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7097-040
RECFIVED

Lance J.M. Steinhart
Attorney At Law
6455 East Johns Crossing
Suite 285
Duluth, Georgia 30155
Telephone: (770) 232-92(X

Also Admutted i New York
129

and Maryland Facsimile:  (770)

April 14, 1997
VIA_FEDERAL EXPRE

Mr. William Bullard

Executive Director

South Dakota Public Utilities Commission
500 East Capitol Avenue

pPierre, SD 57501-5070

(605) 773-3201

Tel-Save, Inc. d/b/a The Phone Company

Bullard:

Enclosed please find one original and ten (10) copie
Save, Inc. d/b/a The Phone Company's Amended Application
Registration of a Telecommunications Company to Provide Loc
Exchange Service.

In order to expedite the processing of this application, I

like to suggest that all requests for information by the
st be made by either telephone or facsimile. I will make
effort to respond on the day of the request.

would

I have also enclosed a check in the amount of $250.00 payable
to the "South Dakota Public Utilities Commission" for the filing
fee, and an extra copy of this cover letter to be date stamped and

returned to me in the enclosed self-addressed prepaid envelope.

If you have any questions or if I may provide you with any
additional information, please do not hesitate to contact me.

Respectfully submitted,

s
Lance-J.M. Steinhart

Attorney for Tel-Save, Inc.
d/b/a The Phone Company
Enclosures
cCs Mr. Dan Bor
LIS/ats




7€97-040

AMENDED APPLICATION POR REGISTRATION
OF TELBAVE, INC. D/B/A THE PHONE COMPANY REC
FILED WITH THE ECFIVED
SOUTH DAKOTA PUBLIC UTILITIES COMMISSION

A NAVS

N

IN THE MATTER OF THE
AMENDED APPLICATION OF
TELSAVE, INC.

D/B/A THE PHONE COMPANY

FOR AN ORDER

authorizing the registration

of applicant as a
telecommunications company

to provide local exchange service

)
)
)
)
) Docket No.
)
)
)
)
)

APPLICATION

Application is hereby made to the South Dakota Public

ies Comr ion for an Order authorizing Tel-Save, Inc.
1/b/a The Phone Company ("Applicant") to register as a
telecommunizations company to provide local exchange service
within the State of South Dakota. The following information is
furnished in support thereof:
1. Name, Address and Telephone Number of Applicant

Tel-Save, Inc. d/b/a The Phone Company, Inc.

6805 Route 202

New Hope, PA 18938

(215) 862-1500

(800) 728-3288 (Customer Service)

All inquiries regarding complaints and regulatory matters
should be addressed to:

Lance J.M. Steinhart, Esq.

6455 East Johns Crossing, Suite 285
uluth, Georgia 30155

(770) 232-9200

(770) 232-9208 (Fax)




Registered Agent
The name and address of the Applicant's registered agent
Corporation System
h Coteau Street
South Dakota 57501

Description of the Applicant

Applicant was incorporated in the State of Pennsylvarn
May 17, 1989 with perpetual duration. Applicant is a whol
owned subsidiary of Tel-Save Holdings, Inc., a Delaware
corporation, which is publicly traded on the NASDAQ Natior
Exchange. Applicant has been in the telecommunications ir
since inception. Applicant has authority to transa
1 foreign corporation in the State of uth Dakota
a Certificate of Good Standing issi Yy the Secretary
dated March 20, 1997 is attached hereto as Exhibit
the Applicant's Articles of Incorporation is attached hereto as
Exhibit B. On June 19th, 1992, the Commission issued Order
TC92-018 Granting Applicant's Registration and Approving its
Tariff to provide interexchange telecommunications services in
the State of South Dakota.
4. Facilities

Applicant does not own or maintain any transmission

facilities or switching equipment in the State of South

The Applicant will provide services through certificated

incumbent local exchange carriers ("LECs").




8tockholders
The names and address of the sole stockholder of Applicant
are as follows:

Name and Addres Shares Owned Percentage of all Shares
Issued and Outstanding
and Voting Control

Tel-Save Holdings, Inc. 1,950 100%

6805 Route 202

New Hope, PA 18938

6. Officers and Directors

and addresses the officers and directors of

Applicant are as follows:

Daniel Borislow, CEO & Chairman/Director

Gary McCulla
President/Director

Joe Schenk
Chief Financial Officer & Treasurer

Kevin Kelly
Controller

Emanuel DeMaio
Chief Operations Officer/Director

Aloysius Lawn
General Counsel & Secretary/Director

Edward Meyercord
Exec. VP, Mktg. & Corporate Development

Mary Kennon
Direccor of Customer Care & Human Resources

All of the above can be reached at Tel-Save Holdings, Inc.,
6805 Route 202, New Hope, PA 18938.




Corporate Ownership
name and address of any corporation, association

lar organization holding a five percent (5%) or great

in the Applicant is as follows:

ownership

Tel-Save Holdings, Inc. (100%)

Subsidiaries owned or controlled by Applicant

None

Description of Services

Applicant is a reseller which intends to offer all local

-es provided by the incumbent LECs. As a switchless

eller, Applicant has no points of presence in the State of
a, thus Applicant neither owns, leases, nor operates

switching, transmission, or other physical facilities in the

of South Dakota, and no such facilities will be used by

Applicant in providing service in the State of South Dakota.
Rather, Applicant will be engaged in reselling services provided

ities-based LECs within the State of South Dakota. Upon

ing certification, Tel-Sa intends to provide all forms of

astate local exchange telecommunications services including:

Basic Residential Services (Local Exchange Flat Rate,
Measured Rate Service, operator access, etc.); (2) Residential
m Calling and Class Features (call waiting, caller ID, call

forwarding, etc.); (3) Basic Business Exchange Services; (4)

Business Custom Calling and Class Features; (5) Adjunct Provided

Feature (voice messaging, etc.); and (6) Business and

Residentially Ancillary Services (911, directory listing,




directory assistance, etc.). Tel-Save seeks authority to re
local exchange services throughout the State of South Dakota
the areas served by any LECs in South Dakota that are not
eligible for a small or rural carrier exemption pursuant to
Section 251(f) (1) of the Federal Act. Tel-Save does not seek to
provide resold services to customer in those small or rural
territories at this time. The Applicant is currently authorized
to provide interexchange service in 48 states.
10. Financial Qualifications

Applicant is financially qualified to provide intrastate

local exchange telecommunications services within South Dakota.

In particular, Applicant has adequate access to the capital

necessary to fulfill any obligations it may undertake with
respect to the provision of intrastate local exchange
telecommunications services in the State of South Dakota. e
Exhibit C which is attached hereto, Applicant's parent company's
Form 10K for the year ended December 31, 1995 and Form 10Q for
the quarter ended September 30, 1996.
11. Tariff

Applicant will file a copy of its proposed tariff as Exhibit

jpon completion of negotiatic for interconnection




requests that

WHEREFORE, the undersigned Applicant

Dakota Public Utilities Commission enter an order granti

wpplication to its Certificate of Authority auth

to provide resold local exchange services.
day of

Tel-Save, Inc.
d/b/a The Phone Company

A

el

By: L. N .,

Lante J.H. Steinhart
Its Attorney

ng
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STATE OF PEMMSYLVANIA
COUNTY OF BUCKS

Daniel Borislow, beaing first duly sworn, deposes and says that he
1s the Chler Executive Officer of Tel=Sava, Inc. 4/b/a The Phene
Company, the Applicant in the procmeding entitled above, that he
has read the foregoing application and knows the contants
thereof; that the same are true of hic knowledge, axcept as to
matte which are therein stated on m(nnatmn or belief, and to
those patters he believes them to be

el Borislow

n
Subscribed and sworn to before this ‘!~
1997.

% | - TANIAL SEAL
ko ) _Avef ey bt
Notary Public ore, Bucks Coumy. PA

o oamasen Eapues Mey 10 57

My Commission expires:

W TAVETI! ees  THVRCTIIE TUVY




LIST OF EXHIBITS

CERTIFICATE OF AUTHORITY

ARTICLES OF INCORPORATION

FINANCIAL STATEMENTS

PROPOSED TARIFF




EXHIBIT A - CERTIPICATE OF AUTHORITY
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EXHIBIT B - ARTICLES OF INCORPORATION
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EXHIBIT C - FINANCIAL STATEMENTS




SECURITIES AND EXCHANGE COMMISSION
Washington, D.C, 20549

FORM 10-K

Annual Report Pursuant to Section 13 or 15(d)
of the Securities Exchange Act of 1934 (Fee Required)
For the year ended December 31, 1985

Commission File No. 0 - 26728

TEL-SAVE HOLDINGS, INC.
(Exact name of reg:strant as specffied in its charter)
Delaware 23-2827738

Empioyer Identification
Number)

(LRS.

-1500
incluging zip code of principal

ant's telephone number, incluging area code)

Common Stock, Par Value $.01 Per Share

- d) of the S
h shorter period tha

check mark whether the Regrstrant (1) has filed all documants and reports required to be
13 or 15(d]

of 1934 during the preceding 12 months (or
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Documents Incorporated by Reference
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TEL-SAVE HOLDINGS, INC

INDEX TO FORM 10-K
FOR THE YEAR ENDED DECEMBER 31, 1995

Secunty Holders

Part 1l
uity and Related Stockholder Matters
Management's O Analysis of Financial Condition and Results of Operations.
Financial Statements and Supplementary Data

Changes in and Disagreements with Accountants on Accounting and Financial Disclosure.

Part Il
Directors and Executive Officers of the Regist

Executive Compensation

Security Ownership of Certain Beneficial Owners and Management

Cenain Relationships and Related Transactions

Part IV

Financial Statement Schedules and Reports on Form 8-K
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PUC: A state regulatory body empowered 1G establish and enforce rules and
verning public uf mpanies and others, such as the Company

Operating Company — Any of seven regional Bell hoiding companies that
arent companies for the Bell operating companies.

by ATAT

estavlished to serve as p
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ITEM 2. PROPERTIES

The Company leases facilities for its corporate offices in New Hope, Pennsylvania and leases other
properties in the cities in which OBN switches are being installed. The Company expects to enter into
an agreement 1o purchase a 24,000 square foot facility in New Hope, Pennsylvania and currently plans
to relocate its corporate offices in the second half of 1996,

ITEM 3. LEGAL PROCEEDINGS

The Compariy is a party to certain legal actions arising in the ordinary course of business. The
Company believes that the ultimate outcome of these actions will not result in any liability that would
have a material adverse effect on the Company’s financial condition or results of operations.

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

No matters were submitted 10 a vote of security hoiders during the fourth quarter of the year ended
December 31, 1995,
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PART Il

ITEM 5. MARKET FOR REGISTRANT'S COMMON EQUITY AND RELATED STOCKHOLDER
MATTERS

The Company's common stock, $.01 par value par share (“Common Stock™), is traded on tt
Nasdag National Market, and high and low Quctations listed below are actual sales prices as quoted in
| Market under the symbol “TALK. All of the wing quotal
the Common Stock in the form of a

ptember 20, 1995)

Quarter (through March 936) 154

arch 21, 1996, there were approximately 12 record hoiders of on Stock

The Company currently intends to retain ail e earnings for use in the operation o! business

n efore, does not anticipate paying any cash dividends in the foreseeabie future. The deciaration
and payment in the future of any cash dividends will be at the eiection of the Company’s Board of
D depend upon, among other things, the earmings, capital requirements anc financial

mpany, existing and/or future nants and gene! mic conditions




ITEM 6. SELECTED CONSOLIDATED FINANCIAL DATA

lidated f | cat d be read in c 3
“Management's Discussion and Analysis of Financial Condi
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Consolidated Statements of Income Data:
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.
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Consolidated Balance Sheets Data:
Working capital {defict
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ompany’s taxable income in thew iNCOual NCome tax returns. The
flact e taxes Tat woukd Nave Deen accrued i the Company nac slected 1o
Sea Note 7 1 the Consoadated Francal Statements.
Suplomental pro forma net income per stare was $0.35 and $063

December 31, 1954 and |
Swoplemental oo forma et

cume par share is Based on the wergtied average number of shares of COMMON Siock and
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fund the cash Gistibution of $< § Milon Made in CONNECHON with: the Company 2a%0n Gaid Ot ¢ the proceecs
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TEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND
RESULTS OF QPERATIONS

1 1989 as a switchie:

n the third Guarter of 1

manage and distribute data are the pnmary
H with AT&T, rest




The following table presents the Company’s sales, operating income and pro forma net income by
Quarter since the first quarter of 1993

Quarter Ended

1993:

March 31 R $ 5250

June 30 T 5 Seawn aees 6,483

September 30 . ceas . 9,024

December 31.......... . . 11,173
Total . $ 31940

1984:

March 31 » - cesresess $ 14413 d $ 1,092

June 30 o T R T R PR OS TIPS 14,705 d 1,102

September 30 . s e 22,521 X 1,573

December 31 o - 31,196 1,846
Total e o $ 82835 $ 5613

1905:

March 31 : $ 36617 » $ 2555

June 30 - ’ 44,728 X 2,897

September 30 w s X 48,366 5 2,519

December 31 - s . 50,381 2,848
Total S sene v $180.102 $ 17,701 $ 10,819

Results of Operations

The following table sets forth for the periods indicated certain financial cata as a percentage of
sales
Mmma Year Ended December 31,
i e
Sales ooxs. conavensen —— . 100.0% 100.0% 100.0%
Cost of sales = 3 3 83.6 846 887
Gross profit .. ” % 16.4 154 133
Selling, general and acministrative expenses. ... 6.4 42 35
Operating income - . - 100 1n2 98
Other income, net voenenns cosve . 0.1 02
Income before income taxes .............. “ 1 13 10.0
Pro forma provision for income taxes. . . 4 40
Pro forma net income ......... . . 60%




Year Ended December 31, 1994 Compared to Year Ended December 31, 1995
Sales increased by 117.4% from $82.8 million

pasa in sales related pnmarily 10 the continued expansion
panitions, as weil as increases in the number of end users obtained dy the
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[TEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

TEL-SAVE HOLDINGS, INC. AND SUBSIDIARIES
INDEX TO CONSOLIDATED FINANCIAL STATEMENTS

Report of independent Centified Public Accountants

Consolidated balance sheets as of December 31, 1934 and 1995

Consolidated statements of income for the years ended December 31, 1993, 1994, and 1365

Consol ed statements of stockholders' equny for the years ended December 31, 1993, 1994,
and 1995 ..

Consolidated statements of cash flows for the years ended Dw'!mbel 31, 1993, 1994, ang
1995 . g .

Notes 10 consoiidated nnan ial statements . .




REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS
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TEL-SAVE HOLDINGS, INC. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS
(In thousands, except for share data)

Assets
Current:
Cash and cash equivalents

Accounts recevable, trade, net of allowance for uncollectible accounts
of S9E7 and $804, respectively

Advances to partitions and notes receivable

Due m Droker

Prepaid expenses

current assets
Property and equipment, net
s, net of accumulated amortization of $417 and $1.574,
ely
e receivable from stockhoider

Total assets

Liabllities and Stockholders' Equity
Current:
Accounts payable and accrued expenses
Trac
Parttions
Sales and excise taxes payabie

come taxes payable

5,000,000 shares authonzed. no

value, 30,000,000 shares authonzed,

ssued and outstanding, respectively

s2

See accompanying notes 1o consofidated financial statements.




TEL-SAVE HOLDINGS, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF INCOME
(In thousands, except for per share data)
Year ended December 31
1 e 1995
Sales $ 31,94¢ 2 $180,102
Cost of sales 26,715 156,121
Gross profit 5225 3 23,981
Sellng, general and administrative expenses 2,060 2 6.280
Operating income 3,165 . 17,701
Other income, net . los 31
Income before provision for income taxes 3273 » 18,032
Provision for income taxes - 8,997

Net income 3 5 S _9.035

Pro forma
Income before provision for income taxes $ 18,032

Pro forma provision for income taxes 7213

Pro forma net income $ 10.819

Pro forma net ncome per share S 064

Weighted average common and com: equivalent shares
outstanging 1 16.803

See accompanying notes to consolidated financial statements




TEL-SAVE HOLDINGS, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF STOCKHOLDERS'
(In thousands)

Balance, January 1, 1993,
Net income.......
Balance, December 31, |993
Net income
Balance, Docomber 31 1994
Net income
Cash distributions
Stock redemption

Reclassffication of S Ccrpcra'ncn

defictt. . .
Sale of comnon 5.
Three-for-two stock spilit
Balance, December 31, 1995

Common stock
Amount

s

(5.492)
42,802
(65)

EQUITY

See

g notes 1o ct




TEL-SAVE HOLDINGS, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
(In thousands)

Year snded December 31
1984

Cash flows from operating activities.
Net income 3 ATT
Acjustments 10 reconcile net income o net cash provided by

(used in) operating activities:

Unrealized loss on marketable secunties.

Provision for bad debts.

Depreciation and amortization

Deferred credits

(Increase) cecrease in:
Accounts recenvable, trade .
Acvances 1o paritions and notes receivable
Prepad expenses and other curent assets

Increase (decrease) in:
Accounts and partitions payable and accrued expenses.
Income taxes and deferred income taxes payable

$3273 § 9355

24,4683

Net cash provded by (used in) operating activites ......

Cash flows from investing activities:
Acgquisiton of intangibles . .
Capral expenditures, net . ...
Securties sold short not yet purchased
Liabiity to purchase securites sold short

(1.057)

(2.330)
866

(1,100)

Loans to stockhoider. . . . 2,075

(5,696)

Net cash used in investing activities. o . (23

Cash flows from financing activites:
Proceeds from loan transactions
Payments of ican transactions
Payment of note payabie to stockhoider
Proceeds from related party transactions
Fayments to related parties. .

Proceeds from sale of common stock . ...
Distributions to stockheiders

6,300
(6,300
(979)
(1.725)

42,837
(13.200)

Stock redemption ....... SR - {4.500)

Net cash provided by financing activities SRR FeaEe 22,433

Net increase in cash and cash equivalents. . ... ..
Cash and cash equwvalents, at beginning of period . .
Cash and cash equwvalents, at end of period .

Ses accompanying nctes to consolidated financial statements.

41200
1

s41211




TEL-SAVE HOLDINGS, INC, AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTE 1 — SUMMARY OF ACCOUNTING POLICIES
(a) ~ Business

Tel-Save Holdings, Inc. (the "Company”), which is incorporated in Delawzre, is a provider of long
r‘w"nm.e telecommunications senvices to small and medium-sized businesses located throughout the
des these services pnmarily through contract tariffs with ATAT Comp
and markets these services nationally primarily through an established distribution network of
independent long distance and marketing companies known as “partitions”.
Reorganization
ember 21, 1995, the Company consummated its initial public offering (“IPO") (Note 6(a)
The shares of Tei-Save, Inc., a Pennsylvania corporation (the “Predecessor Corporation”), owned by
the two founding stockholders were contributed to the Company as of the date of the IPO. The majority
¢ exchanged all of his st ares of the Predecessor Corporation for 10,530,000 shares of the
ck of the "cfnpar, plus lcans of up 10 $5,000,000. The lcans may be made at any time prior
rest at B.75%, will be due upon the eartier of
anniversary of the ch of the | . sing cate of the secondary offering of the
Ider's shares of c: d s red by 1,250,000 shares of common stock
mpany. At Decemb: ! 35, loans of $2,075,000 were outstanding.
changed all his shares of the Predecessor Corporation for 3,795,000
e Company, $4,500,000 in cash plus a n the “Cash Fiow Ncte")
nal principal amount of $6,900,000 "ﬂamw interest at 10% per annum which is guarant e”
stockholder. The payment and the iss of the Cash Fiow Note to the m
unted for as a distnbutio n January 1996, the Company p. e
o F e. The transactions described above are

S at the date 2

al results couls ¢

h equiva

considers a




TEL-SAVE HOLDINGS, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS-(Continued)

(g) Intangbles and amortization

Intangibles include the casts to acquire billing bases of cu: e unts, long-cistance service
contract pricing plans and a sign-on bonus (Note 5)

Amortization is computed on a 4 d lives of the intangibies
which range from 1 to 4 years and amounted to $417.000 and $1,15 years enced
December 31, 1934 and 1995, respectively.

{ Income taxes

Det
temporary ditferences between the basi; of assets and i
purposes (Note 7).

(i) Pro forma net income per share

Pro forma net income per shara is based on the weighted average number of shares mmon
stock equivalents outstanding during each pericd, as adjusted for the effects of the applicaticn of
Securities and Exchange Commission ("SEC™) Statf Accounting Bulletin (“SAB") No. 83 (78,150 shares
in all years). Pursuant to SAB No. 83, options granted within one year of the IPO which have an exercise
price less than the IPO price are treat £ ing for all pericds presented. Pro forma eamings
per share is computed using the treasury stock method, under which the number of shares outstanding
reflects an assumed use of the proceecs from the assumed exercise of such options o repurchase
shares of the Company’s common stock at the average market value dunng the period.

Supplemental pro forma net income per share was $0.35 and $0.63 at December 31, 1994 and
1995, respectively. Supplemental pro forma net income per share is uased on the weighted averag
number of shares of common stock and common stock equivalents uved in the calculation of pro
net income per share (15,331,377 and 16,802,727) at December 3*, 1994 and 1395, respect
the estimated number cof shares that would need to be soid by the Company in orger 1o func the
distributi f $4,500,000 made in connection with the Reorganization paid cut of the proceeds
IPQ (Note!(b)). All references in the financial statements with regard to average number of sha
common stock and related per share amounts have been calcuiated giving retroactive effect to the
exchange of shares in the Reorganization and the stock spiit discussed in Note 6

() Financial instruments anc nsk concentration

Financial in: ents which potentially subject the Company tc concentrations of credit risk are
cash investments. The Company currently invests most of its cash investments in money market funds
and overnight repurchase agreements, The camrying amount of these cash investments approximates
the fair vaiue due 10 their short maturity. The Company believes no significant ¢t
exists with respect 1o these cash investments.

{k) Secunties sold srorfinancial investments with off-balance sheet risk
At December 31, 1995, securities scid short by the Company, which consist
valued at market, resulted in an cbligation to purchase such securties at a future cate
positen was closed in January 1996, and the Company recorded a gain of $152,000
) Recent accounting pronouncements
March 1995, the Financial Accounting Standards Board ("FASB") &
Accounting Stancard ("SFAS™) No. 121, “Accounting For the Impairment
Long-Uived Assets 10 be Disposed of.” The Company will adopt SFAS No. 121
s implementation is not expected to have a material effect on the consolicated

of

ed
ong-

as
fin

35




TEL-SAVE HOLDINGS, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS-(Continued)

In October 1995, FASB issued SFAS No. 123, “Accounting for Stock-Based Compensation.” SFAS
No. 123 establishes a fair value method for accounting for stock-based compensation plans either
through recognition or disclosure. The Company intends to adopt the empioyee stock-based
compensation provisions of SFAS Nc. 123 by disciosing the pro form:s net income and pro forma net
income per share amounts assuming the fair value method was adcoted January 1, 1995. The adoption
of this standard will not impact the Company’s consolidated res.*s of operations, financial position or
cash flows.

NOTE 2 — MAJOR PARTITIONS
Parttions who provided end user accounts, which in the ajgregate account for more than 10% of
sales, are as foilows:
Number of Total Percentage
Parttons of Saies
Year ended December 31, 1993........ 1 15%
Year ended December 31, 1994. .. . 13%
Year ended December 31, 1995....

NOTE 3 — PROPERTY AND EQUIPMENT

Furn'ture and equipment. ... ...

Vehicles

Leasehoid improvements ceeee
Switching equipment under construction...

Less: Accumulated depreciation and amortization.

Switching equipment under construction represents the costs associated with the purchase of AT&T
switching equipment and the related installation cests incurred through December 31, 1995 for the
deployment of the Company's long distance network — One Better Net ("OBN"). The Company
anticipates that the total cost to depioy OBN wil! be up to $47,000,000.

NOTE 4 — REVOLVING LOAN AGREEMENT

in August 1994, the Company entered into a revolving loan agreement with a bank pursuant 1o
which it may borrow up 0 $5,000,000. During Septernber 1995, the bank provided a temporary increase
in the amount available under the agreement to $6.3 million.

In March 1996, the Company replaced its revolving loan agreement with an unsecured, committed
line of credit with a bank under which borrowings of $50,000,000 are available through March 18, 1997.
The Company is requirec !0 pay an availabiity fes per annum of 0.125% of the total availabie
borrowings. Principal is payabie upon demand by the bank. Interest is payable monthly at the bank's
prime rate less 0.5% or LIBOR pius 0.875%, at the Company’s opticn. Under the terms of the
agreement, the Company must maintain certain financial covenants and achere (o certain restrictions.

NOTE § — RELATED PARTY TRANSACTIONS

In March 1934, the Company paid an aggregate of $750,000, $300,000C for the acquisition of the
of a p: on owned by an officer of the Company and a sign-cn bonus of $450,000 as part
of his employment agreement (Note1(g))

36
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TEL-SAVE HOLDINGS, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS-(Continued)

moer 31, 1994, the Company borrowed from the stockhoiders non-interest bearing loans

1 imately $1,725,000. In connection with these loans, the two stockholders had personal

oans outstanding from a bank which were guaranteed by the Company. The loans to the Company were
ckholders in January 1995. who in turn paid the personal loans outstanding.

" with the Resl';ar‘vm'\cn (Note 1(b}), the Company mace distributions of the
1995 taxable income through September 19, 1995 of approximately $13,200,000 in 1995 to

ding stockholders.

NOTE 6 — STOCKHOLDERS' EQUITY
(a) Initial Public Offering

In September and October, 1995, the Company consummated its IPO of 5,175,000 shares of
common stock (adjusted to reflect the stock split, see Note 6(c)), including the underwnter's
overal t option, at a price of $3.17 per share. Proceeds of the offering less underwriting discounts
of approximately $3,151,000 were $44,287,000. Expenses for the IPO totaled approximately
$1,450,000, resulting in net proceeds to the Company of approximately $42,837,000.

in connection with the IPO, the Company issued warrants to purchase 450,000 shares of common
stock to the underwriter. The exercise ;mce of the warrants is $11.46 per share of common stock and
such warrants expire on September 21, 2000.

(b) Stock Option Agreements and Stock Option Plan

The Ccmpant has granted to seven individuals options to purchase shares of the Company's
common stock. The opticns, which were valued based on the fair market value of the Company at the
date of gr: vest 22 mx s from the date of issuance and expire five years from the date of grant. The
options granted in 19393 were vested at December 31, 1995

In Septe! r 1995, the Company granted options to purchase 15,000 shares of common stock at
the IPO price to each of the two nonemployee directors of the Company.

r 1995, the Comp 's Board of Directcrs and stockhoiders adopted the Company's
C:x on Plan (the “Option Plan™). The Opticn Plan provides for the granting, at the
d of Directors, of: (i) options that are intended to qualify as incentive stock options,
v n 422 of the Interal Deu—nze Code of 1986, as amended, to employees
not intended to sc quality to employees, officers and directors. The total number of
mmon stock for which options may be granted under the Option Plan is 575,000 shares
(Note 10)

The exercise pnce of all § opticns granted under the Option Plan must be at least equal to the
fair market value cf such shares on the date of the grant. The maximum term of each option granted
under th Plan is five years from the date of grant. Options shall become exercisable at such

times and in 'J." in: as the Board of Directors shall provide in the terms of each individual
n in part or in whole wili be exercisabie before one year fr e date

ticns (Notes 6(c) and 10) have been granted at the IPO price
cptions issued under the Opticn Plan were exercisabla at
mains available for future grants under the Option Plan




TEL-SAVE HOLDINGS, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS-(Continued)

anding under the option agreements and the Option Plan are as follows:

—

e

Balance, January 1, 1993
Options granted
Balance, December 31, 1993
ptions granted
Balance, December 31, 13394
Ogtions granted .
Balance, December 31, 1995

(c) Stock Split

On February 16, 1996, the Company’s Board of Directors approved a three-for-two spiit of the
common stock in the form of a 50% stock dividend. The additional shares resulting from the stock spiit
wers distributed on March 15, 1996, 10 all stockhoiders of record at the close of business on February
29, 1996. The consolidated balance sheet as of December 31, 1995 and the consolidated statement of
stockhoiders’ equity for the year ended December 31, 1995 reflect the recording of the stock split as if
it had occurred on December 31, 1995, Further, all references in the consolidated financial statements
to average number of shares outstanding and related prices, per share amounts, warrant and stock
option cata have been restated for all periods to reflect the stock spiit.

NOTE 7 — INCOME TAXES

On June 1, 1991, the Company, with the consent of s stockholders, elected to be taxed as an S
Corporation. As a result of the election, all eamings of the Predecessor Corporation were taxed directly
10 the stockhoiders. Accordingly, the statements of income prior to September 20, 1995 did not include
provisions for income taxes. In connection with the Company's IPO, as described in Note 6(a), on
September 13, 1595, the Compary terminated its S Corporation status. Prc forma tax provisions have
been calculated as if the Company'’s results of operations were taxabie as a C Corporation under the
Internal Revenue Code for all penods presented.

The following summarizes the provision for pro forma income taxes:

Year ended December 31,

Current
Federal
State anc o

o7 income taxes




TEL-SAVE HOLDINGS, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS-(Continued)

The provision for pro forma income taxes on adjusted historical income for the three years in the
period December 31, 1995 diff rom the amounts computed by applying the appiicable Federal
statutory rates due

Year ended December 31
%3

Provision for Federal income taxes at the statutory rate $1.113 $3.274
State and lccal income taxes of Federal benefit 196 561
Cther - (93)
Pro forma provision for income taxes $1309 $3742

As a result of the termination, the pany was required 0 provide for taxes on income for the
period subsequent to September 19, 1935 and for the previously eamed and untaxed S Corporation
ncome which has been ¢ ed pnmarly as a result of reporting on a cash basis. The provision for

ber 20, 1995 through December 31 S consisted of the
following:
(in tousanas)
Current
Federal . s
State and local |
Total current 6.188

arg
1,809
188

Deferred
Federal
State and local
Total deferred

cnciliation of the Federai stal

December 31, 1995 is as follows:

Federal income taxes computed at the statutory rate
Increasa (cecrease)
Federal income taxes at the st: tory rate from January 1, 1995
to September 19, 1595 3
Federai and state taxes resuiting from cash to accrual basis for
tax reporting
State income taxes less Federal beneft for the period
SH:M" er 20. 1985 to December 31, 1985
otal provision for income taxes




TEL-SAVE HOLDINGS, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS- (Continued)

Deferred tax (assets) liabilties at December 31, 1995 are comprised of the following elements:
[In Pousanas)
Federal and state taxes resulting from cash to accrual basis for
tax reporting . ........ . $6.399
Amortization of certain intangibies 227)
Unre loss on —89
Total tax liabilities cevee . 6,078
Less: current portion (included in income taxes payable) 3.269
Deferred tax liabilities

NOTE 8 — STATEMENTS OF CASH FLOWS

Supplemental disclosure of cash flow information
Cash paid for:

Interest

Income taxes

During 1995, the Company issued the Cash Fiow Note in the amount of $6,900,000 to the minority
stockholder of *he Predecessor Corporation in connection with the IPO and Reorganization (Note 1(b))

NOTE 9 — QUARTERLY FINANCIAL DATA (Unaudited)

1995

Sales

Gross p

Operating income

Pro forma net ncome

Pro forma net income per share.
1694

Sales

Gross profit

Operating income

Pro forma net income. .

Pro forma net income per share

NOTE 10 — SUBSEQUENT EVENTS

(a) Warrant Agreem

The Company granted, at or above market value, warran hase up to ¢
the Company’s commen stock to cenain part s in January 1996 and March 1996 in orde:
long term relationships with such partitions. The exercise price of the warrants ranges from S8
$11.44 anc the warrants are exercisabie, depending on the relevant agreement, from May
38. The majority of such warrant agreements require the partitions to meet




TEL-SAVE HOLDINGS, INC. AND SUBSIDIARIES
NOTES TO CONSGLIDATED FINANCIAL STATEMENTS-(Continued)

[b) Authorized Shares and Option Plan Amencments

On M 16 96, the Board of Directors, subject to stockholder approval, adoptecd the following

crease the authorized shares of the Company's $0.01 par value common stock to
100.000.000 shares.

se the number of shares that can be issuec under the Company’s 1995 Empioyee
Stock Option Plan to 2,500,000 shares.

(c) 1996 Option Grants

From January 1, 1996 through March 25, 1996, the Company granted options 1o employees and
non-amployee directors at or above fair market value to purchase 1,587,500 shares of common stock
The exercisa prices of such options range from $8.17 to $11.83 anl, depending on the option
agreement, vest from one 1o three years.

() Stock Offenng

On March 25, 1996, the Company filed a registration statement with respect 1o a pubiic offenng of

8.250,000 shares of previously unissued COmmon stock
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PART 1l

ITEMS 10 THROUGH 13.

Information required by Part Il (items 10 through 13) of this Form 10-K is incorporated by reference
to the Company’s definitive proxy statement for the Annual Meeunq of Stockhoiders tc be heid on Apnil
15, 1996, which will be filed with the and E not later than 120 days after
the end of the fiscal year to which this Form 10-K !elalos




PART IV

ITEM 14. EXHIBITS, FINANCIAL STATEMENT SCHEDULES AND REPORTS ON FORM 8K
(a) The following documents are filed as part of this annual Report on Form 10-K.

1. Consclidated Financial Statements:

The Consolidated Financial Statements filed as part of this Form 10-K are listed in the “Index
to Consolidated Financial Statements™ in ltem 8
2. Censolidated Financial Statement Schedule

The Consolidated Financial Statement Schedule filed as part of this report is listed in the “Index
to S-X Schedule.”

Schedules other than those listed in the accompanying Index to S-X Schedule are omitted for
the reason that they are either not required, not applicable, or the required information is included
in the Consolidated Financial Statements or notes thereto.




TEL-SAVE HOLDINGS, INC. AND SUBSIDIARIES

INDEX TO S-X SCHEDULE

Report of Independent Certified Public Accountants
Schecula 1| — Valuation & Qualifying Accounts.
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REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

To the Board of Directors
and Stockhoiders of Tel-Save Holdings, Inc.

The audits referred to in our report dated February 7, 1996, except with respect to Notes 4, 6(c) and
10, as to which the date is March 25, 1996, relating to the consolidated financial statements of Tel-Save
Holdings, Inc. and subsidiaries which is contained in Item 8 of this Form 10-K, included the audits of the
financial statement schedule listed in the accompanying index for each of the three years in the period
ended December 31, 1995. The financial schedule is the of management. Our
responsibility is 10 express an opinion on this schedule based on our audits

In our opinion, the financial statement Schedule Il — Valuation and Qualifying Accounts, presents
fairly, in all material respects, the information set forth therein.

BDO Seidman, LLP

New York, New York
February 7, 199
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TEL-SAVE HOLDINGS, INC. AND SUBSIDIARIES

SCHEDULE Il — VALUATION AND QUALIFYING ACCOUNTS
(In thousands)

Balance at Charged
oPeied *'  and Eipenses

Year ended December 31, 1993
Reserves and allowances deducted
from asset accounts
Aliowance for uncollectible
accounts ¥ . _ S855

Year ended December 31, 1984,

Reserves and allowances decucted
from asset accounts

Aliowance for uncollectible
accounts.

Year ended December 31, 1995
Reserves and allowances deducted
from asset accounts:
Allowance for uncollectible
accounts. . Feias $987 $ (13] $(170)(a, $—

epresa s porton of change in allowance for uncollectible accounts apphed against Accounts Payabia
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Ad.

Exnibit No Deacription
23 Gualfied Stock Cpc»n Agreement between the Company and Danel B orated by
Exniat 10,17 to the Company’s registration statament on Form 5-1 (Fia No. 5 34340))

Non-Qualffied Stock Oc"r:n Agreement betwaen tha Company and Emanuel J. DeMaio (incorporated
by reterence to Exhibxt 10.18 10 the Company's registration statement on Form S-1 (File No. 33-34340)
Qualfied Stock Option Agreement between the Company and Mary Kennon (incomporated by
referance to Exnibat 10.19 o the Company’s registration statement on Form S-1 (File No, 33-34340))
n-Quaified Stock Option Agreement batween the Company and Gary W. McCutla (incorporated by

0 Exniba 10.20 to the Company’s registration statement on Form S-1 (File No. 33-34340))

Duaified Stock Option Agraement between the C ana (incorporated by
11021 1o the Company’s regist te 0 File No 33;4;4:‘
Company and Peter K. Morrison (in rated by
‘arence to EJ’Lr‘ 1022 10 e Company's regisirabon statement on Form S-1 (Fila
Net Income Per Share Calculation (incorporated by reference to Exhibt 11.1
registration statement on Form S-1 (File No. 333-2738))
Subsidiaries of the Company (incorporated by referance to Exnibit 21.1 1o the C
statement on Form S-1 (File No. 333-2738)

OMract Of COMPANsatony plan of Arangement

Tsatment previously has been granted for 3 porton

“orm 8-K.

Trere were no C.r'er‘l Reports cn Form 8- g the three months
ended December 31, 1995




- SIGNATURES
Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the
registrant has duly caused this report to be signed on its behalf by the undersigned, thereunto duly
authonz

Dated ' TEL-SAVE HOLDINGS, INC.

March 29, 1996 By /s/ Daniel Borislow
Daniel Borisiow
Chairman of the Board,
Chief Executive Officer and Director

Pursuant to the requirements of the Securities Exchange Act of 1934, this repont has been signed
below by the following persons on behalf of the registrant and in the capacities and on the dates
indicated.

March 29, 1996 By: /s/ Daniel Bonslow
Daniel Borislow
Chairman of the Board,
Chief Executive Officer and Director

March 29, 1996 /s/ Gary W. McCulla
Gary W. McCulla
President, Director of Sales and
Marketing and Director

March 29 5 /s/ Emanuel J. DeMaio
Emanuei J. DeMaio
Chief Operations Officer and Director

Is/ Josaph A. Schenk
Joseph A. Schenk
Chief Financial Officer, Treasurer and Director

March 29, 1 ) 's/ Kevin R. Kelly
Kewn R. Kelly
Controll

s/ Har:
Harolc
Director

March 29, y: /s/ Ronald R. Thoma
Ronala R. Thoma
Director




Tel-Save Holdings, inc
Balance Shee!
December 31, 1996

ASSETS
Current assets
Cash and cash equivaiants
Marketable securtties
Accounts recervasie, vade
Parttion advances and note bies
Note raceivable rom stockhoider-curre
Prepa incomae taxes
Dus trom related entty
Due from broker
Prepaid expenses and other curent assets
Total current a3sets
Fumiture and squipment. net
gibies
Note recervabie from stockholder
Other Assets

Total

8.022.568

149,237,625

19,970,802

13.410.448

868,700

3.549.902

198,522 822

30097414

24,483,853

3923942

257,008 031

1273195

41210948

1,100,000

193,541

65,155 842

2.687 682

1488811

2,074 888
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Tei-Save Holdings. Inc. and Subsidiaries
Balance Sheet
December 31, 1996

3

e

UABILTIES AND STOCKHOLDERS' EQUITY 1231798

Current fabiites
Note payable. bank
Accounts payable and accrued expenses:
17.812.313 12,622.459
4.397.696 3,047,158
1.592.5682 1,405,676
1,819,184 513,645
Oue 1o reiated parties
Due 1o related entty
Securftes 5okt but not yet purchased, at market
Income taxes payable

Note payable to stockholder - current

Total current labiites 26.288.455

Coterred cracns
Deterred income taxes payabie
Total labities 26,288,455
Commitments anc contngent llabilites
Stockhoiders’ equity
Preferrad stock
Common 165,000
Addimonal paia-in capital 37,245.434
Treasury stack (4.560.000)
Retained samings 24,042.279 2,874,009
Total stockholders’ squity 230719575 41314437

Total iabiities and stockhoiders’ equity 257,008,031 71,388,022




Tel-Save Holdings, Inc. and Subsidiaries

Statements of Operations
Year Ended December 31, 1996 and 1995

Sales
Cost of sales

Gross profit
Gross profit margin

Total SGEA

Operating income
Operating margin
Other:

Interest income
Interest expense
Other, net

Total other

Income before taxes
Pre-tax margin

Provision for income taxes

Net income

Year Ended
12/31/96

$232,424,223

200,597,548

Year Ended
12/31/95

$180,101,585

156,121,250

31,826,675
13.7%

10,038,355

23,980,335
13.3%

6.279.769

21,788,320
9.4%

7,180,111
(137,808)
3,532,211

17,700,566
9.6%

888,348
(179,193)
@r7.777)

10,584,513

331,378

32,372,833
13.9%

12,204,558

18,031,944
10.0%

7212778

$20,168,275

$10,819,166
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PART I - FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS

TE VE HOLDINGS, INC, AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
(In thousands, except for share data)

September 30,
1996
(Unaudited)

Assets:
Current:

receivable, trade net of allowance for uncollect
ible accon of $931 and $804, respectively 95 19,088
Advances u 1s and note receivables ,833 3,563

Due from brok 1.100

Prepaid expenses and other current assets 194

Total current assets 7 65.156
Property and equipment, net of accumulated depreciatc

2,66
mortization of $3.159

Liabilities and Stockholders' Equity
Current liabilities:
Accounts payable and accrued expenses
Trade and
Paruuons
Sales and excise taxes payahie
Other
Securities sold short. at cost to purchase
Income taxes payable
Note payable 1o stockholder - current
Total current liabilities

taxes pavable
Total liabilities
Commitments and contingencies
Stockholders' equity
Preferred stock. $.01 par value, 5.000.000 shares autho
rized; no shares outstanding
Common stock - $ 01 stated value, 100.000.000 autho
rized; 29 049,000 and 19,500,000 issued and outstand
ing. respectively 290 195
Additional paid-in capital 187,710 37,245
Retained earn 18,341 3.874
Unre: d gain on marketable secunties 1,455 -
Total stockholders' equity 207,796 41314

Total liabilities and stockholders cquity $239.378 $71.388

See accompanving notes o consolidated financial statements

-3




TEL-SAVE HOLDINGS, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF INCOME
(Unaudited)

(In thousands, except for per share data)

For the Three Months For the Nine Months
Ended September 30, ___Ended September 30,

1996 1995 1996 1995

Sales $60.079 $48.366 $168,159 $129.711

Cost of sales 51,756 42.696 5 .555

Gross profit 8,323 670 156

Selling, general and adminis-
trative 2,452 662

Operating income 5.871 4,008

Other income, net 5.416 191

Income before provision for
income taxes 11,287

Provision for income taxes

Net income (loss)

Pro forma:
Income before provision for
income taxes
Pro forma provision for in

come taxes

Pro forma net income

Net income per share -
Primary

Weighted average comiaon
and common equivalent
shares outstanding - Primary 31,699

Net income per share - Fully
Diluted

Weighted average common
and common equivalent
shares outstanding - Fully
Diluted 5 28,089

nsolidated financ




TEL-SAVE HOLDINGS, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF STOCKHOLDERS' EQUITY
FOR THE NINE MONTHS ENDED SEPTEMBER 30, 1996
(Unaudited)

(In thousands)

Unrealized
Gain o
Retained Marketable

Earmings Securities

Balance, January 1. 199
Net income

Issuance of warrants to partitions

Sale of common stock 139,069

Exercise of common stock options 4471
Income tax benefit related to exercise of

common stock options 5.043

Unrealized gain on marketable securities 1,455 1,455

Balance, September 30. 1996 29,049 $187.710 $18.341 $1.455 $207,796
—

See accompanying notes 1o consolidated financial statements




TEL-SAVE HOLDINGS, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited)
(In thousands)
For the Nine Months
Ended September 30,
1996 _ 1995

$14.467

2,991
(11,270)
(2,195
(1,92

8,757
4,914
11.639

»perating a

g activitic
(L8110
120.006)
(1.100)
1,100 (600)
(3.034)
loans 5,109
(10.501)
(30.243)

f marketable securitie:

h used 1 nvestng

- (1,725
5,921) (1.042)
139.069 37.061
4471

- 13.200)
(4.500)

137.619 16.594

119,015 30.593
41.211 11
$160.226 $30.604

sh and cash equivalents

valents. at beginning of period

valents. at end of period

See accompanying not nsolidated financial statements




AR NS

wo

TEL-SAVE HOLDINGS. INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
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TEL-SAVE HOLDINGS, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Continued)
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ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND
RESULTS OF OPERATIONS

Introduction

reseller of AT&T
1y is 1n the proy
One E

The

services, as

: based on the

¢ and support. The Company believes that, historically

AT&T and us ability to manage and distribute

In 1992, the Company negotiated a contract

rates than its previou act tar In July 1994, the
AT&T. resuluing in further reduced rates for

AT&T 800 Service. which the Company then

tober 1996, the mpany subscribed to a new AT&T contract tariff, which permits the
ny u AT&T long distance services luding AT&T-SDN service,
act tariff also includes other AT&T services (such as

dist b and outhound ces) that will be used 1n the Company

e long dis! k. OBN  The rates that the Company will pay under the new

AT&T contract tariff are m vorable 1o the Company than under previous taritfs. During its
term, the new AT&T coritra nff will enable the Company to minimize possible attrition that
esult from mg existing end users from the AT&T network to OBN. The new AT&T
tf alsc more gradual introduction of OBN, which should reduce the expense
more rapid phase-in of OBN and lessen the unpact of any
in of OBN. The more gradual introduction of OBN
alization of the anticipated benefit of the more favorable
AT&T contract taniff requires the Company to commit to
A&T over the next 4 years. This commitment s larger
mpany has made. but the Company beiieves that it can
from AT&T of approximately $10
v contract tanff without habality
srchased $90 mull
The Compa also terminate the new cont
months if the Company and AT&T enter into a new
commitment of at least $5 mullion per month and
nths and er 1onths that the Company
the Compa rchase or pay for AT&T
¢ months prior to such
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and LEC access

wn

s for

1996 a

TP s

such ser

wa

ympany s con:

f this disclosure requirer

es with




TEL-SAVE HOLDINGS, INC. AND SUBSIDIARIES

Resuits of Operations

The following tables sets forth for the periods indicated certain financial data as a percentage of

sales

Percentage of Sales
For the Three Months Fnded For the Nine Months Ended
September 30 September 30.
1996 1995(A 996 1995(A
Sales 100.0% 1000% i 100 0%
Cost of sales _86.1
Gross profit 13.9
Selling, general and administrative
Operating income
Other income, net
Income before provision for
income taxes 8. 3 10.2
Provision for income taxes 40
Net income ’ X 62%
D

of operatons were taxadle as a C
ed September 30. 1995 Prior tc
ectly 10 its shareholders




AND SUBSIDIARIES
Ended Septembe

TEL-SAVE HOLDINGS. IN(
September 30, 1996 to the Three Month

Three Months Endec

0, 1995

AT&T. MCl

AT&T and ¢

ral and admims

M 1996 fr

and

erest income

ncome consists prima
esulting pr pplied
ering in
ve tax rate
pro f ax rate
cipated
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mber 30, 1995




TEL-SAVE HOLDINGS, INC. AND SUBSIDIARIES

\ine Months Ended September 30, 1996 to the Nine Months Ended September
30, 1995
nths of

of the Company's distr

mber of orders submitted e C an;
nificant partiti
S8 8

AT&T-SDN an,

1996

1 the first nine months of 1996 from
! al and
plan

management per 10 support the

The increase in sel

ased fees for professionai services

Other Income [ e tor the first nine months of 1996 was $7.9 million
ersus $2 ) hs a year ago. Other income for the quarter
includes two nonrecurring gams . a S1.4 million gain on the sale of securities of
distance company and a $1.5 mullion gain on the sale of short t
The remainder of other
1 the Company 's cash bal

npany s publy




TEL-SAVE HOLDINGS, INC. AND SUBSIDIARIES

Liquidity and Capital Resources

1996

1sed

S on
x LIBOR plus




TEL-SAVE HOLDINGS, INC. AND SUBSIDIARIES
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TEL-SAVE HOLDINGS. INC. AND SUBSIDIARIES

PART II - OTHER INFORMATION

of Matters to a Vote of Security Holders

t applicable:
applicable
t applicable

Irem Qiher Information
As discussed abov Part I, Item

AT&T a copy of wh

ltem 6 Exhibits and Reports on Form 8:-K

(a)  Exhibits

Exhibit 10.29  AT&T Contract Tariff No. 5776
Exhi Computation of Net income Per Share

he quarter ended Septem

ct taniff with
1 by reference




SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused
this report I signed on its behalf by the undersigned thereunto duly authorized

Date: November 7, 1996 TEL-SAVE HOLDINGS. INC. AND SUBSIDIARIES

By: s\ Daniel Bonislow
Daniel Borislow
Chairman of the Board,
Chief Executive Officer and Director

By s Joscph A Schenk =~
Joseph A. Schenk
Chief Financial Officer, Treasurer and Director

By: s Kevin R, Kelly
Kevin R. Kelly
Controller
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ITH FCC PAYPHONE ORDERS

TELEC OMMUNIC ATIONS SERVICE FILINGS

These are the telecommu v 18 that the Commussion has received for the period of

/11, 97 Ihmlwh v4/ l7/‘)7

gt TITLE/STAFF/SYNOPSIS g Akl

DATE | INTERVENTION |

REQUEST FOR CERTIFICATE OF AUTHORITY

il




BEFORE THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF SOUTH DAKOTA

IN THE MATTER OF THE APPLICATION OF ORDER GRANTING
TEL-SAVE, INC. D/B/A THE PHONE AMENDED CERTIFICATE OF

COMPANY, INC. FOR AN AMENDED AUTHORITY

)
)
)
CERTIFICATE OF AUTHORITY TO PROVIDE )
LOCAL EXCHANGE SERVICE IN SOUTH ) TC97-040
DAKOTA )

Commission) n accordance with SDCL

15 1997 the Public Utlities Commission (
amended certificate of au y from

SD 20 10 24 02 recewved an application for ar

d/b/a The Phone Company. Inc (Tel-Save)

uth Dakota centfied interexchange provider. seeks authonty 1o resell
ota in areas served by local exchange

N pursuant 10 47 U S C § 251(f)(1

Save. currently a Sol
nge services throughout the state of South

are not eligible for a small or rural camer exemg
Apnl 17 1997 the Com ally transmitted notice of the filing and the
f May 2 1997 sted individuals and entities
y scheduled June 3, 1997 meeting. the Commission
honty  Commussion Staff

n deadiine No petitions 10 intarvene
s were filed and at its reguls
Save's request for an amended certficate of aut
granting an amended cetificate of authonty
n over this matter pursuant to Chapter 49-31
specfically 49-31-3 and ARSD 20 10 24 02 and 2 02403 The Commussion finds that Tel-Save
| requirements estaphished for the granting of an amended c ate of authionty

djemonstrated sufficient technical financial and
The Commission

ymmussion finds that it has junsdict

accordance with SDCL 49-31-3
apabilities to offer telecommunications services in South Dakota

ves Tel-Save's application for an amended certif of authority Further. the (
102402 (8) and (12} As the Commission's final d

appr
warves the provisions of ARSD 20
matier 1t1s therefore
RDERED. that Tel n for an amended cemficate of authorty is hereby
granted effective

FURTHER ORDERED that Tel-Save shall file informational copies of tan#f changes with the

Commission as the changes occur

Dated at Pierre South Dakota this

CERTIFICATE OF SERVICE

CHOENFELDER Commissioner




Z

UTH DAKOTA PUBLIC UTILITIES
COMMISSION

AMENDED CERTIFICATE OF AUTHORITY

SO

To Conduct Business As A Telecommunications Company
Within The State Of South Dakota

5 Granted June 3, 1997, effective June 15, 1997

Docket No TC97
This is to certify that
TEL-SAVE, INC. D/B/A THE PHONE COMPANY, INC.
1s authonzed to provide telecommunications services in South Dakota
This certificate 1s 1ssued ir rdance with SDCL 49-31-3 and ARSD

nd it e conditions and limitat tained in
Nes governir conduct of offering telecommunications

at Pierre, South Dakota this _/ dayo! __J{,

SOUTH DAKOTA PUBLIC
UTILITIES COMMISSION:
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