COMPUTER BUSINESS SCLINCES, INC.

BO-02 Kew Gardera Road, Suile 5 100
Kew Garders, MY 11415 B
v. (718) 520-6500 DEPOSI

DATE
1. (718 520-0703

D8y w  AUG1971998

August 17, 1998

4% D d(}-.fﬂ/
Florida Public Service Commission
Division of Administration

2540 Shumard Qak Blvd., Gerald Gunter Bldg.
Tallahassee, FL 32399-0850

Dear SirfMadam:

Enclosed you will find an original and six (6) copies of cur two Applications: one for
Authority to Provide Interexchange Telecommunication Service Within the State of
Florida, and one for Authority 1o Provide Altlernative Local Exchange Service Within the

State of Florida, complete with exhibits and tariffs and 'wo checks made outl 1o the
Florida Public Service Commissio.. for $250 each.

Please do not hesitate to contact me at (718) 520-6500 X149 should you have any
comments or questions about the application. We request expeditious treatment of this
application so we can begin offering our services immediately in the State of Florida,

Many thanks, and best regards,

Abebinif o (oo dF

Deborah 5. Armott
CLEC Regulatory Administrator
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APPLICATION FORM

1 This is an application for (check cne):

(X) Original authority (new company)

{) Approval of transfer (to another certificated company)
Example, a certificated company purchases an axisting company and- desires o
retain the original certificate authority.

() Approval of assignment of existing certificale (lo a noncertificated company)
Example. a non-certificated company purchases an existing company and desiras
to retain the certificate of authority rather than apply for a new certificate

()  Approval for transfer of controi (to another certificated company)
Example, a company purchases 51% of a certificated company. The Commission
must approve the new controlling entity,

2. Name of applicant:

Computer Business Sciences, Inc,

3 Name under which the applicant will do business (d/b/a)
Computer Business Sciences, Inc.

4. If applicable, please provide proof of fictitious name (d/b/a) registration

Fictitious name registration number;

5 A National mailing address including street name, number, post office box,

B. Florida mailing address including street name, number, post office box, city, state,
zip code, and phone number.

Computer Bysiness Sciences, Inc, 892 NW. LeJeunne, Mami FL 33126
Telephone 888-697-3260

6 Structure of organization: Check appropriate box(s)

{ ) Individual {X) Corporation
{ ) Foreign Corporation { ) Foreign Parinership
{ ) General Partnership { ) Limited Partnership
FORM PSC/CMU B (11/58)
Required by Chapter 364 337 F
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10.

11.

12.

13.

14,

( Moint Venture () Other, Please explain

If ap slicant is an individual, partnership, or joinl venture, please give name, litle and address

of ezch legal entity.
N/A

State whether any of the officers, directors, or any of the len larges! stockholdershave
previously been adjudged bankrupt, mentally incompetent, or found guilty of any felony or of
any crime, or whether such actions muy result from pending proceedings. If so, please
explain.

If incorporated, please provide proof from the Florida Secretary of State thal the applicant
has authority to operale in Florida.

Certificate of Authority 1o Transact Business in Florida Document No.: F8800003375
{attached)

Please provide the name, litle, address, telephone number, Inlernet address, and facsimile
number for the person serving as ongoing liaison with the Commission, and if different, the

liaison responsible for this application.

E-mail- damoiigdeb Snefuss com; Facsimile No. 718-520-0763.

Please list other states in which the applicant is currently providing or has applied 1o provide
local exchange or altemative local exchange service.

New York, California, lilingis,

Has the applicant been denied certification in any other state? If so, please list the stale and
reason for denial.

No.

Have penalties been imposed against the applicant in any other state? If so, please list the
slaie and reason for penalty.

No,
Please indicale how a customer can file a service complaint with your company.

Customer can file a service complaint with our Customer Service Department at 1-800-847-
9792 or call uur main office at 718-520-6500 to report any complaints or they can send a fax
with their written complaint to 718-T783-4830 or mail their complaints to Compuler Businass
Sdiencas, Inc., Customer Service, 80-02 Kew Gardens Road, Suite 5000, Kew Gardens, NY

FORM PSCICMU B (11/85)
Required by Chapler 384 337 F 5.




15

16.

11415,

Please co nplete and file a price list in accordance with Commission Rule 2524.825 (Rule
attached)

See attached tanff schedule,

Please provide all available documentation demonstrating that the applicant has the following
capabillities to provide alternative local exchanje service in Florida,

A, Financial capability.
Regarding the showing of financial capability, the following applies:

The application should contain the applicant’s financial statlements for the
most recent 3 years, including:

1. the balance sheel
2. income statement
3, statement of retained eamings.

Further, a writlen explanation, which can include supporling documentation,
regarding the following should be provided to show financial capability.

1. Please provide documentation that the applicant has sufficient financial capability to
provide the requested service in the yjeographic area proposed to be served.

2. Please provide documentation that the applicant has su.. =ient financial capability to
maintain the requested service.

3 Flease provide documentation thal the applicant has sufficient financial capability to
meel ils lease or ownership obligations.

NOTE: This documentation may include, but is not limited 1o, financial
statements, a projecled profit and loss statement, credit references, credit
bureau reports, and descriptions of business relationships with financial
institutions,
If available, the financial statements should be audited financial statements.
if the applicant does not have audiled financial statements, it shall be so stated. The
unaudited financial stalements should then be signed by the applicanis chief
executive officer and chief financial officer. The signatures should attest thal the
financial statements are true and cormect.
SEE ATTCHMENT
2. Managerial capability.

EEE ATTACHMENT

FORM PSC/CMU 8 (11/95)
Required by Chapler 384 337 F &




3. Technical capability.
SEE ATTACHMENT

(If you will be providing local intra-exchange switched telecommunications service, then slate
how you will provide access to 811 emergency service. If the nature of the emergency 811 service
access and funding mechanism is not equivalent o that provided by the local exchange companies
in the areas to be served, described in detail the difference.)

FORM PSCACMU 8 (11/95)
Requined by Chapter 354337 F 8,




AFFIDAVIT

By my signature below, |, the undersigned officer, attest to the accuracy of the
information contained in this application and attached documents and that the applicant
has the technical expertise, managerial ability, and financial capability to provide
alternative local exchange service in the State of Florida. | have read the foregoing and
declare that to the best of my knowledge and belief, the information is true and correct. |
attest that | have the authority to sign on behalf of my company and agree to comply, now
and in the future, with all applicable Commission rules and orders.

Further, | am aware that pursuant to Chapter 837.06, Florida Statutes, "Whoever
knowingly makes a false statement in writing with the intent to mislead a public servant in
the performance of his official duty shall be guilty of a misdemeanor of the second degree,
punishable as provided in 5.082 and s. 775.083".

Officia §7. :%?f’
Date '

R'RH" . Fq.:qh.'ﬁ-’ .
Title: (ice Piesident [Fnanc s Chiek ngrcial OfP.cer
Telephone Number: 718-520-6500

Address. Computer Business Sciences, Inc.
80-02 Kew Gardens Road, Suite 5000
Kew Gardens, NY 11415

FORM PSC/CMU B (11/85)
Required by Chapler 364 337 F 6




25-24.825 Price List.

(1)  Prior to providing service, each company subject to these rules shall file and
maintain with the Commission a current price list which clearly sets forth the following
information for basic local telecommunications services, as defined in s. 364.02(2), F. S.
If basic local telecommunications service is offered on a package basis, the following
information must be provided for the package:

(a) current pricas,

(b) customer connection charges,

(c) billing and payment arrangements, and

(d) levels of service quality which the company holds itself out to provide for

each service.

(2) At the company's option, price list information in paragraph (1) above and other
information conceming the terms and conditions of service may be filed for services other
than basic local telecommunication services.
(3) A price list revision must be physically received by the Commission's Division of
Communications at least one day prior to its effective date.
(4)  Price lists must be on 8% by 11 inch paper in loose-leaf form and must utilize an
ongoing page identification system which will allow for the identification of inserted and
removed pages. The color of paper on which price lists are filed must be amenable 10
being clearly photocopied on standard photocopy equipment.
(5) Complete information conceming a company's service offerings, rates and charges,
conditions of service, service quality, terms and conditions, service area, and
subscribership, information identified by local exchange company exchange must be made
available to Commission staff upon request.
Specific Authority: 350.127(2)
Law Implemented: 3,64.04, 364 337(5), F.S. History: New 12/26/95

FORM PSCACMU B (1198)
Reguired by Chapter 364 337 F 5




[TEM 6(A)
EINANCIAL CAPABILITY

Computer Business Sciences, Inc. will finance the construction and operation of its

proposed system through a combination of financial resources including its own internal

funding, support from its parent corporation, the procurement of financing, and anticipated
revenues. In support of its financial showing, attached hereto are the following documents:

2.

The most recently prepared balance sheets of CBS and its corporate parent,
Fidelity Holdings, Inc., a publicly traded company (FDHG BB:NASDAQ).

Copies of Fidelity's 10K, 10QSB and BK are on file with the SEC and
available upon request.

The most recently prepared income statements of CBS and Fidelity
Holdings.

The most recently prepared statement of retained earnings of CBS and
Fidelity Holdings.

CBS intends to use a private placement to secure the funds necessary to
complete its network deployment and sell its services. Mezzanine funding
will be used for financing xDSL service equipment, as it is capial intensive
With the xDSL equipment financing we will package it in 1,000 customer
multiples. CBS plans to pay off the Mezzanine funding with an IPQ next
year.

Financing will be secured by revenues generated from operating the network

and through an interest in the network facilities. An estimate of the fixed and

FORM PECACMU B (11/585)
Recquined by Chapter 354 337 F &




ar nual operating costs of operating as a local exchange and interexchange
carrier is attached hereto. The attachment demonstrates that CBS will be
able to procure the necessary financing for the project and that the project
is economically feasible. CBS has submitted a Motion concurrently with this
Application seeking confidential treatment of these attachments on the basis
that they contain highly proprietary and competitively sensitive information.
Annual fixed and operating costs are expected to be well within the financial
resources available to CBS through the procurement of financing and

anticipated revenues.

FORM PSCICMU B (11/05)
Requared by Chapler 384 337 F 8




COMPUTER BUSINESS SCIENCES, INC.
TRADE AND BANK REFERENCES

TRADE REFERENCES

DK COMMUNICATIONS
PALERMO STREET
HOLLISWOOD, NY

TEL NO. (718) 776-2005
CONTACT: ERIC KASHI

NISSKO TELECOM

7 WEST 45™ ST.

NEW YORK, NY 10036

TEL NO. (212) 575-8207
CONTACT: AVl NISSANIAN

786710 LTD.

1110 FINCH AVENUE WEST
DOWNSVIEW, ONT. CANADA M3J 2T2
TEL NO. (418) 665-7638

CONTACT: DULCIE RAMKAY

BANK REFERENCE
CITIBANK

176-50 UNION TPKE.
FLUSHING, NY 11366

TEL NO. (718) 969-8902
CONTACT: FRAN STAIANO

FORM PSC/ACMU B (11/55)
Required by Chapber 384 337 F 8




ITEMS 6(B) and (C)
MANAGERIAL AND TECHNICAL COMPETENCE

Organization

The management of CBS is built around expertise in managing and building networks.

They have expertise in regulatory, financing, marketing, and technical deployment of voice
and data networks.

The strength of CBS's management team stems from combined expertise in both
management and technology. This will prove to be a competlilive advantage as the
Company matures. In addition, the leadership and alignment characteristics of CBS's
management team have resulted in the establishment of broad and flexible goals designed
to meet the ever-changing demands of the quickly moving market place requiring our
services.

Team Members
Doron Cohen

Mr. Cohen is the President and Chief Executive Officer of Computer Business Sciences,
Inc. and has served as the President and Chief Executive Officer of its parent company,
Fidelity Holdings, Inc., since its incorporation in November 1995. From 1881 to 1995, Mr
Cohen served as President and Chief Executive Officer of Holtzman Enterprises

Kimberly Peacock

Ms. Peacock, in her current capacity as Chief Technology Officer of Fidelity Holdings and
President of the telephony subsidiary of Fidelity Holdings, Inc , is the chief architect of the
Network and associated platforms. Ms. Peacock has been involved in technical planning
for over 15 years and brings an incredible wealth of knowledge to CBS. She has served
as a consultant for many companies on the Intermet and in Telecommunications, including
GE Comstor, GE Ameridata, BrookeHill Equities, Kornreich & Kornreich, among others

Bruce A. Hall

Mr. Hall joined the company as Vice President of Operations in December 1997 Prior to
this, Mr. Hall spent almost 30 years in the Telecommunications Industry with Be 'l Atlantic
He served in many capacities including Vice President of sales with NYNEX Business
Information Systems and most recently as Director of Operations for Queens

FORM PSCACMU B (11598)
Reguired by Chapler 354 X37 F §




Richard L. Feinstein

Mr. Feinstein has served the Company’s Chief Financial Officer since December 1997
In January of 1998 he was promoted to Senior Vice President-Finance and Chief Financial
Officer of Fidelity Holdings. From 19984 to December 1997, Mr. Feinstein maintained his
own financial and management consulting practice. From 1989 to 1984, Mr. Feinstein
served as Managing Director and Chief Financial Officer of Employee Benefil Services,
Inc. From 1978 to 1989, Mr. Feinstein was a partner in KPMG Peat Marwick.

Paul Vesel

Mr. Vesel has served as the Executive Vice President for Sales and Marketing of
Computer Business Sciences, a subsidiary of Fidelity Holdings, since November 1996,
From May 1995 to November 1996, Mr. Vesel was employed by MTC Netsource, a
teleccmmunications company, where he was responsible for product development and
from 1993 to 1995; he served as Director of European Sales and Marketing for ATC
Distribution.

Moise Benadid

Mr. Benedid has served as the President of the Company's Canadian subsidiary Info
Systems since August 1996. From November 1994 through July 1996, Mr. Benedid served

as Vice President in charge of marketing and technical support for TelePower
International, Inc. and from December 1992 to November 1994 he served as President of

Powerpoint Microsystems, Inc.

Zvi Barak, PhD

Dr. Barak has served as the Director of Research and Development of the Company's
Computer Telephony and Telecommunications division since April, 1996. From 1992 1o

August 1996, Dr. Barak served as President of Info Systems. He currently serves as the
President of Computer Business Sciences Israel Division

T ical D
Dale Harris, PhD

Executive Director, Center for Telecommunications Consulting Professor of Electrical
Engineering

Education; B.S., University of Texas at Austin, M.S. and Ph.D., University of California at
Berkelay.

FORM PSCICMU 8 (11/99)
Required by Chapter 364 337 F §




Research Interests: Intelligent telecommunications networks, broadband network design
and multimedia applications; distance education and asynchronous leaming networks.

Professional Experience: Director of Strategic Technology Assessment and Executive
Director of the Advanced Technology Division, Pacific Bell (1983-1991), California Institute
of Technology faculty (1985); Project Manager of Electronic Messaging Systems, Bank of
America (19681-1983); Director of Technology Systems, Letterman Army Institute of
Research (1977-1981); Harvard University faculty and staff (1972-1977).

Recent Professional Activities: Year 2000 |IEEE Global Communications Conference
Technical Program Chairman; Academic Advisory Council for The Corporation for
Educational Network Initiatives in California (CENIC), Scientific Advisory Board, Swedish
Institute of Computer Science and the Royal Institute of Technology; Editorial Board,
Internetwork Magazine; IEEE 1994 Global Communications Conference Technical
Program Chairman; Chairman, Bellcore Applied Research Advisory Committee; Vice
Chairman, IEEE 1980 Global Communications Conference Executive Committee, National
Technological University Management of Technology Industrial Executive Committee,
Exchange Carriers Standards Association International Relations Committee, University
of Southern California Communication Sciences Institute Advisory Board; University of
California at Davis Departmen. of Electrical Engineering Board of Advisors.

Memberships: Tau Beta Pi; Senior Member of IEEE Communications, Computer and
Engineering Management Societies; New York Academy of Sciences

Honors: US Distance Learning Association award for "Most Significant Advancement in
Research in the Field of Distance Learning", Department of the Army Commendation (for
information systems development); Muscular Dystrophy Association Fellow, National
Institutes of Health Fellow;, University of Texas Engineering Fellow

Publications: 15 journal publications; author of chapters in four boOks, numerous
conference papers -

David L. Tennenhouse, PhD

Dr. Tennenhouse is an Associate Professor of Computer Science and Eleclrical
Engineering at MIT's Laboratory for Computer Science. He is leader of the Telemedia,
Networks and Systems Group, which is addressing "systems” Issues arising at the
confluence of three intertwined technologies: broadband networks, high definition video,
and distributed computing.

Dr. Tennenhouse studied electrical engineering at the University of Toronto, where he
received his B.A.Sc. and M.A.Sc. Degrees. In 1989 he completed his Ph D at the
Computer Laboratory of the University of Cambridge. His Ph.D. research focused on

FORM PSCACMU 8 [11/98)
Reguired by Chapter 364 337 F .5




ATM-based site interconnection issues. This work, which was conducted within the Unison
Project, led to the early implementation of an ATM-based wide are testbed

Current Research

Al the core of the group's activities are two large systems projects: the ViewStation
research program, on distributed video systems, and the Aurora gigabit testbed. The
ViewStation program is pioneering a very software intensive approach to the capture,
processing, transmission, storage, and display of full motion video sequences. AURORA
is one of five gigabit networking testbeds funded by the Corporation for National Research
Initiatives under a grant from NSF and ARPA_ The TNS group's contributions to AURORA,
which are mostly related to gigabit endworking includes work on: local distnibution, host

interfacing, and end system protocol software
Fouad Tobagi, PhD

Professor of Electrical Engineering and, by courtesy, Computer Science High-Speed and
Multimedia Networking and Communications

Education: Engineering Diploma, Ecole Centrale des Arts et Manufacturers (Paris,
France). M.S., Ph.D., Computer Science, University of California, Los Angeles

A member of the Stanford Faculty since 1978. Professor Tobagi is also a cofounder of
Starlight Networks, a venture concerned with multimedia networking and video servers,
where he has been serving as chief technical officer since November 1991

Research Interests: Broadband Integrated Services Digital Networks, High Speed ATM
Networks (switching, routing, and congestion control), Multimedia Applications (on-line
distance learning and desktop video conferencing), Mu'timedia Systems (video servers
and storage systems for multimedia information, including disk arrays and tertiary mass
siorage systems), and Multimedia Networking, including network infrastructures (local and
wide area networks), network protocols (mullipoint session layer protocols, real-ime
multicase transport protocols, multicase and QoS routing protocols), and network
management and control (resource allocation and reservation, admission control)

Professional Experience: Professor Tobagi has served as editor for the IEEE Transactions
on Communications, as well as other journals. He was coeditor for a number of special
issues of the IEEE Journal on Selected Areas in Communications and of the Proceedings
of the IEEE; topics include Local Area Networks, Packet Radio Networks, and Large Scale
ATM Switching Systems for B-ISDN. He is currently on the editorial board of the ACM
Journal on Multimedia Systems, the Journal on Multimedia Tools and Applications, and
the Journal on Wireless Networks. Since 1891, he has also been affiliated with Starlight
Networks, Inc., a company concerned with multimedia networking and video servers,
where he has been serving as Chief Technical Officer

FOMRM PSCACMU B (11/88)
Requined by Chapter 364 337 F &




Hor ors: Professor Tobagi is a Fellow of the IEEE. He was the winner of the 1881 Leonard
G. Abraham Prize Paper Award in the field of Communications Systems, and winner of the
IEEE 1984 Commun.cation Magazine Prize paper award.

Publications: Author of several book chapters and numerous papers, coeditor of Advances
in Local Area Networks, a book puulished in the series "Frontiers in Communications”
published by the IEEE Press.

FORM PSC/CMU 8 (11/95)
Fleguired by Chapier 384 337 F &
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FLORIDA DEPARTMENT OF STATE
Sandra B. Mortham
e B-:rd:rr of State
June 15, 1998 %
FLORIDA FILING & SEARCH

Qualification documents for COMPUTER BUSINESS SCIENCES, INC. were filed
on June 15, 1998 and assigned document number FG8000003375. Please refer
to this number whenever corresponding with this office.

Your corporation is now qualified and authorized to transact business in Florida
as of the file date.

The certification you requested is enclosed.

A corporation annual report will be due this office between January 1 and May 1
of the year following the calendar year of the file date. A F Employer
Identification (FEI) number will be required before this report can be filed. If you
do not already have an FE| number, please apply NOW with the Intemal
Revenue by 1-800-829-3676 and requesting form SS-4.

Please be aware if the W address changes, it is the responsibility of the
corporation to notify this office.

Should you have any questions rding this matter, please telephone (850)
45?-609%? the Foreign Qualifica ax Linagn Section.

Lee Rivers

Document Specialist
Division of Corporations Letter Number: 998A00033248

Division of Corporations - P.O. BOX 6327 -Tallahassee, Florida 32314
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| certify from the records of this office that COMPUTER BUSINESS SCIENCES,
INC., is a corporation organized under the laws of New York, authorized to
transact business in the State of Florida, qualified on June 15, 1896.

Pt ey
1 13

The document number of this corporation is F98000003375.

| further certify that said corporation has paid all fees and penalties due this office
through December 31, 1998, and its status is active.

o
[Ty

I
| further certify that said corporation has not filed a Certificate of Withdrawal.

LN BN
Ty
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Given under my hand and the
Great Seal of the State of Florida
at Tallahassee, the Capitol, this the
Seventeenth day of June, 1998

Sundra B. Mortham
ﬁrrrdl:rg of Sinte
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| carﬁl‘y tha attached [s a tn,ln nnd mrmct mpy r.ri' Iha npplicuﬁon by COMPUTER
BUSINESS SCIENCES, INC., a New Yerk corporation, authorized to transact
huslnaasvﬂhhmlStnnn\!FlmﬂaanJmlﬁ 1998 as shown by the records
of this office. "~

The document mrnbnr of this mrporabn-n is F98000003375.
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Given under my hand and the
Great Seal of the State of Florida
at Tallahassee, the Capitol, this the

Fifteenth day of June, 1998

Suandra ortham
ﬁnrﬁ?ig sfjﬁhﬂ:




APPLICATION BY FOREIGN CORPORATION FOR AUTHORIZATION TO
TRANSACT BUSINESS IN FLORIDA

N COMPLIANCE WITH SECTION 607.1503, FLORIDA STATUTES, THE FOLLOWING IS
SUBMITTED TO REGISTER AFOREIGN 'CORPORATION TO TRANSACT BUSINESS IN THE

STATE OF FLORIDA:

N SEOHATED", COMPANY", CORPORATION" of words of

1. D 3 £ [ i
(Name of corporanon: must - C
l.l:huilﬁnn_iql':hlhmnrl lang clearly Indicats Tt itis a corporaton inst2ad of a namural parson
or parmerahip il not 80 cong presant) s
a2 New York 1. 11-3304370
St or country Lnder Bue law of which it @ ncorporated] i FEI number, f apphcabla)
4 12-12-95 5, Perpetual
|Dats of incorparavoni = {Duraton: Year corp. vil ceass © exsat or ‘Terpetal
E N/A &
(Gata brat Uan3scmd Dusinais i FIOTIA. (Ses seetens £07.1501, 8371502 and 117,158 1 51 Zo @
y 3 80-02 Kew Gardens Rd., Suite 5000 =l r <
s FE TN
Kew Gardens, NY 11415 it = [.._..
Provide long A etance and domestic telecommunicationsmgerydces:
at discount rates to customers as well as complete ugxglliﬂ dled

&
[Prpcselal Of corporation authonaed in home S3M of CouNty D ba chmed cut n tha saum of Flodig-
communications systems. om
S Namae and swestaddrass of Florida registered agent:

Name: _Robert L. Rimberg
Offce Address; 782 MW Le Jeunne
33126

Miami . Floriga ,
iZ:p Codal

€

10. Ragistered sgent’s acceptanca:
Having been named as rogisterad agent and (o sccep! service of process for the abaove stated
corporation at the place designated in this application, | hereby accept the appoiniment 8§
registered agent and agree © actin this capacity. | kither agree o comply with ha prowvsions
of all statutes relative to the proper and complete performance of my duties, and I am familisr
with and accept the obligations of my position ss registered agent

e = & ;

R et

1&#;1;:1;‘1 signansal

LY

11. Amached is a cordficaie of existenco duly suthentcatod, not more man 80 days prior ©
delivery of this application to the Departrent of Stote, by the Sccrotory of State or othar official
having custody of corporate records in the jurisdiction under the law of which it is incorporated.

vO‘d I¥8E vEr SIE Do ¥ Ojul Pelvus| eddy (HIZ1Z0 @6-80-uUNC
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12. Mames and addressas of officers anz’/or directo-s: (Screet
address ONLY- P. O. Box NOT acceztable)

A. DIRECTORS (Streat address only- P. O . Hox NOT acceptable)

Chairman: _Bruce pendell (Chairman Fidelity HOldings _parent cO. of

Addresa: - W Rd. CBS
Kew Gardens, NY 11415

Vice Chalrman:
pddress:

Director: _ _Bruce A Hall CO0VP & Director of Operations
Address: ___12 Meadowview Dr

—tizockfield, CT 06804
Ditector: _Richard L. Feinstain, CFO

B.OFFICERS (Street addrass only- P. O, Box NOT acceptabla)

President: _Darnn Cohen
Address: ____47 Parker Blud
—Monsey NY 10352

Vice President: _Paul Vesel
Address: 11 william ST

GCraat Mack MY 11021 _
Seepetery: __ Kimherly Psacock
Addfess: ___ 118-80 Merropolitan Ave., 4]

Kew Gardens, NY 11415
Treasurer:
hidress:

MOoTL: If nn:uurly, you may attach an adderdum to the applicaticn
l:.st:._:u::y;tl.qnl ?.ﬂ eT for directors.
13, __ - 4

ice ChALELBAN, GOf any ©llicer LLazed Ln nuroer
af the application]

14, _r,n*u_g._ﬂu._m}u_amzm Officer
yped 6f Printed nams an capacity of persen algnung spplicatien]
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COUMPUTER BUSINESS SCIENCES, INC. ORIGINAL SHEET
Title PaE

TITLE SHEET
ELORIDA TELECOMMUNICATIONS TARIFF

This tariff contains the descriptions, regulations, and rales applicable to the furnishing of
service and facilities for telecommunications services provided by Computer Business
Sciences, Inc., with principal offices at B0-02 Kew Gardens Road, Kew Gardens, New York
11415. This tariff applies for services fumished within the State of Flonda. This tanff is on
file with the Florida Public Service Commission, and copies may be inspected, during
normal business hours, at the Company's principal place of business.

Issued: Aug. 14, 1908 Effective: Aug. 14, 1908
Issued by Deborah Amott, Regulatory Administrator

Computer Business Sciences, Inc.

80-02 Kew Gardens Rd.

Kew Gardens, NY 11415




COMPUTER BUSINESS SCIENCES, INC.

ORIGINAL SHEET

tagel

CHECK SHEET

Sheets 1 through 15 inclusive of this tariff are effective as of the date shown at the bottom

of the respective sheel(s). Original and revised sheets as named below comprise all

changes from the original tariff and are currently in effect as of the date on the bottom of

this page.

SHEET REVISION

I

10

12
13
14
15
16

Issued: Aug. 14, 1998
lssued by:

Deborah Amoll, Regulalory Administrator
Computer Business Sciences, Inc.
B0-02 Kow Gardens Rd.

Kew Gardens, NY 11415

Effective: Aug. 14, 1088
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Issued: Aug. 14, 1908 Effective: Aug. 14, 1998
lssued by: Deborah Amolt, Regulatory Administrator

Computer Business Sclances, Inc.

B80-02 Kew Gardens Rd,

Kew Gardens, NY 11415




COMPUTER BUSINESS SCIENCES, INC.

ORIGINAL SHEET

Page 3

SYMBOLS

The following are the only symbols used for the purposes indicated below:

D- Delete or Discontinue
- Change Resulting In An
Increase to A Customer's Biil
M- Moved From Another Tanff Location

N- New

R-  Change Resulting In A Reduction to A Customer's Bill
T Change In Text or Reguiation But No Change In Rate or Charge

Issued: Aug. 14, 1868
Issued by

Deborah Amotl, Regulatory Administrator
Computer Business Sciences, Inc

80-02 Kew Gardens Rd.

Kew Gardens, NY 11415

Effective; Aug. 14, 1998
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IFF

A, Sheet Numbering - Sheel numbers appear in the upper right corner of the page.
Sheets are numbered sequentially. However, new sheels are occasionally added
to the tariff. When a new sheet is added between sheets already in effect, a decimal
is added. For example, a new sheel added between sheels 14 and 18 would be
14.1.

B. Sheet Revision Numbars - Revision numbers also appear in the upper right comer
of each page. These numbers are used to determine the most current sheet version
on file with the FCC. For example, the 4th revised Sheet 14 cancels the 3rd
revised Sheet 14, Because of various suspension periods, deferrals, elc. the FCC
follows in their tariff approval process, the most current sheet number on file with
the Commission is not always the tariff page in effect. Consult the Check Sheet for
the sheet currently in effect.

C. Paragraph Numbering Sequence - There are nine levels of paragraph coding.
Each level of coding is subservient to its next higher level:

24,

21.1.

21.1A
211A1.
2.1.1A1 (a).
21.1A.1 (a).l
2.1.1A.1 (a).L().

D. Check Sheets - When a tanff filing is made with the FCC, an updated check sheet
accompanies the tariff filing. The check sheet lists the sheets contained in the tanff,
with a cross reference (o the current revision number. When new pages are added, the
check sheet is changed 1o reflect the revision. All revisions made in a given filing are
designated by an asterisk. There will be no other symbols used on this page if these
are the only changes made to it (i.e., the format, elc. remains the
same, just revised revision levels on some pages). The tanff user should refer to the
latest check sheet to find out if a particular sheet is the most current on file with the

FCC.
Issued: Aug. 14, 1998 Effective Aug. 14, 1998
Issued by: Deborah Amolt, Regulatory Administrator
Computer Business Sciences, Inc
80-02 Kew Gardens Rd

Kew Gardens, NY 11415
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1. SECTION |- TECHNICAL TERMS AND ABBREVIATIONS

Access Line - An arrangement which connects the customer's location to a Computer
Business Sciences, Inc. network swilching center.

Authorization Code - A numerical code, one or more of which are available to a customer
to enable him/her to access the camier, and which are used by the camier both to prevent
unauthorized access to its facilities and to identify the customer for billing purposes

Company or Carrier- Computer Business Sciences, Inc.

Customer- The person, firm, corporation or other entity which orders service and Is
responsible for payment of c.arges due and compliance with the Company's tanff
reguiations.

Day - From 8:00 AM up 1o but not including 5:00 PM local time Monday through Friday.

Evening - From 5:00 PM up to but not including 11 -.00 PM local time Sunday through
Friday.

Holidays - Computer Business Sciences, Inc.'s recognized holidays are New Year's Day,
Martin Luther King, Jr. Day, Presidents Day, St. Patrick's Day, Memorial Day, July 4th,
Labor Day, Thanksgiving Day, Christmas Day.

NightWeekend - From 11:00 PM up fo but not including 8-00 AM
Sunday through Friday, and 8:00 AM Saturday up to but not including 5:00 PM Sunday.

Issued: Aug. 14, 1098 Effective. Aug 14, 1098
Issued by: Deborah Amott, Regulatory Administrator

Computer Business Sciences, Inc.

B0-02 Kew Gardens Rd

Kew Gardens, NY 11415
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2 SECTION 2 - RULES AND REGULATIONS

Computer Business Sciences, Inc. services and facilities are fumished for
communications originating at specified points within the State of Flonda under
terms of this Taniff.

Computer Business Sciences, Inc. installs, operates, and maintains the
communication services provided here under in accordance with the terms and
conditions set forth under this Taniff. It may act as the customer's agent for ordering
access connection facilities provided by other camers or entities when authornzed
by the customer, to allow connection of a customer's location to the Computer
Business Sciences, Inc. natwork. The customer shall be responsible for all charges
due for such serv'ce arrangement.

The Company's services and facilities are provided on a monthly basis unless
ordered on a longer term basis, and are available twenty-four hours per day, seven
days per week. t

22  Limitations

2.2.1. Service is offered subject to the availability of faciiities and the provisions of
this tariff.

2.2.2. Computer Business Sciences, Inc. reserves the right to discontinue furnishing
service, or imit the use of service necessitaled by conditions beyond its
control: or when the customer Is using service in violation of the law or the
provisions of this Tanff.

2.2.3. All facilities provided under this Tariff are directly controlied by Computer
Business Sciences, Inc. and the customer may not transfer or assign the use
of service or faciliies, except with the express wrtten consent of the
Company. Such transfer or assignment shall only apply where there is no
interruption of the use or location of the service or facilities

Issued: Aug. 14, 1888 Effective: Aug. 14, 1808
Issued by: Deborah Amott, Regulatory Administrator

Computer Business Sciences, Inc.

80-02 Kew Gardens Rd.

Kew Gardens, NY 11415
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SECIION 2 - RULES AND REGULATIONS
22  Limitations (Cont)

2.2 4. Prior written permission from the Company is required before any assignment
or transfer, All regulations and conditions contained in this Tariff shall apply to
all such permitted assignees or transferees, as well small conditions for
service.

23  Liabilities of The Company

2.3.1. Computer Business Sciences, Inc's liability for damages ansing out of
mistakes, Interruptions, omissions, delays, erors, or defects in the
transmission occurring n the course of fumnishing service or facilities, and not
caused by the negligance of its employees or its agents, in no event shall
exceed an amount equivalent to the proportionate charge to the customers
for the period during which the aforementioned faults in transmission occur.

2.3.2. Computer Business Sciences, Inc. shall be indemnified and held harmless by
the customer against:

A Claims for libel, slander, or infringement of copyright arising out of the
material, data, information, or oti er content transmitted over the
Company's facilities.

B. All other claims arising out of any act or omission of the customer in
connection with any service or facility provided by Computer Business

Sciances, Inc..
lssund: Aug. 14, 1808 Effeclive, Aug 14, 1008
lssued by: Deborah Amott, Regulatory Administrator
Computer Business Sclences, Inc
80-02 Kew Gardens Rd
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SECTION 2 - RULES AND REGULATIONS

24  Interruption of Seryice

241,

242

2.43.

244

Credit alicwance for the interruption of service which is not due lo the
Company’s testing or adjusting, negligence of the customer, or to the failure
of channe's or equipment provided by the customer, are subject to the
general liability provisions set forth in 2.3.1 herein. It shall be obligation of the
customer to notify The Company immediately of any interruption in service for
which a credit allowance is desired. Before giving such notice, the customer
shall ascertain that the trouble is not being caused by any action or omission
by the customer within his control, or is not in Wining or equipment, if any
furnished by the customer and connected to the Company's facilities.

For purposes of credit computation, every month shall be considered to have
720 hours.

No credit shall be allowed for an interruption of a continuous duration of less
than twenty four hours.

The customer shall | be credited for an interruption of two hours or more al
the rate of 1/720th of the monthly charge for the facilities affected for each
hour or major fraction thereof that the interruption continues.

Credit Formula:
Credit=AxB
720

"A" - outage time in hours
“B" - total monthly charge for affected facility

Issued: Aug. 14, 1888 *  ENedlive. Aug. 14, 1908

Issued by

Deborah Amott, Reguialory Administrator
Computer Business Sciences, Inc.

80-02 Kew Gardens Rd.

Kew Gardens, NY 11415
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SECTION 2 - RULES AND REGULATIONS
25 Restoration of Service

The use and restoration of service shall be in accordance with the priority system
specified in part 64, Subpart D of the Rules and Regulations of the Federal
Communications Commission.

26  Deposits
The Company may at times require a deposit from the customer.

27  Advance Payments

For customers whom the Company feels an advance payment s necessary,
Computer Business Sciences, Inc. reserves the right to collect an amount nol (o
exceed one (1) month's estimated charges as an advance payment for service, This
will be applied against the next month's charge, and if necessary a new advance
payment will ba collected for the next month.

28 Taxes

All state and local taxes (i.e., gross receipts tax sales tax, municipal utilities tax) are
listed as separate line items and are not included in the quoted rates

Issued: Aug. 14, 1988 Effective; Aug. 14, 1998
Issued by Daborah Amoll, Regulatory Administratos

Computer Business Sclences, Inc

80-02 Kew Gardens Rd,

Kew Gardens, NY 11415
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210

212

SECT'ON 2 - RULES AND REGULATIONS

Timing of Calls

The customers long distance usage charge is based on the actual usage of
Computer Business Sciences, Inc.'s network. Usage begins when called party picks
up the receiver. When the called party picks up is determined by hardware answer
supervision in which the local telephone company sends a signal to the switch or the
software utiizing audio tone detection. When software answer supervision is
employed, up to 60 seconds of ringing is allowed before it is billed as usage of the
network. A call is terminated when the calling or called paily hangs up.

Minimum Call Completion Rate

A customer can expect a call completion rate (number of calls compileted/number of
calls attempted) of not "3ss than 90% during peak use periods for all FG D services
(1+ dialing).

Special Services

For the purpose of this tarff, a Special Service is deemed to be any service
requested by the customer for which there is no prescribed rate in this tariff. Special
Service charges will be developed on an individi‘al case basis and filed in this tariff,

2.12.1. Special Service Regulations

Special Service charges will be based on the estimated cost of fumishing
such services including the cost of operating and maintaining such a service,
the cost of equipment and materials used in providing such a service, the
cost of installation including engineering, labor supervision, traisportation,
and the cost of any other specific item associated with the particular Special
Service request

Issued: Aug. 14, 1988 Effective: Aug 14, 1988
Issusd by Deborah Amoll, Regulalory Adminisirator

Computer Business Sciences, Inc.
80-02 Kew Gardens Rd
Kew Gardens, NY 11415
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SECTION 3 - DESCRIPTION OF SERVICE

In addition to it's reselling of Intemational and Domestic minutes, Computer Business Sciences ("CBS’)
enlers the market via i1s volce over IP technology and lakes advantage of ils unregulated untariffed ability
lo sell domestic and international long distance at discounts o carriers, enlerprise customers, small and
mid size business as well as residential cuslomers. CBS's primary strategy Is to deploy xDSL services and
take advantage of the demand for high speed internel access while providing a complele bundled
communications package to residential and small businesses. To its knowledge, CBS will be the first U.S.
carrier 1o deploy xDSL as a complele bundled product. All other current providers of xDSL make the
customer order a second line to the home, CBS will be the first to provide local diallone, data, and video
seamiessly over the same copper span that currently delivers 1o the customer dial-tong only.

For the provision of interexchange telecommunications service, CBS wil! bundle its ATM network with DS-3
facilities from an authorzed facilities-based camier. Once customers transmit from their homes and
transmissions arrfve al the RBOCs central offices, they will be connected onto our ATM network. Volce
transmissions will be routed directly 1o a CBS switch and 1o tandems which are connected with the RBOC.
Calls outside the region will be packetized and transmitted over our ATM network; they will then be
depacketized at the terminating region and sent oul over tandems that are connecled with the incumbent
local exchange carrier in that regicn,

Services that will offered in addition to International calling Include:

Local Dial Tone

Traditional long distance
High Speed Imemet Access
Residential broadband
Virtual privale network

Home Shopping
Banking

Metworking
Telemarkeling
Telemadicine

Distance Learning Capabilities

In the first fiscal year of operations, CBS plans to be In 18 cities in the Uniled Siates with xDSL service,
with an average of 3,500 customers in each city by fiscal year-end. By the end of its second fiscal year,
the number of cities in which the Company is providing xDSL services expands lo 82, with an average ol
3,500 customers in each, In year three, ihe cusiomer base is projected to increase by 25% 1o an average
of 4,375 per city by fiscal year-and,

The Rates to foliow will describe how our services are broken down

Issued: Aug. 14, 1988 Effective: Aug. 14, 1008
Issued by Deborah Amott, Regulalory Administrator

Computer Business Sciencas, Inc.

80-02 Kew Gardens Rd

Kev: Gardens, NY 11415
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4. SECTION 4 - RATES

41  CBS's Long Distance Service

CBS Long Distance Service is an interexchange telecommunications service that
enables an end-user to place calls by accessing the CBS network directly. The
service is accessed by establishing an account with the Company, having an
authorization code issued, and dialing a 7 digit access code. The end-user
accesses the network by dialing either (area code) ___ - _____ or a toli-free number
(800) _____.CBS Long Distance Service is available 24 hours a day, 7 days a
week,

m——

The per minute rates for CBS Long Distance Service are as follows

Using the (area code) XXX-XXXX access code- $0.09 per
minute

Using the (800) XO0(-XO00X access code: $0.18 per minute
The above rates apply to each minute or fraction thereof.

The following rates will apply where CBS's bundied services utilitizing DSL are
available:

Local Exchange Dial Tone: Flat Rate $15 monthly

Bundied Services:

Internet Access: Flat Rate $20 monthly
High Speed Access: Fla! Rate $65 monthly
Cable: Flat Rate $30 monthly

One time non-recurming: $250

Issued: Aug. 14, 1088 Effeclive: Aug. 14, 1688
Issued by: Deborah Arnott, Regulatory Administrator

Computer Business Sciences, Inc

80-02 Kew Gardens Rd,

Kew Gardens, NY 11415
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SECTION 4 - RATES

4.2  Special Promotions

The company will, from time to time, offer special promotions to its customers
waiving certain charges. These promotions will be approved by the FCC with specific
starting and ending dates and under no circumstances run for longer than 90 days in
any 12 month period.

43  Special Rates For The Handicapped
4.3.1, Directory Assistance
There shall e no charge for up to fifty calls per billing cycle from knes or

trunks serving individuals with disabilities. The Company shall charge the
prevailing tariff rates for every call in excess of 50 within a billing cycle.”

4.3.2. Hearing and Speech Impaired Persons

Intrastate toll message rates for TDD users shall be evening rates for daytime
calls and night rates for evening and night calls. 4.2.5. Hearing or Speech
impaired Persons

Rates for certain calls are reduced pursuant to Section 4.2.2 for a residence
or single-line business customer who meet the following requirements:

A The customer is certified to the Company as having a heanng or
speech impairment that prevents telephone voice communication

B.  The customer uses a lelecommunications device for the deaf (TOD)
or other non-voice equipment for telecommunications.

C. The customer makes written application to the Company for reduced
rates.

D. The customer designates to the Company one and only one
telephone number associated with that cuslomer's service and

telecommunications device.
Issued: Aug. 14, 1008 Effective Aug. 14, 1908
Issuad by: Deborah Armotl, Regulalory Administrator
Computer Business Sciences, Inc
80-02 Kew Gardens Rd

Kew Gardens, NY 11415
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SECTION 4 - RATES

44  Telecommunications Relay Service

For intrastate toll calls received from the relay service, the Company will when
billing relay calls discount relay service calls by 50 percent off of the otherwise
applicable rate for a voice nonrelay call except that where either the calling or
called party indicates that either party is both hearing and visually impaired,
the call shall be discounted 60 percent off of the otherwise applicable rate for
a voice nonrelay call. The above discounts appiy only to time-sensitive
elements of a charge for the call and shall not apply to per call charges such
as a credit card surcharge.

441 I at the request of the customer, CBS oblains facilities not normally
used o provide service 1o its customers, the cost incurred will be billed as a
Special Service.

A If at the request of the customer, CBS provides technical assistance
not normally required to provide service, the costs involved will be
billed as a Special Service.

B. When special signaling, conditioning, equipment or other features are
required to make customer-provided equipment compatible with CBS
service, the cost of providing these features will be billed as a Special
Service.

C. When additional testing is requested in excess of the normal lesting
required to provide service.

45  Direclory Assistance

Directory Assistance is available to customers of any of CBS's services provided via
contract with the RBOCs. A charge of 60 cents/minute will apply to each Directory
Assistance call. The charge applies to each call regardless of whether the Directory
Assistance Bureau is able to fumish the requested telephone number. Up 1o two
requests may be made on each Directory Assistance call Directory Assislance
charges will not count towards any volume discounts. Directory Assistance charges
will be included with other usage charges when calculating volume discounts and in
salisfying minimum usage requirements.

Issued: Aug. 14, 1908 Effective: Aug. 14, 1908
Issued by: Deborah Amolt, Regulatory Administrator

Computer Business Sciences, Inc.

80-02 Kew Gardens Rd.

Kew Gardens, NY 11415
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PETER C. COSMAS CO. CPA'S
400 MADISON AVE.

NEW YORK, NEW YORK 10017
212-752-5353

November 13, 1997

To The Board of Directors
Computer Business Sciences, Inc.

We have compiled the accompanying combined balance sheet of Computer Business
Sciences, Inc. and subsidiaries as of September 30 1997 and the related statements of
Income and, retained eamings for the Nine months then ended, in accordance with
Statements on Standards for Accounting and Review Services issued by the American
Institute of Cenified Public Accountants.

A compilarion is limited to presenting in the form of financial statements information
that is the representation of management. We have not audited or reviewed the
accompanying financial gatements and, accordingly, do not express an opinion or any
other form of assurance on them.

Management has elected to omit substantially all the disclosures and the statement of
cash flows required by generally accepted accounting principles. If the omitted disclosures
were included in the financial statements, they might influence the user’s conclusion about

the Company's financial position, results of operations, and cash flows. Accordingly,
these financial statements are not designed for those who are not informed about such

Peter C. Cosmas Co. CPA's
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COMPUTER BUSINESS SCIENCES, INC.
BUSINESS AND PRINCIPLES OF COMBINATION AND REPORTING

Computer Business Sciences, Inc. and Subsidiaries (The Company) provide a broad
range of telecommunication services. Included in its telecommunications product lines are
(i) its proprietary software which enables consumers to place long-distance telephone calls
at discounted rates and (ii) its variety of sophisticated interactive voice response
applications. The operations of the Company’s leasing subsidiary consist of providing
leases and other financing.

The combined financial statements consist of the combined operations of Computer
Business Sciences, Inc. 786710 (Ontario) Limited, C.B.S. Computer Business Sciences
LTD. And Major Fleet & Leasing Corp. all of which are under common control. All
significant intercompany balances and transactions have been eliminated.




SIGNATURE

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

FIDELITY HOLDINGS, INC.
(Registrant)

Bruce Bendell, President

Dated: June 8, 1998




SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549
FORM 10-KSB
(Mark One)
IX] ANNUAL REPORT UNDER SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT

OF 1934 [Fee Roquired]
For the fiscal year ended December 11, 1997

(] TRANSITION KEPORT UNDER SECTION 13 OR 15(d)
OF THE SECURITIES EXCHANGE ACT OF 1934
for the transition period from __ to __
Commission file number 0-29182

Fidelity Holdinga, 1
(Name of Small Basiness [ssuer in Its Charter)
Nevada —11-0292004
(Str'e or Other Jurisdhction of (LRSS Employer
Incorporation or Organization) ldentification No )

§0-02 Kew Gardens Road, Suile 5000

—Kew Oardens, New York L1415
(Address of Principal Executive Offices)  (Zip Code)

Issucr's Telephone Number, Including Ares Code (715) 520-650)

Securitics registered pursuant 1o Section 12(b) of the Exchange Act: Nooe

Securities registered pursuant to Section 12{g) of the Exchange Act:
(Tithe of Class)

Check whether the issuer: (1) filed all reports required o be filed by Section |3 or 15(d) of the Exchange Act
during the past |2 months (or for such shorter period that the registrant was required 1o (e such reports), and (2) has been
subject o such filing requirementa for the past 90 days.

Yea X No__

Check if there s no disclosure of delinguent filers in response 1o liem 405 of Regulstion 5-B is not contained in
this Form, and no disclosure will be conlained, o the best of registrant’s knowledge, in definitive proxy or information
statements incorporated by refurence in Part [I of this Form 10-KSB or sny amendment (o this Form 10-KSB.

Issucr’s revenues for its most recenl fiscal year: $3,862,284.

The spprozimale aggregate market value of the reglstrant’s common sock beld by nou-siMillates, computed by




reference to the price st which the stock was sold, or the average bid and asked prices of such stock, as of
April 7, 1998 was 56,016,606, The number of shares outsianding of the regisirant’s common stock on April 7,
1998, was 6,895,700 shares.




, ltem 1. Description of Busines.

The stniementis which sre not hisiorical facts contained in this Annual Report are forward
statements that involve risks and uncertsinties, Including, but not limited Lo, possible delays In
Company's expansion efforts, changes In telephony and communication markets and technologies,
govrument regulation, the natvre of possible supplier or cuslomer arrangements which may
available to the Company in (he luture, possible lechnological obsolescence, uncollectible accounts
recelvable, siow moving Inventory, lack of sdequale Mnancing, Increased competition and unfavorable
general economic conditions. The Company's sctual results may differ materially from the results
discussed In any forward looking statement,

General

Fidelity Holdinga, Inc. (“the Company™) was incorporsied in Nevada on November 7, 1995, The Company is & holding
comparry and, sccordingly, derives its revenues solely from it operating subsidianes. The Company's frst full yesr of
operations was | 996. The operatng subsidiaries of the Company sre grouped into three divisions: (i) Computer Telephony
and Telecommunications: (if) Leasing. end (iii) Plastics snd Utility Products. The proposed Major Aulo Acquisilion (see
“Planned Acquisition™, below), will sdd a fourth, Automotive Sales. Unless otherwise indicsied, all references (o the
Company include reference 1o the subsidiaries of the Company.

One of the primary purposes of the holding company is the consolidation of the retail sutomotive industry snd the
scquisition and development of synergistic echnological businesses 1o enhance its ability 10 sell sutomotive products snd
exploil its technological capebilities through sales of lelecommunications products end services.  Through is planned
dethCawmﬂbmuthmﬂmahYnt City of new and used

Through its Computer Telephony snd Telecommunicstions division, the Company provides a broad range of
lelecommunications services. Incloded in ity iclccommumscsbons product lines e ita (i) propnetary software which ensbles
consumers (o place long-distance telephone calls ot discounted rates and (i) s vanety of sophisticated interactive voice
mlpplﬂm. ﬁlﬁmhwdmmmﬂﬂnmm:ﬂmﬂuﬂm

mmumumuwwmmwmmmm

multimedia transmission over ielephone, inchuding voce, data, videoconforencing end other spplications.  Additionally, the
Company is in the preliminary process of developing s commercial mobile satellite lechnology in connection with the Lsreel
Aurcruft Industry’s ELTA division.

The Compeny’s Plastics and Utility Products division carrently consists of » development-stage company which waa
scquired in 1996. Iis proprietary prototypes include a line of spa and bath focures fior use in whiripool baths, spas, tubs end
division's products ere still under development, no commercial sales have as yet boen made.

The operstions of the Compeny's Lessing divizion coosist of providing leases and other financmg  Such activities are
directed primarily loward the sutomotive vehicle market snd are 1o be expanded 1o the purchasers of the Company's
lelecommunications hardware products.

Recent Developments




On October 23, 1997, the Compasy filed a registration statement oa Form SB-2 (the "Registration Statement™) with
" respect o the propased offering, by Hobbs Melville Securnitics Carp., as underwriter, of 1,150,000 shares of the Compeny's
common stock (“Common Siock™) st an offering price of $6.00 per share. The Registration Staternent was subsequently
withdrawn by the Company on March 18, 1998, without its having been declared effective by the Secunities snd Exchange
Commission (the “SEC™).

Planned Acquisition

The Company and its wholly-cwned subsiciary, Maor Acquistion Corp., beve entered into » merger agreament with Major
Automotive Group, Inc. ("Major Auto”) and its sole stockholder, Bruce Beadell, who s the Company's chairman and the
beneficial owner of approximately 39.6% of the Company's oulstanding commnon stock. Bruce Bendell owns all of the issued
and outstanding shares of common stock of Major Chevrolet, Inc. ("Major Chevrolet”) and Major Subary, Ine. ("Major
Subaru”) end 50% of the issued and cutstanding shares of common stock afMajor Dodge, Inc. ("Major Dodge”) and Major
Chaysler, Plymouth, Jeep Eagle, lnc. ("Major Chrysler, Plymouth, Jeep Eagl”). which, collcctively, operate five franchised
sutomobile dealerships (collectively, the "Major Auto Group™).

Pursuant \o the merger agreement, Bruce Bendell will contribute o Mayor Auto all of his shares of common stock of Major
scquire from Bruce Bendell all of the issued and outstanding shares of common stock of Major Auto in exchange for shares
of a pew class of the Company's prefarred stock. Harold Bendell, Bruce Bendell's brother, owns the remaning 50% of the
issued and outstanding shares of common stock of Major Dodge and Major Chrysler, Plymouth, Jeep Eagle Major
Acquisition Corp. will purchase Harold Bendell's shares for $4 million i cash under o stock purchase agreement. In
sddition, Major Acquisition Corp.will scquire two related real estsle components (the “Major Real Estate”, defined
hereinafier) from Bruce Bendell and Harold Bendell (collectively “the Bendells™) for their aggregate sppraised value of 53
millica.

The preferred stock 1o be issued 1o Bruce Bendell will be called the *1 997-MAJOR, Series of Convertible Preferned Siock ®
It will have voting rights and will be convertible into the Company's Commmon Siock. The number of shares of Commeon
Stock into which the new class will be convertible ia the grester of (i) |8 million shares and (ii) that pumber of shares that
have a market value of $6,000,000. The market value per share for this parpose will be the mesn between the closing bd
and ask prices for the Common Stock over the 20 trading days immedisiely prior (o the date of issuance of the preferred
stock. See “Description of Securities-Preferred Siock * The faregoing scqumtions from Majar Auto and Harold Bendell are

collectively referred lo horein as the "Major Aulo Acquisition *

The merges allocates the value of the conmderation payabls o Bruce Bendell as follows: (1) 61% 1o Major
Chevrolet; (i) 5.8% to Major Subany, (iii) 16.6% 1o Major Dodge, and (iv) 16.6% 1o Major Chrysler, Plymosth, Jesp Eagle
The stock purchase agreement allocates the value of the considerstion pepble o Hurold Bendell 50% 1o each of Major
Dodge and Major Chrysier, Plymouth, Jecp Eagle. The Major Auto dealerships were valued for purposes of the proposed
merger al eight times adjusted earnings before interest and Laxes for thew mespective 1996 fiscal years. Adjusied eamings
includes officers’ salaries, expenses nol directly related W operations, non-ecurring legal expenses and LIFO adjustments.
The Company belicves that the eight limes carnings muluple is a relatively common pricing/valustion convention in the
sutomobile industry.

The closing of the Major Auto Acquisition is presently scheduled 1o caincide with the closing of & loan with Falcon
Financial, LLC (“Falcon™) (see below) which is anticipsted 10 oocur no lster than April 30, 1998. The partie: ave the right
10 agree io an earlier date. A condition io the closing is that all manufacturen’ spprovals have been obtuned. If this condition
remains unsatisfied on the scheduled closing date, the merger sgreement mad the stock purchase sgreement provide thres
allematives: (i) the Company can elect not to close, (ii) the parties may agres ko extend the closing date 10 provide additional
time to obtain such spprovals; or (i) the Company may elect lo consunmate the Major Aulo Acquisition with Msjor Auto
owning, and Harold Bendell selling, only those dealerships with respect 1o which the manufacturers’ spprovals have been
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oblained In the latter case, the number of shares issusble 10 Bruce E-ndell and the monetary amount peysble o Harold
Bendell will be reduced in sccordance with the value sllocstions dese: bed abave, but the parties sre obligsted 1o use their
" best efforts during the 90-dsy period following the closing 1o obta.n the missing spprovals so that the noo-included
dealership subsidiaries can be transfierred to the Company st a later tir . To date, Subaru Distributors Corp. hes consented
to the change in ownership of the Subaru dealership and General Mok 3 Corparation (General Motors™) has consented to
the change in ownership of the Chevrolet dealership. The Company and Major Auto are still swaiting the consent of Chrysier
Corporation to the change in ownership of the Dodge and/or its Chryslc r, Plymouth, Jeep and Eagle franchises. [n addition,
us part of the Masjor Auto Acquisition, it is plamned that the Bendells wall sell their interests in the showroom and service
them, 1o Major Acquisition Corp. for its sppraised value of $3 million

To finance the cash portion of the Msjor Auto Acquisition, aggregatin g $7 million (54 million for Harold Bendell and §3
million lo purchase the Major Real Estale) Major Acquisition Corp. will borrow $7.5 million from Faleon. Major Auto
Acquisition Corp. has received from Faloon a letter of commitment dated March 16, 1998 which provides, 'nier alia, for
& 15 year term loan with interest equal 1o the yield on the len-year U S Treasury bond rate at the time of closing plus 450
basis points. Prepayment will not be permitied for the first five years, uller which prepsyment may be made, in full only,
along with the peyment of & “Yield Mainicnance Amount.™

The collateral securing this transaction includes the Major Real Estste and, subject 1o the inlerests of any current or
prospective “floor plan or cap loan lender,” the asscts of Major Acquisiti a Corp. Major Acquisition Corp. will be required
Lo comply with certain finencial covenants relsted 10 net worth and cash Jow. The loan is conditional, inter alia, upon the
constituent companies of the Major Auto Group being franchises of the ‘espective manufacturers end upon the consent of
Chrysler Carporstion o the soquisition by Mayor Acquisition Corp. of the Major Dodge and Major Chrysler, Plymouth, Jecp,
Eagle dealerships, which transaction is required 1o be completed prior o closing. Furthermore, the Company will provide
an unconditional guarsnice of this losn.

Potential Acquisition

In 1997, the Company signed a Letier of lafent (the *Original Lichie berg Letter of Intent”) with the shareholders of
{collectively, the “Lichienberg Group™), in contemplation of the scquisiton by the Company or one of its wholly-owned
subsidiaries of all of the issued and outstanding common stock of Lichie: berg Group. The Onginal Lichienberg Letter of
Intent contemplated that the parties would negotiste definitive document-tion that will provide for such scquisition for an
aggregate purchase price equal based on the pro forma afler-tax earmings of Lichienberg Group for the twelve months ending
Decamber 31, 1996. A portion of the purchase price would be paysbie in ¢ sh and the balance would be peyable in Comenaon
Siock of the Company. Either party will have the right 1o lermansie the tran- sctions contemplated by the Original Lichtenberg
Letter of lntent if, among other things, kower-then-expected eamings result in a purchase price of less than $1 8 mllion. The
definitive documentation is also expected 1o provide (hat Peter Lichienberg, who presently manages Lichienberg Group,
would continue 1o manage such dealerships sfier such scquisition. The Conparry and the sharcholders of Lichienberg Group,
including Peter Lichienberg, have been negotisting the terma of & purchase contract relating to such scquisition. Since
signing the Original Lichtenberg Letter of Intent, the Lichienberg Group he + scquired two addinonal franchised dealerships,
Chrysler and Subsru. Accordingly, negotistions are proceeding 1o revise an. update the Original Lichtenberg Letier of Intent
to inc.~porate the scquisition by the Company of the additional dealerships and Lo revise other provisions. Based upoa
preliminary finencial and other information in the Compamy's possession relsting to the business and operations of
Lichtenberg Group, the Company does not believe that such scquisition, if consummated, would have 8 material mmpact oo
the financial position of the Company. In comection with the proposed Major Auto Acquisition, the Company has been
advised by General Motors that Masjor Auto does not currently meet Goneral Motors” crileria 1o allow scquisition of
additional Oeneral Molory' dealerships without seeking spproval for each scquisition. The effect of this is that should the
Company determine to scquire Lichicabery Group or other additional Ger oral Motors' dealerships in the future, it will be
required to obtain General Motors' spproval oo & case-by-case basis.

The foreguing transsction is in the prelminary stages and is subject to sgnificant further negotistion nd due diligence as
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part of the preparation snd execution of definitive sgreements. There can be no sssurence that this transaction will occur,

Automotive Sales Division
General

Major Auto, which the Compasny proposes o scquire (see “Planned Acquisition”), is one of the largest volume sutomobile
retmilers in New York City. Major Auto owns and operates the following five franchised mutomobile dealerships in the New
?ﬂm“ﬂm (i1) Chrysler md Plymouth; (iii) Dodge, (iv) Jeep and Eagle; and (v) Subaru. Major
Auio also distributes Oeneral Motors velucles in Rossia. Through its dealerships, Major Auto sells pew snd used
sutomobiles, provides related financing, sells replacement parts and provides vehicle repair service and maintensnce.

Major Auto's President, Bruce Bendell, has spprosamately 26 years experience i the sutomobide industry. He began selling
and leasing used vehicles in 1972 and has owned and mansged franchised sutomobile dealerships snce be scquired Major
Auto's Chevrolet dealership in 1985. Under Mr. Bendell's leadership, Major Auto has expanded from s single-franchise
deslership having spproximately $10 million in revesoes end 25 employees in 1985 1o a five-franchise dealership group
having spprosximaiely $144 million in revenues and | 75 employees in 1997, (Note that the dollar smounts and statistics cited
for Major Auto for 1997 in this Annusl Report, and all other dollar amounts and statistics cited for Major Auto elsewhere
herein are based on Msjor Auto’s preliminary financial statements and relsted data. Such information is subject to
independent audit which has not yel been completed Audited Consolidated Financial Stuements and relsted notes thereto
for Major Auto and pro forma combining financial stslements for Major Auto and the Company will be filed by smendment
to this Annual Report, &s soon as practicable afler they become available to the Company.

Indusery Background

Automobile manufscturers distnibute eir new vehscles through franchised dealerships. According 10 industry data from
the National Automobile Dealers Association ("NADA data®), in 1997, total dollar sales, consisting of the sale of all new
and used vehicles and service and parts, of all franchised new-car dealershiups increased 4% Lo # record high of $509 billion.
Franchised dealerships located in the Mew York State had an estimated total doller sales of $17.9 million.

According 1o NADA data, on avernge, new vehicle sales constitute S5% of a franchised dealership’s total sales. Unil sales
of new vehicles rose 0.7% i 1997 o aiolal of 15.1 sullion units sold. Al en average retu] selling pnce of $22,400 per
vehicle, new vehicle sales lotaled approximately $338 billion in 1997. From 1992 to 1997 sales revenue from the sale of
new vehickes incressed spprosamately 53%. The srmual net profit of the ty;ical United Siates franchised dealer’s new wehick
department in estimaied (o be $46,760 retailed.

According 1o NADA, data, on sverage, used vehicle sales constiiute 30% of a franchised dealerships’ iotal sales. [n 1997,
franchised new vehicle dealers sold 12.0 million reta seed vehickes. Al an sverage selling price of $12,100 per vehicle, used
vehicle sales totaled in spproximately $145 billion in 1997, From 1992 1o 1997 sales revenue from the retail sale of used
vehicles increased approximately B8% and the combined sales revenue from the retail and wholesale sale of used vehicles
increased spproximately 81%. The annual net profit of the typical United States franchised desler's used vehicle department
is estimated o be $147,515 including wholesale snd metail The NADA dats ciles thal for all United Ststes deslerstaps, the
net profit from sales of used vehicles is approwimately 2 Y% times the pet profil from the sales of new vehicles. No assurance
can be pven that results of Major Aulo’s operstions will conform 1o NADA's industry data.

The following table sets forth information regarding vehicle sales by franchised new vehicle dealerships for the periods
o dicnted:

UNITED STATES FRANCHISED DEALER'S VEHICLES SALES

.




1992 1993 199 1993 1996 1997

(Units in millions; dollar o billions)
Hew vehucle unit sales 129 135 151 148 15.1 15.1
MNew vehicle sales revenue(1) 32210 51530 $2900 $£303 $3280 $3182
Used vehicle unit sales - retal 23 99 109 1.4 1.9 120
Used vehicle retail sales revenue $773 $904 $1110 $1260 $1370 S1452
Used vehicle unit sales - wholesale 58 6.4 68 10 12 71
Used vehicle wholesale sales revenue $220 S0 $113 $303 $134 § )46

(1) Sales revenue figures wers genersied by mulliplying the total unit sskes by the sversge retail selling price of the
vehicle for the given year,

Source: National Automoblle Dealers Association (NADA) Dota 1998 (1997 data preliminary and estimated)

In sddition to revenues from the sale of new and used vehicles, sulomotive dealerships denve revenues from repair snd
warrenty work, sale of replacement parts, finencing and credit insurance and the sale of extended warrenty coverage
According to NADA data, revenues resulting from service and parts mles increased spproximately 4% in 1997 for
franchised dealershipa, a portion of which is sccounted for by the increase in the amount of used vehicle recondition’ng
Revenue from parts and services constitutes, on average, approximately 12% of a F anchised dealership’s total sales and
generates an ennual pet profit of $149,000,

Automotive dealerships’ profits vary widely and depend in part upon e effective management of inventory, marketing.
quality control and responsivencss (o customers. According o NADA data, in 1997, totl franchised dealership gross profits
were, on sversge, $2 8 million with an average pel profii of $308,000

To reduce the costs of owning & new velucle, sutarmobile manufacturers m recent years have offored (svorable shont-term
lewse terms. This has sttracted conse. ers to short-term leases and has resulted in consumers returning o the new vehicle
marke! sooner than if they had purchased & new vehicle with longer-term finencing. [n addition, this has provided new car
dealerships with a continuing source of of-lease vehicles and has also ensbled dealerships’ parts and service departments
to provide repair service under factory warmenty for the lease term.

The muomaotive deslership indusiry has been consolidating in recent years. Until the 19603, sutomotive dealerships were
typically owned and opersted by s single individual who controlled » smgle franchise. However, because of competitive and
econommic pressures fin the 1970s and | 980w, particularly the oil embarg of 1973 and the subsequent joss of market share
experienced by United States mstomobile manufacturers to imported vehackes, many sutomotive dealerships were foroed to
close or (o sell 1o better-capitalired dealer groups. Continuer! campetitive snd economsc pressure faced by sutomotive doalers
end an easing of restrictions imposed by astomobile menufacturers on multiple-dealsr ownership have led to further
consolidation. According 1o NADA data, the number of franchised dealerships has declined from 36,336 in 1960 o 22,700
at the beginning of 1997.

Major Auto believes that franchised sutomobile dealerships will continue 1o consolidate becsuse the capital required lo
operate dealerships continue io increase, many dealership owners are spproachung retirement age and certain sutomobile
manufacturers want 1o consolidate their frenchised deslerships (o strengthen their brand identity. For example, mansgenont
believes that General Moiors Corporstion is implementing a strategy 10 reduce its franchised dealerships by 1,500 from
8,400 by the year 2000. Major Auto believes that dealership groups that heve significant equity capital and expenence in
scquiring and running dealerships will have an opportunity 1o scquire addtional franchised dealershipa.

Operating Stralegy

Major Auio's opersting strlegy is 10 increase customer satisfaction and loyalty snd 1o increase opersting efficiencies. The
Company intends to pursus the seme oparsting strategy as Mgjor Auto afler eampletion of the Major Auto Acquusition. Key
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clements of this opersting streiegy sre & follows:

" Use af Technology. Major Auto believes that it has schieved » competitive sdvantage through the use of technology, Major
Auto was one of the first dealership groups o provide its customers with a 1-800 telephone number and price quolstions
via facsimile. During the past soveral years, Major Auto has sold spprosamately 25-50 vehicles per month from leads
provided by electronic media, much as Bloomberg (since 1994) and the Intamet (since |995). Major Auto presently enables
EEHEEEEE%EE%AEE-EQE
Knlnbn!l} *Talkie" lelephone interactive voice response system (see “Computer Telephony and Telecommunications

Division — Talkic™), that operates 24 hours per day, seven days per week and in nine different languages. Major Aulo i
presently expanding its use of Tallde-AutoCom to permit cusiomers ko obtam snswers 1o the most frequently esked questions,
oblain price quoles, place orders, .shedule and confinn service sppomtments, obtain directions 1 the dealarshup and request
faxes of product snd price information. Major Auto is also intending 1o expand its use of Talkie-AwoCom to call its
cusiomers sutomabically to notify them of required maintenance, sales and promotions and 10 solicit customer satislaction
information. In addition, Major Asio inlends to explore new weys 10 use lechnology 1o provide betler customer service
riﬂirl&lﬂllrrliﬂltf an nternet-based marketing system called Major Auction. Com

o provide electronically, visual sed texiual information regarding vehicles sold by Major Auio and ensbie customen Lo: (i)
v._uur-l-EEEE}A&%B-EEET-%E.I&EE-E_wn
relaied financing. Ses “Computer Telephony and Telecommunications Division- Talkie.*

Leverage the Sale of Internationsi Calling Time. Major Auto will offer customers pre-paxd imamational telephone callng
EHE!‘IEHIEHE?%EE&E:&E?&.

proprictary Talkie technology, whsch is sble 10 provide users with international calling time st sharply discounted rates.
Because Major Auto will purchase telephone time from the Campany or ane its master agents st below-market rates, the
cost 1o Major Auto of implementing this program will be minimal compared with he ssvings W be reslized by its customers.
Major Aulo's primary market, the New York metropolitan area, is home 1o many diverse ethnic groups who have family and
purchase or lease of a vehicle, Major Auto believes that it can add value 10 ils customers and thereby increase cusiomer
T ision- Talkie."

Focus on Used Viehicle Sales. A key element of Major Auto's opersling strategy is to focus on the sale of used vehucles.
1997, s

in 1980. Sales of used vehicies are penerally more profitable than sales of new vehiclkes. Management believes that the New
i%irilli%![ﬂ*E!ﬂimﬁlEﬂnfiEg
used cars in the New York metropolitan area than say other sutomobrile deslershp or dealership group. Major Auto strives
1o sitract customers and enhance buyer satisfaction by offering multiple fnancing and leasing options and competitive
warTanty products on every used vehicle it sells. Major Auto believes that « well-managed used vehcle operation affords
it an opportunity lo; E!EE:&E-E&E%E?.@EEE
EEEIEEEERA iii} gemersic incremenial revenues from customers
finencially unsble or unwilling o purchase a new vehicle; and (iv) incresse ancillary product sales 1o improve oversl
E.duﬁ-itﬂlilil@l!ii{%ig
%EEEE&-‘!&EEEEEE!&E&
fleets, and manufscturers’ and independent suctions. Major Auto believes that the price af which it soquires used vehicles
EEEEEEI?E«&IEE%I‘HEEFE
of the large volume of used vehicles that it sells each month end the over 15 years of experience in the used vehicle business
of its President, Bruce Bendell, il is sble o identify quality used vehicles, assess their value and purchase them for »
favorable price.

Emphasize Sales of Higher Margin Products and Services. Major Auto genersies substantial incremental revenu and
sclueves incressed profitability trough the sale of certan mailary products end services such s financing, exendiad service
contracts and vehicle maintenance. Major Auto provides its employees with special trsining snd compensates them, in part,
with commissions based on their sbes of such products and services. Majar Auto belseven that these sncillary prochucts and
services enbance the vilue of purchased or lcased vehicles end increase customer satisfaction.




Provide a Broad Range of Products and Services. Major Auto offers s broad renge of products snd services, including
~  wide range of new and used cars and light tracks, vehicle financing, replacement paris and service Al its four locations,

Major Auto offiers, collectively, seven makes of new vehicles, including Chevrolet, Chrysler, Plymouth, Dodge, Jeep, Eagle
and Suberu. In addition, Major Auto sells s wide vaniety of used vehicles st 1 wide range of prices. Major Auto believes that
ollering numerous makes and models of vehicles, both new and used, appeals (o & wide vaniety of customers, minimires
dependence oo ny one automobile masulacture and reduces its exposure to supply problems and product cycles.

Operate Multiple Dealerships in Targe! Market Major Auto intends 1o become the leading sutomotive dealer in its target
market by opersting multiple dealershins in that market To scoomplish this, Major Auto intends 1o acquire new franchises
in its existing marke! and 1o expand its existing franchises to new markets. This should ensble Major Auto 1o achieve
econamies of scale in advertising, inventory mansgement, mansgement information systems snd corporate overhead.

Target Sales to Ethnic Groups. Because the New York metropolitan area, Major Auto’s pimary market, is ethnically
diverse, Major Auto targets its selling efforts 40 & broad range of ethnic groupa. [n sddition to offering pre-paid intermational
lelephone calling time, Major Auto employs 8 multi-lingual sales force mnd inlends 10 expand its electronic media 1o
scoommodate multiple languages.

MWWTW“&I&WWMWWnHM
of its operstions, including information lechaology, employee taming, profit-based comp nsation and cash menagement
Each of Major Auto's four dealership locations, its centralized used vehicle operstion, and its two service mnd parts
operations is managed by a trained and experienced general manager who is primanly respoasible for decisions relating lo
inveitory, sdvertising, pricing and personael. Major Aulo compenssies its general managers based, in part, on the
profilability of the operations they control rather than oo sales volume. Major Autu's senior mansgemnent meets weekly with
its general managers and utilizes computer-based management information systems 10 monitor each dealershap’s sales,
profiability end inventory oo a daily besis sad to identify arces requinng umprovement Major Auto believes that the
spplication of its professional mansgement techniques provides it with & competilive advantage over other dealerships snd
dealersthup groups and enables it 1o increas. its profitabality

Cirowth Strategy

The Company intends lo expand its business by scquiring additions! dealerships and improving thewr performance and
profitability by implementing its operating stralegy. As part of its growth strat=gy, the Company intends to focus its efforts
on dealerships or dealer groups that, among other crileria, possess cither the sole [ranchise of » major eutomobile
manufacturer or & significant share of pew vehicle sales in cach largeted market and that it belicves are underperforming.
In evaluating potential scquisition candidates, the Company will also consider the dealership's or dealer group's profitsbility,
customer base, reputation with customer s, strength of menagement and location (e g , slong & major thoroughfare o interstate
highway), and the possibility thet the Company will be sble to scquire additional franchises in that market 1o schieve larger
market share. Major Auto believes that the most sttrsctive scquisiion candidates can be found in the New York metropoliten
arca, but the Company may consider soquisitions in other markets. The Company's financing of such scqusitions may
involve spending cash, incurring debt or issuing equity secunties, which could have s dilutive effect oa the thes cutstanding
capital stock of the Campany. The Company bes been advised by General Motors that Major Auto does not currently meet
General Motory' eriteria (o allow soquisition of additional General Motory' deslerships without secking spproval for each
scquisition. The effiect of this is that should the Company determine lo scquire additional General Motors’ dealerships in the
futwre, including its potential scquisition of Lichienberg Group, it will be required to obtain General Motors” spproval on
§ case.by-case baxis, See "Potential Acquisitions *

Upon completing an scquisition, the Compeny intends to implement its operating strategy, which includes slling more
new and used vehicles, increasing finance revenues, enhancing employee tuming, lowening purchasing costs for used car
inventories, supplics and outside vendor expemses. The Company also intends W install its mansgement mforration system
i soquired deale sups a8 soon s possible afier the scquasition, which will allow its semor managament 1o carclially morstor
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siraieg. 3 and oparalion procedures prior o the closing of an scquisition 10 ensble it lo scoelarsic the implementation of its
operein § straiegy afler closing See “Opersting Strategy.”

The Company believes that Major Auio’s menagement keam has considarsble expenence in evaluating polonial scquemtion
candidates, determining whether a particular deslership can be sucoessfully integrated into Major Auto's existing operations
and umplementing its opersting stralegy Lo improve their performance sad profitability following the scquimition. For
example, Bruce Bendell, Major Auto's President, scouired & Nissan deslership in Oysier Bay, New York in January 1997
The Nissan dealership s nol owned or opersied by Magor Auto, but is magonty-owned by Mr. Bendell end minonity-owned
by snother mdividual otherwise unalfilisted with the Company or Mr. Bendell Upon Mr. Bendell's scquisition of the Nissan
dealership, it was selling 90 new snd 20 used vehicles per month and was not genersting any profits from such sales. Under
Mr. Bendell's leadership, the deslership hes expanded ts sales 1o over 200 new and used vehicles per month. The Compeny
elso belicves that an increasing number of soquisition opportunities will become svailable 1o it See "Industry Packground ®
The Company and Mr. Bendell are currently negotisting s letier of intent concerning the Company's scquisition of Oysier
Bay Nissan The scquisition would be subject 1o the completion of the Major Auto Acquisition There can be no assurance
that the Comparry and Mr. Bendell will agree on acceptsble terma. Based upon preliminary financial and other information
in the Company's possesmion relsing o the business and operations of Oysier Bay Nissan, the Company does not believe
that such scquisition, if consummaled, would have 8 matenial impact on he financial position of the Company, However,
il the purchase price for such scquisition were (o have s significant cash component, the Comparry would likely be required
to raise additional capital, either by incurming debl or issing equity, lo finance the consummation of such scquisition.

With the exception of the Mayor Auio Acquisition, the negotistions with respoct (o Oysier Bay Nissan descnbed sbove
and the transsction described under "Potential Acquisition® sbove, the Company does not presenily have sy other material
plans, proposals, srengements or understandings with respect to potential scquisitions

* Dealership Operations

Major Auto owns end operates five sutomobile dealerships ot four locations m Long Island City, New York, Major Auto
conducts its parts and service business and its used velacle business from three additional locstions i Loag [sland City,
Major Auto offers the following seven makes of new vehicles: Chevrolel, Chrysler, Plymouth, Dodge, Jeep, Eagle and
Subaru Each location is run by s scparsie general manager who is responmibie for overseeing all aspects of the business
conducted at that location. Each of the parts and service locabions has two general managers, one for parts snd ooe for
service. Each general manager meets with Major Aulo’s semor management, including Bruce and Harold Bendell, on s
weekly bans

Following the scquisition of Major Auto by the Company, Bruce and Harold Bendell will continue o be responaible for
senior-level management of the dealerships. The Bendall brothers and the Company expect thal this prospective continuity
ol senior management will facilitste obtaining the manufacturens' conscnts 1o the transfier of the dealerships o the Compay
The Bendell brothers’ mansgement control will be scoomplished through (1) thew ownership of 100 shares of the Company's
1997 A-MAJOR AUTOMOTIVE GROUP Serses of Preferred Siock (of whoch shares Bruce Bendell has » proxy lo vtz
the 50 shares of the 1997TA-MAJOR AUTOMOTIVE GROUP Series of Preferred Siock owned by Harcld Bendeil for »
seven-year period commencing on January 7, |998) which carmies voting rights allowing them o elect a majority of the
Board of Direclors of Major Aulo, and through (i) a relsied menagemeni sgreement See "Descnption of
Securitics-Preferred Stock-1997A-MAJOR AUTOMOTIVE OROUP Series of Preferred Stock® and *Certain Relstinaships
and Relsted Transactions® below. Should either of the Bendell brothers cesse managing the dealerships, the management
agreement provides that ownership of kis 1997A-MAJOR AUTOMOTIVE GROUP Series of Preferred Siock shares and
his management rights under the mansgement sgreement will be sutomatically trensfermed o the other, snd should both
brothers cease managing the deslerships for any reason, the sharos snd management rights will be sutomatically ransferred
o & successor manager designated in & successor addendum 1o cach dealarship agreement or, feiling such designation, o
& successor menager designated by the Compeny (subject 1o spproval by the spplicable manufacturers)

New Vehicle Sales. Major Auto sells the complete product line of cars, sport utility vehicles, minivans and light trucks
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manufactured by Chevrolet, Chrysler, Plymouth, Dodge, Jecp, Eagle and Subaru. In 1957, Major Auto's dealerships sold
4 839 new vehicles genenting total sales of spproximatcly §11 1,468,679, which constituted spprosimately 69% of Major
* Aulo's lotal revenues. Major Auto's gross profit margin on new vehicle sales in 1997 was spproximately 7% which is
consistent with the industry sverage for 1997 of 7%. The reiative peroentages of Major Auto's new vehicle sales among
makes of vehicles in 1997 was a= follows:

1997 Percenlage of
6%

|

. Plymouth,
and Eagle

fEad
$3¥




The following Lable sets forth, for the periods shown, information with respect to Major Auto's new vehicle sales:

NEW VEHICLE SALES
(dollars in thousands)
1994 1996 1997
Unit sales 437% 5,062 4834
Sales revenue £90,000 $109,000 $111,000
Ciross Profit § 7.200 $ 8,000 $ 7.700
Gross Profit Margin 8.0% 1.3% T0%

Major Auto purchases substantially all of its new vehicle mventory direatly from the respective manufacturers who allocate
new vehicles to dealerships based upom the smount of vehicles sold by the dealership and the dealership's market srea. As
required by law, Major Auto posts the manulecturer’s suggested retail prce on all new vehicles, but the final sales prce of
8 new vehicle is typically determined by negotiation between the dealersinp and the purchaser.

In addstion to its dealership operations, Major Auto has s distnbulorshep sgreement with General Motors Corporation
(" General Motors®) pursuant to which Major Aulo disiributes in Fussia mew vehiclos menufsctured by General Motors,
Major Auto has realized revenues of spproximalely $2,890,000, $9, 400,000 end $8,005,000 during its 1995, 1996 and
1997 fiscal years, respectively, from its distribution of General Motors velicles in Russia. Major Auto’s gross profits from
such sales were spproximately $178,000, $572,000, and $552,700 for its 1995, 1996 and 1997 fiscal years, respectively,
Under its distributorship arrangement, Major Auto sccepts orders from General Motors’ sutomobile dealers in Russia for
both standerd and customn General Motors  shicles. Major Auto generally receives » deposit on the purchase price of the
vehicle from Lhe Russian dealer and relesses the vehicle 1o the dealer upan full payment of the balance of the wholesale
purchase price plus a percentage of the dealar’s profit oo the sale. Major Asto inkends o expand its distributorship operation
in the future to include the sale of used wehicles.

Approsamately 29% of Major Auto's unit sales of new vehicles wre [loet sales, which are generally sales 1o commercial
customers thet register len or more vehicles in & given year, and include texi cab companies, police departments and small
businesses. Major Auto has advised the Company that it believes that its Seet sales, and its servioe of fleet velucles, protect
it from some of the fluctuations in the retail sutomobile buying market, pov.de 8 source of off-flect vehicles for its used
vehicle operations and enhance ils reputation and customer satisfaction. Fleet sales are generally swarded to & dealership
on the basis of s blind competitive bidding process.

Used Viehicle Sales. Major Auto offers & wide variety of makes and models of used vehicles for sale. In 1997, Major Auto
sold 3,127 used vehicles generating total sales of spproximately $40,800,000, which constituted spproximately 25% of
Major Auto's total revenues. Major Aulo's gross profit mergin on used vehicle sales in 1997 wes approximately [4% as
contpared with the industry average for 1997 of || 4%. Mayor Auto is the largest seller of used vehicles (based on unit sales
and sales revenue) in the New York mefropolitan area.

Major Auto has consolidated its used wehicle operations for its various deslerships al a mingle sile. Major Auio scquires
the used vehicles il sells trough customer rade-ina, sl "closed™ suclions wisch may be stiended by only new velucle dealers
and which offer off-lease, rental and fleet vehicles, and at "open” suctions which offer repossessed vehicles mnd vehicles
being sold by other dealen,

Major Auto has sdvised the Campeny that it believes that the market for wed vehicles ia driven by the escalating purchase
price of new velucles and the incresse in the quality and sedsction of used velicles primanily due 10 sn increase in the number
of popular cars soming off short-term leases.

The following table sets forth, for the periods shown, information with respect to Major Aulo's used vehicle sales:




USED VEHICLE SALES

(dollary in thousands)

_ 1293 1396 1237
Unit sales 2,145 2,131 1127
Sales revenue 517,520 $£12 840 $40,800
Crross Profit $1.730 $1,300 £5,700
Gross Profit Margin ) 15.6% 14.4% 14%

Parts and Service. Major Auto provides parts and service primarily for the makes of new vehicles that il sells, but also
services other makes of vehicles. In 1997, Major Aulo's parts and service operations genersied lolal revenues of
spproximalely $11,403,829, which coastituled spproximately 7% of Major Auto's tolal revenues al & gross profil margin
of spproximately 33%.

The increased use of electronics 2nd computers in vehscles has made it dafficult for irdependent repair shops o retain the
expertise lo perform major or technical repains. In addition, becsuse motor vehicles are increasingly more complex and there
are longer warranty periods, Major Aulo has sdvised the Company that it believes that repar work will increasingly be
performed st dealerships, which have the sophisticated equipment and skilled personnel necessary 1o perform the repairs

Major Auto has advised the Company that # considers its parts and service department to be mn integral pant of its customer
service efforts and & valusble opportunity 1o sirengthen cusiomer relations snd deepen customer loyalty. Major Aulo stiempts
to notify owners of vehicles purchased at its deslerships when thewr vehicles are due for penodic service, thereby encoursging
preventative maintenance rather than prst-breakdown repairs

Major Autc's parts and service business provides a stable, recurnng revenue stream 1o its dealorships. In addition, Major
Auto has advised the Company that it believes that, 1o & limited exient, these revenues e countercyclical 1o new vehicle
the Company that it belicves that this helps mitigate the effects of a downtum in the new-vehucle sales cycle.

Major Auto does not operate & body shop, but instesd contracts with third parties for body repaar work.
The following table sets forth, for the periods shown, information with respect 10 Major Auto’s sales of parts end services:

SALES OF PARTS AND SERVICES

{dollars In lhousands)
1293 1226 1221
SUCEMEVEIUE .o rmesrsmemmrrasssssmmsmm s esssmasssssesisnees 0 1 OT0 512150 $11.400
O PIofl ... i e $3.45%0 53170 $ 1750
Gl PAOBE TR vttt i i3 1 2% 26.9% 3%

Vehicle Financing Major Auto provides & wide variety of financing and leasng allernatives for its custamerns. Major Auto
has advised the Company that it believes that its cusiomeny’ sbility o oblain finencing et its dealerships significently enhences
Major Auto's ability (0 sell new and used velicles. Major Auto has advised the Company that it believes that ity sbility to
provide its customers with & veriety of finansing options provides Major Auo with & competitive sdventage over many of
its competitors, particularly smaller competitors that do pot have sufficient sales volumes 1o sttract the diversity of finencing
sources svailsbie to Major Auto.
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USED VEHICLE SALES

!dollars in themsands)
1995 13%¢ 1
Ui sales 2,145 223 3,117
Sales revenue . 517,520 $12 840 $40 800
Crroas Profit $2.730 $1,300 £5,700
Cross Profit Margin 15.6% 14.4% 14%

Parts and Service. Major Auto provides parts and service pnmanly for (he makes of new vehicles thal il sells, but also
scrvices other makes of wehicles. In 1997, Major Auto's parts and service operations genersied lotal revenues of
spproximately 511,403,829, Mmﬂmmﬂﬂwm‘:uﬂml-wwﬂw
of spprosimately 33%.

The increased use of electronics ead computers in vehicles hes made it diflicult for independent repaur shapa 1o retsin the
expertise to perform major or technical repairs. In addition, because motor vehicles are increasingly mare complex and there
are longer warranty peniods, Major Auto has advised the Compaay that it belicves that repair work will increasingly be
performed st dealerships, which have the sophisticated equipment and skilled personnel necessary to perform Lhe repairs.

Mujor Auto has advised the Company that it considers its parts and service department 10 be an integral part of its customer
service efforts and s valuable oppartunity (o strengthen cusiomer relations and deepen customer loyalty. Major Aulo stiempls
to notify owners of vehicles purchased ot its deslerships when therr vehicles are due for periodic service, thereby encouraging
preventative maintenance rather than posi-breakdown repaire.

Major Auto’s parts and service business provides s stsble, recurring revenue stream o its dealershipa. In addition, Major
Auto has advised the Company that it believes that, 10 & limited extent, these revenucs are countercyclical 1o new vehicle
the Company that it believes that this helps mitigate the effects of & downturn in the new-vehicle sales cycle.

Major Auto does not operate 8 body shop, but instesd contracts with third parties for body repair work,
The following table sets forth, for the periods shown, information with respect 1o Major Auio's sales of parts and services:

SALES OF PARTE AND SERVICES

(dollars In theusands)
1995 1996 1997
DR TR oy e T s £11,070 £12,150 511,400
Ciross Profil i §1.450 $3270 § 3,750
Gross Profit Margin ............... i 31 2% 16.9% 313%

Vehick Flnancing. Mayor Auto provides a wide venety of fisencing snd lessng sltermatives for 1t customa . Magor Auto
has schvised the Compary thal it believes thal ity costome s’ shélity 10 oblem financing st its dealershups sigruficently onbsnces
Major Auto's ability to sell pew snd used vehicles. Major Aulo has advised the Company that it believes that its sbility 10
provide ils customers with & variety of finsncing options provides Major Auto with & competitive sdvantage over many of
its competitors, particularly smaller competitors that do not heve mifficient ssles volumes Lo sttract the diversity of finsncing
sources svailable o Msjor Auto.
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In most instances, Major Auto sssigna its vehicle finance contracts and leases to third partics, insicad of directly financing

" vehicle sales or leases, which minimizes the credit risk to which Major Auto is exposed. Major Auto typically receives &

finance foe or commisson om the third party who provides e financeng, In certun mited matances in whach Magor Aulo
determines that its credit risk is managesble, estimated by Major Auto 1o be spproximately 5% of its vehicles sales and
leases, Major Auto directly finances the purchase or lease of s vehicle. In such instances, Msjor Auto will bear the credit
risk that the customer will default, but will have the right o repossess the vehicle upon defsull. Major Azto maintains
relationships with & wide vanety of finencing sources, including commercial banks, sutomobile finance companies, other
financial institutions and the Company’s subsidiary Major Flect. Magor Fleet purchases less than 1 0% of Major Aulo’s leases,
and none of Major Aulo's finence coniracis.

Sales and Marketing

Major Auto has sdvised the Compeny that it believes marketing and adverusing we sigmificant 10 its operstions. As 15
typical in its industry, Major Auto receives a subsidy for & portion of its expenses from the sutomobile manufacturers with
whom Major Auto has franchise agreements. The automobile manufscturers also assist Msjor Auto to develop its own
advertising by providing it with market research

Masjor Auto's marketing effort is conducted over most forms of medis mcluding ielevision, newspaper, durect mail,
billboards and the Internet. Major Auto's advertising secks 1o promote its image as s reputable dealer offering quality
products at affordable prices snd with sttractive (inancing options. Each of Major Auto's dealerships penodically offer price
discounts or other promotions 1o sttract additional customers. The individual dealerships’ promotions are coordinated by
Major Auto end, because Major Auto owns and operates several dealershups in the Mew York City market, il realizes cost
savings through volume discounts and other media concessons

Major Auto's operstions have been enhanced by its ability o achieve economies of scale with respect to its marketing and
advertising Nationwide, the sverage cost of marketing snd advertising per new vehicle sold in 1997 was sooroximately
$347. Notwithstanding thet sdvertising costs in the New York metropolitan arcs are generally hugher than (he nationa!
average, Major Auto's cost of marketing end advertising per wehicle sold have consistently been less than the national
average. These lower costs result from the fact that Major Asto (i) has favorsble contracts with four major area daly
newspapers, (i) advertiscs in lower-cost niche markets (such as local ethnic markets, employee purchase programs, snd
discount buying services); and (jii) utilizes telephonic marketing and electrrnic marketing via services such s the Inlernet
and Bloomberg.

Relationships with Manufactirers

Each of Major Aulo's dealerships operstes under o separsie fanchise or dealer agreement which governa the relationship
between the dealership and the relevant manufsctiver. In gemeral, cach dealer agreement specifies the locstion of the
dealership fior the sale of vehicles snd for the performance of certam spproved services in the specified market ares. The
designation of such aress, the allocation of such areas and the allocation of new vehicles amcog dealershups 1s discretonasy
with the relevant manufscturer. Dealer sgreements do not geserally provide & dealer with an exclusive franchise in the
designaled markel arca. A desler sgreement generally requires that s dealer meet specified standards regarding showrooms,
the facilities and equipment for servicing vehicles, the mamionance of nventones, the manimnance of MINEDUM HEt wos Tng
capital, personnel iraining mnd other aspects of the dealer's bunncss. The dealer agreement also pves the relevant
manufacturer the right 1o spprove the dealer’s gencral manager and ary metenal change in management of ownership of the
dealership. The dealer agreement provides the relevant manufscturer with the right o termunate the dealer sgreement under
certain circumstances, such as : (i) a change in control of the dealership without the consent of the relevant manufacturer,
(ii) the impairment of the fnancisl condition or reputation of the dealershap; (iti) the desth, removal or withdrawal of the
deslarship’s genersl manager; (iii) the conviction of the deslersup or the dealershep’s peneral manager of cerimn crimes, (iv)
the dealer's failure 10 adequately operste the dealership or lo mantan wholesale financing sTangements, (v) the benkruptcy
or insolvency of the dealership, or (vi) the dealer's or deslership's matanal breach of other provisions of the dealer sgreement.
Many of the dealership sgroements require the consent of the relevant menufscturer 10 the dealer's scquisition of sdditional
dealerships. In addition Major Auto's deslership sgreement with Oeneral Motors, with respect 10 its Chevrolet dealership,
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gives General Motors & right of first refisal to purchase such dealership, which means thal whenever Major Auto proposes
10 sell its Chevrolet dealership, it must first offer General Motors the opportunity to purchase thal dealership.

The dealership agreement thal the Company will snler inlo with Ceneral Molors upon completion of Ue Major Auto
Acquisition will impose several additional restrictions on the Company. Following the completion of the Major Auto
Acquisition, the Company's Chewolet franchise, and any other Oeneral Motory’ franchises that the Compeny may
subsequently scquire, could be st risk it (i) r7y person or entity scquines more than 20% of the Company’s voting stock with
the intention of scquining additional sheres or effecting & material change im the Company's business or carparate structure,
or (id) if the Company takes any corparsie action (hat would result: () in amy person or entity owning more than 20% of the
Company's voting stock for 8 purpose other than passive investment; (b) s extraordinary corporate transaction such as a
merger, reorganization, liquidation or transfer of assets; (c) & change in the control of the Company's Board of Directors
within a rolling one-yesr period, or (d) the scquisition of more than 20% of the Company's voling stock by anofher
sutomobile dealer or such dealer’s affilistes. Il General Motors determines that any of the sctions described in the preceding
sentence could have & material or adverse effect on its image or reputation in the General Motory' dealerships or be materially
incompatible with General Motors' imterests, the Company must esther (x) transfer the assets of the General Motors'
dealerships o Genersl Motors or & third party scceptable o General Motars for fair market value or (y) demonstrate that
the person or entity will nol cen 20% of the Company’s voting stock or thet the actions in question will nol oocur

In addition, the General Motors desler agreement will require that the Company comply with Oeneral Motors' Network
2000 Channel Strategy ("Project 20007). Project 2000 includes a plan 1o eliminaste 1,500 General Motors dealerships by the
year 2000, primarily through dealership buybacks and spproval by Genenl Motors of inter -dealership scquistions, and
encourages dealers 1o align Oeneral Motors divisions’ brands as may be requested by General Motors, The dealer agreement
will require that the Company bring sy General Motors dealership into complisnce with the Proyect 2000 plan within one
year of the sequisition. Failure to achieve such complisnce may resull in lennination of the dealer agreement and s buyback
of the relsted dealership assets st book value by General Motors. The Company belicves that Major Auto’s Chevrolet

dealership currently complies with the Project 2000 guidelines.

The Company has also sgreed thal its deslerships offering new vehicles msnufactured by General Motors will not stierngt
to sell new vehicles of other manufsctarers.

New York law, and many other stales’ laws, limil menufacturers’ contral over dealershupa. In addition to varnious other
restrictions imposed upon manufacharers, New York law provides that notwithstanding the terma of the dealer agreement
with the relevant manufscturer, the mamafacturer may not: (i) except in cortam limuted instances, lerminsie or refuse lo renew
o dealership agreement except for due cause and with prior writlen notice; (i) atiempt o prevent a change in the dealer's
capilal structure or the means by which the dealer finances dealership operstions;, or (iii) unreasonably withhold its consen
1o a dealer's transfer of its interest in the dealership or fail 1o give notice ko the dealer detmling its reasons for not consenting

Major Auto has solicited the consents of the relevant manufsctarers 1o the Major Auto Acquisition and the change of control
of the respective dealerships (o resull therefrom. To date, Major Ao hes resesved the consent of Subaru Dustnbutors Carp,
with respect to the Subaru dealership, and General Motors, with respect to the Cheviolet deslarship, and is awai"ing the
consent of Chrysler Corporation, with respect o the Chrysler, Plymouth, Dodge *Jeep and Eagle dealerships

Competition

The mariet for new snd used vehicls sales in the New York metropolitan anes is ooe of the most competitive 0 the nation.
In the sale of new vehicles, Major Aulo competes with other new sulomobile dealers that operate in the New York
metropolitan srea. Some competing dealerships offer some of the same makes as Major Auto’s dealerships and other
competing dealerships offer other mamafacturer's vehicles. Some campeting new vebucle deslers are local, sin-le-franchise
dealerships, while others are muiti-fraachise dealership groups. In the sale of used vetucles, Major Auto competes with other
used vehicle dealerships and with sew vehicle dealerships which also sell used cars that opersic in the New York
metropolitan erea. In addition, Major Auto competes with used car *supastores” that have inventonies that & o larger and
more varied than Major Auto’s.
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Major Auto has advised the Company that it belicves that the principal competitive factors in vehicle sales are the
marketing campaigns conducted by sutomobile manufacturers, the ability of dealerships 1o offer 8 wide selection of popular
vehicles, pricing (including manufscturery’ rebates and other special offers), the locstion of dealershipa, the quality of
customer servioe, warrenties and cusioier preference for particulsr makes of vehicles Major Auvto belioves that its
dealerships are competitive in all of these arcas.

In addition, Major Auto, due 1o the size and number of sutomobile dealerships il owns and opersies, i larger than the
independent operators with which it competes. Major Auto’s size has historically permitted it 1o attract experienced snd
professional sales and service personne| and has provided i the resources o compete eflectively. However, as the Company
enters other markets, it may fsce competitors thal wre larger and that have sccess 1o grester resowrces.

Major Auto has advised the Company thal it believes that its principal competitors within the New York metropolitan ares
are United Auto Group, s publicly traded compasry, snd Potamban Auvto Group, Burn's Aulo Group snd Auto-Land, each
of which is privately beld

Covernmemial Regulation

Automobile deslers and manufacturers are subject (o various Federal snd state laws established 1o protect consumers,
including the so-called "Lemon Laws® which require a dealer or manulacturer 1o replace a new vehicle or sccept it for a fll
refind within a specified period of time, generally coe year, afler the initial purchase if the vehicle does not conform o the
manulscturer's express warrsntics and the der 'er or mamufacturer, aller & resonsble number of stiempta, is unable to correct
or repair the defect. Federal laws require that certain writien disclosures be provided on new vehicles, including mileage
and pricing information. In sddition, Major Aulo's financing sctivities are subject to ceriain stafules governing credil

The imported sutomobiles purchased by Major Auto are subject to United Stales custom duties mnd, in the ordinary course
of its business, Major Auto may from time lo time be subject 1o claims for dutics, penaltics, hiquidsiced damages or other
charges. Corrently, United States customs dutics sre generally sssessed o 2.5% of the customs value of the sutomobiles
imported, & clessified pursuant to the Harmonired Tarifl Schedule of the Unit<J States.

As with sutomobile dealerships gencrally, and parts and service operstions in particular, Major Auio's business involves
the use, handling and cootracting for recycling or disposal of harardous or toxic substsaces or wastes, including
environmentally sensitive materials such s motor oil, waste motor oil and filters, transmission fhad, antifreeze, freon, waste
paint and lscquer thinner, batienies, solvents, lubricants, degreasing sgents, gasoline aud diesel fuels. Accordmgly, Major
Auto is subject to Federal, state and local environmental laws govermng bealth, environmenial quality, and remedistion of
contamination st facilities il operstes or 1o which it sends hazardous or loxc substances o wastes for trestnent, recycling
or disposal. Major Auto has advised the Company that it believes that it is in material compliance with all environmental
mwmmmﬁmﬂmhm;mm'mﬂnmmwmumd
operslions.

Computer Telephony and Telecommunications Division

The Company, through Computer Business Scienoes, Inc., 8 New York corporstion ("Computer Business Sciences”),
7867 10 Ontario Limited, an Ontario corporstion doing business as Info Sysiems, Inc. ("lafo Systerns™), C.B.S. Com;ter
Business Sciences Lid, an lsreeli corporation ("Computer Business Sciences (lsreel)”), and Reynard Service Buresu, Inc.,
s Florida corporation ("Reynard®), the four wholly-owned subsidisries comprising its Computer Telephony end
Telecommunications division, currently develops, manufactures, markets, seils and services iwo product lines. The first
product line wtilizes *Tallde® technology, which consists of proprietary computer software and hardware that (i) permis end
users of the technology 1o place long-distance inlemational iclephone calls st discounted rates and (i) offers end users o
broad range of inleractive wolos response spplications such as voice-mail, sulomatic receptionist, sulomaled order anlry,
conference calling and faxing. The second product line, "Business Coatrol Software,” is a proprictary computer software
sysiem that provides multi-lingasl general sccoumniing snd business managenent spplications.
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1 on behalf of the Agent of ielephone time or tressmission lines. The MOU provides that the Company will indemnnify NJT
aguinst any liability it may incur under these sgreements snd will place 200,000 shares of its Common Stock inlo n escrow
account o secure this indemnification obligston.

Upon the effectivencss of the definitive docomentstion relating 1o the irsnsactions contemplated by the MOU the Agent's
masier ageni agreement will lermunsie and the pledge by each of Mr. Bendell and Mr. Coben of 500,000 shares of the
Company's Common Stock, refermad 1o sbove, will be relessed

It 18 the Company's intention io rescquire the temionial rights and Talkie Power Line Web Mackines from its other master
agents in exchange for shares of Common Stock of farr value. The Company hes resched ientative agreament with each such
agent and is presently negotisting definitive memornnds of understandang.

Interactive Voice Response Software Programs

The second product group, interactive voice response softwere programs, consists of the following applications

Talkie-Ad: pennits callers 1o browse through pre-recorded messages based on their search criteria, sumilar 1o » talking
classified ad

Tallie-Attendant: sulomsted receptionist festures, including dial *0” for operstor, name directories, call blocking, call
screctung, musc or company messages while on bold, paging, personalzed menus, call queung and conversation recording,

Talkie- Audio: delivers pre-recorded information in . ssponse 1o telephone inquiries and can serve as & talking bulletin
board

Talkie-Conference: permits the user to schedule & conference call and then, when the conference call is lo occur, either
calls the participants or permils them (o dial in, snd provides the chairperson with various options during the call,

Talkie-Dial: places a telephone call, using a mser-supplied kst of telephone numbers and delivers volce information with
the capability of asking questions, sccepting answers and updating the sysiem (o reflect the answers.

Talkie-Fax: permits the user 10 program a facsimile into the system and transmil it 10 a user-supplied list of numbers snd
permils users lo ransmil 1o callers upon their nequest written information programmed into the system such as directions,
product information, price lists or pews releases

Talkie-Form: permits the user o set up & questionnaire and collect answers (o pre-recorded questions.

Talkie-Mul: permuts the user 1o record, send, receive and retnieve voice messages from personal mailboxes.

Talkie-Cruery: responds (o callen’ inquiries using information stored in the system dalsbase.

Talloe-Trans: accepts orders, issues orders (mcluding delivery instructions) and fsxes order confirmations,

Users of the Tallie interactive voice resposse sysiem can slso customize the foregoing applications 1o cresie pew
spplications using Talkie-Oen, which is an spplcstion genersior that uses s simple progremming language

In sddition 1o the epplicstions listed sbove, uers may also purchese any of the following off -the-shelf spplications:

Talkie-Dating: permits the user 1o supply & dating service that will permt the user’s customery 1o place snd browse drough
personal ads, register for service and record end listen 1o messages.

Tallce-Follow-Me: permits the user 1o supply & lelephone tracking service that enables the user's customers 1o oblain &
sngle telephone number that will continually forwerd incoming calls to 8 user-defined series of lebephone pumbers (such
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u work, cellular, home, pager and voice-mail).

Talkie-Wake-Up/Reminder; permits the user to supply 8 wake-up or reminder service that will call s user supplied number
with & user-supplied message st & specified time.

All of the Talkie interactive voice responss applications operale in up ko nine languages.

Info Systems also provides customers with industry-specific snd customized spplications of its interactive voice response
technology. For example, Info Systems has developed a product called Talkie AutoCom for use by sutomobile dealers. Soe
A “um“i“ SIII n- £ O ITII‘II hl"lr-

The Talloe interactive voice response software package is sold by the Company through Info Systems, its wholly-owned
Cansdian subsidiary.

Talkic-Globe, the trademark for, and the name used by the Company 1o describe, its thurd telecommunications product,
is o software-based integrated call-back, debit-card snd long-distance reselling system and includes all of the Talloe
interactive voice response software programsa. Typically, international callers based in countries where the ielephone systemn
i3 a state-ywned monopoly must pay high per-minute rates fixed by the state-owned company. Oue method of secuning &
lower rate is the "call-back” system offered by Info Systems’ Talkie-Globe. Using Tallkie-Globe, the forengn caller first places
8 telephone call from the foreign country Lo the United States or Canadian ielephone number where the Talkie-Cilobe system
is located and hangs up without the call being connected 30 that no charge is sssessed for the call Talkie-Globe recognuzes
the telephone number from which the foreign call was placed and then places s call 1o that telephone number from the
location in e United Ststes or Canads where the Tallie-Globe sysiem is locaied 1o Lhe foreign caller and provides the
foreign caller with a dial tone. The foreign cal. x then places a telephone call through the United States or Canada 1o the
ﬁdmmwﬂlﬁhmhmuﬁmmﬂuﬂm&MhTWQﬁHWNh
United States or Canada to the caller in the foreign market and (ii) the call that the caller places through the United States
or Canada 10 the desired destination. The sum of the costs of the two calls placed from the Talkie-Globe system located in
the United States or Canada will be lower than the cost of & single call placed directly from the spplicable foreign market
to the desired destination. The Tallde-Globe system also has & debit card feature, which permuts & caller to purchase » stated
wvalue of calling time, and debits that value na the caller uses (he prepaid calling time

Talkie-Globe is sold by the Company through Info Sysiems, its wholly-owned Tanadian subsdiary
Business Control Software

The Company’s business control software is an inlerconnected series of sccounting and business management software
among other things, 10 define market trends, analyze sales force effectivenem, determine the profitsbility of & job, department
or company, of determine s geographical sales spread. One of the software's principal features is its ability ko process
information in multiple currencies. For example, s Japanese distributor transacting business in France and [taly can use the
software lo maintain dats relsting to sales, purchases and costs in French francs and ltalian lirs and 1o genersie reports i
Japanese yen (or in several multiple currencies simultaneously) while sulomstically posting currency exchange rates. [n
addition, the business control software is & multi-lingual syste 1 of software applications that permits multiple users, cach
sclecting a different language, (0 scoess simultaneously & common datsbese:

The business control software sold by the Company is sold through nfo Systern, its wholly-owned Canadian subsidiary
Marketing and Sales

From inception through December 31, 1997, the Company sold 21 Tallkie Power Web Line Machines to six master
sgents. The aggregsis amount of gross revenues resulting from these sales is $4,865,493, which sccounts for spprosamately
66.7% of the Company’s lotal revenues since its inception. The Company’s gross profit margin on sales of the Talkie Power
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Web Line Machines since its inceplion is 75.5%. Each masier agent had been required to purchase s minismem snnual

. volume + machines. The minimum purchase requirement had been ten machines or machines having an aggregaie sales

price of 1.8 million, whichever is lesa. "Master agents” were smaller companies wishing io enter the inlernational ielephooe
equipment. Although the master agents purchased the machines, the purchase terms required that the machines be located
el the Company's premises snd that all mainiensnce be performed by the Company (s described below). An sdded benefii
io master agents of housing the machines sl the Company's premises is that s Bell Atlantic Swiich is locsted there and the
physical conncction between the machines snd such switch is short. Because of this, (he Company pays » relatively
inexpensive charge (a component of which is based upon the length of (he connection from such switch) lo connedt lo such
swilch and experiences no connection delays resulting from the length of the connection.

Histoncally, the Company's stretegy with respect to the Talkie Power Web Line Machine has been treefold  Frrst, it sld
sdditional machines through its edsting master agents as they expanded their businesses by providing telephone service o
addibonal foreign markets. Second, m demand for the machines ncressed, # intended 10 add additional master agents sndfor
replace any existing master agents who were nol complying with their masier agent sgreements and 10 enler inlo strategic
partnerships with such new end replacement master sgents that would pormat the Company o shere i the revenue genersted
by the master agents’ sale of lelephone tme. Third, it inlended continually lo sdepl sdvencing compuler and
telecommunications technology 1o improve snd cusiomize the performance of the machines  Currently, the Compeny is in
the process of buying out its master agents and intends (o opersie its Talkie Power Web Line Machines an its own behalll

The Company installs, mainisins and services all Tallde Power Web Line Machines sl the Compeny's offices in Kew
Gardens, New York, where the machines are boused Historically, for these services, the Company received both a fied fee
and a volume-based fee. To daie, billing amengements have been informal, end the cost to each master agent has been
calculsted by determining the aggregate maintenance end service costs for all the machines, adding » peroentage markup
and charging each master agent its ratable portion based wpon the number of machines il has purchased. The Company also
customized the performance of the machines for the respective master agents and for use in particular countries, for which
it hits recerved a fee that is negotistsd by the Company and the spplicable master agent based upon the complexity of the
customization. As noted sbove, all master agenis have been required by contract with the Company 1o locaie thewr purchased
Talkie Power Web Line Machines st the Company's principal office and to have all required installation, service and
mainienance performed by the Compaeny. in addition 10 the services it provides with respect o e Tallde Power Web Line
Machines, the Compeny also has provided services for the vanious other Talkie products and for the Business Control
Software, if requesied by the users.

The Company typically sells its interactive voice response software programs (o entrepreneurs who wish 1o operate a
requires only s personal compuier and voice card for use and costs §715. Esch of the off-the-shelf spplications costs an
additonal §795. The Company intends 1o focus its efforts with respect 1o its Talkie interactive voioe response software
programs on the market for industry-specific snd customized applications in which il generally realizes higher profit margine.
As the Company targets & given industry, it expects (o hire sales personnel familiar with that industry snd (o stiend trade
shows to market its product. [n sddition, the Company intends W eopend ssles of its interactive voice responss system inlo
Europe and South America

The Compeny typically sells four to five of its Tallkic-Globe systema per month 1o entreprencurs who wish 1o provide o
lelephone business with low owerhead and fixed costs and to small foreign lclephone companies. Users of Talloe-(Hobe
purchase internations] calling tme from long-distance ielephone companies such &s MC1 Commmications Corp. snd resell
such lime at & mark-up. The typical Talkie-Gilobe system consists of three personal computers, proprictary software sod o
voice card and costs approxamately $25,000,

The Company realized gross revenues of $537,655 during 1996, and 5679 890 duning 1997, from the sale of its Talkie
inleractive voice response softwere programs snd of Tallde-Olobe (excluding inlercompany sales), which constituled
approcimately |5.7% and| 7.6% of the Company's gross revenues for such years, respectively. The Compeny's gross profit
margin on sales of its Talkie interactive voice response software programs was spproimately 54.3% for 1996 snd
spproxamately 66. 7% for 1997,
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trade shows, which has resulted in reviews of these products in trade publicstions.

The Company is nol currently allrcating resources Lo market ils Business Control Software, bul performs software service
contracts and provides annual program updates to the program's users.

Planned Activities

mmhmuﬁnﬂihnqumammmw
business telephone functions. The initisl trial rollout, Phase |, presently projected for the third quarter of 1998, largets
twenty-two cities and expands Lo sixty-three cities by the end of that year.

Phase |, using an asynchronous trensport mode ("ATM") technology, is expected to offer guaranteed quality of service,
carrier class-level voice over internet (™ Voice/TP™) long distance service sl aggressively competitive rates. Phases [l end
mdﬁmﬁmﬁiﬂlﬁwﬁhrnﬂﬂmnqﬁdmeﬂlﬂm
of Voice/IP services inchuding local dial tone, call-back, dial-around, traditional long distance and high speed internet access
m.mﬁmﬂmmmmqpmhcwnmm
offer, st very competitive prices, additional services such as virtual private networks (“VPN™). mavies on demand end pay

Additionally, in Apnil Lmhmw-mﬂmmaummmm
FH.T&'}.IEVHMQIHMMMM.HNW»MIMWM
SldﬂulhnﬁvhilhndnH{HﬂST]qiﬂlﬁw1unndnln!pmﬂk_pduillm!nxunntu!r-upuuﬁmyu:hﬂuq
sutomobiles, trains and buses, among others. As part of the sgreement, the Company will retain 8 50 percent stake in the
Joinl venlure.

mmumﬁthHMwmmwhw@qmmd
inlersctive broadbend multimedia internet service through the use of Direct Brosdcast Satellites. The information will then
uww.mwmmmmmmﬁmFuWimmeanﬂm
them to & TV monitor or PC. Passengers would then use a control panel 1o select from a vanety of viewing optons.

Emh:rﬂmhnq:ﬂdhﬁnh:hﬁuuﬂd-mdhmmndmﬂnﬂ:phnummw Company's
o the vehicle to receive over 150 television channels, internet and cellular service at affordable prices.

}hmmhwuucm-mhwmwmmmqmum
if successafully developed, such products or services will reult in revenues 1o the Company.

Research and Development

mwmmmmmmijmmndwm
hmhmmﬁdhwhnﬂmhmmmm
[ﬁ}hmﬂhﬂnhmﬂd{ﬁ]hhﬁwmnm-ﬂw Compuier Businesa
mm&m&m.ZﬁMﬁﬂw&hMMthMMndﬂﬂ
Talkie products and of the business control software.

mwwnmn_ﬁdmuwﬁﬁmmhmmTMﬂ
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1997, respectively, with respect 1o such division.
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Intellectual Property

The Company has regastered the name *Talkic® & & trade-mark in Canacda The Company has filed spplications with the
United States Patent and Trademark Office o register the names "Talkie® and "Tallde-Globe® and "BCS Software® as
trademarics in the United Staiea. As an additional method of prolecting its proprietary lechnology, the Comperty requires that
all of the Talkie Power Wb Line Machines thal it sells remain ! the Company's offices in Kew Gardens, New York and
that all insiaflstion, service and mantensnce of the machines be performed solely by the Company. The Company also relies
on trade secret protection, confidentiality agreements and other laws 1o protect its lechnology, but believes that these rights
may pol pecessarily prevent third parties from developing or using similar or relsted tachnology to compete aganst the
Computer Telephony and Telecommunications division's products.

Compeiition

The Company knows of no person or company that offers & product that is s festure-for-{esture competiior 1o the Taliie
Power Web Line Machine. While olher compasies manufactire and sell traditional telephone switching equipment, such
equipment is expensive to purchese and mainisn &5 compered io the Taliue Power Web Line Machine Moreover, the
proprictary nature of the Talkie Power Wieb Line Machine's software program provides the Company & significant head start
over & polentis! competilor who wishes lo develop & competing product.

Associates compeles, and the Company will compete, with other providen of internatonal iclepbone service. The market
for international telephone service is highly competitive. In additional 1o the major service providers such as ATET, MCI
and Sprint, there are numerous smaller service providers as well as resellers, who do not own and opersie equipment but
purchase tedephone Lime from service providers si a discount and resel] that time (o the public. The Compamy believes that
a primary competitive facior in the in wiry is pricing. Because Associsics uses the Tallde Power Web Line Machine, which
i less costly (0 purchase and maintain than traditonal switching equipment, Associates 1 able to offer telephone calling time
ot lower rates than competitors whose rate structwe rmust socount for the higher cost of such tradithnal switching equipment.
In addition, because the Talkie Power Web Line Machine is sbie to process both dats as well as voice, Associstes is sble
o olfer Inlemet scoess, which relatively few of its competitors offer. However, Associates and the olher master agents
presently face, and the Company may face, increasing competition as a resull of deregulation in foreign countries, which
could result in competition from other servics providers with large, established customer bases snd close tes 1o
govanmental suthorities in their home countries snd decreasod prices for direct-disled internstionsl calls Mastier agents’
customers may no longer be willing 10 use the master agents’ or the Corspany ‘s servicea, which would sdversely affiect the
Compeny's sbility to sell the Talkie Power Web Line Machine and/or limit the Company’s gross margms on phone servioes
sold for its own sccount and, therelry, reduce the Company's income

The Company's Talkie inleractive voice respomse software programs compete with products sold by spproxamately two
dozen entities in Morth Amenica, inchading AT&T, Northern Telecom and others. However, in the more bmited market for
industry-specific and custom inleractive voios respense app lications, the Company knows of only one direct competitor. The
Company's Talide-Clobe system competes with telephone callback products sold by spprovamastely 6 other enbiies.

As a result of its relisnce on the Company's proprietary saftware rather than handware components to operale, the purchase
price and maintenance costs of the Compeny's Talkie interactive voice response software progrems snd Talloe-Globe are
believed 1o be generally lower than those of competing products In sddition, because software is casier 1o alier than
hardware components, the Company is able 10 customize its products or modify its products to incorporste changing
technology more quickly end st a lower cosi thes its competitors

Notwithstanding the Company's competitive adwntages however, many of the producers of products competitive with the
Company's, and compuanics wishing to enter the marks! in which the Compeny’s products compete, have well established
reputsticns, customer relationships and marketing snd distribution networks, Many also have grester finsnzial, technical,
menulacturing, marsgement and research and development resources than those of the Company, mey be more sucoesaful
than the Compeny in manufacturing snd marketieg their products and may be sble to use ther grester resources and lo
levernge existing relationships to obtain & competitive sdventage over the Company.
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Leasing Division

In October 1996, the Company soquired all of the issued snd outstanding shares of stock of Major Fleet & Lessmg Corp.
("Msjor Fleet”). Major Fleet has historically provided lease financing solely for motor vehicles. The Company mtends to
ii%liiﬂi[i!ii?ﬂ&iﬁ&ii
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Floet will purchase the desired vehicle from an automobile dealer and either resell it to its customer for a markup over its
cont, or lease the vehicle 1o the cusiomer and provide the related lease financing. If a customer of Major Flel wants lo
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spproximately S0% of the vehicles it sells and leases from Major Auto

In most instances, Major Fleet will broker vehicle finance contracts for, of assign ils icases to, third partes imstead of
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risk that its customers will default in the payment of the lease installments. In order to minimize its nak of loss, Major Fleet

carefully evaluates the credit of its leese customers It also requires that its lease customers have adequaie collimon and
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purchase financing, the customer will need to obtain financing from a third party, however, s discussed sbove, Mayor Flect
will broker finencing contracts.

Plastics and Utility Products Division
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Spa Fixtures

Premo-Plast has been engaged in research and development related 10 s koe of fixtures 1o be placed through the walls of
water containers such as sps tubs. To date, the Company has focused its research on fixtures such as the jois wsed 1o
introduce wader mixed with sir bubbles info & whirlpool bath, spa or tub and has designed and developed prototypes of such
fixtures.
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the hole in order 1o allow a tight scal 10 the washer that will surround the hole when the fixture is installed. Noxt, the inside
worker places a sealing washer o the shaft of the fixture mnd inserts the shafl trough the drilled hole. The cutsde worker
places a second washer on the outside end of the fixture snd applies silicone scalant (or, in some cases, spplies silicone
scalant without & seoond washer), and sdds & retaining nut 1o secure the assembly. The inside worker must steady fhe fixture
ifElliiiE#ft‘i!E?ilirEl
Lo miuch tightening will squeeze ou the silicons sealant, and 0o Littke will result in a weak scal. Either condition will csuse




- a leak. Once the nut is tightened, the fxture must set in place, undisturbed, for several hours 1o permmt the sil sone (o harden
and form » waler-tight seal

The Campany has scquired the rights to a proprietary plumbing fixture nstallation method and has designed and developed
& e of fixtures that ensble installation ia & whirlpool bath, sps or tub in significantly less tume than is normally required
lo install such fixtures. One person, working from inside the whirlpool bath, spa or tub, dnlls the pilot bole and final-size
hole. Next, a rubber grommet is placed in the hole. A gromenet resembles & small donut with flanges sround the mnside and
outside, the {langes on the grommel are placed inlo contact with the drilled hole. Mext, the worker presses the fixture into
the grommeted hole, which can be done from either Ui inside or the outside of the whirlpool bath, spa or tub. The barrel
of the fixture expands the sides of the grommet against the sides of the bole, sealing the hole (by contrast 1o the traditional
fixture, the seal takes place ot the sides, not the front and back. 30 no seslant is required) The barrel is ribbed 1o prevent the
fixture from being peshed back insde the whiripool bath, spa or tub. Becsuse there are relatively few sieps involved in the
Company's installation method, there is less risk of error. In addition, because no silicone sealant is used, the fixture does
not need o set in place, which permits immediste use and minimizes the risk of leaks.

The Company scquired the technology for the proprietary fixture installation riethod through ils scquisition from John
Pinciaro of all of his right, tie and inierest therein and two United States patent srplicstions relsied thereto The Company
and Mr. Pincisro will parbcipsie jointly in exploitation of the fixture installstion method. In October 1997, the Company
formed s new subsidiary, whose shares are owned 80% by the Company's cxdsting, subsidiary Premo-Plast snd 20% by Mr.

Starus of Development of Spa Fixrures

Since its scquisition of the lechnology relating 1o the fixture installation method, the Company has further developed that
technology and has designed and produced working prototypes of the venous fixtures for use in compection with such
method The Company is currently lesting the prototype fixtures and mstallstic : method. [n addition, (he Company has
finalcred o Limited number of components and beta lesting has been completed. . he Company's mansgement expects that,
given availability of the finding, the Company will begin production iesting m the second quarier of 1998 and will
commence commercial sales of its spa and bath fixtires by the third quarter of 1998,

Company's Strasegy with respect to Spo and Bath Ficture Technology

According \o industry data, spproximately 250,000 whirlpool baths snd spes wnd spprosumately 600,000 tubs are sold
annually Management of Premo-Plast estimaies that each wiuripool bath requ:res approxinstely 35-45 fxtures and that
each tub requires approximately 4-6 fixtures.

The Company's stralegy with respect Lo the fixture lechnology is lo establish (s proprietary installstion method and its
fixtures as the industry standard for whirlpool batles, spas end tubs The comp:ay has » threefold plan lo implement this
stralegy upon its commencement of commer—cial production of the focures. Firsl, the Company inlends o expand its
waridorce by hiring employees, most of whom have slresdy been identified and approsched by the Company, expenienced
in the areas of design, production and marketing.

Second, the Company inlends initially to sell its fixtures and license the rig .t o use its installstion method o several
designaied regional manufscturers snd producers of whirlpool baths, spas and wi 4 All of these manufacturers snd producers
were consulied by John Pinciaro, from whom the Company scquired the nghts 1 the propnictary fixture mstallation method
and presently an employes of Premo-Plast, prior 10 and during the penod of development of such method All of these
manulacturers and producers expressed in writing their interest in the imtallatic method and & desire to utilizs that method
and the Company's fixtures once commercially available, although none are re juired to do 0. Among these producers is
ThermoSpas, Inc., 8 company wholly-owned and operated by Mr. Pincisro,

Thard, the Company intends Lo publicize its installstion method and foures jenerally to the whirlpool bath, spa snd tub
industry snd 0 sitend major rade shows.
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Armored Conduir

In Novemnber 1995, shortly afler its formetwn, the Compeny scquirad from Progressive Polymernics, Inc. two Uruled States
patents and a Canadian patent application covering an armored conduit product. The Company is presently involved in
humrﬂmuhwﬂpﬂhlﬂpﬂlnﬂwﬂwhwmﬂhm
spplication for (he armored conduil is protection for nderground clectrical distribution lines. ln meny major citses electne
utility compaenies deliver service via lines that sre nun through underground conduits. The underground conduit method of
distribution is becoming increasingly common in oler cities #s the preferred methad for delivering electnc service o newly
construcied subdivisions, replacing sbove-ground Lines mounted on wood or metal poles.

Onignally, underground conduit was made from hollow creosoled wood or transite pipe made from & mixture of ssbestos
and concrete. Currently, conduit is typically made from either (i) PVC duct encesed in concrete, (i) coment or concreie
tubing or (iii) fiberglass ubing Each ol these types of conduit has distinct disadvantages. PYC duct becomes brittle and
inflexable in cold weather, and mells and bonds o the slectric wire if there i excess heat from = overload condibon. Cement
or concrete oracks casily during transportation and installation and, unless installed st the proper depth, & a result of
above-ground vibrations and stresses, If there is & problem with a portion of a conduit sysiemn (whether PVC duct, cament,
concrele or (iberglass) once installed, the entire system must be removed and replaced.

The product covered by the Company's srmored conduil patents is assembled underground from prefabricsied preces that
are typically two lo four feet in length. Each piece consists of a pre-formed plastic shell that is flled with poursble cament,
Each pre-formed shell has a rectangular aross-section, with a lincar ribbed exterior and tubular interior. Each end of the
pre-formed shell has an exiension thal can be coupled 1o the next section in end-lo-end fashuon.

Polentially, the design of the armored conduit offers several advanlages over other types of condust. First, because the
wmored conduil system is assembled [rom pre-fabricated pieces, if there is a problem wilh a single picce, cnly that piece,
rather than the entire conduil system, noeds Lo be replaced. The problem picce will be replaced with a replacement piece
that has & top and botiom Lalf The bo'tom half of the replacement prece wall first be put in plece and coupled 1o the preces
on either side. The wires will then be placed in the bottom hall of the interior tube. The top hall of the replacement f.ice will
then cover the wires and be coupled 1o the picces oa either nide. Second, the lu.car ribs on the exienor of the pre-formed
shells increase the structural strength of ithe shells and permit them o be interlocked when stacked for siorage or shipmenl,
thereby reducing the risk of damage. Third, the outer plastic shell of the armoned conduil system protects it from waler,
chermicalsy and other elements io which underground conduit sysiems are exposed. As o result of all of these sdvantages, the
armored conduit system can be expected to be more durable than existing types of conduit

The Company has been engaged in limited research and development activities relating 1o the armored conduit, and
expecls, given the availability of Rnding, 10 pursue farther research and development.

Research and Development

Rescarch and development with respect o the srmored conduit technology and the spa and bath fixture technology is
conducted by the Company through its wholly-cwned subsidiary Premo-Plast

The Company spent po money on rescarch and development in 1995 with respeet 1o ity Plastics end Utlity Products

division end estimates that it spent spproscimately 53,650 and 533,750, respectively, in 1996 end 1997 oo rescarch and
development wilh respect 1o such division. Soch division currently hes no cuslomers.

Iniellecrual Properiy
The Company owns two United Sisies patents, isssed in June | 99 snd Mey | 994, respectively, relsting to the srmored
conduit lechnology end also owns & Canadian patent spplication relating lo such lechnology. In sddition, the Company has
filed two applications for & United States patent relating io the sps and bath fixtures and relsted installstion method The
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Company is presently pursuing such spplications with the United States Patent and Trademark Office. The Company has
also filed two applications relating 1o the spa snd bath fixtures and related installation method under the Patent Cooperation
Treaty designating Australis, Canads, China, Jepan and the Europesn Patent Office (up to |8 countries) as recipient
countries. Under such treaty, the Company will have the option (o individually file separate spplications in the designated
countries st an sppropriate future date. In o 'dition, the Company relics on confidentiality sgreements and other laws o
protect its lechnology. The Company believes that it may be possible for thard parties lo develop technology that provides
the sume features as the Company's plastic products withou! infringing the Company's nghts or making use of its proprietary
lechnology.

Competition

Il the Company's armorned conduit is developed into s commercially viable product, it will compete with PVC duct encased
in concrete, cement of concrele tubing and metal tubing, all of which sre catsblished methods. The Company's sps and bath
fixtures will compete with existing types of such fixture. Becsuse the Company's fixtures and installation method permit
single-person sssembly rather than the two-person assembly required by existing products and nstallstion methods, the
Campany believes that use of its fixtures will result in significantly reduced sssembly time and costa

Many of the producers and distributors of products competitive with the Company’s spa and bath fixtures and armored
conduit may have well established repulations, customer relationships snd marketing and distnibution setworks. They may
also have greater financial, technical, manufscturing, mansgement and research and development resowrces than those of
the Coniparny. While the Compeny believes that its spa and bath fixtures and installation method and ity snnored conduit will
have nignificant sdvantages over exdsting rroducts, the Company’s competiiors msy be more sucoessfial than the Compeny
in manufecturing and marketing their products snd may be able to leverage existing relationships 1o obtain & competitive
sdvantage over the Company.

Item 1. Description of Froperty.

Neither the Campany nor sny of its subsidiaries owns any real estsie or plants. All of the operations of the Company and
its subsidiaries are conducted from locations leased from unaffilisted third parties. Following the Major Auto Acquisition,
the Company will own the Major Real Estate

The Company leases spproximaiely 6,800 square feet on two floors in Kew Gardens, New York. The kease for the floor
that the Company currently uses for executive offices and 1o house the Talkie Power Web Line Machines consists of
approvamately 2,800 square foet and expires on March 31, 2001, bist the Company has the option 1o extend the lease for one
ﬂmmnmwﬂ_mmmummm but will be incressed by 3.5% on
compounded and cumulative besis cach lease year. If the Company clects o odond such lese, the base rest for the exienman
penod will be the greater of the base rent on March 31, 2001 st the termmation of the original lease period or the then farr
market rental of the premises.

The lease for the other floor in Kew Oardens, New York consists of spprosdmately 4,000 square feet and is occupied
pursuant 1o the lerms of & sublesse between Major Flest, a1 lessee, and an unreisted third party, es lessor. The lesse expires
on January 14, 2000 snd contsins no renewal provisions, The current annual rent under such lessc is $73,992. Pursant to
an informal errangement, (i) Computer Business Sciences pays such rent on bebalf of Major Fleet, (i) @ portion of the leased
space i used by Compuler Business Sciences for additional office space end (i1} & portion of the leased space is used by
Associales 0 opersie the cusiomer service division of its reselling operations

The Company believes that its current facilities are suitable and sdequate for its curment neads, but expects Lo requere
additional facilities to sccommodate its enticipsied expansion.

Computer Business Sciences (larsel) leases from sn urrelated third perty spproscenstely 1,517 square foet of office spece
in Rasnana, larael. The lease expires on September 1, 1999, but Computer Business Sciences (larsel) has an option o renew
the lcase for en sdditional two-year period. The carrent annual rent under such lesse is $22,620 and will mcresse by 6% on
July 1, 1999,
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Info Systerma leases from en unrelated third perty spproxamately 1,41 5 square feet of office spece in Downsview, North
York, Canada. The lease expires on Ociober 31, 1998, but Info Sysiema has an option Lo renew the lease for an additional
two-year period. The current annual rent under such lease i 519,810 and is not subject io escalstion.

Mejor Subaru subleases from en unrelsied third party spprosamately 2,500 square feet of olfice end mstomobile showroom
space in Woodside, New York. This lease expires on January 31, 1999 and containa no renewal provisions. The current
ennual rent uuder such lease is $69,457.56. Pursuant to s informal arrangement between Major Subaru and Mujor Fleet,
Major Fleet occupies the space and pays the rental payments

In addition, upon the consummation of the Major Auto Acquisition, the Company will have an interest in the following
leases, under which Major Aulo presently pays sggregeie annual rental peyments of $618,000:

Major Chrysler, Plymouth, Jecp Eagle leases from an unrelsted third party spprocamatcly 17,400 square feet of ofllice end
suiomobile showroom end siorage space in Long 1sland City, New York. This leas: expires ou October 31, 2001, but Major
Chrysler, Plymouth, Jeep Eagle has the option to extend the lease for one sdditional ten-year term.

Major Dodge leases from Bruce Bendell and Harold Bendell spprosimalely | 2,000 square feet of olfice and sutomobile
showroom spece in Long Island City, New York. The lease expires on December 31, 1998 and contains no renewal
e

Major Chrysler, Plymouth, Jecp Fagle, Major Dodge and Major Subary lease from Bendell Realty LL.C., & company
wholly owned by Bruce Bendell and Harold Bendell, spproxdamately 40,000 square foet in Long Island City, New York which
is used s a service facility. The lease expires on December 31, 1998 and containa no renewal provisona

Tblhwpwutnﬂn“imhﬂuﬂﬂhﬂ be mequired by Major Acquasition Corp. in connection with the
Major Auto Acquimition; sce “Planned Acquisition™ sbove

Major Auto leases from an unrelsted third party spprosumately 2 000 square feet of lot space in Astona, New York adjscent
10 the main Major Dodge showroom. This lease expired on June 30, 1577 o which time the annual rent was $30,300. Major
Autio is currently renegotisting such lease and remains in possession of the premises under an oral month-lo-month jease.
Major Auto does not believe that this property is material o the operation of Msjor Auta.

Mujar Cheviolet leases from an unrelated third party two adjacen! sutomobude dealership facilities m Long Island City, New
York, comprising spproximately 250,000 square feet. This lease expures on February 1, 2004, but Major Chevrolet has the
option (0 extend the lease for up Lo three additional five-year terma.

liem 3. Legal Procesdings.

On November 12, 1996, the Company and its wholly-cwned subsidianes Compuler Business Sciences and Info
Systems filed an sction in the New York Supreme Court, Queens County sgainst Michael Marom {"Marom®) snd MM
Telecom, Corp. ("MMT"). The Company and its subsidisries are sceking damages of $5,000,000 for breach of contract,
libel, slander, disparagement, violation of copyright laws, fraud and misrepresentation. The Company end its subsidiaries
allege in their complaint that Marom and MMT have violated the terms of & License and Exclusmivity Agreement pursuant
to which MMT guaranteed the purchase of & certain smount of Talkie-Globe Software products snd was granted s exclusve
license 1o sdvertise the Talkis-Clobe product, o train customers and to provide lechnical support. On February 4, 1997, the
defendants filed & counterclaim against the Company and its subsidiaries seeking damages of $50,000,000 for breach of
contract and violation of the Lanham Act The defendants sllege in their counterclaim thal Computer Business Sciences
misappropristed and altered software developed by Maerom in order lo prevent competition with the Company’s
Talkie-Globe. Both parties 1o the litigation have filed responses 1o the counterclaima. The litigstion is procesding and the
pearties are carrently in the process of discovery.

On May 7, 1997, the Company and its wholly-owned subsidiary Computer Business Sciences filed an action in the New
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Tork Supreme Court, New York County, sgainst Network Amenica, Inc. ("Network”). The Compeny and its submdiary sre
seciung damages of $1,000,000 for breach of contract, musrepresentation, fraud and tortious interforence with the Comparry's
business end operations. The Compeny and its subsidiery allege in their compilaint that the information and representations
provided o the Companty by Network, on the basis of which the Compeny antered into a Letier of Intent 1o scquire Network,
were intentionally freudulent end mislesding. On August 18, 1997, Network filed an answer which denied the allegations
and & counterclaim secking damages of 52,000,000 for the Company's alleged missppropristion of proprietary information
and violation of s« NonCompetition A greement entered into by the parties lo the litigation. The litigation: is proceeding and
the partics are carmently in the process of discovery.

The Company believes that ils asserted clsims have menit and that there is 0o basis to the asserted counterclasms, and that
& judgment against the Company and its subsidiarics with respect 1o cither action would not have & matenial adverse effect
on the Company’s finencial condition.

The Company has received notice of  clsim by Mr. Daniel Tepper, of Los Angeles, California. Mr. Tepper had contacted
the Companry claiming to have scquired, through foreclosure of » secunity interest, 12,000 shares of its Common Stock
ariginally issued Lo Progressive Polymerica International, Inc. (*"PPYM") in & privaie plscement. He requesied that the
Company issue certificates representing the shares in question that did oot bear & legend restricting their tranafer, on the basis
that the shares had been held by his predecessor in interest fior  length of tme sufficient (o allow (thewr unrestnicied resale
in sccordance with Rule 144 promulgsied under the Securities Act. The Company was advised by counsel that it should not
issue the unlegended share certificates requested by Mr. Tepper unless be showed that be scquired the relevant shaics in
8 transsction allowing him o take sdvantage of his predecessor’s holding period for the shares in question.

The Compurry’s legal counsel contacied M. Tepper in November | 997, sacking to verify details of the clasmed foreclosune
in order to verify Mr. Tepper's eligibility io take sdvantage of his predecessor's holding period for the shares in question.
M. Tepper never responded o that inquiry, Instesd, on December 23, 1997, Mr. Tepper, scting through counsel, ssserted
8 number of claims against the Company, including claims arising oul of transactions dating back to the 1995 scquimition
by the Company of the srmored conduil palents See "Descripbon of Business-Plastics and Utility Products
Dvamon-Armored Conduit *

The Company has been advised by counsel that Mr. Tepper's claima are without ment. | owever, one of the allegations
made by Mr. Tepper prompied an inquiry by the Company into one of the areumstances of that rensaction.

On Oclober 15, 1996 the Company, Progressive Polymernics, Inc. ("Progresmive’) and PPYM signed & Firsl Amendment
(o the Patent Sale and Purchase Agreement (the “First Amendment”) betwesn Uhem dated November 14, 1995, The Fust
Amendment, which was dated September 30, 1996, setiled u claim by the Campany sgainst Progressive snd PPYM relsted
to undisclosed additional development costs reliled to the srmored condul patents. The Company commenced litigation
against Progressive and PP'YM in which it sought & reduction in the purchase price for the armored conduit patents. The First
Amendment changed the purchase price from $500,000 in cash (o the sum of (1) $100,000 in cash, (id) 160,000 shares of
the Campany's Common Stock and (i) warrants o purchase & fierther 160,000 shares of the Company’s Commaon Stock.

The Company was advised by the President of FPYM, Tearence Davis, prior to signing the First Arnendenent, that the First
Amendment had been approved by a majority of the shareholders of PT'YM. However, Mr. Tepper's clam included an
essertion that the version of the First Amendment that PPYM's sharcholders approved failed 1o include & provision, sdded
Just prior lo signing, giving the Company the right to repurchase 80,000 of the 160,000 shares issuad to PPYM.

Upon receipt of Mr. Tepper's cluim, the Company contacted Mr. Davia, who confirmed on January 5, 1998 that the version
of the First Amendment spproved by PP YM's sharcholders did not include the repurchase provision The reason given by
Mr, Davis was that, 3 President of PP'YM, he believed he had the sutharity io agree (o the repurchase provision an PPYMs
behalf without shareholder spproval,

The Company has scoordingly revived its legal sction that was pending against PFYM and Frogressive sl the tume of the
First Amendment, m which it sought modification of the purchase price due pursuant 1o the Patent Sale and Purchase
Agreement with PP'YM. The Compeny has obtained sn order 1o show cause seeking retum of the $100,000 paid sl the time
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" the First Amendment was signed and retum of the 160,000 shares, which will effectively lerminate the First Amendment.
mam.MHhmﬂhhmhdhmujmmmuhnﬂmm
dmguﬁm-ﬂﬁwﬁudﬂhhw”mwmm
in connection with the patents covered by the Patent Sale and Purchase Agreement. These misrepresentations were the
subject of the legal action referred 1o in the preceding paragraph.
Item 4. Submission of Matters to a Vote of Security-lHelder.

None.

BART I
ltem 5. Markst For Common Equity and Related Stockbolder Matters.
Market Information
On Agpril 2, 1996, the Company's Common Stock was approved for trading 0 theNASDAQ OTC Bulletin Board. From
the time of the listing through March 31, 1998, the high bid price was $6.375 and the low bic price was $1.50, quarter-end

hﬁﬂhbﬁm{umﬂhﬁqﬁﬂ;lmmﬂﬂmmmﬁm
without retail merk-up, mark-down of commission, and may pot reflect scteal transactions:
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Ouarter Ended Hich Bid Low Bid

March 31, 1998 $4.625 $4.00
December 31, 1997 $5.375 $4.00
September 30, 1997 $4.375 $3.50
June 30, 1997 $5.50 $400
March 31, 1997 $6.375 $1625
December 31, 1996 $4.875 $3.75
September 30, 1996 $4.75 $3.50
June 30, 1996 £5.00 £4 00

Sharcholders
Asof April 7, 1998 there were 26| holders of record of the Company's Common Stock.
Dividends

The Compeny has never declared dividends on smy class of "ils securilics and has no present inlentica 1o declare any
dividends on any class of its securities in the future.

Recent Sales of Unregistered Securities

The securities described below of the Company were sold by the Company during 1997 without being registered under
the Securities Act. All such ssles made in reliance on Section 4(2) of the Securities Act were, 10 the best of the Company's
knowledge, made o investors (hat, either alone of together with a representative thal sssisted such invesior in connection
with the spplicable investrment, had such sufficient knowledge snd expenence in financial and businesa matier to be capsbie
of evalusting the merits and risks connected with the spplicable investment.

1. In January 1997, in connection with an informal consulting sgreement between the Company and Ronald Premo, the
Company issued 1o Mr. Premo, 7,500 shares of Common Stock. The consulling services included snalyzing the Company
wnored conduil plastics products, identifying business opportunities for the Company’s Plastics and Ultilities Products
Division and introducing the Company 1o menufacturers, distributors and others in the plastics industry. Such Conmon Stock
was issued in reliance upon the exemption from registration contained in Section 4(2) of the Securities Act. In March 1997,
in commection with en Employment A greement between the Compasty and Ronald Premo, the Company 1ssued 1o Me. Premo,
30,000 shares of Common Stock, 10,000 of which shares will vest upon the completion of each of his first three years of
employment with the Company. Such Cammon Stock was issued in reliance upon the exemption from registration contained
in Section 4(2) of the Securities Act.

2. In February 1997, in connection with the agreement of Ronald Shapss to perform certain consulting services for the
Company, the Company lssued to Mr. Shapss 50,000 shares of Common Stock for an sggregate purchase price of $500.
anﬂnﬂ“h%u““ﬂnmmﬂm‘w
‘mhMMMHM' in relisnce upon the exemplion from registration contained in Section 4(2)

Effective May 1997, pursusnt fo such agresment, the Company granted to Mr. Shapss st no cost optioas 1o scquire up lo
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. 50,007 shares of Common Siock st mn exercise price of $4.50 per share, the fair market value of the Common Siock oo
February 18, 1997, the dale of such agreement. Such options are exercissble for five years from the date of grant. Such
oplions were issued in relisnce upon the exemption from regstration contsmed in Section 4(2) of the Sccurilies Act

3. In July 1997, the Company issued 10 Lewis Giogower, as part of the lerminstion of Mr. Glogower's employment with
the Company, 3,000 shares of Common Siock. Such Common Stock wes issucd in relisnce upon the exemption from
registration contained in Section 4(2) of the Securities AcL

4. In Seplember 1997, in connection with (he execution of the MOU relating to Computer Business Sciences’ scquisition
of the Agenl an aggregaie $5653,750 deposit that the Nissko Principals and Robert L. Rimberg had previously paid towards
the full exercise price of the Class A Warrants was converted 1o a partial exercise of the Class A Warants, Upon such
convernon, the Company issued an aggregate of 523,000 shares of its Common Stock to the Nissko Principals and Mr.
Rimberg. All of such Common Stock was issued in reliance upon the exemption from regisiration contained in Section 4(2)
of the Securities Act.

5. ln November 1997, in connection & Consulting Agreement between Computer Business Sciences mad Bruce A. Hall,
the Company issued to Mr. Hall 10,000 shares of Comman Stock, 3,334 of which shares will vest afier the completion of
Mr. Hall's first year of consulting and 1,333 of which shares will vest afler completion of each of Mr. Hall's second and third
years of consulting Such Common Stock was issued in relisnce upon the exemption from registretion contained in Section
4(2) of the Securities Act and Regulation S under the Secanities Act.

6. In April 1998, the Company issued $600,000 pr acipal smount of its 10% Coovertible Subordinsted Debentures due
1999 (the “Debentures™) tw one institutional investor and two sccredited investors, for aggregate proceeds Lo the Comparry
of $600,000. Such Debentures were issued in reliince upon the exemplios from registration contained in Section 4(1) of
the Secuntics Act

Item 6. Management's Discussion and Analyshs of Financial Coaditien.

The following discussion of the operstions, linancial condition, liquidity and capital resources of the Compeny and its
subsidiaries should be read in conjunction with the Compasy's sudited Corsolidated Firncial Siatements and related notes
thereto included elsewhere herein. The discussion of the operations, financial condition, liquidity snd capital resources of
Major Auto as well as sudited Combined Financial Stsiements and relsied potes thereto for Major Aulo and pro forma
combining financial staternents for Major Auto end the Compasy will be filed by smendment 1o this Annual Report, as soon
s praclicable afler they become available to the Compeny.

This Annual Report also contains, in addition to historical information, forward-loolung satements that involve risks
and unceriainties. The Company's actual resulls could differ significently from the results discussed in the forward-looking
sialements.

Results of Operntions - Year Ended Decamber 31, 1997 and
Year Ended December 31, 1996

Brvzaues, Reverme for the year 1997 resulled in & pet increase of $427,809 or 12.5% 1o 53,862,184 Revenue for
the year 1996 was 53,434,475, The sources for such increase (decresse) were:

The 1997 amounts reflect a full year of operations for both divisions, whereas in | 996 the Compuler Telephouy snd
scquired until the beginning of the fourth quarter. Also, it should be noted that, d-iring the third quarter, & s result of
a decision 1o opersie Talkie Power Web Line machines for itself, he Company stopped the sale of such machines o
master agenis.
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Cout of salez, Cost of sales for 1997, all of which relates 1o the Computer Telephony and Telecommunications
divizion, waa $823 197 compared with $555,792 in the 1996 poriod. This is 8 decrease of ${142,395) or | 4. 7% and
is consistent with the change in operational darection of this division.

Gross profit. Gross profit for the Computer Telephony and Telecommumnications division in 1997 was $2 085 854
which represented & decresse of $123 882, or 6% from the pricr year's gross profit of 52,209,736, Additionally, groes
profit as a percentage of the related revenue increased 1o 71.7% in 1997 over the 69.6% gross profil percentage in
1996. Both the dollar decresse and the gross profit perooniage of revenses incresses are consistent with the decressed
salcs and increased opersting efficiencies.

Stlling. general and edminisiraties cxpenas, Selling. general and sdministrative expenses ("SGAA”) increased
a total of $790,023 10 $1,916,924 in 1997 from $1,126,901 in 1996 Of s increase 165,075 relates to the Computer
Telephony and Telecommunications division and $624,988 is from the Leasing divisicn. SO&A for the Computer
Telepiony and Telecommunications division increased from $935,529 for 1996 (this division commenced operstions
in the second quarter of | 996) 1o §1,100,564 for 1997, a 17.6% incresse. This increase is reflective of an almost full
level of normal sctivity in 1997 compared with the start-up activities in 1996, The increase in selling. general mnd
admunistrative expense for the Leasing division in 1997 is the result of a full year of sctivity in this division which was
not scquired until the fourth quaner of | 996.

Intereat cxpemie, Interest expense was §121,092 for the yoar ended Decernber 31, 1997 compared with $24,132
for 1996, The incresse of $96,960 relsies primerily 1o the debt incurred to finance the vehicles and equipment leased
by the Company's Leasing division during the current year. There was po comparsble amount in the prior year

Lou from joint venturs, The loms from the Nissko Jount Venture was $137,475 in 1997, In the comparable prioe
peniod, operations of this joinl venture had just commenced and resulted in a loss of $32,410

Results of Operations - Fiscal Year Ended December J 1, 1996 and
Flscal Year Ended December 31, 1995

Revenues. Inasmuch s 1996 was the first full year of operations for the Company, all revenue increases resulied
from the comunencemnent of previously planned sctivities and from companies acquired during thal yesr. Revenues from
operating divisions were as follows:

Compuier Telephony and Telecommunications " T 53175528
Leaming

Included in the Computer Telephomy and Telecommunicstions division's sales were $2,637 873 from the sale of
hardwere and $537,635 from the sale of software,

Cout of sales, Cost of sales, aggregating $965,792 for the year ended Decamber 11, 1996 includes the direct costs
of materials, isbor and overhesd included in the Compeny's products sold through its Computer Telephony snd
Telecommunications divinon.

Cirou profic The year 1996 was the first full year of operations for the Company’s Compuler Telephony and
Telecommunications division. (ross profit for thet division for the yesr ended December 11, 1996 aggregated
$2,209,736 or 70.0% of mies. The Compeny snticipates (hat, over Lime, mnusl sales will incresse snd grester cparating
efliciencies will be achieved Srough experience, training and economaes of scale. Managerneni believes that as o result,
gross profil for the Company's Computer Telephone snd Telecommunieations division will increase in terms of both
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dollars and percentage of sales.

Selling, gencral and adminireiive gpense, Selling, general sad administrative expenses, which smounted (o
51,125,901 in 1996 ($2,041 in 1995), mclude payroll mnd relaied expense attnbutable to serior mansgernent (although
Mr. Bendell, Chairman, end Mi. Coben, Chief Executive Officer, President and Treasurer of Company waived
compensstion from the Company in 1996), fnance, sysicins, sales, marketing and office administration, personnel,
facilities costs and general office expenses pertaining to these functions, &s well &3 cutside professional fees. The
increase in such expenses betwoen 1996 and 1995, which were $913,487 for the Computer Telephooy and
Telecommumications division and 5191 371 for the Lessing divison sre siinbulable io the commencement of planmed
activities for the former and the scquisition in October 1996 of the laier

{mteresi gxpense. The increase in imderest expense of $19,757 0 $24,132 in 1596 from $4,375 m 1595 relates
primarily to the debt used to finance the vehicles and equipment leased by the Company's Leasing division which was
scquired in Oclober 1996 and, 10 » besser exdent, 10 interest on debt due from the scquisition of the Company's
Computer Telephony and Telecommumications division in April 1996

Loz on joing yenmury. In March 1996, the Company's Computer Telephony and Telecommunications division
formed & joint veniure (the *Nissko Joint Venture") named Nissko Telecom, L P, & limiled pertnersiup. The general
pertner of Nisslo Telecom, LP. is ooe of the Company’s master agenia. The Company has & 45% inlerest in the Nissko
Joint Venture, whose purpose is (0 market snd sell the svailable ielgphone time genersted by the Company's Talkie
Power Web Line Machines purchased by this masier sgent. Because 1996 was the stari-up year, the Nissko Joint
Venture incurred expenses disproportionst. ko its revenue generstion and suffered from stari-up inefliciencics. This
resulied in u Joss to the Company of 332,410

Liquidity and Capital Resources - December 31, 1997

The Comparry's primary source of liquidity for the year ended December 31, 1997 was $1,624 601 from its nel tncome
of $369.115, as adjusted by net non-cash charges, which aggregated §1,255,462. Thus net increase in cash wes more than
offset by (a) the net incresse in assets of $1,730,584 (resulting primarily from an incresse i accounts recervable of
51,471,082, prmanly sttributable o the Computer Telephony and Telecommmuniceons division s a result of the stralegic
decinion o scquire the master agents’ lerrilonies and equipment.  The recervables are expected 10 be collected ps part of the
scquisition.) and (b) a net decrease in lisbilities amounting 1o $189.974 (primanly sttributable 1o decressss ia due 1o
affiliates of $102,097 and sccrued expenses of $121,349, partially offsct by an increase m scoounts payable of $11,689)
The net result was & use of cash in operating sctivities of $295,957

The Compeny's investing sctivities, i.e., sdditions 1o property and equipsent, primanily cars snd trucks purchesed for the
Leasing division, used cash of $708, 108 which was significantly offset by $646.717 provided by the Company's financing
sctivities, of which $653,750 resulted from the proceeds from the exercise of warrants io purchase commaon siock. Cash
from lines of credit and long-term debt were substantially offsct by payments of long-term debt.

The foregoing sctivities, i.c., opersting, mvesting and financing, resulied n a net cash decrease of $357,295 for the year
ended December 31, 1997.

available credit from banks and other lenders, future equity offerings and the consummation of the Major Ao Acquesition
will be sufficient io finance its curment operstions, planncd expansion snd isicrnal growth for sl least the nod 24 months.

Liquidity and Capital Resources - December 31, 1996
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Afer its initial investor financing during the first quarter of 1996, the Campany”s primary source of liquidity was its cash
flow from operstions. Net cash provided by operating activities in 1996 was $147,941 on net income of $675,966 (net of
non-cash charges of $725,433), offfset by changes in working capital of $1,263,958. Such changes in working capital are
principally attributable to (i) incresses, by the Leasing division, in net financing leases of $1,612,675 and (i) increases, by
the Computer Telephony and Teleommunications division, in inventories, amounting to $15,026. These increases were
offset, in part, by the incresse in smounts due o affilistes of $26,127.

Net cash used in investing sctivities in 1996 was $815,962 and related, primanily, lo the scquisiion of the Company's
computer Telephoay and Telecommunications divimon.

Cash flow gencraled from Gnancing sctivitics in 1996 aggregated $1,203,179. The net proceeds from the issuance of
common stock end the exercise of warments scoounted for $973,500 of this amount.

The Company, through its Leasing division, has srrengements with various banks end sutomotive lenders 1o finance leased
vehicles and equipment.

ltem 7. Fiaancial Statements
ltem 8. Changes in and Disagreements With Accountants on Accounting and Financial Disclosure.
None.

PART LI

ltem 9. Directors, Executive Officers, Promoters and Control Persons; Compllance With Section 16(a) of the
Exchange Act

The names, sges and principal cocupstions of the Directors and Exesutive Officers of the Company are s follows

HNamg At Esaitien, Term In Officy
Bruce Bendell 41 Chaurman of the Board
President, Chiel Executive Officer, Treasarer and a
Doron Coben 41 Direcior
Richard L. Feinstein 54 Chiefl Financial Officer
Glezan H. Bank 46 Secretary
Yosm Koren 48 Director

The following is a brief deseription of the professional experience and background of the directors and executive officers
of the Company

Bruce Bendell Mr, Bendell has served as the Company’s Charrman of the Boerd since its incorporston in November
1995. Mr, Bendell has served a3 the President and s director of Major Chevrolet and its affilistes since December | 985,

Doron Coben. Mr. Coben has served as the Pressdent, Chiefl Exccutive Oficer, Tressurer snd & direckor of the Company
since its incorporation in November | 995, From 1991 1o 1995, Mr. Coben served s President snd Chiell Executive Officer
of Holtman Enterprises, s construction end interior design company.

Richard L. Feinsteln. Mr. Feinstsin has served as the Company's Chiel Financisl Officer since December 1797, From

1994 o December 1997, Mr. Feinstein maintsined his own finsncial and management consulting practice. From 1989 o
1994, Mr. Feinsicin served as Managing Direcior and Chief Financial Officer of Employes Benefit Services, lnc. From 1978
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to 1989, Mr. Feinsicin was & partner in KPMO Peat Marwick and a predecessor firm.

Glenn H. Bank Mr. Bank has served as the Secretary of the Company since June 1997. Mr. Bank has boen » practicing
aflorney since |979. Mr. Bank i3 a sole practitioner with an office in New York City.

Yossl Koren. Mr. Koren has served as & direcior of the Company since Apnl 1996, Mr. Koren founded Nissko Jewelry
Trading. Inc., 8 jewelry manulacturer based in Mow York City, in 1983 and bes served ss its Chiel Executive Officer since
hat time.

The following persons, although not executive olficers of the Company, we regarded by mensgement as key personnel:

Zvi Barak. Mr. Barak has served as the Director of Rescarch and Development of the Compamy's Compuler Telephoay
and Telecommunicstions division sinoe April, | 996. From 1991 1o Auges 1996, Mr, Barak served as President of Info

Systema.

Moise Benedid. Mr. Benedid has served as the President of the Company’s Canadian subsidiary Info Systems since
August 1996, From November 1554 through July 1996, Mr. Benedid served as Vice President in charge of markeding and
technical support for TelePower International, Inc., where he was responsible for the sale in Canada of franchises based on
the Talkie® technology. From December 1992 to November 1994, Mr. Benodid served as President of Powerpomt
Microsysiems, Inc, and from August 1989 o December 1992, be served ms President of Computer Junction, a
Toronto-based computer retsil store.

Bruce Hall Mr. Hall has served as Vier Presideni of Operations of the Company since March 1998, From November
1997 to March 1998, Mr. Hall was a consultant to the Compeany. For the tharty years prior o that time, he was with Bell
Atlantic (NYNEX), most recently as their Director of Operations for the Barough of Queens, New York.

Michael 5. Lakin. Mr. Lukin has served a5 the President of the Company's subsidiary Computer Business Sciences
(lsrael) since Oclober 1996, From January | 996 to Oclober 1996, Mr. Lukin served &3 a sccuritics broker for Weiner,
Abrahms, and from 1990 to January | 996 he served as a secunities broker for Kemn Sualow Secunibies.

John Pinclare. Mr. Pincisro serves as Vice-President of the Company’s ssbridiary Preme-Plast since January 1, 1997
end will serve as the President of the subsidiary of the Company formed in October 1997 1o exploit the Company’s spa Gxture
technology. Mr. Pinciaro hes served s the Chief Executive Officer of ThermoSpas, Inc., a mamfacturer and distnbutor of
spas, since il inceplion in | 983,

Ronald K. Premo. My, " remo het served aa the President of the Company's subsidiary Premo-Plast sinoc January 1997.
In 1993, Mr. Premo founded and has since operated R K. Premo & Associstes, s manufacturer's representative agency for
the plestics industry. From 1987 1o 1993, Mr. Premo was @ Manufscturer's Representative for W, Mitscher, [nc

Paul Vesel Mr. Vesel has served as the Exscutive Vice President for Sales & Marketing of the Company's subsidiary
Computer Business Sciences since Novernber 1996. From May 1995 lo Novamber 1996, Mr. Vesd was employed by MTC
Netsource, a ielecommunications company, where he was responsible for product development and from 993 1o 1995, be
served as Director of Ewropean Sales and Marketing for ATC Distributing. From November 1o 1993, Mr, Vesel was o
Managing Partner of Focus International, an international trade and marketing consulting company,

The term of office of each person elected as & Director will continue until the Company's next Annual Meeting of
Sharcholders or until his successor has been clecied.

Compliance with Section 16(a) of the Exchange Acl
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Section 16(s) of the Securities Exchange Act of 1934 requires the Company’s oflicers end direcion, and persons
who ewn more than len percent of a registered class of the Company's equity securities, 1o file reports of ownership and
changes in ownership with (he Securitics and Exchange Commission (the "SEC"). Officers, direciors and grester then ten
percent stockholders are requined by SEC rgulstions to fianish the Company with copies of all Section 16(a) forma they
file.

Based solely on its review of the copies of such forms received by il, or wrilten representations from cestain
reporting persons, the Company belioves that during Fiscal 1997, its officers, directors, and grester than ten-percent
beneficial owners have not complied with all appiicable Section 16(a) filing requirements. The process of bringing such
persons in complisncewith all spplicable Section 16(a) filing requirements is currently being undertaken

Item 10. Execuilve Compensation.

Summary Compensation Table

The following table sets forth information for each of the Company's fiscal years ended December 31, 1997 and 1996
concerring compersation of (i) all individuals serving as the Company's Chief Executive Officer during the flscal year
ended December 31, 1997 and (i) each other executive officer of the Company whose (ol annual salary and bonus
equaled or exceeded $100,000 in the fiscal year ended December 31, 197

Annual Compenaation
All

Other

Other
Name and Principal Position Year Salary(§) Bonus(l; (f)Anoual Compensation(§)

Doron Cohen 1997 206, 500(1)
President, Chief Executive Officer and 1996 200,000
Treasurer (since November 7, 1999)

S o
ao

0
1]
0
o

Bruce Bendell 1957 178,080(2) 1] Q
Chairman (since November 7, 1995) 1996 15864002 0 162,500(3)

Zvi Barak 1997 150,000 0 23,000(4) 0
Director of Rescarch and Development 1996 105,000 0 23,000(4) 0
{Sirce April 18, 1996)

(1) Mr. Cohen waived his salary from the Coampany for the years ended December 31, 1997 and 1996, This salary will
ot accrue. Mr. Cohen was paid a salary in 1997 and 1996 of $56,500 and $30,000, respectively, from Computer
Business Sciences.

{2) Mr. Bendell waived his consultant’s foe from the Company for the years ended December 31, 1997 ard 1996, This
fee will not accrue. Mr. Bendell received $28,080 and $8,640 a3 management fees from Major Fleet for management
services performed in 1997 and during the fourth quaner of 1996, respectively.

(3) Represents warrants to scquire 50,000 shares of Comman Stock issued 1o Mr. Bendell on October 2, 1996 & & signing
bonus under 8 mansgemenl agreement with the Comparry o manage the operstions of Major Fleel. These warranis sre valuad
based upon the difference between the exercise price of $1.25 per share and e closing bid price on the OTC Bulletin Board
of $4 50 per share on (he date of ismeance,
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{4) Includes $5,000 for life and dissbility insursnoce premiums and $ 18,000 snnual sutomobile allowsnce

Option Grants Table

Mo individual grants of stock options ‘were made during the fiscal year ended December 31, 1997 10 any of the executive
officers of e Company named in the Summary Compensation Table,

Aggregated Opilon Exercises and Flscal Year-End Option Value Table

Mo stock options were excrcised during the fiscal year ended December 31, 1997 by any of the exscutive offioers mmed

in the Summary Compensation Table. The vaiue of unraercised options held by any such persors as of December 31,
1997 was as follows for Bruce Bendedl (the only such option holder):

Total rumber of shares underlying unexercised options 50,000
Exercisable options 50,000
Unexercisable option -0-

Value of in-the-money options $162,500(1)

(1) Represents warrsnts o scquire 50,000 shares of Common Stock issued to Mr. Bendell on October 2, 1996 as s
signmng bonus under & mansgement agrecment with the Company o manage the operations of Major Fleet.

Compensation of Directors

Directors of the Company are not compensated for thewr services. The Company reir burses directors for their expenses
of sttending meetings of the Board of Direciors.

As of November 7, 1995, the Compeny’s date of incorporation, the Company entered into a Consulling Agreement with
Bruce Bendell, its Chairman, pursusnt 1o which he serves a3 8 business, management and financial consullant lo the
Company for a period ending on December 31, 1998, subject to successive one-yesr extensions sl Lhe option of the
Company. Mr. Bendell receives sn annual consulting fee as determined by the Company’s Board of Dyrectors from tme o
tume, bul pot less than $150,000. The consulting fee is subject 1o & yearly cost-ol-living adjustment snd may also be
retroactively increased based upon the Company's profits per cutstanding share of Common Stock for the applicebls year,
The availsble percentage increase in consulting fee as & result of profits ranges from 5% for bresk-even results 1o | 50% for
carnings per share exceeding $1.00 per share. Mr. Bendell is also entitied o 8 bonus in such smounts end o such limes as
determined by the Company's Board of Directors. In addition, the sgrecunent provides that Mr. Bendell is entitled 1o vanious
fringe benefits and is entitied 1o participsie in sy incentive, stock option, deferred compensstion or pension plans established
by the Company's Board of Directors. Mr. Bendell has agreed not 1o disclose confidential information relating 1o the
Company and has agreed not ko compete with, or solicit employees or customens of, the Company during specified periods
following the bresch or termination of his sgreement 1o serve a3 s consultant 10 the Company.

Employment Coniracts and Termination of Employment, and Change ln Control Arrangements
Doron Cohen. As of Novernber 7, 1995, the Campany's date of incorporation, the Company entered indo en Employment
Agreement with Doron Coben, pursaant 10 which be serves ss the Company's President, Chief Exscutive Officer and

Tmhlﬂﬂ.hm“ﬁl.lmﬁlﬂum“mnhmdh
Company. W. Coben receives sn arzmsl base salary as determmed by the Campany's Board of Directors from tume 1o tme,
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but not lesa than $1 50,000, The snnual sslary is subject 1o & yearly cont-of-living adjustment and may also be retroactively
increased besed upon the Compeny's profits per cutstending share of Common Stock for the spplicable year. The available
increase in salary as a result of profits ranges from 5% for break-gven results 1o 1 50% for earnings per share in
oxcess of $1.00 per share. Mr. Coben is also entitled 10 & bonus in such smounts end sl such times as determined by the
Company's Board of Directors, In addition, the agreement provides that Mr. Coben is entitled 10 various fringe benefits under
the sgreement and is entitled 1o perticipate in any incentive, stock option, deferred compensation or pension plans estsblishesd
by the Company's Board of Directors. Mr. Cohen has sgreed not 1o duclose confidential information relsting 10 the Campany
and has agreed not o compete with, or solicit employees or customers of, the Company during specified peniods following
discontinusnce of his employment for any resson other than a Lerminstion for cause.

Zvl Barak. As of April Il.l!ﬁ.hﬁmmﬂhnn&phmﬁymﬂhlﬁﬂrﬁ.mhm
he serves as the Company's Director of Research & Development for s period ending on April 30, 2001, subject 0 a
one-year extension st the option of the Company. Mr. Barak receives an monual base salary s determined by the Company's
Board af Directors from time o time, bul nol bess than 51 50,000, The snnual salary is subject (o & yearly cost-ol-living
adjustment and may also be retroactively increased based upon the Company's profits per outstanding share of Commaon
Stock for the spplicable year. The svailable percentage increase in salary as a resull of profits ranges from 5% for break-even
results to | 50% for carnings per share in excess of $1.00 per share. Mr. Barak is also entithed o & boous mn such smounts
and 81 such times as determined by the Company's Board of Directors and 10 an annual royalty incentive in an amount oqual
to 2% of gross revenues received from sales of new products developed ender s direction. In sddition, the sgreement
provides thal Mr. Barak is entitled to vanious fringe benefils under the sgreement, including sn snsual allowsnce of $5,000
for dissbility insurance snd 518,000 for the purhase or lease of an sutomobile, and s entitled 1o participsie in any incentive,
stock option, defermed compensstion or pension plans esteblished by the Company’s Board of Directors. Pursuant 1o the
sgreement, the Company established o research and development facility in lsrael and, in the evenl thai Mr. Barak clects lo
establish residence outside of lareel, the Company has agreed (o establish snother research and development facility in the
location where Mr. Barak establishes his residence. The Company spent approsdimately $25.000 to open the research and
development facility in Isreel and spends spprosumately 527,600 per month to operste such [acility, Mr. Barak is obligated
1o pay the expenses of relocating himsell 1o lersel snd 1o sny subsequent residence Mr. Barak has agreed not to disclose
confidential information relating to the Company’s business and has agresd not to compete with, or solicit employees or
customers of, the Company during specified periods if he remgns, is iermmated for cause or if his employment agreement

Indemaification of Direcior and OfTicers

Under the Nevada General Corporstion Lew, a3 emended, & direcior, officer, employee or agent of & Nevada corporstion
may be entitled Lo indemnification by the corporstion under certain circumsiances agansi expenses, judgments, fines and
amounts paid in setthement of claims brought against them by a third person or by or in right of the corporstion.

The Company s obligsted under its Articles of lncorporation to indemnify amy of its present or fonmer directons who served
at the Company's roquest as s direcior, officer or member of another organiration against cxpenses, judgments, fines and
amounts paid in settlement of claims brought against them by a third person or by o in nght of the corporation if such
director scted in good faith or in & manner such director reasonably believed 1o be in, or not opposed o, the best interesta
of the Company and, with respect (o any criminal action or proceeding, if such director had no resson 1o belizve his or her
conduct was unlewful. However with respect to any sction by or in the right of the Company, the Articles of lncorporstion
protubit indemnificstion in respect of any daim, issue or matier &3 o which such direcior is adjudged lisble for peghgence:
or misconduci in the performance is his or her dutics to the Company, unless otherwise ordered bry the relevant court. The
Compary’s Articles of Incorporstion also permil i to indemaify other persons excepl against gross negligence or willful
misconduct

The Company is obligsied under its bylaws o indemnify its dirociors, officers snd other parsons who have scled m
representatives of the Company sl its request 1o the fullest exient permitiod by spplicable law as in effoct from time 0 Lme,
excepl for costs, expenses o payments in relstion 10 sy manear e lo which such officer, direcior of represenistive o finally
adjudged derelict in the performance of his or ber duties, unless the Company has received an opinion from independent
counse] that such person waa not 8o derefict,
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In addition, pursuant to indemnification sgreements that the Company has entered into with each of its directors, the
Company is obligsied to indemnify its directors 1o the fullest extent parmutied by applicable corporate law and its Articies
of Incorporation. The indemnification agreements also provide that, upon the request of & director and provided that director
undertakes to repsy amounts that tum out not 1o be reimburssble, that director is entitled (o reimbursement of litigation
expenises in advance of the final disposition of the legal procesding

The Company’s indesrmification obligations ere broad encugh to permat indemnification with respect to habilibes ansing
under the Securities Acl lnsofar as the Company may otherwise be permitied to indemnify its directors, officers and
controlling persons sgainst lisbilities erising under the Securities Act or otherwise, the Company has been advised that in
the opinion of the Commission such indemnification is agamst public policy &3 expressed in the Securtbes Acl and is,
therefore, unenforceable.

The Nevads General Corporation Law, as amended, also permits & corporation 1o limit the personal lLiabilily of its officers
and directors for monetary demages resulting from a breach of ihesr fiduciary duty 1o the corporstion end its stockholders
The Company's Articles of Incorporation limit director liability to the maximum extent permiited by The Nevads General
Corporation Law, which presently permits limitation of director lisbility except (i) for s director’s acts or omissions that
involve intentional misconduct, fraud or & knowing violation of lsw and (1) for a director’s willful or grossly pegligent
violation of a Nevada staluiory provision thet imposes personal Liabality on directors for improper distributions o
stockholders. As a resull of the inclusion in the Company’s Articles of Incorporstion of this provision, the Company's
stockhoiders may be unable to recover moretery damages against direciors as a result of their breach of their fiduciery duty
to the Company and its stockbalders. This provision does not, bowever, alect the availability of equitable remedies, sach
&s injunctions or rescission besed upon & bresch of fiduciary duty by » durecior.

The Company does nol maintain any lishility insurance for the benefit of its officers or durectors snd has no present plans
to oblain such wnsurance.

ltem 11. Security Ownership of Certala Beneficlal Owners and Mansgemeni.

The following tables sets forth information with respect W the beneficial ownership of each class of the Company's
securitics as of December 31, 1997, before and afler giving effect 10 the sale of Common Stock offered hereby, respectively,
by (1) each director of the Company, (ii) cach executive officer of the Comysany, (i11) all direciors and executive officers of
the Company as e group and (jiv) esch person known to the Company 1o own more than 5% of any class of it securities

| 996 Mapor Senes of
Convertible Preferted
Common Stock Slock(2)
Neme and Address{]) Number Peroenl Mumber Perceni
Bruce Bendell 2,850,010(4) 39.6% 5,000(5) 0%
Doron Coben 2,500,000 (6) 363% -
Glenn H. Bank 1,400
Yossi Koren 41000 T.0%
Zvi Baruk 250,000 (B)  1.6%
Richard L. Feinstein
All dsrectors and execu-
tiveofficers as s group  6,105518(%) 81.2%
Avraehan Nissanien S0632%10)  7.0%
Chmuel Livian 502,75%(11) 1.0M

Harold Bendell 350,000 (12) 4.9% I:s.ﬂ;m:} S0%




Fepresents less than | % of the outstanding shares of Comemon Stock.
(1) Based on 6,895,700 shares of Common S'ack cutstanding on December 31, 1997,
(2) Based on 250,000 shares of the 1996-MAJOR Series of Convertible Prefirred Stock outstanding on December 31, 1997.

(3) The address for each beneficial owner is /o Fudelity Holdings, Inc | 80-02 Kew Gurdens Rd., Suite 5000, Kew Gardens,
NY 11415.

(4) Includes (i) 10 shares of Common Siock owned by Bruce Bendell's wife and the following shares of Commeon Siock
which Bruce Bendell has the right to acquire within 60 days: (a) 250,000 shares of Common Stock, the mintmum number
of shares of Common Stock into which the 125,000 shares of the |996-MAJOR Series of Convertible Preferred Stock
benefically owned by Bruce Bendell are convertible and (b) 50,000 shares of Common Siock which Bruce Bendell has the
right 1o scquire upon the exercise of werrants. Does not reflect & proxy giving Mr. Bendedl the scks nght 1o vole an additonal
500,000 sheres of Common Stock issued pursusnt ko the MOU for a period of two years. See "Description of
BusmessComputer Telephony and Telecommunications Division- Tallde-Restructuning of Nissko Arrangements. * Does not
reflect Mr, Cohen's agreement to give Bruce Bendell & proxy to vote 750,000 of Mr. Cohen's shares duning the two-year
peniod commencing on Oclober 14, 1997,

(5) All of such shares of the 1996-MAJOR Series of Convertible Preferred Stock are held in a trust crested under the law
of Gibraltar. Bruce Bendell is the principal beneficiary of such trust

(6) Does not reflect Mr. Cohen's agreement to give Bruce Bendell & proxy to vots 750,000 of Mr. Coben's shares during the
two-year peniod commencing on October 14, 1997.

(7) Includes (i) 1,350 shares of Common Slock owned by members of Mr. Koren's immediate family, (i) 3,508 shares of
Common Stock representing one-third of the 10,526 shares of Common Stock owned by Nissko Jewelry Trading, Inc.,
& company 33-1/3% owned by Mr. Koren, sad (iii) 315,667 shares of Common Stock representing spproximately
one-third of the 977,000 shares of Common Siock that the Nissko Princapals have the right 1o soquare within 60 days
upon the exercise of the Class A and Class B Warrants. The MOU provides that upon execution of the definitive
documentation, Mr. Koren will recaive (i) 257,500 sheres of the Compeny's Commeon Stock, transfer of which will be
resincied ior bwo years e described under "Description of Business—Computer Telephony and Telecommunications
Divimon- Tallce-Restructuring of Nissko Arrsngements.” and (i) warrants to scquire up o 68,917 shares of Common
Stock which will be exercissble within 60 deys. Such warranis represent & portion of the unexercised balance of the
Class A Warrants. The Class B Warrants (exercisable for 750,000 shares of Common Stock in the sggregate) have
expired by their toms. See "Descripion of Business—Computer Telephony sod Telecommumucations
Dhivisaon-Talkie-Restructuning of Nissko Armngements *

(B) Includes 125,000 shares of Common Siock owned by Mr. Barak's wife

(9) Includes (i) 126,360 shares of Common Stock owned by immediate family menbers of directors snd executive officers
a3 a group, (i) 3,508 sheres of Commaon Siock representing one-third af the 10,526 shares of Common Stock owned
by Nissko Jewelry Trading, Inc., s compay 13- 1/3% owned by Mr. Koren, and (i) 625,667 shares of Common Slock
that the directors and executive officors as a group have Lhe right to scquire within 60 days.

(10) Includes (i) 3,360 shares of Cammon Stock owned by members of Mr, Nissaniasn's imemediste family, (i) 3,508 shares
of Common Stock representing one-third of the 10,525 shares of Common Stock owned by Nissko Jewelry Trading,
Inc., 1m!1—lﬂﬁnﬁdhhhli—n.lﬂ[m) 325,667 shares of Common Siock representing

one-third of the 977,000 shares of Common Siock thet the Nissko Principals have the right to soquire
within 60 deys upon the exercise of the Class A and Class B Warranis. The Class B Werrmnts have expired by ther
terms. The MOU provides that upon cxooution of the definitive documentation, Mr. Nissanisn will recerve (i) 257,500
shares of the Compamy's Common Stock, ranafer of which will be restricied for two years s described under
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*Description of Business-Computer Telepbony snd Telecommumicstions DivisionTalkie-Restructunng of Nissiko
Asrrangements,” and (ii) warrants to scquire up 1o 68,917 sheres of Cossmon Stock which will be exercisable within
60 daya. Such warmants represent & portion of the unexercised balance of the Class A Warrnols. The Class B Warrants
(exercissble for 750,000 shares of Common Siock in the aggregate) beve expired by their lerma. See "Description of
Business-Computer Telephony and Telecommunications Division- Talice-Festructuring of Nissko Arrangements ”

{11) Includes (i) 3,508 shares of Common Stock representing one-third of the 10,526 shares of Common Slock owned by
Nissko Jewelry Trading. Inc., s company 33-1/3% owned by Mr. Livien, and (ii) 325,667 shares of Cou.unon Stock
representing spproximately ane-third of the 977 000 shares of Comman Siock that the Nissko Princ pals have the night
10 scquire within 60 days upon the exercise of the Class A and Cless B Warrants. The MOU provides that upon
execution of the definitive documentation, Mr. Livian will receive (i) 257,500 sheres of the Company's Comman Stock,
transfer of which will be restricted for two years as described under “Diescription of Business-Computer Telephony
and Telecommunications Division Talkie-Restructuring of Nissko Amengements,” and (ii) warrants (o scquire up o
8,917 shares of Common Siock which will be exercisable within 60 deys Such warrants represent a portion of the
unexercised balence of the Class A Warrants. The Class B Warrants (esrcisable for 750,000 shares of Common Stock
in the sggregeie) have expired by their loma See “Descrippon of Business-Cumputer Telephony and
Telecommunications Division-Tallde-Restructuring of Nissko Arrengemenis *

(12) Includes the following shares of Common Stock which Harold Bendell has the right 1o scquere within 60 dayx: (i)
250,000 shares of Common Siock, the minimum number of shanes of Common Stock into which the 125,000 shares
of the 1996-MAJOR Series of Convertible Prefarred Stock beneficially owned by Harold Bendell sre converuble and
(ii) 50,000 shares of Common Stock whic™ Harold Bendell has the nght 10 acquire upon the exercise of warmants,

(13) All of such shares of the 1 996-MAJOR Series of Convertible Preferred Stock are heid in » trust crested under the
law of Gibraltar. Harold Bendell is the principal beneficiary of such trast

Item 12. Certain Relatlonships and Related Transactlons

Ser "Exccutive Compensation-Lmployment Contracts and Termination of Employment, end Change in Control
Arrangements” for 8 description of (i) the Employment A greement betweea the Company and Doroa Coben, its
President, Chief Executive Officer end Treasurer and ane of its directors, sad (i) the Employmenl A greement between
the Company and Zvi Barak, its Direcior of Resesrch and Development

Sce "Executive Compensation-Compensation of Directors” for & descniplion of the Conmuiting Agrooment between (he
Company and Bruce Bendell, its Chairman,

See "Executive Compensation- lndemnification of Directors and Officers” for # description of indemnification agreements
between the Company and each of its directors.

In October 1996, the Company scquired from Bruce Bendell, the Compesy's Chairman, and his brother Harold Bendell
all of the issued and ocutstanding stock of Major Fleet. In exchange for therr shares of the common stock of Major Fleet, each
of the Bendells received (i) 125,000 shares of the Company's 1996-MAJOR Senies of Convertible Preferred Stock and (i)
s & result of Major Flee's financial performance prior 1o the closing of te exchange, 50,000 shares of the Company's
Common Stock. See "Description of Securitics-Prefermed Stock.®

In connection with the Company's scquisition of Major Fleet, the Bendells snd the Campany exdered into & management
agreement pursuant o which the Bendells have the exclusive right and cbfigation to manage the motor vehicle lessing
sctivities of Major Fleet. The management sgreament is for & term ending oa Decernber 31, 2001. In connection with the
mansgement sgreement, the Company issued 1o each of the Bendells warmants 1o purchase 50,000 sheres of the Company's
Common Siock for $1.25 per share. The managemen! sgreanent also provides that the Bendells will reccive s management
fee ennually in an emount equal o the balance remaining afler deducting from the anousl gross revemses of the molor vehicls
leasing activities of Major Floet the following: (i) Major Fleet's costs of finsncing and operating its wehicle leasing activities,
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(1) s corporste mansgement foe in an emount equal o 15% of Major Flect's net income 16 cover overbead costs of the
Company allocable 1o Major Fleet and (jii) income derived from the leases to which Major Fleet was a party on the date of
closing of the Company's scquisition of Major Fleet.

Following the planned scquisition of Major Aulo by the Company, Bruce and Harold Bendell will continue 1o be
responsible for senior-level mansgement of the dealerships. The Bendell brothers and the Company expect that this
continuity of senior menagement will facilitste obtaming the manufacturery’ consents 1o the transfer of the dealerships o the
Compamy. The Bendell brothers' menagement control will be acoomplished through (1) their ownarship of 100 shares of ithe
Company's 1997A-MAJOR AUTOMOTIVE GROUP Sertes of Preferred Stock (of which shares Bruce Bendell haes a proxy
to vole the 50 shares of the 1997A-MAJOR AUTOMOTIVE OROUP Serica of Prefermed Stock owned 'y Harold Bendell
for a seven-year period commencing on January 7, 1998) which carries voting rights sllowing them lo elect & majority of
the Board of Directors of Magor Auto, and through (ii) & reisted management sgreement, discussed mmediately below, See
*Description of Securities-Preferred Stock- [ 997TA-MAJOR AUTOMOTIVE GROUP Series of Preferred Stock” below

To further facilitate obtaining the required manufscturers’ consents, the Bendellr sid the Company have entered into &
mansgement agreement pursiant |o which the Bendelly will have the exclusive right and obligation to menage the sutomobile
wmw&mhmﬂmquMMnﬂqmm
dﬂhﬁphhmqmnhhﬂ The management agreement is for & lerm ending on December 31,
2002 end may not be earlier terminated unilsterally by the Compeny, If the Company continues to own sutomobile
dealerships at the end of the term, the managensnd agreement may be omlsierally extended by the Bendell brothers in order
to maintain the level of management control that will svoid the need 1o seek further manulacturer consents. Should either
of the Bendell brothers cease managing the deslerships, the management agreement provides (hat ownershup of his
1997TA-MAJOR AUTOMOTIVE ORCUP Series of Preferred Stock shares and his mansgement rights under the
management agreement will be sutomatically transferred (o the other, and should both brothers cease managing the
dealerships for any resson, the shares and management rights will be automatically transferred 10 8 successor manager
designated in & successor addendum lo each deslership agreement or, failing such designation, 10 & successor manager
designaled by the Company (subject o spproval by the spplicable manufacturers). As noled in the prior paragraph, Bruce
and Harold Bendell will retain the right to elect a majority of the directors of Major Auto (and possibly other affiliates in the
future) in order to facilitate obtaining the required manufacturers’ consents. Should the Boards of Directors of Major Auto
end the Company disagree as (o a particular course of action, Major Auto would nonetheless be able (o take the action in
question, except that the management sgreamant probubits cartain sctions without the prar sppeoval by the Company's Board
of Directors. Those sctions are (i) disposing of sny of the Major Auto dealershipa, (ii) sequining new dealerships, mnd (ii1)
the Company incurring liability for Msjor Auto indebledness

As compensation for their performance under the management sgreement, the management agreement provides that the
Bendells are entitled 1o receive initially the same compensation that they theretofore received from the dealerships lo be
scquired as part of the Major Auto Acquisition. As compensation from such dealershups in 1996, Bruce Bendell received
# salery of $104,000 and a borus of $300,000, ssd Harold Bendell received a salary of $104,000 and & bonus of $180,000.
Such compenaation will be increased in 8 manner Io be negotisted upon expansion of the operstions of those dealerships
or the Company's scquisition of new deslerships. The compensstion that Bruce Bendell is entitled to receive under the
management agreement 8 in addition o any other compensation that he 1 entitled to receive as Chainman of the Company.
In connection with the execution of the Menagement Agreement in March | 997, the Company is required (o issue (o the
Bendells 100 shares of the | 997TA-MAJOR AUTOMOTIVE GROUP Series of Preferred Stock (of which shares Bruce
Bendell has a proxy to vote the 50 shares of the 199TA-MAJOR AUTOMOTIVE GROUP Senes of Prefared Stock owned

by Herold Bendell for & seven-year period commencing on January 7, 1998)
See "Planned Acquisition® for 3 description of the proposed Major Auto Acquisition.

In April 1996, the Company scquired from Zvi Barak, then s direcior of the Company, and Sarsh Barsk, his wife, all of
the issued and outstanding stock of Info Systema. Mr. Barsk resigned his directorship on July 7, 1997, Pursuant to the
agreement between the Company and the Baraks, the Company acquired all of the issued and outstanding shares of common
stock of Info Systema. In exchange, the agreement provides that the Baraks will receive $750,000, $300,000 of which
consists of twenty maathly instaliment psyments of $15,000 from the Company (0 the Baraks The monthly installment
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peyments commenced in Seplember | 996 and sre scheduled 1o continue twough June 1998, In order to secure such
installment payments, the Company has granted a security interest to the Baraks in the stock of lafo Systems and the other
assets owned by [nfo Systema. To date, the Compasy has withheld $85,000 of such installment pryments as collstern] for
the Baraky' obligation to make certain indemnificstion payments to the Companry. The Comparry has agreed to pay the Barsks
the $85,000 by July 1998. In additicn ko monectary compensation, each of the Barsks were issued 125,000 shares of the
Company's Common Stock, which vest () in the case of Serah Barak, 25,000 shares vested on December 31, 1997, 50,000
shares vest on each of December 11, 1998 end 1999 and (i) in the case of Zvi Barak, 25,000 sheres per year on the last day
of February which commenced on February 28, 1997 and continues through February 18, 2002,

In March 1996, the Company's subsidiary Computer Business Sciences formed & joint venture with Nissko Telecom, LP.,
of which Yossi Koren, a direcior of the Company ia & limited partner, Mr, Koren is also s shareholder in Nissko Telocom,
Lid. Nissko Telecom, Lid. is the general partner of Nissko Telecom, LP. and also one of the Company's master agenta. The
joint venture arrangement and the master agent acrangemnent are described sbove under "Desaription of Business-Computer
Telephony and Telecommunications Division- TalkieArrangemnents with Nissko *

The Company has entered inio & Memorandum of Understanding (the "MOU®) with the Agent, the Nissko Principals, and
with the remaining limited pertner of Nissko, Robert L. Rimberg. The MOU looks toward restructuring the Nissko
urangements as described sbove umder "Desaription of Business—Computer Telephory and Telecommumications
Division- Talkie-Restructuring of Nissko Arrangements *

The Company hes nisde a loan 10 ity President and Chief Executive Officer, Doron Coben, in the principal smount of
$140,000, bearing interest at 5.77% per snmum, uncompounded. The loan is evidenced by & promissory pote deted
December 11, 1996. The promissory note provides that the full principal amount of, and all sccrued interest on, the loan is
due and peyable in a single installment on December 31, 1998,

Nissko Telecom Associales, the joinl venture between Computer Business Sciences and Nissko Telecom, L P, of which
Y ossi Koren, one of the Company's directors is & Emiled partner, occupies space free of charge at the Company's principal
office in Kew Gardens, New York, pursuant to sn informal srmangement.

Bruce Bendell, and Major Chevrolet, Msjor Dodge end Major Chrysler Flymouth Jeep Eagle, all of which are
wholly-owned by Bruce Bendell and/or his brother Harold Bendell, have guaranteed the obligations off Major Fleet under
a 55,000,000 line of credit with Marine Midland Bank. [n sddition, Bruce Bendell and Major Fleet have guaranteed the
obligations of Major Auto's subsidisries under certain of their sgreementy with various financial institutions pursuant lo
which such subsidiaries sell their vehicle finance contracts and jeases Major Fleet has plediged its asscts 1o such financial
mumumhdﬁmﬂmmwmdmﬂmm

respective agroements with such financial institutions. See "Description of Business- Automotive Sales Divison-Dealership
Dp:nlm-\'iuh?‘nnnhflﬂ *.Leasing Division" for a description of certain transactions between Major Auto and
Major Fleet.

Major Suberu sublesses from an umrelsied third party spproximately 2,500 square feet of office and sutomobsle showroom
space in Woodside, New York This kease expired on Junuary 11, 1998 and containg no renewal provisiona. The property
is currently being leased on & monith-io-month besis. The mnnual rent under such lease was $69.457 S6Pursusnt (0 an
informal arrangement between Major Subaru end Major Fleet, Major Fleet cocupies the space and pays the rental peymenta.

Major Dodge leases from Bruce Bendell and Harold Bendell approsamately 12,000 square foat of office and sutomaobile
showroom spece in Long Island City, New York. The lease expires on December 31, 1998 and contiuns po renewal
provisions. The current snnual rent under such lesse is 5114,000.

Major Chrysler, Plymouth, Jeep Eagle, Major Dodge and Major Subaru ease from Bendell Realty L1.C., 8 company
whally owned by Bruce Bendell snd Harold Bendell, spproximately 40,000 square feet in Long Island City, New York which
is used as a service facility. The lease expired on December 31, 1997 and contains no renewal provisions. The property is
currently being leased on & month-lo-month besiz The ancoal rent under such lease wes $132,000.
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. The sbove properties which are leased from the Bendells will be scquired by the Company in connection with the
Major Auto Acquisition.

Major Fleet is & gusrenior of s mortgag™ held by Chrysler Reslty on the property owned by Bendell Realty L.L.C., located
in Long Island City which Major Aulo operates as & service conter for Major Dodge, Major Subsru, and Major Chryaler,
Plymouth, Jeep Eagle. As of Juns 30, 1997 the outstanding morigage balance was $861,265.51.

The promoters of the Company are Bruce Bendell and Doron Coben. In addition 1o the other transsctions with Mr, Bendell
and Mr. Cohen described or referred o sbove under the heading *Certain Relsi:onships and Relsied Transactions,” each off
Mir. Bendedl and Mr. Cohen received 2,500,000 shares of the Company's Cammon Siock upon its incorporstion in exchange
for $25,000 or 3.01 per share.
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EARTIY
lItem 13. Exhibiis and Reporis on Form §-K

(8) Exhibita

Exhibit
Number Descoption

11*  Articles of Incorporstion of Fidelity Holdngs, Inc. , ("Compeny™) incorporsted by
reference 10 Exhibit 3.1 of Company's Registration Ststernent on Form 10-58, as
amended, filed with the Securities and Exchange Commussion on March 7, 1997,

32*  Asticles of Incorporation of Computer Business Sciencea, Inc., incorporsted by
reference 1o Exchibit 3.2 of Company's Registration Stalement on Form 10-5B, as
amended, fiied with the Securities snd Exchange Commission on March 7, 1997.

33*  Articles of Incorporation of 7867 10 (Ontario) Limited, incorporsied by reference 1o
Exhibit 3.3 of Company's Registration Sisterment on Form 10-SB, ss amended, filed
with the Securities and Exchange Commission on March 7, 1997,

J4*  Articles of lncorporstion of Premo-Plast, Inc., incorporsted by reference o Exhibit
3.4 of Company's Registration Staternent on Form 10-58, a3 smended, filed with
the Secunties and Exchange Commission on March 7, 1997,

15*  Anicles of Incorporstion of C B_S. Compuier Business Sciences Lid , incorporated
by reference to Exhibit 3.5 of Company’s Regestration Ststernent oa Form 10-58, as
emended, filed with the Secuntics and Exchange Commission on March 7, 1577,

J6*  Asticles of Incorporstion of Major Fleet & Leasing Corp., incorporated by reference
to Exhibit 1.6 of Company's Registration Siatement on Form 10-5B, s amended,
filed with the Securities and Exchange Commission on March 7, 1997.

35*  Anticles of Incorporstion of Reynard Service Bureau, Inc , incorporsted by reference
to Exhibit 3.7 of Company’s Registration Ststement on Form 10-58, as smended,
filed with the Securities and Exchenge Commission on March 7, 1997

36*  Articles of Incorporstion of Mejor Acceplance Corp., incorporsted by reference lo
Exchibit 3.8 of Company's Registration Siatement on Form |0-SB, as amended, filed
with the Securities and Exchange Commission on March 7, 1997.

39*  By-Laws of the Company incorporated by reference to Exhibit .9 of Company's

Hegstration Statement on Form 10-38, as snended, filed with the Securities and
Exchange Corznission on March 7, 1997.

Exctubit Descripiion

Engs
N/A
N/A
N/A
N/A
/A
MN/A
HiA
N/A
MN/A
Page




4.1*  Cetificste of Designation for the Company’s | 996-MAJOR Series of Convertible
Preferred Stock, incorporsted by reference 1o Exhibil 4. ] of Compasy’s Registration
Statement on Form 10-SB, as amended, filed with the Securities and Exchange
Commission on March 7, 1997,

4.1()) Form of Amended and Restated Certificate of Designation for the Company's
1996-MAJOR Series of Convertible Preferred Siock.

42*  Warrant Agreement for Nissko Warrants, incorporated by reference o Exhibit 4.2 of
Compeny's Registration Ststement on Form 10-SB, as amended, filad with the
Securities and Exchange Commission on March 7, 1997.

43* Worant Agreement for Major Fleet Warrants, incorporated by reference 1o Exhibnt
4.1 of Company's Registration Siatement on Form 10-SB, as amended, filed with
the Securities and Exchangs Commission on March 7, 1997.

4.3(1) Amended and Restated Warrant Agreement, dated October 11, 1997 between the
Company, Bruce Bendell and Harold Bendell.

44*  Warrant Agreement for Progressive Polym._rics International, Ine. Wiarrants,
incorporsied by reference to Exhibit 4.4 of Company's Regstration Stalement on
Form 10-SB, as amended, filed with the Socuntics and Exchangs Commission oo

March 7, 1997.

45 Form of Certificate of Designation for the Compeny's | 997A-Mser Automolive
CGroup Series of Prefered Stock.

46 Form of Certificate of Designation for the Company's 1997-Major Senes of
Convertible Preferred Stock.

47 Form of Regstration Rights Agreement between the Company and Bruce Bendell

48 Warrant Agreement between the Company and SouthWall Capital Corp

49  Siock Pledge and Security Agreement, dated March 26, 1996, between Dr.roa
Coben, Bruce Bendell, Avrcham Nissanian, Yossi Koren, Sam Livian and Robert
Rumberg

4.10 Form of Regstration Rights Agreement betweoen Lhe Company, Castle Trust and
Management Services Limited and Bruce Bendell

411 Form of the Company's 10% Convertible Subordinated Debenture due 1599

Exhibit Description

10.1*  Employment Agrecment, daled November 7, 1995, between the Comparry and
Doron Coher, incorporsied by reference to Exhibit 10,1 of Company’s Registration
Statement on Form 10-8B, s amended, filed with the Secunities snd Exchange
Commission on March 7, 1997.
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10.1({) Amendment No. | 1o Employment Agreement, dated a3 of November 7, 1995
between the Compeny and Doros Coben

102*  Consulting Agreement, dated Movember 7, | 993, between the Company and Bruce
Bendell, incorparsied by refirence to Exdubit 10.2 of Company's Registration
Statement on Form 10-SB, as smended, filed with the Securities and Exchange
Commission on March 7, 1997.

10.2(i) Amendment No. | o Consulting Agreement, dated as of Noverber 7, 1995
between Fidelity Holdings, Inc. snd Bruce Bendell.

103*  Agreement for Purchase of Patents, dated November 14, 1995, between the
Company and Progressive Polymerics, Inc., mcorporsted by refevence 1o Extubit
101 of the Company's Registration Statement oa Form 10-5SB, as smended, il =d
with the Securities and Exchange Commission on March 7, 1997.

10.3(1)* First Amendment, daled Seplember 30, 1996, to Agreement for Purchase of Patents,
dated November 14, 1995, incorporsted by reference to Exhibit 10.4 of Company’s
Registration Ststement on Form 10-SB a3 amende !, filed with the Securities and
Exchange Commission on March 7, 1997.

10.5*  Agreement, dated March 25, 1996, between Nissko Telecom, Lid. and Com puter
Business Sciences, Inc., incorporsied by reference 1o Exhibit 10.5 of Company's
Registration Statement on Form 10-3B, as amended, filed with the Securitics and
Exchange Commission on March 7, 1997,

10.6*% Asscl Purchase Agreement, dated April 18, 1996, between the Company and Zvi
and Sarah Barek, incorporated by reference to Exdubit 10.6 of Company's
Registration Siatement on Form 10-SB, as emended, filed with the Securities 1
Exchange Commission on March 7, 1997,

10.6{i) mumﬁmmmm?. 1997.

10.7*  Employment Agreement dated April 18, 1996 between the Company and Dr Zvi
Barak, incorporated by reference to Exhibit 10.7 of Company's Registration
Stalerment on Form 10-5B, &s amended, filed with the Securities and Exchange

Commission on March 7, 1997,

Exhubit Description

sasEaseae ]

108* Employment Agreement dated Ociober 18, | 996 betwesn Computer Business
Sciences, [ne. and Paul Vessl, incorporsted by reference 1o Exhibit 10.8 of
Compary's Registration Stetement o Form 10-5B, as smended, filed with the

Securitics snd Exchange Commission on March 7, 1997,

109*  Indemnificstion Agrecment daied November 7, | 995 between the Company and
Doron Coben, incorporated by reference lo Exthibil 10.9 of Company's Registration
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Statement on Form 10-5B, as wmended, filed with the Securities and Exchange
Commission on March 7, 1997,

10.10*  Indemnification Agreement dated Movember 7, 1995 betwesn the Company and
Bruce Bendell, incorporated by reference to Exhibit 10.10 of Compary's
Registration Statement on Form 10-SB, s smended, filed with the Securities end
Exchange Commission on March 7, 1997,

10.11*  Indemnification Agreement dated December 6, 1995 between (he Company and
Richard C. Fox, incorporated by refierence to Exhibit 10.11 of Company's
Registration Statement on Form 10-58, es amended, filed with the Securities and
Exchange Commission on March 7, 1997,

10.12*  Indemnificstion Agreement dated March 28, 1996 between the Company and Dr,
Barak, incorporaied by reference o Exhibit 10.12 of Registration
Statement on Form 10-SB, as smeaded, filed with the Secunities and Exchange
Commission on March 7, 1997,

10.13*  Indemnification Agreement dated March 28, 1996 between the Campany and Yoasi
Koren, incorporated by reference to Exdabit 10 13 of Company’s Registration
Statement on Form 10-SB, as amended, filed with the Uecuritics and Exchange
Commission on March 7, 1997.

10.14%  Plan of Reorganirstion for scquisstion of Major Fleet & Leasing Corp, dated August
23, 1996 between the Company, Brece Bendell and Harold Bendell, incorporated by
reference 1o Exhibit 10.17 of Compeny's Registration Statement on Form 10-58, as
amendesd, filed with the Securities sad Exchange Commission on March 7, 1997.

10.15* Patent Purchase Agreement dated December 30, 1996 between Pramo-Plast, inc. and
John Pincinro, incorporated by reference lo Exhibit 10.16 of Company's
Registration Statement on Form 10-3B, &s smended, filed with the Securities and
Exchange Commission on March 7, 1997.

10.16* Employment Agreement dated December 30, | 996 between Premo-Plast, Inc and
John Pinciaro, incorporsted by reference io Exhibit 10.17 of Company's
Registration Statemnent on Form [0-58, as amended, filed with the Secumitics and
Exchange Commission on March 7, 1997.

Exhibit Description

e ]

10.17* Employment Agreemen! dated Jesuary 27, 1997 between the Company and Ronakd
K. Premo, incorporsied by reference o Extubit 10.18 of Company's Registration
Ststement on Form 10-SB, as amended, filed with the Securities and Exchange
Commission on March 7, 1997,

10.18* Plan and Agreement of Merger, dated April 21, 1997, the Company, Major
Automotive Group, Inc., Major Acquisition Corp. and Brisce Bendell, incorporated
by reference to Exhibit 10.19 of Compeny’s Registration Statement on Form 10-88,
as smended, filed with the Securities and Exchange Commission on March 7, 1997.
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. 10.18()) Amendment o Plan and Agrecment of Mager, dated August |, 1997, between

Fidelity Holdings, Inc., Major Automotive Group, Inc., Major Acquisition Corp. and
Bruce Bendell

10.18(1i) Amendment o Plan and Agreement of Merger, dated August 26, 1997, between
Fidelity Holdings, Inc., Msjor Automotive Group, Inc., Mayor Acquisition Corp. and

10.18(iii) Amendment to Plan and Agrecment of Merger, dated November 20, 1997, between
ﬁmhmmm.m.mmmm

10.19* Stock Purchase Agroement with Escrow Agreemen sitached, incorporated by
reference to Exhibit 10,20 of Companm)’s Registration Staslement aa Form 10-58, ==
amended, filed with the Securities and Exchange Commission on March 7, 1997. MN/A

10.20* Management Agreement, incorporaied by reference 1o Exhibut 10.2] of Company's
Registration Statement on Form 10-5B, as smended, flled with the Securities and
Exchange Commission on March 7, 1997, N/A

10.21* Employment Agreement with Moi. Benedid, incorporated by reference: to Exhibit

10.22 of Company's Registration Statement on Form 10-SB, a3 smended, filed with

the Securities and Exchange Commission on March 7, 1997. N/A
10.22 Partnership Agreement between Nissko Telecom Associstes and the Company. _

103 Memorandum of Understanding, dated September 9, 1997, by and among Computer
Business Sciences, Inc., Nissko Telecom Lid., the Company snd Robert L. Rimberg.

10.24 Letter of Intent, dated June 6, 1997, between the Compeny and South'Wall Capital
Corp, (formerly known s Sun Coast Capital Corp ) -

1025  Letter of Intent, dated September 1997, between the Campany, Lichtenberg Robbins
Buick, Inc. and |ichienberg Motors Inc. -

Exchibit Description Page

Frescewes B

10.26 Consulting Agreement, dated February 18, 1997, with Ronald Shapas Corporate
Services, Inc. o

10.27 Value Added Reseller Agreement between Summa Four, Inc. and Computer
Business Sciences, Inc., as Reseller. -

10.28 Lease Agroement, dated March 1996, between B0-02 Lesscbold Company, as
Cremers and the Company, as Tenant. =

1029  Master Lease Agreement, dated December 26, 1996, between Major Fleet &
Leasing Corp., as Lessor, and Nissko Telecom, Lid, ss Lemee. _

10,30 Sublease Agreement, dated March 1995, between Speady R.AC, Inc., as Sublesscr,
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and Major Subaru Inc., es Sublessce.

1031 Lease Agreement, dated November |, 1991, between Gloria Hinsch, as Landlord,
and Major Chrysler-Plymouth, Inc., < Tenant

1032 Siore Lease Agreement, dated June 10, 1992, between Bill K. Kartsoms, s Owner,
and Major Automotive GOroup, as Tenant

10.33 Lease Agreement, dated June 3, 1994, between Geseral Motors Corporation, as
Lessor, and Major Chevrolet, Inc., as Lessee.

10.34 Lease Agreement, dated August 1990, between Bruce Bendell snd Harold Bendell,
a3 Landlord and Major Chrysler-Plymouth, Inc., &s Tenant.

10.34(i) Extension of Lease Agreement, dated August 14, 1997, between Bruce Bendell and
Harold Bendell, ss Landlord and Major Dodge, Inc. (formerty known as Major
Chrysler-Phymouth, Inc.), ss Tenant.

10.34{1i) Extension of Lease Agreemeni, dated December 16, 1997, between
Bruce Bendell and Harold Bendell, a3 Landlord and Major Dodge
{former'y known a3 Major Chrysler-Pvmouth, Inc ), ss Tenant.

1035  Lease Agreement, dated February 1995, between Bendell Realty, LL.C., as
Landlord, and Msjor Chrysler-Plymouth Jeep Eagle, lnc , s Tensal.

10.35(i) Extension of Lease Agreement, dated August 14, 1997, between Bendell Realty,
LL.C., as Landlord and Ma‘cr Chrysler-Plymouth Jeep Eagle, Inc., as Tenant

10.35(ii) Extension of Lease Agreemend, dated December 16, 1997, between
Bendell Realty, LI.C., a3 Landlord end Major Chrysler-Plymouth
Jeep Eagle, Inc., as Tenant

Exchibit Description

armmE . s ———

1036  Lesse Agreement, daied February 1996, between Prap Dnmmer Amocisies, as
Landlord, and Barak Technology Inc., as Tenant

1037 Sublease Agroemen, daled January 8, 1997, between Newsday, Inc., as Sublessor,
and Msjor Fleet & Leasing Carp., a3 Subicasee.

1037(i)) Consent io Sublease Agreement, dated January 16, 1997, between B0-02 Leaschold
Comparny, Newsdsy Inc. and Major Flest and Leasing Corp.

1038  Oeneral Security Agreement between Major Fleet & Leasing Corp., as Deblor, and
Marine Midland Baok, es Secured Pasty.

10.39 Retail and Wholesale Dealer's Agreement, dsted March 30, 1993, between Marine
Midland Bank, as Bank, and Major Fleet & Leasing Corp., as Dealer.
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1040  Wholesale Lease Financing Line of Credit between General Electric Capital
Corporation, as Lender, and Major Fleet & Leasing Corp., as Borrower. i

1041  Chrysler Leasing System License Agreement between Chrysler Molors Corporation,
a3 Licensor, end Major Fleet & Lessing Corp., as Licensee.

10.42 GMAC Retuil Plan Agreement between General Motors Acceplance Corp. and
Major Flect & Leasing Corp., ss Dealer. _

1043 Fidelity Holdings, Inc. 1996 Employees’ Performance Recognition Plan, _

1044  Secured Promissory Note, dsted Decamber 31, 1996, between Doron Cohen, as
Maker, and Fidelity Holdings, Inc., s Holder, i

10.45 Dealer Master Agent Agreement and License, dated February 1996, between
Computer Business Sciences, [nc. asd Progressive Polymencs International, Inc., e
Master Agent i

1046  Dealer Master Ageni Agreement and License, dated February 1996, between
Computer Business Sciences, Ine. end Cellulsr Credit Corp. of America, Inc., as
Master Agent. =

1047 Dealer Master Agent Agreemeni and License, daled February 1996, between
Compuier Business Sciences, Inc. snd Amenca’s New Beginning, Inc , a3 Master
Agent _

1048  Dealer Master Agent Agroement and License, dated February | 996, between
Computer Business Sciences, Inc. snd Korean Telecom, as Master Agent _

Exhibit Description Page

———————— ———

1049  Dealer Master Agent Agroement and License, dated February 1996, between
Computer Business Sciences, Inc. snd Philcom Telecommunications, ss Master
Agent -

10.50 Management Agreement, deted August 23, 1996, between Major Fleet, Bruce
Bendell and Harold Bendell —

10.51 Wholesale Security Agreement, dated April 26, 1990, between General Motors
Acceptance Corporstion ("(AMACT) and Masjor Fleet. .-

10.51(1) Amendment, dated February 14, 1991, 1o Wholesale Secunity Agreement between
GMAC and Major Fleet

1052  Direct Leasing Plan Dealer Agreement, dated July 24, 1986, between OMAC and

Major Fleet. -
10.53 Retail Lease Service Plan Ajgreement, dated April 3, 1987, between GMAC end

Major Fleet. _
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10.54 Contribution Agreement dated aa of October 6, 1997 between the Company, Bruce
Bendell and Doron Coben.

10.55 Letter of Commitment dated March 16, 1998 from Falcon Financial, LLC to Major Auto
Acauisition. lns.

21.1*  List of Subsmdiaries of the Company, incorporsied by reference 1o Exhibit 22 | of
Company's Registration Ststement on Form 10-SE, as amended, filed with the
Securities and Exchange Commission on March 7, 1997,

7.1 Financial Dista Schodule.

** Previously filed with the Commission as Exchibits lo, snd incorporuted herein
by reference from, the registrant’s registration statement on Form 10-58
(File No. 0-29182).

(b) Reports on Form 8-K
Duning the last quarier of Fiscal 1997, the Company did not file sny Reports on Form 8-K
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In sccordance with Section Ilulxﬂdhmmmdlﬂh.mmmmﬁl@m
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Fidelity Holdings, lnc

Dated: April B, 1998 By-{s/ Doros Coben

hwmumﬁummawu.m@mmmwmwhm
mwwdhmdhuwmuhmw

Signature Title Dais
(s/ Doron Coben Chief Executive Officer, President, April 9, 1998
Doron Coben Treamase and Director
Bruce Bendel
f+/ Yossi Coben Director April 9, 1998
{#/ Glenn H. Baak Secretary April 9, 1998
Glenn H. Bank
I3/ Righard L. Fsinsicin Chief Financial Officer Apnl 9, 1998
Richard L. Feinstein
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Statement re: Computation of Per Share Earnings
FIDELITY HOLDINGS, INC.

COMPUTATION OF EARNINGS PER COMMON SHARE

Number of shares outstanding January 1, 1997 6,279,200

Weighied
Average
Date Days Number of  Number of
Lasued Outstanding Shares Shares
March 20,1997 286 26,500 20,764
August B, 1997 145 50,000 19,883
September 30, 1997 92 523,000 13112
November 3, 1997 58 17,000 2. 01
Weighted average number of shares lssued during 1997 175,150
Number of shares used in computing basic earnings per share 6,454,350 (A)
Dk
250,000 shares of Preferred Siock, each share
convertible into 2 shares of common stock 500,000

Warrants representing 1,077,000 shares, exercisable
at $1.25 per share, with the average market value

spproximately $2.80 per share 556,196
Number of shares used in computing diluted earmings per share 7,550,546 (B)
Earnings Per Share:
Net Income $ 369,19 (C)
Earnings per share - basic [(C)/(A)] $ 006

Earnings per share - diluted [(C/(B)] 5 008
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