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COMPANY PROFILE

San Diego, California-based Viper Networks, Inc. (VPER.PK), provides 
Voice over Internet Protocol (VoIP) products and services for consumers, 
businesses, institutions and Internet service providers worldwide. These 
VoIP products and services are sold by the company through a direct sales 
force, its website (www.vipernetworks.com) and third party 
distributors/resellers. Viper Networks also sells wholesale minutes on its 
network to other telecommunication service providers. The company 
branded and shipped its first VoIP product — the vPhone — in July 2003. 

While VoIP is expected to eventually replace the traditional telephone 
system, the immediate market for VoIP devices exists in developing coun-
tries where telephone costs are high and call quality is low. As a result, 
Viper Networks has been setting up its networks in countries backed by 
customers who make a large number of international calls. Viper Networks 
currently has four gateways in Brazil, six in Western Europe, two in Eastern 
Europe and one each in El Salvador, Ghana, India, Israel, Sri Lanka and the 
United Kingdom. 

   

MARKET DATA

Symbol  VPER 
 
Exchange  OTC

Current Price 
  $.032

Shares Outstanding    
  124.2 Million

Coverage Initiated  
  May 23, 2006

Rating   Speculative
  Buy

Price Target  $.60

Market Cap  $7.88 Million

52-week Range    $.026 -$.175
Average 50-day Volume     
  452,776       
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The current products of Viper Networks include the vPhone (a USB powered telephone device 
connected to a personal computer that allows calls to be placed to various phone numbers 
worldwide), an IP phone adaptor (a USB powered device which allows a user to connect a stan-
dard telephone to a personal computer), a broadband phone adapter (a network device which 
allows the user to connect up to two standard telephones), a Wi-Fi vPhone (an IP communica-
tion device) and an IP PBX (which allows multi-functional telephone features and calling 
services to business users).  The manufacturing of the vPhone and the other VoIP products has 
been outsourced to independent third party manufacturers. The primary suppliers currently 
include BCM Advanced Research; Tiger Jet Network, Inc; and Shandong Bittel Electronics Co. 
Ltd.  In fiscal 2004, Viper Networks generated all of its revenue from the sale and provisioning 
of VoIP products, services and technology. 
  
In addition to the products sold directly by Viper Networks, the company has also entered into 
agreements with many underlying carriers that provide termination routes to destinations not 
covered by its own network. By combining the power of its own network with that of its affili-
ates, Viper Networks is able to offer customers calling capability to all locations in the world at 
much lower prices compared to traditional telephone carriers. 

Viper Networks operates through its wholly owned subsidiaries.  In particular, Viper Interna-
tional LLC was formed in August 2004 as a result of the merger between Mid Atlantic Interna-
tional, Inc., and Adoria Communications, LLC (acquired in October 2003 and February 2004, 
respectively). Viper International sells wholesale minutes on the company’s VoIP network to 
other telecom providers. Furthermore, Viper-CA (acquired in November 2000) and Coliance 
Communications (acquired in July 2003) offer an alternative to traditional telephone companies 
through its suite of VoIP products. 

RECENT EVENTS

On August 24th 2006, Viper Networks announced that it has finally emerged victorious in its 
lawsuit against Greenland Corporation, and received a judgment that all funds that were 
awarded to the latter should be returned.  Mr. Farid Shouekani, the company’s CEO, commented 
that he was deeply gratified on being able to protect the interests of the company and its share-
holders in the lawsuit that had been filed. 
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On August 16th, 2006, Viper Networks announced that the company has recently signed an 
agreement with VoEx, Inc. VoEx is well positioned to bring about a revolution in the world of 
Internet telephony, and is focused on select commercial and market segments. VoEx has selected 
Viper Networks as its preferred carrier for all of its international traffic. This deal with VoEx is 
likely to add an initial amount of $0.45 million to the company’s top line. VoEx, Inc., which is 
based in Grand Rapids, Michigan, has both the experience and capital to aid Viper Networks in 
expanding the company’s international market penetration.  This deal is expected to add an 
estimated $1.8 million in annual sales. Voex’s customers include VOIP service providers, univer-
sities, large corporations, ISP and data backbone providers and competitive local exchange 
carriers. The company is now expanding its market reach to accommodate wireless carriers, 
cable operators, call centers, online merchants and international markets. Major internet compa-
nies are also entering the VOIP arena, as it is a dynamic industry. According to a California-
based research firm, the demand for global VOIP services is expected to drive up revenues to 
$19.9 billion by 2008, which translates to an annual growth rate of 1431% from 2004 to 2008. 
Viper plans to leverage its technology integration skills and knowledge to deliver quality, 
reliability and security to its global customers. In the coming year, the VoEx global managed 
service platform will carry more than 1.5 billion minutes of high quality, highly reliable and 
highly secure voice, fax and other value-added applications at effective cost savings for its 
customers. With this deal, Viper Networks is in a position to exploit the established international 
market that VoEx has already succeeded in penetrating.

On June 14th, 2006 Viper Networks announced its expansion plans with the opening of sales 
offices  in highly populated centers across the US. The company’s sales offices in Detroit, Michi-
gan, have seen success and this has given impetus to Viper’s management to pursue sales activi-
ties in Chicago, Illinois, Washington State and Southern California. Viper Networks finally plans 
to address all thirty eight tier one markets before the close of 2006. The CEO had earlier men-
tioned the launch of a sales agent program to address the middle markets in the US. The com-
pany has moved ahead aggressively on a number of fronts in the last few months, and this 
recent announcement along with the sales agent program is expected to help the company post 
impressive revenues in the days to come. 

On July 6th, 2006, Viper Networks’ CEO, Mr. Farid Shouekani, mentioned the opening of a new 
sales office in his issued shareholder’s letter. The 4000 square foot East Coast sales office based 
in Michigan was started with a sales team of eight people, with plans to increase the number in 
the future. He also mentioned the addition of Mr. Nabil Youkhana as Senior Vice President. 
Since this announcement and the launch of the Michigan office, the Company has seen signifi-
cant progress, which has encouraged it to open a number of other sales offices throughout the 
country. 

Analyst :  Kris Goldcross CFA   ||   Research Note    ||   August 25, 2006



BEACON EQUITY RESEARCH

Viper Networks, Inc. | 04

INDUSTRY

Internet Protocol (IP) telephony, also known as VoIP, is becoming a key driver in the evolution of the 
voice communication industry. VoIP technology converts voice into data packets, transmits the packets 
over data networks, and reconverts them back into voice at the final destination. As a result of the poten-
tial cost savings and added features of VoIP, it is being considered as the future of telecommunications. 

The U.S. telecommunication industry, including equipment and services, generated more than $600 
billion in revenue in the recent past. Though VoIP is currently a small fraction of this revenue, it has 
exhibited decent growth and has the potential to grow exponentially in future years. In North America 
alone, wholesale VoIP sales have been estimated to reach well over $400 million in the near future. Addi-
tionally, total equipment purchases of VoIP gateways, soft switches such as IP Private Branch Exchange 
(IP PBX), and VoIP application servers are expected to reach $12 billion by 2006, marking a six fold 
increase over 2001. Similarly it is being anticipated that revenue from selling wired enterprise IP phones 
could well exceed $2.7 billion by 2006 (this figure does not include mobile IP phones or phones used in 
private homes). By 2006, VoIP is projected to grow to over a $32 billion industry, accounting for 12% of 
all telephony revenues. The IP telephony industry grew 60% in 2002 and is expected to continue at an 
annual growth of at least 40% through 2007, as per industry analysts. 

Juniper Research expects VoIP telephony service to grow to about 12.1 million households by 2009. In 
addition, Jupiter Research reports that by 2009 the global VoIP market will contribute $32 billion to a 
total worldwide telephony market of $260 billion. VoIP has brought revenue-generating opportunities to 
the telephony market by combining voice services with other Internet Protocol applications. This is 
ultimately expected to redefine the telecom industry. The expected VoIP lines in the US have been fore-
casted to grow to the following levels: 
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QUARTERLY RESULTS

Viper Networks last reported financial results for the quarter ended March 2006. During this quarter, the 
company recorded $0.47 million by way of revenues, a sharp decline of 50% over the $0.95 million 
revenue generated in the similar quarter of 2005. The decrease in revenue was partially on account of a 
decrease in sales of VoIP products and services. There was also a major fall in wholesale operations, 
which was the result of an intentional shift from its Mid Atlantic operations and the curtailment of avail-
able business due to cash flow restrictions. The cost of revenue during the same phase was $0.4 million, 
which resulted in a gross profit margin of 14% against revenues. Compared to the former year’s similar 
quarter, Viper Networks had a cost of revenue totaling $0.92 million, which saw a gross margin of a mere 
2.3%.  The general and administrative expenses incurred during this period were $1.75 million, as 
against $0.84 million incurred in the previous period. These charges were mainly on account of wages 
and salaries, business consulting services, office expenses, fees and costs incurred for legal and account-
ing services and other administrative costs. Viper Networks had a bad debt expense of nearly $15,000, 
while in the comparable quarter of 2005, the Company saw a recovery of bad debt to the tune of nearly 
$27,000. There was an additional expense of $0.15 million for the impairment of purchased tangibles. 
These expenses led to a total operating expense of $1.91 million for the quarter ending March 2006, a 73% 
rise over the operating expenses incurred in the first quarter of 2005. 

The resultant loss from operations was $1.84 million, compared to the operating loss of $1.08 million 
during the first quarter of 2005. The company realized a gain on marketable securities to the tune of $0.15 
million, and also incurred an interest expense of $20,369 as compared to around $14,000 incurred during 
Q1 2005.  The total operations saw a net loss of $1.71 million as against the net loss of $1.09 incurred in 
the similar quarter of 2005. 
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CONCLUSION

Viper Networks’ operation in the growing VoIP telephony industry may hold bright future prospects. 
The company already holds a strong presence in the international market and now appears poised to 
consolidate its foothold in the domestic VoIP market as well. Its innovative VoIP products and solutions, 
coupled with its capability of offering VoIP telephony services on a dial-up connection, is expected to 
help the company post impressive growth in revenue and profits going forward.  Additionally, the 
recent expansion of the company’s global footprint and increasing sales initiatives taken by the manage-
ment are steps that may serve to add to the company’s top line. 
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Disclaimer
Beacon Equity Research (otherwise known as BER) is an independent research firm specializing in small and micro capitaliza-

tion companies.  BER has no investment banking or consultation conflicts thereby minimizing the inherent conflicts of interest 

between the research analysts and the companies they cover.  BER is not a registered investment advisor or broker dealer.  No 

information in this report should be construed as an endorsement to either buy or sell any securities mentioned in this report.  

The analyst(s) who prepared this report rely on publicly available information which neither the analyst, nor BER, can guaran-

tee to be error-free or factually accurate.  All conclusions in this report are deemed reasonable and appropriate by the author. 

The Private Securities Litigation Reform Act of 1995 provides investors a "safe harbor" in regard to forward-looking 

statements.  To fully comply with the requirements of this law, BER cautions all investors that such forward-looking statements 

in this report are not guarantees of future performance. Unknown risk, uncertainties, as well as other uncontrollable or 

unknown factors may cause actual results to materially differ from the results, performance or expectations expressed or 

implied by such forward-looking statements.  Investors should exercise good judgment and perform adequate due-diligence 

prior to making any investment.  Ratings and price targets in this report should not be construed as recommendations or stock 

price predictors.  Readers of this report are urged to use due diligence in any purchase of security list herein.  Readers should 

consult the Company's SEC filings as well as our initial report on the firm to better understand the inherent risks associated 

with this security. There may be many uncontrollable or unknown factors which may cause actual results to materially differ 

from the results, performance or expectations expressed or implied by such forward-looking statements.  Investors should 

exercise good judgment and perform adequate due-diligence prior to making any investment. Beacon Equity Research has not 

been directly compensated for its research program.  

Readers should be aware that a majority owner of Beacon Equity Research is also an equity partner in Pasadena Capital 

Partners, an investor relations and consulting firm which represents Viper Networks, Inc.  Pasadena Capital Partners has been 

compensated 2,750,000 restricted rule 144 shares by the company for services and 700,000 free trading shares from a non-

controlling third-party, and holds no free trading shares as of the issuance of this report.  Pasadena Capital Partners or its 

principals may corporately or individually hold securities in any of the companies included in this report and may sell these 

securities at any time when permissible by law.  As of the issuance of this report, the principals of Beacon Research, in addition 

to any holdings related to Pasadena Capital Partners, declare to personally hold no shares of Viper Networks, Inc.  The analyst 

who solely created this report declares to hold no position or shares in any company listed. 

All decisions are made solely by the analyst and independent of outside parties or influence. 

I, Kris Goldcross, CFA, the author of this report, certify that the material and views presented herein represent my personal 

opinion regarding the content and securities included in this report.  In no way has my opinion been influenced by outside 

parties, nor has my compensation been either directly or indirectly tied to the performance of any security listed.  I certify that 

I do not currently own, nor will own and shares or securities in any of the companies featured in this report. 

Kris Goldcross completed the Chartered Financial Analyst program from the CFA Institute in August of 2005, and was 

awarded his CFA Charter in September 2005. Mr. Goldcross holds a bachelors degree in commerce and currently works for an 

Investment Banking Firm which specializes in a private wealth management. His work profile includes analysis and recom-

mendation of stocks listed on the Indian stock market to clients on the basis of both technical as well as fundamental analysis. 

Mr. Goldcross primarily concentrates on the metal, banking and FMCG sectors of the Indian capital markets. He also has 

expertise in analyzing the movement in exchange rates and its likely impact on global commodity prices. In addition he is also 

responsible for analyzing macro-economic variables including inflation, money supply to forecast movements in interest rates. 

 


