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Calculation of Registration Fee

Proposed Proposed Amount
Title Amount Maximum Maximum of
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To be Registered Registered Per Share Offering Price (1) Fee
Common Stock, (1) 7,275,730 $0.07 $509,301 $134.46

Par value $.0001
Per share

(1) Estimated solely for the purpose of calculating the filing fee pursuant to
Rule 457 (c) under the Securities Act of 1933.

The registrant hereby amends this registration statement on such date or dates
as may be necessary to delay its effective date until the registrant shall file
a further amendment which specifically states that this registration statement
shall thereafter Dbecome effective 1in accordance with Section 8(a) of the
Securities Act of 1933 or wuntil this registration statement shall Dbecome
effective on such date as the Commission, acting pursuant to said Section 8(a),
may determine.

The information 1in this prospectus 1is not complete and may be changed. The
selling stockholders may not sell these securities wuntil the registration
statement filed with the Securities and Exchange Commission is effective. This
prospectus is not an offer to sell these securities and it is not soliciting an
offer to buy these securities in any state where the offer or sale is not
permitted.

Prospectus February 26, 2002

Fonecash, Inc.

7,275,730 shares of common stock

o This is an offering of 7,275,730 shares of our common stock by
stockholders of Fonecash, Inc.
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o The selling stockholders will receive all of the proceeds from the
sale of 7,275,730 of their shares, 1less any commissions or discounts
paid to Dbrokers or other agents. We will not receive any of the
proceeds from the sale of these shares.

o The selling stockholders may offer the shares from time to time
through public or private transactions, at prevailing market prices,
or at privately negotiated prices.

MARKET FOR THE SHARES

Fonecash shares are currently 1listed on the Over the Counter Bulletin Board
operated Dby the ©NASD. On the last day prior to filing this Registration
statement, the closing price for the shares was $0.07.

The securities offered in this prospectus involve a high degree of risk. You
should carefully consider the factors described under the heading "Risk Factors"
beginning on page 5.

NEITHER THE SECURITIES AND EXCHANGE COMMISSION NOR ANY STATE SECURITIES
COMMISSION HAS APPROVED OR DISAPPROVED OF THESE SECURITIES OR DETERMINED IF THIS
PROSPECTUS IS TRUTHFUL OR COMPLETE. ANY REPRESENTATION TO THE CONTRARY IS A
CRIMINAL OFFENSE.
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PROSPECTUS SUMMARY

This prospectus summary highlights selected information contained elsewhere in
this prospectus. You should read the following summary together with the more
detailed information regarding our company and the shares of common stock being
sold in this offering, which information appears elsewhere in this prospectus.

ABOUT OUR COMPANY

How our company is organized
Fonecash, Inc. (the "Company") was incorporated under the laws of the State of
Delaware on August 7,1997 and is in its development stage. It has had no
operating revenues to date. The Company incurred operating losses of $941,981

from Inception to December 31, 2000, the end of its latest fiscal year. The
Company spent a total of $352,906 on Research and Development from Inception to

December 31, 2000. The Company expects its accumulated deficit to grow for the
foreseeable future.

Where you can find us
Fonecash maintains an office at 90 Park Avenue, Suite 1700 New York, NY 10016.

The phone number is (212) 984-0641.

The Offering

Shares offered by the Selling Shareholders: 7,275,730 shares
Shares Outstanding as of January 14, 2002: 19,900,000 shares
Use of Proceeds - Fonecash, 1Inc. will not receive any proceeds from the sale of

the shares by the Selling Shareholders.

Our Trading Symbol - The Common Stock of Fonecash, Inc. trades under the symbol
"FCSH".

SUMMARY FINANCIAL INFORMATION

09/30/01
Balance Sheet Data:
Total Assets S 314,024
Total Liabilities 431,605
Total Stockholders' Equity 117,581
Statement of Operations:
Revenues $ 7,143
Expenses 434,086
Income (Loss) from Operations (932,213)
Net Income (Loss) (925,070)

Income (Loss) Per Share (.13)
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Shares Used In Computing Net Income (Loss) Per Share 6,919,720

RISK FACTORS

An investment in our common stock is highly speculative and involves a
high degree of risk. Therefore, you should consider all of the risk factors
discussed below, as well as the other information contained in this document.
You should not invest in our common stock unless you can afford to lose your
entire investment and you are not dependent on the funds you are investing.

3

Risk Factors Related to Fonecash, Inc.'s Operations

Development stage company; lack of revenues and accumulated deficit; continued
losses for the foreseeable future; no assurance of profitability; auditor's
report with going concern disclosure. The Company is in the development stage
and, to date, has only earned nominal revenues from operations. Since inception
in August, 1997, the Company's principal activities have been research and
development and sales and marketing activities ©principally related to its
products and services. As a consequence, as of September 30, 2001, the Company
had an accumulated deficit of $1,200,023. The Company has continued to incur
losses since August 1997. Potential investors should be aware of the problems,
delays, expenses, difficulties and risks encountered by a company in the
development stage, particularly in a rapidly changing industry, many of which
may be beyond the Company's control. Such risks may include, but are not limited
to, unanticipated problems relating to developing and marketing new products. In
addition, the Company will also face a number of risks specific to entities

attempting to introduce new products, including, Dbut not limited to, the
existence or development of competing products, the existence or development of
new technologies that are incompatible with the Company's products, the

inability of the Company to respond in a timely manner to changing technologies,
the potential obsolescence of the Company's products as a result of changing
technologies, and the failure of a market to develop for the Company's products.
The Company expects to continue to incur losses until such time, if ever, as the
Company's revenues exceed its expenses. There can be no assurance that the
Company will ever achieve profitability. The Company's independent auditor's
report on the Company's financial statements includes an explanatory paragraph
that states... that the Company has suffered recurring losses from operations
which raises substantial doubt about the Company' s ability to continue as a
going concern. The financial statements do not include any adjustments that
might result from the outcome of this uncertainty.

We May Continue to Lose Money, and If We Do Not Achieve Profitability, We May
Not Be Able to Continue Our Business.

Through January 14, 2002, we have generated no revenues from
operations, have incurred substantial expenses and have sustained losses. In
addition, we expect to continue to incur significant operating expenses. As a
result, we will need to generate significant revenues to achieve profitability,
which may not occur. We expect our operating expenses to increase significantly
as a result of our planned expansion. Since we have not yet completed developing
our website and we have no operating history of marketing our services to the
public, our business may never generate sufficient revenues to meet our expenses
or achieve profitability. Even if we do achieve profitability, we may be unable
to sustain or increase profitability on a quarterly or annual basis in the
future.

Early stage of market development; uncertainty of industry infrastructure.
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The market for the Company's products 1s at an early stage of
development, 1s evolving rapidly, and is characterized by an increasing number
of market entrants who have introduced, or are developing competing products. As
is typical of a new and rapidly evolving industry, demand and market acceptance
for recently introduced products are subject to a high level of uncertainty. If
the Company's market fails to develop or develops more slowly than expected, or
the Company's products do not achieve market acceptance by significant number of
individuals and Dbusinesses, the Company's business, financial conditions,
prospects and operating results will be materially and affected.

Rapid and significant technological change; no certainty of industry standards;
no assurance of market acceptance.

The transaction automation system industry is subject to rapid and

significant technological change that may render the Company's products
obsolete. In addition, such rapid changes may, in a very short period of time,
4

impose additional, unforeseen costs on the Company in that the Company may be
required to modify its products to adapt to such changes. There can be no
assurance that the Company will be able to successfully modify its products as
may be necessary in a timely manner, or at all.

In addition, the Company's products are designed around certain
technical standards with respect to wireless telecommunications and current and
future sales of the Company's products will be dependent on industry acceptance
of such standards. While the Company intends that its products will be
compatible with the standards promulgated by leading industry participants,
widespread adoption of a proprietary or "closed" standard (i.e., a standard that
precludes all participants other than those it was specifically designed to
accommodate) could preclude the Company from effectively providing its products.
In addition, even if a non-proprietary industry standard is established, no
assurance can be given that the technology wupon which such standard is based
will be available to the Company on commercially reasonable terms, or at all,
which could have a material adverse effect on the Company's business, financial
condition, prospects and operating results.

Even if the Company's products are compatible with industry standards,
there can be no assurance the Company's products will achieve market acceptance
or that the Company will be successful in developing new products that meet
changing customer needs. Furthermore, there can be no assurance that the Company
will be able to respond to technological changes or evolving industry standards
in a timely manner, if at all. The inability of the Company to respond to
changing market conditions, technological developments, evolving industry
standards or changing customer requirements would have a material adverse effect
on the Company's business, financial condition, prospects and operating results.

We expect to have quarter-to-quarter fluctuations in revenues, expenses, losses
and cash flow, some of which could be significant.

Results of operations will depend upon numerous factors, some of which
are beyond our control, including regulatory actions, market acceptance of our
products and services, new product and service introductions, and competition.
Therefore, we may have significant fluctuations 1in revenue from quarter to
quarter.

We are dependent on our key personnel and if we lose those personnel, our
business would fail.

Fonecash depends upon the continued involvement of Mr. Daniel E.



Edgar Filing: FONECASH INC - Form POS AM

Charboneau, the Company's President and Chief Executive Officer, John Wu, the
Company's Vice Present of Engineering Michael Wong, Chief Financial Officer and
David Cheung, the Company's Vice President of Marketing. The loss or
unavailability of any of such individuals could materially adversely affect the
Company. On January 1, 2000, the Company entered into five-year employment
agreements with Messrs. Charboneau, Wu, Wong and Cheung. The Company intends to
be the sole Dbeneficiary of a "key person" life insurance policy on the life of
Mr. Charboneau in the principal amount of $5 million.

Competition.

The market for Terminals is rapidly evolving, resulting in a dynamic

competitive environment. The Company competes with companies that have
substantially greater financial marketing, technical and human resources
capabilities. In addition, companies that may enter the market with. new

products and services that may be competitive with products and services offered
or to be offered by the Company. Because there are potential entrants to the
field, it 1is extremely difficult to assess which companies are likely to offer

competitive products and services 1in the future, and in some cases it is
difficult to discern whether an existing product or service is competitive with
the Company's services. Competitive factors in the Terminal market include core
technology, Dbreadth of product functionality and features, product performance
and quality, marketing and distribution resources, customer service and support
5

and price. The Company expects competition to persist and intensify in the
future.

Some of our competitors may be able to use their financial strength to dominate
the market, which may affect our ability to generate revenues.

Some of our competitors are much larger companies than us and which are
very well capitalized and can tap their strong market values for further growth
which may impede our ability to generate enough sales to cover the costs of
marketing the products and several of our competitors have longer operating
histories, greater name recognition, larger client Dbases and significantly
greater financial, technical and marketing resources than the Company. Such
competitors may be able to undertake more extensive marketing campaigns, adopt
more aggressive pricing policies and make more attractive offers to potential
clients. 1In addition, many of the Company's current or potential competitors,
such as Verifone, Hypercom, Datacard, NBS and International Verifact have broad
distribution channels that may be used to distribute competing products directly
to end-users or purchasers. No assurance can be given that the Company will be
able to compete effectively with current or future competitors or that such
competition will not have a material adverse effect on the Company's business,
financial condition, prospects or operating results.

Risks of defects and development delays.

The Company has not sold a material amount of its existing products and
proposed products. Products Dbased on sophisticated hardware, software and.
computing systems often encounter development delays and may contain undetected
errors or failures when introduced. As a result, the Company may experience
delays in the development of the hardware, software and computing systems
underlying the Company's proposed products. In addition, there can be no
assurance that, despite testing by the Company and potential customers, errors
will not be found in the underlying hardware, software or computing system, or
that the Company will not experience development delays, which could result in
delays in the market acceptance of its products and could have a material
adverse effect on the Company's business, financial condition, prospects and
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operating results.

Changes in technology and Internet software may make it difficult for us to
adapt and compete with better-funded competitors.

We are developing our own commerce based web site. However, technology
and Internet software is characterized by rapid technological developments,
evolving industry standards, changing customer demands and frequent
introductions of new products, services and enhancements. Because we have
limited funding, our success depends upon our ability to improve the
performance, content and reliability of our products 1in response to both
evolving demands of the business and consumer communities and competitive
product offerings. We cannot assure you that we will Dbe able to do so
successfully or that any enhancements or new products that we introduce will
gain acceptance in the marketplace. If we are not successful or if our products
are not accepted, we could lose potential customers to our competitors.

Dependence on intellectual property rights; risk of infringement.

The Company relies on applicable copyright, trade secret and trademark
laws to protect certain proprietary information of the Company. To the extent
proprietary technology is involved, the Company relies on trade secrets that it
seeks to protect, 1in part, through confidentiality agreements with certain
employees, consultants and other parties. ©No assurance can be given that these
agreements will not be breached, that the Company will have adequate remedies
for any breach, or that the Company's trade secrets will not otherwise become
known to, or independently developed by, existing or potential competitors of
the Company. The Company generally does not seek to protect its proprietary
information through patents or registered trademarks, although it may seek to do

so in the future. 1In addition, no assurance can be given that the Company's
products will not infringe any intellectual property or proprietary rights of
others. The Company may be involved from time to time in litigation to determine
the enforceability, scope and validity of its rights. Litigation in order to
protect the Company's intellectual property rights could result in substantial
cost to the Company and diversion of effort by the Company's management and
technical personnel.

Need for additional personnel.

Since its inception in the Company has primarily engaged in research
and development activities and sales and marketing. The Company's ability to
implement its business plan, the essential elements of which are research and
development and sales and marketing activities will depend upon the Company's
ability to hire and retain senior level, highly-skilled personnel experienced in
the operation of certain aspects of the Company's business, such as accounting,
management, sales and marketing. Competition for such personnel is intense and
there can be no assurance that the Company will be successful in attracting and
retaining personnel. The Company's failure to attract and retain such additional
personnel would have a material adverse effect on the Company.

Management of growth.

If there is market acceptance for the products to be offered by the
Company, the Company anticipates that it will be required to expand its
operations to address such market demand. In addition, the Company anticipates
significantly increasing the size of its research and development and sales and
marketing staff following the completion of this Offering. There can be no
assurance that such internal expansion will be successfully completed, that such
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expansion will enable the Company to generate sufficient revenues, or that the
Company will be able to compete successfully against the significantly more
extensive and well-funded sales and marketing and research and development

operations of the Company's existing and potential competitors. The Company's
rapid growth and the integration of operations are expected to place a
significant strain on the Company's managerial, operational and financial

resources. The inability of the Company to promptly address and respond to these
circumstances could have a material adverse effect on the Company's business,
financial condition, prospects or operating results.

Our business is Internet based and the failure of the Internet to grow or remain
a viable commercial medium could harm our growth.

Our success depends in large part on the maintenance of the Internet
infrastructure as a reliable network backbone that provides adequate speed, data
capacity and security. Sales of our web-based products are tied to the adequacy
of the Internet infrastructure and the continued growth and commercial viability
of the Internet. Our success also depends on the timely development of products,

such as high-speed modems, that enable reliable 1Internet access and services.
The Internet may continue to experience significant growth in the number of
users, frequency of wuse and amount of data transmitted. The Internet

infrastructure may not be able to support the demands placed on it and the
performance or reliability of the Internet may be adversely affected by this
continued growth. In addition, the Internet could lose its commercial viability
if the number of people who use the Internet does not continue to grow. A number
of factors, including unreliable service, unavailability of cost-effective,
high-speed access to the Internet or concerns about security, could impede this
growth. The infrastructure or complementary products and services necessary to
maintain the Internet as a viable commercial medium may not be developed, and
the Internet may not continue to be a viable commercial medium for us.

We will need additional capital to finance our business plan and such financing
may be unavailable or too costly.

Our ability to research and develop the core technologies we are
planning to utilize is dependant on our ability to secure financing and allocate
sufficient funds required to support our marketing activity. Additional
financing may not be available on favorable terms or even at all. If we raise
additional funds by selling stock, the percentage ownership of our then current
stockholders will be reduced. If we cannot raise adequate funds to satisfy our
capital requirements, we may have to limit our operations significantly. Our
ability to raise additional funds may diminish if the public equity markets
become less supportive of the industry.

Risks Related to Offering

Management Beneficially Owns Thirty percent (30%) of Our Common Stock and Their
Interest Could Conflict With Yours.

Our directors and executive officers and other founders Dbeneficially
own approximately 30% of our outstanding common stock assuming all warrants are
exercised. As a result, the directors and executive officers collectively are
able to substantially influence all matters requiring stockholder approval,
including the election of directors and approval of significant corporate
transactions. Such concentration of ownership may also have the effect of
delaying or preventing a change in control, which may be to the benefit of the
directors and executive officers but not in the interest of the shareholders.
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Immediate Substantial Dilution.

Upon completion of this Offering, purchasers of the Common Stock
offered hereby will experience immediate and substantial dilution of the net
tangible book value of their investment 1in the Company of $0.04 per share, or
approximately $__ per share.

No Dividends.

The Company has never paid any dividends with respect to its Common
Stock and does not anticipate paying dividends on its Common Stock in the
foreseeable future. Any earnings which the Company may realize in the
foreseeable future will be retained to finance the growth of the Company.

Anti-takeover provisions; issuance of preferred stock.

The Company's Board of Directors has the authority to issue up to
5,000,0000 shares of preferred stock in one or more series and to determine the
number of shares in each series, as well as the designations, preferences,
rights and qualifications or restrictions of those shares without any further
vote or action by the stockholders. The rights of the holders of Common Stock
will be subject to, and may be adversely affected by, the rights of the holders

of any preferred stock that may be issued in the future. The issuance of
preferred stock could have the effect of making it more difficult for a third
party to acquire a majority of the outstanding voting stock of the Company. In

addition, the Company is subject to the anti-takeover provisions of Section 203
of the Delaware General Corporation Law. In general, this statute prohibits a
publicly-held Delaware corporation from engaging in a "business combination"
with an "interested stockholder" for a period of three years after the date of
the transaction in which the person became an interested stockholder unless the
business combination is approved in a prescribed manner

Future Sales of Common Stock by Our Existing Stockholders Could Adversely Affect
Our Stock Price.

As of the date of the filing, Fonecash, Inc. has 19,900,000 outstanding
shares of Common Stock. Out of the 19,900,000 shares currently outstanding
7,275,730 are being registered with this offering. The remaining shares of
common, which are not being registered hereby, are "restricted securities" as
defined under Rule 144, substantially all of which are available for sale in the
public market, subject to the provisions of Rule 144 under the Securities Act,
or pursuant to this Registration Statement. Sales of substantial amounts of
Common Stock in the public market, or the perception that such sales will occur,

could have a material negative effect on the market price of our Common Stock.
This problem would be exacerbated 1f we issue Common Stock in exchange for
equipment and services.

We expect to issue additional stock in the future to finance our business plan
and the potential dilution caused by the issuance of stock in the future may
cause the price of our common stock to drop.

As of September 30, 2001 we had outstanding 9,039,340 shares of common
stock, not all of which are included in this registration statement. Subsequent
to the effective date of this offering, we will need to raise additional
capital, which may result in the issuance of additional shares of common stock,
or debt instruments. Shares may be issued under an available exemption, a latter
registration statement, or both. If and when additional shares are issued, it
may cause dilution in the value of shares purchased in this offering and may

10
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cause the price of our common stock to drop. These factors could also make it
more difficult to raise funds through future offerings of common stock.

Our Directors Have Limited Liability and Therefore Cannot be Held Liable for
Monetary Damages.

Under our Certificate of Incorporation, the directors cannot be held
liable to Fonecash, Inc. or to the stockholders for monetary damages for breach
of fiduciary duties except under certain limited circumstances.

We may not be able to maintain a trading market for your shares.
Trading in our Common Stock, 1is conducted on the OTC Bulletin Board

operated by the NASD. Said trading is dependent upon us continuing to be able to
comply with Rule 6530 of the NASD, which requires wus to file reports as set

forth in the Securities Exchange Act of 1934. Because we may not be able to
obtain or maintain a listing on the OTC Bulletin Board, your shares may be
difficult or impossible to sell. However, 1f we are unable to qualify for this

listing, or if we will become unable to maintain our listing on the OTC Bulletin
Board, we believe that our stock will trade on over-the-counter market in the
so-called "pink sheets". Consequently, selling your Common Stock would be more
difficult because only smaller quantities of stock could be bought and sold,
transactions could be delayed, and security analysts' and news media's coverage
of Fonecash, Inc. may be reduced. These factors could result in lower prices and
larger spreads in the bid and ask prices for our stock.

Our common stock is a "penny stock," and compliance with requirements for
Dealing in penny stocks may make it difficult for holders of our common stock to

resell their shares.

Currently there is no public market for our common stock. If the common

stock 1is ever listed 1in the public market 1in what 1s known as the
over—the-counter market and at least for the foreseeable future, our common
stock will be deemed to be a "penny stock" as that term is defined in Rule

3a51-1 under the Securities Exchange Act of 1934. Rule 15g-2 under the Exchange
Act requires Dbroker/dealers dealing in penny stocks to provide potential
investors with a document disclosing the risks of penny stocks and to obtain
from these inventors a manually signed and dated written acknowledgement of
receipt of the document before effecting a transaction in a penny stock for the
investor's account. Compliance with these requirements may make it more
difficult for holders of our common stock to resell their shares to third
parties or otherwise, which could have a material adverse effect on the
liquidity and market price of our common stock.

Penny stocks are stocks with a price of less than $5.00 per share
unless traded on NASDAQ or a national securities exchange;

Penny stocks are also stocks which are issued by companies with: net
tangible assets of less than $2.0 million (if the issuer has been in continuous
operation for at least three years); or $5.0 million (if in continuous operation
for less than three years); or average revenue of less than $6.0 million for the
last three years.

It is more difficult for our shareholders to sell their shares because we are
not, and may never be, eligible for NASDAQ or any National Stock Exchange.

We are not presently, and it is likely that for the foreseeable future

we will not be, eligible for inclusion in NASDAQ or for listing on any United
States national stock exchange. To be eligible to be included in NASDAQ, a
company 1s required to have not less than $4,000,000 in net tangible assets, a

public float with a market value of not less than $5,000,000, and a minimum bid

11
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of price of $4.00 per share. At the present time, we are unable to state when,
if ever, we will meet the Nasdag application standards. Unless we are able to
increase our net worth and market wvaluation substantially, either through the
accumulation of surplus out of earned income or successful capital raising
financing activities, we will never be able to meet the eligibility requirements
of NASDAQ. As a result, it will more difficult for holders of our common stock
to resell their shares to third parties or otherwise, which could have a
material adverse effect on the liquidity and market price of our common stock

We require additional funds to achieve our current business strategy, which we
may not be able to obtain.

We will need to raise additional funds through public or private debt
or sale of equity to develop and establish our marketing program and establish
our website. Such financing may not be available when needed. Even if such
financing is available, it may be on terms that are materially adverse to your
interests with respect to dilution of Dbook wvalue, dividend preferences,
liquidation preferences, or other terms. If we are unable to obtain financing on
reasonable terms, we could be forced to delay, scale back or eliminate product
and service development programs. In addition, such inability to obtain
financing on reasonable terms could have a material adverse effect on our
business, operating results, or financial condition to such extent that we are
forced to restructure, file for bankruptcy, sell assets or cease operations, any
of which could put your investment dollars at significant risk.

This Prospectus contains forward-looking statements, which involve
risks and uncertainties. Such forward-looking statements include, but are not
limited to, statements regarding future events and our plans and expectations.
Fonecash, Inc.'s actual results could differ materially from those anticipated
in these forward looking statements as a result of certain factors, including
those set forth in the following risk factors and elsewhere in this Prospectus.
In addition to the other information in this Prospectus, the following risk
factors should be considered carefully in evaluating Fonecash, Inc. and our
business before purchasing the Common Stock offered by this Prospectus.

USE OF PROCEEDS
The shares of common stock offered by this prospectus are Dbeing
registered for the account of the selling stockholders, and we will not receive
any proceeds from the sale of common stock by the selling stockholders.
MARKET FOR SHARES OF FONECASH
The Company's common stock has traded on the OTC Bulletin Board under the symbol

"FCSH" since July 3, 2000. The following table sets forth the high and low
closing prices for the common stock for the periods indicated:

2000 High Low
Fourth Quarter $0.30 $0.21
Third Quarter $3.00 $1.69
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As of December 31, 2000, there were approximately 170 holders of record of the
common stock. On March 31, 2001, the closing sales price of the Company's common
stock was $0.25 per s