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This Amendment to the Quarterly Report on Form 10-QSB for YP.Net, Inc., for the
quarter ended June 30, 2003, as filed with the Securities and Exchange
Commission on August 13, 2003 is being filed solely for the purpose of making
the amendments set forth herein.

This Form 10-QSB/A does not, unless indicated, reflect events occurring after
the filing of the original Form 10-QSB, or modify or update the disclosures
therein in any way other than as required to reflect the amendment set forth
below. The filing of this Form 10-QSB/A shall not be deemed an admission that
the original filing or the amendments made thereto, when made, included any
untrue statement of a material fact or omitted to state a material fact
necessary to make a statement not misleading.

PART I
ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS

This Quarterly Report contains certain forward-looking statements, including
those regarding the Company's and its subsidiary's expectations, intentions,
strategies and beliefs pertaining to future performance. All statements
contained herein are based upon information available to the Company's
management as of the date hereof, and actual results may vary based upon future
events, both within and without management's control.

General

YP.Net, Inc., a Nevada corporation (the "Company," "we," "us," or "our"), is in
the business of providing Internet-based yellow page advertising space on or
through www.Yellow-Page.Net, www.YP.Net, and www.YP.com. Any information
contained on the foregoing web sites or any other websites referenced in this
Report are not a part of this Report. Our common stock trades on the
Over-the-Counter Bulletin Board under the symbol "YPNT" and is included as a
component of the Dow Jones Internet Services Index.

The Company's "yellow page" database lists approximately 18 million businesses
throughout the United States. Our website enables internet users to search
through these "yellow page" listings and is used by businesses and consumers
attempting to locate a business and/or service provider in response to a user's
specific search criteria.

As our primary source of revenue, we offer "preferred" listings to businesses
for a monthly fee (generally $17.95). The "preferred" listing provides a
business with a priority placement listing over non-paying listings and is
displayed in a bigger and bolder font at the beginning of, or in the first
section of the user's search results - thus featuring our paying customers more
prominently to user's of our website. In addition, our paying customers get a
Mini-Webpage (TM) which includes a 40-word description of their business, their
hours of operation and other useful information, a direct link to the paying
customers website, (if they have one and it is provided by the advertiser), map,
driving directions to the paying customers location and more.

As of June 30, 2003, we had approximately 157,731 "preferred" listing
advertisers who have subscribed for this enhanced advertising service and are
also billed monthly on their telephone bill. The Company also bills directly to
certain customers via a monthly invoice. The amount and frequency of collections
on invoice billed customers is significantly less than for customers billed on
their telephone bill. The Company estimates that it has approximately 10,000
invoice bill customers that pay for the enhanced listing service on a regular
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basis. The Company's total customer count represents less than 1% of the
estimated available market for preferred listings.

We market for advertisers of our "preferred" listing service ,under the name
"Yellow-Page.Net, exclusively to businesses through a direct mail solicitation
program. The solicitation includes a promotional incentive (i.e. generally a
$3.50 check), which, if cashed by the business, automatically signs the business
up for the Preferred Listing service for an initial twelve month period with
automatic renewals thereafter. This easy subscription process provides a written
confirmation (i.e. the check) of the subscription by the newly subscribing
business, which is verified by an independent third party (i.e. the paying
customers depositing bank). To additionally insure the intention of sign-up, the
Company then mails a written confirmation card to the newly subscribing business
generally within 30 days from activation. The Company also provides a 120-day
cancellation period whereby the subscribing business may cancel and receive a
full refund of any amounts paid to the Company.

In the second quarter of Fiscal 2003, we created an outbound calling department
whose function is to proactively obtain the 40-word description to be used in
the Mini-Webpage (TM), as well as other information from each newly subscribing
customer. This effort is expected to provide more information for potential
customers searching our website to help them choose to do business with one of
our Preferred Listing advertisers. As of August 11,2003, we have obtained
Mini-Webpage information on approximately 120,000 LEC and non-LEC customers.

Each paying customer is billed monthly for that month's service, the vast
majority of such monthly billings appear on the subscribing business's local
phone bill. Management believes this ability to bill the paying customer
through the paying customers phone bill is a significant competitive advantage
for the Company as few independent (not owned by a telephone company) yellow
page companies are authorized to bill directly on the phone bill for services
rendered.

The Company uses Dial Up Services Inc. (d/b/a Simple.Net, Inc. ("SN")), an
internet service provider beneficially owned by a director (DeVal Johnson) of
the Company, to provide internet dial-up and other services to its customers
(See Footnote 9 to the financial statements). SN charges the Company's customers
$2.50 per month for such internet access. The Company's monthly charge to its
customers includes this internet access service. The Company and SN share the
same building address but are located in different suite numbers.

We were originally incorporated as a New Mexico company in 1969. The Company
was re—incorporated in Nevada in 1996 as Renaissance Center, Inc. Our Articles
of Incorporation were restated in July 1997 and our name was changed to
Renaissance International Group, Ltd. Effective July 1998, we changed our name
to RIGL Corporation. In June 1999, we acquired Telco Billing, Inc. ("Telco") and
commenced our current operations through this entity which is a wholly-owned
subsidiary. In October 1999, we amended our Articles of Incorporation to change
our corporate name to YP.Net, Inc. to better identify our company with our
business focus.

From August through March 1999, we abandoned all subsidiaries previously
involved in the multi-media software and medical billing and practice management
areas. With the acquisition of Telco, our business focus shifted to the Internet
yellow page services business and this business is currently our main source of
revenue. Telco is operated as our wholly owned subsidiary.

GROWTH INITIATIVES

PRIMARY GROWTH STRATEGIES
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PREFERRED LISTINGS-We currently derive almost all of our revenue from selling
Preferred Listings for the search results on our website. A Preferred Listing is
displayed at the beginning of search results in response to a user's specific
search query. A Preferred Listing is enhanced on the display of search results
and includes a "Mini-Webpage (TM)" listing where the paying customer can use up
to 40 words to advertise; among other features. Our primary growth strategy is
to obtain a significantly greater number of Preferred Listings given the large,
estimated potential available market for such listings. As part of this
strategy, the Company has re-instituted its marketing program and plans to
regularly solicit its potential customer base of approximately 18 million
businesses through its direct mail solicitation program. As a result of such
program, the Company has increased its LEC-Billed (i.e. monthly telephone bill)
customer count from approximately 47,147 at June 30, 2002 to 157,731 at June 30,
2003.

BRANDING-The Company also plans to further embark upon a substantial campaign to
brand its product using the YP.Net, YP.com and Yellow-Page.Net names. The
Company seeks to become the "internet yellow pages of choice" to businesses and
consumers performing searches.

In addition to its cross marketing and cross placement agreement (s) with other
websites, the Company has signed a contract for advertising relating to Baca
Racing and National Hot Rod Association ("NHRA") events, which provides us with
advertising on the Baca Racing vehicles as well as public relations and
advertising as a sponsor of NHRA. The contract relating to Baca Racing and the
National Hot Rod Association primarily involves the payment by the Company of
approximately $20,000 as a one-time fee in an effort to gain additional exposure
for the Company and its services through this mode of advertising for an 18
month period. In addition, we are members of both the Yellow Pages Integrated
Media Association (YPIMA) and the Association of Directory Publishers (ADP). As
further described under "Strategic Alliances", these organizations are trade
associations for yellow page publishers that promote quality of published
content and advertising methods. The Company plans to take an even more active
role in the year ahead. In the future, the Company also plans to substantially
increase its advertising through print, media and fixed placement advertising in
select markets.

RECENT EVENTS
Contracts and Arrangements

During the quarter ended June 30, 2003 and prior to this filing, the Company
entered into several contracts relating to its business. In April, 2003, the
Company signed a contract with Switchboard Incorporated ("Switchboard") which
allows preferred listing customers of YP.Net to be included in the "Featured
Listing" section of Switchboard.com's internet "yellow pages." This agreement is
for one year initially.

This agreement involves a minimum monthly payment of $20,000 by the Company for
up to 250,000 directory advertisements hosted by Switchboard. The payment would
increase for additional directory advertisements exceeding 250,000 at the rate
of $.08 per directory advertisement per month. This agreement is renewable for
successive one year periods unless either party elects to terminate the
agreement with no less than 30 days notice prior to the end of the then-current
term.

In May, 2003, the Company signed an agreement with Pike Street Industries
whereby the Company's online "yellow pages" will be added to the list of online
"yellow page" sites on Pike Street Industries, Inc's websites. The cost of this
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agreement is $20,000 per month. This agreement may be terminated by either party
at any time with 30 days notice.

The Company previously disclosed that it had signed a license agreement with
Palm, Inc. ("Palm") to become a provider of "yellow page" and "white page"
content on PDA ("personal data assistant") devices using the Palm operating
system. Such content will be provided by the Company to Palm through a hypertext
link from the Palm operating system to the Company's website. The cost of this
agreement was $20,000 up-front for two years. This agreement is renewable for
successive two year periods unless either party elects to terminate the
agreement with no less than 60 days notice prior to the end of the then-current
term. The Company is currently undergoing the quality assurance process with
Palm before linking with the Palm operating system. This process is expected to
be completed on or before September 30, 2003.

The Company believes each of these agreements will increase the number of page
views for our customers and, in the case of the Switchboard agreement, also
provides Switchboard's customers the ability to also achieve additional page
views by being listed on the YP.Net-related websites.

In July 2003, Overture/GoTo announced that it was being acquired by Yahoo! Inc.
The Company has a cross—-placement and cross-linking agreement with Overture/Goto
which is on a month-to month basis. At this time, the Company is unable to
determine the impact, if any, of this acquisition on the agreement between the
Company and Overture/Goto. Based upon preliminary discussions with Overture/GoTo
and Yahoo, Company management is not aware of any impending changes to this
arrangement.

On July 8, 2003, the Company, through its wholly-owned subsidiary Telco Billing,
Inc., signed an Exclusive Domain License agreement with Onramp Access, Inc.
("Onramp") . This agreement provides the Company the exclusive use of the
domain name www.yp.com. The Company paid $250,000 plus 100,000 shares of YP.Net
common stock as consideration for this agreement. The term of the license
agreement is three years. According to the agreement, there are certain
circumstances whereby the Company would become the owner of the www.yp.com

domain name:

- If the price of YP.Net common stock maintains an open and close price above
$3.00 per share for three consecutive trading days and all transfer
restrictions have lapsed or been removed;

- If OnRamp has sold all of its YP. Net shares;

- If the Company exercises its right to convert the license agreement into a
purchase and sale agreement whereby the Company can exercise its right to
call the outstanding YP.Net shares held by Onramp at a price that is the
higher of $3.00 per share or the average closing price of YP.Net stock for
the three days prior to the notice of the exercise of the call); or

- Onramp converts the license agreement to a purchase and sale agreement and
exercises its right to put the stock to the Company at $3.00 per share.
Onramp's put right exists only between June 1, 2006 and September 1, 2006.

In June, 2003, the Company signed a Co-location agreement with XO Communications
("XO"), whereby the Company will locate certain of its communications
interconnection equipment and cabling on the premises of XO and will also
interconnect with the XO telecommunications network. The purpose of this
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agreement is to provide for the back-up, safety and security of the Company's
network and data. This agreement is for two years and is automatically renewed
under similar terms unless either party provides forty-five day advance notice
of its desire to terminate prior to expiration. The cost of this agreement is
$750 per month per location. Currently, we have two co-locations with XO.

2003 Stock Plan

During the year ended September 30, 2002, the Company's shareholders approved
the 2002 Employees, Officers & Directors Stock Option Plan (the "2002 Plan").
The 2002 Plan was never implemented, however, and no options, shares or any
other securities were issued or granted under the 2002 Plan. There were
3,000,000 shares of the Company's common stock authorized under the 2002 Plan,
which were to come from the Company's authorized but unissued common stock. On
June 30, 2003 and July 21, 2003, respectively, the Company's Board of Directors
and a majority of it shareholders terminated the 2002 Plan and approved the
Company's 2003 Stock Plan ("2003 Plan"). The 3,000,000 shares of Company common
stock previously allocated to the 2002 Plan were re-allocated to the 2003 Plan.
On August 12, 2003, 2,048,000 shares authorized under the 2003 Plan were granted
in the form of Restricted Stock. These shares of Restricted Stock were granted
to the Company's service providers as well as the Company's executives. Of the
2,048,000 shares of Restricted Stock granted, 1,049,000 shares vest at the end
of three years, an additional 599,000 shares vest either at the end of ten
years or upon the Company's common stock attaining an average bid and ask price
of $10 per share for three consecutive trading days and an additional 400,000
shares vest upon the common stock attaining various average bid and ask prices
with 80,000 shares vesting for each $1 price increase at prices beginning from
$5 per share up to $9 per share. The vesting of all shares of Restricted Stock
accelerates upon a Change of Control, as defined in the 2003 Plan.

RESULTS OF OPERATIONS

Net Revenue for the three month period ended June 30, 2003, was $8,013,845
compared to $3,416,953 for the three month period ended June 30, 2002, an
increase of over 134%. For the nine month periods ended June 30, 2003 and 2002,
net revenue increased to $20,604,344 from $9,249,792, an increase of over 122%.
This increase in net revenue is the result of two factors: an increase in the
number of our preferred listing customers and an increase in our monthly
pricing. These two factors are discussed further below.

Our Activated preferred listing customers count increased to 235,162 at
June 30, 2003 compared to 95,345 at June 30, 2002, an increase of approximately
147%. Relating to our price increase, we now charge $21.95 monthly versus $17.95
previously for new preferred listing customers. In addition, the monthly charge
to existing preferred listing customers was increased to $24.95 monthly upon the
first anniversary of their listing. This price increase was instituted on March
20, 2003.

We recently revised the method by which we count our customers. We believe
that the new methodology is more accurate and can be more consistently applied
to each period. We believe that the disclosure of customer counts including
total Activated customers and paying customers provides the most insight into
our business.

Activated customers include those Advertisers that are currently paying for
the IAP service, as well as those Advertisers that have signed-up for the
preferred listing service but have not necessarily been billed and begun their
payment for the service. Based upon these revisions, we had 235,162 Activated
preferred listing customers at June 30, 2003, 222,092, Activated preferred
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listing customers at March 31, 2003 and 168,980 Activated preferred listing
customers at December 31, 2002.

Regarding Paying customers, the Company had 167,000 Paying customers at
June 30, 2003, 151,173 Paying customers at March 31, 2003 and 137,346 Paying
customers at December 31, 2002.

The amount and frequency of collections on invoice billed customers is
significantly less than for customers billed on their telephone bill. Therefore,
revenue can be negatively impacted if the billing method used to bill a
preferred listing customer converts from telephone bill invoicing to direct
invoicing. Also, revenue can be negatively impacted by customer requests for
refunds and/or cancellations.The Company is continuously exploring ways to
obtain regular monthly payment from those direct bill customers that do not pay
the Company on a regular monthly basis. Alternatives we are exploring include
Automated Clearing House ("ACH") debits to customers bank accounts, credit card
billing and billing such customers monthly on their telephone bills.

Cost of services for the three month periods ended June 30, 2003 and June
30, 2002 were $2,061,229 and $1,168,396, respectively, an increase of
approximately 76%. Cost of services for the nine months ended June 30, 2003 and
2002 were $5,732,345 and $3,086,075, respectively, an increase of approximately
86%. Cost of services is comprised of billing aggregator dilution expenses,
certain direct mailer marketing costs and the amortization of such costs,
allowances for bad debt and our billing costs including billing fees charged by
our billing aggregators. Dilution expenses include customer credits and any
other receivable write-downs. The primary reason our cost of services has
continued to increase is due primarily to the previously mentioned increase in
preferred listing customers as well as increased dilution and billing fees
resulting from our direct solicitation mailing efforts. Cost of services as a
percent of net revenue was approximately 26% for the three months ended June 30,
2003 compared to approximately 34% for the same period in the prior fiscal year.
Cost of services as a percent of net revenue was 28% for the nine months ended
June 30, 2003 compared to 33% in the comparable prior year period. These
increased costs were offset by the leveraging of our fixed cost infrastructure
over a larger customer base which resulted in the reduction in the cost of
services as a percent of net revenue.

General and administrative expense for the three month periods ended June
30, 2003 and June 30, 2002 were $2,561,499 and $1,186,777, respectively, an
increase of approximately 116%. For the nine months ended June 30, 2003 and
2002, such expenses were $5,603,685 and $3,075,448, respectively, an increase of
approximately 82%. General and administrative expenses increased due to an
increase in costs and employees relating to our growth in preferred listing
customers, our Quality Assurance and Outbound marketing initiatives as well as
an increase in certain officers compensation relating to employment contracts
with such officers. In addition, during the three month period ended June 30,
2003, the Company paid for the costs of defending a civil action filed against
its CEO and Chairman pursuant to a Board of Directors resolution. The action
involves a business in which the CEO was formerly involved. The Company, and at
least one officer, have received subpoenas in connection with this matter. The
Board believes that it is important and in the best interests of the Company and
its shareholders to resolve this matter as soon as possible. The Board action
includes the payment of legal and other fees for any other officers and
directors that may become involved in this civil action. Through June 30, 2003,
the Company has paid $344,976 on behalf of its CEO relative to this matter. This
civil action remains unresolved. At this time, the Company cannot estimate what
additional costs may be incurred to continue covering the costs related to this
matter, but all such costs shall be deemed to be additional compensation to the
CEO. (See Part II-Other Information Item 1. Legal Proceedings) As a percent of
net revenue, general and administrative expenses were 32% for the three months
ended June 30, 2003 compared to 35% for the comparable period in 2002. For the
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nine months ended June 30, 2003, general and administrative expenses as a
percent of net revenue were 27% compared to 33% for the comparable period in
2002. The reduction in general and administrative expenses as a percent of net
revenue 1s the result of the leveraging our fixed cost infrastructure over a
larger customer base.

Sales and marketing expenses are primarily the costs associated with our
marketing relating to our direct mail solicitations. Sales and marketing
expenses for the three month periods ended June 30, 2003 and June 30, 2002 were
$1,069,576 and $16,330, respectively, an increase of approximately 6400%. For
the nine months ended June 30, 2003 and 2002, sales and marketing expenses were
$2,564,950 and $155,663, respectively, an increase of almost 1500%. The primary
reason for the increase in sales and marketing is due to the Company fully
re—-instituting its marketing solicitation program and the implementation of new
market strategies and modification of direct mail marketing pieces. Such
marketing has resulted in the increase in preferred listing customers cited
previously. We capitalize certain direct marketing expenses and amortize those
costs over an 18 month period based on the customer attrition rates analyzed by
the Company. As a percent of net revenues, sales and marketing expenses were 13%
and 0.4% for the three month periods ended June 30, 2003 and 2002, respectively.
For the nine month periods ended June 30, 2003 and 2002, sales and marketing
expenses as a percent of net revenue were 12% and 2%, respectively. The increase
in sales and marketing expenses as a percent of net revenue results from the
full re-institution of our marketing program.

Depreciation and amortization primarily relates to the amortization of the
Company's intellectual property and depreciation of equipment. Regarding the
Company's intellectual property, the cost of our Yellow-Page.Net URL license was
capitalized at $5,000,000. The URL is amortized on an accelerated basis over the
twenty-year term of the licensing agreement. Amortization expense on the URL was
$88,088 and $107,500 for the three month periods ended June 30, 2003 and June
30, 2002, respectively. For the nine months ended June 30, 2003 and 2002,
amortization expense on the URL were $210,195 and $322,500, respectively. Annual
amortization expense in future years related to the URL is anticipated to be
approximately $200,000-$300,000. Depreciation and amortization for the three and
nine month periods ended June 30, 2003 increased slightly compared to the
comparable periods in 2002 due to additional purchases of equipment. However,
with the significant equipment purchases relating to the Company's previously-
mentioned infrastructure additions, depreciation expense is expected to increase
in future periods.

Interest income , net of interest expense for the three month periods ended
June 30, 2003 was $27,994. This compares to interest expense, net of interest
income of $33,808 for the three months ended June 30, 2002. For the nine month
periods ended June 30, 2003 and 2002, interest income, net of interest expense
was $40,783 compared to interest expense, net of interest income of $70,802. The
increase in the interest income portion results from the Company's increased
cash position resulting from the Company's increased profitability. The decrease
in the interest expense portion was a result of the payment of a substantial
portion of our debt in Fiscal 2002.

We recorded other income of $169,857 and other income of 392,482
respectively, for the three month periods ended June 30, 2003 and June 30, 2002.
The primary components of other income in the current year period is revenue of
$166,536 received from Simple.Net, a related party (See Footnote 9 to the
Financial Statements) for customer and technical services provided by the
Company to Simple.net. The primary components of other income in the prior year
period was $195,772 recorded as a gain on the settlement with a former
consultant to the Company and $200,000 received as a settlement from a former
billing aggregator. For the nine months ended June 30, 2003, we recorded other
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income of $399,652 compared to other income of $398,052 for the comparable
period in 2002. The primary components of other income in the current period
were revenue of $442,691 received from Simple.Net, a related party (See Footnote
9 to the Financial Statements) for customer and technical services provided by
the Company to Simple.net offset by a $90,000 loss on a settlement with a former
consultant to the Company. The primary components for the prior year period were
$195,772 recorded as a gain on the settlement with a former consultant to the
Company and $200,000 received as a settlement from a former billing aggregator.

Net income before taxes for the three month periods ended June 30, 2003 and

June 30, 2002 were $2,352,869 and $1,247,637 , respectively, an increase of over
88%. For the nine month periods ended June 30, 2003 and 2002, net income before
taxes were $6,679,038 and $2,803,269, respectively, an increase of approximately
138%.

Net income for the three month periods ended June 30, 2003 and June 30, 2002
were $1,676,830 , or $0.04 per diluted share, and $798,742 , or $0.02 per
diluted share, respectively, an increase in net income of over 109%. For the
nine months ended June 30, 2003 and 2002, net income was $4,274,552 or $0.10 per
diluted share and $1,726,087, or $0.04 per diluted share, respectively, an
increase in net income of 148%. In the three and nine month periods ended June
30, 2003 compared to the comparable periods in 2002, net income increased due to
the increase in preferred listing customers cited above with a less than
corresponding increase in the expenses to service such customers due to nature
of certain fixed infrastructure expenses which do not necessarily increase as
revenues increase offset by costs incurred relating to the previously cited
infrastructure additions. Net income as a percent of net revenues for the three
months ended June 30, 2003 was 21% compared to 23% for the comparable prior
period. For the nine months ended June 30, 2003, net income as a percent of net
revenue was 21% compared to 19% for the comparable prior period.

LIQUIDITY AND CAPITAL RESOURCES

Net cash provided by operating activities for the nine-month period ended
June 30, 2003, was $3,513,826 compared to $948,210 for the nine -month period
ended June 30, 2002. The increase in cash generated from operations is
primarily due to a significant increase in net income and corresponding income
tax payable resulting from an increase in preferred listing customers offset by
an increase in the accounts receivable balance from such growth and funds
expended for mailings related to the Company's marketing efforts.

We had working capital of $4,684,466 as of June 30, 2003 compared to
$1,115,741 as of June 30, 2002. The increase is due primarily to increases in
cash of $2,107,792 and accounts receivable of $2,368,328 offset by increases in
deferred income taxes of $365,550 and accrued liabilities of $440,263.

Cash used in investing activities was $1,544,673 for the nine -month period
ended June 30, 2003. The primary components of cash used represents purchase of
computer equipment (relating to the previously-mentioned infrastructure
additions) and intellectual property of $544,673, as well as net advances to
affiliates of $1,000,000. Compared to the nine -month period ended June 30,
2002, where cash used of $473,935 consisted of significantly lower purchases of
computer equipment of $118,979 and lower net advances to affiliates of $458,987
offset by repayments of advances to affiliates and related parties of $153,750.

Cash used by financing activities was $307,000 for the nine -month period
ended June 30, 2003, compared to $836,653 for the nine -month period ended
June 30, 2002. The cash used represents total payments made to reduce the
principal balances of our outstanding debt reduced by financing of $278,167
under the Company's trade acceptance draft program with AcTrade Financial
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Technoligies, Ltd.

We have repaid almost all of our debt. However, we have a commitment to
provide up to $10,000,000 in loans to each of Morris & Miller, Ltd. and Matthew
& Markson, Ltd. (the "M&M's") Those funding commitments are contingent upon the
Company having sufficient cash flow for its operations. Any amounts advanced to
the M&M's are to be repaid to the Company and can be offset against amounts owed
to the M&M's. We do not believe that the M&M's, as our largest shareholders,
will make significant requests for funding under this commitment, as such
advances would adversely affect our liquidity. During the three months ended
June 30, 2003, the Company made $600,000 of advances under these commitments.
The balance due from the M&M's under this commitment was $1,280,000 at June 30,
2003.

The Company previously entered into Executive Consulting Agreements with Sunbelt
Financial Concepts Inc. ("Sunbelt"), Advertising Management and Consulting
Services, Inc. ("AMCS") and Advanced Internet Marketing Inc. ("AIM") relating to
the employment of three executive managers and their respective staffs. As part
of these agreements, a Flex Compensation program was instituted. Under these
agreements, each of Sunbelt, AMCS and AIM may annually draw up to $220,000,
$50,000 and $30,000 respectively subject to sufficient cash on hand at the
Company. The amounts are increased by 10% annually and also contain a Due on
Sale Clause, whereby if there is a change of control of the Company, as defined,
then the respective agreements allows each to receive the greater of 30% of the
amounts due under the respective agreements or 12 months worth of fees. As of
August , 2003, all amounts had been drawn under the agreements.

On May 1, 2003, the Company also entered into a similar Executive Consulting
Agreement with Mar & Associates, Inc. ("MAR"). David Iannini, the Company's
Chief Financial Officer, is the President of MAR, and MAR is wholly-owned by a
family trust, of which Mr. Iannini is trustee. Similar to the agreements
describe immediately above, the MAR agreement provides that Mr. Iannini, through
MAR, will provide the Company with the services of Chief Financial Officer,
among other administrative services and personnel. As part of the MAR agreement,
MAR will receive $17,500 per month with a 10% annual increase in each succeeding
year, and fees and reimbursements for certain ancillary items. In addition, the
agreement also awarded MAR with 250,000 shares of Company common stock,
grossed-up for taxes, subject to achieving certain performance goals for the
Company in Fiscal 2003. If such goals are not achieved, then part of the award
is forfeited on a pro rata basis. The agreement also awarded bonuses of $15,000
to MAR relating to performance in Fiscal 2003, $21,000 relating to performance
for Fiscal 2004 and 10% of annual salary for each fiscal year thereafter for the
term of the Agreement, which is December 31, 2007 unless otherwise extended by
the parties. As part of the agreement, a Flex Compensation program was
instituted which allows MAR to draw up to $15,000 (increased by 10% on each
anniversary date of this Agreement) as additional compensation, subject to
sufficient cash on hand at the Company. In addition, the Agreement contains a
Due on Sale clause whereby if there is a change of control of the Company, as
defined, then MAR will receive the greater of 30% of the amounts due under the
Agreement or 12 months worth of fees. As of this filing, MAR had drawn the
entire $15,000 under its Flex compensation agreement.

Our Chief Executive Officer is involved in personal litigation, which may divert
his attention from the management of the Company. The Company's Board of
Directors has resolved to pay for the costs of defending a civil action filed
against its CEO and Chairman. The action involves a business that the CEO was
formerly involved in. The Company and at least one officer have received
subpoenas in connection with this matter and the Board believes that it is
important to help resolve this matter as soon as possible. The Board action
includes the payment of legal and other fees for any other officers and
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directors that may become involved in this civil action. Through June 30, 2003,
the Company has paid $344,976 on behalf of its CEO relative to this matter. This
civil action remains unresolved. At this time, the Company cannot estimate what
additional costs may be incurred to continue covering the costs related to this
matter, but all such costs shall be deemed to be additional compensation to the
CEO. Recently, the parties have engaged in preliminary settlement discussions,
some of which have included the possible payment of cash or equity by the
Company. There can be no assurance that the Company may not be named a defendant
in this action in the future.

During the quarter ended June 30, 2003, the Company signed an unsecured credit
facility of $250,000 with Bank of the Southwest. The facility is for one year
and interest on borrowings, if any, will be an interest rate of 0.5% above the
Prime Rate, as defined. On July 2, 2003, the Company drew $100,000 of funds
under this credit facility and repaid this borrowing on August 2, 2003.

We believe that cash and cash equivalents on hand, anticipated future cash
receipts generated from operations and the availability of funds under our
existing line of credit will be sufficient to service our remaining debt and
meet our obligations as they become due over the next twelve months.

CERTAIN RISK FACTORS AFFECTING THE COMPANY'S BUSINESS

Our business is subject to numerous risks, including those discussed below. If
any of the events described in these risks occurs, our business, financial
condition and results of operations could be seriously harmed.

Our Gross Margins may decline over time. We expect that gross margins may be
adversely affected because we have determined that profit margins from the
electronic yellow pages offerings that we have profited from in the past have
fluctuated. We have experienced a decrease in revenue from the LEC from the
effects of the Competitive Local Exchange Carriers (CLEC) that are participating
in providing local telephone services to customers. We have begun to address
this problem and we are implementing data filters to reduce the effects of the
CLEC's. We have also sought other billing methods to reduce the adverse effects
of the CLEC billings. These other billing methods may be cheaper or more
expensive than our current LEC billing and we have not yet determined if they
will be less or more effective. We continue to look for profitable Internet
opportunities; however there are no assurances that we will be successful, and
presently we have no acquisitions in progress.

WE ARE DEPENDANT UPON KEY PERSONNEL: Our performance is substantially dependant
on the performance of our executive officers and other key employees and our
ability to attract, train, retain and motivate high quality personnel,
especially highly qualified technical and managerial personnel. The loss of
services of any executive officers or key employees could have a material
adverse effect on our business, results of operations or financial condition.
Competition for talented personnel is intense, and there is no assurance that we
will be able to continue to attract, train, retain or motivate other highly
qualified technical and managerial personnel in the future. Our Chief Executive
Officer is involved in personal litigation, which may divert his attention from
the management of the Company. The Company's Board of Directors has resolved to
pay for the costs of defending a civil action filed against its CEO and
Chairman. The action involves a business that the CEO was formerly involved in.
The Company and at least one officer have received subpoenas in connection with
this matter and the Board believes that it is important to help resolve this
matter as soon as possible. The Board action includes the payment of legal and
other fees for any other officers and directors that may become involved in this
civil action. Through June 30, 2003, the Company has paid $344,976 on behalf of
its CEO relative to this matter. This civil action remains unresolved. At this
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time, the Company cannot estimate what additional costs may be incurred to
continue covering the costs related to this matter, but all such costs shall be
deemed to be additional compensation to the CEO.

OUR OPERATING RESULTS ARE DIFFICULT TO PREDICT

Since our Growth Rate may slow, operating results for a particular quarter are
difficult to predict: We expect that in the future, our net sales may grow at a
slower rate on a quarter-to-quarter basis than experienced in previous periods.
This may be a direct cause of the projected changes to our direct marketing
pieces or regulatory matters discussed below. See "MARKETING," above. As a
consequence, operating results for a particular quarter are extremely difficult
to predict. Our ability to meet financial expectations could be hampered if we
are unable to correct the billing/dilution through the billing aggregators and
CLEC markets seen recently or if direct mailing solicitations are not completed
on a timely basis each month or if the timing whereby monthly billings are
submitted to billing aggregators varies from month to month. Additionally, in
response to customer demand, we continue to attempt develop new products to
reduce our attrition rates.

WE ARE SUBJECT TO A STRICT REGULATORY ENVIRONMENT. Existing laws and regulations
and any future regulation may have a material adverse effect on our business.
These effects could include substantial liability including fines and criminal
penalties, preclusion from offering certain products or services and the
prevention or limitation of certain marketing practices. As a result of such
changes, our ability to increase our business through Internet usage could also
be substantially limited.

OUR QUARTERLY RESULTS OF OPERATIONS COULD FLUCTUATE DUE TO FACTORS OUTSIDE OF
OUR CONTROL, WHICH MAY CAUSE FLUCTUATIONS AND A CORRESPONDING DECREASE TO THE
PRICE OF OUR SECURITIES. Our quarterly operating results may fluctuate for
reasons that are not within our control, including:

- demand for our services, which may depend on a number of factors
including economic conditions, customer response rates to our direct
marketing, customer refunds/cancellations and our ability to continue
to bill customers on their monthly telephone bills rather than through
direct invoicing;

- timing of new service or product introductions and market acceptance
of new or enhanced versions of our services or products;

- our ability to develop and implement new services and technologies in
a timely fashion to meet market demand as well as our ability to
execute the mailing of our monthly direct mail solicitations; and

- the actions of our competitors; and

- the timing of billing and receipt of amounts from LEC's may vary, such
that billing and revenues may fall into the subsequent fiscal quarter.

The fluctuation of our quarterly operating results, as well as other factors,
could cause the market price of our securities to fluctuate and decrease. Some

of these factors include:

- the announcement of new customers or strategic alliances or the loss
of significant customers or strategic alliances;

- announcements by our competitors;
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- sales or purchases of Company securities by officers, directors and
insiders;

- government regulation;

- announcements regarding restructuring, borrowing arrangements,
technological innovations, departures of key officers, directors or
employees, or the introduction of new products; and

- general market conditions and other factors, including factors
unrelated to our operating performance or that of our competitors.

Investors in our securities should be willing to incur the risk of such price
fluctuations.

WE FACE INTENSE COMPETITION, INCLUDING FROM COMPANIES WITH GREATER RESOURCES.
THIS COMPETITIVE PRESSURE COULD LEAD TO CONTINUED DECREASES IN OUR REVENUES,
WHICH WOULD ADVERSELY AFFECT OUR OPERATING RESULTS. Several companies currently
market yellow-page services that directly compete with our services and
products, including Yahoo and Microsoft. For several reasons, we may not compete
effectively with existing and potential competitors. These reasons may include:

- Some competitors have greater financial resources and are in better
financial condition than us.

- Some competitors have more extensive marketing and customer service
and support capabilities.

- Some competitors may supply a broader range of services, enabling them
to serve more or all of their customers' needs. This could limit sales
for us and strengthen existing relationships that competitors have
with customers, including our current and potential customers.

- Some competitors may be able to better adapt to changing market
conditions and customer demand; and

- Other competitors not currently involved in the Internet-based
yellow-page advertising business may enter the market or develop
technology that reduces the need for our services.

Increased competitive pressure could lead to lower prices and reduced margins
for our services. If we experience continued reductions in our revenue for any
reason, our margins will continue to be reduced, which would adversely affect
our results of operations. We cannot assure you that we will be able to compete
successfully in the future.

STOCK PRICES OF TECHNOLOGY COMPANIES HAVE DECLINED PRECIPITOUSLY OVER THE LAST
SEVERAL YEARS AND THE TRADING PRICE OF OUR COMMON STOCK IS LIKELY TO BE
VOLATILE, WHICH COULD RESULT IN SUBSTANTIAL LOSSES TO INVESTORS. The trading
price of our common stock has risen significantly over the past couple of months
and could continue to be volatile in response to factors including the
following, some of which are beyond our control:

- decreased demand in the Internet-services sector;
- variations in our operating results;

- announcements of technological innovations or new services by us or
our competitors;
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- changes in expectations of our future financial performance, including
financial estimates by securities analysts and investors;

- changes in operating and stock price performance of other technology
companies similar to us;

- conditions or trends in the technology industry;
- additions or departures of key personnel; and

- future sales of our common stock.

Domestic and international stock markets often experience significant price and
volume fluctuations. These fluctuations, as well as general economic and
political conditions unrelated to our performance, may adversely affect the
price of our common stock.

TERRORIST ATTACKS AND THREATS OR ACTUAL WAR MAY NEGATIVELY IMPACT ALL ASPECTS OF
OUR OPERATIONS, REVENUES, COSTS AND STOCK PRICE. Recent terrorist attacks in the
United States, as well as future events occurring in response or connection to
them, including, without limitation, future terrorist attacks against United
States targets, rumors or threats of war, actual conflicts involving the United
States or its allies or military or trade disruptions impacting our domestic or
foreign suppliers of parts, components and subassemblies, may impact our
operations, including, among other things, causing delays or losses in the
delivery of supplies to us and decreased sales of our products. More generally,
any of these events could cause consumer confidence and spending to decrease or
result in increased volatility in the United States and worldwide financial
markets and economy. They also could result in economic recession in the United
States or abroad. Any of these occurrences could have a significant impact on
our operating results, revenues and costs.

PART II - OTHER INFORMATION
ITEM 2. CHANGES 1IN SECURITIES

During the nine months ended June 30, 2003, the Company issued the
following unregistered securities and on the following terms:

- 4,000,000 shares (value of $300,000) to Sunbelt Financial Concepts, Inc.
("Sunbelt"), for services provided to the Company. Angelo Tullo, the
Company's CEO and Chairman, 1is President of Sunbelt;

- 1,000,000 shares (value of $75,000) to Advertising Management and
Consulting Services, Inc. ("AMCS") for services rendered to the Company.
Greg Crane, Company's Vice President of Marketing and a Director, 1is
President of AMCS;

- 1,000,000 shares (value of $75,000) to Advanced Internet
Marketing, Inc. ("AIM") for services rendered to the Company. DeVal Johnson,
the Company's Secretary and Director is President of AIM; and

- In December , 2002, the Company issued 50,000 shares (value of $3,750) to
David J. Iannini, the Company's CFO. In addition, 250,000 shares (value of
$25,000) were issued to Mar & Associates, Inc., an entity owned by a family
trust, of which Mr. Iannini is the sole trustee. These shares were issued
in consideration of services rendered to the Company through December 31,
2002.

The restricted shares were issued based upon the average bid and ask prices at
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the time of issuance and were issued in reliance on the exemption from
registration provided by Section 4 (2) of the Securities Act.

ITEM 6.

(b)

EXHIBITS AND REPORTS ON FORM 8-K

(a) See Exhibit Index. The Registrant filed the following Current
Reports on Form 8-K during the three-month period covered by this
report and ending June 30, 2003:

On May 30, 2003, the Company filed a Current Report on Form 8-K
attaching a press release concerning the Company's earnings and
results of operations for the Company's second fiscal quarter ended
March 31, 2003.

On July 22, 2003, the Company filed a Current Report on Form 8-K to
report the execution of an Exclusive Domain Name License Agreement
with Onramp Access Inc. whereby the Company obtained exclusive rights
to the "YP.com" domain name. Items 3-5 are not applicable and have
been omitted.

SIGNATURES

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

thereunto duly authorized.
YP.NET, INC.
Dated: January 22, 2004 /s/ Angelo Tullo
Chairman, President, Chief Executive Officer
/s/ David J. Iannini
Chief Financial Officer
EXHIBIT INDEX
Exhibit No. Exhibit
4.1 2003 Stock Plan (1)
10.1~* Colocation Agreement between the Registrant and XO
Communications, Inc. dated June 10_, 2003
10.2%* Executive Consulting Agreement between the Registrant and Mar &
Associates, Inc. dated May 1, 2003
10.3%* Private Label Agreement-Vista.com
10.4 Exclusive Domain Name License Agreement between Onramp Access,

Inc., And Telco Billing, Inc., dated as of July 8, 2003 (2)
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31 Certification pursuant to SEC Release No. 33-8238,

as adopted

pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

* Previously filed.
Filed as Exhibit 99.1 to Form S-8, dated as pf August 5, 2003.

1.
2.

Filed as Exhibit 10.1 to Form 8-K, dated as of July 8, 2003
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