v STATE OF FLORIDA o | | o OR'GINAL
Public $Herbice Commission

-M-E-M-O-R-A-N-D-U-M-

DATE : August 17, 1998

TO Blanca Bayo, Director, Division of Records and Reporting

FROM : Louis J. Yambor, Division of Communications

RE : Docket No. 980909-TX; Application Name Change (2nd revision)

Network Plus. Inc. has sent a second application revision reflecting their correct d/b/a/: Hale and
Father, Inc. Plcasc note this replaces memo dated 7/27/98,

Enclosed is a copy of the revised application.

Thank you.
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SWIDLER BERLIN SHEREFF FRIEDMAN, LLp

WASHINGTON OFFICE e w York OFFICE

3000 K STREET, NW, Sure 00 9 THIRD AVENUE
WASHINGTON, DC 20007.5116 NEw YORK, NY 100279998
TALEPHONE (202) 424.7%00 August 13, 1998 TELEPHONE (117) 758-9500
Facsiutid (201} 424-7647 Facspana (111) 736.9926

YIA QVERNIGHT DELIVERY

Lou Yambor

Florida Public Service Commission

2540 Shumard Oak, Blvd.

Tallahassee, Florida 32399-0870

Re:  Application of Network Plus, Inc. d/b/a Hale and Fathei, Inc. for

AT e v 155 A1) DEIGS

Dear Mr. Yambor:

Pursuant to your request enclosed for filing on behalf of Network Plus, Inc. d/b/a Hale and
Father, Inc. (“Hale and Father”), please find an original and two (2) revised copies of Hale and
Father's above-referenced spplication.

Picase date-stamp and put the docket number to be referenced on the extra copy and retumn

it to the undersigned in the enclosed self-addressed, stamped envelope. Should you have any
questions concerning this filing, please do not hesitate to contact me.

Very truly yours,

=

Kathleen L. an

Counset for Network Plus, Inc.
d/b/a Hale and Father, Inc.

Enclosures

cc: James J. Crowley, Esq. R ! c ' ' V ! D

Phyllis A. Whitten, Esq. (w/o encl)
Abg 15
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FLORIDA PUBLIC SERVICE COMMISSION

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

APPLICATION FORM
for

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

INSTRUCTIONS

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

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

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

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

Florida Public Service Commission
Division of Communications, Certification & Compliance Section
2540 Shumard Oak Boutlevard
Tallahassee, Florida 32399-0868
904/413-8800

5. Once completed, submit the original and six (8) copies of this form along
with a non-refundabie application fee of $250 made payable to the
Florida Public Service Commission at the above address.




1. This is an application for (check one):
(X) Original authority (new company)

(}  Approval of transfer (to another certificated company)
Example, a certificated company purchases an existing company and
desires to retain the original certificate authority.

() Approval of assignment of existing certificate (to a
non-certificated company)
Exampla. a non-certificated company purchases an existing company
and desires to retain the centificate of authority rather than apply for
& new certificate.

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

2. Name of applicant:
Network Plus, inc. d/b/a Hale and Father, Inc. ("Hale and Father” or the
“Applicant.”)

3. Name under which the applicant will do business (d/b/a):
Hale and Father, Inc.

4 If applicable, please provide proof of fictitious name (d/b/a) registration.

Flctitious name registration number:_____ Doc. No. p38839

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

Network Pius, Inc. d/b/a Hale and Father, Inc.
234 Copeland Street

Quincy, Massachusetts 02169

Telephone: 617/788-4000

Facsimile: 617/788-8406

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

Network Plus, inc. d/b/a Hals and Father, Inc. currently does not have
a malling address in Florida. However, the name and address of
Network’s registered agent in Floridais:  NRAI Services, inc.

526 East Park, Tallahassee, FL 32301.

FORM PSC/CMU 8 (11/85)
Required by Chaptar 364,337 F 5. -2-



10.

Structure of organization:

( ) Individual ( ) Corporation

(X) Foreign corporation ( ) Foreign Partnership

( ) Generatl Partnership () Limited Partnership

( ) Joint Venture () Other, Please explain

If applicant is an individus!, partnership, or joint venture, piease give name, title and
address of each legal entity.

Not Applicable.

State whether any of the officers, directors, or any of the ten largest stockholders
have previously been adjudged bankrupt, mentally incompetent, or found guilty of
any felony or of any crime, or whether such actions may result from pending

proceedings. If so, please explain.

None of Hale and Father's officers, directors, nor any of the ten largest
stockhoiders, have previously been adjudged bankrupt, mentally
incompetent, or found gulity of any felony or any crime; nor are any such
proceedings pending.

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

A copy of Applicant’s certificate of authority to transact business in the State
of Fiorida as a foreign corporation is attached hereto as Exhibit 1.

Corporats charter number: 04-3080723 (Federal ID Number)

Piease provide the name, title, address, telephone number, internet address, and
facsimile number for the person serving as ongoing liaison with the Commission,
and If different, the liaison responsible for this application.

Ongeing liainon: Jemes J. Crowley, Executive Vice President, Network Pius,
inc. d/b/a Hale and Father, Inc., 234 Copeland Street, Quincy, MA 02189, Tel:
617/788-4000; Fax: 617/788-8408.

Lialson for Application: Andrew D. Lipman, Esq. & Kathleen L. Greenan, Esq.,
Swidler & Berlin Chartered, 3000 K Street, Suite 300, Washington,
D.C. 20007-5116; Tel: 202/948-8922; Fax 202/424-7648.

FORM PSC/CMU 8 (11/95)
Required by Chapter 364.337 F S. -3




11.

12.

13.

14.

15.

16.

Pleasa list other states in which the applicant is currently prcviding or has applied
to provide local exchange or alternative local exchange service.

Applicant currently Is sesking authority to provide facilities-based jocal
exchange telecommunications services in Connecticut, Georgia, Maine,
Massachusetts, New Hampshire, New Jersey, New York, Pennsylvania, Rhode
island, Tennessee and Vermont.

Has the applicant been denied certification in any other state? If 8o, please list the
state and reason for denial.

Have penalties been imposed against the applicant in eny other state? If so, please
list the state and reason for penalty.

No penaities have been imposed against the applicant In any other state.
Please indicate how a customer can file a service complaint with your company.

Hale and Father's toll free number for customer service s 1-800-225-5089
hours of operation are 24 hours, 7 days s week.

Please complete and flle a price list in accordance with Commission
Rule 25-24.825.

Haie and Father will flle a complete price list with thé Commission in
accordance with Commission Rule 25-24.823 prior to initiating service.

Please provide all avaiiable documentation demonstrating that the applicant has the
following capabilities to provide facliities-based local exchange service in Florida.

A, Financial capability. See Exhibit 2.

Regarding the showing of financial capability, the following applies:
The application ghould contain the applicant's financial statements for the
most recent 3 yeurs, including:

1. the halance sheet
2. income statement
3. statement of retained earnings.

Further, s written expianation, which can include supporting documentation,
regarding the following should be provided to show financial capability.

FORM PSC/CMU 8 (11/85)
Required by Chapter 384,337 F.S. -4 -




1. Please provide documentation that the applicant has sufficient financial
capability to provide the requested service in the geographic area proposed to be
served.

2. Please provide documentation that the appiicant has sufficient financial
capability to maintain the requested service.

3. Please provide documentation that the applicant has sufficient financial
capabiiity to meet its lease or ownership obligations.

NOTE: This documentation may include, but is not limited to, financial statements,
a projected profit and loss statement, credit references, credit bureau reports, and
descriptions of business relationships with financial institutions.

if available, the financial statements should be audited financial statements.

It the applicant does not have audited financial statements, it shall be so
stated. The unaudited financial statements should then be signed by the applicant's
chief executive officer and chief financial officer. The signatures shouid atiest that

the financisl stxiements are true and comect.
Managerial capability. See Exhibit 3.
Technical capability. See Exhibit 3.

(If you will be providing local intra-exchange switched telecommunications
sefvice, then state how you wiil provide access to 911 emergency service.
if the nature of the emergency 911 service access and funding mechanism
is not equivalent to that provided by the local exchange companies in the
areas {o be served, described in detail the difference.)

Halo and Father will negotiate an E$11/811 Interconnection
with the Incumbent LECs that will allow it to complete
011 calls for its customers. Hale and Father will coordinate with the
agency operating the Public Service Answering Point (“PSAP") in each
locality that it serves, In order to assure that 911 csils are routed and
delivered In the manner deaired by the PSAP. In those localities where
E911 service has besn implemented, Hale and Father alsc will make
arrangements for the proper delivery of Automatic Number
identification {(“ANI") and Automstic Location Identification (“ALI")
Information to the PSAP.

FORM PSC/CMU 8 (11/85)
Required by Chapter 384.337 F.S. -5-



AFFIDAVIT

By my signature beiow, |, the undersigned officer, attest to the sccuracy of
the information contained in this application and attached documents and that the
spplicant has the technical sxpertise, managerial ability, and financial capability to
provids altemative local exchange servics in the State of Florida. | have read the
foregoing and deciare that to the best of my knowiedge snd belief, the information
is true and comect. | attest that | have the authority to sign on behaif of my
company and agree to comply, now and in the future, with all appiicable
Commission rules and orders.

Further, | am aware that pursuant to Chapter 837.08, Florida Statutes,
“Whoever knowingly makes a faise statement In writing with the Intent to
misiead a public servant in the performance of his official duty shall be gulity

of a misdemeanor of the degree, punishable as provided in e. 7758.082
and e. 77/' .

Official: / M
Date
Title:
Telephone Number

Address: 234 Copeland Strest

FORM PSC/CMU 8 (11/98)
Required by Chapter 364.337 F.8. -6~




EXHIBIT 1

EXHIBIT 2

EXHIBIT 3

EXHIBITS

Certificate of Authority to Transact Business
Financial Qualifications

Managerial and Technical Capability




EXHIBIT 1

Certificate of Authority to Transact Business
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June 3, 1992

Network Plus, Inec.

300 Crowm Colony Drive

Quincy, MA 02169

Aten: Mr. Robert K. Hale

RE: NETWORK PLUS, INC.

Dear Mr. Hale:

I am plesss to confirm the filing of tha Applicatiom for Carcificace of
Authority on behalf of che above namad corporation in thas State of Florida
on May 18, 1992. 1In evidence thareof, enclosed pleass find evidence of
the filing s» fssued by the office of the Secretary of State of Florida.
We appreciate this opportunity to have been of servica.

Very truly yours,

Assistant to Shefils k. Hawvkina

R/ .
enel.

» { CParmmount (immncations (Logpany




Florida Rplmnom of State, Jim Smith, Secretary of State

Pursuant to the provisions of secucns 0Q7.0502, §17.0802, 807.1508, or §17.1508
Fgg:naum.mmm Wm.bwggmmwmmmmmmamiof
—aszachuseccs in order 10 change

or registered agent, or bath, in the State of Florda. 08T ragtiareg once

I,

L~ .% ’}
'a. The name of the corparation is: - /5
_*—

15. Date of incorporstion _May 18, 1992 Document numbec 238839 <>

2. The name and address of the current registered agent and office:

The Prmt&g EH Qmuug Sn:ml Ing.

L10 North Magnolis Street. 7Tallahasses. FL 32301
3. The name and address of the new registered agent and office:

(™.0. Sox Not Acceptable)
Sersorasion $ervice Compaqy
~h20L Haxs Scxesc. Tallabasese, [l J2J0)
momaﬂ«mdhwﬁnuummqumm«
of its registered agent as changed will be identical.

Such change was authorized by resokution duly adopted Dy its board of directors or Dy
an officer so by the board.

> o e e
/o I‘l Ay B or name
)l DATE

HAVING BEEN NAMED AS REGISTERED AGENT AND TO ACCEPT SERVICE OF
PROCESS FOR THE ABOVE STATED CORPORATION AT THE PLACE DESIGNATED
IN THIS CERTIRICATE, | HEREBY ACCEPT THE APPOINTMENT AS REGISTERED
AGENT AND AGAEE TO ACT IN THIS CAPACITY. | FURTHER AGRES
WITH THE PROVISIONS OF ALL STATUTES RELATIVE TO THE P COM-
PLETE PERPORMANCE OF MY DUTIES, AND | AM PAMILIAR ACCEPT
THE OBLIGATION OF MY POSITION AS AGENT.

By Brian Courtney, as SIGNATURE
it's agent. OATE //(_ 3 Agent)
/
Division of Corporations, P.O. Box 6327, Tallahasses, FL 32314




EXHIBIT 2

Financial Qualifications



STATEMENT OF FINANCIAL CAPARILITY

NMMMMM&W.IMM“DNMN@H
necaseary 0 provide end maintain the teiscommunications operations specified Bis
Application. n addlion to the finencial resources avallable from Hale & Father, Inc.'s
succeesiu long distance opersiions, the Compeny is cumendly raising capitel through a
debt offering. The Company Is wed poshionsd and well quaiified 1 mest the financing
requirements necsssalry 15 anter the Fiorkia locel sschange markst.

Network Pius, ino. dt/a Hale & Father, (nc. does not yet have audited financial
statemenis. By my signature below, |, the undersigned officer, attest to the accuracy of the
unaudiied financial statements fied with the Company’s Appiicstion. | declare that © the
beat of my inowiedge and belisf the inforrnation is trus and comrect.

July 28, 1008



NETWORK PLUS. INC.
FINANCIAL STATEMENTS
FOR THE QUARTERLY PERIOD ENDED
MARCH 11, 1998

INDEX TO MARCH 31, 1998
FINANCIAL STATEMENTS

F-17



NETWORK PLUS, INC,
BALANCE SHEETS
{Unaudited)

March 31, Decumber 31,
1998 1997
ASSETS
CURRENT ASSETS
Cash and cash equivalents $270.761 $1.302.426
Accounts recmvable, nut of allowance for doubtfyl
accounts of $354.041 and $925.964. respectively 16,566,573 16,926,985
Markstable secunbes 65,847 64,649
[nvestmenty 3,570,000 3.570.000
Prepaid expenses sl 414,687
Other current assens 114,89 112476
Total current assets TILULRT .
PROPERTY AND EQUIFMENT. NET 6.719.457 695747
OTHER ASSETS 164,104 102663
TOTAL ASSETS IR IR
L&
LIABILITIES AND STOCKHOLDERS' EQUITY
CURRENT UABILITIES .
Accourss payabls $19,049,701 $17,445.256
Accrued Uabilities 362,908 2250
Ravoiving line of cvedit 1,670,000 4.310.000
Notws payabie 10 swckholkiers 1,753,000 1,735,000
Current portion of debt and capital leass obiigations $31140 5,604,324
Total current liabilities VO T IIEAN
LONG-TERM DEST AND CAPITAL LEASE OBLICATIONS 3,338,438 16305
COMMITMENTS AND CONTINGENCIES
STOCKHOLDERS EQUITY
Common stock, no par value, 20,000 shares authorized,
100 shares issued and outstanding . -
Paid-in capital M 064 283,064
Retainad ssrnings (deficit) (5814571 (5.904463)
Towl stockholders' equity ——
TOTAL LIABILITIES AND STOCKHOLDERS BQUITY _SOean  IWBTE

The accompanying notes are an integral part of the financial siamun®.




NETWORK PLUS, INC.
STATEMENTS OF OPERATIONS AND RETAINED EARNINGS

{Cnaudited)
Thres Months
Ended March 3,
1998 1997
Revenue $28.201.998 $24,740.486
Direct cost of reveniue 18.835.796 19.110436
Gross profit = 3TN T AT
Selling, general and administrative expenses 3.535.050 5.126.368
Depraciation and smortization 467,768 156,499
RO T TIann

Operating income 35303 v pa)
Other income ( )

(ninrest and dividend income a0 21048

Other income, net 21.008 15523

[nwrest expense (2185419 (2510

oy A

Income before statm income taxes 93.053 3o2.0%
Provision for staie income axes . 3540
Nt income L BN
Retained eamings (deficit), beginning (3811.872) 37
Dismbutions 0 stockholders (3.161) {206,001)
Retained sarnings (deficit), ending $03.721.900) _w_

The accompanying notes are an integral pert of the financial satenan.

F-19




NETWORK PLUS, INC.

STATEMENTS OF CASH FLOWS

(Unaudited)

Cash flows from operating scnvities:
Net wncome
Adjustments to reconcils net income to net cash provided
by (used for) opemating activities:
Deprecistion and amortization
(Cain) loss on dispusal of fixed asses
Provision for losses on accounts receivable
Exercise of Tel-Save common stock warrants
{Increase} dacrusse n assets:
Accounts receivable
Prepaid expunses
Other current asets
Other lung-term amets
{Decresse) increass in Labilities:
Accouns payable
Accrued labilites

Net cash providad by opsmting
activities

Cash fiows from activities:
Procesds from disposal of Aixed amets
Capital expenditures
Purchase of marketable securities
Net cagh usad for investing activides
Cash flown from financing acuivities:
Net psocesds from (payments 10} line of credit
Paymants of debt and capiml lease cbligations
Distributions © stockholdern
Net cash provided by (used for) financing
activides

Net incoase (decresse) in cash

Cash at baginning of period
Cash at end of perind

-

The sccompenying notes are an intagral part of the financial stsaments

r-20

Three Months
Ended March 31,
1958 1997

$  91aM $ 276351
467,768 154,495

(7.054) .
UbAS! 32028
- (2,100,000}
113.9%¢ (2.600.950)
(470.564) (2.7M
{2.16)) B2
(61.441) (20,0000
1,604 443 5.402.69
317 507 (453.004)
301421 . ‘TN

16647 -
(238.303) (533,02

_LIM__MEE__

22080 «dallafl




REPORT OF INDEPENDENT ACCOUNTANTS

To the Stockholders of
Network Mus, Ing.

We have audited the accompanying balance shewis of Network Mus, Inc. as of December 31, 1997 and
1996, and the relad statements of operstions and retained sarnings snd cash flows for each of the
three years in the penod ended December 31, 1997 These financial statermens are the responsibility of

the Cumpany's management. Our respunuibility 18 to express sn opinion on these financul statemens
based on our audits.

We conducted our audits in accordance with generally accepted auditing standards. Those standards
require that we plan and perform an audit to obtain reasonable assursnce about whether dw financal
statements are frew of matmrial mustatement. An audit includes examining, on a st basis, evidence
suppornng the amounts and disciosures in the financial statemens. An audit also includes assemsing
the accounting principles used and sigmificant stimates made by management a5 well as evaius

ths overall financial siamement prnentation. We believe that our audis provide & reasonably basis
vur opinion.

In our opinion, the financual statements referred 1 above present (aidy. in all mamrial respects, the
financial position of Network Mus, Inc. as of December 31, 1997 and 1996, and the results of its
operations and its cash flows for each uf the three years ended Decamber J1, l'i%lncodom!gwlﬁ

generally accepiad accounting principles.

Boston, Massachusets
March 11, 1998
(Dual date 1o be determined for discussion of refinancingl



CURRENT ASSETS
Cash and cash equivaleno
Accounts recaivable. net of alluwance for doubtiul

accounts of $925,964 and 5830,000, respectively

Markstable secunties

Prepaid experees
Other current assets
Tutal current assety

PROFERTY AND EQUIPMENT, NET

OTHER ASSETS

TOTAL ASSETS
LIABILITIES AND STOCKHOLDERS EQUITY

CURRENT LIABILITIES
Accounts paysble
Accrued liabilities
Ravolving line of credit
Notes paysbie w swockhoiders
Cutrant portion of debt and capital lsase obligations
Towl current liabilities

NETWORK PLUS, INC.
BALANCE SHEETS

LONG-TERM DEBT AND CAPTAL LEASE OBLICATIONS
CONTINGENCIES

COMMITMENTS AND
STOCKHOLDERS EQUITY
Common stock, no par value, 20.000 shares authorised,
100 shares tssuad and outstanding
Paid-in capieal
Retzinad earninge (daficit)
Toml stockheidery' equity
TOTAL LIABILITIES AND STOCKHOLDERS
QuUITY

Ducember 1.

1297 L. ]
$1.502.426 $2.240 559
16,926,985 14973 878

64,649 61570
3.970.000 2092591

ULS 308.04)

112478 93,000
6957473 3.075.382

102,663 9400

ST IO
SRR G
$17.445.2% $14,023353

2.28.0m 1.933.702
4,510,000 2.000,000
"7’.@ -

5.0 .32 192821

IRy Ty

3.6 051 664004

28 064 83,064
(5.904.463) 3517549
$29 691,301 STLI4SD

W}

The accompanying notss are an insegral pert of the financial statesran®.
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NETWORK PLLS, INC,

STATEMENTS OF OPERATIONS AND RETAINED EARNINGS

Revenue
Direct cust of revenus
Gross profit

Selling, generai and administranve expunses

Depreciation and amortization
Operanng loss
Other income (expense):

Intwrest and dividend income

Other income (expense) ret
[nterest expunse

Income (loss) before state incomae tanes

Provision for state income tanes
Net income (ioss)

Retair.3d earnings, beginning
Distributions to stockhoiders
Retained esmings (deficit), ending

Year Ended December 31,

It. /] 1394 L. |
$98.209.007 $79. 10,648 .03, 9"
78,106,311 5720767 35.064.528
28,.70).695 19,224 460 17,697 651

93,600 338,906 i
“OBETIR maw T
TBRCET TESUT INmETT

s Nno 94,663 202280
2013497 3529519 7,858,700

(357.001) (312.283) (».700)
ORI O YT
(9.079.29) 1473438 4007131

41,730 60,000 CNLzes
$(9,121.046) 141540 $ 1695363
.- I @ - ]
INTMUS 369,084 183400

(601,162) {1.236.84 _u,mm
$5904.363) $381785  $3509054
i ] ]

The accompanying notes are an integral part of the firancial sttemens.
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NETWORK PLUS, INC.
STATEMENTS OF CASH FLOWS

Cash fluws from vperating activities:
Nat incoma (loss)
Adjustments to reconcile net income to net cash
provided by (used for) operannyg activines:
Depreciation and amortization
{Cain) lows on disposal of fixed assety
Provision for 108088 on accounts recmvable
Amortigation of ATAT credits
Exorcise of Tol-save commun stock warrants
received as consideration
Valuation of Tel-Save common stock
walrants
received as consideration
Procends from sale of Tel-Save common
stwck
Gain on sale of Tel-Save common stuck
{[ncresse) decrense 1n assety:
Accounts receivable
Prepaid expenses
Other current asssts
Other long-term asiets
(Ducrease) incromse in liabilities:
Accounis payable
Acerued liabilides
Nat cash provided by (used for)
activities
Cash flows from investing activities:
"rocesds from sale of Axed assets
Precesds from sale of fixed assety I affiliste
Capital expenditures
Purchase of markemble securities
Proceuds from ssie of marketable securities
: Net cash usad for investing
activities
Cash flows from financing activities:
Net procesds from line of credit
Precesds from note paysble
Precesds fsom notes paysbie © stockholders
Procesds from saly and leassback of fixed

aseels
Paymanis on debt and capital lease

Distributions @ stockholders
Nat cash provided by (used for)
financing ecivities

rs

Year Ended Decumber 31,

1997 1296 .}
$(9.121.046) $1.415.438 53,698,363
993,609 $32.632 273814

{(178) IR0 .
4,104 382 1,101 337 887,21

* {1,810,003} (1,436.491)

(1.570,000) (2,800,000) -
2,092,591 (2.092.391) -
4.167.000 -

- (1.367.000) .

(68754 (1584767  (7,967.300)

(106.614) (217 .838) (60,150
(19407 11,110 198,008
(33,183) (12.733) 8440
8,021,900 4,146,491 6,790
Ny (438.301) 659991
(3.384.150) 1,081,338 463,011

’.m - -
. 33,920 125409
(3363.167)  (2.139,089) (859.9%9)
(3.0™ (3.002) .
. 90,000 140751
(3, 357.246) (2014,131) (153,783)
2,310,000 2000000 -

: 1,000,000 .
1,798,000 . -
ILENETT . .

(L11084N (17 419) (LI099)
(601,162) (1.236.4647) (1L990356)
6,002,991 199898 (1,903.,451)




Net increase (decreasw) in cash (73I8.443) 633,142 378,787
Cash at beginning of year 2.240 869 1,607 727 1231940
Cash at end of year $1.502.426 $2.2.0.A69 §1.607.727
Sy S EEEE— b ]
Supplemantal disclosures of cash flow
informanon:
Cash pawd during the year for
interest § 498.176 $ 298078 $ ™30
Income tazes T 1350 gLy 2rs L L
LW By ]

The accompanying nutws are an integral part of the financial statemaents
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NETWORK PLLS, INC,
NOTES TO FINANCIAL STATEMENTS

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Business Activity

Network Plus. [nc (the ‘Company ) 13 a switch-bayed cacrier and switchiess reseller of long distance
telecommunicanuns services, paincipally to small and medium-sized businesses throughout the Urnuoedt
States. Revenuws are denived from the sale of domesnc and intsrnatonal telephone services. calling
cards, debit cards and paging wrvices. The Company uperates two telephony switches, located 1n
Quincy. Massachusents and Orlando, Flonda, and contracts with Speint Communications Cumpany, LP
("Sprint”) to provide swikching and dedicated voice and dats wrvices for a poraon of the Cumpany's
telacommunicanons traffic.

Revenue Recognition and Accounts Recrivable .
Telecommunianon revenuss and sccounts receivable are recognized when calls are completed or
when services are provided. Accounts recmivable include buth billed and unbilled amounts, and are
reduced by an estumate for uncoliectible amounms.

Cash Iquivalens
All highly liquid cash investments with maturities of thres months of less at dam of purchase are
considered to be cash equivalents.

Propesty and Equipment :
Property and equipment are recorded at cost and are depraciated using the streigin-line method

the estimadted useful lives of the assew. Lessshold improvernents are amortised over the shorwr of the
lease terrn or the estimamwed weful life of the improvements. Upon retisement or other disposition of
property and equipment, the cost and relamed depreciation are removed from the sccounts and the
resuiting gain or l0ss is reflectad in samings.

tal Losses
a‘:ﬂmmmwﬂmhsmmmmﬂﬁsdm.m
accounted for a8 acquisitions of assets and incurrences of obligations. Capital lease amortization is
inctuded in depreciation and amortization expanse, with the amortization period restricted to the lease
term. [nasrest on the related obligation « recognised over the luase Brm 5t 4 cOnstant penodic ram.

Usa of Estiimates

The preparstion of financisl siemens in conformity with ganerally accepeed accounting principles
requires management 10 maks estimams and assumptions that affect amounts reported in the financial
statomants and accompanying nows. Actual resulis could differ from thoss sstimates.
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NETWORK PLUS, INC.
NOTES TO FINANCIAL STATEMENTS, CONTINUED

1. SLMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Income Taxs

Effective March 1. 1992, the Cumpany wiectud by the consent of it stockholders to be taxed under the
provisons uf Subchapter § uf the Intemal Ruvenue Cude. Under those provisons. the Cumpany does
not pay corporate federal income taxes on 1ts taxable income. Instead, the swckholders are lable for
ndividual incoma tazes un thear share uf the Company's taxable incorme. The Company continues w
pay state ncome taxes in those states that du not fully recogmize the Subchapter § provision and uame
which coliect certain franchise taxes.

Concentration of Risk

Financul instruments which potntiaily subject the Company to concentrations of credit risk consist
pamanly uf trade sccounts receivable. (n addition, risk eusts in cash depowvited in banks that may, at
timas, be in encess of FDIC insurance limits. Cash balances are managed daily to reduce revolving
credit burrowmngs. The rade accounts recervable nsk is limitad due to the breadth of entties
comprising the Company's custormer base and their dispersion acrose different industnes and
gvographical regions. The Company svaluame the credit worthiness of customan. as appropriate, and
maintaing an sdequate allowance for potental uncollecoble sccounts.

Reclassifications
Certain amounts in the financial steterrenis for prioe years have been reclassified to confurm with tw
current year presentation. Such reclassifications had no effect on previously reported results of -

operations.

L RELATED PARTY TRANSACTIONS

In Ducemnber 1997, the Company's stockholders issusd the Company lnans totling $1.735.000. [rmereme
mhbuumuhwﬂhpﬁmn.(lﬁ&b::nn.lm.:bpmm
There is for I are to be repaid in
e T P e T T o e

Tha Company had a service arrangement through May 1997 with 8 marksting company. the
: i . The
sharsholders of which have a controlling inierest nmm.wwrw

years l;o:nh)l.l -,lﬂudlu.hlmnubnm‘mym
$33.000. $ and $197,000, respectively.
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NETWORK PLUS, INC.
NOTES TO FINANCIAL STATEMENTS, CONT.NLUED

2. RELATED PARTY TRANSACTIONS (CONTINUED}

Office vpace. located in Quincy, MA, 1y leaved from a trust, the beneficiaries of which Are the 1Ame 4y
the stockhnlders of the Company  The Company makey mondhly rental paymens of 535900 [n each
of the vears snding December 31, 17, 1996, and 1995, the amount paid to the trust was $431,000.

3. MARKETABLE SECURITIES

Marketable scurities are as follows.

Decomber )1, 1997
o} " TALYAlus
US uvbligatony $2.649 $2.649
Qther wecunties 62.000 62.000

o3 Ealr_Yalus
US. obligations $2.520 $2.520
Qthar securities 59,030 99.050

RIS T WIS

4. INVESTMENTS AND SALE OF CUSTOMER DILLING BASE
Investmants are as follows:

Decomber 31, 1997

or | A Vale
Tt e oo _usve
Decombur 31, 199
o 3
Tel-Save Warrans $2.092.591 52092591




NETWORK PLUS, INC.
NOTES TO FINANCIAL STATEMENTS, CONTLIUED

i. INVESTMENTS AND SALE OF CLSTOMER BILLING BASE {CONTINUED)

In 1995, the Company 10ld three separate biiling bases of customer accounts to other
telecommumcanons companun for cash totaling approuimately $8.422,000 and warrants to purchase
shares uf cummon stock of Tel-Save Holdings, Inc. (“Tel-Save™) The cash receved was recoenized as
miscellaneous income in 1995 The Cumpany was required t fuifill certain sales voluma obligations i
erder 1o exercise the warmants  As of December 31, 1999, the Cumpany had not met those obligationa
and, accordingly. had ascribed no valua to the warran.

Duning 1996, the Company met the saies voiume obligations io exercise a portion of the outstanding
warrants. Certain of these warrant were inercised and cOmmon stock relatd 0 those warrans were
vold by the Company resulting in net procesds and incume of $1.347.000. The remainder of the
warfants that became exercisable in 1996 were subsequently exercised in 1997  These warnants were
classified a5 investments and were valued at approximawly $2,092,000 at December 31, 1996 wing an
wiablished valuanon model at tha date of valuation. A wial of approsimately 53,489,000 was
recognizad 4s muscellaneous incoma 1n 1996 relating to these warrans.

In 1997, the Company met all of the vbligations necessary W exsrcise the cemaiung warrents, and cashh
payments wtaling $3.570.000 were made o exsrcise all outtanding warrents. In totsl, warrane
exercised in 1997 eniitle the Company to 769,000 shares of Tel-Save common stock, subject to the
tegistration of the shares by Tel-Save. The shares were reyistered in November 1997.

The agresment betwesn Tel-Save and the Company require the transier of ownership of the physical
shares of common stock from Tel-Save o the Company upon the Company mesting cerain
requitements. The Company belleves it has maet thase requirements snd has requesied corsummation
of the transler of ownership, which has yet 1o oceur. The Company is pursuing legal remaedies to
compel Tul-Save to honor the terme of the agresmens.

Upon receipt of the physical shares of common stock, the Tel-Save common sock will be classified an
available~for-sals \n acoordance with SFAS 119. SFAS L1 requirse that available-lorsale investmans
that have readily detsrrenable (air values be massured at fair value in the balance shest and that
unreslized holding gains and lossss for these investments be reporiad as & separsis componant of
stockholders’ squity until restized. At December 31, 1997, the warmnts are valued at the amount of
cash paid in 1997. The 52.1 million valuation recorded in 1996 was reversed in 1997 due to the non-
marketable status of the warrants.
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NETWORK PLUS, INC.
NOTES TO FINANCIAL STATEMENTS, CONTINUED

5. PROPERTY AND EQUIPMENT

December 31,
Estimated 1997 1996

Switching wquipment 5 years $  4.004.889 $ 1513508
Compuier equipment 35 years 2,735 561 948,07
Office lumiture and equipment 7 yuars L2354 1,156910
Purchased software 3 yoanrs 693,507 s
Motor Vehicles 3 yeans 174550 174.890
Leasehold improvement Term of lease 130533 91.677

9,030,994 4,160.299
Luss accumulated depewciation
and amortization (2073419 (L0

$ 6957473 3 Ji'orsﬂ

(n 1997, upon review of the Company's experience and expectations for upgrades and replacemaent of
squipmant, the Company changud the estmated useful life of ity swisching equipment from 12 years
to 3 years. Depreciation expents in 1997 was sppronimately $136.000 more than what would have
otherwise been reported had the change in estimaw not been made. Annual depreciation expense
relatnd 10 these asests will be spprozimately $407.000 more through 2002 than what would have
otherwise bean reportad had the change not besn made.

(n August 1997, the Company entered into a sale and leassback of its swirching equipment The
squipment was sold st book value, which approximame market value. and. corsequently, no gain or
loss was recorded on the sale  The Company has the right to reacquire the equipment at the end of
the lease’s five-year mrm.

P-11



NETWORK PLUS, INC.
NOTES TO FINANCIAL STATEMENTS, CONTINUED

6. ACCRUED LIABILITIES

Acctuwd liabilities cunsist of the followinyg

December 31,
.74 1996
Accrued interest $§ 60D $ 14208
Accrued salaries, wages, commissions and related taxes 297,053 .20
Customer deposit 361,410 124025
Accrued income and franchise taxes 763,30 v ur
Accruwd taaws other than income and franchise 7.5 Irs.oes
Other accrued liabilites 53,10 96.088

$2243.09¢ $1.933.702

7. REVOLVING CREDIT AGREEMENT

The Company has a revoiving line of credit with Flest National Bank for borrowings up to-$7,000,000,
including lettars of credit, which expires on May 31, 1998. Borrowings in excess of $3,000.000 are
subject to a formuls based arrangement based upon a percuntage of accounts receivable. intsrest is
payabie monthiy at the bank’s prime raw or available LIBOR optiore. The revolving line of credit
requires the Company 10 mest certain debt service, liquidity and tangible net worth covenants. At
December 31, 1997, cash borrowings under the line of credis towlied $4.510,000 and letsers of credit
issued in the ordinary courss of business walied $120.000. At December 31, 1996, cash borrowings
under the line wialled $2,000,000 and there were no outstanding letters of credit.  The interest ram on
such borrowings was §.5% at Decernber 31, 1997 and 8.29% at Decemnber 31, 1996. The mazinwem
borruwings under the agreement in 1997 and 1996 were $3,000,000 and $3,000,000, respectively.

r12



NETWORK PLUS, INC.
NOTES TO FINANCIAL STATEMENTS, CONTIMUED

5. DEBT AND CAPITAL LEASE OBLICATIONS

Debt and capital lease obligations consist of the following-

Decomber 31,
1997 196
Nows payable $4,600,000 $433,166
Capiml lsase obliganons 4717373 — 1
77 856,545
Less current porton 3.604.32¢ 192,821
SLSREL 60

The Company issued a promissory note, dated December 1, 1997, 10 Sprink for repaymant of $4.600,000
previously classified as accounts payable. Monthly principal payments are required from ]
February 1998 through the now's maturity on Septamber 1, 1998. irterest accruas at a fixed ram of
9.79% par anrum on the unpaid principal balance and is paysbie monthly.

[n January of 1996, the entwred into a five-yesr wrm loan agreement in the amount of
$1,000,000 at a fixed rate of 5.11% per year, secured by switching equipment. This loan was repaid in
Ocwber 1997. At Decomber 31, 1996, the unpaid principal on the loan was $846,085.

The Company's leases contein various covanants which, among other things, require specified
catios of toml 10 nst worth and nat incoms requiremans.

The Compeny has recsived commitrnents for & 523 miilion revolving credit agresment from Flest
National Bank. The revolving cradit agresment will have a warm of thres yean and will replace the
existing facility. Interest is peyable monthly at the bank’s prime rate or svailable LIBOR options. All
oubanding notes paysbis are planned to be paid in full with procesds from the new facility.

-~



NETWORK PLUS, INC.
NOTES TO FINANCIAL STATEMENTS, CONTINUED

9. LEASE COMMIT..{ENTS

The Company has entered into noncanceilable vperating leases for office space in »everal locations
th eastern Unitwd States. The leases have terounanon dates through 2003 and require the paymm: of

various opetating costs including condominium fees. Rental expense rvlated to the leases for tha yese
wnded December J1. 1997, 1996 and 1993 ware $732.747, 3687.991 and $301.012, rapectively

Minimum leasy paymants for the next five years and thareafter are as (ollows

Year Encted Decarnbae 3L Capuial Leases Qastanng Lasss
1998 $ 1,254,025 $ &80
1999 1,368,037 630408
2000 1,230,331 46,209
2001 817211 87548
2002 245,174 "2
Therssfer . . 73055
Total minimum lesse payments § 3418778 $lo10mm
Less imputed interest 701 400 ‘

Present value of minimum lesse payments 4712378

Lass current portion 1,094 324

Long-term capital lease obiigations L3408

r-14




NETWORK PLUS, INC.
NOTES TO FINANCIAL STATEMENTS, CONTINUED

Croperty and equipment under capital leases are as follows.

Oecember 31,
). 14 %8
Switching equipment $ 3836.889 $ -
Computer equipment 1526572
Office equipment - J.26t
3.363.461 3261
Less accumulated amurtization (S14.89%4) (2670

PR L, . A .15

10. UNEARNED CREDITS

In 1993 and 1994, the Company, through special sales promotions offered th AT&T on thres-year
service contracs, recsived cash based on mantsining snnual sales commitment over a spasific
dollar amourt The toal amounts received from the ATAT promotions were amortised over the

length of sach contract and were fully amortized prior 1o 1997. Amortization of these
credits included in revenus in 1996 and 1993 was $1.510,000 and $3,347 648, respectivety.

11. COMMITMENTS AND CONTINGIENCIES

The Coenpeny is contingently liable as a guarantor on a bank loan made 1 the trust from whom the
Company leases office space in Quincy, MA (ses Now 2). The outstanding balance of the loan st
December 31, 1997 and 1996 is $1,485543 and $1,545453, respectively.

Ceartain of the Company’s intermal computer systems are not Yesr 2000 compliant. ThCompanyh-
bean taking actions 10 correct or replace those systems and expecs 1 succassfully implemant the
systerre and progranuning changss necessary 1o address the Yeer 2000 iseuss during 1998.

1. MAJOR SUPPLIER

Tlqu .mmwummummum
- will expise in 1999. At-rhocmy prior, the Company can tetew
muu-ﬂquldhq—um e event hat renewal dom

Company may be sbie 1o negetiotn equally tarws with othar majer isleconumunications
companies. Should nelther of these alternatives be peseibla. these could be material adverse
impilications for the Company’s Arancial position and operstiens. u-u_-:sw&-i—
o renagotists agresmants arvanily » srowre compatitive pricing, and managument belisves
the Company will be sbie 10 continus 10 renagotiets the agreements. The curren agresmant wis
renagotisted in March 1990



NETWORK PLUS, INC.
NOTES TO FINANCIAL STATEMENTS. COMTINUED

13. EMPLOYEE BENEFIT PLAN
The Company sponsors s 401(k} and profit shanng plan (the “Man™) which 15 open t all eligible
employees under the Man’s provinions. The werrre of the Mlan allow the Cumpany to detsrming 1t

annual profit sharing contribution. Thare were no Company cuntributions to the [lan in 1997 or 1996.
The Company's contribution to the Plan in 1999 was $175.000.
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MANAGEMENT

Executive Officers and Directors

The following table provides certain information regarding the executive officers and
directors of the Company.

Name Age Positioms

Robert T. Hale 60 Chairman of the Board of Directors

Robert T. Hale, Ir. 3l Chief Executive Officer, President and Director

James J. Crowley 3 Executive Vice President, Secretary and Director

Steven L. Shapiro *%  Treasurer, Chief Financial Officer and Vice
President of Finance

Kevin B. Mc(Connsughey 40 Vice President and General Manager of Internationai
Services

Steven Stanfil 44 Vice President of Network Services

Robert T. Hile is s co-founder of the Company and has served as Chairman of the Board
~ of the Company since its inception in 1990. Mr. Hale is a founding member of the
Telecommunications Ressllers Association and has served as chairman of its Carrier Committes.
since 1993 and served as Chairman of its Board from May 1995 10 May 1997. Mr. Hale was
president of Hampshire Imports, the original importer of Laurs Ashley Womenswearto the U.S. and
a manufacturer of exclusive women's apparel, from 1968 to present.

Robert T. Hals, Jr., is a co-founder of the Company and has served as Chief Executive
Officer, President, and Director of the Company sincs its inception in 1990. He was previously
employed by U.S. Telecenters, a sales agent for NYNEX Corporation, from 1989 to 1990, where he
was among the Company’s most successful sales repressutatives. Mr. Hale was 2 sales representative
at MCI from 1988 to0 1989.

James 1. Crowley has served ss Executive Vice President of the Company since 1994 and
became a Director in 1998. He was previously an attornsy st Hale and Dorr LLP, 2 Boston law firm,
from 1992 to 1994.

Steven L. Shapire has served as Treasurer, Chisf Financial Officer, and Vice President of
Finance for the Company since July 1997. He served as Vice President and Controller of Grossman's
Inc., a public retailer of building materials, from 1993 to 1997, and as its Assistant Controiler from
1986 to 1993. Mr. Shapiro served as a certified public accountant with Arthur Andersen & Co. from
1979 to 1986.
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MANAGEMENT

Executive Officers and Directors

The following table provides certain information regarding the executive officers and
directors of the Company.

Name Age Positions

Robert T. Hale 60 Chairman of the Board of Directors

Robert T. Hale, Ir. 3 Chief Executive Officer, President and Director

James J. Crowley R} Executive Vice President, Secretary and Director

Steven L. Shapiro *9 Treasurer, Chief Financial Officer and Vice
President of Finance

Kevin B. McConnaughey 40  Vice President and General Mansger of Intemational
Services

Steven Stanfi | 44 Vice President of Network Services

Robert T. Hale is a co-founder of the Company and has served as Chairman of the Board
" of the Company since its inception in 1990. Mr. Hale is a founding member of the
Telecommunications Resellers Association and has served as chairman of its Carrier Committes.
since 1993 and served as Chairman of its Board from May 1995 to May 1997, Mr. Hale was
president of Hampshire Imposts, the original importer of Laura Ashley Womenswear to the U.S. and
a manufacturer of exclusive women's apparel, from 1964 to present.

Robert T. Hals, Jr., is a co-founder of the Company and has served as Chief Executive
Officer, President, and Director of the Company since its inception in [990. He was previously
employed by U.S. Telecenters, a sales agent for NYNEX Corporation, from 1989 to 1990, where he
was among the Company’s most successful sales representatives. Mr. Hale was a sales representative
at MCI from 1988 to 1989.

James 1. Crowley has served as Executive Vice President of the Company since 1994 and
became a Director in 1998. He was previously an attorney at Hale and Dorr LLP, a Boston law firm,
from 1992 to 1994.

Steven L. Shapire hes served as Treasurer, Chisf Financial Officer, and Vice President of
Finance for the Compeny since July 1997. He served as Vice President and Controller of Grossman's
Inc., a public retailer of building materials, from 1993 to 1997, and a4 its Assistant Controlier from
1986 to 1993. Mr. Shapiro served as a certified public accountant with Arthur Andersen & Co. from
1979 10 1986.



Kevia B. McConnaughey has served as Vice President and General Manager of
[nternational Services for the Company since March 1997, From 1995 to 1997 he was Associate
Vice President of Business Development for Teleglobe [nternational, where he was reaponsible for
work on Teleglobe USA's initial strategic plan, coordinating business development activities with
the RBOCs and negotiating and maintaining various intemational traffic arrangements wiih
International carriers. From 1990 to 1995, Mr. McConnaughey was employed by Sprint international
and held s vanety of product management, intemational carrier relations and marketing positions.
Prior to jorning Sprint ntemational, Mr. McConnaughey was a regionsl manager for US Spnnr'y
international department and held a number of network planning and engineering ponitions with
GTE Sprint and Southern Pacific Communications.

Steven Staufill has served as Vice President of Network Services of the Company since
1994. He served as Vice President of Network Operations at Ascom Communications, a
telecommunication services provider, from 1989 to 1994. From 1983 to 1989, Mr. Stanfill served
in various management capacities at National Applied Computer Technologies, s
telecommunications switching equipment manufacturer.

Each director serves until his or her successor is duly elected and qualified. Officers serve
at the discretion of the Board of Directors. Robert T. Hale, Jr. is the son of Robert T. Hale and Judith
B. Hale, and Judith B. Hale is the spouse of Robert T. Hale. There are no other family relationships
among the Company’s executive officers and directors. No executive officer cf the Company ‘u_ [

party to an employmsnt agreement with the Company.




