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ITEM 1. FINANCIAL STATEMENTS

FONEFRIEND. INC.

(A Development Stage Company)

BALANCE SHEET

ASSETS

June 30, 2004

(unaudited)

March 31, 2004

(audited)

CURRENT ASSETS:

Cash and cash equivalents $ 1,875 $ 94

Inventory-equipment 6,000 6,000

Total current assets 7,876 6,094

PROPERTY AND EQUIPMENT, net 11,252 12,125

OTHER ASSETS

Technology rights, FoneFriend license net of amortization 253,609 262,887
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Deposits - 4,561

$ 272,753 $ 285,666

LIABILITIES AND STOCKHOLDERS' DEFICIT

CURRENT LIABILITIES:

Accounts payable and Accrued Expenses $373,323 $ 364,204

Loans from others 15,952 105,000

Note from officer 15,000 15,000

Loan from officer 410,517 21,178

Total current liabilities 814,793 505,382

Long Term Notes - 25,000

Total Liabilities - 530,382

STOCKHOLDERS' DEFICIT

Common stock, $0.001 par value; 200,000,000 shares authorized; 119,543,174
shares issued and outstanding 119,543 17,758

Additional paid-in capital 15,452,396 6,428,604

Advance payment for customer data base (8,928,571) -

Prepaid Consulting Expenses (582,037) (776,050)

Accumulated deficit (6,603,388) (5,915,028)

Total stockholders' deficit (543,057) (244,716)

$ 272,735 $ 285,666

The accompanying notes are an integral part of these financial statements.

FONEFRIEND CORPORATION

(A Development Stage Company)

STATEMENTS OF OPERATIONS

Three months ended June 30,
Cumulative

from
inception
(April 24,

2001 to June
30, 2004

2004 2003Net revenues $ - $ - $ -
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Operating expenses:

     General and administrative 289,841 19,892 1,423,762

     Impairment of investment - - 150,000

     Impairment of intangible assets - - 1,559,969

     Consulting expenses 377,320 55,565 2,891,027

Operating loss (667,161) (75,457) (6,024,758)

Non-operating income (expense):

     Loss on settlement of debt (16,716_ - (16,716)

     Interest expense (3,683) - (13,388)

     Litigation settlement - - (81,940)

Total non-operating expense (20,399) - (112,044)

Loss before income tax (687,560) (75,457) (6,136,802)

Provision for income taxes (800) - (2,400)

Net Loss (688,360) (75,457) (6,139,202)

Dividend paid to preferred shareholders - - (464,186)

Net loss applicable to common shareholders $ (688,360) $ (75,457) $ (6,603,388)

Basic and diluted weighted average number of common stock
outstanding * 20,385,231 8,926,000

Basic and diluted net loss per share for common stock $ (0.03) $ (0.01)
* Weighted average number of shares used to compute basic and diluted loss per share is the same since the effect of
dilutive securities is anti-dilutive.

The accompanying notes are an integral part of these financial statements.

FONEFRIEND, INC.

(A Development Stage Company)

STATEMENTS OF CASH FLOWS
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Three months ended June 30,
Cumulative

from inception
(April 24,

2001 to June
30, 2004

2004 2003CASH FLOWS FROM OPERATING ACTIVITIES:

Loss from development stage operation $ (688,360) $ (75,457) $ (6,603,388)

Adjustments to loss from development stage operations:

     Shares issued for consulting services & prepaid expense 299,270 - 6,225,398

     Shares issued for legal settlement - - 42,000

     Shares issued for legal fees 18,000 - 31,500

     Shares issued for interest expense 7,500 7,500

     Loss on settlement of debt 16,716 16,716

     Shares issued for dividends to preferred shareholders - - 464,186

     Write off of inventory - - 10,000

     Capitalized development costs - - (1,626,305)

     Impairment of capitalized development costs - - 1,559,969

     Impairment of investment - - 150,000

     Depreciation and Amortization Expense 224,681 873 267,354

     (Increase) in loan discount (63,000) (63,000)

     (Increase)/Decrease in Prepaid Expenses - 53,625 (633,050)

     Purchase of inventory equipment - - (16,000)

     Increase in Deposits 4,561 - 0

     Increase in accounts payable 9,120 - 367,639

     Stock subscriptions receivable - - -

     Other - (405) (23,095)

          Net adjustment to loss from development stage operations 516,848 54,093 6,780,812

          Net cash provided (used) by development stage operations (171,512) (21,364) 177,424

CASH FLOWS FROM INVESTING ACTIVITIES

     Purchase of furniture and equipment, net of depreciation - - (15,840)

     Purchase of technology license from FoneFriend System, Inc. - - (300,000)

     Addition to investment - Stock of FoneFriend System - - (150,000)

     Payment to universal broadband - - (50,000)

     Advances towards the acquisition of customer list (250,000) - (250,000)

     Net cash used in investing activities (250,000) - (765,840)

CASH FLOWS FROM FINANCING ACTIVITIES:

     Proceeds from loans payable 423,000 - 609,188

     Loan from officers and others (5,226) 1,300 (25,236)
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     Issuance of preferred stock for cash 5,519 - 6,339

     Net cash provided by financing activities 423,293 1,300 590,291

Net Increase (decrease) in cash & cash equivalents 1,781 (20,064) 1,875

CASH & CASH EQUIVALENTS, BEGINNING BALANCE 94 20,221 -

CASH & CASH EQUIVALENTS, ENDING BALANCE $ 1,875 $ 157 $ 1,875

The accompanying notes are an integral part of these financial statements.

FONEFRIEND, INC.

(A Development stage Company)

NOTES TO FINANCIAL STATEMENTS

NOTE 1 - DESCRIPTION OF BUSINESS & BASIS OF PRESENTATION

A. Description of business

FoneFriend, Inc. ("FoneFriend" or the "Company") was incorporated on April 24, 2001, under the laws of the State of
Nevada, and on November 21, 2002, was merged with and into FoneFriend, Inc., a Delaware corporation.

The Company is a development stage enterprise and has not generated any revenue during its history. The primary
business of the Company is Internet Telephony. The Company provides Voice over Internet Protocol (VoIP)
communications and related services to customers worldwide for a low monthly fee of about $15.00.

B. Basis of Presentation

The accompanying unaudited interim financial statements have been prepared in accordance with the rules and
regulations of the Securities and Exchange Commission for the presentation of interim financial information and
footnotes required by generally accepted accounting principles for complete financial statements. The audited
financial statements for the year ended March 31, 2004 were filed on July 16, 2004 with the Securities and Exchange
Commission and are hereby incorporated by reference. In the opinion of management, all adjustments considered
necessary for a fair presentation have been included. Operating results for the three-month period ended June 30, 2004
are not necessarily indicative of the results that may be expected for the year ending March 31, 2005.
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Significant Estimates

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

Fair Value of Financial Instruments

Statement of financial accounting standard No. 107, Disclosures about fair value of financial instruments, requires that
the Company disclose estimated fair values of financial instruments. The carrying amounts reported in the statements
of financial position for current assets and current liabilities qualifying as financial instruments are a reasonable
estimate of fair value.

Basic and Diluted Net Loss per Share

Net loss per share is calculated in accordance with the Statement of financial accounting standards No. 128 (SFAS
No. 128), "Earnings per share". SFAS No. 128 superseded Accounting Principles Board Opinion No.15 (APB 15). Net
loss per share for all periods presented has been restated to reflect the adoption of SFAS No. 128. Basic net loss per
share is based upon the weighted average number of common shares outstanding. Diluted net loss per share is based
on the assumption that all dilutive convertible shares and stock options were converted or exercised. Dilution is
computed by applying the treasury stock method. Under this method, options and warrants are assumed to be
exercised at the beginning of the period (or at the time of issuance, if later), and as if funds obtained thereby were used
to purchase common stock at the average market price during the period.

FONEFRIEND, INC.

(A Development stage Company)

NOTES TO FINANCIAL STATEMENTS

Issuance of Shares for Service

The Company accounts for the issuance of equity instruments to acquire goods and services based on the fair value of
the goods and services or the fair value of the equity instrument at the time of issuance, whichever is more reliably
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measurable.

Reclassifications

Certain comparative amounts have been reclassified to conform with the current year's presentation.

Recent Pronouncements

On May 15, 2003, the Financial Accounting Standards Board (FASB) issued FASB Statement No. 150 (FAS 150),
Accounting for Certain Financial Instruments with Characteristics of both Liabilities and Equity. FAS 150 changes the
accounting for certain financial instruments that, under previous guidance, could be classified as equity or
"mezzanine" equity, by now requiring those instruments to be classified as liabilities (or assets in some circumstances)
in the statement of financial position. Further, FAS 150 requires disclosure regarding the terms of those instruments
and settlement alternatives. FAS 150 affects an entity's classification of the following freestanding instruments: a)
Mandatorily redeemable instruments b) Financial instruments to repurchase an entity's own equity instruments c)
Financial instruments embodying obligations that the issuer must or could choose to settle by issuing a variable
number of its shares or other equity instruments based solely on (i) a fixed monetary amount known at inception or (ii)
something other than changes in its own equity instruments d) FAS 150 does not apply to features embedded in a
financial instrument that is not a derivative in its entirety. The guidance in FAS 150 is generally effective for all
financial instruments entered into or modified after May 31, 2003, and is otherwise effective at the beginning of the
first interim period beginning after June 15, 2003. For private companies, mandatorily redeemable financial
instruments are subject to the provisions of FAS 150 for the fiscal period beginning after December 15, 2003. The
adoption of SFAS No. 150 does not have a material impact on the Company's financial position or results of
operations or cash flows.

In December 2003, the Financial Accounting Standards Board (FASB) issued a revised Interpretation No. 46,
"Consolidation of Variable Interest Entities" (FIN 46R). FIN 46R addresses consolidation by business enterprises of
variable interest entities and significantly changes the consolidation application of consolidation policies to variable
interest entities and, thus improves comparability between enterprises engaged in similar activities when those
activities are conducted through variable interest entities. The Company does not hold any variable interest entities.

FONEFRIEND, INC.

(A Development stage Company)

NOTES TO FINANCIAL STATEMENTS

NOTE 2 - DEPRECIATION AND AMORTIZATION
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Property and equipment are stated at cost. Property and equipment at June 30, 2004 consists of the following:

Fu r n i t u r e  a n d  o f f i c e
equipment

$18,745

Accumulated depreciation 7,493

Total $ 11,252

NOTE 3 - INTANGIBLE ASSETS

Net intangible assets at June 30, 2004 were as follows:

License $ 300,000

Less Accumulated amortization (46,391)

$ 253,609

Amortization expenses for the Company's intangible assets over the next five twelve-month periods are estimated to
be:

2005 $ 37,113

2006 37,113

2007 37,113

2008 37,113

2009 37,113

Thereafter 68,044

Total $ 253,609

NOTE 4 - NOTE PAYABLE-OFFICER

The note from the officer of the Company is due on demand. The note is unsecured and bears the annual interest rates
of 10% on the unpaid principal balance. Interest on this note for the period ended June 30, 2004 amounted to $ 3,008.
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NOTE 5 - NOTE PAYABLE-OTHERS

Notes payable - others is comprised of the following:

Unsecured Note face value of $305,000 issued at a discounted price

of $260,000, interest free, due September 1, 2004 $305,000

Unsecured Note face value of $118,000 issued at a discounted price

of $100,000 due August 31, 2004 and interest free. 118,000

Unsecured note, interest rate 6%, interest payable on last day of

each month, due on demand 5,000

Unsecured note, interest rate 8%, interest payable on last day of

each month, due April 1, 2005 5,000

Unsecured note, interest rate 8%, interest payable on last day of

each month, due April 1, 2005 5,000

Unsecured note, interest rate 8%, interest payable on last day of

each month, due April 1, 2005 5,000

Unsecured note, interest rate 8%, interest payable on last day of

each month, due April 1, 2005 5,000

Unsecured note, interest rate 8%, interest payable on last day of

each month, due April 1, 2005 5,000

453,000

Less: Unamortized loan discount 42,483

410,517

FONEFRIEND, INC.

(A Development stage Company)

NOTES TO FINANCIAL STATEMENTS

Interest on these notes for the period ended June 30, 2004, and 2003 was $ 3,683 and $0, respectively. The
amortization of loan discount for those loans issued at less than face value for the period ended June 30, 2004, and
2003 amounted to $20,517 and $0, respectively.
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NOTE 6 - COMMON STOCK

During the period ended June 30, 2004, the Company issued common stocks for various services to following parties:

The Company issued 3,524,500 shares of common stock for consulting services. These issuances have been valued at
the fair market value on the date of issuance and amounted to $253,443. Included in above, 1,800,000 shares were
issued to officers of the Company valued at $144,000.

The Company issued 200,000 shares of common stock for legal services. These issuances have been valued at the fair
market on the date of issuance and amounted to $18,000.

During the three month period ended June 30, 2004, the Company issued 1,631,659 shares of common stock valued at
$124,216 in exchange of settlement of debt amounting $107,500 resulting in a loss of $16,716.

NOTE 7 - GOING CONCERN

The Company's consolidated financial statements are prepared using the generally accepted accounting principles
applicable to a going concern, which contemplates the realization of assets and liquidation of liabilities in the normal
course of business. However, the Company has accumulated deficit of $ 6,603,388 at June 30, 2004. The Company
incurred net losses of $688,360 and $75,457 for the periods ended June 30, 2004 and 2003, respectively. In view of
the matters described above, recoverability of a major portion of the recorded asset amounts shown in the
accompanying balance sheets is dependent upon continued operations of the Company, which in turn is dependent
upon the Company's ability to raise additional capital, obtain financing and to succeed in its future operations. The
financial statements do not include any adjustments relating to the recoverability and classification of recorded asset
amounts or amounts and classification of liabilities that might be necessary should the Company be unable to continue
as a going concern.

Management has taken the following steps to revise its operating and financial requirements, which it believes are
sufficient to provide the Company with the ability to continue as a going concern. The Company is actively pursuing
additional funding and potential merger or acquisition candidates and strategic partners, which would enhance
stockholders' investment. Management believes that the above actions will allow the Company to continue operations
through the next fiscal year.

FONEFRIEND, INC.

(A Development stage Company)
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NOTES TO FINANCIAL STATEMENTS

NOTE 8 - SUBSEQUENT EVENTS

On July 1, 2004, the board of directors accepted the resignation of two of the directors of the Company and the
appointment of three new directors.

On July 1, 2004, the Company closed its acquisition of 50,000 Voice over Internet Protocol (VoIP) customers from
InfiniCom Networks, Inc. The Company acquired 50,000 customers for consideration of $7,500,000, which was paid
by $250,000 in cash, a promissory note for $500,000 and 96,428,571 shares of common stock. The Company issued
96,428,571 shares of common stock on June 30, 2004, valued at $8,928,571, and has reflected the shares issued as
advance payment for list of customers in the equity section in the accompanying financial statements. On July 8, 2004,
the Company acquired an additional 10,000 Voice over Internet Protocol (VoIP) customers from InfiniCom Networks,
Inc. The additional customers were for consideration of $1,500,000, which was paid in the form of a promissory note
for $150,000 and 19,285,714 shares of common stock.

The issuance of stock in this transaction will result in InfiniCom becoming the major shareholder of FoneFriend,
owning approximately 82% of the Company's issued and outstanding shares of common stock.

On July 2, 2004, the Company entered into Asset Purchase agreement with YAP International, Inc. The Agreement
provides for the sale of right, title and interest in Technology License Agreement with FoneFriend Systems, Inc. (FSI)
and other tangible and intangible property used in connection with or relating to the sold assets, including, without
limitation, the goodwill of the Purchased Assets as a going concern, inventory of FoneFriend "beta" devices, Internet
servers and related equipment and software and 225,000 shares of FSI. On July 16, 2004, the Company received five
million, four hundred sixteen thousand, one hundred and fifty one (5,416,151) shares of the Purchaser's common
stock, subject to restrictions under Rule 144 of the Securities Act of 1933, as consideration. The Company has
represented that it will distribute the Yap shares to its existing shareholders of record on June 30, 2004, which will
result in shareholders receiving one Yap share for each four shares of FoneFriend. This distribution is subject to the
Company's determination that such a distribution is not in violation of Section 5 of the Securities Act of 1933 and/or
that the Company will not be deemed an underwriter for the purposes of the Securities Act of 1933.

FORWARD-LOOKING STATEMENTS

This document contains "forward-looking statements" within the meaning of the Private Securities Litigation Reform
Act of 1995. All statements other than statements of historical fact are "forward-looking statements" for purposes of
federal and state securities laws, including, but not limited to, any projections of earnings, revenue or other financial
items; any statements of the plans, strategies and objections of management for future operations; any statements
concerning proposed new services or developments; any statements regarding future economic conditions or
performance; any statements or belief; and any statements of assumptions underlying any of the foregoing.
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Forward-looking statements may include the words "may," "could," "will," "estimate," "intend," "continue," "believe,"
"expect" or "anticipate" or other similar words. These forward-looking statements present our estimates and
assumptions only as of the date of this report. Except for our ongoing securities laws, we do not intend, and undertake
no obligation, to update any forward-looking statement.

Although we believe that the expectations reflected in any of our forward-looking statements are reasonable, actual
results could differ materially from those projected or assumed in any or our forward-looking statements. Our future
financial condition and results of operations, as well as any forward-looking statements, are subject to change and
inherent risks and uncertainties. The factors impacting these risks and uncertainties include, but are not limited to:

our current lack of working capital;• 
increased competitive pressures from existing competitors and new entrants;• 
increases in interest rates or our cost of borrowing or a default under any material debt agreements;• 
deterioration in general or regional economic conditions;• 
adverse state or federal legislation or regulation that increases the costs of compliance, or adverse findings by
a regulator with respect to existing operations;

• 

loss of customers or sales weakness;• 
inability to achieve future sales levels or other operating results;• 
the unavailability of funds for capital expenditures; and• 
operational inefficiencies in distribution or other systems.• 

For a detailed description of these and other factors that could cause actual results to differ materially from those
expressed in any forward-looking statement, please see "Factors That May Affect Our Plan of Operation" in this
document and "Risk Factors" in our Annual Report on Form 10-KSB for the year ended March 31, 2004 and SB-2
filed on March 1, 2004.

Item 2. Plan of Operation

Overview

Background

We were originally incorporated in 1992 in Delaware under the name Picometrix Inc, and soon thereafter became a
publicly traded company. In 1997, Picometrix, Inc. merged with another business and changed its name to IJNT.Net,
and finally to Universal Broadband Networks, Inc. ("UBN"). On October 31, 2000, UBN filed a voluntary petition for
reorganization pursuant to Chapter 11, Title 11 of the United States Code, 11 U.S.C. Section 101 et seq., in the United
States Bankruptcy Court for the District of Eastern California. Pursuant to an Amended and Restated Plan of Merger,
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dated as of June 12, 2002 (and subsequently approved by the Bankruptcy Court), between FoneFriend, Inc., a Nevada
corporation founded in April, 2001 ("FoneFriend Nevada") and UBNon November 21, 2002, UBN completed its
acquisition of all the assets of FoneFriend Nevada. Subsequent to this acquisition, FoneFriend Nevada was dissolved
and UBN, a Delaware corporation, changed its name to FoneFriend, Inc.

Overview

We are a development stage company which currently has no revenues. Our primary business for Fiscal 2004 through
June 2004 was to market an Internet telephony device called the "FoneFriend" and related services to consumers and
businesses worldwide. The Internet telephony device was licensed from FoneFriend Systems, Inc. ("FSI") in April
2001. On July 2, 2004, subsequent to our year-end, we entered into an agreement with YAP International, Inc.
("YAP") to transfer certain assets and technology relating to the FSI agreement, which assets and technology we
determined were unnecessary under our revised Plan of Operation, in exchange for 5,416,151 shares of the common
stock of YAP, . The Company did not receive the shares pursuant to the agreement with Yap and is considering
revisiting the transaction with Yap.

InfiniCom Acquisition

On July 1, 2004, we completed the acquisition of 50,000 Voice over Internet Protocol ("VoIP") customers from
InfiniCom Networks, Inc., a California corporation, ("InfiniCom") whereby we issued 96,428,571 shares of our
common stock to InfiniCom, in addition to cash of $250,000 and a promissory note for $500,000. Further, on July 8,
2004, we acquired an additional 10,000 VoIP customers from InfiniCom in exchange for 19,285,714 shares of
common stock and a promissory note for $150,000. Both promissory notes bear simple interest at the rate of six (6%)
percent per annum and are due upon demand.

Prior to the Acquisition, we had approximately 23,114,603 common shares issued and outstanding. As a result of the
Acquisition, our total shares of common stock outstanding increased to 138,828,888 (on July 8, 2004), of which
InfiniCom controls 83.35%. InfiniCom is 100% owned and controlled by Sean McCann.

As a result of Mr. McCann's sole ownership of InfiniCom, his share control of FoneFriend and InfiniCom's
agreements, we are solely dependent upon Mr. McCann, who is not an officer, director or employee of FoneFriend.

Our New Plan of Operation
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As a result of the InfiniCom and YAP transactions we have revised our plan of operation to focus on the VoIP
customers acquired from InfiniCom.

We will acquire our customers by direct marketing, virual marketing and performance based Internet marketing. We
forecast that much of our customer growth will come from performance based Internet marketing agreements. The
advantage of performance based Internet marketing agreements is that there is no cost to us without compensating
revenues.

An example of one such performance based marketing agreement we have entered into is the agreement with
InfiniCom. InfiniCom agrees to supply subscribers at a cost of $150 each. Annual revenue from each subscriber is
$180 under this arrangement, after payment to InfiniCom, under our servicing agreement guarantees that we will
receive a minimum of 10% of the subscriber revenues, and we estimate that we will receive approximately 15% of the
subscriber revenues, or greater, depending on the number of subscribers. InfiniCom warrants that it will replace the
customer if any particular customer drops service with us prior to 52 weeks from the date that customer is delivered.
As of the date of this filing we have no commenced the receipt of revenues from InfniCom, as a result of the
acquisition of the subscriber base.

Our customers utilize a proprietary software program, offered by InfiniCom, which allows each customer to place
long distance and international telephone calls directly from its desktop or laptop computer. The customer is offered
an unlimited calling plan, at a rate of $15 U.S., per month, to the U.S., Canada, most of Europe and certain countries
in Asia.

We use third-party providers to support customer care. After certain subscriber counts have been achieved, we may
decide to support internal customer care operations from cash flow.

We are currently considering offering our customers a stand-alone, Internet appliance device (much like our previous
FoneFriend device), which will allow our customers to use their ordinary telephone handset to make calls using our
service. We plan to offer this product at no cost to our customers (and potential customers) in exchange for their
commitment to a long-term service agreement. Alternatively, we may offer such product at a charge to those
customers who use our service on a month-to-month basis.

Through InfiniCom as our agent, we bill and collect money for services at the time the service is offered directly from
a subscriber's credit card or check card.   Since our services include the ability for call termination to points outside
the unlimited dialing area, we hold a $50 pending authorization as security. The pending authorization is separate
from the monthly service fees charged and collected. Any additional charges are settled using the pending
authorization. If there are no additional charges, the pending authorization is released at the end of the subscribers
billing cycle.

We currently have a $3 million facility with Dutchess that may be used for a combination of future customer
acquisition, network build-out and corporate development. This facility is satisfactory for our current plans.
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Regarding the disposition of FoneFriend technology related assets:

Management evaluated the potential yield from commercializing the "FoneFriend" technology, versus the projected
costs of $2 to $3 million to build the FoneFriend infrastructure and implement a marketing campaign to attract
customers. Management concluded that our financial and personnel resources would be better spent on marketing the
new technology and services to the customers being acquired from InfiniCom.

Results of Operations.

Three month period ending June 30, 2004 and June 30, 2003

We had no revenues in the three months ended June 30, 2003 or 2004. Further, we incurred operating expenses of
$667,161 in three months ended June 30, 2004 compared to $75,457 in the three months ended June 30, 2003. The net
loss was $688,360 in the three months ended June 30, 2004 compared to $75,457 in the three months ended June 30,
2003.

The losses can be expected to continue until we are able to generate revenues in excess of expenses from our recently
acquired subscriber base, which revenue is anticipated to commence during the next quarter.

Sales

Since inception of our current business, we have not generated any revenues. However, subsequent to June 30, 2004,
as a result of the July InfiniCom transaction, we anticipate the generation of revenues in the near future. Specifically,
we acquired 60,000 customers, generating gross revenues of $15 per customer, per month, or $900,000, of which we
anticipate retaining approximately $130,000 of net proceeds after payment to InfiniCom under our servicing
agreement.

Expenses

Expenses for the three months ended June 30, 2004 and 2003 were $667,161 and $75,457, respectively, an increase of
$591,704. The increase in expenses was primarily attributable to consulting fees, which were paid for by issuing
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shares of our common stock in exchange for services.. Additionally, we wrote off our investment in the stock of
FoneFriend Systems, Inc. incurring further expense of $150,000.

We expect increases in expenses through the fiscal year ending March, 2005 as we move towards implementing our
plan of operation. We expect the increase to be primarily in marketing related expenses, such as advertising and
consulting fees, and additional salary expense as we increase our personnel commensurate with the growth of our
operations.

Income/Losses

Net loss attributable to common stockholders for the three months ended June 30, 2004 was $688,360 versus a loss of
$75,457 for the three months ended June 30, 2003, an increase of $612,903. The increase was primarily attributable to
increased consulting expenses, which were paid for by issuing shares of our common stock, and the write down in
value of our investment in the stock of FoneFriend Systems, Inc.

Impact of Inflation

We believe that inflation has not had a negative impact on our results of operations since inception. Until we are able
to sell products and generate revenue we will be unable to pass on inflationary increases in our expenses from
Development Stage Operations through increases in revenue.

Liquidity and Capital Resources

Cash flows used in operations were $(171,512) for the three months ended June 30, 2004, versus cash flows used in
operations of $(21,364) for the three months ended June 30, 2003. Net cash flows for the three months ended June 30,
2004 of $1,781 were primarily from $423,000 in proceeds from loans payable.

Net cash flows provided by financing activities were $423,293 for the three months ended June 30, 2004, versus
$1,300 during the three months ended June 30, 2003.

Factors that may affect OUR PLAN OF OPERATION

Our lack of operating history creates substantial uncertainty about future results.
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We are a development stage company with no operating history. We have recently switched our plan of operation and
are unsure as to our abilities to successfully support our recently acquired VoIP customers. As a result of our lack of
operating history, prospective investors have no operating and financial data about us on which to base an evaluation
of our performance and an investment in our stock. Our ability to provide VoIP services on a widespread basis and to
generate operating profits and positive operating cash flow will depend on our ability, among other things, to:

market our product and services and generate demand for them among our targeted client categories;• 
develop, enhance, promote and carefully manage our brand;• 
respond appropriately and timely to competitive developments;• 

develop our operational support and other back office systems;• 
attract and retain an adequate client base;• 
secure additional financing;• 
attract and retain qualified personnel; and• 
enter into and implement long term agreements for leased capacity and other services with established
telephone companies on satisfactory terms.

• 

We cannot assure you that we will be able to achieve any of these objectives, generate sufficient revenue to achieve or
sustain profitability, meet our working capital requirements or compete successfully in the telecommunications
industry.

In addition, our success will be particularly dependent on our ability to make further enhancements to our products
and services, and to market such products and services in a commercially viable manner, as to which there can be no
assurance. Unanticipated problems, expenses and delays are frequently encountered in establishing a new business,
including, but not limited to, lack of client acceptance, competition and inadequate marketing. Our inability to obtain
funds through the Equity Line of Credit will hinder our efforts to fully implement our planned marketing activities in
connection with our product and services. As a result we would be required to reduce or curtail operations. We can
make no assurance that we will be able to generate a profit.

Our independent auditors have expressed doubt as to our ability to continue as a going concern.

Our consolidated financial statements have been prepared assuming we will continue as a going concern. During the
three months ended June 30, 2003, we experienced a net loss from development stage operations of $688,360 and had
cash flows of $1,781. During the three months ended June 30, 2003, we experienced a net loss from development
stage operations of $75,457 and had negative cash flows of $20,064. In addition, we had substantial shareholders'
equity operating deficits for the three months ended June 30, 2003 and June 30, 2004 of $244,716 and $543,057,
respectively. Lastly, we have significant present and future working capital demands, which will require substantial
equity and debt financing which, with the exception of the Equity Line of Credit with Dutchess, have not yet been
secured. These factors, among others, raise substantial doubt about our ability to continue as a going concern. Our
independent auditors have also expressed doubt as to our ability to continue as a going concern. The consolidated
financial statements included elsewhere herein do not include any adjustments that might result from the outcome of
this uncertainty.

Edgar Filing: FONEFRIEND INC - Form 10QSB

18



In an effort to reverse the negative financial conditions noted above, we have entered into the Equity Line of Credit
with Dutchess, which allows us access up to $3 Million dollars in equity capital during the calendar years 2004
through 2006. We believe this financing will help us to further develop our business and facilitate our development of
an operating presence in the Internet telephony market.

There can be no assurances that we will be able to successfully implement our plans, including generating profitable
operations, generating positive cash flows from operations and obtaining additional capital to meet present and future
working capital demands.

The technology that allows voice communications over the Internet is in its infancy, and the quality of Internet
telephone calls needs improvement. Callers could experience delays, errors in transmissions or other interruptions in
service, all of which could negatively impact our future revenues, reputation and brand.

The technology that allows voice communications over the Internet is still in its infancy. Historically, the sound
quality of Internet telephone calls was poor. As the industry has grown, sound quality has improved, but the
technology requires additional refinement. Additionally, the Internet's capacity constraints may impede the acceptance
of Internet telephony. Callers could experience delays, errors in transmissions or other interruptions in service that are
beyond our control. The quality issues inherent in Internet telephony could negatively impact our future revenues,
reputation and brand. Furthermore, the technology that we have access to through InfiniCom is unproven and has not
been tested in a commercial environment. Therefore, there can be no assurances that our product will function as
anticipated when we are able to commence sales.

Our future performance will depend, in part, on our ability to provide discounted domestic international long distance
communications services with the cost savings of carrying voice traffic over the Internet, as compared to carrying calls
over traditional long distance networks. The price of long distance calls may decline to a point where we no longer
have such a cost advantage, which will be detrimental to our business prospects.

Our strategy for success is based partly on our ability to provide discounted domestic and international long distance
communications services with the cost savings of carrying voice traffic over the internet, as compared to carrying calls
over traditional long distance networks, such as those owned by AT&T, MCI

We intend to rely upon several unaffiliated, third party companies for computer equipment and software, network
services, component parts, manufacturing, systems integration and operational aspects of our business. Our inability to
maintain relationships with, or the loss of one or more of these unaffiliated companies, or the failure of their
subcontractors or suppliers to meet our operational requirements may force us to reduce or eliminate expenditures for
developing our infrastructure, research and development, marketing of our product or otherwise curtail or discontinue
operations, all of which may have a material adverse effect on our business, financial condition and results of
operation.
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The Company intends to rely upon several unaffiliated, third party companies, for computer equipment and software,
network and telecommunications services, component parts, manufacturing, systems integration and operational
aspects of our business. This outsourcing strategy involves certain risks, including the potential lack of adequate
capacity and reduced control over delivery schedules, manufacturing yield, quality, and costs. In the event that any
significant subcontractor were to become unable or unwilling to continue to supply, manufacture or maintain our
product or related services in the required volumes, we would have to identify and qualify acceptable replacements.
Finding replacements could take time, and management cannot be sure that additional sources would be available on a
timely basis. As a result, we are subject to the risk of interruptions in operations or supplies due to changes in market
demand, servicing costs, and competitors' prices. Our ability to maintain relationships with, or the loss of, these
unaffiliated companies, or the failure of their subcontractors or suppliers to meet our operational requirements may
require us to reduce or eliminate expenditures for developing our infrastructure, research and development, marketing
of our product or otherwise curtail or discontinue operations, all of which may have a material adverse affect on out
business, financial condition and results of operations.

Our common stock price has been or may continue to be volatile and investors may find it difficult to sell their shares
for a profit.

The trading price of our common stock has been and is likely to continue to be highly volatile. For example, during
the 52-week period ended August 16, 2004, the closing price of our common stock ranged from $0.04 to $0.51 per
share. Our stock price could be subject to wide fluctuations in response to factors such as:

actual or anticipated variations in quarterly operating results;• 
announcements of technological innovations, new products or services by us• 
or our potential competitors;• 
changes in our financial estimates or recommendations by securities analysts regarding us or our potential
competitors;

• 

the addition or loss of strategic relationships or relationships with our potential customers, partners or
consultants;

• 

announcements by us or our potential competitors of significant acquisitions, strategic partnerships, joint
ventures or capital commitments;

• 

legal, regulatory or political developments;• 
additions or departures of key personnel;• 
sales of our common stock by insiders or stockholders; and• 
general market conditions.• 

In addition, the stock market in general, and the Over-The-Counter Bulletin Board, as well as the market for Internet
telephony services and telecommunications related companies have experienced extreme price and volume
fluctuations that have often been unrelated or disproportionate to the operating performance of these companies. These
broad market and industry factors may reduce our stock price, regardless of our operating performance.

Existing stockholders will experience significant dilution from our sale of shares to Dutchess.

The sale of shares pursuant to our Investment Agreement with Dutchess may have a dilutive impact on our
stockholders. As a result, our potential net income per share could decrease in future periods, and the market price of
our common stock could decline. In addition, the lower our stock price at the time we exercise our "put" options, the
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more shares we will have to issue to Dutchess to draw down on the full equity line with Dutchess. If our stock price
decreases, then our existing stockholders would experience greater dilution.

Because our common stock is deemed a low-priced "Penny" stock, an investment in our common stock should be
considered high risk and subject to marketability restrictions.

Since our common stock is a penny stock, as defined in Rule 3a51-1 under the Securities Exchange Act, it will be
more difficult for investors to liquidate their investment even if and when a market develops for the common stock.
Until the trading price of the common stock rises above $5.00 per share, if ever, trading in the common stock is
subject to the penny stock rules of the Securities Exchange Act specified in rules 15g-1 through 15g-10. Those rules
require broker-dealers, before effecting transactions in any penny stock, to:

Deliver to the customer, and obtain a written receipt for, a disclosure document;• 
Disclose certain price information about the stock;• 
Disclose the amount of compensation received by the broker-dealer or any associated person of the
broker-dealer;

• 

Send monthly statements to customers with market and price information about the penny stock; and• 
In some circumstances, approve the purchaser's account under certain standards and deliver written statements
to the customer with information specified in the rules.

• 

Consequently, the penny stock rules may restrict the ability or willingness of broker-dealers to sell the common stock
and may affect the ability of holders to sell their common stock in the secondary market and the price at which such
holders can sell any such securities. These additional procedures could also limit our ability to raise additional capital
in the future.

Our agreements with InfiniCom, along with its patents, service marks, trademarks, trade secrets and other intellectual
property rights are crucial to our success. If InfiniCom defaults on its obligations under its agreements with us, we
may not succeed or be forced to find an alternative Internet voice transmission technology, which may be cost
prohibitive.

We regard InfiniCom's intellectual property as crucial to our success. If InfiniCom defaults in its obligations under its
agreements with us, we may not succeed or be forced to find an alternative Internet voice transmission technology,
which could be prohibitively expensive.

The FCC and state regulations may limit the services we can offer and restrict our intended operation and
development of our business.

Our intended Internet telephony operations are not currently subject to direct regulation by the FCC or any federal,
state or local governmental agency, other than regulations applicable to businesses generally. However, the FCC
recently indicated that the regulatory status of some services offered over the Internet may have to be re-examined.
New laws or regulations relating to Internet services, or existing laws found to apply to them, may have a material
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adverse effect on our intended plan of business, financial condition or results of operations.

Our planned provision of Internet telephony services could become subject to significant regulation at the federal,
state and local levels. The costs of complying with these regulations and the delays in receiving required regulatory
approvals or the enactment of new adverse regulation or regulatory requirements may have a material adverse effect
on our business, financial condition and operating results.

We cannot assure you that the FCC or state commissions will continue to refrain from taking regulatory action against
us upon commencement of our business. If they do, we must fully comply with the rules of the FCC or state
regulatory agencies, or face challenges to our authority to do business. Such challenges could cause us to incur
substantial legal and administrative expenses.

Internet telephony is at an early stage of development, and it is difficult to predict the size of this market and its
growth rate. We believe that our intended business will not grow without increased use of the Internet. Demand and
market acceptance for recently introduced products and services over the Internet are still uncertain. The Internet may
not prove to be a viable commercial marketplace for a number of reasons, any of which could adversely affect our
business.

Internet telephony is at an early stage of development, and it is hard to predict the size of this market and its growth
rate. We believe that our intended business will not grow without increased use of the Internet. Demand and market
acceptance for recently introduced products and services over the Internet are still uncertain. We cannot predict
whether potential customers will be willing to shift their traditional international or long distance calling activities to
an Internet based solution like we intend to offer. The Internet may not prove to be a viable commercial marketplace
for a number of reasons, including:

concerns about security;• 
Internet congestion;• 
inconsistent service; and• 
lack of cost-effective, high-speed access.• 

If the use of the Internet as a commercial marketplace does not continue to grow, we may not be able to grow our
customer base, which could prevent us from increasing revenues or achieving profitability.

Our principal stockholders control our business affairs in which case minority stockholders will have little or no
participation in our business affairs.

Currently, our principal stockholders, InfiniCom, Jackelyn Giroux and Gary A. Rasmussen, own or control in excess
of 80% of our common stock. In addition, our agreements with Jackelyn Giroux and Gary A. Rasmussen, as amended,
contain anti-dilution clauses which entitle them to maintain their equity positions in the Company at 21.2% and 25%,
respectively. Pursuant to our termination agreement with Ms. Giroux, she will no longer be entitled to anti-dilution of
her stock ownership, provided we remit monthly payments to her for past due salary. We are currently in default of
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such payments. Although we understand that Mr. Rasmussen intends to waive his anti-dilution provision only as it
relates to the issuance of shares as the result of the InfiniCom transaction, which would result in the issuance of
approximately 28,928,571 additional shares of restricted common stock to Mr. Rasmussen, the waiver of this
provision has not been formally documented. Furthermore, notwithstanding the shares issued to InfiniCom, Mr.
Rasmussen is currently entitled to receive 825,000 shares of common stock under the terms of his agreement with the
Company, As a result, these individuals have significant influence over all matters requiring approval by our
stockholders without the approval of minority stockholders. In addition, they are able to elect all of the members of
our Board of Directors, which allows them to significantly control our affairs and management. They are also able to
affect most corporate matters requiring stockholder approval by written consent, without the need for a duly noticed
and duly-held meeting of stockholders. Accordingly, you will be limited in your ability to affect change in how we
conduct our business.

The liquidating trustee under the plan of reorganization and subsequent merger of FoneFriend, Inc. with Universal
Broadband, Inc. may have the right to require us to redeem their 5% stockholder interest in the Company at its option,
at any time, for $3.0 million. Such a redemption may have a material adverse effect on us and force us to seek
protection under the bankruptcy laws. Additionally, the liquidating trustee may be entitled to receive additional stock
pursuant to an anti-dilution clause contained in the plan of reorganization.

The Liquidating Trustee under the Plan of Reorganization and subsequent merger of FoneFriend, Inc. with Universal
Broadband, Inc. may have the right to require us to redeem our 5% shareholder interest in the Company at its option,
at any time, for $3.0 million. Such a redemption may have a material adverse effect on us and force us to seek
protection under the bankruptcy laws. Furthermore, we may have an obligation to issue additional shares to the
Liquidating Trustee pursuant to an anti-dilution provision contained in the Plan of Reorganization. This may cause
additional dilution to our stockholders. Finally, all of the shares in the possession of the Liquidating Trustee may be
deemed to be "free trading" within the meaning of the Securities Act of 1933, as amended. Accordingly, such shares
would trade in the open market and the dilutive effect could have a negative impact on the market for our common
stock. We intend to contest the position of the Liquidating Trustee and the terms of the Plan of Reorganization, and
believe that the Liquidating Trustee is only entitled to a redemption out of surplus capital. In addition, Section 160(a)
of the Delaware General Corporation Law prohibits redemptions of capital stock when the capital of the corporation is
impaired or when such purchase or redemption would cause any impairment of the capital of the corporation. This
statute has been interpreted by the courts to mean that a corporation can only purchase its own stock out of surplus.
Currently, we do not have any surplus, and a redemption of our common stock at this point in time would be
prohibited as a matter of law.

We are highly dependent upon Sean McCaan and his abilities to operate InfiniCom

As a result of our agreements with InfiniCom, and the ownership by InfiniCom of approximately 83.35% of our
common restricted stock, and the ownership of 100% of InfiniCom by Sean McCaan, we are highly dependent upon
InfiniCom and Mr. McCaan and his ability to serve our customers and produce our revenues.

Employees
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The Company currently has two full time and two part time employees. We believe our relationships with all
personnel are good. The Company plans to hire additional personnel at such time as our business growth demands.

Promoters

On May 4, 2004, we terminated our agreement with RR Inv Holdings, Inc. due to their lack of performance.
Accordingly, we instructed the escrow agent to return all shares held in the name of RR Inv Holdings. We received
500,000 shares from the escrow agent. We then instructed our transfer agent to cancel the returned certificates and
place a "stop transfer" order on the remaining 400,000 shares. Our transfer agent has since received the remaining
shares and has effected their cancellation.

On May 17, 2004, we engaged Equity Market Information Systems, Inc. (EMIS) for investor relations and public
relations services for our Company. Our engagement with them provides that they will profile our Company to broker
dealers and the investment community via press releases, production of promotional materials, publication of
corporate information on web sites and emails, telephone conference calls, internet news dissemination and other
media forms. We have paid EMIS $35,000 in cash and have agreed to issue them 500,000 shares of registered
common stock, of which 250,000 shares were issued in June, 2004, and 250,000 shares were issued in July, 2004.
Additionally, EMIS was granted an option to acquire an additional 150,000 shares of our registered common stock at
prices substantially above our current market price. A further condition of the Agreement prohibits EMIS from
acquiring or trading in any additional shares of FoneFriend for the 3 month term of their agreement.

Need for Additional Financing

On May 18, 2004, the Company borrowed $118,000 from Dutchess Private Equities Fund, II, L.P. The note was a
discount note which resulted in a net proceeds of $100,000. The note is due on August 31, 1004. In addition, the
Company had to pay $10,000 in legal fees for the preparation of the documentation for this transaction.

On June 4, 2004, the Company borrowed $305,000 from Dutchess Private Equities Fund, II, L.P. The note was a
discount note which resulted in net proceeds of $260,000. The Note is due on September 1, 2004, and mandatory
payments from the exercise of their puts under the terms of The Investment Agreement of February 25, 2004. In
addition, the Company had to pay $7,500 in legal fees for the preparation of the documentation for this transaction.
The Company issued Dutchess Private Equities Fund, LP, 100,000 shares of restricted common stock. The company
entered into a 90-day consulting agreement with Dutchess Advisors, LLC, wherein they issued their principal 200,000
shares of common stock registered on Form S-8.

On June 8, 2004, the Company issued to Compass Capital 1,631,659 shares of its common stock registered under a
SB-2 Registration as conversion of a promissory note in the principal amount of $100,000, together with interest of
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$7,500.

On June 14, 2004, The Company exercised a put to Dutchess Private Equities Fund II, LP for 129,500 shares of
common stock from which the Company netted $5,519.

Subsequent Events

On July 1, 2004, the Board of Directors accepted the resignation of two of the directors of the Company and the
Company appointed three new directors.

On July 1, 2004, the Company closed its acquisition of 50,000 Voice over Internet Protocol (VoIP) customers from
InfiniCom Networks, Inc. The company acquired 50,000 customers for $7.5 million, payable $250,000 in cash,
promissory note for $500,000 and 96,428,571 shares of restricted common stock. The issuance of stock in this
transaction resulted in InfiniCom becoming the majority stockholder of FoneFriend, owning approximately 81% of
the Company's issued and outstanding share of common stock. Mr. Rasmussen's Consultancy agreement with the
Company provides him with an anti-dilution interest whereby he is to maintain that number of shares of common
stock equal to 25% of the issued and outstanding common stock of the Company. As part of the InfiniCom
transaction, he is to waive such provision as to all InfiniCom shares issued in connection with said transaction. The
documentation of this waiver is forthcoming.

On July 2, 2004, the Company entered into an Asset Purchase agreement with YAP International Inc. The Agreement
provides for the sale of right, title and interest in Technology License Agreement with FSI and other tangible and
intangible property used in connection with or relating to the sold assets, including, without limitation, the goodwill of
the Purchased Assets as a going concern, inventory of FoneFriend "beta" devices, Internet servers and related
equipment and software and 225,000 shares of FSI. The Company was to receive five million four hundred sixteen
thousand one hundred fifty one (5,416,151) shares of the Purchaser's common stock, subject to restrictions under Rule
144 of the Securities Act of 1933. The Company did not receive the shares on the Closing Date and is considering
revisiting the transaction.

On July 8, 2004, the Company acquired an additional 10,000 VoIP customers from InfiniCom. The Company
acquired 10,000 customers for $1.5 million, payable in the form of a promissory note for $150,000 and 19,285,714
shares of restricted common stock.

On July 14, 2004, the Company exercised a put to Dutchess Private Equities Fund II, LP for 57,500 shares of common
stock from which the company netted $5,819.
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On August 16, 2004, the Company exercised another put to Dutchess for 265,597 shares of common stock from which
the company netted $20,000.

Acquisition or Disposition of Assets

Acquisition of InfiniCom Customer Base - On July 1, 2004, FoneFriend completed the acquisition of 50,000 Voice
over Internet Protocol customers from InfiniCom.

Pursuant to the terms of the definitive agreements, consisting of a Services and Marketing Agreement, a Network
Carrier Services Agreement and a Stock Acquisition Agreement (collectively referred to as the "Agreements") dated
June 6, 2004, as modified by the Letter Agreement of July 1, 2004, FoneFriend issued 96,428,571 shares of its
common stock, $250,000 in cash and a promissory obligation to pay $500,000 in exchange for the 50,000 Voice over
Internet Protocol customers. Pursuant to the Letter Agreement of July 1, 2004, FoneFriend agreed to issue an
additional 19,285,714 shares of its common stock and execute a promissory note for $150,000 in exchange for an
additional 10,000 VoIP customers, which occurred on July 8, 2004.

As a result of the July 1, 2004 agreement between FoneFriend and InfiniCom, two of FoneFriend's directors were
replaced with three directors determined by InfiniCom. Jackelyn Giroux resigned as President, CEO and a director,
and Virginia Perfili resigned as a director. James A. Trodden, Joseph Weaver, and Robin Glanzl were elected to
FoneFriend's board by its remaining board members Dennis Johnston and Gary Rasmussen. Ms. Glanzl was also
appointed as Interim President of FoneFriend to serve until the next annual meeting of stockholders or until her
successor is duly elected and qualified. During July, Mr. Trodden was appointed by the board to serve as the Secretary
of the Company, replacing Dennis Johnston.

James A. Trodden, Esq

. director. Mr. Trodden has practiced law for over forty years. During his career, Mr. Trodden has represented national
and international corporate clients. Over the past five years, Mr. Trodden has been engaged in representing clients
before the Securities and Exchange Commission, the National Association of Securities Dealers and other federal and
state agencies.

Joseph Weaver, Mr. Weaver is a telecommunication and technology executive with sales, marketing, and 27 years of
management experience; a problem-solver, leader, and motivator with a history of outstanding performance.

Product & technology expertise includes hardware & software tools, platforms, application solutions, and networks.
Skill sets include financial and process optimization, strategic planning, business development, alliances, contracts,
and operations. Additional experience includes management consulting, development of advanced network products
and services, and implementation of multi-tiered domestic and international sales and distribution channels in
numerous industries.
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Mr. Weaver has worked for leading edge companies such as the Microelectronics and Computer Technology
Corporation, a research consortium, Bell Laboratories and AT&T, as well as held senior management positions in a
number of telecommunications companies over the past 10 years. He has provided management consulting for
companies entering new markets in the U.S., C.I.S., China, Hong Kong, Taiwan, Philippines, Central and South
America and Europe. In addition, he has provided consulting services to Fortune100 Companies that include IBM, and
Phillip Morris.

Mr. Weaver has extensive international business experience having spent 10 years in Hong Kong as Managing
Director of a 60-year-old international company where he was responsible for reengineering the Company's strategic
direction resulting in a revenue increase from $200 million to $1.25 billion in less than 3 years. In this position
Weaver directly managed the activities of 1,152 employees and four international business offices.

Mr. Weaver's background includes significant experience in technologies including; telephony (IP, ATM, wireless
protocols as well as legacy networks), billing, network design, network management, enterprise applications, business
process reengineering, object-oriented software, database technology, client-server networks, computer graphics, and
video.

Mr. Weaver has authored Business Plans, Pro Forma(s), Private Placement Memorandum(s), and Marketing and Sales
Plans that have raised over $152 million from private and institutional investors during the past 5 1/2 years.

Over the past seven years Mr. Weaver has served as an analyst to a number of telecommunication companies, as well
as to technology and venture funds in the United States, South America, Russia and the Pacific Rim.

Mr. Weaver holds BS/Business and BA/English degrees.

Robin Glanzl Ms. Robin Glanzl received her Bachelor of Arts degree and her Juris Doctor degree from the University
of Southern California.  In her early years as an attorney she was affiliated with the United States Department of State
through the Federal Trade Commission where she investigated and prosecuted alleged violations of the federal
anti-trust laws throughout the country, covering unfair competition, predatory pricing practices, false advertising and
franchising.  She helped to develop the first  federal standards for broadcast advertising.

During the last twenty-five years of her legal career she has engaged primarily in corporate development and
transactional law in a broad range of matters such as mergers, acquisitions, securities, international oil and gas
engineering and leases, franchise development, the entertainment industry covering film, television and record
projects as well as  labor union dispute resolution. She wrote procedure manuals on copyright and trademark law and
held seminars for senior management  and major private developers in the franchise industry.  She helped to take a
national franchise company to significant international status.
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She has worked with large, multinational corporations such as Fluor Corporation, Carnation Company, Burger King,
Inc., ABC Television, Inc, and Capitol Industries (Records), Inc as well as regional and private local corporations.
Whether as general counsel, assistant general counsel or corporate counsel Mrs. Glanzl worked closely with top
management in helping operations, sales and marketing departments to plan meaningful goals within the framework
of applicable statutes and regulations. She has been recognized for making  significant contributions in evaluating or
reconciling the reliability and consistency between financial records and operational reports and other data when
companies she worked with contemplated buying out or associating with other businesses or companies. Mrs. Glanzl
taught anti-trust and contract and business law at USC's School of Business, Whittier College School of Law and
Woodbury University.

She has served on the board of several small companies as secretary and kept the corporate minutes books.  She has
also done the regulatory work and corporate bookkeeping for large domestic and international companies.  During the
last fourteen years she has worked significantly in the telephony industry assisting in the purchase, development and
reshaping of troubled companies, especially in the areas of report and document reconciliation and evaluation as well
as operationally in the initial post acquisition periods.

Mrs. Glanzl serves on the board of two charities in the greater Los Angeles area dealing with battered women and
medical research and treatment.  She has long been involved in a national charity combating child abuse. She has been
an arbitrator with the American Arbitration Association and is certified in fee mediation dispute by the California
State Bar.  She is certified to practice law before the United States Supreme Court, the federal courts and California
state courts.

InfiniCom is a recently formed California corporation which is 100% owned by Sean McCaan. As a result of the
issuances of 96,428,571 and 19,285,714 shares of our common stock to InfiniCom, FoneFriend is controlled by Mr.
McCaan (83%). Additionally, FoneFriend and InfiniCom have agreements in place; the Services and Marketing
Agreement, and a Network Carrier Services Agreement, whereby InfiniCom controls the operations required to
service the 60,000+/- Voice over Internet customers. FoneFriend's board of directors recognizes the significant
conflict of interest created between FoneFriend, InfiniCom, and Mr. McCaan through the acquisition and the operative
agreements, however has determined such agreements to be in the best interest of FoneFriend's stockholders.

FoneFriend did not have an independent board committee or other outside firm evaluate the terms of the acquisition.

Additionally, as a result of the Services and Marketing Agreement, the board has determined that FoneFriend can be
operated more efficiently by utilizing office space provided by InfiniCom at no additional cost to FoneFriend.
Therefore, FoneFriend has changed our offices to 8447 Wilshire Blvd., 5th Floor, Beverly Hills, California.

Off-Balance Sheet Arrangements
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We do not have any off-balance sheet arrangements that have or are reasonably likely to have a current or future effect
on our financial condition, changes in financial condition, revenues or expenses, results or operations, liquidity,
capital expenditures or capital resources that is material to investors.

Going Concern Opinion

As shown in our accompanying financial statements, our independent auditors have stated that our losses from initial
startup costs and our lack of substantial capital raise doubt about our ability to continue as a going concern. The ability
of our Company to continue as a going concern is dependent on obtaining new capital, developing our operations,
implementing our marketing plan, building our infrastructure, containing our costs and generating revenues from the
sale of our product and services. Management intends to undertake the following to address these issues: (1) endeavor
to obtain equity funding from new investors to alleviate our capital deficiency, (2) obtain debt funding from new
investors to alleviate our capital deficiency, (3) seek vendor financing programs for equipment and services, (4)
pursue letters of credit for manufacturing, (5) implement leasing arrangements to finance the cost of placing our
product in the market, and (6) structure equity participation arrangements with vendors and suppliers in exchange for
their services.

We estimate we will need approximately $2,000,000 in additional capital during the next 12 months to cover overhead
and develop our business. Our Dutchess equity line of credit, combined with possible debt or equity financing, is
intended to address our capital requirements. If we develop revenues from operations during 2004 as a result of the
InfiniCom transaction, the need for capital at the projected level will decrease.

Overall, we have funded our cash needs from inception through June 30, 2004, with a series of debt and equity
transactions, including an Equity Line of Credit. The failure of the Equity Line of Credit or other equity financing to
satisfy our working capital needs would have a material adverse effect on our operations and financial condition.

We had cash on hand of $1,875 and a stockholders' deficit of $543,057 as of June 30, 2004. We had cash on hand of
$94 and stockholders' deficit of $244,715 as of March 31, 2004. Our current working capital deficit is primarily due to
current obligations in accounts payable and accrued consulting expense. We can not yet, and may never be able to,
rely on the existence of revenue from our business, however, we have no current or projected capital reserves that will
sustain our business for any length of time. In addition, there can be no assurance additional capital in the future will
be available to us when needed or available on terms favorable to us.

On a long-term basis, liquidity is dependent on continuation of successful financing activities. The funds raised from
this offering will also be used to market our product as well as expand operations and contribute to working capital.
However, there can be no assurance we will be able to obtain additional equity or debt financing in the future, if at all.
If we are unable to raise additional capital, our growth potential will be adversely affected and we will have to
significantly modify our plans. For example, if we are unable to raise sufficient capital to develop our business plan,
we may need to:

Curtail our intended product launch• 
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Forego or postpone marketing expenditures• 
Limit our future marketing efforts to areas we believe would be the most efficient and profitable.• 
Outsource goods and services as much as possible.• 

Demand for our planned product and current services will be dependent on, among other things, market acceptance of
our product and services, our ability to build consumer awareness and stimulate consumer purchases, the Internet
telephony market in general, and general economic conditions, all of which are cyclical in nature. Overall, our success
will be dependent upon implementing our plan of operation in an efficient and timely fashion, managing the risks
associated with our business, contain our expenses and generate revenues and profits from the sale of our product and
related services.

Item 3. Controls and Procedures

We are a development stage company with no revenues and during the period covered by this quarterly report, our
board of directors had responsibility for our internal controls and procedures over our financial reporting.

We have implemented and maintain disclosure controls and procedures which consist of: the control environment, risk
assessment, control activities, information and communication and monitoring. Our scope of internal control therefore
extends to policies, plans procedures, processes, systems, activities, initiatives, and endeavors required of a company
with our limited transactions, expenses, and operations. These controls and procedures are designed to ensure that the
information required to be disclosed in our Exchange Act reports is recorded, processed, summarized and reported
within the time periods specified in the SEC's rules.

There have been no significant changes (including corrective actions with regard to significant deficiencies or material
weaknesses) in our internal controls or in other factors that could significantly affect the controls subsequent to the
date of the evaluation referenced below. However, as a result of our agreement with InfiniCom we anticipate
enhancements in our third and fourth quarter in our internal controls.

Within 90 days prior to the date of this report, we carried out an evaluation, under the supervision of Robin Glanzl,
our President, of the effectiveness of the design and operation of the Company's disclosure controls and procedures.
Based on the foregoing, Ms. Glanzl concluded that, given the Company's limited operations, our disclosure controls
and procedures were effective.

PART II--OTHER INFORMATION

Item 1. Legal Proceedings
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None

Item 2. Changes in Securities

Recent Sales of Securities

On April 27, 2004, the Company issued to consultants, 525,000 shares of common stock which were registered under
an S-8 Registration filed April 8, 2004.

On May 3, 2004, the Company cancelled 350,000 shares of its restricted common stock that was issued to The
Bulletin Board Productions, LLC as part of compensation for services to be provided. The Company rescinded the
agreement subsequent to the end of the fiscal year and therefore cancelled the shares.

On May 10, 2004, the Company issued 10,000 shares of its restricted common stock to iCapital Finance, Inc. to retain
their services to assist with business development.

On May 27, 2004, the Company issued to two of its officers and directors a total of 350,000 shares of common stock
which were registered on the Form S-8 Registration filed April 8, 2004.

On June 8, 2004, the Company issued 300,000 shares of its restricted common stock to one of its directors as a finder's
fee in connection with the InfiniCom transaction.

On June 8, 2004, the Company issued a total of 1,800,000 shares of its restricted common stock to two of its officers
and directors in compliance with the anti-dilution provisions of their respective agreements with the Company.

On June 8, 2004, the Company issued to a consultant, who is a principal of Dutchess Advisors, LLC, 200,000 shares
of its common stock which was registered on the Form S-8 Registration filed April 8, 2004.

On June 8, 2004, the Company issued to Compass Capital 1,631,659 shares of its common stock registered under a
SB-2 Registration as conversion of a promissory note in the principal amount of $100,000, together with interest of
$7,500.
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On June 8, 2004, the Company issued 100,000 shares of its restricted common stock to Dutchess Private Equities
Fund, LP.

On June 10, 2004, the Company issued 250,000 shares of its common stock registered under an SB-2 registration for
consulting services.

On June 11, 2004, the Company issued to a consultant 60,000 shares of its common stock which was registered by an
S-8 Registration filed April 8, 2004.

On June 14, 2004, the Company exercised a put to Dutchess Private Equities Fund II, LP for 129,500 shares of
common stock from which the company netted $5,519.

On June 18, the Company cancelled 900,000 shares of its restricted common stock issued to RR INV Holdings, Inc. as
part of compensation for services to be provided. The Company rescinded the agreement subsequent to end of the
fiscal year and therefore cancelled the shares.

On June 29, 2004, the Company issued 96,428,571 shares of its restricted common stock to InfiniCom Networks, Inc.
to be held in escrow pending the closing of the transaction on July 1, 2004.

Recent Sales of Securities Subsequent to Quarter End

On July 8, 2004, the Company issued 19,285,714 shares of its restricted common stock to InfiniCom Networks, Inc.
as partial compensation for the purchase of 10,000 VoIP customers.

On July 14, 2004, the Company exercised a put to Dutchess Private Equities Fund II, LP for 57,500 shares of common
stock from which the company netted $5,819.

On July 18, 2004 the Company issued 250,000 shares of its common stock registered under an SB-2 registration for
consulting services.

On August 16, 2004, the Company exercised a put to Dutchess Private Equities Fund II, LP for 265,597 shares of
common stock from which the Company netted $20,000.
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Other than the shares of common stock registered pursuant to an effective registration statement filed on Form S-8 and
SB-2, we believe that the issuance of the shares were exempt from the registration and prospectus delivery
requirements of the Securities Act of 1933 by virtue of Section 4(2). The shares were issued directly by us and did not
involve a public offering or general solicitation. The recipient of the shares occupied a privileged position with our
company, due to its preexisting relationship with one or more of our officers or directors, that afforded them an
opportunity for effective access to files and records of our company that contained the relevant information needed to
make their investment decision, including our financial statements and 34 Act reports. We reasonably believed that
the recipient, immediately prior to issuing the shares, had such knowledge and experience in our financial and
business matters that they were capable of evaluating the merits and risks of their investment. The recipient's
management had the opportunity to speak with officers and directors of our company on several occasions prior to
their investment decision. There were no commissions paid on the issuance of the shares. [In our agreement with
InfiniCom, they represented that Trodden, as general counsel, had reviewed all filings and had an opportunity to ask
questions of FoneFriend management. Also, Dennis Johnston was issued 300,000 shares of restricted stock for his
efforts in finding and closing the InfiniCom transaction.]

Item 3. Defaults by the Company upon its Senior Securities

None

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

None

Item 5. Other Information

Subsequent to Quarter End

On July 1, 2004 FoneFriend, Inc. (FoneFriend) completed its acquisition (the "Acquisition") of 50,000 Voice over
Internet Protocol (VoIP) customers from InfiniCom Networks, Inc., a California corporation, (InfiniCom) whereby
FoneFriend issued 96,428,571 shares of its common stock to InfiniCom, in addition to cash of $250,000 and a
promissory note for $500,000 with simple interest at the rate of six (6%) percent, per annum. Prior to the Acquisition
FoneFriend had approximately 23,114,603 common shares issued and outstanding. As a result of the Acquisition the
shares outstanding increased to 119,543,174 of which InfiniCom controls 80.66%. InfiniCom is 100% owned and
controlled by Sean McCann.
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Further, as a result of the Acquisition Jackelyn Giroux resigned as both our President and as a director, and Virginia
Perfili resigned as a director. James A. Trodden, Esq., Joseph Weaver and Robin Glanzl were appointed as new
directors. Ms. Glanzl was also appointed as Interim President of FoneFriend to serve until the next annual meeting of
stockholders or until her successor is duly elected and qualified. In July, 2004, the Board appointed James Trodden to
serve as Secretary of the Company, replacing Dennis Johnston.

As a result of Mr. McCann's sole ownership of InfiniCom, his share control of FoneFriend and InfiniCom's
agreements, we are solely dependent upon Mr. McCann, who is not an officer, director or employee of FoneFriend.

FoneFriend relocated its corporate offices to co-habitat with InfiniCom at 8447 Wilshire Blvd., 5th Floor, Beverly
Hills, California 90211, Telephone (323) 653-6110.

Press Releases

On July 7, 2004, FoneFriend issued a press release announcing the completion of its acquisition of 50,000 VoIP
customers from InfiniCom. The completion of this transaction provides FoneFriend with an initial base of 50,000
VoIP customers generating monthly recurring revenues,

Additionally, on July 8, 2004, FoneFriend issued a press release that it had acquired an additional 10,000 VoIP
customers from InfiniCom. This addition acquisition boosts FoneFriend subscriber base to 60,000 customers each
paying $15 a month for low cost VoIP telephony service.

Copies of the press releases were attached as exhibits 99-1 and 99-2 to Form 8-K filed on July 16, 2004.

Item 6. Exhibits and Reports of Form 8-K

Exhibits

31.1* Certification of Robin Glanzl pursuant to Section 302 of the Sarbanes-Oxley Act

31.2* Certification of Edward N. Jones pursuant to Section 302 of the Sarbanes-Oxley Act

32.1* Certification of Robin Glanzl pursuant to Section 906 of the Sarbanes-Oxley Act

32.2* Certification of Edward N. Jones pursuant to Section 906 of the Sarbanes-Oxley Act

99-1** Press Release Date July 7, 2004
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99-2** Press Release Dated July 8, 2004
_____

* Filed herewith

(b) Form 8-K during and subsequent to quarter end

      Form 8-K filed June 9, 2004

      8-K Report filed on July 16, 200.

SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be
signed on its behalf by the undersigned, thereunto duly authorized.

FoneFriend, Inc.

Date: August 23, 2004   By:/s/ Robin Glanzl                        

Robin Glanzl, President
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