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Elackman Kallick Bartelstein LLP 
A member cd nlB Intcrnatlonal 

We have campiled the accompanylng balance sheets of Access Orre, !ne, as of 
Decem bet 31, 2004 and 2005, the related statements of income, stockhddev' equity 
and cash flows for the years then ended, and the accompanying supplemental 
information contained in t h e  rchedule o f  operallng expenses, which is presented only 
for supplementary analysis purposes, in accordance with Statements on Standards for 
Accounting and Review Services issued by 'the American Irlstltute of Certified Publlc 
Accountants. 

A compilation i s  limitad t o  presenting in the form of flnanclal statements and a 
supplementary stheduk information that is the representation of management. We 
have not audited or revlcwed the accompanying financial statements and 
supplementary schedule and, accordingly, do not express an oplnion or any other form 
of assurance on them. 

March 29,2005 

Trustad burlfiarr advirors 



Access One, Inc. 

Balance Sheets 

December 31,2004 and 2003 

Current Assets 
Cash 
Receim bles 

Cu5tm”s (Net of allowance k t  doubtful 
accounts of 1 

Unbilled receivables 
Due from vendori 
Ccmmissions 
Other 

2004 zoo3 

Total Curfent Assets 

Furniture and Equlpment (Net of accumnllated depreciation) 

Other Assets 
Deferred line inflatlation coSltr5 (Net of 
accumulated a mo Ri zatlon) 

Customer acquisition costs (Net of accumulated 
amortlzatlon) 

Custcu” list (Net of accumulated amortization) 
Deposits 

Total Other Assets 

See accountants’ compilation report. 
The accompanying notes are an Integral part of the financial statements. 
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Ex h i bit,A 

2004 2003 
Current Liabilities 

.Accounts paya bla 
Accrued operations and support expenses 
Customer deposits 
Capital lease obligations due within one year 
Sales tax payable 
Other payable 

Tot a I C u r IC nt Li a bi 1 it ies 

Stockholders' Equity (Exhl bit C} 
Comman stock -Voting - No par value; authorized - 
Addittonal paid-in capital 
Retained earnings 

Tota I Stockholders' Equity 
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Exhibit B 

Access One, Inc. 

Statements of Income 

Years Ended December 33,2004 and 2003 

% of Operating 
Amount Reve n ues 

2004 2003 2004 2003 

Operating Revenues 

Opefaling Expenses 

Operating Income 

Interest Income 

lo55 on Sale of Equipment 
1 

Income before Cumulative Effect 
of a Change In Accounting 
Prhclple 

cumulative Effect on Priur Years of 
Rehatthe Appllcatlon of  
Change in Accounting Principle 

Net In came 

Pro Forma amounts, Afiwmin,g Retraac 

See accountants' cam pilaliotl repoR, 
The accompanying notes are an  Integral part ofthe financial statements, 
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Exhibit C - 
Access One, Inc, 

Statements of  Stoc kholde r5’ Eq ulty 

Years Ended December 31,2004 and 2003 

Add it ion a I 
Common Stock - Voting Paid-1 n Retained 
Shares Amount Capita I Ea r n i ngs 

Balance, December 31,2002 
Dividends declared 
Net income (Exhibit B) 

Balance, December 31,2003 
(Exhibit A) 

Dividends declared ‘ 

Net income (Exhibit I3) 

Balance, December 81,2004 
(Exhibit A) 

. 

%e accountants’ compilation report. 
The accompanyin8 notes are an integral part ofthe financial statements, 



Access O m ,  Inc. 

Statemefits of Cash Flows 

Years Ended December 91,2004 and 2003 
- ... __ 

2004 2003 
Cash flows from Operating Activities 

Net income 
Adjustments to  reconcile net Income to net 
cash provided by operating aetiviltries 

Depreciation a nd amortization 
Amortization of  deferred line Installation cost$ 
Amortization o f  customer acqukitfon costs 
Provision for losses on receivables = Customers 
Cumulative effect: af change in accounting principle 
Loss on sale of equipment 
(Increase) decrease in 

Receivables 
Prepaid expenses and other 

tnaease (decrease) in 
Accounts payable 
Otrher payable 
Accrued expenses 
Customer deposits 

Total Adjustments 

Net Cash Provided by Operating Activities 

Cash Flows from Investing Activities 
Capital expenditures 
Cash paid for acquisition of customer list 
Proceeds from sale of asset 
Payments for customer acquisition costi 
Payments for deferred line installation casts 

Net Cash W5ed in investing ActIvkIes 

Cash Flaws from Rnanchg Adlvltler 
Principal payments on capital lease obligations 
Payment of divfdcnds 

Net Cash Used In Flnanclng~divitiw 
Net (Decrease) Increase In Cash 
Cash, Beglnnlng of Year 

Cash, E~ld of Year 

!he  accountants’ compilation report. 
The accompanying notes are an integral part o f  the financial statements. 
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Access One, inc. 

Notes to Financlal Statements 

Years Ended December 31,2004 and 2003 

Note 1 Nature of Operations 

Access One, Inc, provides local and fcng~distan~e telccammunicaticm services t o  its customer$ located 
throughout the United States. The company was incorporated on lune 30, XSS3 in the stale of Illlnais, 

Note 2 Summary of  Significant Accountlng Policies 

Cash ..... 
Substantially all afthe cmpany'scash is held by The company maintains its cash 
In bank deposit accownts which, a t  times, may exceed Tedcrally Insured limits, The company has not 
cxpcrlenccd any l o w s  in  such accounts, The company believes it is not exposed to any significant credit 
risk on cash. 

Receiva blcs 
1 

Receivablas are carried at original invoke or closing statement amount less estimates made for doubtful 
receivables. Management determines the allowances for dou btful accounts by reviewing and ldenlifyinp 
ttoubled accounts on a Semimnual basfs and by uslng historical experience applled to an aging of 
accounts, A receivable IS considered to be past due if auy partion ofthe tecelvable balance i s  outstanding 
for more than 90 days, Receivables are written off when deemed uncollectible, Recovertes of receivables 
previously written off are recorded when received, 

Deprr;ci;rtlpn and Amortization 

The company's policy is to depreciate the cost of furniture and equlpment over the estimated useful 
lives of the assets by u5e of accelerated methods. 

Yea r5 

Communicatlon and computer equipment 5 
Furniture and equipment under capital leases 5-7 
Furniture and fixtures 7 
Leasehold improvements 15  

Deferred line Installation costs include line charges Incurred in the establishment of local access lines for 
customers and are being amoflizcd on the straight=line method over the economic lifq of the  contracts 
with new customer4. The terms of these contracts do not exceed 60 months, 

Customer acquisition costs include charges incurred for cammissions pald to third paRIes and are 
being amortized on the slralght-line method over the eeonomlc life of the contracts with the new 
customers. During 2004, the company changed Its method of treating customer arquisitkm costs 
from expensing as incurred to  capitalltlng these costs. The effect; of adopting this accounting 
prirrciple was to increase 2004 income before cumulative effect of a change In accnunting pdnclple by 

. Management believes that the new method wilt result in more prtdlctable and accurate 
results of operations. 

See accountants' compilation report, 



Access One, Inc. 

Notes to Tinancia! Statement5 

Years Ended December 31,2004 and 2003 

Note 2 - Summary of Significant Accounting Polleles (Continued) 

Intangibles 

Costs of the acquired customer list are being amortized straight-line over the economic life of the 
customer list, whlch i s  estimated to be thirty months. 

In accordance with the provision of SFAS No, 323, the company applies APB No, 25 and related 
interpretations In accounting for its stock options plan. and, accordingly, does not recognize 
compensation cost, As af January 1, 2003 the company adopted SFAS No, 148 and discloses the 
amount gfcompensalim costs that would have been recorded related to stock optlons. 

If the company had elected t o  rceogrllxe compensation cost based on the fah value of the aptions 
granted a5 of the  grant date as prescribed by SFAS No. 123, net income would have been reduced to 
the pro forma amounts indicated in the table below: 

2004 2003 

Net: income, as reported 

Adjustment for stock- based employee 
compensation costs, net of related tax 
effects, that would have been included 
in determining net Income if t he  fair 
value bambmethod had been applied 

Pro forma net income a5 If the fair 
value-based method had been applied 

Advertising costs are expensed as Incurred, Advertising expensets incutred were 
in 2004 and 2009, ~pcct; lvely,  

Revenue Recoflnition 

Revenue Is recognized as service ;S prbvlded to customers, Monthly recurring charges include fees 
pald by customer5 for lines in service and additional features on those lines. These chargas are billed 
monthly, in advance, and are fully earned during the month. Usage charges and rcclprocal 
compensation charges are billed in arrears and arc fully earned when billed. Inslallatjon charges are 
deferred and amortized over the contractual period, generally two to flve years. 

See accountants' compilation report. 

- & -  



A m s s  One, IIIC. 

Notes t o  Financial Statements 

Years Ended December 31,2004 atxi 2009 

Note 2 - Summary of Significant Accounting Pdlcies (Continued) 

The preparation of financial statements In conformity with accounting principles generally accepted in 
the United states of America requires management t o  make estimates and assumptions that affect the 
reported amounts 04 assets and liabilities and disctosure of contingent a55ets and liabilities 8s afthe date 
of the financial statemants and the  reported amounts of revenues and expenses during the reporting 
period. Actual t e~uI t~  could differ from those estimates. 

Note 3 - F u r n h e  and Equipment 

2004 2003 . 
b 

Communication and computer equipment 
Furniture and equipment under capital lease5 
teasehold improvements 
Furniture and fixtures 

Accumulated depreciation 

Accumulated depreciation for furn i ture  and equipment under capital leases was 
a5 of December 31,2004 and 2009, rcspectlvely. 

2004 2003 , 

Line connection charges 
Less accumulated amortization 

See accountants' compilation report. 
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Access One, lnc. 

Notes to Financial Statements 

Years Ended December 31,2004 and ZOOS 

Note 5 Cwtm" Acqulsltlon Costs 

Customer acquisition cost5 
Less accumulated amortization 

Note 6 - Customer List 

Nate 7 - Short-Term Borrowings - Bank 

See accountants' compilation repork, 
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Access One, Inc. 

Notes to  Financial Statements 

Years Ended December 31,2004 and 2003 

Note 8 - Obllgatlons Under Capltal Leases 

2004 2043, 

Obligations under capital leases corssirt ofthe following: 

Capital lease obligation, payable in monthly installments of 
due 

on April 1,2004; secured by certain furniture and equipment. 
, including interest a t  a n  annual rate of 

4 

The company has elected t o  be taxed as an S corporation under provisions o f  t h e  lntettlal Revenue 
Code, Accordingly, the accompanying financial Statement5 do not reflect income taxes, except for 
s ta te  replacement tax. 

Note 10 - Operating Leases 

See acccuntants' compilation report, 
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Access One, Inc, 

Notes t o  Fhanclal5tatements 

Years Ended December 31,2004 and 2003 

Note 10 -0peratlng Leases (Continued) 

The company and the stockholders have entered into an agreement for the right af flrrl: refusal or an 
aptfon t o  purchase shares of the  company stock, based upon certain events as stated In the Stockholders’ 
Agreement. 

Note 12 - Employee Benefit Pian 

Note 33 Other Cash Flow Informatlon 

See accountants’ compllatlon report;, 
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Access One, II'IC, 

Notes to Financial Statements 

Years Ended December 31,2004 and 2003 

The company has a stock optlon plan 'to benefit key employees, officers and independent contractors. 
The number of' common shares t o  which options may be granted under this plan and which may be 
issued upon exercise may not exceed shares. The exercise price of the optlon granted shall 
not be less than one hundred percent ofthe fair market value d a  share of common stock on the date 
the stock option is granted. The company's board determines the vesting p e r i d  of each option 
granted under t h i s  plan. Each option shall terminate ten years from the grant date or at; earlier times 
as the option agreement provides. The plan expires on July 18,2012, 

Other aptton activity i5 as fobws! 

2004 2003 

Outstanding a$ of beginning lof year 
Granted 
Exercised 
F&eitad/ca ncel led 

Outstanding as af end of year 

Options exercisable a5 of end of year 

Weighttadwerage price of options 
outstanding, beginning of year 

Weighted-average price af optlons 
outstanding, end of year 

Weightedwerage price of aptions granted 

Weighted-average grant=date falr value 
of options granted 

See accountants' campilatlon report, 
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Aercss One, Inc, 

Notes t o  Financial Statements 

Years Ended December 31,2004 and 2003 

Noto 14 - Stock Optlon Plans (Continued) 

The fair value of each optlon grant is  estimated on the date of grant using the Black-Scholes o p t l m  
prlcing model with the following assumptions: 

Expected dividend yield 
Expected stock prlce volatility 
Ris k-free interest rate 
Expected life 

See accountants’ compllation report, 
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Sched~le  0.1 

Access One, Inc. 

0 pe ratin g Expenses 

Years Ended December 31,2004 and 2003 

Operations and supp~rt  
Commissians 
Salaries 
Off Icers' salari e$ 
Taxes - Payfdl 
Employee benefits 
Ad ve did n g 
Brochures and catalogues 
De I Ive ty 
Depreciation 
Amo Rlzatio n 

Customer lia 
Deferred line installation costs 
Cu 5to mer acquisition costs 

Employee group 
General 

401( k) conf ri b ution s 
~roksslanal fees 
Dues and subscriptions 
Bad debts 
Other 
OfFiGa 
Conferences 
Outsldc 5ervice~ 
Compliance fees 
Credit card feels 
Bank fees 
Rent and occupancy 
Repalrs and maintenance 
Moving 

Utilities 
Travel 
Meals and efiteRatnment 

4 

Insurance 

supplles 

Total [Exhibit 8) 

See accountants' compilation report regarding supplements I infwmatlon, 
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