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YIA OYEKNIGHT DELIVERY 

Wal t:cr D' Haeselccr 
Dircc;tor, Division of Communications 
Floridn Public Service Commission 
2540 Shumard Oak, Blvd. 
Tullahassee, Florida 32399-0870 
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BERLIN 
l •ttA ilffaf O 

May 22. 1996 

• 

0> Re: 
(') 

6 

Application of Dial & Save of Florida, Inc. for Authority to 
Proyjde Local Exchange Service in A ori!la 

-
:r: 

· Dcar·Mr!)D'Haeseleer: 
M -

~ Enelos'!d for tiling on behalf of Dial & Save o( Florida. Inc. (*Dial & Save*) please find 
.!l an doginil and six (6) copies of Dial & Save's above-referenced application. Also enclosed is a 

chcg in' thc amount of$250.00 to cover the tiling fee for the above-referenced application . 
0"1 

Please date-stamp the extra copy and rerum it to the: undersigned in the: enclosed self· 
addressed. stamped envelope. 

Should ynu have any 4ucstion.~ concerning this filing, plc.15e do not hesitate lO contact the 
uru.Jcr$igncd. 

Very truly yours. 

Katherine A. Rolph 

Enclosures . ' 

Nal:tlic Ma.rine-Strccl 

I' , 

'(j f\f\r"< U"ll I t. 
I : . k 

IIJ>Jll • • '"'''llrsfl t>llr •.oo whv ' '"ri.Jilll"'() rllt•• ' 
~!/ '- !10Cl!~-· .•• [l ',Tf 
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FLORIDA PUBLIC SERVICE COMMISSION 

CAPITAL CIRCLE OFFICE CENTER - 2540 SHUMARD OAK BOULEVARD 
TALLAHASSEE, FLORIDA 32399-0850 

APPLICATION FORM 
for 

AUTHORITY TO PROVIDE ALTERNATIVE LOCAL EXCHANGE SERVICE 
WITHIN THE STATE OF FLORIDA 

INSTRUCTIONS 

1. This form is used for an original application for a certificate and for 
approval of sale, assignment or transfer of an existing alternative local 
exchange certificate. In case of a sale. assignment or transfer, the 
information provided shall be for the purchaser, assignee or transferee. 

2 Respo. 1d to each item requested in the application and appendices If 
an item is not applicable, please explain why. 

3. Use a separate sheet for each answer which will not fit the allotted 
space. 

4 If you have questions about completing the form, contact: 

Florida Public Service Commission 
Division of Communications, Certification & Compliance Section 

2540 Shumard Oak Boulevard 
Tallahassee, Florida 32399-0866 

(904) 413-6600 

5 Once completed, submit the original and six (6) copies of this form along 
with a non-refundable application fee of $250 mar1e payable to the 
Florida Public Service Commission at the above address. 

FORM PSC/CMU 8 (07/95) 
Required by Chapter 364.337 F.S. DO 1•r•· · • · ,, r • IHTf 

U 5 6 U J Hfl Y 23 l.'l 
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1 This is an application for (check one): 

(X) Original authority (new company) 

( ) Approval of trans for (to another certificated company) 
Examole, a certificated company purchases an existing company 
and desires to retain the original certificate authority 

( ) Approval of assignment of existing certificate (to a 
non-certificated company) 

Example, a non-certificated company purchases an existing 
company and desires to retain the certificate of authority rather 
than apply for a new certificate. 

( ) Approval for transfer of control (to another certificated company) 
Example. a company purchases 51 % of a certificated company 
The Commission must approve the new controlling entity. 

2 Name of applicant: 

Uial & SIU' C of Florida, Inc.; Uhal & San- or Florida, Alpha, Inc.; Dill I.~ Sa\'l' of 
Fluridn, llt•tn, Inc.; Uiul & S11vc of Florida, Gammn, Jm·.; and IJial & S11\'C of Floridu, 
lh·ll~t. In<·. (cuh ectivt'ly, " Dial & S11~·e"). 01111 & Su\'l' i~ a wholly owned 1uhs idiary of 
Telc<> Communintions Group, Inc. ("Telco"). 

3. A. National mailing address including street name. number. post office box. 
city, state, zip code, and phone number. 

421 9 Lafnyclle Center Drive 
C hnntilly, VirKinill 2202 1 1209 
(70]) (,] 1-5600 

B. Florida mailing address including street name, number. post office box. 
city. state. zip code, and phone number. 

Dial & S;wc does not currently have a mailing nddn•ss in l''orlda. 

C Physical address of alternative local exchange service in Florida 
Including street name. number, post office box, city . zip code and phone 
number 

Dial & Save does not current ly hnvc nn office in florida. Dial & Save' s regi~'tered 
:tj!rnt In Fluridu is: Corporution Tni'>1 Center, 1209 Orange Stl't'('t, Wilmington. Delaware. 

FORM PSC/CMU 8 (07/95) 
Required by Chapter 364.337 F.S. -2-



• 
4 Structure of organization: 

( ) Individual 

• 
(X) Corporation 
() Foreign Partnership 
( ) Limited Partnership 

( ) Foreign corporation 
( ) General Partnership 
( ) Joint Venture ()Other, Please explain --------

5. If incorporated, please provide proof from the Florida Secretary of State that the 
applicant has authority to operate in Florida. 

Corporate charter number(s ): F9400Q002263;f9SOOQOO I S 14; F95000Q() I 5 I 5; 
t'9SOOQQ01518' F95000001519. 

6. Name under which the applicant will do business (d/b/a): Dial & Sal'<' 

7. If applicable. please provide proof of fictitious name (d/b/a) registration. 
Fictitious name registration number: G941579()()()24 

8. If applicant is an individual. partnership, or joint venture. please give name. title 
and address of each legal entity. Not applic;ll>ll'. 

9. State whether any of the officers. directors. or any of the ten largest 
stockholders have previously been adjudged bankrupt. mentally incompetent. 
or fnund guilty of any felony or of any crime. or whether such acti0'1S may resull 
from pending proceedings. If so. please explain , 

None of Dint & Save's officers, d irt.'Ctors, nor nny or Its len lnrgcst stockholders, huw 
pr(•viously IX'Cn adjudged bankrupt, mentally incom roctcnl , or found guilty of WI)' felony or of 
uny crime; nor art• uuy such proceedings pending. 

10. Please provide the name. title. address. telephone number. Internet address. 
and facsimile number for the person serving as ongoing liaison with the 
Commission. and if different. the liaison responsrble for thrs applicatron. 
Ongoing !jnjsoo: Natulic Mnrinc-Sirt-cl , Oint & So•·c of •1orirlu, Inc., 4219 L.afaycllc 

Center Drive, Chantilly. Vir~tlnlu 22021 -1209: 70:1-631-5600 

Liu!son for ApJllico!lon: Kot br rinc A. Rolph. ~:..'""1 · S"idlcr & UnUn , Cha ncred, 3000 
K Slrccl . Suite 300, Wadlington, D.C. 20007-5116 Tel: (202) -124-7788; .-ux: (202) 424-7643 

11 Please list other states in which the applicant rs .:urrently providing or has 
applied to provide local exchange or alternative local exchange servrce. 

IJiul & Save affilialt'3 l1n•·c nppllt~l lo provide resold lntcr~:xchnnge servicl' in oil of thl' 
~IOICS, CX<'Cpl Alaska oud Hnwoli. or these appllcollons 47 have bet•n J:rlllllcd und Vt•m mnl l< 
still I>CnclinJ: . 

FORM PSC/CMU 8 (07/95) 
Requrred by Chapter 364.337 F.S. -3-
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12 Has the applicant been denied certification in any other state? If so, please list 

the state and reason for denial. 

No. 

13. Have penalties been imposed against the applicant In any other state? If so. 
please list the state and reason for penalty. 

No. 

14. Please indicate how a customer can file a service complaint with your company 

Dial & Save can bt' reached for ctr.1omcr complainu al I (8011) 787-3333. 

15. Please provide all available documentation demonstrating that the applicant has 
the following capabilities to provide alternative local exchange service in Florida 

A. Financial capability. Sec Exhibit I . 

Regarding the showing of financial capabil ity. the following applies· 

The application should contain the applicant's financial statements. 
including: 

1. the balance sheet 

2. income statement 

3. statement of retained earnings for the most recent 3 years 

If available. the financial statements should be audited financial 
statements. 

If the applicant does not have audited financ1al statemems. it shall be so 
stated. The unaudited financial statements should then be signed by the 
applicant's chief executive officer and chief financial officer. The signalures 
should affirm that the financial statements are true and correct 

B. Managerial capability. S<.-c Exhibit 2. 

C. Tachr:cal capability. See Exhibit 3. 

FORM PSC/CMU 8 (07/95) 
Required by Chapter 364.337 F.S. -4-
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AFFIDAVIT 

By my signature below. I. the undersigned officer. attest to the accuracy 
of the information conta1ned 1n this application and attached documents and 
that the applicant has the technical expertise. manc.gerial ability. and financ1al 
capability to provide alternative local exchange service 1n the State of Flonda 
I have read the forego1ng and declare that to the best of my knowledge and 
belief. the information is true and correct. I attest that I have the authority to 
s1gn on behalf of my company and agree to comply. now and 1n the future. w1th 
all applicable Commission rules and orders. 

Further, I am aware that pursuant to Chapter 837.06, Florida 
Statutes, "Whoever knowingly makes a false statement in writing with the 
intent to mislead a public servant in the performance of his official duty 
shall be guilty of a misdemeanor of the second degree, punishable as 
provided in s. 775.082 and s. 775.083". 

Date ' 

bot)& 11 -SUXJ__ 
Telephone Numbe1 

Address 

FORM PSC/CMU 8 (07195) 
Reqwed by Chapter 364 337 F S - 5 -



EXHIBIT I 

EXHIBIT 2 

EXHIIJIT 3 

• • 
EXIi!DITS 

Aullilcd fi nancial S1:11crncnls fnr Dial & Save's Parcnl, 
Telco Conununit::uion$ Group. Inc. 

Ma.1u1geria l Cap.1bility 

Technical Capability 
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EXHIBIT I 

Audited Financial Statements for Dial & Save's P.~rcn1. 
Telco Communications Group. Inc. 
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TELCO .;OMMUNICAnONS GROUP, INC. 

AND SUBSIDIARIES 

Conaolldat.d Financial Stawmenta for 

the Nine Montha Ended September 30, 1Qi5 

and the v .. r Ended December 31, 1Sie4 

and Independent Audltort' Report 
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TELCO COMMUNICAnONS GROUP, INC. 
AND SUBSIDIARIES 

Consollctat.d Ananclal St.t.menta for 
the Nine Month• Ended Septtwnber 30, 1H5 
and the YMr Ended December 31, 18i4 
end Independent Auclltora' Report 



r . • TELCO COMMUNICATIONS GROUP, I~C. 
AND SUBSIDIARIES 

TABLE OF CONTENTS 

INDEPENDENT AUDITORS' REPORT 

CONSOLIDATED FINANCIAL STATEMENTS 
R>R 1liE NINE MOmli:S ENDED SEPT'I!MBER 30. 199S 

AND 11iE YEAR ENDED DECEMBER 31. 1994: 

Consolidared Ba1mce Sbeels 
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Notes to Consolldatec1 F'UIIIld.ll Sr•ormcna 
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INDEPENDENT AUDITORS' REPORT 

Tdc:o Coamnmicarioru Group, lac. 

("banrilly, Vi.rJia.ia 

• 
SuncSOO 
Eoontn & Ma•n 6uoi<MO 
707 EeJt Me on St'"' 
Rchmoncl. Vtrgrno~ 13219 

le'-pi>One (8041697 t soo 
Fecs•m•te C804t697- t8:>5 

We baveaudiled lbe IIXompuyillgconsol""led l:a1ar:e meet of Telco Commlllli<:arioru Group. lac . 

aDd sublidiarica u of Sepccm ber 30, 1995 IDd I)ccember 31, 1994,1Dd lbc related COIIIOlldaJed 

mmncnn a iDcomc llld raaiDIId ...,mp IDd ol cub Oowa for lbe able IIIODihl mded Scpttcmber 30. 

199511111 lbc year aided Da:cmbcr 31, 1994. 1beac CODIOiida&ed ftDwW awmma arc lbc 

respoalibi1lty of lbc Company' a menaprnmt Ow rapoaaibll.lly Ia 10 apaa Ill opiDioa 00 lbCic 

c:omol"'••cd fbwx::W ••erma:t" t...s OD car IDdiu.. 

We c:ooduaed our audia !g ~ wUb Jmeta1Jy KeepCec~audhiJig IWidln1&. 1'bolc sDJldanls 

RqUU'C dial ~ pilll IIIII perform lbc &Ddlt 10 oblalD rcamn•Nc UIUfiiiiC:e about wtlclber lbc fiDaDciaJ 

li.IICIDCDIS arc free of m.uerial miucatemau lul audit iDI:Iudcl aam!g!gg, oo a te1t beds. evidence 

supponing 1bc amOUDIJ IIIII ctirlocurca m 1be filllllt:ial m..,..ma. lul audit a11o iD.:IudCI UICidng tbe 

accoomrin' piDcipla UMd mel dpiftanc eerimetn made by _,aDC"1. u wd1 u evaluating tbf: 

ovcn.ll fioiDciaiiUICmmt pn*l!h!Jioo. We bc1ievc lbat our IIUdia provide a raKAOhlc buil for our 

opmioo. 

In our opimoo, sucb cODSO!iclaUd l'iDaDcial IWI:mma puml fairly. ill all maleria1 rapa:u. lbc financw 

positioo of Telco Commllllicatioos Group, lDc. aDd aubsldiarica at ScpccmbeJ 30. 1995 a.od 

Da:clllbcr 31 , 1994, aDd lbc rcaula cllbdr opcndom IIDCIIbcir c:uh flows for lbc DiDc moolbs coded 

September 30. 1995 a.od lbcyearmded I)ccembef 31 . 1994. !g coaformity wilb p:ucnlly ~ 

IIXOWiring pi.ociplcs. 

J IDU&I)' 2A, I 996 



• TELCO COMMUNICATIONS GROUP, INC. 

AND SUBSIDIARIES 

CONSOUDATED BALANCE SHEET 
SEPTEMBER 30,1H5 AND DECEMBER 31,1H4 

ASSETS 

CI.JRR.ENT ASSETS: 
Cub 
Aa:ouniS ~able. lnlde ( Del of allowazx:es 

of $2,764.630 at September 30, 1995 IDd 
$1.078,442 I I Decanbcr 31, 1994 

ACCOUDIS receivable. ocbcf 
Dcposus 
Odlc:r 

Toc.alcum:otuua 

PROPERTY, PLANT AND EQUIPMENT: 
I eu ebold improvemalll 
Ncrwort cqulpmcnt 

Office fwnhurc 
Ncrwort cqulpmcnt UDder capitallcue 

Ncrwort bciUtics uudct devdopmcnt 

Accwculated deprcciatioo 

ToW ptopcrt}'. plant aDd cqulpment. DCI 

OlHER ASSETS: 
Deferred IDCOIDC IU IQCt 

Goodwill. net 

Otbc:r 

TOTAL ASSETS 

• 
S.,.mber 30, 

1115 

s 3S0.936 

48.469,767 

83.384 
113.879 

!.019.W 

S0.037.938 

7(17.002 
2.o402.364 
1.752.369 

1.5.871.9115 
6.178,8S4 

C2.2()8.930) 

24.703.644 

113.218 
261.966 
36].!1l 

812.295 

s 7S ''3 rn 

n~e accompanymg ooccs arc ao iDr.evaJ pm1 of tbe cooaolidatcd fUWlCial ""'"""""· 

. 2. 

o.c.mber 31, 
181M 

s 474,.512 

24.489 .6.S6 
496.810 
269.921 

J.mJ04 

27.28-1.403 

278.837 
496.263 
582.60l 

3.134.099 
1.913,(174 
(530.90()) 

5.873.974 

311 .612 
63.1TI 

314.189 

s <J.m 166 
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UABILmES AND STOCKHOLDERS' EQUITY 

CUR.RENT UABIUI1ES: 
Notes payable, sbon lmD 
Capilli lease obligarioo. cum:ut ponioo 

Exciae tues payable 
ACCOUDts payable 
Acaued uetworlt acx:ess ancllr'aiUmlssioo !!Xpense 
Otber ICaued expenses 
!Jicome tues payable 

ToW c:umntllabUiti~ 

LONG-TERM UABIUI1ES: 
Long -cerm debt 
Capttal lease obligation. DOOCUlT'CIIt 

Oel=ed iocome tues 

Tocal loog·lmD llabilioes 

MINORITY INTEREST 

STOCKHOLDERS' EQUITY: 
Commoo stotk ($.001 par. 100,000 sbares autborued. 

49,092 sbares outstalldiog) 
Additiooal paid-in capilli 

Retalocd earnings 

Tocal stockbolck:n' cquily 

TOTAL UABil..JTIES AND STOCKHOLDERS' EQUITY 

• 
Septlmber 'Ill, 

s 

18115 

523.727 
2.32S.786 
1.107_1158 

12,970,848 
8.918.653 

176,1SS 
766.603 

26.789.630 

24,689.044 
10.016.749 

7U.99S 

3S.42!J88 

~IMll 

49 
896.031 

I I ,630.9:48 

J2.S21,028 

snmm 

O.O.mber 31, 

s 

11KM 

213.:!33 
68S,S44 

478.589 
2.699.980 
6.987,37 1 
I.:W:!.M7 

741.163 

13,398.827 

IS.367.424 
2:.617.364 

357,492 

!8.342,280 

ll2.ill 

49 
896,031 
258.824 

L6S4,9Q4 

s R.m t66 



• • TELCO COMMUNICATIONS GROUP, INC. 

AND SUBSIDIARIES 

CONSOUDATED STATEIIEHT OF INCOME AND RETAINED EARNINGS 

NINE MONTHS ENDED SEPT'EMBER 30, 1it5 AND YEAR ENDED DECEMBER 31, 1~ 

OPERATING EXPENSES: 

Ne~ access &lid II'UIImlasioo 
Facility operations and ma.iDJCIWlCe 

Dcprecialioo &lid amoniza.tloo 

CWiomer operatlooa llld martteting 
Geueral llld !ldmini•U'Ilive 

OPERATING INCOME 

1l'IT'EREST ::na>ENSE 

OlliER EXPENSE (INCOME) 

INCOME TAXES: 

CUITCDI 
Deferred 

Total income tues 

M lNORITY lNlER.EST 

NET INCOME 

RETAINED EARNINGS. (DEFICJl). BEG INNING 

RET A1NED EARNINGS. ENDING 

SepMmblr 30, 
11K15 

s 147.030.337 

83.372.301 
6.872.698 
1.854,108 

29.1 16.S78 

4 ,694.883 

!2S .9 I 0,568 

21.119.769 

1.916.853 

I 1.496 

7.228.296 
412,724 

7.641.020 

678,276 

10.872.124 

758.824 

s II til£! !M8 

1be accompaoyiog ooces ~ lUI iDJegnl pan of the cOOJOlidaled fUI.IDCial swcmc:oo . 

. 3. 

o.c.mblr 31, 
181M 

s 44.706.867 

25.984.670 
1.890.366 

49S.883 

9.466.696 
2,412.1 89 

40.2A9.804 

4,457,063 

896.871 

(14.613) 

1.074.837 
m .789 

1.431.626 

!37.!SS 

2.006.024 

{! .247,200) 

s 2~8 112~ 



• • TELCO COMMUNICATIONS GROUP, INC. 

AND SUBSIDIARIES 

CONSOLIDATED STATEMENT OF CASH FlOWS 

NINE MONTHS ENDED SEPTEMBER 30, 1ii5 AND YEAR ENDED DECEMBER 31, 1ti4 

Septlmber 30, 
11185 

CASH FLOWS fllOM (USED FOil) OPD.A TIONS: 

Nc1 IDCOftle 
s 10.172.12-' 

Adjusancnu 10 "'coocile nc1 iDaxnc 1o nc1 

as~~ from <used fotl opermoa aaivilies: 

Ocprccwioo apeme 1.727.676 

Mioorlty IDle"'" 678.276 

Defemd iDc:ocne IUCI m.u5 
Ouoau 10 c:wnat uxu aod li1bililies: 

(lncre&se) Deause in: 
Tndc ICCOUDa JUCSVabk (23.980.1 11) 

Olber n:c:eivlbk:a 413.426 

Depoau U6,0C2 

Prepaid npcnses IDd odier 01m:111 UKtS ~.u.m 

~Diory 
(21.039) 

OlberUKII (303.91.4) 

lncre&se in: 
ACCOIIDIS pa)'3ble 10.270.863 

Ac:crucd expeDKS 1.144.059 

lncomcuus~ 
Z5,+40 

Ne1 cub from (used for) opei'Wiina lCD viDa !,7!2,693 

C ASH FLOWS (USED FOR) !NVFSTlNG ACTJVTTIES: 

Eqwpmeot purclwes (10,462.8 14) 

lo~uncou. nc1 or cub~ 

Ne1 C&Sb used for inveai:Da aaiVIties {I 0.4§2.8 14) 

CASH FLOWS fllOM (USED FOR) FINANCING ACTJVTTIES: 

Proceeds f.rom Uoe or end& I 2A.639.0C4 

Paymcms oo liDe of Cftdil (I 5.367 A2A) 

Paymeou oo capital Ieaia CI.OOSA69) 

Proceeds from (Paymea~~ oo) lbon lmn debe 310.394 

l'ro<:eecb from coocribulcd apical 

Ne1 asb froalli.Daoci.DJ lCD VIbeS 8.626.)4l 

INCREASE CDECIU!ASE) IN CASH (123.$76) 

CASH. BEOINNINO OFllfE f'aU'lD 474J!2 

CASH. END OF THE PI!RIOD $ J~Q 23!1 

1'be accompaoyina oocea are an inlegral pan of !be cooaolidaled fiDaodaJ amtcmenll • 

. 4. 

o.oem~~er 31, 
1ee4 

s 2.006.02A 

495.883 
137,1SS 
356.789 

(23.622.274) 
(492.n9> 
(31.72A) 

(1,492,078) 
(30.189) 
(63,1n) 

1.299.850 
8.795.$62 

741.163 

(! 1.899.795) 

(1,3Q(),879) 
0,758) 

( !. 398.637) 

29.126,823 
(13.759.399) 
(1,266.413) 

(583.000) 
2J.OQO 

13,)43.011 

3)4.$79 

139,933 

$ i:iH ll i 



• • TELCO COMMUNICATIONS GROUP, INC. 
AND SUBSIDIARIES 

NOTES TO CONSOUDATED FINANOAL STATEIIEHTS 

NINE MONTHS ENDED SEPTEMBER 30, 11K15 AND YEAR ENDED DECEMBER 31, 19~ 

1. NA 11JRE OF THE BUSINESS AND SIGNIFICANT ACCOUJio'TJNG POUOES 

IYIII•u oftlu BIUUuu • 1be Compm~y u a facilldes·bued loQg diJwlce telepboae company 

beadquutercd iD Cb•nrilly, VirJ!nia. 1be Company pnncipally provides service to residennll 

customers iD IYmlty·five swea. 

SlgnffiC8nt Accounting Pollc:les: 

L Btuil of CoruoiUUdio11 • 1be cOGJOIJdatcd filwlcill ll&laDCIIb illc:lude lbe aa:oUDIJ of Telco 

Commllllicaliolls Group.loc.(TCOI) a.ocl ill wbolly-oMicd Dial&: Save subsidiaries u weU u 
TCGr a SO... Inter-esc iD Telco Developmerll Group of Delaware. loc. I.Dd a 55.55 ~ tDterest in 

l..oog DiaiiDCC Wboleaale Cub. All inl.ertlompu~y tr'IIIACtiooa &Del ICX:OWits have bee1l elimlDatcd 

in CODIOildariOD (lee N(l(C 6). 

b. Rt~'""' RttOfllllloll • Rcvmue u recoolcd wbc:o service Is I'CIIdeftd. wb.lcb is meuurcdl...-berl 

a long diSWICe call iJ completed. 

c.. Solu , ltdrtrtisilll tutti Rtz.ud M/Vktlillf £zpt1Uu • CoiU incuiTcd Ill comcctioo Wllb 

Company sales. advatisiDgllld IIWiceUDg activities are m:OJ!liud Ill !be period !bat t.bey are 

liiC\Imd. Coau iDcumd In advmce or udUz.uioo in saJea. advmilillg or ID.IIRiiD& activity are 

recognized u prepaid uaeu lllltil&ucb activity occun. 1be Company bu reconled prepaid 

advertising a.ocl awketiDg COIU o(S519.n8 aod $1.05S.414 at Sepcember 30. 199S aod 

December 31. 1994. Rtpeetively. These apeudllllreS w-ere utilized in promociooal acdvilles in 

subscqucot periods aDd were c:xpemcd 1111be periods Ill whlcb t.be acdvides oc~urred. 

d. Cult • For lhc: pwJPOSes or reponing cash flows. lllc Company cooalden all cub accounu wb..icb 

an: 001 subject 10 wilbdrawal resuicbOIU or perl&llia and wbicb have maturiliet ollcu !baD tbl'ee 

months 10 be cub equivaleoiJ. 

Tbc carrying amouur or cub is a R LIOillblc abiDale or IIJ tau value. 

e. itCCOIIIW Rtcti~Gblt • A OCOUIIIl RICCIY&ble principal ly OOOSisu of amounts due from CUIIOIDerl. 

1be ComJlllDY cODinCU with Local Elcbangc Canien (I..ECa). or an &uthorlzcd clearingboose.to 

biU Uid coUec:t fnlm 111 c:ustomm. AcCOUIIts recervable are recogruud Dd ol collcc1ioo cosu &Del 

an WIC~IIeclible allowaoce. 



• • r. Prop1rty Mil Dfll"'dlilkHt • PtopM}, plalllllld equ!pmc:al iJ recorded at cost Dcprecia.lion 

is ccmpwed usio& lbe stnip-liDe mabod bued CJDID eaimaled uacl\llllfe ol five yean. 

Ea:pcncticura for m•intcnanre llld ~Jilin arc dllfJtd 10 apcnae u iucwnld wbcn&l apaldJ IWca 

for lddlliooa llld ~llcemeou arc capltallud. Tbc coa llld rdaled IICQIIIIIIlaiCd ckprecialioo of 

UleiJ sold or Olbcrwisc d.lsposcd of dl.liJI& die period are rm~oved frcm die ICCOWlb. Any gaao or 

loll is rdlecred in tile year of dilpolal. Ncl1llark facililia UDder dcvdopmau inrluda amounu for 

cquipmcnl receiYed but DOl opendorW a1 September 30. 199.S IIId December 31. 1994. 

I · IIIC-1 Tall • lDcomc IU.CI arc provided for tbc IU ctfecU of II'UWCtiOIIS rq>aned ill tbc 

filwlcialswemcnu .llld cooaist of cues currently due LDd ddcmd wcs. Ddmed wcs ~ 

recopiz.ed for diffcnocea bcl'lr'CCD lbc buis of UKU aDd Uabilides for filwlcialsmlallcnt and 

iDcomc IU purpc!KS-. Sucb diffm:DCCI rd&le primarily to dc:prcclablc UICII aDd KCOWlb 

receivable. Tbc Company ~olted Ill s.<llapcer elecooo m 1994. 

b. lA4If F us • Loan fees arc amortized over tbc life of tbe loan. 

i. Go«Jwill • GoodWill is amortized oaa sn.ipu-liDe mctbod over a period ol five yean beguuung 

oo lbc rdared acqubilioo dates . Accumulared amortizatioo is S68.985 1Dd $19.342 at 

Sepccmber 30. 199.SIIId December 31, 1994, rcapectivdy. 

j . Eulu T.u1 I'~ • EAaK cues payable reprac:at s.alcs aDd cacisc IU IIJIOUIIII collected 

wbicb arc sublcqUCDtly rcmiaed to IUillaaulboritics. 

k. Rullusl/ktlltoll • CertaiD amOUDII in die 1994 cOCIIOUdated finanrialsmlallcnts bave been 

rr:Wsified to cooform to 1995 prCICIIWioo. 

2. RELATED PARTY TltANSAcnONS 

The Company bas cntcn:>d. uuo varioui ii'UWCOOIU witb several mtibes wblcb arc or bavc bccll coruroUcd 

by lbe Company' s CbainDaD of tbc Board. wbo is also a sbatcboldcr witb a dinlct ownenbap antercJt of 

33%. These oc.bcr entities illcll.lde Td Labs IDe .. Tdco Deve&opmcnt Group. lnr .. Briclu In Tbe Soclu. 

Lid .. Telco Development Group of Delaware. and Dial &: Save o( Pcnt~~ylvania.. 

Tbc Company leasa off"ICC &Dd swiiC.b she f..::Uatlc:s from Bricks lD Tbc Slieb. Ltd. 1bc Company p&ld 

toQlrcnU olS162,862 1Dd S63.SOO for tbcse fKilitiCI. for tbc niDe IDOOlb period coded Sepccmber 30. 

1995 &Dd lbe year coded December 31. 1994. rcspectivdy. 

ToW annual futun: minimum opcnuoglcuc paymcou due to lbc related 1'1">' for tbc above lease arc as 

follows for die ftllelvc IDOil1b pcnods eoding Scplcmbcr 30' 

1996 
1997 
1998 
1999 
2000 

. 6 . 

s 203,764 
213.047 
W..S76 
20.S.S97 

20.39.S 



• • lbe Coalpllll)' purc:buel call ll"aaSlatioo a.od ranng daaa ptocaJlzla JCrVica oo a moolb-to-mOillh basu 

from Tel lAbs, IDe. 1be C.M!peoy paid S637,4461D11 Sl$7,4()() for lbele ~for die cune moolb 

period eoded Sepccmber 30. 1995 &Dd year aided Dca:mber 31, 1994. rupecli~dy. 

lbe Compauy purc:lwcs compuiCJ cquipmeu aDd ruppon oo a moolb-u>-moodl buis from Tdto 

DevelopmaU Gtoap,IDc. The Coalpllll)' paid S631.118 aDd $229,100 for dlete scrvica for lbe DiDe 

month period elided Sepcember 30. 1995 1114 year eodcd December 31, 1994, rupectively. 

lbe total am011111 included in &CtOWIU payable due to rdatcd paniea is S214.310 ADd SS7,j l8 as of 

September 30. 1995 aDd Dt:cember 31, 1994. rupectivdy. 

On August!, 1994. 1be Company purctwcd I~ of lbc oualaDding &bares of Dial & Save of 

Pamsylv&Dia from lbe Coalpmy's Cbaimwl for S31.479 iD cash. The CooaoUdalcd Swc:mcor of 

Income for lbe year eoded December 31. 1994 illtludes lbc opcmioos of Dial.t Save of Pennsylvania 

from August! . 1994. 

Prior to July 28. 1994, die Coalpa~~y's CbairmaD o 'IOIDCd a~ inlcn:st iD die COIIIIDOII stod: of Long 

Disti.D:e Wholesale Club (lDWC). The Company purchased lbc OWtman's s~ inlercst ADd AD 

add.iliooal 5~ of lbc commoo atoclt of U>WC (see Nocc 6). The Company pajd approJtillutcJy S85.000 

for lbc CbairmaD's inlerut iD U>WC. 

lbe C0111pany was orpn!ttc! duriD& 1993 tbrougtllbe iDvesiiDCDI of: I) ils CbainllaD. 2) iu Praidall. 

&Dd 3) I 00114'"11""""1 ahatdlolder. AI die COIIIpa~~y's iDtcplioo, die DOII·IIWIIIgcmeot llwdlolda 

purclwed allliDority imerest iD !be Compaoy's commoo aoc1t for $2.50,000. On July 20. 1994,1bc 

Compauy purt1wed. iDao tteasury. I~ oflbc DOII-ID&IIIIaJielllliwdlolda'l origmal miDorily IDta'eSI 

in the commou stock~ me Campa~~y for m.ooo. On July 25. t994, 1bc Cocupany sold a sUDilar 

nunority mruest in iu commoo stock to a foreign corpondoo in eJtCbaD&e for $50.000 (see Note 9). 

1bc former IIOCHDIDIJaDCDI slwdlolda is a d.irec1or &Dd member o( lbc IIIIJIIIICUICII ol Esprit TcJccom 

Lid. (Esprit). a provider of iDlcrDIIiooalloog dillaDCe services. Esprit &Dd Tclto purcbase crao.smiu ion 

services from ooe aootbcr. The Company paid Esprit S 1,45 1.684 for traosmwioo services during lbc 

year eodcd December 31. 1994. No amowus wue due Esprit as of December 31. 1994. 

J . LONG· TERM AND OTHER DEBT 

lbe loaJ· tmD debe ofTCGI coosiw or a 525.000.000 lioc or crcdil from Signet Bank due luuwy 19% 

wtlb an iDICI'CU rate~ prime plus2~. The wctglllcd avcraae iDICJUI rate for 1995 &Dd 1994 was 

10.86~ &Dd 9.94~. respeclivdy. lbe bank bas a tim secwity iotcrul oo all ICCOIIDII ~ivablc. 

equipmall. furDilure &Dd fUtures. aDd the COIDIDOII stoelt of subsldlariea iJ pledged f.saddlriollal securlly. 

lbe aeditaptla!ICDI citea mlnimum opcnting ratios, &Dd prohl'biu c:rcadoo of debe, merger, sale ol 

useu,IOUII ot achiDCa, pariiiiCCI, &Dd plymeDI ol d.ividalds ...;lboul cooseDI of lbc lellda. The c:rcdlt 

agrcemcot &lao iocludea a 'NIITIIIt apccment bcrwecn TCOI aDd Signa Media Capital Group. wb.icb 

coli lies Signa Media Capil&l Group to 1,1 74 'NIIniJIS. No 'NamDll bave beal acrci.sedlas of 

Sq>tember 30. 1995. 

. 7. 



• • 1be credilagecmCIII is guaraDII:Ied by two executive oftlcerl c:l tbe Compu~y. UDder tbc tc:nns or the 

agrr.cmcD&. die off~ p&rlllfiDe die tam DOle, COIIIiiDDa IOidf c:IIOUJ points. aDd aoy borroWUlg 1D 

QCeSI of~ of m:civablea. At September 30, 1995 aDd December 31 , 1994. 1bert were oo amou.nu 

outSIIIIdins penoaa1.1y JU&llllleed by die cftlcen. 

At Sepcember 30, 1995 tile Complll)' was iD die procea of~ tbe loaD apcemeot lnterun 

fiDaDciJia of ao addltioclal $10,000,000 was available 10 tbe C«Dp&Dy UDder tbc tmns or tbc curmu loan 

agreement Sublequauro Sepcallber 30, 1995, penDIIIICIII &m:iDs was obWocc1 io tbc amount or 

$45,000,000. Tbe oew fiillaDdn1 '8Jeemall bu a awuricy dale c:l January 24. 1998 aDd cames an 

adjullable illlerul rate bued oa tbc UBOR aDd prime raw. M a reault c:l die ocw finaocmg. 

$24,689,044 bu beCII clu&lfied 10 1oDJ tam ddJt ar Sepliember 30. 1995. UDder die ocw m:dit 

agreemcnl ~are oo pcnoaal ~ 

Sbon·tcrm DOleS payable coaaial c:l dq!Olila 10 1 lea~il!g agen!. 1be terms for die leases reqwre a I~ 

paymcor ar ioccplioa aDd a IO'll. paymem 10 be made ill equal iollaltmCIIII over a period of five months. 

4. OBUOA TIONS UNDER CAPITAL AND OPERA 11NG LEASES 

The Compu~y leuea cenaiD cqulpmem UDder capltllleuea. Accon:UIIaJy,lbe Company bu capallllized 

IUCb equipmalt ill lbe amount of$ 18,796.985 aDd S4.819 tR9 leu ICCUIDulaled depn:cialioo c:4 

$1 ,680.249 md $412.371 as of September 30. 1995 md December 31 , 1994. respectavdy. Toul 

equlpmau UDder capitalleuea iotbldel $2,925,000 aDd S1.a5.000 cluaificd as Nerwart faciiJcies UDda 

devdopmalt, as of Seplcmber 30, 1995 aDd December 31 , 1994. reapectivdy. 

The foUowing represaus lbe funue mi.Dimum paymCIIII required UDder ~b leases for lbe next five years. 

1996 
1997 
1998 
1999 
2000 

s 2.309.603 
2.588.509 
2,789.807 
2.899.41 2 
1,753.016 

ill addilioa 10 opcmiog lcasiog activities discussed iD Norc 2, 1be Compaay lcua fP11CC ill fl. 

Lauderdale. Aorid&; Auslill, Texas: WashiDpm, D.C.: Davenport, Iowa: aDd Arliogton. VirgU!ia. 

The 10111 minimum n:noal coaunltmcDI as of Sep~eD~bcr 30, 1995 due ill fuwre ycars Is as foUoliiS: 

1996 
1997 
1998 
1999 
2000 

S S38.163 
548.698 
516,211 
413..576 
214,921 

Total rent expense IIDt...7 tbese lcaacs was $.316.305 aDd $68.809 for lbe DlDC-mootb penod eodcd 

SepleDlbcr 30, 1995 and year coded December 31, 1994, rupec:tivdy. 

- 8-



~ • 5. INCOME TAXES 

lbe (:QIIIpoaenll oldie proviJioa for iDc:ome lUes are u foUo~ Cor lbc DIDc-IIIOillb period eDdcd 

September 30, 1995 md )'Qr eoded December 31, 1994: 

18115 , ... 
s :5,737.883 s 822.612 

1.190.113 252.225 

TocaJCum:or $7 228 296 $ I 074 837 

$ 332.810 s 320.589 
79.9!1 36.200 

TocaiDdemiCI s ~IZ 12d s mZB2 

6. BUSll'iESS COMBINATIONS 

On July 28, 1994, me Complll)' ICquRd 55~ of die OUIIIIIWina I !OCt of l.oaJ Oit.WICe Wbolel&le Cub 

(see Nott 2). lbe Company .-Jd $134.834 ill cub for me ~bares. lbe ~Cquisllioo bu bctn ICCCIUilted 

for u a purcbue trmsactioo md, accon1iDgly, die cub palcl bu beeD allocated to usea and liabilities 

based oo lbe esdmalcd fair value u of die acquisidoo dare. Tbe CooJoUdarcd Star.eman of lDcome for 

lbe year eodcd December 31, 1994 locludes die opaalillg raults of Looa Diataoce Wholesale Club from 

August I. 1994. 

Sec also Nott 2 ~gardiog Dial A Sne of Pc:onsylvaoi.a. 

7. INCENTIVE STOCK OPTIONS 

On July I, 1994. die Comp111y ldopCcd a Stoc.k Plao (lbc Plul) 1l'tlicb provides for tbe pmiDg of ooe 

or aoy eombiDadoa of iDcculive llod: opciool. oooqualificd I1IXk opciml, telllicrcd stock awudl and 

bargaio purctwes of COIIIplll)' stock. All Compuy employees are eligible 10 putidpate io lbc Plan. 

10,000 lbarel of commonlloek are llllhorizcd for i.uuaoce by lbe Plan. No optiooa wue eserciacd or 

caocelcd durioJlbc oi.oe-moolhl eodcd Sepcember 30. 1995 or lbc year eoded December 31. 1994. At 

Septar~ber 30, 1995. 3.583 alwel are esercinble. 1be followiog opdoos are c:um::o&ly ouaWid!Dg: 

1994 
1995 

Number of ....... 

3,843.5 
500 

· 9 · 

Option Pl1ot 

$1 31 • $784 
$1 ,374 



• lo ldditiOD. U>WC bu gr'lllled opciODIID ecnaiD cmploycu. At Sepccmbcr 30. 1 99~. DODC of these 

opcioos are acn:isable. Tile !ollowiq opcicDs are tum:lldy ()Ufltllldi'll' 

y.., of Orllnt 

199~ 3.22 

8. SUPPLEMENTAL CASH FLOW INFORMATION 

OpllonMM 

$33.9~~ . $128.294 

Tile !ollowiq repuelllllllpplcmmtal cub flo"' infomwion !or tbe oiDe-mondls ended Sepccmbcr 30. 

199~ &Dd tbe year ended December 31. 1994: 

Cash pa.id !or: 

Interest 

Noo-cuh iDvealin& &Dd ftlwlcirag ectivlties.: 

Convenioo of abort term debe to equity 

CApital lules 

Fair value ol UKU 8CQuired 
Cash paid for common siOdc 

9. CAPITAL STOCK 

s 7 206 720 

$ 2.50000 

$ .0014 800 

s 

$ 

s 

$ 2 82! 353 

s J,()">..j,S33 

170.360 

s m m 

On JUDe I. 1994. tbe Comp&Dy declared a len·for ooe siOdc spUt and clwiJCd tbe par value or iu stock 

from S.01 per &bare 10 $ .001 per &bare. On July 20. 1994. 1be Comp&Dy pwdlued 13.633 &bares ofiu 
stock aDd 111t.cquenlly sold tsm ~bares oo July 25. 1994 (~« Nocc 2). 

10. DEBT CONVERSION 

lD JUDe 199S, tbe Compay acrdled its opcioo to coovcn a ~.()(0 Ilion u:rm DOCC Reavablc from au 
majority~ pabcjdivy Loas DiJWice Wbolesale Oub to cqulfY ID dial entity. 3.046sharcs ol Loag 
Diltaocc Wboleaak Oub common aock .-ere wucd ill tbe tnnncrion.. maa'tina ira 1111 inc:ruse ill tbe 
Compul)''s owucnhip iDleR...'l trom ~s.,., ~s.ss ... 

• 10 . 



• • II. EMPLOYEE BENEFIT ft.ANS 

The Comp&Dy'l majorilyoOWDOd IUblidiary Loaa OiJr.aDce Wboleaale Club lmplemeJI!ed a -'OI(k) 
pcnsiao plan duriJI& lbe period aided Seprmber 30, 1995 fOt all d.igjble employeel. Employees are 

eligible 10 panicipare iD die plan if dley bave been employecl by Lana DimDce Wboleale Oub !or oae 

ye~~and work atleasl 20 boun per week. Galcnlly, employees CIJI dder up 10 I 5~ of lbdr grou bi· 

weekly a.Wy iDio lbe plm. The Oxapeoy'a coanibudao iJ 10 be cletermiDtd 11111ually by lbe Soatd m 

Directora. The Ccmpuy made 110 coarribudao fOt lbe period coded Seplrmber 30. 1995. 

U. DEFEitRED COMPENSATION PLAN 

The Ccmpu~y lhougb iu majority-o'NIIed sublldiary Loaa Di.IWICe Wbolaa.le Oub providea a ddand 

ccmpeosatioo piiD for oae olla officen. The plan providea for 1111111&1 electioos to be made by lbe 

officer or ddcrraiiiDOUDIJ, IIIICb defaraiiO be made ooly from oompmndooiiDOUiliS ei1'IICd aDd 

olhc:rwise payable. The piiD rcquira fuDdiDa of lbe del erred oompensedao amOUDI equal10 lbe olf~ecr' s 

deferral plus interest at miDIIUil rate 10 be det.ermiDed by die bou'll of diniCIOI'I from time to lime. As 

of September 30. 1995. S247,652hu been accrued Wldtrlbe plan. $164,119 of wbicb bas been fUDdcd 

to date. 

• • • • • • 
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• 
INDEPENDENT AUDITOR'S REPORT 

To the Board of Directors 
Telco Communications Group, Inc. 
Chantilly. Virginia 

-~" IM«<tw• of Cl'A• 
VlfJIAI&Sodo<yol 0'1" 

We have audited the accompanying balance sheet of Telco Communications Group, Inc. as of 

December 31, 1993, and the related statemenu of income, changes in stoCkholders' deficit, and cash 

flows from inception to December 31 , 1993, and supplementary information. These financial 

statements are the responsibility of the Company's rnanaaement. Our responsibility is to express 

an opinion on these financial statcn)enu based on our audit. 

We conducted our audit in accordance with generally acc:cpted auditing standards. Those standards 

requi re that we plan and perform the audit to obtain reasonable assurance about whether the 

financial statements an: free of material misstatement. An audit includes examining, on a test basis, 

evidence supporting the amounts and disclosures in the financial slatements. An audit also snc.ludes 

assessing the accounting principles used and significant estimases made by management, as well as 

evaluating the overall financial Slatement presentation. We believe tJw our audit provides a 

reasonable basis for our opinion. 

In our opinion, the financial statements referred to above present fairly, in all material respecu, the 

financial position of Telco Communications Group, Inc. as of December 3 1, 1993, and the results 

of operations and iu cash flows from inception to December 3 1, 1993 in conformity with generally 

accepted accounting principles. 

Manassas, Virginia 
March 25. 1994 

9293 Corponw CJn:le • Manua•. Vii'JiniA 22110 • l'm/361-nu • METRO: 631·2244 • FAX 361-8225 

14011/J Kh115 Scnoet • Alcx&noiN. ViJSiniA 22314 • l'm/684-1251•103/ 631·2244 • FAX 684-1556 
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Telco Communications G1oup. Inc. 

ASSETS 

CURRENT ASSETS 
Cuh and cuh oquovalcnu 
Trade .-ovobla 
OVoer .-ovabla 
Oq>o.oiJ 
l'nopUcl .. _ 

TOO&I CUI'ftfll -

PROPERTY AND EQlllPMENT 
l..caKI>old o mprovcmcnu 
Mac:luncty and oqvopmcnt 
Office fumoturc and oqwpmcnl 
E.quopmcnl acquuecl o.ondct ~1&1 1-• 
Leu accumulalecl clcpre<iation 

BALANCE SHEIIT 
Oecembef 31. 1993 

UABiunES AND STOCKHOLDERS' DEFlOT 

CUAAENT UABIUTIES 
Stw.rd>oldcr -a poopbk cNolc ~ I 
Short-lcrm ~ pooyablc I Note 31 
Curnno obloiJIIliOM under capol&l 1_. tNotc Sl 
Aco:ounta pooyablc 
Accrued elptnaet 

OBUGATIONS UNDER CAPITAL LEASES. leu curnnt pon.oan. (Note Sl 

COMMITMENTS AND CONTI NGENCIES tNDic ' ' 

STOCKHOLDERS' DEFICIT 
Common 11«k, par value 1.01 per otw.rc. 

oull>onud S.OOO otw.rc.. o......S 4747 otw.rc. 
P.od on ~1&1 
R~t.aatwd ...manp < dcfaca1 :> 

s 

s 

s 

139,933 
.. 1.706 

4,03) 
236,61~ 

)015) 

151 1)5 

61 ,000 
IS9,146 
14,270 

1,000,000 
tSOSII 

!.!27.7SS 

n.133 
714.000 
1 ... 463 
129,66~ 

31.069 

1112.427 

614.SJ6 

47 
&71,0)) 

!1 .247 29!)1 

076,120) 
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Net sales 
Cost of sales 

Gros.s Profit 

Telco Communications Group. Inc. 

STATEMENT OF INCOME 
From Jnceplion to December 31, 1993 

Billing. General and Administrative EApenses: 
Billing servi,;es 
General and administntiv.: 

Operating income < loss > 

Interest Expense 

Net Income <loss> 

See Notes to Financial Statement.s . 

$ 

s 

3 

1, 135,490 
993.741 

141.749 

100.762 
1.263 033 

1.363.795 

(1,222.046) 

~5.154 

u .~42,~!2Q 



• • 
Tdco Communications Group, Inc. 

STATEMENT OF CHANGES IN STOCKHOLDERS' DE.FJCIT 
From Inception to December 31. 1993 

luuanc:e of common 1toclc 
Proceeds of p&id in capital in exce~s of par 
Ac:c:umulated <deficit> 

Toul Stoclcholden • Deficit 

See Notes to Financial Statemenb 

$ 47 
871 ,033 

(J .247 .200) 

s Q76 1201 
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Telco Communications Group. Inc. 

STATEMENT OF CASH FLOWS 
From Incept ion to December 31, 1993 

CASH FLOWS FliOM OPERATING ACTIVITI ES 
N<t <'-> 

AdjualltWftU IO .-lit ncl < 1-> 10 ncl cull 
provi6ed by < UMd in > opcnllllJ ..Uvilia 

Dcp,.., ........ 
AmoC1iUt1on 

ln.c're&IC 1n trade ~vabla 
lnctul< on ocher .-ivttblca 
lnc,....ond<poeiu 
Inc.- on prepaid elpcnK& 

Inc,_ in ..-.nil poyabl• 
Inc,_ in oa:noed u~ 

CASH FLOWS FROM INVESTING ACTIVIllES 
Purchuc or property ond eqwpment 
l..ca.wltold improve..-1> 

Ntt C&lh < UMd Ill> invatin1 KtiviiM> 

CASH FLOWS FROM FINANCINC ACTIVITII!S 
p,..,.,.... I rom borrowin1• I rom oltareholdcn ond rdllled port­
Payments undc.r capotal 1-
Proceoda (rom AI• or IIOCk 

Ne:t cuh provided by fanancln1 activ•t•u 

Net lncrcue an caah and cuh oquiv&Jenu 
Bceinrun, cull ond cull equovalenll 

SUPPLEMENTAL DISCLOSURES OF CASH FI..OW INFORMATION 
Cuh p.ynwnt1 t"or ant;eorut 

SUPPI..EMerTAL SCHEDULE OF NONCASH INVES11NG AND 
FINANCING ACTIVJTIES 
Capotal loue oblicali<ln oncun.t (or - or equopmml 

!>« Note. au Fmanca&l SlatemcnlJ 

5 

s 0.2~7.2001 

41 .69:1 
5,666 

1441,106) 
,,,0311 

CllO.S601 
CJO.U31 
129,662 

31.()69 

lLW2,26U 

1211.1 10) 
C61.QQ()) 

QJ6.110J 

'796,l3) 
121 .1161 

613 }'7 

1 m 394 

139,93) 

I 1~.22~ 

s 

s ?!1,3p 

s Ill .6fl 

s 
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TELCO COMMUNICATIONS GROUP, INC. 

NOTES TO FINANCIAL STATEMENTS 

Note I. Nature of Business and Significant Accounting Policies 

Nature of business: 

The Company is a full service long diSWlce telephone company headquartucd in 

Chantilly, Vir&inia. The Company currently provides service 10 consumers and 

businesses in the state of Florida under lhe trade style Dial &. Save. 

A summary of lhe Company's signifi.cant ICCOIIJlting policies follows: 

Revenue recognition: 

Revenue is recorded illl an accrual basis whereby revenue is recognized when a long 

distance call is completed and the calls are priced by a third party data jiroccssing 

contractor. Revenues are rcaliz.cd net of a bad debt and an uncollectible allowance. 

Sales, advenising and related marketing expenses: 

Costs incurred in connection with Company sales, advenising, and marketing activities 

arc realized in the per1od that they are incurred. 

Cash and cash equivalents: 

For the purposes of reporting cash flows , the Company considers all cash accounts 

which are not subject to withdrawal restrictions or penalties to be cash equivalents. 

Trade receivables: 

Accounts receivable consist primarily of monies due from Local Exchange Carriers 
("LEC") (BellSouth Telecommunications. GTE Telephone, and Sprint United 

Telephone Company) or an authorized billing clearinghouse. The Company contracts 

with LECs, or an authorized clearinghouse, to bill and collect from it 's customers. 

Accounts receivable are recognized net of collection cost.\, bad debt and uncollectible 

allowances, interest expenses and carrying costs. The Company has elected 10 receive 
monies due from local telephone companies, via an authorized clearing howe on an 

expedited basis, utilizing an adva.ncc payment a,reement. Under this agrcc:ment, lhe 

Company may borrow up 10 a filled percenta&e of lhe outstanding accounts receivable. 
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TELCO COMMUNICATIONS GROUP, INC. 

NOTES TO FINANCIAL STATEMENTS 

Note I. Nature of Business and Significant Accounting Policies (Continued) 

Property and equipment: 

Property and equipment are stated at cost. Depreciation and amortization is computed 

by the straight line method over the estimated useful l.ives: 

Leasehold improvements 
Office furniture &~uipment 
Machinery & equipment 
Leased equipment 

lncom:: taJt status: 

2 
3 
s 
s 

The Company. with the consent of its stockholders, has elected to be taxed under 

sections of federal and state income tax law, which provide that , in lieu of corporation 

income taxes, the stockholders separately account for their prorata shares of the 

Company's items of income, deductions, losses and credits. As a result of this 

election, no income taxes have been recognized in the accompanying financial 

statements. 

Note 2. Notes Payable to Shareholders 

The Company has two (2) unsecured note agreements in the amounts of $43,379 and 

$28.839 payable to individual stockholders and directors. The note agreements provide 

for an annual interest rate of 12 9b payable in monthly installments with principal amounts 

due on December 31. 1994. 
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TELCO COMMUNICATIONS GROUP. INC. 

NOTES TO FINANCIAL STATEMENTS 

Note 3. Short-Term NoteS Payable 

The Company has two unsecured note agrcementJ payable to third parties in the amount1 

of $224,000 and $500,000. The note qreementJ provide for an annual interest rate of 

at least 12~. payable in monthly installments with principal amountJ due June 30, 1994. 

Note 4. Commitments 

The Company leases it 's Chantilly, Virginia and Ft. Lauderdale, Aorida offices under 

operating leases which expire variously through August, 1997. 

The total manimum renta,l commitment u of December 31 , 1993, due in future years is 

as foUows: 

Years ending December 3 1, 1994 
1995 
1996 
1997 

s 33,516 
31.944 
28,800 
16.800 

The total rent expense from inception to December 31. 1993 was $13.572. 

Note 5. Capital Lease Obligations 

The Company leases telephone switching equipment under a capital lease agreement. 

The lease carries an implied interest rate of ten percent (10~) with a term of siAty (60) 

months and allows for the purchase of the leased equipment at the end of the lease term 

for St. This lease is guaranteed by two (2) stockholders and directors. 

The Company leases telephone PBX equipment under a capital lease agreement. The 

lease carries an implied interest rate of 13.9" with a term o f twenty-four (24) months 

and allows for the purchase of the leased equipment at the end of lease term for $1. 

., 
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TELCO COMMUNICATIONS GROUP. INC. 

NOTES TO FINANCIAL STATEMENTS 

Note 5. Capital Lease Obligations (Continued) 

The total minimum aggregate dollar amount due under capital leases is $784,325 with 

interest totalling $199,:\50. The total depreciation on the related assets was $37,294. 

The total minimum lease commitments due as of December 31. 1993 are as follows: 

Years ending in December 31. 

Note 6. Transactions with Related Parties 

1994 
1995 
1996 
1997 
1998 

$148,463 
157,952 
141,869 
156.725 
158,040 

The Company rents office space in Chantilly, Virginia for a two (2) year term from 

Telco Development Group. lnc .. a corporation which is 74" owned by a company 

director and stockholder. 

The Company purchases data processing services on a month-to-month basis from Tel 

Labs, inc .. a corporation which is l()()lj{, owned by a company director and stockholder. 

The Company purchased computer equipment from a corporation owned by a company 

director and stockholder. Total equipment purchases from the corporation during 1993 

we.re $21,109. 

Amounts charged to expenses as a result of lransactions with related parties from 

mception to December 31. 1993 consist of the following : 

Rent 
Data processing 

s 12,000 
5.210 

$ 17 210 

All transactions with related parties are at a fair market price, balance.. are cleared 

regularly. and similar services are readily available from other suppliers. 

As of December 31, 1993 the total amount included in accounts payable due to related 
panlel IS $1 3,545. 
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Telco Commumwion.s Group, Inc. 

SCHEDULE OF GENERAL AND ADMJNISTRA TJVE EXPENSES 
From Inception to December 31, 1993 

General and administrative upenses: 

Depreciuion and amoniu.t.ioo 
Data processio& 
Call center 
Temporary help 
Insurance 
Professional fees 
Mall markedn& 
Travel 
M isc:ellUICIOIU 
Office supphes 
Rent 
Salaries 
Payroll tnes 

S« Notes to Financial Statements. 

s 54,3$8 
S,210 

91,971 
1,402 
4,7$2 
9,427 

838,298 
30,319 
8,S61 

12,9S2 
27,133 

164,$07 
14.143 

s !,263.033 

10 
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EXHIBIT 2 

Managerial Capability 
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Officers and Directors 

OfFICERS: 

Mr. Henry G. Luken. Ill . Chief Execurive Officer & Treasurer 
Mr. Donald A. Bums. Prcsldenr and S~rclllry 

DIRECTORS: 

Henry G. Luken. Ill. Chairman 
Donald A. Bums. Direeror 
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Donald A. Bums, Jr. 

1135 Vernon Snet, N.W. 
Waahlngt.on, DC 20001 

Telco ConvnunlcatJona Group, lne. president: Egu!lv Owner· July 1993 - Present. 

Responalble for determining strategic direction of company and managing 
financial, technical, and matiteting operations. 

Mid Atlantic Telecom, lne. Washington, D.C. 

Executive Vice presid!nt: Chjef Ooerat!na Officer: Minority Eauitv Qwoer. 
October 1992 - July 1993 

• Succealfully man8ged all day-to-day operations of regional interexchange carrier. 
• Responsible for negotiation and maintenance of vendor contracts acx:ounting for 

approximately 60% of annual sales. 
• Implemented busineas systems and controls which enabled company revenues to 

grow by over 200% in a four year period. 
• Instrumental in attracting outside investment in company, resulting in purchase of 

company by a respected industry leader at a substantial advantage to 
shareholders. 

Director of Ooerations. 1988- October 1992 
• Succeslfully completed automation of customer service functtons. 
• Supervised purchase, Installation. and maintenance of switching and 

netwonting equipment 
• Responsible for traffic engineering and networtt destgn. 
• Interfaced directly with large telecommunications customers to determtne 

application-oriented communications solutions. 
• Maintained company's compliance with industry regulations. 

Long Distance Service, Inc. Mclean. VA Director of Operations 1986- 1988 

• Reported directly to Chairman and President of company and supervised staff of 
four technical and administrative personnel. 

• Engineered installation of fully digital DEX-400 switch, replacmg analog IXC 
netwont 

• Implemented CABS audit program. reducing netwotit expenses in excess of 5% 
per annum. 

• Spearheaded customer service automation effort. 
• Participated in strategic mart<eting and pricing decisions 
• Performed lead role In negotiating large vendor contracts and service credits from 

major telecom providers. 

I 
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Technical Cnpahilily 

• 
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Dial & Suve is technically and managerially qualified to pro\'idc locul exchange rcsnic 

services within Florida. Dial & Save has been a long distance service provider in Florida since 

November. 1994 (Docket No. 930820-TI). and will rely upon the significant existing tcchnicul 

-and managerial resources of its parent. Telco Communications Group. Inc .. for planning. 

marketing. network and legallregulutory assistance in providing local cxcluange services in the 

State. In addition. Dial & Save affiliates are authorized to provide resold long distance 

telecommunications services on an introsl!lte basis in 47 other states pursuant to certification. 

registration. or (where appropriate) on a deregulated basis. TI1e successful provision of 

tclcwrmnunications services in Floridnantl throughout the country is proof in the first instance 

nf Dial & Sa\'c · s tt:chnicnl qualifications. 



Commaulosxn. · 
SUSAN F. CI.AJU<. CHAIRMAN 
J. TERRY DEASON 
JULIA L. JOHNSON 
DIANE K. KI ESLING 
JOE OARCIA 

State of F1orida 
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DIVISION OF RECORDS & 
REPORTINO 

BLANCA S. BA YO 
DIRECTOR 
(904) 413-6770 

~ublit 6trbitt €ommifsion 

!Uthtrin A. Rolph, Esquire 
cJo Swidler & Berlin, Ow1tred 
3000 K Street. Suitt 300 
Washington. D.C. 20007-5116 

Docket No. 960647-TX 

Dear Ms. Rolph: 

May 29. 1996 

This will acknowledge receipt of an application for cenificate to provide alternative 
local exchange service by Dial I& Save of FloridA. Inc .. which was riled in this off tee on May 
2J.1996 and assigned the above-referenced docket number. Appropriate s~ffmembm will 
be advised. 

A tentative schedule of events in your docket (referred to as a Case Assignment and 
Scheduling Record or CASR) should be available. upon request. ten (10) workinJ cays atkr 
establisllmcnt of the docket. You may contact the Records Section at (904) 413-6770 or by 
faxat (904) 413-7118 to request that a copy or the case schedule be faxed or mailed to you. 
The schedule of events provides you wilh an opportunity to anticipate completion mges of 
work in the docket. These dates are subject to change: therefore, you may wish to call the 
Records Section periodically to obtain revised schedules for your docket. For fum dates of 
bearings or other activities, please look to the Commission' s official notices and orders. 
You can also obtain information on your docket by accessing the PSC JfomePage on the 
Internet. at http://www.state.n .us/psc/ . 

Sincerely. ~ 

~n 
Commission Deputy 21erk 

CAPITAL CIRCLE OFFICE CENTER • 2540 SHUMARD OAK BLVD • TALI..AHASSEE, FL 32399.08$0 
AD AlflnND•< M~ ()pponuDic)' ~~ .__. l!•mall COWTACTOPSC.STATE Fl.. US 
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