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•• • 

1. 

• 
This is an application for (ehoek one) 1 l7JV/~J//~ 

(x) Original autMrtty (new company) FJ[( cO.~ 
( ) Approval of transfer (to another certificated ca.paoy) ~ 

( ) 

( ) 

[Xample, a certificated company purchases 
an existing company and desires to retain 
the original certificate authority. 

Approval of asstgr--.t of ex1sttng certificate (to a 
noncert1f1cated co.pany) 

Exa1~1e. a non-cert1 flea ted c011pany 
pure ases an existing company and desires 
to ret&1n the certificate of authority 
rather than apply for a new certificate. 

Approval for transfer of control (to anothor certt fica ted co.pany) 
[XIIPlt, a co.pany purchases 511 of a 
cert1f1cated co.pany. The to.1ss1on .ust 
approve the new controlling entity. 

2. Name of applicant: 

TVKAX Tcleca..un1eat1ona, Inc. 

3. A. National aa111ng address 1nclud1ng street name, number, post office 
box, city , state, zip code, and phone nUibet . 

1111 West Hocklngblrd Lane- lOth Floor 
Dallas , Texas 7~247 
(214) 634-3800 
B. Fl orida asa11ing address including street name, number, post 
office tox, city , state, zip code, and phone n1111ber. 

1250 E. Hollandale Beach Blvd. , Sulte 700 
Hallendnle, Florida 33009 

(954) 454-8208 
c. Physical address of shared tenant service in Florida Including street 
name, nuaber, post office box, city, zip code and phone nUibtr. 

To be filed a t a lntc r dote wllh the ..:omml11slon 

4. Structure of organization: 

( ) Individual 
( ~ Foreign Corporation 
( General Partnershi p 
( Joint Venture 

FORM PSC/CKU 37 (11/g5) 
Required by Chapter 364 .339 F.S. 

Corporation 
Foreign Partnership 
Li•1 tecl Partnership 
Other, Please explain ___ ___ _ 
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. , • • 
S. If incorporated, p1easo provide proof from the Florida Secretary of State 

that the applicant has authority to operate in Florida. 

Corporate charter number: E9sooooo t985 

6. Name under which the applicant will do business (d/b/a): 

OI'TF.I. 

7. If applicable, please provide proof of ftctltlous nUl (d/b/a) 
registration . 

Fictitious na.e registration number: cos?7sgoot ?2 

8. If applicant is an individual, partnership, or joint venture, please 
give name, title and address of each legal entity. 

N/A 

9. State whether any of the officers, directors. or any of the ten largest 
stockholders have previously been adjudged bankrupt, ~~~ntally inco.petent, 
or found gutlty of a'ny felony or of any criM, or whether such actions 11ay 
result fro. ~nding proceedings . If so, please explain. 

10. Please provide the nue, title, address, telephone n~ber, internet 
address, and facsl•11e nuaber for the person serving as onfolng liaison 
with the Coamisslon, and if different, the liaison respons ble for thi s 
application. 

Michael Katzenste i n 
Ill! West Mockingbi r d Lane- l Oth floor 
Dallas , Texas 75247 
(214) 634-3824 

11 . Please list other states in which the applicant is currently providing or 
has applied to provide local exchange or shared tenant service. 

Tcxntt 

12. Has the applicant been dented certification t n any other stateT If so, 
please l i st the state and reason for dental . 

N/A 

FORK PSC/CHU 37 (11/95) 
Required by Chapter 364.339 F.S. 
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13. 

• • 
Have penalties been iaposed against the applicant in any other stato? Ir 
so, please list the state and reason for penalty. 

No. 

14. Please indicate how a cust011er can file a service c011pla1nt with your 
company. 

OpT~ mai ntains o 1-800 customer serv ice number seven doys o week , twenty
four hour s o doy to res pond to service complaints. 

15. Please provide all available documentation desonstrat1ng that the 
applicant has the following capab111t1es to provide shared tenant service 
in nor1da. 

B. 

c. 

A. Financial capability. see Exhibit _ll__ 

Regarding the showing of f1nanetal capability, the following applies: 

The application should containthe applicant ' s financial statet~ent.s, 
Including: 

1. the balance sheet 

2. 1nc01e stat ... nt 

3. statet~ent of retained earnings for the 110st recent 3 ytars . 

If available, the financial stat ... nts should be audited financi al 
ttatet~ents. 

If the applicant does not have audi ted financial stat .. nts, it shall 
be so stated . The unaudi t ed financial stat ... nts should then be 
signed by the applicant's chief executive officer and chief financial 
officer. The signatures should affirm that the f1nane1al statnents 
are true and correct. 

Managerial capability. Sec E~hibit ~ 

Techni cal capab111ty. Sec Exhibi t ~ 

FORK PSC/CKU 37 (11/95) 
Required by Chapter 364.339 F.S. 
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• • 
AFFIDAVIT 

By~ signature below, I, the undersigned officer, attest to 
the accuracy of the infonaation contained in this application and 
attached dOCUMnts and that the applicant has the technical 
expertise, aanagerial ability, and financial capability to provide 
shared tenant service in the State of Florida. I have read the 
foregoing and declare that to the best of ~ knowledge and belief, 
the inforutton 1s true and correct. I attest that I have the 
authority to sign on behal f of II)' co.pany and agree to CCIIII 1 y, now 
and in the future, w1th all applicable to.l1ssion rules and orders. 

Further. I • ...,.. that pursuant to Chapter 837.06, Florida 
Statutes, "1ltoeYer knowingly .US a false stat1 nt in writing with 
the intent to 111slead a public servant tn the perforwance of hta 
offtctal duty shall be gutlty of a llis~anot of tilt sQCOnd c~egr .. , 
punishable as provided 1n s. 775.082 and s. 775.083•. 

Off1chl: tftlft i 
Title : vr tJII JRV/ 

Telephone Nuaber 

Address : 

FO~ PSC/CMU 37 (11/95) 
Requi red by Chapter 364 .339 F.S. 

-5-



EXIIIIllT II 

• 

OPTEL, INC. AND SUBSIDIARIES 

Consolidated Financial Statements 
Period From January 1, 1995 to August 31, 1995, and 
Independent Auditors' Report 



Deloitte& 
Touche uP 

0 

• 

INDEPENDENT AUDITORS' REPORT 

To 1he Board of Directors of 
OpTel. Inc.: 

• 
Su te 1600 
Te.as Commerce TON<lt 
7200 Rc;s, Avenue 
Obll4s. reus 75201·6718 

We have audited the accompanying consolidaltd balance sheet ofOpTel, Inc. and subsidillfies (the 
.. Company .. ) as of August 31, 1995. and the related consolidated ~tatement of operation~. 
stockholders' equity and cash flows forthc: period from January I, 1995 to August J I. 1995. These 
consolidated financial statemen1s arc the responsibi lity of the: Company's managemc:n1. Our 
rcsponsibi lrty is to express an opinion on these: consolidated financial statements based on our audi1. 

We: conducted our aud it in accordance: with generally accepted auditing st.anduds. TI1osc: standards 
require: that we: plan and perform the audit to obtain rcliSOnablc assurance about whether the financial 
stntemcnts arc: free: of material misstatement. An audit includes examining, on a tc:.st basis, evidence 
supponing the amounts and disclosures in the financ ia l statenu:nts. An audit also includes nsscssing 
the accounting principles used and significAnt estimates made by manAgemenl, AS we ll as ev.llluAting 
the overall financial statement presentation. We believe: that our audot provides • rcawnable basis for 
our opinion. 

In our opmion, such consolidated financial statements prc:sc.nt fairly, in all matenal respects. the: 
financial position of OpTc:l. Inc. and subsidiaries as of August 31. 1995, and the results of their 
operations and their cash flows for the: period from January I. 19115 to August 3 1. 1995, in conformity 
with gc:ncrnlly :tceepted acc:ountmg principles. 

Octob~r 2·1, 1995 (exc:ept for Note 13. 
ns to which the date is January 31, 1996) 

Deloltte Touche 
Tolvnltsu 
lntefllttlonal 



• 
OPTEL, INC. AND SUBSIDIARIES 

CONSOUDATED BALANCE SHEET 
AUGUST 31. 1995 

ASSETS 

CAS II AND CASII EQUIVALEN"IS 

ACCOUN"IS RECEJV AllLE (Net or allo~<~nce fur doubtful IICcollnlJ of S4 7l.218) 

I'KFI'1\ID EXPENSES. DEf'OSrTS AND OlllloR ASSCTS 

Al>VANCES TO EMPLOYEES 

1'1<01'[ RTY AND EQUIPMENT. NET (Nocc 4) 

l i'o'T ANGiliLC ASSETS AND DEFEJlREO COSTS. NI:T {Nolt S) 

10 fA I. 

UABIUTIES AND STOCKHOLDERS' EQUITY 

ACCOUNI'S rAYAOLE 

ACCRUCO I:XI'F.NSES AND OTHER I.IAUII.ITII:S (Note 6) 

CUS ro:.tER DEPOSITS AND DEFERRED RCVENUI;S 

CON\'ERTIIlLE NOTES I' A YAULC DUI: TO STOCt:IIOLOER (NOles I .wl II ) 

11\lllllli'ARWtRSIIIPOOLIGATIONS(Notci 7 .wll) 

I'OlfS I' A ' 'ARLE AND OBLIGATIONS UNDER CAI'ITAL LEASE.<; (Nocc I ) 

Ul I'J'IUU:D ACQUISITION LIAOILITIES (Notes J aftd I I 

('(I~IMITMt:N"IS AND CONTINGENCIES (Notes 3. 9 .will) 

STOCKHOLDERS' EQU ITY (Note 12)· 
l'rcfcned $tr><~. S 01 p>~ •alue: 1.000.000 "'"'es 

;uthofiTcd. none Issued and outs.W\dina 
Clas. A common >lOCk. S.OI p41 vlluc. 2.000.000 lohAtcs 

•uthonud. none inucd and ouiSWidinc 
Clau 0 <ommon >lOCI.. S.OI p>~uluc. 1.000.000 lohAI" 

authonrcd. 11 6.9S91Uucd and ouuandanc 
Acldall~l p.>ld•an apual 
Ao.c"mulaJcd ddicll 

lour Sloct hold«s' cquaty 

fOTAL 

. 2-

• 
S 2.0H.9SO 

I .S9~ . 1 1 0 

&'lS.IJ8 

113.981 

~I.OS9.601 

ss.•~l.266 

s 101.072.076 

s 6.SOU6ll 

US7. 117 

I.~S8. 120 

17.'1~9.690 

991.071 

I.I SI .J)l 

6.1H.29S 

39.S27.SIJ 

1.170 
7&.92UOS 

(10J79JI2) 

s 108.072.076 



l • • • 
OPTEL, INC. AND SUBSIDIARIES 

CONSOLIDATED STATEMENT OF OPERATIONS 
PERIOD FROM JANUARY 1, 1995 THROUGH AUGUST 31 , 1995 

REVENUE: 
Cnblc 
Telephone 

To1al revenue 

OI'ERATING EXPENSES: 
l'rogrnmming 
Telephone service coSIS 
Ro)nhics 1111d o1hcr dirccl coSIS 
General and adminislr.llhe 
Nonrecurring rclocalion and scvernncc costs (Nole I) 
Oeprecia1ion and amonit:~lion 

OPERATING LOSS 

OTIIER INCOME (EXPENSE): 
I n1ercs1 expense 
Interest expense on convcnible noles paynblc due to stockholder (Note Ill 
01her income. nel 

LO<;S OEFORE INCOME TAXES 

INCOME TAX BENEFIT (Note 10) 

NCTLOSS 

NET LOSS PEl{ COMMON SHARE 

WEJGIITED AVERAGE NUMBER OF COMMON SHARES OUTSTANDING 

Sec no1es 10 consolidaled financial statements 

. 3 . 

s 8,782.610 
787.781$ 

9.570.398 

::!,892.-l~ S 
1.007,-166 

900,633 
7.99 1.8·10 
3,819.916 
2.420.397 

(9.46::!.279) 

(349.297) 
(918.501) 

99.936 

( 10.630.1.! I) 

469.502 

s ( l 0,160.639) 

s (105.84) 

88,517 



• 
OPTEL, INC. AND SUBSIDIARIES 

CONSOLIDATED STATEMENT OF STOCKHOLDERS' EQUITY 

PERIOD FROM JANUARY 1, 1995 THROUGH AUGUST 31, 1995 

BALANCE. JANUARY I. 1995 

11SUllnte or stoek upon dcbl conversion. 

net or unamoniztil nun sac lion casu. 
Much J I, 1995 (Nole II ) 

Sal< and issuan<.c or s1oek, July 26. 1995 
(Nolc II) 

Nel loss 

UALANCE. AUOUSTJ I, 1995 

Stt nolcs 10 consolidalcd finoncial Slolernenls. 

Clan B 
Common Stoek 

Shares Par 
Outstanding Value 

39.000 s 390 

61.000 610 

16.959 170 

116.959 s 1.170 -

. 4 • 

• 

Additional 
Paid-In Accumulated 
Capital Doflc lt 

S J,030,856 s (218,673) 

59.204.363 

16,687,486 

( 10,160.639) 

s 78.922,705 $(10.)79.312) 



• 
OPTEL, INC. AND SUBSIDIARIES 

CONSOUOATEO STATEMENT OF CASH FLOWS 
PERIOD FROM JANUARY 1, 1995 THROUGH AUGUST 31. 1995 

Ci\SII FLOWS FRO:'<! OPERATING ACTIVITIES: 
Net loss 
1\dJunmcnu to reconcile nc·tluu 10 nc1 r:lllh now u~d in opcr:uing acth1hect: 

Dcpr«iation and IUnOnint•on 
B>d debt expense 
Nonra:sh interest cxpcruc 
Ch1111gcs in openlling assciJ and liGbilitiC1 n<l of effee~ ofbu~lncu comblnollon.s; 

I ncr= in accounlS rtcclvoble 
O.:crCIUC in prt:paid cxpenus. d<posiiJ Gnd other assns 
lncrca.sc in dc(mcd fr\'Cnuc and other llabilittt.J 
lncrc.ue in •ceounts payable and occrued expense• 

Net CIISh Oows used an oper.ulng ocdvillcs 

CAS II f'LOWS FROM IN VES nNG ACTIVITIES: 
PurChl\SC'S or businesses 
lncr<a>e in intGnJiblc uscu ond dcfmcd cosu 
PurchiUC.S of p<openy and equip<ncnt 

Ncl ti'.LSh nows used in ill't'CSiins ac1i\'flics 

C;\SII FLOWS FROM FINANCING ACTIVITI ES: 
Net proceeds from convcrllblc notes ruyeblt 
Dm<nsc on limit<d plltlnentoip oblill"tions 
Proc,ccdJ (rom tuuancc o( common stock 
l':lymcnt on notes payabl< 

NC1 cash now$ provided by flnlltlcint AClivillt'$ 

Nf.T DI::CR.EASE IN CASH AND CASH EQUIVALENTS 

CASB AND Ci\SII EQUIVALENTS AT llEG!NNINO OF PERIOI> 

(;,\SII AND C,\ S1 I EQUIVALENTS AT END OF PERIOD 

• 

SlJPI'LF.MENTAL DISCLOSUR E OF CAS II FLOW INFORMJI TION {Notes 3 llnd II ) 
CMh pood during lhc period for: 

lntttdl 

Deer«>.<< on deferred tax linbility 

Con' ersron of convcnibl< debt to common )loci;: 

Convc11oblc dd>1 and accrued on1ctCS1 

Common )locl 

AddllsonaJ p:ud-in upitaJ. ntl o r tr.tnsatl•on C'OSU 

~cc not« 10 consohd.tted financial iUUtmcnlJ 

• 5 • 

s (10.1ti0.639) 

2.420.397 
)72.339 

1.020,327 

( 1.376.9U) 
180.)63 
394,99) 

3.028.848 

().620.237) 

(49,Q74,397) 
(608.)4$) 

(21.561.$0$) 

(72. 144.247) 

62,949.~90 

{2. 114.431) 
16,6.!17,65(. 
(4,741,))6) 

72.78 1.$79 

(2,9!l,9H) 

~.0 1 8.93$ 

s 2.035.980 

s 119.725 

s 18.900 

s 1488.4021 

S(60.792. 11 5) 

$ 610 

s $9.204.36) 



• 
OPTEL, INC. AND SUESIDIARIES 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
PERIOD FROM JANUARY 1, 1995 TO AUGUST 31, 1995 

I. DESCRIPTION O F BUSINESS 

• 

OpTcl, Inc .• a Delaware corporntion, and subsidiaries (the "Comp.111y" or "OpTcl") is the successor of 
the cable te levision operotions of Vanguard Communi~tions. l.P. ("Vnngunrd"). Vanguard 
commenced operations in April 1993. On December 20, 1994, Vanguard contributed its cable 
operations to lVMAX Telecommunications, Inc. ("lVMAX"), n wholly owned subsidiary ofOpTcl, 
which at the time of the transfer was wholly owned by Vanguard. l11e contribution to lVMAX \IllS 

made at Vanguard's historical cost. 

OpTel is a developer, operator nnd owner of private cable ~nd telephone systems that utilize ndvnnccd 
technologies to deliver cable television and telephone service to customers in mult iple dwelling uni1S. 
TI1e Company negotiates long-tcnn, exclusive cnble service agreements and non·c:otclusivc telephone 
service ngrcemcnts wit h owners and rnnnager1 of multiple dwelling units, gcnc.rally for tcnns of up to 
IS years. 

During the period from January I, 1995 to Man:h 31, 1995. the Company was wholly owned by 
Vanguard. On March 3 1, 1995, VPC Corporation ("VPC") (a wholly owned subsidanry of Lc: Groupe 
Videotron hce ("Videotron") ·II Canadian company), acquired 11 66.75% interest in the Company (sec 
Note II). 

During the period, the Company relocated its corporate head(Junners nnd began relocat ing its cusrorncr 
service centers. As a result o f these reloc:nions. significant nonrecurring cost.s were incurred prim:uily 
relating to severance costs of former employees nt the previous locations and relocation and recruiting 
costs of employees nt the new location. 

The Company elected to change its year-end to August 31 from December 31 to confonn to tl1at of its 
new majority stockholder. 

2. SIG NIFICANT ACCOUNTING PO LICIES 

Principles of Consolidation · The consolidated financial statements include the accounts ofOpTel nnd 
its wholly owned subsidiaries and majori ty-owned partnerships. All significant iruercompnny accounts 
and trnnsnction.s have been eliminated. Amounts due to minority partners are included in limited 
partnership obligations (see Note 7). 

Propury anrl Equipmmt · Property and equipment nn: s1:11ed at cost, which includes amounts for 
materia l and applicable labor and overhead. During the period from January I, 1995 10 August 3 I, 
1995, OpTcl cnpitnlized direct labor nnd overhead costs of$4,075,000. When assets nrc disposed of. 
the costs and related accumulated depreciation on: removed end any resulting gain or loss is reneeted in 
income for the period. Cost of maintenance and repairs is charged to opcrntions ns incurred; sig.nificnnt 

• 6 . 



• • 
renc"Jis and betterments arc :.npitaliotcd . Dcprcc rauon rs calcu lnted u ~rng the str:ught· lrnc method O\Cr 

th~ <:Sit mated useful "' cs of the 'arious cia sse:' of propeny and ~uipmcntn\ foiiO\\S 

llc:adcnds 
T clcphonc switches 
Distribution systems and enhancements 
Computer softw:ue and equ ipment 
Office furniture and fixtures 
Vehicles 
Leasehold improvements 

IS )cars 
10 ye~rs 
15 years 
7 )cars 

10 yurs 
5 years 

Life of lease 

lmun~;ibl~ A.ssr/S . Organi2;;1tion costs. financing costs. costs associated with licensing fees and 

commiuions paid upon the execution of right·of·entry agreements to provide cable nnd telephone 

service to multiple dwelling units. and the excess ofpurchllSe price over the fair ,·nlue of tangible nssc:ts 

acquired arc amonioted using the straight-line method over the folio" ing estrmatcd useful lives. 

Goodwill 
Licensing fees and rights of entry costs 
Organiz.ation cosu, finnncrng costs and other 

Noncompete ag.rcemcnts 

20 yearS 
l.ife of contract 

2 l() S )C:8rS 
Life of agrc:crnent 

Management routinely evaluates its recorded investments for i mpairment and believes the investments 

to be recovc:mblc . 

F~tluu/ anti Statt'lncam<' Tu<'s · The: Company and its corporate subsrdrnrrcs file n consolrdnted 

fedc:mllncomc lilA return. Deferred tn.~ assets and liabilitres arc recorded ba~d on the drfTcrcncc 

between the tnx bases of nsset.s and liabilit ies nnd t.heir carrying amounts for financial reponing 

purposes. referred to liS temporary differences. Provision is rrudr: or benefit rc:cognioted for deferred 

taxes relating to temporary d ifferences in the recognition nf expense and income for financial rcpon rng 

purposes. To the extent a deferred ln.>t asset docs not mc:c:tthr: criterion of"more li~ely th1111 not" for 

realization, o valuation ollowonce is recorded. 

Co.Jh and Cosh Equi••a/t'nts. Cash and cash equivalents of the Company ore composed of demand 

deposits "nh b:111ks :1nd •hon-tcrrn investments with maturrtrc:s 111 the date o f purchase of thrc:c m onths 

or less. 

Rl'••mu~ Ruognitlon · The Company recogni~s revenue upon delivery of c:able progmmming and 

rclr:phonc: service: to subscribers OpTc:l typically bills customers in advance for monthly cable: 

services, "hich resu lts rn the deferral of revenue: until those services arc provrdcd. As of Augun 31, 

1995, the Company hod deferred revenue ofS 1,127,0 IS relating to future monthly service. 

Nd Loss Pu Comnron Slrart: ·The computation of net loss per share is based on the weighted aver11gc 

number of common shares outstanding durrng the period. The $60,000,000 of debt which was 

convened to 61.000 shares of Com pan)' Stoc~ on March J I, 199S, is included in shares outstanding as 

11 11 were conven ed on the date of issuance (>cc Note II). TI1c: net los~ per common shnrc,assuminll 

full dilution, is considered to be the same as prima.ry since the effect of the convi!nible notes 

outstanding as of August 31, 1995. "ould be nntidiluth•r: . 

. 7. 



• 
3. ACQUISITIONS 

On December 28, 1994, thc Company acquired the stock of the opc r~ting subsidiaries of InternatiOnal 
Richey Pacific Cablevis ion, Ltd. ("IRPC") by assuming approximately S IS,SOC.::oo in liabilities. 
issuance of a note for S I ,000,000. payment of appro:~: imntcly S800,000 in cash aud issuance: of a 
warrant for the right to purchase un its in Vanguard. I RPC mny exercise the warra111 through 
December 28, 1997,nt n price of S 1,250,000. Witl1in the exercise period, Vanguard may call the 
warrant at a price of $4,000,000. If the warrant is neither exercised by I RPC nor coiled by Vanguard, 
with in 90 days oft he expiration of the exercise period, IRPC may putt he warrnnlto OpTel at a price of 
S 1,000,000. The warrant is recorded by OpT clot its obligation under the put option of SI.OOO,OOO at 
August 3 1. 1995. Additionally, the $1,000,000 note payable is due to IRPC nne year after c los ing nnd 
is subject to adjustment based on the actual nmoum of I\S$Umed liabilities. Titc combined nrnounts due 
to IRPC nrc included on the accompanying consolidated balnnce sheet in dcfwed acquisition liabilities 

On January II, 1995,the Company purchased the assclS ofEaglcvision. n division ofNntionwide 
Communications, Inc. ("NCI"). The purchase price consisted ofS 15,200,000 in cash, the ~ssumption of 
approximately Sit 0,000 of liabilities and 11 deferred payment due: tO NCI of not less than $6,000,000 
and not more than S IO.OOO,OOO based on the profitability of the Eaglc•••$iOn assets with certain 
adjustments. This deferred payment sha ll be payable :11 NCI's option either. (a) following the sole of nil 
or substantially oil of the Eaglevision assets or the sale ofo majority of the outstanding voting copit31 of 
the OpTcl subsidiary which acquired Eaglevision assets ton third pany who tS not an 3ffiliate. or (b) at 
the conclusion of the fifth or sixth ycM following the BC'"'!Uisition. lltis deferred payment is carried on 
the balance sheet in deferred acquisition liabilities at the net present value: of the es1im11ted finn! 
payment with on accret ion of interest recorded to operations. As of the date of acquisition the cstirnnted 
payment due was S6,000,000 with:. net present value o f$3,928,500. During 1995, thc Company 
accreted S128.2 12 of interest. E:~glcvision 's operations arc: located in the Houston. Texas, nrcn. 

On June 30, 1995, the Company purchased the stock of Sunshine Television Entenninment, Inc. 
("Sunshine") for approximately SS,SOO,OOO in ca.sh ond the assumption of opproxinuuely S350.000 of 
liabilities. Sunshine's operations arc located in the Miami, Florida. nren. 

On July 31, I '.195, the Compnny purchased the assets from certain partnerships controlled by Interface 
Communications Group. Inc. ("Interface") for approximately $8,900.000 in cash and the assumption of 
approximately :030,000 of liabilities. TI1e opc:rntions of Interface nrc located in the Denver. Colorado, 
area. 

On August J I, 1995, the Company purchased the partnership interests ofTrinx Associates V L.P. 
(" friax"),n Colorudo Limited Partnership for Sl 5,200,000 cash and the assumption of approximately 
SIOO,OOO in liabilities. The operations ofTriBX arc located in the Chicngo, Illinois. area. 

The above acquisitions were accounted for using the purchase method of accounting, and accordingly, 
rcsuhs of opertllions of the acquired properties arc included in the accompanying consolidated financial 
statements from the dates of acquisition. 

I he purchase pnce of certain of the nbo"e =cquiSitlons arc subject to finn! adJUStmentS for such item) us 
wor ~in c capi tal balances and number of subscribers . 
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4. PROPERTY AND EQUJJ>MENT 

Propeny nnd equipment consisted of the following nt August 31, 1995: 

Headcnds 
Telephone switches 
Distribution S)'stcms and cnhnneemcnts 
Computer softw:ne nnd equipment 
Office fumiture and fixtures 
Vehicles 
Leasehold improvements 
Construction in progress 

Less nccumulated depred ation 

5. INTANGIBLE ASSETS AND Df.FERilED COSTS 

Intangible assets and deferred costs consisted of the following .nt August 3 I, 1995: 

Goodwill 
Licensing fees and rights o f entry costs 
Orgnnization costs. finnncing costs nnd other 
Noncompete agreements 

Less accumulated arnonizntion 

6. ACCJWEI> EXI'ENSES AND OTH ER LIABILITI ES 

Accrued expenses nnd other .liabilities consisted of the following at August 3 I, 1995: 

Professional fees 
Salaries, benefits and other employee-related 
Severance agreement 
Other 

7. LIMJTEO f'ARTNERSHrP OBLIGATIONS 

s 18,281.508 
2.53:S,.t97 

15.3)7.801! 
1.205.405 

639.30 I 
1.13.5.81·1 

408.002 
9.903.862 

49.447, 197 

(1.387.596) 

$48.059.60 I 

s 41,907,574 
13.378.382 

872.382 
450.000 

56,608.338 

(1.165.072) 

s 55,443.266 

St.249,810 
1,109,059 

363,<663 
2.064.585 

$4,787. 117 

·n,c ComJlnny. usn result of the acquisition from IRPC, is n general panner in hmitcd pnnncrship 
investments (the "Pannerships"). The operations of these Pannerships have been consotirlnted wi1h 
those of the Company. 

. 9. 
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The Company ha.s the option to purchase the interest of each limited pnnner at defined amount\ rangmv 
from I 10% to 14()4/o of each limited panner '! inili I capital contribut ion for the first four yen" nlthc 
Pannership agreements nnd c:m be required to purchase the interests at the end o f the fifih year at I SO~. 
of the initial capital contribution . ·n tc l'annership agreements funht:r provide tlu.!, at the option uf the 
limited panner. the Company is obligated to repurchase, within the first year, a limited panncr's 
investment :u :1 price equal to the limited pnnncr's initial capital contribution. less cash previous I) 
distri buted . 

During the period from January I , 1995 to Augus t J I, 1995, OpTcl paid S2,1 14,·13lto repurchase 
ccnain Pannership obligations and at August J I , 1995, had entered negotiations to repurchase the 
remaining obligations. As of August 31. 19')5, $991,071 was accrued for the repurchase o f these 
remaining Panncrship obligat ions. 

8. NOTES PAYABLE AND OBLIGATIONS UNDEI{ C APITAL U:ASES 

Notes payable and obligations under capital leases consisted of the following at August 3 1. 1995: 

Installment notes payable bearing interest at rates ranging from 7.75% to IJ% 
per annum. substantially all collatcraliu:d by transponntion equipment 

Notes paynble benring interest nt rates ranging from I 0% to II% per nnnum. 
substantially all collateralized by assets of private cable television systems 

Unsecured note pnynblc bearing int.crestnt 8% per annum 

Olher notes payable: collntcrnli~ed by miscellaneous assets 

Obligations under capital leases 

Aggregate maturities of the Company's indebtedness arc as follows: 

Convertible 
Notes Payablo Notes Payable LlmiiA!d Deferred 

and Duo to Partne,.hip Acquisition 
Obllgotlona Under Stockholder Obllgatlon5 Uabilltloa 

Capital Leaaes (Note11J (Note 7) (NolA! 3) 
Fiscal year 

ending: 
1996 s 698,237 s 17.949,690 s 560,008 $1,01 7.583 
1997 5 17,654 431 ,063 
1998 3 17,787 1,000,000 
1999 263,891 
2000 44,593 6.000,000 

Thereafter 16, 190 

Totals s 1.858,352 s 17,949,690 $99 1,07 1 $8.01 7.583 

s 148.350 

362,651 

446.7:! 1 

64,686 

835.94 -1 

s 1,858.352 

Totals 

S20,225.S 18 
948.7 17 

1,317,787 
263.891 

6,044,593 
16,190 

s 28.8 16,696 

lltc deferred acquisition liabilit ies include interest that wi ll have been accreted as of the payment date . 
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The Company leases office space and c:cnain equipment under operating and capital lenses. Tin~ lease~ 
generally !.ave initial temts of 3 to 20 )·ca rs, 

Tile amount of capital leases under wh ich equipment is lensed nt August 31. 1995, consists of the 
following: 

Amount of equipment under capital leases 
Less accumulated nmonizat ion 

$ 925. 10) 
(93,962) 

s 831.1 43 

Minimum future obligations on lenses in effect at August 31, 1995, consist o f the following: 

Fiscal year ending: 
1996 
1997 
1998 
1999 
2000 

Thereafter 

Total minimum lease pnyrncms 

Less nmoums representing interest 

Present va lue of minimum future lcnsc payments 

Operating 
Leues 

s 933,209 
880,175 
835,578 
768,839 
628,486 

3,168,965 

$ 7,215,252 

Capllllt 
Lea•es 

s 313,489 
289,333 
269,20 I 
219,849 

17,527 

1,109,399 

(27).455) 

s 835,944 

Rental expense under opcrnting leases for the period ended August 31, 1995, was approximately 
$616,000. 

9. COMM1n 1ENTS AND CONTINGENCIES 

Employment am/ Consulting Agruments - AI August 3 1, 1995, the Company hnd employment 
agreements with ccnain executive employees. In general, the agreements SUite that if employment is 
tcmtinatcd due to change of control or without cause. the employee is entitled 10 a separation pnyment 
equal to 3 to 12 months of the employee's annual salary, in addition to accrued and unpaid 
compensation through the termination date. Ho\1/cvcr, stipulations for termination payment and 
payment terms vary. During 1995, the Company paid approximately SI,S90.000 in severance. 

The Company also maintains consult ing agreements for services relating to its business and opcrntions. 
Provided the consultants are in compliance with their respective agreements, toUtl compensation of 
approximately S460,000 will be paid through 1997. 

Both the severance costs and the consult ing fees described above arc substantially the result of the 
Company's acquisitions (sec Note 3) and the acquisition o f the Com pliny by VPC (see Note I) . 
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,\f anugrment Agranr~nts • The Compnny hns entered into two agreements with fom1er owners of 
ccrtnin acquired assets to provide interim maJlagcm: nt and cenain accounting scr,ic. s until such 
activities arc assumed by the Company. The agreements. which expire during 1996, t3ll lor paym ent 
fo r these services based on the number of customers and the Je,•cl of monthly acuvity. Payments undt·r 
these contracts arc npproxinmately $200,000 per month. 

Lc~:al- The Company is n defendant in certain lnwsuits incurred in the o rd inary course of business. II 
is the opinion of the Company's management that the outcome of the suits now pending will not hnve a 
material, adverse effect on the operations, cash flows or the consvlidntcd financial position of the 
Company (sec also Note 13) . 

10. INCOME T AXES 

Tiu: cumulative losses of Vanguard incurred prior to the transfer o f its assets to the Company on 
December 20, 1994, have been reported in the individual income tnx returns of Vanguard 's partners. 
Upon transfer, the Company recorded deferred taxes for the difference between the tnx nnd book basi~ 
of the assets. which was not material. Upon acquisition of the s tock of the IRPC subsid iaries, a 
deferred tax liability of $488,402 wns recorded to recognize the excess of the basis in the nssets fo r 
financial reporting purposes over ihc ta.~ basis for the net assets acquired . During the period, the 
Company DCCI!mulnte4 !oms $Uffi~ient to offset these dcfmcd !igbilitic$; I!Ccordingly, l! !M ~ncfit 
was recorded in the Statement of operations. Additionally, during the period, the: Compnny incurred 
S 18,900 of federal and state i ncome tax expense:. 

As of August 31, 1995. the Company had n deferred income tnx asset resulting from the tax efTeclS of 
significant temporary differences primarily anributable to net operating losses accumulated of 
approximately S9,000,000 offset by the excess of tax depreciation and amortizat ion as a res ult of the 
use of accelerated depreciat ion and amortization of fixed assets and intangibles. The net deferred! 
income tax nssc:tufler applyi:ng the Company's stntutory rate of34o/o is approximately SJ ,IOO,OOO. The 
Company is unable to determine whether these accumulated losses will be utilized: accordingly, 11 

valuation ollow;mce hi!$ ~en provided. The ~hongc in the Com pany's villuation ollow!IJ1tc lor th·e 
period from January I, 1995 toAugust 31. 1995, wns S3.100,000. 

TI•e Compr ny 's tax net operating losses of npproximatcly S9,000,000 expire through the year 201 0. 

II. CONVERTIBLE NOTES PAYABLE DUE TO STOCKHO:LOER AND STOCK ISSUANCE 

From December 22, 1994 through March 3 1, I 995, the: Company borrowed S60,000,000 from VPC 
under n Senior Secured Convertible Note Agreement. ·n1e note, with an original maturity of June 30. 
1996. and the accrued interest of S792, II 5 for the period from December 22. 1994 until conversion on 
March 31. 1995, was converted to 61,000 shares o f common Slock of OpTcl on March 31, 1995. 
Concurrently, VPC purchased 5,750 shares ofOpTel's common stock from Vanguard. As n resull of 
these trnnsnctions, VPC owns 66.75Yo ofOpTel common stock. Addi tionally, the Company incurred 
S 1.587. 142 of costs related to this convers ion of debt which wa5 charged to additional paid- in cap ital. 

On July 26, 1995, VPC invested $24,999.504 in the Company of which $16.687,656 represented VPC's 
purchase of an additional 16,959 shares of OpTcl common Slock and S8.311,848 represented n 
convertible note pnyablc due to VPC. The S8,3 11,8<18 bears int·crest at 15°/o nnd is convertible to 8.447 
shares of common stock at the option of VPC on November I 5, 1995 (extended to January 29, 1996) . 
In connection with the July 26, 1995, equity cnll, Vanguard has the option to fund its portion to 
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mamtnin its ownership interest at 33.:!5% by November IS. 1995 (e).! ended to January 29. 1996). lloc 
Company is required 10 usc: the proceeds from nny Vanguard conuibution 10 repay 1hc convcniblc note 
AI August 31, 1995. S 126.366 of accrued interest had been recognized. 

Additionally, on August 30, 1995. the Company entered into aS I 5,000,000 convcnible note" ith VI'( 
bearing interest it I 5Yo with principnl and interest due: on demand. As of August 3t 1995, S9.S 11,456 
was advanced 10 OpTel under the note, and on Septcmber II. 1995. the remaining SS.488.S-14 wns 
advanced. 

12. STOCKHOLDERS' EQUITY 

The Clnss A Common Stock (~Class A stocl..") and CIDSS 0 Common Stock ("Class 0 stocl.. ")of the 
Company arc identical in all respects and have rqual powers, preferences, rights and privileges e"ccpt 
that each holder of Class A stock shall be entitled 10 one vote for each share of Class A stock held, nnd 
each holder of Class B stock shall be: entitled to ten votes for CliCh share of Class IJ stock held. VPC 
and Vanguard (and their affiliates) ore the only J>c:mtiucd holders ofCI~ss B stock. Any Class B stocl.. 
that is either sold or transfrOTed to any pany other than tloc: pc:moittc:d holders automatically convens 10 n 
like: number of shares of Class A stock. 

13. SUBSEQUENT EVENTS 

During December 1995, the Company entered into n definitive agreement to purchru;c the: assets of 
Telecom Master L.l'. and Telecom Satellite Systems Corporation ("Telecom") for approxinootcly 
$5.600,000 in cash. The operations ofTelccom arc located in the DaiiBs, Texa~. area This acquisition 
was funded on January 31, 1996, through proceeds obt:~ined from VPC in the form of a c:onvcnible 
note. This debt bears interest at IS% and is due on demand. 

The Company has continued its construction and acquisition progoams. To fund these programs. since 
August J I. 1995 through January 31, 1996, the Company entered into additional convcniblc: note 
agreements with VPC totaling $20,000,000. Total bonowings from these notes through January 31, 
1996, totaled Sl 7,750,000. Tiois debt bears interest at IS% and is due on demand. 

On January 29, 1996, Vanguard filed suit against Videotron and ccnain subsidiaries ano officers of 
Videotron (including directors of the Company), alleging among othrr things that cenain agreements 
entered into by other subsidiaries of Videotron improperly restrict the ability of the Company to opc:rnte 
in certain significant geographic locations in the United Statts. Vanguard seeks, for Itself nnd the 
benefit of the Company, injunctive rel ief, specific pc:rfonnancc nnd damages aggregating $450 million. 
TI1c: Company is a nominal defendant in this litigation, and no damages or other relief i~ being sought 
agninstthc Company. 

• ••••• 
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EXHIBIT B 

Managerial Capability 

OpTel's parent company. Le Groupe Videotron of Montreal, Canada has 
established a growing business in the United Kingdom and In Canada. 
OpTel will have access toLe Groupe Videotron's technical resources and the 
benefit of the parent company's intimate knowledge of the telecommunications 
industry. 

In the UK. Vldeotron Holdings Pic. was licensed as a Public 
Telecommunications Operator in London. England in 1991 following the Duopoly 
review in the UK. After spending $2-$3 million per week on infrastructure. 
Vldeotron Holdings PLc.now provides 120.000 telephone exchange lines to 
residential and business customers. a number that grows by 800 to 1000 lines 
per week. As a provider of both CATV and telecommunications services 
Vldeotron Holdings PLc. employs over 1000 permanent staff. In Canada. 
Videotron Telecom currently operates a 2500 km fiber optic telecommunications 
network. 

In addition to the strong support that OpTel will have from its parent company. 
three key individuals in the OpTel's senior management team have previously 
contributed to the establishment of the telecommunications bus1ness in the UK. 
Rory Cole. OpTel's COO. and Julian Riches. OpTel's CFO. have been a key 
participants in Vtdeotron's top management committee. Louis Brunei. OpTel's 
CEO is also the CEO ofVIdeotron Pic. Mr. Brunei is a 19 year veteran of 
Videotron who has been developing the integrated CATV and 
telecommunications business s1nce 1990. 
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EXHIBIT C 

Technical Capability 

OpTel provides telecommunication services to multi-family residential housing 

customers In several markets In Texas. As such, the necessary access to 
technology has been established. Switching systems, transmission systems and 
local distribution wiring Is all part of the R-STS infrastructure currently in place. 
On-going relationships with competitive equipment vendors ensure multiple 
sources of the latest technology and security of supply of all key network 
components. 

Vendor relationships include. Fujrtsu. Norte! and Ericsson In switching, AML 
Wireless and Omnivision for microwave systems and Pirelli, Anixter, 
Antec!Telewire for fibre and copper plant. There are many others supplying a 
wide range of products used in the deployment of telephony. 

Technical design, engineering, installation and maintenance staff are 
permanently employed by OpTel, in addition to a range of contract workers who 
provide move. add and re-arrangement services in response to customer 
demand. 
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April 17, 1996 

OEPOS!l THEA.., tl"!' "11111 
VIA FEDERAL EXPRESS DELivERY 

Mr. Thomas E. Williams, Engineer 
Bureau of Service Evaluation 

·Florida Public Service Commission 
Division of Communications, Certificati11n and Compliance Section 

J'~;.apnoa Circle Office Center - 2540 Shumard Oak Boulevard 
'l,.;~~&IJ.tLiw$«, Florida 32,399-0866 

. . . 

(6) copies of TVMAX Telecommunications, Inc.'s 
services in the State of Florida. As we disciWtd on 

ons, Inc. will notify you of the locations where 

the florida Public Service Commission in the amount 

.... ~ .......... ·ror your assistance in this matter. Please call me nt (214) 634-3829 if you 
questions or require any additional information. 

T.illlil•l>~i~ '!'~"::'.~ T•lecommunlcatlon•, tno. 
' 1 11 t.IOCIONGBIRO LH. SUITE 1130 

OAUAS. 1X 7N47 
(21 4) 1)4 3100 . 

1Ho/too DOLLARS 
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131~ 

01Jlt2' . 
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4 / U /U 
0*01 NoiiJI,MT : 

~~JRq~ 'PUBLIC SERVI CE COMM11119 H 
. ' OAI BLVD . 

v~•aT. 'CIRCLI OFFI CI CIHTZR 
~..-.~~~•.DIIZI!! , PL 32399-0I U 

·····••10 0.00 
I 
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