
===============================================================================

                       SECURITIES AND EXCHANGE COMMISSION
                             WASHINGTON, D.C. 20549

                                   FORM 10-QSB

                QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d)
                     OF THE SECURITIES EXCHANGE ACT OF 1934

                  For the Quarterly Period Ended June 30, 1998

                        Commission File Number 0001-22563

                                   PC411, INC.
        (Exact name of small business issuer as specified in its charter)

                  Delaware                                    95-4463937
       (State or other jurisdiction of                    (I.R.S. Employer
       incorporation or organization)                   Identification Number)

           9800 S. LaCienega Blvd.
                Inglewood, CA                                   90301
  (Address of principal executive offices)                    (Zip Code)

                                 (310) 645-1114
                (Issuer's telephone number, including area code)

     Check whether the issuer (1) has filed all reports required to be filed by
Section 13 or 15(d) of the Exchange Act during the preceding 12 months (or for
such shorter period that the registrant was required to file such reports), and
(2) has been subject to such filing requirements for the past 90 days. 
Yes X   No
   ---    ---

     As of August 14, 1998, there were outstanding 3,120,000 shares of the
issuer's Common Stock, $.01 par value.

===============================================================================

                                   PC411, INC.
                         QUARTERLY REPORT ON FORM 10-QSB
                  FOR THE QUARTERLY PERIOD ENDED JUNE 30, 1998

                                TABLE OF CONTENTS

PART I. FINANCIAL INFORMATION
<TABLE>
<CAPTION>

                                                                                       Page
                                                                                       ----
<S>                <C>                                                                 <C>
Item 1.            Condensed Consolidated Financial Statements (Unaudited):

                   Condensed Consolidated Balance Sheets as of June 30, 1998



                       and December 31, 1997.........................................    3

                   Condensed Consolidated Statements of Operations for the
                       three months and six months ended June 30, 1998 and
                       1997..........................................................    4

                   Condensed Consolidated Statements of Cash Flows for the
                       six months ended June 30, 1998 and 1997.......................    5

                   Condensed Notes to the Quarterly Consolidated Financial                
                       Statements....................................................    6

Item 2.            Management's Discussion and Analysis of Financial
                       Condition and Results of Operations...........................    9

PART  II. OTHER INFORMATION

Item 1.            Legal Proceedings.................................................    16

Item 2.            Changes in Securities and Use of Proceeds.........................    16

Item 6.            Exhibits and Reports on Form 8-K..................................    18

SIGNATURE...........................................................................     19
</TABLE>

                                       2

                                   PC411, INC.
                          (A Development Stage Company)

                      CONDENSED CONSOLIDATED BALANCE SHEETS
                                   (Unaudited)

<TABLE>
<CAPTION>

                                                                           June 30.        December 31,
                                                                       ----------------- -----------------
                                                                             1998              1997
                                                                       ----------------- -----------------

<S>                                                                      <C>              <C>         
ASSETS:
Current assets:
    Cash and cash equivalents.....................................       $ 2,915,231       $   949,157
    Investments...................................................                --         3,498,116
    Restricted assets.............................................           567,000           100,000
    Accounts receivable...........................................             5,815             8,963
    Accrued interest receivable...................................             5,965            70,233
    Prepaid expenses and other current assets.....................            45,427           103,232
                                                                         -----------       -----------

         Total current assets.....................................         3,539,438         4,729,701

Machines held for lease...........................................            41,508                --

Property and equipment, net.......................................           160,105           128,959

Intangible assets, net............................................           442,413                 --
                                                                         -----------       ------------

         Total assets.............................................       $ 4,183,464       $ 4,858,660
                                                                         ===========       ===========

CURRENT LIABILITIES:
Accounts payable and accrued expenses.............................       $   190,038       $   178,789



Deferred revenue..................................................            51,643            54,035
                                                                         -----------       -----------

         Total current liabilities................................           241,681           232,824
                                                                         -----------       -----------

STOCKHOLDERS' EQUITY:
    Preferred stock, Series A $.01 par value.  Authorized
       5,000,000 shares; no shares issued and outstanding.........                --                --
    Common Stock, $.01 par value.  Authorized 25,000,000
       shares; 3,120,000 and 2,972,500 shares issued and
       outstanding, respectively..................................            29,725            29,725
    Additional paid-in capital....................................         7,749,059         7,409,809
    Deficit accumulated during the development stage..............        (3,837,001)       (2,813,698)
                                                                         -----------       -----------

         Total stockholders' equity...............................         3,941,783         4,625,836
                                                                         -----------       -----------

         Total liabilities and stockholders' equity...............       $ 4,183,464       $ 4,858,660
                                                                         ===========       ===========
</TABLE>

      See accompanying Notes to Condensed Consolidated Financial Statements
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                                   PC411, INC.
                          (A Development Stage Company)

                 CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
                                   (Unaudited)

<TABLE>
<CAPTION>

                                              Three Months Ended             Six Months Ended         Period From  
                                             -----------------------       ----------------------   December 29, 1993
                                             June 30,       June 30,       June 30,      June 30,  (Date of Inception)
                                               1998           1997           1998          1997      to June 30, 1998
                                             --------       --------       --------      --------  -------------------
<S>                                          <C>            <C>            <C>            <C>         <C>     
Revenues .............................   $    24,362    $    50,491    $    47,511    $    92,041     $  259,054

Cost and expenses:
     Cost of revenues ................        89,868         40,865        183,440         71,524        500,739
     Research and development ........        48,188         16,796        117,673         24,639        832,765
     Sales and marketing .............       108,711         50,321        320,254         66,176        655,909
     General and administrative ......       302,476        156,788        541,767        286,646      2,147,947
                                         -----------    -----------    -----------    -----------    -----------
                                             549,243        264,770      1,163,134        448,985      4,137,360
                                         -----------    -----------    -----------    -----------    -----------

Operating loss .......................      (524,881)      (214,279)    (1,115,623)      (356,944)    (3,878,306)
                                         -----------    -----------    -----------    -----------    -----------

Other income (expense):
     Interest and other income .......        34,021         35,473         92,320         35,473        312,566
     Interest expense ................            --        (36,256)            --        (94,002)      (268,861)
                                         -----------    -----------    -----------    -----------    -----------

                                              34,021           (783)        92,320        (58,529)        43,705
                                         -----------    -----------    -----------    -----------    -----------



Loss before income taxes .............      (490,860)      (215,062)    (1,023,303)      (415,473)    (3,834,601)

Income taxes .........................            --             --             --            800          2,400
                                         -----------    -----------    -----------    -----------    -----------

Net loss .............................      (490,860)      (215,062)    (1,023,303)      (416,273)    (3,837,001)

Dividends on preferred shares ........            --        (28,429)            --       (132,679)
                                         -----------    -----------    -----------    -----------

Net loss applicable to common stock ..   $  (490,860)   $  (243,491)   $(1,023,303)   $  (548,952)
                                         ===========    ===========    ===========    ===========

Net loss per share (basic and diluted)   $      (.16)   $      (.10)   $      (.34)   $      (.26)
                                         ===========    ===========    ===========    ===========

Shares used in computing net loss per
     share ...........................     3,058,145      2,472,427      3,015,323      2,099,075
                                         ===========    ===========    ===========    ===========
</TABLE>

      See accompanying Notes to Condensed Consolidated Financial Statements
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                                  PC411, INC.
                         (A Development Stage Company)
                                        
                CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
                                  (Unaudited)

<TABLE>
<CAPTION>
                                                                                Six Months Ended               Period From
                                                                       ----------------- -----------------  December 29, 1993
                                                                           June 30,          June 30,      (Date of Inception)
                                                                             1998              1997          to June 30, 1998
                                                                       ----------------- ----------------- -------------------
<S>                                                                      <C>              <C>                 <C>
Cash flows from operating activities:
   Net loss........................................................      $(1,023,303)     $ (416,273)         $ (3,837,001)
   Adjustments to reconcile net loss to net cash
    used in operating activities:
     Depreciation and amortization.................................           35,114          19,919               141,905
     Interest component of stock options granted...................               --          70,000                70,000
     Amortization of discount on loan payable......................               --              --               160,940
     Changes in assets and liabilities:
        Accounts receivable........................................            3,148          10,947                (5,815)
        Purchase of machines held for lease........................          (41,508)             --               (41,508)
        Prepaid expenses and other current assets..................          122,073         149,870               (51,392)
        Accrued expenses...........................................           11,249         126,708               190,038
        Deferred revenues..........................................           (2,392)         27,743                51,643
                                                                         -----------      ----------           -----------

Net cash used in operating activities..............................         (895,619)        (11,086)           (3,321,190)
                                                                          ----------      ----------             ---------

Cash flows from (used in) investing activities:
   Increase in restricted assets...................................         (467,000)       (100,000)             (567,000)
   Purchase of investments.........................................               --      (4,747,779)           (6,116,584)



   Sale of short-term investments..................................        3,498,116              --             6,116,584
   Acquisition of business.........................................         (104,250)             --              (104,250)
   Acquisition of property and equipment...........................          (55,173)         (5,978)             (290,923)
                                                                          ----------     -----------           -----------

Net cash flows from (used in) investing activities..................       2,871,693      (4,853,757)             (962,173)
                                                                          ----------     -----------           -----------

Cash flows from financing activities:
   Proceeds from loan payable......................................               --         369,998               697,063
   Repayment of loan to related party, net.........................               --        (619,016)             (619,016)
   Shareholder cash contribution...................................               --              --                92,047
   Issuance of common stock........................................               --       5,885,000             6,037,500
   Deferred finance charges.........................................         (10,000)             --               (10,000)
   Issuance of preferred stock......................................              --              --             1,001,000
                                                                          ----------     -----------           -----------

Net cash flows provided from financing activities..................          (10,000)      5,635,982             7,198,594
                                                                          ----------     -----------           -----------

Net increase in cash...............................................        1,966,074         771,139             2,915,231
Cash and cash equivalents at beginning of period...................          949,157           8,605                    --
                                                                          ----------     -----------           -----------

Cash and cash equivalents at end of period.........................       $2,915,231     $   779,744           $ 2,915,231
                                                                          ==========     ===========           ===========

Detail of acquisition:
   Fair value of assets acquired...................................       $  339,750     $        --           $   485,000
   Liabilities assumed.............................................           61,500              --                61,500
</TABLE>

      See accompanying Notes to Condensed Consolidated Financial Statements
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                                   PC411, INC.
                          (A Development Stage Company)

              NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
                                   (Unaudited)

(1)    Business and Organization

       PC411, Inc. (the "Company") was incorporated in Delaware on December 29,
       1993. Prior to May 8, 1998, the Company's principal business was an
       on-line service that transmits name, address, telephone number and other
       related information digitally to users of personal computers. On May 8,
       1998, the Company acquired Controlled Distribution Systems, Inc. ("CDS",
       formerly known as Coinexx Corporation).

       Initial Public Offering

       On May 21, 1997, the Company completed an initial public offering ("IPO")
       of 1,322,500 units (including 172,500 units from the exercise of the
       Underwriter's over-allotment option), each unit consisting of one share
       of Common Stock and one Redeemable Class A Warrant to purchase a share of
       Common Stock. The units were sold for $5.75 each and the Company
       received, after expenses of the IPO, approximately $5.9 million in net
       proceeds. In connection with the IPO, the Company effected a
       172.7336-for-1 stock split of the Company's Common Stock. All shares and
       share amounts have been restated to reflect the stock split.

       CDS Acquisition

       On May 8, 1998, the Company acquired CDS, a development stage company
       engaged in the marketing and leasing of an inventory control system for



       tobacco products. Under the terms of the acquisition, the CDS
       stockholders received 147,500 shares of the Company's Common Stock at
       closing. In addition, the Company will issue an additional 147,500 shares
       to CDS stockholders on each of the first, second and third anniversaries
       of the closing provided that on each such delivery date CDS is actively
       engaged in the business it is now engaged. The schedule for the deferred
       deliveries of stock is subject to a delay of 12 months if the President
       of CDS (the "Executive") is not employed by CDS on any of the three
       anniversary dates and is subject to acceleration if the Company's Common
       Stock trades at $15 per share for 60 consecutive trading days. In
       connection with this acquisition, the Company entered into a three-year
       employment agreement, subject to certain termination provisions, with the
       Executive. The Executive was also granted options to purchase 110,000
       shares of Common Stock of the Company at $1.50 per share. CDS did not
       have any significant tangible assets at the time of acquisition and to
       date has not recognized material revenues. The aggregate of the fair
       value of the shares issued and issuable to the CDS stockholders as
       consideration for the acquisition of $339,250 and legal and other costs
       incurred in the acquisition of $104,250 have been capitalized and will be
       amortized over an estimated useful life of five years.
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                                   PC411, INC.
                          (A Development Stage Company)

       NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS - (Continued)
                                   (Unaudited)

(2)    Principles of Reporting

       The consolidated financial statements of the Company as of June 30, 1998
       presented herein include the accounts of PC411 and CDS and have been
       prepared by the Company without an audit. In the opinion of management,
       all adjustments, consisting only of normal recurring adjustments,
       necessary to present fairly the financial position as of June 30, 1998
       and the results of operations and cash flows for all periods presented
       have been made. Results for the interim periods are not necessarily
       indicative of the results for the entire year.

       These financial statements should be read in conjunction with the audited
       financial statements and notes thereto for the year ended December 31,
       1997 included in the Company's Form 10-KSB (Commission File No.
       0001-22563).

       Certain reclassifications have been made to prior year financial
       information to conform with current year presentation.

       Use of Estimates

       The preparation of the financial statements in conformity with generally
       accepted accounting principles requires management to make estimates and
       assumptions that affect the reported amounts of assets and liabilities
       and disclosure of contingent assets and liabilities at the date of the
       financial statements and the reported amounts of revenue and expenses
       during the reporting period. Actual results could differ from those
       estimates.

       Stock Options

       The Company applies APB Opinion No. 25 and related Interpretations in
       accounting for its stock options. In 1995, the Financial Accounting
       Standards Board issued SFAS No. 123, "Accounting for Stock-Based
       Compensation", which, if fully adopted, changes the methods of
       recognition of cost on certain stock options. The Company has elected to



       apply the "disclosure only" provisions of SFAS No. 123. Such disclosures
       are not required in interim financial statements.

       Restricted Assets

       Restricted assets consist of cash pledged as collateral for a letter of
       credit collateralizing a contract to purchase equipment ($467,000) and
       for a credit card facility ($100,000).

       New Accounting Pronouncements

       For transactions entered into in fiscal years beginning after December
       15, 1997, the Company adopted and is reporting in accordance with SOP
       97-2, "Software Revenue Recognition". The adoption of SOP 97-2 did not
       have a material impact on the Company's financial statements. In March
       1998, the AICPA issued SOP 98-1, "Accounting for the Costs of Computer
       Software Developed or Obtained for Internal Use." SOP 98-1 provides
       guidance that the carrying value of
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                                   PC411, INC.
                          (A Development Stage Company)

       NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS - (Continued)
                                   (Unaudited)

       software developed or obtained for internal use is assessed based upon an
       analysis of estimated future cash flows on an undiscounted basis and
       before interest charges. SOP 98-1 is effective for transactions entered
       into in fiscal years beginning after December 15, 1998. The Company
       believes that adoption of SOP 98-1 will not have a material impact on the
       Company's financial statements.

       In June 1997, the FASB issued SFAS No. 131, "Disclosures about Segments
       of an Enterprise and Related Information", which establishes standards
       for the way that public business enterprises report information about
       operating segments. SFAS No. 131 is effective for financial statements
       for fiscal years beginning after December 15, 1997. The Company is
       currently reviewing its operating segment disclosures and will adopt SFAS
       No. 131 in the fourth quarter of 1998.

(3)    Restatement

       Unaudited quarterly financial data for the three months ended March 31,
       1998 have been restated due to a mischaracterization of deferred revenues
       as revenues. The unaudited quarterly financial data for the three and six
       months ended June 30, 1998 have been prepared based on the restated
       financial data presented below. The effect of such restatement, as
       discussed above, is presented in the following table.

<TABLE>
<CAPTION>
                                                               Three Months Ended 
                                                                 March 31, 1998
                                                            ---------------------------   
                                                                            Previously
                                                            As restated      reported
                                                            -----------     -----------
<S>                                                          <C>             <C>
       Revenues............................................ $   23,148      $   48,469

       Operating expenses..................................    613,891         613,891
                                                            ----------      ----------

       Operating loss......................................   (590,743)       (565,422)
                                                            ----------      ----------

       Other income........................................     58,299          58,299
                                                            ----------      ----------



       Net loss...........................................    (532,444)       (507,123)
                                                            ----------      ----------

       Net loss per share (basic and diluted).............  $   (0.18)      $   (0.17)
                                                            ==========      ==========

       Shares used in computing net loss per share.........  2,972,500       2,972,500
                                                            ==========      ==========
</TABLE>

 (4)   Related Party Transactions

       Certain accounting and related finance functions are performed on behalf
       of the Company by employees of New Valley Corporation ("NVC"), the
       Company's principal stockholder. Expenses incurred relating to these
       functions are allocated to the Company and paid as incurred to NVC based
       on management's best estimate of the cost involved. The amounts allocated
       were immaterial for all periods presented herein.

 (5)   Net Loss Per Share

       Basic loss per share of common stock is computed by dividing net loss
       applicable to common shareholders by the weighted average shares of
       common stock outstanding during the period. Diluted per share results
       reflect the potential dilution from the exercise or conversion of
       securities into common stock.

       Stock options, warrants and contingent shares (both vested and
       non-vested) totaling 3,819,515 and 904,000 shares at June 30, 1998 and
       1997, respectively, were excluded from the calculation of diluted per
       share results presented because their effect was accretive. Accordingly,
       diluted net loss per common share is the same as basic net loss per
       common share.

 (6)   Contingencies

       The Company is a defendant in a lawsuit asserted by a former employee
       seeking a severance payment of $150,000. The Company believes the claim
       is without merit; however, no assurance can be given that the Company
       will prevail in its defense of the claim.
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                                   PC411, INC.
                          (A Development Stage Company)

Item 2.    MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND 
           RESULTS OF OPERATIONS

The following discussion and analysis of the Financial Condition and Results of
Operations of the Company should be read in conjunction with the Management's
Discussion and Analysis of Financial Condition and Results of Operations and the
consolidated financial statements and the notes thereto included in the
Company's Form 10-KSB (Commission File No. 0001-22563) relating to the year
ended December 31, 1997.

Overview

The Company presently has two lines of business: the delivery of an on-line
electronic directory information service (the "PC411 Service") and the marketing
of an inventory control system for tobacco products through its subsidiary,
Controlled Distribution Systems, Inc. ("CDS").

PC411 Service - The Company has conducted the PC411 Service since 1994. The
PC411 Service licenses a database with more than 110 million U.S. and Canadian
residence and business telephone numbers, addresses and ZIP codes. A customer
can access the PC411 Service using a computer by either dialing directly into
the Company's server, in which the database is housed, or indirectly via the



Internet. Either method requires the use of the Company's copyrighted,
Windows-based, software program, PC411 for Windows 3.0, which was introduced in
November 1997. Designed to operate in a Windows 95 environment, PC411 for
Windows 3.0 is Internet compatible and has been enhanced to provide a quicker,
easier to use search tool. In addition, a limited version of the PC411 Service
is available at no charge via the Internet at the address http://www.pc411.com.
Although the Company's expenditures for marketing were significant in the six
months ended June 30, 1998, the Company has not developed any significant
customer base or revenue.

To date, the PC411 Service has experienced limited revenue and significant
operating losses. In view of the PC411 Service's operating results, the Company
is reevaluating its commitment to the PC411 Service business. In connection with
such reevaluation, the Company is exploring a number of possible alternatives
for the PC411 Service business including, but not limited to, a sale of such
business, the contribution of the assets of such business to a new entity in
exchange for an equity interest in such entity or a termination of the PC411
Service business. If the PC411 Service business is terminated, the Company
currently estimates that shut-down costs will be approximately $650,000.

In September 1997, the Company entered into a license agreement with Acxiom,
Inc. ("Acxiom") pursuant to which it licenses the database consisting of the
residential and business listings which are part of the PC411 Service. This
license agreement supersedes a previous license agreement between the Company
and Pro CD, Inc. ("Pro CD") which was acquired by Acxiom. Under the license
agreement, Acxiom is entitled to a royalty payment equal to 12% of the Company's
revenue generated from the PC411 Service. The minimum royalty payments for the
first, second and third years under this agreement are $75,000, $125,000 and
$175,000, respectively, and are payable upon the commencement of the first year
and at the end of each such subsequent year. In addition, the Company paid 
Acxiom $15,000 in the first quarter of 1998 as a final payment due under the
prior license agreement with Pro CD. Further, the parties agreed that the
minimum royalty payments and terms of payment for the second and third years of
the agreement will be reviewed during the ninth month of the initial year of the
agreement.

The Company generates revenue by charging its customers an annual subscription
fee. To become a subscriber, a user must install PC411 for Windows 3.0 on his
computer's hard drive. PC411 for Windows 3.0 can either be downloaded from the
Company's Web site or can be obtained by purchasing equipment or software from
one of the Company's bundling partners. The Company has entered into
distribution agreements with Multimedia Labs (representing 3Com), The Media Farm
(representing Hayes modems), 3Com/US Robotics and Silicom Multimedia
(representing AST). Pursuant to these distribution agreements, PC411 for Windows
3.0 is preinstalled on a computer's hard drive or a copy of PC411 for Windows
3.0 is included with the purchase of a modem. The Company pays distribution fees
to these equipment manufacturers for the distribution of PC411 for Windows 3.0
either based upon the number of new customers that subscribe to the PC411
Service or the revenue that such new customers generate. The distribution
agreement with IBM (Aptiva) expired on June 1, 1998 and has not been renewed.
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                                   PC411, INC.
                          (A Development Stage Company)

Item 2.    MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND 
           RESULTS OF OPERATIONS (continued)

CDS - In May, 1998, the Company acquired the stock of CDS, a development stage
company engaged in the marketing and leasing of an inventory control system for
tobacco products. Under the terms of the acquisition, the former CDS
stockholders received 147,500 shares of the Company's Common Stock at closing.
In addition, the Company will issue an additional 147,500 shares in the
aggregate to the former CDS stockholders on each of the first, second and third
anniversaries of the closing provided that on each such delivery date CDS was
actively engaged in the business it is now engaged. The schedule for the
deferred deliveries of stock is subject to a delay of 12 months if the current



President of CDS (the "Executive") is not employed by CDS on any of the three
anniversary dates and is subject to acceleration if the Company's Common Stock
trades at $15 per share for 60 consecutive trading days. In connection with this
acquisition, the Company entered into a three-year employment agreement, subject
to certain termination provisions, with the Executive. The Executive was also
granted options to purchase 110,000 shares of Common Stock of the Company at
$1.50 per share. CDS did not have any significant tangible assets at the time of
acquisition and to date has not recognized material revenues. The aggregate of
the fair value of the shares issued and issuable to the CDS stockholders as
consideration for the acquisition of $339,250 and legal and other costs incurred
in the acquisition of $104,250 have been capitalized and will be amortized over
an estimated useful life of five years.

CDS markets a dispensing machine for cigarettes, which is controlled by a
remote-control device. The dispensing machine is designed to replace the current
money-operated cigarette vending machine. The Company's product is
differentiated from the current money-operated vending machine by a
remote-control transmitter, which may only be activated by an authorized
individual. Thus, the operation of the machine requires a face-to-face
transaction between the operator (typically a cashier) and the customer wishing
to purchase cigarettes. CDS' management believes that this method for dispensing
cigarettes would be permitted under the final Food and Drug Administration
regulations issued August 28, 1996 and various bills proposed before Congress
this year which would restrict the sale and distribution of cigarettes. CDS
believes that the principal market for its equipment consists of restaurants,
bars and taverns. The Company intends to lease its equipment to these entities
for a 36-month term and intends to derive additional revenues by selling
advertising space on the machine's panels. CDS will depreciate the equipment
over five years. The Company believes that depreciation will be the principal
component of costs of sales related to the leases. As of August 14, 1998, CDS
had entered into 13 leases and had commitments to purchase machines for
approximately $475,000 from a foreign manufacturer with which CDS has an
exclusive contract. As of June 30, 1998, the Company classified $467,000 pledged
as collateral for a letter of credit, which collateralized the purchase, as a
restricted asset. CDS has recently employed two additional executives, including
a Vice President of Sales.

The Company may also seek to acquire other businesses and/or properties, which
may or may not be related to its existing businesses. Acquisitions involve
numerous risks, including difficulties in the assimilation of the operations and
products or services of the acquired companies, the expenses incurred in
connection with the acquisition and subsequent assimilation of operations and
products or services, the diversion of management's attention from other
business concerns and the potential loss of key employees of the acquired
company. The Company may also face increased competition for acquisition
opportunities which may inhibit its ability to consummate suitable acquisitions
on terms favorable to the Company. There can be no assurance that the Company
will successfully identify, 
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                                   PC411, INC.
                          (A Development Stage Company)

Item 2.    MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND 
           RESULTS OF OPERATIONS (continued)

complete or integrate any future acquisitions, or that acquisitions, if
completed, will contribute favorably to the Company's operations and future
financial condition.

The limited operating history of the Company makes the prediction of future
results of operations difficult or impossible. The Company believes that period
to period comparisons of its operating results for any period should not be
relied upon as an indication of future performance. The continued development of
the PC411 Service and CDS businesses will require the Company to significantly
increase its operating expenses in order to build its sales and marketing staff,
increase product development spending, and invest in infrastructure. As a
result, the Company expects to continue to incur significant losses for the



foreseeable future.

The Company's operating results may fluctuate significantly in the future as a
result of a variety of factors, many of which are outside the Company's control.
In addition, the Company does not have historical financial data for any
significant period of time on which to base planned operating expenses. The
Company's expense levels are based in part on its expectations concerning future
revenue and to a large extent are fixed. Quarterly revenue and operating results
depend substantially upon signing up new customers and retaining such customers
which are difficult to forecast accurately. The Company may be unable to adjust
spending in a timely manner to compensate for any unexpected revenue shortfall,
and any significant shortfall in revenue in relation to the Company's
expectations would have an immediate adverse effect on the Company's business,
results of operations and financial condition. In addition, the Company
currently expects CDS to increase significantly its operating expenses as it
builds its sales and marketing staff, increases product development spending and
invests in infrastructure. To the extent that such expenses precede or are not
subsequently followed by increased revenue, the Company's business, results of
operations and financial condition will be materially and adversely affected.
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                                   PC411, INC.
                          (A Development Stage Company)

Item 2.    MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND 
           RESULTS OF OPERATIONS (continued)

Recent Accounting Developments. For transactions entered into in fiscal years
beginning after December 15, 1997, the Company adopted and is reporting in
accordance with SOP 97-2, "Software Revenue Recognition". The adoption of SOP
97-2 did not have a material impact on the Company's financial statements. In
March 1998, the AICPA issued SOP 98-1, "Accounting for the Costs of Computer
Software Developed or Obtained for Internal Use." SOP 98-1 provides guidance
that the carrying value of software developed or obtained for internal use is
assessed based upon an analysis of estimated future cash flows on an
undiscounted basis and before interest charges. SOP 98-1 is effective for
transactions entered into in fiscal years beginning after December 15, 1998. The
Company believes that adoption of SOP 98-1 will not have a material impact on
the Company's financial statements.

In June 1997, the FASB issued SFAS No. 131, "Disclosures about Segments of an
Enterprise and Related Information", which establishes standards for the way
that public business enterprises report information about operating segments.
SFAS No. 131 is effective for financial statements for fiscal years beginning
after December 15, 1997. The Company is currently reviewing its operating
segment disclosures and will adopt SFAS No.
131 in the fourth quarter of 1998.

Year 2000 Costs. The Company has evaluated the costs to implement century date
change compliant systems conversions and is in the process of executing a
planned conversion of its systems prior to the year 2000. Although such costs
may be a factor in describing changes in operating profit for given reporting
period, the Company currently does not believe that the anticipated costs of
year 2000 systems conversions will have a material impact on its future
condensed results of operations. However, due to the interdependent nature of
computer systems, the Company may be adversely impacted in the year 2000
depending on whether it or entities not affiliated with the Company have
addressed this issue successfully.

Results of Operations

Revenues. The Company's revenues have been derived from registration fees and
usage charges for the modem dial-up PC411 service. Revenues are recognized over
the period in which the related services are to be provided. Revenues for the
PC411 Service for the three months and six months ended June 30, 1998 were
$24,362 and $47,511, respectively, compared to $50,491 and $92,041 for the same



periods in the prior year. The decrease in revenues was due primarily to lower
sales due to the cancellation of a bundling agreement with an OEM partner. This
downward trend began during the three-month period ended September 30, 1997. CDS
had no revenues for the three and six months ended June 30, 1998.
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Item 2.    MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND 
           RESULTS OF OPERATIONS (continued)

Cost of Revenues. Cost of revenues consists primarily of the cost of data and
the distribution fees payable to OEM partners in 1997 and 1998. Cost of revenues
in 1998 also includes employee compensation and depreciation associated with the
maintenance of the PC411 Service. The Company's contract for the listing data
provides for payment based on a specified percentage of revenues that the
Company generates from the distributing the data, with minimum annual payments.
To date, the Company has been only required to pay the minimum quarterly
payments. Cost of revenues for the three months and six months ended June 30,
1998 were $89,868 and $183,440, respectively, as compared to $40,865 and $71,524
for the same periods in the prior year. The increase is due primarily to the
increased costs in the maintenance of the PC411 Service.

Research and Development. Research and development expenses consist primarily of
employee compensation associated with the design, programming, and testing of
the PC411 service. Research and development expenses for the three months and
six months ended June 30, 1998 were $48,188 and $117,673, respectively, as
compared to $16,796 and $24,639 for the same periods in the prior year. The
increase in research and development was primarily attributable the
re-engineering of the PC411 for Windows version 3.0.

Sales and Marketing Expenses. Sales and marketing expenses consist primarily of
direct mail, public relations, print advertising, and trade shows. Sales and
marketing expenses for the three months and six months ended June 30, 1998 were
$108,711 and $320,254, respectively, as compared to $50,321 and $66,176 for the
same periods in the prior year. The increase in sales and marketing expenses is
due to the Company's efforts to expand distribution of PC411 for Windows version
3.0 and initiation of a renewal program for current subscribers to the PC411
Service.

General and Administrative Expenses. General and administrative expenses consist
primarily of expenses for administration, office operations, and general
management activities, including legal, accounting, and other professional fees.
General and administrative expenses for the PC411 Service were $216,503 and
$455,794 for the three months and six months ended June 30, 1998, respectively,
as compared to $156,788 and $286,646 for the same periods in the prior year. The
increase in general and administrative expenses is due to an increase in payroll
and costs associated with a public company. General and administrative expenses
for CDS were $85,973 for the three and six months ended June 30, 1998. The CDS
expenses consisted principally of payroll and consulting expenses.

Other Income (Expense). Interest expense was $36,256 and $94,002 for the three
months and six months ended June 30, 1997, respectively. The interest expense
was attributed entirely to the loan from New Valley Corporation ("NVC"), the
principal shareholder of the Company. Included in interest expense was $35,000
and $70,000 for each respective period in imputed interest attributable to stock
options granted to Direct Assist Holding Inc. ("DAH"), a wholly-owned subsidiary
of NVC, on January 29, 1997. Interest and other income was $34,021 and $92,320
for the three months and six months ended June 30, 1998, compared to $35,473 for
the three and six months ended June 30, 1997. The increase is principally
related to interest on the funds received on May 22, 1997 from the Company's
initial public offering ("IPO").
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Item 2.    MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND 
           RESULTS OF OPERATIONS (continued)

Liquidity and Capital Resources

The Company has not been able to generate sufficient cash from operations and,
as a consequence, financing has been required to fund ongoing operations. The
Company has financed its operations to date primarily through the sale of its
Preferred Stock to DAH, secured short-term borrowings from NVC and the proceeds
of the IPO. Two of the Company's directors and its Chief Financial Officer are
or have been executive officers of NVC.

On May 21, 1997, the Company sold 1,322,500 units (including 172,500 units from
the exercise of the underwriter's over-allotment option) in the IPO, each unit
consisting of one share of Common Stock and one Redeemable Class A Common Stock
Purchase Warrant to purchase one share of Common Stock. The units were sold for
$5.75 each and the Company received, after expenses of the IPO, approximately
$5.9 million in net proceeds. After the repayment of the indebtedness to NVC,
cumulative Preferred Stock dividends in the amount of $171,953 and an $80,000
consulting fee to the underwriter of the IPO, approximately $5.4 million
remained for the completion of the introduction of the PC411 Service over the
Internet, to expand marketing, sales and advertising, to develop or acquire new
services or databases, and for general corporate purposes. Cash used in
operations for the six months ended June 30, 1998 and 1997 was $895,619 and
$11,086, respectively.

Cash provided from investing activities for the six months ended June 30, 1998
was $2,871,693, compared with cash used in investing activities of $4,853,757
during the six months ended June 30, 1997. The primary source of cash provided
from investing activities in 1998 was the maturity of certain short-term
investments and subsequent conversion to cash-investment accounts in the second
quarter of 1998. Cash used in investing activities for the 1997 period resulted
primarily from the investment of proceeds from the IPO into the aforementioned
short-term investments. Capital expenditures for the six months ended June 30,
1998 and 1997 were $55,173 and $5,978, respectively. The expenditures in 1998
were primarily for CDS' office furniture and computers. The expenditures for
1997 were primarily for computer equipment. The Company also incurred $104,250
of costs, principally legal and other fees, in connection with the CDS
acquisition. The Company will amortize these costs over an estimated useful life
of five years.

Cash provided from financing activities for the six months ended June 30, 1997
consisted of $5,635,982, which was primarily associated with the Company's IPO.
On May 22, 1997, the Company issued to NVC warrants in satisfaction of $250,000
of indebtedness owed to NVC. The balance of the indebtedness to NVC, $447,064,
including accrued interest, was paid from the net proceeds from the IPO. The
Company also paid preferred stock dividends in arrears of $171,953 to NVC.

The Company expects that cash used in operating activities could increase in
the future. The timing of the Company's future capital requirements, however,
cannot be accurately predicted. The Company's capital requirements depend upon
numerous factors, principally the acceptance and use of CDS's product and the
PC411 Service and the Company's ability to generate revenue. If capital
requirements vary materially from those currently planned, the Company may
require additional financing, including, but not limited to the sale of equity
or debt securities. The Company has no commitments for any additional financing,
and there can be no assurance that any such commitments can be obtained. Any
additional equity financing may be dilutive to the Company's existing
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Item 2.    MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND 
           RESULTS OF OPERATIONS (continued)

stockholders, and debt financing, if available, may involve pledging some or all
of the Company's assets and may contain restrictive covenants with respect to
raising future capital and other financial and operational matters.

The Company believes that the net proceeds from the IPO will be sufficient to
meet the Company's operations and capital requirements for the next 12 months,
although there can be no assurance in this regard. Although there can be no
assurance, management believes that the Company will be able to continue as a
going concern for the next 12 months.

The Company or its affiliates, including NVC, may, from time to time, based upon
present market conditions, purchase shares of the Company's Common Stock in the
open market or in privately negotiated transactions.

Special Note Regarding Forward-Looking Statements

The Company and its representatives may from time to time make oral or written
"forward-looking statements" within the meaning of the Private Securities Reform
Act of 1995 (the "Reform Act"), including any statements that may be contained
in the foregoing "Management's Discussion and Analysis of Financial Condition
and Results of Operations", in this report and in other filings with the
Securities and Exchange Commission and in its reports to stockholders, which
represent the Company's expectations or beliefs with respect to future events
and financial performance. These forward-looking statements are subject to
certain risks and uncertainties and, in connection with the "safe-harbor"
provisions of the Reform Act, the Company is hereby identifying important
factors that could cause actual results to differ materially from those
contained in any forward-looking statements made by or on behalf of the Company.

The Company's plans and objectives are based, in part, on assumptions involving
the market acceptance of its services, the continued growth and expansion of the
Internet, the Company's ability to market successfully the CDS product as a more
convenient and reliable alternative to current comparable and widely used
inventory control systems and that there will be no unanticipated material
adverse change in the Company's business. Assumptions relating to the foregoing
involve judgments with respect to, among other things, future economic,
competitive and market conditions and future business decisions, all of which
are difficult or impossible to predict accurately and many of which are beyond
the control of the Company.

Results actually achieved may differ materially from expected results included
in these statements as a result of these or other factors particularly in light
of the Company's early stage operations. Due to such uncertainties and risks,
readers are cautioned not to place undue reliance on such forward-looking
statements, which speak only as of the date on which such statements are made.
The Company does not undertake to update any forward-looking statement that may
be made from time to time on behalf of the Company.
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                           PART II. OTHER INFORMATION

Item 1.  Legal Proceedings

         Reference is made to information entitled "Contingencies" in Note 6 to
         the Financial Statements of PC411, Inc. included elsewhere in this
         report on Form 10-QSB.



Item 2.  Changes in Securities and Use of Proceeds

         On May 21, 1997, the Company completed an initial public offering
         ("IPO") of 1,322,500 units (including 172,500 units from the exercise
         of the underwriter's over-allotment option), each unit consisting of
         one share of Common Stock and one Warrant. The units were sold for
         $5.75 each and the Company received, after expenses of the IPO,
         approximately $5.9 million in net proceeds.

         On August 14, 1997, the Company filed its initial report of sales of
         securities and use of proceeds therefrom on Form SR. Form SR has been
         discontinued and the Company will continue to report the following
         information in the Company's quarterly and annual filings until the
         proceeds have been fully used.

          1. The offering commenced May 14, 1997 and all registered securities
             were sold.

          2. The managing underwriter was Biltmore Securities, Inc.

          3. Title of Securities:

                        a. Units - Each Unit consists of one share of Common
                           Stock and one Warrant. 
                        b. Common Stock - Common Stock included in Units, par 
                           value $.01. 
                        c. Warrants - Each Warrant is convertible into one share
                           of Common Stock at an exercise price of $6.10.
                        d. Common stock issuable upon conversion of the Warrants
                           ("Other Common Stock").
                        e. Underwriter's Options - The Underwriter's Options 
                           are convertible into Units at an exercise price of 
                           $9.49 per Unit.
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                           PART II. OTHER INFORMATION

          4. The Amount and Aggregate Offering Price of Securities Registered
             and Sold to Date For the Account of the Issuer:
<TABLE>
<CAPTION>

                                                                       AGGREGATE PRICE OF
                                                AMOUNT                   OFFERING AMOUNT              AMOUNT
      TITLE OF SECURITY                       REGISTERED                   REGISTERED                  SOLD
      -----------------                       ----------               -------------------            -------
<S>                                            <C>                       <C>                         <C>      
Units                                          1,322,500                 $    7,604,375              1,322,000
Common Stock                                   1,322,500                             --                     --
Warrants                                       1,322,500                             --                     --
Other Common Stock                             1,322,500                 $    8,067,250                     --
Underwriter's Options                             73,600                 $    1,147,424                     --
</TABLE>

         5.        Expenses Incurred in Connection with Issuance of Securities:

Underwriting discounts and commissions                                 $760,438
Expenses paid to underwriters                                          $228,131
Other expenses (estimated)                                             $730,880
                (All expenses were direct or indirect to others)

         6. Net offering proceeds after the total expenses above were
            $5,885,000.



         7. Amount of net offering proceeds used for each of the purposes listed
            below:

Amounts paid to affiliates of the Company:                   
      Repayment of Indebtedness; preferred stock dividends      $       619,016

Amounts paid to others:
      Temporary investments:
           Money-market cash accounts                           $     2,665,861
           Commercial paper                                     $       100,000
           Letters of credit                                    $       567,000
      Purchase of equipment                                     $        90,072
      Employee compensation - estimated                         $       763,254
      Other working capital - estimated                         $     1,079,797
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                           PART II. OTHER INFORMATION

Item 6.  Exhibits and Reports on Form 8-K

         (a)   Exhibits

         10.1  Agreement and Plan of Merger, dated as of May 6, 1998, among
               Coinexx Corporation, R. Mark Elmore, PC411, Inc. and PC411
               Acquisition Corp.
         10.2  Employment Agreement, dated as of May 6, 1998, between Coinexx
               Corporation and R. Mark Elmore.
         10.3  Stock Option Agreement, dated as of May 6, 1998, between PC411,
               Inc. and R. Mark Elmore. 27 Financial Data Schedule (for SEC use
               only).
         27    Financial Data Schedule (for SEC use only).

 
         (b)   Reports on Form 8-K

                 None.
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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 thereunto duly authorized.

                                            PC411, INC.
                                            (Registrant)



Date:    August 14, 1998                    By: /s/ J. Bryant Kirkland III
                                                -------------------------------
                                                J. Bryant Kirkland III
                                                Vice President, Treasurer
                                                and Chief Financial Officer
                                                (Duly Authorized Officer and
                                                Chief Accounting Officer)
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                                                                    Exhibit 10.1

                          AGREEMENT AND PLAN OF MERGER

         AGREEMENT AND PLAN OF MERGER, dated as of May 6, 1998 (herein sometimes
referred to as the "Agreement"), among COINEXX CORPORATION, a Delaware
corporation ("Coinexx"), R. MARK ELMORE ("Elmore") on the one hand, and PC411,
INC., a Delaware corporation ("PC411") and PC411 ACQUISITION CORP., a Delaware
corporation ("Newco") on the other hand.

                              W I T N E S S E T H:

         WHEREAS, the respective Boards of Directors of each of Newco, Coinexx
and PC411 deem it desirable and in the best interests of their respective
corporations and stockholders that Newco merge with and into Coinexx (the
"Merger") in accordance with this Agreement and the applicable laws of the State
of Delaware;

         WHEREAS, the Merger is intended to qualify as a tax-free reorganization
under Sections 368(a)(1)(A) and 368(a)(2)(E) of the Internal Revenue Code of
1986, as amended (the "Code"); and

         WHEREAS, Elmore owns in excess of 50% of the issued and outstanding
shares of the capital stock of Coinexx.

         NOW, THEREFORE, the parties hereby agree as follows:

                                    ARTICLE I

                      MERGER OF NEWCO WITH AND INTO COINEXX

         1.01     Merger and Surviving Corporation.

                  (a) Pursuant to the applicable law of the State of Delaware,
on the Effective Date (as hereinafter defined) Newco shall merge with and into
Coinexx, and Coinexx shall be 

the surviving corporation after the Merger (the "Surviving Corporation") and
shall continue to exist under the provisions of the General Corporation Law of
the State of Delaware ("GCL") as a wholly-owned subsidiary of PC411. The name of
the Surviving Corporation shall be Coinexx Corporation. The separate existence
of Newco shall cease upon the Effective Date (as defined below).

                  (b) The Certificate of Incorporation of Coinexx, as amended to
reflect the changes set forth in Exhibit A from and after the Effective Date,
shall be the Certificate of Incorporation of the Surviving Corporation, until
amended in accordance with the GCL.

                  (c) The By-Laws of Coinexx shall, from and after the Effective
Date, be the By-Laws of the Surviving Corporation, until altered or amended in
accordance with the GCL or as provided herein.

         1.02 Effectiveness of the Merger. In the event that all of the
conditions precedent to the obligations of each of the parties hereto as
hereinafter set forth shall either have been satisfied or waived, a Certificate
of Merger under the applicable provisions of the GCL substantially in the form
annexed hereto as Exhibit B (the "Merger Certificate"), shall be delivered for
filing on the Closing Date (as defined below) to the Secretary of State of
Delaware and shall become effective upon the acceptance of the filing of such
Merger Certificate by the appropriate state authorities of Delaware, which date
shall be the "Effective Date" for purposes of this Agreement and which date
shall be as soon as practicable after the Closing.

         1.03 Conversion of Newco Stock and Coinexx Stock. The manner and basis
of converting the shares of capital stock of Newco and Coinexx shall be as
follows:
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                  (a) Each of the 100 outstanding shares of common stock of
Newco (the "Newco Stock"), issued and outstanding at the Effective Date and all
rights with respect thereto shall, by reason of and simultaneous with the Merger
and without any action on the part of Newco be converted into and shall become
one share of the Surviving Corporation's Common Stock, par value $.01 per share,
which shares shall be the sole issued and outstanding shares of the capital
stock of the Surviving Corporation immediately following the Effective Date.

                  (b) (i) Each share of the common stock of Coinexx, par value
$.001 per share (the "Coinexx Common Stock"), and each share of Series A
Convertible Preferred Stock, par value $1.00 of Coinexx (the "Coinexx Preferred
Stock") issued and outstanding at the Effective Date and all rights with respect
thereto shall, by reason of and simultaneous with the Merger and without any
action on the part of the holders thereof (except with respect to any Dissenting
Shares as defined in Section 1.03(b)(iii) below), be canceled and converted into
(A) the right to receive a fixed number of shares of Common Stock, par value
$.01 per share, of PC411 (the "PC411 Common Stock") as determined pursuant to
Section 1.04 (collectively the "Fixed Exchange Shares") and (B) the right to
receive such additional number of shares of PC411 Common Stock, if any, as
determined pursuant to Section 1.05 (collectively the "Contingent Exchange
Shares") (the Fixed Exchange Shares and the Contingent Exchange Shares sometimes
being collectively referred to as the "Exchange Shares").

                           (ii) All rights with respect to shares of Coinexx
Common Stock and Coinexx Preferred Stock shall cease and terminate at the
Effective Date, notwithstanding that any certificates evidencing said shares of
Coinexx Common Stock or Coinexx Preferred Stock shall not have been surrendered
to PC411 as provided in Section 1.04(a), and the holders of 
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said shares shall have no interest in or claims against the Surviving
Corporation, except for the right to receive Exchange Shares in accordance with
the terms hereof (and the right to receive payment for any Dissenting Shares in
accordance with the applicable provisions of the GCL).

                           (iii) Any Dissenting Shares owned by the holders
thereof shall not be converted into or represent the right to receive shares of
PC411 Common Stock and shall be entitled only to receive payment for such
Dissenting Shares in accordance with the provisions of Section 262 of the GCL,
provided that such holders comply with each of the requirements and procedures
set forth therein. If any holder of Dissenting Shares shall effectively withdraw
or lose his rights as a dissenting shareholder under such provisions, then such
Dissenting Shares shall be converted into the right to receive Exchange Shares
in accordance with the provisions of this Section 1.03(b)(i). For the purposes
hereof, "Dissenting Shares" shall mean any shares of Coinexx Common Stock or
Coinexx Preferred Stock as to which the holder thereof has complied with each of
the requirements and procedures for dissenting stockholders set forth in Section
262 of the GCL in order to be entitled to receive payment for such shares.

                  (c) Immediately following the Effective Date, any and all
options or other rights to acquire any shares of the capital stock or other
equity securities of Coinexx shall be cancelled and shall thereafter be void and
of no further force and effect.

         1.04     Fixed Exchange Shares.

                  (a) Immediately following the Effective Date (i) each holder
of certificates evidencing outstanding shares of Coinexx Common Stock (other
than any Dissenting Shares), upon the surrender of such certificates to PC411,
properly endorsed, shall be entitled to receive certificates registered in the
name of such holder for that number of full shares of PC411 Common Stock as
shall be equal to the Common Exchange Rate Per Share (as defined 
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below) multiplied by the number of shares of Coinexx Common Stock evidenced by
the certificates being surrendered; and (ii) each holder of certificates
evidencing outstanding shares of Coinexx Preferred Stock (other than any
Dissenting Shares), upon the surrender of such certificates to PC411, properly
endorsed, shall be entitled to receive certificates registered in the name of
such holder for that number of shares of PC411 Common Stock as shall be equal to
the Preferred Exchange Rate Per Share (as defined below) multiplied by the
number of shares of Coinexx Preferred Stock evidenced by the certificates being
surrendered. Any fractional shares of PC411 Common Stock resulting from the
application of the Common Exchange Rate Per Share or the Preferred Exchange Rate
Per Share shall be disregarded.

                  (b) The Common Exchange Rate Per Share shall be equal to a
fraction the numerator of which shall be 147,500 and the denominator of which
shall be the total number of shares of Coinexx Common Stock outstanding plus the
product of 1000 times the total number of shares of Coinexx Preferred Stock
issued and outstanding on the Closing Date all as set forth in the Outstanding
Share Certificate (as defined in Section 8.14 hereof).

                  (c) The Preferred Exchange Rate Per Share shall be equal to
the Common Exchange Rate Per Share multiplied by 1000.

         1.05     Contingent Exchange Shares.

                  (a) As used in this Section 1.05 the following terms shall
have the following respective meanings:

         "First Delivery Date" shall mean the day which is twelve months after
the Closing Date; provided, however, that if prior to such date the employment
of Elmore under the Elmore Employment Agreement (as defined below) has been
terminated for any reason whatsoever, including, without limitation, the breach
of such Employment Agreement by the 
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Surviving Corporation (an "Elmore Employment Termination"), then the First
Delivery Date shall mean the day which is twenty-four months after the Closing
Date.

         "Second Delivery Date" shall mean the day which is twelve months after
the First Delivery Date; provided, however, that if subsequent to the First
Delivery Date and prior to the Second Delivery Date, an Elmore Employment
Termination has occurred, then the Second Delivery Date shall mean the day which
is twenty four months after the First Delivery Date.

         "Third Delivery Date" shall mean the day which is twelve months after
the Second Delivery Date; provided, however, that if subsequent to the Second
Delivery Date and prior to the Third Delivery Date, an Elmore Employment
Termination has occurred, then the Third Delivery Date shall mean the day which
is twenty four months after the Second Delivery Date.

         "Engaged in the Coinexx Business" shall mean being engaged in the
business of providing (by sale, lease, rental or otherwise) machines that
dispense tobacco products utilizing a remote control system.

                  (b) If, on the First Delivery Date, the Surviving Corporation
shall be actively Engaged in the Coinexx Business, then, and in such event, each
holder of Coinexx Common Stock and each holder of Coinexx Preferred Stock shall
be entitled to receive that number of shares of PC411 Common Stock as shall be
equal to the number of Fixed Exchange Shares received by such holder.

                  (c) If, on the Second Delivery Date, the Surviving Corporation
shall be actively Engaged in the Coinexx Business, then, and in such event, each
holder of Coinexx Common Stock and each holder of Coinexx Preferred Stock shall



be entitled to receive that number of shares of PC411 Common Stock as shall be
equal to the number of Fixed Exchange Shares received by such holder.
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                  (d) If, on the Third Delivery Date, the Surviving Corporation
shall be actively Engaged in the Coinexx Business, then, and in such event, each
holder of Coinexx Common Stock and each holder of Coinexx Preferred Stock shall
be entitled to receive that number of shares of PC411 Common Stock as shall be
equal to the number of Fixed Exchange Shares received by such holder.

                  (e) If at any time prior to the Third Delivery Date (i) the
closing bid price of PC411 Common Stock on the primary market or exchange, as
the case may be, where such PC411 Common Stock is then traded, shall be in
excess of $15.00 per share for 60 consecutive trading days and (ii) on the 60th
of such consecutive days, the Surviving Corporation shall be actively Engaged in
the Coinexx Business then, and in such event, all of the conditions of Sections
1.05(b), 1.05(c) and 1.05(d) shall be deemed to have been met and each holder of
Coinexx Common Stock and Coinexx Preferred Stock shall be entitled to receive
the total number of shares of PC411 Common Stock to be received by such holder
pursuant to Sections 1.05(b), 1.05(c) and 1.05(d) less such number of shares of
PC411 Common Stock, if any, as has previously been delivered to such holder
pursuant to Sections 1.05(b) and 1.05(c).

                  (f) In the event of any change in the number of outstanding
shares of PC411 Common Stock by reason of any reclassification,
recapitalizaiton, split-up, combination, merger, exchange of shares, stock
dividend or the like, the number of shares of PC411 Common Stock to be issued
pursuant to Sections 1.05(b), 1.05(c), 1.05(d) and/or 1.05(e), as the case may
be, and the per share price in Section 1.05(e) shall be correspondingly
adjusted.

                  (g) Notwithstanding anything to the contrary that may be
contained herein, the total number of shares of PC411 Common Stock to be issued
to the holders of Coinexx 
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Common Stock and Coinexx Preferred Stock pursuant to this Section 1.05 shall not
exceed 442,500 shares, as may be adjusted pursuant to the provisions of Section
1.05(f).

                  (h) The rights of the holders of the Coinexx Common Stock and
the holders of the Coinexx Preferred Stock to receive Contingent Exchange
Shares, if any, under the provisions of this Section 1.05 are personal to such
holders and may not be assigned or otherwise transferred except as may otherwise
be permitted under Section 7.01(b).

         1.06     Effect of Merger.

                  (a) Except as otherwise specifically set forth herein, the
identity, existence, purposes, powers, franchises, rights and immunities of
Coinexx shall continue unaffected and unimpaired by the Merger, and the
corporate identity, existence, purposes, powers, franchises and immunities of
Newco shall be merged into Coinexx, and Coinexx, as the Surviving Corporation,
shall be fully vested therewith. The separate existence and corporate
organization of Newco (except insofar as may be continued by applicable law)
shall cease as of the Effective Date.

                  (b) At the Effective Date:

                           (i) the rights, privileges, good will and franchises
and all property, real, personal and mixed and all debts, liabilities,
obligations and penalties due on whatever account and all other things in action
belonging or accruing to Newco shall be bargained, conveyed, granted, confirmed,
transferred, assigned and set over to and vested in the Surviving Corporation,



by operation of law and without further act or deed, and all property and rights
and liabilities, and all and every other interest of Newco shall be as
effectively the property, rights and interests and liabilities of the Surviving
Corporation, as they were of Newco; and
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                           (ii) no action or proceeding, whether civil or
criminal, pending at the Effective Date by or against either Coinexx or Newco,
or any stockholder, officer or director thereof, shall abate or be discontinued
by the Merger, but may be enforced, prosecuted, settled or compromised as if the
Merger had not occurred, or the Surviving Corporation may be substituted in such
action or proceeding in place of Coinexx, or Newco, as the case may be; and

                           (iii) all rights of employees and creditors and all
liens upon the property of Coinexx and Newco shall be preserved unimpaired,
limited in lien to the property affected by such liens at the Effective Date,
and all of the debts, liabilities, obligations and duties of Coinexx and Newco
shall attach to the Surviving Corporation, and shall be enforceable against the
Surviving Corporation to the same extent as if all such debts, liabilities,
obligations and duties had been incurred or contracted by the Surviving
Corporation.

         1.07 Directors and Officers of the Surviving Corporation. The Board of
Directors of the Surviving Corporation shall consist of those persons set forth
on Exhibit C-1 hereto, which Directors shall hold office from and after the
Effective Date, in accordance with the By-Laws of the Surviving Corporation
until the next annual meeting of stockholders and until their respective
successors shall have been duly elected and qualified. The officers of the
Surviving Corporation shall be those persons set forth on Exhibit C-2 hereto;
provided, however, that the listing of such persons on said Exhibit C-2 shall
not be deemed to constitute an employment agreement with the Surviving
Corporation or any other entity or any assurance as to future employment. Such
persons shall continue to hold their respective offices until such time as their
successors shall have been duly appointed and qualified.
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                                   ARTICLE II

                                     CLOSING

         2.01 Closing Date. The closing of the transactions contemplated hereby
(the "Closing") shall take place at the offices of Morse, Zelnick, Rose &
Lander, LLP, 450 Park Avenue, New York, New York 10022 at 10:00 A.M. on May 6,
1998 or at such other place, date or time as shall be mutually agreed on by
Coinexx, PC411 and Newco (such time and such date or such other agreed upon time
and date is called the "Closing Date").

                                   ARTICLE III

              REPRESENTATIONS AND WARRANTIES OF COINEXX AND ELMORE

         Coinexx and Elmore, jointly and severally, hereby represent and warrant
to and agree with Newco and PC411 that:

         3.01 Organization and Good Standing. Coinexx is a corporation duly
organized, validly existing and in good standing under the laws of the State of
Delaware, with full power and authority to conduct its business as it is now
conducted and to own or lease and operate the assets and properties now owned or
leased and operated by it. Coinexx is duly qualified to do business and is in
good standing in each jurisdiction in which the nature of its business or the
character of its properties requires such qualification. The jurisdictions in
which Coinexx is so qualified are set forth on Schedule 3.01.

         3.02 Capitalization of Coinexx. The total authorized capital stock of



Coinexx consists of 35,000,000 shares of common stock, of which 10,929,400
shares are issued and outstanding, and 30,000 shares of Preferred Stock, of
which 3,000 shares are issued and outstanding. All of such issued and
outstanding shares have been duly authorized and validly issued, are fully paid
and non-assessable and were issued in compliance with all appropriate 
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federal and state securities laws. The holders of record of the issued and
outstanding shares of the Coinexx Common Stock and the Coinexx Preferred Stock
are as set forth in Schedule 3.02. Elmore is the record holder of more than 50%
of the outstanding shares of Coinexx Common Stock and the holders of the Coinexx
Preferred Stock listed on Annex A are the record holders of more than two-thirds
of the outstanding shares of Coinexx Preferred Stock.

         3.03 Subsidiary of Coinexx. The total authorized capital stock of
Coinexx America Corporation (the "Subsidiary") consists of 10,000,000 shares of
common stock all of which shares are outstanding, including 5,001,000 shares
which are owned beneficially and of record by Coinexx (the "Sub Shares") free
and clear of all claims, liens, charges, encumbrances and restrictions of any
kind and nature whatsoever. The Sub Shares represent 50.01% of the issued and
outstanding shares of the capital stock of the Subsidiary. The Subsidiary is a
corporation duly organized, validly existing and in good standing under the laws
of the State of Delaware, with full corporate power and authority to conduct its
business as it is now being conducted and to own or lease and operate the assets
and properties now owned or leased and operated by it. The Subsidiary is not
qualified to do business in any jurisdiction other than the State of Delaware
and is not required to be so qualified by reason of the nature of its business
or the character of its properties. Coinexx and the Subsidiary are herein
sometimes collectively referred to as the "Coinexx Companies". Except for the
ownership of the Subsidiary by Coinexx as described in this Section 3.03 and
except as set forth on Schedule 3.03, neither of the Coinexx Companies owns any
equity interest, directly or indirectly, in any other corporation, company,
partnership, joint venture or other entity.

         3.04 Options, Etc. Except as set forth on Schedule 3.04, neither of the
Coinexx Companies has outstanding (a) any option, warrant or other right to
purchase, acquire or 

                                       11

convert into any shares of its capital stock or other equity securities, or (b)
any other agreement or right (preemptive, contractual or otherwise) to issue or
sell any such shares of its capital stock or other equity securities.

         3.05 No Restrictions on Securities. Neither of the Coinexx Companies is
a party to any agreement (a) creating rights in any person with respect to
shares of its capital stock or (b) relating to the voting of shares of its
capital stock on any matter.

         3.06 Authority and Compliance. Coinexx has full corporate power and
authority to execute and deliver this Agreement. The consummation and
performance by Coinexx of the transactions contemplated by this Agreement have
been duly and validly authorized by all necessary corporate and other
proceedings subject only to the approval of the shareholders of Coinexx. This
Agreement has been duly and validly executed and delivered on behalf of Coinexx
and constitutes a valid obligation of Coinexx, enforceable against Coinexx in
accordance with its terms, except to the extent that such enforceability may be
limited by applicable insolvency, bankruptcy, reorganization or similar laws
affecting the enforcement of creditors' rights generally and by general equity
principles. No consent, authorization or approval of, exemption by, or filing
with, any domestic governmental or administrative authority, or any court, is
required to be obtained or made by Coinexx in connection with the execution,
delivery and performance of this Agreement by Coinexx or the consummation of the
transactions contemplated hereby by Coinexx.

         3.07 Certificate of Incorporation; By-Laws. Coinexx has previously



furnished to PC411 true, complete and correct copies of (a) the Articles of
Incorporation, as amended to date, of Coinexx and the Subsidiary and (b) the
By-Laws, as currently in effect, of Coinexx and the Subsidiary.
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         3.08 No Conflict. The performance of this Agreement by Coinexx and the
consummation of the transactions contemplated hereby will not result in a breach
or violation of any of the terms or provisions of, or constitute a default
under, (i) any material contract or other agreement or instrument to which
either of the Coinexx Companies is a party or by which either of the Coinexx
Companies or any of their respective properties or assets is bound, or (ii) the
Articles of Incorporation or By-Laws of Coinexx, or (iii) any law, order, rule,
regulation, writ, injunction or decree applicable to any of the Coinexx
Companies.

         3.09 Compliance with Law. The Coinexx Companies and the operation of
their business and the use and occupancy of their assets and properties are (i)
in compliance with all, and not in material violation of any, and (ii) neither
of such companies has received any claim or notice that such operation or use
and occupancy is in violation of any, applicable law or ordinance, or any order,
rule or regulation of any governmental agency or body to which either of the
Coinexx Companies are subject, including, without limitation, any laws,
ordinances, orders, rules or regulations relating to employment and to the
protection of the environment; nor has either of the Coinexx Companies in any
material respect failed to obtain or to adhere to the requirements of, any
governmental license, permit or authorization necessary to the ownership of its
assets and properties or to the conduct of its business; all such governmental
permits, licenses and authorizations being set forth in Schedule 3.09. Neither
of the Coinexx Companies has engaged in any transaction, maintained any bank
account or used any corporate funds except for transactions, bank accounts and
funds which have been and are reflected in the normally maintained books and
records of such Company.
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         3.10     Products; Licenses.

                  (a) Schedule 3.10 contains a list of all products currently
manufactured or sold by Coinexx (the "Coinexx Products"). Except as otherwise
noted on Schedule 3.10, such products are currently being offered for sale by
Coinexx.

                  (b) The Subsidiary's sole asset other than cash or cash
equivalents is its Patent No. 4,853,684 dated August 1, 1989 (the "Subject
Patent") which it has licensed to Coinexx under an agreement dated October 6,
1995. The Subsidiary owns the Subject Patent free and clear of any liens and
encumbrances of any kind whatsoever.

         3.11     Financial Statements.

                  (a) Schedule 3.11A contains copies of the unaudited financial
statements of Coinexx for each of the two years ended December 31, 1997 and
December 31,1996, respectively (the "Coinexx Financial Statements"). The Coinexx
Financial Statements are true, complete and correct and fairly present in all
material respects the financial position of Coinexx at December 31, 1997 and
December 31, 1996 and the results of operations and cash flows for each of the
years then ended, in conformity with generally accepted accounting principles
applied on a basis consistent with prior periods.

                  (b) Schedule 3.11B contains copies of the unaudited financial
statements of Coinexx for the three months ended March 31, 1998 (the "Coinexx
Interim Statements"). The Coinexx Interim Statements are true, complete and
correct and fairly presents in all material respects the financial position of
Coinexx at March 31, 1998 and the results of operations for the three months
then ended, in conformity with generally accepted accounting principles applied



on a basis consistent with prior periods.
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                  (c) Schedule 3.11C contains copies of the unaudited financial
statements of the Subsidiary for each of the two years ended December 31, 1997
and December 31, 1996, respectively (the "Subsidiary Financial Statements"). The
Subsidiary Financial Statements are true, complete and correct and fairly
present in all material respects the financial position of the Subsidiary at
December 31, 1997 and December 31, 1996 and the results of operations and cash
flows for each of the years then ended, in conformity with generally accepted
accounting principles applied on a basis consistent with prior periods.

                  (d) Schedule 3.11D contains copies of the unaudited financial
statements of the Subsidiary for the three months ended March 31, 1998 (the
"Subsidiary Interim Statements"). The Subsidiary Interim Statements are true,
complete and correct and fairly presents in all material respects the financial
position of the Subsidiary at March 31, 1998 and the results of operations for
the three months then ended, in conformity with generally accepted accounting
principles applied on a basis consistent with prior periods.

                  (e) Except as reflected or reserved for in the Coinexx Interim
Statements and the Subsidiary Interim Statements, the Coinexx Companies did not
have any liabilities of any nature whatsoever at March 31, 1998, whether
absolute, accrued, contingent or other and whether due or to become due.

         3.12 Books and Records. The books of account and other financial
records of the Coinexx Companies are complete and correct in all material
respects and are maintained in accordance with good business practices, and
accurately reflect the basis for the preparation of the Coinexx Financial
Statements, the Subsidiary Financial Statements, the Coinexx Interim Statements
and the Subsidiary Interim Statements.
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         3.13 Accounts Receivable. All accounts receivable of the Coinexx
Companies arose from bona fide transactions in the ordinary course of business
and are collectible in full, less any reserve reflected on its books, without
resort to litigation within 60 days from the date such receivables were created.

         3.14 Assets and Properties. The Coinexx Companies have good and
marketable title to all of their personal property necessary for the conduct of
their business free and clear of all liens, pledges, mortgages, security
interests, conditional sales contracts, leases, subleases, licenses and other
encumbrances of any kind or nature whatsoever except for liens for taxes not yet
due and payable and any other liens which, in the aggregate, would not have a
material adverse effect of the Coinexx Companies or their assets and properties.

         3.14A Settlement with Robert Rachlin. The Subsidiary has entered into a
settlement agreement with Robert Rachlin ("Rachlin") the holder of a note of the
Subsidiary in the principal amount of $100,000 under which Rachlin released his
claim against the Subsidiary in exchange for which the Subsidiary has agreed to
pay Rachlin $20,000 and give him a 20% share of all royalties received by the
Subsidiary from Coinexx, such payments to Rachlin not to exceed $85,000 in the
aggregate. A copy of the Settlement Agreement is set forth in Schedule 3.14A.

         3.15 Absence of Certain Events. Except as otherwise contemplated by
this Agreement, since December 31, 1997, neither of the Coinexx Companies has:

                  (a) amended its Articles of Incorporation or By-Laws;

                  (b) changed its authorized capital stock or issued or sold, or
purchased, redeemed or otherwise acquired, or issued any rights to subscribe
for, or warrants to purchase, or entered into any agreement, commitment or
obligation (including, without limitation, any 
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convertible securities) to issue, sell, purchase, redeem or otherwise acquire,
any shares of its capital stock, or made any declaration or any payment or
distribution of any dividend or any other distribution with respect to its
capital stock;

                  (c) incurred any liabilities, other than liabilities incurred
in the ordinary course of business consistent with past practice, or discharged
or satisfied any lien or encumbrance, or paid any liabilities, other than in the
ordinary course of business consistent with past practice;

                  (d) sold, assigned or transferred any of its assets or
properties except in the ordinary course of business consistent with past
practice;

                  (e) created, incurred, assumed or guaranteed any indebtedness
for money borrowed (other than in the ordinary course of business consistent
with past practice), or mortgaged, pledged or subjected to any lien, pledge,
mortgage, security interest, conditional sales contract or other encumbrance any
of its assets or properties;

                  (f) made any amendment or termination of any material
contract, commitment or agreement to which it is a party or by which it is
bound, or canceled, modified or waived any material debts or claims held by it,
in each case other than in the ordinary course of business consistent with past
practice, or waived any rights of substantial value, whether or not in the
ordinary course of business;

                  (g) increased the salaries or other compensation of, or made
any advance or loan to, any of its shareholders, directors, officers or
employees, or made any increase in, or any additions to, other benefits to which
any of its shareholders, directors, officers or employees may be entitled;
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                  (h) made any capital expenditure or capital addition or
betterment (including any capitalized lease transaction) except such which were
made in the ordinary course of business consistent with past practice and which
do not exceed $25,000 in amount in the aggregate;

                  (i) changed any of the accounting principles followed by it or
the methods of applying such principles; or

                  (j) entered into any material transaction or operated other
than in the ordinary course of business consistent with past practice.

         3.16 Taxes and Tax Returns. The amounts established as liabilities or
reserves for taxes on the Coinexx Financial Statements, the Subsidiary Financial
Statements, the Coinexx Interim Statements and the Subsidiary Interim Statements
are sufficient for the payment of all federal, state and local taxes, and all
employment and payroll-related taxes, including any penalties or interest
thereon, whether or not based upon or measured by, in whole or in part, net
income. Coinexx has not entered into any tax sharing agreement. Except as set
forth on Schedule 3.16, the Coinexx Companies have (i) duly made all deposits
required by law to be made with respect to employee withholding taxes; (ii) duly
filed (subject to any applicable extensions of time to file any tax returns)
with all appropriate governmental agencies and bodies, whether federal, state or
local, all income, sales, license, franchise, excise, gross receipts, employment
and payroll-related and real and personal property tax returns and all other tax
returns which were required to be filed, all of which properly reflect the taxes
owed by them for the periods covered thereby, and they have paid, or established
adequate liabilities or reserves for the payment of, all taxes shown to be due
on such returns; and (iii) not received any notice of assessment or deficiency
or proposed assessment by the Internal Revenue Service 
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or any other taxing authority in connection with such tax returns which has not
been satisfied in full and there is no pending tax examination of or tax claim
asserted against either of the Coinexx Companies. None of the federal income tax
returns of the Coinexx Companies has ever been audited by the Internal Revenue
Service. No agreement for the extension of time or waiver of the statute of
limitations for the assessment of any tax deficiency or adjustment for any year
is in effect as against either of the Coinexx Companies. True, correct and
complete copies of all federal, state and local income and/or franchise tax
returns filed by the Coinexx Companies since December 31, 1995 have previously
been made available to PC411.

         3.17 Patents, Trademarks, Copyrights, Etc. The Coinexx Companies own or
validly license all patents (including the Subject Patent), patent rights,
patent applications, licenses, shop rights, trademarks, trademark applications,
trade names, logos, copyrights, copyrightable works, mask works, computer
software (including data and related documentation), trade secrets, know how,
inventions and similar intellectual property rights (collectively "Rights")
utilized in and necessary to the conduct of their business as currently being
conducted and as proposed to be conducted (the "Coinexx Rights"). Schedule 3.17
contains a complete and correct list of all patents (including the Subject
Patent), patent applications, trademarks, trademark applications, tradenames,
logos and copyrights currently owned or used by the Coinexx Companies in the
conduct of their business indicating, where applicable, the registered and
beneficial owner and the expiration date thereof. To the knowledge of Coinexx,
the conduct of the business of the Coinexx Companies as currently conducted does
not infringe upon valid Rights of others in any way. Neither the validity of the
Coinexx Rights, or the use thereof by the Coinexx Companies, is the subject of
any pending or threatened action to which either of the Coinexx Companies is a
party, nor to the knowledge of 
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Elmore do any facts exist which may have any material adverse effect on the use
by the Coinexx Companies of, or the validity of the Coinexx Rights. Coinexx does
not know of any material use that has been made or is now being made of any of
Coinexx Rights except by the Coinexx Companies.

         3.18 Legal Proceedings, Etc. There are no claims, actions, suits,
proceedings, arbitrations or investigations, either administrative or judicial,
pending or, to the knowledge of the Coinexx, threatened by, or against the
Coinexx Companies, or affecting their business or any of their assets or
properties, or specifically relating to the transactions contemplated by this
Agreement, at law or in equity or otherwise, before or by any court or
governmental agency or body, domestic or foreign, or before an arbitrator of any
kind.

         3.19 Insurance. Schedule 3.19 contains a list all policies or binders
of fire, liability, errors and omissions, vehicular, title and other insurance
held by or on behalf of the Coinexx Companies. The policies and binders included
in Schedule 3.19 are in full force and effect, are valid, binding and
enforceable in accordance with their terms. There is no default by Coinexx with
respect to any material provision contained in any such policy or binder nor has
there been any failure to give any notice or present any claim under any such
policy or binder in due and timely fashion. No notice of cancellation or
nonrenewal of any such policy or binder has been received.

         3.20     Contracts and Commitments.

                  (a) Except as listed on Schedule 3.20, or any other Schedule
annexed hereto, none of the Coinexx Companies is a party to any:

                           (i) Contract for the future purchase of, or payment
for, supplies, products, insurance or financial instruments involving annual
payment in excess of $25,000 or 
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for the performance of services by a third party involving annual payment in
excess of $25,000;

                           (ii) Contract to sell or supply products, or to
perform services involving receipt
by the Coinexx Companies of consideration in excess of $10,000;

                           (iii) lease under which any of the Coinexx Companies
is the lessor or lessee relating to either real or personal property;

                           (iv) Contract or Contracts for the borrowing of money
for a line of credit, or for a guarantee, pledge or undertaking of the
indebtedness of any other person;

                           (v) factoring agreement or agreement for the
assignment of receivables; 

                           (vi) Contract with respect to any Rights (including,
without limitation, the Subject Patent) whether as licensor, licensee or
otherwise;

                           (vii) agreement with respect to the distribution of
any of the Coinexx Products;

                           (viii) Contract limiting or restraining in any
respect either of the Coinexx Companies from engaging or competing in any lines
of business or with any person;

                           (ix) any employment or consulting contract; or

                           (x) any other Contract material to the operation of
the business or entered into otherwise than in the ordinary course of business.
As used in the Agreement, the term "Contract" includes any mortgage, indenture,
agreement, license, contract, commitment or lease, whether written or oral.

                  (b) Except as may be otherwise set forth on Schedule 3.20,
with respect to each of the Contracts listed on any Schedule to this Agreement,
(i) such Contract is valid and 
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enforceable by and against Coinexx or the Subsidiary, as the case may be, in
accordance with its terms, except to the extent that such enforceability may be
limited by applicable insolvency, bankruptcy, reorganization or similar laws
affecting the enforcement of creditors' rights generally and by general equity
principles, (ii) each of the Coinexx Companies is in compliance with the
provisions thereof applicable to it in all material respects, (iii) to the
knowledge of Coinexx, no other party is in default in the performance,
observance or fulfillment of any obligations, covenant or condition contained
therein and (iv) no event has occurred which with or without the giving of
notice or lapse of time, or both, would constitute a default thereunder by
either of the Coinexx Companies. Except as set forth on Schedule 3.20, to the
knowledge of Coinexx, the transactions as contemplated by this Agreement, will
not (i) result in the automatic termination of any Contract listed on any
Schedule to this Agreement; or (ii) result in the automatic amendment of any of
the terms of any such Contract; or (iii) give rise to a right in any party to
unilaterally amend the terms of, or terminate, any such Contract.

         3.21 Officers and Directors, Employees, Powers of Attorney and Certain
Authorized Persons. Set forth on Schedule 3.21 are complete and accurate lists
of the following:

                  (a) the names of all current directors and the names and
offices of all current officers of the Coinexx Companies;



                  (b) the names, current annual compensation from Coinexx and
current address of the principal place of employment, of all present directors,
officers and employees of the Coinexx Companies whose compensation from Coinexx
is in excess of [$50,000] per 
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annum, together with a statement of the full amount of any remuneration paid to
each such person during the year ended December 31, 1997;

                  (c) the names of all persons holding powers of attorney from
the Coinexx Companies and a summary statement of the terms thereof;

                  (d) the names of all persons authorized to borrow money or
incur or guarantee indebtedness on behalf of the Coinexx Companies or either of
them;

                  (e) all safes, vaults and safe deposit boxes maintained by or
on behalf of the Coinexx Companies and the names of all persons authorized to
have access thereto; and

                  (f) all bank accounts of the Coinexx Companies and the names
of all persons who are authorized signatories with respect to such accounts.

         3.22     Employee Benefit Plans.

                  (a) Set forth on Schedule 3.22 is a summary of each and every
bonus, incentive, deferred compensation, profit sharing, pension, retirement,
disability, hospitalization, life insurance, health benefit, medical
reimbursement, vacation, sick pay, severance pay or other plan, program,
arrangement or agreement (whether written or oral) maintained by the Coinexx
Companies or any other person relating to and providing benefits to any of the
employees of the Coinexx Companies ("Employee Plans").

                  (b) None of the Employee Plans is a "multiemployer plan" as
defined in Section 3(37) of the Employee Retirement Income Security Act of 1974,
as amended ("ERISA") and the Coinexx Companies have never at any time
contributed to a "multiemployer plan." All Employee Plans are in compliance in
all material respects with the requirements prescribed by any and all applicable
statutes, orders or governmental rules or regulations currently in effect with
respect thereto, and the Coinexx Companies have 
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performed all material obligations required to be performed by them under, and
are not in default under or in violation of, any of the Employee Plans. Each
Employee Plan intended to be qualified under Section 401(a) of the Internal
Revenue Code (the "Code") has heretofore been determined by the Internal Revenue
Service (the "IRS") to so qualify, and each trust created thereunder has
heretofore been determined by the IRS to be exempt from tax under the provisions
of Section 501(a) of the Code. As of the date hereof, neither of the Coinexx
Companies has incurred any "withdrawal liability" within the meaning of Section
4201 of ERISA with respect to any Employee Plan. There are no actions, suits or
claims pending, or threatened, or anticipated (other than routine claims for
benefits) against any Employee Plan or against the assets of any Employee Plan.
None of the Employee Plans nor any of the trusts relating thereto has incurred
any "accumulated funding deficiency," as such term is defined in Section 302 of
ERISA. No person has engaged in any transaction involving any Employee Plan
which is a "prohibited transaction" under Section 406 of ERISA or Section 4975
of the Code.

                  (c) Coinexx has provided PC411 with true and correct copies of
all Employee Plans, any related trusts and the most recent IRS determination
letters with respect to each Employee Plan intended to qualify under Section
401(a) of the Code. Coinexx has provided PC411 with true and correct copies of
all actuarial reports, and all filings with the IRS, the Department of Labor and
the Pension Benefit Guaranty Corporation prepared during the past two (2) years



with respect to all of the Employee Plans.

                  (d) None of the Employee Plans provides post-retirement
medical or life insurance coverage with respect to the current or former
employees of the Coinexx Companies.
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                  (e) The Coinexx Companies have fully complied with the
continuation coverage requirements set forth under Part 6 of Title 1 of ERISA so
that no tax under Section 4980B of the Code would result.

         3.23 Labor. The Coinexx Companies are in material compliance with all
applicable laws respecting employment and employment practices, terms and
conditions of employment, occupational safety and health, and wages and hours.
Neither of the Coinexx Companies has received any written notice that it has
failed to comply in any respect with any such laws. There is no unfair labor
practice complaint against the Coinexx Companies pending before the National
Labor Relations Board or, to Coinexx's knowledge, threatened. Except as set
forth on Schedule 3.23, there are no charges, claims, lawsuits or proceedings by
or on behalf of any of the employees of the Coinexx Companies, whether
threatened or pending, asserting any violation of any federal, state or local
law regarding civil rights, equal employment opportunity, fair employment
practices, or discrimination or harassment based on any legally protected
status, or asserting any other dispute, tort or cause of action related to or
growing out of the employment relationship or asserted contractual relationship
of the Coinexx Companies and any employee (except for unemployment compensation
claims or medical claims). None of the Coinexx Companies is a party to any
collective bargaining agreement with any union or other representative of
employees and no question concerning representation exists with regard to any
group of employees of the Coinexx Companies.

         3.24 Warranties. All of Coinexx's standard warranties and service
policies covering its products, licenses and services which are in force as of
the date hereof are set forth in Schedule 3.24.
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         3.25 Customers; Cancellation of Distributorship Agreement.

                  (a) Except as set forth on Schedule 3.25A, since January 1,
1997 there has not been any termination or cancellation, nor has Coinexx
received notice of any threatened termination or cancellation, of the business
relationship of Coinexx (or of Robert St. Francis ("St. Francis") who until May
6, 1998, has acted as the exclusive distributor of Coinexx Products) with any of
the customers for Coinexx Products. Set forth on Schedule 3.25A are the ten
largest customers of Coinexx (including customers purchasing Coinexx Products
from St. Francis) for the year ended December 31, 1997 indicating the name of
each such customer and the volume of such business during 1997.

                  (b) On May 6, 1998, St. Francis entered into an agreement with
Coinexx under which St. Francis' Exclusive Distributorship Agreement was
terminated, and St. Francis agreed to (i) sell Coinexx machines currently housed
in a public warehouse for $40,000 plus storage charges not to exceed $3,500 and
the legal fees not to exceed $1,500 in exchange for which Coinexx agreed to
purchase such equipment and issue St. Francis 944,400 shares of Coinexx Common
Stock and (ii) issue a general release in favor of Coinexx. A true and correct
copy of the aforesaid agreement is set forth in Schedule 3.25B.

         3.26 Supply Sources. Except as set forth on Schedule 3.26 since June
30, 1997 there has not been any termination or cancellation nor has Coinexx
received notice of any threatened termination or cancellation of its business
relationship with any of its major supply sources. Set forth on Schedule 3.26
are the five largest supply sources for Coinexx Products for the year ended
December 31, 1997.

         3.27 Inventory. Schedule 3.27 sets forth a true and complete list of



the inventory of the Coinexx Companies by category as of the date within 30 days
of the date of this 
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Agreement. All inventory consists of items which are good and merchantible and
of a quantity and quality useable and saleable in the ordinary course of
Coinexx's business consistent with past practice.

         3.28 Legal Proceedings. To the knowledge of Coinexx and Elmore, no
jurisdiction (federal, state or local) prohibits or imposes restrictions on the
sale and use of any of the Coinexx's Products. To the knowledge of Coinexx and
Elmore, no law, regulation or decree has been adopted or promulgated by any
jurisdiction (federal, state or local) which would prohibit the dispensing of
tobacco products from the machines sold or leased and/or proposed to be sold or
leased by the Coinexx Companies.

         3.29 Finder. There is no firm, corporation, agency or other person or
entity that is entitled to a finder's fee or any type of brokerage commission in
relation to or in connection with the transactions contemplated by this
Agreement as a result of any agreement or understanding with the Coinexx
Companies or any of their directors, officers, employees, shareholders or
affiliates.

                                   ARTICLE IV

                REPRESENTATIONS AND WARRANTIES OF PC411 AND NEWCO

         PC411 and Newco hereby jointly and severally represent and warrant to
the Coinexx as follows:

         4.01 Organization and Good Standing. PC411 and Newco are corporations
duly organized, validly existing and in good standing under the laws of the
State of Delaware, with full corporate power and authority to conduct their
respective businesses as they are now being conducted and to own or lease and
operate the assets and properties respectively owned or leased and operated by
them.
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         4.02 Authority and Compliance. Each of PC411 and Newco has full
corporate power and authority to execute and deliver this Agreement. The
consummation and performance by PC411 and Newco of the transactions contemplated
by this Agreement have been duly and validly authorized by all necessary
corporate and other proceedings. This Agreement has been duly and validly
executed and delivered on behalf of PC411 and Newco and constitutes a valid
obligation of each of PC411 and Newco, enforceable in accordance with its terms,
except to the extent that such enforceability may be limited by applicable
insolvency, bankruptcy, reorganization or similar laws affecting the enforcement
of creditors' rights generally and by general equity principles. Except for
filings and/or approvals under applicable securities laws, no consent,
authorization or approval of, exemption by, or filing with, any domestic
governmental or administrative authority, or any court, is required to be
obtained or made by PC411 or Newco in connection with the execution, delivery
and performance of this Agreement or the consummation of the transactions
contemplated hereby.

         4.03 No Conflict. The performance of this Agreement and the
consummation of the transactions herein contemplated will not result in a breach
or violation of any of the terms or provisions of, or constitute a default
under, (i) any contract or other agreement or instrument to which PC411 or Newco
is a party or by which PC411 or Newco or any of its properties or assets is
bound, or (ii) the Articles of Incorporation or By-Laws of PC411 or Newco or
(iii) any law, order, rule, regulation, writ, injunction or decree applicable to
PC411 or Newco.



         4.04 PC411 Documents. The information contained in the PC411 Form
10-QSB for the quarter ending on September 30, 1997 and PC411's Form 10-KSB for
the year ending on December 31, 1997, each as filed by PC411 with the Securities
and Exchange Commission (the "Commission Reports"), copies of which have been
delivered to Coinexx for distribution 
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to its stockholders, did not contain any untrue statement of a material fact nor
did they fail to state any material fact necessary in order to make any
statement therein, in the light of the circumstances under which they were made,
not misleading.

         4.05 PC411 Common Stock. The PC411 Common Stock to be issued pursuant
to the Merger as contemplated by this Agreement will, upon delivery to the
stockholders of Coinexx be duly authorized, validly issued, fully paid and
non-assessable.

         4.06 Risk Factors. Annexed hereto as Schedule 4.06 is a list of risk
factors (the "List of Risk Factors") involved in an investment in PC411 Common
Stock that have been made available to Coinexx and each of the Stockholders (as
defined below) prior to their execution of this Agreement.

         4.07 Finder. There is no firm, corporation, agency or other person or
entity that is entitled to a finder's fee or any type of brokerage commission in
relation to or in connection with the transactions contemplated by this
Agreement as a result of any agreement or understanding with Newco or any of its
directors, officers, employees, shareholders or affiliates.
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                                    ARTICLE V

                         COVENANTS OF COINEXX AND ELMORE

         Coinexx and Elmore hereby jointly and severally covenant and agree with
Newco as follows:

         5.01 Conduct of Business Until Closing Date. Except as contemplated by
this Agreement and as required by applicable law from and after the date hereof
until the Closing Date, the Coinexx Companies will:

                  (a) operate their respective businesses only in the usual,
regular and ordinary manner and, to the extent consistent with such operation,
to (i) preserve their present business organizations intact, (ii) use their best
efforts to keep available the services of their present officers and significant
employees unless Coinexx determines it to be in its best interests of the
Coinexx Companies to terminate their relationship with such persons and (iii)
use their best efforts to preserve the present business relationships with
customers, suppliers, and others having business dealings with them;

                  (b) maintain for Coinexx the ownership of and/or the right to
use the Coinexx Rights and maintain in full force and effect insurance with
responsible companies comparable in amount, scope and coverage to that in effect
on the date of this Agreement;

                  (c) maintain their books, records and accounts in the usual,
regular and ordinary manner on a basis consistent with prior periods;

                  (d) duly comply with all laws known to be applicable to the
Coinexx Companies and material to the conduct of their business;

                  (e) perform all of their material obligations without default
unless being contested in good faith;
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                  (f) neither (i) amend or change their respective Articles of
Incorporation or By-Laws; (ii) merge with or into, consolidate or otherwise
combine with, or acquire all or substantially all of the stock or assets of, any
other entity; (iii) sell, lease or otherwise transfer any significant part of
their respective assets other than in the ordinary course of business consistent
with past practice, nor (iv) change the character of their respective business;

                  (g) neither (i) increase the number of their shares of capital
stock or other equity securities issued and outstanding nor (ii) grant any
option, warrant, or other right to purchase or to convert any obligation into
shares of their capital stock;

                  (h) neither (i) declare, pay or make any dividend or other
distribution or payment in respect of their outstanding shares of capital stock,
nor (ii) purchase, redeem or otherwise acquire for consideration any shares of
their capital stock;

                  (i) neither (i) encumber, mortgage, or subject to lien any of
the properties or assets of the Coinexx Companies other than in the ordinary
course of business or other than such encumbrances, mortgages or liens which
individually or in the aggregate, would not have a material adverse effect on
the business of the Coinexx Companies; (ii) convey, transfer or acquire any
material asset or property other than in the ordinary course of business; nor
(iii) enter into any contract or undertaking relating to, or pay or promise to
pay, any bonus, profit-sharing, or special compensation to any employee or
director or make any increase in the compensation payable or to become payable
to any employee or director;

                  (j) neither (i) incur any long-term debt nor (ii) modify,
change or terminate any of the Contracts disclosed on any Schedule to this
Agreement, other than in the ordinary course of business except such
modifications, changes or terminations which, individually or in 
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the aggregate, would not have a material adverse effect on the business of the
Coinexx Companies;

                  (k) neither (i) change the banking arrangements described in
Schedule 3.21 other than in the ordinary course nor (ii) grant any power of
attorney; and
                  (l) not enter into any employment agreement not terminable by

Coinexx on thirty (30) days notice or less without cost or liability.

         5.02 Access. Coinexx shall, upon prior notice, afford PC411 and Newco
and their representatives free and full access during regular business hours to
all of its books, records, contracts, documents, key personnel and properties.
Coinexx will use its commercially reasonable efforts to cause the key employees,
accountants, attorneys and other representatives of Coinexx to cooperate fully
with PC411 and Newco and to make full disclosure to them of all material facts
affecting the business properties and financial condition of Coinexx, as PC411
or Newco shall reasonably request.

         5.03 Additional Information. Coinexx shall deliver to PC411 such
documentation, including audited financial statements, as may be requested by
PC411 for use in connection with any required filings by it with the Securities
and Exchange Commission.

         5.04 Submission to Coinexx Stockholders. This Agreement and the Merger
shall be submitted to the stockholders of Coinexx at a special meeting to be
convened for such purpose on or about April 18, 1998, in accordance with the
applicable laws of the State of Delaware and the notice of such meeting, which
is to be sent to each of such stockholders, shall be accompanied by an
information statement or proxy statement which shall among other items contain
all such information as is necessary for a full and fair disclosure of the (a)
terms of this Agreement, the Merger and all of the other transactions including



those with affiliates of 
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Coinexx as contemplated hereby, (b) the business, financial condition and
prospects of the Coinexx Companies and (c) such appraisal rights as are afforded
each Stockholder under Delaware law. There shall also be included in such
information statement or proxy statement a copy of this Agreement, the
Commission Reports, the List of Risk Factors, and a summary of the securities
laws applicable to the sale or other disposition by the shareholders of Coinexx
of the Exchange Shares. Such information statement or proxy statement shall not
contain any untrue statements of a material fact or omit to state any material
fact necessary to make the statements therein, in light of the circumstances to
which they were made, not misleading. At least two (2) days prior to the mailing
thereof, the proposed material to be sent to Stockholders shall be submitted to
PC411 for review; provided, however, that notwithstanding such review Coinexx
shall retain full responsibility for the accuracy and completeness of such
material.

         5.05 Negotiations with Other Parties. Subject to fiduciary obligations
under applicable law, for so long as this Agreement shall remain in effect
Coinexx will not, and will use its best efforts to assure that its directors,
officers and other employees do not, solicit or initiate discussions or
negotiations with any third party relating to, or otherwise approve, any merger
or other business combination involving Coinexx or its Subsidiary (other than
the Merger) or any sale or other disposition of, any stock or substantial
portion of the assets of Coinexx or its Subsidiary or a proposal related thereto
(an "Acquisition Proposal"); and in connection with any such Acquisition
Proposal, Coinexx will not deliver to any such third party any information
pertaining to the business, properties, financial condition or prospects of
either of the Coinexx Companies. Coinexx shall promptly communicate to PC411 the
terms of any Acquisition Proposal which it may receive.
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                                   ARTICLE VI

                          COVENANTS OF THE STOCKHOLDERS

         Each of the parties listed in Annex A (individually a "Stockholder" and
collectively, the "Stockholders") being the holders of all of the outstanding
shares of the capital stock of Coinexx by affixing their signatures to Annex A
hereto for himself or herself only, and not jointly, hereby represents and
warrants to and covenants and agrees with PC411 and Newco, as follows.

         6.01 Ownership of Stock of Coinexx. Each of the Stockholders is the
record and beneficial owner of the number of shares of each class of the capital
stock of Coinexx as is set forth next to such Stockholder's name on Schedule
3.02.

         6.02 Sale of Stock of Coinexx. Each of the Stockholders will not sell,
transfer, pledge, assign or otherwise dispose of, or enter into any contract,
option or other arrangement or understanding with respect to the sale, transfer,
pledge, assignment or other disposition of, any shares of the capital stock of
Coinexx now owned by such Stockholder, other than pursuant to the Merger.

         6.03 Voting of Coinexx Stock. Each Stockholder will vote all of the
shares of the capital stock of Coinexx owned by such Stockholder (a) in favor of
adoption of the Merger and the transactions contemplated by this Agreement and
(b) against approval or adoption of any other recapitalization, merger, business
combination, sale of assets, partial liquidation or similar transaction
involving Coinexx.

         6.04 Actions of the Stockholders. Each Stockholder will not take or
permit to be taken any action or do or permit to be done anything in the conduct
of the business of Coinexx or otherwise which would be contrary to or in breach
of any of the terms, conditions or 
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provisions of this Agreement or which would cause any of the representations and
warranties made by Coinexx in this Agreement to be untrue on and as of the
Closing Date or at any time thereafter.

         6.05 Elmore Employment Agreement. Elmore covenants to execute and
deliver to the Surviving Corporation the Employment Agreement in the form
annexed hereto as Exhibit D (the "Elmore Employment Agreement").

         6.06 Elmore General Release. Elmore covenants to execute and deliver to
PC411 a general release as of the Closing Date releasing any and all claims that
he may have had against Coinexx.

                                   ARTICLE VII

                       REPRESENTATIONS OF THE STOCKHOLDERS

         7.01 Stockholder Representations. Each Stockholder by affixing his
signature to Annex A hereto for himself or herself only, and not jointly, hereby
represents and warrants to PC411 and Newco (a) that he or she has received a
copy of this Agreement, the Commission Reports and the List of Risk Factors;
that counsel for Coinexx and its Stockholders has explained to him or her the
meaning of an "accredited investor" as such term is defined in Rule 501
promulgated under the Securities Act of 1933, as amended (the "Act") and such
person represents that he or she is an accredited investor that such person is
familiar with the business, financial condition and prospects of the Coinexx
Companies and that such person has had an opportunity to speak to and question
the officers and directors of PC411 concerning PC411, its business and
prospects; and (b) that such Stockholder is acquiring the Fixed Exchange Shares
and the Contingent Exchange Shares, if any, for investment, and acknowledges
that he or she cannot sell or transfer such shares or the right to receive such
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shares unless such transaction is registered under the Act or an exemption from
the Act is available and that the shares being issued are "restricted
securities" as defined in Rule 144 as promulgated under the Act.

                                  ARTICLE VIIA

                           COVENANT OF PC411 AND NEWCO

         7.01A Elmore Employment Agreement. PC411 and Newco covenant and agree
to cause the Surviving Corporation to execute and deliver to the Surviving
Corporation the Elmore Employment Agreement.

                                  ARTICLE VIII

           CONDITIONS PRECEDENT TO THE OBLIGATIONS OF PC411 AND NEWCO

         The obligations of Newco pursuant to this Agreement are subject to the
satisfaction at the Closing of each of the following conditions; provided,
however, that PC411 and Newco may, in their sole discretion, waive any of such
conditions and proceed with the transactions contemplated hereby.

         8.01 Accuracy of Representations and Warranties. The representations
and warranties of Coinexx and the Stockholders contained in this Agreement or
any other document delivered by Coinexx to PC411 or Newco at the Closing in
connection with this Agreement shall be true and correct in all material
respects on and as of the Closing Date, as if made on and as of the Closing
Date, except for changes contemplated by this Agreement and except for those
representations and warranties which address matters only as of a particular
date.

         8.02 Performance of Agreements. Coinexx and the Stockholders shall have
performed and complied in all respects with all covenants, obligations and



agreements to be 
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performed or complied with by any of them on or before the Closing Date pursuant
to this Agreement.

         8.03     Litigation, etc.

                  (a) No claim, action, suit, proceeding, arbitration, or
hearing or notice of hearing shall be pending (and no action or investigation by
any governmental authority shall be threatened) which seeks to enjoin or prevent
the consummation of the transactions contemplated by this Agreement.

                  (b) No law, regulation or decree shall have been adopted or
promulgated after the date hereof, the enforcement of which would materially
adversely affect the assets, properties, financial condition, results of
operations, properties, business or prospects of the Coinexx Companies; and no
law, regulation or decree shall have been adopted or promulgated after the date
hereof, the enforcement of which would materially adversely affect the ability
of PC411 or Newco to consummate the transactions contemplated by this Agreement.

         8.04 Officers' Certificate. PC411 and Newco shall have received a
certificate of the chief executive officer and the chief financial officer of
Coinexx, dated the Closing Date, certifying as to the fulfillment of the
conditions set forth in Sections 8.01, 8.02 and 8.03.

         8.05 Stockholder Consents. Each Stockholder, except those Stockholders
who have perfected their rights as dissenting stockholders pursuant to the GCL,
shall have signed and delivered a copy of Annex A to PC411 agreeing to be bound
by the terms of Article VII hereof.

         8.06 Approvals; Consents. All material approvals, consents, waivers,
filings, registrations, permits, authorizations or other actions required in
connection with the Merger 
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or which may be required on account of the change in ownership of Coinexx shall
have been obtained or made.

         8.07 Opinion of Counsel. PC411 and Newco shall have received from
O'Rourke O'Hanlan & Zimmermann, LLP, counsel to Coinexx and the Stockholders, an
opinion addressed to PC411 and Newco dated the Closing Date in the form annexed
hereto as Exhibit E.

         8.08 Additional Information. Newco shall have received from Coinexx
such documentation, including audited financial statements as may be requested
by Newco for use in connection with any required filings of PC411 with the
Securities and Exchange Commission.

         8.09 Good Standing Certificates. Newco shall have received certificates
of appropriate government officials of the state of incorporation of Coinexx and
the Subsidiary dated within ten (10) days before the Closing Date certifying
that Coinexx and the Subsidiary is validly existing under the laws of its state
of incorporation.

         8.10 Shareholders' Approval. The Merger and the transactions
contemplated by this Agreement shall have been approved and ratified by all
necessary and appropriate corporate action of Coinexx including, without
limitation, approval by separate votes of the holders of Coinexx Common Stock
and by the holders of Coinexx Preferred Stock.

         8.11 Dissenters. Prior to the Effective Date, holders of no more than
an aggregate of 3% of the outstanding shares of either class of the capital
stock of Coinexx shall have taken all of the steps necessary up to that date to
enforce their rights as dissenting stockholders pursuant to Section 262 of the
GCL.



         8.12 Actions, Proceedings, etc. All actions, proceedings, instruments
and documents from Coinexx required to carry out the transactions contemplated
by this 
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Agreement and all other related legal matters shall be reasonably satisfactory
to PC411 and Newco and their counsel; and PC411 and Newco shall have been
furnished by Coinexx with such other instruments and documents as it shall have
reasonably requested.

         8.13 No Material Adverse Change. Between the date hereof and the
Closing Date, there shall not have occurred any changes in the properties,
assets, businesses or prospects of the Coinexx Companies which in the aggregate
are materially adverse to the Coinexx Companies.

         8.14 Outstanding Stock. PC411 shall have received a certificate of the
Chief Executive Officer of Coinexx dated the Closing Date certifying as to the
number of shares of Coinexx Common Stock and Coinexx Preferred Stock issued and
outstanding as of the Closing Date and the record owners thereof ("Outstanding
Share Certificate").

         8.15 Elmore Employment Agreement. Elmore shall have executed and
delivered to the Surviving Corporation, the Elmore Employment Agreement.

         8.16 Closing of Settlement with Rachlin and St. Francis. The Settlement
Agreements with Rachlin and St. Francis described in Sections 3.14A and 3.25(b)
respectively shall have closed and all the obligations of the parties to such
agreements shall have been satisfied.
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                                   ARTICLE IX

               CONDITIONS PRECEDENT TO THE OBLIGATIONS OF COINEXX

         The obligations of Coinexx and its Stockholders under this Agreement
are subject to the satisfaction at the Closing of each of the following
conditions; provided, however, that Coinexx may, in its sole discretion, waive
any of such conditions and proceed with the transactions contemplated hereby.

         9.01 Accuracy of Representations and Warranties. The representations
and warranties of PC411 and Newco contained in this Agreement or any other
document delivered by PC411 or Newco to Coinexx at the Closing in connection
with this Agreement shall be true and correct in all material respects on and as
of the Closing Date, as if made on and as of the Closing Date.

         9.02 Performance of Agreements. PC411 and Newco shall have performed
and complied in all respects with all covenants, obligations and agreements to
be performed or complied with by any of them on or before the Closing Date
pursuant to this Agreement.

         9.03 Litigation, etc. No claim, action, suit, proceeding, arbitration
or hearing or notice of hearing shall be pending (and no action or-investigation
by any governmental authority shall be threatened) which seeks to enjoin or
prevent the consummation of the transactions contemplated by this Agreement.

         9.04 Officers' Certificate. Coinexx shall have received a certificate
of the chief executive officer and the chief financial officer of PC411, dated
the Closing Date, certifying as to the fulfillment of the conditions set forth
in Section 9.01, 9.02 and 9.03.
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         9.05 Opinion of Counsel to Newco. Coinexx shall have received from



Messrs. Morse, Zelnick, Rose & Lander, LLP, counsel to PC411 and Newco, an
opinion addressed to Coinexx dated the Closing Date in the form annexed hereto
as Exhibit F.

         9.06 Actions, Procedures, etc. All actions, proceedings, instruments
and documents required to carry out the transactions contemplated by this
Agreement and all other related legal matters shall be reasonably satisfactory
to Coinexx and its counsel; and Coinexx shall have been furnished with such
other instruments and documents as it shall have reasonably requested.

         9.07 Elmore Employment Agreement. The Surviving Corporation shall have
executed and delivered to Elmore the Elmore Employment Agreement.

                                    ARTICLE X

                                 INDEMNIFICATION

         10.01 Indemnification by Elmore. Elmore hereby covenants and agrees
with PC411 and Newco that he shall reimburse and indemnify PC411 and the
Surviving Corporation and their respective successors and assigns (individually
an "Indemnified Party") and hold them harmless from, against and in respect of
any and all costs, losses, claims, liabilities, fines, penalties, damages and
expenses (including reasonable fees and disbursements of counsel) incurred by
any of them due to, arising out of, or in connection with, a breach of any of
the representations, warranties, covenants or agreements made by Elmore (either
individually or jointly and severally with Coinexx or with any other
Stockholder) in this Agreement (a "Claim").

         10.02 Indemnification by PC411. PC411 hereby covenants and agrees with
the Stockholders that it shall reimburse and indemnify the Coinexx Stockholders
and their 
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respective successors and assigns (also individually an "Indemnified Party") and
hold them harmless from, against and in respect of any and all costs, losses,
claims, liabilities, fines, penalties, damages and expenses (including
reasonable fees and disbursements of counsel) incurred by any of them due to,
arising out of, or in connection with, a breach of any of the representations,
warranties, covenants or agreements made by PC411 or Newco in this Agreement
(also a "Claim").

         10.03 Right to Defend, etc. 

         (a) If the facts giving rise to any such indemnification shall involve
any actual Claim or demand by any third party against an Indemnified Party, the
indemnifying party shall be entitled to notice of and entitled to defend or
prosecute such Claim at its expense and through counsel of its own choosing if
it advises in writing of its intention to do so to the Indemnified Party within
thirty (30) days after notice of such Claim has been given to the indemnifying
party (without prejudice to the right of any Indemnified Party to participate at
its expense through counsel of its own choosing). Such Indemnified Party shall
cooperate in the defense and/or settlement of such Claim, but shall be entitled
to be reimbursed, as provided in Section 10.03 hereof, for all costs and
expenses incurred by it in connection therewith. No settlement of any Claim may
be made without the consent of the indemnifying party, which consent may not be
unreasonably withheld; provided, however, that if such indemnifying party has
been offered the opportunity to defend such Claim and has elected not to do so
then settlement may be made without the consent of the indemnifying party.

         (b) Notwithstanding Section 10.03(a) hereof, if, in the reasonable
opinion of PC411, any Claim involves an issue or matter which could have a
materially adverse effect on the business, operations, assets or prospects of
PC411 or the Surviving Corporation, then, and
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in such event, PC411 shall have the right to control the defense or settlement



of any such Claim. If PC411 should so elect to exercise such right the
indemnifying party shall have the right to participate in, but not control, the
defense or settlement of such Claim.

                                   ARTICLE XI

                               GENERAL PROVISIONS

         11.01 Survival of Representations, Warranties, Covenants, and
Agreements. The representations, warranties, covenants and agreements contained
in this Agreement shall survive the execution of this Agreement and the closing
of the transactions contemplated by this Agreement for a period of two years
after the Closing.

         11.02 Expenses. Whether or not the transactions contemplated by this
Agreement are consummated, all costs and expenses incurred in connection with
this Agreement and the transactions contemplated including all accounting,
auditing and legal fees hereby shall be paid by the party (i.e., Coinexx, PC411,
Newco or the Stockholders) incurring such expense except that the amount of
legal fees charged to Coinexx for services rendered in connection with the
transactions contemplated hereunder shall not exceed $8,750.

         11.03 Notices. All notices, requests, demands and other communications
which are required to be or may be given under this Agreement shall be in
writing and shall be deemed to have been duly given when (a) delivered in
person,(b) the day following dispatch by an overnight courier service (such as
Federal, Express or UPS, etc.) or (c) five (5) days after dispatch by certified
or registered first class mail, postage prepaid, return receipt requested, to
the party to whom the same is so given or made:

         If to PC411 or Newco addressed to: c/o New Valley Corporation
                                            100 SE Second Street 
                                            Miami, Florida 33131 
                                            Attn: J. Bryant Kirkland III
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         with a copy to:                    Morse, Zelnick, Rose & Lander, LLP
                                            450 Park Avenue
                                            New York, New York 10022
                                            Attn:  Howard L. Morse, Esq.

         If to Coinexx addressed to:        c/o Coinexx Corporation
                                            191 Post Road West
                                            Westport, Connecticut 06880
                                            Attn: R. Mark Elmore

         If to a Shareholder addressed to address set forth below such
Shareholder's name on the signature page hereof.

         In each case, with a copy to:      O'Rourke O'Hanlan & Zimmerman, LLP
                                            27 Pine Street
                                            New Canaan, Connecticut 06840
                                            Attn: Victor Zimmerman, Esq.

or such other address as any of the parties shall hereafter notify the other
parties in writing.

         11.04 Assignability and Amendments. This Agreement and the rights and
obligations created hereunder shall not be assignable by any of the parties.
This Agreement cannot be altered or otherwise amended except pursuant to an
instrument in writing signed by each of the parties. This Agreement shall be
binding upon and inure to the benefit of the parties, their successors, legal
representatives and assigns.

         11.05 Entire Agreement. This Agreement and the Exhibits and Schedules
which are a part hereof and the other writings and agreements specifically



identified herein contain the entire agreement between the parties with respect
to the transactions contemplated herein and supersede all previous written or
oral negotiations, commitments and understandings.

         11.06 Waivers, Remedies. Any condition to the performance of any party
hereto which legally may be waived on or prior to the Closing Date may be waived
by the party entitled to the benefit thereof. Any waiver must be in writing and
signed by the party to be 
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bound thereby. A waiver of any of the terms or conditions of this Agreement
shall not in any way affect, limit or waive a party's rights under any other
term or condition of this Agreement. All remedies under this Agreement shall be
cumulative and not alternative.

         11.07 Counterparts and Headings. This Agreement may be executed in two
or more counterparts, each of which shall be deemed an original and all of which
together shall constitute one and the same instrument. All headings (including,
without limitation, Article headings and Section titles) are inserted for
convenience of reference only and shall not affect its meaning or
interpretation.

         11.08 Severability. If and to the extent that any court of competent
jurisdiction holds any provision (or any part thereof) of this Agreement to be
invalid or unenforceable, such holding shall in no way affect the validity of
the remainder of this Agreement.

         11.09 Governing Law. This Agreement shall be governed by and construed
in accordance with the laws of the State of Delaware.

         11.10 Binding Effects. This Agreement shall be binding upon and incur
to the benefit of the parties hereto, their successors, legal representatives
and assigns.

                                   ARTICLE XII

                            TERMINATION OF AGREEMENT

         12.01 Termination of the Agreement. Certain of the parties hereto (the
"Parties") may terminate this Agreement as provided below:

                  (a) PC411, Newco and Coinexx may terminate this Agreement as
to all Parties by written consent at any time prior to the Closing.

                  (b) Either Newco or Coinexx may terminate this Agreement by
giving written notice to the other at any time prior to the Closing if the
Closing shall not have 
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occurred on or before May 15, 1998, by reason of the failure of any condition
precedent under Article VIII hereof in the case of termination by PC411 or Newco
or Article IX hereof in the case of termination by Coinexx (provided, however,
that the right to terminate this Agreement under this Section 12.01(b)(i) shall
not be available to any party whose action or failure to act has been a
principal cause of or resulted in the failure of any of the conditions precedent
to the Closing and such action or failure to act constitutes a breach of this
Agreement).

                  (c) If any Party terminates this Agreement pursuant to this
Article XII, all rights and obligations of the Parties hereunder shall terminate
without any liability of any Party to any other Party; provided, however, that
any such termination shall not relieve any Party from any and all liability
which may have arisen on account of such Party's breach of this Agreement.

         IN WITNESS WHEREOF, the parties hereto have duly executed this
Agreement as of the date first above written.



                                            COINEXX CORPORATION

                                            By: /s/ R. Mark Elmore
                                                -------------------------------

                                            PC411 CORPORATION

                                            By: /s/ J. Bryant Kirkland III
                                                -------------------------------

                                            PC411 ACQUISITION CORP.

                                            By: /s/ J. Bryant Kirkland III
                                                -------------------------------

                                            /s/ R. Mark Elmore
                                            -----------------------------------
                                                R. MARK ELMORE
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                                                                   Exhibit 10.2

                              EMPLOYMENT AGREEMENT

         EMPLOYMENT AGREEMENT dated as of the 6th day of May, 1998 between
Coinexx Corporation, a Delaware corporation (the "Company") and R. Mark Elmore
(the "Executive").

         WHEREAS, pursuant to an Agreement and Plan of Merger, dated as of May
6, 1998, by and among the Company, PC411 Acquisition Corp. and PC411 Inc.
("PC411"), and the Executive (the "Merger Agreement"), the parties hereto agreed
to enter into this Employment Agreement.

         NOW, THEREFORE, for good and valuable consideration, it is agreed as
follows:

         1. Term. Subject to the terms and conditions hereof, the term of
employment of the Executive under the Agreement shall be for the period (the
"Employment Term") commencing on May 6, 1998 (the "Commencement Date") and
terminating on the expiration of three years thereafter, unless sooner
terminated as provided in Paragraph 4 hereof.

         2. Duties and Responsibilities. During the Employment Term, the
Executive shall serve as President of the Company. He shall report to, and be
subject to, the direction of the Company's Board of Directors and shall perform
such duties and responsibilities commensurate with his title and position as may
be assigned to him from time to time by the Board of Directors. The Executive
shall work on a full time basis and shall devote his time, energy and attention
to the business of the Company.

         3. Compensation.

         (a) Salary. In payment for the services to be rendered by the Executive
hereunder, the Executive shall be paid at the annual salary rate of $100,000,
less withholding required by law and other deductions agreed upon by the
Executive, commencing on the date of this agreement. Such compensation shall be
payable monthly, or on such more frequent schedule as the Company may elect.

         (b) Stock Options. Promptly after the execution hereof the parent of
the Company, PC411, shall grant to the Executive an option to purchase 110,000
shares of the common stock of PC411 at a price of $1.50 per share in
substantially the form annexed hereto.

         (c) Benefits. The Executive shall be entitled to the following
additional benefits:

         (i) Three weeks of paid vacation during each year of the Employment
Term to be taken in accordance with Company policy.

         (ii) To the extent the Executive qualifies, the Executive may
participate in, or benefit under, any benefit plan, arrangement or perquisite
made available by PC411 to its key executives and key employees, including,
without limitation, any major medical, family health and dental coverage plan
and long-term disability group plan.

         (iii) The Company shall reimburse the Executive for such ordinary and
necessary business related expenses as shall be incurred by the Executive in the
course of the performance of his duties under this Agreement, in accordance with
Company policies.
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         4. Termination. The Executive's employment hereunder may be terminated
under the following circumstances:



 
       (a) The Company shall have the right to terminate the employment of the
Executive under this Agreement for disability in the event the Executive suffers
an injury, or physical or mental illness or incapacity of such character as to
substantially disable him from performing his duties hereunder for a period of
more than one hundred eighty (180) consecutive days upon the Company giving at
last thirty (30) days written notice of termination; provided, however, that if
the Executive is eligible to receive disability payments pursuant to a
disability insurance policy or policies paid for by the Company, the Executive
shall assign such benefits to the Company for all periods as to which he is
receiving payment under this Agreement.

         (b) This Agreement shall automatically terminate upon the death of
Executive.

         (c) The Company may terminate this Agreement at any time because of (i)
Executive's material breach of any term of this Agreement or (ii) the willful
engaging by the Executive in misconduct which is materially injurious to the
Company, monetarily or otherwise, without the Company waiving any rights it may
have against the Executive for breach of this Agreement.

         (d) The Company shall have the right to terminate Executive's
employment at any time at its sole discretion; provided that if such employment
is terminated other than in accordance with the provisions of Section 4(a), 4(b)
or 4(c) the Company shall pay to Executive the amounts set forth in Section
10(c) hereof.
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         5.       Nondisclosure; Noncompetition.

         (a) The Executive agrees not to use or disclose, either while in the
Company's employ or at any time thereafter, except with the prior written
consent of the Board of Directors, any trade secrets, proprietary information,
or other information that the Company considers confidential relating to
processes, suppliers (including but not limited to a list or lists of
suppliers), customers (including but not limited to a list or lists of
customers), compositions, improvements, inventions, operations, processing,
marketing, distributing, selling, cost and pricing data, or master files
utilized by the Company, not presently generally known to the public, and which
is, obtained or acquired by the Executive while in the employ of the Company.

         (b) During the Employment Term and for a period of one year thereafter,
the Executive shall not, directly or indirectly; (i) in any manner, engage in
any business which competes with any business conducted by the Company and will
not directly or indirectly own, manage, operate, join, control or participate in
the ownership, management, operation or control of, or be employed by or
connected in any manner with any corporation, firm or business that is so
engaged (provided, however, that nothing herein shall prohibit the Executive
from owning not more than three percent (3%) of the outstanding stock of any
publicly held corporation), (ii) persuade or attempt to persuade any employee of
the Company to leave the employ of the Company or to become employed by any
other entity, or (iii) persuade or attempt to persuade any customer of the
Company to cease doing business with the Company, or to reduce the amount of
business it does or intends or anticipates doing with the Company.
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         (c) During his employment with the Company, and for one year
thereafter, the Executive shall not take any action which might divert from the
Company any opportunity learned about by him during his employment with the
Company (including without limitation during the Employment Term) which would be
within the scope of any of the businesses then engaged in or planned to be
engaged in by the Company.

         (d) In the event that this Agreement shall be terminated for any
reason, then notwithstanding such termination, the obligations of Executive



pursuant to this Section 5 of this Agreement shall survive such termination.

         6. Successors; Binding Agreement. This agreement shall inure to the
benefit of and be enforceable by the Executive's personal or legal
representatives, executors, administrators, successors, heirs, distributees,
devisees and legatees. If the Executive should die while any amount would still
be payable hereunder if the Executive had continued to live, all such amounts,
unless otherwise provided herein, shall be paid in accordance with the terms of
this Agreement to Executive's devisee, legatee or other designee or, if there be
no such designee, to the Executive's estate.

         7. Amendment; Waiver. No provisions of this Agreement may be modified,
supplemented, waived or discharged unless such waiver, modification or discharge
is agreed to in writing signed by the Executive and the Company. No waiver by
either party hereto at any time of any breach by the other party hereto of, or
compliance with, any condition or provision of this Agreement to be performed by
such other party shall be deemed a waiver of similar or dissimilar provisions or
conditions at the same or at any prior or subsequent time. No agreements or
representations, oral or 
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otherwise, express of implied, with respect to the subject matter hereof have
been made by either party which are not set forth expressly in this Agreement.

         8. Applicable Law. The validity, interpretation, construction and
performance of this Agreement shall be governed by the laws of the State of New
York without regard to its conflict of laws principles.

         9. Severability of Covenants. In the event that any provision of this
Agreement, including any sentence, clause or part hereof, shall be deemed
contrary to law or invalid or unenforceable in any respect by a court of
competent jurisdiction, the remaining provisions shall not be affected, but
shall remain in full force and effect and any invalid and unenforceable
provisions shall be deemed, without further action on the part of the
undersigned, modified, amended and limited solely to the extent necessary to
render the same valid and enforceable.

          10.     Remedies.

         (a) In the event of a breach or threatened breach of any of the
Executive's covenants under Section 5, the Executive acknowledges that the
Company will not have an adequate remedy at law. Accordingly, in the event of
any such breach or threatened breach, the Company will be entitled to such
equitable and injunctive relief as may be available to restrain the Executive
from the violation of the provisions thereof.

         (b) Nothing herein shall be construed as prohibiting the Company, on
the one hand, and the Executive, on the other hand, from pursuing any remedies
available at law or in equity for any breach or threatened breach of the
provisions of this Agreement by the other party, including the recovery of
damages.
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         (c) If the Company terminates Executive's employment other than
pursuant to Section 4(a), 4(b) or 4(c), it shall continue to pay Executive his
compensation under Section 3(a) until the expiration of twelve months following
such termination or the expiration of the Employment Term which ever first
occurs.

         11. Notices. Any notice, request, instruction or other document to be
given hereunder by any party to the other party shall be in writing and shall be
deemed to have been duly given when delivered personally or five (5) days after
dispatch by registered or certified mail, postage prepaid, return receipt
requested, to the party to whom the same is so given or made:

         If to the Company



            addressed to:           Coinexx Corporation
                                    c/o New Valley Corporation
                                    100 SE Second Street
                                    Miami, Florida 33131
                                    Attn:  J. Bryant Kirkland III

         with a copy to:            Morse, Zelnick, Rose & Lander, LLP
                                    450 Park Avenue
                                    New York, New York 10022
                                    Attn:  Howard L. Morse, Esq.

         If to the Executive
         addressed to:              R. Mark Elmore
                                    c/o Coinexx Corporation
                                    1771 Post Road East
                                    Westport, Connecticut 06880

or to such other address as the one party shall specify to the other party in
writing.

         12. Entire Agreement. This Agreement sets forth the entire agreement of
the parties hereto in respect of the subject matter contained herein and
supersedes all prior agreements, promises, covenants, arrangements,
communications, representations or warranties, whether oral or written, by any
officer, Executive or representative of 
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any party hereto; and any prior agreement of the parties hereto in respect of
the subject matter contained herein is hereby terminated and canceled.

         IN WITNESS WHEREOF, the parties have executed this Agreement on the
date and year first above written.

                                              COINEXX CORPORATION

                                              By: /s/ J. Bryant Kirkland III
                                                  -----------------------------

                                                  /s/ R. Mark Elmore
                                                  -----------------------------
                                                  R. MARK ELMORE
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                                                                   Exhibit 10.3

                                   PC411, INC.

                             STOCK OPTION AGREEMENT

                                   May 8, 1998

         PC411, INC., a Delaware corporation (the "Company"), hereby grants to
R. Mark Elmore (the "Optionee") stock options (each an "Option" and collectively
the "Options") to purchase a total of 110,000 shares (each a "Share" and
collectively the "Shares") of the Company's common stock, par value $.01 per
share (the "Common Stock") on the terms and conditions set forth herein.

         1. Term.

         (a) The Options are granted on the date first above written.

         (b) The Options shall expire at the close of business on March 31, 2008
(the "Termination Date").

         2. Price.

         The purchase price of $1.50 for each Share upon exercise of an Option
is not less than the fair market value of a share of Common Stock on the date
hereof.

         3. Characterization of Options.

         The Options granted pursuant to this Agreement are intended to be
Incentive Stock Options, as defined in section 422 of the Code.

         4. Written Notice of Exercise.

         The Options may be exercised only by delivering to the Secretary of the
Company, at its principal office within the time specified in Paragraph 1 or
such shorter time as is otherwise provided for herein, a written notice of
exercise substantially in the form described in Paragraph 10.

         5. Anti-Dilution Provisions.

         (a) Subject to any required action by the stockholders of the Company,
the number of Shares covered by the Options shall be proportionately adjusted
for any increase or decrease in the number of issued shares of Common Stock
resulting from a stock split or the payment of any stock dividend with respect
to the Common Stock of the Company, or any other increase or decrease in the
number of issued shares of Common Stock effected without the receipt of
consideration by the Company. No change shall be made in the aggregate purchase
price to be paid for the Shares, but the aggregate purchase price shall be
allocated among all the Shares after giving effect to the adjustment; provided,
however, that any fractional Shares resulting from any such adjustment shall be
eliminated.

         (b) In the event of a proposed dissolution or liquidation of the
Company, or in the event of a proposed sale of all or substantially all of the
assets of the Company, or the merger of the Company with or into any other
corporation, the Board of Directors of the Company (the "Board") shall, as to
outstanding optionOptions, either (i) make appropriate provision for the
protection of any such outstanding Options by the substitution on an equitable
basis of appropriate stock of the Company or of the merged, consolidated or
otherwise reorganized corporation which will be issuable in respect to one share
of Common Stock; provided, only that the excess of the aggregate fair market
value of the Shares immediately after such substitution over the purchase price
thereof is not more than the excess of the aggregate fair market value of the
Shares subject to such options immediately before such substitution over the
purchase price thereof, or (ii) upon written notice to the Optionee, provide



that all unexercised Options must be exercised within a specified number of days
of the date of such notice or they will be terminated. In any such case, the
Board may, in its discretion, advance the lapse of any waiting or installment
periods and exercise dates.
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         6. Investment Representation and Legend of Certificates.

         Optionee agrees that until such time as a registration statement under
the Securities Act of 1933, as amended, becomes effective with respect to the
Option and/or the Shares, the Optionee is taking the Options and will take the
Shares for investment purposes only and not for resale or distribution. The
Company shall have the right to place upon the face of any stock certificate or
certificates evidencing the Shares such legend as the Board may prescribe for
the purpose of preventing disposition of the Shares in violation of the
Securities Act of 1933, as amended.

         7. Non-Transferability.

         During the Optionee's lifetime, the Options shall be transferable by
the Optionee to accredited investors only. After the Optionee's death, the
Options may be transferable by will or by the laws of descent and distribution.

         8. Certain Rights Not Conferred by Options.

         The Optionee shall not, by virtue of holding the Options, be entitled
to any rights of a stockholder in the Company.

         9. Expenses.

         The Company shall pay all original issue and transfer taxes with
respect to the issuance and transfer of the Shares pursuant hereto and all other
fees and expenses necessarily incurred by the Company in connection therewith.

         10. Exercise of Options.

         (a) The Options shall vest and become exercisable on the following
dates:
                36,666 on the date which is one year from the date hereof; 
                36,667 on the date which is two years from the date hereof; and
                36,667 on the date which is three years from the date hereof.

         (b) An Option shall be exercisable by written notice of such exercise,
in the form prescribed by the Board or the committee appointed by the Board to
administer the Plan, to the Secretary of the Company, at its principal office.
The notice shall specify the number of Options being exercised (which number, if
less than all of the Options then subject to exercise, shall be 100 or a
multiple thereof) and shall be accompanied by payment (i) in cash or by check in
the amount of the full purchase price of such Shares or (ii) in such other
manner as the Board or the Committee shall deem acceptable.
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         (c) No Shares shall be delivered upon exercise of any Option until all
laws, rules and regulations which the Board may deem applicable have been
complied with. If a registration statement under the Securities Act of 1933, as
amended, is not then in effect with respect to the Shares issuable upon such
exercise, the Company may require as a condition precedent that the person
exercising the Options give to the Company a written representation and
undertaking, satisfactory in form and substance to the Board, that such person
is acquiring the Shares for their own account for investment purposes only and
not with a view to the distribution thereof.

         (d) The person exercising an Option shall not be considered a record
holder of the Shares so purchased for any purpose until the date on which such
person is actually recorded as the holder of such stockShares in the records of



the Company.

                                            PC411, INC.

                                            By: /s/ J. Bryant Kirkland III
                                                -------------------------------
                                                    J. Bryant Kirkland III

Accepted as of the date 
first set forth above.

/s/ R. Mark Elmore
- ------------------------------
    R. MARK ELMORE
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