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VIA OVERNIGHT DELIVERY

Mr. William Bullard, Executive Director
South Dakota Public Utilities Commission
500 East Capitol, State Capitol Building
Pierre, South Dakota 57501

Re: WMMW
Dear Mr. Bullard:

Enclosed for filing please find are an original and ten (10) copies of the above-
referenced Petition for Certificate of Authority to Provide Intrastate Interexchange
Telecommunications Services Within the State of South Dakota. Also enclosed is a check in

the amount of $250.00 in payment of the requisite filing fee.

Please date-stamp the enclosed extra copy of this filing and return it in the attached
self-addressed, stamped envelope. Should you have any questions concerning this filing,
please do not hesitate to contact Pamela Arluk at (202) 424-7770.

Very truly yours,

Q'; = 7 /7 /\
Pamela S. Arluk
Jean M. Gibbons
Counsel for Telco Holdings, Inc.
d/b/a Dial & Save
Enclosures
179927138

3000 K STreer, N.W. @ Suire 300
WaAsSHINGTON, D.C. 20007-5116
(202)424-7500 » Terex 701i31 ® FACSIMILE (202)424-7645
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BEFORE THE
SOUTH DAKOTA PUBLIC UTILITIES COMMISSION

Application of

TELCO HOLDINGS, INC. d/b/a
DIAL & SAVE

For a Certificate of Authority to Docket No.
Provide Intrastate Interexchange
Telecommunications Services
Within the State of South Dakota

PETITION FOR CERTIFICATE OF AUTHORITY

Telco Holdings, Inc. d/b/a Dial & Save (*Telco” or "Petitioner”), by its undersigned
counsel, hereby submits its Petition for a Certificate of Authority to provide intrastate
interexchange telecommunications services pursuant to Section 49-31-3 of the South Dakota
Codified Laws and the Rules of the Public Utilities Commission. As part of a pro forma corporate
reorganization, Telco’s wholly owned subsidiary, Dial & Save of South Dakota, Inc. (*Dial &
Save”), a certificated carrier providing interexchange services in South Dakota, will be merged
with and into Telco. Upon consummation of the transaction, Dial & Save will cease to exist.

As such, Telco seeks authority from the Commission for a certificate of authority in its own name.

The management team and ultimate ownership and control of the proposed licensee, Telco,
will by the same as that of Dial & Save. Dial & Save has successfully been providing

interexchange services to customers in the State of South Dakota for more than two years pursuant

to a grant of authority issued by the Commission in Docket No. TC95-010 dated May 22, 1995.
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After the subject merger is completed and Telco becomes the service provider in South
Dakota, there will be no change in the manner in which service is provided to the public. The
reorganization is simply a paper transaction that will be virtually transparent to customers in terms
of the services that they receive. In light of Dial & Save’s proven track record of providing
interexchange services to customers in the State, and the fact that Telco will operate in the same
manner and under the same management as Dial & Save, Petitioner respectfully requests expedited
treatment of the insant application so that its proposed reorganization may be completed in a
timely manner.

In support of its application for a certificate of authority in its own name, Telco provides
the following information as well as a proposed initial tariff:

1. The legal name of the Petitioner is Telco Holdings, Inc. d/b/a Dial & Save. Telco
maintains its principal place of business at:

4219 Lafayette Center Drive
Chantilly, Virginia 20151-1209
Telephone: (703) 631-5600
Facsimile: (703) 803-3430

2 Correspondence or communications pertaining to this application should be directed

to:

Pamela S. Arluk, Esq.

Jean Gibbons, Esq..

Swidler & Berlin, Chartered
3000 K Street, N.W., Suite 300
Washington, D.C. 20007-5116
Telephone: (202) 424-7715
Facsimile: (202) 424-7645




with a copy to:

Bryan Rachlin

Chief Operating Officer, Secretary

and General Counsel

Telco Communications Group, Inc.

4219 Lafayette Center Drive

Chantilly, Virginia 20151

T'elephone: (703) 631-5600

Facsimile: (703) 803-3430

3. Telco is incorporated under the laws of the State of Delaware. The duration of

Telco's incorporation is perpetual. Copies of Telco's Certificate of Incorporation and Authority
to Transact Brsiness within the State of South Dakota are attached hereto as Exhibit 1. Telco is
a wholly owned subsidiary of Telco Communications, Group, Inc., (*TCG") a Delaware
corporation that is publicly traded on the Nasdaq National Market System, and whose principal
offices are located at 4219 Lafayette Center Drive, Chantilly, VA 20151-1209. In addition, on
June 5, 1997, TCG entered into an Agreement and Plan of Merger with Excel Communications,
Inc. to merge the two entities into subsidiaries of a new holding company. As part of the
proposed transaction, a new holding company, New Res, Inc. has been created as a subsidiary of
Excel. New Res, Inc. has two merger subsidiaries, E-Sub, Inc. and T-Sub, Inc. Excel and TCG
will merge with E-Sub, Inc. and T-Sub, Inc. respectively, leaving Excel and TCG as surviving

subsidiaries of New Res, Inc. The Commission was informed of this Agreement by letter dated

June 26, 1997. The parties plan to consummate this Agreement by September 15, 1997.




The name and address of Telco's registered agent in South Dakota is:
CT Corporation System
319 South Coteau Street
Pierre, SD 57501
(605) 224-5826

4. Telco seeks to provide resold telecommunications services to subscribers to and
from all points in the State of South Dakota and therefore seeks statewide authorization.

5. Telco Services: Petitioner proposes to provide 24-hour intrastate interexchange
telecommunications services, 800 services, and postpaid debit travel card services to subscribers
to and from all points within the state. Telco Holdings, Inc. hereby adopts the tariff of Dial &
Save which has been approved and is on file with the Commission. Attached as Exhibit 4 is a
proposed tariff reflecting that all of the services being offered to the customers are the same and
that the only modification is the change in name.

Telco will provide high quality (digital wherever possible) service with a blocking rate no
greater than P.01 to presubscribed business and residential customers. Telco's services will be
available on a full-time basis, twenty-four hours a day, seven days a week. Telco's services will
use mostly Feature Group D Access and special access facilities. Telco's toll-free number for
customer inquiries is (800) 787-3333.

6. Telecommunications Experience: Telco provides interstate services pursuant to a
tariff filed at the Federal Communications Commission. In addition, Telco’s Dial & Save
subsidiaries are currently authorized to provide resold interexchange services, by virtue of

certification, registration or on an unregulated basis, in forty-eight states throughout the United

States.




e Petitioner's officers are well qualified to execute its business plan, having extensive
managerial, financial, and technical telecommunications experience. Descriptions of the
telecommunications and managerial experience of Petitioner's key personnel are included in
TCG's Annual Report to the Securities and Exchange Commission on Form 10-K, which is
attached hereto as Exhibit 2.

8. Petitioner is financially qualified to provide interexchange telecommunications
services in the State. In particular, Petitioner has access to the financing and capital necessary to
conduct its telecommunications operations as specified in this Petition. Petitioner will rely on its
existing personnel and technology and financial resources to provide intrastate services,
accordingly, no additional investment will be needed to offer the proposed services. Petitioner's
financial qualifications to provide interexchange telecommunications services are attached hereto
as Exhibit 3.

9. Approval of this Petition will serve the public interest by creating greater
competition in the interexchange marketplace and by providing consumers a greater choice of long
distance services. Telco, through its Dial & Save of South Dakota subsidiary, has been providing
high quality, competitively priced services to customers throughout South Dakota for two years.
Petitioner believes that maintaining alternatives in the long distance service market will provide
South Dakota callers with the most competitive prices and widest arrangement of service and
billing options possible. Information concerning Telco's proposed marketing business structure

is attached hereto as Exhibit 5.




WHEREFORE, Telco Holdings, Inc. d/b/a Dial & Save requests that the South Dakota

Public Utilities Commission grant the requested authority to resell intrastate telecommunications

services in South Dakota.

Dated: July 8, 1997

179830.10

Respectfully submitted,

p & e 4 1
Pamela S. Arluk
Jean Gibbons
SWIDLER & BERLIN, CHTD.
3000 K Street, N.W.
Suite 300
Washington, D.C. 20007-5116
Telephone:(202) 424-7715
Facsimile: (202) 424-7645

Counsel for Telco Holdings, Inc.
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EXHIBIT 1

Certificate of Incorporation and
Certificate of Authority to Transact Business
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CERTIFICATE OF INCORPORATION
F
TELCO HOLDINGS. INC.

FIRST: The name of the Corporanon 1s TELCO HOLDINGS, INC

SECOND:  The address of the Corporauon’s registered office ia the Stat2 of Delaware
15 1209 Orange Street, City of Wilmington. County of New Castle. Delaware 19801, The name of
the Corporauon’s registered agent at such address is The Corporation Trust Company

THIRD: The purpose of the Corporanon 1s 10 engage 1n any lawful act or actvity for
which corporancns may be organized under the General Corporauon Law of' the State of Delaware.

FOURTH:  The total number of shares of all classes that the Corporation shall have
authonty to iszue 1s 5,000 shares, par value $0.01 per share. 10 be issued as shares of Comumon Stock.

FIFTH Except as otherwise required by law or evpressly provided in this Ceruficate
of Incorporation. each share of Common Stock shall eande the holder thereof 10 onc (1) vote of 2ach
marter submitted to a vote of the stockholders.

SIXTH: The name and mailing address of the incorporator of the Corporation are as
follows:
Name Address
Andrew M. Ray 3000 K Saeer, N.W
Suite 300

Washington, D.C. 20007

SEVENTH: In furtherance and not in limitation of the powers conferred by statute, the
Board of Directors of the Corporation is expressly authorized to make, alter or repeal the By-Laws
of the Corporation, subject to any specific limitation on such power provided by any By-Laws
adopted by the stockholders.

EIGHTH: Elections of directors need not be by written ballot unless the By-Laws of the
Corporation so provide.

NINTH: The Corporation is to have perpetual cxistence.

TENTH: The Corporation reserves the right to amend, alter, change or repeal any
provision contained in this Certificate of Incorporation. in the manner now or hereafter prescribed

by statute, and all rights conferred upon (he stockholders herein are granted- subject to this
rescrvation.
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ELEVENTH: A, A dircctor of the Carporaucn shall not be personally iiable 10 the
Lorperanon or its stockheiders for monetars damagec tor braack of Sducian dut as 3 digeoter

except for habdity 1) for any brcacb oI e director s Juty ol loyaity 0 the Corporauon or :
stockholders, (11) for acts or omissions not in good faith or that invelve intentional rmsconduct or
4 knowing violanon of law, (i) under Secuon 174 of the Geaeral Corporation Law of the State of
Delaware, or (iv) for any transaction from which the director derived an improper personal benefit.
If the General Corperation [.aw of the Sute of Delaware 15 ameaded 1o authorize corporate action
further elrminaung or limitag the personal liability of directors, then the liabilin: of 3 dirsctor »f the
Corporauon shall be eliminated or limited to the fullest extent permitted by the General Corporation
Law of the State of Delaware, as so amended. Any repeal or modification of thus Secuon A by the
stockhalders of the Curpuraticn shall not adverscly atfect any nght or protecton of a director of the
Corporation exisung at the ume of such repeal or modification.

B. Each person who was or is made a party or is threatened to be made
a party 0 or i3 or was involved in any action, swit or proceeding, whether civil, criminal.
adminisiratise . 1 invesngative (hereinafter a “proceeding’), by reason of the fact that he or she or
a person of whom he or she is the legal represcatative is or was a director, officer or employec of the
Corporanon or is ur was sening at the request of the Corporation as a director. officer. emplovee or
agent of another corporauon or of a parmershup, joint venture, trust or other enterprise, including
service with respect to employee benefit plans. whether the basis of such proceeding is alleged action
in an official capacity as a director, officer, employee or agent or in any other capacity while serving
as a director, officer, employee or agent, shall be indemnified and held harmliess by the Corporation
to the fullest extent authorized by the General Corporation Law of the State of Delaware as the same
exists or may hercafter be amended (but, in the case of any such amendment, only to the extent that
such amendment permits the Corporation to provide broader indemnification rights than sad law
permutted the Corporation to provide prior to such amendment), against all expense, liability and loss
(including attorneys’ fecs. judgments, fines. ERISA excise taxes or penalties and amounts paid or
1o be paid 1n seticment) reasonably incurred or sutfered by such persoa in connection therewith and
such indemnification shall continue as 1o a person who has ceased 10 be a director, officer. employ ez
or agent and shall inure 1o the henefit of his or her heirs, executors and admirnustratoss: provided.
however, that except as provided in Section C of this Arucle Eleventh with respect to proccedings
seeking 1o enforce rights to indemnification, the Corporation shall indemmfy any such person
seeking indemnificution in connection with a procceding (or part thereof) initiated by such person
only if such proceeding (or pert thereof) was authorized by the Board of Directors of the
Corporation. The right to indemnification conferred in this Section B shall be a contract nght and
shall include the right to be paid by the Corporation the expenses incurred in defending any such
procceding in advance of its final disposition; provided, however, that if the General Corporation
Law of the State of Dclaware requires, the payment of such expenses incurred by a director or officer
in his or her capacity ay a director or officer (and not in any other capacity in which service was or
is rendered by such person while a dircctor or officer, including without limitation, service 10 an
employee benefit plan) in advance of the final disposition of a proceeding, shall be made only upon
delivery 1o the Corporation of any undertaking by or on bebalf of such director or officer, to repay

.2.




all amounts so advanced if it shall ultimately be determined that such director or officer is aot
enttded ro e indeminificd uader this Section B or dtheraise

C If a claim under Sectuon B of this Arucle Eleventh is not paid in full
by the Corporation wattun thurty days arter a wnitten claim has beea received by the Corporation, the
claimant may at any tume thereafter bring suit against the Corporanon to recover the uapaid amount
of the claim and, if successtul in whole or in par, the claimant shall be santled to be paid also the
sxpense of prosecuting such claim. It shall be a defense ro any such action (other than an action
brought to enforce a claim for expenses incurred 1n defending any procceding in advance of its final
disposinon where the required undertalung. if any 1s requared. has been tendered to the Corperation)
that the claimant has not met the standards of conduct that make it pcrmissible under the General
Corporation Law of the State of Delaware for the Corporauon to indemnify the claimant for the
amount claimed, but the burden of proving such Jdefcnsc shall be on the Corporation. Neither the
failure of the Corporation (including 1ts Board of Directors, independent legal counsel or
stockholders) to have made a Jetcrmination prior to the commencement of such action that
indemnificauon of the claumant is proper in the circumstances because he or she has met the
applicable standard of conduct set forth in the General Corporauon Law of the State of Delaware.
nor an actual determuinativu by the Corporation (including its Board of Directors. independent legal
counsel or stockk vlder) that the claimant has not met such applicable standard of conduct. shall be
a defense to the action or create a presumption that the clamant has not met the applicahle standard
of conduct.

D The right to indemnification and the payment of expenses incurred in
defending a proceeding in advance of its final disposition conferred in this Article Eleventh shall not
be exclusive of anv other nght that any person may have or hereafter acquire under any statute.
provision of the Cerulicate of Incorporation. By-Law, agreemcnt, vote of stockholders or
disinterested directors or otherwise

E. The Corporaton may purchase and maintain insurancc or fwrnish
similar protection, including, but pot limited to, providing a trust fund, lewer of credit or
self-insurance, at its expense, to protect itself and any director, officer, employee or agent of the
Corporation or another corpuration, partership, joint venture, trust or other caterprise against any
expenses, liability or loss. whether or not the Corporation would have the power to indemnify such
person against such expcnse, liability or loss under the General Corporation l.aw of the State of
Delaware.

F. The Corporation may, 1o the extent authorized from tme to0 time by
the Board of Directors. grant rights to indemnification, and rights 1o be paid by the Corporation the
expenses incurred in defending any proceeding in advance of its final disposition, to any agent of
the Corporation to the fullest extent of the provisions of this Artcle Eleventh with respect tn the
indemnification and advaucement of expenses of directors. officcrs and employees of the

Corporation.

3




THE UNDERSIGNED, being the incorporator herewnbefore named. for the purpose of
f3rming A corporation pursuant to the General Corporauan Law ~f the Sute of Delawars. makes thus

Carulicate, Deredy decianng and CeTUn ng WAL tne 1aCTS nerewn slaled ArC Wle, dnd JCCordiags s

hereunto set his hand and seal this 30=day of December, 1996.

S I SR
J_ A M I g —
ANDREW M. RAY /



OFFICE OF THE SECRETARY OF STATE

CERTIFICATE OF AUTHORITY

I, JOYCE HAZELTINE, Secretary of State of the State
of South Dakota, hereby certify that the Application for
a Certificate of Authority of TELCO HOLDINGS, INC. (DE)
to transact business in this state duly signed and
verified pursuant to the provisions of the South Dakota
Corporation Acts, have been received in this office and
are found to conform to law.

ACCORDINGLY and by virtue of the authority vested in
me by law, I hereby issue this Certificate of Authority
and attach hereto a duplicate of the application to
transact business in this state under the name of TCG
HOLDINGS, INC.

IN TESTIMONY WHEREQOF, I have
- hereunto set my hand and
g A~ affixed the Great Seal of the
P - State of South Dakota, at
Pl - Pierre, the Capital, this
June 13, 1997.




EXHIBIT 2

Financial Qualifications
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it requested additional public commeat oa the i(ssue of the appropriate leagth of
the transition period. Commeats were required %o be filed with the FCC by May
21, 1996, It iz not knowa whea the IUC will ctake (fisal action ia this
proceeding. However, all of the 10XXX CIC Codes have beea allocated. Since
Magch 31, 1993, Bell Cosmunications Research, Inc., the aamiaistrator of the
North Amecican Numbering Plaa, has beea issuing LO0LIOUKX codes.

The 19% Telecommunications Act removed the restrictioas coaceraiang the
provision of long aistance service by the RECCs and GTE Operating Companies
("GTOCa"), alithough the REOCS will need to obtain specific ICC approval and
satisfy other conditioss, iacluding a checklist of iatercomnectioa 4nd other
tequitements on LECS, prior to providing long distance secvice in the regions ia
which they provide local eachange secvice.

Ia acdition %o promotisg competition ia the U.S. long distance
telecommunications sarket, the 1996 Telecosmunicatioas Act also opened U.S.
local service telecomBunication ®arkets tO COMpetition Dy preempting state and
iSCal laws %0 thne eAtent they preveat Competitive eatry iato the provision of
any telecommusications service, and by Leposing a4 variety of sew duties oa LECs
%0 promote competition ia local eachange services. Among other tequicesents, all
LECSY aze required £ PRrMAt resale of thHELr telecommunications services without
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BUSINESS STRATLOY

The Ceegany's @Y L3 O ACRIeVe CONTinLeqd JITWTR Dy providing a DiItes
a2y 3¢ coep prilea o83 3 Ce  services. The CTompany's prisary
SEIECTLIVES L0 DLIIUIAG LRI ITIategy Afe O

c2nti%ue %2 Lxpand the Coasumer Division's Dial Aszousng i
3 AwdZeness By .nCIeasing ity direct walil are
s f2r soth

a3 8 ing
@ Jial & Save ana Long Distance @molesale CTlup brand tanes.
03 %0 @ADIOLe .NNOVATIONS within ALY Product Lime iacluding
ing Media thAT AZe  AlTEINAtiVe Or complesentary %O difect
ail, TRe Jeve.cpment Of 1AL 4Iound  AVertising Targeting existisg ana former
cLatomers, AL0INLTY JIOUPS AN tRe Creation of new Jial around products
ang Company's goal  .n ail af these efforts i3 t3  incriease
AIVEITLINING  IeIPONIe IATES 453 TUITOMEI L3430 And T3 LOwer Customer attritionm,
therery lecteasisg LOMEr  ACQUANLTION costs. Duz.ing 1997 the Company intends
- continue L9 SArKOting eff32%3 .3 the contigucus 4F states and the
Sistzice of Columd 3 «3i0g the ten western ITates ia «rich the Company
DOGAR Barreting in late 1996 ana Jasvary 1997

Expana CSD %0 ennance the Jrowth prospects of the Company and o optimize
the use of the metwork. TSD's  sales atrategy i3 %O Duild its sales faorce,
LACIUELAG FiZect AnC iNdependent AleS  IePIesentatives and telesales marceting
Ag08%3  TArgeting commercial an. carrier accousts. T™e Company iateads o
suppliemant THLS 34103 fOrce wilth LTS existing ItIong Customer support fuactions
and fileld service operaticns and Tel labs adirect Billing capasilities.
SLrrently, «sage of the Company's fetwOrk OCCuUrs mOStly during the sveaings ana
on weerends. By increasing the sumber 3f commercial customers, the Company
intenads o moze effectively L3¢ the sigaificant available daytise capacity of
its network

DOCIease Network Cost per minute of use tALough the Continued expassion and
deveicpment of the Company's network. The Cospany completed its satiosal setwork
ia the 2Mize £ of 1996 witn the depioyment of ity Las Vegas, NV switea.
ends 1O CONtinue tO a3d low cost fixed capacity to its
T2 Keep pace with the Cospany's Jromth and o reduce
Lransmission expenses. To eshance the efficieacy of the fixed-cost
ements of (%3 fetwork, the Company JeeRs O increase Doth oversil traffic
voLune and Dusiness-driven aytime traffic ia order to balasce the existisg
BIGRT  and weetend Ooff-peat traffic from residential customers. Low cast
LIARIMLIISION eXPANIES, COUPled with A8 GXPARSIVE NeTtWOLR, 4Ale eapected to
provide the Company with the coatisued ability %o grow it ealsting dial around
FLITLIDULION segment 4nd IO GAPASE LATO W QISTIIDUTION CRAANGLS. SuCR gromth
"ay 4i30 2e facilitated Dy select strategic  alllances, iavestmeats or
ACJULIILTLIONS a3 the Company deems appropriate.

Offer Insovative Products and Services whlle leveraging its Network asd
Sperating Iafrastructuse and Business Iaformatica Systems, O meet the seeds of
the Company's sesidentilal and commescial customer base. During December 199,
Te. Labs, the Company's wnolly owmed dilling subridiacry. processed appromisately
6 million call records. The Company Delieves that accurate asd sophisticated
information FYSTems A€ ey TO JIOWCh AR JUCCess in the telecommunications
incustry. Tel Labs provides the support that will emable the Compasy to grow its
®ALITING CustOmer DA And O DIt ride new Droducts and  services o ity
regi2ential and commetcial customers, iacluding the provisica of digrect dills to
Commercial CUITOMECS.  Such Products 4nd SIVICes may 4l90 include the tesale of
LOCAL WRZRANGE JeIVices, iAternet services, voice mail, FAX Droadcast, paging,
vi3ec confereacing ana confereance calling. T™he Company Delieves that its network
sigence, ©Silling and reporting Systems eakance the Company's competitive
Ly and provide a platfors for future Jrowth and Product expansioa.

WARKLTING AND SERVICES

Since it commenced cperations ia 199), the Company's primacry focus Ras bees
Te3i3ential sales hrough the Consumer Divisica's marmeting of dial arouad
1ervices The Company iatends TO expand it CUStOMEL DASe Dy #3ding Dusiness
customers tarough CSD. A aiscussion of the Company's secvice offeriags asa
residential and Commercial marteting follows,

Consumer Division. The Company martets its resideatial dial around services
IRIough marreting subsidiaries .acer the Dial ¢ Save and Loag Distaace Wholesale
Tiud Drand fames. The two Srands are differeatiated Dy rfate structure asd
MALEOLING APPIOACH, 4nd e Company Delieves that its aual brasd strategy
SELINTANS MAICEL PONetIAticn Dy DICAdEAINg CUNLORST expOSuUTe tO dial around and
appealing 0 differeat segments of the population. Customers access the
Coempany's fetwork Dy dialing a five digit code Defore the uEmber they Ale
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lee. A

groaimately ¥ of he Coepany's Tesizen
c=er3 At Zecemper 11, 1%, Clstomers coepany’s
setwote oY 33a..83 ! plus® g Tizer may

Sresupscrites .on
shether a resizential : the Cimpany's o LE]
.20, TLatImers  Tejular
lepnone Oi.l

IMpAnNY TArCety ity eside JOIVICeI Primarily tNIough 2ifect =alil
T 3eat 2 educate pote :
Sirect mail U3 targetec towards Tuatomers withir 4
JECSIADR'C  I@gion and  IACLLeI 4 JNIVIZe expLanation  and  2ialing
4 e%eZal Pricing comparison  and 4 et of eminder sticeers
TLA e Company’s TIC Jodes f0F CUITIMEIN O (NP NEAr TReLT telephone

FI2IDACTive  CustImers 30 0T need IO 3igneup or
advantage of .ty 3iscountes sezvice sfferings Lpon ving a Company mail
8. The Company wOIRS with VATIOUS  2utide  advertising agencies to
Sopy And Ireative Cosporents of The Iirect WALl WAreeting pieces and
A VAZIOoUS Vvend0rs of ALl INOP Ana Printing sezvices is aa effore
T2 ensuze AT WALl 49 sent oyt 10 4 timely and cost-effeciive manner. The
Tompany's 3ata PIOCeINIng IesOurces aliow for prompt momitoring of customer long
L9TANCE L3830 ana permit the Company o carefully measure Iesponse rates o ity
2izect mail campaigny.  The Company constantly ITIives O improve respoase tates
DY VAIying The Je3ig8 and components of its direct mall marceting pacrages, anag
J00KS O engineer the timing of it® initial ang follow-om  QAiZect mALL campaligns
O MANLEIZE IOIPOAIe AT ARG JIOW Sverall marcet pemetration. Ia additios, the
Company 4130 Jtilizes other medis o supplement Jigzect mail.

the Company O tace

ONTIACTY w

T™he Company typically has targeted sew and existing gJeographical areas for
4 MaLling CampaLgn wmen it Wil TetwOrk,  marketiag and sace office
TILCTUTe Nave aliowed it O effectively marage iacremental growth. Iaitial
MALLLNGS O new ITATES Ae usually sequenced Sver a4 time period of several weexs
A2 an effoft %0 N ULe PICPEr CUILOMEr ILPPOLIT and efficieat call transmission.
The Company has periodically ted Quent ®allings into its emisting
TOITAtOIY O stimuiate incCIemental uSAge Dy few and existing Customers and to
Sulid brand aswareness. The Company's experience indicates that subsequent
BALLiNgS iNTO it JEOGIAPRIC MACROTS NAvVe Jenerated incIemental Aew customer
43030, N 30Me CaBes with fespORse rates egual to initial wmalliags iato such
saceets.

The Company's (n-DOuRd TOLeS8169 CUILOMET JEIVICE Jepartment i3 designed to
cemplement tne Company's dizect mall  marreting strategy. Customer service
epresentatives (“CSR3™) are availadble 24 hours a day, T days & weet to answer
SATTOting LNguiries jeserated by the Company's marketing campaigns, as well as
T3 SUPPOLT  existing customers. CSRY are trained O answer a broad range of
AAQUities fZom PIosSpective cCustumers relating to service, pricing asd optional
features.

Commercial Sales Division. Ia order to provide an additicsal aistributios
channel for the Company's teleCOmBUALCATIONS PIOGUCTS and sefvices, the Company
Jmplemented 4 plan Suring 1996 to build a dizect commercial sales fogce. 1Ia
April 1996, :he Company Nited Stephea G. Canton a3 the Presideat of its newly
forsed CSO as part of the Compasy's plaz to sell voice, data and  eshanced
GCORMUNIZATIONS JOLViICEs TO DUSLNess customers. By December 19%6, the
"ad cpened 22 regicnal sales offices and employed approaimately 220 sales
persosnel in 1) states O market these services. Sales persoanel will market the
Company's services through Persosal CORtACTS WALCA eEpRASLIe Customer service,
Term plans, networt Quality, value-esdded services, reporting, rating and
promoticnal discounts. The expenses associated with the gJrowth of CSD are
#APOCted IO IeGuUCe net income at least through 1997,

Curreat procucts offered by the Commercial Sales Oivisioa iacicude loag
distance, calling cara, §00/980 secvices, call accounting and eahanced billing
services and dedicated T-l. In a0dition tO competitive rates and & wide variety
of progucts, the Compasy i3 able to offer bDusiness customecs & NMighly
pecialized dizect dill susmary POCKage that includes call susmacies Dy service
tyPe, call type, Originating Sumber, accouat code, ACea Code, Couatry code,
tise-cf~day ana most frequently called aumbers.

The Tcmpany 2190 MArkets DaSic 106§ JISTARCE JNLVICES OA & presudscribed
Ca8is 0 mall Dusiness cuItomers CArough telemacketing campaigns. As of
Secender )1, 199, TSD employed approaimately )7 pecple ia its telesales jroup.

TS0 also sells traasmission capacity and services to other loag distance
carriers. The Company telieves that the combinatioca of the Company's satioawide
setwork and Tel Labs' qata processing resources pIovides an avenus of coatinuing
JIowth TArough the wholesaling of one-stop teleccmmunications services to .ong
distance reseilers. The Company offers & complete package of networkisg, billiag
Smer service, elimizating the need for cresellers to coordinmate with

i vendors and gJiving them the ability to obtaia all of their long
1i8%aaCe  services from a single source. Additicaally, cthe Company provides
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TUSTIMER SERVIC

T ATELIe TRAT LN-D0URE TALeNALe MAIEENINg ARG CLITIMET FEIVICEe AIe Always
AvAL.at.e, e Tompany's CTLITIMEI SEIVICE JepAITRent Sperates J4 nouls 2 day,
.a.: B weet "3 provide lulieervice £ LT3 Ie3.CentiAL ang Coepercial

3 - ana service
308a.ly tesponded o .nr.n.u iy 230,000 zustomer iaguiries ane

Liee -'o ;-uay mp.oyed  approaimately 143 CiRs ana
e In CORRECT.OR wilth its SAiling campaigne,
- SEMGANY .90 employe B4l persosnel  TAIOUGR 4 TeRpOrary employment
AFeNIY Of AN INGOLNG TASLS, FAITICUlArLy 10 CORRECTION with mass mailings. Aa
ANTENILVE  TwO weel TIRANIAG PICGTAM  (INCLLAIng hands-on  tralaing ia the
Tompany's MM gystem ana computer soltware, participation in role playing
SRQITLIINS, ARG MORITOZing Of ACTUAL CUtOMeT CALl%). 49 wall a3 regular training
4%3  cepesates : 433LZaNCe  assessments ensure that TSR are properly
Pregared %2 nandie customer calls. The Company Daintaing & felaticaship with an
LSDOUEd  TOLeMAZEEtIAG JEIVICE PIOVIder capabie of hasaling iacoming customer
2NIVICe Calis Mould the CTompany's Customer telesales and service departaeat
secome 2isableq.

T™he Company's call centers are eQuipped with state-of-the-art cosputer and
telecommunications technology. InComing calls Afe managed efficieatly with the
nelp 2f a Mitel Mone System, waich IACiudes AN AGtImatic call distributor and
4% ALTOmated attesdant. TRhis Righ-powered, Muiti-tasted system aliows for swift
sanagesent of call gueve “ime, the formation of Jistiact work groups for
aifferent Jrojects and oa-line moaitoring of customer secvice calls for quality
assirance purposes. Biliagual CSRs are available 3uring day and eveaing shifts.

TSR3 use the Company's MM proprietary software which delivers prompt access
TO ACTUIATE,  LPtO~2ate CUtOMer account information. This customized scftware
L% 4 powerful database wnich provides CSRe the capability to respoad swiftly to
CUSTOMer needs. CSRs Are able TO L35ue Credits whlle IPeaking with & customer,
i09 service trouble tickets for treatment Dy the Company's Metwork Coatrol
Center, fecord pertinent customer informatios 1ato a3 accoust semo field to
BALNTALA  CUNtIMEr NISTOrY, OALEr 2w  CUNTOMECS (A0 The Jatabase and assign
ppropriete Billiag codes. The software also generates actual credit vouchers,
4% wall a3 letters responding O Customer requests for additicssl stickers and
stner uuot.aa saterials. While Tel Labs has customized the software to
te y's specific needs, Tel Labs als0 has made this software
availatle %5 it3 other loag aistance clieats.

SILLING AND SATA PROCESSING

The Company Delieves TNAT ACCUrAte and sophisticated iaformation systems
410 Cey T3 JIOowth and JuCCess in the telecommunications iadustry.
ma3 204icated BITAntial rescurces to its information systems and bellieves that
*he atromg growtn of its dial around Dusiness 19 largely attributable to the
existence of the Tel Labe bdack office and bdilling platform. The Company's
Jaformaticn systems enable the Company to (1) msoaltor and crespoad to the
evsiving needs of its CuStoRSEs Dy developing new and customized services; (ii)
provide sophisticated Dbilling iaformatioa that can De tailored to meet the
teguizemensts Of it3 Customer DASE) (1il) Provide Righ JuAlity Customer Service;
Av) Jetect and minimize fraud: (v) verify payables to suppliecs; and (vi)
iftegrate adaitions to Its customes Dase. The Company l‘llm that its setwork
intelligence, Dilling and (finsacial rceporting the C ‘s
sompetitive ability and provide a platform for tuture Jrowth and the expansion
af it3 product linse.

Tel labs processes raw  switch data into 4 format that cam be used to
produce  end-user invoices. ODuring Decemper 1996, Tel Labs processed
appron.mately %4 millica call records for 20 telecommunications companies,
iacivaiag the Company. This dats o ing i» on specially designesd
FOLI0NAL CORPUTErS CPErAting A proprietary software program. Tel Labs recelves
the Company's raw call crecords airectiy from the Compeay's switches, and
prepacres them for rating Dy determining the anmer status, ocigisatiag locationm,
termisatiag location and mileage. The calls ace them rated according to standard
TATES 3r ACCOrGiIng to customer specific rates, if applicable. Rated calls are
then scrted depending on which LEC will actually bBill the esd-user and placed in
AN Ln3uatzy standard format ("DMI®). Tel Labs thea pIrepares Sansgemeat reports
which provide the Company with the total aumber of calls, misutes and dollacs
Dilled suring that Biil cycle.

10 IX“II!. ’
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SETHCRX AND OPERATIC

The Ciompany operates a taticawide advanced Lions fetwork
3 of 2ix Iwitines, leafed tLAAIMINNLON Lines and I10PALITICATed network
ystens Jesijned %o optimize traffic routing. The Company's setwork
sriginates traffic in all or some part of 49 s3tates ana the District
. The Ccmpany operates an “open network®, :eaning that any isdividual
Company's Origisating 3eIvice azea wnose LEC provides equal access
the Company's long Ji3tance network Oy  3ialing either 3f the
Tompany's CIC coces, 10437 or 10297, or oy presudscribiag o ihe Company 43
TReLT long JiItaAnce JeCVICEe Proviter. Because customers 3o f0t need o register
Company before accessing its network, the Company must  determine
CiTYy Needs .nd install and test circuits tefore entering a new Jeograpaic
mazket

The Company's setwork provides high quality, reliable ctransmission and
switsning. The Cospany's network  survelllance  cCapadilities, incluaing
diagnostic software, generally enable the Company T2 anticipate and corgect
probiems pefare they result ia service iaterzuption. The Company's technicians
remotely wonitor the Company's eatire network 14 hours 4 zay, 7 cays a weel,
from ity two Network Control Ceaters located in Chaatilly, Vizgiaia and Austis,
Texas. 7o reauce the potential ispact of any equipsent or trassmission fallure,
the Company can Ieroute Of eStore traRsmisions through the Company's standdy
transmission facilities or recoute traffic over the tetworks of other carriers.
™e Company's techaicians also moaitor the fetwork for fraud on 4 feal-time
BA3i3, L3ing computer Jystems that detect unusual or Nigh volume callisg
patterns

Switcning Facilities. The Company curseatly cperates six OSC DEX 6008, 600
anad €00C aijital telecommunications switches in Fort lauderdale, Flocida;
Cavenport, Iowa: Chattascoga, Tennesses; Austin, Texas; Washingtoa, D.C. and la»
Jeqas, Nevada. Additiosally, the Company i3 installing a DEX 600K switch ia
MOTICPOLITAN  New YOork City waich 19 expected %0 be operational in 1997 and has
ATquUized an eighth  switch for a yet-to-De-determined location. Switches are
3igital computerized routing facilities that receive calls, coute calls through
transmission lines to their destination and record information about the source,
destination and duzation of the calls. Ia order for a cail to be completed
LAIOUGN 4 IWILSh, there must De two pOIts available == an iacoming port and an
Sutgoing port. Foz example, Lf a switch 19 equipped with 10,000 pocts, the
IWitIR Can sccommodate up o 15,000 simulitasecys lephone calls. The Compaay's
SWitcnes are curgrently configured with betweea 13,024 and 42,420 equipped ports.
The Compeny's DEX 600 switches can De espanded to 4 coafiguratioa with 10,720
equipped ports wnile the Company's four DEX 600R switches cam De espanded 0 3
sonfiguzation with 107,520 equipped ports. The Compaay coatisually evaluates the
capazity of its switches and in the futule May expand its switches' capecity or
434 new Witches in selected sarkets where the volume of its customer traffic
TALES ILCH 42 investmeat econcmically viable.

Leased Tranmmission Lines. The Compeny leases traammission iines from a
riety of facilities-based and resele loag distance cariiers. The Comspany's
ATTACTS wilh these eatities typically have terms canging from 10 o )6 moaths.
The Company upplements itS 1eased “oA-netwOLE® Capacity with "off-net® services
fzom 4 variety of resale and facilities-based ioag aistance carciers. Ia
433iti0n, the Company 3068 "0t Nave Ay Ooa-aetworl  iatersational setwork
arrangesents and eaciusively resells tRe Retwork capacity of other tesale and
fAC1LiT.03-0a00d (007 JL9TANCE CArfiers O iaterastional Jestinatioas.

Network Matagemest Syrtems. Once calls are origisatec cver the Compaay's
CLIceits,  the calls are routed over leased adigital, fiber cptic transmission
facilities =5 the Company‘s 208rest Switch location asd thea routed oa &
L0a9T-COt DaSiS 0 either the Company's leased network of %0 aa off-net
supplier for termination. The Company wtilizes state-of-the-art Digital Access
Tio3s Connect Systems ("DACS®) to electronically <rossecoasect Sifcuits theredy
inCreaning call routing and circuit provisioaing efficieacy aad providing bettes
TetWCIR MOALTOring capabilities. The Company has isstalied Tellads ABRS Titaa
S50C 3/1 and 330 L/0 SACS equipmest oa five of the Company's switches.
A33itional TACS gsystems are expected o De Lastallied om the remalning
Operational switches Dy the end of 1997, Ir asdition, the Company Nas coafigured
4 L4530 port.ion of ity network with Signaiing System 7 Common Chassel Signaling
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RAVE CORILINLADLy Freater L.nancial and 2Ther resoulces than the Jompany.

The Company celieves (t tompetes favorably in LTS targeted mackets, due 2
A58 3LaL AZound service and Di.ling services, Competitive pricing, Nigh nsetwork
JuAlity and customer service infZastructure. The Company al3c selieves that ite
FUCCNS3 will Jepend inCIeaningly on .ty ability %o offer on 4 timely Dasis new
IEIVISeS Dased O evOLving technoliogies and iaduatry standards. Thece can be %o
SITUZANCE TRAL New  techAnologies of services will te avalilable to the Company on
favorasie terms

Fegulatory trends Nave Nad, and may nave i the future, significant effects
20 Competition in the (adystly

TRE JeIVices WRICR the ToRpany SIOVides are suDlect %0 varying degrees of
federal, 3%ate and lscal regulatics. The FUC exezcises jurisdictioca over all
facilities of, and services offered by, telecommunications common carriecs to
the extent that they iavelve the provision, origisatioa or termisation of
jurisgictionally istecstate or iatersmaticnal communications. The state Public
Sectvice Commissions (*PSCe®! etain surisdiction over jurisdictionally
intrastate communications.

1996 Telecommunications Act. The 1996 Telecommunications ACt was enacted in
Febzuazy, 1996, T™he legisiation i3 intended %o iatIOduce InCreased competitiocs
in U.5. telecommunication mactets. The legislation ocpeas the local secvices
markets Oy cequiring local exchange carriers to permit intercoanection to their
networks and Dy establishing local exchange carrier obligations with respect to
Jnbundied access, cesale, number portability, dialing parity, access to
rights-of-way, wmutual compensation and other =atters. Ia addition, the
zodifies he local exchange carriers'  equal  access and
soadiscrimination obligatiocas and preempts incoasistent state cegulation. The
legislation 4lsc coatains special provisions that eliminate the restrictioas oa
the RBOCS and the GTOCY (from providing long dlstance services. These aew
provisions permit an RBOC to enter the “ocut-of-region® long distasce macket
immediately, upom tne receipt of any state and/or federal creguiatocry approvals
otherwise applicable to the provision of loag distance secvice, and the
*in-zegion® long distance market if it satisfies oseveral procedural and
uDItANtive requizements, including obtaining FCC approval upos a showing that
L8 certais situaticas facilities-Dased competition i3 preseat in its macket, and
%hat it nar eatered into | ioa g s which satisfy a lé-poiat
“shecelist”® of competitive requiremests.

The legisiation defines in-region secvice to include every state, ia its
entizety, ia which the RSOC provides local eschange service, evea if the RECC i»
A3t the incumbent local exchange service provider ia all portions of that state.
The GTOCSs are permitted %o enter the loag distasce market as of the date of
enactment of the 139 Telecommunications Act, without regard to limitatioss by
regicn, although necessary regulatory approvals o provide loag dlstance
services wmust De cbtained, and the GTOCS are subject to the provisions of the
199 Telecommunications Act that impose latercoanection asd cthes cequirements
an LECS. The Company will be facing new competition from the RBOCS and the GTOCs
that are able to cbtaim the 0ecessary Itate aad/oc FOC  approvals to provide
Sut-of-region ana/or in-regiom long Gistance service, and at last search RECCY
nave announced their Lateatioa to request permissioa from the FUC to eater the
iing 4istance mariet in one of more of their state markets. The legislatioa
provides for certain safequacds tO Protect #gainst AACI-CONPEtitive abuse by the
A50Cs. Amcag cthes things, the legislatioa limits the ability of the RBOCS to
mareet ‘oiatly £37 a certala time period IaterlATA loag aistasce secvice,
eq.ipment, and certain information secvices together with local services. The
RBOCS must pursue such activities oaly through separate subsidiaries with
20pAZAte DOORS and records, fimancing, Mmanagement, and employees. All affiliate
TIANSACTIONS MuSt DE COAdUcted oA AR AIRS length and nondiscriminatory basis.
The RBOCS ace al’o pronibited fcom joiatly macketing local and loag dlstance
setvices, equipment, and certain information secvices unless they permit
competitors %0 offer similacr peckages of local and long distance secvices.
furthez, the RBOCs sust ODtaia in-region long distance authority before joiatly
macketing iocal and long distance seLvice in a particular state. It is uakaowm
whether chese safeguards will provide adequate protection agaiast
aati-competitive by the RBOCs, and the impact of aati-competitive

conouct oa the Company, if such occurs, 18 uncertain. In additioa, loag
distance service providers such as the Company will be sigaificaantly affected by
the isplementation and eaforcement of statutory and regulatory provisioas
gesigned o prevent the RABOCS and the GTOCs from capitalizing oa their
aOROPOListic provisicn of local services to enisting subscribers to wia
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STY provisions and tequirements.

SATeN3INg On The eXACT 2Atule and timing of GTOC a2d RROC out-aferegion ang
IO=I8GLON enlIy (AT TRe LONG JLITANCe MALEEL, IUCh entIy 483 the ability of the
Taepary's MPOTitOrs O marret lointly local angd [ong 2istance services coulsl
TAVE 4 Taterial aaverse effect uLpon the Company's results of operations. It i3
4ApecCtel Ty the Company tRat most orf all of the ROCs wi : ioas Isg
~af~region 53 4l32 eventually ineIegiom) iong 2LITANCE service authority
2 3L the ABOCS Nave Already CBLALTed TRe NeCeINALY AUthOrity %2 provide
Sute=cf-zegion  long Jistance services in muitiple st 3. 1% i3 "3t anown when,
an3  inger <nat specific conditicas, other applications for lomag 4distance
ALtRozity  will e filed Dy the ANOCHY ana/cr jranted oy state Jtiluty
sommiasiony

fOC Iatercoamection Ozders. As feguirled Dy the 1396 Telecommunications Act,

O 430pted 70w [u.eS .oplementing ceITais provisions of o
tions ACt (the “Iatercoanection Orders®) These r.les are
Je8.3%ea T3 .(mplement tNe RIo-competitive,  Jereguiatory  natiseal policy
famewort of the 2ew JTATUTE DY TEMOVIAG OF MALMIZING The fegu.atory, ecomomic,
4An3 cperational impediments %o comprtition for facilities-bDased and resold local
services, iuding switched local exchange service. Although settisg sinisum,
anilorm, cnal fuies, the Intercomsection Srders 30 rely neavily on states
to apply ® tules and TO GXEICLIIe tRELr Own  discretion ia isplemesting a
PLO-COMPRtiTive regime in their iocal telephone markets.

The Intercosnection Ocders are primarily importast o the Company at this
time .a30far a3 they establish the Dasis for the cost to the Compaay of
PLOVIALNG fe30ld local services. Comsistent with the 199 Telecommunications
Act, he  Iaterconmection Orders ctequitfe incumbeat LECs to offer theirs
LOLOCOMBLALCATIONS  services At retall prices minus avoided  costs. ™he
interconnection Orsers also ctequires, among other Tthiags, that I1atrzalATA
PIOSUDICIIPLION (PUZIUAnt O wnich LECS must allow Customers o choose Jiffereat
carziers for imtzalATA toll service without Naving to dial eatza a3igits) te
JApLemented 20 later than February 199

Petitions seexing reconsidezation of one or more aspects 3f the
intezconnection Jrdecrs Nave beea flled with the FTC aad are pesding. Also,
interconnection Qrders Nave Deen  appealed %0 various U.S. Court of Appeals.
These appeals have been consolidated iato proceedings curreatly peadiag before
the U.S. ELignth Cirzcuit Court of appeals. Certain of the rules adopted ia the
isterconnection Orders, iacludiag rules that concezra the priciag of local
SOIVICes SUCh a9 resold local service, have beea Itayed Dy the Court pesding
tesclution of the appeal. ALthough 4 number of state reguiatory Commissions Rave
voluntarzily agdcpted pricing rules similar to those mandated ia the
{aterconnection Orders, NECe Can DO 5O ASNurIAce of how the Iatercoanectios
Cr3ers will be ispieseated or eaforced, Of what effect they will have on
competition withis the telecommunications iadustry, geserally, of ca the
campetitive position of the Compaay, specifically. Nonetheiess, the
telieves the trend toward iacreased competitioa and dereguiation of the
Teleccmmunications iadustry will be accelerated by the 1996 Telecommunications
ACt and subsequent developments.

fedezal. ™e ICC has classified the Company a9 3 non-dominant
INtOr-EAChARge CArrier. As a4 noa-doRINMAT carrier, the Company may provide
Jomestic iNteratate commusications without prior FCC authorizatios, although fTC
ALLAOCIZATION 19 required for the provisios of iatersaticsal telecommunicatioss
Ty TOA-GCMINAAT  CAIZLOLS. NOA-dORLAAAL cartiers curleatly are ceguired to file
Tariffs listing the rates, terms and coaditions of iaterstate aad isternatiosal
JOLViCes Provided Dy the carrier. However, Jeaecally the ITC has chosea not to
SROICIe T8 ITATUTOCY power tO closely cregulate the chArges or practices of
AOA-GCMINANT  CAIZiers. Nevertheless, SOR~JOMIBAAT CAITieLS afe rfequired by
TaAtute %0 offer CITAte and  iaternational Jecvices uader rates, terms and
COAALTIONS TRAT Afe JuUIt, Ieas0nable, and %0t unduly discrimisatory, asd the FOC
4CtS Jpom COMPlAlnts  Against such carriers for faillure %o comply with statutocy
2bligations or with the FCC's rules, reguiations aad policies. The FTC also has
IR POwer O LEpOSe MOre ITringent regulatoly requiremests oa the Compasy and %o
ity reguiatory classificetion. The Compasy Delieves that, in the currest
regulatory eavironmeat, the FCC L9 ualikely to %90 so.

Jntil Octcoer 1993, ATET was classified as & dominant carcier, BSut ATeT
oned the FCC for noa~dominast Itatus ia the Jomestic
JBterstate martet. Therefore, certalm pricing restricticas that once applied to
ATAT have Deen  eliminated, which could result ia incresased prices for selvices




Rev 08:38:20 33197 10_1296 43¢ 13

RO JISPARY  Palthales 1zim ATIT
“323me03 ATAT L1, towey
SITATLIMAL services

3 PCIe  ISMpAtidive e%hi. Bt
r ties Z.039:2.03 a3 4 32

Frovider st service

%2 32 30. In an "ox:.u ef ite

<93 a8 Sr3er Inanging
.

u-u.:n.
uu.:u 3 %3 ce tariffea.) ':asa.ﬂu: carriers
43 The TImpany wilil Se regQuiies 2 eir offices, and %0
PIOVLIZ0 T2 TUNTIDEIY 3T IeGLLATOIN Lpon Teguernt, alormation conceraing their
JORG 2.3%TanCe rerVices

The FCC 2rder eliminatin tariffs nas teen a:pca.od o the U s cours of
) oistriee of i 8 pending The couzt has
1tayed tne FCC's 2rzer penacing e Appeal ™he appell
AEUe TRAT TAriffing @ITADLLINGS & LeJAL.y DINAINg TELAtiONINip Detween Carriers
a 3 CLItomers,  and that detariifing eli=m SeITALATY with regara %o those
SHINIPS.  They .30 argue that  letar impOSes IO LPOA  carriers
..oco.n SAITiers will %eed o enter .nt3 Wl ive Zorms of legaily binaing
LATLONINIPS  with  Customers. TheIe Cas De 20 assurance of wmether the appeal
will D@ successful ar, if successful, whnat effect it 3y have oa the
Company Nowever, if Tandatory etasiffing ultimately tates effect, the Company,
Like other loag 3i3TanCe Companies, would Likely iacur some additional costs in
SITADLINING legally Dinding relaticasnips with customers.

z

The 1996 Telecommunications ACt “andated sevecal other important federal
regulatory dJevelopments. The figrst comceras universal service. As required by
1996 Teleccemunications, 4 joint board of federal and Itate reguiators ware
convened to consider possible changes %o the FUC's existing universal service
MPPOLT MOCRANLING - MOChRANIIMS J05igned 0 ensure affordable telephone service
19 available to all customers, iACiuding loweincome consumers - ia light of the
pro~competitive paradigm for locul competitica  established by the 19%
Telecommunications Act. In November 1996, the FCC  iaitiated a proceeding to
CXARING unlversal J0IVICe 135ues, 40d RAJ TECeiVed COMMAL oA the PLoposals set
fogth Dy the joint Doard. Any decision i3 expected %o comply with the policy
principles for preservation and advancement of uaiversal telephone Jservice set
forth in the Act: gQquality secvice, afforcable rates, access to  advanced
SOIVLICES, ACCeNd O JeIVICe in  rural and Nigh-cost acreas, specific and
predictable SLppoIt mechanisms, equitable and aca-discrimiratory coatribution to
IPPOLT MECRANIIMS, And ACCess TO  advanced telecommunicatioas for schools,
nealth care providers, and libraries. Aa initial dJecision is expected ia May
997, It i3 uncertain Now any decision might affect the Company.

Another L33ue that may affect the Company i3 access charge ceform. Access
charges are chacrges isposed by LECs on loag distance providers for access to the
i0Cal exchange network, and are desigeed to compensate the LEC for its
iavestment in the local network. Ia addition %o economic considerations, whea
adopted in 1904, at the time ATET was required to divest the BOCs, access
shatges rates ceflected public policy coasiderations related to universal
SOLVICe and the desizability of low local rates. Interstate access charges are
regulated by the FCC and  inCZASTATe aCCess CRArges are regulated by the state
PUbLic service commissions. As required by the 199 Telecommunicatioas Act, ia
:ocﬂot 1996, tne PCC issued an order which, among other things, requested

a2 of charge ceform L3sues designed to foster efficieat
9r.cznc of access, competition for access services, and o ceflect the
development for iocal secvices prompted by the 19% Telecommunicatioas Act. The
FOC a9 2130 sought comment on whether Internet secvice providers and other
.aformation  service providers should De subject tO access charges. Aa isitial
20CiIi0n 13 expected in May 1997, It 19 uscertaia how aay decision aight affect
tne Company.

An  adaitionsal issue that say affect the Company celates %o the manser in
which carziecs will be requiced 20 COMPEnsAte DAYPhORe OWRGCS when 4 Dayphone i3
4394 %0 originate & long distance call. ™he 19% Telecommunications Act requirtes
CALTieCS tO Compensate payphone owmers o8 A per call basis. Ia Ordess iLesued in
September and October of 1996, the ICC imposed a compensation scheme that called
for certain carriers, (acluding the Company, tO CORpensate payphone owaers &
13t amount per wsonth for one yesr before transitioning to a per call
compensation gsystem. This flat rate compensation scheme would effectively
requite the Company to pay for services it d0es 0t ceceive. The Compeany and
Jther carciers such as ATET, Nave appeaied these decisions to the U.S. Court of
Appeal for the District of Columbia. The appesl i3 pending. There can be no
43suzance of wnether the appesl will be successful or, if successful, what
effect it may nave 2a the Company.

The FOC also isposes prior appeoval requirements on transfers of coatrol
And  assignments of operating authorizations. The FCC has the authority to
Fenerally condition, modily, cancel, teIminate of revole cperating authority foc
faiiuze 0 comply with federal laws and/o: the rules, ctegulations and policies
3f the FCC. Fines or other penalties also may be (sposed for such violatioas.
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Like sther long  2i3%ance carziers, the Company Nas Deen the subject of
FCC  reqaraing certain sacketing ang siliing
mpany nas filed timely responses o e informal complaints, The
limpany LeVes TRAT Such satters will De satisfactorily fescived without a
TATAILAL ASVEISe LMDACT LPON the Iimpany's results of cperations.

State. The Company's iatrastate lomg  Jistance and anticipated local
SRACTANGE SPOIATISNS 4@ FUDIECT T VALIONS 3TATE Laws and fegulations imciuding,
A SO9T juzisdicticas, cetl a!;a and tariff fill feguitementy T™he vast

tates requile the Company %0 appiy for certification o provide
TO LOCAL A0Q LOBF 2iTAnce TelecomMmuniiations Jervices, of at least to
"1.|‘0t 32 %0 De f2und exempt from regulation, cefore commencing  Latrastate
mrvice The vast matority of 3tates al30 requize the Company to file ang
MALATALAE  CetAl.ed tariffy  LL3ting TheLr Tates fOr iatrastate service. Maay
STATES 4030 LOPOIE CALLOUS IOPOITING IGQULleMENts And/OF TeQUiIe Prior approval
foe transfecry of comtrel of certified  carriers, and/or for corpotate
TOOTJANLZATIONS,  acguasitions of telecommunicaticns ocpecations: assignaeats of
CAITLOC  ASNetS, incloding UBICIIDEr Dases. cariier stock offerings: and
incurrence oy cargiers of significast dJebt cbligations. Certificates of
AUthCCity can  jenerally De conditiosed, =odified, casceled, termisated, or
Ievoued Dy 3tate Ieguiatory authorities for failure %0 comply with state law
And/or the fules, Iegulatiocas, ang policies of the ITAte regulatory authorities.
Fines and sther penaities ai30 23y De imposed for such violaticas,

The Company Na3 received the %ecessary TC  authorizatioa and state
certificate ang taJiff approvals to provide interstate and istrastate loag
distance service in 40 states and the District of Columbia.  In agdition, the
Company Nas received e NeCessary authorization o provide local eschange
telecommunications service in 21 states as of March 18, 1997, Agplications are
pending for switiple subsialacies for aaaitional state certificaticas. Although
the Company intends and expects O 20TALD  operating athority i3 each
JHEANALCTION 18 WALCH OPerating authority 19 required, tNEre CAA De A0 assurance
tRat one or more of these furisdicticas will not Jeay the Company's cequest for
OPAZAting authozity. The Company mOaitors regulatocy developments in all 30
STa%Te3 O engure Ieguiatory sompliance.

Infarmal czomplaints coscerning certain sacketing asnd billing L3sues have
Seen Lodged ajainst the Company Defore certain state PSCs. The Company bDelieves
thAT Juch matters will De satisfactorily resolved without & matecial advecse
iBpAct upon the Tompany's results of operations.

?SCe als0 regulate access charges and other pricing for telecommunicatioas
JOCVices within each 3tate. The RBOCS and other iocal emchange carciers have
Deen  Jeering reduction of state cregulatory cequiremeats, including greater
pricing fleaibility. This could acversely affect the Company in several ways. If
I8u.ations  are changed to allow variable pricing of access chacges based on
v2iume, the Company could De placed at & competitive disadvantage over larger
long distance carciers. The Compasy 4190 could face increased price competition
fzom *ne ABOCH and other local exchange carriers for iatralATA and interlATA
L0987 2i3tance JeIViCes, WALICR may De increased Dy the cremoval of former
TeITIICTLIONS oA long distance service offerings Dy the RBOCS as & result of the
1996 Telecommunications Act.

INTELLECTUAL PROPERTY

T™he Company has regliatered several trademarks for use 1A it sarketing
=aterials. The original 1090 used to market Dial ¢ Save cresideatial long
4.9%40C8 30CVice i3 4 registered trademark of the Company. The 1ogo 13 used in &
LAmited fasnion today, 48 1T Ras Deen replaced Dy 4 more updated logo desiga.
The few 10go u3ed %0 market the Dial & Save resideatial loag distance secvice L
actively <3ed oa all Dial ¢ Save marteting saterials. T™e Company filed 2
fegiatzation application %o oDtAlA & trademark for the new logo desiga asd %0
tzademack the words "Dial & Save™ in late 19%4. The registration applicatioa has
Seen  suspended pending the dispositica of one other application before the
Patent and Trademark Office ("PTO®/. While each of the Company and the other
appiicant filed an opposition to the others application, they commenced
213CuSsions 0 resolve the matter. Ia December 19%, +» the Company wes
named 43 4 Jefencant in litigatiom Drought by Aa Apple A Jay, Iac. 4a/b/a Dial
4na Save (“Apple®), a company iavolved in telephcae order sales of electronic
equipment. The suit claims that the new log0 20sign  accompanied Ly the words

10 129611 14
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As 3¢ Oecesper 1i, 1996, the Company nas  approaimately 60) full-time
PD.oyees, § DaIt-time emDLo) 93, And PPICKIMATely L85 wortess «AC are employed
> SN VAZLOGI TempOrAry agencies. THe Temporaly AjJency worecers ace CSR3 wno
NAN3le INDOUNd TAZCETING  inguiries {Iom custimers.  Nome of these employees are
IOPLOIONted By 4 Jnion. The Comspany Delieves TRat it RAS JOOG relations with ity
eployees

FORMARD-LOCKING STATEMINTS

TR annual report contains  forward-looking ITAtements WAich expIess the
Turzent osel.efs and  expectations of Telco's management, DBut ale subject %0 @
AWEDer 2f «ncwn and  unenowm LIRS TRAT Could cause  actual  results to aiffer
materiaily from those projected of Lmplied in tne forward-looking statesents in
TRi3 press felease. Among the risey, factors and Lacertalaties that could cause
ACTLal  zesulty to differ materialiy from tnose referred O above are: the
Company's 4bility TO MALATALA LTS CUIZeAt pACe in  attractiag and  fetaining
customery, ‘e Jevelopment of price competition ia the long distance iadustry,
40 .ncrease in rates for access and tramsaission facilities, the costs
4330CLa%ed with the continued expansion of the Company's Commercial Sales
Division and the ability of the Company tO integrate the pending acquisition of
The AGVantis as3ets 4nd O JENErate tRe Anticipated eaInings and cash flow.

item 2 Properties

T™he Company curzeatly leases approximately 16,127 square feet of space for
AtH corporate neadquarters at 4219 Lafayette Center Drive, 4219 Lafayette Center
Orive and 4200 Pieasant Valley Road in Chantilly, Virgisia, pursuaat %o various
agreements. See “Certain Transactions- Leases of Real Property from Affiliate of
Sharencider.® The average moathly ceat (aot incliuding electricity) as of Magch
1997 i3 approximately 520,906, Ia addition, the Compasy occupies approaimately
14,500 square feet of leased office space oa the lith floor of 1401 Wilsoa
Soulevard in Azlington, Vizginia, which al30 nouses the Company's Washiagtos,
D.C. Commercial Sales Division. The moathly rental for this space a4 of December
199 is appromimately 325,651, The lease expicres on May )1, 2000 with an optica
%0 renew for one aaditional term of five years. The Compasy also leases
a39cegate of 27,432 squace feet of space in sevean locatioas ia Florida, Iowa,
Nevaca, Tennessee, Texas, and Mashingtea, O.C., o house its telecommusications
WItINInG equipment 3ites and one of its network comtrol ceaters. ODue to the
tapid expansion and growth of the Company, tRhere say be 4 need to lease
additional office space. If this need arises, the Compeny Delieves additiocnal
Space can De readily obtained as needed. The Cospany's Commeccial Sales Divisios
13 currently utilizing temporacy office space in tweaty-ose of its tweaty-two
i3ting locatioas. The Company expects to secure loager term office space ia

i
item ). Legal ?roceesdaings

In December 1936, Telco Cosmuaications Group, Inc. and Long Sistasce
molesaie Club ("LIMC®) became iavolved is & civil actiom, AT4T Corp. v. Telco
Communications Group, Iac. and Loag Distasce Wholesale Club, peanding in the
Jaited States District Court for the District of New Jersey. In this litigatica,
ATET claims that Loag Distasce Wholesale Club  advertisements that CONIUEers can
Save up 0 308 off ATET's basic rates are false and misleadiag under fedecal and
STate law. ATET seels tieble dameges, It Yy at y?' fees and costs, and
an  iajunction. The Company deaies the allegations in this litigatios and i9
vigorousiy defending against them, includiag that all disclosures are clearly
contaised in LOMC's advertisemests asd that it is possible for coasumers ia asy
Jeographic lacatioca of the United States to place calls that wili achieve up to
a S0V savings. Toward that end., the Company i3 preparing o stipulate the
transfer of ity own falze advertising and toztious iaterference claims against
AT6T, preseatliy pending in the Uanited States District Court for the Lastera
District of Vizgiala, =0 the District of New Jersey for comsolidation with
ATET's action. The Company also plaas to file additicsal counterclaims agaiast
ATAT based on ATET's adveriising which the Campany Delieves contaias a variety
of misleading and deceptive stitemsats. T™he Company could be fouand liable for
3amages and  an  LAJUBCTION  MIgGhTt 1SSue agalast future use of the LOWC
sdvertisements, ALTAOUGR SUCh AAVErTtiIGments 4re N0 loager in use.

Ca December )i, 199, Apple filed suit ageizat the Company ia the Uaited
States District Court for the Lastern District of Marylasd alleging tredemac:
and tradename iafrisgement, unfair competition, false designatioa of origia,
federal ctradesark ailution, trade dress dilution and violatioms of Missousi
common law. According to the complalat, Apple holds a O1al and Jave secvice meck
for telephone orser secvices ia the field of electzonic equipmeat. Agple sileges
that the Company's use of a Dial & Save l0go and Tradenasms in consectios with




Rev 98:35:20 30197

10_1296.11t. 16

> ssany's
jeme 4. profity made
23c 1233 3¢ jales, lc3s 2
A7a303 423 payment of
$..932%.003  and L3 vigOIcualy e
Am0ng 2%nec3, that there
T AP
ii%ces o J 3 1e3as3.03 =
4 23 %0 tave .alr.inged Agple's marsk,
423/32 T3 fave 3¢ Apple's cther claims, then it Wy De found Lladle
S ApP.e .8 WRMSle, 37 % PAIt, 37 2amages of he 2a4Le 32uINL DY Apple

n May 4, 199,
«93 344T against
lompany-Nevada,

And LTS SLBRL3ialy, Sial 6 Save 3! Nevada,
+ Te.epnone Tompany-Nevada, 3/b/a SprintiCential
4 3ivizion of the Centzal Telephone Company, Sprinat,

2 gt of Clare County, Nevada. The Uit iaciudes
LEomi3scry and equitanie estippel, uafair trade
guty of good  faith  and faiz dealing, ail in
Jaws of Nevada. The Cospany and it subsidiacy seec an order
iief preventing the cefendant from Jenying possession
L property in Las Vegas o the Company and it
compelling the Jefendant IO execute and honor & coemercial feal
FIopeIty (ease with the Company, 49 well a3 compensatory and punitive  damages,
Attorneys Tees angd costs

In el Lit.gation, oa May 4, 1999, Centzal Telephone Company-Nevada,
1858 Sprint/Centzal Telepnone Company-Nevaca, 4 division of the Central
Telepnone Company, filed ULt Agaiast the Company in the United States District
soure faot h trict of Nevada. The muit iacludes claims for negligent and/oc
maliticng 108 or concealment of material facts, coaversion of persceal
PIOperty And  TIespass o chattel .a violation of the common laws of Nevada, .
SIRNACTION wilh  certaln  commercial feal property and  telecommunications
facilits cwned Oy the plaiatiff in Las Vegas, Nevada. The plaiatiff seers
lamages 3 a declaratory udgment pecifyisg tn tespective cignts of the
Pedintiff ana the Company regarding occupancy of the commercial real property
and L3 of tne telecommunications facilities in las Vegas, and requiring the
Company %0 present any complaint against the plaiatiff to the FCC prier %o
Sringing any Sourt action. The Company denies the allegations, inteands to defend
Vigorousiy aJainst them and Nas filed the ULt 203CIiDed ADOVe the against the
piainatice.

on March 14, 1997, TFroatier Corporation and Fromtier Cosmunication
Services, Inc. filed suit against the Company, and thzee (J) of the Company's
employees, in United States District Court for the Southera District of
indiana, all ng Dreach of comtract, tortious iaterfereace with coatractual
relations and togftious  iaterference with prospective economic relations. The
plaintiffs allege tnat thzee () of e Company's employees, who ware esployed
formally by the plairtiffs, left the employ of plaintiffs, joined the Company,
ereafzer solicited on dehalf of the Company plaintiffs’ employees, and
piaintiffs’ customers, in Dreach of writtea Jagreements between the plaintiffs
and *he employees, and in vioclation of the cosmon laws of Iadiana. The
Paaintiffs al30 allege that the Company Dreached a written agreement Detwees the
Sompany ang the plaiatiffs in which the Company agreed not to allow solicitation
Sf the plaiatiffs’ employees or customers Dy the Company’'s employees who were
formerly employed oy the plaiatiffs. T™he plaiatiffs seek an iajunction
preventing the Company and the three (J) esployees from Dreaching their
IepeCTive written agreements with plaiatiffs and preveating the Company from
$.317G 37 abetting the employees ia Dreach of the esployees’ written agreements
with The plaintiffs;  an accounting and disgocgemeat of all profits sade by the
Tompany and the esployees arising from the Breach of the writtea agreements with
the plaiatiffs; a declaratory Juagmest that the Compasy and the employees have
DIeached their espective written Agresmsats with the plaiatiffs, and have
torticusly interfered with the plaiatiffs’ eaisting coatractual and prospective
J telations; damages for Dresch of costract ana interfecrence with

3f attorreys' fees, and costs. The Company denies the allegations and intends %o
Jefend vigorously against them.

item 4 S.omission of Matters to 4 Vote of Security Holders
None.
Executive Officers of the Registzant
T™he following table sets foreh, as of March 10, 1997, certala informatios

fegarding tne Company's enxecutive Oofficers and certain other sigaificaat
-op.ioyees.

Name Age Positioe

Henry 3. Luken, » Chairman of the Board

Jonald A Burns 3} vVice Chairman of the Scard, Chief Laecutive
Officer ana Presideat

Thomas J. Cizzite “ President-Consumer Dlivision ang Digector

Stephen 5. Tanton 4 President-Commercial Division

Bryan K. Rachlia 0 Chief Opezating Cfficec, Secretary and

General Counsel
Nicnolas A, Merrick ] Chief Financial Officer, Treasurer and
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Az resitieet i
Arastas. .
Mace I 303t

Leten Jezies
<993 %5 Apeil o
: ng chairsas of
wned Ty ¥r. Loeen,

.
20 served as °
£oup, I22., 3
1 3¢ «Nich entities ne founded.

SO%ai3 A Burng, a co-f under of tne Company, Nas served a3 Ihief Eaecutive
Sffizes ana Vice Chalrman e Tompany's Soard of Dizectors since April l996,
A% a3 1eIved ay the Pres dent and as 4 director of the Tompany since .ts
formation in July 993 Mz Burngs served 4y the Company's Secretary from July
2 Aprii 9% P23102 %o jcining the Cospany, Mo Surns held several
83 with ¥i3 Atlantic Telecom, Iac “Mi3  Atlantic®!, a cregiomal lomg
FLATANCE TAITLIEr Dased in Wasningteon, D 0., ANCLUGING eXECUTiIVE viCe president
"ng o g cpezating afficer fram October 1992 o July 199) and  3igector of
speraticons from 1980 2 Octoder LIW2

Thomas 7. CLrzite nas secved a3 the President of *he CTompany's Consumer
Sivizicn  since April L1996 and as 4 3izector 3f the Company since June 1996, Mo,
Tifrito i3 4 coe-founder of LONC and na3  rerved a3 it3 president ana cnief
srecut.ve officer since .t3 Iormation in September 199). from Novemper 1991
TRISUgn  September 19%), Mz SLLTito  served as presideat and czhief executive
afficer of Telecommunications Asociates, Isc., AR Operator assisted services
ospany. Mg TLZzito wad vice presicent of marceting/sales with Mid Atlaatic
from November (949 o November 1991

Stephen G. Tanton nas served as the President of the Company's Commercial
Division since April 1996, Priar %o joining the Company, Mr. Caaton held several
positions  with Allnet Communications Services, isc., & long aistance
telecommualications company, LAcluding vice president of the sales divisica and
regicnal sales dizector from 1948 %o 1999

Scyan ¥ Rachlin has served as *he Chief Cperating Officer and Secretary of
the Company since April 1996, Mr. Rachiis mas served ap Vice Presideat and
Jenecal Counsel of the Company JiBCe it® (aception, and as the Chief Executive
Officer of Tel Laby since May 19%4. Prior to joining the Company, Mr. Racalia
waS & partaer in the law firm of Rachlia ¢ Fitzgerala.

Nicholas A, Merrick has sert od as Chief Fiszancial Officer of the Company
since March 1996, Prior to joiaing the Company, from July 1990 to March 1996,
Mr. Mersick %eld several POSITIONS 49 A% LAVESTRAT Danker i3 the corporate
£i%anCe dJepartaent 3f The Rocbiason-Mumphrey Company, Iac. In thls capecity, Mr.
MEIicK was iavolved in AuBerous public ana private finasciag and merger and
SCQUINLTION TIAASACTIONS iaVOLving COmpanies in the telecommunications iadustry.

Natalie J. Marise-Street nas served as an E[xecutive Vice Presideat of the
Company 2ince February 199, Ms. Maczine-Street served in several other positions
with the Company since 1t3 forsation ia July 199), includiag vice presideat of
saministration from Februacty 1999 to Nebruacy 1996 and marteting sanager/special
projects from July 199) to February 1993, Prior o joining the Company, Ms.
Marine-Street served A8 Marreting coordinator and ia other capacities at Mid
Atlantic from April 1991 o July 199).

Janet D. Anastasi has served as Vice Presideat and Corporate Coatzoller of
the Company since October 19%4. Prior to joining the Compasy, Ms. Anastasi
J0Ived 4% 4 Manager 4t Chase and Associates CPAs, P.C., certified pudlic
accountants, fzom 1900 to 19W4.

Mark J. Stodter has secved as Vice Presiceat-Llectronic Data Processiag of
the Company since ity formation in July 1993, Additiosally, ™Mr. Stodter secved
Shief Operating Officer of the Company from July 199) %o March 1996, Prior %o
13iniag the Company, Mr. Stodter secved 48 director of masagemeat (aformation
systems with loag Distance Service, Iac., 4 regional long 2i3tance carzier based
W0 Masniagton, D.C. from 1946 to 199).
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FART 12

Mazket f3r the Tegistzant’y Common DQuity 472 Telates JRarenciler Vatters

The Commca SNates afe LIaded oa the Nascag Nat 4. Mazeet
Rty The Izllow TaADie 3ets fortn, om 4 per INAre D4, . .

nL3N A3 Low ta.e nforsatica of tne Common  JNarer 43 reported Iy tte
NAS3AT Natiofa. Mazve:l, 137 the periods indicated.

i
i Low
Thiza Quazter (from August B, 199 iy 12 i
Fouzsn Quacser e 31

As of Marsn 18, 1997, the clcsing price of the Common Shacres as reposted oy
INe  Nacaq Naticnal Market was 320.30. Az of Mageh I8, 1997, there were
approximately 2,977 registered nolders of Coamon Shaces

The Company Nas fever paLd any divicends. The CTompany curzeatly iateads T2
retain  all future earaings for use in tn operation af ity Ousiness ana,
thezefoze, 2089 n0t AATIiCipAte PAYIng any cCash  dividends ia the foreseeadle
futuze. The Zeclazation and payment in e future of aay cash dividends will Se
At the discretica of the Company's Boarad of Dizectors and will depesad Jpea,
AROAG OthEr tNIngs, tNe earnings, capital requirements and fisaancial position of
the Company, existing and/or future loam covenasts and general ecosomic
songitions.

Recent Sales of Uaregistered Securities

On Maren 19, 1996, options to acquire 429,000 Common Shares were issued to
MI. Merzick at an enercise price of 37.3) per snarce.

On April L. 1996, Bonits Andersoa, James Sinadler, Desais Jarmas and Mr.
Rachiin exchanged their opticss in LOWC for optioms to acquirze 29,3511 51,021
113,267 ang 102,04) Cosmon Shares, respectively, <nder the Company's Stock
Cption Plan

Sn April 1, 19%, the Company i3sued 95,102,125 Cosmom Shares ia eachaage
for the remaiaing miserity iaterest ia LOWC.

on Apzil 4, 1994, optiocas %o acquize 1,062,300 Common Shates were issued to
M. Laaton At an exercise price of $7.3) per snare.

o8 Jine L, 1996, the Company agreed to L3sue 39),134 Commoa Shares to the
sharensisers of Tel lads in exchange for all of thelir shares in Tel Labs.

on June 21, 1996, Mz. Racnlis exercised optiocas to purchase 649,190 Cosmon
Shares at & “eighted average exercise price of 30.44 per share.

On Auguat 9, 1996, Mp. Marine~StIeet enercised optioms to purchase 169,573
STAIES AT 4 “NiGNted average exercise price of §1.76 per share.

Cach  i3suance of securities descrided above was made ia reliance os the
exesption from the registratioa provided Dy Secticm 4(2) of the Securities Act
43 & TZansaction Dy an Lasuer not involving say public offecing. T™he cecipiests
Sf PeCuUrition ia eCh SUCh TISASACLION CEPLESeAtad ThOLL iateatioa tO acquire
the securities for iavestasat oaly asd ROt with & view to of for sale in
SORBECTtioa WitR any distribution thereol and appropriate legends ware affined to
the share cectificates i1ssued 1a Such tramsections. All recipieats had adequate
aczess, tAIOUGh their relaticaships with the Compasy, to informetioa about the
Tampany

item 6. Selected Fisancial Deta
The iaformatica callied for by Item 6 is iscorporated heceia Dy referesce %o

2830 10 of the Megistzant's Aasual Report to Shareholders for the year ended
Secemgar 31, 1996 (the "199%6 Aascal Repoct™).

item . Managesent's Discussion and Analysis of Fisascial Cosdition
43S Resuits of Operatioas
T™he information called for by Item 7 is incorpocated hecein dy refersace to
poges 11 through 19, iaclusive, of the 1996 Aanual Report.
item 8. F.nancial Statements and Suppliemeatary Seta

The informaticn called for Dy Item § L9 iacocporated hecein by refereace %o
pages 16 tngougn 30, iaclusive, of the 19% Aarual Report.

With the exceptions of the aforemsstiosed ianfocrmation aad the additiossl
information incorporated by refereace in Parts II aad IV nerectf, the 19% Assual
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SESCT% L9 AT 1eee3 T3 T@ 1..93 a3 et 3f =his Tepolt

a Cisagieements it
Fisansias Jisc.icaule

Nore

item L5 Jirecicrs and Executive Off.icers of the Regiat:
93 By Item 13 ang Item 431 of Megulaticn 3-€ as o
Tempany, ang the Laldrmation quited Dy Item 438 of
e | srporated nere.n oy teference 2 e CTompany's 2efind L]
T 2a%ed Apcili 8, 1397 %o e filed with 3 and Exchange
purs.ant %3 Regulation 14A (a conmection 2 Sampany's Aancal
Shagenolders =5 Se heid on May 1%, 1997 (the "Proxy Statement®)

item i1, Executive Compensation
he inf
the Promy St
lampensation” and
incorporated herein.

rmation  feguiled by 11 L8 incorporated terein by refezence %2
ement, except £ar the sections entitled "Boars Report on Lxecutive
Performance GIapn® «hich 3faLl NSt e deemed O e

e 12 Security Ownersh:p of Certain Beneficial Jwmers ang Vanagement

The information fequized by Item 12 i3 incorpcrated herein Dy reference 0
the Prony Statement.

Item ). Ceztain Reletionships and Related Transacticas

™e infarmation zequized by Item 1) is incorporated herein by reference %0
the Promy Statement.




Rev 08:35:20 19

10_1296 012 20

FAAT IV
e 4 Ean.nits, Financial Statement iches.ied ans Beports 2a form 1

) . Forancias Jtatements:

Te fal.owing <2 od ficancidl 1tatementy 3! Ine Jompany e
zed 0 Pazt , ltem § lwmich .tcorporates (nformatios oy
rance %o the 19%6 Asncal Report

ssasciizened ance tmeets a3 of Decemder 11, 1996 ana
Jecemper i1, .#9

samgolicated tatesents of iaCcme and  Ietained earnings for
sne years suced Decesder )i, 1996, Decemper 11, 1993 ane
Jecemper .. 1IN

~amssiidated statements 3f cash fiows fo7 the years ended
secemper 11, 1396, Decemper 31, 1993 ana Secember 11, W

Notes o Comsclidated Fimancial Statesents and Indepencent
Acaitcre” Report

2 T.nanc.as Statement Schedules:
Iasependent Auditcrs’ Report
] fanipits: See Danibit Iadex o8 Jages 0w M

™e Fegistzant “eredy ajrees o fuznish the Commizsion & SOpY
af sach of the indentures or siher iastruments defiaing the
rignzs of security holders of the iong-term dedt securities of the
Registzant and any of its subsiciacies for which consclidated ot
Joconsclidated fiaascial statements are required o0 be filed.

L) Reports on Fors #-K:

The Company filed no reports on form 9-K 3uring the Quacter ended
Secespec )i, 1996

<) Refer %o Item 14 1a) (3} adove for Eanibits required by Item 601 of
Reguiation §-K.

] Scheaules ather then set forth in respoase o Item 141(a)(2) above
for which provision i3 sace ia the applicable accouatiag requlatioas of
«ne Secuzities and Exchang . Commission are act required undesr the
related 13strucCtions o ace inapplicadble and therefore have bees
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EXNIIT INIEX

Lam it Vempe:

teteee”
Sryas Racn

Srare Excmange \greement o
inc., Thomas .Jizzite., NI

H

e Cacnange Agreement)

Ticns Group.

*).. Mestated Articles of Iacorpozatica 2f Telco Comeun
e

*3.2 Asencea anz Restated Bylaw co Communications Gooup, inc

*4.1 Form of Commonr Stock Te cate 3! Telco Tomewn.cations Group,

tne
ne.

*i0.51 Agreement for me Provisiom 3 Billisg am3 Toll
Services Setween Teics Jevelopment Group of Delaware,
and the Ameritech Companies 2ated July i, 1998

0.2 for tne Provisiom of Billisg ana Collectics

Detween the Bell Atlaatic Operating ‘ephone

Companies and Telco Development Graup of Delawacre, Inc
dated June 123, 19N

*10.3 Clearinghouse Billing anad Collection Services Operating

Coatract betweea Telco Develcopment Group of Delawaze, Inc.
and BSell South Communications  ated January ), 19%

*10.4 Agreement for Billing Secvices oy Tel Labs, Inc. and Csprit
Telecom dated December 29, 1998

*10.7 Agreement Detween Nevads Bell and Telco Developmest Grouwp
of Delaware, Inc. for Billing ana Collection Services Jated
September 3, 1993

10_129%6 130, 21
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Tanidit Ne=2e Eanidit Jescriptise
.2 4 Agreement I3r Interstate 8illit3 an
Ajreement ween New Ing.iana
Jomgany and Te.co Jeve.lpment itup 0
faly 1. 1998

Biiiiag an3 3l
ssepany 4%2 Tel:s

a%es July i, 998

Serv.ces
o322
Selavare, I%C. ates

- vigion 3¢ Biliisng Callest
temen Fac0.i2iC 3l 403 Telco Develcpment Sroup of
inc. 2atee July 12, 9%

*=38.5% Casval Billie jervices Ajreement Ctetween the Souttern
Jepnone Tompany and Telcs Development Sroup of
o2 Tedruaczy %, 19%

gog ¢
Services Ddetesen Souitwe
Telcs Develogment Sroup of Laware, InC. Zated December 16,
1854, anz Amencwent T2 T Agreement for the Provision of
La4i%3 Ana Jol.ectizn Services Detween Southwestera Sell
* & Coepany and Telis Cevelopment Sroup of Delaware,
%2 zated Jecemper 15, 1IN
Agreement I3z the Provision of Billing and Callection
Services for Tlearing Agests Setween US West, Inc and Telce
Sevelopment Jroup of Delsware, Inc.  3ated Apri. I, 1995
Amenament ated June §, 19%

ioa of Biilisg ana Csllecttd
Telephone Company ang

.
.

.-
-

*«10 16 Stancacra Agreement for the Provisiom of Billing and
Tollection Services osetween United Telephone Company of
Fflorizda and Teico Develcpment Group of Delswere, Inc. Jated
Oczober 19, 1M

-
.-
o

1T Service Agreesent Ddetween IXC Carzier, Inc. and Telco
Commgnication Group, Isc. Zated December 15, 1999

*10.18 Telce Communications Group, Iac. Wholesale Customer
Agreement for Special Istersatiocsaal Pricing with Eaprit
Telecom dated February 21, 1%

¥ Teico Communications Group, Inc. Asended and Restated 19M4
§tock Optisa Plan

P
©
"

*12.20 lesse Ajresment Detween CPL  Propesties and Telco
Communications Growp, Inc effective Marca 1, 1998
Savenport, Iowa Switch Site)

*10.21 lease Agresment Detwees Thomas Kurschaer and Telco
Communications Group, Iac. effective November 2, 1993 (Las
Vegas, Nevaca Switch Site)

*:2.22 Teea of lLease Agreameat Detween Bricks ia the Sticks, Lta.
and Telco Communicatiocns Group, Inc. effective Marck 1, 1999
(Chattancoga, Tennessee Switch Site)

*10.2) lease Agresment Detwees The Usiversity of Temas System ant
Teico Communications Geroup, Inc. effective August 232, IM
Austin, Texas Switch Site)

*10.24¢ Agresmeat of Lease Detweea 11th and L Asscciates and Telco
Communications Geoup, Inc. effective August 23, 1M
(Mashiagtoa, OC Switch Site)

*10.25 Deed of lease Agresment Detween Bricks in the Sticks, Ltd.
and Tel Laba, Inc. effective July i, 1994 (Corpocate Office!

*10.26 Oeed of Lease Agreemeat Detweea Bricks in the Sticks, Lta.
and Telco Commusications Growp, Iac. effective Mazch i, 1993
Torporate Office)

*10.39 Cguipment Leases detween OSC Fizasce Corporation asd Teico
Communications Group, Inc. (Master Lease dated Jasuary 1,
L1994 ana Scresuies A-PL)

*10.30 Credit Agresment bDetwees Telco Communicatioas Growp.
incorporatea, Signet Bank and the Baaes listed thereln,
3ated a3 of January 34, 19%

*10.)1 Dspicyment Agreemeat Detween Teico Communications Geowp,
Inc. ana Dosald A. Burns dated as of July 19, 19

12.32 imploy A3 e Telco Communications Group,
Inc. and T™homas J. Cizcito dated ar of Aprii i, 19%
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a3 Stepten

Exp.oyment AGreement Setween ¢
inc. ang Bryan K. Rachlin zatea

*10 15 Imployment Agreement letween Te.I2 3

H 03 NICNOLAS AL Merrzicik 2ated ay

*i0 36 Esployment AJreement Detween Telco Commgnitations  Group,
% an2 Janet D Arastasl dated a3 3f May l, L%
*12.37 Dspicyment AJ: ement Detwees Telca CTommunications GIoup,
InC. ang Natal.ie Marine-Street 3ated as of May ), 1996
18 Dapioyment Agreement tetween Telco CTommunications 3I1oup,
InC. ang Mazx J. Stogter dated as of May 2, v

*i2.1% Empioyment Agreesent Detween Telcs Communications anag
Henry G. Luken, III 2ated as af July 13, 1996
*L0 4L Torm cof Registration Rignty Agresment Detween Telco
Commnicatid Group. Inc. ang nolders of certais shares of
cosmon 3%0ck of the Company and CeITALn  SPUIOAS O puithale
ssmmor 9%0¢k

iiing ana Collection Services Agressent CSetween GTT
ephone  Operatioas and Telco Jevelopment Growp of
Delavaze, Inc. 3ated March 13, 199

N

12.4) Credit Agresment Detweea Teico Commusications Sroup, Inc.
And NationsBbank of Temas, N.A. a3 Aamiaistrative lender ana
Lenders., 3ated Decemper 20, 19%

10.44 Carzier Agreement Detween AT4T Corp. and Telco
Communications Group, 18C., dJated December 1), 19%

~10.4% Network Purchase Agresment Detween Alvantis and Telco
Network Services, Iac., dated March ii, 199?

10.46 Lease Agreement Detween Telco Communications Seoup, Inc.
and Tredesic C. Stein, dated May i, 1996 (Fort Lauderdale,
Fiorida Switch Site

12.47 lLease Agreemesnt between Teico Communications Geoup, Isc.
and Mudson Telegraph Associates, 2ated Septemder 26, 19%
New York, New York Switch Site)

Scredule of Computation of Larzings Pez Share

13.1  Porticas of the Teico Communicatiocns Group, Iac. Aaaval
Report to Shareholders for the yesr ended December 11, 19%

-

21.1  Subsidiaries of Telco Communicatioss Group, Iac,

3.3 Ingependent Auditors' Coaseat

P Financial Sata Schedule

) incorporated oy refereace from the Compasy's Registratios Statement on
Form S+1 (Commission File No. 133-0%837)

. Porticas of this Exhibit have bees omitted pursuant %o & zequest for
configential treatmest asnd filed separately with the Commissios.
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7ASE>
SIONATURES

Pirsuant %o the fegquirements oI Sect.on 2) o2 S
Exchange Act A3Li9%2ant NA3 Iuly Td.2ed TRl T
123 senall oy ndersijned, tnereunts Iuly 4.t 1e3.

TELOD TIMMUNICATIONS GRCUR, INC

s/Conald A Burns
3y:

Sona.d A, Buins
Presisent and Chief Cxecutive Cfficec
Magch 29, W

Fucsuant 20 R sequize anty of Securities CLachange Act of 1334, =his
report Nas Seen 3igned Te.ow py wne f3llcwing perscns on senall of the
Registrant ang in R @3 and on the Zate .ndicated.

Signatuse Jate

3/Henzy G. Luven, III

Magen 20, 1907
Henly G. waten, 34
cnaicman of the Board and Digector

s/%onald A, Burns

Sonald A. Buzns

Vice Chairman of the Board, Presideat,
Executive Officer aad Director (Principal
chief fxecutive Cfficer)

/9/Thomas J. Cirzite

Thomas J. Cirzito
President of Comsumer Oivision and Director

/3/Rcbest W. Ross

Ropect W. Ross
Digector

/8/Gacy L. Nelson

Gary L. Nelsca
Dizecter

/a/Nicholas A. Mecsick

Nicholas A. Mecrick

chief Tinancial Officer and Treasurer
(Principal Fimancial Officer)

/s/lanet D. Anastasi

7ice President and corporate Coatrollers

</TEXT>
</D0CUMENT>




Rev 08:35:20 33197

10_129%6.t1¢, 356
-0
< JOCMENTS
<TY?E> gxeil.l
COESCRIPTIONG SCHEDULE of Computaticn 3¢ Larnings Per 3nace
«TEXT>

TELCS COMMUNICATIONS JRCUP, INC.
SCHESULE OF TOMPUTATION OF CARNINGS PER COMMON AND COMMON ZQUIVALINT SHARE

WEIGHTED AVERAGE NUMBER OF COMMON SHARES
rted average number Sf shares of common  3TICK 4nd Iommon  3tack
v3, after adjusting £or the 42%-toel  ITOCK IPLLt, waAs Jeternited a3

For al. ;eriods presented priog 3 the ialtial public sffezing, sutstanding
spticas far sommon 3TOCK granted within 12 months 22 the initial filing date of
sne IPO have ceen included in the calculations of ccamon and tommon  equivalent
ShACeS  SuTITANAING uILAg the treasury STOCK method Dased on ihe iaitial public
sffezing price 2f 314 per shace a3 the market price.

in thousands, eacept per shaze data)

19 1998 1996
smmon 3tock:
Shares outstanding beginain
of perioca 20,100 20,064 20,864
Shares issued Jucing period, net (1) P28 - 2,17
SEC SAD 9) snaces (2) s, s.009 5,009
26,20 26,7%) 20,000
Common Stock fgquivalents:
Opticas ()} 19 (4] 1,63)
Warcants (4) m (3 1) Ll
5% LM 1,6%)
Weighted average number of 6,004 9,20 30,%3)
common 3haces
Net lacome $2.006 $10,76% s22,aMm
Net Income per snhare $ 0.07 $0.0 $0.7%

(1) Weighted average common 3hares issued,
net of repurchase of shares

{2) Common shares and employee cptions issued
June 14, 1993 to June 13, 19%6 7,00

Less shares reacquired

under tIreasury stock method 1,203
Net SAD 9) common shares 5,009
esscosasss

131 Options granted, iess commona shares reacquized under
tfeasuLy STOCK method, oA 2 waighted average basis.

(4} Mepresents warzants held by Sigset Medlia Capital Geoup to
putchase 616,150 common shates at a nomimal exercise price,
which were exercised coscurzeat with the IPRO.

</TEXT>
</ 20CMENT>
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COOCMENT>
YD x-13.:

CCUSCRIPTION> PCATIONS OF THE ANNUAL ALPORT TC JWARERCLY
TR
<TABLD>
CCARTION

Selectes Consolidatea Tinencial Data

Yeazy Ladeq Cecemter )1,

5> «©> «> <> <>
1S 1 ) 188 i1 19 il

A8 thousands, except per Inale

and per minute 3f Lse amounty)

Statement of Operations Jata

Revenues, net 31,138 $ 44,707 5 215,076 3 420,592

Cost of services 9] 27,716 L 292,036
31038 margin 2 6, 4l.6400 176,516

Selling, general and

aaministrative L2 2,00 55,936 125,97

Depreciation and amortizatice b1} 6 3,026 1,967
Cpezating income !loss) 1,22 L 22,186 2,

interest expense b4 ] mwm 2,92 3,518

Jther iacome (expense) .- : £ 73 s01

Provision for income taxes .- LA 7,9 16,39

Misority interest .- 18 1) 1,046 (11
Net income (los9) $ (L2240 $.2,00 $ 10,763 $2,M
Net income (1os3) per share $§ 10.8% $ 0.0 3 nm $ 0.7
Welghted average number of

shares outstanding

{in thousandas) 6,97 6,10 20,208 30,51
Balance Sheet Data (at Period €ad):
Cash and cash equivalents L] M 1 s (4] LI 3 o 25,37)
Total assets 2,09 33,51 07,124 210,9%
Total dedbt (including capital

lease obligatiocns) 1,59 M 4,11 3,01
Minority intezest .- 193 .10 -
Shareholders' equity (geficit) 16 1.,6%% 12,420 145,720
Other Operating Data:
Silled misutes of use 1,304,300 2,961,000
Revenue per billed minute of use $ 0.1%¢ $ 0.143
Cost of services per dilled minute of use $ 0.0 $ 0.00%

(1) The Company commenced cperations in November 199).
</TABLE>
forward-Looking Information

Statements in this creport comcerning future cresults, perforsance,
achievements, expectations or trends, if aay, are forward-looking statesents.
Actual results, pecformance, Jachievemeats, events of treads could differ
materially from those expressed or ‘mplied by such forward-looking statements as
4 tesult of known and unknowm £isks, uncertainties and other factors including
those described below and those ideatified by the Company ia the Company's other
filings with the Securities and Exchange Commission.

{atroducticn

Telco Communications Group, Isc. and its wholly owned subsidiaries
(coliectively “Telco® or "the Company®! 13 a capidly growing switch-based
provide:r of domestic and iaternational loag dAistance telecamsunication services
prisarily to resideatial customecs ia the Uaited States. Substaatially all of
the Company's <Customers 4ccess Ats network by dialing & uaique (five aigit
Caccier Ideatification Code (CIC) before dlaling the aumber they ace calling.
Using a CIC Code to access the Compaay's network is knowm a» “dial arousd® or
“casual calling® because customecs can use the Company's 3ecvices ot any time
without changing their emisting presubscribed loag distance carcier. T™he Company
mariets its cesideatial long distamce secrvices through macketing subsidiacies
nder two Drands, each with a urique CIC Code: Dial & Save (CIC Code 104%7) and
the Long Distance Wholesale Club (LONC) (CIC Cose 10297), and prices ity
secvices at a discouat to the basic “1 plus® rates offered by the three major
long distance carriecs: AT4T, MCI and Spriat. During December 1996, the Compaay
provided loag distance services to approaimately 2.6 millioa customecs (switched
4ccess 1ines) in 40 states and the District of Columbia. All dial around
operaticas are conducted through marketing subsidiaries that are refegred to
collectively 49 the Consumer Divisioca.

To increase its volume of call traffic, Teico has begua o sell its daytime
CApacity on & wholesale Dasis %0 OthGr loag distance cCACTiers 454 1a additios
nas created 2 Commmccial Sales Divisioa (°CED®) to target Dusiness and carzrier
customecs. Because the Compary's ealsting customer DbDase i primacily
residential, tne majority of calls are handled 3ucing off-peak eveaing asa
wseterd peciods. As of Decesber 11, 1996, CSD hod opened 22 sales offices ia 12
states and employed approsimately 210 sales pecsoasel. For the fourth quacter of
199, CSD revesmues waze 39.) wmillion, or aepptosimetely T.0% of coctal
conolideted revenues.
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9 customers of receiving sne bl 5
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Siiiat3 Company 3%az%ed ia 1991 by Telco's Chaitman of the
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Sompany's  SwitIN-0a3ed network curzeatly consists of six DSC O€x 600sS,
JC switches scated ia Washingtoa, O.C.; Fort Llauderdale, Flocida:
iowai Chattancoga, Tennessee; Austin, Texas and Las Vegas, Nevada
the Company i3 installisg a JEX S00C switih in the New York O
"2 N 4Z0a WNLCH L9 expected O De Made operaticral auring the fizst nailf
28 1997 and mas tacen Iecelipt I an eigNth switch o De installed later ia 13VY
I8 4 yet undetermined lccation.

Futuze L3sues affecting the Company's cperations for 1997 and beyond are as

f2.. 0wy

Ciepetitive Tactors. The Company Nas cbsecved new entrants aad increased
compet.tion in the Company's dial around segment. Additiosally, although the
S43.C zates of the Largest loag 4iItaAnce carriers available to most residential
CLITomeIs  LAcCIeased  Iuring 1996, the Company Nas A130 cbierved AR iACIease in
the number of promoticnal, discounted ca lling plans available to long distance
sonsumers.

Regulatory Changes. The operations of the Company will cortinue to be
affected Dy the ongoing events asscciated with the 1996 Telecommunications Act.
Such events include access charge ceform which could materially ceduce
transmission costs for both the Company and cother 'ong distance companies, the
eatrance of the RBOCS iatd the long distance sarcetplace and the ability of long
distance companies like Telco to begin marketing local telephone secrvices.

Availladility of Transmission Facilities. T™he Company has cbaecved a
tightening ia the market for the avallability of leased fiber optic (facilities
conaecting the Company's switches. T™he Company leases these (facilities under
BUlti-year contracts with three maJOr vendors and, %0 date, has been able to
s3ecuze the necessary facilities.

Cxpansion of the Commercial Sales Division. The costs associated with the
sontinuing expansion of CSD are expected 0 reduce the Company's net income at
ie4st thzrough 1997. The Compasy expects that the fevenue Jrowth associated with
49 Aivision will cepresent & material portion of the overall growth of the
mpany.

Integration of Voice Network Acquisition. Ona March 11, 1997, the Compasy

the prop acquisition Of Certain voice network assets waich include

the Capacity rignts to 100,000 0S-) miles of transmission capacity, 5 Mortel Oms

250 switches and other assocliated telecommunications egquipmeat. The ability of

the Company tO jesnerate adequate ca sh flow from this asset acquisition will be

Dased on the integration of these network 433ets iato Telco's eaisting network
and the resale of surplus capacity to thizd party customers.

Results of Cperations

The following table sets forth for the periods incicated certain financial
3ata a3 4 percentage of ceveaues:
<TABLE>
CCAPTION>
Percentage of Revesues
Year Caded December )1,

<35> <> <C> «<> <>
199 1 199 19%

Revenues, net 100.08 100.08% 100.00 100.0%
Cost of services "3 62.0 6.1 8.0
Gross sargin 12.% . . a.2
Operating expenses:

Selling, general ana administrative 113.) . 8.0 %3

Oepreciation and amortization .« 1.% 1.9
Opezating income (107.6) . 10.4 10.0
isterest and other 2.3 1.4 0.7

income taxes 3.3 1.0

Net income (109.0%) 3.0 RS | |
</TABLD>

199 Compaczed to 1998
Revenues. Revenues increased 994, or $21).2 million, from $215.4 mililon
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TAL DLLied minutes Of L@ weze 2,360, 0 million far L6, a4 Ll4N [ncreate,
versLs L0003 miliion ainutes o7 1999, Revenue per minute 3! Lse was iDL

1936 versus 30 196 per min : i3 rtev
a3 primazi.y attributanle rI.er tevenue
3f t2%al Tevenue and 0 i3 4 LOwer  Tevenue per
=.%.%0 3¢ Luse pIasuct thAR the Jompany's otner SIIAUCt Lines

<% Si..03

Sevenues Ior tne Consumer Qivi
ersus 3206.9 =ill.em for I9VY 2
TS Iring L006 LntD tew 1Tatel TRIough Doth LIMC and Sial ¢ Save, an2 al2
IJeteq Lty mareeting effccts 3 many of Lt9 existing Jeograpnical mareets.
Revenves for 108, enicn INM8.3%3 of crevenue fIom cCoEmersial  and  carsier
CLatomers, were 322 0 mill. m for 1996 versus 30.%5 millios for 1999, a 160V, o2
$10.6 million increase. The total for vota 1999 ang for the first six mcatns of
L1996 consiats solely of carrier revesue.

The Company gJenerated 30.9 sillicm in revenue from its Tel Labs subsidiacy
f3r 1996, all of which occurzed after Telco's acquisition 3f Tel labs in the
tRIZE quarter of 1996, The offsets 0 revenue (ACressed duriag 199 compares to
19935 poth a3 a4 percentage of revesue and in the A33IeJ4te Tue 0  increased
Dil.0d CUITOMEr BINUTES 28D INCIE 433 i fevenue allcwances, priacipally e to
LACIA363 In reVenues I8 Jeographical areas where LECH requile nigher holaback
percentages.

Cost of Services. Cost of services iacreased 8%, or $110.) aillion, from
$130.7 sailion for 1999 %0 $2%52.0 million for 1996, Appreximately $101.0 =miliica
of TRl INCIOANe WAl ATIIIDUTtADle O direct oSt relatiag to LEC access charges
4nd the Company's trassmission af co-net and off-net traffic, all of wnich was
partially offset by a decrease in per minute costs. The resaining $16.95 aillion
IACIeA%e was The result of Nigher facilities lease coSts 4990CIATed with the
€ApAnded tranmmission network and Tel Labs expenses offset by a 30.9 millioa
reduction ia iastallation chazges. The cost per minute for 1996 was 30.00%
versus $0.097 for 19935. The cost per minute Jecrease was lacgely the result of a
nigher percentage of ca-net traffic coupled with Jreater setwork efficieacies
4nd improved sff-net priciag.

Gross Macgin. Gross margin increased 1168, or $94.9 millica, from $01.6
miliion for 1999 2o 3176.5 million for 1996, due O the [easons Aiscussed above.
A3 a percentage of cevenues, Jross margia iacreased from 17.98 for 1995 to 4120
for 1996,

Seliing, Geseral and Administrative Cxpense. Selliang, geseral ang
AARINLITIACAVE expense increased $69.7 millioa, or 1294, from $55.9 million for
1993 o $125.6 wmillioa for 1996. Approximately $11.4 million of this increase
was attributable o the direct eapenses Of the Commercial Sales Divisioa,
commenced ia Juse 199%. Approaimately $31.0 =millica of the increase was the
result of higher Consumer Division macteting eapenses for 1996 compared to 1993,
and the temaining $27.) millioa incresse was the resuit of higher LEC billing
SAPONISS, CUILOMEL JOLVICE COSTI And Other corporate geseral and admisistrative
expense Jenerally associated with I5Creased Customer minutes of use. As a
pecrcentage of revenues, selling, Jensral and administrative expense incressed to
2938 for 19% from 26.08 for 1999,

Depreciation and Asortizatioa Capense. Depreciatioa and amortizatios
SXPOnIe  inCressed by $4.7 millica, from §).) million for 1993 to $0.0 millica
for 1996. As & percentage of revenues, depreciation and ABOITiZAtiOn expense
increased to 1.9 0 for 1996 fzom 1.350 for 1993. The aggregate increase ia this
CEDENSe was Primarily AtLributable O Lacrease d depreciatios expense related to
the expansion of the Company's switch asetwork and amortizatios of goodwilil
4390C1a%0d with the Loag Distance Wholesale Club and Tel Lads acquisitioas
during 1996,

Interest Uxpease. Intecest expease iacressed by $0.35 miliion, from §).0
all.ion for 1999 to $).9 milllon for 1996. This iscrease was due primarily %o
inCIea30a DOCIOWIngs and AA inCrease ia the Company's capital lease cbligations,
partially offset by the aet proceeds generated by the Compasy's initial public
offering (IPO) i1n Auguat 199, whlch substantially reduced outstaading
SOrrowiangs and capital lesse chbligations for the remainder of the year.

Net Income. Net iacome increased $12.1 million from $10.8 million for 1999
to set income of 322.9 millionm for 1996.

1998 Compared to 1994

fevenues. Reveaues increased 302V, o 3170.7 millica, from $44.7 milliion ia
19%¢ to 3215 .4 miilics in 1995, This LaCresse was e peisacily to an increase
it billed customer minutes of use from Consumer Division customers. During 1994,
the Ccasumer D.vision marketed dial around services ia Florids. Live
Mid-Atiantic states and the District of Columbia. ODuring 1998, the Consumer
Sivisica expanded its mail campaigas into 21 additiosal states and conducted
TOMALlings in certalin states tacgeted during 1994. Dial & Save and Long Distaace
Whclesale Club products were jolstly mariteted ia two TACES and 2ine states
Quring 1994 ana 1999, cespectively, and ia the District of Columdia. The
Company's cffsets %0 revenues 15CIeased in the A9QCegate Jue tO an increase in
Sillied customer minutes.
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32099 Mazgin.  Gro99 mar3in  iscreased LN, o 64 .6 millica, foom 8100
W8 LH% o JAL 6 million im L99Y, 298 2 the readons 2i3cussed above. As
A3 3f Tevences, I3 =4I3in Jecreased from J0.CW im 1994 3 YO0 i

Se.ling. Anera.  ana ASministiative Lapense Selling, Jenera. ana
SENLALITIATLVE  exjense (fCreased 16 3¢ 345.9 million, from 312.0 milliom ia
1994 20 393,90 millicn in 1998 Appromimate.y 3193 millicn 3f thLs incIease =as
1.0 NCINANNS MALL marvet expens 4% the Company expanded  jeograpnically
ana 82 O CTertain exy 5§ Tarcets and to iacreased LEC piliing costy
WMLIR e FiTeCtLy  Ielated T2 N LIACIesse in the minutes of use. Ia adaition,
CLITOMEr  JEIVICE expense LnCIessed 36 8 =i lion primarily 43 a result aof an
LACIA3e L0 CUITOMEr  JeIVICe personnel Ieguiled 0 service the Company's
CAPANALNG CuItImer Daze.  As a percentage of fel.ing, gJeneral ana
ASMINLITIATIVE expense Jecressed from 169V a1} 2% ia 1998 prisarily
A% 4 Tesult of cperat.ing efficiescies 4330CLATed with the Company's groweh in
revenues.

Depreciation and Amortizatica [Lapense. Cepreciation and amortization
expense increased by 32 8 million, from 30.% million i 1994 o $)3.) mililca in
1999, As a percentage of revenses., Jepreciation and amortization incressed f{rom
1000 5a 1994 to 156 La 1995, These espenses were primarily attributable %o
Jepreciation related to the expansion of the Company's switch setwork.

Interest Capense. Interest expense increased 52.1 million from 30.9 million
A8 1994 o 53.0 mallion ia 1995 This incIease was ue primarily ta iaterest
QAPONI®  4330CLATEd wilth DOIIOWIAGS uRJer the Tiedit Facility used primerily to
fund wOrRing capital Tegquirements aAsd increases in capital leases cutstanding as
4 resu.t of the expans.on of the Company's switch network.

Net Income. Net income incressed 0.0 millicn from $2.0 million ia 1904 to
$10.9 million ia 1999,

Liquidity and Capital Rescurces

The Tompany conducts its OPerations tALough its direct and indirect wholly
owned LDIi21aCie8. TREIe Are A0 restrictions on the sovement of cash withia the
conscLidated JIoup, and the Company's discussion of its Liguidity 18 Dased on
the consolidated group. The Company Beasures its Liquidity based oa cash flow as
reported in ity Consolidated Statements of Cash Flows.

On Auguat 14, 1994 the Compaay su.d 4,601,000 shares of Commoa Stock (of
which 925,000 shares were 30id on Auguat 27, 1996 in coajumction with the
snderwriters’ eaercise of tne over-allotseat optioa) i its IMO. The net
proceeds 5 the Company after expenses) of asppromimately $60.0 million were
4304 IO Iepay exiting .ndeDtedness, including capital lease cbligaticas and the
Sutatanding Salance on the Company's ealsting credit facility. The resaining
proceeds, couplied with tne Company's Cash and DOIrowing capacity Jader the
credit facility, were used to fund working capital and capital expenditures and
{32 general corporate purpoeses.

Since commencing cperaticas is 199), the Cospany has experienced capid
jrowth fequiring substantial iavestaenats ia working capital, capital
expenditures 4nd mail sarketing espenses. Aaditioaally, starte-up costs
43%0Ciated with the formatios of CSD are eapected 20 reduce the Compaay's
consolidated net income At least through 1997. Ia Oecesber 1996, the Company
entered iato 4 aew credit facility for Docrowings up to $100 millica (the “New
Credit Facility®). Borrowings under the Mew Credit Facility are subject to
iimitations withia varicus [fisancial covesants and ratios iscludiang Total
Leverage Matio, Interest Coverage Ratio and Curreat Ratio. The iaterest rate oa
the New Credit Facility 19 Dased oa the prevailing Total lLevesage Ratio sot to
esceed 2.9 times and canges oa & CLurccollar (LIBOR) optioa from & spreed of
0.758 to 1.629%, and on a Base (Prise) Rate coption {rom & spresd of OV to
S.6290,

Net cash fzom Opecating activities iaczessed $24.0 million from 30 for 1999
to $24.0 millios for 199%. The iacresse was largely the result of increases ia
net LNCOMe 4nd Jepreciation and AmOITiZAtion expease offset Dy an iacrease ia
wItRing capital accouats. Net cash used for iavesting activities iacresased 92.2
=illion from $9.0 million for 1998 to $12.0 wmiliiom far 1996. (Iacluaing
equipment acquired uader capital leases, net cash used for iavesting activities
decreased 335.6 million fiom 329.0 wmillion for 1993 %o $19.4 miliion for 1996,
The JeCIeate was 2he tesult of Zeducing expeaditures oa the Company's naticowide
CIAASMLINIOR network. Net cash from fisaacing activities iscreased 51.) millioe

10 Ilum.l“
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CPAGE>

Ts the Sracencizers and Board of Dizectsrs of Telss
limmunications Geoup, Inc..

e “ave audited N  MCCOMDAnYIng  ITRI0..34%ed Salance  sheets of Telcs
283 3Coup, 18C. AnN suBsidiacies a3 of Decemper I, 1996 ana 1999 anz
ed consclizated stat renty of come ANS Ie%ained earnings, ana of cam
206 YO4r3 in the pericd ended Jecember )i, L3%. These
tatements 4afe the Iespoasidility of the Company's
arajement Que PORSIDLILItY 19 IO eapIes’ 43 CHINISA 34 these coasolidated
financial statements DASed On Our audits.

We CoN3uCted  Sul AUSitS LN SCCOISANcE with  jenerally accepted auaiting
2TAnGA3s. THOse 1TaAGAI3S Ieguire that we plan and perfors the udit to obtaln
rea3204bie A3ILUCANCE ADOUL whether the f1iRancial statements are free of material
migstatement. An audit inciudes examining, on a t Dasis, evidence supportisng
the AmOURTS and Gi3Ciosules in the financial statements. An audit also includes
43303310¢ TNe  ACCOURTLIng principles used and sigaificant estimates =made dy
sacagement, 43 weil a9 evaluatisg the overall fisancial statement preseatatioa.
e Delieve TRAT Sur AUGLTS PIOViIZe 4 Teasonable basis for cur opinioa,

s/Delaitte & Touche

Ricamond, Virginia
februacy ', 1MV
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<TARLE>
scasziidated Balance Sheets
(1a =nousands, except share 2atal
Secemper )1
I CTARTION
5> <> <>
1998 1336
ASSETS
Surzent Assets
Zash AnG cash egquivalents s W § 25,07)
Azcounts receivadle, a3e net 3f
alicwances of $),771 anz 37,902
at Zecesper )1, 19935 anc 1996,
tespectively) 5,024 5,104
PI0pAL3 LACCRe tAXes 13} 2,30
Deferred income tax asset " 197
other 1,51 8,97
Total cutzent assets 5,00 126,103
Property and Lquipment
Leasehold improvesents 1,140 2,199
NetwoIk equipment W5 314,749
Sffice furaituce 1.9% S, 47
Network equipment Jnder capital lease 19.2% -
Network facilities under dJevelcpmeat €076 7,38
Accumulated Jepreciation 3,47 6.0
Total property and eguipmesnt, net 27,927 19,666
Sther Assets
gooawill 248 4),66)
Sther assets 61 .00
506 4,748
Total Assets $ 87,124 3210,9%
Liabilities and Sharsholdecs’ Equity
Curzest Liabilities
Capital lease ocbligatica, cutrgreat portica 2,M (1}
Lacise taxes paysbie 1,299 3,103
Accounts payadble 15,303 21,082
Accrued network access and
LIANSNINNL0N expONIe 9,429 21,45
Other accrued expenses 1.2 12,670
Deferred income taxes payadle .- 1.22%
Payadble to related parties a4 -
Total cuzreat Liabilitlies 30,730 60,19
Long Term Liabilities
Long-tecm dedt .26 .-
Capital lease obligation, soacurreat 13,17 2,620
Seferzed iLacome taxes 1,319 2,068
Total loag term liabilities @2, 4,008
Minority Iatecest .10 0
Commitments and Costingencies (Mote 14)
Sharencloers' Equity e e
Common 3tock (no par value: 130,000,000
shaces authocized 32,734,069 shares
cutstanding) " 111,309
Pzeferzed stock (135,000,000 shares
asthorited, uaissued) - o=
Aaditicaal paid-in capital-accusulasted
deficit temaining upoa termisatiocs
af S-corporatica electioa (1,247 11,247
Usrealized 3ain o maztetable securities,
net of tax - 10
Retained earaings 12, M 35,600
Total shacreholdess’ equity 12,420 145,120
Total Liabilities and Shareholdecs’
Equity s 0,124 § 210,99

</TABLE>
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e L3443, except per Mare ata)
feazs ended Tecemper Il
CTARTIONS
5>

Seven.es, et
29t 58 wvi
3238 margin

spezating Lxpenses:

Seliing, gFeneral and aaministiative
Sepreciation 4nd amortization
Total Sperating expenses

Jperating incs

Misozity interest

Net income

Retained earaisgs (deficit), degianisg
of perica

csaversica of S-Corpocation tax mmatss

Retaized esarsmizgs, end of perisd

Net LISOWMe per IomEmon ang Zommon
eguivaient male

Average SOEBOS and COMEOD eguivaieat
shares
</TABLE>

12,30
12,504
LAY

"’

.07
L

i
2,306

(1.2
.24

-
.

s .00

6,0

<>
L]
215,076

T
.60

15,9

3,026

$h62

22,386

.2
)

T
il
T
L.046
12,768

2,006

2,

1000
20,208

<>

199

$420,492

16,008
3.21%
16, 3%

"
2.m
2.m

15,600

$0.7%

w5
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24%0c Statements 3f Taan Flows
thousands)

Year T22ed Decemcer 1

CZARTION

<§>

“asn Flows From (Used For) Cpe \tions
et Lalime

JTRENTS 12 IeC3aCiie "
asn from .3ea Io2) op

LS8 and amortization
Misority iaterest
Lo9s on disposal of fixed assets
Defezzed income taxes
ChABge in curreat assets and Liapiiities:
Trade accounts recelvable
Prepaid and sther assets
Accounts payabie
Accrued expenses
Income tanes payable
Net czash from (used for)
sperating activities

Cash Flows Used For lavesting
Activities:
Cquipment purchases
Isvestments, net of cash acquired
Net cash from (used for)
iavesting activities

Cash Flows From FTinascing
Activities:

Proceeds from the line of credit
Payments oa the line of credit
Paymeats on capital leases
Payments on snOLt-term debt
Proceeds from coatributed capital
Repuzchase of commos shares
Proceeds from sale of optioas
Proceeds from sale of stock

Net cash from financing activities

taczease in Cash

Cash, beginaing of the period
Cash, endg of the period
</TABLE>

<>
L

$ 2,006

(1]
bS )

%7

(24,119

(1.61M
1,300
,7%
a1

1,0

1,301

n

(1,09

29,
(13,759
(1.36M
()

0
2%

13,50

ns
140
$ 4

3,26
1,048
120
2]

(30,000
Sie
.0
,1M

1,019

an

.ns

7, n%

M.
115,.5M
2.3)
2in

10, 306

"2
o
s W

1960
599
526

2,465

13,2%0)
6, %41
T.i5

23,369

4,

(1.9

(1.

(20,262)
120,200}

9,02
11,623

24,43
”n
235,0M
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. Natize o the desitend ana S.3tificant Accounting Polizies

Nat.ze of Tperatiing=TRe  IOMpany L3 4 SwiTIN-DAZed (0T I.3tanCe te.eptite
TIMpATY NOM3JLAITeresd .m TRAARIllY., Virginie The Tiepany prie
SRIVICE 10 Ies.2entia. AN3 COMPEICIAL CL3tomezs Lt 4% 3tates and it
Ssiamdia

Significant Accountiag Policies

comsciizated  fitancial statements include the
£34P, BC. 403 1Ty WhOlly owned Dial & Save
<o Wholesale Clin, Teico levelopment Szoup of
coliectively, the Company) . ALl (nterzompany
TIANSACTLISNS A2 ACI20NTE Nave D68f @ Liminated in consolidaticon (see Note )

Revenue Recogrition-Revenue L3 IeCOIZed «hef 2IVICe 13 tendered, which i3
BOAFLIed When 3 lo07 dirtance call (s completed  anad Tecor3ed et of an
AL 0wance f00 TOVERLeS WNLCh the Tompany eSTImATes will Litimately be refunded,
IeDated, JACOL.eCTIDLe 37 JtBillable

Sa.es, Advertising and felatea “arreting Lapesses-Costs incurzed in
CORPECTLICE WIth SALS,  AIVeItising A0d BAIRETINg ACTIVITIEN AZe recogniled in
TRe POIIOG LB WMLCh TReY Afe Lnculred.  To8ts iacurred it aavance of Jtilizatiom
AR SALeS,  ASVEITLIIING OF TAINOTIAg ACLiIVILY AZe  TeCOQRiIed a3 Prepaid assets
SATLL PUCh ACtivity 2Cturs.  The Company Nad re Corded Prepald adwertising aag
WALl mareeting costs of SL, 095,434, S5177,74S ana 55,605,090 ot Decemder )i,
LPRA, IS ana 1996, fespectively These eapenditures were utilized ia
PrOMOtIONAL  ACTIVITIEN 423 MALLINgS 13 SLDSEGUENT DErLOGS N3 ware expessed it
The PEIidEs in WALCA tRe Jtems were seliled. The Company Jefers the recogaitios
Sf Certain sales COMRIEILONS DALT PUIUAST 2 lONg-TErm CUStOmSE Commitmeats
0N yAr OF FTeAter! and Iecogailes the expense IOr the COMRMISNIONs over aa
CITINATOC Ling in WALCR RO COMRISILONS Afe eaned. ALl other sales commissions
410 expensed when (acuired. As of Decesper )1, 9%, the Compeny had recorded
prepaid commissions 2f §73T,. M.

Cash ang Cash Dgquivalents-For the purposes of reporting cash fiows, the
SEpAtY CORBLISeIs ALl NIghly Liguid iatIUments wilth Srigisel maturities of less
INAR IAIG® MOAIRS O D CANR eQuivalents

ACTounts ReCeivadie-ACTouats Ieceivable principally coasists of amounts ue
from customers. T™he Tompany contracts with Local Cachange Carriers (LECs!, of ae
ASTROTLIINE CLearinghouse, o Bill end collect from its resigdeatial customers.
™e fees vary by LEC

Mareetabie Securitles-Martetable securities are classified as availadle for
240, These are TepOrted At f4Lr vAlue with unrealilzed jains and losses reported
i sharenclders’ equity, set of taa.

Propecty asd Jepreciatica-Property, plast and equipmeat i3 recosded it
cost. Depreciation L9 computed oIing the Itraight-line method oa estimsted
“seful lives (or lease terms, if shorter for facilities under capital leases and
: i3 ispr #) of five years. Lxpesditures for maintesasce and repeirs
incursed whereas espeaditures for additions asd

4390ts 30.4 of Otherwise disposed of Juring the period are cremoved [from the
accounts. Any gaia or (o8 is reflected is the yeer of aisposal.

Iscome Tases-IsCome tases Are provided for the tan effects of trassactions
TepOrted in the financial STAteasats a8d CORSLNt Of tames curreatly oue aad
defecred tanes. Jeferred tanes 4re tecogniled for differences Detweea the Sasis
of assets and liabilities for fisancial STAtement A0d iSCORS TAN DUIPOIeS.

Cacise Tazes Payable-Lacise tanes Payable Iepresest sales and eacise tax
ancusts collected which are subsequestly TERITTed O taming suthorities.

Reclassification~Certaia amouats is the 19% aagd 1993 coasolidated
financial statements %ave bees reclassified to cosform to the 1994 presestatios.

Use of Catisetes-The preparatios of fissacial statemeats ia coafarmity with
jetezally accepted acCouAting Princilles requires SAnagemsat o make estimstes
453 assumptions ThAt affect the reported amounts of assets sad llabilities at
the date of the fisancial statemeats 4sd the reported amousts of revenses and
SEpORIes during the reporting period. Actual results could differ fzom those
estisates.

¥at Iscome Per Share-set Iscome Der SRACE L9 Dased On the weighted avecage
aumber of snagzes of commos STOCE ARG COMMOR STOCK equivaleat shares outatasndiag
4910g tRe Treasury STOCK method. Pursuast to Securities aad Cachange Commissios
IoQuUireneats, TOMROS aNd ComMCA eQUivAlesat Shaced Lsrued durisg the twelve-moath
peciod prior to the initial filing of the Company's public offering were
included Ln the calcuiation as if they were outstasding fer all pecicds
presented using the treasury STOCK Bthod, DASed O8 A8 estimated iaitial public
offering price of $19.

Loag-Lived Assets, Ideatifieble Iatangibles and Gooewill-The Compasy has
recorded goodwill and certain idestified iatangibles ia cossectioa with its
acquisitions of Loag Oistance Wholesale Club, Tel Labs and Dial & Save of
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Fenray.iania TROI0 43303 4@ AmOIT.IZed OVer Deiods  ranging fram f %o 39
/023, TOLCO Teviews LIn3-Lived a3%ety, certa.is .den ale g

JOOdwLLL PEITALALAG T2 INOIe A3set) I (=pairment «fa
SSRMITANCeS 15312a%0 ThAt the careying amouat
coverae n performing e teview for reccveradil
the  future casn flows expected O result froe tne Lze 3! the asset anag
event 213pcs itiea. the sum of the expected fiturze o
The Carrying amount 3f tRe A330%, A% (Tpairment .29% .

Stoce Based Compensation-The Company, 43 permitted oy the Statesent of
Fizan i couating Stamdazds No. 12), *Aczounting for  Stock-Based
Tompe on’ SFAS So. 1210, %as choses 0 Iomtisue %3 account fof stock based
SOMpenIAtion  LIing TN LALILT AL valee method  prescrided 18 Accounting
Principien Boara Opinica No. 1%, “Accountiag for Stock lssued to [Laployees.®
Azcordingly, cCOmpensat.oa  cost fI7 STOCK 2PTIONS LI MOAIUIEd a3 the excess, !
ny. ne Juoted market price of the Company's ITOCK At the date of jraat over
TRE AB0UAT A0 eMDIOYSe MUt DAy 0 Acquile the stock. The Company Nas adopted
TR 2isciosure requirements of SFAS No. 11) (see Note V).

2. Iaitial Puolic Offering

In Aggust 1996, a total of 6,325,500 shares of the Cospany's commoa stock,
A0 par value % oemon Shares), were 3013 in an iaitial public offering (120
At 314 per share. Certain sellisng stocknolders sold 1,644,000 Common Shares, and
4,681,000 Cosmon Shares were 3cid By the Company which resulted ia net proceeds
to the Tompany of appromimately $60.0 millica after deducting the expenses of
the offering.

3. Business Combinations

Long Distance Whclesale Club-Pursuant o an agresment dated April i, 199,
the Company aCquized the remainisg minority iaterest in LOWC in & tramsactionm ia
which all of the remaining LOMC shares were exchasged for a total of 5,102,129
shares of the Company’'s common STOCK and LONC Decase a wholly owned subsidiacy
of the Company. Ia comsectios with such traasactios, all outstasding optioms
“nder the LOMC stock optiom plan were coaverted iato OpLticas to purchase a total
of 291,842 shares of cosmoa STOCK under the Company's Stock Optiom Plan and the
LOMC stock cptios plan was terminated.

June 1993, cthe Company exercised its optioa to coavert a $230,000
tm note receivable from its majority-owmed subsidiacy Loag Distance
@ Clud %0 equity ia that eatity. ).046 snaces of Long Distance Wholesale
Club common ItOCk were i13sved ia the tramsaction, resulting ia aa increase ia
the Company's ownership iaterest from: 350 to 33.390.

Tel labs, Iac.- Pursuant %o the Share Cxchange Agresmeat dated as of Juse
1, 1996 ana coacurzeat with the completioa of the IPFC, Tel Labs became a wholly
owned ubsidiary of the Company, and the Tel Labs shareholders received aa
aggregate of 391,334 shares of the Companyes common 3TOCKk i eschange for all of
theLZ shares in Tel Labs. As 4 resuit of the Tel Labs share eschange described
abave, the remaining misority iatecest in Telco Developmeat Group of Delaware,
Inc. =as acquired. (see Note ¢)

T™e foliowing represests the cesults of operaticas os a proforms Dasis as
th..gh the LOMC and Tel Labs combisations Nad occurred at the begiamsiag of the
tespective periods preseated:

<TAMLD>

<CAITION

<> <> <>
199 i19%

(18 thousands)

Reverues, net $ 17,011 $ 430,44

Net income 10,600 i1

Net iLacome pet shace ] S ) ] ]

</TABLE>
4. Ralated Party Transactions

The Compasy lesses office and switch site (facilities from Bgicks In The
Sticks, Ltd., wnich is coatrolled Dy the Compasy's Chairmaa who 18 also &
sharenciser of the . ™he paid tatal reats of 361,300, 3179,420
and 3221,060 for these (facilities, for the years esded December J1, 1994, 1993
and 1996, cespectively.

Total annual futuze MiAlEuE CPErating lease paYmEARS Gue O the related
party for the above lease are as follows for the years eadisng Decemper J1:

m § 255,90
i 65,1
1% 13,669
000 13,9}
00 .59

The Company purchased data processing secvices for call trassiation and
rating from Tel Labs, which prior %o ite acquisition by Telco ia August 199 was
contzoliled Dy the Compeny's Chalrmas. The Compaay paid 133,000, 31,260,000, and
$751,002 for these services foOf the yeors eaded Oecember 1, 1994, 1999 and
19%, cespectively. G feat with the Company's iaitial public offerisg, Tel
Libe Decame a wholly owaed subsidisry of Telco (see Note )).
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TR Tompany SuICTAed  ITEPLTeI  eTUilMent A%2 UPPOLT LA%iL May 1996 f:oa
Seve.lipment Jroup, ¢ asn ‘s Thaitman, Wno
S & smarenciler :f the Tompany . e n i 3239%.,580, 3779,.910 ana
22 these services I3f The years en3ed Jecemper )i, Lh%4, 193 ans
L%, cespectively

A JSO-RANATENGNT INATENSI36r Of tRe TIMpany A.30 NOL3S & MACILLY Swnersnip
A0Ce J0IVICes provider. This laterzational
TIANIRLIN9.00 tervices fiom

Joer Jampary puzs
SLISLANT T2 serViCe sjresmenty
S Al.owances

Thanges .n the al.owance for .apilladle or Lacollectiple accounts and
feas ware a3 fo.lows at Jecember J1:

> <> <>

1T 199 1996
Salence at the teginning of year § $9.76) 5 LMW $ 3,707,410
Provision charged o spezaticns 2.545,3% 13,817,017 22,525,369
Write-aifs, ret 2f eccoveries L.926,670) 8,824,046 18,324,600
Salance at the end of year § LA $ 3,77L,40) $ %7210

</TARLD>

ARCUAtS TedUCiIng IS8  fevenues 49 & tesult of refunds, Iebates, and
“ABLiied oF uncolliectible cevenue totaled 32,629,451, 59,14),602 and 323,045,700
for the years ended 1994, 1995 'aa 1996, respectively.

6. Long Term and Other Dedt

Ca December 17, 1996, the Company entered into 2 credit agreement with a
group of Dants under which the compIny ®ay Dorrow up to  3100,000,000 (the
Facility). The Facility expires on December 27, 1999. The interest rate on the
Facility 13 determined either at a Prime Rate or an Cfucodollar (LIBOR) optioca
Sased on the Company's prevailing ctotal leverage ratio as defined ia the loan
ajreemant. The applicadle margin o the Prime Rate is from OV to 0.625% and on
the Curodollar Rate from 0.79% to 1.62%%. The Tacility is secured by a pledge of
stock of all the Company's subsidiacies and a3 negative pledge of its assets. T™he
facility coatains certain financial L3 which pr ibe certain leverage,
iaterest coverage and working capital ratios as well as limitatioas oa capital
expendituzes. There ware no DOrrowings usder the Facility as of December 31,
199,

As of December 31, 1993 the long term dedt consisted of & 929,000,000 line
of credit, plus interim (financing of 310,000,000. The credit agreemsat also
included & warrant agreement WALCh was exercised coacurrent with the Company's
MO (see zcte 11). Also coacuzreat with the IPO, the CJompasy utilized the
procesds from the IPO to reduce the line of credit. Om Jasuary 24, 19%, the
Company eatered i8to 4 TwO year credit agreement with & group of baaks totalisg
§45,000,000. On Mazch 20, 1996, the credit agreemsat was ameaded to provide
320,000,200 of additional financiag. T™e <credit agreemsat was Jecured by
substantially all of the Company's asrets and required the Company to maiatais
cectain fimancial ratiocs, crestricted the paymeat of dividends, asd required all
subsidiary companies’ stock o De pledged as collateral. As a result of the aew
fisencing ia Jasuary and March 1996, 320,261,527 was ceclassified to loag term
Jedt at December 1, 1993

7. Celigaticas Under Capital and Opacating Leases

The Company leases certais equipmeat under capital leases. Accordingly, the
Company has capitalized such equipmeat ia the amount of §4,019,099, 822,214,049
and 54,006,173 less accumulated depreciatios of $412,)72, 12,307,047 and § -0~
as of December 31, 1994, 1999 and 1996, respectively. At December )1, 1994, 1000
of such equipmest was leased from one veador. Total equipmeat under capital
ieases iacludes 51,605,000, 52,925,000 and 54,006,173 classified a9 network
facilities under development, a5 of December 31, 1994, 1993 and 199,
sespectively

Ducing September and October of 1996, the Compeny utilized proceeds from
the IPO to retire $20,177,000 ia capital lease obligatioas.
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CIAGD>
FLt.2@ Mit.mGm Leade Faymenty 37 assety .nder sapital .ea3es at Tecemzer
11, L9396 aze a3 Ioilows:

o 3 20,18
L) 821,306
9 923,207
330 323,307
22C1 2o
™esealter
Total minimum payments

uteq erest
Net coligzatisa
Tugzent porsioa

Tapital iease cobligatios, acacusreat $ 2.61%,'12

ta 239i%i0A %5 SpArating ieasing activities discussed ia Note 4, the
Campany iea%e3 Iwilch sites and affice 3pace in various cities thicughout the
Umited STAtes. The total minisum rental cosmitieat as of Decesber )1, 1996 dve
L0 futuze yeArs i3 as follows:

Years ending Jecesder 11,

1997 s 0078
1998 110,463
199 617,454
2800 362,010
200 29299

Total TAL eEpEnIe AL thEe 18468 was 160,009, 3206,3)4 and 3614,2%6
o the years ended December )i, 1994, 1993 and 1996, cespectively.

9. Iscome Taxes

™e Company accousty 07 LCOme tames using the iiability method, wheredy
seferred tas LiADIiiTies 433 assets aze Jdetermined pased oa the tempatary
gifferences Detween :he fimancial statements and tan ©cases of assets and
LiaDilities Dy appiying esacted statutazy tax zates applicadle to future years
18 which the differeaces Are expected o Ieverse.

Significaat composeats of iacome tases are a3 follows for the years eaded
Secember )i, 1994, 1993 ana 19%:

<TABLL>
<CAPTION
<5 «<> <« <>
1% 1993 19%
Curgent:
Tederal s 022,612 36,023,004 $11,610,47¢
state 292,225 SIS L L) 2,9%,9%
Total Turreat 1,074,000 A420,4M 14,175,471
Deferrea:
fedezal 3 320,909 $ 91,700 $1,070,000
State 36,200 19,41 339,744
Total Deferrea 3 3%,70 $ 113,131 2,210,574
</TABLE>

Temporacy 3iffeceaces «hich give gise %0 sigaificaat compoeeats of the
rompany's deferred tam Liabilities asd assets for the yeats eaded December 11,
1994, 1999 ana 1996 aze as follows:

<TABLE>

<CAFTION>

< <> <>
199 19

Deferred Tas Liapilities (curgeat):

3ad tebts-nom-accrual sethod B - $11,018,%09%)

ther - (199,65

.- 11,22%9,1%70)

Ceferced Tax Liabilities (soa-cugreat):

Bc0t over tax basis in property, plast asd

equipment 11,161,939 (1,726,077)

other (191,440 1338,902)

1,333, 382) 12,065,679

Seferzed Tax Assets (curreati:

Bad Jecta-nca-accrual method 900,643 -
other 304,126 197,212

04,769 187,212
Jeferred Tax Liability, net $ (480,610 $(2,933, 20
</TARLE>

No valuation allowaace has beea (ecorded for the realizatioa of the
seferzed tax asset cresulting from the Ctemporaty diffecences 45 managemsat
velieves that it will, moze likely thaa sot, be able to realize the defecrced taa
asset.
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CRASE>»

Reconciliation of (ncome Taxes computed 4t the federal statut
TO ACTuAlL  InCCme tax expense [If the years en3ed lecemper I, U
1996 are as follows:

2y tax zate
e 2398 ana

<TARLE>
CAPTION
<> <« <> <>
i 153 i
Tederal statutsry Rate Je.oon 35.3¢C 15.20
£ftect of:
State taxes-net of Tederal cenelit §.2) .76 4. 660
Sther .9 1.40 .09
income Tax Lapense 41.65 a.in Lo
</TABLE>

3. lsceative Stock Options

On July 1, 1994, the Company adopted 4 stock plan which provides for the
granting of one Or any combinatioa of inceative stock opticns, noagualified
JTOCK options, Cestricted STOCK awArds and Dargaia purchases of Company stock.
In April 19%, cthe Board of Directors of the Company adopted and the
shareholders of the Company approved the Telco Commuanications Geoup, Inc.
Azended and Restated 1994 Stock Option Plan, (the "Plan®) waich provides for the
jJrant to officers, ey empioyees and dizectors of the Company ang its
subsidiaries of poth "inceative Itock optiocas® within the meaning of Section
422 of the Intersal Revenue Code of 1906, a3 amended, and JTOCK options that are
son-qualified for federal .ncome tax purposes. The total sumber of shares for
which Options may De Jranted pursuant o the Plan and the saxisum number of
shares for which options may De jranted <o any person is 7,300,000 shares,
subjest Lo certala sjustments teflecting changes in the Company's
capitalization. The Company Nas adopted the Jdisclosure-only provisioas of
Statement of Fimancial Accounting Standacds No. 12), "Accounting for Stock-Based
Compensation®. Accoraingly, 20 CORpensation <ot Nas Deen recognized for the
Plan. Mad compessation cost for the Compasy’'s Plan Dees determined oa the fair
value at the graast date for swards ia 1996 consisteat with the provisions of
STAS Mo. 123, the Company's net L(a8come A8d eAIaings per share would have been
reduced to the pro forma amwats iadicated below:

<TABLE>

<CAPTION>

<5 <> <>
1998 19%

Net iacome -~ as reported 3 10,764,012 $22,076,7)%

Net income - pro forme 5 10,74,9M) 822,125,001

Carnings per share -~ a9 reported ] . ] 0.73%

Carnings per share - pro forme B 0.3 i) o.mn

</TABLE>

T™he fair value of each optios Grant is estimated on the date of graat usiag
the Black-Scholes optioca-pricing model with the (following welighted average
assumptions used for graats ia the following periods:

<TANLE>
<CAPTION>
<85> «<> «<> <>

199 19% (pre~1001 19% (post~1P0)
Capected lives 3 years 3 years S yeoars
Capected volatility Near 0% Neaz NN 1500
Sividead yleid 20 o o
Rise-free intersst rate S.In .11 .1
</TARLE>

Information regacrding the Plas for 1994, 1993 and 19% (9 a9 follows:
<TARLE>

<CAPTION
<> <> <> <>
1994 1993 199
weightes- weigntea-
Averaqe Aversge
Caecrcise Caorcise

Shares Shaces Price Shares Pzice
optioas outstaading,

beginaing of year e 1,60, 1.2 2,137,029 $0.%¢
Jpticas emercised .- - 30.80 79,151 0.0
Optices graated 1,633, 8,32 n.ae 2,482,000 $10.%%
Opticas outstanding,

end of year 1,610,407 2,107,029 1. % 3,741,670 .
Optioca price range

at end of year $0.31 o 30.)1 to 90.67 %o

.08 $3.99% 310,78

Option price range

for exercised shares o.n ;;

1.

Optioas aveiladle for

grant at end of year 3,064,313 3, 362,1M 2,000,171
Weighted-average faic

valee of optiocms,

gtanted ducing the year 30.70 $6.09
</TABLE>
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TRE 30 0wing TALLe TLERATIZES  (aformaticn 4004t fixed Price 3%0Ck pticas
24T2%A83.07 4t Decemper )1, 1%

Jpricas Jutatanding Sprions Caercisadie
We.3ntea-
Average dei3ntea~ Wei3ntec~
Nurper Jemaining Average Numper Average
JLTatanding Tontractual Easrcise txezcisanie Cxeccise
Exezc.te Price at 2N iile Price at 273009 Price
e 39,188 §0 years 0.8 109,101 0.4
31.%6 29 81.0% $2),:0 T8 years LT 403,000 1.
$3.51 %2 1).9% W 47 years 512.% 17,11 $3.01
3.3 1.497,500 .3 years 174 - .-
514.20 %0 310.78 ¥94,500 .7 years 31500 .- .-
Total 1,741,670 i,00),29

10, S.ppiemental Cash Flow Information

™e folicwing cepresents supplesental cash flow inforsation for the years
anded Jecember Ji, 1994, 1993 ana liv:

<TAMLE>
CCAPTION>
< «<> <> <>
i 1998 19%
Cash paia for:
Interest 3 636,95 $ ,99,4Mm2 $ 3,324,070
income taxes 136,50 9,22),7% 10,611,427
Nos-cash iavesting and fisancing
activities:
Conversicn of aote receivadle
o eguity .- 250,000 -
Lquipment purchased through
capital leases 2,021,19) 15,220,222 7,433,469
Business Compination:
Fair value of assets acquicted 1.025,50) .- 47,300,026
Stock Lasued . - 146,629,000)
Liadilities assumed 085,170 - (759, 026)
Cash paid for common stock $ 170,360 3 - 5 .
</TABLE>

11. Capital Stock
Accumulated Deficit
Remaining Upos
Termination of Uarealized Gains
shazes Common S-Corporation Onm Securities
Outstasding Stock Clectioce Meld For Sale
{in thousands)

Balance December )1, 1993: 20,064 3 0% § (1,247 et
Issuance of common shares 5,317 39,012 - -
Loans to option holders (584) - -
Purchase of subsidlazy 5.6% 47,728 - --
Pzoceeds from enercise

of options " (L] .- .-
Tax penefit from net
warrant activity .- 2,%20 - -
Unrealized gain on sacrketadle
securities - - - $ 10
n‘ ‘“~ - - - - -
Balance December 1)1, 1996: 32,733 9111,309 $ (LM s 10

Stock Split-Cn Jume 12, 1996, the sharenclders and directors executed &
joiat coasent in lieu of 2 meeting. The joiat conseat provided that effective
ismediately prior to the completios of the Company's IFO, the Company declared a
423 to 1 stock spliit to shareholders of record oa that date. Per share amouats
in the accompanying financial statemests and footaotes have bees adjusted for
the split.

Prefecred Stock-The Compeny s authorized but not issued 13,000,000 shares
of Preferred Stock. Such shares asy DO L9%ued i OAG OF MOCe Peried with rights,
designations, preferences, qualifications, Limitations aad restrictions as may
Be authorized by the Soard of Directors of the Compeay.

Warrants-As part of the coasidecratioa for establishiag the Company's credit
facility ia Juse 1994, the Company issued to Sigaet Media Capital Growp, o
division of Signet Baak, the Signet Warrsat to acquire 2% of the commea stock of
the Company o & fully diluted Bbasis. THe eaercise Price for the warrest was 2
fnomisal Price which wes tegotiated at the time the Company entered 1ato the
credit agreement. Comcuzreat with the Compasy's 100, Sigaet Meaia Cepital Geoup
exescised the Signet Warraat ia full for 6)6,130 shares of commoa stock and sold
all stares of common STOCR L5suable upon eaercise of such warraat La the INO.
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irarensicer Loana-Ag ot somgany had sutatanaing .
3 Itarencisers in o 23 «eIe “ade (% cinsec
R %he concurent eness quite 219,771 snaczes 3t .
Tamgany's compea  stock AS 4 TeFULT,  FUCH LSARS ATe  IeCCrZed a3 A leparate
scmponent 2 stocknoliderst  equity facn ol “re (2any «ere ma3e 4t The [owest
Laterest @ POIMITIOD DY L4w 4nd LTNAC wil. SECIme I8 4n3 Dayabie .pon the
ear..ez ot tee yoars fzom TNe 34te 2f the Lcan. SF TNIee 3ayI alter the hates
pufchased from tNe GREICLIINd  OPTIONS Are 32035 37 U 4%3 Dayatlie the lay “he
4203 PUIChATed LPOn eRercise of The Oplions are marjicedle

any

-

11 E=mpicyee Benefit Plany

The Tompany irpLemented & 401 ©) pensics plan ia Jecemder 5% E=ployees
470 @LigiDie O PArticipate in the plan il they Tave Deen empioyed Dy the
Coepany o2 six months. Jenerally, esplcyees can defer up o 150 of treir jroas
Sisweetly salary iatc the plan. The Company's cONTIIBGTION L3 %0 De determined
ansually by the Board of Oirectors. Ia 1995 the Company's subsidiacy Llong
Distance Wholesale Clud isplemented & 401(k) pension p.lan. Coacurreat with the
formation of the Company's PLak , 70 MOre COALIIBULICAS Dy the employees or the
enployer will te mage to the LOWC plan. The Company coatributed 511,701 and
365,609 o the plan for the years ended Jecemder )1, 1999 ana 1996,

1), Compensation Plan

The Company, thzough its wholly owmed subsidiary LOMC, Srovided a Jeferred
compensation plan for one of its fficers. The plan provided for  annual
elections o Se made by the officer of Jeferral amcunts, such  Jeferral %o be
nade only frOm COMPENSATION ABMOUNTS SAINed 4nd  Jtherwise payable. The plan
tequized funding of the deferied compensation amouat  equal o the officer’s
deferzal plus interest at an annual ate that was dJetersined DOy the Bocara of
Dizectars from time %0 time. The Company cecognized expense of 3237,661 ia 1999
and 3274,506 ia 1996 related o this sgreement. Amocunts funded Dy the Company
ware $215,877 in 1999 ana 336),6)6 ia 1996,

i4. Cosmitments and Coatingencies

™e Company 19 & party from time tO time %0 litigatiom ia the ordimary
course of business including employment relsted litigation. No provision has
been reflected in the accompanying fimsacial statemeats for any litigatios.
Sased upoa information presestly availadble, managemeat Dbelieves the final
aisposition of these items will a0t %ave an sdverse material effect oa
spezaticas or the finasacis '\ positics of the Company.

Duzing 1996, the Company entered into employment and consuiting agreements
with certain sembers of masagement. The agreements provide for the employees to
TOCOLYe AmOuStS NOT less thas specified Dase annual salaries through the terms
of the agreemsats, which have terms of ore 20 five years. Cectaia of the
coatzacts also include noa-competitioa covensants and options o purchase shares
s the Company's commoa stock.

15, Fair Value of Finaacial Iastrumsats

The carrying amounts of cash, accounts receivable, accouants payable and
ACCIUed GNPONIes AppIoxXimAte fair value Decause of the short maturity of these
items.

T™he carcying amousts of notes paysble and Jdedbt Lssued pursuant %o the
Company's Dank czedit agreemsats approaimate fair valus Decause the interest
cAteS on these instrumeats Change with market iaterest rates.

16. Quarterly Opecating Results (Unaudited)

T™e following amouats reflect all adjustmsents, coasisting of only normal
TOCuULring accruals (emxcept as discliosed below), necessacy ia the spiaion of the

PAnY'S  2ANMg foc a falr statemeat of the ctesults for the interim
peciods.
1998
Ticat Secong ™izg fourth
Quarter Quarter Quarter Quarter
Total teveaues $43,276,969 347,017,674 390,341,464 364,409,076
Carnings (loss)
pefore income tanes 9,063,070 6,122,620 6,326,647 1216,640)
Net sarniags (loss) L5m,0m 2,735,000 3,766,007 1273,00)
Net earnings (loss) per
common and common equivaleat
mace 1 c.13 0.1y 2.13 3 c.on
19%
Fiest Second Thice Fousth
Quarter Quarter © Quarters Quacter
Total revenues 91,927,548 5104,079,340 $113,760,316 5110,7790,212
Caraings defcre iacome
tases 6, 415,20 8,727,373 10,412,000 13,715,074
Net earnings 3,200,6% 3,108,341 6,165,052 0,244,651

Net sarnings per common
433 commOS equivaleat
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mace ] 3.2 % 3.:0 3 3.9 13 3.4

he Company's results for the fourth  guacrter of 1999 were affected oy
AACIeAsed  Aliowances, igniflcant  switef  Lastallation chazges, and ena of
JUALTEI  TALL Marceting expenses materially exceeding thcse of any previous
Juartes

17 Subsegquent Tvents . Unaudited)

On Magen 15, 1997, the Company 9.g%ed a 3efiAitive 2336T JUICRASe ajreement
%9 ACQUiZe the voice networts of Advantis, 4 344 4nd VOLCe Network partaesship

aternational Busitess Macnines Jarp.  4nd Sears, Roebuck and Co., for
70 miliicm Ln casn. The AGQvantis assets include service rignts
%o appromimately 100,300 tetworc miles of 0S-) fiper optic capacity (uader a
i0ng term  lease), five Nortel OMS 1350 switches and other ancillary network
eQuipment. In cORJUACEION with the agreement, the Company Nas received a
commitment  fOr AR inCIease in ity credit facility to 5200 millioa. The paak
financing commitaent <alls f0r an (aCrease in the prevailing iaterest costs,
ather fee9 and related items. The Tzansaction i» coaditioned upoa, among other
things, teceiving gJoveramental approval under HMact-Scott-Rodiso Act. It
Anticipated that ihe acquisition will oe completed during the secoad quarter of
18 3 1

</TEXT>
</DOCUMENT>




Marketing and Business Information

Telco Holdings, Inc. (*Telco®) will market long distance telecommunications services to
residential and small to mid-sized business customers. Telco expects that initial marketing
vehicles will include direct mail and limited printed advertising. Telco has no current plans to
deploy a sales force within the region, but will assess whether and to what extent to deploy such
a force as business develops. Telco will initially be billing through the LEC.




Proposed Tariff



TELCO HOLDINGS, INC. South Dakota P.U.C. Tariff No. |
d/b/a DIAL & SAVE Original Sheet No. 1

TITLE SHEET

RESALE TELECOMMUNICATIONS SERVICES

This tariff applies to the Resold Telecommunications Services furnished by Telco
Holdings, Inc. d/b/a Dial & Save ("Carrier") between one or more points in the State of South
Dakota. This tariff is on file with the South Dakota Public Utilities Commission, and copies may
be inspected, during normal business hours, at Carrier’s principal place of business,

4219 Lafayette Center Drive, Chantilly, Virginia 20151.

Issued by: Donald A. Burns, President
4219 Lafayette Center Drive
Chantilly, Virginia 20151
703/631-5600




TELCO HOLDINGS, INC. South Dakota P.U.C. Tariff No. |
d/b/a DIAL & SAVE Original Sheet No. 1

TITLE SHEET

RESALE TELECOMMUNICATIONS SERVICES

This tariff applies to the Resold Telecommunications Services furnished by Telco
Holdings, Inc. d/b/a Dial & Save ("Carrier") between one or more points in the State of South
Dakota. This tariff is on file with the South Dakota Public Utilities Commission, and copies may
be inspected, during normal business hours, at Carrier’s principal place of business,

4219 Lafayette Center Drive, Chantilly, Virginia 20151.

Issued by: Donald A. Burns, President
4219 Lafayette Center Drive
Chantilly, Virginia 20151
703/631-5600




TELCO HOLDINGS, INC. South Dakota P.U.C. Tariff No. 1
d/b/a DIAL & SAVE Original Sheet No. 2

CHECK SHEET

The sheets of this tariff are effective as of the date shown at the bottom of the respective
sheet(s). Original and revised sheets as named below comprise all changes from the original
tariff and are currently in effect as of the date on the bottom of this page.

SHEET REVISION SHEET REVISION
1 Original 27 Original
2 Original 28 Original
3 Original 29 Original
4 Original 30 Original
5 Original 31 Original
6 Original 32 Original
7 Original 33 Original
8 Original 34 Original
9 Original 35 Original
10 Original 36 Original
11 Original 37 Original
12 Original k} Original
13 Original 39 Original
14 Original 40 Original
15 Original 41 Original
16 Original 42 Original
17 Original 43 Original
18 Original 44 Original
19 Original 45 Original
20 Original 46 Original
21 Original 47 Original
22 Original 48 Original
23 Original 49 Original
24 Original
25 Original
26 Original
Issued: July 8, 1997 Effective:

Issued by: Donald A. Bumns, President
4219 Lafayette Center Drive

Chantilly, Virginia 20151
703/631-5600




TELCO HOLDINGS, INC. South Dakoia P.U.C. Tariff No. 1

d/v/a DIAL & SAVE Original Sheet No. 3
CHECK SHEET
SHEET REVISION SHEET REVISION
50 Original 80 Original
51 Original 81 Original
52 Original 82 Original
53 Original 83 Original
54 Original 84 Original
55 Original 85 Original
56 Original 86 Original
57 Original 87 Original
58 Original 88 Original
59 Original 89 Original
60 Original 9% Original
61 Original 91 Original
62 Original 92 Original
63 Original 93 Original
o4 Original 94 Original
65 Original 95 Original
66 Original 96 Original
67 Original 97 Original
68 Original 98 Original
69 Original 99 Original
70 Original 100 Original
7n Original
72 Original
73 Original
74 Original
75 Original
76 Original
77 Original
78 Original
79 Original
Issued: July 8, 1997 Effective:
Issued by: Donald A. Bumns, President
4219 Lafayette Center Drive

Chantilly, Virginia 20151
703/631-5600
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Issued by: Donald A. Bumns, President

4219 Lafayette Center Drive
Chantilly, Virginia 20151

703/631-5600



TELCO HOLDINGS, INC. South Dakota P.U.C. Tariff No. 1
d/b/a DIAL & SAVE Original Sheet No. 5

SYMBOLS

The following are the only symbols used for the purposes indicated below:

D-  Delete or Discontinue

I- Change Resulting In An Increase to A Customer’s Bill

M- Moved From Another Tariff Location

N- New

R-  Change Resulting In A Reduction to A Customer’s Bill

T-  Change In Text or Regulation But No Change In Rate or Charge

TARIFF FORMAT

A. Sheet Numbering - Sheet numbers appear in the upper right comer of the page. Sheets
are numbered sequentially. However, new sheets are occasionally added to the tariff.
When a new sheet is added between sheets already in effect, a decimal is added. For
example, a new sheet added between sheets 14 and 15 would be 14.1.

B.  Sheet Revision Numbers - Revision numbers also appear in the upper right comer of cach
page. These numbers are used to determine the most current sheet version on file with
the Department. For example, the 4th revised Sheet 14 cancels the 3rd revised Sheet 14.
Because of various suspension periods, deferrals, etc. the Department follows in their
tariff approval process, the most current sheet number on file with the Department is not

always the tariff page in effect.
Tssued: July 8, 1997 g T Effectve:
Issued by: Donald A. Burns, President

4219 Lafayette Center Drive
Chantilly, Virginia 20151
703/631-5600




TELCO HOLDINGS, INC. South Dakota P.U.C. Tariff No. |
d/b/a DIAL & SAVE Original Sheet No. 6

TARIEF FORMAT (cont'd)

C.  Pamagraph Numbering Sequence - There are nine levels of paragraph coding. Each level
of coding is subservient to its next higher level:

2

2.1

2.1.1.

2.1.1.A.

2.1.1.A.1.
2.1.1.A.1.(a).
2.1.1.A.1.(a).I
2.1.1.A 1.(a).1.(3).
2.1.1.A.1.(a).L.().(1).

D. Check Sheets - When a tariff filing is made with the Department, an updated check sheet
accompanies the tariff filing. The check sheet lists the sheets contained in the tariff, with
a cross reference to the current revision number. When new pages are added, the check
sheet is changed to reflect the revision. All revisions made in a given filing are
designated by an asterisk (*). There will be no other symbols used on the check sheet if
these are the only changes made to it (i.c., the format, etc. remains the same, just revised
revision levels on some pages). The tariff user should refer to the latest check sheet to
find out if a particular sheet is the most current on file with the Department.

W —W
Issued by: Donald A. Bumns, President
4219 Lafayette Center Drive
Chantilly, Virginia 20151

703/631-5600




TELCO HOLDINGS, INC. South Dakota P.U.C. Tariff No. |
d/b/a DIAL & SAVE Original Sheet No. 7

SECTION 1. TEC:NICAL TERMS AND ABBREVIATIONS

Access Line - An arrangement from a local exchange telephone company or other
common carrier, using either dedicated or switched access, which connects a subscriber’s
location to Carrier’s location or switching center.

Authorization Code - A numerical code, one or more of which may be assigned to a
subscriber, to enable Carrier to identify the origin of service user so it may rate and bill
the call. All authorization codes shall be the sole property of Carrier and no subscriber
shall have any property or other right or interest in the use of any particular authorization
code. Automatic numbering identification (ANI) may be used as or in connection with
the authorization code.

Automatic Numbering Identification (ANI) - A type of signalling provided by a local
exchange telephone company which automatically identifies the local exchange line from
which a call originates.

Carrier - Refers to Telco Holdings, Inc. d/b/a Dial & Save.

Common Carrier - A company or entity providing telecommunications services to the
public.

Issued by: Donald A. Burns, President
4219 Lafayette Center Drive
Chantilly, Virginia 20151
703/631-5600




TELCO HOLDINGS, INC. South Dakota P.U.C. Tariff No. |
d/b/a DIAL & SAVE Original Sheet No. 8

SECTION 1. TECHNICAL TERMS AND ABBREVIATIONS (Cont'd)
Customer - The party utilizing Carrier’s services and responsible for payment of charges.
Commission - Refers to the South Dakota Public Utilities Commission.

Holiday - New Year's Day, Independence Day, Labor Day, Thanksgiving Day, and
Christmas Day.

Local Access and Transport Area (LATA) - The term "Local Access Transport Area"
denotes a geographical area established by the U.S. District Court for the District of
Columbia in Civil Action No. 82-0192, within which a local exchange company provides
communications services.

Measured Charge - A charge assessed on a per minute basis in calculating a portion of the
charges due for a completed interexchange call.

Peak Calling Period - Peak Calling Period is 8am-Spm, Monday through Friday.

Responsible Organization (Resp, Qrg.) - The entity that has responsibility for the
management of 800 numbers in the Service Management System (SMS/800) including
maintaining Customer records in the SMS/800 system. Also, the entity which accesses
the SMS/800 to: (a) search for and reserve 800 numbers; (b) create and maintain 800
number Customer records, including call processing records; and (c) provide a single
point of contact for trouble reporting. The SMS/800 recognizes one Resp. Org. for each
800 number.

Issued by: Donald A. Bumns, President
4219 Lafayette Center Drive
Chantilly, Virginia 20151
703/631-5600




TELCO HOLDINGS, INC. South Dakota P.U.C. Tariff No. |
d/b/a DIAL & SAVE Original Sheet No. 9

SECTION 1. TECHNICAL TERMS AND ABBREVIATIONS (Cont'd)

Subscriber - The person or legal entity which enters into arrangements for Carrier’s
telecommunications services and is responsible for payment of a Carrier’s services.

Telecommunications - The transmission of voice communications or, subject to the
transmission capabilities of the service, the transmission of data, facsimile, signaling,
metering, or other similar communications.

Issued by: Donald A. Burns, President
4219 Lafayette Center Drive
Chantilly, Virginia 20151
703/631-5600
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d/v/a DIAL & SAVE Original Sheet No. 10

SECTION 2. RULES AND REGULATIONS

2.1 Application of Tariff

2.1.1 This tariff contains the regulations and rates applicable to intrastate resale
telecommunications services provided by Carrier for telecommunications between
points within the state. Carrier’s services are furnished subj.ct to the availability
of facilities and subject to the terms and conditions of this tan .

A. Carrier may, from time to time, offer various eni:anced services
and information services within the state. Such se.vices will be
provided pursuant to contract and will not be gover aed by this
tariff.

B. Carrier may also, from time to time, offer switching and/or
transmission to other telecommunications carriers for resale to
such companies' customers. The rates for any such services will be
determined pursuant to contract, to the extent authorized by the
Department, and Section 4 of this Tariff will not apply thereto.

Issued by: Donald A. Bums, President
4219 Lafayette Center Drive
Chantilly, Virginia 20151
703/631-5600
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SECTION 2. RULES AND REGULATIONS (Cont'd)

2.1  Application of Tariff (Cont'd)

2.1.2 Carrier’s services are not part of a joint undertaking with any other entity
providing telecommunications channels, facilities or services, but do involve the
resale of the Message Toll Services (MTS) and Wide Area “slecommunications
Services (WATS) of underlying common carriers.

2.1.3 The rates and regulations contained in this tariff apply only to th~ services
furnished by Carrier and do not apply, unless otherwise specified, ‘o the lines,
facilities, or services provided by a local exchange telephone comjany or other
common carrier for use in accessing the services of Carrier.

2.1.4 The subscriber is entitled to limit the use of Carrier’s services by users at the
subscriber’s facilities, and may use other common carriers in addition to or in lieu
of Carrier.

Issued by: Donald A. Bumns, President
4219 Lafayette Center Drive
Chantilly, Virginia 20151
703/631-5600




TELCO HOLDINGS, INC. South Dakota P.U.C. Tariff No. 1
db/a DIAL & SAVE Original Sheet No. 13

SECTION 2. RULES AND REGULATIONS (Cont'd)
2.2 Use of Services (Cont'd)

2.2.5 Carrier Joes not transmit messages pursuant to this tariff, but its services may be
used for that purpose.

2.2.6 Carrier’s services may be denied for nonpayment of charges or for other violations
of this tariff.

2.3 Liability of Carrier

2.3.1 Carrier shall not be liable for loss or damage sustained by reason of any failure in
or breakdown of facilities associated with Carrier’s services or for any interruption
or delay of services, whatever shall be the cause of such failure, breakdown, or
interruption and whether negligent or otherwise and however long it shall last. In
no event shall Carrier’s liability for any service exceed the charges applicable
under this tariff to such service.

2.3.2 Carrier shall be indemnified and saved harmless by any subscriber, user or by any
other entity against claims for libel, slander or the infringement of copyright
arising from the material transmitted over its services; and against all other claims
arising out of any act or omission of a subscriber or of any other entity in
connection with the services provided by Carrier.

Issued by: Donald A. Burns, President
4219 Lafayette Center Drive
Chantilly, Virginia 20151
703/631-5600




TELCO HOLDINGS, INC. South Dakota P.U.C. Tariff No. |
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SECTION 2. RULES AND REGULATIONS (Cont'd)

2.3 Liability of Carrier (Cont'd)

2.3.3 Carrier is not liable for any act or omission of any entity furnishing facilities or
services connected with or provided in conjunction with Carrier’s services.

2.3.4 Carrier shall not be liable for any personal injury, or death of any person or
persons, and for any loss or damage sustained by reason of acts, mistakes,
omissions, errors or defects in providing its services, whatever shall be the cause
and whether negligent or otherwise.

2.3.5 Carrier shall not be liable for and shall te indemnified and saved harmless by any
subsciber, user or other entity from any an all loss. claims, demands, suits, or
other action or any liability whatever, whthe: <uf_red, made, instituted, or
asserted by any subscriber, user or any other entity for any personal injury to, or
death of, any person or persons, and for any loss, damage, defacement or
destruction of the premises of any subscriber, user or any other entity or any other
property whether owned or controlled by the subscriber, user or others, caused or
claimed to have been caused, directly or indirectly, by any act or omission of the
subscriber, user or others or by any installation, operation, failure to operate,
maintenance, removal, presence, condition, location or use of facilities or
equipment provided by Carrier which is not the direct result of Camier’s
negligence. No agents or employees of any other entity shall be deemed to be the
agents or employees of Carrier.

Issued by: Donald A. Bumns, President
4219 Lafayette Center Drive
Chantilly, Virginia 20151
703/631-5600




TELCO HOLDINGS, INC. South Dakota P.U.C. Tariff No. 1
d/b/a DIAL & SAVE Original Sheet No. 15

SECTION 2. RULES AND REGULATIONS (Cont'd)
23 Liability of Carricr (Cont'd)

2.3.6 Carrier shall not be liable for any failure of performance due to causes beyond its
control, including, without being limited to, acts of God, fires, floods or other
catastrophes, national emergencies, insurrections, riots or wars, strikes, lockouts,
work stoppage or other labor difficulties, acts or omissions of other carriers, and
any law, order, regulation or other action of any governing authority or agency

thereo®.
Tssued: July 8, 1997 o Elective:
Issued by: Donald A. Bums, President
4219 Lafayette Center Drive
Chantilly, Virginia 20151

703/631-5600
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SECTION 2. RULES AND REGULATIONS (Cont'd)

24 R ibilities of the Subscril

2.4.1 The subscriber is responsible for placing any necessary orders; for complying
with tariff regulations; and for assuring that users comply with tariff regulations.
The subscriber shall ensure compliance with any applicable laws, regulations,
orders or other requirements (as they exist from time to time) of any governmental
entity relating to services provided or made available by the subscriber to users.
The sut._criber is also responsible for the payment of charges for calls originated
at the subscriber’s numbers which are not collect, third party, calling card, or
credit card calls.

2.4.2 The subscriber is responsible for charges incurred for special construction and/or
special facilities which the subscriber requests and which are ordered by Carrier
on the subscriber’s behalf.

2.4.3 If required for the provision of Carrier’s services, the subscriber must provide any
equipment space, supporting structure, conduit and electrical power without
charge to Carrier.

2.4.4 The subscriber is responsible for arranging access to its premises at times
mutually agreeable to Carrier and the subscriber when required for Carrier
personnel to install, repair, maintain, program, inspect or remove equipment with
the provision of Carrier’s services.

B SR SR I T L

Donald A. Bums, President
4219 Lafayette Center Drive
Chantilly, Virginia 20151
703/631-5600
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SECTION 2. RULES AND REGULATIONS (Cont'd)

2.4 Responsibilitics of the Subscriber (Cont'd)

2.4.5 The subscriber shall ensure that the equipment and/or system is properly
interfaced with Carrier facilities or services, that the signals emitted into Carrier's
network are of the proper mode, bandwidth, power, and signal level for the
intended use of the subscriber and in compliance with the criteria set forth in this
tariff, and that the signals do not damage equipment, injure personnel, or degrade
service o other subscribers. If the Federal Communications Commission or some
other appropriate certifying body certifies terminal equipment as being technically
acceptable for direct electrical connection with interstate communications
service, Carrier will permit such equipment to be connected with its channels
without the use of protective interface devices.

If the subscriber fails to maintain the equipment and/or the system
properly, with resulting imminent harm to Carrier equipment, personnel,
or the quality of service to other subscribers, Carrier may, upon written
notice, require the use of protective equipment at the subscriber’s expense.
If this fails to produce satisfactory quality and safety, Carrier may, upon
written notice, terminate the subscriber’s service.

2.4.6 The subscriber must pay Carrier for replacement or repair of damage to the
equipment or facilities of Carrier caused by negligence or willful act the
subscriber, users, or others, by improper use of the services, or by use of
equipment provided by the subscriber, users, or others.

—ﬂ

Donald A. Bums, President
4219 Lafayette Center Drive
Chantilly, Virginia 20151
703/631-5600
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SECTION 2. RULES AND REGULATIONS (Cont'd)

2.4 Responsibilitics of the Subscriber (Cont'd)

2.4.7 The subscriber must pay for the loss through theft of any Carrier equipment
installed at subscriber’s premises.

2.4.8 The subscriber is responsible for payment of the charges set forth in this tariff.

2.4.9 The subscriber is responsible for compliance with the applicable regulations set

forth in this tariff.
Tsued: July 8, 197 o o Effectve:
Issued by: Donald A. Bums, President
4219 Lafayette Center Drive
Chantilly, Virginia 20151

703/631-5600
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SECTION 2. RULES AND REGULATIONS (Cont'd)
2.5  Cancellation or Interruption of Services

2.5.1 Without incurring liability, Carrier may discontinue services to a subscriber or
may withhold the provision of ordered or contracted services, subject to the
procedures set forth in 2.5.2:

(A) For nonpayment of any sum due Carrier for more than thirty (30)
days after issuance of the bill for the amount due,

(B) For violation of any of the provisions of this tariff,

(C) For violation of any law, rule, regulation or policy of any
governing authority having jurisdiction over Carrier’s services, or

By reason of any order or decision of a court, public service
commission or federal regulatory body or other governing
authority prohibiting Carrier from furnishing its services.

Donald A. Bums, President
4219 Lafayette Center Drive
Chantilly, Virginia 20151
703/631-5600
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SECTION 2. RULES AND REGULATIONS (Cont'd)
2.5  Canccllation or Interruption of Services (Cont'd)

2.5.2 Procedures for discontinuance of existing service:

A. Carrier may discontinue service without notice for any of the
following reasons:

1i If a subscriber or user causes or permits any signals or
voltages to be transmitted over Carrier’s network in such a
manner as to cause a hazard or to interfere with Carrier’s
service to others.

2. If a subscriber or user uses Carrier’s services in a manner to
violate the law.

B. In all other circumstances, Carrier will provide the subscriber with
written notice stating the reason for discontinuance, and will allow
the subscriber not less than ten (10) days to remove the cause for
discontinuance. In cases of non-payment of charges due, the
subscriber will be allowed at least five (5) days, excluding Sundays
and holidays, to make full payment of all undisputed charges, and
in no event will service be discontinued on the day preceding any
day on which Carrier is not prepared to accept payment of the
amount due and to reconnect service.

Tssued: July 8, 1997 T R RS A ORI £ T T
Issued by: Donald A. Burns, President
4219 Lafayette Center Drive

Chantilly, Virginia 20151
703/631-5600



TELCO HOLDINGS, INC. South Dakota P.U.C. Tariff No. 1
d/b/a DIAL & SAVE Original Sheet No. 21

SECTION 2. RULES AND REGULATIONS (Cont'd)

2.5  Cancellation or Interruption of Services (Cont'd)

2.5.3 Without incurring liability, Carrier may interrupt the provision of services at any
time in order to perform tests and inspections to assure compliance with tariff
regulations and the proper installation and operation of subscriber and Carrier’s
equipment and facilities and may continue such interruption until any items of
non-compliance or improper equipment operation so identified are rectified.

2.5.4 Service may be discontinued by Carrier, without notice to the subscriber, by
blocking traffic to certain countries, cities, or NXX exchanges, or by blocking
calls 1sing certain customer authorization codes, when Carrier deems it necessary
to take such action to prevent unlawful use of its service. Carrier will restore
service as soon as it can be provided without undue risk, and will, upon request by
the customer affected, assign a new authorization code to replace the one that has

been deactivated.
Im: jmy !. l”’ Emv-e
Issued by: Donald A. Bums, President

4219 Lafayette Center Drive
Chantilly, Virginia 20151
703/631-5600




TELCO HOLDINGS, INC. South Dakota P.U.C. Tariff No. 1
d/b/a DIAL & SAVE Original Sheet No. 22

SECTION 2. RULES AND REGULATIONS (Cont'd)

2.6 Billing Amrangements

2.6.1 Subscribers will either be billed directly by Carrier or its intermediary, or charges
will be included in the subscribers' regular telephone bill pursuant to billing and
collection agreements established by Carrier or its intermediary with the
applicable telephone company.
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SECTION 2. RULES AND REGULATIONS (Cont'd)

2.7

28

Validation of Credi
Carrier reserves the right to validate the credit worthiness of subscribers or users.

Contested Charges

Any objection to billed charges should be promptly reported to the Company.
Adjus'ments to customer’s bills shall be made to the extent that records are
availaole and/or circumstances exist which reasonably indicate that such charges
are not in accordance with approved rates or that an adjustment may otherwise be
appropriate. Where any undercharge in billing of the subscriber is the result of a
Company mistake, the Company may not backbill in excess of twelve months.
Where overbilling of a subscriber occurs, due either to Company or subscriber
error, no liability exists which will require the Company to pay any interest,
dividend, or other compensation on the amount overbilled.

If there is still a disagreement about the disputed amount after the investigation
and review by a manager of the Carrier, the user may file an appropriate
complaint with the Department. The Department's address is:

South Dakota Public Utilities Commission
500 E. Capitol

State Capitol Building

Pierre, South Dakota 57501

605-773-3201 or 1-800-332-1782

Users may also contact Dial & Save's customer service representatives at 4219
Lafayette Center Drive, Chantilly, Virginia or through its toll free telephone
number 1-800-787-3333.

Issued by: Donald A. Bums, President
4219 Lafayette Center Drive
Chantilly, Virginia 20151
703/631-5600



TELCO HOLDINGS, INC. South Dakota P.U.C. Tariff No. |
db/a DIAL & SAVE Original Sheet No. 24

SECTION 2. RULES AND REGULATIONS (Cont'd)

29 Billing Entity Conditi

When billing functions on behalf of Carrier are performed by local exchange
telephone companies, or others, the payment conditions and regulations of such
companies apply, includign any applicable interest and/or late payment charge
conditions.

2.10  Advance Payments and Deposits

2.10.1 Advance Payments

Carrier may require a Customer to make an advance payment
before services or facilities are funished. The advance payment
will not exceed an amount equal to two-months estimated charges,
as determined by Carrier. The advance payment will be credited to
the Customer’s bill. An advance payment may be required in
addition to a deposit.

2.102 Deposits

Carrier may require a Customer to make a deposit to be held asa
guarantee for the payment of charges. A deposit does not relicve
the Customer of the responsibility for the prompt payment of bills
on presentation. A deposit may be required in addition to an
advance payment. The deposit will not exceed an amount equal to:

(A) two month's charges for a service or facility which has a

minimum payment period of one month; or
m W
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SECTION 2. RULES AND REGULATIONS (Cont'd)
2.10  Advance Payments and Deposits (Cont'd)
2.102 Deposits (Cont’d)

(B)

2.10.2.1

2.10.2.2

the charges that would apply for the minimum payment
period for a service or facility which has a minimum
payment period of more than one month; except that the
deposit may include an additional amount in the event that
a termination charge is applicable.

When a service or facility is discontinued, the amount of a
deposit, if any, will be applied to the Customer’s account
and any credit balance remaining will be refunded. Before
the service or facility is discontinued, Carrier may, at its
option, return the deposit or credit it to the Customer’s
account.

Deposits held will accrue interest at a rate no lower than
that specified by the applicable regulatory commission.

T T
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SECTION 2. RULES AND REGULATIONS (Cont'd)
2.10  Advance Payments and Deposits (Cont’d)
2.10.% Deposits (Cont’d)

2.1023

Customers whom Carrier believes present a credit risk may
also be required, at any time, to provide other assurances
of, or security for, the payment of the Company’s charges
for its Services as the Company may deem necessary,
including without limitation, advance payments for Service,
third party guarantees or payment, pledges or other grants
of security interests in the Customers' assets, and similar
arrangements. The required deposits or other security may
be increased or decreased by the Company as it deems
appropriate in the light of changing conditions.
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SECTION 2. RULES AND REGULATIONS (Cont'd)
2.11  Credit Limits

Carrier reserves the right to impose a $250.00 credit limit per telephone line for
non-residential customers. Carrier reserves the right to request reasonable credit
assurance, in its sole discretion, to allow spending in excess of $250.00 per
billing cycle.

2.12  Taxes

All federal excise taxes, and state and local sales, use, and similar taxes, are
billed as separate line items and are not included in the quote rates.

2.13  Latc Payment Charges

Any charges accrued under this tariff that are not paid in full within the time
provided will be subject to a late payment charge of 1.5% per month.

Tssued: uly 8, 1997 R o Ellectve:
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SECTION 3. DESCRIPTION OF SERVICE

3.1 Timing of Calls

Billing for calls placed over the Carrier network is based in part on the duration
of the call. There shall only be timing for conversation time and there shall be no
charge for uncompleted calls. Conversation time is defined as the clapsed time
when two-way communication between the calling and called party is possible.
The call ends when either the calling or called party hangs up. Timing begins
when the called station is answered, as determined by standard industry methods
generally in use for ascertaining answer, including hardware answer supervision
in which the local telephone company sends a signal to the switch.
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SECTION 3. DESCRIPTION OF SERVICE (Cont'd)
32 Calculation of Distance
Usage charges for all mileage sensitive products are based on the airline distance
between rate centers associated with the originating and terminating points of the
call. Carrier uses the rate centers, associated vertical and horizontal coordinates,
and method of computing mileage set forth in AT&T Tariff F.C.C. No. 10.

FORMULA=

J(VI - V2 + (HlI - H2)?
10

33 Minimum Call Completion Rate
Carrier will ensure an industry standard blocking rate of P.01.
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SECTION 3. DESCRIPTION OF SERVICE (Cont'd)
34 Time Periods
Unless otherwise indicated, the following time periods apply:

Day Rate Period: Calls placed from 8:00 a.m. to 5:00 p.m.
Monday - Friday.

Evening Rate Period: Calls placed from 5:00 p.m. to 11:00 p.m. Sunday -
Friday and Carrier recognized holidays.

iod: Calls placed from 11:00 p.m. to 8:00 am.
Sunday - Friday, all day Saturday, and from midnight to 5:00 p.m.
Sunday.

35 Promotions

In limited instances, Carrier may offer free promotional service to customers in
the form of Long Distance Certificates. Long Distance Certificates will be
offered to customers to promote new Dial & Save services and options, to
stimulace use of existing Dial & Save services, and to maintain existing customer
usage and satisfaction. Also, Dial & Save Long Distance Certificates will be
offered to customers from time to time at various locations including, but not
limited to, trade shows, county fairs, exhibits, meetings, seminars and similar
events, during promotions such as seasonal/holiday promotions, regional sales
campaigns, carrier selection activities, and in certain customer complaint

situations.
Tssued: uly 8, 1997 R e P T L T
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SECTION 4. RATES

This section sets forth the rates and charges applicable to Carrier’s service offerings. The
total charge for each completed direct-dialed call consists of the required usage charge
incurred. Unless otherwise stated calls are billed in initial and additional one minute
increments. Any fractional portion of a call is rounded up to the next highest billing
increment.
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SECTION 4. RAIES (Cont'd)

4l Dial & Save Residential Calling P

This is a non-operator assisted, direct dial service available to residential
customers. The Customer accesses the service via standard switched access
service. The Customer may access Carrier either by selecting Carrier as the
presubscribed interexchange carrier or by dialing the Carrier's "10XXX" access
code.

4.1.1 IntralL ATA Rates

Rate Day Eve Night/Weckend
Milcage 1t Addl st Addl s  Addl
0-10 0.2100 0.1500 0.1575 0.1125 0.1181 0.0844
11-16 0.2600 0.1600 0.1950 0.1200  0.1463 0.0900
17-22 0.3000 0.1800 0.2250 0.1350  0.1688 0.1013
23-30 02550  0.1575 0.1913 0.1181 0.1434  0.0886
31-40 02700  0.1800 0.2025 0.1350 0.1519  0.1013
41 -55 0.2925 0.1875 0.219%4 0.1406  0.1645 0.1055
56 - 85 0.3000  0.1950 0.2250 0.1463 0.1688 0.1097

86-124 0.3075 0.2025 0.2306 0.1519 01730 0.1139
125- 244 0.3225 0.2175 0.2419 0.1631 0.1814 0.1223
245 -475 03300  0.2250 0.2475 0.1688 0.1856  0.1266

M
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SECTION 4. RAIES (Cont'd)

4.1 Dial & Save Residential Calling Program (Cont'd)

This is a non-operator assisted, direct dial service available to residential
customers. The Customer accesses the service via standard switched access
service. The Customer may access Carrier either by selecting Carrier as the
presubscribed interexchange carrier or by dialing the Carrier’s "10XXX" access
code.

4.1.2 InterLATA Ratcs

Rate Day Eve Night/Weekend
Milcage st Addl 1t  Addl st Addl
0-10 03000 01800 02400 0.1440 0.1800  0.1080
11-16 03800 02000 03040 0.600 02280  0.1200
17-30 04200 02376 03340 0.1901 02580  0.1440
31-40 04400 02574 03500 02059 02700  0.1560
41-55 04700 02871 03740 02297 02880  0.1740
56 -85 05000 03168 03980 02534 03060  0.1920
86 - 125 05300 03564 04220 02851 03240 02160
126+ 05400 03762 04300 03010 03300 02280
m —ﬂ
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SECTION 4. RAIES (Contd)

42 Prime Calling Program

Prime Calling Program is a direct dial service available to business and
residential customers. Customers may access the service either from an access
line presubscribed to Carrier or by dialing the Carrier’s "10XXX" code. In order
to be billed at Prime Calling Program rates, Customer must register for the
service during a contact with Carrier and be entered into the Carrier billing
database prior to utilizing the service.

4.2.1. Customers are billed through the local exchange carrier or directly by
Carrier. If billed by Carrier, payment is due upon receipt of Carrier’s bill.
Bills are delinquent twenty-one (21) days from date of bill. Service may
be terminated, at Carrier’s discretion, without notice if payment is not
received thirty (30) days from the billed date. Service termination, or
waiver of termination by Carrier, is in addition to any other right Carrier
may have in law or equity to collect delinquent charges.

4.2.2. If customer fails to pay charges within the specified time period, terms,
Carrier reserves the right to change customer from Prime Calling Program
to Dial & Save Residential Calling Program rates, and commence billing
is in addition to any other right Carrier may have in law or equity to
collect delinquent charges.
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SECTION 4. RATES (Cont'd)

42 Prime Calling Program (Cont'd)

4.2.3. Customer must notify Carrier of billing disputes, otherwise charges shall
be deemed valid, correct, due and payable.
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SECTION 4. RATES (Cont'd)

42 Prime Calling Program (cont'd)

4.2.4. Rates - Calls are billed in initial 18 second increments, and in six second
increments thereafter.

Peak Period Calls placed from 8:00 a.m. to 5:00 p.m., Monday - Friday.

Off-Peak Period Al other times, including carrier holidays.

BEAK QFE-PEAK
160 135 .160 13§
lm: jl-lly !. 1997 mvc:
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SECTION 4. RAITES (Cont'd)

43 Directory Assistance

Directory assistance calls will be completed at .67 per call.

44 DRiscounts for Hearing Impaired Customers

A telephone toll message which is communicated using a telecommunications device for
the deaf (TDD) by properly certified hearing or speech impaired persons or properly
certified business establishments or individuals equipped with TDDs for communicating
with hearing or speech impaired persons will receive, upon request, credit on charges for
certain intrastate toll calls placed between TDDs. The credit to be given on a subsequent
bill for such calls placed between TDDs will be equal to applying the evening rate
during business day hours and the night/weekend rate during the evening rate period.
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SECTION 4. RATES (Cont'd)

4.5 USA Savings Plan

USA Savings Plan is a non-operator assisted, direct dial service available to
standard switched access service. The Customer may access Carrier either by
selecting Carrier as the presubscribed interexchange carrier or by dialing the
Carrier's "10XXX" access code. In order to receive USA Savings Plan rates,
the Customer must enroll in the plan and provide the Carrier with necessary
data for entry into the Carrier billing database prior to utilizing the service.
Customers may enroll in USA Savings Plan by dialing a designated toll-free
number and speaking with a Carrier representative, by completing and
submitting an enroliment form to the Carrier, or during a marketing contract
with a represeniative of the Carrier. This service is offered in conjunction with
interstate, international, and travel card service.

Call ratings are determined by mileage, time of day, duration, and originating
location. A monthly minimum usage requirement, monthly recurring fee, and
usage charges apply. Calls are billed in one minute increments, afier an initial
minimum call duration of one minute. Any fractional portion of a call is
rounded up to the next highest billing increment.
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SECTION 4. RATES (Cont'd)
45 USA Savings Plan (Cont'd)
4.5.1 IntralLATA Rates

DRay Eve Night/Weckend
Rate Ist Add'l Ist Add'l Ist Add'l

1-10 03230 0.1995 02423 0.1501 0.1938 0.1197
11-16 03230 0.1995 02423 0.1501 0.1938 0.1197
1722 03230 0.1995 02423 0.1501 0.1938 0.1197
23-30 03230 0.1995 02423 0.1501 0.1938 0.1197
31-55 0.3420 0.2280 0.2565 0.1710 0.2052 0.1368
56-70 03705 02375 02779 0.1786 0.2223 0.1425
71-124 03800 0.2470 0.2850 0.1853 0.2280 0.1482
125+ 03895 0.2565 0.2921 0.1929 0.2337 0.1539
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SECTION 4. RAIES (Cont'd)
45  USA Savings Plan (Cont'd)
452  InterLATA Rates

Day Eve
Rate 1st Add'l 1st Add'l Ist Add'l

Mileage Min Min Min Min  Min M

0-22 03900 02200 03120 0.1760 0.2340 0.1320
2330 03780 02138 03006 0.1711 0. 2322 0.1296
3140 03960 02317 03150 01853 0. 2430 0.1404
4155 04230 02584 03366 02067 0. 2592 0.1566
5685 04500 02851 0.3582  0.2281 02754 0.1728
86-124 04680 03029 03726 02424 0. 2862 0.1836
125244 04770 03208 03798 02566 O. 2916 0.1944
245475 04860 0338 03870  0.2709 0.2970  0.2052

lm: ’ﬂy !. 'w’ Em\ve
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SECTION 4. RATES (Cont'd)

46  Calling Club Referral Program

Customers who have selected Carrier as their primary interexchange carrier or
who acces; Carrier service via "10XXX" dialing are eligible to participate in the
Calling Club Referral Program. Participants in the Calling Club Referral Program
will receive a discount equal to five percent (5%) of the monthly Carrier long
distance usage generated by customers whom they refer to Carrier.

For the purposes of this program, "usage” is defined as charges for intrastate and
interstate long distance calls placed over the Carrier's network. International long
distance usage, offered under the Carrier's International Tariff FCC No. 2, is also
eligible for the Calling Club Referral Program discount. Directory assistance,
non-recurring, or recurring fees and taxes are not considered usage and are,
therefore, not eligible for the monthly discount.

The discount will be calculated monthly and applied to the Calling Club
Participant’s monthly bill in the form of an electronic credit or a check made
payable to the Participant or jointly to the Participant and the LEC.

4.6.1 In order to receive Calling Club discounts, the following conditions must
be observed:

A.  Calling Club Participant and Referral Customer must maintain
separate LEC accounts within Carrier’s originating service area.

B. Calling Club Participant must make at least one (1) billable Carrier
long distance call per month or they forfeit that month's referral
discount.
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SECTION 4. RATES (Cont'd)

46 Calling Club Referral Program (Cont'd)

e Calling Club Participant's Referral Customer must make at least one (1)
billable Carrier long distance call every three (3) months. Should a
Referral Customer cease using Carrier for a period longer than three (3)
mcuths, the Referral may be purged from the Carrier billing database and
disassociated from the Calling Club Participant's account.

D. Calling Club Participant must properly register the Referral Customer with
Carrier prior to accumulating or receiving discounts. Participant may
register the Referral Customer by dialing a designated toll-free number
and speaking with a Carrier representative or by completing a special
enrollment form and submitting it to Carrier. In order to receive discounts,
Participant must provide Carrier with accurate information regarding the
Referral Customer for entry into the Carrier billing database. Participant is
responsible for notifying Carrier of changes in the Referral Customer’s

E. The Referral Customer must be a new Carrier user, defined as not having
used Carrier within the past twelve (12) months.
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SECTION 4. RATES (Cont'd)

46  Calling Club Referral Program (Cont'd)

4.6.2 Carrier reserves the right to discontinue or change this plan at any time.
Carrier also reserves the right to suspend the Calling Club Referral
Program on a case-by-case basis, should the Carrier believe that the
program is being used for fraudulent purposes. At the discretion of the
Carrier, the program may be reinstated to suspended Participants or
Referral Customers.

47 Travel Card Service

4.7.1 Travel Card Service is available to Customers of Carrier’s long distance
services. Customers will reach Carrier’s network via a toll-free number,
and enter an authorization code and a personal identification number.
Customers will be charged rates as identified in Section 4.7.2 plus a per-
call surcharge. Calls are billed in initial and additional one minute
increments.

4.7.2 Dial & Save Travel Card Service

Residential Customers:
Per Minute Rate
Day $0.2000
Evening 0.1600

Business Customers:
Per Minute Rate $.025
Per Call Surcharge  $0.00

lmi my !. 'w, MW:
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SECTION 4. RATES (Cont'd)
48  Small Busincss 800 Service
Small Business 800 Service is an inbound calling service utilizing switched access
facilities. This service permits the Customer to receive incoming calls from all
locations within the state of South Dakota. With Small Business 800 service, the
Customer is charged for the call, not the calling party. Calls are billed in six (6)
second increments with a minimum initial calling period of eighteen (18) seconds.
4.8.1 Small Business 800 Service
Per Minute Rate:

Initial Minute $0.2200
Each Additional Minute $0.2000

Monthly Recurring Charge: $3.00

Tssued: July 8, 1997 D TR
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SECTION 4. RATES (Cont'd)

49 Dial & Save Flat Rate Residential Program

Dial & Save Residential Program is a flat rate outbound residential only calling
service. Calls are originated from presubscribed switched residential Customer
access lines. This service permits the residential Customers to make direct dialed
1+ calls from locations within the state of South Dakota. Calis are billed in six
(6) second increments with a minimum initial calling period of eighteen (18)
seconds.

4.9.1 Dial & Save Flat Rate Residential Program

Per Minute Rate: $0.1000
Monthly Recurring Charge: $ 3.00

Donald A. Burns, President
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SECTION 4. RAIES (Cont'd)

4.10 Commercial Plan

The Commercial Plan is available to business Customers who meet the Company’s
credit approval guidelines. Customers may select a Month to Month or a Term
Commitment Option. Customers electing a Term Commitment Option must sign a
contract with the Company. Customers will either be billed directly by the Company
or by their local exchange telephone Company. Commercial Plan rates apply to
direct dial, toll free (800/888) and calling card calls. A monthly recurring charge
may also apply.

Account Codes are available under the Commercial Plan. Account Codes assist
Custome:s in managing and tracking their long distance usage. Customers may
select validated account codes which are specific, pre-defined combinations of digits
registered with Company’s switch database, any only those pre-defined codes can be
used to complete a call, or Customer may select non-validated codes of a specific
length and any code of that specific length can be used to complete a call.

4.10.1 Month to Month Option

Calls will be rated at the rates indicated below with a volume discount
applied in accordance with the Customer’s Monthly Revenue Level. The
Customer’s Monthly Revenue Level consists of all intrastate, interstate and
international outbound, inbound, calling card usage and surcharges,
excluding monthly recurring fees and directory assistance charges. The
Customer will receive the applicable discount percentage which corresponds
with Customer’s Monthly Revenue Level as determined by the Discount
Schedule shown in Section 4.10.1 B. The discount percentage will be applied
to intrastate and interstate outbound and inbound usage only. The Discount
Percentage will not be applied to calling card usage, directory assistance
charges, or other fees.

m =S W
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SECTION 4. RATES (Cont'd)

4.10 Commercial Plan (Cont’d)
4.10.1 Month to Month Option (Cont'd)

Calls are billed in initial 30 second and additional 6 second increments,
with any fractional portion of call rounded up to the next highest billing
increment.

Customers subscribing to the Commercial Plan Month to Month Option are
cligible for the Company’s 100% Satisfaction Guarantee, which is as follows:

If Company fails to correct Customer’s valid complaint regarding network
quality or service support or if Company fails to deliver the stated rate plan
within 15 days of Company receiving written notification regarding the
problem, the Company will (1) refund to the Customer all PIC change
charges assessed by the Customer’s LEC as a result of Company switching
mlmgdlmmlodnCompmyﬁomtheCuomerspmvmlong
distance carrier; and (2) refund to the Customer all PIC change charges
mmdbyﬂnCmsLECmadalomtchﬂnCmslou
distance service back. The Guarantee is valid for a period of 90 days from
the start of Customer’s service.

Customer shall not be entitled to the refunds described above if Customer
has an account balance with the Company which has aged beyond net 30
days or if Customer’s complaint is not attributable to facilities or causes
within Company’s reasonable control.

Issued by: Donald A. Bumns, President

4219 Lafayette Center Drive
Chantilly, Virginia 20151
703/631-5600
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SECTION 4. RAIES (Cont'd)

4.10 Commercial Plan (Cont’d)

4.10.1 Month to Month Option (Cont’d)
A. Rates
Direct Dial and Toll Free Rate: $.165 per minute
Calling Card Rate: $ .25 per minute
Calling Card Surcharge: $ .50 per call
B.  Discount Schedule
Monthly Revenue Level % Discount
$000 - §$ 9999 0%
$100.00 - $ 199.99 3.64%
$200.00 - $ 499.99 6.67%
$500.00 - $ 749.99 9.70%
$750.00 - $ 999.99 12.73%
$1,000.00 - $4,999.99 15.76%
$5,000 + 21.82%
C.  Monthly Recuring Fecs
Toll Free Numbers (800/888): $3.00 per month per line
Account Codes: $5.00 (Non-validated)
Account Codes: $10.00 (Validated)
Tssued: July 8, 1907 Filective:
Issued by: Donald A. Bumns, President
4219 Lafayette Center Drive
Chantilly, Virginia 20151
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SECTION 4. RAITES (Cont'd)
4.10 Commercial Plan (Cont’d)

4.10.2 Term Commitment Option

Users subscribing to this option will select a Term Commitment Period
and a Monthly Revenue Commitment. Calls will be rated at the rates
indicated in Section 4.10.2 A, which corresponds with the Term
Commitment Period and Monthly Revenue Commitment selected by the
Customer. The Company will calculate the Customer’s Monthly Revenue
level to determine if Customer’s Monthly Revenue Commitment has been
fulfilled. The customer’'s Monthly Revenue Level consists of all
7 4 = Saal oot abdand calliee cad
usage and surcharges, excluding monthly recurring fees and directory
assistance charges. Calls are billed in initial 30 second and additional 6
second increments, with any fractional portion of call rounded up to the
next highest billing increment.

Issued by: Donald A. Bumns, President
4219 Lafayette Center Drive
Chantilly, Virginia 20151
703/631-5600
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SECTION 4. RATES (Cont'd)
4.10 Commercial Plan (Cont’d)

4.10.2 Term Commitment Option (Cont’d)

Customers subscribing to the Commercial Plan Term Commitment Option
are eligible for the Company’s 100% Satisfaction Guarantee which is as
follows:

If Company fails to correct Customer’s valid complaint regarding network
quality or service support or if Company fails to deliver the stated rate
plan within 15 days of Company receiving written notification regarding
the problem, the Company will (1) refund to the Customer all PIC change
charges assessed by the Customer’s LEC as a result of Company switching
its long distance service to the Company from the Customer’s previous
long distance Carrier; (2) refund to the Customer 1l PIC change charges
assessed by the Customer’s LEC in order to switch the Customer’s long
distance service back to their previous carrier; (3) refund to the Customer
the amount of their first Commercial Plan invoice; and (4) cancel
Customer’s term agreement without liability for the Termination Penalty.

Customer shall not be entitled to the items described above if Customer
has an account balance with the Company which has aged beyond net 30
days or if Customer’s complaint is not attributable to facilitics or causes
within Company's reasonable control. This Guarantee is valid for 90 days

from the start of Customer’s service.
Tssued: me 8, 1997 Fllective:
Issued by: Donald A. Bumns, President

4219 Lafayette Center Drive
Chantilly, Virginia 20151
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SECTION 4. RATES (Cont'd)
4.10 Commercial Plan (Cont’d)
4.10.2 Term Commitment Option

A. Rates

Monthly Revenue

Commitment 12 Months 18 Months 24 Months
$100 $0.139 $0.134 $0.129
$250 $0.134 $0.129 $0.124
$500 $0.129 $0.124 $0.119
$750 $0.124 $0.119 $0.114
$1000 $0.119 $0.114 $0.109
$5000 $0.109 $0.104 $0.099

Calling Card Surcharge: $0.25 per call

Calling Card Rate Per Minute:  $0.20 per minute

B.  Deficiency Charge

In the event Customer’s Monthly Revenue Level does not meet the
Monthly Revenue Commitment selected by the Customer in any invoice
Customer will pay a Deficiency Charge which is equal to the difference
between the Monthly Revenue Commitment and the actual Monthly
Revenue Level. The Deficiency Charge will be due at the same time
payment is due for service provided to the Customer. Deficiency Charges
will not be assessed prior to the third invoice period.

Tssued: July 8, 1997 R e S SR R 1\ T
Issued by: Donald A. Bumns, President
4219 Lafayette Center Drive

Chantilly, Virginia 20151
703/631-5600
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SECTION 4. RATES (Cont'd)

4.10 Commercial Plan (Cont’d)
4.10.2 Term Commitment Option

C.

Termination Penal

In the event Customer terminates service with the Company prior to the
end of the Term Commitment Period or in the event that the Company
terminates service based upon Customer’s default, Customer will pay a
Termination Penalty to the Company equivalent to the Customer’s
Monthly Revenue Commitment multiplied by the number of months
remaining in the Term Commitment Period. The Termination Penalty will
be due immediately upon termination of service. The Customer will be
made aware of the Termination Penalty as it will be described in the term
contract signed by the Customer at the initiation of service.

Monthly Recurring Fees:
Toll Free Numbers (800/888) $ 3.00 per month per line

Account Codes: $ 5.00 (Non-validated)
Account Codes: $10.00 (Validated)

R T L R otives:

Issued by: Donald A. Bumns, President

4219 Lafayette Center Drive
Chantilly, Virginia 20151
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SECTION 4. RATES (Cont'd)

4.11 Prepaid Debit Card Service

Prepaid debit card service is a prepaid long distance calling card service, under
which Customers purchase cards in predetermined amounts for long distance usage.
Custumers access the service by dialing a Company specified access code. As a
Customer accesses the service, usage rates and taxes are automatically deducted from
each time a call is placed. Customers will also receive a reminder message when
the balance of the card reaches one (1) minute of usage. Calls in progress will be
terminated if the balance on the Pre-paid card is insufficient to cover the charges
associated with the call. When the card balance reaches zero, the user must
purchase another card or have the card recharged pursuant to instructions the
Company provides to users purchasing the cards. Calls are billed in initial and
additional one minute increments, with any fractional portion of call rounded up
to the next highest billing increment.

4.11.1 Rates:
Calls are measued and consumed on a per unit basis

Per Unit: $0.25 Per Minute
Tssued: July 8, 1997 T " Effective:
Issued by: Donald A. Bums, President

4219 Lafayette Center Drive
Chantilly, Virginia 20151
703/631-5600
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SECTION 4. RATES (Cont'd)
4.12 Dial & Win Sweepstakes Service

Dial ™ Win Sweepstakes Service is a direct mail promotional offering afforded to
will be offered the Residential Calling Plan rates as identified in Section 4.1 from
the period of August 23, 1996 until June 30, 1997. At the expiration of the
promotion, customers may continue to utilize the promotional rates by dialing the
Carriers access code before placing long distance calls. Calls are billed in initial
purposes, of one minute. No minimum usage commitment is required. Calis
Customers may make calls from cither a presubscribed access line or by dialing the
Carrier’s (10XXX) access code.

Issued by: Donald A. Bumns, President
4219 Lafayette Center Drive
Chantilly, Virginia 20151
703/631-5600
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SECTION 4. RATES (Cont'd)

4.13 Prime Business Select Il

Prime Business Select II is available to business Customers who meet the Company’s
credit approval guidelines. Customers may select a Month to Month or a Term
Commitment Option. Customers electing a Term Commitment Option must sign a
contrz 't with the Company. Customers will either be billed directly by the Company
or by their local exchange telephone Company. Prime Business Select [I rates apply
to direct dial, toll free (800/888) and calling card calls. A monthly recurring charge
may also apply.

Account Codes are available under Prime Business Select II. Account Codes assist
Customers in managing and tracking their long distance usage. Customers may
sclect validated account codes which are specific, pre-defined combinations of digits
registered with Company's switch database, and only those pre-defined codes can be
used to complete a call, or Customer may select non-validated codes of a specific
length and any code of that specific length can be used to complete a call.

Issued by: Donald A. Bums, President
4219 Lafayette Center Drive
Chantilly, Virginia 20151
703/631-5600
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SECTION 4. RATES (Cont'd)

4.13 Prime Business Select Il (Cont'd)
4.13.1 Month to Month Option

Calls will be rated at the rates indicated below with a volume discount
applied in accordance with the Customer’s Monthly Revenue Level. The
Customer’s Monthly Revenue Level consists of all intrastate, interstate and
international outbound, inbound, calling card usage and surcharges,
excluding monthly recurring fees and directory assistance charges. The
Customer will receive the applicable discount percentage which
corresponds with Customer’s Monthly Revenue Level as determined by
the Discount Schedule shown in Section 4.13.1 B. The discount
percentage will be applied to intrastate and interstate outbound and
inbound usage only. The Discount Percentage will not be applied to
calling card usage, directory assistance charges, or other fees. Calls are
billed in initial 30 second and additional 6 second increments, with any
fractional portion of call rounded up to the next highest billing increment.

Issued by: Donald A. Bumns, President

4219 Lafayette Center Drive
Chantilly, Virginia 20151
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SECTION 4. RATES (Cont'd)
4.13 Prime Business Sclect Il (Cont’d)

4.13.1 Month to Month Option (Cont'd)

Customers subscribing to the Prime Business Select Il Month to Month
Option are eligible for the Company's 100% Satisfaction Guarantee, which
is as follows:

If Company fails to correct Customer’s valid complaint regarding network
quality or service support or if Company fails to deliver the stated rate
plan within 15 days of Company receiving written notification regarding
the problem, the Company will (1) refund to the Customer all PIC change
charges assessed by the Customer’s LEC as a result of Company
switching its long distance service to the Company from the Customer’s
previous long distance carrier; and (2) refund to the Customer all PIC
change charges assessed by the Customer’s LEC in order to switch the
Customer's long distance service back. The Guarantee is valid for a
period of 90 days from the start of Customer's service.

Customer shall not be entitled to the refunds described above if Customer
has an account balance with the Company which has aged beyond net 30
days or if Customer's complaint is not attributable to facilities or causes

within Company's reasonable control.
Tssued: my !, lw’ Eﬂewve
Issued by: Donald A. Bumns, President

4219 Lafayette Center Drive
Chantilly, Virginia 20151
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SECTION 4. RATES (Cont'd)
4.13 Prime Business Sclect Il (Cont’d)
4.13.1 Month to Month Option (Cont’d)

A. Rales
Direct Dial and Toll Free Rate:  $.165 per minute
Calling Card Rate: $ .25 per minute
Calling Card Surcharge: $ .50 per call

B.  Discount Schedulc

Monthly Revenue Level % Discount
$000 - $ 9999 0%
$100.00 - $ 199.99 3.64%
$200.00 - $ 499.99 6.67%
$500.00 - $ 749.99 9.70%
$750.00 - $ 999.99 12.73%
$1,000.00 - $4,999.99 15.76%
$5,000 + 21.82%

C. Monthly Recurring Fees
Toll Free Numbers (800/888): $3.00 per month per line

Account Codes: $5.00 (Non-validated)
Account Codes: $10.00 (Validated)
fssucd: July 8, 1957 Filective:
Issued by: Donald A. Bumns, President
4219 Lafayette Center Drive

Chantilly, Virginia 20151
703/631-5600
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SECTION 4. RATES (Cont'd)
4.13 Prime Business Select Il (Cont’d)

4.13.2 Term Commitment Option

Users subscribing to this option will select a Term Commitment Period
and a Monthly Revenue Commitment. Calls will be rated at the rates
indicated in Section 4 .13.2A, which corresponds with the Term
Commitment Period and Monthly Revenue Commitment selected by the
Customer. The Company will calculate the Customer’s Monthly Revenue
level to determine if Customer’s Monthly Revenue Commitment has been
fulfilled. The customer’'s Monthly Revenue Level consists of all
intrastate, interstate and international, outbound, inbound, calling card
usage and surcharges, excluding monthly recurring fees and directory
assistance charges. Calls are billed in initial 30 second and additional 6
second increments, with any fractional portion of call rounded up to the

next highest billing increment.
m ‘ﬂ
Issued by: Donald A. Bums, President
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SECTION 4. RATES (Cont'd)
4.13 Prime Business Select Il (Cont’d)

4.13.2 Term Commitment Option (Cont'd)

Customers subscribing to the Prime Business Select Il Term Commitment
Option are eligible for the Company’s 100% Satisfaction Guarantee which
is as follows:

If Company fails to correct Customer’s valid complaint regarding network
quality or service support or if Company fails to deliver the stated rate
plan within 15 days of Company receiving written notification regarding
the problem, the Company will (1) refund to the Customer all PIC change
charges assessed by the Customer’s LEC as a result of Company switching
its long distance service to the Company from the Customer's previous
long distance Carrier; (2) refund to the Customer all PIC change charges
assessed by the Customer’s LEC in order to switch the Customer’s long
distance service back to their previous carrier; (3) refund to the Customer
the amount of their first Prime Business Select Il invoice; and (4) cancel
Customer’s term agreement without liability for the Termination Penalty.

Customer shall not be entitled to the items described above if Customer
has an account balance with th Company which has aged beyond net 30
days or if Customer’s complaint is not attributable to facilities or causes
within Company's reasonable control. This Guarantee is valid for 90 days
from the start of Customer’s service.

Issued by: Donald A. Burns, President
4219 Lafayette Center Drive
Chantilly, Virginia 20151
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SECTION 4. RATES (Cont'd)
4.13 Prime Business Sclect I (Cont’d)
4.13.2 Term Commitment Option (Cont’d)
A. Rates:

Monthly Revenue No Term
Commitment Commitment 12 Months 18 Months 24 Months 36 Months

$0 0.1600 N/A N/A N/A N/A

$100 0.1550 0.1375 0.1325 0.1275 0.1200
$250 0.1500 0.1325 0.1275 0.1225 0.1150
$500 0.1450 0.1275 0.1225 0.1175 0.1100
$750 0.1400 0.1225 0.1175 0.1125 0.1050
$1,000 0.1350 0.1175 0.1125 0.1075 0.1025
$2,500 0.1300 0.1125 0.1075 0.1025 0.0975
$5,000 0.1250 0.1075 0.1025 0.0975 0.0925
$10,000 0.1200 0.1025 0.0975 0.0950 0.0900
$25,000 0.1150 0.0975 0.0950 0.0925 0.0875
$50,000 0.1100 0.0950 0.0925 0.0900 0.0850

B.  Deficiency Charge

In the event Customer’s Monthly Revenue Level does not meet the
Monthly Revenue Commitment selected by the Customer in any invoice
period during the Term Commitment Period, for that invoice period
Customer will pay a Deficiency Charge which is equal to the difference
between the Monthly Revenue Commitment and the actual Monthly
Revenue Level. The Deficiency Charge will be due at the same time
payment is due for service provided to the Customer. Deficiency Charges
will not be assessed prior to the third invoice period.

Issued by: Donald A. Bums, President
4219 Lafayette Center Drive
Chantilly, Virginia 20151
703/631-5600
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SECTION 4. RATES (Cont'd)
4.13 Prnme Business Select 1l (Cont’d)
4.13.2 Term Commitment Option (Cont'd)
C. Termination Penalty

In the event Customer terminates service with the Company prior to the
end of the Term Commitment Period or in the event that the Company
terminates service based upon Customer’s default, Customer will pay a
Termination Penalty to the Company equivalent to the Customer’s
Monthly Revenue Commitment multiplied by the number of months
remaining in the Term Commitment Period. The Termination Penalty will
be due immediately upon termination of service. The Customer will be
made aware of the Termination Penalty as it will be described in the term
contract signed by the Customer at the initiation of service.

D. Monthly Recurring Fees:
Toll Free Numbers (800/888) $ 3.00 per month per line

Account Codes: $ 5.00 (Non-validated)
Account Codes: $10.00 (Validated)

E. Iravel Card Rates:

Per Minute Rate: $0.20
Per Call Surcharge: $0.25
Tssued: July 8, 1997 G e SR TS 1, T
Issued by: Donald A. Bumns, President
4219 Lafayette Center Drive
Chantilly, Virginia 20151
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SECTION 4. RAIES (Cont'd)

4.14 Affinity Association Program
The Affinity Association Program is made available to Affinity Vendors of the
Company. All Affinity Association calls will be billed in six (6) second increments
after an initial period, for billing purposes, of eighteen (18) seconds.

4.14.1  Business Affinity Association Program

Business Affinity Association is a flat rate program designed for use by
large and medium sized business customers.

(A)  Per Minute Rate $0.1250

4.14.2  Residential Affinity Association Program

Residential Affinity Association Program is available in two options, a
flat rate and a time of day sensitive rate.

(A)  Flat Rate Affinity Program
Per Minute Rates $0.1250
Time of Day Sensitive Affinity Program
Day $0.1550

Evening 0.1250
Night/Weekend 0.1050

R S R - T

Donald A. Bums, President
4219 Lafayette Center Drive
Chantilly, Virginia 20151
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SECTION 4. RAIES (Cont'd)
4.15 Dial & Save Flat Rate Il

Dial & Save Flat Rate 11 is a flat rate outbound residential only calling service. Calls
are originated from presubscribed switched residential Customer access lines. This
service permits the residential Customers to make direct dialed 1+ calls from
locatiors within the State. Calls are billed in one minute increments, after an initial
period, for billing purposes, of one minute.

4.15.1 Rates:
Day $0.15
Evening $0.10
Night $0.10
Tssued: July 8, 1997 o G T 1| T T
Issued by: Donald A. Burns, President

4219 Lafayette Center Drive
Chantilly, Virginia 20151
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SECTION 4. RAIES (Cont'd.)

4.16  Prime Business Select Il - Dedicated Service

Prime Business Select [ Dedicated Service is an outbound service, available to
business customers who meet the company’s credit approval guidelines. Calls are
originated from presubscribed locations or by dialing the Company’s designated
“10XXX™ access code.

This service permits large account business customers to make direct dial 1+ calls
from locations within the state. In addition, customers may also subscribe to toll free
(800/888) service, per the rates specified in Section 4.16.1 (A). All conditions that
apply to the Prime Business Select II Term Commitment as specified in Section
4.13.2(B) and 4.13.2(C) of this tariff, also apply to Prime Business Select II
Dedicated Service. Customers must commit to a $2,500 monthly minimum under
this plan.

All direct dial 1+ and toll free (800/888) calls are billed in six (6) second increments
after an initial calling period, of eighteen (18) seconds. Any fractional portion of a
call thereafter, will be rounded up to the next highest billing increment.

m ﬂ

Issued by: Donald A. Bumns, President
4219 Lafayette Center Drive
Chantilly, Virginia 20151
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SECTION 4. RATES (Cont’d.)

4.16.1 Access Mcthods and Usage Raies:
(A)  Direct Dial and Toll Free (800/888) Rates:

PER MINUTE RATES
Monthly 12 24 36
Revenue Month Month Month
Commitment Term Term Term
$2,500 + $0.0650 0.0600 $0.0550
Tssued: July 8, 1997 o Effective:
Issued by: Donald A. Bums, President
4219 Lafayette Center Drive

Chantilly, Virginia 20151
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SECTION 4. RATES (Cont'd.)
4.16 Prime Business Select Il - Dedicated (Cont’d.)
4.16.1  Access Mcthods and Usage Rates (Cont'd.)
(B)  Imvel Card Access:
Calls are billed in six (6) second increments after an initial period,

of thirty (30) seconds. Any fractional portion of a call thereafter,
will be rounded up to the next highest billing increment.

12 24 36
Month Month Month
Term Term Term
Per $0.20 $0.20 $0.20
Minute
Rate
Surcharge $0.25 $0.25 $0.25
m s —W
Issued by: Donald A. Bumns, President
4219 Lafayette Center Drive
Chantilly, Virginia 20151
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SECTION 4. RATES (Cont’d.)

4.17 Prime Business Sclect Association Program
Prime Business Select Association Program is available to certified non-profit
Associations, Chambers of Commerce, and other non-profit business trade
groups. Members of such organizations who enroll in the Prime Business Select
Association Program are eligible to receive program-specific discounted rates for
direct dial, calling card & toll free (800/888) long distance services. All Prime
Business Select Association Program calls will be billed in six (6) second
incre.nents after an initial period of eighteen (18) seconds. Any fractional portion
of a call thereafter, will be rounded up to the next highest billing increment.

4.17.1 Access Mcthod and Usage Rates:

(A)  Direct Dial Access:
Prime Business Select Association Program customers will be
charged $0.09 per minute for all direct dial intrastate calls.

(B) Imavel Card Access :
Prime Business Select Association customers will be charged
$0.20 per minute for all intrastate travel card calls.

1.  Travel Card Access Surcharges:
All Prime Business Select Association travel card calls will

be charged a $0.20 per call surcharge.

(C) Ioll Free (800/888) Access:

Prime Business Select Association customers subscribing to toll
free services will be charged $0.09 per minute for all terminating
calls. The Prime Business Select Association customer will be
charged for the calls rather than the call originator.

Issued by: Donald A. Bumns, President
4219 Lafayette Center Drive
Chantilly, Virginia 20151
703/631-5600
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SECTION 4. RATES (Cont’d.)

4.18 Prime Business VI

Prime Business VI is available to business Customers, on a limited and
promotional basis, who meet the Company’s credit approval guidelines.
Customers may select a Month to Month or a Term Commitment Option.
Customers electing a Term Commitment Option must sign a contract with the
Company. Customers will either be billed directly by the Company or by their
local exchange telephone Company. Prime Business VI rates apply to direct dial,
toll free (800/888) and calling card calls. A monthly recurring charge may also
apply.

Account Codes are available under Prime Business VI. Account Codes assist
Customers in managing and tracking their long distance usage. Customers may
select validated account codes which are specific, pre-defined combinations of
digits registered with Company’s switch database, and only those pre-defined
codes can be used to complete a call, or Customers may select non-validated
codes of a specific length and any code of that specific length can be used to

complete a call.
[ssued: July 8, 1997 Fllective:
Issued by: Donald A. Bumns, President

4219 Lafayette Center Drive
Chantilly, Virginia 20151
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SECTION 4. RAIES (Cont’d.)
4.18 Prime Busincss VI (Cont’d.)

4.18.1 Month to Month Option (Cont’d.)

Customers subscribing to the Prime Business VI Month to Month Option
are eligible for the Company’s 100% Satisfaction Guarantee, which is as
follows:

If Company fails to correct Customer’s valid complaint regarding network
quality or service support or if Company fails to deliver the stated rate
plan within 15 days of Company receiving written notification regarding
the problem, the Company will (1) refund to the Customer all PIC change
charges assessed by the Customer’s LEC as a result of Company
switching its long distance service to the Company from the Customer’s
previous long distance carrier; and (2) refund to the Customer all PIC
change charges assessed by the Customer’s LEC in order to switch the
Customer’s long distance service back. The Guarantee is valid for a
period of 90 days from the start of Customer’s service.

Customer shall not be entitled to the refunds described above if Customer
has an account balance with the Company which has aged beyond net 30
days or if Customer’s complaint is not attributable to facilities or causes
within Company’s reasonable control.

Issued by: Donald A. Burns, President
4219 Lafayette Center Drive
Chantilly, Virginia 20151
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SECTION 4. RAIES (Cont’d.)

4.18 Prime Business V1 (Cont'd.)

4.18.1 'Month to Month Option (Cont’d.)

(A) Rates:
Direct Dial and Toll Free Rate:

Calling Card Rate:
Calling Card Surcharge:

8) Discount Schedulc:

Monthly Revenue Level
$000 - S 9999
$10000 - $ 19999
$20000 - $ 499.99
$50000 - S 74999
$75000 - $ 99999
$1,000.00 - $4,999.99
$5,000 +

(C) Monthly Recurring Fees:

Toll Free Numbers (800/888):
Account Codes:
Account Codes:

$.165 per minute
$ .25 per minute
$ .50 per call

3.64%
6.67%
9.70%
12.73%
15.76%
21.82%

Issued by:

Donald A. Bums, President
4219 Lafayette Center Drive
Chantilly, Visginia 20151
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SECTION 4. RAITES (Cont'd.)
4.183 Prme Business VI (Cont’d.)
4.182 Tenn Commitment Option

Users subscribing to this option will select a Term Commitment Period
and a Monthly Revenue Commitment. Calls will be billed at the rates
indicated in Section 4.18.2(A) of this tariff, which corresponds with the
Term Commitment Period and Monthly Revenue Commitment selected
by the Customer. The Company will calculate the Customer’s Monthly
Revenue level to determine if Customer’s Monthly Revenue
Commitment has been fulfilled. The customer’s Monthly Revenue
Level consists of all intrastate, interstate and international, outbound,
inbound, calling card usage and surcharges, excluding monthly recurring
fees and directory assistance charges. Calls are billed in initial six (6)
second and additional six (6) second increments. Any fractional
portion of a call thereafter, will be rounded up to the next highest billing
increment.

Issued by: Donald A. Bums, President

4219 Lafayette Center Drive

Chantilly, Virginia 20151
703/631-5600
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SECTION 4. RAITES (Cont'd.)
4.18 Prime Business VI (Cont'd.)
4.18.2 erm Commitment Option (Cont’d.)

Customers subscribing to the Prime Business VI Term Commitment
Option are eligible for the Company’s 100% Satisfaction Guarantee
which is as follows:

If Company fails to correct Customer’s valid complaint regarding
network quality or service support or if Company fails to deliver the
stated rate plan within 15 days of Company receiving written notification
regarding the problem, the Company will (1) refund to the Customer all
PIC change charges assessed by the Customer’s LEC as a result of
Company switching its long distance service to the Company from the
Customer’s previous long distance Carrier; (2) refund to the Customer all
PIC change charges assessed by the Customer’s LEC in order to switch
the Customer’s long distance service back to their previous carrier; (3)
refund to the Customer the amount of their first Prime Business V1
invoice; and (4) cancel Customer’s term agreement without liability for
the Termination Penalty.

Customer shall not be entitled to the items described above if Customer
has an account balance with the Company which has aged beyond net 30
days or if Customer’s complaint is not attributable to facilities or causes
within Company’s reasonable control. This Guarantee is valid for 90
days from the start of Customer’s service.

Tssued: my !. 1957 m

Issued by: Donald A. Bums, President
4219 Lafayette Center Drive
Chantilly, Virginia 20151
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SECTION 4. RAIES (Cont’d.)
4.18 Prime Business VI (Cont’d.)
4.18.2 Term Commitment Option (Cont’d.)
(A) Rates:

Monthly Revenue No Term
Co%nitment Commitment 12 Months 18 Months 24 Months 36 Months

0.1600 N/A N/A N/A N/A
$100 0.1550 0.1375 0.1325 0.1275 0.1200
$250 0.1500 0.1325 0.1275 0.1225 0.1150
$500 0.1450 0.1275 0.1225 0.1175 0.1100
$750 0.1400 0.1225 0.1175 0.1125 0.1050
$1,000 0.1350 0.1175 0.1125 0.1075 0.1025
$2,500 0.1300 0.1125 0.1075 0.1025 0.0975
$5,000 0.1250 0.1075 0.1025 0.0975 0.0925
$10,000 0.1200 0.1025 0.0975 0.0950 0.0900
$25,000 0.1150 0.0975 0.0950 0.0925 0.0875
$50,000 0.1100 0.0950 0.0925 0.0900 0.0850
(B) : Customers committing to a twelve (12
L R T e T
ol or Trave
Card Services:
Per Minute Rate: $0
Per Call Surcharge: $0.25

© Deficiency Charge:

ficiency d:illbedmuthey time is due
same is
for service provided to the Customer. Deﬁcmc';.m
not be assessed prior to the third invoice period.

Im? my '- l”’ M\re:
Issued by: Donald A. Burns, President
4219 Lafayette Center Drive
Chantilly, Virginia 20151

703/631-5600
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SECTION 4. RAIES (Cont’d.)

4.183 Prime Business VI (Cont’d.)
4.18.2 Term Commitment Option (Cont’d.)

(D)

(E)

Termination Penalty:

In the event the Customer terminates service with the Company
prior to the end of the Term Commitment Period or in the event
that the Company terminates service based upon Customer’s
default, Customer will pay a Termination Penalty to the
Company equivalent to the Customer’s Monthly Revenue
Commitment multiplied by the number of mon! mnumnqlm
the Term Commitment Period. The Termination Penalty wi
be due immediately termination of service. The
Customer will be aware of the Termination Penalty as it
will be described in the term contract signed by the Customer
at the initiation of service.

Monthly Recurring Fees:
Toll Free Numbers (800/888) $ 3.00 per month d;zdlme
Account Codes: $5.00 ﬁ

Account Codes: S

Issued by:

Donald A. Bums, President
4219 Lafayette Center Drive
Chantilly, Virginia 20151
703/631-5600
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SECTION 4.

419

RAIES (Cont’d.)

Prise Basi V1 - Dedi { Servi
mmwwmlsmmnboundmce.amhblelo
hmcms.onahmledmd who meet the company’s

guidelines. Calls ﬁompmmbacn
duhng Cmysdeag‘lmed'sl%“ access code R bl

This service permits ltg:wooumbmmmcustommtomakedu'ectdulhcalls
ﬁunloununmthmtbem lnaddltlo%. m?'lbosubocnbetotoll
free (800/888) services, per the rates ed below. oondmonsthatapply
to the Prime Business Select I Term omnntmentuspec: in Sections
ancBusmmVlDednwed

4.13 and 4.13.2(C) tariff, also
San(B)Cun«naiz( : '"y.soo monthly minimum under this plan.

must commit to
All direct dial 1+ and toll free (800/888) calls are billed in initial six (6) second
and additional six (6) seconds increments. Any fractional portion of a call
thereafter, will be rounded up to the next hlgbest billing increment.

419.1 Access Mcthods and Usage Rates:
(A)  Direct Dial and Toll Free (800/888):
PER MINUTE RATES
Monthly 12 24 36
Revenue Month Month Month
Commitment Term Term Term
$2,500 + $0.0650 $0.0600 $0.0550
Tssued: ]uly 5. 1957 Eilective:
Issued by: Donald A. Bums, President

4219 Lafayette Center Drive
Chantilly, Virginia 20151
703/631-5600
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SECTION4. RAIES (Comt’d)
419 Pome Business VI - Dadicated Service (Cont’d.)
4.19.1  Access Mcthods and Usage Rates (Cont’d)
(B) Imavel Card Access:
thmhlhdmnmlnx(ﬂswndndddmod 6)

portion of a call
willhelu-dedq A'Ztumhﬁmhlhu:num

12 24 36
Month Month Month
Term Term Term
Per $0.20 $0.20 $0.20
Minute
Rate
Surcharge $0.25 $0.25 $0.25
Issued by: Donald A. Bumns, President
4219 Lafayette Center Drive

Chantilly, Virginia 20151
703/631-5600
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SECTION 4. RATES (Cont'd.)
420 [EBBA Business Calling Program

FBBAan&Calhnnggmmsaﬂlmeoubomdmdmbomdallmgplm.

tsb\mmcmslonukedmctdml 1+ calls and receive
‘ ) calls from within the state. In addition, customers can also

adcalls. All calls will be billed in six (6) second

for billing purposes, of 8)seeonds.A?muﬁnctwmlaﬁ“
or billi of ei
pomono acal ﬂletuﬂgsmllbermn\de!g:g nexthnghmb{llmg

4.20.1 Access Mecthods and Usage Rates:
A Dlmpn,l‘m FBBA Business Calling Plan
o charged $0.09 minute for all

(B) W
A customers will be the follo
charged wmgper

minute rates based on a customer
commitment:

L. Cm:swdlbech;n:
;er intrastate calling card
A $0. percallmhugemlllpply
ZW i
- eommmnem‘ onof;_welve lZ),elecn::u.
ge) ﬂs 63“ mmm;?g&mwling
ASO.Z per call surcharge will apply.

©

terminating calls. customer
charged for the call rather than the call originator.

Issued by: Donald A. Bums, President
4219 Lafayette Center Drive
Chantilly, Virginia 20151
703/631-5600
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SECTION 4. RATES (Cont’d.)

4.21

Protech Access One Service

Protech Access One Service is an outbound and inbound service for business
customers only. Customers mustmectmeConmy s credit qprroval guidelines
to be eligible for service. Protech Access One eemmappytoduectdml
calling card and toll-free (800/888) service. All inbound calls
dunmwdmllﬁeenumbamwmmmmmuhued
rather than the call originator. All Protech Access One Service calls will be billed
in six (6) second increments afier an initial period of eighteen (18) seconds. Any
ﬁacuomlpomonofacalltlmﬁer will be rounded up to the next highest billing

mmucmmllbechﬁgedso 1290

per minute for all direct dial intrastate cal

Semcecustomasmllbechugedthe
following per minute rates based on a customer selected term
commitment:

1. : Customers will be
per minute for mnmetravelardul A
SOSOperall

(l6) opuono }we 12),e|
suxteen or -four (2
$0.20 twenty lmmmveleud

mlls ASO.2Spuullmhmewﬂlapply

4219 Lafayette Center Drive
Chantilly, Virginia 20151
703/631-5600
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422 Winners Unlimited Service

Winners Un‘:’uh:ned is d‘:: lcnbound service avmlablc to mndenual and busmto;n‘;1

customers, meet ompany’s credit approval to

the Company'’s service by completing a Letter of Agency LOAH; vided by a
specific auth)c'mzed salesbyagem of the Compan m mbo(t;xd Winners Unhu:yled

calls will be billed in six (6) second i mcrements ‘after an initial period ofthmy (30)

seconds. Any fractional portion of a call thereafter, will be rounded up to the

highest bllllng increment.

4.22.1 Access Method and Usage Rates:
(A)

&méﬁmm subscribing to toll free
services will be $0.18 per minute for all
terminating calls. Winners Unlimited customer
will be charged for the calls rather than the call
originator.

(B)

ith meulbedmedsozl
- set\nces\m a
minute for all terminating calls. pet

© RogiNae
using Directory Assistance

following per call charges will apply:

Business: .750
Residential: .670
Issued by: Donald A. Bumns, President

4219 Lafayette Center Drive
Chantilly, Virginia 20151
703/631-5600
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ASTA Affinity Association Program offers members of the ASTA association
combined outbound 1+ and inbound toll free services. No minimum or monthly
term commitments are required for this service. All direct dial, travel card, and
toll free calls will be in six (6) second increments after an initial period for
billing ses of eighteen (18) seconds. Any fractional portion of a call

, will be rounded up to the next highest billing increment. Customers
&imenutg lll:cnéh“ %nghnm good standing

on to arca in

with the ASTA amocunw“um subscribing to this program will be
eligible to request a travel card at no extra cost to the customer, and will be
charged the rates specified beiow for the calling card service.

4.23.1 Access Mecthods and Usage Rates
(A) Direct Dial and Toll Free Access:

Per Minute Rates: $0.0900
(B) Travel Card Access:

Per Minute Rate: $0.20

Per Call Surcharge: $0.25

Issued by: Donald A. Burns, President
4219 Lafayette Center Drive
Chantilly, Virginia 20151
703/631-5600
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ASTA Affinity Association Program offers members of the ASTA association
combined outbound 1+ and inbound toll free services. No minimum or monthly
term commitments are required for this service. All direct dial, travel card, and
toll free calls will be in six (6) second increments after an initial period for
billing ses of eighteen (18) seconds. Any fractional portion of a call

, will be rounded up to the next highest billing increment. Customers
&imenutg lll:cnéh“ %nghnm good standing

on to arca in

with the ASTA amocunw“um subscribing to this program will be
eligible to request a travel card at no extra cost to the customer, and will be
charged the rates specified beiow for the calling card service.

4.23.1 Access Mecthods and Usage Rates
(A) Direct Dial and Toll Free Access:

Per Minute Rates: $0.0900
(B) Travel Card Access:

Per Minute Rate: $0.20

Per Call Surcharge: $0.25

Issued by: Donald A. Burns, President
4219 Lafayette Center Drive
Chantilly, Virginia 20151
703/631-5600




TELCO HOLDINGS, INC. South Dakota P.U.C. Tariff No. 1
db/a DIAL & SAVE Original Sheet No. 82

SECTION 4. RATES (Cont'd.)

4.24 Prime Business 9.9 Service

Prim _ Business 9.9 Service is a flat rate outbound and inbound calling plan
available to large business customers. This service permits business

make direct dial 1+ calls and receive inbound toll free (800/888) calls. In
addition, customers can also place calling card calls. All calls are billed in six (6)
second i tsaﬁetanlmnalullmgpenodforblllmg of eighteen
(18) seconds. Any fractional portion of a call thereafter , will be rounded up to the
next highest billing increment.

4.24.1 Access Mcthods and Usage Raics
(A) Direct Dial and Toll Free Access:
Per Minute Rate: $0.099

(B) Travel Card Access:

Per Minute Rate: $0.20
Per Call Surcharge: $0.25
Tssued: July 8, 1997 o o Eflective:
Issued by: Donald A. Bumns, President

4219 Lafayette Center Drive
Chantilly, Virginia 20151
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SECTION 4. RATES (Cont’d.)

4.25 Toll Free PIN Service

Toll-Free PIN Service is an inbound calling service utilizing switched access
facilities. This service permits the Customer to receive incoming calls from all
location within the State. With Toll-Free PIN Service, the Customer is charged
forﬂneall.no(ghealhng The Customer will be mnedafmnl(:ﬁdlglt
PIN number which must t mdmeomblmnonwnhadeslpned free
number in order to use this service. Individuals dialing the desy toll-free
number must dial the PIN number for termination of the call to the Customer.
The toll-free number is l!wpmpeﬂyoftthompmyandlheCmtomerwmot
mmponmetoll-ﬁeenmnbatomodmmponn Calls a rebilled
mn&)seoondmaunemswﬂhamzmmmnmnd period of thirty (30)

425.1 Per Minute Rates: $0.2100
Issued by: Donald A. Burns, President

4219 Lafayette Center Drive
Chantilly, Virginia 20151
703/631-5600
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SECTION 4. RATES (Cont'd.)

4.26 |Intrastate Preferred Customer Plan

Intrastate Preferred Customer Plan is a direct dial service available to residential

M xchm:cny or by dialing the mxxx"'d'
s' access

ge W%MMWM bydulmga

“gnated toll-free number and speaking with a Carrier representative

are oilled in one minute increments, lﬁennmmalmmmulldtmtmof

one minute. Anyt'ncuomlpomonofaallmetuﬂer is rounded up to the

next highest billing increment.

4.26.1 Intral ATA Raics

4

¥
Eax

E

Milcage Min Min Min Min Min

1-10 03230 0.1995 02423 0.1501 0.1938 0.1197
11-16 03230 0.1995 0.2423 0.1501 0.1938 0.1197
17-22 03230 0.1995 0.2423 0.1501 0.1938 0.1197
2330 03230 0.1995 02423 0.1501 0.1938 0.1197
31-55 03420 0.2280 0.2565 0.1710 0.2052 0.1368
56-70 0.3705 0.2375 02779 0.1786 0.2223 0.1425
71-124 0.3800 0.2470 0.2850 0.1853 0.2280 0.1482
125+ 03895 0.2565 0.2921 0.1929 0.2337 0.1539

Issued: July 8, 1997 Effective:
Issued by: Donald A. Bumns, President
4219 Lafayette Center Drive

Chantilly, Virginia 20151
703/631-5600
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SECTION 4. RAIES (Cont’d.)

426 |ntrastate Preferred Customer Plan

Intrastate Preferred Customer Plan is a direct dial service available to residential
customers. The Customer may mCarwcmnethselecungCamastbe
unetexchmgecu'ncrorbydnhngthe 10XXX" access
des llfmemmbcunl:quhngwuh Camet Stive. C %
toll- ] representative. Calls
illed in one minute increments, after an initial minimum call duration of
onemnme Anyfncnomlponmnofaullm is rounded up to the

next highest billing increment.
4.26.2 Intertl ATA Ratcs
Rate  Ist Add'l Ist £ Add' st !
Mileage Min Min Min Min Min Min
0-10 03000 0.1800 02400 0.1440 0.18300 0.1080
11-16 03800 02000 03040 0.1600 02280 0.1200
17-22 03900 02200 03120 0.1760 02340 0.1320
23-30 03150 0.1782 02505 0.1426 0.1935 0.1080
3140 03300 0.1931 02625 0.1544 02025 0.1170
41-55 03525 0.2153 0.2805 0.1723 0.2160 0.1305
5685 03750 02376 02985 0.1901 0.2295 0.1440
0.3900 0. 0.3105 0.2020 0.2385 0.1530
125-244 0.3975 0.2673 0.3165 0.2138 0.2430 0.1620
245475 04050 0.2822 03225 0.2258 0.2475 0.1710
Issued: July 8, 1997 Effective:
Issued by: Donald A. Bums, President
4219 Lafayette Center Drive
Chantilly, Virginia 20151
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SECTION 5. CONTRACT SERVICES

AttheopuonoftheCom ‘Lsenlcemaybeoﬂ'etedonaoonmbsxstomect
s;;enal requirements Customer not contemplated in this tariff. The terms
o uchoontnctshallbemunnll lgmeduponbctwemdneCmtowandCompany
u)dmngmlylndude cht::g? ly designed and eonsm?c‘;ed not
ch-ga. or services
ined i mﬂ”’” offerings, or other customized features.
The terms of the contract may be based partially or completely on the term and

olumee(nmmnau. of originati access, mixture of services
i e S eiee Skl be avaiut: &> Sl ety et

Customers otsxxmon!hsaﬁcﬂheuuualoﬂ' to the first contract Customer for
any given set of terms unless otherwise i

Issued: July 8, 1997 Effective:

Issued by: Donald A. Bums, President
4219 Lafayette Center Drive
Chantilly, Virginia 20151
703/631-5600
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SECTION 5. CONTRACT SERVICES (Cont'd)

5.1

5.12

Camier D b Tl ot

Carrier Intrastate Domestic Termination Service is available only to Other
Certificated Carriers (“*OCC”) who wish to utilize the Dial & Save network
to terminate intrastate traffic. The OCC must meet certain

specified credit evaluations in order to purchase this service o .In
addmon.theOCCmusthavcobmaedd:eteqmredopuaﬁngmbnty The

’)CCmusthavemeofﬂmrownanuy
UCCs who 12 ordusscwwewnll!eeetvecallteﬂnmlnouatdnmu
specified be based upon the LATA and the LEC to which the

call termumu, as well as the Customer’s Monthly Minimum Minutes of
Use Commitment.

Traffic provided under this service offering must meet the following
specifications:

A minimum of 80% of the OCC'’s total minutes of use
which terminate on the Dial & Save network under this
service offering must be the times of 8:00 AM

E.g)to blnnotmcludmg. Mondaythmugb
i

%‘mthelmmnao muum&m

Savemum gbttod:mmthemeewon
written notice to the OCC or rate the intrastate
domestic minutes at $0.065 per minute.

Callsu\\;nlllbebnlledmaxf( 73 mclunAc:tnﬁu-
an initial calling period of six (6) seconds.
fractional portion of auﬂmauﬂumuuto):nded

up tothe next
5.13 lnad(g:dontothe (A mx?tsxgnoz
in Secti uurchtgeo
mmutc wnllbeclmged lﬁ mmston‘:
US West exchanges.
Issued: July 8, 1997 Effective:
Issued by: Donald A. Bumns, President

4219 Lafayette Center Drive
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SECTION 5. CONTRACT SERVICES (Cont'd.)
5.1 Camier Intrastate Domestic Termination Service, (Cont'd.)

5.14  Rate Level Definitions:
P>r Minute Termination Rates listed below are available in four (4) different
Rate Levels, determined by the Customer’s Monthly Minimum Minutes of
Use Commitment. A Customer’s domestic interstate, intrastate, and
international minutes of use under this servweoﬂ'enng will be counted
toward the Monthly Minimum Minutes of Usage Commitment. At the
C&mpany ‘:::‘le discretion, minutes of use other Company service
erings, commitments, revenue commitments,
other cnteria may be used in combination with minutes o mcl%ugtdeno
detmnmewhetherornotaCustomenselxglblc for a particular Rate Level.
(A) Per Minute Rates:
Rate Monthly Minutes Commitment Level Per
Level Minute
Rate
1 Less than 1,000,000 minutes per month $0.0450
2 1,000,000 to 4,999,999 minutes per month $0.0430
3 5,000,000 to 9,999,999 minutes per month $0.0415
4 Greater than 19,000,000 minutes per month $0.0400
5.1.6. Directory Assistance Rate:
Per call charge:
1 $0.44
2 $0.42
3 $0.40
4 $0.38
Issued: July 8, 1997 Effective:
Issued by: Donald A. Bumns, President

4219 Lafayette Center Drive
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703/631-5600
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SECTION 5. CONTRACT SERVICES (Cont’d.)

5.2 Caricr 800 Origination - Dedicated

Carrier 800 Origination Dedicated Service is available only to Other
Centificated Carriers (“OCC”). The OCC must meet certain Company
specified credit evaluations in order to purchase this service offering. In
addition, the OCC must have obtained the required operating authonity. The
OCC must have use of their own Primary Interexchange Carrier Code.
Company may also, at its sole discretion, require that subscribers to this
service offering have an existin bnllm&(;r data processing : ement with
the Company. OCCs who qualify for this service will receive 8

origll-nauon at the rates specified below. Rates are based upon the LATA and
the LEC from which the call originates, as well as the Customer’s Monthly
Minimum Minutes of Use Commitment. OCCs must also p: {fog facility
installation and monthly recurring dedicated access fees which will be
determined on an individual case basis.

52.1 A minimum of 80% of the OCCs total minutes of use must

ori on the Com s network this service offering
mfl't‘luehstbeduﬁnﬁthp:g{rmofs:OOAMupm.hnmlinclwm&

5:00 PM Monda Friday. If the minute of use term.inating
during this time fra s below the 80% threshold, Dial &
Save reserves the right to discontinue the service upon written
notice to the OCC or rate the intrastate minutes at 0.065 per
minute.

522  Calls will be billed in initial and additional six (6) second
increments. An‘chmcnonal portion of a call thereafter, will be
rounded up to the next highest billing increment.

5.2.3  Inaddition to the iate LATA origination rate ified in
Section 5.2.4 (A).?Pmmrchargme of $0.02 glm:llmmc wislm‘charged
for all calls onginating from non US West exchanges.

Issued: July 8, 1997 Effective:

Issued by: Donald A. Bumns, President
4219 Lafayette Center Drive
Chantilly, Virginia 20151
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SECTION 5. CONTRACT SERVICES (Cont’d.)
52 Carier 800 Origination - Dedicated (Cont’d.)
524  Rate Level Definitions

Per Minute Origination Rates listed below are available in four (4)
different Rate Levels, determined by the Customer’s Monthly
Minimum Minutes of Use Commitment. A Customer’s domestic
in intrastate, and international minutes of use under this
service o eringwillbecqmtedtowudtheMomhlyMinimmn
Minutes of Usage Commitment. At the Company’s sole
discretion, minutes of use under other Company service offerings,

term commitments, revenue commitments, ramp- or
uhaaitaiamaybemedinoomhinﬂionwithmimm
order to determine whether or not a Customer is eligible for a
particular Rate Level.
(A) Per Minute Rates:
Rate Monthly Minutes Commitment Level Per
Level Minute
Rate
1 Less than 1,000,000 minutes per month $0.0650
2 1,000,000 to 4,999,999 minutes per month $0.0630
3 5,000,000 to 9,999,999 minutes per month $0.0615
4 Greater than 10,000,000 minutes per month $0.0600
52.5 Dircctory Assistance Rate:
Per call charge:
1 $0.44
2 $0.42
3 $0.40
4 $0.38
Issued: July 8, 1997 Effective:
Issued by: Donald A. Bums, President
4219 Lafayette Center Drive

Chantilly, Virginia 20151
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SECTION 5. CONTRACT SERVICES (Cont’d.)

53

«IC Association Service Il
CIC Association Service Il available only to Other Cauﬁuggm Carriers

) m 1

use of their own Primary Interexchange Code. OCCs subscribing to

thismceo!fenngmust fonhmownonpnumgmmee
:‘ lhumbmberstot!us ;

5.34&)ofthns'l'nﬂ' R.?dl
call terminates, as
Commitment.

theComplny OCCswhoqmll fo:uxu

uebued theLA’l‘x theLBCto
utheCmsMonthlyMuummMmuuostc

Traffic provided under this service offering must meet the following
specifications:

5.3.1 A minimum of 80% of the OCCs total minutes of use
which

53.2 Callswnllbebnlledmnx

fncuoml
uptodienmhxgheubtlhncmm

533 lnaddmoutothea?opnne
speclﬁedewuon 34(2&.:”0(8002&
minute will be
non US West

Issued: July 8, 1997

Effective:

Issued by: Donald A. Bums, President
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SECTION 5. CONTRACT SERVICES (Cont'd.)
53 CIC Association Service Il (Cont’d.)
534 Rate Level Definitions:

Per Minute Termination Rates listed below are available in four (4)
different Rate Levels, determined by the Customer’s Monthly
Minimum Minutes of Use Commitment. A Customer’s domestic
mmmuﬂmwnmdmmofmemdat}m
%mlihmﬁMhMaﬂMyMwmum
Minutes of Usage Commitment. At the Company’s sole
duactm,mmmaofmeundaodmmompmymw‘gg&mngs,
commitments, revenue commi ramp-up
other criteria may be used in combination with minutes of use in
ovdenodewrmmcwhe(hetornoquomawehpblefou

particular Rate Leve
(A) Per Minute Rates:
Rate Monthly Minutes Commitment Level Per
Level Minute
Rate
1 Less than 1,000,000 minutes per month $0.0450
2 1,000,000 to 4,999,999 minutes per month $0.0430
3 5,000,000 to 9,999,999 minutes per month $0.0415
4 Greater than 10,000,000 minutes per month $0.0400
53.5 Directory Assistance Ratc:
Per call charge $.50
Issued: July 8, 1997 Effective:
Issued by: Donald A. Burns, President

4219 Lafayette Center Drive
Chantilly, Virginia 20151
703/631-5600
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54

Switchless 1+ and Toll Free Resale Servi

Switchless 1+ and Toll Free Resale Service is available only to Other
Certificated Carriers (“OCC™) who wish to utilize the Dial & Save network
to originate, switch, and terminate domestic traffic. The OCC must meet
certain Company specified credit evaluations in order to purchase this
service offering. In addition, the OCC must have obtained the required
operating authority. The OCC must have use of their own

Interexchange Carrier Code. The Company ma% also, at its sole i
require that subscribers to this service offering an existing billing or
data processing arrangement with the Company.

OCCs who qualify for this service will receive the rates specified below.
Rates are based upon the LATA and the LEC from which the call originates
and to which the call terminates, as well as the Customer’s Monthly
Minimum Revenue Commitment. Orders for service will only be
lﬁj'gmw(:cst‘Css for provision of service to Customers residing in areas served by

Calls will be billed in six 6)seconglinuaneqtsaﬁuminiﬁﬂallinsriod
W(IS‘L‘M. y fractional portion of a call thereafier will be
up to the next highest billing increment.

Issued: July 8, 1997

Issued by: Donald A. Burns, President

4219 Lafayette Center Drive
Chantilly, Virginia 20151
703/631-5600
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SECTION 5. CONTRACT SERVICES (Cont’d.)
54 Switchless 1+ and Toll Free Resale (Cont’d.)
54.1  Per Minutc Rates
Customers will be charged the rate specified below for all rate

levels
(14).
(A) Per Minute Rates:
Rate Monthly Revenue Commitment Level Per
Level Minute
Rate
1 Less than 100,000 monthly billing $0.0750
2 $100,000 10 $249,999 in monthly billing $0.0750
3 $250,000 to $499,999 in monthly billing $0.0750
4 $500,000 + in monthly billing $0.0750
542  Directory Assistance Rate:
Per call charge: $0.75
543  Toll-Free Number Monthly Recumring Fees:
The OCCs will pay no monthly recurring fees for the first ten (10
toll-free numbe&‘ywhich :LuvconnmllmgtheComémy)'
as the designated Responsi Oanman, For each additional
number in excess of ten (10), a $1.00 monthly recurring fee is
charged.
Issued: July 8, 1997 Effective:
Issued by: Donald A. Burns, President
4219 Lafayette Center Drive
Chantilly, Virginia 20151

703/631-5600
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SECTION 5. CONTRACT SERVICES (Cont’d.)
5.5 Switchless 1+ Dedicated and Toll Free Resale Service

Switchless 1+ Dedicated and Toll Free Resale Service is available only to
Other Certificated Carriers (*OCC”) who wish to utilize the Company's
network to originate, switch, and terminate traffic. OCC must meet certain
Company specified credit evaluations in order to purchase this service
offening. In addition, OCC must haveobtnnedre?emreglopuanngnn[mty
in the states in which they conduct business and fi

by law, withamtcocfedera!wﬁwngi.,Congpmymgy , at its sole
discretion, require that subscribers to this service offering have an existing
billing or data processing arrangement with the Company.

A Customer’s 1+ and toll-free domestic interstate, intrastate, and
international revenue under this service offering will be counted toward the
Monthly Minimum Revenue Commitment. At the Company’s sole
discretion, revenue under other Service offerings, term

OCCs who qualify for this service will receive the rates specified below. tes

are based upon the LATA and the LEC from which the call originates and to

which the call terminates, if applicable, as well as the Customer's Monthl

Minimum Revenue Commitment. Ol&sfamwe.wjllqnlybemqnx

ﬁomOCCsfotIEow;ionofmcetoCmmdmgmmavedby
or

the RBOCs, G print-United.
A $0.0125 surcharge is applied for all non-peak minutes above 20%. In
addition, a $0.02 per minute will for all 1+ calls terminating to
and all toll-free calls origi “ﬁmu%m-&gmm
mﬁmcr Number other than: US West, s: 9600, 9636,
Issued: July 8, 1997 Effective:
Issued by: Donald A. Bumns, President

4219 Lafayette Center Drive
Chantilly, Virginia 20151
703/631-5600
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SECTION 5. CONTRACT SERVICES (Cont’d.)
5.5 Switchless 1+ Dedicated and Toll Free Resale Service (Cont’d.)
5.5.1  Rate Level Definitions:

Per Minute Rates are available in four (4) different Rate Levels,
determined by the Customer’s Monthly Minimum Revenue

Commitment. 3
(A) Per Minute Rates:

Rate Per Minute
Level Monthly Commitment Level Rate

1 Less than $100,000 in monthly billing $0.0590

2 $100,000 to $249,999 in monthly billing $0.0560

3 $250,000 to $499,999 in monthly billing $0.0530

4 $500,000 + in monthly billing $0.0500

Issued: July 8, 1997 Effective:
Issued by: Donald A. Burns, President
4219 Lafayette Center Drive

Chantilly, Virginia 20151
703/631-5600
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SECTION 5. CONTRACT SERVICES (Cont’d.)

5.5 Switchless 1+ Dedicated and Toll Free Resale Service (Cont’d.)
5.52  Directory Assistance Rate:
Per call charge: $0.75

553  Ioll-Free Number Monthly Recurring Fees:

OCCs will pay no monthl fees for the ﬁmten 10) toll-
fmenmnbelp:ywhlch ym | using ( )as
the designated Responsi Ormmou eachddmm

nmnbammoflm(lO).aSlOOmomhlymnmfeeu

Issued: July 8, 1997 Effective:
Issued by: Donald A. Bumns, President
4219 Lafayette Center Drive
Chantilly, Virginia 20151

703/631-5600
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SECTION 5. CONTRACT SERVICES (Cont’d.)

5.6 Global-Tel Long Distance Service
Cltosaers tha Sresubacsibe 1o he Compery's scrvics Bvagh speriic
s service i

authorized sales agents of the Company.m >
Calls will be billed in six (6) second increments after an initial “"i'v'}.ﬁ”i“
m(ls seconds. fractional portion of a call thereafter will be

up to the next highest billing increment.

5.6.1 Access Method and Usage Rates:

(A) Direct Dial Rates:

Rate Per Minute: $0.1290

Issued: July 8, 1997 Effective:
Issued by: Donald A. Burns, President
4219 Lafayette Center Drive
Chantilly, Virginia 20151

703/631-5600
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SECTION 5. CONTRACT SERVICES (Cont'd.)
56  Global-Tel Long Distance Service (Cont’d.)
56.1  Access Method and Usage Rates (Cont’d.)
(B) Toll Free (800/888) Access:

Global-Tel Long Distance Toll-Free service is an
inbound calling service switched access
facilities. This service its the Customer to receive
mcomugfcdlsﬁmn locations within the state. With
Global-Tel Toll-Free service, the Customer is charged
form Mtheallmgpany Cdlsuebnﬂedmnx

f glnem(llneonds. fnmoml

ei :
"?:ﬂfmam et ey veisd s
highest billing increment.

Per Minute Rate: $0.1290

© Iravel Card Services
(A) Per Minute Rate: $.1990

Issued: July 8, 1997 Effective:

Issued by: Donald A. Bumns, President
4219 Lafayette Center Drive
Chantilly, Virginia 20151
703/631-5600
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SECTION 5. CONTRACT SERVICES (Cont’d.)
5.7  Master Dealer Program

The Master Dealer isavuhbletobusmamomsmrwghan
authorized of the

locations. service Customentomkcduectdulnlls
romlouuonswnhm Callsmbdl:ddn«i)mmnd
increments with ullmgpenodo
fncuomlpomonofaalltluuﬁu mwm

billing increment.

Rates ified below to direct dial, toll free 888) and calli
ardcm:c mmmhlyfesmmnng‘fea. i

5.7.1

(A) Rates per minute:  $0.0900
5.7.2 Travel Card Rates:

(A) Rate Per Mimune:  $0.20
Per Call Surcharge: $0.25

Issued: July 8, 1997 Effective:

Issued by: Donald A. Bums, President
4219 Lafayette Center Drive
Chantilly, Virginia 20151
703/631-5600




YERIFICATION

I, Bryan K. Rachlin, hereby declare under penalty of perjury, that I am Chief Operating
Officer of Telco Communications Group, Inc.; that I am authorized to make this verification on the
Applicant’s behalf; that I have read the foregoing application and exhibits; and that the facts stated
therein are true and cor *ct to the best of my knowledge, information and belief. In addition, I
hereby declare that the Applicant agrees to adhere to all state laws and all commission policies, rules
and orders.

7 . % TR

an K. Rachlin~
Bry:

Subszcribed and sworn to before me this _& day of Zglz 1997.
/

Notary Public

My Commission expires: My Coamission Expres Febnaary 29, 2000
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puplic pnDake | TEL ECOMMUNICATIONS SERVICE FILINGS

State Capitol 500 E. Capito] These are the service filings that the Commission has received for the period of:

Pierre, SD 57501-5070 07/04/97 through 07/10/97

Phone: (800) 332-1782 if you need a complete copy of a filing faxed, overnight expressed, or mailed to you, please contact Delaine Kolbo within five days of this filing.
Fax: (605) 773-3809

Sejerinerid TITLE/STAFF/SYNOPSIS I | T DTN

REQUEST FOR CERTIFICATE OF AUTHORITY
Application by Access Point, Inc. for a Certificate of Authority to operate as a telecommunications company within the state of

TC97-122 South Dakota. (Staff: TS/TZ) "Applicant is a switchiess reseller which intends to offer 1+ direct dialing, 800 toll free, and travel 07/07/97 07/25/97
card (no prepaid calling cards) service through the resale of telephone services provided by facilities-based interexchange
carriers "
Applicaton by USBG, Inc. for a Certificate of Authority to operate as a telecommunications company within the state of South

1C97-123 Dakota. (Staff: TS/TZ) "Applicant seeks authority to offer a full range of 1+ interexchange telecommunications services on 07/07/97 07/25/97

a resale basis. Specifically, Applicant seeks authority to provide MTS, out-WATS, in-WATS and Calling Card services.
Applicant does not intend to provide operator services, 900 or 700 services.”

Application by Electric Lightwave, Inc. for a Certificate of Authority to operate as a telecommunications company within the state
TC97-124 | of South Dakota. (Staff: TS/TZ) "Appiicant seeks ... authority to provide 1+, business 800, business calling cards, and prepaid | 07/07/97 0772597
calling cards to the general public and to small and large business.”

Application by Telco Holdings, Inc. db/a Dial & Save for a Certificate of Authority to operate as a telecommunications company

1 197127 ‘within the state of South Dakota. (Staff: DJ/TZ) “Petitioner proposes to provide 24-hour intrastate interexchange 07/09/97 07/25/97
- telecommunications services, 800 services, and postpaid debit travel card services....Telco Holdings, Inc. hereby adopts the

tariff of Dial & Save which has been approved and is on file with the Commission.”

Application by Clarity Tele~om LD Network Services, Inc. for a Certificate of Authority to operate as a telecommunications
company within the state of South Dakota. (Staff: DJ/TZ) "The specific services to be offered by Clarity include switched
TC97-128 | inbound and outbound services to employees of Clarity and switched and dedicated inbound and outbound services for | 07/10/97 07725/97
commercial customers, calling cards and directory assistance services for presubscribed commercial and residential
customers.”

PAGE 1 OF 2




TC97-129

Appiication by Teico Holdings, inc, dtva Dial & Save for a Cerificate of Authority to operate as a telecommunications company
within the stale of South Dekota. (Staff: DW/TZ) “Teico proposes 1o provide resold iocal exchange service to subscribers from
all points within the stsle of South Dekota and, therefore, sceks statewide authorization. Specifically, Teico seeks authority to
resell local exchange service in the exlsiing service arees of U § WEST....The specific manner in which Teico will provide local
g‘tgg:iiiggggggn currently operating within

REQUEST FOR EL!GIBLE TELECOMMUNICATIONS COMPANY STATUS

Brookings Municipel Utilies - Telephone Depariment pursuent o 47 U.8.C. 214(s) and 47 CFR 54.201 hereby seeks
il!!égi’tlg;:ifillsg
Tolepho:s is the facilies-based locsl exchange cerrier presenlly providing
!ts-‘; 008, 002, 908 and 007 -
: llol&'-l!li

. .. awakéfwﬁ.&. ‘%.
Pyng j& G P S ATy o Ty ,\3(,.&4.»: P wi.?;! .Qv{.!ﬂ £ PSR P &wnr.h.mklmz 28 .‘R/
AT st TRl BT SY LS o T # QoW sy NS ) rl A :., AR TN AR W

s QAT T
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BEFORE THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF SOUTH DAKOTA

IN THE MATTER OF THE APPLICATION OF ) ORDER GRANTING
TELCO HOLDINGS, INC. D/B/A DIAL & SAVE ) CERTIFICATE OF
FOR A CERTIFICATE OF AUTHORITY TO ) AUTHORITY
PROVIDE TELECOMMUNICATIONS )

SERVICES IN SO ITH DAKOTA ) TC97-127

On July 9, 1997, the Public Utilities Commission (Commission), in accordance with SDCL
49-31-3 and ARSD 20:10:24:02, received an application for a certificate of authority from Telco
Holdings, Inc. d/b/a Dial & Save (Telco).

Telco seeks to provide intrastate interexchange telecommunications services. This
application is pursant to a corporate reorganization in which Dial & Save will be merged into Teico.
Dial & Save will cease to exist after the merger is complete and Telco seeks a certificate of authority
in its own name. A proposed tanff was filed by Teico. The Commission has classified long distance
service as fully competitive.

On July 10, 1997, the Commission electronically transmitted notice of the filing and the
intervention deadline of July 25, 1997, to interested individuals and entities. No petitions to intervene
or comments were filed and at its regularly scheduied October 9, 1997, meeting, the Commission
considered Teico's request for a certificate of authority. Commission Staff recommended granting
a certificate of authority.

The Commission finds that it has jurisdiction over this matter pursuant to Chapter 49-31,
specifically 49-31-3 and ARSD 20:10:24:02 and 20:10:24:03. The Commission finds that Teico has
met the legal requirements established for the granting of a certificate of authority. Teico has, in
accordance with SDCL 49-31-3, demonstrated sufficient technical, financial and managerial
capabilities to offer telecommunications services in South Dakota. The Commission approves
Teico's application for a certificate of authority. As the Commission's final decision in this matter,
it is therefore

ORDERED, that Telco's application for a certificate of authority is hereby granted. It is

FURTHER ORDERED, that Telco shall file informational copies of tariff changes with the
Commission as the changes occur.

Dated at Pierre, South Dakota, this ZZ d’day of October, 1997.

CERTIFICATE OF SERVICE BY ORDER OF THE COMMISSION:

The undersigned hereby certifies that this
document has been served today upon all parties of
record in this docket, as ksted on the docket service
hst, by first ciass mai, In properly addressed

prepaxd thereon
/ »
Dute /”/ =2, 77 PAM NELSON, Commjssi

orr?ssloner
(OFFICIAL SEAL) v /

N LA KASCHOENFELDER ommissioner
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SOUTH DAKOTA PUBLIC UTILITIES
COMMISSION

CERTIFICATE OF AUTHORITY

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

Authority was Granted October 9, 1997
Docket No. TC97-127

This is to certify that
TELCO HOLDINGS, INC. D/B/A DIAL & SAVE
is authonzed to provide telecommunications services in South Dakota.
This certificate is issued in accordance with SDCL 49-31-3 and ARSD
20:10:24:02, and is subject to all of the conditions and limitations contained in

the rules and statutes governing its conduct of offering telecommunications
services

Dated at Pierre, South Dakota, this _/ 7% day of [)Zahpr . 1997

SOUTH DAKOTA PUBLIC
UTILITIES COMMISSION:






