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Pl enum Communi cati ons

I nc.

and Subsidiary

CONSOLI DATED BALANCE SHEETS

June 30, Decenber 31,
2000 1999
(Unaudi t ed)
ASSETS
CURRENT ASSETS
Cash and cash equival ents $ 591, 304 $ 368, 649
mm o m e e e e e e e e e oo B e B +--
Accounts receivable, |ess allowance for doubtful accounts of $90,897 and $148, 179
in 2000 and 1999, respectively 430, 570 380, 547
mm o mm e e e e e e e oo B B +--
Prepai d expenses and ot her 318, 607 236, 584
Total current assets 1, 340, 481 985, 780
PRCPERTY AND EQUI PVENT- - - net 874,476 981, 530
OTHER ASSETS
Goodwi | | - - - net 810, 317 500, 674
Fm e m m e oo B B +- -
Qher assets 37,177 37,177
$ 3,062, 451 $ 2,505, 161
LI ABI LI TIES
CURRENT LI ABI LI TIES
Line of credit $ 176, 241 $ 587, 550
Hm o m m e e e el B B -
Accounts payabl e 117,910 434, 922
D I I o N . B . dectectecccccananan +- -
Accrued liabilities 408, 522 415, 152
B e T B ek ST L ek ST +- -
Deferred revenue 398, 290 289, 930
B e T B ek ST L ek ST +- -
Rel ated party payabl es --- 60, 500
Total current liabilities 1,100, 963 1,788, 054

COVM TVENTS AND CONTI NGENG! ES
STOOKHOLDERS  EQU TY

Preferred stock---authorized, 5,000,000 shares of $.001 par val ue 1, 500 ---
m m o m e e e e e e e e oo B e B +--
Common st ock- - - aut hori zed, 50, 000, 000 shares of $.001 par val ue 33,338 31, 416
mm o mm e e e e e e e oo B B +--
Addi tional contributed capital 13, 251, 825 11,187,120
Fmm o mm e e e e e e e e B B +--
Not es recei vabl e from st ockhol ders (1,432,188 ) (1,289,063 )
m m o mm e e e oo B B +--
Accumul ated deficit (9,892,987 ) (9,212,366 )
1,961, 488 717,107
$ 3,062, 451 $ 2,505, 161

The accompanyi ng notes

st atenments.

are an integra

part of these

Pl enum Comruni cati ons,

I nc.

and Subsidiary

CONSOLI DATED STATEMENTS OF OPERATI ONS

Three nonths ended June 30,

(Unaudi t ed)

Si x nonths ended June 30,

2000 1999 2000 1999
Revenues $ 1,483,772 $ 953, 219 $ 3,025,854 $ 1,663,497
Expenses
Direct costs 163, 312 128, 373 371, 499 221,078
B T T I T T N E . L Ty L Ty L Ty +- -
Sel ling and narketing 532,991 433, 167 1,057, 141 782,332
Fmm e e e e oo B S S —— B LTy B LTy B LTy +--
General and administrative 856, 936 613, 124 1, 518, 385 1, 096, 585
Fmm e e e e oo B S S —— B LTy B LTy B LTy +--
Conpensation fromstock options issued under fair
mar ket val ue (79,680 ) --- 101, 580 ---
Fm m o mm e e oo B S S —— B e B B +--
Resear ch and devel opnent 113, 357 20, 692 335, 360 84, 864
m m o m e e oo B S S — B B B +--
Depreciation and anortization 122,982 39, 355 234,770 66, 699
1, 709, 898 1,234,711 3,618, 735 2,251, 558
Cperating |oss (226,126 ) (281,492 ) (592,881 ) (588, 061 )
Q her incone (expense)
I nterest expense (50,763 ) (3,982) (114,005 ) (50,327 )
Am o m e e e B — B B B +- -
Interest incone 10, 123 8,512 26, 265 17,743
NET LOSS $ (266,766 ) $ (276,962 ) $ (680,621 ) $ (620,645 )
B o T Hecccccaaanan deetecccccaaaaan deetecccccaaaaan deetecccccaaaaan +- -
Loss per common share $ (.01) $ (.01) $ (.02) $ (.02)
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The accompanying notes are an integral part of these
statenments.

Pl enum Communi cations, Inc. and Subsidiary
CONSOL| DATED STATEMENTS OF CASH FLOWS

(Unaudi t ed)

Si x mont hs ended June 30,

2000 1999
I ncrease (Decrease) in Cash and Cash Equival ents
Cash flows from operating activities

Net | oss $
(680,621 ) $ (620, 645 )
T T e s +- - -
Feommmmeaaa I e e +- -
Adj ustments to reconcile net loss to net cash used in operating activities
T T e S +- - -
Feomm e e o - B +- -
Depreci ation and anorti zation
234,770 66, 699
o +- +- -
Fommmmeaaa B T R +- -
Wite-off of software devel opnent costs
56, 200 ---
R T T T T T e e +- - -
Feaememeaaa L T +- -
I nterest earned on notes receivable
22,551 ---
R T e e T T N . +- - -
Feommmmeaaa I e e +- -
I nterest expense on convertible debentures
--- 49, 996
e +- - -
Femmmmmaaa BT R +- -
Warrants issued for services received
76, 909 47, 000
T T e TS +- +- -
Feom e e e o - B L I T +- -
Common stock and stock options issued for services received
9, 325 48,517
o +- +- -
Fommmmeaaa B T R +- -

Conpensati on expense on stock options issued under fair market val ue
101, 580

T T T e +- - -
Feomm e e o - B +- -

Changes in assets and liabilities
T +- - -
Femmmmmaaa BT R +- -

Accounts receivable
(50,023 ) (75,150 )
T N R N .. +- - -
Feommmmeaaa I e e +- -
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Prepai d expenses and ot her
(51,543 ) (81, 756 )

Accounts payabl e
(317,012 ) 50, 649

Def erred revenue
108, 360 24,698

Net cash used in operating activities
(496, 134 ) (427,649 )
Cash flows frominvesting activities

Capitalized software devel opment costs

(108,577 ) (145, 080 )
g +- - -
F R T R +- -

Cash received for purchase of assets with common stock
--- 26, 866

o o e o o e e o e e o e e o e e o e e o e e o e e e e e e e e e e e e e e oo +- - -
Fomm e o Fom e e m e e e oo +- -
Purchase of property and equi pnent
(10,865 ) (105, 332 )
Net cash used in investing activities
(119, 442 ) (223,546 )

Cash flows from financing activities

Payments on related party payabl es

(60,500 ) (26,188 )

o ot o o e m o e o i e o e o e o e e o e e e e e e e e e e e e eeo— oo +- - -
Fomm e o Fom e e m e e e oo +- -

Payments on line of credit
(411, 309 ) ---

o m m e o e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e eee o +o - -
F SR B T R +- -

Proceeds from notes receivable
10, 000 ---

o o e o o e e o e e o e e e e e e e e o e e e o e e e e e e e e e e e e e e e e e oo +- - -
Fom e e e o n B +- -

20, 808 42,950

o m m e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e +- - -
R F A R +- -
Net proceeds fromissuance of preferred stock
807, 000 ---
g +- - -
R T R +- -
Proceeds from exercise of warrants
472, 232 448, 598
Net cash provided by financing activities
838, 231 465, 360
Net increase (decrease) in cash and cash equival ents
222,655 (185, 835 )
Cash and cash equival ents at begi nning of period
368, 649 566, 767
Cash and cash equival ents at end of period $

591, 304 $ 380, 932
Suppl ement al non-cash investing and financing activities

Exerci se of stock options by notes receivable $
309, 375 $ 12,500
o o e o o e e o e e o e e e e e e e e o e e e o e e e e e e e e e e e e e e e e e oo +- - -
R T R +- -
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Common stock returned for cancellation of notes receivable $
156, 250 $ ---
g +- - -
R T R +- -

| ssuance of warrants for services included in prepaid expense $
129, 940 $ ---

o ot o o e m o e o i e o e o e o e e o e e e e e e e e e e e e eeo— oo +- - -
Fomm e m Fom e e m e e e o +- -

| ssuance of warrants as finders fee for financing $
62,410 $ ---

o m m e o e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e eee o +o - -
F SR B T R +- -

Capitalized software costs incurred through accrued liability $
--- $ 49, 000

o o e o o e e o e e o e e o e e o e e o e e o e e e e e e e e e e e e e e oo +- - -
Fomm e o Fom e e m e e e oo +- -

Common stock issued related to purchase or | Mark assets $

374, 117 $ 600, 001

The acconpanying notes are an integral part of these
st at ement s.

Pl enum Conmuni cations, Inc. and Subsidiary
Form 10- QSB
NOTES TO CONSOLI DATED FI NANCI AL STATEMENTS
NOTE 1. FI NANCI AL STATEMENTS

The unaudi ted consolidated financial statements and rel ated notes are presented
as permtted by Form 10- QSB, and do not
contain certain information included in the Conpany's audited consolidated financial
statements and notes for the fisca
year ended Decenmber 31, 1999. The information furnished reflects, in the opinion of
management, all adjustnments, consisting
of normal recurring accruals, necessary for a fair presentation of the results of
the interimperiods presented. The results
of operations for the interimperiods are not necessarily indicative of the results
to be expected for the entire fisca
year endi ng Decenber 31, 2000. The acconpanyi ng unaudi ted consolidated financial
statements and rel ated notes should be read
in conjunction with the audited consolidated financial statenments and the Form 10-
KSB of Pl enum Conmuni cations, Inc. (d/b/a
LION Inc.) and its subsidiary (collectively referred to as the "Conpany") and notes
thereto, for its fiscal year ended
December 31, 1999

NOTE 2. LOSS PER SHARE

Loss per share is based on the average number of shares outstanding during each
period and incone avail able to conmon
st ockhol ders. The wei ghted average nunmber of common shares outstandi ng were
32,614,600 and 25, 469, 727 for the six months
ended June 30, 2000 and 1999, respectively, and 33,042,320 and 25, 866, 786 for the
three nonths ended June 30, 2000 and 1999
respectively. The computation for |oss per common share assumng dilution for the
six and three nonths ended June 30, 2000
and 1999 was anti-dilutive, and therefore, is not included

NOTE 3. | SSUANCE OF SERI ES A PREFERRED STOCK

Copyright 2000 EDGAR Online, Inc. (ver 1.01/2.003) Page 6
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On April 27, 2000, the Conpany filed a Certificate of Designation with the State
of M nnesota providing for the
designation of a series of preferred stock to be naned "Series A Preferred Stock,"
consisting of 4,782,608 shares for
financing of up to $3,000,000. On May 1, 2000, the Conpany received $900, 000 during
"the first closing" on the issuance of
1.5 mllion shares of Series A Preferred Stock. |ssue costs total ed approxi mately
$93, 000. The Preferred Stock is not
redeemabl e and one share of Preferred Stock can be converted at the option of the
hol der at any time after the date of
i ssuance into one share of Conmmpon Stock. The hol der of each share of Series A
Preferred Stock has the right to one vote for
each share of Common Stock into which such Preferred Stock could then be converted
The remai ni ng uni ssued shares of
Series A Preferred Stock totaling 3,282,608 shares may be issued based on a schedul e
covering 180 days beginning April 28
2000. As of August 14, 2000, the subscribers right to purchase 1,833,333 shares of
the uni ssued 3,282,608 shares had expired
with 1,449,275 shares remaining to be issued under Series A. The proceeds fromthe
sale of the Series A Preferred Stock were
used to payoff certain Conpany obligations, enhance core products, and support
future Conpany initiatives

NOTE 4. | SSUANCE OF ADDI TI ONAL SHARES OF COMMON STOCK

On May 17, 1999, the Conpany exchanged 352,942 shares of its common stock val ued
at approximately $600, 000 for
substantially all of the assets of |IMark, LLC ("IMark"), including its nortgage
industry Internet sites, and assuned certain
liabilities and obligations. As part of the Asset Purchase Agreenment, if on the date
one year fromthe date of Closing
(May 17, 2000), the average nmarket price as defined in the Asset Purchase Agreenent
times the original shares issued by the
Conpany is |ess than $600, 000, the Conpany will make up the difference by, in the
sol e discretion of the Conmpany, either
(i) a paynent of cash; or (ii) through the issuance of additional shares of the
Conpany's conmon stock to the

| Mark sharehol ders. On May 17, 2000, the Conpany's average narket price was $.64 per
share, and the Conpany el ected to issue
584, 558 additional shares of its common stock

| TEM 2. MANAGEMENT' S DI SCUSSI ON AND ANALYSI S OF RESULTS OF OPERATI ONS AND FI NANCI AL
CONDI TI ON

The follow ng discussion of our financial condition and results of operations
shoul d be read in conjunction with the
Fi nancial Statenents and the related Notes included el sewhere in this document.

Except for the historical information contained herein, the matters discussed in
this Form 10-QSB i ncl ude
forward-1|ooking statenents within the meaning of Section 27A of the Securities Act
of 1933 and Section 21E of the Securities
Act of 1934. All statenments that | ook forward in time or include anything other than
statenments of historical fact are
forward-1ooking statements. Such statements are based upon the beliefs of, and
information currently available to, our
managenment, and involve risks and uncertainties that may affect our actual results
of operations. Although we believe that
the expectations reflected in such forward-|ooking statenents are reasonable, we can
gi ve no assurance that such
expectations will prove to be correct. Those risks and uncertainties include but are
not limted to: (i) uncertainties of

Copyright 2000 EDGAR Online, Inc. (ver 1.01/2.003) Page 7
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achieving profitability; (ii) market demand for quality, accurate and tinely
information on a consistent basis; (iii) the

conpetitive market for Internet-based services in which we operate, and
uncertainties as to continued end-user acceptance of

t he Company's services and products; (iv) dependence on the Internet and current
software standards; (v) dependence on

mort gage brokers and the nortgage brokerage industry; (vi) possible under-
capitalization and the need for future financing

(vii) dependence on hardware and ot her equi pment and services used for system
dat abase security; (viii) the inpact of

mergers and acquisitions; and (ix) risks associated with the introduction of new
products and services.

We di sclaimany obligation to update any forward-1ooking statenents whether as a
result of new information, future
events or otherwi se.

OVERVI EW

Our operating subsidiary, Lionlnc.com is a |leading Internet marketplace for
nortgage origination. Through this
mar ket pl ace, Lionlnc.com nmaintains an extensive on-line nortgage | oan database
aut omat ed | oan underwriting systens and
other related Internet-based products and services for nortgage brokers and | enders.

Lionl nc. com ("www. | i onl nc. com') nmintains a network of consumer sites to help
nmort gage brokers and borrowers use the
Internet to create business-to-consumer relationships. The network of sites
currently attracts approxi mately 500, 000 uni que
visitors per nmonth and is one of the higher trafficked networks on the Internet for
loan information. In addition
Li onl nc. com provi des consunmer education materials to NAMB, the broker trade
associ ati on based in Washington D.C. through its
"Mortgagel0l.com " This is one exanple of over 5,000 co-branded el ectronic nortgage
centers that have been established for
REALTORS, real estate offices, relocation sites, associations, and city portals.

Li onl nc. com al so provi des whol esal e nortgage rate, fee, and programinformation
to over 5,000 nortgage brokers
nati onwi de via the Internet. The Lionlnc.com database is updated daily with new
information fromnearly 300 participating
| enders (both conform ng and sub-prime) and is available to nortgage brokers through
Li oni nc. com s password protected,
menber shi p-based Internet service. This data powers the network of consumer sites
with tinme sensitive program and price
information.

Li onl nc. com has devel oped successful web sites for some of the nation's |eading
whol esal e | enders. Since m d-1999
Li onl nc. com has provi ded automated underwriting capabilities via LION-AU through
Fanni e Mae's Desktop Originator. This
enabl es brokers who are sponsored by Fanni e Mae-approved | enders the ability to use
the Internet to send electronic home
| oan applications directly into Fannie Mae for autonmated underwriting allow ng
subscri bi ng nortgage brokers to quickly
deliver an underwriting decision to the custoner.

Lionlnc.comis currently devel opi ng web-based applications to support online
whol esal e origination and fulfill ment
services. As an application service provider (ASP) in the business-to-business (B2B)
space, Lionlnc.com custom zes and hosts
a whol esal e lender's web site, as well as provide the software applications needed
to automate a |l ender's | oan pipeline

Copyright 2000 EDGAR Online, Inc. (ver 1.01/2.003) Page 8
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Lionlnc.comw Il allow | enders to provide brokers with web-based tools that
facilitate an efficient and fast |oan
process. The product will feature origination applications such as product and

pricing search engines, real-tine rate

| ocking capabilities, electronic 1003 manager, |oan status nonitoring and a
broadcast E-mil center. Al of these features

wi |l be secured by Lioninc.com s access-control nmodule. This access feature will
provide a conplete and secure E-commerce

sol ution. Lionlnc.com has conpleted two ASP projects for |enders as of June 30
2000. They are currently in the beta-test

stage and shoul d be operational during the third quarter of 2000. A third ASP
project went into production in July 2000

Addi tional revenue sources are derived from ad banner advertisenments on the
Li onl nc. com prof essi onal and consumer
mar ket pl aces. The combi ned professional and consuner marketplaces represent one of
the | argest conmbi ned narketpl aces on the
I nternet serving the consunmer, nortgage originator, and nortgage | ender. The
mar ket pl ace will continue to be strengthened
with additional exposure, increased usage, strategic alliances, and devel oped
t echnol ogi es supporting a growi ng
transactional revenue nodel

RESULTS OF OPERATI ONS

At the beginning of the year, we inplenented a plan to generate profitability
and positive cash flow from operations
whi |l e mai ntaining our position as a market | eader and grow ng our revenue base
t hrough new products and key strategic
alliances. Qur efforts were slowed during the first quarter due to a shortage of
fundi ng. However, on May 1, 2000 we raised
approxi mately $807,000 (net of $93,000 of issue costs) through the issuance of
"Series A Preferred Stock." During the second
quarter, we were able to nmove forward nore strongly with our business plan. In our
10-QSB for the first quarter ended
March 31, 2000, we anticipated that the rate of increase in our revenues for the
second quarter would slow due to the
constricting market place and rising interest rates. This turned out to be the case
as the rate of revenue growth in a
quarter conpared to the same quarter in the prior year slowed from 117%in the first
quarter to 56% in the second
quarter. During the third quarter we anticipate that the rate of increase of
revenues will inmprove. Managenent believes that
profitability and positive cash flow from operations on a quarterly basis is
achi evabl e during the fourth quarter of 2000

REVENUES

Revenues increased to $3,025,854 from $1, 663,497 for the six nonths ended
June 30, 2000 and 1999, respectively. This
represents an increase of $1,362,357 or 82% Total revenues of $3,025,854 for the
si x months ended June 30, 2000 were
conprised of nortgage broker fees (LionPro and LionChoice) of $2,152,772 or 71%
|l ender fees of $655,183 or 22% ad banner
revenues of $200, 398 or 7% and broadcast fax fees of $17,501. Total revenues of
$1, 663,497 for the six nmonths ended
June 30, 1999 were conprised of

nort gage broker fees of $1,217,821 or 73% |ender fees of $312,861 or 19% ad banner
revenues of $78,859 or 5% and
broadcast fax fees of $53,956 or 3%

Copyright 2000 EDGAR Online, Inc. (ver 1.01/2.003) Page 9
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Over 50% of the growth in revenues in the first six months of 2000 conpared to
the period in 1999 is primarily due to
the acquisition of the IMark assets and its nortgage industry Internet sites on
May 17, 1999. These LionChoice products
contributed $803,291 of the $1,362,357 increase in revenues. The renmai nder of the
increase is due to $342,322 of new | ender
fees, $131,660 of new LionPro fees, $121,539 of new ad banner fees and a reduction
of broadcast fax fees totaling $36, 455.

Revenues increased to $1,483,772 from $953,219 for the three nonths ended
June 30, 2000 and 1999, respectively. This
represents an increase of $530,553 or 56% Total revenues of $1,483,772 for the
three nmonths ended June 30, 2000 were
conprised of nortgage broker fees of approximately $1,062,008 or 72% |ender fees of
approxi mately $309,479 or 21% ad
banner revenues of approxi mately $107,939 or 7% and broadcast fax fees of
approxi mately $4,346. The reasons for the
increase are simlar to those discussed in the precedi ng paragraph

DI RECT COSTS

Direct costs are conprised prinmarily of web site devel opment and sal ari es
related to the daily updates to rates, fees,
and other | oan programinformation in the nortgage | ender database. Direct costs
increased to $371,499 from $221, 078 for the
si x nonths ended June 30, 2000 and 1999, respectively. This represents an increase
of $150, 421 or 68% Direct costs as a
percent age of revenues were 12.3% and 13.3% for the six nmonths ended June 30, 2000
and 1999, respectively. The increase is
primarily due to the addition of web masters to accommdate the increased business
in web site devel opnent.

Direct costs increased to $163,312 from $128,373 for the three nonths ended
June 30, 2000 and 1999, respectively. This
represents an increase of $34,939 or 27% Direct costs as a percentage of revenues
were 11.0% and 13.5% for the three nonths
ended June 30, 2000 and 1999, respectively. The reasons for the increase are
primarily attributable to the additions
di scussed in the preceding paragraph

SELLI NG AND MARKETI NG

Mar keting and selling expenses are conprised of marketing and advertising costs,
trade show costs, sales salaries and
rel ated support costs. Marketing and selling expenses increased to $1,057, 141 from
$782,332 for the six nonths ended
June 30, 2000 and 1999, respectively. This represents an increase of $274,809 or
35% These expenses as a percentage of
revenues were 34.9% and 47.0% for the six nonths June 30, 2000 and 1999
respectively. The increase in costs was due
primarily to increased use of resources for advertising and marketing prograns and
an increase in the telemarketing sal es
effort.

Mar keting and selling expenses increased to $532,991 from $433, 167 for the three
mont hs ended June 30, 2000 and 1999
respectively. This represents an increase of $99,824 or 23% These expenses as a
percent age of revenues were 35.9% and 45. 4%
for the three nonths ended June 30, 2000 and 1999, respectively. The reasons for the
increase are attributable to the costs
di scussed in the precedi ng paragraph

GENERAL AND ADM NI STRATI VE

General and administrative expenses are conprised of management and
adm ni strative salaries and rel ated costs, outside
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consul ting services, tel ecommunicati ons expenses, occupancy costs, and other
adm ni strative rel ated expenses. General and
adm ni strative expenses increased to $1,518,385 from

$1, 096,585 for the six nonths ended June 30, 2000 and 1999, respectively. This
represents an increase of $421, 800 or

38% General and administrative expenses as a percentage of revenues inproved to
50.2% from 65. 9% for the six nonths ended

June 30, 2000 and 1999, respectively. The increase in costs was due primarily to
(1) increases in managenment, finance and

adm ni strative salaries, (2) an increase in bad debt expense due to the constricting
nort gage i ndustry, and (3) increased

occupancy costs.

General and admi nistrative expenses increased to $856, 936 from $613, 124 for the
three nmont hs ended June 30, 2000 and
1999, respectively. This represents an increase of $243,812 or 40% General and
adm ni strative expenses as a percentage of
revenues inproved to 57.7% from 64.3% for the three nonths ended June 30, 2000 and
1999, respectively. The reasons for the
increase are primarily those discussed in the precedi ng paragraph

COMPENSATI ON FROM STOCK OPTI ONS | SSUED UNDER FAI R MARKET VALUE

During the first quarter of 2000, certain long-tine unrelated party enpl oyees
exercised stock options in consideration
for nonrecourse prom ssory notes. Under APB Opinion No. 25, the issuance of stock
options under such notes is in essence a
new granting of options. By issuing nonrecourse notes, we extended the origina
terms of the fixed award, creating a new
measur enent date. As such, additional conpensation cost is recognized to the extent
that the intrinsic value of the new
award exceeds the original intrinsic value of the original award. During the second
quarter of 2000, the Company al so
nmodi fied the exercise price of certain fixed stock option awards, which resulted in
t he awards being accounted for as
vari abl e stock option awards. As such, the reneasurenment of variable stock option
awards resulted in a reduction of expense
during the second quarter of 2000

For the three nonths ended March 31, 2000, we recorded conmpensation expense of
$181, 260 for the difference between the
original intrinsic value and the intrinsic value of the new award. For the three
mont hs ended June 30, 2000, the
reneasur enent of variable stock option awards resulted in a reduction to expense
totaling $79,680. For the six nonth period
ended June 30, 2000, conpensation expense from stock options issued under fair
mar ket val ue total ed $101, 580

RESEARCH AND DEVELOPMENT

Research and devel opnent expenses are conprised primarily of engineering
salaries and related costs. Research and
devel opment expenses increased to $335,360 from $84,864 for the six nmonths ended
June 30, 2000 and 1999, respectively. This
represents an increase of $250,496 or 295% The increase is primarily due to our
increased efforts to (a) develop the
busi ness-to-busi ness strategy through our LoanCAT (ASP) projects for supporting
onl i ne whol esal e origination and ful fill ment
services and (b) inprovenents to the infrastructure for the Lioninc.com database and
web site. We expect to spend nore tine
and resources in these areas throughout the remai nder of 2000
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Research and devel opnment expenses increased to $113, 357 from $20,692 for the
three nmonths ended June 30, 2000 and 1999
respectively. This represents an increase of $92,665 or 448% The reasons for the
increase are discussed in the preceding
par agr aph.

DEPRECI ATI ON AND AMORTI ZATI ON

Depreci ation and anortization expenses increased to $234,770 from $66, 699 for
the six nonths ended June 30, 2000 and
1999, respectively. This represents an increase of $168,071 or 252% and was due
primarily to the (a) purchase of
tel ecommuni cati ons equi pment and conputer hardware, (b) capitalization

of internally devel oped software needed to expand and i nprove our tel ecomunications
and conputer systens infrastructure and

(3) the anortization of goodwill. Goodwi |l totaling $940,918 related to the | Mark
acquisition of assets recorded on May 17

1999, contributed $64, 474 of anortization expense for the six nonths ended June 30,
2000 conpared to approximtely $9,400 in

the same period in the prior year

Depreci ation and anortization expenses increased to $122,982 from $39, 355 for
the three nonths ended June 30, 2000 and
1999, respectively. This represents an increase of $83,627 or 212% The reasons for
the increase are attributable to those
factors discussed in the precedi ng paragraph. In addition, anmortization of goodwil|l
related to the I Mark acquisition of
assets contributed $36,134 for the three nonths ended June 30, 2000 conpared to
$9,400 in the sane period in the prior year

| NTEREST EXPENSE

I nterest expense totaling $114, 005 for the six months ended June 30, 2000 is
conprised primarily of anortization of |oan
fees and interest related to the Lioninc.comline of credit. Interest expense
totaling $50,327 for the six nmonths ended
June 30, 1999 is conprised primarily of interest on convertible debentures

I nterest expense totaling $50,763 for the three nonths ended June 30, 2000 is
conprised primarily of anortization of
|l oan fees and interest related to the Lioninc.comline of credit. Interest expense
totaling $3,982 for the three nonths
ended June 30, 1999 is conprised primarily of interest on convertible debentures

I NTEREST | NCOMVE

Interest inconme increased to $26,265 from $17,743 for the six nonths ended
June 30, 2000 and 1999
respectively. Interest income increased to $10,123 from $8,512 for the three nonths
ended June 30, 2000 and 1999
respectively. In both the six and three month periods, the increase is primarily due
to interest earned on nonrecourse
promi ssory notes related to the exercise of stock options

LI QUIDI TY AND CAPI TAL RESOURCES

Hi storically, we have financed our operations and capital expenditure
requi rements through private placenents, exercise
of stock warrants, issuance of convertible debentures and borrow ngs fromrel ated
parties and others. On May 1, 2000, we
recei ved $807, 000 (net of $93,000 of issue costs) on the issuance of 1.5 million
shares of "Series A Preferred Stock." At
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June 30, 2000, we inproved our current assets to current liabilities ratio to 1.2
and had approxi mately $591, 000 in cash and
cash equival ents

We currently have a bank line of credit for up to $650, 000 which expires on
September 9, 2000. We are currently
negotiating an extension with the bank. At June 30, 2000, we had drawn approxi mately
$176,000 fromthe line of credit

During the six nonths ended June 30, 2000, we used net cash of $496,134 in our
operating activities, conpared to the use
of $427,649 for operations in the same period in the prior year. The net use of cash
in operating activities was primarily
attributable to (1) research and devel opnment in internal software for automated
underwriting and whol esal e origination and
fulfillment services (LoanCAT), (2) a focus on delivering our core business, and
(3) occupancy and rel ated costs for future
growt h.

During the six nonths ended June 30, 2000, we used net cash of $119, 442 for our
investing activities conpared to
$223,546 in the sane period in the prior year. The use of cash for investing
activities was

primarily for capitalized software devel opment costs related to the LoanCAT project
(devel opi ng solutions for online

whol esal e origination and fulfillment services for lenders) in the first six nmonths
of 2000 and for the acquisition of

equi pment and capitalized software devel opment costs related to automated
underwriting for the same period in the prior

year.

Net cash proceeds from financing activities during the six nonths ended June 30,
2000 were $838,231. During this six
mont h period, we paid off a related party payabl e of $60,500 and reduced the |ine of
credit by $411,309. Proceeds received
fromthese financing activities were primarily the result of the exercise of
$472,232 of warrants during the first quarter
of 2000 and the issuance of preferred stock on May 1, 2000 in the anmount of $807, 000
(net of approximately $93,000 in issue
costs). For the sanme period in the prior year, net cash proceeds from financing
activities totaling $465,360 were primarily
fromthe exercise of warrants.

Managenment believes that cash flow from operations, the extension of its line of
credit and/or additional financing will
provide for continuance of operations through January 1, 2001. However, there can be
no assurance that the Conpany will be
able to obtain sufficient additional financing or be successful in its future
oper ati ons.

PART 11---OTHER | NFORVMATI ON
| TEM 2. CHANGES | N SECURI TI ES AND USE OF PROCEEDS

During the six months ended June 30, 2000, we sold an aggregate of 980, 964
shares of common stock to 13 of our existing
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shar ehol ders at purchase prices ranging from$.25 to $.50 per share in connection
with the exercise of outstanding warrants

for an aggregate purchase price of $472,232. The investors were accredited or
sophi sticated purchasers. We issued the shares

in reliance upon the exenption fromregistration under Section 4(2) of the
Securities Act. The recipients of securities

represented their intentions to acquire the securities for investnment only, and not
with a viewto sell, or for sale in

connection with any resale or distribution. Appropriate |legends were affixed to the
share certificates issued in the

transactions. The offering was made without the use of any general solicitation or
advertising. Al recipients had access to

all material information concerning the Conpany.

During the six months ended June 30, 2000, we sold an aggregate of 544,167
shares of common stock to 6 persons at
purchase prices ranging from $.01 to $1.00 per share in connection with the exercise
of outstanding options. Cash
consi deration was received from 3 persons totaling $20,808 for 94,167 shares at
exercise prices ranging from$.01 to $.65
per share. Nonrecourse prom ssory notes were received from 3 persons in the tota
amount of $309, 375 for 450,000 shares at
exercise prices ranging from$.25 to $1.00 per share. The prom ssory notes accrue
interest at 10% per annumwith all three
notes maturing on July 1, 2001. The issuance of common stock upon the exercise of
the stock options were deenmed to be exenpt
fromregistration under the Securities Act in reliance on Rule 701, and were issued
pursuant to a witten conpensation
benefit plan in consummati on of offers made prior to our becom ng subject to the
reporting requirenents of the Exchange Act.

On March 1, 2000, we cancelled the issuance of 187,500 shares of common stock
due to nonpaynent by one person on a
nonrecourse prom ssory note due on the sane date totaling $156, 250

On March 14, 2000, we sold a warrant for consideration of $2,000 for |egal and
financial advisory services. The warrant
was granted to 1 person for a total of 200,000 commpn shares at an exercise price of
$.78 per share and an expiration date
of March 14, 2003. It contains a net issuance exercise provision, providing that, if
the fair market value of our common
stock is greater than the exercise price, in lieu of exercising the warrant for
cash, the holder may elect to receive shares
equal to the value of the warrant. We issued the shares in reliance upon the
exenption fromregistration under Section 4(2)
of the Securities Act. The recipient of securities represented its intentions to
acquire the securities for investment only,
and not with a viewto sell, or for sale in connection with any resale or
di stribution. The offering was nmade wi thout the
use of any general solicitation or advertising. The recipient had access to al
material information concerning the Conpany.

On April 1, 2000, we extended the maturity date on a non-recourse note rel ated
to the exercise of stock options by one
person on October 1, 1998. The principal anpunt on the non-recourse note is $51, 562
for 75,000 shares of common stock at
prices ranging from$.25 to $1.00. The prom ssory note accrues interest at 10% per
annum and matures on October 1, 2000

On April 3, 2000, stock options for one enployee were repriced from $1.79 per
share to $.82 per share. The stock options
granted May 24, 1999 were conprised of 200,000 shares of common stock, expire
May 24, 2003 and vest in quarterly increments
over four years. The granting of these stock options did not require registration
under the Securities Act, or an exenption
therefrom since the grant did not involve a "sale" as the termis used in
Section 2(3) of the Securities Act.
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On April 28, 2000, we granted a warrant for assisting the conpany in |ocating
financing through the issuance of
preferred stock (see paragraph below). The warrant was granted to one person for a
total of 105,000 comon shares at an
exercise price of $.60 per share and an expiration date of April 28, 2003

On May 1, 2000, the Conpany received $900, 000 during "the first closing" on the
issuance of 1.5 mllion shares of
Series A Preferred Stock. Issue costs total ed approxi mately $93,000. The Preferred
Stock is not redeemabl e and one share of
Preferred Stock can be converted at the option of the holder at any tine after the
date of issuance into one share of Common
Stock. The hol der of each share of Series A Preferred Stock has the right to one
vote for each share of Common Stock into
whi ch such Preferred Stock could then be converted. The remaini ng uni ssued shares of
Series A Preferred Stock totaling
3,282,608 shares may be issued based on a schedul e covering 180 days begi nning
April 28, 2000. As of August 15, 2000, the
hol der's right to acquire 1,833,333 shares of the unissued 3,282,608 shares had
expired with 1,449,275 shares remaining to
be issued under Series A. The preferred stock was issued to two investors. The
i ssuances were deened to be exenpt from
registration under the Securities Act in reliance on Section 4(2) of the Securities
Act as transactions by an issuer not
invol ving any public offering. The investors were accredited purchasers. The
reci pients of securities represented their
intentions to acquire the securities for investnent only, and not with a viewto
sell, or for sale in connection with any
resale or distribution. Appropriate |egends were affixed to the certificates issued
in the transactions. The offering was
made wi t hout the use of any general solicitation or advertising. The recipients had
access to all material information
concerning the Conpany.

On May 17, 2000, we issued 584,558 shares of conmon stock to two persons as
post-cl osing consideration for the assets
purchased from I Mark, LLC on May 17, 1999. W issued the shares in reliance upon the
exenmption fromregistration under
Section 4(2) of the Securities Act. The recipients of securities are enployees of
the Conmpany. They represented their
intentions to acquire the securities for investnent only, and not with a viewto
sell, or for sale in connection with any
resale or distribution. Appropriate |legends were affixed to the share certificates
issued in the transactions. The offering
was made without the use of any general solicitation or advertising. All recipients
had access to all material information
concerning the Conpany.

Pursuant to the Conmpany's 1998 Stock Option Plan, we granted stock options to
109 enpl oyees at various dates from
January to June 2000. These stock options were conprised of 1,511,875 shares of
conmon stock, expire over 2 to 5 years from
the date of grant, vest in quarterly increnments over a 4 year period (with the
exception of options conprised of 140, 000
shares that are 100% vested at the date of grant and 400,000 shares that vest over a
one and one half year period) and have
exercise prices, based on the market price at the date of grant, ranging from$.54
to $.94 per share. The granting of stock
options did not require registration under the Securities Act, or an exenption
therefrom since the grants did not involve a
"sale" as the termis used in Section 2(3) of the Securities Act
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Pursuant to the Conmpany's 1998 Stock Option Plan, on June 8, 2000, we granted a
stock option to one contractor in
connection with various public relations advisory services. The stock option was
conprised of 50,000 shares of common stock
expires February 7, 2002, with 10,000 shares vesting at the date of grant and 4, 000
shares vesting each month thereafter
until fully vested, and with an exercise price of $.54 per share based on the narket
price at the date of grant. The
granting of stock options did not require registration under the Securities Act, or
an exenption therefrom since the grants
did not involve a "sale" as the termis used in Section 2(3) of the Securities Act.

| TEM 6. EXHI BI TS AND REPORTS ON FORM 8- K

(a)
Exhibits to Part |1:

Exhi bit 27---Financial Data Schedul e

(b)

Reports on Form 8-K

There were no reports on Form 8-K filed during the quarter ended June 30, 2000.

SI GNATURES

In accordance with Section 12 of the Securities Exchange Act of 1934, the
regi strant caused this registration statenent
to be signed on its behalf by the undersigned, thereunto duly authorized

PLENUM COMMUNI CATI ONS, | NC
(Regi strant)
Dat e: August 14, 2000 By: /'s/ ALLEN RI NGER
Al'l en Ri nger
Pr esi dent

EXHI BI T | NDEX

Fi nanci al Data Schedul e June 30, 2000

Qui ckLi nks

Pl enum Conmuni cations, Inc. and Subsidiary Form 10---QSB For the Quarter Ended June
30, 2000

I NDEX

PART | - --FI NANCI AL | NFORMATI ON
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PART 11---OTHER | NFORVMATI ON
SI GNATURES
EXHI BI T | NDEX

<TYPE>EX- 27 OTHERDOC
<SEQUENCE>2

<FI LENAME>ex- 27. t xt
<DESCRI PTI ONSEXHI BI T 27
<TEXT>

<OTHERDOC- AVAI LABLE Seri es=ex-27.txt Ver="">Docunment

<TABLE> <S> <C>

<PAGE>
<ARTI CLE> 5
<LEGEND>

THI S SCHEDULE CONTAI NS SUMMARY FI NANCI AL | NFORMATI ON EXTRACTED FROM THE

is copied.

CONSOLI DATED BALANCE SHEETS AND CONSOLI DATED STATEMENTS OF OPERATI ONS FOUND ON

THE FORM 10-QSB FOR THE SI X MONTH PERI OD ENDED JUNE 30,
I TS ENTI RETY BY REFERENCE TO SUCH CONSOLI DATED FI NANCI AL STATEMENTS.

</ LEGEND>
<S> <C>
<PERI OD- TYPE> 6- MOS

<FI SCAL- YEAR- END>
<PERI OD- START>

<PERI OD- END>

<CASH>

<SECURI Tl ES>

<RECEI VABLES>
<ALLOWANCES>

<l NVENTORY>
<CURRENT- ASSETS>
<PP&E>

<DEPRECI ATI ON>
<TOTAL- ASSETS>
<CURRENT- LI ABI LI TI ES>
<BONDS>

<PREFERRED- MANDATORY>
<PREFERRED>
<COMMON>

<OTHER- SE>

<TOTAL- LI ABI LI TY- AND- EQUI TY>
<SALES>

<TOTAL- REVENUES>
<CGS>

<TOTAL- COSTS>
<OTHER- EXPENSES>
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<l NTEREST- EXPENSE>
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<EXTRAORDI NARY>
<CHANGES>
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<EPS- DI LUTED>

DEC- 31- 2000
JAN- 01- 2000
JUN- 30- 2000
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0

521, 467
90, 897

0

1, 340, 481
1,592, 854
718, 378
3,062, 451
1, 100, 963
0

0

1, 500
33,338

1, 926, 650
3,062, 451
3, 025, 854
3,025, 854
0

3,618, 735
0

0

114, 005
(680, 621)
0
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0

0

0

(680, 621)
(.02)
(.02)

2000 AND I'S QUALIFIED IN

Copyright 2000 EDGAR Online, Inc. (ver 1.01/2.003)

Page 17



PLENUM COMMUNICATIONSINC/MN - 10QSB - Quarterly Report Date Filed: 8/14/2000

Copyright 2000 EDGAR Online, Inc. (ver 1.01/2.003) Page 18




