
BEACON EQUITY RESEARCH
Analyst:  Shailesh Dhuri, CFA
Research Note
September 19, 2006

Company Background

NextPhase Wireless, Inc. (OTCBB: NXPW), is an emerging wireless network-
ing firm that specializes in connectivity solutions and in providing integrated 
Internet, voice and data communications. The Company also provides dial-
up Internet access, DSL, T1 connections, co-location and web hosting.  Next-
Phase leverages its unique experience and skills gained from designing, 
deploying and operating a robust wireless wide area network (WWAN) since 
1999 to provide wireless connectivity solutions to businesses, system integra-
tors and municipalities. Additionally, the Company is also a wireless Internet 
service provider (WISP) of tiered Internet connectivity services to business 
and residential subscribers, operating from its wireless network operation 
center (WNOC).  The Company plans to strategically expand through selec-
tive acquisitions and by deploying additional tower sites and network 
repeaters at strategic locations. 

The Company uses its strategic relationships with manufacturers, distribu-
tors and service partners to offer a broad range of turnkey solutions and 
services to customers. The Company operates large scale NextZone™ and 
NextMetro™ networks in conjunction with its clients, or on behalf of them. 
NextPhase is exploiting the broadband and integration markets by making 
alliances, relationships and acquisitions to augment the growth of its connec-
tivity products and services operations, and also by developing a skilled 
management team with experienced professionals.
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Growth Strategy
 
NextPhase’s business model is based on identifying and servicing small- and medium-sized businesses that have 
limited choices for scaleable, cost-effective connectivity, due to locational disadvantages.  The Company is also 
targeting the fast-growing and underserved residential markets where deployment costs are high for conventional 
cable and DSL technologies, and are also not preferred due to their low density. 

With the Company’s aggressive growth plans on track, there exists a tremendous growth potential in these areas, 
which has also been supported by an 1100% growth in its customer base during the current quarter.

Acquisition Synergies
SpeedFactory, Inc. (now a division of NextPhase), was involved in an asset purchase acquisition of Synkronus, Inc., 
which was comprised of Internet services and connectivity businesses. The acquisition leveraged quarterly 
performance of the Company reflecting a 254% increase in revenues. Sales from the acquired business contributed 
more than 75% of the total sales. The Company anticipates generating approximately $2 million in additional revenue 
from the acquired business in FY2007. 

SpeedFactory is a leading regional ISP providing business class DSL and other complimentary connectivity products 
and services. The acquisition of SpeedFactory strengthens the product portfolio of the Company and provides 
accessibility to the fast-growing southeastern region. 

WiMAX Technology Upgrade
The Company is currently upgrading and extending its wireless network in readiness for deploying WiMAX services 
in early 2007. This will extend the Company’s reach across the southern California market, providing its customers 
with flexible, reliable and cost-effective solutions. Management believes that the technology will give a competitive 
edge to the Company. 
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Financials
 
The Company last reported financial results for the quarter ended June 2006.  Revenues stood at $0.5 million, 
reflecting a 254% increase as compared to the same quarter of the previous year, primarily a�ributable to the 
contribution from the sales of SpeedFactory.  The cost of revenue saw a year-over-year rise of 102%, from $0.15 
million to $0.31 million. The gross profit margin in the reported quarter of 2006 was 40.5%.  For the same quarter in 
2005, the Company recorded a negligible net loss. 

The combined selling, general and administrative (SG&A) expenses for 1Q 2007 totaled $0.6 million, a year-over-year 
increase of 70%.  These expenses consisted primarily of payroll and related costs, legal and accounting fees, non-cash 
compensation, facilities and related costs, equipment costs and rentals, consulting and professional fees, travel and 
entertainment costs, office expenses, and PR and marketing costs.

Depreciation amounted to close to $66,000, a 375% increase over the depreciation costs recorded in the similar quarter 
of the previous year. This was mainly on account of the Company’s capital assets, as it expanded operations.  The 
resulting operating loss was $0.44 million in June 2006, as compared to $0.36 million in the quarter ending June 2005.

The total interest expense for the reported quarter was $57,934, as compared to $2,458 in the quarter ending June 
2005. This was on account of the Company’s debt and amortization of the discounts associated with the beneficial 
conversion features of notes payable.

The Company recorded a net loss of $0.5 million this quarter, a 35% rise over the net loss of $0.36 million recorded in 
the same quarter of 2005. The Company currently has a weak liquidity position, with a negative working capital 
balance of $0.75 million. 

Components of Selling, Administrative & General Expenses Amount in $ 
Payroll and Related Costs 171,133 
Legal and Accounting Fees 127,679 
Non Cash Compensation 80,199 
Facilities and Related Costs 67,319 
Equipment Costs and Rentals 46,271 
Consulting and Professional Fees 41,186 
Travel and Entertainment Costs 12,840 
Office Expenses 11,007 
Public Relation and Marketing Costs 8,161 
Total 565,795 

 

Revenue & Operating Loss (in millions) for the Quarter end
June 05 & 06
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Recent Developments
 
On September 6th, 2006, NextPhase Wireless announced further expansion of its wireless
network, adding another tower site in the fast-growing Riverside County, with another
 two towers planned by year-end. As the fi�h fastest growing county in the US, with
 all of the associated infrastructure challenges, the Company believes that Riverside
 County represents a major opportunity.

On August 30th, 2006, NextPhase Wireless announced that the Company is in the process 
of accelerating its network upgrade program, with plans to deploy WiMAX services in 
early 2007.  The Company had made a decision to deploy WiMAX ready equipment back in 2004, and since then 
WiMAX technologies have developed rapidly. 

In July and August 2006, the Company filed reports for the fiscal year ending March 2006 and for the quarter ending 
June 2006. Revenue for the quarter ended June 2006   was to the tune of $0.5 million, exhibiting a 72% quarterly 
sequential growth. Furthermore, the net loss recorded in this quarter was $0.5 million, which was significantly lower 
than that of the quarter ending March, which saw a loss of $1.3 million. 

The annual data shows a 1479% year-over-year rise in revenue from $40,000 in March 2005 to $0.64 million in March 
2006. The net loss saw a 57% decline in the current fiscal year, going down to $1.86 million from $4.28 million 
recorded in March 2005. 

On March 29th, 2006, the Company announced the closure of the acquisition of Atlanta-based SpeedFactory, Inc. The 
Company, now a wholly-owned subsidiary of NextPhase Wireless, Inc., acquired all of the assets of Synkronus, Inc. 
(excluding cash). This acquisition is expected to add to the cash flow per share, and augment the top line by $2 
million annually, apart from bolstering the market leading portfolio of connectivity products and services over a 
greater geographical spread. 

On April 4th, 2006, the Company announced that it signed an agreement with Communication Technology Services 
(CTS) for the nationwide provision of broadband connectivity installation and technical support services. NextPhase 
has found a strong partner for the installation and technical support in Communication Technology Services, with its 
nationwide presence, broad experience and expertise in connectivity technologies. 

Conclusion

NextPhase Wireless, Inc., is continuing its concentration on identifying opportunities for growth in the wireless 
connectivity and Internet services markets. It is pursuing what appears to be a very strong growth strategy with the 
recent acquisitions of Blazen Wireless and SpeedFactory.  This has enabled the Company to consolidate its presence 
in Southern California and make an entrance into southeastern markets by providing innovative connectivity 
services. Through its efforts, the Company has witnessed an increase in its customer base to the tune of 1100% and 
has significantly improved its financial performance. By continuing on the current growth and acquisition trend, 
NextPhase Wireless is becoming a leading contender in the wireless connectivity and Internet services solutions 
provider in the markets it serves. 
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Disclaimer 
Beacon Equity Research (otherwise known as BER) is an independent research firm specializing in small and micro 
capitalization 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 guarantee 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 
be�er 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 NextPhase Wireless, 
Inc.  Pasadena Capital Partners has been compensated 400,000 restricted rule 144 shares by the company for services, 
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 zero shares of NextPhase 
Wireless, 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, Shailesh Dhuri, 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.

Shailesh Dhuri, CFA - Senior Analyst
Shailesh is co-founder of Advanced Investment Mechanics. Prior to establishing AIM, Mr. Dhuri worked for the 
treasury team at Credit Agricole Indosuez, where he was responsible for bond trading, ALM and transfer pricing. 
Before moving to Credit Agricole, Shailesh headed the trading desk of one of the primary dealers of Indian 
Government Bonds. Shailesh started his career with Unit Trust of India, where he held various assignments, 
including launch of the first money market mutual fund in India, heading the treasury desk of the fund. Shailesh is 
holds an MBA from the Indian Institute of Management, Bangalore. In addition, he holds CFA qualification from 
ICFAI, FRM qualification from GARP, PRM qualification from PRMIA, and Cost Accounting qualification from 
ICWAI.

All material contained in this report is the sole property of Beacon Research Partners, LLC.
No information contained herein may be copied or reproduced in any manner without the
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