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PART I - FINANCIAL INFORMATION

ITEM I - Financial Statements

TENET INFORMATI ERVICES, INC.

(A Development Stage Company)

NDENSED

LIDATED BALANCE SHEET

(Unaudited)

ASSETS, LIABILITIES AND SHAREHOLDERS' EQUITY

Current Assets
Cash

Accounts receivable
Note receivable - current portion

Total current assets

Furniture, Fixtures And Equipment
Less accumulated depreciation and amortization

Net furniture, fixtures and equipment

Other Assets

Note receivable - long term portion
Other assets

Net other assets

December 31, 2003

$

285,318
11,461
6,122

302,901

5,632
(3,860)
1,772

16,576
3,575
20,151
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Total Assets

Current Liabilities
Accounts payable

Accrued expenses

Accrued interest

Amounts due to related parties
Total current liabilities

Shareholders' Equity
Common stock, $.001 par value; 100,000,000 shares

authorized; 966,860 shares outstanding
Additional paid-in capital
Deficit accumulated prior to date of inception of the
development stage

Deficit accumulated from date of inception of the

development stage
Total shareholders equity

Total Liabilities and Shareholders Equity

$

324,824

$

69,855
46,694
12,919
44,138
173,606

967

4,872,265

(4,697,885)

(24,129)
151,218

$

324,824

See the accompanying notes to the condensed consolidated financial statements.

1
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TENET INFORMATION SERVICES, INC.

(A Development Stage Company)

DENSED CONSOLIDATED STATEMENTS OF OPERATTI

(Unaudited)
For the Three Months Ended December 31
2003 2002

Operating Expenses
Selling, general and administrative $ $

35,394 28,826
Loss From Operations (35,394) (28,826)
Other Income (Expense)
Interest income 744 7
Interest expense (1,079) (4,309)
Total other expense, net (335) (4,302)
Net Loss From Continuing Operations (35,729) (33,128)
Income (Loss) From Discontinued Operations 335,808 (14,890)
(Net of gain on sale of EdNet of $308,359 for the three months ended
December 31, 2003, net $0 in income taxes)
Net Income (Loss) $ $

300,079 (48,018)
Basic And Diluted Earnings (Loss) Per Share
Continuing operations $ $

(0.04) (0.04)



Edgar Filing: TENET INFORMATION SERVICES INC - Form 10QSB

Discontinued operations

Total Basic And Diluted Earnings (Loss) Per Share

Weighted Average Number Of Common Shares Used In Per

Share Calculation

0.35 (0.01)
$ $

0.31 (0.05)
966,860 966,860

See the accompanying notes to the condensed consolidated financial statements.

2

TENET INFORMATION SERVICES, INC.

(A Development Stage Company)

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

Operating Expenses

Selling, general and administrative

(Unaudited)
For the Six Months Ended December 31 For the Period
October 23, 2003
(Date of Inception
of Development
Stage) Through
2003 2002 December 31, 2003
$ $ $
46,115 53,275 23,835
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Loss From Operations (46,115) (53,275) (23,835)

Other Income (Expense)

Interest income 1,341 84 732
Interest expense (3,130) (8,244) (1,026)
Total other expense, net (1,789) (8,160) (294)
Net Loss From Continuing Operations (47,904) (61,435) (24,129)

Income (Loss) From Discontinued
Operations

Net of gain on sale of EdNet of $308,359 for
the six months ended December 31, 2003, net

$0 in income taxes) 337,467 (17,962)
Net Income (Loss) $ $ $
289,563 (79,397) (24,129)

Basic And Diluted Earnings (Loss) Per Share

Continuing operations $ $
(0.05) (0.06)
Discontinued operations 0.35 (0.02)
$ $

Total Basic And Diluted Earnings (Loss) Per
Share 0.30 (0.08)

Weighted Average Number Of Common
Shares Used In Per Share Calculation 966,860 966,860

See the accompanying notes to the condensed consolidated financial statements.

3
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TENET INFORMATION SERVICES, INC.

(A Development Stage Company)

CONDENSED CONSOLIDATED STATEMENTS OF CASH F1.OWS

(Unaudited)

For the Six Months Ended December 31

2003 2002
Cash Flows From Operating Activities
Net income (loss) $ $
289,563 (79,397)
Adjustments to reconcile net income or (loss) to net
cash (used in) provided by operating activities
Depreciation and amortization 1,170 4,711
Gain on sale of discontinued EdNet (308,359)
Changes in assets and liabilities
Accounts receivable 79,636 (22,001)
Prepaid Expenses 4,400
Accounts payable and accrued (107,595) 40,053
expenses

Deferred revenues (75,059) (30,708)
Work performed in excess of billings 5,706
Billings in excess of earned revenue (7,290) 12,655

Net cash from operating activities (127,934) (64,581)
Cash Flows From Investing Activities
Acquisition of furniture, fixtures and equipment (3,435)
Proceeds from sale of EdNet 339,000
Collections from note receivable 3,002

Net cash from investing activities 342,002 (3,435)

For the Period
October 23, 2003
(Date of Inception

of Development

Stage) Through

December 31, 2003

$

(24,129)

(1,611)

(31,850)

(57,590)

1,516
1,516

11
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Net Increase (Decrease) In Cash 214,068 (68,016) (56,074)
CASH, at beginning of period 71,250 78,585 341,392
CASH, at end of period $ $ $
285,318 10,569 285,318
Cash Paid During the Period for Interest $ $
969 3,316

See the accompanying notes to the condensed consolidated financial statements.

4

TENET INFORMATION SERVICES, INC.

(A Development Stage Company)

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(1)

Presentation of Interim Financial Statements

The accompanying condensed consolidated financial statements have been prepared by the Company without audit,
pursuant to the rules and regulations of the Securities and Exchange Commission. Certain information and footnote
disclosures normally included in financial statements prepared in accordance with generally accepted accounting
principles have been condensed or omitted pursuant to such regulations, although the Company believes that the

12
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disclosures are adequate to make the information presented not misleading. These financial statements should be read
in conjunction with the financial statements and the notes thereto included in the Company's most recent Annual
Report on Form 10-Ksb.

In the opinion of management, these financial statements include all adjustments (consisting only of normal recurring
adjustments) necessary to present fairly the Company s consolidated financial position at December 31, 2003 and the
results of its operations and its cash flows for the three months and six months ended December 31, 2003 and 2002
respectively. Because of the sale of the consulting division and the EDNet product line, the results of operations for
the three-month and six month period ended December 31 2003 are not indicative of the results that may be expected
for the remainder of the fiscal year ending June 30, 2004.

(1)

Stock-Based Compensation

The Company accounts for its stock options issued to directors, officers and employees under Accounting Principles
Board Opinion No. 25 and related interpretations ("APB 25"). Under APB 25, compensation expense is recognized if
an option's exercise price on the measurement date is below the fair value of the Company's common stock. The
Company accounts for options and warrants issued to non-employees in accordance with SFAS No. 123, "Accounting
for Stock-Based Compensation" (SFAS 123) which requires these options and warrants to be accounted for at their
fair value.

No stock-based employee compensation cost is reflected in net income, as all options had an exercise price equal to
the market value of the underlying common stock on the date of grant. The following table illustrates the effect on net
income and basic and diluted loss per common share if the Company had applied the fair value recognition provisions
of FASB Statement No. 123, Accounting for Stock Based Compensation, to stock-based employee compensation:

5
For the Three Months Ended For the Six Months Ended
December 31, December 31,
2003 2002 2003 2002

13
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Net income (loss), as reported $ 300,079 $ (48,018) $ 289,563 $ (79,397)

Adjust: Total stock-based employee
compensation

expense determined under fair value
based method

for all awards, including adjustment for
forfeited options (157) (1,373) (522) (3,080)

Pro forma net income (loss) $ 299,922 $ (49,391) $ 289,041 $ (82,477)

Basic and diluted earnings (loss) per
common share

as reported $ 0.31 $ (0.05) $ 0.30 $ (0.08)

Basic and diluted earnings (loss) per
common share

pro forma $ 0.31 $ (0.05 $ 0.30 $ (0.09

3)

Change in Estimate

At the end of its previous fiscal year, the Company accrued its legal costs for the fourth quarter. In the first quarter of
the year, the Company established actual legal costs for the previous quarter and adjusted its obligation for payment of
legal expense to the actual amount due, resulting in a one-time decrease in the current period s legal expenses and
associated operating costs of $19,471. The Company has accounted for this as a change in accounting estimate.

(C))

Basic and Diluted Loss Per Share

Basic earnings per common share are computed by dividing net loss available to common stockholders by the
weighted-average number of common shares outstanding during the period. Diluted earnings per share reflects the
potential dilution which could occur if all contracts to issue common stock were exercised or converted into common
stock or resulted in the issuance of common stock. A total of 21,250 and 30,250 post-split stock options were

14
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excluded from the calculation of diluted loss per common share at December 31, 2003 and 2002 respectively, because
the effects would be antidilutive.

®)

Sale of Consulting Division Assets and EDNet Assets

On May 23, 2003, the Company sold all the assets of the Company s consulting division to a shareholder and former
employee of the Company.

On July 29, 2003, the Company entered into an asset purchase agreement to sell all of the assets of the EDNet product
line to ClinicalVentures, L.C. The sale of assets closed on October 22, 2003 following a special shareholder meeting
at which the transaction was approved by the shareholders of the Company. As a result of the sale of the EDNet
product line to Clinical Ventures, the Company currently has no operations. ClinicalVentures purchased all office and
computer equipment associated with the EDNet product line, which had a net book value of $3,092 and the right to
pursue work with the Company s EDNet product line clients in exchange for $339,000 in cash as well as accepting
certain obligations and liabilities of the Company. The purchaser assumed the obligation to support all ongoing
maintenance contracts currently in force with EDNet clients.

In conjunction with the above agreement, the Company and Clinical Ventures executed a software license agreement
pursuant to which ClinicalVentures obtained a non-exclusive right and license to use the Company s EDNet and
ARCNet tracking software products. This license agreement allows Clinical Ventures to distribute the software for a
period of five years. As part of this license agreement, ClinicalVentures agreed to pay to the Company 5% of the
initial software license fees received by Clinical Ventures during the five-year period with respect to new sales or
licenses of the EDNet and ARCNet tracking products up to an aggregate of $90,000.

The financial statements present the results from the consulting division and the EDNET product line as discontinued
operations.

During the six months ended December 31, 2003 and 2002 respectively, the company s discontinued operations had
revenues of $74,139 and $312,917 and income or (losses) from operations of $29,108 and $(17,962).

15
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Based on the sale of all operating assets the Company has become a development stage company and reporting
subsequent to October 22, 2003 is on a Development Stage basis.

(6)

Stock Split

At the special shareholder meeting on October 22, 2003, the shareholders approved a 1 for 20 reverse stock split of the
Company s common stock and common stock options. As a result of the reverse split, the Company has 966,860
outstanding shares of stock, after adjustments for fractional shares. The reverse stock split has been retroactively
reflected in the accompanying consolidated financial statements for all periods presented.

ITEM 2

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

General

This discussion contains forward-looking statements that include, but are not limited to, the Company's expectations
regarding its future financial condition and operating results, product development, business and growth strategy,
market conditions and competitive environment. The Company's actual results could differ materially from those
anticipated in these forward-looking statements as a result of certain factors disclosed in this document.

This discussion should be read in conjunction with management s discussion and analysis of financial condition and
results of operations included in the Company s Annual Report on Form 10-K for the fiscal year ended June 30, 2003

16
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As a result of the sale of all remaining operations on October 22, 2003, Tenet has become a development stage
company. The Company is actively seeking business opportunities.

Results of Operations

For the three months ended December 31, 2003 compared with the three months ended December 31, 2002.

During the three-month period ended December 31, 2003, the Company had operating expenses of $35,394 compared
to $28,826 for the corresponding period of the prior fiscal year. The major reasons for the increase in the
administrative costs are transaction costs associated with the divestiture and expenses required to wind down the
Company s operations as it transitions to a development state and investigates new opportunities.

The Company reported net income of $300,079 or $0.31 per share for the three-month period ended December 31,
2003 compared with an operating net loss of $(48,018) or ($0.05) per share for the corresponding period of the
previous year. This increase resulted from the sale of the Company s remaining operations.

For the six months ended December 31, 2003 compared with the six months ended December 31, 2002.

During the six month period ended December 31, 2003, the Company had operating expenses of $46,115 compared to
$53,275 in expenses for the prior year. This decrease resulted from reduced overhead associated with the divesture of
its operating entities.

The Company recorded net income of $289,563 or $0.30 per share for the six months period ended December 31,
2003 compared with a net loss of $79,397 or $0.08 per share for the corresponding period of the prior year. This gain
resulted from the sale of all operating entities of the company.

17
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Liquidity and Capital Resources

The Company s primary needs for capital are to fund ongoing administrative expenses while the Company seeks and
evaluates new business opportunities. The Company anticipates sufficient capital for its current operations but if a
merger or similar business combination arose, additional capital may need to be raised.

At December 31, 2003 the Company had positive net working capital of $129,295 as compared to a net working
capital deficit of ($316,452) at December 31, 2002.

Inflation has not had a significant impact on the Company's operations.

Item 3 Controls and Procedures

(a) Evaluation of disclosure controls and procedures- Based on their evaluation of the Company's disclosure controls
and procedures (as defined in Rule 13a-15(e) under the Securities Exchange Act of 1934 (the "Exchange Act")), the
Company's principal executive officer and principal financial officer have concluded that as of the end of the period
covered by this Quarterly Report of Form 10-Qsb such disclosure controls and procedures are effective to ensure that
information required to be disclosed by the Company in reports that it files or submits under the Exchange Act is
recorded, processed, summarized and reported within the time periods specified in Securities and Exchange
Commission rules and forms.

(b) Changes in internal control over financial reporting- During the quarter under report, there was no change in the
Company's internal control over financial reporting that has materially affected, or is reasonably likely to materially
affect, the Company's internal control over financial reporting.

PART II

OTHER INFORMATION

Item 1.
Litigation

N/A

18
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Item 2.
Changes in Securities

N/A

See information below in Item 4 on one-for-twenty reverse stock split approved by shareholders at a Special
Shareholder Meeting on October 22, 2003.

Item 3.
Defaults Upon Senior Securities

N/A

Item 4.

Submission of Matters to Vote of Security Holders

Special Shareholder Meeting

The Company held a special shareholder meeting on October 22, 2003 in Salt Lake City. The purpose of the meeting
was to consider and vote on the following six proposals presented to shareholders and contained in the definitive
proxy statement mailed to each shareholder and filed with the Securities and Exchange Commission:

19
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Approval of that certain Asset Purchase Agreement by and between Tenet and Clinical Ventures, L.L.C.
("ClinicalVentures") and dated August 1, 2003 (the "Asset Purchase Agreement") and the sale of substantially all of
the Company s operating assets and the assignment of certain liabilities (the "Transaction") pursuant to the Asset
Purchase Agreement.;

2.
Approval of a resolution authorizing shareholders to take action by the written consent of fewer than all of the

shareholder entitled to vote with respect to the action, to the fullest extent permitted by Utah corporate law (the
"Written Consent Resolution") and approval of an amendment to the Articles of Incorporation allowing such action;

3.
Approval of a resolution authorizing a one-for-twenty reverse stock split of the outstanding shares of common stock,
(the "Reverse Stock Split Resolution") to take effect upon the filing of the Amended and Restated Articles with the

Utah Department of Commerce, Division of Corporations and Commercial Code and approval of an amendment to the
Articles of incorporation allowing such action;

4.

Approval of amendments to the Company s Articles of Incorporation, which amendments will include the following:

a.
Elimination of Articles VI of the Company s Articles of Incorporation, which provides that Tenet may acquire its own

shares. All rights and restrictions in Article VI are provided to Tenet in the Utah Revised Business Corporations Act
(the "Act") making this Article unnecessary, and

b.

Elimination of Article VII of the Company s Articles of Incorporation, which provides that Tenet may make
distributions to shareholders. All rights and restrictions in Article VII are provided to Tenet in the Act, making this
Article unnecessarys;

5.

Approval of amendments to the Company s Articles of Incorporation, which amendments will include the following:

20
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Elimination of Article II, which provides that Tenet shall exist indefinitely. Under the "Act", every corporation has
perpetual duration, making this article unnecessary;

b.

Modification to Article III which defines Tenet's purpose. The modification eliminates references to computer
systems related to the medical and health fields and allows Tenet to engage in any acts, activities and pursuits for
which a corporation may be organized under the Act;

10

Deletion of references to the Utah Business Corporation Act, substituting references to the Utah Revised Business
Corporation Act (this modification allows the Articles of Incorporation to be consistent with the State of Utah's
adoption of a revised act, the renumbering of articles to be consistent with the deletion of articles), and the restatement
of the Articles of Incorporation (the "Amended and Restated Articles") by incorporating in a single document the
amendments approved and adopted by our shareholders at the Special Meeting, as well as all prior provisions still in
effect.

Election of three (3) directors to the Tenet Board of Directors, each to serve for a one year term expiring at our annual
meeting in 2004, and with three nominees for those positions presented by the Board (the "Director Nominees").

All six proposals were approved by shareholders at the special meeting. The directors of the Company have directed
company personnel to take all actions necessary to implement the changes required by the approval of the proposals.

Item 5.
Other Information

21
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N/A

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

Exhibits

Exhibit No.

Description

31

Certification required under Section 302 of Sarbanes-.

Oxley Act of 2002

32

Certification required under Section 906 of Sarbanes-.

Oxley Act of 2002
(ii)
Reports on Form 8-K

None

11
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SIGNATURES

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.

Dated: February 16, 2004
TENET INFORMATION

SERVICES, INC.

[s/ Jerald L. Nelson
Jerald L. Nelson

Chairman of the Board of Directors
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