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DATE 

DEC 2 ~ 1997 

2450 Schumard Oak Boulevard 9 l/ ~ )l( -TI 
Tallahassee, Florida 32399-0850 

Dear Sir. 

Re: Joint Application of Network Long Distance, Inc. 
and United Wets, Inc. for Approval or a 
Merger 

On behalf Network Long Distance, Inc. and United Wats, Inc., enclosed please find 
an original and thirteen (13) copies orthe referenced Application Also enclosed is a check 
in the amount of $250.00 to cover the filing fee. 

Please date stamp and retum the enclosed extra copy of this letter In the envelope 
provided. 

Please call me should you have anv questions concerning this filing Thank you for 
your assistance with this matter. 

BWB/bb 
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BEFOJU: THE PUBLIC SERVICE COMMJSSION 

STATE OF FLORIDA 

JOINT APPLICATION OF 
NETWORK LONG DlST ANCE, INC. 
AND UNITED WA TS, INC. CASE NUMBER q1/~3L{-T[ 
FOR APPROVAL OF A 
MERGER 

APPLICATION 

Network Long Distance, Inc. ("Network"), and United Wots. Inc. ("UWI"), putSWillt to the 

applicable Statutes orF!orida and the Commission's Rules and Regulations cWTCntly in effect and/or 

subsequently enacted, hereby request Commission approval of the merger of UWJ, a I 00% "holly 

owned subsidiary of Network, with and into Network (the "Merger"). 

As will be described in more detail below, Network and UWJ propose to enter into the 

Merger whereby L WI, which is a 100% wholly owned subsidiary of Network, will be merged with 

and into Network pursuant to the short form parent-subsidiary merger rulesofthe SUite ofOclawMc.' 

Commission approval of the proposed Merger may result in cost savings because of discounts on 

quantity ordering of materials and services and will streamline the level of service for all involved 

customers. At the same time, approval of the proposed Merger will not in any woy be dctrimcntol 

to the public interests of the State of Florida because the customers of both Network and UWJ will 

conttnue to receive the same high quality service presently rendered to them ll!ld no party to the 

proposed Merger will be given undue advantage over IUlY other party. 

ln support of this Application, Applicants show the following: 

A draft copy or the proposed Mcracr tnstnunent is attached u E.dlobil "A". 
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J. THE PARTIES 

I. Network Long Distance, Inc. is a publicly held Delowore corporotion ,,;th principal 

offices located at S2S Florida Street, Baton Rouge, Louisiana 70801. Network is a non-dominant 

carrier that resells domestic and international long distance service purchased from various facilities 

based carriers pursuant to the FCC's Competitive Carrier policies. 

2. Network is authorized by the FCC to offer domestic interstate and international 

services in oJJ fifty (SO) states and the District of Columbia as a non-dominant carrier. Network 

currently originates interstate traffic in forty nine ( 49) states, and provides introstate service, pursuant 

to certification, registration or laritr requmments, or on an unregulated basis. in forty nine ( 49) 

states. Network is a certificated carrier in the State of Florida.1 

3. United Wats,lnc. is a corporation and o I 00% wholly owned subsidiary of Network 

with principal offices located at 7000 Squibb, Suite 310, Mission, 66202. UWJ is o non-dominant 

carrier that resells domestic and international long distance service purchased from various facilities 

based carriers pursuant to the FCC's OJmpetltive Carrier policies. 

4. UWI is authorized by the FCC to offer domestic interstate and international sc:rv;ces 

in all fifty (SO) states and the District of Columbia as a non-dominant carrier. UWI currently 

originates interstate traffic In forty eight (48) states, and provides intrastate service. pursuant to 

certification, registration or tariffnxtummcnts, or on an unregulated basis, in forty eight ( 48) states. 

UWI is a ce.nificated carrier in the State of Florida.' 

2 In Florida, Netwol'k provides intrastate telccommunitllions services pursuant to Ccr1iftcatc of 
Public Convenience and Necessity bearing Certificale Number 3178 issued In matter entitled • Application foon f()( 
Aulhority to Provide lntercxc:hanse Telec:ommunicatlonl Snvlee Wilhln !he State of florida," Docket Number 
930249-n; Order Number PSC-9J~JS7·FOF·TI. eiTcctlve dale June 30. 1993. 

In Florid~, UWI provides lrurastatc telecommunications services punuantto Certificate of Pu'~lic 
Convenience and Necessity luuod in matter entitled ·Application for Aulhority to Provide lntct'CXchange 
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II. DESIGNATED CONTACT 

5. The designated contact for questions concerning this Applica!!on is: 

Benjamin W. Bronston. Esquire 
Nowalsky, Bronston&. Gothard, L.L.P. 
3500 Nonh Causeway Boulevard 
Suite 1442 
Metairie. Louisiana 70002 
(504) 832-1984 

6. Copies of such correspondence should be sent to: 

Timothy Borton. President 
Network Long Distance, lnc. 
525 Florida Street 
Baton Rouge. Louisiana 7080 I 
(504) 343-3125 

and 

David Ferdman, Chief Operating Officer 
United Wats, lnc. 
7000 Squibb, Suite 310 
Mission, Kansas 66202 
(913) 262-3730 

III. THE MERGER 

7. In the piiSI several years, Network has acquired the assets and/or merged with several 

companies that provide intrastate telecommunication services pursuant to Certificates of Public 

Convenience and Necessi~• in various states. In this instance. Network proposes to continue to its 

consolidation plans by merging UWI. the previously acquired entity, with and into Network, thereby 

creating one laraerparent corporation. By virtue of this r.rnnsaction, Network will realize significant 

economic, marlcetlna and administrative efficiencies. 

Tei<'CommunkadonJ Sc:rv1cc In Florida." Dockt'l Nwnbtr 7409t9-TI; Ordct NwnM PSC-94- 1483-FOF-n. 
ciT~Ivc dalt Decanbcr I, 1994. 
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8. As a company providing intrutale telcc:ommunications savice directly in forty n111e 
(49)statcs, with an.1ual opc:rating revenues of approximately one hundred ten (S II O,OOO,OOO)dollnrs. 
Network is well-qualified to COI1SUI1U1Uite lhc nansaction which is the subject of this Application. 
Current financial infonnation for Network is anached hereto as Exhibit "B".' 

9. UWI, which provides intl1lSUite telecommunications service directly in forty eight 
states, contributes approximately thirty mlllion (SJO,OOO,OOO)dollars to Networic's O\'etall opcmtmg 
revenues. Cw-rent liJWICial information for UWJ is included in Exhibit "B". 

I 0. Applicants propose a Merger lrllllJ8Ction as follows: 

(a) Networic shall merge UWI, its I 000/o wholly owned subsidiary corporation. with and into Networic pursuant to the short form pareot·subs1diary rules of the State of Delaware; 

(b) All or UWI's issued and outstanding common stock shall be CMCelled und extinguished as pan of the Merser: 

(c) The separate existence of UWI shall cease after the Merger. with Network remaining as the surviving corporation; and 

(d) Network will tran5fer al l of the present customer accounts of UWI to Network, and continue to savice lhcse customers through nnd pumw.nt to the Cer1ificate of Public Convenience and Necessity presently utilized b)' Network in Its service of its exiJting customers in the State of Florida, to the extent permitted by thls Commission. Upon consummation of lhc proposed Merger, Network intcnd.s to notify all cw-rent end users of UWI of the event and abo of any change in rates due to lhc aJ igomcnt of two or more d1 fTercnt rate products into a single rote product for common services, by ei ther a separate mailing or by a bill insert. To the extent that any present UWI rote produ:ts are not included in Networic's TarifTs on file with the Commission, Network will amend its TarifTs accordingly. As such, the trnns11ction should not cause any inconvenience or confusion to th1: prc<xisting customers of either UWJ or Networic . 

• Exhibit "B" It tho t110J1 recenl Ponn J().K Jllbmiu.ed 10 tho SE(: by NdWOrk fMibc pcnod enckd Matd! J I, 1997. 
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II. Tho tccbnical, manage.rial and financial persoMel of Network and UWI will n:mnin 

the same aft.er the tranMction, and will continue to serve their respective customers with their present 

high level of exprtisc. 

IV. PUBLIC INTEREST CONSIDERATIONS 

12. Critical to the proposed Merger is the need to CIUUfC the continuation of high quality 

service to all customers currently served by both Network and UWI. ·n,e proposed uunsact.ion will 

serve the public interest for the following reasons: 

(a) It will enable the companies to operate with 8 more streamlined and efficient 
level of service for all involved customers by creating a larger parent 
operation. Tho transaction will enhance the operating efficiencies. including 
ma.ritet efficiencies, of both Applicants. 

(b) Additionally, it wi ll result in cost savings bcca.usc of discounts on quantity 
ordering of m8tea ials and services. 

(c) Acco.rdingly, the proposed Merger will serve to create a heightened level of 
operating effic:lency wbich generally will serve to enhan.ce the overall 
capacity of Applicants to compete in the marketplace md to provide 
t.clecommunieations services for 8 greater number of Florida customers at 
competitive rates and under one brand identity. 

IJ. The proposed transaction will be beneficial for the shareholders of Network, as the 

Merger will consolidate theoperations ofUW I, Network'~ 100% wholly owned subsidiary. with and 

into Network. 

14. In addition, Network. as well as its customers and those ofUWI. will benefit from 

the enhanced economies of scale and operating efficiencies. as is explained above. 

V. CONCLUSION 

IS. Commission approval is requested for the proposed Merger ofUWI with and into its 

parent corporation, Network. Titis transaction will result In cost Sllvings because of discounts on 
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quantity ordering of mnterials and services for both companies. and will strc:4mline the level of 

service for all invo1vrd customers, creating one brand identity for customers of both UWI nnd 

Network. At the $11111C lime, approval of the proposed Merger will not in any way be detrimental to 

the public interests of the State of P1orida because the customers of both Network and UWI will 

continue to receive the same high quality service presently rendered to them and no party to the: 

transaction between Network and UWl will be g.ivcn undue advantage over nny other party. 

16. WHEREFORE. for the reasons stated herein, Applicants respectfully request that the 

Commission authorize Network and UWI to consummate the proposed Merger described above. 

DATED this .Jitiday ofDeeembcr, 1997. 

Respectfully submitted, 

Benjamin W. Bronston. Esquire 
Nowalsky, Bronston & Gothard, L.L.P. 
JSOO North Causeway Boulevard 
Suite 1442 
Metairie, Louisiana 70002 
(504) 832-19g4 
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CERTlFlCATE OF OWNERSHIP AND MERGER 
OF 

UNITED WATS, INC., 
A KANSAS CORPORATlON 

INTO 
NElWORK LONG DISTANCE, INC. 

A DELAWARE CORPORATlON 

It is hereby certified that 

1. The constituent business corporations participating in the merger herein 
certified are 

(I) 
of Kansas; and 

United Wets, Inc., which !~ incorporated under the laws of the State 

(H) Network Long Distance, Inc., which is Incorporated under the laws of 
the State of Delaware. 

2. Network Long Distance, Inc. Is the parent corporation of United Wats, Inc. 
Network Long Distance, Inc. owns 100% of the Issued and outstanding capital stock of 
United Wets, Inc. Tt.e number of outstanding shares of United Wats, Inc. is all 
of which are of one class, and all of which are owned by Network Long Distance, Inc. 

3. A Plan of Merger has been approved, adopted, certified, executed, and 
acknowledged by each of the aforesaid constituent business corporations in accordance 
with the provisions of the General Corporation Law of the State of Delaware, to wit, by 
United Wets, Inc. In accordance with the laws of the State of Its incorporation and by 
Network Long Distance, Inc. in the same manner as is provided in General Corporation 
Law of the State of Delaware. 

4. The name of the surviving corporation in the merger herein certified is 
Networ1< Long Distance, Inc., which will continue its existence as said surviving corporation 
under Its present name upon the affecllve date of said merger pursuant to the provisions 
of the General Corporation Law of the State of Delaware. 

5. The Certificate of Incorporation of Network Long Distance, Inc. , as now in full 
force and effect, shall continue to be the Certificate of Incorporation of said surviving 
corporation until amended and changed pursuant to the provisions or the General 
Corporation Law of the State of Delaware. 

1 



. . . 

6. The Plan of Merger between the aforesaid corporations is on file at the 
principal place of business of the aforesaid surviving corporation, the address of which is 
as follows: 525 Florida Avenue, Baton Rouge, Louisiana, 70801 . 

7. A copy of the aforesaid Plan of Merger will be furnished by the aforesaid 
survMng corporation, on request, and without cost, to any stockholder of each of the 
aforesaid constituent corporations. 

8. The Plan of Merger between the aforesaid constituent corporations provides 
that the merger herein certified shall be effective at upon filing of this Certificate of Merger 
with the Secretary of State of the State of Delaware. 

Dated: 

9. Shareholder approval was not required for the merger. 

2 

Network Long Distance, Inc. 

By. ________________ __ 

Name: Timothy Barton 
Title: President 
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SECURITIES AND EXCHANGE COMMISSION 
WASHINGTON. D.C. 20549 

FOAM 10-K 

ANNUAL REPORT PURSUANT TO SECTION 13 OR 15 ~~ Or THE 
SECURITIES i:XCHANGE ACT OF 1 93~ 

[FEE REQUIRED) 

For the Fiscal Year ended: March 31, 1997 

OR 

TRANSITION REPORT PURSUANT TO SECTION 13 OR 1 51dl 
OF THE SECURITIES EXCHANGE ACT OF 1934 

[NO FEE AEQUIREDI 

For the transition period from ----- to - ----

Commission Fife No. 0·23 172 

NEJWORK LONG QISTANCE INC 
!Exact Name of Reglmant aa Specified in Ita Chanerl 

PftiiWI(I! 

(State or Othar Jl.lriJdiction of 
lr.corporetlon or Organiutionl 

72-1122018 
(I.R.S. Employer ldenti· 

flcation Numberl 

11817 Canon Blvd .. Suite 600 
' Ncwpoa News VirgjoJa 23606 

IAddreu of Principal Exec:vtive Officis. 
Including Zip Code I 

Reglstrant's telephone number, Including area code: (7571 873-1()40 

Socunnes registered pursuant to Section 121bl of the Act None. 

Securities registered pursuont to Section 12fg) of tho Act: Yes 

Common Stock, .0001 Par Value Per Share 
mtle of Ch1"l 

EXHIBIT 8 

Indicate by check matk whet:het the Registrant I 1) has flied all reports reQuired to be filed by Section 1 3 or 1 51dl of 
the Securitie3 Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the Regrstrant 
was requir ed to tlle such reponal. and (21 has been subject to such filing reQUiremems for the pan 90 days. 

Yes ...lS.. No _ 

As of June 25. 1997, 13,094,088 sharu of common stock were outstanding. The aggregate ml!rket value of the 
common stock of Network Long Distance, Inc. lthe · company•) hold by nonaffiliates as of June 25. 1997 was 
S-18, 94-1,795. 

lndrcate by check mark it disclosure of delinQUent filers pursuant to Item 405 of Regulatron S·K ISec tron 229.405 
of this chapter) is not ccntained herem, and will not be contarntK:I. to the best of Registrant's knowledge. in defrruuve 
oro>Cy or information statements Incorporated by reference rn Pan Ill of thrs Form 1 O·K or any amendment to tll•s 
Form 1 O-K. IXJ 

Oocvments rncorporated by caterer :e; Pan Ill incorPOrates r:::orn .nformatron by reference lrGm the Regunrant 's 
deftnnrve o<OlC'f statement for the nnnual meeting of stockholoe• wnreh w•ll be fil~d no later tMn l 20 days drter the 
close of the Regrstrant's fiscal year ended March 31, 1997. 

This Form 1 0-K eonaistr of _ pages. EJthlbitl ere indexed at oage 18. 



• PI<RT I 

ITEM 1 BUSINESS. 

Genera l 

Network Long Distance, Inc .. a Delaware corporatoon, dHectfy and through •U S\Jbsrdoaues (":ne Com:~an; "I, rs a 

provoder of long donance and other 1efecommunocatoon urvocu to end·usere . ondeoendont agents. and other Jon, 

dosta n~e companou, wtth a primary concentrauon on small to rnedium·soled llusone~ses. 

Tho Coml)ltly Is recognized It a pioneer In the U.S. tefec~mmunlcations •ndunry, u tiS Pto•de:etno• company wa: 

eStabltshed on and has been on contJroous operauon sJnce 1979. a luff five year~ proor to the court-ordered brea~-uo 

of the AT& T/3eU System, an e~t generally reoar.ied as the "bonn· of the compeutove long do stance ondu:;try on :r.e 
u.s. 

Over tne past tlvee years. 11>0 company has expanded aub$tJlntl4Uy through mergera, a:Q'.JoSJtJoNO. and tiS own n les 
P<Ogtlms to become a nationwide, tefeconvnunfcations provider. The Company tranamou long dostance telephone 

calls over various typeS of tr1nsmlwon cii(;Uitl leased from other tolocommunocatlons camors at fixed or vauable 

rates. Calls may be routed through one the Company's four (41 switching contora. whtch Jelect the loan oxpensove 

among t he various available tranam!Aion altomativel to complete the c:aff or callt Cln be completed by varoous 

underlying carriers. The Company provides billing, customer aervice and other features relative to tho ca ll. Profou 

ate besed on tho Company's ability to chatge ratea on exceu of the Ccmpany'a cost of trlnsmittmg calla over .the 

tr1nsmiwon lines Alectld by the ~ equipmem or In excess of underty.ng earner cons. 

The Company offers a wide renge of producu and aervicea Including "1 plua" domeatic long dlsunce aarv>ce, 

inbound 18001 servlc., dldated access and private lint aarv~ce , 111ovel card1. conference calling, pagong, ptopatd 

calling cards, wireleas 1arvlcu and natiONllnterrwt accua service. 

The long distance lndu.trY It dominated by tho11 companies w hoch comprl,. the first tier of tho Industry, those 

c:ompanlea with~«! r..,.,_, In 1D1CUa of 11 bi5ol\. IUCh as AT&. T, MCI, Sprint. end WorldCom. The JIC:Ond 

tier is COfT1I)rlled of compeniQ under 11, billion but In ucea of 11 00 milllop ln annualaed revenues. The thord tier 

conslns of thoR companl11 wnn annou.Jaed revanues of under *100 million. The Ccmpany Is a second tier 

company as a result of Its acQUiaitions compltted aubaaquent to March 31, 1997 laae Mergeral. 

History 

1he Con'l;)any was fonnld '011 December 3, 1987, .under the name Harmoney Strtrt CapiuJ , Inc. and was P<lmarily 

In the bu$inesa of IMking butlnaa opportunities and a merger c tndldate. To thle end, on December 19, 1990, the 
Company acquired 100% of the outmndlng ahlru of M.M. Rou, Inc .. a private loulllana corporation formed on 

1979. Since 1990, the Company hu continued to expand Ita 11rvlc01 and customer bue and Ia now primarily a 

long dlmnce telecommunication• company. Accordlnoly, in August, 1991, the Company changed lu name to 

Network Long Di.Nnce, Inc. to more accuretely reflect rts operations. 

Recenr Developments 

On June 30, 1996, Network Long Dist1nce, Inc. (Network.!, merged with Long Distance Telecom. Inc: . dba i>l,re R.dge 

Tetephor• !Blue Ridgel and In connection therewith l11ued 337,079 sharea ol common stock for all of Blue Ridge's 

common stod<.. On No\ ember 15, 1996, Network merged wltl'\ Uno ted Wall, Inc. I Untied Waul and on connectoon 

therewith issued 2.277, 780 ahates of c:onvnon stock for aU of United Wats' common stock. IB!)tn tranuc11ons won 

be collectively referred to 11 the •Mergers. "I The Mergers were ac:counted for 11 pooltno-ol-interens 

Subsecuent to Marth 31, 1997, the Company made uveral mateo•c moves t owards accomphshong ou goals and 

to bentr posnoon Itself 10 ttmaln COIT\I)OtJlove In tht telecommunrcatoons ondustry 
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,. bur.ng ~Y of 1997, the Company completed two mergers: Eastern Telecom. lnternauonal IE Til lot Sl .S milhon casn 
and the issuance of IPPIOximattly 3,633,000 shates of common stock and Nauon•l Tclesb<••cu. Inc INTII by 
issuing approxim~tely 3.274,000 shares of common stock. As a result of tl.ese transacuons. tne Company 
poSIIJoned rtself wnhln the seco nd tier (over S 100 molhon on annu al salosl of the ondustry cased on oro forma foscal 
1997 revenues. The acQUosnoon of ETI will be • =counted for u 1 pUrchue whole tho merger woth NT! w oll oe 
accounted tor as a poolin;t<~f~ntere.:ns. !Both transactoOIU will co llecuvoly be known as tne "Subsequent Metoot s" 1 

ITI is a switch-based onter-exchange carrier loeated in Newpo11 News, Vitgonoa and operates promaroly along I he cas: 
coast of the United States. It has exPanded rapidly through the deployment of an agg·euove dire~ sales program, 
It oponttes a Northern Telecom OMS 250 dogftal swnch whoch is locat ed on Washongton, D.C. , and oHel$ " 1" plus 
oirect diallno, ·o· plus ooerat or usisted calls. 800/888 toll free service. oedicated lines. call•no cards. ontetnJttonal 
service, prepaid catting cards, paging, Internet access. and conference calling. 

NTlos a switch-bued intet-exchange carrier located in W1110na, Mlmesota, and opera tea ptimarlly In :he m1d·western 
United Statu. As with ETl, it has also expanded rapidly through d irect ~los. It operates a DEC 600 digota! 'wtt:h 
located In Winona and offers a full range of telocommunlcaroon producu and serv1ces. 

The following unaudited pro forma combined results of opera uons assume the acquisitions of ETI. NTI and otller 
acquisitions consummated during fiscal 1997 were completed on April I, 1996: 

Revenue 
Net loa 
Loss par share 

Year Ended 
March 31 1997 
.108.018,000 

18,736,0001 
(0.68) 

' 
' 
' ...J 

These pro forma amounts reptesent the hi~orical operating results of these acquired entities combined wtth those .,

1 
of the C4rnpany with appropriate adjurnnents which give effect to interest expense, amortization and tho common 
shares issued. Thou pro forma ltnO\.Ints are not necessarily indicative of tho operating results that would have 
occurred if tho combined entitles had bean operated by current management during tho period presented because 
these amourrta do not reflect full networlt optlmlutlon and the synetoinic effect on operating, selling, geneJal and 
administrative expenses; not do they p{,rport to Indicate ruultt which may be attained In the futuro. 

Pro fotTTia oamings beforelnttrut. raxu. depreciation, amortiza tion and non-cash ptoviaions to 1oduce the carrying 
value of certain Intangible asnta IEBITOAl were $3,289,000. (Pro form• EBITDA is provided because EBITDA Is a 
measure commonly used In tilt Industry. EBITOA It not a moat~.uement of fll\llncial performance under generally 
accepted accounting principles and should not be con$1dered an altetl\lltlve to net l~me as 1 measure of 
performance or to cash flow as a measure of liquiditY. EBITOA ia not necessarily comparable with slmllarly titled 
measures for other companies. I 

O:Jn.sofidation of Operations 

After completion of tho above two uanactions. tho ComPJSnY was made up of five independent opera ling entities: 
Networlt Long Distance, Inc., United Weta, Blue Ridge, ETI and Nn. Tho Company has determined to undertake the 
consolidation of tho operations of thou entitioa. 

Included i.n this plan is the o;onsolidatlon of all corporate luncuons inc ludong monogemant, accounting and fonance. 
c illing and networking lum:tlons, and certa in cuJ'Iomtt aorvlce and suppo rt functlona. Tho consolida tion of these 
tuncuons ·, scheduled to tnlr.t place dunno the flrJ'I two QUirttra of fiscal year 1998. 

In May 1997, the Board of Direc tors elected John D. Crawford to tho pOSltlon of Chairman and Chiel Execuuve 
Officer. Mr. Crawford previously served in this capacitY With ETI. n mothy A. Barton. who wu orev1ously elected 
Ftes,dem, will continus in thi1 capacitY. Mr. Barton pttvioualy aerved in this capacity with Un~tod W11s. Thomu 
G. Keefe was elected Chlol FiNnciel Officer and Treasurer of tho Company, Mr. Keefe previously served in th1s 
caoatlfY wrth CTI. John V. Leaf was e lected to the posruon of Secre tary. Mr. Leaf provoously served as Presodent 
anc CEO of NTI. The primary locus of the Board of Oirectora of :he Comoany wu to pUt onto place • manaoornont 
team which tt believed could complete the overall consolidltion of the o perauno companoos ol'ld to devaloo ono 
omoiem~nt a strategic plan which will a llow tho Company to remain compeloto vo on the ondustrv 
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In aOdttiOn to management changes. thttt have betn several chanou to the Board of Ouectoll of tho Comoanv 
John 0. Crawford. Thomu G. Keefe. John V. leaf. ord Aberl A. Woodward . an anorney wtth tne ftrm of l.laun ano 

Stmon tn Mtnneapolts. MN. nave fOtned the Board. Marc I. Becker and Or. Joseon M. Edelman have restpnec from 

the a.,ard . 

S:·a:eg1c P:an 

A long r.anding goal of the ComPinY hu been to reach a volume :;,! revenues that would ena:~le 1: :o be c!o=f~:: 

as a secord oer tele:ommuNcauons company w1th ~nnual revenues 1n exceu of I I ()I) m1tlton. ;..s a res-..~11 c! :~e 
a:QUtStttons of ETI ard NTI S\lbsequent t o March 31. 1997. pro form• annual revenues eacotdec $108 m1t1,on ror 
the year erded March 31. 1997. Rased on the PfO forma revenues. the Company hu achJevod Ita oo,ect•ve ano w1ll 
focus its fvture ef1orts to improve profitability and each flow' whil e conunulng to grow revenues. To ach1eve tnese 

objectives. the Company 1\as Implemented plans to consolidate us operatlons as d1scussed under ' Consoltda!lon of 

Operlttons. • 

Reduction of T,.nsmisslon Cosrs 

Through tncteued economies of s::.1le , u oanlion o l ·on-net · ongmauon and termtnat10n ol traffic, and greater 

pUtcl\lslng power resulting from the merge11, the Company expects to reduce ttanamlsSton cons as a percentage 

of revenue. 

Revenue Growth 

To conunue IU revetY.~e growlh. the Company wlll locua Its eHorts on Internal A lu . Over the pan three years, the 
Company has l)lirNrilv grown UYouQh ~ and ecq.Uitions. Alttloultt the ~ny will conunue to seek merger 
opponunrtiu , thoa nretegy Ia not eJ(1)41cttd to be tht pr1mary ve tvcte for revenue growtn. Currently, the C.ompany 
hU ttvee dlstinct Alea dinribution channela through which the Compeny markets It productt end services: Ret~ II 
or direct bulinut Ales, egenta, and auoclatlon progrems, laee SALES AND MARKETIN G!. The Company plana 
to dlrect ita lttenUon to the butine.u rm a end UIOClation program cfl$trlbutlon channel• In an tHort to aggressively 

grow revenue through Internal A les. 

Sall5 and Marketing • 

The Con-clenv hu three prime -y Ales dlnrlbution chalvlela within its long d ina nee teltcommul'llcations marlteung 
program: the agent, bu~ retail, end u aociatlon programs. The Company pr•marily locuus iu e~orts end 
expenslon pl\lloaophy on the retail and utocla tlon PfO;tam cnannela. where the Company believes it cen rea lize 
oru tor orofit margins and rr.elrttart benet cormol of 1t1 customer base. Aoproximately IItty Pf!•Cent o f a ll emplnyeu 
are direct busineu retail Alu persoNMI. 

Suslnou Ror:.H 

The ComPiny's retaU division currently conconoetea on commercial cunornefl, which use long dtstance services 
more freQUemly on weekdays during normal buainess hours, 11 compared to resldentlel Ullfl who tend to piece calls 

mor~ freQUently 11 night and on weekend• when rttea ere lower. The Company believu that commercial customers 
tend to uae long d istance sttvlce.s more often e nd generete more billable minu101 than ru1denual users. Tne 
ComDany currently has retail A lea officu in louislene, Virginia, Minnesotl, Wlaconaln, Iowa, South Dakota, North 
oa~ota, Nebrasu, New Jersey, Pei'IM)'Ivenia, Merylend. Dlstricl of Columbia and Illinois. Tho Compeny primarily 
targets corMlOrc:ial custometl with monthly phone charge~ of approl<imately •200 to • 10.000. The Company plans 

to expand and tvrther develop ita retail A lea force through the tvrino o f additiOntl represent1t1ves. 

The Company has a program wheteby it estabi1$1\U txclusrve -ntrke ting agreemen11 w1th venous trade or buslfleu 
assoc!lttons to marltet its Ptoduc-.s and IOMCU to the members of the usoc1atton. Urdtr th1s program the 

Company, tn conjunctiOn with the ass:~CIItiOn, win aoGcrt the members of the anoclatton to subscrtbe to the sorvicec 
of the Company primarily through telemarketing and direct mall campatgns. In exchange, the Comoany pays :he 
usoctatton a royalty based on the level ol monthly revenuu generated by the memoers Jf the assoctauon. 



Agenr 

MaSter agenu sign non-exclusive contracts woth the Company to represent the Company and sell its long do!:1ance 
servoces to end-users. n.e agents are paod a veroable commoss.on on eacn servoce sold. The Company ontends to 
mainta•n :hos chanoel. but will proma>ily devote ots rruorkenng resources in :he future to ots :,u~iness retaol anc 
assocoarion programs. 

Rates and Charges 

Management expecu tha t its rates will generally remain compctluve with rates chargee by lonil diStance camers 
such as AT&T, MCI and Sprint and other common earners. The savings realize!! by C'.JStomers of the Company and 
other long distance camers may decrease in the future if. aiY' to the extent, AT& T funher reduces its rates. See 
· Competition· and • Regvlation. • 

The Company charges its customers on tho baals of minutes or penial minutes of use at rates whoch may vary woth 
the distance, dunllion. time of day and type of call. The Company performs its own billing functions for must of •u 
customer ba~. and also uses independent billing companies to invoice cenain customers In conjunction with theor 
local and long distance telephone bllls. 

l 

The Company's facilities are 1 00" leased, digital fiber oPtic tranamluion facUlties. Primary fiber oPtic vendot~ -for 
the Company Include W11Tel and MCI. Theae facilities are utlllted primarily by the Company for the provl• loning of 
lu own telecommunlcetlona network. Facllitloa are also leased on behalf of the Company's customers to provide 
private custOmer connec1ionl to tho netWoric. Tho Company laases these facilities at ratea which are leas than those J 
charged to Its CUS1DtnOtS fOf the un of then facllitloa. In addition to tho vendors named 1bovo, facilities from Bell 
Atlantic. Bell South, Amorftoch, US WB$1. N'fNEX and MFS are an integral part of the Company's network. 

The continued avtilabllity of con..tfoctlvo digital, fiber optic transmission facilities in the Company's service areas, 
as well as proper planning of tho utilization of leued tnlnsmlssions facilities. is ctitic11 to tho Company's ability to 
provide lu services on a profltable bu!•· •• 

The Company contracu with other underlying telecommunications carriers to provide originating and terminating 
transmiuion of calls in 1101'1 Nhere the Company does not deploy their own facilities. These facilities 1ro carrier 
facilities and do not carry a fixed monthly con. The Company pays the carrier, on a per mlnvte buls. for any c.alls 
which are transmitted over theH facilities. 

Network Switching 

The Company's computoriud netWork switching equipment rOUlos the calls to their destinations on a least cost route 
ba$1$, over the leued tl'llf\limiulon facaities. In addition to networking, tho Compeny'l switching equipment verifies 
the customer's pre1uigned euthorization codo, or the talephona number called from. It 1lso records billlng data. 
tests transmission facintlea and monitors synem QUafiry and performance. After the Subsequent Morge11. the 
Company has four switches, to which its le.11od and carrier facilities are connected. ThaM switches are loc11ed on 
Baton Rouge, Louisiana, Wuhington, O.C., Wlnona. Minnesot.a and Culpeper. Virginia. 

Th~ Company believes that digital switches are generally superior to other currently available types of switches. 
Oignal switche5 are able to interface with tho digital transmls.soon facilities leased by the Company and ere able to 
handle multiple transmlsalon channels on 1 single line. thereby reducong uansmossoon cons. A dignal switch also 
orovodes suoerior QUality and eue of maintenance. 

Mergers and Acquisitions Program 

The Company haa completed the acquisition of customer oases prom~tily located on Toxu. New J ersey, Louisoana. 
New York, Nevada. Oklahoma, California, Uuh, and Illinois . 



. 
In 3ddiuon to the customer basu noted above and the merge rs with ETI and NTI, the Company has completed 

mergers With Blue Rdge and Urwted Wats. Both companres heve historically expenonctd strong .ntornal growtr> from 
therr respecnve salu dismbutton channels and 110 expected to continue these uend~ Although the Company pbrts 

to conronue evaluaung OPPOI'lUnrtres that may anse. the Company does not ontend to solely look tovvarcs mer;~~" 

and acQUosruons to grow the Company (see "Fie cent Oevelopments" .I 

The Company competea With rumerous ontoruc:ha nge earners and resellers. some of whoch are substantoally farce· . 
have substantia lly greater financial, tect\fucal and marr<etong resources, or uulrze larger lttnsmossoon systems than 

the Company. AT&T is !he dominant supPioer of long diStance seMces on t he Uruted Stiles lnterLA T A merket. The 

Company al$0 competu with other natlcNI lnte rn change earners. such as MCI, Splint. WortdCom and reg1onallong 

distance t elecommunications com panies. Under tho T e locommuni::a tions Act of 1996 (T olecom Act l and ensv1ng 

federal and state regulatory initiatives, the Introduction of local exchange compeutlon establishes t he predicate for 
the Regional Be ll Opera ting Companies (RBOGsl to prov1de in-region lnterexchango long distance services. The 
RBOCa 110 currently allowed to o Hor ceru ln • incidental" long distance servoce 1n-regoon and to oHer out·of-reg1on 

long distance services. Once the RBOCs a re a llowed to oHer lrwegion long distance servrces. theY could be 1n a 
po~rtion to oHer single source local and long distance se rvice . 

The Company ~lievea that the principal competitive fac tor& aHecting 111 market ahare a re pncong, transm1ssoon 
qualitY. customer service, cost of underlyong faclUtles and. to a lesse r extent, value added SOfVlces. 

The Company belieYu t1wt it cou rperq effec1iwly with other interexchange carrie r& and raaalleu in fts nrvic~ areas 

on t he ~ais of thesa fectara. TN ebl»tY of the Company to compete eHectively will depend upon its continued 
abilitv to maintain high~. matbt orient.cl aervlce1 at prices competitive with tho sa charged by ita competitors. . . 
The Co mpany'a objective Ia to continua to e lCplnd ft• customer biH primarily through Ita busineu retail and 
association program maltlating channel• . TN Company ~llevea thla rtratogy. In conjunction w ith tho incroaud 
pUt~ power r.udng from ftl ractnt ~ (- •Recent Oevelopmenu· l, will enable It t o con tinue to o btain 
favorable conttacu from Ita suppllera which will allow ft to maintain adeQUate margins while oHorino highly 
competltlva pricu for ftl-w:.a. The Company rnalrmina its own in-nouse 9'lllng and customer service operations. 
which along with lu ability to offar ~tlva price , provides the Company the n u ibllity to tailor IU ~:orvoces to 
moe t the evet changing convnunlcatlon na.s. of lu customers. However, no ~ranee can ~ given that the 

Company's strategies will continue to be succeaaful. 

The Company expecu t o 111\COUnter inc:raued competition from both the major convnunica tion cotnl)lnies and the 

.smalef rtgiorlal COCI"(llnie$...1o llddition, tnt Con>pany.CIIIy be atlject to ldditionAI.compttftion clue to ..the ttNICTmetr. 

of the Telecom Act end the development of new tachnologiu . Tha telacommunicadons lndusuy is in a period of 
raprd evoMion merlr.ed by the introduction of new products and H rvicu and the changing regulatory environment. 

The Com~ ~lievu its strat egies will put It In 1 position to continue to eHectlvely compete In this industry. 

Government P.agula tion 

The terms and conditions under which the CorrQany provides t elecommunicat ion• products and 1orvicos are subject 
to government regula ti11n. Federal lau s and Ftdetal Communoca t1ons Comml11ion tFCCl regulatioM apply to 

1ntomote and International te lecommunlcatiol\l, while pa rticular state regulatory authorot101 have 1Urisd1Ct1on over 
telecommunications that originate and termil\lte whhln the 11me state. 

Tho Company ls clauified by the FCC 11 1 non-domrl\lnt carrier. and t~refore is subject to Slg ruf1c antly reduced 
ftdetll regulauon. Aher the recent reclaasification of AT&T 11 a non~omtnant camer 1n rts provoSlons of c~meS'IIC 

seMces. only the Local Exchange Carriera fLESSI are classified as dominant camers for the PIOV15lOn o! Interstate 
access seMces. As a conaeQUence, tha FCC ttgulates many of the rates, charges. and sarvocts of the LECs to • 
greater degtee than the Co mpany's. The FCC hu proposed that the Reg1onal Bell Ooeratlno Compa nru or RBOCs 
offerrng out·Of•roglon Inte rstate lntor•txchanoa aerv1cu be regulated u non~omrnant ca rtrers. u long as such 
urvrcoa are oHored by an a ff'dia ta of the RBOC that complros woth certain structural separatiOn rtQUrremenu. which 
may make rt easier for the R90Cs to compete dlroct!y with the Company for long d1stance subacrlbors. These would 
be the same separation reQUirement s that currently are applicable to Independent LECs that ptuv1de 1r:ters: ate 
in ter -exchange services. a • .hough the FCC on March 21. 1996 iniuated a rule·ma~.1no proceed1ng on wh1cn it 1s 
cons1detrng whether to modify or ehminato these UDitlt10n reQUirements. 
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Bec.use AT&T is no lonoot classified u 1 dominant C&trier, certain pricong restrictions that formerly appli ed to AT& i 
have been eliminated, which may make it easier for AT&T t o compete wrth the Company for tow volume tong 
distance $Ubscribers. Non-dominam carriers ere curtenttv reQUired to file •nternauonal taufls. The FCC generally 
does not exe<cise direct oversight over cost jvnsdict1on and the level ol chatgu lot serv1ce of non-dominant cartiers. 
such as the Cotnpllny, although It has the statutory power to do so. No n-dominant carriers ore reQuired by :tatute 
to offer interstate and International services under rates. terms, and conditions that are just, reasonable. and no : 
u.'lduly discriminatory. The FCC hu the jurisdiction to act upan complaints filed by trurd oames or brought on tne 
FCC's own motion against any common earner. 1ncluding non-dom.nant earners. for f11lure to comoly wnn 1ts 
mtutory obl"rgations. Adcfnionally, the Telecom Act granu explicn authJrity to tno FCC to "forbear· from regulating 
any telecommunicetions services provider in response to a peutiOr'l and if the agency oetermlnes that the oobtic 
interast wiU be served. On OctOber 31, 1996, the FCC exercised this authority and raleued an order which. among 
other things, r~e~ non-dominant lnterexchange Ca rriers (IXCsl to cancaltheir currently·filed tariffs for interstate 
domestic services within nine mon!N of the effective date of the order and ptohibtts such filings in the future. 

The FCC imposes only minimal reporting reQUirement• on non-dominent re1ellera, although the Company is sub1ect 
to cenain repomng, accounting, and record keeping obligations. A number of these reQUirements are lmpo1ed. at 
least In part, o n aU carriers, a.nd others are imposed on certain carriers, such as those whose annual operaung 
revenues exceed Sl 00 million. 

On FebiiJary 8 , 1996, Pruident Clinton signed tho Telecom Act. which permits, w ithout limitation, the RBOCs to 
provide domutic and l.ntamational long dlmnce services to curtomors located outside of tho RBOCs home regions; 
pennits a petitioning RSOC to provide domestic a.nd lntematiorn~llong distance aervlce.to CIJrtomers within its t\ome 
regions upon a finding by the FCC !hat a pelltlonino RSOC hac aatiafied certain crltaria for opening up iu local 
exchange nrtWOtk to compethlon a.nd that its provis ion of long d imnce service• would further tho public interut; 
and remove oxiftino btrMrt to tmry Into loctl Mtvict marltou. Additiorn~Uy, there 110 Jlgnlficam changu In ~ j 
menner in which carrier·~nier .mngemenu Itt regulated It the federel end rtate level; procedure• to revise 
universe! service mndaldr. and, penalties lor unauthoriz*' awitchlng of curtomett. Tho FCC hal Instituted 
ptoceedlngs addressing the implemenmon of thl1 legillation .. 

On August 8, 1996, the FCC roluud its Am Report a.nd Older in the Matter of lmplemenutlon of the Local 
Competition Provialona In the Telecom Act the FCC lntercon.nect Order. In tho FCC Interconnect Older, the FCC 
emblishod na1lonwlde rulea deaiQNd to"ancoursgt new enttlnta to partlclp~te In the local aervlce markeu through 
interc~ wi1h the Incumbent local exchange cameu ULECl. resela of the ILEC. retail sarvice1 a.nd unbundled 
network olementt. Tho,. N •• aot the groundwork for the rtatutory crite ria QOV11ming RBOC entry into the long 
cfiSWlCe market. The c:omp.ny CllmOt predict the effect such legiJJiation or the Implementing regula tlona will have 
on tho Company or the lndusvy. MotiOIW to auy Implementa tion of the FCC lntercoMect Order have been filed 
with tho FCC and federal couru of appeal. Appeals challenging, among other thing•. the validity o f tho FCC 
lntercoMoct Order have been flied In aeverll lederel coum of appeal and aaigned to the Eighth Circuit Court of 
Appea ls for disposition. The Eighth C'acult Court .of Appeal& has stayed !he pricing provisions of the FCC 
Interconnect Order. Tho United Statu Supramt Court ha1 decliMd to review tho propriety of the su1y. The 
Company cannot predict either the outcome of thelt chaUengo1 and appeel1 or tho avenruel effect on its busone" 
or the indurtry in general. 

On December 24. 1996, the FCC reteasll.l a Notice of PropOsed Rulemaklng (NPRMI seeking to reform the FCC's 
current accea charge policies a.nd practices to comport with 1 competitive or potentially competitive focal access 
service market. On May 7, 1997, the FCC announced that it will iasue 1 seriu o f orders that reform Un1versal 
Services Subsidy alloca tions, adopt various reforms to the exlrtino rata rtiiJcture for interstate accus that are 
du1gncd to raduco accou charges, over time. to more economically efficient love Ia and rata fiNCturu. In particular . 
the FCC adopted change.a to its r.to rtruC"t\Jfes for Common Une, Local Swrtchlng end Local Tranapart ra te e lements. 
The FCC generally removed from minute-of...no access chvgos costs that ere not incurred on a per·mtnute-of .... se 
basis, w ith such cortl being recovered through flat r11td charges. Addit•onal chargea and det.!ls of tho FCC"s 
actions are to be addreaaed when Orders are roleased within tho nu r future . Access charges area principal 
component of tho Company's tran1mlaaion costs. Tho Company cennot predic t whether or not the result of this 
p1oceeding will have o material imp1ct upon its financial position or results of operauons. 
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.· !:tat~ Regula rion 

The ontrastate long d stance tel ecommunications ol the Comoany are also subJeCt to varoous stile laws and 

regulauons. includong Dtoor cettilicatoon, notification. and reg1S1ratoon reauoremen:s. Generally, the Comoany must 

obtaon and maintain conlllcatu ol publ:: conven1ence aod 'lecess1ty from rogule tory authorot1os 1n mOlt stites 1n 

which 11 offers intrastate long dlstonce seMcos. In most of these ruro:sdtetoons the Comoeny must al so ftle and ob: ~1n 

ptior rei7Jiatory aoproval ol tatrffs lor IU Intrastate offorongs. Cuttently, the Company 11 cen111e0 and tattffad wne e 

roauorod to provide lnttlftall u rvlce to customers in the continental Unoted Statu . 

There can bo no assurance that the regulatory authorities In one or more ol the nates w11. not take ac110n havtng 

an adverso effect on the buaoneu or finanCJal condotoon ol the Comoanv. 

Rtslt Factors 

Cuttent and DfCspectlve tnv.stotl shO\Jid carefully conS>der the follow1ng t11lt factors. together w1th the other 

~nlormation contained in thi1 Form 1 ~. in evaluating tne Company and IU busoneu. In pamC\IIat. readers lhoulo 

note that this Foml 1 ~ cOtttlina forward-looking statements within the meanong of the Pt~vata Secumota Liugauon 

Reform Act of 1995 and that actual ruulta cO\Jid differ materially trom than contemplated by such statement~. 

The factOtslisted below repruent cettaln imponam t.ctors the Company bellevu cO\Jid cause such result• to differ. 

Tholl factotJ 11a not ln11ndtd to repnant a complete list of the Otnttll or apecofoc riw that may affect the 

Company. It should bt racognlztd tha1 other riw may be significant., ptOIIntly or on the future. and the tiW JOt 

< fonh below may affact the Comp,tny to a grutar .xtant than indicated. 

i. 
r 
! 

I he C.:oiTl()allY'I long distance bullneft Ia dependent upon lease or resale arrangements with fiber-optJC • no dignal 

microwave etm.r. for the V8NII'IIAion of Clllll . '"'- future ptofiubllfty of the Company Ia ba~ upon Ita ability 10 

transmit long dlmnca telephone ctlla over tranamlallon ftcllltiea leaJtd from other a on a con .. ffectlvo buls. The 

Company Ia currently dapendtnt on WM primary carriere, Frontier Communication• Servlcea, Inc .. WorldCom 

Network Servicu, lno. I•WJITai•Jand Sprint. Tha Company utlllzea other fiber-optic carriarato a leuer O>CIInt to 
IIUpploment communlca1lon I>'W...,ott aer;y~eu. however. U..ro can be no • .,...ronco that In tt>. future the Comoanv 

will continue to have acetA on an ongoing balla, to trannsaion facllltlu at favorabla rates. 

Advvse EHecr of Slt'Yice lnwrrupdon 

The Company's buaineft requlr., that tratumiuion and twitching facllitiea and other aouipm<~nt be operatiOnal 24 
~" pcr.~ay, 365 daya per. year. long dlatanee .telephono eompaniea, lncludll'g the Company, have on occa .. on 

and may In the future experience ttrnporary service lnt11rruption or eQUipment failure. In aome cuea resulting from 

ctusu beyond their conuol. Any such event experienced by the Company w O\Jid Impair the Company' 1 ability to 

stiV1CC lu C\II!Omatl and could !\Iva a material adverte effect on the Company' a bullnta. 

Rec~r Losses from Op~doN 

The Company Incurred a loa of lt7,8S4,()()()) ' or the fiscal year ended March 31, 1997. '"'- loss for the 'iacal 1997 

wu ptltnarily due to the ttduction In the Cll'rylng valve of cettaon aiAts, an Increase an ,.lhno. gonorol and 

edmononratlvt expenats, and tht ptovi11on for losses on 1ccounta receovablt . Although the Company woll antmllt 

10 at . on profitability aa Its recent acquisitions are integrated more fully Into the Company'• ooera tJons, there •• no 

uS>.Jrance that this w ill occur or that the Company will achieve, or be able to aunaon profuable operauons. 

Compeurion Risb 

The Company facti Uctft CotnPIIJtlon in ptovlding lo~ distance telocommunocatoons se rv1ces. Tha Company 

competes for lntetlATA and lntert.ATA aervicu wi<.h AT&T. MCI, Sonm and WorldCom. the LESS and other natoonal 

and regoonal IXCs, whitt pertntu1ble. Ceruin of these comoanoes have subnantJI IIy greater rnarltet share and 

fonanclal rtsourcu that tha Company, and aome of thtm are tho aourct of communo: auons caoactty u1ed by the 
Company to orovldo lt1 own lttvlcta. 

The Company expeet.l 10 onc:ounter comlnued compotnlon ltom major domoatlc communrcatoons companies. 

•nclud1n~ AT&T. MCI, Sprint ar ... WotldCom. In oddition, the Comoany may be •ubrecl tO ed:lruonal comootltton due 

to the enactment of the Telecom Act. tho development of new technolog111 and 1ncrcased availoblhtv of domestiC 
transmasoon capacity. 
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• Fe··examplc. even thOuQh fiber-oPtic networks are now widely used for long d l:unce uansmiss•on. 11 Is possible that 
the dcstrability of such networks could be adversely affected by changing technology. Tho telecommun•catrons 
rndustrv is in a oeriod of rapid technological ovofutlon, marked by the 1ntroducuon of new product and servrce 
oifen~s and increu.ng u te!lite and fiber-optic transmission capacrty for servrces Slm•lar to those provrded by the 
Comoany. The Company cannot predict w hich of many poss•ble future produc: and service offet~ngs wrll be 
importnnt to maintain ItS comoetit:vo posit ion or what expenditures will be required t o develop and prov•de such 
products and services. 

Virtually all markets lor telecommunications serv1ces are extremely comoemrve. and the Company expec ts tnlt 
comootmon wrll rntenslfy In the future. In eech of the markeu rn which It offers t elecommunlcetioN urvrces. the 
Company faces signrflcant competition from larger, boner !inanced incumbent carriers. The Company competes w1tn 
incumbent providers, which have historically domln.~tod their local tefecommunic:ationJ markets, and long distance 
carriers, for !he provision of long distance sarvicu. In certain markets tho inc:\Jmbont provrder offers bo th local and 
long distance services. The incumbent LESS presently have numerous advantagu 11 a rea~lt of the ir hrsto11c 
monopoly control of the focal exchange market. A continuing trend toward business combinations and affiances rn 
the telecommunicatioN Industry may create slgnifloant new competitors to tho Company. Many of tho Company's 
existing and potential competitors have financial, per"'Mel and other reaource1 slgnificentfy greater than those of 
the Company. The Company al"' facea competition in mon markotl In which it operatu from one or more 
competitors, including competitive access provldera ("CAPS"! operanno f~r-olltic networks, in acme cases rn 
conjunction with tho local cable television operator. Each of AT&T, MCI, Sprint and WorldCom haa Indicated its 
imemlon to offer local toloc:omm.u-oicatfons servicu ln major U.S. markets using lu own facilities or by resale of the 
LESS' or other providers' sorvicea. Other potentlal c:ompetitort lnch.ldt cable televlalon companiea, wirel ess 
telephone companies, electric ut!lmu, microwave carriers and pri'yate networks of Iaroe end uu,.. In addition. the 
Company competea with teft communlcadon.l man.~oemont companloa w1th respect to conain portions of its 
business. 

Under tho Telecom Act and enaulng federal and .Ute regulatory Initiatives, barria11 to local exchenoo competition 
are being removed. The Introduction of such competition, however, alao e~~ttblllhu tho ptedlcate for the RBOCa 
to provide irwltgion interoxchange long cn.tanc:e nrvic.,. The RBOCa ere currently allowed to offer certain 
"Incidental" long dinance arvicoa lrweglon and to offer out-of-region long distance sorvicoa. Once the RBOCa are 
allowed to offer irHegion long distance .. rvicor, both they and the four ltr~st long dimnca carriera (AT&T, MCI, 
Sprim and WortdComl will be in a poaltlol, to offer alngla IOUrca local and Iorio dlnaneo aervlce almllar to that being 
offered by the Company. The ~ expecu that tho increued competition made poUJ'ble by regulatory reform 
will result In ce~in pricing and margin prusure In tho domestic: telecommunications servic .. buslneu. 

R6pid Technologiul CJumgea: Dependtt.nce upon Product Development 

The telecommunications lndusuy Ia subject to rapid and significant changoaln technology. While the Company doe• 
not believe that. for the foreaeeablt futuro, then change• will either materially end adveruly affect the continued 
use of fiber-optic cable or materially hinder Its ebiflty to acQUire noceuary tochnologlu, the effect of technolooicaf 
changes, including chanQOI rollting to emerging wlrofoll and wirolou transmiuion and ~Witching technologies, on 
the businesses of the Company cannot be predicted. 

Rish of Fifl8nci41 LeV«rag~; Debt SeiVice. lnrvut R.re Ructuations, Possible Reriucrions in Liquicf"tty, 
and Restrictive CovrtMnt:s 

In May 1 996, the Company entered Into a $14,250,000 credit facility ( 1997 F1clfity) wit h 1 bank which includes 
a revolving croo.; faclGty and term loan facility. Borrowings under tho 1997 Facility were u .. d 10 repay an ox•n mg 
oebt f1cility. Borrowings under t.ho revolving crtdlt poroon of me 1997 F1c1hty may not exceed the lessor o f 
s 11.000.000 minus any reduction rn amount the lender may deem reoutred or 85% of ollorble rocarva bles. 
Borrowrngs under the revolving facility boar interest at tho prime rate plus 0. 75% 19.0% at Merch 3 1. 1997). 
Borrowings and unpaid interest on the revolving feclltty are repayable in full at matunty of the facility on June 1. 
1999. At March 31 , 1997, borrowing• outrunding under t.he revolving f1cilltv were $40,000. Unused bo11owing 
caoacny under the revolwlo faa'lity It March 3 1. 1997 was 86,822,000. As part of the 1997 FacilitY, the Company 
was also allowed to borrow t3.250,000 under a torm loan facllrtY. The term loan IS reoayacle rn 36 equ al monthlv 
Installments of 590.278 plu1 accrued interest. Tho term loan b01rs interen a t the prime rate plus 3% (1 1.25% at 
March 31, 19971. At March 31. 1997, the balance outstanding under the term facility waa t2,437,000. 
Substa nually all o f the asaets of tho Company including tangible assets. recervables and general intongrbles. the 
def.nioon of which includoa but Is not Smi•"<< to intellectual propeny, bu111neu plans. busrneJS records and hconus. 
ar e pleooad as collat eral under tho 1997 racllity. The 1997 Facrlrty roqu"u comcllonce wllh cen orn l•nonclll ano 
o:>eratr ng covenant.s whtCh Include minimum leverago and fixed charge coverego ra tro s . 
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soduse of the operating lou 1nd ruulting decline in Slocl<holders' eauuv reported by the Comp•nv lor tne vur 

ended March 31, 1997, tho Com!Hiny was not on comohence wrth cert1on fon~ncoal coven~nts contaoned on ots blnk 

credot facillty. Accorcfongly. the Comoany rece.ved a wiiVOI woth res:lOClto certeon of su:h covenen:! from ns lender 

l.( of March 31, 1997. As a result of 1nd on connectoon woth the merger tr~nuctoons co ... ummattd on May 1997, 

the Company complied WTtll certaon of the fonancoaJ covenants, and has negotoated certaon amendment~ to :he creoot 

facaotv to reflect chanou In flnenclal poattlon and antocooated changes on busones: !Ottategoes 1nd ooeraun~ resul:s 

1uo::.eted with ,_,ct-1 trlnACloons. Wtlile management. beloeves tNt the Como1ny w ill be •ole to c:.moly woth t~e 

r~neootieted loen agreement. there can be no usuran:e tNit ;he Com;,any woll no: reouote eddotoonel weovers on :ne 

future or, if SUCn Wlovers ItO reQIIItOd, :hat the lenoer woll g:lnt them. 

DMdend Policy 

The Compeny has paid no cuh dividends on its Common Stock and has no present intention of payong cash 

diVIdends in tho foreseeable futvre. It iJ the ptcscm policy of the Board of Directors to rota on all altnongs to provode 

lor the growth of the c;.ompany. Payment of cuh d rvodends on the future will dooend. among other things, upon the 

Company 's future earnings. requirements lor caortal omorovements, and ooeraun~:~ and linancoal condrnons of tne 

Company and o ther fac:tors deemed relevent by the Board of Direc:tora. 

Acquisition lnregratJon 

A major portion of the Company'• growth In rec ent yeer• has re$\llted from ecaui.ltions , which Involve certain 

opemional and tlnandaJ rir:U.. Operationll rtck.s include the possibility that an • cauisitlon does not ultimately provide 

the ~neflts originally anticipated by management of tht acouirar. wt.a. the acquirer continu11 to incur operatlno 

expenas to provide the aetvic:u fonnet!y provided by the •couired company. Financial fiJU Involve the occurrence 

of indebtednecs by the acoulrlf In Older to effect the aequWtion and the subseouent need to service !Nit 

ondebtldnei:S. In eddltion, the 1-.atnc:a of atock in conntc:tJon wrth acou111t10na oolulu the voong power and may 

dilute c:ert1lin other lnterem of m.dng lhatal»idll.. In carrying out fu acoulaition strategy. the Company ltttmptl 

to minimize the rillk of ~ lllbilltlu and continoencle• tcsoclated with acquired buainuau through plannlno. 

inveatigatlon and nagotiatloo, but tuch untrxpec:ted llablltrlaa may novarthelau accompany acoulaitlona. Tlwtre can 

be no asannca thlt the Company will ~ tuccauful In Identifying attrac:tiva •couiaition candidates or comDienno 

additional acqulsltiona on taVOf'l.ble te"l"' 

Additionally, achieving the expacl8d benriiu of tho SubuQuant Mergers w ill depend in pan upon the Integration of 

the businossea of the Compan,·, NTI and ETI, In an effi~nt manner, and there can ~ no aauranc:e that thil will 

occur. The 171Nhlon t.o • combined ~pany v.ill reouir1 tubatantlal attention from management. The division of 

management tc:tlvltill and any dlffieultiu encountered In the transition proc111 could have an adver•• effec:t on 

·- rsvenuu and OPtl'ltlno re~lta of tt>e combined compeny .• In .addition, .the IJ(t>etu . ..of r.omblnlng. tt>e .variou1 

organizations could CIUJI the interruption of, Of a diiiiiPtlon In, the 1ctivltl01 of any or a ll of the compani11' 

~. which could hive a rnaterial advetll eHec:t on their combined operationa. There can be no assurance 

!Nit the CAmpany will realize any of the anticipated benefl t.a o f the Subnquent Mergers. 

Based on tho l()(eoolng. during fliCII 1997, the Com!HinY lneuned impaorment louu of l pptoxlmately •6.291 ,000 

on the carrying veklo of cen1om intlnglble alltlts. 

Concingenr U1bilities 

The Company i1 tubloc:t to 1 number of logal and regulltory proceedinga. Whole the Como1ny beloevu that the 

pouot:'• out come of thue manera, or a ll of them combined. woll not have 1 materoal 1dverae aHect on the 

Com~H~nY's conaolldatod ruulta of operatoon• or financial po1otion, no euurance can be given that a contrary result 

will not be obtained. See Item 3 • • Legal Proceeding•·· 

Employees 

As of June 25. 1997, the Comoany had 303 !\&-time employee.s. None of the Company's emoloyeu are reoresenteo 

by a uruon. 

·1 (). 



•· 1i'EM 2. PROPERTIES. 

The Company owns a 4,500 sQUare foot building and leases three floors. con1a.n1ng approximuely 22.000 SQUare 
feel of a building located at 525 Florida Street. Baton Rouge. louiS>ana. 70801. Its pruT\llry 1eleoh0ne ".Um~r 1s 
15041 343·3125. In June. 1997, the Company moved 1ts pnncioal oxecullvo offices to Newport News. Vuc;1n1a ane 
reduced 1ts !used soace in 5aton ilouoe to opprox1mately 15,000 1quare fee t. 

In addiuon to the abov11 ptoperties. the Comoanv lease5 aooro~timately 7. 500 sou are teet of ott1ce space 1n Mls~'on. 

Kansas and approximately 3.800 square feet of office space in Culpeper, Virg.nia '" which Unitod Wau and Bluo 
Ridge operate, re~tively. PurNant 10 recem mergers, tho Company acQUired leased oHice and switCh fac1llt1es 
from f:TI and NTJ !see "Recent Devolopments"J. 

ITEM 3. LEGAL PROCEEDINGS. 

Alter tho end of tho fiscal year, on May 21, 1997, tho Company was notified that 1 Director/Shareholder of the 
Company has brought suit against the Company. The SUit Is related to a certain escrow agreement p<eviously 
entered into with two malo~ shareholders of the Comp•ny. Tho suit seeks the release of common stock m the 
eornp.ny wt-kh was pl4ced into esaow by tho Director in relation to the Company's initial pyblic oHerino completed 
in February of 1994. The number of wres in di-oute is 313,344. The outcome of tho suit and its impact on the 
operations and financial condition of tho Company can not be determined at this time. However, the Company 
believes that tho apoc:ific criteria under w hich the common stock was to be released were not met and tnoreforo 
believu that tha INtM should be mumed to the Company and cancelled according to tne provi$loru of the escrow 
agreement. 

The Company Ia Involved in other legal p<oceedings generally incidental to its buslnesa. While reAIIta of those 
various legal matten c:omain an element of uncertainty, tho Company believes that tne ptobeblo outcome of any of 
tneso matters, or all of them combined, shOuld not hive a material advorn effect on the Company. 

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS. 

None • 
PART II 

ITEM 5. MARJ(ET FOR REGISTRANT'S COMMON EQUITY AND RELATED STOCKHOLDER MATTERS. 

lal PRINCIPAL MARICET OR MARKETS. Since Fe~ry 24, 1994, the Company's Common Stock h115 trarled in rh,. 
ovor·tho-counttr matkll't and lill'ted in the NASDAQ Srnaii·Cep Market Sy~om under tha symbOl "N1WK •. The 
following table aeta forth the Noh and low ales prices per share of Network Common Stock as reported on tho 
Nasdaq Smaii·Cap Market System for the perioda Indicated. 

/:iliib ~ 

eCNarter s8.00 S5.50 
Second Quarter 8.25 7.38 
Third Quarter 9.00 7.38 
Fortn Quarter 9.00 7.63 

.1.i!IA 
First Quarter $ 9.38 $7.25 
Second Quarter 11.25 7.63 
Third Ouarter 11.25 9.13 
Fourth Quarter 10.00 8.88 

1W 
$9. 13 Arst Quarter $1 2. 13 

Second Ouartar 11 .63 10.50 
Third Ovarter 11.38 7.75 
Fourth Quarter 9.00 7.00 

On June 25. 1997, the clo1lng price for the Common Stock as reoorted by tho NAS.:>AC Sm~II-Cap Market was 
S10.25 per share. 

·11· 
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tbl 'APPROXIMATE NUMBER OF HOLDERS OF COMMON STOCK. The number of record owners of the Company's 
common Slotk at March 3 1. 1997. wes epproxl,.,.tely 225. Thos does not onclude shareholders who hold Stock 1n 

the1r ac•ounu at brokerldealers. 

lcl DIVIDENDS. Holders of common stock are entitled 10 recoove s-.o:h d•v•dencs as nay be ae:lareo :;y tne 
COITlDill'f'S Solid of Oitoctou. No d•v•den:U have been oa•d woth resoec: to tne :om;1.1ny's common st~c,. a"\j no 
dovldends are anucopated tot~ paid on tne forue01:11e future. 

ITEM 6. SeLECTED RNANCIAL DATA. 

Selected Flnenclol Data: 
fj~WJI ~,.lU:2 ~ad,.d b11[Cll J l 

Operating Results: 
Revenues 
OperlllnQ Income (lou) 
Income tLossl before e.xvaordinary 

otem and cumulative eHect of 
I Chin~ In aCCO\.I'IDng principle 
In~• lloul befOte c:unulllivc eHea 

of a chan~ In acauning princ~ 

Net lneotM lloul 
Prefcnod civldend requirement 

Earnings I* COtM\on 111111'1: 
Income lloul before extrtcwclnary 
Item and cuon!UU,. effect of 
a change in accounting principle 

Income lloaa) befcwe c:umuatlve oHect 
ot a change In accounting prindple 

Net Income ILosa) 

Weighted average en.. .. 

F'!Mndel s-Idon data: 
T otaJ useu 
~tcnn debt lexdudno current 
INMtial 

Stoc.dlo4detl' irwutmct'lt • 

ll!ll 

$59,609.135 
18.033.8331 

17.854,4291 

17,8S4,4291 

17 .854,429) 

11.301 

11 .30) 
11.30) 

II.OS.C. 1 S.C 

f18,953,712 

1,454,258 
8.11 :<, Hl9 

.l!W1 lli& 

US.OB3.19 1 $29,374,853 
755.720 1,099,130 

374,497 857,514 

374,497 857,514 

374,497 867,514 

0.07 0 .19 

0.07 o. 19 
0.07 0.19 

5.079.938 ' 4 ,587,620 

123,311 ,116 $1 1.7112.2112 

3,015,619 408,031 
13,966.066 i ,372,H2 

ITEM 7. MANAGEMENT"$ DISCUSSION AND ANALYSIS 
OF FlNANCIAL CONOmON ANO RESULTS OF OPERATlONS 

lC~04 ~ 

$13.134,620 56,067.903 
4 52.268 (0:3,9801 

173,885 304,969 

173,886 304.969 

173.886 304.969 
31,984 

0.04 0.07 

0 .04 0.07 
0 .04 0.07 

3.827.889 4,088,767 

f1 ,885.81 8 f2,366.280 

296.783 581 ,447 
6,036,01 2 '55,529 

The foflovv•no dlacuuion and analvai• roletel to the financial condition and reS\Jits of operations of the Company for 
the tlveo vo•r• onded March 31 ,1997. Thi1information should be road in conjunction with the "Selected Financial 
Data • and tho Cotnpllny's Consolidated Financial Statements apl)earing elsewhere In this document. 

GeNERAL 

The Company's predecessor corponnjons CQfnmenced opera-tions in 1979, and since Its init•• l oubl•c offenno in 1994, 

the Company has expended IUbstantil!Dy through mergers. acquis.tions and internal orowtn •n rts eHons to become 
a nationwide telocommunic•rions provldtt. 

On June 30. 1996. NatWork Long ~ance. Inc. !Network), merged wrt/1 Long O.~tance Telecom. Inc. dbll81ue Ridge 
Teleohone !Blue Ridge) and 1n connection t~rewrth •ISVed 337,079 shares of common ~tock for a ll of Blue R•dge·s 
common Jtoclr.. On November 15, 1996. Network merged with United Wats, Inc. IUnatea Waul and on coMect•on 
therew1tl1 l~m~ed 2.277, 780 shares of COtTVTIO(IJtock for all of United Wau' common JtOcl. . !Both uanuctlons will 
be collectively rtfarrtd to as tna "Margara. ") The Merge11 were both accounted lot •• poolong·ol·onternts. 

Subseouent to March 31, 1997, the Company m1de several stJategic moves towaraa accompll5hono ots goE!S and 
to bener position nsolf to rema1n competitive In the telecommunications 1ndunrv. 



Dvnno Mev of 1997. the Company comoleted two mergers; Eastern Telecom, International tETil for $1.5 mrllron casll 

and the ISSJanee of approximately 3 ,633.000 shares of common stoc:lt and Ne!IOI\II Telesal\lrces. lrn: INTI) by rssurng 

a pproXII1\0tely 3.274.000 shares of common stock. As a reS\IIt of these ttansacuons. the Comoa ny poswoned •:Sel' 

wrtl\ln tha second uer (over $100 mcllion rn a nnual sales) of the tndur.ry based on oro forma frscel 1997 revenues 

The ICQursuion of En will be accounted for as a pyrcn"e willie :he m er<;er wnh I~TI wrll be accounted for u 1 

poohno-of-.nterens. 

ET11s a SWttch-based llltet-.ex:hange c1mer located '" Newpon News, Va and ope ra tes p11ma111y along ;1\e ees: ccas: 

of the Untted Stites. It has expanoed rao•dly through the deoJovme 'lt of an aoorusrve d11ect sales orog·am. It 
operates 1 Northern Telecom OMS 250 cfiQit a l ~Itch which is located in Wuhrngton D.C. 1nd oHers "1" plus d11e~ 

diafing, ·o· plus operator assis.ed c:aiiJ, 800/888 toll free seMee, dedicated lines, calling c11d1. internauona l servtce. 

prepaid calling cards, paging, Internet eecus, end conference calltng. 

NTIIs a swttch-bared inter-.exchanga carrier located in Winona, Minnesota and operates pnm11lly 1n the mid-western 

Uruted States. As with ETI. illlas al$0 expanded rapid ly through d irect sales. It ooerates a DEC 600 digita l sw1tcn 

located 1n Winona and oHers 1 full range of telecommun1cauon oroducu and lel\llces. 

A her completion of the above two tranuctJons , subsequent to the fiscal year end , tho Company was made uo of 

five independertt ope11tlng entitles; Netwof'l( Long Otstlrn:e, Inc. , Unned Weu. Blue Ridge. ETI and NTL The 

Company hal determined to consolidate the opera tiona of these e ntrtles tubuquent to the fiac11 yur end. 

lncbied in ttU plan is the consolidetion of all corporate functioN including management, accountmg and finen.:e. 

btlfing and netwotll.ino tuneUons. and caruin customer seMce and support functloru. Tho consolidation o f the$e 
1-Jnctlons 1$ acheduled to tab place during the flm two QUitters of flacal year 1998. 

Cenain statements set forth In thla Management'a Dlaeuuion and Anelyal• of Finen.:i1l Condition and Results ol 

Operations c:onsthvte fOIWIId looking rtattmenta within the meaning of Section 27 A of tile Securities Act of 1933. 

u amended, and ate .ubjeet to thla ale harbor created by such section. When epproprlate, ceruln factors that 

could cause rea.tlta to differ tNtetlally !Tom thoA projected In the forward looklng statlmente are enumerated. This 

Maneoement'a Olaeu_,jon and Anetyaia of Financial Condition and Retuhs of Operations should be rud In 

conjunction with the Company' a ConaollcUted Flnanelal Statements and the notea thereto appearing elsewhere In 
this Annual Report. ' 

1 

Results of Open lions 

The Como1ny's ope~atioru have grown algniflc:.anttv over the last thtee yurs 11 1 retult of Itt mergera and 

acowsnions pr1911'1..-i inte:rNI OfOWih, Toul reveB.~u.JnebfliiQ exoseu~u And feu, h>ct used t~t59.690,l 3.~ 

in 1997. from t45,083,191 in 1996.repreaennng a 32.4" increase. Total revenuu in 19915 lncraa11d by 53.5" 
from t29,374,853 in 1995. The Company haa financed th11 growth primarily ttvougll cash now from ooerauons, 

eQUitY financing, and bank botrOwlnga. 

Billable mlnutea were approximately 348.0 million In 1997, an increase from approximallly 278.5 million minuua 

in 1996. end apprc;Jdmltely 155.4 million mlnutea In 1995. Revenue per minute (RPM I. repreaentlng the ratio of total 

revenue to total minutes, wea epproxlmately 10.172, 10. 162 and t0. 189 in fiscal 1997, 1996, and 1995, 

respectrvely. tn 1998. the Company d ... rnoi\Uiled Itt tiMIIer channel. Ths traffic tYPICally carriea 1 lower RPM than 

o ther tYPOS of traffic. As a na~lt of the reduction In reseller bUs1ness In 1997, the overall RPM increased. The 

decrease in flu 1996 when compared to 1995 reflects rate reductions mad e to tcma1n compeuuve In the marlo.et 

and wholuale 11111 provided to reaellera. Whde tall fluctuations hive 1Hected the Company's re venu u on • pet 

m<nute ba»s. biU1ble minutes have increased by 25.0" over 1998 biUable m1nutos, wh•le b1llable mii\U tes from 1996 

to 1995 trn:roued aoproxlmately 79.2". 

To ma1ntarn and i'""'ove the Company's competntve posmon. 1t ma y be neceasary to chlnge the Compa ny's ra te 

suucture. The Company is unable t o p redict w ith accuracy w hetner or whe n AT&T or othe r competrt ors wtll 

1mpleme nt future rate ttd'JC:Jcna or the eHect o f a ny PJChrate reductrons on the Compa ny's ;>rofn margms. The 

Como1ny a nttc•oatu increued billable mtnolu from rts vettous a les diStllbuuon channe la to offse t the e Hec ts of 

any pttce reductiON 
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In acdnoon to the swft~·bued network. the Com~ny OP4trates under negotiated contracts woth other catroers to 
provoele 1 natoonwiele platfotm to origonate and termonate ttafflc . The Company has contracted woth marketong 

comoanoes. swo tchless rescUers and eoents throughout the UNted States and orovodes tra nso~rt. blllong. customer 
seMte. and other SUppOrt servoces. Marketmo to these types of orgaN:atoons wolf conunue on the "otommo fos:a. 
year. Gross marg.n oorcenta~. defined u tht rnoo of the excess of revenues over :ransrrus .. ~n ecs:s. •s eJC::>e::e: 
:o on:reue along With billable rnnutes as the percentage of wholesale :raffoc de:·usu .:.s : ' J'Jre 1: . ; 9S7 · ~~ 

Comoany os cerufoeel and tanffed to ;~rovooe servoce SUb)OCI :o ,unsdottoons IS reguoreo on tnt :onunen;al !.Jn~te: 

S:ates oncludong tne District of Columb;a. 

The Company and other long dlltanet ttleeommurvcavons comoanoes are affecteo by the rcc·s dotect regulatoon 

of the lites and operations of AT&T and certaon other onterexchangc earners woth whoch tnt Company competes 
and from which the Company leases or may lust tranamluoon facilit ies or may heve underlyong contracts on place 

ConseQuently, reductions In tho Company's rate 1trucrure. 11 well u the regulatory manors affectong the 

telecommunlcat.lons lnduruy u a whole, may l,.ct the Com~nv's furure revenues and expensu. 

The Company's gross margin percentage In 1997 oncreued over the prior year woth the trenstn~u.on cons as a 
percem of revenuea decreulng to 68.2% or f0. 117 per mlnute in 1997, ruulting 1n a gross maroon percentage of 
31.8 %. In 1996, transmiuion costa were 72.2% of revenues or $0.11 7 Pitt tn~nute. t~sulnno 1n a or on maqpn 
percem:age of 27.8%. The Company' I tranltrlisaion co.u u 1 percent of revenue on 1995 wttt 74.3% or a0.140 

pet ITW1ute, wtich taulted in a gross tT\ItOIIII*centaoe of 25. 7%. The Company haa been able to •ml)(ove iu oross 

margin during the fait tfvet yura due to lu continued growth in revenues. The increase on revenues has allowed 
the Company to nego~e hlghet volume dlac:ounu from lu underlying carrier1 thereby reoucono na uansmiJIIon& 

cosu as a pa~ent of revenues. 

General and admlnllttltlve and at lUng expenaea watt tl&, 770.990 representing 20.4% of revenues. t9,420.273 
represomlng 20.11~ of revenuu. and l!i.tHI2,103 ttPftnntlng 19.2% of revenues for the yea11 ended March 31. 
1997, 1996, and 1995, ra~ly. The lncreaae In oena<.: and admlniJitative and 1olllno •-nsta 11 a perconuoo 
of revonuu 11 prlmerily related to lncreuea In par~onnel coru. commlasion1, texll and profusionel fee1. The 
operations of Blue Ridge and United Wau were not conaolideted during flac.l 1997 ruultlng In the duplicatlon of 
certain general, adminfstratjye and A lilflO functlona. Subaoquont to March 31, 1997, the Company Implemented 
• plan to ~ al coul0i8t11 ~of U... tnUtiu including accounJino and finance. blUing and networklno 
funcllona, and certain antomat Mrvlct and IUPilOrt functloM. The consolidation of these functions Is scheduled 
to uke place during the first two qu&rtara of flcal 1998. 

Provl1ion for louu on A~ounu Receivable wu t3,041.817 reptuennng 5. 1% of ttvenuea. f1,112,151 
representing 2.15% of revenuu. and $403,314 reor ... ntlno 1.4% of revenuu for the yutl ended March 31, 1997. 
19P6. and 1 g95 respectively .. During the year endtd March :!1. 1997, !N•Co~eny dottr.nintd that lo::ses en .. ~ .• 
certaon accounta receivable acquired ttvough acouitltlon uansactiona wtte oreatar than expected at the time of 
acqui11tlon. Aa a reautt. the Company charged-off or made provi£oon for such accounu receivable to reduce the 
carrying amoum to the tstimabld ru liuble value. During fiscal year 1998, the Compeny reevaluated Its 
reseUatlwholesale ICUvitlet generally and spaclflcally 1t1 ,..ationahip with certain rueller1. AI a ruult, the Company 
hal choaen to d ... rnphaabe Its reaellera marketing activltiu by reducing the number of wholualo c:ultomera end 
the related wholesale accounu rectivabla. In addltlon, certain wholesale C:UitOmtlfl have experienced tinancoal 
dlfficultloa which Impede thtlr ability to pay the Company on a tlmoly buis. Wholeaale C:UitOmtlrl with llow 

payment historieto have been placed on SJH~Ciflc payment plana or under lock box agreements. Tho Company hal 

soocmcally evaluated lu allowance for doubtful accounts. which it providu for through Its provo11on for losses on 
accoums recorv~~bla end believas the allowance to ba adeQUate to absorb probable los.su on the accounts recervable 
at '1ttdl31, 1997. However, the actual lOIIlS on accounu receivable could differ from managemenl's evaluatJOn 
at March 31, 1997. 

OeDteoaDOn and amort!ution expanae wu t 1,902,942 reorosontong 3.2" of rovonuu. t1 ,246,8211 rooresentJflO 
2 8%, of ravenuu, and •390,66 1 rapruentlng 1.4% of revenues for the yeatl ended March 31, 1997. 1996, and 
1995. respectively. Tho inetuse both In dollara and 11 a percent of rovonuu 11 pr1maroly aasocoated woth the 
amornut•on of the eustomet base.a and goodwill ac~ed ttvough the Company' I mergers and acQUoSluon acrovn1ea. 



O...flng the yQI ended March 31 , 1997, 1ho Com~ny incuned non-cash charges. ptovoSJon to reduce c.arryong value 
of certaon assets. of aporoximately t6.3 mtllion related to a writedown in the cauyono value of cenaon assets, 
oncluding goodwill and customer ba.se acc:uosiuon cons assocoated woth cenaon acau•s•raons. The Com;:.any 
determoned dut1ng the settlement proce~s called lor m the cenaon ac:;uisition agreements th<lt anmoon rates fer 
cenam C".Jstomer bases and businesses acquired were S>QI1ificantly greater than Oflginally l ntJ:<oated. Conseauen:ly, 
the Company determined ~t future cash flows would be lesJi than tNt reou11ed :o realt :e these aueu. The 
Comoany rea~ the fau value of lhose usets by emmaong the present value of the future cash flows thtougr> 
updatonQ with historical results the cash flow models utihzed to onotia lly allocate lhe •n:ang•ble: ecau11ed. 

Due to the impairmem of various intangibles, the Company analyzed the loves of its on:angobles in accordance wnh 
SFAS 121 . Consequently, lho Company has established new periods for amortmng certaon cunomer base tntangoo4e 
assets that it believes to be re.asonable estimates of the remaining lives of these CUGtomer base ontanglbJes assets. 
The revosed remaining useful lives usigned by the Comp.any, range from 4 to 6 years for acau~red customer bues. 

Orloer Income and Expenses 

Operating income (loss) was (t8,033,8331 reoresentlng (13.5%1 of revenue for the year ended March 31. 1997. 
Operating income W&f 8755.720 reoresentino 1. 7% of revenues for the yeat ended March 31, 1996. For the year 
ended March 31, 1995, operating income wu $1,099,1 30 representing 3. 7% of revenues. 

Net intttelt expense for the year ended Milch 31, 1997 wu t517,596 u compared to net interen expanll for the 
year ended March 31, 1996 of t198,897, an lnCieue of 160.2%. In May 1996. the C.om~nv entered lntd a 
$14,250,000 credit fecllity (1997 Facility) with a bani< which include~ 1 revolving credit facility and term loan 
facility. The proceeda of the UIIITIIoan of approximately •3.250,000 wu uaed to finance the May 1996 acaulsitlon ·1 
of UniverAI Network Servicu, Inc. The revolving credit facility wu used lor general ope11t!ng purposes. Net .J 
Interest income for the year ended March 31, 1995 was t65,480. In December 1995. tho Company renewed Its 
line of credit (1996 Facility) with a bank with proceeds used lor general operating purposes. Net interest Income 
during fiscal yoer 1995 resulted primarily from the invC!Siment of tho proceed• from the C.ompany'a secondary public 
offering. 

The Company reported a net 1011 in fiscal 1997, and accordingly, recorded an Income tax benefit of Qpptoxlmately 
$697,000 or 8.2% of the 1)'1!-taX loss. A slgniflcant portion of the pre-tax lou wu related to a wmedown In tho 
carrying value of certain asae~:~lnclucfing goodwUI and customer base acQUisition costs. These aneta mun continue 
to be amortized for tax purpoaaa and the Com~ny believes that only a portion of this writedown should be utili:ed 
for income taX purpol!ll under 1. · more likely than not • criteria. Accordingly, the Company utabllshed a vnluation . 
allowance of t1.2.27,000 rela~ to the u.oclated deferred tax aneu of aporoxlmately t3.300.000. For the year 
ended March 31, 199(1, t223,273 wu provided for Income t:aXea rcaulting in net income of 1374,497. For tho year 
ended March 31, 19915, t266,954. or 23.15% of pre-tax income, was attributed to income tax rcaulting in not income 
of 0867,514. 

Uquidity •nd ( Jpl r»l Resourcu 

Net cash ptovided by ope11tions lor 1!197 wu $3,121 ,310, an increase from net cash used by operatiOM of 
6162.903 in 1996, and not c:ash provided by operations of $1 ,054.082 in 1995. Tho <ncreeso in cash flow from 
"Oetations was primarily attributable to the increased gross maram and the umong of collecuon of accounts 
receovable and payment of accounts IUIYible. 

Cash flows used in operatloM resulted In a negative lmoact on cash ounng 1996 duo promarlly to lhe •mpact of 
g<owth In accounts receivable and othet currem users that were not oHsat by so~n~lar ncr eases on accounts p.~yablo 
and othet C\lrrtnt liabilities. 

lne Com;;any'a accounts tecarvable are anuc•~ted to contin..e to gtow due :o higher sales volume an.o acouozouons. 
Gro wth woll toau11e caah do1llutsemenu for acauis:loons. onsullet10n costs on Iones and ec:-~oomon1 to e><PinC 
networlung capability. In ad-Jitoon. the growtn woll reauore cash payments to veneers pttor to receopt of payments 
Cy ns C\Jstomers. 
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'The 'company's groWlh woll also requore contonued expansoon of the telecommunocauons eouopment and related 

catwtal items.. The Cl>mpany used nat c.ash of t 3,316,998, S807.377 and ~568,837 for onver.rng a:liVltru for tne 

years 1997, 1996. and 1995, res~cto. < ,. The promary use of cash rn 1997. 1996. ano <995 wu for :ne 

ICOUoSotoon of customer baSU re.sultong on ICOU•SOtoOn COJ":s of t :J.801.()0.: $1 10','73 I'>:! $1 7S' •;: 

resoectrvely. 

Cuh usod 1n financong ectivoues on 1997 was t 5 78.336 as como3red to ca~h orov10ed Oy lmancm;~ I Ctlvlt•e~ :' 

$1,339,585 in 1996, and cash u red in financing actrvotres of $370,694 on 1995. In 1997 :ne :omoany maoe 

PtonCIPII paymem~ on debt of 13.743.031 and receoved cuh of $3,250.000 from the tuuance of detn . In 1 99~. 

tne Company botrowed f2.532.235 under iu hne of cred1t and made pron::Jpal plymon:s on 11S oeot of 51,243,01 E 

In 1995 the Comoany redeemed all of iu ou:s.and1nc preferred stock for S5S.5:7. melle payments agt1ns: cos:~ 

of the secondary publ'r.: offenng of f53,585, reduc~ deo: onnc1oa l !;)y $454,680, 1nd rece1vea 1204,695 from tne 

1ssuance of common stock. 

The Company exoenenced a net c.ashdeerea.se of $237,436 it\ 1997, a net cash 1nerease of 1369.305 on 1996. l nd 

s 114,551 in 1995. Stockholders' eou1ty wu $8,1 12.1 69 lnd 113.986.066 as o f March 31 , 1997, and 1996. 

respectively. 

In Mey 1996. the Cl>mpany entered Into a f14,250,000 etedit faciGty with a bank I the 1997 Facility) whoch 1ncludu 

a revolving credit facility and term loan facility, Borrow1nga under the revolving credit oort1on of t he 1997 Faclhtv 

may not ax cud me lePOr of t 11,000,000 mlnu1 any re .. rvu the IInder may deem ehoible or 85 % of e too•ble 

receivables. Borrowlnoa undet the revolver will ~ar lntarut It tho prima rate olu• 0. 75%. Bottowings and unpaod 

anterest on the revolving facility are ~ble in full It matvnty of the facility on June 1, 1999. The Company 11 

allowed to borrow •3,250,000 under the term loa n facility. The term loan Ia repayable on 36 ao.~at monthly 

installments at t90,278 pkJa ICCtued ~ The term loan beara Interest et me Ptrma rate olut 3%. Substantttlly 

all of the useia of the CQmoanv 11e paedgeo as 'collattrel under the credit rac11lty. At Marcn 3 1, 1&~7. ~4v,VOV 

and f2,437,000, ware ouutanding under the revolving and the term loan. resl)ilctlvely. 

Substantially all of me ...... of the Company Including tangible aneu, tecalvablu and g enerel intenolbtu, the 

deflnltion at wNch lnc:kldea but It not lirrited to inteltec:1Uel PtOPOrty, buaineu plana. buliness records and hcen11s, 

are plodQOd ac coUatarat under the 199J Fac:lllty. Th<o 1997 Fadlity raqulre1 c:omolianc:e wrth certain financ:ia l and 

operaang c::owNntl which tnc:ble rrir*r.um ...,..ge and f'01ed c:harve coverage ratioa. At of March 31 , 1997, the 

Compeny was not in compljance with cetUin financial eovanenu enumerated in the 1997 Facilrty. Accordrngly, the 

Company ree.eived a waiver wHir~ to certain of IUCh CoYeNntl from iu lander 11 of March 31. 1997. AI a 

ruult of and in coMactlon with the meroer tnnaactlona coNUmmated In May 1997, the Company com~lled wrth 

certain of the financ:tal covenenu, and hal cunantly neootiat~ ceruin amandmanu to the credit facllrty to reflect 

chancu In financial polltlon and enticioated chanou In busineu stretecin end ooeratino rerulu nsociated wrt'> 

auch tranaactlons. While manaoemem. believu that the Company wilt be able to comply with the renaootiated loan 

aoreoment. there can be no auurance that the Company wilt not reouire edditlonat walve ra In the future or, II auch 

waivers ere required, that the lender wllt grant them. 

Absent agnificant eal)rtll ~ lot other acQUiSitions. the Company believea that cuh flow !rom ooeratrons 

and funds available under existing credit fac.lltiu will be adeQUate to meet thl Company's c.aorul needa for the 

rema1nder of fiscal 1998. 

Recently luued Accounting Pronouncements 

In February 1997, the Anenclat Accounting Standard• Board IFASBI lasuod Statement of Financ1al Accounttng 

Sundard !SFAS! No. 128, "Earrings Pill snare·. ThiJ llttement establi5hed aceounttng standards for comouung and 

Ptnentlng earnings per share and appliu to entltlu woth oublicly held common stock. Th11 statement rs etfectlve 

for oeroods ending afler December 15, 1997, 1ncludlng 1nterom penods. 

Early application of SFAS No. 128 is not permmed, however. uoon edOiliJOn, all pr1or oenoo~ must be restllod. 

Sa sed on the standards to be adooted, basic earning a Cloul per share w ould be t 11.301. s O. OS. • nd sO. 19 for the 

years endod MilCh 31 , 1997, 1996, and 1995, rt$P8ctrvely, and dilvtea eamnos per snlfe would oe IS 1.301, s0.07, 

and $0. 19, resoocrively. 

In February 1997, tho FASB l11uad SFAS No. 129, "Disclosure of lnformat•on a bout C1111:a l Structure· Th1s 

s·atement cstabhshu standard l for doactosing 1nformat1on about an cntrtY ' I capital s:ru:ture . Th1s statement os 

effoct•ve for financial statemenu for oenods endrng alter December 15, 1997. and w oll not matoroally chance the 

d11Cioauru curromly Included in the Comp1nv's f1nanc •• • natements . 
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ITEM 8. FINANCIAL STATeMENTS AND SUPPLEMENTARY DATA. 

Please see pages F·l tlvough F·S. 

ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNT ANTS ON ACCOUIHING AIJU 

FINANCIAL DISCLOSURE. 

None 

PART Ill 

ITEM 10. DIRECTORS ANO EXECUTIVE OFACERS OF THE REGISTRANT. 

Incorporated by reference to the Company' s defirutove proxy satcment for 1997 Annual Meetong of Srockl'lOicers. 

to be filed with the Securities end Exchange Commossoon wothm 120 day a etter Mitch 31, 1997. 

ITEM 11. EXECUTIVE COMPENSATION. 

Incorporated by reference to the Company's definitive proxy stetement for 1997 Annual Mooting of Stockl'lOiders. 

to be filed with the Secumitl end Exchange Comrrutsoon wothin 120 dav• atter March 31. 1997. 

ITCM 12. SECURI'TY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS '\NO MANAGEMENT. 

Incorporated by reference to the Company's definitive ptoxy stltemem for 1997 Annual Meeting of Stockholders, - · 

to be filed with the Securitlu end Exchange CommiAion Within 120 dey a etter MitCh 31, 1997. J 

ITEM 13. CERTAIN RELATIONSHIPS AND RE1.A TEO TRANSACTIONS. 

lncorpotetad by reference to the Company' a definitive proxy atetement for 1997 Annuel Meeting of Stockholders. 

to be filed with the Securitlet and Exchange Commlaalon within 120 daye attar Merch 31, 1997 . 

.. 
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PART IV 

ITEM 10:. EXHIBITS, FINANCIAL S'i.:. T:MENTS. AND REPORTS ON FORI A 8·1. 

(I I 1 The followono r onan::1ai S111emen:s .;·e for e: IS ca11 ol thos =-e::>o<: 

Index to i'in.ncoal Statements 

Independent Auditors' Reoo11 F·l · F·3 

Financial Statements 

Consolidated Balance Shoeu 

Consobdated Statemems of Ooerauons f·5 

Consolidated Statemanu of Stockholders ' EQUity F·6 

Conaolldated Statements of Cash Flows 

Notes to Conaolldated Financial Statements F·B 

tal 2. None. 

rat 3. Exhibits: 

27.1 Financial Data Schedule !Filed herewith! 

lbl 1. 
, . 

Tht Company filed Fonn U / A dated November 1 5, 1996 on January 14, 1997 which included the 

SuoP!trnemal CGNolidated S.lance Sheeu of the Company and its sublldoa11a1 as of March 31, 1996 and 
1995 and the related Supplemental Consolidated Statemenu of Operations, Stockholders' EQUity and Cash 
Flows usocia1ed with ita merger w 1th United Wau. Inc:. 

-18-



SIGNAT\JRES 

Pursuant to the requirements of Sec~10n 13 or 151dl of the Securu ies Exch~nge .:.c: o f 1934. tne Comt:a"• • as ouly 
causeo th1s Report ro be s1gned on 1ts behalf by the unders1gned. :hereum~ duly authorr.ed. 

NETWORK LONG DISTANCE. INC. 

Dated: June 27. 1997 Sy /:sf I hcmu G K••fr 
Thomas G. Kee fe. Chief F1nanc1al OHicer 

?ursuant to the requirements of the Socunues Exchange Act of 1934. th15 reoort has been signed below by the fol· 
lowing pe .,ons on behalf of tho Compar.y end 1n tno capacit ies and on the dates Indicated. 

Sjonenun 

l~l Jabc Q c,atdacd Chairman. Ch•af June 27, 1997 
John 0. Crawford Executive Officer. 

and Direc tor 

lrJl :Umatb:r: a. aaaao President Juno 27, 1997 
Timothy A. Barton and Director 

131 .!abc I! Lcll1 Secretary Juno 27 . 1997 
John V. Leaf 1nd Director 

l~l Ihcmc~ ti . Kccf11 Principal Financial Officer, J une 27, 1997 
Thom81 G. Keefe Principal Accountlnl! OHicer, 

and Director 
'sl ~ cac I ~g~·~"~ Director Juno 27, 1997 
Leon L. Nowal~y 

l~l Bu:smii.J e11ga Director June 27. 1997 
Rupell J. Page 

''-l !jmasb~ J. Slcs:lz Director June 27, 1997 
Timothy J. Sledz 

l~l M:tca 6 ~~rtau:l Direc tor June 27 , 1997 
Albert A. Woodward 
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REPO RT OF INDEPENDENT PUBLIC I.CCOUIJT M ITS 

To :he S tockholders of 
Networ~ Long Oimmce, Inc.: 

We have audited the accompanyong consolidated balance sheets of Networ~ Long Dos:an:e, Inc. Ia Delaware 

Corporaoonl and subsldlatiea as of March 31, 1997 and 1996, ard the ret..ted consoloda ted r.atements of operattons. 

s:ockholders' equrty and calh flowJ for each of the years on the tlvee year pettod ended Marc:n 3 1, 1997. These 

financial mtemonts aro the ro~ponsibirrty of the Company's management. Our responsoblltty is to express an opomon 

on these financia l ltltemenu basod on our audru. We d id not audit the ftnancoa l statements of Long Otr. an:e 

Telecom, Inc. included In tho consolidated ftnencial sutemems of Network Long Oisunce. Inc. which :tatements 

constitute total assett of 4.8% aa of Mitch 31, 1996 ard total revenuea of 7.7% for the year ended March 31. 

1996. ard total revenu11 of 9.5% for tho year ended March 31, 1995 of tho related conJolidated totaiJ. Wo also 

did not audit tho financial ttatemonu of United Wttl, Inc .. included In the consohdlled financial natemenu of 

Network Long Dimnc., Inc. which statemenu conltltute total usets of 10.3% as of Marcl: 31 , 1996 and total 

revenues of 23.9% for the yoar ended March 31. 1996 and total tovenues of 8.0% lot the y81r ended March 31 , 

1995 of the related CONOiidlt.c! tot11a. Tho financ:ial~t~temenu of L.ong Oiltanco Telecom, Inc. and Utvtod Wau. 

Inc. were IIUdited by other auditors whoso reports thetton have been fumlahed to u1. and our oponoon. insofar 11 tt 

telatu to the amounu Included for Long Oiltance Ttltcom, Inc. and UMed Wau. Inc. , !. basad solely upon the 

reports of other aucfttora. 

We conducted our audita In accordance with generally accepted auditing ltlndatdl. Thoso sundard1 IOQ\1110 that 

we plan and perform the audit to obtain r81sonable IIJUtance about whether the ftnancialttatomonu aro ltoo of 

material mlssutomem. An audit Includes examining, on a tolt basis, evidence JUP!)Oiting the amounts and 

d isclosuru in the flnanoclal ttatemo"ta. An audit 1110 includes usealpg tho accountong principju used and 

sigi-K>c:ant estimatu made by manao-ment. aa well aa evalueting the overtU flnanclal~t~tement prosentauon. We 

belteve that our audiu and the reporu of other t udltora prOVlde a reasonable billS for our opinion. 

In OUt opinion. baaed upon OUt a.oclitJ and the ~of othet auditors. the eonaolidated flnaflCJII sutemants referred 

to above pruem a irty, in an n11terial rospec;u, tho flnanct..l position of Network Long Distance. Inc. end subsidiettes 

as ol Mtrch 31. 1997 trd 199&, and the tli8U!ts of their operati'ln~ end %heir cur flows l or. each of the years In r~ 

three year period ended M11eh 31, 1997, in conformity with generally accepted accounting principle&. 

J ackson. Mississippi, 
Juno 26, 1997 

Arthur Anderson LLP 



INOEF:NOENT AUDITOR'S RE?ORi 

To the General Portner 
Telecommun•couons Ventures LJmnod Portnersh•P No. 
T/A Slue RidQe Telephone 
Culpeper, VA 22701 

We have audited the balance sheet of Telecommun•cauons Ventures u mnca Partnersh•P No. I , T/A Slue Rodge 
Telephone. u of December 31, 1995 and the related statements of operatrons. Partners' eourry ldeficnl ana cun 
flows for the years ended December 31, I 995 and I 994. Theae fif\lncral st<nemcnts arc tne ro ~ponsrb•hty of tne 
Partnership's management. Our reaponsibllltY is to express an opinion on these financial statements based on our 
audits. 

We conducted our audits In eccordanco wrth Qeneratly accepted auditing standards. Those nandards reQuire tha t 
we plan and perform the audit to obtain reuonable auuranco about whether tho flnancral natemenu are free 
ot material miutatement. An audit includes examining, on a ten basis, evldenco suppomng me amounts'a'nd 
diacloaurea In the financial ltltements. An audit alao includea useasing tho accounting principlu used and 
signfficant estimates made by maf\lgement, u well as evaluating the overell financial natement presentation. We 
believe that our audits provlde a reuonable buis for our opinion. 

In our opinion. lhe financlalltlltemerrCI retefred to abov11 ptuent falrty, In all material respects, tho flf\lncial poJiuon 
of Telecommunlcatlone Venrurea Umlted Partnership No. 1, T/A Blve Ridge Telephone u of December 31, 1995 
and the r81Ult1 of Its opetltiont and lu cash flowa for the years ended December 31, 1995 and 1994 in conformity 
with generally accepted accounting principles. 

Culpeper, VIrginia 
May 10. 1996 

Yount, Hyde & Barbour. P.C. 
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INO::>;:NOENT AUDITOR'S R!:"ORT 

7o :he 3oard of Directors 

UNITED WATS, INC. 

we h4ve audited the balance sheet of Unrted Wats. Inc. as of December 31, 1995. ano the related stolomanu of 
1ncome. changes In stockholdera' equity end caah flows for the yea" enoed December 31 , 1995 and 199' . Tnese 
financial S14tomonu are the ruponJibllity of the Companv·s manage men; . Our res:>ons•b•htv •s to e<orus an optnton 
on these financial statements based on our audits . 

We conducted our aud1u in accordance with generally accepted auditing standa rds. Thoso standards reawe th4t 
we plan and perform the audita to obtain reasonable assurance about whether the financ111 statements are free of 
material misst·atemont . An audit Includes examining, on 1 test bas•s. ev•dence svpport•ng the amounts and 
disclosures in the financial stnements. An audn also includes aaseurng the accounttng principles used and 
sjgnffictm ostirNtea made by rn.tnagement, 11 well as evaluating the overall financial natement presentation. Wo 
believe th4t our audita ptovido a reasonable basis for ou• opinion. 

In our opnion, the financlalmt.menu rtfened to above puent fairly, in a ll rmnenal respecu. the financtal POSition 
of United Wats. Inc. • • of Oocember :1. 1395, and tt., tUUill -.f :11 oper,tior.• l n..l :to .:uh lio ... '"' t :·,~ reo•• 
ended December 31, 1995 and 1994 In conformity with generally accepted accounung principle&. 

Kansas City, Micaouri 
March 11, 1996 

Mayer Hoffman McCann L.C. 

F·J 
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NETWORK LONG Q!STANCC INC AND SU2SIDIAAICS 
CONSOl!QA TEO BA LANCE SHF''TS 

CJBiiEt:r ASSf:""S; 
Cun and cun ~qua, ~enu 
.l'.c;OI.fr.s rc~vaDOe , nc: of aHowan:e fO< aoucr.l~.> a:e:M>:s ot 

12,355,000 and 11,073 .~ at Marcn 31. 1997 ano 1996. 
rcS~r:tiYc!V 

Otncr recelvablu 
Deterred income tu usc1 
Otner current unu 

Total ClJffcnt UUII 

PROPERTY AND EQUIPMENT: 
Land 
Buddmg and lmptoYemcrtts 
Tele~urie.tlons cqulptnent 
furrvnMe and flxturu 

CUSTOMER BASE ACOUISmON COSTS, NET 
GOOOWIU., H£T 
OTHER tNT ANGIBLES. NET 
OTHER ASSETS 

Tot1I 1...U 

UAAil mfS Ab? STOCK HOt QEBS• fOtJ!Ty 

CURRENT UABtUTlES: 
Accounts ~y1ble 
Ac:crwd ~t•commuricatlons c:on 
OU. I Cc:rued liabilities 
Cunomef depoila 
O.fetred lnc:ome tax liability 
c-ent ~ af tong-tetm deb1 and capltalluu obll;ation 

T ot11 a.crrent tla bllitic.s 

OEFEMEO INCOME TAX UABIUTY 

LONG·TERM DEBT AHO CAPITAL LEASE OBUGATlONS 

COMMITMENTS AND CONTINGENCIES 

SetiU A ccnvenlble ptelerred stoc:k • 1.01 PI' v1lue; 
25,000.000 .natu .umonud; no al\aru lasued 1nd ouuunding at 
March 31, 1997 and 1996 !redcml"ion value 13 per , ,.,,., 

STOCKHOLDERS' EQUITY 
Common ltOdt • 1.0001 PI' value; 20.000.000 JhlroJ 111111omed: 

8,7 18,908 and 
6,523.902 1hata luued 1nd ovmandong at M1rcn 31, 1997 and 
1996, 
respec:Uvely 

Additional palcf.ln capital 
Rauonod ~ ldeficitl 
Treasury Stoc:k 

T otaJ nockholocrs ' equrty 

Total &.bilruu 1nd n oc:kholelets' eQUity 

. :.c. ,. . -:.ot: 

' G:~ • 35 ' fO"" t'"',.. 
--.~ ... 

6.6~ 1,560 ~.n5.~S7 

360,965 708,962 
1J8,600 
IP2 2 ~t fi!i9 2l, 

10,,78,515 11.595.762 

75.000 75.000 
t65.575 697.285 

1.583.949 2,338.866 
I SBJ !!211 I J21 l9Z 
3,706,503 4,482,348 
12 QB I 2921 II 251193111 
IIIH 511 222J412 
5.645,730 5.073,14 5 

450.020 3.287,637 
264.221 4 12.220 
~9Q 21 s ZIII9~Q 

•JQ9537!2 mw 1!6 

' 390.316 J1 ,657,423 
5,850,644 2,736.999 
1.808.959 1.152,591 

128,960 176,210 
242.872 

I ZQ8 ZQ9 285 I JS 
9.387.287 6,251 .230 

58.201 

1,454,256 3.015.619 

672 652 

14,828,040 12.970.833 
16.624,2531 1,106,871 

1a2 :>9QI ra z '901 

s II Z 1 5!! , 3 986 Q6fi 

The •c:c:omp•nvong notu are an lnttgral part of theae hnancoal 1ntemen1s. 



. ' NEJWORK L'.)NG QISTANC" INC ANQ SIIBSIDIABIFS 
CONSO! IQAT"D STAT'MENTS OF Opt:BAT!ONS 

, oc7 1 aap; ~ ooc; 

Revenues !including exc:lu taxes of 12,863,000. 
t\ ,230.000, and t219,000tn 1997, 1996 and 1995, $50 ;op 135 $J5 oe; )0 ) $29 J7.:! 3~3 
respec:tivelyl 

Operating expenses: 
Transmluion costs 
Soiling, general and admlnlstrative 
Ptov•aion lot louu on accounts reco•vablo 
OeptOclatoon and amoruntion 
PtoviSJon to teduce catTYing value of cettatn assets 

Total operating expenses 

Oponrting income (foa l 
lntetolt lincomel el(JMnA, net 
OINt (income! ~XJMnA 

Income llonl befote income taxa• 
Ptovillon (benofrtl tot income taxes 

Not income (loss) 

Pto lonna adjuronent !Note 11: 
Income tax pto\IWon 

Pto lonna net income (losal applicable to common 
stockholdetl 

Eatnlngs (lossl pot c:cmmon shatt 

Pto forma urnlnga Uoa l !Mt common Jhara 

40,717,419 32.5-18,22 1 
15,770,990 9,420.::!73 

3,041.617 1,112.151 
1.902.9-12 1,246,826 
I! 201 000 

67 723 968 "327 471 

(8,033,8331 755.720 
517,596 198,897 

140 94V 

18.55!,4291 597,770 
1697 QQQI 223 273 

17.854,4291 374,497 

. 
4 zoo 126 375 

$!? 859 1291 !248 122 

, 11 301 t OQ7 

t ll ~QI t g.g~ 

The accompanying notu are an .n:e~ral oan of tnese financoal statoments. 

F S 

21.823.645 
5.652.103 

403.31-1 
396.661 

28 275 723 

1.099,130 
(65.4801 
30 142 

1,134,468 
266 954 

867,51 4 

28 685 

!8:18 829 

' 0 19 

I g 1a 

J 



NETWOBI( LONG DISTANCE INC ANii SUBSIDIARIES 
CONSOLIDAJED STATEMENTS Of STOCI:!IOI QEOS' EOUI[Y 

Common Stock 1\ddltiQIIal 
___JLr~l fat~awa Poid in Rat;unod 
~ Amount Coottnl Eatrurws 

BALAIIC[, Ml\llCII 3 1. 1994 5,418,179 • 54'2 $0,139,916 S I 35, I I J 

Issuance of c;ormnon st >Ck to Iormor holders ol 
Series 1\ Cunv6r lilllo Prefc11ed Stock 03.502 tl 190,500 

Issuance ul c:onunon s • ;k for acquisitions 29.038 3 232,120 

Issuance nl convnon s :k Cr>e t ol duect costs o r 
$53,5851 728,773 7:) 151,038 

llctnernenl o l treasury ~rock (632,5271 1631 118.3391 1128,8071 

Oivtderlds on common rock, $0.02 per sl•a~o - - - 1105.0001 

Nol incuene - - - .JH!L5.l:l 
01\LAtiCE. Ml\llCII 3 I, 1995 5,606,905 56 1 6,095,24 I 708.700 

Issuance o l common stock lot ocquisi tlons 916,937 91 6.275,592 

Oivodentls em common stock, 10.006 per share - - - (30.3801 

Ne\ bteo1ne - - - JZ!I :I:U 
BALANCE. MI\OCil 3 I, I 996 6.523,902 652 12.970,833 1, 100,87 I 

Issuance of common s tock lor ecquisitllln 195,006 20 1,857,207 

Uetloss -· - - (7,8511,4291 

Effect ot chango in fiscal year ond of metood entitles - -- - __lll,J{}S 

BALANCE, MI\OCH 31. 1997 II 2 lll.llQ II l 112l • \4.828.04Q $(6.621.2531 

lho accompanying n?tes oro an integral port of lhaso llnoru:'iol stateme11ts. 

f ·6 

__.Irea,utv StucL-
lh.wwcr Antl.ti.Ull 

1.028.!.11 I Hl J!l.!'>!i!ll 

(032.5211 I t /,20!1 

39G.J9U 192.29UI 

396.390 192,2!.101 

J!H! J:Hl Ll92 2.l1Q.I 



. . NEJWORK lONG D!STANC" INC AND SUBSIDIARIES 
CONSOI!QAI<=D STATfMENTS OF CASH E! OWS 

For the Y•or <=ooad Moret> 11 

CASH FLOWS FROM OP::RATING ACT!VIi!ES 
Net income llossl $(7. eS.!.o:29J ' 374.'·97 ' 867.51 : 

AdJustment$ to reconcile net income !loss! to not cash 
provided by (used in) operattng acttvltiea: 

Oepteciadon 630,338 622.845 316.391 

Amortludon 1 .272.6~ 622.981 80.270 

Provision for losses on accounts recetveble 3.041.617 1, 1 1 2. 1 51 403.314 

ProviS1on to roduco carrvtng value of cettatn 6.291.000 

assets 
Provision !benefit) for deferred Income taxes n2.:.21s1 207.907 71,434 

Provialon lor employee .rock incentive plan 30,835 50.752 42.350 

!Gain) !on on d i1poul of equipment (17.0001 62,319 

Changes In anetl and liabllitiu. net of effect of 
bualneu combinations: 

Accounta receivable (1,516.201 1 13.997.1381 12.888,9431 

Other recelvablll and current uuta 347.997 11.206.2501 34,408 

Accounu payeble and other current liabilities 1,664,274 1,943, 120 2.223,200 •• 

Other 1112 =5QI l ZZ ZJZ II ~111251 
Net c:alh proYicled by IIIHd lnl operating ec:trvitlea 3 l2l J]Q II liZ !l!l:U l Q5~ QBZ 

~ASH FLOWS FROM INVE5nNG ACTIVmES 
Capital expenclnurea 1304.7981 (1 ,081,9831 (1 ,423,9881 

Sole of Jhort-terrn lnvuunenta 1,558,582 2.751,238 

Acquisitions and reltted com 13.801,0041 (1 ,10 1, 1731 (1,781.0551 

Oeeteue linc:reaaelln other intengible uu11 24,441 1195,3211 (1 10.8531 

PtoeeedJI from ule of eQU(PtMnt 784,3113 17.000 

Other I~ ~D2) ~~ ] 29J 
Not c:aah ulld in lnv.,tlng actlvitlea IJ Jl!Uil!BI IBQ2,J221 15flB 8321 

CASH FLOWS FROM FIN.ANCING ACTIVmES 
Net borrowinga llepaymenal under line of ctedit (2 ,492. 7311 2.532.235 

Principal payrnenta on debt (1.250.3001 ( 1.243,0181 (454,8801 

'Proeelod• ftom lauanc:• of deltt 3:250,000 ·e 8.754 123.000 

Oeeteue In capital luao obligation 185.3051 
Proceeda from "-nee of common ttock 204,895 

Redemption of pttferred stock 155,5271 

Dividendi on common .roek (311,3861 ( 134.5971 

Offering com 15J 5851 

Net c:aah ptovldld by lund In) financing ac:trVIties 15211 JJIII l JJ!l 585 IJZQ ll!l!l 

Effect of chllnge in fiscal yur end of merged 5Jfl 5BB 
entities 

Not incroue ldacreuol In cash and cub 1237,4361 369,305 114,551 

eqvivalenu 

Castl and cash equlvalentl at begmning of penod B!l2 522 52J 2!!2 !!lB ZUl 

Cash and cun equlvalenta at end of period ! ~~~~ I~~~ I aa~ ~z~ I ~~~ ~liZ 

The accompenytng notes ''' an inttgral pert of theae ftnanctal statementl. 
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NfiWOAK lONG QISTA NCE INC ANQ SUBSIPI ARIES 
NOTES TO CQNSOL!QAT~O FINANCIAL ST!;IEMENjS 

l. NA TURF OF BUSINESS MERGERS ACQUISITIONS A,NQ REI Ai"O MAU~3S· 

D•scriorioo of Busint5S 

Networlt loflQ Oista.nce. Inc. !the ·company• or •Ne twork•) ptov•dos long disunce tele:ommunicauons serv•ces to 
commen:lal and residential cvstomers throughout most of the United States wl:h a otimary concentrotaon on small 
to medium-sind bu$inesns. The Company provides these servic es primarily thtou:ltl three customer service 
chaMois· business retail, agents and auociation programs. Tho business retail channel Involves the sale of long 
distance services directly to end.Yaets. Tho agents chaMel Involves the nle of long distance services direc:lv 10 

end-<Jsers through maste< tQdnta of the Company. The association ptogram channel establishes exclusive marketanQ 
agreements with various tnlde or business assoclallons to market the Company's producu and sarvaces to members 
of the a$Soclatlons. Previously, tho Company openotod a switchless ronller channel which onvolved the sale of long 
distance services to other amities who resell the service5 to end users. The Company began to de-emphasize its 
switchless reseller chaMel during the year ended March 31, 1996. See Note 2. 

Calls are transmitted ove< circuits lea5ed from other telecommunicatlo~ carriers at fiXed or variable rates. Calls are 
switched through tlhe Company' a awltthing center or by other carriers on the Company's behalf. The Company 
lumlshes its end usv customer~, u well uiU reM!ler customers, with various long distance ptoducte Including 1 • 
dialing, WATS, private line, calDng cardland 800 services. Billing. collection end cullomtlr service are avelfable, 
at additional costs to reseUer customers. 

The Company hu four wholly-owned subsldleries, Network Advanced Services, Inc., Network Acquisition Corp .• 
United Wau •. Inc. and Long Dimnee Telecom. Inc. All references to the Company include lu subaidiaries except 
u stated otherwiae. The Company's principal offices are located In Baton Rouge, Louialana. 

Mccpca 

On June 30, 1996, NetWoril metQtd wtth Long Diaunce Telecom, Inc. dba B(ue Ridge Telepho~ 1• Biue Ridge•) end 
in connection therewith Issued 337,079 anar .. of common stoclt for 111 of Blue Rldge'a common stock. On 
November 15, 1998, Networlt merged with United Wau. Inc. r· united Wau•J and In comectlon therewith iuued 
2.277, 780 sharea of common 11ock for ell of United Wau• convnon stock. !Both tranactlon• tra collectively 
referred to as the 'Mergers.") Each at the Merge~a was accounted for ., a poollng-af-lmeruu and. accordingly, th~ 

.Neovorlt finMc:iaJ statemof1!8 fot.periods prior to the Mercer• havo ~en resuttd .to-lnclude the results of Blut> Ri~~;e 
and Unlt.ed Wau for all perioda pteMrr·ed. Tha combiMd companlaa of Network. Blue Ridge and United Watl are 
her~tinefter referred to u tho CQmpany. Separate and combined results of opere tiona are 11 follow a: (Note that for 
the six montha ended September 30. 1996. balaneea for Blue Ridge Nlvo been Included In the balances for 
Networlt.): 

Revenues: 
Network 
Blue Ridge 
United Wats 

Combined 

Income Uo. Jl before income tax: 
Network 
Slue Rodge 
Unueci Wats 

Comboned 

Tlvee 
mgnsh:s codr:d 

Juno 30 1996 

$8,975,000 
994,000 

4 446,000 
114 4!5 909 

• 132.0001 
45.000 
83 000 

I c=1ooo 

F·8 

Six months 
ended 

Somom!mc 30 

520.197,000 

9 .448 000 
f29 64§ 909 

• 166.0001 

414000 

! ;t.48,QQQ 

Year Ended 
March 3 1 

!996 !995 

S30.81 0,000 $24,217,000 
3,463.000 2. 790,000 

10810000 2 3BBooo 
t45 0§3,909 t29 3]5 909 

fl442,000l 
313,000 
727 000 
t~93 000 

• 609,000 
62.000 

1163 000 
e 1 p a 909 

l 
I 

' 

l 
• .J 
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Pr10r to the Mergers. Blue Ridge ope""ttd on the form of a J)lrtnershtp under the n a me ·r elecommunocatoons Ve ntures 

l.Jnvted PartnershiP No. 1 TIA Blue Ridge Telellhone . · On June 17, 1996, Blue Roctge chal'lgeelto a corperate form 

of orcanoanon. Blue Ridge cfd not recognoze oncome tax expense for the penods presented because ots :ax attributes 

flowed to its partners. The consolocated S1ateme n ts of ooe lltoons onc lude a n una uooteo oro forma adtustme n: tQ 

reflect results as of 91ue fUdge had bee n subse t t to income tax for a ll oenods oresented. 

F>not 10 the Mergers. both 31ve Ridge a nd Unsttd Wats u:d :ed 1 :>ec ember 31 loscal vu r e M =or puro::ses o' :-.! 
combined results of ooora toona for the yt ll t nD td Mt rch 31, 1997, :toe a mountJ oncluae Ne tworll. 9tu e Roc~;~ a~...: 

Unotetl Wats hlstOtiCII results of operttoons for tne twelve months e noect M11ch 31, 1997. for pur;>oses o~ tne 

comboned results of ogeratiot\1 for the yura ended March 31 , 1996 a nd 1995. the Blue Ridge t nd Unsted Wtu 

amounts reflect Blue Ridge and United Wats nortottcal result s of opera n ons for tne years e nded December 3 1, 1 995 
and 19S4, ruoectively, and the NetwOrk amounts re flect Network 's histon ca1 results for tne yells en~ed IAarch 3 i. 
1996 end 1995, resgee1ive ly. Therefore, the 81ue Ridge and Unoted Wats historical results o f ooera tlons fo r the three 

months ended March 3 1, 1996 are not contaoned ln the Comoa ny's consolidated rta~emenu of operations and ca . n 

flows for any period presented. Thtre wore no algnlfltant ontercomoany transac toons a mong Network, Blue Ro:lge 

and Unot ed Wa u . 

The followino are CQnelensed statemenu of operations a nd cash flow• for Slue Rtdge a nd Unsted Wats for the three 

rnontns e nded Match 3 1. 19 96 : 

Condensed Sttteme nts of Ooera tions 
Tbtoc Months Ended Mart h 31 199!1 

Revenue 
Operating oxpenau 
Operating income 
Other income (e.xpensul 
Income before tax 
Provision for Income taX 
Net lncomo ' ' 

Btu e BH;tgc 
t926,000 
852 000 

74,000 
14 0001 

70.000 

, zo,ooo 

Condai\Hd StattrMnts of C.sh Aow1 
Ttvee MontbJ fndtd Ma rc h 3 1 1996 

IJe; Jnc..)mo 

Oepteciation 
Change in current asaets and liabirrtles 
Cuh PIOvided by o perating ac:1lvitlu 
Cash provided by fused In) Investing 

activities 
Cash used In fina ncing aC11vltiu 
lncreue !d ec rease) in cash and ca1h 

eqvlvalenu 

Mr tgrr nod Ac:gvj:Wpn AC'tjyitv and ReJesed Maners 

Blu e Bidoe 
~ 70,000 

31 .000 
!2 .0001 

99 000 

10000 
1! 38 0001 

t !29 OOQI 

Vaned WotJ 
t 3.855,000 

3 a,ui ooo 
219.000 

2 19.000 
79 000 

, 14() QQ() 

Unltftd Wan 
) 140,000 

8.000 
475 000 
823 000 

!37 QQQ) 
!20 0001 

t 586 090 

The ~ompany haa !Men a t"UVely e ngaged In a n acqvolltoon progra m, focusono on companlu pnma roly on the long 

d oJ'I anca industrY. See Note 3 . Carta ln o f the a cQU<JmDns have resulted 1n the Comoany's a cQUonno IIQNficant 

onta noible assets. pnmarily c:v'"omar base acqvlaaion coru a nd goodwill. AI ellDia •nad on Note 3. dunng the year 

ended March 31 , 1997, pnmarily ~to c1n11n comractul 1tlevaluauon Cllttfla , mar.agemant d tlermoned tha t 

the Company's a bility to r61he the unamortized balance of omangible a asetl relat ed tO Clftaon pnor ae QVoSJuons was 

unceruon. At a r.-ult. the Company oncurTtd ! 6.291,000 on nor>-<:uh PIOVISJOns to reduce the carryong value of such 

ontanglblu to their estimated fatr value. AI of March 31 . 1997. the Company haa aQPfoxomately t 6 , 100,000 of 

rema~t~~ng unarnormod intangible a u otJ related to acQUisition transaC1Jons. Management btheves that Its onvestment 

'n such Intangible asstts l1 realinble ban d on the ' '"imated futu re n ot cash flo w a exoe t ted 10 be genera ted from 

tho acqvored entftlos or cu'"omer baau. However, manageme nt'a nt•matu o f fu ture not cash !Iowa m ay c hange 
on tho fu ture a nd such ch1n gos could be mttorlll. 
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The Company incurred a net loss of S7.854.000 for the year enoed March 31. 1997. Factors :hat tontllbvted 
slonificanlly to the lou were the provision to reduce the carrymg value of ontlngoble assets. an increased prov1s1on 
for losses on accovnu receival::>le and increased setr.no. (li!neral and admonostra!lve expenses. As a ruult of the los:. 
stockholders' equity declined from $13.986.000 at Mitch 3 I. 1996 to s8.112.000 11 Ma rch 31. 1997. Because 
of the operating loss and r~ decline in stockhcldors' oC\.ntY rePOrted by :ne Company for the year ended Match 
31. 1997. tne C«np41ny was not in compliance w rth cer.aor financ11l cover.an:s con:aoned tn its oank credtt locihty 
tSeo Note 51. Accordinolv. tne Company recerve<J a waover With ruPect to cer.atn of J\lCtl covenants from oa lender 
as of March 3 1, 1997. As 1 teJ\llt of and in coMection With the merger transactions consummated In May 1997 
(See Note 131. the Company complied wtth cert11n of the financial covenants. ano has nogouatod certa~n 
amendments to the credit facility to reflect changu in flnanc1al posruon and anucopated chanoos 1n bvs1nus 
strategies and operating results associated w1th st.u;h tratl$llctions. Whtle management , believes that the Company 
wiD be able to comply with the renegotiated loan agreement. there e.an be no usuttnce that tho Company will not 
reQUire additional waivera ln tho future or, If such waivers are required. that the lender wtll grant :hem. 

2. SUMMARY OF SIGNIFICANT ACCOUNTING POl iCIES· 

Prjoc:iplc $ gf Cp n$gfido1igo 

Tho accompanying consolidated financial l'tatements include the accounts ol tne Company and 1ts wholly-owned 
subsidiaries. All significant Intercompany balances have been eliminated on consolidatiOn. 

\ J5:c of Estimates 

The preparation of fllllnclal ltatemtnu In conforml1'( with generally acce pted accounnng prrnc1ples requires 
management to m1~ utimatu and assumptions that affect tho reperted amounts of assets and llabllities. the 
discloJ\lte of continoent aaseu and liabilities at the duo of the f'inandal statements and revenu05 and e>rponse.s 
durino tho pariocb reported. Ac:tual results could differ from thoae estimates. Estimates are used primarily when 
accounting for allowanc. lOt doubtful accountS, depreciation and amornzation. and taxea. In addltton, el'tlmates 
are used by management In estimating futllre net castt flows when evaluatlno the Company's aboli1'f to roalu e its 
irwesnnems In lono-lived uaeu. and In determining u tlrNIIod lair value of useu w hlch are deemed to have been 
im~jred. s .. • Accourn. Receivable" .. nd "Intangible Aueta, • e.nd Note 3; 

fair Value of Rnons;fel tnmumenu 

The e&rrying amount1 tor c:uh, accounu raccttVIble. other recltVIbles. accounts paya ble. acctVed llabolltlu and long­
term debt aP1lfOX!mate their tait value. 

Accguar:s Bcc;etvebfo 

Ac:coums receivable represent ltnOUnt'll due on montNy blllinQS I()( long disunco and other tolecommunrcauons cosu 
incurred by customers. 

The allowance for dovbtful accounts is eaublilhed throvgh 1 provu110n for losses on accounts receivable which 11 

charged to expense. Accounts receivable 110 wtmen off age1rut the allowance for doubtful accounts when 
mana(li!ment believes the collectibili1Y of Ule receivable 11 unlikely. The allowance. w hich ia bned on evaluatioru 
of the collectibility of the recelvableJI and prior bad debt experience. is an amount that management believes wtll be 
adeQUJte to ab$orb probable loSKs on accovnts receivable existing at the reperuno date . The evaluations take into 
cons1deratlon such faClOI$ as changes in the a, lng and volume of the accounts receovable. overall aualrtY. rev•ew 
of specific problem receivables and current induStry conditions that may aHee1 a cut1omer's aotlrty to pay. Actual 
results could differ from management' a ll'tlmates. Wrhe·offs du11no the f1aca1 years 1997, 1996 end 1995 were 
approximately 52,010.000. 5780.000. and, 11 79.000. respoc:rvely. 

During the year ended March 31. 1996. the Company began reevaluating Its swotchlau reaeller cl\annel acuv1ttU. 
Qenerally and. specifically hs relationship with corta1n resellors. Aa 1 result. tho Company chose to do·empnast:e 
tts reseller marketing ac:ivities by reducing the number ol ruellor cu.romora and the related wnolesalo ac:ounu 
receivable. In udoition, cer.ain reatlltt cuStomers exPOttt nceo financtul d tHlculuu wruch •mPOdod thtor abolity 10 
pay the Company on a tomoly baa••· Auoller customets Wttl'l slow payment h1St0ttea have boon placed on spec1loc 
Pavment plan. or under lock box agreements. 

F·1 0 
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I ' c Ounng the ytlf ended Milch 31, 1997. IN ompany dtlermoned lhat losses on cenaon accounts receoveblt acou•reo 

through t couosouon ttanucuoru wore greater than expected at the tome of acouos.toon. As a rosvh. tnt ~ompanv 

has wrott cn·o'f or made provosoon for such tc:ounts receoveble to reouce the carryong t mount to :he u :omateo 

realo:able value. 

Management l"las s::>ecofically evtluated ots t llo .... once for dou:ltful a:::ounu ~ ~~ ~lt~ves :~e t llcv.an:t :: :>e 

1oeoutte to t:lsort probable .osses on :he t::o~n:s receovable at Mar:" 3'. · !!!1- 'iowt~ettne ac:ualloss~s :l" 

ac:oun:s re::oova:lle could coffer from mant~ement' s '' aouatcon a: Marcil 31. 1 !!97 ana ;u:"> ::offe•enc~ :o:.Z':: :~e 
matenal . 

PropertY ond eQUipment are recorded 11 cost. Oepredtuon os prOV10ed for financoal roponmg ourpoJes uscng prom4ro1y 
the stralght·llne method over the followong e11omated useful lives: 

Building 
Buflding Improvements 
Telecommunications eouooment 
Office equipment 

30 Yllf$ 
7 years 

3·10 years 
5·7 years 

Maintenance and repa!ra are exl)tnnd 11 oncuned. Replacements end benerment.£ tre caoctthzed. The cost and 
related ttserves of auets JOid or retired are removed from the propeny tccounu , lnd any resultong gacn or lou tJ 

renected In results of opef81ions. 

!ntaMjbfe Asu:xs 

The Company' a intangible IPIU Include customer bue acquiSition costs and no~om1)41te tgreement$ oncurred Ill 

o ruult of pyrchued customer bl&tll; goodwill, cuatomer btae acoulaltlon coat& and no~ompete agreements 
roiUitlno from acoulaitions of ~•: end softwere development cost~ attribuuble to telecommunic.ations service 

ac-tivitie.a. 

In allocating the OCCA af the purchase t,;ce over ungibla auets acquired in buslnaA combinations. the Company 
utllizu cash flow modela and projected t ttntlon ratu to q.~amify the valuu a llocated to tho varoous intangibles u 
wall as the related u~tful livu. While menagement believes thll the caah flow modtla are echievable and the 

•=on rata 111 ~. menagemem r~rty reusUA& the rulluuon of the ac:QUolltlorKelated rntangibles 
UYough periodic UPdatu uf the c:uh flow models. Addllionlly, certain acquisition agreamenu call for 1 co~rison, 

ate specified dete, of ac:tulll:lu•tomet attrition ratt Jt upedeneerl..to than expec:t'ld 11 the .tlmf of ..tho ~cquisltion 
aoreemem Rho "Tru~p1. If ICIUIIanntion rata dlH11 from expected retoa, ceruin ldjustmenu to the ecquismon 
pnce may be reouQd. If 11 the time of the True-Up, actual amrtlon rates are significantly greeter INn expected by 
the Company, the Company meku a determiMtlon, based on estimeted future net cuh flows, whether the 
imangt'ble aaet related to the aeQUiaition naa been impaired . If an impairment hal occurred, a provcsoon for reducuon 
In the carrying value ia made to reduce tho carrying emount of the Intangibles to tho eatlmatod lair volue of the 
related cu11omer ball. Such provoaiona are applied fir11 to any goodwill anrlbuteble to the ompaorcd assets until 
goodwill 11 • llmlnettd and then to the cuatomar ball tC®taltion coats. Soc Note 3. 

CuSlomer base acoutsluon eosu Include the excess of the purchase price over any tangible useu ecquored as well 
u speccflc costs Incurred to consvmmate the ttlnsection such as attorney' • feu. eccountant' l fees and due 
diTIQOnce c:osu. Cunomer bua acaucartlon co111 are recorded bued upgn the utometed velue (promaroly bued on 

es:omtted futvro net cash flowsl of the cuatomer ball acauored and are amortized over 6 to 7 years US1fl9 tht 
s-.:ar~t-lcne m.mod. A~ amottttatoon at March 31, 1997 and 1996, waa approxometely t1 ,607.000 and 
s.: 18.000. rupectovely. 

Goodwill oa recorded In connection w cth bus.neu combcnatcons to the ercent the ourchue proce exceeds th~ 
enema ted fair value of •oeciflcaUy >denttfiable tanooble and ontangoble assats. The Company oeroodocally evaluotcs 
L'le reall:aboloty of goodwiJJ baled prcmarUy on expected cash flows from the acquired usets or busoness. Goodwoil 
os amortrled ov~r 30 yurs uSing the ltTiioht·llne method. Accumulated amont:atcon It Marcil 31. 1997 and 1996. 
was apcroxomotely f75,000 and 611 5.000, re t pectlvely. 
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· • Olhet ontangobles include software cosu of apptoxomately S235.000 lnd S296,000 u of March 31. 1997 and 1996. 
respecuvely, and non-compete •greements of approximately t231 ,000 11 both t.1orch 31, 1997 and 1998. The 
Company C!Ptlllius tl(lttnal COIIIIDIItod to software development whole onterna l cosa are eXl)ensed. So'1ware 
couu are amortoud using tho roaight·llne method over ltves rangong from 4 to 5 years. Non-eompete agreement~ 
are amortized usong the ~raoght·ltne method over the loves of the agreemen:s, currently 5 years. Accumulated 
amortt: ation ol other intangobles as of March 31. 1997 1nd t 996, was approxomately 5317.000 and Sl9' .:>00. 
respecttvely. 

~e No:e 3 for dl~on related to the application ol Statement of Financtal Accoununo Standarcs. I"Si'AS"l t-.o. 
121 · Accounting for the lmpatrment of Lono·Ltved Assets and for lono·Lived As$eU to be Diop.osed of.· 

Other B~c:jycblrs 

Other receivables consist of current •mounts due from customers and entlltes that are provodong or have formerly 
provided billing and collection services for a POrtton of the Company's customer base. 

Oth~c Cyrr~nt A ueu 

At March 31, 1997 and 1996, other current auets conStsted of costs of direct respOnse advertising and other 
prepaid expensu. Direct resllOI\Se advertising costs ~te capitaliud and amorttzed over the expected life of the 
custom~r. The Company hu determined that the exPected life of a customer obtained through direct respOnse 
advertising Is one year. At March 31 , 1997 and 1996, appt'oximately t9,000 and S1 83.000, net of accumulated 
amortization of approiOmately t388,000 and •1 94,000. rupectively. was included in other current assets related 
to direct response advertising . 

Otbi"C AS:iCl$ 

Other aueu consist primarily of long-term notes receivable from employeea of approx•mately $21 1,000 and 
0262.000 at March 31, 1997 and 1998, respectively, deferred tax ane11 of 0179.000 at Milch 31. 1997 and 
deferred fin.nclng com of •1 00,000, net of accumulated amoniution of 083.000 at March 31, 1997. 

loc;gme Texc3 

Income taxes are provided Ulino an auat and liabilitY approach. The current provision for income taxes represents 
actual or estimated amounta ~yable or refundable on tax rewrna filed or to be filed for each year. Deferred tax 
assots and llabif.U.1 are recorded for tho eftlmated future tax eHocts of (a) temporary diHorencea between the tax 

J 

, t)a~is .o.'. u~l.ltl.end liabllltloa aN.! amounts reponed in the btlance .sheets. cr.d (b) o::ernl~;l loC$ ond :o• :re1!it ·"···· -
carrytorwards. The ovt-raU chango In deferred tax ""'" and llabilitl u for tho period measures the de ferred tax 
expense for the period. Etfecu of changu in enacted tax laws on deferred tax a n ets and llabilltie11 are reflected 
as adjustments to tax I!Xpei\SC in the J;leriod of adjustment. The measurement of deferred tax aue11 may be reduced 
by a valuation allowance based on judgmental asseumem of available evidence if deemed more likely then not that 
some or all of the deferred tax assets w ill not be realized. 

Bccogorrroo gf BcycmJc 

Customer long distance calls are routed through switching centers owned by the Company or others over lono 
diStance telephone fines proVIded by othf>rs. The Company records revenues at the time of customer usage prom~tily 
on e measured time basis. 

Tr"n'mtrnpo Cgn' 

Tran=•sslon : osu InClude all ~ymenu to local exchange comers and tnterexchange cerrters promaroly for access 
and uanspon chargu. The Company pnmarlly utilizes long·term fixed cost contracts wrth other carrrers in oraer to 
carry customer calls. 
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• =acnmo s o,.r Share 

F~r t he year ended March 31. 1997. urn.no.s per sha rt were baseo on the weoghte:l 1ve11ge numoer o• sr.aru 

OU".stanchng dunng the penod. No common stock euuov1 enu were utoil: ed on tne Cllo;ullloon u tneu erf.ct wouro 

be anto-dolutove. For tne years ended March 31. 1996 a~d 1995. eamongs per snare were calo;ulate<l bued on tht 

weo~ted average number of shares outstancf&ng dunno :.-,e year plus tne dilutiVe effect of stotk ootoons and warrant~ 

oeterm.ned uSing me ueasury method. Average common 1nd common eouovelent shilll utolo:ed wera 6.060. 15<! 
5.079.938. and .e.S87.620. reSPectrvety, fo· tne yeers endtd March 3;, I !l97. 1995. an:j 1995. In each yur there 

were no doHerences In promary and tully diluted earnongs oer share. 

Cpmm?n S toc k c sc;row Agcccmcot 

;..s part of rts pubGc offenno of cgmmon stock in March 1994, the Company transferred 626.6o8 snaru of common 

steel<. owned by two office rs. onto an escrow account. The common stock could have been released from es:row 

on three annual increments of 208,896 shares If tho Company eother had mel urnings per shire reouuemonu , on 

a fully diluted basis as defined in tho agreement, or hod consummated an oHo11ng of the Company's common stock 

coi\Sodering certain conditlollS defined In the agreement . Tho stipulated earnings per share 1•Eps· 1 amounts were 

as follows: 
Year Endod 

March 3 1. 

1995 
1996 
1997 

E?S 
t0.375 

0.60 
1.00 

As tho Company tailed to meet E?S ttQUirerntnu, puriUam to tho tetmJ of tho agtaement, the common rtock held 

in escrow w ill be forfeited and canceled to the Company's uoasury by July 15, 2000. TI>e n crowed •hll••• huvo 

been excluded from the weighted 1veraoe number of lhares outr11nding for the ytltl ended Milch 31 , 1997, 1996 
and 1995. As discuaaed In Note 9, one of the officer& IUbjoct to the eacrow agreement has initiated Uuo• tion 

ag1inst tho Company a .. klno the release of the eocrowed lhares or other compensation. If the esc:rowod ahares 

are releuod, future per wra eamlnga (loss) would be reduced. 

I 

For purposes of tho .Utetnem of calh flow1, ca lh on 1\and and on depo51t a re col\l>dared to be Cl sh • nd cash 

eourvalenu . 

Cert1in items for 1996 and 1995 have been reclalllfied to confo~ w ith the 1997 proumatlon. 

Rec ently Issued Accoumlng proopunc·cmcm l 

Ito Febtuary 1997, the Ananclal Accounting Standarda Board c· FASB•l iuued SFAS No. 128, •Earning• per Share. • 

Thos statement estabi<ahe1 accounting .undarda tor compuung and O(eunung eltni/\OS per wre and •Pill•u to 

entttres wrth pub6dy held common rtock. This statement is oHective for penoda endono after December 15, 1997, 
oncludono Inte rim periods . 

Early application of SFAS No. 128 Ia not permined, however, upon adoption, ell ptoor periods must bo roate tod. 

Baud on tho sundarda to be • dopted. blllC earnlnoa (loul per ah11e would be tll .301. t0.08. and tO. 19 for the 

years er•ed March 31 , 1997, 1996, and 1995, respectively, and diluted eamonos per lharo would be 111.301. t0.07, 
and $0. 19, respectively. 

In February 1997, the FASB luuod SFAS No. 129, • [)isc:lowre of Information about CIPIIII Structure. · This 

SUtement establish .. rllndlldJ for diSC:IOJing onfortnatlOn l bovt 1n entrtY'I c:apnal struC:tJIO. Trill stllemont 1$ 

eHec:;ove for financ:•a l .Utlmtntl for periods endong after December 15. 1997, 1nd woll not rNtenally change the 

dosc:losvres currently Included on the Company's fonanc:la l rtatoments. 



• • 3 . M~AG~~S ANQ ACOU!SIT!ONS· 

The Company has completed several acquis.tions of cUStomer bases of other long dtstance comonn1U, eno bu$tne:s 
combma tJons wrth otner lo ng di:tance compan1es. The tollowtnQ •= a d1scuss1on of :nose transacttons wn1cn have 
been mat ellal. 

CuSlomM Sase Acouj:sitjgo s 

The Company has completed a series of acquisttions of segments o f other long d1s:ance prc>v1ders' cu:nomer cases. 
Such aCQUisitions have been accomplished through the purchase of the customer base and relateo account: 
receivable for cash, shares of the Com;:>any's common stock. issuance ot notes payable and forgtveness ol ac:ounu 
receivable or a combinati~n thereof. All acouis1tions have been accounted for as purchases. 

The table below sets forth information concern1ng sign1ficant customer b"e acQulsiuons by the Company· 

""n~"U"" =»o .. :~ 
Cu h and V"'u• of 6 1UII !'~I'!U:Z 

AcQUI••uon No~t• S~ru Acc.ountt c~ntom., Othtf 
"'OV!'!SI c:·nmy Qttt Peyabft lt!utd Autrvapft a ... IOtt DQ!bftt 

Cull'! rum 
ConvnunlotUona. Inc. 
tOuenrumJ J a,.u 1814,000 1590.000 1191,000 sa:1.000 

Network SeMct e, tnc. 
INSn May-IS 751.000 55.000 25!,000 361.000 

Coloredo RNtr 
Corrrnurvcaoono ICRCI No ... t4 1,742,000 232.000 336.000 192.000 170,000 

at.~ ~oca Caccbloath:zos 

In May 1996, the Com~ny purchased subnantially all of the customer base of Universal Network Services. Inc. 
r· uniNet"), a provider of long dlaunce,elecommunication services, in a tr'nsactlon accounted for as a purchase. 
The resufu of oporatloN of the UniNet customer base acquired are included in tho resultll of operations of the 
Company from tt1e date of acou llitlon. Consideration tor the purchue included 243.758 sh11es of tho Company' a 
common nock with a n asaigned value of approximately 11 .862,000 alld aoPtoxlmately 13,650,000 c.uh. The 
Company acquired tho outstanding accounts receivable related to tho customer base which were valued at 
apl)(oximately •776,000. Intangible u1e11 acQuired wero allocat ed to customer bue acquisition cost at 
apprC>DmDtely t:!,111i,OOO 3no gc~Wltt :n D::P:Oldmately $2. 77:!.000. Tho 'Com0)4ny originally amortized c.u:t~rr.et 
base acquisition coa:t over 7.5 years and goodwill over 30 years using tho straight·llne trn~thod based primarily on 
axpec:ted c::ustemet attrition retu, estimated net cuh flows. and industry practices. Of the 243,758 sha res of the 
Com~ny's common ateck i$$\ltd, 48,752 shares are hold in escrow pending rosolutlon of purchase price 
contingencies. The ucrowed snaru have not bun constdered u Plrt of the purchase pro:::. 

In October 1995. the Company acquired substantially aU of the au.~ts of Vl lueTel, Inc .. ("Value Tel"), a long diSt ance 
rescUer whose CUS!Drnet base wu located primarily In Illinoi s , In 1 transaction accounred for as a purchase. Results 
of opet~tions of ValueTellte included in th o Company' s resultf of opera tions lor the year ended Match 31 , 1996 
from the date of acQUisition. As considetltlon lor the purtNso. the Company issued 890,~ 15 shares of its common 
stock with an assigned value of approximately $5,955.000. assumed liabtltues of ValueTel of approx•ma tely 
$696,000 and forgave a ValueTel payable to tho Comp1ny of approximat ely $608,000. The Company acqutred 
substantll lfy 111 of ValueTel's eccounts receivable which wero valued at aoorox1mauly s 1,61 0.000. Intangible 
assets iCQUirod wero aUocated to customer base at aoproxima telv t3.334,000 and aoodw1fl 11 aoorox1matelv 
52.315.000. The Company ottginally amortized cuStomer base acquls•tlon costs over 7.5 years end goodw1ll over 
30 years using the stralght·fine method based pnmatily on expected customer anriuon rates. eStimat ed net casn 
flows, and industry practicea. Of the 890,915 snares of the Company's common stock issued. 16.500 shares are 
held in escrow pending resolution of purchase price contmgenc•es. The escrowud share. have not been cons•Ciereo 
as part of the purchaM ptic:e. The purchue agreement wrth Value Tel calls for a ro·•valuauon of customar an11110n 
ratea one vear from tho acQuiSftlon C:ate. As of March 31, 1997. Juch ro·ovaluA!IOn wos m progress. However, 
management of the Co~nv believea th4t. u 1 rasuft ot tne re~valuat•on. the escrowee shares w1fl not be released. 
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· ' The' followong unaudlted pto forma comboned results of operatoons for the Company auume tNt the UnoNet anc 

Value Tel ICQUo"oon• were completed on April I. 1995. 

R.evenue:s 
loss ap:>louble to ccmmon JNrehOIOt'5 

Lou per share 

~61 ~95.0~ 

, ; 90S~:> 
f\ I 81 

IS~ 185.:>00 

·.o~9.~o 

lUll 

These pro fotm11 amounts represent the hoSlorocal operoung resvlts of the ICQUited entnoes comboned wnh tnose of 

the Coml)4ny woth appropriate adjusunants whlch g ove effect to onteres-, eKpense . amonoratoon and common shares 
ossued. These pro forma amounts are not neceuerily indocatove of opcroung re!rults wnocn would have occurred ,f 

UniNot and Value Tel had been oporeted by current management dunng the peroOds presented. 

Drovu•ion so Reduce sh: Carrving yetuc of Cecala As,ers 

During the f~l CJ,Iatlet ended December 31, 1996,11 Pitt of the re-evaluat>on called for on tho ValuoTel aljteomem. 
tho Company determined that tho attrotJon rates for the cuSlomer base acQ\med wore greater than orooonally 
antiCipated. 1.- 1 ruutt. ~determined thllt 11 wu awopnate to r ... veluete enrouon ratol of a ll C\Jrtomer 

~ buu acQUired prior to tht beginning of flseel y111 1997. In M11ch, 1997, maneoemtnt determined thlt ammon 
ret u relettd to the customer bue ICQUired in connection woth the UniNet aCQUolttJOn wtte at10 greater than 
txl)eeted. ~. ~ a pplying the reQUoremenu of SFAS 121. dtt ermoned that future cash noo.s 
from the acquirtd cunomet ba.., would ba leu than that reQUired to realize these asuu.. Management then 
reassessed the tu V.U. of d'leH useu by u tima tong tho pruent value of tho future cam now• through updaong 
with historical ruults the cuh flow model• utillled to initially a llocat e the onullQibltl accp .. ured. As a re:RJit. the 
Company Incurred no~ expense relat ed to tho provi111on to reduce the carryono value of C\Jstomer base 

acQUisition costs and goodwill to their respective estimat ed fair values. 

Tho following table d ot.ails the tranucdons which roaulted In provisions: 

/ Provision 
Total Unemoroted to Reduce 

lntenglbltl Carrying BIIIIOC~ Atl~t fU~XJiiCD 
Ac<Jnsjngn Prior so Provision Y•hu: Cunomet B••e GpodWJU 

CRC t1 ,588,000 • 950.000 • 638.000 • 
Value Tel 6,018,000 2.1100.000 3.218.000 
Quantum 834,000 300,000 534,000 
UniNtt 4,887,000 2,241 ,000 2,1 15.000 531.000 

Because o f the higher than O)(pect ed attrition retu . the Company analyted the expected remaining lives of ou 
intangibles lna;:c:ordance with SFAS 121. ConJeQUtntly. the Company hu utabliahed new peroOds for amonozono 
its customer ban acQUisition cons that It belltllu to be reasonable estimatea of tho remaining lives of these 
lntallQiblas. After the Cotnptny's roauuamont of amoruution periods for iu c:unomor base ecQUillltion cons. the 

romainong useful lives assigned by the Company range from 4 to 6 veers. 

4, INCOME TAXES: 

The Compaf'y follows the 11101 and liabohty methOd of accoununo for defeuod onc:omo tuu pruc11bed by SFAS 
No. 109, ·A~ung f01lncome Taxu.. • O.farrtd onc:orne tuu reflect !he net tu tffecu of temporary drffettnc:es 
between the canying lmountl of aaeu and Jiabilmu for flnanc:oal roponono purpo1u and amounts used for income 
Wt purposes. A veluatlon anowance Is prov>dtd for that poruon of any deferred tu aastt. for whtch rt •s oeemed 

more lokely than notthatot will not be rullztd. A valueuon allowance of • 1.227,000 haa been eSlabhshtd related 
to deletrad tax ISUtl retulting from the provoslon to reduct the carrvmo value of anta ngobl tl dvl to the unc:en11nry 

of reallzono tht full tax benefit of amomutoon of 1uch lntangrble aueu for 11~ purposes over 15 years. 
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The provos•on (benefit) for oncome taxu is composed of tho followong: 

)Cl97 1995 !90~ 

Current provision (benefit! $ 27.000 ' 15.00C $195.000 
Deferred provisoon !bcnef1tl ,, ? 4 (11)()1 ?Q~W 7 1 ()I)') 

Total prov151on lbenef•tl lot 1ncome :a~es !11107 0001 t,,., ~gg ~~~7 MO 

The following is a reeonc:iliation of the aci\Jal ptOVIS>Ons lor •ncomo taxes to tne expected amounu wh1ch ate de lived 
by applyltlQ the staMOry rate to tept)(led ptetax income. The exoected statutory amOIJnt does not consoder 1ncome 
llossl telated to Blue Ridge prior to .!\lne 17, 1996 because Blue Ridge wes a pattnersh•P PilOt to that oat e. 

1997 199'! 100< 

Expected s-.aMory provision (benefit! $(3, 190.0001 $1 -10.000 5392.000 
Usage of net operating less carryfcrwards (75,0001 
Effect of officer'• life insurance 3.000 2.000 !10.0001 
Effect of revocation of United Wau S Corpotation 126.0001 
Stai\Js 
ReclauifiCJStlon from current text a payable (45,0001 69,000 
Effect of merger expenaes 63,000 
Effect of intangible• amottitatlon and provisions 1,235.000 
Other HlOQQ 12 000 f14 OQQI 

(1 ,924,0001 223,000 267,000 
Valuation allowance on deferred tax asset l 22Z ooo 
Actual tax provillon (benefltl ua11z ggg1 t~~~ 000 t?az m 

The following is a IUmmary of the signfflcant components of the Company's deferred th o1sset1 and liab•lit•es as 
of March 31, 1997 and 1996: . . 

Ma[Cb 31 
l!!SZ !SS!l 

Anm P• Qilith:' A3SC13 l iabil!ttcs 

Allowance for doutrful lc:<:ountl • St6.000 $419.000 s 
Oepraciadon 149.000 120,000 
Arnordution 240,000 4 1,C.OO 
Effect of nle-lcaseback 72.000 
Provillon to reduce c:atryinq value of certain ustn:s 1.294.000 
Effect of conversion from cuh basu for inc«ne tax 
purposes 284,000 240,000 
Aecx>um:~ reedY~ ble 929.000 
Prepaid exoensu 83.000 
Acauod Rabllltics 19,000 628.000 
Other ~ -- lg QQQ 

2.069.000 514,000 1,088.000 1.388.000 
Valuadon allowance 'l 22Z QQQI 

Toul i ~A~~ S~l4 gQg 'J ga~~ ' ' ~a a g,;~ 
5. LONG· TERM DEBT ANQ CAPITAL lEASE O BL IGATIONS: 

In December 1995, the Company renewed lu line of credit c·1 996 FaciJitY•J w1th a bank with $6,000.000 be1ng 
avaaable under the 1996 Facil'f1Y. Borrowings under the 1996 Facility were $Choduled to mature on Aprol 30. 1997 
a~ bore inter ell It 1% aoove the prime nne 19.25% at March 31 . 19961. At March 31 , 1996. $2,532.000 was 
outstanding under the 1996 faoiity. The 1996 FacilitY wu secured by c tttaon accounts roca•voble oltno Companv 
anC rocuJred comcbnce with ce"ain flnanciol and 00111:•no covenants w hocfl oncluoe tnJn•mum !average InC l1n0 
cnarge coverage ra tlot. At March 31, 1996. th e Company was •n comploance w oth tt>oso covenanu. 
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' • ar May 1996, t he Co~ny entered onto 1 $14 ,250.000 eredot faeoloty 1· 1997 Faeohry• t woth another oao>. which 
oncludes a rovolvlng credit faolory and torm loao lacilory. Borrowoogs uOCier the 199 7 Ftcoloty were usod to repay a oct 
reure the 1996 Faciloty. Borrowings under the revolvor.c credot POrtoon of the 1997 Fecoh tv may 001 exceed t he lesser 
of s 11.000.000 less aoy reducnoru :ne len.Jer may e~a:;,lo~ aoaon.s: s-.. ch amount oo 85'- o' ehQoble receo .a~>~u 

3orrowongs un:ier the revolving f" " ry Oeao onterer. a: tne Prt""e rate plus 0.75'- 19 0'- a: l.~arc~ :! ' ' !?;:; 
5ott:)wJngs end unpatd interest on the re volvm: facehty are reoava:,re an tyll •• ma:ut ., o~ t.,t 'a:rl : ... 0"" ..~..:.,~ • 

199!!. 

J.tiAareh 31 , 1997, bo(ro~ ovt.mndcno undor tno rovolvong 'aeii.ry were 140.000 Unuattc !)Otr0""'"~ ~aPo~c.:v 

under tnt revolving fteiliry 1 1 Mtrc:h 3 1, 1997 wu •6.822.000. J.a part oltne 1997 F1:ohry, tnt Com~ny "U 

also allowed to borrow t3,250,000 under a term loan facoliry. The term 1o1n os repayable on 36 eaual montnly 

prlncopal lnnollments of t90.278 plus accrued onteren. The term loan bears rntcren 11 '"e promo rate plus 3,. 
(11.25% 11 March 31, 1997). At Moren 31. 1997, the balance ovtSUindono unoer the term tecllrty was $2,.:37.000. 
Substantially all of tho assets of t he Company inCluding tangible osseiS, receovables and oeoeralontangobl es . the 

defonitiOII of which oncludas but is notllrMed to intellec tuel ptoperry, busoness plans. tro~conen records and hcell$es. 
are pledged as collaterel under the 1997 FacilitY. Tho 1997 FacilrtY requoru comploence wrth cort11n fonancoal and 

operating covenants which include minimum levorego and fixed charge coverage ratooa. At ol March 31, 1997. the 
Company was not on complitnce wrth certaon fonancoal covenanu enumerated on the 1997 Facohty. Accotdrngly. 
the Co~nv received e waiver with re-ctto certaon of such cove.nanu from oa lender as of March 31 , 1997. 

As a ruult of end In connection w1t.h the merger trln.aaebon.a con.summated '" Mev 1997 !See Note 131. tl\t 

Company complied with certain of the financ11l covenants. and hta currently naoouated certaon amendments to the 

:... credit fecllltY to reflect changes in financia l POsition and anticipated chtng11 on busrneu .-Erateoiea end operu •no 
results e110ele1ed with IUch tral\llctlons. Whllt men.agement. bellovu INI the Company will be eble to comply 
with the renegotjated loan agrnment. there Clll be no euurence tNt the Co~ny w oU not teQUore additional 

waivers in the future or, If euch w ..Wera 111 reQUored. thtt the lender wnt grant them. 

At March 31, 1997 end 1998. •68.000 end • 3 43,000. rt~pectlvely, remained out ru nding on notes payable 
pnmerily to aelltra of eccr.Ned entitles incurTed In connection w ith acqulaitlon o l CU.-Eomer b1aes. Borrowongs under 
those notal payable ere uruecured. beer lntoren 11 8 % and meturo In Fe bru1ry 2001 . 

At March 31, 1998, tho Company hP.d other notes payable outstanding to bank.s with 1ggreoatc balances of 
$109,000. Botrowings under the.se notea wete fully repeid try tho Company during the year ended Marcn 3 1, 1997. 

Ful\lle matumiu of lonQ-tenn debt are as follow.: 

1998 
1:199 
2000 
2001 

01 ,1 12,000 
1,101 ()lXI 

329.000 
10 ®0 

J2 558 099 

Certtin telecommuni~tion.s eQUipment Ia louod under a caphalloeao agreement explrong M• v 1998. The follow•no 
Ia an an.alyala of tho e QUipment under CIPita l leue Included In properry and oouopmont: 

CommuNcetioru eQUrpment 
Lou accumulated deprecia tion 

Moren 31 
]097 

' 368.000 
(171 ®01 

t 197 009 

1996 
t 388.000 

fl 10 0001 
t 258 009 

The following is 1 schedule try y .. ra of the future monomum lease paymenu under CI P<talleue togetner woth the 
present velut of the mnomum leaat peyments 11 ot Mirth 3 I, 1997. 

1998 
1!!99 
Tote! minimum Ieese payments 
Amounu representing ln10re.r~ 
Present velue of net mlnlmum 
lease peyments 
Less: curtent portion 
Lono·term portion 

t 103.000 
0®0 

112.000 
19 0001 

10~.000 

!CI!i QQQI 
f 8 000 



. ' . 6. ·;:Mpt OYEf 9ENEf!T PLANS· 

In May 199-l. the Comoany adopled a S1ock incennve plan tthe ?Jan! unoer wnocn cenatn employees arc elogobl e to 
rece•ve 100 shares of the ComDany's common stoc:.k upOn complollon of tnetr lttst annoversary ot sorv•ce. All shares 
Issued under tho Plan ara held by tho ComP<~ny for a oe11od of three years from the ouue date , at wh•ch tome the 
emoloyee vests if they are still emoloyed with the Com::anv. In the event :he Company os sol~. all em~!oyees '"5": 

mmedi~ely. ApproX!INte/y 15,000. 19.300 and 17.600 Shares of c::mmcn r.ock n.o been av; aroed unocr me ".an 
at Mardl31. 1997. 1996 and 1995, respec:ovely. Compensanon expense of ~3 1.000. s5 1.000 and s.:2.000 wu 
recognized in tho years ended March 31 , 1997. 1996 and : !!95, rupec:rvcly. related 10 the ? len. 

In March 1996. tho Company adopted a Defined Contribuuon Aenrement Plan to: all cli~!:ll e employees wn.cn 
oualifies under the ptovlsiottS of Section 40 l(k) of the Interna l Revenue Code and wu retroacuvely eHec:ove to 
January 1. 1996. Employees aro allowed to make tax deferred conmbunons rangong from 1% to 1 5% ot thetr 
o&giblo eompensaUon. Tho Company matches SO% of tho fi rS1 6% of each employee's contnbunon and is eltgoble 
to make lldcfttional d'l$Ctetionaty comrib.nioru. The ComDany recognized tJCIM!nse for contnbuoons of SJO.OOO ourong 
the fisc11 year ended March 31 , 1997. 

Umod Wau opera1es a Defined Contribution Retirement ?ian which QUalified under the ptovt$1ons of Sec non 40 l(k) 

of tl1e lntemal Revenue Code. Employees 11e allowed to make tax deferred contributtcns 11ngtng from 1 % to 15 ~ 
of their eligible compettSatlon. United Wau matches 25% of the firS1 6~ of oach employee's contnbuuon and is 
eligible to make additional d i.erotionary contributions. Total profit shanng expense was "3,000 and ae.ooo tor 
tho years ended March 31, 1997 and 1996, respecttvely. 

7. STOCK WARRANTS· 

The Company grants warrants to various direClors, oHicers. employees and nonemployees from time to tome . The 
warrantt veS'l in perioda ranging from immediately following grant dat e to ten years from grant date. Terms and 
conditlona of the Company's warranu, .ncluding exerctse price and tho period warrants aro exercisable, generally 
are et the discretion of tho Company's &ard of Dlreclors. Each warrant granted allows for the pUrchase of one 
share of the Company's common ~neck. No warrants are exercisable for a period o f more than ten years. 

The Company accounts for warrants fssved under Accounting Principles isoard Opinion No. 25, under which no 
compensadon cost haa been recognized. Had compensation cost for these plans boon determined consistent with 
SFAS No. 123 "Accounting far Stock·Baaed Compensation, · the Company' s not income floasl and eerntngs !lou) 
per common shiro would Nvo been reduced to the following pro forma amounts: 

Not income !lou): 

Pnmary and fully diiUled 
earnings floss) per share: 

y co r ~odAd March 11 
1997 1996 

As Reponed $17.854,0001 
Pro Forma 18.052.0001 

As Reported 
Pro Forma 

11.30) 
I 1.40) 

S374,000 
12.056.000) 

0 .07 
10 .42) 

Because the method of I CCOUnting ptoscribod by SFAS No. 123 has not been applied to opt1ons granted Pllor to Apttl 
1, 1995. the resulting pro forma com::ensanon cost may not be reptcsenunve ot tha t to be upected •n futu re ycors. 
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A ~mmary of the status of the Company's stock watranu o:anted at Match 31 . 1997 and 1996 and :hanges our~ng 
the years then ended is pteUnte!lon the table and narrauve below: 

Ouuunding. beginning of 
year 

Granted 
Exercised 
Forfeited 
Expired 

Outstanding, end of veer 
Exerciuble, end of year 
Weighted average fait value 

of ol)'o~ona gramtd 

19!!7 

1,202,002 
90.000 

1230.0001 

L06;l 002 
895 334 

t 422 

\Ve•;.,~ee 

Average 
Exer:ase 
err ... • 

• 8.15 
10.15 

9.00 

f 8, 14 
f B 2! 

120.000 
1,092.002 

110.0001 

l ,,12, 12l26l 
],002 gog 

I 4 "l 

we ~;nte~ 

/.vera~e 

Excrc•se 
o",,. ... 

$ 7.50 
8.22 

7 78 

l ~ l ~ 
t 8 ,23 

The options oumJncftnQ It March 31. 1997 ha\'e exercise prices ranging from t7.50 to f 10.4375 woth a remaon.ng 

weighted average comra~llife of II. 73 year$. 

The fair value of each option grant ia u nmated on the date of oram ~mno the Black·Scholu oDtJon pricing model 
wtth the following weighted average anumplions used for options granted dunno the yeara ended March 31 , 1997 
and 1996: 

8. COMMITMENTS· 

• 
RiJ:k free imarest rate 
Expected rrfe (yeeral 
Expected voll tlhty 
Expected dividends 

Welgh1mf Anrage Assu mmipns 

5.9% 
3. 1 

47.8% 

5.5" 
5.6 

40.3% 

At MatCh 31, 1997. the Company waa committed under nonc.ancollable, noncapitalizable aoroemcnu for fixed cost 
ttensmisslon facllilles that require minimum paymenu of approximately S1 9, 100.000 In 1998, 89,450,000 in 1999, 
t 8,1 00,000 in 2000 and 13,375,000 In 2001, 

The Company leases office facilities and certatn equipment under noncancelleble opera tong leases hlvtng initlal or 
re maining terma of more than one year. Rent expanse related to those luaes wu approxtma tolv 5576.000. 
S375.000, and 181,000 for the yeara ended March 3 1, 1997, 1996 and 1995. respectively. Approxoma tc mmunum 
lease payments under those operaung laaaos are as follows: 

1998 
1999 
2000 
2001 
2002 

F-19 

• 604.000 
605,000 
522.000 
242.000 
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r . II" April 1996. the Company entered into 1 ule.feaaoback trensaction whereby the Compeny aold communtcltoona 
equipment to 1 financial ll\ltlnJtJon and obtelned 1 lease for the communtcattons equtpment. The lease reoUttes 
annual payments of S165,000 and exoirc5 In March 2000. No gain or loss was recogntzed voon consumm'ltton of 
the sale-leaseback tranuction. The lease os accounted for as an operaung lease . 

Certain of the Com011ny's facilltv leases tnclude renewal oottons and all leases tnclude provtsions for rent escal atton 
to reflect increased operating cosu andl or require the Company to ;>ay cenatn matntenan::e ond utihtv ces-.s. 

9. CONTINGENCIES· 

On February 8, 1996, Pruldent Clinton stoned tho Tolecommunicnions Act of 1996 !the rrelecom Act•l. wntcn 
permits. Without limitation, tho Regional Bell Oporattng Companies !RBOCsJ to provide domestic and lnternauonal 
long distance servicea to customers locat ed outside of the RBOCs home rogtor.s ; pormtu a petitioning RBOC to 
provide domestic and intomaoonal Jono distance service to customers withon rts home region' upon a finoing by the 
Federal Comm.tnicatlons Commission !tho · Fcc· ) that a petitioning R60C has satts1ied certatn cri1eria for opentng 
up iu local exchange network to competition and that iu proviSion of long distance servtcaa would further the publtc 
imore5t; lnd remove exining betrier1 to entry Into local service markeu. Additionally, there are significant changes 
in the manner in which carrlor·to·carrior arrangements are regulated at the federal and state level; procedures to 
revise universal service standards; and , penalties for unauthorized switching of customers. The FCC has instituted 
ptocoedinos addrewno m. implememation of this logistatlon. 

On Auguat 8, 1996, the FCC releaaed iu First Report and Order in the Maner of Implementation of the L«:al 
Competition Provilionl in lhe Telecom Act (the •FCC lmorcoMect Order• I.· In the FCC lntercoMec:t Order, the FCC 
esubriShocl nationwlda MOl de.signed to lltiCOurago new entranu to participate In the local service markets through • ! 
lmercoMOotlon with the Incumbent local exchange carriers (•Jt.ec•J, roulo of the ILECs retail servicu and unbundled J 
network t lemenu. 1llua rulu att the groundworit for the SUMory criterle governing RBOC enrry lmo tho long 
dlsunce matket. The Company cannot predict the eHoct such logislarion or tho Implementing regulations will have 
on tho Company or !he industry. Moliona to suy implomenration o f tha FCC Interconnect Order have been fi led with 
the FCC lnd federal courts of appeal. Appeals chaUenoinQ. among other things. the validity of the FCC Interconnect 
Order have been ffled in several federal courta of appeal and uaigned to the Eighth Circuit Coun of Appeals too 
dlspositlon. The Elghm Clreuit Coun of Appeals hu stayed the pricing provirionr of the FCC Interconnect Order. 
The United Statoa Supreme Court has declined to review the proprietY of 'Ole my. The Company cannot predict 
either the ClUtalmt of these challengoa lnd eppeals or the evemval eHKt on tU bvsinen or tho industry in general. 

On December 24, 1996. tho FCC releued 1 Notice of Proposed Rulemaking seeking to reform tho FCC's current 
access chatge policies and practic.os to comport with a competitive or potentially competitive local acceu service 
m~tket. On_MaY,7, 1997,,tho FCC anmuncod .thAt it will issue a serial nf ord~rs .rh.lt reform Universal s~rvico~ -. 

Subsidy allocatlont, adO PI verlous reforms to the existing rate structure for interstate access ltult are designed to 
rodv<:e ICC$SS chatgeJ, over time, to more economica lly officiant lovell end rate strueturea. In pertlculer. tho FCC 
edopted c.hongos to lu rate rtruetures for Common Une, Local Swi~ehino and Local Transport rate clomonu. Tho 
FCC generally removed from mfnute-of"'..$C acceas charges costs that are no t Incurred on a per-rninutc-of-<.~se basis. 
with such costS being recovered rtvough flat ratt charges. Additional charges and dot a lta of the FCC's actions are 
to be addressed when Ordera are releaaod within the nur futuro. Accoaa charges are a principal component of the 
Company's ltansmlulon cone. Tho Company cannot predict whether or not tho result o f then proceedings wtll 
have a material impact upon its financial position or results of operations. 

On May 21, 1997, tho former Chief Executive Officer !· ceo·) of tho Company initiated litigation againS1 the 
Company In an effort to obtain the release of shares aubiect to the common rtock escrow agreement discussed tn 
Note 2. or to be Otherwise compensated. Buod on the fair market vt lue of freely tradable common shares of the 
Compeny, tho fair mar1tet value of the lhares subject to litigation at May 21. 1997 was approximately $2,650.000. 
The outcorne of thla litigation. which the Company Is vigorously defending, is uncertatn. However, if any of the 
esctowed sharC$ of corrwnon rtock are released, 1\aming~llossl per common share would be reduced. The fair value 
of any shares released from eacrow or any cash paymom made to the former officer in connectoon wnh the ltttgatlon 
would be cturged to expense. 

The Com~any os involved In legal proceedings generally incidental to tiS bustness. While the results of ttlese vattOUI 
legal maners contain an element of uncertainty, the Company beli eves that the probaole outcome of any of these 
maners. ot 1Jl of them combined. should not have a matenal ad verse eHect on the Company 's consolidated rH\JhS 
of operationa or financial poslt•on. 
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1~. RELAifQ PARTY TRANSACTIONS· 

The Coml)any held notes receiVable and related accrued ontefest from varoous emoloveu of $211.000 and !25.2.000 
as of Marcn 31, 1997 and 1996. resoezttVeJy. These not~s. wn.cn are unucurec . 1nc1uce n:>n·lnte·est oearon; n:nes 

end notes bearono 1nterest at a rate of 8%. 

The Comoany 1s 1ndebted to ahareholders vr>Oer notes !livable •ooreoat.n;l • 1 J.OO:l and $1 07 ,0:>0. res;)eC:Iv~lv 

11 Marcl\31 , 19!!7 and 1996. The note payable outne"'1ng tt f..1arch 31 , i997 beers 1nteres: a: 8'- •~ ma:.Jte: 
O: tober 1997. The notes ate securell by commun1C:a!Jo"lS ea<11Dmen:. 

The Company le~sas office space and a retail faclhty from sharenolders under two ooerat1ng lu~es. Annual tentals 
under the leases totaled $33.000, 637.000. and 536,000. respectively, for the years ended March 31 , 1997. · 996 

end 1995. 

1 1. SUpPI FMENTAL QISCI OSlJRC OF CASH El OW INfORM A j iON· 

Inter en pa1d by the Company during the yeara ended March 3 1. 1997. 1996 and 1995 amounted to $~ 71,000. 
S261.000. and S88.000, respectively. Income taxes pald dunno the years ended March 31. 1997. 1996 end 1995, 
were S616,000, $115,000 and •25,000. respectively. 

1n ~ wilh ~ comblnl'tions and eun omer base acouisitlons dunng the ye~rs ended March J 1. 1997. 
1996 and 1995. HAlts acQUired and non-usn cot\Sideranon .-.ed were as follows: 

Fair valut of tangible '"'ta acauired 
Excesa of con over ta.nglblt aueu acquired 
Accounta receivable forgiven 
Liabititle~ asaumod 
NotOI payable ~ed 
CAnvnon noc:k ~ed '• 
Cash Dllld 

1997 

' 7711.000 
4,887,000 

11 882 QQQI 
! 3 DQl 090 

Marc:b 31 
1996 

12.135,000 
7,330.000 
1893.0001 

. (650,0001 
(532,0001 

f&Zes oool 
!1 101 000 

1995 

I 4 38,000 
1,771,000 
(196.0001 

1232 QQQI 
1 1701090 

F()( the yaar ended March 31 . 1 996. nonea&h ltanACl>OIU also included debt 1ncurred for purchue of eouipmem 
of •29.000 and cntw noneuh transac:tions of te.OOO. For the year ended Match 31, 1995. nonca&h transactions 
included retirement of treuwy noc:k of •147,000, caprtallaaae obligatlona incuned of •67.000, other noncuh 
trensactiona of t25,000 and redemption of preferred noc:k of • 191,000. · 

12. CONCENTRATIONS ANQ JFI ECOMM\JNICADONS INQUSTRY RISKS· 

Four of the Company's switc:hloA C\Jf10mefl accounted for approximately 13% of :~venues '" 1996 and 
approximately 13% of oroA accounta receivable at Mtrch 31, 1996. Tha Company' s five largewt switchleu 
cunomera accounted for approximately 10% of revenues and approximately 9% of gross account& tecelvable at 
March 31, 1997. The decrease In concentration of switchless customers results from the Company's d&-emphasla 
of ita JWitchlua rueller dMsion. The Company perform' initial and ongoing credit evaluations of iu c-.momers and 
ma intains a n allowtnc:e for doubt'ul accounu. Curtomers may be u ked to proVIde personal guarantees and/or 
aecumy d~ If lho financial condition and ODIIratlons of theat ~tchlen cuatome<J dotertorate below cntJcal 
lt vt la. the Company'• OPtrtllng raeulu could bt adver .. ly aHectad. 

The Company tacos lrrtense competition In ptovldlng long dLStance telecommun1c•uons serv1ce. Domestically, the 
Com011ny competu for atrvicu with AT&T, MCI, Spnnt and WorldCom. the local uchanoe camera I"LECs· l and 
other national and regional inte11xchange came11 c· IXC$· 1. where permissible. Ceru1n of these com011"'es have 
substantially oruter merkel &hare and fiNincial rOJOUrces than the Company. •nd JOme of them art the source of 
commun•cations capacity used by the Company to provode rts own services. 
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The Company' s long dl.tance telephone busu\eu IS dependent upon lease or resale arranc;ements w1t h fiber-opoc 
and dio1tal m1crowave carriers for tho uansmtsaion of calls. The funlle profltabthty of the Company 1s baseo upon 
iU ability to !Tir\Smlllong distance tmephone caJla over transmiUlon fac1lines lused ltom others on • CO~HtHect1v e 
bas•s . The Company It currently de~ndent on thin ~tnlry camers. Fronuer Commu111cauons Ser"cu . Inc .• 
WotldCom Netwotlt SeNices. Inc. and Sprint. The Company utilizes other hber OPtiC earners to a lesser extent to 
a~colement ~liOn ~ranapott sotvtcu. however. there can ba no ISWtlnce that 1n the future tr>e Comoanv 
will contmue to have acceas. on an onoo.no ~SIS. to ttansmtSS~on fac:lmes 11 favorable rates. 

The teleco<TWnJrications industry Is IUbiect to raPid and llglfficant cha~es .n technoloc;y. Wh1le the Company does 
not bo6eve that. lor the foreseuble future, these changes w1ll e1ther tnltenally and adversely aHect the contmueo 
use of fiber OPllC cable or tnlterially hinder ita 1bllity to acquire neceu.ary technoloo1 ... the eHect of technoloo1cal 
chaMOQ. includUlQ d\angu relating to emeroino wirellne and w" eless uansrrus11on and sw•tchlno technolog1ea, on 
the businesses of the Company cannot be predicted. 

13. S!IBSEOVENT EIJENTS: 

In May 1997. the !Ampany acquUed Eal'tern Telecom International Corporauon !' Eastern'), a provider or long 
d ll'tance tdeconvnunlc.ttions ntvic:u. in a transaction to be accounted for as a IIUtehaae. Tho acQUistoon wa: 
consumtnlted with the luuance of 3.833,272 shares of the Comp1ny's common stock and cash of s 1,500.000. 
Of the 3,633.272 shares issued. 63,492 shares ate held in esaow pending ruoluuon of pUrchUe pr•ce 
conraoeuc:ies. At M.d131. 1997, ENtem had totaiiiMts of t7,352.000 and shareholder' s eQUity of a1.083.000. 
For the e leven month period ended March 31, 1997. Eastern had ravenuea of t20,429,000 and net income-of 
•383,000. 

In May 1997. the Company tcQUired National Tel .. ervlca, Inc. I' Natlonal"l, 1 provider of lono distance j 
telec:ououunicationa aervic:ea,ln a transaction to be accounted for 11 a poollng-oi.Jnterests. In exchanqe for all of 
the out~t~ndino convnon stock of National, the Com~nv i"utd 3,274, 188 shattl of lu common stock, o f which 
156,524 shar11 ere held in aecrow ~ndino ruoludon of purchalt price condnoencles. AI the merger wUI ba 
accounted for under IN pool"'o-of.<nterel'tl method, the historical financial data of the Company will be restated 
to include National dltl. The foUowlno unaudited pro fortnl data sumtn~rizts the combined result.a of operations 
of the Company and Na1lonalaa though the meroer had occurTed It IN ~of the year ended March 31. 1995: 

1 

R<tvenuu 
Net incomt 
Earnlnos per share 

Yc•r Ended March 31 

186.000.000 
(8,674,0001 

(0.73) 

-3e7.sao.ooo 
965.000 

0. 12 

flln•udnedJ 

U9.315.000 
1,630.000 

0.21 

Sub$eQUent to the acQUIJitlons dlecuaed 1bovo, tour principals of Eastern and National wero elected to be members 
of the Board of Directors. In addition, a new Chairtn~n of the Board of Directors and CEO. Chief Financial Officer 
and Treasurer, end Secretary ware elected. The tl4wly elected Chairmen and Chief EJcocut1ve OHicer and Ch11f 
Flnancl1l Officer and Trt~surer formerly served In siml11t cepacltiu for Eastern. The newly elecaed Secre tary 
formerly lttved as President 1 1 d Chief ExtC1.1tlve OH1cer ~I Neuonal. 
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NOWALSKY, B RONSTON & GOTHARD, L.L.I~ 
A TIORNEYS AT LAW 

Ll ON I N()IVAUKY 

BfNIAMIN W BRONSTON 

EDWARD r COTH ARO 

VIA AIRBORNE EXPRESS 

Executive Secretary 

l~ N C AUSf.WAY IIOUUVARO 

M liT AI Rl E. LOUISIANA :10002 
TELEI'HONE. (504) lll· ltaf 
~ACSIMI Lil: 1504) lllo019l 

December 17, 1997 

Florida Public Service Commission 
2450 Schumard Oak Boulevard 
Tallahassee, Florida 32399-0850 

DEPOSIT 

D67 6 .. 

MONICA II IIORNE 

JEFf REY T. CRE.ENBERC 
OICoun .. l 

DATE 

DEC 2~ 1997 

Re: Joint Application of Network Long Distance, Inc. 
and United Wets, Inc. for Approval of a 
Merger 

Dear Sir: 

On behalf Network Long Dlatance, Inc. and United Wata, Inc., enclosed please find 
on original and thirteen (13) copies of the referenced Application Also enclosed Is a check 
in the amount of $250.00 to cover the filing fee. 

Please date stamp and retum the enclosed extra copy or this letter In the envelope 
provided. 

Pie~ call me should you have any questions concerning this filing. Thank you for 
your assistance with this matter. 

Slncerej. -
NOWALSKY, BRONSTON a GOTHARD, LLP. 2088 

OVIIIIAL ACCOUNT 
~ N. CNJSEWAY, SUITE 1.W2 

METAIRIE. LA 70002 
~) 1132·1884 12118197 

PAYTOl, .a; FLORJOA PUBLIC SERVICE COMMISSION • ••2.SO.OO 
ORO~~ ---------------------------------------------------------- •------------

Two Hw.drcd F afty and 0011 oo• • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • ~ • • • • • • • • • • • • • • • • • • 
-----------------------------------------------------------------------~-~ 

L!Jo="' ... 

FILING FEES · NElWORK LONO DISTANCEIUW 
MEMO•--------------------------------- .. 
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