder, except in certain lanited istances; (iv) enter into any transactions with our
execulive officers, directors or affffiates; (v} increase our exeeutive officers’ salary or bonus more than 15% from what was paid In the previous year; or {vi) pay cash dividends or
distributions on any of our equity security.




Item 2, Properties
Description of properties

Our principal executive offices are located at 1100 NW 1637 Drive, Miami, Florida 33169. This eftice consits ofapproximately 1,000 square feet, which we rent for $8,975 per
month, Future minimum payments for the year ending September 30, 2010 & $107,700 . Our kease terminates August 31, 2010, This feifity &5 suitable for owr purposes and &
expected to acconmodate ow needs for the foreseeable fiture.

Interconnection Leasing Agreements

The Company will be entering into lease arrangements to provide intereonnection services in nuultiple states. “Interconnection services™ k defined in the Telecommumications Act of
1996 (the “Tekcommunications Act’™) as the linking of two telecommmmication systems so that users of either systern may wilize the system components of the other. Pursuant to the
FCC rules implementing the Telecormumications Act, we negotiate terconnection agreements with ncwibent local exchange carriers to obtain access to ficilities. Facilities kasing
occwrs where one network service provider kases the facilties ofanother network service provider to provide services fo end wsers. We currently have executed two
interconmection leasing agreeiments and are negotiating an interconnection kasmg agreement with other major hosting/bandwidth cormpanies. Our current iferconnection keasing
ngre.ements are with Quest Communications and AT&T. The agreements wlate to ficilities located or to be located i the following states:

Alabana Georgia Massachuselts New Mexico South Dakota
Arizona Idaho Minnesota New York Texas
Arkansas Hinois Montana North Carolina Utah

California Indiana Nebraska North Dakota Vernont
Conneclicut Kansas Nevada Ohio Washington DC
Delaware Kentucky New fersey Oregont Washington
Florida Maryland New York Pennsylvania Wisconsin

The agreements will grant us Iterconnection keasing rights in all thirty five states in which we have obtained or are pursuing a CLEC ticense. If'we enter new markets, we expect o
esteblish interconnection agreements with meumbent local exchange carriers on an individual state bask, as the need arises.

Ttem 3. Legal Proceedings
From time to tine, we nny become mvolved it various lawsuits and legal proceedings, which arise in the ordinary course of busiess. However, litigation is subject to mherent
uncertaintics, and an adverse result n these or ofher matters may arie ffom time to tave that may harm #ts business. We are currently not awate of any such legal proceedings or

chaims that they believe will have, individually or in the aggregate, a material adverse affect on s business, fimncial condition or operating results.

Ttem 4, Submission Of Matters To a Yete of Security Holders

None.




Part 11
Ttem 5. Market for registrant’s common equity, related stockholder matters and issuer purchases of equity
Our common stack has been quoted on the OTC Butketin Board under the symbol “NTLK " siice September 15, 2009 . The following table sets fortiy, for the periods indicated,

the high and low bid prices of our conunon stock. These prices reflect inter-dealer prices, without retail mark-up, mark-down or commision, and nay not represent actual
fransactions.

Piscal Year 2008
High Low
First Quarter N/A N/A
Second Quarer N/A N/A
Third Quarter $1.50 $0.70
Fourth Quarter (through December 14, 2009) $1.20 $0.20

Dividends

We have never paid cash dividends on our capitai stock and do not anticipate paying any cash dividends with respect to those securities i the foreseeable fiture. Our ciarent
business plan & to retain fiture camings to fiance the expansion and developnent of our business, Any fiture determination to pay cash dividends will be at the sole discretion of
the Beard of Drirectors and will be dependent upon our financial condition, resulis of operations, capital requirements and other factors, as our Board of Directors may deem
refevant at that time. Our Board of Directors has the right to authorize the Bsuance of preferred stock, without further sharcholder approval, the holders of which may have
preferences over the holders of the comimon stock as to the payment of dividends.

Holders

As qf September 30, 2009, there were 56 reghtered holders or persons otherwise entitled fo hold our common stock. The number ofrecord holders was determined fom the
records of our transfer agent and does not include beneficil owners of comnon stock whose shares are held i the names of various security brokers, dealers, and regitered
clearing ageicics. The ransfer agent of our conmon stock is Fidelity Transfer.

Outstanding options, warrants and convertible securities

As of September 30, 2009, there were 22,059,712 shares of our comimon stock subject 1o owtstanding Series A Common Stock Purchase Warrants, Series B Conxnon Stock
Purchase Warrants, Series C Conimon Stock Purchase Warrants and Series BD Common Stock Purchase Warrangs.

As of September 30, 2009, there were 16,800,000 shares of owr common stock issuable upon conversion af our 12% Senior Secured Convertible Debentures. The aggregate fice
value amonnt outstand ng under our 12% Senjor Secured Convertible Debentures & $4,200,000. The Debentures convert into shares of our common stock at the option of the
holder at $8.25 per share. Interest payments are due quarterly, The Debentures ako contain filt ratchet ant-diution price protection.
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Securities Authorized for Issuance Under Equity Compensation Plans

The following table sets forth eertai mbHmnation about the common stock that may be Bsued upon the exercise of options under the equity compensation plans as of September 30,
2009.

EQUITY COMPENSATION PLAN INFORMATION

Nunber of securities
Number ofsecurities renaiming available for
to be issued upon Weighted average fitre issuance under equity
exercie of exercise price of conpensation plans
outstanding options, outstanding options, (exchiding securities
Pl category warrants and rights warrants and rights reflected m colunn {a)
{a) b {e)
Equity compensation plans approved by security holders (- -0- -0-
Equity conpensation plans not approved by security holders -0- -0- -{-
Total -0- 0~ -0-

Recent Sales of Unregistered Secuzities
Unless otherwise noted, the ssuances noted below are all considered exenpt fom registration by reason of Section 4(2) of the Securities Act of 1933, as anended,
Share-based payments employees and consultants:

On September 10, 2008, we issued 6,000,000 shares of common stock to our new management team in commection with the Interfink Asset Group acquisition (see Note 4}, These
shares are compensatory in nature and are filly vested. We have vahied the shares at $0.25, consistent with fair value measurements wsed elsewhere i1 our accounting.

Oflicer Shares
Anastasios Kyrizkides, CEO 2,100,000
Nicholas Kyriakides 600,000
Kenpelh Hoskld, EVP 1,100,000
Leo Manzewitsch, CTO 1,100,000
Guillermo Rodriguez, CFQ 1,100,000

6,600,000




Share-based payment for goods and services to non-employecs:

Daring the year ended September 30, 2008, we ssued 2,150,000 shares of common stock to non-enployees for goods and services.

Comsultant/Provider Shares

FAMALOM, LLC 450,000
Decembra Dimond 360,000
John Clarke 106,600
Deadalus Consulting, Inc. 90,600
Ron Roule 1,000,000
iseal Aponte 150,060

2,150,600

On ju]y 9, 2009, we issued 1,000,000 shares ofour conmimon stock fo non-employees for goods and services.

Consultant/Provider Shares
Omni Relant 1,600,000
Item 6, Selccted Financial Data,

As a snalkr reporting company, we are not required fo nclude disclosure pursuant to this Teen,

Iten.i 7. Management’s Discussion and Analysis of Financial Condition and Results of Operatious

This discussion and analysis of our financial condition and results of operations contains forward-looking  statements that involve risks and uncertainties, We have based thiese
frward-looking statements on our current expectations and projections of fiture events. However, owr actual results could differ materially from those discussed herein as a result
ofthe risks that we face, ichiding but not linited to those risks stated in "Risk Factors," or faulty assunptions on our part. In addition, the following discussion should be read i
conjunction with the audited financial statements and the related notes thereto included ckewhere in this Annual Report,

Background

Prior to September 10, 2008, we were engaged in the development ofadvertsing services and strategies. On September 10, 2008, our management and Board of Directors
commitied to the discontinuance and disposal of our advertiing business. We disposed of this asset to be able to concentrate our efforts exclusively on the deployment ofthe
TK6000 Product Offering. We concluded that the advertising business constduted & component ofour busiess and have presented the unit in the accompanying financial
statements on the basis that (a) the operations and cash flows of the component have been eliminated from owr ongoing operations as a result of the disposal transaction and (b) we
have 1o significant contiuing invelvement i the operations ofthe component after the disposal transaction. G September 10, 2008, we sold the advertsing business resulting in a
gain on sale of $168,083.

Liguidity and Capital Resources

We lave prepared our financial statements as & going concern. However, we are engaged in developing our network nffastructure and new produets and services. During the year
ended September 30, 2009 and 2008, we generated net Josses 0f$2,737,817 and $2,000,907, respectively. We used cash in our operations it the amownts of $1,715,260 during
year ended September 30, 2009 and $110,508 for the period ended Septenber 30, 2008, Owr management & currently addressig these conditions and trends, as our executive
management tean has rased $3,100,000 and $1,100,000 during fiscal year September 30, 2009 and 2008, respectively, it convertible debentures and warrants firancing.

As of September 306, 2009, we had cash on hand of $1,007,366,
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September 30, September 30,

Statement of cash flow data: 2009 2008
+  Netcash provided (used) 1 operating activities (1,715,260) (110,508)
Net cash provided (used) in hwesting activities (70,535) 534,112
Net cash provided (used) i financing activities 2,453,700 -
Net cash provided (used) discontinued operations - (80,311)

Our fargest operating expenditures cusrently consist of the following items: $14,500 per month on kasing our corporate office space and network operational center (NOC) and
inchudes our base rent and assochted wtility expenses and $62,000 per month on payroll We do not anticipate that onr kasing costs will change during the next 12 months,

Our current Jong term business plan contemplates acquiring the ongoing business of related companies, either through asset acquisitions, consolidations or nxrgers,
We currently have the following outstanding warrants:

¢ Series A Common Stock Purchase Warrants outstanding entiing the holders te purchase up to an aggregate of 3,099,712 shares of our conminon stock at an exereise
price of $0.25 per share;

e  Series B Common Stock Purchase Warrants outstanding entitling the holders to purchase up to an aggregate of 6,000,000 shares of our common stock at an oxercie
price of $0.50 per share;

e  Serics C Common Stock Purchase Warsatits entitling the holders to purchase up 1o an aggregate of 10,800,000 shares of our comumon stock at an exerce price of
$0.50 per share;

®  Serks BD Common Stock Purchase Warrants entitling the holders to purchase up to anaggregate of 1,080,000 shares of our common stock at an exercise price of
$0.50 per share; and

e Seris BD Comeon Stock Purchase Warrants entitling the holders to purchase up to an aggregate of 1,080,000 shares of our comumon stock at an exercise price of
$0.25 per share.

Ifthe holders of our Series A, B, C and BD Conmnon Stock Purchase Warranis exvercise these warrants, we will receive aggregate proceeds of $12,574,036. However, we cainot
provide any assurance that the Series A Cominpon Stock Purchase Wairants, the Series B Comanon Stock Purchase Warmants, Series C Common Stock Purchase Wareants or
Series BD Commoen Stock Purchase Warrants will be exercised.

»

Bormowing Airangements

12% Senior Secured Convertible Debentures

We bsued a series of 12% Senior Secured Convertible Debentures in the aggregate principal amount of $4,200,000, alt of which are currently lield by Vicis Capital Master Fund,
as follows:

s 51,000,000 & due on Seplember 190, 2010,
‘e $ 500,000 5 duc on September 14, 2010,

e § 600,000 & due on January 30, 2011,

e $ 500,000 5 due on January 30, 2011,

e 5 500,000 & due onJuly 20, 2011 and

»  $1,100,000 & due on September 30, 2011,

Each debenture bears interest on the principal amount outstanding and unpaid from time to time at a rate of 12%% per annum from the date of ssuance i paid in fill. The
debentures convert info shares of our common stock at the option of the holder at $0.25 per share, The debentures are secured by a lien it all our assets.

The bllowing constitute events of default under the secured debenfures held by Vicis Capial Master Fund: (i) fafure to pay any inferest or principal payment when due; (i} failure to
observe a1y covenant contained in the secured debenture or the purchase agreement that we executed i connection with the issuance of the secured debenture; (iil) the occurrence
ofan event of default by us under any ofher naterif agreement or kease; (iv) entry of'a judgment against us in excess of $150,000; and {v) the appointiment of 2 receiver, the filng of
bankruptey by us, or if we otherwise becoms insolvent. Additionally, if we seck to prepay the secured debentures, we must pay a prepaznent penally equalto [10% ofthe then
outstanding principal, plus all other amounts due,
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The debentures contain full ratchet anti dilution price protection. The secured debentures contain negative covenants that prohibit us fiom taking certain corporate actions without
the prior wrilten consent of the holder of the secured debentures, Vicss Capital Master Fund, We camot take the following actions without Vick Capital Master Funds’ consent
whilg the secured debentures remain outstanding: (i) iwcw any addiional mdebtedness or allow any lien (o be filed agahst ot asses, except i certah limited mstances; (i) amend
our articles of incorporation or bylaws ina mamner that adversely effects the holder of our secured debentures; (iif} repay, repurchase or otherwise acquire more than & de minimis
number of shares of our conynon stock or conmion stock equivakents from any securily holder, except in certamn mited instances; (iv) enter into any transactions with our executive
officers, directors or aflifiates; (v} increase our executive officers’ salary or bonus more than 15% front what was paid i the previous year; or (vi) pay cash dividends or
distributions on any of our equity security. We are currently in compliance with all restrictive covenans.

Results of Operations
Comparison - fiscal years ended September 30, 2009 and 2008

Revenues: Our operating iicome amounted to $115,571 for the fiscal year ended Septenber 30, 2009 as compared to $0 for comparable period 2008. The icrease i revenues
relates to establishing our operating architecture and commencing revenue producing activities,

Cost of sales: Our cost of sales amounted to $118,563 for the fiscal year ended September 30, 2009 as compared to $0 for comparable period 2008, The increase in cost of
sales reltes to establishing our operating architectural and comrencing revenue producing activities.

Advertising: Ow advertising expenses amounted to $444,249 for fiscal year ended September 30, 2009 as compared to $0 for comparabk period 2008. The breakdown of
our advertising expense & as follows:

September 30,

. 2009 2008
Informercial’production tine $ 350,000 3 -
Medi and others 94249 -
Totat $ 444249 § -

Compensation and Benefits: Ow compensation and benefits expense amounted to $446,807 for fical year ended September 30, 2009 as compared to $1,544,701for the
period ended September 30, 2008. This amownt represents normal salaries and wages paid to management members and employees. During September 36, 2008, we made
payments to ofticers i e amount of $1,500,000 reported as share-based compensation,

Professional Fees: Our professional fees amomted (o $294,425 for the Tical year ended September 30, 2009 as compared 10 $562,500 for the period ended September 30,
2008. This amount nchides normal payments and acciuals for kgal, accounting and other professional services.

Depreciation and Amortization: Depreciation and amortization amounted to $358,244 for the fiscal year ended September 30, 2009 as compared to $14,6235 for the period
cnded September 30, 2008, These amounts represent amortization of ow long-lived tangible and intangible assets using straight-line methods and lives conmensurate with the
assets’ remaming utilty. Our long-lived assets, beth tangible and intangible, are subject to annual impaiment reviow, or more frequently i eircumstances so wamrant. During the fiscal
year ended September 30 2009, we did not cakeulate or record impairment charges. However, negative trends in our business and our inability to mect our projected fitture results
could give rise to Enpainnent charges m fiture periods.
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Research and Development and Software Costs

We expense research and development expenses, as these costs are incwred, We aceownt for our offering-related sofiware developient costs as costs newrred niternally in
creating a computer sofiware product and are charged to expense when incurred as research and development until technological feasibility has been establshed for the product.
TFechnologieal feasibilty & established upon compketion of a deta® program desizn or, it its absence, completion ofa working model At ths tave owr main product TK6000 &
being seld in the market place. Therefore, research and development cost reported in our fitancil statements relates to pre — marketing cost and are expensed accordigly,

Components of Research and development: September 30, 2009 September 30, 2008

Product development and engineering § 201436 § -
Payroll and benefits 212,998 -
Total 3 414434 % -

.

Generl and Administrative Expenses, General and administrative expenses amownted (o $383,659 for the fiscal year ended September 30, 2009 as compared to $49,737for
the period ended September 30, 2008 and consisted of gencral corporate expenses and cerlait other start up expenses. General corporate expenses inchided $165,716 in
occupancy costs for the fiscal year ended September 30, 2009 and $43,753 for same the period ended September 30, 2008. We have experienced a recent increass in our
general and administrative costs primarily because of professional accounting and legal fees incurred in connection with the preparation and filing of owr registration statement on
Form §-1. We believe that these increased costs are associated with our eftorts te becoms a public company. However, our administrative and overall general costs will continue
fo remain high now that our registration staternent has been declared effective. Our costs associated with legal and accounting fees will remain higher than historical amotints
becawse, as & reporiig company, we are required to comply with the reporting requirements of the Secwrities and Exchange Act of 1934. This mvolves the preparation and filng of
Ihe quarterly and annual reports required under the Exchange Act as well as the other flling requirernents found in that Act.

We will also meur additional expenses associated with the services provided by our transfer agent. In addition, to the work we arc presently doing, we will need to focus our fime
and energy to complying with the Exchange Act, This will detract from our abiliy and efforts to develop and market our preducts and services. We anticipate imcurring these

additional expenses related to being a public company without receiving a substantial ierease i revenues associted with this undertaking.

Our generaland admini trative expenses for the fiscal year ended September 30, 2009 and 2008 are nade up of the following itemns:

Itens September 30, 2009 September 30, 2008

Rent and occupancy b 165,716 $ 43753
Taxes and licenses 99,903 -
Tektomnymication 13,660 -
Travel 18,277 -
Other 86,104 5,984
Total $ 383659 § 49,737

Interest Expense: Interest expense anounted to $533,171 for the fiscal year ended September 30, 2009 as conpared to $25,470 for the period ended September 30, 2008.
Such amount represented (i) stipilated interest under our apgregate $4,200,000 face value convertible debentures, (if) the related amortization of premiurs and discownts (iif) the
ampriization of deferred finance costs. Aggregate premiums contintie to be credited to interest expense over the term of the debentures using the effective interest method.
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Dexjvative Income ¢ Derivative income amounted to $128,646 for the fiscal year ended September 30, 2009 as compared to $(7,800) for the period ended September 30,
2008, Such amount represents the change in fair value of liablity-chssified warrants, Derivative financial instouments are carried as liabilities, at fair valie, in our fnancial statements
witl changes reflected i come. In addition to the liability-clhssified warrants, we ako have certain compound derivative financia] nsinmee nts related to our $4,200,000 fice value
convertible debentures that had de minimos values. We are required to adjust our warrant and conpound derivatives to fair value at cach reporting period. The fair vahe of our
warrant derivative & largely based upon fluctuations in the fair value of our common stock. The fair vatue ofour compound derivative & largely based upon estimtes of cash flow
arising fromthe derivative and credit-risk adjusted mterest rates. Accordingly, the volatility in these underlying valuation assumptions will have fitire effects on our eamings,

Discontinued Operations; Income from discontined operations amounted to $186,128 for the fiscal year ended September 30, 2008. Incon: from discontied operations
during 2008 & net of $168,083 related to the gain on sale of assets and $18,045 relaled to a gain on debt Hrgiveness ofan unrelated third-party:. Prior fo its discontinuance, the
forner advertising business was a non-revenue producing development stage enterprise. Diring these periods, the discontiued business incurred conpensation and general
admtistrative costs. We have no confiuing iwvolvement with that business.

Net Loss, The net loss amounted to $2,737,817 for the fiscal year ended September 30, 2009, as compared to a net loss of $2,009,907 for the period ended September 30,
2008. The increase in net loss i primarily due to start up expenses assochied with new enterprise and compliance with regulatory requirements from the Securiy and Exchange
Commission.

Net Loss Per Common Share: Basic loss per conmion share represents our net foss divided by the weighted average number of comumon shares outstanding during the period.
Diltted loss per common share gives effect to all potentially dilutive securities. We compute the effects on diuted loss per comemon share arising from warrants and options using the
treasury stock nethod. Applymg this method, 22,059,712 shares indexed to warrants were exchided from our computation because the effeet was anti-dilutive. We computed the
effects on difuted loss per comunon share arising from convertible securities using the i converted method. The effects, if anti-dilutive are excluded. Applying this method,
16,800,000 shares indexed to our converiibk debentures were excluded from our computation because the efiect was anti-diltive.

Quarteriy resuits of operations

The following tabk presents our quarterly statement ofoperations. We derived the information from our unaudited financial statements which we believe lave been prepared on
the same basis as our audited financial statements. The operating results n any quarter are not necessarily irdicative of the results that may be expected for any fiture period.

Dec. 31, 2008 March 31, 2009 June 30, 2009 Sept. 30, 2009

Staterment of operation data (unaudited);

Operating revenues:
Product sales 3 - 8 - - 3 115,571
. Ofher - - .
Operating expenses:
Product cost of sales - - - 118,563
General, adminstrative and other 358,185 293,552 423,698 908,139
Bepreciation and amoriization 66,724 66,835 134264 90,421
Loss Fom operations 424,909 360,387 557,962 1,001,551
Net loss $ 408579 § 371,666 780,734 & 1,167,838
Net boss per common share;
Basic and dikited $ 005 % 0.04 009 % 0.13
Weighted - average conunon shares:
> Bask and dilded 8,749,800 8,749,800 8,749,800 9,015,553
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Contractuai obligations

We lease owr principal office space under an operating lease agreement. Rent and associted occupancy expenses for the fiscal year ended September 30, 2009 was $165,716
and for the period ended September 30, 2008 was $43,753. Mntmum non -- cancelizble fiiture kase payments as of September 30, 2009, are as follows:

& Year crded Septenber 30, 2010 $107,700
We have warrants owtstanding to purchiase 22,059,712 shares of our common stock,
Off;Balance Sheet Anangements
None
Critical Accounting Policies and estimates
Onr accounting policies are discussed and sunwnarized i Note 1 to our financial statements. The following describes owr critical accounting policies and estinntes.
Critical Accounting Policies

Thefnancial nfbrmation contained i our comparative results ofoperations and liquidity disclosures has been derived from our financiat statements. The preparation of those
fmancial statements in conformity with generally accepted acconnting principles requires management to make estimates and assumptions that affect the amounts reported i the
financil statements and notes, The following significant estimates were made in the preparation of our financial statements and should be considered when reading our
Management's Discussion and Analysis:

¢ Tmpaiment of Long-lived Assets: Our teleconumatications equipment, other property aud itanghble assets are material to our fisancial statenents, Further, they are
subject to the potential negative effects arking fom technological obsokescence. We evaluate our tangble and definite-lived intangible assets for inpairment annually or
nore frequently in the presence ofcircumistances or trends {hat may be mdicators of impaimment. Our evaluation is a two step process. The first step & to compare our
uidiscounted cash flows, as projected over the remmaiming wsefiil lives of the assets, to their respective canying values, In the event that the camying values are not
recovered by future undiscounted cash flows, as a second step, we compare the carrying values 1o the related fair values and, if lower, record an mpaiment
. adjustment. For purposes of fair value, we generally use replacement costs for tangible fixed assets and discounted eash flows, using risk-adjusted discount rates, for
intangibe assets. These eslimates are made by competent erployees, using the best availabk information, under the direct supervision of our management.

e [mangble assets: Our mtangible assets require vs to make subjective estimates about our fiture operations and cash flows so that we can evalate the recoverability of
such assets. These estimates consider avatable nformation and market Tndicators mcluding our operational history, our expected contract performance, and changes in
the industries that we serve,

o Slare-based payment amangements; We currently mtend to ssue share-indexed payments in fiire periods to employees and non-employees. There are many valuation
teclmiques, such as Black-Scholes-Merton valuation model that we may use fo vake share-indexed contracts, such as warrants and options. All such fechniques will
require certain assunyptions that require us to develop forward-looking information as well as historical trends. For purposes of historical trends, we may need to ook to

. peer groups of companies and the selection of such groups of companies i highly subjective.

e  Commonstock vahation: Estimating the fair value of our comynon stock i necessary in the preparation of computations related to acquisition, share-based payment and
financing fransactions, We believe that the most appropriate and reliable basis for common stock vakie is trading market prices in an active market.

e Derjvative Financial Instruments: We generally do not use derivative financial instraments to hedge exposures to cash-flow, market or foreig-currency risks. However,
we have entered info certain other financial instruments and contracts, such as our secured convertible debenture and warrant finaneing arrangenents that are either (i)
not afforded equity clssification, (i) embody riks not clearly and closely related to host contracts, or (iily nay be net-cash settled by the counterparty, We are required
to carried as derivalive Tabilities, at fair value, i our financial staterents. The fiir value of share-indexed derivatives will be significantly influenced by the fair value of
our common stock (see Comimon Stock Valuation, above), Ceitain other ekments of forward-type derivatives are significantly influenced by credit-adjusted interest
rates used in cash-flow analyss, Since we are required to carry derivative financial mstruments at fir value and make adjustments through eamings, our fiture
profitability will reflect the mfluences arising from changes in our stock price, changes in interest rates, and changes i our credit standing.
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Revenue recognition
Operating revenue consist of custoner equipment sakes of our mai product TK 6000, teleconmnunication service revenues, shipping and handiing revenues.

Most alt of our operating Feventies are generated fom the sale of customer equipment of owr main product the TK6000. We ake derive service revenues from per minite fees for
mternationat calls, Our operating revenue 5 filly recognized at the time of our custoner equipment sale. The device provides for Ef time service (over the lif of the
device/equipment). Our equipment i able to operate within cur network/platform or over any other network/platform. There i no need for icome allocation between our device
and life time service provided. The fult ntrinsic value of the sale i allocated 1o the device, Therefore, we recognized t00% ofrevenue at tine of customer equipment sak and do
1o aflocate any incon fo life thne service provided. Shipping and handling & also recognized at time of sale. Intemational calls are bilied as earned from our

customers. Intemational calls are prepaid and customers account i debited as minutes are used and eamed.

Inventory

Inventory consists of the cost of customer equipment and & stated at the lower of cost or market. At the present time we do not provide for inventory allowance — we have not
experienced any retuns ffom customers, As we continue to sell our product we will evaluate the need for such an allowance.

September 30,
Inventory 2009 2008
Productive nuterial and supplics $ 1353 § .
Finished products 74,174 -
Total $ 117,712 .

During the year ended September 30, 2009 and 2008, in accordance with onr lower of cost or market analyses we did not recorded any lower of cost or narket adfustiments to
owr finished goods mventories.

Income taxes

We recopnized deferred taxes for the expected tax consequences oftemporary differences between the tax bases of asscts and liabilitics and thelr reported amounts using tax rates
i effect for the vear since the differences are expected fo reverse. We have recorded a vatuation allowance on the asswmption that we will ot have any fiture taxable income.

Net operating loss carry-forwards

As of September 30, 2009, we had net operating loss camy-forwards for US fderal and state tax purposes expiring at various times from years 2023 and 2024,
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Recent accounting pronouncemenfs

In Jure 2009, The Firancia Aceounting Standard Board (“FASB™ &sued Accounting Standards Update No, 2009-01, Generally Accepted Accounting Principles, which
establishes FASB Accowniing Standards Codification (“the Codification”) as the official single source of authoriative 1. S, GAAP. Al existing accomunting standards are
superseded, All other accommiting guidence not inchuled in the Codification will be considered non — awthoritative. The Codification ako includes all relevant SEC guidance
organzed sing the same fopical siructure in separate sections within the Codification.

Following the Codification, the FASB will ot &sue standards i the form of Staterments, FASB Staff Positions or Emerging Issues Task Force Abstracts. Instead it will Ssue
Accounting Standards Updates (“ASU™) which will serve to update the Codification, provide background mfornation about the guidance and provide the basis for conchisions on
the changes to the Codification.

The Codification i nof ntended {0 change GAAP, but # will change the way GAAP & organized and presented, The Codification & effective for our fiscat year ended September
30, 2009 financial statements and the principal impact on owr financial staterents is limiled to disclosures, as all fiture references to audhoritative accounting literature will be
referenced m accordance with the Codification.

In December 2007, the FASB revised the authoritative guidance for business combinations. This guidance establishes principles and requirements for how the acquirer in 2 business
combmation recognizes and measures i s financial statenents the identifiable assets acquired, the labilities asswned and any non — controlling interest in the acquiree. This
guidance changes the accounting for business combinations in a munber ofareas, including the treatment of contingent consideration, pre- acquisition contingencies, fransaction costs
and restructuring costs. Tn addition , under the new guidance, changes in the acquired entity*s deferred tax assets and wicertain tax positions after the measurement period will
impact mcome tax expense. This guidance was effective for fiscal year begning on or afer December 15, 2008 and requires tie mnediate expensing of acquisition related costs
associated with acquisitions completed after December 31, 2008. Adoption of this guklance on October §, 2009 had no impact on our resulls of operations, and fiancil

position. However, we expect this guidance will affect acquisifions nade thereafier, though the anpact will depend upon the size and nature of the acquisition.

In March 2008, the FASB issued authoriative guidance on disclosires ahout derivative instruments and hedging activities. This guidance addresses enhanced disclosure concemning
(a) the manner i which an entily uses derivatives (and the reasons & vses them), (b) the manner in which derivatives and related hedged itens are accounted for and (¢) the offtcts
that derivalives and related hedged iens have on an entity’s financial position, financial performance, and cash flows. This guidance was effective for financirl statements Ssued for
fiscal years and miterin periods begmning on or after Novenber 15, 2008, Adoption of this guilance did not have a material dnpact on-our financis! position o results of
operations.

In Jute 2008, the FASB issued authoritative guidance on the freatment of participating securities it the cakoulation of eamings per shares (“EPS™). This guidance addresses whether
mstruments granfed in share — based payment transactions are parlicipating securities prior to vesting and, therefore, need to be included i the eamings allocation in computing EPS
wder the two - class method, This guidance was effective for fiscal years beginning on or afler December 15, 2008. Adoption of this guidance did not have & material inpact on
our reseits of operations and financial position, or on basic or dilwled ESP.

TIn Aprit 2009, the FASB issued authoritative guidance on interim disclosures about fair value of financial mstruments. This guidance requires diselosures about fair value of fnaucial
instruments for interim reporting periods as well as in annual financial statements for inferim periods ending after June 15, 2009. Adoption of this guidance had no eflect on our

results of operations of fnancial conditions.
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In May 2609, the FASB ksued authoritative guidance on subsequent events. This guidance establishes general standards of accounting for and disclosure of events that occur affer
the balauce sheet date but before financial statenents are Bsued or are available to be issued. This guidance is effective for interim or ansual fnancil periods ending after June 15,
2009. Adoption of this gnidance did not have an impact on our results ofoperations or fnancil position.

In August 2009, the FASB updated its authoritative guidance on fafr value measurement and disclosures. This update provides amendments to reduce petential ambiguity &1 financial
reporiing when measuring the fiir value of linbilities, Among other provisions, this update provides clarification that i circurnstances in which a quoted price i an active market for
the identical hability is not avaiable, a reporiing entity & required to measure fatr value wing one or more of the valuation techniques described in ASC Update 2009 - 05. ASC
Update 2009 — 05 will beconx effective for our quarter financial statements at December 31, 2009, 'We have not yet determined the inpact that this update may have on owr
financal statements.

Item 7A. Quantitative and Qualitative Disclosures About Market Risk

We are a sialier reporting company as defited by Rule 12b-2 of the Securities Exchange Act of 1934 and, as such, are not required to provide the mfonmation under this item.
Item 8, Financial Statement and Supple mentary Data

The fisancial statements begin on Page F-1.

Hem 9, Changes In and Disagrecments With Accountants On Accounting and Financial Disclosure

None.

Ttem 9A(T). Controls and Proceduies

Disclosure controls

We maintain “disclosure controk and procedures,” as such term & defined in Rules 13a-15(e) and 15d- 15(¢) wnder the Securities Exchange Act of 1934 (the “Exchange Act”), that
are designed to ensure that infommntion required to be disclosed by us i reports that we file or submit wnder the Exchange Act is recorded, processed, swnmarized, and reported
within the time periods specificd in Securities and Exchange Commission rules and foms, and that such information & accumulated and conununkeated to our nanagement, including
our Chief Executive Officer and Chief Financial Officer, as appropriate, to allow timely deckions regarding required disclosure. In designing and evaluating our disclosurs controls
and procedures, managemen recognized that disclosure controks and procedures, no maiter how well conceived and operated, can provide only reasonable, niot absolute,
assurance that the objectives ofthe disclosure conirek and procedures are met. Additionally, in designing disclosure controls and procedures, our management necessardly was
required to apply its judgment in evafuating the cost-benefk relationship of possiblke discloswre controls and procedures. The design of any disclosure controks and procedures ako is
based i part upon certain assumptions about the likelihwod of fitture events, and there can be no assurance that any design will succeed i achieving its stated goals under all

potental future conditions.
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As of September 30, 2009, we carried out an evaluation, under the supervision and with the participation of our Chief Executive Officer and Chisf Financiaf Ofticer, of'the
eftectiveness of the design and operation of our disclosire controls and procedures. Based on thi evahtion, ow Chief Executive Officer and Chief Financial Officer concluded that
our disclosure controls and procedires were not effective i ensuring that information required to be disclosed by us i our periodic reports is recorded, processed, sunmuarized and
reported, within the time periods specified for each report and that such information & accunmlated and conmumicated to our management, inchding our principal executive and
principal financial ofticers, or persons performing similar finctions, as appropriate to allow timely decisions regarding required disclosure.

In ¢cdnnection with the assessment described above, management dentified the following control defickncies that represent material weaknesses at September 30, 2009:

. Due to the Company’s limited resowrces, the Company las bsufficknt personnel resovrces and technicat accounting and reporting expertise to properly address all of
the accownting matters inherent n the Company’s fimancial transactions. The Company does not have a formal audi commitee, and the Board does nof have a
financial expert, thus the Company lacks the board oversight role within the financiat reporting process.

. The Conpany’s small size and “one-person” office prohibiis the segregation of duties and the timely review ofaccounts payable, expense reporting and inventory
management and bank ing information.

Ouwr Chief Exeeutive Officer and Chief Financial Oflicer are i the process of detemining fiow best to change our current systemand mplement a more effective systent to hisure
that information required to be diclosed i this anmal report on Form 10-X has been recorded, processed, summarized and reported accurately. Our nanagement acknowledges
the existence ofthis problem, and mtends to developed procedures to address them to the extent possible given fmitations in financial and manpower resources,  Whike
management i working on a phn, no assurance can be made at this point that the mpkmentation of such contros and procedures will be conmpleted iy a tanely manner or that they
will be adequate once implenented. Faitire to develop adequate mtemal controt and hiring of quatified accounting personnel may result in a “maternf weakness™ in the Company’s
mternal control refating o the above activitis.

Management report o1 internal control over financial reporting

Our'managerent is responsibk for establishing and maintaining adequate ilernal control over fnancg reporling for our conpany. Internal control over fnancil reporting &
defined i Ruks 13a — E5(fand 15d — 15(f) of the Securities and Exchange Act of 1934 as & process designed by or under the supervision of owr principal executive and principal
financial officer and effected by board of directors, management and other personnel, fo provide reasonable asswrance regardig the reliability of financial reporting and the
preparation of financial statements for external purposes in accordance with generally accepted accounting principles and cludes those policies and procedures that;

Pertain to the mamtenance of records that in reasonable detail accurately and fairly reflect the transactions and disposition of assets of the company;
Provide reasonable assurance that transactions are recorded as necessary fo permit preparation of financiil statements ft accordance with generally
accepted accounting principles, and that receipts and expenditures are being nade only in accordance with avthorations of our management and directors;

and
¢  Provie reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use or disposition of company’s assets that could have a
. material efiect on the financial statements.
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Because of the inherent linitations, mternal control over foancial reporting imay not detect or prevent misstatements.  Projections of any evaluation of effectiveness to fiture periods
are subject to the risk that controls nray become madequate beeause of changes in conditions, or that the degree of compliance with the policies or procedures nay deteriorate.

Our management assessed the effectivencss of our infernal control over financid reporting as of September 30, 2009. In making this assessment, our management used the criteria
set forth by the Committee of Sponsoring Organizations of the Treadway Commission (COS0O) it internal control - mtegrated framework. Based on our assessment, management
concluded that as of September 30, 2009, our internal control over financial reporting & not effective based on those eriteria.

In connection with the assessment described above, management dentified the Blowing control defickncies that represent material weaknesses at September 30, 2009

¢ Due to the Company’s limited resources, the Company has insuflicknt personnel resowrces and technical accounting and reporting expertise to properly address all of'the
accountng natters inherent i the Company’s financial fransactions. The Company does not have a formal audit committee, and the Board does not have a fnancil
expert, thus the Company heks the board oversight role within the fnancial reporting process.

e The Company’s small size and “one-person” ofice prohibits the segregation of duties and the timely review ofaccounts payable, expense reporting and mventory
: management and bank ing mfdrmation,

Ouwr Chief Execitive Otficer and Chief Financial Officer are in the process of deternmining how best to change owr current system and implement a more effective system to insure
that information required to be disclosed in this annval report on Form 10-K has been recorded, processed, summarized and reported accurately. Owr management acknowlkdges
the existence of this problem, and intends to developed procedures to address them to the extent possible given limitations i financiat and manpower resources.  Whiks
managenent 5 working on a plan, no asswrance can be made at this point that the implemantation of such controls and procedures will be completed ina tinely 1manser or that they
will be adequate once implenented. Failure to develop adequate interal control and hiring of qualified accounting persomel may result ina “material weakness™ in the Conpany’s
mtemat control refating fo the above activities.

This ammual report does not include an attestation report of the company’s registered public accownting fiim regarding infernal control over financiat reporting. Management’s report
wisa10f subject to attesiation by the company’s reghtered public accounting firim pursuant to temporary rules of the Securities and Exchange Commission.

Changes in Internal Controls,

During the three months ended Septeniber 30, 2009, there were 1o changes i our itermal control over fnancikt reporting identified i connection with the evaluation required by
paragraph (f} of Rule 13a- 15 or Rule 15d-15 that has materially affected, or & reasonably likely to materially affect, our nternal control over financial reporting.

Item 9 B. Other Information
Noune.

Part HI
Item 1. Direetors, executive officers and corporate governance

The following tabks sets forth certain information with respect to each ofour directors, executive officers and key employees as of Septermber 30, 2009. Their ages, positions, dates
ofitial election or appointinent, and the expiration of their terns are as fllows:

Name Age Pasition Period served

Anadasios Kyriakides 61 Ditector, Chief Executive Officer, Secretary Sept. 2008 to present
Kemeth A. Hosfeld 58 Director, Executive Vice President Sept. 2008 to present
Guillerime Rodriguez 61 Director, Chief Financial Oflicer Sept. 2008 to present
Leo Manzewitsch 46 Director, Chisf Technical Oficer Sept. 2008 to present

Unless expressly indicated in the above table, each director and ofticer will serve in these capacitics untit thelr successors are duly ckected, qualificd and seated i accordance with
the Company’s Articles of Incorporation and Bylaws.
' 28




Background of Executive Officers and Directors

Anastasios Kyriakides, Director, Chief Executive Officer, Secretary. Mr. Kyriakides has served as a member of the Company’s board of directors and as the Commpany’s
Chief Exceutive Officer and Secretary siice September 2008. Mr. Kyriakides received a Bachelor of Scietice in business o Florida International University it 1975, In 1977,
he réceived a degree n investment banking flom the American Institute of Banking. From 1979 wntit present, Mr. Kyriakides has consulted for numerous companies in the areas
of shipping, travel, banking and electronics. Mr. Kyrizkides began his career i the electronics development fizld when, in 1979, he founded and served as Cliainman of Lexicon
Corporation, producer ofthe LK 300, the first hand held electronis language transiator which translated words and phrases ito 12 different inguages. Eexicon was publicly traded
on the NASDAQ, wider the symbol LEXT, until  was ultinately acquired by Nixdorf Computers of Genmany, Mr. Kyriakides was ako the founder of Defcor Industries,
established i 1980 i Hollywood, Florida.

Delcor was an electronics nanuficturing facility employing over 150 employees to assemble CEM produets for various electronics companies inchiding IBM mamftame and Gable
Division. In 1983, Mr. Kyriakides founded the Mylex Corporation to develop and produce the workl’s first hand-held optical scanner and VGA card for personal conypnders, As
file President and Chairman, Mr, Kyriakides guided Mylex from #s beginning as a private company to its becoming a public company traded on the NASDAQ under the stock
symbol MYLX untd it was acquired as a wholly owned subsidiary of IBM (NYSE: IBM), In 1983, Mr. Kyriakides was the founder and Chaiman of Tower Bank NA, a fall
service commercil bank, with three offices, headquartered i Dade Counly, Florida. Mr, Kyriakides also has extensive experieice in the cruise line and travel industries. His cruise
ship career started with Camival Cruise lin out ofthe Port of Miami, and continued to a successfil start up with Tropicana Cruies; one ofthe first gaming ships out ofihe Port of
Miany, Mr. Kyriakides founded Regency Cruise Line in 1984, as the workd’s first publicly traded company in passenger shipping, and served as s Chairman and Secretary nntl
1987. Mr. Kyriakides ako organized the successfil start-up of Seawind Cruise Line. In s three years with Seawind Cruise Line, Mr., Kyrikides served as its ounder, chainan,
chisfexecutive officer and secretary.

From 1994 to 1996, Mr. Kyrizkides served as the Chairman of Montgomery Ward Travel, a company created to provide filll travel services to eight milion Monfgomery Ward
custoners and credit card holders. Immeditely prior to joning the Company, Mr. Kyriakides served as Chief Executive Officer of Interlink Global Corporation from 1994 until
September, 2008, Interlink Global Corporation provided teleconmumications applications utilizing hardware and software that enables its domestic and worldwide users 10 access
the iternet as a transmission medium for phcing telephone calks.

Kenneth Hosfeld, Director, Executive Vice President. Mr. Hosfeld was appointed to serve on the Company’s board of directors in September 2008. Mr. Hosfeld has over
twenly-two years of international sales, marketing, and busiess nanagement experience in the telecommunications industry. Most recently, Mr. Hosfeld served as a member of the
board of directors and the executive vice president for Interlink Global Corporation {OTC; ILKG), a provider of private and public teleconumunication network and internct
services, Prior to jeinig intertink, Mr. Hosfeld co-founded NetBExpress. He has also served as the Regional Director of Brazdl, the Andinos, and the Caribbean for Tellabs, Inc., a
global supplier to the dynamic telecommunications industry that designs, manufctures, markets and services voice, data a video fransportation tools and networks. While with
Tellabs, Mr. Hosfeld sccured that company’s first “turn-key” contract which iwvolved a complete, filly managed network deployment including alf products and services and project
financing. He also opened Tellabs’ offices in Brazil and regularly exceeded revenue targets. Prior to that, Kemneth was Vice President of Nera Latin America, a subsiliary of Nera
Teleconpmmications {formerly ABB), a telecommunications and IT solions provider for microwave, satellite, wireless broadband access, networking and broadeasting.

Mr. Hosfeld had il production and logistic responsibility for the Latin American region, inchling responsibilitics for opening offices throughout Latin Amnerica mehiding such
countrics as Brazi}, Colombia, Mexico, and Venezuel, While with the company, Me. Hosfeld was also able to penetrate the Mexican and Chilean markets. Prior to his work with
Nera Latin America, Mr. HosRld was responsibke for similar produet sales in Aftica and in Chia. Mr. Hosfeld speaks over six hinguages mchiding fluent Spanish and Portuguese.
Immediately prior to joining the Company, Mr. Hos&ld served as Executive Vice President of Interlink Global Corporation from 1994 until September, 2008. Interik Globat
Corporation provided telecommrmications applications wtilizing hardware and software that enables its domestic and worldwide users to access the inferet as & transmission
medium for placing telephone calks,
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Guillermo Rodriguez, Divector, Chief Financial Officer. Mr. Rodriguez was appointed to the Conpany’s board of directors n September 2008. Mr. Rodrigucz & a certified
public accountant. He eamed s Bachelor’s Degree with a major m accounting and busiess administration from the University of Miami in Corl Gables, Florida. Mr. Rodriguez
eamed his Masters of Business Administration from Nova Southeastern University in Davie, Florida. He has extensive accounting and financial reporting experience in banking, real
estate brokering, property management and the felecomamusications industry. Prior to joining the Company i September 2008, Mr. Rodriquez worked for Interlink Globai
Corporation from 2005 until September 2008 and as conirolier and financial officer for Land Cellular Corporation from 2003 untd 2005. Prior to that, Mr. Rodriguez served as
controller and fnancizl officer for Bremer Real Estate, CSW Associates and Consolidated Bank, N.A. Mr. Rodriguez ako worked as an auditor and investigator for the Federal
Deposit lnsurance Corporation (FDIC). Mr. Rodriguez & fluent in Spanih.

Leo Manzewitsch, Director, Chief Technology Officer. Mr. Manzewitsch’® has over eighteen years of experience in the telecomnumnications industry. He received his Masters
i Elecironics Engineering from the University of Buenos Afres, Argentina it 1991 and a degree m mechanios from the Argentinean National Schoot of Fechnical Education, Bucnos
Adres in 1981, Before joining the Company as a director and the Chief Technology Officer in September 2008, Mr. Manzewitseli® held positions m sales support management with
UT Starcom, a giobal keader i mternet protocol television, IPTV sohutions, IPTV products, VolP, mobike intemet and intemet television. Mr, Hosfeld has ako worked as the
Business Development Manager for STRATEKGY Telecom Solutions. Mr. Manzewitsch' has ako held various positions at NEC Corporation, which provides 1T network
mtegrated solutions and semiconductor solutions, inchiding new product engineer and manager of new product mmarketing. From 2000 wif 2006, Mr. Manzawitsch’ served as the
Marketing Manager for Tellabs [nternational in ther South American market. Tn 2006, Mr. Manzewitsch’ jomed Interlink Global Corporation, whers he served as the Chief
Technology Officer until he jomed the Company in September, 2008. Mr. Manzewitsch’ & fluent ;1 Spanish.

Significant employees

Other than the executive officers named above, the Company does not have any “significant enployees.”

Family velationship

None.

Involvement in legal proceedings

No officer, director, promoter or significant employee has been ivolved in the last five years inany ofthe Bllowng:

. Any bankrupicy petition filed by or against any busiess of which such person was a general pariner or executive officer either at the tane of the bankrupicy
or within two years prior to that time;
Any conviction in a criminal proceeding or being subject to a pending crimmal proceedimg (excluding traffic vioktions and other maior offenses),
Being subject to any order, judgment, or decres, 1ot subsequently reversed, suspended or vacated, ofany court of conpetent jurisdietion, permanently or
. temporarily enjoying, barring, susperding or otherwise limiting his mvolvement i any type of busiess, securitics or banking activities; and

. Being fund by a court of competent jurisdiction (in a civil action), the Comission or the Commodity Futures Trading Commission {o have violated or state
securities or conmodities law, and the judgment has not been reversed, suspended or vacated.

Committees

Our business, property and affairs are managed by or under the direction ofthe board of directors. Members of the board are kept informed of our busiitess through discussion with
the chiefexecutive and financial officers and other officers, by reviewing materiaks provided to them and by parlicipating at meetings of the board and #s commitees. We presently
do not have any cominittees of our board of directors, however, our board of directors intends to establish various committees at some point it the near fitlure,
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Employment Agreements

On May 6, 2009, the Company entered info an Employnent Agreement with Anastasios N. Kyrinkides (the “Kyriakides Employment Agreement”} pursuant to which Mr.
Kyrinkides agreed to continue his service as President and Chief Executive Officer ofthe Company through May 35, 2012.

Under the Kyrizkides Employment Agreement, Mr. Kytiakides’ base salary is $150,000 per annum, subject to anawal increases at the discretion of the Board of Directors, In
addition, under the Kyriakides Employment Agreement, Mr. Kyriakides is (a) eligible for an annual performance based cash bonus up te a neximun annual award 0f$112,500 to
be determined based upon profiability of the Company, (b} elighle to receive a onetine award on May 5, 2012 of shares of common stock having 2 maxizun value of up fo
$168,750 to be determined based upon profitability of the Company during the 3 year period ending on May 5, 2012, (¢} entiled to receive health benefits and life insurance
coverage, (d) entiiled to receive & monthly car allowance not fo exceed $500 a month, (e} eligibk to receive other stock grants andfor options fo purchase shares of the Company’s
common stock i amounts and upon lems as determined by the Company’s Board of Directors ffom time to time The Kyrizkides Employment Agreement nay be terminated by
the Board of Directors at any time for cause, provided that Mr. Kyriakides reccives notike of such termimation and fais to cure the alleged breach. Upon termination by the
Company without cause or resignation by Mr. Kyriakides for good reason, Mr, Kyritkides & entitled to receive his base salary, as severance, for a 12 month period.

Currently, with the exception of Mr. Kyriakides Fiployment Agreement, alt other employment with the Company & at will and nay be termiated by either the employee or the
Company at any time. We require each of our executive officers to execuie a Confidentiality and Non-Competition Agreemens.

Compliance with Section 16¢a) of the Exchange Act

Section 16(a) of the Securities Exchange Act of 1934 requires our directors and executive officers and persons who benelicklly own more than ten percent of & registered cliss of
owr equity securities o file with the SEC mitial reports of ownership and reports of change i ownership of cormon stock and other equity securities of our company, Officers,
directors and greater than ten percent stockholders are required by SEC regulations to finish us with copies of alt Section 16(a) forns they fie. Based sokly upon a review of
Fomys 3 and 4 and amendiments thereto fismished to us under Rule 16a-3(e) dwing the fiscal year ended Septenber 30, 2009, and Forns 5 and anendments thereto fiermished to
us with respect to the fiscal year ended September 30, 2009, we believe that during the year ended Septewiber 30, 2009, our executive officers, directors and all persons who own
more than ten percent of a regitered class of our equity securities have conplied with all Section 16(a) filing requirements, except for the changes on holdings of beneficial owners,
as set forth below: Anastasios Kyriakides, Guillenmo Rodriguez, Kenneth Hosfeld and Leo Manzewitsch each filed their Form 3 4 days late. Romnald J. Ruk, Jr. filed his Form 3 [1
days late.

Code of Ethics

We have adopted a Code of Ethics for our officers, directors and enmployees. A copy of the Code of Fthics & attaclhed hercto as Exhibit 14.1 to this Annual Report on Form 10-K.
Teemp 11, Executive compensation

Compensation of our executive officers

The Dllowing table contains compernsation mformation for our executive ofticers for the fiscal years ended September 30, 2009 and September 30, 2008. No other officer received
compensation greater than $ 100,000 for either fiscal year. All ofthe nfbrmation hcluded in this table reflects compensation eamed by the bxdividuals for services rendered to owr

Company and all references in the following tables to stock awards relate 1o awards of common stock granted by us.
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Common Non-equity  Nonqualified

Stock Option meentive plan Deferred

Name and position Year Salary Bonus awards awards compensation  compensation Other Total
Robett Blank (1) 2008 % - - - - - - - 3
Former C.E.O.
Robin C. Hoover {2) 2008 % - - - - - - - §
Fomer C.E.C.
Anastasios Kyriskides, 2009 § 153,208 - - - - - - % 153208
Director, Chief Executive Officer
3 2008 § 8,000(4) - § 525,000(5) - - - - $ 533,000
Kenneth Hosfeld, 2009 3 96,000 - - - - - 8 96,000
Director, Executive Vice
President (9) 2008 § 5,333(10) - § 275000(11) - - - - § 280,333
Guillermo Rodriguez, 2009 §$ ‘ 77,600 - - - - - - $ 71000
Director, Chief Financial Officer
6} 2008 % 4,000(73 - $ 275,000(8) - - - - § 279,000
Leo Manzewisch, Former
CEQ. 2009 § 96,000 - - - - - $ 96,000
Director, Chief Fechnical Officer
€12) 2008 § 5,333(13) - % 275,000(14) - - - $ 280,333
Micholas Kyriakides, 2009 3 48,452 - - - - - - § 48452
Marketing Director{15) 2008 3 2,222(16) - %5 150000017 - - - - % 152,222

{{y Mr. Robert Blank resigned as officer and member of the Board of Directors on February 19, 2008,

{2y Mr. Robin C. Hoover resigned as officer and member ofthe Board of Directors on September 9, 2008.

(3} Mr. Kyriakides was appointed fo serve as our Chief Executive Officer on September 10, 2008. All amounts reflected in this tabk are from the date of Mr.

Kyriakides appoiniment {o the end of fiscal years.
{4} Mr. Kyriakides annual salary & $175,000.00.
(5) The Board of Directors granted Mr. Kyriakides a stock grant of 2,100,000 shares on September 30, 2008, The stock has been valued at $0.25 per share.
*{6) Mr. Rodriguez was appofited to serve as Chief Financinl Officer on September 30, 2008. All amounts reflected i this table are from the date of Mr. Rodriguez
appointment to the end of fiscal years,

{7} Mr. Rodriguez annual salary is $80,000.00.

(8) The Board of Directors granted Mr. Rodriguez a stock grant of 1,100,000 shares on September 30, 2008. ‘The stock has been valued at $6.25 per share.

(%) Mr. Hosfeld was appointed to serve as our Executive Vice President on Septenter 30, 2008. Allamounts reflected in this table are from the date of Mr. Hosfeld

appoinbiment to the end of fiscal years.

, (10} Mr. Hosfeld annual salary & $96,000.00.

(11} The Board of Directors granted Mr. Hos#ld a stock grant of 1,100,000 shares on September 30, 2008. The stock has been valued at $0.25 per share.

(12) Mr. Manzewitsch was appomied to serve as our Chief Technology Officer on September 30, 2008, All amounts reflected in this tabk are from the date of Mr.

Manzewitsch appointiment to the end of fscal years,

(13) Mr. Manzewitsch annual salary & $96,000.00.

{14) The Board of Directors granted Mr. Manzewitsch a stock grant of 1,100,000 shares on September 30, 2008. The stock Itas been valued at $0.25 per share.

“(15) Mr. Kyriakides was appoifed to serve as Marketing Director on Septerrber 30, 2008.

(16) Mr. Kyriakides annual salary 5 $61,000.00.

(17 'Ihe Board of Directors granted Mr. Kyriakies a stock grant of600,000 shares on September 30, 2008, The stock has been valued at $0.25 per share.
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Overview |

The foliowmg i a discussion of our program for conpensating our named executive officers and directors, Currently, we do not hiave a compensation comenittee, and as such, our
board of directors i responsible for determining the compensation of'our named executive officers. The primary goal of our executive compensation policy & to aftract and retain
the most talented and loyal executives possible, Our infent & to ensire that our executives are compensated effectively in a manner consilent with our sirdtegy and competitive
practice and to align executive compensation with the achikvement of our short and !ong term busingss objectives,

Our board of directors considers a variety of frctors i1 determining compensation of exceutives ineluding the executive’s background, training and prior work experiznce.
Efements of executive compeasation

Our compensation progeam Hr the named executive ofticers conskts primarily of base salary. There & no bonus plan, retireient plan, fang-term ientive plan or other such plans.
The base salary we provide & intended to equitably compensate the named executive officers based upon their level of responsibility, complexity and inplementation of our business
plan.

Stock grant

To motivate key employees of the Company by providing them with an ownership interest it the Company, on September 10, 2008, the Board of Directors approved and
authorized the Ssuance of siv million shares ofthe Company’s restricted stock fo certain key employees, This stock grant was conditioned upon the exceution and delfivery by each
employee of a Confidentiality and Non-Competition Agrecinent and was made i reliance upon the exemption from registration provided by Section 4(2) ofthe Securities Act of
1933, as amended and/or Regulation D promudgated under the Securitios Act 01933,

2010 Stock Option Plan

OnNovember 15, 2009, Net Talk.com, Inc. {the “Company™) adopted the 2010 Stock Option Plan {the "Plan"} which % ifended to i to advance the interests of the Company’s
shareholders by enhancing the Company's ability fo aftract, retain and motivate persons who make (or are expected to make) important contributions to the Conpany by providing
such persons with equity ownership opportunitics and perfonnance-based incentives and thereby better aligning the iterests of such persons with those of the Company’s
sharchoklers. All ofthe Company’s enployees, officers, and directors, and those Company’s consukants and advisors (i) that are natural persons and (i) who provides bona fide
services to the Company not connected to 2 capital raising transaction or the promotion or ereation of a market for the conpany’s securities, are elighle to be granted options or
restricted stock awards inder the Phn. The naximum aggregate number of shares of the Company's conunon steck that may be ssued under the Pl is 10,000,000 shares of the
Company’s common stock. As ofthe date of ths Current Report on Form 8-K, there were no stock options outstanding under the Plan and no restricted stock awards ssued and
outstanding, leaving 10,000,000 shares available for fiture issuances.
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Compe nsation of Dirvectors

Mone of the Company’s directors have received any cash or equity remmmeration since inception.

Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters

The following tabk: sets forth certan information, as of September 30, 2009 with respect to the beneficial ownership of the outstanding conynon stock by (i) any holder of more
than five (5%) percent; (i) each of our executive officers and dircctors; and (iif) ow directors and executive oflicers as a group. Except as otherwise indicated, each of the

stockhokders fisted below has soke voting and nwestrent power over the shares beneficially owned.

Amownt and nature of

Tile Name of beneficiary owner{2) Percent

Common stock Anastasios Kyriakides 2,164,400(3) 4.46%
Common stock Kemneth A. Hosfeld 1,100,000 2.26%
Common stock Guilermo Rodriguez 1,100,000 2.26%
Cormon stock Leo Manzewitsch’ 1,100,060 2.26%
Common stock Nihoks Kyriakides 600,000 1.24%
Executive officers and directors, as a group (5

persons) 6,064,400 12.48%
Comimon stock Vicis Capital Master Fund 33,600,000(4) 69.16%
Commen stock RonJ. Rule, Fr. 1,032,200(5) 2.13%
Comon stock Ormi Relant 1,000,000(6) 2.06%

Total Common stock related

parties 41,696,600 85.83%

(1)  Unkss otherwise ndicated, the address of each sharcholder & 1100 NW 163 Drive, Miami, Florida 33169,

(2) Beneficial ownership of shares & determied wider Rule 13d-3(d)X1) ofthe Exchiange Act and generally includes any shares over which a person exercises sole or shared
voting or investment power and the number of shares that can be acquired within sixty (603 days upon exercise of an option or conversion of wairants and debentures.
Common stock subject to these converiible securities are deemed to be outstanding for the purpose of compuiing  the ownership percentage of the person holding such

convertible seeurity, bitt are not deemed to be outstanding for the purpose of compuiing the ownership percentage of any other person. Applicable percentage of ownership

is based on 45,479,800 of fully dihrted shares of Net Talk.com, Inc. common stock beig ssued and outstanding as of September 30, 2009,

(3) Includes: (a) 2,110,000 shares of common stock owned jointly by Mr. Kyriakides and his wife, Maria Kyriakides; and (b) 54,400 shares of conunon stock Bsuable upon

, exercise ofa Series A Common Stock Purchase Wamant, which may be exercised, at the option of the holder, at an exercise price 0f$0.25 per share

() Inchudes: (a) 6,000,000 shares of common stock Ssuable upon conversion of 12% Senior Secured Convertblke  Debentures held by Vicks Capital Master Fund in the

aggregate pricipat amount of $1,500,000; (b} 4,400,000 shares of comon stock issuable upon conversion of 12% Senior Secured Convertible Debentures held by Vieks
Capital Master Fund int the aggregate principal amount of$1,100,000; (¢) 2,000,000 shares of conumion stock ssuable upon conversion of 12% Senior Secured Convertible
Debentures held by Viels Capital Master Fund in the aggregate principal amount of $500,000; and (d} 4,408,000 shares of conumon stock ssuable upon conversion of 12%

Senior Secured Convertible Debentures held by Vicis Capital Master Fund in the aggregate principal amount of $1,100,000. The 12% Senior Secured Convertible
Debentures may be converted at the option of the holder at $0.25 per share. It ako ichudes (e) 6,000,000 shares of common stock Bsuable upon exercise of a Serikes B
Common Stock Purchase Warrant, which may be exercied, at the option of the holder, at an exercise price of $0.50 per share; (f) 4,400,000 shares of conmmon stock
issuable upon exereise ofa Series C Conunon Stock Purchase Warrant, which may be excreised, at the option of the Tolder, at an exercise price of $0.50 per share;

{£) 2,000,000 shares of common stock Bsuable upon exercise of'a Series C Common Stock Purchase Warrant, which nmay be exercised, at the option of (he hokder, at an
" exercise price 0f$0.50 per share; (h) 4,400,000 shares ofcomumon stock Ssuable upon exercise ofa Series C Conunon Stock Purchase Warrant, which may be exercied,
at the option of the holder, at an exercBe price of $0.50 per share  The 12% Senior Secured Convertible Debentures impose a conlractual linitation on the holder’s abiity (o

coivert such debenture into conenon stock. This limitation prevents such holder from beneficilly owning more than 4.99% of Net Talk.com, Inc.’s common stock.
(5) Ronald k Rulk, Ir., 20711 Stertington Drive, Land o lakes, F1 34638
(6} OmniReliant Holdings, Inc., 14375 Myeriake Circk, Clearwaler, Florida 33760,
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Item 13. Ceriain relationships and related transactions, and director inde pendence

Except as set forth below, there were ne {ransactions sice the beginniig of our last fscat year, and fhere are no proposed transactions, (hat fwolve amounts i excess of$120,000
to which we were or are to becone a patty in which any director, executive ofticer, beneficial owner ofimore than five (53%) percent of our conimon stoek, or members of their
mmediate fmilies had, or s to have, a direct or ndiect material inferest.

Effective December 30, 2007, we sold all of the assets associated with ouwr advertising business as a gong concern to Robert H. Blank, who was then our President and Chief
Operaiing Officer. The purchase price for the assets was $185,000. Mr. Blank paid the purchase price by assuming a convertible debenture ssued by us to Mr. Robin C. Hoover
int the amount 0f $185,000. The convertible debenture constituted substantially all of our tiabitities at the tine of the acquisiion. Tt addition, Mr, Hoover and Mr, Blank tendered
208 and 200 shares of common stock, respectively, to fhe Company. These shares had been Bsued to Mr. Blank and Mr, Hoover as “founders” shares,

On September 10, 2008, we acquired certain tangbk and intangible assets, formerly owned by Tuterlink Global Corporation {“Interlink™), {the “Interlink Asset Group™} direetly
from Interlink s creditor who had seized the assets pursuant to & Security and Collateral Agreenent. Our purpose in zequiring these assets, which inchided employment riglts to {he
executive nanagenient team of Interlink, who now currently serve as our officers, was to advance the TK 6000 VoIP Techinology Program, which Interlink hunched i July 2008.
Accordingly, these assets substantially comprise owr current busiess assets and the mftastructure for our fifure operations. Contemmporancously with this purchase, we execited an
assignment and mtellectual property agreement with Interlink that served to perfect our ownership rights to the assets.

Consideration for the acquisition consisted of 2 face value $1,000,000 convertibk debenture, plis warrants to purchase 4,000,000 shares ofour common stack. On the date ol the
Interlink Asset Group acquiition, we ako entered into a firancing agreement with the DOT that provided for the Bssuance of a fice value $500,000 convertble debenture, plus
warrants to purchase 2,000,000 shares of our commaon stock for net cash conskleration of $448,300, In connection with ths acquisiion, we ssued 6,000,000 shares of cormmon
stoek to our new management teaim i connection with the Interlink Asset Group acquisition.

Eftective September 10, 2008, we ksued 1,000,000 shares to Apogee Financial Investiments, Inc. in connection with certain consulting services rendered to us. Mr. Richard
Diamond & president of Apogee Financial Investments, Inc. and served as a member of our board of directors wtil his resignation on November 23, 2009. On the date of the
ssuance, Mr. Diamond was not a member of our board of directors.

On January 30, 2009, Midtown Partners & Co., LLC ("Midtown Partners™), an FINRA registercd broker deaker, acted as the placement agent for the Company i connection
with the 2009 Convertible Debt Offering. In conneetion with the 2009 Convertible Debt Offering, we paid Midtown Pariners a cash commission equal fo $88,000 and bsued a
Series BD Comnon Stock Purchase Warrant to Midtown Partuers entitting Midtown Parmers to purchase 880,000 shares of the Company’s common stock at an hitial exercise
price of $.50 per share. Midtown Patiners & & wholly-owned subsidiary of Apogee Financial Investments, Inc. Mr. Richard Dismond & president of Apogee Financial Tavestiments,
Ine. and served as a member of our board of directors wntit his resignation on November 23, 2009.

Omni Reliang

A company owned or controlled by a major shareholder of NetTalk.com, Tnc., provided services to us, as follows:

in hune 2009, we incurred advertsing expense for the creation of an infomerciat to be ared during the deployment and lunching of our TK6000. The deployment and unching of
owr TK 6000 has a been a success and the infornercial is presently nuning weekly onmost US narkets.  The adventising expense incumed, was as follows:

[tems Amount

Cash payiment $ 100,000
Share-based payment (1,000,000 conmon shares) 250,000
Total 5 350,000
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In connection with the infomercial we sued 1,000,000 shares of our conwvon stock to non-employees for goods and services.

Ttem 14, Principal Accountant Fees and Services

The Company’s board ofdirectors reviews and approves audit and permissible non-audit services performed by its idependent accowntants, as well as the fees charged for such
services. In its review of non-audit service fees and its appointment of KLB LLP. as the Company's ndependent accountants, the board of directors considered whether the

provision of such services is compatible with maintaining independence. Alt of'the services provided and fees charged by KLB L1.P were approved by the board of directors.

Audit Fees

The aggregate fees billed for professional services for the audit of the annuat fiancil statenents of the Company and the reviews of the financir] statements inclided i the
Company's quarterly reports on Form 10-Q for 2009 and 2008 were $77,701 and $0.0 respectively, net ofexpenses.

Audi-Related Fees

There were no other fees billed by during the last two fiseal years for assurance and related services that were reasonably related to the perfonmance of the audit or review of the
Comnpany's financial statemnents and not reported under "Audit Fees" above.

Tax Fees
‘there were $-0- per year spent on tax flings,
All Other Fees

There were ne other fees bifled during the kst two fiscal years fr products and services provided.
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Part IV

Ttem 15, Exhibits, financial statement schedules

Exhibit No,

3.0 1.(1)
3.02(1)
3.03(1)
3.04(1)
3.05(1)
4.01(1)
4.02(1)
4.03(1)
4.04(1)
£0501)
4.06(3)
4.07(3)
4.08(3)
£09(3)
10.01(E)

10.02(1)
10.03(1)
10.04()

10.05(1)
10.06 (1)

10.07 (1)

Deseription
Articles of [ncorporation of Net Talk.com, Inc.
Artickes of Amendiment to the Articles of Incorporation of Net Talk.comy, Tng.
Articks of Amendment to the Ariickes of Incorporation of Net Talk.com, Inc.
Articles of Amendment to the Articles of Tucorperation of Net Talk.com, Inc.
Bylaws of Net Talk.con.
FormofSeries A Conmon Stock Purchase Warrant,
Form of Series B Common Stock Purchase Warrant.
FormofSerks C Common Stock Purchase Warrant,
Form of Series B} Commen Stock Purchase Warrart,
Fonn of 12% Senior Secured Convertible Debenture due January 30, 204,
12% Senior Secured Convertible Debenture dated September 25, 2011,
Series € Common Stock Purchase Warrant No. C-6
Series BD Common Stock Purchase Warrant No. BD- 10
Serks BD Common Stock Purchase Warrant No, BD-11
Fomm of Stock Grant Agreement dated as of September 10, 2008.

Form of Subscription Decunent from the subsctiber to the Company for certain purchases of the Company’s Common Stock, and Series A Coninon Stock
Purchase Warrants.

Form of Registration Rights Agreement, by awd among the Company, each of the purchasers of the Company’s Comemon Stock, and certain other persons a
party thereto.

Form of Regitration Rights Agreement entered into as of September 16, 2008 by and between the Company and each security holder identified on the signature
page thereto.

Securities Purchase Agreement dated as of September 10, 2008 among the Company and Debt Opportunty Fund, LLEP,
Coutrbution Agreement dated as of September 10, 2008 among the Company and Vicis Capital Master Fund.

Form of Security Agreement dated as of September 10, 2008 among the Company and certain Secured Parties,
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Securities Purchase Agreement dated as of January 30, 2609 among the Company and Debt Opportundy Fund, ELLP.
Form of Security Agreenent dated as of January 30, 2009 among the Company and certan Secured Parties.

Form of Regitration Rights Agreenment entered into as of January 30, 2009 by and between the Company and each security holder identified on the signatire
page thereto.

Sccurities Purchase Agreenent dated as of February 6, 2009 among the Company and Debt Opportunity Fund, LLLP.

Form of First Amendment to the Security Agrectment made and enfered mito as of February 6, 2009 by and between the Company and Debt Opportunity Fund,
LLP

Fonn of Registration Rights Agreement entered into as of February 6, 2009 by and between the Company and each security holder identificd on the signature
page thereto.

Fom of Confideatiality and Non-Conwpetition Agreement.

Lease Agreenent entered mto August 29, 2008, by and between Camierhouse Corp. and the Company.

Employment Agreement by and between the Company and Anastasios Kyriakides dated effective May 6, 2009.

Securities Purchase Agreenent dated September 25, 2009,

Third Amendient to Security Agreement dated September 25, 2009

Registration Rights Agreement dated September 25, 2009

2010 Stock Option Plan

Code of Ethics

Certification of Principal Executive Ofticer pursuant to [3a- 14{a) under the Secwritics Exchange Act of 1934, as adepted pursuant to Section 302 ofthe
Sarbanes-Oxley Act of 2002,

Certification of Principal Farancial Officer pursuant to 13a- 14(a) under the Securities Exchange Act of 1934, as adopted pursuant to Section 302 of the
Sarbanes-Oxley Act of 2002,

Cettification of the Principal Executive Officer pussuant to U.S.C. Section 1350 as adopted pursuant fo Section 966 of the Sarbanes-Oxley Act 02002

Certification of the Principal Financiat Officer pirsuant to U.S.C. Section 1350 as adopted pursuant fo Section 906 of the Sarbanes-Oxley Act of 2002

Fiked as an exhibit to the Company’s Form S-1 which was filed with the Commission on February 2, 2009, and incorporated herein by reforence.
Filed as an exhibit to the Company’s Form S-1/A which was filked with the Commission on May 8, 2009, and incorporated herein by reference.
Filed as an exhibit 4o the Company’s Form 8-K which was filed with the Commission on October 1, 2009, and mcorporated herein by reference,
Fited as an exhibit to the Company’s Form 8-K which was filed wilh the Commission on December 1, 2009, and mcorporated herein by reference.
Fited as an exhibit to the Company’s Form 8-K which was filed with the Commission on December 1, 2009, and mcorporated herein by reference.
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SIGNATURES

In accordance with fie requirements of the Exchange Act, the registrant caused this report to be signed on its behalf by the undersigned, thereunto duly awthorized.

NET TALK.COM, INC.

Date: December 14, 2009 By /s/ Anastasios Kyriakides
Anastasios Kyrinkdes
ChielExecutive Oflicer (Principal Executive Officer)

Date: December 14, 2009 By /& Guillermo Rodrisuez
Guillermo Rodriguez
Chief Financial Officer (Principal Financil Officer and Principal Accounting Officer)

POWER OF ATTORNEY

Pursuant to the requirements of the Securities Exchange Act of 1934, this report Ias been signed below by the Bllowing persons on behalf of (he registrant and i the capacities and
on the dates indicated.  Each person whose signature appears below hereby authorizes Anastasios Kyrinkides or either of them acting in the absence of the other as his or her true
and lawfil attormey-in-fact and agent, with fill power of substitution and re-substitution for him or her and in his or her name, place and stead, i any and all capacities to sign any
and altamendments to this report, and to file the same, with all exhibits thereto and other documents in connection therewith, with the Securities and Exchange Cormmission,

Name Pasilion Date

4/ Anastasios Kyriakides

Anastasios Kyriakides Chief Executive Officer {Principal Executive Officer) and Director December 14, 2009

/s/ Guilenno Rodriguez

Guillermo Rodriguez Chief Financial Officer (Principal Financial Officer and Principal Accounting Officer) December 14, 2009
and Director

fsf Kenneth Hosfeld

Ken-neth Hosfeld Director December 14, 2009

/sf Leo Manzewitsch
Leo Manzewitsch Director Decenber 14, 2009
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. REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockhokders of

NetTak.con, Inc,
Miami, Florida

We have audited the accompanying baknice sheets of NetTalk.com, Inc., s of September 30, 2009 and 2008 and the refated statenents ofoperations, sfockholders® deficit, and
cash flows for the years then ended. These fnancial statenwents are the responsibiity of the Company’s management. Our responsibility & to express an opinion on these fnancial
statéments based on our audits.

We conducted our audits i accordance with the standards of the Public Company Accounting Oversight Board {United States). ‘Those standards require that we pln and perform
the audifs to obtain reasonable assurance about whether the financial statenents are free of naterial misstatement. The Conpany & not required to have, nor were we engaged to
perform an audit of its internal control over financial reporiing. Our audits nchuded consideration of intermal control over financil reporting as a bass for designing awdit procedures
that are appropriate i the circunsiances, but not for the purpose of expressing an opinion on the effectiveness of the Company’s internal contre! over financizf reporting.
Accordingly, we express no such opinion. An audit ako hcludes examining, on a test bask, evidence supporting the amowunts and disclosures in the fnancial statements, assessing
the accounting principles used and significant estimates made by nanagenent, as well as evaheating the overall financial statement presenfation. We believe that our audits provide a
reasonable basis for our opinion.

In otr opiion, the financil statements referred to above present Rity, i all nmterial respects, the financial position of NetTalk.com, nc. as of September 30, 2009 and 2008, and
the results of their operations, changes in their stockholkders® deficit and their cash flows for the years ended September 30, 2009 and 2008, in conformity witlh accounting principles
generally accepted i the United States of America,

The accompanying financial statements have been prepared assuming that the Company will continue as a going concern, As shown in the financil statements and discussed in Note

3 of the accompanying financil statements, the Company has ingurred significant recurring fosses from operations since inception and & dependent on outside sources of financing
for continmation of s operations. These factors raise substantéal doubt about the Conpany’s ability to continue as a going concerm.

It KBL, LLP

Tampa, Florida
December 3, 2009
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Part i

Hem 8, Financial statements

Net Talk.com, Inc.
Balance Sheets

) September 30, September 30,
2009 2008
Assets
Current assets:
Cash and cash equivalents § 1,007,366 S 342,793
Restricted cash 3332 8 -
Accounts reccivables, net of allowance bad debts S1,042 37315 8 -
Ioventory 117,712 -
Prepaid advertising 5,008 -
¢ Total cinrent assets 1,170,733 342,793
Telecommunication cquipment and other property, net 665,315 749,767
Intangible asscis, net 604,987 832,743
Deferved financing costs and other assets 298,266 23,730
Total assets s 2,739,301 S 1,949,033
Liat.)ititics and Stockholders' Deficit:
Accounts payable s 264,912 S 13,753
Due to officer 56,300 -
Acerued interest 168,774 16,000
Acerued expenses 4%,32(0 -
Senigr secured convertible debentures (81,500,000 face value) - Crent 1,509,880 -
Derivative fiabilities - Current 382,200 -
TFotal cmrent liabilities 2,431,386 23,753
Senfor secured convertible debentures ($2700,000 face value) 1,136,878 1,520,415
Derivative liabilitics 945,072 563,400
Total tiabilities 4,513,333 2,107,568
Stockholders’ Deficié:
Preferred stock $,001 par value, 10,000,000 shares - -
anthorized, none designated orissucd
Common stock, $.001 par value, 300,000,000 shares 9,720 8,750
anthorized, 9,719,800 and 8,749,800 issued and outsfanding,
as of September 30, 2009 and 2008, respectively.
Additional paid in surplus 3,458,825 2,337,475
Accumulated deficit {5,242,577) (2,504,760)
Total stockholders’ deficit {1,774,032) (158,535)
Total liabilities and stockholders® deficit 8 2,739,301 % 1,949,033

The accompanying notes are an integeal part of the financial statements
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Revenues
Cost of sales

Gross margin

Advertising

Compensation and benefits
Professional fees

Depreciation and amortization
Research and development

General and administrative expenses

Total operating expenses
Loss from continuing operations

Otherincome (expensesh:
Interest expense
Derivative income
Interest income

Net Talk.com, Inc.
Statements of Operations

Loss from continuing operations before income taxes

Benefit for Income taxes

Loss from confinuing ope rations
Discontinued operations (Note 11)
Income (loss) from discontinued operations

(including gain on disposal of equipment of
$168,083 in 2008)

Net loss

Net loss per shares:
Continning operations:

Basic and dituted

Wefghted average shares, basic and diluted
Discontinued operations;

Basic

Diluted

Weighted average shaves, basic and dilufed

The accompanying notes are an integral part of the financial statements

43

Year Ended September 30,

2009 2008
115,571 .
118,563 -

(2.982) -
444,249 -
446,807 1,544,701
294,425 562,500
358,244 14,625
414,434 -
383,659 49,737

2,341,818 2,171,563
(2,344,810) (2,171,563)
(533,171 (25,470)
128,646 (7,800)

11,518 765
(393,007) (32,505)

(2,737,817) (2,204,068)

- %,033
(2,737,817) (2,196,035)
- 186,128
(2737817 S £2,009,907)
(0.30) $ (2.10)
-8 0.18

- 3 0,04
9,015,553 1,046,375




Net Talk.com, Inc,
Statements of Cash Flows

Cash flow from eperating activifies:

Net income {loss)
Adjusements to reconcile net loss to cash used in operations:
Depreciation
Amortization
Aniortization finance costs
Amortization premium on debentures
Faivvalue of derivatives
Issuance of common stock to officers as compensation
Issuance of common stock for consulting fees
{ain on sale of assets
Discontinued operations, net
Expenses financed costs
Deferred income {axes
Discontinued operations, net
Changes in assets and liabilities:
Accounts receivables
Prepaid expenses and other assefs
Inventories
Accounts payables
Accrncd expenses
Net cash used in operating activitics
Cash flow used in investing activitics:
Acquisition of fixed assets
Proceeds from sale of assefs
Patent costs
(Increase} in deposits
Net cash used in investing activities
Cash flow used in financing activities:

Issuance of Scenior Seeured Debentures
Loans from officers

Net cash used in investing activitics

Changes in net assets - discontinued operations:
Operating activities
Investing activities
Financing activitics

Net cash provided by discontinued operations

Netincrease in cash
Cash and equivalents, beginning
Cash and cquivalents, ending

The accompanying notes sre an integral part of the financial statements
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Year Ended September 30,

2009 2008
S @731 5 (2,009,907)
119,463 6,404
238,780 8,221
72,802 668
176,941 (588)
(128,646) 7,800
. 1,506,000
250,000 537,500
- (163,083)
- (23,045)
- 14,302
- (8,033
(37,315)
(5,007
(117,742)
251,157 .
208,094 23,753
{1,715,260) (110,508)
(35,011) 448,300
- 85,812
{11,024) .
{24,500) -
(70,535) 534,112
2,397,400 -
56,300 -
2,453,700 -
- (80,811)
- (80,811)
667,905 342,793
342,793 -
S 1,010,698 S 342,793




Supple me nial disclosures:

Cash paid for interest

Cash paid for income taxes

Net Talk.com, Ing,
Statements of Cash Flows

Supplemental disclosures for non-cash items:

Property and equipment - addtion
Intangible assets - addition
Issuance of debentures

Issuance of warrants

The accompanying notes are an infegral pait of the financial statements
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Year Ended September 30,

2009 2008
121,000 -
s -8 756,171
s - 8 840,964
s 982,656 S 1,020,414
s 872,320 § 563,400




Balance at September 30, 2607
Cancellation of founders shares
Issuance of comnion shares:
Officers
Consulting fees

Net loss - September 30, 2008
Balanee at September 30, 2008
Issuance of commons shares:
Consulting fees
Convertible debentures
beneficial conversion

Cancellation of founders shares

Netloss - September 30, 2009

Balance at September 30, 2009

Net Talk,com, Inc.
Statement of Stockhotders' Deficit

Additonal
Preferved Stock Commeon Stock paid Aceumufated Total
Shares Amounng Shares Amount in surplus Deficit Equity
- - 600,208 600 308,125 (494,853) (186,128)
- - (408) - - - -
- - 6,000,000 6,000 1,494,000 - 1,500,000
- - 2,150,000 2,150 535,350 B 537,500
- - - - - (2,009,907) (2,009,907)
- - 8,749,800 8,750 2337475 (2,504,760) (158,535)
- - 1,000,000 1,000 249,000 - 250,000
- - - - 872,320 - 872,320
- - (30,000) (30} 30 - -
- - - - - (2,737,817) (2,737,817}
- - 9,719,800 9,720 3,458,825 (5,242,577} (1,774,032)

The accompanying nofes are an integral part of the {financial statements
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NET TALK.COM, INC,
Notes fo Financial Statements
Year ended September 36, 2009 and 2008

Note 1 - Nature of operations and basis of presentation

Net Talk.com, Inc. (“Nettak™ or the “Company™) was incorporated on May 1, 2006 under the laws ofthe State of Florida. We are a tekephone company, who provides, sells and
supplics commercial and residential tekconmwmmication services, mcluding services utliizhg voke over intemet protocol (“VolP™) teclmology, session initiation protocef (“SIP™)
technology, wirekss fidelity technology, wirekss maximum technology, marine satellite services technology and other simar type technologies. Our mah product & the TK 6000, an
analog telephone adapter that provides connectivity for analog telephones and faxes to homs, home office or corporate local area networks (“LAN™), Our TK 6000 and its related
services i a cost efective solution for dividuals, simall businesses and telecomnuiters connecting to any analog tekephone, fix or private branch exchange (‘PBX"). The TK 6000
provides one USB port, one Fihemet port and one analog telephone port. A full suite of intermiet protocol features & available to maximize universal connectivity., In addition, analog
telephones attached to the TK 6000 are abk to use advanced calling features such as calt forwarding, caller ID, 3-way calling, call hokling, call retrieval and call transfer.

Prior to our fiscal year ended September 30, 2009, we were i our development stage. Commencing with the fourth quarter of owr year ended September 30, 2009, we conchided
that we have substantially established our operating architecture and have comumenced revenue producing activities sufficient to emerge from the development stage ef operations.

Subsequent events

We liave evaluated subsequent events that oceurred after our fscal year ended September 30, 2009 through the date that our financial statements are ssued or Decentber 14,
2009,

Nofe 2 - Summary of Sigaificant Accounting Policies:
Use of Estimates

The preparation of financial statements m conformity with accownting prineiples generally accepted in the United States of Anerica requires our managerment (o make estivates and
assirnptions that affect the amounts reported in the financial statenents and fotnotes. Significant estivates herent in the preparation of owr financial statements nchide developing
fair valie easurements upon which to base our accowning for acquisitions of mtangible assets and ssuaices of financial istruments, ncliding owr commion stock. Owr estimates
also nclude developing usefill lives for our tangible and intangible assets and cash fow projections upon which we determine the existence of, or the measurements for, inpairments.
Inall instances, estimates are made by competent employees under the supervision of management, based upon the cwrrent cireunstances and fhe best information available.
However, actuat results could differ from those estimates,

Risk and Uncertainties
Our fiture results ofoperations and financial conddion will be pacted by the following factors, among others: dependence on the worldwide teleconmmunication markets
characterized by intense competition and rapidly changing technology, on third-party manufacturers and subcontractors, on third-pary dtriiors in certain markets, on the

successful developiment and nurketing of new products it new and existing markets. Generally, we are unable {o predict the future status of these areas of risk and wncertainty.
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Revenue recognition

Operating revenue consist of customer equipment sales of our mal product TK G000, teleconmrmication service revenues, shippmg and handling revenues.

Most all of our operating revenues are generated fom the sale of customer equipmient of our imain product the TK6000. We also derive service revemies from per minute fees for
international callk. Our operating revenue i fully recognized at the tine of our custon®r equipment sale. The device provides for life tine service (over the it of the
device/equipment). Our equipnment is able to operate within our network/platform or over any other network/platform  There is no need for cone allocation between our device
and life time service provided. The full intrinskc value of the sak & allocated to the device, Therefore, we recognized 100% of revenue at tive of customer equipnent sak and do no
allocate any icome to lifé tine service provided. Shipping and haudling & ako recognized at time ofsak. Infernational calls are billed as eamed from our customers. Internationat
calls are prepaid and custorrers account & debited as minides are used and eamed.

Cash and Cash Equivalents
We consider alt highly liquid cash balances and debt instnunents with an origimal maturity of three months or less to be cash equivalents. We maimtain cash balances only &t domestic

bank accounts, which at tines, may exceed foderally insured hinits,
September 30

Inventory 009 2008

Productive material, work i process and supplics $ 43538 $ -
Finished products 74,174 -
Total $ 117,712 § -

During the year ended September 30, 2009 and 2008, in accordance with owr lowet of'cost or market analyses we did not record lower of cost or market adjustinents to o
finished goods mventories,

Telecommunications Equipment and Other Praperty
Propenty, equipment and telecommunication equipment inclides acquired assets which consist of network equipment, computer hardware, firniture and software. All of our

equipments are stated at cost with deprecition caleulated using the straight line method over the estimated usefl lives of rekated assets, which ranges fiom three to five years. The
cost associated with mwajor inprovenents are capitalized while the cost of maintenance and repairs & charged fo operating expeises.

Intangible Assets
Our mtangibke assets were acquired i connection with thie asset acquisition, more filly described inNote 4. The ntangible assets were recorded at our acquisition cost, which
encompassed estinates of their respective and their relative fair values, as well as estimates of the fakr value of consideration that we issued. We anwrtize our intangible assets using

the straight-lne method over Hves that are predicated on contractual terms or over perfods we believe the assets will have wtility.
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Impairments and Dispoesals

We cvaluate our tangibke and definite-lived intangible assets for impagment anmally or more frequently in the presence of circumstances or trends that may be mdicators of
mmpainent, Our evaluation is a two step process, The first step is to compare our undiscounted cash flows, as projected over the remaining usefill lives of the assets, to therr
respective carrying values. In the cvent that the carrying values are not recovered by future indscounted cash flows, as a second step, we compare the carrying vakies to the related
i vatues and, iffower, record an impairment adjistment. For purposes of fiir value, we generally use replhcement costs for tangible fived assets and discounted cash flows, using
risk-adjusted discount rates for mtangiblke assels.

During December 2007, our management atd board of directors approved the discontinance and sake ofour advertisig business in order to devote all resources fo the
development of our VoIP offerings. We concluded that the adveriising business constitufed a component ofowr business and have presented e unit i the accompanying financil
statgments on the bask that (a) the operations and cash flows of the component have been elinmated from owr ongoing operations as a result of the disposal transaction and (b) we
have no significant contimiing fwolvemsent in the operations of the component after the disposal transaction. Refer to Note 11 for additional infornation about the disposal.

Research and Development and Software Costs

We expense research aud development costs, as these costs are hicurred, We account for our offering-related soflware development costs as costs heurred internally i creating a
computer software product and are charged to expense when incurred as research and developnient until technological feasibility has been established for the product.
Technological Rasibility & established upon completion of'a detait program design or, it its absence, completion ofa working model Thereafier, alt software production costs shalk
be capitatized and subsequently reported at the lower of uamortized cost or net realizable value. Capitalized costs are amortized based on cwrent and fiture revenue for each
product with an annual mavimom equal 1o the staight-lne amortization over the remaiing estimated economic lie ofthe product. At this thve owr mai product TK6000 i being
sold in the market place. Therefore, research and development cost reported in our financial statements relates to pre — marketing costs and are expensed accordingly.
September 30,

Components of Research and development: 2609 2008
Produet devekoprent and engineering $ 201436 § -
Payroli and benefits 212,098 -
Total $ 414434 3 -
Reclassifications

Certai reclassifications have been nade to prior years financial statements in order to confbrm to the cumrent year’s presentation. The reclassification lad no inpact on net eamings
previously reported. :

Share-Based Payment Arrangements

In June 2008, fhe FASB Bsued authoritative guidance on the treatment of participating securities i the caleubation of eamings per shares (“EPS™). This guidance addresses whether
mstruments granted i share — based payment transactions are particating securities prior to vesting and, therefbre, need to be icluded in the eamings alfocation it computing EPS
under the two - class method, This guidance was effective for fiscal years begiming on or afier December 15, 2008, Adoption ofthis guidance did not have a naterial impact on
our results of operations and fnancial position, or on basic or diuted EPS.

We apply the grant date far value method to our share — based payment arrangenents with employees and consultants. Share — based compensation cost to employees is
measured at the grant date fair value based on the value of the award and i recognized over the service period. Share — based payments to non — employees are recorded at fir

value on the measurement date and reflected i expense over the service periad.
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Financial Inshuments

Financial instruments, as defied in the Accounting Standards Caodification (“ASC™) 823, Financil Instnuments, consist of cash, evidence of ownership in an entily, and confracts
that both (i) spose on one entity a coniractual obligation to defiver cash or another financial hstnunent to a second entity, or to exchange other firanchl instruments on potentially
unfavorable terms with the second entdy, and (1)) conveys to that second entity a contractual right {a} to receive cash or another fmancil mstrument from the first entity, or (b) to
exchange other financial mstruments on potentially favorable terms with the first entity. Accordingly, our fiiancil struments consist of cash and cash equivalents, accounts
receivable, accounts payable, acerued lisbiliies, secured convertible debentures, and derivative financial mstrimnents,

We carry cash and cash equivakents, accounts receivable, accounts payable and accrued Tabilities at historical costs sitce thetr respective estinated fair values approximate camrying
valgs due to their cwrrent nature. We also carmy convertible debentures af historical cost. However, (ke fair values of debt instnmments are estimted for disclosure purposes
(below) based upon the present value of the estimated cash flows at market interest rates applicable to similar instruments.

As of September 30, 2009, estinated fiir vahuies and respeetive camying valies of our secured convertible debentures are as follows:

Fair Carrying

Financial Instrument Note Value Value

$ 1,000,000 12% Secured Convertible Debenture 1 $ 1,129,294 $ 1,006,588
$ 500,000 12% Secured Convertibke Debenfure 7 $ 564,647 $ 503,293
3 600,000 12% Secured Convertible Debendure 7 5 636,181 3 293,726
$ 500,000 12% Secured Comvertible Debenture 7 5 530,151 3 271,741
$ 300,000 12% Secured Convertible Debenture 7 $ 501,794 3 179,778
$ 1,100,000 12% Secured Convertible Debenture 7 §  1,080422 $ 391,630

Derivative financial mstruments, as defied it ASC 815-10-15-83 Derivatives and Hedging, consist of financial mstruments or other contracts that contain & notional amount and
one or more wilerlying (e.g iterest rate, security price or other variable), require no itial net Iwesment and permit net settenent. Derivative financil instrurents may be
free-standing or embedded in other financial fnstruments. Furiher, derivative fimancil instruments are initially, and subsequently, measured at fair value and recorded as Tabilites or,
# rare instances, assets.

We generally do not use derivative financial istruments to hedge exposures to cash-flow, market or forejgn-currency risks. However, we have entered into certain other financiat
imstruments and contracts, such as our secured convertible debenture and warrant financing arrengenents that are either (i) not afforded equity classification, (i) embody risks not
clearly and closely refated to host contracts, or ({if) may be net-cash seftied by the counterparty. As required by ASC 815, these instruments are required to be camied as derivative
liabilitios, at fair vakie, a1 our financial statements.

50




The fair valie of our derivative labilities consist of the following:

Indexed September 30, September 30,
Derivative Financial Insirument Shares 2009 2008
Warrants:
September 10, 2008 Series B warrants { Tranchie ) 2,000,000 % 127400 § 187,800
September 10, 2008 Series B warmants (Tranchie 2) 4,000,000 254,300 375,600
January 30, 2009 Series C-3 warrants 2,400,000 167,040 --
January 30, 2009 Scries BD warrants 480,000 33,408 --
Februaty 6, 2009 Series C-4 warrants 2,000,000 139,400 --
February 6, 2009 Series BD warrants 800,600 55,760 --
Tuly 20, 2009 Series C-5 warrants 2,000,000 146,600 -
September 25, 2009 Series C-6 wamanis 4,400,000 335,720 -
September 235, 2009 Seriecs BD warrants 880,000 67,144 -
Compound Derivative Financil Instruments:
$1,000,000 Comvertible Debenture, dated September 10, 2008 4,000,000 -- --
$500,000 Convertible Debenture, dated September 10, 2008 2,000,000 -- --
$600,600 Converfible Debenture, dated January 30, 2009 2,400,000 -- --
$500,000 Convertible Debenture, dated February 6, 2009 2,000,000 .- -
$500,000 Convertble Debentire, dated July 20, 2009 2,000,000 -~ --
$1,100,000 Convertible Debenture, dated September 25, 2009 4,400,000 -- --
Total 35760000 § 1327272 § 563,400

The following tabk summarizes the sfiects on owr income (loss) associted with (i) changes in the fat valies of our derivative financial nstruments and (fi)day-one losses resulting
from inception date derivative &ir values greater than the underiying proceeds in our firancings:

Year Ended
. September 30 Septenber 30,
2009 2008

September 10, 2008 Series B wamants (Tranche 1) $ 60,400 § (2,600)
September 10, 2008 Series B warrants (Tranche 2) 120,800 {5,200)
January 30, 2009 Series C-3 warmnts 18,720 -
January 38, 2009 Serics BD warrants 3,744 -
February 6, 2009 Series C-4 warrants {4,800) -
February 6, 2009 Serics BD warrants (1,920) -
July 20, 2009 Serks C-5 warranis 12,660 --
Pay-one derivative losses (30,898) --

Total 3 128,646 $ {7,800)
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Advertising

InJune 2009, we mcurred prepaid advertising for the creation of an informercial to be aired during the deployment and Jaunching of our TK6000. The prepaid adveriing was
charged to advertising expense, as follows:

Amoumnt
Cash paynent 5 100,000
Share-based payment (1,000,000 common shares) 250,000
Total $ 350,600

Income Taxes

We record our income taxes using the asset and lability method. Under this method, the fitture tax consequences atiributed to differences between the financil statement carrying
amounts of exisling assets and liabilities and therr respeciive tax basis are reflected as tax assets and labiities using enacted fax rates expected fo apply to taxable kicome in the
years in which those temporary differences reverse. Clianges in these deferred tax assets aid labilities are reflected in the provision fr incomne taxes. However, we are required to
evahate the recoverability ofnet deferred tax assets. ITit is more likely than not that some portion ofa net deforred fax asset will not be realized, a valation allowance 5 Tecogiized
with'a charge to the provision for income taxes,

Net Loss per Common Share

Basic loss per common share represents 0w net loss divided by the weighted average number of common shares outstanding diring the period. Diluted Joss per comanon share
gives efiect to all potentially diutive securitics. Weo compte the effects on diluted loss per cominon share arising from warrants and options using the treasury stock method. We
compute the efects on difuted foss per cormmon share arising from convertible securities using the if-converted method. The effects, ifanti~ difutive are exchuded.

Recent accounting pronouncements

In June 2009, ‘The Financiat Accounting Standard Board (FASB™ sswed Accouniing Standards Update No, 2009-01, Generally Accepted Accounting Principles, which
establishes FASB Accounting Staudards Codification (“the Codification”) as the ofiicial single source of authoritative U. S, GAAP. All existing accounting standards are
superseded. Allother accounting guidance not inchided in the Codification will be considered non — authoritative. The Codification also ingludes all reflevant SEC guidance
organized wsing the sams topikal structure it separate sections within the Codification.

Following the Codification, the FASB will not issue standards i the form of Statements, FASB Staff Positions or Fimerging Issues Task Force Absiracts, Tistead it will Bsue
Accounting Standards Updates (“ASU") which will serve to update the Cedification, provide background information about the guidance and provide the basis for conclisions on
the changes to the Codification.

The Cedification is not intended to change GAAP, but it will change the way GAAP & organized and presented. The Codification i efScibve for our fiscal year ended Sepiember
30, 2009 fmanciat statements and the principal inpact o our financial statements & Hmited to disclosures, as all fitwe references fo authoritative accounting Tieratue will be
referenced i accordance with the Codification,

InDecember 2007, the FASB revised the authoritative guidance for business combinations. This guidance establishes principles and requirements for how' the acquirer in a business
combination recogiizes and measures i its financial statements the identifiable assets acquired, the Fiabilities assumed and any non - controlling interest #t the acquiree. This
guidance changes the accounting for business combiations i a naumber of areas, iicluiding the treatment of contingent cousideration, preacquisition contiigencics, transaction costs
and restructuring costs. In addiion , under the new gidance, changes in the acquired entity’s deferred tax assets and unceriain tax positions after the measurement period will
impact incone tax expense, This guidance was effective for fiscal year begining on or after December 15, 2008 and requires the immediate expensing of acquisition related costs
associated with acquisiions conpleted after December 31, 2008. Adoption of this guidance on Qcteber L, 2009 had no impact on our resulis of eperatiorns, and financil
position. However, we expect this guidance will affect acquisitions made thereafter, though the impact will depend upon the size and nature of the acquisition.
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In March 2008, the FASB &sued authoritative guidance on disclostires about derivative mstruments and hedging activities. This guidance addresses enhanced disclosure concerning
(a) the manner i which an entity uses derivatives (and the reasons & uses them), (b) the mwnner v which derivatives and related hedged items are accounted for and () the effects
that derivatives and related hedged #ens have on an entity’s financil position, financial performuance, and cash flows, This guidance was effective for financial statements issued for
fiscal years and interin periods begining on or affer November 15, 2008, Adoption of this guidance did not have a material mmpact on our financial position or results of
operations.

In June 2008, the FASB issued autloritative guidance on the treatment of patticipating securities 1t the calculation of eamings per shares (“ESP™). This guidance addresses whether
instrurvents granted i share — based payment transaciions are participating securities prior to vesting and, therefore, need fo be inchided in the camings allocation it computing ESP
under the two - clss method. This guidance was effective for fiscal years begining on or after December 15, 2008, Adoption of this guidance did not have a naterial inpact on
our resufts of operations and financial position, or on bask: or diluted ESP.

In April 2009, the FASB issued authoritative guidance on interim disclosizes about fair value of financial instruments. This guidance requires disclosures about fafr vahie of fnancil
instruments for mterim reporiing periods as well as in anmal financial statements for nterim periods ending after June 15, 2009, Adoption of this guidance had no effect on our
restlts of operations of fmancizl conditions.

In I\rfay 2009, the FASB bsued authorifative guidance on subsequent evenis. This guidance establishes general standards of accounting for and disclosure of events that accur after
the balance sheet date but before financial statements are bsued or are avaitible to be bsued. This guidance &s effective for interin or aniual financil periods ending after June 15,
2009. Adeption of this guidance did not have an impact on our results of operations or financial position.

In August 2009, the FASB updated its authoritative guidance on fir valie measurerment and disclosures. This update provides amendments to reduce potential ambiguity in financil
reporting when measuring the fir value of fiabilities. Among other provisions, this update provides clarification that ix circumstances in which a quoted price i an active market for
the ientical liability & not avaitable, a reporting entity & required to measure fair vakie using one or more of the valuation tectmiques descrived in ASC Update 2009 - 05. ASC
Update 2009 — 05 will become effective for our quarter financial statenents at December 31, 2009. We have not yet determited the impact that this update may lave onour
financial statements,

Note 3~ Going Concem:

The preparation of financial statements in accordance with accounting principles generally accepted i the United States contemplates (hat operations will be sustained for a
reasonable period. However, we have mewrred operating losses f$2,737,817 and $2,009,907 during the year ended September 30, 2009 and 2008, respectively. In addition,
diring these periods, we used cash of $1,715,260 and $110,508, respectively, in our operating activities. Sihce our imception, we have been dependent upon finds rased throngh
the sssuance of debentures and wareants. These conditions raise doubts about our ability to continue as a going concem r a reasonable period. Our ability to contitue as a going
concern for a reasonable period & dependent upon our ability to rake suflicient capial to implement our buskiess phn and to generate profis to becoms financially viable. During
the year ended September 30, 2009 and 2008, we raised $2,397,400 and $448,300, respectively, from the issuance of debenfures and warrants.

We cannot provide assurances regarding the success ofour current operations. Our financial statements do not include adjustments relating to the recoverability of recorded assels
or liabilities that might be necessary should we be unable to continue as a going eoncem,
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Note 4 - Interfink Asset Group Acquisition:

On September 10, 2008, we acquired certain tangible and tangible assets, formerly ovwned by Interlink Globat Corporation {‘Tntertink™), {the “Interlink Asset Group™) directly
from Interlink’s creditor who had seized the assets pursuant to a Security and Collateral Agreement. Our purpose in acquiring these assets, which mchided employment rights to the
executive management team of Tnferlink, was to advance the TK 4000 VoIP Technology Program, which Interfink nnched i July 2008. Accordingly, these assefs substantially
comprise owr current busiwess assets and the mfrastructure for our operations. Contemporaneously with this purchase, we executed an assignment and intellectual property
agreenent with Interfink that served to perfect our ownership rights to the assets,

Consideration for the acquisition consisted ofa face vatue $1,000,000 convertibk debenture, plus warrants fo purchase 4,000,000 shares of our common stock. On the date of the
Interfink Asset Group acquisition, we also entered Bito a financing agreement with the creditor that provided for the ssuance of a face value $500,000 convertible debenture, plus
warrants to purchiase 2,000,000 shares of'our common stock for net cash consideration of $448,300. These financial instnuments, and our accounting therefore, are frther
addressed in Note 7.

The transfer of the Interlink Asset Group required s to determine whether the group of assets constituted & business, or whether the group of assets did not constitute a business.
We pecomted for the acquisition of the assets of Interlink Asset Group as an acquisition of productive assels and not as a business, In addition fo our analysi that gave rise to the
conclusion that the Interlink Asset Group did not constitute a business, we considered whether the two aforenentioned financing arrangenments showld be conbied Bbr purposes of
accounting for the acquisition, In reaching a conclusions that they should be combined we considered and gave substantial weight fo the facts that (D) they were entered into
contemporaneously and in contemplation ofore another, (i) they were executed with the same counterparty and the tenms and conditions of the financial istrwments and inderlying
confracts are substantially the same and (iif) there 5 otherwise no economic need nor substantive buskiess purpose for structuring fhe transactions separately. Accordingly, for
purposes of accounting for the Interiink Asset Group acquisition we have combined the financing arrangements associated with both the asset purchase and the cash fitancing
arrangement, Accounting for the financhl Istruments arising from these arrangements i further diseussed a1 Note 7.

Notwithstanding owr conclusion that the Inferlink Asset Group did not constitute a business, Owr measurerrent principles provide that, when consideration is not in the form of cash,
measurement & based upon the fair value ofthe consideration given or the farr vakie of the assets acquired, whichever & more clearly and closely evident and, thus nore retiably
neasireable. We have concluded that the value of the consideration given represening the fnancial struncats, is more clearly evident and refiabk for this purpose because (i) the
exchange resulted from exhaustive negotiations with the creditor, (i) i value measurernents of our financil fstruments are i part based upon market indkators and asswmptions
derived for active markets, and (jii) while ultimately reasonablk, our fair valie measurements of the significant tangible and intangibls asset relies heavily on subjective estimates and
prospective financial mformation. The Hllowing tabk refiects the components ofthe consideration paid to effect the acquisition;

Fmancial Instrument or Cost: Amount
Converiible debentures:
$1,000,000 face value, 12% convertible debentures $ 1,014,002
$500,000 face vahe, [2% convertible debenfures 567,000
Chass B wammanss, idexed to 6,000,000 shares of common stock 555,600
Direct costs 39,200

8 2,115,802

We have evaluated the substance of the exchange for purposes of identifying all assets acquired. ‘Ihe recognition of goodwill & not contemplated in an exchange that & not a
business or accowited for as a business combination.
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“The following table reflects the acquisition date fair values and the finat allacation of the conskderation to the assets acquired. The allocation was performed wder the assumption
that an excess i consideration over tie fir values of the assets acquired & allocated o the assels subject to depreciation and amoriization, based upon their relative fair vakies, and
not 1o those assels with idefinite lives. A difference in the recognized basis in the valie of the consideration between beok and icoms tax gives rie to the deferred ncome taxes..
Ouranalysis did not result i impainment, bt we are required to contiue to perform this analysis as provided v our impainments and disposals policy (see Note 2).

Asset or Account Fair Value Alfocation
Cash $ 487,500 % 487,500
Deferred finance costs 24,398 24,398
Tekconmmmications equipment and other property 411,203 756,171
Intangible assets:
Knowhow of specialized employees 212,254 212,254
Tradenurks 180,925 332,708
Employnient arangements 122,400 225,084
Workforce 54,000 54,000
Telephony license 5,000 9,195
Domain nangs 4,200 7,723
Deferred icome taxes - (8,033}
Interest expense {fmance costs allocated to warrants) 14,802 14,802
Total $ 1,516,682 % 2,115,802

In connection with the above allocation, we evahated the presence of in-process research and developinent that may require recognition (and fmmediate write-oll). We conchided
that in-process research and developnment was de mininus siice developient is planied to be outsowreed subsequent to the acquisition and, i fact, no substantive effort and/or
costs were found in the records of Inferlitk. Research and development will be expensed as it 5 incurred.

As more filly dscussed in Note 9, we ssued 6,000,000 shares of cormon stock to our new management team n connection with the Interink Asset Group acquisition. These
shares are compensatory i nature and are fully vested. We have vahied the shares at $1,500,000, consistent with fair value measuremiznts used elsewhere i our accounting, and
recopnized the expense in compensation for the period.

Note 5 - Telecommunications Equipnient and Other Property:

Telecommumications equipment and other property consist of the Hilowing:
September 30

Life 2009 2008
Telecommunication equipment 7 b 650804 § 641,460
Computer equipnent 5 166,577 85,111
Office equipment and fimishing 7 23,760 19,559
Purchased software 3 10,041 10,041
Sub— fotal 791,182 756,111
Less: accwmilated depreciation (125,867 {6,404}
Totat 3 665315 § 749,767

Owr-telecommunications equipment is deployed i our Network Operations Center (*NOC™ as & most of the computer equipment. Gther computer and office equipment and
furnishings are deployed at our corporate oftices, which we kase under an operating kase. Deprecition of the shove assets amounted 1o $119,463 during the fiscal year ended
September 30, 2009 and $6,404 during year ended September 30, 2008,
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Note 6 - Intangible Assets:

Intangible assets consist of following: Lif Septenther 30,
2009 2008
Trademarks 5 3 332,708 3 332,708
Employent agreements 3 225,084 225,084
Knowhow and specially skik 3 212,254 212,254
Workforce 3 54,000 54,000
Tekphony licenses 2 9,195 9,195
Patents 20 15,024 -
Domain names 2 $ 7,723 § 7,723
. 851,988 840,964
Less accumulated amortization (247,001) {8,221}
$ 604,987 & 832,743

Amortiztion of the above intangble assets amounted to $238,780 and §8,221 for year ended September 30, 2009 and 2008, respectively. The weighted average amorization
period for the amortizablke itangible assets & 3.0 years.

Estmated fature amortization of intangible assets for each year ending after September 30, 2009, & as folows;

2010 $ 246,060
: 2011 225910
2012 70,238
2013 62,779
Total $ 604,987

Note 7 - Secured Convertible Debentures and Warrant Financiog Arrange ments:

The careying values ofour 12% secured convertible debentures consist of the following:

September 30,

2009 2008
$1,000,000 fice value convertible debenture, due September 10, 2010 $1,006,587 $1,013,611
$500,000 face value converiibk: debenture, dug September 10, 2010 503,293 506,804
$600,000 face value convertible debeniure, due January 30, 2011 293,726 --
$500,000 face value convertible debenture, due January 30, 2011 271,741 --
$500,000 face value convertible debenture, due July 20, 2011 179,778 --
$1,100,000 face value convertible debentwre, due September 25, 2011 391,630 --

Total 52,646,755 $1,520415
Current poriion 1,509,880 --
i.ong portion $1,136,875 $1,520,415

2008 Convertible Debenture Financing

On September 10, 2008, we tssued a $1,000,000 face value, 12% secured convertibke debenture (T-1), due September 10, 2010 and Series B warrants indexed to 4,000,000
shares of our common stock it exchange for the Interlink Asset Group, discussed in Note 4. Also on September 30, 2008, we Bssued a $500,000 face value 12% secured
convertible debenture (T-2), due September 10, 2010 and Series B warrants indexed to 2,000,000 shares of our common stock for net cash proceeds of $472,800. The warrants
have a term of five years. These fhancit instruments were Ssued to the same creditor under contracts that are substantilly sinilar, unfess otherwise mentioned in the following
discussion,
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The .prﬁacipal amount of the debentures is payable on Septernber 10, 2010 and the interest s payabke quarterly, on a calendar quarter basis. Whike the debenture & outstanding, the
vestor has the oplion to convert the principal baknce, and not the interest, nto shares of our cormion stock at a conversion price of$0.25 per comimon share. The terns of the
conversion option provide for anti-dilition protections for traditional restructurings of our equity, such as stock-splits and reorganiztions, if'any, and Hr sales of our conunon stock,
or Bsuances of commonr-iidexed fnancial nstrments, at amounts below the otherwise fixed conversion price. Further, the terms of the convertible debenture provide for certain
redemption Ratures. If, in the event of certain defauits on the terms of the debentures, sonxe of which are indexed to equity risks, we are required at the investors optios to pay the
higher of (1) 110% of the principal bakice, plus accrued interest or (ii) the ifconverted value of the underlying conmmon stock, using the 110% default amownt, plus accrued interest.
If this default redemption & not exercised by the investor, we woukd fncur a default iderest rate of 18% and the ivestor woukd Bave rights to our assets wrder the related Securiy
Agreement. We nay redeem the convertibk debentures at anytine at 110% of the principal amount, phts acerued iterest,

Because the two hybrid debt contracts were Bsued as compensation for the Intertink Asset Group and as firther discussed in Note 4 we concluded that they should be combined
for decommting purposes, the accounting resulted i no benefickl conversion feature.

2009 Convertible Debenture Financings
We entered into several Securities Purchase Agreements with Debt Opportunity Fund, LLP (*DOF™) during the year ended September 30, 2009.

- On January 30, 2009 we ksued (a) 2% Senior Secured Convertible Debentures i the aggregate principal amount of $600,000 with & malurity date of
January 30, 2011, convertible tito shares of conmmon stock at a conversion price of $0.25; and (b) Series C Warrants fo purchase 2,400,000 shares of
our comnon stock at an exercise price of $0.50 for net cash proceeds of $507,900. The warrants have a term of five years.

- On February 6, 2009 we ksued (a) 12% Senior Secured Convertibls Debenfures in the aggregate principal amount of $500,000 with a maturity date of
January 30, 2011, convertibke into shares of conmmon stock at & conversion price of $0.25; and (b) Series C Warrants to purchase 2,000,000 shares of
our comimon stock at an exercise price of $0.50 for net cash proceeds o' $443,250. The warrants have a term of five years.

- On July 20, 2009, we ssued (a) 12% Senior Secured Convertible Debentures in he aggregate principal amount of $500,000 with a naturity date of July
20, 2011, convernible into shares of conmon stock at a conversion price of $0.25; and (b) Series C Warranis to purchase 2,000,000 shares of our
common stock at an exereise price of $0.50 for net cash proceeds of'$446,250. ‘The warrants have a term of five years.

- On September 25, 2009, we Bsued (a) 12% Senior Secired Convertible Debentures i1 the ageregate principal amount of $1,100,000 with a maturiy
date of July 20, 201 1, convertble mto shares of common stock at a conversion price of $0.25; and (b} Series C Warranis to purchase 4,400,000 shares
of our comimon stock at an exercise price of $0.25 for net cash proceeds of 31,000,000, The warrants have a term of five years.

Each debenture bears mterest on the principal amownt outstanding and impaid from time to time at a rate of 12% per annum from the date of Bsuance until paid in fill. Interest &
calculated on the basks of'a 360-day year and paid for the actual number of days elapsed, and accrues and i payabke quarterly or upon conversion {as to the principal amount then
being converted). The debentures convert nto shares of our comenon stock at the option of the holder at $0.25 per share (which conversion price & subject to adjustiment under
ceail circumstances). The debentures are secured by & lien in alf of the assets of the Company, Furiler, the terms of the convertible debentures provide for defiult redemption
features similar to those described above. Since the Series C warrants offered fil ratchet anti-dition protection, any previowly ksued and outstanding warrants with a conversion
price greater than $0.25 automatically had their conversion price ratchet down to $0.25 as subsequent issuances were made with a fower conversion price. These financial
instruments incheded the Series C warrants associzted with the Janvary 2009, February 2009 and July 2009 financing. Each Series C Connon Stock Purchase Warrant &
exercisable, mwhole or in part, at any tine after ksuance and before the close of business on the date five (5) years ftom the initial exercise date.
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The offer and sak of the 12% Senior Secwred Convertible Debentures, Series C Common Stock Purchase Warrants and Series BD Common Stock Purchase Warrants was
affected in refiance on the exemptions for sales of securities not iwolving a public offering, as set forth in Rule 506 promulgated under the Securities Act and in Section 4(2) of the
Securities Act, based on the fllowing: (a) the Iwestors confimed to s that they were either “accredited ivestors,” as defined i Rule 501 of Regulation D pronwigated under the
Securifies Act or had such background, education and experience in financiat and business matters as to be able fo evaluate the merits and risks ofan investment i the securities;
() there was no public offering or general solicitation with respect to the offering; (¢} the fwvestors were provided with certain disclosure materiils and all other mformation
requested with respect to owr company; (d) the vestors acknowledged that alf securities being purchased were “restricted securities” for purposes of the Securities Act, and
agreed fo transfer such securities only in a transaction registered under the Securities Act or exempt fiom registration wder the Securities Act; and (e) a legend was placed on the
certificates representing each such security stating at it was restricted and could ouly be transferred if subsequently registered under the Securities Act or transferred ina
transaction exempt from registration under the Securities Act.

Midtown Pariners & Co., LLC {"Midtown Partuers™), an NASD registered broker dealer, acted as the plicement agent for the Company in connection with the January 30, July
20, and September 25, 2009 Convertible Debt Offerings (“2009 Convertible Debt Offerings™). We paid Midtown Partners cash commiissions equal to $198,000 and we ssued
Series BD Conunon Stock Purchase Warranis to Midtown Pariners entitiing Midtown Partners lo purchase 1,720,000 shares of the Company’s common stock at an initial
exercise price of $0.50 per share and 440,000 shares ofthe Company’s common stock at an initial exercke price $0.25 per share. Siwce the Series BD warrarts offered full ratchet
anti-dilution protection, any previously issued and outstending warrants with a conversion price greater than $¢.25 autonmtically had their conversion price ratchet down to $0.25 as
subsequent issuances were made with a conversion price o $0.25.

On September 22, 2009 we voided and reissued warrants iin connection with our financing transactions. The cancellation and rebsuance of warrants was treated as a modification
under ASC 470-50 Modifications and Extinguishments, although extinguishment accounting was not necessary sice the change i cash flow was <10%.

Cancelled and re-issued warrants were as follows:

Indexed Strike Reksued Indexed Strike

Original Warrants Shares Price Warrants Shates Price

C-1 warranis 2,400,000 $0.50 C-3 warmants 2,400,000 $0.50

C-2 wamants 2,000,000 $0.50 C-4 wamants 2,000,000 $0.50

BD-1 warranis 480,000 $0.50 BD-4 wamants 240,000 $0.25

BD-5 wamanis 240,000 $0.50

BD-2 warrants 400,000 $0.50 BD-6 wamants 200,000 $0.25

. BD-7 warmnts 200,000 $0.50
BD-3 warranis 200,000 $0.50 BD-8 warmnis 200,000 $0.25

BD-4 warrants 200,000 $0.50 BD-9 warranis 200,000 §0.50

Accounting for the Finaneing Arrangements:

We have evahuated the terms and conditions of the secured comvertible debentures wder the guidance of ASC 815, Derbvatives and Hedging, We have determined that, while the
anti dihition protections preclude treatment of the embedded conversion option as conventional, the conversion option & exempt from chissification as a derivative because ¥
otherwise achieves the conditions for equity classification (if freestanding) provided in ASC 815. We have firther determined that the default redemption features described above
are not exempt for treatent as derivative financial mstrunents, because they ase not ckarly and closely rehited intenms of risk to the host debt agreement. On the inception date of
the drrangements and as of September 30, 2008 and 2009, we determined that the fai vahie of these compound derivaiives s de minus. However, we are required to re-evaluate
this vahse at each reporting date and record changes in its & value, ifany, in income. For purposes of detennining the fiir value of the compownd derivative, we have evaluated
multiple, probability-weighted cash flow scenarios. These cash flow seenarios include, and will continue to inclhude fair value iaformation about our common stock. Accordingly,
fluctuations i our common stock vahe witl significantly influence the fiture outcomes from applying this technique.

58




Since, as discussed above, the embedded conversion options did not require freatment as derivative financ il instrunents, we are required to evalate fhe featwre as enbodying a
beneficial conversion feature wider ASC 470-20, Debt with Conversion and Other Options. A berefical conversion feature ("BCF™) k present when the fair value of the underlying
cormaon shate exceeds the eifective conversion price of the conversion option, 'The effective conversion price is ealeulated as the basis in the fnancing arrangenent allocated to the
hybrid convertible debt agreement, divided by the mmber of shares into whicl the nstrument & hdexed. Because the two hybrid debt confracts dated Septenber 10, 2008 were
issued as compensation for the Interlink Asset Group and as fimther dicussed in Note 4 we concluded that they should be corbined for accounting purposes, the accounting
resulted in no beneficial conversion feature, As reflected in the tabks below, the financings ksued in 2009 were Hund to have a BCF, These amounts gives effect to the {i) the
trading market price on the contract dates and (i) the effective conversion price of'each kssuance after allocation of proceeds to all fmancial instraments sold based upon their
refative far values, Notwithstanding, BCF was limited to the value ascribed to the remaining hybrid contract (using the relative fair vahie approaclt). Accordingly, the BCF allocated
to paid-in capital fom the 2009 financings amounted to $872,320 for the year ended September 30, 2009,

We have evaluated the tenms and conditions of the Series C and BD warrants under the guidance of ASC 480, Ditinguishing Labilities from Equity (“ASC 4807). The warmants
embody a findementat change-ir-control redemption priviege wherein the holder may redeem the warrants iy the event ofa change i control for a share of assets or consideration
received in such a contingent event. This redemption feature places the warrants within the scope of ASC 480-10, as put warrants and, accordingly, they are chssified I liabilities
and measured at inception and on an ongoing bask at fir value. Fair value of the warrants was measured using the Black-Scholes-Merton valuation technique and in applying this
technique we were required to develop certain subjective assumptions. We have vakied the underlying common shares at $0.25 on both the inception and the financial statement
date being representative of our best estimates of our enterprise value, applying discounted cash flow techniques consitent with approaches outlined by the American Institule of
Certified Public Accountants. .

Premiums on the secured convertible debentures arose from initial recognition at fair value, which & higher than face value. Discounts arose from mitiat recognition at fair vahie,
which & lower than frce value. Premiums and discounts are amortized through credits and debits to interest expense over the term of the debt agreement. Amortization of debt
(discoumt) premiums amounts to $(170,942) and $587 for the years ended September 30, 2009 and 2008, respectively.

Direct financing costs are allocated o the financial nstruments ssued (hybrid debt and warranis) based vpor their relative fair values. Amounts related to the hybrid debt are
recorded as deferred finance costs and amoriized through charges to mterest expense over the term of the arrengement using the effective nterest method. Amounts related to the
warrants were charged directly to come because the warrants were chassificd in liabilities, rather than equity, as descrbed above. Direct financing costs are amortized through
charges fo interest expense over the tenm of the debt agreement.
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The following tables flfustrate the mittal allocation to the scewred converiible debentures and warrants fiancing arangeents:

Sepicmber 19, 2008 September 18, 2008
$1,000,000 $560,000
Financing Financing
Secured convertbke debentures $ 1,014,102 § 507,000
Series B warrants {chssified as fiabilitics) 370,400 185,200
Compownd derivative -- .-
Total 5 1,384,502 § 692,200
January 30, 2009 Febnuary 6, 2009
$600,000 $500,000
Financing Financing
Secured convertible debentures $ 205440 % 200,400
Series C warrants (classified as Habilities) 185,760 134,600
Seres BD warmants {chssified as liabiliies) 37,152 53,840
Additional paid-in capital (BCF) 196,800 150,000
Direct financing costs (93,001) (77,923
Day-one derivative loss (24,251} (17,667
Compound derivative -- --
Total 3 507,900 & 443,250
July 20, 2009 September 25, 2009
$500,000 $1,100,000
Financing Financing
Secured convertibke debentures $ 160,800 3 388,760
Series C warrants (chssified as lirbilities) 159,200 335,720
Series BD warrants {classified as Habiltis) -- 67,144
Additional paid-it capital (BCF) 176,000 355,520
Direct financing costs (34,534) (117,380)
Day-one derivative koss (9,216) (29,764)
Compourd derivative - --
‘Fotal 3 446,250 § 1,000,000

On September 24, 2009, we obtained an extension of the interest paymenis due June 30, 2009 and September 30, 2009 to June 30, 2010 and September 30, 2010, respectively.
The change in cash flow from this modification was analyzed to determine if it was greater than [0% which would give rise to extinguishment accounting. In each case, the change in
cash flows was less than 10% so extingusShment accounting was not applicable.

Fair Value Considerations

We adopted the provisions of ASC 820 Fair Value Measurements and Diclosurgs (“ASC 820"} with respect to our fmancil istraments. As required by of ASC 820, assets and
labilities measured at fair value are classified i thekr entirety based on the lowest level of mput that & significant to their fir value measurement. Owr derivative financial straments
whicht are required to be measured at fair value on a recwrring bask wnder of ASC 815 as of September 30, 2009 and Septentber 30, 2008 are all measured at fair value using
Level 3 mputs. Level 3 inputs are unobservablo inputs that are supported by litle or no market activity aod that are significant 1o the fair valie of the assets or fiabilities,
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The following represents a reconcilition of the changes in fair value of financial mstruments measured at fiir value on a recurring basis using significant inobservable puts (Level 3)
during the year ended September 30, 2009:

Beginning balance: Derivative financial nstruments 5 563,400
Tofal gains {losses) 128,646
Purghases, saks, isuances and seltlements, net 635,226
Ending balance 1,327,272
Current portion 382,200
Long portion, derivative liabilitics 5 945,072

The warrants are valued using the Black-Scholes-Merton (BSM) valuation methodology because that model embodies all of the refevant assunwtions that address the featires
underlying these istnuments,
BSM inputs are as fllows:

Fiancing inception dates

Series Series Serks Series Serks Series
B c-3 C-4 C-5 C-6 BD
Warrants Warranis Warrants Warrants Warrants Warrants
Strike price $0.25 $0.25 $0.25 $0.25 $0.25 $0.25
Volatility 3% 76% 76% 82% 89% 76%-89%
Expected term (years) 3.00 500 5.00 5.00 5.00 5.00
Risk-free rate 2.91% 1.85% 1.97% 2.46% 231% 1.85%-2.31%
Dividends - - . - - -
Serics Serks Serics Serics Serics Series
September 30, 2008 B C-3 C-4 C-5 C-6 BD
Warrants Warmants Warrants Warrants ‘Warrants Warrants
Strike price $0.25 - - . - .
Volatility 4% - -- - - -
Expected term (years) -- - - - -
495
Risk-free rate 2.98% -- - - - --
Dividends - - - - - -
Series Series Series Serics Series Series
September 30, 2000 B C-3 C-4 C-5 C-6 BD
Warranis ‘Warrants Warrants Warmants Warmnis Warrants
Strike price 50.25 $0.25 $0.25 $0.25 $0.25 $0.25
Volatilty 93% 02% 92% 89% 89% 89%-93%
Expected term(years} 3.95 4.34 4.36 4.81 5.00 3.95-5.00
Risk-fiee rate 2.31% 2.31% 2.31% 2.31% 231% 2.31%
Divilends -- - - - - -
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Note 8 - Stockholders® Deficit:

Share-based payments (employees);

On September 10, 2008, we issued 6,000,000 shares of commion stock to our new nanagement team in comection with the Interlink Asset Group acquisition (see Note 4). These

shares are compensatory it nature and are filly vested. We have valued the shares at $0.25, consistent with falr value measwrements used ekewhere i our accowmting.

Officer Shares
Anastasios Kyriakides, CEQ 2,100,000
Nicholas Kyriakides 600,000
Kemneth Hosfekd, EVP 1,100,000
Leo Manzewisch, CTO 1,100,000
Guillermeo Rodriguez, CFO 1,100,000
. 6,000,000

Share-hased payment for goods and services to non-employees:

Duriisg the year ended September 30, 2008, we issued 2,150,000 shares of common stack to non-employees for goods and services.

Consultant/Provider Shares

FAMALOM, LLC $ 450,000
Decembra Diamond 368,000
John Clarke 100,000
Deadatus Consuliing, Ine, 90,600
Ron Roule 1,600,000
Iseal Aponte 150,000

2,150,000

Onluly 9, 2009, we ssued 1,600,000 shares of our common stock o non-emplovees for goods and services.

Consultant/Provider Shares

Oneii Reliant 1,000,000

Wanrants to purchase common stock:

Expense

525,000
150,000
275,000
275,000
275000

1,500,000

Expense

112,500
90,000
25,000
22,500

250,000
37,500

5w

Expense

250,000

On September 25, 2009, we Bsued Series C warrants to purchase 4,400,000 shares of our cominon stock it connection with financing transactions discussed in Note 7, These

warrants have a strike price of $0.50 and five years from issuance.

On July 20, 2009, we ssued Series C warrants fo purchase 2,000,000 shares of our comimon stock i connection with financing transactions discussed it Note 7. These warrants

have a strike price of $0.50 and expire five years flom issvance.

On ?ebmary 6, 2009, we issued Serics C warrants to purchase 2,000,000 shares of our common stock in connection with firancing transactions discussed i Note 7. These

watrants have a strike price of $0.50 and expire five years from ksuance.

On January 30, 2009, we isued Series C warrants fo purchase 2,400,000 shares of owr common stock I connection with fnancing transactions discussed 2 Note 7. These

warrants have a strike price 0f$0.50 and expire five years from ssuance.
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We akso issued Series BD warrants fo purchase 1,088,000 shares of our cotanon stock i connections with financing transactions discussed i Note 7. These warmants have a
strike price of $0.50 and expire in five years from ksuance,

We also issued Series BD warrants to purchase 1,080,000 shares of our common stock t connections with financing transactions discussed i Note 7. These warrants have a
sirike price 0f $0.25 and expire in five years fiom ksuance.

On September 10, 2008, we ssued Chiss B warrants to purchase 4,000,000 shares of our common stock it connection with financing transactions dscussed i Note 7. These
warrants have a strike price of $0.50 and expire five years from ssuance,

On September 10, 2008, we isued Cliss B warmants to purchase 2,000,000 shares of our common stock it connection with financing transactions dicussed in Note 7. These
warrants have a strike price of $0.50 and expire five years from Bsuance.

On January 17, 2007, we issued Class A warrants to purchase 3,099,712 shares of our commen stock in connection with a sak of conrmon stock, These warmrants have a strke
price of $0.25 and expire five years from issuance.

Indexed Shares Weighted Strike
QOctober 1, 2006

Issued 3262912 § 1.00
Exercised - -
Fxpired - -
September 30, 2007 3,262,912 8§ 1.00
Issued 6,000,000 § 0.50
Exercied - -
Expired - -
September 30, 2008 9262912 § 0.67
Issued 12,960,000 $ 0.50
Exercised - -
Expred/cancelied {163,200) (.25
September 30, 2009 22059712 8§ 0.57

The weighted average renamnig lift of the aggregate warrants i 4.5 years.

Refer to Nofe 2 for incoms associated with the classification of warrants labfiies at year end September 30, 2009,
Nnt;: 9 - Commitment and Contingencies:

Leases

We lease our principal office space under an arrangetnent that & an operating lease. Rent and associted occupancy expenses for year ended September 30, 2009 and 2008 was
$165,716 and $43,753, respectively.

Minimum non-canceliable fiture kease payments as of Septeinber 30, 2009, were as llows: 2010 - $98,725.
Employment arrangements

We have entered info an employment agreement with our Chief Executive Officer, Anastasios Kyriakides and in consideration of his services to us, we have agreed to pay hima
base salary of $150,000 plus certan bonuses and awards if the Company achieves certain profiability kevels and adopts certah centive cottpensation plns. As of Septerber 30,
2009, nore of these mcentive arrangements and plans had been reatized. The agreement & effective through September 30, 2013,
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Note 10 - Related Parties:

Effective December 30, 2007, we sold all of the assets associated with our advertising business as a going concem to Robert H. Blank, who was then our President and Chief
Operating Oflicer, The purchase price for the assets was $185,000. Mr. Blank paid the purchase price by assuming a convestibk debenture issued by us to Mr, Robin C, Hoover
inthe amount of $185,000. The convertible debenture constituted substantially all of our hiabilities at the time of the acquisition. In addition, Mr. Hoover and Mr. Blank tendered
208 and 200 shares of comumon stock, respectively, fo the Company. These shares had been issued to Mr. Blank and Mr. Heover as “founders” shares.

Effective September [0, 2008, we Bsued 1,000,000 shares to Apogee Financial Investments, Inc. in connection with certain consulting services rendered to us. Mr. Richard
Biamond & prosident of Apogee Financiaf Investments, Inc. and served as & member of our board of directors uniil his resignation on November 23, 2009, On the date of the
issuance, Mr. Diamond was not a member of our board of directors,

Midtown Partners & Co., LLC {*Midtown Partners™), an FINRA registered broker dealer, acted as the placerent agent in conmection with nultiple Convertible Iebt Offerings. In
congection with these offerings, we paid Midtown Partuers a cash comnission equal to $198,000; issued Series BD Conmon Stock Purchase Warrant to Midtown Partiers
etitling Midiown Pariners to purchase 1,080,000 shares ofotrr cormion stock atan inithl exercise price of $0.50 per share; and isued Series BD Common Stock Purchase
Warrant to Midtown Partmers entitfing Midtown Partners o purchiase 1,080,000 shares of our conmon stock at an intial exercise price 0f$9.25 per share, Midtown Pariners & a
wholly-owned subsidiary of Apogee Financhl [nvestiments, Inc. Mr. Richard Diimond s president of Apogee Financial Investments, Inc. and served as a member of our board of
directors witdl his resignation on November 23, 2009,

A company ewned or controlied by a major sharchokder of NetTalk.com, Inc., provided services to us, as follows:

In June 2009, we incurred advertising expense for the creation ofan ifonereial to be aired during the deployment and lumching of our TK6000. The deployment and kumching of
our TK6000 has a beeit 2 success and fhe mfomercial & presently naming weekly on most US markets.  The advertising expense ncurred, was as Bllows:

[tens Amount

Cash payment $ 100,600
Share-based payment { 1,000,000 common shares) 250,000
Total b3 350,000
Accownts payable to Omni Reliant 3 85,479
Advertising costs — infomercial and media costs 3 85,479

At September 30, 2009, Due to oflicers amounted to $56,300, the amount is revolving and will be liquidated within one year.
WNote 11 - Discontinned Operations:

On September 10, 2008, at the time we acquired the Interlink Asset Group, our managerment and Board of Directors committed fo the dicontinuance and disposal of our
advertising business. We disposed of this asset {o be able to concentrate our efforts exclusively on the deployment of the TK 6000 product offering. We concluded that the
advertising business constiirted a component of our business and have presented the unit in flie accompanying financial statements on the basis that () e operations and cash flows
of the conponent have been eliniated from owr ongoing operations a result ofthe disposal transaction and (b) we have no significant continuing volvement # the aperations ofthe
comporient after the disposal fransaction. During fscal year ended September 30, 2008, we sold the advertising business resulting i a gain on sak of $168,083,

There are no assets or labilities remaining at September 30, 2009,

The caption discontirued operations on our statements of operations refleets the following:

Septernber 30, ‘

2009 2008 |

|

Tncome from discontaued business $ - 3 18,645 ‘
Gaint on sale ofequipment - 168,083 i

Total $ - § 186,128
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Note 12 - Income taxes:

Our income tax provision (benefit) for the year ended September 30 consiied ofthe following:

September 30,
2009 2008

Current provision $ - 3 (8,033)
Deferred provision - -
Changes i valuation allowance . - -

5 - 3 (8,033}
Our effective tax rate dillers ffom statutory tax rates, as follows:

Septenber 30,
2009 2008

Federal statutory rate 34.0% 34.0%
State rate, net of fderal benefit 3.6% 3.6%
Derivative mcome 4.3% -%
Change i valuation allowance {41.9%) (37.6%)
Effective tax rate 0.0% 0.0%

Belorred tax assets and (liabilities) reflects (he net fax effect of temporary differences between the carrying amount of assets and liabilities for fnancixl reporting purposes and
amonts used for income tax purposes. Significant components ofour deferred tax assets are as follows, as of September 30, 2009 and 2008:

September 30,
2009 2008

Property and fived assets $ (45284) 3 (1,254)
Reserves and accruals 392 -
Netoperating loss camy forwards 1,332,725 212,448

1,287,834 211,194
Valuation allowance {1,287,834) {211,194)
Net deferred taxes, after vahation allowance 5 - 8 -

Our valuation allowance increased $1,076,640 and $211,194 during the year ended September 30, 2009 and 2008, respectively.

Based on our prior earnings and sufficiency of income o be utilized in carry back years and fiture taxablk incon, & & more Hkely than not that these net deferred tax assets will not
be utilized. Therefore, a vahation allowance has been set wp to reduce deferred tax assets to zero. As of September 30, 2009, we have net operating loss carry firward amowuing
to $3,544,482 that are available, subject to Hndtations, to offet fiture taxable ncome through 2024. All prior tax years, subject to limitations, remain subject fo examination by
Fedtral and state taxing authorities.
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Note 13 - Subsequent Events:
Effective November 15, 2009, our Board ofdirectors approved our 2010 Stock Option Plan. Gur plan & a long — tenm retention program that & intended to attract, retain and

provide mcentives for our talented ermployees, officers and directors and to align shareholders ard employee terests. We will grant stock options from our 2010 Siock Option
Plan during our fiscal year ending on September 30, 2010.

OnNovember 25, 2009 we filed Form & K to report the resignation of Mr. Richard Diamond as our director.

On December 1, 2009 we filed Form § K to report the approval and implementation of our Code of Ethics,

»
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