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INNOFONE.COM, INCORPORATED
 CONSOLIDATED BALANCE SHEET

AS OF MARCH 31, 2007
(UNAUDITED)

ASSETS

Current assets
Cash $ 204,719
Accounts receivable 239,719
Prepaid expenses and other assets 270,742
Total current assets 715,180

Fixed assets, net 170,103
Investment in U.S. Treasury Bonds - restricted 50,089,378
Unamortized debt discount and finance cost 880,904
Goodwill 1,611,260
Other assets 56,997

Total assets $ 53,523,822

LIABILITIES AND STOCKHOLDERS' EQUITY

Current liabilities
Accounts payable and accrued liabilities $ 2,622,191
Deferred revenue 114,090
Due to related party 700,000
Notes payable - short term 2,995,000
Total current liabilities 6,431,281

Long-term liabilities
Liability on equity swap agreement 32,824,941
Total liabilities 39,256,222

Minority interest (17,406)

Stockholders' equity
Preferred stock; $0.01 par value; 4,815,000 shares
authorized, issued and outstanding 48,150
Common stock; $0.001 par value; 950,000,000 shares
authorized, 74,945,828 issued and outstanding 74,946
Additional paid-in capital 71,513,792
Unamortized investment and loan fees paid
with common stock and warrants (2,762,938)
Stock receivable related to legal settlement (2,782,608)
Related party stock payable for 800,000 shares of
common stock 544,000
Other comprehensive income (loss) 90,807
Accumulated deficit (52,441,143)
Total stockholders' equity 14,285,006
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Total liabilities and stockholders' equity $ 53,523,822

See Accompanying Notes to Consolidated Financial Statements
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INNOFONE.COM, INCORPORATED
 CONSOLIDATED STATEMENTS OF OPERATIONS

FOR THE THREE AND NINE MONTHS ENDED MARCH 31, 2007 AND 2006
(UNAUDITED)

Three Months Ended March 31, Nine Months Ended March 31,
2007 2006 2007 2006

Revenues $ 287,646 $ 63,003 $ 391,705 $ 467,693

Cost of revenues 93,538 8,634 130,147 85,592

Gross profit 194,108 54,369 261,558 382,101

Operating expenses
Selling, general and administrative 1,392,567 947,848 4,338,025 2,476,764
 Total operating expenses 1,392,567 947,848 4,338,025 2,476,764

Income (loss) from operations (1,198,459) (893,479) (4,076,467) (2,094,663)

Other income (expense)
Interest income 1,501 8,092 8,245 19,940
Interest expense and finance cost (388,031) (1,655,883) (3,616,125) (1,626,422)
Gain on Legal Settlement (Note 9) 4,882,608 — 4,882,608 —
Unrealized loss on equity swap
agreement (18,999,809) (4,245,479) (29,355,718) (5,065,905)
Other income (expense) (1,454,244) (10,414) (1,443,918) (21,542)
 Total other income (expense) (15,957,975) (5,903,684) (29,524,908) (6,693,929)

Net income (loss) before provision
for income taxes (17,156,434) (6,797,163) (33,601,375) (8,788,592)

Provision for income taxes — — — —

Net income (loss) before minority
interest (17,156,434) (6,797,163) (33,601,375) (8,788,592)
Loss applicable to minority interest        — — 22,721 —

Net income (loss) $ (17,156,434) $ (6,797,163) $ (33,624,096) $ (8,788,592)

Net income (loss) per common
share - basic and diluted $ (0.23) $ (0.11) $ (0.45) $ (0.16)

Weighted average common shares
outstanding -
basic and diluted 74,776,867 60,848,622 74,351,365 56,193,242

See Accompanying Notes to Consolidated Financial Statements
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INNOFONE.COM, INCORPORATED
 CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY

FOR THE NINE MONTHS ENDED MARCH 31, 2007
(UNAUDITED)

Unamortized
Stock

Receivable Related 

Preferred Stock Common Stock
Additional

Paid-in 
Investment
and Loan 

Related to
Legal Stock

Party
Stock

Other
 ComprehensiveAccumulated

Total
 Stockholders'

Shares Amount Shares Amount Capital Fee Settlement Payable Payable Income Deficit Equity
($) ($) ($) ($) ($) ($) ($) ($) ($) ($)

Balance,
June 30,
2006 4,815,000 48,150 72,858,345 72,858 62,944,096 — — 58,395 544,000 —(18,817,047) 44,850,452

Issuance of
common
stock related
to
acquisition
of Mobile
Technology
Group, Inc.
net of
$101,020 net
liabilities
acquired — — 1,441,441 1,441 1,497,539 — — — — — — 1,498,980

Issuance of
common
stock for
services — — 390,042 391 289,284 — — — — — — 289,675

Issuance of
common
stock related
to stock
payable — — 71,000 71 58,324 — —(58,395) — — — —

Issuance of
warrants for
5,000,000
shares of
common
stock related
to debt with
55 South
Investments
totaling
$1,000,000 — — — — 5,481,314 (5,481,314) — — — — — —
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Issuance of
warrants for
602,500
shares of
common
stock related
to various
debts
totaling
$415,000 — — — — 503,047 (503,047) — — — — — —

Issuance of
185,000
common
stock related
to amended
promissory
notes
totaling
$205,000 — — 185,000 185 73,815 (74,000) — — — — — —

825,000
common
shares
contributed
by the
Company's
President to
secure
$1,000,000
promissory
note valued
at $617,925 — — — — 617,925 — — — — — — 617,925

Recievable
for the return
of 3,478,260
shares of
common
stock related
to alegal
settlement
(Note 9) — — — — — —(2,782,608) — — — — (2,782,608)

Amortization
of
investment
and loan fee
paid with
common
stock and

— — — — — 3,295,423 — — — — — 3,295,423
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warrants

Vesting of
employee
stock options — — — — 38,417 — — — — — — 38,417

Minority
interest — — — — 10,031 — — — — — — 10,031

Unrealized
gain on US
Treasury
Bonds — — — — — — — — —90,807 — 90,807

Net income
(loss) — — — — — — — — — —(33,624,096) (33,624,096)

Balance,
March 31,
2007 4,815,000 $ 48,150 74,945,828 $ 74,946 $ 71,513,792 $ (2,762,938)$ (2,782,608) —$ 544,000 $ 90,807 $ (52,441,143)$ 14,285,006

See Accompanying Notes to Consolidated Financial Statements

5

Edgar Filing: INNOFONE COM INC - Form 10QSB

10



INNOFONE.COM, INCORPORATED
 CONSOLIDATED STATEMENTS OF CASH FLOWS

FOR THE NINE MONTHS ENDED MARCH 31, 2007 AND 2006
(UNAUDITED)

Nine Months Ended March 31,
2007 2006

Cash flows from operating activities:
Net income (loss) $ (33,624,096) $ (8,788,592)
Adjustments to reconcile net income (loss) to net
  cash used in operating activities:
Depreciation 19,881 4,400
Amortization of debt discount and finance cost 3,932,222 229,306
Gain on Legal Settlement (4,782,608) —
Unrealized loss on equity swap agreement 29,355,718 —
Stock based expenses 294,107 281,523
Changes in operating assets and liabilities:
Change in accounts receivable (183,966) (11,019)
Change in prepaid expenses (58,901) (92,822)
Change in other assets 9,758 —
Change in accounts payable and accrued liabilities 1,260,221 207,496
Change in deferred revenue 114,090 —
Change in due to related parties — (264,532)
Change in stock payable 48,960 —
Change in minority interest 29,540 —
Net cash used in operating activities (3,585,074) (8,434,240)

Cash flows from investing activities:
Purchase of fixed assets (151,618) (3,285)
Purchased goodwill (3,760) —
Cash acquired through purchase of Digital Presence, Inc. 300,000 —
Return of deposit related to unsuccessful acquisition 80,000 —
Net cash used in investing activities 224,621 (3,285)

Cash flows from financing activities:
Proceeds from notes payable 4,175,000 3,000,000
Payments on notes payable (610,000) —
Payments on related party notes payable (100,000) —
Net cash provided by (used in) financing activities 3,465,000 3,000,000

Net change in cash 104,547 (5,437,525)
Cash, beginning of period 100,172 17,840

Cash, end of period $ 204,719 $ (5,419,685)

See Accompanying Notes to Consolidated Financial Statements
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INNOFONE.COM, INCORPORATED
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

MARCH 31, 2007
(UNAUDITED)

1. BASIS OF PRESENTATION AND DESCRIPTION OF BUSINESS

Basis of presentation - The accompanying unaudited consolidated financial statements have been prepared in
accordance with Securities and Exchange Commission requirements for interim financial statements. Therefore, they
do not include all of the information and footnotes required by accounting principles generally accepted in the United
States for complete financial statements. The financial statements should be read in conjunction with the Form
10-KSB/A for the year ended June 30, 2006 of Innofone.com, Incorporated (the "Company").

The interim financial statements present the balance sheet, statements of operations, stockholders' equity and cash
flows of Innofone.com, Incorporated. The financial statements have been prepared in accordance with accounting
principles generally accepted in the United States.

The interim financial information is unaudited. In the opinion of management, all adjustments necessary to present
fairly the financial position as of March 31, 2007 and the results of operations, stockholders' equity and cash flows
presented herein have been included in the financial statements. All such adjustments are the normal and recurring
nature. Interim results are not necessarily indicative of results of operations for the full year.

Description of business - Innofone.com, Incorporated was incorporated on December 19, 1995. On August 19, 2005,
the Company consummated a Stock Purchase Agreement (the “Agreement”) with Alexander Lightman to acquire 100%
of the outstanding capital stock of IPv6 Summit, Inc. (“IPv6”). The fundamental terms of the purchase agreement
provide for the Company to deliver a promissory note in the sum of $1,000,000 as partial consideration of the
purchase price and to issue 33,333,000 shares of restricted common stock of the Company to satisfy the balance of the
purchase price in full (the “IPv6 Transaction”). As a result, IPv6 has become a wholly owned subsidiary of the
Company. Prior to the IPv6 Transaction, the Company was non-operating public company with no operations or
assets; 28,005,270 shares of common stock issued and outstanding; and IPv6 was a privately held operating company.
The IPv6 Transaction is considered to be a capital transaction in substance, rather than a business combination.
Inasmuch, the IPv6 Transaction is equivalent to the issuance of shares by a private company (IPv6) for the
non-monetary assets of a non-operational public company, accompanied by a recapitalization. The accounting for
IPv6 Transaction is similar to that resulting from a reverse acquisition, except goodwill is not recorded. Accordingly,
the historical financial information of the accompanying financial statements are that of IPv6 which the 33,333,000
shares issued by the Company are considered the historical outstanding shares of IPv6 for accounting purposes. The
partial consideration of $1,000,000 promissory note has been accounted for as a distribution as if IPv6 had returned
capital to its previous sole shareholder in the form of a distribution. The Company’s operating activities are conducted
through its wholly owned subsidiary, IPv6 Summit, Inc.

IPv6 Summit, Inc., a Nevada corporation located in Santa Monica, California was incorporated on July 9, 2003. The
Company is among the leading organizers of IPv6 conference events in the world. IPv6 stands for Internet Protocol
version 6 and is the successor protocol to the current Internet, Internet Protocol version 4, which was introduced in
June 1973 and turned 33 years old last summer. IPv4 is a 32-bit protocol, while IPv6 is a 128-bit protocol allowing for
3.4 x 10 to the 38th power new IP addresses, and thus allowing for a vast increase in connecting people, places, and
things to the Internet.

The Company derives revenue from Sponsorships, Conference Attendee Fees, Training Fees, and Consulting to
Governments.
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Liquidity and capital resources - As of March 31, 2007, the Company had total current assets of $715,180 and total
current liabilities of $6,431,281 resulting in a working capital deficit of $5,716,101. As of March 31, 2007, the
Company had cash totaling $204,719. Our cash flow from operating activities for the nine months ended March 31,
2007 resulted in a deficit of $3,585,074. Our cash flow from investing activities resulted in a surplus of $224,621. Our
cash flows from financing activities resulted in a surplus of $3,465,000. Overall, the Company’s cash flows for the
nine months ended March 31, 2007, netted a surplus of $104,547. The Company is currently negotiating in obtaining
additional funding sources which it believes will be successful in securing. The Company believes its current cash
balance, cash flow from current operating activities, and potential additional funding sources will be sufficient to
provide necessary capital for the Company’s operations for the next twelve months.

7
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INNOFONE.COM, INCORPORATED
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

MARCH 31, 2007
(UNAUDITED)

2. SIGNIFICANT ACCOUNTING POLICIES

Use of estimates - The preparation of consolidated financial statements in conformity with accounting principles
generally accepted in the United States 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
consolidated financial statements and the reported amounts of revenue and expenses during the reporting period.
Actual results could differ from those estimates.

Principles of consolidation - The accompanying consolidated financial statements include the accounts of
Innofone.com, Incorporated and its subsidiaries, IPv6 Summit, Inc. Mobile Technology Group, Inc., Digital Presence,
Inc. and Innofone Philippines, Inc. The accompanying consolidated financial statements have been prepared in
accordance accounting principles generally accepted in the United States. All material inter-company accounts and
transactions have been eliminated in consolidation.

Revenue and expense recognition - The Company recognizes revenue from services provided once all of the following
criteria for revenue recognition have been met: 1) pervasive evidence of an agreement exists, 2) the services have been
delivered, 3) the price is fixed and determinable and not subject to refund or adjustment and 4) collection of the
amounts due is reasonably. Overhead and administrative costs are recognized when incurred and direct event costs
and expenses are recognized during the period in which the event they are associated with occurs.

Goodwill and intangible asset - In July 2001, the Financial Accounting Standards Board (“FASB”) issued Statement of
Financial Accounting Standards (“SFAS”) No. 141, “Business Combinations” and No. 142, “Goodwill and Other Intangible
Assets.” SFAS No. 141 requires all business combinations initiated after June 30, 2001 to be accounted for using the
purchase method. Under SFAS No. 142, goodwill and intangible assets with indefinite lives are no longer amortized
but are reviewed annually (or more frequently if impairment indicators arise) for impairment.

According to this statement, goodwill and intangible assets with indefinite lives are no longer subject to amortization,
but rather an annual assessment of impairment by applying a fair-value based test. Fair value for goodwill is based on
discounted cash flows, market multiples and/or appraised values as appropriate. Under SFAS No. 142, the carrying
value of assets are calculated at the lowest level for which there are identifiable cash flows.

The Company has goodwill totaling $1,611,260 as of March 31, 2007, which in the opinion of management, no
impairment is deemed necessary.

SFAS 142 requires the Company to compare the fair value of the reporting unit to its carrying amount on an annual
basis to determine if there is potential impairment. If the fair value of the reporting unit is less than its carrying value,
an impairment loss is recorded to the extent that the fair value of the goodwill within the reporting unit is less than its
carrying value.

Stock based compensation - On January 1, 2006, the Company adopted SFAS No. 123 (R) “Share-Based Payment”
which requires the measurement and recognition of compensation expense for all share-based payment awards made
to employees and directors including employee stock options and employee stock purchases related to a Employee
Stock Purchase Plan based on the estimated fair values.
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The Company adopted SFAS No. 123(R) using the modified prospective transition method, which required the
application of the accounting standard as of January 1, 2006. The accompanying consolidated financial statements up
through December 31, 2006 reflect the impact of SFAS No. 123(R). In accordance with the modified prospective
transition method, the Company’s accompanying consolidated financial statements for the prior periods have not been
restated, and do not include the impact of SFAS No. 123(R). Stock based compensation expense recognized under
SFAS No. 123(R) for the nine months ended March 31, 2007 totaled $324,492. Pro forma stock based compensation
from July 1, 2005 through December 31, 2005 totaled $-0-. Stock based compensation expense recognized under
SFAS No. 123(R) from January 1, 2006 through March 31, 2006 totaled $281,523.

8
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INNOFONE.COM, INCORPORATED
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

MARCH 31, 2007
(UNAUDITED)

Earnings (loss) per share - The Company reports earnings (loss) per share in accordance with SFAS No. 128,
"Earnings per Share." Basic earnings (loss) per share is computed by dividing income (loss) available to common
shareholders by the weighted average number of common shares available. Diluted earnings (loss) per share is
computed similar to basic earnings (loss) per share except that the denominator is increased to include the number of
additional common shares that would have been outstanding if the potential common shares had been issued and if the
additional common shares were dilutive. Diluted earnings (loss) per share has not been presented since the effect of
the assumed exercise of options and warrants to purchase common shares would have an anti-dilutive effect.

3. UNAMORTIZED DEBT DISCOUNT AND FINANCE COST

As of March 31, 2007, unamortized debt discount and finance cost totaling $880,904 consist of the following:

Debt discount related to Lakewood Group LLC notes
payable, see Note 7 $ 613,444
Debt discount related to 55 South Investment notes payable,
see Note 7 108,758
Debt discount related to NIR Group notes payable,
see Note 7 136,031
Debt discount related to Alex Lightman note payable
see Note 6 22,670

$ 880,904

Unamortized debt discount and finance cost are being amortized over the term of the related agreements.

4. UNAMORTIZED INVESTMENT AND LOAN FEES PAID WITH COMMON STOCK AND WARRANTS

As of March31, 2007, unamortized investment and loan fees paid with common stock and warrants totaling
$2,762,938 consist of the following:

Debt discount related to 55 South Investment notes payable,
see Note 7 $ 2,579,442
Debt discount related to various notes payable
see Note 7 183,496

$ 2,762,938

Unamortized investment and loan fees are being amortized over the term of the related agreements.

5. BUSINESS ACQUISITIONS COMPLETED

On March 7, 2006, the Company entered into a Common Stock Purchase Agreement to purchase a total of 66.67% of
the outstanding common stock of Digital Presence, Inc. (“Digital”) in consideration of cash totaling $300,000 made in
installment payments. The payment terms for the purchase are as follow: (a) $50,000 which was due on the initial
closing on March 7, 2006; (b) $125,000 due on second closing of May 15, 2006; and (c) $125,000 due on third closing
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of June 15, 2006. As of September 10, 2006, the Company made all the required payments and completed the
acquisition. The Company has accounted for this acquisition under purchase accounting and have allocated the entire
purchase price towards the assets acquired which principally consists of cash. Accordingly, there was no goodwill
recognized in this acquisition. The 33.33% of the outstanding common stock of Digital which was not acquired has
been accounted for as minority interest on the accompanying balance sheet.

9
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INNOFONE.COM, INCORPORATED
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

MARCH 31, 2007
(UNAUDITED)

On April 21, 2006, the Company entered into a Non-binding term sheet to acquire all the outstanding capital of
Mobile Technology Group, LLC in consideration of $7,500 in cash payable on execution and shares of the Company’s
common stock equal in value of $1,600,000. The Company completed its acquisition of Mobile Technology Group,
LLC in August 4, 2006. The Company has accounted for this acquisition under purchase accounting and have
allocated the entire purchase price $1,607,500 towards goodwill since the purchase price exceeded the fair value of
assets and liabilities acquired.

6. DUE TO RELATED PARTY

Due to related party as of March 31, 2007 are comprised of the following transactions with Alex Lightman, the
Company’s Chief Executive Officer, President and shareholder:

Note payable to Alex Lightman related to Stock Purchase
Agreement(see Note 1 for detailed discussion), interest rate at
4%, payable in monthly installment payments of $83,333
(principal only) for each successive month starting on the date
of execution of the note contingent upon certain conditions
having been met, and ending October 17, 2006 which any
unpaid principal and interest would be due at that date $ 200,000

Note payable to Alex Lightman, interest rate at 5%, unsecured
and principal and interest due at maturity on April 17, 2007 500,000

$ 700,000

7. NOTES PAYABLE

On May 25, 2006, the Company entered into a Letter Agreement the NIR Group for the repayment of convertible
notes and warrants issued on or about August 31, 2005 and October 15, 2005 pursuant to a Securities Purchase
Agreement by and between the Company and AJW Partners, LLC, New Millennium Capital Partners II, LLC, AJW
Offshore, Ltd. and AJW Qualified Partners, LLC (collectively, the “NIR Group”). The repayment was applied to the
outstanding principal and interest owing under the convertible notes and as consideration for the cancellation of the
associated warrants for 1,000,000 shares of common stock issued to the NIR Group, and the termination of any and all
Uniform Commercial Code filings in favor of the NIR Group. In connection with the repayment, the Company and the
NIR Group executed and delivered the Letter Agreement, a new promissory note (“new notes”), a new stock purchase
warrant (“new warrants”), and new registration rights agreement (“new registration agreement”).

The terms of the repayment, as provided in the Letter Agreement are as follows: (a) upon signing of the Letter
Agreement, the Company made a cash payment to the NIR Group in the amount of $2,635,400 which was applied to
the repayment of all amounts of principal and interest owing and outstanding under previous convertible note
balances; (b) the issuance of new notes in the aggregate amount totaling $1,200,000. The new notes are
self-amortizing over a one year period commencing on July 1, 2006, with each installment payment due on the twelve
consecutive monthly anniversaries beginning July 1, 2006. Further , pursuant to the new notes, the Company will pay
to the NIR Group an aggregate of $100,000 per month. Additionally, the Company issued to the NIR Group new
warrants for 750,000 shares of common stock with an exercise price of $1.79 and a term of five years. The new
warrants may be exercised on a cashless basis only in the event that there is no effective registration statement
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covering the shares underlying the warrants. The Company may buy back all the new warrants from the NIR Group
for an aggregate of $100,000 at any time prior to the new warrants being exercised. The fair value of the new warrants
totaled $476,121 was determined using Black-Scholes option pricing model based on the following assumptions: term
of 2 years, volatility rate of 229%, risk free interest rate of 3.5% and dividend yield of 0%. The fair value of the new
warrants totaling $476,121 have been accounted for as debt discount which have been capitalized and amortized over
the term the new notes on a straight line basis. During the nine months ended March 31, 2007, the Company had made
principal payments totaling $800,000 towards this loan. As of March 31, 2007, the remaining balance on these notes
totaled $400,000 and unamortized debt discount balance totaled $136,031. We are currently delinquent on our
monthly installment payments. Although we have not received any official notice of default under the repayment
agreement with the NIR Group of funds, such notice can be anticipated should we be unable to re-establish payment
under our agreed payment schedule shortly.

10
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INNOFONE.COM, INCORPORATED
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

MARCH 31, 2007
(UNAUDITED)

In July 2006, the Company issued two promissory notes (the “Notes”) to 55 South Investments (“Holder”) totaling
$1,000,000, with interest at 12% per annum. The Maturity Date shall be the earlier of: (a) one (1) year from the
commencement of that certain Equity Swap transaction, as discussed in Note 7, whereby 30 days have expired
thereafter the date in which the Company is granted effectiveness by the Securities and Exchange Commission on a
registration statement filed pursuant to certain agreements made in connection with an equity swap made by and
between the Company and Cogent Capital Group, LLC and its affiliates as of June 2, 2006 (defined herein as the
“Swap Start Date”); or (b) December 1, 2007, whichever is earlier. Repayment of the principal amounts of the Notes by
the Company shall commence within ten (10) days of the Swap Start Date and shall continue thereafter in equal pro
rata monthly installments on the same date of each subsequent month thereafter for the successive eleven (11) months
thereafter the Swap Start Date and continue until all principal payments are paid in full. The principal shall be repaid
in full no later than the maturity date. Should the Swap Start Date not occur prior to the maturity date, then the entirety
of principal shall be due and payable on the maturity date. Further the Company may, at its option, prepay all amounts
owing under the Notes prior to the maturity date, in whole or in part, without payment of any premium or penalty,
after giving written notice thereof to the Holder at least one (1) day prior to the date selected for prepayment. In
connection with the Notes, the Company issued (i) a five-year warrants to 55 South Investments for the right to
purchase up to 4,000,000 shares of common stock at $1.00 per share; and (ii) a five year warrants to Millennium
Investment Services, Inc., an affiliate of 55 South, for the right to purchase 1,000,000 shares of common stock at
$1.00 per share. The Company has the right to redeem 1,400,000 of such warrants for $250,000 until July 13, 2007.
The note is secured with approximately $4,000,000 worth of the Company’s restricted common stock and $4,000,000
worth of restricted common stock owned by Alex Lightman, the Company’s Chief Executive Officer and President.
Further, the Company has agreed to pay to 55 South approximately $40,000 representing an origination fee and a due
diligence fee. The fair value of the warrants totaled $5,481,314 using the Black-Scholes option pricing model which
will be capitalized and amortized on a straight line basis over the term of the Notes. Additionally, the Company agreed
to a pay 4% loan fee and 4% due diligence totaling $80,000 which has been capitalized as loan fees and amortized
over the life of the loans. On March 1, 2007, the repayment terms for the Notes were amended with regards to
principal payments. Fees were assessed for amending the repayment terms amounting to 8% of the total principal
balance for a total of $80,000 which will be capitalized and amortized over the life of the Notes. For the nine months
ended March 31, 2007, the Company amortized 2,953,114 as finance cost with a remaining unamortized balance of
$2,688,200 as of March 31, 2007.

During the nine months ended March 31, 2007, the Company borrowed a total of $415,000 from eleven individuals
through various promissory notes. These promissory notes have interest rates ranging from 10% to 12%, maturities
from March, 2007 through September 2007, all secured by shares of the Company’s common stock collectively
totaling $1,560,000 with principal and unpaid interest due at maturity. The Company also issued warrants to these
promissory note holders for shares of the Company’s common stock collectively totaling 562,500 shares. The value of
these warrants totaled $448,145 under the Black Scholes options pricing model using the following assumptions:
exercise price of $1.00; closing stock price on date of grant; life of 3 years; volatility rate ranging from 237% to
241%, no dividend yield rate; and discount rate of 3.5%. The value of the warrants totaling $503,047 have been
accounted for as loan fees and have been capitalized which will be amortized over the life of the loans.
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Throughout the period of March 16, 2007 through March 30, 2007, promissory notes totaling $205,000 with six of
such individuals were extended for an additional twelve months and the respective interest rate of each such note for
such 6 individuals was increased to 15%. Fees in the form of 185,000 shares of common stock were assessed for
extending these promissory notes totaling $74,000 which will be capitalized and amortized over the life of these
promissory notes. For the nine months ended March 31, 2007, the Company amortized $393,551 as finance cost. The
unamortized loan fees as March 31, 2007 totaled $183,496.

On January 16, 2007, the Company issued a promissory note to Lakewood Group LLC (“Lakewood”) in the principal
amount of $1,000,000 for the purchase price of $800,000 (the “Note”) which the difference of $200,000 is considered a
premium. The Maturity Date of the Note is September 16, 2007. Cash amortizing payments of the outstanding
principal amount of the Note commence on the fifth month anniversary date of the Note and on the same day of each
month thereafter (each a “Repayment Date”) until the principal amount has been repaid in full. On each Repayment
Date, the Company shall make payments to Lakewood in the amount of twenty-five percent (25%) of the principal
amount, and any other amounts. In the event of default by the Company, the Company will be required to pay interest
on the principal amount equal to fifteen percent (15%) per annum (calculated on a 360 day year). The Company has
the option to prepay the Note in an amount equal to 110% of the purchase price, no sooner than thirty (30) days from
the Note issuance date. Further, in the event that the Company raises funds from the sale of debt instruments, equity
instruments or instruments convertible into equity in excess of $2,500,000 of gross proceeds (“Excess Proceeds”), then
the Maturity Date of the Note with respect to an amount of principal amount equal to the Excess Proceeds shall be
automatically accelerated to the fifth business day after the date the Company receives the actual or beneficial Excess
Proceeds and the Company must use such Excess Proceeds to pay amounts payable under this Note. The $200,000
premium will be amortized over the life of the Note.

In connection with the issuance of the Lakewood Note, Mr. Alex Lightman, the Company’s President and Chief
Executive Officer: (i) pledged, pursuant to a Stock Pledge Agreement, 4,000,000 shares of his common stock to
Lakewood as security for the Company’s obligation under the Note; and (ii) guaranteed, pursuant to a Guaranty, all
obligations under the Note and Subscription Agreement.

Further, Mr. Lightman entered into a Stock Purchase Agreement with the Company and Lakewood providing for the
sale of 825,000 shares of Mr. Lightman’s common stock to Lakewood pursuant to the terms and conditions of that
agreement at $0.001 per share for a total of $825. The fair value of the shares sold by Mr. Lightman to Lakewood
totaled $617,925 or $0.75 per share. The difference between the fair value of the 825,000 shares and the sale price will
be accounted for as a loan fee which will be amortized over the life of the Note. For the nine months ended March 31,
2007, the Company amortized both the premium and loan fee totaling $204,482 and the remaining unamortized
balance totaled $613,444 as of March 31, 2007.

On February 6, 2006, the Company obtained a revolving line-of-credit from a banking institution for a total of
$150,000 with a term of thirteen months (automatic renewal for an additional twelve months based upon annual
review and approval by the banking institution), variable interest rate based on lender’s prime rate plus a 3% (initial
rate of 11.25%), and secured by all assets of the Company. As of March 31, 2007, the Company had drawn on the full
amount of the line-of-credit totaling $150,000.

8. EQUITY SWAP AGREEMENT
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On June 2, 2006, the Company entered into a securities purchase agreement with Cogent Capital Investments LLC
(“CCI”) for the sale of 1,850,000 shares of common stock (“Common Stock”) and 4,815,000 shares of Series A
Convertible Preferred Stock (“Preferred Stock”) for an aggregate purchase price of $50,000,000, which was paid in the
form of U.S. Treasury Bonds. The Preferred Stock issued to CCI has no voting rights, no dividend rights and each
share of Preferred Stock is convertible into ten (10) shares of common stock.
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Concurrently with the consummation of the securities purchase agreement, the Company entered into an equity swap
agreement (“Equity Swap”) with Cogent Capital Financial LLC (“CCF”) an affiliate of CCI which such transaction is
considered to be a derivative. The Equity Swap is a fixed versus floating price swap with respect to a notional stock
amount of 37,500,000 shares of common stock , with Cogent being the floating equity payor and the Company being
the fixed equity price payor. The fixed price under the Equity Swap is $1.333 per share. The Equity Swap has a
maturity date of December 2, 2010, through certain conditions this date can be extended, and provides for periodic
settlements and reductions of the notional amount of the Equity Swap over a 30 month period beginning one month
after the Trigger Date, provided that the Company has satisfied certain conditions. The Trigger Date is the first date as
of which the Resale Condition has been satisfied with respect to at least 10,000,000 shares. The Resale Condition shall
be deemed satisfied as of any day with respect to the number of equity shares that, as of such day, are then subject to
an effective resale registration statement under the Securities Act of 1933, as amended, with the holders of such shares
being named therein as selling shareholders or fully eleigible for resale under Rule 144 adopted under the Securities
Act of 1933. The Company agreed to pay CCF an amount equal to the decrease in value of the notional stock amount
of 37,500,000 below $1.333 per share at each settlement date during the 30 month period beginning one month after
the Trigger Date. Under the terms of the Equity Swap, the Company agreed to pay CCF an amount equal to in interest
on $50,000,000, at Libor plus 1.45%, up through the Trigger Date then decreasing for the next 30 months based upon
the decrease value in the notional stock amount. Among these conditions is a requirement that the Company maintain
an effective registration statement with respect to specified portions of the Common Stock purchased by CCI and the
Common Stock into which the Preferred Stock purchased is convertible. To secure the Company’s performance of the
Equity Swap, the Company has pledged to CCF, and deposited in a collateral account subject to a lien in favor of
CCF, the $50,000,000 in U.S. Treasury Bonds. As the notional amount of the Equity Swap is reduced, corresponding
portion of the pledged U.S. Treasury Bonds are to be released to the Company, subject to any partial settlement of the
Equity Swap resulting from the reduction in the notional amount. In the event the Company is required pay an amount
equal to the decrease in value of the notional stock during each settlement date, it would do so through the liquidation
of the U.S. Treasury Bonds which would then be recorded within the statement of operations as part earnings (loss).

In connection with and as consideration to CCF under the Equity Swap as its fee, the Company paid to CCF an
amount consisting of: (i) $1,375,000 (which $568,750 was paid at closing); (ii) 5,000,000 shares of common stock and
(iii) warrant for 5,000,000 shares of common stock with an exercise price of $1.20 and term of 5 year. The fair value
of the common stock and warrant given as consideration totaled $7,683,641. In addition, the Company paid CCI
$103,000 as an initial fee. Collectively, the value of cash, common stock and warrant totaled $9,161,641. The
Company has accounted for the fee to CCF as an initial investment fee. The fair value of the warrants has been
determined using Black-Scholes based on the following assumptions: stock price based on the date of grant; term of 3
years; volatility rate of 229%; discount rate of 3.5% and no dividends.

Since the Equity Swap is considered to be a derivative transaction, the Equity Swap is recorded at fair value at the end
of each reporting period. Effective changes in fair value of the Equity Swap is recorded within the statement of
operations as part earnings (loss). As of March 31, 2007, the Company recorded a liability related to the equity swap
agreement of $32,824,941 which resulted in an unrealized loss on equity swap agreement during the nine months
ended March 31, 2007 totaling $29,355,718 reflected within the statement of operations. The fair value of the Equity
Swap is determined using Black-Scholes based on the following assumptions: stock price of $0.35 based upon the
date of this reporting period; term based upon the settlement period; volatility rate of 255%; discount rate of 3.5% and
no dividends.

9. GAIN ON LEGAL SETTLEMENT
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Legal Settlement with InfoWeapons, Inc., InfoWeapons Corporation and Lawrence Hughes

Background

On August 16, 2006, Innofone.com, Incorporated’s (“Innofone” or the “Company”) entered into an Agreement and Plan of
Merger (the “Agreement”) with InfoWeapons Acquisition Corp. (“IAC”), a wholly-owned subsidiary, InfoWeapons, Inc.
(“InfoWeapons”), a Georgia corporation and the shareholders of InfoWeapons. Under the terms of the Agreement, we
acquired InfoWeapons and its assets (including but not limited to InfoWeapons' subsidiary InfoWeapons Corp.) with
the only non-administrative outstanding item subsequent to execution being the delivery by InfoWeapons of its
financial statements in accordance with US Generally Accepted Accounting Principles (GAAP). Despite and repeated
requests, InfoWeapons had failed to deliver its US GAAP financial statements as required by the Agreement.
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Lawsuits

As previously disclosed, on October 4, 2006, we filed a complaint in the United States District Court, Central District
of California, (the “Complaint”) against InfoWeapons and Mr. Hughes (collectively, the “Defendants”) alleging that
InfoWeapons and Mr. Hughes failed to perform their obligations under the Agreement and that each had wrongfully
misappropriated trade secrets of our Company. On November 16, 2006, the Company amended its Complaint to add
two causes of action for: (i) promissory estoppel on that certain promissory note issued to Mr. Hughes in the face
amount of $2 million (the “Note”) and (ii) declaratory relief on the Note. These claims were asserted because
Defendants had taken the position that the Note was payable despite Mr. Hughes written notification to the Company
on September 15, 2006 that such payment was to be extended indefinitely and the Company had accepted this
extension in writing. On November 22, 2006, Mr. Hughes reacted to the California litigation seeking specific
performance of the Agreement he had signed by filing a Complaint against Innofone and Mr. Alex Lightman, the
Company’s President and Chief Executive Officer (service of process occurred on November 30, 2006 against
Lightman and occurred separately on December 1, 2006 on Innofone), in the State Court of Fulton County, state of
Georgia (Case No. 2006ev001457d) (together with the Complaint, the “Complaints”).

Settlement

On January 10, 2007, the Company reached a binding and immediately enforceable settlement with InfoWeapons,
Inc., InfoWeapons Corporation and Lawrence Hughes (collectively the "InfoWeapons Parties"), whereby the
Company, InfoWeapons Acquisition Corporation, Alex Lightman (collectively the “Innofone Parties”) and the
InfoWeapons Parties agreed to the following material terms memorialized before the Honorable Margaret A. Nagle,
United States Magistrate Judge for the Central District of California, and to be followed in writing hereafter: (i)
unconditional cancellation and termination of the Merger Agreement in all respects; (ii) dismissal with prejudice of
both Complaints against one another, with all parties to both Complaints including InfoWeapons Corporation granting
full and complete general and mutual releases to the broadest extent permitted by law; (iii) Mr. Hughes is to return to
the Company the 3,478,260 shares of the Company’s Common Stock that he purchased for $4 million on April 27,
2006; (iv) Mr. Hughes is to cancel and terminate and forever forgive that certain promissory note issued to him by the
Company on September 7, 2006 in the principal amount of $2 million; (v) the InfoWeapons Parties to pay the
Company the sum of $180,000 on or before February 12, 2007 ($80,000 had already been reflected as a receivable by
the Company); (vi) the termination of all agreements, contracts and obligations whatsoever between the Innofone
Parties and the InfoWeapons Parties; and (vii) the mutual non-disparagement and non-solicitation of employees by
and between the Innofone Parties and the InfoWeapons Parties; and (viii) certain other provisions that were read into
the record at the conclusion of the settlement conference before Judge Nagle on January 10, 2007.

10. LITIGATION

On March 19, 2007, the Company filed a complaint in the United States District Court, Central District of California,
against Cogent Capital Financial, LLC, Cogent Capital Investments, LLC, Cogent Capital Group, LLC, Gregory L.
Kofford, Mark W. Holden (collectively, the “Cogent Defendants”), and Investors Bank & Trust Company (the “Escrow
Agent”) to rescind a $50 million equity swap financing transaction (the “Swap Transaction”) dated as of June 2, 2006,
and related agreements and amendments (the “Swap Transaction Documents”) as discussed in Note 8.
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The Company filed a lawsuit against the Cogent Defendants in the United States District Court for the Central District
of California (“California Complaint”) for: (i) violation of Section 10(b) of the Securities Exchange Act of 1934 and
Rule 10b-5 promulgated thereunder, (ii) rescission of the Swap Transaction Documents based on illegality, (iii)
rescission of the Swap Transaction Documents based on fraud or mistake, (iv) negligent misrepresentation, and (v)
declaratory relief on the Swap Transaction and Swap Transaction Documents. The Company is suing the Escrow
Agent solely in order to obtain complete relief in the action because the Escrow Agent is holding stocks, bonds, and
cash which the Company and Cogent Defendants deposited with it pursuant to an escrow agreement underlying the
Swap Transaction. The Swap Transaction was premised on the Securities and Exchange Commission (the
“Commission”) approving an effective registration statement for the Company’s stock. The complaint alleges that during
the negotiations of the Swap Transaction, the Cogent Defendants emphatically assured the Company that the
Commission had approved these types of transactions before, that they had the experience to structure this transaction
so that the Commission would approve the registration of the shares, and that they had been successful on prior
occasions. As of the date of the Company’s complaint, however, the Commission has repeatedly refused to approve the
registration of the Swap Transaction securities, as a result of the existence of serious questions about what the
Commission views as the fundamentally flawed structure and substance of the transaction. Despite the Company’s
recent and repeated requests to the Cogent Defendants to accept the Commission’s position on the Swap Transaction
and rescind the transaction, the Cogent Defendants have refused to reasonably engage in a plan to do so, and insist on
the Company continuing to pay interest and fees on bonds it can never access in the manner contemplated by the
Swap Transaction. The Company filed its complaint against the Cogent Defendants alleging the above claims.

On March 19, 2007 two of the Cogent Defendants, Cogent Capital Financial, LLC and Cogent Capital Investments,
LLC (the “Cogent Entities”), filed a Summons With Notice in the Supreme Court of New York, County of New York
(“Summons”), giving notice of their claim that the Company breached the Securities Purchase Agreement and ISDA
2002 Master Agreement, as amended, underlying the Swap Transaction. The Cogent Entities, have since filed a
formal complaint in such court (“New York Complaint”). The Complaint states that the Cogent Entities take action to
seek declaratory relief, interest and monetary damages related to claimed interest payment defaults by Innofone. .

On or about May 14, 2007, the court in the California Complaint ordered that the case be transferred to New York
where Cogent has filed the New York Complaint and it is expected that the two cases will be consolidated in the near
future.

Although the Company hopes to resolve this matter in an amicable fashion, the Company is demanding pursuant to
our complaint that the Cogent Defendants rescind the Swap Transaction Documents, and are seeking in excess of
$25,000,000 in damages.

11. SUBSEQUENT EVENT

In April 2007, the Company obtained a revolving line of credit from a bank institution totaling $100,000 with an
interest rate of prime plus 5% of which the full amount had been drawn on by the Company.

In April 2007, the Company entered into an employment agreement with its Chief Technology Officer (“CTO”)
whereby the annual compensation is $150,000. Additionally, the CTO is eligible to be issued an option to purchase
250,000 shares of restricted common stock.
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ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION
AND RESULTS OF OPERATIONS

Forward-Looking Statements

The information set forth in this Management's Discussion and Analysis of Financial Condition and Results of
Operations (“MD&A”) contains certain "forward-looking statements" including, among others (i) expected changes in
the Company's revenues and profitability, (ii) prospective business opportunities and (iii) the Company's strategy for
financing its business. Forward-looking statements are statements other than historical information or statements of
current condition. Some forward-looking statements may be identified by use of terms such as "believes",
"anticipates", "intends" or "expects". These forward-looking statements relate to the plans, objectives and expectations
of the Company for future operations. Although the Company believes that its expectations with respect to the
forward-looking statements are based upon reasonable assumptions within the bounds of its knowledge of its business
and operations, in light of the risks and uncertainties inherent in all future projections, the inclusion of
forward-looking statements in this report should not be regarded as a representation by the Company or any other
person that the objectives or plans of the Company will be achieved.

1. Overview

You should read the following MD&A in conjunction with the Consolidated Financial Statements and Notes thereto,
and the other financial data appearing elsewhere in this Quarterly Report on Form 10-QSB.

The Company's revenues and results of operations could differ materially from those projected in the forward-looking
statements as a result of numerous factors, including, but not limited to, the following: the risk of significant natural
disaster, the inability of the Company to insure against certain risks, inflationary and deflationary conditions and
cycles, currency exchange rates, changing government regulations domestically and internationally affecting the
Internet which is currently evolving from an IPv4 (Internet Protocol version 4) environment to that of IPv6 (Internet
Protocol version 6) (“New Internet”), including various taxing authorities, VAT, OSHA, and general market conditions,
competition and pricing, changes in external competitive market factors, termination of certain agreements, protocol,
or inability to enter into strategic agreements, inability to satisfy anticipated working capital or other cash shortage
requirements, changes in or developments under domestic or foreign laws, regulations, governmental requirements or
in the IT industry, changes in the Company's business strategy or an inability to execute its strategy due to
unanticipated changes in the market. In light of these risks and uncertainties, there can be no assurance that actual
results, performance or achievements of the Company will not differ materially from any future results, performance
or achievements expressed or implied by such forward-looking statements.

As previously disclosed, the Company will have to restate certain of its financial statements. The Company concluded
that it will have to restate its financial statements and notified the public on December 21, 2006 that certain previously
issued financial statements should no longer be relied upon and that the Company will have to amend to restate such
financial statements contained in the following periods: (i) Form 10-KSB for the year ended June 30, 2006; and (ii)
the following quarterly reports: (a) Form 10-QSB for the quarter ended December 31, 2006; (b) Form 10-QSB for the
quarter ended September 30, 2006; (c) Form 10-QSB for the quarter ended March 31, 2006; (d) Form 10-QSB for the
quarter ended December 31, 2005; and (e) Form 10-QSB for the quarter ended September 30, 2005 (collectively, the
“Financial Statements”). Further, the Company may have to restate the financial statements contained in this Form
10-QSB for the quarter ended March 31, 2007. The determination was made by the Company and following
consultation with the Company's senior management, advisors and independent registered public accounting firm.
Until such time as the Company files the restated Financial Statements with the Commission to address proper
accounting treatment of certain items, the Financial Statements, including the financial statements contained in this
Form 10-QSB, should not be relied upon.
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The restatements of the Financial Statements relate to the accounting treatment of certain financing transactions;
primarily the equity swap transaction between the Company and Cogent Capital Investments, LLC and with respect to
the issuance of certain warrants to the AJW affiliates in the NIR transaction which may change the equity swap
unrealized losses and warrant expenses, potentially affecting the net loss currently reflected in the aforementioned
Financial Statements.  The Company deems these transactions to be both complex and nonrecurring and the Company
does not know at this time the exact impact the restatements may have on the Financial Statements.
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However, the Company expects that the adjustments to the Financial Statements will be non-cash in nature and will
not reflect any changes in the underlying performance of the Company's business, including revenues, operating costs
and expenses, operating income or loss, operating cash flows or adjusted EBITDA. 

The Company continues to review and evaluate its disclosure controls and procedures to ensure that they are
compliant with the new Securities Exchange Act Rules 13a-15 and 15d-15. We have made disclosures regarding our
internal controls and procedures under Item 3 of Part I of this Report.

Subsidiaries

The Company currently operates two wholly-owned subsidiaries, IPv6 Summit, Inc. and Mobile Tech Acquisition
Corp., Inc. (a/k/a Mobile Tech Group (“Mobile Tech”)) each of which is a Nevada corporation and supports a
majority-owned (66.67%) subsidiary, Digital Presence, Inc., a Delaware corporation as well as an operating consulting
division styled as v6 Transition.

IPv6 Summit, Inc., is operated from our Santa Monica, California headquarters and is dedicated to the provision of
IPv6-related conferences.

Mobile Tech was acquired by us in August 2006 and is in the business of developing and marketing mobile messaging
and ticketing and other transaction services and products from its Las Vegas, Nevada headquarters.

Partially Owned Subsidiaries and Divisions

Our v6 Transition business division has performed a variety of professional services related to IPv6 technology
including IPv6 trainings, workshops, and the provision of other consulting services such as the drafting of corporate
transition plans and other business plans.

At present, each of v6 Transition and Digital Presence, Inc., are managed by James Bacchus, our Vice President of
Consulting. Digital Presence is developing a system for scalable addressable IPv6 identification and registration.

Innofone Philippines, Inc. is a Philippines corporation formed on November 23, 2006 for the purpose of employing
Philippino employees dedicated primarily to the development of IPv6 related products and services including but not
limited to mobile messaging secure voice over IPv6, mobile prepaid, IPv6 VPN and mobile transaction products as
well as custom computer software and Internet technology. Innofone.com, Incorporated owns 40% of Innofone
Philippines, Inc.

IPv6-Centered Business Strategy

The Company's business divisions and subsidiaries are focused on exploiting what we anticipate to be a major shift in
the way business is done on the Internet given the upgrade of the infrastructure of the Internet-to-Internet Protocol
version 6 (IPv6). The Internet as we know it today is based on Internet Protocol version 4, more commonly referred to
as IPv4, a 33-year-old protocol. The IPv4 based Internet is beginning to receive a major upgrade, with a new format
established in computer operating systems for packets of data called Internet Protocol version 6, or IPv6 (also called
the “New Internet” when referring to a fully implemented IPv6 network environment). Simply put, one of the limitations
of today's Internet is a shortage of addresses, so that the hardware or software equivalents of “middle men” are put into
the system to let many people use one address, not unlike the old telephone party lines, where many people had the
same “number,” and everyone could listen in. The party line system had the advantage that a lot of people could be
connected with few switched lines, but led to problems, such as lack of security. There was no way to assure that one
person would be speaking with only one person at the other end. When every phone user received their own address, it
led to many great new capabilities - such as enhanced privacy,
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